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'the hospitals were able to col!lce&l. from pub
lic view the amounts spent for .an.tl-unlon 
legal, public relations and security expenses. 

A more recent example of hospital extrav
agance in anti-union activity came ln the 
159-day National Hospital Unian strike that 
-ended tb.is April at Massachusetts Rehabfiita.
ltion Hospital in Boston. The hospital told. 
the Boston Globe last month that the strike 
:cost it $900;'000 worth of business lost plus 
another $200,000 spent for security and 
police. National Hospital Union Exec. Vice 
Pres. Elliott 1Godoff estimates another '$10'0,
"000 was ~ent by the hospital -tor public re
IJ.ations and iegal fees. The hospital claim:s 
the eventual contract settlement -costs 'it 
about $60;000 per yeRr. 

The more than one million dollars 'Spent by 
the hospital in fighting the union <eventu
ally comes from the public pocket. 

It is this asp·ect of hospital :financing that 
has drawn fire from such <>fficla.ls as Penn
sylva.nia Insurance Commissioner Herbert S. 
Denenberg. "There is no policing of hospitals 
or health -care. It's really incredible,'" says 
Denenberg. ~·Probably the :area where the 

consumer gets 'the biggest screwing is health 
delivery~" 

This is made possible because of the cost
plus basis .on whlch most .hospitals are n~n. 
Nine out <>f ten consumers pass their health 
care costs on to a thtrd party such as Blue 
Cross, Medicaid w Me41care. 

"The dootors and hospital peoDle . . ~ 
'all't everybody to .behave like .a patient and 

to roll over and -play dead and do what 
they·r~ told," says Denenberg. 

In line with this attitude has .beeN the 
position of voluntary hospitals on disclosure. 

.. There is a deliberate conspiratorial effort 
by hospita1s to refuse to disclose their fi
nances to the public," charges 1199 Pres. 
Davis. 

A side effe:ct of :financial secrecy !by the 
.hospitals is public misconceptions tb.at hos
pital workers are responsible for rising hos
pital rates. 

In fact, a 1969-1"972 study by Humanlc 
Designs Corporation of New York hospitals 
reveals that the major component of incr-eas
ing personnel costs is in supervisory a:nd '8.<1-
ministratlve salaries. Non-supervisory -work-

ers .accounted for .only '28 percent of the in
creased personnel costs dwing the period 
studied. Supervisory non-union personnel 
accounted ifor about 40 percent of total hos
pital employment in the institutions studied, 
and yearly earnings in this category clus
tered between $19,325 and $23,950. 

Hospital -costs 'have also been driven up
,...-ard by the increasingly intensive and tech
nical nature of h1)splita.'l care. 

An-other m-ajor component of .rising health 
per5(}ll'llel oosts is simply numbers. America's 
hospitals now employ .2.'5 million work-ers 
and :the .figure 1s growing r.apidly. The num
ber of :hospital workers lncreased at a r.ate of 
24: percent between 1955 and 1.968. 

During the .same period. reports Harvard 
economist Martin S. Feldstein, .labor's share 
of total U.S. hospital costs dropped from 61.7 
percent to 59.6 percent. 

While labor costs '\vere dropping, the pub
lic may wen wonder what kind of hospital 
costs were increasing. In the absence ot fi
nam:lal disclosure by the hospitals, no ane 
can be bl med for suspecting he WGrst. 
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called to order by Hon. QUENTIN N. Bun- July 20, 1973, be dispensed with. BODIAN BOMBING-~A PRELIMI--
DICK. a Senator from the State of North The ACTING PRESIDENT pro tem- NARY REPORT 
Dakota. pore. Without objection, it is so orderd. 

PRAYER 

The Chaplain, the Reverend Edward 
L. R. Elson, D.D .• offered the following 
prayer: 

Dear Lord and Father of mankind, we 
lay before Thee the solemn duties com
mitted to our hands by the will of people. 
In the light of Thy presence keep our 
hands clean and our hearts pure~ Above 
all lesser loyalties may our highest loyal
ty be to 'Thee and to Thy law. Hour by 
hour may our ruling passion be to do 
justly, to love mercy, and to walk humbly 
with our God. In these days of trouble 
and confusion grant us serene and .con
fident spirits to do well the work we have 
to rlo for the good of aU. 

We pray in the name of Him who 
walked before us with a loving beart. 
Amen. 

APPOINTMENT OF ACTING PRESI
DENT PRO TEMPORE 

The PRESIDING OFFICER. The clerk 
will please read a communication to the 
Senate from the President pro tempore 
{Mr. EASTLAND) • 

The assistant legislative clerk l'ead the 
following letter: 

U.S. SENATE. 
PRESIDENT PRO TEMPORE, 

Washington, D.C., July 23, 1973. 
To the Senate: 

Being temporarily absent from the Senate 
oJil official duties, I appoint Hon. QUli:NTIN N. 
BURDICK, a Senator from the State of North 
Dakota, to perform the duties of the Chair 
during my 'absence. 

JAMES 0. EASTLAND, 
President pro tempore. 

Mr. BURDICK thereupon took the 
chair as Ading President pro tempore. 

'THE JOURNAL 
Mr. MANSFIELD. Mr. President, I ask 

unanimous consent that the reading of 

WAIVER OF THE CALL OF THE 
CALENDAR 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that the call of the 
legislative caie11dar, under rule vm, be 
dispensed witlt.. 

The ACTING PRESIDENT pro tem
pore. Without objection. it is so ordered. 

COMMITI'EE MEETINGS DURING 
SENATE SESSION 

Mr. MANSFIELD. Mr. President. I ask 
unanimous -consent that all committees 
may be .authorized to meet durin.:g the 
session of the Senate today. 

The ACTING PRESIDENT pro tem
pore. Without :objection. it is so ordered. 

AN OBSERVATION 
Mr. SCOTT of Pennsylvania. Mr. Pres

ident, I merely observe that this week is 
a dean slate for the Senate and I hope 
that what we inscribe upon it will .not 
only be legible but will also make sense, 
that it will serve to advance the interests 
of the Nation, that it will increase re
spe-ct for the Senate, that it will magnify 
our works before the people. and that we 
will be granted forgiveness for any errors 
we may commit during this 7-day period~ 

I also hope that all of us may proceed 
with amity lUld brotherhood in a con
structive approach to the betterment of 
those whom we are designated, through 
the franchise of the people, to serve. 

May our service be worthy. May we 
deserve well of the Republic. 

ORDER OF BUSINESS 
The ACTING PRESIDENT protem

pore~ · Under the previous order, the dis
tinguished Senator from Iowa <Mr. 
HuGHES) is now recognized for not to ex
ceed 15 minutes. 

Mr. HUGHES. Mr. President, a num
ber of .my colleagues have .asked me for 
information on various points relating to 
the recent .disclosure of .secret .alrstrikes 
in Cambodia .and the falsification of r.e
ports to conceal them. 

While controversial in its aspects. this 
is a subject that cuts across political ad
ministrations, party lines. and position& 
of personal bias relating to our national 
security. It raises profound questions 
eancerning the future of our country 11nd 
its civilian, democratic rule as set forth 
in the Constitution. In this. whatever our 
other .differences -of opinion, we share 
common concern. 

Since ooming to the Senate, I have con
sistently pressed for maximum disclosure~ 
consistent with the safety of our troops 
in the field and the security of delicate 
diplomatic negotiations, of the facts of 
the conflict in Southeast Asia. This is 
bom of the conviction that if we are to 
pursue peace or prosecute continuing 
war, the people -and the Congress should 
have a dear vision of the direction in 
which the Nation is moving. 

If the military and/or its civilian 
command obscures this clear vision of 
Congress and the public, we encounter 
the danger of private or secret warfare 
that, however well intentioned, is sub
versive of the constitutional processes. 

This, as I see it, is the basic point at 
issue in the .current investigation by the 
Senate Armed Services Committee into 
secret bombings and falsification of offi
cial reports in Indochina. 

You will recall the shock of the Ameri
can people a few years ago when they 
learned, from American newsmen, that 
we had been conducting a secret war In 
Laos. Now we have learned that we were 
waging a secret war in Cambodia before 
the invasion of that country and at a. 
time when we were officially proclaiming 
its neutrality. 

In March of 1969, the United States 
began sending B-52's to bomb inside 
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Cambodia. According to Defense Secre
tary ScbJestnger.: · 

These air operations across the border ••• 
were fully authorized. The authorization 
was made after careful consideration and 
upon determining that the air operations 
were in the interest of United States ob
jectives in South Vietnam, p~ticularly !or 
the protection of lives of Americans servmg 
in our forces there. 

No public announcement was made of 
this extension of the war into Cambodia. 
Congress was not asked to approve or 
authodze this escalation and not offi
cially informed of it even through clas
sified channels, although it is now re
ported that a few Members of Congr~ss 
were privately told that the bombmg 
had begun. 

On April 16, 1969, President N'IXon 
pledged to recognize and respect the 
sovereignty, independence, neutrality, 
and territorial integrity of Cambodia. 

This same month, U.S. B-52 strikes in 
Cambodia were double what they had 
been in March. The same level of bomb
ing was maintained in May and then 
doubled again in June. 

On May 9, 1969, the New York Times 
can·ied a story reporting that the United 
States had been conducting B-52 strikes 
in Cambodia. One reason for these 
strikes, accordtng to the Times, was "a 
desire by high Washington officials to 
signal Hanoi that the Nixon administra
tion, while pressing for peace in Paris, is 
willing to take some military risks 
avoided by the previous administration." 

During 1969, U.S. planes conducted 
2 406 sorties against targets in Cambo
dia. dropping 6a,a81 tons of munitions. 

In the first months of 1970, the United 
States sent over 300 B-52 sorties into 
Cambodia each month. 

On March 18, Prince Sihanouk was re
moved as chief of state by unanimous 
vote of the Cambodian Parliament. 

On March 2Q, according to the New 
York Times, Vietnamese representatives 
at the Paris peace talks accused the 
United States of seeking to widen the 
Vietnam war. 

On April 5, according to a Foreign Re
lations Committee staff report-

Two South Vietnamese battalions pene
trated 10 miles lnto Cambodian territory. An 
American spokesman said there had been no 
U.S. support for the operation. 

During the month of April, U.S. B-52's 
:flew 334 sorties into Cambodia. 

On April 30, President Nixon an
nounced the American invasion of Cam
bodia. In that nationwide broadcast, he 
said: 

American policy since then (1954) has been 
to scrupulously respect the neutrality of the 
Cambodian people. 

North Vietnam, however, has not respect
ed that neutrality. 

For five years, neither the United states 
nor South Vietnam has moved against these 
enemy sanctuaries becasue we did not wish 
to violate the territory e>f a neutral nation. 

In May, the United States ilew 350 B-
52 sorties into Cambodia, only 16 more 
than in the month just prior to the Presi
dent's April 30 speech. 

Mr. President, in January of 1971 I was 
honored to be appointed to membership 
on the Committee on Armed Services. 

Because of my deep, continuing con-
CXIX--1594-Part 20 

cern about the course of the war, I began, 
as a member of that Committee, to as
semble information on the war that had 
not previously been generally known. 

I have previously reported to the Sen
ate on matters such as protective reac
tion strikes over North Vietnam, efforts 
to obtain declassification of bombing sta
tistics no longer within the rational eon
fines of security information, and the 
many issues involved in the unauthorized 
bombing of North Vietnam by forces un
der the command of Gen. John Lavelle. 

My interest focused primarily on the 
air war-that part of our military opera
tions that was devastating the country
side and maiming and killing civilians, 
while seemingly havtng limited effect on 
the capability of the other side to rally 
its forces and supply them with war ma
teriel. 

On March 31, 1971, when Air Force 
Secretary Seamans came before the com
mittee to testify, I submitted for writ
ten response for the eommittee record a 
·question about the bombing sorties and 
tonnages for :fighter-bombers and B-52's, 
by month and by country. 

As to B-52 sorties and bomb tonnages 
in Cambodia, the classified Air Force 
report to the committee listed a series 
of zeroes in both columns, from the ~ 
ginning of the table of statistics through 
April of 1970, indicating no raids had 
been made. 

As Senators know, the Defense De
partment has now admitted that those 
figures were false-that, in fact. there 
were 3,630 B-52 sorties which dropped 
nearly 104,000 tons of bombs on cam
bodia in the 14 months prior to May of 
1970. 

In 1973, with a "cease-fire'' signed 
and the last of our ground troops coming 
home. I asked for a full recapitulation of 
the :figures on the air war, by month and 
by country. 

In mid-May, the Defense Department 
forwarded to the Armed Services Com
mittee a classified 83-page table of sta
tistics, dating from January 1965 through 
March of 1973. 

For B-52 sorties and bomb tonnage in 
Cambodia, there was another long string 
of zeroes from the beginning of the table 
through April of 1970-another falsi
fied report for the record and files of the 
Senate Armed Services Commitee. 

Pressed to declassify the tables, Secre
tary of Defense Richardson agreed, and, 
on July 19, a declassified table was pro
vided the committee and printed in the 
committee hearings on the Nation's de
fense posture. In this version, the spaces 
occupied by zeroes in the classified ver
sions to which I have alluded were left 
blank. 

On July 12, the committee received the 
nomination of Gen. GeorgeS. Brown as 
Air Force Chief of Staff. On reviewing 
his biography, I noted that he had been 
commander of the 7th Air Force and 
General Abrams' Deputy for Air Opera
tions at MACV headquarters, from Au
gust of 1968 to August of 1970. 

In my possession was a letter from 
Maj. Hal M. Knight, Jr., referred to me 
by Senator PaoXMIRE, to whom it was 
m·iginally addressed, alleging that dur
ing the time of General Brown's service 

in Vietnam, official poststrike reports on 
B-52 raids in Cambodia had been falsi
ned. 

I instructed my staff to locate Major 
Knight, to determine whether any of his 
-information would bear upon General 
'Brown's qualifications to be Chief of 
·staff, and apprised Senator SYMINGTON, 
acting chairman of the committee, of this 
new development. 

On the basis of Major Knight's story. 
related to my staff by phone the evening 
of July 12, and on the basis of a White 
House statement that a leak to the New 
York Times about B-52 raids on Cam
bodia in 1969 led to the secret surveil
lance of certain newsmen and White 
House staff members, I asked General 
Brown tn open hearing of the Armed 
Services Committee on July 13 whether, 
in fact, the United states had bombed 
Cambodia prior to May 1970. He declined 
to answer in open .session and the com
mittee heard his testimony in private. 

The substance of his testimony was. 
as acknowledged later in letters from 
General Brown and Defense Secretary 
Schlesinger, that such raids were con
ducted in the 14 months prior to May 
1970. He stated that he knew of the raids 
but had no role in the B-52 operations 
and, therefore, no knowledge that op
erational reports had been falsified. On 
the basis of his sworn testimony. I sup
ported his nomination which was con
firmed by the Senate on July 14. 
· Major Knight was .called to testify be
fore the committee on July 16. He told 
of being the operations officer of one of 
our highly specialized radar sites that 
guided B-52's to their targets and timed 
the release of their bombs. 

on 20 to 24 occasions between Febru
ary and May of 1970, Major Knight said. 
an Air Force officer flew to his radar site 
in an Army aircraft and delivered a 
sealed envelope of targeting orders for 
raids in Cambodia. Using these target co.; 
ordinates, his radar crew guided the 
B-52's to their Cambodian targets. 

Afterward. Major Knight testified, he 
and his men prepared poststrike reports. 
inserting target coordinates for sites in 
South Vietnam. The written reports. 
containing the false target coordinates. 
were sent by secure mail to a Strategic 
Air Command unit in Saigon. Major 
Knight then phoned the SAC unit, re
ported mission accomplished, and, in ac
cordance with orders, burned all of the 
computer tapes and records that con
tained the true information about the 
targets hit by the B-52's. 

In rapid succession last week, admin
istration spokesmen made the following 
admissions: That there had been 3,630 
B-52 sorties into cambodia in these 14 
months; that false reports on those 
bombings had been submitted to the 
Senate Armed Services Committee; that 
the decision to deceive the committee 
had been made by Deputy Secretary 
Clements and Admiral Moorer. Chair
man of the Jotnt Chiefs of Staff; that in 
an effort to conceal the Cambodian 
bombing, at least two 1·eporting channels 
were established; one to convey accurate 
information on the targets hit. and an
other to convey the notion that the tar
gets were in South Vietnam; that the 
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order to falsify the more widely distrib
uted reports originated in the Strategic 
Air Command, but this was later cor
rected by the Pentagon spokesman to 
fix the responsibility on some official in 
Washington; and that the Cambodian 
B-52 raids were discussed by the Na
tional Security Council, authorized by 
the then Secretary of Defense Melvin 
Laird, and approved by the President. 

Since then, there have been other pub
lic statements from the Pentagon, in
cluding one expressing regret over the 
falsification of reports to the Armed 
Services Committee. 

Former Defense Secretary Laird, Gen
eral Wheeler, and Mr. Kissinger have 
publicly disavowed knowledge of the fal
sification of official reports and have de
plored· the practice. 

Mr. President, 1n this report to my col
leagues, it is not my intention to pass 
judgment on any individuals or agencies 
of our Government, but, rather, to lay 
out the facts now on record in proper se
quence and to point out the profound 
danger which this pervasive pattern of 
official secrecy and deceit poses to the 
survival of our constitutional, civilian
controlled system of government. 

The fact that these massive military 
operations and widespread falsifications 
of official reports could be kept secret so 
long convinces me that in this jungle of 
secret warfare and official deceit, there 
are unchartered depths, perhaps more 
frightening than what has yet been dis
closed, to be brought to light. 

I have confidence that we will now get 
at the truth, thanks to the courage lead
ership of Senator SYMINGTON and the 
dedication and good faith of the mem
bers of the committee. 

For my own part, I deeply believe that 
the peril to. our free institutions created 
by those practices of official deceit and 
secret warfare are more ominous than 
any problem confronting our country . . 

Whether in military uniform or civil
tan garb, no group within our society, 
however well-intentioned, can be per
mitted to make the momentous decision 
to wage secret warfare while officially 
deceiving Congress and the public. This, 
as history abundantly confirms, is the 
way that free nations under civilian gov
ernance eventually forfeit their freedom. 

In closing, I am moved to pay my per
sonal tribute to the few men, of the hun
dreds or thousands who participated in 
these unauthorized bombings and falsifi
cation of reports, who have had the cour
age to step forward and make th~se facts 
known. I refer to such individuals as Air
man Lonnie Franks, who was instrumen
tal in exposing the Lavelle case, and 
Major Hal Knight, who volunteered to 
testify on the secret cambodia bombings. 

Major. Knight summed it all up better 
than anything I could say in his recent 
testimony before the Armed Services 
Committee. He said: 

I didn't take an oath to support the mili
tary, I took an oath to support the Constitu
tion. 

Mr. President, I ask unanimous con
sent that several recent newspaper ar
ticles relating to this matter be printed 
at this point in the RECORD. 

There being no objection, the articles 

were ordered to be printed in the RECORD, 
as follows: 
[From the New York Times, July 22, 1973} 

FALSIFYING MILITARY RECORDS 
(By Seymour M. Hersch) 

WASHINGTON.-It always seeiUS to begin 
with convict ion and misspellings. There was 
ex-G.I. Ronald L. Ridenhour's descripth .. n 
o! My Lal 4. Then A~.rman Lonnie D. Franks 
told of Gen. John D. Lavelle's unauthorized 
bombings of North Vietnam. 
. This time it was a. former Air Force major, 
telling a. Senator how he pa.rticipat~ L t he 
falsification and destruction of official doc
uments in connection with yet another secret 
war in Southeast Asia-this one involving 
100,000 tons of B-52 bombs in Ca.mbodi<'. 

"The end result was t hat we reported 
strikes in Sout h Vietnam when they were 
actually in Cambodia," wrot e Hal M. Knight 
pf Memphis. " I ask why we had to fake the 
reports anu I was told it was necessary for 
political reas ons. It .was obvious to me that 
the practice was so widespread and so many 
l>eople were involved t hat it could not have 
·been done ur..leSE the aut horit y had come 
from a. very high source." 

"I am not opposed to the war but I be
lieve t hat full disclosure is necessary for 
the people of this country," wrote Mr. Knight, 
who is 37 years old and now a. graduate stu
dent in history. "It is my firm conviction 
that the American people, through their 
elected representatives, have the right to 
know how the war has been conducted." 
· Mr. Knight's letter was written last Jan
uary, and eventually found its way to Sen
ator Harold E. Hughes, the Iowa. Democrat 
v.ho had been instrumental in organizing 
last fall's Senat e Armed Services Commit tee 
hearings into the Lavelle bombings. 

On Monday, Mr. Knight told his story be
fore the committee, including a. description 
of how he destroyed the sec!'~t orders for 
the fligh·.; after the missions had been flown. 

The Pentagon admitted it had conducted 
3,630 previously unannounced so.rties over 
Cambodia. between March, 1969 and May, 
1970, when the Cambodian invasion took 
place. · The : White· House acknowledged that 
Presiden4: Nixon and his, top advisers had per
sonally authorized the b()mbings, which were 
kept secret -from the -American people. But 
the raids failed nonetheless to drive the Viet
cong from their sanctuaries and entrenched 
bases along the Camb<><.:ian-South Vietnam 
borders. 

Then the Pentagon conceded that falsified 
reports, depleted as a. "double-entry" book
keeping system, were made to hide the secret 
raids from the military's own internal re
porting system. Finally, it was acknowledged 
that two classified reports sent to the Senate 
Armed Services Committee in 1971 and earlier 
this year included the falsified documents. 
The documents did not list any B-52 raids 
at all during the 14 months the B-52s were 
staging a.lmostly nightly attacks. 

The disclosures seemed certain to harden 
pongressiona.l resc:>lve. to end the Cambodian 
bombing by Aug. 15, the deadline accepted 
by the President in a. compromise agreement 
'with Congress. The suggestion was made by 
Mike Mansfield, the Senate Majority Leader, 
who said this week that the falsification 
would "make it difticult if not · impossible, 
to get 841 extension." Senator Hugh Scott, 
the Republican leader, similarly said that, 
although the White House had not yet indi
cated it would seek an extension of the 
bomaing deadline, any at tempts to do so 
"will be affected by these revelations." 

By week's end, three distinct issues had 
been isolated by Senator Hughes and Stuart 
Symington, the actin(! chairman of the 
Armed Services Committee who joined in 
expressing his outrag~ over the deceptions 
and the lies, Mr. Symington has scheduled 
full-scale hearings into the secret Cam-

bodia.n air war , which wlll deal wit h t he 
follow~ng: 

The White House 's basic decision to bomb 
and say nothing at a. time the United St ates 
was officially professing its respect for Cam
bodia's neutrality. Mr. Nixon's personal cred
ibility will be a.t stake, in light of his as
surance to the American people on April 30, 
1970, the eve of t he Cambodian invasion, that 
"for five years neither the United States nor 
South Vietnam has moved against enemy 
sanctuaries (in Cambodia.) because we did 
n ot wish to violat e t he territ ory of a. neutral 
n ation." 

The milit ary's decision to permit falsified 
dat a. to be entered into its reporting system, 
a. revelation that seemed to disturb some 
Senators more t han any facet of the inquiry. 
"This is a. totally dishonorable act," pro
claimed Senator Hughes. At least three of the 
t op Nixon Administration officials who were 
involved in m aking the initial bombing de
cision in 1969-Dr. Henry A. Kissinger, tl'le 
Pre~ident's National Security Adviser; For
mer Secretary of Defense Melvin R. Laird, 
and Retired Army General Earle G. Wheeler, 
t,he f~rmer chairman of the Joint Chiefs of 
.s~aff-disavowed knowledge o! the falsifica
tiOn and denounced it. Mr. Kissinger said of 
t he falsification: "I think it's deplorable." 

The deception and deliberate lying to the 
Senate committee in connection with the 
Pentagon-supplied reports that did not show 
t he bombing. The Pentagon spokesman, Jerry 
W. Friedheim, suggested that some members 
of the committee had been briefed, but a.t 
lea~t one of those so named, Senator Syming
ton, denied any knowledge of the extended, 
14-month bombing program. "This repre
sent s the very basis of democracy and con
trol of the military itself," said Mr. Hughes, 
who spol':e out on the issue throughout the 
week. 

There were a. number of mysteries yet to 
. pe . unraveled, including , the question that 
went begging all week here: How could the 
'lnilita.ry hAve managed to hide something as 
awesome as more than 3,600 B-52 strikes 
in the middle- of ·a not very popular war? 
Of course, the false reports may have eased 
this problem somewhat, but still there were , 
the hundreds of B-52 pilots and crewmen 
who knew they were_ bombing Cambodia., the 
technicians who handled the special post:. 
strike photo reconnaissance, and the Army 
G.I.'s who fought in areas near Cambodia 
and-as some reported last week~ould hear 
the nightly B-52 raids across the border. 

Adding to the mystery is the fact that 
Th~ New York Times, despite the security, 
managed to learn about the secret Inissions 
and report on them, in May, 1969-barely 
two months after they began. For all of its 
importance to high-level officials, the dis
patch passed almost unnoticed in Washing
ton, and was not publicly recalled a.t the 
time of. Mr. Nixon 's invasion the following 
May. 

And so it was left to Mr. Knight, a squat, 
heavy-set man who, like Ron Ridenhour and 
L<?nnie Franks, did not want to be a. hero. 
At one point during his four hours' of testi
mony this week, his motives and loyalties 
were sharply challenged by Senator Strom 
Thurmond, the South Carolina Republican 
who still is a.n avowed hawk on Vietnam. 

"Sir;• M!· Knight told the Senator, "I 
didn't take ~n oath to support the military; 
-I took an oath to support the Constitution:" 
. He told how he destroyed the specially 
flown-in orders on the mqrning after each 
Cambodian raid in a. burner a.t the radar 
site which served to electronically guide the 
high-flying B-52's to their targets. He told 
how he then processed cover orders indicat
ing that the missions were flown over South 
Vietnam and regularly forwarded them to 
higher headquarters. 

"I talked . to other guys over there about 
it and it was very frustrating," recalled 1\IIr. 
Knight in an interview. They'd say, 'We 
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gotta do it. • I began to wonder whether I was 
the only sane guy over there or else. every
body else was crazy. I was just out of step." 

[From the New York Times, July 23, 1973) 
PENTAGON HORRORS 

A Senate investigation into secret bombing 
ra ids in Cambodia is beginning to unravel 
an other sordid tale of cover-up by the Nixon 
Administration, of contempt for the truth, 
the law and the Constitution by mllltary and 
civilian officials extending to the highest 
levels of Government. 

Pentagon horrors exposed by the Armed 
Services Committee so · far include the de
liberate falsification and destruction of rec
ords in the military's own internal reporting 
system. These involved fourteen months of 
heavy, sustained bombing of Cambodia be
tween March 196~ and May 1970, when United 
States and South Vietnamese troops openly 
in'Vaded that country. The Pentagon then 
pro~ided Congress, in 1971 and again just 
last month, with reports falsely indicating 
that no such bombings had ever taken place. 

The Pentagon has already offered several 
confiictlng versions as 1;o the source of au
thority for the cover-up. There is no ques
tion, however, that the falsification and 
destruction of records did take place in evi
dent violation of military law. Gen. George 
S. Brown, the recently named Air Force 
Chief of Staff who was then chief of air
operations in Southeast Asia, says the cover
up was "in accord with Instructions" from 
higher authority. This is the same plea that 
was made last year by G~neral Brown's suc
cessor in Saigon, Maj. Gen. John D. Lavelle, 
who was demoted and retired for falsifying 
reports on subsequent "unauthorized" raids 
against North Vie~nam. 

The Cambodian disclosures suggest the 
need for a thorough re-examination of the 
Lavelle case as well as a relentless inquiry 
to determine the identity of all of those 
}responsible for the Cambodian cover-up. 
Such a search-for those who knew, or those 
who should have known and who therefore 
share responsibility-could extend to the 
highest reaches of the Pentagon, including 
both military and civilian officials. 

Although Henry Kissinger insists that the 
W"hite House "neither ordered nor was it 
aware of any falsification of records" on the 
secret bombing, the President himself is 
clearly implicated. It has been acknowledged 
that Mr. Nixon authorized the bombings and 
urged "special security precautions." If the 
White House did not prescribe the mechanics 
of the cover-up, it certainly gave a green 
light for some form of deception, aimed at 
misleading not only the world public through 
statements to the news media, but also de
ception in official responses to inquiries by 
the Senate Armed Services Committee. "Ob
viously it was a blunder of some magnitude," 
admitted the official Pentagon spokesman 
last week. 

The "blunder" was not confirmed to the 
ranks of muddled bureaucrats. The Presi
dent himself contributed ·directly to the 
falsified record when he told the American 
people on April 30, 1970, on the eve of the 
Cambodian invasion: "For five years, neither 
the United States nor Squth Vietnam has 
moved against these enemy sanctuaries 
{inside Cambodia] because we did not wish 
to violate the territory of a neutral nation." 

{From the New York Times, July 21, 1973] 
DURING SECRET BOMBING IN CAMBODIA, U.S. 

OFFICIALS SAm THEY OPPOSED IT 
(By Robert D. McFadden) 

Throughout the clandestine American 
bombing of Camodia frOm. March, 1969, to 
May, 1970, United states ·omctals repeatedly 
and emphatically insisted that American 
policy was to respect the neutrality, sover
eignty and territorial integrity of Cambodia. 

Long after the raids had begun, high State 

Department o11iclals said that they strongly 
opposed any air or ground attacks in Cam
bodia. And while military officials made nose
cret of their desire for such raids, the Nixon 
Administration rep'eatedly indicated that 
they were not even under consideration. 

At the end of the secret 14-month cam
paign, after American B-52's had made 3,630 
raids and dropped more than 100,000 tons of 
bombs on what were believed to be Commu
nist supply and staging areas in Cambodia, 
President Nixon- who had authorized the 
secret bombing-went on nationwide televi
sion on April30, 1970. 

A NEUTRAL NATION 
In announcing his decision to send United 

States troops into Cambodia then, he de
clared: 

"For the past five years-as indicated on 
this map that you see here-North Vietnam 
has occupied military sanctuaries all along 
the Cambodia frontier with South Vietnam. 
For five years, neither the United States nor 
South Vietnam has moved against those 
enemy sanctuaries because we did not wish 
to violate the territory of a neutral nation." 

Because the sustained bombing campaign, 
which took place in a remote jungle area, was 
not public knowledge while it was under way, 
spokesmen for the President, the State and 
Defense Departments and the mllltary com
mands in Southeast Asia never had to con
front direct questions about it. Instead, 
numerous officials misled the press and pub
lic indirectly, a check of news accounts of 
the period indicates. 

On March 25, 1969, nearly a month after 
the bombing began, Ronald L. Ziegler, the 
White House press secretary, denied reports 
from Saigon that President Nixon was con
sidering air or ground raids into Cambodia. 

On May 9, despite the Administration's 
secrecy, The New York Times quoted "knowl
edgeable sources" in the Nixon Administra
tion as having said that B-52's had "raided 
several Vietcong and North Vietnamese sup
ply dumps and base camps in Cambodia for 
the first time." But there was no indication 
at that time or in the ensuing year that the 
campaign of bombing was extensive or sus
tained. 

Rather, the Administration sought re
peatedly to give the impression that it did 
not · want to become militarily involved in 
Cambodia. It even laid down rules of en
gagement that prohibited American troops 
from "hot pursuit" of Communist forces 
across the Cambodian border, though scime 
artillery and small-craft air strikes were 
permitted inside Cambodia and called "pro
tective reaction." 

DIPLOMATIC TIES RESUMED 

The United States sent a charge d'affaires 
to Phnom Penh in July, 1969, to resume 
diplomatic relations broken four years earlier 
after Cambodia complained of American air 
attacks on her territory. On the occasion of 
the charge's arrival, an American diplomat 
told a reporter: 

"The Americans are making respect for 
Cambodia's borders and sovereignty, which 
they so long withheld, the keystone of their 
new policy." 

Although Prince Norodom Sihanouk, who 
was then Cambodia's Chief of State, re
peatedly protested United States incursions 
into Cambodia, he never publicly com
plained--or indicated that he knew about 
the American B-52 raids. 

UNITED STATES APOLOGIZED IN 1970 

After a number of incursions by American 
jets, the United states Government formally 
apologized to Cambodia on Feb. 20, 1970, 
over the deaths of about 35 persons ill an air 
strike directed at a Vietcong position. · 

A note by the United States charge in 
Phnom Penh, Lloyd ~If. Rives, expressed con
cern over violations of Cambodian neutrality. 
siinllar sentiments were expressed by senior 
American officials in Saigon and Washington 
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on March 27 over a Cambodian incursion by 
a battalion of South Vietnamese Army tr<>ops 
with American gunship support. 

"The South Vietnamese never informed 
us of the operation or asked for our approval, 
probably because they knew in advance what 
our' answer would be," said an American of:. 
ficial in Saigon. He added: "Coming so 
quickly after President Nixon's statements 
about limiting American involvement and 
respecting Cambodian neutrality, we would 
have had to say no." 

In Washington, spokesmen for the White 
House, the Pentagon and the State Depart
ment on that occasion all strongly reaffirmed 
that it was a United States policy not to 
widen the war. Specifically, they said Amerl;. 
can forces were allowed to fire into Cam
bodian territory only in self-defense. 

At about the same time, as the Govern
ment of Prince Sihanouk was ·falling in a 
coup d'etat that brought Marshal Lon Nol 
to power, the question of American military 
aid to the Cambodian Government arose 
again. 

Though Marshal Lon No1 said at one of 
his earliest news conferences that he would 
accept aid in the struggle with Communist 
troops on Cambodian soil, the State Depart
ment later said that it had received ~o re
quest for help. Still later, Cambodia said she 
needed no help. 

The possibility that Cambodia would seek 
American military help in late March, 1970, 
was viewed by United States diplomatic 
sources in Saigon as presenting the Nixon 
Administration with a "fantastic can of 
worms." At that time this same diplomat 
said: "The last thing the Administration 
wants to do right now 1S widen the war." 

U.S. ACTION WAS ASKED 

By the end of March, however, Marshal 
Lon Nol, who was then Premier, was in fact 
hinting broadly that United States bombers 
had been heavily pounding Cambodia for 
nearly a year-to urge President Nixon not 
to extend military aid and thus become more 
deeply engaged in Southeast Asia. 

Ultimately, however, President Nixon did 
send United States troops into Camqodia for 
a time. His April 30 announcement included 
these passages: 

"Cambodia has been a neutral nation since 
the Geneva Agreement of 1954-an agree
ment, incidentally, which was signed by the 
Government of North Vietnam. American 
policy si.n,ce then has been to respect scrupu
lously the neutr~lity of the . Cambodum pe_o;
ple. For the past five years. we have provided 
no military assistance whatever and no eco;
nomic assistance to Cambodia. North Viet
nam, however, has not respected that 
neutrality." 

{From the Washington Post, July 22, 19731 
HIDDEN HISTORY OF U.S. MOVES IN CAMBODIA 

EMERGING 
(By Murrey Marder) 

A hidden history of American military 
operations began emerging last week that 
challenges the basic record of United States 
involvement in the Cambodian war. 

The significance of the piecemeal disclo
sures concerning Cambodia, plus other 
clandestine U.S. operations in Indochfua 
that are now arousing congressional . in
quiry, transcends the dispute that suddenly 
forced the subject to the surface: falsifica
tion of records on secret American B-52 
bombing of Cambodia in 1969-70. 

New facts now available not only overturn 
the official version of how the United States 
entered the Cambodian war, but also Ulumi
nate the earliest roots of what has become 
known as the Watergate scandaL 

The small nation of Cambodia, which the 
Nixon administration calls "the last linger
ing corner" of the IJ;ldochina. war, now has 
come full circle in its rebounding ~mpact 
on the American scene. 

What the Nixon administration perceived 
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as a. vital need to conceal its secret actions 
in Cambodia, and elsewhere in the world, 
initiated the Watergate psychosis. The con
gressional rebellion over the sweeping use 
of presidential power in the Watergate pat
tern, as an administration official conceded 
last week, now has undermined presidential 
infiuence in the world. The reaction on 
Capitol Hill to Watergate, in turn, helped to 
embolden Congress to ~orce a. cutoff date of 
Aug. 15 on American bombing in Cambodia., 
or any further American combat throughout 
Indochina. 

As a. result, the administration now faces 
the Aug. 15 deadline in a. position of extraor
dinary diplomatic weakness to bargain effec
tively to extricate the United States from 
Cambodia.. To magnify the administration's 
dilemma., it may have to negotiate with de
posed Cambodian Prince Norodom Siha.nouk, 
who charges that he was removed from 
power as a. result of Central Intelligence 
Agency and U.S. military machinations. 

The riots _that ripped American college 
campuses in the spring and summer of 1970 
over the April 30, 1970, crossing of Cam
bodia's border by American troops were based 
on a. highly limited amount of information 
then available about the U.S. record in 
Cambodia.. 
. There was no public knowledge that for 
the previous 13 months the United States 
bad been conducting mw;sive bombings of 
Communist "sanctuaries" in Cambodia, with 
3,620 B-52 runs between March, 1969, and 
April, 1970. 

Nor does the official publtc record show, 
even now, that for years before the open 
American border crossing, CIA and Special 
Forces units (Green Berets) were clandes
tinely supporting anti-Sihanouk forces, 
known as the Khmer Serei, in operations 
across the South Vietnamese-Cambodian 
border. 

These secret activities are now liable to ex
posure in inquiries scheduled on CIA op
era.'tions throughout Indochina, and further 
investigation of the falsified bombing reports. 

No one can state with certainty what reper
cussions there might have been on the elec
tions in 1970 and 1972 if the full state · of 
·American involvement in Qambodia were 
known in 1970. _ . 

President Nixon said last May 22 that the 
American reaction to known events in Cam
bodia. reached "critical proportions" in mid-
1970. He cited "nearly 1,800 campus demon
strations," "nearly 250 cases of arson on cam
pus," and fatal clashes with law-enforcement 
forces on the campuses of Kent State Uni
versity in Ohio and Jackson State Univer
-sity in MiSSissippi. 

Administration alarm over the risk of ex
posure of its secrets about Cambodia. led to 
creation of the "plumbers" unit in the White 
House, and- the spreading web of officially 
authorized wiretapping and break-ins to find 
security leaks. · 

What concerned the Nixon administration 
was not so much the kind of information 
later leaked in 1971 by Daniel Ellsberg in 
the Pentagon Papers about American activity 
in Vietnam under the Kennedy and Johnson 
administrations. The Nixon administration 
was · appalled about the r~k of disclosure of 
its win secret operations and negotiations. 

Public attention was focused last week on 
only the narrowest consequence of Cambo
dian secrecy, the officially falsified bombing 
reports. Assistant Defense Secretary Jerry W. 
Friedheim on Friday acknowledged that sen
lor Pentagon officials made "a blunder of 
some magnitude'' by sending Congress falsi
fled reports that listed 3,630 bombing raids as 
having taken place in South Vietnam. 

If that were all that has been revealed, or 
is now subject to disclosure in greater detail, 
the Nixon administration would have suf
fered an awkward, but not grievous, embar
rassment. 
' Instead, the whole official U.S. history of 
how the Nixon administration enmeshed it
self in Cambodia. is now open to question. 

On April 30, 1970, President Nixon startled 
the Nation by announcing that attacks by 
American and South Vietnamese armed 
forces "are being launched this week to clean 
out major enemy sanctuaries on the Cambo
dian-Vietnam border." 

This kind of operation was often proposed 
to President Johnson by U.S. military leaders, 
and repeatedly rejected on grounds it would 
be a. dangerous widening of the war with un
predictable consequences. 

President Nixon said there was a sudden, 
drastic change in the situation. 

For five years, he said, "North Vietnam has 
occupied military sanctuaries all along the 
Cambodian frontier with South Vietnam," 
using them for "hit-and-run attacks" on 
American troops across the border. 

"North Vietnam in the last two weeks," 
President Nixon said, "has stripped away all 
pretense of respecting the sovereignty of 
neutrality of Cambodia.." 

The North Vietnamese troops, he said, sud
denly had moved westward in the opposite 
direction of the South Vietnamese border; 
"thousands of their soldiers are invading the 
country from the sanctuaries; they are en
circling the capital of Phnom Penh.'' If "this 
enemy effort succeeds" in controlling Cam
bodia, the President said, "Cambodia. would 
become a. vast enemy staging area and a. 
springboard for attacks on South Vietnam 
along 600 miles of frontier," jeopardizing the 
lives of Americans there and the entire U.S. 
program of troop withdrawals from South 
Vietnam. 

Since 1954, Mr. Nixon said, it had been U.S. 
policy "to scrupulously respect the neutral
ity of the Cambodian people." 

"For five years," he said, "neither the 
United States nor South Vietnam has moved 
against those enemy sanctuaries beca.use we 
did not wish to violate the territory of a 
neutral nation. Even after the Vietnamese 
Communists began to expand these sanc
tuaries four weeks ago, we counseled pa
tience to our South Vietnamese allies and 
imposed restraints on our own commanders." 

No longer, however, the President said, 
could the United States sit by "like a pitiful, 
helpless giant" when "the chips are down." 

Last week, u.s: offic~als, in ~he course of 
explaining the falsified B-52 bombing report, 
gave a drastically different account of how 
the United States first came to take major 
military action against the "sanctuaries" in 
Cambodia. 

Very early in the Nixon administration·, 
they said, the subject of U.S. troop with
drawals was directly linked to suppressive 
military action against the Communist bases 
in Cambodia. 

In March, 1969, Pentagon spokesman Fried.: 
helm said on Tuesday, Gen. Creighton W. 
Abrams, the U.S. commander in South Viet
nam, "was beginning to get his forces ready 
for the first withdrawal increment" of U.S. 
forces--although that was not announced 
until June, 1969, an initial pullback of 25,-
000 men. 

Friedheim recalled that Defense Secretary 
Melvin R. Laird. the prime promoter of the 
program of U.S. troop withdrawals from 
South Vietnam, visited South Vietnam in 
March, 1969. 

Laird "went precisely to see in what man
ner it would be safe to accomplish the with
drawai program that the administration 
wished to accomplish over the next few 
years," said Friedheim. 

In the discussions with Laird, the spokes
man continued, '_'General Abrams said if you 
want me to withdraw half a million Amer
icans in a. safe way, I would like very much 
to be able to deal with the threat which 
comes from these sanctuary a.rea.s." 

"It was determined that that was a rea
sonable request for the U.S. commander to 
make," said Friedheim. The United States, 
he said mounted "a major interdiction cam
paign" 'of B-52 bombing raids against the 
sanctuary areas. 

The target areas were "essentially the same 
ones" later to be struck by ground troops. 
Friedheim acknowledged: the "Fishhook" 
area where the Cambodian border projects 
deeply into South Vietnam, "the tri-border 
area" and other Communist base areas. 

A newsman asked Friedheim last Tuesday: 
"You're sort of implying that the [B-52] 

raids weren't very effective, that we had to 
go in on the ground afterwards?" 

"Certainly they were not satisfactory in 
and of themselves apparently, in the mili
tary- judgment involved," Friedheim agreed. 

Through a peculiar · combination· of cir
cumstances, Prince Sihanouk, who was then 
Cambodia's ruler, never acknowledged the 
bombing raids. That was the original U.S. 
justification invoked for keeping them se
cret, that Sihanouk privately "acquiesced" 
in the air attacks because the uninvited 
Vietnamese Communist presence in his 
country was expanding to intolerable 
lengths. -
· Sihanouk, since his ouster in a coup 
launched in March 18, 1970, by anti-Com
munist and pro-American Lon Nol, the cur
rent President of the American-supported 

·r~gime in . Cambodia has remained silent . 
about the secret American bombing raids of 
1969-70. But Sihanouk has charged that he 
was overthrown by an American-plotted 
coup arranged with Lon Nol and his sup
porters, which Nixon a~istration officials 
then and now firmly deny. 

The sequence of U.S. operations in Cam
bodia now spread on the public record, how
ever, and the still unacknowledge history of 
clandestine American and South Viet
namese operations across the Cambodian 
border in the 1969-1970 period and earlier 
years, ·is bound to revive questions about 
the circumstances of Sihanouk's overthrow. 

Elliot L. Richardson, now Attorney Gen
eral, on May 24 at a farewell press conference 
on his brief tenure as Defense Secretary said 
in a. discussion about secrecy in the Indo
china war: · 

"Of course, you know the circumstances 
under which the bombing of Cambodia was 
kept secret-! think there were some legi
timate considerations in that context when· 
Sihanouk in effect was anxious not to be 
put in a. position in which he was aware of 
it or had acquiesced In it. But once Siha
nouk was out [March 18, 1970] that con
sideration disappeared.'' 

But that obviously was not the premise 
on which the Nixon administration bureauc
racy operated until last week when the 
falsification of the bombing reports was first 
revealed as a result of congressional chal
lenge. 

Moreover, the Nixon administration's claim 
of continuing "military operational and 
diplomatic sensitivities" still withholds from 
:the public record the history of years of 
American clandestine involvement in Cam
bodia. 

Although some of these secret · activities 
have leaked into public print, the distinc
tion between official and unofficial dis
closures can be enormous in public-and 
political--consequences. A prime example 
is that there was a. partial disclosure Df . 

the secret B-52 bombing of Cambodia as 
early as May 9, 1969 first printed in The New 
York Times. 

That news leak touched off some of the 
early alarm inside the Nixon administration 
which precipitated creation of the White 
House "plumbers" group. But the intensity 
and duration of the B-52 bombing was never 
hinted at until last week, nor was the signif
icance of that prolonged action on the entire 
course of developments in Cambodia.. 

Siha.nouk once said of his once-pla.eld 
kingdom of 7 million people, "We are a. coun
try caught between the hammer and the 
anvU." 

For years he balanced delicately between 
the United States, China, North Vietnam and 
the Soviet Union. In 1965 he broke diplo-



matic ·relations with the United States, 
charging CIA plotting against his regime and 
flagrant violations of his border by American 
planes engaged in the Vietnamese war. 

Between 1965 and 1969, Sihanouk secretly 
permitted supplies for the Vietnamese Com
munist forces to be transported across Cam
bodia. His underdeveloped nation, he satd, 
had little choice in the matter. 

Last month, in an interview in Romanta, 
Sihanouk said that "my greatest mistake 
was 1963, when I rejected American aid," but 
he said the terms for aid had become 
humiliating. 

Sihanouk said that to placate his army
then headed by Lon Nol-which was dis
mayed over the loss of American military 
assistance, he opened the port of Sihanouk
ville to Chinese ships to deliver military sup
plies to Vietnamese Communist forces em
placed on Cambodia's border with South 
Vietnam. 

"There was two-thirds [of the supplles] 
for the Vietcong, and one-third for my 
army," Sihanouk said. 

But by 1967, Sihanouk began protesting 
publicly that his nation was getting the worst 
of the bargain from all directions. 

Sihanouk said the North Vietnamese and 
the Vietcong were supporting "the Khmer 
Vietcong," or pro-Communist- Cambodian 
rebels against his regime, and "because the 
Khmer Communists have mistreated us, we 
are compelled to repress them." But from the 
other direction, he said, "the Khmer Serei, 
Americans, Vietnamese, Thai and South Ko
reans [based in South Vietnam] have jotned 
forces in attacking us." 

In June, 1969, however, as he saw signs 
that the United States appeared to be pre
paring to pull out o~ Indochina with its halt 
to the bombing of North Vietnam in late 
1968, Sihanouk feared that he might be left 
to grapple alone with the Vietnamese Com
munists in hi:l country; he renewed diplo
matic ties with Washington. 

The Lon Nol ,.egime, which replaced 
Sihanouk, presented an outright ultimatum 
to the North Vietnamese and Vietcong to 
withdraw, and closed the port of Sihanouk
ville to their forces. 

This was a threat the new regime in Phnom 
Penh woefully lacked the physical capacity 
to sustain. It appealed to the United States 
for urgent military support. 

To many U.S. military leaders this was "a 
golden opportunity" rather than a crisis to 
be shunned; an opportunity to strike on the 
grounds at the Communist "sanctuaries" 
that had survived 13 months of B-52 
bombing. 

Mr. MANSFIELD. Mr. President, will 
the Senator yield? 

Mr. HUGHES. I am happy to yield to 
the distinguished majority leader. 

Mr. MANSFIELD. I am pleased that 
Major Knight put it in a nutshell when 
he said, "I took an oath to support the 
Con5titution"-just as the President of 
tne United States did, and just as every 
Member of Congress does, and just as 
every member of the Government is sup
posed to do. 

I note that during the course of this 
analysis-and I must commend the dis
tinguished Senator for relating the facts 
as they are-that in page 3, in the second 
paragraph, the statement is made: 

Congress was not asked to approve or au
thorize this escalation and not officially in
formed of it even through classified chan
nels, although it is now reported that a few 
members of Congress were privately told that 
the bombing had begun. 

As far as the Senators concerned, we 
operate on . the basis of equality. As far 
as committees are concerned, they are 
the servants of the Senate as a whole. As 

far as certain Members being told in 
. private what is being done, and that in
formation was not being given to the 
rest of the Senate, I want to say I am 
very much disturbed by such an opera
tion because I think what it tends to do 
is to break down the equality which 
should prevail in this body among all 
Members, and no confidential informa
tion of this nature should be given to 
members of committees in private and 
not to the full membership. 

The ACTING PRESIDENT pro tem
pore. The time of the Senator has ex
pired. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that I may yield 
2 minutes of my time to the Senator from 
Iowa. 

The ACTING PRESIDENT pro tem
pore. The Senator from Iowa is recog
nized. 

Mr. HUGHES. I thank the distin
guished Senator from West Virginia. 

Mr. President, I thank the distin
guished majority leader for his comments 
in relation to what has been reported by 
the press as to Pentagon's informing 
some Members of this body of the begin
ning of the bombing, and its continua
tion. 

I was shocked by the information as it 
dribbled out of the Pentagon during the 
last week or 10 days, because with each 
new memorandum that went out, new 
statements were made through their 
press office to the media at the Pentagon, 
information which was later denied, 
changed, and altered resulting in some 
confusion as to what they were willing to 
disclose to the country or to the com
mittee. At a later time I will point out 
the paralleling policies of this Nation, the 
political pressures, and the attitude of 
the American people toward war and the 
expanding war in Southeast Asia, which 
I think are very interesting. 

Once again we have discovered that 
there was not only a secret war being 
conducted for years in Laos, but a secret 
war in Cambodia that began 2¥2 months 
after this administration took office
concealed from Congress and the people 
and devastating in the ramifications it 
contains for constitutional government 
in this country. 

ORDER OF BUSINESS 

The ACTING PRESIDENT pro tem
pore. Under the previous order the Sen
ator from Hawaii <Mr. FoNG) is recog
nized for not to exceed 15 minutes. 

<The remarks Senator FoNG made at 
this point on the · introduction of a pro
posed constitutional amendment <S.J. 
Res. 137) and a series of eight bills <S. 
2220 to S. 2227) dealing with changes in 
the Constitution and immigration and 
nationality laws, are printed in the Rou
tine Morning Business section of the 
RECORD under Statements on Introduced 
Bills and Joint Resolutions.) 

THE ENERGY SHORTAGE IS REAL 
Mr . . McCLURE. 1\![r. President, the 

American people are being deceived and 
misled by their Government and the na
tional press. They are being told that-the 

present gasoline shortage is either phony 
or has been solved, depending on whether 
they are listening to the Federal Trade 
Commission or the American Automo
bile Association. They are being told that 
shortages, both present and predicted, 
will be avoided by energy R. & D. and that 
environmental legislation has not con
tributed to them. They are being told 
that removing some energy-related func
tions of the Department of the Interior 
and then renaming it the Department of 
Energy and Natural Resources will help 
solve the administration's problems of 
coordination of Federal energy opera
tions. The American people are being 
duped. If we are to avoid crippling eco
nomic, environmental, and social disrup
tions in this society, it is essential that 
the hard, cold facts concerning our en-

. ergy crisis be told. Only with the facts 
can public support be gained for the 
tough political decisions that lie ahead. 

The present gasoline shortage is real. 
There is no evidence that it was con
trived by anyone, contrary to the insinu
ations of the Federal Trade Commission 
and its staff. A careful reading of there
cently released report will verify that. 

· Statements such as, "These major 
firms, which consistently appear to 
cooperate rather than compete" <em
phasis added), illustrate the subjective 
conclusions that replaced objective facts. 
I am concerned that the present Chair
man of the Federal Trade Commission 
m~y not yet fully realize the respon
sibility and need for objectivity which 
accompanies this position. It is possible 
that his previous position as Assistant 
to the Director of the Domestic Council, 
John Ehrlichman, did not adequately 
prepare him for this important, demand
ing assignment. 

The chairman of the Senate Commit
tee on Interior and Insular Affairs 
recently requested a background paper 
on the gasoline shortage from the Con
gressional Research Service of the 
Library of Congress. In the summary 
of this paper, prepared by Mr. David M. 
Lindahl, is found an objective conclusion 
concerning the gasoline shortage, which 
I will quote: "Limit-ed refinery capacity, 
flagging domestic production, and a 
worldwide shortage of low-sulfur crude 
resulted in restricted supplies." 

Mr. President, I ask unanimous con
sent that the complete summary be 
printed in the RECORD. . 

There being no objection, the. state
ment was ordered to be printed in the 
RECORD, as follows: 
THE GASOLINE SHORTAGE: A NATIONAL PER

SPECTIVE; A BACKGROUND PAPER PREPARED BY 
THE CONGRESSIONAL RESEARCH SERVICE 

SUMMARY 

·The gasoline shortage is the result of sev
eral factors acting in conjunction. Limited 

. refinery capacity, flagging domestic produc
tion, and a worldwide shortage o! low
sulphur crude resulted in restricted sup
pli-es. At the same time demand was rising 
at rates much higher than before. This im
balance, if it continues, could create serious 
eoonomic problems. The gasoline shortage 
has already had a major impact on con
sumers, farmers, and independent market
ers. Unfortunately, there are no quick or 
simple solutions. The only short-term relief 
is likely to come from imports of foreign oil 
and oil products and through conservation 
efforts. A recurrence of gasoline shortages 
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can be expected for at least the next three 
years un.t11 new refineries are built. Untll 
such time a.s supply once again 1s suf
ficient to meet demand, artificial means 
may be needed to ensure that supplies of 
gasoline 1Lt'e alloeated to those wno need 
t hem fo~ high priority uses. 

Mr. McCLURE. With regard to re
finery capacity, the paper states the ma
j or problem facing newoonstruction: 

Siting is a. major ~bstaele to new refinery 
construction that remains a. problem. Dela
ware, for -example, llas ba.nned refinery con
struction a.nd other heavy industrial in
stallations 11.long its coasts. Sites .in other 
areas have also been contested on environ
mental grounds. 

The paper goes on to say: 
The export of refinery capacity has been 

accelerated by siting problems. Even though 
modern refineries are not nearly as objection
able as ere earlier refinerie~ very few com
munities ha.:ve shown a willlngness to permit 
construction. The added costs of pollution 
controls. sltlng delays. court injunctions, 
coastal zone Tegulations and other problems 
have led many eompanies to build their re
fineries outside the borders of the United 
States. 

It is of interest to analyze the charge 
that the present shortage was created in 
order to benefit the major on companies. 
Congressional and Presidential response 
to the .shortage has been, however, com
pletely predictable~ increased Govern
ment control of the oil companies and 
their oper.ations. The Senate, for in
stance. has passed the Emergency Fuels 
Allocation Act of ~973, whfie the Presi
dent is preparing a mandatory allocation 
program. In other words, there was no 
1·at1ona1 basis for .assuming that a gaso
line shortage would improve oil company 
problems, but. as any astute political ob
server could have predicted. a shortage 
would result in increased Govemment 
regulation and control of the industry. 

At the same time, thoug~ that the 
American public ls being told that major 
oU companies .. created'' the gasoline 
shortage, they are also being told that the 
shortage is no longer a s.erious problem. 
One of the major supporter.s of this 
thesis is the American Automobile Asso
ciation. 

AAA reports have been responsible for 
headlines such as "Gas Shortage Eas
ing," but, let us examine closely the date 
contained in these reports. A week ago, 
the AAA reported a "measurable" easing 
of the nationwide shortage. Their own 
data, however. showed that 46 percent 
of the stations polled were operating 
normal hours, compared with 43 percent 
the week before. In addition. 48 percent 
were curtailing hours, compared to 49 
percent the previous week, and 1 0 per
cent were limiting the amount of gaso
line motorists could purchase, compared 
witb. 11 percent. I du not believe that 
cnanges of 1 to 3 percent repre
sent ••measurable" easing. :s;t'urthermore, 
their latest report ::ndicates that th:.. sit
uation has further "imp~.oved," when 
"4'1 percent" of the stations polled were 
operating normal hours-up from 46 
percent the week before. Would it not 
have been more accurate to report that 
over half our retail stations were still 
r-estricting their hours of operation? ~ 
further breakdown, ho ever, of AAA 
data shows that in a recent survey of 

service station operations 1n the New 
Y.or.k and New Jersey areas, the AAA 
checked with 216 major outlets and only 
4 independent outletsA :I question the 
validity, if not the motive, of thls type of 
survey~ 

The harmful effects of such misleading 
items are_, however, evident. On the east 
coast_, vacationing moto1·ists drive bliss
fully to the beach. creat~g 8~ mile 
traffic jams. And_, why should they not? 
Have they not been told that the .shol·t
age is "easing"'? Why should they re
duce their speed to 50 miles per hour, or 
think twice before making two trips to 
the store instead of one? They have been 
told not to worry; The gasoline is there. 
But_, in several critical areas of our Na
tion, the gaso11ne is not there. This fact 
will become evident to the urban vaca
tioner this fall, when food supplies be
come scarcer. Of course, the Senate will 
_probably pass .an Emergency Food Al
location Act of 1.9'13, but 1: do not think 
that that win grow many crops. 

Fanners in Idaho • .and elsew.here, are 
not getting all 'the fuel they need. A 
recent artlcle in the Idaho Statesman, 
dated July 12, l~l73. gra,phically descr.J.bes 
the impact of the real gasoline shortage 
on agriculture. You can well imagine the 
feelings of these men and w.omen when 
they read that "Exxon Halts Allocation 
of Gasoline," and will provide wilimited 
supplies to SeJ.'Vice stations east of the 
Rocky Mountains. Or, that Phillips 
Petroleum has increased the quantity of 
gasoline .available east .of the Rooky 
Mountains. Mr. President, r ask unani
mous eonsent that this article fr.om the 
Idaho Statesman be included in the 
RECORD. 

Ther.e being -no .objection, the article 
was .ordered to be printed in the REcoRD, 
as follows; 
FARMS FACE FuEL BIND AS IDAHO HARVESTS 

NEAK 
(By Larry Buser) 

Farmers who have increased produ-ction 
over last year. or who have purchased larger 
tractors, may ti..nd themselves in a fuel bind 
as the potato and wheat harvests app~oach. 

Farmers With tractors that consume more 
gasoline and whose production increases re
quire more machinery are having to make 
do with the same amount of gasoline or less 
than they were allotted last year. 

The state executive director of the Agricul
t ural Stabilization and Conservation Service 
(ASCS). Forest J. Severe, Boise. says the gas 
supply situation for farmers looks "very sus
picious." 

He said some farmers have been going to 
service stations to fill cans with gasoline for 
farm machinery, apparently beeause their 
fuel allocations are insufficient to meet their 
needs. 

The ASCS otllce receives reports on gas 
supplies from farmers and gasoline distribu
tors and forwards these reports to Washing
ton to the Interior Department's Office o! 
Oil and Gas. The department in Washington 
then contacts the oil dealers or their regional 
distributors to dettn•mine what action Will be 
taken. 

Severe says attempts to satisfy -the 35 or 
more shortage eom.plaints have .. not been 
very encouraging or very glamorous as far 
as the effort we're putting into it. I'd say 
now we're getting about 10 to 15 per cent 
s ucoess" in solving short age problems. 

Art Hunt. ex.ecutive director of the Ada
Boise County ASCS, says. "Generally lf a 
farmer has received fuel in the past l'rom the 
same distributor, he shouldn•t have too much 
difficulty ca-rrying out 1973 operations." 

He says there was "a frightening scramble" 
for fuel by 'SOme faTmers earlier this summer 
but that now most are ~'more confident" 
-their gasoline needs will be met. However, he 
says. those who llave ln<ereased land or busi
ness aTe experiencing some hardships in try
ing to obtain more ·fuel. 

Lloyd Brown, ASCS program specialist, says 
the faTmer who has purchased gasoline regu
larly from a. distributor is getting by but 
might be a little ""'edgy" about the situation. 
Re says in -addition to those 'Who have in
creased production -or who ha-ve gone to 
larger m-a<ehirrery, the farmers who have been 
"shopping around" .rather than purehasing 
fl'OID. one dealer -are ha-ving problems obtain· 
ing fuel. 

"Brown says farmers who are new in th~ 
a rea and have no regul-ar dealer here often 
"ean•t get any at -all and have to scrounge 
around and. get 'Whatever they can. • 

However, those who are forced to ptrrchase 
.fuel at service stations must pay about 40 
cents per gallon rather than the fann de
livery price of 32-35 cents per gallon, -up ftve 
or six. cents from early spring. sa-ys Severe. 

Farmers in the Burley area are feeling the 
fuel strain and Mobil and Sinclair oil com
panies stopped servicing customers this 
sprin,g. Fred Allen, Atlantic-Richfield dealer 
who serves mucb of Ca-ssia CountyJ is •really 
tight" and he is not permitted to take on 
any new -accounts. Allen says Mobll had been 
supplying about 50 farmers in the 'Burley 
a.Tea Who are now ha-ving "a devil or a. time" 
getting fuel. 

He says -the Mobil customers had written 
Washington two months ago-requesting allo
cations but have not been able to obtain 
necessary fuel. "We tried to b.elp some a little 
bit and llave gotten our hands spanked ... by 
the company fo~ taking on new accounts, he 
says. 

One or Allen·~ -regular customers reoently 
increased his potato acreage and needs more 
fuel for production. '"He's really screaming 
(for gasoline):· he says. Diesel fuel, Allen 
says. is also getting scarce. 

Area ltistribtitors receive gasoline supplies 
at the b~nning of each month, says Allen, 
and '"it's the end of the month we're -stretch
ing it." In June Gov. Andrtts established a 
"gasoline shortage hotline/' Troubleshooter 
Pat Va-ughan says he received .. 'a fturry of 
cans near the end of June but which ha-ve 
dropped off considerably since the first of 
Juty. 

Some farmers had purchased large gaso
line storage tanks ranging from 200 to 20,000 
gallons earlier this summeT but Allen says 
.. They can't get anybody to ftll them so they 
haven't gained anything." 

Mr. McCLURE. Mr. President. to solve 
this present shortage of both gasoline 
and diesel fuel, and to prevent future 
shortages of fuel oil, with resultant elec
tric power blackouts and industrial shut
downs, it is vital that the public know 
the facts. They need to know that there 
is no allocation or Tationing plan which 
can increase supplies. Government con
trol of supplies can, at best, redistribute 
shortages. The public also needs to know 
that energy R. & D. is not going to help 
meet onr present or short-term needs. I 
have been a strong supporter of increased 
R. & D., but a realistic evaluation must 
inelude the realization that the results 
are years in the future. 

One of the haroest f-acts to be faeed, 
though_. by the American -public 1s the 
need fm• reexamination of our national 
environmental goals a.nd legislation. The 
future energy needs of our society can
not be met unless this unpleasant task 
is faced up to. And .. we must begin with 
the Clean Air Act Amendments of 1970. 

Regardless of recent statements by en
vironmentalists, air equality control re-
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quirements have been one cause of the 
present fuel shortage. I believe that most 
people are now aware of the increased 
fuel consumption of new automobiles. 
Reports of 6 or 7 miles to the gallon are 
not uncommon. Despite misleading state
ments by the Environmental Protection 
Agency, the fact is that a major portion 
of that decreased fuel efficiency is due 
to emissions control requirements im
posed by law. Another requirement of 
the law, though, that is not so easily 
understood is the limitation on emissions 
of sulphur dioxide from electric power 
plants and other industrial fuel users. 

On June 28, the EPA released a report 
by the Sulfur Oxide Control Technology 
Assessment Panel which concluded that 
"sulfur dioxide removal from stack gases 
is technologically feaf.ible in commercial
sized installations." The report adm!ts 
that "the reliability of currently avail
able systems has been the subject of some 
question," but the authors "believe that 
an additional18 months operating exper
ience--or by 1974.--should effectively re
move engineering barriers to the applica
tion of stack gas cleaning to many facili
ties." Apparently the companies who 
manufacture this equipment do not share 
this belief, because to date none of them 
will provide enforceable guarantees of re
liability for any S02 removal system. A 
recent study of S02 removal systems by 
Battelle's Columbus Laboratories made 
the following statements about the ex
perience with limestone scrubbing tech
nology in the United States: 

With 40 years of small-scale experience, and 
now four years of intermittent but much 
more intensive large-scale development on 
relatively large units, the availability of these 
plants is at most 25 to 30 percent. Unless 
there are significant breakthroughs to cope 
with the problems remaining, it seems pos
sible that another 2 to 10 years will be re
quired to achieve 100 MW and over, and 
some experts seriously question whether such 
scrubbing will ever be achieved with lime
stone scrubbing. (Emphasis added) 

The concept of reliability with respect 
to our Nation's electric generating capac
ity must be emphasized-especially in 
view of conce1n by all of us over energy 
supplies of all types. "Reliability" means 
the annual average proportion of time 
that a plant is available for electric gen
eration, whether operated or not. Our 
Nation's fossil-fuel-fired electric gener
ating plants have an average reliability 
of nearly 90 percent. To force control de
vices on these plants which would cut 
their reliability by even 10 to 20 per
cent woulc~ be disastrous. Of course it is 
difficult to conceive that the Government 
would force ouT country's generating ca
pacity to be substantially reduced by mal
functioning control devices. 

The control equipment would have to 
be bypassed if the plants are to continue 
to operate to meet the energy demand. 
It seems senseless to have a huge in
vestment-and we are talking in terms 
of billions of dollars on a nationwide 
basis-in a technology that is nonfunc
tional. The consumers would really "take 
it in the neck"-or the pocketbook
in higher rates and higher prices if we 
were to follow that strategy. 

Another major unresolved problem 1s 
the disposal of waste products from stack 
gas cleaning systems. The SOCTAP re-

port points out that 100,000 megawatts 
of functioning flue gas desulfurization 
equipment would produce 48 million tons 
of sludge per year, which would cover 
160 square miles to a depth of 10 feet 
assuming a 20-year storage requirement. 
It is misleading to suggest that the air 
quality problem is solved when that so
lution merely created a monumental 
solid waste problem. 

The rationale behind the SOCTAP re
port is that if the industry is forced to 
buy the control technology then they 
will be able to find the engineering solu
tions to the reliability and disposal prob
lem. The problem with this rationale is 
that it forces industry to turn their full
scale generating plants into experimen
tal stations. There is no question that 
the electric industry will purchase and 
install the S02 removal technology if 
that is what the law demands. However, 
the people of this country will be footing 
the bill in terms of increased electric 
bills and reduced amounts of available 
electricity. I feel the conclusion that S02 
ftue gas removal technology is now feas
ible is a decision that is premature and 
will force an unwise allocation of our 
country's resources in an unproven tech
nology. 

Prior to EPA's adopting the conclu
sions of the SOCTAP report, I recom
mend an examination of the points I 
have raised with respect to that report's 
conclusions. 

In order to meet air quality standards 
with available technology, the electric 
utilities have increased their consump
tion of fuel oil, discarding the abundant 
domestic coal reserves. In 1972, for in
stance, the Nation's electric utilities 
burned 493.9 million barrels of fuel oil, 
a 24.7 percent increase over 1971. In ad
dition, unnecessary stringent sulphur re
strictions on residual fuel oil have forced 
utilities to increase their consumption 
of the light distillate oil used for home 
heating. One estimate of the amount of 
No. 2 oil and diesel fuel which will be 
used this year for blending with higher
sulphur residual oil is 186,000 barrels per 
day. One major utility alone, Common
wealth Edison in Chicago, will use 233 
million gallons of No. 2 and diesel fuels 
to generate electricity this year. When 
you realize that seven gallons of fuel 
will provide for the cultivation of an acre 
of farm land each year, then 233 million 
gallons is the equivalent of 10 percent of 
the fuel needed to farm the total culti
vated acreage, nationwide. 

One solution to this problem would be 
sulphur content standards for fuels, in 
those areas where human health would 
not be threatened. 

A program must be developed, and im
plemented, by Federal, State, and local 
governments to permit burning of Nos. 
4, 5, and 6 fuel oil of up to at least 1 per
cent sulphur content. This action should 
be taken before the end of August, if we 
are to avoid crippling fuel oil shortages 
this winter. In addition, the use of heav
ier fuels with sulphur contents of up to 3 
percent should be seriously considered, 
in those regions where human health 
would not be threatened. I was amazed 
to read recently of tests conducted at a 
coal-fired electric power plant in Geor
gia, burning coal with a sulphur content 
of about 2 percent. Based on measure-
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ments taken at various locations around 
the plant, sulphur dioxide concentrations 
were much lower than we have been led 
to believe they would have been. At the 
worst location, the S02 concentration on 
the ground was lower than the primary 
ambient air quality standards by a factor 
of 8, and lower than the secondary 
standard by a factor of 6. The primary 
standards are, of course, those required 
to protect the public health, allowing a 
reasonable margin of safety. Secondary 
standards are required to protect public 
welfare-property, birds, trees, fish, and 
so forth. 

I believe that the time for reexamina
tion of the Clean Air Act Amendments 
of 1970, and the implementation of the 
act, has arrived. Congress passed this 
law in 1970, based on available informa
tion. Recent editorials in the Washing
ton Evening Star express the opinion that 
the "clean-air ideal that Congress em
braced so enthusiastically 3 years ago is 
coming into hard collision with the fact 
that its attainment-on the schedule en
visioned-simply may not be possible 
through any rational means." With re
gard to the Clean Air Act standards, 
which the Star says "Congress set so 
blithely and so blindly in 1970," Con
gress should begin a reexamination, 
based on the experience and knowledge 
which has been gained during the past 
3 years. 

Mr. President, I ask unanimous con
sent that these two editorials, dated June 
19, 1973, and June 25, 1973, be included 
in the RECORD. 

There being no objection, the editorials 
were ordered to be printed in the RECORD, 
as follows: 

[From the Washington Star-News, 
July 19, 1973] 

THE CLEAN-Am COLLISION 

The clean-air ideal that Congress em
braced so enthusiastically three years ago is 
coming into hard collision with the fact that 
its attainment-on the schedule envisioned
simply may not be possible through any 
rational means. Developments emerging last 
week from both the Supreme Court and the 
Environmental Protection Agency reinforce 
that view. They cast heavier doubt on the 
nation's ability to meet the air-purity stand
ards set by Congress, to become effective in 
1975. 

First came the court's decision that air 
quality cannot be allowed to deteriorate 
significantly anywhere in the country-even 
out in the great unpopulated expanses where 
pollution doesn't begin to approach the 
limits set by the Clean Air Act of 1970. This 
Interpretation of the act might, if rigidly ap
plied, serve virtually to paralyze growth in 
underdeveloped areas that are seeking new 
industry. And dispersal of some industry 
from the larger congested cities to rural 
towns should, we think, be a part of the gen
eral program to reduce pollution. But the 
worst impact of the decision may hit the 
metropolitan centers in a way that relates, 

. detrimentally, to both pollution and energy 
production. If new electric plants and other 
utilities cannot be located outside the areas 
of urban contamination, the problems of de
pollution and power supply will become 
much more difficult. 

But the extent of this restriction will be 
unknown until there is clarification by the 
court, which gave no written opinion, and 
hence no guidance at all, but only upheld a 
lower court decree by a tie vote. Further 
litigation must be awaited to get the needed 
answers. And meanwhile, some major cities 
have only t he dimmest prospect, or none at 
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all, of meeting the alr s tandards set for 
the year after next. 

That became more starkly apparent last 
Friday when the EPA rolled out a partial 
plan for meeting Congress' r-equirements. An 
astounding reduction o1 tra.flic is contem
plated in 18 urban areas--possibly even a 
total ban on private cars in Los Angeles, and 
a 60 percent cutback of driving in nort hern 
New Jersey. This a good deal more than pub
lic opinion can be expected to bear. Cer
tainly the prospective plans for t he Wash
ington area. (on which we wlll have more to 
say later) would come as a jolt to countless 
wage-earners here. 

Taken as a whole, the EPA's ideas for ur
ban sectors, going into etrect so soon, could 
exact intolerable economic penalties and 
prove politically Indefensible. Given a bit 
more time, the widespread public-transit im
provements now underway, and anti-pollu
tion equipment on autos, can greatly ease 
the pain o! transition to cleaner air. 

Fortunately, the acting EPA chief, Robert 
w. Fri, seems to have no delusions about 
this. In presenting the highly restrictive 
plan, Fri said .he was "not sure these are 
the results that Congress intended," and that 
he will "explore with Congress the desirabil
ity of extending the deadlines for these areas 
that are so deeply atrected." 'That is the wise 
course. Congress should begin reexa.m.ining 
the Clean Air Act, with a view to revisions 
that would allow more 1lexibility in reach
ing some of its .goals. The need is for careful 
coordination, to achieve the 1lna.1 high ob
jectives with the least possible economic 
damage. 

[From the Washington Star-News, July 25, 
1973] 

CoMING To GRIPS WITH REALITY 

For all the clean-air planners' dire warn
tugs of the past year or so about imminent, 
ultra-harsh sanctions against a~tomobile 
pollution, it appears now that Washington's 
problem is not only manageable, but in com
parison with some other urban areas pre
sents hardly a serious challenge. 

This is partly so, o! course, because t hose 
other cities are in so n1uch worse shape, not 
because of an absence of air pollution here. 

By the Environmental Protection Agency's 
own definition, meeting the letter of the law 
by 1975 in the worst of those other p1aces 
'W()uld require curtalllng auto travel in di
mensions of 50 to 100 percent. Such measures 
obviously are po1ltically and economically 
absurd. And as the EPA virtually ~needed 
the other day, it seem.· eertaln both that Con
gress win do something about the statutes 
and that the agency itself will be taking a. 
more tolerant attitude toward enforcement. 

Thus, ln our region's case, most of. the 
steam already has seeped out of such pro
posals as Imposing massive surcharges on 
otr-street parking as a means of discourag
ing auto travel. The EPA, bowing to tech
nological realities, has become more amen
able to stretching out deadlines for anti
pollution devices on older cars. It appears, 
at the moment, that the main components 
of an acceptable Washington area plan will 
involve the purchase of additional buses, 
conversion of more street space to the exclu
sive use of buses and car pools, bans {to an 
undetermined degree) on street parking, and 
curtarung air pollution at filling stations. 

We con:unend thts emphasis on crash pro
grams of improved public transit not only 
because political and technological reality 
demands it, but as plain common sense. A 
signlftca.nt drop ln the use of cars cannot 
occur in a vacuum, !or the travel demands 
remain. I! the decrease is to occur at all, a. 
1'eaSOnably adequate :alternative m.ea.ns of 
mobility is a first requisite. 

Quite plainly. no one at this point really 
knows what will occur next in regard to the 
clean-air standards which Congress set so 
blithely and so blindly in 1970. Much of the 
answer will rest wit h Congress, but not 1?.11. 

If, in the first place, urban areas all over the 
nation are thinking about vastly increasing 
their bus 1leets-as apparently they are
there is a. real question about the ability of 
industry to deliv~r them. 

For all the uncertainties, however, our lo
cal situation has its bright side. After a great 
deal of unconscionable foot-dragging on the 
part of Maryland, officials of -that state, Vir• 
glnia and the District reportedly are finally 
on the verge of agreement on a coordinated 
plan for the Washington area as a wllole. 
That is a large step forward. And if a plan 
half-way reasonable is submitted voluntarily 
to the EPA, our guess is that it will be ac
cepted gratefully, wit h a sigh of relief. 

Mr. McCLURE. During its reeaxamina
tion of the act, I urge my colleagues to 
consider the implications of imposing 
needless and costly burdens on our so
ciety, particularly at this time of prob
lems and shortages in fuels, agriculture, 
international trade, and the value of our 
currency. The Standing Committee on 
Environmental and Resource Manage
ment~ of the National Academy of Public 
Administration, recently issued its re
port on national energy policy and pro
grams. I would like, at this point, to quote 
from that report, concerning the impact 
of environmental controls on our society: 

For the most part, environmental controls 
must ultimately be left to the states and, 
in some cases, to regional agencies. The states 
should be allowed to pursue their own proJ
ects to achieve environmental control within 
t he 11mlts of minimum ambient standards 

, to be set by the Federal government. These 
should be conservative values, and the states 
Should be granted some elbow room. The 
current procedure of requiring federal ap
provals, and o1 federal pressures on the states 
to propose unrealistic standards, should be 
abolished. EPA now twists the arxns of state 
agencies forcing them to propose overly strict 
environmental standards under the threat 
that the Federal agency will take over if 
local agencies are not strict enough. The 
Feder.al program gives little or no recognition 
to trade-otrs. that is the overall social costs 
of enVironmental requirements at any level. 
The mindless Federal pursuit of environ
mental extremism-including the pursuit of 
zero discharge into water and to the total 
"nondegradation" of the air-1s nonsensical 
on its own terms. More than that, it ignores 
both the needs and resources of the states 
and localities in many if not all areas. 

Whether speaking about federal-state re
lationships or relationships within the Fed
~ra.l government, we must improve the co
ordination between energy decision making 
and environmental decision making. The 
separation and exaltation of environmental 
administration will lead, as in any single
miSSion program, to the ignoring of trade
otrs. Today, Section 101 of the Federal Water 
Pollution Control Act postulates a national 
objective of zero discharge of pollutants to 
navigable waters by 1985, and the Clean Air 
Act calls for the protection and enhance
ment of air quality with J.a.ngua.ge which has 
been read by the courts as meaning total· 
nondegradation. We must consider the im
plications of both zero discharge to water 
and nondegradation of the a.1r in terxns of 
the growing scarcity of clean fuels and the 
vastly higher prices people Will pay for en
ergy if it must be produced with a closed 
cycle technology !or both air and water pol
lution control purposes. Our Federal .and 
stat~ environmental laws must be reVised 
to provide for a rational balance of our vari
ous societ al object ives, including the pro
vision and use of energy in light of costs 
and benefits. 

In the same vein, we must move away 
from a Federal policy t hat prescribes a rigid 
national .standard for allowable exnissions. 
This policy will strain an already limited 

supply of high qualit y fuel. Some areas can 
accommodate more pollutants than others 
and stlll have good water and air. In such 
areas, sources should be permitted to oper
ate at emission and discharge rates com
mensurate with ambient quality mainte
nance. Again, fiat emission controls impose 
needless and costly burdens and make .im
possible a rational balance of environmen
tal and other object ives in light of the cost s 
and bene!it s. 

In summary, Mr. President, the pres
ent gasoline shortage-is real. There is no 
evidence to show that it is contrived. 
The voluntary allocation program is not 
meeting the needs of farmers, ranchers. 
and other agricultural producers. And, 
the shortage of petroleum products will 
continue and grow worse, if the Congress 
and the administration do not act. In a 
fr.ee society such as ours, though, that 
action requires public understanding 
and support. I urge the national press 
to help provide all the facts, and choices, 
which are availabl-e. The decisions to be 
made may be hard, but the hardships of 
the American people, resulting from in
decision, will be harder. 

ORDER OF BUSINESS 
The ACTING PRESIDENT protem

pore. Pursuant to a previous order, the 
Senator from West Virginia <Mr. RoBERT 
C. BYRD) is recognized for not to exceed 
8minutes. 

Mr. ROBERT C. BYRD. Mr. President, 
I yield back the remainder of my time. 

ROUTINE MORNING BUSINESS 
The ACTING PRESIDENT protem

pore. Under the previous order, there will 
now be a period for the transition of 
routine morning business of not to ex
ceed 15 minutes~ with statements 
therein limited to 3 minutes. 

Mr. ROBERT C. BYRD. Mr. President, 
I suggest the absence of a quorum. 

The ACTING PRESIDENT pro tem
pore. The clerk will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER (Mr. 
HATHAWAY). Without objection, it is so 
ordered. 

COMMUNICATIONS FROM EXECU
TIVE DEPARTMENTS, ETC. 

The ACTING PRESIDENT pro tem
pore <Mr. BURDICK) laid before the Sen
ate the following communication which 
was referred as indicated: 
PROPOSED AMENDMEN'l'S TO THE BUDGET FOR 

1974-DEPARTMENT oF STATE .AND ARMs 
CoNTROL AND DISARMAMENT AGENCY (S. 
Doc. No. 93-26) 

A eommunica.tion from the President of 
the United States, transmitting proposed 
a.nlendments 'to the request for appropria
tions 1iransmitted m the budget for the fiscal 
year 1974, for the Department of State and 
Arms Control and Disarmament .A.gency {with 
accompanying papers) . Referred to the Com
m.it tee on Appropriat ions, and ordered to be 
printed. 
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REPORTS OF COMMITTEES 

The foTiowing reports of committees 
were submitted: 

By Mr. JACKSON, from the 'Committee 
on Interior and Insular A1l'alrs, with 
a.n1endments: 

s. 1B28.. A blll to :require t1re Pr~idem to 
.appoint, with the .advlce and C<mSell.t of the 
Senate. the head of the .Mming Enf.Qt'eement 
and Safety Admin.is.tration, Department of 
the Interior (Rept. No~ .93-3~0). 

'EXECUTIVE REPORTS OF 
COMMITTEES 

As in executive .session, tbe fDTiow.lng 
favorable xeports of nominations were 
submitted: 

By Mr. LONG, from the G.amm.ittee en 
Finance: 

Stanley B. Tru>mas. of New YDrk,. to be an 
Assistant 'Secretary of Health, 'Educatton, and 
Welfare; and 

Wllliam L. Glll'ii~rd, of Ne York. to be a 
Deputy liTnder Secretary or lthe 'D"e8S111T. 

The above nominations were :reported 
with the recommendation th.at the nom
inations be confirmed, .subject to the 

ominee's -commitment to reSJll)lld to re
quests to appear and testify before 'anY 
-duly constituted committee of the Senate. 

mntOD'UCTION OF BILL'S AND 
30INT RESOLUTIONS 

The f'Ollowtng bills and joint resolu
tions were introduced, read the first time 
Mld. by unanimous consent, the second 
time. and referred as indicated; 

:By Mr. FONG: 
S. '2220. A bill t'o repeal the "'OOOlf trade" 

laws; 
S. 2221. A bill to repeal the 13ertl1lon Sy.s

tem of Identification; 
s. 2222. A bill to amend the Immigration 

and N'B.tiona1ity Aet to remove 'the .ffistmc
tion between .Eastern and West.em. Hemts
phel':e immigrants, to establish m:a. tmmwa
tion ceiling, and for other purposes; 

S. .2223. A ,bJ.U to amend the .IJ:nmJ,g.r.ation 
anci Nationality Act to provlde that parents 
of permanetlt residents be ellglhle w file for 
the .second preference category; 

.s . .2221. A blll to amend the .Immigration 
and Nationality Aet to include sons 11.nd 
daughters within. the provision .relating to 
waiving the exclusion from the United States 
'tar !mud; 

S. 2225. A bill to amend the .Immigra..ti.on 
ami Natlnna.lity Act to include .sons :and 
daughters wltltin the provision r.ela.tmg to 
exclusion from deportation or aliens ex
cludable for fraud-; 

'S. '22'26. A bill to amend section. '31.2 u! 
the Immigration and Nationality Act with Te
pect to certain tests for naturalization; and 

S. 222'1. A bill to lUllend the Immlgra:tlon 
.and Nationality Act to provide for record
ing of admission fo.r permanent residence ln 
'the case of certain aliens who entered the 
United States prior to October S, 1965. Re
ferred to the Committee on the Judiciary. 

By Mr. BROCK: 
S. 2228. A bill to provide for greater tits

closure of the nature and costs of real 
estate settlement services, to eliminate the 
payment of kickbacks and unearned fees in 
connection with settlement services pro
vlded ln federally related mortgage tram
'ft.'Ctti-ons, and for other purposes. Referred to 
the Committee on Banking, Housing .and 
Urlm.n Atrairs. 

'By Mr. BmLE (for himself and :Mr. 
C&N.NON): 

S. .2229. A blll to authorize the Director 
of the Bureau o! Mines to extend certain 
assistance to oertain intlividuals engaged in 

nlineral explur:ation and development. Re
ferred to the Committee 011 Interior and 
Insular Affairs. 

.By Mr. CURTIS; 
S. 2230. A bill to amend tbe Watershed 

.Protection '8ll'd Flood Prevention Act. as 
amended. Refen'ed to tbe Committee on 
Agriculture and Forestry. 

:By .Mr. SPARKMAN: 
S. '2231. A bill for the relief of George W. 

Wright. Befemed. to the Conunittee on the 
.Judiciary. 

By :Mr. HOLLINGS {for himself .and 
Mr. MAmnrsoN) : 

S. 2232. A bill to promote com:meree a-nd 
,protect •the oen.vkonment by establishing 
procadur~ ·for the :siting. conskuetion, :and 
:operation of deepwater port facilities off the 
.ocoast of t~ United Sm~ and ior ether 
purposes. Ref.er.r~ to tae Oommittee on 
Con:unerce. 

By:Mr_ CHURCH [forblmself, Mr. 'HAT· 
"FFEL'D, Mr. 'McCL'URE, and 'Mr- PACK

WOOD)': 
s. 2233. A bill. tG establiSh the :H~ns Canyon 

Nati<mal Recre·a.tlGJl Ar.ea in 'the States .of 
ld.a.bo. Oregon :and Washington. and .!or other 
purpGSieS. Be!eued ~ Ute Committee on. In· 
terior and Insular ~k'.s. 

.By Mr~ WILLIAMS (f<ll' himself. Mr. 
BROOKE, Mr. TOWER. Mr. 'PROl::MXRE, 
and Mr. MciNTYRE):: 

S. 2234:. A bfil to amend tbe Seeurtties Ex
change Act of 1934 tG pro\"kle for the collec
tion aru1 ptili1ic dls&eminll.tlon .of inionna
tion concerning the .bol~J:ngs t>f -and trans
actions in seeuritia .by institutioimi ill ves
tor.s. inclaclli:lg banks, bank holding .com.psn
ies. insur.ane& CGmpa.ni:es, trust eompanies, 
investment adYlsers, investment companies, 
separate accounts, dealers, pension-benefit or 
profit•sharlng trusts and plans, eharltable 
en'downrent funds, and other funds main
tained Ol' utilized .for purpose Q[ conec
t:tve investment. Referred to the Committee 
on Banldn.-g. Housing '8.D.d Urban .Affairs. 

By Mr. HART: 
.S. .223~- A bill to establish an equitable 

prlv.ate retirement system. Refereed to the 
Commit-tee on Finance. 

By Mr. 'FONG-: 
S. J. Res. 137. Joint resolution pl'opostng 

aD. amendment m tlle Constitution ef the 
United Slates wUh re:spect !;I) eli~b1Hty tot 
the Olli'oe 'Of Presidellt .a.rul Vice Pl'estlient. 
Referred to the Committee on the Judidary. 

By .MI-. CURTIS: 
S.J. "Res. 1311. Joint resolution to amend 

the Economic Stabilization Act. Referred 'tl) 
the Comm.itltlee un 'Banking, Housing and 
Urban Affairs. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

ByMr.FONG. 
S. 2220. A bill to repeal the "eooly 

trade~'laws~ 
S. 2221. A in to repeal the Bertillon 

System -of 'Identification; 
S. 222'2. A biD to :amend the I:mmigr -

tion and Nationality Act to remo e the 
distinction between Eastern and Westem 
Hemisphere immigrants, to establish an 
im.migraticm ceiling. and for other pur
poses; 

S. 2223. A :bill to amend the Immigra
tion and Nationality Act to provide that 
parents of permanent residents be eligi
ble to iile fo.r the second preference 
category; 

S. 2224. A bill to amend the 'Immigra
tion and Nationality Act to include J;ons 
and daughters within the provision re
lating to waiving the exclusion from the 
United States for fraud; 

S. 222'5. A bill to -amend tlle Immigra
tion and Natienality A~t to ine1ucre sons 

und daughters within the pr0\·1slon relat
ing to ·exclusion from deportation. of 
aliens excludable for fraud; 

S. 2226. A biU to mnend section 312 of 
the Immigration and ationality Act 
with respect to certe.in tests for natt..rrali
'Zation; and 

S. 2'227. A b to amend the Immigra
tion aad Nationality A-ct to provide for 
recording of admissimm. ior perman.en·i; 
residenee 1n the ease of certain .alien<.: 
who entered the United states "Prior to 
October 3~ 1965~ Referred to the Com
mittee on the Judicial'Y. 

S.J. Res. 137. Joint resolution pr<~pos
.ing an amendment to the Constitution of 
the United States with respect to eligi
bility for the Office of President 1md Vree 
President.. Ref-erred o the Committee on 
the Judiciary. 

Mr. FONG. Mr. Pr-esident, in the early 
196o•s, my oolleagues and I led a long 
and hard effort to amend the immigra
tion and natnra!izat1:on laws so 'aS to 
elbninate most, if not all. of the dis
criminatory concepts and provisions 
then in the law and to add provisions 
so as to reunite families. 

In ills effort, ere highly sucr:ess-
ful-insof.arr as lre Aet of October 3~ 19'65 
went in amending tne Immigration -and 

:ationality Act. 
MAJ'Oll PR<WZSYONS .OF '1'9'S5 ~'I' OF 

IMMIGRATION AND NA'TIONALITY ACT 

The Act of October 3, 1965 amended 
th~ immigration laws so -as to provide for 
the issuance of 1'70;000 'Visas to "Persons 
born in the Eastern Hemisl)here and 
120,000 visas to "Persons born in the West
en 'Hemisphere, a td .I of .290,00 visas a 
year. 

(a) Eastern Hemisp'h-ere :Immigrants: 
The Act .of Oetober 3, 1.905, as I indi

eated, amended the immigration iaw.£ .so 
as to permit the issu.sn~ :of 170, 0 visas 
to persons bom ill "'each independent 
country, self-g-overning dominion, man
\ia/ted territcny., and tenirory Ul'l.der Ute 
international trusteeship system uf the 
United Nations" in the Eastern Hemi·· 
sphere. A maximum number ~f '20~000 
immigrant visas in. any .meal year was 
o be available o each sue fnreign state. 

n imm.igr.aTr bom in a comny :or 
o her eom.I>OIUmt or dependent ·area of 
"' foreign state is cllargea!l to the lim
itation. of the foreign. · e, with .not to 
exceed l pere.ent of the maximliJDl nu.m
ber of immigrant "Visas 3Y.a.ilable to each 
state ~Hable to any eh eoluny or 
area. 

"Immediate relatives.. and "'sp-ecial 
immi.gra.ru :s" were made admissible with
out regard to this Eastern .Hemisphere 
numerical limitation. 

Immediate relatives were defined by 
the '8mendment :as ~'children. .spouses 
and parents 'Of a citizen of the United 
States"-in the case Df parents, the citi
zen must be at least .21 years of age~ 

Special immigrants, who had been 
formerly termed "nonquota immi
grants." wer.e defined by the act as per
sons born in the Western Hemisphere, 
returning permanent .residents, certain 
former citizens applying for reacquisi-
tion of citizenship. ministers 'Of reli
gion .and employees o-r retired former 
employees of the U.S. Government 
abroad who bad performed faithful 
service for 15 years and who the Seere-
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tary of State approved for such entry to country, subject to labor certification, x. DisCRIMINATioN 
because of services in e;.{ceptional cir- but not subject to the Eastern Hemi- <A> coNsTITUTioNAL DISCRIMINATioN 
cumstances. sphere preference system. Constitutional Amendment to Make 

All persons born in the Western Hem- (c) Effect of 1965 Amendment of Im- Any Citizen Eligible for Office of 
isphere, as I indicated, were treated dif- m~gration and Nationality Act: President. 
ferently from those born in the Eastern The old "quota" system was effectively Every person in order to become a 
Hemisphere. These difl'erences I shall abolished. naturalized citizen-as well as every citi-
more fully describe momentarily. In addition, and, most importantly, no zen and most peoples in the world, has 

The 170,000 visas for persons born in person is to receive any preference or be read and studied our Constitution. 
the Eastern Hemisphere were allocable discriminated against in the issuance of It is a tribute to the foresight and wis
on the basis of eight categories: an immigrant visa because of race, sex, dom of our Founding Fathers that, with 

First preference: Up to 20 percent or nationality, place of birth, or place of a mere 26 amendments, of which they 
up to 34,000 visas were made available residence. themselves brought about the first 10, 
to unmarried sons and daughters of An alien who had entered the United our great Nation under this constitution 
citizens; States prior to June 30, 1948-instead of is about to celebrate its bicentennial in 

Second preference: Up to 20 percent or the previous date of 1940-if he had con- 1976, a mere 3 years from now. 
up to 34,000 visas were made available tinuously resided in the United States up But, that wonderful Constitution has 
to spouses and unmarried sons and to the date of enactment of- the 1965 one very serious drawback-It limits the 
daughters of aliens lawfully admitted for amendment, was of good moral character office of President to "natural born" citi-
permanent residence; and ineligible to citizenship because of zens. · 

Fourth preference: Up to 10 percent or his status, wa~ permitted to adjust his Clause 5 of section 1 of article n of the 
17,000 visas, to manied sons and daugh- status to that of a permanent resident, Constitution now reads: 
ters of citizens; and in the discretion of the Attorney General. No person except a natural born citizen, or 

Fifth preference: Up to 24 percent or There were other technical and minor a citizen of the United states, at the time of 
40,800 visas, to brothers and sisters of amendments of the immigration law, but the adoption of this constitution, shall be eli
citizens; this was the main thrust of the Act of · gible to the office of president; neither shall 

Or, in other words, 74 percent of the October 3, 1965, which became fully op- any person be eligible to that office who shall 
170,000 visas or 125,800 visas a year erative in 1968. not have attained to the age of thirty-five 
were made available to families of -At long last, quota restrictions on years, and been fourteen years a. resident 
citizens and permanent t·esidents. the Asian-Pacific Triangle, which had within the United States. 

Then, 20 percent of the 170,000 visas covered 80 percent of the peoples of the Clearly, naturalized citizens are not 
were made available to certain categories world, were eliminated! eligible for the Presidency. This has been 
of immigrants based on th~ir quali:fica- -All persons, regardless of race, sex, recognized· by the Supreme Court in 
tions. These were: nationality, place of birth or of residence Knauer v. United States, 328 U.S. 654, 

Third preference: Up to 10 percent or in the Eastern Hemisphere and all per- 658 (1946). 
17,000 visas were made available to mem- sons in the Weste1n Hemisphere were Knauer v. United States was a 
bers of the professions or persons pos- afforded equal treatment under our laws! proceeding in which the Government 
sessing exceptional ability in the sci- --Our hu.."nanitarian interest in and was successful in its efforts to cancel the 
ences or the arts who will substantially concern for the peoples of the world and Certificate of Naturalization of a person 
benefit prospectively the national econ- ~ in reuniting families was clearly evi- of German origin who actively supported 
omy, cultural interests or welfare o~ the denced I 8~ percen~ or up to 136,000 of the ·· Hitler.· and Nazism on the ground that _it 
United States; and 170,000 VlSaB av~able to persons from had been secured by fraud in that he had 

Sixth preference: Up to 10 percent or the Eas~rn HemlSphere countri~~ are· falsely and fraudulently represented in 
17,000 visas, to qualified immigrants n_o:v avallabl~ to r~fugees a~d families of his petition that he was attached to the 
capable of performing specified skilled Cit~ens and permanent re.s1dents of the . principles .of the Constitution and had 
or unskilled labor, not of a temporary or Uruted States. . taken a false oath of allegiance. 
seasonal nature, for whtch a shortage Vfe have now h~d almost 5 years ex-· Mr. Justice Douglas, in his opinion, at 
of employable and willing persons exists perien~e _under -this Act of Octo~er _3, 658, stated: 
in the United States. 1965, Whlch became fully operative m Citizenship obtained through naturaliza-

In addition, 1968. . . . tion is not a second-class citizenship. It has 
Seventh preference: Up to 6 percent The trme ~s now at hand for a review been said that citizenship carries with it a:n 

were made available for conditional en- of what we did. of the rights and prerogatives of citizenship 
t f t li · Com On the whole we did a remarkably obtained by birth in this country "save that 
ry as re ugees o a ens .In non: - · , . b' ' of eligibility to the Presidency." Luria v. 

munist or non-Communist-dommated goo<· 30 · . United states 231 u s 9 22 
countries who <A> because of persecu- All too much in the fashion of our trme, • · · • · 
tion fied from any Communist or com- I shall not review with you what is right Even in his dissent on the ground that 
munist-dominated country or area or a?<>ut our immigration. and naturaliza- <:o!lgress. is not g~v~n power to take away 
any country in the general area of the t10n laws. I sha~ go directly to what I c~tlZenshrp once 1t Is conferred, Mr. Jus-
Middle East and are unable or unwilling feel needs correct1on today. t1ee Rutledge, at 677, stated: 
to return on account of race, religion, or PROPOSED CHANGES IN coNsTITUTioN AND I do not find warrant in the Constitution 
political opinion or (B) are persons IMMIGRATION AND NATIONALITY LAws for believing that it contemplates two classes 
uprooted by catastrophic national ca- I am today introducing a constitu- of citizens, excepting only fCJr two purposes. 

t . 1 d t d · · ht One is to provide how citizenship shall be !amity who are unable to return to their IOna amen men an a senes of eig acquired, Const., Art. I,§ a; Amend. XIV,§ 1, 
usual place of abode; and . bills to amend the immigration and · the other to determine eligibility for the 

Eighth preference: Nonpreference naturalization law. These fall into four presidency. const., Art. II, § 1. The latter is 
visas. Whatever visas, up to each coun·- categories: the only instance in which the charter ex-
try's maximum 20,000 visas, were not I. To eliminate discrimination- . pressly excludes the naturalized citizen from 
used in any other category were to be whether based on citizenship by birth or . any right ?r privil_ege the native-born pos-

t 1. t• th h 1 sesses. Luna v. Umted States, 231 U.S. 9, 22. 
made available to any other such per- na ura _Iza lO?, or rae~, or on e em- I do not think there is any other in which 
sons desiring to immigrate to the United sphere 1n wh1ch one is born; his status is, or can be ma.de, inferior. 
States. · II. To broaden the provisions of 

Labor certification is required for the law to enable sons and daughters and 
third, sixth, and eighth preference visas. parents to be more readily reunited with 
None is required for the other categories. their families; 

(b) Western Hemisphere Immigrants: III. To facilitate naturalization de-
one hundred and twenty thousand visa spite language difficulty; and 

numbers were made available to immi- IV. To update the adjustment pro
grants from the Western Hemisphere, visions for law-abiding persons ineligible 
exclusive of immediate relatives of citi- for permanent residence who have been 
zens. These are allocated on a first come, in the country continuously for a con
first served basis, without limitation as siderable period of time. 

Thus, our naturalized citizens are, by 
the terms of the Constitution, in effect, 
relegated to second-class citizenship. 

They are ineligible to the highest office 
our country can offer its citizens. 

The United States is the poorer for 
that! We not only hurt our world image 
of being a country of equality for all 
under law, but we deprive ourselves of 
the potential services of many persons, 
even the one citizen who could best 
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serve our country at a particular time 
because of an accident of birth. 

There has . been much spectiJ.ation on 
this restriction in the absence of any ex
planation of the origin or purpose of the 
presidential qualification clause in the 
recorded deliberations of the Constitu
tional Convention. However, whatever 
the motivation of our forefathers may 
have been, as then Acting Attorney Gen
eral Richard· G. Kleindienst stated in 
a letter commenting on this subject to 
the Honorable James 0. Eastland, chair
man, Committee on the Judiciary, under 

· date of April 21. 1972: 
.Although there may have been 'Some jus

tification for sucn a restriction 180 years 
ago, it presumably has no place in the Con
stitution today. AB the Supreme Court ob
ser:ved in Schneider v. Rusk, 377 U.S. 163. 165 
(19M), except for the difference drawn by 
Article II, section 1 of the Constitution that 
only the "natural born" citizen is eligible 
to be President, "the rights of citizenship 
of the native born and the naturalized per
son are of the same dignity and are co-exten
sive." 

This built-in discrimination against 
naturalized citizens should and must be 
eliminated from our Constitution. 

Further, the very term "natural born" 
citizen is open to controversy. Does it 
mean only persons born on the soil of the 
United .States and not children born 
of American citizens living abroad? 

This was a question when the candi
dacy of George W. Romney for the Presi

. dency was being urged. 
My Amendment makes it clear that 

all persons who are citizens of the United 
States-however that cit~enship was ac
quired-by birth or naturalization~ are 
eligible for the office of President. 

Additionally, some question exists as 
to whether the 14-year residency in the 
United States is to be immediately pre
ceding the date on which a term of of
fice commences or whether the provision 
of Article II, section 1 that the person 
shall have been "fourteen years a resi
dent within the United States" means at 
any time prior to the taking of office. 

President Hoover's right to enter upon 
the office of President was not challenged 
although he had not been a resident of 
the United States for 14 years imme
diately preceding his assumption of office. 

Nonetheless, this . ambiguity too is 
cleared up in my proposed Amendment. 

Residency in the United States for a 
total of 14 years at any time preceding 
the date on which the term of office 
commences is to be the requirement •. 

Mr. President, 1 ask unanimous con
sent that clle text of my joint l'esolu
tion proposing an ·Amendment to the 
Constitution of the United States with 
respect to eligibility for the offices of 
President and Vice President be printed 
in the RECORD at this point~ 

There being no objection, the joint 
resolution was ordered to be printed in 
the RECORD, as follows~ 

SENAXE .JoiNT REsoLUTWN 137 
Resolved bl/ the Senate and House of Rep

re!J!tntatives -of the United States of America 
in Congr.es11 .assembled~ (two-thirds of each 
House concurring therein) .. That the follow
Ing a.rtlcle is proposed as an amendment to 
the Constitution of the United States. which 
sllall . be valid to all intents and purposes as 
part o:f the Constltqtlon 1:f ratified by the 
legiSlatures of three-fourths 1>f the several 

States within 7 years after its submission to 
the States for rat'ification: 

••Article-
"Notwithstanding the provlsion of clause 5 

of section 1 of Article ll of the Constitution 
relating to citizenship, any person who is a 
citizen of the United. States shall be eligible 
to the Ofilce of President if he has been a 
resident of the United States for a total of 
at least fourteen years at any time preceding 
the date on wh1ch commences the term of 
office for which he is elected, and if he is 
otherwise eligible to such office." 

(B) RACIAL DISCRIMINATION 

Mr. FONG. Two types of racially dis
eriminatory laws are still be found in 
our statutes. These are the "Cooly Trade 
Laws" and the Bertillon System of:Iden
ti:fication. Both of these discriminate 
against Orientals. 

( 1) Cooly Trade Laws: 
Webster's New Intemational Diction

ary, second edition, unabridged, defines 
"coolie" or "cooly" as-

In India, Egypt, and China, and sometimes 
Japan, especially .among Europeans, a Dll.
tive unskilled hired laborer, or a porter or 
carrier; also. elsewhere, a cheap labor-er 
transported from the East Indies, China, or 
Japan. 

Webster's Third New International 
Dictionary, unabridged, defines a "coolie" 
as an unskilled laborer, carrier, or porter 
or a semiskilled menial usually in or 
from the Far East, hired for low or sub
sistence wages. In Africa, a person of 
Indian origin or descent. 

In 1862, Congress enacted what is 
termed "The Cooly Trade Laws" ~o cor
rect what was then a widespread prac
tice of exploiting persons of Oriental 
origin, particularly Chinese and Japa
nese. These persons were procured abroad 
and brought to other foreign ports or 
places-including the United States
where they were disposed of, sold, or 
transferred as servants or apprentices, or 
held in service or labor. J .. merican cit
izens were made subject to a fine of $2,000 
and a 1-year prison term for engaging 
in such coolie traffic or building or sailing 
any vessels for such traffic. Any vessels 
used in coolie trade and owned by cit
izens of the United States or registered 
or licensed in the United States were 
made subject to forfeiture to the United 
States. 

This law was amended in 1869. again 
in 1875 and :finally in 1911~ 

The 1815 amendment made it a crim
inal offense for a citizen or anyone amen
able to the laws of the United States to 
take to or from the United States any 
subject of China, Japan, or any Oriental 
country. "without their free and voiun
tary consent, for the purpose of holding 
them to a term of .service;~ or for -anyone 
to contract to supply coolie labor. All 
contracts for a term of such service in 
the United States were declared void. 

In 1911, when the Circuit Courts' duties 
were transferred to the District Courts, a 
correcting technical amendment was en
acted. 

While these laws undoubtedly had a 
laudable purpose when enacted, today 
they are obsolete. 

The word ncoolie" can-ies a demean
ing connotation to the person of Oriental 
descent to whom it is applied and it is 
used only when that connotation is in
tended. 

There is no practical need today for 
such laws; they are merely a source of 
irritation to persons of Orient.al orig4l.. 

These ''Cooly Trade Laws.,, should be 
deleted fro~ our statutes-they $ould 
not be a source of racial misunderstand
ing perpetuated in our statute books. 

Mr. President, I ask unanimous con
sent that the text of my bill repealing 
the "Cooly Trade Laws" be printed in the 
RECORD at this point. 

There being no objection, the bill was 
ordered to be pli.nted in the REcORD, 
as follows: 

s. 2220 
Be it enacted by the Senate and House -of 

Representatives of the United States of 
America in CongreS3 4Ssembled., That :sec
tions 2158-2163, Revi-sed Statutes. a.nd ser:
tlons 1, 2, and 4 of the Act of March .3, 1875 
(ch. 14.1, 18 Stat. 477) (8 U.S.C. 331-339 , 
are hereby repealed. 

Mr. FONG. (2) Repeal of Bertillon 
System of Identification: 

By the Acts of March 17, 1894, and of 
April 28, 1904, ConJress provided for the 
.Bertillon System of Identification at the 
various ports of tmtry, to prevent the 
unlawful entry of Chinesemto the United 
States. This was a part of the section of 
the law titled the "Chinese Exclusion 
Laws." 

Webster's New International Diction
ary. second edition. unabridged. describes 
the Bertillon System as a system for the 
identification of persons by a physical 
description based upon anthrot>ometric 
measurements, notes or markings, de
formities, color, impression of thumb 
lines, and so forth. 

Webster's Third New International 
Dictionary, unabridged, describes it as a 
system for the identification of persons 
by a physical description based upon 
anthropometric measurements, stand
ardized photographs, notation and clas
sification of markings, color, bodily 
anomalies, thumb print impressions, and 
other data that has been largely super
seded by :fingerprinting. 

In 1943, the other sections of the Chi
nese Exclusion Laws, of which this sec
tion providing for the use of the Bertil
lon System was a part, were repealed
Act of December 17, 1943. 57 Stat. 600. 
However, this section was not included 
in the provisions of that repeal .statute 
even though for some years prior thereto, 
no moneys had been appropriated to 
prevent entry of illegal aliens referred 
to this section. 

I feel I need say very little to support 
repeal of this last, obsolete section of the 
Chinese Exclusion Laws. The very mem
ory of this discriminatory legislation 
based solely on race should be elimi
nated from our statute books. 

Mr. President, I ask unanimous -con
sent that the text of my bill to repeal 
the Bertillon System of Identification be 
printed in the RECORD at this point. 

There being no objection. the bill was 
ordered to be printed in the REcoRD. as 
follows: 

s. 2221 
Be it enacted by the Senate and House 

of Representatives .of the llmtea .States of 
America in Cangr.ess assembled. Thai Acts 
of March 17, 1894. ..Article III, .28 Stat.. 12U; 
April ~B. 1904. c. 1762. § 1, 33 Stat. 47B {8 
u.s.c. 298), are hereby yepealed. 
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(C) HEMISPHERIC DISCRIMINATION 

Mr. FONG. The October 3, 1965 Act 
amending the Immigration and Nation
ality Act, as I indicated, eliminated most 
of the discriminatory provisions of 
the law. 

Under the provisions of the Immigra
tion and Nationality Act prior to the 1965 
amendment, as I indicated before, per
sons born in the Western Hemisphere 
were "nonquota" immigrants and per
mitted to immigrate freely. 

The 1965 amendment-section 21 (e) 
of the Act of October 3, 1965-limited to 
120,000 the number of special immi
grants born in the independent coun
tries of the Western Hemisphere or in 
the Canal Zone-except for immediate 
relatives of citizens of the United 
States, who were admissible in any one 
year. Labor certification was required 
for such immigrants. 

Since there was no provision for a 
preference system or for a limitation on 
the number of immigrants admissible 
from any one country, admission is on a 
first-come, :first-served basis. 

While it was never the intent of Con
gress to discriminate against persons 
born in the Western Hemisphere-and, 
in fact, this :first-come, first-served basis, 
was intended to benefit persons born in 
the Western Hemisphere, in effect it has 
proven to be disadvantageous to them. 

As of July 1, 1973, visa applications 
filed prior to September 8, 1971 are being 
processed for persons born in the West
ern Hemisphere. For most countries in 
the Eastern Hemisphere, all preference 
categories are current except for third 
and nonpreference preferences, which 
are being processed for applications filed 
prior to February 1, 1973. 

Additionally, while persons born in the 
Eastern Hemisphere are eligible for ad
justment of status in the United States 
upon application, if eligible, and if an 
immigrant visa is available to him at the 
time of approval of the application, per
sons born in the Western Hemisphere or 
the adjacent islands must leave the 
United States and appear before a con
sular officer overseas in order to adjust 
their immigration status. This is not only 
a great inconvenience but a most ex
pensive procedure-especially in my 
State of Hawaii. 

A person born in the Western Hemi
sphere, who resides in Hawaii and seeks 
to adjust his status to that of an alien 
lawfully admitted for permanent resi
dence, must make a 2,500 to 3,000-mile 
trip to do so. A person born in the East
ern Hemisphere can adjust in Hawaii. 
This casts an unnecessary and costly 
burden on the person born in the West
ern Hemisp~ere, solely ·because of his 
place of birth. 

.These discriminations based on place 
of birth should be eliminated. 

All persons-whether born in the 
Eastern or Western Hemisphere-should 
be treated alike under our Immigration 
and Nationality Law. My bill does that. 

My bill would add the 170,000 Visas 
now available to persons born in the 
Eastern Hemisphere and the 120,000 
visas now available to persons born in 
the Western Hemisphere so as to make 
the numerical limitation 290,000-avail
able to all persons, wherever born. 

My bill would then make all persons 

subject to the preference system I :first 
outlined, so that relatives-first, second, 
fourth, and :fifth preference visas-would 
be reunited; refugees from the Western 
Hemisphere countries would become 
eligible for seventh preference visas· 
professionals and other workers would 
become eligible for third or sixth pref
erence visas; and, should there be any 
unused visas in the preference categories, 
nonpreference or eighth preference visas 
would be available. 

The . 20,000 limitation per country 
would also become applicable to all coun
tries in the Western Hemisphere as well 
as Eastern Hemisphere. 

And, persons born in the Western 
Hemisphere would be eligible to adjust 
their status in the United States on the 
same basis as do persons born in the 
Eastern Hemisphere. 

So as to provide for an equitable ad
justment period, priority dates held by 
perso~ born in the Westetn Hemisphere 
on JUly 1, 1973 would be retained and 
visas allotted for the most preferential 
class to which the immigrant is eligible. 

This bill eliminates discrimination in 
our Immigration and Nationality Act 
based on accident ·of birth in the Eastern 
and Western Hemisphere. This discrim
ination, too, should be eliminated from 
our statute books. 

Mr. President, I ask unanimous con
sent that the text of my bill amending 
the Immigration and Nationality Act to 
remove the distinction between Eastern 
and Western Hemisphere immigrants to 
establish an immigrant ceiling, and 'for 
other purposes be printed in the RECORD 
at this point. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

. s . 2222 
Be i t · enacted by the Senate an d House of 

Representatives pf the United States of 
America in Congress assembled, That sec
tion 201 (a) of the Immigration and Nation~ 
ality Act is amended-

(1) by striking out in clause (i) of such 
. subsection "45,000" and inserting in lieu 

thereof "75,000"; and 
(2) by striking out in clause (ii) of such 

subsection "170,000" and inserting in lieu 
- thereof " 290,000". 

SEc. 2. (a) Section 101 (a) (27) of such Act 
is amended by striking out subparagraph 
(A) thereof and renumbering subparagraphs 
(B), {C), (D), and (E) as (A), (B), (C), and 

_ (D), respectively. 
(b) Section 211 (b) of such Act is amended 

by st riking out "section 101 (a) (27) (B)" and 
inserting in lieu thereof "section 101 (a ) 
(27) (A)". 

SEc. 3. Section 212 (a) of such Act is 
amended-

(1) by strikplg out in p a ragraph (14) "to 
special imm~grants as defined in section 101 
(a) (2!) (A) (other than the parents, spouses, 
or children of United States citizens or of 
aliens laWfully admitted to the United s t ates 
for permanent residence),"; and 

(2) by striking out in paragraph (24) 
"section 101 (a) (27) (A) and (B) " and tn
serting in lieu thereof " section 101 (a) 
(27) (A)". 

SEc. 4 . Sect ion 241 (a. ) (10) of su ch Act is 
amended by striking out " (ot her t han an 
alien who is a native-born citizen of any of 
t he countries enumerated in section 101 
(a) (27) (A) an d an a lien described in sec
t ion 101 (a) (27) (B))" and inserting in lieu 
thereof " (ot her t h a n an alien described in 
section 101 (a) (27) (A))". 

SEc . 5. Section 244 (d) of such Act 1s 
amen ded b y s t ril;;.ing out " is ent it led to a 

special immigrant classification under sec
tion 101 (a) (27) (A) , or". 

SEc. 6. Section 245(c) of such Act is re
pealed. 

SEc. 7. Section 349 (a) (1) of such Act is 
amended by striking out "section 101 (a) 
(27) (E)" and inserting in lieu thereof "sec
t ion 101 (a ) (27) (D)". 

SEc. 8. Section 21(e) of the Act ent itled 
"An Act to amend the Immigration and Na
tionality Act, and for other purposesl', 
approved October 3, 1965, Public Law 89-
236, 79 S t at. 921, is repealed. 

SEc. 9. Each special immigrant, as that 
t erm was defined in section 101 (a) (27) (A) 
of the Immigration and Nationality Act im
mediately prior to July 1, 1973, who had a 
priority date as such an immigrant im
mediately prior to July 1, 1973, shall be 
allotted a visa according to the most prefer
ential class for which such immigrant files 
a visa petition and to which he is entitled 
under section 203 (a) of such Act. Upon ac
cording such class to that special immigrant, 
the dai;e of the filing of his visa petition 
shall be considered to be the priority date 
he had as such a special immigrant. 

SEc. 10. The amendments and repeals made 
by this Act shall become effective on July 1 
1973. , 

II. TO BROADEN THE PROVISIONS OF THE LAW 
TO ENABLE SONS AND DAUGHTERS AND PARENTS 
TO BE MORE READILY REUNITED WITH THEm 
FAMILIES 

Mr. FONG. Back of the various pref
erences for the issuance of visas to immi
grants has been a desire to reunite fam
ilies. As I pointed out heretofore, 74 per
cent of all visas are available to families 
of citizens and permanent residents. 

A. PARENTS OF PERMANENT RESIDENTS 
While parents of citizens are entitled 

to "immediate relative" status and ad
missible outside the quota-section 
201 (b) of the Immigration and Nation
ality Act-there is no provision made in 
the law at present for · parents of aliens 
lawfully admitted for permanent resi
dence to be reunited with their resident 
alien children. 

Permanent residents, too, should be 
permitted to be reunited with their 
parents. 

My bill proposes to make parents of 
permanent residents eligible for second 
preference visas along with the now eli
gible spouses, and unmarried sons and 
daughters of aliens lawfully admitted for 
permanent residence. 

The humanitarian need for such 
amendment, it appears to me, needs no 
further documentation. 

Mr. President, I ask unanimous consent 
that the text of my bill amending the Im
migration and Nationality Act to provide 
that parents of permanent residents be 
eligible to file for the second preference 
category be printed in the RECORD at this 
point. 

There being no objection, the text of 
the bill was ordered to be printed in the 
RECORD, as follows: 

s. 2223 
Be i t enacted by the Senate and Hou se· 

of Representatives of the United States of 
America in Congress assembled, That sec
t ion 203(a) (2) of t he Immigration and Na
tionality Act is amended by inserting after 
"spouses," the following: "parents,", 

B. WAIVER OF EXCLUSION FROM THE UNITED 
STATES FOR FRAUD ON THE PART OF SONS AND 
DAUGHTERS OF CITIZENS OR PERMANENT RESI
DENTS 

Mr. FONG. Mr. President, section 212 
( i) of the Immigration and Nationality 
Act reads: 

' 
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Any alien who is the spouse, parent, or 

child of a United States citizen or of an alien 
lawfully admitted for permanent residence 
and who is excludable because (1) he seeks, 
has sought to procure, or has procured, a visa 
or other documentation, or entry into the 
United States by fraud or misrepresentation, 
or (2) he admits the commission of perjury 
in connection therewith, may be granted a 
visa and admitted to the United States for 
permanent residence, if otherwise admissible, 
if the Attorney General in his discretion has 
consented to the alien's applying or reapply
ing for a visa and for admission to the United 
States. 

Under section 212 <D of the Immigra
tion and Nationality Act, an alien who is 
the spouse, parent or child of a citizen or 
permanent resident who seeks to or has 
procured a visa or entry to the United 
States by fraud or misrepresentation or 
perjury, may be granted a visa, if other
wise admissible, with the consent of the 
Attorney General. . 

Because a child is defined in section 
10l<b) (1) of the Immigration and Na
tionality Act as an unmarried person 
under the age of 21 years, sons and 
daughters of citizens and resident aliens 
who are over the age of 21 years are not 
eligible for this waiver of excludability: 

Since it is the firm and settled prm
ciple of our immigration law to reunite 
families, to make this waiver available 
only to a "child"-as well as parent or 
spouse-of a U.S. citizen or resident alien 
surely does not serve the purpose of re
uniting families. 

All too frequently, the fraud, misrep
resentation or perjury is committed by a 
son or daughter not much over the age 
of 21 and consists of denying their mari
tal status-not necessarily to obtain a 
first or second preference visa-avail
ahle to unmarried sons or daughters of 
citizens and resident aliens, respective
ly-as against a fourth preference visa 
which is available to married sons and 
daughters of citizens, but rather for fe~r 
of incurring a parent's wrath at their 
having married without the parent's 
consent. 

Congress has long made it clear that it 
is the intent to keep family units together 
and preserve family ties, even at the 
cost of rigorous enforcement of the im
migration law. 

In keeping with this humanitarian goal, 
not only children, parents and spouses 
of citizens and resident aliens should be 
eligible for this waiver, but sons and 
daughters should be eligible for this 
waiver of exclusion. My bill would ac
complish this by substituting the words 
"son or daughter" for the word "child" 
now in section 212(i) of the Immigration 
and Nationality Act. 

Mr. President, I ask unanimous consent 
that the text of my bill amending the 
Immigration and Nationality Act to in
clude sons and daughters within the pro
vision relating to waiving the exclusion 
from the United States . f01• fraud be 
printed in the RECORD at this point. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 2224 
Be it enacted by the Senate and House of 

Representatives oj the Un~ted States oj 
America in Congress assembled, That Section 
212{1) . of the Immigration and Nationality 
Act is ·amended by striking out "or child" 

and inserting in lieu thereof the following: 
"son, or daughter". 
C. WAIVER OF DEPORTABn.ITY FROM THE UNITED 

STATES FOR FRAUD ON THE PART OF SONS AND 
DAUGHTERS OF CITIZENS OR PERMANENT 
RESIDENTS 

Mr. FONG. Section 241(f) of the Im
migration and Nationality Act addresses 
itself to the inapplicability of the pro
visions of the section to the deportation 
of an alien excludable at the time of 
entry as an alien who sought to procure 
or procured a visa or other documenta
tion, or entry to the United States by 
fraud or misrepresentation but who was 
otherwise admissible at the time of entry, 
and who is the spouse, parent, or child 
of a U.S. citizen or of an alien lawfully 
admitted for permanent residence. 

Both section 212 (i) and section 241 (f) 
were added to the Immigration and Na
tionality Act by the Act of September 26, 
1961 <75 Stat. 655). 

Section 241 (f) is a companion section 
to section 212(i), and reads: 

The provisions of this section relating to 
the deportation of aliens within the United 
States on the ground that they were ex
cludable at the time of entry as aliens who 
have sought to procure, or have procured 
visas or other documentation, or entry into 
the United States by fraud or misrepresenta
tion shall not apply to an alien otherwise 
admissible at the time of entry who is the 
spouse, parent, or a child of a United States 
citizen or of an alien lawfully admitted for 
permanent residence. 

Immigration and Naturalization Serv
ice v. Errico, 385 U.S. 214 0966), involved 
a native of Italy, who, in 1959, falsely 
represented to the immigration authori
ties that he was a skilled mechanic with 
specialized experience in repairing for
eign automobiles. This was done to evade 
the then applicable quota restrictions. 
A U.S. citizen child was born to the 
Erricos in 1960. 

Scott, aka Plummer v. Immigration 
and Naturalization Service, No. 91, was 
also decided in I.N.S. v. Errico, supra. In 
the Scott case, a native of Jamaica con
tracted a proxy marriage to a U.S. citizen 
solely for the purpose of entry into this 
country. The court found that she never 
lived with her husband and never in
tended to do so. She entered the United 
States in 1958 and thereafter gave birth 
to an illegitimate child, who became a 
citizen of the United States at birth. 

In both cases, the immigrant was saved 
from deportation because of having the 
necessary familial relationship to a U.S. 
citizen. This would also have been the 
case if the familial relationship was to 
a lawful permanent resident. 

The court, at page 220, stated: 
The intent of the Act [P.L. 85-316, Section 

7 (1957), reenacted 75 Stat. 665 (1961), 8 
U.S.C. § 1251 (f)) is plainly to grant excep
tions to the rigorous provisions of the 1952 
Act for the purpose of keeping family units 
together. Congress felt that, in many cir
cumstances, it was more important to unite 
families and preserve family ties than it 
was to enforce strictly the quota limitations 
or even the many restrictive sections that 
are designed to keep undesirable or harmful 
aliens out of the country. 

In I.N.S. v. Errico, 385 U.S. 214 0966), 
the Supreme Court interpreted section 
241 (f) of the Immigration and National
ity Act so as to save from deportation 
an alien who misrepresents his status for 

the purpose of evading quota restrictions, 
if he or she has the necessary familial 
relationship to a U.S. citizen or lawful 
permanent resident, even though the de
portation charge did not result directly 
from the misrepresentation. 

In that case, the Supreme Court re
viewed the legislative history of section 
241 (f) and its predecessor statute <Pub
lic Law 85-316, 71 Stat. 639 0957) ) . 
The Court concluded that the intent of 
the predecessor statute, section 7 of the 
1957 Act was "not to require that aliens 
who are' close relatives of U.S. citizens 
have complied with quota restrictions to 
escape deportation for their fraud, <stat
ing it) is clear from its language, and 
there is nothing in the legislative history 
to suggest that Congress had in mind a 
contrary result." 

The Court stated, at page 224: 
The fundamental purpose of this legisla

tioli was to unite families .... the Act prin
cipally granted relief to persons who would 
be temporarily or permanently separated 
from their nearest relatives if the strict re
quirements of the Immigration and Nation
ality Act, including the national quotas, were 
not relaxed for them. 

And the Court continued, at page 225, 
stressing the humanitarian purpose of 
the statute of "preventing the breaking 
up of families composed in part at least 
of American citizens" or lawful perma
nent residents. 

Despite this affirmance by the Supreme 
Court of the clear expression of intent 
on the part of Congress to unite families 
and grant relief from deportation, it has 
been the policy of the Immigration and 
Naturalization Service to interpret this 
section 241 (f) in as limited a fashion as 
possible. 

To correct this and further the hu
manitarian purpose of reuniting families, 
the word "child" in section 241 (f), like 
the word "child" in section 212 (i), should 
be changed to "son, or daughter," mak
ing the two sections consistent, and ex
cluding spouses, parents, sons or daugh
ters of u.s. citizens or of permanent resi
dents from excludability or deportation 
because of fraud in procurement of a visa 
or other document, or in entry into the 
United States. 

This humanitarian purpose of reunit
ing families would be accomplished by 
my bill. 

Mr. President, I ask unanimous con
sent that the text of my bill amending 
the Immigration and Nationality Act to 
include sons and daughters within ·the 
provision relating to exclusion from de
portation from the United States of 
aliens exclud&ble for fraud be printed in 
the RECORD at this point. 

There being no objection, the text of 
the bill was ordered to be printed in the 
RECORD, as follows: 

s. 2225 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That Section 
241 (f) of the Immigration and Nationality 
Act is amended by striking out "or child" 
and inserting in lieu thereof the following: 
"son, or daughter". 
lll. TO FACn.ITATE NATURALIZATION DESPITE 

LANGUAGE DIFFICULTY 

Mr. FONG. Mr. President, having tried 
to rectify sonie of the discrimination in 
our present Immigration and Nationality 
Act in the bills I introduced today, and 
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to reunite more members of families, it 
is now time to turn our attention to the 
treatment of immigrants when they seek 
to acquire citizenship by naturalization. 
It is our duty to enact laws to see to it 
that they, as well as citizens, are treated 
equitably under our laws. 

The present provision of the Immigra
tion and Nationality Act-section 312-
requires that, in order to be naturalized, 
a person must understand, read, write, 
and speak English. Only persons who 
were 50 years of age and had been living 
in the United States for periods totaling 
at least 20 years when the Immigration 
and Nationality Act was enacted in 1952 
were exempted from that requirement as 
were those physically unable to comply 
with the requirement. 

On the other hand, most States have 
no literacy requirement for voting. 

In my own State of Hawaii, the name 
of a candidate may be printed on the 
ballot with the Hawaiian or English 
equivalent or nickname, if the candidate 
so requests in writing at the time his 
nomination papers are :filed-Hawaii Re
vised Statutes, sect!on 11-112. If a citizen 
is illiterate or physically disa!>led, he is 
provided the assistance of two election 
inspectors who are not of the same polit
ical party-Hawaii Revised Statues, sec
tion 11-139-to assist him in voting. Fur
thermore, if a person otherwise eligible 
to register cannot sign his name, the 
clerk of the county where he registers is 
authorized to mark the affidavit of reg
istration "Unable to sign"-Hawaii Re
vised Statutes, section 11-15-and he is 
then registered as a voter. 

New Mexico and several other States, 
I am informed, authorize ballots and in
structions to be printed in English or 
Spanish. 

In 1966, the Supreme Court of the 
United States in Katzenbach v. Morgan, 
384 U.S. 641 (1966), sustained the con
stitutionality of section 4(e) of the Vot
ing Rights Act of 1965 which prohibited 
States from conditioning the l"ight to 
vote of persons educated in American
:fiag schools in which the predominant 
language was other than English. 

The Spanish-speaking Puerto Rican 
citizens of New York had challenged the 
English literacy test requirement of New 
York in the Katzenbach case. 

The Supreme Court in holding the New 
York law unconstitutional, pointed out, 
at pages 654-655: 

Congress might well have concluded that 
as a means of furthering the intelligent ex
ercise of the franchise, an ability to read or 
understand Spanish is as e1fective as ability 
to read English for those to whom Spanish
language newspapers and Spanish-language 
radio and television programs are available 
to inform them of election issues and gov
ernmental a1fairs. 

It is clear that citizens are deemed to 
have sufficient knowledge to exercise 
their franchise intelligently without lit
eracy tests, or with a knowledge of Span
ish or Hawaiian, or if, as in the case of the 
Puerto Rican citizen in New York, they 
can show they successfully completed the 
sixth grade, or whatever grade is re
quired under State law, in an accredited 
school in any State or territory, the Dis
trict of Columbia or the Commonwealth 
of Puerto Rico in which the predominant 
language is other than English. 

The Court in Katzenbach v. Morgan, 
supra, at pages 656-658, pointed out 
that the question of whether or not Con
gress could have gone further in afford
ing relief to persons literate in a foreign 
language to those educated in non-Amer
ican :flag schools under section 4<e) of 
the Voting Rights Act of 1965 was not 
being decided in that case. 

Surely, we can go the one step further. 
We can and should permit potential citi
zens who are over the age where language 
comes easily to them-! suggest that it 
is reasonable to determine that the age 
of 50 years is such an age in one's life
not to be required to demonstrate an 
ability to read, write, and speak English 
in order to qualify for naturalization as 
a citizen of these United States. We 
should permit such a person over the age 
of 50 years to take the literacy test in 
his own language. The bill which I in
troduce would do just that. · 

This bill would enable a person over 
the age of 50 years, literate in a foreign 
language, who meets all the other quali
fications for naturalization, to take the 
literacy test in his own language. 

Further, it would permit such person 
over the age of 50 years, literate in a 
foreign language, to demonstrate, in his 
own language, his understanding of the 
fundamentals of the history and the prin
ciples and form of our Government need
ed to be a functioning citizen of the 
United States. 

In addition, my bill would waive the 
literacy requirement for those persons 
over the age of 60 years, who have re
sided in the United States for 20 years, 
who are illiterate, but who otherwise 
meet the qualifications for naturaliza
tion. 

These persons, over the age of 60 years, 
who have resided in the United States for 
20 years, could also demonstrate their 
understanding of our form and princi
ples of government in their own lan
guage, rather than in English. 

As I pointed out, when section 312 of 
the !migration and Nationality Act be
came effective in 1952, persons, who were 
then over the age of 50 years and had 
been living in the United States for 20 
years, were not required to demonstrate 
an understanding of the English lan
guage, including the ability to read, write 
and speak words in ordinary usage. 

Since that time, many good persons, 
legally admitted for permanent resi
dence, :find themselves in the same posi
tion-they neither read nor write any 
language. 

It is, I submit, most reasonable to un
derstand and acknowledge the great dif
ficulty a person who has reached the age 
of 60 without ever having learned to 
read or write any language will have in 
trying to lea1n the intricacies of read
ing, writing, and speaking the English 
language with sufficient proficiency to 
meet a test of literacy in English as is 
now required by section 312 of the Im
migration and Nationality Act. 

Therefore, to afford these worthy legal
ly resident aliens, who would otherwise 
be eligible to become worthy citizens, an 
opportunity to become naturalized-de
spite their lack of literacy-this bill 
would waive all literacy requirements for 
such persons and permit them to demon
strate in their own language their under-

standing of the fundamentals of the his
tory and principles and form of govern
ment of these United States. 

Mr. President, I ask unanimous consent 
that the text of my bill to amend Section 
312 of the Immigration and Nationality 
Act with respect to certain tests for nat
uralization be printed in the RECORD at 
this point. 

There being no objection, the text of 
the bill was ordered to be plinted in the 
RECORD, as follows: 

s. 2226 
Be it enacted by the Senate and House of 

Representatives of the United States of Amer
ica in Congress assembled, That section 312 
of the Immigration and Nationality Act is 
amended to read as follows: 
"REQUmEMENTS AS TO UNDERSTANDING THE 

ENGLISH LANGUAGE, HISTORY, PRINCIPLES, 
AND FORM OF GOVERNMENT OF THE UNITED 
STATES 

"SEC. 312. (a) Except as otherwise provided 
in this title, no person shall be naturalized 
as a citizen of the United States on his own 
petition unless he demonstrates an under
standing of the English language, including 
an abllity to read, write, and speak words 
in ordinary usage in the English language. 
The requirements of this subsection relating 
to an ability to read and write shall be met 
if the applicant can read or write simple 
words and phrases to the end that a reason
able test of his literacy shall be made. No 
extraordinary or unreasonable conditions 
shall be imposed upon the applicant. 

"(b) The requirements of subsection (a) 
shall not apply to any applicant who is oth
erwise qualified to be naturalized and who

" ( 1) on the effective date of this Act, is 
over fifty years of age and has been living 
in the United States for twenty years; 

"(2) upon filing his petition, is over fifty 
years of age and can demonstrate an ability 
to read, write, and speak words in ordinary 
usage in his own language; 

"(3) upon filing his petition, is over sixty 
years of age and has been living in the United 
States for twenty years; or 

"(4) is physically unable to comply with 
the requirements of such subsection. 

" (c) Except as otherwise provided in this 
title, no person shall be naturalized as a 
citizen of the United States upon his own 
petition unless he demonstrates a knowledge 
and understanding of the fundamentals of 
the history and the principles and form of 
government of the United States. In the case 
of an applicant to whom subsection (b) (2) 
or (3) applies, such knowledge and under
standing may be demonstrated in a language 
other than English." 
JV. TO UPDATE THE ADJUSTMENT PROVISIONS FOR 

LAW-ABIDING PERSONS INELIGIBLE FOR PERMA
NENT RESIDENCE WHO HAVE BEEN IN THE 
COUNTRY CONTINUOUSLY FOR A CONSIDERABLE 
PERIOD OF TIME 

Mr. FONG. Mr. President, the Immi
gration and Naturalization Service esti
mates that there are between 1,000,000 
and 2,000,000 persons illegally in the 
United States at the present time. 

The Service has neither the personnel 
nor the funds to deport all these people
even if it should be decided that deporta
tion is the answer to this problem. 

Many of these people have been in the 
country for many, many years. They 
have acquired American citizen spouses 
and have American citizen children; 
they have jobs and so have already af
fected the labor market. 

An alien who can show extreme hard
ship to himself, his citizen or permanent 
resident spouse, parent or child under 
section 244(a) (1) of the Immig1-ati.on 
and Nationality Act may apply for sus-
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pension of deportation if he has been 
continuously present in the United States 
for not less than 7 years immediately 
preceding the date of such application 
and proves he is of good moral character, 
and if neither House of Congress passes 
a resolution in opposition. 

Even if an alien is deportable because 
of conviction of a crime involving moral 
turpitude, is an anarchist, Communist or 
subversive, or a violator of the narcotic 
laws, or a prostitute or procurer, or con
victed of a gun violation, engaged in es
pionage, violated the Alien Registration 
Act of 1940 or engaged in importation of 
persons for immoral purposes, under sec
tion 244(a) (2) of the act, he is permitted 
to adjust his status to that of a perma
nent resident if he has been in the United 
States for a continuous period of not less 
than 10 years following such an act and 
proves he has been a person of good 
moral character during all of such period, 
and if in the opinion of the Attorney 
General, his deportation would result in 
exceptional and extremely unusual hard
ship to the alien, his citizen spouse, par
ent or child and if the Congress passes a 
concurrent resolution favoring suspen
sion of deportation. 

Under section 249 of the Immigration 
and Nationality Act, an alien is per
mitted in the discretion of the Attorney 
General to make a record of lawful ad
mission for permanent residence, if not 
inadmissible under section 212 (a) inso
far as it relates to criminals, procurers 
and other immoral persons, subversives, 
violators of the narcotic laws or smug
glers of aliens. If the entry was prior to 
July 1, 1924, the record of entry is made 
as of the date of entry. In the Act of Oc
tober 3, 1965, 79 Stat. 920, the date for 
adjustment was moved up from June 28, 
1940, to a new date of June 30, 1948, with 
a record of lawful admission for perma
nent residence being made as of the date 
of approval of the application for per
sons who have had a residence in the 
United States continuously since such 
entry, are persons of good moral charac
ter and not ineligible to citizenship. 

In the interest of keeping families 
united and as a matter of trying to effect 
a more feasible solution to the problem 
of our illegals, while studying a more 
permanent solution to this problem, I am 
introducing a bill to bring the date for 
making a record of lawful admission for 
permanent residence up to October 3, 
1965, the date of the passage of the 
amendments to the Immigration and 
Nationality Act which set up the new 
preference visa system. 

While not an ideal and while far from 
a total or final solution to the problem of 
the illegal alien, this bill would enable 
persons of good moral character who 
have resided continuously in the United 
States from October 3, 1965 up to the 
date of application to make a record of 
lawful admission for permanent resi
dence and who are not inadmissible un
der sections 212 (a) as criminals, procur
ers or other immoral persons, subversives, 
violators of the narcotic laws or smug
glers of aliens, and not ineligible to citi
zenship, to regularize their immigration 
status and take their place in our society 
and economy, legally, without fear of 
deportation proceedings hanging over 
their heads as a threat to their security. 

Mr. President, I ask unanimous con
sent that the text of my bill to amend the 
Immigration and Nationality Act to 
provide for recording of admission for 
permanent residence in the case of cer
tain aliens who entered the United States 
prior to October 3, 1965 be printed in the 
RECORD at this point. 

There being no objection, the text of 
the bill was ordered to be printed in the 
RECORD, as follows: 

s. 2227 
Be it enacted by the Senate and House of 

Representatives of the United States of 
Ameri ca in Cong1·ess assembled, That section 
249(a) of the Immigration and Nationality 
Act is amended by striking out "June 30, 
1948" and inserting in lieu thereof "October 
3, 1965". 

SEc. 2. (a) The title preceding section 249 
of such Act is amended to read as follows: 
" RECORD OF ADMISSION FOR PERMANENT RESI

DENCE IN THE CASE OF CERTAIN ALIENS WHO 
ENTERED THE UNITED STATES PRIOR TO JULY 
1 , 1924, OR OCTOBER 3, 1965" 

(b) The designation of section 249 in the 
table of contents (Title II-Immigration, 
chapter 5) of such Act is amended to read 
as follows: 
"Sec. 249. Record of admission for permanent 

residence of certain aliens who 
entered the United States prior 
to June 1, 1924, or October 3, 
1965". 

Mr. FONG. Mr. President, the Senate 
Joir': Resolution and eight oills I 1.m in
troducing would, I submit, be a step in 
the direction of a more equitable and 
just treatment of all persons under our 
laws, be they citizens or aliens. 

I ask my colleagues to join me as co
sponsors of all or any of these bills. 

By Mr. BROCK: 
S. 2228. A bill to provide for greater 

disclosure of the nature and costs of real 
estate settlement services, to eliminate 
the payment of kickbacks and unearned 
fees in connection with settlement serv
ices provided in federally related mort
gage transactions, and for other pur
poses. Referred to the Committee on 
Banking, Housing and Urban Affairs. 

Mr. BROCK. Mr. President. it is diffi
cult to overestimate the importance to 
an individual of the events surrounding 
the purchase of his home. For most peo
ple, buying a home is the largest and 
most complex financial transaction in 
which they will ever engage. 

Moreover, in spite of the increasing 
mobility of the American people, the 
average homebuyer is very, very inexpe
rienced in the matter. In his life, he will 
go through the process only a very few 
times, perhaps years and miles apart and 
almost always with different problems. 

A great many people will buy a home 
only once in their lives. For them, and 
for all persons buying for the first time, 
it can be a frightening experience. 

The importance, in financial and other 
terms, of the home purchase, and the 
inevitable inexperience of the individual 
home buyer, add up to a special need for 
the protection of the buyer, and it is to 
that problem, that legislation I am today 
inroducing directs itself. 

At the outset, I want to reject the idea 
that our citizens are not capable of 
thinking for themselves with regard to 
buying a house, or any other aspect of 
their lives. The American people do not 

( .... 1 • ~ ... , 

25287 
need the Government to step in and do 
their thinking for them. What they need 
is the information on which to make 
their judgments. 

I want to reject some specious solu
tions to this problem which, like so many 
grand-sounding ideas with regard to the 
business of finance, would serve only to 
dry up sources of credit. At this very mo
ment, the availability of mortgage money 
is severely limited throughout the cowl
try, and consumers will little appreciate 
it if we worsen the situation by throwing 
out the mortgage baby with the settle
ment cost bath. 

The need is not to impose large new 
costs on the lenders, costs which would 
lead them to further restrict ~redit. The 
need is to assure the homebuyer that 
he has the information he needs in or
der to thoughtfully carry out the process 
of homebuying. 

Among the various aspects of the 
homebuying process, perhaps the most 
confusing of all are settlement costs. The 
legislation I am introducing today will 
help clarify the confusion by providing 
the buyer with the information he needs 
in order to have a clear pictm·e of what 
his settlement costs will be. 

The bill has four substantive provi
sions: 

First. It establishes a national uni
form statement of settlement costs, 
which would become the standard real 
estate settlement form for virtually all 
home purchases in the United States. 

Second. n· directs the Secretary of the 
Department of Housing and Urban De
velopment to prepare and distribute 
special informational booklets to help 
persons borrowing money to finance a 
home better understand the nature and 
costs of real estate settlement services. 
Included in the booklet will be an ex
planation of the uniform statement of 
settlement costs. HUD will distribute the 
booklets to lending institutions, who are 
required by the bill to present one t-o 
each mortgage applicant at the time of 
application is made. 

Third. It requires lenders to provide 
bon-owers-and to the Government in 
the case of governmentally assisted 
loan-the full cost of settlement at least 
10 days prior to the settlement date. Util
izing the uniform statement of settle
ment costs, the lender must provide the 
borrower an itemized disclosure of each 
charge arising in connection with the 
settlement. The lender is specifically 
charged with responsibility for obtaining 
any charges which may originate from 
other sources, and to include these 
charges in the disclosure. Thus the bor
rower will know his complete settlement 
cost, including attorney's fees, taxes, var
ious insurance provisions, credit invest
tigation, title searches, appraisal fees, 
and the like. 

Fourth. It protects the homebuyer 
from having to pay kickbacks and other 
unearned fees, by f:l.atly prohibiting such 
activities, and providing stiff penalties 
for violation. 

Mr. President, this is sound legislation. 
It protects the consumer without de
meaning him, regulates the lender with
out putting him out of business, and 
serves the people at a minimal cost. 
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I am pleased to introduce this legisla

tion, and I urge its careful consideration 
by this Chamber. 

By Mr. BIDLE <for himself and 
Mr. CANNON) : 

s. 2229. A bill to authorize the Direc
tor of the Bureau of Mines to extend cer
tain assistance to certain individuals en
gaged in mineral exploration and devel
opment. Referred to the Committee on 
Interior and Insular Affairs. 

Mr. BIDLE. Mr. President, on behalf of 
my colleague, Senator CANNON, and my
self, I introduce for proper reference a 
bill to authorize the Director of the Bu
reau of Mines to extend certain assist
ance to certain individuals engaged in 
mineral exploration and development. 

Mr. President, this measure could well 
be called the small miners' and prospec
tors' bill. Its purpose is to provide such 
assistance, financial or otherwise, as the 
Director of the Bureau of Mines deter
mines as necessary to enable small, inde
pendent operators to engage in mineral 
exploration and development. It was pre
pared and is introduced at the request 
of veterans of the search for gold, silver, 
and other minerals throughout our West
ern mountains. 

Despite the fact that the large mining 
companies are involved with complex 
electronic equipment in their continuing 
search for mineral resources, the burro 
and the jeep have not been replaced by 
the helicopter. In testimony before the 
Senate Interior and Insular Affairs Com
mittee, it has been continually stressed 
that nearly all of the mineral discover
ies over the past century have been the 
result of individual prospectors making 
the initial discovery and then being 
forced :fbr financial reasons to go to the 
large companies for development. 

This bill, if properly implemented, will 
enable the prospector to again return to 
the hills in research of the minerals we so 
desperately need if the United States is 
to continue to hold its place as a world 
leaders in this industrial age. 

By Mr. HOLLINGS (for himself 
and Mr. MAGNUSON) : 

s. 2232. A bill to promote commerce 
and protect the environment by estab
lishing procedures for the siting, con
struction, and operation of deepwater 
port facilities off the coast of the United 
States, and for other purposes. Referred 
to the Committee on Commerce. 

Mr. HOLLINGS. Mr. President, I in
troduce for appropriate reference a bill 
relating to the siting, constn1ction, and 
operation of deepwater port facilities off 
the coasts of the United States. 

Mr. President, over the next 3 days a 
special joint subcommittee of the Sen
ate Committees on Commerce, Public 
Works, and Interior and Insular Affairs 
will be conducting hearings into the sub-
ject of deepwater ports. Over 30 wit
nesses from Federal and State govern
ments, private industries, universities, 
and environmental groups are slated to 
testify on this important emerging na
tional issue. 

This special subcommittee will be con
sidering S. 1751, the Deepwater Port Fa
cilities Act of 1973, an administration 
legislative proposal addressing this issue. 

After reviewing this legislation, I have 
become concerned about its thrust and 
about its basic features. Accordingly, I 
and Senator MAGNUSON are introducing 
a bill on the same subject which, we be
lieve, is a better alternative to S. 1751. 

In the first place, the administration, 
by designating the Department of Inte
lior as the single lead agency moDi
toling the development of deepwater 
ports, has sought to make the issue pri
marily one of energy. No doubt our en
ergy requirements relate directly to the 
need for such terminal facilities, but I 
see the issue as primarily one involving 
navigation, ships, marine transportation, 
and marine environment. Accordingly, in 
this new bill authority over deepwater 
ports would be given to the Coast Guard 
as lead agency. The Coast Guard, as a 
component of the Department of Trans
portation, is uniquely qualified to man
age matters dealing with vessel and port 
safety, navigation, and protection of the 
marine environment. On the latter as
pect it should be noted that the Depart
ment of Interior's outer Continental 
Shelf safety and environmental protec
tion program has recently received seri
ous criticism, first by the National Acad
emy of Engineering and most recently 
by the General Accounting Office. 

Which leads me to my second point
the environmental protection features of 
S. 1751. I am sure .that the Senate wishes 
to avoid lengthy litigation on deepwater 
ports such as we have witnessed in the 
case of the Alaska pipeline, litigation 
which might still continue. Federal ac
tion on such massive facilities requires 
environmental credibility. We need to 
directly involve Federal agencies which 
have environmental credibility and we 
need to directly involve citizens with en
vn·onmental concerns in the deepwater 
port decisionmaking process. With re
spect to citizen involvement, S. 1751 
would require a public hearing only at 
the discretion of the Secretary of Inte
lior. Our bill would mandate public hear
ings. 

To obtain environmental credibility we 
must be concerned about expertise. The 
draft environmental impact statement on 
deepwater ports now being circulated by 
the Department of Interior is largely the 
work of agencies other than the Depart
ment of Interior. These other agencies. 
namely, the Coast Guard, the Maritime 
Administration, and the National Ocean
ic and Atmospheric Administration pro
vided the bulk of the material which 
went into the draft statement. I might 
mention that the Sea Grant program, 
managed by the National Oceanic and 
Atmosphelic Administration, provided 
the basic input for the Council on En
vironmental Quality's major study on 
the marine environment aspects of deep
water ports. 

Therefore, Mr. President, this new bill 
we are introducing would lodge environ
mental examination responsibility with 
those best suited to handle it with 
credibility. 

Third, I feel that S. 1751 fails to pro
vide States with a strong input into the 
plannnig of the entire system associated 
with deepwater port development; 
namely, refineries, tank farms, industrial 
growth, population increases, and so on. 

For this reason, I suggest that States 
have federally assisted coastal zone man
agement programs to help them cope 
with the monumental size of land-side 
facilities associated with deepwater 
terminals prior to the development of 
those facilities. Since this program seeks 
only to help States make basic planning 
decisions, but does not give the Federal 
Government authority to make planning 
choices, it would be an extremely useful 
tool for States grappling with land-side 
impacts. The same is a.Iso true with the 
land-use program, should be it enacted. 
As a matter of national interest, we in the 
Congress should insure that a State is 
ready to help itself in the ·event a deep
water port is situated off its coast. 

Mr. President, these are a few of the 
changes our bill makes in relation to s. 
17 51. I urge my colleagues to give this 
bill serious consideration. 

I ask unanimous consent that the bill, 
in its entirety, be p1inted at this point in 
the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

S.2232 
A bill to promote commerce and protect the 

environment by establishing procedures for 
the siting, construction, and operation of 
deepwater fort facUlties off the coast of 
the United States. and for other purposes 
Be it enacted by the Senate and HO'USe of 

Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Offshore Marine 
Environment Protection Act of 1973". 

SEc. 2. The Ports and Waterways Safety 
Act of 1972 (86 Stat. 424) 1s amended by 
adding at the end thereof the following new 
title: 
"TITLE III-SITING, CONSTRUCTION, AND 

OPERATION OF DEEPWATER PORT FA
CILITIES IN THE OFFSHORE MARINE 
ENVIRONMENT 

"DECLARATION OF POLICY 

"SEC. 301. (a) FINDINGS.-The Congress 
finds and declares that--

" ( 1) plans now exist for the construction 
and operation of large-scale deepwater port 
facilities off the coasts of the United States; 

"(2) to protect human health and safety, 
to prevent damage to the marine environ
ment, and to assure uniform standards, a 
Federal regulatory mechanism is needed to 
oversee the siting, construction, and opera
tion of such deepwater port facilities; 

"(3) the planned development of such 
deepwater port facilities involves and affects 
interstate and foreign commerce, fisheries 
and wildlife, and navigation and wlll affect 
United States citizens and the marine en
vironment over a broad geographical area; 

"(4) any such deepwater port facility 
which is constructed and operated will nec
essarily generate concurrent development in 
the coastal zone of adjacent coastal States; 
and 

" ( 5) there is a need to insure that each 
coastal State has an approved coastal man
agement program to regulate, control, and 
direct land use developments within the 
coastal zone so that Federal and State co-
operation will effectively manage and protect 
both the coastal and marine environments. 

"(b) PURPosEs.-Congress declares that the 
purpose of this title is to authorize and reg
u1ate the siting, construction, and operation 
of deepwater port facilities and to provide for 
the fullest possible protection of the marine 
and coastal environment to prevent any ad
verse impact which might occur as a direct 
or indirect consequences of the development 
of such facilities. 



July 23, 1978 CONGRESSIONAL RECORD-SENATE 25289 
''DEFINITIONS 

"SEc. 302. As used in this title-
"(1) 'Application' means any application 

submitted under this title for a license to 
construct or operate a deepw-ater port facil
ity, including renewal, modification, and cer
tification as to environmental features of any 
such license or application for license. 

"(2) 'Coastal State' means any State of the 
United States in or bordering on the Atlantic, 
Pacific, or Arctic Oceans, Gulf of Mexico, 
Long Island Sound, or the Great Lakes, and 
includes Puerto Rico, the Virgin Islands, 
Guam, American Samoa, and the District of 
Columbia. 

"(3) 'Deepwater port facility• means any 
manmade structure, either fixed or floating, 
located in the navigable waters of the United 
States more than five hundred feet to the 
seaward of the mean low-water mark or lo
cated beyond the territorial sea of the United 
States and which is intended for use as a 
port or terminal for transportation of goods 
and commodities from vessels to shoreside. 

"(4) 'Citizen of the United States• means 
any private person, individual, association, 
corporation, or entity; or any officer, em
ployee, agent, department, agency, or instru
mentality of the Federal Government or of 
the government of any State or political sub
division thereof. 

" ( 5) 'Licensee' means a person to whom a 
license is issued pursuant to this Act to con
struct or operate a deepwater port facility. 

"(6) 'Marine environment' includes, but it 
1s not limited to, coastal navigable waters, 
the fish and wildlife resources of the coastal 
areas and coastal zone, and the recreational 
and scenic values of such waters and re
sources. 

"(7) 'Secretary' means, except as other
wise specifically provided, the Secretary of 
the Department in which the Coast Guard 
ls operating. 

"(8) 'United States' includes the several 
States, the District of Columbia, the Com
monwealth of Puerto Rico, the territories and 
possessions of the United States, and the 
Trust Territory of the Pacific Islands. 
"LICENSE TO CONSTRUCT OR OPERATE DEEPWATER 

PORT FACILrriES 
"SEC. 303. (a) GENERAL.-No citizen of the 

United States may construct or operate a 
deepwater port facility except on the basis of 
written plans recommended for authoriza
tion and approval by the Commandant of 
the Coast Guard and authorized and ap
proved by the Secretary. Upon such author
ization and approval, pursuant to and in 
accordance with the provisions of this title, 
the Secretary may issue to, transfer to, or 
renew for a citizen of the United States a. 
license to construct or operate a deepwater 
port facility. 

"(1) he determines that the applicant is 
financially responsible; 

"(2) he determines that the applicant can 
and wlll comply with applicable laws, regu
lations, and license conditions; 

" ( 3) he has been assured by the appropri
ate Federal agencies that the proposed facil
ity, as to which a. license is sought, wlll not 
unreasonably interfere With international 
navigation or other reasonable uses of the 
high seas, as defined by treaty, convention, 
or customary international law; 

" ( 4) he has been assured by the Secretary 
of State that issuance is consistent With the 
international obligations of the United 
States; 

"(5) he finds that the issuance would not 
adversely affect competition, restrain trade, 
or further monopolization; and 

"(6) he has been assured, pursuant to sec
tion 304 of this title, that such facility will 
not pose an unreasonable threat to the in
tegrity of the marine environment in which 
lt 1s to be located, and that all possible pre
cautions are being taken and wlll be taken 
to minimize adverse impact on the marine 
environment, including the marine environ-
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ment of the State or States near the coast of 
which such deepwater port facility will be 
located. 

" (C) TERM OF LICENSE.-License issued 
under this title shall be for a. term of no 
longer than thirty years, with preferential 
rights in the licensee to renew under such 
terms and for such period, not to exceed 
thirty years, as the Secretary finds is reason
able and appropriate. 

"(d) ANTITRUST LAws APPLICABLE.-The 
grant of a license tmder this title shall not 
be admissible in any way as a. defense to any 
civil or criminal action for violation of the 
antitrust laws of the United States. 

"(e) TRANSFER OF LlCENSE.-Licenses issued 
under this title may be transferred after the 
Secretary determines that the transferee 
meets the requirements of this title. 

"(f) CONDITIONS, REVOCATION, OR SUSPEN
SION OF LICENSES.-(1) No license shall be 
issued under this title unless the licensee or 
transferee first agrees in writing that--

"(A) there will be no change from the plans 
and operational systems detailed in the ap
plication without prior approval in writing 
from the Secretary; and 

"(B) the license will comply with any rea
sonable condition or conditions which the 
Secretary may impose at the date of issuance 
or transfer of the license or at any time 
thereafter. 

"(2) The Secretary, upon a. petition in 
writing from-

" (A) the licensee; 
"(B) a State adjacent to a deepwater port 

facility constructed or operated by the li
censee· 

"(C) any department or agency authorized 
under section 304 of this title to grant or 
deny any certification; or 

• D) any aggrieved citizen of the United 
States may, with or without a hearing, mOd.i
fy by addition deletion, or other amendment, 
the terms and conditions of any license is
sued, transferred, or renewed under this 
section. 

"(3) The Secretary may, for violation of 
any condition or for other cause shown, sus
pend or revoke any license issued, trans
ferred, or renewed under this section. 

"(g) NATIONAL SECUB.ITY.-Notwithstand
ing the foregoing, the Secretary shall not 
issue a license under this section and shall 
cancel or suspend any license issued in any 
case in which the President determines that 
it would be contrary to the national security 
of the United States: Provided, That within 
ninety days of such determination by the 
President, the Senate. by majority vote, 
consents to such determination. 

''ENVIRONMENTAL CERTIFICATION 
"SEc. 304. (a) GENERAL.-Prlor to the · is

suance. transfer, modification, or renewal 
of any license under section 303 of this title, 
the Secretary of Commerce, through the Na
tional Oceanic and Atmospheric Adminis
tration, shall grant, with or without any 
condition or conditions, or shall deny certi
fication of a deepwater port facility, with 
respect to those features of the facility which 
would affect the marine and coastal environ. 
ment. Upon a showing that the location, con
struction, and operation of such facility does 
not post a.n unreasonable threat to the integ
rity of the marine and coastal environment 
and that all possible precautions have been 
taken to minimize anticipated adverse im
pact on the marine and coastal environment, 
the Secretary of Commerce may grant such 
certifies. tion. 

"(b) CRITERIA.-The Secretary of Com
merce, through the National Oceanic and 
Atmospheric Administration, shall establish 
and apply, and may from. time to time re
vise, criteria. for reviewing and evaluating 
deepwater port facilities. Such criteria may 
include, but are not limited to--

" (1) t h e etfect on ethet ic and recreational 
values; 

"(2) the effect on fish plankton, shellfish, 
and wildlife resources; 

"(3) the effect on the oceanographic cur
rents or wave patterns and upon shore
lines and beaches, including bays and 
estuaries and other features characterist ic 
of the adjacent coastal zone; 

"(4) the effect on alternate uses of the 
oceans and navigable waters, such as scien
tific study, fishing, and other living ~nd non 
living resources exploitation; 

" ( 5) the dangers to such facility occa
sioned by waves, winds, and weather and 
the steps which can be taken to prot ect 
against such dangers; and 

"(6) such other considerations as the 
Secretary of Commerce deems appropriate 
or necessary to fully evaluate any deepwater 
port facility. 

"(c) CoNDZTIONS.-The Secretary o! Com
merce, through the National Oceanic and 
Atmospheric Administration, shall, where 
appropriate, recommend reasonable condi
tions which shall be incorporated into a 
license issued, transferred, modified, or re
newed under to section 303 of this title to 
insure that a proposed deepwater port 
facility does not pose an unreasonable threat 
to the integrity of the marine environment 
and that all possible precautions to mini
mize environmental adverse impact are 
being taken and will be taken and main
tained by the applicant and licensee. 

"(d) APPROVED STATE PROGRAM REQUIRE
MENT.-No certification pursuant to this sec
t ion shall be issued unless the adjacent 
coastal State, or States, shall have an ap
proved coastal zone management program 
pursuant to the National Coastal Zone Man
agement Act of 1972 (86 Stat. 1280). The 
Secretary of Commerce, through the Nation
al Oceanic and Atmospheric Administration, 
shall consult with the appropriate State au
thorities concerning existing and prospec
tive coastal management programs, and shall 
insure the coordination of construction and 
operation of any deepwater port facility with 
such related development in the coastal 
zone as is permitted or contemplated to be 
permitted within an approved coastal man
agement program of the adjacent coastal 
State or States. 

" (e) ENVmONMENTAL PROTECTION AGENCY.
The Administrator of the Environmental 
Protection Agency, prior to the issuance, 
transfer modification. or renewal of any 
license pursuant to section 303 of this title, 
shall grant, with or without any condition 
or conditions, or shall deny certification of a 
deepwater port facility. Upon a. shoWing by 
the applicant that the location, construc
tion, or operation of the proposed facility 
will not result in failure to comply with or 
cause a violation of effluent limitations or 
other standards or requirements imposed by 
the Federal Water Pollution Control Act, as 
amended, or the Clean Air Act, as amended, 
or any other relevant Act which is subject to 
his administration, the Administrator of the 
Environmental Protection Agency may grant 
such certification. 

"(f) SECRETARY OF THE INTERioa.-The Sec
retary of the Interior. prior to the issuance, 
t ransfer modification, or renewal of any 
license pursuant to section 303 of this title, 
shall grant, with or Without any condition 
or conditions, or shall deny certification of a 
deepwater port facility. After consultation 
with the Governor of any State or states off 
whose coasts such a facility is located or is 
proposed to be located, to insure that the 
operation of the facility and directly related 
land-based activities located outside the 
coastal zone, as defined by that State or 
States, would be consistent With the land-use 
program of such State or States, the Sec
retary of the Interior m ay grant such certi
fication. 

LICENSING PROCEDURE 

"SEc. 305. (a) GENERAL.-The Secretary is 
authorized to issue reasonable rules, and 
regulat.ions governing application for and 
issuance. transfer, modification, renewal,, 
suspension, or revocation of licenses pur-
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suant to this title. Such rules and regulations 
shall be issued in accordance with section 
553 of title 5, United States Code, without 
regard to subsection (a) thereof. Such rules 
and regulations shall contain a mechanism 
for full cooperation and coordination with 
the certification responsibility of the Sec
retary of Commerce, the Administrator of 
the Environmental Protection Agency, and 
the Secretary of the Interior under section 
304 of this title. 

"(b) SUBMISSION OF PLANS.-Any citizen of 
the United States making application to 
construct or operate or to modify a deep
water port facility shall submit detailed 
plans to the Secretary, the Secretary of Com
merce, the Administrator of the Environ
mental Protection Agency, and the Secretary 
of the Interior at least two years prior to 
the expected commencement of construction. 
However, in the case of any such facility 
which was constructed in whole or in part 
prior to the date of enactment of this tit~e 
or as to which construction was planned 
to commence prior to two years after such 
date the applicant may submit such plans 
to ;uch parties as soon as possible. The 
agencies shall agree on, and may from time 
to time modify, a single fee to be paid by 
the applicant. Such fee shall be established 
in an amount which shall be sufficient to 
cover the full administrative costs. 

" (C) OTHER AUTHORIZATIONS.-An applica
tion for a license concurrently filed with the 
Secretary, the Secretary of Commerce, the 
Administrator of the Environmental Pro
tection Agency, and the Secretary _of the In
terior shall constitute an applicatiOn for all 
Federal authorizations required for con
struction or operation of a deepwat~r port 
facility. After insuring that an application 
contains all information required, the Sec
retary shall forward a copy thereof to th~se 
Federal agencies which have or share jurlS
diction over any such construction, or opera
tion. No license under this Act shall be 
issued, transferred, modified to authorize 
any extension or expansion of such facility, 
or renewed, until the Secretary has been 
notified in writing by each such agency that 
the application is lawful and proper. 

"(d) ENVmONMENTAL IMPACT STATEMENT.
A single detailed environmental impact 
statement in connection with each license 
shall be prepared jointly by the Secretary, 
the Secretary of Commerce, the Administra
tor of the Environmental Agency, and the 
Secretary of the Interior. Such statement 
shall be circulated in compliance with guide
lines established by the Council on Environ
mental Quality. 

" (e) HEARING REQumEMENT .-A license may 
be issued, transferred, renewed, suspended, 
or revoked pursuant to this title only after 
notice and a public hearing in accordance 
with the ·provisions of section 554 of title 5, 
United States Code. So far as practicable, 
hearings held by the Secretary shall be con
solidated with hearings held by other agen
cies. At least one public hearing shall be held 
in the vicinity of the actual or proposed site 
of a deepwater port faclllty. 
"ENFORCEMENT OF REGULATIONS AND CONDI

TIONS ON LICENSES 
"SEC. 306. (a) RECORDS.-(a) Each licensee 

shall establish and maintain such records, 
make such reports, and provide such infor
mation as the Secretary shall reasonably re
quire or request. Each such licensee shall 
submit such reports and make available such 
records and information to the Secretary as 
he shall by regulation require. 

"(b) INSPECTXON.-Any officer or employee 
duly designated by the Secretary, upon pre
senting appropriate credentials and a written 
notice of inspection authority to any licen
see, is authorized to enter a deepwater port 
faclllty or any property within such faclllty 
to determine whether such licensee has acted 
or is acting in compliance with the provisions 
of tile license and the declaration of policy of 

this title. Such officer or employee may in
spect, at reasonable times, records, files, pa
pers, processes, controls, and facilities, and 
may test any feature of a deepwater port 
facility. Each inspection shall be commenced 
and completed with reasonable promptness 
and such licensee notified of the results of 
such inspection. 

"PUBLIC ACCESS TO INFORMATION 
"SEC. 307. (a) GENERAL.-Copies Of any 

communication, docuxnent, report, or infor
mation received or sent by any applicant 
shall be made available to the public upon 
identifiable request, and at reasonable cost, 
unless such information may not be publicly 
released under the terms of subsection ·(b) 
of this section. Except as provided for under 
subsection (b) of this section, nothing con
tained in this section shall be deemed to 
require the release of any information de
scribed by subsection (b) of section 552 of 
title 5, United States Code, or which is other
wise protected by law from disclosure to the 
public. 

"(b) ExcEPTION.-The Secretary shall not 
disclose information obtained by him under 
this Act which concerns or relates to a trade 
secret referred to in section 1905 of title 18, 
United States Code, except that such infor
mation may be disclosed-

"(!) upon request, to other Federal Gov
ernment departments and agencies for offi
cial use; 

"(2) up request, to any committee of Con
gress having jurisdiction over the subject 
matter to which the information relates; 

"(3) in any judicial proceeding under a 
court order formulated to preserve the con
fidentiality of such information without im
pairing the proceedings; and 

" ( 4) to the public in order to protect 
health and safety after notice and oppor
tunity for comment in writing or for dis
cussion in closed session within fifteen days 
by the party to which the information per
tains (if the delay resulting from such notice 
and opportunity for comment would not be 
detrimental to the public health and safety). 

"RELATIONSHIP TO OTHER LAWS 
"SEc. 308. No action taken pursuant to this 

title shall relieve, exempt, or immunize any 
person from any other requirements im
posed by Federal, State, or local laws, regu
lations, or ordinances. Nothing contained in 
this title supplants or modifies any treaty or 
Federal statute or authority granted there
under, nor does it prevent a State or politi
cal subdivision thereof from prescribing for 
deepwater port faclllties within its jurisdic
tion higher safety or environmental stand
ards. 

"PENALTIES AND REMEDIES 
"SEC. 309. (a) CRIMINAL VIOLATION.-Any 

person who willfully violates any provision 
of this title shall on conviction be fined not 
more than $25,000 for each day of violation 
or imprisoned for not more than one year, or 
both. 

"(b) CIVIL VIOLATION.-(!) Any person 
who violates any provision of this title other 
than willfully shall be liable to the United 
States for a civil penalty of a sum which is 
not more than $25,000 for each day of viola
tion. The amount of such civil penalty shall 
be assessed by the Secretary after notice and 
an opportunity for an adjudicative hearing 
conducted in accordance with section 554 of 
title 5, United States Code, and after he has 
considered the nature, circumstances, and 
extent of such violation, the practicability 
of compliance with the provisions violated, 
and any good-faith efforts to comply with 
such provisions. 

"(2) Upon the failure of the offending 
party to pay such civil penalty, the Secre
tary may commence an action in the ap
propriate district court of the United States 
for such relief as may be appropriate or he 
may request the Attorney General to com
mence such an action. 

"(c) EQUITABLE RE:MEDY.-The Attorney 
General or the Secretary may bring an ac
tion in the appropriate district court of the 
United States for equitable relief to redress 
a violation by any person of any provision 
of this title. The district courts of the United 
States shall have jurisdiction to grant such 
relief as the equities of the case may require. 

"ADVISORY COUNCIL 
"SEC. 310. (a) ESTABLISHMENT.-There is 

hereby established an 'Advisory Council for 
Deepwater Port Policy' which shall assist the 
Secretary in the performance of h is dut ies 
and obligations under this title. 

" (b) MEMBERS.-The Council shall consist 
of fifteen members who shall be appoint ed 
b y the Secretary on the following basis-

" ( 1) two, t o be selected from a list of not 
less than four qualified individuals recom
mended by the American Institute of Mer
chant Shipping, who shall be representative 
of shipping management; 

"(2) two, to be selected from a list of not 
less than four qualified individuals recom
mended by the American Federation of La
bor and Congress of Industrial Organizations, 
who shall be represent ative of maritime la
bor; 

"(3) two, to be selected from a list of not 
less than four qualified individuals recom
mended by the chairman of the Committee 
on Merchant Marine and Fisheries of the 
House of Representatives and the chairman 
of the Committee on Commerce of the Sen
ate as having expert knowledge or experience 
in a scientific or technical discipline relevant 
to the development of marine transportation 
systems; 

" ( 4) two, to be selected from lists of quali
fied individuals recommended by environ
mental organizations, who shall be represen
tative of environmental concerns; 

" ( 5) two, to be selected from a list of not 
less than four qualified individuals recom
mended by the American Petroleum Institute 
who shall be representative of the petroleum 
industry; 

(6) two, to be selected from a list of not 
less than four qualified individuals recom
mended by the National Academy of Sciences 
as recognized authorities in the fields of ma
rine biology, ecology, or other scientific area 
relevant to protection of the coastal and 
marine environment; and 

"(7) three, to be selected from lists of 
qualified individuals recommended by the 
Governors of coastal States, who shall be 
representative of the coastal States. 
As used in this subsection, 'qualified individ
ual' means an individual who is equipped by 
education, experience, known talents, and in
terests to further the policy of this title effec
tively, positively, and independently if ap
pointed to be a member of the Council. Each 
list of qualified individuals shall be accom
panied by such biographies and other ma
terial on each person recommended and in 
such form as the Secretary shall direct. 

" (C) TERMS OF 0FFICE.-The terms Of 
office of the members of the Council first 
taking office shall expire as designated by 
the Secretary at the time of appointment, 
two at the end of the first year, two at 
the end of the second year, two at the end 
of the third year, three at the end of the 
fourth year, three at the end of the fifth 
year, and three at the end of the sixth year. 
Successors to members of the Council shall 
be appointed in the same manner as the 
original members and shall have a term of 
office expiring six years from the date of 
expiration of the term for which their prede
cessors were appointed. Any member ap
pointed to fill a vacancy on the Council oc
curring prior to the expiration of the term 
for which his predecessor was appointed 
shall be appointed for the remainder of such 
term. No member may be reappointed upon 
the expiration of his term. 

"(d) CHAIRMAN.-The members of the 
Council shall select one of their members to 
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serve as chairman of the Council for a period 
not to exceed one year. 

"(e) STAFF SUPPORT.-The Secretary, the 
Secretary of Commerce through the National 
Oceanic and Atmospheric Administration, the 
Administrator of the Environmental Protec
tion Agency, and the Secretary of the In
t:erior may provide the Council with such 
staff support as the Council, with the con
currence of a majority of the members of 
the Council, may request and as any of the 
foregoing officials deems appropriate. 

"(d) FuNCTION.-The Council shall assist 
the Secretary by meeting periodically to con
fer upon and make specific recommendations 
concerning the administration and imple
mentation of this title and concerning the 
submission by the Council of such material, 
views, and reports as the Secretary. the Sec
retary of Commerce, the Secretary of the 
Interior, the Adminlstrator of the Environ
mental Protection Agency, or a committee of 
the Congress may request or as the Council 
may determine to issue concerning any mat
ter relevant to the purposes of this title. 

"CITIZEN CIVIL ACTION 

"SEC. 311. (a) ACTION AUTHORIZED.-Except 
as provided in subsection (b) of this section, 
any person may commence a civil action for 
injunctive relief on his own behalf, whenever 
such action constitutes a case or con
troversy-

"(1) against any person (including (A) 
the United States, and (B) any other govern
mental instrumentality or agency to the ex
tent permitted by the eleventh amend
ment to the Constitution) who is alleged to 
be in violation of any provision of this 
·title or any condition on a license issued 
pursuant to this title; or 

"(2) against the Secretary where there is 
alleged a failure of the Secretary to perform 
any act or duty under this title which is not 
discretionary with the Secretary. Any action 
brought against the Secretary under this 
paragraph shall be brought In the district 
court for the District of Columbia. 
The district courts sha.ll have jurisdiction 
over suits brought under this section with
out regard to the amount in controversy 
or the citizenship of the parties. 

"(b) AcTION BARRED.-No civil action may 
be commenced-

" ( 1) under subsection (a) ( 1) of this 
section-

" (A) prior to sixty days after the plainti1f 
has given notice of the violation (i) of the 
Secretary and (ii) to any alleged violator. 

"(B) if the Secretary or the Attorney Gen
eral has commenced and is diligently 
prosecuting a civil action with respect to 
such matters in a court of the United States, 
but in any such action any person may 
intervene as a matter of right. 

"(2) under subsection (a) (2) of this sec
tion prior to sixty days after the plainti1f 
has given notice of such action to the Secre
tary. Notice under this subsection shall be 
given in such manner as the Secretary shall 
prescribe by regulation. 

" (C) GOVERNMENT INTERVENTION .-In any 
action under this section, the Secretary or 
the Attorney General, if not a party, may 
intervene as a matter or right. 

"(d) COSTS.-The Court, in issuing any 
final order in any action brought pursuant to 
subsection (a) of this section, may award 
costs of litigation (including reasonable 
attorney and expert witness fees) to any 
party whenever the court determines that 
such an award is appropriate. 

" (e) OTHER ACTIONS.-Nothing in this sec
t ion shall restrict any right which any per
sons (or class of persons) may have under 
any statute or common law to seek enforce
ment or to seek any other relief. 

''AUTHORIZATION FOR APPROPRIATIONS 

"SEc. 312. There is authorized to be appro
priated $1,000,000 for the fiscal year 1974, 

$1,000,000 for the fiscal year 1975, and 
$1,000,000 for the fiscal year 1976, for admin
istration of this Act.". 

SEc. 3. The Administrator of the National 
Oceanic and Atmospheric Administration, in 
consultation with the Secretary of the De
partment in which the Coast Guard is 
operating, the Secretary of the Interior, the 
Secretary of Commerce, the Administrator 
of the Environmental Protection Agency. the 
Council on Environmental Quality, the Sec
retary of Housing a-nd Urban Development, 
the Secreta-ry of Health, Education, and Wel
fare, and the heads of other appropriate 
Federal departments, agencies, and instru
mentalities; the Governors of the coastal 
States and the heads of the appropria:te 
departments or agencies of such States and 
political subdivisions of such States; the 
scientific community; not-for-profit organi
zations concerned about protection of the 
:ma.rine environment and coastal zone 
development and management; and private 
industry, shall coordinate a study and pre
pare a plan or plans for the development and 
protection of the offshore marine environ
ment of the United States. This study and 
preparation-

( a) may be conducted outside of the Na
tional Oceanic and Atmospheric Administra
tion under the direction of a. university or 
recognized research center by an interdis
ciplinary group, none of the members of 
which may have a financial interest or con
flict of interest (other than any fee paid 
by the Administrator for serving as a mem
ber of such group) with respect to the 
findings and conclusions of such study a-nd 
the content of such plan or plans; 

(b) shall be completed not less than two 
years a-fter the date of enactment of this 
Act; and 

(c) shall be submitted, upon completion, 
by the Administrator to the Congress with
out prior clearance or review by any other 
official or agency of the executive branch of 
the Federal Governxnent. For purposes of this 
section, there is hereby authorized to be 
appropriated such sums as are necessary, 
not to exceed $10,000,000. 

By Mr. CHURCH (for himself, Mr. 
HATFIELD, Mr. MCCLURE, and Mr. 
PACKWOOD): 

S. 2233. A bill to establish the Hells 
Canyon National Recreation Area 1n the 
States of Idaho, Oregon. and Washing
ton, and for other purposes. Referred to 
the Committee on Interior and Insular 
Affairs. 
LEGISLATION TO CREATE THE HELLS CANYON 

RECREATION AREA 

Mr. CHURCH. Mr. President. I send a 
bill to the desk for appropriate reference. 
in which I am joined by Senators HAT
FIELD, McCLURE, and PACKWOOD. The bill 
is designed to assure that the Hells 
Canyon area in Idaho and Oregon will be 
preserved for the enjoyment and benefit 
of the people. 

This bill represents the culmination of 
months of work and numerous meetings 
between the four Senators from Idaho 
and Oregon. The work has, however, been 
well worth it. For the first time, we have 
reached a common agreement on a legis
lative approach to save the Hells Canyon 
and its surrounding environs. 

Like all initial drafts, the bill can un
doubtedly be improved. This task. how
ever. must be left to the hearing process. 
We intend to hold hearings on the legis
lation in Idaho and Oregon, so that the 
people of our respective States can fully 
express their views. 

l\iajor features of the bill are: 
First. Creation of a Hells Canyon Na

tional Recreation Area. The recreation 
area would include a %-mile '!lutrer on 
either side of the Snake River from 
Brownlee Dam to Oxbow Dam. Just be
fore Oxbow Dam on the Oregon side of 
the river and at approximately the dam
site itself on the Idaho side of the river 
the recreation area boundary begins. 
The recreaton area then surrounds the 
Hells Canyon and continues on to the 
northern boundary of the Nez Perce Na
tional Forest in Idaho and within the 
State of Oregon to the Washington State 
border. A :Y4-m.ile butrer strip continues 
along the Snake River from the end of 
the major portion of the recreation area 
on to the town of Asotin, Wash. 

