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(Legislative day of Wednesday, September 8, 1982> 

The Senate met at 9 a.m., on the ex
piration of the recess, and was called 
to order by the President pro tempore 
(Mr. TlroRMOND). 

PRAYER 

The Chaplain, the Reverend Rich
ard C. Halverson, D.O., offered the fol
lowing prayer: 

Let us pray: 
Behold, how good and how pleasant 

it is for brethren to dweU together in 
unity!-Psalm 133: 1 

Sovereign Lord of the universe, 
Thou hast declared that Thy purpose 
for history is to unite all things. As 
Thou art in the uniting business, help 
us to see that dissension is contrary to 
Thy will. We accept the Democratic 
process which involves controversy, 
debate and compromise, but deliver us 
Lord from discord. 

In our disagreement keep us from 
being disagreeable. Keep us humble 
when we are right, patient, and loving 
when we are wrong. As the pressure of 
a loaded agenda with limited time 
heats emotions, keep us cool in the 
knowledge that we have common goals 
however divergent the means we advo
cate. 

Give us grace to love our adversaries, 
to honor their convictions and support 
them in their right to be different. 
Lead us to truth and justice and give 
us the will to abide by them. In the 
name of Him who suffered the indigni
ties and cruelties of those for whom 
He laid down his life. Amen. 

RECOGNITION OF THE 
MAJORITY LEADER 

The PRESIDENT pro tempore. The 
majority leader is recognized. 

THE JOURNAL 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the Journal 
of the proceedings of the Senate be 
approved to date. 

The PRESIDENT pro tempore. 
Without objection, it is so ordered. 

SENATE SCHEDULE 
Mr. BAKER. Mr. President, there 

are four special orders this morning. It 
would be my hope that at least some 
of them might be vitiated so that we 
could get on with the HUD appropria
tions bill earlier than we might other
wise. There is an order to proceed to 
the consideration of the HUD appro
priations bill after the close of the 

time provided for the transaction of 
routine morning business. 

Later today it is my hope that we 
can obtain unanimous consent to limit 
the time on the HUD appropriations 
bill. We were close to that last 
evening, but I did not put the request 
because certain Senators wished to ex
amine the matter further and to give 
me a response this morning. I hope 
they will do so and I hope their re
sponse will be in the affirmative. 

Mr. President, after we do the HUD 
appropriations bill we are going to go 
either to the reclamation conference 
report or to the banking bill. They are 
the conference report on the Buffalo 
Bill dam legislation, S. 1409, and the 
depository institutions bill, S. 2879, 
better known as the banking bill. We 
need to do those three items today, 
and we can do them. 
It would be my hope that we would 

not have votes after about 4 p.m. The 
possibility of a Saturday session has 
been brought to my attention by the 
distinguished minority leader. He is 
absolutely correct in saying that there 
are matters that we must do that have 
not been included in my list this morn
ing but were included in my list of last 
evening, and I urge Members to at
tempt to work out agreement on how 
this might be accomplished. 

Mr. President, I ask the assistant 
majority leader if he has matters he 
wishes to discuss, and if he does I am 
prepared to yield him the remainder 
of my time. 

Mr. STEVENS. Mr. President, I 
thank the distinguished majority 
leader and good friend, and I am 
pleased he has mentioned these other 
matters that are most pressing, bills 
that have come from the Commerce 
Committee, both the shipping bill and 
the railroad bill. 

There is no question that a time 
agreement ·is necessary, and if it be
comes necessary to proceed with those 
bills late in the evening and tomorrow, 
the Senator from Washington <Mr. 
GORTON) and I are prepared to make 
that request. We have been trying now 
for a period of weeks to get those bills 
cleared, and they are not cleared, and 
I intend to press for them to the best 
of my ability. 

CRIME LEGISLATION 
Mr. STEVENS. Mr. President, I have 

asked the majority leader for a por
tion of the leader's time this morning 
to comment on an issue which I hope 
Congress will not let slip by. I know 

the distinguished majority leader has 
in our planning sessions for the re
mainder of the session mentioned the 
crime package, the problem of !'eform
ing our Federal criminal code, particu
larly the insanity defense, which is a 
very pressing one, and it is one that 
must be taken care of this year. 

We do have the appropriation bills 
and the continuing resolution which 
are most urgent, and I recognize that 
as a member of the Appropriations 
Committee. But I submit to the 
Senate that there are some matters 
which we must deal with before we 
recess, and I am delighted to see the 
distinguished chairman of the Judici
ary Committee here because I know 
the Senate realizes he has been press
ing us to get to this problem. 

Crime is one of our basic problems in 
the country, and Congress has yet to 
pass a single piece of what I would call 
a major criminal justice reform act in 
this Congress. The country badly 
needs, and the people who are trying 
to enforce our criminal laws deserve, 
legislation which focuses on the worst 
of the problems that exist in this 
country, and that is crime in America. 

We are scheduled, I hope, to take up 
Senator TlrultMoND's bill, which is S. 
2572, the Violent Crime and Drug En
forcement Improvements Act of 1982, 
and I, for one, would be most happy if 
this piece of legislation could be 
passed quickly in both the Senate and 
the House. 

Just this last Sunday, Mr. President, 
the Bureau of Justice Statistics an
nounced that close to 25 million 
households, 30 percent of the Nation's 
total, were touched by a crime of vio
lence or theft in 1981. 

With that kind of statistic, most 
families can say that one of its mem
bers is more likely to be victimized by 
rape, robbery, or aggravated assault 
than to have its home touched by 
what we have previously thought as 
the dread of all perils-fire. 

Last month the FBI released the 
"Uniform Crime Reports for the 
United States" in 1981. Forcible rape 
was up 29 percent from 1977 to 1981. 
Street robbery is up 67 percent from 
1977 to 1981. 

Crime is rising at a rapid pace, in my 
home State as well as here in the Dis
trict of Columbia where we must work. 

Recent polls suggest that this rapid 
increase in crime has not gone unno
ticed by the public. Americans are be
coming increasingly fearful of crime. 
Violent crime by strangers <or street 

e This "bullet" symbol identifies statements or insertions which are not spoken by the Member on the floor. 
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crime> and burglary are major sources 
of this public concern. 

Here in the Nation's Capital street 
crime has become a great problem. A 
few months ago many of my col
leagues heard me criticize the city be
cause of the plight of citizens in this, 
our Nation's Capital. The right of a 
citizen to be safe is very much in jeop
ardy here in our Capital City. 

Mr. President, my good friend Sena
tor D' AMATo and I are working with 
the city of Washington's officials to 
assist them in their efforts to combat 
crime in the District of Columbia, and 
I am most pleased to report there has 
been a firm response from the officials 
of this city to the problem which they 
acknowledge. 

Senator D' AMATo is doing a superb 
job in concentrating on improvements 
in the District's court system and 
police force. Senator WEICKER and his 
staff, working with mine and with the 
staff of Senator D' AMATo have been 
working with the Department of Jus
tice on a study of crime victimization 
and crime patterns in the District of 
Columbia generally, and particularly 
in the Capitol Hill area. 

This study should be of great value 
to Congress and the Mayor's Commis
sion on Crime and Justice here in the 
District of Columbia. 

I hope we will be able to take up the 
bill of the distinguished senior Sena
tor from South Carolina, the chair
man of the Judiciary Committee. It is 
worthy of the full attention of the 
Senate and speedy action. There are 
other Members of the Senate who I 
believe share my frustration at Con
gress inability to act upon reforms to 
our judicial system and our criminal 
justice system. The Judiciary Commit
tee and particularly the Subcommittee 
on Criminal Law have done excellent 
work in this Congress and it should 
not be left on the desk when we ad
journ. 

The avoidance on the part of the 
Congress of this problem probably was 
one of the things that led the Presi
dent to submit to us his Criminal 
Reform Act of 1982. In his transmittal 
message to Congress he quoted the At
torney General, Mr. William French 
Smith, as saying that: 

Through actions by the courts and inac
tion by Congress, an imbalance has arisen in 
the scales of justice • • • in favor of the 
rights of the cr1minal and against the rights 
of society. 

Mr. President, nowhere is this prob
lem more apparent than in the case of 
the habitual offender. Earlier this 
year the Senator from Pennsylvania 
<Mr. SPECTER) introduced the Career 
Criminal Life Sentence Act of 1981, S. 
1688. It would make it a Federal of
fense for individuals to continue a 
career of robberies and burglaries if, in 
the last offense, the person used a 
gun. That would be the nexus of crimi
nal jurisdiction through the Federal 

system. And it would provide for pun
ishment through a mandatory sen
tence of life imprisonment for habitu
al offenders of this type. 

Now, I am sure that that approach 
does not warm the hearts of some be
cause it is the antithesis of the treat
ment and rehabilitation approach in 
the modem corrections theory. But 
something must be done, Mr. Presi
dent. I am a former U.S. attorney, my 
wife is a former district attorney, and 
we feel that there are offenders for 
which treatment and rehabilitation is 
inappropriate and incarceration is the 
most appropriate response to protect 
the public through our criminal 
system. 

My whole point, Mr. President, is 
that we have not yet had the time to 
consider some of these ideas-those of 
Senator THuRMoND, Senator SPECTER, 
and others-because we have been too 
busy with other issues. I urge the 
Senate to give its close consideration 
to this bill, and, above all, I urge that 
Members of the Senate listen to us 
when we say we must have time agree
ments in order to get to the work that 
is at hand. And one of the things that 
is holding up some of these measures 
is the failure of some of our Members 
to agree to reasonable time agree
ments as we come to the end of this 
session. 

I thank the Chair. 
The PRESIDING OFFICER <Mr. 

CocHRAN). The time of the majority 
leader has expired. 

Mr. THURMOND. Mr. President, I 
ask unanimous consent that I may be 
recognized for 1 minute. 

The PRESIDING OFFICER. Is 
there objection? Without objection, it 
is so ordered. 

Mr. THURMOND. Mr. President, I 
wish to commend the able assistant 
majority leader, the senior Senator 
from Alaska, for the remarks he just 
made. I hope the Senate will heed his 
remarks. We have had these crime 
bills on the calendar since last year. It 
is hard to explain to the public why 
we do not take action. 

So, again, I thank the distinguished 
Senator for what he has had to say. 

Mr. STEVENS. I thank the Senator. 

RECOGNITION OF THE ACTING 
MINORITY LEADER 

The PRESIDING OFFICER. Under 
the previous order, the acting Senate 
Democratic leader is recognized 

Mr. BRADLEY. Mr. President, Ire
serve the remainder of the leadership 
time and I am prepared now to move 
on to those who are to be recognized 
under special orders. 

RECOGNITION OF SENATOR 
GRASSLEY 

The PRESIDING OFFICER. Under 
the previous order, the Senator from 

Iowa <Mr. GRASSLEY) is recognized for 
not to exceed 15 minutes. 

THE GREAT TAX DEBATE 
REVISITED 

Mr. GRASSLEY. Mr. President, on 
August 24, an editorial in the Wash
ington Post entitled "The Next Tax 
Bill" called for further tax increases. 
This hardly came as a surprise to me 
or probably to many other Members of 
this body. The editorial reflects a gen
eral misunderstanding about the tax 
work that we on the Finance Commit
tee did this year and about the direc
tion future tax reform should take. 

This year's tax legislation was an at
tempt to spread out the burden of tax 
payments so that a fair share would be 
paid by all. The combination of tax 
compliance and loophole closings ac
counted for over four-fifths of the tax 
bill. 

In another sense, the $98 billion tax 
bill restored much of the tax base that 
was eroded following the 1981 "Christ
mas tree" type bill and also from the 
weakening of the economy that result
ed from reduced and delayed incen
tive-oriented tax cuts in the 1981 tax 
bill. The eroded tax base, coupled with 
insufficient budget cuts, helped 
produce a trend of rising future defi
cits. 

The next step to be taken with 
regard to fiscal policy is not to further 
increase taxes, as the Post would 
argue, but rather to determine the di
rection of tax reform and then pro
ceed to reform the system. 

Certainly, further loophole closings 
are justifiable. There are both eco
nomic and ethical reasons for such 
measures. But, in a strict economic 
sense, further reductions in these "tax 
expenditures" should be accompanied 
by a simultaneous reduction in person
al tax rates. If Congress were to pack
age another $98 billion tax bill next 
year in much the same manner of clos
ing loopholes, taxing consumption and 
increasing reporting requirements, as 
in the 1982 bill, we could lower mar
ginal tax rates across the board by an
other 10 percent, in addition to the 10 
percent already scheduled for July 
1983. 

This year's revenue bill was a correc
tive measure taken to repair the 
damage done by the previous year's 
excesses. Last year's "Christmas tree" 
read like a gift list to Santa from every 
special interest group in the country. 
Baltimore Sun White House Corre
spondent Fred Barnes recently re
counted the makings of that bill in an 
August 24 Sun article, adapted from 
the September Reader's Digest. The 
article kindles memories of how the 
bill evolved from a clean, simple rate
reduction measure to a basket of rich 
goodies. Once the goods were picked, 
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only a weakened tax base and a large 
deficit remained. 

Already, voices like the Washington. 
Post are cal1.1ng for still higher taxes 
to further restore the tax base. The 
problem with this is that although the 
tax base is narrower than pre-1981, 
the tax burden is greater, thanks to 
bracket creep and increased social se
curity taxes. If revenues are to in
crease further, as they must, they 
should be increased through economic 
growth. 

It is time we restructured our Tax 
Code away from favoring consumption 
and debt and instead direct it toward 
establishing neutrality, which would 
have a positive impact on work incen
tive and savings. That would mean 
closing loopholes and eliminating cred
its and deductions on the one hand, 
and lowering marginal tax rates along 
with repealing the tax on earned inter
est and investment on the other. This 
alone, in conjunction with a sound 
money policy, will allow the economy 
to grow to the extent that revenues 
will increase without a tax increase. 
This is the most efficient way of 
broadening the tax base. 

The key to this policy, though, is 
swift and timely action. We cannot 
waste time in shifting our economy 
toward a work-and-save environment. 
The last time we failed to act swiftly 
on fiscal reform, a recession resulted. 
We are presently trying to emerge 
from that recession. 

The Reagan administration came to 
Washington with the intention of re
versing recent economic policy from 
loose money and high taxes to sound 
money and lower taxes. Lower taxes 
would be needed to prevent a recession 
in the wake of tight money. The tax 
stimulus would prevent a fall off in 
demand by creating demand through 
additional productivity. The Federal 
Reserve, however, put on the mone
tary brakes long before tax reduction 
ever took place. Money was tightened 
immediately after the November 1980 
elections, while meaningful tax reduc
tion, in an aggregate sense, has still 
not occurred. This combination of 
tight money and high taxes choked off 
the economy and sent us into a reces
sion that we are hopefully now coming 
out of. 

The prevalling wisdom for correcting 
the economy is to loosen up on the 
money supply and balance the budget 
through further tax increases. Al
though guised in all kinds of nifty 
rhetoric, this could be a return to pre
Reagan policy, the policy of the infla
tion/stagnation-ridden 1970's. No 
matter what the rhetoric, artifically 
lower interest rates do not yield steady 
economic growth, but rather steadily 
growing inflation. And higher taxes to 
balance the budget do not yield fiscal 
responsibility, but rather economic 
contraction. A return to this tried-and-

failed policy would certainly be a pre
scription for economic chaos. 

Again, it must be understood that 
the economy needs to grow at once. If 
we follow a path of tight money to 
abate inflation, we must also follow a 
path of restoring work-and-save incen
tives to assist in economic expansion. 
Interest rates will come down if after
tax returns increase and inflation con
tinues to subside. If tax reform trade
offs are done swiftly and in proper 
fashion, then projected deficits should 
be only temporarily large. 

The only alternative to this policy 
course, economically, is to systemati
cally cut Federal spending until defi
cits are drastically lowered. Congress 
demonstrated aversion to cutting back 
further on spending has rendered this 
a less realistic basis for future fiscal 
policy. Spending reforms in the budget 
process are needed in order to get a 
handle on an uncontrolled budget. But 
the real problem is a structural rela
tionship between the tax base and our 
spending goals. 

If Congress is determined to provide 
for the security and social needs and 
desires of the public, then we must 
find ways to create appropriate and 
new resources. This can be done only 
through economic growth, through a 
prudent and sensible tax policy which 
will unleash productivity. 

Mr. President, I ask unanimous con
sent that the two articles, one by Fred 
Barnes of the Baltimore Sun and the 
other the editorial from the Washing
ton Post, be reprinted in the RECORD 
for the benefit of my colleagues. 

There being no objection, the arti
cles were ordered to be printed in the 
RECoRD, as follows: 
[From the Washington Post, Aug. 24, 19821 

TID: NEXT TAX BILL 

Congress and President Reagan made a 
substantial begf.nning, with the two bllls 
passed last week, in the job of squeezing 
down the deficit. But there's still a long way 
to go. Further tax increases are going to be 
necessary, and it's worth considering the 
general shape that the future American tax 
system ought to take. 

A few numbers are useful here, to suggest 
the magnitude of what's being done and 
what's still to do. The beglnnlng point is an 
estimate of the federal deficit that would 
have occurred if last week's legislation had 
failed. For the flscal year 1983, which begins 
on Oct. 1, it would have been in the neigh
borhood of $180 bllllon. That estimate has 
been moving upward all year because the re
cession has been more severe, and lasted 
longer, than most people, ourselves includ
ed, expected 

The new tax bill that Congress passed last 
Thursday will increase revenues about $18 
bllllon in flscal 1983. But it also contains 
spending cuts amounting to $3.6 bllllon that 
year. They are mostly in Medicare, inciden
tally, and fall prlmar1ly on doctors' fees 
rather than on the coverage of elderly pa
tients. The bill further included about $1 
bllllon in increased unemployment benefits. 
But last week, Congress also passed, sepa
rately, the legislation that reconciles some 
of the big benefit programs to its spending 

targets. The reconclllation bill will cut an
other $3.3 bllllon, most of it in agricultural 
programs and federal pensions. When you 
add all of it together, it comes to $24 bllllon 
in deficit reductions. Against the original es
timate of $180 bllllon, it suggests that the 
legislation has brought the probable esti
mate for next year down to roughly $156 
bllllon. 

But there's more. Other things are hap
pening, outside Congress, that will help. 
The recent drop in interest rates saves the 
government money. If the rates were to stay 
at their present levels through the coming 
year, that would lower the direct interest 
cost to the government by another $15 bil
lion or more. Beyond that, the low rates 
would certainly encourage economic growth. 
The size of the deficit ultimately depends 
on all of the uncertainties of recession and 
growth. That's why you need to regard all 
of these numbers as illustrative, rather than 
precise forecasts. 

But they make three points worth noting. 
Number one, a large part of the present def
icit is the result of the recession; resumed 
growth will help bring the deficit down. 
But, number two, even with growth, further 
legislation will be necessary. Number three, 
while last week's two bllls both raised taxes 
and cut spending, the tax increase was three 
times as great as all the spending cuts to
gether. Both the White House and Congress 
are finding it harder and harder to locate 
tolerable cuts in spending. To keep closing 
the deficit, they are going to have to rely 
mainly on taxation. 

What form should future tax bllls take? 
Since Mr. Reagan took office, the income 
tax has become somewhat less progressive. 
The balance has been shifted slightly from 
income taxes to consumption taxes. The 
question, not only for tax specialists but for 
voters, is whether to pursue this trend far
ther-and how far. 

[From the Baltimore Sun, Aug. 24, 19821 
TID: MAKING OP' A TAX BILL 

<By Fred Barnes> 
Fresh from his landslide election victory, 

President Reagan set out to produce a clean, 
incentive-oriented tax cut to restore com
petitive strength to the American economy. 
Then the single interest lobbying began. . . 

For example: 
Before the trucking industry was deregu

lated by the Motor Carrier Act of 1980, gov
ernment-granted operating licenses to inter
state trucking firms had been bought and 
sold for millions. But since deregulation, 
thousands of new licenses have been issued, 
making the old ones worthless as salable 
assets. The IRS and a federal court had 
balked at allowing firms to claim this loss of 
monopoly rights as a true tax-deductible 
business loss. So the industry now sought 
passage of a special tax break for estab
lished trucking companies. 

In normal times, interest groups like the 
trucking industry have had little difficulty 
persuading Congress to decorate tax laws 
with special favors. Last year, however, such 
tax breaks faced a new powerful obstacle
President Reagan. 

In the case of the truckers' assault on the 
tax legislation, J. D. Wllllams, a Democrat 
and one of the top lobbyists in Washington, 
was well aware of the administration's oppo
sition. So he turned to Congress. Support 
for his plan blossomed quickly in the House, 
where vote-rich factions were easy to win 
over, and where Mr. Wllllam's friend, Rep
resentative Dan Rostenkowskl <D., ill.>. 
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heads the tax-writing committee. But not so 
the Republican-controlled Senate. Senator 
Robert Dole <R., Kan.>. as adamantly op
posed to the truckers' tax benefit as is the 
president, is chairman of the Finance Com
mittee. 

Mr. WUliams launched a campaign to re
cruit a majority on Senator Dole's commit
tee. Gaining access was no problem. As a 
former Senate rude and a regional director 
in Hubert Humphrey's 1968 presidential 
campaign, Mr. WUliams is well known to 
nearly every member and, like other lobby
ists, contributes to election campaigns. 

He and his client, the American Trucking 
Associations, Inc., summoned trucking ex
ecutives to visit their senators. And Mr. Wil
liams enlisted all the committee Democrats 
plus two Republicans. The result: In June, 
1981, the committee voted 11 to 6 for the 
truckers' tax break. 

Other groups also helped turn Mr. Rea
gan's incentive-oriented tax measure into 
something resembling previous special-inter
est "Christmas tree" tax bills. The oil indus
try got lavish concessions. Unprofitable 
companies were given a unique break. And 
even racehorse breeders improved their lot 
with retention of a tax write-off which cost 
an estimated $200 mUlion in lost revenues 
by 1986. 

After two hwnillating House defeats on 
Reagan budget cuts in the spring and 
summer of 1981, the Democrats were shop
ping for a means to derail the administra
tion's tax bill. And Dick Kline, Washington 
representative of an oil-producer's organiza
tion, the Domestic Wildcatters Association, 
had the tool. 

Mr. Kline went to Representative Charles 
Wilson <D., Tex.>, a favorite of the inde
pendent oil-producers lobby, with a scheme 
that would embellish the Democratic alter
native tax bill with such hefty breaks to on 
interests that it might attract enough 
Democrats from the oil-producing states to 
thwart the Reagan reforms. Mr. Wilson 
quickly forged a deal with House Ways and 
Means Chairman Rostenkowski. If Mr. 
Wilson could sign up 10 Democrats who had 
sided with Mr. Reagan on the budget votes, 
Mr. Rostenkowski would add tax relief for 
royalty owners and independent oil produc
ers to the Democrat's bill. Mr. Wilson re
cruited the necessary congressmen, and 
Ways and Means approved a measure with 
over $9 bUlion in new write-offs for the oil 
industry. It seemed likely to triumph on the 
House floor. 

Oil lobbyists now had the Reagan admin
istration wallowing in apprehension over 
prospects for its tax bill. Meeting with ad
ministration officials, Representative Kent 
Hance <D., Tex.>, co-sponsor of the Reagan 
bill, informed them that they were "a good 
30 votes" short of a majority. He recom
mended outbidding the Democrats on oil 
breaks. Treasury Secretary Donald Regan 
huffily dismissed the idea, but Representa
tive Jack Kemp <R., N.Y.>, though strongly 
favoring a clean bill, urged Secretary Regan 
to mollify Mr. Hance. He quickly scribbled a 
note: "Without Hance and those other 
Texans, we are going to lose big." Adminis
tration officials didn't just mollify Mr. 
Hance. They actually assigned him to draft 
new on provisions for the Reagan bill. 

Eventually, $12 bUlion in oil tax reduc
tions ended up in the tax law. Half went to 
royalty owners and involved tax concessions 
for established wells, which rank lowest in 
the stimulation of new oil production. 

Another administration concession of du
bious economic value permitted the sale of 

tax write-offs by floundering companies 
<which cannot use them because they don't 
have profits to be taxed> to wealthy compa
nies that can. This tax provision-safe 
harbor tax leasing-could be extraordinarily 
costly to a deficit-ridden Treasury-perhaps 
costing as much as $60 biUion over five 
years. 

In its successful outbidding of Democratic 
tax writers, the administration wound up 
accepting in toto a number of provisions 
that lobbyists and Congressmen had forced 
into the Democratic bill. One costly scheme 
grants tax-free status to dividends reinvest
ed in some public utilities. This will boost 
the federal deficit by $1.6 bUlion over the 
next five years. 

Another plan lifted from the Democratic 
bill granted new tax write-offs to state legis
lators. Pressure was applied by the Califor
nia Senate and Assembly, several of whose 
members were feuding with the IRS over 
certain deductions. The IRS insisted that 
legislators actually be away from home 
overnight to qualify for write-off of ex
penses. The legislators argued otherwise, 
and they had a powerful weapon: reappor
tionment of Congressional districts. There 
were veiled threats that this would go 
poorly for incumbents if the broadened tax 
break were not enacted. 

Into the Reagan bill went a provision that 
established something of a precedent: Legis
lators need no longer be away from home 
overnight to claim deductible expenses. 
Congress then decided to adopt this benefit 
for its own members, voting in December to 
create a $75 deduction for each senator and 
representative for each day Congress is in 
session-a "gift" of about $19,000 a year. 
<When this embarrassing write-off caused a 
political furor, Congress voted last summer 
to repeal it.> 

The squabbling that resulted as high-volt
age lobbyists and congressmen grabbed for 
tax-break goodies reinforces the adage, most 
recently voiced by Christine Vaughn, a tax 
specialist for the Treasury Department: 
"Tax law is like sausage. You don't want to 
see it being made." 

Budget Director David Stockman, who did 
see the Reagan tax legislation in the 
making, told Atlantic magazine writer Wil
liam Greider, "The greed level, the level of 
opportunism, just got out of control." 

The final irony is that in response to con
gressional concern over the projected size of 
the federal deficit the White House eventu
ally agreed to reduce its supply-side tax cut 
for individuals from 10 percent to 5 percent 
and postponed its implementation. By 1986 
the deficit savings from this fallback are 
supposed to amount to $100 bUlion. 

Yet Congress's apparent concern over 
soaring deficits was quickly abandoned in 
the rush to appease special interests. The 
$100-bUlion savings from trimmed personal 
tax relief was more than gobbled up by spe
cial-interest breaks. 

Who were the big losers from this scram
bling for selfish advantage? The Treasury, 
the national economy and you. 

Mr. GRASSLEY. Mr. President, I 
yield back the remainder of my time. 

ORDER OF PROCEDURE 
The PRESIDING OFFICER. Under 

the previous order, the Senator from 
Georgia <Mr. NUNN) and the Senator 
from Missouri <Mr. EAGLETON) were to 
be recognized on special orders. How-

ever, these Senators are not in the 
Chamber at this time. 

RECOGNITION OF SENATOR 
BRADLEY 

The PRESIDING OFFICER. Under 
the previous order, the Senator from 
New Jersey <Mr. BRADLEY) is recog
nized for not to exceed 15 minutes. 

EASTERN EUROPEAN DEBT TO 
THE WEST 

Mr. BRADLEY. Mr. President, today 
I am continuing my discussion of the 
risks to the international financial 
system with an examination of the 
debt of the Eastern European nonmar
ket countries to Western governments 
and banks. Since the nonmarket 
economies are closed, all debt esti
mates are rough, but the debt of the 
members of the Council for Mutual 
Economic Assistance, CMEA, plus 
Yugoslavia is on the order of $80 bil
lion-the equivalent of another Brazil 
or Mexico. 

These countries are Bulgaria, 
Czechoslovakia, the German Demo
cratic Republic, Hung&-y, Poland, Ro
mania, and the Soviet Union. Their 
debt to the West piled up rapidly 
during the 1970's, starting at about $9 
billion, and reaching over $80 blllion 
by 1980. 

The repression in Poland called at
tention to the expanding role of West
em institutions in financing nonmar
ket economies and the resulting expo
sure of our banks to their economic 
and social failures. The Polish experi
ence raised a political question in the 
West-whether our interests are 
served or not served by fostering East
em bloc economic development and 
interdependence with us. 

Western nations will debate this po
litical question for some time to come, 
and the debate will shape the level 
and pattern of western lending to the 
East in the future just as it will affect 
our global foreign policy strategy. 

But today, my concern is a critical 
economic question surfaced by the 
Polish crisis-how should we in the 
West respond to the risks posed by the 
exposure of our banks to the function
ing of European economies. The safety 
of loans to these countries is an impor
tant concern for Western nations, re
gardless of the political merits of en
couraging economic ties to Soviet-bloc 
countries. I believe that a close look at 
the risks to Western economies which 
could grow out of the exposure of our 
banks to events in Eastern Europe 
strengthen the case for a contingency 
plan to safeguard our international fi
nancial system. 

Poland's debt problem today is the 
most serious, but its features are not 
unique. From 1970 to 1980, Poland's 
net hard currency debt to the West 
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swelled from $1.1 billion to $22 billion. 
By 1979, Poland's gross debt was 31fs 
times the size of its earnings from ex
ports to non-Communist countries. Its 
yearly debt service to the West-equal 
to 92 percent of its exports to the 
West-just about consumed each 
year's hard currency earnings. Meas
ured another way, by 1979, 85 cents of 
every dollar Poland borrowed from us 
was needed just to service debt to us. 
In short, Poland borrowed primarily to 
repay its past loans. Under these cir
cumstances, Poland's external balance 
with the West had become unman
ageable long before Solidarity freedom 
strikes and martial law repression dis
rupted its domestic economy. On the 
contrary, Poland's current account 
constraints precipitated domestic eco
nomic policies which, to some degree, 
fired underlying political unrest. 

How did Poland get into this eco
nomic predicament? 

In 1971, Poland's new First Party 
Secretary, Gierek, launched a develop
ment strategy for modernization based 
on importing Western technology and 
credits, to build industries able to 
export to Western markets. Gierek's 
growth strategy seemed to work at 
first. But poor investment decisions, 
the inappropriate use of technology, 
and depressed sales in Western mar
kets began to erode Poland's external 
account in the mid-1970's. Further, 
bad weather and Gierek's diversion of 
resources to industry weakened Po
land's agricultural sector, forcing Po
land's people to look for food to West
em markets. As imports rose, and ex
ports lagged, Poland's debt accumulat
ed. Its debt service increasingly cut 

.into its shrinking hard currency earn
ings. 

By the end of the 1970's, these do
mestic policy errors combined with ex
ternal factors such as the effects of oil 
shocks and slow growth of the West 
combined to mire Poland hopelessly in 
debt. 

Despite signs that Poland was head
ing toward insolvency, the banks of 
the West kept their windows open, re
assured by their faith in a Soviet "um
brella" covering Poland's obligations, 
and by the Western government guar
antees that backed many of their 
loans. Moreover, banks make money 
by lending deposits, and the interna
tional banks had hefty OPEC petro
dollar deposits that had to be lent to 
someone. The East looked attractive 
when the West was in recession, and 
East European countries steadily 
became a familiar customer. By 1976, 
most U.S. banks had leveled off their 
lending to Poland, but the banks of 
Western Europe increased their expo
sure. 

As noted, by 1979, Poland's debt 
service was consuming most of its hard 
currency earnings. That year for the 
first time since World War II, its na
tional income fell. The next year, Po-

land's leaders sought to curb spending 
and restrain costs by reducing meat 
subsidies and holding down wages. 
Strikes followed, leading to the rise of 
Solidarity and the fall of the Gierek 
government. Soon the new Kania gov
ernment was asking for more credits. 
This time, Western banks refused. In 
Match 1981, Poland announced it 
could not service its debt. 

Poland's announcement forced West
em banks and governments into debt 
negotiations. The banks waited for the 
governments to come to terms. They 
did in April 1981, accepting Poland's 
payment of the interest due on official 
debt in the last three-quarters of 1981 
plus 10 percent of the principal, and 
its pledge to repay the rest over 4 
years, beginning in 1985. The banks 
then persuaded Poland to agree to pay 
the full interest due on its commerical 
debt in 1981, and agreed to reschedule 
95 percent of the principal. Negotia
tions on the estimated $3.5 billion due 
Western banks in 1982 now have been 
concluded. 

The agreement is more liberal than 
the 1981 accord in that, according to 
the Wall Street Journal, it forces 
bankers to extend a short-term credit 
facility to Poland by recycling 50 per
cent of Poland's 1982 interest pay
ments totaling $1.1 billion, into new 
trade credits with a maturity of 3 
years. 

Also, 95 percent of principal will now 
be repaid over 3¥2 years beginning in 
1982. 

Poland's leaders may be able to sign 
a rescheduling agreement, but will 
they be able to sign a repayment 
check? Even without martial law to 
paralyze its economy, and the spirit of 
Solidarity reforms to unsettle it, Po
land's prospects for putting its finan
cial house in order would be dim. 
Among the CMEA countries, Poland 
carries by far the heaviest net debt to 
the West, and has the highest ratio of 
debt to hard currency earnings. Its net 
per capita debt is second only to Hun
gary's. 

Of course, Western sanctions are 
compounding Poland's economic ills. 
Poland's exports to the United States 
dropped to $74 million through May 
of this year, compared to $172 million 
during the comparable period last 
year, and their imports from us fell to 
$80 billion during this 5-month period 
from $412 million during this same 
period last year. Without increased im
ports from the West and the East to 
build its industries Poland's industrial 
decline will continue. Its production 
was off by 8. 7 percent from the same 
period last year. Earlier this year, the 
Polish zloty was devalued and the 
retail prices of many food and con
sumer goods were raised by 100 to 300 
percent. With rising import costs, 
rising deficit and rising debt, Poland 
will not be able to afford increased im
ports from anywhere. 