Second. Creation within the recrea
tion area, of a Hells Canyon Wilderness. 
The wilderness area on the Idaho side 
follows the course of Deep Creek to the 
hydrologic divide of the Snake River 
Canyon and follows that divide with 
some minor variations on to Pittsburg 
Landing; the northern boundary of the 
area is represented by a point approxi
mately 500 feet back from the existing 
road to Pittsburgh Landing. The boun
dary was placed back from the road to 
assure that sufficient fiexibility would 
be allowed for improvement of the road 
to the landing. On the Oregon side of 
the river, the wilderness area begins at 
a point between Oxbow and Hells Can
yon Dams and continue::;, with minor 
variations. along the hydrologic divide 
of the Snake River Canyon to the Ore
gon Washington border. The wilderness 
area includes, within its boundaries the 
seven Devils Peaks in Idaho. Black Lake, 
however, is excluded. The lake is current
ly accessible by a road used by many rec
reation enthusiasts during the summer 
months. There will be no interference 
with this established use. 

Third. A total prohibition on construc
tion of any more dams along the Middle 
Snake River in Hells Canyon. This pro
vision hardly needs elaboration. We seek 
to preserve, in its natural state, the 
deepest gorge on the North American 
Continent. A current moratorium im
posed by the Federal Power Commis
sion upon any dam construction in the 
canyon will expire in September of 
1975. Congress must act to save the 
canyon before that date overtakes us. 

Fourth. Language which protects up
stream water rights in Idaho. I have in
sisted that any legislation dealing with 
Hells Canyon must include language to 
protect the present and future rights of 
the water users upstream in the State 
of Idaho. This bill contains such lan
guage, drafted by the water users them
selves. 

The language reads: 
No provision of this Act, or any guidelines, 

rules or regulations issued hereunder, shall 
in any way Umit, restrict or confiict with 
present and future use of the waters of the 
Snake River and its tributaries upstream 
from the boundaries of the Hells Canyon 
National Recreation Area created hereby, for 
beneficial purposes, whether consumptive or 
non-consumptive, now or hereafter existing, 
including waters used for domestic, munici
pal, stockwater, irrigation, mining, power. 
or industrial purposes. 
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Fifth. A specific directive that exist

ing grazing on public lands within the 
the recreation and wilderness areas 
shall be allowed to continue. The origi
nal Wilderness Act permits ranchers and 
stockmen to continue their grazing oper
ations within wilderness areas. We have 
reiterated that such pastoral uses shall 
not be infringed upon by the provisions 
of this bill. 

Sixth. Limitations on the current 
condemnation powers being exercised by 
the Forest Service in acquiring private 
lands in Hells Canyon. The members of 
both the Oregon and Idaho Senate dele
gations share a common concern over 
protection of private property rights 
within the recreation and wildeness 
Areas created by this bill. Therefore, the 
bill specifically provides that the Forest 
Service may not condemn in excess of 
5 percent of the private lands lying 
within the recreation area for the pur
pose of acquiring title to the land. 

Recognizing that methods other than 
the acquisition of title to the private 
lands can be utilized to protect the area, 
the · Forest Service is allowed to acquire 
scenic easements, by condemnation, if 
necessary without regard to the 5 per
cent limitation. We have attempted to 
strike a reasonable balance with this 
feature. The bill thus enables the Forest 
Service to protect the natural beauty of 
the area, without r_eed for acquiring title 
to private inholdings. 

Seventh. Preservation of multiple-use 
management for all parts of the recrea
tion area, excepting wilderness. The bill 
also provides for a review of certain lands 
within the recreation area for possible 
inclusion within the national wilderness 
preservation system at a future jate. 
The Rapid River drainage in Idaho is 
designated for such a study, and all lands 
lying within the recreation area within 
the State of Oregon are so designated. 
During the period of the study, no action 
may be taken with respect to these lands 
which would result in destroying their 
wilderness eligibility. Lands lying out
side of the areas designated would con
tinue to be administered in accordance 
with multiple-use principles, with recrea
tional uses given special emphasis, but 
without restriction against timber cut
ting on a selective-cut basis. In addition, 
the whole recreational area, including 
the parts designated as wilderness, would 
be withdrawn from the location of new 
mining claims, subject, of course, to valid 
existing rights. 

Eighth. Authorization of funds to im
prove public access to Hells Canyon at 
Pittsburg Landing on the Idaho side of 
the river and Dug Bar on the Oregon 
side. Access by car to the Snake River is 
thus made available, while the river, 
itself, can be used for conveyance deep 
into the heart of the Hells Canyon wil
derness. Moreover, lookout points would 
be provided on both slues of the canyon 
where sightseers could drive by car and 
enjoy a broad, panoramic view of the 
breathtaking canyon. 

Ninth. Designation of the Snake River, 
between Hells Canyon Dam and Asotin, 
Wash., as part of the National Wild 
and Scenic · Rivers System. · Specifi
cally the river would be divided into 
three segments: From Hells Canyon 

Dam to Pittsburg Landing, designated as 
wild; from Pittsburg Landing to Dough 
Creek, as scenic; and from Dough Creek 
on to Asotin, Wash., as recreational. 

Tenth. Deauthorization of the pro
posed Asotin Dam, an ill-conceived proj
ect opposed by a majority of the people in 
the area 

Eleventh. Development by the Forest 
Service of a comprehensive management 
plan for the entire recreation area, with 
consideration given alternative methods 
of transportation. While recognizing the 
existing right of motorboat operators to 
continue the use of the river, the Forest 
Service could regulate the use to prevent 
undue congestion. 

Twelfth. The bill provides that no 
new wilderness may be created within 
the recreational area without the specific 
consent of Congress. This is to assure 
that the views of the people of each State 
will be fully considered in any future 
action affecting the area. 

In sum, I feel we have written a good 
bill. Our next step is to take it to the 
people of Idaho and Oregon for their 
recommendations. With the help of the 
people of our respective States, I believe 
an even better bill will emerge, to assure, 
for this and future generations, that the 
unique beauty of the Hells Canyon will 
be preserved. 

I ask unanimous consent that the text 
of the bill be printed at this point in the 
RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 2233 
Be i t enacted by the Senate and House of 

.Representatives of the United States of 
America in Congress assembled, That, (a) to 
assure for this and future generations that 
the natural beauty, historical and archeolo
gical values of the Hells Canyon Area and 
the one hundred and one and fourteenths 
mile segment of the Snake River between 
Hells Canyon Dam in Idaho and Asotin, 
Washington, together with portions of cer
tain of its tributaries and adjacent lands, 
are-preserved, and the recreational and eco
logic values and public enjoyment of the 
area. are enhanced, the Hells Canyon Na
tional Recreation Area is hereby established. 

(b) The Hells Canyon National Recrea
tion Area (hereinafter referred to as the 
"recreation area") including the Hells Can
yon Wilderness Area (hereinafter referred to 
as the "wilderness area"), shall comprise the 
lands and waters generally depleted on the 
map entitled "Hells Canyon National Rec
reation Area" date · 1973 which· shall 
be on file and available for public inspection 
in the office of the Chief, Forest Service, De
partment of Agriculture. The Secretary of 
Agriculture (hereinafter referred to as "the 
Secretary"), shall, as soon ·as practicable 
after the date of enactment of this Act, pub-

. lish a detailed description and map showing 
the boundaries of the recreation area and 
the wilderness area in the Federal Register. 

SEc. 2. The lands designated as the Hells 
Canyon Wilderness Area are hereby incorpo
rated in the National Wilderness Preserva
tion System and shall be administered in 
accordance with the provisions of this Act 
and the provisions of the Wilderness Act (78 
Stat. 893), whichever is more restrictive, ex
cept that any reference in such provisions 
to the effective date of the Wilderness Act 
shall be deemed to be a reference to the effec-
tive date of this Act. · 

SEc. 3. Recognizing the benefits of ~lassi
fication under the Wild and Scenic Rivers 
Act (83 St at. 906) the Congress hereby in-

corporates the below listed segments of the 
Snake River into the Wild and Scenic Rivers 
system in the status listed. 

(1) that segment of the Snake River from 
Hells Canyon Dam downstream to Pittsburg 
Landing (River Mile 247.0 to river mile 214.5 
inclusive), being free of impoundments and 
generally inaccessible except' by trail, with 
watersheds and shorelines essentially prima
tive, is hereby designated a Wild River: 

(3) that segment of the Snake River from 
Pittsburg Landing to Dough Creek (River 
Mile 214.5 to River Mile 170.7 inclusive), 
being free of impoundments, with shorelines 
largely undeveloped, but accessible by road, 
is hereby designated a Scenic River: · 

(3) that segment of the Snake River from 
Dough Creek downstream to the town of Aso
tin, Washington, (river mile 170.7 to river 
mile 145.6 inclusive), being free of impound
ments but being more or less developed and 
bordered on its west shoreline by Washing
ton State Highway 129, is hereby designated 
a Recreational River. 

SEc. 4. (a) Notwithstanding any other pro
vision of law, or any authorization heretofor 
given pursuant to law, the Federal Power 
Commission shall not license the construc
tion of any dam, water conduit, reservoir, 
power house, transmission line, or other proj
ect work under the Federal Power Act ( 41 
Stat. 1063), as amended (16 usc 791a et 
seq.), within the Recreation Area, except that 
the provisions of the FPA (41 Stat. 1063) 
shall continue to apply to any project (as 
defined in such Act) and all of the facilities 
and improvements required or used in con
nection with the operation and maintenance 
of said project, in existence within the 
Recreat ion Area which project is already con
structed or under construction on the date 
of enactment of this Act. 

(b) No Department or agency of the 
United States shall assist by loan, grant, li
cense, or otherwise the construction of any 
water resource facility that would have a di
rect and adverse affect on the values for 
which the waters .of the Area are protected.. 
as determined by the Secretary. 

SEc. 5. The Asotin Dam, authorized under 
the provisions of the Fiood Control Act of 
1962 (76 Stat. 1173), is hereby deauthorized. 

SEc. 6. (a) No provision of this act, or any 
guidelines, rules or regulations issued here
under, shall in any way limit, 'restrict or con
flict with present and future use of the 
waters of the Snake River and its tributaries 
upstream from the boundaries of the Hells 
canyon National Recreation Area created 
hereby, for beneficial purposes, whether con
sumptive or non-consumptive, now or here
after existing, including waters used for do
mestic, municipal, stockwater, irrigation, 
mining, power or industrial purposes. 

(b) No flow requirements of any kind will 
be iniposed on the waters of the Snake River 
below Hells Canyon Dam un~er ·the provi
sions of this act, or any guidelines, rules or 
regulations adopted pursuant thereto. 

SEc. 7. (a) The Secretary shall administer 
the recreation area in accordance with the 
laws, rules and regulations applicable to the 
national forests in such manner as will best 
accomplish the following objectives: . 

(1) the maintenance and protection of the 
free-flowing nature of the rivers within t~e 
Recreation Area; 

(2) conservation of scenic, Wilderness, cui
tural, scientific, and other values contribut
ing to the public benefit; 

(3) preservation, especially in the area 
generally known as Hells Canyon, of all fea
tures and peculiarities believed to be biologi
cally unique including, but not limited to, 
rare and endemic plant species; rare com
binations of aquatic, terrestrial and atmos
pheric habitats, and the rare combinations of 
outstanding and diverse eco-systems al,ld 
parts of eco-systems associated therewith; 

(4) protection and conservation of the sal-
mon and other fisheries; . · . · 

(5) prot ection of archeological and paleon-
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tologic sites and interpretation of these sites President and the Congress, the Secretary renee of the agency having custody thereof, 
for the public benefit and knowledge insofar shall comply with the Provisiol¥1 of Section be transferred without consideration to the 
as it is compatible with protection; 8(d) of the Wilderness Act with regard to administrative jurisdiction of the Secretary 

(6) preservation and restoration of hls- his recommendations as to wilderness desig- for use by him in carrying out the puposes 
torte sites associated with and typifying the nation. of this Act. Lands acquired by the Secretary 
economic and social history of the region (f) During the period of his review the or transferred to his administrative jurisdic-
and the American West; Secretary shall administer all Federal lands tion within the recreation area shall become 

(7) provision for public outdoor recrea- under study for inclusion within the Na- parts of the recreation area and of the na
tion in a manner compatible with the afore- tional Wilderness Preservation System, with- tiona! forest within or adjacent to which they 
mentioned objectives; and in the recreation area in such a manner so are located. 

(8) such management utilization and dis- as not to preclude their possible future desig- SEc. 10. (a) The Secretary shall make and 
posal of natural resources on federally owned nation by the Congress as wilderness. publish regulations setting standards for the 
lands, including timber harvesting by selec- SEc. 9. (a) The Secretary may not acquire use and development of privately owned 
tive cutting, mining, and grazing and the · fee simple title by condemnation to private property within the boundaries of the recrea
continuation of such existing uses and de- lands within the recreation area in excess of tion area. Such regulations shall be gen
velopments as are compatible with the pro- 5 per centum of the privately owned lands erally in furtherance of the purposes of this 
visions of this Act. existing within the recreation area on the Act and shall have the object of assuring that 

(b) the segments of the Snake River des- date of enactment of this act. the use of such privately owned property is 
ignated as wild, scenic, or recreational river Subject to the restrictions on acquisition consistent with the purposes of this Act and 
areas by this Act shall be administered by of fee simple title imposed by Subsection (a), with the long run comprehensive plan of the 
the Secretary in accordance with the pro- the Secretary may acquire lands by donation, recreation area. Such regulations shall be as 
visions of this ·Act and in accordance with purchase with donated or appropriated detailed and specific as is reasonably required 
the provisions of the Wild and Scenic Rivers funds, exchange, bequest or otherwise any to accomplish such objective and purpose. 
Act (82 Stat. 906), whichever is the more re- lands .or interests therein including scenic Such regulations may differ amongst the 
strictive, except that the limitations on land easements which he determines are needed to several parcels of private land in the bound
acquisition in the Wild and Scenic Rivers carry out the purposes of this Act. · aries and may from time to time be amended 
Act shall be superseded by the applicable As used in this act the term "scenic ease- by the Secretary. All regulations adopted 
provisions of this Act. And no provision of ment" means the right to control the use of under this section shall be promulgated in 
this or any other Act shall be construed as land in order to protect' esthetic values for conformity with the provisions of the Ad
a prohibition upon the maintenance of the purposes of this act, but shall not pre- ministrative Procedure Act. The United 
permanent structures along the banks of the elude the continuation of any farming or States District Court for the District in 
Snake River of such design, number, and lo- pastoral use exercised by the owner as of t he which the affected land is situated shall have 
cation, as the Secretary may approve, to fur- date of this Act. jurisdiction to review any regulations estab-
nish necessary sanitary and recreational (b) In exercising his authority to acquire lished pursuant to the first sentence of this 
facilities to the public. lands, the Secretary shall give prompt and subsection, upon a complaint filed within 

SEC. 8. (a) Within five years after the en- careful consideration to any offer made by six months after the effective date of such 
actment of this Act the Secretary shall de- an individual owning any land, or interest in regulations, by any affected landowner in an 
velop a comprehensive management plan land, within the boundaries described in sub- action for a declaratory judgment. 
for the recreation area. Said plan shall pro- section 1(b) of this Act. In considering such (b) After publication of such regulations, 
vide for a broad range of land uses and rec- offer, the Secretary shall take into consid- no interest in privately owned lands shall 
reation opportunities. eration any hardship to the owner which be acquired by the Secretary by condemna-

(b) In his review, the Secretary shall give -might result from an undue delay in acquir- tion unless he determines, in his judgment, 
attention to the historic, archeological, and ing his property. that such lands are being used, or are in 
paleontological resources within the recrea- (c) The Secretary may utilize condemna- imminent danger of being used, in a manner 
tion area which, as a result of the remote- tion proceedings without t he consent of the incompatible with the regulations estab
ness of the area, offer significant opportu- owner to acquire private lands or interests lished pursuant to this section, in which 
nities for anthropological research, The Sec- therein pux:suant to this section only in cases case the Secretary may acquire scenic ease
retary shall inventory such -resources and is where; in his judgment, all reasonable efforts ments to protect the area from such incom-
hereby authorized .to make such rules and to acquire such lands or interests therein by patible use. · 
regulations, including recommendations for negoti.ation have failed, and in such cases he · SE.c. 11. Notwithstanding the provisions of 

· listing ~f certain areas in the National Regis- . shall acquire only such title as, in his judg- - section 4(d) (2) of the Wilderness Act and 
ter of Historic Places, as he deems necessary ment, is reasonably necessary to accomplish · s:ubject to valid existing rights,· all Federal 

. to assure their full pro~ction in an undis- the objectives of this Act. lands located in the recreation area. are 
turbed state. The Secretary:s comprehcm- .. (d) In exercising his authority to acquire hereby withdrawn from all forms of location, 
slve plan shall include recommendations tor property by exchange, the Secretary may a.c- entry and patent under the mining laws of 
future protection and controlled research cept title to any non-Federal property, or in- the United States, and from disposition un
use of all such resources. terests therein, located within the recreation der all laws pertaining to mineral leasing and 

(c) As an element of his review and plan, area and, notwithstanding any other provi- all amendments thereto. 
, the Secretary shall conduct a detailed study . sion of law, he may convey in exchange there- SEc. 12. The Congress hereby recognizes 
of alternative means of access to and trans- fore any federally owned property within the and declares the need to take action to regu
portation within, the recreation ~rea, and of _States of Idaho, Oregon or Washington which late the use of, and protect the surface values 
necesSa.ry public service and administrative _he classifies as suitable for exchange and of, the Federal lands in the recreation area, 
:facil1ties. which is under his administrative jurisdic- and directs that rules and regulations nec-

(d) The Secretary shall review those por- :tion. The values of the properties so ex- essarry to carry out this section shall be 
tlons of the recreation area comprising the changed shall be approximately equal, or it promulgated and issued by the Secretary of 
rapid river drainage in Idaho, and all un- -they are not approximately equal, they shall Agriculture. Such regulations shall include, 
designated lands lying within the recreation -be equalized by the payment of cash to the when deemed necessary, provisions for con
area in the State of Oregon as to their suit- . gra~tor or to the· Secretary as the circum- trol of the use of motorized and mechanical 
ability or nonsuitability for inclusion stances require. In the exercise of his ex- equipment for transportation over, or altera
within the National Wilderness Preservation change authority, the Secretary may utilize tion of, the surface of such Federal land in 
System, but no such portions shall become authorities and procedures available to him connection wit h any authorized activities on 
part of such system unless so provided by in connection with exchanges of national such land. 
Act of Congress. . . forest _lands: SEc. 13. The Secretary shall permit hunt-

( e) (1) In conducting the review and pre- (e) Nothing in this Act or in the Wilder- ing and fishing on lands and waters under 
. paring the plan required by this section, ness Act shall be construed as limiting the ·his jurisdiction within the boundaries of the 
the Secretary shall provide for full public authority of the Secretary to acquil'e mineral recreation area in accordance with a.pplica
participation and shall cooperate with all in- interests in lands within the recreation area, ble laws of the United States and the states 
terested agencies, organizations, and individ- with or without the consent of the owner. wherein the lands and waters are located 
uals including the Nez Perce Tribe of In- Upon acquisition of any such interest, the except that the Secretary may designate 
dians, the States of Idaho, Oregon, and Wash- lands and/or minerals covered by such inter- _zones where, and establish periods when, no 

· ingtOn and their principal universities, as est are by this Act withdrawn from entry or hunting or fishing shall be permitted for 
well as governmental and nongovernmental appropriation under the United States min- reasons of public safety, administration, or 
agencies and organizations concerned with lng laws and from disposition under all laws public use and enjoyment. Except in emer
historical, ecological, and land use studies. pertaining to mineral leasing and all amend- gencles, any regulations of the secretary 
The Secretaries or directors of all Federal ments thereto. pursuant to this section shall be put into 
departments, agencies, and commissions hav- (f) Any land or interest in land owned by effect only after consultation with the ap-
ing relevant expertise are hereby author- the States of Idaho, Oregon or Washington propriate state fish and game department. 
ized and directed to cooperate with the Sec- or any of their political subdivisions may be SEc. 14. (a) The secretary shall regulate 
retary in his review and to make such studies acquired only by donation or exchange. the use and number of motorized and non-
as the Secretary may request on a cost re- (g) Notwithstanding any other provision motorized river craft. The use of said craft 
imbursable basis. o! law, any Federal property located within · is recognized as a valid use of the Snake 

(2) Prior to submitting his plan to the the recreation area may, with the concur- River within .the boundaries of the Wilder-
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ness and the recreation area. Further, the 
Secretary shall study the uses and impact of 
said craft to determine which management 
options are most consistent with the pur
pose of t h e Act . 

(b) R anchin g, grazing, farming and the 
occupation of hom es and lands associated 
therewith, as they are present on the date 
of enact ment of this Act, are recognized as 
t raditional and valid existing uses of the 
recreation area, and nothing in this act may 
be construed as implying or meaning other
wise. 

SEC. 15. Not hing in this Act shall diminish , 
enlarge, or modify any right of the States of 
Idaho, Oregon, Washin gton or a t;1y political 
subdivisions thereof, to exercise civil and 
criminal jurisdiction within the recreation 
area or of rights to tax persons, corporations, 
franchises, or property, including mineral or 
other interests, in or on lands or aters 
within the recreation area. 

SEC. 16. The Secretary may cooperate with 
other Federal agencies, with state and local 
public agencies, and with private individuals 
and agencies in the development and opera
tion of facilities and services in the area in 
furtherance of the purposes of this Act, in
cluding, but not limited ~o restoration and 
maintenance of the historic setting and 
background of towns and settlem.ents within 
the recreation area. 

SEC. 17. (a) There is hereby authorized ~o 
be appropriated the sum of not more than 
$60,000,000 for improvements of: 

( 1) the existing road from the town of 
Imnaha, Oregon. to Dug Bar on the Snake 
River; 

{2) · the .existing road from White Bird, 
Idaho, over Pittsburg Saddle to Pittsburg 
Landing on the Snake River; . 

(3) either the existing road from Imnaha, 
Oregon, to Five Mile Point, or an alternate 
road following generally the same route to 
Five Mile Point, and thence to Hat Point 
Lookout above the Snake River; 

(4) The existing road from Riggins, Idaho, 
to Heaven's Gate Lookout above tQ.e Snake 
River. 

(b) There is hereby authorized to be ap
propriated the sum of not _more than $10,-
000,000 for the acquisition of lands and in
terests in lands. 

(c) There is hereby authorized to be ap
propriated the sum of not more than $10,-
000,000, for the development of recreation 
facilities (principally campgrounds) a~ong 
the four roads as described in subsection 
17 (a) above and for the development of in
terpretive visitor's centers at Hat Point in 
Oregon and at Heaven's Gate in Idaho. 

(d) There is hereby authorized to be ap
propriated·· the sum of not more than 
$1,500,000 for the inventory, identification, 
development "8.Ild protection of the historic 
and archeological sites described in section 
5 of this Act. 

SEc. 18. If any provision of thls Act is 
declared to be invalld, such declaration shall 
not affect the validity of any other provision 
hereof. 

Mr. McCLURE. Mr. President, 25 
years go, Hells Canyon was brought to 
national attention as the center of polit
ical controversy. The argument raged for 
se\reral years and subsided only with the 
decision that Brownlee, Oxbow and Hells 
canyon dams should be built by Idaho 
Power Co. The alternative would have 
been the massive High Eells Canyon 
Dam to be built by the Federal Govern
ment, which would have flooded the 
lower elevations of the canyon from 
Deep Creek to Farewell Bend, below 
Weiser. 

Since then the argument has shifted
from Hells Canyon downstream to the 
Middle Snake. and from H.igh-vs.-low 
da~ to no-dams-at-all. 1\fany people 

who did battle for the old Hells Canyon 
.fight on the side of "maximum develop
ment" now find themselves on the side 
of "no development.•• That earlier battle 
became a partisan one, but today Sena
tor CHURCH and I have joined together 
in sponsoring legislation which will pr-o
vide a management plan for this entire 
region for years to come. I know that I 
cannot expect any major decision to be 
without controversy, but this proposal 
att empts to walk the line of fairness be
t ween contending views that will yield 
the maximum in acceptance and the 
minimum in contention. 

And while some things change, others 
1·einain constant. Southern Idaho's de
votion to the land and its paramount 
concern is protected in this bill as far 
as legislative language can do so-the 
right of the people of Idaho to decide 
how best to preserve and use the waters 
of the Snake River. 

Senator JORDAN was Governor of the 
State of Idaho when the earlier fight 
was ended. and he wisely insisted then 
that decisions affecting water use in 
the Snake River Basin above Hells Can
yon must be preserved to the people of 
Idaho. This same steadfast determina
tion led to the moratorium legislation 
which he authored. That same unyield
ing commitment is present in this legis
lation. 

Toda)' we introduce a bill to establish 
the Hells Canyon National Recreation 
Area. In some ways it is like the Saw
tooth National Recreation Area legisla
tion which became law last year. In other 
regpects it is tailor-made to fit differing 
circumstances. This proposal is the 
culmination of several years of efforts 
to find some kind of preservation for the 
unique qualities of the region and at 
the same time recognize legitimate pri
vate interests and preserve compatible 
uses. Jobs and tax base are important, 
just as are the ageless hills of the Middle 
Snake. The clear tumbling streams of the 
Seven Devils are priceless. just as the 
life of communities dependent upon the 
resources of the region is beyond price. 

Hells Canyon is the deepest gorge 
in the United States, its matchless reach 
almost untouched by man's puny dams 
in its depths. The Middle Snake~ wi~h 
its endless succession of ridges blending 
into the distant haze. brings a serenity 
to the soul challenged only by the jum
bled waters of its rapids which defeated 
pioneer efforts to establish boat traffic. 
The sound of steamboat whistles never 
became accustomed between these can
yon walls, but the jetboat is a common
place sigl).t to the eagle wheeling on the 
canyon~s currents. 

Hells Canyon is host to visitors to its 
hydroelectric dams, but the stretch be
low remains free-fiowing. There are 
its remaining natural character. In the 
stretch of the river and it is being threat
ened by development of private lands 
along the shoreline. Either would destroy 
its remaining natural character. In the 
introduction of today·~ bill, we hope to 
preserve the area as it is. 

In the past, three successive bills have 
passed the Senate which would put a 10:
year moratorium on the building of fur
ther >dams on the Middle Sna$e. How
ever, '41 each case, the bills did not get 

out of the Interstate and Foreign Com
merce Committ-ee in. the House. As time 
progressed, the public became more in
dignant about the prospects of a dam 
on the Middle Snake and more demand
ing that some sort of assurances be made 
that such dam construction would not 
take place. Although I supported the 
theory behind. the moratorium, I felt it 
did not solve the problem of public land 
management or private land develop
ment would foreclose our options on a 
final decision about a management plan 
for the entire area. I think there has 
now been established an environmental 
feeling on our part in Idaho that we 
have sacrificed enough, and that we do 
not want to sacrifice any more of the 
natural beauty of our State. We do no't 
want any more of those kinds of irrever
sible changes. The time has come for the 
creation of a final solution to the prob
lems facing the Middle Snake. 

But before that could happen, we had 
to find a way of dealing with the prob
lems of uncontrolled subdivision and 
commercial development on the private 
land in the area. When the owners of 
the larger private holdings in the area 
indicated their willingness to sell last 
fall, I suppor ted the efforts to obtain the 
necessary funds for the Forest Service to 
acquire those lands. If any protection 
were to be adopted for the area. these 
lands would have to be acquired in order 
to avoid irreversible changes and pre
serve our options. I felt it was better to 
acquire them at that time, before the 
threatened development became a reai
ity-and before a larger sum would have 
to be paid to out.-of-State speculators~ 

With that barrier crossed, the road was 
then clear for some positive and final 
solution to the problem of the Middle 
Snake. However, as we progressed in our 
work on this legislation,· we had to keep 
in mind certain realities which woUld 
necessarily dictate the kind of plan 
devised. 

The first, of course. was the question of 
additional dams. This bill calls for a ban 
on all future dam construction in the 
area and. as a further mark of our newer 
attitudes, deauthorizes the Asotin Dam 
which had beeri authorized by Congress 
earlier as part of the Lower Snake 
navigation. 

Some earlier proposals would have 
placed the Middle Snake in a wilderness 
category without recognizing the large 
and growing use of the river by power
boats. I pointed this out . 2 years ago 
and have continued to in.<ust that we do 
nothing to destroy this recreational op_
portunity which has beeome so important 
to so many of our people. 

While boating is primarily for recrea
tion, it is still essential for the working 
ranches that are located near the rivet 
in both Idaho and Oregon. This legisla
tion, also, will replace the clumsy tool of 
condemnation now being used by the 
Forest Service under authority granted 
by Congress. While we are justifiably 
concerned about proliferating subdivi
sion. there is no need to force people off 
the land or to destroy private ownership 
when they want to continue in ranching 
operations. I will urge- that the Forest 
Service use these alternatives -as soon as 
the legislatign passes. 
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There are three primary areas in

volved in this bill. The first is the Snake 
River itself. It is treated for designation 
under the Wild and Scenic Rivers Act 
from Hells Canyon Dam downstream, 
and included for Recreation Area Ad
ministration upstream. The second is 
the Middle Snake whic~l I have dis
cussed extensively because of the com
plexity of current problems. The third 
area is the Seven Devils. I have a 
particular interest there because this is 
where I grew UP. I can not separate my 
own personal feelings from public judg
ment. I know and love that area and its 
people in a way which is not dispassion
ate or objective. These are truly "The 
Hills of Home" to me. 

My grandfather bought a small ranch 
on Hornet Creek near Council just after 
the turn of the century. It was here that 
I spent my summers during my boyhood. 
Here I learned the feel of sweat running 
down by back as we pitched hay in the 
summer heat, the smell of the hay dry
ing in the field or dusty in the haymow, 
the joy of a cooling swim in the river at 
the end of day the tang of a juicy apple 
in the fall, and the smell of wood smoke 
on a clear, cold winter day. It was here 
we went for Christmas and here we 
groaned after Thanksgiving dinners that 
stuffed us with all the goodness of an 
abundant pantt·y. And it was here, too, 
that I learned much that I cling to as life 
unwinds its skein for me. Among these 
good people, life was real and earnest, 
good men and women were recognized 
for their worth, and the bounty of the 
Lord was there for those who worked 
hard, were honest and frugal, and did not 
shrink from duty to God and · man. And 
it was in these mountains that I learned 
to fish and to hunt. My earliest memo
ries are of trips into the mountains to 
spots that time and events have changed, 
and to some that remain the saoe. My 
grandf_~ther's brother built the road up 
Cuddy Mountain to a gold mine that 
finally closed in the Great Depression. I 
spent happy weeks at Lost Valley Reser
voir with a friend who rented boats to 
fishermen. And I wandered up ·trails 
through woods untouched by man, and 
explored the workings of the old Peacock 
mine on Kinney Point. I have watched 
this area, changing and unchanging, and 
love it with a love that only a lifetime 
can buiid. Bear and Cuprum, Black Lake 
and the Red Ledge, Landore and the 
Kleinschmidt Grade, Horse Saddle and 
Heaven's Gate, No Business Canyon and 
the He Devil; all have special meaning to 
me. That is why I have a special interest 
in forging legislation which will permit 
the greatest amount of protection for 
the land and, at the same time, the g~·eat-· 
est amount of protection for these people 
who have loved the land with me. 
· We have provided for a wilderness 
that encompasses the peaks of the Seven 
DeYils and the canyon rim-to-rim from 
Hell's Canyon Dam downstream to 
Pittsburg Landing. The Rapid River 
drainage, on the east side of the Seven 
Devils, has been the subject of public 
hearings by the Forest Service, and, as I 
understand the results of those hearings, 
everyone agreed that it deserves special 
management. We have directed that it be 
further studied for suitability for inclu-

sion in the wilderness area. It may be 
that it will be decided that timber values 
can be harvested without undue adverse 
effect upon the water quality and water
shed values, but that decision can await 
the further study and public hearings. 

We have directed that other areas on 
the Oregon side of the river be studied 
for possible inclwion in the wilderness, 
but that the remainder of the ~ ,rea in 
Idaho be managed for multiple use with 
an emphasis on recreation. We specifi
cally provide that selective harvest of 
timber and present grazing shall con
tinue .. Possible mining is not prohibited, 
but will be very carefully scrutinized. 

We realize that a comprehensive man
agement plan has to be worked out for 
the recreation area which would provide 
for a broad range of land uses and rec
reation opportunities. Therefore, we 
direct the Secretary of Agriculture to re
view the area and develop such a plan 
within five years from enactment of this 
bill. 

Recognizing that different portions of 
the Snake River are worthy of the bene
fits and protection afforded in the Wild 
and Scenic Rivers Act, we designate 
certain portions of the river as wild, 
scenic or recreational. 

Another consideration was that of the 
upstream water rights. Although the 
Middle Snake is often referred to as one 
of the last free-flowing rivers in the 
country, we had to keep in mind that the 
Snake River in its entirety already has a 
great many reservoirs. Although it is cor
rect that the Middle Snake stretch had 
some spectacular white water, we had 
to remember that the water wa.S there at 
some times of the year through the grace 
of discharges from impoundments fur
ther upstream. And most of that up
stream water is being used for irrigation 
purposes. Therefore, the· rights of those 
upstream water users had to be pro
tected in the legislation, and have been. 

And a final consideration was that of 
the various communities which depend 
on the timber management on National 
Forest lands for their livelihood. On the 
Idaho side alone, there are more than six 
communities thus affected. Therefore, we 
had to insure that the boundaries of the 
Wilderness Area were not so extensive 
as to preclude selective timber harvesting 
in the areas being used by those com
munities. And that has been taken care 
of also. I am joining in a request directed 
to the Forest Service to identify the pro
jected impact on the levels of goods and 
services that can be · anticipated under 
this proposal. Rural communities de
pendent on these raw materials, as well 
as the Congress, can better 'plan for the 
appropriate management changes with 
this needed information. 

·A lot of time and preparation has gone 
into the introduction of this bill today, 
and I am very pleased to be one of the 
sponsors. It is a long-awaited piece of 
legislation which incorporates the many 
various points of view on what protection 
should be afforded the Middle Snake 
River. I look forward to early field hear
ings and the opportunity to hear testi
mony from interested citizens. This is 
a vital part of the legislative process and 
the comments received are very helpful 
as the bill is further studied in the com
mittee. I hope that final action of the bill 

will be speedy so that its implementa ... 
tion can proceed as soon as possible. · 

Mr. HATFIELD. Mr. President, I am 
very pleased to join today with my col
league from Oregon <Mr. PAcKwooD) and 
the Senators from Idaho (Mr. CHURCH 
and Mr. McCLURE) in introducing legis
lation to establish the Hells Canyon Na
tional Recreation Area. It is significant 
that for the first time, the four Senators 
from Idaho and Oregon have reached 
agreement on this matter. 

The future disposition of this mag
nificent stretch of the Middle Snake 
River and its surrounding lands has been 
of great concern to the citizens of Oregon 
and Idaho and other Americans who 
have been fortunate enough to visit the 
area. Plans have been promoted to con
struct additional dams, to subdivide the 
land and to otherwise destroy or degrade 
the unique values of Hells Canyon. 
. ~n · the last session of Congress, · I 
Jomed with the senior Senator froin 
Idaho· <Mr. CHURCH) and our former 
colleague, Senator Jordan, in cosponsor
ing a moratorium on dam construction 
on the Middle Snake. This legislation 
passed the Senate then, as it had in the 
91st Congress, without a dissenting vote. 

Also during the last session of Con
gress, the Governors of Oregon, Idaho, 
and Washington, appeared before our 
Senate Appropriations Committee to w·ge 
that lands along the river in danger of 
subdivision and development be pur
chased by the Department of Agriculture 
and managed by the U.S. Forest Service 
to assure continuing protection. As a 
member of that committee, I supported 
the request and· with the support of my . 
colleague from Oregon <Mr. PAcKwooD) 
and the senior Senator from Idaho <Mr. 
CHURCH) we were able to provide the 
necessary funding. Consequently, the De
partment of Agriculture is now in the 
process of acquiring these lands. 

·While each of these actions were neces
sary at the time, they have only been 
piecemeal efforts to protect the Hells 
Canyon area. Earlier this year I joined 
with Congressman AI. ULLI\UN ~f Oregon 
in introducing legislation to establish the 
Hells Canyon National Parklands Area. 
I am now equally pleased to join with my 
colleagues in the Senate in sponsoring 
legisaltion to provide necessary and last
ing protection for the area. 

As with the legislation I introduced 
earlier this year, the bill we are intro
ducing today provides for a comprehen
sive study to determine the best use of 
the various lands in the area. This could 
result in varied land classification, in
cluding back-country, intensive recrea
tion, or wilderness. Lumbering and graz
ing would not be precluded from the area 
and would also be considered in the 
study. Our legislation would provide in1~ 
mediate wilderness protection and desig~ 
nation of those lands within the canyon 
rim. Provision is made for full participa
tion of the public in the development of 
the plan. 

Mr. President, the entire Oregon con
gressional delegation is united in its be
lief that legislation is needed to provide 
fw·ther protection for the Hells Canyon 
area. That is the goal of both this bill 
and the legislation which Congressman 
ULLMAN and I earlier introduced. 
Through committee hearings and de-
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liber-ations, I am confident that :differ
ences can be resolved and such protec
tion will be pr.ovided. 

Mr. PACKWOOD. Mr. Presiden~.I join 
today. with Senators CHURCB and Mc
CLuRE, and my Oregon eolleague Sena
tor HATFIELD, in introducing long
awaited and long-overdue legislation. 
The measure to which I refer would 
establish the Hells Canyon National Rec
reation Area and has come about as a 
l'esu1t of many months of hard and dili
gent wo:rk on the part of many concerned 
mdimuals dedicated to the goal of in
suring that no dams will be built on the 
Middle Snake River. that this river will 
!'emain unblemished and free-flowing. 
The :Middle .Snake forms the border be
tween the States of Idaho and Oregon. 
and it is particularly encouraging that 
the Senators from both these States are 
joining in wholehearted endorsement of 
legislation which seeks to protect the 
river and surrounding lands so that gen
erations now and in the fu.ture may take 
pleasure in the area's scenic wonders. 

In the 92d Congress I introduced the 
Hells canyon-Snake National River bill 
aimed at stopping dam construction on 
the river and commercial exploitation 
along its banks. The threat of .sueh de
VelD ment -.vas increasing daily and the 
reasons for abhorring ruq>loita1iion of the 
liver and surrounding lands were easily 
justified. Hells Canyon is the scenic 
climax of the Snake River. Flowing 
through and shaping some of the most 
spectacular country on the continent, 
the big river stretches a thousand miles 
from Yellowstone to the Columbia. For 
almost 200 miles along the border of 
Idaho and Oregon, the Snake River has 
carved a gorge, the deepest in NOith 
America_, some claim the world. Viewed 
from the Oregon side at 'Hat Point this 
spectacle of canyon and mountains is 
one of the most imp1·essive land forms in 
Anreriea-like having the Grand Tetons 
and the Grand Canyon all in one. 

Hells Canyon is more than a freak of 
nature or a recordbook t:uriosity. l:t is 
a oontinuum of life and land forms 
unique on this continent and perhaps on 
any other. ~ompressed here within a few 
miles are all the life ~ones of North 
Ameri.ca, ranging from dry desert coun
try at river level to alpine tundra in the 
Seven Devils above. In wildlife the can
yon is rich in both variety and quantity. 
Anll yet Hells Canyon is also more tban 
a .simple catalog of plants and animals. 
It is a strange and beautiful place where 
ebony walls rise from a wild river, a 
place .of steep grassy .hillsides that lie 
brilliantly on the somber undertone of 
rock. Hells Canyon is a color .and a qual
ity of light that changes with the day 
and the season. It is a quiet and reas
suring place, and yet at times a little 
awesom.e and frightening. 

Although I was able to obtain 3 
days of hearings on my :nation-,1 Tiver 
bill of the 92d Congress, the committee 
declined to take further action on what 
was in my view a very crucial piece of 
conservation legislation. The prDblem to 
a large extent was upstream water 
rights. My old blll did not give the pro
tection to these water rights which oth
ers felt should be a mandatory part of 
any bill to designate the area. The bill 
now before us does. It provides that wa-

ters of the Snake River and its tributar
ies upstream from the boundaries of the 
Hells Canyon National Recreation Area 
shall not be restricted. 

When things were looking particularly 
bad for the Hells Canyon/Snake River 
area. the public rallied to the eonsensus 
that no additional dams should be built; 
however, .a far graver prospect loomed 
on the horizon. Some of the ranchers in 
the area were negotiating with real es
tate developers. The threat of subdivi
sion and commercial development was 
enough to bring together for the first 
time in the last Congress many individ
uals in high places who each sought in 
his <Own ay to bring about protection 
of the Hells C&nyon/Snake River: .Sen
ator CHuRCH and I, and Governors An
drus, Evans and McCall joined forces and 
descended on the White House and the 
House and Senate Appropriations Com
mittees. Senator CliURCH and I contin
ued to work with members of the Appro
priations Committee to see that money 
was -added to the Forest Service allot
ment of the Land and Water Conserva
tion Fund to .finance the acquisition of 
these critica.lly -endangered lands. We 
succeeded in getting funds included m 
the appropriation bill, and to stop threats 
by private operators to sell recreation 
sites along the river, the U.S. Agriculture 
Department. through the U.S. .Forest 
Service, bas taken the .first steps in con
demnation proceedings that will result 
in Federal acquisition of about 15,{)00 
acres of pTivate property. Under Secre
tary of Agriculture J. Phil Campbell. 
signed a declaration of taking on May 10. 
1973, and sent it to the Justice Depart
ment with a request that condemnation 
action be filed in Federal District Court. 
As a practical matter, the action means 
that pdm.e rancher-owned lands cannot 
b~ sold to private C.evelopers. Court hear
ings on fair market value on the con
demned lands will be held at a designated 
time. 

Now, with meaningful legislation such 
as this new bill jointly sponsored by 
the Senators from the States moot -di
rectly affected by the proposal, we can 
once again move to save the untarnished 
natural beauty of Hells Canyon and the 
Snake River from the -encroachments of 
modern society. Senator CHURCH has been 
very instrumental in bringing together 
opposing factions, and we now have a 
strong base of unified support for Gur 
Hells Canyon National Recreation Area 
bill. I am pleased, also, to have Senator 
HATFIELD joining us, as these are signs of 
an encouraging trend toward a consen
sus on the future of the Hells Canyon/ 
Snake River area. The history of dam 
proposals for Hells Canyon is perhaps 
the most confusing in conservation an
nals. And a part of that history has al
ready ended tragically with the construc
tion of three dams in the upstream 
reaches of the gorge, Oxbow, BrO\vnlee, 
and Low Hells Canyon dams. The deeP
est and wildest part of the remaining 
canyon has been threatened by what has 
been called "the last storage project on 
the Columbia River system." 'The name 
of that last dam is High Mountain Sheep. 
T'.ae essence of the bill we will be pre
senting to iellow Senators is a coonplete 
and total ban of all dams on the 1.01-mile 
segment of the Snake River between Hells 

Canyon Dam "Snd Asotin. Wash. In ad
dition. the Asotin Dam is specifically de
authorized under the terms of the bill.. 
In addition, we have made provision for 
the Secretary of Agriculture to -review 
all the iands within the National Rec
reation .Area and prepare a long-range 
plan for their mangement with recom
mendations for future protection of the 
area.. About '10,000 acres "On the Oregon 
side of the river will be included in the 
National Wilderness Preservation Sytem. 
ln addition to this instant wilderness. 
those remaining lands .in Oregon which 
are a part .of the National Recreation 
Area will be ..studied ior possible future 
wilderness designation and for a broad 
range of land uses and recreation op
portunities. Furthermore, all Federal 
lands under .study within the recreation 
area will be managed in such a way so 
as not to preclude their pDSSible future 
designation by the Congress .as wilder
ness. 

Although. I would like to see the 
wilderness previsions strengthened and 
more in conf.ormity with the Wilderness 
Act of 1964 as relates to the Secretary of 
Agricultlll'e's study of the National 
Recreation Area, I feel that we cannot 
afford to delay this legislation further .at 
the price .of losing .a national treasure. 
Most of the difiiculties ~an be worked .out 
in hearings, when an the conflicting 
voices can be heard and some c.onsensus 
reached Irom our concluslons~ "But we 
must move quickly now to set up the 
hearings and put the wheels in motion 
toward complete and responsive legisla
tion which will .strongly ~et forth the 
importance of the whole concept of pre
serving our ecological values. Basically. 
the legislation is ~ound. We bave 
attempted to take into .consideration the 
exact needs of the ar.ea .and provide 
ample protection and preservation of 
scenic, historical, archeological, .geologi
cal, recreational, botanical, and fish and 
wldlife walues. The battle to preserve 
this unique treasure bas been a long and 
arduous one, and each small step toward 
a consensus of opinion has been a vic
tory in itself, The iight to preserve the 
Snake River has brought together many 
people and groups from .opposite poles 
of the political spectrum. Our ranks have 
grown, and it is. I !eel, a good omen fru· 
the kind of ~upport we may expect m the 
wee"ks and months ahead. 

By Mr. wn...LIAMS {for himself. 
Mr. J3RooKE. Mr. To~ Mr. 
PROXMIRE, and :Mr. MciNTYRE); 

S. 2234. A bill to amend the Securities 
Exchange Act of 1934 to provide for the 
collection and public dissemination of 
information concerning the holdings oi 
and transactions in securities by institu
tional investors, including banks, bank 
holding companies, insurance companies, 
trust companies, investment advisers~ 
investment companies, separate ac
counts, dealers, pension-benefit or profit
sharing trusts and plans. charitable en
dowment funds, and other funds main
tained or utilized for the purpose of eo
lective investment. Referred to the Com
mittee on Banking, Housing and Urban 
Affairs.. 
INsrrrtr.:rrONAL :rNVESTO~ FULL Dl:SCLOSUlUi: t.cr 

Mr. WILLIAMS. Mr. President, I am 
introilucing today a bill on. behalf of my-
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self and Senators BROOKE, MciNTYRE, 
PROXMIRE. and TOWER to require institu
tional investors to disclose on a regular 
basis their portfolio holdings and large 
securities transactions. This is the third 
bill to result from the recently completed 
18-month securities industry study con
ducted by the Subcommittee on Securi
ties of the Committee on Banking, Hous
ing and Urban Affairs. Legislation grow
ing out of this study has already dealt 
with problems of exchange membership, 
coinmission rates, and the development 
of an efficient nationwide syste~ for the 
clearing and settlement of securities 
transactions. Now our order of business is 
to address directly the role of institutions 
in our securities markets and the impli
cations of that role for the small investor 
and our capital raising mechanisms. 

I believe that the most effective way 
this can be done is by full disclosure by 
institutional investors of their securities 
holdings and portfolio transactions. The 
Institutional Investor Full Disclosure Act 
will accomplish this task, while provid
ing us with needed information about in
stitutional trading practices and invest
ment policies. 

Institutional dominance of our coun
try's securities markets and the closely 
related problem of the disaffection of 
small investors have reached a point 
where the Congress must act promptly if 
investor confidence in the fair and or
derly operation of those markets is to be 
maintained and fully justified. 

Institutional investors have come in 
recent years to dominate ~ecurities trad
ing and to hold enormous influence over 
the price levels and the natw·e of price 
movements. 

In 1960, financial institutions ac
counted for approximately 24 percent of 
the trading volume on the New York 
Stock Exchange. Currently, it is esti
mated that they account for approxi
mately 70 percent of that volume. The 
figures for share ownership are just as 
dramatic-and as disturbing. In 1960 in
stitutions held only 17 percent of equity 
securities. The comparable figure today 
is over 30 percent. 

The staggering expansion-or explo
sion-of institutional trading and share 
ownership has had fundamental conse
quences for the operations of the market. 
On the one .hand, institutional holdings 
have increasingly tended to concentrate 
in the securities of the largest and most 
glamorous of public companies. This 
phenomenon has created what has re
cently been dubbed the "two-tier mar
ket." This market is one in which 30 or 
50 stocks, which are the cur1·ent insti
tutional favorites, increase in value and 
attract significant trading volume. At 
the same time the rest of the market, the 
thousands of other publicly traded secu
rities, fail to attract sufiicient investor 
interest for their prices to reflect their 
true value or volume to provide mean
ingful liquidity. 

The potentially dangerous conse
quences of the phenomenon called the 
.. two-tiered market" are obvious. Sound 
companies are liDable to raise long-term 
funds. Companies favored by mstitutions 
gain unfair advantages over others in 
their employee compensation abilities 
and acquisition capabilities. And inde
pendent, competently run companies be-

come almost irresistible objects for take- ulate trading by membeTs of stock ex
over efforts, particularly by ~ollar-rich changes and to require disclosure by 
foreign investors. various persons. 

There is another side to the institu- In 1968 the Congress directed the SEC 
tional investor phenomenon, a side of to study the purchase, sale -and holding 
more direct concern to small investors of equity securities by institutions, 1n or
and to those of us concerned with assur- der. to determine, among other things, 
ing that the markets operate in a fair the1r effect on "the maintenance of fair 
~nd orderly manne! w~th ~espect to su<:h and orderly securities markets" and "the 
mvestors. When mst1.tutwns trade 1n stability of such markets." The institu
enormous blo<:ks, sb:a1ns-perhaps un- · tional investor study, conducted by the 
bear~ble stralll:s-are placed on our SEC pursuant to that mandate con-
trading mechamsms. eluded: 

We must face up to the fact that these 
mechanisms were designed or evolved to 
deal with a trading pattern character
ized by a large number of small trans
actions. Today we have a market char
acterized by a relatively small number 
of large transactions. The growth of the 
institutional investor and the block 
trade have brought with them the elimi
nation of much of the pure auction 
mechanism of the exchange markets. In 
its place, we have watched develop 
an essentially negotiated transaction 
mechanism. 

I do not want to suggest that the 
growth of equity trading by institutional 
investors is necessarily bad, or that we 
should at this time in any way place 
direct regulatory constraints on that 
trading. But institutional trading has 
brought about major changes in our 
marketplace. We must recognize and 
deal with these changes if we are to 
protect the small investor and preserve 
the vitality of our capital raising 
mechanisms. 

One conclusion that flows inescapably 
from the recognition of these changes in 
our markets, is the need for the prompt 
development of a true central market 
system within which all investors and 
traders can be assured at all times of 
having the ability to participate in the 
best market for any given security. This 
central market is an objective which the 
Securities and Exchange Commission is 
now admirably and actively pursuing. It 
is also a subject concerning which I will 
shortly introduce major and far-reach
ing legislation. 

A second conclusion which follows 
from an understanding of the new in
stitutional -preeminence in the markets, 
is the need to go back to basics---back to 
the fundamental principle upon which 
the Federal securities laws were built: 
Full discloSUl·e. Persons who have the 
power to control or influence securities 
prices or trading patterns may or may 
not need to be regulated, but at a mini
mum, fairness requires that they disclose 
to other investors what securities they 
hold and how they trade. 

In t.he 1930's, the persons with this 
market power were primarily the issuers 
and underwriters and specialists. Today 
they are primarily the finincial institu
tions. I believe that full disclosure
"truth in securities', as it was called in 
the 1930's-should be required of insti
tutions as it is of the other groups. The 
Institutional Investor Full Disclosure 
Act, which I am introducing today em
bodies that belief. 

The securities acts contain various 
prohibitions against the manipulation of 
securities prices and the use of manipu
lative and de.ceptive devices. They confer 
broad powers on the Commission to reg-

An effective program of government regu
lations of institutional investors and the se
curities markets must emanate from em
pirical analyses of institutional behavior 
weighed on the scales of competing polic~ 
considerations .... [Tjhe course of future 
developments cannot be accurately gauged 
nor can reasoned regulatory policies be 
plotted without a continuing flow of such. 
information. The Commission believes that 
gaps in information about the purchase~ sale 
and holdings of securities by major classes 
of institutional investors should be elimi
nated, and recommends that the Securities 
Exchange Act of 1934 be amended to provide 
the Commission with general authority to 
require reports and disclosures of such hold
ings and transactions from all types of insti
tutional investors. 

This recommendation was analyzed 
by the Subcommittee on Secmities in 
connection with its securities industry 
study. The conclusion was reached-

That the SEC should obtatn regular and 
comprehensive Jnformation regarding insti
tutional transactions which contribute to 
unusual price movements, so that it will be 
continuously in a position to impose or 
recommend appropriate restrictions if they 
are required. 

The Institutional Investor Full Dis
closure Act will implement these signi
ficant recommendations of the Commis
sion and the subcommittee. The Commis
sion has expressed to me its full support 
for the objective of this legislaUon. There 
can be no doubt that the maintenance of 
confidence in our securities markets, 
particularly the assurances that are 
necessary to bring the small investor 
back into these markets, requires the 
Congress prompt consideration of this 
bill. 

Mr. President, I now ask unanimous 
consent that the full text of this legis
lation be printed in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD_, as 
follows: 

Be it enacted by the Senate and House of 
Representatives of tne United States of 
America in Congress assembled, That this 
Act may be cited as the "Institutional In
vestor Full Diselosur~ Act." 

Section 1. Section 13 of the Securities Ex 
change Act of 1934 (15 U.S.C. 78m) is 
amended by inserting after subsection 1 e) 
the following new subsection: 

"(f) (1) Every institutional investment 
manager who uses the mails, or any means or 
instrumentality of interstate commerce, or 
any facilities of a national securities ex
change, directly or indirectly, to effect or 
to cause to be effected transactions in secu
rities and who exercises investment discre
tion for or has Investment authority over 
any account or accounts having an aggregate 
fair market value at any time during ~he 
preceding 12 months of at least $10 million, 
and every registered dealer and exchange 
member with any trading or investment ac
count or accounts having an aggregate fair 
market value at any time during the pre-
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ceeding 12 months of at least $5 million shall 
file with the Commission such periodic and 
other reports as the Commission, by rule, 
regulation or order pursuant to paragraph 
(4) of this subsection, shall prescribe as nec
essary or appropriate in the public interest, 
to assure the maintenance of fair and orderly 
markets, or for the protection of investors. 

"(f) (2) For purposes of this subsection, 
the term 'institutional investment manager' 
means-

( A) any bank, or any bank holding com
pany as defined in the Bank Holding Com
pany Act of 1956, or any subsidiary thereof; 

(B) any insurance company or any subsid-
iary thereof; 

(C) any separate account; 
(D) any investment company; 
(E) any investment adviser; 
(F) any person, or any group of persons, 

exercising investment discretion for or hav
ing investment authority over any account 
or accounts of-

(i) any employees' stock bonus, pension or 
profit-sharing trust which is described in 
Section 401 of. the Internal Revenue Code 
of 1954, as amended, whether or not it meets 
the requirements for qualification there
under; 

(ii) any fund, trust, or company within 
the meaning of Section 202 (a) ( 5) of the 
Investment Advisers Act of 1940, which is 
organized and operated for religious, chari
table, educational, benevolent, civic, frater
nal, or any of the other purposes described 
in Section 501 (c) of the Internal Revenue 
Code of 1954, as amended, whether or not it 
meets the requirements for qualification 
thereunder; 

(iii) any fund, trust, or company within 
the meaning of Section 202 (a) ( 5) of the 
Investment Advisers Act of 1940, which is 
organized and operated for the benefit of 
federal, state or municipal employees; 

(iv) any other funds, trust, company or 
pool of assets maintained or utilized for the 
purpose of collective investment; or 

(v) any person or persons other than the 
person or persons exercising such discretion 
or having such authority. 

"(f) (3) A person shall be deemed to have 
investment authority over an account if such 
person (A) is empowered to determine what 
se~urities shall be purchased or sold for such 
account; or (B) makes day-to-day decisions 
as to the purchase or sale of securities even 
though some other person may have ulti
mate responsibility for the investment deci
sions for such account. 

"(f) (4) The Commission, by rule or regula
tion, shall require every institutional invest
ment manager, dealer and exchange member 
subject to paragraph ( 1) of this subsection, 
to file with the Commission quarterly re
ports, and reports for such shorter periods 
as the Commission shall prescribe, contain
ing the following information with respect to 
accounts over which such institutional in
vestment manager exercises investment dis
cretion or has investment authority and 
trading and investment accounts operated 
by such dealer or exchange member: 

(A) the name of the issuer, the title, the 
number of shares of principal amount, and 
the value of each security held by such 
accounts; 

(B) with respect to any transaction 
effected by any such account or any series 
of transactions effected within any 10 suc
cessive trading days by any such account or 
accounts involving at least 2,000 shares of 
any equity security or 1 percent of the out
standing shares of that class of securities 
whichever is less: 

(i) whether the transaction or transac
tions involve purchases or sales, or both; 

(ii) the trade dates; 
(iii) the name of the issuer and the title 

of the securities; 
(iv) the number of shares traded; 
(v) the prices at which the shares were 

traded; 
(vi) the market or markets in which the 

transaction or transactions were effected; 
and 

(vii) such other information concerning 
the transaction or transactions as the Com
mission, by rule or regulation, may pre
scribe. 
The Commission, by order, may require any 
institutional investment manager, dealer or 
exchange member subject to paragraph (1) 
of this subsection to file reports containing 
such information as the Commission shall 
designate with respect to any transaction 
or series of transactions effected by any ac
count or accounts over which such institu
tional investment manager exercises invest
ment discretion or has trading authority or 
by any trading or investment account or ac
counts operated by such dealer or exchange 
member. 

"(f) (5) The Commission, by rule or regu
lation or by order, may unconditionally or 
upon specified terms and conditions or for 
specified periods exempt any institutional in
vestment manager, dealer or exchange mem
ber subject to paragraph ( 1) of this sub
section or any class or classes of such persons 
from any provision or provisions of this 
subsection or any rule or regulation there
under, if and to the extent that such ex
emption is necessary or appropriate in the 
public interest and consistent with the main
tenance of fair and orderly markets and the 
protection of investors. 

"(f) (6) The information contained in all 
reports filed pursuant to this subsection shall 
be available to the public information in 
such form as the Commission, by rule, shall 
p1·escribe: Provided, however, That any per
son filing such information may file with 
the Commission written objection to the 
public disclosure of such information, and 
the Commission shall grant confidential 
treatment to such information for which 
application has been made if it finds, and 
publishes its reasons for such finding, that 
the public disclosure of such information is 
not in the public interest or would jeopard
ize the fair and orderly operation of the 
markets. 

"(f) (7) The Commission may adopt such 
rules or regulations or orders as it deems 
necessary or appropriate for the protection 
of investors or in the public interest to pre
clude unnecessarily duplicative reporting 
pursuant to this subsection by two or more 
institutional investment managers who ex
ercise investment discretion or have invest
ment authority over the same account or 
accounts, or to preclude unnecessarily dupli
cative reporting that otherwise may be re
quired of institutional investment managers 
or dealers or exchange members who are re
quired to file reports pursuant to paragraph 
(4) of this subsection and who also are 
required to file reports pursuant to any other 
provision of this title, any provision of the 
Investment Company Act of 1940, or any pro
vision of the Investment Advisers Act of 
1940." 

By Mr. HART: 
S. 2235. A bill to establish an equitable 

private retirement system. Referred to 
the Committee on Finance. 

THE RETIREMENT BENEFIT FUND ACT 

Mr. HART. Mr. President, I introduce 
the Retirement Benefit Fund Act. 

This proposal has been developed by 
Mr. Ralph Nader and Ms. Karen W. Fer
guson, an attorney with the public inter
est research group. 

A natural question would be, I think: 
What in the world is a nonexpert in 

pension reform and a sponsor and strong 
supporter of S. 4, the pension bill intro
duced by Senator WILLIAMS and Senator 
JAVITS, doing offering pension legislation 
at this late point in the game? 

My shorthand answer is that I view 
S. 4 and its offspring as developed by the 

Senate Finance Committee as really the 
early rather than the late innings of the 
effort to reform the Nation's pension 
systems. 

That view does not detract from the 
importance of passing this year a pen
sion bill setting vesting and funding re
quirements, fiduciary standards, and 
establishing portability and pension re
insurance programs. 

Such provisions are needed now to pro
tect those long-service employees cov
ered by pension plans who will lose out, 
because their employer shuts the plant 
gates, or because the pension plan goes 
broke, or because of unduly restrictive 
qualification requirements. 

Introduction of this bill should in no 
way slow congressional consideration of 
such reforms, reforms which will come 
about largely as a result of the .consid
erable e'fforts and leadership given this 
effort by Senator WILLIAMS, chairman of 
the Labor and Public Welfare Commit
tee, and Senator JAVITs, ranking minor
ity member of the committee. 

However, even a layman can under
stand that these changes will not reform 
the basic approach of most of today•s 
pension programs which says that many 
are not served so a few can benefit. 

Even a nonexpert can understand the 
figures which show that as many as three 
of five workers in the private nonfarm 
sector do not participate in pension pro
grams because they work for employers 
who do not have retirement plans-and 
that the proposed reforms will do little to 
improve these figures. 

Neither will the legislation likely to 
pass Congress this year prC'vide full 
equity for the worker who changes jobs 
often and for good reasons, nor for all 
surviving spouses of pension programs 
participants. 

The limitations of the reforms now 
being discussed in Congress are the lim
itations of a private system based on the 
premise that large numbers of persons 
must lose out if others are to benefit. The 
proposals under study seek to reduce 
the number of persons losing out by 
striking a balance between the interests 
of employees in more secure pensions 
and the cost to employers of providing 
such pensions. 

We can argue whether the correct bal
ance has been struck, but without chal
lenging what some have called the "lot
tery" premise on which the present sys
tem rests, large number of people will 
continue to lose out. 

Looking toward a future of an even 
more mobile work force and of an ever 
greater demand for adequate and secure 
retirement programs, even the layman 
begins to understand why we need a 
pension system based on including all 
rather than excluding many. 

And we cannot get there unless we 
come up with a system that insures an 
employee that he will benefit from every 
pension contribution made on his be
half. 

The Retirement Benefit Fund Act 
seeks to reach that goal while continuing 
a private·pension system. 

We could, of course, abandon entirely 
the idea of a private pension system sup
plementing social security by greatly ex
panding the social security system. 

Leaving aside the question of whether 
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the Nation 1s approaching the point of 
accepting such a proposal, the idea does 
raise serions economic concerns. 

Private pension funds are now the 
country's largest single source of private 
investment capital, capital which is a. 
critical factor in the Nation's economic 
growth. 

Replacing the private pension system 
with an expanded social security program 
would mean that this source of capital
$166.5 billion at present-either would 
disappear from the private investment 
market or be invested by some type of 
Government or quasi-government agen
cy. 

Eithet· way could lead to discomforting 
effects on a competitive market. 

All of which brings me to still another 
basic concern about the proposals now 
before Congress. 

My somewhat lengthy involvement 
with the subject of economic concen
tration leads me to question the effect 
new fiduciary standards and vesting and 
funding requirements will have on the 
accelerating trend toward dominance of 
the stock market by a few giant institu
tional investoxs. 

It has been well reported that as these 
institutional investors grow, individual 
investors leave the market. 

One result Is that the big investors, for 
understandable reasons, favor a very 
small number of companies with their 
investments, and those firms on the ''un
favored list" find hard to raise the money 
they need to remain competitive. 

What has developed is something de
scribed as a two-tier stock market, with 
from 10 to 200 companies in the favored 
tier, and the remaining 90 percent of the 
companies left to scramble. 

John C. Whitehead, chairman of the 
Securities Industry Association, is quoted 
assaying: 

If institutional dominance continues on its 
present course, we can look forward in an
other decade to complete dominance of our 
maTkets and of our corporations by a rela
tively small handful of institutions-the 
kind of industrial society that currently ex
ists in Europe and J'apan. 

A magazine article reports that James 
M. Roche, former chief executive of Gen
eral Motors, is fretting about the deplor
able state of our capital markets at the 
precise time 1n ow· .national history: 

When we face an extraordinary need for 
capital and foT strong igorous capital 
markets. 

What may not have been as well re
ported is the large role pension funds 
play in this trend toward a market dom
inated by a few institutions. 

Of the $166.5 billion in pension fund 
assets, $100 billion are administered by 
bank trust departments. 

Of that $100 billion, four New York 
banks invest 43 percent or about $43 
billion-and that money is invested in 
relatively few companies. 

A special report in the June 2 edition 
of Business Week notes, for example, 
that a major New York bank recently 
invested 65 percent of a $1 billion pen
sion fund in just seven stocks. And an 
examination of stocks held by any of 
the other bank trust departments reveals 
a similar phenomenon. Fifty-two pen
sion funds administered by the First Na-

tiona! City Bank of New York have 35 
percent of tbeir common stock invest
ments in 10 companies. 

The most frequently proposed solu
tions to the concentration problem deal 
with the imposition of size limitations, 
either on the size of the institutions or 
on the amount of investments they are 
allowed to make at any one time, and 
disclosure requirements. But even if im
plemented, these solutions will do little 
to restore the element of individual de
cisionmaking which is the hallmark of 
a vigoroliS economy. 

There is another possible solution. 
Company pension plans reportedly are 

the fastest growing sector of the insti
tutional groups. 

And this rate of growth can only in
crease when Congress passes a law estab
lishing new vesting, funding, and fiduci
ary standards. 

It makes sense then to seek to diver
sify the control over these pension funds. 

This, too, is an important goal of the 
Retirement Benefit Fund Act. 

I ask unanimous consent that the 
Business Week article entitled, "Are the 
Institutions Wrecking Wall Street?" be 
printed at the conclusion of my remarks. 

Briefly then, the Nader proposal would 
work this way: 

The Security and Ex-change Commis
sion would license a number of closely 
regulated competitive retirement funds. 

The individual employee would select 
a fund in which an employer or the 
worker could deposit pension contribu
tions. 

Unions would be free to bargain over 
the level of employer contributions. 

Pension contributions would be im
mediately vested and fully funded, and 
benefits would grow with each contribu
tion regardless of how many times an 
individual changed jobs. 

Pension contributions-including those 
made on behalf of spouses-would be tax 
deductible, but there would be a limit on 
the amount an individual could con
tribute. 

Each employee would receive a pass
book--similar to those supplied by sav
ings accounts--showing the total amount 
credited to his account and projecting 
yearly pension payments the employee 
would receive at diffet·ent retirement 
dates. 

An employee could retire at any time, 
but only once. Pension payments, based 
on the amount of money in hls account 
projected earnings on that account and 
age at retirement, could begin immedi
ately. 

Fund members would have the right 
to v.ote for directors and to express views 
on the fund's investment policies. Funds 
would be able to make some investments 
in areas--such as senior citizen hous
ing-of long-range value to retirees. 

To protect the funds against domina
tio11 by a few financial institutions. the 
bill sets stiff requirements on permitted 
affiliations of fund officers and directors. 

Because contributions would be in
vested for a longer period than is often 
the case under the present system, be
cause administrative costs of individual 
programs would be largely eliminated, 
and because the system to prospective 
estimates indicate the proposed syste~ 
would not cost most employers more to 

provide more people with the same aver
age pension benefits. 

And because the r.etirement funds wm 
handle administrative costs, . it will be 
possible for smaller .1irms which now 
cannot afford to start pension programs 
to make contributions on behalf of em
ployees. 

The bill provides a 30-year transition 
period during which employees would 
receive benefits they would have received 
under the present system. 

Mr. Nader outlined this proposal in a 
speech which he delivered to the Con
ference on Employee Benefits on May 24, 
1972, and which I inserted in the RECORD 
on June 15, 1972. Since that time the 
proposal has been put into bill form by 
the Yale Legislative Services, a Yale Law 
School student organization established 
to provide legislative drafting assistance, 
at the request of Representative BEN
J' AMIN RosENTHAL. Tax provisions were 
added and technical changes were made 
by the Senate Legislative Counsel's office. 

This bill is offered not as a perfect 
piece of legislation but as a vehicle for 
discussion on how best to move to a bet
ter pension system. 

There are controversial policy choices 
which need to be studied, the most im
portant of which is whether the best 
route for the future lies toward .a na
tionalized pension system r.ather than a 
private pension system. 

It is my hope, then, that those who 
take the time to study this proposal will 
do so mindful of the two problems it 
seems to answer-better pension pay
ments for more people and dispersal of 
market power exercised by institutional 
investors fueled by pension funds. 

I ask unanimous consent that the Re
tirement Benefit Fund Aet, a section-by
section summary of its provisions, a 
statement discussing the retirement In
come aspects of the bill prepared by Ms. 
Ferguson. and a list of questions and 
answers about the bill be printed in the 
REcoRD. 

There being no objection, the bill and 
material were ordered to be printed in 
the RECORD, as follows: 

s. 2235 
Be it enacted by the Senate and House oj 

Representatives of the United States of 
.America in Congress assembled, 

(a) This Act may be cited as the "Retire
men~ Benefi:t Fund Act.'' 

(b} Table of Contents:-
Sec. 2. Findings and declaration of policy 
Sec.3.~tions 

TITLE I. RETIREMENT BENEFIT FUNDS 
Sec. 101. Organization and general provisions 
Sec.l02.1Jcensing 
Sec. 103. Directors and officers 
Sec. 104. Election. of directors 
Sec. 105. Investment of policy 
Sec. 106. Fiduciary standards 

TITLE II. DISCLOSURE 

Sec. 201. Inapplicability of prior law 
See. 202. Information disclosed 
Sec. 203. Fund descriptions 
Sec. 204. Annual reports 
Sec. 205. Disclosure to parlieipants 

TITLE lli. CONTRIB"UTIONS; :BJ5NKli"lTS; 
INSURANCE 

Sec. 301. Contributions 
Sec.302.~erability 

Sec. 303. Sales and advertising 
See . .so~. Benefits anu paym.ent 
Sec.305.Insurance 



·t:XJNGRESSfe>N1tl. {RECORD·-· . SEN·ATE - -July 23, 1973 

TITLE IV. TRANSITION PERIOD 
Sec. 401. Retirement Benefit Funds 
sec. 402. Pre-existing pension plans 
sec. 403. Federal, state and local pension 

funds 
Sec. 404. Retired Workers Income security 

Commission 
TITLE V. PENALTIES: ENFORCEMENT 

Sec. 501. Civil liaJb111ty 
Sec. 502. Criminal liability for false stat e

ments 
Sec. 503. Criminal liability for fraud and con-

version 
Sec. 504. Investigations 
Sec. 505: Unannounced audits 
Sec. 506. Jurisdiction 
Sec. 507. Class actions 
Sec. 508. Class action notice provisions 
Sec. 509. Appointment of attorneys 
Sec. 510. Attorneys fees 
Sec. 511. Bonding 

TITLE VI. EPFECTIVE DATE 
Sec. 601-. Effective date 
TITLE VII. AMENDMENT OF INTERNAL 

REVENUE CODE 
Sec. 701. Retirement benefit funds 
sec. 702. Transfers 
Sec. 703. EI_llployer contributions 
Sec. 704. Retirement savings 
Sec. 705. Application 
Sec. 708. Delegation 

FINDINGS AND DECLARATION OF POLICY 

SEC. 2 (a) The Congress finds that private 
pension plans in the United St ates are in
trinsically woven into the working and re
tirement lives of American men and women; 
that such plans have become firmly rooted 
into our economic and social structure; that 
their operational scope and economic im
pact is interstate and increasingly affects 
more than thirty million worker participants 
through the United States; that private pen
sion assets of approximately $150,000,000,000 
accelerating at more than $10,000,000,000 an
nually, represent the largest fund of vir
tually unregulated assets in the United 
States; that the growth in size, scope, and 
numbers of private pension plans is con
tinuing rapidly and substantially; that these 
rapidly growing pension funds are operated 
with little reference to the best interests of 
the participants whom the funds are sup
posed to benefit; that the Federal authority 
over the establishment, administration, and 
operations of these plans is ineffective to se
cure adequate protection of retirement ben
efits due to the workers covered and affected; 
that deficient and inadequate provisions con
tained in a number of such plans are directly 
responsible for hardships upon working men 
and women who are not realizing their ex
pectations of pension benefits upon retire
ment; that there have been found to be se
rious consequences to such workers covered 
by these plans directly attributable to in
adequate or non-existent vesting provisions 
and lack of portaJbllity to permit the transfer 
of accumulated moneys by employees from 
one employment to another; that termina
tions of plans beyond the control of the em
ployees, without necessary and adequate 
funding for benefit payments, have deprived 
employees and their dependents of earned 
benefits; that employee participants have 
not had sufficient information concerning 
their rights and responsibilities under the 
plans, resulting in loss of benefits without 
knowledge of same; that the lack of uniform 
minimum standards of conduct required by 
fiduciaries, adlninistrators, and trustees has 
jeopardized the security of employee pension 
benefits; that investment of pension fund 
n;10n~:ys is becoming increasingly concen
trated; that 1ihe costs inherent in the opera-
tion of the current pension plan system func
tion to inhilbit extension of pension plan 
coverage to countless millions of employees; 
that the existing law provides no incentive 
for employees to make their own provisions 
for retirement or provisions for the :flnan-

cial security of their surviving dependents; 
and that it is therefore desirable that a new 
legal framework be created to fulfill and 
protect the retirement interests of working 
Americans. 

(b) It is the policy of this Act-
( 1) to protect interstate commerce, and 

the interests of American workers by per
Initting and encouraging the creation of Re
tirement Benefit Funds, licensed by the 
Securities and Exchange Commission, for the 
purpose of receiving, investing, managing, 
and paying retirement benefits out of pay
ments made to them by or on behalf of indi
vidual participants, such Retirement Benefit 
Funds to provide for full vesting of all pay
ments made on behalf of individual partici
pants so that an employee may ch~nge em
ployment without forfeiture of benefits; for 
management by directors elected by and re
sponsible to fund participants, and for in
vestment by each fund of all monies with the 
sole aim of serving the best interests of fund 
participants; and 

(2) to provide for ins1.uance of all pension 
contributions and to assure adequate dis
closure and reports to participants and bene
ficiaries of fund administration and opera
tions, including financial information by the 
fund to the participant, as may be necessary 
for employees to have a comprehensive un
derstanding of their rights and obligations 
to receive benefits from the funds in which 
they are participants; 

(3) to provide incentives for employees to 
make their own provisions for retirement 
and provisions for the financial security of 
surviving dependents; 

(4) to establish minimum st an dards of 
fiduciary conduct; and 

(5) to provide for appropriate and ade
q u ate remedies, sanctions, and ready access 
to t he courts for the aggrieved parties. 

DEFINITIONS 

SEc . 3. As used in this Act-
(1) "Retirement Benefit Fund" and "fund" 

means a corporation not for profit organized 
under the laws of any State or the District 
of Columbia and licensed according to the 
provisions of this Act for the purpose of re
ceiving, investing, managing, and paying re
tirement benefits, 

(2) "Commission" means the Securities 
and Exchange COinmission, 

(3) "beneficiary" means any natural per
son who may be entitled to receive payments 
from any fund by virtue of the death of a 
participant, 

(4) "employee" means any individual who 
receives remuneration for services who is not 
a self-employed person, 

( 5) "employer" means a person who gives 
one or more employees remuneration in ex
change for services, 

(6) "pre-existing pension plan" means an 
employee pension benefit plan, other than 
a profit-sharing retirement plan, established 
or maintained prior to the date of enactment 
of this Act by an employer or employee or
ganization, or by both for the purpose of 
providing retirement benefits to participants 
or their beneficiaries, · · . 

(7) "participant" means any natural per
son on whose behalf contribut ions are made 
to any fund. 

(8) "self-employed person" means a per
son who owns an entire interest in an un
incorporated trade or busines.S, or in the case· 
of a partnership, means a partner who owns 
more than 10 per centum of either the profits 
or capital interest in such partnership, 

(9) "special allowance invest ment" means 
an investment in an enterprise the advance
ment of which the fund directors deem 
likely to be of particular social utility and of 
long-range value to the participants as re
tirees, including investments tending to re
duce expenses typically incurred during ·re
tirement (such as housing, medical and con
sumer expenses) which would not be justi
fied solely in terms of their m onetary return 
and the risk involved, 

(10) "person" means an individual, part
nership, corporation, mutual company, joint 
stock company, trust, unincorporated orga
nization, association, or employee organiza
tion. 

(11) "affiliated person" of another person 
means-

( A) any person directly or indirectly own
ing, controlling, or holding with power to 
vote, five percent or ·more of the outstanding 
voting securities of such other person; . 

(B) any person five percent or more .of 
whose outstanding voting securities are di
rectly or indirectly owned, controlled, or held 
with power to vote, by such other person; 

(C) any person directly or indirectly con
trolling, controlled by, or under common con
trol with, such other person; 

(D) any officer, director, partner, copart
n er, or employee of such other person; 

(E) if such other person is a.n investment 
company, any investment adviser thereof br 
any member of an advisory board thereof; 
and 

(F) if such other person is an unincorpo
rated investment company not having a 
board of directors, the depository there·of; 
and 

(12) "consultant" means any person who 
advises or represents a fund. 

. TITLE I-RETIREMENT BENEFIT FUNDS 
ORGANIZATION AND GENERAL PROVISIONS 

SEC. 101. (a) The securities and Exchange 
Commission shall prescribe rules and regula
tions necessary to carry out the provisions of 
this Act, including rules and regulations for 
the operat ion of Retirement Benefit Funds. 

(b) There is hereby established a Retire
ment Fund Division within the Securities 
and Exchange Commission, with the · power 
and responsibility of supervising Retirement 
Benefit Funds according to terms of this Act. 

(c) The Commission is authorized to 
. appoint and fix the compensation of such 
attorneys, actuarial consultants, heari..D.g ex
alniners, and other employees as may be 
necessary for carrying out the functions of 
the Retirement Fund Division under this 
Act, without regard to the provisions of title 
5, United States Code, governing appoint
ments in the competitive service, and with
out regard to chapter 51 and subchapter IU 
of chapter 53 of such title relating to Classi
fication and General Schedule pay rates, and 
the Commission may, subject to such pr~
visions, appoint and fix the compensation of 
such other officers and employees as are 
necessary in the execution of the Division~s 
functions. The Commission may procure the 
temporary and intermittent services of indi
viduals in carrying out the functions of the 
Division to the extent authorized by section 
3109 of title 5, United States Code. 

(d) There are hereby authorized to be 
appropriated such sums as may be necessary 
to enable the Retirement Fund Division to 
carry out its functions and duties. 

(e) The Commission shall submit annually 
a report to the Congress covering its activities 
under this Act during the preceding fiscal 
year. 

LICENSING 

SEc. 102. (a) Applications to be authoriz~d 
to operate as a fund shall be filed with tlie 
Commission, in such form and containing 
such information and documents as the 
Commission shall by rules and regUlations 
prescribe as necessary or appropriate for the 
protection of the interests of employees and 
the public. The information required by the 
Commission shall include-

( 1) the name and address of each affiliated 
person of applicant and the name and prin
cipal address of· ever-y company, other than 
the applicant, of which each such person is 
an officer, director, or partner; a detailed 
s tatement of t~~ b~s?1ess experience rele
vant to the application of each officer and 
director of the applicant; 

(2 ) the name under which the proposed 
fund intends to operate, and the location of 
the fun d 's principal place of business: 
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(3) a. recital of the investment policies of 
. the applicant, and of other policies in respect 
of matters which the applicant deems mat
ters of fundamental policy; 

(4) a copy of the corporation's charter, its 
bylaws, and such other documents relating 
to the organization and operation of the 
corporation as the Commission may require; 
and 

( 5) any other information deemed neces
sary by the Commission to effectuate the 
purposes of this Act. 

(b) Upon receipt of such application, the 
Commission shall examine the condition of 
such applicant, paying particular attention 
to the financial condition and demonstrated 
expertise of the persons described in the 
application, and to the demand for fund 
services. If the Commission is satisfied that 
the interests of employees and the public 
would be served by permitting the applicant 
to operate a fund, it shall issue a license to 
the applicant to so operate, which license 
shall be for the term of 12 years and renew
able. The Commission shall provide public 
notice of its intention to issue a license and . 
shall entertain comments from any member 
of the public concerning the suitability of 
the proposed licensee for a period of 30 days 
from the provision of said notice. 

(c) No fund shall be atriliated with any 
bank, insurance company, or other financial 
institution. 

(d) Appli~tion for license renewal shall 
be made at least six months prior to the ex
pi!"ation of the existing license. The Commis
sion shall review all applications to determine 
whether renewal is appropriate. 

(e) (1) On petition of 50 pension fund par
ticipants or if the Commission has grounds 
to believe that continued operation of a fund 
by a licensee is likely to jeopardize the actual 
and potential pension benefits of part1cipants 
or is not in the public interest, the Commis
sion shall hold a hearing to determine if a 
license renewal shall be denied or a license 
revoked. Adequate public notice, not less 
than 30 days prior to suc.u nearing, shall be 
-provided 

(5) Renewal or non-revocation under this 
subsection may be- conditioned on :mch al
terations in the policies or personnel of the 
fund as the Commis<~. on may deem necessary 
to protect the interest of the public or of 
the participants. 

(6) After revoking a license, the Commis
sion shall entertain applications from per
sons desiring to become the licensee of said 
fund. The Commission may require, as con
ditiom. of granting a new license, ·such. 
changes in investment policy or personnel of 
the fund as are necessary to insure the fi
nancial :>'()undness of tne fund. 

(7) No fund and no person affiliated with 
any fund shall be eligible to become a li
censee of any other fund held in trust under 
paragraph ( 3) . 

(8) When the right to manage a fund 
under the control of a trustee is granted to 
a new licensee, said licensee sball notify all 
fund participants and beneficiaries of the . 
change in management and each participant , 
and beneficiary shall be provided the oppor-. 
tunity to have all amounts accumulated to 
his account transferred to another fund. . 

(9) In the event that no suitable applicant 
shall apply for a. license to manage a fund. 
under the control of a trustee within such 

· reasonable period of time following revoca
tion or non-renewal as the Commission shall 
prescribe, the trustee shall proceed to ter
minate the fund by notifying participants 
and beneficiaries that they must designate 
another fund to which all amounts accumu
latect to their accounts may be transferred. 
The trustee shall arrange with other funds 
for the continued payment of benefits to 
retired participants and beneficiaries, and 
shall pay to those funds amounts appropriate 
to cover the obligations assumed. Any fund 
licensed under this Act may be required by 
the Commission to assume a reasonable share 
of the obligations of a terminated fund. 

(f) (1) The Commission shall establish 
procedures for the receipt and investigation 
of all complaints by any member of the pub
lic concerning the operations of an existing 
fund . · · 

of title 18, United States Code, or a viola
tion of section 874, 1001, 1027, 1503, 1506, 
1510, 1951, or 1954 of title 18, United States · 
Code, or a violation of the Labor-Manage
ment Reporting and Disclosure Act of 1959 
(73 Stat. 519; 29 U.S.C. 401) or a violation 
of the Welfare and Pension Plan Disclosure 
Act (- U.S.C. -; 29 U.S.C. 301), or con
spiracy to commit any such crimes or at
tempt to commit any such crimes, or a crime 
in which any of the foregoing crimes is an 
element, shall serve-

(1) as a director, officer, consultant, coun
sel, agent, employee (other than as an em
ployee performing exclusively clerical or jani
torial duties) of, or in other fiduciary position 
of, any fund; 

(2) as a consultant to any fund for five 
years after such conviction, unless prior to 
the end of such five-year period, in the case 
of a person so convicted-

( A) his citizenship rights, if revoked or 
suspended as a result of such conviction, 
have been fully restored, or 

(B) the Commission determines that such . 
person's service in any capacity referred to 
in paragraph (1) or this paragraph, would 
not be contrary to the purposes of this Act. 

(c) It shall be unlawful for any officer, 
director or employee of a fund knowingly to 
permit any person to serve in any capacity 
referred to in subsection (b) in violation of 
that subsection. 

(d) Any person who is convicted willfully 
violating this section shall be fined not more 
than $10,000 or imprisoned for not more 
than one year, or both. 

ELECTION OF DmECTORS 

SEc. 104. (a) (1) The board of d irectors of 
a fund shall consist of not less than 15 nor 
more than 20 members elected for terms of 
five years. The terms shall be so arranged 
that not less than 3 nor more than 4 expire 
each year. 

(2) Not less than one-half of the seats 
on the board of directors shall be reserved 
for individuals who reasonably anticipate 
that the fund will represent the major non
governmental portion of their future retiie
ment income. Beginning one year after the 
organization of the fund, one or two of the 
seats becoming vacant each year shall be 
filled by fund participants or beneficiaries 

(2) Any petitioner or complainant may 
appeal from any Commission licensing de
cision to the United States District Court 
for the District of Columbia Circuit. The 
decision of the Commission shall be final 
unless contrary to. law or not based on sub
stantial evidence. · 

· until not less than one-half of tbe total 
seats are so occupied. 

DmECTORS AND OFFICERS (b) ( 1) Funds shall provide in their by
laws for nomination of directors in accord
ance with the following guidelines; 

. (A) The first board of directors shall be 

. selected by the license applicant. 

(2) U after· a full hearing on the record, 
with evidence presented from all interested 
parties and at w:aich counsel for the chal
lenged liceLsee is allowed to present and 
cross examine witnesses, the Commission de
cides, based on the record, that further opera
tion of the fund · as constituted may jeo
pardize the -pension benefits of participants 
or is not otherwise in the public interest, 
it shall revoke such a fund's license or deny 
it renewal. The hearing examiner shall in his 
discretion permit intervention in any hear
ing by such members of the public as may be 
necessary to represent interests otherwise 
unrepresented. Intervenors sha:· have all the 
rights of a party at any hearing. 

SEc. 103. (a) (1) No fund shall have a board 
of directors more than 40 percent of whose 
members are persons who are investment 
advisors of, affiliated persons of an invest-

. ment advisor of, consultants to, or officers 
of employees of, such fund. 

. (B ) Thereafter-
(!) the officers of the fund may nominate 

a candidate for each seat as the term of the 
incumbent expires, except, that for the seats 
.reserved for participant and beneficiary 
.board m~mbers, the officers of the fund shall 
have no power of nomination, and 

(3) In cases where the Commission has 
reason to believe that emergency measures 
are necessary to protect fund participants, it 
may, with or Without prior notice place a 
fund under the management of a Commis
sion trustee who shall have full powers to 
operate the fund pending the outcome of a 
hearing under paragraph (2). If such an 
emergency trustee is appointed, the manage
ment is entitled to a hearing not more than 
90 days after it so petitions and a fi:qal Com
mission decision not more than 60 days after 
such a _ hearing. If the Commission after a 
hearing held pursuant to this subsection de
cides not to revoke or deny renewal to a li
censee, control over such fund shall promptly 
be restored to licensee. 

(4) If after a hearing und£:r paragraph (2) 
the Commiss~on decides to revoke or deny 
license renewal to a licensee and a trustee 
has not previously been appointed under 
~ragraph (3), a trustee shall be appointed 
Wlth full powers to operate s1.:.ch fund until 
it is terminated or returned to private mae
agement pursuant to this section. The trus
te~ shall notify all fund participants of his 
appointment. 

(2) No fund shall have a majority of its 
board of directors consisting of persons who 
are <;>fficers, directors, or employees of banks 
and msurance companies. 

(3) The total number of persons on the 
board of directors who fit either of the fol
lowing categories shall not total more than 
one-third of the directors. 

(A) officers or directors of any employer 
or employer organization, or 

(B) otllcers of any labor organization or 
its subdivisions. · 

(4) No fund shall invest in any company 
of which a director or officer of that fund is 
a director or officer. 

. (5) No person shall serve as officer or 
drrector of more than one fund at a time. 

(b) No person who has been convicted 
under the law of the United States, or of 
any State (or of any political subdivision 
thereof), of robbery, bribery, extortion, em
bezzlement, grand larceny, burglary, per
jury, or any crime described in section 9 (a) 
(1) of the Investment Company Act of 1940 
(- s_tat. -; 15 U.S.C. 80a-9(a)(l)), or a 
v~olat~on of any provision of this Act, or a 
V1olat10n of section 302 of the Labor-Man- · 
agement Relations Act of 1947 (61 Stat 157· 
29 U.S.C. 186), or a violation of chap~r 6S 

(ii) additional nominations for the board 
!Day be made by petitions signed by not less 
than 

(I) 500 of the fund's participants or 
(II) 2 percent of the fund's participants 

whichever is smaller. ' 
(c) campaigning for directorships shall 

consist ~nly of a distribution of information 
at the expense of the·fund, describing, in the 
Ianguage .of the candidate, his qualifications , 
an~ such positions on investment policy as · 
he regards as important. In any matter dis- . 
tributed by a fund under the preceding sen
tence each candidate shall be afforded equal 
!'!Pace with other candidates in which to make 
a presentation. The Commission may pre
scribe the amount of space to be provided 
each candidate, taking into account the 
necessity for non-incumbent candidates to 
make their views known to fund participants 
and the need to limit the :financial burden on 
funds. 

(d) (1) Election ballots shall be distrib
uted and collected by mail, due care being 
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taken by the fund to assure the integrity of 
the electoral process. 

(2) Each participant shall have one vote 
for each seat to be filled, and may cast hiS 
vote cumulatively. The seats reserved for 
participants and beneficiaries and all other 
seats shall be separated for the purpose of 
voting, and cumulative voting is within each 
category. 

(3) The candidates in each category will 
be ranked according to total votes received. 
The candidate in each category with the 
largest vote total shall be awarded a seat on 
the board of directors, then the candidate 
with the second highest vote total; and so 

. on, until the number of vacant seats is 
filled. 

(e) (1) Complaints of election irregulari
ties .shall be made to the board of directors, 
who shall establish a single committee within 
5 days after the receipt of any complaint to 
investigate complaints relating to that elec
tion. Except as provided in paragraph (2), 
if the board determines that such irregu
larities existed, it shall void the election and 
order a new one. The directors elected in the 
challenged election shall not be considered 
a part of the board of directors for the pur
pose of ruling on the validity of the election, 
nor are they eligible for membership on the 
investigatory committee. 
_ (2) If the board of directors ru1es that 

there were no irregularities, or that such 
irregularities as may have existed had no 
effect on the result of the election, a com
p~ainant may appeal to the Commission. 

(3) Any fund participant or beneficiary 
and any candidate standing for election in 
the challenged election may file a complaint 
alleging election irregularities. 

(4) Upon receipt of a complaint that has 
been rejected by a fund, the Commission 
shall conduct an investigation of the elec
tion. If irregularities are found, the Com
mission shall void the election, and order 
a new election to be held under its super
vision. 

( 5) A decision of the Commission under 
subsection ( 4) is reviewable by a United 
States district court. The decision of the 
Commission shall be final unless contrary to 
law or not based on substantial evidence. 

(f) Any vacancv occurring on the board of 
directors other than by expiration of a term 
of office may be filled by vote of the remain
ing members of the board for the remaining 
term of the seat involved. 

INVESTMENT POLICY 

SEc. 105. (a) No fund shall issue 'or under
write any kind of securities, whether in the 
form of stocks or bonds. Funds shall not is
sue any debt securfties. 

(b) ( 1) The assets (or any portion thereof) 
of the fund may not be loaned to a company 
which is the employer of any of the partici
pants, or to an affiliated person of an em
ployer of any of the participants, or to a 
labor organization representing any of the 
participants, at a rate of return which is 
lower than the greater of- . 

(A) the rate at which the prospectl~e 
debtor could borrow money for the intended 
use from commercial banks, or 

(B) the gross return on investment exper-. 
ienced by the entire fund during the most 
recent fiscal year. 

(2) The assets of the fund may under no 
circumstances be loaned to--

(A) any present or past director, officer or 
employee of the fund, or 

(B) any person or company affiliated with 
a present or past director, officer or em-
ployee of the fund. · 

(3) With respect to all unsecured loans ex
tended by the fund, due attention shall be 
paid to the credit-worthiness of the pro
spective debtor, and loans shall be made only 
in accordance with sound financial prin
ciples. 

(4) Prospective borrowers shall be in
forn;ted, prior to the making of any loan. of 

the requirements of this section. Any loan 
made in violation of this section shall be 
voidable at the option of the fund. Any bal
ance due on any such loan on the date on 
which it is voided _shall be due and payable 
in fu11, with interest, not later than 30 days 
after that date. 

( 5) Any officer or director of a fund who 
is convicted of willfully causing a loan to 
be made in violation of this section or who 
is convicted of knowingly permitting such 
a loan to be made shall be fined not more 
than $50,000 or imprisoned for not more than 
five years, or both. 

(c) (1) No licensee shall, unless author
ized by a vote of a majority of the partici
pants voting, deviate from its policy in re
spect to investments, specifically, in respec't 
to concentration of investments in any par
ticular industry or group of industries as re
cited in its original license application. The 
Commission shall promulgate such regu1a
tions as necessary to insure that the pur
poses of this section are carried out in a fair 
and equitable fashion. 

(2) A licensee proposing to change its in
vestment policy shall, before seeking a partic
ipant approval, submit a detailed analysis of 
the proposed change, with reasons therefor, 
to the Commission. If the Commission de
cides that the proposed changed investment 
policy is within the guidelines established 
in this Act regarding concentration, and 
that is is not contrary to the best interests 
of fund participants and beneficiaries and 
will not unreasonably endanger the fund as
sets, it shall permit the licensee to seek par
ticipant authorization for the change. 

(3) Proxies shall be valid only to the ex
tent that they authorize a representative 
to vote for or against the proposed changed 
investment policy. 

(d) No fund shall so concentrate its in
vestments in a single company or industry 
that-- · 

( 1) the stability of the fund would be 
threatened in the event of a drastic reduc
tion in the value of such concentrated in
vestments, or 

(2) the fund has effective control over 
any company in which it has investments. 
· (e) Each year a percentage of total fund 
assets as the Commission may by regu1ation 
prescribe shall be allocated for administra
tive expenses, which expenses shall include 
but not be limited to all forms of remunera
tion paid to officers, directors and employees 
of a fund. 

FIDUCIARY STANDARDS 

SEc. 106. (a) Every fund shall be deemed 
to be a trust and shall be held for the ex
clusive purpose of providing benefits to par-
ticipates and beneficiaries. · 

(b) Any person who exercises any power 
of control, management, or disposition with 
repsect to any monies or other property of 
a fund is a fiduciary and occupies a posi
tion or trust with respect to such fund, 
and to its participants and beneficiaries. 

· (c) A fiduciary shall discharge his or her 
duties with respect to the fund-

( 1) solely in the interests of the partici
pants and beneficiaries, 

(2) with the care under the circum
stances then prevailing that a prudent man 
acting in a like capacity and with a like 
concern for the income security of retirees 
would use in the conduct of an enterprise 
with similar aims, and 

(3) in accordance with the documents 
and instruments governing the fund insofar 
as consistent with this Act. 

(d) Nothing in this section shall be con
strued to prohibit any fiduciary from-

(1) receiving any reasonable compensa
tion for services rendered, or for the reim
bursement of expenses incurred in the per-. 
formimce of his duties with . the fund, but no 
fiduciary shall directly or indirectly accept 
or be the beneficiary of any fee, brokerage, 
commission, gift, or other conslderatio~ for 
or on account of any loan, deposit, pur-

chase, sale, payment or excharige made by 
or on behalf of the fund; 

(2) receiving any ben,efit to which he may 
be entitled as a participant of beneficiary in 
the fund; 

(3) purchasing on behalf of the fund any 
security which has been issued by an em
ployer whose empioyees are participants in 
the fund; · 

( 4) making special allo'Wariee investments 
with up to 10 percent of the assets of the 
fund; 

( 5) voting shares held by the fund in ac
cordance with voting preference question
naires furnished to each participant or bene-
ficiary pursuant to section 205 (f). ' · 

(e) ( 1) Any fiduciary who breaches any .of 
the re'sponsibilities, obligations, or duties 
imposed upon fiduciaries by this Act shall be 
personally liable to reimburse such fund' an 
amount equal to any losses experienced by 
the fund resulting from such breach and 
to restore to such fund any profits accrued 
by the fiduciary resu1ting from his breach 
of duty. 

(2) No fiduciary shall be indemnified by 
the fund in connection with such a breach. 

(3) Any exculpatory provisions in the 
agreement establishing a fund under this 
Act or any resolution or agreement by the 
parties thereto which purports to relieve any 
fiduciary with relation to any such fund 
from liabilities for breach of the responsi
bilities, obligations, or duties declared by 
this section shall be void as against public 
policy·. 

(f) Directors and officers are required to 
disclose their securities holdings to tlie 
Cori:unission and the participants of the 
fund. To the extent that their holdings co
incide with holdings of the fUnd, tho~e hold
ings shall be sold or placed in a blind trust 
for the duration of the director's or officer's 
tenure. 

(g) A fiduciary shall not be liable for a 
violation of this Act committed before he 
became a fiduciary or violations committed 
after he ceased to be a fiduciary. 

TITLE II-DISCLOSURE 
INAPPLICABILITY OF PRIOR LAW 

SEc. · ·201. The Welfare and Pension Plans 
Disclosure Act is not applicable to Retire
ment Benefit Funds established pursuant to 
this Act. The Commission shall have sole 
power to enforce the provisions of this title. 

INFORMATION DISCLOSED 

SEc. 202. (a) The chief executive officer of 
each fund shall cause to be published (1) a 
description of the fund, and (2) an, annual 
report. Such description and such report 
shall contain the information required by 
sections 203 and 204 of this title in such 
form and in such detail as the Commission 
shall by regulation prescribe and shall be ex
ecuted, published, and filed in accordance 
with the provisions of this Act and regula-
tions of the Commission. · 

(b) The chief executive officer of a fund 
shall furnish to each participant and bene
ficiary covered thereunder in accordance 
with subsections (c) , (d) , and (e) of sec
tion 205--

(1) a summary of the annual report, 
(2) a year-end statement, 

· ) 

(3) an investment preference question
naire, and 

(4) where appropriate, a voting prefer
ence questionnaire. 

FUND DESCRIPTIONS 

SEc. 203. (a) A description .. of any fund. 
shall be published as required herein within 
90 days after the establishment ,of such fund 
and shall be mailed. to participants and 
beneficiaries in accordance with section 
205.(c)'_(l). . . 

(b) ( 1) The description of the fund shall 
be comprehensive ·and shall include-

(A) the name of th.e fund, 
(B) the name and address c;>f all directors 

and officers, 
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(C) a description of the operatio~ of the changes during the year covered by the re

fund, written in a manner calculated to be port of investment assets ot her than sa-
understood by the average participant, curities-

(D) the fiscal year of the fund, (A) by type of category of asset t he aggre-
(E) a. statement of how participants' bene- gate amount of purchases, sales, and ex-

fi ts are to be calculated, changes; the aggregate expenses incurred in 
(F) a. statement of investment policies, connection therewith; and the aggregate 
(G) a copy of mortality tables used in net gain (or loss) on sales, and 

determining benefits (B) for each transaction involving invest-
(H) the procedures to be followed in pre- ments made pursuant to section 106(d) (4) 

senting claims for benefits under the fund and for each transaction involving over 
and the remedies available for the review $100,000 or 3 percent of the fund, an indi
or appeal of claims which are denied in cation of each asset purcha-sed, sold, or ex
whole or part, and changed (and, in the case of fixed assets such 

(I) any other data or information which as land, buildings, and leasehold, the loca
the Commission concludes is necessary if tion of the asset); the purchase or selling 
participants and beneficiaries are to have a price; expenses incurred in connection with 
clear understanding of the chief features of the purchase, sale, or exchange; the cost 
their fund. of the asset and the net gain (or loss) on 

(2) Any change in the information re- each sale; the identity of the seller in the 
quired by this subsection shall be reported . case of a sale, and his or her relationship to 
in accordance with regulations prescribed . the fund; 
by the Commission. ( 5) a schedule of all loans mad~ from the 

ANNUAL RE PORTS fund during the reporting period or out-
SEC. 204. (a) An anl1ual report shall be standing at the end of the year, and a ached

published with respect to any fund estab- ule of principal and interest payments re
lished pursuant to this Act, as required un- ceived by the fund during the reporting 
der section 205, within 150 days after the period aggregated· in each case by type of 
end of the fiscal year of the fund. loan, and, in adc'.itio·1, a separa.~ schedule 

(b) The chief executive officer of a fund with respect to aillosns-
shall cause an audit to be made annually. (A) ma-de pursuant to section 106 (d) (4) , 
Such audit shall be eonducted in accord- (B) in default, 
ance with generally accepted accounting (C) written off during the year as uncol-
principles by an independent certified or lectible, and 
licensed public accountant. The auditor's (D) all other loans, 
opinion and comments with respect to the the original principal amount of the loan, 
financial information shall be furnished in the amount of principal and interest re
the annual report and shall form a part ceived during the reporting year, the unpaid 
of such report. In addition the results of balance, the identity and address of the 
any special audits, including those that obliger, a detailed description of the loan 
the Commission may by regulation prescribe, (inelude date of making and maturity, in
shall form a part of such report. terest rate, the type and value of collateral, 

(c) A report under this section shall in- whether or not the loan is insured, and other 
elude- material terms), the amount of principal 

(1) the aggregate amount contributed by and interest overdue (if any) and, as to loans 
the participants; the aggregate amount con- written off as uncollectible, an explanat ion 
tributed by employers and the ·aggregate thereof; 
amount contributed by spouses; the amount (6) in addition · to :-eporting the informa
of benefits paid to participants and benefic!- tion required by this subsection, the · direc-

. aries; the number of participants; the num- tors and officers may -~urnish other informa

. ber of beneficiaries; a statement of assets, lia- tion as to investments or reinvestments of 
· bilities, receipts, and disbursements of the the fund as additional disclosures to the 
fund; a detailed statement of the salaries, · Coinm.ission. 
fees, commissions: and other administrative - (d) Any annual report made under this 
expenses ·charged to t:he fund, to whom paid, section shall include-
in what amount, and for what purposes; the (1) the number of participants, both re
name and address of each officer, director, tired and non-retired, covered by the fund 
consultant, and other fiduciary, his or her during the fiscal year to which the report 
official position with respect to the fund, and relates, 
any other office, position or employment he (2) the number of participants and bene-
or she holds; ficia.ries receiving benefits and the dollar 

(2) a schedule of all investments of the amount of such benefits paid during that 
fund showing, as of the end of the fiscal year, 
year- (3) the amount of all accumulated net 

(A) the aggregate cost and aggregate value assets as of the close of that year, 
of each security, by issuer; and (4) the value of all accrued liabilities for 

(B) the aggregate cost and aggregate value, benefit payments as of the close of that year, 
by type or category, of all other investments, (5) the total earnings of the fund for the 
and separately identifying (i) each invest- reporting year in dollar amount, and the 
ment which exceeds $100,000 or 3 percent percentage rate of return on total assets, 

· of the value of the fund, and (11) each in- shown in terms of measurement s prescribed 
. vestment made pursuant to section 106(d) by the Commission, 

(4); (6) the amount of insurance premiums 
(3) a schedule showing the aggregate paid to the Federal Insurance Corporation 

. amount, by type of security, of all pur- during that year, 
chases, sales, redemptions, and exchanges of (7) all amounts returned to the fund from 
securities made during the reporting period the Federal Pension Insurance Corporation 

11 t f th is f ti during that year, and 
a s o e suers o su~h securi es; and; in (8) . such other information as the ·com-

. addition a schedule showing, as to each sep-

. arate transaction with respect to securities mission may by regulat!on prescribe. 
held or acquired pursuant to section 106(d) DISCLOSURE TO PARTICIPANTS 

(4), the issuer, the type and class of security, SEc. 205. (a) The Commission shall pre-
the quantity involved in the transaction, the pare forms for the fund descriptions, annual 
gross purchase price, the date of purchase, reports, annual statements, and investment 
and ill the case of a sale, redemption, or ex- and voter preference questionnaires required 
change, the gross and net proceeds (includ- by the provisions of this Act and shall make 
illg a description and the value of any con- such forms available to the directors and 
sideration other than money), the dates officers of such funds on request. 
of such sales, redemptions or exchanges, (b) The chief executive officer o f all funds 
and the net gain or loss; subject to this Act shall file with the Com-

( 4) a schedule of purchases, sales, or ex- mission a copy of the fund descript ion and 

each annual report and any other items the 
Commission may require. The Commission 
shall make copies of such descriptions and · 
annual reports available for inspection, ex
amination, and copying at the Commission. 

(c) The chief executive officer of each 
fund shall publish plan descriptions and an 
nual reports by-

( 1) mailing copies of t he fund descrip
tion (including all amendments and addi
tions thereto) and of annual reports to each 
participant or beneficiary upon request, 

(2) making copies of the fund description 
(including all amendments and additions 
thereto) and the latest annual report avail
able for public inspection in the principal 
office of the fund, 

(3) furnishing to any person so request
ing in writing a complete copy of the annual 
report, and charging the costs of copying and 

· mailing the report to the requesting part y, 
and 

(4) furnishing to all fund participants 
- an d beneficiaries a summary of the late1;;t 

annual report within 60 days after the end. 
of the. fiscal year, including, but not limited 
to, a schedule of all special allowance in-

- vestments made during the preceding year 
and the return thereon during the preceding 
fiscal year. 

(d) The chief executive officer shall mail 
within 60 days after the end of the fiscal 
year to each fund participant and bene- · 
ficiary a year-end statement. The statement 
shall be written in a manner calculated to 
be understood by the average participant, 
and shall include the total contributions 
credited to his account for the reporting pe
riod, the source of the contributions, earn
ings on accrued contributions. the total 
amount credited to his account. a projection 
of yearly income at retirement produced by 
contributions paid in to date (exclusive of 
future payments), a projection of yearly in
come at retirement produced if contribu
tions are macte at the current rate at age 65, 
the assumptions used for any such projec
tions, a. statement of the manner in which 
pension benefits are reduced to provide for 
benefit payments to surviving beneficiaries, 
and such other information as the fun'! may 
deem appropriate or as the Commission may 
by regulation requi.I'e. 

(e) The chief executive officer shall fur- . 
nish an investment preference questionnaire 
to each participant or beneficiary with his 
year-end statement. The questionnaire shall 
be in such form and contain such informa
tion as the Commission shall by regulation 
require and shall include but not be limited 
to requests for information regarding 
whether or not the fund should make spe
cial allowance investments (as defined in 
section 106(d) (4)), the percentage of fund 
assets to be so invested, and areas of special 
concern in which the fund should invest. 
The results of such questionnaires shall be 
furnished to all participants and benefici
aries in accordance .with regulations promul
gated by the Commission and such re
sults shall be considered by, but shall not be 
binding upon, the directors, officers, or other 
fiduciaries of the fund. 

(f) On the motion of one or more of the 
directors, there shall be furnished to each · 
participant or beneficiary a voting prefer
ence questionnaire. Such voting preference 
questionnaire shall solicit information di
rectly relating to the voting of shares held 

- by the fund. The results of such voting pref-
- erence questionnaires shall be furnished to · 
all participants and beneficiaries in accord
ance with regulations promulgated by the 
Commission and must be considered by, but 
shall not be binding upon, the directors, of
ficers or other fiduciaries of the fund. 

(g) The books of the fund shall be open 
for inspection by any participant or bene
ficiary on 30 days' written notice. 

(h) Upon conviction of willful violation 
of the provisions of this title, the chief ex
ecut ive officer of any fund shall be punish-

·--
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able by a fine of not more than $1,000, impris
onment for not more than 6 months, or both. 
TITLE m-coNTRmUTIONS; BENEFITS; 

INSURANCE 
CONTRIBUTIONS 

SEc. 301. (a) All pension contributions 
shall be made to funds selected by partici
pants. Contributions Inay be made on be
half of a participant by the participant or by 
his or her employer or spouse but no partici
pant may contribute on his or her own be
half during any calendar year amounts to
talling in excess of 25 percent of the t~en 
current Inaximum taxable social secunty 
wage base, as determined under section 3121 
of the Internal Revenue Code of 1954, re
duced by all amounts contributed by the par
ticipant's employer and spouse. The Com
Inission shall prescribe procedures designat
ing the times and the manner in which con
tributions shall be made by employers, spou
ses and participants to funds. Nothing in 
this section shall limit the right of employ
ers, labor organizations and participants to 
bargain as to the level of pension contribu
tions to be provided by the employer. 

(b) Each fund shall provide each partici
pant with a passbook, indicating the amount 
of pension contributions paid to the fund on 
his or her behalf at the time of issue, and 
containing space for the inclusion of the an
nual year-end statements required to be fur
nished each participant under Title ll, sec
tion ~05 (d) of this Act. Upon submission 
by the participant of his or her passbook 
to the fund, the fund shall enter thereon a 
notation of all payments received plus all 
earnings accrued to date including, where 
appropriate, an indication of a participant's 
share of increments in the value of fund as
sets and of any amounts returned to the fund 
by the revolving fund of the Federal Pension 
Insurance Corporation established by section 
305 of this title. 

TRANSFERABILITY 

SEC. 302. (a) No person shall have pension 
monies deposited with more than one fund 
at a time. Nothing in this section shall pre
clude a fund participant from acquiring 
rights as a beneficiary in monies deposited 
in another fund pursuant to section 304(b) 
if at the time of, or prior to, the filing of a 
declaration of retirement pursuant to sec
tion 304(a) the participant or beneficiary 
requests one or more fund transfers for the 
purpose of consolidating in a single fund all 
monies in which the participant or bene
ficiary has an interest. 

(b) A participant or beneficiary may trans
fer all amounts accumulated in his or her 
account in one fund to another fund by fil
ing a written transfer request with his or 
her fund. All funds shall honor transfer re
quests within 20 days of receipt, except that 
in no event shall amounts accumulated in 
the account of an individual participant or 
beneficiary be transferred more often than 
once per year, at times and under condi
tions to be prescribed by the Commission. 
The year-end statement furnished each par
ticipant and beneficiary under section 205 
(d), shall specify his or her right to transfer 
pension monies and the terins on which he 
or she may do so. 

SALES AND ADVERTISING 

SEc. 303. (a) Except as provided in this 
section, no fund shall accept pension con
tributions from or on behalf of any partici
pant without first furnishing such partici
pant with a copy of its most recent solicita
tion prospectus and without receiving writ
ten notice from said participant that he or 
she has received and inspected the solicita
tion prospectus. A solicitation prospectus 
shall consist of a concise statement of in
formation about a fund to assist a prospec
tive participant in determining whether his 
or her pension contributions should be paid 
to that fund. Solicitation prospectuses shall 
include a fund's name, address, names of di-

rectors, officers and consultants, statements 
of operating results, projected earnings and 
investment policy, and any other informa
tion prescribed by the Commission. The 
Commission shall prescribe regulations with 
regard to the length and format of the solic
itation prospectus, with regard for the need 
for information to assist prospective partici
pants in choosing a fund, and the desirability 
of minimizing the administrative expenses 
of all funds so as to maximize the benefits 
to participants and beneficiaries. Every fund 
shall prepare a solicitation prospectus at 
times to be prescribed by the Commission. 

(b) Notwithstanding the provisions of 
subsection (a) the Commission may pro
vide during a period not to exceed two years 
following the effective date of this Act for 
alternate means by which prospective par
ticipants shall be informed about funds, if 
it appears unduly expensive and cumber
some to provide every prospective partici
pant with a copy of the solicitation prospec
tus of every fund. 

(c) The Commission shall promulgate 
rules to maximize the return to participants 
and beneficiaries, and it shall be the obliga
tion of each fund to minimize costs incurred 
in advertising the nature and existence of 
said fund and in soliciting prospective par
ticipants. In any event, no fund shall em
ploy any salesman, agent, or other repre
sentative on a commission or salary basis 
to solicit individuals or groups of employ
ees to make pension contributions to said 
fund. 

(d) It shall be unlawful for any fund or 
any representative thereof to make any Ina
terially false, falsely disparaging, or mis
leading oral or written statement or other 
representation of any kind with the intent 
to persuade any prospective participant to 
designate said fund as the depository of his 
or her pension contributions. The making 
of the following representations shall con
stitute prima facie evidence of a violation 
of this section: 

(1) Any statement, suggestion, or inti
mation that a particular characteristic of a 
fund distinguishes it from other funds, when 
in fact such characteristic is common to 
many or most such funds. 

(2) Any statement, suggestion, or inti
mation that a fund is an instrumentality 
of the United States Government. 

(3) Any statement of past earnings per
formance of a fund unless it shall be fol
lowed immediately by the statement that 
"The preceding record of earnings repre
sents past performance only. There can be 
no guarantee that the same performance 
wlll be repeated in the future.'' 

(c) Whoever is convicted of violating the 
provisions of this section shall be fined not 
more than $10,000 or imprisoned for not more 
than two years, or both. 

BENEFITS AND PAYMENT 

SEc. 304. (a) Pension benefits are payable 
to a participant or beneficiary as follows: 

( 1) At such time as each participant or 
beneficiary elects to retire, but only one time 
during his or her life, the participant or 
beneficiary shall file a "declaration of re
tirement" with his or her fund. Each fund 
shall make available declaration of retire
ment forms as prescribed by the Commis
sion to all participants and beneficiaries. 
Upon receipt of a completed declaration of 
retirement form, such fund shall forward a 
copy to the Social Security Administration, 
where it shall be filed with the participant's 
or beneficiary's social security records. Upon 
filing a declaration of retirement with a 
fund a participant or beneficiary shall im
mediately become eligible to receive a life
time pension benefit. 

(2) A participant's lifetime pension benefit 
shall be an annuity, payable monthly, deter
Inined in accordance with nondiscriminatory 
actuarial standards and methods approved 
by the Cominission and based on all amounts 
accumulated in the participant's account on 

the date the participant files a declaration 
of retirement. 

( 3) If participants married to each other 
and possessing separate accounts in the same 
fund file a joint declaration of retirement, 
they shall receive an annuity for their joint 
lives and for the life of the survivor based 
on the sum of all amounts accumulated in 
their respective accounts, determined in ac-

- cordance with non-discriminatory actuarial 
standards approved by the Commission. 

(c) A beneficiary's lifetime pension bene
fit shall be deterinined as follows: 

(1) If a married participant dies after fil
ing a declaration of retirement and has not 
stated that he or she does not want his or 
her spouse to become a beneficiary, the sur
viving spouse shall immediately become eli
gible to receive the lifetime pension benefit 
previously received by the deceased partic~
pant. 

(2) If a married participant dies before 1il
ing a declaration of retirement, the surviving 
spouse shall automatically be eligible to be
come a beneficiary at such time as he or she 
files a declaration of retirement. The surviv
ing spouse's lifetime pension benefit shall be 
an annuity payable monthly determined in 
accordance with non-discriminatory actu
arial standards and methods and shall be 
based on all amounts accumulated in the 

: deceased participant's account on the date 
the beneficiary files the declaration of retire
ment: 

(3) If a married participant dies before fil
ing a declaration of retirement and the par
ticipant's surviving spouse also dies before 
filing a declaration of retirement, each of 
the participants' surviving dependent chll
dren shall become beneficiaries and shall be 
entitled to receive an equal share of the 
amounts pension payment the surviving 

_ spouse would have received had he or she 
filed a declaration of retirement on the date 
of his or her death, until such time as the 
child becomes 22 years of age unless he is 
incapable of self.-support. At such time as 
any surviving child becomes ineligible for 
benefits under this section, the amount to 
which other surviving children shall be en
titled shall be recomputed based on the num
ber of children then remaining eligible. Pay
ments to children may be Inade directly or 
to a legal guardian. 

(d) Except as provided in (2) and (3) of 
subsection (c) • if a participant dies before 
retirement, all amounts accumulated in the 
participant's account shall be paid by his 
or her fund into the revolving fund of the 
Federal Pension Insurance Corporation es
tablished under section 305 of this title. 

(e) The lifetime pension benefit of a par
ticipant who has filed a declaration of re
tirement may be reduced in accordance with 
non-discriminatory actuarial standards and 
methods in any case in which the partici
pant's spouse Inay be entitled to receive the 
participant's pension benefit upon the death 
of the participant. 

(f) In the event of any dispute between 
any person and any fund concerning an al
leged right to receive a benefit or the amount 
of a benefit, such person may bring a civil 
action in the United States district court 
of the district where such person resides. 

INSURANCE 

SEc. 305. (a) There is hereby established 
a corporation to be known as the Federal 
Pension Insurance Corporation (hereinafter 
referred to as the "Corporation"). The Cor
poration shall be under the direction and 
control of the Federal Deposit Insurance 
Corporation. 

(b) The Corporation shall insure rights of 
participants and beneficiaries to the extent 
of (1) all payments made to the fund by any 
employer or any participant on behalf of the 
participant or (2) a participant or bene
ficiary has filed a declaration of retirement 
pursuant to Section 304 (a) the present value 
of his or her lifetime pension benefit. The 
Corporation shall insure funds against loss 
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from special allo.wance investments made 
pursuant. to section 106(d)(4l of this Act; 
to the extent- of the principal of such special 
allowance investments plus interest equal to 
one-third the a"?erage rate of return achieved 
from investment of the fund's portfolio (ex
clusive of special allowance investment) in 
the year in which the special allowance in
vestment 15 made. 

(c) Each fund shall pay an annual pre
mium for insurance under the program to be 
established by the Corporation. Premium 
rates established under this section shan be 
determined by uniform standards for all 
funds. The premium rates may be changed 
from year to year by the Corporation, when 
the Corporation determines changes to be 
desirable or necessary to give effect. to the 
purposes of this title. PremllllllS under this 
~itle shall be. payable at times to be specified 
by the Corporation~ 

(d) In carrying out its duties under this 
title, the Corporation shall establish a revolv
ing fund into which shall be paid all amounts 
paid to the Corporation as premiums, and 
all amounts accruing from pre-retirement. 
death of participants as provided in sections 
304(d} and 304(c) (2) of this title. 

( e} The Corporation shall from time to 
time when it. determines that the amount 
:remaining in the revolving fund will be ade
quate to serve the purposes of this section 
remit. to funds a. portion of the amounts 
accumulated in the revolving fund in order 
to maXimize the bene.fits received by partici
pants and beneficiaries. Such amounts shall 
be remitted in proportion to the amount of 
assets deposited with each fund at the time 
such remittance is made, and shall be ap
portioned to participants' accounts. in pro
portion· to the ~ize of their accounts. 

(f) The Corporation is authorized to bor
row from the United States Treasury such 
amounts as may be necessary for deposit in
to tht: revolving fund to meet the liabilities 
of the Corporation. Montes borrowed from 
the Treasury shall bear a rate of interest 
determined by the Secretary of the Treasury 
to be equal to the average rate on outstand
ing marketable obligations of the United 
States aS' of the time such monies are bor
rowed. Such monies shall be repaid by the 
Corporation from premiums and pension 
monies accruing from pre-retirement death 
of participants paid into the revolving fund. 

(g) Monies in the revolving fund not re
quired for current operations shall be in
vested in obligations of, or guaranteed as to 
principal and interest by, the United States. 

TITLE IV-TRANSITION PERTOD 
RETIREMENT BENEFXT FUNDS 

SEc. 401. Contributions to retirement bene
fit funds may be made by the following; 

(a) Self-employed persons now making 
pension contributions pursuamt to provisioll$ 
of the Internal Revenue Code of 1954, may 

( 1) continue to make such contributions 
but- contribute to a f"und any difference be
tween the contributions they make to their 
pre-existing plan and the maximum contri
bution authorized by section 301 (a) of this 
Act, or 

( 2_) trfmSfer their accrued contributions 
toafund. 

(b) (1) Employed persons not covered by a 
pre-existing plan shall be permitted to con
tribute to a fund each year an. amount not. 
in excess of. the maximum contribution au
\horized by section 301 (a) of this Act~ 

(2). Employed: persons: covered. by a pre
existing pension. plan shall be permitted to 
contribute. to a fund each year an amount 

(A) not.greaterthan25 pe?cent of the then 
current. maximum taxable social security 
-wage base, 

(B) reduced hy an amount equal to the 
employee's wage OT salary multiplied by t.wice 
the ratio of' the emptoyer•s annual pension 
cost to the employer'S total annual payroll 
cos1;. except that, there shall be- no such :re-
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duetion in ~he event that an employ-er cer
~ifies to a fund selected by an employee that 
the employee's. control ill prevent the em
ployee from receiving benefits from a pre
existing plan, and 

{C) reduced further by amounts contrib
uted to the fund on the employee's behalf' 
b:lf an employer or spouse. 

(c) (1) Employers, some o.r all of whose 
employees. are not. covered by a pre-existing 
pension plan,.. who may make contriootio.ns 
on behalf of their non-covered employees if 
1ihe amounts conttributed are 

(A) the sam.e amount :for each employee 
not. covered by a pre-existing pension plan. 
or 

(B) an amount equivalent to the same per
centage of the wage or salary of each such 
employee, and if contributions are made on 
behalf. of all non-covered employees over 25 
years of age and on behalf of all non-covered 
employees under 25 years of age who have the 
equivalent of 3. or more years of ser\'ice. with. 
the employer, whether sucb service is full
time, part-time or seasonal. 

(2~ Employers whose employees are cov
ered by a pre-existing pension plan may de
cide pursuant to an afiirmative. vote o! 70 
percent of the covered employees and re
fuees. and in accordance with the terms ot· 
the pre-existing pension plan. to terminate 
such plan and distribute all plan assets to 
accounts :for individual employees, retirees: 
and beneficiaries in retirement. benefit funds 
selected by the employees, retirees. and bene.
:ficiari~ 
. C3.) Employers whose employees are cov
ered by a pre-existing pension plan With as
sets su1ficient. to co.v:er all accrued liabilities 
!"or vested benefits shall, upon receipt. of a 
petition signed by 3 percent. of" the covered 
employees and retirees, conduct an elec"Cion to 
determine whether the pension plan should 
be. terminated and its assets distributed to 
accounts for individual employees, retirees 
and beneficiaries in retirement benefit funds 
selected by the employees, retirees and bene
ficiaries. If 80 percent of the covered em
ployees vote in favor of termination, the em
ployer shall terminate the pre-existing pen
sion plan in accordance with the terms of the 
plan. For the purposes of this. subsection 
"liabilities for vested benefits... means the 
present value (determined in accordance with 
the actuarial standards. and methods ap
proved by the. Commission} of the immediate 
or de!er.red benefits available at regular re
tirement. age for participants and benefici
aries. which are non-forfeitable and for 
which all conditions of eligibility have. been 
:fulfilled. 

(4) The. Commission shall prescribe pro
cedures for the conduct of elections pursu
ant to subsections 401 (2~ and (3) and for 
the distribution or plan assets in the absence 
of plan termination schedules. 

(d) A married person shall be permitted to 
make contributions on behalf of his or her 
spouse to a separate account ;n the spouse's 
own name in a fund selected by the spouse. 
Amounts contributed pursuant to this sub
section each year shall not exceed 25 percent 
of the then current" maximum taxable social 
security wage ba-se, reduced by all amounts 
contributed by the spouse"s employer or the 
spouse on the spouse'S behalf. 

(e) All amounts contributed to the fund 
in excess of the limitations contained in sec
tion 401 of this Act and in section 301 (a) 
of this Act as well as- all amounts eontrib
uted to a fund on behalf of a participant who. 
has filed a declaration of retirement pur
suant to section 304(a) of this Act shall be 
returned to the person who has made the 
contribution. 

PRE-EXISTING PENSION PLANS 

SEc. 402. (a) To ens:ure that p.artieipants 
in pre-existing plans who have becom.e and 
will become entitled to pension benefits un
der those plans will receive. such benefits,. all 

employers. with pre-existing pension plans 
shall adopt one of the following two transi
tional programs--

(1) Within 30 days of the effective date of 
this Act the employer shall file with the 
Commission a statement of intent. to modify 
~e pre-existing pension. ~Ian in accordance 
with Commission approved guidelines at the 
expiration of any applicable collective bar
gaining agreeinent or- within 90 days,. which
ever occurs later. These guidelines shall in
clude but. shaH uot. be limited to provisions 
requir-ing: 

{A) The adoption of a schedule calling for 
the g,radual reduction of vesting powell' over 
a period no longer than 30 years: so that at 
the end of 30 years, Ol'" beiOl'e, the pre-existing 
pension plan ill p.rovide tha.t. all employees. 
over 25 years of age. and all employees under 
25 years of age with. the equivalent. of 3 years 
of service,. whether full-time, part,..time or 
seasonal, will acquire either 

(i) immediate non-forfeitable rights to de
ferred defined pension beneiits to be paid by 
the pre-existing pension plan or 
. (ii) rights to defined contributions of 

equivalent Yalne paid by the employer on. 
behalf of plan participants. to individual ac
counts in retirement. benefit. funds selected 
by the employees. The term "vesting require
ments"· as used in this subsection refers t.o. 
provisions requiring that employees work for 
one or more employers for a specified num
ber of years and until they reach a specified 
age before acquiring non-forfeitable legal 
c;:laims to immediate or deferred pension. 
benefits;. 

{'B) The adoption of a schedule providing 
for the elimination over a 3o-year period of 
all unfunded liabilities acc:med by the pre
existing pension plan a~ the time this legis
lation is enacted. The term "unfunded lia
bill~ies" as used: in this. subsection means the 
difference between the value of the accrued 
liability and the. value of the assets of the 
pension plan as of the date of valu tion of 
the plan. The accrued liability is the liability, 
determined in aeco.rdance with aetuarial 
standards and methods approved by the 
Commission, 

(C) The adoptk>n of .a procedure where
by upon the written request of any employee 
with vested rights to a. pension benefit, the 
administrators o! the pre-existing plan will 
transfe~ an amount. of money equal to the. 
discounted value. of the em,pl~yee's. vested 
rights to a retirement. benefit fund selected 
by the employ;ee. 

(D) The adoption of a plan provision to 
the effect that benefit levels provided by th& 
pre-existing pension plan will nat. be modi
tied without. express authorization h;w 1ihe 
CommL<:&ion unless. such benefit increases 
are financed entirely by increased emplo.yer 
con\ributions. and by voluntary emplO-yee. 
contributions and create no additional un
funded liabilities., as defined in subsect1oa 
(B). 

(E) The. adoption of a plan p:rov:ision to
the effect that married participants.' benefits 
will be. automatically actuarially: reduced 
(using the valuation standards and methods. 
approved by the Commission) to provide 
benefits to surviving spouses unless a partic
ipant. files a written statement. with the 
plan administrator p:rior to retirem.ent. 
stating that. he or she does. not want to pro
vide for a. surv-ivor; 

(F) The adoption of a plan provismn re
quiring the. submission of individual state
ments to the Commission signed by each 
administrator of the. pre-existing pension. 
plan and by any othru: person who exercises 
any power of control .. management or dis
position with respec.t to the assets o! the 
pens.ion plan, acknowledging that he or she 
is a.. fiducial:y with respect. to such assets 
who ha.s undertaken. to act exclusively in 
the best. in.teJ:ests of all pla.n. participants 
and retirees and beneficla.ties. 

(b) Wi.thin 30 d.ay,s after the ef!ectiv:e 
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date of this Act the employer shall file with 
the Commission a statement of intent to 
allocate pension contributions paid a.fter 
the expiration of any applicable collective 
bargaining agreement or after the close of 
the then current calendar (or if appropriate, 
fiscal) year, whichever occurs later, as 
follows-

( 1) the employer shall allocate to an ac
count established for each employee covered 
by the pre-existing pension plan a portion 
of the total annual amount to be paid to 
fund pension plan obligations except that 

(A) the same annual amount for each 
employee or an annual amount equivalent 
to the same percentage of the annual wage 
or annual salary of every employee shall be 
allocated to each employee, and the entire 
annual amount to be used to fund pension 
plan obligations and shall be allocated 
among the covered employees, and that 

(B) this subsection shall not apply to pre
existing pension plans terminated pursuant 
to subsections (c) (2) and (3) of this sec
tion. 

(2) The amount allocated to each employ
ee employed on the effective date of this Act 
shall be contributed to the pre-existing pen
sion plan to fund its obligations. 

(3) The amount allocated to each employ
ee whose employment begins after the ef
fective date of this Act and who is more than 
35 years of age when his or her employment 
begins shall be contributed to an individual 
account in the employee's name in a retire
ment benefit fund selected by the employee. 

(4) The amount allocated to each employ
ee whose employment begins after the effec
tive date of this Act and who is less than 35 
years of age when his employment begins 
shall be contributed to the pre-existing pen
sion plan to help fund its obligations. When 
such new employee becomes 35 years of age, 
all future contributions allocated to the new 
employee shall go to an individual account 
in a retirement benefit fund selected by the 
employee. 

( 5) The transition period prescribed by 
this subsection shall be completed within 30 
years. 

(A) Ten years from the effective date of 
this Act, the age limit in subsections (b) (3) 
and (b) (4) shall be lowered to 30 years. 
Those employees who at the end of 10 years 
come within the provisions of subsection 
(b) (4) and who are then between 30 and 35 
years of age shall thereafter have all con
tributions allocated to them paid to indi
vidual accounts in retirement benefit funds 
of their choice. 

(B) Twenty years from the effective date 
of this Act, the age limit in subsections (b) 
(3) and (b) (4) shall be lowered to 25 years. 
Those employees who at the end of 25 years 
come within the provisions of subsection 
(b) (4) and who are then between 25 and 30 
years of age shall thereafter have all con
tributions allocated to them paid to indi
vidual accounts in retirement benefit funds 
of their choice. 

(C) Thirty years from the effective date 
of this Act, all contributions for all employ
ees shall be made to individual fund ac
counts in their names. 

(D) At or before the conclusion of the 
thirty year transition period any deficit in 
the funding of obllgations under a pre-ex
lSting plan shall be eliminated by employer 
contributions. 

(3) (A) If a member of the Academy of 
Actuaries quallfied in the evaluation of pen
sion plans or an actuary determined by the 
Commission to have equivalent qualifications 
determines, before the end of the transition 
period, on petition of the employer, and the 
Commission subsequently certifies on the ba
sis of his evaluation that a preexisting plan 
will be able to pay all promised benefits, the 
employer may cease making payments to the 
pre-existing fund and begin making contri
butions for all employees to retirement bene
fit funds. 

(B) If an employer is making contribu-

tions to a preexisting fund from amounts 
allocated to employees not eligible for bene
fits from such fund, on petition of 3 per 
cent of such non-benefited employees the 
Academy of Actuaries shall determine 
whether the pre-existing plan will be able 
to pay all promised benefits. If the Academy 
determines that such a plan can pay all 
promised benefits any affected individual 
can request the Commission to order the 
employer to cease making contributions to 
such a pre-existing fund. 

(4) (A) Until a pre-existing plan is termi
nated or certified by the Commission as able 
to pay all promised benefits, total employer 
contributions shall be at least as great a per
centage of total employee remuneration as 
they were in the year during the 3 year 
period immediately preceding the effective 
date of this Act in which the lowest percent
age of total employee remuneration was con
tributed to a pension fund. If such a plan 
has been in existence less than 3 years, the 
above period shall date back only to the 
time of establishment of the plan. 

(B) An employer shall make no change in 
pension benefit levels without express Com
mission approval until a pre-existing plan iS 
certified as able to pay all promised benefits 
or until 20 years after the passage of this 
Act, whichever comes first. Thereafter the 
level of pension benefits shall be freely de
termined by employer and employees. 

(5) (A) Any employer subject to the pro
visions of subsection 402 (b) of this Act may 
apply to the Commissioner for a hearing to 
determine a possible exemption from such 
provisions. 

(B) The Commission may exempt an em
ployer wholly or in part from the provisions 
of this subsection 402(b) if the employer 
establishes that his business operations will 
be substantially impaired by a full applica
tion of subsection 402(b) to his business. 
Employees of any employer making a request 
for exemption shall have a right to inter
vene in any such hearing as full parties. 

(C) The employer or intervening em
ployees may appeal any adverse decision 
rendered under this section to any federal 
district court. The determination of the Com
mission shall be upheld unless it is shown 
to be contrary to law or not based on sub
stantial evidence. 

FEDERAL, STATE AND LOCAL PENSION FUNDS 

SEc. 403. No pension funds operated by or 
for any governmental agency, whether fed
eral, state, or local shall be subject to any 
provisions of this Act unless the govern
mental unit elects to establish or modify a 
pension plan in accord with the provisions 
of this Act and if it does so shall become 
subject to all provisions of this Act. 

RETmED WORKERS INCOME SECURITY 
COMMISSION 

SEc. 404. (a) There is hereby established a 
Retired Workers Income Security Commis
sion which shall study the economic prob
lems of presently and soon-to-be retired 
workers whose retirement needs will not be 
~et by this legislation. The Retired Workers 
Income Security Commission shall propose 
to Congress, within one year of the effective 
date of this Act, means by which such 
workers and their survivors may receive a 
fair retirement income commensurate with 
their past contributions to the economic 
well being of the nation. The Secretaries of 
Labor, Treasury, Commerce, and Health, Edu
cation, and Welfare, and the Chairman of 
the Securities and Exchange Commission 
shall each appoint one member of the Re
tired Workers Income Security Commission. 

(b) There are authorized to be appropriated 
$100,000 for the fiscal year ending June 30, 
1974, f~r the purposes of carrying out the 
provisions of this section. 

TITLE V-PENALTmS, ENFORCEMENT 
CIVIL LIABILITY 

SEc. 501. Any person who violates any sec
tion of this Act, whether - ·nlfully or negli
gently, shall be civilly liable for damages re-

suiting from such violation. Actions for vio
lations of this Act may be brought by in
jured participants or beneficiaries. 
CRIMINAL LIABILITY FOR FRAUD AND CONVERSION 

SEc. 502. Whoever in any document re
quired by this Act to be submitted to the 
Commission, published, or kept as part of 
the records of any fund makes any false 
statement or representation of fact knowing 
it to be false or knowingly conceals, covers 
up or fails to disclose any fact the disclosure 
of which is required by this Act shall upon 
conviction thereof be fined not more than 
$10,000 or imprisoned for not more than five 
years, or both. 
Criminal Liability for Fraud and Conversion 

SEc. 503. Whoever-
(a) Embezzles, steals or unlawfully and 

willfully abstracts or converts to his own use 
or the use of another any of the assets of a 
fund; or 

(b) by any scheme or device defrauds such 
tund or makes or submits a false statement 
of material fact to such fund or its officers 
directors, agents, consultants, employees o; 
counsel with the intent to cause such fund 
to make a loan of any of its assets or dis
perse the proceeds of such loan or otherwise 
transfer any of its assets to any person; or 

(c) having obtained such a loan willfully 
converts the proceeds thereof to a use not 
approved by the fund which either adversely 
affects the value of any security for such 
loan or which is in furtherance of any act, 
plan, or scheme in violation of the laws of 
the United States or the State in which the 
proceeds are used, shall upon conviction be 
fined not more than $10,000 or imprisoned 
for not more than five years, or both. 
. INVESTIGATIONS 

SEC. 504. (a) The Commission may, in its 
discretion, make such investigations as it 
deems necessary to determine whether any 
person has violated or is about to violate 
any provision of this Act or any rule or regu
lation thereunder, and may require or permit 
any person to file with it a statement in writ
ing, under oath or otherwise as the Com
mission shall determine, as to all the facts 
and circumstances concerning the matter to 
be investigated. The Commission is au
thorized in its discretion, to publish in
formation concerning any such violations, 
and to investigate any such facts, conditions, 
practices, or matters which it may deem 
necessary or proper to aid in the enforce
ment of the provisions of this Act, in the 
prescribing of rules and regulations there
under, or in securing information to serve 
as a basis for recommending further legis
lation concerning the matters to which this 
Act relates. 

(b) For the purpose of any such investi
gation, or any other proceeding under this 
Act, any member of the Commission or any 
officer designated by it is empowered to ad
minister oaths and affirmations, subpoena 
witnesses, compel their attendance, take 
evidence and require the production of any 
books, paper, correspondence, memoranda, 
or other records which the Commission 
deems relevant or material to the inquiry. 
Attendance of witnesses and the production 
of any such records may be required from 
any place in the United States or any State 
at any designated place of hearing. 

(c) In case of contumacy by, or refusal 
to obey a subpoena issued to any person, the 
Commission may invoke the aid of any court 
of the United States within the jurisdic
tion of which such investigation or proceed
ing is carried on, or where such person 
resides or carries on bw:iness, in requiring 
the attendance and testimony of witnesses 
and the production of books, papers, cor
respondence, memoranda, and other records. 
And such court may issue an order re
quiring such person to appear before the 
Commission or member or officer designated 
by the Commission, there to produce records, 
U so ordered, or to give testimony touching 
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the matter under investigation -or in· ques
tion. and any !allure . to obey such order ·of 
the court may be punished by such t:ourt 
as. contempt thereof. Ali process in any such 
case may be served in the judicial district 
whereof such person is an inhabitant. or 
wherever lle may be found. Any person who 
shall, without just cause, fall or refuse to 
attend and testify or to answer any law
ful ' inquiry or to produce books, paper. cor
respondence, :m.emoranda. and other records, 
if in his power to do so, in obedience to the 
subpoena o! the Commission, shall be guilty 
of a misdemeanor and, upon conviction~·shan 
be subject to a fine of not more than $1,000 
or to imprisonment for a term oi not, more 
than one year, or both. 

(d) 'Whenever It shall appear to the Com
mission that any person Is engaged in or fs 
about ~o engag_e in any acts o.r practices 
which constitute or will constitute a viola
tion of the provisions o-r this Act, or of any 
rule or regulation thereunder, it may in its 
discretion bring an action in the proper dis
trict court o-r the United States or the United 
States courts. of any Territory or other place 
subject to the jurisdiction of the United 
States, to. en1oin such acts or practicesy and 
upon a proper showing a permanent or tem
poraey Injunction or restraining order shall 
be granted without bond. The Commission 
shall transmit such evidence as may be avail
able concerning such acts or practices to the 
Attorney General, who may, in his discretio~ 
institute t-he necessary criminal proceedings 
under this Act. 

te} Upon application of the Commission 
the district courts o-r the United States,. and 
the United States courts of any Territory 
or other place subject to the jurisdiction of 
the United States, shall also have jurisdiction 
to compel any person to comply with the 
provisions of this ~ct or any order or the 
Commission m'?.de in pursuance thereof. 

(f) The Commission may order testimony 
to be taken by deposition in any proceeding 
or investigation pending. under said sections 
at any stage of such proceeding or investiga
tion. Such depositions may be taken before 
any person designated by the Commiss.ion 
and having power to administer oaths. Such 
testimony shall be reduced to writihg by 
the person taking the deposition, or under 
his direction, and shall then be subscribed 
by the deponent'. Any person may be com
pelled to appear and depose and to produce 
doeumentaTY evidence before the Commis
sion as provided herein. 

(g] Witnesses summoned before the Com
mission shall be paid the same fees and 
mileage that are paid witnesses in the courts 
of the United States, and witnesses whose 
depositions are taken and the persons tald:ng 
the. case shall severally be entitled to the 
same fees as a:re paid for like services in the 
courts of the United states. 

lTNANNOUNCED AUDITS 

SEc. 505. The Commiss.ioner shan have the 
power to order "unannounced audits" of any 
fund when he deems It proper. Such audits. 
shall be carried out by certified or licensed 
public accountants in accordance with gen
erally accepted accounting principles. 

.JURISDICTION 

SEc. 506. An individual action brought. by 
any single plaintiff to enforce any provision 
of this Act. may be. maintained in· any state 
or federal court. of competent jurisdiction 
by any participant or beneficiary. A civil 
action in any state court.· arising under this 
Act may. not. be removed to· any distz·i-ct court 
of the United States 'Unless. the removal is 
assented to by the plaintiff. Each an<! eveey 
United States district court has original 
jurisdiction over any litigation arising under 
this. Act regardless of the amount in con
trmlersr or the citizenship of_ the parties. · 

CLASS ACTIONS 

SEC. sm. A class action may be maintained 
to enforce any· provision of this Act by· any 

participant or beneficiary tn any United 
States district court and each United States 
court of a place subject. to the jurisdiction 
of t~he United States. Snch an action may be 
brought in any> Judicia! d·fstrict in the staite 
in which the violation is alleged to have been 
committed, in the judicial district in which 
the fund's records relevant to such practice 
are maintained and administered, or in the 
judicial distric-t in which the plaintiff is, or 
would have been a participant or beneficiary> 
but for the violation alleged, but if the re
spondent is not found within any such dis-
11rict, such action may be brought. within the 
judicial district in which the respondent has 
its principal om:ce. For purposes. of' sections 
506-511 of this title the judicial district in 
which the respondent has its principal office 
shall in all cases be considered a district in 
which the action might have been brought. 

CLASS ACTION NOTICE PROVISIONS 

SEC. 508. (a} Actions brought under sec
tion 507 of this. title shall be brought in ac
cordance with Rule 23 of the Federal Rules 
of Civil Procedure, except that notice shall 
be given the members o! the class in accord
ance with the following provisions: 

( 1) At the time an action is instituted 
the court. shall order a bifurcated trial on 
the substantive threshold issueff, wbich shall 
take place after both parties have engaged 
in preliminary discovery~ 

(2t lf. the plaintiff prevails on the sub
stantive threshold issues in the bifurcated 
tria.l then,. and only then, shall the class. be 
notified with the costs of notice borne by Ule 
plan. 

(b} The Court. shall order that such notice 
be pzovided to the class. in the plan's annual 
statement~ investment. preference question
naire in cases when. this will not produce 
undue delay, and no provision of Rule 23 
shall be interpreted by any court as requir
ing a specified number or percentage of the 
participants or beneficiaries of a plan to b& 
named as plaintiffs before they can be 
deemed to adequately or fairly represent the 
members of a class. 

APPOINTMENT OF ATTORNEYS 

SEc. 509. Upon application by a participant 
or beneficiary and in such circumstances 8.8' 
the court may deem just, the court may ap
point an attorney for such a participant or 
beneficiary and may authorize the com
mencement of the action without payment
of fees, costs, or security. Upon timely ap
plication the court may, in its discretion. 
permit the Commiss-ion to intervene in such 
civil action lf it certifies that the case is of 
general public importance. 

ATTORNE.Y FEES 

SEc. 510. The court shall award attorneys 
fees~ costs and court fees to priv-ate plain
tiffs who successfully. bring a~tions under 
this. Act. 

BONDING 

SEc. 511. (a) Every administrator. officer. 
employee of a fund subject. to this Act. who 
handles money or other property of a fund 
shall be bonded as herein provided. The 
amount of such bond shall be fixed at. the 
beginning of each calendar, policy or other 
fiscal year, as the case may be whic-h con
stitutes the reporting year of such plan. 
Such amount shall be not less than ten 
per· cent of the amount of the money> or 
other property handled, determined as herein 
provided, except that any such bond . shaU 
be in at least. the amount. o-f $1,000 and no 
such bond shaH be :required in an amount in 
excess of $500,000. The Commission. after 
notice and opportunity for hearing to an 
interested parties, and after consideration 
of the record, may prescribe an amount in 
excess of $50Q,.OOO. which in no event. shall 
exceed ten percent of th,e amount of :money 
or o.~her property handl~d. For purposes of 
fixing the. amount o.f 5\lch bond. the amounts. 
handled shall be determineA by the amounts 
handled . by tbe person, gx:oup_. ,-or pl~s to l;>e 

covered by such bond and by their pred
ecessor or predecessors, if any, during the 
pre-ceding year~ ot ·if the runcr· was not. ·in 
existence during the preceding year~ the 
amount oC funds to be handled during the 
CUJ'rent. ·reporting year. by such pel'Son, 
group, or class. estimated as provided in 
Commission regulations~ Such bond shall 
p?ovi:de protection to '&he plan against ross 
by reason· of acts of fraud or dishonesty 
o the part of. s.uch administrator. officer, 
or employee~ di.recllly or through connivance 
with otlle:rs. Any bond shall have a.'3 surety 
thereon a corporate surety company which 
is an acceptable surety on Federal bonds 
under authority granted by the Secretacy of 
the Treas:ury. Any bond shall be in a form 
or of a type approved byr the Commission, 
including i.ndividual bonds or schedule or 
blanket forms of bonds which cover a group 
or class.. 

(b) It shall be unlawful for any admin
istrator, otncer, or employee to whom sub
section (a) o-r this. section applfes. to re
ceive, handle, disburse. or otherwise exercise 
custody or control of any or the money or 
other property of any fund without being 
bonded as required by subsection (a) of this 
section and it shall be unlawful for any 
aclministratiDr. oflleer. or employee ·of such 
plan, or any, other person haTing authority 
to direct the performance. of such func
tions, to- pennit such function~ or any of 
them, to be performed by, any such pers~ 
with respect. to whom the requirements of 
subsection (a) of this section have not been 
met. 

c) 11: shall be unla.wful for any person to 
procure any bond required by subsection (a) 
of this section from any surety or other 
company or throug;h- any agent or bloker 
in whose business. operati-ons such fund or 
any party in interest. in snch plan has any> 
significant control or financial interest, 
direct or indirect. 

(d) Nothing in any other provision of. law 
shall require any person, required to be 
bonded as provided in subsection (c) of this 
section because he handles money or other 
property of a fund, to be bonded Insofar as 
the handling by such person of the money 
or other- property> of such fund is concerned. 

(e) The Commission shall from time to 
time issue such regulations as may be- neces
sary to carry out the provisions. of this. sec
tion. When, in the opinion of the Commis
sion a fund offers adequate evidence of the. 
financial responsibility, or that other bond
ing arrangements would provide adequate 
protee111on of the participants and beneficiar
ies, it may exempt such fund from the re
quirements o:r this section. 

tf) Any person who fs convicted of will
fully vlola"ing the provisions- of: subsections 
(b) and (c) of this secti-on shall be fined not
moze than $10,000 or imprisoned for not more 
than one year~ or both. 

TITLE VI-EFPECTIVE DATE 
SEc. 601. The effective date of this Act shall 

be one year after enactment. of this Act:. 
TITLE VII-AMENDMENTS TO THE. INTER

NAL REVENUE CODE 
RETIREMENT BENEFIT FUNDS 

SE.c. 701. (a) Part I of subchapter D of 
chapter 1 of the Internal Revenue Code o! 
1954 (relating to. deferred compensation, etc.) 
is amended by adding at the end thereof the 
following new section: 
"SEc. 408. ~ETIRE~NT BENEFIT FuN.DS. 

"Notwithstanding any. other provision of 
this title, a. retirement benefit fund whi.ch is 
organized under~ and licensed by the Secur~ 
1-&tes and Exchange Commission as complying 
with, the Retirement- Benefit Fund Act dur
ing any taxable year shall be held and con
sidered to be a qualified trust under section 
401 (a).~ 

(b) . The. table. of sections for such part is 
amended by adding at the end thereof tile 
folloWing new item: 

- - ~ 
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••sec. 408. Retirement benefit funds." 

TRANSFERS 
SEC. 702. Section 402 (a) of the Internal 

Revenue Code of 1954 (relating to taxability 
of benetlciary of exempt trust)" is amended 
by rePP.signating paragraphs (8) through (5) 
as ( 4) through ( 6) , and by inserting after 
paragraph (2) the following new paragraph: 

"(3) Certain transfers.-For purposes of 
this section, a transfer of any amount rep
resenting a participant's or beneficiary's in
terest in a participant's or beneficiary's ac
count in a retirement benefit fund described 
in section 408 shall not be considered a dis
tribution under paragraph (1) if the trans
fer is made by that fund to a participant's 
or beneficiary's account in another such re
tirement benefit fund." 

EMPLOYER CONTRmUTIONS 
SEc. 703. (a) Part m of subchapter B of 

chapter 1 of the Internal Revenue Code of 
1954 (relating to items specifically excluded 
from gross income) is amended by redesig
nating section 124 as 125 and by inserting 
after section 123 the following new section: 
"SEc. 124. EMPLOYER CoNTRmUTIONS TO RE

TIREMENT BENEFIT FuND EM
PLOYEE ACCOUNTS 

"No amount paid by an employer during 
the taxable year into the account of an em
ployee in a retirement benefit fund described 
in section 408 shall be included in the gross 
income of that employee during that taxable 
year. This section shall not apply to the 
extent that the provisions of section 402 may 
require the inclusion of such amounts in 
the gross income of the employee for that 
taxable year." 

(b) The table of seotions for such part 
1s amended by striking out the last item 
and inserting in lieu thereof the foilowing: 
"SEc. 124. Employer contributions to retire

ment benefit fund employee ac
counts. 

"SEc. 125. Gross references to other Acts." 
SEc. 704 (a) Part VII of subchapter B of 

chapter 1 (relating to additional itemized 
deductions for individuals) is amended by 
redesignating section 219 as 220 and insert
ing after section 218 the following new sec
tion: 
"SEC. 219. RETIREMENT SAVINGS. 

" (a) IN GENERAL.-In the case of an in
dividual there shall be allowed as a deduc
tion amounts paid by him during the taxable 
year to his or his spouse's account in a re
tirement benefit fund described in section 
408. 

"(b) REGULATIONS.-The Secretary or his 
delegate is authorized to promulgate such 
regulations as may be necessary to carry out 
the provisions of this section." 

(b) The table of sections for such part 
is amended by striking out the last item 
thereof and inserting in lieu thereof the 
following: 
"SEC. 219. Retirement savings. 
"SEC. 220. Cross references." 

APPLICATIONS 
SEc. 705. The amendments made by the 

title shall apply with respect to taxable years 
beginning after the effective date of the 
Retirement Benefit Fund Act. 

DELEGATION 
SEc. 706. The Secretary of the Treasury 

or his delegate shall, as soon as is practicable 
but in any event not later than 90 days after 
the date of enactment of this Act, submit to 
the Committee on Ways and Means of the 
House of Representatives a draft of any tech
nical and conforming changes 1n the In
ternal Revenue Code of 1954 which are neces
sary to refiect throughout such Code the 
changes in the substantive provisions of law 
made by this title. 

AaE THE INSTIT:tn'IONS WRECKING WALL 
STREET? 

"Like the curator of the National Zoo," 
said G. Bradford Cook, in his last days as 
chairman of the Securities & Exchange Com
mission, "I feel constrained to warn: The 
individual investor has acquired the status 
of an endangere~ species." 

The individual investor 1s virtually gone 
from Wall Street these days--his place taken 
by the mutual funds, insurance companies, 
pension funds, and bank trust departments 
that buy and sell shares in colossal lots. 

It is these institutions that dominate the 
nation's securities markets today, and if 
their dominance is forcing some long over
due changes in the basic structure of Wall 
Street, it is worrying a great many people 
who do not like what the institutions are 
doing With their enormous resources. 

It is a fact that institutions trade stocks in · 
such huge quantities that they accenuate 
price swings in the market-all the more so 
because institutions increasingly limit their 
investing to a relative handful of stocks. 
What has emerged is a highly volatile market 
in a few issues, a lack-luster market in most 
issues-and a closed door to many of the 
companies that want to take their shares 
public. Beyond all that-and one prime rea;. 
son the small investor has deserted the mar
ket-are allegations that institutions, be
cause of their huge holdings, are privy to 
inside information of which the small in
vestor is left ignorant. One example: While 
institutions got the word about Equity Fund
ing and took to the boats, not one single 
wirehouse warned retail clients to bail out. 

The current state of Wall Street-stock 
prices down sharply, dozens of brokerage 
houses . in financial distress, the fiow of new 
issues down to a trickle-has spotlighted the 
dominance of the institutions. But the con
cern would be there even if Wall Street 
were booming, because the growing might 
of the institutions, and the way they use 
that might, have such profound implications 
for the future of not only the securities in
dustry, but of U.S. business in general. 

"The swing to institutional dominance,'' 
says John c. Whitehead, chairman of the 
Securities Industry Assn. and a Goldman. 
Sachs partner, "has changed the character 
of the markets, endangered their valuation 
capability, and demolished their liquidity." 
James M. Roche, until recently chief execu
tive of General Motors Corp., frets about 
"the deplorable state of our capital mar
kets-at the precise time in our national 
history when we face an extraordinary need 
for capital and for strong, vigorous capital 
markets." Roger G. Kennedy, vice-president 
for financial affairs at the Ford Foundation, 
says: "I don't believe you can call this a 
problem, because problem means an abnor
mality, something that Will go away.'' 

But the institutional domination of Wall 
Street will not go away. Rather, it is becom
ing more intense every day. 

"In 1963,'' says Whitehead, "institutional 
investors accounted for 35% of the dollar 
value of New York Stock Exchange trading 
volume. That percentage today is over 70%. 
In some stocks, 90% of volumes is insti
tutional." President Paul Kolton of the 
American Stock Exchange estimates the 
total equity holdings of financial institutions 
today at $310 billion. (Banks hold $170 bil
lion of that, mutual funds $45 billion, in
surance companies $42 blllion, foundations, 
investment counsellors, and smaller institu
tions the rest.) Robert Soldofsky, professor 
of finance at the University of Iowa, calcu
lates the institutional total will grow to $714 
billion by 1980, and to $5 trillion by the end 
of the century. 
THE PASSING OF THE "PRIVATE CLUB" EXCHANGE 

There is a positive side to institutional 
dominance. The institutions have smashed 
the stock exchange's fixed commission rules 
that reward ineftlciency by requiring all bro-

kers to charge the same commission on a 
trade. Price competition,is forcing Wall Street 
to change dramatically from what it used to 
be-a melange of thousands of firms, most of 
them small, poorly capitalized, and badly 
managed. Tomorrow's Wall Street will mostly 
feature big, well-capitalized, professionally 
managed houses. The institutions, by seeking 
stock exchange membership, are forcing the 
exchanges t~emselves to change. No longer 
are exchanges the private clubs they had 
been. The institutions are forcing the ex
changes to reexamine their basic operating 
practices, and the e.xchanges of the future
or, perhaps, the single, central, automated 
exchange of the future-will be more efficient 
than exchanges have been in the past. 

But there is a price tag on all these 
changes, and it may prove to be a very high 
one. "If institutional dominance continues 
on its present course,'' warns Whitehead, "we 
can look forward ip. another decade to com
plete dominance of our markets and of our 
corporations by a relatively small handful of 
institutions--the kind of industrial society 
that current-ly exists in Europe and Japan." 

The outstanding characteristi(" of markets 
overseas is their extraordinary lac~ of liquid
ity. In the U.S. today, such illiquidity is fast 
becoming the rule in the overwhelming ma
jority of stocks. "In the name of playing safe 
with their clients• money," says chairman 
James Needham of the NYSE, "large institu
tional investors have been concentratillg 
their activity in an ever-narrowing circle of 
investment choices" 

To C. V. Wood, Jr., president of McCulloch 
Oil Corp. and chairman of the newly formed 
Committee of Publicly OWned Companies, 
this ever-narrowing circle consists of "70 
sacred cows." President Paul Hallingby, Jr., 
of White, Weld & Co. thinks that "there are 
200 or 300 stocks today in which liquidity is 
impressive." But a Boston executive puts the 
figure at only "25 to 40." 

Morgan Guaranty Trust Co., with the big
gest and often the boldest of the bank trust 
departments, holds 569 d11ferent stocks in its 
vaults, while the Ford Foundation owns 250 
issues and Kennedy says, "I Wish it were 
1,000. If we could find that many well-man
aged companies that were well researched 
and carefully studied, we'd be in them." 

Less important than what the institutions 
hold, though, is what they are buying today. 
Notes Whitehead: "One of our largest banks 
received over $1-billion 1n retirement and 
pension fund money to invest last year. It 
placed 65% of that in just seven stocks, an
other 20% ·in eight others, and the balance in 
just 15 more." · 

TWO-TIER WOES AND REWARDS 
So there is a two-tier stock market to

day. In the top tier, says Hallingby of White, 
Weld, the interest comes from individuals as 
well as institutions. In the lower tier, by 
contrast, "we've got the institutions absent 
and the individual disinterested." 

The vast majority of stocks--90% or 
more-fall into the bottom tier, and with the 
institutions ·disinterested and the public 
absent, the price performance of these stocks 
has been simply awful. Wood's Committee of 
Publicly Owned ·companies notes that in the 
12 months that ended last March, the price 
of an avera.g·e NYSE share declined by 23 %, 
while the average decline of an American 
Stock Exchange share was 33%. Fully 75% of 
listed companies increased earnings, but only 
5% increased price/earnings ratios. · ' 

"Between 1968 and 1972," says Whitehead, 
"our gro·ss national product was up 33%, per
sonal income was up 36%, and personal sav
ings were at an all-time record. Yet stock 
prices, as measured by key, unweighted in-
dexes, are off 50% from their 1968 peak." 

The two-tier market rewards a few com
panies lavishly. Because they are institu
tional favori"lie~. they are· free to tap the mar
ket for additional e.quity financing, to use 
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their stock for acquisitions, and to reward 
key people with. valuaple stock optlons. It 
penalizes· a great .niany compimies-:-shutting 
the door 'to additional" equity financing and 
making stock options relatively worthless. 
Because there is market interest in only a 
relative handfUl of stocks, newer, smaller 
companies are finding it increasingly difficult 
to go public at all. And because the rewards 
of becoming an institutional favorite are so 
great, there is a temptation to do almost any
thing to achieve it--from coc.king the bonks 
to lavishing favors on the analysts who rec
ommended stocks and th.e money managers 
who buy them. 

Institutional fascination with just a few 
issues is dangerous in other ways. When a 
stock falls out of institutional favor, it can 
plummet like a stone-with a disturbing im
past on the over-all tenor of the market. A 
classic case is Levitz Furniture Corp., which 
plunged from $47 to $33 in less than a half
hour last Sept. 29-a fall of nearly 30%. Vir
tually all the selling ·was by institutions as 
it was when Wrigley . was hit for 30 points 
in one day, and when Handleman Co. lost 
51% of its valu~ in a single trade. 

Because of this "air-pocket syndrome," in
stitutions often cannot get out of stocks 
they want to sell, and despite the enormous 
resources of the institutions, many are liter
ally starved for liquidity-locked into stocks 
they cannot dispose of without suffering 
heavy losSes, It is painfully apparent that 
a substantial share of the assets of some of 
the biggest institutions are frozen--€s
pecially when the market is as depressed 
as it has been the .past four months. 

Perhaps the most disturbing aspect of this 
is that innumerable pension funds, which 
look rich on paper, would look considerably 
poorer if the stocks they are invested in ever 
had to be sold: many would even be ac
tuarially unsound. 

Most of the bank money in the market 
represents pension fund assets, and most 
banks have been as guilty as anyone in run
ning with the pac~-in narrowing their in
vesting to just a few high-multiple issues. 

People have come up with plenty of ways 
of dealing wtih institutional dominance
from breaking up the institutions into smal
ler units to limiting the amount of an in
dividual issue that an institution can own 
or the amount it can sell. Speaking in Ne~ 
York last week, Donald T. Regan, chief execu
tive of Merlll Lynch and vice-chairman of 
the New York Stock Exchange, warned that 
"some restrictive formula about institutional 
sales may have to be worked out. If the num
ber and amount of blocks dumped on the 
market at one time were reduced, large price 
swings would be minim'zed. Tha'; protection 
could only be reali?ed at the cost of putting 
a limit on the institutions' right to instant 
liquidity. It may not be too high a cost." 

NEW FACTS AND FIGURES 

The conventional wisdom on Wal! Street is 
that institutions are a stabilizing force in 
the market because they are mature, sophis
ticated investors, armed with plenty of solid 
research-in for the long haul and not likely 
to act precipitously. But much of that con
vent;ional wisdom is based on a report on 
institutional investors completed by the 
Securities & Exchange Commission two years 
ago, and already sadly out of date. 

Whitehead was chairman of a Wall Street 
committee that provided technical advice to 
the group that did the study, and he ob
serves that all the data cam€' from 1969 and 
earlier. "Now there ~~·e new facts and fig
ures," he remarks, "facts and figures that 
didn't exist in 1969, and t~ey .are both im-
pressive and .alanning." · 

Morgan Guaranty O\'TUS more coniinon 
stock than any other institution on the face 
of the earth--$2-billion worth of ·mM, $1.1-
billion of Kodak, . $500-'-million or more of 
Avon, Sears, and Xerox:· And· Morgan execu-

tives ·insist ·that they have figures showing 
that their bank still invests for the long 
haul-that it turned over only 11.5% of its 
$27-billion portfolio in 1972. 
· But Morgan also has figures showing that 
the average mutual fund turned over nearly 
half· of its portfolio last year,· and most in
stitutions seem to be going after short-term 
trading profits more than ever before. That is 
worrisome · because when the institutions 
trade, they do so in such enormous lots. 
Charles S. La Follette, senior vice-president 
of finance at Crown Zellerbach Corp., is con
cerned about "the pandemonium that would 
take place if, for example, three institutions 
sold all their Polaroid or Xerox," 

Foreign investors seem particularly dis
turbed by this trend. In London, Duncan 
FitzWilliams of the Foreign & Colonial In
vestment Trust complains that U.S. institu
tions "are no better than the old odd-lotters. 
There are huge swings. If you get many in
stitutions to sell one stock, it falls 20 points 
in one day." 

There is nothing really inexplicable about 
the transformation of institutions, over the 
last decade, from investors to traders-and 
the growing tendency of institutions to trade 
just a very limited number of issues. "The 
funds all follow the recommendations of a 
few well-known research advisers," says 
Robert H. Lentz, vice-president and chief 
counsel of Litton Indl4Stries, Inc. A thought
ful answer also comes from Sidney Homer, 
now a limited partner at Salomon Bros., but 
for years its leading theorist: "There are 
strong structural reasons why institutions 
tend to go one way or the othc.· massively 
and almost in unison. They talk together. 
They know what the others are thinking and 
doing. They know their fellows can domi
nate near-term market trends. Furthermore, 
if their mistakes are shared with the best 
people in the biggest institutions, they are 
not censured as severely as if their mistakes 
arose from bucking a generally accepted 
opinion." 

THE CORPORATION'S HOMEMADE PROBLEM 

While there is thus a reasonable rationale 
behind institutional movements and institu
tional portfolio concentration, it is of small 
comfort to the many corporations presently 
suffering. It is of equally small coinfort that, 
in many cases the problem is of the corpora
tion's own making. 

Company pension plans are the fastest
growing sector of all the fast-growing in
stitutional groups. Already, they account for 
around 10% of total U.S. equities, by the 
end of the century, in the estimate of Pro
fessor Soldofsky of Iowa, they will account 
for 26%, or $2.36-trillion. 

Meanwhile, in their eagerness to contribute 
less of their earnings to their employee plans, 
corporations press their pension fund man
agers for pie-in-the-sky performance. In one 
tabulation of the instructions given man
agers by 40 corporations, 25 were insisting 
on "performance"; many ask their managers 
to outperform the S&P by 25% or more, a 
goal which would have called for a gain 
last year of nearly 20%. 

To Roger Kennedy of the Ford Founda
tion, such claims appear unrealistic: "We 
see a total return of 9 % or 10% a year as just 
fine: We think we'll be lucky to get 9 % 
over the next five years." 

But the demand for high performance is 
there, with banks competing against each 
other for pension fund busines~and against 
insurance companies and investment advis
ory serviees as well. The failure to perform 
can result in the loss of valuable business, so 
portfolio managers struggle to outdo--or at 
least stay even with-their rivals. The re·sult 
1s· the herd mentality that grips institutions 
today-presenting corporations with a ple
thora of problems. · · 

Among the ·worst of these is the present 
worthlessness ·of previously prized stock d)?-

tions. Says McCulloch Oil's Wood: "My 
executives hold stock options between $12 
and $25 a share; but the price of the stock 
.is ;no.w le.ss than $10. They've lost part of their 
compensation, and I don't know what to do 
about it. You can't give them new options 
until thei.r old ones have expired. It has af
fected their morale, of course, but thank God 
everyone else has been whacked in the same 
way." 

Indeed they have, unless they are lucky 
enough to own options in an institutional 
darling. "Employees have knocked their 
brains out to improve our profit position," 
laments Robert V. Luongo, senior vice-pres
ident finance, for Pennsylvania's Fischer & 
Porter Co., instrument and control manu
facturers, who finds that rewarding them 
through stock options is now "hardly incen
tive." "We can no longer say, ''Hey guys, 
you've done a great job, here's another stock 
'option.' They'll just come back and · say 
that they haven't been able to exercise their 
last ones. Some of our people are in their 
fourth year of holding on to options. Th_ey 
say, 'Don't offer us any more incentives.' 
We may have to turn around and compensate 
them through direct salary." 

A somewhat similar problem is noted by 
William A. Buzick, Jr., chairman of Con
solidated Foods Corp. He complains that 
"institutional investors can trade in and out 
of our stock, and some institutions are less 
investors than traders. Many . of them. ·will 
sell off a profitable stock to b-qy somethi_ng 
else they see as a bargain." The result of this 
institutional practice can be, for many com
panies, a lackluster stock price. 

"This," Buzick observes, "goes to the in
tangible of morale within the company. You 
have stock purchase plans and pensions, but 
more than that you've got pride. You want 
to see your contributions recognized." 

WHEN THE P /E RATIO IS TOO LOW 

The agony is even more intense for the 
company that wants to tap the stock market 
for money. Batten, Barton, Durstine & Os
born, one of the world's largest advertising 
agencies, made plans last May (when ad 
agency stocks were selling at ~n av~r.age 15 
times earnings) to go public in the fall. By 
October, however, the average multiple was 
down to 10. It has now sunk to 7, and the 
agency, says chief executive Tom Dillon, has 
shelved its plan for going public. In Dillon's 
words, "There are manybe 20 people in the 
agency who are aching a bit" through not 
being able to become stockholders. 

Many companies, today, hardly know where 
to turn for expansion funds: President Wil
liam T. Gimbel, of Los Angeles' Reliance 
S_teel & Aluminum Co., says company execu
ttves now spend "70% or 80% of our thile" 
hunting for cash because they can't raise 
money in the stock market. Reginald Jones, 
Chairman of General Electric Co.; recently 
examined price/earnings ratios of the Stand
a;rd & Poor's 425 industrials and came up with 
some rather startling conclusions: 18 com
panies, with a composite multiple of 47, ac
counted for an increase equal to all the 
growth-$111-billion-of the stocks in the 
index between 1965 and the end of 1972. 

"This means that, taken together," says 
Jones, "the composite stock market -valua
tion of the other 407 companies hasn't in
creased, during that period, by a dime . ... 
and the aggregate multiple of these other 
407 stocks were only in the nine to 10 range, 
at the ·high." Concluded Jones: "The· great 
disparities in valuations cause concern about 
the ability of the basic industrial backbone 
of our economy to attract the risk capital 
needed to continue the economy's growth.'' 

Wood of McCulloc~ gives a good explana
tion of the ~if?ks. of rais_ing equity capital 
with a low: p/e stock: "If a company selling 
at 10 times earnings sells equity, it has to 
make a. 10% return on that equity to avoid 
dropping earnings per share. If it's selllng 'at 
20 times, by contrast, it only needs to pro-

.. 
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duce a. 5% return. I! it's selling at 30 times, 
only 3.3%. You don't mind taking the risk 
of selling new equity when your mU'ltiple 
is 20 or 30, but nobody in his. right mind is 
going to J'aise capital thJ'ougb equHy when 
his stock is selling at 10 time.s.."' Today, of 
coUTse, most stocks are selling at 10 times 
earnings or less. 

Speaking specifically of McCUlloch, Wood 
says: "We had planned to raise $25-million 
in equity this year. We can't afford to sell 
equity now-so we'll have to raise that money 
another way. These days, though, a company 
has only one other choice: to ruin its debt/ 
equity ratio, and once you do that lenders 
want so many sweeteners you'd better be 
selling stock." 

Wood raises still another problem. "We 
have fears of being acquired," he says. "When 
your company gets down to selling around 
book, it scares the hell out of you. You're 
bound to be nervous." 

Big Board Chairman Needham worries 
about low multiples bringing a rash of take
overs from abroad. Joseph E. Cole, chairman 
of Cleveland's Cole National Corp., is con
cerned about a rash of companies closing 
down-and resultant unemployment. Cole, 
who is also finance chairman of the Demo
cratic Party, predicts that "companies are 
going to have to shut down operations, 
putting people out of work-unless the small 
investor can be brought back to the market 
and companies can raise capital." 

Without the individual investor, most 
business and financial executives agree, the 
capital markets cannot do their job. Fur
thermore, it also seems generally agreed. the 
individual will not return as long as be has 
his present feelings about the domination 
of the markets by institutions. Former SEC 
Chairman Cook referred to the "frequently 
expressed feeling" that "the cards are 
stacked against the individual in the mar
ket: that institutions get all the good re
searCh, the best prices, and-sometimes
inside informatkm." Moreover, quantitative 
research proves that this 1s not just a gut 
feeling. The great majority of investors, re
cent surveys show, still believe that the 
stock market has good long-term potential, 
and even that it remains a good hedge 
against intlation-though some statistics 
might indicate otherwise. But they also be
lieve it is being manipulated against them
partly through the unfair advantages of the 
institutions. 

A FIGHTING CHANCE FOR INDIVIDUALS? 

What can be done to give the individual 
an equal opportunity-or. at the very least, 
a fighting chance? The question, clearly, is 
subject to deep debate-as indeed 1s the 
questic-n of whether anything should' be 
done a.t all. There are those--such as Dr. 
Richard M. Cyert, president of Pittsburgh's 
Carnegie-Mellon. University, and Dr. James 
H. Lorie of the University of Chicago, one of 
the world's most celebrated market theore
ticians-who believe it would be wrong to 
restrict the freedom of institutions. Others, 
including Morgan Guaranty, doubt that the 
problem is as pressing as it presently ap
pears. 

In Washington, however, in most parts of 
Wall Street, and among businessmen all 
over the country surveyed by Business Week, 
there is a strong feeling that something has 
to be done-and quickly. 

On Capitol Hill, a House staffer warns: 
"What we have is a situation not unlike the 
1920s. Institutions are basically just a lot 
of pooled money-and what we are· seeing 
today is the impact of pooling." Adds John 
E. Moss (D-Calif.), chairman of the House 
subcommittee on commerce and finance: "I 
don't think we yet know the full impact of 
the institution on the markets. But this 
problem is key to what we wm be doing to 
develop a central market system. It raises a 
serious question of the nature and depth of 
the auction market, if one· continues to 
exist at all." 

1. All institutions should be legally obliged 
to reveal their holdings-, at least quarterly, 
and to disclose · their trading during the 
quarter. 

2. No institution should be allowed to sell 
more than a given amount of any given 
stock in one company. 

4. Large fu.stitutions should be "broken 
up.'" 

5. Institutions should be subject to the 
same restrictions as corporate insiders. 

6. Captta.l gains treatment of small in
vestors should be liberalized, as one means 
of redressing the ·balance between Individ
uals and institutions .. 

There are a number of other suggestions, 
less widely supported, including limita
tions-as. in commodity markets-on the 
amount a stock can move in one day; the 
idea that institutions should-as some are 
about to on the Philadelphia~Baltimore
Washington exchange-become market 
makers; a ban on private meetings between 
corporate managements and institutional 
shareholders; and a requirement that insti
tutions give 30 days notice of their intention 
to buy or sell large quantities of any stock 
in their portfolios. 

On Suggestion No.1 there is near unanim
ity: This 1s overdue. Whitehead rather rue
fully points out that "the most important 
recommendation of the SEC's 1971 Institu
tional Investor Study was that there should 
be legislation requiring the institutions to 
disclose their holdings, and their trading, 
every quarter. How anyone can oppose this 
sort of essential information gathering is be
yond me." One institution that certainly 
does not oppose it is the Ford Foundation, 
whose Roger Kennedy says cheerfully: "Sure, 
we'll disclose as often as you like-every 
week, if necessary." But Kennedy cautions 
that too frequent disclosure could conceiv
ably lead to a "follow my leader" type of 
derby-with everyone, institutions and indi
vidUals alike, racing along behind a few fa
vorites. A similar argument is advanced by 
Morgan Guaranty: "If brokers know our posi
tion, and know Morgan is selling, our hold
ings can be destroyed. Disclosure would work 
to our client's advantage." 

On balance, however, the benefits of dis
closure would appear to outweigh heavily 
such possible drawbacks. For one thing, the 
revelation that many large institutions
such as the Ford Foundation and Morgan 
Guaranty-were not trading a given stock 
would probably serve to discourage panic 
selling (and panic buying) of a security. For 
another, disclosure would probably reveal 
that, in many cases, some distinguished in
stitutions were buying what others, equally 
distinguished, were selling. (For example: 
While Morgan Guaranty's holdings of Polar
oid were up $170-mlllion last year, First Na
tional City Bank was selling-to the tune of 
$55-mlllion.) 

For a third reason, many portfolio manag
ers try to follow the leaders, particularly the 
bank trusts, anyway, relying not on research 
but on guesswork and rumor as to what the 
leaders are doing. rr they knew what the lead
ers were doing-and not doing-this argu
ment goes, they would be less likely to react 
violently to rumors and to dump stocks on 
the slightest sign of weakness. 

Finally, and perhaps most vital, disclosure 
would increase the confidence of individuals 
that the markets were not being manipulated 
by financiers in dark, small, smoky rooms. 
Says George L. Shinn, new president of Mer
rill Lynch: "The individual investor feels 
much more comfortable when he has more 
knowledge. When people don •t know what's 
happening in the stock market, they either 
do nothing or they withdraw. We're seeing 
both symptoms." 

Suggestion No. 2-that institutional dump
ing should be legally limited-is strongly fa
vored, in one form or another, by powerful 
voices. It 1s also strongly disfavored by not 
a few others-notably from the stock ex
changes. But in Business Week's survey, 

the pros seem to outnumber the cons strong
ly. John Whitehead's firm of Goldman, 
Sachs--With Salomon· Bros .• one of the two 
top institutional brokers-could be expected 
to suffer from any curbs on institutional 
trading. Whitehead, nonetheless, sees the 
situation as so serious that he questions not 
whether there should be curbs, but what 
:form the curbs should take. 

Shinn thinks the question needs more 
study, but he does think it is reasonable to 
put limitations both on the size of the blocks 
and the way they are sold. "The problem with 
institutions:• he says, "is their desire for 
instant liquidity. They spend weeks or 
months accumulating blocks and then want 
to dump them in one day. CUrbs should re
late to the average daily volume in a stock 
and probably to its 'float.'.,. 

More drastic are the ideas- of the Com
mittee of Publicly Owned Companies, whose 
Chairman Wood prop'Oses; ''Institutions 
should be kept from selling more than one·
quarter of 1% o'f any company's outstanding 
stock in one month. An institution selling 
that much stock hurts, but we can live with 
it. It's when they drop those two and three 
percents that you get problems.'' Another ap
proach comes from La Follette at Crown Zel
lerbach. He believes. that trading could be 
limited-but by placing limits on daily price 
movements, as in the commodities markets. 

Kolton of the AMEX goes. a long way to
ward accepting the principle of limits on in
stitutional trading. The key question, he 
feels, is whether institutions Will come to 
grips With their responsibilitles-"to their 
markets, as well as to their beneficial 
owners." 

"I! they'll face these responsibilities:• Kol
ton reasons, "there are a. number of ways 
their impact could be controlled." Among 
those the Amex might favor; the application 
to institutions of some of the rules it applies 
to its own registered traders. For instance, 
such traders must "stabilize ... on 75% of their 
trades-selling on upticks, buying on downs. 

INSTITUTIONS FORCE EXCHANGES TO CHANGE 

Executives of other exchanges are a lot 
more enthusiastic about Suggestion No. 3, 
which would limit the size, or percentage, 
of institutional holdings. Thomas Phelan, 
president of the Pacific Stock Exchange, feels 
that the market is now at a crossroads: "If 
conditions get any worse, definite limits 
should be placed on institutional holdings." 
John G. Weithers, executive vice-president 
of the Midwest Stock Exchange, is thinking 
along similar lines: "If you can't get the 
institutional problem into equilibrium with
out curbs, curbs are better than not doing 
it at all." · 

The Committee of Publicly Owned Com
panies says bluntly; "The amount .of securi
ties of a particular company that an institu
tion or affiliated group of institutions may 
hold should be strictly limited." Industrialist 
Jacob 0. Kamm, who on June 1 returned to 
the presidency of American Ship Building 
Co., does not favor fixing limits on institu
tional ownership by percentages, but he does 
believe in legislation that would have an
other, not dissimilar objective: that- of keep
ing institutions from loading up port-folios 
With a handful of stocks. The average mutual 
fund, Robert A. Levy, of Computer Directions 
Advisors, points out, puts 30% of its assets 
into 10 stocks, while many funds have more 
than 50% in only 10 securities. 

Speaking for one of the largest institutions, 
Kennedy of the Ford Foundation mentions 
that the Tax Reform Act of 1969 imposed 
some fairly stringent restrictions on founda-
tions. "If we can do it." he says, "sa can other 
institutions." Kennedy does point out that 
any percen1;a.ge limitation on ownership 
might be less beneficial if it . were applied 
equally to companies of all sizes. "In a small 
company," he says,"~~ institution may need 
to own a larger share at the outset to provide 
the company with needed capital." 
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BRINGING THEM DOWN TO SIZE 

Suggestion No. 4, concerning the size of 
institutions, has support. "I think the Eisen
hower farewell address is an important docu
ment," says Kennedy. "I believe that power 
should be effective-but that it should also 
be diffused." 

There is a strong undercurrent of feeling 
these days on Capitol Hill, but also out in 
the business community, that the institu
tions are just too big-that they should be 
broken up. Thomas Phelan believes that the 
size of an institution-as well as the size 
of its holdings in a company-should be 
limited. Whitehead notes that the largest 
U.S. insurance company controls $33-billion 
in investable funds-11 times the capital of 
the entire U.S. securities industry. 

Representative Wright Patman (D-Tex.), 
chairman of the House Banking & Currency 
Committee, has long been in favor of forcing 
banks to spin off their trust departments. 
President Cyert of Carnegie-Mellon does not 
favor other sorts of restrictions on institu
tions, but he does feel that the regulation of 
institutional size may someday become 
necessary. He is not pushing for such a 
breakup, but he does say: "If the concern 
is concentration of power, then we should 
break up the institutions and bring them 
down in size, rather than try to regulate their 
freedom of choice." 

Suggestion No. 5. Harold S. Coleman, senior 
partner of Bruns, Nordeman, the brokerage 
house, favors another approach: Treat insti
tutions as corporate insiders are treated. As 
insiders, institutions would be obliged to dis
close their holdings in stock, as well as their 
purchases and sales. 

As insiders, they would also be discouraged 
from taking short-term profits in a stock
though Coleman is not ready to carry his 
ide.a that far. Should it happen though, the 
institutions, as insiders, would be forced to 
turn over any short-term profits to the com
pany involved. And, as insiders, their respon
sibilities in regard to the use of information 
would be a good deal clearer than they are 
today. 

In theory, at least, institutions would take 
big positions only on a long-term basis. 
Because they could no longer count on ball
ing out of a large position in a hurry, they 
would be encouraged to spread their wealth 
among a greater array of companies. This 
should also encourage the smaller investor 
to return to Wall Street--knowing that the 
major holders of a company's stock would 
be subject to a more rigorous set of stand
ards. 

As to Suggestion No. 6, the Committee of 
Publicly Owned Companies wants to get the 
tax laws changed as one means of bringing 
more small investors back into the market. 
"We believe," says the committee, "that the 
first $10,000 in capital gains by smaller in
vestors should be exempted." 

The Securities Industry Association would 
change the tax laws another way-scaling 
down the capital gains rate according to the 
length of time the stock has been held. If 
the stock were held long enough, the investor 
would pay only a very modest tax. That, says 
Whitehead, would unleash more than $200-
billion-money now locked into positions by 
the potential capital gains tax bite. At the 
same time, he estimates, it would yield $20-
billion in tax revenues. Meanwhile, the SEC 
has urged Congress to consider incentives 
that would encourage investment in small, 
young companies-the sort of ventures most 
institutions will not touch. 

What all observers are convinced of is what 
Hallingby of White, Weld calls "the secular 
trend to institutionalization of savings." 

Unless something quite unexpected hap
pens, the flow of money into pension funds
and so into the banks and insurance com
panies-wlll continue to grow at a pretty 
rapid rate. In other words, the financial clout 

of the institutions will increase-not de
crease-in the years ahead. 

At the moment, it looks as if this will be 
allowed to happen without checks or con
trols: the securities legislation presently 
stalled on Capitol Hill does not even touch 
on the dangers of institutional dominance of 
the markets: Bradford Cook was well aware 
of the peril-but, since his resignation, the 
SEC is paralyzed. 

If institutional influence increases un
controlled, the consequences for the capital
ist system may be disastrous. As Roche of 
General Motors has said, "Institutions do not 
serve the same function in our capital mar
kets as do masses of individuals, and the 
vitality of these markets-based on the in
creased participation of the individual in 
corporate ownership-is the capitaliSt sys
tem's life blood. 

"Without thiS vitality," Roche goes on, 
"many of the business enterprises in our na
tion ... will be unable to obtain new public 
financing . . . to modernize . . . to provide 
the goods, services, and employment oppor
tunities our nation needs; they could be tar
gets for takeovers by foreign capital; they 
could face problems of crisis magnitude." 

The leading institutional investors: 
MOST OF THE TOP 10 ARE BANKS 

[billions of dollars*] 
Investment 

Institution: portfolios 
Morgan Guaranty Trust ___________ $27. 2 
Bankers Trust ------------------- 19. 9 
Prudential Insurance ------------- 18. 3 
First National City Bank__________ 17.2 
U.S. Trust of New York____________ 17. 0 
Metropolitan Life Insurance_______ 16. 5 
Manufacturers Hanover Trust______ 10. 9 
Mellon National Bank & Trust______ 10. 5 
Investors Diversified Services_______ 9.7 
Chase Manhattan Bank____________ 9. 2 
*Excludes real estate investments. 
Data: Money Market Directories, Inc. 

SUMMARY OF PROVISIONS OF RETIREMENT 
BENEFIT FUND ACT 

TITLE 1-RETIREMENT BENEFIT FUNDS 

Section 101. Organization and General 
Provisions. This section gives the Securities 
and Exchange Commission rulemaking au
thority and establishes (and provides for 
the staffing and funding of) a Retirement 
Benefit Fund Division within the Commis
sion. 

Section 102. Licensing. This section pro
vides for Commission licensing of Retire
ment Benefit Funds (funds). Persons inter
ested in operating a fund are required to file 
a license application containing detailed in
formation about the applicant and about the 
proposed fund. The Commission is directed 
to examine applications, paying particular 
attention to the financial condition and 
demonstrated expertise of the applicant. The 
Commission is also directed to determine 
whether there is a need for the services of the 
proposed fund and to provide opportunity for 
public comment. If the Commission is satis
fied that issuance of a license would be in the 
interests of employees and in the public in
terest, it is to issue a license for a 12 year 
term. Licenses are renewable and the sec
tion prescribes detailed license renewal and 
revocation procedures. 

Section 103. Directors and Officers. This 
section limits the number of persons affili
ated with the fund, with other financial 
institutions, and With employer and em
ployee organizations, who may serve as 
fund directors. It also precludes certain per
sons with possible conflicts of interest or 
who have been convicted of specified crimes 
from serving as officers or directors of a fund. 

Section 104. Election of Directors. This 
section provides for fund boards of directors 
consisting of from 15 to 20 members, at least 
half of whom anticipate that the fund will be 
the source of the major portion of their non-

governmental income. Fund licensees may 
select an initial board of directors but there
after nominations for director are to come 
from fund officers and, by petition, from fund 
participants. Provision is made for the dis
semination of campaign information, for 
cumulative voting and complaints of elec
tion irregularities. Directors serve 5 year 
terms. 

Section 105. Investment Policy. This sec
tion limits the investments that may be 
made by a fund. Funds may not make loans 
to persons with present or past affiliations 
with a fund and may not make low interest 
loans to employers or labor organizations 
whose employees or members are fund par
ticipants. Funds may not deviate from their 
declared investment policies without Com
mission approval and a vote of a majority of 
fund participants and may not unduly con
centrate their investments. 

Section 106. Fiduciary Standards. This 
section applies fiduciary standards to persons 
exerciSing any power of control, management 
or disposition of fund monies, requires them 
to disclose their securities holdings and pro
vides that such persons are personally liable 
for any breach of trust. The section specif
ically allows for such fiduciaries to make a 
limited number of investments likely to be of 
particular social utility and of long-range 
value to participants as retirees ("special al
lowance investments"). 

TITLE n-DISCLOSURE 

Section 201. Inapplicability of Prior Law. 
This section states that the Welfare and Pen
sion Plans DiSclosure Act is not applicable to 
funds established under the Retirement 
Benefit Fund Act and empowers the Com
mission to enforce this Act's disclosure pro
visions. 

Section 202. Information Disclosed. This 
section requires each fund to publiSh a fund 
description and an annual report and to 
furnish each. fund participant with a sum
mary of the annual -report, a year-end state
ment, an investment preference question
naire and where appropriate, a voting prefer
ence questionnaire. 

Section 203. Fund Descriptions. This sec
tion specifies the information to be included 
in fund descriptions. Descriptions are to be 
written in a manner calculated to be under
stood by the average participant and are to 
contain information about benefits, invest
ment policies, and claim procedures as well 
as other information required by the Com
mission. 

Section 204. Annual Reports. This section 
provides that each fund must publish an 
annual report and specifies the information 
to be included, such as the number of par
ticipants and beneficiaries, the amount of 
assets accumulated and present value of ac
crued liabilities, fund earnings, amounts paid 
to and received · from the Federal Pension 
Insurance Corporation, an auditor's report . 
and detailed investment schedules. 

Section 205. Disclosure to Participants. This 
section states that funds must file fund de
scriptions and annual reports with the Com
mission and that they must make them 
available in the fund's princJpal office and 
upon request. It also provides that funds 
must mail a summary of the annual report, 
a year-end statement (containing specified 
information relating to a participant's con
tributions and projected benefits) and an 
investment preference questionnaire to all 
participants and beneficiaries each year. The 
fund may also send a voting preference ques
tionnaire on motion of one or more directors. 
Preference questionnaires must be considered 
by but are not binding on fund directors. 
TITLE III-cONTRmUTIONS, BENEFITS AND IN-

SURANCE 

Section 301. Contributions. This section 
provides that all fund contributions are to 
be made to funds selected by participants. 
Contributions may be made by the partici-
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pant, or by an employer or spouse on behalf 
of the participant, but the section prescribes 
a limit on the amount that a participant 
may contribute on his or her own behalf in 
any given year. The section further requires 
funds to issue passbooks indicating the total 
value of a participant's account (contribu
tions, earnings and other increments) and 
provides for periodic fund updating of pass
book entries. 

Section 302. Transferability. This section 
provides procedures for the transfer of monies 
among funds at the request of a participant 
and states that participants may have monies 
deposited with only one fund at a time. 

Section 303. Sales and Advertising. This sec
tion limits the representations that can be 
made to prospective participants by a fund. 
Funds must provide prospective participants 
with solicitation prospectuses in a form ap
proved by the Commission and containing 
information which will enable a participant 
to choose among competing funds, (such as 
past and projected earnings and investment 
policy.) Funds are required to minimize ad
vertising expenses and may not employ sales
man or other agents to solicit contributions 
from individuals or groups of employees. 

Sect.ion 304. Benefits and Payment. This 
section provides for the payment of benefits 
to participants and their beneficiaries. At 
any time, but only once during a lifetime, 
a participant may file a " declaration of re
tirement," and shall immediately become eli
gible to receive a monthly annuity ( calcu
lated according to non-discriminatory stand
ards and methods approved by the Commis
sion and) based on the value of aL amounts 
accumulated in his or her account. The sec
tion also provides for the receipt of benefits 
by participants' srrviving spouses. Married 
participants have the option of filing joint 
declarations of retirement and receiving a 
joint annuity for their lives and for the life of 
the survivor. In the absence of a Joint decla
ration, a married participant's benefit is au
tomatically reduced to provide for a surviv
ing spouse unless the participant affirma
tively elects not to provide for a spouse. Pro
vision is also made for a surviving spouse 
of a married participant who dies before fil
ing a declaration of retirement and, in the 
case of the pre-retirement death of a sur
viving spouse, for dependent children. The 
section confers jurisdiction on the federal 
district courts over all benefit disputes. 

Section 305. Insurance. This section estab
lished a Federal Pension Insurance Corpora
tion to insure all amounts contributed to 
a fund by or on behalf of a participant, the 
present value of the lifetime pension ber.efits 
of retired partieipants and beneficiaries, and, 
to a limited extent, certain ("special Allow
ance") investments. The section provides 
that annual premiums, to be determined by 
the Corporation, are to be paid by funds to 
the Corporation's revolving fund, (along with 
any additional amounts accruing to funds 
by virtue of pre-retirement deaths of par
ticipants without survivors) and that the 
Corporation is, in turn, authorized to remit 
any excess amounts to the funds on a pro
portional basis. 

TITLE IV-TRANSITION 

Section 401. Retirement Benefit Funds. 
This section perm! ts certain persons to make 
contributions to funds. These include self
employed persons, employed persons and 
spouses, all within specified dollar limita
tions and employers whose employees are not 
covered by pre-existing plan or whose em
ployees follow enumerated procedures to ter
minate an existing pension plan. 

Section 402. Pre-Existing Plans. This sec
tion requires employers with pre-existing 
plans to adopt one of two transitional pro
gr<urur. The first of the two prograiDS calls 
for the gradual elimina.tion of plan vesting 
requirements and unfunded liabillties over 
a 30 year period and for an option available 
to all employees during the transition period 

to transfer a discounted amount of their 
vested pension monies to a fund of their 
choice. The second alternative involves an 
allocation of pension contributions in such 
a way that during the transition period new 
young workers are, in effect, paying for the 
promised benefits of older employees. 

Section 403. Federal, State and Local Pen
sion Funds. This section gives governmental 
pension plans the opportunity to contribute 
to funds established by this Act. 

Section 404. Retired Workers Income Se
curity Commission. This section establishes 
a Retired Workers Income Security Commis
sion to study and make recommendations 
to Congress concerning means of providing 
a fair retirement income (commensurate 
with their past contributions to the economic 
well-being of the nation) for persons for 
whom this Act comes too late. 

TITLE V-PENALTIES, ENFORCEMENT 

Section 501. Civil Liability. This section 
provides civil liability for any willful or neg
ligent violation of the Act. 

Section 502. Criminal Liability for False 
St atements. This section provides penalties 
for the filing of false reports. 

Section 503. Criminal Liability for Fraud 
and Conversion. This section provides pen
alties for fraud and the unlawful conversion 
of fund assets. 

Section 504. Investigations. This section 
empowers the Commission to investigate pos
sible violations of the Act. 

Section 505. Unannounced Audits. This sec
tion gives the Commission power to order 
unannounced audits. 

Section 506. Jurisdiction. This section con
fers original jurisdiction on the federal dis
trict courts in all cases arising under this 
Act. 

Section 507. Class Actions. This section 
permits class actions to be brought to en
force the provisions of the Act. 

Sect ion 508. Class Action Notice Provisions. 
The section provide special notice provisions 
applicable to class actions arising under the 
Act. 

Section 509. Appointment o! Attorneys. 
This section permits courts to appoint at
torneys for participants and beneficiaries in 
appropriate eircuiDStances. 

Section 510. Attorneys Fees. This section 
provides that a court may award attorneys 
fees, costs and court fees to private plaintiffs 
who bring successful actions under the Act. 

Section 511. Bonding. This section sets for 
the bonding requirements for tQ.ose persons 
affiliated with a fund who handle fund mon
ies or property. 

TITLE Vl-EPFECTIVE" DATE 

Section 601. EH'ective Date. This section 
provides that the Act is to be effective one 
year after enactment. 

TITLE VII-AMENDMENTS TO THE INTERNAL 
REVENUE CODE 

Section 70L Retirement Bene1it Funds. 
This section provides that retirement benefit 
funds are to be considered qualified trusts 
under Section 401 (a) of the Internal Revenue 
Code. 

Section 702. Transfers. This section pro
vides that the transfer by a fund of amounts 
accumulated in a. participant or beneficiary's 
account to another fund is not a taxable dis
tribution. 

Section 703. Em.ployer contribu~lons. This 
section provides that contributions by an 
employer to a fund on an employee's behalf 
are not taxable to the employee in the year 
paid. 

Section 704. Retirement Savings. This sec
tion provides that individuals may deduct 
contributions to a retirement benefit fund 
made on behalf of the individual or his 
spouse. 

Section 705. Application. This section pro
·vides that these amendments to the rnternal 
Revenue Code are to apply to taxable years 
af ter the date of enactment of the Act. 

Section 706. Delegation. This setcion re
quires the submission of technical and con
forming changes in the Internal Revenue 
Code. 

QUESTIONS AND ANSWERS ON RETIREMENT 
BENEFIT FuND ACT 

Q. Why do you think that S. 4 and other 
pension reforiDS n-ow under Congressional 
study are only partial solutions to retirement 
income probleiDS? 

A. They preserve the present "defined bene
fit" pension system whieh operates on an 
exclusionary principle. 

Some people will always have to lose out. 
Some people will always be excluded. 
And there is built in discrimination 

against the more mobile worker. He can 
never do as well as the employee who stays 
with one job (or one union). For example, 
under a plan which gives 30% vesting after 
8 years an employee who works 82 years for 
one employer would receive $300, while one 
working for 4 employers for 8 years each 
would receive only $90. 

Also, because of new fiduciary standards 
and vesting and funding requirements, it 
will become increasingly difficult financially 
for a firm without pension plans to start 
one. 

Q. Why, then are you supporting s. 4 at 
all? 

A. S. 4 will protect the pension rights of 
millions of people now working who would 
otherwise be hurt by the present system. It 
is a very important and long-overdue piece 
of legislation for this generation of workers. 
My point is that pension reform should start, 
not end with S . 4. 

Q. Why not leave the present private pen
sion system as is, or at least with S. 4 type 
reforiDS, and concentrate on improving the 
social security system? 

A. It seems to me that to leave the entire 
burden on social security, while continuing 
to subsidize the private system (to the tune 
of $4 b111ion a year) would be inordinately 
expensive. At least as the present social se
curity system now operates, social security 
benefit levels would have to be increased for 
everyone, including those persons now re
ceiving private pensions. It is important to 
note that pension plans .. integrated" with 
social security do not solve this problem. The 
employer, not the employee, gets the benefit 
of the social security increase. He can reduce 
his contribution when social security bene
fits go up (for non-retired ellll>loyees) and 
still pay the same promised benefit. 

Q. Why not phase out the private system 
and rely entirely on social eeeurity? 

A. This would make a great deal of sense 
from the point of view of employees and their 
survivors. It may make less sense from an 
economic standpoint. Pension funds are the 
largest single source of private investment 
capital, and our capital needs are immense. 
A social security take-over wo11ld mean 
either losing this source of capital entirely, 
or providing for government intervention in 
the market place, either by direct investment 
or by investment through a quasi-govern
mental organization. In my opinion, neither 
is as acceptable an alternative as a restruc
tured private pension system. 

Q . Won't the Administration's proposal 
allowing individuals to receive tax deductions 
for their own retirement sa.vlngs largely take 
care of the problem of employees not cov
ered by private pension plans?' 

A. Actually, our bill has a similar proposal. 
But no. it will not solve the problem.. There 
is too much pressure- on persons in this 
country to spend now. Any private retire
ment system in this country will have to 
rely primarily on employer contributions. 
(The Canadian experience is relevant here. 
Only 3 or 4 percent of their working popula
tion with average incomes or less take ad
vantage of voluntary savings provisions. The 
Canadian experience· is only slightly distin
guishable on the ground that 80 % of all 
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employees are required to contribute to em
ployer pension plans.) 

Q~ Are you familiar with the proposal that 
every employer should be required to provide 
a minimum pension. based on a specified de
fined contribution?' Those employers that can 
affm"d to provide more substantial pensions 
over and above the minllnum could do so 
on a voluntary basis. This has been referred 
to as a 3-tier system. The first tier being 
social security. the second would be the mini
mum pension and the third tier would be 
the voluntary and unregulated pension sya
tem we now have. 

A. While I have not studied that plroposal, 
I have concern about the idea that. it would 
be mandatory--some emplo,:ers are just tao 
hard pressed to set aside money for retire
ment (it would really be ~ust a. second social 
securit.y tax). And I certainly don't think 
th~ the so-ealled third tier should be unreg
ulated. Even if s. 4 t.ype limitations were im
posed on the third tier, it would still be an 
involuntary "lottery.. and basically unfair 
and discriminatory. The basic idea of using 
a defined contribution approach for the sec
ond tier, and having an immediately vested, 
fully .funded system is. of course, indistin
guishable .from ou:r bill. I have been told that 
if the institutions were selected by employees 
rather than employers. the system might not 
add substantially to the economic concentra
tion problem which has been generated by 
the present system (although since the third 
tier would continue to be invested as tt. now 
is. i~ would not cUminish the problem). But 
at the same time. the inStitutions would not 
be ina position to invest in a manner respon
sive to the interests and needs of their con
tributors to the same degree as would a 
.retirement, income or-iented institution, with 
contributors able to express theil' opinions on 
investment policies and vote on directors. 

Q. How many of these retirement benefit 
funds do you think there will be ate the end 
of the transition period? 

A. I don't know. That would be up to the 
SEC. Perhaps something like 200. 

Q. H~w would you describe these funds? 
A. Possibly as something of a cross between 

a savings bank. a mutual fund and maybe a 
credit. union. They are a bit like canadian 
trust institutions {although these institu
tions also manage personal trusts). But ac
tually the funds would be quite different 
from all of these. 

Q. Wouldn't the same people who are now 
managing pension funds take over these 
institutions? 

A. Yes. we hope they will, bu~ with a differ
ence. They will have no affiliation with any 
other financial institution and Will be in a 
position both to seek maximum performance 
(which many because of their size are not 
able to do now) and at the same time be 
responsive to the interests of the people 
whose money they manage. 

Q. What would happen if large numbers of 
:participants suddenly transferred their 
money out of one fund and to another? 

A. The funds will be under very close SEC 
scrutiny, and since it. is more than likely that 
the cause for sucb an exodus w~uld be evi
dent long before, the SEC would be in a posi
tion to correc~ the pYoblems leading to such 
actions. If not, there are provisions for 
SEC emergency trusteeship in appropriate 
situations. 

Q. You sa.y that an employee Is supposed 
to choose where he wants his pension con
tributions to go. How does he make the 
selection? On what basis? 

A. The employee will receive a "solicitation 
prospectus" :f1'0m funds outlining invest
ment. policy and pa~ earnings. among other 
things. He w1ll also undoubtedly be sub
jected to fund advertising (limited to yield 
and investment policy-no salesmen). Some 
employees Ina:J' .make the d.ec1ston on the 
basis of convenience or what their frenmr are 
doing. More sophist.tcated or concerned in
vestors will_~ more care, and since ultl-

mately almost e"Yeryon& in tbe country wlll 
have a very substantial stake in one ot these 
funds, the righ~ to choose iS likely to have a 
significant impact on investment policies. It 
only takes a few activis:ts to make a very sub
stantial effect. 

Q. Why a:re employees limited to only one 
fUnd? 

A. They are likely to have a much greater 
interest in the activities of an instUution 
in which $80.000 or more has been invested. 
into their retirement. account. 

Q. Aren't you asking employees to assume 
a rather substantial investment risk? 

A. The SEC will keep close tabs on the 
funds {much more so than they do over 
mutual funds). Moreover, all contributions 
are insured, as are all annuities (for retirees) 
and some investments. 

Q. Do you really expect. employees to tell 
the fund that they•d like the fund to make 
low yield socially responsive investments? 

A. No. There are investments, however, 
which serve the direct economic interests o! 
participants, as: potential retil.'ees. Mr. Nadar 
has made the point that a large pension 
benefi:t won'1r do you much good if' apart-
ment. rentals are higher than your monthly 
retirement income. Also trustees are fre
quently faced with choices among equal yield 
investments. some ot which may be of more 
social benefit to a particular group or locality 
than others. 

Q. Do you really mean to say that for the 
same contributions that employers are now 
making to pension funds they Will be able to 
provide the same benefits to more employees? 

A. The calculations that we have available 
are based on average contributions and aver
age benefit. levels. (4-5 percent employer con
tributions and $1654 current average bene
fit..) The system could not, of course. have 
produced a $1.7 million pension. And there 
may be problems in low wag-e industries 
which are only able to provide very low 
benefits to relatively few union members. 
We hope. to get industry and labor coopera
tion in an ent-ire series of representative 
calculations. 

Q. That just doesn't make sense. How can 
the same amount of money provide more 
benefits? How does it work? 

A. First of all, we're comparing contribu
tions that employers are now making with 
the contributions tha1r they would make un
der the proposed system. An employer's pres
ent. costs t.ypically include as. a minimum all 
interest. that. he is paying on uni'unded past 
service liabilities (liabilities incurred for the 
yeaxs tha~ employees worked be!ore a partic-
ular pension plan was established). 

Second. and most important, we're positing 
a SJstem ln which employer contributions 
are held and invested for a much longu pe
riod of time, allowing for the c~mpounding of 
very substant-ial amounts of interest. 

Q. But. is tbat a fair comparison? After 
all, won't the employees have t~ conb"ibute 
making payments under the present system? 

A. From the employer's perspective it is a 
fair comparison. His costs wlll remain con
stant. This is because the system is basically 
prospective in effec~ £alling for a very grad
ual phase-in over a 30-year transitional 
period. 

Q. Can you explain how the transition 
you propose would work? 

A. Actually, the bill offers two alternative 
transitional programs. One of the programs 
calls for- the implementation of vesting and 
funding standards of the sort that would be 
mandated by S. 4 and simila!' legislation. 
followed by the gradual reducing of vesting 
and funding requirements over time so that, 
at the end of a 30-yea.r period, there would 
be full vesting and funding. Contributions 
could then be made, without additional cost, 
to the new system. This approach would b& 
most attractive to the larger employers with 
liberal pension plans who have indicated 
that s. 4 type standards would not add to 
their costs. This approach has the addition-

al feature of allowing present plans to con
tinue to cover new employees. 

The second transitional program Involves 
a reallocation of pension fund contributions. 
At present, the empl~ye.r contributes a cer
tain percentage of payroll to a pension fund 
each year. That amount is pooled, invested 
and allocated to pay the pension benefits of 
persons closest to retirement. Under the sec
ond approach. employers would be required 
to allocate pension fund contributions to 
individual accounts for employees. Either 
the same amount o.r the same percentage 
of pay would have to be allocated for each 
employee. This would be essentially a book
keepmg operation. The employer would then 
pay all amounts allocated to the accounts 
of employees working on the effective date 
of the Act to the pre-existent pension fund 
and that money would be pooled and paid as 
under the present system. The employer 
also would pay all amounts allocated to new 
employees who begin work after effective date 
of the Aet to the pre-existing fund if the em
ployees are less than 35 years of age. "''".ae 
amounts allocated to the accounts of em
ployees 35 and over are to be allocated to in
dividual accounts in Retirement Benefit 
FUnds selected by the employees. Employees 
entering a pension program for the first time 
during the first ten years of the Act would 
not be able to accumulate more than 30 
years of contributions. In effect, new work
ers would be paying for the benefits of older 
workers. 

Employees entering a pension program 
during the next ten years o! tbe Act could 
accumulate up to 35 years of contributions: 
in the :final ten years of the transitional 
period, up to forty years, and all contribu
tions would be made under the new system. 

Q. Is there a limit on the amount that an 
employee can contribute to a fund? 

A. There is no limit for employer contribu
tions. But there is a limit for employee con
tributions. An employee (or individual par
ticipant) can contribute no more than an 
amount. equal to one-fourth of the then cur
rent maximum social security wage base 
(now $10,800) reduced by all amounts con
tributed by his or her employer or spouse. 

Q. Does the bill make any provision for 
housewives? 

A. The bill allows any individual to make 
contrbutions on his or her own behalf or 
on behalf of a spouse. 

Q. Does the bill make any provision for 
Widows? 

A. Yes. If a husband (or wife) dies before 
he has :filed a formal declaration of retire
ment, the survivor will receive a benefit based 
on the amount in the deceased participant•s 
account, but only at such time as she (or 
he) formally elects to retire. 

And if the participant dies after he or she 
has retired, the survivor automatically gets 
the same amount that the partictpant was 
receiving, unless prior to retirement the par
ticipant stated that he did not want his sur
vivor to benefit. (And did not want to take 
a reduction in his benefit to provide for a 
survivor) 

Q. Does the bill cover self-employed per
sons? What about self-employed persons now 
contributing under a Keogh plan? 

A. Yes, the bill covers self-employed per
sons. Persons now contributing under a 
Keogh plan could continue to do so tf the 
amounts they were contributing were less 
than the dollar amount specified in the bill. 
could contribute the difference to a fund. 

Q. Wouldn"t people wanting to retire early 
be hurt by this system? 

A. They would ceytaln}y have smaller ac
cumulations than persons working longer, 
but 30 or 35 yean could result in a sizable. 
pension. Also persons wishing to retire early 
could contribute more to their fund, thus 
increasing tbe size of their pension at. re
tirement. 

Q. Gould employees take their pensions 
with them :when they change jobs? 

--
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A. Definitely. The system provides full 

"portability." An employee could keep his 
contributions in one fund throughout his 
lifetime regardless of where he works. And 
1f dissatisfied with his fund, he could ask 
that his fund:: be transferred to another fund. 

Q. Aren't the pension plans you propose 
very similar to deferred profit-sharing plans 
and thrift plans? 

A. There are similarities but also critical 
differences. Money from profit-sharing and 
thrift plans is typically paid out in a lump 
sum. It does not serve as income function. 

Also negotiated pension plans would re
quire employers to contribute specifically 
defined amounts. Under a profit-sharing plan, 
amounts vary with profits. 

Thrift plans tend to serve short term sav
ings goals and emphasize employee rather 
than employer contributions. 

Q. How would the system affect manage
ment-labor negotiations? 

A. Unions would bargain for defined 
pension contributions rather than defined 
pension benefits. 

Q. Isn't the problem of concentration of 
pension fund assets in bank trust depart
ments being resolved in part by the move
ment of pension funds away from bank trust 
departments and to independent investment 
managers? 

A. There is some dispersal of funds, par
ticularly with the new interest split manage
ment of funds. But enormous amounts sUil 
remain in the bank trust departments. Also 
I'm not sure that this particular phenome
non is going to really meet the crux of the 
problem. Independent investment advisers 
are completely unregulated and are even less 
responsive to the interests of participants, 
being exclusively concerned with perform
ance. I don't see that this is the way to re
inject independent decision making reflect 
ing a variety of differing objectives, 
preferences and values into the market. 

Q. Are there precedents for the kind of 
deconcentration you propose? 

A. Yes. The Public Utility Holding Act is 
one example. Probably a less persuasive · 
example at this point is the breaking up of 
the standard Oil Company. 

Q. You have referred to conflicts of in
terest that prevent institutions from acting 
in the best interest of pension plan partici
pants. What are these conflicts, what are 
their causes? 

A. There are several different types of con
flicts of interest situations that confront in
stitutional managing pension fund assets. 
Most are inadvertent. A classic example is 
when a bank trust department invests pen
sion fund assets 'belonging' to union mem
bers in non-union companies (this happens 
most often with pooled funds). But there 
are also conflicting situations generated by 
institutional considerations. For example, po
tential beneficiaries of a bank-trusted fund. 
may be adversely affected when the trust 
department decides to hold onto stock in a 
failing company, solely because the bank's 
commercial department would stand to lose 
substantial amounts if the company cannot 
afford to repay outstanding loans. (This has 
happened, despite a theoretical "wall of con
fidentiality" between trust and commercial 
departments.") Another different type of con
flict which affects insurance companies as 
well as banks is that which comes about 
when an employer pressures an inst.ltution 
to act contrary to the interest of participants 
by the simple expedient elsewhere. A situa
tion of this sort comes about when an &m• 
ployer wants the institution to vote employ
ees pension stock in favor of a merger that 
may ultimately result in the loss of jobs (and 
pensions) by those employees. 

Q. wouldn't the concentration and con
filets of interest problems be solved in large 
part by simply limiting the size of institu
tions holding pension funds and limiting the 
amounts that institutions are allowed to in• 
vest at any one time. 

A. These would certainly go a long way 
toward solving these problems, but they 
would not necessarily mean the restoration 
of a truly vigorous market economy. The in
dividual investor would still remain at a dis
advantage, there would still be a tendency 
for the institutions to 'run in packs', and 
there would still be no mechanism to bring 
back into the market the kind of independ
ent judgement, values, preferences, geograph
ical considerations that have traditionally 
charact erized the market and which make 
it possible for a variety of different types of 
companies to compete effectively. 

Q. The first private pension plans were the 
kind of defined contribution plans that your 
system contemplates (They are commonly 
called money purchase plans), and they, lost 
out to infiation. How does your system deal 
with that problem? 

A. There are differences between our sys
tem and the proposed system. Most impor
tant, many of these plans did not invest in 
common stock. Those that did, didn't pass 
the increments in value on to the par
ticipants, but instead tried to meet certain 
defined benefits. They also provided for past 
service of employees working at the time the 
plan was established, and accordingly were 
not accumulating as much money for each 
participant for each year of service. 

But there is a "money purchase" system 
that has worked and has worked well. This 
is the Teachers Insurance Annuity Associa
tion-College Retirement Equities Fund pen
sion plan (TIAA-CREF). That plan covers 
college professors and other university per
sonnel. It is universally rated as great suc
cess. Our proposed system differs in some re
spects from TIAA-CREF but its basic orien
tation is the same. 

Our calculations are based on very conser
vative interest rate assumptions designed to 
discount the impact of infiation. 

Also there are cost of living features 
worked into the system, and more can be 
added. For example, there might be a volun
tary pooling approach for retirees. 

Finally, because the funds will attract top
flight financial experts and will be small 
enough to be competitive. their performance 
should be considerably better than that of 
most pension funds today. 

Q. Does your proposal require state and 
loca1 pension funds to make contributions 
to these retirement benefit funds. 

A. The bill makes participation by state 
and local agencies optional. There are sev
eral types of non-private funds that may 
well want to take advantage of the provi
sions of the Act. Pollee pension funds are 
one example. Pension funds' restrictions on 
mobillty affect law enforcement. Top level 
pollee officers are unwilling to accept trans
fers, even with increased salary and status, 
when it means loss of a pension. Teachers 
are another group that require more mobil
ity than most pension systems now afford. 

RETIREMENT INCOME ASPECTS OF THE RETIRE• 
MENT BENEFIT FuND ACT 

(By Karen E. Ferguson, attorney, public 
interest research group) 

EXPLANATORY NOTES 

"The Retirement Benefit Fund Act" 1s de
signed to provide a meaningful supplement 
to social security for most members of the 
private work force and their survivors, while 
at the same time deconcentrating pension 
fund investments and making them serve 
the best interests of participants. 

The blll is primarlly directed toward 
younger workers and persons not now cov
ered by the private pension system. At the 
same time it seems to preserve the pension 
rights of persons now covered by the pension 
sytem. 

The bill proposes the establishment of a 
number of competitive retirement income in• 
stitutions (Retirement Benefit Funds), ll• 

censed and closely regulated by the Securi
ties and Exchange Commission. The number 
of funds to be licensed would be determined 
by the SEC in accordance, among other 
things, with the demand for fund services at 
a given time. There would be an increasing 
number of funds as the new system becomes 
fully operative, over a 30-year transition 
period. 

Funds would be operated by persons with 
demonstrated financial expertise. Both be
cause of their investment objectives and 
flexibility and because salaries of fund offi
cers would be based on a percentage of the 
total amount of assets managed by each 
fund, the funds should be able to attract 
the best financial minds of the country. 

Entire trust departments, wllling to sever 
themselves completely from banks would be 
ellgible to apply for licenses, as would an 
organization such as the Teachers Insurance 
Annuity Association-college Retirement 
Fund ~TIAA-CREF), although slight modifi
cations either in that organization, or in the 
bill. might be necessary, particularly to ac
commodate the variable annuity aspect of 
CREF. 

Employees (also self-employed persons and 
spouses) would be permitted to select a fund 
of their choice on the basis of information 
contained in an SEC approved solicitation 
prospectus. Advertising would be limited to 
statements of investment policies and earn
ings. Funds would not be allowed to employ 
salesmen. An employee would be allowed to 
belong to only one fund at a time but could 
transfer his account to another fund. Al
though most employees might choose funds 
on the basis of geographical or other con
siderations and would not transfer their ac
counts, for persons concerned about invest
ment policies and performance (and there 
could be a significant number of these since 
ultimately almost everyone would be a fund 
participant), the option to make the initial 
selection and to transfer could be extremely 
important. 

Employers would be allowed to make con
tributions to funds on their employees' 
behalf, receiving a tax deduction. Pension 
contributions would be immediately vested 
(and necessarily fully funded) . Employers 
would be spared the kind of administrative 
expenses (actuarial consulting fees, attor
neys' fees, insurance agents' commissions) 
that are frequently a deterrent to employers 
wishing to provide benefits under the pres
ent pension system. Bookkeeping expenses 
would be mlnimal since most employees in a 
particular geographic area would tend to join 
one of a very limited number of funds and 
aggregate checks to these institutions could 
be mailed once or twice a year. 

Employers and unions would be free to 
bargain about the level of employer contri
butions. 

The bill also provides that employees could 
make contributions on their own behalf and 
on behalf of their spouses, within specified 
dollar limits. These contributions would be 
tax deductible when made and taxed to the 
employee or survivor at retirement. 

Each employee would receive a passbook 
from his or her fund in which the employee 
could have entered all contributions, plus 
compound interest, and certain other 
amounts which may have accrued to his or 
her account (as a consequence of forfeitures 
resulting from pre-retirement death of par
ticipants without surviving spouses or de
pendent children). The employee would also 
receive a year-end statement showing the 
amounts 1n the account and the amount 
the employee could be expected to receive at 
several different projected retirement dates. 

At any time, but at only one time during 
his or her lifetime, a.n employee could form
ally elect to retire and receive an annuity 
calculated on the basis of the amounts in his 
or her account and actuarially determined 
life expectancy as of that date, plus projected 
post-retirement earnings. This provision is 
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designed to resolve the problem of ' the man
datory retirement age which comes too early 
for some employees and too late for others. 

The bill provides fDI" survivors and for the 
insurance of contributions and annuities. 

The bill establishes a 30-year transition 
period. Employees PJ'esently covered by pen
sion plans would receive the benefits which 
they would race.ive under the present system. 
Their eznployers could opt to follow one of 
two transitional progllams. Most. employers 
with liberal pension plans would tend to se
lect the program incorporating an approach 
simllar to that contained in S. 4 and several 
of the other pending bills. except. that it calls 
for a gradual phasing out of the present pen
sion system. It would be possible to expand 
that section of the bill to incorporate vir
tually all provisions of S. 4. 

The second program requires the realloca
tion of pension contributions in such a way 
that for a relatively brief per4>d o! time. new 
workers under 35 years of age would effec
tively pay for the promised pensions of older 
workers. This t.ype of reallocation is not too 
different from what actually happens under 
the present system. 

Employees would be given the opportunity 
to express their views on fund investment 
and stock voting policies, although their 
opinions would not be binding. This provi
sion is designed to give fiduciaries the au
thority to make certain investments that 
many claim they now lack to make certain 
inTestments. It would, for example, give tund 
directors tile authority to invest in a par:
tlcular- .. special allowance investment," such 
as investment in FHA insured mortgages. 
"Special allowance investments,.. are defined 
in the bill as "an investment in an enterprise 
the adv-ancement 0'! which the fund directors 
deem likely to be or particular social utility 
and or Iong-range value to the participants 
as retirees, including investments tending 
to reduce expenses typically incurred dur
ing retiremen~ (such as housing, medical 
and consumer expenses) which would not be 
justified solely in terms of their monetary 
return and the risk involved". Fund partic
ipants would also have the right to vote for 
fund directors. 

Full disclosUJ'e and enforcement provisions 
are included in the bill. 

The bill also provides for a commission to 
study the problems of providing an income 
supplement. for persons now retired who will 
not benefit from the provisions o! this bill, 
S. 4. or any other pending legislation. 

• • • • 
The Retirement Benefit Act represents a 

frontal attack on the private pension system 
as presently constituted. Mr. Nader readily 
acknowledges the theoretical virtues of the 
system and-for those who actually receive 
adequate pensions-its practical virtues. but 
takes the position that these virtues are not 
sufficient to warrant the exclusion of so 
many millions of people !rom what has be
come tbe only; meaningful supplement to our 
concededly inadequate social security system. 
Persons reaching retirement typically do not 
have adequate savings and cannot rely on 
children for support.. Their expenses in re
tirement tend to go up rather than down. 
and they can "t manage on social security 
checks which still, after all of the recent 
Increases, average only $40 a week !or a non
married person over 65. He takes the posi
tion that under these circumstances, an in".;. 
voluntary lottery, subsidized by all of us as 
taxpayers in an amount in excess of $4 bil
lion a year, may be a luxury we cannot aiford. 
particularly given the fact that the con
sequences of the system. at least as presently 
structured. ma..y well be inconsistan~ with the 
requirements of a dynamic free enterprise 
economy. (These notes are limited to a dis.:. 
eussion of the retirement income aspects o! 
the bill: Tbey are not ·addressed to the 
equally critical broader economic aspects of 
the bJU.) · · · · 

To understand Mr. Nader's propoSal it iS 
necessary to understand fil'st,. who is u-

eluded !rom the p~ pension syst-em and 
second, why they are exeluded. 

The present private pension system covers 
only i.wo out of five members of the private 
non-agricultural work force. Pending pension 
reform legislation will not. Increase and may 
(because of added costs to small employ
ers) diminish this number. 

Of the two out. or· five persons covered by 
the system. presently at least a thil'd and 
probably one-half will not receive any pri
vate pension benefits in the absence of re
fonn leg,islation. With enactment of a bill 
such as Senator Williams and Senator Javits' 
S. 4. or similar legislation, many more per
sons covered by the system will benefit.. but 
not enough. The system. will continue to 
leave out persons who through no fault of 
their own and in. response to economic or 
personal needs change jobs frequently. It 
will also continue to leave out many of their 
dependent survivors. In addition it will con
tinue to pu~ longer service mobile employees 
at. a disadvantage since 'their private pension 
benefits will almost invariably be less than 
those of similarly situated employees who 
stay with one employer or union throughout 
their work life. 

The exclusion of millions upon millions of 
people is inherent In the structure of the 
private pension system. The system is based 
on the premise 'Ula~ large numbers of per
sons must lose out if others are to be.nefi~. 
What S. 4 and other reform proposals seek 
to do 1s simply reduce the number of persons 
losing out. They attempt to strike a balance 
between the interests of employees in more 
secure pensions and the cost to employers of 
providing such pensions. But they cannot. do 
more. 

To understand why 'these bills cannot do 
more it is necessary to understand the pool
ing (or insurance) principle on which the 
present pension system is based. 

Now, when an employer sets up a pension 
plan he undertakes to make annual contribu
tions to a pension fund sufficient to pay 
members of a pool of employees a defined 
fixed benefit. at ret irement IF they satisfy 
certain conditions and IF the pension plan 
continues in existence. 

Typically, the pool ct>nsists of all the em
ployees of' an employer (although It may also 
be limited to only wage or only salaried em
ployees, or may extend to all employees in 
an industry who are members of a particular 
union). 

The fewer the number of pool members 
who satisfy the conditions of a particular 
plan, the less an employer will have to con
tribute to the pension fund (or, the more 
he can promise those who do benefit). Thus 
he bas a. built-in incentive to limit the num
ber of pool members who can benefit. U he 
cannot adequately limit the number of em
ployees who will benefit. he can always stop 
the plan. paying out wha~ he has already 
contributed, plus earnings, bu~ incurring no 
further liability. (Some have suggested tha~ 
smaller employers will be forced to terminate 
their pension plans if S. 4 type legislation 
is passed. since that legislation increases the 
number of employees who will qualify for 
benefits. The legislation will have minimal 
impact on larger employers since the actual 
dollar amounts received by the increased 
number of beneficiaries will be extremely 
small.) 

This approach is undeniably attractive to 
those members of the pool who satisfY the 
conditions and whose plans are not termi
nated. {and whose defined benefits provide 
a reasonable social security supplement not 
subsequently rendered valueless by infia
tion). They receive either a fiat benefit or. 
more typically, a benefit based on both the 
number of years they have worked for the 
employer (or ·union), including service be
fore the plan was established, and a percent
age o! 'their annual earnfngs....:..in the better 
plans, their earnings during the years juSt 
before retirement: The ·benefits are :fixed even 
it tbe: fund expel"iences investment losses 

and. ocCasionally, are increased after retire
ment. 

The present pension system fs extremely 
attl"active to employers. Their pe-nsion con
tlibutions can be small relative to their 
promises. Also they (alone or in conjunction 
with a union) can determine the types of 
benefits (normal retirement. early retire
ment. dlsabllity, sunivo:rs benefits) and the 
categories of employees (within some limita
ticms) who will receive those benefits. More
over, if the costs of the plan become too 
onerous, employezos can simply exercise their 
reserved right to terminate their pension 
plan at any time. 

Employers can exer~ control. bofih direct 
and indirect. over fund investment practices 
and can use plan provisions to realize corpo
rat e o.bjectives.. for example, ensuring by the 
use of so-called non-compete clauses, that 
empla ees will either remain wi'th the com
pany or at least no~ be able to pay their 
skills elsewhere. 

The system is attractive to some labor 
officials, who st and to benefit substantially 
hom the system on a personal level. Also 
pensions tend to be a useful issue at the 
bargaining table, and. understandably, a use
ful means of ensuring continued union loy
alty; on the part of members without vested 
pension rights. And a few uniol'lS relish their 
effective control over pension fund assets, 
control which will not be seriously circum
scribed by pending legislation. 

Needless to say, the system is also attrac
tive to the banks and insurance companies 
which manage so mueh of the pension money. 

And. of course, the host of pension actu
aries, employees benefit communications 
specialists. insurance agents who sell pension 
plans, and pension lawyers, whose livelihoods 
depend on the continuation of the present 
system, find it most attractive. 

The only people who do not find the system 
attractive are those whom it hurts or 
excludes. 

These are the people who stand to benefit 
most from the Retirement Benefit Fund Act. 
They are unorganized. without a single full
time advocate and it is reasonable to expect 
that any bill drafted primarily in their in
terests will meet with little outside suppor_t 
and with massive opposition. Nonet heless, 
these people are the v&st majority of our 
working population and their dependents, 
and their interests. demand full and fair 
consideration. 

The Retirement Benefit Fund Act. rejects 
the exclusionary principle of the present pri
vate pension system and in its stead offers 
most members o! the private work force the 
chance to receive a private pension which 
would roughly approximate the average bene
fits received under the present pension ays-
tem-a't the same average costs to employers. 

The proposed system•s ability to pay the 
same average benefits at the same average 
costs. to many more employees. needless to 
say~ does not come about by magic. 

For one thing, the system is prospective 
in effect. It ultimately applies only to new 
young employees (and their survivors) com
ing into the work force. It thus avoids the 
necessity of having to give .credit to workers 
who have worked long years prior to the 
establishment of the pension plan, a major 
cost. to the present system. 

Also, employees will get only what has been 
put fn for them {or what they or their spouses 
have put. in for themselves). plus earnings 
and small additional amounts accruing from 
forfeitures, and will have no assurance that 
they will receive a specifically defined benefit, 
although they will, o! course, be continuously 
apprised as to what sort of retirement in
come they can reasonably expect under a 
variety ot difi'erent assumptions. 

In addition, to a minor degree; employees 
rather · than employers will bear the risk of 
investment loss, but since the funds will be 
under continuous scnrt1ny by the SEC (ail.d 
by participants-) and since contributions' and 
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annuity payments (and certain investments) 
are insured, the risk is minimal. 

The system works on the assumption that 
contributions are made on an employee's be
half almost every year of his work life, the 
contributions are invested, and that earnings 
are added. and compounded for an extremely 
long time. The system facilitates retirement 
savings both by making it easy for employers, 
spouses and employees to make contributions 
and also be establishing a large number of 
institutions with a substantial interest 1n 
countering this country's overwhelming con
sume-now orientation. 

The system does not mandate contribu
tions. Mr. Nader has suggested that it may be 
considerably less expensive to raise minimum 
social security benefits to deal with the spe
cific problem of employees of marginal em
ployers than to continue indefinitely on our 
present course of substantial annual social 
security increases for everyone. 

Calculations that have been on the benefits 
likely to be produced by this kind of defined 
contribution pension system are extremely 
encouraging, particularly when juxtaposed 
with the current average private pension 
benefit figure of $1654 a year. 

The following calculations are illustrative. 
They are based on simplified assumptions, 
not all of which mirror the provisions of 
tho bill. 

( 1) Assumptions: 
An employee with an annual income of 

$10,000 payable semi-monthly. The salary 
remains level for the balance of the em
ployee's working life or until attainment of 
age 65. 

An employer contributes an amount equal 
to 5% of the employee's pay. 

The total employer contribution is re
tained by the employer until the end of 
of each calendar year and is then paid to 
a Retirement Benefit Fund selected by the 
employee on January 1 of the next year. 

The investment expenses of the fund are 
$30 per participant for the first year of par
ticipation and $20 for each year thereafter: 

· (This is based on statements submitted to 
the New York Insurance Department for col
lectively bargained pension funds). 

Each participant joins a fund as of Jan
uary 1, with the first payment into the fund 
made one year later. The participant is age 
30 years at the date of joining the fund. 

Annuity benefits are payable monthly com
mencing on the attainment of age 65 years. 
The present value of the annuity benefits 
are determined on the basis of the 1971 
Group Annuity Mortality Table with interest 
at 5% a year compounded annually and with 
5% added to allow for expenses and for mor
tality improvement. (For purposes of these 
calculations, although not provided in the 
bill, separate present values are used for 
men and for women). 

In the event of c,leath of a participant be
fore age 65 years, his or her accumulated sum 
is applied to purchase annuities for survivors 
or is paid in cash to the participant's estate. 
(This assumption is made to simplify cal
culations, it differs from the provisions of the 
bill.) 

Calculations: 
The account for the participant will ac

cumulate as follows: 

Encl oj year Accumulation 

5 -------------------------------- $2,664 
10 -------------------------------- 6,053 
15 -------------------------------- 10,378 
20 -------------------------------- 15,897 
25 -------------------------------- 22,941 
30 -------------------------------- 81,932 
85 -------------------------------- 43,406 

At age 65 (35 years after entry at age 30), 
the accumulated amount of $43,406 will pro
vide the following monthly payments, with 
the first payment at age 65 years: 

Monthly 
Se:a: Payment 

]4ale -----------------~----------- $346.44 
Female -------------------------- 291. 79 

Annual payments would equal $4,157.28 for 
a man and $3,501.48 for a woman. This, of 
course, does not include social security pay
ments. If the employee had also made a 
5% contribution the annual payments would 
be $8,472.36 for a man and $7,136.04 for a 
woman. 

(2) Assumptions: 
An employer contributes 4% of an em

ployee's pay at the end of each year. 
The net investment income of the fund is 

3% a year. 
The employee has a life expectancy of 15 

years after age 65. 
In the event of death of the employee 

before age 65, his or ·her accumulated sum 
is returned to a beneficiary. 

CALCULATIONS 

Age contribution 
starts 

20_ -------------------
25_ ------- ------------
30 __ - -----------------

Annual pension 
benefit based on 

annual wages of-

$9, 000 $10, 000 

$2,751 
2,237 
1, 795 

3,057 
2,486 
1, 994 

(3) Assumptions: 

Annual payout 
a percentage 

of wages 

30.57 
24.86 
19.94 

An employer contributes 4% of an em
ployee's pay. 

The employee works 40 years. 
The employee receives a sal.a.ry raise of 

3.5% a year. 
The net investment income of the fund is 

5% a year. · 
Calculations: 
Annual payout as a percentage of final 

pay equals 17%. 
Annual payout assuming final pay equal 

to $10,800 equals $1,836. 
This third set of calculations was put for

ward by a pension actuary highly critical of 
Mr. Nader's proposal on the ground that the 
system would sacrifice the concept of ade
quate pension::; for the concept of a more 
equitable pension system. What his self
styled "realistic" calculations suggest, how
ever, is that had the proposed. system been 
1n effect during the past 40 years, the average 
employee would be receiving a benefit of $182 
more than he is now receiving. 

These calculations are rough and are based 
on averages--they do not accurately suggest 
the probable pension benefits of a low wage 
garment worker or a highly paid engineer. 
They do, however, suggest the general vi
ability of a defined contribution approach 
to pensions. 

There is precedent for following a defined 
contribution approach to pensions. One of 
the most successful pension plans-at least 
in terms of participant satisfaction-is the 
Teachers Insurance Annuity Association
College Retirement Equities Fund (TIAA
CREF) plan. There are, of course, differences 
between TIAA-CREF and the proposed Re
tirement Benefit Funds and TIAA-CREF par
ticipants, mostly college professors, are in 
many respects an a typical group, but in 
basic orientation there are important 
similarities. 

In addition, although a defined contribu
tion approach is characteristically disparaged 
by the pension actuaries who are the self
constituted spokesmen of the pension indus
try, several pension actuaries themselves have 
advocated adoption of a defined. contribution 
system. Their proposed system would not, to 
be sure, replace the present defined benefit 
system, but rather would supplement that 
system as a way of providing a minimum 
(and possibly mandatory) private pension 
:for everyone. Their suggestion is that above 
the minimum, the .present pension system 
should remain completely unregulated. 

The defined. contribution approach to pri
vate pensions is anything but radical. In 

fact, tlie most often repeeted objection to it 
is that it is an old-fashioned idea, incorpo
rated in many of the first private pension 
pla.ns, which didn't work and which, in most 
instances was subsequently replaced by the 
present system. This objection, of course, 
ignores the marked success of TIAA-CREF 
and the many, some quite substantial differ
ences between the original so-called money 
purchase plans and the system contemplated 
by the Retirement Benefit Fund Act. But 
most important, it begs the question. 

The success o! most defined benefit plans 
depends on their ability to exclude. The issue 
is not whether in theory a money-purchase 
(i.e. a defined. contribution system is able 
to provide better benefits than some persons 
receive under some defined benefit plans. The 
issue is whether such a system can provide 
those people who are now receiving and will 
receive benefits under the defined benefit 
system with the same benefits and at ' the 
same time provide many more equally hard
working, equa.Ily deserving people with 
similar benefl. ts. 

'Another objection, perhaps more to the 
point, is that enactment of the Retirement 
Benefit Fund Act might generate too much 
saving. If so, the only alternative may be the 
social security approach. But it may also be 
that whatever negative effects might ordi
narily fl.ow from this kind of accumulation 
of capital would more than offset by the fact 
that the capital needs of the nation are im
mense, and are increasing, and that the in
stitutional structure established by the Act 
would be sufficiently flexible to be fully re
sponsive to those needs. 

These a.re not the only objections to the 
bill. Retirees are quite reasonably concerned 
that the bill only provides for the establish
ment of a commission to study the problems 
of persons who have already lost out. They, 
understandably, want help now. Union of
ficials are concerned that the provisions in 
the bill designed to expedite the transition 
to the .new system are unduly restrictive. 
They point to the bill's limltat)on on nego
tiated benefit level increases under pre-exist
ing plans and to provisions which provide for 
the termination of pre-existing plans if 
specified percentages of plan participants 
opt for termination. At least one older em
ployee not covered by a pension plan ob
jects to the fact that if he were to go to work 
for a new employer whose employees are cov
ered under a pre-existing plan (and that em
ployer had opted for the second rather than 
the first of the two transition programs) he 
would be excluded from the pre-existing 
plan and would have too few years of cover
age to accrue a substantial benefit under the 
new syst~m. The proposed system presents 
cost of living problems (similar to those 
faced by most pension plans under the pres
ent system) that, as presently constituted, 
the funds will resolve only in part. And there 
is the basic problem inherent in the defined 
contribution concept that it will be harder 
for employees· whose salaries increase mark
edly over their career to achieve a benefit 
commensurate with their final salary 'Qnder 
the proposed system than they would, in 
theory, assum~ng they met all plan qualifica
tions, achieve under the present system. 

Most of these problems a.re susceptible to 
resolution with appropriate technical assist
ance. Only one, the last, is a problem inher
ent in the system, and that affects relatively 
few employees since the average employee's 
real earnings (discounting inflation) tend to 
level off fairly early in his career. 

As with any proposal in this extremely 
complex pension al;'ea, the Retirement Bene
fit Fund Act is essentially a blueprint for 
action. At. the least it will engender produc
tlye controversy, as did the first several ver
sions.of what .have now, six years and a mil
lion dollars later emerged. as S. 4 and its 
Finance Committee counterpart. At the m.ost 
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it wlll provide us with a truly equitable and 
adequate retirement _in_cotp.e syste~; 

~ · 

By Mr. CURTIS·: 
S.J. Res.l38. Joint resolution to amend 

the Economic Stabilization Act. Referred 
to the Committee on Banking, Housing 
and Urban Affairs. 

Mr. CURTIS. Mr. President, last 
Wednesday, July 18, 1973, was a dark 
day for hundreds of citizens of my State. 
It was a date that had been awaited for 
some time--the announcement of phase 
IV of the Economic Stabilization pro
gram. 

Many employees of meat packing 
plants in my State had already been laid 
off because of the effect of the price ceil
ing on the ability of meat packers to pass 
along increased costs. However, the an
nouncement of phase IV brought onlY 
the word that the beef processing indus
try must continue to operate on a loss 
basis if it operates at all between now 
and September 12. 

Notwithstanding the deplorable finan
cial situation of the meat industry as a 
result of the ceiling and price ·freeze to 
which it has been subjected, Mrs. House
wife is the real loser. Her opportunity 
to choose among a selecti01. of meat 
products is rapidly diminishing. Soon 
she will have to stand in line and hope 
that there is still some meat available 
when she gets to the head of the line. 

This is not a fairy tale, Mr. President. 
If the American consumer is to have a 
choice of meat products iri the future 
this Government will have to get out of 
the price manipulation business. 

The time has come to abandon ill
advised, short-term goals and strive for 
realistic long-range objectives. The cure 
fo'r meat prices may result in higher 
prices in the immediate future but will 
assure reasonable prices and adequate 
supplies in the years ahead. 

Mr. President, I am today introducing 
a joint resolution to amend the Eco
nomic Stabilization Act and require the 
President to permit the passthroligh of 
increases in raw agricultural product 
costs on a dollar-for-dollar basis for beef 
as is permitted in the case of other meats 
and food products. 

As I have just pointed out, Mrs. House
wife will be the loser if this action is not 
taken swiftly. 

Mr. President, I send the resolution to 
the desk and ask that it be appropriately 
referred, and printed in the RECORD. 

There being no objection, the joint 
resolution was ordered to · be printed in 
the RECORD, as follows: 
' S.J. RES. 138 

Resolved by the Senat e and Hou se of Rep
resentatives of the United States of America 
in Congress assembled, That Section 203 of 
the Economic Stabilization ·Act of 1970 is 
amended by adding at the end thereof the 
following new subsection: 

"(k) In exercising the authority conferred 
by this section prior to September 12~ 1973, 
with respect to the price level of beef, the 
President or his delegate shall permit the 
passthrough o! increases in raw agricultural 
product costs incurred since June 8, 1973, 
on a dollar-for-dollar basis in the same man
ner and to the same extent as a pa.ssth.rough 
of such increases is permitted in the case 
of meat and food· products other than· beet." 

ADDITIONAL COSPONSO~S OF BILLS 
S. 1353, S. 1478, S. 1479, AND S. 1480 

At the request of · Mr~ ~SFIELD _(for 
Mr. MAGJ:iUSON), the Senator from New 
Hampshire <Mr. COTTON) was added as a 
cosponsor of the following bills: 

S. 1353. A bill to deduct from gross 
tonnage in determining net tonnage 
those spaces on board vessels used for 
waste materials; 

S. 1478. A bill to amend the Commu
nications Act of 1934, as amended, with 
respect to commissioners and Commis
sion employees; 

S. 1479. A bill to amend subsection (b) 
of Section 214 and subsection (a) (1) of 
section 222 of the Communications Act 
of 1934, as amended, in order to desig
nate the Secretary of Defense--rather 
than the Secretaries of the Army and 
NaVY-as the ~erson entitled to receive 
official notice of the filing '>f certain ap
plications in the common carrier service 
and to provide notice to the Secretary of 
State where under section 214 applica
tions involve service to foreign points; 
and 

S.1480. A bill to amend the Commu
nications Act of 1934, as amended, with 
respect to penalties and forfeitures. 

s. 1581 

At the request of Mr. HATFIELD, the 
Senator from South Dakota <Mr. 
ABOUREZK) was added as a cosponsor of 
S.l581, to require the payment of in
terest on overpayments of tax without 
regard to date of refund. 

s. 1604 

At the request of Mr. BROCK, the 
Senator from Kentucky <Mr. CooK) was 
added as a cosponsor of S. 1604, the "Fair 
Housing Amendments of 1973". 

s. 1605 

At the ·request of Mr. BRocK, the 
Senator from Kentucky <Mr. CooK) was 
added as a cosponsor of S. 1605, the 
"Equal Credit Opportunity Act." 

s. 1830 

At the request of Mr. RIBICOFF, the 
Senator from Connecticut <Mr. WEICK
ER) was added as a cosponsor of S. 1830, 
the Youth Camp Safety Act of 1973. 

s. 1982 

Mr. TOWER. Mr. President, I am 
pleased that the retirement test under 
social security has again been increased. 
However, the increase to $2,400 is insuf
ficient to meet the needs of our elderly 
citizens who now work or would like to 
obtain gainful employment. 

Senator DoMINICK and I have intro
duced S. 1982 which would raise the 
earnings ceiling to $3,000 and would 
reduce the age of applicability of the test 
from 72 to 70. This legislation represents 
a reasonable starting point in an effort 
to eliminate the retirement test some
time in the future. 

Since the bill was introduced the fol
lowing Senatoi·s have joined as cospon
sors: Senators YOUNG, PASTORE, DOM
ENICI, THURMOND, EASTLAND, DOLE, 
COOK, HOLLINGS, BARTLETT, BENTSEN, 
SCHWEIKER, GoLDWATER, and ScoTT of 
Virginia. I ask unanimous consent that 
these Senators be added as cosponsors of 
the bill. · · 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

. s. 2069 

At the request of Mr. ·EAGLETON, the 
Senator from Alaska <Mr. GRAVEL), the 
Senator from Hawaii <Mr. INouYE), the 
Senator from Minnesota <Mr. HuM
PHREY), the Senator from Maine <Mr. 
HATHAWAY), the Senator from Rhode 
Island <Mr. PASTORE), the Senator from 
West Virginia (Mr. RANDOLPH), the Sen
ator from Utah <Mr. Moss>, the Sena
tor from Nevada <Mr. BIBLE), and the 
Senator from New Jersey <Mr~ WIL
LIAMS) were added as cosponsors of S. 
2069, the National R-eading Improvement 
Act. · · · 

SENATE RESOLUTION !50-SUBMIS
SION OF A RESOLUTION IN AN
TICIPATION OF A RECOMMENDED 
PAY RAISE 

<Referred to the Committee on Post 
Office and Civil Service.> 

Mr. HANSEN submitted a resolution 
<S. Res. 150) , which reads as follows: 

S.RES. 150 

Resolved, That the Senate disapproves the 
recommendations of the President with re
spect to rates of pay transmitted to the Con
gress during calendar year 1973, pursuant to 
sect ion 225(h) of the Federal Salary Act of 
1967. 

ADDITIONAL COSPONSORS OF A 
RESOLUTION 

SENATE RESOLUTION 14 4 

At the request of Mr. HANSEN, the 
Senator from Ohio <Mr. TAFT), the Sen
ator from Wisconsin <Mr. PROXMIRE) , the 
Senator from Arizona <Mr. GoLDWATER), 
the Senator from Dlinois (Mr. STEVEN
soN), and the Senator from Nebraska, 
<Mr. HRUSKA) , were added as cosponsors 
of Senate Resolution 144, expressing the 
Senate's opposition to an increase in sal
ary during fiscal year .1974 for Members 
of Congress, the judiciary, and top-level 
employees of the executive branch. 

AMENDMENT OF EXPORT ADMINIS
TRATION ACT OF 1969-AMEND
MENT 

AMENDMENT NO. 405 

(Ordered to be printed, and referred to 
the Committee on Banking, Housmg and 
Urban Affairs.) 

Mr. TOWER submitted an amend
ment, intended to be proposed by him, to 
the bill <S. 2053) to amend the Export 
Administration Act of 1969, to permit 
the President to use export controls to 
curtail serious inflation in domestic 
prices, and for other purposes. 

;FEDERAL ELECTION CAMPAIGN ACT 
AMENDMENTS OF 1973-AMEND-
MENTS . 

AMENDMENT NO. 406 

<Ordered to be printed, and to lie on 
the table.> · 

PUBLIC FINANCING FOR FEDERAL ELECTIONS 

Mr. KENNEDY. Mr. President, on be
half of Senator HtJGH ScoTT and my
self, · I send to the desk an amendment 
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to S. 372. The purpose of the amendent 
is to provide public financing for Senate 
and House elections~ aDd to prohibit pri
vate finandng for major party eandi
dates in all Federal elections., Presiden
tial as well as eonuessional. 

Under the te1·ms of the amendment, 
public funds will be avail bl.e to candi
dates of major pa1·ties in Senate and 
House elections, based on a formula al
locating 20 cents for eaeh voter in the 
iurisdiction in which the election is to 
be held. Candidates of minor parties will 
be entitled to public funds under two 
approaches--either in proportion to the 
party's showing in the past election, 
or retroactively on the basis of its show
ing in the current election. 

The provision prohibiting private 
financing by major party candidates al
f{)WS minor party candidate.s to use pri
vate funds to reach the level of spend
ing of major party candidates. In addi
tion, the amendment applies only to 
general and special elections, not to pri
malies and runoffs, which will continue 
to be financed by private funds. 

Under existing law, future Presidential 
election campaigns will be financed by 
public funds thl·ough the so-called "dol
lar checkoff,'' by which taxpayers indi
cate on their tax forms that $1 of their 
tax liability, or $2 on a joint return, is 
to go into a general fund for financing 
Presidential campaigns. The amendment 
I am introducing with the distinguished 
Senator from Pennsylvania does not in
volve the tax form, but in other respects, 
our proposal for Senate- and House elec
tions closely follows the law already ap
plicable to Presidential elections. 

Mr. President, the most obvious lesson 
of Watergate is the corrosive power of 
money in politics. At a single stroke, by 
enacting a program of public fu:ancing 
for Federal elections, we can shut off the 
Wlderground rivers of private money that 
pollute politics at every level of the Fed
eral Government. If Watergate has 
taught us anything, it is tha t disclosure 
is not enough, that sunlight is not an 
adequate disinfectant for the infectious 
power of money in political campaigns. 

As everyone knows, the United States 
has the best political system that money 
can buy, and it is a disgrace to the 
principles 'Jn which our Republic 
stands. Congress has already gone part 
way. Already, public funds wi:I be avail
able under existing law to finance the 
Presidential election campaign in 1976. 
The time has come to take the next great 
s-tep toward open and honest government. 
The time is now ripe-indeed over-ripe
to eliminate private financing in our na
tional elections and to apply the clear, 
simple principle of public financing to 
all Federal elections. Only in that man
ner can we drive the money-changers 
from the temple of Federal politics. 

I am honored and delighted to wm·k 
with Senator HuGH ScoTT in a bipartisan 
effort to reach this goal. The Senator 
from Pennsylvania has been an out
standing leader on legislation in many 
areas of election reform. I am pleased 
to join with him on this new effort, 
which offers such enormous benefit to 
Americans concerned about the quality 
of OUr Government, and 1; urge the Sen_. 

ate to accept the amendment we are 
introducing. 
Mr~ President, . I ask unanimous con

sent that, fOllowing the remarks of the 
Senator from Pennsylvania, a summary 
of the principal provisions of the amend
ment may be printed in the RECORD, and 
that· the text of the amendment itself 
may also be printed at that point in the 
RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so. ordered. 

(See exhibit L) 
Mr. SCOT!' of Pennsylvania. Mr. 

President, I am pleased to join the senior 
Senator from Massachusetts <Mr. KEN
NEDY) in &J>Onsoring this amendment to 
provide public financi~ through appro
priated funds, for general and special 
congressional elections. The proposal we 
have drafted is particularly important 
insofar as it contains a provision, which 
I suggested, to bar the option of privat-e 
financing. The absence of this provision 
in the previous public financing pro
posals was the reason for my earlier op
position to such plans. 

Under the Kennedy -Scott plan, bona 
fide candidates for the Senate, for ex
ample, would be entitled to a Treasury 
Department payment of the sum to 
which they are entitled under the spend
ing formulas contained in S . 372; namely, 
20 cents per eligible voter or $175,000 
whichever is the greater. Primary and 
runoff congressional elections would 
continue to be financed by private funds. 
Presidential candidates would continue 
to be funded under the so-called check
off provision in the tax laws. 

Our proposal is drafted to utilize the 
machinery of a Federal Election Com
mission, which I have been advocating 
personally for several years. The Senate 
agreed to such a commission in 1971 only 
to have it knocked out in conference with 
the House. The new Commission, if fi
nally enacted, would be charged with the 
administration of the public funds to be 
used by congressional candidates. The 
Commission would also have generous 
authority to enforce the law, through 
its own general counsel, in the Federal 
courts. 

As I have previously indicated in testi
mony before my Committee on Rules and 
Administration, I think it is worth it to 
every taxpayer to do something to get a 
little better election reform in this coun
try. The taxpay-ers themselves should be 
condemned if they are not willing to put 
up a buck for honesty. I would like to see 
it. I think it is a good thing. Since the 
Kennedy-Scott proposal would be effec
tive on January 1, 1975, it would be 
utilized dm·ing the congressional elec
tions in the following year. 

The Presidential election checkoff pro
visions in the tax law do not now have a 
prohibition on the option of private fi
nancing. This has always been of great 
concern to me since I think both politi
cal parties should be bound by the act or 
neither. That should be in the law, rather 
than an allowance for either party to 
exe1·cise an option of not being included. 
At my request, such a provision has been 
included in the Kennedy-scott amend
ment. It- would conform the ban on pri
vate-financ1ng .to candidates for a,ll Fed
eral-offices. · 

S. 372, the Federal Election Campaign 
Act Ainendments- of 1973, to which the 
Kenriedy-Scott .P·roposal will be offered, 
contains a number of provisions which 
were included in bills I sponsored earlier 
this year. In addition to the Federal Elec
tion Commission to monitor and enforce 
the law, the bill waives the so~called 
equal time provisions of the broadcast
ing law for candidates for all Federal 
offices. If enacted, this will enable bl-oad
casters to grant more free time to bona 
fide candidates, thus further reducing the 
cost of campaigning for office. The bill 
also provides that each candidate have a 
central campaign committee which would 
report all contdbutions and expendi
tures on behalf of the candidate, regard
less of the number of "allied" or "subor
<:finate» committees working on the can
didate~s behalf. 

The use of cash is also severely re
stricted in the Rules Committee bill. No 
cash payments, or contributions, in ex
cess of $100 can be made. This restriction 
is both necessary and enforceable, since 
the Federal Election Commission has the 
full power to enf-orce it. 

The Kennedy-scott amendment blends 
in nicely with S. 372. It does what must 
be done. I urge the support of my col
leagues. 

EXHmrr 1 
AMENDMENT No. 406 

On. page 49, between lines 3 and 4, insert 
the following: 

"SEc. 16. The Federal Election Campaign 
Act of 1971 is amended by inserting at the 
end thereof the following new title: 
"'TITLE V-PUBLIC FINANCING OF CON-

GRESSIONAL ELECTION CAMPAIGNS 
"'Sec. 
" '501. Short title. 
" '502. Definitions. 
"'503. Condition for eligibility for payments. 
" '504. Entitlement of eligible candidates to 

payments. 
" '505. Certifications by Federal Election 

Commission. 
" '506. Payments to eligible candidates. 
"'507. Examinations and audits; repayments. 
.. '508. Information. on proposed expenses. 
"'509. Reports to Congress; regulations. 
"'510. Participation by Comptroller General 

in judicial proceedings. 
" '511. Judicial review. 
"'512. Criminal penalties. 
"'513. Congressional Election Campaign 

Fund Advisory :Soard. 
" '514. Authorization of Appropriations. 
" '515. Effective date of title. 

" 'SHORT TITLE 

"'SEc. 501. This title may be cited as the 
"Congressional Election Campaign Fund 
Act". 

" 'DEFINXTYONS 

"'SEC. 502. For purposes of this title-
" ' { 1) The term "congressional ofiice" 

means the office of Senator or Representa
tive in, or Resident Commissioner or Delegate 
to, the Congress of the United States. 

" '(2) The term "congressional election" 
means a general or special election for con
gressional ofiice. 

"'{3) The term "Commission" means the 
Federal Election Commission established 
under section 308. 

"'(4) The term "authoriZed committee" 
means, with respect to a candidate of a 
political party for congressional ofiice, any 
political committee which is authorized in 
writing by such candida-te to incur expenses 
to further the election of sucb candidate. 
Such authorization shall be addressed to the 
chaJrm.an of such political committee; and 
a copy. o_f such authorization Shall be filed by 
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such candidate with the Commission. Any 
withdrawal of any authorization shall also 
be in writing and shall be addressed and filed 
in the same manner as the authorization. -

" '(5) The term "candidate" means, with 
respect to any congressional election, an in
dividual who (A) has been nominated for 
election to congressional office by a major 
party, or (B) has qualified to have his name 
on the election ballot in the area in which 
the election is to be held. For purposes of 
paragraphs (8) and (9) of this section and 
purposes of section 504(a) (2), the term 
"candidate" means, with respect to any pre
ceding congressional election, an individual 
who received popular votes for congressional 
office in such election. 

"'(6) The term "eligible candidate" means 
a candidate of a political party for con
gressional office who has met all applicable 
conditions for eligibility to receive payments 
under this title set forth in section 503. 

"'(7) The term "fund" means the Con
gressional Election Campaign Fund estab
lished by section 506 (a) • 

"'(8) The term "major party" means, with 
respect to any congressional election, a po
litical party whose candidates for congres
sional office in the preceding election for 
such office received, as the candidate of such 
party, 25 per centum or more of the total 
number of popular votes received by all can
didates for such office. 

"'(9) The term "minor party" means, with 
respect to any congressional election, a po
litical party whose candidate for congres
sional office in the preceding election for office 
received, as the candidate of such party, 5 
per centum or more but less than 25 per 
centum of the total numbe!" of popular votes 
received by all candidates for such office. 

" • ( 10) The term "new party" means, with 
respect to any congressional election, a po
litical party which is neither a major party 
nor a minor party. 

"'(11) The term "political committee" 
means any individual, committee, associa
tion, or organization (whether or not incor
porated) which accepts contributions or 
makes expenditures for the purpose of in
fluencing, or attempting to influence, the 
nomination or election of one or more in
dividuals to congressional office. 

"'(12) The term "qualified campaign ex
pense" means an expense-

"'(A) incurred (i) by the candidate of a 
political party for congressional office to fur
ther his election to such office, or (11) by an 
authorized committee of a candidate of a 
political party for congressional office to fur
ther the election of one or more such can
didates to such office; 

"'(B) incurred within the expenditure re
port period (as defined in paragraph ( 13) ) , or 
incurred before the beginning of such period 
to the extent such expense is for property,, 
services, or facilities used during such period; 
and 

"'(C) neither the incurring nor payment 
of which constitutes a violation of any law 
of the United States or of the State in which 
such expense is incurred or paid. 
An expense shall be considered as incurred 
by a candidate or an authorized committee 
if it is incurred by a person authorized by 
such candidate or such committee, as the 
case may be, to incur such expense on behalf 
of such candidate or such committee. If an 
authorized committee of a candidate of a po
litical party for congressional office also in
curs expenses to further the election of one 
or more other individuals to Federal, State, 
or local elective public office, expenses in
curred by such committee which are not 
specifically to further the election of such 
other individual or individuals shall be con
sidered as incurred to further the election 
of such candidate for congressional omce in 
such proportion as the Commission pre
scribes by rules or reg'Clations. 

"'(13) The term "expenditure report pe-

riod" with respect to any congressional elec
tion means--

"'(A) in the case of a major party, the 
· period beginning with the first day of Sep
tember before the election, or, if earlier, with 
the date on which such major party nomi
nated its candidate for election to congres
sional office, and ending thirty days after the 
date of the election; and 

"'(B) in the case of a party which is not 
a major party, the same period as the ex
penditure report period of the major party 
which has the shortest expenditure report 
period for such election under subparagraph 
(A). 
"'CONDITION FOR ELIGmiLITY FOR PAYMENTS 

"'SEC. 503. (a) IN GENERAL.-In order to 
be eligible to receive any payments uil.der 
section 506, a candidate of a political party in 
a congressional election shall, in writing-

" ' ( 1) agree to obtain and furnish to the 
Commission such evidence as it may request 
of the qualified campaign expenses with 
respect to which payment is sought; 

"'(2) agree to keep and furnish to the 
Commission such records, books, and other 
information as it may request; 

"'(3) agree to an audit and examination 
by the Commission under section 507 and to 
pay any amounts required under section 508. 

"'(b) MAJOR PARTIES.-In order to be eli
gible to receive any payments under section 
506, a candidate of a major party in a con
gressional election shall certify to the Com
mission, under penalty of perjury, that-

"'(1) such candidate and his authorized 
committees will not incur qualified campaign 
expenses in excess of the aggregate payment 
to which he is entitled under section 504; and 

" '(2) no contributions to defray qualified 
campaign expenses have been or will be ac
cepted except to the extent necessary to make 
up any deficiency in payments received out 
of the fund on accou!lt of the application of 
section 506 (d), and no contributions to de
fray expenses which would be qualified cam
paign expenses but for subparagraph (C) of 
section 502(12) have been or will be ac
cepted by such candidate or any of his au
thorized committees. 
Such certification shall be made within such 
time prior to the day of the congressional 
election as the Commission shall prescribe 
by rules or regulations. 

"'(c) MINOR AND NEW PARTIES.-In order 
to be eligible to receive any payments under 
section 506, a candidate of a minor or new 
party in a congressional election shall cer
tify to the Commission, under penalty of 
perjury, that-

.. '(1) such candidate and his authorized 
committees wlll not incur qualified cam
paign expenses in excess of the aggregate 
payments to which the eligible candidate of 
a major party in such election is entitled 
under section 504; and 

"'(2) such candidate and his authorized 
committees will accept and expend or retain 
contributions to defray qualif}.ed campaign 
expenses only to the extent tha"" the qualified 
campaign expenses incurred by such candi
date and his authorized committees certified 
to under paragraph (1) exceed the aggre
gate payments received by such candidate 
out of the fund pursuant to section 506. 
Such certification shall be made within such 
time prior to the day of the congressional 
election as the Committee shall prescribe by 
rules or regulations. 

"• (d) Except as provided in subsections 
(b) (2) and (c) (2) of this section, no candi
date of a major party, minor party, or new 
party, or any of the authorized committees 
of such candidate shall acce""t contributions 
to defray qualified campaign 'expenses. 

" ' (e) Except as specifically provided by 
law, no candidate for election to the omce 
of President of the United States or the of-
fice of Vice President of the United States 
who is or may be eligible to receive payments 
of public funds to defray qualified expenses 

of his campaign shall accept contributions 
to defray such expenses. 
" 'ENTITLEMENT OF BLIGffiLE CANDIDATES '1 0 

PAYMENTS 
"'SEC. 504. (a) IN 0ENERAL.-8ubject t.> 

the provisions of this title-
"'(1) An eligible candidate for a majr l" 

party in a congressional election shall 1· } 
entitled to payments under section 506 equ: 1 
in the aggregate to the greater of-

" • (A) 20 cents multiplied by the votir ~ 
age population of the geographical area i \ 
which the election for such office is hek • 
as determined by the Secretary of Commerc ! 

under the Federal Election Campaign A r_ t 
of 1971, as amended; or · 

"'(B) (i) $175,000, if the congressional of
fice sought is that of Senator, Delegate, Resi- . 
dent Commissioner, or Representative from 
a State which is entitled to only one Repre
sentative, or (ii) $90,000, if the congressional 
office sought is that of Representative froli\ 
a State entitled to more than one Representa
tive. 

" • (2) (A) An eligible candidate of a 
minor party in a congressional election shall 
be entitled to payments under section 506 
equal in the aggregate to an amount which 
bears the same ratio to the amount com
puted under paragraph (1) for a major party 
as the number of popular votes received by 
the candidate for such office of the miner 
party, as such candidate, in the preceding 
election for such office bears to the average 
number of popular votes received by the can
didates for such office of the major parties 
in the preceding election for such office. 

"'(B) If the candidate of one or more 
political parties (not including a major 
party) for congressional office was a candi
date for such office in the preceding election 
for such office and received 5 per centum or 
·more but less than 25 per centum of the to-
tal number of popular votes received by all 
candidates for such office, such candidate, 
upon compliance with the provisions of sec
tion 503 (a) and (c), shall be treated as an 
eligible candidate entitled to payments under 
section 506 in an amount computed as pro
vided in subparagraph (A) by taking into 
account all the popular votes received by 
such candidate for such office in the preced
ing election for such office. If the eligible 
candidates of a minor party are entitled shall 
be reduced by the amount of the entitlement 
allowed under subparagraph (A). 

"' (3) An eligible candidate of a minor 
party or a new party in a congressional elec
tion whose candidate in such election re
ceives, as such candidate, 5 per centum or 
more of the total number of popular votes 
cast for such office in such election shall be 
entitled to payments under section 506 equal 
in the aggregate to an amount which bears 
the same ratio to the amount computed 
under paragraph (1) for a major party as 
the number of popular votes received by 
such candidate in such election bears to the 
average number of popular votes received in 
such election by the candidates for such 
office of the major parties. In the case of an 
eligible candidate entitled to payments under 
paragraph (2), the amount allowable under 
this paragraph shall be limited to the 
amount, if any, by which the entitlement 
under the preceding sentence exceeds the 
amount of the entitlement under paragraph 
(2). 

"'(b) LIMITATIONS.-The aggregate pay
ments to which an eligible candidate of a 
political party shall be entitled under sub
sections (a) (2) and (3) with respect to a 
congressional election shall not exceed an 
amount equal to the lower of-

" '(1) the amount of qualified campaign ex
penses incurred by such eligible candidate 
and his authorized committees, reduced by 
the amount o! contributions to defray quali
fied campaign expenses received and ex
pended or retained by such eligible candi
date and such committees, or 
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•• '(2) the aggregate payments to which the 

eligible candidate ot a major party is entitl~ 
under subsection (a) ( 1), reduced by the 
amount of contributions described in para
graph (1) of this subsection. 

" ' (C) RESTBICTIONS.-An eligible candidate 
ot. a political party shall be entitled to pay
ments under subsection (a) only-

" '(1) to defray qua.llfied. campaign ex
penses incurred by such eligible candidate or 
his authorized. committees, or 

"'(2) to repay loans the proceeds of which 
were used to defray such qualified campaign 
expenses. or otherwise to restore funds (other 
than contributions to defray qualified cam
paign expenses received and expended by 
such candidate or such committees) used to 
defray such qualified campaign expenses. 

" 'CERTIFICATIONS BY COMMISSION 
"'SEC. 505. (a) lNXTIAL CERTIFICATIONS.

On the basis of the evidence, books, records, 
and information furnished by the eligible 
candidates of a political party and prior to 
examination and audit under section 507, the 
Commission shall certify from time to time 
to the Secretary for payment to such candi
dates under section 506 the payments to 
which such candidates are entitled under 
section 504. 

"'(b) FINALITY OF CERTIFICATIONS AND DE
TERMINATIONS.-Initial certifications by the 
Commission under subsection (a) , and all 
determinations made by it under this title, 
shall be final and conclusive, except to the 
extent that they are subject to examination 
and audit by the Commission l.mder section 
507 and judicial review under section 511. 

" 'PAYMENTS TO ELIGIBLE CANDIDATES 
"'SEC. 506. (a) EsTABLISHMENT OF CAM

PAIGN FuNDS.-There is hereby established on 
the books of the Treasury of the United 
States a special fund to be known as the Con
gressional Election Campaign Fund. The 
Secretary shall, as provided by appropriation 
Acts, transfer to the fund such amounts as 
Congress may appropriate to insure that 
moneys in the fund will be adequate to meet 
the entitlements of eligible candidates. 

"'(b) TRANSFERS TO THE GENERAL FUND.
The Secretary is authorized to transfer to the 
general fund of the Treasury such amounts 
of moneys in the fund as he determines from 
time to time are in excess of the amounts 
which eligible candidates are or will be en
titled to receive. 

"'(C) PAYMENTS FROM THE FUND.-Upon 
receipt of a certification from the Commis
sion under section 505 for payment to the 
eligible candidates of a political party, the 
Secretary shall pay to such candidates out 
of the fund the amount certified by the Com
mission. Amounts paid to any such candi
dates shall be under the control of such can
didates. 

"'(d) INSUFFICIENT AMOUNTS IN FUND.
lf at the time of a certification by the Com
mission under section 505 for payment to the 
eligible candidates of a political party, the 
Secretary or his delegate determines that 
the moneys in the fund are not, or may not 
be, sufficient to satisfy the full entitlements 
of the eligible candidates of all political 
parties, he shall withhold from such pay
ment such amount as he determines to be 
necessary to assure that the eligible candi
dates of each political party will receive their 
pro rata share of their full entitlement. 
Amounts withheld by reason of the preceding 
sentence shall be paid when the Secretary 
or his delegate determines that there are 
suffi.clent moneys in the fund to pay such 
amounts, or portions thereof, to all eligible 
candidates from whom amounts have been 
withheld, but, if there are not sufficient 
moneys in the fund to satisfy the full en
titlement of the eligible can(Jidates of all 
political parties, the amounts so withheld 
shall be paid in such manner tha-t the eli
gible candidates of each political party re
ceive. them pro rata share- of their fun en
titlement. 

" 'EXAMINATIONS AND AUDITS; REPAYMENTS 
"'SEC. 507. (a} EXAMINATIONS AND Aunrrs.

After each congressional election, the Com
mission shall conduct a thorough exainina
tion and audit of the qualified campaign ex
penses of the candidates of each political 
party for congressional office. 

"'(b) REPAYMENTS.-
" ' ( 1) If the Commission determines that 

any portion of the paymen-ts made to an 
eligible candidate of a political party under 
section 506 was in excess of the aggregate 
payments to which the candidate was en
titled under section 504, it shall so natify 
such candidate, and such candidate shall pay 
to the Secretary an amount equal to such 
portion. 

" • ( 2) If the Commission determines that 
an eligible candidate of a political party and 
his authorized committees incurred quali
fied campaign expenses in excess of the ag
gregate payments to which an eligible candi
date of a major party was entitled under 
section 504. it shall notify such candidat~ of 
the amount of such excess and such candi
date shall pay to the Secretary an amount 
equal to such amount. 

"' (3) If the Commission deterinines that 
an. eligible candidate of a major party or 
any authorized committee of such candidate 
a~cepted contributions (other than contribu
tions to make up defici.encies in payments 
out of the fund on account of the applica
tion of section 506(d)) to defray qualified 
campaign expenses (other than qualified 
campaign expenses with respect to which 
payment is required under paragraph (2}), 
it shall notify such candidate of the amount 
of the contributions so accepted, and such 
candidate shall pay to the Secretary an 
amount equal to such amount. 

" ' ( 4) If the Commission determines that 
any amount of any payment made to an 
eligible candidate of a political party under 
section 506 was used for any purpose other 
than-

" '(A) to defray the qualified campaign 
expenses with respect to which such pay
ment was made, or 

" "(B) to repay loans the proceeds of 
which were used, or otherwise to restore 
funds (other than contributions to defray 
qualified campaign expenses which were re
ceived and expended) which were used, to 
defray such qualified campaign expenses, 
it shall notify such candidate or the amount 
so used, and such candidate shall pay to the 
Secretary an amount equal to such amount. 

"'(5) No payment shall be required from 
an eligible candidate of a political party 
under this subsection to the extent that such 
payment, when added to other payments re
quired from such candidate under this sub
section, exceeds the amount of payments re
ceived by such candidate under section 506. 

•• '(c) NoTIFic-ATION.-No notification shall 
be made by the Commission under subsec
tion (b) with respect to a congressional elec
tion more than three years after the day of 
such election. 

"'(d) DEPOSIT OF REPAYMENTS.-All pay
ments received by the Secretary under sub
section (b) shall be deposited by him in 
the general fund of the Treasury. 

" 'INFORMATION ON PROPOSED EXPENSES 
"SEC. 508. (a) REPORTS BY CANDIDATES.-A 

candidate of a political party for congres
sional office in a congressional election shall. 
from time to time as the Commission may 
require, furnish to the Commission a detailed 
statement, in such form as the Commission 
may prescribe, of-

" • ( 1) the qualified campaign expenses in
curred by him and his authoriZed commit
tees prior to the date of such statement 
(whether or not evidence of such expenses 
has been furnished for purposes of section 
505), and 

" '(2) the qualified campaign expenses 
which he and his authorized committees pro
pose to incur on or after the date of such 
statement. 

The Commission shall require a statement 
under this subsection from such candidates 
of each political party- at least once each 
week during the second, third, and fourth 
weeks preceding the day of the congressional 
election and at least twice. during the week 
preceding such day. 

"'(b) P'uBLICATION.-The Commission shall, 
as soon as possible after it receives each 
statement under subsection (a), prepare and 
publish a summary of such statement, to
gether with any other data or information 
which it deems advisable, in the Federal 
Register. 

" 'REPORTS TO CONGRESS) REGULATIONS 
"'SEC. 509. (a) REPORTS.-The Commission 

shall, as soon as practicable after each con
gressional election, submit a full report to 
the Senate and House of Representatives 
setting forth-

" ' ( 1) the qualified campaign expenses 
(shown in such detail as the Commission de
termines necessary) incurred by the candi
dates of each political party and their au
thorized committees; 

"' (2) the amounts certified by it under 
section 505 for payment to the eligible can
didates of each political party; and 

"'(3) the amount of payments, if any, re
quired from such candidates under section 
507, and the reasons for each payxnent re
quired. 
Each report subinitted pursuant to thi& sec-: 
tion shall be printed as a Senate document. 

" '(b) REGULATIONS, ETC.-The CommiSSion 
is authorized to prescribe such rules and 
regulations, to conduct such examinations 
and audits (in addition to the examinations 
and audits required by section 507(a)), to 
conduct such investigations, and to require 
the keeping and submission of such books, 
records, and information, as it deems neces
sary to carry out the functions and duties 
imposed on it by this title, including the 
coordination of this title with other titles of 
this Act. 
" 'PARTICIPATION BY COMMISSION IN JUDICIAL 

PROCEEDINGS 
" 'SEc. 510. (a) APPEARANCE RY COUNCIL.

The Commission is authorized to appear in 
and defend against any action filed under 
section 511, either by attorneys employed in 
its office or by counsel whom it may appoint 
without regard to the provisions o.r by coun
sel whom it may appoint without regard to 
the provisions of title 5, United States Code, 
governing appointments in the competitive 
service, and whose coinpensation it may fix 
without regard of the provisions of chapter 
51 and subchapter ill of chapter 53 of such 
title. 

"'(b) RECOVERY OF CERTAIN PAYMENTS.
Th.e Commission is authorizec:l through at
torneys and counsel described in subsection 
(a) to appear in the district courts of the 
United States to seek recovery of any amounts 
determined to be payable to the Secretary 
as a result of examination and audit made 
pm·suant to section 507. 

"'(c) DECLARA:r<mY AND INJUNCTIVE RE
LIEF.-The Commission Is authorized through 
attorneys and counsel described in subsec
tion (a) to petition the courts of the United. 
States for declaratory or injunctive relief 
concerning any e1vil matter coveretl by the 
provisions of this title. Upon application of 
the Commission, an action brought pursuant 
to this subsection shall be heard and deter
mined by a court of three Judges in accord
ance with the provisions of section 2284 of 
title 28, United States Code, and any appeal 
shall lie to the Supreme Court. It shall be 
the duty of the judges designated to hear 
the case to assign the case for hearing at the 
earliest practicable date, to participate in 
the hearing and determination thereof, and 
to cause the case to be in every way expe.dited~ 

"'(d) APPEAL.-Th.e Commission is au
thorized on behalf of the United States to 
appeal from, and to p:etition the Supreme 
Court for certio1-ar1 to review, Judgments, 
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or decrees entered with respect to actions 
in which it appears pursuant to the authority 
provided in this section. 

" 'JUDICIAL REVIEW 
"'SEC. 511. (a.) REVIEW OF CERTIFICATION, 

DETERMINATION, OR OTHER ACTION BY THE 
CoMMISSION .-Any certification, determina
tion, or other action by the Commission made 
or taken pursuant to the provisions of this 
title shall be subject to review by the United 
States Court of Appeals for the District of 
Columbia. Circuit upon petition filed in 
such Court by any interested person. Any 
petition filed pursuant to this section shall 
be filed within thirty days after the certi
fication, determination, or other action by 
the Commission for which review is sought. 

" '(b) SUITS TO IMPLEMENT TITLE.-
" • ( 1) The Commission, the national com

mittee of any political party, and individuals 
eligible to vote in an election for congres
sional office, are authorized to institute such 
actions, including actions for declaratory 
judgment or injunctive relief, as xnay be 
appropriated to implement or construe any 
provision of this title. 

"'(2) The district courts of the United 
States shall have jurisdiction of proceedings 
instituted pursuant to this subsection and 
shall exercise the same without regard to 
whether a person asserting rights under pro
visions of this subsection shall have ex
hausted any administrative or other remedies 
that may be provided at law. Such proceed
ings shall be heard and determined by a 
court of three judges in accordance with the 
provisions of section 2284 of title 28, United 
States Code, and any appeal shall lie to the 
Supreme Court. It shall be the duty of ~he 
judges designated to hear the case to ass1g_n 
the case for hearing at the earliest practi
cable date, to participate in the hearing and 
determination thereof, and to cause the case 
to be in every way expedited. 

"'CRIMINAL PENALITIES 
"'SEC. 512. (a) EXCESS CAMPAIGN Ex

PENSES.-
" • ( 1) It shall be unlawful for an eligible 

candidate of a political party for congres
sional office in a. congressional election or 
any of his authorized committees knowingly 
willfully to incur qualified campaign ex
penses in excess of the aggregate payments 
to which the eligible candidates of a major 
party are entitled under section 504 with re
spect to such election. 

"'(2) Any person who violates paragraph 
(1) shall be fined not more than $5,000, or 
imprisoned not more than one year, or both. 
In the case of a violation by an authorized 
committee, any officer or member of such 
committee who knowingly and willfully con
sents to such violation shall be fined not 
more than $5,000, or imprisoned not more 
than one year, or both. 

" • (b) CoNTRmUTIONS.-
" '(1) It shall be unlawful for an eligible 

candidate of a major party in a congression
al election or any of his authorized commit
tees knowingly and willfully to accept any 
contribution to defray qualified campaign ex
penses, except to the extent necessary to 
make up any deficiency in payments received 
out of the fund on account of the application 
of section 506 (d) , or to defray expenses 
which would be qualified campaign expenses 
but for subparagraph (C) o! section 502(12). 

"'(2) It shall be unlawful for an eligible 
candidate of a political party (other than a 
major party) in a congressional election or 
any of his authorized committees knowingly 
and willfully to accept and expend or retain 
contributions to defray qualified campaign 
expenses in an amount which exceeds the 
qualified campaign expenses incurred with 
respect to such election by such eligible can
didate and his authorized committees. 

"'(3) Any person who violates paragraph 
( 1) or ( 2) shall be fined not more than 
$5,000, or imprisoned not more than one 
year, or both. In the case of a. violation by an 
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authorized committee, any officer or member 
of such committee who knowingly and will
fully consents to such violation shall be fined 
not more than $5,000, or imprisoned not more 
than one year, or both. 

"'(C) UNLAWFUL USE OF PAYMENTS.-
" • ( 1) It shall be unlawful for any person 

who receives any payment under section 506, 
or to whom any portion of any payment re
ceived under such section is transferred, 
knowingly and willfully to use, or authorize 
the use of, such payment or such portion 
for any purpose other than-

, '(A) to defray the qualified campaign 
expenses with respect to which such payment 
was made, or 

" '(B) to repay loans the proceeds of which 
were used, or otherwise to restore funds ( oth
er than contributions to defray qualified 
campaign expenses which were received and 
expended) which were used, to defray such 
qualified campaign expenses. 

" ' (2) Any person who violates paragraph 
(1) shall be fined not more than $10,000, or 
imprisoned not more than five years, or both. 

"'(d) FALSE STATEMENTS, ETc.-
" • ( 1) It shall be unlawful for any person 

knowingly and willfully-
, '(A) to furnish any false, fictitious, or 

fraudulent evidence, books, or information 
to the Commission under this title, or to in
clude in any evidence, books. or information 
so furnished any misrepresentation of a. ma
terial fact, or to falsify or conceal any evi
dence, books, or information relevant to a 
certification by the Commission or an ex
amination and audit by the Commission 
under this title; or 

"'(B) to fail to furnish to the Commission 
any records, books, or information requested 
by it for purposes of this title. 

"'(2) Any person who vioi.ates paragraph 
( 1) shall be fined not more than $10,000, or 
imprisoned not more than five years, or both. 

"'(e) KICKBACKS AND ILLEGAL PAYMENTS.
" • ( 1) It shall be unlawful for any person 

knowingly and willfully to give or accept any 
kickback or any illegel payment in connec
tion with any qualified campaign expense of 
an eligible candidate or his authorized com
mittees. 

"'(2) Any person who violates paragraph 
(1) shall be fined not more than $10,000, or 
imprisoned not more tha.!l fi..,e years, or both. 

"'(3) In addition to the penalty provided 
by paragraph (2), any person who accepts 
any kickback or illegal payment in connec
tion with any qualified campaign expense of 
an eligible candidate or his authorized com
mittees shall pay to the Secretary, for de
posit in the general fund of the Treasury, an 
amount equal to 125 per centum of the kick
back or payment received. 

"'(f) UNAUTHORIZED ExPENDITURES AND 

CoNTRmUTioNs.-
, '(1) Except as provided in paragraph (2). 

it shall be unlawful for any political com
mittee which is not an authorized commit
tee with respect to an eligible candidate o! a 
political party for congressional office in a 
congressional election knowingly and will
fully to incur expenditures to further the 
election of such candidate, which would con
stitute qualified campaign expenses, if in
curred by an authorized committee of such 
candidate, in an aggregate amount exceeding 
$1,000. 

"• (2) This subsection shall not apply to 
(A) expenditures by a broadcaster regulated 
by the Federal Communications Commis
sion, or by a periodical publication, in re
porting the news or in taking editorial posi
tions, or (B) expenditures by any organiza
tion described in section 501 (c), which is 
exempt from tax under section 601(a) in 
communicating to its members the views of 
the orga.niza. tion. 

"'(3) Any political committee which vio
lates paragraph ( 1) shall be fined not more 
than $5,000, and any officer or member of 
such committee who knowingly and willfully 
consents to such violation and any other in-

dividual who knowingly and willfully vio
lates paragraph (1) shall be fined not more 
than $5,000, or imprisoned not more than 
one year, or both. 

"'(g) UNAUTHORIZED DISCLOSURE OF INFOR
MATION.-

" '(1) It shall be unlawful !or any indi
vidual to disclose any information obtained 
under the provisions of this title except as 
may be required by law. 

"'(2) Any person who violates paragraph 
( 1) shall be fined not more than $5,000, or 
imprisoned not more than one year, or both. 

" 'CONGRESSIONAL ELECTION CAMPAIGN FUND 
ADVISORY BOARD 

"'SEC. 513. (a) ESTABLISHMENT OF BOARD.
There is hereby established an advisory board 
to be known as the Congressional Election 
Campaign Fund Advisory Board (hereinafter 
referred to in this section as the 'Board'). It 
shall be the duty and function of the Board 
to counsel and assist the Federal Election 
Commission in the perforxnance of the duties 
and functions imposed on it under this title. 

"'(b) COMPOSITION OF BOARD.-The Board 
shall be composed of the following mem
bers: 

"'(1) the majority leader and minority 
leader of the Senate and the Speaker and 
minority leader of the House of Representa
tives, who shall serve ex officio; 

" '(2) two members representing each po
litical party which is a major party (as de
fined in section 502(8)), which members 
shall be appointed by the Commission from 
recommendations submitted by such politi
cal party; and 

"'(3) three members representing the gen
eral public, which members shall be selected 
by the members described in paragraphs ( 1) 
and (2). 

The terms of the first members of the Board 
described in paragraphs (2) and (3) shall 
expire on the sixtieth day after the date of 
the first biennial congressional election fol
lowing January 1, 1975, and the terms of 
subsequent members described in paragraphs 
(2) and (3) shall begin on the sixty-first 
day after the date of a. biennial congressional 
election and expire on the sixtieth day fol
lowing the date of the subsequent biennial 
congressional election. The Board shall elect 
a Chairman from its members. 

" ' (C) COMPENSATION .-Members Of the 
Board (other that members described in 
subsection (b) (1)) shall receive compensa
tion at the rate of $75 a day for each day 
they are engaged in performing duties and 
functions as such members, including travel
time, and, while away from their homes or 
regular places of business, shall be allowed 
travel expenses, including per diem in lieu of 
subsistence, as authorized by law for persons 
in the Government service employed inter
mittently. 

"'(d) STATUs.-service by an individual as 
a. member of the Board shall not, for pur
poses of any other law of the United States, 
be considered as service as an officer or em
ployee of the United States. 

" 'AUTHORIZATION OF APPR.OPRIATIONS 
" 'SEc. 514. There are authorized to be ap• 

propriated such sums as may be necessary to 
carry out the provisions of this title. 

•• 'EFFECTIVE DATE OF TITLE 

"'SEc. 515. The provisions of this title shall 
take effect on January 1, 1976.' , 

On page 49, line 4, strike "SEc. 16." and in
sert in lieu thereof "SEC. 17 .". 

On page 50, line 8, strike "SEC .. 17," and in
sert in lieu thereof "SEc. 18.". 

On page 50, line 19, strike "SEC. 18." and 
insert in lieu thereof "SEc. 19.". 
KENNEDY-ScOTT AMENDMENT TO S. 372 PUB

LIC FINANCING FOR F'EDEaAL ELEcTIONS PRIN
CIPAL PROVISIONS 

1. The amendment adds a new title, the 
"Congressional Election Campaign Fund 
Act," to the Federal Election Code. The new 
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Act provides public financing for Senate and 
House elections, and is modeled closely on 
Senator Russell Long's Presidential Election 
Campaign Fund Act, passed by Congress in 
1971 and amended in 1973, which provides 
public financing for Presidential elections 
under existing law.* 

2. It provides public funds for general and 
special elections for the Senate and House, 
but not for primaries or run-off elections. 

3. It makes public financing mandatory 
for Senate and House elections. Thus, it bars 
the option of private financing by major 
candidates. However, a candidate of a major 
party may use private funds to make up a 
deficit in his entitlement of public funds. A 
candidate of a minor party or a new party 
may use private funds only to reach the 
level of entitlement of major party candi
dates. 

4. It also bars the option of private finan
cing for Presidential elections. This is the 
only change made by the amendment in the 
operation of the dollar check-off in existing 
law, which offers public financing as an al
ternative to private financing for Presiden
tial elections. 

5. Constitutional and parliamentary con
siderations indicate that specific amend
ments to the Internal Revenue Code may not 
be in order on Senate-originated bills such 
as S. 372. Therefore, the amendment simply 
applies the basic principles of the provisions 
of the dollar check-off to Senate and House 
elections. Except as provided in this sum
mary, the provisions of the amendment for 
Congressional elections are essentially identi
cal to the provisions of the dollar check-off 
applicable to Presidential elections. 

6. The amendment establishes a Congres-· 
sional Election Campaign Fund on the books 
of the Treasury, to be funded out of .general 
appropriation acts of Congress, and from 
which public funds will be made available 
to eligible candidates. 

7. Unlike the dollar check-off, the fund for 
Congressional elections does not involve the 
tax form. However, amendments to the 
check-off on the Debt Ceiling Act of July 1, 
1973, have now eliminated the so-called 
"special" accounts, and have left only a 
"general" account to be allocated by formula 
among Presidential candidates. As a result, 
the Presidential Election Campaign Fund in 
present law is now closely similar to the 
Congressional Election Campaign Fund to be 
established by the amendment. 

8. The amendment follows the basic for
mula in the dollar checkoff for allocating 
public funds among candidates of major and 
minor parties, but changes the entitlement 
to 20c a voter, in accord with the spending 
ceilings in S. 372. 

9. A candidat~ of a "major party"-a party 
that received 25 7o or more of the total num
ber of popular votes received by all candi;. 
datev for the office in the preceding election
is entitled to receive public funds in the 
amount of 20c per eligible voter. 

10. A candidate of a "minor party"-a party 
that received more than 5% but less than 
25% of the popular vote in the preceding 
election-is entitled to receive public funds 
in proportion to his share of the vote in the 
preceding election. A candidate of a minor 
party may increase his entitlement on the 
basis of his performance in the current 
election. 

11. A candidate of a "new party"--a party 
that is not a majo~ party or a minor party
is entitled to receive public funds in propor
tion to his share of the popular vote in the 
current election, if he receives more than 5 % 
of the vote in the election. 

12. Puolic funds will be available for ex-

* See the "Presidential Election Campaign 
Fund Act," P.L. 92-178, 85 Stat. 497, 562-575 
(December 10, 1971), as amended by the Debt 
Ceiling Act, P.L. 93-53, 87 Stat. 134, 138-139 
(July 1, 1973). 

penditures made by a candidate of a major 
party during the period beginning with the 
date on which the party nominates its ~an
didate and ending 30 days after the election. 
Public funds will be available for candidates 
of other parties during the shortest period 
in which they are available to a candidate of 
a major party. 

13. ::;:ndividuals or committees not author
ized by a candidate may not spend more than 
$1,000 during the campaign on behalf of the 
candidate of a party eligible for p:1blic funds. 

14. The program will be administered by 
the new Federal Election Commission, to be 
established by S. 372. A Congressional Elec
tion Campaign Fund Advisory Board is 
created to advise the Commission. in the 
performance of its dutie<>. 

15. The program will go into effect for the 
1976 Congressional elections. 

AMENDMENTS · NOS. 407 AND 408 

(Ordered to be printed, and to lie on
the table.) 

Mr. CHILES. Mr. President, I am sub
mitting amendments today to S. 372, the 
campaign reform bill. 

The first is an effort to limit the length 
of the campaign itself by putting a limi
tation on the time period during which 
communications media can be used for 
campaign purposes. It would prohibit 
any expenditure made by or on behalf of 
and candidate for media purposes in con
nection with his general campaign for 
election to Federal office before Septem
ber 1 of the year of the election. 

The second amendment is intended to 
prevent a campaign duririg which one or 
more of the candidates for the Presi
dency avoids direct confrontation with 
his or her opponent. This amendment 
would require the candidate to agree in 
writing to appear in person with his op
ponent for 2 half-hour ·broadcasts prior 
to the date of the election: These broad
casts would be provided to the candidate 
without charge and the format would be 
left to the candidates' determination. 
The candidates would be prohibited from 
spending any money on their own behalf 
for broadcast time in connection with 
their campaign for nomination for elec
tion or for election unless they agree to 
appear in person with their opponent or 
opponents during the 60 days preceding 
the election. 

I believe both these amendments have 
great appeal to the American people. The 
first, limiting campaigns in terms of 

_time, would have the e~ect of measur
ably reducing campaign costs. During a 
specified time only a certain amount of 
TV and radio commercials or newspaper 
ads can be run and if we are successful 
in reducing the time for running them, 
we would be successful in reducing cam
paign costs. I realize that certain consti
tutional questions may arise in this limi
tation on expenses for political campaign 
activities, but I believe the issue ought to 
be raised and debated because it is in the 
best interests of the voting public and the 
candidates themselves since it would re
sult in a reduction in campaign costs and 
would keep the politicians from engaging 
in exhaustive, lengthy campaign that can 
sometimes become downright boring to 
the American people. 

Dm·ing the hearings on S. 372, concern 
was expressed over requiring Presidential 
candidates to appear jointly on televi
sion or radio. It was expressed, however, 
that "confrontation" or "debate" be-

tween the candidates seemed to be the 
most effective and desirable manner to 
discuss important campaign issues. 

Some form of joint participation is, I 
believe, the most effective way of attract
ing .;he audience and getting the issues 
before the people. I just do not feel a 
man or woman ought to run for the pres
idency and then be allowed to duck the 
issues, avoid interaction with the op
ponent, and "hide-out" during the cam
paign. Senator PASTORE made the effec
tive point during the .hearings that 
there are rare ins.t~nces where one must 
understand that the character of the sit
uation is such that one of the candidates 
can be put at a serious disadvantage be
cause of· certain peculiar circumstances, 
but I . am most interested in raising this. 
issue for debate. 

It is a complex question, but one, I 
feel, that needs thorough discussion. We 
need to be mindful not only of the free
dom Presidential candidates should have 
to decide how best to present their candi
dacies, but how test to conduct a cam
paign in the best interests of all Ameri
can citizens-how best to be mindful as 
well of their freedom to make a real 
choice between candidates when they 
vote-a choice based in their under
standing of their candidate's position on 
the current issues. 

NOTICE CONCERNING NOMINA
TIONS BEFORE THE COMMITTEE 
ON THE JUDICIARY 

Mr. EASTLAND. Mr. President, the 
following nominations have been re
ferred to and are now pending before the 
Committee on the·Judiciary: 

Thomas K. Kaulukukui, of Hawaii, 
to be U.S. Marshal for the District 
of Hawaii for the term of 4 years. 
(reappointment) 

Edward J. Michaels, of Delaware, to 
be U .S. marshall for the district 
of Delaware for the term of 4 years. 
(reappointment) 

On behalf of the Committee on the Ju
diciary, notice is hereby given to all per
sons interested in these nominations to 
file with the committee, in writing, on or 
before Monday, July 30, 1973, any rep
resentations or objections they may wish 
to present concerning the above nomina
tions, with a further statement whether 
it is their intention to appear at any 
hearing which may be scheduled. 

NOTICE OF HEARING ON THE 
MICRONESIAN CLAIMS ACT 

Mr. JACKSON. Mr. Presitlent, I wish 
to announce for the information of the 
Members of the Senate and other inter
ested persons that the Subcommittee on 
Territories and Insular Affairs has sched
uled an open hearing for August 3, 1973, 
on H.R. 6628, to amend section 101(b) 
of the Micronesian Claims Act of 1971 to 
enlarge the class of persons eligible to re
ceive benefits under the claims program 
established by that act. 

This hearing will be held in room 3110 
of the Dirksen Senate Office Building 
and will begin at 10 a.m. on that day. 

Anyone wishing to testify or submit a 
statement for the record in connection 



July 23, 1973 CONGRESSIONAL . RECORD-SENATE 25323 
with this legislation should so advise the 
Interior Committee staff. 

NOTICE OF HEARINGS ON BILLS TO 
CODIFY, REVISE, AND REFORM 
THE FEDERAL CRIMINAL LAWS 
Mr. McCLELLAN. Mr. President. I wish 

to announce for the information of the 
Members and the public that the Sub
committee on Criminal Laws and Proce
dures will hold open hearings on July 25 
and 26, 1973, to continue the study of S. 1 
and S. 1400, bills to codify, revise, and 
reform the Federal criminal laws. 

The hearings will commence at 10 a.m. 
on July 25 and 11 a.m. on July 26 in room 
2228, Dirksen Senate Office Building. 
Subjects to be covered on these days 
include insanity defense, scheme to de
fraud, coercion, Indian law, sentencing 
practices, business law, death penalty, 
abortion, and corrections. 

Additional information on these and 
further hearings Is available from the 
staff in room 2204, Dirksen Senate Office 
Building, telephone 202-225-3281. 

ADDITIONAL STATEMENTS 

EDDIE RICKENBACKER 
Mr. BUCKLEY. Mr. President, the 

death of Eddie Rickenbacker cernes as a 
great shock to all Americans and to all 
those who love freedom. He was a gen
uine American hero, a man who graced 
every area of life he entered into, from 
his early days as a champion race car 
driver, to his amazing exploits as an 
"ace" in the skies over France in World 
War I, to his outstanding record as a 
leader in the aeronautics industry. His 
courage was legendary, as was his out
spoken love of our country. Perhaps we 
can best appreciate what he meant to 
this country by reviewing his life and 
asking ourselves this simple question: 
Where are the Eddie Rickenbackers of 
today? 

Eddie Rickenbacker was a unique 
American hero. The phrase "a legend in 
his own time" seems to have b~ created 
for this great American. But perhaps 
more important than his diverse and out
standing record of accomplishment is 
the underlying quality of character that 
transformed all he ever undertook. He 
believed in the American dream when 
others derided it and he believed in it 
because he had made it come true in his 
own life. 

Whether he was engaged in a dogfight 
with enemy planes in World War I or 
surviving the ordeal of exposure in an 
open raft in the Pacific Ocean in World 
War II, the great fighting spirit of the 
man was always present. Along with his 
great spirit was an undying faith in 
God, faith in country; a faith we need 
more than ever today when it has be
come fashionable in the many circles to 
deride the virtues and beliefs he sym
bolized: an unabashed patriotism, self
reliance, a principled integrity, 'a deep 
sense of duty as soldier and citizen, and 
that tenacious courage he always dis
played in the discharge of his respon
sibilities. 

I plan to say more about this great 
American. But on the day of his death I 

want the record to show that America 
has su1Iered a great. and irrevocable loss. 

DETENTE: . SOME REASSESSMENTS 

Mr. JACKSON. Mr. President, as the 
Congress considers the Issues that bear 
directly on Soviet-American relations, 
nothing is more important than a bal
anced assessment of recent developments 
in this area. In the past several weeks, 
many articles and editorials have ap
peared which analyze the results of re
cent Soviet-American negotiations and 
which ask whether these negotiations are 
proceeding in accordance with the prin
ciple of reciprocal advantage. For we 
need genuine cooperation-genuine de
tente. And genuine detente must be a 
two-way proposition that serves the in
terests of both sides. 

I have gathered a sampling of recent 
comment for reprinting in the RECORD. 
There is no unanimity of opinion, but the 
considerations raised by these writers are 
helpful points of departure for evaluating 
the cw·rent management of East-West 
relations. 

I ask unanimous consent to have these 
articles printed in the RECORD. 

There being no objection, the articles 
were ordered to be printed in the RECORD, 
as follows: 
[From the Washington Post, May 25, 1973] 

DETENTE AND HuMAN RIGHTS 

(By Stephen S. Rosenfeld) 
"People in both of our countries will be in

terested, I am sure, to see and listen to the 
best works of literature, music, theater and 
fine arts of the country." 

-Leonid Brezhnev, May 21, 1973. 
The Soviet leader, speaking in Bonn, has 

rarely uttered truer words. People in Ger
many and elsewhere are indeed interested in 
the Soviet Union's best creative works, and 
many Russians are similarly interested in the 
best works of the West. 

But Mr. Brezhnev fudged. He skipped men
tioning that his government does everything 
it can to ensure that the best Soviet works
"best" by every measure but its narrow 
own-are kept from Soviet as well as foreign 
audiences, and that the best Western works 
are kept out of the Soviet Union, too. 

There is no indication the Kremlin is com
ing to feel that international relaxation and 
Soviet power now make it safe to let Soviet 
creative artists decide for themselves what 
they wish to create or to let Soviet audiences 
decide what they wish to read and hear. 
Westerners might imagine such a policy 
change would fiow logically from detente. 
The Kremlin evidently sees it as a threat to 
its own power. 

For all that Mr. Brezhnev and other spokes
men indicate that the Soviet Union is assum
ing its proper place in the company of cul
tured nations, their determination to keep 
closed the eyes and ears and minds of their 
subjects may even have been strengthened by 
fear of the internal unraveling effects of de
tente. Foreign radio broadcasts are still 
jammed; KGB heavies still shepherd Soviet 
groups traveling abroad; Solzhenitsyn goes 
unpublished and demeaned in his own land. 

This is, of course, old stuff. What is new 
is the reaction some Westerners now get when 
they point it out. They are told in effect that 
such reminders of the reality of Soviet life 
are relics of the cold war, and that the cause 
of detente is too precious and fragile to bear 
such reminders, even if they are true. 

The copyright issue is a current case in 
point. The Russians had never signed the 
"Universal Copyrigb,_t . Convention" (UCC), 
ohoosing instead sin:iply to pirate the works of 
foreign authors. Last February, under Amer-· 

ican prodding, they agreed to sign; the ef
fective date is Sunday. Cheered at first to find 
the Russians finally deciding to play by the 
international rules, some foreigners soon 
awoke to the possibility that Soviet omcials 
would abuse the UCC to block foreign publi
cation of unauthorized literature. 

McGraw-Hill's Curtis G. Benjamin visited 
Moscow in April and, on his return, told Pub
lishers Weekly, "As expected, we found Soviet 
officials annoyed by the several speculative 
stories that have appeared in the American 
press"-storles on the theme that by Joining 
the UCC, the Kremlin opens to itself new 
possibilities of extending internal censorship 
to all countries adhering to the UCC. Mr. 
Benjamin added that it makes little sense to 
argue that the main Soviet motive for ad• 
bering to the UCC is to further suppress dis
sident writers. 

No doubt it does make little sense for an 
American publisher who hopes to do business 
with the Soviet Union to so argue. But this 
does not prevent others from noting that in 
the name of the needs of the time and inter
national good manners, the United States is 
being asked to condone a Soviet gambit that 
is anathema to anyone concerned with ar
tistic integrity and the other broader pur
pose of the UCC. 

Many Americans, to be sure, fear that if 
the United States presses "too much" on 
such human right issues-copyright, artists, 
dissenters, nationalities, emigration and so 
forth-then further political improvements 
will be jeopardized. Naturally Soviet omcials 
cultivate tpis fear when they can. 

In the West, moreover, it is always ami
nority which is interested in any particul~r 
human rights issue, and that minority is al
ways under at least a tacit burden to show 
that its concern will not undermine the 
"larger" cause. This can seem unjust and un
feeling to those supporting a particular issue, 
but it is a fact of political life. 

My own view is that it is not only wrong 
but politically unjustified to shy away from 
human rights issues out of apprehension over 
the impact on political ties. The Soviet lead
ers do not always respond in full or even 
halfway satisfactory measure on human 
rights, but they do respond in some measure. 
They do for the simple reason that they wish 
to reap the considerable economic and polit
ical fruits of detente. 

To ask the ruling Soviet elite to, say. sur
render its power is surely "too much." But 
human rights issues are invariably softened 
before that stark point is reached. No human 
rights issue in sight poses anywhere near the 
bald challenge to the Kremlin that Mr. 
Nixon posed by mining Haiphong. It is only 
reasonable to expect the Soviet Union to ob
serve some of the common decencies of the 
international community it is trying so eag· 
erly to join. 

[From the University of Washington Daily, 
June 18, 1973] 

RUSSIAN SAILORS 

We were visited briefly last week by a 
group of ten Russian sailors whose freighter 
was taking cargo at a Seattle pier. They were 
on a tour of Port City and this campus was 
one of their highlights between Pioneer 
Square and Ballard. Having lost most of the 
Russian we learned as a freshman, our con
versation with the Russians was limited to 
smiles, handshakes and the exchange of press 
cards for Vladivostok city pins. .. 

Pictures were taken, the group left for other 
parts of its tour. When we drove down to the 
dock the next day to see them off, their boat 
had already slipped into the early afternoon. 

The1·e remains from this meeting a feeling 
that, well, it's better to exchange trinkets 
than to .trade threats and lethal hardware. If 
President Nixon and Russia's Brezhnev meet 
soon. to barter over wheat deals, disarmament 
and new bilateral unities-we hope that one 
issue close to this University will be included 
in the discussions. 
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Just last month University Prof. Edward 

stern invited two Russian physicists to teach 
here in the Fall as visiting professors. But 
last week, as we were shaking Russian hands, 
these two and five other Soviet scientists were 
beginning a hunger strike directed against 
their government's obdurate and criminal de-
nials of exit visas. · 

Each of them has been stripped of position 
and salary, and each has been denied the 
right to emigrate to Israel. By requesting 
what must be an honest freedom, these seven, 
because of the valuable knowledge which they 
hold, wait hapless and unproductive for an 
easing of tyranny. 

There is a scene in "The Hunchback of 
Notre Dame" where Charles Laughton, as 
Quasimodo, saves the fair-skinned Ezmarelda 
from death at the hangman's noose. Laugh
ton gurgles an ugly "Sanctuary!" as he sweeps 
her to safety, befuddling the lust of a despot. 
So has Nixon the opportunity to find a niche 
in liberty's church. 

[From the Evening Star & Washingt on 
Daily News, Jun·e 21, 1973] 

Di:TENTE MusT BE A Two-WAY PROPOSITION 

(By Crosby S. Noyes) 
At this stage of the summit meeting be

tween President Nixon and Soviet Party Sec
retary Leonid Brezhnev, we still do not know 
the scope and importance of the agreements 
that ·may be reached. We do know, however, 
the essential fact ' that the meeting is de
signed to dramatize. 

The United States and Western Europe 
it seems, are embarked on an irreversible 
course toward detente with the Soviet Union 
and · no one, including the Russians, seems 
to know what lies at the end of the road. So 
far as the West is concerned, even the most 
general objectives still are undefined. 

The necessity for the move almost always 
is explained in negative terms. The alterna
tive, it is said, is an indefinite continuation 
of the cold war-meaning, presumably, vocal
iZed antagonism in terms of propaganda, 
strong ideological tension, the active prose
cution of conflicting interests in various 
parts of the world and a continuing arms 
race. 

Stated in these terms, the alternative of 
detente seems obviously preferable, almost 
regardless of what it is. The lowering of 
voices and tension is accepted in itseU as a 
good thing. It is assumed that the more we 
talk with each other, the less dangerous the 
conflicts of interest will become. It is hoped 
that in time, agreements can be reached 
that serve the mutual interests of both coun
tries, including, notably, an agreement on 
strategic weapons systems. · 

The validity of these assumptions depends, 
of course, on the extent to which they are 
shared by the Soviet leaders. And the evi
dence on this score is not entirely reassuring. 

The Russians, indeed, talk a good deal 
about the need for "peaceful coexistence" 
with the West, but not very much, if at all, 
about the relaxation of tensions. Indeed, it 
has been made clear in all recent Soviet 
pronouncements on the subject that the 
renunciation of war as a means of attaining 
national objectives should intensify the ideo
logical conflict between the "Socialist" and 
"capitalist" communities. Whatever tempo
rary agreements of convenience may be 
reached, it by no means implies an end to 
~he .inherent antagonism between the two 
systems which is accepted by every Com
munist leader as an enduring reality. 

So there is another, somewhat more hard
boiled interpretation of the current detente 
with Russia and the reality behind the sum
mit talks now in progress. Its chief proponent 
is Sen. Henry M. Jackson, D.-Wash., who is 
denounced by some as the last of the cold 
warriors and judged by others to be one of 
the few public figures who are making n1uch 
sense at this point on a number of important 
issues. 

The Jackson thesis is quite simple. · .The 

Russians, he says, are not seeking closer rela
tions with the West because they have sud
denly turned amiable, but rather becaUse 
they are in serious trou~le. The Soviet econ
omy is in critical con'dition, with severe 
shortages in niany important areas, includ
ing food supplies. 

In their new contracts with the West, the 
Soviet leaders are· seeking things which they 
desperately need: increased ·trade, including 
large amounts of food grains; scientific 
know-how and technology for the improve
ment of their industrial plant and money -for 
the development of their resources in raw 
materials. They want these things, further
more, on the best terms they can get, prefer
ably heavily subsidized by American taxpay
ers, as in the case of the recent wheat deal. 

Jackson is not saying that· the United 
States and other Western countries should 
not do business with the Russians. Indeed, 
he thinks they should, but on terms that are 
less one-sided than they have been in the 
past. He believes, in short, that the Russians 
should be willing to make important conces
sions in a number of areas in return for ad
vantageous-and indeed essential-economic 
exchanges. 

One notable example is the second round 
of the Strategic Arms Limitation Talks which 
now are in progress. The first round, com
pleted in the course of Nixon's visit to Mos
cow ast year, represented a victory for the 
Russians in the form of a substantial nu
merical advantage in missiles and missile
carrying submarines. In phase two of the 
SALT negotiations, Jackson believes, the 
United States should hold out for a rough 
numerical parity with the Soviet Union in all 
forms of nuclear weaponry, preferably at 
somewhat reduced levels. 

Other concessions include the coming 
negotiations on mutual force reductions in 
Central Europe and-most important in 
Jackson's view-the freedom of Soviet Jews 
to emigrate to Israel. The essential point that 
the senator makes is that a detente with the 
Soviet Union, to have any real meaning in 
Western terms, must be a two-way proposi
tion which serves the interests of both sides. 
This is the yardstick· against which the re
sults of the Nixon-Brezhnev meeting should 
be judged. 

[From the Wall Street Journal, June 21, 1973] 
CELEBRATING DETENTE 

Leonid Brezhnev comes to the United 
States 9.$ the living symbol of Soviet-Ameri
can detente, and the public side of his visit 
has been one long celebration of a new era 
of eased tensions. While we are quite willing 
to join in the festivities, we do not think 
the celebration should be an uncritical one. 

Unquestionably the new spirit of accom
modation Chairman Brezhnev and President 
Nixon have built is an accomplishment of 
major importance to the world. Apparently 
it is more important than even Watergate in 
the eyes o:f .the Senate leadership and the Er
vin committee, which has postponed its pub
lic hearings because of the Soviet leader's 
visit. It is certainly true that if actually 
achieved, a web of enduring understandings 
between the United States and the Soviet 
Union could achieve one of mankind's 
dreams, a world withou1; war, or at least with
out major war, for a long time to come. 

Despite all the atmospherics of summitry, 
though, it remains terribly difficult to judge 
whether such a web of understandings is in 
fact being built. It is of course possible to 
view the products of Mr. Nixon's detente as 
the foundation of something lasting, as the 
first steps in making peaceful negotiation the 
accepted and natural method of resolving 
Soviet-American differences. Unfortunately, 
it is equally possible to view the concrete re
sults as a series of offers even the most malev
olent Soviet leadership would acept as 
short-run victories. 

The strategic arms agreement, for example; 
allows the Soviet Union to ·retain its numerl-

cal lead in land-based mtssnes while match
lrig ·and ·then ov~rcomm.'g tb,e prese~~ Amert-:
Cf!.n l~ad _.lri stibmar~e. misSiles. It also p~~ 
v~nts th~ u.~. f:ro~ . ~xplo1t1ng its lead in 
antimis~Ue technology', and if the Sovie~ 
can catch up in multiple-warhead tech
nology, where their deficiencies leave th~~ 
at a qualitative disadvantage, they might 
be capable of wiping out the American Min
uteman force with a surprise atta~k. There 
are plenty of reasons beyond a thirst _for 
good relations to explain Soviet enthusiasm 
for this agreement. 

The wheat sales are similarly dispropor
tionate. The Russians, faced with crop fail.,. 
ures and a serious food shortage, managed 
to buy up a major share of the Americ~~on 
wheat crop at guaranteed prices, in some 
cases even subsidized by the American gov
ernment. The Soviets are walking away w~th 
their grain, using it to avoid a crisis in their 
society, and the American housewife is foot
ing the bill through higher prices resulting 
from reduced supplies. 

Now we are faced with the possibility of 
natural gas deals, no doubt one subject of 
the Nixon-Brezhnev talks. American compa
nies have already begun serious planning on 
how to tap Siberian fields to help with the 
American energy crisis, and up to a point 
this may be all to the good. But apparently 
the Russians have even larger plans, depend
ent on credits now to be paid off with gas 
later. Even ignoring the potential for danger 
in speculating on future political attitudes, 
we wonder whether U.S. money and resources 
could be more wisely employed to develop 
clean and efficient ways to use the vast 
American reserves of coal, an even larger 
store of potential energy than the Middle 
East's c.oveted oil. 

The pattern seems to be trading short-run 
specifics for long-run hopes. The notion 
might be put as giving the Soviets enough 
bait to bring them into today's deal and 
then tomorrow's, in the expectation that as 
they get hooked on the habit they will be
come less demanding negotiators. If it works 
the costs will not matter; most of them are 
only money. But for our part, we very much 
doubt that any truly enduring relationship 
can be based on a series of unequal bargains. 
If detente is to last, it seems to us, it will 
have to be based on true reciprocity. 

We are all for pushing ahead with the 
detente that has been started; we see no 
other way for a lasting solution to the prob
lem of nuclear war. But we are also for push
ing harder against Mr. Brezhnev and his 
comrades; the fate of Senator Jackson's Sen
ate-approved resolution calling for equality 
in intercontinental weapons in the ongoing 
SALT ll negotiations is perhaps the best 
single test of whether the Americans push 
and the Soviets respond. 

Only after such a test will we learn 
whether the Soviets are in fact 1nteres~d in 
detente for its own sake, and are accordingly 
willing to bargain on the basis of equality. 
And only then will we know whether this 
week's celebrations are fitting or premature. 

[From the Worcester Telegram, Worcester, 
Mass., June 23, 1973) 
BEYOND THE BUBBLY 

Americans are basically a friendly and 
trusting people, so it is relatively easy to get 
carried away with the atmospherics of the 
Nixon-Brezhnev summitry. Still, pomp and 
circumstance shouldn't- be confused with 
substance. The big smiles on the Communist 
chief's face may not be prompted by his 
genuine fondness for his new capitalist 
friends alone. 

Encouragingly, some sober voices tend to 
filter through the sound of the 21-·gun 
salutes; One belongs· to Sen. Henry Jackson; 
an advocate of equal U.S.-Soviet trade. 

He wisely real1zes-'that the Russians need 
us more than we·need ·.them; Brezhnev simply 
must have American··ec'onomic and te'chho_. 
logical assistance to: fUlfill some · of his ·re'-
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gime's promises. Bec~use the list of goods 
the Soviets may offer in exchange for our 
help 1s very short-even if we include energy 
8ources-it 1s not unreasonable to expect 
political concessions as part of the deal. 

Sen. Jackson is calling for equality in in
tercontinental weapons in the ongoing SALT 
II negotiations-something SALT I failed to 
guarantee. And he suggests that this country 
Withhold "favored nation" privileges from 
Russia until the Kremlin revises its inhuman 
and op-pressive emigration policies. 

Indeed, a true nuclear parity 1s essential
despite the Brezhnev-Nixon declaration call
ing for talks that might lead to a ban on 
offensive weapons. Existing missiles are much 
more tangible than promises of future ac
cords. 

The emigration issue is equally valid. 
World War II was fought, to a large degree, 
to defend the right of self-determination, 
and the same principle has been the focal 
point of the Indochina conflict. After World 
War II, a United Nations legal panel in
vestigated the emigration question, conclud
ing that the free and unrestricted movement 
of individuals is the most basic of natural 
laws. 

Despite the argument that "whether the 
Russians let the Jews and other minorities 
go is an internal matter," freedom is a uni
versal concern. If the so-called free world 
abandons all concern for the oppressed mi
norities, everybody's liberty may be soon en
dangered. 

SALT and emigration are only a couple of 
many possible tests of whether the Soviets 
really altered their long-range goals. If they 
have, they should not hesitate to listen to 
reason. 

So far, the detente pattern seems to be 
trading short-run specifics (American grain, 
missiles, easy credit and computer know
how) for long-run hopes (Russian gas and 
good will). We ought to do better than that. 
We ought to achieve reciprocity. 

True, handshakes are better than threats, 
and a smiling Brezhnev is preferable to a 
menacing Stalin or a shoe-wielding Krush
chev. A truly enduring relationship between 
the two super-powers would be in every
body's interest. But it cannot be based on 
banter and bad bargains. 

[From the Economist, July 7,1973] 
IF You THOUGHT THE WALL WAS DOWN, LOOK 

AGAIN 

Robert Frost once reminded the world, in 
a well-known poem, that something there is 
that does not love a wall. At Helsinki this 
week the division between those who like 
walls and those who do not emerged as the 
main feature of the meeting of 35 govern
ments, known to the world as the Conference 
on Security and Co-operation in Europe and 
to its Finnish hosts, briefly, as Etyk. Presi
dent Urho Kekkonen struck the keynote in 
his opening address of welcome when he cited 
a modern Finish aphorism: one obtains 
security, said Mr. Kekkonen, not by building 
:fences but by opening gates. 

The Finlandia hall, Helsinki's new pride 
and joy, was designed by Mr. Alvar Aalto for 
both concerts and conferences, and although 
there are inevitably quips circulating about 
this week's assemblage of foreign ministers 
being a riew concert of Europe (and although 
some local Sibelius devotees complain about 
the acoustics) the building is in some ways 
better adapted for music than for diplo
macy. To reach the podium on Tuesday the 
Finnish president found he had to teeter 
along a rather narrow ledge at the side of 
the stage. As ever, Mr. Kekkonen kept his 
balance. As ever, his success in doing so was 
observed with relief and admiration by Fin
land's western well-wishers. 

But his open-gate doctrine was promptly 
spurned by Mr. Gromyko who, making the 
first of the inescapable series of 35 ministerial 
speeches that are grinding on through the 

soporific stickiness of a very hot Helsinki 
week, managed to sound like a verbose cousin 
of Robert Frost's stubborn New England hill 
farmer-the one who said so curtly that 
"Good fences make good neighbors". The So
viet foreign minister's long oration was a 
tedious reprise of old tunes, even including 
a reference to Potsdam. One would not have 
been surprised to hear him evoke Metternich 
or Tsar Alexander, for his theme was the 
nailing down of the established European 
order and no nonsense about such disturb
ing things as freedom for Europeans to swap 
ideas. It was in fact the west German foreign 
minister, Herr Scheel, who finally evoked the 
Congress of Vienna, by quoting Talleyrand's 
judgment: "Too frightened to fight each 
other, and too stupid to agree". 

In Mr. Gromyko's speech a:nd in the Polish, 
Bulgarian and east German echoes that duti
fully followed it, the walls that Mr. Valerian 
Zorin had doggedly defended in the long 
talks that preceded this meeting were built 
up all over again. A grudging acceptance of 
the necessity for a tightly controlled amount 
of "contacts between institutions, organiza
tions, and people" (a singularly revealing 
order of priorities) was heavily qualified by 
insistence that Europeans must have no deal
ings with each other except on the basis of 
"strict observance of each state's laws and 
customs". 

This would all have been depressing news 
if it had been news. The governments of 
democratic Europe-both allied and non
allied-approached this week's meeting, the 
formal first stage of a conference that will 
go on for months, well aware that it will go 
on for months, well aware that the only 
chance of getting the Russians to open any 
gates will be to nag away at them during 
the long committee sessions that are to be 
held at Geneva through the winter. The 
present signs are that they will keep up this 
nagging without flagging. 

Their basic points were well stated by the 
first western speechmaker at Helsinki, Mr. 
Anderson, the Danish foreign minister. The 
time is long past, he said, for '"mere declara
tions of goodwill" (which are all that the 
Russians are offering). Real results in terms 
of more freedom of movement and informa
tion are, he went on, essential for the suc
cess of the conference in terms of both se
curity and co-operation; this kind of prog
ress could "make detente a living reality, 
not just a lofty subject for .congratulatory 
statements". When Mr. WUliam Rogers, the 
American Secretary of State, spoke on 
Thursday he deliberately tried to assuage 
any unspoken fears that America and Russia 
would try to settle everything over the heads 
of the others. It needed saying. 

So the long haul is on. What might once 
have provided a dramatic opening chord for 
this concert of Europe-the east German 
government's international debut-has been 
muted. Accepted as participants without 
argument or excitement, the east Germans 
found themselves at once drawn into pro
cedUral tangles of a kind that gave them 
little chance to play a starring role. Their 
foreign minister, Herr Otto Winzer, was 
taking his turn to preside when Mr. Do:p1 
Mintoff, Malta's prime minister, captured 
the spotlight on the opening day by pressing 
his demand for guest appearances by Alger
ian and Tunisian spokesmen. After one 
hour's delay the Maltese proposal was 
shunted into a special committee. But the 
episode brought forth the suggestion that 
this conference, which as yet has no pic
torial symbol, might fitly choose a Maltese 
Cross. 

[From the Los Angeles Times, July 7, 1973] 
.DETENTE AND NATO 

(By Joe Alex Morris, Jr.) 
BaussELs.-Outside the sprawling head

quarters of the North Atlantic Treaty Orga
nization here stands a huge bronze sculpture 

representing the four-pointed symbol of the 
alliance. Birds are nesting in it. They are 
neither doves nor hawks but their busy and 
aimless presence is wryly noted by NATO 
officials, who are increasingly looking at 
their own role as one of inconsequential flut
tering in a world of changing relationships. 

This feeling has been growing for a long 
time, not only at NATO but throughout 
Europe. It was capped by the visit of Soviet 
leader Leonid Brezhnev to the United States 
and the agreement on the "Prevention of 
Nuclear War" he signed with President 
Nixon. 

Despite American assurances to the con
trary, many European leaders are concerned 
that the growing American-Soviet coopera
tion is eroding the basis of the Atlantic 
Alliance. French Foreign Minister Michel 
Jobert said the danger is "a condominium of 

· superpowers." ' 
NATO officials were caught by surprise · by 

the nuclear agreement. They were not con
sulted beforehand, as the Americans were 
pledged to do, and were only informed of the 
impending agreement a mere six hours be
fore it was announced. This despite the fact 
that the so-called "nuclear umbrella" is the 
keystone of NATO defense strategy. 

This budding partnership of the U.S. and 
the Soviet Union has led to new doubts and 
questioning in Western Europe. An Amer
ican here described it as a "tremendously 
volatile" situation, in which the European 
allies worry about American intent, and 
doubt American credibility. 

Lujo Toncic-Sorin, the Austrian general 
secretary of the Council of Europe in Stras
bourg, warned that U.S.-Soviet cooperation 
could lead to "a new Yalta." This was a ref
erence to the historic wartime meeting in the 
Crimea where Roosevelt, Stalin and Churchill 

· settled the fate of post-war Europe. 
Europeans are-looking at the nuclear agree

ment in this light. They see the U.S. and the 
Soviet Union setting themselves up as,' to 
use Jobert's phrase, a super-power con
dominium exercising their paternal in
fluence to keep the world in order. The result 
they fear is increased pressures from within 
for a more neutralist policy to replace the 
Atlantic Alliance. 

NATO officials are puzzled by the Ameri
can role in two major efforts toward inter
national detente now going on-the European 
Security Conference which opened July 3 and 
the negotiations on troop reductions in Cen
tral Europe, which are scheduled to start on 
Oct. 30 in Vienna. In preparations for the se
curity conference, one delegation head here 
said the Americans played the role of "a. 
friendly observer. They did not lead the 
West." 

The same official said the Americans were 
so anxious to get troop reduction talks start
ed before Congress orders a unilateral cut
back in American forces in Europe that they 
were ready to give away the principle of a 
"balanced" reduction on both sides. This is 
sharply contested by Americans here, who 
say the intent of balance is still alive. But 
the word itself was dropped at Soviet in-
sistence. ' 

Other recent developments on the AmerJ.
can side have added to this concern. Presi
dential adviser Henry Kissinger, in a recent 
speech, stressed that the U.S. has global in
terests as opposed to the regional interests 
of Europe. To some Europeans, he seemed to 
be relegating Europe to the status of the 
Mideast or Vietnam, an important part of 
the world but only one of several insofar as 
American strategy interests were concerned. 

What the Europeans fear is the reaction at 
home to these signals, however cloudy, of big
power collusion and a decreasing credibility 
of American security guarantees. This con
cern focuses on West Germany, where the 
temptation to make a private deal With the 
Soviet Union at the expense of the alliance 

, 1s growing with the expansio_n o_f Ch~cellor 

. 
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Willy Brandt's Ostpolitik, or growing friend
ship with the Communist world. 

Brandt denies this. But there is growing 
pressure in this direction within his Social 
Democratic Party. 

NATO'S problems have been around a long 
time. The question worrying NATO leaders 
is whether this new concern about the Amer
ican commitment will spur the other NATO 
nations into greater etrorts on their own be-
half, to take up the slack in the balance of 
power they fear as the result of U.S. domestic 
problems and the growing detente with the 
Soviet Union. There is little optimism here 
on this. score. Instead, the talk is of Finland
ization spreading into Central Europe, with 
the Soviet Union and Its massive superiority 
in conventional arms playing an increasingly 
dominant role in the geopolitical power game. 

In· an era of detente, in which the U.S. and 
the Soviet Union assign themselves the role 
of joint referees of the game, some respon
sible Europeans feel it could happen here. 

[From the Washington Post, July 11, 1973] 
FREE COMMUNICATION AND DETENTE 

The debate over whether to continue in a 
new and public form Radio Free Europe and 
Radio Liberty, the formerly CIA-run stations 
broadcasting to East Europe and the Soviet 
Union, crystalizes a basic issue of "detente." 
Does that goal require the United States to 
alter old practices simply because the Soviet 
Union objects to them, or does "detente" per
mit or require the United States to take cer
tain steps which it may conaider right and 
essential. even though Moscow objects? The 
RPE-RL question is made all the sharper by 
the :fact that people who agree on the gen
eral deslrab111ty of improving East-West rela
tions are on di.fferent sides of it. Senator J. 
William Fulbright (D-Ark.), for instance, has 
long regarded the stations as "irritants" and 
"relics of the cold war." But in hearings on a 
bill to put RFE and RL on a new independent 
footing, the stations have been supported by 
the likes of elder statesmen Averell Harriman, 
writer David Halberstam, and Milton Eisen
hower. who chaired a presidential commis
sion set up to study the stations' usefulness 
in these times of Soviet-American change. 

we are persuaded that the stations are 
now, in a. sense. more important than ever. 
They operate essentially as "home services.'' 
providing news and comment that Soviet
bloc governments withhold from their own 
people. In so doing, RFE and RL express the 
fundamental Western values of free and open 
communication-values which it would be a 
travesty to deny in the na.Ine of improving 
relations with a totalitarian society. It is not, 
after all, as though anyone in Russia or East 
Europe is forced to listen to RFE or RL 
broadcasts. For the United States to join 
the governinents of those countries in cen
soring the material available to their citi
zens should be :regarded as unthinkable. 

Moreover, to the extent that the growth 
and expression of public opinion are possible 
in the Soviet bloc, RFE and RL play an un
deniable lf hard-to-measure role. The.guidlng 
assumption is that public opinion in those 
countries will almost always be a liberalizing 
and moderating force on their regimes, 
strengthening the hands of those in the 
leadership who wish to pursue humane do
mestic goals. Of course the broadcasts 
amount to interference in the domestic af
fairs of the countries receiving the broadcasts 
but, we would argue, it is interference of a 
perfectly legitimate sort--no less legitimate 
than, say, Leonid Brezhnev's meeting with 
the Senate Foreign Relations Committee. The 
potential political "cost-benefit ratio" of ra
dio broadcasfis a.s against defense expendi
tures surely makes the radios an excellent 
speculative investment. 

A purposeful effort has been carried for
ward in recent- years to purge RFE and -RL 
of ·the more violent. exile elements respori.si
ble for incitement to revolt and other ex-

cesses for which the broadcasts were forxnerly 
all too well known. That these stations now 
operate in public view, not under CIA cover, 
makes the necessary task of ongoing surveil
lance all the easier. In the Congress, the 
House has authorized $45 Inillion of a re
quested $50 million for RL and RPE. In the 
Senate, the relevant bill ls in the Foreign 
Relations Committee; opponents of the sta
tions. while they may lack the votes to kill 
them altogether, may be able to enforce a 
severe budget cut.. We trust that floor majori
ties in both houses will have enough under
standing of the value and utility of free 
communication to fund RFE and RL at an 
etrective level. 

[From the New York Times. July 11, 19731 
HAsTE XN EAsTERN EUROPE 

The rather synthetic good fellowship and 
less than fully credible mutual cordiality 
tl:lat President Nixon and Leonid I. Brezhnev 
exhibited toward each other during the lat
ter's visit here last. month are apparently 
symptoms of a contagious diplomatic dis
ease. At any rate Secretary of State Rogers 
seems to have developed a similar syndrome 
in his recent cont&c.ts with the two most un
savory of Moscow's satellites, East- Germany 
and Czechoslovakia. 

In Helsinki last- week Mr. Rogers discussed 
possible diplomatic recognition with East 
Germany's foreign minister. Mr. Rogers at 
least. had the grace to be embarrassed about 
the necessity of making this approach pub
lic. and claimed unconvincingly that the 
conversation had taken place because the 
two men sat near each other at a diplomatic 
dinner. East Germany. after all, is the coun
try which is stlll given to murdering its citi
zens when they try to escape, say over the 
Berlin Wall from East to West Berlin. 

East Germany, it is also worth remember
ing, is now legally recognized as one of the 
two successor states to the Nazi Germany 
ruled by Adolf Hitler. As such it shares a 
good part of the responsibllity for the crimes 
and damage inflicted by the Nazis upon their 
victiins, among whom the Jews of Europe 
were tragically prominent. West Germany 
long ago recognized its responsibllity in this 
area and voluntarily paid substantial repa
rations to Israel and individual Jewish vic
tiins. East- Germany has still not. seen fit to 
pay a. penny or a. kopeck toward meeting its 
heavy share of the debt for Hitler's crimes 
against the Jews. 

From Helsinki, Mr. Rogers flew to Prague, 
thus becoming the first American Secretary 
of State to visit there since the 1948 coup 
that instituted the Communist dictatorship. 
Mr. Rogers was warmly enthusiastic about 
helping "to open a new chapter" in Washing
ton-Prague relations. But the Soviet army of 
occupation that ousted Alexander Dubcek 
less than five years ago stlll holds ultimate 
power in Czechoslovakia. and there is no 
sign that that most abnormal chapter in 
Moscow-Prague relations is about to end. 

[From the Christian Science Monitor. July 
14, 1973} 

DETENTE-WITH. ALL DELIBERATE ALERTNESS 
(By Roscoe. Drummond) 

WASHINGToN.-There is no doubt- that. the 
35-natton EUropean security conference, in
cluding the United States, Soviet Union, and 
canada, ls one of the most. exhilarating and 
promising diplomatic initiatives of this cen
t-ury. 

-It has ta.k.en years. to come and now It- wlll 
be ongoing at a. time when much else is also 
beiilg done to lay the. building blocks of a 
better ·world. - -

It comes at_the right time and is headed in 
the right direction. 

It is_ ambitious in its goal, and its goal is to 
bUry _t~e v~riishing " vestiges o! the cold war. 

~hat's good, but it would be a grave mis
take •to glosS: over the fact that there are still 
deep differences between what the Soviet 

Union wants detente :to mean and what the 
Western nations want detente to mean. 

Soviet Foreign Minister Andrei Gromyko 
said that Moscow wishes detente to produce 
very- limited East-West "human contacts." 
He put the Soviet pOSition in pleasantly 
fuzzy diplomatic language but the thrust of 
his words was amply clear to the Western 
foreign ministers. He said: 

"This (the idea of widening- ·human con
tacts between the Communist and non-Com
munist countries) above all concerns the 
question of respect for the principles of sov
ereignty and nonintervention. A departure 
from this would be rightly considered an at• 
tempt to intervene in the affairs of others. 
This means: strict observance of the laws. cus
toms, and traditions of each other. The So
viet Union will proceed from this." 

Let's parse that a little. What Mr. Gromyko 
is really saying is: 

That the Soviet Union is willing to expand 
CUltural exchange as long as the Western na
tions don't invite visits from Russians whom 
the government wants to keep home. 

That the Soviet Union wants scientific and 
technological expertise in large gobs but 
doesn't want any free flow of ideas and in
formation which can't be effectively cen
sored from the Soviet population. 

That the Soviet Union wants a one-way 
respect for national :frontiers; that is. West
ern Europe must recognize and respect the 
frontiers of the Communist countries in 
Eastern Europe but Soviets may trample the 
borders o! European satellites at will. They 
do not put it that bluntly. but what they 
mean is that nonintervention must control 
Western policy but Soviet intervention in 
Eastern Europe (as in Czechoslovakia 1n 
1968) is just fine and not to be questioned. 

A spokesman :for the Soviet foreign min
istry dealt with this point gingerly and mis
leadingly at Helsinki. He was asked if the 
proposed new guarantee of frontiers would 
prevent a. repetition of the Czech invasion 
and he said no it wouldn't--in these words: 

''In the case of Czechoslovakia there was 
no interference in the internal atrairs but a 
request by the Czechoslovak Government was 
met by the Warsaw Pact_governments to give 
it ald. The question of intervention did not 
arise." 

The Soviet spokesman did not mention 
that Alexander Dubcek, the chief of the 
Czech Government, was waylaid and kept 
prisoner by the Soviets until others in 
Prague, obedient to Moscow, could call for 
the Red Army to come in and rescue them 
from their own leaders. 

These differences may not prevep.t the con
ference from making some further headway 
in dissolving the causes of the cold war. 
Much has already been done. But the Foreign 
Minister of West- Germany, Walter Scheel, 
wisely pleads that candor would be better 
than obfuscation. 

"If it were to be shown clearly in the course 
of our discussions,'' he said, "that the gap 
between our views is stlll too wide, then I 
think it would be a dictate of honesty to say 
say so unambiguously." 

Robert Conquest. the British Sovietologil!t, 
contends that the basic arm of Chairman 
Brezhnev .. is to secure the diplomatic and 
technological fruits of detente while intensi
fying ideological and national repression 
within the Soviet bloc.', 

Detente will come-in stages-and it will 
be best to pursue It with all deliberate alert
ness. 

[From. the Washington Pos~. July 14. 1973) 

MANY U.S. ALLIES WOlUUED BY RECENT 

SUMMIT 

(By Marilyn Berger) 
A high State De.partmen1; otncial. chal

lenged by ·a West German legislator to ex
plain just what. the United States had gotten 
o~t of the two summits with the Russians, 
had this to say a~ a conf'erence held in Wash
ington recently. 
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"I can cite a number of particular areas ..• 
some specific benefits ... (Before the sum
mit) we couldn't agree on the amount of 
rent--how many rubles-we should pay for 
trade offices and apartment space. We reached. 
agreement on this at the summit." 

Although he was being quite serious, this 
official drew a laugh from an audience of 
Canadians, West Europeans and Japanese. 
But the laughter was uneasy. For to some 
of the audience, this just about summed up 
what good they thought the summit had ac
complished. The damage they believed it had 
wrought became a prime subject for the con
ference. 

The State Department official went on to 
talk about the improved atmosphere and the 
relationship between the two leaders, which, 
he said, should "promote understanding." 
Over and above everything, he said, the 
summit was "part of the process of bringing 
the Soviets into more normal relations with 
the rest of the world." 

This balm did little to soothe the nervous
ness exhibited by the government officials, 
legislators and academicians representing 
some of America's closest allies. The just
completed summit provided a backdrop for 
discussions that were supposed to be devoted 
to "the interactions of trade, monetary, en
ergy and security issues in North American
European-Japanese relations." Concern over 
the impact of the superpowers dealing over 
the heads of the allies, with little or no 
consultation, was an undercurrent of the 
conference, arranged by the Georgetown 
Center for Strategic and International 
Studies. 

The new summit agreements, complained 
Roberto Duccia, a high official in the Italian 
foreign ministry, create superpower con
dominium. But, he said, "I see no oppor
tunity for the United States to operate in 
Eastern Europe while there is a lot of oppor
tunity for the Soviets to operate in Western 
Europe." 

Manfred Worner, a Christian Democrat in 
the West German parliament, was among the 
most outspoken. The shadow defense min
ister, for example, was concerned over the 
new terminology to describe forthcoming 
negotiations on reduction of forces in 
Europe. The word "balanced", which the 
West had always insisted upon, had disap
peared. "I'm not quite sure," he said, 
"that the omission does not mean a substan
tial change in U.S. policy." 

On strategic arms limitations, he com
plained, the allies were not consulted, but in
formed two to three hours before the agree
ment was announced. "If I am to state it 
simply," he summed up, "I cannot see any 
advantages in what you got out of the talks 
with (Leonid) Brezhnew outside of atmos
phere. You accepted parity on the strategic 
level and you have decided to help the 
Soviets in the field of technology and econ
omy. What have you gotten in exchange?" 

When the answer from the U.S. official
who declined to be identified-did not sat
isfy, Etienne Davignon, director-general of 
the political section in the Belgian Ministry 
of Foreign Affairs, tried to give some meas
ure of the impact of the summit in Europe. 

"What is the agreement to prevent nu
clear war" Davignon asked. "Is it a code of 
nuclear conduct for the world. If it's not an 
agreement to manage the world, is it an 
agreement to manage world peace?" These 
issues, he said, were all related to "very 
delicate questions of European integration" 
which he said was at a critical point. "We 
know Soviet Russia is not very favorable to 
European cooperation ln defense. We fear 
the Soviets will use this (agreement) to ex-
plain to Western Europe that there is no 
need for defense." 

At such a delicate time, Davignon argued, 
"consultation is necessary. It is not useful 
to go out and explain that the agreement 
is not very important and won't affect NATO. 

If it's not so important why cannot one tell 
us beforehand." 

Former Under Secretary of State George 
W. Ball, a late arrival at the conference and 
a consistent critic of summitry, said that 
the spectacle of the Brezhnev-Nixon meeting 
makes it difficult for Americans and Euro
peans to hate the Russians. "It makes it 
hard to remember the realities of the power 
struggle, which is still continuing." He said: 
"Brezhnev's public words are indistinguish
able from any American politician's. It cre
ates confusion and a tendency to think that 
the struggle of the past is ended." 

Ball, who supported the administration in 
its 1971 successful effort to thwart congres
sional moves to cut American troop strength 
in Europe, expressed concern that "the sor
did events of the past few weeks" will un
dercut the administration's position this 
year. If the United States cuts its strength, 
West Germany would follow suit, he said, 
"and you can reach a point where the pre
ponderance of strength is on the Soviet side." 
This, he said, would have great political 
impact on Europe. 

"There will be no war in Europe,'' said 
Professor Walter Laqueur. "There will most 
probably not even be a threat of war ... 
Yet Soviet overwhelming strength will make 
itself felt in many ways . . ." 

The theme, repeated over and over at this 
conference, was that the summit and its 
related agreements can interfere with Euro
pean political integration precisely at a time 
when the whole purpose of the Western al
liance has come under question. Klaus Gold
schlag, a senior official in the Canadian for
eign ministry explained the problem of deal
ing with detente today. 

"We are now living with a generation that 
was not present at the creation (of the 
Western alliance) that asks to be convinced 
that arrangements we made 25 years ago 
maintain their validity," said Goldschlag. 
"There is no question that detente . . • 
leads to qu~stioning the use of resources 
for defense. Public opinion questions the 
purchase of power that is largely unus
able. . . . Priorities are different. Now quality 
of life is considered a higher goal and it is 
asked whether there might not be as high 
a return on security through expenditures 
on development as through expenditures on 
defense. 

"Unless we convince some of those who 
were not present at the creation ... that 
there are, in fact, common interests, it 
will be hard to Justify not only defense ex
penditures but the alliance itself." 

A Japanese university professor, Michi
masa Irie, put it succinctly: "The public 
mood in Japan has changed. There are 
no adversaries." 

The problem, said Pierre Hassner of the 
French National Foundation for Political 
Science, is in moving "from cold war to hot 
peace." He told his European colleagues 
that "we shouldn't kid ourselves that we 
will have the same level of (U.S.) troops 
in Europe ... We have to think about how 
to go to the Europeanization of NATO." 

Francois Duchene, director of the Lon
don-based Institute for Strategic Studies, 
saw a "very dangerous trend" in a force cut
back by the West. He called for a "spectacular 
reassertion of relations between the Western 
countries" and for a multilateral fund to 
remove balance of payments issues from the 
stationing of American troops in Europe. 

But even without the troop question, trade 
issues loomed large as an adversary problem 
between the allies. 

While the American Congress is trying 
to develop trade legislation, many of the 
European participants made it clear that 
U.S. negotiators would be in for some tough 
bargaining. Pierre Uri of the Atlantic Insti
tute said that the European Economic Com
munity's common agricultural policy-a 
major target for America~ negotiators-

would have to change because it hurts the 
Europeans themselves. But the Europeans in 
the seats of power saw things differently. 
Dr. Hans Herbert Weber of the West German 
Ministry of Finance replied to Uri: "The 
EEC ministerial council thinks rather along 
other lines . . . they do not think of ways 
of changing variable levies or prices in the 
system." 

A similar attitude was displayed by Rep. 
Jce D. Waggonner (D-La.) who said the 
United States was providing a "free ride" 
for countries like France on defense matters 
which exacerbated an already angry mood in 
Congress that is based on a :oerception of 
not having gotten a fair shake in the 
Kennedy Round trade negotiations of the 
sixties. 

Another aspect of the problem was brought 
up by Weber, "Was it really wise," he asked, 
"for the U.S. to talk about export quotas 
while the EEC was thinking about a (nego
tiating) mandate? In Europe there are al
ready comments to the effect that the Amer
icans don't need to export so much to 
Europe. They have export controls them
selves." 

A main goal of the U.S. negotiators was 
to open European markets to American 
agricultural products. The export controls 
appear to have confused the issue. Rene 
Foch of the EEC delegation to the Organi
zation for Economic Cooperation and 
Development predicted that control of ex
ports would bring an argument within the 
European community. "Are we going to 
rely for purchases on a market which de
pends on the state of agriculture in Russia,'' 
he asked, alluding to U.S. grain sales to 
the Soviet Union. 

The answer, to problems of defense and 
to problems of trade, was more consultation, 
in the view of the members of this confer- . 
ence. The high American official, who got 
the message over and over, provided little 
assurance. "On the question of consulta
tion,'' he said, "all I can say is we do our 
best. We do what we can, what we think 
is appropriate." 

AMENDMENT OF YOUT'FI CORREC
TIONS ACT NEEDED 

Mr. BEALL. Mr. President, recently 
there was an article printed in the Star
News concerning the use of the Youth 
Corrections Act under guidelines estab
lished by the Court of Appeals for the 
District of Columbia. I believe this arti
cle bears out my contention that amend
ment of the Youth Corrections Act is 
urgently needed to prevent its abuse. 
There is no question that when the a.ct 
was first introduced it was intended to 
be used at the discretion of the trial 
judge in cases where he felt the young 
man could benefit from its provision. It 
has now turned into a loophole through 
which the most serious offenders escape 
punishment which would normally be 
imposed on them. I ask unanimous con
sent that a copy of the article be printed 
in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
[From the Washington Star, July 6, 1973) 
COLLEAGUES DESTROYING YOUTH ACT, JUDGE 

SAYS 

Judge George E. MacKinnon accused some 
of his colleagues on the U.S. Court of Ap
peals yesterday of destroying the Youth Cor
rections Act program here by requiring 
judges to sentence "roughnecks and sophis
ticated criminals" to facilities for youthful 
offenders. 

MacKinnon's remarks came in a dissent 
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in a. case in which the majority-chief Judge 
David. L. Bazelon and Judge J. Skelly 
Wright-ruled that a 19-year-old who 
pleaded guilty to charges of armed robbery 
and attempted armed robbery should have 
been sentenced under the Youth Corrections 
Act. 

Under the act, a convicted criminal who is 
less than 22 years old can be given an unde
termined sentence in a federal youth cor
rections facility. 

The convicted person can be released 
whenever authorities feel he has been "re
hab111tated." 

This contrasts with adult sentences under 
which a person must serve a specified mini
mum term in jail. 

Bazelon and Wright vacated the concur
rent adult sentence of two to 10 years• im
prisonment and one to three years• impris
onment which the defendant, Anthony A. 
Riley, had received from District Court Judge 
John Lewis Smith, Jr. in March 1972 and 
ordered that. he be resentenced under the 
youth act. 

The judges held that the adult sentence 
violated recent appeals court rulings requir
ing that youthful offenders under 22 years 
old be sentenced under the youth act unless 
detailed reasons could be given why they 
could receive uno benefit" from such reha
bilitative treatment. 

MacKinnon said in his dissent that Riley 
had an nextensfve criminal record'' dating 
back to 1965, consisting of 13 charges that. 
include petty larceny, housebreaking, dis
orderly conduct, robbery, attempted second 
degree burglary and armed robbery. 

MacKinnon said that "we cannot continue 
to herd hardened criminals (with records 
such as Riley's) with eligible youth offenders. 
To do so hr..rms both the eligible offender and 
the ineligible offender because neither gets 
the treatment and supervision he re
quires.' -Mary Ann Kuhn. 

HARRY SCHWEIKERT RETffiES 
FOLLOWING 25 YEARS OF SERV
ICE TO PARALYZED VETERANS 

Mr. RANDOLPH. Mr. President, as 
chairman of the Subcommittee on the 
Handicapped, I call attention to the re
tirement of Mr. Harry A. Schweikert, 
Jr.-after 25 years of service-from the 
Paralyzed Veterans of Amenca. 

Mr. Schweikert, who is a paraplegic 
himself, has been an inspiration to other 
veterans who are themselves handi
capped. He has been gainfully employed 
and has led an active, dignified, and use
ful life~ He opened the Washington of
fice of the Paralyzed Veterans of America 
nearly a. decade ago; ha.s served this or
ganization in many capacities; and has 
worked closely with the Congress to make 
its Members more aware of and sensitive 
to the problems a.nd needs of handi
capped veterans. 

Harry Schweikert's concern, however, 
does not stop with veterans; it includes 
all handicapped persons. For instance, 2 
years ago Mr. Schweikert developed an 
excellent paper on the right of the handi-
capped traveler to air transportation and 
presented it to the Civil Aeronautics 
Board. It is a document upon which the 
CAB and Federal Aviation Administra
tion could have. based a policy and rule
makings for the travel of handicapped 
persons. Today, CAB and FAA could still 
use Mr. Schweikert's proposal as a basis 
for rulemakinrr. if they will only do so. 

In April of this year he authored an 
article which appeared in Paraplegia 
News and which pointed out that certain 

airlines were becoming more restrictive 
in both attitude and policy toward trans
porting disabled individuals. As a result 
of this article, I took steps outlined in the 
June 12,. 1973, CONGRESSIONAL RECORD. 
which included contacts with the Air 
Transport Association of America and 
the Civil Aeronautics Board to urge a 
speedy resolution of the problems con
cerning the air transportation of handi
capped individuals. Needless to say, it 
was gratifying to learn that FAA had 
issued an advance notice of proposed 
rulemaking on the safety aspects of air 
travel for the handicapped. For those of 
us working in this critical problem area, 
Mr. Schweikert's counsel and assistance 
have been invaluable. If the new FAA ac
tion leads to a national standard. as I 
hope it will. it will be attributable in large 
degree to Harry Schweikert's persever
anceand ability. 

This represents just one small segment 
of Mr. Schweikert's activities. His work 
has encompassed vocational rehabilita
tion and employment of the handicapped 
a well as transportation and architec
tural barrier elimination. It is an under
statement to say that he will be missed~ 
not only by veterans but by everyone who 
is concerned with the rights of the handi
capped. I can think of no more fitting 
tribute to him than to continue his work 
until every disabled man, woman, and 
child will have opportunities equal to 
their peex-s, to live happy, dignified, and 
productive lives. 

MUTUAL BALANCED FORCE REDUC
TION NEGOTIATIONS AND HUN
GARY 

Mr. THURMOND. Mr. President, re
cently the preliminary phase of the Mu
tual Balanced Force Reduction
MBFR-negotiations ended at Vienna 
and the full conference was agreed on 
for October 30, 1973. 

The preliminary phase of the negotia
tions was focused on deciding who the 
participants should be and what forces 
would be included in a future agreement. 

Five NATO powers made a temporary 
compromise which excluded Hungary 
from these talks and reduced her to an 
observer status. The compromise was, 
however, made without prejudice to 
Hungary's status at the main confer
ence, according to NATO spokesman 
Bryan Quarles van Uiford, both at the 
time of the compromise and at the con
clusion of the preliminary talks on June 
28. 

The exclusion of Hungary appears at 
best an unwise maneuver. Any MBFR 
agreement would have a direct bearing 
on the already precarious military bal
ance in Central Europe and the omission 
of 40,000 crack Soviet troops in Hungary 
from the troop reductions would make 
Httle sense. 

This key point was made recently by 
Gen. Lyman L. Lemnitzer, former NATO 
Supreme Commander and former Chair
man of the Joint Chiefs of Staff~ speak
ing at the June 141Uncheon of the Amer
ican Institute on Problems of European 
Unity in Washington, D.C.: 

It is very dlftlcult to understand from a 
military point of view the exclusion of Hun
gary. It is the opinion of many military peo-

ple with whom I am associated that if ac
cepted permanently, Hunga.ry"s exclusion 
would gravely affect the situation in Central 
Europe.. It. certainly does not spell any hope. 
for the satellite countries to achieve a greater 
degree of sovereignty, and particularly it 
would not spell hope for Hungary. It gives the 
Red Army and Red tactical forces a beach
head, or as I would put lt, a sanctuary right 
at the crossroads of Europe where they can 
move forces and equipment. into, and still be 
excluded from the area of an MBFR agree
ment. 

Mr. President, in view of these cir
cumstances. I am joining my colleagues 
in both Houses of Congress in urging the 
administration to stand firm on the tem
porary character of the compromise and 
to use its diplomatic influence to grant 
Hungary the status of a full participant 
so that the Soviet Union forces in Hun
gary will also be included in the pro
jected mutual a.nd balanced force reduc
tion. 

FOOD PRICES 

Mr. RIBICOFF. Mr. President, one 
thing is certain about phase IV. Prices 
will continue to skyrocket. Eggs and 
meat-basic staples in the American 
diet-are quickly becoming delicacies. 
Prognosticators are now predicting that 
beef will soon cost $2 a pound and eggs 
will soar to $1 a dozen. 

The American grocery shopper is reap
ing the dubious rewards of decades of ill
considered agricultural policy. 

The new farm bill now in conference 
will not only aggravate the situation, but 
could lock in a new high cost farm policy 
for 5 more years. In choosing between 
the House bill and the Senate farm bill 
there is no choice at all. They are both 
detrimental to the American consumer 
and the family farmer. 

I urge President Nixon to veto the farm 
legislation when it. comes before him. 

I ask unanimous consent. that an edi
torial from the Sunday, July 21,. 197~ 
New York Times be printed in the REC
ORD. 

There being no objection, the. editorial 
was ordered to be printed in the REcoBD, 
as follows: 

ASSURING FARM lNFLA'nON 

With food prices rocketing upward this 
past year, profits o! commercial crop grow
ers have been soaring at a fabulous rate. 
Department of Agriculture statistics tend to 
minimize the rate o! enrichment of large 
farmers. but even they give important clues. 
This year. for example, the department es
timates farm profits will exceed $22 billion, 
i.e., they will be 40 per cent higher than they 
were as recently as 1970. 

Meanwhile in Congress, the still-potent 
farm bloc-with the support, Incredibly, of 
many Representatives from urban working
class districts-has been succeeding in a 
drive to assure pe;ma.nent super-prosperity 
:!or the nation's commercial farmers by de
fining inflation-swollen prices as the new 
norms for future Government subsidies. 

An unconscionable new system of farm. 
price supports is contained in the omnibus 
farm bills that have now passed both houses 
of Congress and which await- reconciliation 
In conference. For exam.ple, a system of "tar
get prices" has been set at levels far beyond 
any normally known in the past. At- any time 
the market price. fell below these inflated 
"targets." the Gove:tnment- would be required 
to make good the deficiency by direct pay
ments. This economically expensive infla
tionary device provides that the "target 
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prices" must be increased regularly in accord
ance with an index based on production costs. 

To the shame of the liberal and pro-labor 
elements in both branches of Congress, it is 
only the Nixon Administration and its sup
porters in Congress who have been trying to 
stem this potential raid on the Federal Treas
ury. Until this week it had seemed that the 
threat of a Presidential veto might force some 
restraint on the greedy appetite of the farm 
bloc. But now a deal between liberal and farm 
bloc representatives has raised the danger 
that this profit insurance scheme for the 
country's large farmers will become veto
proof because it will have enough votes to 
override in both chambers. 

There is in effect an alliance for inflation 
now riding high in Congress. The farm bloc 
wants and is close to getting guaranteed high 
prices in the future, building much of this 
past year's inflationary surge in food prices 
permanently into the profit structure of 
American agriculture. Liberal and pro-labor 
Congressmen want higher minimum wages. 
The two groups are supporting each other. 

There is little comfort to be had in the ap
parent approval both houses have finally 
given for a $20,000 ceiling on farm subsidy 
payments per recipient. Rather, the rush 
toward appeasing the farm bloc suggests that 
before the final blll is passed, either the lim
itation will have been removed or enough 
loopholes will have been supplied to make its 
impact negligible. 

HOW TO TEACH THE YOUNG 
ABOUT DEATH 

Mr. BEALL. Mr. President, as a mem
ber of the Senate Labor and Public Wel
fare Subcommittee on Children and 
Youth, I have come to realize that now 
more than ever one of the greatest nat
ural resources of our country is our 
younger persons. To say that the future 
is literally in their hands is an under
stated truth, for they must be the lead
ers of tomorrow. As such, they should be 
provided with the facts to deal with the 
challenges which will surely confront 
them in the next decades. 

Often an individual is faced with the 
task of relating information on relatively 
unpleasant subjects. One of these is 
death. This subject is dealt with in a 
remarkably sensitive manner by Jan 
Peter Ozga and Peter G. Miller in an 
article entitled "Mommy, What Happens 
When I Die?" which appears in the 
spring 1973 issue of Mental Hygiene~ I 
highly commend this brief but enlighten
ing article to my colleagues and ask 
unanimous consent that it be printed in 
the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
(Source: Spring 19'73 issue of MH (Mental 

Hygiene), Journal of the National Associa
tion for Mental Health] 

How To ANsWER THE QUESTION! "MOMMY, 
WHAT HAPPENS WHEN I DIE?" 

(By Peter G. Miller and Jan Ozga) 
DEATH SHOULD NOT BE CONCEALED FROM THE 

CHl:LD 

Although many enlightened parents are 
prepared to answer the question, "Where did 
I come from?", few Will discuss another query 
from their children, "What happens when 
I die?" 

Even as questions relating to birth and sex 
have been shrouded in fantasy or avoided, the 
concept ot death has frequently been treated 
with equaltrresponslblllty. The consensus of 
many authorities is that death ha13 -replaced 
sex as the taboo subject of our times. 

The single greatest problem ln discussing 
death, religious concerns aside, is that it 
represents the unknown. A Gallup poll taken 
several years ago indicated that only -a quar
ter of those surveyed believed in life after 
death. 

Today, there is a new awareness of death. 
In fact, several observers maintain that drug 
usage (escape and mortality transcendence) 
is a means of psychologically escaping death. 
Communal living (strength in numbers) is 
also viewed as a form of death avoidance. 

Most studies reveal that children think of 
death, but within ,.arious conceptual bound
aries. They also accept it in several stages. 

For instance, before the age 3, children 
do not have intangible or abstract ideas and 
so do not understand the concept of death. 
From 3 to 5, they learn to distinguish be
tween animate and inanimate objects. Al
though a child may have a limited under
standing of death at this time, he will deny 
its existence. 

Children in the 5 to 9 age group become 
aware of both death and the so-rrow it can 
bring. They observe living things, such as 
flowers, pets or people dying, and they will 
agree to the finality of death (getting old, 
body decay) but not to the universality of 
it ("not to me"). During this age period, 
death becomes personified, and children iden
tify such concepts as the boogey man or the 
angel of death. 

By age 9, or soon thereafter, most children 
have witnessed. death and wondered about 
its causes and life afterwards. At this time 
the child finally accepts the fact that he will 
die. Even so, he continuee to believe that 
the event is so distant that, in e11'ect, it is 
impossible. Not until children reach the 
age of 12, do they understand the generality 
and impersonality of death. 

Parents can help their children under
stand death, an understanding that is im
portant in the development of any child. 
Regardless of the motivation for inquiry. 
be honest. No fairy tales. Be objective but 
not too technical. A child may not be ready 
for biological or philosophical explanations. 
Complex discussions may only confuse him. 
only answer what is asked. 

Often children will ask about death in 
relation to a specific experience, such as the 
death of a pet or insect. Parents should sym
pathize with the child's loss. In explaining 
death, physical contact should be main
tamed, while the parent reassures the child 
that he is loved. and that those who care 
for him will live together for a long time. 

In discussing death there are .some things 
parents should avoid. 

Never tell a child that a dead person went 
to sleep. Children bearing this explanation 
may refuse to go to bed for a long while 
thereafter or develop other psychological 
disturbances, such as a fear of the dark. 

Never tell a child that God took someone 
away because He loved them. The child may 
develop a distorted sense of motivation (re
ward and punishment), values and morality. 

Never use death-related. threats to moti
vate a child. Comments such as "the boogey 
man will get you" may disturb him, particu
larly in the personification state of develop
ment. 

Most authorities agree that by age '7-the 
accepted age of reason--children are old 
enough to attend a funeral. A parent's reac
tion is transmitted to his .children and, de
pending on his understanding of the proc
ess, a child .should participate in the 
mourning process. 

Children tend to view death as an aggres
sive act. Shielding the child from the event 
may cause him to think that be wa.s in some 
way responsible for the occurrence and the 
temporary son-ow that followed. Grieving is 
considered a healthful, natural experience. 

Dr. Daniel Leviton, a professor at the Uni
versity of Maryland, suggests that informa
tion should be germane to the child's experi
ence and perception. 

In the instance of a terminally 111 child, 
Professor Leviton feels that parents should 
retain close contact with the child and allow 
him to use his own mechanisms-verbal 
or symbolic (drawings, acting, others)-to 
express his ideas about death. 

Dr. Leviton, who teaches Death Education 
and Suicide Behat-'ior, one of 10 such univer
sity-level courses in this country, says: "The 
skillful listener should help him vent his 
fears and tell him that deat.h need not be 
painful, for everyone dies." 

Dr. Elizabeth Kubler-Ross, considered the 
world's leading authority on death, believes 
that children who have ominous feelings 
about their fate and express them in word 
and action tend to view their death more 
positively, more serenely, after they are al
lowed to express their feelings. As a result, 
these children adjust to their condition and 
live their remaining days in relative peace. 

"Telling the child he is going to die de
pends on hlS ego strength,., according to 
Professor Leviton. Not all children are cap
able of coping with the truth. If the child 
does not pursue the subject, it is frequently 
prudent not to force the issue. 

Certain cultures, even within the United 
States, tend to cope with death better than 
others. For example, rural residents seem to 
adjust to the inevitability of death more 
easily than the urban population at large. 

"The city person usually asks me to spare 
no expense in order to keep a dying relative 
alive," states Dr. Robert Leachman o! St. 
Luke's Hospital in Houston. "But the rural 
person, who has lived his life in close con
tact with the cycle of nature, accepts death 
more readily as a fact of life." 

Ir. part, these different patterns of death 
acceptance can be attributed to personal ori
entation. Maryland's Leviton advocates more 
research in the area of death education, so 
there will be a greater public understanding 
of this subject. Through death education, per
haps as part of regular school curriculums, 
he hopes to "remove the mythology, so people 
can face death-their own deaths and the 
deaths of others-and therefore live happier 
lives." 

If a child is to understand life, he must 
also have some familiarity with death. As 
Dr. Margaret Nagy comments. "It is really 
not possible to conceal death from the child 
nor should concealment be permitted. Natural 
behavior in the child's presence can greatly 
diminish the impact of his acquaintance with 
death." It may be bad news for the "boogey 
man," but it's good news for kids. 

THE SYMBOLIC IMPORTANCE OF 
THE GENOCIDE CONVENTION 

Mr. PROXMIRE. Mr. President, there 
are those who fear that the Genocide 
Convention might not be effective. I dis
agree with this appraisal, but regardless, 
I don't think it can be denied that sym
bolic acts are important, too. 

Genocide is a crime abhorred by the 
civilized world. The desire to prevent the 
occurrence of genocide arose after World 
War n witnessed Hitler's methodical de
struction of the Jewish population. The 
world was outraged and wanted to see 
to it that this annihilation would never 
happen again. This led to the creation of 
the Genocide Convention. 