Poland faces a bleak environment. 
But it is not dramatically worse than 
the one faced by some of the other 
Eastern European countries. One 
reason is that all these countries face 
the same prospect of shrinking export 
markets in the recessionary West and 
increased wariness among Western 
businessmen about creating economic 
stakes in the East. In short, the non
market economies cannot count on 
rising interdependence with market 
economies to help improve their eco
nomic efficiency and raise their living 
standards. At the same time, stringen
cies in the Soviet Union limit the abili
ty of Eastern bloc countries to tum 
there for compensatory help which is 
of critical importance. A very ominous 
development was the recent default by 
CUba on debt owed the Soviet Union. 
This fact could be a danger signal to 
those banks that had expected the 
Soviet Union would ultimately be 
backing up their loans to Poland. 

During the 1970's, the prospect of in
creased Western goods and credit, 
combined with cheap Soviet oil and 
gas formed the basis for the modern
ization plans of many of the East Eu
ropean economies. Today, the ingredi
ents of this growth formula appear 
more scarce. In the years ahead, the 
West will be less able and more reluc
tant to interact commercially with the 
East, and subsidized Soviet energy 
sales will likely be limited due to 
Soviet supply constraints and produc
tion needs, as well as the Soviet 
Union's need to earn hard currency 
through lucrative market-price sales. 

This new world will complicate the 
economic and political choices of 
many of the Eastern European coun
tries. Reduced accesa to the West 
could force even greater dependence 
on the Soviet Union, at the same time 
that the Soviet Union is unable to 
assume the greater burden. Austerity 
is a probable result, and is likely to be 
accompanied by a further closing off 
of Eastern European societies to West
em influences, particularly if austerity 
stirs pressures for internal reform. 
How these developments would affect 
Western security interests would 
depend on the particular events within 
each country, as well as how we re
spond. But whether, on balance, aus
terity in Eastern Europe will serve or 
frustrate our broader strategic objec
tives is highly controversial. 

For the people of nonmarket coun
tries, the verdict is apparent-econom
ic times will be harder and for those 
who have some independence from the 
Soviet Union, preserving it will be 
trickier. The signs of economic strains 
are surfacing. One important sign can 
be read into data recently released by 
the Bank for International Settle
ments. It shows an unprecedented de
cline of 29 percent in the deposits of 
East European countries in Western 



25050 CONGRESSIONAL RECORD-SENATE September 24, 1982 
banks during the first quarter of 1982. 
At the same time, the gross debt of 
these countries to Western banks 
dropped by 8.2 percent, or $3.7 billion. 
What this indicates is that the non
market countries are becoming 
trapped in a liquidity crunch and are 
drawing down their hard currency 
assets in order to service their debt. 
This trend is disturbing because it may 
lead to widespread liquidity shortages 
for these countries and liquidity short
ages threaten Western banks with 
debt collection problems. 

Poland's debt has been rescheduled 
for the second year in a row. Roma
nia's debt is about to be rescheduled, 
and Hungary is searching for funds 
from virtually all possible sources. 

Against this background, it is worth 
noting that, by some measures, Po
land's debt problem is not the most se
rious. One 1981 study of the hard cur
rency debt of CMEA countries found 
that Hungary's per capita net debt was 
higher than Poland's, and that Poland 
was near the bottom of the CMEA list 
in terms of its ratio of short-term li
abilities to hard currency exports. 
Consequently other CMEA countries 
may have more difficulty paying what 
is coming due shortly. Leading this list 
is Bulgaria, followed by Hungary and 
then the German Democratic Repub
lic. It has been assumed that the rela
tively high liquidity reserves of these 
countries would help take care of their 
short-term repayments in the absence 
of sufficient hard currency earnings. 
But as noted earlier, hard currency re
serves held in Western banks are 
shrinking for the group as a whole. 
Moreover, the depletion is greatest for 
East Germany, followed by Hungary. 
If this trend continues, there will be 
no insulation of reserves to protect 
these countries against the strains of 
debt service. 

The external positions of the East
em European countries in the future 
will largely depend on first, their 
present debt burden; second, prevail
ing interest rates; and third, their abil
ity to bring their trade with the West 
into balance. The 1981 study men
tioned earlier concluded that under 
the most probable scenario, the 
U.S.S.R. would have no problem meet
ing its international obligations, even 
without increased gold or arms sales. 
Czechoslovakia, too would be in good 
shape, as long as it endures depressed 
economic growth, and continues to 
market its arms abroad. 

Romania will run into trouble if it 
cannot pay more for its OPEC oil or 
exact more subsidized oil from the 
U.S.S.R. As Romania's domestic oil 
sources dried up, it placed its hopes 
for economic growth on agreements 
with Iran, Iraq, and other OPEC coun
tries to supply energy for oil and gas 
intensive industries. These arrange
ments, and Romania's growth plans 
with them, were shattered by the 

Khomeini revolution and the war be
tween Iran and Iraq. Last year, Roma
nia's real investment was down by 7 
percent. Romania today must increase 
its exports to OPEC countries, reduce 
its imports, and probably tum to the 
Soviet Union for more subsidized oil. 

The 1981 study estimated that 
unless Romania can pay for increased 
OPEC purchases with bartered ex
ports, they could add some $1 billion 
yearly to its debt bill. Total Western 
claims on Romania stood at $9 billion 
in 1980, and it now owes Western 
banks some $5 billion. Because of its 
debt service problems and cool recep
tion in commercial financial markets, 
Romania recently accepted the rein
statement of an IMF stabilization pro
gram, but its credit rating in commer
cial markets is still clouded. One of 
Romania's goals is to reduce its cur
rent account deficit from last year's 
$818 million to $450 million by year 
end, and toward that end, Romania's 
foreign trade enterprises now are le
gally required to keep their trade in 
balance. Without hard currency earn
ings, Romania debt could well become 
unmanageable. Efforts to further cur
tail growth could precipitate domestic 
problems akin Poland's. 

Despite Hungary's record of good 
performance under its new economic 
mechanism, which encourages flexibil
ity and technical professionalism, its 
economic performance fell short of 
planned targets last year with indus
trial output growing at just over 2 per
cent and agriculture stagnating, Hun
gary's hard currency imports rose 1.6 
percent in first quarter 1982, eclipsing 
its hard currency exports which fell by 
0.6 percent over the same period. Poor 
markets for its export industries are 
complicating Hungary's management 
of its Western debt, which totaled $7 
billion in 1980. More ominous is the 
deterioration of Hungary's hard cur
rency deposits in Western banks, its 
primary repository of liquidity. Hun
garian deposits fell more than 50 per
cent just in the first quarter of 1982, 
considerably reducing its liquidity 
cushion against debt service pressures 
in the future. 

Surprisingly, the German Democrat
ic Republic, despite its past caution 
about borrowing from the West, has 
borrowed more heavily in recent years 
and could become one of the most fi
nancially strapped nonmarket coun
tries. The GDR's ambitious growth 
plans for 1981-85 could lead to new 
highs in Western import levels, raising 
its debt from about $10 billion today 
to perhaps $31 billion in 1985, accord
ing to one projection. The GDR's 
growth strategy is to raise labor pro
ductivity and increase economic effi
ciency largely through accelerated sci
entific and technological development, 
and the introduction of new industrial 
technology. No doubt, the GDR's pro
jection of 5.5 percent annual growth 

over the 5-year period anticipated 
growing export credits and continuing 
technology transfer from the West, 
primarily from the Federal Republic 
of Germany. 

Changes in Western attitudes could 
put a large dent in these plans, par
ticularly if subsidized credits are not 
forthcoming. Banks, soured by re
scheduling problems with Poland and 
Romania, are not eager to increase 
their East German exposure. A possi
ble harbinger of East Germany's prob
lems is its reported inability to repay 
fully its Western debts this year, 
unless banks extend the maturities on 
some of the expiring credits. Some 43 
percent of its debt will come due by 
the end of this year. Since most of 
East Germany's hard currency earn
ings are in West German marks, the 
rise of the dollar has hurt East Ger
many's ability to repay its dollar de
nominated debt with exports and re
serves. The GDR was forced during 
the first quarter of 1982 to drain 
$644M of its deposits in Western banks 
more in absolute terms than was 
drawn down by any other Soviet bloc 
country. 

The banking community's brush 
with default in Poland, and the jittery 
state of Eastern European economies 
should dispel the illusion that all loans 
to the so-called command economies 
are sure bets. In the past, high credit 
rating for CMEA countries have been 
due in part to the misimpression that 
a command economy meant that the 
leaders simply have to command to en
force economic policy. High ratings 
also stemmed from the convictions of 
most bankers that in the end, the 
Soviet Union would offer its own 
wealth an "umbrella" to shield the 
CMEA countries-and therefore their 
creditors-from the punishment of de
faults. Finally, the preferred rating of 
East Germany largely depended on 
unilateral transfers from its kin state, 
West Germany. 

Today, bankers rightly are giving 
the CMEA countries the cold shoul
der. As long as East-West political re
lations are strained, and Eastern coun
tries struggle to straighten out their 
trade and financial balances, this cool 
attitude is likely to prevail, particular
ly given the recent Cuban/U.S.S.R. de
fault. 

Changes in the political mood and 
economic climate may elicit new com
mercial credits to the East in the 
future, but I expect that whatever 
comes forth will be wrapped in eco
nomic-and perhaps political-condi
tions. At minimum, bankers should 
insist on access to better information 
and stabilization programs to lay the 
basis for repayment. Western govern
ments may also insist on conditions 
with a political character. particularly 
if future credits carry official guaran
tees. 
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But while our credit and trade rela

tions with the East may be better 
managed in the future, today many 
banks in our international system 
remain exposed to events in the East
em bloc. It is no comfort to the United 
States that our banks are the least ex
posed. The fates of U.S. banks are 
firmly bound to their European and 
Japanese counterparts through a net
work of interbank loans, and second, 
our security and prosperity as a nation 
is firmly bound to the safety and well
being of our allies abroad. 

The implications of our economic 
and political interdependence with our 
friends are as striking in connection 
with Eastern bloc debt, as they are in 
so many other areas of policy. Unless 
we hang together, we hang separately. 
We can protect ourselves only by col
lectively weaving a safety net under 
our banking system. I urge the Reagan 
administration to create an allied con
tingency plan, including commitments 
concerning lender of last resort re
sponsibilities, currency swaps, and 
interbank loans. 

I have outlined such a plan in previ
ous speeches before the Senate. We 
simply must create a pool of capital 
sufficiently large to stem runs on 
banks created from potential sovereign 
defaults and sufficiently diverse to 
assure the rapid movement of a varie
ty of currencies. Without such a plan, 
we shall have abandoned a fundamen
tal purpose of Government-to protect 
our citizens from the devastating pos
sibility of economic collapse. 

VITIATION OF SPECIAL ORDER 
OF SENATOR NUNN 

Mr. BRADLEY. Mr. President, I ask 
unanimous consent that the special 
order of Senator NUNN be vitiated. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

RECOGNITION OF SENATOR 
EAGLETON 

The PRESIDING OFFICER. Under 
the previous order, the Senator from 
Missouri <Mr. EAGLETON) is recognized 
for not to exceed 15 minutes. 

Mr. EAGLETON. I thank the Chair. 

TRAGEDY IN LEBANON 
Mr. EAGLETON. Mr. President, 

events in Lebanon move with such a 
fast and tragic pace that any analysis 
of the situation is almost out of date 
by the time it is uttered. Recognizing, 
thus, the hazards of such a commen
tary, I shall nonetheless try to pull to
gether my thoughts on a topic by 
topic basis. 

THE WEST BEIRUT IIASSACRE 

The whole world shares in a sense of 
horror and disgust over the massacre 
in West Beirut. I agree with Israeli 
President Navon and Labor Party 

leader Peres that there is a necessity 
for a thorough and independent judi
cial commission inquiry into all of the 
facts and circumstances leading up to 
this tragedy. I emphasize that such a 
commission must have full excess to 
all facts and information and with full 
right of subpena and must be free to 
pursue the investigation wherever it 
might lead. If Prime Minister Begin 
persists in "stone-walling" this issue, 
then responsibility will inescapably be 
heavily assessed against his govern
ment for being derelict in the perform
ance of the peace-keeping mission 
which his government unilaterally as
sumed when IsraeH forces entered 
West Beirut. Prime Minister Begin is a 
student of history and must remember 
that when President Nixon "stone
walled" Watergate, it led to his undo
ing. 

Senator HENRY <Scoop) JACKSON put 
it very well in a television interview 
yesterday when he said, "Israel has 
the responsibility of initiating without 
delay a full inquiry by a special com
mission to determine what officials 
knew about this tragedy and when 
they knew it. The guilty individuals 
must be punished. This tragedy will 
not go away. The Congress of the 
United States is determined that this 
matter be resolved immediately." 

Mr. President, I ask unanimous con
sent to have printed in the RECORD a 
letter dated September 22, 1982, from 
Senator .ALAN CRANSTON on this sub
ject. Israel has no better friend in the 
Senate than ALAN CRANSTON and, thus, 
his viewpoint takes on a heightened 
significance and heightened pathos. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

<See exhibit 1.) 
U.S. REACTION 

Mr. EAGLETON. Mr. President, I 
am bound to say that our own policy 
with regard to events in Lebanon 
shows signs of hasty reaction rather 
than the kind of careful deliberation 
required. Following the assassination 
of President-elect Geymayal, Israeli 
forces moved into West Beirut ostensi
bly to prevent outbreaks of violence. 
The multi lateral force had already de
parted. President Reagan issued a 
stem demand that the Israelis with
draw. Had that demand been agreed to 
by the Israelis, a security vacuum 
would have resulted in West Beirut 
and one has to wonder what conse
quences would have followed. One has 
to wonder as well whether the decision 
to withdraw a multi-lateral force prior 
to the time when the Lebanon govern
ment was in a position to control 
events was a wise one. Indeed, that 
question arises in a new context with 
the reintroduction of the U.S.-French
Italian force. With that force in place, 
the United States becomes the respon
sible and accountable peace-keeper. 

THE USE or U.S. IIARINES IN BEIRUT 

I would have greatly preferred the 
use of U.N. peace-keeping force in 
West Beirut. I believe U.S. troops are 
particularly vulnerable targets for acts 
of violence in the emotionally charged 
atmosphere in Beirut. Having made 
the decision to send U.S. troops, the 
President should comply with the op
erative provisions of the War Powers 
Act which would, absent approval by 
Congress, limit their duty in Beirut to 
a total of 90 days. 

On the question of the War Powers 
Act, Mr. President, I ask unanimous 
consent that a letter I sent to Presi
dent Reagan be printed at the conclu
sion of my remarks. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

<See exhibit 2.) 
THE PALESTINIAN PROBLEK 

Mr. EAGLETON. Some commenta
tors view the events in Lebanon as an 
opportunity for a breakthrough 
toward peace in the Middle East. I fer
vently hope that out of the death and 
destruction, some good may come. I 
am convinced that no good will come if 
the Palestinian question is ignored. 
The destruction of the PLO military 
component and the substantial humili
ation of the PLO political component 
will not resolve the Palestinian prob
lem. That problem, if unattended, will 
generate continued conflict over the 
long term. Occupied areas can be held, 
the PLO enemy can be militarily van
quished, but the seething hatreds that 
have caused all the previous wars will 
only continue to build. The PLO may 
become a paper tiger but, in time, 
something else-perhaps with a totally 
different name and structure-will 
take its place. As Senator Jackson put 
it in his excellent "Face the Nation" 
interview of July 18, 1982, "Let's say 
the 6,000-7,000 PLO are moved out of 
Beirut. That will not solve the Pales
tinian problem. It simply won't go 
away. And I think the Israelis, many 
of them, understand that, and there's 
a division within the Israeli Govern
ment on that issue." 

THEPLO 

I think that the Palestinians have 
been badly misled by an organization 
hell-bent on the destruction of Israel 
and which organization has succeeded 
only in virtually destroying itself and 
the country of Lebanon along with it. 
Even those who vigorously opposed 
the war in Lebanon were fully aware 
of the PLO tactics of refusal through 
the years and that these tactics have 
led the Palestinians from one disaster 
to another. PLO tactics and activities 
in Jordan caused their expulsion 
therefrom in 1970. PLO tactics and ac
tivities caused their expulsion from 
Lebanon. The PLO's record is such 
that no nation was terribly eager to re
ceive them. Logic would dictate that, 
after a record of unmitigated disaster, 
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the PLO would proceed on a new 
course of accommodation to reality. 
Sadly, however, logic does not always 
prevail in international relations, espe
cially so in the Middle East. 

PRESIDENT REAGAN'S PEACE INITIATIVE 

I support President Reagan's Middle 
Eastern peace initiative. The sub
stance of it is not totally original. Por
tions, bits, and pieces of it have been 
proposed by various world leaders and 
Middle Eastern foreign policy experts 
including United States Secretary of 
State William Rogers in 1969, Israeli 
Foreign Minister Yigal Allon in 1976, 
and Israeli Party Leader Shimon Peres 
in 1982 (and earlier). It comports with 
U.N. Resolution 242 in that it envi
sions the relinquishment of Israeli-oc
cupied territories in return for an 
overall peace settlement. It does no vi
olence to the ultimate objectives of 
the Camp David Accords, although it 
obviously seeks to compress the time
table of those Accords. 

Although the substance of President 
Reagan's initiative is not totally origi
nal, the declaration of a broad, all-en
compassing initiative by the President 
of the United States is original. 

What President Reagan is in essence 
saying is that, for the West Bank, nei
ther a PLO-run, independent Palestin
ian state nor an Israeli-annexed Judea 
and Samaria can ever be an acceptable 
solution. Neither a Pax Arafat nor a 
Pax Sharon can bring lasting peace to 
the Middle East. 

A demilitarized West Bank, political
ly affiliated with Jordan and with ter
ritorial adjustments insuring Israel's 
right to exist within secure and defen
sible borders, attained through face
to-face negotiations between the par
ties, can bring peace to the Middle 
East. 

It has been said that the history of 
the Middle East since 1948 is one of 
the "missed opportunities" by all 
sides. The war in Lebanon, in spite of 
the tragic loss of life by Arabs and Is
raelis, has created a new opportunity 
to pursue peace in the Mideast. Presi
dent Reagan was wise, in my judg
ment, to take the initiative. 

From the Israeli perspective, Prime 
Minister Begin's rejection of the 
Reagan Plan need not necessarily be 
the final word. The Israeli Labor 
Party, led by Shimon Peres, supports 
the thrust of the Reagan initiative. 
<So, too, former Foreign Minister 
Abba Eban. > A significant portion of 
Israeli public opinion has always rec
ognized that exchanging "land for 
peace" is a necessity for an overall set
tlement. I believe that a real willing
ness to negotiate on the part of the 
moderate Arabs, particularly King 
Hussein of Jordan, would evoke an 
outpouring of similar sentiment from 
Israel. As one commentator recently 
wrote, no Israeli government could 
stay in power long if it left King Hus
sein waiting at the negotiating table. 

For progress and peace to occur, the 
Arab world will have to be more forth
coming. The recent meeting at Fez was 
a disappointment. On the plus side, 
the Arab states, save Libya, seem to 
recognize that diplomacy, not force, is 
the only way to secure peace. Howev
er, they steadfastly adhere to the twin 
propositions of an independent Pales
tinian state and the PLO as the sole 
negotiator-representative of Palestini
an rights. They also continue to refuse 
to recognize-in a clear and unequivo
cal way-the right of Israel to exist. 
Without this recognition. there can be 
no meaningful progress to peace. 

I am hopeful that in the coming 
months. the moderate Arabs will seize 
the opportunity for peace which is at 
hand. Even after the Fez meeting, 
King Hussein stated that President 
Reagan's initiative was "a very con
structive and a very positive move and 
I would certainly like to see it contin
ue and evolve." In my judgment. it can 
only "evolve" with his ultimate par
ticipation in the peace process. Henry 
Kissinger's memoirs pay great tribute 
to King Hussein's statesmanship and 
courage in the extraordinarily difficult 
position where the turmoil of the Mid
east has placed him. He can prove his 
statemanship and earn a richly-de
served place in history if he can lead 
the moderate Arabs down the path to 
peace with Israel. 

ExHIBIT 1 
U.S. SENATE, 

Washington, D.C., September 22, 1982. 
His Excellency MENACHEM BEGIN, 
(c/o Ambassador Moshe Arens>, 
Embassy of Israel, Washington, D.C. 

DEAR MR. PRnu: MINisTER: For almost two 
generations my country has joined with 
yours to build an Israel which can provide 
its people with increasing opportunities for 
human fulfillment within peaceful borders, 
and to work for a peace and a stability in 
the Middle East that will benefit your 
people, our people, all people. 

This history does not permit Americans to 
direct Israel's actions. However, our share in 
the chronicle of your country does entitle us 
to be known as your friend. And the truest 
mark of friendship is not flattery or unques
tioning support, but honest counsel. Indeed, 
it would be a betrayal of friendship to con
ceal criticism of actions we think likely to 
defeat the goals we have shared for so long. 

As you well know, the State of Israel has 
no stronger supporter in the U.S. Congress 
than I. 

Repeatedly through the years, during 
both Democratic and Republican Adminis
trations, I have helped lead battles in the 
U.S. Senate to defend the mutual interests 
of our two countries, to augment Israel's 
strength and security, and to oppose the en
hancement of the military power of Arab 
nations hostile to Israel. 

I do not doubt that the root cause of all 
the violence in the Middle East lies in the 
Arab holy war against Israel, lies in the re
fusal of so many Arab nations to recognize 
the right of Israel to exist and in their re
fusal to make peace with her, and lies in 
P.L.O. terrorism. 

I do not believe that the United States 
would sit idly by if CUban forces defied one 

of our neighbors and massed thousands of 
armed guerillas on one of our borders, com
menced transforming them into military 
units replete with increasing supplies of 
Soviet equipment including tanks, rockets 
and artillery, and proceeded to wound and 
kill Americans in terrorist attacks launched 
across our border upon our communities 
and our citizens. 

After all, we sent U.S.-trained forces into 
hostile action at the Bay of Pigs, and we 
risked a nuclear confrontation because of 
our concern over military developments in 
CUba-an island 90 miles off our shore
that we considered a threat to our national 
security. 

Even now, every Soviet infant, child, 
woman and man is targeted by American 
nuclear missiles. They are held hostage, 
threatened with instant death if those who 
rule the Soviet Union attack us or our allies. 
And every American, in turn, is targeted and 
held hostage by Soviet nuclear weapons. 
Indeed, every human on God's earth is held 
in thrall by this threat of the holocaust of 
all holocausts, one that would consume Jew 
and Gentile alike, one that would not dis
criminate between faiths and races. There is 
no longer any exodus to a place which 
cannot be reached by the missiles of man. 
Until the United States moves with more 
resolution, determination and creativity 
than we are now displaying to terminate 
this threat to each and all of us, our own 
hands are not clean. 

Israel is not alone in its use of military 
force to defend its perceived interests. 
There is a terrible global drift toward war. 
Violence is endemic in the world. 

The U.S. has itself resorted to force to ad
vance its perceived interests. In Vietnam, we 
too suffered the harsh consequences of 
over-estimating the utility of force. We 
learned in Vietnam that violence begets vio
lence; that expanding force has an impulse 
of its own, beyond the control of those who 
sit in government offices; that the un
leashed beast of brutality cannot separate 
the innocent and the helpless from the ar
mored enemy. 

I did not condemn Israel's initial move 
into Lebanon for the avowed purpose of 
protecting Israeli citizens av.inst repeated 
P.L.O. attacks launched from that country. 

And I refrained, despite deep misgivings, 
from commenting publicly on your seige of 
Beirut and your entry into its western sec
tion. I am reluctant to criticize a treasured 
friend and ally-especially when that friend 
and ally is in the midst of a military strug
gle. 

But the massacre of hundreds of men, 
women and children is another matter. It 
will be some time before we accurately know 
who was to blame for the massacre. We may 
never know. 

The question of responsibWty is easier to 
answer. By moving Israeli forces into West 
Beirut for your declared purpose of restor
ing stability and preventing bloodshed, your 
government took on certain responsibilities. 

You assumed responsibility for preserving 
order and protecting human life in Beirut
in this you failed. 

Mr. Prime Minister, the recent behavior 
of your military forces in Beirut is causing 
deep concern and expressions of outrage 
among many of Israel's friends. This con
cern threatens to erode support for Israel In 
the U.S. Senate and among the American 
people. As a matter of conscience, I, too, 
must now speak out. 

I am troubled by the methods you are em
ploying for the apparent purpose of control-

' 
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ling the destiny of Lebanon. To critics and 
friends of Israel alike, it increasingly ap
pears that you and General Sharon have 
substituted naked mllitary force for a bal
anced foreign policy which should reflect a 
decent respect for the opinion of mankind. 

Moreover, however, Justified your original 
goals, the horror of Lebanon is now harm
ing the security of Israel. It is repelllng your 
friends and strengthening your enemies. In 
Biblical times, a handful of the righteous 
could stand against the world. In our more 
secular times, however, no country can 
stand alone, or with but a handful of allles. 
How can Israel think to increase its safety 
through self-inflicted isolation? 

The people of Israel have always been 
known for their deeply ingrained reverence 
for human life and for the dignity of the in
dividual, a reverence born of the great his
torical suffering of the Jewish people. 
Lesser nations have allowed war to harden 
them, and have permitted prolonged war to 
erode their reverence for justice, no matter 
how virtuous their cause may have been. 

But Israel was born out of centuries of 
hope and struggle and an eternity of faith. 
It is my hope and my prayer that this faith 
and reverence can now manifest itself in 
courageous initiatives to help bring peace to 
Lebanon and then to provide an enduring 
solution for the West Bank and Gaza. 

I believe that Israel should take the fol
lowing initiatives: 

1. I urge your government to withdraw Is
raeli forces from Beirut immediately upon 
arrival of the multinational forces who are 
to assist the Lebanese Army in assuming se
curity responsibilities. 

2. I urge your government to cooperate in 
achieving the swift withdrawal of all foreign 
forces from Labanon-Syrian. P.L.O. and Is
raeli. And I urge that your government ex
ercise the utmost restraint in the use of 
your superior mllitary strength against 
Syrian and P.L.O. forces still in Labanon 
until such an agreement is reached. 

3. I urge your government to return to Is
rael's traditional concern over only immedi
ate threats to its own borders and that your 
government abandon its reliance on mllitary 
force for the solution of essentially dipolma
tic problems. 

4. Finally, through I myself have reserva
tions about elements of President Reagan's 
proposed peace plan, I urge your govern
ment to reconsider promptly its outright, 
precipitious reJection of his entire proposal. 

Perhaps the most somber consequence of 
the current strife in Lebanon is the dim
ming of the inspiring moral beacon which 
has shone so brightly from beleaguered 
Israel. 

Some day the tummoil and the k.1lllng in 
Lebanon must end. Israel will still be sur
rounded by hostile neighbors. Will you then 
be more secure if you have dissipated the 
moral stength which armed your people and 
enlisted your friends? 

A bold vision of peace and reconcillation is 
essential in the days ahead if we are to leave 
a safer world for our children. 

Yours in peace, 
ALAN CRANSTON. 

Exm:BIT2 
U.S. SENATE, 

Wcuhington, D.C., September 23, 1982. 
Hon. RONALD REAGAN, 
Pruident, 
The White House, 
Wcuhington, D. C. 

DEAR MR. PIUcsmENT: I am constrained 
once again to write on the use of U.S. troops 

in Lebanon and, most specifically, the appli
cability of Sec. 4<a><l> of the War Powers 
Act which reads in part as follows: 

"In the absence of a declaration of war, in 
any case in which United States Armed 
Forces are introduced into hostilities or into 
situations where imminent involvement in 
hostilities is clearly indicated by the circum
stances." 

The Act then goes on to require timely re
porting to Congress. 

I wrote to you on July 16, 1982 on this 
subject when it was being contemplated 
that U.S. troops <along with French and 
Italian troops) be sent to Lebanon to secure 
the evacuation of the P.L.O. guerillas. In re
sponse, I received a copy of your letter of 
August 24, 1982, to the President pro tempo
re of the Senate in which you asserted the 
deployment of troops was taken pursuant to 
your Constitutional authority as Command
er-in-Chief and head of foreign policy. No
where did you specifically acknowledge the 
applicability of the War Powers Act. 

Now, in light of the recent tragic and hor
rible events in West Beirut, U.S. troops are 
once again being dispatched. This time the 
mission, because of the violence which has 
transpired, is enormously more perilous 
than the earlier mission. Very clearly, to 
me, this is a situation "where imminent in
volvement in hostilities is clearly indicated 
by the circumstances." 

Thus, as I read the War Powers Act 
<which I co-authored with Senators Javits 
and Stennis), Sec. 4<a><1> of the Act applies 
and there is, thus, a 60 day time limit on 
this deployment <with an additional 30 days 
extension at your discretion>. 

If you conclude that Sec. 4<a><l> does not 
come into play, may I ask this. If the U.S. 
troops are fired upon, thus making it crystal 
clear that hostilities have in fact begun, will 
you then trigger into effect Sec. 4<a><l> with 
the consequent 60 day and 30 day periods as 
described above? 

Yours very truly, 
THOMAS F. EAGLETON, 

U.S. Senator. 

ROUTINE MORNING BUSINESS 
The PRESIDING OFFICER. Under 

the previous order, there will now be a 
period for the transaction of routine 
morning business, for not to exceed 5 
minutes, with statements therein lim
ited to 1 minute each. 

S. 2918-THE RESIDENTIAL 
MORTGAGE INVESTMENT ACT 
Mr. MITCHELL. Mr. President, I 

rise to express my support as an origi
nal cosponsor of S. 2918 the Residen
tial Mortgage Investment Act of 1982, 
introduced by my colleague from 
Rhode Island, Senator CHAFEE. 

The purpose of this legislation is to 
remove regulatory barriers that dis
courage private pension funds from in
vesting in residential mortgages and 
mortgage-backed securities. 

The need for this measure is evident 
when one contemplates the state of 
the housing industry. It has been dev
asted by a virtual depression for 
nearly 4 years. While annual housing 
starts were at the 2 million mark in 
1978, the trend since then has been 
almost steadily downward, going below 

the 1 million mark in 1981 and much 
of this year. With the high interest 
rates that have been so pervasive 
during this time, homeownership has 
been beyond the reach of most Ameri
cans. 

It is imperative that we look for new 
sources of mortgage credit to assist 
young home buyers and the home
building industry. The National Asso
ciation of Home Builders estimates 
that some $1 trillion will be needed to 
spur a housing recovery through the 
1980's. F'ind.ing that credit will indeed 
be difficult, particularly in light of the 
crowding in capital markets caused by 
large Federal deficits predicted 
through the middle of this decade and 
by the difficulties of the thrift institu
tions in competing for available sav
ings. 

The use of pension funds for this 
purpose holds promise. Public and pri
vate pension funds have assets exceed
ing $600 billion and, because of exist
ing legislative and regulatory barriers, 
only 3 percent have been invested in 
residential and commercial mortgages. 

This legislation would make home 
mortgages as attractive an investment 
as other types of investments current
ly made by pension funds. It would 
still require that prudent man invest
ment standards be met. 

It has the added attraction of not re
quiring any public expenditures. And, 
it would not subsidize one class of 
people, homeowners, at the expense of 
pensioners. 

In sum, the bill I have cosponsored 
is an attempt to open a new source of 
long-term capital for mortgage loans. 
It does not require the managers of 
pension funds to invest in housing, it 
only permits them to do so without 
the hurdles they must now overcome. 

THE 1983 FEED GRAIN 
PROGRAM 

Mr. HUDDLESTON. Mr. President, 
the Secretary of Agriculture yesterday 
announced the provisions of the 1983 
feed grain program. 

To be eligible for loans and deficien
cy payments for the 1983 crop of com, 
sorghum, barley, or oats, a farmer 
must reduce his planted acreage of the 
commodity by 20 percent. This reduc
tion will consist of a 10-percent acre
age reduction and a 10-percent paid 
land diversion. 

The current law requires a 10-per
cent acreage reduction and a 5-percent 
paid land diversion for feed grains, but 
authorizes the Secretary to expand 
the acreage reduction program beyond 
this minimum. Three weeks ago, 11 of 
my colleagues and I wrote to the Sec
retary to urge him to establish a 
larger paid diversion program. I com
mend the Secretary for taking the 
action we recommended. I note that 
the Secretary has not revised his 
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wheat program announcement to in
clude a larger paid diversion compo
nent. I am hopeful that the Secretary 
wlll review the 1983 wheat program 
provisions to see if wheat producers 
can be given treatment slmllar to that 
given feed grain producers. 

According to the Department of Ag
riculture's estimates, as reflected in 
the announcement of the per bushel 
deficiency payment rate, market prices 
wlll be at or below the loan rate for 
most of the 1983 crops of those com
modities. I am concerned that com
modity prices in 1983 are projected to 
be so disastrously low. Such prices 
signal the depth of the depression in 
the farm economy. I am hopeful that 
Secretary Block wlll work with Con
gress to reverse the current deplorable 
price trends. 

The Secretary also announced an in
crease in the funds allocated to the 
1983 farm storage facility loan pro
gram. The Agriculture and Food Act 
of 1981 requires that the Secretary 
make storage facility loans in all areas 
in which there is a deficiency of stor
age space. 

The Secretary had announced an 
initial funding level of $40 mllllon for 
this important program. In our letter 
of September 2, we pointed out that 
the large grain crops in 1982 and the 
near-record carryover stocks of grain 
from previous years have produced a 
storage deficit in many areas and 
higher storage charges for farmers in 
others. We urged the Secretary to 
revise the farm storage facility loan 
program, and yesterday's announce
ment is certainly an improvement over 
the previous terms. 

I again urge the Secretary to moni
tor carefully the status of storage 
availability and costs to farmers. Inad
equate cr expensive storage causes a 
disincentive for farmers to participate 
in the 1983 commodity programs. We 
must be certain that the farmer has 
every incentive to reduce carryover 
stocks that adversely affect farm 
prices. 

Mr. President, I ask that the text of 
the September 2, 1982, letter be print
ed in the RECORD. 

There being no objection, the letter 
was ordered to be printed in the 
RECoRD, as follows: 

CoiDIITl'D oN AGRICULTtJRJ:, 
NUTRITION, AND FoRESTRY, 

Washington, D.C. September 2, 1982. 
Hon. JoHN R. BLOCK, 
Secreta171 0/ .Agriculture, 
Washington, D.C. 