The fact that at least 75 nations have 
become signatories to this treaty proves 
that worldwide concern exists. Our coun
try has always prided itself on our 
humanitarian beliefs, and our human 
1·ights record until now has certainly been 
an admirable one. But I find it hard to 
understand why, after all our previous 
efforts, we have stopped here. 

There is no question as to the status 
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of the United States in relation to the 
rest of the world. There is also no ques
tion but that the prestige of the treaty 
would be enhanced if we were finally to 
ratify the convention. The Senate has 
delayed taking affirmative action on this 
matter for almost 25 years. The time to 
ratify is now. 

VIETNAMESE ORPHANS 
Mr. BROOKE. Mr. President, one of 

the tragic results of any war is the num
ber of children left alone, without par
ents, without adequate provision for the 
necessities of life. This tragedy is under
scored by the desperate plight of the 
Vietnamese war orphan. At present, 
there are at least 800,000 children-the 
figure may run as high as 1.5 million 
young Vietnamese-who have lost one 
or both parents in the war. While some 
orphans have been taken in by relatives, 
countless others have been cast adrift 
in festering refugee camps, jammed in
to filthy, overcrowded orphanages or 
simply left to wander the streets to beg 
or steal. It is estimated that, through
out Vietnam, 700,000 orphaned and 
abandoned children are without the ade
quate food, shelter, or clothing neces
sary for a minimal existence. As one 
American doctor has said: 

It is a tragedy of life and limb, the mag
nitude of which we shall never know. 

The problem of caring for these war 
orphans is compounded by the big~ rate 
of child desertion by living parents or 
relatives. Many families, uprooted and 
impoverished by the war, are no longer 
able to care for their children. Out of 
desperation, they have chosen to aban
don them in the tragically mistaken be
lief that these children will be better 
cared for by Government authorities or 
charitable facilities. However, those left 
at orphanages and other institutions 
cannot thrive-or generally survive
under the present inadequate living con
ditions. At some Vietnamese institutions, 
the mortality rate runs as high as 80 
percent. Scores of those orphaned and 
abandoned are maimed and crippled as 
well-and in immediate need of spe
cialized medical attention. Without 
proper rehabilitation, they face lives of 
unproductivity and isolation in a society 
that has traditionally scorned the weak 
and disabled. 

The Vietnamese Government may not 
have the proper resources nor the nec
essary desire to come to the aid of its 
abandoned children. Although 8 million 
Vietnamese-roughly half the nation's 
population-are under the age of 15, the 
Government allocates as little as 1 :rer
cent of its national budget for the care 
and rehabilitation of its crippled, dis
eased, or orphaned children. Maj. Gen. 
Pham Van Dong, Minister for Veterans' 
Affairs, has offered an unacceptable jus
tification of his government's inattention 
to the orphans' misery: 

Orphans are not producers. They are 
spenders at a time when we need productive 
returns on our investment. 

The United States has also been re
miss in establishing adequate aid for the 

orphans of Vietnam, although many of 
these children were the victims of 
American bombings. 

The wretched plight of an estimated 
25,000 of those orphaned and abandoned 
is more directly tied to the American 
presence in Indochina; for these 25,000 
children were fathered by American serv
icemen stationed in Vietnam. 

These Amer-Asian children have 
added disadvantages in their ah·eady dif
ficult struggles for survival. As children 
of mixed parentage, they are the objects 
of discrimination; as fatherless children, 
they are accorded minimal acceptance by 
the Vietnamese society, a society orient
ed around the family unit. They are 
treated as second or third class citizens 

. in a country where every -advantage does 
not even guarantee survival. 

Adoption by suitable non-Vietnamese 
families is one possible solution that has 
been suggested to this problem. However, 
the Saigon Government has followed a 
policy of discouraging foreign adoptions 
by establishing stringent and limiting re
quirements. In some cases these restric
tions have been moderated by the per
sonal intercession of President Thieu. 
Certainly, it is more advantageous for a 
Vietnamese child to be reared in his own 
cultural environment. However, as Elsie 
Weaver of the World Vision Child Care 
Agency in Vietnam notes: 

The question is not whe-"j;her a child will 
be better off raised in his own culture. The 
choice is not available ... There are so many 
babies in the orphanages who will die un
less someone rescues them. 

As of late, there has been considerable 
discussion in the Congress, in the press, 
in the Nation as a whole, on the appro
priate forms of American postwar recon
struction aid. I have already publicly 
stated my belief that our aid should focus 
on humanitarian relief for refugees and 
other victims of the war. Clearly, the 
question of aiding Amer-Asian children 
is of a more personal-more morally 
compelling-nature than simply the re
quests of foreign nations for our finan
cial assistance. These children are half 
American. Without our help and con
cern, many will not survive. Their well
being deserves our immediate attention. 
For, if we choose not to help them, it ap
pears no one else will. 

The present process by which Amer
Asians and Vietnamese orphans are ad
mitted into the United States is long 
and complicated--even for an American 
father desirous of bringing his offspring 
back to the United States. An "illegiti
mate" child born here in America nat
urally acquires the full rights of citizen
ship. In contrast, a child born overseas 
must be "legitimate;" otherwise he must 
meet a difficult, if not impossible set of 
legal requirements to be granted entry 
into the United States. Yet, the demand 
for adoptable children exceeds the num
ber available in America. Thus, should 
we not modify our immigration regula
tions to permit easier entry and adop
tion of the abandoned Amer-Asian chil
dren by suitable American families? Let 
us make every effort to give these chil
dren an opportunity to live and grow in 
a family atmosphere, away from the de
struction of war. 

JULY REPORT OF SENATOR SCOTT 
OF VIRGINIA 

Mr. SCOTT of Virginia. Mr. President, 
I ask unanimous consent that a copy of 
my July report to the people of Virginia 
be included in the RECORD. 

There being no objection, the report 
was ordered to be printed in the RECORD, 
as follows: 

BILL ScoTT REPORTS 

THE ALASKAN PIPELINE 

There is no doubt that America faces a 
serious energy problem. We have only 6 per
cent of the world's population, but consume 
one-third of the earth's total energy out-
put. · 

Our supply of domestic energy resources 
is not keeping pace with our increasing de
mand, and the United States has moved from 
a position of self-sufficiency and surplus to 
one of increasing reliance on foreign sources. 
Unless we act swiftly and effectively, the 
problem will become more acute. 

One of the most debated and controver
sial phases of the energy problem relates to 
the construction of the trans-Alaskan pipe
line. After extensive debate, the Senate ap
proved a measure that clears the way for 
construction across Alaska. The bill calls for 
changes in existing laws regarding rights-of
way be-cause a re-cent court decision held, in 
effect, that the Secretary of Interior had no 
authority to grant rights-of-way across Fed
eral lands in excess of 25 feet in width on 
either side of a center line. 

I supported the Interior Committee bill 
on right-of-way modifications and those rea
sonable amendments and substitutes which 
called for pipeline construction at the earliest 
possible date. Although it required Vice 
President Agnew to break a tie vote, the Sen
ate approved the Gravel-Stevens amendment 
just prior to the final vote on the Commit
tee bill that mandates construction of t.he 
pipeline. An amendment urging study of an 
alternate pipeline route through Canada was 
decisively defeated earlier. 

If construction begins shortly, Ala-skan oil 
could provide an additional 2 million bar
rels--more than 80 million gallons--of oil 
daily by 1980 for U.S. consumers. 

While we often hear of possible gasoline 
shortages, this problem also relates to fuel oil 
and natural gas for home and commercial use 
and the overall er:ergy problem. 

It is understood that more than 6 million 
barrels of oil are imported each day to help 
meet current demands. Alaskan oil, however, 
would reduce U.S. import requirements by 
1980 by almost 20 percent. In addition, our 
balance of payments deficit, at current world 
prices, would be reduced annually by more 
than $2 billion. The Committee Report 
pointed out that nearly 10 billion barrels of 
oil were discovered on the North Slope of 
Alaska in 1968, and these vast reserves (in
cluding many trtnion cubic feet of natural 
gas) are yet untapped. A pipeline to trans
port this oil has been planned and studied 
for more than four years, and it's my under
standing that stringent environmental and 
technological controls have been assured to 
cover construction and operation activity. 

Everyone is interested in a clean environ
ment and a desire to reduce pollution of our 
air and water. Nevertheless, it seems to me 
that our efforts should be reasonable and 
that our actions should not materially reduce 
our standard of living. I am also concerned 
about our dependence upon on and 
other sources of energy from outside the 
country which might be cut off by unfriendly 
nations and plan to continue to vote in favor 
of the development of our oil, gas, coal, water 
power, nuclear, solar and other resources in 
every reasonable way. To do otherwise would 
jeopardize our country's defense in time of 
war and our standard of living at all times. 
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MINIMUM WAGE BILL 

The Senate passed a minimum wage bill 
(S. 1861) on July 19th providing for in
creased minimum wages· for workers through
out the United States. Under the new pro
posal, minimum wages would be increased 
from $1.60 per hour to $2.00 per hour for the 
year following the date of enactment and 
$2.20 per hour thereafter. The minimum 
wage for agricultural workers would be in
creased from $1.30 per hour to $1.60 for the 
year after the bill is enacted, $1.80 during 
the second year from this date, $2.00 during 
the third year and $2.20 an hour thereafter. 

Prior to agreeing to S. 1861, the Senate 
defeated alternative proposals that would 
have provided increases in the minimum 
wages over a period of time with lower ~ates 
of pay per hour, and others that would have 
accommodated special employment p~ob
lems among the youth. I Introduced an 
amendment that would have permitted em
ployers to hire older Americans, those 65 
years of age and older, at 85% of the gen
erally prevailing minimum wage. My amend
ment was not agreed to by the Senate but 
you can obtain a copy of my remarks upon 
request. 

I have reservations regarding any national 
minimum wage because economic condi
tions •. age groups, and social situations vary 
throughout the United States. certainly, 
the pllght of our older Americans in trying 
to find meaningful e~ployment in an en
vironment where the government forces 
employers to pay everyone the same mini
mum is a case in point. 

Although the Senate blll wm now go to 
a Conference Committee With the House, 
there are clear indications that President 
Nixon wlll veto the bill finally agreed upon 
because he considers it inflationary. Judging 
from the 64-33 vote ln the Senate, there 
seems every likelihood his veto Will be sus
tained. 

NEWSPAPER COLUMN 
Approxlmately fifty of our Vrrglnia news

papers have expressed an interest in receiv
ing a regular report on activities in Washing
ton, and I plan to submit such a column to 
them tWice a month, With the first report 
being p~epared shortly after Congress re
turns from the summer recess. 

CONSTITUENT VISITORS 

Constituents from throughout the State 
have visited the office during the summer 
months to obtain passes to the Senate gal
lery or information about sights to see in 
the Washington area. Among those visiting 
since the last newsletter were the following~ 
David Schumacher, Portsmouth; Mrs. Carl 
A. Serger. Hampton; Mr. and Mrs. Robert 
Winston, Norton; Andre Mailllez, Louisa; 
J. L. Yearout, Waynesboro; J. Taylor, Frede
ricksburg; Andrea Katz, Norfolk; Geneva P. 
White, Martinsville; W. A. Herrick, Virginia 
Beach; James P. Saunders, Roanoke; Eleanor 
0. Haskins, Chatham; John D. Neff. Staun
ton; F. William Thomas, Bristol; and E. R. 
Varyo, Richmond. 

LAND USE PLAN 

The Senate has passed and the House of 
Representatives has under consldeTation a 
national land use plan. Under the proposal, 
there would be a new federal o:ffice created 
within the Department of the Interior to 
which states would submit plans for use of 
land Within the states. These plans would 
be developed and, if approved, Federal funds 
would be made available to assist the states 
and localities for planning and zoning of all 
property within the respective states. 

While the more than a. billion dollars which 
would be provided states and localities by 
the Federal Government under the Senate 
bill is very tempting, planning and zoning 
of private property in the past has been re._ 
garded as a state and local matter over 
which the FedeTaJ. Government has had no 
Jurisdiction. 

I am always concerned about the Federal 
Government invading a field previously re
served for state and local governments. This 
can result in the states becoming subservient 
and the Federal fUnds being used as carrots 
to bring about conformity to Federal 
requirements. 

Private ownership of land is highly re
garded in our country but we must of neces
sity submit to reasonable control over its use 
by our local planning and zoning boards. 
Master plans often result in areas being set 
aside for parks, for residential development, 
for commercial use. for industrial uses and 
other pu:::-poses. A well conceived master plan 
is generally in the public interest. However, 
this measure went so far and the Senate 
version was so detailed that plans submitt-ed 
to the Federal Government which would in
clude specifications for septic tanks. 

I personally do not feel that the creation 
o! any new Federal office with authorization 
to spend more than a billion dollars to pro
vide supervision over the use to be made of 
private property within the various states 
and loca.llties is a Wise use of Federal funds 
and, therefore, opposed the bill. Copies of my 
remarks on the Senate floor are available 
upon request. 

STUDENT AID 

Our ofil.ce has examined various prograiDS 
to provide financial aid to students planning 
to attend college. In the event you would 
like to have a copy of this pamphlet, please 
let us know and we will be glad to make 
one available to you. 

WAR POWERS BILL 

Both Houses of Congress have considered 
legislation to distinguish between the powers 
of the President and the Congress to declare 
or to wage war. The so-called War Powers 
Act would make rules governing the use of 
the armed forces of the United States in the 
absence of a declaration of war by the Con
gress. Under the measure the President 
would be authorized to repel a.n armed at
tack or to forestall the threat of such an 
attack or to forestall the threat of such an 
attack upon our country, its territories or 
possessions, or our armed forces outside of 
the country. He would also have powe~ to 
protect our citizens anywhere in the world. 
The Senate version provides that the Presi
dential authority would lapse within a pe
riod of 30 days unless he reported to the 
Congress and obtained specific Congressional 
authority to continue hostillties. and that 
the Congress could by a Joint Resolution 
terminate his activities within a lesser period 
of time. The bill, however, would not apply 
to hostilities in which the armed forces of 
our country are involved on the effective 
date of the act. Some opponents feel that 
the measure should not have been reported 
by the Committee on Foreign Affairs with
out consideration of the Armed Services 
Committee. While the final form of the 
measure will be determined in a conference 
between the House and Senate. there is like
lihood of a Presidential veto. In such an 
event the 244-170 vote in the House indicates 
that that body would not over-ride a Presi~ 
dentlal veto. 

AGRICULTURE BULLETINS 

OUr ofil.ce has a large quota of Agricultural 
Bulletins, some of which are listed below. If 
you are interested in receiving any of these 
publications. please let us know and copies 
will be forwarded to you: 

"Food for the Young Couple." 
"A Guide to Budgeting for the Retired 

Couple." 
"Better Lawns." 
''Pruning Ornamental Shrubs and Vines." 
"Spring Flowering Bulbs." 
.. The Tomato Fruitworm ••. How to Con

trol It ... 
"Money Saving Main Dishes." 

"Family Food Budgeting . . • For Good 
Meals and Good Nutrition." 

"Exterior Painting." 
"Simple Plumbing Repairs for the Home 

and Farmstead." 
PRAYER 

The CoNGRESSIONAL RECORD each day in
cludes an account of all activities in both 
the House and the Senate. I especially en
joyed reading the opening prayer offered by 
the House Chaplain. Dr. Edward G. Latch, 
last Tuesday, and I would like to share a 
portion of it with you: 

"If any of you lack wisdom, let him ask of 
God, who giveth to all men liberally and 
without reproaching; and it will be given 
him.-James 1:5. 

"Lift us out of the ruts of self-Tighteous
ness and self-satisfaction. Help us to hear 
the music of the spheres, the song of life, 
and to listen once again to Thy call to all 
mankind-by faith to walk humbly with Thee 
and to live With one another in the spirit of 
good wilL 

"We pray for our country. Free our leaders 
and our people from all blgotry and all bit
terness and give to us all large minds and 
great hearts that by giving our allegiance first 
to Thee we may reap the harvest of a com
mon brotherhood." 

BEEF SHORTAGE AHEAD? 
Mr. HANSEN. Mr. President, I have 

written Mr. John Dunlop, Chairman of 
the Cost of Living Council, urging that 
the ceiling on meat prices be lifted before 
the September 12 date recently desig
nated by the President. I hope my request 
will be considered. for the sake of con
sumers and beef producers. alike. 

It is abundantly clear to consumers 
shopping today for eggs, milk, pork, and 
chicken. what happens to the supply 
when a freeze or ceiling is imposed under 
demand-heavy conditions. Pork and 
chicken producers. unable to stand the 
cost of feeding their stock only to receive 
a price below their production costs, sold 
or slaughter~d chickens and hogs. The 
result is a shortage of these products in 
the supermarkets today, and the guaran
tee of higher prices for the limited supply 
that is available. 

The same situation prevails in the beef 
industry. When demand is exceeding the 
supply, the very worst strategy is to de
press prices to producers. thus removing 
any incentive to increase production. A 
producer who knows he cannot receive a 
higher price to cover the higher costs of 
feed and production is not going to ex
pand his herds. In the words of ~ecretary 
of Agriculture Earl Butz--

You don't get more by paying less. 

What happened in the poultry and hog 
industries under the freeze should be a 
lesson to us, and it should be obvious that 
it makes no sense to force similar prob
lems in the beef supply. 

In addition to the beef producers who 
are hurt by the continuation of the price 
ceiling, the packers also are suffering the 
consequences of this policy. Producers 
and feeders are holding their stock from 
market. awaiting the lifting of the price 
ceiling. Packers are. as their association 
put it. "sitting on then· hands" waiting 
for September 12 when they can again 
obtain animals for slaughter. 

This situation will guarantee higher 
prices for beef after September 12. Re
moval of the beef price ceiling now would 
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go a long way toward encouraging an in
creased supply. Further, it would put 
packer employees back to work and mlnt
mize the severe dislocations in this phase 
of the industrY. 

Mr. President. I ask unanimous con
sent that a letter from the National In
dependent Meat Packers Association be 
printed in the RECORD at the conclusion 
of my remarks. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows~ 

Hon. CLIFFORlJ P. HANSEN, 
U.S. Senate, 

JULY 21, 1973. 

Washington, D.C.: . 
At 4:30p.m. on July 18, the beef industry 

was further strangled by the Cost of Living 
Council. The deed could not have been more 
effective if phase IV had declared a complete 
shutdown of the beef packing industry. 

Locked in with ceilings below cost, beef 
packers must sit on their hands, with empty 
plants and wait for ceilings to be removed 
on September 12 before they can get cattle to 
process for the dinner table. 

The 111-day meat price freeze virtually 
destroyed the pork industry. The next 55 days 
will remove beef from the marketplace. The 
lighter weight cattle marketed since winter 
can be withheld from the market and fed to 
heavier weights while await ing higher prices 
on September 12. 

The price increase bubble will be mini
mized if beef price ceilings are removed 
today. A delay to September 12 will cause 
higher prices and bankrupt many beef pack
ers who cannot withstand the additional 
losses In addition, thousands of employees 
will be idled while packers await cattle 
marketings in September. 

Your assistance in getting beef ceiling 
prices removed is urgently requested. Re
moval of ceiling prices today will assure beef 
on the table and at more reasonable prices. 

Very truly yours, 
. JoHN G. MoHAY, 

Executive Vice President, National In
dependent Meat Packers Assn. 

STATUS OF 701 COMPREHENSIVE 
PLANNING FUNDS 

Mr. MOSS. Mr. President, in recent 
weeks considerable concern has been 
generated in Utah, as well as across the 
Nation, over the status of 701 compre
hensive planning funds as provided in 
H.R. 8825. 

A brief history of this legislation in
dicates that on June 22, 1973, the House 
of Representatives voted to accept the 
House Appropriations Committee rec
ommendation of $25 million for 701 
moneys. On June 28, 1973, the Senate Ap
propriations Committee recommended 
full funding of $110 million for 701 com
prehensive planning as provided in 
House Joint Resolution 512 which was 
passed overwhelmingly by ~he Senat~ 
last Friday. The Senate voted to accept 
the Senate Appropriations Commit"tee 
report on June 30, 1973. The Senate con
ferees have been designated to settle the 
differences between the Senate version 
and House version. As yet, no conferees 
have been designated in the House. 

I wish to indicate my complete sup
port for full funding of the many w9rthy 

· programs initiated by 701 planning 
moneys. These funds are a proven suc
cess in assisting State and local govem
ments solve many planning problems. 
They provide an important coordinating 

function for federally -supported plan
ning activities. 

Recently I received two letters- that 
express rather well the accomplishments 
of 701 comprehensive planning funds in 
Utah. One is from Mr. Albert L. Bott, 
executive director, Wasatch Front 
Regional Council, which represents the 
five counties of Salt Lake, Weber, 
Tooele, Morgan; and Davis. The second 
letter is from Mayor Bart Wolthuis of 
Ogden, Utah. 

Mr. President, because of the appropri
ateness of these letters to the 701 fund
ing issue, and due to the substantiating 
material that is provided on the proven 
accomplishments of these funds, I ask 
unanimous consent that they be printed 
in the RECORD. 

There being no objection, the letters 
were ordered to be printed in the RECORD, 
a s follows: 

WASATCH FRONT REGIONAL COUNCIL, 
Farmington, Utah, July 18, 1973. 

Senator FRANK M-oss, 
Senate Office Building, 
Washington, D.C. 

DEAR $EN A TOR Moss: Thank you for your 
request to' . provide you with more detailed 
information on the accomplishments we have 
made with 701 funds. This letter will not 
only describe the success the Wasatch Front 
Regional Council is enjpying, as a result of 
the 701 program, but it will also mention 
some of the plans and programs our local 
governments have enjoyed. 

First, let me describe to you some of the 
compelling reasons why the WFRC is particu
larly concerned about the continuation of 701 
funds. Perhaps the most important reason for 
our concern is the fact that the 701 monies 
received by the Regional Council are almost 
entirely responsible for our coordinated Land 
Use Planning Program. We have been able to 
inventory the whole region in a variety of 
planning areas, which wlll set the stage for 
our master planning in the years ahead. We 
have completed the master plans of the 5 
counties within our region and have made 
some projections, both graphically and quan
titatively of their growth patterns to the year 
1985. Rather dramatic confiicts in land use 
development patterns are apparent. We hope 
to alleviate these problems through our plan
ning activities. Part of our 701 program for 

. the coming year will be the development of 
Alternative Regional Growth Patterns to be 
adopted by all the elected officials in the five 
counties. This plan adoption by the elected 
officials from all the incorporated areas in our 
region will greatly insure the success of the 
plan implementation. 

We have a technical committee (Tech 
Com) composed of the Planning Directors of 
the 5 counties in our region, plus the Salt 
Lake City Planning Director, who meet to
gether regularly to monitor our planning ef
forts and to add comments where needed. 
This cooperation of the top planning profes
sionals in our region working toward an 
equitable regional plan is a direct result of 
the 701 program. 

Perhaps the greatest assist 701 planning 
has been to regions and local governments 
alike, has been its extraordinary flexibility. 
Through it many planning techniques have 
been· developed which have shaped growth 
patterns of cities, counties, and states all 
over the country. This single source of fund
ing has been instrumental in developing 
the coordinative management framework 
which is presently aiding cities, counties, and 
. regions to better serve the general public. It 
has been and continues to be one of the great 
innovative devices in Federal .funding. 1t is 
.n<;>w serving as a glue mechanism via the_ re

·gional . council for -coordinating the -~any 
local plans in the Salt ·Lake-Ogden SMSA. 

(The . new Salt_- ~ake-Ogden SMSA waa 
created -in Apr.U .of this year by OMB.) 

·I will --now- more . specifically . list some of 
the acoomplishJllents.o! the 701 program o:ver 
the last 1:2 years. 701 funds were ut-ilized .in 
the development of culinary water, storm 
water, and sanitary sewer Master Plans in 
all . 5 counties ,of the WFRC. Comprehensive 
master plans have been developed for all 
five counties, and ma.ny ·of the cities within 
the counties. Recreation and open space 
master plans have been developed by Salt 
Lake and Weber Counties in the last two 
years. Citizen participation in the planning 
process· has been almost exclusively the ·re
sult of the 701 program. A variety of more de
tailed specific task oriented master pla-ns 
have also been accomplished, i.e. Jordan 
River Parkway, Weber· River Parkway, Cot
tonwood Planning District, revitalization 
studies of small city CBD's, Little Cotton
wood Canyon Master Plan, etc. 

Now, I would' like to xnake some comments 
concerning the reasoning behind the cuts 
made by the House Appropriations Commit
tee and endorsed by the full body of the 
House in a relatively narrow vote on Friday, 
June 22. My remarks are based on a review 
of the transcribed comments in the Congres
sional Record (20975-20980, June 22, pages 
sional Record (June 22, pages 20975-20980). 
It appears thus far that the 701 program 
has been a battle of the budget. While re
ducing the 701 appropriations by $85 million, 
the House increased the other categorical 
programs which the President had recom
mended be cut in anticipation of the Ad
ministration's Better Communities Act. It 
appears that the House would like to con
tinue the categorical grant concept at least 
until the Better Communities Act has been 
reviewed and amended. 

Another major consideration that ap
peared in the debate on the floor seemed to 
be that the ·Administration's Responsive 
Government Act will pick up the slack in 
the 701 program. This act, of course, has not 
yet been introduced, and will probably meet 
with prolonged discussion in both House 
and Senate. It would seem that the full 701 
fund appropriation could be used until such 
time as the R.G.A. is passed or until the 
R.G.A. is amended to allow 701 funds to 
continues. 

The House also appears to believe that 701 
funds in the "pipe-line" are sufficient to 
handle the next fiscal year's planning de
mands. However, it should be pointed out 
that the rate of expenditure formula used 
in the House Appropriations Committee may 
have been somewhat premature and did not 
reflect the true expenditures for the fiscal 
year; in that a great xnajorlty of 701 expen
ditures come during the last few months of 
the fiscal year, and are very frequently ex
tended into the next fiscal year. 

To summarize, the Wasatch Front Regio1-}
al Council feels very _strongly that the 701 
Program should be continued to enable 
cities, counties, and regional councils t_o de
velop and improve their planning prac
tices, and provide a better land management 
capabllity. 

We appreciate your interest and response 
to our requests, and hope that we can con

.tinue to provide you with comments and 
•information from the regional and local 
level. May "?{e cordially invite you to attend 
any of our regional council meetings, should 
you be in tow'n. 

Sincerely, 
ALBERT L. BOTT, 

Executive Direct or. 

CITY OF OGDEN, UTAH, 
July 2, 1973 . 

.Hon., F'RA~K. E., ¥PS!?, 
-U.S Se.nator, _ . ·. 
Washington, D .C. .-- .. . . 

DEAR TED: 1 am writing to express our city's 
concern over the ·present status of the 701 

. Comprehen.s\v~LPlaiP.'!ing fun<:Ul .. I up.der&ta,nd 
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that the Senate Appropriations Committee 
has decided to atnrm the Administration's re
quest and to stabilize the funding at $110 
million, rather than accede to the House Ap
propriations Committee's $85 million reduc
tion. 

Our concern is not unfounded; these mon
ies have been most necessary and useful to 
the development presently experienced in Og
den City. Briefly, let me outline the general 
activity that this federal assistance has made 
'possible: 

A. The Ogden Redevelopment Agency, once 
on the verge of floundering has been com
pletely reorganized under the 701 Program 
and is now actively accomplishing its goals 
of renewing individual units and entire 
neighborhoods. 

B. Our Central Business District Develop
·ment Plan, which has consisted only of talk 
during the past 10 years, has become a real
ity with the signing of a contract for con
struction of a downtown mall-type shopping 
center about to take place. 

c. The Ogden Housing Authority, under 
a 1970 contract for establishment of 250 
dwelling units, has now come within 52 units 
of its goal. But 500 additional Ogden families 
are still waiting for decent housing which 
they can reasonably afford. 

D. During the past year, two sets of grad
uate interns have assisted in the preparation 
of vital studies which otherwise would not 
have been completed with the city's small 
admlnlstrative staff. The mutually beneficial 
experience gained by these students has been 
a key qualification in their successful 
searches for placement in meaningful munic
ipal jobs throughout the country. 

E. Other important items that have been 
advanced due to the use of the federal as
sistance are detailed in the. appendix. 

I strongly urge the maintenance of the 
$110 million appropriation, because of the 
profound impact that the 701 Program has 
had and will continue to have upon our com
munity. A compromise of this pos~tion would 
·certainly not be in the best interests of this 
country's local governments. 

Sincerely, 
BART WOLTHUIS, 

Mayor. 

SENATOR BAKER'S REASON FOR 
OPPOSING THEW AR POWERS ACT 
Mr. BAKER. Mr. President, last Fri

day, the Senate overwhelmingly passed 
a measure intended to redress the seri
ous imbalance of power between the ex
ecutive and legislative branches of Gov
ernment with regard to the use of the 
Armed Forces of the United States in the 
absence of a declaration of war. 
Although I was a cosponsor of that meas
ure and believe strongly in the need for 
the Congress to reassert its constitu
tional prerogatives in this regard, I voted 
against final passage of the bill. 

I did so for a very simple reason. 
Whereas the Constitution does not 
clearly distinguish between the Presi
dent's power as Commander in Chief to 
involve U.S. forces in hostilities abroad 
and the Congress' power to raise and 
support the Armed Forces and to ·declare 
war, it does distinguish between which 
of the branches of Government is 
responsible for repelling invasions or 
attacks upon the United States, its terri
tories and possessions. Article 4, section 
4: states: 

The United States shall guarantee to every 
State in this Union a Republican Form of 
Government, and shall protect each of them 
aga~ invasion. 

· The responsibility for· that protection 
· ·does not rest with 535 Members of Con-

gress, but rather with the President of 
the United States. 

Section 2 · of the war powers bill 
states: 

This Act is not intended to encroach upon 
the recognized powers of the President . . • 
to respond to attacks or the imminent 
threat of attacks upon the United States, 
including its territories and possessions, .•• 

And yet, the bill requires the Presi
dent to terminate all efforts to defend 
the Nation unless specifically authorized 
by Congress within 30 days. 

I do not question the ability of any 
President to gain the approval of Con- · 
gress for defending this country against 
invasion or attack. Nor do I question the 
motives of the authors of the bill, for I 
was a cosponsor of the measure. But 
rather, I question the constitutionality of 
that portion of the bill which requires 
congressional authorization for defense 
against invasion. 

In today's climate and against the 
background of my concern for the 
diminishing authority of Congress, espe
cially the Senate in the field of foreign 
'affairs, my vote against this bill may 
b~ neither understood nor popular; how
ever, the requirements of the Constitu
tion are paramount and legislative en
deavor in relation thereto must not 
respond to popularity. I hope for an 
opportunity to support a war powers 
measure. I feel that the need for statu
tory elaboration on the constitutional 
authority of the Congress vis-a-vis the 
President is great, and so it is that I 
reluctantly voted against this measure. 

GOVERNOR ASKEW DISCUSSES 
EDUCATION NEEDS 

Mr. MONDALE. Mr. President, recent
ly the Education Commission of the 
States held its annual meeting in my 
own State of Minnesota. At that meet
ing, Gov. Reubin Askew of Florida as
sumed the chairmanship of this highly 
important commission. 

I had an opportunity to review the text 
of the speech the Governor presented 
to the annual meeting. In it he reviewed 
the problems and challenges facing our 
schools and pointed tO some of the prom
ising movement his own State of Flor
ida has made toward equalizing educa
tional opportunities and educational re
sources among the ~chool districts. 

Governor Askew's remarks are 
thoughtful and challenging. In order 
that they may be available to my col
leagues and to the public, I ask unani
mous consent that they be printed at 
the end of my remarks. 

There being no objection, the remarks 
were ordered to be printed in the REc
ORD, as follows: 

REMARKS OF REUBIN O'D. AsKEW 

Nearly a decade ago, Dr. James Conant 
provided the vision and Terry Sanford fur
nished the leadership that gave birth to the 
Education Commission of the States. 

The brilliant educator from Harvard and 
the most able Governor from North Carolina 
recognized that the Commission's tasks would 
not be ·easy and its challenges would not 
be small. 

Yet I doubt that Dr. Conant, Governor 
Sanford, or any of the other leaders who 
helped launch E.C.S., could foresee the role 
thrust upon us in the decade of · the 70's. 

For events have brought us to a turning 
point in the history of our Federal system, 
and we face today both the challenge and 
the opportunity of helping the States and 
local school districts to reassume their right
ful roles in educational policy-making. 

Court decisions, the concept of revenue 
sharing and, unfortunately, the present 
leadership crisis in Washington are chal
lenging the States to reassert leadership in 
education, as well as in other areas of gov
ernment. 

As a Governor, and as your new chairman, 
I welcome the challenge and I see as E.C.S.'s 
primary charge the responsibility to help 
demonstrate the viability of the States in 
one of government's most important func
ti~ns. 

History has taught us that our people will 
turn to the Federal Government if there is a 
leadership vacuum in their statehouses. · 

I am a firm believer in the principle that 
government closest. to the people can be 
both more responsive and more efficient, and 
I can think of no better way to prove it than 
in the education of our children. 

Many politicians, speakers, writers and 
scholars have filled many volumes over the 
years with words on the importance of edu
cation to a free society. 

But Thomas Jefferson, who said so much 
so well, probably put it best. 

"If a nation expects to be ignorant and 
free," said Jefferson, "it expects what never 
was and never will be." 

As a politician, I know the value, indeed 
the necessity, of educating all of the Amer
ican people. 

I know that ignorance is the midwife of 
demagoguery and oppression; that a man 
or woman's vote can never be as meaning
ful as it should be if there's no sound basis · 
for using it; and that there's no politician, 
no lobbyist and no image-maker so clever 
that he can turn truly informed people 
against themselves. . 

I know that education has indeed be~n 
the best hope for certain children to escape 
the cycle of poverty and fear in this coun
try . . . certainly I could not be standing 
before you today, as your chairman, without 
the benefit of a public education. 

I know, in short, that the education of 
the people is a guardian of our freedom, and 
the master key to our future. 

I also know that education, as envisioned 
by Je1ferson and others, has been in serious 
trouble in recent times, publlc support no 
longer can be taken for granted. 

Seven years ago, 61 percent of the people 
questioned in a Harris poll expressed confi
dence in their system of public education. 
Five years later, however, in 1971, the con
fidence figure had dropped to 37 percent of 
those questioned. 

According to a new H.E.W. report, more 
than ;half of the school bond issues presented · 
to voters around this Nation in fiscal 1972 
were defeated. This change of attitude also 
has been reflected in the withdrawal of 
thousands of children from our public 
schools, ·and in the hostllity with which 
many citizens have regarded anyone con
nected wit h public education. 

Parents have been upset by discipline 
proble~. by what they perceive to be lack 
of achievement by their children, and by 
what appears to them to be an educational 
system less and less concerned with either 
the ' problems of making a living or making 
a ·life. 

It's not difficult to understand why this 
has happened. 

For at least ten years now, we have placed 
on the shoulders of our public schools al
most alone tremendous social, political and 
economic burdens ..• burdens that should 
be borne by the total community, not just 
the schools, not just the courts, not any 
one element of our society. Regardless of 
what that element might be. 

We've asked public schools, in far too 
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many cases, to act as parents as well as 
instructors . . . and we've been angered by 
their inability to do so. · 

We'Ve too often tolerated waste, inefficiency 
and executive featherbedding in pubHc edu
cation, while continuing to ask for more 
taxes that do less. 

And we've not been receptive to the more 
creative and independent of our educators, 
but have often allowed them to be .penalized 
for pointing out problems. 

But, worst of all, we've allowed our public 
schools to be effectively isolated from the 
people, often limiting citizen involvement 
to the raising of funds for painting the 
teachers' lounge or to the setting of dates 
for a cookie sale. 

It's no wonder, then, that education has 
come upon difficult times. 

But no one ever said that education was 
going to be easy. 

And I rise on behalf of education today, 
not as a prophet of doom, but rather as 
an apostle of hope. 

For I see good tidings in recent develop
ments 1n Florida and other states around 
this Nation. I see a deeper understanding 
of the problems of education in many of our 
legislatures, and a determination to do some
thing about them. 

No other single organization is as uniquely 
qualified and well equipped to help them, as 
is our education commission of the states. 
We have withiu our membership, our staff 
and our budget the strength to help educa
tion fulfill its promise in this great democ
racy of ours. 

We can begin by insisting that all segments 
of a community, both public and private, 
carry their share of that community's social, 
political, economic and cultural burdens. 

And if the time has come to involve the 
community in its own problems, it's also 
time to involve the community in the school 
system's problems. 

I suggest that we encourage parents and 
other citizens to participate constructively, 
and to use their varied talents to help us 
solve some of the weightier problems of the 
individual school and the individual school 
system. 

In Florida, we are establishing in each 
school district advisory committees whose 
membership will include parents, students 
and others broadly representative of the 
individual community. 

These committees will involve lay citizens 
in the planning and evaluation of our schools 
at every level. 

Their creation is part of a quiet revolu
tion Florida is experiencing in the financing 
and running of our public schools. 

Using the recommendations of a statewide 
governor's citizens committee on education 
as its guide, the Florida legislature recently 
enacted bills that will: 

Accelerate the shift of a major portion of 
the financial burden of education from the 
local level to the state level. 

Equalize to a mbstantial degree the edu
cational opportunities available to all chil
dren, regardless of where in Florida they 
happen to live. 

Free local school districts to spend school 
dollars with the kind of .flexibility that 
encourages. innovation and creativity. 

And place with each district and each 
school the kind of accountability that will 
make our education system more respon
sive to the real needs of our people. · ' · 

These are but a few of the things we are 
attempting to do in Florida. I am particu
larly proud that our State 1s continuing to 
lead the way toward equalization. 

We are demonstr!l.ting our commitment to 
take on a greater share of the financial bur
den of education at the State level to insur& 
equal opportunities for all children through
out· our State. 

Under the program I signed into law 
earlier this week, Florida w1ll ~chiev& 81 

percent equalization of funds between our 
richest and poorest school districts. · 

We intend to continue this effort in 
Florida, regardless of court rulings, because 
we think it is tight. 

Whlle I naturally take considerable pride 
in what we have accomplished in Florida, 
rm equally encouraged by the educational 
progress that other States are now making. 

All these efforts are designed to restore 
public confidence in our schools; and E.C.S. 
provides the needed vehicle through which 
we can share our successes and learn from 
our failures. 

E.C.S. also provides a forum in which State 
politiqal and educational leaders can thrash 
out our policy differences and through 
which we can speak with a common purpose 
to the Federal Government in Washington. 

This is especially important at a time when 
the Federal Government appears ready to 
return educational prerogatives to the indi
vidual States~ And at a time when the Con
gress is- reemerging as a co-equal in our 
three branches of Government and is begin
ning to reassert its proper initiative in the 
policies of our Nation. 

From all indications, Congress is not going 
to pass the President's special education 
revenue sharing program this year. 

Instea_d Congressmen probably will be seek
ing to work out their own plan for the re
vitalization o_f elementary and secondary 
education. We must be ready to help them, 
and to speak with a unified voice for policies 
representative of our States and our people. 

And we must demonstrate that we, too, 
are prepared to. assume our proper role and 
responsibilities in our Federal system. 

We must demonstrate our willingness to 
reexamine our own tax structures and to 
require every person and every inter~st to 
pay, to the best of their ability, their fair 
share. · 

We must convince our people that tax 
reform is the only appropriate means to tax 
relief. This means closing exemptions in 
local property taxes~ as wen as plugging loop
holes in State taxes. 

And it means requiring fair, realistic and 
uniform property assessments within our 
States. 

Elimination of inequities In our tax sys
tems will enable us to tackle the even more 
difficult task of conquering the inequities in 
our society. 

In our land, education has always been 
recognized as a means :for man to reach for 
the ideal s.nd to share his own destiny. 

In our democratic society, the destiny of 
the individual must necessarily be th& 
destiny of the Nation. We can only be strong 
as a nation if we are strong as. individuals. 

W& must therefore direct education toward 
the individual. 

Education must provide the relevant 
knowledge and training to earn a living, and 
to live a satisfying and productive lite in an 
increasingly complex world. Our academic 
and vocational programs, at all levels of our 
education system, must have as their com
mon goal the preparation o! the young for 
a lifelong love of learning, living and self
realization. 

Our funding programs must be designed to 
make equa~ and quality educational oppor
tunities available to all our people according 
to their ability and desire rather than their 
wea~th, their race or place of residence. 
· Om ·education programs must be designed 
to give local school districts, and even local 
sehools, maximum freedom and flexibility in 
deciding how to best meet the broad goals of 
state and federal governments. 

Beyond high school, our public and prl-. 
vate educational opportunities must be less 
duplicative and more diverse to help meet 
the demands. of a highly technical and fast-
changing world. . , 

Our ed-u~tional go~ is ~ot to achieve uni-. 

fo~ity -~ut, r~ther •. to fully utilize t~e rich 
di~~rsi~y of oilr Ji?lurali~c society. 

·Anatole France· once ·said that ''to accom
plish ·great things,' we must not only act, but 
also dream; not only plan, but also believe; 
not only follow, but also lead." 

My hope for this commission is that w:e 
will. co~tlnue ,to :plan ~nd dream and believe 
not only in our own states and nation, but in 
our people, and 1Ii iheir abillty to make 
things· bettet. · · · ' 

And my prayer is that we will act, indi
vidually and collectively, to make the best 
of our dreams and plans come true · for all 
people, for an time. 

Thank you. 

THE AMERICAN HORTICULTURAL 
SOCIETY 

Mr. BAKER. Mr. President, as a mem
ber of the Board of Directors of the 
American Horticultural Society, I would 
like to take this opportunity to call to 
the- attention of my colleagues in the 
Senate the acquisition oi the Society,s 
new headquarters at the histoli.c River 
Farm Estate in Mount Vernon, Va. 

The American Horticultural Society, 
which was founded in 1922 to promote 
and expand interest in the horticultural 
sciences, is the one national organiza
tion that serves the interests of all Amer.,. 
ican horticulture. 

In Febr!lary, 1973, the Society was 
extremely fortunate in acquiring for Us 
permanent home the River Farm Estate 
located on the George Washington Park-· 
way about 30 minutes from the Capitol 
and 5 miles from Mount Vernon. This 
beautiful . and historic property of 27 
acr"s, with over 1,000 feet bordering on 
the Potomac, was purchased by ~..orge 
Washington in 1757 and remained in his 
family for over a centurY'. This same 
property received ~ good deal of pub
licity about 2 years ago when the Soviet 
Government attempted to purchase it as 
a retreat for embassy personnel. Public 
protest was so intense that it was nec
essary for Congress to pass a special 
act declaring the property a national 
heritage and refusing ~pproval of the 
transaction. 

The American Horticultural Society 
is establishing River Farm as a Natio.na.l 
Center for American Horticulture. where 
all scientific, professional and amateur 
horticultural organizations who wish to 
do so can be sheltered under one roof. 
Coordinating operations and sharing ex
penses among member societies will re
duce operating costs and permit addi
tional funds to be applied to more pro
ductive purposes. This centralized na
tional headquarters will give a public im
pact, force and focus to the values of 
horticulture that has to date been un
attained in t~ coun_try. ·. 

The acquisition of River Farm has 
enabled the American Horticult-Qral So-.. 
ciety to move its computerized. Plant 
RecordS Center, the only plant science in-: 
formation center in the world. onto the 
premises. The center, established under 
a . grant from the ~n.gwOQ4 Foundation, 
is developing a data bank on all culti
vated _ornamental plants in North Amer
ica and ·has, at present~ o.ver 300,000 
plants on record. 

Recently, .this resource capability at
tracted a grant ~roni .the Department of 
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Transportation to help plan a practical 
program to help eliminate the traditional 
squalor associated with most surface 
transportation facilities. The Society de
termined from its computers which trees, 
shrubs, and ground covers can best sur
vive air pollution and other stresses of 
the urban environment in each of 10 
hardiness zones of the United States. 
The Society is the only organization that 
has this information on record for every 
climate in the country. 

The Department of Health, Educa
tion and Welfare is also helping support 
a multidisciplinary effort of the Amer
ican Horticultural Society to determine 
the means by which the role of horticul
ture in environmental education can be 
used most effectively. 

In addition, thanks to a private grant, 
the society is researching the interac
tior.. between plants and people and the 
impact on emotional and psychological 
well-being. Studies have shown that 
wr..en a human being is under stress, it 
appears that the presence of plants and 
the opportunity for close association with 
them can exert a benzficial psychological 
effect. Subtle man-plant relationships 
become obvious in the extreme urban en
vironment where :field and forest have 
been replaced by asphalt and brick. The 
rewards of horticultural therapy have 
been demonstrated in correctional in
stitutions, mental hospitals, in homes 
for the elderly and in the ghetto. The 
summer edition of the society's mag
azine, The American Horticulturist, has 
a fascinating article on this subject. 

All of the activities of the American 
Horticultural Society are interrelated. 
Together they form a background of ex
perience and information for the estab
lishment at River Farm of a teaching 
center for research and instruction in 
the esthetic, medical, psychological and 
scientific application of horticulture in 
the human urban habitat. 

For the general public, the society is 
now making plans to make River Farm 
the center of extensive display and dem
onstration gardens-some established by 
the National Plant Societies-where 
visitors can be shown how their own 
homes may be landscaped to achieve in
dividuality and beauty. 

In addition, it is hoped that River 
Farm will house one of the major horti
cultural libraries in the country. The 
Society is already the recipient of an 
important collection of books to this end. 
Presently, no such library exists in the 
Washington area. 

Mr. President, River Farm represents 
an opportunity to preserve an historic 
heritage, to establish a national center 
dealing with one of the most important 
components of the urban environmental 
crisis, and to create an American Horti
cultural Headquarters unlike any other 
in the world. 

The Society, which enjoys non-profit 
status, is seeking substantial contribu
tions to realize the goals I have described. 
and to secure the perpetuation of this 
national landmark in a manner appro
priate to its distinguished heritage. Its 
membership is growing at a staggering 
rate. In just 2 years, individual .nem
bership has ·increased from 2.500 to over 
20,000 members. The American Hortt-

cultural Society is also a part of a fed
eration of other horticultural organiza
tions, and thus it speaks to about 70,000 
persons in all 50 States. 

The goal of the American Horticul
tural Society is simple. It wishes to 
maintain a living landscape for the en
joyment of future generations, and it is 
approaching environmental problems on 
many fronts in a scientific, dynamic and 
business-like way. 

I am proud of my association with the 
Society, and I'm delighted to offer my 
congratulations upon the acquisition of 
the beautiful and historic River Farm 
headquarters. 

NEW MELONES DAM 
Mr. TUNNEY. Mr. President, I have 

long been concerned with the various 
ramifications of the New Melones Dam 
to be constructed on the Stanislaus River. 

Although I want to see effective meas
ures taken to protect against the ravages 
of :flood in the region, I have long be
lieved that not enough attention was 
given by the Army Corps of Engineers 
originally to spell out the specific plans 
to mitigate the anticipated environmen
tal and recreational consequences of this 
project, and Congressman JoHN McFALL 
and I have sinced worked with the corps 
to try to rectify that shortcoming. 

I would like to bring to the attention 
of my colleagues several significant de
velopments which have taken place in 
the past year affecting this project. First, 
various environmental groups have ob
tained an injunction t.emporarlly prohib
iting any further construction on the 
dam. The U.S. District Court in San 
Francisco heard the case and handed 
down a decision earlier this year, and 
the case was promptly appealed to the 
Ninth Circuit Court of Appeals where the 
matter currently resides. 

In addition, on April 5 of this year, 
the California Water Resources Board 
unanimously decreed that the impound
ment of the three-fourths of the water 
sought by the Bureau of Reclamation 
should be denied. The Board found that: 

First, the Bureau of Reclamation could 
not currently utilize the project water in 
a beneficial manner beyond the four 
counties surrounding the project; 

Second, the current use of the river 
between camp 9 and Highway 49 is "a 
unique asset to the State and the Na
tion;" 

Third, some water is needed for fish, 
wildlife, and water quality, and water 
can be stored for these purposes; and 

Fourth, the value currently available 
which would be available from hydro
electric power. For these reasons, the 
Board decreed that the reservoir could 
not be filled beyond 650,000 acre-feet
approximately one-fourth full, and thus 
all the waters stored would be dedicated 
to fish releases and water quality. The 
legal status of this order of a State 
g,gency upon a Federal Agency is not 
certain at this time. 

These developments have affected the 
appropriations recommendations for fis
cal year 1975. The administration origi
nally recommende~ $18 million for 
this fiscal year for the construction of 
this project, and the House reduced that 

:figure to $16 million. The Senate com
mittee has further reduced the recom
mended appropriation to $15 million in 
accordance with the revised corps capa
bility in light of the continued halt in 
construction pending the outcome of the 
ninth circuit decision. It is possible of 
course, that even that decision will be 
appealed to the Supreme Court ·and no 
construction will take place at all during 
this fiscal year. 

Regardless of the outcome of these 
developments, we have continued to 
press for mitigation of the environmental 
impact of the Dam. In a number of let
ters to Col. James C. Donovan, we sought 
the following minimum guarantees from 
the Corps: 

First. Provision of a white water rec
reation area between Goodwin's Dam 
and Knight's Ferry-or some other more 
desirable location-to allow a white wa
ter recreation to those who presently use 
the area which would be inundated by 
the new Dam; 

Second. Acquisition of :flowage ease
ments for downstream areas to accom
modate an 8,000 cubic feet per second 
non-damaging flow and at the same time 
provide absolute guarantees for perpet
ual preservation of 4,000 to 8,000 acres 
of prime riparian habitat from Good
win Dam to the San Joaquin River; 

Third. Acquisition of lands in fee to 
provide recreational access to the river 
from Knight's Ferry to the San Joaquin 
River; 

Fourth. Acquisition in fee of the 
prime spawning gravels for the preserva
tion an enhancement of anadromous 
fishery resources of the Stanislaus River; 
and 

Fifth. Acquisition under the corps' 
recreational authority of the desirable 
caves in the immediate vicinity of the 
proposed lake either for preservation or 
for inclusion in the corps recreational 
master plan. 

In response to that request, Colonel 
Donovan promised in a lette:r of Septem
ber 5, 1972 that "firm decisions have been 
made" under the authorizing legislation 
to: 

Provide a white water recreation area 
between Goodwin Dam and Knight's 
Ferry; 

Acquire :flowage easements over down
stream areas to accommodate -an 8,000 
cubic feet per second non-damaging flow 
and at the same time preserve some 
3,000 acres of prime riparian habitat; 

Acquire lands and fee for recreational 
access to the river from Knight's Ferry 
to the San Joaquin River; 

Acquire in fee the prime spawning 
gravels for the preservation and en
hancement of the anadromous fishery 
resourc.;s of the Stanislaus; 

Acquire under the corps' recreational 
authority the desirable caves in the im
mediate vicinity of the lake either for 
preservation or for inclusion in the 
corps' recreational master plan. 

He further advised that "these deci
sions are firm commitments and are 
considered definite, consistent with the 
project authorization and subject only 
to the appropriations of funds by the 
Congress and refinement of functional 
and design details." 

Subsequent communications with Col-
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onel Rockwell-Colonel Donovan's suc
cessor-have assured me that the corps 
fully intends to utilize a portion of the 
appropriations in the pending legisla
tion for downstream land acquisition 
in pursua:.1ce of the aforementioned 
promise. These efforts merit the highest 
priority of the corps on this project. I in
tend to monitor the corps progress in 
following through on these commitments 
in the coming fiscal year. 

COMMUNITY DEVELOPMENT 
PROGRAMS 

Mr. TOWER. Mr. President, in early 
March of last year, the Senate passed, 
after but 1 day's debate, the Housing and 
Urban Development Act of 1972, an 
omnibus bill of considerable breadth, one 
provision of which would have replaced 
the current community development 
categorical grant programs with an im
proved and simplied special revenue 
sharing procedure. Unfortunately, 
though boasting an 80-to-1 vote of ap
proval by this body, the legislation failed 
of final enactment due to certain prob
lems encountered in the House of Repre
sentatives. 

Since the Senate action of last year, I 
have on numerous occasions visited with 
individuals and groups who have ex
pressed special interest in the commu
nity development proposals-mayors, 
renewal officials, private citizens. Re
peated inquiries and requests have 
reached my office urging that the revenue 
sharing approach be revived at the ear
liest possible moment. I am pleased that 
the enabling legislation has again been 
introduced on both sides of the Hill and 
that the Housing Subcommittee of the 
Senate's Committee on Banking, Hous
ing and Urban Atiairs is currently con
ducting public hearings for the purpose 
of examining the various proposals. 

On Monday, July 16, HUD Secretary 
James T. Lynn appeared before the 
Housing Subcommittee as leadoff wit
ness for the bearings and reiterated ad
ministration support for the realinement 
of HUD Community Development pro
grams. Today, before the National 
Urban League, Secretary Lynn force
fully underscored that support and the 
need for early congressional action. 

Mr. President, I associate myself with 
the remarks delivered today by Secre
tary Lynn, and ask unanimous consent 
that the text of his address be printed 
in the RECORD. 

There being no objection, the address 
was ordered to be printed 1n the RECORD, 
as follows: 
REMARKS BY JAMES T. LYNN, SECRETARY, U.S. 

DEPARTMENT OF B""l..SING AND URBAN DE• 
VELOPMENT, AT THE NATIONAL URBAN LEAGUE 

In the first part of my talk today. I would 
like to focus on a. form of discrimination 
against a minority group we don't ordlnarlly 
think about. 

But first, let me set the stage with a. few 
illuminating facts and figures. 

With only five percent of the world's 
population, and about seven percent of its 
land area., the United states produces more 
than one-third of 4;he entire world's output 
of goods and services. 

Our annual gross national product is dou
ble that or our nearest competitor, the Soviet 
Union. Our annual exports aZone-whlle 

only four percent of our gross national pro
duction--exceed the annual total gross na
tional products of all but nine nations. 

Real growth in our economy-not inflated, 
but real growth-was almost 48 bllllon dol
lars in 1972. That growth by itself-6.5 per
cen~ua1led the combined gross nationat 
product of Norway, Sweden, Denmark, and 
the Netherlands. In fact, it was greater than 
the annual GNP of 90 percent of the coun
tries in the world. Just our increase in out
put was greater than the national output of 
90 percent of the world! 

From August 1971, when President Nixon 
announced the new economic policy, to last 
month, our output increased by 11% per
cent, a more rapid growth than in any com
parable period in the last 21 years. In this 
period of 22 months, four and a half million 
new civilian jobs were created-more than in 
any comparable period in our entire history. 
In the last six months alone, 1.6 milllon jobs 
have been added. 

In the same 22 months since August 1971, 
real per capita disposable income-the money 
that's left for spending after taxes and in
flation have taken their bite-rose by 7% 
percent. In the past year and a half alone, 
the average working man's annual income 
has gone up by the equivalent of four weeks' 
pay. 

What has all this meant to our people? In 
constant 1971 dollars-that means even after 
taking out the effects of inflation-the num
ber of families with seven to 15 thousand 
dollars in annual income almost doubled in 
the two decades since 1951. The number of 
familles with 15 thousand dollars and over 
swelled from about four percent to almost 
25 percent of the population during the same 
period. 

At the same time, the number of minority 
American families living at the poverty 
level-also measured in constant dollars to 
filter out the effect of infiation-declined 
from almost one-half to less than one-third 
(33 percent). And the number of minority 
families making ten thousand dollars and 
over climbed from a minuscule level, 2% per
cent, to 30 percent. 

The housing picture reflected the same 
trend. In the single decade from 1960 to 1970, 
for example, the number of substandard 
housing units in the nation was cut in half. 

Why do I recite that catalog of very sub
stantial achievement? For a number of 
reasons. 

First, because that kind of productivity 
and efficiency, the American system, is the 
only thing that can underwrite all we hope 
to do in solving the social problems of the 
United States. 

Second, because all that good news is not 
without its somber side. The enormous head 
of steam our economy has built up--com
bined with various other factors--has led to 
prices rising at unacceptably high rates. 
That is why the President took the bold ac
tions he put into effect in the middle of June, 
followed by Phase IV last week, to put a lid 
on the spiral without getting us into a per
manently controlled economy. In addition, 
a ... though the progress made is very good 
news, we are all well aware that not all 
Americans have shared equitably in the 
fruits of t~e American success story. 

If we were a poor nation, or if the great 
majority of our people were existing at a 
bare subsistence level, our only problem 
would be to raise ourselves out of poverty 
collectively. 

But our problem is dl1ferent, the stark 
contrast between the growing number o:! 
beneficiaries o! our economic system and 
those who have, in the main, been denied 
its bou~iful benefits. 

The fact is that in this aflluent nation, the 
poor are in the minority. 

Within this minorit-y making up our poor 
are many who continue to be discriminated 
against in the pursuit of a better life by 

reason of the color of their skin or othel! 
senseless reasons. But a very large segment 
of our poor, whatever their race, are being 
discriminated against in a little discussed 
but nonetheless very devastating and cruel 
way-by the impact of intlation. 

After all, those of middle and higher in
come may be annoyed and lrritated~and 
rightfully so--that inflation nibbles away at 
their purchasing power. But as a Miamian 
was quoted in the New York Times of April 
9th, 'Td rather pay $15 for a good steak than 
$5 for a. mediocre one." Or, as reported in the 
same article, sales of fur coats were up 15 
percent last year, with sales expected to in
crease sharply again this year. Or the sale of 
eight million color TV sets in 1972, up from 
6.3 mlllion in 1971. 

The headline on that story read: "Many 
Finding Inflation No Bar to the Good Life." 

But for the poor without decent jobs, for 
the elderly, for those struggling on small 
fixed incomes, whether from savings or wel
fare, inflation is no mere annoyance or ir
ritant. For them, for those minorities. in
flation hurts, and hurts badly. 

An important way to put an end to this 
kincl of cruel discrimination is, of course, to 
bring inflation under control, and that IS 
why the President's Phase IV move is im
portant. 

But there's a great deal more to it than 
that. President Nixon, with hiS multi-faceted 
approach is attacking one of the root causes 
of inflation: unbridled public spending with
out a matching rise in revenues. 

The real hoax-and the cruel illusion-is 
that so many of these increases in spending 
are supposed to benefit the poor. But the 
fact is that in far too many cases the spend
ing programs involved don't get the job done. 
Either because too much ol the money gets 
e!l.ten up in administration ol the program
by government bureaucrats or government
sponsored bureaucracies in the private sec
tor-or because the particular program really 
doesn't get at the problems that should have 
higher priorities. 

Does this mean that we are preparing to 
throw out the baby with the bathwater? Or 
to scrap all our social programs because they 
have not done everything we had hoped? 
Certainly not I After all, the Federal budg~t 
for human resources has grown steadily over 
the past four years, and for this year pr-._· ')Ses 
a record level of funding for human resource~ 
programs. A figure of' 125 billion dollars, in 
fact, which is almost double the- amount 
spent on social programs in 1969. 

To me, this demonstrates not only that we 
are not throwing out the baby, but also that 
we are trying hard to improve the lot of our 
less fortunate citizens. 

Yet, the Federal Government, by its vary 
nature and size, is an impersonal entity. It's 
tremendously difficult Lr a huge organiza
tional structure to show that it cares--and, 
more importantly, to make that care count 
where the only meaningful payoff is-: at the 
local scene. 

That, fundamentally, is why the President
and a.11 of. us in this Administration are 
betting so heavily on the New Federalism. 
The basic thrust of New Federalism is to 
push the power, the decil'lions, the authority 
and the money as far down the managerial 
pyramid as possible. In other words, to get 
the real business of the States and the cities 
a.nd all o.ther commu...,ities-wbich is the 
well-being of their people--conducted at 
their own levels. That is where the knowledge 
of what needs to be done is most germane; 
that is whel'e the - roblems have to be lived 
with every day; that Is where we most need 
the care and the concern. 

The first step was general revenue sharing, 
which was enacted into la.w last year. The
effect of that law is to send · back to Strte 
and local governments 30 billion dollars over 
five years-to be spent in any way the local 
people, through their elected officials, see fit. 
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The next step 1s special revenue sharing, 

which would also send money back to the 
States and communities, but for four broadly· 
specific purposes: education, law enforce
ment, manpo.wer training, and community
development. Within each of these areas, 
again, the money can be spent as locally
elected and accountable omcials see fit. 

These four special revenue sharing pro
posals call for 6.9 billion dollars during the· 
first year of operation. In community devel-, 
opment, the amount is 2.3 billion dollars a 
year beginning July 1st, 1974. The Better 
Communities Act, containing this Commu
nity Development proposal. went to Capitol 
Hill about three months ago; hearings are 
now being held by the Housing and Urban 
Affairs Subcommittee of the Senate. 

The 2.3 billion dollars will finance com
munity development activities in lieu of 
seven HUD categorical programs; model 
cities, urban renewal, water and sewer grants 
and related programs. It the local communi
ths determine that they want to spend their 
Better Communities money on those same. 
things. they are free to do so--but it is their 
decision to make, based upon their on-the
spot knowledge of what they really need. 

Or they can spend 1t on any other program 
or programs that fit within the broad mean
ing o.t community development. 

The important thing is that the Better 
Communities Act would give cities, coun
ties. and States far more flexibility in the 
financing of community development activ
ities-with local determination as to how 
the money is used. And lest you think a mo
tive was to reduce the budget, I should 
point out that the proposed 2.3 billion dollars 
annual funding level would exceed the total 
appropriation level in recent years for the 
seven categorical programs that are being 
replaced. 

Above all, the Better Communities Act is 
grounded upon a four-pronged needs for
mula, determined on the basis of total pop
ulation, th~ extent o! housing overcrowding 
and the extent of poverty-with poverty be
ing given double weight in the formula. 
The money, in other words, will be appor
tioned in accordance with genuine need
instead of to communities that can afford 
the best. "grantsmanship" teams, or can at
ford the matching funds that were a precon
dition to the old HUD categorical programs. 

Furthermore, local governments will not. 
be able to finalize their annual plans with
out review and comment by the people o! 
the community. 

Finally, let me read you a section o! the 
Bill itself:- Section 9(a) says: "No person in 
the United States shall on the ground of 
race, color, national origin, or sex be excluded 
from participation in, or be denied the bene
fits of, or be subjected to discrimination 
under any program or activity funded in 
whole or in part with funds made available 
under this Act." 

And this provision has teeth in it, because 
not only are the remedies pro-vided for by 
Civil Rights legislation available to enforce 
it, but upon violation the Secretary o1 HUD 
has the authority to withhold a part or even 
all o! the funds a community would other
wise be entitled to. under the Act-and t 
intend to enforce it. 

Clearly, then, the Federal Government iS
not turning its back on the cities and other 
local communities. Leadership, overall pol
icy, guidance and funds will, of course, flow 
to a significant extent from Washington. But
it just does not work-and we have all seen 
that it doesn't work-to have someone in a 
marble monument on the Potomac--or even 
a Federal official in the field answerable only 
to that marble monUJ:nent-trying to fit a 
Detroit. a Des Moines, a Newark or a San 
Jose into a rigid statistical stereotype-when 
each one has problems uniquely peculiar 
to itself. 

CXIX-1598-Part 20 

With the money going directly to the com
munities where it is to be used, and with 
the great fiex1b111ty afforded in its use, the 
second-guessing from a sprawling, imper
Ronal bureaucracy in Washington will be 
ellmlnated. Layers of control, review, paper
work, application, approval and redtape wi11: 
be eradicated, so that each dollar of reve
nuP. sharing money can do a dollar's work. 
· That point is absolutely basic. Spending 

billions and hundreds o! billions on social" 
programs is not something the Administra
tion is trying to avoid in order to control 
infie.tion. As I already pointed ou-t. the 125 
billion dollars in this year's budget is a rec
ord high. But using that money effectivel'fT 
and efficiently-so that it does what it. is 
supposed to do; so that it helps the people 
it is supposed to help; and so that more and 
more money and more and more programs 
do not have to be thrown into the breach 
of failure-that is one of the ays the Ad
ministration proposes to do the jobs that 
need to be done but to keep inflation 1n 
check while. doing so.. 

That is why programs that have. not. 
worked at all, or have. worked only mar
ginally, or cost far too much for the little 
good they did, have been suspended or 
terminated. That is why bold new initia
tives in general and special revenue sharing 
have been undertaken: to do the most good. 
for the people wht need it the most, with
o-ut feeding the fires of inflation that rob the 
poor most cruelly of all. 

Th.at is why, for example, we have the 
subsidized public housing suspension. Cer
tainly everyon'3 concerned had the best. in
tentions in the world when,_ to name one 
example, Pruit-Igoe was built in st. Louis. 
Yet there they are, all those tens of millions 
of dollars in shattered hopes, buried by the 
wreckers ball and the bulldozer. Ho much, 
in the process, have we helped the poor fami
lies for whom Pruitt-Igoe was to mean a 
decent home in a suitable environment? 
Where are they now? 

And what has happened to the people who 
lived in the 198,000 units of subsidized hous
ing that HUD has had to take back by rea
son of defaults? How much good did we 
do them-or the estimated 56,000 more 
families who may find themselves in the 
same tragic circumstances by this time next 
year? How much good have we done them 
while committing taxpayers to 65 to 85 billion 
dollars in subsidized housing payments over 
the next 30 to 40 years? 

There can't be any doubt that the Admin
istration has tried hard to make the sub
sidized housing laws work.. M'Dre subsidized_ 
housing was generated in the past four years 
than in the preceding 34 years! 

But the poor return, the results of those 
subsidized housing efforts, in relation to the 
huge expenditure, are what finally led to 
a.uspension of new commitments under ex
isting programs while we make a- real effort. 
to find better ways to do the job. Of course,· 
even With the suspension. substantial sub
sidized housing starts continue by reason 
of approvals of applications already in the 
processing pipeline a.nd honoring past. com
mitments. But we want to come up with 
qetter ways of working toward housing in 
which our less fortunate citizens can live 
With dignity and pride. And in which they 
can afford to .;tay as long as they need to.. 

That is the principal thrust. of our HUD 
housing study, which is now well on its way 
to completion. Assistant Secretary Mike 
Moskow and a sta1! of 80 people are hard 
at work going over the 500 responses we"ve 
received from individuals and groups whose 
advice. comments and ideas we asked for. 
Th'l.t's about 8,000 pages In aU. and every 
one is receiving attention and consideration. 

The recommendations growing out of this 
study will be ready to go to the mn, as the 
President promised, by September 7th-about. 

six weeks from now. I earnestly hope that 
these recommendations will lead to doing ·a. 
better job in the work to which we are all 
ded1cated-a. decent home and a suitable liv
ing environmen~ !or every American family. 

This, then, is what we are talking about: 
Cutting out or cutting back programs that 

have not worked._ or that have had minimum 
effect at maximum cost; 

Refusing to adopt new programs that 
would only mean more o.t the- same old 
thing-more Federal waste._ overlapping~ 
duplication, and overhead: 

Putting th& money and the- power into pro
grams that can work. and can be adminis
tered at the level where they can be most 
effectively applied. 

By all these means and others, President 
Nixon is determined to help those who have 
not shared p:roperly in the- riches o! this 
nation-and yet at the same time hold down 
the inflationary pressures that eat away at 
whatever purchasing power the meager in
comes o.t our poor might otherwise hav.e. 

These poorer people or· our country are, 
as I said at the beginning, a diminishing 
minority-which is one measure of how 
much we. in the United States: have a.ccom
plished. 

But the fewer poor there are, the harsher 
is the contrast between their situation and 
the general amuence of the nation-and the 
harder it becomes for them to bear their lot. 
Believe me. we in the administration do care. 
and we want to approach this problem in 
the best and most effective way. But. we are 
convinced that the New Federalism, revenue 
sharing, the Better Communities Act, wel
fare reform, Phase IV economic initiatives._ 
and the continuation and initiation of cate
gorical programs that. do work, an within the 
framework of sound fiscal restraint-. are the 
kinds of things that will do the job better 
than It has been done so far, and really help 
our less fortunate citizens. 

So let's all ot us-in and out of govern
ment-mute the rhetoric, listen to and learn 
from each other in an atmosphere of mutual 
respect and get on with that most- Important, 
Job. 

CLYDE E. FANT 
Mr. LONG. Mr. President .. a valued 

friend, former Mayor Clyde Fant of 
Shreveport, La., died earlier this. month 
and has left a profound void in civic af
fairs in Shreveport, Caddo Parish. and 
Louisiana. 

For 16 years. Clyde Fant. served a& 
mayor of Shreveport and his achieve
ments will live after him to serve as 
monuments to his dedication to public. 
service. 

S() highly did I regard Clyde Fant that 
I recommended him to become Mayor of 
Washington~ D.C .• when our late and be
loved President. Lyndon Johnson, asked 
me who I believed was the most qualified 
person for the post. 

Mr. President. when Clyde Fant- de
clined to run for office again in 1970 be
cause of ill health, he stepped aside 
quietly and did not indulge in second
guessing the decisions of his successor. 
But, when it. was necessary for him to. 
help convince the voters of Shreveport. 
that several new taxes were necessary 
for the city, he lent his influence with
out hesitation. 

Because of Clyde Fant•s political acu
men, the State legislature agreed to share 
a portion of Louisiana's tobacco tax with 
its municipalities. His name always was 
among those in serious speculation for 
higher po.litical office. including Gover-
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nor. For 3 years Clyde Fant served on the 
Advisory Board of the National Council 
of Mayors and attended the World Con
ference of Mayor at The Hague, Hol
land. 

Mr. President, Clyde Fant was active 
in many civic and religious affairs in the 
Shreveport area. His death will leave 
Shreveport and Louisiana poorer. Mrs. 
Long joins me in extending our deepest 
sympathies to his wife and two sons, 
Judge Jack Fant of Shreveport and Dr. 
Clyde Fant, Jr. of the Southwestern Bap
tist Theological Seminary in Fort Worth, 
Tex., and his mother, Mrs. John P. Fant 
of Jefferson, Tex. 

I ask unanimous consent to print in 
the RECORD a column from the Shreve
port Times and an editorial from the 
Shreveport Journal: 

There being no objection, the column 
and editorial were ordered to be printed 
in the RECORD, as follows: . 
· [From the Shreveport (La.) Journal, July 9, 

1973] . 
CLYDE E. FANT 

The passing of Clyde E. Fant will be taken 
as a personal loss by thousands of Shreve
port citizens because he was a warm per
sonality who was as he said himself, "not 
lower than the highest nor higher than the 
humblest." 

Clyde Fant was a native of nearby Linden, 
Tex., and came to Shreveport as an employe 
of Southwestern Electric Power Co. He en
tered politics in 1944 when he was appointed 
to serve the unexpired term of the Commis
sioner of Public Ut111ties. In 1946 he ran for 
the oftlce of mayor, was elected and was re
elected in 1950. He did not seek re-election in 
1954. but ran for the oftlce again in 1958 and 
continued to serve as mayor until 1970. He ' 
retired from public oftlce because or-ill health. 

Mr. Fant's political ability succeeded in 
getting the State Legislature to give the 
municipalities of the state a portion of tlie 
tobacco tax. This made him perhaps Loui
siana's most popular mayor and preceding 
every gubernatorial election his name was 
mentioned as a possible candidate. His ability 
was recognized at the national level and for 
three years he served on the Advisory Board 
of the National Council of Mayors and at
tended the World Conference of Mayors at 
the Hague, Holland. 

Mr. Fant was active in many civic and rell
gious endeavors. For many years he served 
on the Board of Trustees of Broadmoor Bap
tist Church and was a past president of the 
Broadmoor Kiwanis Club. 

The public accomplishments of Mr. Fant 
are too numerous to list here. A newspaper
man once asked then Mayor Fant what he 
regarded as his greatest accomplishment in 
oftlce. He replied that he would let the public 
decide that. Perhaps his greatest accomplish
ment was moulding himself into the worth
while public servant and private citizen that 
he was. 

The Journal extends its sincere sympathy 
to his immediate survivors who include his 
Wife, Mrs. Margaret Fant, and two sons, Judge 
Jac.k Fant of Shreveport and Dr. Clyde Fant 
Jr., a professor at Southwestern Baptist The
ology Seminary, Fort Worth, Tex., and his 
mother, Mrs. John P. Fant of Jefferson, Tex. 

[From the Shreveport (La.) Times, 
July 8, 1973} 

A FaiENDSHIP VIEW 

(By Stanley R. Tiner) 
This is one of those maudlin, intensely 

personal kinds of columns that journalists 
invariably swear they wm never write, and 
then turn around and write anyway when· 
the time comes. 

It is born out o:t my tenderfoot days as a 
Shreveport Times reporter covering City 
Hall in the twilight days of Clyde Fant. It 
was like being a yoting sports writer cover
ing Babe Ruth because Clyde Fant was as 
big-league as any political figure you will 
meet. 

He had the thing that men admire wher
ever it exists, whether it be in sports, poll
tics, or in just plain life-class. 

The death of Clyde Fant, for the moment 
at least, recalls not memories of the poll
tical power that he wielded, nor :tor an 
evaluation of the years o:t his dominion, but 
rather that death brings recollections of a 
very human man. 

This was the Clyde Fant behind the facade 
of office, a man concerned very much With 
other people, with his friends and his family. 

HAD RARE GIFT 

He had the rare gift (it was perhaps his 
most important asset) of touching people 
with his words and his actions. His abllity 
to shift easily through the emotional gears 
of humor, seriousness, humility and ex
aggerated grandeur was extraordinary. 

He was a "man-in-the-street" politician 
of the first order and his death robs the 
state of one of its last such men He took 
his campaign to the cofl'eeshop level of al
most every man, whether it was in a public 
restaurant or a private shanty. It was on this 
personal level that he built success of un
usual dimension. 

A single event occasionally crystallizes Ol.l.r 
mental image of a person and in the shadow 
of Clyde Fant's death his last moments as 
mayor come to mind: 

On the exterior he tended to be steel
tough but on Nov. 10, 1970, tears washed 
away that image as he told his city goodby. 

"I bow out gracefully, wishing each of you 
the best things in life," he said. 

He then quietly exited through a side 
door and left City Hall with the sounds of 
a standing ovation stm ringing in council 
chambers. 
· He never played the role of Monday

morning quarterback, as he had promised
he would not, but when called upon to aid 
in the passage of city ad valorem taxes which 
had been unexpecte.dly defeated on the first 
try, he personally came back and assured 
their passage. 

Clyde Fant simply told the people that 
they should vote for those taxes and they 
did. It was the fitting public gesture that 
said appreciation better than the more for
mal and planned events to mark Clyde 
Fant's stepping down from oftlce. 

In those days of basked reflection, days 
that could have been better spent With 
friends and good cigars down at his favorite 
local grill. Clyde Fant chose the hardship 
of further service when Gov. John Mc
Keithen asked him to serve on the Louis
lana Tax Commission. 

As in everything once he took on the 
task he did so wholeheartedly. Those who 
knew him and knew of his efforts on the 
commission wm tell you he worked day and 
night and spent months reading the tedious 
laws and regulations relative to his job. 

He and his beloved Margaret were a com
mon sight to air travelers to Baton Rouge as 
they made ·their weekly trips between the 
Capitol and Shreveport. 

But of all his achievements none was given 
the prominence in Clyde Fant's recollections 
than those successes reached by his sons. 

Though both are still relatively young 
men, they have already reached attainment 
in their fields. Clyde Fant Jr. is a professor 
at the Southwestern Theological Seminary 
in Fort Worth and has just returned from a 
year's study in G~rmany. 

John Fant has been elected to a Caddo 
District Court judgeship and has already 
been mentioned prominently for higher 
oftlce. 

The authorship of their lives and the joy 
of grandfatherhood were the bright spots 
that shone through Clyde Fant's last pain
ful year o:f life. 

He savoured that year and lived it to t h e 
fullest. 

He met the prospect of death by promising 
his Lord that he would do something good 
for someone on each day that he was given. 

He fulfilled that promise with quiet back
street good deeds to those he knew, and 
sometimes for those he didn't know, and he 
died. 

My occupation of editorial writer may 
dictate for some future day a :fuller view of 
the political life of Clyde Fant, but for now 
such judgments are subjugated to a feeling 
of loss, and grief. 

Farewells to friends do not require more. 

POLrriCS AND ECOLOGY 
Mr. DOMENICI. Mr .. President, it is 

with great pleasure that I bring to the 
attention of the S.enate a report re
cently compiled concerning the annual 
meeting and conference of Politics and· 
Ecology held May 2 in Santa Fe, N. Mex. 
I am especially pleased with the success 
of these to formerly divergent groups in 
working together to achieve mutual 
goals. From the opening message, con
cerning a look at current environmental 
legislation, to the concluding paper, deal
ing with legislative solutions to the en
ergy crisis, I see great effort and poten
tial success in these two powerful groups 
that are working together for the better
ment of all Americans, today and for 
generations to come. The environmental 
groups, with their good cause, and the 
po~tical groups, with their great influ
ence, can together achieve great success 
for our society. I am pleased to see this' 
progress and hope it is the first indica
tion of many such efforts in the future. 
Mr. President, I ask unanimous consent 
to print the 1·eport of · the Regional En
vironmental Education Research Im
provement Organization's annual meet
ing and conference in the RECORD. Many 
sectors of society have contributed to 
this report and I believe it will be of great 
benefit to all who read it. 

There being no objection, the repor~ 
was ordered to be printed in the RECORD, 
as follows: 
POLITICS AND ECOLOGY-ANNUAL MEETING AND 

CONFERENCE 

(NoTE.-Figures and slides referred to are 
not printed in the RECORD.) 

BOARD OF DIRECTORS AND STAFF 

Jesus Os.brera, Fundacion Rural Mexicana 
AC, Mexico. 

Wendall Chino, President, Mescalero 
Apache Tribe, Mescalero, New Mexico. 

H. W. Cocklin, Arizona Public Service Co., 
Farmington, New Mexico. 

John Eichelmann, Jr., El Paso Natural Gas, 
El Paso, Texas. 

Martin H. Gonzalez, Rancho Experimental 
La Campana, Chihuahua, Mexico. 

Ladd Gordon, State Department of Game 
and Fish, Santa Fe, New Mexico. 

Fred A. Gross, Jr., Nuclear Defense Re
sea.rch Corporation, Albuquerque, New 
Mexico. 

Peter Hanagan, New Mexico Oil and Gas 
Association, Santa Fe, New Mexico. 

Ted Koskella, U.S. Forest Service, Albu
querque, New Mexico. 

Charles T. Lee, N.M. cattle Growers As
sociation, Albuquerque, New Mexico. 

Mally Ribe, League of Women Voters, Los 
Alamos, New Mexico. 
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Alvin Stockton, Rancher, Raton, New 

Mexico. 
Gerald w. Thomas. President, New Mexico 

State University, Las Cruces, New Mexico. 
Marvin L. Watts. Chle! Chemist, AM.AX 

Chemical Corporation, Carlsbad, NewMexl.r;:o. 
R. E. York, Vice President. El Paso Electric 

Company, El Paso, Texas. 
Keith Austin, Executive Secretary .. Nancy 

Denzler, Secretary. 

WELCOME 

(By Sunny BUtler) 
(NoTE.-Sunny Butler is the Vice Presid~t 

of the Education Committee. REERIO.) 
It is my pleasure to welcom~ you to our 

conference entitled "Politics and Ecology." 
This s.ubject is a special favorite of mine be
cause to me the influence of people upon one 
another is. a strength more powenul than 
money. 

On the trip up here. Harry Burleigh talked 
with us. concerning projects he was working 
on. He said that no matter how much money 
was involved, he found he was stumped un
less he could stir up public interest in a 
project. He s.ald most specifically the interest 
of women. He talked about involving the 
League of Women Voters, Garden Clubs and 
the Audubon Society. I didn't say •women' 
because I didn't want to be a 'female chau
vinist.' _. . 
· Maybe I've told you be!ore about my visit 

with PR people in Albuquerque but it bears 
repeating because at that particular time I 
felt I had one of the most important inspi
rations of my life and it came about in this 
way: Ron _Hamn who was the moderator of 
that particular conference and som_e others 
wer.e having break!as~ together and Ron 
Hamn was talking about this great conflict 
with regard to the environment and al.l the 
different sides that were involved. When I 
made my speech I said, "Gentlemen, there 
are no sides to a globe. What we have here 
is not a conflict, but a mlx. I express my 
ideas and you express yours. We may not 
agree at this time or in this place, but some
where out there in the mix, ideas come to
gether and solutions begin to emerge." 

As I was preparing to · come here today I 
got a call from the newly elected vice presi
dent of the meteorological society, but now 
this newly elected officer was approaching me 
to . find out my qualifications for speaking 
With his quote "objective:• "scientific, .. 
group. He also mentioned the term 'emotion
alism.' Of course I reserved my remarks upon 
this occasion, but you can be sure that when 
I have my friend as a captive audience I wlll 
remind him that. «scientific objectivity, .. 
technology, and government combined have 
not prevented us from gettj.ng into the mess 
we are in. True, they will help to get us out, 
but scientific objectivity and •emotlonalisms.' 
notwithstanding some other terms like ethics, 
integrity .. and principle wlll have to be ap
plied, if not by officials,. then by the people 
themselves. 

As he went. on I was reminded of the new 
head of the Atomic Energy Commis.sion and 
her statement that environmentalis.ts are not 
being asked fo~ theil' credentials and they 
are these: We are citizens. Citizens have the 
right to participate and become involved in 
decisions which a.1Iect them and their lives 
and they definitely have. the respons.ibility 
to participate in governmental functions 
which belong to them. I am frequently dis
mayed and disgruntled that so many .. people 
in public ille, i.e. officials, agencies etc. seem 
to feel that the go.vernmental bodies. which 
belong to the. people should not be influenced 
and participated in by the people. 

Now we come to the essential point-p.olf
tf.C3 is peo.ple... what. -they know, and what 
they do. We hope to catch some sense a! the 
legislation involved • .how it affects us.. what 
it means to industry-. our localit~ and our 
nation. 

r see a glorious hour ahead o! us because I 
see .that we are listening to each othe.r as we 
never have before. I think we shall look back 
upon this period of coming to terms with the 
envirOnment as a time of coming together. of 
working toget-her, all nations. and all people, 
for a better quality of life for all. Let us re
mind ourselves often as we go forward to
gether that there is greatness in all of us; in 
t-hose we call our enemies as. well as in those 
we name our friends. Ultimately our enemies 
may benefit us even more than our friends 
because they make us think~ and sometimes 
they even make us change. 

PoLITics-A LoOK AT CmmEN-r ENviRoN
MENTAL LEGISLATION 

{By COoper H. Wayman) 
(NoTE.-cooper Wayman is with the En

vironmental Protection Agency as the Re
gional Counsel. Region VI, in Dallas, Texas. 
Prior to this he was Assistant Regional Coun
sel, EPA, Region VTII in Denver, Colorado.) 
·. It · is a pleasure to be here and talk to you 
about the Env~onmental Protection Agency 
and its programs for quality control of our 
environment. 

I would like to say at the outset that r 
firmly believe we are beginning to make some 
real progress on the long road to environ
mental soundness .. and that we are going to 
see steady improvement the rest of the way. 
I am a born optimist who believes that, what
ever the problem. this country has the ability 
to solve it. A nation that can send men to 
the moon and bring them back-not once 
but many_ t.im.es-surely can clean up the 
environment and keep it clean. 

Since the Environmental Protection Agen
cy was created by President Nixon in De
cemb~r 1970. we have spent considerable time 
in .. getting ready/' that is. we have been 
busy setting up the ~achinery to accom
plish our goals. I don't say that all the ma
chinery is in place, but I assure you that 
soon we are going to see improvement. in the 
quality of our air and water; we are going 
to reduce noise pollution, clean up our rivers, 
reduce noise, and more efficiently dispose a! 
our solid wastes. 

My optimism stems first from what we al
ready are doing. second from an in-born phi
losophy of mine that nothing is impos.sible. I 
refuse to be a captive of the past. "It can't 
be done" is no longer acceptable in our so
ciety. At this point. we have barely tapped 
o.ur capacities for doing things. The laws of 
physics ·and aerodynamics which enabled our 
astronauts to get. to the moon and back ex
isted a m1lllon years ago, but not until these 
laws were sought out were they discovered 
and applied. Today we live at the very stand
point of opportunity and look out upon a 
frontier of new ideas. Since ideas are infinite, 
our opportunities for accomplishment are 
unlimited. There. may be some inconven
iences and uprootings in the process, but I 
believe we are headed for a better world. par
ticularly in those areas that concern the en-
vironment. · 

As you know, a term of considerable sig
nificance to the EPA i.s "Air Pollution Control 
Implementation Plan." The Clean Air Act of 
1970, under Section 110. sets forth the re
quirement that. each state shall develop im
plementation plans for attainment of stand
ards. An implementation plan in simple terms 
is the workable program designed by respec
tive states t() achieve the adopted ambient 
air standards within the time frame outlined 
In the Clean AU Act. At. the heart of a. plan 
is the controL- strategy hich incorporates 
emis$ion. limitations. 

The EPA Region VI includes Texas, New 
Mexico. Oklahoma~ Arkansas and Louisiana. 
All these states. submitted implementation 
plans in January 1972 and have subsequently 
begun a.Qministering their respective pro
grams. i.n. a.<X:ordance with the plans. Each 
state has: subm.i:li'ted in accoEdance with the 

plans. Each st:ate has submitted revisions 
for review and approval as the refinements 
were needed, and EPA has called ·for 'revi
sions where the · plans have · been found to 
be deficient. These options are always open 
as new information becomes available. Also, 
where a state fails to correct deficiencies, the 
EPA must promulgate regulations which it 
feels are required for attainment of National 
Ambient. Air Quality Standards. 

In the case of New Mexico, several deficien
cies were noted iii the originally submitted 
plan and consequently, portions were dis
appro.ved by EPA on May 31, 1972. Since 
then, the state has corrected some areas of 
con cern. However, as of today, the following 
portions of the plan remain deficient .. 

Genera! Requirements: The plan dDes not 
pro-vide for public: availability of emisSion 
data. Of primary concern in this area is that 
all emissions data should be available to the 
public. The New Mexico plan allows emission 
sources to remain confidential under cer
tain conditions. 

Control Strategy and Regulations: Sulfur 
Oxides: The plan does not provide for attain
ment and maintenance for the national 
standards for SO~ In the Four Corners Air 
Quality Control Region (AQCR). EPA pro
mulgated a corrective regulation on March 
23, 1973, which effectively requires 70% con
trol. The compliance date for primary stand
ards is designated as March 15. 1976. 

Further, the plan does not provide for at
tainment and maintenance of secondary 
standards for SOq in the Arizona-New Mex
ico Southern Border AQCR. The requirements 
for submittal of this portion of the plan has 
been deferred untU July 1973 to allow fur
ther definition of control strategies relating 
to smelters. 

Control Strategy: Particulate Matter. The 
plan does not provide for attainment and 
maintenance of national standards for par-. 
ticulate matter in El Paso-Las Cruces-Ala
mogordo AQCR. Of primary concern in this. 
region. regarding particulate matter, are the 
emissions designated as Fugitive Dust. These 
~isslons are mainly generated from unpaved 
roads and agricul~ural-related practices. The.. 
EPA Administrator granted an extension in 
time for the development of a plan in the . 
New Mexico portion of the region to allow 
further definition of the problem and ~low 
time for the establishment of emiss.lon fac-
tors and an adequate control strategy. 

Compliance. Schedules: The plan does not 
require increments of progress for schedules 
extending beyond January 1974. Periodic 
points of progres.s need to be identified and 
monitored to assure compliance within the 
time frame of the Clean Air Act. 

All other portions of the New Mexico plan 
are deemed approvable at this time. How
ever, as I have indicated, whenever new 
1nf~rmation becomes available. a call for revi
sion may become neces.sary. EPA itself may 
be the new information source. For example, 
I refer you to. the recent decision to delay 
for one year the attainment of automobile .. 
emis.slon reducti~ The fully anticipated 
reduction-90% on 1975 light-duty vehicles 
below the 1970 model emissions-will not be 
achieved until 1976. Many of the state im
plementation plans took credit. for federally
regulated reductions in their calculations 
for attainment of standards by 1975, and a 
one-year delay will now require a. re-evalua- · 
tlon and possibly introduce transportation 
control measures in some areas not. previ
ously deslgna"ted. What I am. pointing out 
here is the state and EPA must continuously 
monitor progres.s and trends toward attain
ment and maintep.ance of standards. 

The 1972 amendments. to the Federal 
Water Pollution Control Act. gave us a whole 
new set. of tools with wh1ch to clean up 
streams. They · mandate a sweeping federal
state campaign to prevent, reduce and elim
inat e water pollution under two general 
goe.IS~ (1). to att&in water cle.an ·enougll for. 
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flsh, wildlife and recreational uses by 1983; 
an.d (2) to eliminate all discharges of pol
lutants into the Nation's waters by 1985. For 
the first time, the law extends the federal 
poU\:tion control program to all U.S. waters; · 
previously, only interstate waters were cov
ered by federal legislation. 

The 1972 law establishes a new system of 
permits for discharges into the Nation's 
waters, replacing the 1899 Refuse Act permit 
program. No discharge of any pollutant from 
any point source is permitted without a per
mit, and publicly-owned sewage treatment 
plants and municipally-controlled discharge 
points, as well as industrial dischargers, must 
obtain permits. 

We have just recently announced that 
application forms for certain types of dis
charges are now available from our Region 
VI office in Dallas. Forms now available are 
these: Short Form A, for municipal waste
water dischargers; Short Form C, for manu
facturing and mining operations; and Short 
Form D, for wholesale and retail trade, sery
ice and commercial establishments, includ
ing vessels. Th~se forms and instructions 
may be obtained by contacting our Permits 
Branch Chief _for the Region VI office in 
Dallas. 

Anyone applying for a federal license or 
permit must obtain certiflcation from the 
state that the discharge will be in compliance 
with the new law. States must give public 
notice of all applications for certiflcation 
and may hold public hearings on certiflca
tion applications. 
· If a certification by one state wlll result 
in a discharge that may affect water quality 
in another state, a public hearing must be 
held by the federal agency that issues the 
license or permit, if requested by the second 
state. If the permit or license will result 
1h discharges that are not in compliance 
with water quality requirements, the license 
or permit cannot be issued. Industries dis
charging pollutants must use the "best prac
ticable" water pollution control technology 
by July 1, 1977, and the "best available'• tech
nology by July 1, 1983. · 

EPA will issue guidelines for "best practi
cable" and "best available" technologies for 

· various industries by October 1973. The 
guidelines can be adjusted by several factors, 
including the cost of pollution control, the 
age of the industrial facility, the process 
used and the environmental impact of the 
controls. · 

By May 1974, new sources of industrial 
pollution must use the "best available dem
onstrated control technology." 

Discharges of toxic pollutants will be con
trolled by effiuent standards to be issued 
by EPA no later than January 1974. EPA 
1s empowered to prohibit discharges of toxic 
pollutants, in any amount, if deemed neces
sary. The 1972 legislation prohibits the dis
charge into the Nation's waters of any radio
logical, chemical or biological warfare ma
terials, or high-level radioactive waste. 

Any industry that discharges its wastes into 
a municipal treatment plant must pre-treat 
its effiuent so that the industrial pollutants 
do not interfere with the operation of the 
plant or pass through the plant without 
adequate treatment. This requirement takes 
effect no later than May 1974 for new indus
trial sources of pollution, and no later than 
July 1976 for. existing industrial facilities. 

The law also authorizes loans to help small . 
businesses meet water pollution control re
quirements, and provides for more federal 
aid to local governments and sets deadlines 
for stronger control measures. 

Federal construction grants of up to $18 
billion are authorized over the next three 
years to help local g~vernments build needed 
sewage treatment facilities. Actual payment 
of federal grants will extend over a nine-year 
period. Under present allocation plans, New 
Mexico will receive $21.1 million for the three
year fiscal period 1972-1974. 

The federal share of the cost of local treat
ment facilities is now 75 %, with state and 

local governments paying the balance. The 
maximum federal share was 55% under previ
ous legislation. 

In order to qualify for a federal construc
tion grant, sewage treatment plants approved 
before June 30, 1974 must provide a mini
mum of secondary treatment. After that date, 
federal grants may be made only to plants 
that will use "best practicable" treatment. 

All sewage treatment plants in operation 
on July 1, 1977-whether or not built with 
the aid of federal grant, and no matter when 
bunt--must provide a minimum of secondary 
treatment. Exception: A plant being built 
with the help of a federal grant that was 
approved before June 30, 1974 must comply 
with the secondary treatment requirement 
within four years, but no later than June 30, 
1978. 

Also by July 1, 1977, all sewage treatment 
plants must apply whatever additional, more 
stringent effiuent limitations that may bees
tablished by EPA or a state to meet water 
quality standards, treatment standards or 
compliance schedules. 

The United States generates 360 million 
tons of solid waste each year-garbage, trash, 
cans, bottles and other solid materials. Al
though the pril::lary responsib111ty for the 
management of solid materials resides with 
state and local officials, federal activity has 
been directed by Congress into several areas: 
( 1) construction, demonstration and appli
cation of waste management and resource 
recovery systems for the preservation of air, 
water and land resources; (2) technical and 
financial assistance to agencies in planning 
and developing resource recovery and waste 
disposal programs; (3) national research 
and development programs to develop arid 
test methods of dealing with the collection, 
separation, recovery, recycling and safe dis
posal of nonrecoverable waste; ( 4) guide
lines for the collection, trasnportation, sep
aration and recovery and disposal of solid 
waste; and (5) training grants in oc~upations 
involving design, operation and maintenance 
of solid waste disposal systems. 

The hazards of using chemical pesticides 
have increased in recent years with the 
sharp rise in their consumption by agri
culture, industry, householders and govern
ment. In 1970, United States production of 
pesticides and related products totaled 1,034 
billion pounds, with sales valued at $870 
million. Some 800 million pounds of pesti
cides are used each year in the United 
States and about 40% is applied by agri
culture. 

Some 32,000 pesticide products-including 
insecticides, herbicides, plant growth regu
lators, rodenticides, bactericides and fungi
cides--made from one or more of 900 chem
ical compounds are currently registered with 
the U.S. Environmental Protection Agency. 

The Federal Environmental Pesticide Con
trol Act of 1972 substantially amends the 
Federal Insecticide Fungicide and Rodenti
cide Act (FIFRA) of 1947. Here are major 
provisions of the new law: 

The use of any registered pesticide in a 
manner inconsistent with labeling instruc
tions is prohibited. Pesticides must be clas
sifled for "general" use or "restricted" use 
within two years after October 1974. The 
states will certify pesticide applicators for 
use of restricted pesticides. The law allows 
four years for development of certification 
programs. Federal standards for certiflca
tion must be set forth by EPA by October 
1973, and the states must submit their cer
tification programs based on these standards 
to the Agency by 1975. The EPA Administra
tor may issue a "stop sale, use and removal" 
order when it appears a pesticide violates 
the law or its registration has been suspended 
or finally cancelled. Pesticides may also be 
seized if they violate the law. 

Pesticide manufacturing plants must be 
registered with the Federal Government 
(EPA) one year after enactment of the new 
law. 

July 23, 1973 
Federal assistance to the states to enforce. 

provisions of the law and help develop and 
administer applicator certification programs 
is authorized. 

The EPA Administrator is required to de
velop procedures and regulations for stor
age or disposal of pesticide containers. The 
Agency may issue experimental use permits, 
conduct research on pesticides and alterna
tives, and monitor pesticide use and pres
ence in the environment. Indemniflcation is 
authorized for certain owners of pesticides 
registrations which are suspended, then 
cancelled. 

Many of you in the fuel industries are fa
miliar with EPA's pollution contingency plan 
involving the discharges of oil and hazard
ous substances. Congress has declared that 
it is the policy of the United States that 
there ~hould be no discharge of oil into or . 
upon the navigable waters of the United 
States, adjoining shore lines, or into or upon 
the waters of the contiguous zone. The pri
mary thrust of this plan is to provide a fed
eral response capability at the regional level. 
The On-Scene Coordinator shall determine 
1f the person responsible for the discharge of 
oll or other hazardmu; polluting substances 
has reported the dischhrge in accordance with 
the act and is taking adequate action. 

In the event the person responsibile for a 
pollution incident does not take proper and 
appropriate actions to contain, clean up 
and dispose of pollutants, or if the discharger 
is unkn9wn, further federal response must 
be instituted. Through the resources of the 
regio~al omce, EPA will provide technical 
expertiSe relative to environmental pollution 
control techniques, including assessment of 
damage and environmental restoration. 

I have touched on some of the highlights 
of the Agency programs and the new laws 
under which they are operated. I could not 
possibly, within the time allotted for this 
presentation, cover the entire spectrum of 
EPA activities, but I assure you we want to 
communicate adequately simply because 
good Communication is the real key to 
accomplishment. 

Also, I · would like to emphasize ·that EPA 
1s taking a reasonable attitude about the 
whole environmental ~ffort. The . pollution 
dilemma we fin~ ourselves in didn't appear 
in one day, and certainly it cannot be solved 
in a d~y. EPA seeks no villains; no whipping 
boys. We only want to help clean up the 
environment ~ _which you live and to pre
serve it for future generations. 

Thank you. 

RIO GRANDE REGIONAL ENVIR.ONMENTAL 
PR_OJECT 

(By Harry Burleigh) 
(NoTE.-Harry Burleigh is the Executive 

Director of the Texas Water Development 
Board in Austin, Texas. He has served in this 
capacity since March of 1971. Previously he 
was Chief of Investigations for the U.S. 
Bureau of Reclamation for Texas in Austin.) 

President Thomas, guests, Mrs. Butler, la
dies and gentlemen. As you have just learned, 
I have been asked to discuss with you the 
Rio Grande Regional Environmental Project. 

For all practical purposes, the project had 
its beginning in the minds of local people 
as a water supply project. Officials and oper
ators of water districts, the people of Las _ 
Cruces, Juarez and El Paso could see that 
a preponderance of the population was going 
to place almost impossible demands on a 
meager water supply, and on that · basis 
came to the Bureau of Reclamation office 
1n Austin, Texas in 1969. Essentially they 
said to us, "go find some more water for us, 
we're about out." 

Today, as in 1969, it's almost impossible , 
for an engineer or his breed to promote, 
carry, and furnish a pure, simple water 
supply project. This was explained to the 
local people during their visit to Austin. 
It was .our view~and it was suggested to 
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them,-there were other water sources avail
able in the El Paso area and inste.ad of de
velop.ing a water supply project we .at
tempt to integrate the physical and tech
nical investigations relative to water sup
ply into a broader con~ept--~he whole .~
cioeconomic environmental concept-so that 
if and when we -establlshed the' fact that 
there were new water supplies and proposed 
the development and transmission of such 
we wouldn't get into a large harangue with 
the sociologist, ~he economist, and the en
vironmentalist. 

This was a counter proposal by the Bureau 
of Reclamation, and since my office at that 
time · made the proposal under my direction 
as the engineer in charge, I want to empha
size that it was not a hypocritical proposal. 

In the four decades I have been in this 
business, I have seen more than one water 
project I felt that in the long run did not 
fit well into our changing economy or our 
changing social conditions. It waif with every 
bit of integrity I possess that I proposed, 
instead of the old forty-year water supply 
study, let's study the whole bag-the en
vironment, the social impact, economics and 
everything-and see if 'Ve could get a wa,;er
supply project that was really acceptable, not 
only to the professional but to every facet 
of our culture. · 

We proposed the E1 Paso area as ideal for 
such a study. The study area, for all prac
tical purposes, stretches from Elephant Butte 
down to Fort Quitman. If ever there was an 
isolated area-from everything and every
body-it's this area. The area sobs big tears 
when you go out there. They feel isolated po
litically and economically. It's 600 miles to 
the capital of Texas, 250 to Santa Fe, and 
250 miles before you get to the first town 
west of Tucson. They do feel isolated, and in 
many ways are isolated. 

In our view it was an isolated area that 
could be a good example to learn if we could 
integra•e the views of the engineers, the 
economist, the sociologist, the environmen
talist into a study that would make every
body happy and not lead to arguments when 
it came time to build the physical works 
that the local people in time would evaluate 
project by project to determine what they 
wanted in their own interest. 

As an engineer I want it known :flatly I 
don't like arguments over projects I have to 
bUild because ·arguments lead to court. For 
your information, at this moment down ln 
my state I am inter-associated with eight 
court cases that are holding up projects that 
have to be developed, and r assure you they 
will be developed. Everytime one o! these 
projects is held up for one year construction 
costs co up. Construction costs are going up 
9, 10 and 11 per cent a year. If I have to de
lay, by I, I mean my agency, on a project 
down on the Gulf Coast that at the moment 
costs $40 million and is badly needed, the 
cost-and we're in court ir~ Victoria-because 
of a year's stalling. has increased to $44 mil
lion. If that amuses some of the ladles here 
today, let me remind you that when that 
water comes out of the tap into your cooking 
pot it's going to cost you 10 per cent or more 
than it would have if we hadn't gone to 
court. Thi~ is why at least one engineer in 
this room will explore every avenue to get 
together with the environmentalists. 

I wasn't being hypocritical when I pro
posed the RGREP study. I reiterate, I have 
seen four decades of ".ihe water business, and 
in retrospect, I have seen projects conceived 
and ''uilt that should have been done so with 
a_ lot more care and 1ntell1gence. This 1s a 
::ritictsm of my· own profession. 

Until several years ago, any engineer out 
Df high school if he heard of someone want
ing a proJect could run out into the coun
try and find a dam site and build a project. 
Those days are gone, they're gone forever. I 
think it is good they are gone •. 

Again, let me point out· that ·the RGREP 
projects stretch from · Chama to ·Elephant 

Butte and on to Fort Quitman. It takes in 
the whole American statesic,le econoll_ly of _the 
Rio Grande Valley. Speci:flsally. defined pur
poses are.: (1) improve the declining water 
resources that we ~re fight~g; (2) to foster 
improvement in the econom~c well-being of 
the citizens of the region through expanded 
regional development within proper environ
mental restraints; (3) to protect and en
hance the natural environmental resources 
for the benefit of the citizens of the region, 
the state and the nation; and lastly, to im
prove the quality of life environmentally and 
socially for all of the citizens of the region. 
As far as I know, RGREP is the first of its 
kind. 

Some of you may be familiar with the West 
Slope study. The study was supposed to in
clude all orders west of the Continental Di
vide. The environmental factors were so com
plex the study has been abandoned. The area 
to be studied was a microcosm. It was a rel
atively small area, not the entire western 
states. It had all the factors, I think that we 
studied in making reasonable conclusions in 
the RGREP area. If we pull this off success
fully-because of its complexity-it's going 
to call for the integration of a wide variety 
of skills and disciplines. 

Following this, we have attempted to in
clude in our studies as many skills and dis
ciplines as possible. Essentially this composes 
our executive committee. Included is the 
Bureau of Reclamation which gives us entree 
into the federal agency and its varied facets; 
the two large cities involved, El Paso and Las 
Cruces, the region's irrigation districts. 

Others involved include a spin-off organi
zation of the Council of Governments
GAIN, which has made a very fruitful in
ventory of the region's economy and eco
nomics; the State Engineer of New Mexico, 
your very, very able Steve Reynolds from 
Santa Fe, and my own agency, the Texas 
Water Development Board in Austin. The col
leges and universities are also involved, and 
probably the bulk of the heavy thinking and 
new research that will be needed will be done 
by New Mexico State University at Las Cruces, 
Texas Tech University at Lubbock, and 
others in the two involved states. 

Now add that all up and that's quite a 
bundle of skills and brains attacking a new 
type of job. If we can't pull it off out of that 
pile of brains and skills in a little microcosm 
like the Rio Grande Valley, I don't think it 
can be implemented in vast areas like the 
entire Missouri basin or the west slope of the 
Rockies. 

RGREP involves an incredible variety of 
studies. I have a piece of paper here-it looks 
like legal paper. This is our study outline. 
On this paper are 65 types of studies that 
must be made in order to make RGREP 
workable. These studies include institutional, 
legal, land, ground water-the whole bag. 
They all have to be studied in order for them 
to be an intelligent integration of the en
gineer and the environmentalist. 

From the results of our studies-and we 
have been involved in the project for two 
years and it now appears that three or four 
more years will be needed to complete our 
work-we hope to present to the residents 
of the area several alternatives that they can 
pursue as they move ahead into their future. 
We hope to pose answers to quizzes and ques
tions that are environmentally d'esirable and 
acceptable. 

Now I said environmentally acceptable. I 
could define what environmental means to 
me as an engineer that has to build water 
supply projects. I mentioned that we were in 
eight court cases with many environmental
ists, but I don't see any coordinated, con
solidated, crystallized goal for the aggregate 
of the environmentalists. One group wants 
the land undisturbed; another group wants 
cleaner water, and anoth:er along our coastal 
estuaries · is greatly concerJ,led about the es
tuaries and their ecological balance. I, too, 
am concerned. 

What I'm .saying is that types like Il).e l:le.ve 
to work with . many types of. enviro.nmen
talists. To date, I have yet. to hear.from them. 
To my knowledge, they have not ·stated what 
their overall basic gut objective is. I am well 
aware of their overall effort, their · conce:r.n 
here, their concern there, but I have ye.t ·to 
find a defined environmental goal enunciated 
that would as such relate to people. 
· In my agency, environment means that 

any human being should be provided the op
portunity to earn a living in circumstances 
permissive of human dignity and in circum
stances of enjoyable rapport with the physi
ography of his own or other areas to which 
he may have access. 

That is quite a statement. But in our shop 
that is what we consider environment to be. 
But it means two things to us. Those who 
would stop developments will have to learn to 
compromise with my breed because damage 
will be done. When somebody gets thirsty 
enough or somebody wants water ·badly 
enough dams will be built. So first it means 
that those who would stop water develop
ment projects by reason of environment will 
have to learn to compromise with us; second
ly, it means that those who have to provide 
for the physical developments-guys like 
myself-will have to work with those con
cerned with the environment and compro
mise many of the things we would do with 
the goals and aspirations of the environmen
talists. 

Now that has not occurred to date. We have 
tried-most unsuccessfully-for this com
promise. We invited most of the Texas en
vironmental leaders to our office recently for 
two meetings. They came and the results 
were one of the better arguments of the lat
ter part of this century. But there was no 
compromising. I tried to the best of my 
abllity to get them to tell us what they 
wanted from us, what they desired for our 
environment, what were their stated goals. 
But to no avail. So we didn't do any com
promising. It is very difficult to compromise 
with someone when you don't know his 
ground rules. 

The definition of environment I gave a 
few moments ago means to me nothing but 
compromise. It's time for the physical scien
tists, the builders of my type and the en
vironmentalists 'to get together. We can 
build in many places and in many ways. Our 
plans do not have to be built the way we lay 
them out. 

That's what RGREP is. It's an attempt by 
the Jesse Gilmers, the Harry Burleighs, the 
Steve Reynolds to bring the many disciplines 
and the various skills into one bundle at one 
time and come out with a proposed physical 
project that is acceptable to everyone con
cerned, a project if you wlll, that won't lan
guish in court while the costs of its con
struction go up and up and up. That is all 
that RGREP is, and I think it can be de
veloped successfully. The skills and brains 
we have assembled for this project lead me 
to believe that we can accomplish the ob
jectives we have established for this small 
microcosm. 

I think this study can lead to a brighter 
future for this region. It w111 provide better 
opportunities through expansion of tts re
sources, more and better opportunities for a 
more abundant way of life for more people, 
and they can live that life in an acceptable 
environment. 

LAKE POWELL DECISION AND ITS RELATED 
PROBLEMS 

(By Jesse Gilmer) 
(NoTE.--Jesse Gilmer has served as the Rio 

Grand Compact Commissioner for Texas in 
El Paso since 1968. Formerly he was active 
as Board Chairman at Tri-State Equipment 
Company in El Paso, Texas.) · · . 

Under the general category, .. The Politics 
a~d- Ecology of_ Water," I have }?een Jl.SSlgned 
the subject of .. Lake Powell Decision and It's 
Related Problems." · ' 

. - -
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For the purpose o! this paper, .r have se

lected that portion o! Webster's unabridged 
definition of. politics which says, "that pol
itics is the art or science concerned with 
the guiding or influencing governmental po
licy.'' and "is a. branch of ethics concerned 
ovith the state or social organism as a whole 
rather tha.n the individual person." The word 
organiSm in the definition of politics ties us 
back to the unabridged definition of the 
word ecology. I borrow the term social orga
nism and use it along with the words politics 
and ecology to discuss the Lake Powell
Rainbow Bridge problems. 

It appears that the fir.st non-Indian to visit 
the Colorado Delta was Francisco De Ulloa 
in 1539. Juan De Onate who was explorer as 
well as colonizer reached the mouth o! the 
Colorado in 1604. 

In 1956 the Congress of the United States 
authorized the construction of Glen Canyon 
Dam on the Colorado River above Grand 
Canyon. The dam. was built in Arizona., but 
most o! the huge lake lies in Utah. Construc
tion of the dam included building the new 
town of Page, Arizona a.nd a bridge across 
the Colorado to carry a new branch of U.S. 
Highway 89 between Page and Kanab. When 
the gates of Glen Canyon Dam were closed 
in 1963, the histortcal period of the Colorado 
as a wild river within the Grand Canyon was 
ended. 

Lake Powell was named for ajor Powell 
the brilliant explorer. When he plowed 
through the Grand Canyon over a hundred 
years ago, Major Powell saw, .. royal arches, 
mossy alcoves, deep beautiful glens, and 
painted grottoes and a vast chamber carved 
out o! the rock." 

Because of the sweet. sounds which filled 
the great chamber, he named it the Music 
Temple. Lake Powell ha8 drowned Music 
Tem,ple and the rest of Glen. Canyon. 

To the engineer, Glen Canyon Dam is an 
object o1 great achie'lement and beauty. The 
dam and po er plant cost $24.8 million dol
lars. It will pay for itself through the sale o~ 
power. The lake is one o! the earth's beauti
ful man made objects. Boating, skiing, div
ing, fishing, swimming, sight seeing and 
pleasure in general is provided in abundance, 
because of the facilities. 

"The dam is regarded with loathing by the 
members of the Sierra Club, the Friends o! 
the Earth, and other conservationists groups 
and individuals who believe that it is waste
ful, unnecessary, and a monumental exam
ple of the harm that can be done when bu
reaucrats are faced with the compulsion to 
pour concrete." 

Backed up waters invite vaca.tionists. tn 
Lakes Meade and Powell, turn generators, 
irrigate California fieldst feed Los Angeles 
faucets, and fill San Diego swimming pools. 

Situated about six miles: !rom the COlorado 
Rive!' Channel up Rainbow Bridge Creek is 
one of the world's most beautiful colorful 
scenic pleasure giving sights: The Rainbow 
Bridge. The Rainbow Bridge arches 309 feet 
above the gorge. It spans 278 feet. Rai:nbow 
Bridge is large enough, lacking only inches, 
to frame the United States Capital bn:ilding. 
To those of you who would be for or against 
placing the United States Capital building 
under the Rainbow Bridge. I must report 
that during my research I found no plans 
considering the moving of it there. 

The Bridge is described by one author as 
appearing from a plane "to look like one-half 
of a butterscotch lifesaver lodged in a 
crevice." 

One author describes the bridge: "Rain
bow Bridge! Seeing it, I felt that lifeless mat
ter had been caught in dramatic action. From 
high on one canyon wall the solid rock seems 
to stream out and down in 11uid motion:• 

An editor once wrote, "the country sur
rounding the national monllnlent is unbe
lievably spectacular-. The Great stone Arch 
itself is one of the most inspiring wonders- we 
have ever seen. It Is the exclamation point 
at the end of a beautiful sentence.'• 

There are hundreds of arches and bridges 
in Arizona and Utah, yet Rainbow Bridge 
overshadows them all. 

The first non-Indian American was shown 
the Rainbow Bridge by a Paiute Indian on 
August 14-, 1909. 

With popular interest aroused, President 
William H. Taft on May 30, 1910 pr~served 
Rainbow Bridge for all time by proclaiming 
it a national monument. 

Before the formation of Lake Powell, the 
bridge could be reached by fiying over it, by 
walking, or by riding at least 14 miles by 
horse, or by boat travel !"rom Lee's Ferry o:r 
three. d ys duration followed by a six mile 
hike up rugged Bridge Creek. 

The guest book at the monument has b~n 
signed hy Theodore Roosevelt and Zane Grey. 

Between 1910 and 1957, the bridge was.. 
visited by 13,000 people. 

More than 9.000 persons visited Rainbow 
Bridge last Memorial Day weekend. This was 
only made possible. because of it's accessibil
ity by way of beautiful Lake Powell. 

One million people. will "\'isit Lake Powell 
in 1973, with great numbe.rs able to 'lisit. the 
Rainbow Bridge by wate.r. 

A U.S. District Judge has recently ruled 
that the water level in the still filling Lake 
Powell must be maintained at least 100 feet 
below capacity. 

The technical and historical aspents of the 
inter&tate river compacts and the engineer
ing analysis of the 1·es-u1ts o.f the federal 
court order if sustained have been supplied 
to me by Mr. Steve Reynolds. New Mexico 
State Engineer. Mr. Reynolds is the best 
qualified man in the western United States 
to supply the facts and interpret their mean
ing. 

The Colorado River Compact of 1922 al
located the consumptive use of 8~ million 
acre-feet of the waters of the Colorado River 
system to the lower basin states of Callfo.rnia, 
Arizona. Nevada, Utah nnd New Mexico. The 
Compact allocated the consumptive use of. 
7¥2 million acre-feet of the waters of the
Colorado River system to the upper basin 
states of Colorado, Utah. Wyoming, Arizona. 
and New Mexico. With respect to the upper 
basin allocation, the compact ca:cried an over
riding provision that the upper basin shall 
deliver at Lee's Ferry, a point on the Colorado 
River about 28 miles below the Utah-Arizona 
stateline, not less than 75,000,000 acre-feet 
in any period of ten consecutive years. 

Since 1948, at least two things have become 
abundantly clear. First, the average virgin. 
tlow of the Colorado River at Lee's Ferry 1s 
more than a. million acre-feet short of the 
15,000,000 acre-feet. Secondly, the river flow 
is so erratic from year to yea.r that large 
a.m.ounts of storage capacity a.re needed to 
regulate the delivery to 75,000,000 acre-feet 
in each ten years, and thus maximize the 
amount that may be. used in the upper basin. 
It now appears that even with nearly com
plete regulation o! the river, the upper basin 
\vill be able to use. only about 6.3 million 
acre-feet of the 7.5 million acre-feet allocated 
to it. 

Working wl:th the states of the upper basin 
and using the two Colorado River compacts 
as a framework. The U.S. Burea.u of. Reclama
tion planned the Colorado River Storage Proj
ect. Core elements of this project a.re four 
reservoir units with a. total a.~tive storage 
capacity o! 31.0 mfilion acre-feet. Lake Powell 
with an active capacity of 25 million acre-feet 
is the largest. 

Navajo Reservoir, about 40 miles abo-v:.e 
Farmington Is one of the storage project 
reservoirs. It. has an active capacity of 1.5 
million acre-f'eet and was completed in. 1962 
at a cost or $42,000,000. 

The Colorado River Storage Project was 
authorized in 1956. An important pro\dsion 
or the ae't is· that. hydr()electrlc power rev
enues in excess or the. amount. needed to
repay the cost or the dams. reseruoirs and 
power plants to be constructe-.. could be. used 
to subsidfze irrigation projects authorized b7 

the act or to be authorized by later acts of 
the congress. New Mexico's share of these 
excess power rev:enues is 17%. This share is 
estimated to amount to $2017 million dollars 
b-y-2059. 

In 1962 the Navajo Indian Irrigation Proj
ect and the San .Tuan-Cbama Diversion 
Project were authorized. The Navajo Project 
will irrigate 11(},000 acres for the benefit of 
the people of the Navajo tribe. The project is 
under construction at an estimated cost of 
$205,000,000. It will divert about 500,000 
acre-feet annually and will consume about 
half that amount. Navajo Reservoir will regu
late the water supply for the Indian project 
and will also regulate water Cor municipal 
and- Industrial uses consuming another 
100,000 acre-feet annually. About half of this 
latter amount; has already been contracted 
ior the operation of power plants in the four 
corners area in New ?-.:texico. 

The San Juan-Chama Project; will divert 
an average o! 110,000 aere-!eet of water an
nualiy from San Juan River tributaries in 
Colorado through the Continental Divide 
into the Rio Chama sys~em for use in the Rio 
Grande Basin of New Mexico. The total cost 
of the pro-ject is $89,000,000 and the main di
version works are now virtually complete. 
The city of Albuquerque has contracted for 
48,000 acre-feet of this water. The middle 
Rio Grande Conservancy District has con
tracted ~or 21,000 acre.:.feet, and 28,000 acre
feet is tentatively allooated !or the irrigation 
o! 40,000- acres in four small tributary units 
in northern New Mexico. Five thousand acre
fea-t annually has been allocated to maintain 
a permanent pool at Cochiti Reservoir, the 
Corps of Engineers~ Flood Control Project 
under construction be-low the mouth of White 
Rock Canyon. 

New Mexico's share of the power revenues 
from the Colorado River Storage Project will 
b"e used to p y that part of t1le irrigation 
project costs which are beyond the ability 
af the water users to pay. 

In 1968, the Congress authorized the 
Animas-La Plata Project in the same aet that 
authorized the Central Arizona Project. This. 
project would furnish water for irrigation, 
municipal, industrial, and recreational use 
in .southern Colorado and northern New 
Mexico. It will use 34,000 acre-feet of New 
Mexico•s upper basin allocation. The total 
oost of the project is $109,000,000 of which 
$26,000,00 is allocable to New Mexico. · 

The law whiCh authorized the Colorado 
River Storage Project in 1956 contained two 
provisions to satLsf"y the environmentalists, 
or preservationists. Section 1 provides; 

"That as part of the Glen Canyon unit, the 
secretary o1 the interior shall take ade
quate protective measures to preclude im
pa.irment o.f the Rainbow Bridge National 
Monunrent." 

Section 3 provides: 
"It is the intention of Congress that no 

dam. or reservoir constructed under the au
thoriza.tfon o1 this- act shall be within any 
national park or monument.'-' 

In November of !970 the Frfe.nds of the 
Earth filed a snit in the U.S. District Court 
for the District of Columbia seeking to com
pel the secretary of' the interior to comply 
with. these provisions of the- Storage Project 
Act. At first blusfi, the complaint may seem 
reasonable in View of the statutory provisions 
quoted. 

We report. again. a U:S. district judge has 
recently ruled that. e water revel in the 
still filling Lake Powell must be maintained 
at least- 100 feet eiow eap city. 

This stops filling the Iaket at one-halt 
capacity. · 

The B of. Becla.mat.tan as repeatedly 
requested. funds to cm:rstruet a. barrier dam 
and other works Bridge. Creek to prevent 
the •a.ters Lake. Po ell tl'om backing into 
the :e.atnho Bridge" on:mnen-e as tbe res
ervoir fills. The ccst the -works needed 
is. estimated at. $2 ,00&,00(}~ 

Co~r.ess in making appropriations for the 
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construction of Glen Canyon Dam has in
serted in the acts language prohibiting the 
use of any of the money appropriated for the 
construction of works to protect Rainbow 
Bridge Monument. The position of the con
gress in this matter is explictly based upon 
studies made by the U.S. Geological Survey 
which show clearly that there can be no 
damage to Rainbow Bridge as a result of 
Lake Powell waters backing up the arroyo 
which it spans. 

In preparing this paper I talked at length 
with an eminent geologist of the geological 
survey who headed up a 1959 study to deter
mine for the National Park Service, the 
Bureau of Reclamation and committees of 
the Congress possible damage to the Rainbow 
Bridge by Lake Powell waters. Based on these 
talks I was convinced that "no structural 
damage would befall the bridge if Lake 
Powell should ever fill with water." 

"With an abundance of water in the water
shed, Lake Powell would on the average be 
full only 13% of the time. Its water would 
flow in and out of the bridge monument. 
Most of the time during Lake Powell opera
tion its water would be completely out of 
the bridge monument property." 

"The bridge's actual underground founda
tions would not be damaged in any degree 
when Lake Powell is full." 

Based on several years association with the 
Geological Survey, I have absolute faith in 
its integrity and geological determinations. 

Furthermore, most preservationists don't 
want to see the protective works constructed. 
It is their view that the construction activity, 
including roads and the excavation of em
bankment materials, would insult the envi
ronment. Nonetheless, they insist that the 
provisions of the authorizing legislation 
should be satisfied; and they contend that 
this should be done simply by limiting 
the elevation to which the water of Lake 
Powell is allowed to rise. This would be a 
disaster for New Mexico water resou1·ces. 

Many reasonable people say that with the 
reservoir full there would be no material im-· 
pairment of the scene. Admittedly, after the 
reservoir is filled and then drawn down by 
releases, some vegetation will have been 
drowned out, a high water line will be notice
able, and there will be some silt visible in 
the bottom of the canyon, but these effects 
should not be unacceptable if all factors are 
taken into account. 

The lowest abutment of the bridge is at 
elevation 3721. When the water is at spill
way level, elevation 3700, the surface would 
be 21 feet below the abutment. The water 
in the arroyo below the bridge would be 46 
feet deep. 

Steve Reynolds says further, "if the maxi
mum flash flood occurred while the reservoir 
is full, the lake level would rise other 11 
feet but would still be 10 feet bela the low
est abutment. The bridge will not be inun
dated as some accounts might lead you to 
believe. The bridge rises 309 feet above the 
bottom of the arroyo which it spans. 

What the Friends of the Earth are really 
asking by thelr complaint is that the reser
voir not be filled above elevation 3600-one 
hundred feet below spillway level. There is 
no way for the court to require the secretary 
of the interior to spend money that the con
gress hasn't appropriated. Even if money were 
available, it is now too late to build the bar
rier dam that would keep Lake Powell out 
of Rainbow Bridge Monument. And that con
struction is probably the last thing the 
Friends of the Earth want. Let's look at the 
consequences of the court order. 

The active capacity of Lake Powell would 
be reduced from 25 million acre-feet to 12.1 
million acre-feet. With that reduction, the 
upper basin would be able to use only 5.2 
million acre-feet instead of 6.3 million acre
feet annually. The amount of water availa
ble for use in New Mexico would be reduced 
by about 100,000 acre-feet annually. The pow
er revenues available to subsidize irrigation 

projects in New Mexico would be reduced by 
$43 million. 

There would be no water available for the 
authorized Animas-La Plata Project. The 
amount of water available from Navajo Res
ervoir for municipal and industrial uses 
would be cut by about 36,000 acre-feet, and 
there would be a 7% shortage in the water 
supply for the Navajo Irrigation Project and 
the San Juan-Chama Project. 

El Paso Natural Gas Co., motivated by the 
energy crisis in the United States, is plan
ning to invest in excess of $1 billion in a coal 
gasification complex on the Navajo Reser
vation. The company has leased Navajo coal 
and has requested a contract for 28,250 acre
feet of water to serve this complex; the State 
of New Mexico supports this request. This 
development would be precluded. 

The State of New Mexico has reserved 7500 
acre-feet of the supply available from Navajo 
Reservoir for a project currently under in
vestigation by the Bureau of Reclamation to 
!"urnish a reliable supply for the city of Gal
lup. This project would be precluded. 

Albuquerque and the middle Rio Grande 
Conservancy District would get only 93 % of 
the water they have contracted for from the 
San Juan-Chama Project but the amount of 
their payments would remain unchanged. 

Perhaps the most disturbing effect is the 
7 % water shortage that would be visited on 
the Navajo Indian Irrigation Project and the 
four tributary irrigation units of the San 
Juan-Chama Project in northern New Mexico. 
The people in the project areas have counted 
heavily on the stimulus that these projects 
could give their chronically depressed econ
omy. A 7 % shortage would serio,--;ly cripple 
these projects and could make some of the 
tributary units infeasible. 

The complainants in the federal district 
court may be the Friends of the Earth but 
they are by no means friends of the men of 
the soil in northern New Mexico. 

A spokesman for the Friends of the Earth 
said an impending water crisis in New Mexico 
"could have been averted" if the federal gov
ernment hadn't ignored a law setting limits 
on the water in Lake Powell. 

"They (New Mexico) based their assump
tions on an illegal situation." "Had the De
partment of the Interior obeyed the law, this 
crisis would have been averted." 

"All the ruling does is enforce a law that 
had been on the books since the dam was 
authorized." 

I ask these questions: Do we subscribe to 
the definition usually attributed to Gifford 
Pinchot, the first head of the forest service, 
i.e., "The management of natural resources 
for the greatest good of the greatest number 
in the long run," should be our policy. Under 
this definition, it seems clear that the im
provement in access to Rainbow Bridge and 
the increase in water supply for the upper 
basin that will result from allowing Lake 
Powell to fill to elevation 3700 readily justify 
the slight esthetic disadvantage that might 
result from allowing Lake Powell to back 
into the arroyo below the bridge. 

You can see from the situation outlined 
so far and the status of Lake Powell water 
control as directed by the U.S. court, that 
the greatest of all showdowns is approaching 
between conservationists and those who seek 
to use natural resources to do man's bidding. 

We may be approaching the environmental 
shootout of the century! 

I now wish to propose some more ques
tions: Did the congress, over many years, by 
rejecting the Bureau of Reclamation's ap
propriation request, alter its position set 
forth in the authorizing legislation to the 
extent that Lake Powell waters will now be 
permitted under the Rainbow Bridge? Does 
the 1973 intention of congress intend that 
a dam or reservoir constructed may be with
in any national park or monument? This 
would be a new interpretation of the 1956 
law. 

Does the belief of many people including 

the geological survey, that no structural dam
age would ever befall the bridge should Lake 
Powell fill with water mean that the secre
tary of the interior has taken "adequate pro
tective measures" to preclude impairment 
of the Rainbow Bridge? 

Are we going to operate a multi-billion 
dollar economic multiplier system of water 
and power use at much less than 50 % of effi
ciency by holding the Lake Powell water level 
one hundred feet below the spillway? 

Are we going to deny the beauty of the 
Rainbow Bridge to the crippled, the elderly, 
the young, the less a:flluent who could other
wise enjoy the !beauty by passing under the 
bridge at most hours of the day or night 
in boats? 

If the limit on capacity for Lake Powell 
remains, will the loss of storage there solve 
the salt problems on the lower Colorado? 

Are we going to start a battle in the con
gress for repeal of the restricting legislation? 
A battle which will leave more scars and 
responsibilities than any of our conserva
tionsts or developers would want or survive? 

I urge that working through such groups 
as "REERIO" those of us on all sides of 
the Lake Powell-Rainbow Bridge battle band 
together to form as acceptable a solution 
as we possibly can. 

This challenge is history's greatest oppor
tunity for the engineer, the developer, the 
park user, the Friends of the Earth, the 
Sierra Club, the National Audubon Society, 
the conservationists to emerge with a plan 
which will be a model for future environ
mental controversies. 

If we battle the problem out with group 
against group, both the winners and the 
losers will have scars that won't heal and 
must assume responsibility with ·an its hurts 
for the victory or the loss. 

As the prestigious "Forbes" magazine 
states, "attacking the ecology movement to
day is like sneering at motherhood, but this 
too we feel should be subjected to rational 
examination. Like everybody, we are for 
ecology. But, like everybody we're not entirely 
sure what we want to preserve-or what we 
want to pay to preserve it." 

AN ECOLOGIST'S VIEW OF THE PRESENT AND 
FUTURE IMPACT OF ·ENVIRONMENTAL LEGIS
LATION 

(By William E. Dick-Peddle) 
(NOTE.-William E. Dick-Peddle is Chair

man of the Biology Department at New Mex
ico State University in Las Cruces, New 
Mexico and has served in this capacity since 
1966. His main discipline in Biology is plant 
ecology. Prior to his appointment as Cha.ir
man, Dr. Dick-Peddle was Professor of Biology 
at New Mexico State University.) 

I have been asked to give an overview of 
legislative impact from an ecologist's view
point. To do this I must clarify some items. 
These are: Ecology as a discipline; ecology 
as a point of view; and the implioa·tions of 
environmental quality. 

Ecology as a discipline deals with living 
organisms and their relationship to their 
environment. When considering an organism, 
its environment is composed of other or
ganisms such as plants, animals and mi
crobes and abiotic features such as tem
perature, humidity, minerals, gases, etc. Con
sequently, when someone uses the word eco
system they are or should be conveying to 
you that they are aware of the interactions 
taking place among the living members as 
well as the interactions taking plaee with 
the abiotic (physical) features of a given 
system. You can see from this that under
standing the dynamics of an ecosystem can 
be extremely complicated. In fact ecologists 
have yet to find a system, including the 
Arctic Tundra, which is simple enough to 
be covered by a predictive model. A predic
tive model would tell you that this modifica
tion will cause these changes in each of the 
component units. It has taken the computer 

-
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· age to even lead us to think we might ever 
succeed in modeling an ecosystem. 

It is .:>bvious then that ecology is a syn
thetic discipline. It attempts to stand back 
~.nd look at the "wheels-within-wheels' .. that 
are operative and then it tries to synthesize 
these events into some meaningful whole. 
As a. consequence. ecologists possibly more 
than. anyone else are prone to attempt to 
see the "big picture" and to be acutely aware 
of interactions in all complex systems. For 
years we ecologiSts have attempted to sell 
this viewpoint, not the discipline, to the pub
lic for use in dealing with complex problems. 
It may have been a. mistake because as might 
be expected we have only been partially suc
cessful. Some people have confused this point 
of view with ecology itself. Some have chosen 
one arena only in which to think "ecologi
cally" such as pollution, energy, population, 
land-use, etc. unawa.re that doing so is not 
ecological. 

The public's misunderstanding of the eco
logical point of view coupled wit~ its zeal 
to do something has led to oonfus10n, emo
tionalism, and inefficient effort. For example, 
environmental legislation usually addresses 
a New Mexico is in my opinion a. good piece 
of legislation but the more import-ant issue 
as to wh-ether or not an area should be sub
divided has not yet been addressed. 

Agencies, commissions, and boards are 
created or modified to deal with specific por
tions of the environment (pieces of the 
whole) . Often these are organized along 
parallel lines of authority. Fol" example, a 
water group, a land-use group, a mining 
group, a development group, and an environ
mental improvement group may all operate 
in the same system with virtually equal 
autonomy. Not only may there be no power
ful coordinating umbrella group over these, 
but there may not even be an over-riding 
policy to guide their individual activities. 
To call this situation ecologically unsound 
is a colossal under.sta.tement. 

Now let's look at an additional dimension: 
The concept of environmental quality. This 
idea adds a subjective element to the com
plexity of ecosystems. The discovery of fire 
and the invention of the wheel by man made 
this species unique because it is the only one 
capable of modifying its environment. En
vironments can be modified so that they will 
no longer support li!e. However, environ
mental modifications short o:f this extreme 
are called "civillzation" or "life style" or 
"standard (}f living." 

If a. society decides that a certain degree 
of environmental modification is desirable, 
any additional modification or reduction in 
modification will be considered to have re
duced the quality of the environment. 

There is absolutely no point in talking 
about environmental quality until all seg
ments of a society have :teached at least a 
consensu_s as to what range of en.vironmenta.l 
modification they will accept~ How many 
times have you heard a Chamber of Com
merce type state that he is for a high quality 
environment but then you find that there is 
neve-r an economic development proposal 
which he is not in favor- of? How often have 
you talked with someone who says- we need 
economic development but then proceed!> to 
propose restrictionS" which would prohibit 
such development under our profit system or 
any other system? 

We must understand the relative nature of 
the environmental quality concept. It 
should be recognized by everyone that eco
nomic development usually initiates a. 
change in the degree or kind of environ
mental modification. This change will be 
viewed by various segments single parameter 
which immediately renders it ecologically 
unsound. The subdivision legisla.tton just 
passed in of society as enhancing o-r reducing 
the quality of the environment. 

In summary, first we :must appreciate the 
ecological viewpoint of" interdependent sys
tems. As in ecosystem analysis there is no 

place for the sin:gle factor approach if we 
are to have effective environmental legisla
tion and if we are to have effective groups 
carry out or enforce this legislation. 

Second, we must face up to the environ
mental quality issue. The public must de
cide what quality it wants and then either 
arrange to pay for it or agree to modify its 
standard of living. This should constitute the 
basis for an environmental policy for the 
state. 

In my opinion as an ecologist, environ
mental legislation and administraiton will 
continue to- exhibit contradictions. overlaps, 
and inconsistencies until a truly ecological 
approach is used and environmental quality 
is viewed realistically. 

SIGNIFICANCE OF ENVmONM.ENTAL IMPACT 
STUDn:s--PWNTS OF VIEW FROM INnUSTBY, 
GOVERNMENT, EDUCATION AND ENVIRONMEN
TALISTS 

(By Fred A. Gross, moderator) 
(NoTE.-Fred A. Gross is Vice President of 

the Research Committee of REERIO.) 
As a nation it used to be fashionable to as

sert that we obeyed the Holy Scripture "to 
be fruitful and multiply and take dominion 
over the earth." It seems fairly clear that we 
have done so but in so doing I fear we often 
overlooked the admonition of "careful hus
bandry" that the sacred text also calls for. 

In many ways Environmental Impact 
Statements are simply a way to ask that one 
set forth in writing the evidence of his "care
ful husbandry" as an integral part o! his 
planning. 

It is clear that the National Environmen
tal Policy Act of 1969, requiring environ
mental impact statements for federally sup
ported and regulated activities, is being effec
tively used st the national level to force gov
ernment agencies and some corporate in
terests to rethink many of their policies and 
programs. NEPA has been eommonly regarded 
as a statute mandating systematic analysis 
of environmental impact and full public dis
closure, but not one establishing substan
tive standards by which a proposed project 
or policy may be declared unlawful. In Cal
vert Cliffs, the U.S. Circuit Court of Appeals 
held that agencies must make a ":finely tuned 
and 'systematic• balancing analysis" in re
solving con:filct among environmental, eco
nomic~ and social values. In some ca.ses, not
ably California, a state act has been used in 
a. way tha.t created severe disruption of pl"i
va.te construction activitiea in a. manner not 
contemplated by many environmental sup
porters. 

I am certain tha.t with our knowle.dge of 
the rate of consumption of our non-renew
able resources that environmental pressures 
are just beginning. Notice I do not claim 
that our awareness will cause us to act re
sponsibly, but that the "environmental pres
sures" are just beginning. The forcing func
tion is not public attitudes but rather nat
ural forces-public awareness. public opin
ion and publicr actions are responses-not 
initiatives. Environmental Impact State
ments are only feeble legal attempts to cause 
us to examine those natural forces in our 
new projects. 

It is not clear that the vocal. cries of some 
environmentalists nor the equally strident 
voices of some industrialists are based on any 
public mandate, rather I suspect that they 
are aware that their rhetoric reflects princi
pally only their view of the world. On the 
other hand I have observed tha.t when the 
public expresses its view through the vote in 
this state and many sister sta.tes the. major
ity opinion. clearly expresses an environ
mental concern. 

Yety significant. though the achievements 
o~ environmental Impact statements have 
been. it 1.s- not clear whether such environ
mental actions will turn out to be a stra
tegic weapon 1n the war against environ
mental deterioration or one useful mainly 
for tactical alms. T".aus far, relatively few 

projects or policies deemed environmentally 
destructive have been definitely stopped or 
overturned. And most of the preliminary in
junctions- granted by courts under NEPA 
probably will be dissolved once the judges 
have become satisfied that adequate envir· 
onmental impact statements are in hand. 

Today we are to hear the viewpoints of 
four speakers on the "Significance of Envir
onmental Impact Studies" representing a 
broad cross section of public and private 
interests. 

SIGNIFICANCE OF ENvlaONMENTAL IMPACT 
STUDIEs--AN INDUSTl!.Y VIEW 

(By C. David Bedford) 
(NoTE.-c. David Bedford is employed at 

the Public Service Co. of New Mexico as Man
ager of Col"porate Planning. He has partici
pated as Public Service of New Mexico repre
sentative on various inter-utility committees 
and is a registered engineer in New Mexico.) 

I. The first point that I would like to make 
on environmental impact studies is to clear 
up a popular misconception that I believe 
exists. An environmental impact study is not 
a new concept that wa.s created by the Na
tional Environmental Policy .Act of 1969 or 
Little NEPA, at least not !or a. public utility. 

We may have cal.Ied it a pla.nning study 
before and values may have been more closely 
related to dollars and it definitely received 
less publicity. But be~ore we could undertake 
a new power plant or major transmission line 
project we. had:. to justify it to our manage
ment, our stockholders and to the N.ew Mex
ico Public Ser:vi.ce Commis>bn, our regula
tory agency. The need for the facility had 
to be demonstrated and alternatives analyzed 
and priced out. 

In retrospect, most environmental values 
were considered. A power plane was evaluated 
on the proximity to its fuel and cooling water 
supplies, minimum population density along 
with avoidance of historical and archeologi
cal sites and least need for new transmission 
lines. The environmental values were re
flected in dollars-less cost for shorter fuel 
and water delivery facilities and shorter 
transmission lines, less cost for less desirable 
land and right_ of way. less cos:t for neces
sary screening and camoufiaging. A transmis
sion line routing was slm.J:liarly a.na.lyzed. A 
straight line cost less and had fewer miles 
of impact. Timber clearing and steep slopes 
were a.voided because of higher construction 
cost as well a.s erosion and structure wash
out problems. We routed around valua.ble 
and populated la.n.d because o1' higher right 
of way cost. 

The planning procedure was not what we 
have i;(}da.y. It lacked in the :full consideration 
of the impact of alr a.nd water pollution. It 
fell short in usually not including full dis
closure pla.ns and soliciting Inputs from 
the public. But the consideration of needs, 
alternatives and impacts is for "fu.e most part 
not a new concept. 

II. Perhaps the biggest new factol" consid
ered in our present. planning process is air 
and water pollution. 

I. give eredit here to the public pressures 
stimulated by the environmentalists. Before 
regulations and enforcement of uniform 
compliance, an industry member could not 
undertake a clean-up campaign without be
coming non-competitive with other members 
of tha.t industry because of higher costs. 
Neither could a public utility go overboard 
on control equipment for fear that its regula
tory agency would rule that it was an unnec
essary expense and therefore not. chargeable 
to its customers. 

The reg1.lla.tions and enforcement ace nec
essary to effect a. clean-up and still keep the 
members of an industry in a. competitive po
sition so that. each can stay in business. 
These contr<lls are also necessary. so that a 
public utility can properly recover its 
clean-up cost as a proper cost of doing busi
ness and. a justtiia.l:>le addition to its rates. 

And we have mentioned to several of our 
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environmentalist friends we expect their 
support when we seek fair rate relief to re
cover these additional costs, just as we heard 
from them telling us to do a better and bet
ter job of pollution control. 

III. While accepting air and water quality 
regulations, standards of performance and 
other environmental regulations as valid and 
necessary parts of the planning process to
day, I feel the agencies enacting or changing 
these rules should themselves be required to 
support their findings with some sort of im
pact study. There should be a documented 
study of the benefits resulting from a tighter 
control regulation than that required to pro
tect health and property versus the total cost 
of obtaining that stricter control level. Such 
a study should include on the cost side the 
full ramifications of higher product price, 
possible switch-over to a cheaper but more 
environmentally damaging product and the 
increased consumption of natural resources 
for the construction and operating energy re
quirements of the additional pollution con
trol equipment. Note, that I said for pollu
tion control levels beyond those needed to 
protect health and property. And we must 
indeed have some of these because the fed
eral, state and local regulations are certainly 
not uniform everywhere and at the levels 
that the Environmental Protection Agency 
found to be required. 

It also is from my viewpoint unreasonable, 
except in a demonstrated critical situation, 
to force a facllity owner to retrofit to meet 
higher standards than were initially adopted 
when his facllity is already in operation or 
well under construction. 

Neither should an owner be forced to risk 
his money installing unproven control equip
ment, if he is making reasonable progress in 
researching and developing and proving out 
more reliable and more effective pollution 
controls. 

IV. While the points I have mentioned so 
far about environmental impact studies and 
compliance with environmental regulations 
all generally contribute to a better plant or 
transmission line, there is one significant as
pect of our present formal impact studies 
that is nonproductive. That is the complica
tions resulting from longer lead times to 
formally prepare, circulate, review and re
spond to questions. The longer lead time 
forces us to plan further in advance and, 
therefore, to contend with many more un
certainties. This in turn drives up the over
head in the planning department and in
creases the costs of projects. Another result 
from the formal procedure is to freeze the 
design at the impact study submittal point 
and to hesitate to introduce any improve
ment past this point in time for fear of 
holding up the entire project. This shows up 
as a slowed down reaction to changed con
ditions, extra costs and lower operating ef
ficiency. 

V. I would suggest that the environmental 
impact study procedure will go much more 
smoothly for the applicant, the reviewing 
agencies and the interested parties from the 
general public if the following improvements 
can be effected: 

1. The applicant should begin full dis
closure and discussion of his planning as 
early as possible. 

2. The reviewing agencies and others 
should give this preliminary information 
early consideration so any overlooked prob
lem areas can be restudied by the applicant. 

3. The attitude of the reviewers should be 
one of constructive criticism; an adversary 
position should be saved for later, if neces
sary. 

The most recent example I would have to 
offer on this point is our new San Juan 
Generating Station's impact study. Some of 
the best questions from agencies and individ
uals did not get submitted for our con
sideration and reply until after the federal 
lead agency had circulated the Draft En-

vironmental Statement. And one of the ques
tions that was bothering some agencies for 
quite a while was answered easily once it 
was asked-yes, there would be separate 
statements on each unit of the plant, not 
just one initial statement for the whole 
four unit plant. 

VI. Finally, for the benefit of the applicant, 
the reviewing agencies and the other inter
ested parties, it is imperative that the Final 
Environmental Impact Statement be the 
same for both federal and state approvals. 
You cannot have the lead state agency ap
proving one line routing or piece of plant 
pollution control equipment and the lead 
federal agency approving something differ
ent. 

For several months on aur San Juan to Ojo 
345 KV transmission line it appeared that 
the New Mexico Public Service Commission 
had approved a routing across the Navajo 
Indian Irrigation Project and across the Ji
carilla Apache Indian Reservation that 
would not be recommended by the federal 
lead agency because of the Bureau of Indian 
Affairs' objections. After a number of con
ferences, misunderstandings were resolved 
and agreement reached. But it leaves the 
state lead agency wondering about its effec
tiveness and hesitant to render the first deci
sion on the next project. 

Furthermore, the Final Environmental Im
pact Statement must be enforceable by the 
applicant after it has been approved. In New 
Mexico a single property owner can refuse 
the sale of his property or right of way even 
though both state and federal approvals have 
indicated this approach has the least en
vironmental impact on the whole area and 
cause an approved project to be modified, 
perhaps beyond the extent of the approval. 
This seems quite unfair to the majority of 
the property owners, who have had to abide 
by the state and federal approvals. 

SIGNIFICANCE OF ENviRONMENTAL IMPACT 
STUDIES-A GoVERNMENT POINT OF VIEW 

(By Wllliam D. Hurst) 
(NoTE.-William D. Hurst has been em

ployed with the Forest Service since 1937 in 
the Inter-mountain and Southwestern Re
gions and in the Washington Office. Currently 
Mr. Hurst is the Regional Forester, South
western Region, Forest Service in Albuquer
que, New Mexico.) 

The National Environmental Policy Act of 
1970 has without doubt altered the approach 
taken by most agencies of government to the 
work they perform. While there are some ob
vious drawbacks to the environmental im
pact statements required by NEPA, the bene
fits which the procedure generates outweigh 
by far the negative aspects of the law. We can 
say, therefore, that environmental impact 
studies are desirable in not only doing a bet
ter job on the land but in gaining public 
understanding of Federal agency programs as 
well as the programs of others who utilize 
public lands for one purpose or another that 
exerts a substantial impact on the land. 

What are the drawbacks of the system? 
Here are a few we have encountered in the 
Forest Service. 

1. The system is time consuming and cost
ly. The time frame established to meet the. 
environmental statement process as well as 
the talents required to make the environ
mental analysis and write the report are cost
ly, not only in terms of men and money but 
in the delay the process requires. This aspect 
of the system was, fortunately, not a great 
new impact upon the Forest Service because 
we have been, for many years, making en
vironmental analysis for all actions which 
disturb the land. We called these multiple 
use surveys. 

2. Opponents of a project can use NEPA, 
and oftim.es quite successfully, to curtail 
action, delay action or kill a program. Long 
and costly court actions often result. The 

opportunities NEPA offers to question every 
aspect of the environment and even create 
imaginary environmental problems are end
less. Even though such a course does not 
often prevail, the resulting delays and the 
legal and administrative actions required to 
counter an unworthy challenge are costly and 
discouraging. 

On the other hand, the strengths of the 
system are substantial and overriding. Some 
of the more obvious are: 

1. It requires advanced planning. This is 
a worthy requirement and one we all rec
ognize and accept. 

2. It requires and provides for a high 
degree of public involvement. This perhaps 
is its greatest attribute. 

3. It requires a careful look by qualified 
people at the probable effects of the proposed 
action upon the environment and provides a 
means of exposing the findings to the inter
ested public. In pre-NEPA days, the studies 
were usually made by competent people, but 
they lacked exposure and hence public mis
understanding often resulted. 

4. It provides an appeal route that gives 
the concerned John Q. Public his day in court 
should he choose this avenue. 

5. It provides a platform for debate where 
facts can be presented and acceptable de
cisions reached. 

6. It places all agencies of government
and others who use public Iand--on a uni
form footing in their approach to maintain
ing and protecting the environment. 

The National Environmental Polley Act en
vironmental statement process requires a 
consideration of economics as well as en
vironmental impacts. This is a fact often 
overlooked by the users of the NEPA process. 
If properly utilized, this economic dimension 
can add balance to the environmental con
sideration which on almost any project can, 
without constraint, be developed into unrea
sonable and unacceptable proportions. 

In summary, NEPA's requirement for en
vironmental impact studies is good. Despite 
its cost and its other shortcomings, many of 
which can be eliminated by reasonable men 
working together, the NEPA process is per
haps the most significant and the most effec
tive system yet devised by man to minimize 
the effects of man's action on the total en
vironment. As pressures on the land continue 
to build, NEPA's usefulness wlll increase. It 
should be retained and strengthened. 

SIGNIFICANCE OF ENviRONMENTAL IMPACT 

STUDIES-A POINT OF VIEW FROM THE EDu
CATION SECTOR 

(By James A. Zwerneman) 
(NoTE.--James A. Zwerneman is the Chair

man of the Department of Economics at New 
Mexico State University. He also serves as 
Associate Director of the Center for Busi
ness Services. His major interests are in re
search management systems and forecasting 
methodologies.) 

The measure of significance for environ
mental impact studies is derived from two 
primary factors. First, the studies must be 
comprehensive in scope and in depth. Sec
ond, the studies must be totally objective in 
nature and free from normative conclusions. 
The significance of the environmental im
pact study will be lessened if these two con
ditions are not met. 

In general, the academic community as
sumes a critical posture when viewing en
vironmental impact studies. Even if the 
above two criteria, i.e., comprehensiveness 
and objectivity, are satisfied, there Is a third 
element to ~e considered. The credibility of 
the study team may be questioned if the 
members of the team are from a single insti
tution, business organization or government 
agency. An interdisciplinary study team that 
is also assembled on a multi-institutional 
or multi-organizational basis will be able to 
stand up to a technical review and critique 
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much more effectively than would otherwise 
be the case.. , 

Well designed and produced environmental 
impact studies can be sign!~.cant in two dif
ferent ways. The first index of significance 
is seen in the improved level of understand
ing among the study team and review team 
members. The engineer and the sociologist, 
the physicist and the economist, the hydrol
ogist and the biologist, can appreciate the 
other points of view with greater under
standing when all are working on a common 
problem together. The results of the team 
approach to environmental research should 
produce a more meaningful analysis th~n 
what would have been produced by a series 
of individual efforts. 

More importantly, however, than the im
provement of academic scribbling is the sig
nificance of the environmental impact study 
to the community at large. Information that 
can be channeled into a single instrument is 
in itself a useful plann~ng tool. A example 
of this can be illustrated using one of the re
cently completed studies produced by the 
New Mexico Environmental Institute for the 
American Smelting and Refining Company 
(ASARCO). Even though ASARCO has de
cided not to locate its proposed Southwest 
copper refinery in Dona Ana County, the site 
related data, the economic analysis, and the 
process analysis wlll be useful and meaning
ful to local government decision makers and 
to the citizenry of the greater Las Cruces 
region. The study will be helpful as well to 
ASARCA in planning its new facilities at the 
alternate site. 

In addition to the fact that environmental 
impact studies can synthesize large quanti
ties of technical data, there is another sig
nificant aspect of their utility. Invariably, 
impact studies uncover and identify subject 
areas where further research can be both 
productive and rewarding. To the academi
cian, this provides a stimulus to continue. in 
work that will have a positive bearing and 
subsequent application. 

One of the significant spin-off benefits that 
can be realized ·from environmental impact 
studies parallels that of having"the interdis
ciplinary team. Cooperation between the re
search team, the sponsoring industrial firm, 
the appropriate government agencies, private 
consulting firms, and the universities is es
sential. Interaction between these groups is 
just as necessary as interaction among 
groups if we expect to produce truly compre
hensive environmental impact studies. It 
would appear that persons in all sectors are 
communicating with each other today better 
than they have done in the past. 

In the final analysis, the environmental 
impact study can and must serve the purpose 
for which it is intended. It must systemati
cally provide technical information upon 
which meaningful decisions can be based. 
Investment decisions by the firm, environ
mental statements by the appropriate 
agency, and planning decisions by local gov
ernment, are all dependent upon the quality 
of the information produced in the study. 
It is therefore encumbent upon the study 
team to ensure that the study is both com
prehensive and objective. ()ne method that 
can be used to facilitate the quality of the 
study is to have the work of the study team 
subjected to a peer review, both during and 
at the conclusion of the work. Such a proce
dure is traditionally e~ployed in scholarly 
pursuits within the university and is readily 
applicable to environmental impact studies. 
Concurrence by the review team with the 
study team findings will substantiate there
sults. Where ditferences or omissions are in
dicated there wlll be an obvious need to rec
oncile the differences and to fill in the gaps. 
The resultant documentation will lend sub
stance to the quality of the impact study. 

To the degree that environmental impact 
studies are undertaken and produced using 

a truly scholarly~res.ear~~ procedure, they . 
can contribute significantly to the environ
mental planning and management functions. 
Studies of a lesser nature are questionable 
in value to any potential user. 

SIGNIFICANCE OF ENVmONMENTAL IMPACT 
STUDIES 

(By Sally Rodgers) 
(NoTE: Sally Rodgers is employed _at the 

central Clearing House in Santa Fe, New 
Mexico.) 

"The Environment," "The Ecology." Popu
lar phrases. What do they mean? Both of 
these phrases are incorrectly used inter
changeably, but they have specific and com
plex meanings. The dictionary defines ecol
ogy as: ". . . the branch of biology which 
treats relations between organisms and their 
envir~nment." Ecology, then, basically deals 
with interrelationships and interdependen
cies. A healthy viable eco-system is one 
which, by definition, is both diverse and b_al
anced. Man's environment is an inter-r~latmg 
composite of both physical habitat which in
cludes, of course, all basic life support sys- . 
tems and other life forms and our social and 
economic systems. It's a complex concept 
and thinking about it and acting on it are 
relatively new experiences for the majority 
of us. we know we are causing damage to our 
life support systems and we know this dam
age has effects on our economic and social 
structures. 

Environmental impact studies are but one 
of the needed mechanisms we must use in 
order to avoid leaving a legacy of diminished 
quality of life and an economic burden of 
cleaning up our atruses to future generations. 

Because we have no experience with im
pact statements at the state government 
level, we must look to the experience and 
achievement of the federal Environmental 
Quality Act. 

It must be emphasized that thinking of 
ourselves as part· of an eco-system rather 
than apart from it is a complex and big task. 
Our government, our society, is_ similarly 
complex and b~g and our laws dealing with 
the environment must reflect this. Lack of 
coordination between agencies in decisions 
affecting both environment and economics 
has been the rule. Enactment of NEPA (The 
Environmental Quality Act) has been a ma
jor piece of governmental reform legislation 
in this area. The third annual report of the 
council of Environmental Quality reports 
five clearly beneficial effects of NEPA on 
the Federal government. The NEPA concept 
is truly an ecological one. It seeks balance. 
It requires consideration of alternatives to 
proposed projects. It requires scrutiny of the 
risks and negative effects as well as bene
fits. It ". . . is a major step in bringing 
national policies in line with modern con
cerns for the quality of life. For the first 
time, maintaining environmental quality 1s 
acknowledged to be "the continuing respon
sibllity of the Federal Government." The sec
ond benefit provides, via the impact state
ments, "a systemati~ way for the Government 
to deal with complex problems that cut 
across the responsibilities of several agen
cies." In the past, different agencies have 
often responded to these problems in a piece
meal, uncoordinated fashion largely because 
"or the lack of a mechanism for shaping com- · 
·prehensive policy. By forcing interagency 
consultation and attention to a broad range 
of effects and alternatives, impact statements 
foster more sophisticated Government deci
sion-making. It uncovers the need !or more 
comprehensive policies and programs in areas 
such as energy and transportation. Thus, it 
is a catalyst for more sensible policy formu
lation and program development. 

Third, it has opened a broad range of Fed
eral Government activities to public scrutiny 
and participation for the first time. Although 

map.y agency procedures yrere :formerly 
closed, the agencies are now required to ex
plain their decision when significant en- · 
.vironmental values are concerned. A written 
study of environmental effects, including 
analysis of available alternatives, must be 
available to the President, the Congress, and 
the public before an agency acts. The public 
in turn has an opportunity to evaluate and 
comment on the agency's analysis. This new 
element of public participation would con
tribute to more careful and conscientious 
decisionmaking. 

Fourth, agencies whose personnel have re
flected a narrow focus of concerns are being 
required now to supplement their staffs with 
persons of different background relevant to 
environmental issues. NEPA's required "in
terdisciplinary approach" means that per
sonnel must be hired who bring not only new 
skllls -put a fresh viewp~int to the agencies. 
Over time, this influx should lead to sharper 
questioning of traditional assumptions with
in the agencies. Out of it should emerge an 
institutional viewpoint that is more sympa
thetic to environmental values. 

Fifth, NEPA's initiatives are enforceable in 
Federal couit by citizen suits. This keeps 
each of these requirements from being an 
empty exhortation. What NEPA requires of 
the agencies is often difficult and uncom
fortable. Constructive, progessive change 
usually is. 

"By requiring a thorough examination of 
environmental effects before the Government 
commits itself to a new course of action, 
NEPA supplies a needed mechanism for 
technology assessment. New technologies 
have been developed and used in the past, 
usually without sufficient advance assess
ment of the broad image of environmental 
changes that they might bring. Our ability 
to anticipate and thereby to control the en
vironmental effect of technological change 
has been enhanced." This new abil1ty is not 
unl.ike the process we are more fainiliar with 
in drug and food safety. Without the FDA 
scrutiny of the new technological advances 
in ~edical drugs, we might have in this 
country experienced tragedies similar to the 
European. thalidomide babies. 

We have an opportunity in New Mexico to 
institute the similar kinds of progress under 

-our state Environmental Protection Act. 
During the last session of the legislature, it 
bec::~.me clear to all interests, e.g., industry, 
state agencies and citizens groups, that our 
"Little NEPA" needs to be amended to con
form with New Mexico's needs. The Governor 
will soon appoint a new Council on Environ
mental Quality whose task it will be to evalu
ate the NEPA concept relative to our state's 
problems and formulate guidelines for state 
agencies in doing impact studies. The public 
hearings held by the Council will provide a 
unique opportunity for all to contribute to 
New Mexico's growing concern about our en-
vironment. ·-

LEGISLATION:-:-SOLUTXONS TO PROBLEMS OF THE 
ENERGY CRisis-PART I-DESmED THRUSTS 
OF FuTuRE LEGISLATION 

. (By James Lynn Goodrich) 
(NoTE: James Lynn Goodrich is a Profes

sional Engineer working as a Feasib111ty Con
sultant in El Paso, Texas. He has worked on 
a variety of well known engineering and eco
nomic programs and devotes a great deal of 
time to educational activities toward devel
opment of our future engineering talent in 
youth.) 

There is a real genuine continuing need 
for ever increasing supplies of energy :for fuel 
and power to maintain and improve our well
being and economy. 

Conventional energy sources for most of 
the large scale energy uses in the United 
States of America are, or depend upon, :fossil 
fuels. 

Energy can appear in many forms, as in 
light and heat and in the flow of electric cur-
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rent. Energy can be ·converted from one farm 
into another. It can appear as the energy of 
motion, kinetic energy, or it can appear as 
energy of position, potential energy. It can 
appear as chemical energy on the atomic or 
molecular scale and as nuclear energy on the 
nuclear scale. 

The measurement of nergy quantities is 
stated in units of the heating value equiva
lent in whatever state the energy may exist or 
appear. The BTU (British Thermal Unit) in 
the English System of Measures and the joule 
(J) in the SI-(International Standard Sys
tem of Units) are the common units for the 
measurement of energy. In this paper, the 
BTU is used as the unit of energy measure
ment and is stated in multiples, as x 108 

BTU= l m1llion BTU, or 10u BTU=l trtllion 
BTU, or x 1016 BTU=l quadrllllon BTU. 

A quick review of the present U.S. and 
World Energy situation is essential to gain a 
good understanding of the subject. 

Figure 1 is a graphic chart which illus
trates the U.S. and world trends and predic
tions for the use of fossil fuels: 

Natural gas and oil are used at present to 
satisfy three-fourths (75 % ) of the U.S. 
demand of energy and the remaining fourth 
(25%) is obtained from coal, hydro and 
nuclear. 

Demand for oil in the Free World outside 
the United States will quadruple by 1985 
while the U.S demand for oil is doubling. 

Costs of energy are rising rapidly as ex
ploration, mining, extraction, conversion, 
transportation, transmission and distribution 
become more difficult and time consuming 
and subject to more restrictions and 
obstacles. 

The total demand for energy in the United 
States exceeds the U.S. domestic supply by 
about 15 per cent, and the gap between sup
ply and demand is increasing rapidly. It is 
very important to understand that the differ
ence in amount of fuels for energy between 
U.S. domestic supply and U.S. energy con
sumption must be imported. 

PROJECTED U.S. ENERGY SUPPLY AND DEMAND, TRILLION 
BTU 

no12 BTU per year} 

1970 1975 1980 1985 

Total domestic energy 
consumption __ ___ __ 67, 827 83, 481 102, 581 124,942 

Total projected dom.estic 
supply: 

Ci'- - - - -- ------- -- - 21, 048 22,789 24,323 Gas __ _____ _____ ___ 22,388 20,430 18, 030 
CoaL _____________ 13, 062 15,554 18, 284 
Hydropower____ ____ 2, 677 2, 840 3, 033 
GeothermaL_ _ ___ 7 120 343 
Synthetic oiL __ __ ___________ _______ - - - --- - _ ~ -

Synthetic gas____ ______ _____ 380 570 
Nuclear___________ 240 3, 340 9, 490 

23,405 
14,960 
21,388 

3,118 
514 
197 
940 

21, 500 

TotaL ___ _______ 59, 422 65, 453 74, 073 86, 022 

Shortage indicated__ ___ _ 8, 405 18, 028 28, 508 38, 920 

Projected imports and 
other means for 
supplying fuels to 
make up shortage: 

Imported oil_______ 7, 455 15, 284 
Imported gas_______ 950 1, 610 
Additional coal 

production ______ ________ _ 756 
Additional residual 

fuel imports_________ __ __ _ 378 

22,163 29,997 
3,880 6,280 

1, 643 1, 762 

822 881 
-----------------------TotaL___ _____ 8, 405 18, 028 28,508 38,920 

These alarming forecasts could become 
even worse 1f the projected coal production 
does not materialize. 

A popular conception of an "energy short
age" is that the petroleum, gas and coal, in 
their natural state deposits, are completely 
or nearly exhausted. 

Our resources in their natural state are 
far from being exhausted. Some people feel 
that · as long as there_ ai'~ "reserves" of _fuel 

declared by industry or the government, the 
supply should not suffer a shortage. 

The present energy crisis is the conse
quence of there having developed a differ
ence between the rate of demand. and the 
rate of supply for energy service. Energy 
service 1s the provision of energy, as a com
modity, to the consumer in the form and 
at a rate that Will meet the consumer's re
quirements. 

The beginnings of the present energy 
crisis occurred many years ago. Critical 
shortages in U.S. electric power and fuel 
supply were evident during War II when 
the Federal Power Commission on Novem
ber 23, 1947 issued a bulletin warning all 
power companies of the situation and urging 
them to seek relief by means of intercon
nections with other systems until their in
stalled generating capacity could catch up 
with demands for power. 

There was a cardinal principle, prior to 
War II, that electric power systems should 
maintain reserve capacity equal to the rated 
capacity of the largest unit on the system, 
so that in event of the failure of the largest 
capacity unit in the system or the equiva
lent thereof, the "reserve" would be pressed 
into service and the consumer would never 
know there had been a threat to reliability 
or continuity of supply. 

The U.S. has never caught up with the 
demands for power and other sectors of the 
energy industry have been equally hard 
pressed to meet the increasing requirements, 
with extant restraints. 

Changes in the energy industry, by their 
very nature, require many years to effect, 
even when planned and without extraordin
ary restraints. 

This is to say that revolutionary methods 
of extracting energy from unconventional 
sources, which are feasible , may require 20 
years or more to place in service in the 
volume and numbers that will affect the 
overall picture. 

Therefore, the energy supply must be in
creased effectively within present techno
logical state-of-the-art, insofar as possible, 
to minimize the gap bet ween supply and 
demand. This means, also, that the demand 
must be trimmed of excess to genuine and 
realistic uses and economically burdensome 
losses. 

Abundance of energy supplies in the U.S. 
has been the greatest factor in determining 
application of rules of regulatory bodies. 

A shortage of capacity to deliver energy to 
the user has developed gradually, while the 
.. rules of abundance" continued to be ap
plied. This can be properly interpreted that 
artificial restraints have been applied to the 
laws of supply and demand, and that for 
some time. energy has been supplied to con
sumers at considerably below true total costs. 

We are faced with a realtstic economic 
problem which must be solved by technology 
implemented by political clout. But how? 

Reduction of heat rejection losses through 
increased efficiency and recovery of waste by
products of energy conversion is the greatest 
single area of technical approach to alle
viation and overcoming of the present energy 
crisis. 

Slide No. 2 is a graphic chart which illus
trates a very important idea, the relation
ship between thermal efficiency and heat 
rejection rate. This relationship is seemingly 
unimportant when fuel cost is low and the 
supply is plentiful; but it cannot be ignored 
when fuel is scarce ·and the price is high. 

Small increases in thermal efficiency pro
duce proportionally larger savings in units 
of energy supply which would otherwise be 
wasted as rejected heat. For example: When 
your equipment is operating at 25 % thermal 
efficiency, you are throwing away to waste 
three (3) units of energy for each one (1) 
unit you utilize. While. at a thermal effi
ciency of fifty (50) percent, you throw away 
to_waste only. one (1) unit of energy for each 

-(1-) unit you can utilize. 'I11e . total .heat -re
jected p er unit product output Q total equals 
1 minus n, divided. by n, where )}=Overall 
Thermal Efficiency·. . " ; . 

Slide No. 3 applies the heat rejection equ.\1.
tion, 1 minus n, divided by n, equals Q total, 
to estimate present and attainable trends-of 
overall thermal efficiencies of the · total .of 
electric power generation in the ·U.S. 

The same principle applies to heat lo;>ses 
of energy conversion and energy transfer 
and to utmz~tion equipment and systems as 
well as conversion processes. 

S carce and high priced energy will render 
energy-intensive industries unprofitable, un
competitive and prohibitive unless the waste 
energy "overhead burden" is effectively re
duced. 

Higher cost and scarcity of energy wlll sig
nal engineering and architectural changes in 
commercial and industrial buildings and 
homes, and will command changes ln design 
criteria for insulation, lighting, heating, 
cooling, water supply and plumbing and 
ot her energy utilization conditicns. 

Immediate and near-term effective in
creases in the U.S. domestic energy supply 
capacity can only be achieved through im
provements in efficiencies, elimination of 
waste, and the recovery and reutilization of 
waste energy resources. In the mid-term a-nd 
less immediate, new sources of energy must 
be discovered, developed and placed in serv
ice on a large scale. 

There is no way that the widening gap be
tween U.S. domestic energy supply and de
m :lnd-can be closed other than by a massive 
National commitment to a high-technology 
and engineering assault on all aspects of the 
problem implemented by political clout. 

Dr. Edward Teller, noted physicist said on 
March 11, 1973. 

"The United States has the choice of re
emphasizing research and technology or suc
cumbing by the end of this century to mem
bership in society that d oes not recognize 
free speech." With specific reference tO the 
energy crises Dr. Teller described a variety 
of solutions to the energy problem, such as 
nuclear reactors, coal gasification, various 
revolutionary uses of oil, but said:" ... the 
real answer lies in careful research and tech-
nology." -

"There can be only disaster arising from 
unawareness of the casualties and effects in
herent in our technologies," was voiced by 
Marshall McLt.lhan. 

R. Buckminster Fuller, eminent authority 
on revolutionary design for efficiency and 
utility, the geodesic dome and dymaxion 
among others, said: 

"I find man utterly unaware of what his 
wealth is or his fundamental capability is. He 
says time and again: 'We can't afford it.' 
For instance, we are saying now that we 
can't afford to do anything about pollutlon 
but after the costs of not doing something 
about pollution have multiplied many fold 
beyond -:vhat it would cost to correct it now, 
we wlll spend many fold (additional) what 
it would cost to correct it now." 

There are many proposed technical solu
tions to the energy crisis through uncon
vent ional methods and means. Most of these 
will require from ·15 to ·30 years to prove and 
place in use on a large scale which will h ave 
significant impact on the problem, but none
~he-less they must be pursued vigorously to 
bring them into being to replace the di
minishing supply of non-renewable energy 
sources. 

In the meanwhile, it is imperative that the 
u.s. proceed on the basis of present conven
tional energy sources, conversion and deliv
ery technology, to develop and achieve ·a 
higher state-of-the-art in efficiency and con.;, 
servation so that the gap between supply and 
demand can be m.lnimized without penaliZ
ing the real genuine need for fuel and power. 
The GAP between supply and demand ·IS not 
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so much the amount of energy, but rather 
the rate of delivery which means capacity. 
Capacity often may be increased at some ex
pense of efficiency, as well as by increasing 
efficiency and eliminating waste. 

The solutions of energy problems is tech
nical. However, implementation of the tech
nical solutions must be by political means
legislation. Political solutions in the U.S. 
derive from the people. 

A Joint Engineering Legislative Forum was 
held in Washington early in 1973 to provide 
mutually helpful dialog on matters of Con
gressional concern which require engineering 
and technical approaches. The Forum focused 
on energy and a series of b11ls in Congress 
basically designed to force the emergence of 
a coherent "energy policy" in the U.S.-a 
vastly complex problem that ranges from 
nuclear and hydroelectric power plants to 
on imports. 

Bills such asS. 70, S. 357, S. 419, S. 424 and 
S. 454 (along with companion bills in the 
House) seek to set up some sort of policy 
making body or advisory commission (one 
even calls for a semi-private corporate setup) 
that would advise the President and Congress 
as to National energy priorities, supervise re
search and development projects (such as 
those now underway to find a means of con
verting coal to gas, getting oil from shale and 
tar sands, making use of thermal power) , and 
increasing the efficiency of energy distribu
tion systems. 

"Today over 60 federal agencies directly or 
indirectly inftuence energy decisions. If there 
is any coordination among these agencies, 
no one is aware of it. Not only does the right 
hand not know what the lef t hand is doing, 
but the right hand can take action which is 
contradictory to the objectives of the left 
hand. The Department of the Treasury reg
ulates on importation policies, while the De
partment of the Interior works to develop 
our domestic reserves. The Federal Power 
Commission regulates the rates of natural 
gas and electricity, but if nuclear power is 
involved, then the AEC is in charge. Mean
while, the Environmental Protection Agency 
must ensure that environmental standards 
are met in order to comply with the Clear 
Air and Clean Water Acts," quoting Senator 
Ernest F. Hollings, South Carolina Democrat 
(hopefully n.ot our context). Continuing, 
Senator Hollings said: "The solution which I 
propose is a high-level, full-time, three
member council with authority and respon
sibllity to evaluate our total energy needs. 
This council would establish a national 
energy policy for maximum utilization of our 
resources, and it would give this policy co
hesion and continuing direction. This pro
posal is embodied in S. 70, ... It would not 
have the problem of getting a quorum. It 
would be a full-time, viable working group. In 
addition to formulating and implementing a 
national energy policy, the council would be
come the central point for the collection and 
analysis of energy information and statistics. 
For the first time, Congress, the President 
and the American public would know where 
to turn for intelligent and inclusive informa
tion. The council in turn can provide the 
vehicle for disseminating information, par
ticularly on the need to increase conserva
tion of energy. Further, the council would 
be independent of all existing federal agen
cies, and it would have the authority to over
see and coordinate their individual policies 
and programs. The growing tmvironmental 
concern, which demands cleaner sources of 
energy and methods of energy utilization, 
brings us more squarely to the realization 
~hat we have sadly neglected development of 
technology to meet the growing demand. 
What we need now is a national commitment 
to a technology of abundan<le. This commit
ment must become a reality if our long-term 
needs are to be met at reasonable prices, both 
in dollars and in terms of the environment. 
In order to launch· such a commitment, we 

need a Federal effort with the same sense of 
urgency with which we embarked upon the 
Apollo program. By pulling together the mass 
of technical talent which is needed, by giving 
it the kind of financial support which it 
needs and deserves, we can begin to achieve 
our long-range goals." (End of statements by 
Senator Ernest F. Hollings.) 

The National Energy Forum of the United 
States National Committee of the World En
ergy Conference was held in September 1971 
in Washington, D.C. and energy problems 
were defined by some of the most knowledge
able people in the field of energy problems. 
Their Forum deliberations were assisted by 
a comprehensive study of the nation's en
ergy problems by Arthur D. Little, Inc. of 
Boston, Mass. In 1971, there was common 
agreement among the most knowledgeable 
that the United States is in dire need of a 
viable U.S. Energy Po.licy. There was less than 
~nanimity as to what the policy should con
tain and how it should be implemented. 

Every important nation on earth except the 
United States has a national energy policy. 
The United States cannot afford to wait an
other year to adopt, by Congressional action, 
a viable and dynamic U.S. National Energy 
Policy. 

We must remember that the difference be
tween demand and supply of energy, of 
course, represents the amount of imports we 
must bring in each year, if it can be found, 
and if we have the supertankers to transport 
it, and if we can pay the prices that will 
prevail with the competition of other Free 
World countries. 

In conclusion, it should be emphasized 
that the highest priority in our legislative 
program and the greatest thrust should be 
for the passage of a viable and dynamic U.S. 
National Energy Policy. It appears that- Sen
ator Jackson's b111 S.70 has the best chance 
of accomplishing that objective. Companion 
bills deserve the same emphasis so that the 
measures can be approved by Congress and 
the President and become operative. 

Mere passage and approval of the U.S. 
National Energy Policy Act, or whatever it 
may be called, is just the first step. Addi
tional legislative thrust-s must follow adop
tion of a National Energy Policy, to ensure 
that essential funding is approved every year 
to perform all of the functions called for, or 
essential to implement the Energy Policy Act, 
including, (1) _energy management, (2) re
search and development, (3) collection of 
energy information and data and its an~y
sis, and (4) dissemination of meaningful, in
telligent, and inclusive information, fre
quently and regularly to the Congress, the 
President and the American public. Related 
to the legislative thrust required for energy 
problems, are environmental quality, con
servation of other natural resources besides 
energy, maintenance of national defense, 
technological and engineering manpower re
source management and improvement, and 
NASA's funding for development of an op
!'lrational capability for exploitation of earth 
resources by the use of near-earth space (up 
to_ synchronous orbits). 

Even with dedication to a national com
mitment of the same sense of urgency a-s the 
Apollo program, the "energy crisis" will not 
be overcome much before the end of the 20th 
century, if then. The "energy crisis" can be, 
must be, ap_d. will be overcome and the re
wards will be much greater than the cost. 
Everyone shoUld know and believe this. 

LEGISLATION--80LUTIONS TO PROBLEMS OF THE 

ENERGY CRISIS-PART II-PARTIAL SOLUTION 
WITHIN ExiSriNG LEGISLATION 

(By David N. Raffel) 
(NOTE: David N. Raffel is Director-Owner 

of PROTANS Consultants in E1 Paso, Texas. 
Mr. Raffel is formerly Vice President and 
Chief for Latin America work of Harza En
gineering Company. He has first hand ex
perience with environmental consequences 

of meeting our population's increasing de
mands for power and water.) 

A LEGISLATED PREDICAMENT 

. Every legislation enacted which in one way 
or another contributed to the present and 
very real energy crisis was enacted in the 
hope of improving the ultimate well being 
of the general public. It was just unfortunate 
that the various individual laws interacted 
in such a way as to bring us to our present 
predicament. A good example of that is our 
attempt to control the amount of sulfur 
introduced into the air we breathe. 

Laws were enacted limiting the sulfur 
content of the fuels that can be used by 
the utllities. The laws not only set standards 
but imposed enforceable penalties for non
compliance. That legislation eliminated a 
portion of the coal and oil produceable in 
the United States from use as fuel. At the 
same time, and in an attempt to solve a 
problem of national security and balance of 
payments, the amount of foreign low sulfur 
oils which could be imported to the United 
States was limited. Those imported oils might 
have supplemented domestic supplies and 
replaced fuels of higher sulfur content. 

The timing of the legislation is significant. 
The laws were made before alternative fuel 
sources could be developed. The laws forced 
a shift away from fossil fuels and toward nu
clear fuels. But other laws concerning heat 
rejection from both nuclear and fossil fueled 
plants and concerning public participation 
in the siting and licensing process delayed 
construction and operation of nuclear fueled 
plants. The sulfur content laws came before 
resolution of disagreements between the fed
eral government and the natural gas indus
try, so the gas industry delayed exploration 
and development of new resources. 

The laws also came before the utilities and 
their equipment suppliers could design and 
manufacture and install adequate sulfur 
rem{)ving equipment. They came before any 
significant amount of "new technology" 
means of generation could displace the 
need for fossil fuel burning plants. Yet, 
our need for central station generation of 
electricity continues increasing in both 
magnitude and as a percentage of total 
-energy consumption. 

We may recall that electric utilities pro
vide only part of our energy. Home heating 
and cooling, commercial heating and cooling, 
industrial consumption, use of internal com
bustion engines for power and transporta
tion presently consume a large portion of 
our total fuel than the electric power utili
ties. Those other uses create a disproportion
ately large share of the total environmental 
pollution. 

Some alternatives which might diminish 
the total damage to our environment are: 

a. Improving the efficiency of the myriad 
small home and industrial electrical and 
combustion devices. 

b. Shifting toward public transportation 
instead of private transportation. 

c. Increasing the proportion of homes, 
offices, and factories which are heated and 
COOle~ . by electricity generated at central 
utility plants. Larger central station gen~ 
erat~g plants are more efficient, less pollut
ing consumers of-fuel than the ·smaller units 
which they replace. 
· Keeping that iii mind, let's look at the pat.:. 
tern of utility energy generation. Fi~e. 1 
is a typical system load c'urve for a week. 
Time and day are given along the bottom 
and the amount of energy delivered to the 
various uttiity customers at any time is the 
height of the curve. The generating equip
ment is governed so that it delivers just the 
amount of electricity demanded by the cus
tomers and never more, and hopefully, never 
less. The lower portion of the electricity 
generated at any time of day is called the 
base lOad. The ·higher portion is called the 
peak load. · · 
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UTILITY PEAKING 

Since fuel is consumed when starting up 
and picking up load by a thermal unit, the 
utility tries to have as few starts as possible. 
Since the base load is generated all day 
long, the utility prefers that the base load 
electricity be generated by the units having 
the least total costs for operation. It hap
pens that the present nuclear fueled plants 
produce electricity at lower total cost than 
the more efficient modern fossil fueled 
plants. So the utility elects to use nuclear 
fueled plants to generate the base load elec
tricity. 