DEAR MR. SECRETARY: We urge you to take 
immediate action, using the statutory au
thorities available to you, to revise the Na
tion's farm programs so as to make them 
more responsive to the needs of hard
pressed farmers. 

Based on the Department of Agriculture's 
most recent estimates, record large crops of 
corn and soybeans wUl be harvested this 
year and the 1982 wheat crop wUl be close 
to last year's record. In addition, it appears 
that the volume of agricultural exports in 

1982 will increase only margina.lly from last 
year, and agricultural export sales in 1982 
will almost certainly be less than in 1981. 
The addition of the huge 1982 crops of grain 
to existing carryover surpluses, coupled 
with continuing weak markets for grains, 
will reduce low commodity prices even fur
ther. 

We, therefore, believe it imperative that 
the Administration <1> implement effective 
land diversion programs for the 1983 crops 
of wheat, feed grains, and rice, <2> assist 
farmers in increasing the Nation's grain 
storage capacity, and <3> make renewed ef
forts to increase agricultural exports. 

The omnibus Reconciliation Act of 1982 
requires you to implement paid land diver
sion programs for the 1983 crops of wheat, 
feed grains, and rice under which, for farm
ers participating in the programs for those 
commodities, the farmer must divert from 
production 5 percent of the farm's wheat, 
feed grain, or rice acreage base. <In addition 
to the paid acreage diversion, farmers must 
divert from production under the acreage 
reduction program a specified percentage of 
the acreage base; i.e., 15 percent in the case 
of wheat and rice and 10 percent in the case 
of feed grains.> 

However, as the conference report on the 
1982 Act makes clear, a paid diversion of 5 
percent is only a minimum. Under the Agri
culture and Foods Act of 1981, you have au
thority to establish larger paid diversion 
programs for wheat, feed grains, and rice 
<and upland cotton if you determine that an 
acreage reduction program is needed for 
that commodity>. 

We believe that the 1983 paid diversion 
programs should be larger than 5 percent if 
they are to be effective in limiting produc
tion and bringing supplies more in line with 
demand. Therefore, we urge you to exercise 
your discretionary authority and expand 
the 1983 paid diversion programs to levels 
that will be effective in strengthening com
modity prices. 

The large grain crops now being harvested 
and the near-record carryover stocks of 
grain from previous years have also pro
duced a storage deficit in many areas and 
higher storage charges for farmers in 
others. The farm storage facility loan pro
gram must be revised so as to ensure that, 
as required under the Agriculture and Food 
Act of 1981, storage facility loans are made 
available to farmers in all areas in which 
there is a deficiency of storage space. 

Renewed efforts by the Department to 
expand agricultural exports must be under
taken to stabillze and increase commodity 
prices. In this connection. the vigorous use 
by you of the authority for expanded export 
market promotion in the Omnibus Reconcil
iation Act should be of great assistance. 

The Nation's farm economy is disastrously 
weak and this weakness is contributing to 
the overall poor performance of the econo
my. We ·do not expect a major and sustained 
economic recovery without a reversal in the 
trend of declining farm prices and income. 

Bold and vigorous use of the statutory au
thorities available to you is required to 
shore up declining farm prices and income 
and foster a recovery in the farm economy. 

Sincerely, 
David L. Boren, Howell Heflin, Tom 

Eagleton, Walter D. Huddleston, 
David Pryor, Edward Zorinsky, John 
Melcher, Alan Dixon, Jim Sasser, 
Gary Hart, John C. Stennis, Quentin 
Burdick. 

Mr. EAGLETON. Mr. President, I 
suggest the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk wlll call the roll. 

The bill clerk proceeded to call the 
roll. 

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

The PRESIDING OFFICER. <Mr. 
GRASSLEY). Without objection, it is so 
ordered. 

Mr. BAKER. Is there an order, Mr. 
President, for the Senate to proceed to 
the consideration of the HUD appro
priations bill? 

The PRESIDING OFFICER. The 
majority leader is correct. 

CONCLUSION OF MORNING 
BUSINESS 

The PRESIDING OFFICER. Is 
there any further morning business? 
If not, morning business is closed. 

DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT-INDE
PENDENT AGENCIES APPRO
PRIATIONS ACT, 1983 
The PRESIDING OFFICER. Under 

the previous order, the Senate wlll 
now proceed to the consideration of 
H.R. 6956, which the clerk wlll state 
by title. 

The assistant legislative clerk read 
as follows: 

A bill <H.R. 6956> making appropriations 
for the Department of Housing and Urban 
Development, and for sundry independent 
agencies, boards, commissions, corporations, 
and offices for the fiscal year ending Sep
tember 30, 1983, and for other purposes. 

The Senate proceeded to consider 
the bill which had been reported from 
the Committee on Appropriations 
with amendments. 

Mr. BAKER. Mr. President, I under
stand the minority leader has cleared 
a unanimous-consent agreement llmlt
ing time for debate on this measure. 

I would inquire of the distinguished 
acting minority leader if he is pre
pared to proceed at this point. 

Mr. HUDDLESTON. Mr. Majority 
Leader, I was advised that the minori
ty leader, Senator ROBERT C. BYRD, 
has indicated he would like to be 
present when this unanimous-consent 
agreement is reached. I would ask his 
forbearance for a few minutes. 

Mr. BAKER. Yes, I thank the acting 
minority leader, and I would be most 
happy to do that. 

I understand the agreement is 
cleared on both sides, and as soon as 
the minority leader reaches the floor, 
I wlll put the request. 

While we have a moment, Mr. Presi
dent, I would point out that we have 
the HUD appropriations bill up now. I 
hope we can dispatch that promptly. I 
hope then we can go to the banking 
bill, and I hope we can get a time 
agreement on that. We also must do 
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today the reclamation conference 
report. 

Mr. President, it would be my expec
tation that it will take most of the day 
to do those three things. I hope we 
can finish the session of the Senate by 
midaftemoon and still do that agenda. 
I would urge Senators to bend every 
effort to accomplish that. 

Mr. President, I yield the floor. 
The PRESIDING OFFICER. Does 

any Senator seek recognition? 
Mr. GARN. Mr. President, on 

August 18, the Appropriations Com
mittee conducted its markup of the 
fiscal year 1983 bill. The changes to 
the administration's request and/or 
House action are described later in my 
detailed statement. In general, howev
er, I would note that the Senate ver
sion of the bill is approximately $9.7 
billion in budget authority below the 
fiscal year 1982 level and $9 billion 
below the subcommittee's 302(b) 
budget authority allocation. Mr. 
Stockman has testified that the alloca
tion, rather than the request, will be 
the standard on which the administra
tion will evaluate each bill. 

In terms of outlays, CBO calculates 
that we are $1.7 billion below the allo
cation. However, I should note that 
OMB higher outlay estimates for the 
VA could reduce this by $1 billion and 
future requirements are estimated to 
reduce this amount by another $600 
million. 

Major highlights of the committee 
recommendation are: 

The assisted housing provisions are $6.2 
billion over the request, but $6.6 billion 
under the level assumed in the budget reso
lution. 

16,000 units of elderly housing-6,000 
more than the request and the House allow
ance. 

3,000 units of Indian housing-none re
quested and not considered by the House. 

$1 billion of modernization funds for 
public housing-no new funds tequested and 
not considered by the House. 

$440 million for UDAG-the same as the 
request level and $100 million more than 
the House allowance. 

$3,456 billion for community develop
ment-the same as the request and $11 mil
lion more than the House allowance. 

$3,699 billion for EP A-$64.2 million over 
the request and $12.6 million less than the 
House allowance. 

$586.3 million for FEMA-$264 million 
less than the request and $143.5 million less 
than the House allowance. 

$192.8 million in additional R&D pro
grams for NASA-$16 million less than the 
House allowance. 

$1.07 billion for NSF-same as the request 
and $36.6 million less than the House allow
ance. 

$409.4 million for VA major construction
$10 million less than the request and $277.8 
million less than the House allowance. 

Mr. President, a detailed description 
of the committee's actions follows: 

TITLE I-DEPARTMENT OF HOUSING 
AND URBAN DEVELOPMENT 

HOUSING PROGRAKS 

Annual Contributions 
The Committee recommended 

$3,799,920,000 in new budget authority and 
$179,940,000 in additional contract author
ity for the Department's assisted housing 
program within this account. These authori
ties, when combined with estimated budget 
authority carryovers of $2,183,246,727 deob
ligations of $4,000,000,000, and permanent 
authority of $24,800,000 would result in a 
fiscal year 1983 program level of 
$10,007,966,727. 

The House deferred all consideration of 
this account pending the enactment of au
thorizing legislation. While the Committee 
was sympathetic with the House position, 
and would have much preferred to work 
within the context of a newly authorized as
sisted housing program, this option was not 
available. Neither the Senate nor the House 
authorizing bill has been approved by either 
body and the prospect for a new authoriza
tion bill during the remainder of this ses
sion of Congress is uncertain. Rather than 
defer consideration of all of the programs in 
this account, the Committee recommended 
the funding of certain items that were pre
viously authorized in the Omnibus Budget 
Reconciliation Act of 1981 <Public Law 97-
35) and that are common elements of S. 
2607 and H.R. 6296. In addition, the Com
mittee included language in the bill that 
would limit the Department's ability to 
make long-range commitments that might 
prejudice deliberations on the authorizing 
legislation. Specifically, the bill language di
rects that no contract or budget authority 
becoming available in fiscal year 1983 could 
be used for new construction <other than 
Section 202, Indian housing or substantial 
rehabilitation> or for housing assistance 
contracts for the Section 8 existing program 
that extend, or can be extended. beyond 5 
years <other than property disposition, loan 
management and moderate rehabilitation). 

Given the program structure proposed by 
the Committee, the recommended funding 
would result in the reservation of 94,000 
housing units in fiscal year 1983. Under the 
Committee's recommendations, 16,000 units 
would be reserved for housing for the elder
ly or handicapped <Section 202), as opposed 
to the 10,000 requested by the Administra
tion and the approximately 16,900 made 
available in fiscal year 1982; reservation of 
3,000 units of Indian housing <the Adminis
tration did not request any Indian housing 
in fiscal year 1983), compared to approxi
mately 2,400 units in fiscal year 1982; and 
75,000 unit reservations in 1983 associated 
with conversions and property disposition. 

The Committee also recommended 
$1,000,000,000 in new budget authority and 
$50,000,000 in new contract authority for 
public housing modernization. Although the 
Committee rejected the concept of funding 
the entire modernization program for fiscal 
year 1983 from recaptures, such recaptures 
would be used to augment the basic 
$1,000,000,000 in new authority. The Com
mittee recognized that approximately 
140,000 units of public housing within an as
sociated $16,000,000,000 in budget authority 
are in the pipeline and currently not under 
construction. Many of these projects are un
likely to go to construction and, therefore, 
the funds should be recaptured and applied 
to other housing needs. Consequently, the 
Committee included bill language requiring 
the Department to apply 70 percent of the 
recaptured funds for additional moderniza-

tion. The Committee expects the Depart
ment to: return a minimum of 50 percent of 
recaptures to those authorities turning in 
such funds <in additional to their portion of 
the $1,000,000,000>; 20 percent should be 
used for modernization as determined by 
the Department; and 30 percent should be 
applied to other housing programs. 

In addition, the Committee also included a 
provision requiring the use of $89,321,727 of 
budget authority in fiscal year 1983 for the 
modernization of 5,073 vacant uninhabitable 
public housing units. A similar provision ap
peared in two previous appropriation ac
tions <Public Law 97-216 and H.R. 6863, and 
Senate Report 97-402>. 

Finally, the Committee has also included 
a legislative provision extending the con
struction deadline for FAF eligible housing 
units from October 1, 1982 to January 1, 
1983. The Committee has noted that this is 
the last extension it expects to recommend 
on the construction date. 

Rent Supplement 
Rescission 

The Committee recommended a rescission 
of $2,830,360,000 in budget authority and 
$105,160,000 in contract authority as pro
posed by the Administration. The House de
ferred consideration of this rescission pend
ing the adoption of authorizing legislation. 
The Committee agreed with the basic thrust 
of the Administration's proposal to acceler
ate the conversion of units from the rent 
supplement program to Section 8. In Public 
Law 97-216, the Congress authorized the 
conversion of 60,000 units in fiscal year 
1982. The Committee has recommended the 
same rate of conversion in fiscal year 1983. 

Housing for the Elderl11 or Handicapped 
Fund 

Limitation on Loans 
The Committee recommended 

$724,800,000 as the loan limitation for the 
elderly and handicapped program. This 
would provide for a total of 16,000 units in 
fiscal year 1983, as opposed to the requested 
level of 10,000 units and $453,000,000 of loan 
limitation proposed by the Administration 
and recommended by the House. In addi
tion, the Committee also retained House 
language limiting the program to qualified 
non-profit sponsors. 

Congregate Seroicu 
The Committee agreed with the House 

and recommended $3,500,000 for the congre
gate services program in fiscal year 1983. 
The amount recommended will provide for 
the extension of 28 housing projects in this 
program for another 1 ~ to 2 years. 

Payments for Operation of Low-Income 
Housing Projects 

The Committee recommended a level of 
$1,288,000,000 for public housing operating 
subsidies. The amount recommended is 
based on the levels contained in the Senate 
authorization bill 8. 2607. That bill author
izes $4,250,000,000 for a 3-year period, with 
the fiscal year 1983 level set at 30.3 percent 
of the total <or $1,288,000,000>. The Com
mittee further agreed with the concept em
bodied in S. 2607 that would require the 
Secretary to set aside a portion of this 
amount for troubled public housing authori
ties. 

In order to assure an expeditious distribu
tion of these funds, the Committee included 
bill language which would require the De
partment to obligate to each public housing 
authority its allocation 45 days before the 
beginning of the authority's fiscal year. 
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These allocations should reflect the agree
ment reached in the joint HOD/public 
housing authority /congressional staff meet
ing of July 26, 1982, as summarized in the 
July 28, 1982 memo from the Department. 
This agreement incorporates a 5 percent 
penalty for increased utility consumption. It 
is the Committee's intent that the amount 
available as a result of these penalties <esti
mated to be $20,000,000), shall be used for 
troubled public housing projects. The Com
mittee does not expect that the delays in al
locating funds that were so prevalent in 
fiscal year 1982 w1ll occur in fiscal year 
1983. In addition, the Committee expects 
the Department to use these penalty funds 
to provide assistance to troubled housing 
authorities in such areas as management 
improvements, deferred maintenance, rent 
collection, and energy improvements. 

Troubled Projects Operating Subsidy 
The budget did not propose an appropria

tion for this program in 1983. However, the 
Committee included language to make avail
able funds from unobligated balances of 
excess rental charges and collections. In ad
dition, the Committee included language 
making non-insured State projects eligible 
for subsidy in fiscal year 1983. 

Housing Counseling Assistance 
The Committee concurred with the House 

in providing $3,500,000 for the housing 
counseling assistance program. The Com
mittee received testllnony that this program 
has been a cost-effective means of avoiding 
foreclosures <and thus reducing outlays 
from the FHA fund), reducing delinquent 
payments and Improving housing condi
tions. Under the funding level provided by 
the Committee 45,000 clients would receive 
counseling in over 140 HOD-supported coun
seling programs. 

Federal Housing Administration Fund 
The Committee approved the full budget 

request of $240,022,000. The budget also re
quested language llmlting mortgage assist
ance payments to $45,000,000. The tempo
rary mortgage assistance payments <TMAP> 
program was authorized to prevent further 
assignments of single famlly mortgages by 
helping those homeowners who have experi
enced temporary financlal problems and 
cannot meet monthly mortgage payments. 
The Committee approved the use of funds 
for this purpose and has included bill lan
guage. 

In addition, the budget proposed credit 
control language to llmlt commitments for 
mortgage insurance to $35,000,000,000. Tes
timony received by the Committee indicated 
that it is unlikely that the llmltation would 
be reached. However, the Committee is con
cerned, as was the House, that the proposed 
llmltation could have a negative effect on 
the already depressed housing industry. 
During the Committee's credit allocation 
under Section 302<b> of the Budget Act, the 
Committee elected to reduce the amount of 
new primary loan commitments assigned to 
the HOD-Independent Agencies Subcommit
tee from the $56,900,000,000 assumed under 
the Budget Resolution <S. Con. Res. 92) to 
$56,700,000,000. Consequently, this 
$200,000,000 reduction is reflected in the 
$39,800,000,000 level for FHA loan guaran
tees recommended by the Committee. 
Low Rent PubZtc Housing-Loam and Other 

E:tf)e7&8es 
HOD's fiscal year 1983 budget proposed 

language transferring $1,400,000,000 of un
obligated budget authority from the annual 
contributions for assisted housing loan fund 

account. The Committee did not approve 
the proposed transfer. The level of public 
housing commitments recommended by the 
Committee in 1982 and proposed in 1983 
does not appear to put the Department in 
the position of exceeding the 
$20,000,000,000 llmltation based on the stat
utory borrowing authority for the loan 
fund. Currently, the balance of the loan 
fund is $18,885,000,000 which is 
$1,115,000,000 below the $20,000,000,000 lim
itation. 

Because the Congress denied the request
ed Federal Financing Bank <FFB> transfer 
of $1,400,000,000 during fiscal year 1982, the 
projected $1,026,000,000 of sales to FFB in 
fiscal year 1983, assumed in the First 
Budget Resolution <S. Con. Res. 92), w1ll not 
occur. Since this action occurred in fiscal 
year 1982, the Committee does not believe 
there is a need to provide any 1983 credit 
control language llmlting or reducing the 
amount of loan sales to the FFB in 1983. 
Government National Mortgage Association 

Payment of Participation Sales 
Insufficiencies 

The Committee agreed with the House in 
providing the budget request of $2,726,000 
to cover the insufficiencies that arise from 
participation sales of mortgages. 

Guarantees ot Mortgage-Backed Securities 
Limitation on Guaranteed Loan 

The Administration proposed a fiscal year 
1983 level of $38,400,000,000 for GNMA 
mortgage-backed securities. The fiscal year 
1982 level contained in Public Law 97-101 
was $68,250,000,000 and the Budget Resolu
tion <S. Con. Res. 92> contained this 1982 
level as the fiscal year 1983 estimate. The 
Committee was concerned that the llmlta
tion contained in the budget could have a 
negative effect on the already depressed 
housing industry and has recommended a 
$68,250,000,000 llmltation. 

Solar EneTVY ana EneTVY Conservation 
Bank 

Assistance for Solar and Conservation 
Improvements 

The Committee recommended $15,000,000 
in additional funding for the Bank in fiscal 
year 1983. The history of the Bank has been 
a prime example of funding fits and starts. 
To date, the Bank has 3 full-time employees 
and none of the available funds have been 
obligated. The Department expects virtually 
all of the 1982 appropriation of $21,850,000 
to be available in fiscal year 1983. With this 
program level, the Bank could support 4,000 
solar improvements and 17,000 energy con
servation Improvements. The Committee 
has estimated that the addition of 
$15,000,000 could result in 15,000 additional 
energy improvements. 

Community Planning and Development 
Community Development Grants 

The Committee recommended the full 
budget request for community development 
grants. This amount is $11,000,000 more 
than the House allowance. 

The House directed that the entire 
$11,000,000 cut be applied to the Secretary's 
discretionary fund, thereby reducing the 
amount available from $56,500,000 to 
$45,500,000. The House further directed 
that not more than 15 percent of the 
$11,000,000 reduction should be taken from 
the $30,700,000 estimated for Indian assist
ance. The Committee has noted that the 
amounts available 1n the dJscretlonary fund 
have decreased from $101,920,000 in fiscal 
year 1981 to the current request level of 

$56,500,000, which is the same as the 1982 
level. The Committee is concerned that a re
duction of the magnitude recommended by 
the House could seriously impact technical 
assistance to communities. 

Urban Development Action Grants 
The Committee recommended the re

quested level of $440,000,000 for the UDAG 
program. In its report, the House Commit
tee noted that a carryover of approximately 
$100,000,000 w1ll be generated from unused 
and unobligated funds currently earmarked 
for small cities' grants under the UDAG 
program. Apparently, the number of pro
posals received from small cities which are 
of fundable quality has not kept pace with 
the legislative requirement that 25 percent 
of UDAG moneys must be reserved for such 
cities. In view of this, the House recom
mended that this undersubscribed condition 
be corrected in fiscal year 1983 by reducing 
the 1983 appropriation for UDAG by 
$100,000,000. The House also included lan
guage which permits the allocation of 1983 
funds notwithstanding the 75/25 large city 1 
small city breakout currently carried in the 
basic authorization for this program. 

The Committee believes that the UDAG 
program represents a highly successful Fed
eral program. The Secretary's report of Jan
uary 1982 supports this conclusion. The 
Committee also recommended striking the 
House language which overrides the 75/25 
large/small city split established in the au
thorizing legislation. 

Rehabilitation Loan Fund 
The Department proposed to terminate 

the rehabilitation loan program at the end 
of fiscal year 1982. The Administration be
lieved that the Section 312 program dupli
cated rehabilitation efforts funded by com
munity development block grants. The 
Comm.ittee recommended continuation of 
the program on a reduced sale. An estimat
ed $77,100,000 from repayments and other 
income sources w1ll be available in 1983 for 
new loans and other expenses. It is estimat
ed that at this level, the program could fund 
880 loans which would rehabilitate 4,830 
units. The Committee also retained House 
language in the bill which continues the 
program in 1983 with repayments. 

Urban Homesteading 
The Committee recommended the budget 

request level of $12,000,000 for the urban 
homesteading program. In making this rec
ommendation, the Committee has recog
nized that the multifamlly program is, in 
fact, a demonstration and the extent to 
which the conversion of the estimated 15 
properties w1ll actually be feasible is, 
indeed, unknown. 

Policy Development and Research 
Research and Technology 

The Committee has provided $18,000,000 
for the Department's research and technol
ogy program. The Committee continues to 
be concerned that the Department intends 
to spend such a large portion of its re
sources on the annual housing survey. 

In addition, during the past several years, 
HOD has provided ftnanclal support to the 
Housing Assistance Council. The Council is 
a non-profit organization which attempts to 
improve housing, credit availabillty and 
sanitation facillties 1n rural areas. The Com-
mittee has directed BUD to apply $1,000,000 
of the funds provided to support the activi
ties of the Housing Assistance Council. The 
Committee has also directed the Depart
ment to set aside $192,000 for the urban 
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consortium. The consortium has been an ef
fective mechanism for assisting the Depart
ment in the development of an R&D agenda 
that takes into consideration the priority 
problems common to the 28 major cities and 
9 countries represented by the consortium. 

While not earmarking a specific amount 
for the National Institute of Building Sci
ences, the Committee has noted that the In
stitute represents a valuable and unique re
source and has urged the Department to 
utilize their services. 

Fair Housing and Equal Opportunity 
Fair Housing Assistance 

The Committee recommended the budget 
estimate of $5,700,000 for fair housing as
sistance. This includes $3,700,000 in grants 
to support approximately 70 State and local 
fair housing agencies for capacity building, 
training and complaint processing and mon
itoring. In addition, $2,000,000 is provided to 
support community housing resource 
boards. 

Management and Administration Salaries 
and Expenses 

The Cor::unittee recommended an appro
priation of $307,500,000. This is $13,501,000 
less than the budget estimate and $1,001,000 
less than the House allowance. The Com
mittee has recommended a reduction of 
$13,501,000 from the budget request in 
lower priority areas. In making this reduc
tion, the Committee has directed that the 
$4,242,000 contained in the budget estimates 
for training not be reduced. 

In addition, the Committee has deleted 
House bill language specifying that no 
funds may be used to plan or implement a 
reorganization of the Department without 
the prior approval of the Committees on 
Appropriations. The Committee believes 
that such legislation is overly restrictive and 
will impair the Department's ability to insti
tute management improvements and cost 
savings. 

TITLE II-INDEPENDENT AGENCIES 
AMERICAN BATI'LE MONUMENTS COIDUSSION 

Salaries and ExPenses 
The Committee has agreed with the 

House in providing the budget request of 
$10,669,000 to administer, operate and main
tain the Commission's military cemeteries, 
monuments and memorials throughout the 
world. This funding level will support the 
381 positions requested and an average em
ployment of 387 in fiscal year 1983. 

CONSUMER PRODUCT SAFETY COMMISSION 

Salaries and Expenses 
The Committee has agreed with the 

House in providing the budget request of 
$33,508,000 for the Commission during fiscal 
year 1983. At the Committee's March 16, 
1982 hearing, the Commission was asked to 
develop a set of their highest priority areas. 
The Committee is pleased that the Commis
sion has implemented the Committee's rec
ommendations. 

'.i.'he fiscal year 1983 priority projects as 
determined by the Commission are: chain 
saws, smoldering ignition of furniture and 
bedding, children's exposure to carcinogens, 
heating equipment fires, smoke detectors, 
formaldehyde released from plywood and 
particle board, pharmacy /medical communi
ty awareness, indoor air problems from fuel
fired appliances, dual purpose closure analy
sis and school laboratory chemicals. 

Finally, the Committee also approved the 
reprogrammtngs necessary to proceed with 
the 10 priorities at the levels indicated 
above. The Committee expects the Commis-

sion to submit a report by March 1, 1983 de
tailing the specific objectives and milestones 
associated with each of these priorities. 

DEPARTMENT OF DEFENSE-CIVIL 

CEMETERIAL EXPENSES, ARMY 

Salaries and Expenses 
The Committee recommended an appro

priation of $6,682,000 for the cemeterial ex
penses of the Department of the Army. This 
is $7,000 less than the budget estimate and 
the House allowance. Of the amount pro
posed by the Committee, $6,019,000 would 
be used for the operation and maintenance 
of Arlington and Soldier's Home National 
Cemeteries, including support for 140 work
years and the procurement of necessary op
erating supplies and equipment. Construc
tion projects at Arlington National Ceme
tery are estimated to cost $340,000 in 1983. 
The balance of $323,000 would be spent on 
administration. The $7,000 reduction from 
the budget request is intended to reduce the 
number of replacement vehicles which the 
agency had planned to purchase in fiscal 
year 1983 from three to two. 

ENVIRONMENTAL PROTECTION AGENCY 

Salaries and Expenses 
The Committee recommended an appro

priation of $548,613,200. This amount is 
$10,500,000 more than the budget estimate 
and $3,650,200 more than the House allow
ance. 

Within the amount recommended, the 
Committee has included an additional 
$1,000,000 and 9 positions for the Great 
Lakes program, thus restoring the effort to 
$2,390,300 and 24 FTE and retained the lab
oratory at Grosse De, Michigan. These addi
tional funds are needed to support the 
higher program level provided by the Com
mittee in the R&D and abatement, control 
and compliance accounts. The Committee 
expects EPA to provide the management, 
focus and visibility to this program that it 
needs in order to effectively address the 
problems of the Great Lakes. The Commit
tee expects EPA to report back with sugget
ed changes to the program by March 1, 
1983. 

In addition, the Committee also recom
mended a reduction of $1,000,000 to be ap
plied to the agency's support services. EPA's 
1983 budget request contained $12,240,800 
or a 12 percent increase for this activity. 
The Committee Report noted that the 
agency has taken a variety of management 
actions that have saved several millions of 
dollars. However, the Committee expects 
that these activities will continue during 
1983 and result in additional savings. 

Finally, the Committee has added an addi
tional $10,500,000 to cover an expected 
shortfall in personnel and compensation 
benefits if EPA maintained its fiscal year 
1982 end-of-year work force throughout 
fiscal year 1983, excluding losses through 
normal attrition. The Committee believes 
that EPA's work force should be stabilized 
and that further reduction, at this time, 
would be disruptive to the programs. Conse
quently, the Committee has included bill 
language prohibiting reductions in force 
that would result in the use of less work
years than specified in the bill during fiscal 
year 1983. 

Research and Development 
The Committee recommended an appro

priation of $115,000,000 for EPA's research 
and development program in fiscal year 
1983. This amount is $6,296,200 more than 
the budget estimate and $6,204,000 less than 
the House allowance. The increase above 

the budget request consists of an additional 
$1,500,000 for Great Lakes research. These 
funds would be used to continue toxic load
ing studies to determine the sources and dis
tribution of toxic substances in the Great 
Lakes. The Committee also included an ad
ditional $270,000 for a study of phosphate 
processing. 

In addition, the Committee also recom
mended an additional $4,526,200 to be ap
plied on a priority basis at the agency's dis
cretion. The Committee has noted that 
health effects and anticipatory research are 
two areas where these additional research 
funds could be productively used. 

Abatement, Control and Compliance 

The Committee has recommended an ap
propriation of $365,007,000 for abatement, 
control and compliance activities. This 
amount is $53,432,000 more than the budget 
estimate and $4,068,000 less than the House 
allowance. The Committee recommended 
funding above the budget request levels of 
$43,906,800 for the State grants programs as 
follows: air <section 105), +$17,780,200; 
water quality <section 106), +$10,354,000; 
public water systems program grant, 
+$5,890,000; underground injection control 
program, +$1,034,300; hazardous waste 
management, +$6,563,400; and pesticides 
and toxic enforcement grants, +$2,284,500. 
These increases restore all of these pro
grams to their fiscal year 1982 levels. The 
Committee took this action in recognition of 
the additional responsibilities placed on the 
States as a result oi the accelerated delega
tion process. 

In addition, the Committee also recom
mended an additional $1,900,000 for the Na
tional Rural Water Association, State rural 
water training and technical assistance pro
gram. This will provide for a slight increase 
in the program over the 1982 level. The 
Committee received testimony indicating 
the value of providing additional training 
resources to support the huge Federal in
vestment in wastewater treatment facilities. 
Consequently, the Committee added 
$2,625,200 to the budget for wastewater 
treatment manpower training, restoring the 
program to about the 1982 level. The Com
mittee also concurred with the House in re
storing academic training to the $1,000,000 
level provided in fiscal year 1982. The Com
mittee included an additional $1,000,000 for 
the Great Lakes program. This provides a 
level of $3,500,000 for the Great Lakes pro
gram in this account. Furthermore, the 
Committee also recommended $3,000,000 for 
the completion of existing projects in the 
Clean Lakes program. 

Finally, the fiscal year 1982 Urgent Sup
plement Appropriations Act contained lan
guage to permit EPA to fund 3 biological 
treatment facilities where the mechanical 
plants have suffered structural failure out
side the warranty period and where the ex
isting EPA-planned systems have proven to 
be inoperable by the local municipalities. 
This year, the Committee included bill lan
guage requiring EPA to fund one additional 
community <Inverness, Mississippi> that al
ready has incurred the cost of replacing 
such an inoperable system. It is estimated 
that the replacement costs for this facility 
are $45,000. 

Buildings and Facilitiea 

The Committee concurred with the House 
in recommending the budget request of 
$3,000,000 for this account. Repair and im
provement projects exceeding $250,000 in 
estimated cost should not be undertaken 

.. 
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without the specific approval of the House 
and Senate Committees on Appropriations. 

Pavment to the Hazardo'U8 Substance 
Response Trust Fund 

The Committee recommended $38,000,000 
for the Federal payments into the trust 
fund. The reduction of $6,000,000 from the 
budget request and the House allowance 
represents a proportional decrease based on 
the Com.inlttee's recommended level for the 
hazardous substances response trust fund 
discussed in the following heading. 

Hazardo'U8 Response Trust Fund 
The Committee recommended a level of 

$200,000,000 for "superfund" activities. This 
is $30,000,000 less than 'the request, the 
House allowance, and $10,000,000 more than 
the flscal year 1982 level. The Committee 
conducted extensive superfund oversight ac
tivities. As part of that oversight, the Com
mittee conducted a 2-day workshop on site 
selection <March 19 and 20, 1982), held 
hearings on April 20, 1982 and sponsored a 
GAO study. In all of these instances, ex
perts testified that the implementation 
problems associated with the program were 
not caused by the lack of appropriated 
funds. In fact, as of June 30, 1982, only 
$116,200,000 of the $264,700,000 appropri
ated has been obligated. CUrrently, the fund 
is being credited with receipts of $24,400,000 
per month, with obligations around 
$11,700,000 per month. 

Public Law 94--580 authorizes $20,000,000, 
under section 3012, for use by States to con
duct State hazardous waste site surveys. 
Many States have already invested substan
tial sums on site inspection and evaluation. 
The Committee included bill language pro
viding the $20,000,000 in order to accelerate 
the site discovery/assessment process. 

In addition, section 104<1> of the Compre
hensive Environmental Response, Compen
sation and Liability Act <Public Law 96-510> 
authorizes the use of funds from the trust 
fund for medical and research activities to 
be undertaken by the Department of Health 
and Human Services. In Public Law 97-216, 
the Congress earmarked $7,000,000 from the 
hazardous response trust fund for the De
partment to carry out its superfund activi
ties during flscal year 1982. For 1983, the 
Committee included bill language earmark
ing $10,000,000. Of this amount, $8,000,000 
would be used for continuing staff support 
at the Department and $2,000,000 for discre
tionary activities such as health inspections 
at specific hazardous waste sites. 

Construction Grants 
The Committee recommended 

$2,430,000,000 or $30,000,000 above the 
budget request and the House allowance. 
The additional $30,000,000 is to be used as 
authorized in section 20l<n><2> of the Feder
al Water Pollution Control Act, as amended, 
for combined sewer overflow. Testimony 
before the Committee indicated that these 
funds, and more, could be effectively used 
during flscal year 1983 to address serious 
problems caused by combined sewer over
flows into marine bays and estuaries. 

The Committee also included bill lan
guage to insure that the wastewater treat
ment plant in San Diego, California is eligi
ble for funding as authorized under section 
201<m><3> of the Federal Water Pollution 
Control Act, as amended. 

Administrative Provision 
The Committee deleted a provision insert

ed by the House which would require EPA 
to take necessary action to cancel or deny 
the registration of any pesticide product 

containing toxaphene. While the Commit
tee understood the concern raised by the 
House relative to this pesticide, it did not 
believe that general appropriation bills 
should be used to regulate the licensing or 
registration of specific chemical compounds. 