As the demand for electricity increases 
at various times during the day, the utility 
operates less and less economical and less 
efficient thermal fueled units. The selection 
is for the more efficient, but their availability 
soon runs out and older, less efficient equip
ment is finally operated to meet the peak 
of the load. If available, alternative generat
ing equipment may be operated to meet the 
peak. Those alternatives now include conven
tional hydroelectric plants, pumped storage 
hydroelectric plants, Diesel-electric plants, 
gas turbines, combined cycle units with gas 
turbines, and in one instance the geoether
mal units. 
_ Increasing use of electricity for heating 

and cooling is the major means of shifting 
energy consumption toward less polluting 
central station generation. We can expect 
that diminishing the total environmental 
pollution by shifting toward central utility 
production of energy will not diminish the 
future differences between the peak and the 
base load. 

Our present research and development of 
geothermal and solar and magnetohydro
dynamic plants has not yet reached a stage 
where we can build the major peaking plants 
of the 1980's with that kind of equipment. 
And it is the 1980's we are talking about, not 
the 1970's. The time between decision to 
build and going on the line with commercial 
energy is so long at present that no plant 
not already started through the licensing 
process will be serving loads before the mid-
1980's. 

Let's consider how we might meet the 
peak loads with existing technology in such 
a way that total additional pollution in meet
ing those loads is minimized or reduced. We 
are also looking for a way of doing that so 
total allocation of our limited material re
sources is minimized. We are looking for a 
way that is ,practical for generating large 
amounts of electricity on peak, within the 
existing legislation constraints and with 
minimum total damage to the quality of our 
environment. 

As an alternative to generating on peak 
with older fossil fueled plants, utilities use 
hydroelectric plants if they have them. Hy
droelectric plants can be of two distinct 
types. One is the conventional hydroelectric 
plant, using either the natural deliveries of 
water from the stream or regulating the nat
ural flows in reservoirs. Flood excesses can 
be stored for release later when the natural 
flow is low. The other type is the pumped 
storage plant. , 

Many hydroelectric and pumped storage 
plants are built with the machinery halls ex
cavated in rock, underground. An extensive 
mining, tunneling, and shaft excavation 
technology already existed and was extended 
to solve the special problems of that kind 
of excavation. 

THE PUMPED STORAGE CONCEPT 

Figure 2 is a simple schematic shoWing the 
basic features of a pumped storage project. 
The conventio~al -proje~t is at the left. There 
is an upper reservoir for storing potential 
energy, an_ intake/discharge control stru~-
ture, a water conduit called a penstOck, which 
could be in a shaft or-exposed, a guard valve, 
the basic pumping/generating equipment 1n 

.a powerhouse or in an underground ca;yern, 
a second intake/discharge control structure, 
and a lower reservoir. 

Conventional pumped .storage has been 
used since the late 1940's for generating on 
peak in situations where water supply is 
limited. Basi<'ally, a portion of .base load 
generating capacity which is not supplying 
the load for several hours of the day is used 
to pump water to an upper reservoir, where 
it is stored. Later, the water is dropped back 
through the hydroelectric generating ma
chinery to the lower reservoir, generating 
energy when it is needed on peak. The res
ervoirs can be natural bodies of water or 
they can be man-made. The pumped storage 
reservoirs which are man-made are not 
ordinarily used as recreation lakes because 
of rapid and large changes in water levels 
throughout the operating cycle. 

The pumping and generating energy fit the 
utility load as shown on this second weekly 
load curve, Figure 3. This pattern supplies 
the same customer loads as Figure 1. The 
peak of the load is met by generating with 
pumping storage units. The magnitude of the 
peak varies substantially from hour to hour. 
The base of the load plus the pumpback 
energy is supplied by the base load units. In 
that manner, the base load units are 
operating at nearly constant load and 
optimum efficiency all the time. The re
mainder of the load is supplied by other 
thermal units which are at nearly constant 
load and nearly best efficiency while they are 
operating. More energy is needed for pump
ing during off peak hours than is later 
recovered when generating on peak, because 
there are machine losses and hydraulic 
losses. But, by generating the pumpback 
energy with the least expensive base load 
energy, the utility avoids inefficiencies 3:nd 
higher fuel costs generating on peak w1th 
thermal units. The patterns of most utility 
system loads and the necessary amounts of 
base load generating units generally permit 
installing pumped storage equal to 10% to 
15% of the total system capacity. 

It is characteristic of hydroelectric and 
pumping machinery that the higher the 
head, or fall, of water, the smaller are the 
machines, the reservoirs, the structures, 
and the civil works required for generating 
a given number of kilowatts on peak. Figure 4 
shows the relative costs at different head of 
machinery and structures and, most 
significantly, the volume of water required 
to be stored, pumped, and stored again. 
The amounts are given as proportions of the 
amounts when operating at 352 feet maxi
mum generating head. That is the head at 
the Ludington Pumped Storage Project on the 
east shore of Lake Michigan, where the 
world's largest reversible pump-turbines are 
now operating. 

Obviously, given favorable sites, the alloca
tions of labor and materials to build a 
pumped storage peaking plant decrease as 
the head increases. It is also obvious that 
water consumption by evaporation and 
leakage and environmental defacement de
crease as the volume of water ha.ndled and 
the reservoir sizes decrease when the head 
increases. 

The economics of very high head pumped 
storage plants have not been considered 
much in this country because of the scarcity 
of sites with large differences in elevation 
near major load centers. Pumped storage 
plants built and proposed in the United 
States have been limited to the head tech
nically developable with the reversible 
Francis type pump-turbines. Those machines 
are practical for relatively efficient opera
tion at heads as high as 1400 to 1700 feet. 
Efficiency decreases rapidly at the upper 
limit of the head range. 

In E\lrope, wbere large topographic dif
ferences in elevation exist near major 
popula~ion centers, single stage pumped 

storage plants are .operating at heacts of 
3000_ feet and more, using sepa_rate Pelt0n 
tyPe turbines an~ multistage pumps. 

HIGH HEAD UNDERGROUND PUMPED STORAGE · 

The right side of Figure 2 shows an under
ground pumped storage project. The only 
difference between the underground and the 
conventional is that the lower reservoir ~f 
the underground project is mined in the 
solid rock. Location of the power cav3rn is 
not the distinguishing feature. Several pro
posals to plan underground pumped storage 
projects have been made and one is now 
being built in Finland, where the lower reser
voir is an abandoned mine. The underground 
portion of the project may be beneath· land 
or beneath a body of water-the so-called 
"offshore" development--where land near 
the major load center is scarce or unavail
able at a practical cost. 

The following are the principal advantages 
of going underground: 

a. Ability to site the plant near the load 
center, thus reducing transmission losses at 
the time when the load is greatest and trans
mission losses per mile will be the highest. 

b. Reduction of the amount of thermal
generated energy needed for pumpback by 
reducing transmission losses. -

c. Reduction of the amount of land cor
ridor and labor and materials needed for 
transmitting the energy to the load center. 

d. Reduction of the amount of peaking 
generating plant above ground and ~ pub
lic view. 

e. Freeing some of the land above the 
facilities for public use as parks, etc. 

Partly because of inertia, underground 
pumped storage proposed in the United 
States to date has been limited to heads 
appropriate for reversible Francis style 
pump-turbines. Two-stage (one above the 
other) developments using reversible Ilia
chines have been proposed as a means of 
reducing the total excavated volume per 
megawatt of peaking capacity. There is talk 
of developing reversible machines capable 
of operating efficiently at higher heads than 
now possible. But there is no reason to wait 
the years required for achieving that tour de 
force, even if the operating range for such 
machines can eventually be extended. 

There is absolutely no reason why much 
higher heads, on the order of 3000 feet or 
more, should not be developed now in a 
single stage with separate pumps and tur
bines. The heads will be available by going 
underground to the lower reservoir. Such a 
project is shown at the right side of Figure 2, 
for comparison with the highest head coil· 
ventional pumped storage. There is a small 
surface reservoir, the intake/discharge con
trol structure, the penstock·, the powerplant 
in a cavern, a lower control structure, and a 
mined pillar and cavern underground reser
voir. A typical head for an economical under
ground pumped storage project is about 1000 
meters or more, say 3500 feet. That is a high 
head by most standards, but it is not greater 
than the depth of many mines. 

With the head developed in one stage, 
there will be less total excavation than if 
the head is developed in two stages because 
there will be no intermediate regulating 
reservoir and because the separate machines 
are more efficient than reversible machines, 
which are a compromise between design for 
pumping and design for generating opera· 
tion. The high head underground pumped 
storage project is a development with a small 
surface reservoir. The volume required at 
3500 feet head is only one tenth the volume 
required at 350 feet head. The quantity of 
rock excavated and ·subsequently sold, used 
to line the upper reservoir, or otherwise used 
as fill, the cost of the pumping/generating 
facilities, and the surface defacement will 
similarly be less for a high head underground 
.pumped storage project. than for a plant with 
lower head. Water .co:Q.sumption _ will be less 
and makeup supply alloca,teQ. will . be _less. 
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Of course, a safe high head underground 

pumped storage pla.nt canna.t be sited just 
anywhere. But the geatechni criteria for 
selecting a site far such a. project can be met 
near many of our major load centers. Geo
technical criteria of primary importance are 
those related to the subsurface conditions 
which will have an i.n1luence on the stability 
!or construction of shafts, underground 
powerplant caverns, and underground stor
n.ge reservoirs and on the long term stability 
of the underground storae-e reservoir under 
operating conditions. The geotechnical cri
teria include the following: 

a. Sound Rock 
1. . The rock mass and the rock should be 

relatively free of major structural features 
that will infi.uence its sta.billty in large, 
unlined caverns during both excavation and 
long term operation. This includes struc
tural features that ma.y be susceptible to 
erosion by the water fiowing through the 
rooms or to deterioration as a result of the 
daily fluctuations of wat-er in the subsurface 
reservoir. 

2. The rock should have a. mineralogy that 
that is not susceptible to weathering, which 
could deteriorate the strength of the rock 
during operation of the facllity. 

b. A.clequate Thickness, Distribution, and 
Depth. 

1. The rock unit should have adequate 
thickness for the safe placement of the open
ings for the underground powerplant and 
for the underground storage reservoir. 

2. The geometric configuration of the rock 
unit should be favorable for the placement 
of the underground powerplant and the 
underground storage reservoir. 

3. The depth of the rock units should be 
s:u1llcient to devel~p the intended head for 
generation. 

c. WateT Tightness 
1. The permeability of the rock mass 

should be low to prevent either inward seep
age and filling of the subsurface reservoir 
or outward seepage and leakage from th& 
subsurface reservoir. 

a. The permeability of the rock mass 
should be o:f the t:ype that can be controlled 
by standard methods. Provisions can be made 
for treating local zones of secondary per
meability, such a.s along joints or bedding. 
However the cost to control intergranular, 
or primary, permeability throughout an 
underground storage reservoir would most 
likely be prohibitive. 

The geotechnical aspects of surface res
ervoir siting ere also of primary importance. 
Evaluation should be made to ensure that 
the surface reservoir can be made. relatively 
watertight and that the reservoir slopes will 
be stable under large and rapid changes of 
water level. B.esides the technical considera...
tions, the effect of a high head underground 
pumped storage project on the total envi
ronment should be evaluated. 
TOTAL UTYLITY SYSTEM WASTE HEAT" REJECTION 

WXTH PUMPED STORAGE 

The. bUlk of the pumpback. energy will be 
generated by the most economical base load 
thermal plants. If the base load units. are 
nuclear fueled. waste heat rejected by them 
during pumpba.ck. will be about one and one 
half times. as. great as with fossil fueled base 
load pumpba.ck. Howevery the nuclear plant 
waste heat will be about the same as waste 
heat from the older fossil fueled plants which 
would otherwise be used for peaking, per 
unit of electricity generated. B.esides lesser 
operating efficiency of the fossil. fueied peak
ing units, energy is consumed and wasted 
when they are starting up a.nd shutting down 
and while t.hey a.re following the peak of the 
load at- i.nefficient part load. opera.ting con
ditions. That additional. waste will not be as 
great,. liD -ver. as the difference between the 
ptunpbcl:.. energy- and the_ energy generated 
on 1o by the pumped storage pla.n'"C. Thus, 
lf thenr is a nuclear- base, there will likely be 

greater to.tal utility waste heat rejected 
to the environment "Vdt.h pumped s.tora.ge on 
peak than with thermal units. on peak. I! 
there is a fossil fueled base, total utllrty 
waste heat rejected to the environment wtll · 
likely be about the same, with pumped star
age or with thermal peaking. 

TOTAL UTILITY WATER CONSUMPI'ION WITH 

PUMPED STORAGE 

Total utility water consumption would 
be about in proportion to the total utllity 
waste heat rejection. There will be an addi
tional long term water consumption with 
pumped storage because of the evaporation 
and leakage fl:.om the reservoirs. With a 3500 
feet head underground pumped storage proj
ect. the surface reservoir will occupy only 
about 50 acres of land and the underground 
reservoir will be slightly larger. With such 
head and, say, 1000 megawatts peaking capa
city, total water consumption at both the 
upper and lower reservoirs would be about 
325 acre feet per year. 
TO'l:AL U'l'1LXTY Fm:M WATER SUPPLY DURING 

CRl:TICAL DRY" PEm::OUS WXTH PUMPED STORAGE 

A cooling pond for 1000 megawatts of ther
mal pesking capacity would occupy about 
1000 acres, or 20 times as much surface 
land as the upper reservoh· of a high head 
underground pumped storage project. To 
reduce that land requirement, utilities in 
the southwest would build mechanical draft 
cooling towers. The towers would mar the 
landscape and create fog plumes on cold 
days. They would occupy less la d than the 
upper reservoir of the high head under
ground pumped storage project, but we are 
not considering a large land area anyway. 

A 1000 megawatt thermal peaking prant 
with cooling towers here in the southwest 
wfil consume 15 to 20 acre feet of water per 
day by evaporation and almost the same 
amount additional :for tower blowdown. 

That amounts to 8,000 to 10,000 acre feet 
per year, if operated on peak 8 hours per 
day, or consump-tion at the rate of 15 to 20 
cubic feet per second when operating. That 
is- an amount about ten times as great as the 
rate of make'llp- supply for an alternative 
high head underground" pumped.- storage 
plant! And the makeup supply must exist 
at the same time as. makeup for the base 
load units operating at their full capacity. 

It wasn•t many years ago that the Mis
sissippi River level was so low that water 
could not be passed through the Union Elec
tric Company's condensers at St. Louis. Their 
generating plants could nat be operated at 
all. Without a. firm supply of coollng water 
for a thermal plant, the plant cannot be 
counted on for generation. If the supply is 
not available every day of every year, then 
other generating capacity will ha.ve to be 
built or obtained by interchange tor meet
ing the peak of the load, even if only for a 
day or two. 

Consider a critical dry period or an emer
g&ncy when makeup water iS not available 
for a high head underground pumped stor
age project and when cooling and blowdown 
water is not available for a thermal pe.ak:lng 
plant. The pumped storage plant will be op
erable at nearly its full capacity. The ca
pactty will be reduced only by the ratio of 
evaporation and leakage lasses during the 
critical period to the normal volume of. w.a
ter in the pumped storage system. Later,.. 
when makeup water iS again. available, the 
volume can "be r.eple:II1shed to its normal 
amount. 

In contl:as~ the alternative. thermal peak
ing unit (n~rmall-y requiring about ten times 
as uch daily- makeup a& an equivalent ca.
pacity high head underground pumped stoJ:
age plant and thus more ~uently suscep.
tible to reduction in the needed supply) will 
be completely out of Service. Thus. we can 
appreciate 1;he significance to the publtc and 
to the utility of a differen--ce fn the required 
allocation o~ firm water mpply duriftg- a-

critical dry period. In water short areas, this 
matter should not be overlooked. 

LOW VALUE BRACKISH OR SEA WATER 

In regard to both total water consumption 
and firm allocation, there is an intriguing 
possibility in regions whe e brackish or sea 
water- lies dee underground. Given careful 
exploration and planning, a. high head un
derground pumped storage project can use 
brackish or sea water instead of the much 
higher quality ater needed for makeup, 
cooling; and blowdown at a thermal peaking 
plant. Certainly, the proper materials must 
be selected and they cost more per pound 
than materials suitable with fresh water. Yet, 
there are several hydro-electric plants oper
ating year after year with sea water. The 
extra cost of the special materials would 
necessarily be balanced against the value of 
freeing a higher quality water for other uses. 

If high quality water were vruued at only 
$15 per acre foot for irrigation, then using 
brackish water would be justified i:f the extra 
expenditure for materials were aoout $120,-
000. But if the high quality water were even
tually valued as municipal and industrial 
water, then using brackish or sea water might 
justify an additional expenditure for mate
rials of three quarters of a million dollars. 
TOTAL UTILITY ATMOSPHERIC POLLUTION WITH 

PUMPED STORAGE 

There will be no at site atmospheric pollu
tion with pumped storage peaking. Most of 
the pumpback energy will be generated by 
the large base load units which are equipped 
with the most effective pollution control 
equipment and systems. With thermal peak
ing, if the peaking units are not at the same 
place as the base load units, then there will 
be some atmospheric pollution at two or 
more places instead of only at the base 
load plant sites. 

WHY CONSIDER HIGH HEAD UNDERGROUND 
PU~ED STORAGE? 

Underground pumped storage at high head 
is a here and now technology. If should be 
considered a.s an alternative to other means 
of peaking for the following reasons: 

a. The necessary technology for shaft and 
cavern deep mining exists. 

b. Given adequate planning and site selec
tion, high head underground pumped storage 
is economical. There may be situations in 
which existing mines can be used .for the 
lower reservoir, as in Finland. 

c. High head underground pumped storage 
causes min.immn topographical def"a.cement 
because surface reservoirs are small. The 
plant can be close to the load center, thus 
minimizing requirements tor right-of-way 
and structures for transmission. The power
plant and the lower reservoir w1ll be safely 
out of sight. 

d. Underground pumped storage peaking 
minimizes fossil fuel consump-tion when all 
or most of the pumpbac.k energy is generated 
during off peal!: hours with the then excess 
capacity of base load nuclear fueled plants. 
That pump back energ-y costs 3 mills per kilo
watt- hour or less, compared with 6 to 7 mills 
per kllowm;t hour for f"ossil fueled peaking. 

e. High head underground pumped storage 
minimizes the total utility system require
ment :ror firm water-- supply during critical 
dry periods. 

f. Well planned and wen executed under
ground pumped storage will not destroy the 
underground environment and ft will not poi
lute the groundwater basin. 

Several addition.ll adlrantages ta the elec
tric power utilities a.re SJJ:m.m.arized below: . 

a. Very high head underground pumped 
storage projects: with sepa.ra.te pumps and 
turbines can be started simply, can change 
from pumping to generating mode very rap
idly; and can pick up load in a very short 
tfm:e. 

b. rnvestment fn transnrtssfon facUlties 
can be" low" and system transmission stability 
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can be high, with the peaking capacity op
erated near the major load centers. 

c. Land purchase requirements decrease ae 
the head increases and part of the facilities 
are put below ground. 

d. Total utility disbursements for fuel and 
investment tied up in fuel reserves can be 
reduced. This is increasingly significant be
cause we are already experiencing doubled 
cost s for fossil fuels and can expect further 
increases. 

It seems in the interest of the general pub
lic and of the electric power utilities that 
high head underground pumped storage 
should be considered as an alternative when
ever other means are proposed for meeting 
the peak loads of the 1980's and thereafter. 
Many utility systems can use 10% to 15% of 
their total capacity as pumped storage. Eco
nomical high head underground pumped 
storage plants can be built with existing 
technology and within existing legislation, 
with minimum deterioration of the environ
ment. 

TRADITIONAL ECONOMIC METHODS 
FAIL TO CORRECT U.S. ECONOMIC 
PROBLEMS 
Mr. HARTKE. Mr. President, the 

traditional economic tool for correcting 
a disequilibrium in the balance-of-pay
ments mechanism has not worked. No 
one can say with any assurance that the 
two dollar devaluations will restore the 
United States to a position of surplus. 
There is, however, evidence that the 
strong medicine of devaluation is not at 
all effective in combating our trade def
icit. 

Exports from Germany continue to 
pour into the United States despite our 
two dollar devaluations and the recent 
German mark revaluation. Overall, Ger
man exports, despite the much higher 
prices demanded for mark-valued pro
ducts, showed a 20.9-percent increase 
for the first 5 months of 1973 compared 
to the same period in 1972. German ex
ports to the United States increased by 
a record 18.2 percent during this period. 

Exports to the United States in May 
of this year amounted to $440.65 million 
up from $397.15 million in May 1972. Im
ports into the United States increased by 
22 percent in 1972. They continue to 
climb at this annual rate. Export volume 
only increased by 8 to 14 percent in 1972. 
Devaluation has not given an impetus 
to exports in general. 

Devaluation has also not been very 
successful in attracting foreign invest
ment to the United States. Volkswagen 
was considering putting an assembly 
plant in the United States but has made 
no moves in this direction because the 
dollar parity fluctuates so drastically 
from day to day. This is hardly the basis 
upon which these firms can make any 
long-term plans or even short-term cal
culations. So they put off any decisions 
to invest in the United States and the 
potential jobs for Americans are not 
realized. 

Devaluation has made our agricul
tural products extreme bargains, drain
ing our supplies and pushing up domestic 
prices. Phase IV promises even higher 
food prices, adding to our already out
landish annual agricultural price infla
tion rate of 32 percent. 

We can ill afford waiting around until 
the positive effects of devaluation ma-

terialize. Thus far, it has not brought 
about the kind of adjustments which are 
necessary. It has been detrimental. Our 
dollar, although still one of the world's 
reserve currencies, is being buffeted back 
and forth by speculators and creating 
severe strain on the world's monetary 
and trading structure. The potential has 
been created for a major shift in inter
national trading relationships in the 
next few months, and it will not be in the 
favor of the United States. 

NEW LEGAL SERVICES 
CORPORATION 

Mr. JAVITS. Mr. President, it is my 
expectation that the Subcommittee on 
Employment, Poverty, and Migratory 
Labor will proceed in the very near fu
ture, hopefully before the August recess, 
to consider the administration's proposal 
and other proposals for the establish
ment of a new legal services corporation. 

The Senate Committee on Labor and 
Public Welfare has before it S. 1815 and 
amendment No. 132, essentially the ad
ministration's proposal, which I intro
duced to ensure its consideration, and 
S. 706 and amendment No. 5, introduced 
by Senator MoNDALE, which I cospon
sored, which is basically the bill agreed 
to in conference last year. but unfor
tunately dropped in anticipation of its 
veto by the President, largely over the 
failure to reach agreement on the way 
to appoint the board of directors of the 
corporation. 

The House of Representatives has al
ready acted upon the administration's 
proposal having made a number of 
chailges in committee and also on the 
floor-in the latter case changes which 
I consider on the whole to fall short of 
the need. 

Mr. President, when I introduced the 
administration's proposal on May 15, 
1973, I indicated that each of the provi
sions of that measure would have to be 
judged by the very principles enunciated 
by the President in his messages on the 
subject-not only in terms of intent but 
their potential effects. These principles 
are: the independence of the corpora
tion, freedom of the attorney-client re
lation-and maintenance of a vital pro
gram. I pledged that I would seek to 
eliminate the elements which could tend 
to politicize the program and to support 
elements that could serve to profession
alize it. 

In this regard I noted particularly 
that: 

The views of the organized bar and the 
attorneys in the current program with re
spect to these and other provisions will-as 
in the past-be a strong guiding force in the 
final legislation which results. 

I am very pleased, therefore, that a 
number of very distinguished members 
of the National and New York Bar came 
to Washington this past Wednesday, 
July 18, 1973, and make known to me 
and to other Members of the Congress 
their views with respect to the House
passed bill and the proposals to be con
sidered in the Senate. 

It must be constantly t•eassuring to 
those who conduct the program, as it is 
to me. that lawyers of such stature as 

r..obert Meserve, president of the Amer
ican Ba.:- Association, and Orville Schell. 
president of the Association of the Bar 
of the City of New York, wouid person
ally meet the elected representatives in 
behalf of a professional legal service 
prograrr .. 

Mr. Schell transmitted to my office
joint statement endorsed by the New 
York State Bar Associativn, the Associa
tion of the Bar of the City of New York, 
the New York County LawYers Asso~ia
tions, the Legal Aid Society, the Com
munity Action for Le~al Services
CALS-and C~mmunity Law Office-an 
extensive and impressive array of the key 
associations concerned with legal serv
ic_es. 

The statement indicates that each of 
these organizations !.s strongly com
mitted to ~he entertainment of a Na
tional Legal Services Corporation which: 

(a) is adequatel~ funded to meet the com
pelling need for legal reprt:sentation of eli
gible indigent clients; 

(b) permits legal services lawyers to pro
vide the sam representation to indigent 
clients that the p.ivate bar provides to its 
clients: 

~ c J has sufficient flexibility in its person
nel policies and in the use and application 
of its funds to permit an innovative attack 
on the problem of providing legal represen
tation to the indigent; and 

(d) is not restricted by statute in the kind 
of cases that it can take or the nature of the 
legal assistance it can provide to eligible 
clients. 

On the basis of these criteria, the 
statement concludes: 

We believe that H.R. 7824, as passed by the 
House fails to satisfy the foregoing principles 
and is, therefore, unsatisfactory. 

Mr. President, I agree with this con
clusion and, as· the legislation is con
sidered by the Committee on Labor and 
Public Welfare, I pledge every effort to 
insure their implementation in the areas 
of concern noted in the statement-leg
islative and administrative advocacy, full 
representation, and the co:.. .. tinuation of 
backup centers, as well as other areas 
of c-oncern. 

I also acknowledge with satisfaction 
the receipt by my office of a petition
signed by 1,509 lawYers and candidates 
for admission to the bar in New York 
State-endorsing a resolution sponsored 
by the New York Law Associates in SUP
port of a resolution passed by the House 
of Delegates of the American Bar Asso
ciation on February 16, 1973, urging the 
formation of a strong legal services cor
poration and in the interim continuation 
of the existing program at an adequate 
level of funding. 

Mr. President, I also wish to express 
my strong support for the continuation 
of a meaningful legal services program 
under OEO in the interim until a na
tional legal services corporation is estab
lished. In that connection, I note the 
following very promising development: 

The action of the House of Repre
sentatives in voting to appropriate $71.5 
million for the current program in OEO 
for fiscal year 1974; I expect to testify 
before the Senate Committee on Appro
priations tomorrow in support of that 
appropriation; earlier the Appropriations 
Committee, at my request, included as 
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report language on H.R. 7447, the second 
supplemental appropriations bill, a com
mitment to fund the existing program. 
Pursuant to that commitment, the pro
gram is now being conducted under a 
continuing resolution. 

The commitment made in writing to 
me by the Acting Directol' of OEO, Alvin 
J. Arnett, in response to a letter dated 
June 28, 1973, from me and 10 other 
members of the Labru· and Public Wel
fare Committee and the Senate to con
tinue the vital backup centers at least 
through December of this yea:r; 

The commitment made by Acting Di
rector Arnett just last Friday in his con
firmation hearing before the Committee 
on Labor and Public Welfare, in response 
to questions which Senator Schweiker 
and I posed, that he does not intend to 
make any major changes in the goals or 
conduct of the legal services program 
and he will tenet toward funding of 
existing projects in carrying out the pro
grams throughout this fiscal year. With 
respect to his commitment not to affect 
any major changes in the program, I 
note also that he has. advised Robert 
Meserve, president of the American Bar 
Association, of his intent to withdraw 
and not pursue at this time any new reg
ulations for the program; Mr. Phillips 
had previously published regulations that 
in my opinion would have greatly 
changed the program and limited so
c lled law reform cases and restricted 
representation in cases involving assist
ance for the establishment of community 
development corporations and other 
organizations. 

I ask unanimous consent that there 
be printed in the RECORD a copy of the 
statement by the New York Bar Associ
ation to which I referred earlier, together 
with the exchange of letters I had with 
the Acting Director of OEO, Alvin J. 
Arnett, regarding bacl>:up centers, and a 
copy of the resolution sponsored by the 
New York Law Associates to which I 
also referred. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 
THE PROPOSED NATIONAL LEGAL SERVICES 

CORPORATXON (H.R. '782~ AND S. 1815) 
On May 15, 1973, the Administration in

troduced its. long-awaited bill sooking to. 
establish a National Lega.I: Services Cor~ 
tion (H.R. 7824). The bill. changed substan
tially by the Committee on Education and 
Labor and amended extensively by the House. 
of Representatives prior to passage on June 
21, has been sent to the Senate for consider
ation. Companion legislation has been in
troduced in the Senate (S. 1815 and amend
ment 132 thereto) . 

SUMMARY OF RECOMMENDATIONS 

Each of our organizations is strongly com
mitted to the creation of a National Legal 
Services Corporation which: 

(a) is adequately funded to meet the com
pelling need for legal representation of eligi
ble indigent clients; 

(b) permits legal services lawyers to pro
vide the same representation to indigent 
clients that the private- bar provides ro its 
clients; 

(c) has sufilcient :flexibility in its person
nel policies and in the use and application 
of its funds. to pennit an innovative. atta.ek 
on the pJ;ablem of providing legal rep:resenta
tion to the 1ndlgent; and 

(d} 1s. not restricted by statute in the 

kind. of cases that it can. take or the nature 
of the legal assistance it can provide to eligi
ble clients.* 

we believe that H.B. 7824, as passed by the 
House, fails to 3atisfy the foregoing princi
ples and is~ therefore, unsa;J:isjactory, We 
unanimously call upon the Senate, in its 
consideration of &. 1815, to reaffirm these 
principles by adopting, at the very least, 
those essential amendments described below 
to the cited paragraphs in H.R. 7824c and S. 
1815. 

1. Adeqttate funding 
Prospects for adequate funding of the 

Corporation and the legal service programs 
operating thereunder are seriously threat
ened by: 

(a) the specific authorization (Sec. 6(e) 
of H.R. 7824) for local courts to impose po
tentially staggering court and counsel fees 
upon such programs, even where no such 
costs could be imposed on private attorneys, 
with the additional. problem that a concern 
with possible defun.ding inhibits a program 
from adequately asserting clients• rights; 
and 

(b) the severe restrictions against the use 
of non-Corporation funds (Sec. 10(b) of H.R. 
7824), which may have the adverse e1fect 
of virtually eliminating substantial funds 
now contributed to such programs by state 
and local governments, foundations and the 
private Bar. 
In addition, we note that since neither H.R. 
7824 nor S. 1815' contains an authorization 
or appropriation of funds, separate legisla
tion will be required to enable the Corpora
tion to even begin to carry out its respon
sibilities. 

2. Equal representation 
The opportunity-indeed, the obliga

tion-for legal service lawyers to render the 
same type of representation to poor clients 
as the private Bar furnishes to its clients is 
embedded in the Code_ of Professional Re
sponsibility, in the Constitution's guaran
tees of Equal Protection and Due Process 
and in the concept_ of our adversary system. 
Yet H.R. 7824 and S. 1815 undermine the 
goal of equal representation by: 

(a) prohibiting (Sec. 7(a) (5) of H.R. 
7824 and Sec. 6(e)4- of S. 1815) legal service 
programs from many forms of legislative 
or administrative advocacy both as mem
bers of the Bar with the obligation to con
tribute to the improvement of the law and 
even in cases where such advocacy is re
quired by the interests of the clients. while 
permitting such advocacy by private at
torneys for competing interest groups; 

(b) severely inhibiting legaJ. services pro
grams from advising clients of applicable 
laws and remedies (Sec. o'b) 5 and 7 (b) 4 of 
H.R. 7824; Sees. 6(b}5 and 7(b)5 of S. 18lfr) 
because such advise may •encourage" the 
use of: such law.s and remedies, despite the 
fact that attorneys are professionally bound 
to advise their clients of applicable legal 
alternatives and despite the fact that en
couraging wider understanding of such laws 
and remedies may reduce the frequency of 
litigation and the cost of legal services; 

(c} subjecting restrictions on the ability 
of regal services programs to advise clients 
of corporate and organizational alternatives 
available under the law (Sec. T(bJ 5 of H.R. 
7824 and Sec. 7(b}6 of S. 1815) even where 
such laws created for profit can be helpful 
to such clients. ar assisting them. in meeting 
the requirements of such laws even though 
such non-litigation counseling is a primary 
service for the private clients. 

In. each of these cases, we believe, H.R. 
7824 and S. 1815 must be modified w pre
se:t:.ve the appellate ana ad oea;cy capabilities 

*These principles were eontaine 1n a 
Resolution adopted- by ~he House of Dele
gates of the New: York State. Bar Association 
on June 29,1973. 

of legal service programs to the same extent 
that such capabilities exist within the Bar 
generally. 
3. Personnel Policies ancl Innovative Ap

proaches to legaL Problems: 
Despite- the desparate need for more qual

ified men and women to meet the-legal needs 
of the poor and for innovative- approaches 
to these needs, H .R. 7824 will make it more 
difficult for legal service programs both to 
obtain qualified sta1f attorneys and to pur
sue such approaches. In particular: 

(a) de-centralized national back-up cen
ters are eliminated entirely (Sec. 6(a) (3) ot 
H .R. 7824), despite the obvious contribution 
they have made to thorough research and 
analysis by legal service lawyers:-a contri
bution directly paTallei to that which li
braries, continuing legal education pro
grams and numerous research associates 
make to the private Bm-. Two other sections 
dealing with other subjects (Sees. 6(b)4 
and 7 (b) 3 of H.R. 7824 and Sec. 7 (b) 3 of 
S. 1815) may be read to have the same e1fect 
of excluding back-up centers and should be 
clarified or eliminated~ 

(b) both full and part-time attorneys as
sociated with legal se1-vice programs are pro
hibited from virtually all participation in 
the political process (Sec. 7(a} (6) of H.R. 
7824 and Sees. 6(1)) 5 and 7(a) 7 of S. 1815), 
including non-partisan campaigns. These 
limitations surpass t"'lose imposed on full
time government employees by the Hatch 
Act. To the extent that they do, we believe 
them inappropriate and oppose their enact
ment. 

(c) local bar associations must be re
quested to recomm.end applicants who must 
then receive preference for all available staff 
attorney positions (Sec. 7(a) (8) of H.R. 
7824). Although consultation with local bar 
associations is desirable, the bill as pres
ently constituted pxovicies that recommenda
tions from the local bar association must 
receive preference and this may inhibit the 
independence of the program. 

4. Restrictions on cases ancL services 
rendered 

Highly objectionable provisions of H.R. 
7824. arbitrarily restrict either the particular 
clients which legal service programs may 
represent or the types of remedies which 
may be sought on behaJI of those clients. 
We believe strongly that once the promise 
of rights is made to a. group of citizens and 
a lawyer-client relationship established, 
legal service lawyers--like all lawyers-must 
be free to pursue (within the framework of 
the Cod.e of Professional Responsibility) all 
available remedies f'or vfnd1cating their 
clients rights-regardless of whether those 
clients or those rights are popular or un
popular with the majority or any community, 
court or leglslature. 

Notwithstanding these fundamentail prin
ciples, neither the Corporation nor any legal 
service program funded by it. may represent 
an indigent client who:. 

(a) is under 18 and lacks parental con
sent fox: such representation (except in 
severely restricted cases (.Sec. 7(b) (6) of 
H.R. 7824). This subsection raises a question 
concerning an emancipated person who is 
under the age of. 18 a.n the- bill shnuld, at 
a minimum, be amended to exclude emanci
pated persons. Moreover. the proposed Cor
poration may well wish to issue guidelines 
outlinL'lg the circumstances under which 
such representations may be undertaken. 
Such matters appear to be inappropriate for 
inclusion in the legislation establishing the 
Corp_oration and showd be left to the Cor
poration's Board of Directors. 

(b) has been con.vfcted of a criminal 
charge and seeks relief in a civil action aris
ing out of alleged acts-or failure5to act con
nected with the crim.inal conviction and 
whim is brought agM.nst. an omcer of the 
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court or against a law enforcement official 
(Sec. 9(b) (1) of H.R. 7824). 

In addition, even Jf eligible for represen
tation, no client is permitted to assert any 
claim with respect to: 

(c) his right to attend an integrated 
school (Sec. 7(b) (7), (10) of H.R. 7824); 

(d) her right to a non-therapeutic abortion 
(Sec. 7(b) (8) of H.R. 7824); or 

(e) the Selective Service Act (Sec. 7(b) (9) 
of H.R. 7824). 

We find in each of these cases an un
acceptable deviation from the principle that 
the rights of poor clients are as equally en
t i"tled to respect, and enforcement, as the 
rights of all other citizens. 

• • • • • 
For the reasons stated above, we strongly 

urge all members of the Congress-and par
ticularly those concerned with the con
tinued role of law and fair play in our so
ciety-to create a truly professional Legal 
Services Corporation in accordance with 
both the principles set forth at the outset of 
this report and the specific recommendations 
set forth above. 

NEW YoRK STATE BAR ASSOCIATION. 

u.s. SENATE, 
Washington, D.C., June 28, 1973. 

Mr. ALVIN J. ARNETT, 
Director, Office of Economic Opportunity, 

Washington, D.C. 
DEAR MR • .ARNETT: As members of the Sen

ate Committee on Labor and Public Welfare 
and others concerned with the legal services 
program, we urge you to utilize, and obligate 
existing funds appropriated for fiscal year 
1973 and funds that we expect the Con
gress to appropriate for fiscal year 1974, to 
continue the current support centers at least 
through December 31, 1973, or until a na
tional legal services corporation can be es
tablished. 

As :-ou know, the sixteen support centers 
throughout the Nation currently funded by 
the Office of Economic Opportunt.;y pro
vide essential specialized legal assistance for 
legal services attorneys and their clients, 
thus serving as the vertebrae of the entire 
program, in such crucial areas as employ
ment, migrant and other law. 

The Economic Opportunity Act Amend
ments of 1972, signed into law by the Presi
dent on September 19, 1972, provides that of 
the authorized amounts in each of the fiscal 
years 1973 and 1974, the Director of the Office 
of Economic Opportunity shall "reserve and 
make ava.llableu not less than $71.5 million 
for legal services programs. On October 31, 
1972, the President signed into law (PL. 92-
607) the Supplemental Appropriations Act, 
1973, appropriating $71.5 million for legal 
services for the current fiscal year 1973. 

And, under recent decisions in the Federal 
courts, the Office of Economic Opportunity 
is obligated to make fiscal 1973 funds avail
able before the close of this fiscal year for 
continuation of the legal services, as well 
as other OEO programs. 

Moreover, with respect to fiscal year 1974, 
the Congress has already made clea:o.· its 
intent that the legal services program, in
cluding support centers should continue to 
be funded through fiscal year 1974 in the 
Office of Economic Opportunity, pending the 
establishment of a national legal service cor
poration. 

The House has passed both H.R. 8877, the 
Labor-HEW Appropriations Act, 1974, spe
cifically including $71.5 million for continua
tion of legal services under OEO through fis
cal year 1974, and pending action by the Sen
ate on that measure, H. Res. 636, continuing 
the legal services program, at the rate of $71.5 
million through September SO; the latter will 
be acted upon by the Senate this week. 

It is also already clear that the Senate 
favors similar actions; 1n connection with 
H.R. 7447, the · Second Supplemental Appro-

CXIX--1599-Part 20 

priations bill, the report of the Senate Com
mittee on Appropriations, dated May 18, 
adopted by the Senate on May 31, states: 

"In the budget submitted to Congress on 
January 29, the President indicated that a 
proposal would be forthcoming to establish 
a new legal services corporation. Since this 
legislative proposal has 1ust been submitted 
(May 11), the Committee is somewhat con
cerned that the fiscal year will end and no 
funds will be available to continue the 900 
neighborhood offices and sixteen support cen
ters now in operation throughout the coun
try. Since there is existing authority under 
the Economic Opportunity Act and further, 
since appropriations for legal services cover
ing FY 1973 have been enacted this program 
would normally be covered under a continu
ing resolution at a level of $71,500,000. Should 
the Congress fail to complete action on the 
FY 1974 legislative proposal and subsequent 
appropriation, the Committee would work to 
ensure that this program is provided for un
der a continuing resolution based on existing 
authority and present level of funding." (em
phasis added) . 

We support fully the concept of a national 
legal services corporation, and expect prompt 
action by the Committee on Labor and Pub
lic Wel~are on the Administration's proposal, 
which has already passed the House. 

But in the interim, until the corporation 
can be established and ongoing, it is essential 
that these vital back-up centers be fully 
funded in accordance with Congressional 
intent. 

We recognize that the future of legal serv
ices support centers under a new corporation 
is an issue in dispute and we will welcome a 
review of that question in the context of con
sidering legislation to establish a new corpo
ration. However to perlllit these centers to go 
out of existence in the meantime would serve 
only to undermine the objective evaluation 
that is necessary, cause a diminution in cur
rent effective legal services for the poor and 
constitute a demoralizing and cost-ineffec
tive break in continuity, should it later be 
determined that such centers are to be a. part 
of the program under a. new legal services 
corporation. 

Even if legislation to establish a national 
legal services corporation is promptly en
acted-as we hope it wlll be-it is doubtful 
that it could be fully ongoing before Jan
uary 1, 1974. Accordingly we urge that you 
take appropriate affirmative action on pend
ing applications under their terms for con
tinuation, and in any event at least through 
December 31, 1973 or until a new corporation 
is ongoing. 

Sincerely~ 
JACOB K. JAVITS, RICHARD s. ScHWEIKER, 

EDWARD W. BROOKE, ALAN CRANSTON, 
THOMAS F. EAGLETON, HAROLD E. 
HUGHES, HAmusoN A. Wn.LIAMS, Jr., 
CLAIBORNE PELL, WALTER F. MONDALE, 
EDWARD M. KENNEDY, and WILLIAM D. 
HATHAWAY. 

OFFICE OF ECONOMIC OPPORTUNITY, 
Washington, D.C., June 29, 1973. 

Hon. JACOB JAvrrs, 
U.S. Senate, 
Washington, D_C. 

DEAR SENATOR JAVITS: This responds to 
your letter of June 28 regarding funding of 
legal services back-up centers. 

Prior to receipt of your letter, I had, as an 
administrative matter already lifted the 
month-by-month funding arrangement for 
these centers. In lieu of the month-by
month. I directed funding be made in each 
case for a. six month period. I think that ac
tion, 1n effect. substantially meets the con
cern of your letter. 

Sincerely, 
.ALVIN J. ARNETT, 

Acting Director. 

We the undersigned lawyers and can
didates for admission to the Bar support the 
following resolution passed by the House of 
Delegates of the American Bar Association on 
February 16, 1973, and urge that no legal 
services programs be disbanded or disrupted 
pending appropriate legislation setting up 
a national independent legal services cor
poration: 

Whereas: There is a continuing need for 
legal services for the poor. 

Whereas: There are federally funded Legal 
Services Programs to meet this need in each 
of the states. 

Whereas= These programs are facing an 
expanding demand for legal services and in
creased operating expenses. 

Whereas: The funding for these programs 
has not increased since 1970 in spite of the 
increase in demand and operating expenses. 

Whereas: This Association continues to 
support the need for adequate programs to 
provide this representation. 

Now, therefore, it is resolved: 
1. The United States government should 

increase the level of funding of Legal Serv
ices programs to enable them to provide ade
quate legal services to eligible clients and to 
prevent a. serious deterioration of the quality 
and quantity of service because of increased 
expense and mounting caseloads. 

2. Government at all levels and lawyers 
from both the public and private sectors 
should take every step necessary to insure 
that legal services lawyers remain independ
ent from political pressures in the cause of 
representing clients. 

3. The Congress of the United States 
should enact a legal services corporation of 
a design consistent with the foregoing prin
ciples and the need to maintain full and 
adequate legal services for the poor. 

THE PEACE MOVEMENT AND THE 
MIDDLE EAST 

Mr. HATFIELD. Mr. President, with 
the decline of our active military involve
ment in Southeast Asia the peace move
ment has been searching for ways in 
which to refocus its energies. One of the 
most needed areas of attention from both 
the perspectives of our national interest 
and the hopes for --·orld peace is the 
dilemma faced in the Middle East. 

In an attempt to focus on possible ap
proaches the peace movement might take 
in this regard Mr. Robert Vogel, a Quake1· 
member of the American Friends Serv
ice Committee, and Secretary of the 
Southern California Clergy and Laity 
Concerned, wrote a most perceptive arti
cle for the May 21, 1973, editior.. of the 
American Report which I ask unanimous 
consent to have printed in the RECORD. 

There being ::10 objection, the article 
was ordered to be printed in the REcoRD, 
as follows: 

MmoLE EAST: STRUGGLE FOR PEACE 
(By Robert S. Vogel) 

Now 1s the time for the U.S. peace move
ment to take up the challenge of peace in 
the Middle East. T' is article addresses the 
very complex problem of a resolution to this 
conflict and examines the possible role of the 
American peace movement. 

Ever since its birth 25 years ago, the state 
of Israel has not been officially recognized 
by the Arab states or the Palestinian orga
nizations. Unofficially some Arab Govern
ment leaders and many Palestinians recog
nize the fact that Israel exists and must be 
accepted. Israel now occupies and adminis
ters all the lands won during the 1967 Six 
Day War; the Sinai, Ga.za., the West Bank, 
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and the Golan Heights. It has incorporated 
East Jerusalem into Israel proper. There is 
no peace because no formula has yet been 
devised which will satisfy the national ob
jectives of all the parties. Thus an armed 
truce continues with the constant danger 
that further armed conflict may break out at 
anytime. 

For many the Arab-Israeli conflict has be
come wearisome and frustrating. The litera
ture is replete with justifying arguments and 
one-sided histories. Each party insists it is 
for peace, but then spells out conditions that 
are totally unacceptable to the other. 
Coupled with this is the lack of critical self
analysis or proposed actions which might 
create a climate for mutual accommodation. 
Although social critics do exist on both sides, 
they wield little political influence. 

TERRITORY AND NATIONALISM 

Much of the conflict centers around geog
raphy. Officially the Israeli Government, con
cerned primarily with survival and accept
ance by the Arab states, takes the position 
that all territories are negotiable, but border 
settlements must be negotiated with the Gov
ernments involved. At the same time, lead
ing Israeli officials have announced that Israel 
will not give up the Golan Heights or East 
Jerusalem; will oppose the creation of an in
dependent Palestinian state or entity on the 
West Bank; wants to make the Jordan River 
its military, if not its political frontier; may 
be willing to share the Sinai with Egypt; 
and insists that the Gaza strip never become 
part of any foreign country again. Further, 
these officials, reflecting what polls reveal 
as the majority political opinion in Israel 
today, have said that Israel insists on direct 
negotiations, wants no international guaran
tees, and is prepared to negotiate with Gov
ernments directly involved on the payment 
of compensation for the refugees. 

No Arab Government will long endure if 
it accepts a humiliating peace. Loss of terri-:
tory is not as intrinsically important· as it is 
an index of humiliation. King Hussein of 
Jordan insists on the return of the West Bank 
and East Jerusalem. The Egyptian Govern
ment insists on the return of the Sinai. 
Egypt announced early in 1971 that it would 
sign a peace agreement based on full imple
mentation of U.N. Security Resolution 242, 
which it interpreted to mean total with
drawal of Israel's armed forces from the Sinai 
and Gaza, demilitarized zones astride borders, 
a U.N. peace-keeping force at Sharm el 
Sheikh, and freedom of navigation in the 
Suez Canal and the Straits of Tiran. 

The inab111ty of Palestinian Arab national
ists to form their own independent state and 
the resultant frustration has been a primary 
source of tension and conflict in the Middle 
East. Since the early 1920's Palestinian Arab 
nationalism clashed with Zionist nationalism 
over control of the territory between the 
Mediterranean and the Jordan River. But the 
Palestinians have lost all the territory to their 
foes because they have been weak and di
vided, and because they became dependent on 
arid victims of competi.Iig Arab states which 
sought to gain control ·over this new political 
force. Thus in the September 1970 civil war 
in 'Jordan, the Palestinian guerrillas lost both 
popular support and backing by Arab Gov
ernments and were, at length, driven to find 
sanctuary and support primarily in Syria. 

Although weak, poorly organized, and split 
ideologically, the Palestinian movement ha-s 
the support of most Palestinians and Arabs 
because it is seen as representing the victims 
of injustice. Whether the Palestinians will 
ever achieve autonomy or independent state
hood will depend on both the Arab states and 
Israel. Unless there is a clear recognition of 
the Palestinians and their rights to self-de
termination, the Middle East will remain an 
area. of tension and conflict rather than peace 
and development. 

JUSTICE AGAINST JUSTICE 

Both sides emphasize their distinctive 
claims to the land. Although not all Jews 
would agree, the claim to the land from 
which they were expelled 2,000 years ago is 
based on religious, historical, and political 
arguments. For the religious Jew, Palestine 
is the land promised by God to Abraham 
and his descendents forever. It is the land 
in which Jewish history has had its most 
glorious and formative episodes, and in which 
despite nearly 20 centuries of exile, Jewish 
settlers maintained some foothold, often un
der great hardship. The promise of ultimate 
return has been a source of inspiration and 
encouragement to generations of Jews in 
Diaspora. The Passover prayer, "next year 
in Jerusalem," and the prayer at meals, "and 
rebuild Jerusalem, the holy city, speedily 
and in our day," reflect this yearning. 

The discrimination and brutal treatment 
of Jews over the centuries, essentially by the 
Christian West, culminated in the genocidal 
policies of Hitler. These all gave added im
petus to Zionism, the movement for a Jew
ish homeland and for a Jewish state-a place 
where any Jew would be welcome as a cit
izen. 

The Arab claims to the land are equally 
as powerful though quite different in nature. 
While acknowledging that a great injustice 
has been visited upon the Jews, Arabs ask 
why they should be made to pay the price 
for the brutalities of the West. They point 
out that Arab inhabitants have made their 
homes and tilled their fields in this area since 
the 7th Century A.D. and have remained like 
the Jewish inhabitants a constant element 
in the population. 

Their displacement after many centuries 
lends pathos to the situation. The strongest 
single element in their identity has been the 
sense of belonging to the soil of Palestine. 
Their loss of property through circumstances 
often beyond their control has caused bitter 
resentment, and no Palestinian Arab would 
question for a. moment the justice of his 
claim either to be restored to his original 
home and property or be compensated for 
the loss. 

So while justice clashes with justice, each 
side .wants .the exclusive use of the land 
and denies it to the other except in minority 
status. Efforts to partition the old British 
mandate by the United Nations in 1947 were 
unsuccessful. The Jewish Agency for Pales
tine accepted the portion allotted to it; the 
Arab leaders refused to consider any parti
tion. Today, as a. result of war, Israel has 
under its control the former mandate of 
Palestine, including more than one million 
Palestinians. Undaunted by these set-backs, 
the Palestinian liberation organizations con
tinue to seek a new biterna.tiona.l state of 
Palestine shared by both Israelis and Arabs. 
Since such a state would be predominantly 
Arab, with uncertain status for the present 
inhabitants, this goal is unacceptable to 
most Israeli groups. For it would end the 
state of Israel and deny self-determination 
for the Israelis. Consequently, a political 
stand-off. 

SOLUTIONS AND ACCOMMODATIONS 

While there probably can be no military 
solution to the problem of the Arab-Israeli 
conflict, it is liard to convince the parties 
involved that political and diplomatic ave
nues are viable. The fact reiUa.ins that it 
has been through military methods that the 
present truce lines have been established and 
maintained to date, and that diplomatic 
initiatives through the U.N. and other third 
parties have made only limited progress. The 
chief efforts have been the 1967 U.N. Security 
Council Resolution 242 which seeks an over
all settlement by linking Israeli withdrawal 
from Arab territory with Arab de jure recog
nition of Israel and an end to the state of 
belligerency. 

This resolution which has been subject to 
many interpretations continues to be the 
main hope for some progress toward a settle
ment. For most observers, the resolution, 
with all its inadequacies, is the only basis 
for an Israeli-Egyptian settlement. Such an 
agreement might then create the climate in 
which other Arab States and the Palestinians, 
now weak and divided, could find a psycho
logical and political basis for reconciling 
themselves to Israel's existence. 

It may well be that over-all solutions are 
not possible today. Yet, in the absence of a. 
political settlement, changes do take place. 
About 50,000 Palestinian Arabs are working 
in Israel proper. Military-agricultural settle
ments are being established in these terri
tories. The "open bridges" policy across the 
Jordan river has worked to the mutual ad
vantage of Israel and Jordan; and in the 
summer of 1972 about 150,000 Arabs crossed 
into the West Bank for up to four-month 
visits. Jordanian tour groups can enter and 
leave Israel via the Jordan bridges rather 
than through Cyprus or Greece. Municipal 
elections in the West Bank have given a de
gree of local autonomy to Arab communities. 
East Jerusalemites are now included in Is
rael's old-age pension scheme. And Arab 
mothers and children are granted allowances 
under the national insurance laws. 

In short, some adjustments are taking 
place. Whether they will lead to something 
la-sting and mutually satisfactory remains to 
be seen. But some form of association, how
ever politically organized, is slowly emerg
ing between Israel and tlie occupied or ad
ministered territories. 

Clearly the Israelis and Palestinian Arabs 
are going to have to learn to live together in 
mutual respect and absence of exploitation, 
or go through more bloody experiences which 
would be tragic for all concerned. What is 
still denied the more than one million Arabs 
in the territories is independence, political 
representation, and national rights. If these 
problems are not satisfactorily resolved, then 
sooner or later they are likely to emerge to 
haunt those who proclaim peace when there 
is only a. lull in the conflict. 

FUELING THE CONFLICT 

The big powers have been involved in the 
Middle East conflict. Both the U.S. and 
U.S.S.R. have been concerned with stability 
in the area.. While they seek to restrain the 
Governments of both sides from highly 
risky military adventures, they help to fuel 
the conflict by selling or giving arms to their 
clients. The Soviet Union arms Syria and 
Egypt; the U.S. provides sophisticated air
craft for Israel and at the same time supports 
the Governments of Lebanon and Jordan in 
their military repression of the Palestinian 
guerrilla. forces. 

But the primary interests of the big pow
ers in the Middle East is economic. It is one 
of the ironies of history that the Arab states 
sit on approximately 70 percent of the world's 
known oil reserves. Western Europe, Japan, 
and, increasingly, the United States are de
pendent on this source of power, so critical 
to their development. The oil rich Arab 
states, sensing the value of their natural re
sources, are already increasing the price of 
crude oil. Whether in addition, they will 
make demands for political concessions is 
speculative, but certainly within the range 
of the possible. 

Why has the U.S . peace movement not ad
dressed itself to the Middle East conflict? 
Two reasons suggest themselves: 1) involve
ment with Indochina and other more imme
diate concerns; 2) fear of the reaction of its 
Jewish and Arab constituents. The often 
emotional reactions of some segments of 
these communities have been a deterrent to 
sober, objective inquiry. 

Rabbi Maurice Eisendrath, President of the 
Union of American Hebrew Congregations 
(U.A.H.C.), writing in U.A.H.C.'s Dime71-sion,s 
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in the Fall of 1970, took note of this problem, 
and criticized the Jewish establishment of 
America for suppressing any "protest against 
a single scint111a of official Israeli foreign 
policy." He noted the "incredible freedom 
of expression that is manifest in Israel to
day," quoted extensively the criticism of 
Israeli policies by loyal Israeli citizens and 
members of the Knesset, and made a strong 
plea for an independent voice of American 
Jewry. 

What then is the role for the U .8. peace 
movement? (Those organizations which work 
for a world of peace and justice through 
nonviolent methods.) 

First of all, the peace movement must 
recognize its own limitations. It is not a 
go; ernment and its movement is n~t united. 
rt is addressing itself to social conflict where 
t he parties are governments and organiza
tions which represent powerful political and 
economic interests. 

Second, It must take both a pro-Israe~i 
and a pro-Arab stance. It must be concerned 
for the rights and interests oi both peoples. 
This does not mean that it is neutral or de
tached; for It is an exponent of a. policy of 
reconciliation. 

Third, the peace movement must under
stand the nature of the conflict, how it de
veloped, and the claims by all sides for jus
tice. Trying to determine historical justice 
is a blind alley. The debate which has raged 
for more than a quarter of a century, based 
on conflicting claims, can never be fully re
solved to the total satisfaction of the parties. 
However, a clear recognition that the claims 
and feelings of each side are real can be one 
step toward resolution. 

Fourth, the U.S. peace movement should 
give full backing and encouragement to 
those groups within Israel and within Arab 
societies that are seeking non-violent solu
tions. It needs to help publicize in the U.S. 
the diversity of opinion within Israel, the 
debate within the Labor party on the Pales
tinian problem, and the existence of groups 
for social change throughout the region. 

Fifth, the peace movement should not sup
port a policy of supplying arms to any of 
the parties involved. It can, however, sup
port through economic assistance those 
groups which are trying to build hospitals, 
schools, to colleges, and technical training 
institutes to encourage social development. 
It can assist efforts for empowerment of peo
ple 1n nonviolent enterprises. And finally, it 
can create an international fund tq assist 
both Palestinian and Jewish refugees who 
have been victims of the conflict. 

Finally, the peace movement needs to help 
the United States recognize that It has been 
part of the problem as well as, hopefully, part 
of the solution. The United States and 
Western European Governments need to ac
cept the responsiblllty for their own past 
anti-semitism which included both Jews and 
Arabs. Since U.S. policy is important in the 
Middle East, the U.S. peace movement has 
an obligation to study the situation and to 
take a responsible role in doing whatever 
it can to influence the course of that policy. 

CONCLUSION OF MORNING 
BUSINESS 

The PRESIDING OFFICER (Mr. 
HATHAWAY). Is there further morning 
business? If not, morning business :Is 
concluded. 

LEAVE OF ABSENCE 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the dis
tinguished Senator from South Dakota 
<Mr. ABOUREZK) be excused from attend
ance on the Senate durin~ this week and 

next. This week he is officially absent to 
attend the Aeronautics Symposium in 
Moscow, and next week he will be offici
ally absent to attend a meeting of the 
U.N. Committee on Disarmament in 
Geneva. 

The PRESIDING OFFICER. Without 
objection, leave is granted. 

PUBLIC WORKS APPROPRIATIONS, 
1974 

The PRESIDING OFFICER. Under the 
previous order, the Senate will now pro
ceed to the consideration of the unfin
ished business. H.R. 8947, which the clerk 
Will state. 

The legislative clerk read as follows: 
A bill (H.R. 8947) making appropriations 

for public works for water a.nd power de
velopment, including the Corps of Engi
neers--Civil, the Bureau o! Reclamation, the 
Bonneville Power Administration and other 
power agencies of the Department of the In
terior, the Appalachian regional development 
programs, the Federal Power Commission, the 
Tennessee Valley Authority, the Atomic 
Energy Commission, and related independent 
agencies and commissions for the fiscal year 
ending June 30, 1974, and for other purposes. 

The Senate resumed the consideration 
of the bill. 

The PRESIDING OFFICER. Time for 
debate is limited to 2 hours to be equally 
divided and controlled by the majority 
and minority leaders or their designees, 
with one-half hour on any amendment, 
debatable motion or appeal 

Mr. ROBERT C. BYRD. Mr. President, 
on behalf of the majority leader, I yield 
his time to the distinguished manager of 
the bill the Senator from Nevada <Mr. 
BIBLE). 

Mr. BmLE. Mr. President, I yield my
self such tim.e as I may use. 

The PRESIDING OFFICER. The Sen
ator from Nevada may proceed. 

Mr. BIBLE. Mr. President, we have 
under consideration H.R. 8947, a bill 
making appropriations for Public Works 
for water and power development, in
cluding the Atomic Energy Commission, 
the Corps of Engineers--Civil, the Bu
reau of Reclamation, the Bonneville 
Power Administration and other power 
agencies of the Department of the In
terior, the Appalachian regional devel
opment programs. the Federal Power 
Commission, the Tennessee Valley Au
thority, and related independent agen-
cies and commissions for the fiscal year 
ending June 30, 1974, and for other 
purposes. 

Mr. President, the hearings on the 
bill started on February 27 and con
tinued through June 26. The subcommit
tee held 42 sessions for the purpose of 
taking testimony and two executive ses
sions for the purpose of marking up the 
bill. The committee received testimony 
and statements of 1,500 witnesses-actu
ally, about 1,000 witnesses appeared be
fore us--which included representatives 
of various organizations and local com
munities, many Governors and State 
agencies' heads, more than half of the 
Members of the Senate, and a large 
number of Members of the House. 

As Members of the Senate know, our 
esteemed colleague, the distinguished 
Senator from Mississippi, JoHN C. STEN
NIS, is the chairman of the Public Works 

and AEC Appropriations Subcommittee. 
We have missed his guidance, counsel, 
and wisdom. 

I have talked with him by telephone 
on numerous occasions and visited with 
him personally at Walter Reed, regard
ing the progress and preparation of 
this bill, and I believe I can say that he 
supports the actions and recommenda
tions before the Senate. We, of course, 
continue our prayers and best wishes 
for his continued recovery. 

I want to express my appreciation to 
the members of the subcommittee for 
their assistance in the lengthy hearings 
on this bill, particularly the distinguished 
Senator from Oregon <Mr. HATFIELD) the 
ranking minority member of the subcom
mittee, who has been of invaluable help. 
SJ_-ecial mention should be made of the 
work of the distinguished Senator from 
New Mexico <Mr. MoNTOYA} who handled 
practically all of the hearings on the 
Atomic Energy Commission. He also ren
dered valuable assistance throughout the 
hearings and the preparation of the bill. 

Senators McGEE, BELLMON, STEVENS, 
and ScHWEIKER also chaired hearings 
during this long period of time. I believe 
that we have brought a bill to the floor 
of the Senate that will meet with its 
approval. 

Mr President, the committee report 
explains the recommendations of the 
committee and I shall not take the time 
to detail all of the action and changes. 

OVERALL SUMMARY 

The 1973 public works and AEC ap
propriations totaled $5,658,156,000. 

The budget estimates submitted in the 
President's 1974 budget totaled $4,757,-
469,000, which is more than $900 million 
less than last year's appropriation. 

The bill as reported to the Senate pro
vides $4,797,902,000 in new obligational 
authority; which is $40,433,000 above the 
budget estimate and $121,507,000 over the 
bill as passed by the House, and $860,-
254,000 less than last year's appropria
tion. Let me quickly point out, however, 
that there is included in the reported 
bill an authorization and appropriation 
in the amount of $25 million for interim 
financing of Indian roads and bridges 
which should be considered as a part and 
separate inasmuch as it would not nor
mally be included as an appropriation in 
this bill. I shall explain the reasons for 
its inclusion later and will propose fur
ther action on this matter in a few min
utes-the effect of which will be reducing 
the bill by withdrawing the $25 million 
amendment which we added in commit
tee. 

Not including this $25 million interim 
financing authority, the reported bill 
for Public Works and AEC items is $15.4 
million over the budget and $96.5 million 
above the House bill. 

Mr. President, this bill deals primarily 
with water resource and power develop
ment. In providing funding for these 
prorgams, we assure needed electric 
power, a more adequate water supply, 
flood control, additional and improved 
waterways for navigation, recreation, 
and other essen:,ial services for our ex
panding population. 

This bill also strengthens the defense 
of our Nation by providing for research 
and development by the Atomic Energy 
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Commission-for · military and military 
related missioils-and for development of 
nuclear energy for peacetime purposes. 

The bill has five titles, consisting of
title I, the At-omic Energy Commission; 
title II, the Corps of Engineers-Civil 
Works; title ill, 4-he Bureau of Reclama
tion, and Power agencies, Department of 
the Interior; title IV, related independ
ent agencies-power and water resource 
commissions; and title V, general provi-
sions. · 

TITLE I-ATOMIC ENERGY COMMISSION 

· For the Atomic Energy C-ommission the 
committee recommends an appropriation 
of $2,348,338;000, which is a reduction of 
$81 million below the budget request, and 
$45,950,000 above the House bill. Most of 
the reduction under the budget results 
from the reductions in the authorization. 

The recommended appropriation of 
$1,722,563,000 for operating expenses and 
$625,775,000 for construction arid equip
ment provides more funds to nonmilitary 
than to military activities. 

The committee recommends increases 
in several programs above the House 
amounts to promote the use of nuclear 
power for peaceful purposes. Many pro
grams of the AEC, which are not well 
known to the public, are contributing im
measurably to our health and to improv
ing our environment. 

TITLE n-cORPS OF ENGINEERs-ciVIL 

The water resources program of the 
Corps of Engineers deals primarily with 
improvements for navigation, flood con
trol, water supply, power, and recreation. 

For the Corps of Engineers, the com
~ttee recommends $1,536,971,000, which 
is a decrease of $413 million from la~t 
year's appropriations. 

Within the total amount for the corps 
$57,356,000 is provided for general in~ 
vestigations, an increase of $4,456,000 
above the budget and $3,417,000 over the 
House. 
~s in the past, the committee prefers 

not to make specific allocations of its in
creases to individual investigations. It de
sires, however, to call to the attention of 
the Corps of Engineers the testimony 
concerning the need for initiating un
budgeted surveys and increases in budg-
eted studies. · 

For construction, general, which also 
includes . preconstruction pl~nniilg, the 
bill proVIdes $874,407,000, which is $15,-
890,000 over the budget and $9,838,000 
above the House. The report carries the 
specific allocations to the projects. I be
lieve ·a copy of this report is on the desk 
of each Senator. 

For flood control, Mississippi River and 
tributaries, the committee has recom
mended $150 million, which is $40 mil
lion more than the budget, and $11 mil
lion more than ·the House. The increase 
is needed to advance the project and fill 
the gaps which are so evident as a result 
of this past spring's disastrous floods. 
The importance of this project can be 
realized- when one considers that the 
drainage from almost half of the area of 
the continental -United States funnels 
through the Mississippi River and its 
tributaries. It is estimated by the corps 
that the flood control works in place 
prevented $5.8 billion in damages this 

'spring, and that cumulative damages 
prevented to date amount to $14.6 bil
lion. Th~ detailed allocations are listed 
in the committee report. 

For operation and maintenance, · the 
recommendation provides $414,625,000, 
which is $1,625,000 more than the budget 
estimate, to operate and maintain all 
of the completed projects. 

For the flood control and coastal emer
gencies appropriation, $7 million is pro
vided, the same as the budget and the 
Hou·se. This appropriation is required to 
finance flood emergency preparation, 
fiood fighting and rescue operations, and 
repair of flood control and Federal hurri
cane protection works. In 1973, $136 mil
lion was appropriated, of which a large 
port.ion was a~sociated with the Hurri
cane Agnes disaster. The committee has 
received testimony relative to the serious 
problems created as a result of the Mis
sissippi River floods. Funds to repair and 
restore those damaged flood control 
works are derived from this appropria
tion. While some fiscal year 1973 funds 
from this account were used to prepare 
and fight th~ Mississippi River floods, 
funds to repair and restore the works in 
place have not been provided. In many 
places, the water has just recently re
ceded enough to enable the corps to de
termine the extent of the damages. 1 
shall return to this serious matter after 
completing the summary of the report 
bill. 

For general expenses, the committee 
has approved the budget request of $32,· 
883,000, the same as the House allowance 
TITLE m-DEPARTMENT OF THE INTERIOR: 

BUREAU OF RECLAMATION 

For the Bureau of Reclamation, the 
committee is recommending $371 960 000 
which, as I view it, is far too little. It ~ 
$95,857,000 below last year's appropria
tion, and it is such a lesser figure because 
of fiscal restraint. This amount provides 
$37,117,000 more than the budget esti
mate and $15,602,000 over the House. 

I should point out that the budget for 
the Bw·eau was cut by OMB about as 
deep as · any. While the recommended 
amount is still substantially below the 
1973 appropri;:ttions, the· committee has 
provided increases in the general investi
gations, construction, and rehabilitation, 
and one or two other appropriation ac
counts of the Bureau. The report lists all 
of the activities and projects with the 
committee recommendation. · 

The committee has also funded the 
several power agencies of the Depart
merit of the Interior-the Alaska Power 
Administration, the Bonneville Power 
Administration, the Southeastern and 
Southwestern Power Administrations, 
and the Underground electric power 
transmission research program. 

TITLE IV-INDEPENDENT AGENCIES AND 
COMMISSIONS 

In addition to AEC, the Corps, and the 
Bureau of Reclamation and power agen
cies, funds are recommended for the 
independent agencies and various water 
commissions, such as the Appalachian 
regional development programs, the Fed
eral Power Commission, the Tennessee 
Valley Authority, and the Water Re
sources Council-$352,151,000 in ·new 
budget obligational authority is recom-

mended for these agencies, including 
$270 million for the Appalachian pro
grams, $27 million for the Federal Power 
Commission and $45,676,000 for TV A. 
There are no changes from the House 
allowances for these agencies and com
missions. The report shows the recom
mendation for each and the total amount 
is less than the 1973 appropriation and 
the budget estimates. 

TITLE V-GENERAL PROVISIONS 

The committee has added a new sec
tion 502 under "title V-general provi
sions" in the bill which provides for an 
extension of the availability of appropri
ations provided in the Second Supple
mental Appropriations Act, 1973. 
· Section 301 of the Second Supple

mental Appropriations Act, 1973 <Public 
L~w 93-50) reads ~s follows: 

No pari of any appropriation contained in 
this act shall remain available for obligation 
beyond the current fiscal year unless ex
pressly so provided herein. 

Since the suppiemental was not en
acted until the first day after the "cur
rent fiscal year," agencies were tech
nically barred from obligating some of 
the funds appropriated under accounts 
no longer available for obligation after 
June 30, 1973. The language in section 
502 of this bill confirms the intent of 
Congress to allow the obligation of all 
funds appropriated in the supplemental 
including those which technically be~ 
caiD:e unavailable after June 30, 1973. 
F~r this purpose, obligations will be per
~tted for 20 days ~ollowing the enact
men~ of this bill. Appropriations made 
available for longer _periods will be un-:
affected by this section. 

It is the committee's intention that 
obligations made within the 20-day 
period allowed by section 502 shall be 
considered for purposes of the 1974 Con
tinuing Resolution <Public. Law .93-52), 
part of the "current rate." . 

Mr. President, in conclusion, the com
mittee feels that this is a good bill. We 
believe that we have a bill which is 
fiscally prudent, restrained, and respon
sible. It is an important bill; is in the 
n:=ttional and public interest; and pro
VIdes for progress in our country. 

I ask unanimous consent to have 
printed in the REcORD a table which 
shows the present value to the Nation of 
completed projects for water supply, 
power development, flood control, navi
gation, reclamation, and recreation. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 

PROJECT BENEFITS-COMPLETED PROJECTS 

The present value to the Nation of com
pleted projects for water supply, power de
velopment, flood control, navigation, recla
mation, and recreation is evident from the 
following table: 

PROJECT BENEFITS 

Annual water supply benefits 
Gallons of water furnished, 11,000 billion. 
Number of people served, 20 mtillon. 

Annuai power benefits 
Installed generating capacity (kilowatts) 

42.5 million. 

li 
Net geiierati<?Ii _(~l~'w_att hours) 215·.2 b~-

on. · · --
Gross revenues, $1.06 blllion. 
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Flood control benefits to date 
Estimated value o! flood damage pre

vented, $31.71 b1111on. 
Expenditures !or flood control facilities, 

$7.2 b1111on. 
Annual navigation benefits 

Annual traffic tonnage, 1.6 blllion. 
.Reclamation benefits 

Acres irrigated, 9 mlllion. . 
Annual value o! crops produced, $2.1 bil

lion. 
.Recreation benefits 

Annual visitor days, 403 million. 

Mr. BmLE. I particularly call the at
tention of Senators to the value oi this 
table in view of the frequent attacks that 
have been made on the bill in the past 

·in calling this a pork-barrel bill. I think 
such attacks are unfounded. It is no such 
thing, in my judgment. If one analyzes 
the power and flood control projects and 
the recreational benefits which are de
tailed in this very thorough table, he will 
come to a cillferent conclusion. 

Just underscoring one point, :flood con
trol benefits to date, which is used in the 
focus of most attacks, it is estimated that 
the value· of flood damage prevente<i by 
completed projects is $31.7 billion. All 
this was accomplished at a Federal ex
penditure of $7.2 billion. Just in that one 
category alone, projects have repaid the 
cost by about 4.5: 1. This is illustrative 
of the value that should be associated 
with these projects which are in the 
Nation's best interests. 

At this time I am delighted to yield 
the floor. My distinguished colleague, 
the senior Senator from Oregon, as I said 
earlier, has been invaluable in the mark
·mg up of this bill and in conducting 
many of the hearings, and I know he has 
a few remarks he would like to make. 

The PRESIDING OFFICER. The Sen
ator from Oregon is recognized. 

Mr. HATFIELD. Mr. President, I com
mend the distinguished acting chairman 
of the Public Works and Atomic Energy 
Commission Appropriations Subcom
mittee. In Senator STENNIS' absence, 
Senator BIBLE has done a tremendous 
job in bringing this bill to the floor of 
the Senate. The job he has done is even 
more remarkable when you consider 
that he also has the responsibility of 
chairing the Inte1ior Appropriations 
Subcommittee. I am also a member of 
that subcommittee and I can assure 
Senators that Senator BIBLE is doing a 
fine job there as well. 

Mr. President, I want to thank the 
distinguished Senator from Nevada for 
his very kind cooperation throughout 
the hearings and markups of this bill. 

This would be an ap.propriate tune 
also to recognize the important input 
and role played by the staff of the Com
mittee on Appropriations. For many 
years the staff leader of the majority 
party was Ken Bousquet. His long years 
of service there gave him a background 
and comprehension of all the projects 
that are considered and acted upon by 
the Committee on Appropriations. 

It was thought by many that when the 
time came for Ken Bousquers retire-

1 Includes $7.4: billion damages prevented 
during recent Mississippi River :flooding. 

ment his shoes would be hard to fill, but 
I would like to say that Proctor Jones 
has taken over. that responsibility and 
has done a remarkable job not only of 
acquainting himself with present re
quests, but also for having a vast un
derstanding of past projects on which 
present ones are built. I thank him for 
his extraordinary work for this com
mittee. 

This may sound like a plug for the 
needs of the minority party, but I wish 
to say that Jim Bond, who is our minor
ity staff member, has done an ex
traordinary job in keeping me informed 
on the activities of the subcommittee, 
and this is all the more extraordinary 
if one considers that he serves on two 
other subcommittees of the Committee 
on Appropriations; so this kind of broad 
range responsibility gives him not only 
fewer hours in which to work, but he 
does an excellent job with all these sub
committees. 

The fiscal year 1974 appropriation re
quest for Public Works and the Atomic 
Energy Commission as reported by the 
committee is, I believe, a good and sen
sible bill. While we are somewhat over 
the budget, when you consider the num
ber of requests we have had, and the 
nature of this particular bill, I think we 
are within a safe range of the budget. 

The distinguished acting chairman 
has already done an excellent job of ex
plaining the bill. However, there are a 
few items I would like to comment on. 

Under the AEC section of the bill we 
have provided increased funding for 
some very worthwhile programs in ap
plied energy technology and controlled 
thermonuclear research; as well, we have 
.concurred with the House in providing 
funding for geothermal research. Mr. 
President, as I have said in the past, 
these are ·programs that I believe the 
AEC should emphasize. Here we are talk
ing about activities that actually help 
improve the well-being of our people and 
the state of our environment. Here we 
are not talking about bombs, the big 
atomic bombs we build. We are not talk
ing about the business of building big 
powerplants, which are very important 
and I support them, but the programs I 
have mentioned might be able to broaden 
the base of public support and under
standing that I believe the AEC deserves. 

Mr. President, far too often this bill is 
described by some as "pork barrel" or 
"Christmas tree" legislation. These are 
undeserving labels. Funds provided in 
this bill for water and power develop
ment go a long way in providing a better 
quality of life for our people, and in help
ing to advance the general e.conomic de
velopment of our country. 

The demand .of the country for more 
power is obvious. With this blll I believe 
we are taking an integrated approach in 
trying to provide increased power gen
eration, as well as searching for new 
sources of marketable power supplies We 
are attempting to put more power on the 
line as soon as possible, while looking into 
the futw·e by continuing with planning 
and construction of hydroelectric proj
ects. and going ahead with research and 
development of solar, geothermal, and 

nuclear energy. This, together with the 
research provided by funds in the Inte
rior appropriations bill on production 
and utilization of coal resources, incl.Id
ing gasification and liquefaction-and 
research on improved petroleum and nat
ural gas extractions techniques, will pro
vide the integrated approach to the en
ergy problem that I believe is necessary. 

Mr. President, there are three other 
very important programs in the bill that I 
should mention. These are recreation, ir
rigation, and navigation an1 harbor im
provement. An offshoot from many of 
our water and power projects has been 
the development of recreation areas 
around these projects. This has been a 
great benefit for our citizens as is shown 
by the increased visitation each year. In 
many cases the production of fish and 

. wildlife has improved significantly. A 
good example of this is the wetlands that 
were created by various water develop
ments in the Columbia Basin project. 

The committee has also provided funds 
for irrigation purposes. We are able to 
use the vast amounts of water stored in 
reservoirs to irrigate land that might not 
otherwise be productive. The benefit of 
irrigation is all but self-explanatory, and 
with continued development it is hoped 
that this aspect of our water and power 
projects will help to improve the supply 
and price of foodstuffs. 

In the area of navigation and harbor 
improvement we are providing funds to 
insure the free flow of goods in and out 
of our harbors and navigable waterways. 
I personally know of the importance of 
this, having seen the closing of some 
·harbors in Oregon and Washington on 
several occasions. 

Mr. President, we have worked long 
and hard on this bill, and I believe it to 
be a good piece · of legislation. It 1s my 
hope that the Senate will pass the bill 
substantially in the same form that it 
was reported by the committee. 

Again, I want to give my thanks and 
praise to the distinguished acting chair
man of the subcommittee, as well as to 
the distinguished chairman and rank
ing member of the full committee. 

At this time I would like to ask the 
Senator from Nevada one question, so 
that we may have the record clear as to 
some work of the committee that does 
not appear in the actual report. My ques
tion Jtas to do with the Yellowtail
Wyodat transmission line, with which 
the chairman is very familiar. 

Last year we had some committee 
.report language which more or less ad
dressed itself to this continuing proble.m, 
which is nearly resolved. I think it would . 
pe well to place in the REcORD at this 
point some statement as to the futw·e of 
this transmission line. . 
· Mr. BmLE. I am happy to respond tO 
the distinguished Senator from Oregon. 
As he well knows, the problem of build
ing this line has been with us for a 
number of years. It is not a new prob_. 
lem. It is a new problem in a different 
area, but it is a question of private power 
versus public power and the duplication 
of powerlines. 

As the Senator said, language was 
written into the report a year ago. The 
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House concluded not to put any such 
type language in their report or any type 
mandate or prohibition of any kind 
within the bill itself. 

There is provided within this bill some 
$650.000 to initiate the powerline, but 
I was advised. on the very day that we 
went to our marku~ in the full commit
tee, that it appeared that an agreement 
had been reached or was about to be 
reached. It is my judgment that in the 
face of that record and in the fact of lan
guage in the preceding Bureau of Recla
mation bill report of a year ago, fiscal 
1973, there is eonugh pressure upon both 
the private sector and the public sector 
to resolve this problem. So it was for that 
reason that we put no language in at 
all. There is. as I say. $650,000 in the bill 
for the purpose of constructing this Bu
reau of Reclamation transmission line. 

I am sure that if those who are sitting 
around the negotiating table continue to 
negotiate and reduce their agreement to 
writing, certainly the Bureau of Recla
mation is not going to spend that amount 
of money. I think the record is good in 
that respect. I think there is sufficient 
pressure to bring them around to signing 
on the dotted line. 

Mr. HATFIELD. I thank the Senator 
for his comments, because they reilect my 
opinion exactly. I think the taxpayer:s 
need not spend money to duplicate power 
transmission lines where an agreement 
should be reached, and where we have 
proved that they can be reached in the 
Pacific Northwest, as the Senator knows. 
And any way we can keep pressure on 
them to get to an agreement is in the 
interest of the taxpayers and the opera
tion of the3e facilities. 

Mr: BIDLE. That is why we have done 
-exactly that. If we can do that, we will 
have a final signing of the agreement. 
It is just a matter of a short time in 
the future until the agreement is com
pleted. It is not completed as of today. I 
do not want to mislead anybody. But 
there is every prospect that there will 
be an .agreement. 

Mr. HATFIELD. Certainly it is our ex
pectation. as we received the information 
in .the committee. 

Mr. BIDLE. That is my information, as 
welL 

Mr. President, I yield to the Senator 
from North Dakota. 

Mr. YOUNG. I thank the Senator. 
Mr. President, I want to commend the 

distinguished acting chairman of the 
Subcommitte on Public Works of the 
Committee on Appropriations <Mr. 
BIBLE) -and the distinguished Senator 
from Oregon {Mr. HATFIELD) for their 
work in bringing out a very fair and rea
sonable bill. 

My friend from Nevada has been work
ing for many years for irrigation proj
ects. He is one of the strongest propo
nents for these projects I have ever 
known 1n the Senate. If it were not for 
these irrigation projects, we would have 
a much more serious food problem tod.S.:v 
than we have now. It never would have 
been · possible to bring about what I call 
this great· empire in the western half of 
the Unlted States if it had not been for 
irtig·atton. · 

This bill also contains much needed 
money for navigation. The late Senator 
Allen Ellender, who headed this com
mittee for many years, was a great pro
ponent of navigation. If it were not for 
him, our · transportation problem would 
be much more serious than it is today. 
Through his efforts, we now have a far 
better navigation system in all our riv
ers than would otherwise have been pos
sible. 

He also was responsible for the im
provement -of harbors over the United 
States. It was not popular to fight as he 
did for those projects. 

I just want to give credit for these 
worthwhile accomplishments in the pub
lic works appropriation bills, not only 
in this bill but in previous bllls. 

Mr. BIDLE. I thank the Senator from 
North Dakota. 

I yield now to the Senator from North 
Dakota <Mr. BURDICK). 

Mr. BURDICK. Mr. President, now 
that the Senate is about to vote on the 
pubiic works appropriations bin, I would 
like to express my thanks to Senator 
BIBLE, Senator HATFIELD, and all the 
members of the Appropriations Commit
tee for their diligent work. Contained in 
the bill was $17.78 million which will con
tinue construction of the project which 
will deliver more benefits to North Da
kota than any other Federal endeavor
Garrison Diversion. It is calculated that 
the irrigation of 250,000 acres of North 
Dakota cropland will yield a total benefit 
of $107 million annually to the people 
of the state. Further, it will bring much 
needed municipal and industrial water 
to many of our cities and communities. 
m a rural area such as North Dakota, 
this is a significant impact. Mr. Presi
dent, the project has had extensive plan
ning and the people of my State are 
anxious for its completion. Favorable ac
tion today will allow the construction to 
continue toward that end. Again, in be
half of North Dakota, I thank the com
mittee and the Senate, and urge ap
proval of this bill. 

Mr. BIDLE. I appreciate the senti
ments of the Senator from North Dakota. 

Mr. President, I am going to yield next 
to the Senator from Washington. But 
before I do, I ask unanimous consent 
that the committee amendments except 
the committee amendment beginning at 
the top of page 22, section 305, be agreed 
to en bloc and that the bill as thus 
amended be regarded for the purpose of 
amendment as original text, provided 
that no point of order shall have been 
considered to have been waived if the 
request is agreed to. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendments agreed to -en bloc are 
as follows: 

On page 1, line 4, after the word "ap
propriated," insert .. and shall be made 
available for expenditure except as spe
cifically provided by law:·. 

On page 2, line 22, after the word 
"vehicles••. strike out . "$1.u81,263,000'' 
and insert "$1,722,563,000". 

On page 3. line 24, . after .the word 
"'aircraft" strike out "$621.125~000" and 
insert "$625,175,{)QO". 

On page 4, at ·the peg~~ing of line 24, 

strike out u$53,"939,000" and insert "$57,-
356,000'; and, on page 5, line 1, after the 
word "That", strike out "$1.000,000" arid 
insert "$1,175,000". 

On page 5, line 17, after the word "con
struction". strike out ".$864,569,000" and 
insert "$874,407,000". 

On page 6, line 11, after "<33 U.S.C. 
702a, 702-1) ", strike out "$139,000,000" 
and insert "$150,000,000". · 

On page '1, Une 7, after the word "navi
gation", strike ont "$403,625,000" and 
insert "$414,625,000". 

On page 8, line 1 after the word '"'ex
pended'"'; strike out .. $1,1)00,000,. and in
sert "$'700,000". 

On page 10, llile 7, after the word "ex
pended", strike out "$15,880.000'' ahd in
ser t "$17,350,000". 

On page l'O. line 22. after the word "ex
pended .... strike out ••$t84,360,000 .. and 
insert ••$196.065,000''. 

On page 11, at the beginning of line 
22, strike out '"$24,526,000" and insert 
.. $26,903,000 .. ; and, in the same line, after 
the word "which .. , strike out ••$23,926;
()00" and insert •"$26,303,000". 

On page 13, line 15, after the word 
'"program .. , strike out '"$18;372,000" and 
insert "$18,422,000". . 

On page 14, line ~. after the word 
••tund,, insert a colon and «pro'Dided, 
That the Post Falls Irrigation District, 
Rathdrum Prairle Project Idaho, be eli:
gible for use of emergency fUnds herem 
appro,Priated under tb,e Act of June 26, 
1948 (62 Stat. 1052). with repayment" to 
be accomplished tinder conditions satis
factory to the Secretary of the Interior}' 

At the top of page 26. insert a new sec~ 
tion, as follows: · 

SEc. 502. Notwithstanding the provisions 
of section 301 of the Second Supplemental 
Appropriations Act, 1973 (Publ~c Law 93~50), 
appropriations contained 1n that Act shall 
remain available for obligation for a period 
of 20 da-ys following the enactment of tliiS 
Act into la.w. · 

Mr. BIDLE. Mr. President: I now yield 
myself such time as I may require, inaS.. 
much as the pending matter is the com
nlittee amendinent appearing at the top 
of page 22. section 305. 

At the time of the full committee 
meeting to markup and report this bill 
last Thursday, July 19, a serious problem 
was brought to the attention of the com
mittee, resulting in the pending commit
tee amendment. The committee recom
mended including this provision to 
provide $25 million in new contraet au~ 
thority for road construction programs 
of the Bureau of Indian Affairs. This 
amount represents one-third of the 
budget estimate. in new obligational au
thority f~r the Bureau in fiscal year 19'l4. 
Normally. the authority would be pro
vided in the Federal-Aid Highway Act. 
However. at the time of committee .ac
tion. it was believed that the highway 
legislation. which .was involved in con
ference committee. would not be com
pleted before the August recess. Subse
quently. after reporting this bill. the . 
highway legislation · conference commit
tee agre'ed to file a . conference .report last 
~riday. th~by .-obviating the .treed for 
the authority recommended in this bm .. 
If the conference committee ·had· not 
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agreed, and without the interim author
ity recommended in this bill, the Interior 
Department reports that the road con
struction program for Indian reserva
tions would terminate by July 31, 1973, 
creating unacceptably high Indian un
employment in areas of limited economic 
resources. 

I am pleased that the highway legisla
tion conference report is forthcoming. 
Accordingly, I am authorized by the 
committee-the committee members I 
have talked to-to withdraw the com
mittee amendment at this time. 

The PRESIDING OFFICER. The com
mittee amendment is withdrawn. 

Mr. BIDLE. ·Mr. President, I want to 
join in the compliments paid to Mr. 
Proctor Jones, who replaced Mr. Kenneth 
Bousquet, and who is doing terrific work 
on the committee and deserves all the 
compliments he has received. 

I have always said, in passing these 
bouquets, that I hope they a.re reflected 
in an increase in salary, but that, of 
course, is up to the chairman of the com
mittee. 

Likewise, the same compliments can 
be paid to Dave Gwaltney and Jim Bond. 

I particularly want to mention Dorothy 
Ward, who has been doing such an out
standing job, a.nd who was formerly the 
strong right arm on the Interior Appro
priation Subcommittee and who is now 
doing great work on the Public Works 
Subcommittee. She has been of invalu
able help to us. I understand that she 
has announced her intention to retire 
and she has our best wishes for health 
and happiness in her well-earned retire-

·ment. 
Now I yield 5 minutes to the Senator 

from Wa-shington (Mr. MAGNUSON). 
Mr. MAGNUSON. I thank the Senator. 
Mr. President, I want to join in the 

compliments that have been paid to the 
sta:ff. No one knows better than the Sen·
ator from Washington what ·a ditncult 
bill this is and what hard work the Sen
ator from Nevada put in on the bill. 
There are literally hundreds of witnesses 
to be heard. Everyone wants his own 
project as a priority item. One has to 
draw a pretty fine line to figure out 
which projects are needed in the country 
and which should be delayed. 

That brings me to the subject I want 
to speak on. The committee saw fit, on 
behalf of the Senator from Oregon, my
self, and other members of the com
mittee, to put in the bill a comparatively 
small amount of money to keep the hy
droelectric projects in the Pacific North
west moving ahead. These projects will 
benefit the entire area served by the 
Bonneville Power Administration. 

This seems to me to be a very wise 
program. No one wlll disagree with the 
fact that we have an energy crisis in 
this country today. We have hydroelec
tric projects that are well underway and 
some others that are 10, 15, or 20 percent 
underway. They are all there, just wait
ing for us to complete them. I have 
spoken about the energy crisis. The Sen
ator from Oregon has spoken about it, 
and I suppose that almost everyone else 
on the committee has mentioned it, and 
most Members of the Senate have also. 

It seems penny wise and pound foolish 

not to complete the . projects,... because 
they are already constructed. They may 
well produce the lowest cost hydroelec
tric power in the United States. We need 
the power. And we are talking about mil
lions of kilowatts of power that can help 
to reduce the existing energy crisis in the 
Nation. 

I am pleased that the committee saw 
fit to put in the bill $450,000 for Little 
Goose, $450,000 for Lower Granite, and 
$330,000 for Lower Monumental fan 
units 4, 5, and 6 at each of these re
spective dams. 

The committee recommends further 
that we expedite the work and get those 
generators on the line as soon as pos
sible. The Senator from Oregon and I 
have talked about this problem for a long 
time. We need to develop potential of the 
Bonneville system. - . 

There is no sense to let it sit there 
when we have an energy crisis. 

I hope that we can ·sustain . each of 
these amendments in the conference 
committee, because it makes good sense 
to keep these projects on schedule. It 
means a great deal of difference to the 
energy crisis in the United States. If it 
will relieve the energy problem in the 
Pacific Northwest, it means that we can 
use some petroleum resources in other 
areas of the country. 

I think that we are on sound ground. 
The Senator from Nevada and other 
members of the committee have agreed 
with us, including the Senator from 
North Dakota and others. We deeply ap
preciate this. 

We think that it is a wise move to 
make. 

Mr. President, this is not as if we were 
starting something new. These projects 
are waiting for funding to produce ad
ditional kilowatts of low-cost hydro
electric power. 

The Senator from North Dakota re
minds me that there is no pollution in
volved in the hydroelectric project. It 
furnishes clean, low-cost power. We 
ought to take advantage of such poten
tial to help take care of the energy short
age. 

Mr. HATFIELD. Mr. President, if the 
Senator would yield, I think that the 
Senator will agree that for all practical 
purposes, we are not starting to get new 
sites, such as building new dams in the 
Columbia or Snake River areas. There
fore, it seems all the more important to 
us at the present time and in the future. 

Mr. MAGNUSON. Mr. President, every . 
year we wait, if we do not keep them on 
schedule, the best information I have 
from the Corp of Engineers is that the 
costs increase from 10 to 12 percent. 

The administration and the Otnce of 
Management and Budget for a long time 
have sought to.pour cold water on efforts 
togo ahead. 

I would hope that we can sustain these 
amendments in conference. 

Mr. President, the committee has pre
viously recommended $1,055,000 for the 
second Bacon Tunnel and siphon. We 
have provided this funding in a prior 
year. However, the admiillstration has 
seen fit to impound the · money. This 
means the key to opening up another 
feasible and wise project, the develop-

ment of the second half of the Columbia 
Basin project, is delayed. 

The committee saw fit to add language 
urging the Nixon administration to re
lease entire $1,055,000 in order to get 
this project started. 

The House has consistently suggested, 
and sometimes in almost the strongest 
language I have ever seen in a conference 
committee report, that the impounded 
money be freed. 

The Senator from Oregon and I have 
been talking about projects that will pay 
back funds to the Treasury. It is a loan. 
We pay it back with 3-percent interest. 
We are right up to date with our pay
ments. And with the energy crisis, I do 
not see how any reasonable person could 
deny the committee action on these 
projects. 

Mr. President, I thank the Senator 
from Nevada for his outstanding support 
as acting chairman of the Public Works 
Appropriation Subcommittee. He has · · 
provided great leadership in this im
portant field. 

Mr. BIDLE. Mr. President, I certainly 
appreciate the statement of the Senator 
from Washington. His sentiments are 
sentiments with which I fully concur 
and agree. 

I am particularly happy that the Sena
tor from Washington and the Senator 
from Oregon are working together on 
this. We will do our level best to prevail. 

Mr. President, I yield myself 5 min
utes on the bill. 

On June 25, 1973, the House Commit
tee on Appropriations reported this ap
propriation bill, which was considered 
and pa-ssed by the House on June 28, 1973~ 
On June 25, 1973, the same day the 
House committee reported the bill, th,e 
Senate subcommittee received testimony 
from Maj. Gen. Charles C. Noble, presi
dent of the Mississippi River Commission 
and Division Engineer, Lower Mississippi 
Valley Division, who was requested to 
brief the subcommittee on the disastrous 
Mississippi River floods which began in 
the St. Louis area in mid-March. At this 
hearing, and in response tc my questions, 
it was learned that the corps had serious 
problems confronting it as far as repair
ing and restoring battered and damaged 
:flood control works. Furthermore, the 
requirements are such that funds should 
be available now to repair and restore 
the damages. General Noble, in response 
to my question, stated that most of the 
critical work, or as much as could possibly 
be done, should be accomplished by De
cember 1, when the high water season 
normally begins again, in order to be pre
pared for any eventuaiity. Water is still 
standing in many places and I under
stand that it is receding rather slowly in 
those areas. 
. The corps testified that approximately 
$105 million is needed to repair and re
store the damaged levees, flood control 
structures, and other in-place works. 

We have learned that a request for a 
budget amendment, to the original $7 
million budget estimate transmitted to 
the Congress in January for the flood 
control and coastal emerF.encies appro
priation, was prepared and submitted to 
the Secretary of the Army, who, in turn, 
submitted the amended request to OMB, 

. 

-
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where it apparently rests in the bosom of 
bureaucratic entanglement. I have had 
many discussions with co:nm.ittee mem
bers and colleagues i.l.S to t.he best proce
dure to follow in this situation. This is a 
matter that must be met at some point. 
The eorps has testified that it is needed 
uow; OMB is probably sitting on the re
quest, knowing that the Congress would. 
undoubtedly approve the additional 
needed funds; and then we can be ac
cused of being "'budg~tb'!.Wters." 

Mr. President, under the Public Law 
99, the emergency fund account, the 
Corps of Engineers ean draw from any 
funds avaih1b1e to it to perform emer
gency work. Accordingly the corps can 
draw from any of the 1974 appropria
tions made available to perform the nec
essary repair and restoration work in 
the areas affected by the Mississippi 
River floods, and it is the intention of 
the committee that the corps accomplish 
this work as soon as possible from funds 
available. Since a budget amendment is 
in preparation and the committee would 
have more detail~d and firmer informa
tion as to the requirements from the 
executive branch, we anticipate provid
ing the necessary funds to replenish the 
flood control and coastal emergeney fun11 
in the first supplemental bill that comes 
before us. And I believe that it will be 
within the next few months, and in any 
event cert11inly prior to sine die adjourn
ment. In the meantime, as I say, the 
corps may use any available funds to 
perform the required work. 

Mr. President, I urge and press the 
OMB on this as strongly as I can. And 
I am joined in that effort by the distin
guished senior Senator from Arkansas 
<Mr. McCLELLAN) and the distinguished 
ranking minority member of the sub
committee, the senior Senator from 
North Dakota (Mr. YOUNG), the dis
tinguished ranking minority member 
of the subcommittee, the Senator from 
Oregon <Mr. HATFIELD) and other mem
bers of the committee. 

So I would hope that we would receive 
a supplemental budget request at a very 
early date. 

Mr. President, do we have anyone else 
to be heard? Are there any amendments 
to the biD? 

The PRESIDING OFFICER. The bill 
is open to amendment. 

Mr. BIBLE. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The legislative clerk proceeded to can 
the roll. 

Mr. BffiLE. Mr. President, I ask unani
mous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER <Mr. 
CLARK). Without objection, it is so or-
dered. 

Mr. BffiLE. Mr. President, I ask for 
the yeas and nays on final passage. 

The yeas and nays were ordered. 
Mr. BffiLE. Mr. President, I again 

suggest the absence of a quorum and we 
will hope that the Senator who wants to 
offer his amendment will get here before 
I ask for third reading of the bill. 

The PRESIDING OFFICER. The clerk 
will can the roll. 

The second assistant legislative clerk 
proceeded to call the roll. 

Mr. BIBLE. Mr. President, I ask unani
mous consent that the 'Order for the 
quorum eall be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HATHAWAY. Mr. President, the 
bill before us toda.y contains $800,000 for 
the Dickey Lincoln School hydroelectric 
power project. 

The project as originally auth01ized by 
Congress in 19'65 would be located on the 
St. John River in northeastern Maine. It 
would pro-vide comprehensive develop
ment and -conservation of the St. John 
River Basin. 

Electric power will constitute the ma]or 
benefit from the project, with onsite an
nual power generation of 1.2 billion kilo
watt-hours to provide low cost power for 
Maine ftnd New England. 

Not only would the Dickey project pro
vide a nonpolluting som·ce of power, it 
would provide 1lood control and recrea
tional benefits as well. 

The advent of low cost power and 
flood protection would contribute signif
icantly to the advancement and future 
development of the economic climate of 
the State of Maine. 

The project would be located in an 
area of Arostock County which has been 
classified as an economic development 
area. Numerous employment opportu
nities would arise as a result of the proj
ect construction and the future operation 
and maintenance would result in sub
stantial relief to this economically de
pressed area. 

The most current Corps of Engineers 
estimate of Dickey's cost is about $273 
million. To date $2.~ million has been 
appropriated for preeonstruction plan
ning on the project. 

Despite increased construction costs 
due to in1lation in 1•ecent years, the 
benefit-to-cost ratio of the project is 
still nearly '2 to 1--much higher than 
many other public works projects the 
corps-at the behest '01 Congress-has 
undertaken. 

And of course the costs of Dickey•s 
hydroel~ctrlc power must be lookoo at 
in comparison to the eost of alternative 
power SOUTCes. W~ have a shortage 'Of 
coal and oil, and the prices of these ma
terials is going up. So, too, are the prices 
of fissionable materials for nuclear power 
plants. Moreover, as a nonpolluting, re
newable resource, Dickey Lincoln is far 
less eostly to our environment than are 
the alternatives. 

Both for its feasibility and its con
tribution to the power supplies of the 
Northeast, fnnds for Dickey Lincoln 
should be approved. 

In the past, the principal opposition to 
the project has come from private inves
tor-owned utilities. Their powerful op
position has resulted in the deletion of 
Dickey funds in the House on a number 
of occasions. To diff~ 51)m.e of this op
position, the House Public Works Com
mittee reported out a resolution late in 
1971 authorizing a restudy of the st. 
John River power potential, with a view 
toward eonstrncting a smaller facility 
with power, recreationaL and irrlgational 
benefits eonfined to the state of Maine. 

It is for a study of the st. John River 
Basin oriented toward this smaller, mor~ 
parochial project for which the House 
appropriated $5-0.000. 

This figure represents a compromise 
that would benefit Maine, and for that 
reason it is -commendable. But this com
promise compromises the consumers of 
the Northeast, where -power brownouts 
and blackouts are beooming an annual 
affair. Dickey Lincom•s peaking po :er 
conld help keep the lights on in the 
Northeast. 

I hope the conferees will carefully con
sider the energy crisis and the need for 
Dickey's peaking power. As our energy 
consumption eontinues to rise and our 
energy supplies continue to dwindl~. 
there is a need to utilize the vast hydro
electric power potential of the St. John 
River. 

Mr. MUSKIE. Mr. President, I am 
pleased that the Senate Appropriations 
Committee has included in H.R. 8947 a. 
sum of $800,0DO for the Army Corps of 
Engineers to OOinFlete its planning and 
engineering design for a hydroelectric 
power generating plant on the St. John 
River in northern Maine. 

The Dickey-Lincoln School project, as 
it is known, has been authorized by the 
Congress since 1965. At a time when the 
"energy crisis" is very much a topie of 
public debate, I would like to reiterate to 
my colleagues the anticipated benefits of 
this proj~ct-830 ,QOO megawatts of power 
for New England and New York State 
from a nonpolluting generation source. 

Last week, the Senate completed de
bate on the trans-Alaskan oil pipeline. 
We heard a great deal of talk about the 
environmental hazards associated with 
petroleum as well as the critical need 
for taking prompt action to increase our 
Nation's supplies of oil for fuel. At the 
same time, the Senate recognized that 
one of the major factors causing the in
creased demand for petroleum products 
is the use of fuel oil by electrical power 
generating plants. 

Mr. President, too often, the solutions 
proposed to the "energy crisis'" are seen 
ln terms of "tradeo1fsn between the en
vironment and energy. The Dickey-Lin
coln School project, I would like to em
phasize, involves no such tradeoff and 
would meet the objectives of both those 
concerned with the environment .and 
those concerned with the limits on the 
supply of fossil fuel. The Dickey-Lincoln 
project would provide power without any 
added drain on our supplies of oiL More
over, none of the safety and health haz
.ards associated with nuclear power gen
eration are present. 

If the Congress is truly serious about 
dealing with the energy crisis, then I 
would urge them to consider the Dickey
Lincoln School project as an alternative 
to more fossil fuel and nuclear power 
plants. 

The costs associated with the construe
tion of such alternatives explain, in part, 
the continuing favorable benefit-cost 
ratios assigned to this project. Mr. Pres
ident, at this point I ask unanimous con
sent that a summary of the latest anal
ysis of the Dickey-Lincoln School project 
supplied. to me by the Army Corps o:f 
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Engineers be inserted in the RECORD at 
the conclusion of my remarks. The anal
ysis, prepared by the Army Corps of En
gineers, gives clear justification for the 
project on economic grounds. 

For the past 9 years, my colleagues in 
the Senate have consistently supported 
the project, and I appreciate the support 
for the full $800,000 appropriation which 
they have given it today. 

There being no objection, the sum .. 
mary was ordered to be printed in the 
RECORD, as follows: 
BENEFIT-COST RATIOS FOR DICKEY-LINCOLN SCHOOL 

(PROVIDED BY THE ARMY CORPS OF ENGINEERS, JULY 
1973) 

Recreation ----------------- 1, 250, 000 
Flood controL______________ 59, 000 

Total miscellaneous______ 2, 108, ooo 

Total annual benefits____ 32, 987, 000 
1 Computed at 3%% interest rate. If com

puted at 5%% interest rate the change 
would not be of sufficient magnitude to af
fect B.C. ratio. 

Mr. DOLE. Mr. President, I send an 
a.mendent to the desk. 

The PRESIDING OFFICER. The 
a.mendment will be stated. 

The amendment was read, as follows: 
On page 5, line 17, strike "$874,407,00" and 

insert for lieu thereof "$874,487,000." 

Mr. DOLE. Mr. President, I offer an 
amendment to the 1974 public works ap
propriations bill to provide $80,000 in 

1. 9 planning funds for the Cedar Point Lake 
1. 2 project on the Cottonwood River in 

----------------------------------- }(ansas. 

Interest rate 
(percent) Annual charge Annual benefit B/C ratio 

3M-------------- $17, 305, ooo $32,987, ooo 
5%--------------- 27,525,000 32,987,000 

The Dickey-Lincoln School Lakes hydro
electric power project alone is clearly 
economically feasible having a benefit to 
cost ratio of 1.9 to 1 at a 3% percent interest 
rate. The 3~ percent interest rate has been 
retained in accordance with provisions in
cluded in the Water Resources Council's re
vlsions to the discount rate used for Federal 
water resource projects effective 26 December 
1968. The then prevailing interest rate could 
be retained on any project for which reason
able assurances of local cooperation were re
ceived prior to 31 December 1969. These as
surances were received from the State of 
Maine. However, even at a 5% percent inter
est rate the benefit-cost ratio would be 1.2 
to 1. 

ESTIMATED COSTS DICKEY-LINCOLN SCHOOL lAKES (100-
YEAR PROJECT LIFE) 

Cost in thousands 

Interest rate 

Investments: Dickey-Lincoln School: First cost. _________________ 
Interest during construction ____ 

Subtotal ___ ------ __________ 

Transmission: First cost_ _____________ ______ 
Interest during construction ____ 

Subtotal ___ ----------------

Tota investment_ ___________ 

Annual charges: 
Interest and amortization ______ 
Operation and maintenance ____ 
Major replacements ___________ 
Loss of land taxes ____________ 

Stlbtotal ___________________ 
Transmission ___________ ----- _____ 

Total annua charges ________ 

3~ 
percent 

$348,000 
28,200 

376,200 

117,225 
5, 709 

122,934 

499, 134 

12,747 
1,491 

242 
96 

14,576 
2, 729 

17,305 

5~5 
percent 

$348,000 
46, 115 

394, 115 

117,225 
9,671 

126,896 

521, Oll 

21,779 
1, 491 

187 
96 

23,553 
3,97l 

27,525 

Annual benefits of Dt.ckey-Lincoln School 
Lakes Alone 

Power: 
Capacity: 830,000 KW x 0.95 

X 21.50 ------------------- $16, 953, 000 
Energy: 

372,000,000 KWH X 0.95 X 

0.0116 ------------------ 4, 099, 000 
782,000,000 KWH X 0.929 X 

0.0116 ----------------- 8, 427, 000 
Downstream.: 350,000,000 

372,000,000 KWH x 0.006___ 2, 100, 000 

Total power value ______ _ 30,879,000 
Miscellaneous: 

Area redevelopment 1 _______ _ '119,000 

This money, when added to the $140,-
000 remaining from last year's appro
priation, would enable the planning 
stage for this project to be completed at 
the earliest possible date. 

I point out that the Corps of Engineers 
has estimated that if this dam had been 
in operation during this spring's heavy 
rainfall and runoff, damages in the 
basin would have been virtually elimi
nated, so, instead of $1,680,000 in dam
ages, only some $20,000 would have been 
encountered. 

I believe it is important to mc.ve for
ward as quickly as possible in cases 
where such dear evidence of a project's 
need is present. 

I have no other comment to make, un
less the chairman or the ranking mem
ber of the committee have questions. 

Mr. BmLE. Mr. President, the Senator 
has offered an amendment that would 
provide $80,000 for continued planning 
of Cedar Point Lake. There is $140,000 in 
reserve. The requested amount by 
amendment is for $80,000, which would 
make available a total of $220,000 for 
this project. 

I am not at all convinced that the 
House will take this figure, in view of the 
amount in the reserve account; nor am I 
convinced, even if the House takes it, 
that the Bureau of the Budget will 
spend it. 

However, since the Senator from Kan
sas is a Member of the bodY in power
on the administrative level that is-it 
may be that he can persuade OMB to 
take a different viewpoint than they have 
in the past. I am not going to oppose 
this matter or ask for a rollcall vote. I 
will accept the amendment and take it 
to conference, but I cannot promise what 
will happen to it in conference. 

Mr. DOLE. I appreciate that. 
Mr. President, I yield back the remain

der of my time. 
Mr. BffiLE. I yield back the remain

der of my time. 
The PRESIDING OFFICER. The ques

tion is on agreeing to the amendment of 
the Senator from Kansas. 

The amendment was agreed to. 
The PRESIDING OFFICER. The bill 

1s open to further amendment. If there 
be no further amendment to be proposed, 

the question is on the engrossment of 
the amendments and the third reading of 
the bill. 

The amendments were ordered to be 
engrossed and the bill to be read a third 
time. · 

The bill was read the thh·d time. 
Mr. BffiLE. I ask unanimous consent 

that I may ask for a quorum call without 
it being taken out of my time. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The clerk will call the roll. 
The assistant legislative clerk proceed

ed to call the roll. 
Mr. BillLE. Mr. President, I ask unan

imous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BffiLE. Mr. President, as I under
stand the parliamentary situation, the 
bill has been read the third time. 

The PRESIDING OFFICER. That is 
correct. 

Mr. BIDLE. I yield 5 minutes to the 
Senator from Wisconsin. 

Mr. PROXMIRE. Mr. President, with 
reluctance, I intend to vote against H.R. 
8947, the Public Works appropriation 
bill. I will vote against it reluctantly 
because I want to thank the distin
guished Senator from Nevada, who has 
handled this bill so well, as he always 
does. 

No one goes into more detail and 
thoughtful consideration of all matters 
in a bill than does the distinguished 
Senator from Nevada. He has considered 
projects in my State with great care and 
fairness. 

I commend the committee for bring
ing these appropriations down from the 
fiscal year 1973 level by $860.2 million. 
But the bill still appropriates a whopping 
$4.8 billion, an excessive cost at a time 
when the need for fiscal restraint is so 
great. 

The bill contains a number of envir
onmentally destructive and economical
ly undesirable projects; $13 million is 
appropriated for construction of the 
Teton Dam project in eastern Idaho. 
This 300-foot high dam will drown the 
rugged Teton Canyon and wipe out 17 
miles of the river running through it, 
destroying one of the Nation's most 
spectacular hunting and fishing grounds. 
In order to justify this project the Bu
reau of Reclamation must prove that its 
benefits would exceed the cost of the 
project itself. Not surprisingly, the Bu
reau managed to come up with a benefit
cost ratio of 1.2 to 1. However, by pin
pointing areas of inflated benefits, in
dependent analysis has reduced this 
figure to 0. 73 to 1. The Bureau had based 
its own calculations on an annual inter
est rate of 3.25 per cent--a ridiculously 
low figure. Using a more realistic rate 
such as 6 per cent, the benefit-cost ratio 
is further reduced to 0.4 to 1. Congress 
must not continue to fund such projects 
which destroy the environment and at 
the same time manage to cost more than 
twice the worth of their supposed ben
efits. 

One of the worst projects funded by 
the bill is the Oakley--Springer-Dam in 
illinois. The Corps has asked for $1.5 
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million for land acquisition and construc
tion in fiscal year 1974. Total cost esti
mates for this project have nearly tripled 
to $80.9 million since it was authorized 
in 1962. The Oakley Dam proposal has 
been convincingly attacked by the En
vironmental Policy Center as one of the 
most wasteful of all Corps of Engineers 
proposals. The Corps' own benefit-cost 
:figures indicate that the benefits from 
the project are only 6 percent greater 
than the cost. Defects in that analysis 
put the ratio far below 1 to 1. Support
ers of the project claim that it will great
ly improve the water supply for the area 
and provide great flood control benefits 
for farmlands. This ignores the fact that 
alternate water supplies at far less cost 
are already available and the project will 
end production on three times as much 
farmland as it will protect in an average 
year. 

The Committee on Allerton Park, a 
group organized to fight the dam which 
will gravely damage a wildlife preserve 
given to the University of Illinois as an 
outdoor laboratory and ecological re
search center, has listed four compelling 
reasons why this project should not be 
funded for fiscal year 1974: 

First. The fiscal year 1974 request-
$1.5 million-is primarily for land acqui
sition and construction. Triple this 
amount--$4.6 million-has been allo
cated to the project in the past and has 
not yet been spent according to the Sen
ate Public Works testimony for fiscal 
year 1973. Thus the Corps should have 
more than enough carryover funds to 
meet any needs in fiscal year 1974. 

Second. The project is presently tied 
up in litigation in Federal court in Dli
nois. A suit challenging State participa
tion is about to be re:filed in an Dlinois 
circuit court. Funds for the Telico Dam 
have been hel~ up pending the outcome 
of litigation. There is no reason to ap
propriate money for Lake Springer if 
there is a chance that court action will 
stop the project outright or prohibit the 
expenditure of funds through injunctive 
action. 

Third. Illinois Gov. Daniel Walker set 
down five conditions that he said would 
have to be met before the project moves 
ahead. It will take time to meet these 
conditions, if they can be met at all. We 
see no reason to appropriate money until 
they are met since failure to meet these 
conditions would leave the project with
out a local sponsor. 

Fourth. The project is highly contro
versial and clearly not needed as a source 
of water for Decatur. 

Mr. President, these and other projects 
are far too costly for the benefits they 
provide. I believe such aspects of the bill 
need further study and I intend to vote 
against the bill itself as reported. 

Mr. HATFIELD. Mr. President, will 
the Senator yield? 

Mr. PROXMIRE. I am happy to yield 
to the Senator from Oregon. 

Mr. HATFIELD. I would like to ask the 
Senator if his comments regarding this 
bill are strictly selective rather than gen
eral because I recall his support for three 
Wisconsin projects. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. HATFIELD. Mr. President, I yield 
myself 5 minutes. 

The PRESIDING OFFICER. The Sen
ator is recognized. 

Mr. HATFIELD. I note in the LaFarge 
Lake and channel improvement there is 
$2.8 million as a budget allowance which 
is $200,000 less than the Senate has ap
proved. I note the Northport Harbor 
project and the State Road and Ebner 
Coulee projects. Those are three Wis
consin projects, which I take it the Sen
ator would support on behalf of his .own 
State. I assume they would not be in
cluded in his general remarks about the 
bill. 

Mr. PROXMIRE. The Senator knows 
perfectly well that he puts the Senator 
from Wisconsin on a spot, and he is 
absolutely right in doing so. But the Sen
ator from Oregon's reasoning would 
mean there is no way a Senator could 
vote against the bill if there were proj
ects which he approves. 

There are projects in Oregon that I 
could support; there are projects in many 
other States that I could support. I have 
singled out some projects which I think 
are particularly bad. I oppose the cost 
of the bill. I think we should cut where
ever we can. 

I commend the Senator from Nevada 
for reducing the bill from what it was 
last year. There are projects that I ap
prove, and projects which I disapprove. 
This is an enormous bill, including bil
lions and billions of dollars. Certainly I 
do not want to be put in opposition to 
every single, last project in the bill. 

By and large, this is a bill which 
greatly benefits the western part of our 
country, but not the eastern part. Oregon 
is about the same size as Wisconsin in 
area but not in population. But Oregon 
gets about 20 times as much money as 
does the State of Wisconsin, and it has 
done so consistently over the years. I 
do not object if Oregon can justify its 
projects. 

Mr. HATFIELD. Speaking as a con
feree, going to a conference with the 
House, I assume that the Senator from 
Wisconsin would like to have us stand 
firm on Wisconsin projects rather than 
to yield on them, if we have to readjust 
the overall number of projects. 

Mr. PROXMIRE. The Senator is cor
rect. 

Mr. BIBLE. The only observation I 
was going to make is one that the Sen
ator from Oregon has already made. I 
am sure that the Senator from Wiscon
sin has not made our task any easier, 
because House Members have the very, 
very unusual habit of carefully reading 
the RECORD to see what has been said, 
and they will read what the Senator 
from Wisconsin has said on the floor of 
the Senate today. We do not want to do 
a disservice to the Senator's very worth
while Wisconsin projects, so we will bat
tle along and do the best we can. 

Actually, this is really a very good bill. 
It is $15.4 million over the budget; it is 
about $885 to $900 million less than the 
amount appropriated last year. 

Mr. PROXMIRE. The Senator will re
call that I voted against last year's bill, 
and also the bill of the year before. 

Mr. BmLE. I know. But now we have 

reduced it close to $900 million since last 
year. I hope that is getting closer and 
closer to where it will fit in with the 
Senator from Wisconsin's ideas of fiscal 
responsibility. 

Mr. PROXMIRE. It is, indeed. 
Mr. HATFIELD. Mr. President, I 

yield 3 minutes to the distinguished 
Senator from West Virginia. 
SENATOR RANDOLPH AGAIN EMPHASIZES IM

PORTANCE AND SUPPORT FOR CAREFULLY CON-
SIDERED PUBLIC WORKS PROGRAMS 

Mr. RANDOLPH. Mr. President, I am 
appreciative of the cooperation of Sena
tor ALAN BIBLE and Senator MARK HAT
FIELD, the two gentlemen who are han
dling this very important bill. 

In our work on the Committee on Pub
lic* Works, we have responsibility of 
giving very careful consideration and 
very careful markup to all the measures 
that flow from our authorization proc
ess to the Subcommittee on Public Works 
Appropriations. 

The Public Works projects for which 
funding is contained in the bill before 
the Senate have been reviewed in detail. 
The approval of the Committee on Pub
lic Works is not given lightly even though 
our country continues to have great need 
for a wide variety of public facilities. 

We are frequently subjected to the 
charge that public works projects are 
merely pork-barrel activities distributed 
solely on the basis of political influence. 
Members of Congress-particularly those 
who serve on the Public Works Commit
tee and the Public Works Appropriations 
Subcommittee-know that this is not 
true. All projects must be fully justified 
as to their need and as to the return they 
will provide on the investments of public 
funds necessary to bring them into being. 

Mr. President, there occasionally are 
dramatic examples of the value to the 
American people of Public Works invest
ments. Throughout the spring of this 
year the Mississippi River Valley suffered 
from prolonged and extensive flooding. 
Millions of acres were inundated and the 
losses were heavy. Damage in the flood 
has been estimated at approximately 
$500 million. What is less widely known, 
however, are the staggering losses that 
would have occurred without the existing 
flood protection that was available in the 
stricken region. The Corps of Engineers 
estimates that had there been no flood 
control system in effect in the Mississippi 
Valley, damages this year would have 
amounted to more than $7.6 billion. In 
the years that the construction of flood 
protection facilities has been underway, 
the Federal Government has invested 
less than $2 million in the Mississippi 
Valley. The savings this year alone has 
repaid that investment about threefold. 

Desirable as many Public Works proj
ects are, we obviously -cannot approve 
every recommendation that is made to 
us. Our Subcommittee on Water Re
sources, ably chaired by Senator MIKE 
GRAVEL, carefully reviews every proposal 
for projects. Extensive hearings are held 
and many witnesses are heard, including 
those both for and against individual 
projects. Members of the Subcommittee 
on Water Resources, including Senators 
BENTSEN, BURDICK, CLARK, BIDEN, SCOTT 
of Virginia, BUCKLEY, STAFFORD, and Me-

. 
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CLunE, devote considerable time to these 
project proposals before making their 
decisions. 

As chairman of the Committee on Pub
lic Works, which authorizes the projects 
contained in today's bill, and as an ex
officio member of the Appropriations 
Committee, I commend especially the 
work of Senators McCLELLAN, BIBLE, and 
HATFIELJ} for their diligence and for their 
consideration of these projects at the 
appropriations level. The legislation be
fore the Senate indicates a realistic fi
nancial balance for a responsible Public 
Works program. 

I congratulate the members of the 
Appropriations Committee and join very, 
very strongly in support of this urgent
ly needed measure. 

Mr. MONTOYA. Mr. President, today 
the Senate has before it H.R. 8947, the 
fiscal year 1974 appropriation bill for 
Public Works-AEC. 

I want to commend my colleagues, and 
especially Senator BIBLE, for the diligent 
manner in which they conducted hear
ings on this measure and brought it to 
the :floor. This task was especially diffi
cult this year due to the unfortunate 
absence of Senator STENNIS. His exper
tise and skill in the area of Public 
Works-AEC is well known to all Sena
tors. His absence was, therefore, deep
ly felt by all members of the subcommit
tee who look forward to having him back 
next year. 

The committee was fortunate, how
ever in having Senator BIBLE ready to 
take over the reins. The Senate knows 
Senator BIBLE as the able chail·man of 
the Interior Appropriations Subcommit
tee. By now they know that he is equal
ly able at Public Work:s-AEC. 

Mr. President, this is a sizable bill. 
We are appropriating $4.8 billion for a 
multitude of projects-for concrete 
dams and for abstract research. My in
terest extends to every item in the bill, 
but I especially wanted to call my col
leagues' attention to several items which 
are of special importance to me and to 
my State. 

The first of these concerns Brantley 
Dam, for which the committee included 
$325,000 for preconstruction planning. 
Although the House, through an over
sight did not include any money for 
Brantley, I understand that Congress
man EVINs has promised Congressman 
RUNNELS that the money would be re
tained in conference if the Senate added 
it. 

The money is needed so that work on 
Brantley Dam may proceed. The pro
posed Brantley Dam is no ordinary rec
lamation project. It is primarily a re
placement structure--a dam to replace 
the existing McMillan Dam which, after 
many years, is structurally weak and a 
recognized hazard. 

In 1969, the McMillan Dam was eval
uated by the Bureau of Reclamation as 
part of that Agency's "Safety of Dams" 
investigation. After careful study, the 
BOR concluded that the spillway of this 
facility was inadequate to pass a flood. 
In the event of heavy and sustained rains, 
water rising in Lake McMillan would 
over-top the dam, causing it to fail and 
sending a wall of water into Carlsbad. 

Mr. President, major floods occur along 
the Pecos River on the average of once 
every 11 years. We know that sooner or 
later the McMillan Dam must be re
placed. I am glad that the Senate has 
taken the position that this should be 
done sooner, before a catastrophe, rather 
than later, after one has occurred. 

A second item of concern to me is the 
Elephant Butte irrigation system in 
southern New Mexico. The current sys
tem is composed of earthen canals, some 
of which are 100 to 150 years old. The 
Bureau of Reciamation merely tied these 
old canals together in 1915 to produce 
the current system. This old system is 
inefficient now. It wastes precious water 
and is costly to operate. 

What is proposed is a modernization of 
this system. Use of closed conduits and 
other improvements should increase sub
stantially the water available to farmers 
in the region. This will enable them to 
begin producing vegetables and should 
improve the economic vitality of there
gion on which once grew cotton and 
has been hard hit by the use of synthetic 
fabrics. 

The administration and the House had 
included $60,000 for a study of the mod
ernization of the Elephant Butte system. 
The Senate has included the entire $100,-
000 which the BOR has the capability 
to spend on a study of the so-called 
Archer plan. I commend this action on 
the part of the Senate. 

A third concern of mine is for the pro
posed National Security and Resources 
Study Center, to be built at Los Alamos, 
N.Mex. This project consists of an office/ 
seminar building and an adjoining build
ing to house the technical library at Los 
Alamos Scientific Laboratory. 

Despite U.S. predominance in the 
world of science, this country has no cen
ter where groups of scientists can come 
together under secw·e surroundings, to 
conduct seminars lasting 2 to 6 weeks. 
The building of the study center at 
Los Alamos would rectify this situation. 

Moreover, the new library, which would 
be available to persons using the seminar 
facilities, is badly needed. Los Alamos 
Scientific Laboratory has one of the best 
technical libraries in the world, but it is 
being thinned out because of a lack of 
space. The thinning process is damaging 
the quality of the collection. 

This project has the endorsement of 
the Atomic Energy Commission, of H. 
Guyford Stever, Director of the National 
Science Foundation, and of W. C. Grit
wall, Jr., the Army Chief of Research 
and Development. 

I note, also, that the full committee of 
the s~nate has restored the $17.7 billion 
which the House cut from the weapons 
program. ! endorse this restoration. 

I also endorse the action of both the 
House and the Senate in adding $4.7 mil
lion to the administration reques~ for re
search in geothermal energy. The in
exhaustible heat of the earth itself, if 
properly tapped, o1fers a potentially inex
haustible source of energy for the world. 
At a time when the severity of the energy 
crisis is every day more and more apar
ent, I think it is highly appropriate that 
$4.7 milllon be spent for research into 
this area.. · · 

Finally, Mr. President. I wish to en
dorse the action of both House and Sen
ate in restoring funds for the Animas-L3 
Plata project in southwestern Colorado. 
This project is part of the overall plan 
for water development in northwest New 
Mexico and southwest Colorado. More
over, this project is going to provide a 
supply of water sufficient to meet the 
needs of the Ute Indians in southwest 
Colorado and also to provide enough ad
ditional water to meet the needs of the 
town of Mancos, Colo. The new supply of 
water will solve a potentially difficult 
situation which pits the needs of the 
wwn of Mancos for water against the 
rights of the Ute Indians to the same 
water. 

Mr. President, I believe the commit 
tee bill is a good bill, a responsible bill. 
I hope that when we go to conference, 
the Senate conferees will fight for the 
Senate bill and I further hope that the 
projects I have discussed will be retained. 

Mr. RIDICOFF. Mr. President, I wish 
to thank the distinguished acting chair
man of the Appropriations Subcommit
tee on Public Works <Mr. BIBLE) and 
members of the subcommittee and full 
committee for including in this bill 
$700,000 for the U.S. Army Corps of 
Engineers to begin construction of the 
last stage of the Still River Flood Con
trol Project in Danbury, Conn. 

I was Governor of Connecticut when 
the floods of August and October :.955 
devastated the State. Among the most 
severely damaged communities at that 
time was Danbury where the Still River 
overflowed its banks and inundated 
major sections of the city. 

As a result of that disaster the Army 
Corps of Engineers developed a three
stage plan for preventing similar occur
rences. As of this date two of the three 
stages have been completed. Construc
tion on the final stage was to be started 
soon but the administration eliminated 
the necessary funds from the corps' fis ... 
cal year 1974 budget request. 

The perils inherent in the adminis
tration's cutback became obvious on 
February 2, 1973, when after heavY rains 
the Still River flooded again. Had the 
weather conditions not improved Dan
bury would have experienced a major 
disaster. 

It would have been tragic if, after so 
much work has been done and so much 
local and Federal money, time and effort 
have been expended, the project was 
curtailed. 

I know the citizens of Danbury who 
have to live with the fear of another 
disastrous fiood join me in thanking the 
committee for reallocating the necessary 
funds to keep this important project 
going. 

Mr. DOLE. Mr. President, I am pleased 
to voice my support for the fiscal year 
1974 funding of water resource develop
ments in Kansas. 

At the outset I would say that the most 
persuasive testimony on behalf of the ex
penditures nnder consideration today is 
to be found out in the states. 

TWO TYPES OF TESTIMONY 

There are two kinds of testimony. One 
was seen in the flood-ravaged areas of 
various rivers, where the spring's heavy 
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rainfall and runoff brought record flood 
crests and wide scale damage and de
struction. Of course, the Mississippi 
River's flooding received the widest pub
licity, but other rivers also overflowed 
their banks, and in the State of Kansas 
flood damages prompted the designation 
of 54 counties a8 Federal disaster areas. 
I would note that the Arkansas River 
and its tributaries were the major source 
of this damage-more than $3.5 million. 
·It was grim testimony, painfully etched 
on the faces of homeowners, farmers, 
and businessmen who saw- the· ugly 
brown waters sweep over their property 
and wash away investments, dreams, 
and years of effort. These scenes have 
been recorded· before in other years, in 
many areas in numerous States, and 
each time the message of death and hu
man suffering and loss is the same. 

But this year we have also seen a dif
ferent kind of testimony as heavY rains 
and melting snow set runoff records 
throughout the Midwest. This testimony 
was seen particularly in the Missouri and 
Kansas River basins in Kansas. In these 
areas thousands of acres of low-lying 
farniland which, while soggy and wet, 
only needed a few days of drying sun 
and wind to be ready for the tractors 
and plows and are now producing rec
ord crops. Families went about life pretty 
much as usual instead of sandbagging 
their homes and moving furniture to 
second floors. Anxious but thankful 
glances were cast by businessmen toward 
the nearby rivers which, although bank
full and churning with silt and debris, 
remained within their banks or levees. 

And most impressively, this testimony 
was seen in the growing impoundments 
and remaining reserve capacities of lake 
after lake constructed with Federal ap
propriations over the years. It was esti
mated that only some $200,000 in flood 
damages were suffered in all the Kansas
Missouri River Basin in Kansas. This is 
an amazingly small figure when com
pared to the hundreds of millions in 
damages these same areas experienced in 
years before ·the construction of these 
projects. 

I would point out also that although 
Kansas flood damage in the Arkansas 
basin was in excess of $3.5 million this 
year, without the existing projects and 
improvements it is estimated that dam
ages would have run nearly three times 
as large. · · 

Both kinds of testimony are powerful. 
But fortunately, this year there is more 
of the good kind than ever before. And 
with the continued support from Con
gress, we will, hopefully, have more and 
more positive evidence of these projectS' 
values each year. 

FISCAL YEAR 1974 APPROPRIATIONS 

Turning to the specifics of fundfug 
the fiscal year 1974 program for Kansas, 
I would first agree, generally, with the 
budget requests which have been sub
mitted. Of course, we would all like to 
see every project completed at a maxi
mum rate, but there are limitations in 
terms of overall Government spending 
policies designed to control inflation and 
the simple fact that everything cannot 
be done at once. 

GENERAL INVESTIGATIONS 

In the category of general investiga
tions and studies, I believe the impor
·tance of continued progress and forward 
movement is vitally important to ali or
derly program. I believe the Senate Com
mittee has acted wisely in fucreasing the 
funds for flood control and navigation 
studies. In Kansas the Great Bend
Tulsa Navigation Study is a top priority. 
A great deal has been accomplished in 
making the Arkansas one of the world's 
greatest commercial waterways, but the 
job is not yet finished,. and we cannot 
afford to slack our efforts at this point. · · 

PLANNING 

Preconstruction planning category de
serves careful attention. Once a project 
receives the green light it is important 
to move forward to meet the recognized 
needs to which it is intended to be re
sponsive. Progress on projects is · natu
rally slow enough, and if great delay is 
caused in the planning phase serious 
consequences can easily result, both in 
terms of continued damage by flooding 
and the toll of inflation on total cost. 
I was particularly pleased to note the 
approval of increased planning funds for 
the El Dorado local flood protection 
project-$50,000-and the Onaga Lake 
project-$110,000. The total planning 
funds for five projects is $667,000. 

CONSTRUCTION AND MAINTENANCE 

Administration construction fund re
quests were generally felt to be adequate, 
for delays in these areas have chiefly 
been due to factors outside the control of 
Congress or the executive branch . . Main
tenance requests are generally adequate. 
I would point out both the Senate and 
House Committees have approved the 
additional $600,000 for construction of 
the Clinton Lake project. · 

CONCLUSION 

So, Mr. President, I would close by 
again expressing my belief in the need 
for strong funding support for wise and 
well-planned water resource develop
ment projects. 

Water is .a precious natural asset. Left 
unmanaged, it can be capricious and 
harmful; but subjected to thoughtful, 
prudent and far-sighted control, it can 
enrich the lives of millions and contrib
ute significantly to the improvement of 
our American way of life. The bill before 
us today represents sound support for 
these projects, ~t a level which reflects 
the need to limit Federal expenditures 
in the :fight against inflation and is at the 
same time responsive to the necessity of 
providing good management for a great 
national resource. 

Mr. SCHWEIKER. Mr. President, as 
a new member of . the Appropriations 
Committee and the Public Works Sub
committee, I would like to compliment 
the acting chairman of the subcommit
tee, ~enator BIBLE, the ranking Repub
lican, Senator lJAT.FIELn an_d, of course; 
the subcommittee staff, for the fine work 
they have done on the fiscal year 1974 
Public Works Appropriations bill. I woulq 
like to th,a~ them in parti((ular, for the 
help they have given me, as a new mem-. 
ber, in my work·on the subcommittee. 

Our appropriations b111 for fiscal · year 

1974, at $4.8 blllion is over $860 milliol). 
less than last year's appropriation, and 
certainly a responsible bill in today's 
tight fiscal situation~ 

This bill also contains over $40 million 
in construction ftindf for flood control 
projects in Pennsylvania, a very timely 
and iinportant area to my State and to 
the· entire Northeast, in view of the dam
ages which resulted from Hurricane 
Agnes last year. The 10 projects under 
construction are scattered broadly 
around the State, ranging from the 
Raystown Lake, Tyrone, and Dubois 
projects in the central part of the State, 
to Blue Marsh Lake near Reading in the 
east, Tioga-Hammond and Cowanesque 
in the north, and Chartiers Creek, Wood• 
cock Creek, and Union· City in the west. 
A number of other flood control and rec
reation projects are already authorized 
and in the planning and/or land acquisi
tion stages pending the beginning of 
construction. 

Other funds are also included in this 
bill with an important impact upon 
Pennsylvania, among them $1.5 million 
for the Appalachian Regional Commis
sion, which will include a total Federal 
commitment to the Scranton Mill section 
subsidence project of over $5 million, 
almost $70,000 for the · Delaware River 
Basin Commission, $765,000 for the con.:. 
tinuation of the Susquehanna Rive1· 
Basin Study, under provisions of Public 
Law 92-500. · 

Pennsylvania was very badly hit by 
Agnes, arid there remain many unmet 
needs, which only some form of Federal 
help can meet. In my new responsibilities 
as a member of the Appropriations Com
mittee, I will continue to make every 
effort to see that our needs are well rep
resented, and our requirements are fairly 
met by ·the Federal Government. ·· 

The PRESIDING OFFICER. The ·bill 
having been read the third time, the 
question is, Shall it pass? On this ques
tion the yeas and nays have been ordered, 
and the clerk will call the rolL 

The assistant legislative clerk called 
the roll. 

Mr. ROBERT C. 'BYRD. I annourice 
that the Senator from Texas (Mr. BENT
SEN), the Senator from Nevada - <Mr. 
CANNON), the Senator from Alaska <Mr. 
GRAVEL), the Senator from Mi.Imesota 
<Mr. HUMPHREY), the Senator from 
South Dakota (Mr. McGoVERN) , the Sen
ator from Minnesota '(Mr. MONDALE), arld 
the Senator from Maine (Mr. MusKiE). 
are necessatily absent. 

I further announce that the Senator 
from South Dakota <Mr. ABOUREzK) iS 
absent on official business. .. 

I also announce that the Senator from 
Mississippi <Mr. STENNIS) is absent be-
cause of illness. · · 

I further announce that, if present and 
voting, the Senator from Minnesota (Mt~. 
HUMPHREY), the Senator from Alaska 
<Mr. GRAVEL), the Senator from South 
Dakota <Mr. ABOUREZK), and the Senator 
from · South Dakota (M-r. McGovERN) 
would each vote "yea.!' 
. Mr. GRIFFIN. ·I . announce that the 
Senator from New Hampshire (Mr.; Cox-
TON) is absent because of lllness. · 
··The Senator from Massaehusetts · CMr~ 

BROOKE), the Senator from· Colorado 



July 23, 1973 CONGRESSIONAL- RECORD-SENATE 25365 

<Mr. DoMINICK), and ·the Senator from 
Ohio <Mr. TAFT) are necessarily absent. 

The Senator from Nebraska <Mr. 
HRUSKA) and the Senator from New· 
York <Mr. JAVITS) are absent on official 
business. 

On this vote, the Senator from Ohio 
(Mr. TAFT) is paired with the Senator 
from New Hampshire <Mr. CoTTON). If 
present and voting, the Senator from 
Ohio would vote "yea" and the Senator 
from New Hampshire would vote "nay." 

The result was announced-yeas 82, 
nays 3, as follows: 

[No. 314 Leg.] 
YEAs-82 

Aiken Fang 
Allen Fulbright 
Baker Goldwater 
Bartlett Griffin 
Bayh Gurney 
Beall Hansen 
Bellman Hart 
Bennet t Hartke 
Bible Haskell 
Brock Hatfield 
Buckley Hathaway 
Burdick Helms 
Byrd, Hollings 

Harry F., Jr. Huddleston 
Byrd, Robert C. Hughes 
Case Inouye 
Chiles Jackson 
Church Johnston 
Clark Kennedy 
Cook Long 
Cranston Magnuson 
CUrtis Mansfield 
Dole Mathias 
Domenicl McClellan 
Eagleton McClure 
Eastland McGee 
Ervin Mcintyre 
Fannin Metcalf 

NAY~ 

Biden Proxmire 

Montoya 
Moss 
Nelson 
Nunn 
Packwood 
Pastore 
Pearson 
Pell 
Percy . 
Randolph 
Ribico1I 
Roth 
Schweiker 
Scott, Fa. 
Scott, Va. 
Sparkman 
Stafford 
Stevens 
Stevenson 
Symington 
Talmadge 
Thurmond 
Tower 
TUnney 
Weicker 
Williams 
Young 

Sax be 

NOT VOTING-15 
Abourezk 
Bentsen 
Brooke 
Cannon 
Cotton 

Dominick 
Gravel 
Hruska 
Humphrey 
Javits 

McGovern 
Mondale 
Muskie 
Stennis 
Taft 

So the bill (H.R. 8947) was passed. 
Mr. BmLE. Mr. President, I move to 

reconsider the vote by which the bill 
was passed. · 

Mr. ROBERT C. BYRD. Mr. President, 
I move to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. BIDLE. Mr. President, I move that 
the Senate insist upon its amendments 
and request a conference with the House, 
and that the Chair be authorized to ap
point the conferees on the part of the 
Senate. 

The motion was agreed to, and the 
Presiding Officer appointed Mr. 
BIBLE, Mr. McCLELLA~, Mr. MAGNUSON, 
Mr. ROBERT C. BYRD, Mr. PASTORE, Mr. 
McGEE, Mr. MONTOYA, Mr. HATFIELD, Mr. 
YOUNG, Mr. HRUSKA, Mr. CASE, Mr. STEv.:. 
ENS, Mr. SCHWEIKER, Mr. BELLMON, and 
Mr. RANDOLPH conferees on the part of 
the Senate. 

MESSAGE FROM THE HOUSE 
A message from the House of · Repre

sentatives by Mr. Berry, one of its read
ing clerks, announced that the House 
had passed the following bills of the 
Senate, each with. an amendment. in 
which :It requested the concun·ence of 
the Senate: 

S. 1090. An act to amend the Oommuni
cations Act of J934, to extend certain au
thorizations for the Corporation for Public 
Broadcasting and for certain construction 
grants fo!" noncominerci!Jol educational tele
vision and radio broadcasting facilities, and 
for other purposes; and 

S. 1888. An act to extend and amend the 
Agricultural Act of 1970 for the purpose of 
assuring consumers of plentiful supplies of 
food and fiber at reasonable prices. 

ENROLLED BILLS SIGNED 
The message also announced that the 

Speaker had affixed his signature to the 
enrolled bill <S. 59) to amend title 38 of 
the United States Code to provide im
proved and expanded medical and r-urs
ing home care to veterans; to provide 
hospital and medical care to certain de
pendents and sm·vivors of veterans; to 
provide for improved structural safety 
of Veterans' Administration facilities; to 
improve recruitment and retention of 
career personnel in the Department of 
Medicine and Surgery; and for other 
purposes. 
. The enrolled bill was subsequently 
signed by the Acting President protem
pore (Mr. BURDICK) . 

MESSAGES FROM THE PRESIDENT 
Messages in writing from the Presi

dent of the United States were communi
cated to the Senate by Mr. Marks, one of 
his secretaries. 

AMENDMENT OF AGRICULTURAL 
. ACT OF 1970 

Mr. TALMADGE, Mr. President, I ask 
the Chair to' lay before the Senate ames
sage from the House of Representatives 
on S.1888. 

The PRESIDING OFFICER (Mr. 
CLARK) .i.aid · before the Senate the 
amendment of the House of Represent
atives to the bill (S. 1888) "to extend and 
amend the Agricultural Act of 1970 for 
the pm·pose of assuring consumers of 
plentiful supplies of food and fiber at 
reasonable prices," which was to strike 
out all after the enacting clause, and in
sert: 

That the Agricultural Act of 1970 is 
amended as follows: Title I is amended to 
read as follows: 

"TITLE I-PAYMENT LIMITATION 
SEC. 101. Notwithstanding any other pro

vision of law-
" ( 1) The total amount of payments which 

a person shall be entitled to receive under 
one or more of the annual programs estab
lished by titles IV, V, and VI of this Act for 
the 197~ through 1978 crops of the com
modities shall not exceed $20,000. 

"(2) The term 'payments' as used in this 
section includes all price support payments, 
set-aside payments, diversion payments, and 
resource adjustment payments but does not 
include loans or purchases, or any part of 
any :_1ayment which is determined by the 
Secretary to represent compensation for pub
l~c access for recreation. 

" (3) If the Secret ary determines that the 
tot al amount of payments which will be 
earned by any person under the program in 
effect for any crop will ·be reduced under 
this section, the set-aside acreage for the 
farm. or farms on which such person Will be 
sharing in payments earned under such pro-

gram shall be reduced to such extent and in 
such manner as the Secretary determines 
will ue fair and reasonable in relation to the· 
amount of the payment reduction. 

"(4 ~ (a) In any case in which the owner 
or operator of a farm leases any portion of 
the farm to one or more persons, the pay
ment limitation applicable to such person as· 
prescribed by this section, shall be reduced 
in the same proportion as the allotment re
maining in the farm bears to the total allot 
ment prior to such lease: Provided, That 
the payment limitation shall also be reduced 
on the leased portion of the farm in propor
tion to the allotment accredited to such por
tion if the lessee is e. member of the lessor's 
family or is a corporation in which t he 
lessor or member of his family is a stock
holder, or a partnership in which the· lessor 
or a member of his family is a partner. 

"(b) In any case in which the owner or 
operator . of a farm sells or leases any por
tion of the acreage allotment for the farni 
to on e or more persons, the payment limita
tion prescribed by this section shall apply 
in the same manner as if the lessor or seller 
had not leased or sold the acreage allotme~t. 
" ( 5) The Secretary shall issue regulations 
defining the term 'person' and prescribing 
such rules as he determines necessary to 
assure an effective and economical applica
tion of such limitation: Provided, That the 
provisions of this Act which limit payments 
to any person shall not be applicable to lands 
owned by States, political subdivisions, or 
agencies thereof, so long as such lands are 
farmed primarily in the direct furtherance 
of a public function, as determined by the 
Secret ary." 

DAIRY PROGRAM 
Milk Marketing Orders 

(2) Section 201 is amended by-
(A) amending section 201 (e) by strikiD:g 

out " 1973" and inserting "1977", and by 
striking out " 1976" and inserting "1980", and 

(B) adding at the end thereof the fol-
lowing : 

"(f) The Agricultural Adjustment Act as 
reenacted and amended by the Agricultural _ 
Market ing Agreement Act of 1937, as amend
ed, is further amended by: 

" (1) striking the period at the end of sub 
section 8c (17) and adding in lieu thereof 
the following : ' : Provided further, That if 
one-third or more of the producers as de
fined in a milk order apply in writing for a 
hearing on a proposed amendment of such 
order, the Secretary shall call such a hear
ing if t he proposed amendment is one that 
m ay legally be made to such order. Subsec
t ion (12) of this section shall not be con
strued to permit any cooperative to act for 
its members in an application for a hear
ing under the foregoing proviso and nothing 
in such proviso shall be construed to pTe
elude the Secretary from calling an amend
ment hearing as provided in subsection (3 ) 
of this section. The Secretary shall not be 
required to call a hearing on any proposed 
amendmen t to an order in response to ·an 
application for a hearing on such pro
posed amendment if the application request 
ing the hearing is received by the Secretary 
within ninety days after the date on which 
the Secretary has announced his decision on 
a previously proposed amendment to such 
order and the two proposed amendments are 
essentially t he same. 

" (2) inserting aft er the phrase 'pure and 
wholesome milk' in section 8c(18) the phrase 
'to meet current needs and further to as
sure a level of farm income adequate to 
maintain productive capacity sufficient to 
meet ant icipated future needs'." 
Milk Price Support, Butterfat Price Support 

Suspension 
( 3) Section 202 is amended by-
( A) striking the introductory clause which 

precedes subsection (a); 
(B) effective April1, 1974, inserting in sub-
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section (b) before the period at the end o! 
the first sentence in the quotation the fol
lowing: "of pure and wholesome milk to 
meet current needs, refiect changes in the 
cost of prod uct1on. and assure a level .of 
farm income adequate to maintain produc
tive capacity sufficient to meet anticipated 
future needs"; and 

(C) inserting in subsection (b) in the 
first sentence "80 per centum" in lieu of "75 
per centum". 

Veterans Hospitals 
(4) Section 203 is amended by striking out 

"1973" and inserting "1977". · 
Dairy Indemnity Program 

( 5) Section 204 is amended by-
( A) striking out "1973" and inserting 

"1977"; and 
(B) striking subsection (b) and substi

tuting therefor the following: 
"(b) Section 1 of said Act is amended to 

read as follows: 
" 'SECTION 1. The Secretary of Agriculture 

is authorized to make indemnity payments 
for milk or cows producing such milk at a 
fair market value, to dairy farmers who have 
been directed since January 1, 1964 (but only 
since the date of enactment of the Agricul
ture Act of 1973 in the case of indemnity 
payments not authorized prior to such date 
of enactment). to r emove their milk, an d to 
make indemnity paymen ts for dairy products 
at fair market value to manufacturers of 
dairy products who h ave been directed since 
the date of enactment of the Agricultural 
Ac·t of 1970 to remove their dairy products 
from commerci~l markets because of residues 
of chemicals re~istered an d approved for use 
by the Federal Government at the time of 
such use. Any indemnity payment to any 
farmer shall continue until he has been rein
stated and is again allowed to dispose of 
his milk on com.mercial markets.' " 

(6f Title II is amended by adding at the 
end thereof the following: 

'Dairy Import Licenses 
"SEc. 205. Section 22 of the Agricultural 

Adjustment Act (7 U.S.C. 624) is amended 
by adding at the end thereof the following: 

"'(g) The President is authorized to pro
vide that dairy products may be imported 
only by or for the account of a person or 
firm to whom a license has been issued by 
the Secretary of Agriculture. In issuing a 
license for dairy products not currently being 
imported but sought to be imported under 
this section during any period after the 
enactment of the Agriculture Act of 1973, 
the Secretary shall make licenses available 
for a thirty-day period before issuing licenses 
to other applicants to domestic producers 
and processors who agree to import such 
dairy products: Provided, however, That such 
licenses shall not be sold, transferred or as
signed. For purposes of this subsection, dairy 
products include (1) all forms of milk and 
dairy products, butterfat, milk solids-not-fat, 
and any combination or mixture thereof; (2) 
any article, compound, or mixture containing 
5 per centum or more of butterfat, or milk 
solids-not-fat, or any combinations of · the 
two; and (3) lactose, and other derivatives ·of 
milk, butterfat, or milk solids-not-fat, if 
imported commercially for any foOd use. 
Dairy products do not include (1) casein, 
casemates, industrial casein, industrial case
mates, or any other industrial products, not 
to be used in any form for any food use, 
or an tngriedent of food; or (2) articles not 
normally considered to be dairy ·products, 
such as candy, bakers goods, and other simi
lar articles: Provtded, That dairy products 
in any form, in any such article are not 
commercially extractable or capable o! being 
used commercially a.s a replacement or sub
stitute for such Ingredients 1n the ·manu
facture of any food product! 

PRODUCER HA~S 

"SEc. 206. The legal status of producer 
handlers of milk -under the provisions of the 
Agricultural Adjustment Act, as reenacted 
and amended by -the Agricultural Marketing 
Agreement Act of 1937, as amended, shall 
be the same subsequent to the adoption oi , 
the amendments made by the Agriculture 
Act of 1973 as it was prior thereto." 

WOOL PROGRAM 

(7) Section 301 is amended by-
(A) striking out "1973" each place it occurs 

and inserting "1977", and by striking g.ut the 
word "three" each place it occurs; and 

(B) adding at . the .end .thereof the 
following: 

"(6) Strike out the first sentence of sec
tion 708 and insert the following: 'The 
S !')cretary of Agriculture is authorized to enter 
into agreements with, or to approve agree
ments entered into between, marketing co
operatives, trade asnoclations, or others en
gaged or whose members are engaged in the 
handling of wool, mohair, sheep, or goats or 
the products thereof for the purpose of de
velop ing and conducting on a national, State, 
or regional basis advertising and sales pro
motion programs and programs for the de-. 
velopment and disseminat ion of information 
on product quality, production management, 
and marketing improvement, for wool, mo
hair, sheep, or goats or the products thereof. 
Advert ising and s ales promotion programs 
may be conducted outside of the United 
S tates for the purpose of m aintaining and 
expanding foreign markets and uses for mo
hair or goats or the products thereof pro
duced 1n the United States.'." 

WHEAT PROGRAM 

Wheat Production Incentives 
(8) Effective beginning with the 1974 crop 

section 401 is amended by striking out "~971, 
1972, and 1973" and inserting "1971 through 
1977" and section 107 of the Agricultural 
Act of 1949, as it appears there-in, is amended 
by-

( A) amending section 107(a) to read as 
follows: , 

"(a) Loans and purchases on each crop 
of wheat shall be made available at such 
level as the Secretary determines appro
priate, taking i;nto considera.~ion comp~ti
tive world prices of wheat, the feeding value 
of wheat in relation to fe.~d grains, and the 
level at which price support is made avail
able for feed grains: Provided, That in no . 
event shall such level be t,n excess of the 
parity price for wheat or less than $1.49 per 
bushel.'' 

(B). substituting the word "payments" for 
the word "certificates" in section 107(b); 

(C) striking the quotation mark at the 
end of section 107(b); and . 

(D) adding at the end of the section the 
followlng: _ _ . 

"(c) Payments shall be made for each 
crop of wheat to the producers on each farm 
in an amount determined by multiplying 
(i) the amount by which the higher of-

" ( 1) the national weighted average market 
price received by farmers during the first 
five months of the marketing year for ·such · 
crop, as determined by the Secretary, or 

"(2) the loan level determined under sub
section (a) for such crop 
is less th.an the established price of $2.05 per 
bushel, adjusted for each of the 1975 through 
1977 crops to reflect any changes 1n the 
index o~ prices paid by farmers for produc
tion items, interest, taxes, and wage rates, 
times (U) the allotment_ for the farm for 
such crop, times (111) the projected yield es
tablished for the farm with such adjust
ments as the Secretary determines necessary 
to provide a fair and equitable yield.: Pro_~ . 
vided., That any Increase that would other
wise .be' made in the ~stablished price -~ 

refiect a change in the index of prices paid, 
by farmers shall . be adusted t .o. refiect any 
change in (i) tile national average yield per 
acre of wheat for the three calendar years 
preceding the year for which the determina
tion is made, over (ii) the national ~ver.age 
yield per. acre of wheat fE>r the three calend~r. 
years preceding ~he year previous ~ . the 
one for which the determination is made. If 
t~e Sepretary detertplnes that the producers 
are prevented from planting, or if planted, 
prevented from harvesting any portion of. 
the farm acreage allotment to wheat or other 
nonconserving crop, because of droug:bt, 
fiood, or other natural disaster or condition . 
beyond the control of the producer, the rate. 
of payment on such portion shall be the
larger of (A) the .foregoing rate, or (B) one
third. of the established price. The Secre.
tary shall provide for the sharing of pay
ments made under this subsection fot any 
farm among the producers on the farm on 
a fair and equitable basis." 
Termination of Wheat Certificate Program, 

Farm Acreage 
Allotments 

(9) Section 402 is amended by inserting 
"(a).. after the section designation and 
adding the following at the end of the 
section: 

"(b) (A) Section 379b of the Agricultural 
Adjus~ment )\ct of 1938 (which provides for 
a wheat marketing certificate program) shall 
not be applicable · to the 1974 through 1977 
crops of wheat, except as provided in para..: 
graphs (B) and (C) of this subsection. 

"(B) Section 379b.(c) of the Agricultural 
Adjustment Act of 1938, as amended by sub- ' 
section (a) of this section (which provides 
for a set-aside program), shall be effective 
with respect to the 1974 through 1977 crops 
of wheat with the following changes: 

"(i) The phrase 'payments authorized by 
section 107(c) of the Agricultural Act of 
1949' shall be substituted for the w6td 'cer
tificates' and the phrases 'certificates auihor- · 
ized in subsection (b)' and 'marketing cer
tificates' each place they occur. 

"(11) The word 'domestic' shall be stricken · 
each place it occurs. · 

"(iii) The second sentence of section 379b 
(c) (1) is amended to read as follows: 'If a 
set-aside of cropland is ln effect under this 
subsection (c) , then as a condition of eligi- · 
bility for loans, purchases, and payments au-· 
thorized by section 107 (c) of the Agricultural 
Act of 1949, the producers on a farm must set 
aside and devote to approved conservation · 
uses an acreage of · cropland equal to . (i) 
such percentage of the wheat allotment for 
the farm as may be specified by the Secre
tary and will be estimated by the· Secretary 
to result in a set-aside not in excess of 
thirteen an1 three-tenths million acres in 
the case of the 1971 crop; plus, 1f required· 
by the the Secretary, (ll) the acreage of 
cropland on the farm devoted in preceding 
years to soil conserving uses, as determined. 
by the Secretary.' 

"(iv) The third sentence tn 379b(e) (1) is 
amended to read as follows: 'The Secretary is 
authorized for · the 1974 through 1977 . -crops -• 
to limit the acreage planted to wheat on 
the farm to a percentage of the acreage 
allotment.' 

"{v) '1971 through 1977' shall be substi
tuted for '1971, 1972, and 1973' each place it . 
oceurs- · other than in .the third sentence of ·i 
section 379b(c) (1). 

"(vi) After the second sentence of . sec
tion 379b(c) (3) the following shall .be - in-
serted: 'The Secretary may, in the case of. 
progr~ tor the 1974 through 19~7 crops, 
pay . an . ~pproprtate share of the cost of · 
practices .(lesigne_<J. _ to. carry o-gt the purposes 
of the foregoing. set:\tences.' . , ., 

'·'(C). Sect;io~s 3.79(4). (e).. -(g), .and (1) G.f 
the Agricultural 4d,Just~ent . Act o! 1~38, as . 
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amended by subsection (a) of this section, 
shall be effective for the 1974 through 1977 
crops amended to read as follows: 

"'(d) The Secretary shall provide for the 
sharing of payments made under this sec
tion for any farm among producers on the 
farm on a fair and equitable basis. 

" • (e) In any case in which the !allure of 
a producer to comply fully with the terms 
and conditions of the program formulated 
under this section precludes the making of 
loans, purchases, and payments, the Secre
tary may, nevertheless, make such loans, 
purchases, and payments in such amounts 
as he determines to be equitable in relation 
to the seriousness of the default. 

"• (g) The Secretary is authorized to issue 
such regulations as he determines necessary 
to carry out the provisions of this title. 

"'(i) The Secretary shall carry out the 
program authorized by this section through 
the Commodity Credit Corporation.' · 

"(D) Section 379c of the Agricultural 
Adjustment Act of 1938, effective only with 
respect to the 1974 through 1977 crops of 
wheat, is amended to read as follows: 

"'SEC. 379c. (a) (1) The. farm acreage 
allotment for each crop of wheat shall be 
determined as provided In this section. The 
Secretary shall proclaim the national acreage 
allotment not later than April 15 of each 
calendar year for the crop harvested in the 
next succeeding calendar year. Such national 
allotment shall be the number of acres he 
determines on the basis of the estimated na
tional average yield for the crop for which 
the determination is being made will produce 
the quantity (less imports) that he esti
mates will be utilized domestically and for 
export during the marketing year for such 
crop. If the Secretary determines that 
carryover stocks are excessive or an ·increase 
in stocks is needed to assure a desirable 
carryover, he may adjust the allotment by 
the amount he determines will accomplish 
.the desired decrease or increase in carry
over stocks. The. national acreage allotment 
for any crop of wheat shall be apportioned 
by the Secretary ~mong the States on the 
basis of the appOrtionment to each State 
of 'the national acreage allotment for the 
preceding crop ( 1973 national domestic 
allotment in the case of apportionment of 
the 1974 national acreage allotment) 
adjusted to the extent deemed necessary by 
the Secretary to establish a fair and equit
able apportionment base for each State, 
taking into consideration established crop 
rotation practices, the estimated decrease in 
farm acreage allotments, and other relevant 
factors. 

" '(2) The State acreage allotment for 
wheat, less a reserve of not to exceed 1 per 
centum thereof for apportionment as provid
ed in this subsection, shall be apportioned by 
the Secretary among the counties in the 
State, on the basis of the apportionment to 
each sueh county of the wheat allotment for 
the preceding crop, adjusted to the extent 
deemed necessary by the Secretary in order 
to establish a fair and equitable apportion
ment base for each county taking into con
sideration established crop-rotation prac
tices, the estimated decrease in farm allot
ments, and other relevant factors. 

"'(3) The fa~m allotment for each crop of 
wheat shall be determined by apportioning 
tlie county wheat allotment among farms in 
the county which had a wheat allotment for 
the preceding crop on the basis of such allot
ment, adjusted to refiect established crop
rotation practices and such other factors as 
the Secretary determines should be consid
ered for the purpose of establishing a fair and 
equitable allotment. Notwithstanding any 
other provision of this subsection, the farm 
allotment shall be adjusted downward to the 
extent required by subsection (b). 

"'(4) Not to exceed 1 per centum of the processed or e?CI>orted during the period 
State allotment for- any crop may be appor- July 1, 1973 through June 30, 1978; ,and sec- , 
tioned to farms for which there was no allot- tion 379g is amended by adding the following 
ment for the preceding crop ·on the basis of new subsection (c): 
the following factors: suitab1lity of the land "(c) The Secretary is authorized to take 
for production of wheat, the past experience such action as he determines to be necessary 
of the farm operator in the production of to facilitate the transition from the certifi
wheat, the extent to which the farm operator cate program provided for under section 379d 
is dependent on income from farming for his to a program under which no certificates are 
livelihood, the production of wheat on other required. Notwithstanding any other provi
farms owned, operated, or controlled by the slon of law, such authority shall include, but 
farm opertor, and such other factors as the shall not be limited to the authority to 
Secretary determines should be considered for exempt all or a portion of wheat or food 
the purpose of establishing fair and equitable products made therefrom in the channels of 
farm allotments. No part of such reserve trade on July 1, 1973, from the marketing 
shall be apportioned to a farm to reflect new restrictions in subsection (b) of section 379d, 
cropland brought into production after the or to sell certificates to persons owning such 
date of enactment of the set-aside program wheat or food products made therefrom at 
for wheat. such price and und~r such terms and con-

.. '(5) The planting on a farm of wheat or ditions as the Secretary may determine. Any 
any crop for which no farm allotment was such certificate shall be issued by the Com- · 
established £hall not make the farm eligible modity Credit Corporation. Nothing herein · 
for an allotment under subsection (a) (3) shall authorize the Secretary to require cer
nor shall -such farm by reason of such plant- tificates on wheat processed after June 30, 
ing be considered ineligible for an allotment .1973.'.'' 
under subsection (a) (4) · Suspension of Wheat Marketing Quotas 

"'(6) The Secret ary may make such ad- . . . 
justments in acnage under this Act as he · · .. (·11) SectiOn 404 1s .. amended by striking 
determines neces'"..ary to correct for abnormal 1971, 1972, and 1973 wherever it appears 
factors affectin g production, and to give due an~ in~:ting "1971 th,:ough 1977", a~::t by 
consideration to tiHable acreage crop rota- striking 1972 and 1973 and inserting 1972 
tion practices, typr;s of soil, soU and water through 1977" · 
conservation measures, and- topography, and State Agency Allotments, Yield Calculations 
in addition, in the case of conserving use (12) (a) Section 405 is amended by striking 
acreages, to such other factors as he deems out "1971, 1972, and 1973" and inserting 
necessary in order to establish a fair and "1971 through 1977"; apd by repealing para
equitable conserving use acreage for the graph (2) effective with the 1974 crop; by 
farm. inserting "(a)" after the section designation; 

"'(b) (1) If for any crop the total acre- by changing the period and quotation mark 
age of wheat planted on a farm is less than at the end of the section to a semicolon; 
the farm allotment, the farm allotment used and by adding at the end of the section the 
as a base for th:: succeeding crop shall be re- following: 
duced by the percentage by which such "(b) Effective with respect to the 1974 
planted acreage was less than such farm through 1977 crops section 301(b) (13) (K) 
allotment, but such reduction shall not ex- of the Agricultural Adjustment Act of 1938 
ceed 20 per centum of the farm allotment is amended by adding after 'three calendar 
for the preceding crop. If no acreage has been years' the following: '(five calend,ar years in 
planted to wheat for three consecutive crop the case of wheat)', and section 708·of Public 
years on any farm which has an allotment, Law 89-321 is amended by inserting in the 
such farm shall lose its allotment. Producers second sentence after 'determining the pro
on any farm who have planted to wheat not jected yield' t:J;le following '(except that in · 
less than 90 per centum of the allotment for the case of wheat, if the yield is abnormally 
.the farm shall be considered to have planted · low in any one -of the -calendar years of the 
·an acreage equal to 100 per centum of such base period because ·of drought, :flood, or other 
allotment. An acreage on the farm which the natural disaster, the Secretary shall take into 
Secretary determines was not planted to account the actual yield proved by the pro
wheat because of drought, :flood, or other ducer in the other four years of such base 
natural disaster or condition beyond the period'.'' 
control of the producer shall be considered Suspension of Quota Provisions 
to be an acreage of wheat planted for har-
vest. For the purpose of this subsection, the ( 13) Section 406 is amended by striking 
Secretary may permit producers of wheat to out "1971, 1972, and 1973" and inserting 
have acreage devoted to soybeans, feed grains "1971 through 1977". 
for which there is a set-aside program in ef- Reduction in Wheat Stored To Avoid 
feet, guar, castor beans, cotton, triticale, oats, Penalty 
rye, or such other crops as the Secretary may (14) Section 407 of the Agricultural Act 
deem appropriate considered as devoted to of 1970 is amended by adding at the end 
the production of wheat to such extent and thereof the following: "Notwithstanding the 
subject to such terms and conditions as the foregoing, the secretary may authorize re
Secretary determines will not impair the ef- lease of ·wheat stored by. a producer under 

. fectlve operation of the program. ti 
"'(2) Notwitlistanding the provisions of sec on 379c(b) of the Agricultural Adjust-

subsection (b) ( 1) • no farm allotment shall ment Act of 1938, as amended, prior to the 
be reduced or lost through failure to plant 1971 crop, whenever he determines such re
the farm allotment, if the producer elects not lease will not significantly affect market 
to receive payments tor the portion of the prices for wheat. As a condition of release, 
farm allotment not planted, to which he ·the Secretary may require a refund of such 
would otherwise be entitled under the pro- . portion of the value of certificates received 
visions of section 107(c) of the Agricultural in the crop year the excess .wheat was pro
Act of 1949.'" . - duced as he deems appropriate considering 
Repeal of Processor Certificate Requirement the period of time the excess wheat has been 

(10) Section 403 is amended by inserting in storage and the need to provide fair and 
" (a)" after the section designation and by equitable treatment among all wheat pro
inserting at the end thereof the following: gram participants.''. 

•• (b} Sections 379d, S79e, 379f, 379g, 379h, 
8791, and 379j of the Agricultural Adjust- Application of the Agricultural Act of 1949 
ment Act of 1938 (which deal with marketing (15) Section 408 is amended by striking 
cenlficate requirements for processors and out "1971, 1972, and 1973" and inserting 
exporters) shall not be applicable to wheat "1971 through 1977". 

' 
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Commodity Credit Corporation Sales Price 
Restrictions 

(16) Section 409 is aznejded. by striking 
out "1971, 1972, and 1973" and inserting 
"1971 through 1977". 

Set-Aside on Summer Fallow Farms 
(17) Section 410 is amended by striking out 

"1971, 1972, and 1973" and inserting "1971 
through 1977". 

FEED GRAIN PROGRAM 
(18) Effective only with respect to the 

1974 through 1977 crops of feed grains, sec
tion SOlis amended by-

( A) striking out that portion through the 
first colon and section 105 (a) of the Agri
cultural Act of 1949, as it appears thereln, 
and inserting the following: 

"SEc. 501. (a) Effective only with respect 
to the 1971 through 1977 crops of feed grains, 
section 105(a) of the Agricultural Act of 
1949, as amended, is further amended to read 
as follows: 

"'SEc. 105. Notwithstanding any other pro
vision of laws--

" • (a) (1) The Secretary shall make avail
able to producers loans and purchases on 
each crop of corn at such level, not less than 
$1.19 per bushel nor in excess of 90 per cen
tum of the parity price therefor, as the Secre
tary determines will encourage the exporta
tion or feed grains and not result in excessive 
total stocks of feed grains in the United 
States. 

"• (2) The Secretary shall make available 
to producers loans and purchases on each 
crop of barley, oats, and rye, respectively, 
at such level as the Secretary determines is 
fair and reasonable in relation to the level 

•. that loans and purchases are made available 
for corn, taking into consideration the feed
ing value of such commodity in relation to 
corn and the other factors specified in sec
tion 401 (b), and on each crop of grain sor
ghums at ·such level as the Secretary deter
mines is fair and reasonable in relation to 
the level that loans and purchases are made 
available for corn, taking into consideration 
the feeding value and average transportation 
costs to market of grain sorghums in relation 
to corn.'." 

(B) adding at the end thereof the follow
ing: 

"(b) Effective only with respect to the 1974 
through 1977 crops of feed grains, section 
105 (b) of the Agricultural Act of 1949, as 
amended, is further amended to read as 
follows: 

"'(b) (1) In addition, the Secretary shall 
make available to producers payments for 
each crop of corn, grain, sorghums, and, if 
designated by the Secretary, barley, com
puted by multiplying (1) the payment rate, 
times (2) the allotment for the farm for 
such crop, times (3) the yield established for 
the farm for the preceding crop with such 
adjustments as the Secretary determines 
necessary to provide a fair and equitable 
yield. The payment rate for corn shall be 
the amount by which the higher of-

" '(1) the national weighted average mar
ket price received by farmers during the first 
five months of the marketing year for such 
crop, as determined by the Secretary, or 

"'(2) the loan level determined under sub
section (a) for such crop 
is less than the established price of $1.38 per 
bushel, adjusted for each of the 1975 
through 1977 crops to reflect any changes in 
the index of prices paid by farmers for pro
duction items, interes~ taxes, and wage 
rates: Provided, That any increase that 
would otherwise be made in the established 
price to reflect a change in the index of 
prices paid by farmers shall be adjusted to 
reflect any change in (i) the national aver
age yield per acre of feed grains for the three 
calendar years preceding the year for which 
the determination is made, over (11) the na
tional average yield per acre of feed grains 

for the three calendar years preceding the 
year previous to the one for which the deter
mination is made. The payment rate for 
grain sorghums and, if designated by the 
Secretary, barley, shall be such rate as the 
Secretary determines fair and reasonable in 
relation to the rate at which payments are 
made available for corn. If the Secretary de
termines that the producers on a farm are 
prevented from planting or if planted, pre
vented from harvesting any portion of the 
farm acreage allotment to feed grains or 
other nonconserving crop, because of 
drought, flood, or other natural disaster or 
condition beyond the control of the producer, 
the rate of payment on such portion shall be 
the larger of (A) the foregoing rate, or (B) 
one-third of the established price. 

"• (2) The Secretary shall, prior to Janu
ary 1 of each calendar year, determine and 
proclaim for the crop produced in such cal
endar year a national acreage allotment for 
feed grains, which shall be the number of 
acres he determines on the basis of the esti
mated national average yield of the feed 
grains included in the program for the crop 
for which the determination is being made 
will produce the quantity (less imports) of 
such feed grains that he estimates will be 
utilized domestically and for export during 
that marketing year for such crop. U the 
Secretary determines that carryover stocks 
of any of the feed grains are excessive or an 
increase in stocks is needed to assure a de
sirable carryover, he may adjust the feed 
grain allotment by the amount he deter
mines will accomplish the desired decrease or 
increase in carryover stocks. State, county, 
and farm feed grain allotments shall be es
tablished on the basis of the feed grain allot
ments established for the preceding crop (for 
1974 on the basis of the feed grain bases 
established for 1973), adjusted to the extent 
deemed necessary to establish a fair and 
equitable apportionment base for each State, 
county, and farm. Not to exceed 1 per cen
tum of the State feed grain allotment may be 
reserved for apportionment to new feed grain 
farms on the basis of the following factors: 
suitability of the land for production of feed 
grains, the extent to which the farm oper
ator is dependent on income from farming 
for his livelihood, the production of feed 
grains on other farms owned, operated, or 
controlled by the farm operator, and such 
other factors as the Secretary determines 
should be considered for the purpose of es
tablishing fair and equitable feed grain 
allotments. 

" • (3) If for any crop the total acreage on a 
farm planted to feed graius included in the 
program formulated under this subsection is 
less than the feed grain allotment for the 
farm, the feed grain allotment for the farm 
for the succeeding crops shall be reduced by 
the percentage by which the planted acreage 
is less than the feed grain allotment for the 
farm, but such reduction shall not exceed 
20 per centum of the feed grain allotment. 
If no acreage has been planted to such feed 
grains for three consecutive crop years on 
any farm which has a feed grain allotment, 
such farm shall lose its feed grain allotment: 
Provided, That no farm feed grain allotment 
shall be reduced or lost through failure to 
plant, if the producer elects not to receive 
payment for such portion of the farm feed 
grain allotment not planted, to which he 
would otherwise be entitled under the pr<?
visions of this Act. Any such acres eliminated 
from any farm shall be assigned to a na
tional pool for the adjustment of feed grain 
allotments as provided for in subsection 
(e) (2). Producers on any farm who have 
planted to such feed grains not less than 90 
per centum of the feed grain allotment shall 
be considered to have planted an acreage 
equal to 100 per centum of such allotment. 
An acreage on the farm which the Secretary 
determines was not planted to such feed 

grains because of drought, flood, or other 
natural disaster or condition beyond the con
trol of the producer shall be considered to be 
an acreage of feed grains planted for harvest. 
For the purpose of this paragraph, the Sec
retary may permit producers of feed grains 
to have acreage devoted to soybeans, wheat, 
guar, castor beans, cotton, triticale, oats, rye, 
or such other crops as the Secretary may 
deem appropriate, considered as devoted to 
the production of such feed grains to such 
extent and subject to such terms and 
conditions as the Secretary determines will 
not impair the effective operation of the 
program.'." 

(C) striking out "1971, 1972, 1973" where it 
appears in that part which amends section 
105(c) (1) of the Agricultural Act of 1949 
and inserting "1971 through 1977", and by 
amending the second sentence of section 105 
(c) (1) to read as follows: "U a set-aside of 
cropland is in effect under this subsection 
(c), then as a condition of eligibility for 
loans, purchases, and payments on corn, 
grain sorghums, and, if designated by the 
Secretary, barley, respectively, the producers 
on a farm must set aside and devote to ap
proved conservation uses an acreage of crop
land equal to (i) such percentage of the feed 
grain allotment for the farm as may be spec
ified by the Secretary, plus, if required by 
the Secretary (ii) the acreage of cropland 
on the farm devoted in preceding years to 
soil conserving uses, as determined by the 
Secretary." 

(D) amending the third sentence of sec
tion 105(c) (1) to read as follows: "The Sec
retary is authorized for the 1974 through 
1977 crops to limit the acreage planted to 
feed grains on the farm to a percentage of 
the farm acreage allotment.", 

(E) striking out paragraphs (1) and (3) 
of subsection (e) , and striking out all of 
subsection (g), 

(F) inserting after the second sentence of 
section 105(c) (3) the following: "The Sec
retary may, in the case of programs for the 
1974 through 1977 crops, pay an appropriate 
share of the cost of practices designed to 
carry out the purposes of the foregoing sen
tences." 

COTTON PROGRAM 
Suspension of Marketing Quotas for Cotton, 

Minimum Base Acreage Allotment 
(19) Section 601 is amended by-
(A) striking out "1971, 1972, and 1973" 

wherever it appears therein and inserting 
"1971 through 1977", 

(B) striking "1970, 1971, and 1972" from 
paragraph (2) and inserting "1970 through 
1976", 

(C) effective beginning with the 1974 crop, 
striking out the following from section 
344(a) in section 601 "for which a farm base 
acreage allotment is established (other than 
pursuant to section 350(e) (1) (A))", 

(D) striking "1974" from paragraph (3) 
(1) and inserting "1978", and by striking 
"1972 and 1973" from paragraph (4) and 
inserting "1972 through 1977", 

(E) effective beginning With the 1974 crop, 
adding at the end of section 350(a) in para
graph (4) of section 601 the following: "The 
national base acreage allotment for the 1974 
through 1977 crops shall not be less than 
eleven million acres.", 

(F) effective beginning with the 1974 crop, 
striking "soybeans, wheat or feed grains" 
from the last sentence or section 350(e) (2) 

in paragraph (4) of section 601 and inserting 
"soybeans, wheat, feed grains, guar, castor 
beans, or such other crops as the Secretary 
may deem appropriate", 

(G) effective beginning with the 1974 crop, 
striking the words "an adjoining" in the first 
sentence of section 350(h) as found in para
graph (4) of section 601, and inserting in lieu 
thereof "any other nearby", 

(H) effective beginning with the 1974 crop, 
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striking subsection 3'5"0(g'-) in pa:ragrap'h ·~4' 
of section 601 and redesignating ·subsectwn 
(h) as subsection '(g). 

:Cotton Production Incentives 
•(20) Section r602 is amended ib.y-
(A) striking "1971, 1972, a~d 1.9~..3" ~_her

ever it ap_pear-s !therein and .mser,ting a9'11 
through .1977", by .striking ":the .l9'l2 .or J.973 
crop" where lt appears in tha:t pal't rummd
ing section 103(e) .(~) of tne Agricultural Act 
of 19'49 'and inserting "a.ny of 'tllte \1.97~ 
through 197'7 'crops", and by :str'ik!tng ~ut 
"aCTeage 'WOI'ld price" in 'that part -amendmg 
section r.1. 03 (e.) (1) 'Of the !Agria.ultura.i ~-ct 'Of 
194H, and substituting ''average 'PriUe •Of 
American 'Cottton 'in world •ma-rK:et5''; 

(B) 'in 'lftla:t part 'amending <sec'tion n;~3 ~ll.) 
(1') of the 1\:griicultural Act of ::1.'9~9 :Striking 
out ''\two-year .Period" 'VIhene¥er ii't "Rpp.ears 
therein and substituting "three-year period"; 
and by striking -out 'that part beginning with 
"except tthat., in ilhe firSt sentence and. sub
stituting "excep't that if the loan 'l'ate so 
ca1culated is hlgher than the then current 
level of average world prices .for American 
cotton of such quality, the Secretary ils au
thorized to adjust the cu:rren't'Caloulatea loan 
rate for co1itcn to 90 J>er centum of the thlln 
current a-verage world price."; 

'(C) ·e:ffecti:ve fb'eginnlng with •the 1~114 crop, 
amending section 103(e) (2) uf the .Agricul
tural Ac't of 1"949 as it appears ln such sec
tion 602 to read as foTiows: 

.. '(2) iPa.yme:nts shall be ma'de1for ea.cn •crop 
df cotfton !to -the producers on each farm at 
a .rate ,equal!. ~o the amount by which <the 
higher of-

"(a:) the average market price received by 
farmers for upland cotton during the -cal~n
dar year which mcludes the first five mon'ths 
df •the marketing year for such <erop, as de-
11ermined by trre Secretary, ror 

"(2) tthe loan level determined ·under1pa.ra.
graJ>"1l (IJ.) Ior sucn crop 
is less ':than the -establishlld :price of ·as ~cents 
pllr pound adjusted for each of the 1.9?5 
through 1977 crops to refiect a-ny change-s ·rn 
the imlex of prices :paid by farmers -for pro
duction items, Interest, taxes, and wage rates: 
Provided 'That any increase that wcnild 
otherwis~ be made in the established prtce 
to re'flect a change in thllindex of price-s paid 
by farmers ·shall be adjusted ·to refiect any 
change in (i) the national average yield per 
acre 'Of cot'ton for the three calllndar years 
preceding 'the year for which the detern:rtna
tion is made, uver (11) the national average 
yield per acre elf cotton for the three -calen
dar years preceding the year previous to the 
one for which the determination is made. U 
the SeCTe'tary determines that the producers 
on a. farm are prevented from planting, or 
if planted, prevented from harvesting any 
portion of 'the allotment to cotton, because 
of drought, flood, or other natural disaster, 
or condition beyond the contrdl of the pro
ducer, the rate of payment for sueh por'tion 
shall be the larger of (:A) the foregoing Tate, 
or (B) one-third of the established price. 
The payment rate with respect to trre '?ro
ducer who (i) is on a. small farm (that rs, a. 
farm on whtch 'the base acreage allotment is 
ten acres or less, or on which the yield "Used 
in making payments times the farm base 
acreage allotment is five thousand pounds 
or less, and for which the base acreage a.ll~t
rnent has not been reduced under section 
350(a) '), (ii) Tesines an such farm, and (iii) 
derives his principal income from cotton 
produced on such 'farm, shall be increased 
by 30 per centum; but, notwi't'hstanding 
paragraph (3'), such increase shall be made 
only with respect to his share ~f cotton 
actually harvested on such farm Within the 
quan'bit;y specified in paragraph (3) .... 