ExEcuTivE OFFICE OF THE PREsmENT 

COUNCIL ON ENVIRONM:ENTAL QUALITY AND 
OFFICE OF ENVIRONM:ENTAL QUALITY 

The Committee concurred with the House 
recommendation of providing the budget re
quest of $926,000 for the activities of the 
Council. 

OFFICE OF SCIENCE AND TECHNOLOGY POLICY 

The Committee recommended the budget 
request of $1,839,000 for the Office. The 
Committee agreed with the House that the 
heavy reliance on non-reimbursable detail
ees seriously impairs this Committee's over
sight of OSTP activities. While the Commit
tee removed the House bill language prohib
iting the use of nonreimbursable detailees 
after March 31, 1983, it does expect the 
Office to rely more heavily on outside ex
perts. Consequently, the Committee re
stored the $261,000 in consultant fees cut by 
the House. These funds should be applied 
for both consultants and reimbursable de
tailees. 

FEDERAL EMERGENCY IIANAGEMENT AGENCY 

Funds Appropriated to the President 
Disaster Relief 

The Committee recommended an appro
priation of $130,000,000 for disaster relief 
assistance in flscal year 1983. This amount 
is $195,000,000 less than the budget estimate 
and $194,000,000 less than the House allow
ance. 

In flscal year 1981, obligations of the dis
aster relief program totaled $228,964,000. At 
the end of the third quarter of flscal year 
1982, FEMA had obligated only $88,019,000. 
Therefore, with the funds recommended by 
the Committee and an estimated carryover 
of $531,000,000 from previous years, there 
will be a total of $661,000,000 available for 
disaster relief assistance during flscal year 
1983. 

In addition, the Committee agreed with 
the House that the natural hazards pre
paredness planning and hazard mitigation 
assistance programs should not be funded 
through the disaster relief fund. However, 
since both of these programs are designed 
to assist State and local governments to pre
pare for and respond to emergencies and 
disasters, the Committee has provided the 
requested funds <$1,000,000) for these two 
activities in the State and local assistance 
account. 

Salaries and Expenses 
The Committee recommended an appro

priation of $114,616,000 for salaries and ex
penses in fiscal year 1983. This amount is 
$2,937,000 less than the budget estimate and 
$4,244,000 more than the House allowance. 
The changes from the budget request 
assume the following: -$5,000,000 general 
reduction in programs other than fire pre
vention and control; -$1,200,000 from civil 
defense; +$850,000 for the U.S. Fire Admin
istration; and +$2,413,000 for the salaries 
and expenses of the national flood insur
ance program. 

Flnally, FEMA's flscal year 1983 budget 
assumed no funds for the U.S. Fire Adminis
tration. The Committee believes that the ac
tivities at the Administration should be con
tinued and recommended $850,000 for sala
ries and expenses. This level of funding 
should provide for 20 permanent full-time 
positions to staff the programs described 

under the emergency planning and assist
ance heading. 

State and Local Assistance 
The Committee recommended an appro

priation of $167,731,000 for the State and 
local assistance activities of FEMA in fiscal 
year 1983. This amount is $52,000,000 less 
than the budget estimate and $27,955,000 
more than the House allowance. 

The changes from the budget request 
assume the following: -$53,000,000 from 
civil defense; +$750,000 for natural hazards 
preparedness planning <this offsets a corre
sponding decrease in the disaster relief ac
count>; and +$250,000 for hazard mitigation 
assistance <this offsets a corresponding de
crease in the disaster relief account>. 

The Committee arrived at its fiscal year 
1983 recommendation by funding only those 
activities within the civil defense program 
which have dual civilian/national emergen
cy applications. 

In addition, the Committee did not in
clude House bill language limiting earth
quake research to $2,000,000. The Commit
tee continues to believe that this is an area 
where additional work is needed. 

Emergency Planning and Assistance 
The Committee recommended an appro

priation of $173,928,000 for the emergency 
planning and assistance activities of FEMA 
in flscal year 1983. This amount is 
$14,075,000 less than the budget estimate 
and $18,301,000 more than the House allow
ance. The changes from the budget request 
consist of the following: -$17,000,000 from 
civil defense programs; -$375,000 from the 
civil security program; and +$3,300,000 for 
program activities whithln the U.S. Fire Ad
ministration <USF A). 

The Committee reduced civil defense in 
this account from the requested $63,802,000 
to $46,802,000 for the same reasons as indi
cated in the State and local assistance ac
count. In addition, FEMA's flscal year 1983 
budget assumed no funds for the USFA. 
The Committee believes that the activities 
at the Administration should be continued 
and recommended $3,300,000 for programs. 
The Committee believes the $3,300,000 
should be allocated to the following pro
grams: +$750,000 for arson prevention and 
control; +$1,000,000 for firefighter health 
and safety; +$1,150,000 for the national fire 
data system; and +$400,000 :or fire rescue 
service management improvement. 

Finally, the Committee has reduced the 
civil security program from the budget re
quest of $875,000 to $500,000. The Commit
tee believes that many of the activities pro
posed by FEMA for flscal year 1983 in this 
program are already being conducted else
where in FEMA. 

National Flood Insurance Fund 
The Committee recommended $39,159,000 

to repay funds borrowed from the Treasury 
by FEMA to carry out the national flood in
surance program in flscal year 1983. This 
amount is $2,413,000 less than the budget 
estimate and the same as the House allow
ance. 

The Committee has noted that the Ad
ministration proposed to fund the adminis
trative expenses of the flood insurance pro
gram from the national Flood Insurance 
Fund. The Committee denied this request 
and directed the Agency to continue fund
ing admlnlstrative expenses from the sala
ries and expenses account. Accordingly, the 
salaries and expenses appropriation was in
creased $2,413,000. 
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Additionally, the Committee included bill 

language providing that insurance agent 
commissions and interest on Treasury bor
rowings are eligible for reimbursement 
through the fund. 

Finally, the Committee continues to sup
port FEMA's efforts to put the flood insur
ance fund on a more actuarially sound basis. 
In this respect, I expect FEMA to continue 
to increase insurance rates as necessary in 
order to cover a greater portion of claims 
from premium collections. 

GENERAL SERVICES ADMINISTRATION 

CONSUMER INFORKATION CENTER 

The Committee recommended an appro
priation of $1,351,000 for the Consumer In
formation Center. This is $52,000 more than 
the budget estimate and the House allow
ance. 

In fiscal year 1982, the Congress provided 
an additional $30,000 for a study to examine 
the effects of imposing a charge on consum
ers ordering free publications through the 
Pueblo, Colorado distribution facility. The 
Center's report shows that a charge can be 
successfully applied to partially offset the 
costs of providing free publications. In fact, 
the revenues to the Government are esti
mated to be about $1,600,000 annually. The 
Committee, therefore, has directed the 
Center to charge $1.00 on orders for more 
than one free publication from the con
sumer information catalog. Implementation 
of this charge should begin with the Spring 
1983 edition of the catalog and all revenues 
should be deposited under miscellaneous re
ceipts of the U.S. Treasury. 

The Committee, therefore, has provided 
an additional $52,000 to support public serv
ice advertising and other promotional activi
ties. 
DEPARTMENT OF HEALTH AND HUKAN SERVICES 

OFFICE OF CONSUMER AFFAIRS 

The Committee concurred with the House 
in recommending $1,947,000 for the activi
ties of the Office of Consumer Affairs in 
fiscal year 1983. This an increase of $187,000 
above the 1982 appropriation and $40,000 
below the budget request. The Committee 
denied $40,000 of the $151,000 increase re
quested for space rental costs and has sug
gested a reduction in space rented in propor
tion to the decrease in personnel. 

NATIONAL AERONAUTICS AND SPACE 
.ADKINISTRATION 

Research and Development 
The Committee recommended an appro

priation of $5,117,800,000 in fiscal year 1983 
for the research and development activities 
of the National Aeronautics and Space Ad
ministration. This amount is $216,200,000 
less than the budget estimate and 
$425,000,000 less than the House allowance. 

The Committee recommendation was 
based on the Agency's fiscal year 1983 
budget Justification with the following 
changes: $233,000,000 for centaur F upper 
stage development, procurement and inte
gration and upper stages for the tracking 
data relay satellite system < +$100,000,000 
above the request>; $280,000,000 for aero
nautical research and technology 
<+$48,000,000 above the request to be used 
at the discretion of the Agency>-in determ
ing the use of this add-on, the Committee 
has suggested that NASA carefully review 
the findings of the recent report <July 1982> 
on aeronautics by the National Research 
CouncU; $9,000,000 for technology utUiza
tion < +$5,000,000 above the request>; 
$664,300,000 for physics, astronomy and 
planetary exploration < +$38,000,000 above 

the request, of which not less than 
$5,000,000 shall be for physics and astrono
my>-these additional funds should be used 
to support existing planetary missions, re
search and data analysis; $39,900,000 for 
space applications communications and in
formation systems <+$20,000,000 above the 
request>-the additional funds are to be ap
plied to the 30/20 gigahertz test and evalua
tion program; $1,800,000 for the operation 
of the infra-red telescope facility at Mauna 
Kea, Hawaii < +$1,800,000 above the re
quest>-in the future, the Committee ex
pects this facility to compete for funding in 
the National Science Foundation's budget; 
$1,005,100,000 for space transportation sys
tems operation < -$409,000,000 below the re
quest)-this reduction is consistent with the 
assumption in the Senate authorization bill 
<H.R. 5890>-this bill assumes that the reim
bursement for launch services on Shuttle 
flights be increased by DOD in this amount; 
and -$20,000,000 as a general reduction to 
be applied at the discretion of the Agency to 
programs other than those augmented 
above. Within the amounts available for 
R&D, the Committee has indicated that it 
has no objection to NASA requesting a re
programming to maintain the Centaur G 
option. 

The House included bill language estab
lishing limitations on 9 programs that 
cannot be exceeded without the approval of 
the committees. The Committee deleted 
these "caps" and substituted binding levels 
for upper stage development and aeronau
tics. The Committee also established a max
imum level for the Space Shuttle <other 
than space flight operations> at 
$1,769,000,000. 

The Committee endorsed the need for 
channeling Federal funds into small R&D 
firms. In order to provide a transition to 
this new policy, the Committee included 
language requiring NASA to make 
$1,570,000 available for the purpose of the 
Small Business Innovation Development 
Act. This funding level is based on an esti
mate of the total dollar value of new R&D 
contract funds. 

Mr. President, in reference to this small 
business R&D issue. I intend, at a later 
point, to accept an amendment to strike the 
Senate proviso. In agreeing to this action, I 
would like to note that NASA is in a some
what unique position for two reasons. First, 
much of the NASA appropriation is commit
ted to programs begun in earlier years, in
cluding the Space Shuttle, which is operat
ed as a national system for various users. 
Further, a considerable portion of the ap
propriations account labeled "research and 
development" for NASA is actually for work 
that is not of a research and development 
nature. For this reason, the bill language 
under the heading "research and develop
ment" refers to "operations, services, minor 
construction, maintenance, repair, rehabili
tation and modification of real and personal 
property; tracking and data relay satellite 
services as authorized by law; purchase, 
hire, maintenance and operation of other 
than administrative aircraft, necessary for 
the conduct and support of aeronautical and 
space ... activities." Although I realize that 
final implementation of rules and regula
tions are presently being developed by SBA, 
OMB and the effected agencies, including 
NASA, it is my view that the provisions of 
Public Law 97-219 were intended to apply 
only to the true research and development 
activities funded under this heading. 

Finally, the Committee retained House 
language requiring that NASA seek approv-
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al of the Committees for a new procurement 
on the fifth Shuttle orbiter. While the Com
mittee believes that the development of the 
fifth orbiter may be desirable, a new pro
curement of this magnitude should not be 
made without the careful review of the Ap
propriations Committees. 

Comtructton of FacUitte. 
The Committee recommended an appro

priation of $100,000,000 for facilities pro
grams in fiscal year 1983. This amount 1s 
the same as the budget estimate and 
$5,000,000 more than the House allowance. 
The Committee has noted that NASA's re
quest to OMB was for $164,800,000 and the 
replacement value of the Agency's physical 
plant is estimated at $20,000,000,000. The 
Committee does not believe the reduction 
proposed by the House would be cost effec
tive in the long run and has, therefore, re
stored the reduction. 

Research and Program Management 
The Committee has recommended an ap

propriation of $1,177,000,000 in f1scal year 
1983 for research and program 1118D&ge
ment. This amount is $1,900,000 less than 
the budget estimate and $8,100,000 more 
than the House allowance. The Committee 
expects that the $1,900,000 decrease from 
the request level will be absorbed in the 
area of 1118D&gement, operations, and head
quarters traveL The requested $7,129,000 in
crease in the 1118D&gement and operations 
subcategory was to cover, among other 
things, anticipated increases in contract 
rates and the replacement of a small admin
istrative aircraft. The Committee believes 
that savings can be achieved in these areas. 

Finally, the Committee deleted a House 
provision limiting the number of SES posi
tions to 505. This would be a reduction of 15 
positions from the current level of 520. The 
Committee does not believe that such Con
gressional limitations are an effective way 
of controlling costs. 

NATIONAL ClucDIT UNION ADKINISTRATIOK 

CDTBAL LIQUIDITY FACILITY 

The Committee concurred with the House 
in recommending a limitation of 
$600,000,000 in the amount that may be bor
rowed from the public or any other sources, 
except the Secretary of the Treasury, as 
proposed in the budget estimate. Neither 
the House nor the Senate bill included the 
$709,632,000 limitation on direct loans re
quested by the administration. The Commit
tee believes that the existing borrowing au
thority limitation of $600,000,000 sufficient
ly controls the amount of lending to credit 
unions. The credit limitation would onlY 
serve to restrict the turnover rate of the 
loan portfolio since it is a cumulative limita
tion. 

Finally, the Committee has recommended 
that the limitation on administrative ex
penses be reduced from the $1,749,000 re
quested to $1,368,000. This is the amount 
that the Facility indicated was required in 
fiscal year 1983. 

NATIONAL ScuNCB FoUNDATION 

Research and Related Activitiea 
The Committee recommended an appro

priation of $1,055,568,000 for research and 
related activities. This amount 1s the same 
as the budget estimate and $11,632,000 less 
than the House allowance. 

The Committee's recommendation repre
sents an increase of 8 percent over the fiscal 
year 1982 level. The Committee notes, that 
at this funding level, the Foundation will be 
able to support 10,567 grants in this account 

' 
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as opposed to the 10,523 in fiscal year 1982. 
At the same time, the Committee notes, 
with some concern, that the operating costs 
for the national Antarctic program has in
creased from $57,500,000 in 1982 to a re
quested level of $77,400,000 in the 1983 
budget. In order to control this growing part 
of the NSF budget, the Committee included 
language in this bill limiting NSF funds 
that can_ be applied to Antarctic operations 
to $62,100,000, which will allow for an 8 per
cent increase over the 1982 level. Thio; 
action will free up an additional $15,300,000 
for use in NSF's basic grant programs. The 
Committee expects the Foundation to apply 
the additional resources within the biologi
cal, behavioral, social sciences; and for in
dustry /university cooperative projects, 
which will include research projects, re
search and institution scientific equipment, 
fellowships, scholarships, and such other 
programs as the NSF Director may deter
mine are appropriate to promote academic 
research and education in the basic sciences 
and engineering. 

In addition, the Committee does not be
lieve that it would be wise to make a deci
sion between the Glomar Explorer or the 
Glomar Challenger at this time. Although 
the cost estimates for refitting and operat
ing the Explorer are still being reviewed, 
the costs are likely to be substantial. The 
Committee, therefore, included bill lan
guage that would require the approval of 
the Committees on Appropriation before 
the Foundation commits to outfitting the 
Explorer. 

Finally, the Committee restored funds re
quested by the Foundation for program de
velopment and management in fiscal year 
1983 to $63,081,000. The $1,000,000 cut pro
posed by the House would result in the 
Foundation reducing its staffing ceiling by 
an additional 20 average employment <FTE> 
resulting in a total fiscal year 1983 reduc
tion from the 1982 level of 83 FTE. The 
Committee considers reduction of this mag
nitude too severe. Within the increased limi
tation. the Committee expects the Founda
tion to make sufficient resources available 
to implement the post performance evalua
tion recommendations made by the Commit
tee and the National Academy of Sciences. 

Science and Engineering Education 
Activities 

The Committee recommended an appro
priation of $15,000,000 for the Foundation's 
science education activities in fiscal year 
1983. This amount is the same as the budget 
estimate and $25,000,000 less than the 
House allowance. The level of funding rec
ommended by the Committee should result 
in a fellowship level of 1,390, of which 500 
will be new fellowships. The Committee con
tinues to be concerned with the state of sci
ence and engineering education in the 
United States. The Committee does not dis
agree with the House that a Federal role in 
this area is desirable. The Committee's 
major concern is that this role must be co
ordinated between various Federal agencies 
and must be based on a local commitment to 
improving educational instruction and cur
ricula. In this regard, the Committee looks 
forward to the report of the Foundation's 
blue ribbon commission on education. 

Special Foreign Currency Program 
(Scient1,fic Activities Overseas) 

The Committee agreed with the House in 
recommending the budget request of 
$2,200,000 for the special foreign currency 
program during fiscal year 1983. 

NEIGHBORHOOD REINVESTMENT CORPORATION 

The Committee agreed with the House in 
recommending the budget request of 
$15,512,000 for the Corporation in 1983. 
Other funding sources will increase the 
total available to the Corporation to ap
proximately $18,406,000. The Committee 
also included bill language permitting other 
departments, agencies or instrumentalities 
of the Federal Government to provide 
funds, services and facilities to the Corpora
tion. This proviso should help decrease the 
Corporation's dependence on the Federal 
Home Loan Banks. 

SELECTIVE SERVICE SYS:i'EM 

Salaries and Expenses 
The Committee recommended an appro

priation of $22,986,000 for the salaries and 
expenses of the Selective Service System. 
This is $400,000 less than the budget esti
mate and $600,000 more than the House al
lowance. The Committee's reduction of 
$400,000 from the budget request would be 
taken from the Agency's public information 
programs. Given that the current compli
ance rate is over 90 percent, the Committee 
does not believe that a public information 
program of the magnitude proposed is re
quired. 

DEPARTMENT OF THE TREASURY 

Payments to State and Local Government 
Fiscal Assistance Trost Fund 

The Committee agreed with the House in 
recommending the budget request of 
$4,566,700,000 for general revenue sharing 
payments for fiscal year 1983. 

OFFICE OF REVENUE SHARING 

Salaries and Expenses 
The Committee agreed with the House in 

recommending $6,612,000 for salaries and 
expenses of the Office of Revenue Sharing. 

NEW YORK CITY LOAN GUARANTEE PROGRA!I 

Administrative Expenses 
The Committee agreed with the House in 

recommending the budget request of 
$310,000 for the administration of the New 
York City Loan Guarantee program for 
fiscal year 1983. 

VETERANS ADMINISTRATION 

Compensation and Pensions 
The Committee recommended an appro

priation of $13,430,800,000 for veterans com
pensation and pensions. This amount is the 
same as the budget estimate. 

Although the Committee recommended 
the full 1983 budget request, it has recog
nized that because of a lower than anticipat
ed compensation and pension caseload in 
fiscal year 1982, there should be an expect
ed carryover of $393,000,000 into fiscal year 
1983. However, supplemental requirements 
in 1983 are expected to use all of this carry
over and require an additional $292,000,000 
of new budget authority. Furthermore, both 
the Senate and the House rejected in H.R. 
6863 the administration's request to trans
fer funds from compensation and pensions 
to the medical care account, because such 
transfer of entitlement funds should not be 
encouraged. For both of these reasons, the 
Committee struck the House provision con
tained in the construction major projects 
account, transferring $260,000,000 from 
compensation and pensions to fund the Min
neapolis, Minnesota replacement hospital. 

Readjustment Bene/its 
The Committee has agreed with the 

House in recommending the budget request 
of $1,665,800,000 readjustment benefits for 
fiscal year 1983. 

In addition, the Committee deleted a 
House proviso which would prohibit the use 
of funds in this account for individuals en
rolling in correspondence training after Sep
tember 30, 1982. The Committee believes 
that correspondence training represents a 
cost-effective educational program for those 
veterans who cannot attend school on a full
time basis. 

Veterans Insurance and Indemnities 
The Committee has agreed with the 

House in recommending the budget request 
of $6,400,000 for this account in fiscal year 
1983. This amount will cover the cost to var
ious insurance funds for claims traceable to 
the extra hazards of service and death 
claims on policies under waiver of premiums 
while the insured is on active duty. 

Medical Care 
The Committee recommended an appro

priation of $7,493,824,000 for VA medical 
care in fiscal year 1983. This amount is 
$2,055,000 less than the budget estimate and 
$18,837,000 less than the House allowance. 

The decrease of $2,055,000 recommended 
by the Committee is based on a continu
ation of the policy established in H.R. 6863 
relative to the Agent Orange research pro
gram. The funds associated with the re
search effort have been added to the V A's 
medical and prosthetic research account. At 
this level of funding, the average employ
ment <FTEE> in medical care will be 187,546 
or 1,259 FTEE above the 1982 level. 

The Committee has reiterated its strong 
support of the V A's vet center program. 
Last year, the Committee restored the origi
nal January budget request of $31,400,000 
and 552 staff years for this activity. The 
1983 budget request includes $31,400,000 for 
operation outreach. The Committee includ
ed all of these funds for fiscal year 1983, 
and expects the VA to obligate the funds 
fully, effectively and efficiently for this ac
tivity. 

Medical and Prosthetic Research 
The Committee recommended an appro

priation of $150,329,000 for medical and 
prosthetic research activities. This amount 
is $12,536,000 more than the budget esti
mate and $4,671,000 less than the House al
lowance. 

The additional $12,536,000 recommended 
by the Committee is composed of the fol
lowing: +$2,536,000 transferred from the 
medical care and medical administration 
and miscellaneous operating expense ac
counts for use on Agent Orange studies; and 
+$10,000,000 to be applied by the VA to re
store the program back to the fiscal year 
1981 level and to provide additional funding 
to V A's highest priority research. The Com
mittee believes that additional research on 
patient care and geriatrics are particularly 
fruitful areas for additional funding. 
Medical Administration and Miscellaneous 

Operating Expenses 
The Committee recommended an appro

priation of $55,807,000 for medical adminis
tration and miscellaneous operating ex
penses. This amount is the same as the 
budget estimate and $300,000 less than the 
House allowance. 

The Committee consolidated the Agent 
Orange research in the medical and pros
thetic research account, which will allow an 
estimated $481,000 in this account to be 
freed up for other use. Therefore, the Com
mittee has instructed them to add an addi
tional 13 staff years to administer the nurse 
scholarship program and to continue the 
Agent Orange project office. 



September 24, 1982 CONGRESSIONAL RECORD-SENATE 25061 
General Operating Expenses 

The Committee recommended an appro
priation of $691,359,000 for general operat
ing expenses in fiscal year 1983. This 
amount is $2,000,000 less than the budget 
estimate and $5,000,000 more than the 
House allowance. 

For fiscal year 1983, the VA requested an 
increase of over $53,000,000 above the fiscal 
year 1982 level. The Committee believes 
that the VA can absorb the recommended 
$2,000,000 decrease. 

Construction, MaJor Projects 
The Committee recommended an appro

priation of $409,392,000 for the construction 
of major projects in fiscal year 1983. This 
amount is $10,000,000 less than the budget 
estimate. 

The Committee has taken exception to 
the inclusion by the House of $260,000,000 
to fund the Minneapolis, Minnesota replace
ment hospital. Besides not being in the 
budget request, the VA has stated that con
struction on this !acUity could not begin 
before fiscal year 1984. The Committee has 
time and again insisted that the VA develop 
a priority process that reflects the national 
construction needs for the entire VA 
system. Efforts to develop such a process 
are underway and the action of the House 
only serves to undercut its development. For 
the same reasons, the Committee also delet
ed funding added by the House for the 
Cleveland clincial addition and the Los An
geles new outpatient clinic. 

In addition, the Committee restored the 
House reduction of $5,000,000 from the a.d
vance planning fund. Based on a recent 
GAO study, the Committee believes that ad
ditional emphasis in this area is warranted. 

In order not to slow down the process of 
providing for the new beds at Murfreesboro, 
Tennessee to support the new Meharry af
filiation, the Committee took the highly un
usual step, prior to submission of complete 
justification and authorizing committee 
action pursuant to section 5004 of title 38, 
of the United States Code of approving the 
$1,700,000 to initiate this important project. 
As this appropriations act proceeds through 
the Congress, the Committee plans to care
fully review the findings and action of the 
Veterans' Affairs Committees. 

Finally, the Committee concurred with 
the House in using $32,700,000 in funds 
from prior year appropriations from the 
construction of major projects in fiscal year 
1983. CuTrently, the VA has approximately 
$88,700,000 in its major working reserve. 
This resulted from projects that were com
pleted below their expected costs. In this 
regard, the Committee also proposed a gen
eral reduction of $11,700,000 and expects 
the VA to use funds from its major working 
reserve to make up this difference. 

Construction, Minor Projects 
The Committee concurred with the House 

in recommending $141,748,000 for the minor 
construction account. This is a reduction of 
$50,365,000 below the budget estimate and 
$39,738,000 above the fiscal year 1982 appro
priation. The VA requested $159,248,000 for 
minor construction projects in 1983. The un
obligated balance in the minor construction 
appropriation is now estimated to be 
$156,472,000 at the end of fiscal year 1983. 
Because of the large unobligated balance, 
the Committee recommended a $50,365,000 
reduction in the $87,256,000 increase re
quested for minor construction projects in 
1983. The Committee also changed the 
House limitation of $32,500,000 for the 
Office of Construction and recommended a 

limitation of $32,865,000. The Committee 
believes that the $365,000 reduction could 
adversely affect the V A's construction man
agement. 
Grants for Construction of State Extended 

Care Facilities 
The Committee concurred with the House 

in recommending the budget request of 
$18,000,000 for grants for construction of 
State extended care facilities in fiscal year 
1983. This is an increase of $2,160,000 above 
the fiscal year 1982 appropriation. 

Grants for Construction of State Veterans 
Cemeteries 

The Committee concurred with the House 
in recommending the budget request of 
$2,500,000 for grants for construction of 
State veterans cemeteries in fiscal year 
1983. 

Grants to the Republic of the Philippines 
The Committee agreed with the House in 

recommending the budget estimate of 
$500,000 for grants to the Republic of the 
Philippines. This grant will assure the con
tinued effective care and treatment of veter
ans at the medical center. 

Administrative Provisions 
The House added a new administrative 

provision to the bill establishing a 
$35,000,000 limitation on the amount of 
funds the VA may obligate for medical auto
mated data processing services without the 
approval of the Committees on Appropria
tions. The Committee retained this provi
sion. While the Committee is in agreement 
with the direction the Agency is pursuing 
regarding ADP activities, there are a 
number of unanswered questions concerning 
the best system, total cost and the imple
mentation timetable that have not been 
fully answered. 

TITLE III-CORPORATIONS 
FEDERAL HOME LoAN BANK BoARD 

Limitation on Administrative and Non
administrative Expenses 

The Committee concurred with the House 
in providing a limitation of $24,360,000 on 
administrative expenses and a limitation of 
$40,680,000 in non-administrative expenses 
for the Federal Home Loan Bank Board, as 
requested by the administration. The Com
mittee is cognizant that the next year will 
continue to be an extremely difficult period 
for the Nation's savings and loan institu
tions and mutual savings banks. The Com
mittee recommended the entire budget re
quest to allow the Bank Board maximum 
flexibllity to develop a regulatory frame
work to address the industry's problems. 

FEDERAL SAVINGS AND LoAN INSURANCE 
CORPORATION 

Limitation on Administrative Expenses 
The Committee agreed with the House in 

recommending a limitation of $1,120,000 on 
the administrative expenses of the Federal 
Savings and Loan Insurance Corporation. 
This amount is the same as the budget re
quest. 

TITLE IV-GENERAL PROVISIONS 
The Committee concurred with all of the 

general provisions that apply to the Depart
ment and agencies funded through this leg
islation that were contained in the fiscal 
year 1982 bill <P.L. 97-101>. The Committee 
did, however, delete 2 new general provi
sions concerning EPA. The deletion of these 
provisions was done without prejudice in 
order to consider these provisions by the 
entire Senate. 

At this point, Mr. President, may I 
very sincerely thank my colleagues 
from Kentucky, Senator HUDDLESTON, 
for the pleasure I have had during the 
last year-and-a-half of working with 
him on this subcommittee as the rank
ing minority member, and for the co
operation I have had with him in 
achieving the budget savings during 
the last 2 fiscal years. We have saved 
considerably more money than any 
other subcommittee of the Appropri
tions Committee. Without his coopera
tion and hard work and work of his 
staff and mine, this simply could not 
have been accomplished. 

So I wish to again thank him very 
much for his work and efforts during 
the last year-and-a-half. 

Mr. HUDDLESTON addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from Kentucky. 

Mr. HUDDLESTON. Mr. President, 
first of all I wish to thank the distin
guished subcommittee chairman, the 
floor manager of the bill, the Senator 
from Utah, for those generous re
marks. It has been a pleasure working 
with him on this particular appropria
tions bill. 

The bill includes a total, as he has 
pointed out, of $47.5 billion in budget 
authority. And even in these times of 
enormous Federal expenditures, that 
still constitutes a substantial sum of 
money-$47.5 billion. The programs 
included stretch across a broad spe
trum of the needs that exist in this 
country. And it has been no easy task 
to try to conform the expenditures for 
those various programs to the budget 
restraints that we are and should be
operating under. 

So I wish to extend my commenda
tion to the Senator from Utah for the 
manner in which he and his staff have 
approached this bill for the diligence 
that he has brought to it and for the 
very difficult situations that he has 
been able to overcome in order to 
move this legislation. 

I am pleased to recommend to the 
Senate that it approve this fiscal 1983 
appropriations bill for the Department 
of Housing and Urban Development 
and independent agencies. I think it is 
significant that this is the first of the 
13 appropriations bills that must be 
passed in order have a budget for the 
Federal Government during the fiscal 
year which begins October 1. This, 
again, I think, indicated the diligent 
manner in which our subcommittee 
chairman has approached this particu
lar legislation. 

As reported from committee, the bill 
includes $47.5 billion in budget author
ity. This is $6.1 billion more than the 
request, $9.7 billion less than the fiscal 
1982 appropriations and $8.9 billion 
under the subcommittee's section 
302<b> allocation under the Congres-
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sional Budget and Impoundment Con
trol Act of 1974. 

While the comparisons with last 
year's appropriations and with the 
subcommittee's allocation appear ex
tremely favorable, it is important to 
note that, with certain exceptions, 
principally section 202 housing for the 
elderly and handicapped and Indian 
units, there is no funding in this bill 
for an assisted housing program. The 
administration has proposed replacing 
the section 8 program with a new sub
sidy mechanism, but there is at this 
time no clear indication of what type 
of final authorization may emerge. 
Thus, consideration of an assisted 
housing program has basically been 
deferred. Since the entire amount of 
budget authority for a housing pro
gram is shown in its first year, even 
though the program may extend over 
15, 20 or 30 years, the cost of housing 
programs is great. In fiscal 1982, for 
example, the appropriation was $13.2 
billion, including several rescissions; in 
fiscal 1981 it was $24 billion. Thus, 
even with the allocation remaining for 
the subcommittee only a moderate 
housing program can be accommodat
ed. 

Despite the deferral of funding for 
an assisted housing program, the com
mittee has recommended funding for a 
large majority of the BUD programs, 
as well as for other programs funded 
by the bill. 

The committee has recommended 
bill language extending the construc
tion deadline for section 8 projects re
ceiving a financing adjustment factor 
<FAF> from October 1, 1982, until Jan
uary 1, 1983. Earlier this year, in the 
urgent supplemental appropriations 
bill, the F AF was raised to account for 
high interest rates and the committee 
provided not only for the use of $3.7 
billion in recaptured funds but also 
$1.7 billion in additional appropria
tions to cover FAF-eliglble projects. 
This was done to help clear the pipe
line of previously approved section 8 
projects which had not gone to con
struction. It is the committee's intent 
that as many of these previously ap
proved projects as possible move to 
construction. The additional time is 
designed to allow this. 

For the section 202 housing for the 
elderly and handicapped program, the 
committee recommends a loan limita
tion of $724.8 million, which will pro
vide for 16,000 units. Bill language 
limits the program to qualified non
profit sponsors. 

The congregate services program is 
funded at $3.5 million, the same as the 
House amount. 

For public housing operating subsi
dies, the committee recommendation 
is $1.288 billion. Based on prior experi
ence, it is unlikely that this will be suf
ficient to cover formula requirements 
in fiscal 1983. Consequently, the com
mittee report directs the Department 

to submit a revised estimate of fiscal 
1983 requirements by May 2, 1983. 
Furthermore, the committee included 
bill language requiring the Depart
ment to obligate each public housing 
authority's allocation to the authority 
45 days prior to the beginning of the 
authority's fiscal year. The contracts 
between BUD and the authorities cur
rently include such a provision, but 
numerous delays in obligating fiscal 
1982 funds imposed a severe financial 
strain upon some local authorities. 
The bill language is designed to pre
vent the recurrence of such a situation 
in fiscal 1983. 

The recommendation for housing 
counseling assistance is $3.5 million, 
the same as the House amount. This 
should allow continuation of some 140 
counseling programs. 

The committee has recommended a 
limitation of $39.8 billion for the Fed
eral Housing Administration's <FHA> 
loan guarantee program. This is only 
slightly below the fiscal1982 level and 
reflects the committee's intention that 
ample mortgage insurance be available 
should the hoped-for revival in the 
housing industry occur. The commit
tee report also directs the Department 
to notify the committee if it appears 
the limitation will be reached. The 
committee does not want the limita
tion to result in any restriction or mor
atorium on commitments. 

For the Government National Mort
gage Association's mortgage-backed se
curities program, the recommended 
loan limitation is $68.250 billion. As 
with the FHA program, the committee 
has included report language directing 
the Department to notify the commit
tee promptly if it appears the limita
tion will be reached. 

The Solar Energy and Energy Con
servation Bank is funded at $15 mil
lion under the committee recommen
dations. 

The recommendation for the com
munity development block grant 
<CDBG> program is $3.456 billion, the 
same as the budget request. The com
mittee restored the $11 million cut by 
the House committee from the Secre
tary's discretionary fund. 

Under the committee proposals, the 
urban development action grant 
<UDAG > program, is funded at $440 
million, the same as in fiscal 1982. The 
committee restored the reduction 
made by the House committee in the 
small cities portion of the program. 

The committee has recommended 
continuing the section 312 rehabilita
tion loan program, using repayments 
and other income, rather than new ap
propriations. It is estimated that $77 
million will be available in fiscal 1983 
under this agreement. 

For the urban homesteading pro
gram, the committee has included $12 
million, the same as the budget re
quest and House committee allowance. 

The recommendation for policy de
velopment and research is $18 million. 
Within this amount, the committee 
has earmarked $1 million for the 
Housing Assistance Council <HAC>. 
Over the years, HAC has provided a 
number of services to small towns, 
rural areas, and nonprofit housing de
velopment corporations which have 
generally been overlooked by BUD, 
and often by the Farmers' Home Ad
ministration. HAC operates a rural 
housing loan fund which provides pre
development credit to enable projects 
in rural and isolated areas to prove 
feasibility, obtain financing, and begin 
construction. It provides technical as
sistance through training conferences, 
seminars, workshops, and onsite con
sultations. And, it conducts an impor
tant information program which in
cludes a biweekly newsletter, technical 
manuals and guides, and analyses of 
rural housing issues, proposed changes 
in the operation of housing programs, 
and regulatory changes. All these ac
tivities constitute an invaluable re
source for rural areas, such as eastern 
Kentucky. 

For fair housing assistance, the rec
ommendation is $5.7 million, the same 
as the budget request and the House 
allowance. 

Although the committee deleted the 
House language prohibiting the use of 
funds to plan or implement a reorgani
zation of the Department without the 
prior approval of the Committees on 
Appropriations, I continue to share a 
number of concerns which have been 
expressed, especially those regarding 
the possible arbitrary nature of pro
posed reductions in the field. The 
House Appropriations Committee's 
surveys and investigations staff has, 
however, reviewed this matter, and it 
will be a subject for conference action. 

For the work of the Consumer Prod
uct Safety Commission, the committee 
has included $33.5 million, the amount 
of the budget request and the House 
committee allowance. 

The committee recommendation for 
the Environmental Protection Agency 
is $33,699 billion. This includes a resto
ration of $43.9 million under the 
abatement, control, and compliance 
account for the State grants program. 
This addition brings the State grants 
program to their fiscal 1982 levels, a 
move which seems only reasonable in 
view of the increased responsibilities 
being assumed by the States. Under 
this account, the committee has also 
included $1.9 million for the National 
Rural Water Association's State and 
rural water training and technical as
sistance program. Under the research 
and development account, the commit-
tee added $270,000 for a study of phos
phate processing as part of the study 
of waste streams generated during 
mining operations. 
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For the Federal payment to the haz

ardous substance response trust fund, 
the recommendation is $38 million, 
and for hazardous response trust fund 
or superfund activities, the recommen
dation is $200 million. The committee 
report expresses the committee's con
cern over the slow progress in super
fund activity. 

The committee included bill lan
guage providing that $20 million be 
used by the States for State hazardous 
waste site surveys. 

The recommendation for the 
wastewater construction grant pro
gram is $2.430 billion, of which $30 
million would be used for combined 
sewer overflows into marine bays and 
estuaries. 

For the Federal Emergency Manage
ment Agency (FEMA), the recommen
dation is $586.2 million. In determin
ing the amount to be provided for civil 
defense, the committee basically decid
ed to fund those activities which have 
dual civilian/national emergency use 
but to defer those which relate solely 
to national emergency, such as crisis 
relocation. This results in $181 million 
for civil defense activities. 

Under FEM.A's State and local as
sistance account, the committee has 
deleted the House committee's limita
tion of $2 million on earthquake re
search. Much remains to be done in 
this area, including work on the New 
Madrid fault area. 

For activities of the U.S. Fire Ad
ministration, the committee recom
mendation is $3.3 million for firefight
ing health and safety, arson preven
tion and control, the national fire data 
system, and fire rescue service man
agement improvement. 

The committee rejected the proposal 
that administrative expenses of the 
flood insurance program be funded 
from premiums and instead continued 
the present policy of funding these 
costs from the salaries and expenses 
account. The flood insurance program, 
while beneficial, has imposed a 
number of burdens upon flood-prone 
areas, such as eastern Kentucky. If we 
are to have such a program, then it 
must be fair and premiums must 
remain reasonable. Continuing present 
policy should help insure that. 

For the research and development 
activities of the National Aeronautics 
and Space Administration <NASA), the 
recommendation is $5.1 billion. The 
committee has funded the Centaur F 
upper ·stage for the Space Shuttle. It 
has added $5 million to the $4 million 
requested for technology utilization so 
that the benefits of NASA research 
and development can be promptly 
shared with academic institutions, in
dustry and small business and State 
and local governments. The joint 
NASA-University of Kentucky project 
is a prime example of the technology 
utilization program. 

The committee recommendation also 
includes $39.9 million for space appli
cations commur.:.ications and informa
tion systems. The committee addition 
of $20 million is designed to support 
continued work on both the spacecraft 
and proof of concept for the advanced 
communications technology program 
(previously the 30/20 gigahertz pro
gram) so that a flight demonstration 
can be undertaken by the 1987-88 time 
period. A flight demonstration is nec
essary by that time if the United 
States is to remain competitive in the 
communications field. 

The recommendation for NASA's 
construction of facilities account is 
$100 million, and for research and pro
gram mangement, $1.177 billion. 

For the National Science Founda
tion <NSF>, the committee figure is 
$1.072 billion. Of that amount, $1.055 
billion is for research and related ac
tivities, $15 million for science and en
gineering education activities, and $2.2 
million for scientific activities over
seas. 

The Neighborhood Reinvestment 
Corporation is funded at $15.5 million. 

For the Selective Service System, 
the recommendation is $22.9 million. 
While the House report addresses the 
proposed alternative service program, 
the Senate committee report does not 
because Senate language was added to 
the supplemental appropriations bill 
directing that an appeals process be 
established within the alternative 
service program. Because of questions 
which have been raised, this is an area 
the committee will undoubtedly want 
to monitor. 

Under the committee recommenda
tions, the revenue-sharing program is 
funded at $4.566 billion, the same as 
the fiscal 1982 appropriation. This will 
provide assistance for more than 
39,000 localities. 

The compensation and pensions ac
count of the Veterans' Administration 
<VA> is funded at $13.4 billion under 
the committee recommendations. For 
readjustment benefits, $1.665 billion is 
recommended. Correspondence train
ing would continue to be funded under 
the Senate committee proposals. 

For the medical care account, the 
committee has included $7.4 billion to 
treat an estimated 1.3 million patients 
in fiscal 1983 and to cover an estimat
ed 18.3 million outpatient medical and 
dental appointments. The medical and 
prosthetic research efforts are funded 
at $150 million. This account will fund 
the agent orange studies. It is also the 
committee's hope that the VA will 
pursue additional research in the geri
atrics area, including such diseases as 
Alzheimer's disease. 

Mr. BAKER addressed the Chair. 
The PRESIDING OFFICER. The 

majority leader. 
Mr. BAKER. Mr. President, I am ad

vised now that the minority leader is 
agreeable to going forward with the 

unanimous-consent request limiting 
time for debate on this measure. If it 
is agreeable to the acting minority 
leader and minority manager and the 
manager of the bill, the chairman of 
the committee, I will put the request 
at this time. 

Mr. HUDDLESTON. Mr. President, 
this time agreement has been ap
proved by the Democratic leader of 
the Senate and by the minority and 
we are prepared to enter into it at the 
present time. 

Mr. BAKER. I thank the acting 
leader. 

TIME LIMITATION AGREEMENT 

Idr. President, I ask unanimous con
sent that on this measure, Calendar 
Order No. 804, H.R. 6956, the HUD ap
propriations bill, that it be considered 
under the following time agreement: 

One hour on the bill to be equally 
divided between the Senator from 
Utah <Mr. GARN) and the Senator 
from Kentucky (Mr. HUDDLESTON); 30 
minutes on first-degree amendments; 
20 minutes on second-degree amend
ments; 10 minutes on any debatable 
motions, appeals, or points of order, if 
so submitted to the Senate; and that 
the agreement be in the usual form 
with respect to division and control of 
time; provided further that no amend
ment dealing with enforcement or im
plementation of the Clean Air Act be 
in order to H.R. 6956; and a 30-minute 
time agreement on an amendment to 
be offered by Senators BAKER and 
BYRD or Senator PROXMIRE dealing 
with the Senate gymnasiums. 

The PRESIDING OFFICER. Is 
there any objection? I hear none. It is 
so ordered. 

Mr. GARN. Mr. President, I ask 
unanimous consent that the commit
tee amendments be considered and 
agreed to en bloc except for the 
amendment dealing with the Veterans' 
Administration constructing major 
projects on page 36, lines 4 through 7; 
that the bill, as thus amended, be re
garded for purposes of amendment as 
original text; and provided that no 
point of order shall be considered to 
have been waived by reason of agree
ment to this order. 

The PR~IDING OFFICER. Is 
there any objection? I hear none. It is 
so ordered. 

The committee amendments consid
ered and agreed to en bloc are as fol
lows: 

On page 2, after line 6, insert the follow
Ing: 

ANNUAL CONTRIBUTIONS FOR ASSISTED HOUSING 

The amount of contracts for annual con
tributions, not otherwise provided for, as au
thorized by section 5 of the United States 
Housing Act of 1937, as amended <42 U.S.C. 
1437c), and heretofore approved in appro
priation Acts, is increased by $179,940,000: 
Provided, That the budget authority obli
gated under such contracts shall be in
creased above amounts heretofore provided 
in appropraiation Acts by $3,799,920,000: 
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Provided further, That of the budget au
thority provided herein, $1,000,000,000 shall 
be for the modernization of existing public 
housing projects (section 14 of the United 
States Housing Act of 1937, as amended (42 
U.S.C. 14371)), $703,920,000 shall be for the 
development or acquisition cost of public 
housing for Indian families, and 
$2,096,000,000 shall be for assistance for 
projects developed for the elderly or handi
capped under section 202 of the Housing 
Act of 1959, as amended <12 U.S.C. 1701q): 
Provided further, That if the budget author
ity deferred until October 1, 1982, for the 
modernization of 5,073 vacant uninhabitable 
public housing units is less than $89,321,727, 
an additional amount equal to the differ
ence between $89,321,727 and the amount 
deferred, if any, shall be made available for 
that purpose from authority which was pro
vided by prior Acts of Congress and is recap
tured or deobligated during fiscal year 1983, 
before such authority is made available for 
any other purpose: Provided further, That 
of the budget authority obligated for the 
development of public housing, which was 
provided by prior Acts of Congress and is re
captured or deobligated during fiscal year 
1983 and which is not needed for purposes 
of the preceding proviso, 70 per centum 
shall be made available for the moderniza
tion of existing public housing projects: Pro
vided further, That any amount remaining 
on September 30, 1982, from the contract 
authority and budget authority made avail
able for use as provided in the third proviso 
under the heading, "Annual Contributions 
for Assisted Housing <Rescission>", in the 
Urgent Supplemental Appropriations Act, 
1982 <Public Law 97-216), shall remain avail
able for obligation in accordance with the 
terms of such proviso, except that the 
Agreement to Enter into a Housing Assist
ance Payments Contract shall not be re
quired to include a provision requiring that 
construction must be in progress prior to 
January 1, 1983: Provided further, That any 
balances of authorities remaining at the end 
of fiscal year 1982, together with any bal
ances becoming available for obligation in 
fiscal year 1983, shall be added to and 
merged with the authority provided herein 
and made subject only to terms and condi
tions of law applicable to authorizations be
coming available to fiscal year 1983: Provid
ed further, That any balances of authorities 
initially made available prior to the enact
ment of this Act which are or become avail
able for obligation in fiscal year 1983 shall 
not be subject to the requirements of sec
tion 5<c> (2) or <3> of the United States 
Housing Act of 1937, as amended <42 U.S.C. 
1437c), and such balances, together with the 
authorities provided in this Act, shall not be 
subject to the requirements of the fourth 
sentence of section 5<c><l> of such Act or 
section 213<d> of the Housing and Commu
nity Development Act of 1974, as amended 
<42 U.S.C. 1439): Provided further, That 
with respect to newly constructed and sub
stantially rehabilitated projects under sec
tion 8 of the United States Housing Act of 
1937, as amended, during 1983, the Secre
tary shall not impose a percentage or other 
arbitrary limitation on the cost and rent in
creases resulting from increased construc
tion cost in exercising the authority to ap
prove cost and rent increases set forth in 
section 8< 1 > of such Act: Provided further, 
That no funds provided under this or any 
other Act shall be used to terminate a reser
vation of contract authority for any project 
under section 8 of the United States Hous
ing Act of 1937, as amended, on account of 

the inability of the developer or owner of 
that project to obtain firm financing, unless 
such termination occurs no less than 
twenty-four months following the date of 
initial reservation of contract authority for 
such project: Provided further, That no au
thorities available for obligation in fiscal 
year 1983 may be used <A> to provide for the 
initial reservation for additional newly con
structed units under m the section 8 hous
ing assistance payments program <other 
than assistance used in connection with sec
tion 202 of the Housing Act of 1959), or <U> 
the public housing program <other than as
sistance for Indian families>: or <B> to exe
cute annual contributions contracts for ex
isting housing under 24 CFR 882, subparts 
A and B <other than for units converted 
from section 23 to section 8 under 24 CFR 
881.123 and units converted to section 8 
from section 101 of the Housing Urban De
velopment Act of 1965 <12 U.S.C. 1701s)), for 
a term longer than sixty months. 

RENT SUPPLEMENT 

(RESCISSION) 

The limitation otherwise applicable to the 
maximum payments that may be required 
in any fiscal year by all contracts entered 
into under section 101 of the Housing and 
Urban Development Act of 1965 <12 U.S.C. 
1701s>, is reduced in fiscal year 1983 by not 
more than $105,160,000 in uncommitted bal
ances of authorizations provided for this 
purpose in appropriation Acts. 

On page 6, line 13, strike "$453,000,000", 
and insert "$724,800,000"; 

On page 7, line 19, strike "$1,350,000,000", 
and insert the following: "$1,288,000,000: 
Provided, That the amount payable to each 
public housing agency shall be obligated at 
least forty-five days prior to the beginning 
of the public housing agency's fiscal year: 
Provided further, That payments made as a 
result of the amounts so obligated will begin 
during the first month of the public hous
ing agency's fiscal year, and shall be made 
in a lump sum payment to public housing 
agencies receiving $15,000 or less, shall be 
made quarterly to public housing agencies 
receiving over $15,000 and less than $60,000, 
and shall be made monthly to public hous
ing agencies receiving payments of $60,000 
or over." 

On page 9, line 20, strike 
"$40,000,000,000", and insert 
"$39,800,000,000"; 

On page 11, line 12, strike "$25,000,000", 
and insert "$15,000,000"; 

On page 11, line 21, strike 
"$3,445,000,000", and insert 
"$3,456,000,000"; 

On page 12, line 2, strike "Provided fur
ther", through and including the end of line 
4; 

On page 12, line 13, strike "$340,000,000", 
and insert "$440,000,000"; 

On page 12, line 14, strike "of which", 
through and including "Act," on line 15; 

On page 12, line 22, strike "1981", and 
insert "1982"; 

On page 14, line 9, strike "$20,000,000", 
and insert "$18,000,000"; 

On page 14, line 24, strike "$576,224,000", 
and insert "$575,223,000"; 

On page 15, line 1, strike "Provided", 
through and including the end of line 5; 

On page 17, line 1, strike "three", and 
insert "two"; 

On page 17,line 2, strike "$6,689,000", and 
insert "$6,682,000"; 

On page 17, line 19, strike "$544,963,000", 
and insert "$548,613,200"; 

On page 17, line 23, after "(42 U.S.C. 
6913)", insert the following: "Provided fur-

ther, That the funds provided by this appro
priation shall be used to pay for the employ
ment of at least 9,050 permanent, full-time 
equivalent workyears; Provided further, 
That the Agency shall not institute a reduc
tion in force or any other measure which re
sults in a level of workyears lower than 
9,050 permanent, full-time equivalent work
years." 

On page 18, line 6, strike "$121,204,000", 
and insert "$115,000,000"; 

On page 18, line 10, strike "$369,075,000", 
and insert "$365,007 ,000"; 

On page 18, line 18, after "4009", insert 
the following: ": Provided further, That not
withstanding any other provision of law, In
verness, Mississippi shall be reimbursed for 
the costs incurred for the construction of a 
hydrological control release lagoon. 

On page 19, line 7, strike "$44,000,000", 
and insert "$38,000,000"; 

On page 19, line 12, strike "$230,000,000", 
and insert "$200,000,000"; 

On page 19, line 18, after "96-510", insert 
the following: 

Provided further, That of the funds appro
priated under this head, $8,000,000 shall be 
made available to the Department of Health 
and Human Services, upon enactment, and 
up to an additional $2,000,000 may be made 
available by the Administrator to the De
partment for the performance of sJ:;ecific ac
tivities in accordance with section 111<c><4> 
of Public Law 96-510, the Comprehensive 
Environmental Response, Compensation, 
and Liability Act of 1980. Management of 
all funds made available to the Department 
shall be consistent with the responsibilities 
of the Trustee of the Fund, as outlined in 
section 223<b> of the Act: Provided further, 
That for purposes of carrying out section 
3012 of the Resource Conservation andRe
covery Act of 1976, as amended (42 U.S.C. 
6933), as added by Public Law 96-482, 
$20,000,000, from the funds provided under 
this head, to remain available until Septem
ber 30, 1984. 

On page 20, line 11, after "amended,", 
insert "including sections 201<n><2>, and 
20l<m><3>": 

On page 20, strike line 15, through and in
cluding line 24; 

On page 21, line 20, strike "$1,578,000", 
and insert "$1,839,000"; 

On page 21, line 20, strike "Provided", 
through and including the end of line 24; 

On page 22, line 7, st.dke "$324,000,000", 
and insert "$130,000,000"; 

On page 22, line 22, strike "$110,3il2,000", 
and insert "$ll4,616,000"; 

On page 23, line 3, after "amended", insert 
"the Earthquake Hazards Reduction Act of 
1977 (42 U.S.C. 7701 et seq.>": 

On page 23, line 6, strike "$139,776,000", 
and insert "$167,731,000"; 

On page 23, line 6, strike "Provided", 
through and including the end of line 8; 

On page 24, line 3, strike "$155,627,000", 
and insert "$173,928,000"; 

On page 24, line 20, strike "$1,299,000", 
and insert "$1,351,000"; 

On page 25, line 12, strike "$1,799,000,-
000", and insert "$1,769,000,000"; 

On page 25, line 12, strike "Shuttle,", and 
insert "Shuttle and"; 

On page 25, line 13, strike 
"$1,815,000,000", and Insert 
.. $1,369,000,000"; 

On page 25, line 14, strike "(3)'', through 
and including "Augmentation" on line 20; 

On page 25, line 21, strike 
"$5,542,800,000", and insert $5,117,800,000"; 

On page 25, line 23, after "1984:", insert 
the following: "Provided, That $280,000,000 
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shall be made available for aeronautical re
search and technology, that $174,000,000 
shall be made available for design, develop
ment, procurement, and other related re
quirements of liquid hydrogen-liquid oxygen 
upper stages <Centaur F> for use in launch
ing the Galileo and Solar Polar spacecraft 
in 1986, and that not more than $1,570,000 
shall be made available for implementing 
Public Law 97-219:" 

On page 26, line 15, strike "$95,000,000", 
and insert $100,000,000"; 

On page 27, line 18, strike "$1,168,900,-
000", and insert $1,117,000,000"; 

On page 28, line 1, strike "; Provided", 
through and including the end of line 3; 

On page 28, line 25, strike "$62,081,000", 
and insert $63,081,000"; 

On page 29 line 5, strike "; $1,067,200,-
000", and insert "$1,055,568,000"; 

On page 29 line 15, after "proportionally", 
insert the following; "Provided further, 
That of the funds appropriated under this 
head, not more than $62,100,000 shall be 
available for all operational activities in the 
United States Antarctic Program: Provided 
further, That no appropriated funds con
tained herein shall be available for the Ad
vanced Ocean Drilling Program without the 
approval of the Committees on Appropria
tions. 

On page 30, line 3, strike "$40,000,000", 
and insert "$15,000,000"; 

On page 30, line 25, after "$15,512,000", 
insert the following: 

Provided, That notwithstanding "any 
other provisions for this or any other Act, 
the Secretary of Housing and Urban Devel
opment, the Federal Home Loan Bank 
Board and the Federal Home Loan Banks, 
the Federal Deposit Insurance Corporation, 
the Comptroller of the Currency, and the 
National Credit Union Administration or 
any other department, agency or other in
strumentality of the Federal Government 
may provide to the Neighborhood Reinvest
ment Corporation such funds, services, and 
facilities as they deem appropriate, with or 
without reimbursement, to achieve the ob
jectives and to carry out the purposes of the 
Neighborhood Reinvestment Corporation 
Act." 

On page 31, line 19, strike "$22,386,000", 
and insert "$22,986,000"; 

On page 33, line 7, strike "Provided", 
through and including line 16; 

On page 34, line 16, strike 
"$7,512,661,000", and insert 
"$7,493,824,000"; 

On page 34, line 22, strike "$155,000,000", 
and insert "$150,329,000"; 

On page 35, line 6, strike "$56,107,000", 
and insert "$55,807,000"; 

On page 35, line 18, strike "$686,359,000", 
and insert "$691,359,000"; 

On page 35, strike line 20; 
On page 36, line 24, strike "$32,500,000", 

and.insert "$32,865,000"; 
On page 49, strike line 8, through and in

cluding line 2 on page 50. 
<The following proceedings occurred 

earlier and are printed at this point by 
unanimous consent:) 

Mr. BAKER. Mr. President, will the 
chairman of the committee grant me a 
convenience? 

Mr. GARN. Yes. 
Mr. BAKER. I hate to do this, but I 

have other matters that I have to 
attend to. I have announced, as has 
the minority leader, that we are going 
to put the gymnasium amendment on 
the first bill that came along, and this 

89-059 0-86-40 (pt. 18> 

is it. I understand there are committee 
amendments and I would ordinarily 
wait and have to wait until the com
mittee amendments are completed. 
But if the managers will permit me, I 
would like to put that request at this 
time. 

UP AMENDMENT NO. 1280 

Mr. President, I ask unanimous con
sent that it be in order at this time to 
offer an amendment relating to gym
nasiums as provided for in the unani
mous-consent agreement. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The clerk will report the amend
ment. 

The assistant legislative clerk read 
as follows: 

The Senator from Tennessee <Mr. BAKER), 
for himself and Mr. ROBERT C. BYRD pro
poses an unprinted amendment numbered 
1280. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the end of the bill add the following 

new section: 
SEc .. <a.><l>Notwithstanding the directive of 

the Senate Office Building Commission of 
March 19, 1982, and notwithstanding any 
other provision of law, the Architect of the 
Capitol shall cease the obligation, commit
ment, or expenditure of any unallotted con
struction contingency funds <identified 
during the construction of the Hart Senate 
Office Building) for the purpose of complet
ing the construction of the physical fitness 
facility in the Hart Senate Office Building. 

<2> The Architect of the Capitol is author
ized to obligate and expend from the con
struction contingency funds for the Hart 
Senate Office Building amounts which are 
prohibited to be obligated, committed, or 
expended by the first paragraph of this sub
section for such other necessary expenses 
relating to the completion of the Hart 
Senate Office Building as the Architect of 
the Capitol deems necessary. 

(b) No funds may be expended for the op
eration of the physical fitness facility in the 
Dirksen Senate Office Building after the 
date of enactment of this Act. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BAKER. Mr. President, I yield 
myself such time as I may utilize, and 
I will not utilize very much. 

Mr. President, yesterday when we 
stripped the debt limit it also stripped 
the gymnasium amendment which was 
adopted by the Senate. Both the mi
nority leader and I indicated that we 
would restore that amendment, and 
that is what is being done here. The 
amendment is identical in language 
and effect to the amendment that was 
added to the debt limit. I urge its 
adoption. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from Tennessee 
(Mr. BAKER). 

The amendment <UP No. 1280) was 
agreed to. 

Mr. BAKER. Mr. President, I move 
to reconsider the vote by which the 
amendment was agreed to. 

Mr. GARN. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the action on 
this measure appear following the 
adoption of the committee amend
ment in the RECORD. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. BAKER. Mr. President, I thank 
the managers and I thank all Senators 
for permitting me this time. 

Mr. President, I ask unanimous con
sent that the gymnasium amendment 
may remain open for cosponsors for 
the remainder of this calendar day. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. PROXMIRE. Mr. President, I 
ask unanimous consent that I be 
added as a cosponsor of the amend
ment. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Additional cosponsors of UP amend
ment No. 1280 offered by Mr. BAKER 
and Mr. ROBERT C. BYRD are: Mr. 
PROXMIRE, Mr. SASSER, Mr. GARN, Mr. 
HUDDLESTON, Mr. WARNER, Mr. LEviN, 
Mr. PERCY; and Mr. CHAFEE. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. HUDDLESTON. Mr. President, 
I yield myself such time as I may re
quire. 

UP AMENDMENT NO. 1281 

Mr. HUDDLESTON. Mr. President, 
I would like to express my support for 
the technical amendment approved by 
the Appropriations Committee which 
allows any agency, department or in
strumentality of the Federal Govern
ment to provide funds as well as serv
ices and facilities to the Neighborhood 
Reinvestment Corporation. 

To further clarify the intent of the 
committee, I am offering an amend
ment that would specifically authorize 
financial contributions by the Board 
of Governors of the Federal Reserve 
System and the Federal Reserve banks 
to the Neighborhood Rei..?'J.vestment 
Corporation. With this purpose in 
mind, I send to the desk the following 
amendment. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from Kentucky <Mr. HuD
DLESTON) proposes an UI!printed amendment 
numbered 1281. 

On page 31, line 4, after the word 
"Banks," insert "the Board of Governors of 
the Federal Reserve System and the Federal 
Reserve Banks,". 

' 
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The PRESIDING OFFICER. Who 

yields time? 
Mr. HUDDLESTON. Mr. President, 

I yield to the manager of the bill. 
Mr. GARN. Mr. President, on behalf 

of the majority, I am happy to agree 
to accept the amendment. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment. 

The amendment <UP No. 1281) was 
agreed to. 

Mr. GARN. Mr. President, I move to 
reconsider the vote by which the 
amendment was agreed to. 

Mr. HUDDLESTON. Mr. President, 
I move to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

UP AMENDMENT NO. 1282 

(Purpose: Reduce funding for civil defense 
to authorization level> 

Mr. PROXMIRE. Mr. President, I 
send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from Wisconsin <Mr. Paox
MIRE) proposes an unprinted amendment 
numbered 1282. 

Mr. PROXMffiE. Mr. President, I 
ask unanimous consent that further 
reading of the amendment be dis
pensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
On page 22, line 22 strike "$114,616,000" 

and insert "$112,616,000". 
On page 23, line 6 strike "$167,731,000" 

and insert "$157,291,000". 
On page 24, line 3 strike "$173,928,000" 

and insert "$157,550,000". 
Mr. PROXMIRE. Mr. President, 

subsequent to the committee markup 
on the HUD appropriations bill, the 
conferees on the Defense Department 
authorization bill for 1982 <S. 2248), 
agreed to authorize $152,322,000 for 
the civil defense program. This 
amount is $100,000,000 below the 
agency's fiscal year 1983 budget re
quest and $28,818,000 below the 
Senate Appropriations Committee's 
recommendation. My amendment 
would reduce the level of funding for 
civil defense to the authorization level. 
Specifically, the amendment assumes 
that FEMA would provide $92,900,000 
for State and local assistance, 
$31,900,000 for emergency planning 
and assistance, and $27,522,000 for sal
aries and expenses. 

Mr. GARN. Mr. President, as I un
derstand it, this amendment will bring 
funding for civil defense to the au
thorized level. The $152,322,000 will 
provide funding for those activities 
within the civil defense program 
which have dual civilian/national 
emergency applications. Furthermore, 
within the funds provided in the sala
ries and expenses account and the 

agency's attrition rate of 10 percent 
over the last 2 years, FEMA will be 
able to provide 10 additional FTE for 
the civil defense program in fiscal year 
1983. Therefore, I would be glad to 
accept this amendment on the part of 
the majority. 

Mr. HUDDLESTON. Mr. President, 
I have no problem in accepting this 
amendment. As I noted in my opening 
statement, we sought to fund activities 
which have a dual civilian and nation
al emergency application. I under
stand that the authorizing committee 
generally did the same, although at a 
slightly lower rate. 

We are pleased to join with the floor 
manager in accepting this amendment, 
which simply conforms the appropria
tion to the final authorization. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment. 

The amendment <UP No. 1282) was 
agreed to. 

Mr. PROXMIRE. Mr. President, I 
move to reconsider the vote by which 
the amendment was agreed to. 

Mr. GARN. Mr. President, I move to 
lay that motion on the table. 

The motion to lay on the table was 
agreed to. 
e Mr. MATHIAS. The House has 
added $900,000 to the EPA appropria
tions bill to begin implementation of 
the $27 -million Chesapeake Bay pro
gram. I urge my colleagues in the 
Senate to follow suit. The program, 
mandated by the EPA Appropriations 
Subcommittee 6 years ago, is due to be 
completed in January 1983. Therefore, 
these funds will not be used for fur
ther research, but to put to use the 
findings of the study in order to effec
tively manage the bay. 

Continued Federal presence on the 
bay is imperative because of the inter
state nature of the watershed. For the 
first time in recent memory, Mary
land, Virginia, and Pennsylvania have 
worked together in amity and coopera
tion on the bay program. In fact, this 
has been an outstanding example of 
interstate cooperation. We have 
reason to believe, however, that with
out further Federal involvement, this 
relationship may dissolve. One of the 
recommendations of the program is to 
devise an institutional arrangement to 
continue the Federal-State partner
ship. The States have already pledged 
their support and commitment to 
share in the cost. This money would 
provide the Federal share. 

Mr. SARBANES. I want to under
score the importance of the EPA 
Chesapeake Bay program to the 
Chesapeake Bay itself-our Nation's 
greatest estuarine system-and to the 
larger effort to understand better the 
effects of pollution and urbanization 
on all our estuaries. Under the EPA 
bay program, extensive research was 
carried out on the effects of excess nu
trients and toxic chemicals on the 

bay's water quality and on the status 
of the bay's aquatic grasses-so impor
tant to finfish and shellfish resources. 

The research was conducted on a 
State and Federal cooperative basis, 
and the knowledge gained is of nation
al importance, both in terms of future 
management of the tremendous 
Chesapeake Bay ecosystem itself and 
in terms of our Nation's overall water 
quality improvement strategy. We 
cannot afford to squander the oppor
tunity to establish sound management 
options utilizing the data gained from 
the EPA bay program. 

Mr. GARN. I have followed the pro
gram closely and believe it has been a 
wise use of Government funds. For 
that reason, last year the subcommit
tee added $1 million to insure a thor
ough completion of the study. Having 
already expended $27 million, I believe 
it is incumbent upon us to insure that 
the results of the program are put to 
good use. 

Mr. MATHIAS. We have identified a 
number of things that need to be done 
in 1983 to capitalize on the program 
including: Maintenance of the comput
er base; design and start up of a moni
toring program; staffing of an EPA 
Chesapeake Bay liaison office in An
napolis; and a continuation of the re
source user program. We must do ev
erything we can to insure that the 
progress made to date is reinforced 
through continuation of the above ac
tivities. This should not be just an
other research program left on the 
shelf to collect dust. 

The program has provided us with 
many answers to questions about the 
dynamics of the bay's water quality. 
The information developed has na
tional relevance. The program may 
have raised other questions about this 
ecosystem which future science should 
address. If we are to reap the full ben
efit from our interest in this program, 
I urge the Senate accept the House ad
dition of funds for this program at 
this critical transition period. 

Mr. GARN. The Senate added $64.2 
million above the President's request 
to the appropriations bill for HUD and 
independent agency programs. I feel 
at this point we cannot afford to add 
on funds to the bill. However, I reiter
ate my sincere interest in the program 
and intend to do all I can to find 
enough savings in the bill to accommo
date these future activities on the bay 
during our conference committee 
meeting with the House.e 

ASSISTED HOUSING FUNDING 

e Mr. DODD. Mr. President, I would 
like to engage in a brief colloquy with 
the distinguished chairman of the sub
committee concerning the level of 
funding for assisted housing programs 
in the pending bill. First, let me begin 
by recognizing the difficulty which 
the subcommittee faced in considering 
these programs in the absence of an 
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authorization bill. I am privileged to 
sit on the Committee on Banking, 
Housing, and Urban Affairs which is 
most ably chaired by the Senator from 
Utah. Our committee did consider and 
report a comprehensive authorization 
bill for the upcoming year with strong 
bipartisan support. I know the chair
man has every intention of attempting 
to move this legislation to enactment. 
Difficulties in the other body, howev
er, make it questionable whether such 
legislation will be enacted this year. 
This lack and future uncertainty as to 
enactment of an authorization bill and 
the effect of this situation on the ap
propriations for assisted housing pro
grams is of great concern to me. As I 
understand the situation, while the 
budget resolution provides approxi
mately $10.4 billion for these activities 
in fiscal year 1983, the House appro
priations bill deferred all action on 
this account and the Senate bill pro
vides only $3.8 billion due to the 
present lack of authorizing legislation. 
I have several questions about this sit
uation which I would like to pose to 
the subcommittee chairman. 