(D) effective beginning with 'the 197~ crop, 
section 10"3 ("e·) (3•) of the Agricultma.'l Aet 'Of 
1949 'is ame:nEled (A) QY striking out all of 
the flrs't -sentence after the word "'nnlltipl'y-
1ng"' and <substitltting '' the farm base acre-
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age allotment for the farm for 'the crop b!, 
the average ·yie1d-l!stablished tfor ~e farmer. 
and (B) by striking .out the 'SB.cond sentence, 

JE) the fou.nth .sentence of section 103(-e) 
(4) ,(A) of the Agricultural Act o! 1949 a.s 
found ln saction 602 is amended to :read as 
follows.: "'Dhe Secretary shall permit .pro
ducers to .plant .and graze on set-aside .acre
age .sweet .sorghum, and 1ihe Se.or.ataT.Y ImlcY 
permit, subject to.suah tenns and conditions 
a.s he m.ay pr.escrihe, all or an.Y .of the _set
a..side _acreage to :be devo.ted to hay and £raz
ing or the production oi gua.r, ~esame, saf
flower sunflow.er, castor beans, .mustard 
seed, ~r.ambe, .plantago L>vato., fiaxseed., triti
cale, oats, .ry.e, nr other com.modit.Y, if he de
termines 1;1lat sucll production is needed .to 
pro:vide .an adequate supply, ls not likely ·to 
increase t:he .cost of the price-support pro
gram, and will _not adversely alfect .farm .in
come.' 

(F) inserting after the second sentence of 
section 103 (e) ~ 5) of the Agricultural Act .oi 
1949 as it appears in such section 602 'the 
following; .. The Secretm-y may in the case 
oi programs for the 1..974 'through 1.975 crop~ 
pay an approp.r.iate share of 'the cost of prac
tices designed 'to carry out 'the purposes of 
the foregoing sentences." 
Commodity Credit Corporation Sa1es 'Price 

Restrictions for Cotton 
(21~ 'Section '603 is amended b_y striking 

out "1974" and inserting "1978", and by de
le'tin_g .. 110 per cen'tum., and lnserting in lieu 
thereof .. ll5 per centum". 

Miscellaneous ,Cotton P.rovlsions 
(22) Sections l'6.M. :605, 606, an.d 607 are 

each .amended by •striking ..ou't '19'71, 19CZ2. 
and 1973" and inserting "1971 through 1.977~" 

Cotton Mal'ke't De:velopment 
'(23) Section 610 is amended by inserting 

after the words 'sh-a1i 'be"' in the second sen
tenee the 'following -words "10 m.illton dol
lars." and by striking the balance of sa1d 
sentence and further by striking out "'19'12 
and 197a" and inserting "1972 through 197'1" 
in the third sent.ence. 

Cot:ton Insect Eradication 
(24,) Title VI is amended •by adding .at the 

end th.ereof ,the -!G:I.lawin_g : 
' :SEc. 61L .Section 104 of the Agricultural 

Act of 1949, as .amended. ls amended l>y add
ing a new subsection (.d) as follows: 

"'(d) In order ,to l'educe cotton production 
costs. to prevent the movement of certain 
cotton plant insects t.o areas not now in
fected, and to enhance th.e quality of the 
env.iron.m_ent, th.e Secretary .is authorized .and. 
directed to cauy out ,programs .to .destroy 
and eliminate cotton holl w..eevils .in inf.este.d 
areas of the United States as provided herein 
and to carry out 'simila-r program-s with re
spedt to pink 'bollworms or any other ma.jor 
cotton insect 1f the Secre'tary determines 
that .metllods and .systems' have been devel
oped to lthe point 'that sttccess in eradication 
of such insects is assured. The Secretary 
shall carey out 'the .eradication programs au
thorized by "this tSubsedtion through the 
Commodity Credit Corporation. In carrying 
out insect eradi-cation projects, the Secretary 
shall utilize the te.chnicaJ. and rela.ted .ser:v
ices of appropriate .Federal., .State, privat.e 
agencies, and cotton cn:ganiza:tions. Pra.dnoox:s 
and 1a.ndowneu in an eradication zone, .as .es
tablished by .the .Secretar;y, and who .are re
ceivlng benefits .from any .program .adJ:ninjs

tered by the United .States Department .of 
Agriculture, snall, as a condition of receiving 
or continuing any such benefits, participate 
in and cooperate with the eradication project. 
as -specified in regulations of the Secretary. 

' 'The Secretary'ID.ay lssue.such regulations 
as "he deems necessa.z:y to enforce the pro
visions oT this section wltll respect to achiev
ing the compliance of .Producers and land
owners Who are not .re:ce1vi:qg benefits i"rom 
any progJ:am administered by the United 
States Department df Agriculture. Any per-

sun Who knowingl.Y violates any such regu
lation promulgated by ~he Secre·ta.ry under 
this subsee'bion 'Il'l:ay be assessed a civil 
p·enalty of not to ,exeeed ($5,000 for 'eacn 
offense. 'No civil ·pena1ty shall be assessed 
unless lthe p-ers:o~ .slaalJ. have lbe:en given 
notice and ~r.tun:i1;y .form. heming :on -such 
charge in the .count,Y .. pru:.ish, or incorporated 
cit.Y of the residence of tire person charged. 
In uetenmnlng 1:he mnoun.t of :the _plln~l'ty 
thll 'Secretary 'Slmn consider 11he -appropriate
ness of such penalty to the s1ze df the 
business of he person 'Charged, i'Che effect on 
the ipel".SOD!s .ab:ili.ty 1w ~eon:tinue lin business, 
and the gxav1ty of •the wiJ:>la.tion. Whme .sve
cial meas.u.nes ..deeme.d essential !to achieve
ment .o! the tez:adiC3ltion obj.eeti:ve <ATe i'taken 
b;y the project •and r.es.ult in _a loss of pr.oduo
tlon and inc.ome .to ltlhe prodncet, 1tlhe Seer~ 
tary .slmll provide re:a..sanable ..and e_cpii.ta.bl:e 
in.d.emnlfi.nation .from .fumds avail.l1Jll:e for the 
prL>je.ct, a.nn Also rpm:v.ide for a.p ropma.te prn
teotton :of the aJJ:otmen.t. acreage !story., ;an; 
av..erage Wield ..!.or :the :farm. 'illhe cost of :the 
progrmn in each iera.dic:a:tion ·zone :Shall .be 
determlnM, and entton producers :d.n ,the 
zone Shall be ..requil:ed to pay up 'to :one-half 
thereat, wr'tih tt:he exact hare in re en ·zone 
anea Ito he ~oified by llhe ecr.e'tar;y U'pQ 
his .finding that :suen rShare is reason:a,ble 81rrd 
equi'tabre bned n ·trop.UJ.ation level:s .df the 
targe'l; insect d rtne ocregree Of :CDntrdl mem;
ur:e.s normBilly !l"equlred. lEach produeel"s "PTO 
r&ta Share Sha.TIIbe ;deftuo'ted from 'liis eattmt 
paym.ent -under /this A·ct nr 'Otherwlse col
lected, ·as provided in l'egula.'tions coT he Sec
retary . .Insofar as pra.etic&ble, cot)ton pro
ducel:s ·and deher J>er£ons engaged in ~ectt'ton 
produdtiion in tthe ;eradication zon-e shall 'be 
employed Ito palftieipa't;e 'in 1lhe work ·cif "thll 
project .in such ·zone. Funding df 'thll pro
gram shlill be ·termina'tred a't 'Sucn "time 1m 
the Secretary determines and Teports to too 
Congress it'h-at COOllplete -eradi-ca.'tion of 'the 
insects for whl-ch progra-ms are <Inderta.K:lln 
pursuant to 'tihls ·subsec'tton has been accom
pUshed. Funds in 'Custody of agen:cies 'Carry
ing out iblre program. 'shall, upon "tennination 
of sueh jJI"Ogram, be -accounted for 'to "th.e 
Secretary Ior ap_proprmte uis.,ositian. 

n 'll'he Secretary is "authorized to cooperate 
with the 'Governnren't 'Of Mm:ico in carz:ying 
out operations or measure·s in 'Miexico WhlCh 
he de-em:s IDecessary and 'feasible 'to prevent 
the movement ·in'to 1lhe 'U'nited S'ta'tes from 
Mexico o'f any insects eradicated 'tlntler the 
provisions o'! 'this subsec1iion. The measure 
and r:ba.ra.cter df COOJ)llraticm carried out un
der 1m is ubseebian on 'tih:e pM't df. the United 
Startes and on the part o'f the 'Governmllnt 
of Mexico, .ine1uding ltne expenditure or 'USe 
of funds made available by ilhll Secretacy 
under .bh.is :snbse.c't:ion, shan be suoh as may 
be prescribed by th:e Becl!etaey. Arrangements 
for 'the cooperaticrn authorized 'by this sub
section shall be matie :through ;and in con
sulta.tion with the Seeretary of State. 'I!ll:ere 
are hereby authorize·d to be appropriated 1t 
the Commodity Credit Corporation suab..sums 
as th.e Congress nmy from tim.e to 'time "de
termine to be necess~.Y to ear.ry out tl1he 
purposes of this subsection.'." 

(25) Section 374(a.) of the Agticult:ure Ad
justment Act or 19'38, as amended, 1s hereby 
amendeEI 'by adding thll following new sen
tence: .. 'Where ·eotton is planteEI in skiprL>W 
pa1iterns, the -sa1ne rules that were in effect 
for the 19"71 'thrO'tlgh 1973 crops for classil'y
ing 1t1le aereage planted to cotton -and the 
area skipped sha.11 a1so apply to rthe 197~ 
through 977 crop-s." 

PUBL'IC LAW 4:lJD 
(26) 'Title VII .is .ame.nded-
(A) b_y str.lking .out "J.973" and .insert;ing 

"1977" in section 701.; .and 
JB,) by adding a.n.ew.section 7.03 as fol.J.ows.: 
"SEc. 703. Title IV of such .Act J.s .a.me.nd.ed 

by adding at the -end thereL>.f \the following-.: 
"'SEc . .411. No agticultur.al commodities 
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shall be sold under title I or title III or do
nated under title II of this Act to North 
Vietnam, unless by an Act of Congress en
acted subsequent to July 1, 1973, assistance 
to North Vietnam is specifically authorized.' " 

MISCELLANEOUS PROVISIONS 
(27) Title VIII is amended as follows: 

Beekeeper Indemnities 
(A) Section 804 is amended by striking out 

"December 31, 1973" and inserting "Decem
ber 31, 1977". 

Export Sales Reporting 
(B) By adding the following new sections: 
"SEc. 807. All exporters of wheat and wheat 

fiour, feed grains, on seeds, cotton and _ . .rod
ucts thereof, and f'ther commodities the 
Secretary may designate produced in the 
United States shall report to the Secretary of 
Agriculture, on a weekly basis, the follow
ing information regarding any contract for 
export sales entered into or subsequently 
modified in any manner during the reporting 
period: (a) type, class, and quantity of the 
commodity sought to be ei>.-ported, (b) the 
marketing year of shipment, (c) destination, 
if known. Individual reports shall remain 
confidential but sha:l be compiled by the 
Secretary and published ln compilation form 
each week following the week of reporting. 
All exporters of agricultural commodities 
produced in the United States shall upon re
quest of the Secretary of Agriculture immedi
ately report to the Secretary any information 
with respect to export sales of agricultural 
commodities and at such times as he may re
quest. Any person (or corporation) who 
knowingly fails to report export sales pur
suant to the requirements of this section 
shall be fined not more t!!an $25,000 or im
prisoned not more than one year, or both. 
The Secretary may suspend the requirement 
for publishing data with respect to any com
modity or type or cl&ss thereof during any 
period in which he determines that there is a. 
domestic supply of such commodity substan
tially in excess of the quantity needed to 
meet domestic requirements, and that total 
supplies of such commodity in the exporting 
countries are estimated to be in surplus, and 
that anticipated exports will not result in 
excessive drain on domestic supplies, a.nd 
that to require the reports to be made will 
unduly hamper export sales. Such suspension 
shall not remain in Effect for more than sixty 
days unless extended by the Secretary. Ex
tensions of such suspension, if any, shall also 
be limited to sixty days each and shall only be 
promulgated if the Secretary determine'" that 
the circumstances at the time of the com
mencement of any extension meet the con
ditions described herein. 

"SEc. 808. The Secretary shall, within sixty 
(60) days from the enactment of this Act, 
submit to the Congress a detailed report in
dicating what steps are being taken to im
plement the recommendations of the Comp
troller General of the United States in his 
Report to the Congress dated July 9, 1973, 
entitled Russian Wheat Sales and Weak
nesses in Agriculture's Management of Wheat 
Export Subsidy Program (B 176943). 

"Wheat and Feed Grains Research 
.. SEc. 809. In order to reduce fertilizer and 

herbicide usage in excess of production needs, 
to develop wheat and feed grain varieties 
more susceptible to complete fertilizer utlli
za.tion, to improve the resistance of wheat 
and feed grain plants to disease and to en
hance their conservation and environmental 
qualities, the Secretary of Agriculture is au
thorized and directed to carry out regional 
and national research programs. 

"In carrying out such research, the Sec
retary shall utilize the technical and related 
services of the appropriate Federal, State, 
and private agencies. 

"There is authorized to be appropriated 
such sums as may be necessary to carry out 

the provisions of this section, but not more 
than $1,000,000 in any fiscal year. 

"Emergency Reserve 
"SEc. 810. (a) Notwithstanding any other 

provision of law, the Secretary of Agricul
ture shall under the provisions of this Act 
establish, maintain, and dispose of a separate 
reserve of inventories of wheat, feed grains, 
and soybeans for the purpose of alleviating 
distress caused by a. natural disaster. 

"Such reserve inventories shall include 
such quantities of grain that the Secretary 
deems needed to provide for the alleviation 
of distress as the result of a natural disaster. 

"(b) The Secretary shall acquire such 
commodities through the price support pro
gram. 

" (c) Except when a. state of emergency 
has been proclaimed by the President or by 
concurrent resolution of Congress declaring 
that such reserve should be disposed of, the 
Secretary shall not offer any commodities in 
the reserve for sale or disposition. 

"(d) The Secretary is also authorized to 
dispose of such commodities only for ( 1) use 
in relieving distress (a) in any State, the 
District of Columbia, Puerto Rico, Guam, or 
the Virgin Islands and (b) in connection 
with any major disaster determined by the 
President to warrant assistance by the Fed
eral Government under Public Law 875, 
Eighty-first Congress, as amended (42 U.S.C. 
1855 et seq.), or (2) for use in connection 
with a state of civil defense emergency as 
proclaimed by the President or by concurred 
resolution of the Congress in accordance 
with the provisions of the Federal Civil De
fense Act of 1950, as amended (50 U.S.C. 
App. 2251-2297). 

"(e) The Secretary may sell at an equiv
alent price, allowing for the customary loca
tion and grade price differentials, substan
tially equivalent quantities in different loca
tions or warehouses to the extent needed to 
properly handle, rotate, distribute, and 
locate such reserve. 

"(f) The Secretary may use the Commodity 
Credit Corporation to the extent feasible to 
fulfill the purposes of this section; and to 
the maximum extent practicable consistent 
with the fulfillment of the purposes of this 
section and the effective and efficient ad
ministration of this section shall utilize the 
usual and customary channels, facilities, and 
arrangements of trade and commerce. 

"(g) The Secretary may issue such rules 
and regulations as may be necessary to carry 
out the provisions of this section. 

"(h) There is hereby authorized to be ap
propriated such sums as may be necessary to 
carry out the purposes of this section. 

"Imported Commodities 
"SEC. 811. Notwithstanding any other pro

visions of this Act, the Secretary shall en
courage the production of any crop of which 
the United States is a net importer a.nd for 
which a price support program is not in ef
fect by permitting the planting of such crop 
on set-aside acreage and with no reduction 
in the rate of payment for the commodity. 
"Emergency Supply of Agriculture Products 

"SEc. 812. (a) Notwithstanding any other 
provision of law, the Secretary of Agriculture 
shall, under the provisions of this Act, assist 
farmers, processors, and distributors in ob
taining such prices for agricultural products 
that an orderly, adequate and steady supply 
of such products will exist for the consumers 
of this nation. 

"(b) The President shall make appropriate 
adjustments in the maximum price which 
may be charged under the provisions of 
Executive Order 11723 (dated June 13, 1973) 
or any subsequent Executive Order !or any 
agricultural products (at any point in the 
distribution chain) as to which the Secre
tary of Agriculture certifies to the President 
that the supply of the product will be re
duced to unacceptably low levels as a result 

of the freeze or subsequent modification 
thereof and that alternative means for in
creasing the supply are not available. 

"(c) Under this section, the term 'agricul
tural products' shall include meat, poultry, 
vegetables, fruits and all other agriculture 
commodities.'' 

(28) By adding the following new title X: 
"TITLE X-RURAL ENVIRONMENTAL 

CONSERVATION 
"SEc. 1001. Notwithstanding any other pro

vision of law, the Secretary shall carry out 
the purposes specified in clauses ( 1) , ( 2) , 
(3), (4), and (6) of section 7(a.) of the Soil 
Conservation and Domestic Allotment Act, as 
amended, section 16(b) of such Act, and in 
the Water Bank Act (16 U.S.C. 1301 et seq.) 
by entering into contracts of three, five, ten, 
or twenty-five years with, and at the option 
of, eligible owners and operators of land as 
determined by the Secretary and having such 
control as the Secretary determines to be 
needed on the farms, ranches, wetlands, for
ests, or other lands covered thereby. In addi
tion, the Secretary is hereby authorized to 
purchase perpetual easements to promote 
said purposes of this Title, including the 
sound use and management of fiood plains, 
shore lands, and aquatic areas of the Nation. 
Such contracts shall be designed to assist 
f.arm, ranch, wetland, and nonindustrial pri
vate forest owners and operators, or other 
owners or operators, to make, in orderly pro
gression over a period of years, such changes, 
if any, as are needed to effectuate any of the 
purposes specified in clauses (1), (2), (3), 
(4), and (6) of section 7(a) of the Soil Con
servation and Domestic Allotment Act, as 
amended; section 16(b) of such Act; the 
Water Bank Act (16 U.S.C. 1301 et seq.); in 
enlarging fish a.nd wildlife and recreation 
sources; improving the level of management 
of nonindustrial private forest lands; and in 
providing long-term wildlife and upland 
game cover. In carrying out the provisions of 
this title, due regard shall be given to the 
maintenance of a continuing and stable sup
ply of agricultural commodities and forest 
products adequate to meet consumer demand 
at prices fair to both producers and consum
ers. 

"SEc. 1002. Eligible landowners and opera
tors for contracts under this title shall fur
nish to the Secretary a plan of farming op
erations or land use which incorporates such 
practices and principles as may be deter
mined by him to be practicable and which 
outlines a schedule of proposed changes, if 
any, in cropping systems or land use and of 
the conservation measures which are to be 
carried out on the farm, ranch, wetland, 
forests, or other land during the contract 
period to protect the farm, ranch, wetland, 
forests or other land and surrounding areas, 
its wildlife, and nearby populace and com
munities from erosion, deterioration, pollu
tion by natural a.nd manmade causes or to 
insure an adequate supply of timber and 
related forest products. Said plans may also, 
1n important migratory waterfowl nesting 
and breeding areas which are identified in a 
conservation plan developed in cooperation 
with a soil and water conservation district in 
which the lands are located, and under such 
rules and regulations as the Secretary may 
provide, include a schedule of proposed 
changes, if any, to conserve surface waters 
and preserve and improve habitat for migra
tory waterfowl and other wildlife resources 
and improve subsurface moisture, including, 
subject to the provisions of section 1001 of 
this title, the reduction of areas of new land 
coming into production, the enhancement 
of the natural beauty of the landscape, and 
the promotion of comprehensive and total 
water management study. 

"SEc. 1003. (a.) Approved conservation 
plans of eligible landowners and operators 
developed in cooperation with the soil and 
water conservation district or the State 
forester or other appropriate State official in 
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:which their lands are situated shall form a 
basis for contracts under this title. Under 
tlle contmct the landowner(()r .opera.tor .shall 
.agree-

" ( 1) to effectuate the plan .for his farm, 
ranch, forest, wetland, or other land sub
.stant.ially in accm:dance with the schedule 
outlined therein; 

" ,(2.) ro forfeit all rights to further pay
ments or grants under the contract andre
fund to the United .states all payments or 
grants >recemed theraunder upon hls viola
tion of the contract at any stage during the 
time he has control .of the land if the .Sec
retary., after considering the .recmnmenda
<tions .of the .Soil and Water Conser:vation 
District Board, or the state forester or other 
appropriate official in a contract •entered into 
under .the pnovisions of section 1009 of this 
tnae. determines that such violation .is of 
such a nat.uz:e as to warrant terllli:nation -of 
the contract, -or to .make ..refunds or accept 
such tPayment adjustments as 'the Secretary 
mi\Y deem a,ppropriate if he determines that 
the ~iolatlon .by the owner or operator .does 
not wauant .tenmination of the .contract; 

.... f3 :qpon 'trnns!er of his right and ,interest 
in the <rarm, xancb,, .forest. wetland, or other 
land during the contract ,period to forfeit all 
rights ·to further payments or grants 11nder 
the contract and refund to the United -states 
an ipay;m:ents <or grants recei:uetl thereunder 
unless ttftle tra.nsferee rof any such land agrees 
w.ftih ttlh-e Secretary to assume all obiigations 
of the :c.ont.ract; 

"\ 4~ no"t Ito adopt any practice specified by 
the Secr:etary .in the contract as .a p:ra·ctice 
which would ":trend to defeat the .purposes :of 
the contract; 

·••t{5l) 'to cony>ly -with all applicable Federal, 
State, tOr lacal 'laws, ami Tegulations, includ
mg-tthose go:veJ:nin_g .en vlrnnxn-ental protection 
and .noxious 'Wlre.d -abatement; and 

" ·( 6J) .to :snch .a"dditional provisions ·as rthe 
Secmetar.y determines .a.re desirable and in
cludes in the contract to effectuate the pur
poses •of the prDgram or to facilitate the prac
tical! cadministration of the program~ Pr..o
vided, 'll'ha:t all ·contracts entered 'into ~o 
effectuate the purposes of the Water Bank 
Act fer wetlands shall con.tam the fur:bher 
agreement of the owner or operator lthat .he 
shall not -draiD, .burn, ftll, or otherwise <de
stroy the wetland character of such areas. 
nor tUse .s:ach areas for agricultural ;purposes: 
And provided tru1·ther., 'That con.traots.entered 
into for the protection of wetlands to eiDmtm
ate the rpur_pos.es Df the W..ater .Bank Act may 
include w.etlandB covered by Federal or State 
go:vernme-nt -easement which permits a_gri
c.ultural use .. together with such adjaoeu.t 
areas as determined desirable .by .the Secre
tary_ 

"'l.b~ .In return for such a_greement b_y the 
landowner ..or operator the Secretary sh.all 
agree .to make ,;Payments in :a_ppr.opriate cir
aumst8inces fur the use .of land main.t.aine.d 
!or (Ccmservation purposes as -set ..for.:th dn this 
title, .and:share .the .cost of carryln,g out those 
conser.va:tion an:actices and measur.es set forth 
in the .contract for which he determines .that 
cost-sharing .is .a_ppropr-iate and in :the ,public 
interest. The portion of .such .cost (includ
ing labor:) to be shared shall 'be that -par.t 
wllich the Secretary determines is .necessary 
and ·app:ropx:iat.e to .efi:ectuate the ph3t51cal 
installation .of .the .conser.vat.ion tJ>r.ac.t.ices .and 
measUI:es !Ullder the .:contract, lbU:t, .in the •case 
of .a. .contl:.a.c.t .not entered into under an .ad
vertising anti bid procedure under 'the pro\71-
s1ons of section ll009(d) of this title, not 'less 
than 50 per centum '01' more than '75 per 
cen:tum rof ·the .actual -costs incu11red !by ~e 
owner or ·operator. 

"'•(c) 'Ube :Secretary may term1nate 'allY 
contt:ao't '\With "& llandowner nr opera'tor !by 
m'U'tual .agr-eement witlh 1Jhe \1\\mer or iOpella
tor if the Secretary determines ttha.'t ·such :ter
rmna1iion \Would be iin the -public intere~. a;nd 

·ay gree :to :such llnOdificatio tof CIDiitl!a-chs 
previously entered into as he may determine 

.to .be desirable ito oarr.Y ·out the JPllr.P.OSes of 
the program or facilitate the practical :ad
ministration thereof Q1' ilio a:coomplish -equi
table -treatme.n:t wi11h ;r.espeat to .other similar 
-conser;vation. land .use,, or ccn:m:nod.L.1iy pro
grams .administer..ed by the .Secretary. 

"SEc. 1004. The .Secretarff is &uthotized to 
make available .to ell,gible .:owners ,and qper
ators conservation materials including .seeds, 
.seed inoculants. .soil eondi tion.ing ..mat~. 
trees, plants, and, if he ,detel:mines it 1s ap
propriate .to the purposes of this .title., ferti
lizer and liming .materials. 

"SEc .1005.. (a,) Notwithstanding the pro
.visions .Df any other .title, the Secretarif .may 
establish IIllll.t1year .set-.aside .contracts for a 
period not to .ex.tend 1beyond the .:191:"7 crop. 
Producers agreeing to a multiyear set-aside 
agreement shall be :required :to dev:O:te !this 
acreage to vegeta'tive .cover capable ,_of main
tain~ itself throughout .such per.iod 'to ,pr.o
vide .soil pr.otection, water gua1ity enhanc:e
ment, wildllfe ,production, and the natural 
beaut_y. Grazing of 1iv.estock :under this :sec
tion shall he prohibited . . P.:roducers .en:tetlng 
into .agreements .under .this ·seetion Shall .also 
agree to comply with a1l applicable S'ta'te .and 
local law and regulation governing noxious 
:weed contro1.. 

"(b) "nle 'Secretary shall provide :cost
.sharing incentiv.es to .farm Dperators 'for sUCh 
cover .e-stablishment, whenever a ..mult1year 
contract is entered lnto .Dn .:all or a ;portion 
uf the set-aside a-creage. 

"SEc 10!16. The Secretary ;Shan issue .sucll 
regulations as 'he determines necessary 'to 
carry out "the provisions of this t1tle. 'The 
total acreage placed under .a:gr.eemen:ts which 
result in their re':tiremen:t 'from production 
in any -county ur loca1 community .shall in 
addition to the limitations elsewhere 'in 'this 
title be limited to a percentage cff 'the total 
eligible acreage in such county or loca'l -com
munity ·which "the 'Secretary determines 
would not adversely mrect the economy -of th-e 
county or local community. In 1ieterminin_g 
such percentage the SecretaTy -shall 'giVe 'ap
propriate consi-deration to the-productivi'ty:of 
the acreage being Tetired, if any, as com
pared 'to the average produ-ctivity of e~ble 
acreage in such county or local communicy 
which the Secretary "de-termines would not 
adversely affect the economy c:tf 1;he -county 
or local community. 

"SEc. 1"007. '(a) The Secretary 'a! ~grioul
ture shall -appoint an 1rdvisory boa:rd in -eaCh 
State to advise 'the state -committee of that 
State ('established under .section 8(b? of"the 
Soil Conservation and Domes.tic ruiotm:ent 
Act') .regarding the types of conservation 
measures that 'Should be "3pproved "to effedtu
ate the purposes a! 'fu"is title. 'The :Senretm:y 
sh"S.ll atppuin't at 1east 'Six indiVidua'ls 1i& ~he 
advisory boards of -each <state who 'B:re <espe
ciailly qualified by reason o'f edu'catiuD, 'train
in..g, and l!Xperience in t 'b:e fields .df -agrietil
ture, son, water, wilCilife, fish, -and ~gre5t 
management. Sald appointetl members :Sha11 
include, but not rbe limited ta, 'the State 'SOil 
conservationist, the 'State 'forester. 'tlhe State 
administrator af the water qualfty programs, 
and "the state willUtle -ai:lmirii:Strator or 1tlreiT 
designees-: Pravtded. 'That such board -shan 
limit 1ts -auvice to 1ft:re State eommft'te.es 1io 
1Jhe types o'! ·conserva'ticm measures tha'.t 
should be -approved affecting the water ba-nk 
program; the authorization 'to purcnase ]per
petual easements to _promote "t'he purposes :of 
tbis title, 'as -described in ·sec'tifon 1.'0U'.l cif 1lli.is 
1iitl~; the providing of long-term 'Upland game· 
cover; and the estab1lShmen't -and 'manage-· 
ment of approved practiices on multiyeaT ·set
aside con 'tracts as provided in 'Section 1U05 (df 

this title. 
'"'(b) ·The Se-cretary of .Agriculture., tllr.t>ugn 

the ·e.stab'lishment .of a na.tlonal advlsory 
boar to be named ln ·consUltation \W'i'th ttfhe 
Se-er~ of ith:e lln'tertor, 'Shall lreek 1ib:e -ad
vice -and -assiStance 'of !the propniate <llf
:8:cia1s of "!the .severa1 -sta't;es 'in .deveropmg 16 
programs under this title, especially in de-

~eloping guidelines !for (1') pro.viding tech
nic.aJ. assistance !or 1Wildlife -habitat improve
ment :Prac:tices, ;(2a <e:v.aluatingteff.ects on ·sur
rounding areas, { 3) considering aesthetic: 
walues, ,{-4) ·checking -oomplianae .by coopera
tar..s, and (:5,) ca.uy~ out prngrams of wild
life management .authm·ized under this title.: 
Provided~ That such .board .shall limit its ad
.vlce :to subjects &""hich .agver the types of 
conser.vat.ion measures that ;should be .ap
pro~ed .regarding the water bank JPrO_gram.; 
the au.thoriz.atiou ,to p.l.lXchasepe!jpetual ease
nlents .to ~Dlll9t.e ithe purposes .of dlhis Act. 
as descri.bed ·in .section lODl of tthis title; the 
providing of ilon:g.._tei:zn upland ~ame ..co:ver.
and the establishment .and ..management of 
.appr.o:v.ed practices tan multiyear .se:t..aside 
.contracts as pxo:vide.El .:in .se.ction .J.D.Q5 ,of .this 
title. 

·~sEC.. lODS. . .In .carr_y.ing out the pr.o_grarxu; 
antho*ed ;under .sec:.tions lllOl thrnngh ~OOi 
of this tible, ~the Secr.el;ar_y .shan, in .addition 
"'o appr.opJiiate coordination roth otner in
terested F.ederaJ.. Sta.~ .a.nd ilocal ag;enc1e&. 
:utiLize :the services of .local, cDlllit_y .. -and .S.tate 
committees established under .section B .of .the 
Soil Donser.v.ation .and Dmnestic Allotment 
Act. .as .amencled. ':D:le .Secr.e'tary .is .also au
thorized to uti11ze :the .!a.cilit.ies and .ser:v.J.ce.a 
of ,the .Gommodity Jkedit Cru::p..or.a.Dion in dis
charging "his t:.unctions and .r.esponslbilities 
under this pr.ogram. The Secre'ta.ey .shall ·alsG 
utilize the technical services of the son 
Conservation SerVice, t-he Forest Service, 
State foreS'tr.y .mrganJ.za'tions~ .son ·ann water 
conservation districts, and <Other St&t-e, ;and 
Fedeml 'll.gencles, :as .:appropriate, m tdevelop
:men.t '&nd -mstana:ti:ou d. appn>v:ed e-mm;enm.
tion plans under this itlle. 

"SEc. 1009. (a~ Ln :tt!ur'it-her.anu.e df the JPUr
poses \Of this ti't1e, ·1tJne Seor.e'ta.cy \Of A-gnicul
·tur-e ds authorizBd 'and cclir'ecte:d ;to a.~elQia 
anJ. carry 10ut .a pil0t ~restry 1ncen:tives :pno
gram <to -encourage l'tihe ile.veropm:en't, anau
agemen:t, and prote"ction1df non1ndustria1 pr.i
vate 'forest lands. "'lhe ipurposes or :sucn a -prD
gram -snaU be Ito .enoourage landowners 't9 
apply prae1iices wruch wm provide ffor 1tihe 
afforestabion of .suita.lile :open ·lands and "4'&

fa:rresta:tfron -DT cut-over -anii •o'Cher nonstoekell 
and understocked forest lands and intensive 
mtil'biple-purpmm m&na;gement -and protec
tion d :forest lJTesoUl'CeS :so -as to pro-Vide t'-or 
pro<hlomon 'Cit 1timber and. ll"ela.'ted ben-e'fits. 

";(b~ 'F-or :the pUI'p'ases <of lbhis ectian, 1tlhe· 
term ·~nmiindu5:br1RI priivate foreSt 'landS' 
means ll'&nds <capable df _prtJ(J:ucing -crops fdf 
intlustrml ·wood 'alld 'Owned by 1m.Y 'P:I'iva.'te' 
individual, -group, 'RSsooia1iion, corponctiion, 
or 'O'tlrer . egal <eliti't!Y. Such Iterm <does 'lWt 
include prtva'te -enti'tiies "Whieh 1l'Elgtilai'ly ren
gage in 1tne bJ.lSines.s ur ·numu'fa'etur1ng ffores!; 
products :or 'fll'DVlctin_g !Pnb!ie 'U'biJ:fties 'S'en<
tces Cfi 11Tl.Y ~. or 1Ch:e subsidiaries u'f suclt 
ent'ities. 

'"tc•) "rhe :Secretary :shall uonslilt -w'ifu "fhe 
State forester or other 'lq)prapr'ia'te 'Uffidia'l 'Ot 
the -respeutive States 'in ,the :contlu:c:t 'Of "tihe_ 
ferestry incentlves;program'Under"his section. 
and Federal 'RSSis'tance 'Sha:R lb'e extended in 
accordance with section l003.(b.) Df this 1;itle. 
Th-e ·Secretsry 'Slmli :!for 'the purposes of this 
se-ction ttistr-nntte 'fnntls avanable for cns't 
sharing among ami within .the 'states ron'b" 
after -assessing the public b'enefit .incident 
thereto, and -after 'giving -app.roprla'te consid
eration "to the numher ·ami a.crea_ge of com
mercial 'forest lands, nmn:ber .ot .eligibl-e own
erships 1n tne Sta'te, and ..counties .to ibe 
served by such ~Cos-.t shari:qg; the _.p.0telitial 
pro.d.lli:.1ilvlty .Q'f .s.uoh >lands; land :the .lilee.d far 
ref.croesta.t.ion, itim'll:er stand Jmpr.ovement~ ·.Dr. 
other far.es.tey lin:vestmen.ts (0!1 .suoh .land. .m:Je 
rorest lincentiv.es CDl:lilmaet :Shall :be lllrPpro:v.ed 
'Under ~this .seotion <Gn :a tbraet greater br;lll!l.rfi;v.e 
h.-un.dred • :ere&. 'Ull1-ess 'tihe .secreta;ry :fimls 
tll.lrt ignifiCJO]j; 'P ilie b:enelit :mill be il:rQ
dent to such appro;vfA. 

'{rd~ ''iiJhe &Cl!eta:ry :ay,. ff~ erniines 
that such action will contribute to the effec-
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tive and equitable administration of the pro
gram established by this section, use an ad
vertising and bid procedure in determining 
the lands in any area to be covered by agree
ments. 

" (e) In implementing the program under 
this section, the Secretary will cause it to be 
coordinated with other related programs in 
such a manner as to encourage the utiliza
tion of private agencies, firms, and individ
uals furnishing services and materials needed 
in the application of practices included in 
the forestry incentives improvement pro
gram. The Secretary shall periodically report 
to the appropriate congt·essional committees 
of the progress and conduct of the program 
established under this section. 

"SEc. 1010. There are hereby authorized to 
be appropriated annually such sums as may 
be necessary to carry out the provisions of 
this title. The programs, contracts, and au
thority authorized under this title shall be 
in addition to, and not in substitution of, 
other programs in such areas authorized by 
this or any other title or Act, and shall not 
expire with the termination of any other 
title or Act: Provided, That not more than 
$25,000,000 annually shall be authorized to 
be appropriated for the programs authorized 
under section 1009 of this Act." 

SEc. 2. Section 301 of the Act of August 
14, 1946 (Public Law 79-733), as amended 
(7 U.S.C. 1628), is hereby repealed. 

FOOD STAMPS 
SEc. 3. The Food Stamp Act of 1964, as 

amended, is amended-
(a) That (a) the second sentence of sec

tion 3 (e) of the Food Stamp Act of 1964 
(7 U.S.C. 2012(e)) is amended-

(1) by striking out "or"; and 
(2) by inserting before the period at the 

end thereof of the following: ", or (3) any 
narcotics addicts or alcoholic who lives under 
the supervision of a private non-profit orga
nization or institution for the purpose of 
regular participation in a drug or alcoholic 
treatment and rehabilitation program." 

(b) Section 3 of the Food Stamp Act of 
1964 (7 U.S.C. 2012) is amended by adding 
at the end thereof the following new sub
section: 

"(n) The term 'drug addiction or alcoholic 
treatment and rehabilitation program' means 
any drug addiction or alcoholic treatment 
and rehabilitation program conducted by a 
private nonprofit organization or institution 
which is certified by the State agency or 
agencies designated by the Governor as 
responsible for the administration of the 
State's programs for alcoholics and drug 
addicts pursuant to Public Law 91-616 'Com
prehensive Alcohol Abuse and Alcohol Pre
vention, Treatment, and Rehabilitation Act' 
and Public Law 92-255 'Dntg Abuse Office and 
Treatment Act of 1972' as providing treat
ment that can lead to the rehabilitation of 
drug add,icts or alcoholics." 

(c) Section 5 of the Food Stamp Act of 
1964 (7 U.S.C. 2014) is amended by adding 
at the end thereof the following new sub
section: 

"(d) The Secretary shall establish uniform 
national standards of eligibility for house
holds described in section 3 (e) ( 3) of this 
Act: Provided, That the standards established 
by the Secretary shall take into account 
payments in kind received from an employer 
by members of a household, if such pay
ments are in lieu of or supplemental to 
household income." 

(d) Section 5(c) of the Food Stamp Act 
of 1964 (7 U.S.C. 2014(c)) is amended by add
ing at the end thereof the following "For 
the purposes of this section, the term 'able
bodied adult person' shall not include any 
narcotics addict or alcoholic who regularly 
participates, as a resident or nonresident, in 
any drug addiction or alcoholic treatment 
and rehabilitation program." 

(e) Section 10 of the Food Stamp Act of 

1964 (7 U.S.C. 2019) is amended by inserting 
at the end thereof the following new subsec
tion: 

"(i) Subject to such terms and conditions 
as may be prescribed by the Secretary in the 
regulations pursuant to this Act, members 
of an eligible household who are narcotics ad
dicts or alcoholics and regularly participate 
in a drug addiction or alcoholic treatment 
and rehabilitation program may use coupons 
issued to them to purchase food prepared for 
or served to them during the course of such 
program by a private nonprofit organization 
or institution which meets requirements (1), 
(2), and (3) of subsection (h) above. Meals 
served pursuant to this subsection shall be 
deemed 'food' for the purposes of this Act." 

(f) By amending subsection (a) of section 
7 of the Food Stamp Act of 1964 (7 U.S.C. 
2016(a)) to read as follows: 

"The face value of the coupon allotment 
which State agencies shall be authorized to 
issue to any households certified as eligible 
to participate in the food stamp program 
shall be in such amount as the Secretary de
termines to be the cost of a nutritionally 
adequate diet, adjusted semi-annually by the 
nearest dollar increment that is a multiple 
of two to reflect changes in the prices of food 
published by the Bureau of Labor Statistics 
in the Department of Labor, to be imple
mented commencing with the allotments of 
January 1, 1974, incorporating the changes 
in the prices of food through August 31, 1973, 
but in no event shall such adjustment be 
made for households of a given size unless 
the increase in the face value of the coupon 
allotment for such households, as calculated 
above, is a minimum of $2.00. 

(g) By adding at the end of subsection (h) 
of section 10, the following: "Subject to 
such terms and conditions as may be pre
scribed by the Secretary, in the regulations 
issued pursuant to this Act members of an 
eligible household who are sixty years of age 
or over or elderly persons and their spouses 
may also use coupons issued to them to pur
chase meals prepared by senior citizens' cen
ters, apartment buildings occupied primarily 
by elderly persons, any public or nonprofit 
private school which prepares means espe
cially for elderly persons, any public or non
profit private eating establishment which 
prepares meals especially for elderly persons 
du1·ing special hours, and any other public 
or nonprofit private establishment approved 
for such purpose by the Secretary." 

(h) By striking out "June 30, 1972, and 
June 30, 1973" in the first sentence of sub
section (a) of section 16, and substituting 
"June 30, 1972, through June 30, 1977." 

(i) Section 3(b) of the Food Stamp Act of 
1964 (7 U.S.C. 2012(b)) is amended to read 
as follows: "The term 'food' means any food 
or food product for home consumption ex
cept alcoholic beverages and tobacco and 
shall also include seeds and plants for use in 
gardens to produce food for the personal con
sumption of the eligible household." 

(j) Section 3(f) of the Food Stamp Act 
of 1964 (7 U.S.C. 2012(f)) is amended by 
striking the second sentence. and inserting in 
lieu thereof the following new sentence: "It 
shall also mean a political subdivision or a 
private nonprofit organization or institution 
that meets the requirements of section lO(h) 
or 10(i) of this Act." 

(k) Notwithstanding any other provision 
of law, a household shall not participate in 
the food stamp program while its principal 
wage-earner is, on account of a labor dispute 
to which he is a party or to which a labor 
organization of which he is a member is a 
party, on strike: Provided, That such ineli
gibllty shall not apply to any household that 
was eligible for and participating in the food 
stamp program immediately prior to the start 
of such strike, dispute, or other similar ac
tion in which any member of such household 
engages: Provided further. That such inell-

gibility shall not apply to any household if 
any of its members is subject to an employ
er's lockout. 

(1) Section 3 of such Act is further 
amended by adding at the end thereof the 
following new subsections: 

" ( o) The term 'labor organization' means 
any organization of any kind, or any agency 
or employee representation committee or 
plan, in which employees participate and 
for the purpose, in whole or in part, of deal
ing with employers concerning grievances, 
labor disputes, wages, rates of pay, hours of 
employment, or condition of work. 

"(p) The term 'strike' includes any strike 
or other concerted stoppage of work by em
ployees (including a stoppage by reason of 
the expiration of a collective-bargaining 
agreement)." · 

(m) By inserting at the end of section 3(e) 
of the Food Stamp Act of 1964 the following 
new sentence: "Residents of federally subsi
dized housing for the elderly, built under 
either section 202 of the Housing Act of 1959 
(12 U.S.C. 1701q), or section 236 of the Na
tional Housing Act (12 U.S.C. 1715z-1) shall 
not be considered residents of an institution 
or boarding house for purposes of eligibility 
for food stamps under this Act." 
CONSOLIDATED FARM AND RURAL DE-

VELOPMENT ACT AMENDMENTS 
SEc. 4. The Consolidated Farm and Rural 

Development Act is amended as follows: 
(a) Section 306 (a) of such Act is amended 

by adding at the en<! thereof the following: 
"(13) (A) The Secretary, under such rea

sonable rules and conditions as he shall es
t ablish, shall make grants to eligible volun
teer fire departments for up to 50 per centum 
of the cost of firefighting equipment needed 
by ;:;uch departmen.ts but which such de
partments are unable to purchase through 
the resources otherwise available to them, 
and for the cost of the training necessary to 
enable such departments to use such equip
ment efficiently. 

"(B) For the purposes of this subsection, 
the term 'eligible volunteer fire department' 
means any established volunteer fire depart
ment in a rural town, village, or unincor
porated area where the population is less 
than two thousand but greater than two 
hundred, as reasonably determined by the 
Secretary." 

(b) Section 310B(d) of subtitle A of such 
Act is amended by adding at the end thereof 
the following: 

" ( 4) No grant or loan authorized to be 
made under this section, section 304, or sec
tion 312 shall require or be subject to the 
prior approval of any officer, employee, or 
agency of any State. 

"(5) No certificates issued by the Secre
tary or any private entity evidencing bene
ficial ownership in a block of notes insured 
or guaranteed under this title shall be sub
ject to laws administrated by the Securities 
and Exchange Commission: Provided, That 
the Secretary shall require any private en
tity offering such certificates to place the 
insured or guaranteed notes in the custody 
of an institution chartered by a Federal or 
State agency to act as trustee and shall re
quire periodic reports as to the sale of such 
certificates: Provided further, That any sale · 
by the Secretary of such certificates shall be 
treated as a sale of assets for the purpose of 
the Budget and Accounting Act of 1921." 
RURAL DEVELOPMENT ACT AMENDMENTS 

SEc. 5. The Rural Development Act of 
1972 is amended as follows: 

(a) Section 401 of such Act is amended by 
substituting the words "fire" and "fires" 
for the words "wildfire" and "wildfires", re
spectively, wherever such words appear. 

(b) Section 404 of such Act is amended 
to read as follows: 

"SEC. 404. APPROPRIATIONS.-There is auth
orized to be appropriated to carry out the 
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provisions of this· title $7,000,000 for each 
of three consecutive :fiscal years beginning 
with the :fiscal year for which funds are 
:first appropriated and obligated by the Sec
retary of Agriculture carrying out this title." 

SEc. 6. This Act may be cited as the "Agri
culture Act of 1973". 

Mr. TALMADGE. Mr. President, I 
move that the Senate disagree to the 
amendment of the House on S. 1888 and 
ask for a conference with the House on 
the disagreeing votes of the two Houses 
thereon, and that the Chair be author
ized to appoint the conferees on the part 
of the Senate. 

The motion was agreed to; and the 
Presiding Officer appointed Mr. TAL
MADGE, Mr. EASTLAND, Mr. MCGOVERN, Mr. 
ALLEN, Mr. CuRTIS, Mr. AIKEN, and Mr. 
YouNG conferees on the part of the Sen
ate. 

ROLLING STOCK UTILIZATION AND 
FINANCING ACT OF 1973 

The PRESIDING OFFICER. Under 
the previous order, the Senate will pro
ceed to the consideration of S. 1149, 
which the clerk will report. 

The assistant legislative clerk read as 
follows: 

Calendar No. 285 (S. 1149), a bill to in
crease the supply of railroad rolling stock 
and to improve its utilization to meet the 
needs of commerce, users, shippers, national 
defense, and the consuming public. 

Accordingly, the Senate proceeded to 
consider the bill which had been re
ported from the Committee on Com
merce with an amendment to strike out 
all after the enacting clause and insert: 

TITLE I-FORMAL PROVISIONS 
SHORT TITLE AND TABLE OF CONTENTS 

SEC. 101. (a) This Act may be cited as the 
"Rolling Stock Ut ·.~iza tion ·and Financing Act 
of 1973". 

(b) TP.ble of cont--nts. 
TITLE I-FORMAL PROVISIONS 

Sec. 101. Short title and table of contents. 
Sec. 102. Findings and purposes. 
Sec. 103. Definitions. 

TITLE AI-RAILROAD EQUIPMENT FINANCING 
Sec. 201. Estd>1is.hment of Board and Fund. 
Sec. 202 Authorization to guarantee equip-

ment obligations. 
Sec. 203. Issuance of notes or obligations. 
Sec. 204. Audit of transactions. 
Sec. 205. Default. 

TITLE Ill-INCREASED ROLLING STOCK 
UTILIZATION 

Sec. 301. National rolling stock information 
system. 

Sec. 302. Utilization measurement and over-
sight. 

TITLE IV-RAILROAD EQUIPMENT CORPORATION 
Sec. 401. Prerequisites to establishment. 
Sec. 402. Railroad Equipment Corporation. 
Sec. 403. General powers of Corporation. 
Sec. 404. Financing. 
Sec. 405. Conversion to nongovernmental ~or

poration. 
Sec. 406. Nationa.1. rolling stock information 

system. 
Sec. 407. Use of equipment supplied by the 

Corporation. 
Sec. 408. Commission review. 
Sec. 409. Enforcement. 
Sec. 410. Annual report. 

TITLE V--GENERAL PROVISIONS 

Sec. 501. Protective arrnngeznents for employ
ees. 

Sec. 502. Separability. 

FINDINGS AND PURPOSES 
SEc. 102. (a) FINDINGS.-The Congress :finds 

an:l declares that--
(1) There is at present a shortage of gen

eral service railrot.d freight cars availal:>le to 
producers of goods and manufacturers of 
:t=-roducts. 

(2) This shortage results both from an 
inadequate r..umber of such cars and from 
their underutilization. 

(3) This shortage of available general serv
ice railroad freight cars has caused-

( A) losses to producers of goods and man
ufacturers of products which have resulted 
in higher prices to consumers of goods and 
products; 

(B) losses to railroads of revenue, thereby 
threatening tt.eir :financial CO!ldition. 

(b) PURPOSEs.-The Congress hereby de
clares that the purposes of this Act are-

( 1) to improve the utilization and distri
bution of rolling stock to meet the needs of 
commerce, users, shippers, the national de
fense, and the consuming public; 

(2) to assist railroads in acquiring ad
ditional rolling stock and equipment or fa
cilities to provide expeditious service to meet 
the increasing demands of the Nation's 
economy; and 

(3) to assist in achieving full employment 
by assuring adequate equipment necessary to 
transport the products of American industry. 

DEFINITIONS 
SEc. 103. As used in this Act--
( 1) '·Board" means the Obligation Guaran

tee Board established under title II of this 
Act. 

(2) "Car-pooling company" means a com
pany that furnishes rolling stock to three or 
more railroads on a shared ownership or co
operative or condominium-type basis. 

{3) "Commission means the Interstate 
Commerce Commission. 

(4) "Corporation" means the Railroad 
Equipment Corporation authorized under 
title IV of this Act. 

(5) "Directors" means the Board of Di
rectors of the Corporation. 

(6) "Equipment or facilities" includes data 
processing and other computer technology; 
machines and systems for loading and un
loading rolling stock; yards and terminals 
for originating, modifying, or terminating 
the movement of rolling stock; and other 
equipment or facilities, including ferries and 
related shoreside facilities designed primarily 
for the transportation of rolling stock by 
water, necessary to improve the utilization 
of rolling stock. 

(7) "Equipment obligations" means a bond 
note, conditional sale agreement, equipment 
trust certificate, lease obligation, security 
agreement, or other obligation issued or 
granted to :finance or refinance rolling stock 
or equipment or facilities. 

{8) "Fund" means the Obligation Guaran
tee Fund. 

(9) "Holder" means, unless otherwise pro
vided, the holder of an equipment obligation. 
If a bank or trust company is acting as agent 
or trustee for the holder of the equipment 
obligation, such bank or trust company shall 
be regarded as the holder. 

(10) "Includes" should be read as if the 
phrase "but is not limited to" were also set 
forth. 

( 11) "Lease" means a contractual arrange
ment under which the legal owner of rolling 
stock or equipment or facilities furnishes 
such rolling stock or equipment or facilities 
to a . railroad or a car pooling company and 
such railroad or car pooling company re
ceives the benefits, through reduced rentals, 
of any tax benefits available. 

(12) "Lea-se obligation" means all of the 
le~e·s payment obligations under a lease 
including rentals, termuiation payments, and 
tax indemni.fl.cation payments. 

( 13) "Obligor" means the debtor under an 

equipment obligation. The term includes the 
original obligor and any successor or assign~e 
of such obligor who is approved by the 
Board. 

(14) "Railroad" means a common carrier 
by railroad, as defined in section 1 (3) of the 
Interstate · commerce Act (49 U.S.C. 1(3)), 
and includes, where the Board makes an 
appropriate :finding, a railroad controlled by 
another railroad within the meaning of para
graph (b) of such section. The term does not 
include the Corporation. 

(15) "Rolling stock" includes any type of 
new or rebuilt standard gauge locomotive, 
caboose, or general service railroad freight 
car the use of which is not limited to any 
specialized purpose by particular equipment, 
design, or other features. General service rail
road freight car includes a boxcar, gondola, 
open top or covered hopper car, and flatcar. 
The Board may designate other types of cars 
as rolling stock upon a written :finding, with 
reasons therefor, that such designation · is 
consistent with the purposes of this Act. 

(16) "Secretary" means the Secretary of 
Transportation. 

(17) "State" means any State or the Dis
trict of Columbia. 

TITLE II-RAILROAD EQUIPMENT 
FINANCING 

ESTABLISHMENT OF BOARD AND FUND 
SEc. 201. (a) BoARn.-There shall be es

tablished in the Department of Transporta
tion an independent agency to be known as 
the Obligation Guarantee Board. The Board 
shall be composed of six members and a 
chairman. Two of the members shall be the 
Secretary of Transportation and the Secre
tary of the Treasury, or their duly authorized 
representatives, who shall serve ex officio 
with the same powers as other members of 
the Board. The President shall, within ninety 
days of the enactment of this Act, appoint 
the other members and the chairman of the 
Board, by and with the advice and consent 
of the Senate, on the following basis-

(1) three, to be selected from lists of quali
fied individuals recommended by shippers 
and organizations representative of signifi
cant shipping interests including small busi
ness users of railroad transportation services; 

(2) one, to be selected from lists of quali
fied individuals recommended by consumer 
organizations, community organizations, and 
recognized consumer leaders; 

(3) one, to be selected from lists of quali
fied individuals recommended by the na
tional organization of the State commissions, 
referred to in sections 202(b) and 205(f) of 
the Interstate Commerce Act (49 U.S.C. 202 
(b), 205(f)), who shall be a member of a 
State agency authorized by the law of any 
State to set rates for transportation by rail .. 
road. 
As used in this subsection, a list of qualified 
individuals shall consist of not less than 
three individuals. 

(b) FuND.-An Obligation Guarantee Fund 
is established. The fund shall be adminis
tered by the Board as a revolving fund to 
carry out the provisions of sections · 202 
through 205 of this Act. Moneys in the fund 
shall be deposited in the Treasury of the 
United States to the credit of such fund or 
invested in bonds or other obligations of the 
United States approved by the Secretary of 
the Treasury. 

(c) COMPENSATION.-A member of the 
Board who is not otherwise an employee of 
_th~ Federal Government may receive $150 
per diem when engaged in the actual per
formance of duties vested in the Board plus 
reimbursement for travel, subsistence, and 
other necessary expenses incurred in the 
performance of such duties. · 

(d) TERMS OF 0FFICE.-The terms of office 
of the members first taking office (other than 
those of the two members who shall serve ex 
officio) shall expire as designated by the 
President at the time of nomination, three 
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at the end of the third year, and two at the 
end of the sixth year. The member appointed 
by the President, by and with the advice and 
consent of the Senate, to be chairman of the 
Board shall serve as chairman until his term 
of office as a member expires and a successor 
is duly appointed. Successors to members of 
the Board shall be appointed in the same 
manner as the original members and shall 
have a term of office expiring six years from 
the date of expiration of the term for which 
their predecessors were appointed. Any mem
ber appointed to fill a vacancy on the Board 
occurring prior to the expiration of the term 
for which his predecessor was appointed 
shall be appointed for the remainder of such 
term. 

AUTHORIZATION TO GUARANTEE EQUIPMENT 
OBLIGATIONS 

SEC. 202. (a) GENERAL.-The Board is au
thorized, in accordance with the provisions 
of this section, to guarantee and to make 
commitments to guarantee the payment of 
interest on and the principal balance of an 
equipment obligation prior to, on, or after 
the date of execution or the date of disburse
ment of such obligation: Provided, That no 
equipment obligation in the form of a lease 
obligation shall be guaranteed unless and 
until the Board finds, after not ice and an 
opportunity for comment by interested per
sons and publication in the Federal Register 
of this finding and the reasons therefor, that 
no other reasonable means of equipment 
financing or refinancing is reasonably avail
able to the applicant and that approval of 
the guarantee application will serve the pub
lic interest. Each guarantee of an equipment 
obligation shall be made in accordance with 
the provisions of this Act and such rules as 
the Board may prescribe to reasonably pro
tect the interests of the United States. Each 
application for the guarantee of an equip
ment obligation shall be made in writing to 
the Board in such form and with such con
tent as the Board prescribes. An application 
shall be granted if the Board determines that 
the proposed, negotiated, or executed equip
ment obligation is eligible for a guarantee 
under this Act. Each guarantee and com
mitment to guarantee shall be extended in 
such form, under such terms and conditions, 
and pursuant to such regulations as the 
Board deems appropriate, consistent with the 
purposes of this Act. Each guarantee and 
commitment to guarantee shall inure to the 
benefit of the holder of the equipment ob
ligation to which such guarantee or com
mitment applies. In the case of a lease obli
gation, the guarantee shall run to and be 
for the benefit of any holder thereof. In no 
event shall any such holder receive or be en
titled to retain payment from said guarantee 
in a total amount which, together with any 
other recovery, including a security interest 
in the rolling stock or equipment or facili
ties, exceeds the actual loss of such holder. 

(b) MAXIMUM PERMISSIBLE GUARANTEE.
Except as otherwise provided, the Board 
shall not guarantee payment of the princi
pal of an equipment obligation in an amount 
in excess of 50 per centum of the value of the 
rolling stock or equipment or facilities which 
are being financed or refinanced thereby. The 
Board may guarantee an amount not in ex
cess of 80 per centum of such value upon a 
finding made in writing by the Board and 
published with detailed reasons therefor in 
the Federal Register that the applicant 
would not otherwise be able in its present 
financial condition to acquire such equip
ment or facilities or rolling stock on reason
able terms and conditions and that such 
acquisition by the applicant is necessary to 
achieve the purposes of this Act. In the case 
of a lease obligation, the Board may guaran
tee payment of the entire principal together 
with the amount necessary to guarantee to 
the lessor, upon default of such obligation, 
the cost of tax recapture under sections 47 
and 1245 of the Internal Revenu e Code of 

1954 (26 U.S.C. 47, 1245), upon a finding 
made in writing by the Board and published 
with detailed reasons therefor in the Federal 
Register that the applicant is a railroad 
which has filed a petition for reorganization 
under section 77 of the Bankruptcy Act (11 
U.S.C. 205); that such petition has been ap
proved; and that the judge in such proceed
ing certifies to the Board that the railroad is 
making all reasonable efforts to achieve reor
ganizat ion and that such guarantee is rea
sonable and necessary. In all cases, the Board 
shall make a determination of the value of 
the rolling stock or equipment or facilities 
which are being financed or refinanced there
by, and such determination of value shall 
be conclusive and not subject to review in 
any court. 

(c) MODIFICATIONS.-The Board is author
ized to approve any modification of any pro
vision of F. guarantee or a commitment to 
guarantee such obligation, including the rate 
of interest, time of payment of interest or 
principal, security, or any other terms and 
condit ions, upon a finding in writing by the 
Board that such modification is equitable 
and not prejudicial to the interests of the 
United Sta tes under this Act. Such approval 
shall not be granted without prior consent by 
the holder of such obligation. 

(d) MAXIMUM OBLIGATIONAL AUTHORITY.
The aggregate unpaid principal amounts of 
equipment obligations and interest thereon 
which may be guaranteed by the Board under 
this title shall not exceed $2,000,000,000 at 
any one time; and at least 70 per centum of 
the aggregate shall guarantee equipment ob
ligations financing or refinancing rolling 
stock. 

(e) RATE OF INTEREST.-Interest (exclusive 
of premium charges for guarantee and serv
ice fees) shall be payable on each equipment 
obligation, other than a lease obligation 
guaranteed by the Board. The rate of inter-. 
est shall not exceed the per centum per 
annum rate on the unpaid principal of such 
obligation determined by the Board to be 
reasonable upon consideration of the range 
of interest rates currently prevailing in the 
private market for similar obligations. In the 
case of lease obligations guaranteed by the 
Board, such lease obligation shall contain a 
rental rate which reflects an effective inter
est rate not to exceed a per centum per an
num rate on the unpaid principal of such 
obligation determined by the Board to be 
reasonable upon consideration of the range 
of effective interest rate prevailing in the 
private market for similar obligations. 

(f) NOTICE.-Upon receipt of an applica
tion for an equipment obligation guarantee, 
the Board shall cause a notice of such appli
cation to be published in the Federal Regis
ter and shall invite and afford interested 
persons an opportunity to submit comments 
on such application at a proceeding to· com
mence within twenty-one c!ays of the date of 
the publication of such application. General 
notice of such proceedings shall be published 
in the Federal Register. Such notice shall 
include-

( 1) a statement of the time, place, and 
nature of the proceedings; and 

(2) a description of the subjects and is
sues involved. 

(g) REQUmEMENTS FOR GUARANTEES.-NO 
equipment obligation shall be guaranteed 
under this Act unless the Board makes a 
finding in writing that--

(1) the equipment obligation (other than 
a lease obligation) is secured by rolling stock 
or equipment or facilities which are being 
financed or refinanced thereby; 

(2) payment of the equipment obligation 
is required by its terms within fifteen years 
of the date of its execution; 

(3) the leasing, financing, or refinancing 
of the rolling stock or of equipment or fa
cilities directly related to improving the 
utilization of rolling stock is justified by 
the present and probable future demand for 

transportation services to be rendered by. the 
applicant; 

( 4) the operations of the applicant are 
sufficiently efficient as of the date of applica
tion as to give reasonable assurance that any 
rolling stock in the control of such applicant 
or which may come within the control of 
such applicant will be economically and effi
ciently utilized; 

( 5) the purchase or lease of the rolling 
stock or equipment or facilities will serve to 
meet demonstrable needs for rail transporta
tion services and to provide shippers with 
adequate rolling stock for their transporta
tion needs; 

(6) the probable value of such rolling 
stock or equipment or facilities is sufficient 
to provide the United States reasonable se
curity and protection in case of default and 
repossession by the holder of the equipment 
obligation or in case of possession or pur
chase by the Board; and 

(7) the incurrence of such obligation will 
result in a net increase in the total load
carrying capacity of such obligor's rolling 
stock. 

(h) CONDITIONS OF GUARANTEES.-No guar
antee or commitment to guarantee an equip
ment obligation shall be extended under this 
Act unless the obligor first agrees in writing 
that so long as any interest or principal on 
such obligation is due and payable-

( 1) there will be no net decrease in the 
load-carrying capacity of such obligor's roll
ing stock; 

(2) there will be no increase in discretion
ary dividend payments over the average 
amount paid during the five years preced
ing the enactment of this Act without prior 
approval of the Secretary in writing, based 
on findings, published, with reasons there
for, in the Federal Register, made after pub
lic hearings with opportunity for submis
sion of comments by all interested parties, 
that such increase in dividends will not de
crease the ability of the obligor to provide 
improved car service; 

(3) the obligor will not use assets or 
revenues related to or derived from railroad 
operations in nonrailroad enterprises with
out prior approval of the Secretary in writ
ing based on findings, published, with rea
sons therefor, in the Federal Register, made 
after public hearings with opportunity for 
submission of comments by all interested 
parties, that such use of assets or revenues 
will not decrease the ability of the obligor 
to provide improved car service; 

(4) the obligor shall take all reasonable 
and practical steps possible, in accordance 
with s:uch guidelines as may be established 
by the Secretary and the Commission, to 
improve the equitable distribution and effi
cient and expeditious use of all rolling stock 
and equipment, including cooperating wit h 
the Secretary in programs under title ill of 
this Act. 

(i) BREACH OF CONDITIONS.-The Secretary 
is authorized and directed to commence an 
action in the district courts of the United 
States to enjoin any activity found by the 
Secretary to be in violation of the conditions 
specified in subsection (h) of this section. 
In addition, any person who knowingly vio
lates or contributes to the violation of any 
of the conditions specified in such subsection 
shall be subject to a. civil penalty, to be levied 
by the Secretary, of not to exceed $10,000. 

(j) LEASE 0BLIGATION.-Before guarantee
ing lease obligation under this section the 
Board shall find that-

( 1) the terms of the lease or leases pro
vide that in event of default by the lessee 
and demand for payment by the Board that 
the Board shall have the right in its dis
cretion-

(A) to demand possession of the leased 
property from the lessee or to purchase the 
leased property for fair market value but in 
no event for an amount greater than the sum 
of lease rentals and other financial obliga
tions for the remaining term of the lease; or 
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(B) to permit the lessor to repossess the 
leased property from the lessee for the pur
pose of leasing in good faith at not less than 
fair market value to other lessees provided 
that any amounts collected from such lessees 
in excess of the amount to which the lessor 
would have been entitled under the original 
lease, plus costs, shall be paid over to the 
United States and deposit ed in the fund and 
that in the event any amounts collected from 
such lessees are less than the amount to 
which the lessor would have been entitled 
under the original lease, plus costs, then such 
difference shall be paid to the lessor from 
the fund; and 

(2) the terms of the lease shall provide 
that, in event of default, any amounts paid 
to the holder of the lease obligation in settle
ment, including amounts received from the 
Board pursuant to the guarantee, are in
come and proceeds from the equipment sub
ject to said lease and subject to claims of 
any holder of an equipment obligation in an 
amount equal to the holder of the lease obli
gation's outstanding obligation to said holder 
under any equipment obligation. 

(k) INVESTIGATION CHARGE.-The Board 
shall charge and collect from the obligor such 
amounts as it may deem reasonable for the 
investigation of applications for a guarantee, 
for the appraisal of properties offered as se
curity for a guarantee, or for the issuance 
of commitments. Such charges shall not ag
gregate more than one-half of 1 per centum 
of the original principal amount of the obli
gation to be guaranteed. 

(1) PREMIUM CHARGE.-The Board shall set 
a premium charge of not more than 1 per 
centum per annum for an equipment obli
gation guaranteed under this Act. The pre
mium charge shall be computed on the basis 
of the principal amount of the equipment 
obligation which is outstanding. The pre
mium charge shall be paid when the obliga
tion is first guaranteed by the Board, and 
thereafter annually, on t he anniversary date 
of such guarantee. 

(m) ADMINISTRATIVE COSTS.-All moneys 
received by the Board u nder this title shall 
be deposited in the fund. An amount which 
shall not exceed five per centum of the total 
annual premium charges collected under 
subsection (1) of this section may be used 
by the Board to pay administrative costs and 
expenses incurred by it pursuant to this 
title. 

lSSUANCE OF NOTES OR OBLIGATIONS 
SEC. 203. (a) AUTHORITY.-The Board is 

authorized to issue notes or other obligations 
to the Secretary of the Treasury in such 
forms and denominations, bearing such ma
turities, and subject to such terms and con
ditions as the Board, with the approval of 
such Secretary, may prescribe. Such obliga
tions may be issued whenever the moneys in 
the fund are not sufficient to pay any amount 
which the Board is required to pay under 
an agreement under section 202 of this Act. 
Such obligations shall bear interest at a rate 
to be determined by the Secretary of the 
Treasury on the basis of the current average 
market yield on outstanding marketable ob
ligations of the United States on comparable 
maturities during the month preceding the 
issuance of such obligations. The Secretary 
of the Treasury is authorized and directed 
to purchase any such obligations and for 
such purpose is authorized to use as a public 
debt transaction the proceeds from the sale 
of any securities under the Second Liberty 
Bond Act, as amended. The purposes for 
which securities may be issued under such 
Act are extended to include any purchase of 
notes or other obligations issued under this 
subsection. At any time, the Secretary of 
the Treasury may sell any such obligations; 
and all sales, purchases, and redemptions 
of such obligations by the Secretary of the 
Treasury shall be treated as public debt 
transactions of the United States. Funds 

borrowed under this subsection shall be de
posited in the fund and redemptions of any 
such obligations shall be made by the Board 
from the fund. 

(b) DlSPOSITION OF PROPERTY.-Notwith
standing any other provision of law, the 
Board is authorized to perform any acts 
which it considers necessary, in its discre
tion, to complete, recondition, reconstruct, 
renovate, repair, maintain, manage, operate, 
charter, lease, rent, sell, or otherwise dispose 
of any property or other interests acquired 
by the Board under an agreement pursuant 
to section 202 of this Act. 

(c) EvmENCE.-No contract or commitment 
to guarantee an equipment obligation en
tered into by the Board pursuant to this 
Act shall be terminated, canceled, or other
wise revoked, except in accordance with law
ful terms and conditions prescribed by the 
Board. Such a contract or commitment shall 
be conclusive evidence that the underlying 

. obligation is in compliance with the provi
sions of this Act and that such obligation 
has been approved and is legal as to princi
pal, interest, and other terms, Such a con
tract or commitment shall be valid and in
contestable in the hands of a holder as of 
the date when the Board entered into such 
contract or commitment, except as to fraud, 
duress, mutual mistake of fact, or material 
misrepresentation by or involving such 
holder. 

AUDIT OF TRANSACTIONS 
SEC. 204. (a) GENERAL.-The financial 

tfansactions of the Board shall be audited 
by the Comptroller General of the United 
States, in accordance with such rules and 
regulations as he may prescribe. Represen
tatives of the Comptroller General shall have 
access to all books, accounts, records, reports, 
files, and other papers, things, or property 
pertaining to such transactions by the Board 
and necessary to facilitate an audit. Such 

. representatives shall be afforded full fa

. cilities for verifying transactions with the 
balances or securities held by depositories, 
fiscal agents, and custodians. All such prop
erty of the Board shall remain in t he posses
sion and custody of the Board. 

(b) ACCESS TO INFORMATION.-The repre
sentatives of the Comptroller General shall 
have access to all books, accounts, records, 
reports, files, and other papers, things, or 
property belonging to or in use by any obli
gor for which the· Board has guaranteed an 
equipment obligation to the extent they per
tain to such obligor's financial transactions 
and are deemed by the Comptroller General 
to be necessary to facilitate any audit of the 
financial transactions of the Board. Such 
representatives shall be afforded full facili
ties for verifying transactions with the bal
ances or securities held by depositories, fis
cal agents, and custodians. All such prop
erty of such obligor shall remain in the pos
session and custody of the obl1gor. 

(c) REPORT .-The Comptroller General 
shall make a report of each such audit to 
the Congress. Such report shall contain all 
comments and information which the Comp
troller General deems necessary to j.nform 
Congress of the financial operations a:rtd con
dition of the fund and any recommendations 
which he deems advisable. Such report shall 
indicate specifically and describe in detail 
any program, expenditure, or other financial 
transaction or undertaking observed in the 
course of such audit which the Comptroller 
General deems to have been carried on or 
made without lawful authority. A copy of 
such report shall be furnished to the Presi
dent, the Secretary, the Commission, and 
the Board at the time it is submit ted to the 
Congress. 

DEFAULT 

SEC. 205. (a) GENERAL.-!! there is a de
fault in any payment by the obligor of prin
cipal or interest due under an equipment· 
obligation guaranteed under this title, which 
has continued for thirty days, the holder of 

such obligat ion or his agents have the right 
to demand payment by the Board of the un
paid interest on and the unpaid principal 
of such obligation. Such payment may be 
demanded after or before the expiration 
of such period as may be specified in the 
guarantee or related agreement s, but not 
later than ninety days from the date of such 
default. Within such period a-s may be spe
cified in the guarantee or related agreements 
but not later than thirty days from the date 
of such demand, the Board shall promptly 
pay to the obligee or his agent the unpaid 
interest on and the unpaid principal of 
such obligation. However, the Board shall 
not be required to make any such payment 
if, prior to the expiration of such period 
the Board finds that there was no default 
b y the obligor in the payment of interest or 
principal or that such default has been rem
edied. 

(b) RIGHTS OF BOARD.-If the Board makes 
a payment under subsection (a) of this sec
tion, the Board shall have all the rights in 
any security which it held with respect to its 
guarantee of such obligations as are con
ferred upon the Board under any security 
agreement with the obligor. Notwithstanding 
any other provision of law, the Board is au
thorized, in its discretion, to complete, re
condition, reconstruct, renovate, repair, 
maintain, operate, charter, rent, sell, or oth
erwise dispose of any property acquired by it 
pursuant to such security agreement with 
the obligor. The terms of any such sale or 
ot her disposition shall be as approved by the 
Board. 

(c) PAYMENT.-Any amount required to 
be pa id by the Board pursuant to subsection 
(a) of this section shall be paid in cash. 

(d) ACTION AGAINST 0BLIGOR.-If there is a 
default under any contract or commitment 
to guarantee an equipment obligation, the 
Board shall take such action against the obli
gor or any other parties liable thereunder 
as is, in its discretion, necessary to protect 
the int erests of the United States. Such a 
suit may be brought in the name of the 
United States or in the name of the holder. 
Such holder shall make available to the 
United States all records and evidence neces
sary to prosecute any such suit. The Board 
shall have the right, in its discretion, to 
accept a conveyance of title to and posses
sion of property from the obligor or other 
parties liable to the Board and may purchase 
the property for an amount not greater than 
the unpaid interest on and unpaid principal 
of such obligation. If the Board receives, 
through the sale of property, an amount 
greater than the amount paid to the obligee 
under subsection (a) or (b) of this section 
together with the expenses of collection, the 
Board shall pay such excess to the obligor. 

TITLE III-INCREASED ROLLING STOCK 
UTILIZATION 

NATIONAL ROLLING STOCK INFORMATION SYSTEM 
SEc. 301. (a) PLAN.-(1) The Secretary 

shall, not more than six months after the 
date of enactment of this Act, designate a 
plan or alternative plans to establish a 
national rolling stock information system 
which shall be designed to facilitate equit
able distribution and expeditious utilization 
of rolling stock operated within the con
tinental United States and/ or owned directly 
or indirectly by railroads and car-pooling 
companies. Such a system shall be capable 
of furnishing such information as the Sec
retary determines to be necessary for the 
expeditious utilization of rolling stock, in
cluding information related to the-

(A) length of time each piece of rolling 
stock is moving and loaded, moving and un
loaded, idled and loaded, and idled and un
loaded; 

(B) owner, type, size, and capacity, year 
of manufacture, identifying number, and 
special features of each piece of rolling stock; 

(C) origin and destination of cargo; 
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(D) railroad in control of rolling stock 

movement, expected time of interchange, 
and degree of utilization of each piece of 
rolling stock by the controlling railroad; and 

(E) current status and location of each 
piece of rolling stock, time such status and 
location is expected to change, and antici
pated future commitments of such rolling 
stock. 

(2) The Secretary shall develop such plan 
or plans after consultation and discussion 
with the Secretary of Defense, the Director 
of the National Aeronautics and Space Ad
ministration, the executive otncers of major 
private manufacturers and suppliers of in
fo~mation location and retrieval systems, 
shippers, railroads, the Commission, and any 
other Government agency, private organiza
tion, or private citizen that presents a. useful 
submission regarding such a system. The 
Secretary is authorized to pay reasonable 
expenses, including honoraria, for individuals 
invited by him to present their submissions 
in person. The Secretary shall cause such 
plan or plans to be published in the Federal 
Register and shall invite interested persons 
to comment thereon at a public hearing pur
suant to section 553 of title 5, United States 
Code, to be held not less than ninety days 
a!ter the date of such publication. After 
such hearing, and not more than one year 
after the date of enactment of this Act, the 
Secretary shall publish the final plan for a 
national rolling stock information system. 
This final plan shall include technical speci
fications and other details !or the equipment 
required under such plan. Such plan shall 
include means !or coordinating or integrat
ing such system with any existing informa
tion systems to the extent the Secretary finds 
such coordination will contribute in an ex
peditious, cost effective, and technically 
feasible manner to the implementation of an 
effective national system. The Secretary 
from time to time may cause such plan to be 
mod1.fied or amended, pursuant to section 
553 of title 5, United States Code. 

(b) IMPLEMENTATION.-Following the pub
lication of the final plan required under 
subsection (a) of this section, the Secretary 
shall take all action necessary, including the 
issuance of rules, regulations, and guide
lines, to cause such plan to be implemented 
within a. reasonable time. The Secretary is 
authorized to contract with and provide 
technical assistance to individual railroads 
or groups of railroads working together, in
cluding the sharing of costs and the funding 
1n part of demonstration projects, to assist 
1n the establishment of the national rolling 
stock information system. 

(c) ANTITRUST LAws INAPPLICABLE.-The 
antitrust laws of the United States are in
applicable to the extent necessary to carry 
out the purposes of this section as to any 
person who contracts with the Secretary or 
acts in conformity with the final plan under 
subsection (a.) of this section. 

(d) CENTER.-The Secretary may establish 
and maintain or assist 1n establishing and 
maintaining a centrally locted national roll
ing stock information center. The Secretary 
of Defense may assist the Secretary to estab
lish such center. Such center may operate 
as a depository and dissemination center for 
all such information as may be provided by 
the national rolling stock information sys
tem. The Secretary may make information 
gathered in such center available to any per
son subject to such rules as the Commis
sion might prescribe to insure the confiden
tiality of certain kinds of competitive infor
mation supplied for use in connection with 
the system. 

(e) REPORT.-The Secretary shall report 
semiannually directly to the Congress, with
out modification of such report by any other 
Federal agency, with respect to the progress 
made in implementing the national system 
provided for in subsection (a) of this section. 
Such reports shall include recommenda-

tions for such additional funding as may be 
necessary to make the national system fully 
effective. 

(f) AUTHORIZATION OF APPROPRIATION.
There is authorized to be appropriated to the 
Secretary out of money in the Treasury not 
otherwise appropriated, the sum of $10,000,-
000 for purposes of this section. 

UTILIZATION MEASUREMENT AND OVERSIGHT 
SEc. 302. (a.) RoLLING STOCK UTILIZATION 

INDEX.-Not. less than ninety days after the 
enactment date of this Act, the Secretary 
shall develop and promulgate an index to 
measure the degree of utilization of rolling 
stock. The Secretary shall cause to be com
piled data required by such index. At least 
once each quarter per annum, the Secretary 
shall publish such index, together with a re
port setting forth any changes in such utili
zation and his evaluation of the reasons 
therefor. 

(h) COMMISSION REPORT.-The Commis
SiOn shall publish a report on utilization of 
rolling stock thirty days after the publica
tion of each report by the Secretary under 
subsection (a) of this section. The Commis
sion in its report shall consider and com
ment upon the latest such report by the 
Secretary. 

(c) ENFORCEMENT.-The Secretary shall 
with the assistance of the Attorney General: 
make full use of existing law to bring about 
improvements in the utilization of rolling 
stock. The Secretary shall have such stand
ing as is necessary to bring or intervene in 
proceedings before Federal regulatory agen
cies and courts. Attorneys appointed by the 
~ecretal'y may appear for and represent him 
m an y such case or hearing. 

(d) UTILIZATION STUDY.-The Secretary 
shall prepare a. study on the utilization of 
freight cars and means to improve such 
utilization including consideration of per 
diem and other car hire charges, demurrage, 
car service ru1es and orders of the Commis
sion and of the railroads, the practice of as
signing cars to spec1.fic traffic or shippers, 
payments for use of privately owned cars, 
and publicly and privately owned carpools. 
The Secretary shall submit legislative rec
ommendations based upon such study within 
two years after the date of enactment of 
this Act. 
~EIV-R~OADEQ~MENT 

CORPORATION 
PllEREQUISITES TO ESTABLISHMENT 

SEc. 401. (a) GENERAL.-The Corporation 
authorized by section 402 of this Act shall 
be established only if-

(1) two years or more after the date of en
actment of this Act-

(A) the Commission finds, in accordance 
with section 553 of title 5 of the United 
States Code, that there is still, as a. result of 
inadequate utilization or inadequacy of sup
ply or both, a continuing shortage of rolling 
stock in the Nation. In determining whether 
there is such a shortage, the Commission 
may consider, without incorporating in such 
a. finding, the following fa.ctors-

(1) whether any category of rolling stock 
is not available to meet a. demand equivalent 
to the average peak demand for such cate
gory of rolling stock in the four years prior 
to the time of such finding; 

(ii) any governmental program, regulation 
or ~tion affecting demand for or supply of 
freight cars; 

(iii) the extent, duration, and impact of 
sea~nal peaks in demand for rolllng stock; 

(IV) the local, regional or national scope 
of any reported problems of demand or sup
ply related to rolling stock; 

(v) the impact of severe weather condi
tions which disrupt marketing, distribution, 
or railroad operating factors; 

(vi) the ability of shipper to load more 
cars if available; · 

(vii) the exten t t o which any failures to 

furnish cars promptly result from factors 
not subject to railroad control. 

The presence of any or a.ll such factors 
sha.ll not. preclude a finding by the Com· 
mission that there is a. continuing shortage 
of rolling stock; or 

(B) the Secretary finds that there has not 
been a. significant increase in the utilization 
of rolling stock since the date of enactment 
of this Act; 

(2) six months after an atnrmative find
ing under either subparagraph (A) or (B ) 
of paragraph ( 1) of this subsection the 
Commission or the Secretary finds th~t ef
forts to form and operate a not-for-profit 
non-governmental corporation, or corpora
tions, to acquire, maintain, and provide a 
free running national pool of rolling stock 
~ave. not succeeded or have been inadequate 
m siZe, scope, and operation to establish 
t~e feasibility of a. national pool, or have 
failed to employ innovative concepts for 
equitable distribution and expeditious use 
of rolling stock; and 

(3) the Congress by a.tnrmative concur
rent resolution, aut horizes the est ablish
ment of the Corporation. 

(b) REPORTS.-Two years after the date of 
enactment of this Act and on the annivers· 
a.ry date thereof each consecutive year there· 
after for five years, the Commission and the 
Secretary shall each transmit to the Presi
dent and the Congress a. report on rolling 
stock which shall include each finding made 
since the previous such report, if any, pur
suant to subsection (a.) of this section. If 
the Corporation authorized by section 402 
of this Act is not established in accordance 
wit~ the provisions of subsection (a) of this 
sect10n, such Corporation shall nonetheless 
be established seven years and six months 
after the date of enactment of this Act if-

(1) in the final reports made by the Com
mission and the Secretary under this sub
section-

(A) the Secretary or the Commission finds 
that the creation of a corporation to acquire 
maintain, and provide general service rail· 
road freight cars and other rolling stock; 
to manage a pool of such rolling stock; and 
to develop and employ innovative concepts 
for the equitable distribution and expedi
tious use of such stock would contribute sig
nificantly to improvement of the utilization 
and distribution of rolling stock; and either 

(B) the Commission finds that there is 
st111, as a. result of inadequate utllization or 
inadequacy of supply, or both. a continuing 
shortage of rolling stock in the Nation; or 

(C) the Secretary finds that there has not 
been a. substantial and sign1.fica.nt increase 
in the utilization of railroad rolling stock; 
and 

(2) the Congress, by affirmative concur· 
rent resolution, authorizes the establishment 
of the Corporation. 

RAILROAD EQUIPMENT CORPORATION 
SEC. 402. (a.) AUTHORIZATION.-The!'e is 

hereby authorized to be established, in ac
cordance with the provisions of section 4:01 
of this Act and of this section, a. corporation 
to be known a.s the Railroad Equipment Cor
poration. The Board of Directors first ap· 
pointed shall be deemed the incorporators, 
and the incorporation shall be held to have 
~een effected from the date of the first meet· 
mg of such Board. 

(b) PuRPosES.-The purposes of the Cor
poration are to acquire, maintain. and pro
vide general service railroad freight cau and 
other rolling stock; to manage a pool of such 
rolling stock; and to employ innovative con
cepts for equitable distribution and expe
ditious use of such stock to meet the needs 
of the national economy and the national 
defense. 

(e) STATUS.-(1) The Corporation shall be 
a. government corporation of the District of 
Columbia subject, to the extent not incon
sistent with this Act, to the District of co
lumbia Business Corporation Act (D.C. Code 
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29-901 et seq.) and administered by a Board 
of Directors. 

(2) The Corporation shall not be subject 
to the provisions of the Interstate Commerce 
Act (49 U.S.C. l et seq.) or ot any other law 
with respect to railroads, except that the 
Corporation shall be deemed to be a railroad 
asto-

(A) sections 1(10) through 1(17) of the 
Interstate Commerce Act (49 u.s,c. 1(10)-
1(17)); 

(B~ the RaHway Labor Aet, including the 
repl'esentation of employees of the Corpora
tion for purposes of conective bargaining~ 
the handling -of disputes between railroads 
and their employees. employee retirement. 
annuity, and unemployment systems. and 
oth.er dealings with employees:; 

(C) the Federal Employers Liabllity Act; 
and 

(D) safety. as to which the Corporation 
shall be subject to the same laws and regu• 
lations as any common carrier under part I 
of the Interstate Commerce Act. 

(d) BOARD OF DIRECTORS--The Board Of 
Directars of the Corporation shall consist of 
eleven persons who shall be appointed by 
the President by and with the advice and 
consent of the Senate, pursuant to this 
subsection. The initial directors shaU be ap
pointed within one hundred and twenty days 
after Congress. by affirmative concuzrent res
olution, authorizes the establlsbm.e:nt of the 
Corporation.. The Pl"esident shall appoint the 
members and their successors on the fol
lowing basis-

( 1) three. to be selected fr{)m a list of 
qualified individuals recommended by the 
Assocl81tion o! American Railroads or its 
successor. one of whom shall be a represent
ative respectively of eastern-, western-, and 
southern-territory railroads; 

(2) one. to be selected fi"om a list of 
qualified individuals recommended by the 
parent body of the American Federation of 
Labor and Congress of Industria.! Organiza
tions .or its successor, who shall be repre
sentative of railroad labor; 

(3) one. to be selected from a. list of qual
ified individuals recommended by the Na
tional Academy of Sciences as persons with 
expert knoWledge or experience with data 
processing and information systems and the 
appli-cation of -computer technology to sys
tems management; 

{ 4) four, to be selected from lists of 
quaUfied individuals recommended. by .ship
pers, organizations l'epresentative of signifi
cant shipping interests including small ship
pers, consumer organizations, community 
organizations. and recognized consumer 
leaders, who shall be representative of con
sumers of transportation services and con
sumers of goods and products shipped by 
railroad; 

( 5) one. to be selected from a list of 
qualified individuals recommended by the 
Secretary of Defense; and 

(6) one, to be selected from a list of 
qualified individuals reoommended by the 
Secretary of Transportation. 

As used in this subsection, a list of quail
tied individuals shall consist of no less than 
three individuals. 

The .President shall appoint .one of the 
members, by and with the advice and con
sent o:f the Senate, to serve as Chairman for 
a term of four years. A member of the Board 
of Directors who is not otherwise an em
ployee of the Federal Government may re
ceive $150 per diem when engaged in the 
actual performance of his duties plus reim
bursement for travel, subsistence. and other 
necessary expenses incurred in the perform
ance -of such duties. 

(e) TJ!m.Ms OF OFF:rCE.-The terms of office 
of the ~nem..bers first taking office shall ex
pire '8.S designated by the President at the 
time of nomination. Four shall expire at the 
end. or the tllird year, four at the end of 
1;he sixth year, and three at the end 'Of the 
ninth year. Successors to members of the 

Board of Directors shan be appointed in 
the same manner :as the original members 
and shall have a term of office expiring nine 
years fr.om the date of expiration of the term 
for which their predecessors were appointed. 
Any member appointed to till a vacancy in 
the Board of Directors occurring prior to 
the expiration of the term for which his 
predecessor was appointed shall be appointed 
for the remainder o:f such term. 

(f) GENE&u..-The Directors shall direct 
the exercise of all the powers of the Corpora
tion.. So long as there are four members in. 
omce, the Directors -are empowered to execut.e 
the functions of the Corporation. Four of the 
Directors sb.all constitute a quorum for the 
tl'ansa.ctlon of such functions. 

(g) .ANfiTRUS'r LAWS INAPPLICABLE,-The 
antitrust laws of the United States are in
applicable to the extent necessary to carry 
out the purposes of this title as to any per
son who contracts with the Corporation with 
respect to the operation or maintenance of 
rolling stock or the design or implementation 
of a national rolling stock inf{)rmation sys
tem or the use of information from such 
system. 

GENERAL POWERS OF CORPORATION 

SEc. 403. To earry out the purposes of this 
title, the Corporation is empowered to--

(a.) build, rebuild, purchase, own, lease, 
control, and manage rolling stock or equip
ment or facilities; 

(b) acquire or contract for the use of phys
ical facilities, equipment, and devices useful 
in developing equitable distribution and in 
maintaining expeditious use of rolling stock; 

(e) build, rebuHd, operate, maintain. and 
repair its rolling stock, equipment, and fa
cilities or enter into agreements and con
tracts for the performance of such work and 
for the performance of all services and w.ork 
incidental thereto and consistent with pru
dent management; 

(d) conduct and contract for research and 
development that may lead to new and prac
tical technologies, systems, and methods for 
the efficient and economical movement, dis
tribution, solicitation, collection. loading and 
unloading, packaging, and processing of 
freight shipments involving railroads; 

(e) sue and be used, complain and defend. 
in its corporate name and through its own 
attorneys; adopt. alter, and use a corporate 
seal. whiCh shall be judicially noticed; adopt, 
amend. and repeal such bylaws. rules, and 
regulations as may be necessary for the con
duct of its affairs; conduct its business, car
ry on operations. maintain omces, and exer
cise the powers granted under this Act 1n 
any State; 

(f) purchase. lease, or otherwise acquire. 
own. hold. im.prove, use. or deal in and with 
any property (real, personal, or mixed, tan
gible or intangible) or interest in property. 
wherever situated; sell, convey, mortgage, 
pledge, lease, exchange, or otherwise dispose 
of property and assets; accept gifts or dona
tions of any property or services in aid of 
any purpose of the Corporation; 

(g) appoint such attorneys, employees, 
agents, consultants, and other personnel as 
it deems necessary; define the duties of per
sonnel and determine and pay compensation 
for their services. Except as otherwise pro
vided in this Act, such personnel and direc
tors of the Corporation shall not be subject 
to laws relating to F'ederal employees with 
nspect to appointments, promotions, ad
verse actions. hours of. work, rates of com
pensation. allowances, leave. unemployment 
compensation, compensation for work
related injuries, and Federal benefits for re
tirement, life insurance, and health benefits; 
and 

(h) enter into contracts, execute instl'U-
ments, incur liabilities. and do all things 
necessary or incidental to the proper man
agement of the a.fi'alrs and the proper and 
prudent conduct of the business. 

PINANCING 

SEC. 404.. (a) PER D!Elll SUltCHAR&E.-Each 
railroad, except a switchlng and terminal 
railroad, shall pay to the Corporation a p-er 
diem surcharge of fifty cents per earday on 
each unit of rolling stock for each day that 
such a railroad incurs a car blre charge for 
the use of such unit of rolling stock. The Di
rectors shall impose such per diem surcharge 
not lata' than sixty days after taking office 
under section 402{t) of th1s Act and shall 
terminate it when it has collected such sum 
as may be necessary for the purposes of this 
title but not less than · 10,000,000 nor more 
than $30,000,000. Surcha11ges are payable on 
the tenth day of the second month succeed
ing the month in whieb. the chal'ge accrues. 
Within six months of the terminamn of 
such surcha~. the Corporation sh&64 refund 
to any railroad or group of railroads under 
common management and control any pay
ments made by such rallroad {)r railroads in 
excess of ten per centum of the total paid by 
all railroads. 

(b) NEGOTIABLE DEBENTURES.-The Cor
poration shall issue to each railroad a 
negotiable debenture in the amount of the 
surcharge paid under subsection (a) of this 
section. The debenture shall bear and pay 
interest at a rate to be determined by the 
Secretary of the Treasury to be the current 
rate for similar debentures in the open 
market. The par value of such debentures 
shall be due and payable Deoember 31 of the 
thirtieth year after the date of issuance 
thereof or the first business day thereafter 
if such date is a Saturday, Sunday, or holi
day. Such debentures are debts of the Cor
poration but are subordinate to aU other 
such debts. The United States of America 
does not guarantee either the par value or 
the interest on such debentures. 

(c) REFUND OF PElt DlEM SURCHARGES.-(!) 
In the event of partial or complete liquida
tion of the Corporation, any assets remaining 
after payment of the Corporation's {)bliga
tions and ~xpenses will be distributed pro 
rata to the railroads, not to exceed in an,. 
case the amount paid as per diem surcharges 
under subsection {a' of this section plus 
accrued interest, if any. The remainder of 
such assets will be paid into the Treasuzy 
of the United States ami credited to miscel
laneous receipts. 

(2) In the event of complete liquidation 
of any railroad subject to this Act, the Di
rectors of the Corporation may, if and when 
funds are a-vailable, refund to such railroad 
a sum not to exceed the amount paid in as 
per diem surcharges under the provisions 
of subsection (a) of this seetlon plus ac
crued interest, if any. 

(d) INCURRENCE OF DEBT FOR CAPITAL PUR
POSES.-The Corporation ls empowered to 
incur debt tor capital purposes. Such debt 
may be incurred in the form of bonds, de
bentures, equipment trust eertificates, con
ditional sale agreements, or any other form 
of securities, agreements, or obligations. So 
long as all the capital stock of the Corpora
tion is owned by the United States, the pay
ment of principal and interest on all obli
gations issued by the Corporation is guar
anteed by the United states. Such guarantee 
shall be expressed on the face of the obliga
tion. So long as any capital stock is owned 
by the United states, payment of principal 
and interest on obligations issued by the 
Corporation may, in the discretion of the 
Directors, be guaranteed by the United 
States. Such guarantee shall be expressed on 
the face of the obligation. Guaranteed obli
gations shall not exceed $1,000,000,000 in 
principal amount outstanding at any one 
time. Such obligations may be redeemable 
at the option of the Corporation before ma
turity in such manner as may be stipulated 
therein and shall be in such forms and de· 
nominations, have such maturities, and be 
subject to such terzns and conditions as shall 
be determined by the Directors. With the ap-
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proval of the Secretary of the Treasury. The 
Corporation may also incur debt not guar
anteed by the United States, in addition to 
that provided for under subsection (b) of 
this section. 

(e) PuRCHASE OF OBLIGATIONS BY 'TREAS• 
URY.-The Secretary of the Treasury may 
elect to purchase the obligations of the 
Corporation guaranteed by the United States 
in an amount not to exceed $1,000,000,000 in 
principal amount outstanding at any one 
time, under such terms, including rates of 
interest, as he and the Corporation may 
agree, but at a rate or yield no less tha-n the 
current average yield on outstanding Treas· 
ury securities of comparable maturity, as 
determined by the Secretary of the Treasury. 

(f) PUBLIC DEBT 'l'RANSACTION.-For the 
purpose of any purchase of the obligations of 
the Corporation, and to enable him to carry 
out his responsibility relating to guarantees 
made pursuant to this section, the Secretary 
of the Treasury is authorized to use as a pub
lic debt transaction the proceeds from the 
sale of any securities issued under the Second 
Liberty Bond Act, as now or hereafter in 
force, and the purposes for which securities 
may be issued under the Second Liberty 
Bond Act, as now or hereafter in force, are 
extended to include any purchases of the 
obligations of the Corporation under this 
Act. The Secretary of the Treasury may at 
any time sell, upon such terms and con
ditions and at such price or prices as he shall 
determine, any of the obligations of the Cor
poration acquired by him hereunder. All re
demptions, purchases, and sales by the Secre
tary of the Treasury of the obligations of the 
Corporation shall be treated as public debt 
transactions of the United States. 

(g) AUTHORIZATION FOR APPROPRIATIONS.
(!) In order to facilitate the formation and 
the implementation of the objectives of the 
Corporation, there is hereby authorized to be 
appropriated, out of money in the Treasury 
not otherwise appropriated, the sum of $10,-
000,000 to be used to acquire capital stock 
of the Corporation, such sum to continue to 
be available until expended. 

(2) There are authorized to be appro
priated to the Secretary of the Treasury such 
sums as may be necessary to pay the prin
cipal and interest on notes or obligations 
issued by him as a consequence of any 
guarantee made under this section. 

(3) In the event of any default on any 
guaranteed obligation, and payments in ac
cordance with a guarantee by the United 
States, the Attorney General shall take ap
propriate action to recover the amount of 
such payments, with interest, from the Cor
poration or other persons liable therefor. 

(h) LAWFUL INVESTMENT AND ExEMPTION 
FROM REGULATIONS AND RESTRICTIONS.-Secu
rities guaranteed under this section shall 
be lawful investments and may be accepted 
as security for all fiduciary, trust, and public 
funds, the investment or deposit of which 
shall be under authority or control of the 
United States or any officer or officers there
of shall be deemed to be exemp.t securities 
within the meaning of laws administered by 
the Commission. The limitations and restric
tions as to a National or State bank dealing 
in, underwriting, or purchasing investment 
securities for its own account, as provided 
in section 5136 of the Revised Statutes, as 
amended (12 U.S.C. 24), and section 5(c) of 
the Act of June 16, 1933 (12 U.S.C. 335), shall 
not apply to securities guaranteed under 
this section. 

(1) CAPITAL STOCK.-(1) The Corporation 
is authorized to issue and have outstanding 
capital stock in such amounts and of such 
classes as it shall determine. At no time 
shall the aggregate of the shares of the capi
tal stock of the Corporation owned by a. 
single railroad or by any person controlling 
one or more railroads, as defined in section 
1(3) (b) of the Interstate Commerce Act 
(49 U.S.C. 1(3)(b)), directly or indirectly 
through subsidiaries or affiliated companies, 

nominees, or any person subject to its direc
tion or control or by any other stockholders, 
or any syndicate or affiliated group of such 
stockholders exceed 5 per centum of such 
shares issued and outstanding. 

(2) The requirement of section 45(b) of 
the District of Columbia Corporation Act 
(D.C. Code, sec. 29-920(b)) as to the per 
centum of stock which a stockholder must 
hold in order to have the rights of inspection 
and copying set forth in that subsection shall 
not be applicable in the case of holders of 
the stock of the Corporation, and they may 
exercise such rights without regard to the 
percentage of stock they hold. 

(3) Capital stock of the Corporation offered 
and sold to the public shall be offered in 
compliance with all applicable laws of the 
United States governing the offering and 
sale of securities by private corporations. 

{j) AUDIT AND EXPENDITURES.-(!) So long 
as any capital stock of the Corporation is 
owned by the United States, "Railroad Equip
ment Corporation" shall be subject to the 
provisions of the Government Corporation 
Control Act (31 U.S.C. 841 et seq.). 

(2) Except as otherwise provided in para
graph ( 1) of this subsection, the Corpora
tion is authorized to make such expenditures 
and to enter such contracts, agreements, and 
arrangements as it deems necessary, upon 
such terms and conditions and in such man
ner as it decides. This authorization includes 
the power to make a final settlement or com
promise of all claims and litigation by or 
against the Corporation. 

(3) Nothing in this subsection shall be 
construed to deny the Corporation the power 
to obtain audits of its accounts and reports 
concerning its financial condition and opera
tions by a firm or firms of certified public 
accountants. Such audit and reports would 
be in addition to those required by this sub
section. 

(4) Section 101 of the Government Cor
poration Control Act (31 U.S.C. 846) is 
amended by ( 1) striking out "and" in the 
last clause thereof; (2) striking out "." at 
the end thereof and inserting in lieu thereof 
the following: "; and Railroad Equipment 
Corporation.". 

CONVERSION TO NONGOVERNMENTAL 
CORPORATION 

SEC. 405. (a) PLAN FOR PuBLIC SALE.-As 
soon as practicable, a panel composed of the 
Secretary of Transportation, the Secretary 
of the Treasury, the Chairman of the Securi
ties and Exchange Commission, the Chair
man of the Commission, and the Chair
man of the Directors of the Corporation shall 
submit to the President and to the Congress 
a plan for the public sale of stock in the 
Corporation after finding that a market exists 
for the sale of such stock and that the pur
poses of this Act will be served thereby. This 
plan shall include, among other elements, 
a program which-

( 1) will require refinancing, or the estab
lishment of a reserve fund or other method, 
in order to protect the public interest 
against defaults on obligations of the Cor
poration guaranteed by the United States; 
and 

(2) will assure that the sale of the stock 
will result in a wide dispersion in the owner
ship of the stock. 

(b) REQUIREMENTS.-The plan for sale o:f 
stock to the public shall specify a program 
for systematically reducing the amount of 
obligations of the Corporation guaranteed 
by the United States and shall propose a 
capital structure for the Corporation de
signed to insure sound financial and operat
ing performance. Unless the Congress dis
approves the plan within six months follow
ing submission of the plan to it, stock shall 
be sold in accordance with the plan. 

(C) NEW BOARD MEMBERS.-Upon the Sale 
of stock to the public, the Board of Directors 
may be enlarged by the addition of mem
bers elected by owners of such stock. In no 

event, however, shall the Board of Directors 
exceed fifteen members while any capital 
stock in the Corporation is held by the 
United States. During such period, the rights 
and privileges of owners of such stock, in
cluding determination of the number of di
rectors to be so elected, shall be set forth in 
the bylaws of the Corporation. 

(d) PRocEEDs oF SALE.-The proceeds from 
the sale of stock to the public shall be ap
plied to the retirement of the stock held 
by the United States. Upon the retirement 
of all the stock held by the United States, the 
terms of office of the members of the Board 
of Directors appointed under section 402(d) 
shall terminate as provided by the plan un
der subsection (a) of this section. There
after, all except three of the Directors shall 
be elected by the owners of the stock. The 
President shall have authority to appoint 
such three directors, by and with the advice 
and consent of the Senate-

( 1) one, to be selected from a list of 
qualified individuals recommended by the 
parent body of the American Federation of 
Labor and Congress of Industrial Organiza
tions; 

(2) one, to be selected from a list of qual
ified individuals recommended by the Fed
eral Trade Commission after consultation 
with organizations of consumers; and 

(3) one, to be selected from a list of quali
fied individuals recommended by the Com
mission, after consultation with organia
tions of shippers. 

As used in this subsection, a list of qual
ified individuals shall consist of no less than 
three individuals. 

(e) POSITION OF UNITED STATES.-Upon 
the retirement of all the stock held by the 
Unit'3d States-

(1) the Corporation shall pay an annual 
fee to the United States equal to the dif
ference between the amount of interest ac
tually paid upon outstanding guaranteed 
obligations and the amount which would 
have been paid, as determined by the Secre
tary of the Treasury, if such obligations had 
not been guaranteed by the United States, 
plus one-fourth per centum; 

(2) the Corporation shall make every ef
fort to refinance obligations in order to ter
minate the liability of the United States 
arising from its guarantee of obligations; 
and 

(3) the Secretary of the Treasury may no 
longer purchase or guarantee the notes or 
other obligations of the Corporation. 

(f) DEFAULT.-If the Coroporation de
faults in the payment of obligations guar
anteed by the United States, the United 
States is authorized to take control of the 
Corporation and a new Board of Directors 
shall be appointed pursuant to section 
402 (d) o:f this Act. 

NATIONAL ROLLING STOCK INFORMATION 
SYSTEM 

SEC. 406. (a) ESTABLISHMENT.-If a na
tional rolling stock information system, as 
defined in section 301 of this Act, is not op
erating effectively when the Corporation is 
established, it shall establish such a system. 
If the Corporation undertakes to establish 
such a system, the Secretary shall grant it 
access to and authority to use all informa
tion, studies, designs, equipment, facUlties, 
computer programs, and other things 
acquired or developed under section 301 of 
this Act. The Secretary shall give the Cor
poration all possible assistance to further 
the purposes of t~is section. 

(b) INFORMATION ACCESS.-Data and other 
information derived from the national roll· 
ing stock information system shall be made 
available on an equal basis to the Corpora
tion, shippers, railroads, the Commission, 
the Secretary, and interested members of the 
public, subject to rules to be issued by the 
Commission to preserve the confidentiality 
of certain types of competitive information 
:furnished for use in connection with the 
system. 
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(e) REPORT . ....;_The Corporation shall report 

to the Congress annually on the progress 
made in lmplementing such national .syst2r1. 
Each report shall include recommendations 
as to any additional funding deemed neces
sary to make the national system mo.re effec
tive. The Commission shall publlsh a report 
on such system thirty days after the pub
lication of each report by the Corporation 
under this subsection. 

"USE OF EQUlPMENT SUPPLJ:ED BY THE 
COJU>ORATIDN 

SEc. 40'1. (a) USER CHARGES.-The Cor
poration 5hail establiSh and maintain .a 
schedule of charges for the use of general 
service .railroad freight cars and other rolling 
stock, and equipment direety related to the 
utilization l>f .rolli.Dg stock. The rates shall 
be such as will, in the judgment of the Di
rectors, enable the Corporation to meet Its 
operating and administrative expenses, in
cluding depreciation and carrying-charges for 
indebtedness • .and to proYide sufiic.ient earn
ings to facilitate the conversion of the Cor
poratlon to private ownership in accordance 
with section 405 of this Act as soon as pos
sible. Such charges shall in no case exceed 
one hun.dred and fifty per centum of the cost 
to the Corporation of acquiring, owning. 
maintaining, and operating the rolling stock 
for equipment being so used. In establishing 
such charges. the Corporation shall consider 
prev.aRing rates and conditions for simllat" 
equipment. 

(b) USER CHARGES PRECLUDED.-The Cor
poration shall not assess any charges for 
roUlng stock located on a railroad where that 
rolling stock is not required by such ran
road ~or use in originating traffic: Pmviclecl, 
Thll.t--

(1) such rolling stock ls not the subject 
of a car service orde.r by the Oorporation or 
the Commission; and 

{ 2) such .railroad furnishes .approprla te 
notice to the Corporation pursuant to terms 
and ~nditions established by it regarding 
the use of such rolling stock.. 

(C) CONDI'fiONS ON USE.-Th.e Corporation 
shall establish-

( 1) reasonable rates of compensation for 
storage of excess rolling stock on the property 
of .any railroad, through negotiation with 
such railroad; 

{2) terms and conditions governing the 
use of its equipment, including requirements 
for identification of :rolling stock, as are in 
its ju.dgmen-t appropriate to effectuate the 
purposes of this Act. Such terms and con
ditions may be modified and amended from 
tlme to time; and 

(3) just and reasonable car service rules, 
regulatl<ms, and practices, and ear distribu
tion directions with respect to its rolling 
stock. Such rules. regulations. and practices 
shaU be established after consulting with the 
Commission. railroads and car distribution 
agencies. They shall,. together With car dis
tribution directions issued thereunder. take 
precedence over any .rules, regulations. or 
practices in confiict therewith which are 
issued or :applied by any railroad or group 
o! rallroa.ds. Such rules, regulations, and 
practices may be modified and amended from 
time to time. 

{d) COMPLIANCE W1TH CONDTI'IONS.-Each 

railroad shall comply with such car service 
rules. ·regulations, and practices as may be 
established, together with such car dis
tribution. directions as may be issued, pur
suant to this section. 

(e) INTERCHANGE OF CARS.-No raRroad 
may refuse to transport any general service 
ra.ilroad freight car owned l:Jr supplied by 
the Corporation. whether loaded or empty. 
subject to any applicable safety regulations. 
reason-able interchange rules, reasonable line 
clearances. reasonable weight limitations, 
and user charges set under this section.. 
No railroad. shall. be entitled -to any com
pensation from the Corporation for moving 
empty Corporation-owned rc-lllng stock from 

any point on its nne or railroad to any point 
or another line of railroad, between any 
points on Its Une a! railroad. or as a bridge 
carrier between points on two or more other 
lines of railroad: f'rotJUted, Tha~ such stock 
was moving under .a cal" distribution di.reetive 
{1) issued by the Commission or (2) issued. 
by the Corporation for the pllrpl)se of dis
tributing Corporation-owned cars for load
ing. 

COMKISSJ:ON REVIEW 

SEc. 408. The Corporation shall be subject 
to sections 1{10) through 1(17, of the Inter
state Commerce Act, .and the orders of the 
Commission thereunder to the extent ap
plicable. Upon petition of any person af
fected by any charge. rule, regulation, prac
tice. term, condition, o.r directive of the 
Corporation, or upon its own motion. the 
Commission shall lnake an investigation 
and shall order any charge, rule, regulation, 
practice, term, condition, or directive which 
it finds not to be in conformity With this 
Act, or to be inconsistent with any rule, 
order, or direetive a! the Commission pur
suant to applicable provisions of sections 
1(10) through 1(17) of the Interstate Com
merce Act to be canceled, annulled, amended, 
or suspended as the Commission shall "find 
to be appropriate. 

EN.FORCEMENT 

SEc. 409. (a) GENERAL.-In an appropriate 
civil .action. the Corporation may apply to 
any district court of the United States which 
has jurisdiction over the parties and in which 
venue Is properly laid under section .1291 of 
title 28, United States Code, for an o.rder o.r 
judgment to enforce compliance with any 
obllgation owing -to it under or 1n accord
ance with any provision of this title or under 
or in accordance with any agreement or regu
lation entered into o.r issued pursuant to 
this title. Nothing contained in this action 
shall be construed to relieve any person from 
any punishment, liability, or sanction which 
may be imposed otherwise than under this 
Act. 

(b) EQUITABLE RELIEF.-(1) If the Cor
poration, any railroad, or any person fails 
or neglects to comply with any .rule, regula
ti<>n. or practice established under this title, 
fails to pay any charge imposed under this 
title, falls or refuses to comply with any car 
distribution direction or other order issued 
under this title, or falls to obey any direc
tive by the Oommlsslon to pay charges, any 
district court of the United States having 
jurisdiction over the parties and In which 
venue is properly laid under section 1291 
of title 28, United States Code, may grant 
relief. Upon a petition by the Commission 
or by the Corporation, such court shall .have 
jurisdiction to grant such relief as may be 
necessary or appropriate to prevent or ter
minate such failure or refusal. 

(2) If the Co.rportaion, any railroad, or any 
other person violates or threatens to violate 
any provision of this Act or ·any rule, regula
tion, or l:Jrder Issued under this Act. any dis
trict court of the United states havtng juris
diction over the parites .and in which venue 
is properly laid under section 1291 of title 
28, United states Code, may grant relief. 
Upon a. petition, or, in the case of a labor 

. agreement, u.pon the petition of any em
ployee affected thereby or a duly authorized 
representative of such employee. such court 
shall have jurisdiction to grant sucll equit
able relief as may be necessary or appro
priate to prevent or terminate such violation. 

ANNU.AL .REPORT 

SEc. 410. The Corporation shall cause to 
be prepared and transmit simultaneously 
to the President and the Congress an .an
nual report com:mencl:ng one year after its 
establishment. Such report shall include-

(a) a comprehensive and. detailed review 
and. summary of the operatlonB, activities, 
and accomplishments of the Corporation 
under this Act; 

(b) an account of the state of railroad 
freight services ln the United States, In
cluding the number of rolling stock, by 
classes, acquired and owned by the Corpora
tion and the number acquired .and owned 
by the railroads; and 

(c) a statement of the Corporation's re
ceipts and expenditures for the previous 
year. an explanation of the method for de
termining the type and amount of rolling 
stock purchased, and the criteria used in dis
tributing rolling stock. 
The Commission and the Secretary shall from 
time to time. but not less than once every 
two years, investigate and evaluate the per
formance of the Corporation in light of the 
purposes of this Act and each shall cause to 
be prepared and tra.nsmlt. simultaneously 
to the President and the Congress a report 
thereon. 

TITLE V-GENERAL PROVISIONS 
PP.OTECTIVE AlmANGEMENTS FOR EMPLOYEES 

SEc. 501. (a) GENERAL.-In carrying out 
their functions under this Act and as a con
dition precedent to the execution of any 
contract, the guarantee of any obligation. 
and the approval or inducement of any othe.r 
action under this Act, the Board, the Secre
tary, and the Corporation shall take adequate 
steps to protect the Interests of affected 
employees. Each contract as to which any 
railroad or car-pooling company is either a 
party or a beneficiary shall include fair and 
equitable arrangements, as certified by the 
Secretary of Labor, to protect the Interests 
of individual railroad employees who are or 
who may be affected in their employment by 
such contract. Such protective arrangements 
shall include the arrangements specified in 
section 405 of the Rail Passenger Service Act 
of 1970, as amended {45 U.S.C. 565); section 
13 of the Urban Mass Transportation Act 
of 1964, as amended (49 U.S.C. 1609); and 
section 6 of the High Speed Ground Trans
portation Act of 1965, as amended ( 49 U.S.C. 
1636). 

{b) BUILDING AND REBUILDING CONTRACTS 
OF CORPORATION.-The Corporation, in .award
ing contracts for the building or rebuild
ing of .rolling stock under title IV of this 
Act. shall conform to prevailing practices in 
the .railroad industry at the time of each such 
contract in dividing such work between rail
roads with facilities for building and rebuild
ing rolling stock and nonrail.rl:Ja.ds with such 
facilities. Such contracts. as are awarded to 
railroads, shall be performed through the use 
of the !acUities .and the employees of such 
railroads .and shall not be subcontracted. In 
awarding such contracts. the Corporation 
shall be guided by the .relative proportions of 
such building .and rebuilding as was per
formed in rallroad as opposed to nonrailroad 
facilities during the five-calendar-year period 
preceding the award of such contract. Varia
tions from these proportions shall not exceed 
5 per centum lf the total .amount of build
ing .and rebuilding declines from levels at 
the date of enactment of this Act. If the 
Corporation fails to maintain required rela
tive proportions in distributing such work 
to railroad facilities under such contracts. 
the fair and equitable employee protective 
arrangements required by subsection (a~ 
hereof shall become e1Iective. Notwithstand
ing the foregoing, no contract shall be 
awarded for the building or rebuilding of 
rolling stock by such Corporation unless such 
work meets the minimum specifications 
established by the Corporation in accordance 
with the purposes of this Act. 

· (c) JoB TRAINING.-RaHroad employees ad
versely affected by any :action taken pur
suant to this Act deslgned to provide for 
more effective use and distribution of roll
ing stock shall be reassigned and. if neces
sary, retrained to perform the new tasks 
covering the functions whleh they had per
formed prior to such action. The performance 
of such functions shall be considered to be 
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within the same craft or class as that in 
which such railroad employees were classi
field prior to such change and the rights of 
such employees to the same representation 
shall be preserved. A railroad £mployment 
position which is affected by any such change 
may be eliminated as it becomes vacant 
through the death or voluntary resignation 
or retirement of the employee holding such 
position: Provided, That the rate of attri
tion of such positions in any calendar year 
shall not exceed: 

(1) four per centum of the total number of 
affected employees of such railroad, as deter
mined by the Secretary of Labor, or 

(2) a per centum equal to the average of 
the actual rate of attrition of the total num
ber of affected employees of such railroad 
for the preceding three calendar years, as 
determined by the Secretary of Labor, which
ever is greater. 

(d) OrHER LAws.-In his administration 
of the provisions of this Act, the Secretary of 
Labor shall consolidate the program author
ized herein with the companion programs 
under the Rail Passenger Service Act of 1970, 
as amended (45 U.S.C. 565); the Urban Mass 
Transportation Act of 1964, as amended ( 49 
U.S.C. 1609); and the High Speed Ground 
Transportation Act of 1965, as amended ( 49 
U.S.C. 1636). The Secretary of Labor shall 
uniformly develop, interpret, and apply the 
procedures and standards under these sev
eral laws. 

(e) REPAm AND MAINTENANCE CONTRACTS.
To the extent practicable, the Corporation 
shall award contracts for the repair and 
maintenance of its rolling stock to railroads 
with facilities for performing such work. 

(f) CONSTRUCTION CONTRACTS.-The Board 
(pursuant to title II), the Secretary (pursu
ant to title III), and the Corporation (pur
suant to title IV) shall take such action as 
may be necessary to insure that all laborers 
and mechani"cs employed by contractors and 
subcontractors in the perforiUa.nce of con
struction work financed with the assistance 
of funds received under any contract or 
agreement entered into under this Act shall 
be paid wages at rates no less than those 
prevailing on similar construction in the 
locality as determined by the Secretary of 
Labor in accordance with the Davis-Bacon 
Act. The Board, the Secretary, or the Cor
poration shall not enter into any such con
tract or agreement without first obtaining 
adequate assurance that required labor 
standards will be maintained on the con
struction work. Health and safety standards 
promulgated by the Secretary of Labor pur
suant to section 107 of the Contract Work 
Hours and Safety Standards Act (40 U.S.C. 
333) shall be applicable to all construction 
work performed under such contracts or 
agreements, except any construction work 
performed by a railroad employee. Wage rates 
provided for in collective-bargaining agree
ments negotiated· under and pursuant to the 
Railway Labor Act or the National Labor 
Relations Act shall be considered to be in 
compliance 'with the Davis-Bacon Act; the 
highest of such wage rates shall be the ap
plicable standard for all laborers and me
chanics not covered by any such agreement 
and employed by contractors and subcon
tractors engaged in the building and rebuild
ing of rolling stock pursuant to title IV of 
this Act. 

SEP.o\RABILITY 
SEC. 502. If any provision of this Act 

or the application thereof to any person or 
circumstance is held invalid, the remainder 
of the Act and the application of such pro
vision to other persons or circumstances shall 
not be affected thereby. 

The PRESIDING OFFICER. The time 
on the bill is limited to 1 hour. to be 
controlled and divided by the majority 

and the minority leaders or their desig
nees. with one-half hour on any amend
ment, debatable motion or appeal. 

Who yields time? 
Mr. ROBERT C. BYRD. Mr. President, 

I suggest the absence of a quorum and 
ask unanimous consent that the time not 
be charged against either side. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The clerk will call the roll. 
The second assistant legislative clerk 

proceeded to call the roll. 
Mr. HARTKE. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. HARTKE. Mr. President. what is 
the pending business? 

The PRESIDING OFFICER. The 
pending business isS. 1149. 

How much time does the Senator yield 
himself? 

Mr. HARTKE. I yield myself such time 
as I may need. 

Mr. President, for the information of 
the Senate I do not think that this de
bate will be very long. There has been 
pretty much agreement in the Commerce 
Committee upon what we are planning 
to do here. 

The committee, in reporting this bill, 
recognizes that the Interstate Commerce 
Commission has had to deal with freight
car shortages since its first case after the 
act was passed in 1887. That is, basically, 
it is time we end the shortage of freight 
cars in the United States. 

It goes without saying that the railroad 
situation in America today is in the 
throes of a very deep c1isis. One of the 
problems we have is that there is this 
perennial shortage of freight cars. Ap
peals are made by the various shippers, 
and the railroads, in turn, try to accom
modate the requests of the shipping pub
lic. The end result is that the actual cost 
to the United States in lost time, lost 
effort, and loss of proper utilization of 
cars which has to be corrected. 

We have had long hearings. The bill 
itself is basically in three parts. The first 
part provides for the creation of a guar
anty fund, which would utilize the credit 
of the United States to insure continuing 
obligations t.o purchase rolling stock. The 
second deals with proper utilization of 
the freight cars; and the third requires 
the creation of a railroad equipment 
corporation, to acquire rolling stock and 
establish a national rolling stock pool if 
the problem is not otherwise solved. 

Basically, in the event that proper 
utilization is not achieved by the rail
roads themselves, there is a triggering 
device to provide for a Federal corpora
tion to proceed to do what the raih·oads, 
in such case, have failed to do. How
ever, the triggering device is such that it 
would still require the actions of the 
Federal corporation to be brought back 
to Congress, and would provide for a last 
look before we proceed to what many 
people feel would be a first step toward 
nationalization of our railroad system. 

It is not the intent of the committee 
to interfere in any way with private op
eration of the railroads. It is not the 
intent of the committee to provide for 

any precedent in this fiield. It is its intent 
to alleviate the shortage of railroad cars 
in the United States, and to make pos
sible the financing of necessary railroad 
equipment. 

Mr. President, I pay tribute to the dis
tinguished Senator from Kansas (Mr. 
PEARSON), who has worked very dili
gently in ·chis field, and who has seen 
firsthand the difficulties which have oc
curred as a result of the shortages. 

I think we have provided a very satis
factory solution, one which is in the in
terest of the shippers, of railroad man
agement, of railroad labor, and of the 
country generally. · 

Mr. PEARSON. Mr. President, will the 
Senator yield? 

Mr. HARTKE. I yield. 
Mr. PEARSON. I compliment the 

Senator from Indiana for bringing forth 
this legislation from his subcommittee, 
which represents 2 years• effort in the 
formualtion of steps to make some prog
ress toward the solution of this peren
nial and now very long-term shortage in 
this vital part of our national trans
portation system. 

Mr. President. I am pleased to serve 
as floor manager for the minority during 
Senate consideration of the Rolling Stock 
Utilization and Financing Act of 1973, 
commonly called the "freight car bill." 
This legislation is the product of several 
years of Commerce Committee attention 
to the chronic freight car shortage which 
has plagued our Nation's railroads, ship
pers and consumers of products trans
ported by rail. 

As reported by your committee, S. 1149 
constitutes the most far-reaching assault 
on the freight car problem ever debated 
in this body. Lesser measures enacted in 
past years have simply proved inade
quate to the challenge. This bill man
dates and encourages a broad range of 
initiatives, on the part of both industry 
and Government, to improve utilization 
of the rolling stock fleet and to expand it. 
Having considered in depth the provi
sions of S. 1149, your committee has con
cluded that, with the good-faith cooper
ation of the industry, this measure will 
be responsive to the documented needs of 
the users of rail transportation in Amer
ica. 

Mr. President, I submit initially that 
while this legislation reflects a deter
mined congressional policy and govern
mental effort to assist in resolving the 
freight car problem, it is in no sense 
a radical proposal. The bill does not con
template nationalization of the problem, 
and it certainly does not contemplate 
nationalization of the industry-or any 
part of it. The committee bill would en
hance the opportunities of good private 
sector rail management to improve serv
ice and become more efficient by provid
ing loan guarantees for the purchase or 
lease of rolling stock. facilities, and 
equipment. It would provide technical 
and financial assistance for the develop
ment of a computerized car information 
system and a national car information 
center. 

In the event that these provisions prove 
inadequate, the Congress will have the 
opportunity to consider the creation of 

.. 
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a Q.uasi-public railroad equipment cor
poration to acquire and manage.a "dem
onstration" pool of rolling stock. The 
proposed corporation would also have 
authority to implement the national roll
ing stock information center if it is not 
already in existence. 

The bill provides adequate time for the 
railroads to take advantage of the loan 
guarantees and technical assistance be
fore congressional action on a resolution 
to create the corporation. Thus, your 
committee has embraced the proposition 
that private sector management should 
be called upon, ar .. d given the opportu
nity, to meet the freight car challenge 
without significant Federal intervention. 
But the bill provides, in the public in
terest, a Federal response in the event 
that all else fails. 

Mr.. President, the committee has con
ducted extensive hearings on the pend
ing legislation. Hearings were held in 
Washington, D.C., on a comparable meas
ure in the 92d Congress, and in this 
Congress. Field hearings were conducted 
in Oregon and Dodge City, Kans. The 
hearing record is replete with documen
tation of two fundamental problems-the 
capacity of the Nation's rail car :fleet is 
inadequate, and the :fleet is underutilized 
because of inefficiencies in the distribu
tion and handling of cars. 

In 1972 the railroads transported 780 
billion ton-miles of revenue traffic-the 
highest in history and freight car short
ages were minimal due to consistently 
improving management. During the first 
6 months of 1973, however, the Nation 
experienced its greatest car shortage in 
history-an average daily shortage of 
between 30,000 and 40,000 cars in some 
months. This shortage was due, primarily, 
to a substantial increase in agricultural 
export commitments. The best estimate is 
that January to June 1973 was not an 
anomaly, that traffic volume will increase 
steadily throughout this decade-with a 
need for an additional 617,000 cars cost
ing the railroads and other investors 
some $8.8 billion to procure. 

The U.S. Department of Transporta
tion, in the course of 1971 hearings, esti
mated that an additional130,000 cars are 
needed now-an investment of $2.3 bil
lion to meet current demand. 

Mr. President, our hearing record 
demonstrates that a financially weak 
railroad cannot allocate adequate capital 
for new equipment and facilities. And 
because of its failure tc obtain need£'d 
equipment, the railroad loses traffic and 
becomes financially weaker. The Penn 
Central, for example, lost $35 million in 
revenue betw9en 1964 and 1970 because 
of its failure to acquire sufficient grain 
hoppers. According to a ?enn Central 
trustee, th~ railroad lost $6.48 million in 
potential revenues between. January 1, 
1973, and April 2';, 1973, because of its 
inadequate hopper fleet. 

The committee bill is responsive to 
this problem. The committee contem
plates that financially weak railroads, 
and railroads in reorganization, will be 
the priority consumers of Federal equip
ment obligation guarantees for the pur
chase qr lease of rollin5 stock. The guar
antees will be in a revolving fund, with 
not more $2 billion outstanding at any 

one time. The guarantees will serve not 
only to expand the :fleet, but also to as
sist marginal roads in meetinb" their ob
ligation to implement their share of the 
national computerize~ information sys
tem. 

Mr. President, the committee is cog
nizant of the dismal fact that the aver
age freight car is in movemen~ only 12 
percent of its lifetime. It is moving with 
a load only about 7 percent o: the time. 
The average car moves loaded an aver
age of only 32 miles per day. These sta
tistics, admittedly, are misleading. If a 
shipper orders cars and delays loading, 
the problem in that instance is hardly 
the fault of the railroad. If a port is 
congested with ships but ha~ few load
ing docks, the railroads cannot be blamed 
for the resulting backlog of cars await
ing service. Branch line service cannot 
be economical on a daily basis in most 
cases. The shipper who receives empty 
cars on Monday, and has them collected 
loaded on Thursday has no compaint 
against the railroad-but the procedure 
is devastating to the percentages in com
puting utilization. And finally, grain ele
vators during harvest hope to stockpile 
cars in advance of the anticipated glut. 
Kansas farmers harvestel! 380 million 
bushels of wheat in recent weeks-an 
almost impossible burden on the country 
elev&.tor, terminal and rail systems. 

Nevertheless, Mr. President, the hear
ing record clearly establishes that im
proved efficiencies in the use of the ex
isting fieet can dramatically relieve the 
chaotic conditions which the shortage has 
chronically brought to shippers in peak 
periods of demand. The railroad industry 
is to be commended for inaugurating, 
at considerable cost, the rudiments of a 
nationwide computerized information 
system. The industry has concluded that 
such a system not only will serve ship
pers, but also strengthen financially the 
railroads. The committee bill contains 
carefully drawn language which will as
sist i:::1 the timely implementation of the 
system envisioned by the industry. In
herent delays in resolving differences 
among dozens of independent companies 
with respect to the design of the system 
will be obviated by the Secretary's de
termination, after due regard has been 
paid to the interests of all railroads, as 
well as the interests of shippers. 

One railroad official testified that, after 
installation of the information system 
on his lines alone, the company was 
able to handle comparable traffic with 6 
percent fewer cars. If the same efficien
cies can be obtained nationwide, the re
sult will be the equivalent of about $2 
billion in new equipment. It is in every
one's interest to proceed promptly with 
the finalization of the information sys
tem. 

Mr. President, the recent wheat har
vest in my State of Kansas once again 
documented the need for legislation com
parable to that before the Senate today. 
bur farmers harvested the largest wheat 
crop in history. Grain was piled on the 
ground in various locations throughout 
the State because of the car shortage. 
Elevator operators were forced to turn 
away farmers who needed. in the most 
urgent terms, access to storage facilities. 

The railroads made -a good effort, but, as 
expected, the roads which had invested 
less in new equipment were least able to 
serve their customers. Cars which had 
been positioned in the eastern district ar
rived to ease the shortage, but they 
could have arrived sooner and been of 
more timely relief. The lessons of the 
1973 harvest reinforce the lessons of past 
years: more cars are needed by the mar
ginal roads, particularly, and computer
assisted location and disposition of avail
able equipment will be of material aid 
in marshalling our resources for peak de
mand periods. 

Mr. President, I am pleased to recom
mend favorable Senate action on the 
pending bill. 

Mr. MAGNUSON. Mr. President, will 
the Senator yield? 

Mr. HARTKE. I yield t-o the Senator 
from Washington. 

Mr. MAGNUSON. Mr. President, let 
me outline for the Senate what a long 
and difficult struggle this has been to 
meet the :"reight car shortage. Years ago, 
we used to have bills-I do not know how 
many I have introduced and the Sena
tor from Kansas has introducec-that 
usually dealt with the shortage west of 
the Mississippi River. I remember one 
time, way back, I had a freight car bill; 
the Commerce Committee reported it out, 
and we had a vote. Every Senator west 
of the Mississippi River voted for it, and 
every Senator east of the Mississippi 
voted against it; and they outnumbered 
us at that time. 

Since that time, the freight car short
age, as the distinguished Senator from 
Indiana has pointed out, ha..; become al
most nationwide, and I need not repeat 
what I have said many times on this 
:floor, that this is a matter that has been 
before the regulatory agency since 1887. 
As a matter of fact, I like to cite this, be
cause it shows what a difficult problem 
this has been: 

In 1887, when the Interstate Commerce 
Commission was created, docket No. 1-
what do you think it was? A petition 
from some farmers in North Dakota to 
relieve them of the freight car shortage 
to get their grain, at that time, to the 
port of Duluth; and the matter has been 
before the ICC ever since that time. 

The Senator from Indiana has per
formed yeoman service on this measure, 
and the Senator from Kansas and other 
members o~ the committee as well, and 
we are hopeful that the passage of this 
measure will be r.. step forward. We do 
not know that it is a panacea, but at least 
it is time that Congress took hold of this 
matter and did something about it; and 
this bill, r..:though it is complicated, we 
believe is even a better bill than that 
which passed the Senate by a vote of 81 
to 0 last year. 

Again I express, as the chairman of 
the committee, niy deep appreciation to 
the Senator from Indiana, the Senator 
from Kansas, and others who have 
worked so hard to try to work out some
thing that will do some kind of a job on 
this freight car shortage. 

I might say just one thing more: Since 
1887, this inatter has been getting worse 
every year. Last year we had the worst 
freight car shortage of all time. I need 
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not tell the occupant of the chair <Mr. 
CLARK) and others what I mean by that. 
It affects everyone. All the best informa
tion we can get is that this year will be 
even worse unless we do something about 
it. 

Mr. President, as I have indicated, 
last year the Senate passed, by a vote of 
81 to 0, S. 1729, a bill to alleviate freight 
car shortages. This bill was not con
sidered by the House and consequently 
did not become law. Today we have 
before us the successor to S. 1729, S. 
1149, the Rolling Stock Utilization and 
Financing Act of 1973. This year the Na
tion is experiencing the worst freight 
car shortage in its history. It is appro
priate, therefore, that the Senate today 
once again provide a comprehensive solu
tion to the freight car shortage problem, 
a solution the country has been awaiting 
since the ICC considered freight car 
shortages as the first item on its first 
docket in 1887. I am hopeful that the 
House will also soon take action on this 
important bill to alleviate the freight 
car shortage. 

The problem, which once only af
fected western farmers during harvest 
~eason, can no longer be dismissed as 
merely affecting a particular industry 
in a particular region during a particular 
season. The dilemma continues to wor
sen, in spite of the ICC's attempts to 
solve the problem through regulation. 
Our Nation's agricultural products rot 
on sidetacks because there are no box
cars to move them to markets. Housing 
costs skyrocket because of lumber short
ages aggravated by railroad inefficiencies 
and the inability of cash-poor railroads 
to purchase modern equipment. 

As the freight car shortage adversely 
affects all Americans, it produces severe 
problems for Washington State shippers 
and consumers. For example, the short
age of railroad freight cars and ineffec
tive utilization of existing freight cars 
has repeatedly been a problem affecting 
the harvest of agricultural commodities 
in the State. The shortage of boxcars 
has also been a long-lasting and pre
dominant problem for the forest prod
ucts industry in the Pacific Northwest. 
The Washington potato industry may be 
forced to reduce its production in the 
near future due to a shortage of refrig
erator cars because none have been re
built in the last 15 years and the aver
age car is over 25 years old. This spring, 
wheat farmers in Washington and other 
major agricultural centers in the country 
lost untold millons of dollars due to the 
freight car shortage. Farmers must pay 
a penalty on uncompleted contracts, and 
elevator operators and farmet·s who are 
unable to pay back loans suffer very 
heavy losses as a result of delayed ship
ments and losses on contracts. 

From the standpoint of the paper, 
lumber, plywood, and other forest prod
ucts industries, the issue of shortages is 
a familiar one. The forest products in
dustry is one of the largest users of 
freight cars; yet it is often unable to 
obtain equipment to meet its demands 
for paper, lumber, and plywood ship-
ments. 

Despite the fact that the forest prod-

ucts industry collectively represents, as 
shippers, the largest single source of rev
enue to the railroads in the United 
States, freight cars are often diverted to 
other shippers while forest products sit 
unable to move to market because of the 
freight car shortage. 

Agriculture loses not only when it is 
unable to ship its products but when it 
is unable to get the fertilizer necessary 
to grow those products. This spring, 
Florida fertilizer producers were short 
3,000 to 5,000 cars and behind in their 
shipments from 17 to 30 days. As a result 
of this, crops were late all over the coun
try. Like farmers all over the country, 
Washington wheat farmers, already ad
versely affected by a late freeze, were 
forced to fw·ther delay crops because 
they were unable to secure adequate fer
tilizer supplies. This fall, a shortened 
growing season will result in a shortage 
of grain and resulting losses for farmers, 
higher food prices, and an increased food 
shortage. 

The shortage not only harms shippers. 
It affects every American consumer. If 
shipments are delayed or crops are not 
planted or the harvest lies rotting in 
warehouses and in the streets, there will 
be shortages and there will be higher 
prices. As America faces an energy crisis, 
coal producers in West Virginia cannot 
get enough hopper cars to carry their 
coal to market. Food prices are going up, 
but farmers are suffering losses because 
they cannot move their surplus grain. 
The freight car shortage has been di
rectly related to the soaring prices of 
feed grains for beef, cattle, and poultry 
and of lumber and other basic commod
ities. Housing prices, for example, are 
higher than ever before in history be
cause builders cannot get the lumber 
they need. 

Both the Department of Labor and the 
President's Cost of Living Council have 
recognized the freight car shortage as a 
very serious problem. Farm editors have 
termed the freight car shortage a "con
stant, persistent, chronic problem" in the 
Western States. 

How extensive is the freight car short
age? On July 7, at a time when the short
age is usually quite low, the ICC reported 
a shortage of 29,825 cars, of which 13,836 
were general-service boxcars, the type 
most in demand. 

The need, then, for a solution to the 
freight car problem is obvious. The Con
gress and the Nation have waited long 
enough for the regulatory agencies and 
the railroads to act. S. 1149 provides a 
legislative solution to the freight car 
problem. 

The natw·e of this serious problem is 
simple. Freight car shortages are the re
sult of two separate and distinct factors: 

First, poor utilization of existing roll
in.g stock; and 

Second, an inadequate supply of roll-
ing stock. As noted in the report of the 
Senate Committee on Commerce on S. 
1149: 
It is unanimously conceded that the gen

eral freight car fleet is poorly utilized. The 
average freight car is in movement only 12 % 
of the time. It is moving with a load only 7 % 
of the time; the rest of the time is empty 
movement. The average freight car moves 
loaded an average of only 32 miles per day. 

What do these Wlderutilization figures 
mean? The Department of Transporta
tion has estimated the shortage of freight 
cars to be about 130,000 cars, about 9 
percent of the existing railroad owned 
fleet. A mere 9 percent increase in car
utilization-increasing load movement 
to 7.63 percent of the time-- would elim
inate this car shortage without the need 
for investment in additional cars. The 
need, then, for increased utilization is ob
vious. The Congress and the Nation have 
waited long enough for the regulatory 
agencies and the railroads to implement 
operational efficiencies. This bill provides 
the needed strong incentive to increase 
freight car utilization. 

The second problem is a shortage of 
general service freight cars. While the 
railroads have invested heavily in special 
service cars, the investment in general 
service cars, primarily box cars, has de
clined. Also, while the stronger railroads 
have sufficient funds to acquire cars for 
their own needs, weaker railroads have 
inadequate access to the capital market. 
High interest rates reduce the number 
of cars they can pw·chase. At the same 
time, these weaker railroads, because they 
must rely upon cars from other rail
roads, pay out a considerable amount in 
payments, thereby further reducing their 
ability to make any investments. Further 
adding to the dilemma, the weaker rail
roads lose several millions of dollars by 
not having sufficient cars available. With
out outside assistance to break the cycle 
there seems to be no hope for movement. 
This bill provides that outside assistance. 

Mr. President, this problem has been 
with us for almost a century. It has been 
studied by the ICC since its formation 
witl: few tangible results from the stud
ies_ The railroads have promised the 
Nation again and again that they would 
alleviate the problem. Instead, efficiency 
and freight car utilization have not 
noticeably improved and the number of 
freight cars has declined. Most notably, 
class 1 railroad ownership of general 
service freight cars has declined from 
352,121 in 1972 to 336,542 in 1972; rail
road ownership of plain gondolas has 
decreased in the last year from 185,622 
to 158,335 and the number of service 
hopper cars owned by these railroads 
has declined in the last year from 385,779 
to 335,686. This decline comes in the face 
of a historically unprecedented traffic 
increase. In the face of stagnant utiliza
tion figures and the fact that with more 
and more traffic, there are fewer and 
fewer cars to use, our shippers face a 
bleak future without some future assur
ance that the legislation proposed by 
this bill will get to the heart of the prob
lem. 

It has taken the Congt·ess nearly a 
ct::ntury to move in this area. As far as 
I know, no one denies that there is a 
problem; no one denies the need for 
prompt and aggressive remedial action. 
When passed by the Senate last session, 
this bill was a good bill. With the im
provements incorporated into S. 1149, I 
think it is even a better bill. For, finally, 
the Congress will be saying to the Na
tion and to the railroad industry: It is 
t!.:....1e that we get our products to the 
marketplace on time at the lowest pos-
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sible cost and if the industry cannot 
accomplish such simple goals, the Gov
ernment, however reluctantly, will step 
ia to assist the railroads in producing 
a better freight transportation system. 

Mr. President, the bill as reported by 
the committee has three major elements. 
I ask unanimous consent that the pur
poses and description of the bill as con
tained in Senate report 93-303 be printed 
in the RECORD at this point. 

There being no objection, the excerpt 
from the report was ordered to be 
printed in the RECORD, as follows: 

PURPOSES AND DESCRIPTION 

The bill as reported by the Committee has 
three major elements: The first provides for 
creation of a guarantee fund, backed by the 
credit of the United States, to insure ob
ligations incurred for the acquisition of roll
ing stock, and equipment or facilities. The 
second provides for Federal efforts to im
prove utilization of freight cars and other 
rolling stock by means of-

(a) technical and financial assistance for 
the development of a computerized car in
formation system and a national car in
formation center, 

(b) development and quarterly publishing 
of an index measuring freight-car utiliza
tion, 

(c) a study by the Department of Trans
portation of ways to improve utilization, 
and 

(d) action by the Department under exist
ing law to improve utilization. 

The third part provides that, in the event 
of continuing failure by industry and the 
private sector to solve the problem of short
ages of railroad freight cars, there may be 
direct government action to establish a new 
institution in the industry mandated to in
novate, to experiment with, and to demon
strate improved practices in freight car utili
zation and management. 

The third part provides for a railxoad 
equipment corporation to acquire rolling 
stock, to manage such rolling stock as a pool, 
and to develop a national rolling stock in
formation system (if one is not in existence) 
if the private sector of the economy is un
able, with the assistance provided by the 
first two parts of the bill, to satisfactorily 
solve the freight car shortage. 

S. 1149 provides clear direction to the in
dustry to attack the problem of inadequate 
freight car supply and underutilization. It 
provides financial assistance and time and 
latitude for the private sector of the economy 
to work out its own solutions to the problem. 
But it also contains positive inducements, in 
the form of potential direct government ac
tion if the problem is not privately solved. 
The end result envisioned by the legislation 
is improved service for the entire rail sys
tem, not merely enhancement of the private 
interests of individual railroads. 

( 1) TO INCREASE CAPACITY 

In order to increase the car supply, the 
measure would establish an Obligation Guar
antee Fund for rolling stock and also equip
ment or facilities, backed by Federal credit 
(section 201), to guarantee creditors against 
loss under equipment obligations with eligi
ble railroads, car pooling companies or other 
applicants. The fund would be administered 
by an independent agency to be known as 
the Obligation Guarantee Board. The Board 
would decide whether or not to guarantee 
equipment obligations. 

Equipment obligation guarantees would 
improve the credit rating of railroads, car 
pooling companies and other applicants that 
would otherwise experience difficulty in se
curing equipment financing. They would 
also lower the interest rates for financing, 
thereby reducing a significant cost in equip
ment acquisition and increasing equipment 

acquisition by purchasers with weak credit 
ratings and low profits. 

The risk to the government of extending 
guarantees should be low. Because railroads 
need equipment to continue operations, the 
incidence of default on equipment obliga
tions, even by bankrupt railroads, is not 
great. In the event of a default, the equip
ment can be repossessed and resold to an
other railroad without difficulty. Even 
though the risk of loss is relatively small, 
public funds are being extended for private 
benefit to solve a serious transportation need 
and the use of such funds must be carefully 
circumscribed. 

Section 202(g) details findings required to 
be made before an equipment obligation may 
be guaranteed by the Obligation Guaran
tee Board. These findings are intended 1) 
to prohibit guarantee of an obligation un
less the rolling stock acquired thereby pro
vides reasonable security for the fund, 2) to 
improve utilization by requiring a finding, 
where applicable, that the common car
rier operations of railroads or the opera
tions of car-pooling companies are sufficient
ly efficient at the date of application for a 
guarantee to assure economic utilization of 
rolling stock acquired as a result of a guaran
tee, 3) to assure that rolling stock acquired 
as a result of a guarantee will contribute to 
reduction of the shortage of rolling stock and 
4) to assure that the purchase or lease of 
rolling stock made possible by a guarantee 
will insure an adequate car supply. When 
acquired through a guaranteed obligation, 
rolling stock should to some extent increase 
the obligor's load carrying capacity. 

Paragrapr (h) (1) requires that there will 
be no net decrease in the load carrying ca
pacity of rolling stock. Discretion is left to 
the Board to determine, in view of the con
ditions in each case, or by general rule, the 
amount and means of measuring such a de
crease. While an obligor's capacity may not 
increase after initial purchase made possible 
by guarantees, he is expected to maintain 
that initial increase in capacity. 

Paragraph (h) (2) is intended to prohibit 
the direct or indirect financing of increased 
dividend payments by the Board without 
prior appr0val of the Secretary based on find
ings, after public hearings, with opportunity 
for submission of comments, that such in
crease in dividends will not decrease the 
ability of the applicant to provide improved 
car service. 

It is expected that in making a determina
tion that an increased dividend will not de
crease the ability of the obligor to provide 
improved car service, the Secretary will most 
carefully scrutinize the finances and car 
service operations of the obligor seeking to 
increase such dividends. It is left to the dis
cretion of the Board to determine what con
stitutes increases in dividends; changes in 
the number of shares that alter the per share 
dividend and changes in the amount of the 
equity investment that alter the total paid in 
dividends might in certain cases, be permis
sible. 

Paragraph (h) (3) restricts the use of as
sets or revenues related to or derived from 
1·ailroad operations for nonrailroad enter
prises without prior approval of the Secre
_tary based on the same findings required in 
paragraph (h) (2). This provision is designed 
to keep railroads in the transportation busi
ness and to avoid the siphoning-off of reve
nues and assets into businesses, such as real 
estate investments, not related to the per
formance of common carrier railroad service. 

For the purposes of paragraphs (h) (2} 
and (3) , it left to the discretion of the Sec
retary to determine what, in the case of each 
particular obligor, constitutes inability to 
provide improved car service. 

Paragraph (h) (4) is directed toward im
proved utilization and requires obligors 
granted equipment obligation guarantees to 

cooperate with the Secretary in programs 
pursuant to Title III to improve utilization. 

Subsection (i) authorizes and directs the 
Secretary to commence an action to enjoin 
any activity in violation of the conditiom> 
specified in subsection (h) of this sectior:.. 
In addition, any person who knowingly vio
lates or contributes to the violation of any 
of the conditions specified in such subsec
tion shall be subject to a civil penalty not 
to exceed $10,000. By permitting the Secre
tary to enforce the conditions, no action 
need be taken, such as suspension of guar
antees, which would contribute to the prob
lem thought to be alleviated by thic; 
measure. 
(2) TO INCREASE ROLLING STOCK UTILIZATION 

The bill provides for the following action 
to improve car utilization: 

( 1) Establishment of a national com
puterized rolling stock information system 
including a centrally located national rolling 
stock information center to give timely in
formation on location and other factors re
lating to rolling stock (Section 301); 

(2) Development and quarterly publish
ing of an index of freight car utilization by 
the Secretary of Transportation with his 
analysis of changes in utilization (Section 
302); 

(3) Quarterly reports by the Interstate 
Commerce Commission and analysis of 
utilization (Section 302); 

(4) A two year study by the Secretary of 
Transportation on ways to improve freight 
car utmzation and a report by the Secretary 
containing legislative recommendations (Sec
tion 302) ; and 

( 5) A mandate to the Secretary of Trans
portation to take action under provisions of 
existing law (and also under Section 202(h) 
(4) which requires companies for which ob
ligations have been insured to cooperate with 
the Secretary to improve utilization) (Sec
tion 302). Equally important measures to 
improve utilization are the provisions au
thorizing the guarantee of obligations 
entered into to finance the acquisition of 
equipment or facilities necessary to improve 
the utilization of rolling stock. The establish
ment of the Railroad Equipment Corporation, 
if necessary, is also an action to improve 
utilization since it is expected that the Cor
poration will be able to utilize cars more 
efficiently than railroads presently do. The 
possibility that the Corporation may be es
tablished in the absence of improved utiliza
tion by roalroads is a spur to the industry 
to improve utilization. 

,The variety of provisions to improve utili
zation emphasizes the importance of im
proved utilization as .. -J.Ctor in solution of 
the freight car problem. Without efforts to 
improve utilization and concomitant im
prove in quality and reliability of rail service, 
no measure can hope to provide any sort of 
lasting remedy for freight car shortages. 
Simply to pump increased investment into 
enlarging a freight car fleet that is as poorly 
used as is the existing fleet would be a 
waste of money. Improved utilization must 
be regarded as an important element of this 
bill and a necessary condition for any form 
of financial assistance. 

National rolling stock injarmation sys
tem.-The first step toward system-wide im
proved utilization is to bring about estab
lishment of a nationwide computerized roll
ing stock information system. With an ap
propriate system that furnishes information 
about the physical characteristics of all cars 
in the general service fleet and timely re
ports of their location and status, progress 
should be made toward more effective move
ment of empty cars to the location of loads. 
Further, such a system should furnish in
formation about car movement that is essen
tial for improved coordination of the opera
tions of the individual railroads. It should 
permit more accurate estimates of delivery 
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time and quicker tracing of cars-and more 
importantly, shippers• loads--that have gone 
astray. In addition, such a system should 
provme historical information for analyses 
showing bottlenecks and other trouble spots 
in the rail system and quantification of the 
cost of such disruptions. These analyses 
would make possible more accurate evalua
tion of alternatives to improve the service of 
the rail system. Historical data should also 
be used for national rolling stock demand 
and supply forecasts which - mld identify 
regional and seasonal freight car needs and 
facilitate action to meet such demands. 
Finally, such a system should be a channel 
of commtmication between the railroads on 
a number of matters and, as such, facilitate 
coordination of their operations. 

Of course, mere establishment of a car in
formation system will not improve utiliza
tion. It is only a tool that must be used if 
it is to have the desired effect. It is expected 
that the rail industry, already considering 
such a system, Will move toward its rapid 
establishment and operation with the tech
nical and financial assistance and leadership 
by the Secretary of Transportation that is 
provided in the bill. It is further expected 
that a national rolling stock information 
system must be effectively used if there is to 
be su1Iciently improved utilization to fore
stall establishment of the Railroad Equip
ment Corporation. Finally, if the industry 
does not establish such a system with the 
assistance provided in the bill, the Railroad 
Equipment Corporation is empowered to 
establish it (Sec. 406). 

Section 301 does not envision an enor
mously complicated and expensive system. 
Computer and commtmications systems of 
varying capacity and function currently exist 
on a very substantial portion of the railroads. 
The immediate task is to link together these 
existing systems so that a national system is 
established. This can and should be done 
quickly and should result in immediate rail 
service improvement, for example, better 
tracing of lost cars and more efficient distri
bution of empty cars. Of course, although the 
initial national system may be simple and 
quickly accomplished, the national plan 
designated by the Secretary to provide this 
initial national system should be a founda
tion for a more sophisticated system and be 
capable of expansion over the course of time 
at the most technically and economically 
feasible rate. At this time, however, it is more 
important to bring an adequate initial na
tional car information system into existence 
quickly than to take the time neces....c:ary to 
develop and construct a sophisticated sys
tem that fully exploits the highest technology 
available, as long as the national plan desig
nated by the Secretary shall be capable of 
eventually fully exploiting the highest tech
nology now available. 

Each stage in the development of the sys
tem should be designed to insure that in the 
future the most sophisticated system prac
ticable may be built upon the prior founda
tion established to meet the most immediate 
needs for better car utilization information. 

Section 301 (f) provides a total authoriza
tion of $10 million for the development of a 
national rolling stock information system. It 
is important that the efforts of the Secretary 
in this area result in the installation and 
use of a national information system by the 
railroads and not merely in the writing of 
another report that will never be imple
mented. However, it is expected the authori
zation will be rationed out as seed money, 
funds to be utilized where private funding 
is not available to insure the success of the 
system. Regulations issued by the Secretary 
to cause the implementation of the sy-stem 
should be designed to force maximum use of 
available private money. Since the railroads 
as well as the public would profit from the 
increased utilization of rolling stock, the in
dustry has a public obligation to make the 

investment necessary to increase utilization. 
Since the bill would make additional funds 
available for this purpose through its loan 
guarantee provisions, direct Federal sub
sidization of a car information system should 
be largely unnecessary. 

Section 301 (a) authorizes the Secretary 
to designate a plan to establish a national 
rolling stock information system in close 
cooperation with shippers, railroads, infor
mation system experts, the Interstate Com
merce Commission and other qualified indi
viduals. Since the system must be used by 
the rail industry to be effective, Section 301 
(a) contemplates use of and interconnection 
with existing and future information sys
tems installed by individual railroads, as ap
propriate, and, therefore, authorizes the Sec
retary to contract With individual railroads 
and with formal or informal groups of rail
roads to establish such a national system. In 
addition to contracting with railroads, the 
Secretary, under existing law, has sufficient 
authority to enter into contracts with others 
for design and development work on the 
system. 

The Secretary would be authorized to des
ignate a. plan for a national system and to 
cause its implementation rather than simply 
to make recommendations to the rail indus
try concerning its design and development. 
This authority was granted so that the Sec
retary would exercise leadership and bring 
together di.fferent viewpoints in this some
times divided industry. It is expected that 
t he Secretary will consult regularly with 
railroads, shippers, the Interstate Commerce 
Commission and other parties during the de
sign and implementation of the system. Such 
consultation will be important, not only to 
develop a practical and useful design, but 
also to insure its acceptance and use. 

Section 301 (a) also sets forth certain types 
of information that a car information sys
tem must be capable of furnishing to insure 
the expeditious utilization of rolling stock 
such as physical characteristics of rolling 
stock, and its origin, destination, location, 
availability for future loadings. The Secre
tary may also require other types of infor
mation to be furnished such as loaded or 
empty status. The types of information 
specifically listed are important and should 
not be deleted from the system's capa
bility. They are basic building blocks of 
information that can be assembled in di.ffer
ent ways to provide a complete picture of 
rolling stock movement. Perhaps not all of 
such information may be completely used in 
the initial stages of the system, but it is 
vital to the system's future expansion that 
it have the capability to furnish such infor
mation. If such capability is not included in 
the original system, it will be more costly 
later to remodel the system to accom
modate it. 

General terms are used to indicate the type 
of information to be included in the sys
tem. The Secretary is left discretion to spec
ify in greater detail the natm·e of that in
formation. For example, "location" may 
initially only refer to a car's location within 
an appropriate region and on a particular 
railroad. It may later be refined to give more 
precise position. As another example, "antic
ipated future commitments" is a prediction 
of time and place of future availability of 
the car. The Secretary may establish criteria 
for such prediction based on the reliability 
of the railroads' scheduled delivery time as 
well as on estimates of shipperc• release of 
empty cars. 

Index, studies and use of existing law to 
improve utilization.-The provisions of Title 
III have two purposes: to increase scientific, 
reliable data on utilization, and the avail
ability of such data, and to make sure that 
existing law is used to its fullest extent to 
improve utilization. To this end the Secre
tary of Transportation is directed to develop 
and publish an index measuring the degree 

of utilization of freight cars and to issue 
quarterly reports on changes in utilization. 
The Interstate Commerce Commission is di
rected also to publish reports on utilization 
and to consider the Secretary's latest report. 
These independent, but related, reports 
should provide Gov6rnment and industry 
with the views of the Secretary, who is 
charged with development of a national roll
ing stock information system, and with the 
views of the Commission, the regulating 
body. In addition, the Secretary is directed to 
~ake a two-year study of utilization and to 
present recommendations for legislation. 
While the studies and reports required of the 
Secretary and the Commission under this 
Title are distinct from the findings set forth 
in section 401 that would forestall establish
ment of the Railroad Equipment Corpora
tion, it is, of course, anticipated that the 
background and information developed as a 
result of Title III reports and studies will be 
useful with regard to such findings. Finally 
section 302 directs the Secretary to make use 
of existing law to improve utilization, for 
example, by initiating proceedings before the 
Interstate Commerce Commission. Further
more, section 202(h) (4) requires companies 
that have received obligation insurance to 
agree to cooperate with the Secretary in pro
grams to improve utilization pursuant to 
Title III. 

Improved cooperation and coordination of 
operations.-As noted above, this bill is de
signed to give the industry necessary finan
cial assistance (within limitations to protect 
the public's interests), technical assistance, 
latitude for innovation and reasonable time 
to solve the freight car problem. It is ex
pected that there will be increased coopera
tion between members of the industry and 
that some of their differences will be put 
aside in order to achieve the common goal 
of better performance by the entire rail sys
tem. It is expected that the industry will 
move quickly toward establishment and ef
fective use of a national car information 
system and that individual railroads will, as 
necessary, upgrade and improve their in
dividual computer systems so that accurate 
information can be fed into the national sys
tem in a timely manner. It is expected that 
the industry Will experiment with techniques 
such as car-pooling for improved manage
ment of their freight car fieet. It is expected 
that the industry will develop means of 
measuring and responding to the national 
demand for cars of various types. Finally, it 
is expected that the industry will search out 
and implement methods for improving the 
quality and reliability of rail service. 

(3) RAILROAD EQUIPMENT CORPORATION 

If the railroad industry fails to solve the 
freight car shortage problem within 2% years 
and there has not been established a private, 
not for profit car pooling company, even 
with the financial-technical assistance pro
vided by Titles II and III, incorporation of 
the Railroad Equipment Corporation is au
thorized by section 402 if the incorporation 
is approved by a concurrent resolution of 
Congress (Sec. 401). Whether or not there 
is a private car pooling company in exist
ence, if, at the end of 7% years, the rail in
dustry fails to solve the freight car problem, 
the corporation would come into existence 
upon a concurrent resolution by Congress. 
The Corporation would have the power to 
acquire rolling stock (its obligations would 
be backed by Federal guarantees up to $1 
billion) and to operate such rolling stock as a 
pool. It would be directed to employ innova
tive concepts for the equitable distribution 
and emcient and expeditious use of such 
rolling stock. 

The Corporation would not control a large 
part of the Nation's freight cars. A $1 billion 
investment in rolling stock would reSUlt in 
acquisition of between 50,000 and 75,000 
freight cars, only about 4 % or 5% of the 
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nutn:aer of cars in the present railroad fleet. 
In essence, the Corporation would demon
strate the effectiveness of car-pooling and 
other ideas for improved freight car utiliza
tion. It would serve as a yardstick against 
which to measure the performance of the 
railroads' car utilization. 

Being independent of the rail industry, the 
Corporation would bring a. fresh point of 
view for efficient management and utilization 
of rolling stock. It would be removed from 
the separate proprietary interests that con
fine the actions of the individual railroads 
and often place them in contention with one 
another to the detriment of system users. 
Having the entire Nation as the scope of its 
operation, the corporation would see its tasks 
lrom the viewpoint of the entire rail system. 
It would be able to monitor the movement 
of its cars no matter what railroad they are 
located on. Not being limited by artificial 
railroad boundaries, it would be better able 
to match empty cars with loads. It could 
deal more effectively than the industry with 
the accumulation of its empty cars in the 
East by ordering their return directly to 
location of loads in other regions of the coun
try. It need not be concerned wit h return
ing its cars to a «home road." 

If the Corporation is established, it will 
be vested with the public interest and will 
therefore have a special obligation to meet 
the interests of shippers, including the 
small shipper, and consumers. Its board of 
directors will be appointed by the President 
and will be drawn from the full range of 
those affected by the freight car problem 
(shippers, railroads, consumers and labor) 
and will also have a computer systems expert 
(Sec. 402). In the event of conversion of the 
Corporation to private ownership and man
agement, provision is made for continued 
public appointment of three directors to 
represent the public interest in the decisions 
and policies of the Corporation. 

The Corporation is intended to be a seed
bed for the development of new ideas and 
new techniques for the provision and dis
tribution of rail equipment. The Corporation 
should make the use of rolling stock more 
flexible and responsive to the seasonal and 
economic needs of all shippers. It is expected 
that the Corporation wlll encourage innova
tion in the relative roles of railroads and 
shippers and may furnish cars directly to 
shippers at their request. 

There may well be the initiative in the 
private sector needed to bring forward other 
innovative concepts to mP.et the problems for 
which this legislation is designed. Establish
ment o! the Corporation is not !.ntended to 
prevent or inhibit such private initiative. 

Some may object to the Corporation as 
being one more body in the proliferation of 
government agencies. However. the Corpora
tion can not come into being unless industry 
!ails to remedy the long-standing freight car 
problem. This bill makes available to indus
try all of the assistance it can reasonably 
seek from the Government and time to put 
its house in order. I! it does not, there will 
be no alternative to direct Government ac
tion to alleviate the problem. 

The bill would also provide means for con
version of the Corporation from G<>vernmen t 
ownership and control to private ownership 
and control as soon as is practicable (Sec. 
405). Thus, once the Corporation demon
strates the viability of its approach and its 
value to the Nation's rail system, it can be 
moved out of the Government and into the 
private sector by sale of its stock on the pub
lic market and repayment of the Govern
ment's investment. Experience with conver
sion of the Federal National Mortgage Asso
ciation, Federal Land Banks, Production 
Credit Associations Banks for Cooperatives 
and others demonstrates the feasibility and 
value of this approach. If the Corporation 
is established, tt is anticipated that it would 
be speedily converted to the private sector. 

CXIX--1601-Part 20 

The rail industry, as is to be expected, op
poses establishment of the Corporation be
cause it would mean some loss of the indus
try's dominance of car service. However, crea
tion of the Corporation means that the in
dustry has not solved by itself a problem of 
vital concern for the public. The concerns of 
the industry should not be placed before the 
interests of the public. 

Establishment of the Corporation should 
not be equated to nationalization of the 
railroads. The Corporation would not replace 
any railroad or assume the functions of a 
railroad. Its fleet would be very small in 
comparison to the size of the railroad fleet--
4 % to 5%. It would rely on the railroads for 
movement of its cars. The Corporation would 
be a car furnishing com.pany, similar in many 
respects to existing independent car lines. 
To be sure, the Corporation would -bring an 
increased measure of Government presence 
to the industry. But this degree of Govern
ment presence is much less than w1ll be re
quired in the long-run if action is not taken 
now to remedy the freight car problem and 
to bring about generally improved service 
by the industry. Further, means are provided 
to terminate Government control of the Cor
poration by selling its stock to the public 
an d converting it to a private corporation. 

The Railroad Equipment Corporation is the 
strongest inducement jor industry action.
The provision of section 401 that the Cor
poration may come into existence upon find
ings that the freight car shortage problem 
has not been solved is vital to accomplish
ment of the objectives of the bill. Without 
this provision there will be no incentive for 
the rail industry to take necessary, and long
neglected, action to remedy the freight car 
problem. Past experience shows that the in
dustry will not take such action voluntarily. 
The industry's failure is understandable, be
cause o! each railroad's proprietary vantage 
point. However, the industry must be given 
a powerful reason for taking action broader 
in scope than the direct business interest of 
the individual railroad. 

The hope is that the industry will take the 
necessary action by itself in order to avoid 
imposition of a solution by the Government. 
If that possibility is not sufficient induce
ment. then there is no alternative and some 
form of direct Government action w111 be 
necessary. 

In order to provide a strong incentive, it 
must be certai.ri that the Corporation may 
be established unless the freight car problem 
is solved by industry. However, the Railroad 
Equipment Corporation would not be estab
lished until the railroad industry had a rea
sonable period of time to solve the freight 
car shortage problem. In recognition of the 
different circumstances that may then pre
van. section 401, in addition to the pre
requisite :findings by the Interstate Com
merce Commission and the Secretary of 
Transportation regarding the continuing 
shortage and underutllization of rolling 
stock, requires an atnrmative concurrent 
resolution by the Congress then in session to 
authorize establishment of the Corporation. 

Mr. MAGNUSON. Mr. President, I be
lieve that the Commerce Committee bas 
fashioned a very unique instrument for 
combatting a problem as old as railroad
ing. I propose that the Congress put that 
instrument into action. 

Mr. President, I am sure that the peo
ple of my home State wll1 applaud this 
action, because it affects not only our 
wheat growers, but our lumber industry, 
and I might say for the REcoRD, too. that 
the lumber industry is still the single 
largest shipper for ordinary freight cars 
there is in the United States. 

Mr. HARTKE. Mr. President, I ask for 
the yeas and nays. 

The yeas and nays were ordered. 
Mr. MAGNUSON. Mr. President, the 

statement which I have just placed in the 
RECORD gives a long history of the bill 
and what I consider to be very sensible 
action on the part of the Commerce 
Committee. 

Mr. HARTKE. Mr. President. the lead
ership of the chairman of the Commerce 
Committee bas always produced legisla
tion in the best interests of the Nation. I 
want to thank him for his kind words 
and to compliment him on his leadership 
in this and in so many other fields which 
have been of material benefit in the field 
of transportation. 

Now, Mr. President, I submit a series 
of technical clarifying amendments to S. 
1149 and ask unanimous consent that 
they be considered and agreed to en bloc. 
These amendments will help achieve the 
purposes of the bill and will clarify some 
confusion caused by the language re
maining in the bill from earlier drafts 
which was unnoticed during the commit
tee markup. 

The PRESIDING OFFICER (Mr. 
CLARK). Without objection, the amend
ments are considered and agreed to en 
bloc. 

The amendments considered and 
agreed to en bloc are as follows: 

s. 1149 
On p age 53, line 1: strike the number "50" 

an d insert the number "80". 
On page 53, line 4, strike the number "80" 

and insert the number "95". 
On page 53, line 6, strike the words "the 

applicant" and insert the words "an appli
cant railroad". 

On page 53, line 10, following the words 
"applicant" insert the word "railroad". 

On page 76, lines 16-18, delete the words: 
"employee retirement, annuity, and unem
ployment systems, and other dealings with 
employees;" and insert the words: "and other 
dealings with employees. and the Railroad 
Retirement Unemployment Insurance Act 
with respect to employee retirement, an
nuity and unemployment systems;". 

On page 102, lines 17-23, delete the fol
lowing: "Health and safety standards pro
mulgated by the Secretary of Labor Pursuant 
to section 107 of the Contract Work Hours 
and Safety Standards Act (40 U.S.C. 333) 
shall be applicable to all construction work 
performed under such contracts or agree
ments, except any construction work per
formed by a railroad employee." 

Mr. HARTKE. Mr. President, I have 
no fm·tber comments to make. 

Mr. PEARSON. Mr. President, I am 
ready to vote. 

Mr. HARTKE. Mr. President, I yield 
back the remainder of my time. 

Mr. PEARSON. I yield back the re
mainder of my time. 

The PRESIDING OFFICER. The ques
tion is on agreeing to the committee 
amendment in the natm·e of a substitute 
as amended. 

The committee amendment in the na
ture of a substitute as amended was 
agreed to. 

Mr. ROBERT C. BYRD. Mr. President, 
I speak in support of S. 1149, the Rolling 
Stock Utilization and Financing Act of 
1973. This legislation is needed. in my 
judgment, because of our country's ex
panding economy, because of the burden 
that is being placed UPOn its energy re
serves, because of environmental con-
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cerns, and, most importantly, because of 
the importance of strengthening and re
emphasizing the vital role which the Na
tion's railroads play in meeting our Na
tion's overall transportation and security 
needs. 

The objective of this bill is to assist the 
railroad industry in providing the num
ber of general service freight cars needed 
to adequately serve the U.S. economy, to 
improve the utilization of those cars, to 
upgrade coordination of railroad opera
tions, and to provide a means for meet
ing the demands of the future. 

The bill provides for the creation of a 
guarantee fund to insure obligations in
cm·red for the acquisition of rolling 
stock, equipment, and facilities. It pro
vides for Federal efforts to improve the 
utilization of rolling stock through tech
nical and financial assistance for the de
velopment of a computerized car infor
mation system and a national car infor
mation center; through establishment of 
an index measuring freight car utiliza
tion; through a Department of Trans
portation study of ways to improve utili
zation; and through action by the De
partment under existing law to improve 
utilization. 

The bill also provides, in the event the 
private sector does not act affirmatively 
and adequately to obtain the number of 
freight cars needed and to improve utili
zation of the freight car fleet, that direct 
Government action may be taken by con
current resolution of Congress to estab
lish a railroad equipment corporation 
that would acquire and manage a pool 
of rolling stock and develop a national 
rolling stock information system. 

The main thrust of this bill, Mr. Presi
dent, is to encourage the railroad indus
try itself to act to solve its problem. Its 
major purpose is to supply incentive to 
the segmented railroad systems of om· 
country to work together in a more ef
fective way to give shippers the cars they 
need when they need them and to deliv
er and return those cars to other points 
of need with better dispatch. 

The freight car shortage has been a 
perennial problem. It has plagued in
dustrial, agricultural, coal mining, and 
other bulk product shippers for more 
years than anyone can remember. Writ
ten accounts of the early development of 
coal mining in my State of West Virginia 
list car shortages as one of the earliest 
headaches with which the coal industry 
had to deal. It is a headache that has 
continued to this day. Over the years it 
has not been uncommon to find that 
mines could not work because there were 
no cars in which to ship the coal. In 
recent months, I am informed, the car 
situation has continued to be spotty or 
bad in a number of coal mining localities. 

In may 1971, Mr. Carl E. Bagge, presi
dent of the National Coal Association, in 
testimony before the Senate Special Sub-
committee on Freight Car Shortages, said 
that-

There was then an immediate need for 
appropriate legislation to provide rail haulage 
equipment to move coal from the mines to 
consumers. . . . We cannot overemphasize 
this need for additional equipment. The pres
ent fleet is wholly inadequate to move cur
rent coal production, and we therefore 

strongly support legislation which will help 
overcome the deficiency in car supply. 

Mr. Bagge then cited a resolution 
adoped by the National Coal Association's 
board of directors, which contained these 
words: 

The Administration, and the Congress, 
should do whatever is necessary to restore the 
ability of the railroads of this country to 
transport to the consumers the coal which 
is essential to provide the great quantities of 
electric power which are and will be required 
to maintain a dynamic and independent 
economy. 

All of our economy, of course, and not 
the coal industry alone, is affected by the 
shortage of railroad cars, which is ac
tually growing worse as time goes on. In 
1971, the Department of Transportation 
forecast a one-third increase in rail 
freight transportation between 1971 and 
1980, and said that the installation of 
617,000 cars of 80-ton capacity would be 
needed to meet the demand. 

It should be n-oted that class I rail
road ownership of cars declined overall 
from 1,702,016 cars in 1961 to 1,464,613 
cars in 1971. This occurred while traf
fic was increasing by something like 35 
percent. The decline in the number of 
cars is most noticeable in general service 
cars, such as hoppers, gondolas, and box
cars. The total number of serviceable 
open-top hopper cars owned by all class 
I railroads declined from 411,857 units 
on January 1, 1963, to 373,509 on January 
1, 1971. 

In 1972, U.S. railroads hauled more 
than 780 billion ton-miles of revenue 
traffic, the greatest in history, and many 
persons apparently were lulled by the 
fact that car shortages were relatively 
moderate. But for the first 6 months 
of this year the car shortages have been 
the worst in history-for example, an 
average daily shortage of 33,165 cars in 
the week ending May 12, 1973, according 
to the committee report on this bill
attributable to the fact that traffic vol
ume this year is 19 percent above the 
record year of 1972. 

There are many more statistics that 
could be cited, but these, I believe, will 
serve to underscore the fact that there 
is a real and pressing need for more 
cars. 

But as important as is the matter of 
providing additional rolling stock, equal
ly important is the matter of bringing 
about better utilization of rolling stock. 
It may come as a shock to many persons, 
but the average railroad car moves with 
a load only 7 percent of the time and only 
32 miles a day. The rest of the time the 
average car is moving empty, is standing 
in a railroad yard, is on a spur to be 
loaded or unloaded, or is out of service for 
repairs. The utilization figures for Amer
ican railroads are woefully bad. 

Modern technology can help to remedy 
that situation. The more progressive 
l'Oads have installed their own comput
erized systems to keep track of theh· 
cars. But what is needed is an industry
wide, nationwide computer system link
ing all railroads. M-ost railroad cars move 
from one railroad to another and even 
across the continent. Their owner may 
not know where they are. One road may 
use another road's cars for months with-

out returning them, even though the 
owning railroad may have need of its 
cars. 

There are Interstate Commerce Com
mission rules which are supposed to reg
ulate this situation, but either they do 
not work as they should or they are not 
enforced. What should be set up is a cen
tral agency t-o keep up with, and direct 
the use of, the Nation's entire fleet of 
railroad cars. It makes little sense for 
cars which may be needed by one rail
road in West Virginia to be left standing 
idle on another railroad's sidetrack in 
Ohio or Pennsylvania. Yet, that is what 
happens because of the industry's seg
mentation, fragmentation, and tradition 
of competition rather than cooperation. 

It is to be hoped that, if this bill pass
es-and it should pass-its incentives will 
be great enough to induce railroads to 
work more closely with one another, and 
to seek the swift establishment of an 
effective computerized national car-po-ol
ing system which will substantially in
crease railroad car utilization. 

The Committee on Commerce, which 
has reported this bill, emphasizes that if 
the railroads themselves do not act posi
tively to improve the car situation, 
then-and only then-w-ould the Govern
ment move, through congressional ac
tion, to set up the railroad equipment 
corporation which this measure provides. 
And even . if that were to become neces
sary, the eventual aim would be to con
vert the corporation t-o private owner
ship and operation as quickly as possi
ble. The whole objective of this bill is to 
provide the incentive and the means for 
the railroads to cure the car shortage 
themselves and thereby improve their 
service to the public, their own opera
tions, and b-olster their proprietary in
terest and profits at the same time. 

Railroads can m-ove more freight long
er distances at less cost than can any 
other transportation system except 
water-thereby helping to conserve 
energy at a time of energy crisis. They 
can move freight with relatively little 
pollution-thus serving our national en
vironmental objectives. They offer the 
only practical way to move in bulk the 
coal upon which our Nation must surely 
increasingly depend in the future. And in 
America's dynamic and expanding econ
omy, our Nation's rail network is the 
one transportation system-a system al
ready fully in being-that continues to 
be underutilized. 

S. 1149 can help to remedy that under
utilization. It can help in our energy cri
sis and in the efforts to preserve our 
environment. The overall impact of this 
bill, in my judgment, can be beneficial 
to the U.S. economy as a whole. 

Mr. CLARK. Mr. President, every day, 
more and more people in this country 
seem to be talking about agriculture. 
They are talking ab-out it and learning 
about it. That new awareness is welcome, 
even though it has some unpleasant be
ginnings-like phase m and IV, the 
Soviet wheat deal, the balance of pay
ments, higher food prices, and real food 
shortages. Neither the consumer nor the 
international economist can take agri
culture for granted. They cannot affo111 
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to, and as a result, they are beginning to 
ask questions about agriculture and food, 
how it gets from the :field to the table 
now, and how it ought to get there. 

The bill before the Senate today, S. 
1149, the Rolling Stock Utilization and 
Financing Act of 1973, holds part of the 
answer. The legislation recognizes the 
critical shortage of railroad freight ca1·s 
in this country, and it outlines a plan 
to do something about it. The premise is 
not difficult to understand. Transporta
tion and agriculture are inseparable. All 
the corn and wheat and feed grain in 
the world will be worth very little if it 
cannot be moved from the field to the 
market. Higher prices and serious short
ages will be assured if the1·e are not 
enough railroad cars to move food to the 
dining room table. And, all the potential 
that agriculture holds to improve this 
country's international economic position 
will be wasted if agricultural products 
are stranded in the Midwest. 

Right now, the shortage of railroad 
freight cars is one of the most difficult 
and serious problems in Iowa. But trag
ically, it is really nothing new. Farmers, 
shippers, processors, and warehousemen 
have been living with it for years. As the 
distinguished chairman of the Senate 
Commerce Committee, WARREN MAGNU
soN, has reca1Ied, the boxcar shortage 
was the topic of the committee's agenda 
when he :first joined it, and that was 28 
years ago. 

Under normal circumstances, the rail
road system was usually able to just get 
by, but circumstances have not been very 
normal over the last few years. The So
viet wheat deal brought with it the need 
to transport a 2-year· supply of grain in 
less than a year. As the demand for feed 
grains increased, so did the demand for 
railroad cars to transport it. But the 
supply of feed grain has long since sur
passed the supply of railroad cars, and 
as higher grocery prices are demonstrat
ing, one is not much good without the 
other. 

Earlier this year, the Senate passed 
Senate Resolution No. 59 in an effort to 
1-elieve the transportation knot. The res
olution urged a moratorium on the dis
posal of Government-held wheat and 
corn, a policy that was only compound
ing the boxcar shortage. Unfortunately, 
the Department of Agricultm-e chose to 
disregard it. 

While the farmers of Iowa and the 
Nation have steadily increased their 
productivity, the railroads have not. 
Since World War II, the production of 
railroad box cars has decreased. There 
were more than half a million ears in 
operation in 1960, but now there are less 
than half that many. 

This legislation is an attempt to turn 
that situation around. It provides for an 
obligation guarantee fund for rolling 
stock that should generate more freight 
cars to handle the Nation's farm produc
tion. Another provision of S. 1149 
would improve the effectiveness of the 
rolling stock now in operation. Right 
now, the "system" of rail transportation 
is more a patchwork than a coordinated 
network. This legislation would help the 
railroad industry step into the computer 

age, and the impact would be felt from 
the farm to the grocery store to the 
seaport. 

The need for this kind of legislation is 
undisputed. In Houston not long ago, 
719 freight cars were unloaded onto wait
ing ships in 1 day. That same day, more 
than 2,400 freight cars were waiting in 
line to be unloaded. Dr. Phillip Baumel 
and Robm·t Wisner of Iowa State Uni
versity have reported a similar challenge 
in Iowa-this summer, grain elevator op
erators will be trying to move grain to 
market, but as things stand now, total 
transport network will not be able to 
handle about 50 million bushels of Iowa's 
product. 