First, am I correct that the adminis
tration has stated that it will not 
oppose the subsequent appropriation 
for these programs so long as the 
amount conforms to the first budget 
resolution? 

Mr. GARN. That is my understand
ing. 

Mr. DODD. Assuming the enact
ment of an authorizing bill prior to ad
journment of this session, which is 
certainly the course of action we all 
prefer, is it the chairman's intention 
that these funds be appropriate prior 
to adjournment? The chairman is well 
aware of the leadtime required in obli
gating housing funds and the fact that 
we may be authorizing new programs 
which of necessity will require the de
velopment of administrative regula
tions and procedures. For these rea
sons, I believe it is essential that the 
Department be provided with these re
sources as early as possible in the 
fiscal year. 

Mr. GARN. If there is an agreement 
reached on the structure and scope of 
the new housing programs and the 
President indicates his intent to sign 
such legislation, I would expect that a 
housing supplemental would follow 
shortly thereafter. 

Mr. DODD. Finally, if there is no au
thorization legislation, what are the 
prospects and timing of appropriating 
the additional funds provided in the 
budget resolution? Given the possibili
ty that additional funds will not be 
provided for the section 8 new con
struction and rehabilitation programs, 
would it be possible to consider modest 
funding for certain new initiatives so 
as to mitigate such a glaring void in 
Federal housing policy? 

Mr. GARN. Such a possibility always 
exists. However, I believe that we 

' 

should wait until we have a housing 
package that has been approved by 
the Congress before we proceed in a 
piecemeal manner. 

Mr. DODD. I thank the chairman 
for his cooperation and you can be as
sured of my support for resolving this 
situation by working for the enact
ment of authorizing legislation con
sistent with already established 
budget ceilings.e 

Mr. CRANSTON. Mr. President, if 
the Senator would yield, I would like 
to raise two questions concerning the 
Appropriations Committee's recom
mendation that $30 million be appro
priated, as · authorized by section 
20Hn><2> of the Federal Water Pollu
tion Control Act, to address the prob
lems caused by combined sewer over-

Mr. CRANSTON. I appreciate the 
remarks of the Senator from Utah. I 
am, however, concerned by the small 
amount being appropriated, given the 
$200 million authorization signed by 
the President less than 9 months ago 
and the extensive needs demonstrated 
in the committee report. I, therefore, 
want to ask whether an effort can be 
made to appropriate the full $200 mil
lion authorized beginning in fiscal 
year 1984. 

Mr. GARN. As the Senator from 
California is aware, I am not in a posi
tion to commit to an increase in funds 
at this time. The subcommittee will be 
giving careful consideration to an ap
propriate funding level in fiscal year 
1984 in connection with our consider
ation of EPA's fiscal year 1984 budget. 

flows into marine bays and estuaries. soLAR BANK 

My first question is about the list of Mr. HUDDLESTON. I would like to 
eight communities which appears on raise a question regarding the solar 
the top of page 48 of the committee energy and conservation bank. The 
report. As the Senator is aware, the bank, I believe, was authorized by the 
city and county of San Francisco cur- Banking, Housing, and Urban Develop
rently has a substantial problem with ment Committee, of which the Sena
overflows from its combined sewer tor from Utah is chairman. 
system into San Francisco Bay. San Mr. GARN. My colleague from Ken
Francisco's plans contain a cost esti- tucky is correct. The Senate Banking 
mate of $350 million to correct this Committee adopted what is now title 
problem. Indeed, the report last year V of the Energy Security Act when it 
by the Committee on Environment was proposed by Senator TsoNGAS of 
and Public Works which proposed an Massachusetts. The committee was 
authorization of $200 million to deal concerned that there be some balance 
with the combined sewer overflow in securing energy independence, par
problem specifically mentioned the ticularly as escalating energy costs at
overflows into San Francisco Bay as fected cities. 
an example of the need for special Mr. HUDDLESTON. As far as the 
funding. San Francisco, however, is Senator knows, has it ever been the in
not on the list of eight communities tention of either the authorizing or 
appearing in the Appropriations Com- appropriations committee to preclude 
mittee's report. I want to be sure that cities from being directly eligible for 
this omission in no way prejudices San the bank's programs? 
Francisco's 20Hn><2> grant applica- Mr. GARN. No; the act specifically 
tion. defines local governments which pro-

Mr. GARN. The distinguished Sena- vide loans for housing, rehabilitation, 
tor from California is quite correct. energy conservation, or solar improve
The list which appears in the Senate ments as eligible. The committee, now 
report is merely a preliminary list pro- chaired by a former mayor, specifical
vided to the committee by EPA of ly recognizes the experience and ca
communities which EPA expects will pacity of cities which operate section 
make application for 20l<n><2> funds. 312 rehabilitation programs, and com
The presence of a community on that munity development block grant loan 
list is in no sense intended by the com- programs, to be designated as eligible 
mittee as an endorsement of those financial institutions. 
projects over others which do not Mr. HUDDLESTON. I thank my col
happen to be on the list. Our purpose league from Utah for the information. 
was to buttress the need for at least I do have one further question. Is it 
the $30 million appropriation con- the intention of the committee that, 
tained in the bill. The committee con- in allocating the bank conservation 
templates that promptly upon enact- subsidies, the Department create a 
ment of this bill, EPA will publish in new program or use existing pro
the Federal Register the policies grams? 
which will govern its assessment of Mr. GARN. In my view, these limit
grant applications under section ed funds should be used with maxi-
20l<n><2>. EPA will then set an appro- · mum efficiency, both by the adminis
priate deadline by which time applica- tering agency and by the recipient. I 
tions must be filed by the States. The believe there is adequate experience 
committee fully expects that EPA will within BUD's Office of Community 
act promptly on the grant applications Planning and development to adminis
so that work can commence on appro- ter the program at the Federal level, 
priate projects before the end of this so that there is no need to create any 
fiscal year. new bureaucracy. Likewise, State 
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housing finance agencies and local 
governments have considerable experi
ence with rehabilitation loan pro
grams. It only makes sense to take ad
vantage of that capacity and experi
ence rather than to encourage the cre
ation of new offices or programs 
within the State. 

ON EPA APPROPRIATIONS 
Mr. METZENBAUM. I thank the 

distinguished Senator from Utah. 
EPA has designated several locations 

in my State of Ohio as hazardous 
enough to warrant ~ediate cleanup 
under its Superfund program. 

I wish to call attention to EPA ac
tivities at two of these sites, both of 
which happen to be located only 6 
miles apart in Ashtabula County-the 
Poplar oil site in Jefferson and the 
Kraus-Webb site in Rock Creek. 

EPA has already expended substan
tial sums of money and has devoted 
much time to the cleanup of these 
hazardous waste sites. Unfortunately, 
the actual removal of hazardous mate
rials from these locations is far from 
complete. As a result, area residents in 
both communities are deeply alarmed, 
and rightfully so, about the potential 
health threats which these sites may 
be causing them. 

It is up to EPA to once and for all 
put an end to the fear and uncertainty 
which surround these two sites. EPA 
must secure the sites so that the 
people who live near them are no 
longer in danger and it must deter
mine whether the hazardous materials 
have caused or are causing health 
problems. 

With respect to the Poplar oil site, 
EPA has already spent close to 85 per
cent of a designated $1 million in 
emergency Superfund money to 
remove, among other things, PCB-con
taminated oil from the site. Yet, EPA 
officials are now telling lO"...al residents 
that they do not have enough money 
to finish the job. 

In Rock Creek, EPA has spent sever
al thousand dollars to conduct tests on 
the hazardous materials located at the 
site of a former fertilizer company. As 
EPA takes its time compiling these 
test results, more and more area resi
dents are exhibiting similar health-re
lated problems, such as nausea and 
dizziness. These problems are wide
spread enough-two weekends ago 
nine people went to the hospital with 
these very ailments-to warrant a 
prompt and thorough EPA investiga
tion. 

I hope, therefore, that the chairman 
can assure me that the committee ex
pects the EPA to act expeditiously to 
complete the work already begun and 
to determine once and for all the true 
health consequences for area resi
dents. 

Mr. GARN. I thank the Senator 
from Ohio. I understand the severity 
of the situation as you described. I 
assure you that it is the committee's 

intent that EPA fully and promptly 
meet its statutory commitments to the 
residents of communities like those 
you described in Ashtabula County. 

Mr. President, I ask unanimous con
sent that a status report for Ohio dele
gation on Laskin Poplar and Kraus
Webb sites be printed in the RECORD. 

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

STATUS REPORT FOR OHIO DELEGATION ON 
LASKIN POPLAR AND KRAUS-WEBB SITES 

Laskin/Poplar, Jefferson, Ohio, EPA has 
obligated $1.165 million for surface cleanup 
work at Laskin/Poplar. 

Contractors began work at the Site on 
July 7. 1982. 

To date, all contaminated oil <about 
300,000 gallons) has been removed from the 
site and incinerated in El Dorado, Arkansas. 

Other removal work underway involves re
moval solidification disposal of sludge from 
Ponds 18 and 20; transfer of contaminated 
soils from Pond 18 to tank 4, capping of 
Tank 4 and Pond 18; stabilization of north 
wall of Pond 20; and covering Tank 3. These 
actions will be taken as far as remaining fi
nances allow. Any remaining work will be 
undertaken as part of remedial response. 
<The site is listed on the Expanded Eligibil
ity List). 

About 4 weeks of work remains in the cur
rent cleanup contract. 

Kraus-Webb-EPA currently has initiated 
action at only one site in Rock Creek, Ohio, 
the Old Mill site. The site was once owned 
by a Mr. Webb. We are aware that another 
site owned by Mr. Kraus is of concern to 
local residents, but has not been designated 
for action under Superfund. The status of 
the Old Mill site is as follows: 

EPA has obligated $50,000 for a removal 
action at Old Mill. 

To date, approximately 500 of 1,200 drums 
have been removed by generators. 

Remaining drums have been sampled and 
analyzed. 

On September 21, 1982, the OSC required 
an additional $106,000 to complete the drum 
removal. This request is under consideration 
in EPA. 

Mr. GARN. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. Will 
the Senator state on whose time the 
quorum call will be charged? 

Mr. GARN. Mr. President, I ask 
unanimous consent that the time be 
charged equally to both sides. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The clerk will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 
Mr. ARMSTRONG. Mr. President, I 

ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

UP AMENDMENT NO. 1283 

(Purpose: Expressing the sense of the 
Senate with respect to human rights viola
tions in connection with the construction 
of the trans-Siberian pipeline> 

Mr. ARMSTRONG. Mr. President, I 
send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from Colorado <Mr. ARK
STRONG) proposes an unprinted amendment 
numbered 1283. 

Mr. ARMSTRONG. Mr. President, I 
ask unanimous consent that further 
reading of the amendment be dis
pensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place insert the follow

ing: 
The Senate finds-
< 1) the Soviet union is proceeding with its 

plan to build the trans-Siberian pipeline, 
known as the Yamal Pipeline; 

<2> there is Senate testimony that massive 
use of forced labor may be used by the 
Soviet Union to complete its construction; 

<3> there are first-hand dissident reports 
that there are four to seventeen million 
Soviet citizens now being held in some 2,000 
work camps in the Soviet Union and that 
there are persistent published reports of 
agreements to deport forcibly up to a half
million laborers from Vietnam to Soviet 
Union concentration camps in direct viola
tion of international agreements; 

<4> the Vietnamese Government under the 
1973 Paris Peace Agreements which were 
signed by former Secretary of State Rogers 
and North Vietnamese Foreign Minister 
Nguyen Duy Trinh guaranteed freedom of 
residence and freedom of work; 

<5> there is concern that political prison
ers from Poland and other Soviet satellite 
countries may also be forced to work on the 
Yamal Pipeline; 

<6> there have been estimates by Soviet 
dissidents of enormous loss of lives of work
ers forced to do the heavy, dirty, dangerous 
work in Soviet labor camps under sub
human conditions; 

<7> if allegations of forced labor prove to 
be true, the participation of the West in fur
nishing either technology or financing to 
make the construction of the pipeline possi
ble is tantamount to unwitting collaboration 
by the West in one of the most massive 
abuses of human rights in history; 

(8) the United States stands, as it has 
always stood, in the forefront of the strug
gle for freedom and dignity of every human 
being: 

Now, therefore, it is the sense of the 
Senate that-

(1 > the Secretary of State should-
<A> investigate the extent to which forced 

labor will be employed and human rights 
violated in the construction of the trans-Si
berian pipeline and to cooperate with other 
Western nations which also seek to investi
gate such violations; and 

<B> report back to the Congress within 30 
days with his preliminary findings and with 
a final report by January 1, 1983; 

<2> the heads of the appropriate Federal 
agencies should take the steps necessary to 
assure that the United States is abiding by 
existing treaties respecting the importation 
of goods produced with slave labor. 

The PRESIDING OFFICER. With
out objection, the amendment will be 
in order. 

Mr. ARMSTRONG. Mr. President, 
the amendment which I have sent to 
the desk calls on the State Depart-
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ment to investigate the extensive 
charges that forced laborers and many 
political prisoners are being kept in 
some 2,000 camps across the Soviet 
Union to work on the trans-Siberian 
Yamal gas pipeline, and other similar 
projects within the U.S.S.R. 

My proposal also calls for an investi
gation of the charges that some 
500,000 Vietnamese workers are being 
forced to relocate over the next 5 
years to the Soviet Union. 

This amendment and the profound 
questions which it raises are an appeal 
to the conscience of America and the 
world. 

During the last year, there have 
been persistent reports in such publi
cations as the London Economist, the 
Wall Street Journal, and others, that 
workers, living in subzero tempera
tures and under unclean and inhu
mane conditions, are expected to, in 
the future, provide much of the un
skilled labor, land clearing, equipment 
moving, and so on, that is needed to 
build projects such as the 3,600-mile, 
$10 to $14 billion Siberia to West Ger
many pipeline. 

Mr. President, any nation consider
ing or willing to participate in such a 
Soviet venture should favor a thor
ough investigation of these charges. If 
true, they raise the question of wheth
er or not agreement to participate in 
one way or another in the pipeline 
project makes such a nation an accom
plice in a massive violation of human 
rights. 

Mr. President, on June 18, the 
Senate Banking Subcommittee on 
International Finance held a special 
oversight hearing on the proposed 
trans-Siberian natural . gas pipeline. 
The hearings were the first official re
sponse by any government body 
within the Western Alliance to the 
grave charges that the pipline is being 
built with what can only be accurately 
described as slave labor. 

The subcommittee heard from four 
witnesses whose testimony I have 
briefly summarized and would like to 
insert into the RECORD at this point. 
This was the testimony of Mikhail Ma
karenko, who served more than 11 
years in Soviet labor camps; of Le Thi 
Ahn of the Vietnamese Information 
Bureau, and Mr. Doan Van Toia, 
author of the book the Vietnamese 
Gulag, and of the former Polish Am
bassador to Japan, Mr. Zdislaw 
Rurarz, who defected from his country 
at the time martial law was imposed 
under threat of the Soviet Union. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD a 
brief summary of the testimony which 
they presented. 

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

Mikhail Makarenko, who served more 
than 11 years in Soviet labor camps, mostly 
between 1970 and 1978, and who testified on 

. 

conditions in the camps today. He presented 
oral, written and documentary film testimo
ny that four to 17 million men, women and 
children-arrested mostly for political of
fenses-are now engaged in forced labor in 
the Soviet Union. Mr. Makarenko testified 
that between 500,000-600,000 prisoners die 
every year in projects like the Yamal pipe
line from starvation, severe cold, disease and 
hazardous working conditions. Mr. Makar
enko said the nutrition provided for these 
"hard labor" prisoners is often lower than 
half the amount received by prisoners in the 
Nazi death camps of Auschwitz and Buchen
wald. 

Ms. Le Thi Ahn of the Vietnamese Infor
mation Bureau and Mr. Doan Van Toai, 
author of the "Vietnamese Gulag," told the 
subcommittee that an estimated 500,000 Vi
etnamese are being sent from so-called "re
education camps" in Vietnam to do forced 
labor in the Soviet Union under agreements 
between the Soviet and Vietnamese regimes. 
Mr. Toai, a former official of the National 
Liberation Front, was imprisoned by the 
North Vietnamese when he refused to go 
along with their Stalinist policies after the 
fall of South Vietnam. Following his release 
from prison, he wrote his book outlining the 
result of an arrangement of sending forced 
labor to the Soviet Union in payment for 
Vietnam's war debt to the Soviets. Ms. Anh 
presented letters from relatives of Vietnam
ese now held in Soviet labor camps. She 
brings with her today an actual letter from 
one of the internees, which she obtained 
through Vietnamese sources in a third coun
try. According to Ms. Ahn and Mr. Toai, 
many of these prisoners are political refu
gees-the tragic "boat people" of Vietnam 
who were picked up at sea by Soviet naval 
and merchant ships and routinely interned 
in the Soviet Union. We will have more to 
say on this subject later this morning. 

Our last witness, was Mr. Zdislaw Rurarz, 
the former Polish ambassador to Japan. He 
is an internationally known economist
holder of a Ph. D. and two post doctoral de
grees from the Central School for Planning 
and Statistics in Warsaw. Prior to assuming 
his ambassadorial post, he served as eco
nomic advisor to the Chief of the Polish 
Communist Party, as Poland's permanent 
representative to the general agreement on 
tariff and trade negotiations, and as the eco
nomic attache to the Polish Embassy here 
in Washington. 

Dr. Rurarz testified as an economist and 
as a former high Communist official that 
the Yamal pipeline must-like all major 
construction projects undertaken in the 
Soviet Union-necessarily be built with con
script labor. Dr. Rurarz cited economic evi
dence strongly suggesting that without the 
additional billions of dollars in hard curren
cy which the Soviets expected to earn from 
the pipeline deal, the entire Soviet system
including its network of concentration 
camps-could be paralyzed. 

Mr. ARMSTRONG. Mr. President, 
since the June 18 hearings, a number 
of significant developments have oc
cured. Just a few hours after the 
Senate hearing, President Reagan an
nounced imposition of his long-consid
ered sanctions against the pipeline 
project. In the weeks following that 
announcement, a number of European 
leaders criticized the Reagan sanctions 
and announced their intention to go 
forward, notwithstanding, and to do so 
in part with financing of the pipeline 
at interest rates as low as 7.5 percent. 

Following that, the International 
Sakharov Committee appealed to 
French and German leaders, according 
to a UPI wire report, to investigate the 
use of forced labor on the Yamal pipe
line. The committee stated that a 
number cf well-known Soviet dissi
dents have been arrested and sent to 
Siberia for forced labor on the pipe
line. 

I note with consternation the re
sponse of members of the European 
Common Market. It is ironic that the 
very countries so persecuted and en
slaved in World Wars I a.nd II look the 
other way from similar human rights 
abuse aspects of an otherwise lucrative 
business deal. Surely the atrocities of 
the 1930's and 1940's will not be for
gotten in a moment of financial temp
tation. 

It is to this mounting evidence of 
continuing and widespread disregard 
for the Helsinki human rights accords 
by the Soviet authorities that the 
amendment I have proposed addresses 
itself. I trust that, finally, overdue at
tention and support will come also 
from officials of Western European 
governments. 

I have received, obtained partly 
through the assistance of the Viet
namese Information Bureau, from 
sources which I cannot fully disclose, a 
letter written by a Vietnamese prison
er now working in the Soviet Union. 
To protect the author of this account 
of a day in the life of modem Soviet 
political prisoners from certain repris
al or execution, the name of the indi
vidual and the exact location where he 
is presently working will be withheld. 

I should like to have printed in the 
RECORD at this point a translation of 
his letter which was prepared by the 
Library of Congress. It gives what we 
believe to be an accurate and indeed a 
highly moving account of the working 
conditions and the condition of near
slavery in which he and many thou
sands of others find themselves. I do 
ask unanimous consent to have print
ed the text of that letter at this point 
in the RECORD. 

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

. . . It is already two months since I last 
heard from my family in Vietnam-! do not 
know what the future has in store for me in 
this place. . . . Here I speak a "pidgin" 
Russian, because I learn it in the workplace, 
moreover, I am being tightly controlled, all 
around me are the bo dor, the North Viet
namese soldiers. The unit is composed 
mostly of northerners, there are not much 
contacts. Everything has to go through the 
cadres. That's the rule. . . . I am resigned to 
this fate for a few years <three to five 
years> .... The pay is very low, and living 
conditions in this infamous area are very 
cruel, very harsh. I can summarize it in one 
sentence: my life here is several times 
poorer and harsher than in Vietnam. Add to 
this, homesickness, cut off from 
friends. . . . I take it for granted that my 
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life is finished. . . . The life of exiles like 
you and me, what does the future have in 
store for us, and for our country? The more 
I think about it, the more I see it clouded in 
uncertainty and difficulties. . . . I sure 
think about some way to get out of 
here ... I have considered a lot of routes, 
running from one place to another. . . . I 
feel even more that our life is like that of 
wandering animals, drifting in sadness, de
spair and worries ... . I am extremely disil
lusioned by the word socialism! .. . Can you 
spare some money? Can you send me a few 
clothes? I tell you truly, I have just two sets 
of clothes and two pairs of shoes and one 
woolen sweater and one nylon coat and one 
fur hat. Just that to get me through the 
winter .... 

Mr. ARMSTRONG. Mr. President, I 
would not ask my colleagues to accept, 
on the basis of a single letter or single 
news account, the issue of human 
rights violation, nor would I propose 
the resolution which I have offered 
this morning if it were based on just a 
narrow spectrum of evidence. On the 
contrary, this issue has been raised 
over and over again during the past 12 
months by publications in Asia, in 
Europe, and the United States, by 
Parade magazine and the Sunday sup
plements, by the London Economist, 
by the New York Times, the Wall 
Street Journal, by wire stories pub
lished here and overseas, in Asia and 
in Europe, as well as in this country. 

Mr. President, I think for the United 
States to stand by idly and quietly 
when a human rights violation of this 
dimension appears to be occurring 
would be a great stain upon our honor. 
It is my hope and belief that the De
partment of State will respond quickly 
to the request of the Senate, which is 
embodied in my proposed amendment, 
and will give us a report in which the 
extent of this human rights violation 
is quantified and documented. It is 
also my hope that, upon receipt of the 
report which I expect the Department 
of State to file, other nations will 
begin also to reexamine their responsi
bilities, particularly those who, in one 
way or another, are cooperating in the 
construction of this pipeline project. 

Mr. President, in the spring of 1944, 
two prisoners came out of Auschwitz 
and documented the horror of the ex
periences that they had in the death 
camp. The question they put to the 
conscience of Western nations was 
this: Where have you been all this 
time? Where have you been all these 
years while these camps were con
structed, while millions of people were 
transported across Europe to these 
camps, while people were being put to 
death, day after day? Why have you 
looked the other way? Why have you 
done nothing about it? Why have you 
kept this a secret? 

Mr. President, I believe we know 
more today about what is going on in 
the Soviet Union than was widely 
known even in the late 1930's and 
early 1940's about Hitler's activities in 
Auschwitz and the other camps, his in-

tentions toward the people of Europe, 
especially Eastern Europe. We must 
not turn our back on this. The propos
al which I have offered to the Senate 
this morning simply puts us on record 
that we are concerned about this 
matter. It does not propose any dispos
itive action. It says we are conscious of 
the press accounts, we are conscious of 
the charges. We hear the cries of 
those who are imprisoned and we are 
asking our Department of State to 
give us a definitive report so we may 
then consider the appropriate action 
to take. 

Mr. President, I ask for the yeas and 
nays. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
Mr. QUAYLE. Mr. President, the 

evidence of massive human rights vio
lations by the Soviet Union in the con
struction of the Yamal natural gas 
pipeline is mounting with each new 
report from sources across the world. 
An investigation of the callous and in
human actions of the Soviets is most 
timely. Thus, I am pleased to be a co
sponsor of Senator ARMSTRONG's 
amendment to H.R. 6956, HUD appro
priations for 1983. The Senator from 
Colorado is to be commended for his 
efforts to bring this tragic human 
rights violation to the attention of the 
Senate. It is a tragedy and a crime of 
such proportions that it must be 
brought to the attention of the inter
national community as well. 

The evidence which has accumulat
ed is overwhelming. Even though 
much of it is circumstantial, the 
volume of the evidence is too massive 
to be ignored. The use of slave labor 
by the Soviet Union is appalling in its 
callous disregard of all standards of 
humanity and fundamental human 
rights. 

Although estimates on the number 
of Soviet concentration camp inmates 
to be used varies from the tens of 
thousands to the hundreds of thou
sands, I hope that no one in this coun
try or in the international community 
will allow a debate on the numbers to 
distract us from the horrible reality. I 
hope I never hear anyone talking 
about "only" 10,000 slaves. The evi
dence strongly indicates that 100,000 
Soviet prisoners and up to 500,000 Vi
etnamese will be forced to work on the 
pipeline, along with unknown numbers 
from other countries. 

The free world can not allow its in
credulity at the possibility of mon
strous crimes against humanity stand 
in the way of getting all available in
formation before the community of 
nations. Those who heard the rumors 
of the death camps in Nazi Germany 
refused to believe that any nation was 
capable of such crimes. But we have 
only to look back to Stalin's concen
tration camps in Siberia in the 1930's 

and more recent Soviet actions in 
Hungary, Poland, and Afghanistan to 
know the inhumanity of that Commu
nist dictatorship. 

Thus, in strongly supporting this 
amendment, I urge the State Depart
ment to be dilegent and vigorous in its 
investigation of the human rights vio
lations in the construction of the 
trans-Siberian pipeline. 

While the human rights tragedy of 
the pipeline provides a strong reason 
for the free world to refuse to cooper
ate with the Soviet Union in its con
struction of the pipeline, there are 
other reasons which go to the funda
mental issues of the basis for East
West trade. 

During a visit I made in July to five 
European capitals, it was evident to 
me that there was great confusion in 
our own Government about why the 
President has imposed sanctions 
against foreign licensees who are man
ufacturing U.S. equipment to be sold 
to the Soviet Union for the construc
tion of the pipeline. Since then, the 
administration has focused on Polish 
repression as the reason. While every 
freedom-loving person deplores the sit
uation in Poland, our allies fail to see 
Poland as the reason for the pipeline 
sanctions. 

Consider their thinking. Our Euro
pean allies know that the initial deci
sion in December 1981 to impose sanc
tions on U.S. companies was tied to 
the imposition of martial law in 
Poland. Yet they also know that noth
ing new had happened in Poland to 
trigger the added sanctions in June. 
Since they questioned our linking the 
sanctions to Poland from the begin
ning, the June decision served only to 
further erode their confidence in U.S. 
credibility and consistency. 

During my trip I was asked several 
revealing questions: If Lech Walesa 
and the other Solidarity leaders were 
set free and permitted to resume their 
activities, would the President lift the 
sanctions and support the Soviets in 
the pipeline project? If the repression 
is later imposed, what then? These 
questions, of course, raise the more 
basic question of what the administra
tion's policy on East-West trade really 
is. 

I want to again make my position 
clear. I support the President's deci
sion to impose the sanctions. But I be
lieve the reasoning which has been put 
forward publicly is faulty and confus
ing. The case for the embargo should 
not have been built on the Polish 
issue. It should have been based on 
the premise that we are absolutely op
posed to subsidized trade with the 
East. 

Prior to and at the Versailles 
Summit, we tried to get our allies to 
agree to eliminate subsidized credits in 
East-West trade. Unfortunately, all we 
got was fuzzy language about exercis-
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ing "commerical prudence" which was 
quickly repudiated by our French and 
German allies. 

We should all understand the kind 
of subsidies I am describing-credits 
which make no sense at all. The typi
cal loans involved in the pipeline deal 
and guaranteed by Western govern
ments are at 7.8 percent interest. This 
is substantially below commercial 
lending rates and the very reasonable 
12.5 percent rate proposed by Presi
dent Reagan at the summit. 

Credits at these rates are nothing 
less than those given in a foreign aid 
setting to developing Third World 
countries. And why should we or our 
allies be subsidizing a faltering Soviet 
economy so they can divert the re
sources they would otherwise require 
for the pipeline into their continuing 
military buildup. 

As an advocate of free trade, I have 
no objection to "cash-on-the-barrel
head" deals, as is the case with our 
grain sales. Similarly I have no objec
tion to deals involving unsubsidized 
credits at prevailing commercial rates. 
But I strongly object to the highly fa
vorable credits which our European 
allies seem so willing to provide the 
Eastern bloc. 

Although there has already been 
some amelioration of the very tough 
initial response to Dresser France 
when they shipped embargoed equip
ment to the Soviet Union, I believe we 
should insist that our European allies 
eliminate subsidization of credits on 
all future sales to the East. I also be
lieve strongly that we must work with 
all our Western allies to insure strict 
adherence and enforcement of the 
CoCom restrictions on exports of 
high-technology goods to the East. 
Agreement on these two points would 
bring the Western alliance very close 
to a consensus on our trade policy 
with the East. It could also serve as a 
much needed salve to angry and 
bruised feelings across the Atlantic 
over the pipeline issue. 

I encourage President Reagan to use 
his excellent leadership ability to take 
us off the collision course we are on 
with our allies and to set a course of 
East-West trade policy that will have 
allied support. I also encourage our 
State Department to get the facts and 
make them known to the world about 
the callous use of slave labor by the 
Soviets on the pipeline. 

Mr. HOLLINGS. Mr. President, it 
would be easier to let it pass, but 
common sense and sobriety require my 
vote against the amendment. The 
United States is in deep economic 
trouble at home and has more than it 
can say grace over abroad. To have 
now the Secretary of State investigate 
forced labor in the Soviet union is 
nonsense. 

We do not want to reflect upon and 
certainly not praise the Soviet system. 
But anyone, whether or not they have 

read "The Gulag Archipelago," should 
long since have known about Soviet 
concentration camps and labor prac
tices. 

If the Congress now wishes to inject 
itself on the pipeline question, it could 
do so on the economic question but 
certainly not on the Soviet system or 
labor practices. If it is fear of adulter
ating our technology or financing 
forced labor, then let us make sure 
that our food is pure and cut off grain 
sales-or all trade. That is ridiculous. 

I disagree with the President's pipe
line decision as being unattainable 
with our allies. We should leave this 
mistaken decision alone and allow the 
President to get out of it quietly. 

I disagree with those who agree with 
the Reagan pipeline decision and now 
want to bolster it by investigating 
human rights in Russia. We should get 
to the pressing business before the 
Congress and do something about the 
economy and stop playing games with 
a Soviet system of which none of us 
approve. 

To be specific, what does the Con
gress expect of the Secretary of State? 
I hope after his investigation that he 
is not stupied enough to come and 
report that there is no forced labor in 
Russia. And I hope he is not stupid 
enough to come and report that there 
is. 

The PRESIDING OFFICER. The 
Senator from Utah is recognized. 

Mr. GARN. Mr. President, the Sena
tor from Colorado is asking for a roll
call vote so the Senate may make a 
judgment on this matter. I agree with 
the resolution and shall vote for it 
since it calls for an investigation and 
nothing else. Our colleagues should be 
aware of that. It is not an expenditure 
of money or setting up a new program. 
It simply requires the Secretary of 
State to conduct an investigation into 
a very critical problem. 

Mr. HUDDLESTON. Mr. President, 
I am certainly against slave labor; I 
see no reason to oppose the amend
ment by the Senator from Colorado. 
For the reasons indicated by the Sena
tor from Utah, we will also accept it. 

The PRESIDING OFFICER. Has all 
time been yielded back? 

Mr. ARMSTRONG. Mr. President, I 
yield back my time. 

Mr. GARN. We yield back our time. 
The PRESIDING OFFICER. All 

time having been yielded back, the 
question is on agreeing to the amend
ment. The yeas and nays have been or
dered. The clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Missouri <Mr. DAN
FORTH), the Senator from California 
<Mr. IIAYAKAWA), the Senator from 
Maryland <Mr. MATHIAS), the Senator 
from South Dakota <Mr. PREssLER), 
the Senator from Delaware <Mr. 
RoTH), the Senator from Wyoming 

<Mr. SIMPSON), the Senator from 
Idaho <Mr. SYMMs), and the Senator 
from Wyoming <Mr. WALLOP) are nec
essarily absent. 

I further announce that, if present 
and voting, the the Senator from 
Idaho <Mr. SYMllols), and the Senator 
from Wyoming <Mr. SIMPSON) would 
each vote "yea". 

Mr. CRANSTON, I announce that 
the Senator from Texas <Mr. BENT
SEN), the Senator from Nevada <Mr. 
CANNON), the Senator from Arizona 
(Mr. DECONCINI), the Senator from Il
linois <Mr. DIXON), the Senator from 
Connecticut <Mr. DoDD), the Senator 
from Nebraska <Mr. ExoN), the Sena
tor from Massachusetts <Mr. KENNE
DY), the Senator from Hawaii <Mr. 
MATSUNAGA), the Senator from Mon
tana <Mr. MELcHER), the Senator from 
Tennessee <Mr. SASSER), and the Sena
tor from Mississippi <Mr. STENNIS) are 
necessarily absent. 

I further announce that, if present 
and voting, the Senator from Nevada 
<Mr. CANNON), and the Senator from 
Illinois <Mr. DIXON) would each vote 
"yea." 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham
ber wishing to vote? 

The result was announced-yeas 80, 
nays 1, as follows: 

[Rollcall Vote No. 355 Leg.] 
YEAS-80 

Abdnor 
Andrews 
Armstrong 
Baker 
Baucus 
Biden 
Boren 
Boschwitz 
Bradley 
Brady 
Bumpers 
Burdick 
Byrd, 

Harry F., Jr. 
Byrd, Robert C. 
Chafee 
Chiles 
Cochran 
Cohen 
Cranston 
D'Amato 
Denton 
Dole 
Domenici 
Duren berger 
Eagleton 
East 

Ford 
Gam 
Glenn 
Goldwater 
Gorton 
Grassley 
Hart 
Hatch 
Hatfield 
Hawkins 
Heflin 
Heinz 
Helms 
Huddleston 
Humphrey 
Inouye 
Jackson 
Jepsen 
Johnston 
Kassebaum 
Kasten 
Laxalt 
Leahy 
Levin 
Long 
Lugar 
Mattingly 

NAYS-1 
Hollings 

McClure 
Metzenbaum 
Mitchell 
Moynihan 
Murkowski 
Nickles 
Nunn 
Packwood 
Pell 
Percy 
Proxmire 
Pryor 
Quayle 
Randolph 
Riegle 
Rudman 
Sarbanes 
Schmitt 
Specter 
Stafford 
Stevens 
Thurmond 
Tower 
Tsongas 
Warner 
Welcker 
ZOrinsky 

NOT VOTING-19 
Bentsen 
Cannon 
Danforth 
DeConclni 
Dixon 
Dodd 
Ex on 

Hayakawa 
Kennedy 
Mathias 
Matsunaga 
Melcher 
Pressler 
Roth 

Sasser 
Simpson 
Stennis 
Symms 
Wallop 

So the amendment <UP No. 1283) 
was agreed to. 

Mr. ARMSTRONG. Mr. President, I 
move to reconsider the vote by which 
the amendment was agreed to. 

Mr. GARN. Mr. President, I move to 
lay that motion on the table. 
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The motion to lay on the table was 

agreed to. 
Mr. ARMSTRONG. Mr. President, I 

ask unanimous consent that the fol
lowing Senators be added as cospon
sors of the amendment just adopted: 
Senators SYMMS, SPECTER, HAWKINS, 
QUAYLE, GARN, JEPSEN, GRASSLEY, 
WARNER, RUDMAN, and ABDNOR. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

COMliiT'l'EE AMENDMENT NO. 57 

The PRESIDING OFFICER. The 
question recurs on committee amend
ment No. 57. 

Mr. BOSCHWITZ. Mr. President, I 
rise to state my opposition to this 
amendment on the Veterans' Adminis
tration appropriations, in view of the 
fact that funding for the veterans hos
pital in Minnestoa has been eliminated 
from it. 

I have been a strong supporter of 
constructing a replacement veterans 
hospital in Minneapolis since coming 
to the Senate in 1978. I have heard the 
Veterans' Administration call the Min
neapolis replacement hospital their 
No. 1 priority, only to have the new 
Veterans Administrator Robert 
Nimmo question the need for a new fa
cility. 

I have observed Mr. Nimmo reverse 
his position after a study was done 
showing quite clearly the Minneapolis 
hospital does have to be replaced. 

Mr. President, veterans in my State 
have waited patiently for many years. 
Veterans in Iowa and Wisconsin wait 
with them. Meanwhile, the current fa
cility becomes more and more obso
lete. Constructed in 1928, the hospital 
is older than most of the patients it 
serves. It is antiquated to the degree 
that it does not even comply with local 
fire and safety codes. Forty or more 
patients share a bathroom on some 
floors; standard hospital beds must be 
dismantled to fit through doorways. It 
remains in operation only because the 
replacement facility is being planned. 
It is a hospital that should be re
placed. 

Mr. President, we are all aware of 
how the veterans medical system 
works. We know patients are admitted 
to veterans hospitals in order of priori
ty on a space-available basis: First, 
service-connected veterans; second, 
vets over age 65; third, former PO\Y's; 
fourth, nonservice connected veterans. 
The Minneapolis hospital now has 55 
percent of its patients over the age of 
65, and with the World War II veter
ans aging, the over 65 population will 
jump 40 percent in the next decade. 
These veterans will need quality care 
and the older veterans will need qual
ity nursing home care. The new hospi
tal includes 120 nursing home beds, 
the current facility has none. We must 
also understand that the availability 
of beds in local hospitals is irrelevant, 
because veterans can only use their 
health care benefits at veterans hospi-

tals. Unfortunately, most people do 
not understand this. They argue 
against new VA hospitals where local 
beds go unused. However, the veterans 
medical care system is separate and 
will remain that way. Therefore, it is 
essential that the new Minneapolis 
hospital be constructed soon. 

In 1979 the new Minneapolis hospi
tal headed the VA replacement list. In 
1982 it still heads the list. The Minne
sota delegation, with perhaps one ex
ception, has fought hard for this hos
pital. It is important to our veterans 
and important to our medical commu
nity. When teamed up with the Uni
versity of Minnesota hospitals and the 
Mayo Clinic, these three medical cen
ters have set high patient care andre
search standards. A new facility could 
only improve these standards. 

Mr. President, I thought Minnesota 
had the funding in 1981, but Mr. 
Nimmo decided to begin a revalidation 
process. Now in 1982 Albuquerque, N. 
Mex. has jumped ahead of Minneapo
lis and will receive 1983 construction 
funding. 

Frankly, Mr. President, the veterans 
of Minnesota are worried. They are 
worried because they know how hard 
Senator DURENBERGER and I have 
fought for the hospital, and they 
know how hard most of the Congress
man have fought. They are beginning 
to wonder if this hospital will ever be 
built. They read the newspapers, listen 
to local officials who tell them if they 
do not get the hospital in 1983, they 
probably never will. If I were a Minne
sota veteran, I think I would wonder 
too. 

The Senate has an opportunity 
today to calm these veterans' fears. I 
support the new hospital. Senator 
DURENBERGER supports the new hospi
tal. We want the project funded as 
early as possible-but we also want as
surance. I respect the views of my 
friends and colleagues Senators GARN 
and SIMPSON, who believe we should 
not fund this project until 1984. But 
they have not waited as long or 
worked as hard as I, and I must con
fess I have become impatient. 

I think Minnesota veterans want, as 
I do, to know when this project will be 
funded and when construction can 
begin. 

Mr. President, if I can have this 
question answered I may be persuaded 
to remove my objections to the com
mittee's amendments. 

Thank you, Mr. President. 
The PRESIDING OFFICER <Mr. 

RUDMAN). The Senator from Utah is 
recognized. 

Mr. GARN. Mr. President, I report 
to the distinguished Senator from 
Minnesota that the House of Repre
sentatives transferred $260 million to 
fund this hospital from the VA com
pensation and pension account. It has 
·not been authorized on the Senate 
side. 

I do believe that it is improper to 
fund this hospital out of the compen
sation and pension account. 

It has been reported to me that the 
hospital will be included in the 1984 
budget and it is a priority that could 
be funded at that time. 

I am sympathetic with the problems 
of the Senator, but the procedure that 
has been used in the House of Repre- ' 
sentatives is unacceptable to me, and I 
report to him that I shall make every 
effort to see that the hospital is in
cluded in next year's budget. 

Mr. BOSCHWITZ. Mr. President, if 
the Senator will yield, I thank the 
Senator from Utah for his statement 
and indeed I accept that. 

I understand that the transfer of 
funds in the House of Representatives 
was enabled, by transferring it from 
another account, from the veterans' 
compensation account. Am I correct in 
that? 

Mr. GARN. Yes, the funds were 
transferred from the compensation 
and pension account. 

Mr. BOSCHWITZ. I see the veter
ans, disability account as well as com
pensation account? 

Mr. GARN. Yes. 
Mr. BOSCHWITZ. I agree with the 

Senator that this transfer of funds is 
inadvisable and is fooling the veteran. 

This came somewhat as a surprise, 
to be quite honest, because the Con
gressman who achieved the funding 
shift had been a longtime opponent of 
the hospital and suddenly, through 
switching moneys in accounts, he ac
commodated the building of the hospi
tal. 

I understand that it is a top priority 
of the Veterans' Administration. Is 
that also the Senator's understanding? 

Mr. GARN. It is a No. 1 priority. 
Mr. BOSCHWITZ. It is their No. 1 

priority, and my understanding is that 
we will be getting that hospital under
way in October 1983 and that the 
funding will be in order in a timely 
manner at that time. 

Mr. GARN. That is correct. 
Mr. BOSCHWITZ. I suppose that in 

the event we switched a quarter of a 
billion dollars from veterans compen
sation to construction we would then 
be looking a supplemental funding bill 
in the face somewhat later in the year, 
would we not? 

Mr. GARN. That is absolutely cor
rect. We would have to find the money 
someplace else in order to make up the 
reduction in the compensation-pension 
fund. 

Mr. BOSCHWITZ. And we could 
very likely jeopardize the pension and 
compensation of veterans disabled and 
retired. Is that correct? 

Mr. GARN. The Senator is correct, 
unless we are able to get a supplemen
tal to replace those funds. 

Mr. BOSCHWITZ. I think that 
rather than jeopardize the pensions 
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and also the disabled veterans. I with- on this bill to engage in this discus
draw my opposition to committee sion. I do have a few questions and I 
amendment No. 57. And look forward would appreciate your reply to them. 
to working with the Senator, and the I also have several questions I 
Veterans' Administration in obtaining should like to direct to the distin
funding for this hospital so it can go guished Senator from Utah, Senator 
forward in October 1983. GARN. 

I thank the Senator. This summer VA submitted to Con-
Mr. GARN. I thank the distin- gress a 1983-87 plan for construction 

guished Senator from Minnesota for with the Minneapolis Replacement 
his cooperation. Hospital heading the list. Does the 

Mr. DURENBERGER. Mr. Presi- Senator disagree with this listing as it 
dent since June of 1980, the Minne- regards the Minnesota hospital? 
apolis Replacement Hospital has Mr. GARN. It is true that in the pre
headed the list of VA construction liminary list submitted to Congress 
projects. A year ago, this committee this summer the Minneapolis replace
granted my request for $15 million in ment hospital does top the list. Since 
appropriations for site preparation, this hospital has been on the top of 
demolition, architectural drawings, the list on several occasions I have no 
and other initial work. While there reason to disagree with the listing. 
has been some occasional disagree- Mr. DURENBERGER. I understand 
ment over the optimal number of beds both of you have established a more 
for the facility, every study taken has precise criteria for consideration of 
reaffirmed the pressing need to re- construction needs. It is my under
place the current hospital facility. And standing you have already set the 
when the VA resubmitted its construe- Minnesota hospital against your crite
tion priority list this summer, the Min- ria, and the hospital passes your as
neapolis VA Hospital again headed the sessment. Is this correct? 
list. Mr. GARN. The criteria that the VA 

In 1980, Congress was initially in- uses has gone through several revi
formed that the Minnesota Replace- sions over the last few Congresses. I 
ment Hospital would be ready for con- am confident that the VA has thor
struction early in 1983. But the VA oughly discussed different criteria and 
has fallen behind in its schedule and · as this time believes the present 
we have now been informed that the system to be workable. As chairman of 
timetable target date for ground the subcommittee working with the 
breaking is October 1983, 1 month into VA, I find the justifications to be very 
the start of the 1984 fiscal year. I helpful and useful in the committee•s 
spoke personally this week with both legislative responsibilities. 
John Merck at OMB and John Sal- Mr. DURENBERGER. Given the 
mond, head of construction at the Vet- VA criteria and the preliminary priori
erans' Administration. Salmond, who ty listing, Senator GARN, what do you 
controls the assessment of the con- believe the status of our VA hospital 
struction priorities, reaffirmed his will be in the 1984 budget? 
commitment to the new hospital, and Mr. GARN. The Minneapolis re
confirmed the October 1983 date as placement hospital is the largest 
the earliest possible date for com- planned VA hospital in the Nation. 
mencing construction. Both Senator SIMPSON and myself as 

The dollars we have to spend on this well as our predecessors, Senator 
year's budget are scarce, and there are CRANSTON and Senator PROXMIRE have 
veterans in immediate need of Federal spent many hours listening to the VA 
assistance for health care, education, propose and justify each construction 
and pension funding. It is not my in- option. We are familiar with this proj
tention this afternoon to ask the com- ect. Historically, construction recom
mittee to take funds away from these mendations have been accepted by the 
immediate needs simply to have those committees and I pride myself on the 
funds sit in a treasury account for the close and cooperative working rela
next 13 months, waiting for construe- tionship my committee has with Mr. 
tion to begin. Nor will I ask the com- Nimmo, Mr. Salmond, Mr. Custis, etc. 
mittee to take funding out of veteran's If history be our guide, the Minneapo
pensions to place it into the construe- lis replacement hospital will receive a 
tion account, as they did in the House. favorable review and at this time I 
Veterans need funding for their pen- would predict it to be in the 1984 
sions and their hospitals. And I think budget. 
we have an obligation to insure both. Mr. DURENBERGER. The House 

My main concern, Mr. Chairman, is bill attempted to put funding into the 
insuring that the funding to building discretionary construction budget by 
this hospital will be there when the taking dollars away from the account 
ground breaking date arises next Octo- which funds veterans pensions com
ber. I want to make certain that the pensation. I do not think this is a 
Senate is committed to that project as sound policy, and it would be my hope 
we are in Minnesota. that the committee would recognize 

Senator BoscHWITZ and I are grate- both construction and pension prior
ful to both Senator SIMPSON and Sena- ities by considering this as a request 
tor GARN for taking time from debate for construction funding, and not a re-

quest to transfer funds from one cate
gory to another. I would appreciate 
Senator GARN's comments on his view 
of that procedure. 

Mr. GARN. Thank you Senator 
DURENBERGER for asking that question. 
I find it most disturbing when politi
cians maneuver money from one cate
gory of money to another in order to 
please constituents at home, when 
that transfer could threaten another 
program's solvency. The House agreed 
to a transfer of funds which takes 
money from the veterans programs 
that send monthly checks to veterans 
and their families. To deplete an enti
tlement fund, pensions and compensa
tion, by $260 million is unforgivable. 
Putting the VA hospital in the budget 
might bring a lot of votes from home 
but if the veteran knew he could have 
a new hospital but now there was no 
money to pay his pension or his dis-

. ability or the widow's pension, I think 
the veteran would say, "Keep your 
hospital." Especially in this case when 
the hospital will not be ready for 
ground breaking until Octobe1· 1983. It 
is not right to play with veterans secu
rity like that and I can guarantee that 
my committee will not allow such 
maneuverings to become law. 

<By request of Mr. GARN, the follow
ing statement was ordered to be print
ed in the RECORD.) 
e Mr. DURENBERGER. In the 5-year 
medical facility construction plan for 
fiscal year 1983 through 1987 submit
ted to the Congress by the VA in June 
of this year, the Minneapolis replace
ment hospital again heads the list of 
medical centers currently judged most 
in need of construction, replacement, 
or major modernization. Is there any 
disagreement with this listing of the 
Minnesota hospital? 

Mr. SIMPSON. Mr. President, as 
chairman of the Senate Veterans' M
fairs Committee, I am aware of none. 
The VA first made the decision to re
place this hospital in 1979, and in 
April of 1980, the staff of the Veter
ans' Mfairs Committee conducted an 
intensive review of the proposed Min
neapolis project. In each of the last 
three 5-year plans submitted by the 
VA-in June of 1980, June of 1981, and 
June of 1982-the Minneapolis project 
has been ranked No. 1 in the VA's pri
ority listing of the 10 medical centers 
judged most in need of construction, 
replacement, or major modernization. 
I am aware of no basis for disputing 
this assessment of the need for the 
Minneapolis replacement hospital, and 
certainly I personally have no dis
agreement with it. The current 20-
bullding complex at the Minneapolis 
Center was activated in 1927, and seri
ous deficiencies have been pinpoint
ed-both in terms of space and in 
terms of functional layout-in the am
bulatory care and outpatient clinics, 
most nursing bed wards, surgical 
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suites, the supply processing and dis
tribution area, and the dental, can
teen, laboratory, pharmacist, and di
etetics areas. 

Mr. DURENBERGER. It is my un
derstanding that Administrator 
Nimmo has undertaken this year a 
comprehensive review of the VA major 
construction program, that the Minne
apolis project was subject to this reval
idation process, and that the Minne
apolis project has now been deter
mined to be in compliance with there
validation criteria established by the 
Administrator. Is this correct? 

Mr. SIMPSON. The Senator is cor
rect. The Administrator announced his 
program review plan on February 19, 
1982, with respect to all VA construc
tion projects estimated to cost $2 mil
lion or more scheduled for fiscal year 
1984 and beyond. The Administrator's 
declared purpose was to develop a 
series of objective criteria to apply to 
all such projects, in order to insure 
that each project would be fully re
sponsive to veteran health-care needs, 
appropriately sized, scoped and locat
ed, and based on valid workload data 
and accurate space and functional cri
teria-to make sure, in other words, 
that the dollars spent on VA construc
tion would be spent wisely and on the 
best projects possible. Let me add, Mr. 
President, that I strongly support the 
Administrator in his efforts to re
examine and improve the VA major 
construction program. 

The revalidation process has now 
been completed with respect to the 
Minneapolis hospital, and the Admin
istrator has stated, in a letter of July 
22, 1982, to the distinguished ranking 
minority member of the Veterans' Af
fairs Committee, Senator CRANSTON, 
that-

The unanimous conclusion resulting from 
the revalidation process was that the Min
neapolis replacement proJect should pro
ceed as currently planned. 

The Administrator also stated that 
although he cannot be certain that 
the Minneapolis project will be includ
ed in the V A's fiscal year 1984 budget 
request, he anticipated that, to the 
extent that funds will be available for 
major hospital replacement, the Min
neapolis project will be "a strong can
didate for funding in fiscal year 1984.'' 

Mr. DURENBERGER. I thank the 
Senator for that information. I have 
just one final question for the good 
Senator from Wyoming. It is my un
derstanding that the Senate Veterans' 
Affairs Committee has not approved 
construction of the Minneapolis re
placement hospital, and that such ap
proval is required under section 
5004<a> of title 38 of the United States 
Code, before the construction money 
can be appropriated. As you prepare 
the 98th Congress committee agenda, 
are you scheduling a committee 
markup session to consider VA con-
struction proposals, and would this in-

elude the Minneapolis replacement 
hospital? 

Mr. SIMPSON. The committee has 
not yet scheduled such a markup, but 
I can state with certainty that one will 
indeed be scheduled, although the 
exact date will not be determined until 
after we have received the V A's con
struction proposals for fiscal year 
1984. At that markup, the committee 
will most certainly undertake consider
aton of the Minneapolis project if, as 
now appears likely, the project is 
ready for the construction phase and 
is included in the V A's request. As 
both of the good Senators from Min
nesota are aware, of course, Congress 
has already set aside $15 million for 
the Minneapolis project, to be used for 
purposes of design, demolition of ex
isting buildings, and other site prepa
ration work. This action was taken 
pursuant to the Veterans' Affairs 
Committee's approval of that $15 mil
lion for fiscal year 1981. But it is im
portant to point out that the reason 
that the construction phase of the 
Minneapolis project has been post
poned from fiscal year 1983 to fiscal 
year 1984 is that the design and site 
preparation phase is not yet complet
ed. The site preparation work is just 
now getting under-way, with the 
recent award of a 2.8 million contract 
for the demolition of four existing 
buildings and the construction of a 
temporary clinic building. This award, 
covering only phases I and II of the 
project, was announced by the VA on 
August 18, 1982. 

Thus, although the Minneapolis re
placement project is, according to the 
VA, on schedule and eligible for con
struction funding consideration for 
fiscal year 1984, it now appears that 
even if we were to appropriate the 
construction money today for fiscal 
year 1983, the VA would not be pre
pared to actually spend that money 
until, at the earliest, the start of fiscal 
year 1984. 

I do want to assure my fine col
leagues from Minnesota that, in light 
of the Veterans' Affairs Committee's 
existing commitment to this project, 
through its prior approval of the sum 
of $15 million for preliminary work, I 
would regard it as highly unlikely that 
a VA request for fiscal year 1984 con
struction funding for this very impor
tant and well justified hospital would 
be met with any disapproval by the 
committee. I do very much appreciate 
the Senators' strong concern about 
this No. 1 priority VA construction 
project, and their concern for the very 
compelling health-care needs of the 
hundreds of thousands of veterans in 
Minnesota and the surrounding States 
served by the Minneapolis VA Medical 
Center. 

Mr. DURENBERGER. I thank the 
very distinguished chairman of the 
Veterans' Affairs Conunittee for those 
assurances. I am indeed gratified to 

hear that the interests of the veterans 
of Minnesota are so well understood 
and represented by him, and that 
there are now no significant obstacles 
to the construction of the new Minne
apolis hospital.e 

Mr. GARN. I now move that the 
committee amendments previously de
leted be agreed to. 

The PRESIDING OFFICER. The 
question is on agreeing to the two ex
cepted committee amendments. 

The excepted committee amend
ments were agreed to as follows: 

On page 36, line 4, strike "$687,142,000", 
and insert "$409,392,000"; 

On page 36, line 5, strike "including'', 
through and including "pensions" on line 6. 

UP AMENDMENT NO. 12 84 

Mr. LEAHY. Mr. President, I ask the 
distinguished Senator from Utah 
whether this would be an appropriate 
time for me to send a noncontrover
sial, little old technical amendment to 
the desk. 

Mr. GARN. Yes. 
Mr. LEAHY. I send a little old tech

nical amendment to the desk and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report the amendment. 

The legislative clerk read as follows: 
The Senator from Vermont <Mr. LEAHY> 

proposes an unprinted amendment num
bered 1284. 

Mr. LEAHY. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
On page 17, delete all after the word 

"amended" through the end of line 4 and 
page 18 and insert the following in lieu 
thereof: "(42 U.S.C. 6913>: Provided further, 
That the funds provided in this Act shall be 
used to maintain a permanent, full-time 
equivalent utilization rate of at least 9,050, 
including positions funded under the Haz
ardous Substance Response Trust Fund. 
Provided further, That the Agency shall not 
institute a reduction in force or any other 
measure which results in a permanent, full
time equivalent workyear utilization rate of 
lower than 9,050." 

Mr. LEAHY. Mr. President, I can ex
plain very quickly. It is a technical 
amendment. I believe it was cleared by 
the chairman and the ranking 
member. It simply insures that there 
are no RIF's at EPA next year. I think 
it is important not only for our envi
ronmental laws, the enforcement of 
our environmental laws, but I am sure 
it is important for the sake of morale 
down there. 

I am ready to yield back all my time 
on the amendment and I ask for its 
passage, if that is all right with the 
chairman. 

Mr. GARN. Mr. President, the funds 
provided in this act shall be used to 
maintain a permanent, full-time equiv-
alent utilization rate of at least 9,050, 
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including positions funded under the 
hazardous substance response trust 
fund. The bill also provides that the 
agency shall not institute a reduction 
in force or any other measure which 
results in a permanent, full-time 
equivalent work-year utilization rate 
which is lower than 9,050. I am pre
pared to accept this amendment. 

Mr. LEAHY. I move the adoption of 
the amendment and I yield back all 
my time. 

The PRESIDING OFFICER <Mr. 
BoscHWITZ). The question is on agree
ing to the amendment of the Senator 
from Vermont. 

The amendment <UP No. 1284> was 
agreed to. 

Mr. LEAHY. Mr. President, I move 
to reconsider the vote by which the 
amendment was agreed to. 

Mr. GARN. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

UP AMENDMENT NO. 1285 

<Purpose: To delete language overriding the 
provisions of the Small Business Innova
tion Development Act <P.L. 97-219) as 
they pertain to NASA> 
Mr. RUDMAN. Mr. President, I send 

an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Hampshire <Mr. 

RUDMAN) proposes an unprinted amendment 
numbered 1285. 

Mr. RUDMAN. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
On page 26, line 3, strike all beginning 

with the",'' through the number "97-219" 
on line 5. 

Mr. RUDMAN. Mr. President, this is 
a very simple amendment, and I great
ly appreciate the cooperation of the 
Senator from Utah and his staff. 

Earlier this year, the Congress 
passed S. 881, the Small Business In
novation Development Act, which 
mandated a certain percentage of re
search dollars to be allocated under 
that program. 

This amendment would remove a 
specific reference to a reduction in 
that amount in the NASA budget. 

Although we will certainly agree and 
will introduce a colloquy in which I 
agree with the Senator from Utah 
that there could be some problems in 
the NASA budget in meeting the pha
sedin targets, certainly we have no in
tention of doing anything that would 
affect their program. They may take 
an additional year for the full phase
in, and I believe this amendment is 
satisfactory to the Senator from Utah. 

Mr. GARN. Mr. President, I have 
conferred with the Senator from New 

Hampshire on this and he is correct. 
We have been able to work out this 
matter, and I am willing to accept on 
behalf of the majority the amend
ment. 

Mr. RUDMAN. In studying the bill 
and the accompanying report, I see 
that the committee paid special atten
tion to the application of Public Law 
97-219, the Small Business Innovation 
Development Act, to the NASA pro
gram. I am pleased to see that the 
committee gave this program consider
ation and realize that NASA has 
voiced reservations concerning the 
possible effect of the program on its 
present R&D activities. However, as 
the original sponsor of the Small Busi
ness Innovation Development Act in 
the Senate, I believe that the concerns 
that are motivating the committee can 
be met without the necessity of pro
viding a specific limitation to the Ap
propriations Act and propose an 
amendment to that effect. 

Mr. GARN. I appreciate the advice 
of the Senator from New Hampshire, 
who is an authority on this new small 
business act and on the needs of the 
small business community. Our con
cern is that NASA is in a somewhat 
unique position because much of the 
NASA appropriation is committed to 
programs begun in earlier years, in
cluding the Space Shuttle, which is 
operated as a national system for vari
ous users. The committee feared that 
a redirection of funds from these con
tinuous programs without a sufficient 
transition period might have a delete
rious affect on NASA's overall R&D 
mission. It is for this reason that the 
limitation was originally placed in the 
bill. NASA has been a continual and 
enthusiastic supporter of small busi
ness research firms its inception and 
simply wanted to be sure that this new 
act did not disrupt either these ongo
ing programs and activities or its com
mitment to small business. 

Mr. RUDMAN. I know of NASA's 
support for the small business commu
nity and appreciate it. You may be in
terested to know that many predict 
that NASA's commitment to excel
lence and proven track record in the 
R&D field will insure a model small 
business innovation development pro
gram. During our consideration of the 
bill, we attempted to provide a reason
able transition period for all agencies, 
4 years in NASA's case. This period, 
admittedly a generalization to apply to 
all agencies, with the exception of 
DOD, which was provided with a 5-
year period, was Congress attempt to 
deal with the problem the committee 
has raised. I believe that the general 
provision should be given a chance to 
prove itself on an agencywide basis. 
However, to the extent that NASA has 
a problem unique unto itself for this 
upcoming fiscal year, I stand ready to 
work with the Senator from Utah and 
NASA to insure that there is no dele-

terious affect on the Agency's R&D 
activities caused by this first year of 
implementation of Public Law 97-219. 

Mr. GARN. I thank the gentleman. 
With that understanding, the concern 
of the Appropriations Committee is 
satisfied. Although the exact amount 
to be applied to Public Law 97-219 in 
fiscal year 1983 will depend on final 
appropriation figures, the explanation 
provided by the sponsor of Public Law 
97-219 renders the committee amend
ment unnecessary, and I gladly accept 
the amendment. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from New Hamp
shire. 

The amendment <UP No. 1285> was 
agreed to. 

Mr. GARN. Mr. President, I move to 
reconsider the vote by which the 
amendment was agreed to. 

Mr. RUDMAN. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

UP AMENDMENT NO. 1286 

Mr. MOYNIHAN. Mr. President, I 
send to the desk an unprinted amend
ment on behalf of myself, and Sena
tors HART, DODD, RIEGLE, BRADLEY, and 
DURENBERGER, and ask for its immedi
ate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New York <Mr. MoYNI

HAN) for himself and others proposes an un
printed amendment numbered 1286. 

Mr. MOYNIHAN. Mr. President, I 
ask unanimous consent that further 
reading of the amendment be dis
pensed with. 

The PRESIDING OFFICER <Mr. 
RUDMAN). Without objection, it is so 
ordered. 

The amendment is as follows: 
On page 18, line 7, strike out 

"$115,000,000" and insert in lieu thereof 
"$154,300,000". 

On page 19, line 12, strike out 
"$200,000,000" and insert in lieu thereof 
"$230,000,000". 

Mr. MOYNIHAN. Mr. President, I 
rise today to offer an amendment, 
along with my distinguished col
leagues from Colorado <Mr. HART), 
Michigan <Mr. RIEGLE), New Jersey 
(Mr. BRADLEY), Minnesota (Mr. DUREN
BERGER), and Connecticut (Mr. DODD), 
to restore $39.3 million to the U.S. En
vironmental Protection Agency's re
search and development program and 
$30 million to the Superfund program 
for fiscal year 1983. I would simply say 
that the need to restore these funds is 
clear and the request a modest one. To 
be convinced of the latter, our amend
ment needs only to be viewed in the 
context of a total appropriations bill 
that is some $8.9 billion below its 
Budget Committee allowance. As to 



25076 CONGRESSIONAL RECORD-SENATE September 24, 1982 
the former point, let me review the 
facts. 

Since fiscal year 1981 the U.S. EPA's 
research and development <R&D> pro
gram funds for research contracts, 
grants, and cooperative agreements 
have been cut by 50 percent. The bill 
<H.R. 6956) before the Senate today 
would provide only $115 million for 
the R&D program for fiscal year 1983. 
Our amendment would instead contin
ue funding the R&D program at the 
fiscal year 1982 level of $154.3 million. 
Funding was $254 million in fiscal year 
1981. 

I have said this before but let mere
state the proposition again. If it is 
your purpose not to address problems 
through government, you will put an 
end to attempts to measure them. 

In a July 1982 memo, the Congres
sional Budget Office reviewed the ef
fects of budget reductions on EPA's re
search and development program. The 
conclusion, "* • • research on environ
mental measurement projects in many 
areas will be dropped." This point can 
be illustrated by reviewing some spe
cific examples, as cited by CBO, of 
items not found in the administra
tion's budget request for the EPA 
R&D program for fiscal year 1983: 

Work in environmental indicators, a 
program designed to develop inexpen
sive methods for monitoring long-term 
trends in environmental quality. 

The National Air Pollutant Back
ground Network, a program that 
models regional air pollutant trans
port. 

Research on the long-term chronic 
toxicity of industrial effluents. 

The consequences of such budget re
ductions were made clear in a recent 
report prepared by one of the coun
try's oldest and most respected envi
ronmental conservation groups, the 
Conservation Foundation. In its "State 
of the Environment 1982," the Foun
dation concluded: 

Because of the budget cuts, the informa
tion base for environmental policy, always 
weak, is likely to be even weaker in the 
future. We will be less able to sort out im
portant problems from unimportant ones, 
less able to tell which environmental pro
grams are working effectively and which are 
not. Perhaps most important, the perennial 
dilemma of whether available information is 
sufficient to justify action will become more 
pervasive and difficult. 

Both the House and the Senate have 
already passed EPA research and de
velopment authorization bills <S. 2577 
and H.R. 6323) that provide for fiscal 
year 1983 funding to be maintained at 
or above the fiscal year 1982 level for 
research contracts, grants, and cooper
ative agreements. 

The Senate Committee on Environ
ment and Public Works and the House 
Committee on Science and Technology 
have made detailed recommendations 
on the need for continued and expand
ed research in a number of priority 
areas. These priorities include acceler-

ating risk assessment research on haz
ardous air pollutants, studies on the 
health effects of toxic pollutants, re
search on the effects of contaminants 
on underground drinking water sup
plies, environmental monitoring to 
gather the data necessary to support 
future standard setting, and ecological 
research on the effects of pollution on 
crops. The funds restored in our 
amendment would enable these and 
other priority research programs iden
tified by the authorizing committees 
to continue. 

Our amendment also provides for 
the President's fiscal year 1983 ,fund
ing request of $230 million for the Su
perfund program. This is $20 million 
below the level recommended by the 
Senate Environmental and Public 
Works Committee, but $30 million 
above what is in the Senate Appro
priations Committee bill. 

The Superfund law <Comprehensive 
Environmental Response, Compensa
tion, and Liability Act of 1980) created 
a $1.6 billion Federal trust fund to fi
nance the cleanup of abandoned or un
controlled hazardous waste sites and 
to respond to spills of hazardous sub
stances. There are an estimated 10,000 
abandoned or inactive hazardous 
waste dumpsites across the country. 

The Superfund law provides that 
where responsible parties cannot be 
identified or where a response cannot 
await years of litigation, Federal as
sistance for an immediate cleanup of a 
hazardous waste site or spill can be 
made without delay. EPA currently 
has an interim priority list of 160 sites 
that are eligible for Superfund assist
ance and an additional list of 400 pri
ority sites is being prepared. Further
more, EPA estimates that up to 2,000 
sites "could pose a major threat to the 
public health or environment and 
therefore require some cleanup and 
enforcement action." 

The major source of funding (seven
eighths of the total) for the Super
fund trust fund come from a dedicated 
tax on various chemicals and petrole
um. The revenues collected from the 
tax, which began on April 1, 1981, are 
held in the trust fund until such time 
as they are used for cleanup activities 
or other eligible Superfund expendi
tures. 

During fiscal year 1983 there will be 
$582 million available in the Super
fund trust fund to be appropriated. If 
not appropriated the money remains 
in the trust fund. It will not be avail
able to fund other programs. 

Under the circumstances it is un
justified to limit Superfund budget au
thority to $200 million. There are 
many sites in need of attention and 
there are adequate revenues available 
in the trust fund. It would be most 
unwise and unfair to lower expendi
tures for Superfund cleanup activities 
simply to offset deficits elsewhere in 
the budget. 

The priority that we assigned to 
cleaning up this Nation's hazardous 
waste sites when the Superfund law 
was enacted must not be forgotten. We 
have an obligation to those whose 
health and safety are threatened by 
the existence of abandoned or uncon
trolled hazardous waste sites. 

In conclusion, Mr. President, I would 
urge my colleagues to consider the 
case carefully. This amendment is 
most reasonable. It should not be 
beyond our means to absorb a $69.3 
million increase in a bill that is $8.9 
billion below its budget allowance, es
pecially when such an increase is cen
tral to protecting human health and 
the environment. 

My distinguished and senior col
league on the committee has risen, 
and I yield the floor to him. 

First, Mr. President, I ask for the 
yeas and nays. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
Mr. HART. Mr. President, I thank 

the Senator from New York, and I am 
pleased to join with him in this 
amendment which, I think, we both 
agree and hope our colleagues agree is 
an extremely important proposal. 

One of the most serious environmen
tal problems we face in the 1980's is 
contamination of our land and water 
by hazardous wastes. 