Everyone has predicted that the full 
harvest will be bountiful. and that is 
encow·aging news. But a record harvest 
rapidly loses its value if it cannot be 
shipped to the marketplace. With that 
in mind, this legislation makes common
sense. It deserves the support and the 
approval of the Congress. 

THE FREIGHT CAR SHORTAGE 

Mr. PACKWOOD. Mr. President, I rise 
today to support S. 1149. 

The whole problem of the continuing 
and growing shortage of freight cars. and 
specifically of general-purpose boxcars. 
has been one of the most extensively ex
amined of any in my memory. It has 
ramifications not only throughout the 
Nation's transportation system but also 
throughout the entire economy. 

In point of fact, a severe car shortage 
in the years 1903, 1904, 1905, and 1906 
led to the creation of th _ Oregon Rail
road Commission. I really find it hard 
to believe that here we are, 70 years 
later, discussing the same problem. And 
we haven't yet been able to solve it, al
though we certainly have tried to talk or 
study it to death. 

I admit that I am not entirely con
vinced that the present bill, S. 1149, will 
solve it either. But my frustration level 
has reached a point at which I am pre
pared to support any reasonable measure 
that will produce some forward motion. 

I am not enamored of creating yet an
other quasi-governmental agency. I hate 
to believe that we can't solve this prob
lem without interposing the Government 
between the shippers and the railroads. 
But the fact remains that we have lis
tened to promises for 70 years, and I 
don•t believe that we can afford any more 
yague promises of relief being just 
around the comer. 

In the course of investigating this 
problem, I have talked with and heard 
from both shippers and railroad person
nel who are affected by it in Oregon. I 
also understand and appreciate the prob
lems being faced by the grain shippers 
and granger lines of the Middle West. 
The difficulties and dislocations they 
have su:fiered, largely as a re~ult of the 
huge grain shipments to the Soviet Un
ion, are monumental. And the very prob
lems that they have faced have had 
severe side effects in my State. 

Mr. President, I would like at this time 
to ask unanimous consent that an edi
torial from the Roseburg News-Review 
be printed at this point in the RECORD as 
it reflects some valuable thinking on the 

problems that this car shortage ls caus
ing shippers in that area. 

There being no objection, the editorial 
was ordered to be printed in the RECORD, 
as follows: 
CHARLEY COMMENTS: SoLUTXON PROPOSED T O 

LUMBE& CIUSIS 

(By Charles V. Stanton) 
rd like to believe that the sage (?) advice 

offered in this column from time to time 
would echo in the halls of the Congress. I 
would like, too, to think that heads of our 
federal administ ration would read my "Com
ments." Surely the country's problems could 
be solved iminediately! But I have no such 
belief. 

Cur rent ly our national administration is 
expressing concern because of high lumber 
prices. The Congres-s is debating log ship
ments to Japan. Increased lumber production 
is aut horized as one way in which to bring 
down the cost of building homes. 

Why an this debate? Why all this jawbon
ing about the cost of hous1ng? 

If the federal government wants to know 
how to get more lumber on the market; how 
t o promote lower prices through retail com
pet ititon, the answer is obvious, I believe. 

The aims and desires of the "Hill" could 
be solved in 48 hours. 

How? 
Just get us some freight cars! 

LUMBER STOCKPILED 

Increasing lumber manufacture, in my 
opinion, isn't the answer. Here in the Pacific 
Northwest we have great surplus stores of 
lumber and plywood. Probably we could sup
ply, from our stockpiles, by far enough ma
terial to give the building industry, all the 
lumber and plywood it needs. 

Our mills are facing curtailment of produc
tion simply because they've run out of room 
in which to store their output until they 
can get railroad cars. 

If Washington is so "riled up" about lum
ber shortages, let our august solons devise a 
way to transport our great surplus to market. 

Instead of adding to the glut, why not give 
a little thought and energy to shipping lum
ber instead-or in concert with-agricultural 
products to which cars now are being 
assigned? 

What good is increasing production when 
the finished product can't be delivered t o 
market? 

PROBLEM IS 11-IUDDLED 

It seems to me Washington's knowledge 
of the timber industry, at least here in the 
Pacific North west, is lacking in many re
spects. 

Too, it is diffi.cult to understand some of 
the proposals and actual decisions emanating 
from the National Capital. 

Lumber. according to the President, is a 
vital commodity in national economy. The 
Administration orders an 18 per cent increase 
in the allowable cut. That wm mean more 
board feet of timber will be made available 
from federally managed forests to the saw
mills of the Northwest. 

Bringing the volume from the National 
Forests and the timber lands managed by 
the BLM up to the allowable cut permitted 
under the sustained yield program ordered 
by the Congress is fine. Right now, however, 
we're cutting all the timber available with 
the existing road system. 

It we're to cut more timber, and still keep 
within the amount we're supposed to take 
out, we'll need a vast increase in mileage 
of access roads. 

But the administration's "economy,. policy 
prohibits any extensive road building pro
gram on federal lands. 

PLANTING ESSENTIAL 

While ordering the Forest Service and BLM 
to make more stumpage available, the ad-
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m"inisttation has knocked more than $100 
million off the budget the Forest Service says 
it must have just to carry on the existing 
bl.rrden. How then is the Fo~est Service to 
meet the expense of adding sufficient num
bers of employes to ready timber sales for 
contract, prepare environmental reports, do 
all the essential paper work, etc. 

Nor is money to be available to replant 
acreage to be denuded by cutting more tim
ber than previously contemplated. 

It requires from 50 to 150 years to grow a 
Douglas fir tree from seedling to merchanta
ble size. The time varies according to loca
tion. 

If we're to cut our timber on a sustained 
yield program, it is vitally necessary that we 
replant logged off lands as quickly as possi
ble. 

So we have the present policy of increasing 
the cut, yet denying money for roads to get 
at uncut timber, reducing the budget below 
the point where manpower needed for an ex
tended program is lacking, failing to provide 
for reforestation. 

And all that when the solution is simply 
getting some way for transportation of the 
stored surplus! 

Some wisdom! 

Mr. PACKWOOD. Mr. President, I be
lieve firmly that the railroads that serve 
Oregon are trying hard to do a good job. 
Southern Pacific, for instance, which is 
the principal line serving Oregon, has 
spent approximately $300 million for 
capital expenditures in the last year. This 
figure represents nearly 25 percent of the 
total spent by the entire industry-and 
Southern Pacific, although one of the 
most profitably run railroads of our Na
tion, is far and away from being the 
largest. Southern Pacific has also been a 
leader in buying new and rebuilt cars
last year its effort was about 25 percent 
of the total of the railroad industry. 

The problems" facing Oregon shippers 
today-and yesterday, and tomorrow
do not stem from the inability of the rail 
lines serving Oregon to provide sufficient 
equipment for our shippers. They stem in 
part from the simple fact that boxcars 
built for Oregon and other northwestern 
shippers are sitting on somebody else's 
tracks. A great deal of noise has been 
made about the fact that it is far cheaper 
to pay the very low per diem rates 
charged for using another line's cars 
than it is to build your own cars. Anum
ber of people have tried to get these per 
diem rates raised to a reasonable level. 
They have hit nothing but a stone wall. 
Between the ICC and some of the eastern 
lines I do not hold out much hope that 
we can alleviate our difficulties this way. 

As many have pointed out, we are deal
ing with a two-pronged problem. The 
first is the physical shortage of general 
purpose boxcars. We have but to look at 
the declining numbers of general purpose 
boxcars available today compared to a 
few years ago. For example, in 1956 there 
were 720,000 cars in the national fleet. 
Today there are about 550,000. The pro
jection for 1979 is even worse--only 460,-
000 cars. Many try to claim that because 
of increased capacity and utilization fac
tors this decline is more apparent than 
real. I hope they don't try selling that 
story to the lumber and plywood shippers 
in Portland and Roseburg and Eugene
because those men are not going to buy 
it. . 

We may have enough boxcars in the 

national fleet 'to handle normal require
ments-whatever that may be-but it 
is obvious that we cannot cope with a 
crisis. Normal levels simply will not 
bend to accommodate the movement of 
large grain harvests or the increased 
lumber demanded by a booming housing 
market, let alone the kind of crunch cre
ated by massive grain shipments abroad. 
And let us not kid ourselves that the 
grain exports to the Soviet Union are 
a one-shot deal. More grain is bound to 
be shipped abroad in coming years, and 
we must have a transportation system 
that can cope with periodically increased 
loads. 

It would not solve our difficulties just 
to deal with the first half of this problem 
by building more boxcars, however. We 
must simultaneously improve the utiliza
tion of the existing boxcar fleet. I think 
that some of the railroads have made 
real strides in this direction, particu
larly in the use of computers to provide 
up-to-the-minute information on the 
status of cars and loads. A great deal 
more needs to be done, however, and I 
believe that S. 1149 has addressed itself 
to·this problem. I strongly urge that par
ticular attention continue to be focused 
on this aspect of the current crisis. 

My State ships four or five loaded box
cars eastward for every one that it re
ceives with a load. This is not news, it has 
been this way for years, and it is a major 
cause of our troubles. But I suggest to you 
that Oregon lumber and wood products 
are vital to the homebuilding and con
struction industries of this Nation. They 
are a keystone of our economy and in 
consequence there must be a solution to 
provide Oregon shippers with a means to 
get their lumber to market. 

There are many reasons that the plices 
of lumber and other wood products are so 
high. My legislation, S. 1033, to control 
the export of timber from the United 
States, is one critically important ap
proach to solving this problem. 

I suggest to you, however, that improv
ing rail service to and from Oregon and 
other western lumber-producing States 
is another. I was told only a few weeks 
ago about a shipper in Roseburg, Oreg., 
who had 80 carloads of lumber ready to 
be shipped. He received exactly one box
car. One boxcar, Mr. President. It is 
painfully apparent that it does not do 
eastern and middlewestern homebuild
ers, construction companies, or do-it
yourself consumers any good to have 80 
carloads of lumber sitting in Roseburg, 
Oreg. waiting for a train that is not going 
to arrive. 

It is costing the shippers, and the rail
roads, and you and me-any time we 
want to build just a few shelves in the 
garage-a lot of money. We must im
prove the utilization of the cars cur
rently in the boxcar fleet. We must in
crease the number of general purpose 
wide-door boxcars available to carry the 
vitally needed supplies from the pro
ducers of the raw materials to the manu
facturers and consumers of those mate
rials. Because, if we do not, I can tell you 
right now that we are going to price our 
eastern and middlewestern markets 
rig~t . out of sight. If you do ~ot be)leve 
me, go down to one of your local lumber 

suppliers. You will be very lucky if he 
has any lumber that fits your needs . . I~ 
he does you will be even luckier if you 
can afford enough of it to build whatever 
it was you had in mind. · .. 

In consequence, I find myself support
ing a bill that has some features about 
which I am less than enthusiastic. But 
I have listened to my constituents in 
Oregon who have lumber to ship-and no 
way to ship it. I have listened to the 
consumers in this area who need lumber, 
but find it priced out of sight and lim
ited in selection. I have listened to rep
resentatives of the railroads who are 
trying their best to cope with a crisi~ 
that is beyond the capabilities of their 
system. Many of those in the railroad 
business have strong objections to some 
features of this bill, and I believe that 
some of their points are well taken. I 
dislike creating a rolling stock authority 
and interposing it into an already over
regulated industry. But I am sick to 
death .of hearing about this supposedly 
insoluble problem. I sympathize with that 
shipper in Roseburg with his 80 carloads 
of lumber and one boxcar-and I sym
pathize with the consumer in Fairfax, 
Va., too. 

So I say, Mr. President, that it is now. 
the responsibility of this Congress to 
take some action that will get the job 
done. The railroads have promised im
Pl·ovement for years, and some have 
made good on those promises, but most 
have not. National data can be cited that 
shows improvement in utilization and. 
modernization-but looked at more 
closely it shows that the western rail-. 
roads are the principal providers. 

Mr. President, I can look right out the 
window of my office to Union Station 
and I can see where the boxcars built 
by the western lines are sitting-they are 
right there under our noses. This is a 
national problem and is not one that can 
be solved on a piecemeal basis. None of 
us wants to see this crisis reach a point 
at which no solution is possible without 
all-out Federal intervention. 

I believe that the Congress has waited 
and waited and waited, hoping that this 
problem would go away. Well, it has not. 
And it will not. Today it is facing us 
squarely in the eye and each time -we 
blink it gets worse. We are faced with 
a difficult problem with unpalatable so
lutions. I urge you to join with me in 
supporting this bill, S. 1149. It may not 
be all things for all the interests in
volved, but it appears to be the best hope 
we have to force a solution to this truly 
critical national problem. 

It is my greatest hope that the rail
roads, the shippers, the consumers, and 
the Government can sit down together 
and speak with one voice to propose some 
other solution. One that will not create 
another Government agency. One that 
will keep the Federal Government out of 
the raih·oad business. One that will pro_
vide the adequate service that every citi
zen has a right to expect from a nation
wide transportation system. But unless 
we enact this legislation, which has real 
teeth in it, we run the r~sk of spending 
yet another 5 or 10 or even more year& 
talking about the problem. I fear that 
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if we do not act, if we waste any more 
precious time, our choices will have ban
ished completely. 

Mr. President, I would like to ask 
unanimous consent that at the close of 
my remarks a useful summary prepared 
by the American Plywood Association as 
a special report entitled "Where Have 
All the Railcars Gone?" be included in 
the RECORD. 

In closing, I again urge my colleagues 
to think about this prot-lem and its effects 
on our Nation. It certainly is not new 
and it is not very exciting-but it is basic. 
We must take this step to force progress 
toward the efficient and profitable use of 
one of our most valuable national assets, 
our railroads. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

WHERE HAVE .ALL THE RAILCARS GONE? 

The current boxcar shortage is now reach
ing the intensity of the 1966 crisis-the worst 
in history. At latest report, the softwood 
plywood industry in the West is 1,200 cars 
a week short out of a total of 2,424 cars 
required. 

The problem is particulary acute in the 
West, but is also being felt throughout the 
South. Some mills are as much as 75 percent 
short of their car requirements. One com
pany could not obtain any cars this week. 
This state of a.tiairs is aggravating a wood 
products price-supply spiral that was already 
in effect well before the impact of the cur
rent car shortage. 

The Intersta-te Commerce Commission has 
been notified that the continuing shortage 
in the Pacific Northwest of wide-door box
cars and flats is seriously affecting the ability 
of the forest products industry to meet the 
high demand for wood products, and could 
result in mill closures if the car supply 
Situation is not alleviated quickly. 

THE CAUSE 

The cause is pla.in: not enough railcars 
to go around in a booming economy. The 
large volume of Russian grain now moving is 
the most immediate reason for the shortage, 
but the roots of the problem go much deeper. 
The nation faces a persistent, year-in year
out boxcar crisis, underlined by an accelerat
ing decline in car ownership--from 720,000 
cars in 1956 to 550,000 today. The alarming 
projection for 1979 is only 460,000 cars. 

It's true that the rail carriers have in
creased the carrying capacity of their equip
ment, and that fewer cars have been needed 
to haul more tonnage. If production were 
stable year after year, these factors might 
indicate an adequate car supply outlook. 
However, the nation's to ... al production based 
on GNP continues to increase. Even while 
the railroads are spending about 10% cents 
out of every freight revenue dollar on equip
ment, boxcar availability will continue to 
decline. 

REMEDIAL EFFORTS rN VArN 

Through the efforts of the Association of 
American Railroads and of most individual 
lines, continued attempts are being made to 
alleviate the growing car supply problem. 

Increased locomotive horsepower has con
tributed greater mobility and speed; a greater 
degree of cooperation between shippers, rail
roads and governmental authorities has been 
attained; many roads have accelerated move-
ment of empty cars in expedited train service 
with the same priority as loaded cars; the In
terstate Commerce Commission has issued 
three service orders designed to keep cars 
moving; and many other steps have been 
taken, or are contemplated, including a Sen
ate resolution calling on the President to 
form a committee for "study of the problem." 

But in spite of the best efforts of the A.A.R. 
and others, the reality of inadequate car 
supply is with us, and worse may be in store. 

Recent Senate hearings focused on a bot
tleneck of 1,700 railcars and nine ships wait
ing at one grain port alone. 

The Interstate Commerce Commission has 
the authority to do many things, but in the 
final analysis they hold more hearings and 
tssue service ctders addressed to small por
tions of the problem. The railroads are faced 
with more business than they are able to 
handle-more than they ever thought pos
sible. With seven Eastern roads in a sensi
tive financial position, the railroad industry 
is in no shape to even come close to a solu
tion. 
DO WE RELY TOO MUCH ON RAIL SHIPMENT? 

Once again the softwood plywood industry 
faces the question: Is there too much de
pendence on the railroads? 

"Clearly, the answer is yes," said APA 
Transportation Manager Clifford R. Ellen
wood. "We may be at the point of realizing 
that we've too long been accustomed to cheap 
transportation. A much broader utilization 
of motor carrier and water transportation is 
going to be mandatory through this decade, 
with the inevitability of extra loading costs 
for vans and generally much higher trans
portation costs." 

Now is the time for an industry move
ment to have the Jones Act repealed to allow 
intercoastal water transportation, Ellenwood 
suggested. "We can make an all-out appeal 
to Sea-Land to reinstate their intercoastal 
container service. But most of all we have 
to recognize that when we've been using the 
cheapest form of transportation, and part of 
that transportation has been removed from 
our use, we can't expect to move the same 
volume at the same cost." 

HOW SEVERE IS THE CURRENT SHORTAGE? 

Analysts of the transportation industry 
agree that the current supply crisis will ex
tend through the summer to perhaps as late 
as September. The plywood industry can take 
several positive measures in the short term 
to help minimize the efi'ects: · 

1. order only the cars that are actually 
needed; 

2. load cars as quickly as possible; 
3. encourage customers to unload as quick

ly as possible. 
4. route shipments over the most direct 

route. . 
"Mills can also help by keeping the Asso

ciation fully informed about their car short
ages on a week-to-week basis," said Ellen
wood. 

APA is also supporting a move to introduce 
emergency legislation directing the I.C.C. to 
allow trucking firms to carry plywood 
through the immediate issuance of tempo
rary permits. 

The Plywood Association and others have 
sent wires to I.C.C. requesting exclusion or
ders directing the immediate return to wood 
products producing areas of wide-door and 
flatcars, empty or unloaded, from all other 
railroa-ds in the country. 

Plywood manufacturers are urged to wire 
the Interstate Commerce Commission, Wash
ington, D.C., 204.23, informing the Commis
sion of their individual needs and concerns. 

EFFORTS TO SECURE LONG-TERM RELIEF 

While all of these short-term measures are 
being applied, efi'orts to obtain long-term 
relief are continuing. 

Later this month, Senator Warren G. Mag
nuson (D-Wash.) wm introduce a bill to help 
reduce the boxcar shortage through creation 
of a Government Guarantee Loan Fund for 
rolling stock purchases, and other measures. 

The plywood industry is also calling for 
repeal of the Jones Act which now prohibits 
the use of foreign flag vessels at cheaper 
rates for shipments to the East Coast. Indus
try committees have taken this position at 

recent meetings, and are communicating 
their views on the subject to Congressional 
leaders. 

Through its transportation specialists, the 
plywood industry Will encourage the con
struction of motor carrier vans and trucks 
wide enough for flat loading of plywood 
panels. An 8'7" Wide trailer would be ideal 
for the industry's purposes. 

PAPER INDUSTRY STATEMENT 

During the past week, AP A staff has met 
with a transportation specialist on the staff 
of Senator Robert Packwood (R-Ore.), and 
attended a joint meeting of the Forest In
dustries Council Transportation Comi,llittee 
and the American Paper Institute Transpor
tation Committee in Washington, D.C., and 
a meeting of the Western Wood Products 
Association Traffic Committee in San Fran
cisco. A policy statement for API covering the 
northeastern railroad problem is now being 
referred to the solid wood products industry 
for consideration and support. 

The API policy statement calls for a plan 
to restructure the Eastern railroads into 
two or more economical, viable and competi
tive systems, including consolidations of 
facilities and elimination of uneconomic 
trac.kage. It also seeks actions and legislation 
to provide alternatives to strikes for the 
resolution of labor disputes during bank
ruptcy proceedings. 

FUTURE PROSPECTS 

To sum up, every approach is being tried 
that can in any way cut through the rail 
boxcar tangle. Some of the short-term 
remedial actions now under way should pro
vide at least a measure of relief in the 
months ahead. On a more long-range basis, 
the. best hope for a solution may be the 
energetic pursuit of alternative methods . of 
transportation. 

Mr. HUMPHREY. Mr. President, this 
Nation's rural transportation system cur
rently is dangerously inadequate and it 
is deteriorating. 

Farmers, grainhandlers, forest prod
ucts manufacturers, and other rural busi
nessmen continue to be hurt seriously 
by a terribly inefficient system for mov
ing their goods to market. While rural 
citizens bear the immediate costs of rail 
abandonments, boxcar shortages, and 
poor farm-to-market roads, the urban 
consumer suffers the consequences of 
these deficiencies in the higher prices he 
or she must pay for the food, fiber, and 
forest products of rural America. Unless 
something is done about this problem 
soon, rural transportation can be ex
pected to get even worse as urban de
mand for the products of our farms and 
forests expands. 

F01; this reason, I offered an amend
ment to the agriculture appropriations 
bill, when it came before us last month, 
calling for an intensive study of our rural 
transportation system and requiring that 
specific recommendations for improve
ment be made to Congress. This amend
ment was approved unanimously by the 
Senate. I urge the Senate conferees on 
this bill to do all they can to see that 
the order for this important study is in
cluded in the final bill. 

The bill before us today represents a 
major step in dealing with one of the 
most serious of our rural transportation 
problems-the box car and hopper car 
shortage. I wholeheartedly endorse this 
legislation and urge all of my colleagues 
to give it their support. 

This Nation continues to suffer from a 
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serious shortage of box cars arid hopper 
cars. There simply are more things to be 
carried to market by rail than there are 
cars available to mo'Te them. Even with
out the massive shipments of grain to 
the Soviet Union last year. the problem 
would have been very serious because of 
expanded world demand for American 
agricultural commodities and growing 
domestic requirements for forest prod
ucts. 

Every day I hear from farmers in 
Minnesota who cannot move their prod
ucts to market because of railroad car 
shortages. Grain elevator operators find 
themselves in a very difficult position 
with full storage capacity and no freight 
cars available to ship goods to market. 
The forest products industry also is in 
a desperate position because of inade
quate freight car availability. 

The urgency of the "box car" shortage 
was highlighted at the National Gov
ernors Conference. The Governors sin
gled out this "box car" shortage for spe
cial attention at their annual meeting in 
June. In their report the Governors 
stated: 

There continues to be a serious crisis in 
this Nation with _respect to the movement 
of our grain supply. We have historically 
faced the annual problem of providing suf
ficient boxcars for the transport of this com
modity. The effect of this problem is felt 
by every farmer, grain elevator operator, and 
consumer in the Nation. 

I completely agree with the Governors. 
This problem does affect all consumers. 
Unless our farmers can get their prod
ucts to market in a timely and orderly 
manner, the food supply /demand rela
tionship will result in inflationary in
creases in food prices. 

Last Thursday, Secretary Butz an
nounced that there would be no Govern
ment set-aside of land in 1974 for feed 
grains, soybeans, wheat, and cotton, thus 
freeing up 19 million additional acres 
for production. Given the trouble farm
ers are having moving grain, expanding 
aCI·eage is only a partial solution. If we 
do not have enough boxcars to move 
our current grain production, how will 
we be able to handle the expanded har
vest we hope for in the years to come? 

Mr. President, title ll of the bill be
fore us establishes an Obligation Guar
antee Board composed of six members 
and a chairman appointed by the Presi
dent with the advice and consent of the 
Senate. I would hope that at least one 
of the seven members of the board will be 
chosen from among those nominated by 
shippers of agricultural commodities, in
cluding forest products, or by organiza
tions of these shippers. It seems only 
fair that our agriculture and forestry 
interests, who have been hurt most and 
longest by the shortage of boxcars, be 
assured of a voice on the Obligation 
Guarantee Board. 

Mr. President, we must pass the "Roll
ing Stock Utilization and Financing Act 
of 1973" today. We must then do an we 
can to assure that its provisions are car
ried out as rapidly as possible. 

I compliment my good friend Senator 
MAGNUsoN and his colleagues on the 

Committee on Commerce for developing 
and reporting this important legislation. 

The PRESIDING OFFICER. The ques
tion is on the engrossment and third 
reading of the bill. · 

The bill was ordered to be engrossed 
for a third reading and was read the 
third time. 

The PRESIDING OFFICER. The biD 
having been read the third time, the ques
tion is, Shall it pass? 

On this question the yeas and nays 
have been ordered and the clerk will call 
the roll. 

The legislative clerk called the roll. 
Mr. ROBERT C. BYRD. I announce 

that the Senator from Texas (Mr. 
BENTSEN), the Senator from Nevada <Mr. 
CANNON), the Senator from Alaska <Mr. 
GRAVEL), the Senator from Minnesota 
(Mr. HUMPHREY), the Senator from 
South Dakota <Mr. McGovERN), and the 
Senator from Maine <Mr. MusKIE) are 
necessarily absent. 

I further announce that the Senator 
from South Dakota (Mr. ABOUREZK} is 
absent on official business. 

I also announce that the Senator from 
Mississippi (Mr. STEVENS) is absent be
cause of illness. 

I further announce that, if present and 
voting, the Senator from South Dakota 
<Mr. ABouREZK), the Senator from Min
nesota <Mr. HUMPHREY), and the Sena
tor from South Dakota (Mr. McGovERN) 
would each vote "yea." 

Mr. GRIFFIN. I announce that the 
Senator from New Hampshire <Mr. CoT
TON) is absent because of illness. 

The Senator from Colorado <Mr. 
DoMINICK) and the Senator from Ohio 
<Mr. TAFT) are necessarily absent. 

The Senator from Nebraska <Mr. 
HRUSKA) and the Senator from New York 
(Mr. JAVITS) are absent on official busi
ness. 

The Senator from New Mexico <Mr. 
DoMINici) is detained on official business, 
and, if present and voting, would vote 
"yea." 

The result was announced-yeas 80. 
nays 6, as follows: 

[No. 315 Leg.} 
YEAS-80 

Aiken Fulbright 
Allen Griffin 
Baker Gurney 
Bartlett Hansen 
Bayh Hart 
Beall Hartke 
Bellmon Haskell 
Bennett Hatfield 
Bible Hathaway 
Eiden Hollings 
Brock Huddleston 
Brooke Hughes 
Burdick Inouye 
Byrd, Robert C. Jackson 
case Johnston 
Chiles Kennedy 
Church Long 
Clark Magnuson 
Cook Mansfield 
Cranston- · Mathias 
Curtis McClellan 
Dole McGee 
Eagleton Mcintyre 
Eastland Metcalf 
Ervin Mondale 
Fannin Montoya 
Fong Moss 

NAYS-6 
Buckley Goldwater 
Byrd, Helms 

Harry F., Jr. McClure 

NeLson 
Nunn 
Pa<:ltwood 
Pastore 
Pearson 
Pell 
Percy 
Proxmire 
Randolph 
Ribicoif 
Roth 
Sax be 
Schwetk:er 
Scott, Pa. 
Sparkman 
St-afford 
Stevens. 
Stevenson 
Symington 
Talmadge 
Thurmond 
Tower 
Tunney 
Welcker 
Williams 
Young 

Scott, Va. 

NOT VOTING-14 
Abourezk Dominick McGovern 
Bentsen Gravel Muskie 
Cannon Hruska Stennis 
Cotton Humphrey Taft 
Domenicl Javits 

So the bill cs. 1149) was passed, as 
follows: 

s. 1149 
An act to promote commerce and to meet 

the need of consumers of goods and prod
ucts by increasing availability of railroad 
rolling stock and equipment through im
proved utilization techniques and financial 
guarantees for new acquisitions, and for 
other purposes. 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 

TITLE I-FORMAL PROVISIONS 
SHORT TITLE AND TABLE OP CONTENTS 

SEc. 101. (a) This Act may be cited as the 
"Rolling Stock Utilization and Financing 
Act of 1973". 

(b) Table of contents. 
TITLE I-FORMAL PROVISIONS 

Sec. 101. Short title and table of contents. 
Sec. 102. Findings and purposes. 
Sec. 103. Definitions. 

TITLE n-RAILROAD EQUIPMENT FINANCING 

Sec. 201. Establishment of Board and Fund~ 
Sec. 202. Authorization to guarantee equip-. 

men1i obligations. 
Sec. 203. Issuance of notes or obligations. 
Sec. 204. Audit of transactions. 
Sec. 205. Default. 

TITLE m-INCREASED ROLLING STOCK 
UTILIZATION 

Sec. 301. National rolling stock information 
system. 

Sec. 302. Utilization measurement and over
sight. 

TITLE IV-RAll.ROAD EQUIPMENT CORPORATION 

Sec. 401. Prerequisites to establishment. 
Sec. 402. Railroad Equipment Corporation. 
Sec. 403. General powers of Corporation. 
Sec. 404. Financing. 
Sec. 405. Conversion to nongovernmental 

Corporation. 
Sec. 406. National rolling stock information 

system. 
Sec. 407. Use of equipment supplied by the 

Corporation. 
Sec. 408. Commission review. 
Sec. 409. Enforcement. 
Sec. 410. Annual report. 

TITLE V--GENERAL PROVISIONS 

Sec. 501. Protective arrangements for em
ployees. 

Sec. 502. Separability. 
FINDINGS AND PURPOSES 

Sec. 502. Separability. 
and declares that-

(1) There is at present a s-hortage of gen-· 
eral service railroad freight cars available to 
producers of goods and manufacturers of 
products. 

(2) This shortage results both from an in
adequate number of such cars and from 
their underutilization. 

(3) This shortage of available general serv
ice railroad freight cars has caused-

(A) losses to producers of goods and 
manufacturers of products which have re
sulted in higher prices to consumers of 
goods and products; 

(B) losses to railroads of revenue, thereby 
threatening their financial condition. 

(b) PURPOSEs.-The Congress hereby de
clares that the purposes of this Act are-- · 

( 1) to improve the utilization and distri
bution of rolling stock to meet the needs of 
commerce, users, shippers, the national de
fense, and the consuming public; 

(2.) to assist railroads in acquiring addi-
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tional rolling stock and equipment or faclli
ties to provide expeditious service to meet 
the increasing demands of the Nation's eco
nomy; and 

(3) to assist in achieving full employment 
by assuring adequate equipment necessary 
to transport the products of American in
dustry. 

DEFINITIONS 
SEc.103. As used in this Act-
(1) "Board" means the Obligation Guar

antee Board established under title n of 
this Act. 

(2) "Car-pooling company" means a com
pany that furnishes rolllng stock to three or 
more railroads on a shared ownership or 
cooperative or condominium-type basis. 

(3) "Commission" means the Interstate 
Commerce Commission. 

(4) "Corporation" means the Railroad 
Equipment Corporation authorized under 
title IV of this Act. 

( 5) "Directors" means the Board of Di
rectors of the Corporation. 

(6) "Equipment or facllities" includes data 
processing and other computer technology; 
machines and systems for loading and un
loading rolling stock; yards and terminals 
for originating, modifying, or terminating 
the movement of rolling stock; and other 
equipment or facilities, including ferries and 
related shoreside facilities designed primarily 
for the transportation of rolling stock by 
water, necessary to improve the utilization 
of rolling stock. 

(7) "Equipment obligation" means a bond, 
note, conditional sale agreement, equipment 
trust certificate, lease obligation, security 
agreement, or other obligation issued or 
granted to finance or refinance rolling stock 
or equipment or facilities. 

(8) "Fund" means the Obligation Guaran
tee Fund. 

(9) "Holder" means, unless otherwise pro
vided, the holder of an equipment obligation. 
If a bank or trust company is acting as agent 
or trustee for the holder of the equipment 
obligation, such bank or trust company 
shall be regarded as the holder. 

(10) "Includes" should be read as if the 
phrase "but is not limited to" were also set 
:forth. 

(11) "Lease" means a contractual arrange
ment under which the legal owner of rolling 
stock or equipment or facilities furnishes 
such rolling stock or equipment or facilities 
to a railroad or a car pooling company and 
such railroad or car pooling company receives 
the benefits, through reduced rentals, of 
any tax ··enefits available. 

(12) "Lease obligation" means all of the 
lessee's payment obligations under a lease 
including rentals, termination payments, 
and tax indemnification payments. 

(13) "Obligor" means the debtor under 
an equipment obligation. The term includes 
the original obligor and any successor or 
assignee of such obligor who is approved by 
the Board. 

(14) "Railroad" means a common carrier 
by railroad, as defined in section 1 (3) of the 
Interstate Commerce Act ( 49 U.S.C. 1 (3) ) , 
and includes where the Board makes an ap
propriate finding, a railroad controlled by 
another railroad within the meaning of para
graph (b) of such section. The term does not 
include the Corporation. 

(15) "Rolling stock" includes any type of 
new or rebuilt standard gauge locomotive, 
caboose, or general service railroad freight 
car the use of which is not limited to any 
specialized purpose by particular equipment 
design, or other features. General service rail
road freight car includes a boxcar, gondola, 
open-top or covered hopper car, and flatcar. 
The Board may designate other types of cars 
as rolling stock upon a written finding, with 
reasons therefor, that such designation is 
consistent with the purposes of this Act. 

(16) "Secretary" means the Secretary of 
Transportation. 

(17) "State" means any State or the Dis
trict of Columbia. 

TITLE II-RAILROAD EQUIPMENT 
F:fiiANCING 

ESTABLISHMENT OF BOARD AND FUND 
SEc. 201. (a) BoARD.-There shall be estab

lished in the Department of Transporta+.ion 
an independent agen~y to be known as the 
Obligation Guarantee Board. The Board shall 
be composed of six members and a chairman. 
Two of the members shall be the Secretary 
of TransportatioL. and the Secretary of the 
Treasury, or their duly authorized represen
tatives, who shall serve ex officio with the 
same powers as other members of the Board. 
The President shall, within ninety days of 
the enacJ;ment of this Act, appoint the other 
members and the chairman of the Board, by 
and with the advice and consent of the Sen
ate, on the following basis-

(1) three, to be selected from lists of quali
fied individuals recommended by shippers 
and organizations representative of signifi
cant shipping interests including small busi
nes.::; users of railroad. transportation services; 

(2) one, to be selected from lists of quali
fied individuals recommended by consumer 
organ:zations, community organizations, and 
recognized consumer leaders; 

(3) one, to be selected from lists of quali
fied individuals recommended by the na
tional organization of the State commissions, 
referred to in sections 202(b) and 205(f) of 
the Interstate Commerce Act (49 U.S.C. 202 
(b), 205(f)), who shall b£. a member of a 
State agency authorized by the law of any 
State to set rates for transportation by 
railroad. 
As used in this subsection, a list of qualified 
individuals shall consist of not less than 
three individuals. · 

(b) FuND.-An Obligation Guarantee 
Fund is established. The fund shall be ad
ministered by the Board as a revolving fund 
to carry out the provisions of sections 202 
through 205 of thi.:; Act. Moneys in the fund 
shall be deposited in the Treasury of the 
Uuited States to the credit of such fund or 
invested in bonds or other obligations of the 
United States approved by the Secretary of 
tl:.e Treasury. 

(c) COMPENSATION.-A member Of the 
Board who is not otherwise &L employee of 
the Federal Government may receive $150 
per diem when engaged in the actual per
formance of duties vested in the Bor.rd plus 
reimbursement for travel, subsistence, and 
other necessary expenses incurred in the per
formance of such duties. 

(d) TERMs oF OFFICE.-The terms of office 
of the members first taking office (other than 
those of the two members who shall serve ex 
officio) shall expire as designated by the 
President at the time of nomination, three 
at the end of the third year, and two at the 
end of the sixth year. The member appointed 
by the President, by and 71th the advice and 
consent of the Sen-te, to be chairman of the 
Board shall serve as chairman until his term 
of office as a melliber expires and a successor 
is duly J.ppointed. Successors to members of 
the Board shall be appointed in the same 
manner as the original members and shall 
have a term of office expiring six years from 
the date of expiration of the term for which 
their predecessors were appointed. Any mem
ber appointed to fill a vacancy on the Board 
occurring prior t .-the expiration of the term 
for which his predecessor was appointed shall 
be appointed for the remainder of such term. 

AUTHORIZATION TO GUARANTEE EQUIPMENT 
OBLIGATIONS 

SEc. 202. (a) GENERAL.-The Board is au
thorized, in accordance with the provisions 
of this section, to guarantee and to make 
commitments to guarantee the payment of 
interest on and the principal balance of an 
equipment obligation prior to, on, or after 
the date of execution or the date of disburse-

ment of such obllgation: Provided, That no 
equipment obligation in the form of a lease 
obligation shall be guaranteed unless and un
til the Board finds, after notice and an op
portunity for comment by interested persons 
and publication in the Federal Register of 
this finding and the reasons therefo:.: that no 
other reasonable means of equipment financ
ing or refinancing is reasonably available to 
the applicant and that approval of the guar
antee application will serve the public in
terest. Each guarantee of an equipment obli
gation shall be made in accordance with the 
provisions of this Act and such rules as the 
Board may prescribe to reasonably protect 
the interests of the United States. Each ap
plication for the guarantee of an equipment 
obligation shall be made in writing to the 
Board in such form and with such content 
as the Board prescribes. An application shall 
be granted if the Board determines that the 
proposed, negotiated, or executed equipment 
obligation is eligible for a guarantee under 
this Act. Each guarantee and commitment 
to guarantee shall be extended in such form, 
under such terms and conditions, and pur
suant to such regulations as the Board deems 
appropriate, consistent with the purposes of 
this Act. Each guarantee and commitment to 
guarantee shall inure to the benefit of the 
holder of the equipment obligation to which 
such guarantee or commitment applies. In 
the case of a lease obligation, the guarantee 
shall run to and be for the benefit of any 
holder thereof. In no event shall any such 
holder receive or be entitled to retain pay
ment from said guarantee in a total amount 
which, together with any other recovery, in
cluding a security interest in the rolling 
stock or equipment or facilities, exceeds the 
actual loss of such holder. 

(b) MAXIMUM PERMISSmLE GUARANTEE.
Except as otherwise provided, the B::Jard shall 
not guarantee payment of the principal of 
an equipment obligation in an amount in ex
cess of 80 per centum of the value of the roll
ing stock or equipment or facilities which 
are being financed or refinanced thereby. The 
Board may guarantee an amount not in ex
cess of 95 per centum of such value upon a 
finding made in writing by the Board and 
published with detailed reasons therefor in 
the Federal Register that an applicant rail
road would not otherwise be able in its 
present financial condition to acquire such 
equipment or facilities or rolling stock on 
reasonable terms and conditions and that 
such acquisition by the applicant railroad 
is necessary to achieve the purposes of this 
Act. In the case of a lease obligation, the 
Board may guarantee payment of the entire 
principal together with the amount neces
sary to guarantee to the lessor, upon de
fault of such obligation, the cost of tax re
capture under sections 47 and 1245 of the 
Internal Revenue Code of 1954 (26 U.S.C. 47, 
1245) , upon a. finding made in writing by the 
Board and published with detailed reasons 
therefor in the Federal Register that the ap
plicant is a railroad which has filed a peti
tion for reorganization under section 77 of 
the Bankruptcy Act (11 U.S.C. 205); that 
such petition has been approved; and that 
the judge in such proceeding certifies to the 
Board that the railroad is making all rea
sonable efforts to achieve reorganization and 
that such guarantee is reasonable and neces
sary. In all cases, the Board shall make a 
determination of the value of the rolling 
stock or equipment or facilities which are be
ing financed or refinanced thereby, and such 
determination of value shall be conclusive 
and not subject to review in any court. 

(c) MODIFICATIONS.-The Board is au
thorized to approve any modification of any 
provision of a guarantee or a commitment 
to guarantee such obligation, including the 
rate of interest, time of payment of interest 
or principal, security, or any other terms 
and conditions, upon a finding in writing 
by the Board that such modification of equi-
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table and not prejudicial to the interests of 
the United States under this Act. SUch ap
proval shall not be granted without prior 
consent by the holder of such obligation. 

(d) MAXIMUM OBLIGATIONAL AUTHORITY.
The aggregate unpaid principal amounts of 
equipment obligations and interest thereon 
which may be guaranteed by the Board un
der this title shall not exceed $2,000,000,000 
at any one time; and at least 70 per centum 
of the aggregate shall guarantee equipment 
obligations financing or refinancing rolling 
stock. 

(e) RATE oF lNTEREST.-Interest (exclusive 
of premium charges for guarantee and serv
ice fees) shall be payable on each equipment 
obligation, other than a lease obligation 
guaranteed by the Board. The rate of interest 
shall not exceed the per centum per annum 
rate on the unpaid principal of such obliga
tion determined by the Board to be reason
able upon consideration of the range of in
terest rates currently prevailing in the pri
vate market for similar obligations. In the 
case of lease obligations guaranteed by the 
Board, such lease obligation shall contain 
a rental rate which reflects an effective in
terest rate not to exceed a per centum per 
annum rate of the unpaid principal of such 
obligation determined by the Board to be 
reasonable upon consideration of the range 
of effective interest rates prevailing in the 
private market for similar obligations. 

(f) NoTICE.-Upon receipt of an applica
tion for an equipment obligation guaran
tee, the Board shall cause a notice of such 
application to be published in the Federal 
Register and shall invite and afford interested 
persons an opportunity to submit comments 
on such application at a proceeding to com
mence within twenty-one days of the date 
of the publication of such application. Gen
eral notice of such proceedings shall be pub
lished in the Federal Register. Such notice 
shallinclude-

(1) a statement of the time, place, and 
nature of the proceedings; and 

(2) a description of the subjects and is
sues involved. 

(g) REQUIREMENTS FOR GUARANTEES.-No 
equipment obligation shall be guaranteed 
under this Act unless the Board makes a 
finding in writing that--

(1) the equipment obligation (other than 
a lease obligation) is secured by rolling stock 
or equipment or facilities which are being 
financed or refinanced thereby; 

(2) payment of the equipment obligation 
is required by its terms within fifteen years 
of the date of its execution; 

(3) the leasing, financing, or refinancing of 
the rolling stock or of equipment or facili
ties directly related to improving the utili
zation of rolling stock is justified by the 
present and probable future demand for 
transportation services to be rendered by the 
applicant; 

( 4) the operations o! the applicant are 
sufficiently efficient as o:r the date of appli
cation as to give reasonable assurance that 
any rolling stock in the control of such ap
plicant or which may come within the con
trol of such applicant will be economically 
and efficiently utilized; 

( 5) the purchase or lease of the rolling 
stock or equipment or facilities wl11 serve to 
meet. demonstrable needs for ran trans
portation services and to provide shippers 
with adequate rolling stock for their trans
portation needs; 

( 6) the probable value of such rolling 
stock or equipment or facilltles 1s sufficient 
to provide the United States reasonable se
curity and protection in case of default and 
repossession by the holder of the equipment 
obligation or in case of possession or pur
chase by the Board; and 

(7) the !.ncurrence o1 such obligation w11l 
result in a net increase 1n the total load
carrying capacity of such obligor's rolling 
stock. 

(h) CONDrriONS OF GUARANTEES.-No 
guarantee or commitment to guarantee an 
equipment obligation shall be extended un
der this Act unless the obligor first agrees in 
writing that so long as any interest or prin
cipal on s.uch obligation is due and payable-

( 1) there will be no net decrease in the 
load-carrying capacity of such obligor's roll
ing stock; 

( 2) there wni be no increase in discre
tionary dividend payments over the average 
amount paid during the five years preced
ing "~;he enactment of this Act without prior 
approval of the Secretary in writing, based 
on findings, published, with reasons there
for, in the Federal Register, made after pub
He hearings with opportunity for submis
sion of comm.ents by all interested parties, 
that such increase in dividends will not de
crease the ability of the obligor to provide 
improved car service; 

(3) the obligor will not use assets or reve
nues related to or derived !rom railroad op
erations in nonrailroad enterprises without 
prior approval of the Secretary in writing 
based on findings, published, with reasons 
therefor. in the Federal Register, made after 
public hearings with opportunity for submis
sion of comments by all interested parties. 
that such use of assets or revenues will not 
decrease the ability of the obligor to provide 
improved car service; 

( 4) the obligor shall take all reasonable 
and practical steps possible, in accordance 
with such guidelines as may be established 
by the Secretary and the Commission, to 
improve the equitable distribution and effi
cient and expeditious use of all rolling stock 
and equipment, including cooperating with 
the Secretary in programs under title m of 
this Act. 

(i) BREACH OF CONDITIONS.-The Secretary 
is authorized and directed to commence an 
action in the district courts of the United 
States to enjoin any activity found by the 
Secretary to be in violation of the condi
tions specified in subsection (h) of this sec
tion. In addition, ... ny person who knowingly 
violates or contributes to the violation of 
any of the conditions specified in such sub
section shall be subject to a civil penalty, to 
be levied by the Secretary, of not to exceed 
$10,000. 

(j) LEASE 0BLIGATION.-Before guarantee
ing any lease obligation under this section 
the Board shall find that--

( 1) the terms of the lease or leases provide 
that in event o! default by the lessee and 
demand for payment by the Board that the 
Board shall have the right in its discretion-

( A) to demand possession of the leased 
property from the lessee or to purchase the 
leased property for fair market value but in 
no event for an amount greater than the 
sum of lease rentals and other financial 
obligations for the remaining term of the 
lease; or 

(B} to permit the lessor to repossess the 
leased property from the lessee for the pur
pose of leasing in good faith at not less than 
fair market value to other lessees provided 
that any amounts collected from such lessees 
in excess of the amount to which the lessor 
would have been entitled under the original 
lease. plus costs, shall be paid over to the 
United States and deposited in the fund 
and that in the event any amounts collected 
from such lessees are less than the amount 
to which the lessor would have been entitled 
under the original lease, plus costs, then 
such difference shall be paid to the lessor 
from the fund; and 

(2) the terms ot the lease shall provide 
that, in event of default, any amounts paid 
to the holder of the lease obligation in settle
ment, including amounts received from the 
Board pursuant to the guarantee, are income 
and proceeds from the equipment subject 
to said lease and subject to claims of any 
holder of an equipment obligation in an 

amount equal to the holder of the lease 
obligation's outstanding obligation to said 
holder under any equipment obligation. · 

(k) INVESTIGATION CHARGE.-The Board 
shall charge and collect from the obligor 
such amounts as it may deem reasonable for 
the investigation of applications for a guar
antee, for the appraisal of properties o:ffered 
as security for a guarantee, or for the 
issuance of commitments. Such charges shall 
not aggregate more than one-hal! of 1 per 
centum of the original principal amount o.f 
the obligation to be guaranteed. 

(1) PREMIUM CHARGE.-Tb.e Board shall set 
a premium charge of not more than 1 per 
centum per annum for an equipment obliga
tion guaranteed under this Act. The pre
mium charge shall be computed on the basis 
of the principal amount of the equipment 
obligation which is outstanding. The pre
mium charge shall be paid when the obliga
tion is first guaranteed by the Board, and 
thereafter annually, on the anniversary date 
of such guarantee. 

(m) ADMINISTRATIVE CoSTS.-All moneys 
received by the Board under this title, shall 
be deposited in the fund. An amount which 
shall not exceed five per centum of the total 
annual premium charges collected under 
subsection (1) of this section may be used 
by the Board to pay administrative costs and 
expenses incurred by it pursuant to this title. 

ISSUANCE OF NOTES OR OBLIGATIONS 
SF.C. 203. (a) AUTHORITY.-The Board is 

authorized to isssue notes or other obliga
tions to the Secretary of the Treasury in such 
forms and denominations, bearing such ma
turities, and subject to such terms and con
ditions as the Board, with the approval of 
such Secretary, may prescribe.. Such obliga
tions may be issued whenever the moneys in 
the fund are not sufficient to pay any 
amount which the Board is required to pay 
under an agreement under section 202 of this 
Act. Such obligations shall bear interest at a 
rate to be determined by the Secretary of the 
Treasury on the basis of the current average 
market yield on outstanding marketable ob
ligations of the United states on comparable 
maturities during the month preceding the 
issuance of such obligations. The Secretary 
of the Treasury is authorized and directed to 
purchase any such obligations and for such 
purpose is authorized to use as a public debt 
transaction the proceeds from the sale of any 
securities issued under the Second Liberty 
Bond Act, as amended. The purposes for 
which securities may be issued under such 
Act are extended to include any purchase of 
notes or other obligations issued under this 
subsection. At any time, the Secretary of the 
Treasury may sen any such obligations; and 
all sales, purchases, and redemptions of such 
obligations by the Secretary of the Treasury 
shall be treated as public debt transactions 
o! the United states. Funds borrowed under 
this subsection shall be deposited in the fund 
and redemptions of any such obligations 
shall be made by the Board from the fund. 

(b) DisPOSITION OF PROPEaTY.-Notwith
standing any other provision of law, the 
Board is authorized to perform any acts 
which it considers necessary, in its discretion, 
to complete, recondition, reconstruct, reno
vate, repair, maintain, manage, operate, char
ter, lease, rent, sell, or otherwise dispose of 
any property or other interests acquired by 
the Board under an a.,areement pursuant to 
section 202 of this Act. 

(c) EvmENCE.-No contract or commitment 
to guarantee an equipment obligation en
tered into by the Board pursuant to this Act 
shall be tenntnated, canceled, or otherwise 
revoked, except in accordance with lawful 
terms and conditions prescribed by the 
Board. Such a contract or commitment shall 
be conclusive evidence that the underlying 
obligation is in compliance with the provi
sions of this Act and that such obligation 
has been approved and is legal as to princi-
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pal, interest, and other terms. Such a con
tract or commitment shall be valid and in
contestable in the hands of a holder as of the 
date when the Board entered into such con
tract or commitment, except as to fraud, 
duress, mutual mistake of fact, or materia.l 
misrepresentation by or involving such 
holder. 

AUDIT OF TBANSACTIONS 
SEc. 204. (a) GENEBAL.-The financial 

transactions of the Board shall be audited 
by the Comptroller General of the United 
States, in accordance with such rules and 
regulations as he may vrescribe. Representa
tives of the Comptroller General shall have 
access to all books, accounts, records, reports, 
files, and other papers, things, or property 
pertaining to such transactions by the Board 
and necessary to facilitate an audit. Such 
representatives shall be afforded full facili
ties for verifying transactions with the bal
ances or securities held by depositories, fiscal 
agents, and custodians. All such property of 
the Board shall remain in the possession and 
custody of the Board. 

(b) ACCESS TO !NFOIU\UTION.-The repre
sentatives of the Comptroller General shall 
have access to all books, accounts, records, 
reports, files, and other papers, things, or 
property belonging to or in use by any obligor 
for which the Board has guaranteed an 
equipment obligation to the extent they per
tain to such obligor's financial transactions 
and are deemed by the Comptroller General 
to be necessary to facilitate any audit of 
the :financial transactions of the Board. Such 
representatives shall be afforded full facili
ties for verifying transactions with the bal
ances or securities held by depositories, fiscal 
agents, and custodians. All such property of 
such obligor shall remain in the possession 
and custody of the obligor. 

(c) REPoaT.-The Comptroller General 
shall make a report of each such aud.it to 
the Congress. Such report sha.ll contain all 
comments and information which the Comp
troller General deems necessary to inform 
Congress of the :financial operations and 
condition of the fund and any recommenda
tions which he deems advisable. Such report 
shall indicate specifically and describe in de
tail any program, expenditure, or other fi
nancial transaction or undertaking observed 
in the course of such audit which the 
Comptroller General deems to have been car
ried on or made without lawful authority. 
A copy of such report shall be furnished to 
the President, the Secretary, the Commis
sion, and the Board at the time it is sub
mitted to the Congress. 

DEFAULT 
SEC. 205. (a) GENERAJ .-If there is a de

fault in any payment by the obligor of prin
cipal or interest due under an equipment 
obligation guaranteed under this title, which 
has continued for thirty days, the holder of 
such obligation or his agents have the right 
to demand payment by the Board of the 
unpaid interest on and the unpaid prin
cipal of such obligation. Such payment may 
be demanded after or before the expiration 
of such period as may be specified in the 
guarantee or related agreements, but not 
later than ninety days from the date of 
such default. Within such period as may be 
specified in the guarantee or related agree
ments, but not later than thirty days from 
the date of such demand, the Board shall 
promptly pay to the obligee or his agent the 
unpaid interest on and the unpaid principal 
of such obligation. However, the Board shall 
not be required to make any such payment 
if, prior to the expiration of such period, the 
Board finds that there was no default by the 
obligor in the payment of interest or prin
cipal or that such default has been remedied. 

(b) RIGHTS OP BOARD.-lf the Board makes 
a payment under subsection (a) of this sec
tion, the Board shall have all the rights 1n 
any security which it held w.ith respect to its 

guarantee of such obligations as are con
ferred upon the Board under any security 
agreement with the obligor. Notw.ithstanding 
any other provision of law, the Board is au
thorized, in its discretion, to complete, recon
dition, reconstruct, renovate, repair, main
tain, operate, charter, rent, sell, or otherwise 
dispose of any property acquired by its pur
suant to such security agreement with the 
obligor. The terxns of any such sale or other 
disposition shall be as approved by the 
Board. 

(c) PAYMENT.-Any amount required to be 
paid by the Board pursuant to subsection 
(a) of this section sha.ll be paid in cash. 

(d) ACTION AGAINST 0BLIGOR.-If there is a 
default under any contract or commitment 
to guarantee an equipment obligation, the 
Board shall take such action against the 
obligor or any other parties liable thereunder 
as is, in its discretion, necessary to protect 
the interests of the United States. Such a 
suit may be brought in the name of the 
United States or in the name of the holder. 
Such holder shall make available to the 
United States all records and evidence nec
essary to prosecute any such suit. The Board 
shall have the right, in its discretion, to ac
cept a convenience of title to and possession 
of property from the obligor or other parties 
liable to the Board and may purchase the 
property for an amount not greater than the 
unpaid interest on and unpaid principal of 
such obligation. I! the Board receives, 
through the sale of property, an amount 
greater than the amount paid to the obligee 
under subsection (a) or (b) of this section 
together with the expenses of collection, the 
Board sha.ll pay such excess to the obligor. 
TITLE ill-INCREASED ROLLING STOCK 

UTILIZATION 
NATIONAL ROLLING STOCK INFORMATION SYSTEM 

SEc. 301. (a) PLAN.-(1) The Secretary 
shall, not more than six months after the 
date of enactment of this Act, designate a 
plan or alternative plans to establish a na
tional rolling stock information system 
which shall be designed to facilitate equita
ble distribution and expenditious utilization 
of rolling stock operated within the con
tinentia! United States and/or owned di
rectly or indirectly by railroads and car-pool
ing companies. Such a system shall be ca
pable of furnishing such information as the 
Secretary determines to be necessary for the 
expeditious utilization of rolling stock, in
cluding information related to the-

( A) length of time each piece of rolling 
stock is moving and loaded, moving and un
loaded, idled and loaded, and idled and un
loaded; 

(B) owner, type, size, and capacity, year of 
manufacture, identifying number, and spe
cial features of each piece of rolling stock; 

(C) origin and destination of cargo; 
(D) railroad in control of rolling stock 

movement, expected time of interchange, and 
degree of utilization of each piece of rolling 
stock by the controlling railroad; and 

(E) current status and location of each 
piece of rolling stock, time such status and 
location is expected to change, and antici
pated future commitments of such rolling 
stock. 

(2) The Secretary shall develop such plan 
or plans after consultation and discussion 
with the Secretary of Defense, the Director of 
the National Aeronautics and Space Admin
istration, the executive officers of major pri
vate manufacturers and suppliers of infor
mation location and retrieval systexns, ship
pers, railroads, the Commission, and any 
other Government agency, private organiza
tion, or private citizen that presents a useful 
submission regarding such a system. The Sec
retary is authorized to pay reasonable ex
penses, including honoraria, for individuals 
invited by him to present their submissions 
1n person. The Secretary shall cause such 

plan or plans to be published in the Federal 
Register and shall invite interested persons to 
comment thereon at a public hearing pur
suant to section 553 of title 5, United States 
Code, to be held not less than ninety days 
after the date of such publication. After such 
hearing, and not more than one year after 
the date of enactment of this Act, the Sec
retary shall publish the final plan for a na
tional rolling stock information system. This 
final plan shall include technical specifica
tions and other details for the equipment re
quired under such plan. Such plan shall in
clude means for coordinating or integrating 
such system with any existing informat.ion 
systems to the extent the Secretary finds such 
coordination will contribute in an expedi
tious, cost effective, and technically feasible 
manner to the implementation of an effective 
national system. The Secretary from time to 
time may cause such plan to be modified or 
amended, pursuant to section 553 of title 5, 
United States Code. 

(b) lMPLEMENTATION.-Following the pub
licat.ion of the final plan required under sub
section (a) of this section, the Secretary shall 
take all action necessary, including the issu
ance of rules, regulations, and gu.idelines, to 
cause such plan to be implemented within 
a rea.sosable time. The Secretary is authorized 
to contract with and provide technical assist
ance to individual railroads or groups of rail
roads work.ing together, including the shar
ing of costs and the funding in part of dem
onstration projects, to assist in the estab
lishment of the national rolling stock in
formation system. 

(c) ANTITRUST LAWS !NAPPLICABLE.-The 
antitrust laws of the United States are in· 
applicable to the extent necessary to carry 
out the purposes of this section as to any 
person who contracts with the Secretary or 
acts in conformity w.ith the final plan under 
subsection (a) of this section. 

(d) CENTER.-The Secretary may establish 
and maintain or assist in establishing and 
maintaining a centrally located national roll
ing stock information center. The Secretary 
of Defense may assist the Secretary to estab
lish such center. Such center may operate as 
a depository and dissemination center for all 
such information as may be prov.ided by the 
national rolling stock information system. 
The Secretary may make information 
gathered in such center available to any per
son subject to such rules as the Commis
sion might prescribe to insure the confiden
tiality of certain kinds of competitive infor
mation supplied for use in connection with 
the system. 

(e) REPORT.-The Secretary shall report 
semiannually directly to the Congress, with
out modification of such report by any other 
Federal agency, with respect to the progress 
made in implementing the national system 
provided for in subsection (a) of this sec
tion. Such reports shall include recommen
dations for such additional funding as may 
be necessary to make the national system 
fully effective. 

(f) AUTHORIZATION OF APPitOPRIATION.
There is authorized to be appropriated to the 
Secretary out of money in the Treasury not 
otherwise appropriated, the sum of $10,000,-
000 for purposes of this section. 

UTU.IZATION MEASUitEMENT AND OVERSIGHT 
SEC. 302. (a) ROLLING STOCK UTILIZATION 

INDEX.-Not less than ninety days after the 
enactment date of this Act, the Secretary 
shall develop and promulgate an index to 
measure the degree of utilization of rolling 
stock. The Secretary shall cause to be com
piled data requi1·ed by such index. At least 
once each quarter per annum, the Secretary 
shall publish such index, together with a re
port sett.ing forth any changes .in such till-
zation and his evaluation of the reasons 
therefor. 

(b) COMMISSION REI'ORT.-The Conunis
Sion shall publish a report on utilization of 
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rolling stock thirty days after the publica
tion of each report by the Secretary under 
subsection (a) of this section. The Com
mission in its report shall consider and com
ment upon the latest such report by the 
Secretary. 

(c) ENFORCEMENT.-The Secretary Shall, 
with the assistance of the Attorney General, 
make full use of existing law to bring about 
improvements in the utilization of rolling 
stock. The Secretary shall have such stand
ing as is necessary to bring or intervene in 
proceedings before Federal regulatory agen
cies and courts. Attorneys appointed by the 
Secretary may appear for and represent him 
in any such case or hearing. 

(d) UTILIZATION STUDY.-The Secretary 
shall prepare a study on the utilization of 
freight cars and means to improve such util
ization including consideration of per diem 
and other car hire charges, demurrage, car 
service rules and orders of the Commission 
and of the railroads, the practice of assign
ing cars to specific traffic or shippers, pay
ments for use of privately owned cars, and 
publicly and privately owned carpools. The 
Secretary shall submit legislative recom
mendations based upon such study within 
two years after the date of enactment of 
this Act. 

TITLE IV-RAILROAD EQUIPMENT 
CORPORATION 

PREREQUISITES TO ESTABLISHMENT 
SEC. 401. (a) GENERAL.-The Corporation 

authorized by section 402 of this Act shall 
be established only if-

( 1) two years or more after the date of 
enactment of this Act-

(A) the Commission finds, in accordance 
with section 553 of title 5 of the United 
States Code, that there is still, as a result 
of inadequate utilization or inadequacy of 
supply or both, a continuing shortage of 
rolling stock in the Nation. In determining 
whether there is such a shortage, the Com
mission may consider, without incorporat
ing in such a finding, the following factors-

(i) whether any category of rolling stock 
is not available to meet a demand equivalent 
to the average peak demand for such cate
gory of rolling stock in the four years prior 
to the time of such finding; 

(ii) any government program, regulation, 
or action affecting demand for or supply of 
freight cars; 

(iii) the extent, duration, and impact of 
seasonal peaks in demand for rolling stock; 

(iv) the local, re~ional or national scope of 
any reported problems of demand or supply 
related to rolling stock; 

(v) the impact of severe weather condi· 
tions which disrupt marketing, distribution, 
or railroad operating factors; 

(vi) the ablllty of shippers to load more 
cars if available; 

(vii) the extent to which any failures to 
furnish cars promptly result from factors 
not subject to railroad control. 
The presence of any or all such factors shall 
not preclude a finding by the Commission 
that there is a continuing shortage of roll
ing stock; or 

(B) the secretary finds that there has not 
been a significant increase in the utilization 
of rolling stock since the date of enactment 
of this Act; 

(2) six months after an affirmative finding 
under either subparagraph (A) or (B) of 
paragraph (1) of this subsection, the Com
mission or the Secretary finds that efforts to 
form and operate a not-for-profit nongov
erninental corporation, or corporations, to 
acquire, maintain, and provide a free run
ning national pool of rolling stock have not 
succeeded or have been inadeq~ate in size, 
scope, and operation to establish the feasibil
ity of a national pool, or have failed to em
ploy innovative concepts for equitable dis
tribution and expeditious use of rolling stock; 
and 

(3) the Congress, by affirmative concurrent 
resolution, authorizes the establishment of 
the Corporation. 

(b) REPORTs.-Two years after the date of 
enactment of this Act and on the anniver
sary date thereof each consecutive year there
after for five years, the Commission and the 
Secretary shall each transmit to the Presi
dent and the Congress a report on rolling 
stock which shall include each finding made 
since the previous such report, if any, pur
suant to subsection (a) of this section. If 
the Corporation authorized by section 402 
of this Act is not established in accordance 
with the provisions of subsection (a) of this 
section, such Corporation shall nonetheless 
be established seven years and six months 
after the date of enactment of this Act if-

(1) in the final reports made by the Com
mission and the Secretary under this subsec
tion-

(A) the Secretary or the Commission finds 
that the creation of a corporation to acquire, 
maintain, and provide general service rail
road freight cars and other rolling stock; to 
manage a pool of such rolling stock; and to 
develop and employ innovative concepts for 
the equitable distribution and expeditious 
use of such stock would contribute signifi
cantly to improvement of the utilization and 
distribution of rolling stock; and either 

(B) the Commission finds that there is 
still, as a result of inadequate utilization 
or inadequacy of supply, or both, a con
tinuing shortage of rolling stock in the 
Nation; or 

(C) the Secretary finds that there has 
not been a substantial and significant in
crease in the utilization of railroad rolling 
stock; and 

(2) the Congress, by affirmative concurrent 
resolution, authorizes the establishment of 
the Corporation. 

RAILROAD EQUIPMENT CORPORATION 
SEC. 402. (a) AUTHORIZATION.-There is 

hereby authorized to be established, in ac
cordance with the p1·ovisions of section 401 
of this Act and of this section, a corporation 
to be known as the Railroad Equipment Cor
poration. The Board of Directors first ap
pointed shall be deemed the incorporators, 
and the incorporation shall be held to have 
been effected from the date of the first meet
ing of such Board. 

(b) PURPOSES.-The purposes of the Cor
poration are to acquire, maintain, and pro
vide general service railroad freight cars 
and other rolling stock; to manage a pool of 
such rolling stock; and to employ innovative 
concepts for equitable distribution and ex
peditious use of such stock.to meet the needs 
of the national economy and the national 
defense. 

(c) STATUS.-(1) The Corporation shall be 
a government corporation of the District of 
Columbia subject, to the extent not incon
sistent with this Act, to the District of Co
lumbia Business Corporation Act (D.C. Code 
29-901 et seq.) and administered by a Board 
of Directors. 

(2) The Corporation shall not be subject 
to the provisions of the Interstate Commerce 
Act (49 U.S.C. 1 et seq.) or of any other 
law with respect to railroads, except that the 
Corporation shall be deemed to be a rail
road asto-

(A) sections 1(10) through 1(17) of the 
Interstate Commerce Act (49 U.S.C. 1(10)-
1(17)); 

(B) the Railway Labor Act, including the 
representation of employees of the Corpora
tion for purposes of collective bargaining, 
the handling of disputes between railroads 
and their employees, and other dealings with 
employees, and the Railroad Retirement Act 
and the Railroad Unemployment Insurance 
Act with respect to employee retirement, an
nuity and unemployment systems; 

(C) the Federal Employers Liability Act; 
and 

(D) safety, as to which the Corporation 
shall be subject to the same laws and regula
tions as any common carrier under part I 
of the Interstate Commerce Act. 

(d) BOARD OF DmECTORS.-The Board of 
Directors of the Corporation shall consist 
of eleven persons who shall be appointed by 
the President, by and with the advice and 
consent of the Senate, pursuant to this sub
section. The initial directors shall be ap
pointed within one hundred and twenty days 
after Congress, by affirmative concurrent re
solution, authorizes the establishment of the 
Corporation. The President shall appoint the 
members and their successors on the follow
ing basis-

( 1) three, to be selected from a list of 
qualified individuals recommended by the 
Association of American Railroads or its suc
cessor, one of whom shall be a representative 
respectively of eastern-, western-. and 
southern-territory railroads; 

(2) one, to be selected from a list of qual
ified individuals recommended by the parent 
body of the American Federation of Labor 
and Congress of Industrial Organizations or 
its successor, who shall be representative of 
railroad labor; 

(3) one, to be selected from a list of quali
fied individuals recommended by the Na
tional Academy of Sciences as persons with 
expert knowledge or experience with data 
processing and information systems and the 
application of computer technology to sys
tems management; 

(4) four, to be selected from lists of qual
ified individuals recommended by shippers, 
organizations representative of significant 
shipping interests including small shippers, 
consumer organizations, community organi
zations, and recognized consumer leaders, 
who shall be representative of consumers of 
transportation services and consumers of 
goods and products shipped by railroad; 

(5) one, to be selected from a list of quali
fied individuals recommended by the Sec
retary of Defense; and 

(6) one, to be selected from a list of quali
fied individuals recommended by the Secre
tary of Transportation. 

As used in this subsection, a list of quali
fied individuals shall consist of not less thai1 
three individuals. 

The President shall appoint one of the 
members, by and with the advice and con
sent of the Senate to serve as Chairman 
for a term of four years. A member of the 
Board of Directors who is not otherwise an 
employee of the Federal Government may 
receive $150 per diem when engaged in the 
actual performance of his duties plus reim
bursement for travel, subsistence, and other 
necessary expenses incurred in the perform
ance of such duties. 

(e) TERMs oF OFFICE.-The terms of office 
of the members first taking office shall ex
pire as designated by the President at the 
time of nomination. Four shall expire at the 
end of the third year, four at the end of 
the sixth year, and three at the end of the 
ninth year. Successors to members of the 
Board of Directors shall be appointed in the 
same manner as the original members and 
shall have a term of office expiring nine 
years from the date of expiration of the term 
for which their predecessors were appointed. 
Any member appointed to fill a vacancy in 
the Board of Directors occuring prior to the 
expiration of the term for which his prede
cessor was appointed shall be appointed for 
the remainder of such term. 

(f) GENERAL.-The Directors shall direct 
the exercise of all the powers of the Cor
poration. So long as there are four members 
in office, the Directors are empowered to 
execute the functions of the Corporation. 
Four of the Directors shall constitute a 
quorum for the transaction of such func
tions. 

(g) ANTITRUST LAWS !NAPPLICABLE.-The 
antitrust laws of the United States are in-
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applicable to the extent necessary to carry 
out the purposes of this title to any person 
who contracts with the Corporation with 
respect to the operation or maintenance of 
rolling stock or the design or implementa
tion of a national roll1ng stock information 
system or the use of information from such 
system. 

GENERAL POWERS OF CORPORATION 
SEC. 403. To carry out the purposes of this 

title, the Corporation is empowered to-
(a) build, rebuild, purchase, own, lease, 

control, and manage rolling stock or equip
ment or facilities; 

(b) acquire or contract for the use of 
physical facilities, equipment, and devices 
useful in developing equitable distribution 
and in maintaining expeditious use of rolling 
stock; 

(c) build, rebuild, operate, maintain, and 
repair its rolling stock, equipment, and 
facilities or enter into agreements and con
tracts for the performance of such work and 
for the performance of all services and work 
incidental thereto and consistent with pru
dent management; 

(d) conduct and contract for research and 
development that may lead to new and prac
tical technologies, systems, and methods for 
the efficient and economical movement, dis
tribution, solicitation, collection, loading and 
unloading, packaging, and processing of 
freight shipments involving railroads; 

(e) sue and be sued, complain and de
fend, in its corporate name and through its 
own attorneys; adopt, alter, and use a cor
porate seal, which shall be judicially noticed; 
adopt, amend, and repeal such bylaws, rules, 
and regulations as may be necessary for the 
conduct of its affairs; conduct its business, 
carry on operations, maintain offices, and 
exercise the powers granted under this Act 
in any State; 

(f) purchase, lease, or otherwise acquire, 
own, hold, improve, use, or deal in and with 
any property (real, personal, or mixed, tan
gible or intangible) or interest in property, 
wherever situated; sell, convey, mortgage, 
pledge, lease, exchange, or otherwise dispose 
<Y! property and assets; accept gifts or dona
tions of any property or services in aid of 
any purpose of the Corporation; 

(g) appoint such attorneys, employees, 
agents, consultants, and other personnel as 
it deems necessary; define the duties of per
sonnel and determine and pay compensa
tion for their services. Except as otherwise 
provided in this Act, such personnel and di
rectors of the Corporation shall not be sub
ject to laws relating to Federal employees 
with respect to appointments, promotions, 
adverse actions, hours of work, rates of com
pensation, allowances, leave, unemployment 
compensation, compensation for work-re
lated injuries, and Federal benefits for re
tirement, life insurance, and health benefits; 
and 

(h) enter into contracts, execute instru
ments, incur lia.bilitles, and do all things 
necessary or incidental to the proper man
agement of the affairs and the proper and 
prudent conduct of the business. 

FINANCING 
SEC. 404. (a) PER DIEM SURCHARGE.-Each 

railroad, except a switching and terminal 
railroad, shall pay to the Corporation a per 
diem surcharge of fifty cents per car-day on 
each unit of rolling stock for each day that 
such a railroad incurs a car hire charge for 
the use of such unit of rolling stock. The Di
rectors shall impose such per diem surcharge 
not later than sixty days after taking office 
under section 403 (f) of this Act and shall 
terminate it when it has collected such sum 
as may be necessary for the purposes of this 
title but not less than 10,000,000 nor more 
than $30,000,000. Surcharges are payable on 
the tenth day of the second month succeed
ing the month in which the charge accrues. 
Within sL'I: months of the termination of 

such surcharge, the Corporation shall refund 
to any railroad or group of railroads under 
common management and control any pay
ments made by such railroad or railroads in 
excess of ten per centum of the total paid 
by all railroads. 

(b) NEGOTIABLE DEBENTURES.-The Corpo
ration shall issue to each railroad a negoti
able debenture in the amount of the sur
charge paid under subsection (a) of this 
section. The debenture shall bear and pay 
interest at a rate to be determined by the 
Secretary of the Treasury to be the current 
rate for similar debentures in the open mar
ket. The par value of such debentures shall 
be due and payable December 31 of the thir
tieth year after the date of issuance thereof 
or the first business day thereafter if such 
date is a Saturday, Sunday, or holiday. Such 
debentures are debts of the Corporation but 
are subordinate to all other such debts. The 
United States of America does not guarantee 
either the par value or the interest on such 
debentures. 

(C) REFUND OF PER DIEM SURCHARGES.-( 1) 
In the event of partial or complete liquida
tion of the Corporation, any assets remain
ing after payment of the Corporation's obli
gations and expenses will be distributed pro 
rata to the railroads, not to exceed in any 
case the amount paid as per diem surcharges 
under subsection (a) of this section plus ac
crued interest, if any. The remainder of such 
assets will be paid into the Treasury of the 
United states and credited to miscellaneous 
receipts. 

(2) In the event of complete liquidation of 
any railroad subject to this Act, the Directors 
of the Corporation may, if and when funds 
are available, refund to such railroad a sum 
not to exceed the amount paid in as per diem 
surcharges under the provisions of subsec
tion (a) of this section plus accrued inter
est, if any. 

(d) INCURRENCE OF DEBT FOR CAPITAL 
PuRPosEs.-The Corporation is empowered 
to incur debt for capital purposes. Such debt 
may be incurred in the form of bonds, de
bentures, equipment trust certificates, con
ditional sale agreements, or any other form 
of securities, agreements, or obligations. So 
long as all the capital stock of the Corpora
tion is owned by the United States, the 
payment of principal and interest on all obli
gations issued by the Corporation is guar
anteed by the United States. Such guarantee 
shall be expressed on the face of the obliga
tion. So long as any capital stock is owned 
by the United States, payment of principal 
and interest on obligations issued by the 
Corporation may, in the discretion of the Di
rectors, be guaranteed by the United States. 
Such guarantee shall be expressed on the 
face of the obligation. Guaranteed obliga
tions shall not exceed $1,000,000,000 in p~in
cipal amount outstanding at any one time. 
Such obligations may be redeemable at the 
option of the Corporation before maturity in 
such manner as may be stipulated therein 
and shall be in such forms and denomina
tions, have such maturities, and be subject 
to such terms and conditions as shall be 
determined by the Directors, with the ap
proval of the Secretary of the Treasury. The 
Corporation may also incur debt not guar
anteed by the United States, in addition to 
that provided for under subsection (b) of 
this setcion. 

(e) PuRCHASE OF OBLIGATIONS BY TREAS
URY.-The Secretary of the Treasury may 
elect to purchase the obligations of the Cor
poration guaranteed by the United States in 
an amount not to exceed $1,000,000,000 in 
principal amount outstanding at any one 
time, under such terms, including rates of 
interest, as he and the Corporation may 
agree, but at a rate or yield no less than the 
current average yield on outstanding Treas
ury securities of comparable maturity, as 
determined by the Secretary of the Treasury. 

(f) PuBLIC DEBT TRANSACTION.-For the 

purpose of any purchase of the obligations of 
the Corporation, and to enable him to carry 
out his responsibility relating to guarantees 
made pursuant to this section, the Secretary 
of the Treasury is authorized to use as a 
public debt transaction the proceeds from 
the sale of any securities issued under the 
Second Liberty Bond Act, as now or hereafter 
in force, and the purposes for which securi
ties may be issued under the Second Liberty 
Bond Act, as now or hereafter in force, are ex
tended to include any purchases of the obli
gations of the Corporation under this Act. 
The Secretary of the Treasury may at any 
time sell, upon such terms and conditions 
and at such price or prices as he shall deter
mine, any of the obligations of the Corpo
ration acquired by him hereunder. All re
demptions, purchases, and sale by the Secre
tary of the Treasury of the obligations of 
the Corporation shall be treated as public 
debt transactions of the United States. 

(g) AUTHORIZATION FOR APPROPRIATIONS.
(!) In order to facilitate the formation and 
the implementation of the objectives of the 
Corporation, there is hereby authorized to be 
appropriated, out of money in the Treasury 
not otherwise appropriated, the sum of $10,-
000,000 to be used to acquire capital stock 
of the Corporation, such sum to continue to 
be available until expended. 

(2) There are authorized to be appropri
ated to the Secretary of the Treasury such 
sums as may be necessary to pay the prin
cipal and interest on notes or obligations 
issued by him as a consequence of any guar
antee made under this section. 

(3) In the event of any default on any 
guaranteed obligation, and payment in ac
cordance with a guarantee by the United 
States, the Attorney General shall take ap
propriate action to recover the amount of 
such payments, with interest, from the 
Corporation or other persons liable therefor. 

(h) LAWFUL INVESTMENT AND ExEMPTION 
FROM REGULATIONS AND RESTR.ICTIONS.-Se
curitieS guaranteed under this section shall 
be lawful investments and may be accepted 
as security for all fiduciary, trust, and pub
lic funds, the investment or deposit of which 
shall be under authority or control of the 
United States or of any office or officers there
of, and shall be deemed to be exempt se
curities within the meaning of laws admin
istered by the Commission. The limitations 
and restrictions as to a National or State 
bank dealing in, underwriting, or purchas
ing investment securities for its own ac
count, as provided in section 5136 of theRe
vised Statutes, as amended (12 U.S.C. 24), 
and section 5(c) of the Act of June 16, 1933 
(12 U.S.C. 335), shall not apply to securi
ties guaranteed under this section. 

(i) CAPITAL STocK.-(1) The Corporation 
is authorized to issue and have outstanding 
capital stock in such amounts and of such 
classes as it shall determine. At no time shall 
the aggregate of the shares of the capital 
stock of the Corporation owned by a single 
railroad or by any person controlling one or 
more railroads, as defined in section 1(3) (b) 
of the Interstate Commerce Act (49 U.S.C. 
1(3) (b)), directly or indire~tly through sub
sidiaries or affiliated companies, nominees, or 
any person subject to its direction or control 
or by any other stockholders, or any syndicate 
or affiliated group of such stockholders ex
ceed 5 per centum of such shares issued and 
outstanding. 

(2) The requirement of section 45(b) of 
the District of Columbia Corporation Act 
(D.C. Code, sec. 29-920(b)) as to the per 
centum of stock which a stockholder must 
hold in order to have the rights of inspection 
and copying set forth in that subsection 
shall not be applicable in the case of holders 
of the stock of the Corporation, and they 
may exercise such rights without regard to 
the percentage of stock they hold. 

(3) Capital stock of the Corporation offered 
and sold to the public shall be offered in 
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compliance with all applicable laws of the 
United States governing the offering and 
sale of securities by private corporations. 

(j) AUDIT AND EXPENDITURES.-(!) So long 
as any capital stock of the Corporation is 
owned by the United States, "Railroad Equip
ment Corporation" shall be subject to the 
provisions of the Government Corporation 
Control Act (31 U.S.C. 841 et seq.). 

(2) Except as otherwise provided in para
graph (1) of this subsection, the Corporation 
is authorized to make such expenditures and 
to enter such contracts, agreements, and 
arrangements as it deems necessary, upon 
such terms and conditions and in such man
ner as it decides. This authorization includes 
the power to make a final settlement or com
promise of all claims and litigation by or 
against the Corporation. 

(3) Nothing in this subsection shall be 
construed to deny the Corporation the power 
to obtain audits of its accounts and reports 
concerning its financial condition and op
erations by a firm or firms of certified public 
accountants. Such audit and reports would 
be in addition to those required by this sub
section. 

(4) Section 101 of the Government Cor
poration Control Act (31 U.S.C. 846) is 
amended by ( 1) striking out "and" in the 
last clause thereof; (2) striking out "." at 
the end thereof and inserting in lieu thereof 
the following: "; and Railroad Equipment 
Corporation.". 

CONVERSION TO NONGOVERNMENTAL 
CORPORATION 

SEC. 405. (a) PLAN FOR PUBLIC SALE.-As 
soon as practicable, a panel composed of the 
Secretary of Transports. tion, the Secretary 
of the Treasury, the Chairman of the Secu
rities and Exchange Commission, the Chair
man of the Commission, and the Chairman 
of the Directors of the Corporation shall sub
mit to the President and to the Congress a 
plan for the public sale of stock in the Cor
poration after finding that a market exists 
for the sale of such stock and that the pur
poses of this Act will be served thereby. This 
plan shall include, among other elements, 
a program which-

( 1) will require refinancing, or the estab
lishment of a reserve fund or other method, 
in order to protect the public interest 
against defaults on obligations of the Cor
poration guaranteed by the United States; 
and 

(2) will assure that the sale of the stock 
will result in a wide dispersion in the owner
ship of the stock. 

(b) REQUIREMENTS.-The plan for sale of 
stock to the public shall specify a program 
for systematically reducing the amount of 
obligations of the Corporation guaranteed by 
the United States and shall propose a capi
tal structure for the Corporation designed to 
insure sound financial and operating per
formance. Unless the Congress disapproves 
the plan within six months following sub
mission of the plan to it, stock shall be sold 
in accordance with the plan. 

(c) NEW BOARD MEMBERS.-Upon the Sale 
of stock to the public, the Board of Directors 
may be enlarged by the addition of members 
elected by owners of such stock. In no event, 
however, shall the Board of Directors exceed 
fifteen members while any capital stock in 
the Corporation is held by the United States. 
During such period, the rights and privileges 
of owhers of such stock, including deter
mination of the number of directors to be 
so elected, shall be set forth in · the bylaws 
of the Corporation. 

(d) PROCEEDS OF SALE.-The proceeds from 
the sale of stock to the public shall be ap
plied to the retirement of ·the stock held by 
the United Sta;tes. Upon the reth·ement of 
all the stock held by the United States, the 
terms of office of the members of the Board 
of Directors appointed under section 402(d) 
shall terminate as provided by the plan 
under subsection (a) of this section. There-

after, all except three of the Directors shall · 
be elected by the owners of the stock. The 
President shall have authority to appoint 
such three directors, by and with the advice 
and consent of the Senate-

(!) one, to be selected from a list of quali
fied individuals recommended by the parent 
body of the American Federation of Labor 
and Congress of Industrial Organizations; 

(2) one, to be selected from a list of quali
fied individuals recommended by the Fed
eral Trade Commission, after consultation 
with organizations of consumers; and 

(3) one, to be selected from a list of qual
ified individuals recommended by the Com
mission, after consultation with organiza
tions of shippers. 

As used in this subsection, a list of qual
ified individuals shall consist of no less than 
three individuals. 

(e) POSITION OF THE UNITED STATES.
Upon the retirement of all stock held b1 
the United States-

(!) the Corporation shall pay an annual 
fee to the United States equal to the dif
ference between the amount of interest ac
tually paid upon outstanding guaranteed 
obligations and the amount which would 
have been paid, as determined by the Sec
retary of the Treasury, if such obligations 
had not been guaranteed by the United 
States, plus one-fourth per centum; 

(2) the Corporation shall make every ef
fort to refinance obligations in order to ter
minate the liability of the United States 
arising from it s guarantee of obligations; 
and 

( 3) the Secretary of the Treasury may no 
longer purchase or guarantee the notes or 
other obligations of the Corporation. 

(f) DEFAULT.-If the Corporation defaults 
in the payment of obligations guaranteed 
by the United States, the United States is 
authorized to take control of the Corpora
tion and a new Board of Directors shall 
be appointed pursuant to section 402(d) of 
this Act. 

NATIONAL ROLLING STOCK INFORMATION 
SYSTEM 

SEC. 406. (a) ESTABLISHMENT.-!! a na
tional rolling stock information system, as 
defined in section 301 of this Act, is not op
erating effectively when the Corporation is 
established, it shall establish such a system. 
If the Corporation undertakes to establish 
such a system, the Secretary shall grant it 
access to and authority to use all informa
tion, studies, designs, equipment, facilities, 
computer programs, and other things 
acquired or developed under section 301 of 
this Act. The Secretary shall give the Cor
poration all possible assistance to further 
the purposes of this section. 

(b) INFORMATION ACCESS.-Data and other 
information derived from the national roll
ing stock information system shall be made 
available on an equal basis to the Corpora
tion, shippers, railroads, the Commission, 
the Secretary, and interested members of the 
public, subject to rules to be issued by the 
Commission to preserve the confidentiality 
of certain types of competitive information 
furnished for use in connection with the 
system. 

(c) REPORT.-The Corporation shall re
port to the Congress annually on the prog
ress made in implementing such national 
system. Each report shall include recom
mendat·\ons as to any additional funding 

. deemed necessary to make the national sys
tem more effective. The Commission shall 
publish a report on such system thirty days 
after the publication of each report by the 
Corporation under this subsection. 

USE OF EQUIPMENT SUPPLIED BY THE 
CORPORATION 

SEC. 407. (a) USER CHARGES.-The Corpora
tion shall establish and maintain a schedule 
of charges for the use of general service rail
road freight cars and other rolling stock, and 
equipment directly related to the utilization 

of rolling stock. The rates shall be such as. 
will, in the judgment of the Directors, enable 
the Corporation to meet its operating and 
administrative expenses, including deprecia
tion and carrying-charges for indebtedness, 
and to provide sufficient earnings to facilitate · 
the conversion of the Corporation to private 
ownership in accordance with section 405 of 
this Act as soon as possible. Such charges 
shall in no case exceed one hundred and 
fifty per centum of the cost to the· Corpora
tion of acquiring, owning, maintaining, and 
operating the rolling stock or equipment 
being so used. In establishing such charges, 
the Corporation shall consider prevailing 
rates and conditions for similar equipment. 

(b) USER CHARGES PRECLUDED.-The Cor-. 
poration shall not assess any charges for. 
rolling stock located on a railroad where that 
rolling stock is not required by such rail
road for use in originating traffic: Provided, 
That-

(1) such rolling stock is not the subject 
of a car service order by the Corporation or 
the Commission; and 

(2) such railroad furnishes appropriate no
tice to the Corporation pursuant to terms 
and conditions established by it regarding 
the use of such rolling stock. 

(c) CONDITIONS ON UsE.-The Corporation 
shall establish- · 

(1) reasonable rates of compensation for. 
storage of excess rolling stock on the prop_. 
erty of any railroad, through negotiation with. 
such railroad; · · 

(2) terms and conditions governing the 
use of its equipment, including requirements 
for identification of rolling stock, as are in 
its judgment appropriate to effectuate the 
purposes of this Act. Such terms and condi- · 
tions may be modified and amended from 
time to time; and 

(3) just and reasonable car service rules, · 
regulations, and practices, and car distribu
tion directions with respect to its rolling 
stock. Such rules, regulations, and practices 
shall be established after consulting with the 
Commission, railroads and car distribution 
agencies. They shall, together with car dis
tribution directions issued thereunder, take 
precedence over any rules, regulations, or 
practices in conflict therewith which are 
issued or applied by any railroad or group· 
of railroads. Such rules, regulations, and 
practices may be modified and amended from 
time to time. 

(d) COMPLIANCE WITH CONDITIONS.-Each 
railroad shall comply with such car service 
rules, regulations, and practices as may be 
established, together with such car distribu
tion directions as may be issued, pursuant 
to this section. 

(e) INTERCHANGE OF CARS.-No railroad 
may refuse to transport any genera\ service· 
railroad frelght car owned or supplied by the 
Corporation, whether loaded or empty, sub
ject to any applicable safety regulations, 
reasonable interchange rules, reasonable line 
clearances, reasonable weight lhnitations, and 
user charges set under this section. No rail
road shall be entitled to any compensation 
from the Corporation for moving empty 
Corporation-owned rolling stock from any 
point on its line of railroad to any point on 
another line of railroad, between any points ' 
on its line of railroad, or as a bridge carrier 
between points on two or more other lines 
of railroad: Provided, That such stock was 
moving un~er a car distribution directive 
(1) issued by the Commission or (2) issued 
by the Corporation for the purpose of dis
tributing Corporation-owned cars for load
ing. 

COMMISSION REVIEW 
SEc. 408. The Corporation shall ·be subject 

to ·se·ctions i ( 1 o) through 1 ( 17) of the In
terstate Commerce Act, and the orders of 
the Commission thereunder to the extent 
applicable. Upon petition of any person 
affected by any charge, rule, regulation, 
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practice, term, condition, or directive of the 
Corporation, or upon its own motion, the 
Commission shall make an investigation and 
shall order any charge, rule, regulation, prac
tice term condition, or directive which it 
finds not to be in conformity with this Act, 
or to be inconsistent with any rule, order, 
or directive of the Commission pursuant to 
applicable provisions of sections 1(10) 
through 1(17) of the Interstate Commerce 
Act to be canceled, annulled, amended, or 
suspended as the Commission shall find to 
be appropriate, 

ENFORCEMENT 
SEC. 409. (a) GENERAL.-In an appropri

ate civil action, the Corporation may apply 
to any district court of the United. States 
which has jurisdiction over the part1es and 
in which venue is properly laid under sec
tion 1291 of title 28, United States Code, for 
an order or judgment to enforce compliance 
with any obligation owing t o it under or in 
accordance with any provision of this title 
or under or in accordance with any agree
ment or regulation entered into or is~ued 
pursuant to this title. Nothing contamed 
in this section shall be construed to relieve 
any person from any punishment, liability, 
or sanction which may be imposed other
wise than under this Act. 

(b) EQUITABLE RELIEF.-(1) If the C?rpo
ration, any railroad, or any person fail~ or 
neglects to comply with any rule! re~ulatl~n, 
or practice established under this title, fails 
to pay any charge imposed under this tit_le, 
fails or refuses to comply with any car diS
tribution direction or other order issued un
der this title, or fails to obey any direct~ve 
by the Commission to pay charges, any dis
trict court of the United States having juris
diction over the parties and in which venue 
is properly laid under section 1291 of title 28, 
United States Code, may grant relief. Upon 
a petition by the Commission or by the Cor
poration, such court shall have jurisdiction 
to grant such relief as may be necessary or 
appropriate to prevent or terminate such 
failure or refusal. . 

(2) If the Corporatic.l'i, any railroad~ or any 
other person violates or threatens to violate 
any provision of this Act or any rule, regu
lation, or or-der issued under this Act, ~ny 
district court of the United States havmg 
jurisdiction over the parties and in which 
venue is properly laid under section 1291 of 
title 28, United States Code, may grant relief. 
Upon a petition, or, in the case of a labor 
agreement, upon the petition of any em
ployee affected thereby or a duly authorized 
representative of such employee, such court 
shall have jurisdiction to grant such equi
table relief as may be necessary or appropri
ate to prevent or terminate such violation. 

ANNUAL REPORT 
SEc. 410. The Corporation shall cause to be 

prepared and transmit simultaneously to the 
President and the Congress an annual report 
commencing one year after its establishment. 
Such report shall include-

(a) a comprehensive and detailed review 
and summary of the operations, activities, 
and accomplishments of the Corporation 
under this Act; 

(b) an account of the state of railroad 
freight service in the United States, includ
ing the number of rolling stock, by classes, 
acquired and owned by the Corporation and 
the number acquired and owned by the rail
roads; and 

(c) a statement of the Corporation's re
ceipts and expenditures for the previous year, 
an explanation of the method for determin
ing the type and amount of rolling stock 
purchased, and the criteria used in distrib
uting rolling stock. 
The Commission and the Secretary shall from 
time to time, but not less than once every 
two years, investigate and evaluate the per
formance of the Corporation in light of the 

purposes of this Act and each shall cause to 
be prepared and transmit, simultaneously 
to the President and the Congress a report 
thereon. 

TITLE V-GENERAL PROVISIONS 
PROTECTIVE ARRANGEMENTS FOR EMPLOYEES 
SEC. 501. (a) GENERAL.-In carrying out 

their functions under this Act and as a con
dition precedent to the execution of any con
tract, the guarantee of any obligation, and 
the approval or inducement of any other 
action under this Act, the Board, the Secre
tary and the Corporation shall take ade
quate steps to protect the interests of af
fected employees. Each contract as to which 
any railroad or car-pooling company is eith~r 
a party. or a beneficiary shall include farr 
and equitable arrangements, as certified by 
the Secretary of Labor, to protect the in
terests of individual railroad employees who 
are or who may oe affected in their employ
ment by such contract. Such protective ar
rangements shall include the arrangements 
specified in section 405 of the Rail Passenger 
Service Act of 1970, as amended (45 U.S.C. 
565) ; section 13 of the Urban Mass Trans
portation Act of 1964, as amended (49 U.S.C. 
1609) ; and section 6 of the High Speed 
Ground Transportation Act of 1965, as 
amended (49 U.S.C. 1636). 

(b) BUILDING AND REBUILDING CONTRACTS 
OF CORPORATION.-The Corporation, in award
ing contracts for the building or rebuilding 
of rolling stock under title IV of this Act, 
shall conform to prevailing practices in the 
railroad industry at the time of each such 
contract in dividing such work between rail
roads with facilities for building and rebuild
ing rolling stock and nonrailroads with such 
facilities. Such contracts, as are awarded to 
railroads, shall be performed through the 
use of the facilities and the employees of 
such railroads and shall not be subcon
tracted. In awarding such contracts, the 
Corporation shall be guided by the relative 
proportions of such building and rebuilding 
as was performed 1n railroad as opposed to 
nonrailroad facilities during the five-calen
dar-year period preceding the award of such 
contract Variations from these proportions 
shall not exceed 5 per centum if the total 
amount o! building and rebuilding declines 
from levels at the date of enactment o! this 
Act. If the Corporation fails to maintain re
quired relative proportions in distributing 
such work to railroad facilities under such 
contracts, the fair and equitable employee 
protective arrangements required by sub
section (a) hereof shall become effective. 
Notwithstanding the foregoing, no contract 
shall be awarded for the building or rebuild
ing of rolling stock by such C<>rporation un
less such work meets the minimum specifi
cations established by the Corporation in 
accordance with the purposes of this Act. 

(c) JoB TRAINING.-Railroad employees ad
versely affected by any action taken pursuant 
to this Act designed to provide for more effec
tive use and distribution o! rolling stock 
shall be reassigned and, if necessary, retrain
ed to perform the new tasks covering the 
functions which they had performed prior 
to such action. The performance of such 
functions shall be considered to be within 
the same craft or class as that in which such 
railroad employees were classified prior to 
such change and the rights of such employees 
to the same representation shall be pre
served. A railroad employment position 
which is affected by any such change may 
be eliminated as it becomes vacant through 
the death or voluntary resignation or retire
ment o! the employee holding such position: 
Provided, That the rate of attrition of such 
positions in any calendar year shall not 
exceed: 

(1) 1'our per centum of the total number 
of atrected employees of such railroad, as 
determined by the Secretary of Labor, or 

(2) a per centum equal to the average of 
the actual rate of attrition of the total num
ber of affected employees of such railroad for 
the preceding three calendar years, as deter
Inined by the Secretary of Labor. 

(d) OTHER LA ws.-In his administration 
of the provisions of this Act, the Secretary 
of Labor shall consolidate the program au
thorized herein with the companion pro
grams under the Rail Passenger Services Act 
of 1970, as amended (45 U.S.C. 565); the Ur
ban Mass Transportation Act of 1964, as 
amended (49 U.S.C. 1609); and the High 
Speed Ground Transportation Act of 1965, as 
amended (49 U .S.C. 1636). The Secretary of 
Labor shall uniformly develop, interpret, and 
apply the procedures and standards under 
these several laws. 

(e) REPAIR AND MAINTENANCE CONTRACT~.
TO the extent practicable, the Corporat10n 
shall award contracts for the repair and 
maintenance of its rolling stock to railroads 
with facilities for performing such work. 

(f) CONSTRUCTION CONTRACTS.-The Board 
(pursuant to title II), the Secretary (pur
suant to title III) , and the Corporation (pur
suant to title IV) shall take such action as 
may be necessary to insure that all laborers 
and mechanics employed by contractors and 
subcontractors in the performance of con
struction work financed with the assistance 
of funds received under any contract or 
agreement entered into under this Act shall 
be paid wages at rates no less than those 
prevailing on similar construction in the 
locality as determined by the Secretary of 
Labor in accordance with the Davis-Bacon 
Act. The Board, the Secretary or the Cor
poration shall not enter into any such con
tract or agreement without first obtaining 
adequate assurance that required labor 
standards will be maintained on the con
struction work. Wage rates provided for in 
collective-bargaining agreements negotiated 
under and pursuant to the Railway Labor 
Act or the National Labor Relations Act 
shall be considered to be in compliance wit i-1. 
the Davis-Bacon Act; the highest of such 
wage rates shall be the applicable standard 
for all laborers and mechanics not covered 
by any such agreement and employed by 
contractors and subcontractors engaged in 
the building and rebuilding of rolling stock 
pursuant to title IV of this Act. 

SEPARABILITY 
SEc. 502. If any provision of this Act or the 

application thereof to any person or circum
stance is held invalid, the remainder of the 
Act and the application of such provision t o 
other persons or circumstances shall not be 
affected thereby. 

The title was amended, so as to read: 
"A bill to promote commerce and to meet 
the need of consumers of goods and 
products by increasing avaihbility of 
railroad rolling stock and equipment 
through improved utilization techniques 
and financial guarantees for new acqui~ 
sitions, and for other purposes." 

Mr. HARTKE. Mr. President, I move 
to reconsider the vote by which the bill 
was passed. 

Mr. MAGNUSON. Mr. President, after 
all these years, it gives me great pleas
ure to move to table that motion. 

The motion to table was agreed to. 
Mr. HARRY F. BYRD, JR. subse

quently said: Mr. President, a parlia
mentary inquiry. 

The PRESIDING OFFICER. The Sen
ator will state it. 

Mr. HARRY F. BYRD, JR. What time 
was the rolling stock legislation laid be
fore the Senate and made the pending 
business? 
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The PRESIDING OFFICER~ The .Jour
nal Clerk will check. 

At 12:50p.m. 
Mr. HARRY F. BYRD, JR. At 12.:50 

p.m.? 
The PRESIDING OFFICER. 'The Sen

ator is correct. 
Mr. HARRY F. BYRD, JR. What time 

did the vote occur? 
The PRESIDING OFFICER. At 1:02 

p.m. the vote began. 
Mr . .HARRY F. BYRD, JR . .I thank 

the Chair. 

TRUTH IN LENDING ACT 
AMENDMENTS OF 1973 

The PRESIDING OFFICER (Mr. 
BID EN) • Under the previous order. the 
Senate will proceed to the consideral;ion 
of S. 2101, which will be stated by title. 

The legislative clerk read as follows: 
A bill '(S. '2101) to amend the 'Trotll 1n 

Lending Act to protect consumers against · 
inaccurate and unfalr billing practices and 
for other purposes. 

Mr. MANSFIELD. Mr. President. I 
suggest the absence of a quorum, .and I 
ask unanimous consent that the time not 
be ch-arged against either side. 

The PRESIDING OFFICER. Without 
objection, it.is so ordered. 

The elerk will-call the roll. 
The legislative clerk proceeded to call 

the roll. 
Mr. HARRY F. BYRD, JR. Mr. Pres

ident, I ask unanimous consent that the 
order for the quorum call be rescinded. 

The PRESIDING OF.F.IC.ER. Without 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
on behalf of the distinguished majority 
leader I yield time that was under the 
control of the majority ieader to the 
distinguished manager of th-e bill <Mr. 
SPAR.KMAN' • 

The PRESIDING OFFICER. The Sen
ator from Alabama is recognized. 

Mr. SPARKMAN. Mr. President, I ask 
unanimous eonsent that the following 
staff members be granted privilege of 
the floor: Ken McLean, Steve Paradise, 
Mike 'Burns, Pat Abshire~ .Reginald 
Barnes, and Emily Card. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

·The time !or debate is limited to 2 
hours, with the time equally divided and 
controlled by the majority leader and 
minority leader. 

Mr. ROBERT C~ BYRD~ Mr. President. 
I ask unanimous consent that the time 
under the control o! the distinguished 
minority leader be yielded to the Sena
tor from Tennessee (Mr. BRoCK~. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. SPARKMAN. Mr. Pr{lsident • .I yield 
myse1I 5 minutes. 

The PRESIDING OFFICER. The Sen
ator from Alabama is recognized. 

Mr. SPARKMAN. Mr. President, this 
bill, S. 2101, contains three titles. Title 
I is .term.ed the "'Fair Credit Billing Act.'" 
This title is designed m elp cousumers 
resolve credit billing disputes in a 'fai~ 
and timely manner and to prohibit ~er
tain other practices arising out of the 
use of credit cards or revolving charge 

accounts. Under this title reredioors are 
required among other things to -acknowl
edge -customer billing inquiries within 
30 days and resolve those inquiries-within 
90 days. Creditors cannot send dunning 
letters, threaten the consumer with ad
verse ·credit report, ur take oOther aetion ' 
to collect a disputed -amount or report · 
such amount as delinquent until the 
creditor has comp1ied with the require
ments for resolving billing .inquides. 

Creditors who fall to comply with 
these requirements forfeit the amfJUil't in 
dispute up to $50 whether or not the bill 
is an error. 

.In addition to establishing a .system for 
resolving billing disputes, the bill :seeks 
to prohibit other unfair billing pr.aetices 
with respect to revolving or Ol)en-end 
credit -account~. The substantive provi
sions of the bill on this subject .are as 
follows: 

First. Creditors cannot impose a :fi
nance charge on a revolving eredit ac
count unless the customer's statement 
is mailed at least 14 days prior t0 the 
date by which payment must be :received. 
An . exception is provided if a -creditor 
fails lio meet the 14~day requirement as 
a result of an act of God 'OI -other cir
cumstance beyond the creditor's -control. 

Second. Creditors cannQt imp-ose -a 
finance eharge on revolv.ing eredit ac
counts if the -customer's pa,ym:ent .is re
ceived before the due date. 

Third. C.reditGrs must promptly Gredit 
a customer•.s revolving charge account 
for any excess paym-ent or Tefun.d tne 
amount uf the excess if requested. 

Four'th. Mercbants honoring .credit 
cards issued by banks or other third par
ties must promptly notify the 'Card :issuer 
of any .retum of meehandise or similar 
adjustment. 

The bill also seeks to prohloit certain 
anticom:petitive practices between credit 
card issuers and retall mer.chants who 
participate in the credit card plan. Un
der this provision of the bill credit card 
issuers cannot prohibit merchants who 
honor the card from offering -a discount 
to -cash -customers. Also credit card is
suers cannot require merchants to main
tain deposits .or purchase Dther .services 
as a conditi:on for participating m the · 
credit card :plan. 

The bill is desi~d also to strengthen 
the legai tights of customers who use 
credit cards issued by banks or •Other 
third parties. Under these provisi~ns of 
the bill banks 'Or .other financi-al institu
tions whi-ch issue eredit eards e.annot 
offset credit eaTd bill against .a custom
er~s checking or .savings a-ccount unless 
a .court order has been obtained. .Als<t a 
customer who purchases defective mer
chandise with -a -credit -card issued by a 
bank or other third party can withhold 
payment and nssert the .same legal 
claims .and defenses against the card 
issuer· that he has against the merchant 
who sold the merchandise, provided the 
transactio.n exceeded .$50 and occurred 
in the same state where the cust.omer 
lives or ithin 100 miles of his residence. 

Title n .00 tM bill contains :a number 
of largely technical amendments de
signed to improve the operation of the 
Truth-in-Lending Act. Most of these 

amendments were recommended by the 
Federal Reserve Board .and the National 
Commlssion on Consumer Finance.. 

T.he most .significant provision under 
this t.itle limits the creditor's maxi- · 
mum lmbility :in a class :ru:!tion .suit 
brought 1Ullder the 'Truth-in-Lending A-ct 
to '$10o;noo or 1 percent uf the ereditor'.s 
net worth whichever is lesser. This does 
not' .apply to the amount of actual iiam
ages--if any-which can be recovered in 
a class action suit. · · 

Title· .III is termed the Equal Credit 
Opportunicy Act .and prohibits any 
clie.ditor trom di.scr.iminatang against any 
person on aceount of .sex or martta! sta
tus in -grari ting ur denying ·credit. This 
prohibition against discrimination .ap- ' 
plies to all credit transactions whether 
for consumer, business. or other purpose 
and includes cash loans, instaHment 
sales, mortgage loans, a.nd the opening : 
or elosing of a revolving -charge account. 
The :prohibition .also .covers the .unpos1-
tion of more restrictive tei'lllS .and .con
ditions on a prospective -credit tra;msac
tion as well :as the appr.ova-'1 or denial . of 
credit. · 

'Mr. President, I believe this is a good, 
COIIlJ)rehensive blll. It contains elements 
of S . .914 wllich w.as introdriced by Sen-a
tor PR.ODomLE and S. 1630 intr.OOu.eed by 
Senatcnr B.ROcK :ami me. n was -carefUlly 
cGnsidered by the Committee on Bank
ing, Housing -and Urban Afiairs. and J: 
urge its adoption by the Senate. 

I reserve the xemairui.er of my t-ime~ 
The PRESID.ING OFFICER. Who 

yields time'? 
Mr. BROCK. Mr. President, .I yield 

myself 'S.Ut:h time as· I may consume. 
Mr~ President, we have spent a great 

deal of .time on this legislation .last year, 
y.ear before. :and again :this 'Year. A num
ber o! bills have been introduced. The 
Senator from Wisconsin (Mr. PRoXJl1IIRE) 
has been :extremely act.ive m the area, 
as have the distinguished chairman of 
our .committee, the Senator :from New 
J.ersey (M:r. WILLIAMS , I, and other 
Senators. 

I think, in -essence. this 'bill :represents 
and reflects :a rather remarkable .spirit 
of .compromise in ·an ef!ort tG resolve 
what is a problem for the American con
sumer, and .that relates ta fair credit 
billing .activities. 

The reear.d is replete with statements 
of consumers wbo have been billed by 
robot and by computer, -da-y in .and day 
out, month in :and month out, .and ha-ve 
been thre~ened with .a loss of .access to 
records a.nd threatened with a, loss of 
credit .ratings, without any really ade
qua~ protection under the law. We must 
deal with that particular :problem ln a 
way that reffects the versatility and ilex
ibility of our free market system, but 
within that versatility that protects the 
interest of the consuming public. 

The 'T.ruth m Lending A-ct amend
ments now before the Senate -represent 
an important step tow.ard protecting · 
consumers against .in.accur.ate and un
fair billing practices. The amendments 
improve the arlministra.tinn 'Of the ~th 
in Lem.din;g Aet and prohibit discrimina
tion in consumer credit transactions on 
account of sex or marital status. That 
happen::; to be a field in which I have an 
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enormous interest, because last year, in 
our hearings with the National Commis
sion on Consumer Finance, we heard a 
number of witnesses testify to the cir
cumstances of discrimination against 
women, either because of their sex or 
because of their marital status. 

The bill is an effort to deal in specific 
terms with that problem and to prevent 
its recurrence. I think it reflects a re
markable accomplishment on the part of 
the committee, and I hope that Congress 
will see fit to pass the bill without ob
jection. 

Both the full Committee on Banking, 
Housing, and Urban Affairs and the Sub
committee on Consumer Credit spent a 
considerable length of time deliberating 
on the bill, and the full committee has 
now reported a reasonable measure 
which is deserving of the support of the 
Senate without major modification. 

Basically, s. 2101 represents a combi
nation of three bills. On February 20, 
1973, Senator PRoxMIRE introduced S. 
914 to prohibit unfair credit billing prac
tices and amend the disclosure provisions 
of truth in lending. The Senator from 
Alabama <Mr. SPARKMAN) and I intro
duced S. 1630 as an alternative which 
added the recommendations of the Na
tional Commission on Consumer Finance 
for amendments to the Truth in Lend
ing Act and a section on credit card 
fraud to the Fair Credit Billing Act 
amendments. In addition, separate bills 
had been introduced by the Senator from 
New Jersey <Mr. WILLIAMs) and myself 
to prohibit discrimination by creditors on 
account of sex or marital status. 

The Subcommittee on Consumer 
Credit held hearings on S .. 914 and S. 
1630 and recommended a revised bill to 
the full committee incorporating provi
sions from both of these bills. The full 
committee later met and, after amend
ing the revised bill recommended by the 
subcommittee, added a new title m to 
incorporate the substance of our bills on 
sex discrimination. 

The basic provisions of the bill would: 
Provide for prompt and fair resolution 

of billing disputes. 
Prohibit anticompetitive practices be

tween card issuers and retail merchants 
who participate in credit card plans. 

Strengthen the legal rights of custom
ers who use credit cards issued by banks 
or other third parties. 

Improve the administration of the 
Truth in Lending Act. 

Place limits on a creditor's maximum 
liability i 1 class action suits brought in 
truth h .. lending. 

Prohibit a creditor from discriminat
ing against any person on account of sex 
or marital status. I urge its enactment 
without crippling amendments. 

PROVISIONS DELETED BY THE COMMITTEE 

Mr. President, I should like to address 
myself for a few moments to the provi
sions deleted from the bill by the com
mittee. 

The committee turned down two pro
posals which would have regulated the 
method of computing finance charges on 
open end consumer credit plans. 

The first proposal limited any creditor 
who operates an open end consumer 
credit plan under the terms of which the 

obligor has the option of avoiding the 
finance charge by paying his outstanding 
balance to the use of the adjusted bal
ance method of computing finance 
charges. The second proposal, which was 
contained in the subcommittee's recom
mendations being considered by the com
mittee, permitted the use of both the 
adjusted and average daily balance 
methods of computing finance charges. 
Neither proposal permitted the use of the 
previous balance method of computing 
finance charges. 

Both of these proposals making illegal 
the use of the previous balance method 
of computing finance charges were 
turned down by the committee. 

The previous balance method is a 
method of computation under which the 
outstanding balance in the obligor's ac
count at the beginning of the billing 
cycle is used exclusively as the balance to 
which the periodic rate or rates are ap
plied. It is the simplest method of com
puting finance charges and the one used 
by many small retail firms offering open 
end credit. The maj01ity of the commit
tee were concerned over the impact that 
outlawing the previous method would 
have on the small business firms which 
used this method. In addition, as the ma
jority saw it, this was a piecemeal ap
proach to Federal rate regulation. 

The amount of finance charge is de
pendent upon both the periodic rate set 
under State usury laws and the balance 
method of computation. The committee 
felt that it would not be appropriate at 
this time for the Federal Government to 
intervene into this area of rate regula
tion which has been the exclusive prerog
ative of the States. The method of ap
plying rates should be determined by the 
States as it is now in conjunction with 
all of the other factors considered when 
establishing usury or rate statutes. 

Another provision deleted by the com
mittee from the subcommittee's recom
mendations would have prohibited credi
tors from imposing a minimum finance 
on any account unless such charge is im
posed uniformly on all accounts to re
cover billing costs. 

Testimony before the subcommittee in
dicated that the minimum finance 
charges are important to the small re
tailer who must recover the cost of pro
viding the service of billing customers 
each month. There are fixed costs which 
are not covered by 1¥2 percent on bal
ances of $10 or $15. The minimum fi
nance charges, as a result of truth in 
lending, generally do not exceed 50 cents. 
The retail witnesses felt that customers 
would not react favorably to the require
ment in the provision that finance 
charges be imposed in the month of pur
chase as this would deprive them of the 
free p.3riod now available under most 
open end consumer credit plans. 

The majority were concerned that the 
elimination of thC:; minimu..-n finance 
charge would force small retailers to 
abandon their open end credit plans 
and go over to bank credit cards. Avail
ability of credit to low- and moderate-in-
come consumers could be curtailed. In 
addition, as some member:: of the com
mittee saw it, the Federal Truth in Lend
ing Act simply is not the place for this 

form of rate regulation. It should be left 
up to the States to decide where the 
minimum finance chargt: makes eco
nomic sense, as they are now doing. 

At the present time, finance charges 
arc regulated by State law. States differ 
in their pattern of regulatio~. In one in
stance, a State ma.y allow a lower rate of 
finance charge to be imposed but may 
allow a minimum charge. Another State 
may allow a higher rate of finance charge 
and prohibit a minimum charge. Many 
States have, in fact, either restricted or 
prohibited such charges. If, however, the 
Federal Governm.ent were to make a 
minimum charge illegal, it would super
sede State law and apply to all States 
and would not take into consideration 
the differences which now exist in the 
States in their regulation of finance 
charges. 

I have received from small retailers in 
Tennessee numerous telephone calls and 
telegrams indicating that a Federal law 
prohibiting the previous b~lance method 
of computing finance charges and the 
minimum finance charge would cause 
them great hardsr..ips. The small busi
nessmen who have contacted me tell me 
that such an approach on the Federal 
level would put them at a great disad
vantage in competing with the large re
tail firms and could force them to use 
bank credit cards. I feel that it would be 
most unfair to small businessmen for us 
to legislate in this area at this time. 

I urge the passage of the bill without 
crippling amendments. 

In the interest of the legislative proc
ess, I reserve the remainder of my time. 

Mr. PROXMmE. Mr. President, will 
the Senator from Alabama yield me a 
brief amount of time on the bill? 

Mr. SPARKMAN. Yes, I yiel~ 5 min
utes to the Senator from Wisconsin. 

Mr. BROCK. Mr. President, will the 
Senator yield for a tmanimous-consent 
request? 

Mr. PROXMIRE. I am happy to yield. 
Mr. BROCK. Mr. President, I ask 

unanimous consent that the following 
staff members be permitted the privilege 
of the floor: Tony Cluff, Tony Wood, and 
Tom Brooks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. PROXMIRE. Mr. President, I wish 
to congratulate the chairman of the com
mittee <Mr. SPARKMAN) and the Senator 
from Tennessee <Mr. BROCK) for their 
hard work on the bill. Both of them have 
spent a great deal of time on the bill and 
have strengthened it in many respects. 

This is a controversial kind of a law 
to try to enact. It does affect both con
sumers and businessmen. It is a bill on 
which it is hard to secure agreement. It 
causes very strong feelings on the part 
of businessmen as well as consumer or
ganizations. 

On this kind of legislation, it is most 
important to have people with the con
cern and the intelligence shown by the 
Senator from Alabama <Mr. SPARKMAN) 
and the Senator from Pennsylvania <Mr. 
BRocK) working on it. 

They have put in a tremendous amount 
of time and effort on this bill and have 
a bill which does hav~ good provisions 
in it. However, in all candor, I can only 
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support the bill reported by the c~mmit
tee, but only with considerable. reluctance 
and with the hope that 1t (ean be 
strengthened on the :floor. The bill ~Can
tains a number of good r>rovisions which 
will improve our credit system. For ex
ample, the bill. requires creditors to re
solve custon1er billing !inquiries in -a fair 
and timely manner; it restricts the sa
called holder in due course -doetrine 1011 
credit card transactions; it prohibits oth
er unfair billing practices; and it out
laws discrimination in credit on the basis 
of sex -or marital status. These are a11 
worthwhile ref-orms and they have my 
wholehearted support. 

However, the bill reported by the Sen
ate Ban.king Committee is -aiso deficient 
in three areas. It d<Yes not contain a pro
vision regulating the manner in which 
creditors compute finance charges on 
their -revolvmg charge account plans. 
Such a measure was included in my -ori
ginal biH, S. 914, but was deleted by the 
committee. Second, the bill as reported 
does not contain a prohibition. against 
minimum :finance charges. Such -a prahi
bition was also contained in my original! 
bill, S. 91-4, but was similarly deleted by 
the committee. Third, the bill as report
ed drastically weakens the civil. penal
ties under truth in lending contrary to 
the specific recommendations of the Fed
eral ·Reserve Board. 

J: am going to offer amendments to 
remedy 2 of these 3 deficiencies. l: under
stand that the Senator from Utah (Mr. 
Moss) will offer an amendment to rem
edy the civil penalt-ies provision. If these 
amendments -are successful, 1: believe we 
will have -a strong and effective bill, -and 
one which will obtain the enthusiastic 
support of consumer groups. This sup
port by consumer groups is necessary if 
we expect the bill to clear the House of 
Representatives. On the other hand, if 
these strengthening amendments are de
feated, I believe we will have only a mar
ginal consumer protection bill and 'One 
which will not be vigorously pushed in 
the House. Under these circumstances, it 
is likely the bill will die in the House -as 
did similarly weakened legislation on the 
same subject last year. 

Mr. President, the bill before us has 
three titles. Title I prohibits unfair credit 
billing practices; title n improves the ad
ministration of the Truth in Lending 
Act; and title m prohibits discrimina
tion m consumer credit transactions on 
account of sex or marital status. 

TITLE .X-FAIR CREDIT 1ULL~G 

Title I of the legislation is termed the 
Fair Credit Billing Act, and is based on 
legislation J: introduced in the 91st, 92d, 
and 93d Congress. It is designed to help 
consumers resolve billing disputes in a 
fair and timely manner and to prohibit 
certain other practices arising out of the 
use of _credit .cards or revolving charge 
accounts. As reported by the committee, 
the _pr0posed Fair Credit Billing Act has 
the following key objectives: 

RESOLUTION OF "BI:I;UNG "ERROlrS 

The regi-sla'tion seeks to establish a sys
tem for insuring that billing '<iisputes or 
inquiries are resolved in a. fair ami time1y 
manner. This objective is achieved 

through the following substantive pro
visi-ons~ 

First~ Creditors are required to ac
knowledge customer billing inquiries 
within 30 days -and to resolve those in· 
quiries within '90 days. An inquiry is re
solved by either -correcting the customer's 
bill or explaning why the origin-al bill is 
correct. 

Se·cond. Creditors cannot send dunning 
letters, threaten the consumer with -an 
adverse credit report, or take other action 
to collect a disputed amount or report 
such amount cas -delinquent until the 'Cred
itor has complied with the requirements 
for resolving billing inquiries. 

Third. If a -customer -continues to rlis
pute a bill after receiving the creditor's 
explanation, the creditor may not report 
the disputed amount as delinquent to ca 
credit reporting agency unless the credi
tor so notifies the customer and tells the 
credit reporting agency the amount is in 
dispute. 

Fourth. Creditors must report any sub
sequent resolution of a disputed :amount 
to any credit reporting agency Which was 
:first notified of the dispute. 

Fifth. Creditors who fa1l to comply 
with the foregoing requirements forfeit 
the amount in dispute up to $'5'{) whether 
or not the bill was in er.ror. 

Sixth. Creditors must indicate on their 
monthly bills an address for handling 
billing disputes and disclose twice yearly 
the customer's right to have these dis
putes res·olved as provided in the bilL 

REGULATION OF OTHER BILLiliTG PRACTICES 

In addition to establishing a system 
for resolving billing disputes. the legis. 
lation seeks to prohibit other unfair billl
ing practices with respect to revolving -or 
open-end -eredit accounts. The substan
tive ·provisions are as f-ollows: 

First. C.rerutors cannot impose a 
finance charge on a revolving credit ae
count unless the customer's statement 
is mailed at least 14 days prior to the 
date by which-payment must be received. 
An ~xception :is JPTOvided if -a ereditor fails 
to meet the 14-day requirement a-s re
sult of an act of God Ol' other circum
stances beyond the creditor's control. 

.Second. Creditor.s cannot impose a 
finance cllarge .em revolving credit a~ 
counts if the customer's payment is re
ceived before the due date. 

Third. Creditor.s must promptly cr.edit 
a customer's revolving charge account for 
any excess payment or refund the 
amount of the -excess if requested. 

Fourth. M-erchants h-onoring credit 
earns issued by banks or other third par
ties must promptly notify the card issuer 
of any return of merchandise or similar 
adjustment. 

ANTICOMPETITIVE PRACTICES 

The legislation also seeks t-o prohibit 
certain anticompetitive pra:c'tiees be
tween credit caxd issuers and retail mer
chants who participate in the credit card 
plan. 'The .substantive provisions are as 
follows: 

First. Credit card issuers cannot pro
hibit mercnants who b<mort-he card from 
offering a discount to cash customers. 

Second. Credit eard issuers cannot re
quire merchants to maintain deposits 'Or 

purchase other services as a condition for 
participating in the credit card plan. 

R:tGHTS OF CREIUT CARD CUSTOMERS 

The legislati0n aL~ seeks to strengthen 
the legal rights of customers who use 
credit cards issued by banks or other 
third parties. The substantive provisions 
ar.e as follows.: 

First. Banks or -other financial institu
tions w.hich issue credit car.ds cannot 
-offset an unpaid credit card bill against 
a custollrel"'.s checking or .savings account 
unless a court order has been obtained. 

Second. A customer whG pur.cha.ses de
fective merchandise with a .credit card 
issued by ·a .bank or other third party can 
withlilold :payment and assert the same 
legal claims :and defenses against th.e 
merchant which sold the merchandise, 
provided the .transaction exceeded $50 
and oecnrredin the same State where the 
customer lives or within 100 miles of his 
residence.. 

'nlrLE .ll-.AMENnML'VXS TO 'THE 'I1R1JTH 
IN LENDING !ACT 

Mr. President, title n also contains :a 
series of ar.gely technica.t amendments 
designed to improve the administration 
of the Truth in Lending Act. Most Df 
these .amendments were recommended by 
the .Federail Reserve Board .o.r the Na
tional Commission -on Consumer Finance 
and are described. in the :section-by
section summary included "th tlhis re
port. 

The most significant 'Pl'OVision under 
title :n limits a creditor's maximum 'tia
hllity in a class action suit brought under 
truth in ~ending to .$100,.000 .or 1 percent 
of the creditor's net wGrth, whichever 
is the lesser. I !believe these limits are 
inadequate and should be increased. 

TITLE TII--EQllTAL CREDI'l' 'OPPllJR'l'UNITY 

Title III is termed the Equal Credit 
Opportunity Act and -prohibits any 
creditor fr.om discriminating against any 
person on account of.sex or marital status 
in granting or denying credit. 

This titJe is based on legislation Oiig
inally introduced by Senator Wn.LIKM:S 
and Senator BROCK and was added to 
the fair credit billing legislation in the 
form of an amendment sponsored by 
Senator W:IL'LIAMS, Senator BRocK, and 
myself. Credit discrimination based on 
sex or marital status was clearly docu
mented in the report of the Nation-al 
Commission on Consumer .Finance as 
well as {)ther studies. Based on these 
findings. I believe a statutory prohibi
tion against discrimination based on sex 
or marital status is long overdue. This 
type of senseless and arbitrary discrimi
nation must be eliminated from our 
credit .system. The prohibition in the bill 
against discrimination applies to all 
credit transactions, whether for consum
er, business, OT other purposes, and in
cludes cash loans. installment sa1es, 
mortgage loans, and the opening or clos-
ing of a rev~lving Charge .account. The 
prohibition against disClimination also 
covers the imposition of m.ore restrictive 
terms and conditions on a p spective 
credit transaction as well as the a.pprov.a1 
or denial of credit. 

The need for fair t:redit bllling iegis
lation is brought on by the -rapid increase 
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in revolving or- open-end credit plans 
which bill consumers on a monthy basis 
for the purchases during the preceding 
month. Many creditors operating open
end credit plans have computerized their 
billing and collection systems to the point 
where an individual consumer with a 
!particular problem is finding it increas
ingly difficult to obtain a relevant re
sponse to his inquiries. 

Also, because of the Iising cost of 
credit, many retailers have converted 
from the traditional 30-day charge ac
count to a revolving charge account 
where the consmner is charged for credit 
if he does not pay in full within the 
traditional 30-day period. In other cases, 
credit cards issued by banks or other 
third parties have altered the legal na
ture of the more traditional two-party 
credit transaction involving only a mer
chant and a consumer. All of these de
velopments in the credit industry have 
brought benefits to the consuming pub
lic. But there have also been problems 
which the fair credit billing legislation 
is designed to remedy. 

THE CREDIT CARD REVOLUTION 

Credit cards have been one of the fast
est growing forms of consumer credit. 
While credit cards were once an ex
clusive instrument of the rich. they are 
now used by every segment of society. A 
recent study by the Institute for Social 
Research of lihe University of Michigan 
shows that 35 million families, or rough
ly one-half of all families, use at least 
one credit card. More surprising, the 
study also revealed that 20 percent of 
families with incomes under $5,000 use 
at least one credit card. More than 17 
million families use three or more cards 
and about 6 million families use nine or 
more cards. 

The study also sho ed that 25 million 
families use cards issued by retail mer
chants; 24 million families use gasoline 
company credit cards; 12 million fami
lies use bank credit cards; and 9 million 
families use travel and entertainment 
cards. Those families who use credit 
cards make credit card purchases of $26 
billion a year, or about $750 per family. 
Federal Reserve Board figures indicate 
that by the end of 1972, American 
consumers owed $40 billion on their 
open-end credit accounts of all types or 
roughly $400 per family. For the average 
family credit cards, charge accounts, and 
monthly bill paying have become a way 
of life. 

RESOLVING BILLING ERROBS 

Numerous complaints have been re
ceived by Members of Congress from con
sumers using credit cards who have had 
difficulty in resolving errors appearing 
on their monthly credit statements. The 
Federal Trade Commission has received 
nearly Z,OOO complaints in this area. Sim
ilar complaints have been received by 
consumer protection agencies through
out the country. A survey taken by the 
Minneapolis Tribune shows that one out 
of every three consumers have been in
volved in at least one billing error prob
lem. 

Most consumer complaints about bill
ing errors involve a common pattern. In a 
typical case, the consumer might discover 
a billing error on one of his monthly 
charge accounts or credit card state-
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mehts. Or he might need further infor- the resolution of billing disputes. They 
mation about a particular item appear- are fair to the consumer and workable to 
ing on his statement. He writes to the the credit industry. They bave been care
creditor but receives no satisfactory re- fully reviewed last year and this year 
sponse. In the meantime, he receives a by the committee and were adopted 
series of computer-written dunning let.- unanimously. Most of the requirements 
ters. These letters may threaten the con- are already being met by responsible 
sumer with a bad credit rating or other creditors and there is no reason by all 
legal action unless the amount in dis- creditors cannot or ~hould not meet 
pute is paid. those same standards. 

After literally months or years of 
carrying on correspondence with a com- JtESTRICl'ION oF Ho:r..m:a IN DUE coURSE 

puter. many consumers give up in frus- Mr. President, the bin reported by 
tration and pay the disputed amount committee also contains a modified re
even though they feel they do not owe striction of the so-caDed holder in due 
such amounts. Some eventually resolve course doctrine on credit card transac
the dispute through sheer persistence. al- tions. A similar provision was deleted by 
though it may take many months or the committee last year by a one-vote 
even years of patient letter writing. Some margin. This year, the provision was 
are able to get their billing problems adopted in committee without a single 
con·ected by writing to the president of objection. I am glad to see that we have 
the company or to their Congressman or finally reached a consensus on the need 
Senator. A few hire attorneys to press for restricting the holder in due course 
their claim. One consumer witness testi- doctrine on credit card transactions. The 
fying last year told of spending $150 in provision reported is not as strong as I 
legal fees to get a $22 billing error cor- would have liked. Nonetheless, I believe 
rected. we have made a reasonable beginning. 

The bill requires that upon being no- Perhaps the best way to understand 
tified of a billing error, the creditor must how the holder in due course doetiine op
acknowled.ge the notification in 30 days erates on credit card transactions is to 
and take positive action to resolve the take a typical example. SUppose a con
error within two complete billing periods, sumer buys a $500 TV set from a retailer 
but in no event later than 90 days. An by using his bank credit card. When be 
error is resolved either by making ap- gets the set home he discovers the set 
propriate corrections in the consumer's does not work and the retailer does not 
account or by explaining why the original · respond to his complaint. The normal 
amount billed was correct. In the latter . reaction is to withhold payment until the 
case, the creditor is required to investi- retailer repairs or replaces the defective 
gate the error and provide the consumer set. It is then that the consumer learns 
with copies of the transaction in ques- about an obscure provision in his credit · 
tion if requested. The requirement for card agreement with the bank. The con
an investigation is intended to preclude sumer must continue making payments 
a creditor from making an automatic to the bank for the defective TV set re
form letter response without actually gardless of any legitimate claim or de
looking into each billing inquiry. fense he may have against the merchant. 

While the creditor is investigating a If he had bought the set through the 
billing inquiry, he is prohibited from re- merchant's own credit plan, he could 
pprting to a credit bureau that the have withheld payment from the mer
amount in dispute is delinquent. He also chant and if the merchant sued to col
is barred from taking action to collect lect. the consumer could raise as a de
the amount in dispute including threat- fense the fact that the TV set was defec
ening the consumer with an adverse tive. These legal rights evaporate on 
CFedit report. Many consumers are now three-party credit card transactions in
intimidated into paying an unjust bill volving a merchant. a consumer and a 
because of these questionable collection card issuer-generally a bank. 
tactics. In order to remedy this problem, the 

If a consumer still disputes the ac- bill prevents waiver of defense clauses 
curacy of a bill after it has been ex- from being inserted in any credit card 
plained to him in accordance with the agreement. As reported, the bill subjects 
law, the creditor can begin his normal third party credit card issuers as well as 
collection activity; however, if he reports other credit card issuers to all claims
the amount as delinquent to a credit other than tort claims-and defenses 
bureau, he must indicate the amount that arising out of a credit caTd transaction 
is in dispute and must notify the con- provided: First~ a good faith attempt 
sumer that the amount was reported as has been made by the cardholder to 
delinquent and must give the con- obtain satisfaction from the merchant· 
sumer the name and address of the second, the amount of the transactio~ 
credit bureau involved. exceeded $50; and third, the transaction 

Any creditor who fails to meet these occurred within the cardholder's State 
requirements forfeits the amount in dis- of residence or within 100 miles of his 
pute up to a maximum of $50 whether residence, whichever is greater. 
or not the amount billed actually was When these conditions are met. a 
in error. consumer can withhold payment for 

Creditors ru·e also required to inform shoddy merchandise purchased with a 
consumers of their rights under the Fair bank credit card or other card and assert 
Credit Billing Act at least twice a year his legal claims or defenses against the 
and disclose an address for receiving bill- card issuer in any subsequent legal ac
ing inquiries on or with their monthly tion. These rights. of course, are not 
billing statements. subject to waiver by the consumer as is 

All of these provisions are designed to the case with other rights under truth 
establish a fail· and equitable system for in lending. 

· -
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I am ·personally doubtful of the need States permit a maximum charge of 1% · creditor to disclose his billing ·system: . · 

for the $50 ··restriction and· the geo- - percent a morith or 18 percent·a year on However, the disdosure ap1;lr(nrch'simp1y - · • .. 
graphic restriction, and I am hopeful the unpaid balance. My amendment has not worked. Consumers do not really 
that in time they can be dropped. Once would not change those rate ceilings. It understand the different systems in use. 
we gain experience under this provision, simply require:; all creditors to use the A recent poll showed that despite truth 
I believe it will become evident that there same method for determining the unpaid in lending, 80 percent of consumers did 
is no great need to preserve the holder in balance against which a rate of finance not know how their finance charges were 
due-course doctrine on small transac- charge is applied. figured on their revolving charge ac-
tions or on out-of-State transactions be- Many if not most consumers think count. 
yond 100 miles from the consumer's that all revolving credit plans are the One system used by many retailers, 
residence. Nonetheless, a majority of same because they all charge 1% percent large and small, is the previous balance 
committee members seemed to be per- on the unpaid balance. Nothirig could be system. Under this system, if a consumer 
suaded that some restrictions were further from the truth. The hooker lies has an opening balance of $100 and pays 
needed and we therefore had to reach in the term "unpaid balance." No State $90, the creditor bases his finance charge 
a compromise in order to achieve any or Federal law defines the unpaid balance on the previous balance of $100 instead 
progress. upon which a ·finance charge is based. of the remaining balance of $10. In effect, 

Mr. President, the bill contains anum- Each creditor is free to use his own the CI:editor charges interest on ·money 
ber of other provisions to pl.·ohibit unfair definition. which has already been paid. 
billing practices and to improve the Mr. President, the reason why my The previous balance system has been 
administration of truth in lending. These amendment is so important, is that the severely criticized by the FTC, by the 
provisions are spelled out iri the commit- truth-in-lending law represented the F-ederal Reserve Board, by State courts; 
tee report and I will not take the time beginning of a change designed to give by . consumer groups, and even by some 
of the Senate to describe them here. In consumers information and require dis- creditors. Six States have abolished the , 
summary, I believe the legislation is good closures so that they would know where system, although_creditors are free to use 
as far as it goes, but it needs to be sub- they could shop for the lowest cost credit. other systems which may cost the con- . 
stantially strengthened if we are to pro- The truth-in-lending law has been sumer even more money. 
teet consumers from some of the most criticized by many because it is not effec- There are also a number of average 
serious billing abuses. tive. They say that people still do not use daily balance systems in use. Under these 

Mr. President I thank the distin- it. Consumers are confused. They can- systems, the creditor bases his finance 
guished manager of the bill and I yield not tell whether one kind of credit which charge on the customer's average daily 
back th3 remainder of my time on the offers credit at 18 percent is higher or balance over a 30-day period. However, 
bill. lower than another which seems to offer these systems contain the same retro-

The PRESIDING OFFICER. Who credit at an annual rate of 15 percent active features of the previous balance 
yields time? or 10 percent a year, because the billing system. If a consumer does not pay his 

The bill is open to amendment. systems are different. opening balance in full by the end of the 
Mr. PROXMIRE. Mr. President, I call As long as we have that difference in 30-day period, the creditor goes back in 

up amendment No. 363. billing systems, it will be impossible for time and charges a finance charge 
The PRESIDING OFFICER. The clerk most consumers to shop intelligently for against balances in the account prior to 

will report the amendment. credit. He ~ay think he is getting a bet- the due date. 
The legislative clerk read as follows: ter deal if he goes for the lower rate. · Moreover, one variety of the average 
on page i5 nne 25, insert the ·following That will riot necessarily be true. He may daily balance system developed by Mont- -

new section t~ Chapter~: be paying a higher interest rate if he gomery Wards charges consumers for 
§ -. comput~tion of finance charge takes the lower rate because the billing current purchases before they are even -

No creditor who operates an open-end con- system might be different. billed .. Under the. Wards system, many 
sumer credit plan under the terms of which My amendment would provide that consumers wind up paying higher fi- -
the obligor· can avoid incurring a finaJ?.ce . every creditor would use the same kind ~ance charges than they would have un-

. charge by paying his outstanding balance or of billing ·system. Then the consumer der the previous balance system. Wards
portion thereof by a specified date shall im- would be free to determine which rate uses their avei-age daily balance system 
pose a finance charge against any balance in is the lower. in the six States where the previous bal
the obligor's account unless the creditor has: I think it is very important that the ance system has been banned. Thus con
(i) previously sent the o'!-ligor a billing state- consumer be given this opportunity, be- sumer protection legislation in these 
ment indicating the amount of such out-
standing balance at the end of the last bill- cause it is clear that he is not being States has resulted in an even gt·eater 
ing cycle and the subsequent date by which given that opportunity at the present consumer ripoff. 
payment must be received to avoid the im- time. The fairest and most equitable method 
position of a finance charge: and (ii) de- Every study has indicated that the for assessing finance charges is the ad
ducted from such outstanding balance any overwhelming majority of people are not justed balance method. It is the method 
subsequent payments received or credits able to determine or will not take the 1·equired by my amendment. Under the 
made in the obligor's account by such date. time to determine which kind of a bill- adjusted balance method, the creditor 

Mr. PROXMIRE. Mr. President, I un- ing system will give them the lower rate~ : first bills the customer for his balance 
derstand that under the unanimous- Because of this loophole in our credit .' due and then deducts any payments or 
consent agreement I have a half hour laws, creditors have developed a welter credits received on time before applying 
on this amendment. of billing systems whose only purpose is a. finance charge. For example; if the 

The PRESIDING OFFICER. There 1s· to increase finance charge revenue and consumer had an opening balance of $100 
a half hour on each side, a total of 1 hour. whose only effect is to-confuse and baftle and paid $90, the creditor would assess 
on each amendment. . the customer. For this reason the truth- a finance charge only against the re-

Mr. PROXMIRE. Mr. ·President, I do in-lending law did not work in this area. maini~g balance of $10. . 
not expect to take much tim~, and I hope There are at least five different bill- Th~ mandatory use of the adjusted 
to have a rollcall vote when the debate ing systems currently in use and unless balance system is strongly supported by 
,fs concluded. . · . legislation is passed, the number is likely the Consumer Federation of America 

I yield myself 10 minutes on the to increase. Each system uses the stand- which represents· hundreds of consumer_ 
amendment. ard rate of 1% percent a month or 18 groups all across the Nation. It is already 

The PRESIDING OFFICER. The Sen- percent a year; however, the actual used by a number of creditors including 
ator from Wisconsin is recognized for 10 amount of finance charge can vary by banks, oil companies, and retailers. The 
minutes. as much as 5 to 1 or more, depending adjusted balance system is simple and 

Mr. PROXMIRE. Mr. President, my upon the computation method used by can be used by any creditor, large or 
amendment is designed to regulate the the creditor. How can we have truth in small. It does not require computers or 
manner in which creditors compute their lending when finance charges can vary other complex machinery. If a creditor 
finance charges on revolving charge ac- by 500 percent or more even though can multiply $100 by 1% percent he 
counts. This amendment in no way limits everyone discloses the same rate? surely can subtract the customer's pay
the legal rate of interest which creditors The Truth in Lending Act tried to ments from this amount and multiply 
can charge on these accounts. Most deal with the problem by requiring each the smaller balance by 1% percent. 
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Mr . . President, tl).e thrust of my amend
ment is simp1e. It . requires creditors ·to 
use one uniform bi:Ujng" system on re
volving Charge ' accounts . . 'In 'this way: 
consumers . c.an' compare the . cost of one 
plan with another by comparing the rate. 
Consumers _ can unQ.erstand a finance 
rate. They cannot understand the dif,;. 
ferences . between billing methods. r am 
amazed that the Congress has permitted 
the credit industry to confuse and mis
lead their customers for so long. 

Mr. President, letting creditors deter.;. 
mine their own computation method on 
revolvirig charge accoimts is like letting 
butchers cletermine their own weights 
and measures. Imagine the puqlic out
cry if each butcher could use his own 
standard weights and mea_sures. All 
butchers could charge the same price for 
hamburger-$1.29 a pound. AI)d yet the 
actual amount of hamburger could vary 
tremendously depending upon the stand
ard weight used by each butcher. We 
obviously would not permit this intol
erable situation to continue for very long. 
Public pressure would force the Gov~~n-· 
merit to step in and impose one stand
ard system of weights and measures on 
all butchers. 

We have the same exact situation on 
revolving charge accounts. Each creditor 
charges the same rate, but the actual 
a,.mount of finance charge depends upon 
the billing system tised by the creditor. 
The only reason ' the public hasn't 
screamed is that most people do not 
really understand the different billing 
methods. It is therefore up to us as leg
islators to protect the public from this 
abuse. 

Mr. President, I believe the adoption 
of a single billing system will strengthen 
the Truth in Lending Act by enabling 
consumers to compare the relative cost 
of different credit plans. But I also be
lieve that in the long run, my amend
ment will help the credit industry. I 
realiZe there is tremendous opposition 
to my amendment by creditors. But I be
lieve this opposition is shortsighted and 
is based primarily on the natural inclina
tion to oppose change. 

My mendment will help the industry 
by making it more competitive. ' It will 
increase consumer confidence in the in
dustry by taking the confusion out of re
volving credit · plans. It will eliminate 
many customer complaints about the 
previous balance system and other retro~ 
active systems. The FTC has already re
ceived over 2,000 complaint letters on the 
previous balance system. · Finally, · my 
amendment will treat all creditors 
equally and insure that no creditor can · 
gain an unfair competitive advantage by 
cutting prices and recovering costs 
through a tricky billing system. 

Mr. President, I believe the arguments 
raised against my amendment by the 
credit industry are shortsighted and ill 
founded. For example, it has been argued 
that the Federal Government should not 
stifle innovation and free enterprise by 
requiring only one billing method. This 
argument ignores the fact that we have 
imposed standardizati()n in many other 
fields when necessary to avoid confusion 
including the ·adoption of standard 
weights and measures. The only purpose 
behind the proliferation in billing meth-

ods is to raise- the creditor's yield. The 
consumer receives no benefit from dif
ferent billing systems-only higher fi- . naiice' cliarges. . . - . . 

it is not going to benefit the consumers 
very much; so ·what is all the hassle 
about? 

· Another argument made by creditors 
is that some of the higher cost billing 
methods including the previous balance 
system are used by smaller retailers who 
need the extra revenue to stay in busi
ness or remain competitive. However. ex
pert testimony before the committee re
vealed that a retailer's total revenues 
woUld decline by about two-tenths · of 1 
percent as a result of changing from· the 
previous balance to the adjusted balance 
system. · This does not seem to be sufii..;. 
cient to cause anyone to go out of busi
ness or become less competitive particu
larly since large retailers as well as small 
retailers would be affected equally. As 
I say, siX States have already abolished 
the previous balance system and there is 
no evidence that small retailers have 
gone out of business or have been ad
versely affected in those States. 

Still another argument made by credi
tors is that they need :flexibility in billing 
systems to make up for an inadequate 
rate ceiling. It is alleged that the rate 
ceiling in many States is too low to per
mit a retailer to break even on his credit 
operation and that a mandatory require
ment to use the adjusted balance system 
would make a bad situation worse. 'Ibis 
argument actually makes the strongest 
possible case for Federal regulation of 
billing methods. It is a tacit admis
sion that creditors have used different 
billing systems as a device to get around 
State interest rate ceilings. If these ceil
ings are too low on revolving credit. 
creditors, instead of adopting a policy 
of violating the spirit of the law, should 
appeal directly to the State legislatures 
for relief. By changing his billing meth
od, a creditor can achieve a de facto in
crease in the effective interest rate with
out legislative approval or consumer 
knowledge. Whatever may be the proper 
rate ceiling, a creditor should not be al
lowed to indirectly increase that ceiling 
by changing his billing method. This type 
of subterfuge has no place in our credit 
system. 

Mr. President, I believe the time is 
long overdue for Congress to act in this 
area. It is high time we took the con
fusion out of credit. I urge the Senate 
to adopt my amendment, and I reserve 
the remainder of my time. 

Mr. SPARKMAN. Mr. President. I ask 
unanimous consent that during the con
siderati-on of this measure, Mr. Jerry 
Allen and Mr. John Miller be accorded 
the privilege of the floor. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. Who yields 
time? 

Mr. BROCK. Mr. President, I yield 
myself 10 minutes. · · 

Mr. President, I marvel at the -elo
quence of the Senator from WiscOnsin, 
who is a very able and skilled debater, 
and presents his arguments with a great 
deal of cogency and effect. for which I 
oomplim.ent-~ though I am not sure 
I always agree with what he says. This 
is one case where I do not. 

The Senator states the proposition that 
this is n()t ·going to cost the·retailers any · 
money. Well, I would respond by saying 

According to the testimony we had be
fore the committee, the only study that 
was done with definitive value before the 
Commission last- year was done by Pro.:. 
fessor Ray McAllister of North Texas 
State University. He testified on some of 
the results of a research project in which 
he has been engaged for the past 18 
months with regard to the types of billing 
methods by creditors, finance companies, 
and banks in computing finance charges. 

Let me review the facts. The previous 
balance method, on the average, costs 15 
cents a month more than the adjusted 
balance methDd. For at least one-half the 
customers, the previous balance method 
costs 6 cents a month more, or up to 
that difference. 

The question is. if the dollar saving is
minimal to the customer and, as the Sen
ator says, if the actual increase in income 
to the creditOr is minimal, according to 
the businessman, what is the problem? 

The problem is very simple. This 
amendment, No. 1, does put the Federal 
Government into the business of regu-· 
lating interest rates. 

Very clearly and very simply. all the 
States-or virtually all-have gone to 
the 1% percent a. month service charge. 
So if we now eliminate any from com
petition with regard to the computatioll' 
of rates, we are placing the Federal 
Government in the position of setting 
the exact rate structure in the 50 States. 

Mr. President, let me talk to you about 
the more important problem that I have: 
with the amendment, which deals with 
credit in its largest sense, that is, in its 
availability to the less-advantaged peo
ple of this country. 

For years, there was no such thing as 
credit to moderate- or low-income fami
lies. It was a facility made available only 
to the very rich. :a: ow ever, as the market
ing co:p.cepts broadened and became more: 
adaptable and more flexible, the busi
ness came to realize the economic bene
fits that could be gained by involving all 
the people of this country in the mar
ketplace. So they created an open-end 
credit plan which would allow almo.St 
any family access to the marketplace. 
'!bey established certain procedures 
whereby it generally became the accepted 
practice, that is, we would not have to 
pay any interest if we paid the account 
within 30 days of making the charge. 

How is that going to be changed with 
the Proxmire amendment? 

What we have today are large and 
small retailers involved in this credit 
a.yailability process whereby they are 
making goods and services available to 
those who do not have the cash other
wise. 

What happens? 
The small retailer is less qualified 

than the large one, because no one feels · 
that the large enes will suffer very mueh 
under, any circumstances. What happens? 
By Federal action, the so-called J. C. 
Penney plan, if applied · to the small 
department store, the 5-and-10-cent; 
store; what have you, in Oshkosh, Chat-
tanooga, Memphis, or M·:mntain City; 
will ·make it ·almost· impossible for any · 
small · businessman to continue to oper-· 
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ate his own credit plan. He does not have 
a computer. He does not have access to 
one. What will he do? He will go ·to the 
bank and say, "Look, ·I cannot afford to 
take this plan's criteria. I cannot afford 
to provide credit to my middle- and low
income customers under the law." All he 
can do is go to the bank and say, "Let 
us work out a provision whereby I can 
use a bank credit card or a bank credit 
system." 

What does that cost the customer? The 
low-income and the middle-income cus
tomer who patronizes the independent 
department store in Oshkosh, right off 
the bat, will have to pay 5 percent off the 
top in terms of the merchandise price. 

Is 5 percent of the total purchase going 
to be worth the saving of 6 cents a month 
in the billing charge? · 

I suggest to you, Mr. President, that we 
will not have saved him one dime but 
will have cost him a great deal of money 
because we will have forced the customer 
into a much more expensive method of 
carrying on his purchase of goods and 
services. 

Mr. President, what have you done 
to the merchant who says, "Well, I am 
sort of in the middle. I have a middle
sized business. It is not big enough to 
use computers. I am operating on my 
own credit plan." What will he do in 
response to this amendmer..t? He will 
have to cut out the 30-day credit plan 
of his because that is the only way he can 
compete. 

What have we done to the customer? 
We will have cost him the 30-day no
interest payment that he is getting today, 
the 30-days' worth of free time. 

How much have we · done for the cus
tomer if we pass this amendment-, which 
simply says that all we want to do is to 
provide one method of a rate computa
tion in the United States, that it is sim
ple and easy to understand, and we are 
making the marketplace an easier place 
for the consumer to get along in, so 
that he knows what is happening to him. 
. But the effect of the amendment will 

be something very different. 
What have we done for the consumer 

if we cut off the 30-day free period? 
What we have done for the consumer 1f 
we :,Jut him on a finance system which 
will cost him 7 percent more money in 
terms of total purchases, because the 
whole year is apportioned with that in
stitution into a much more expensive 
method of credit computation and credit 
calculation? 

What have we done for the poor fam
ily of limited means which cannot qualify 
for a bank credit card but which does· 
have access to "the little meat market, 
the· comer grocery store, the small drug
store, because they know .the man who 
owns the stoi·e and the family that runs 
it, who say· to the consumer, "I will give 
you credit and a free period of 30 days in 
which to pay if you will buy your mer
chandise from me." 

What happens to that family when 
they lose all access to credit because we 
are trying to simplify a credit code for 
them? 

What have we done? The fact is, we 
will have done no favor for the con
sumer. We may have simplified, but in 
the process of simplification we will have 
cost the consumer money. We will have 
limited access of the lower middle income 
family to credit. 

I cannot accept or support the amend
ment whatever its good intent-and I 
do not argue that at all-that has the 
effect of reducing credit availability and 
increasing its cost. That is why I am 
opposed to the amendment. It should be 
rejected. 
· Mr. SPARKMAN. Mr. President, I yield 
myself 5 minutes. 

The PRESIDING OFFICER (Mr. Mc
CLURE). The Senator from Alabama is 
recognized for 5 minutes. 

Mr. SPARKMAN. Let me ask the Sen
ator from Tennessee, who is saying what 
have we done for the consumer, under 
the conditions he describes, what have 

·we done for that little retail merchant? 
Mr. BROCK. We have put him in an 

impossible situation. He could not live 
with this amendment. 

Mr. SPARKMAN. Has it not been am
ply represented that this system the Sen
ator from Wisconsin seeks to impose is 
what is generally known as the J. C. 
Penney system? 

Mr. BROCK. That is right. It would be 
a mandate for all retailers. 

Mr. SPARKMAN. Are there not about 
five different systems which are usable? 

Mr. BROCK. That is right. 
Mr. SPARKMAN. The plan of the Sen

ator from Wisconsin would require all 
of them to operate under a single system, 
would it not? 

Mr. BROCK. That is right. 
· Mr. SPARKMAN. Is it not true that 
that operation, I was about to say re
quires, but certain virtually requires the 
use of computers in. order to keep up with 
the data? · 

Mr. BROCK. It requires computers if 
one is big enough to shift to computers, 
or to require that they abandon their 
own credit system. 

Mr. SPARKMAN. That is what I was 
going to bring out. In other words, the 
average retail stores, as I know it in my 
hometown and probably as the Senator 
knows it in east Tennessee, is not 
equipped to use computers; is that not 
correct? 

Mr. BROCK. They really cannot-
Mr. PROXMIRE. Mr. President, will 

the Senator from Alabama yield to me at 
that point? 

Mr. SPARKMAN. I yield. 
Mr. PROXMIRE. I do not understand 

why the -two Senators keep arguing that 
this has anything to do with the requir
ihg of computers· by small busiriess. This 
is the' average ·adjusted balance method. 
It is a simple method for mapy small 
businesses ·who are using it now. It does 
not require any computers. 
, Mr. SPARKMAN. Let me say this. I 

know that the retail stores down in Ala
bama have told me this simply will not 
work because they are not able to use 
computers. . 

Mr. PRO:XMIRE. The Senator is talk-

ing about the adjusted balance system? 
I am sure that there ·are many hundreds 
of retailers in Alabama who are using it, 
as they are in Wisconsin and Tennessee. 
This is something that any small busi
nessman can use. The princil:>le behind 
the amendment is simple, it puts up a 
standard method such as we use with 
weights and measures. 

Or should we let the retailer use any 
system they want to use, to the complete 
confusion of the consumer, so that they 
have no idea of what the rate is? The 
previous balance is one thing. The ad
justed balance is something else. The 
daily balance is something entirely dif
ferent._ All we are doing in this amend
ment is to require one kind of scale, one 
kind of measUring system. 

Mr. SPARKMAN. Traditionally, mak
ing rates such as that has been left with 
-the individual States and not with the 
Federal Government. Furthermore, this 
is the selection of one plan out of some 
five and it would. eliminate all the others. 
I think the amendment is not good. We 
thrashed that out in committee. We had 
this very question in committee. The 
majority of the committee voted for the 
plan represented in the bill, which I 
think is a good plan. 

Mr. PROXMIRE. Mr. President, I un
derstand that the Senator from Maine 
would like to speak briefiy on this mat
ter, and he will return to the Chamber 
shortly. I yield myself 2 minutes of my 
time, simply to summarize my argument 
in favor of the amendment. 

First, Mr. President, this amendment 
~ould increase competition, meaningful 
competition. The competition would not 
be on the basis of who can offer a plan . 
which appears to offer the best deal to 
the consumer but does not. It would be 
on the basis of the same kind · of billing 
system so that· computation would be 
very clear and simple and understand
·able !or 3. consumer. 

Furthermore, as the Senator from 
Tennessee admitted, 1n his typical hon
esty, this would result in a lower cost for 
the consumer. It would save him money. 
The Senator from Tennessee says the 
amount is not great, but it would save 
the consumer money. For a consumer 
who uses credit a great deal and has a 
small amount of income, the savings 
could be sighificant. It could be several 
dollars over the period of a year. Many 
low-income people have to budget their 
dollars very carefully. 

I think the fundamental argument for 
this is whether ~r not we-.have a fullY. 
meaningful truth-in-lending statute. If 
we do not prov1de standardization in 
billing system8, credit systems would 
co~~inue to be just . as contusing as if 
you walk into a grocery store to buy ham~ 
burg~r. and instead of charging on the 
pound basis, the merchant charges on 
some other system; or, instead of having 
a scale which would have the pound 
equal to 16 ounces, he has a scale which 
had a pound equaling 15 ounces. It is as 
simple as that. 

Mr. President, I yield the fioor, and I 
reserve the remainder of my time. 
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Mr. SPARKMAN.'Mr. President, I ask 

unanimous consent that a staff member, 
T. J. Oden, and Miss Elinor Bachrach, 
who is a staff assistant to Senator HAm
AWAY, be permitted the privilege of the 
floor during the consideration of this 
measure. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Who yields time? 
Mr. BROCK. Mr. President, I should 

like to respond briefly to the question 
regarding the small businessman· and 
retailers. 

The Senator from Wisconsin has said 
any small businessman can use his pre
scribed system without any increased 
cost or without any major shift from 
current practices other than the method 
of computation itself. 

I cannot accept that as a fact, because 
I do not know of any testimony received 
in that regard. As a matter of fact, we 
had hundreds and hundreds of letters 
from small businessmen, not just from 
Tennessee but from every State, and 
without exception-at least, in my own 
correspondence--they have pleaded that 
this amendment not be adopted because 
it would virtuaily double their cost of 
staying in the credit business, if they 
could stay in business at all. 

Mr. PROXMIRE. Mr. President, will 
the Senator yield on that point? 

Mr. BROCK. I yield. 
Mr. PROXMIRE. Does the Senator 

know of any testimony at all-we had 
substantial testimony in which there was 
opposition to this amendment, as the 
Senator knows-from any source that 
the adjusted balance system would cost 
more? Can the Senator tell me on what 
page in the hearings this occurs and 
what witness testified to that point? 

Mr. BROCK. I have a letter in my 
office--I am not sure whether it is part 
of the record, but it may be-in which a 
businessman in Memphis states, if I re
call correctly, that he has four em
ployees doing calculations in his credit 
department, and the number would have 
to be increased to eight. In other words, 
it would double his cost of doing busi
ness; 

Mr. PROXMIRE. · May I say to the 
Senator that that testimony was not 
presented in the hearing, and it was not 
subject to cross-examination. The people 
who opposed this amendment were very 
articulate and intelligent and well or
ganized. They knew exactly what they 
were doing and spent a great deal of 
money getting the best possible case 
against the amendment, and this argu
ment was not made at all in the hearing. 
I submit that if that argument had been 
made and was subject to cross-examina
tion, we could have torn it ·to pieces, be
cause there is no indication that more 
people would be required. If a business
man used· the adjusted balance system, 
his yield might be reduced-, and in that 
way he might have less revenue. 

Mr. BROCK. I am perfectly willing to 
carry the argument on that fact alone; if 
the Senator wishes. If he wants to talk 
about small business, their margin of 

profit is absolutely minimal. They do not 
have any giant reserve and contingency 
fund they can fall back on when some
thing comes out . of Washington that 
changes their operation. What do they 
do? If they do not make a profit, they 
do not stay in business, so obviously they 
are going to try to adapt. How do they 
adapt under the Senator's amendment? 
The :first thing they can do is to raise 
prices to the consumer. That goes to the 
cash customer as well as the credit cus
tomer. Who is the cash customer? The 
very lowest income family. 

The second reaction, if he cannot go 
that route, is to say, "I cannot afford a 
credit plan at all. so I am going to turn 
the whole problem over to the bank"; 
and the bank has a credit card plan. That 
costs the consumer 5 percent more on 
his purchase. There is a 5-percent in
flation factor built in. It eliminates the 
opportunity for the poor family to get 
credit, because they do not have the op
portunity for credit from the bank. 

So the Senator is going to increase 
competition, and he is going to do it by 
limiting flexibility. He is going to save 
the consumer money at a cost of higher 
prices and perhaps less credit availabil
ity. The Senator is going to help the 
small businessman by forcing him to 
abandon his credit plan, by going to a 
bank, and by increasing his cost. The 
small businessman has to cover the in
creased cost somehow. 

Mr. PROXMIRE. Right off the bat, 
when I began speaking, I said that the 
reduction in income by the method I 
have proposed would be two one-hun
dredths of 1 percent of total revenue. It 
is true that there is no gain without pain. 
You cannot have gain for the consumer 
without some kind of cost to the seller. 
But it is the same kind of conservance 
as if we mandated uniform scales so that 
nobody could have a 15-ounce pound, 
that the pound would be 16 ounces for 
all. Obviously if we did not permit a 
15-ounce, 12-ounce pound, it would mean 
that everybody-small butchers and 
others-who was selling on the basis of 
a 15-ounce pound would be out a little. 

My argument is that until we get this 
system on a uniform basiS so that every 
creditor who goes in to borrow money 
knows what the situation is and where 
the deal is best and where the rate is 
the least, truth in lending will have no 
real significance. 

Those who oppose truth in lending 
and did so successfully for 7 years before 
we could get it out and passed and into 
law will continue to prevail, unfortunate
ly, because the effectiv·eness will be ·llm
ited. With 80 percent of the people not 
understanding the truth-in-lending law 
and not being able to use it effectively, 
with perhaps 99 percent of the people 
not being able to take the time to deter
mine, on the basis of the 'billing system, 
where the better deal is, truth in lending 
simply is not providing the kind of in
formation to the customer that it should. 
· This amendment would permit · it to 

do so. 
Mr. BROCK. Mr. President, you can-

· not have gain without pain, most of the 
time, I suppose. But· you certainly have 
to calculate the cost of the potential, and 
in this case I think it is prohibitive~ 

Mr. PROXMIRE. I yield 5 minutes to 
the Senator from Maine. 

The PRESIDING OFFICER. The Sen
ator from Maine is recognized. 

Mr. HATHAWAY. I thank the Sen
ator for yielding. 

Mr. President, I should like to speak 
in support of the amendment offered by 
my distinguished colleague, the Senator 
from Wisconsin. 

The amendment to require use of the 
adjusted balance method of computing 
:finance charges is essentially an amend
ment to require fair and equal treatment 
of all credit customers, and of all retail-
ers who extend credit. · 

As the Senator from Wisconsin :Pas 
explained, the current system, allowing 
the use of a variety of methods for com
puting :finance charges, results in widely 
differing amounts being charged to. the 
customer, depending on which method is 
employed. Although theoretically the :fi
nance charge in each case is 1.5 percent 
per month, the cost to the customer 
varies markedly according to the method 
u~. . 

I :firmly believe that this violates the 
intent of the Truth in Lending Act, 
which requires full disclosure of all credit 
practices to the consumer. Furthermore, 
permitting use of these different systems, 
some of which have a much higher yield 
than others, effectively allows creditors 
to charge interest rates in excess of those 
stipulated under State usury laws. 

All of these methods, except for the 
adjusted balance method, involve retro
active :finance charges, which are also 
unfair to the consumer. Every system al
lows the consumer a 30-day grace period 
for paying his bill. If he pays in full ·by 
the end of that period, then no :finance 
charge is levied against him. Essentially 
he has been given 30 days of free credit. 

However, if the customer makes just a 
partial payment during that time, then 
under all methods except adjusted bal
ance, he has to pay a :finance charge on 
the balance outstanding in his account 
during the 30-day grace period. Some 
methods charge him for the full amount, 
some for the average daily balance--tak
ing into account the period in which.he 
paid in part and, therefore, owed less, 
some even include current purchases 
during that time, on which the grace 
period has not even begun. 

What this amounts to in every. case is 
that the customer is charged for credit 
which was given free to the other cus
tomers who paid in full. This is obviously 
unfair treatment, resulting in higher 
costs for the · person who pays for his 
purchases in installments. When sou 
consider that the person most likely to 
make use of credit purchase plans is the 
low:..income customer, who· may not ·be 
able to pay in full during the :first 30 
'daYs, then it becomes even ·more appar
·ent· that retro'active fiilance charges are 
unfair to the customer who is' subjected 
to them. 
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The adjusted balance method is pref

erable because it gives equal treatment 
to all customers. The customer is charged 
a finance charge only on the outstanding 
balance in his account at the end of the 
grace period, minus any current pur
chases he may have made during that 
period. Thus he gets free credit during 
the grace period, whether he pays in full 
or in part. If all retail merchants are 
required to use the adjusted balance 
method, then all consumers wlll know 
where they stand as regards finance 
charges levied on them by all stores at 
which they shop. 

Mr. PROXMIRE. Mr. President, will 
the Senator yield? 

Mr. HATHAWAY. I yield. 
Mr. PROXMIRE. I ask for the yeas 

and nays on the amendment. 
The yeas and nays were ordered. 
Mr. HATHAWAY. Mr. President, final

ly I would make the point that I think 
that requh·ing use of the adjusted bal
ance method is fairer for the retailer as 
well. In many States, use of the previous 
balance method has been outlawed, and 
it is generally agreed that this is an in
equitable method, resulting in high costs 
to the consumer. On the other hand, the 
average daily balance method used bY 
some of the larger store chains, although 
fairer in allowing credit for partial pay
ments, requires use of a computer, which 
is too expensive for all but the larger 
retailers. The adjusted balance method 
is easy to use and accessible to all mer
chants. however large their operation. 

In conclusion, I urge adoption of this 
amendment, on the grounds that the ad
justed balance method gives fair and 
equal treatment to all consumers and to 
all retailers. 

Mr. BROCK. Mr. President, I am ready 
to yield back my time but first I wish to 
make one point. 

There are so many families in this 
country with very limited means; they 
work hard and they make $3,000, $4,000, 
$5,000 a year; and they are just barely 
making it. They need access to credit be
cause they do not have large amounts of 
cash. But they budget themselves very 
carefully and they meet the payment 
period. They cannot aiford to make the 
cash payments. They need the credit ac
count, and they need to be able to pay it 
oif. 

If this amendment has the e:lfect of 
eliminating the 30-day grace period there 
is a great injustice to those people who 
are trying to maintain their budget daily, 
weekly, and monthly. It is a hard task 
but they are doing a gooc job. I think our 
legislation should be trying to improve 
the overall picture and I do not think 
this amendment achieves that objective. 

Mr. PROXMmE. Mr. President, the 
Senator from Tennessee argues that the 
amendment will hurt the person with a 
small income. If that is the argument 
against it~ then think of it in terms of 
commonsense. The industry is very much 
opposed to this amendment; consumer 
groups are overwhelmingly in favor of 
the amendment. They support it. There 
is no question about that. 

I yield to the Senator from Maine. 
Mr. HATHAWAY. I thank the Senator 

from Wisconsin for yielding. Perhaps he 
made this point while I was away from 
the Chamber briefly. but it seems to me 
that the argument of the Senator from 
Tennessee is highly speculative and erro
neous when it is stated that if this 
amendment is agreed to they would not 
have the 30-day grace period. I think it 
will be continued. The retailers want 
co;nsumers who cannot ·pay cash. Even 
though, as the Senator from Tennessee 
points out, it may cost some of them 
additional money,. I am sure they a1·e go
ing to maintain this practice to keep 
those customers. 

Mr. PROXMIRE. I am ready to yield 
back my time. 

Mr. BROCK. ·! yield back my time. 
The PRESIDING OFFICER. All time 

has been yielded back. The question is on 
agreeing to the amendment. The !·eas 
and nays have been ordered, and the 
clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. ROBERT C. BYRD. I announce 
that the Senator from Texas <Mr. BENT
SEN), the Senator from Nevada <Mr. 
CANNON), the Senator from Alaska <Mr. 
GRAVEL) , the Senator from South Da
kota <Mr. McGovERN), and the Senator 
from Minnesota <Mr. HUMPHREY) are 
necessarily absent. 

I further announce that the Senator 
from South Dakota <Mr. ABOUREZK) is 
absent on official business. 

I also announce that the Senator from 
Mississippi (Mr. STENNIS) is absent be
cause of illness. 

I further announce that, if present and 
voting, the Senator from South Dakota 
<Mr. ABouREZK) and the Senator from 
Minnesota <Mr. HUMPHREY) would each 
vote "yea." 

Mr. GRIFFIN. I announce that the 
Senator from New Hampshire (Mr. CoT
TON) is absent because of illness. 

The Senator from Colorado <Mr. 
DoMINICK) and the Senator from Ohio 
<Mr. TAFT) are necessarilY absent. 

The Senator from Maryland (Mr. 
MATHIAS) is necessarily absent to attend 
the funeral of a friend. 

If present and voting, the Senator 
from Ohio <Mr. TAFT) would vote "nay." 

The result was announced-yeas 33, 
nays 56, as follows: 

Aiken 
Biden 
Burdick 
Case 
Church 
Clark 
Fulbright 
Hart 
Haskell 
Hathaway 
Hughes 

Allen 
Baker 
Bartlett 
Bayh 
Beall 
Bellman 
Bennett 

[No. 316 Leg.] 
YEAS-33 

Jackson 
Javits 
Kennedy 
Magnuson 
Mansfield 
McClure 
McGee 
Mcintyre 
Mondale 
Moss 
Muskie 

NAYB-56 

Nelson 
Nunn 
Pastore 
Pell 
Proxmlre 
Rlbiootf 
Sax be 
Schweiker 
statrord 
Tunney 
Williams 

Bible Chiles 
Btoek Cook 
Brooke Cranston 
Buckley CUrtis 
Byrd, Dole 

Harry F., Jr. Domenicl 
Byrd, Robert C. Eagleton 

Eastland 
Ervin 
F"annin 
Fong 
Goldwater 
Griffin 
Gurney 
Hansen 
Hartke 
Hatfield 
Helms 
Hollings 

Hruska. Roth 
Huddleston Scott, Pa. 
D:louye Scott, Va. 
Johnston Sparkman 
Long Stevens 
McClellan Stevenson 
Metcalf Symington 
Montoya Talmadge 
Packwood Thurmond 
Pearson Tower 
Percy Weicker 
Randolph Young 

NOT VOTING-11 
Abourezk Dominick McGovern 

Stennis 
Taft 

Bentsen Gravel 
Cannon Humphrey 
Cotton Mathias 

So Mr. PRoxMIRE's amendment <No. 
363) was rejected. 

Mr. SPARKMAN. Mr. President, I 
move that the Senate reconsider the 
vote by which the amendment was 
rejected. 

Mr. TOWER. r move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

AMENDMENT NO. 362 

Mr. PROXMIRE. Mr. President, I call 
up my amendment No. 362. 

The PP..ESIDING OFFICER. The 
amendment will be stated. 

Mr. PROXMIRE. Mr. President. r ask 
unanimous consent that the reading of 
the amendment be dispensed with and 
that the amendment be printed in the 
RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 15, line 25, insert the follov.'"ing 

new section to chapter 4: 
§ Prohibition of minimum. finance charges 

(a) No creditor who operates an open-end 
consumer credit plan may impose a mini
mum. finance charge on any consumer .ac
count unless such charge ls---

(1) in the nature of a fixed finance charge 
for the purpose of recovering billing ex
penses and is imposed uni!"<>rmly on all ac
counts without regard to the amount of 
credit outstanding or the amount of repay
ment~ or-

(2) imposed uniformly on all accounts in 
which the minimum periodic payment re
quired by the terms of the pl.an has not been 
received during the two preceding billing 
periods. 

(b) The exceptions to subsection (a) do 
not authorize the imposition of such charges 
where they are not otherwise authorized by 
State law. A creditor who imposes such 
charges may not state or imply that such 
charges are required or authorized by Fed
eral raw. 

Mr. PROXMIRE. Mr. President, I shall 
speak briefly; I do not expect to use 
all my time by any means. 

I should like to say, in connection with 
the last amendment, that last year the 
same amendment was lost on a tie 
vote, 38 to 38. This year the amendment 
was rejected by a vote of 56 to 33. The 
big reason for that difference is that 
this amendment was lobbied very effec
tively. I congratulate Montgomery Ward 
for such an effective lobbying job. They 
led the lobby charge. They won. We had 
no equivalent lobbying power to throw 
against them. 

We had a good discussion of the 
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amendment. The Senator from Tennes
see (Mr. BROCK) and the Senator from 
Alabama (Mr. SPARKMAN) did a fine job 
on the other side. I am sw·e they were 
very eloquent. But virtually no Senators 
were on the fioor to hear the debate. It 
is very obvious that one cannot get this 
kind of switch by not knowing what is 
going on. So what was it that won this 
smashing victory? What went on was 
very solid, effective lobbying work by 
industry, especially by that fine organi
zation headquartered in Chicago
Montgomery Ward. 

Mr. President, the amendment I have 
called up now prohibits minimum 
finance charges on revolving charge ac
counts. 

Minimum finance charges are a device 
whereby creditors can charge low-in
come consumers a higher rate of interest. 
Moreover, if the charge is 50 cents or 
less, the creditor does not have to dis
close the annual rate of interest under 
Truth-in-Lending. Because of ~his dis
closure gap, many creditors impose a 
50-cent minimum finance charge on 
their revolving charge accounts. 

Creditors who use minimum finance 
charges impose them whenever the mini
mum charge of 50 cents exceeds the 
charge which would result by applying 
the standard 1 ¥2 percent rate to the un
paid balance. 

Mr. President, this is clearly and ob
viously a low-income amendment. The 
purpose of the amendment is to prevent 
the kind of skyrocketing interest charges 
which would result, for example, when 
one buys an item for $3, $4, $5, or even 
$10. The minimum finance charge may 
be applied. There is no requirement 
under the Truth in Lending Act that 
this minimum charge be reported. If the 
consumer pays a few days after that, the 
consumer pays a rate of interest which 
could be 100 percent or 200 percent, or 
more. 

For example, if the unpaid balance is 
$10, a finance charge based on the 
standard 1 ¥2 percent rate would come 
to 15 cents. The creditor would thus ap
ply the minimum finance charge of 50 
cents. A charge of 50 cents against a $10 
balance is equivalent to a monthly rate 
of 5 percent or an annual percentage 
rate of 60 percent-far in excess of the 
legal rate ceiling. However these high 
rates do not have to be disclosed under 
Truth in Lending. 

Minimum finance charges operate pri
marily as a tax on low-income consum
ers. They are applied only to those con
sumers who maintain small balances 
and who cannot afford to pay their bal
ances in full within the traditional 30-
day period. These tend to be low-income 
consumers. 

One of the arguments used to justify 
minimum finance charges is that they 
compensate the creditor for his book
keeping expense involved in preparing 
and sending out monthly statements. 
This argument might be valid if a flat 
minimum charge were imposed on all 
monthly accounts regardless of size or 
manner of payment. It costs just as 

much to mail out a monthly statement 
to a rich customer living in the suburbs 
as to a welfare mother living in a ghetto. 
However the rich consumer tends to his 
bill in full thereby avoiding any finance 
charge. The low-income consumer can
not afford to pay in full. Therefore, the 
minimum finance charge is a selective 
tax levied against the poor. 

Mr. President, I ask unanimous con
sent that the name of the Senator from 
Maine (Mr. HATHAWAY) be listed as a 
cosponsor on this amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. PROXMmE. Another argument 
advanced to justify minimum charges 
is that they are needed as an incentive 
to induce the payment of small balances 
by recalcitrant consumers. According to 
this argument, a consumer might ignore 
repeated bills for small amounts such 
as $5 even if the amount is increased by 
a 1 ¥2-percent finance charge each month. 
A 1¥2-percent finance charge on a $5 
balance amounts to only 7 cents, which is 
not much of a penalty on those who 
tend to be neglectful of their bills. 

My amendment has been carefully 
drafted to permit minimum finance 
charges in justifiable circumstances. 
Minimum finance charges would be per
mitted first if they were in the nature of 
a service charge imposed on all monthly 
accounts regardless of size or manner of 
payment; and second, where the custo
mer has not ma-de any payment into his 
account for 2 successive months. The 
first exception would permit creditors 
to impose a fiat monthly chat·ge on all 
their accounts as a method for recovering 
billing expenses provided such charges 
were otherwise authorized by State law. 
The second exception would permit 
creditors to use the minimum charge 
essentially as a collection tool. These two 
exceptions meet some of the specific 
criticisms raised by the credit industry 
last year when a similar provision was 
deleted from s. 652. 

Despite these concessions, members 
of the committee were besieged with 
communications from the credit in
dustry pleading for a retention of mini
mum finance charges. For example, com
mittee members received a letter from 
Montgomery Ward, one of the Nation's 
largest retailers, arguing that a prohibi
tion on minimum finance charges will 
put small retailers out of business. One 
must commend this public spirited and 
seemingly disinterested concetn for the 
welfare of small business. However, it 
should also be pointed out that Wards is 
a principal user of minimum finance 
charges and imposes them in every State 
where it is legally possible to do so. 

Expert testimony before the commit
tee revealed that the revenues from min
imum finance charges are less than 
three one-hundredths of 1 percent of 
total revenue. Thus it is ludicrous to talk 
about anyone going out of business. The 
credit industry has not produced one 
shred of evidence to prove that retailers 
have been adversely affected in the nine 
States where minimum finance charges 
are not permitted. 

Mr. President, we have had a full op
portunity for retailers to give us that 
evidence if it existed. They have the ex
perience of nine States which, as I say, 
have outlawed the minimum finance 
charge. They should be able to give us 
the specific evidence, since they have 
operated under this experience, but they 
have been able to adduce none. In view 
of their concern and the amount of time, 
effort, and money they have spent lobby
ing against this amendment, I am con
vinced that if there were any evidence 
to show this would be costly to retailers, 
the evidence would, have been adduced 
and presented to the committee when 
the hearings were held. 

Mr. President, the amendment I am 
offering is identical to a provision con
tained in my original bill, S. 914. This 
amendment was approved by the Sub
committee on Consumer Credit. How
ever, it was deleted in full committee by 
the close vote of 9 to 7. The committee 
bill will thus permit the continuation of 
minimum finance charges in 41 States to 
the detriment of low-income consumers. 
My amendment would prohibit this con
sumer abuse in all States. I w·ge the Sen
ate to adopt my amendment. 

I might say that I am grateful to the 
chairman of the committee, who voted 
for my amendment both in the subcom
mittee and in the full committee, and I 
appreciate that support very much. 

Mr. President, I reserve the remainder 
of my time. 

Mr. BROCK. Mr. President, I yield 
myself 10 minutes. 

The PRESIDING OFFICER. Does not 
the Senator from Alabama control the 
time in opposition? 

Mr. SPARKMAN. Mr. President, I 
yield the time I would otherwise have 
to the Senator from Tennessee. 

The PRESIDING OFFICER. The Sen
ator from Tennessee is recognized. 

Mr. BROCK. Mr. President, back when 
I was growing up, once in a while you 
would hear a story about a parent who 
wanted his child not to do something, 
and he would say "You do that, and the 
boogyman is going to get you." 

We have modernized the art. We have 
now raised the boogyman to the legisla
tive halls of the Senate, in attempting 
to identify who is for and who is against 
the bill. 

I do not know who supported the last 
amendment and I do not know who sup
ports this one, with respect to big peo
ple and little people, but if the Senator 
from Wisconsin is concerned about the 
support of Montgomery Ward, I hope he 
will accept the fact that there are an 
awful lot of small people who feel per
haps a lot more strongly than that par
ticular giant organization on the matter. 

With regard to the minimum finance 
charge question, this 50 cents that is 
levied on accounts, I think the same sort 
of logic applies as did on the last amend
ment. I am not going to go into an ex
tended debate on this matter; I think we 
have explored the issue, as the Senator 
from Wisconsin has said, rather thor
oughly. But I would like to point out 
one or two facts. 
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First. there will not be any giant lob

bies organized on behalf of or against 
this particular amendment, because the 
giants do not worry so much about min
imum finance charges. The few that have 
them will -not lose anything if they are 
eliminated. Most of them do not have 
them anyWay. There is no massive lobby 
operating on behalf of small business in 
this country, and there are not many lob
byists acting on behalf of the consumer 
who happens to be of low or moderate 
income, who might lose his credit be
cause this amendment was carried, if it is. 

That is the real question. That is the 
real point. Again, it is not the intent of 
the amendment that I debate. I do not 
argue with the Senator's statement. I 
do not argue with his logic, his case, his 
motivations, or his intentions. I simply 
state to the Members of this body that 
if the amendment carriers. it is my 
honest conviction that an awful lot of 
low-income people in this country are 
going to get hurt. 

They are going to get hurt, because 
they are going to lose access to the credit 
system. Again. we do not do a service 
to the consumer by saying, "I am going 
to save you 50 cents this month, but in 
the process I am going to make it impos
sible for you to get any credit at any 
price. because I am going to make it so 
uncomfortable for the merchant to serve 
a low-income class of customers that he 
is going to have to raise his standards 
and effectively preclude you-you, the 
family with $3,000 or $4,000 or $5,000 a 
year income-! am going to have to pre
clude you from the marketplace in this 
free market economy of ours." 

The minimum charge is not the point. 
He is a customer who has a $28 outstand
ing balance. The interest on that bill, at 
1% percent a month, would be 42 cents. 
That 8 cents is the cost of the letter, 
that is added to this bill to guarantee 
he has access to the marketplace. I 
wonder if he considers that an exorbitant 
charge. I wonder if he thinks perhaps it 
would be better when he has no credit 
at an. 

It is not the big people who are prac
ticing the minimum charge. It is not the 
big companies which are making a profit 
out of it. It is not the big customers who 
have to worry about it. It is the very 
people that the Senator from Wisconsin 
points out, the small businessmen and 
the small customers, the fellow w.ho has 
a very limited family income. 

I state to the Senate just as clearly as 
I can that while I support the Senator's 
intention of trying to ameliorate this 
condition, I cannot in good conscience 
accept an amendment which has Jn ef
fect the opposite direction from its stated 
purpose, that effect being to raise the 
cost of merchandise, to raise the cost 
of credit, or worse, to eliminate any ac
cess of credit at all to the low-income 
family. 

I know the tendency of Cong-ress is 
to think of itself as an all-wise body, the 
source of all wisdom. I know the tend
ency of people here is to say tha.t all 
we have to do to solve a problem is to 

pass a law. Too often, we do just that. 
We pass a law that looks gorgeous on 
paper, it makes an awful lot of sense on 
paper, and it looks great, but we do not 
realize the impact of such a law on the 
people it is designed to help. 

In this case~ I think the Senate will 
recall the vote last year. The vote of the 
committee, in the considered judgment of 
the majority of the committee, was that 
this amendment, despite its good intent, 
would have a bad effect, an effect dam
aging to the interests of the low- and 
middle-income people of this country. 

I, therefore, hope that the amendment 
will be rejected. 

Mr. TOWER. Mr. President, will the 
Senator from Tennessee yield? 

Mr. BROCK. I yield. 
Mr. TOWER. Is this not the kind of 

amendment that tends advro·sely to im
pact on the small business establishment 
1·ather than the larger one? 

Mr. BROCK. Yes. The big companies 
do not care. They could not care less. 
They do not make any money out of it, 
nor do they even p1·actice it. It is the 
small businessman who maintains the 
minimum charge for one reason only, 
and that is what it costs him to do busi
ness, what it costs him to provide a 
limited amount of credit to a customer 
that is not the big, rich, continuing buyer. 

It costs at least 50 cents to process the 
account. It costs more than that, as a 
matter of fact, because we have reduced 
it already to 50 cents. I would imagine 
that the avro·age cost to handle a credit 
account would run to about $2.50. Now 
we will say to him, "You cannot put a 
new charge on him for service to a poor 
family," so what is he going to say? He is 
going to say, "I cannot afford to serve 
that family." That means that· the low
income family will not have access to the 
marketplace or to the credit system and 
I do not think we have a right to do that. 

Mr. PROXMIRE. Mr. President, the 
Senator from Maine would like to speak, 
but let me simply say it does not make 
any sense to argue that this will hurt the 
low-income family. Once again, we have 
the record of who testified for and who 
testified against. I have a letter from 
Montgomery Ward, which I will place in 
the REcoRD later. opposing the amend
ment. They use the system of a minimum 
finance charge in every single State 
where they are able to do it. The Senator 
from Tennessee was unable to show
and I do not think that anyone else has 
been able to show-that in the nine 
States where the minimum ~ce 
charge is prohibited the low-income per
son is hurt in any way at all. 

Mr. President, we should recognize that 
there is no way we can help the little 
man by requiring that when he makes 
a small purchase and makes a payment 
in a limited time, that_ he has to pay an 
unconscionably high interest rate. If this 
is the way we want to help him, I would 
hate to see a GO-percent. or a lOO-per
cent. or a 120-percent interest rate. 

I would hope that on the basis of com
monsense. Senators will support the 
amendment. 

I ask unanimous consent that the let
ter be printed at this point in the REc
ORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. PROXMIRE. I now yield to the 
Senator frorr.. Mah1e such time as he may 
require. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

Hon. \VILLIAM PROXMIRE, 
U.S. Senate, 
Washington, D.C. 

JUNE 26, 1973. 

DEAR SENATOR PROXMmE: I wish to Share 
with you my great concern over two provi
sions of S. 914 as amended recently in pro
ceedings of the Sub-Committee on Consumer 
Credit of the Senate Banking, Housing and 
Urban Affairs Committee ...• Effect oj Ban 
on Minimum Finance Charge. 

The requirement to assess a minimum fi
nance charge on all accounts or not at all 
Will be equally destructive especially to the 
smaller retailer: (1) it will force him to 
abandon his traditional 30 day charge ac
count plan for many of his customers; (2) 
if he is forced by competition to give up the 
minimum finance charge, he will lose a low 
cost collection tool for small balances, and 
(3) he will lose a partial recovery of billing 
eosts. 

The same results predicted for him un
der the Adjusted Balance Method will force 
hinl out of business or force him to give 
away his customers to the third party credit 
cru-d issuers. I, for one, hope that will not 
happen. 

Senator, we enlist your support of retail
ing's position with respect to the damaging 
proVisions of Sections 167 (on balance meth
ods) and 168 (on minimum charges) and 
ask that you vote to delete these onerous 
provisions of S. 914. 

Respectfully yours, 
AsHLEY D. DESHAZOR, 

Vice President and Corporate Credit 
Manager, Montgomery Ward. 

Mr·. HATHAWAY. Mr. President, I 
want to make the additional point-as 
I said before on the other amendment, 
and it seems the argument is even strong
er here-against the very speculative 
argument of the Senator fl•om Tennes
see that it would cut off all credit for the 
low-income person if we eliminate the 
minimum finance charge, and that this 
would mean just a few pennies per month 
for each customer, including the low
and mode1·ate-income person. 

Certainly, the merchant will not give 
up the business he gets from that cus
tomer just because of the 25-cent or 30-
cent loss he may incur for not being able 
to charge the 50-cent minimum. It seems 
to me to be speculative to say that this 
will cut out credit to the low-income 
person. 

I do not believe we appreciate how 
much this would mean to the low-in
come person. It would mean a great deal. 
He is in the position where he may have 
a great many dependents, not very much 
money, and he is depending on every 
penny he has to spend, so that every 
penny he can save, he really is trying to 
save. We should be rewarding his efforts 
in trying to save those pennies, and 
make them go as far as they can f01· 
him. by not discriminating against him 
in finance charges. Thus I m·ge that we 
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eliminate this unjust minimum finance 
charge. 

Mr. PROXMIRE. Mr. President, I 
have one more point to make to the ar
gument made that this will hurt the 
small retailer. As I pointed out, this is a 
matter of three one-hundredths of 1 per
cent, or three ten-thousands of his in
come. That is all the loss that would be 
incurred. That is all he would lose by this 
amendment. It is insignificant, insofar 
as the retailer is concerned. But so far 
as the consumer is concerned, that is, 
the low-income consumer, this could be 
$6 a year, and that would make a dif
ference to him. It might make the dif
ference of whether he could buy a Christ
mas present for his child with that. 

That is what is involved in this amend
ment. It is a small amount which means 
a great deal to people in the low-income 
brackets. 

I hope that we can get a majority of 
Senators in favor of this amendment. 

Mr. BROCK. Mr. President, I am 
simply saying that some things done 
for the best of purposes sometimes have 
the worst results. I do not think we 
can deny the logic of the testimony we 
heard from the very small business peo
ple of this country who say that they 
simply cannot make credit available on 
the scale that they do if we make it 
prohibitive in terms of cost. 

Surely, they can raise their prices. 
That will have an inflationary impact. 
Some will do it. But for those that do not, 
if we make the change in standards so 
that poor families do not have that credit 
access, I just cannot understand how 
anyone can think we will have done a 
service to those families. We may have 
saved them 50 cents, but we will have 
cost them a great deal more than that, 
and that will be access to credit under 
the free market system. That is the effect 
of this amendment. 

I yield back the remainder of my time. 
Mr. PROXMIRE. Mr. President, I yield 

back the remainder of my time. 
The PRESIDING OFFICER (Mr. Mc

CLURE) . All time on this amendment has 
been yielded back. 

The question is on agreeing to the 
amendment of the Senator from Wiscon
sin (Mr. PROXMIRE). 

On this question the yeas and nays 
have been ordered, and the clerk will call 
the roll. 

The legislative clerk called the roll. 
. Mr. ROBERT C. BYRD. I announce 
that the Senator from Texas <Mr. BENT
SEN), the Senator from Nevada (Mr. 
CANNON), the Senator from Alaska (Mr. 
GRAVEL), th~ Senator from South Dakota 
<Mr. McGovERN), and the Senator from 

·Minnesota <Mr. HUMPHREY) are neces-
sarily absent. 

I further announce that the Senator 
from South Dakota (Mr. ABOUREZK) is 
absent on official business. 

I also announce that the Senator from 
Mississippi <Mr. STENNIS) is absent be
cause of illness. 

I further announce that, if present and 
voting, the Senator !rom South Dakota 
(Mr. ABOUREZK) and the Senator from 

Minnesota <Mr. HUMPHREY) would each 
vote "yea." 

Mr. GRIFFIN. I announce that the 
Senator from New Hampshire <Mr. CoT
TON) is absent because of illness. 

The Senator from Colorado <Mr. DoM
INICK) and the Senator from Ohio <Mr. 
TAFT) are necessarily absent. 

If present and voting, the Senator from 
Ohio <Mr. TAFT) would vote "nay." 

The result was announced-yeas 39, 
nays 51, as follows: 

Bible 
Burdick 
Case 
Chiles 
Church 
Clark 
Eagleton 
Fulbright 
Hart 
Haskell 
Hathaway 
Huddleston 
Hughes 

[No. 317 Leg.) 
YEA8-39 

Inouye 
Jackson 
Johnston 
Kennedy 
Long 
Magnuson 
Mansfield 
McGee 
Mcintyre 
Metcalf 
Mondale 
Montoya 
Moss 

NAYS-51 
Aiken Dole 
Allen Domenicl 
Baker Eastland 
Bartlett Ervin 
Bayh Fannin 
Beall Pong 
Bellmon Goldwater 
Bennett Griffin 
Biden Gurney 
Brock Hansen 
Brooke Hartke 
Buckley Hatfield 
Byrd, Helms 

Harry F., Jr. Hollings 
Byrd, Robert c. Hruska 
Cook Javits 
Cranston Mathias 
Curtis McClellan 

Muskie 
Nelson 
Nunn 
Pastore 
Pell 
Proxmire 
Ribicoff 
Schweiker 
Sparkman 
Stevenson 
Symington 
Tunney 
Young 

McClure 
Packwood 
Pearson 
Percy 
Randolph 
Roth 
Sax be 
Scott, Pa. 
Scott, Va. 
Stafford 
Stevens 
Talmadge 
Thurmond 
Tower 
Weicker 
Williams 

NOT VOTING-10 
Abourezk 
Bentsen 
Cannon 
Cotton 

Dominick 
Gravel 
Humphrey 
McGovern 

Stennis 
Taft 

So Mr. PROXMIRE'S amendment (No. 
362) was rejected. 

Mr. TOWER. Mr. President, I move to 
reconsider the vote by which the amend
ment was rejected. 

Mr. HRUSKA. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

MESSAGE FROM THE HOUSE 
A message from the House of Repre

sentatives by Mr. Berry, one of its read
ing clerks, announced that the House 
had disagreed to the amendments of the 
Senate to the bill (H.R. 8658) making 
appropriations for the government of the 
District of Columbia and other activities 
chargeable in whole or in part against 
the revenues of said District for the fiscal 
year ending June 30, 1974, and for other 
purposes; agreed to the conference asked 
by the Senate on the disagreeing votes 
of the two Houses thereon, and that Mr. 
NATCHER, Mr. STOKES, Mr. TIERNAN, Mr. 
CHAPPELL, Mr. BURLISON of Missouri, 
Mr. McKAY, Mr. RvUSH, Mr. MAHON, Mr. 
McEWEN, Mr. MYERS, Mr. VEYSEY, Mr. 
COUGHLIN, and Mr. CEDERBERG Were ap
pointed managers on the part of the 
House at the conference. 

TRUTH IN LENDING ACT AMEND
MENTS OF 1973 

The Senate continued with the con
sideration of the bill <S. 2101) to amend 
the Truth in Lending Act to protect con
sumers against inaccurate and unfair 
billing practices, and for other purposes. 

Mr. TOWER. Mr. President, I call up 
an amendment that is at the desk and 
ask that it be read in its entirety. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The amendment was read as follows: 
On page 19, strike lines 13 through 19 and 

insert in lieu thereof the following: 
"(f) No provision of this section or sec

tion 112 imposing any liability shall apply 
to any act done or omitted in good faith (1) 
in conformity with the Act, or with any rule, 
regulation, or interpretation thereof by the 
Board, or (2) in conformity with any reason
able interpretation of a significant ambi
guity in, or significant conflict between, said 
Act, rules, regulations, or interpretations, 
notwithstanding that after such act or omis
sion has occurred, such Act, rule, regulation, 
or interpretation is amended, rescinded, or 
determined by judicial or other authority to 
be invalid for any reason. Any act done or 
omitted in conformity with the standards 
and conditions set forth in the preceding 
sentence shall not subject the creditor to 
llabllity under State law where State re
quirements conflict with those of Federal 
law." 

Mr. TOWER. Mr. President, I yield 
myself such time as I may require. 

Mr. President, I have considered the 
pOSsibility of pressing the present 
amendment to this bill today which 
would deal with the problem of good 
faith compliance with the Truth in 
Lending Act and its requirements, when 
those requirements are ambiguous or 
even con1licting. The existing good faith 
compliance section of the bill, section 
206, deals only with protecting good 
faith compliance with regulations which 
may lat~r be declared invalid by a court. 
While this is fine as far as it goes, it does 
not meet the problem of ambiguous or 
conflicting requirements which subject 
creditors to costly difference-of-opinion 
litigation, even though they have made 
good faith efforts to comply. 

My proposed amendment attempts to 
deal with this problem in terms of lan
guage exempting from liability acts or 
omissions done "in conformity with any 
reasonable interpretation of a significant 
ambiguity in, or significant con1lict be
tween, said act, rules, regulations, or 
interpretations" which covers the Fed
eral area, and an additional clause of 
similar import to cover conflicts between 
State and Federal requirements. The 
Federal Reserve Board, however, has ob
jected to the use of terms like "reason
able interpretation" and "significant am
biguity or conflict,'' because they fear 
that creditors could use this language to 
provide coverage for purpeseful avoid
ance of truth-in-lending requirements, 
since almost any situation may involve 
several reasonable courses of action. I do 
not myself feel that these terms would 
excuse any non-good-faith efforts be
cause a judge is virtually always in a 
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position to assess whether the . course 
taken by a creditor is bona fide or not, by 
reviewing the legal analysis relied upon 
by the creditor, by reviewing the state of 
refinement of the regulations and cases 
at the time the creditor's decision was 
made, by reviewing what the Fed staff 
may have advised the creditor on the 
matter, and so forth. 

However, I recognize that, pragmat
ically, Members of the Senate will gen
erally not want to override the expert 
opinion of the Fed on such a technical 
question as the proper language for as
swing that good faith efforts are pro
tected from liability, while at the same 
time not impairing the Fed's enforce
ment powers. The Fed feels that under 
the act as it would read after being 
amended by this bill, they would have 
adequate authority to deal with ambigui
ties and conflicts by using clarifying 
regulations and J'U).ings anc:'- letters, ~d 
that,' at most, some stat~tory lan.tWa~e 
strengthening the· preemptive status of 
Federal law over State law might be 
desirable. · 

I do not completely agree with the Fed 
on this matter, and I think that creditors 
will still face many ambiguous or con
flicting requirements even i! the Fed 
makes a maximum effort at ironing out 
such differences by regulations and rul
ings. I would prefer to clarify the status 
of these good faith efforts in the statute, 
in order to prevent needless litigation, 
the result of which will ultimately be in
creased costs to the borrowing public. 

I will not press this amendment on the 
bill here today, but I hope that the House 
wiU have adequate time on this meas.fu·~ 
to review other alternatives with the Fed 
and tO add language to the bill which . 
will help establish the · nonli~Qility of. 
creditors who attempt to comply in good 
faith with· ambiguous or conflicting re
quirements. I have seeri only today some 
alternative language suggested by credi~ .. 
tors that would exempt from liability 
efforts in "substantial compliance" with 
disclosw·e requirements, or efforts in 
••substantial compliance" with all rules, 
regulations, and interpretations of the 
Board. 

These alternatives may well accom
plish the basic purpose of avoiding litiga
tion that does not lead to supporting a 
public policy in this area, but, again, they 
may also be resisted by the Board be
cause of their apparent dislike of a gen
eral "reasonable man" standard in the 
act. Certainly the courts should work 
out a "substantial compliance" defense 
as a matter of judicial doctrine, but as 
far as I know only one case has used that 
concept to date. Hence it may well be 
that some statutory · action in this field 
will be required in order to resolve this 
troublesome problem. 

I merely want to alert the Senate to 
the problem today and to the possibility 
of some language being reported back 
from an eventual conference on this bill 
which will ho:oefully resolve this problem. 

Mr. PROXMIRE. Mr. President, I call Mr. PROXMIRE. Mr. President, .this 
up my amendment, No.· 388, ·and ask that amendment ·. limits closing . .costs on -t:eal 
it be stated. As long as there are enough estate transactions. The amendment is 
Senators on the floor at this time, I ask identical to a provision in the 1972 hous
for the yeas and nays. . ing bill which was passed by the Senate 

The PRESIDING OFFICER. The clerk on March 2, 1972. Congress took action 
will read the amendment first. last year to control escalating closing 

The legislative clerk read the amend- costs following an exhaustive study by 
ment, as follows: the Department of Housing and Urban 

Add the following new title at the end Development which showed that closing 
thereof: costs were unreasonably high on real 

TITLE IV-cLOSING COSTS estate transactions. 
§ 401. Closing costs The principal problem with closing 

(a) Section 701 of the Emergency Home costs is that there is such a tremendous 
Finance Act of 1970 is amended to read as difference, as I am going to point out, 
follows: 40 to 1, for almost precisely the same 
"ALLOWABLE CLOSING COSTS IN THE FINANCING ServiCes. 

OF CERTAIN HOUSING; PROHIBITION OF CER• Unfortunately, nO final actl'On WaS . TArN FEES . • '· . 

"S~~. 701. (a) The Secretary of Housing . taken on the 1972 housing bill and the 
. and Urban Developmen'ti shall, after consul- entire subject died in the 92d Congre&S .. 
tation With the Adnlinistrator of veterans'. I believe it is necessary to take prompt 

. Affairs, publish standards governing the action on the closing cost problem at tllis 
amounts of closing costs allowable to be pa~d time. ' The Senate Banking Committee 
by buye;rs and sellers in connection With the .. J;ias· juSt begun hearings on a 1973 hous
financing of housing designed principally for ing bill; however ·it may take several 
the occupancy of from one to four families months for this legislation to reach the 
and- fioor and several more months to pass 

"(1) which is built, rehabilitated, or pur- the entire Congress. In fact, considering 
chased With assistance provided under the 
Revised National Housing Act, the National the amount of controversy surrounding 
Housing Act, or chapter 37 of title 38, United our housing programs, there is a good 
states Code; or chance there may be no housing bill at 

"(2) which is covered by a mortgage pur- all in the 93d Congress. Therefore, we 
chased by the Federal National Mortgage ·must look to another bill to deal with the 
Association or the Federal Home Loan Mort- problem of closing costs if we want to 
gage Corporation. provide some near term relief for the 

"(b) Unless the closing costs charged in h d d h b 
connection with the financing of such hous- ar presse orne uyer. 
ing are allowable under standards published The Truth in Lending Act amend-
under subsection (a) of this section at the ments already deal with the subject of 
time of such financing- closing costs. Section 209 of the legisla-

" ( 1) no mortgage covering such housing tion strengthens the requirements for 
shan be insured or -guaranteed under any disclosing closing costs on real estate 
such Act or chapter unless the Secretary 9r transactions. I therefore believe it is ap:. 
the Administrator, as the case may be, deter- .· propriate to go one step beyond dis
:rilines that any exc~ss or nonallowable charge -closure and to consider an amendment to 
has been repaid; and . . . , . . 
. "(2) no mortg!lge covering such ho~s~ng · regulate closing costs. If we do not act · 
shall be purchased by such Association or at t~· time on this bill, it is likely that·· 
Oorporation. . - ~i rileaningrul . reform will be delayed 

"(c) Standards published under subsection several months or even years. Every day 
(a) of this section shall- we delay will cost consumers at least a 

"(1) be consistent in any area for housing million dollars. 
described in subsection (a) of this section; Mr. President, Congress took action 
and 

"(2) be based on the Secretary's esti- nearly 3 years ago to limit excessive clos-
mates of the reasonable charges for necessary ing costs on FHA-VA mortgage transac
services involved in closings for particular tions. Section 701 of the Emergency 
classes of mortgages and loans. Home Finance Act of 1970 authorizes and 

" (d) The Secretary shall from time to time directs the Secretary of HUD and the 
make such recommendations to the Con- Administrator of the VA to "prescribe 
gress as he deems appropriate for legisla- standards governing the amount of set
tion to reduce closing costs and to standard- tlement costs allowable in connection 
ize such costs for all geographic areas. 

" (e) Any person who accepts or furnishes with the financing of such housing in any 
anything of value pursuant to any agree- such area." Such housing refers to hous
ment, oral or otherWise, that business inci- ing assisted by the FHA or the VA. The 

· dent to or a part of any real estate settlement .cost standards established by HUD and 
shall be referred io any person shall be fined .the VA are to be based on their estimates 
not more th~ $10,000 or imprisoned for not of . the reasonable charge for necessary 
more than one year, or both, except that this .services involved . in real estate settle
subsection shall apply only in the case of a ments. Thus, HUD and the VA have the 
real estate settlement in connection with 
housing referred to in subsection (a).". _ authority to · prohibit .unreasonable . 

(b) The standards referred to in the charges or charges for unnecessary serv
amend.ment made by subsection (a) of this ices. · 
section shall be published not later than one It should be noted that HUD and the 
hundred and eighty days after the date of VA are directed to issue regulations to 
enactment of this title. lllnit settlement charges. The authority 

Mr. President, I withdraw the amend The PRESIDING OFFICER. The yeas 
and nays have been requested. Is there 

The a sufficient second? 
ment. 

The PRESIDING OFFICER. 
amendment is withdrawn. 

is mandatory and not discretionary. 
Despite the firm stand taken by Con

gress in 1970 against excessive closing -
costs, HUD and the VA have been drag-The yeas and nays were ordered. 
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ging their feet. They have produced an 
excellent report which fully documents 
the excessiv-e closing costs being charged. 
But so far, they have not issued regula
tions to control these excessive charges. 
Regulations were proposed last July to 
limit closing costs in several metropolitan 
areas, but they have apparently been 
shelved in response to intensive pressure 
from real estate lawYers, title insurance 
companies and others who benefit from 
high closing costs. 

Mr. President, my amendment would 
do four things: 

First, it consolidates the existing 
authority to control settlement charges 
which is presently divided between HUD 
and the VA. My amendment gives the 
authority to HUD which must act in 
consultation with the VA. 

Second, my amendment expands the 
scope of the existing law to cover certain 
conventional mortgage loans purchased 
by the Federal National Mortgage Asso
ciation or the Federal Home Loan Mort
gage Corporation; 

Third, my amendment requires that 
regulations limiting closing costs be is
sued within 6 months, so we will get 
action. 

Fourth, my amendment prohibits kick
backs on real estate transactions. This 
antikickback provision would cover sit
uations where a builder might refer set
tlement business to a lawYer in return 
for a fee or other benefit, or where a 
lender might refer title insurance busi
ness to a title insurance company under 
similar arrangements. These, of course, 
are not the only type of kickback ar
rangements prohibited by my amend
ment. 

Mr. President, the need to control clos
ing costs was clearly documented in the 
HUD-VA report on settlement costs is
sued on February 17, 1972. 

Secretary of HUD George Romney tes
tified before the Housing Subcommittee 
on this report on March 1 of last year. 

So we have had hearings on it. In fact, 
we have had three days of hearings, and 
the hearings have been published and 
are available. 

In his statement to the committee, 
Secretary Romney acknowledged that 
"serious abuses have arisen in this field, 
and that--these abuses-have resulted in 
adding significantly to the cost of ac
quiring a home." In later testimony he 
estimated home buyers were paying hun• 
dreds of millions of dollars a year in ex
cessive closing charges. 

In reviewing the findings of the HUD
VA study, Secretary Romney also pre
sented these conclusions to the subcom
mittee: 

First. High settlement costs as well as 
other problems of settlement stem in no 
small part from basic inefficiencies in the 
existing system of conveying, recording, 
and assuring validity of title to parcels 
of real estate. 

Second. Settlement costs and practices 
vary widely even within the same geo
graphic area. 

Third. Costs are Unreasonably high in 
many areas~ but not in all. · 

Fourth. Whenever many specialists 
become involved in the conveyancing 
process· and services are fragmented 
among them, costs are significantly 
higher. 

Fifth. State regulation of title insur
ance and other title related costs are 
largely ineffective. 

Sixth. In most cases, competition in 
the conveyancing industry is directed to
ward other participants in the industry 
and not toward the home bnying public. 

Lenders compete to get business f:r;om 
real estate brokers or escrow companies. 

Title companies compete to get busi
ness from attorneys, brokers, and lend
ers. 

Frequently this competition takes the 
form .of an elaborate system of referral 
fees, kickbacks. or commissions as in
ducements to firms and individuals who 
direct the placement of business. 

No one appears much interested in 
competing by cutting costs to the home
buYer since he is not likely to be in the 
market for another home in the near fu
ture, and will ordinarily accept the serv
ices-and charges-of whomever he is 
referred to. 

Seventh. Charges for services relating 
to settlement often are not based on fac
tors related to the cost of providing the 
services. 

Frequently they are based on the sales 
price of the property. 

We found that the overall level of 
charges tends to be lower when the 
charge for a service is not directly re
lated to the sales price of the property. 

Eighth. The minimum or recom
mended fee schedules of local bar asso
ciations and local real estate groups 
often do not reflect the actual work done. 
The use of such schedules to determine 
fees tends to increase settlement costs. 

Ninth. Most public systems of keeping 
land records need to be improved in or
der to facilitate title search. If title 
search were simplified, this would tend 
to reduce title-related and other settle
ment costs. 

Tenth. It is evident from these findings 
that serious problems exist in the con
veyancing industry and that such prob
lems demand immediate attention in or
der to assure that the public is not 
charged more for settlement costs than 
is reasonable. 

Mr. President. the wide variance in 
closing charges was clearly demonstrated 
in the HUD-VA study. As Secretary 
Romney testified, these variances could 
not be explained solely on the basis of 
variances in the cost of doing business. 
To put the matter more bluntly, in many 
areas the public is being gouged. 

For example, the HUD-VA study 
showed that closing costs on home prices 
between $20,000 and $24,000 varied across 
the country from a low of $50 to a high of 
nearly $2,000. This is a price variance of 
40 to 1 for essentially the same service. 

The average amount of total closing 
costs also varied widely between States. 
For example, in Maryland average clos
ing costs came to $1,060 whereas in South 
Dakota these same charges averaged onlY 
$303. : . 

There is no reason why closing costs 
should be more than 3 times as much in 
Maryland as in South Dakota, or why 
Maryland should be the most expen.Sive 
State in the Union for that cost. 

There was also considerable variance 
between metropolitan areas. Closing 
costs in the Newark, N.J., area ori a 
$20,000 to $24,000 FHA home averaged 
$834. whereas closing costs for similar 
housing averaged only $369 in the Min
neapolis area: 

There is also considerable variance 
within the same metropolitan areas. In 
Los Angeles County; closing costs ranged 
from a low ·or $200 to a high of $1,000 for 
homes in the $20,000 to $24.,000 range. In 
Chicago. they ranged from a low of $102 
to a high of $723 for the same priced 
housing. 

Mr. President, there may be some legit
imate reason for explaining some of these 
differences. Recordkeeping procedures 
vary from State to State and from com
munity to community. But even when 
these cost differences are taken into ac
count, the HUD study still found wide
spread variances. As Assistant Secretary 
Gulledge put it during the hearings, in 
some areas it is almost a matter of charg.:. 
mg what the traffic will bear. · -

1 might say that· right now-today____:iri 
view of the very high interest rates on 
home mortgages, in view of the fact that 
those interest rates are going up, one 
way Congress can help home buyers is to 
provide action, within a reasonable per
iod of time, on holding down these clos
ing costs. For niany home buyers, those 
costs simply make it impossible for them 
to buy homes, because the downpayment; 
the initial cost, is what keeps many 
home buyers out of the market. 

The average home buYer has virtually 
no bargaining power to protect himself 
against excessive closing charges. For 
most people, the entire settlement pr<;>c:
ess is a deep mystery. The average per~ 
son ·only buYs a home once or twice in 
his lifetime. When he shells out $30,0.00 
or· $40,000 for a home he tends to disre
gard the additional fees and expenses 
which each participant in the settlement 
process has been able to extract4 The 
home . buyer is a virtual captive in the 
hands of_ the lender, the attorney, the 
real estate broker and others. We must 
th_erefore act to protect tne home buyer., 
from being overcharged on home closing 
costs. My amendment does that. 

I want to stress that this amendment 
is identical to a provision in the 1972 
Housing bill which was passed by the 
Senate on March 2. 1972. So Congress 
has taken action. The Senate has taken 
action. I am simply r.sking that we do it 
in a way that it can become the law. 

I reserve the remainder of my time. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. SPARKMAN. Mr-. President, I 

yield myself 10 minutes. -
The PRESIDING OFFICER. The Sen~ 

at01; from Alabama is recognized. 
Mr. SPARKMAN. Mr. President. I do 

not believe Uus amendment should be 
agreed to. The Senator·· from WiSc.ousfu 
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stated that last year-the year before 
last, I believe, in fact, was the first time
we instructed the Secretary of the Hous
ing and Urba~ Mairs Department to 
prepare suggestions on closing costs. 

This was done. It was agreed to in the 
bill that we sent over to the House last 
year. However, the House did not com
plete the legislation . In other words, 
HUD has this instruction from the Sen
ate already. As I understand it, HUD, 
working with VA, is considering these 
things right now. Furthermore, we are 
having House hearings now in the com
mittee. And on July 30 that subject is 
scheduled to be discussed in the hearings. 

Why should we interfere wi~h some
thing that is in process and is scheduled 
for a complete airing on July 30? I do 
not believe that this is the place that this 
legislation ought to be taken up. I hope 
that the amendment will be rejected. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. SPARKMAN. Mr. President, I 
yield such time as it may require to the 
Senator from Tennessee. 

The PRESIDING OFFICER. The Sen
ator from Tennessee is recognized. 

Mr. BROCK. Mr. President, I do not 
know if this is the time or the place to 
debate the merits of the rent regula
tions or the closing regulations. I think 
that the Senate has demonstrated its 
intent to do something about the prob
lem. We expect to follow through with 
this. 

Mr. President, I want to add one thing 
to what the Senator from Alabama has 
said. I have seen Congress act a lot of 
times to circumvent committees and the 
hearings process because people have 
felt that the problem has to be dealt with. · 
:This may be the time to do it. It is not 
always wrong. However, sometimes we 
-make a mistake by so doing. 

If we are going to take this route, we 
have to have an awfully compelling case · 
for taking it up. We have scheduled fur
ther hearings on this matter. We have 
already taken some action and have dele
gated authority to the Secretary of Hous
ing and Urban Development. We have 
had extensive witnesses scheduled to 
come before the committee. The wit
nesses include people from the American 
Bar Association, the American Land 
Title Association, the Flolida Mortgage 
Bankers Association, the New Jersey 
Mortgage Bankers Association, the Mont
gomery County Bar Association, the Bar 
of Georgia, and many others. 

That is a pretty intelligent group. 
They should be able to offer a good deal 
of thought to the debate and the quality 
of it and the substantive results that 
come from it. 

· I am willing to- wait a little time _to 
take an additional)ook at the total prob
lem rather than to deal with it piecemeal. 

I would like to bring to the attention 
of the Senator from Wisconsin that one 
of the figures he cited, as I recall,"· com
pared the closing costs of $1,000 in the 
state of Maryland and $300 in the State 
of South Dakota. 

If I can be so bold, I would llk.e to 

point out that in' Maryland the transfer Pursuant to that, the Secretary of 
taxes and registration fees are the high- Housing and Urban Development has 
est in the Nation. They amount to, 1f I promulgated regulations on the settle
remember the figures correctly, about 70 ment costs. The regulations are rather 
percent of the cost of closing a house in specific. I grant the need for more study 
Montgomery County. What we have is a of the matter. However, I do not think 
ditferential stated by the Senator that that we should study the matter on the 
very largely constitutes the difference floor of the Senate. I do not think that 
between the $300 and the $1,000. All we achieve a true resolution of a funda
communities look at the component parts mental, extensive, and highly complex 
of those figures. The 70 percent of the problem by a floor amendment which 
$1,000 is in the form of State taxes. has not been considered by the commit
It is a mechanism by which the State tee this year. The matter is subject to 
of Maryland generates revenue and would consideration not a month from now or 
be under no circumstances subject to 6 months from now, but next week. 
jurisdiction and control by this or by We have a lot of outstanding witnesses 
any other legislation we could submit. coming before the committee to present 

Mr. President, I think that is illus- this matter. And it seems to me that for 
tra~ive of the complexity of the issues and the legislative quality, it would be well 
the difficulty we have in dealing with for us · to wait until they have appeared 
something that is important. We are deal- before the committee and that we allow 
ing with it in an ad hoc fashion without the committee to act in its wisdom in 
adequate consideration by the full com- . considering the matter. 
mittee. In fa.ct, as I view the matter now, .Mr. PROXMIRE. Mr. President, if ever 
the Secretary of Housing and Urban De- a subject has been studied to death, this 
velopment has full authority to deal with is it. we have 241 pages here, and we 
the problem of closing costs. I would like have a HUD report of 148 pages that 
to read the relevant section, section un- comes to the clear conclusion that clos
der 12 United States Code 1709(a). ing costs shoul<! be regulated. We have 

Mr. PROXMffiE. Mr. President, would the unanimous position taken by the 
the Senator yield ~m his last point? · committee last year. The Senate has 

Mr. BROCK. I Yield. already acted on this matter as a body. 
Mr. PROXMIRE. Mr. President, I am To say that we need further delay for 

glad the Senator has raised the point. another week is ridiculous. It means that 
He reinforces my statement · strongly. If we would consider this on a housing bill. 
we take the taxes out entirely and leave That housing bill has to take into con
in the other services, title-related costs, sideration many things. we have to be 
the difference is not 3 to 1. It is 10 to 1. real optimists to assume that it would be 
~ other words, New York charges 10 passed by the senate this fall. It would 
trmes as much as No~th J?akota. _So, the not pass Congress until next year. 

· argument I am makmg IS that we can .. Every day we delay on this matter it 
ar~e .on these figures all afternoon. The nieans that it costs home buyers in this 
pomt.IS that H~ already has ~owledge count~'y $1 million a day. . 
of this. There IS. no~ any ques~10n that We have had adequate consideration; 

_one could n?t. Justify the differe:r:Ices We know about this; we have studied it. 
pased on serVIces. After months of study hUD has studied it· they have mad 
HUD found you could not. . . . . • .e 
· Mr. BROCK. ~r. Pr.esident, the Sen- :~~n~e.commendatwn. All we want IS 

ator -~an argue his figures. ~owever, pe~- Of course, the lawyers are against this, 
haps It would be well to put m the RECORD and of course. the title firms are against 

. the figur~s we have on the typical group it. They have come up and lobbied 
of counties as ~ the amount ~f total against it. They want to delay it. They 
settlemen~ costs m these counties that would be delighted to delay it another 
were studied, as I recall, by HUD last 4 or 5 years But we have the inform -
year. The amount was $1,900, and the . · . . a 
average closing costs that would be regu- tiO~ before us, It is ~ot a matter of not 
lated by the Senator's amendment is hav~g had ~nough mformation, or not 

havmg had time. 
$282, or 14 percent. . Mr COOK and Mr HATHAWAY 

So .th~t .wed? not overstate ~e prob- addr~ssed the Chair. · 
lem, It IS Importan~ to J?-Ote the ma~- Mr. PROXMIRE. Mr. President, I yield 
tude of what w~ ~Ie tr~mg to deal With whatever time he may require to the 
and the compl~xities of It. . Senator from Maine. 

I do not thmk that we have the trme Mr. HATHAWAY. I thank the Senator 
no: th: endurance to debate the ~ase at from Wisconsin. I just want to make 
this pomt. In fact.' I co~ld agree With the clear that under the amendment, .as I 
Senator ~rom WISconsm. However, .the understand it, there would be an oppor
qQestion Is, How· do we get there? tunity for more hearings under the 

Mr. President, I started to read the law Acl.tilin1strative Procedure Act. 
that -has been already passed. It 1·eads: MI.-. PROXMIRE. The Senator is 

"(a) The Secretary is authorized, upon ap- . absolutely correct. Despite all the stud·y 
plication by the mortgagee, to insure as here- and hearings, we do not say it has to 
inafter provided any mortgage offered to him go into effect tomorrow. we say within 
which is eligible for insurance as hereinafter 6 months. Otherwise, it would drag on 
provided, and, upon such terms as the Sec-
retary may prescribe, to make commitments year after year after year. 
for the insuring of such mortgages prior to Mr. HATHAWAY. So that the same 
the date of their execution or disbursement interested parties who would appear at 
thereon. [Emphasis added.) the hearings next week, if they were held, 
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can come in and have the opportunity 
to appear before the SeGretary of Com
merce and make whatever .arguments 
they woulcl make before the committee? 

Mr. PROXMIRE. The Senator is 
correct. 

Mr. HATHAWAY. I thank the Sena:. 
tor. 

Mr. COOK. Mr. President, will the Sen
ator yield? 

Mr. PROXMIRE. I yield. 
Mr. COOK. I listened to the Senator's 

arguments on the introduction of his 
amendment. He talked in terms of "kick
backs." 

Would the Senator give me an exam
ple of what he means? For instance, in 
our State we have lawYers in small locali
ties who are authorized to write title 
insurance. They are authorized agents. 
That is the way the system works. It 
works with LawYers Title Co. and all the 
major title companies in the United 
States. An individual says, "I think I 
would like to have title insurance." We 
are not an abstract State. He writes that 
insurance, or writes the application for 
that insurance. At the time someone in 
his office, or he, that individual, runs that 
title on in and makes a title report. 

Does the Senator include him within 
the terms of subsection (e) on page 3, 
that when he is paid a percentage of the 
premium, that constitutes and amounts 
to a kick back? 

Mr. PROXMIRE. Mr. President, in the 
first place, HUD would spell this out in 
regulations. The kind of kickback I am 
talking about is the referral fee system, 
where a lawyer simply refers the matter 
to a title company and will get a fee paid 
to him, not for doing legitimate work, but 
for the referral. 

¥r. COOK. The Senator is talking 
about an abstract company, not a title 
company? 

Mr. PROXMIRE. The amendment 
covers any refeiTal, whether to an 
abstract company, or otherwise. 

Mr. COOK. I must say I am very much 
in favor of what the Senator is saying, 
but when I read the language it does 
not really say that to me, and the only 
way, in the rural parts of the United 
States that I am talking about-not 
only in my State, but all 50 States-the 
only way that an individual can get 
title insurance on his home is through 
a. local attorney who is authorized to 
write insurance through major insurance 
companies which, .first of all, are au
thorized by every State · insurance com
missioner of the respective States. 

I find I ·would like to be for the Sena
tor's amendment, but I am not satisfied 
with the answer of the Senator from 
Wisconsin. I think in. essence what he 
ls saying is that every authorized at .. 
torney in rural America' who is author~ 
ized to make application for title · in
·sw-ance for and on beh.alf of a client in 
the purchase of a home, a building, or 
a tract of ground is going to be placed 
in · a positio~ that if he receives a per
centage 'of the fee as the· result of writ
ing that insurance, it constitutes a kick-

back under the amendment and is there
by illegal. 

We would not be helping the home
owner in the United States. We would 
be penalizing the lawYer, obviously. But 
more than that, we would be penalizing 
the homeowner or purchaser of the 
ground, in the fact that they could not 
under any circumstances obtain title in
surance. I am very much concerned 
about that, and hope that the Senator 
can explain it. 

Mr. PROXMIRE. I certainly under
stand the Senator's concern. As I say, 
we are acting, No. 1, to require HUD to 
make regulations in this area. HUD is 
authorized to recognize the problems in 
different geographic areas. Certainly, in 
rural areas they have different problems 
than they have in the big cities. 

Generally, as long as a lawYer per
forms a legitimate service, he is en
titled to make a charge for such service. 
If it is simply a referral, under those 
circumstances the charge would not be 
permitted. In other words, if he is act
ing as an agent, he is compensated as an 
agent. 

Mr. COOK. There is nothing about the 
agency that is referred to in the amend
ment. It merely says: 

Any person who accepts or furnishes any
thing of value pursuant to any agreement, 
or otherwise, that business incident to or 
a part of any real est ate settlement shall be 
refened, 

And so forth. 
·I suggest that that does not apply to 

the field of agency. It does not apply to a 
qualified agent for the purpose of ren
dering service to a prospective purchaser 
of land or property. I cannot even see 
that it is within the framework of re
newals, because we know obviously that 
many referrals are made, ·and that they 
are not illegal referrals. · 

I agree with the Senator that if a per
son does not do the work but refers it to a 
lawYei· who does the work, that may con
stitute an illegal action. I am not con
vinced in my own mind that that is il
legal, because we have provided in the 
canon that it is not illegal. 

I am for what the Senator is seeking. 
Mr. PROXMIRE. W~ all know that the 

Senator is an able lawyer and has had 
distinguished experience as a judge. I 
simply say to the Senator that this is the 
precise language, this is the precise 
amendment that was unanimously ap
proved by the Senate, last year. It was 
passed by the Senate. It has been con
sidered in detail. The Senator can raise 
objection to almost any law or any pro
vision, but this language has been given 
very careful consideration. It seems to 
me, under the circumstances, that we 
should act now in view of the savings 
that would be made all over the country. 

Mr. BROCK. · Let me summarize by 
saying that the Senator· from Kentucky 
has made my case far · more eloque:r:~~Y 
than I could. He is one of his State's 
inost distinguished attorneys, and he 
haS a particular focus regarding the 
pending amendment. 

I do not feel that the ame!'.dment 
adequately deals with the problem. I 
recognize the P.xistence of the problem, 
but if we are going to go _.:ter kick::acks, 
let us do it in a way that spells out exactly 
what it will mean for the protection of 
the home buyer, the title company, and 
all the rest of those who are concerned. 
This amendn.ent does not do that. 

If I may point out, even the HUD re
port itself, although it is not as strong 
as HUD would state it is, makes that 
point, as does one l~ · Arthur D. Little, 
which is of recent vintat;e. I just do not 
think we can act so precipitously as this 
on a matter that is of such consequence, 
I simply do not believe we need to elimi
nate the committee process by this kind 
o:f amendment, which has not· been con
si1ered this year, without having a better 
reason than we seem to have had pre
sented to us at this time. 

Mr. PROXMffiE. The Senator from 
Tennessee knows how much I admire 
and respect him; but I wonder if he really 
means "act precipitously." After all, how 
can we act precipitously when we have 
had 3 solid days of hearings; when the 
committee has acted before; when we 
have the same amendment · that was 
adopted by the Senate before; when we 
have had consideration by HUD and 130 
pages of hearings by HUD? 

If that is acting impulsively, I think 
we have acted more impulsively on many 
other occasio~s. 

Mr. BROCK. Mr. President, the Sena
tor from Nebraska has asked me to yield 
him 5 minutes on a subject not directly 
related to the amendment. I should like 
to yield to the Senator from Nebraska. 

Mr. CRANSTON. Mr. President, I 
wholeheartedly support the distinguished 
Senator from Wisconsin (Mr. PROXMIRE) 
for proposing in section 209 of S. 2101 
that in real estate transactions a credi
tor would be req·tired to make a full dis
closure of closing costs at the time of the 
loan commitment. This is an extremely 
worthwhile and necessary provision. For 
too long, home buyers have gone into 
closing without any idea of what they 
would have to pay in settlement charges. 
At closing, it is too late for the home 
buyer to cha;.Ienge realistically costs 
which seem to him unneceSsary or .ex
cessive. I commend the Senator from 
Wisconsin for sponsoring this valuable 
provision. · 

I agree with Senator PROXMIRE on the 
need for legislation that would protect 
the home buyer from inflated and un
warranted charges. However, I -do not 
believe that the Truth in Lending Act is 
the appropriate legislative vehicle. Sen
ator PROXMIRE'~ proposal that requires 
HUD to set maximum closing cost charges 
w~s part of last year's Senate .. passed 
1972 Housing and Urban Development 
Act. A different version of closing cost 
legislation was developed in the House 
Banking and Currency Committee's bill. 
I do not· believe that closing cost legisla
tion should be divorced from . housing 
I~gislation regardless of the me1·.its of a 
particular proposal. 
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This week and continuing into next 

week. the Senate Housing Subcommittee 
will hold hearings on housing and com
munity development legislation. These 
hearings will ~nclude an examination of 
the closing cost issue. Approving Senator 
PROXMIRE's amendment now would make 
these hearings on closing costs a futile 
exercise insofar as closing costs are con
ce1ned. It is true that the Senate ap
proved the Proxmire proposal in last 
year's Senate housing bill, but the Sen
ate also approved in this housing bill a 
variety of proposals which are being re
viewed again by the Senate Housing Sub
committee-proposals which are concep
tually and administratively complex. 

Clearly, legislation that requires gov
ernmentally set p1ices for services pro
vided by lawYers. title insurance com
panies, mortgages, escrow and settlement 
companies, and others raises many ques
tions: Are equitable prices possible? can 
you account for different regional and 
local practices? how considered will Fed
eral regulation be with State laws? will 
price regulation eliminate marginal busi
nesses? can HUD handle the task of set
ting prices for each SMSA and monitor 
what prices are being charged? All these 
questions deserve a second hearing by 
the Senate Housing Subcommittee and 
by the Senate. Tiley were by no means 
all answered adequately in the prelimi
nary hearings. 

The HUD-VA joint report on mortgage 
settlement charges was delivered to the 
Senate Banking, Housing, and Urban Af
fairs Committee in March 1972-too late 
to be of use in fol'mulating the 1972 
Housing and Urban Development Act. 
The Senate passed this Act on March 2, 
1972. 

In July 1972, the Department of Hous
ing and Urban Development published 
maximum closing costs for six SMSA's in 
the Federal Register. To date, the com
mittee has not studied HUD's analysis of 
the 826 comments the Department 
received. 

I believe that both the HUD-VA joint 
report and the comments on the HUD 
proposed charges should be examined by 
the Members of the Senate Housing Sub
committee before closing cost legislation 
is approved. The upcoming hearings by 
the subcommittee provide that oppor
tunity. 

There is a large difference between 
price disclosure, as required by S. 2101, 
and price regulation, as proposed in the 
Proxmire amendment. I do not think 
this difference should be bridged in the 
Truth in Lending bill but should be taken 
up separately by the Senate Housing 
Subcommittee as part of this year's hous
ing legislation. 

:Mr. SPARKMAN. Mr. President, I yield 
myself 2 minutes. 

The PRESIDING OFFICER. The Sen
ator from Alabama is recognized for 2 
minutes. 

Mr. SPARKMAN. Mr. President, on 
this amendment proposed by the Sena
tor from Wisconsin, I have said some
thing to the effect that hearings are 
scheduled on this very subject for July 
30. The matter is moving. We have given 
them the authority and, in fact, the di-

rection long ago, to issue regulations. 
They came out with proposed l"egula
tions. Then, sometime back-not long 
ago--we had a letter · from the Secre
tary of Housing and Urban Development 
saying that they were having an audit 
made of the study on which they re- · 
ported. Just Saturday, I received from 
the Secretary of Holl::)ing and Urban De
velopment copies sufficient for every 
member of the Housing Subcommittee to 
have one, giving that audit. 

Now I must say, frankly, that I do not 
know just what the audit amounts to or 
what effect it may have. It shows at least 
that HUD is still working on the sug
gestion we gave to the Secretary of Hous
ing and Urban Development to come out 
with proposed regulations. 

Mr. PROXMIRE. Mr. President, will 
the Senator from Alabama yield? 

Mr SPARKMAN. I yield. 
Mr. PROXMIRE. It is not true that 

HUD has had 3 years on this? 
Mr. SPARKMAN. They have had a 

good bit of time. I am not sure it is 3 
years, but whatever it is-yes, they have 
had a gooJ. long time. But the point I 
am making is that they did come out 
last year with proposed regulations. The 
bill we passed failed to get tlrrough the 
House, so work has been going on all the 
time and HUD is actually working on it 
now. Our committee is working on it now, 
and hearings have been scheduled, and 
witnesses are appearing on July 30. That 
is not very long off. 

Mr. PROXMffiE. Mr. President, let 
me conclude by saying once again that 
this will cost the home buyers of this 
country $1 million a day. The Senate has 
already acted once on this. There is no 
reason why we could not save consumers 
this amount of money. If we do not act 
at this time, it is clear there will not be 
any relief for home buyers for many 
months to come-maybe more than a 
year. 

Mr. President, I yield back the re
mainder of my time. 

Mr. SPARKMAN. Mr. President, I yield 
back the remainder of my time. 

The PRESIDING OFFICER <Mr. Mc
CLURE). All time on this amendment has 
been yielded back. 

The question is on agreeing to the 
amendment No. 388 of the Senator from 
Wisconsin (Mr. PROXMIRE). 

On this question the yeas and nays 
have been ordered, and the clerk will call 
the roll. 

The assistant legislative clerk called 
the roll. 

Mr. ROBERT C. BYRD. I announce 
that the Senator from Texas (Mr. BENT
SEN), the Senator from Nevada <Mr. 
CANNON), the Senator fmm Alaska (Mr. 
GRAVEL), and the Senator from South 
Dakota (Mr. McGOVERN) are necessarily 
absent. 

I further announce that the Senator 
from South Dakota (Mr. ABouREZK) is 
absent on official business. 

I also announce that the Senator from 
Mississippi (Mr. STENNIS) is absent be
cause of illness. 

I further announce that, if present 
and voting, the Senator from South Da
kota <Mr. ABOUREZK) would vote "yea." 

Mr. GRIFFIN. I announce that the 
Senator from New Hampshire (Mr. CoT
TON) is absent because of illness. 

The Senator from Colorado (Mr. DoMI
NICK), and the Senator from Ohio (Mr. 
TAFT) are necessarily absent. 

The result was announced-yeas 38, 
nays 53, as follows: 

[No. 318 Leg.} 
YEAS-38 

Allen Hart 
Bayh Hartke 
Bible Hathaway 
Brooke Hughes 
Burdick Humphrey 
Byrd, Robert C. Inouye 
Case Jackson 
Church Javits 
Clark Kennedy 
Dole Magnuson 
Eagleton Mansfield 
Ervin McGee 
Fulbright Metcail 

Aiken 
Baker 
Bartlett 
Beall 
Bellm on 
Bennett 
Bid en 
Brock 
Buckley 
Byrd, 

Harry F., Jr. 
Chiles 
Cook 
Cranston 
Curtis 
Domenicl 
Eastland 
Fannin 

NAYS-53 
Fong 
Goldwater 
Griffin 
Gurney 
Hansen 
Haskell 
Hatfield 
Helms 
Hollings 
Hruska 
Huddleston 
Johnston 
Long 
Mathias 
McClellan 
McClure 
Mcintyre 
Nunn 

Mondale 
Montoya. 
Moss 
Muskie 
Nelson 
Pastore 
Pell 
Proxmire 
Ribicoff 
Schweiker 
Symington 
Tunney 

Packwood 
Pearson 
Percy 
Randolph 
Roth 
Sax be 
Scott, Pa. 
Scott, Va. 
Sparkman 
Stafford 
Stevens · 
Stevenson 
Talmadge 
Thurmond 
Tower 
Weicker 
Williams 
Young 

NOT VOTING-9 
Abourezk 
Bentsen 
Cannon 

Cotton 
Dominick 
Gravel 

McGovern 
Stennis 
Taft 

So Mr. PROXMIRE'S amendment (No. 
388) was rejected. 

Mr. SPARKMAN. Mr. President, I 
move to reconsider the vote by which the 
amendment was rejected. 

Mr. BROCK. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

AMENDMENT NO. 343 

Mr. MOSS. Mr. President, I call up my 
amendment No. 343 and ask that it be 
stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The amendment was read as follows: 
On page 21, line 1, strike out "lesser of 

$100,000" a.nd insert in lieu thereof "greater 
of $50,000". 

Mr. MOSS. Mr. President, this is a 
very simple amendment but one which 
has a great impact. I will describe it 
quickly. 

Mr. SPARKMAN. Mr. President, will 
the Senator yield to me briefly? 

Mr. MOSS. I yield. 
Mr. SPARKMAN. Mr. President, I yield 

my time on the bill to the Senator from 
Tennessee <Mr. BROCK). I thank the 
Senator for yielding. 

The PRESIDING OFFICER. The Sen
ator from Utah may proceed. 

Mr. MOSS. Mr. President, I ask unan
imous consent that the names of the 
Senator from Michigan <Mr. HART) and 
the Senator from Wisconsin <Mr. PR.ox
MIRE) may be added as cosponsors of 
the amendment. 
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The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. MOSS. Mr. President, the amend

ment which I offer today is designed to 
reverse the topsy-tervy class action ar
rangements in the present bill. Instead 
of placing a ceiling of $100,000 or 1 per
cent of the net worth of the creditor in 
a class action, my amendment would 
make a creditor who fails to comply 
with the truth-in-lending law liable 
to a class of consumers for the amount 
of damage which the court determines 
appropriate but not to exceed the greater 
of $50,000 or 1 percent of net worth. In 
other words, the decision as to the ap
propriate level of damage is left to the 
court as is the case in most legal disputes. 

In order to insulate creditors from 
class actions that could destroy them 
financially, the court may not assess 
damages against the liability of any par
ticular creditor in the amount in excess 
of 1 percent of the net worth of the 
creditor as of the end of the creditor's 
fiscal year immediately preceding the 
fiscal year in which the violation of the 
truth-and-lending law occurred. In or
der to deter thinly financed entrepre
neurs from violating the truth-and
lending law with impunity fee at $50,000 
ceiling would hold. 

The Federal Reserve Board has rec:. 
ommended in its 1972 report on truth 
and lending that this limitation, the 
greater of $50,000 or 1 percent of net 
worth, be the class action liability limit. 
The Federal Reserve Board in making 
this recommendation is attempting to 
strike a balance between excessive costs 
and a reasonable deterrent. I firmly be
lieve that the Federal Reserve Board's 
recommendation is reasonable and would 
serve as a deterrent and in the case of 
a violation of the truth-and-lending law 
would efficiently be served as an appro
priately damaged level. Under the bill as 
it now exists, the ceiling is $100,000 Ol' 
1 percent of net worth whichever is the 
lessor. In a case where it is a widespread 
violation by a large corporation, the total 
amount of $100,000 would not serve at 
all as a deterrent. It would be a minimal 
injury, perhaps equivalent to the petty 
cash of a large corporation which may 
have otherwise been contributed to a 
political campaign. That too in violation 
of the law. 

By turning around the provision as re
ported by the committee my amendment 
would enable the judgment-if the court 
renders the judgment for a violation-to 
be of sufficient amount. If there are 
many people in the same class action, 
and it is a large institution, it would be 
a large enough deterrent and it would be 
an effective penalty provision. Thus, in 
order to give meaning to the civil liabil
ity provision, it is necessary to place 
some ceiling on it but the ceiling recom
mended by the committee does not in 
any way serve as a deterrent or penalty. 

I might note that last year when we 
considered the same legislation I based 
my support for this amendment on a let
ter that had been sent by the Vice Chair
man of the Federal Reserve System. 
This year it is not the word of one man, 
it is the report of the entire Federal Re
serve Board. The provisions recom-

mended by the Federal Reserve Board 
which are printed on pages 36 and 37 of 
the committee report are most illumi
nating and, I ask unanimous consent 
that they be printed in the RECORD at 
this point. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 

CLAS S ACTIONS AND CIVIL LIABILITY; CL ASS 
ACTION LIABILITY LIMIT 

The trend of the cases is away from allow
ing class actions for the enforcement of 
Truth in Lending. Very likely, this trend is 
an outgrowth of judicial concern over the 
possible magnitude of recovery by a large 
class, given the statutory minimum of $100 
per person. While the Board shares this con
cern about possible liability, which might in 
some cases run into m1lllons of dollars and 
may be disproportionate to any conceivable 
injury sustained by consumers, it also be
lieves that potential class action liability is 
an important encouragement to the volun
tary compliance which is so necessary to in
sure nationwide adherence to uniform dis
closure. Consequently, it believes that any 
inquiry into the justification for class ac
tions should not be restricted to whether 
the possible liability in such suits exceeds 
the actual damages incurred by the class 
members. Equally important, in the Board's 
view, is the prophylactic effect of the threat 
of class action exposure. That threat ele
vates a possible Truth in Lending law suit 
from the ineffective "nuisance" category to 
the type of suit which has enough sting in 
it to insure that management will strive 
with diligence to achieve compliance. 

While the Board believes that this class 
action vehicle in some form should be pre
served for appropriate Truth in Lending 
suits, it is conscious of the difficulty of for
mulating an equitable ru1e which will pre
serve its effectiveness without, at the same 
time, exposing legitimate business to unwar
ranted claims in frivolous law suits. In the 
Board's view, the best way to meet this prob
lem is to set an upper limit on the aggre
gate amount of possible class action recov
ery (the greater of $50,000 or 1 percent of 
net worth is suggested in the Board's recom
mended amendment), while, at the same 
time, giving the courts the authority to set 
the amount of actual recovery within this 
limit in light of the circumstances of the 
particular case-for example, the severity 
of the violation and the size of the offender. 

Mr. MOSS. Mr. President, I reserve the 
remainder of my time. 

Mr. TOWER. Mr. President, on be
half of the Senator from Tennessee I 
yield such time as he may require to the 
distinguished Senator from Utah (Mr. 
BENNETT). 

Mr. BENNETT. Mr. President, I am 
sorry to find myself in a position of op
position to my junior colleague, but I 
think he has the situation backwards. 

He is concerned about a violation on 
the part of big companies whose law
yers would be able to keep them out of 
trouble. 

The Senator would impose a penalty of 
$50,000 or 1 percent of net worth, which
ever is greater, which would put out of 
business any company whose net assets 
were $50,000 or less. 

I am concerned with protecting the 
little businessman who does not have a 
stable of important, skillful lawyers, who 
runs his credit department with people 
who do not understand all the intricacies 
of the law, whose clerks might make a 
mistake which would put him in viola-

tion; and if he were in violation, the 
minimum that could be irr.posed on him 
is $50,000. 

Mr. PROXMIRE. Mr. President, will 
the Senator yield? 

Mr. BENNETT. I yield. 
Mr. PROXMffiE. Did the Senator say 

minimum fine? 
Mr. BENNETT. $50,000 or 1 percent, 

whichever is greater. 
Mr. PROXMIRE. Those were maxi

mums, I understand. 
Mr. MOSS. Yes, they are maximum 

limits. The court, of course, would fix 
the penalty. 

Mr. BENNETT. Buf; it is 1 percent or 
$50,000. If the court decides 1 percent i:; 
$1 ,000, it has to impose a $50,000 fine. n 
would have uo choice. 

Mr. MOSS. No, it would be the other 
way. If the net worth of the company is 
below 1 percent, 1 percent is below the 
$50,000 and that becomes the ceiling. If 
the net worth is greater than $50,000, it 
can go up to wherever 1 percent takes it. 

Mr. BENNETT. Of course, it could be 
$50,000 or 1 percent, whichever is greater. 
The court would have to impose $50,000 
or 1 percent, whichever is greater. If 1 
percent is $1,000, and $50,000 is more, he 
has to impose the greater. It seems to 
me the language is very clear on its face. 
I am not a lawyer but I do not under
stand it to be otherwise. It seems to me 
the words mean what they say. 

Mr. MOSS. There is no mandatory im
position of the penalty. The court has to 
assess the penalty, but in making the 
assessment certain limits cannot be ex
ceeded. Under my amendment it could 
not exceed 1 percent of the net worth 
and it cannot exceed $50,000. 

Mr. HASKELL. Mr. President, will the 
Senator from Utah yield for a question? 

Mr. BENNETT. I believe I have the 
floor, and I would like to finish my state
ment. 

Mr. President, the approach which the 
committee took was a reasonable one. It 
would provide for a penalty of $100,000 
or 1 percent of the creditor's net worth, 
whichever is less, for each violation of the 
Truth in Lending Act. This would pro
vide ample liability in preventing any 
creditor, regardless of size, from contin
uing to violate that act. 

It must be remembered that this 
amount would be exclusive of the sums 
which could be collected in suits where 
actual dar_lages are incurred through vio
lations of this same act. 

This is not a penalty for damages; this 
is a punitive penalty on top of the dam
ages. It does not affect the $100 minimum 
which can be recovered by an individual 
for any violation of the law. It would 
allow, however, for a class action recov
ery in the case of any violation whether 
or not the consumer has actually in
curred a:1y damages. In light of this, the 
liability imposed for violations would be 
substantial enough to insure compliance, 
yet reasonable enough to a void being 
punitive. 

In spite of this, the amendment sought 
by Senator Moss would broaden enor
mously the scope of creditors' liability 
under class action suits. It would increase 
unconscionably the liability which cred-
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itors would be subject to under the Truth 
in Lending Act. 

The amendment which is being offered 
would allow for a maximum liability of 
$50,000 or 1 percent of a creditor's net 
worth, whichever is greater, for each 
violation of that act. As you can well 
imagine, this has the potential for rais
ing the liability of creditors to an amount 
that is clearly out of line with the sever
ity of any possible violation, particularly 
in light of the fact that in the case of 
suet violations no actual damages may 
be incurred. 

Under the present law a minimum re
covery of $100 is allowed even if no actual 
damagt!S have been incurred. The pur
pose of this was to make it worthwhile 
for an indivdual to bring an enforce
ment action even if actual damages 
amounted to only a few dollars. However, 
if this minimum were to be applied in 
class action suits where the class involves 
a large number of individuals, the 
amount for which the creditor could be 
liable would be astronomical. Indeed, the 
courts have clearly preceived this as a 
possibility and have questioned the ap
propriateness of the class action suit un
der such circumstances. For example, in 
the case of Ratner against Chemical 
Bank of New York, Judge Frankel 
pointed out: 

That the allowance of thousands of mini
mum recoveries like plaintiff's would carry to 
an absurd and stultifying extreme the spe
cific and essentially inconsistent remedy Con
gress prescribed as the means of private en
forcement. (54 F.R.D. 412, 414 (S.D.N.Y. 
1972) .) 

As a result, nearly all of the 20 Truth 
in Lending class action suits decided 
since then have held that the class action 
form under such circumstances was not 
appropriate. 

The amendment providing for a 
penalty of $50,000 or 1 percent of credi
tor's net worth, whichever is greater, is 
not a sound approach to the problem. It 
holds the same potential for punitive 
and extraordinarily large punishments 
for violations which have made the 
courts hesitant to apply present pro
visions to class action suits. It would re
sult in millions of dollars being required 
in payment for violating the act, whether 
or not damages had actually been in
curred. 

The amounts for which creditors 
would be potentially liable is staggering. 

For example, it could result in liabilities 
for major oil companies L.J. the following 
amounts: Exxon, $123 million; Texaco, 
$72 million; and Mobil, $52 million. The 
potential liability for other major credi
tors would also be enormous: General 
Motors Acceptance Corp., $9.5 million; 
Ford Motor Credit Corp., $4.8 m~ion; 
and Household Finance Corp., $7.9 mil
lion. In the case of some of the Nation's 
largest commercial banks, the results 
could be the following: Chase Manhattan 
Bank, $17.4 million; First National City 
Bank of New York, $17.2 million; and 
Bank of America, $15.3 million. For ap
proximately 90 percent of the Nation's 
commercial banks, $50,000 would be more 
than 1 percent of their net worth. 

All of these sums could be for a viola
tion that may be strictly technical in na
ture, and in cases for which actual 
damages may not be incurred by any 
consumer. Of course, the sums are not 
confined to only the largest creditors. 
Even the smallest creditors would be af
fected by this amendment, and the sums 
for which they are potentially liable 
could work a severe hardship on their 
ability to continue to provide credit and 
service their customers. 

For example, it is obvious that the 
$50,000 minimum liability for any credi
tor being sought by this amendment 
could exceed the net worth of those firms 
whose net worth is less than $50,000. 
This would be disastrous and would com
pletely destroy· the ability of such firms 
to stay in btJ.siness. Indeed, for any firm 
with a net worth of less than a quarter 
million dollars this amendment would 
destroy their means for staying in opera
tion. These firms do not have the liquid
ity to handle the sums which would be 
imposed as penalties under this amend
ment. The committee bill, however, 
would assure that the penalty could not 
exceed any finn's net worth, avoiding the 
possibility that small creditors will be 
put out of business by the imposition of 
any penalty. 

It must also be remembered that this 
liability does not include the costs of 
such action to the creditor or the pay
ment of "reasonable" attorney fees in a 
successful enforcement of the law, which 
could also be quite substantial. To ident
ify a class and send notices alone could 
amount to millions of dollars if the class 
were large enough. 

The Moss amendment would encour
age class action suits against the largest 
creditors, who generally have the best 
compliance records and who, as I said, 
have the best legal staffs and would best 
be able to protect themselves. 

They would be open to charges of 
violations which may be technical in na
ture and in the legal interpretation of 
which might be · some minor disagree
ment. In view of this, and the fact that 
a violation may not be for actual dam
age incurred, it is not in the public 
interest to encourage such litigation. 

In conclusion, it seems to me to be 
highly illogical to place into statutory 
form a civil penalty which does not ap
ply to all violators equally. The amend
ment would vary the penalty accord
ing to the size of the creditor. It means 
that while any two creditors may have 
the same violation, they may be subject 
to different penalties, depending strict
ly on their size. The committee bill mini
mizes this by placing a maximum penalty 
for all violators. 

I strongly urge adoption of the bill as 
reported out by the committee. This will 
encourage creditors to seek compliance 
and permit suits to be brought in cases 
where real abuse has occurred. 

Mr. President, I ask unanimous con
sent that a series of tables on this 
subject be printed in the RECORD at tllis 
point. 

There being no objection, the tables 
were ordered to be printed ih the REc
ORD, as follows: 
TABLE 1.-NET WORTH 1 OF MAJOR CREDIT CORPORATIONS 

Net 
worth• 

1 percent 
of net 
worth 

Montgomery Ward Credit Corp. 
(Feb. 2, 1972>------------------ $158,747,618 $1,587,476 

Penneys (J. C.) Financial Corp. 
(Jan. 29, 1972)_ ____________ __ __ 145,832,089 1, 458,321 

Sears, Roebuck Acceptance Corp. 
(Jan. 31, 1912>----------------- 369,163,663 3, 691,637 

General Motors Acceptance Corp. 
(Dec. 31, 1972)___________ ______ 948,002,595 9, 480,026 

Ford Motor Credit Corp. (Dec. 31, 
1972)__________________________ 481,200,000 4, 812,000 

Chrysler Finance Corp. (Dec. 31, 
1972)__________________________ 345,856,288 3, 458,563 

Household Finance Corp. (Dec. 31, 
1972)__________________________ 792, 072, 000 7, 920, 720 

1 Includes capital stock, surplus and retained earnings; 
excludes long-term notes and debentures. 

Source: Moody's. 

TABLE 2.-NET WORTH OF THE 100 LARGEST BANKS IN THE UNITED STATES BY DEPOSITS1 (DEC. 31, 1972) 

Bank 

1. Bank of America National Trust and Savings Association, 
San Francisco _____________ .-·-----------------------

2. First National City Bank, New York ____________________ _ 
3. Chase Manhattan Bank National Association, New York ___ _ 
4. Manufacturers Hanover Trust Co., New York _____________ _ 
5. Morgan Guaranty Trust Co., New YoriL-------------·-----
6. Chemical Bank, New York----------------·-- -----------
7. Bankers Trust Co., New York·---- -------- ----------·---
8. Security Pacifrc National Bank, los Angeles ______________ _ 
9. Continental Illinois National Bank and Trust Co., Chicago __ _ 

}~: ~~~fsNr~:~~1~nakrr~ a~i~i;:F~ssociatfo·ri; sii ii-FrariiiSOO: ::::: 
12. Crocker National Bank, San Francisco ___________________ _ 
13. United California Bank, Los Angeles. ____________________ _ 
14. Mellon Bank National Association, Pittsburgh ___________ _ 
15. Irving Trust Co., New York----------- -----------·------
16. National Bank of DetroiL-------------------------·-----17. Marine Midland Bank, New York _______________________ _ 
18. First National Bank, Boston ____________________________ _ 

Footnotes at end of table. 

Net worth s 

1, 530, 779, 000 
1, 720, 824, 000 
1, 744,478,978 

813, 885, 465 
1, 060, 100, 008 

867,925, 000 
580, 580, 000 
543, 495, 251 
705, 420. 000 
620, 2.63, 000 
486, 437, 405 
366, 098, 853 
402, 639, 446 
4vl, 782, ooo 
323. 439, 538 
437, 961, 893 
207, 958, 098 
379,981,500 

Percent of 
net worth 

15, 307, 790 
17,208,240 
17,444,790 
8, 138,855 

10,601,000 
8, 679,250 
5,805, 800 
5, 434,953 
7, 054,200 
6, 202,630 
4, 864,374 
3, 660,989 
4, 026,394 
4, 617,820 
3, 234,395 
4, 379,619 
2, 079,581 
3, 799,815 

Bank 

19. Union Bank, Los Angeles--------·-----------------·----
20. Franklin National Bank, New Yorf<----------·------------
21. First Pennsylvania Bank & Trust Co., Philadelphia ______ _ 
22. Republic National Bank, Dallas---------- ----------·-----
23. Cleveland Trust Co-----·-·------------ -----------------
24. South-first National BanL--- ---------·----------------25. Girard Trust Bank, Philadelphia ________________ . _______ _ 
26. First National Bank, Dallas ___________________________ • __ 

27. Philadelphia National Bank---- -----------------------·-28. Harris Trust and Savings Bank, Chicago _________________ _ 
29. National Bank of North America, New Yor\1 ______________ _ 
30. Detroit Bank and Trust Co----·-------------------------
31. Wachov a Bank & Trust Co. National Association, Winston-

Salem, N.C ______________ ------ ________ --------------
32. Bank of California, National Association, San Francisco ____ _ 
33. Manufacturers National Bank, Detroit_ __________________ _ 
34. Valley National Bank, Phoenix, Ariz.. ____________________ _ 
35. North Carolina National Bank , Chartotte _________________ _ 
36. Northern Trust Co., Chicago ____________________________ _ 

Net worth' 

208, 000, 000 
225,706,474 
246, 455, 000 
149, 457, 000 
270, 280, 422 
178, 519, 643 
204, 166, 197 
139, 704, 240 
207, 240, 588 
194, 649, 667 
201, 403, 000 
171, 887, 103 

175,937, 913 
118, sn,ooo 
154, 872, 000 
164, 202, 366 
148, 748, 308 
172, 275, 595 

Percent of 
net worth 

2, 080,000 
2, 257,065 
2, 464,550 
1, 494,570 
2, 702,804 
1, 785,196 
2, 041,662 
1, 397,042 
2,072,406 
1, 946,497 
2, 014,030 
1, 718,871 

J, 759,379 
1, 186, no 
1, 548,720 
1,642, 024 
1, 487,483 
1, 722,756 
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TABLE 2.-NET WORTH OF THE 100 LARGEST BANKS IN THE UNITED STATES BY DEPOSITS ! (DEC. 31, 1972)-Continued 

Bank 

37. First National Bank of Oregon, Portland _________________ _ 
38. United States National Bank of Oregon, Portland _________ _ 
39. Bank of New York--------- ----------------------------
40. fidelity Bank, Philadelphia ... ---------------------------
41. Citizens & Southern National Bank, Atlanta, Ga ___________ _ 
42. Pittsburgh National Bank _____ _________________________ _ 
43. National City Bank, Cleveland __________________________ _ 
44. Security National Bank, Hempstead, N.Y ------------------
45. Marine Midland Bank-Weston, Buffalo, N.V ______ ________ _ 
46. National Bank of Commerce, Seattle __________ _______ ___ _ 
47. First City National Bank, Houston ______ __ _______________ _ 
48. First Wisconsin National Bank, Milwaukee _______ _______ _ _ 
49. Texas Commerce Bank National Association, Houston ____ _ _ 
50. Connecticut Bank & Trust Co., Hartford ___________ _______ _ 
51. First National Bank of Arizona, Phoenix ______________ ___ _ 
52. Hartford National Bank & Trust Co., ConnecticuL-- --- -----
53. Central National Bank, Cleveland _______________________ _ 
54. first Union National Bank of North Carolina. Charlotte ____ _ 
55. Michigan National Bank, lansing _______________________ _ 
56. American Fletcher National Bank & TJ·ust Co., Indian-

apolis, lnd _______________ __ ________ ---- -------------
51. Industrial National Bank of Rhode Island, Providence _____ _ 
58. National Shawnut Bank, Boston __________ ______________ _ 
59. Maryland National Bank, Baltimore _____________________ _ 
60. Indiana National Bank, Indianapolis _______ ______________ _ 
61. Northwestern National Bank, Minneapolis, Minn __________ _ 
Q. Western Pennsylvania National Bank, Pittsburgh __________ _ 
63. Provident National Bank, Philadelphia_ ________________ _ 
64. Virginia National Bank, Norfolk _________________________ _ 
iS. State Street Bank & Trust Co., Boston __________________ _ 
66. First Western Bank & Trust Co., los Angeles _____________ _ 
fil. First National Bank, Minneapolis, Minn __________________ _ 
68. American National Bank & Tcust Co., Chicago ____________ _ 

I Data from the American Banker, Feb.13,1973. 

Net worth 2 

180, 512, 163 
166, 310, 280 
150, 407, 632 
155, 520, 882 
170, 291, 604 
172, 114, 285 
164, 322, 000 
126, 865, 000 
132, 281, 430 
90,257,523 

107, 850, 031 
105, 135, 965 
106, 521, 859 
95,017,737 

102, 170, 177 
91, 147, 143 

115, 493, 689 
109, 840, 597 
80,992,227 

70,434,174 
80,107,000 
84,339,676 

105, 096, 000 
89,093,651 
95,833,579 
83,511,849 
99,204,000 
97,200, 169 

102, 534, 613 
77,076,210 

110, 780, 319 
63,518,662 

Percent of 
net worth 

1, 805, 122 
1, 663, 103 
1, 504.076 
1, 555,209 
1, 702,916 
1, 721, 113 
1, 643,220 
1, 268,650 
1, 322,814 

902,575 
1, 078, 500 
1, 051,360 
1, 065,219 

950,177 
1, 021, 702 

911,471 
1, 154, 937 
1, 098,406 

809,922 

704,342 
801,070 
843,397 

1, 050,960 
890,937 
958,336 
835,118 
992,040 
972,002 

1, 025,346 
770,762 

1,107, 803 
635,187 

Bank 

69. First National Bank, Memphis, Tenn ___ ____ __ ____ ___ __ __ _ 
70. Mercantile Trust Co. National Association St. louis, Mo ___ _ _ 

n: ~ri'sr ~a0ti~~are3;~~~· ft~~a~t~a---~ = ==== ============ ========= 73. Manufacturers & Traders Trust Co .• Buffalo, N.V __________ _ 
74. First National State Bank of New Jersey, Newark _________ _ 
75. New England Merchants National Bank, Boston ___________ _ 
76. First National Bank, Miami__ ___________________________ _ 
77. Riggs National Bank, Washington, D.C ___________________ _ 
78. Union Planters National Bank, Memphis _________________ _ 
79. Union Commerce Bank, Cleveland ____________ __________ _ 
80. County Trust Co., White Plains, N.Y ____________________ _ _ 
81. Peoples Trust of New Jersey, Hackensack, NJ ____________ _ 
82. Ohio National Bank, Columbus _____ ____________________ _ 
83. National Commercial Bank and Trust Co., Albany, N.Y ____ _ 
84. Banco Popular de Puerto Rico, San Juan ______ ___________ _ 
85. lincoln First Bank of Rochester, Rochester, N.Y __________ _ 
86. First National Bank, St. Paul, Minn _____________________ _ 
87. United States National Bank, San Diego _________________ _ 
88. Bank of tile Commonwealth, DetroiL--------------------
89. Bank of the Southwest National Association, Houston_-----
90. American Security and Trust Co., Washington, D.C ________ _ 
91. First National Bank, St. louis, Mo _______________________ _ 
92. First & Merchants National Bank, R:chmond, Va __________ _ 
93. Society National Bank, Cleveland ________________________ _ 
94. Bank of Hawaii, Honolulu ___________________________ _ 
95. Michigan Bank National Association, DetroiL-------------
96. National Newark and Essex Bank, Newark, NJ _____________ _ 
97. First-Citizens Bank and TrustCo.,Sm1thfield,N.C __________ _ 
98. First National Bank, Birmingham, Ala_ ___________________ _ 
99. Equitable Trust Co., Baltimore, Md _______________________ _ 

100. Bank of Tokyo Trust Co., New York _______________________ _ 

2 Net worth ~mprised of capital, surplus and undivided profrts. 

Net worth: 

82,997,438 
130, 685, 864 
80,826.000 

106, 645, 763 
94,943,286 
82,139,428 
74,087,347 
75,056,892 
93,895,463 
76,921,281 
91, 092,422 
86,043,057 
76,940,000 
80,949,459 
68,564,200 
62,597,857 
71,899,474 
96,112,008 
61,027,645 
64,535,029 
81,606,989 
80,873, 181 
86,140,336 
69,681,007 
60,896,669 
62,192,789 
62,210,145 
69,696,844 
71,133,794 
70,749,254 
58,155,909 
52,807,045 

Percent of 
net worth 

829,974 
1, 306,859 

808,260 
1, 066,458 

949,433 
821,394 
740, 873 
750,569 
938,955 
769, 213 
910,924 
860,431 
769, 400 
809,495 
685,642 
625,979 
718, 995 
967, 121 
6Hl, 276 
645,350 
816,070 
808,732 
861,463 
696,810 
608,967 
621,928 
622,101 
696,968 
711,338 
707,493 
581,559 
528,mo 

TABLE 3.-AVERAGE NET WORTH OF INSURED COMMERCIAL BANKS BY AMOUNT OF DEPOSITS, DEC. 31, 1972 

[In thousands of dollars! 

Banks with deposits of-

1 million 2 million 5 million 10 million 25 million 50 million 100 million 500 million 
AD less than to to to to to to to to 1 binion 

banks 1 million 2 million 5million 10 million 25 million 50 million 100 million 500 million 1 billion or more 

95,948 881,687 2, 086, 148 5, 130,414 4, 359,466 3, 851,711 8,182, 583 5, 152,857 18,274,068 
471 2, 5fil 3,262 4,088 1, 608 738 532 96 72 

Totaf net worth •---------------------------- 48,022,582 7, 700 number of banks 2_________________________ 13,500 66 
----------------------------------------------------------------------------

Average net worth of commercial banks __ 3,557 117 204 343 640 1, 255 2,711 5,219 15,381 53,676 253,307 

1 Net worth is comprised of capital stock, surplus, undivided profits, and reserves for contingeo- Source: Federal Deposit Insurance Corporation. 
cies, and other capital resources. 

~ Insured commercial banks operating throughout 1972. 

Mr. BENNETr. Mr. President, I 
strongly urge the adoption of the bill as 
reported by the committee, and the re
jection of the amendment. I fear that 
the people who have put this amendment 
together have had their eyes on the big 
companies and thought what a wonderful 
idea it would be if we could get 1 per
cent of the net worth of some of the 
giant oil companies and banks; but in 
doing so, they require the com·t to assess 
no less than $50,000 as a penalty on every 
little merchant who is found in violation, 
because the bill does not say "maximum!' 
It says "the greater of $50,000 or 1 per 
centum of the net worth of the creditor." 

I hope the Senate will not impose that 
kind of burden on the little merchants 
in the United States. If it does, I am 
sure the courts will never enforce it. 

Mr. MOSS. Mr. President, the Senator 
feels that, for some reason, those who 
are proposing this amendment want to 
drive out of business, perhaps, some of 
the big corporations. As a matter of fact, 
this proposal is recommended by the 
Federal Reserve Board unanimously. I 
have never heard anyone before say the 
Federal Reserve Board is out to wreck 
the banking business or drive any of our 
big corporations out of business. 

I am afraid that the whole matter has 
been distorted. What we are talking 
about here, if Senators will refer to page 

CXIX--1603-Part 20 

20 of the bill, is the actual damage sus
tained as a result of this failure. 

In the case of a class action, where it 
is not a single individual it will be such 
amount-and I am on line 22 of page 
20-"such amount as the court may al
low, except that as to each member of 
the class no minimum recovery shall be 
applicable, and the total recovery in such 
action shall not be more than the lesser 
of $100,000 or 1 percent above the net 
worth of the creditor;" 

That is the actual damage suffered. If 
it does not come near these ceilings, we 
do not have to worry about it. However, 
in this bill where it says "not more than 
the iesser" that is the villain. It says 
"shall not be more than the lesser of 
$100,000 or 1 per centum of the net worth 
of the creditor;, 

That means that if we have a big cor
poration-and the Senator was citing 
Exxon-and they had a violation of the 
provision with respect to a whole class 
of people, the greatest amount the court 
could assess for that whole class of peo
ple would be $100,000. Maybe each would 
get $5 apiece of $1 apiece. 

This turns it around and says that the 
court when it assesses the penalty shall 
assess it within certain limits and cannot 
exeeed $50,000 under any circumstances 
except where the net worth of that cor
poration is a big one. Then the court can 
shift to 1 percent of the net worth. 

No corporation can suffer a penalty of 
more than 1 percent of their net worth, 
no matter how much the corporation is 
in violation. 

Mr. BROCK. Mr. President, will the 
Senator yield? 

Mr. MOSS. I will yield in a moment. 
On page 21 when we talk about how a 

com1i shall determine the amount of 
award in any class action, we say "the 
court shall consider, among other rele
vant factors, the amount of any actual 
damages awarded, the frequency and 
persistence of failures of compliance by 
the creditor, the resources of the credi
tor, the number of persons adversely af
fected, and the extent to which the cred
itor's failure of compliance was in ten
tional." 

This is all within the power of the 
court, the judge, to decide. He has to find 
that there is a violation and that there 
have been damages. He has to decided 
what the damages are, and he has cer
tain limits that he cannot exceed. 

Mr. BROCK. Mr. President, will the 
Senator yield? 

Mr. MOSS. I yield to the Senator from 
Tennessee. 

Mr. BROCK. Mr. President, I think 
that the Senator inadvertently misstated 
himself or I misunderstood him. He said 
that in no case under his amendment 
could the court award damages in excess 
of 1 percent of the networth. 
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Mr. MOSS. The Senator is correct. 
Mr. BROCK. That is not the way the 

Senator's amendment reads. The Sena
tor's amendment says "and the total re
covery in such action shall not be more 
than the greater of $50,000 or 1 per cen
tum of the net worth of the credi
tor;" 

So, if I have a little company that is 
worth $100,000, it would mean a fine of 
$50,000. 

The Senator should not have a dollar 
figure in there if the amendment is to 
mean what he says. That would be the 
only way to achieve the results stated 
by the Senator. 

A small company would be wiped out 
and bankrupt. There is no way in which 
they could survive that kind of judg
ment. 

Mr. MOSS. It says "the court shall 
consider, among other relevant factors, 
the amount of any actual damages 
awarded, the frequency and persistence 
of failures of compliance !>y the creditor, 
the resources of the creditor, the num
ber of persons adversely afl'ected, and the 
extent to which the creditor's compliance 
was intentional." 

So, if the Senator had a $100,000 cor
poration and the matter was presented to 
the judge, he would not pu .. him out of 
business in the first instance. Perhaps 
we have judges who are that unobserv
ing. However, that is the reason that we 
have appellate courts. However, basically 
we believe in the cou.rt system, and we 
believe that a court will find a fair judg
ment against a creditor to compensate 
the plaintifi. 

The only thing we are trying to talk 
about here is that if we put on a ceiling, 
it can never exceed $100,000. 

Mr. BROCK. Mr. President, if we have 
total faith in the courts, we would not 
have any ceiling there at all. We would 
say, "Fine them anything you want." 
However, I do not have total faith in 
the courts. I think that it is up to Con
gress to fix this penalty. 

We tried to compromise this matter 
within reasonable limits. However, I 
think that the Senatm· could get us into 
a situation in which we would be in 
trouble. We have a lot of good judges. 
There may be some that do not have the 
wisdom they should have. 

Mr. HASKELL. Mr. President, if the 
Senator from Utah would yield, are we 
talking al:.out the limiting of actual dam
ages or are we talking about penalties? 

Mr. MOSS. The Senator is correct. We 
are talking about the limit of actual dam
ages. And the total recovery cannot be 
more than 1 percent of the net worth of 
the creditor. 

Mr. HASKELL. Mr. President, for a 
point of clarification, if we are talking 
about the limit of actual damages, in my 
mind, it is one thing. If we are talking 
about a penalty, it is something entirely 
different. 

I am merely seeking clarification. 
Mr. PROXMIRE. Mr. President, if the 

Senator will yield, the Senator does have 
a good point. While there is no limit on 
actual damages, under the Truth in 
Lending Act, there are almost never any 
actual damages. The only efl'ective pen-

alty is the penalty to which the junior 
Senator from Utah addressed his amend
ment. 

How do we show damages on a dis
closure violation? It is virtually impos
sible. 

Mr. HASKELL. As a practical matter, 
we are talking about a penalty. 

Mr. PROXMIRE. The Senator is cor
rect. 

Mr. MOSS. Mr. President, the court 
would consider the actual damages and 
other things, the frequency and persist
ence of failures of compliance by the 
creditor, the resources of the creditor, 
the number of persons adversely afl'ected, 
and the extent to which the creditor's 
failw·e of compliance was intentional. 

Mr. President, I would be willing to 
yield back my time very shortly. I simply 
want to say that if my amendment is 
rejected and if we go back to the lan
guage in the bill now, it would mean that 
under no circumstances could any cor
poration be assessed a penalty greater 
than $100,000. If we visualize a viola
tion by a company such as Exxon, and 
that violation had spread all over the 
United States to anyone that had an Ex
xon card of one kind or another, and if it 
were proved that this was intentional, 
still the total assessment against that big 
corporation would be $100,000. That is 
not an adequate deterrent. 

However, if we turn it around the other 
way and say that it can be up to 1 per
cent of the net worth of that corpora
tion, then there is a real deterrent on 
that corporation to prevent a violation of 
the truth-in-lending law. 

Mr. President, I turn back, as I did be
fore, in citing the Federal Reserve Board, 
and point out that I had always thought 
the Federal Reserve Board were among 
the most careful and conservative people 
who served in the Government service. 
And when the Federal Reserve Board 
unanimously recommended the language 
of my amendment, it was quite persua
sive to me that it will not wreck our 
whole economic system. 

I think that we very well could follow 
that recommendation, and I urge the 
adoption of the amendment. 

Mr. PROXMIRE. Mr. President, will 
the Senator yield? 

Mr. MOSS. I yield to the Senator from 
Wisconsin. 

Mr. PROXMIRE. I commend the Sen
ator from Utah enthusiastically on his 
amendment. It is an excellent amend
ment. It is an absolutely vital amend
ment, if we are to have any efl'ective 
class action litigation under the Truth 
in Lending Act. 

The Senator makes two points that I 
think should be underlined. No. 1, 
this is what the Federal Reserve Board 
t·ecommends. The Federal Reserve Board 
has autholity to enforce this act under 
the truth in lending law. They have 
had experience with it. They have work-
ed with it for 4 years, and know what 
is needed to make it effective. They say 
there is need for the kind of provision 
the Senator proposes in his amendment. 

The second point which the Senator 
has made so well at the conclusion of 
his statement is, How silly can you get? 

A $100,000 penalty; what good would it 
do to assert a $100,000 penalty against 
Sears, Roebuck? Sears, Roebuck sells $11 
billion a year. The Bank of America has 
a net worth of $1.7 billion. One hun
dred thousand dollars is really chicken 
feed. To file suit in the case of these big 
giants, would be a complete waste of 
time; you would provide a penny or two 
to each injured party. 

Mr. President, I congratulate the Sen
ator from Utah on his amendment. I sug
gest that without it, we would have a 
toothless truth in lending law. 

Mr. BROCK. I yield myself 4 minutes. 
Mr. President, I believe the debate has 

reached its zenith. I am sure it is not 
the intent of the Senator from Wiscon
sin or the Senator from Utah, but this 
amendment to me represents the law
yers' gravy train of 1973. What fun they 
are going to have with this, taking on 
the fat cats and all the rest. If we put a 
1 percent figure out there, that is great 
bait for the attorneys to look at the 1 
percent that will get them the highest 
fee and allow the greatest .opportunity 
for public recognition. 

Sure, they are going after the big guys. 
Of course they are. That is where the 
money is. But is it where the problem 
is? No. No one has suggested that. As a 
matter of fact, the record of this legis
lation is that we have superlative com
pliance records on the part of most of 
the large creditors. The problem is with 
the people who are not able to comply 
because of limited stafi and capacity. 

This amendment will clobber the little 
guy and not achieve anything other than 
to make an awful lot of lawyers very 
rich who go after the big ones and ignore 
the problem that does exist in some areas 
with respect to small firms. It will be 
ignored, because there is too much to be 
made on the other side of the coin. 

Mr. PROXMIRE. Mr. President, will 
.the Senator yield? 

Mr. BROCK. I yield. 
Mr. PROXMIRE. Is it not true that 

under the present law, the limit is $100 
from each person who is suing as a 
minimum, to a maximum of $1,000? That 
means the total could go from $1 billion 
to $10 billion, under the present law. 

So what the Senator from Utah does 
and what the Federal Reserve Board 
would do would be to provide a limitation 
on present liability that is very substan
tial. But what the committee has done 
in the bill is to provide an utterly ridic
ulous limitation of $100,000 on a giant, 
which is peanuts and an insult to our in
telligence, and makes it inefl'ective to file 
a class-action suit. If you want to kill 
class action by subterfuge, vote no on 
Moss, that is what the committee 
bill does. If you want a responsible limit 
recommended by the Federal Reserve 
Board vote for this amendment. 

Mr. BROCK. In other words, what we 
are going to do is motivate the attorneys 
to go after the guys with the big reputa
tion and the big cash, regardless of 
whethe1· that is where the problem 
exists. 

In response to the Senator's question 
let me read again from the language of 
Judge Frankel in the Ratner case, which 
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was referred to by the senior Senator 
from Utah (Mr. BENNETT). Judge 
Frankel said: 

The allowance of thousands of minimum 
recoveries like plaintiff's would carry to an 
absurd and stultifying extreme the specific 
n.nd essentially inconsistent remedy Congress 
prescribed as the means of private enforce
ment. 

That has been accepted by virtually 
every court since that decision as being 
logical and right. I think it is.-I think 
it makes sense. The Senator would go 
back and build all over again all of the 
problems in the original bill, except that 
in this case we specifically authorize class 
action suits, and say, "Katie, bar the 
door, no more than 1 percent of the 
assets." 

So all they have to do is go after these 
guys that have all the money, and ignore 
the problem that exists with the smaller 
business. 

Frankly, I think the amendment is 
counterproductive. 

Mr. HART. Mr. President, today I wish 
to add my support to Senator Moss' 
amendment to the truth-in-lending 
bill, S. 2101. His amendment would 
change the limitations on maximum 
class action damages resulting from 
abuses in disclosure, billing practices, and 
discrimination. 

The bill suggests a maximum limit of 
$100,000 or 1 percent of the net worth, 
whichever is less. Senator Moss' amend
ment would change the maximum limit 
to $50,000 or 1 percent of the net worth, 
whichever is greater. 

Thus the maximum, suggested by Sen
ator Moss, would provide an economic 
incentive for compliance with the law. 
In short, it would give the consumer the 
necessary clout for dealing with a large 
corporation. 

The actual damages resulting from 
abuses of disclosure, billing practices, 
and discrimination are usually negligible 
or extremely difficult to prove. For that 
reason, we set up a minimum award of 
$100 for an individual action in our orig
inal act. But lawYers' fees and the costs 
of suits are such that the only truly ef
fective means of enforcing the sound 
provisions of this act is by class suits. 
Since the courts have refused to certify 
class suits under the Truth in Lending 
Act as it now stands, it is necessary to 
enact some limitation. But the limitation 
has to be realistic. 

A maximum of $100,000 is not realistic. 
To a small firm, or an individual, $100,000 
seems like an enormous sum. But to a 
large multimillion dollar bank, credit 
card company or chain store, this is 
chickenfeed. Their legal fees alone would 
cost more than that. The object in this 
type of class suit is not so much to com
pensate the injured party, but to give an 
economic incentive to companies for 
compliance with the law. 

The Federal Reserve Board, intimately 
familiar with the structure of the credit 
industry, recommended that the maxi
mum be set at the greater of $50,000 or 1 
percent of net worth. They emphasized 
"the prophylactic effect of the threat of 
class action exposure. That threat ele
vates a possible truth-in-lending law
suit from the ineffective nuisance cate-

gory to the type of suit which has enough 
sting in it to insure that management 
will strive with diligence to achieve the 
compliance.'' 

This limit does have teeth in it. It is 
obvious that few judges would actually 
award a sum totaling 1 pereent of the 
net worth of American Express, Bank of 
America, Montgomery Ward's, or Sears 
Roebuck. But he will have the discretion 
to award a sum which such institutions 
will feel and will have to justify to their 
stockholders. 

All the other laudatory provisions of 
the Truth-in-Lending Act, and the 
amendments we are considering here to
day, will be lost without a sanction. This 
amendment may seem technical at first 
glance, but in my view it represents the 
very heart of our whole endeavor to cor
rect credit abuses in this cmmtry. 

The equal credit opportunity section 
forbidding discrimination because of sex 
and marital status in credit decisions, is 
another important step forward. Some 
banks and credit card companies seem to 
have the view that the worth of money 
depends on the sex of the person who 
earns it. I cosponsored Senator BROCK's 
bill dealing with sex discrimination in 
credit practices, and I am delighted that 
the full Banking Committee accepted it. 

The changes made by the committee 
regarding the computation of :finance 
charges and minimum :finance charges 
are not in accord with my views. I am not 
convinced that small retailers need the 
protection of practices which I consider 
unfair. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MOSS. Mr. President, I am w1lling 
to yield back the remainder of my time. 
I just want to make one more comment, 
and then I will be prepared to vote. 

First, I ask for the yeas and nays on 
the amendment. 

The yeas and nays were o1·dered. 
Mr. MOSS. Mr. President, let me say 

one more thing about this $100,000 ceil
ing. Sears, Roebuck alone has 10 million 
customers. Suppose an action were 
brought against Sears, Roebuck, and lt 
was found that they had violated the 
truth in lending law as against all those 
customers. They would recover a penny 
apiece. That points out the futility of 
having a ceiling of $100,000. 

If you are dealing with a problem, and 
you have to acknowledge there is a prob
lem, there is a violation, there is some
thing the court can make a finding on, 
and then we are talking about where does 
the penalty go, well, for only a penny 
apiece for all of those people, Senators 
can see it is utterly ridiculous to retain 
the ceiling of $100,000. 

Therefore, I am willing to yield back 
the remainder of my time and proceed 
with the vote. 

Mr. BROCK. I yield back the remain
der of my time. 

The PRESIDING OFFICER. <Mr. Mc
CLuRE). All remaining time having been 
yielded back, the question is on agt·eelng 
to the amendment of the Senator from 
Utah <Mr. Moss) . On this question, the 
yeas and nays have been ordered, and 
the clerk will call the roll. 

The assistant legislative clerk called 
the roll. . 

Mr. ROBERT C. BYRD. I annou.."'ice 
that the Senator from Texas <Mr. BENT
SEN), the Senator from Nevada <Mr. 
CANNoN), the Senator from Alaska <Mr. 
GRAVEL), the Senator from South 
Dakota <Mr. McGovERN), the Senator 
from Rhode Island <Mr. PASTORE), and 
the Senator from Rhode Island (Mr. 
PELL) are necessarily absent. 

I further announce that the Senator 
from South Dakota (Mr. ABOUREZK) 1s 
absent on official business. 

I also announce that the Senator from 
Mississippi <Mr. STENNIS) is absent be
cause of illness. 

I further announce that, if present 
and voting, the Senator from Rhode Is
land <Mr. PASToRE) would vote "yea." 

Mr. GRIFFIN. I announce that the 
Senator from New Hampshire <Mr. CoT
TON) 1s absent because of illness. 

The Senator from Colorado <Mr. 
DOMINICK) is necessarily absent. 

The Senator from Massachusetts (Mr. 
BROOKE) is detained on official business. 

The result was announced-yeas 36, 
nays 53, as follows: 

[No. 319 Leg.] 
YEAS-36 

Bible Ha.thaway Mcmto~a 
Moss 
Muskie 
Nelson 
Proxmire 
Randolph 
Ribicotf 
Sax be 
Schweiker 
Stevenson 
Tunney 
Williams 

Biden Hughes 
Burdick Humphrey 
Byrd, Robert C. Jackson 
Case Javits 
Chiles Kennedy 
Church Magnuson 
Clark Mansfield 
Eagleton McGee 
Fulbriglrt Mcintyre 
Hart Metcalf 
Haskell Mondale 

Aiken 
Allen 
Baker 
Bartlett 
Bayh 
Beall 
Bellmon 
Bennett 
Brock 
Buckley 
Byrd, 

Harry F., Jr. 
Cook 
Cranston 
Curtis 
Dole 
Domenici 
Eastland 

NAYS-53 
Ervin McClure 
Fannin Nunn 
Fong Packwood 
Goldwa.ter Pearson 
Griffin Percy 
Gurney Roth 
Hansen Scott, Pa. 
Hartke Scott, Va. 
Hatfield Sparkman 
Helms Stafford 
Hollings stevens 
Hruska .Symington 
Huddleston Taft 
Inouye Talmadge 
Johnston Thurmond 
Long Tower 
Mathias Weicker 
McClellan Young 

NOT VOTING-11 
Abourezk 
Bentsen 
Brooke 
Cannon 

Cotton 
Dominick 
Gravel 
McGovern 

Pastore 
Pell 
Stennis 

So Mr. Moss' amendment (No. 343) 
was rejected. 

Mr. SPARKMAN. Mr. President, I 
move to reconsider the vote by which 
the amendment was rejected. 

Mr. BROCK. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The bill 
is open to iurther amendment. 

Mr. BROCK. Mr. President, I have four 
technical amendments; and, for the in
formation of the Senate, I do not believe 
there will be any request for a record 
vote on final passage. 

Before I offer the amendments, to 
which there 1s general agreement, I 
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should like to pay my respects to the 
committee and to the chairman of the 
committee for his usual graciousness and 
courtesy to the members. The Senator 
from Alabama has demonstrated again 
his ability and his integrity and his com
mitment to full participation on the part 
of members. 

I think we have an excellent bill. If I 
can point out one achievement of the bill 
that is significant above all others, it is 
that this bill, for the first time, really 
effectively deals specifically with the 
problem of credit discrimination against 
women and deals with it in a manner 
that is cogent and to the point, and I 
think it will resolve the basic problem in 
many ways. I express my thanks to my 
colleagues for supporting that particular 
title m, which Senator WILLIAMS and I 
cosponsored. 

Mr. President, I have four technical 
amendments at the· desk which I ask 
unanimous consent to have considered 
en bloc. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
is so ordered. 

The amendments will be stated. 
The legislative clerk read the amend

ments, as follows: 
On page 3, delete the last sentence on lines 

1-4 and substitute the following sentence: 
"With respect to each of 2 billing cycles 

per year, at semiannual intervals, the creditor 
shall transmit such statement to each ob
ligor to whom the creditor is required to 
transmit a statement pursuant to section 
127 (b) for such billing cycle." · 

On page 17, line 10, insert the following: 
Delete the phrase "is stated in the ad

vertisement" and substitute therefor the 
phrase "is imposed". 

On page 23, strike out lines 10 and 11, 
and insert in lieu thereof the following: 

"The exemption provided by section 104 
( 1) does not apply to the provisions of sec
tions 132, 133, and 134, except that a card 
issuer and a business or other organization 
which provides credit cards issued by the 
same card issuer to ten or more of its em
ployees may by contract agree as to liability 
of the business or other organization with 
respect to unauthorized use of such credit 
cards without regard to the provisions of 
section 133, but in no case may such business 
or other organization or card iss"Qer impose 
liability upon any employee with respect to 
unauthorized use of such a credit card ex
cept in accordance with and subject to the 
·limitations of section 133." 

on·page 27, after line 12, insert the follow
ing new section: 

SEc. 216. Disclosure by ca.rd issuers. 
Section 127 of the Trutll in Lending Act 

(15 U.S.C. 1637) is amended by adding the 
following new subsection: 

" (d) Card issuers who also engage in other 
than open-end credit transactions shall not 
be required to make disclosures required by 
this section with respect to such trans-
actions." -

Renumber succeeding sections in title II. 

The PRESIDING OFFICER. Do Sena
tors yield back their time on the amend
ments? 

Mr. 13ROCK. I yield back my time. 
. Mr: SPARKMAN. I yield back my time. 

The PRESIDING OFFICER. All time 
on the amendments has been yielded 
back.- · ·- · 

The question is on agreeing to the 
amendments· en bloc. 

The amendments were agreed to. 

The PRESIDING OFFICER. The bill 
is open to further amendment. If there 
be no further amendment to be proposed, 
the question is on the engrossment and 
third reading of the bill. 

The bill was ordered to be engrossed 
for a third reading and was read the 
third time. 

Mr. DOMINICK. Mr. President, on a 
previous occasion I voiced my strong 
support and intentions to vote for S. 
2101-amending the Truth in Lending 
Act-and urged that my colleagues do 
the same. I commend them on the pass
age of this worthy piece of legislation. 

The passage of this bill will prohibit 
unfair credit billing practices, improve 
the administration of the Truth in Lend
ing Act, and prohibit discrimination in 
consumer credit transactions because of 
sex or marital status. The provisions to 
eliminate discrimination on the basis of 
sex or marital status in credit transac
tions stem from legislation introduced 
earlier in the year by the distinguished 
Senator from Tennessee <Senator 
BRocK). I was honored to have been a 
cosponsor of that bill and I am pleased 
that its main features were included in 
S. 2101 so as to insure a timely enact
ment into law. 

Mr. MATHIAS. Mr. President, I rise 
today to express my strong support for 
title III of the Truth in Lending Act 
amendments, prohibiting discrimination 
in credit transactions on the basis of sex 
or marital status. Guaranteeing the eco
nomic rights of women is an area of leg
islation that has too long been ignored. 
I am very pleased that the Comritittee on 
Banking, Housing and Urban Affairs has 
addressed this area and commend the 
members of the committee for their ef
forts. 

The Banking Committee has substan
tiated the findings of the National Com
mission on Consumer Finance which 
held hearings last summer on the ques
tion of unfair credit practices for women. 
Hearings before both groups established 
that women experience substantial dis
cririrlnation in applying for credit. 
Among the findings are: 

Single women have more trouble ob
taining credit than single men; · 

Creditors are often unwilling to extend 
ci·edit to a married woman in her own 
name; 

Creditors usually required a single 
woman who has been extended credit to 
reapply for credit, usually in her hus
band's name, when she marries-men 
generally do not have to reapply; 

Women who are divorced or wid
owed encounter difficulties reestablishing 
credit·. · 

Mr. President, there are startling facts. 
The inequities are glaring, and the hard
ships faced by women are entirely un.:. 
justified. We are living in a credit so
ciety." The vast majority of our popuia_. 
tion must secure a loan to finance a new 
car, a new home, and most other major 
purchases-11.5 percent of the hea.<ts o~ 
families in this country are women. To 
discriminate against women in applica
tions for retail "credit, mortgages; bank 
loans, is not only unfair, but harmful to 
our economy and our family life. 

There has been, however, some prog
ress in this field in recent months. Next 
year, for example, Manhattan will note 
the opening of the First Women·s ·Bank 
and Trust Co., desigiled to serve the spe
cial needs of women. In a June 1 article 
in the Christian Science Monitor, the 
bank's acting coordinator, Ellen Preiss 
stated its purposes: 

The bank is going to focus on women's 
special financial needs, which other banks 
have not done. We're going to make sure that 
women get equal treatment in terms of credit, 
which other banks have neglected because of 
their attitudes and myths about women
specifically that they're not . serious about 
business and that they're poor credit risks. 

In addition, the National Bank Ameli
card this year dropped its requirement 
that member banks request all appli
cants· to submit financial information 
about their spouses and to permit single 
women to retain their accounts after 
they marry. 

The First National City Bank of New 
York has named a woman to its credit 
division and will now accept alimony and 
welfare income as proof of ability to 
repay a loan. But we have a long way to 
go. Only legislative action at the Federal 
level will start to correct today's credit 
inequities. 

The Commission and the committee 
determined that many of the bases for 
discrimination against women by credi
tors are totally unfounded. Today women 
are no less likely than men to remain 
employed over extended periods of time, 
and there is virtually no sound reaso·n 
why women should be underrated as 
credit risks. The economic status of 
women has changed considerably over 
the past two decades-40 percent of all 
wage earners in the country are women
a one-third increase from their numbers 
in 1951. It follows, then, that women 
should be entitled to the same credit 
benefits as men when they meet the same 
standard criteria. 

Mr. President, the provisions of title 
III of the Truth in Lending Act amend
ments seek to end discrimination based 
on sex or marital status in connection 
with credit transactions. This measure 
does not dictate to lending institutions 
the terms upon which credit may be 
granted. Rather, the bill is designed to 
ensure that credit applications are 
treated individually on the basis of the 
merits of the applicant. Creditors are free 
to determine standards by which to judge 
such applicants. 

I encourage my colleagues to be re
sponsive to the needs of 53 percent of 
our population by extending equal credit 
opportunity to women. 

Mr. BELLMON. Mr. President, in an 
economy which is increasingly depend
ent on credit, it is unfair and unjust to 
deny any segment of the population equal 
treatment under the law. The necessity 
of. legislation to correct this problem has 
been clearly documented in the findings 
of the Natioanl Commission .on Consum
er ~inance and is increasingly .a matter 
of public concern. Because of this need, 
I Jntroduced S. 2084, a bill tp_ prohibit 
discrimination against individuals seek
ing: credit on account of sex or marital 
status. While the committee bill differs 
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from S. 2084 in several technical re
spects, it reaches the same problem, that 
is to protect the lights of women and 
single people in obtaining credit. 

I would urge the Senate to adopt this 
provision and extend the same rights to 
credit worthy women and credit worthy 
single people so as to give them the same 
benefits and rights currently enjoyed by 
other segments of our society. The com
mittee is to be congratulated for acting 
to solve this problem in such an astute 
manner. It is now the time for the Senate 
to act accordingly. 

USE OF CASH DISCOUNTS 

Mr. CRANSTON. Mr. President, sec
tion 167 will prevent action by card is
suers to prevent merchants from impos
ing a di1Ierential between a merchant's 
"cash" prtce and his card. price. It is not 
at all clear that such differentials should 
be allowed; card transactions . allow a 
merchant to increase his volume at re
duced per-unit costs, producing savings 
for all customers. Similariy, there are 
cost elements to the merchant attrtb
utable only to cash customers, such as 
cash registers, counting cash, safeguard
ing cash, risk of theft. 
· The committee has decided nonethe
less that differentials should be permit
ted, therefore card issuers are faced with 
two problems arising from the fact that 
the sales slips they receive from the 
merchants will contain only the charge 
card prtce, and there is no way to require 
accurate disclosure by the merchant to 
the card issuer of the "cash" price in 
effect at the time of the card sale. The 
first problem arises under truth in lend
ing; the di1Ierential itself seems to be a 
finance-charge that the card issuer would 
be unable to disclose, not knowing what 
it was, and the unknown cash price would 
'appear to be the base to which the card· 
issuer's periodic rate or annual rate 
. should be applied to compute· the finance . 
charge. Section 167 at present deals with 
only part of the former aspect of this 
problem, by making discounts up to 5 per
cent not a part of the finar_ce charge. It 
provides no comfort where a gt·eater dif
ferential exists, and provides no help 
at all to card issuers who wish to know 
what the actual base is against which 
their finance charge rates should be ap
plied. 

The second problem, a similar one, 
arises under State usury laws. The cash/ 
charge card differential may well be in
terest in many States, and the unknown 
cash price may be the base against which 
interest rates should be applied. If a 
creditor is using the maximum interest 
rate but is applying it . against a charge
card plice that is higher than the c~sh 
price, the interest charge will exceed the 
·maximm:n interest allowable against the 
lower · cash p1ice. UsurY law violations · 
·are di1Ierent fro:n State to State and are 
thus a very real problem. 

The card issuer faces related problems 
of being unable to comply with the dis
closure requirements of truth in lending. 

I hope that the House will work on 
alternatives with respect to the di:fficul

. ties that have arisen under section 167 
with regpect to the problems faced by the 
cardholder when the differential is more 

than 5 percent and as to the disclosure 
. requirements under the truth in lending 
law. 
EQUAL FINANCIAL OPPORTUNITIES FOR WOMEN 

Mr. STEVENS. Mr. President, I am 
very pleased to cosponsor with the dis
tinguished Senator from Tennessee <Mr. 
BROCK) S. 1604 and S. 1605. S. 1604 
amends the Fair Housing Amendments 
to prohibit discrimination on the basis 
of sex against individuals applying for 
housing. S. 1605 amends the Truth in 
Lending Act to prohibit discrimination 
on the basis of sex or marital status 
against individuals seeking credit. 

Many women, single and married, de
pend on their income for the livelihood 
of themselves and their families. While 
credit is not a right and may be refused 
for cause, the equality of access to credit 
and housing should not be denied on the 
basis of sex and should be guaranteed 
by the Federal Government. 

I note from the Senator from Tennes
see's introductory statement that 40 per
cent of the labor force are women who 
are the sole support of their famiiles. In 
many cases the credit standing of a work
ing wife is taken into account in gt·anting 
credit to the entire family. If the wife 
is the victim of discrimination, so is 
the family. 

These bills will benefit not only these 
families themselves, but also, ultimately, 
the entire business community. Addi
tional income will be generated. Con
struction will increase. More consumer 
goods will be produced as a result of this 
legislation. I do not believe I am overly 
optimistic when I say that these bills will 
pe1·meate throughout .the economy. These 
bills remove traditional shackles of dis
crimination , and requi;re that credit be 
gt·anted-or denied-only on the basis of 
individual financial stability. Credit 
gt·anting institutions will be required to 
evaluate each applicant individually and 
not on the basis of sex or marital status. 

Most importantly, by enacting this leg
islation, the United States will take an 
important step forward as a leader in this 
area of civil rights. This legislation will 
serve as an example for other nations. 
Women everywhere will be able to twn 
to this legislation as an example in their 
fight for equal rights. 

This legislation will not impose any ad
ditional disability upon women. It will 
not requil·e that they become cosigners 
of any notes or mortgages. It does, how
ever, assume that if they do become le
gally liable, they will come under the 
same legal obligation as men to repay the 
loan under the contractual terms of. the 
instrument. 
. s. 1604 and S. 1605 will cast women into 
a central role in the American economy. 
Both bills reaffirm Congress trust and 
confidence in the ladies of this ·country. 
I hope that the Senate Banking Commit
tee acts upon S. 1604 speedily. Both bills 
are in the very finest tradition of 
America. 

I am pleased to note that S. 1605 was 
incorporated into S. 2101. I urge my col
leagues to support this provision of 
s. 2101. 

I request unanimous consent to place 
in the R-ECORD at this point an article 

that appeared in the Washington Post . 
last February 24 describing the plight of . 
one Arlington, Va., couple. S. 1604 will, 
hopefully, avoid the repetition of inci
dents of this type. 
: There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 

WIFE SAYS LOAN TIED TO No-CHILD Vow 
(By Jay Mathews) 

An Arlington woman has complained to 
~ederal officials that a Falls Church mortgage 
company made her promise to remain child
less by means of birth control, abortion or a 
vasectomy on her husband before approving 
her home loan application. 

. The mortgage company officer involved de
nied yesterday he required the promise of an 
abortion or vasectomy but said he asked for 
evidence she was practicing birth control to 
assure she would not lose her $11,000-a-year 
job as magazine editor. 

The Veterans' Administration is now in
vestigating Carol K. Lewicke's charge that · 
the Floyd E. Davis Mortgage Corp. officer re- · 
quired the signed statement from her because 
her ·husband's income as a Navy enlisted man 
wasn't enough to cover the loan. 

Loan application statements on child
bearing plans required of married female 
applicants by mortgage companies are com
mon enough for VA officials to have dubbed 
them "pill letters" or "bat..y letters." 
' "We would just as soon they not submit 
these damned statements to us," one VA loan 
official said. 

Mortgage lenders in the area say the prac
tice is not uncommon-particularly with 
young women who have recently married
but they say it is an improvement over days 
when many lenders refused to base loans on 
the incomes of any man·ied women under 30. 

National women's groups, also investigat
ing Mrs. Lewicke's complaint, have charged 
in recent years that mortgage lenders often 
~efuse to take a working wife's income into 
account or make it more d11Hcult to obtain a mortgage based on her income rather than 
her husband's. 
. In a December statement submitted to the . 
Federal Deposit Insurance Corporation, three .. 
large women's rights groups said, "A most 
specious byproduct of the creditor's morbid 
fear of uncontrolled pregnancy (is) the 
solicitation and use by lenders of statements 
concerning the birth control practices of a 
married woman applicant." 
. "The whole thing was just unreal," said 
~Irs. Lewicke, 26, an assistant editor for En
vironmental Science and Technology Maga
zine, in an interview yesterday, "I didn't be
lleve that something like this could happen 
in this country." 

"I've just about had it with Mrs. Lewlcke 
and her emotional problems," said Leon A. 
Graybill, vice president of Davis Mortgage 
and the man who granted the VA-approved 
loan. He said he only sought simple assur
ances that Mrs. Lewicke's income would be a 
"normal and continuing part of the family 
income." 

Instead, he said, she wanted to promise 
she would ge_t an abortion if she became 
pregnant or her husband would get a vasec
tomy if she stopped taking birth control pllls. 
- Graybill said he filed away the Lewicke's 
notarized statement concerning. abortion 
and vasectomy with the notation "do not 
use" ·written on them. He said he sent the 
loan application to the VA with a letter from 
Mrs. Lewicke's gynecologist that she was 
practicing birth control and '\Vas unlikely to 
become pregnant because she only ovulated 
three times a year. 

Graybill and other mortgage lenders said 
an applicant's statement that she is practic
ing birth control is not legally bindi.Bg and 
is only a guide for a lender in making his 
decision to lend. Even 1f Mrs. Lewicke has a 

. 
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child, no action can be taken against her as 
long .as she and her husband_ keep up the 
$213 a month mortgage payp1ents, Grayblll 
said. 

The Lewickes have· been living in · their 
$27,000, brick, two-bedroom house at 1833 
George Mason Dr. since last summer. They 
said yesterday that once the loan was ap
proved and Mrs. Lewicke told Grayblll she 
planned to complain to federal otncials, 
Graybill began to deny he had insisted on 
the statements regarding abortion and 
vasectomy. · 

"It was a pretty raw deal," said Martin A. 
Lewicke, a petty otncer 2d class in the Navy. 
"But wanting the house as badly as we did, 
we had to go along with what the man said." 

Graybill said it ts common practice for 
mortgage lenders to ask for assurances from 
a young, married woman applicant that she 
is practicing birth control or intends to con
tinue working even if she has children. 
· .. We are in business to lend money at a 

profit," Graybill said. If a baby comes, he 
said, "the husband does not go home and 
take care of the chilltren . . . If her income 
stopped, they would not be able to make 
payments," because her husband makes only 
about $6,000 a year. 

If a woman has held a job steadily for 
several years, and has been married about 
as long, she will often qualify for a mort
gage loan without special statements, no 
matter if she has children or not, Garybill 
said. 

He said he considered the loan to the 
Lewickes "marginal" because they had only 
been married four months He said mortgage 
lenders found young couples often separated 
after a short period of marriage and then 
could not meet mortgage payments. 
EQUAL CREDIT OPPORTUNITY PROVISIONS OF FAIR 

CREDIT BILLING ACT 

Mr. WILLIAMS. Mr. President, the 
Committee on Banking, Housing and 
Urban Affairs has reported out S. 2101, 
the Fair Credit Billing Act which con
tains a provision to prohibit discrimina
tion based on sex or marital status by 
creditors and credit card companies. I 
am particularly pleased that this provi
sion was included when tl:e committee 
adopted an amendment sponsored by 
Senators BROCK, PROXMIRE, and inyself. 
This amendment was very similar to S. 
867, the "Equal Credit Opportunities 
Act," which I int!'oduced e&rlier this 
year. 

There is no doubt that discrimination 
against women occurs in. all types of 
credit transaction&. ThiE fact was well 
documented by witnt.ss~ who appeared 
before the National Commission on Con
sumer Finance, which held hearings on 
the problem last year. It is time the Con
gress· takes a legislative initia.tive with 
the goal of ending this serious protlem. 

Discrimination against women limits 
thei,r access to credit cards, their capacity 
to purchase. homes or improve those 
homes and their ability to buy a business 
or purchase an automobile. There are 6 
million families in America whose head 
of household, a woman, is the object of 
discrimination. And in a Nation where 
consumer credit is a way of life, it is 
untenable that these families should not 
have an equal opportunity to use the 
credit principle, which can enable them, 
with intelligent use, to meet emergency 
situations, to manage money better, and 
provide a higher standard ·of living. ·Be
cause of sex discrimination' in employ
ment, many of these womer.. make little 
money, and the ability, for example, to 

purchase school clothing- for their chil
dren during saled or at the beginning >f 
the school year, and then to spread the 
payments for these ·necessities over a 
long period of time, is not only usefu... but 
can. be essential. 

A number of cases have been cited in 
which a young wife has been asked by a 
mortgage lender to provide an affidavit 
of sterility, or a letter fron_ her docto:: 
attesting to the fact that she uses birth 
control, before the lender "Will count her 
ss.lary as well as her husba:>.d's in his 
decision on whether or not to grant them 
a mortgage. Divorced and widowed 
women have a most difficult time arrang
ing credit in their own names, as the 
credit of a man and wife are often con
sidered to his credit, not hers, and a 
woman who has handled the family fi
nances and paid the biu for many years 
may find, upon divorce, that she is 
treated as though she has no credit 
worthiness whatsoever. 

All too often, the reason why creditors 
differentiate in their treatment of men 
and women applying for credit is based 
on traditional, stereotyped notions of 
woman's role and lifestyle. Although the 
National Commission on Consumer Fi
nance held hearings last May; and the 
Joint Economic Committee has just 
heard testimony on the problem, there 
seems to be no evidence of studies which 
indicate that women are poorer credit 
risks than men. On the contrary, stud
ies done on the issue in the past 20 years, 
and there have been only a few, conclude 
that women are, in fact, better credit 
risks than men or that sex is not a valid 
determinant of creditworthiness. A re
cent study, cited Thursday in the Joint 
Economic Committee hearngs, is the 1970 
study of the National Bureau of Eco
nomic Research, entitled "Home Mort
gage Delinquency and Forclosure." It 
found no demonstrable relationship be
tween marital status and mortgage loan 
risk. 

Witnesses representing the Center for 
Women Policy Studies, which has been 
given a $40,000 Ford Foundation grant 
to study the credt problems of women, 
testified Thursday: 

While our investigation of the economic 
justification for sex discrimination in credit 
practices is not yet complete, preliminary 
results lead us to believe that there is no 
justification for dealing with men and women 
differently in credit matters. 

If there is no economic justification for 
this discrimination, and it is clear that 
credit discrimination works hardship on 
millions of -American women, then we 
have the obligation to take the necessary 
legislative steps to eliminate discrimina
tion based on sex or marital status in 
credit transactions. I ask my colleagues 
in the Senate to join the 42 cosponsors 
of bills to eliminate credit discrimination 
based on sex and marital status. We 
must end the absurd system which sub
jects women to these demeaning stand
ards. 

Mr. HUDDLESTON. Mr. President, l 
am pleased to support S. 2101, which 
amends the existing Trutll-in-Lending 
Act. The original truth-in-lending legis-: 
lation represented a landmark in proYid
ing information on credit terms to con-

sumers. For the first time, it required 
that customers be fully advised of the 
annual interest rate they would be pay
ing on credit purchases. 

Today's legislation seeks to ·move to
ward additional protection of the con
sumer in utilization of credit. There is 
perhaps_ no more frustrating experience 
than for a consumer to be incorrectly 
billed only to discover that his main re
course is continuing and unsatisfactory 
correspondence with a computer. No one 
likes to correspond with a machine. And; 
the situation is particularly disturbing 
when the machine fails to reflect cor
respondence or respond to it. We have 
heard case after case of consumers being 
billed for the shoes they · did not buy: 
for the washer which arrived with a 
leak; or for the dress which was returned. 
All too often the only thing the consumer 
can do is undertake a persistent, patient, 
and lengthy campaign of letter writing, 
telephone calls, taping over the computer 
holes in the bill or cutting additional 
ones; pay the bill even though he does 
not owe it; or take the chance of having 
a bad reference filed with a credit bureau. 
Obviously, none of these alternatives are 
:very attractive-or very fair to the con
sumer. 

Title I of this legislation seeks to 
eliminate such possibilities and replace 
them with a workable system not overly 
burdensome on ~usiness, ~u_t respon~ive 
to consumer needs. {Jnder it, companies 
would have to r~spond within 30 days to 
a consumer billing complaint and ·the 
matter would have to be resolved Within, 
90 days, either through correction of the 
bill or an explanation of why the orig..: 
inal bill is correct. During the period of 
resolution, companies could not send 
dunning 1etters, threaten the consumer 
with a bad credit report or take other 
action to collect the disputed bill. If 
after the 90-day period the bill is still 
in dispute, the creditor may not report 
the matter to a credit .agency unless he 
advises the consumer and unless he noti
fies the agency that the amount is in 
dispute. Creditors must notify the 
agency of any subsequent resolution of 
the bill. Failure to do so would res~t 
in the company's forfeiture of the 
amoun~ in dispute up to $50. 

This is, in my opinion, a straightfo.t;"
ward and realistic approach to perhaps 
the most aggravating consumer problem 
today. It will assure customers of atten
tion to their billing complaints. It will 
not place ·undue reqUirements upon 
creditors. It will elimmate consumer 
harassment by computers and mail. It 
will limit the threat and use of adverse 
credit reports as a means of intimidat~ 
ing customers. 

My commitment to consumer protec
tion is a longstanding one, going back 
to my days in the Kentucky General As
sembly. In my view, the pending legisla-
tion represents those expanding types of 
measures which the experiences of our 
people have, in recent months and years, 
continuously proved necessary. As such, 
I support this legislation and hope that 
it will find its way to prompt enactment. 

Mr. JAC~ON. Mr,. Presid~nt, _I ask 
for the yeas and nays on final passage. 

The yeas and nays were ordered. 
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The PRESIDING OFFICER. Do. Sen

ators yield. back the· remainder of their 
time? 

Mr. SPARKMAN. I yield back the I·e
mainder of my time. 

Mr. BROCK. I yield back the re
mainder of my time. 

The PRESIDING OFFICER. All time 
·has been yielded back. 

The bill having been read the third 
time, the question is, Shall it pass? On 
this question the yeas and nays have 
been ordered, and the clerk will call the 
roll. · 

The legislative clerk called the roll. 
Mr. ROBERT C. BYRD. I announce 

that the Senator from Texas <Mr. BENT
SEN), . the Senator from Nevada <Mr. 
CANNON), the Senator from Alaska <Mr. 
GRAVEL), and the Senator from South 
Dakota <Mr. McGovERN) are necessarily 
absent. · . · 

I further. announce tnat the Senator 
from South Dakota <Mr. ABouREZK) is 
absent on official business. 

I also announce that the Senator from 
Mississippi (Mr. STENNIS) is absent be
cause of illness. 

I further announce that, if present 
and voting, the Senator from South 
Dakota <Mr. ABOUREZK) and the Senator 
from Alaska (Mr. GRAVEL) would each 
vote "yea." 

Mr. GRIFFIN. I announce that the Sen
ator from New Hampshire (Mr. CoTTON) 
1s absent because of illness. 

The Senator from Colorado (Mr. 
DoMINICK) and the Senator from Alaska 
(Mr. STEVENS) are necessarily absent~ · 

The· Senator.· from Massachusetts (Mr. · 
BROOKE) 1s detained on· official business. 

The result was announced-yeas 90, 
nays 0, as follows: 

{No. 320 Leg.] 
.. YE.As-90 

Aiken Goldwater 
Allen Grifiln 
Baker Gurney 
Bartlett Hansen 
Bayh Hart 
Beall Hartke 
Bellman Haskell 
Bennett Hatfield 
Bible Hathaway 
Biden Helms 
Brock Hollings 
Buckley Hruska 
Burdick Huddleston 
Byrd, Hughes 

Harry F., Jr. Humphrey 
Byrd, Robert C. Inouye 
Case Jackson 
Chiles Javits 
Chur-ch Johnston 
Clark Kennedy 
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So the bill <S. 2101) was passed, as fol
lows: 

s. 2101 
·An act .to amend the Truth in Lending Act 

to protect consumers against inaccurate 
and unfair billing practices, and for other 
purposes 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Truth in Lending 
Act Amendments of 1973". · 

TITLE I-FAIR CREDIT BILLING 
§ 101. Short title 

This title may be cited as the "Fair Credit 
Billing Act". 
§ 102. Declaration of purpose 

The last sentence of section 102 o! the 
Truth in Lending Act (15 U.S.C. 1601) is 
amended by striking out the period and in
serting in lieu thereof a co.mma and the 
following: "and to protect the consumer 
against inaccurate and unfair credit billing 
and credit card practices." 
§ 103. Definitioil,s of creditor and open end 

credit plan 
· · (a) The first sentence of section 103(f) of 
the Truth in Lending Act (15 U.S.C.-1602(:t')) 
is ·amended to read as follows: "The term 
'creditor' refers only to creditors who are card 
issuers, or who · regularly extend, or arrange 
for the extension of, credit which is payable 
by agreement in more than four installments 
or for which the payment of a finance charge 
is or may be required, whether in connection 
with loans, sales of property or services, or 
otherwise." 

(b) Section 103(i) of such Act (15 U.S.C. 
1602(i)) is amended to read as follows: 

"(i) The term 'open end credit plan' refers 
to a plan prescribing the terms of credit 
transactions which may be made thereunder 
from time to time and under the terms of 
which either a finance charge may be com
puted on the outstanding unpaid, balance 
·from time to tiine thereunder; .or a credit 
card is issued." . · 
§ 104. Disclosure of fair credit billing rights 

(a) Section ~27(a) of t}?.e Truth in Lending · 
Act (15 U.S.C. 1637(a)) is amended by aqd
ing at the end" thereof a ' ne~ paragraph as 
follows: 

"(8) A statement, iii a form prescribed by 
regulations of the Board, of the protection 
provided by sections 161 and 170 to an obligor 
and the creditor's responsibilities under sec
tions 162 and 170. With respect to each ·of 
two billing cycles per year, at semiannual 
intervals, the creditor shall transmit such 
statement to each obliger to whom the credi
tor is required to transmit a statement pur
suant to section 127(b) for such billing 
cycle." 

(b) Section 127(c) of the Truth in Lend
log Act (15 U.S.C. 1637(c)) is amended to 
read: 

"(c) In the case of any existing account 
under an open end consumer credit plan hav
ing. an o:uts~nding bal~;Wce Qf ~ore than $1 
at or after the close of the ~reditor's first 
full billing cycl~ under the plan. after the 
effective date of subsection (a) or any 
amendments thereto, the items described in 
subsection (a), to the extent applicable and 
not previously disclosed, shall be disclosed in 
a notice mailed or delivered to the obligor 
not later than the time of mailing the next 
statement required by subsection (b)." 
§ 105. Disclosure of billing contact 

Section 127(b) of the Truth in Lending 
A~t (15 U.S.C. 1637(b)) is amended by add~ 
ing at the end thereof a new paragraph as 
:follows: 

"(11) The address to be used by the credi
tor for the purpose of receiving billing in
quiries from the obligor." 

§ 106. Billing practices 
. The Truth in Lending Act ·(15 ·u.s.c. 1601-

. 1665) is amended by adding at the end thel·e
of a new chapter as follows: 

"Chapter 4-CREDIT BILLING 
"Sec. 
"161. Correction of billing errors. 
"162. Regulation of credit reports. 
"163. Length of billing period. 
"164. Prompt crediting of payments. 
"165. Crediting excess payments. 
"166. Prompt notification of returns. 
"167. Use of cash discounts. 
"168. Prohibition of tie-in services. 
"169. Prohibition of offsets. 
"170. Rights of credit card customers. 
"171. Relation to State laws. 
"§ 161. Correction of billing errors 

"(a) If a creditor, within sixty days after 
having transmitted to an obligor a c:otatement 
of the obligor's account in connection with 
an extension of consumer credit, receives at 
the address disclosed under section 127(b) 
( 11) a written notice (other than notice on 
a pajment stub or other payment medium 
supplied by the· creditor if the creditor so ' 

, stipulates with the discloSure required un"' 
der section 127(a) (8)) from the obligor in 
which the obligor-

.. ( 1) sets forth or otncrwise enables the 
creditor to identify the name and account 
number (if any) of the obligor, 

"(2) indicates the obligor's belief that the 
statement contains a billing error and the 
amount of such billing error, and 

"(3) sets forth reasons for the obligor's 
belief (to the extent applicable) that. the 
statement contains a bllling error, 
the creditor shall, unless the obligor has, 
after giving such written notice and before 
the expiration of the time limits herein 
specified, agreed that the statement was 
correct-

.. (A) not later than thirty days after re
ceipt· of the notice, send a written acknowl
edgement thereof to the obligor; unless the 
action required in subparagraph (B) ls 
taken within such thirty-day period, and ... 
· "(B) not later than two complete billiilg 
cycles of the creditor (in no event later than 
ninety days) after the receipt of the notice . 
and prior to taking any action to collect the · 
·amount, or any part thereof, indicated by 
the obligor under paragraph (2) either-

.. (i) make appropriate corrections in the 
account of the obligor, including the cred
iting of any finance charges on amounts 
erroneously billed, and transmit to the 
obligor a notification of such corrections and 
the creditor's explanation of any change in 
the amount indicated by the obligor under 
paragraph (2) and, if any such change is 
made and the obligor so requests, copies of 
documentary evidence of the obligor's in
debtedness; or 

"(ii) send a written explanation or clarifi
cation to the obligor, after having conducted 
an investigation, setting forth to the extent 
~pplicable the reasons_ why the creditor be
lieves the account of the obligor was cor
rectly shown in the stateme~t and, upon 
reques~ of the obligor, provide copies of ' 
documentary evidence of the obligor's in
debtedness. In the case of a billing error 
where the obligor alleges that the creditor's 
billing statement reflects goods not delivered 
to the obligor or his designee in accordance 
with the agreement made at the time of the 
transaction, a creditor may not construe 
such amount to be correctly shown unless 
he determines that such goods were actually 
delivered, mailed, or otherwise sent to the 
obligor and provides the obligor with a 
statement of such determination. After com
plying with the p:r;ovlsions of this subsec
tion with respect to an alleged billing error, 
a creditor has no further responsibil1ty 
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under this section if the obligor continues 
to make substantially the same allegation 
with respect to such error. 

"(b) For the purpose of this section, a 
'billing error' consists of any of the 
following; 

" ( 1) A reflection on a statement of an ex
tension of credit which was not made to 
the obligor or, if made, was not in the 
amount reflected on such statement. 

"(2) A reflection on a statement of an 
extension of credit for which the obligor 
requests additional clarification including 
documentary evidence thereof. 

"(3) A reflection on a statement of goods 
or services not accepted by the obligor or his 
designee or not delivered to th" obligor or 
his designee in accordance with the agree
ment made at the time o! a transaction. 

"(4) The creditor's failure to reflect prop
erly on a statement a payment made by 
the obligor or a credit issued to the obligor. 

"(5) A computation error or similar error 
of an accounting nature of the creditor on a 
statement. 

"(6) Any other error described in regula
tions of the Board. 

" (c) For the purposes of this section, 'ac
tion to collect the amount, or any part there
of, indicated by an obligor under paragraph 
(2)' does not include the sending of state
ments of account to the obligor following 
written notice from the obligor as specified 
under subsection (a) ,if-

"(1) the obligor's account is not restricted 
or closed because of the failure of the obligor 
to pay the amount indicated under para
graph (2) of subsection (a), and 

"(2) the creditor indicates the payment of 
such amount is not required pending the 
creditor's compliance with this section. 
Nothing in this section shall be construed to 
prohibit any action by a creditor to collect 
any amount which has not been indicated 
by the obligor to contain a billing error. 

"(d) Pursuant to regulations of the Board, 
a creditor operating an open end consumer 
credit plan may not, prior to the sending of 
the written explanation or clarification re
quired under paragraph (B) (11), restrict or 
close an account with respect to which the 
obligor has indicated ~ursuant to subsection 
(a) that he believes :.mch account to contain 
a billing error solely ~cause of the obligor's 
failure to pay the amount indicated to be in 
error. Nothing in this subsection shall be 
deemed to prohibit a creditor from applying 
against the credit limit on the obligor's ac
count the amount indicated to be in error. 

"(e) Any creditor who falls to comply with 
the requirements of this section or section 
162 forfeits any right to collect from the 
obligor the amount indicated by the obligor 
under paragraph (2) of s·~bsection (a) of 
this section, and any finance charges there
on, except that the amount required to be 
forfeited under this subsection may not ex
ceed $50. 
"§ 162. Reguls>,tion of credit reports 

"(a) After receiving a notice from an obli
gor as provided in sector 161 (a). a creditor 
or his agent may not directly or indirectly 
threaten to report to any person adversely 
on the obligor's credit rat ing or credit stand
ing because of the obligo!"'s failure to pay the 
amount indicated by the obligor under sec
tion 161 (a) (2), and such amount may not be 
reported as delinquent to any third party 
until the credi.tor has met the requirements 
of section 161 and has allowed the obligor 
the same number of days (not less than ten) 
thereafter to make payment as is provided 
under the credit agreement with the obligor 
for the payment of undisput ed amounts. 

"(b) If a creditor receives a further writ
ten notice from an obligor that an amount 
is still in dispute within the time allowed 
for payment under subsection (a) of this 
section, a creditor may not report to any 
third party that the amount of the obligor 

is delinquent because the obligor has failed 
to pay an amount which b,e has indicated 
under section 161 (a) (2), unless the credi
tor also reports that the amount is in dis
pute and, at the same time, notifies the ob
ligor of the name and address of each party 
to whom the creditor is reporting informa
tion concerning the delinquency. 

"(c) A creditor shall report any sub
sequent resolution of any delinquencies re
ported pursuant to subsection (b) to the 
parties to whom such delinquencies were 
initially reported. 
"§ 163. Length of billing period 

"(a) If an open end consumer credit plan 
provides a time period within which an ob
ligor may repay any portion of the credit ex
tended without incurring an additional fi
nance charge, such additional :finance charge 
may not be imposed with respect to such 
portion of the credit extended for the blll
ing cycle of which such period is a part un
less a statement which includes the amount 
upon which the finance charge for that peri
od is based was mailed at least fourteen 
days prior to the date specified in the state
ment by which payment must be made in 
order to avoid imposition of that finance 
charge. 

"(b) Subsection (a) does not apply in any 
case where a creditor has been prevented, 
delayed, or hindered in making timely mail
ing or delivery of such periodic statement 
within the time period specified in such 
subsection because of an act of God, war, 
natural disaster, strike, or other excusable 
or justifiable cause, as determined under reg
ulations of the Board. 
"§ 164. Prompt crediting of payments 

"Payments received from an obligor under 
an open end consumer credit plan by the 
creditor shall be posted promptly to the 
obligor's account as specified in regulations 
of the Board. Such regulations shall pre
vent a finance charge from being imposed 
on any obligor if the creditor has received 
the obligor's payment in readily identifiable 
form in the amount, manner, location, and 
time indicated by the creditor to avoid the 
imposition thereof. 
"§ 165. Crediting excess payments 

"Whenever an obligor transmits funds to a 
creditor in excess of the total balance due on 
an open end consumer credit account, the 
creditor shall promptly ( 1) upon request of 
the obligor refund the amount of the over
payment, or (2) credit such amount to the 
obligor's account. 
"§ 166. Prompt notification of returns 

"With respect to any sales transaction 
where a credit card has been used to obtain 
credit, where the seller is a person other than 
the card issuer, and where the seller accepts 
or allows a return of the goods or forgiveness 
of a debit for services which were the subject 
of such sale, the seller shall promptly trans
mit to the credit card issuer a credit state
ment with respect thereto and the credit card 
issuer shall credit the account of the obligor 
for the amount of the transaction. 
"§ 167. Use of cash discounts 

" (a) With respect to a credit card which 
may be used for extensions of credit in sales 
transactions in which the seller is a person 
other than the card issuer, the card issuer 
may not, by contract or otherwise, prohibit 
any such seller from offering a discount to a 
cardholder to induce the cardholder to pay 
by cash, check, or similar means rather than 
use a credit card. 

"(b) With respect to any sales transaction, 
any discount not in excess of 5 per centutn. 
offered by the seller for the purpose of In
ducing payment by cash, check, or other 
means not involving the use of a credit card 
shall not constitute a finance charge as 
determined under section 106, if such dis
cou nt is offered to all prospect ive buyers and 

its availability is disclosed to all prospective 
buyers clearly and conspicuously in accord
ance with regulations of the Board. 
"§ 168. Prohibition of tie-in services 

"Notwithstanding any agreement to the 
contrary, a card issuer may not require a 
seller, as a condition to participating in a 
credit card plan, to open an account with or 
procure any other service from the card issuer 
or its subsidiary or agent. 
"§ 169. Prohibition of offsets 

" (a) A card issuer may not take any action 
to offset a cardholder's indebtedness arising 
in connection with a consumer credit trans
action under the relevant credit card plan 
against funds of the cardholder held on de
posit with the card issuer unless-

"(1) such action was previously authorized 
in writing by the cardholder in accordance 
with a credit plan whereby the cardholder 
agrees periodically to pay debts incurred in 
his open end credit account by permitting 
the card issuer periodically to deduct all or 
a portion of such debt from the cardholder's 
deposit account, and 

"(2) such action with respect to any out
standing disputed amount not be taken by 
the card issuer upon request of the card
holder. 
In the case of any credit card account in 
existence on the effective date of this sec
tion, the previous written authorization re
ferred to in clause (1) shall not be required 
until the date (after such effective date) 
when such account is renewed, but in no case 
later than one year after such effective date. 
Such written authorization shall be deemed 
to exist if the card issuer has previously 
notified the cardholder that the use of his 
credit card account will subject any funds 
which the card issuer holds in deposit ac
counts of such cardholder to offset against 
any amounts due and payable on his credit 
card account which have not been paid in 
accordance With the terms of the agree
ment between the card issuer and the card
holder. 

"(b) This section does not alter or affect 
the right under State law of a card issuer 
to attach or otherwise levy upon funds of 
a cardholder held on deposit with the card 
issuer if that remedy is constitutionally avail
able to creditors generally. 
"§ 170. Rights of credit card customers 

"(a) Subject to the limitation contained 
in subsection (b) , a card issuer who has is
sued a credit card to a cardholder pursu
ant to an open end consumer credit plan 
shall be subject to all claims (other than 
tort claims) and defenses arising out of any 
transaction in which the credit card is used 
as a method of payment or extension of 
credit if (1) the obligor has made a good 
faith attempt to obtain satisfactory resolu
tion of a disagreement or problem relative 
to the transaction from the person honoring 
the credit card; (2) the amount of the ini
tial transaction exceeds $50; and (3) the 
place where thE> initial transaction occurred 
was in the same State as the mailing ad
dress previously provided by the cardholder 
or was within 100 miles from such address, 
except that the limitations set forth in 
clauses (2) and (3) with respect to an ob
ligor's right to assert claims and defenses 
against a card issuer shall not be appli
cable to any transaction in which the per
son honoring the credit card (A) is the same 
person as the card issuer, (B) is controlled by 
the card issuer, (C) is under direct or in
direct common control with the card issuer, 
(D) is a franchised dealer in the card 
issuer's products or services, or (E) has ob
tained the order for such transaction through 
a mail solicitation made by or participated 
in by the card issuer in which the card
holder is solicited to enter Into such trans
act ion by using the credit card issued by 
the card issuer. 
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"(b) The amount of claims or defenses as

serted by the cardholder may not exceed the 
amount of credit outstanding with respect 
to such transaction at the time the card
holder first notifies the card issuer or the per
son honoring the credit card of such claim 
or defense. For the purpose of determining 
the amount of credit outstanding in the pre
ceding sentence, payments and credits to the 
cardholder's account are deemed to have 
been applied, in the order indicated, to the 
payment of: ( 1) late charges in the order 
of their entry to the account; (2) finance 
charges in order of their entry to the ac
count; and (3) debits to the account other 
than those set forth above, in the order in 
which each debit entry to the account was 
made. 
"§ 171. Relation to State laws 

"(a) This chapter does not annul, alter, 
or affect, or exempt any person subject to 
the provisions of this chapter from comply
ing with, the laws of any State with respect 
to credit billing practices, except to the ex
tent that those laws are inconsistent with 
any provision of this chapter, and then only 
to the extent of the inconsistency. The Board 
is authorized to determine whether such in
consistencies exist. The Board may not de
termine that any Sts.te law is inconsistent 
with any provision of this chapter if the 
Board determines that such law gives greater 
protection to the consumer. 

"(b) The Board shall by regulation exempt 
from the requirements of this chapter any 
class of credit transactions within any State 
if it determines that under the law of that 
State that class of transactions is subject 
to requirements substantially similar to 
those imposed under this chapter or that 
such law gives greater protection to the con
sumer, and that there is adequate provision 
for enforcement." 
§ 107. Conforming amendments 

(a) The table of chapters of the Truth in 
Lending Act is amended by adding imme
diately under item 3 the following: 
"4. CREDIT BILLING------------------- 161". 

(b) Section 111 (d) of such Act (15 U.S.C. 
1610(d)) is amended by striking out "and 
130" and inserting in lieu thereof a comma 
and the following: "130, and 166". 

(c) Section 121 (a) of such Act (15 U.S.C. 
1631 (a)) is amended-

(!) by striking out "and upon whom a 
finance charge is or may be imposed"; and 

(2) by inserting "or chapter 4" immedi
ately after "this chapter". 

(d) Section 121 (b) of such Act (15 U.S.C. 
1681 (b) ) is amended by inserting "or chap
ter 4" immediately after "this chapter". 

(e) Section 122(a) of such Act (15 U.S.C. 
1632 (a)) is amended by inserting "or chapter 
4" immediately after "this chapter". 

(f) Section 122(b) of such Act (15 U.S.C. 
1632 (b) ) is amended by inserting "or chap
ter 4" immediately after "this chapter". 
§ 108. Effective date 

This title takes effect upon the expiration 
of one year after the date of its enactment. 
TITLE II-AMENDMENTS TO THE TRUTH 

IN LENDING ACT 
§ 201. Advertising; more-than-four-install

ment rule 
(a.) Chapter 3 of the Truth in Lending Act 

(15 U.S.C. 1661-1665) is amended by adding 
at the end thereof a new section as follows: 
"§ 146. More-than-four-installment rule 

"Any advertisement to aid, promote, or 
assist directly or indirectly the extension of 
consumer credit repayable in more than four 
installments shall, unless a finance charge is 
imposed, clearly and conspicuously state, in 
accordance with the regulations of the 
Board: 

"'THE COST OF CREDIT IS INCLUDED 
IN THE PRICE Qt'OTED FOR THE GOODS 
AND SERVICES.' " 

(b) The table of sections of such chapter 
is amended by adding at the end thereof a 
new item as follows: 
"146. More-than-four-installment rule.". 
§ 202. Agricultural c~edit exemption 

Section 104 of the Truth in Lending Act 
(15 U.S.C. 1603) is amended by adding at the 
end thereof a new paragraph as follows: 

"(5) Credit transact~ons primarily for agri
cultural purposes in which the total amount 
to be financed exceeds $25,000.'' 
§ 203. Administrative enforcement 

(a) Section 108(a) of the Truth in Lend
ing Act (15 U.S.C. 1607(a)) is amended by 
striking out paragraph (4) and by redesig
nating paragraphs (5) and (6) as paragraphs 
(4) and (5), respectively. 

(b) Section 108(a) of the Truth in Lend
ing Act (15 U.S.C. 1607(a)) is amended by 
adding a.t the end thereof a new paragraph 
as follows: 

"(6) the Farm Credit Act of 1971, by the 
Farm Credit Administration with respect to 
any Federal land bank, Federal land bank 
association, Federal intermediate credit 
bank, or production credit association." 
§ 204. Liens arising by operation of State law 

Section 125 of the Truth in Lending Act 
(15 U.S.C. 1635) is amended-

( 1) by striking out "is" the first time 
it appears in the first sentence of subs_ection 
(a) and inserting in lieu thereof ", includ
ing any such interest arising by operation 
of law, is or will be"; and 

(2) by inserting after "obligor" the second 
time it appears in the first sentence of sub
section (b) the following; ", 1ncluding any 
such interest arising by operation of law,". 
§ 205. Time limit for right of rescission 

Section 125 of the Truth in Lending Act 
(15 U.S.C.1635) is amended by adding at the 
end thereof a new subsection as follows: 

"(f) An obligor's right of rescission shall 
expire thee years after the date of consum
mation of the transaction or upon the sale 
of the property, whichever occurs earlier, 
notwithstanding the fact that the disclosures 
required under this section or any other 
material disclosures required under this 
ichapter have not been delivered to the 
obligor." 
§ 206. Good faith compliance 

Section 130 of the Truth in Lending Act 
(15 U.S.C. 1640) is amended by adding at 
the end thereof a new subsection as follows: 

"(f) No provision of this section or section 
112 imposing any liability shall apply to 
any act done or omitted in good faith in 
conformity with any rule, regulation, or 
interpretation thereof by the Board, not
withstanding that after such act or omission 
has occurred, such rule, regulation, or inter
pretation is amended, rescinded, or deter
mined by judicial or other authority to be 
invalid for any reason." 
§ 207. Liability for multiple disclosures 

Section 130 of the Truth in Lending Act 
(15 U.S.C. 1640) is amended by adding at 
the end thereof a. new subsection as follows: 

"(g) The multiple failure to disclose to 
any person any information required under 
this chapter to be disclosed in connection 
with a single account under an open end 
consumer credit plan, other single consumer 
credit sale, consumer loan, or other exten
sion of consumer credit, shall entitle the 
person to a single recovery under this sec
tion but continued failure to disclose after 
a recovery has been granted shall give rise 
to rights to additional recoveries.'' 
§ 208. Civil liability 

(a) Section 130(a) of the Truth in Lend-

ing Act (15 U.S.C. 1640 (a)) is amended to 
read as follows: 

"(a) Except as otherwise provided in this 
section, any creditor who fails to comply 
with any requirement imposed under this 
chapter or chapter 4 of this title with respect 
to any person is liable to such person in an 
amount equal to the sum of-

" ( 1) any actual damage sustained by such 
person as a resl.llt of the failure; 

"(2) (A) in the case of an individual action. 
twice the amount of any finance charge in 
connection with the t1:ansaction, except that 
the liability under this subparagraph shall 
not be less than $100 nor greater than 
$1,000; or 

"(B) in the case of a class action, such 
amount as the court may allow, except that 
as to each member of the class no minimunl 
recovery shall be applicable, and the total 
recovery in such action shall not be more 
than the lesser of $100,000 or 1 per centum 
of the net worth of the creditor; and 

"(4) in the case of any successful action t o 
enforce the foregoing liability, the costs of 
the action, together with a reasonable attor
ney's fee as determined by the court. 
In determining the amount of award in any 
class action, the court shall consider, among 
other relevant factors, the amount of any 
actual damages awarded, the frequency and 
persistence of failures of compliance by the 
creditor, the resources of the creditor, the 
number of persons adversely affected, and 
the extent to which the creditor's failure of 
compliance was intentional.'' 

(b) Section 130(b) of such Act (15 U.S.C. 
1640(b)) is amended by inserting after "this 
section" the first place it appears the follow
ing: "for any failure to comply with any 
requirement imposed under this chapter,". 

(c) Section 130(c) of such Act (15 U.S.C. 
1640(c)) is amended by striking out "chap
ter" and inserting in lieu thereof "title". 

(d) Section 130 of such Act (15 U.S.C. 
1640) is amended by adding at the end there
of a new subsection as follows: 

"(h) A person may not take any action to 
offset any amount for which a creditor is 
potentially liable to such person under sub
section (a) (2) against any amol.mt owing to 
such creditor by such person, unless the 
amount of the creditor's liability to such 
person has been determined by judgment of 
a court of competent jurisdiction in an ac
tion to which such person was a party." 

(e) The amendments made by sections 206, 
207, and 208 shall apply in determining the 
liability of any person under chapter 2 or 4 of 
the Truth in Lending Act, unless prior to the 
date of enactment of this Act such liability 
has been determined by final judgment of a 
court of competent jurisdiction and no fur
ther review of such judgment may be had by 
appeal or otherwise. 
§ 209. Full statement of closing costs 

Section 121 of the Truth in Lending Act 
(15 u.s.c. 1631) is amended by adding at the 
end thereof a new subsection as follows: 

" (c) For the purpose of subsection (a) , the 
information required under this chapter 
shall include a full statement of closing costs 
to be incurred by the consumer, which shall 
be presented, in accordance with the regula
tions of the Boa.rd-

"(1) prior to the time when any downpa:r
ment is made, or 

"(2) in the case of a consumer credit 
transaction involving real property, at the 
time the creditor makes a commitment with 
respect to the transaction. 
The Board may provide by regulation that 
any portion of the information required to 
be disclosed by this section may be given in 
the form of estimates where the provider of 
such information is not in a. position to know 
exact information.'' 
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§ 210. Business use of credit cards 

(a) Chapter 2 of the Truth in Lending Act 
(15 U.S.C. 1631-1644) is amended by adding 
the following new section at the end thereof: 
"§ 135. Business credit cards 

"The exemption provided by section 104 
( 1) does not apply to the provisions of sec
tions 132, 133, and 134, except that a card 
issuer and a business or other organization 
which provides credit cards issued by the 
same card issuer to ten or more of its em
ployees may by contract agree as to liability 
of the business or other organization with 
respect to unauthorized use of such credit 
cards without regard to the provisions of 
section 133, but in no case may such busi
ness or other organization or card issuer im
pose liability upon any employee with respect 
to unauthorized use of such a credit card 
except in accordance with and subject to the 
limitations of section 133." 

(b) The table of sections of such chapter 
is amended by adding at the end thereof a 
new item as follows: 
"135. Business credit cards.". 
§ 211. Identification of transaction 

Section 127(b) (2) of the Truth in Lending 
Act (15 U.S.C. 1637(b) (2)) is amended to 
read as follows: 

"(2) The amount and date of each exten
sion of credit during the period and a brief 
identification on or accompanying the state
ment of each extension of credit in a form 
prescribed by regulations of the Board suffi
cient to enable the obligor to identify the 
transaction, or relate it to copies of sales 
vouchers or similar instruments previously 
furnished." 
§ 212. Exemption for State lending agencies 

Section 125 (e) of the Truth in Lending Act 
(15 U.S.C. 1635(e)) is amend-d by striking 
the period at the end thereof and adding the 
following: "or to a consumer credit transac
tion in which an agency of a State is the 
creditor." 
§ 213. Liability of assignees 

(a) Chapter 1 of the Truth in Lending Act 
(15 U.S.C. 1601-1613) is amended by adding 
at the end thereof a new section as follows: 
"§ 115. Liability of assignees 

"Except as otherwise specifically provided 
in this title, any civil action for a violation 
of this title which may be brought against 
the original creditor in any credit transac
tions may be maintained against any sub
sequent assignee of the original creditor 
where the violation from which the alleged 
liability arose is apparent on the face of the 
instrument assigned unless the assignment is 
involuntary." 

(b) The analysis of such chapter is amend
ed by adding at the end thereof a new item as 
follows: 
"115. Liability of assignees.". 
§ 214. Credit card fraud 

Section 134 of the Truth in Lending Act 
(15 U.S.C. 1644) is amended to read as fol
lows: 
"§ 134. Fraudulent use of credit card 

" (a) Whoever knowingly in a transaction 
affecting interstate or foreign commerce, uses 
or attempts or conspires to use any counter
feit, fictitious, altered, forged, lost, stolen, or 
fraudulently obtained credit card to obtain 
money, goods, services, or anything else of 
value which within any one-year period has a 
value aggregating $1,000 or more; or 

"(b) Whoever, with unlawful or fraudu
lent intent, transports or attempts or con
spu·es to transport in interstate or foreign 
commerce a counerfeit, fictitious, altered, 
forged, lost, stolen, or fraudulently obtained 
credit card knowing the same to be counter
feit, fictitious, altered, forged, lost, stolen, or 
fraudulently obtained; or 

"(c) Whoever, with unlawful or fraud"Lllent 
intent, uses any instrumentality of interstate 
or foreign commerce to sell or transport a 

counterfeit, fictitious, altered, forged, lost, 
stolen, or fraudulently obtained credit card 
knowing the same to be counterfeit, ficti
tious, altered, forged, lost, stolen, or fraudu
lently obtained; or 

"(d) Whoever knowingly receives, conceals, 
uses, or transports, money, goods, services, or 
anything else of value (except tickets for in
terstate or foreign transportation) which (1) 
within any one-year period has a value ag
gregating $1,000 or more, (2) has moved in or 
is part of, or which constitutes interstate 
or foreign commerce, and (3) has been ob
tained with a counterfeit, fictitious, altered, 
forged, lost, stolen, or fraudulently obtained 
credit card; or 

"(c) Whoever knowingly receives, conceals, 
uses, sells, or transports in interstate or for
eign commerce one or more tickets for inter
state or foreign transportation, which (1) 
within any one-year period have a value 
aggregating $500 or more, and (2) have been 
purchased or obtained with one or more 
counterfeit, fictitious, altered, forged, lost, 
stolen, or fraudulently obtained credit cards; 
or 

"(f) Whoever in a transaction affecting 
interstate or foreign commerce furnishes 
money, property, services, or anything else 
of value, which within any one-year period 
has a value aggregating $1,000 or more, 
through the use of any counterfeit, fictitious, 
altered, forged, lost, stolen, or fraudulently 
obtained credit card knowing the same to 
be counterfeit, fictitious, altered, forged, 
lost, stolen, or fraudulently obtained-
shall be fined not more than $10,000 or im
prisoned not more than ten years, or both." 
§ 215. Grace period for consumers 

Section 127 of the Truth in Lending Act 
(15 U.S.C. 1637) is amended-

( 1) by amending subsection (a) ( 1) to 
read as follows: 

( 1) The conditions under which a finance 
charge may be imposed, including the time 
period (if any) within which any credit ex
tended may be repaid without incurring a 
finance charge, except that the creditor may, 
at his election and without disclosure, im
pose no such finance charge if payment is 
received after the termination of such time 
period."; and 

(2) by amending subsection (b) (10) to 
read as follows: 

"(10) The date by which or the period (if 
any) within which, payment must be made 
to avoid additional finance charges, except 
that the creditor may, at his election and 
without disclosure, impose no such additional 
finance charge if payment is received after 
such date or the termination of such period." 
§ 216. Disclosure by card issuers 

Section 127 of the Truth in Lending Act 
(15 U.S.C. 1637) is amended by adding the 
following new subsection: 

"(d) Card issuers who also engage in other 
than open-end credit transactions shall not 
be required to make disclosures required by 
this section with respect to such transac
tions." 
§ 217. Effective date 

This title takes effect upon the date of its 
enactment, except that sections 209 and 211 
take effect upon the expiration of one year 
after the date of its enactment. 
TITLE III-EQUAL CREDIT OPPORTUNITY 
§ 301. Short title 

This title may be cited as the "Equal 
Credit Opportunity Act". 
§ 302. Discrimination 

(a) Title I of the Truth in Lending Act 
(15 U.S.C. 1601-1665) is amended by adding 
at the end thereof a new chapter as follows: 
"CHAPTER 5-PROHIBITION OF DISCRIM

INATION BASED ON SEX OR MARITAL 
STATUS 

"Sec. 
"181. Prohibited dicrhnination. 
"182. Civil liability. 
"§ 181. Prohibited discrimination 

"It shall be unlawful for any creditor or 
card issuer to discriminate on account of sex 
or marital status against any individual with 
respect to the approval or denial of any ex
tension of consumer credit or with respect 
to the terms thereof or with respect to the 
approval, denial, renewal, continuation, or 
revocation of any open end consumer credit 
account or with respect to the terms thereof. 
Section 104 of this title does not apply with 
respect to any transaction subject to this 
section. 
"§ 182. Civil liability 

"The provisions of section 130 of this title 
shall be applicable to any creditor or card 
issuer who violates section 181." 

(b) The table of chapters of such title is 
amended by adding at the end thereof the 
following new item: 
"5. Prohibition of discrimination based on 
sex or marital status _________________ 181". 
§ 303. Effective date 

This title takes effect upon the expiration 
of sixty days after the date of its enact
ment. 

Mr. TOWER. Mr. President, I move 
to reconsider the vote by which the bill 
was passed. 

Mr. GRIFFIN. Mr. President, I move 
to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

UNANIMOUS-CONSENT 
AGREEMENTS 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I yield myself 1 minute on behalf 
of the Senator from Alabama <Mr. 
SPARKMAN), on the bill. 

As in executive session, I ask unani
mous consent that at such time as the 
nomination of Mr. Vincent R. Barabba 
to be Director of the Census ic:; made the 
pending question before the Senate, there 
be a time limitation of 1 hour thereon, 
to be equally divided between the Sen
ator from Wisconsin (Mr. PROXMIRE), 
and the Senator from Wyoming (Mr. 
McGEE) ; and that time on any debata
ble motion or appeal be limited to 10 
minutes, to be divided between the ma
jority and minorty leaders or their desig
nees. 

The PRESIDING OFFICER <Mr. 
McCLURE). Without objection, it is so 
ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that tomorrow, 
after routine morning business is closed, 
the Senate proceed to the consideration 
of S. 1983, the bill to provide for the 
protection of fish and wildlife species; 
that upon the disposition of that bill the 
Senate go into executive session to con-

. sider the nomination of Mr. Vincent R. 
Barabba; and that upon the disposition 
of the nomination, the Senate return to 

· legislative session and proceed to the 
consideration of S. 1559, a bill to pro
vide financial assistance to enable States 
and local governments to assume respon
sibilities for job training, and for other 
purposes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

MESSAGE FROM THE HOUSE
ENROLLED BILL SIGNED 

A message from the House of Repre
sentatives by Mr. Hackney, one of its 
reading clerks, annonnced that the 
Speaker had affixed his signature to the 
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enrolled bill <H.R. 9172) to provide for 
emergency allotment lease and · transfer 
of tobacco allotments or ~uotas fo_r 1973 
in certain disaster areas m Georgia and 
South Carolina. 

REMOVAL OF INJUNCTION OF 
SECRECY FROM INTERNATIONAL 
COFFEE AGREEMENT, 1968, AS EX
TENDED, AND THE CUSTOMS CON
VENTION ON THE INTERNATIONAL 
TRANSIT OF GOODS 
Mr. ROBERT C. BYRD. Mr. President, 

as in executive session, I ask unanimous 
consent that the injunction of secrecy be 
removed from the International Co~ee 
Agreement, 1968, as Extended-Executive 
o, 93d Congress, 1st session-and. the 
Customs Convention on the InternatiOnal 
Transit of Goods-IT! Convention
opened for signature at Vienna, June 7, 
1971-Executive P, 93d Congress, 1st 
session-transmitted to the Senate today 
by the President of the United States, 
and that the agreement and convention 
with accompanying papers be referred to 
the Committee on Foreign Relations and 
ordered to be printed, and that the Pres
ident's messages be printed in the 
RECORD. 

The PRESIDING OFFICER. Without 
objection, the agreement and co.nvention, 
with accompanying papers, will be re
ferred to the Committee on Foreign Re
lations, a:Qd the President's messages will 
be printed in the RECORD, as requested. 

The messages are as follows: 
To the Senate of the United States: 

I am transmitting herewith, for the 
advice and consent of the Senate to ac
ceptance the International Coffee 
Agreeme~t 1968 as Extended. This modi
fied and extended agreement, which was 
adopted by the International Coffe.e 
Council in its Resolution No. 264 of April 
14, 1973, deletes all operative economic 
provisions but preserves the structure of 
the International Coffee Organization 
through September 30, 1975. 

The International Coffee Agreement 
1968 as modified and extended will con
tinue the decade-long cooperation on 
world trade in the most important agri
cultural commodity export of the de
veloping world. But, in view of the 
changed coffee market outlook from one 
of surplus to one of tight supply, the ex
tended agreement no longer contains 
provisions for intervening in the market. 
It will keep the International Coffee Or
ganization alive as a forum for studying 
and discussing the world coffee economy, 
for monitoring coffee developments and, 
when the members deem it appropriate, 
for negotiating a new coffee agreement 
to serve the interests of coffee producers 
and consumers. 

I believe continuing United States par
ticipation in the extended agreement will 
advance our interests in two ways. First, 
by that participation we can demon
strate concretely our readiness to work 
together with developing nations on 
matters of vital economic interest to 
them. Secondly, we can ensure that we 
will have a voice in the negotiation of 
any new international trade arrange
ments on coffee-arrangements in which 
we as the importers of almost 40 percent 
of international traded coffee have a sig-

nificant stake. I am confident that we 
can achieve both these objectives in a 
manner fully consistent with the inter
ests of our consumers. 

I am also transmitting, for the in
formation of the Senate, the report sub· 
mitted to me by the Department of State 
explaining the provisions of the Inter
national Coffee Agreement 196~ . as 
modified and extended, and proVIdmg 
background on the operation of the 
Agreement and on the current state of 
the world coffee economy. 

RICHARD NIXON. 
THE WHITE HOUSE, July 23, 1973. 

To the Senate of the United States: 
I am transmitting herewith, for the 

advice and consent of the Senate to rati
fication, the Customs Convention on the 
International Transit of Goods <ITI 
Convention> opened for signature at 
Vienna June 7, 1971. 

For the information of the Senate, I 
am also transmitting the report of the 
Department of State with respect to the 
Convention. 

The Convention is designed to meet 
the present need to facilitate inte~na
tional transport while, at the same time, 
providing the customs control arrange
ments necessary for such transport. The 
Convention provides for new, uniform 
control and documentation procedures 
which carriers of Govenunents party to 
the Convention would be able to use at 
their option. 

The Convention would help open the 
way for United States exporters and car
riers to benefit in Western Europe _ and 
other markets of the world from the 
simplified and uniform procedures for 
which it provides. 

I recommend that the Convention be 
given early and favorable consideration 
by the Senate. 

RICHARD NIXON. 
THE WHITE HOUSE, July 23, 1973. 

RESOLUTION BY AMERICAN SOCI
ETY OF .MAMMALOGISTS 

Mr. MAGNUSON. Mr. President, I ask 
unanimous consent to have printed in 
the RECORD a resolution passed June 16, 
1973, by the American Society of .M~
malogists at their annual meeting m 
Asilomar, Calif. This resolution expresses 
the unanimous opinion of t..'le society rel
ative to the "Proper Management of 
Puget Sound Killer Whale Populations." 

There being no objection, the resolu
tion was ordered to be printed in the 
RECORD, as follOWS: 
FOR THE PROPER MANAGEMENT OF PuGET SoUND 

KILLER WHALE POPULATIONS 

Whereas, no organized study of the num
bers, population dynamics, or movements of 
killer whales found in Puget Sound has been 
undertaken; and 

Whereas, commercial utilization of killer 
whales in Puget Sound has been in progress 
since 1964, removing several young killer 
whales each year from Puget Sound waters; 
and 

Whereas, it is unknown what fraction of 
the annual increment of this killer whale 
population is being removed from Puget 
Sound; and 

Whereas, studies of other marine mam
mals including cetaceans have shown that 
individual pods, herds, or other subpopula
tion groups inhabit certain marine areas 

year after year (l.e., have home ranges 
similar to other mammals) ; and 

Whereas, studies of other marine mam
mals have shown that frequent or repeated 
disturbance causes changes in distribution 
and abundance; and 

Whereas, the annual removal of young 
killer whales from Puget Sound could, over 
a period of years, cause a population decline 
there; 

Therefore be it resolved, that the Ameri
can Society of Mammalogists supports the 
contention that young killer whales should 
not be removed annually from Puget Sound 
until adequate studies have demonstrated 
that such removal will not be detrimental 
to this population. 

ORDER FOR TRANSACTION OF ROU
TINE MORNING BUSINESS TO
MORROW 
Mr. ROBERT C. BYRD. Mr. President, 

I ask unanimous consent that after the 
two leaders or their designees have been 
recognized tomorrow under the standing 
order, there be a period for the trans
action of routine morning business of not 
to exceed 15 minutes, with statements 
therein limited to 3 minutes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ROBERT C. BYRD. Mr. President, 
I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk 
will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ORDER FOR ADJOURNMENT 
TO 11 A.M. 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that when the 
Senate completes its business today, it 
stand in adjournment until11 o'clock to
morrow morning. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

PROGRAM 
Mr. ROBERT C. BYRD. Mr. Presi

dent, the program for tomorrow is as 
follows: 

The Senate will convene at 11 o'clock 
a.m. After the two leaders or their desig
nees have been recognized under the 
standing order, there will be a period for 
the transaction of routine morning busi
ness of not to exceed 15 minutes, with 
the usual 3-minute limitation on state
ments therein. At the conclusion of rou
tine morning business, the Senate will 
take up s. 1983, for the protection of fish 
and wildlife species under a time limita
tion. A yea-and-nay vote will likely oc
cur thereon. 

The Senate will then go into executive 
session to take up the nomination of Vin
cent R. Barabba to be Director of the 
Census, with a 1-hour limitation on ~e 
nomination, and a yea-and-nay vote will 
occur thereon. 

On disposition of the nomination, the 
Senate will resume legislative business 
and will take upS. 1559, the job training 
bill. Yea-and-nay votes are expected. 
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ADJOURNMENT TO i1 A.M. before the Senate, I move, in accordance 

Mr. ROBERT C. BYRD. Mr. President, with the previous order, that the Senate 
if there be no further business to come stand adjourned to 11 a.m. tomorrow. 

The motion was agreed to; and .at 5:35 
p.m. the Senate adjourned to tomorrow, 
Tuesday, July 24, 1973, at 11 a.m. 

HOUSE OF REPRESENTATIVES-Monday, July 23, 1973 
The House met at 12 o'clock noon. 
The Chaplain, Rev. Edward G. Latch, 

D.D., offered the following prayer: 

Only fear the Lord and serve Him 
faithfully with all your heart; tor con
sider what grea_t things He has done tor 
you.-I Samuel 12: 24. 

0 Thou who art the Creator and the 
Sustainer of Life, who hast given us the 
gift of days and hours, help us to use 
our time in faithful devotion to Thee 
and to our country. 

Save us from disillusionment of mind 
and discouragement of heart amid the 
trials and turmoils of this present time. 
Make us strong in faith, steadfast in 
courage, and stouthearted in spirit as we 
face the tasks of this week. 

We commit our Nation unto Thee, 
praying that we, the people, may prove 
ourselves worthy of the sacrifices built 
into the foundations of our Republic. 
May vital religion, intelligent good will, 
private and public integrity become the 
mood of our age-and may it begin with 
me. 

In the spirit of Christ we pray. Amen. 

THE JOURNAL 

The SPEAKER. The Chair has ex
amined the Journal of the last day's 
proceedings and announces to the House 
his approval thereof. 

Without objection, the Journal stands 
approved. 

There was no objection. 

MESSAGE FROM THE .SENATE 

A message f:;.·vm the Senate by Mr. 
Arrington, one of its clerks, announced 
that the Senate had passed without 
amendment a bill and concurrent resolu
tions of the House of the following titles: 

H.R. 9172. An act to provide for emergency 
allotment lease and transfer of tobacco allot
ments or quotas for 1973 in certain disaster 
areas in Georgia and South Carolina; 

H. Con. Res. 185. Concurrent resolution to 
provide for the printing of inaugural ad
dresses from President George Washington to 
President Richard M. Nixon; 

H. Con. Res. 219. Concurrent resolution 
providing for additional copies of "The Fed
eral Civilian Employee Loyalty Program,'' 
House Report 92-1637, 92d Congress, 2d 
session; 

H. Con. Res. 233. Concurrent resolution 
providing for the printing of committee 
hearings establishing a National Institute 
of Education; 

H. Con. Res. 256. Concurrent resolution to 
provide for the printing as a House doc
ument, a revised edition of the House docu
ment "Our American Government. What Is 
It? How Does It Work?"; 

H. Con. Res. 257. Concurrent resolution 
providing the ~rinting of additional copies. of 
the House report entitled "Street Crime: 
Reduction Through Positive Criminal Jus-
tice Responses"; and · : · 

H. Con. Res. · 258: Concurrent· resolution 
providing for the printing of additional 
copies of the House report entitled "Drugs. in 
Our Schools." 

The message also announced that the 
Senate had passed with amendments in 
which the concurrence of the House is 
requested, bills and joint resolutions of 
the House of the following titles: 

H.R. 6691. An act making appropriations 
for the legislative branch for the fiscal year 
ending June 30, 1974, and for other pur
poses; 

H.R. 8658. An act making appropriations 
for the government of the District of Colum
bia and other activities chargeable in whole 
or in part against the revenues of said Dis
trict for the fiscal year ending June 30, 
1974, and for other purposes; 

H.J. Res. 512: Joint resolution to extend 
the authority of the Secretary of Housing 
and Urban Development with respect to the 
insurance of loans and mortgages, to extend 
authorizations under laws relating to hous;. 
ing and urban development, and for other 
purposes; and 

H.J. Res. 542. Joint resolution concerning 
the war powers of Congress and the President. 

The message also announced that the 
Senate insists upon its amendments to 
the bill <H.R. 6691) entitled "An act 
making appropriations for the legisla
tive branch for the fiscal year ending 
June 30, 1974, and for other purposes, 
reported with an amendment," requests a 
conference with the House on the · dis
agreeing votes of the two Houses there
on, and appoints Mr. HOLLINGS, Mr. Mc
CLELLAN, Mr. BAYH, Mr. EAGLETON, Mr. 
COTTON, Mr. SCHWEIKER, Mr. YOUNG, 
and Mr. CASE to be the conferees on the 
part of tlie Senate. 

The message also announced that the 
Senate insists upon its amendments to 
the bill <H.R. 8658) entitled "An act 
making appropriations for the govern
ment of the District of Columbia and 
other activities chargeable in whole or 
in part against the revenues of said Dis
trict for the fiscal year ending June 30, 
1974, and for other purposes," requests 
a conference with the House on the dis
agreeing votes of the twCI Houses there
on, and appoints Mr. BAYH, Mr. McCLEL
LAN, Mr. INOUYE, Mr. CHILES, Mr. 
EAGLETON, Mr. MATHIAS, and Mr. BELL
MON to be the conferees on the part of 
the Senate. 

The message also announced that the 
Senate insists upon its amendments to 
the Joint Resolution <H.J. Res. 512) 
entitled "Joint resolution to extend the 
authority of the Secretary of Housing 
and Urban Development with respect to 
the insurance of loans and mortgages, to 
extend authorizations under laws relat
ing to housing and urban development, 
and for other purposes," requests a con
ference with the House on the disagree
ing V?tes of the two Houses thereon, and 
appOints Mr. SPARKMAN, Mr. PROXMIRE, 
Mr. WILLIAMS, Mr. STEVENSON, Mr. 
ToWER, l\.1r. BENNETT, and Mr. BROOKE 
to be the conferees -on the part of the 
Senate. 

The message also announced that the 
Senate insists upon its amendments to 
the bill (H.R. 7935) entitled "An act to 
amend the Fair Labor Standards Act of 

1938 to increase the minimum wage rates 
under that act; to expand the coverage 
of that act, and for other purposes," dis:
agreed to by the -House; agrees to the 
conference asked by the House on the 
disagreeing votes of the two Houses 
thereon, and appoints Mr. WILLIAMS, Mr. 
RANDOLPH, Mr. PELL, Mr. NELSON, Mr. 
EAGLETON, Mr. HUGHES, Mr. HATHAWAY, 
Mr. JAVITS, Mr. ScHWEIKER, Mr. TAFT, 
and Mr. STAFFORD to be the conferees on 
the part of the Senate. 

The message also announced that the 
Senate had passed bills and a joint res
olution of the following titles, in which 
the concurrence of the House is re
quested: 

S. 440. An act to make rules governing the 
use. of the Armed Forces of the United States 
in the absence of a declaration of war by the 
Congress; · 

S. 782. An act to reform consent decree pro:. 
cedures, to increase penalties for violation 
of the Sherman Act, and to revise the ex'
pediting act as it pertains to appellate review; 

S. 1816. An act to ainend the Wool Prod
ucts Labeling Act of 1939 with respect tore:. 
cycled wool; and _ . 

S.J. Res. 13~. Joint resolution 'o prohibit 
any reduction in the number of employees 
of the Forest Service during the curi·ent 
fiscal year. 

CONFERENCE REPORT ON S. 1636, 
AMENDING THE INTERNATIONAL 
ECONOMIC POLICY ACT OF 1972 

Mr. PATMAN submitted the following 
conference report and statement on the 
bill <S. 1636) to amend the International 
Economic Policy Act of 1972: 

CONFERENCE REPORT (H. REPT. No. 93-389) 
The committee of confe~en~e on the dis

agreeing votes of the two Houses on the 
amendments of the House to the bill (S. 
1636) to amend the International Economic 
Policy Act of 1972, having ~et, after full 
and free conference, have agreed to recom
mend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its disagree
ment to the amendment of the House to the 
text of the bill and agree to the same with 
an amendment as follows: 

In lieu of the matter. proposed1 to be in
serted by the House amendment insert the 
following: · ·., 

That section 205 of the International Eco
nomic Policy Act of 1972 is amended-

(1) by striking-out "(1) ~e President."; 
(2) by redesignating clauses (2) through 

(7) as clauses (1) through (6) ; · 
(3) by inserting after clause (6), as re-

designated, the following: · 
"(7) The Secretary of Transportation."; 

and . 
(4) by striking out the last sentence and 

inserting ln lieu thereof the following: • The 
President shall designate the Chairman of 
tlie Council from among the members of tlie 
Council."· 

SEc. 2. Section 209 of'the International Eco
nomic Policy Act of 1972 is amended by strik" 
ing out. ·"1973" and inserti.J.:lg. in ·lieu thereof 
"1977". 

SEc. 3_ Section 210 of the International Eco
nomic Policy Act of 1972 is amended by strik ... 
ing out "1973" and inserting in lieu thereof 
"1974'', 
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