There are many of us who believe 
this will be the environmental issue of 
the next decade. 

A few years ago we finally estab
lished a national program to begin 
cleaning up the hundreds, if not thou
sands, of potential Love Canal-type 
disasters in this country, but unless we 
fund that program at something near 
an adequate level we will not be able 
to get underway the process of elimi
nating these real dangers to our socie
ty. 

The environmental importance of 
the so-called Superfund program is ob
vious. EPA's environmental research 
programs might not be so obviously 
important, but they, too, are vital. 

This administration is fond of saying 
that we have to base environmental 
regulations on what it terms as "good 
science." Whether we have that sound 
scientific base for regulatory decisions 
depends on EPA's research programs. 
There is a curious ambivalence, it 
seems to me, because while EPA is 
wanting more information, more data, 
more scientific research, at the same 
time it is reguesting cuts in the budget 
for this purpose. 

Even with the amendment we are 
proposing, EPA's research budget still 
will be inadequate. Our modest pro
posed increase would simply restore 
the funding level to the current 
amount, $154.3 million. But this is 
$100 million below the fiscal 1981 
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level. In other words, even with this 
amendment, EPA's research program 
would be 40-percent less than 2 years 
ago, hardly marching into the future 
in any kind of aggressive way to ad
dress one of the most important issues 
of this decade. 

If allowance is made for inflation, 
the cut is even greater, more than 50 
percent. So, Mr. President, this 
amendment is modest, but it is impor
tant to keep the EPA research at the 
current level. 

Let us consider the enormously im
portant decisions which depend upon 
this research. First, there is the haz
ardous air pollutants problem. 

In the 12 years since the enactment 
of the Clean Air Act, EPA has only de
termined to regulate seven hazardous 
air pollutants. For almost a full decade 
EPA has had under scientific review 
an additional 37 pollutants, but has 
not been able to determine whether or 
not they should be regulated as haz
ardous pollutants. 

While we await the results of EPA's 
research, cancer rates continue to in
crease, and experts tell us environmen
tal pollution is a major cause. In fact, 
an interagency. toxicology program 
has identified as carcinogenic many of 
the pollutants EPA is reviewing. 

I am sure the chairman of the sub
committee will point out that the com
mittee bill increases the research on 
hazardous pollutants above the 
amount requested by the administra
tion. But the review of the EPA 
budget request by the Committee on 
Environment and Public Works 
showed the administration proposed 
to decrease research on hazardous air 
pollutants by 67 percent between 1982 
and 1983. The committee's increase 
therefore restores some, but not all, of 
the administration's cuts. 

NATIONAL AIR QUALITY STANDARDS 

EPA already is 2 years behind the 
statutory deadline for review.&llg and 
revising the national ambient air qual
ity standards. Only one of the six 
standards-the ozone standard-has 
been revised. 

Especially important is completion 
of the research program on the partic
ulate standard, so it can be revised to 
regulate only the inhalable particles 
which cause health problems, and not 
the natural dust particles regulated 
under the current standard. 

TOXIC POLLUTANT SCREENING 

EPA is required to do hazard assess
ments of new chemicals before they 
are marketed. Without an adequate re
search program this fundamental re
quirement of the Toxic Substances 
Control Act will be meaningless. 

SAFE DIUNKING WATER 

EPA needs to conduct much more re
search on pollutants which contami
nate drinking water to determine 
whether, and how, to set standards 
under the Safe Drinking Water Act. 

INDOOR AIR POLLUTION 

Congress this year is directing EPA 
to undertake a new research program 
on indoor air pollution. The health ef
fects of pollution within our homes 
and offices may be even greater than 
the health effects of the pollutants 
regulated under the Clean Air Act. 
After all, we spend 70 percent of our 
time indoors, and early studies show 
that indoor pollution levels are often 
as high or higher than outdoor pollu
tion levels. 

Mr. President, the list could go on. 
But the basic point is simple-if we are 
going to have sound environmental 
regulatory programs to protect our 
health and our environment, we first 
must have sound scientific research 
and knowledge. If we continue to cut 
the EPA research budget, as the com
mittee bill would do, we will never get 
that scientific information. 

Mr. President, I urge my colleagues 
to join the Senator from New York 
and the Senator from Colorado and 
others to support this modest increase 
in the EPA research budget. 

Mr. MOYNIHAN addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from New York. 

Mr. MOYNIHAN. Mr. President, I 
would like to wholly endorse the re
marks of my distinguished and learned 
friend and say one thing. Mr. Presi
dent, where toxic and hazardous 
wastes are concerned, what you do not 
know can kill you. And that is what 
this amendment is about. 

Mr. GARN addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Utah. 
Mr. GARN. Mr. President, the bill as 

reported by the committee, provides 
$3.699 billion for EPA in fiscal year 
1983. This is $64.2 million above the 
fiscal year 1983 request, and only $2.9 
million below the fiscal year 1982 
level. I point that out. Although the 
overall budget we present today for 
HOD-Independent Agencies is below 
the budget resolution, we funded EPA 
$64 million over the budget request. 

The Senate added the following to 
the EPA fiscal year 1983 budget re
quest: $30 million for construction 
grants; $20 million for Superfund 
State activities; $10.5 million for sala
ries and expenses for an additional300 
people; $3.5 million for the Great 
Lakes program; $6.3 million for EPA 
R&D; $3 million for the clean lakes 
program; $5.5 million for training 
grants and programs; $43.9 million for 
the State grants program; and $7 mil
lion for Superfund health studies. 

Even at the request level, EPA testi
fied on April 20 that 44 percent of 
their 323 program elements, or 142 
programs, are above the fiscal year 
1982level. 

All of the increases we have recom
mended in this bill have been offset 
with decreases elssewhere in the bill. 

For example, the proposed $191 mil
lion increase in NASA has been offset 
by a $195 million decrease in FEMA. 

What has happened during the last 
2 years since I have been chairman of 
this subcommittee is that most of the 
cuts have come out of housing. Every 
time we add something else to some 
other part of the bill, including EPA, 
it comes out of housing. It is a simple 
arithmetic fact of life. 

If we accept this amendment as a 
result of our 302(b) allocation, this in
crease has to come from someplace 
else in the bill. In this case, it is hous
ing. So a simple fact of life is a vote 
for this particular amendment is a 
vote to cut additional money out of 
housing. 

The proposed amendment would 
result in EPA being $133.5 million over 
the budget request and $44.3 million 
over the assumptions of the budget 
resolution. 

I would point out that those who 
think the only research and develop
ment that is done on the environment 
is done in EPA make a mistake be
cause EPA does not do most of the 
basic research in this particular area. 

In fiscal year 1982, the Federal Gov
ernment spent $615 million for basic 
research in environmental sciences. Of 
this amount, the National Science 
Foundation, which is in this same bill, 
was responsible for $242 million and 
EPA spent only $2 million. Thus, these 
figures indicate that it is not EPA only 
that is looking at the problems of haz
ardous wastes in the environment. 
Almost all of the EPA R&D is applied 
rather than aimed at providing us 
with a fundamental understanding of 
the environmental process. 

Looking at the comparison of R&D 
in fiscal years 1982 and 1983 HUD 
bills, the National Science Founda
tion's $996 million level increased to 
$1.056 billion. NASA's R&D is up con
siderably. EPA's is down. But the over
all increase is over $800 million, or a 
13.5-percent increase in R&D in this 
bill. 

My colleagues are correct. EPA's 
budget was cut from last year in the 
area of R&D. But I did want to point 
out the National Science Foundation 
does most of the basic research on the 
environment. 

I do intend to oppose this amend
ment and I intend to move to table. 
However, I would not do that if my 
colleagues wished to make any other 
comments. 

Mr. LEAHY. Mr. President, the ade
quacy of funds for the Environmental 
Protection Agency have been a major 
concern of mine this year. As I made 
clear in my amendment to the first 
budget resolution, I believe EPA 
should be funded well above the 1982 
level. 

Unfortunately, faced with a Presi
dential veto, the committee reported a 

. 
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bill below the 1982 levels for operating 
programs. I make this point because 
on several occasions during the last 
year Ms. Gorsuch has claimed that 
Congress had endorsed her cuts be
cause we passed 1982 HUD appropria
tions bills including many of her cuts. 
I want her to understand that our pas
sage of this bill does not endorse these 
levels of funding. It does not mean we 
think the funds in this bill are ade
quate to do the job. It only means that 
faced with a Presidential veto, we 
cannot fund the agency at a level we 
believe necessary and still get the bill 
signed by the President. 

Mr. BRADLEY. Mr. President, I rise 
in support of this amendment that 
would add $39 million to the EPA re
search and development account and 
$30 million to the EPA Superfund ac
count. The need for these funds is 
clear and strong, and the addition 
merely raises the appropriation to the 
fiscal year 1982 level. 

Mr. President, the research budget 
at EPA has already been cut well 
below levels required to support that 
Agency's functions. The level of oper
ations contained in the committee bill 
is 50 percent below what it was in 
fiscal year 1981. These cuts are in the 
face of critically important research 
needs in areas such as risk assessment 
research on hazardous air pollutants, 
studies on health effects of toxic pol
lutants, research on the effects of con
taminants on underground drinking 
water supplies, environmental moni
toring to gather the data necessary to 
support future standard setting, and 
ecological research on the effects of 
pollution on crops. 

Research in general is underfunded 
by normal market pressures but re
search into environmental questions 
has very little appeal to private firms. 
Government support in this area is es
pecially important. 

In addition, this amendment funds 
the President's fiscal year 1983 request 
for Superfund. I need not remind my 
colleagues of the magnitude of the 
effort required to clean up abandoned 
or uncontrolled hazardous waste sites. 
There are about 10,000 abandoned or 
inactive hazardous waste dump sites 
across the country, many of these in 
my State; the fundamental role of gov
ernment is to protect the health and 
safety of the people. Protecting Ameri
cans from a clear danger in our own 
country is every bit as important as 
protecting the public from threats 
from abroad. 

The Superfund trust fund, seven
eighths of which comes from the firms 
producing hazardous substances, is an 
insurance policy against damaging the 
health-threatening spills. I fought 
very hard for its creation nearly 2 
years ago. 

Mr. President, the private sector will 
not provide adequate funds necessary 
to protect human health and safety 

from environmental threats. This is a 
legitimate and important role for the 
Government. We must provide these 
funds. I urge my colleagues to support 
this amendment. 
e Mr. STAFFORD. Mr. President, I 
intend to vote for the Moynihan-Hart 
amendment and, if they do not object, 
would add my name as a cosponsor. 

This amendment would restore $30 
million for administration of the Su
perfund, money that was recommend
ed by the Committee on Environment 
and Public Works and accepted as a 
proper level of spending by the Budget 
Committee. The amendment also pro
vides additional funds for research and 
development by the Environmental 
Protection Agency. 

In working out budgets for programs 
under the jurisdiction of the Environ
ment and Public Works Committee, 
members, who include Senators HART 
and MoYNIHAN, have talked among 
ourselves, with members of the Budget 
Committee and with members of the 
Appropriations Committee. 

This was done in an attempt to 
strike a balance that would protect 
vital interests and still garner the sup
port of the entire Senate, the Con
gress, and the administration. When 
amendments were offered that would 
have upset this balance-and hence 
threaten the integrity and viability of 
all of the health and environmental 
programs-! voted against them. 

That was my obligation not only as 
the chairman of a committee but as a 
Senator who cared about all of the 
health and environmental programs. 

This amendment differs from those 
offered in the past. This amendment 
is, in the opinion of this Senator, con
sistent with the balance that was 
struck in the budget resolution and 
elsewhere. It is the bill which is at 
odds with the programs, not the 
amendment. 

Mr. President, for that reason I sup
port this amendment, will vote for it, 
and urge my colleagues to do the 
same.e 

<By request of Mr. HART, the follow
ing statement was ordered to be print
ed in the RECORD.) 
• Mr. DODD. Mr. President, I am 
pleased to cosponsor the Moynihan
Hart amendment to the HUD appro
priations bill to restore $39 million to 
the Environmental Protection Agen
cy's research and development budget 
and $30 million to the "Superfund" 
program. 

In the 1983 budget, it is evident that 
we recognize the need for fiscal cut
backs. Every agency and its programs 
will feel the budget pinch. The Envi
ronmental Protection Agency is not
and should not be-an exception. 

But since the first EPA 1983 budget 
was released, it has been obvious that 
this Agency's cutbacks were more 
grievous that that of any other 
Agency. Under the administration's 

proposed 1983 budget, EPA's budget 
would have been cut back by 39 per
cent since 1981. Even with the budget 
increases contained in this appropria
tions bill for the EPA budget, the 
Agency's operating budget will still be 
reduced by more than $54 million 
from last year. 

It is shocking enough that cuts in 
the overall EPA budget are of such a 
size and magnitude so as to endanger 
Agency functions. But a closer look at 
how these cutbacks are distributed re
veals that one of EPA's most impor
tant functions-the sponsorship of re
search and development-has been 
targeted for cuts of extreme propor
tion. 

In fact, EPA's R&D program-the 
Agency's research contracts, grants, 
and cooperative agreements, has been 
cut more than any other agency func
tion over the l£:.St 2 years. This pro
gram, funded at $254 million in 1981, 
was reduced by 39 percent to $154.3 
million in 1982. The administration 
had requested an additional 30-percent 
cut in these funds, bringing the 1983 
research and development budget to 
$108.8 million. Even the level con
tained in this appropriations bill-$115 
million-represents over a 50-percent 
cut since 1981. 

This drastic reduction in EPA's 
R&D budget threatens the very foun
dation-scientific research-upon 
which the Agency is founded. Without 
funding to support scientists and envi
ronmental experts in ongoing re
search, we cannot begin to understand 
the overwhelming environmental haz
ards which we face. And without a 
knowledge of these hazards, we cannot 
adequately design cleanup or enforce
ment strategies on either a congres
sional or an agency level. This cutback 
is not sensible budget planning-but 
false economy. 

We would not be aware today of the 
long list of environmental dangers we 
face without research done in the 
past. It is thanks to the sound re
search undertaken by EPA-contracted 
scientists that we have been able to 
move swiftly in making sound environ
mental policy decisions on such 
threatening problems as hazardous 
waste, toxics, and acid rain. Without 
continuing research, our information 
base for developing such environmen
tal policy will be threatened. 

Research efforts have also played a 
role in designing and implementing 
such landmark legislation as the Clean 
Air Act, the Clean Water Act, and the 
Resource Conservation and Recovery 
Act. Without the backbone of scientif
ic research, our job in implementing 
and enforcing these environmental 
laws will be a much more difficult one. 

Cutbacks in EPA's R&D budget will 
have profound effects not only on 
human health and safety but also on 
industry and the economy. If we 
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cannot maintain research at our cur
rent level, we will not be able to keep 
pace with the environmental hazards 
we discover around us-in the home, in 
the office-every day. And for every 
moment that we waste in pinpointing 
new health hazards, the danger to in
dividual lives increases. Similarly, 
without research to guide EPA in set
ting sound regulations, we may err in 
asking industry to spend money on 
pollution controls which may prove to 
be neither reasonable nor environmen
tally sound. Without sound data, the 
Agency cannot construct the uniform, 
timely regulations and permitting pro
cedures desired by industry. 

The cutback proposed in the BUD
independent agencies bill will make it 
impossible to carry out ongoing re
search efforts. Studies on health and 
environmental priorities such as toxic 
pollutants, hazardous air pollutants, 
and particulates might have to be 
gutted or abandoned. A number of 
studies on the problems and hazards 
of peEticides or ground water contami
nants will have to be set aside. All 
areas of ongoing research-regardless 
of priority-will face major reductions. 

It is unclear whether EPA itself 
thinks that the cutbacks recommend
ed in its own budget justification make 
good scientific or budget policy. As our 
colleague from Vermont <Mr. LEAHY> 
has pointed out in hearings this 
spring, discrepancies exist between 
EPA's budget justification to Congress 
and their budget submission to the 
Office of Management and Budget. He 
cited numerous research program 
custs which were justified simulta
neously to Congress as "reasonable 
cutbacks" and to OMB as a "reduction 
in effort." Research programs on oxi
dant air pollutants, water quality, and 
hazardous air pollutants are all due to 
be cut back under both EPA's original 
budget request and under the HUD 
appropriations bill. Yet these are all 
program areas that EPA said would be 
endangered if their budgets were low
ered. 

By restoring $39 million, this amend
ment will bring EPA's R&D level up to 
its 1982 level. This request is $8.9 mil
lion below the Budget Coinmittee's al
location, and within the amount au
thorized by both the House and the 
Senate in EPA's authorization bill. 
Not accounting for inflation, one 
would hope that by returning the 
R&D budget to last year's level, much 
ongoing research could continue. 

Similarly, by restoring $30 million to 
the Superfund program, we will aid 
EPA in carrying out its schedule of 
identifying, classifying and cleaning 
up hazardous waste sites. EPA has 
come far with its Superfund program: 
Almost 11,000 dangerous sites have 
been identified and a list of 400 priori
ty sites is due out this October. If we 
return these funds to Superfund, we 
will allow this program to continue 

with its vital and pressing work. And if 
we add this $30 million to the Super
fund program, we are bringing total 
Superfund appropriations only to $230 
million-the level originally requested 
by President Reagan in his 1983 
budget. 

This amendment is no budget-bust
ing measure. It is merely a restoration 
of the minimum amount of funds nec
essary to enable EPA to continue with 
its authorized tasks. It is the minimum 
amount necessary to maintain our 
standards of public health and safety; 
of regulatory reliability; of scientific 
quality. By restoring $39 million to the 
R&D budget, we will allow the priority 
research which has shaped EPA to 
continue; by restoring funds to the Su
perfund program we will allow this, 
one of our more urgently needed envi
ronmental programs, to continue. 

To cut these funds from the EPA 
budget at this time shows little sensi
ble planning, fiscal or otherwise. We 
have learned on countless occasions
the Valley of the Drums, Love Canal
that there can be no price on human 
health and safety. That is a lesson we 
cannot ignore. I would urge adoption 
of the Moynihan-Hart amendment.e 

Mr. MOYNIHAN. Mr. President, we 
wish to thank the chairman for his 
courtesy in giving us the opportunity 
to say as much as we wish. I think we 
have outlined the issue. 

The PRESIDING OFFICER. Is all 
time yielded back? 

Mr. MOYNIHAN. Mr. President, I 
yield back the remainder of my time. 

Mr. GARN. Mr. President, I yield 
back the remainder of my time. 

I move to table the amendment and 
ask for the yeas and nays. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

question is on agreeing to the motion 
of the Senator from Utah <Mr. GARN) 
to table the amendment of the Sena
tor from New York <Mr. MoYNIHAN). 
The yeas and nays have been ordered 
and the clerk will call the roll. 

The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Missouri <Mr. DAN
FORTH), the Senator from California 
<Mr. HAYAKAWA), the Senator from 
Maryland <Mr. MATHIAS), the Senator 
from Delaware <Mr. RoTH), the Sena
tor from Wyoming <Mr. SIMPSON), and 
the Senator from Wyoming <Mr. 
WALLOP), are necessarily absent. 

I further announce that, if present 
and voting, the Senator from Wyo
ming <Mr. SIMPSON), would vote "yea." 

Mr. CRANSTON. I announce that 
the Senator from Texas <Mr. BENT
SEN), the Senator from Delaware <Mr. 
BIDEN), the Senator from Nevada <Mr. 
CANNON), the Senator from Connecti
cut <Mr. DoDD), the Senator from Mas
sachusetts <Mr. KENNEDY), the Sena-

tor from Hawaii <Mr. MATSUNAGA), the 
Senator from Montana <Mr. MELCHER), 
the Senator from Tennessee <Mr. 
SASSER), the Senator from Mississippi 
<Mr. STENNIS), and the Senator from 
Arizona <Mr. DECONCINI), are neces
sarily absent. 

I further announce that, if present 
and voting, the Senator from Dela
ware <Mr. BIDEN), the Senator from 
Nevada <Mr. CANNON), the Senator 
from Connecticut <Mr. DODD), and the 
Senator from Tennessee <Mr. SASSER), 
would vote nay. 

The PRESIDING OFFICER <Mr. 
CHAFEE). Are there any other Senators 
in the Chamber wishing to vote? 

The result was announced-yeas 44, 
nays 40, as follows: 

[Rollcall Vote No. 356 Leg.] 

YEAS-44 
Abdnor 
Andrews 
Armstrong 
Baker 
Boren 
Byrd, 

Harry F., Jr. 
Cochran 
Denton 
Dixon 
Dole 
Domenici 
East 
Gam 
Goldwater 

Baucus 
Boschwitz 
Bradley 
Brady 
Bumpers 
Burdick 
Byrd, Robert C. 
Chafee 
Chiles 
Cohen 
Cranston 
D'Amato 
Duren berger 
Eagleton 

Grassley 
Hatch 
Hatfield 
Heflin 
Helms 
Hollings 
Huddleston 
Humphrey 
Jepsen 
Kassebaum 
Kasten 
Laxalt 
Lugar 
Mattingly 
McClure 

NAYS-40 
Ex on 
Ford 
Glenn 
Gorton 
Hart 
Hawkins 
Heinz 
Inouye 
Jackson 
Johnston 
Leahy 
Levin 
Long 
Metzenbaum 

Murkowski 
Nickles 
Nunn 
Packwood 
Percy 
Pressler 
Proxmire 
Quayle 
Stevens 
Symms 
Thurmond 
Tower 
Warner 
Weicker 
Zortnsky 

Mitchell 
Moynihan 
Pell 
Pryor 
Randolph 
Riegle 
Rudman 
Sarbanes 
Schmitt 
Specter 
Stafford 
Tsongas 

NOT VOTING-16 
Bentsen Hayakawa 
Biden Kennedy 
Cannon Mathias 
Danforth Mats~ 
DeConcini Melcher 
Dodd Roth 

Sasser 
Simpson 
Stennis 
Wallop 

So the motion to lay on the table 
the amendment <UP No. 1286) was 
agreed to. 

Mr. GARN. Mr. President, I move to 
reconsider the vote by which the 
motion to table was agreed to. 

Mr. McCLURE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. MOYNIHAN addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from New York. 

Mr. MOYNIHAN. Mr. President, I 
ask unanimous consent that the distin
guished Senator from Vermont <Mr. 
STAFFORD> be added as a cosponsor to 
the previous amendment <UP No. 
1286). 

The PRESIDING OFFICER. With
out objection, it is so ordered. 
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Mr. BRADLEY addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from New Jersey. 
We must have order in the Cham

ber. Will Senators please conduct their 
conversations in the cloakroom so that 
the Senators who are addressing the 
Chair might be heard. 

Mr. PRESSLER addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from South Dakota. 

UP AMENDMENT NO. 1287 

<Purpose: To provide additional funding for 
the Congregate Housing Services program 
for the elderly) 
Mr. PRESSLER. Mr. President, I 

send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from South Dakota <Mr. 
PREssLER) proposes an unprinted amend
ment numbered 1287. 

Mr. PRESSLER. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
On page 7, line 13, under title I for congre

gate services strike "$3,500,000" and insert 
"$4,750,000". 

Mr. PRESSLER. Mr. President, this 
amendment is intended to add new 
money to the portion of the bill which 
provides for congregate housing dem
onstration programs. This funding is 
used to aid in providing supportive 
services in congregate housing for the 
elderly and handicapped. The money 
now included in the bill extends 28 ex
isting projects; I would like to see 
these projects expanded to areas like 
my home State of South Dakota, 
where congregate housing services are 
sorely needed. My amendment adds 
$1.25 million for five additional dem
onstration programs, for a period of 3 
years. 

Over 2,200 elderly are now being 
served by the congregate housing serv
ices program. While this is a good 
start, this number is not even close to 
the number of elderly and handi
capped who are potential users of this 
program. The demand for this type of 
housing can be expected to increase as 
the percentage of our population that 
is over 60 increases. The existing dem
onstration projects are based mostly in 
larger cities; I am here to defend the 
rights of rural areas, for their need for 
projects like this is every bit as great, 
if not greater, than the need of urban 
areas. Rural and small town older 
Americans live much closer to the pov
erty line than do their urban counter
parts. Congregate housing services in 
small towns can prevent our people 
from being forced to live in substand
ard housing, as many of them do. I be-

lieve that providing for five additional 
demonstration programs is the least 
we can do to begin to deal with this 
problem now. We cannot afford to 
wait any longer. 

Mr. GARN addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Utah. 
Mr. GARN. Mr. President, I have 

conferred with the distinguished Sena
tor from South Dakota. I am willing to 
accept this amendment, although I 
have told him that I certainly can 
make no promises about what would 
happen in conference with the House. 
However, on behalf of the majority I 
am willing to accept the amendment. 

The amendment <UP No. 1287> was 
agreed to. 

Mr. PRESSLER. Mr. President, I 
thank the majority and minority 
members and their staffs for their co
operation in consideration of my 
amendment. 

Mr. MOYNIHAN addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from New York. 

UP AMENDMENT NO. 1288 

(Purpose: To pospone the effective date of 
tenant contribution regulations> 

Mr. MOYNIHAN. Mr. President, I 
send to the desk an unprinted amend
ment and ask for its immediate consid
eration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from New York <Mr. MoYNI
HAN) proposes an unprinted amendment 
numbered 1288. 

On page 5, line 16, before the period insert 
the following: ": Provided further, That no 
funds provided under this Act shall be used 
to enforce the regulations which took effect 
on August 1, 1982, increasing rents or rent 
contributions for the housing assistance 
programs under the United States Housing 
Act of 1937 prior to the expiration of 90 
days after the date of enactment of this 
Act.". 

Mr. MOYNIHAN. Mr. President, 
since 1937 it has been the policy of the 
U.S. Government to provide decent, 
safe, and sanitary dwellings for fami
lies of lower income. During this inter
val we have passed many bills and a 
declaration of a sense of the Senate by 
our distinguished former colleague 
<Mr. Brooke), of Massachusetts, that 
declared 25 percent of a person's 
income to be the presumed ratio of 
rent payments in federally assisted 
housing. 

We now have an order from the 
Deputy Federal Housing Commission
er that would raise the tenant contri
bution to 27 percent of adjusted 
income for all current tenants and 30 
percent for new tenants. The House 
hopes to hold back this 30-percent 
ratio. The Senate will surely want to 
consider the same proposition. Mil
lions of families are involved. 

I ask of the Senate to withhold 
action for 90 days until we can consid
er whether, in fact, it is the policy we 
desire. 

Mr. GARN. Mr. President, I have 
discussed this matter with the distin
guished Senator from New York. On 
the substance of the issue, I disagree 
with him. I have been one who in the 
past has promoted the increase to 30 
percent. However, because of the limi
tations in his amendment, applying 
this only for 90 days, and in the inter
est of getting the HUD bill through, I 
am willing to accept the amendment. 

The PRESIDING OFFICER. With
out objection, the amendment <UP No. 
1288) is agreed to. 

Mr. MOYNIHAN. Mr. President, I 
move to reconsider the vote by which 
the amendment was agreed to. 

Mr. GARN. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. MOYNIHAN. Mr. President, I 
thank the distinguished chairman for 
his gracious and accommodating act. 
The Senate can now consider thls 
matter in detail and decide what its 
will should be. 

Mr. LEVIN addressed the Chair. 
The PRESIDING OFFICER. The 

time is under control. If the Senator 
has an amendment, the time limit 
would apply to that. Otherwise, the 
Senator would have to be granted time 
by someone controlling time. 

Mr. LEVIN. 1\.ir. President, will the 
manager of the bill yield me 3 min
utes? 

Mr. GARN. I am happy to yield to 
the distinguished Senator from Michi
gan. 

Mr. LEVIN. I thank the Senator. 
Mr. President, on December 29, 1980, 

the Department of Housing and Urban 
Development announced a set-aside of 
funds for the construction of 200 units 
of senior citizen housing in Melvin
dale, Mich. The letter stated that $1.2 
million in contract authority had been 
allocated to region V for the limited 
purpose of building the Melvindale 
project. 

I ask unanimous consent that the 
letter, dated January 9, 1981, be print
ed in the RECORD. 

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

DEPARTMENT OF HOUSING 
AND URBAN DEVELOPIIENT, 

Washi:tuton. D.C., Janua111 9, 1981. 
Hon. CARL LEviN, 
U.S. Senate, 
Washington. D. C. 

DEAR SENATOR LEviN: This is to advise you 
that the Chicago Regional Office has re
ceived an allocation of $1,200,000 of contract 
authority for the City of Melvindale for ap
proximately 200 units of Section 8 housing. 

In order to utilize this allocation, the City 
may choose to use either HUD's routine 
NOF A procedure or the pre-approved site 
procedure. It is my understanding that the 
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City's preliminary inclination is to use the 
pre-approved site procedure. If the City 
wishes to use the pre-approved site proce
dure, the following steps must occur: 

1. The City must establish site control for 
the designated site. 

2. The City must request Detroit Area 
Office review and approval of the designat
ed site. 

3. The Detroit Area Office must then con
duct a NOFA process <competitive> for the 
designated site. 

My office and the Detroit Area Office will 
be available to assist the City of Melvindale 
in carrying out the steps outlined above. 

Sincerely, 
RoN GArroN, 

Regional Administrator. 

Mr. LEVIN. Mr. President, the 
people of Melvindale were obviously 
very pleased and gratified by this an
nouncement and began the necessary 
preparations toward making the senior 
citizen project a reality. But they were 
in for a shock. For, on March 3, 1981, 
the Washington office of HUD issued 
a telegram to the region V office with
drawing that $1.2 million in contract 
authority, thereby reneging on a clear
ly stated and documented promise. 
They claim in that letter a lack of 
funding availability at that time. 

I have fought since that date with 
the administrators of the section 8 
program at HUD to find out just how 
and why such a rescission of funds was 
possible. I have met with little success. 
Certainly, the explanations I have re
ceived have been unsatisfactory. 

It seems to me that when this Gov
ernment makes a commitment as clear 
and unquestionable as the commit
ment that was made to the city of 
Melvindale, the Federal Government 
has a responsibility to keep that com
mitment. 

I had originally intended to offer an 
amendment to this bill to make sure 
that Melvindale, and any other city in 
a situation similar to that of Melvin
dale, would get the promised funds. I 
have been convinced, however, that 
there are too many technical difficul
ties in pursuing such a course. 

I am, therefore, asking Senator 
GARN, as chairman, and Senator HUD
DLESTON, as ran.kin.g minority member 
of the HUD Appropriations Subcom
mittee, if they will be willing to assist 
me in getting HUD to reconsider its 
decision to rescind these funds for the 
Melvindale project. 

Mr. HUDDLESTON. Mr. President, 
in response to the distinguished Sena
tor from Michigan, I certainly appreci
ate the situation he finds himself in 
and the concerns he has. Certainly, a 
locality should be able to depend upon 
the correspondence it receives from 
HUD or from any other department or 
agency of the Federal Government. 

As the Senator from Michigan is 
aware, the section 8 new construction 
program is being phased out. There 
are no funds in this bill for that par
ticular program. A large portion of the 
fiscal 1982 funds were rescinded. In 

fact, we are having some difficulty in 
clearing the pipeline of previously ap
propriated projects which have not 
been canceled or fallen out. 

In view of the December 29, 1980, 
letter to the mayor of Melvindale, 
ho·,·:ever, I am willing to urge the De
partment of Housing and Urban De
velopment to reconsider this project 
and to seek in every possible way to 
determine if they can accommodate it 
within the HUD programs. I will be 
glad to work with the Senator from 
Michigan in accomplishing that. 

Mr. GARN. Mr. President, I am cer
tainly willing to make the necessary 
inquiries of HUD and look into this 
problem to see what we can do to help. 
With that assurance, I hope the Sena
tor from Michigan will be satisfied. 
Both Senator HUDDLESTON and I will 
look into this matter. 

Mr. LEVIN. I am indeed satisfied. I 
am grateful to both my friends for 
their assistance, whatever they can do 
to help to correct this breach of faith 
with the people of my State. 

UP AMENDMENT NO. 1289 

(Purpose: To amend the Tariff Schedules of 
the United States to provide duty-free 
treatment for imported steam> 
Mr. COHEN. Mr. President, I send 

to the desk an un:printed amendment. 
The PRESIDING OFFICER. The 

amendment will be stated. 
The bill clerk read as follows: 
The Senator from Maine <Mr. CoHEN) pro

poses an unprinted amendment numbered 
1289. 

Mr. COHEN. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place in the resolution, 

insert the following: 
SEC. . <a> Subpart J of part I of schedule 

5 of the Tariff Schedules of the United 
States <19 U.S.C. 1202> is amended by insert
ing after item 522.51 the following new 
item: 

"522.53 Steam .................................... Free ........................ Free". 

(b) The amendment made by this section 
shall apply with respect to articles entered, 
or withdrawn from warehouse for consump
tion, on or after the date which is fifteen 
days after the date of enactment of this Act. 

Mr. COHEN. Mr. President, I offer 
an amendment to H.R. 6956. My pro
posal would amend the Tariff Sched
ules of the United States to permit im
ported steam to enter the United 
States duty-free. 

The need for this amendment has 
arisen from the experience that 
Fraser, Inc., a pulp and paper manu
facturer in the far northern reaches of 
the State of Maine, has encountered 
in meeting the demands of the energy 
crisis. 

A short time ago, this country was 
caught in the midst of a serious energy 
crisis which imposed enormous costs 
on the American people-in higher in-

flation, reduced economic growth, and 
higher unemployment. We have 
learned a great deal since the oil em
bargo of 1973, and the United States is 
now some 15 percent more energy effi
cient than it was 10 years ago. 

Each industry has reopened to spi
ralling energy costs differently. Some 
have met the energy crisis most ag
gressively, by employing energy con
servation tactics and tapping alterna
tive energy sources to reduce costs. 
Others, however, have been reluctant 
to invest in energy conservation im
provements and alternative energy 
sources, in part because of economic 
uncertainty associated with this past 
year's economic difficulties. 

Fraser, Inc. has met the energy crisis 
head on and with great success. The 
firm operates a paper-producing plant 
in Madawaska, Maine, and a pulp-pro
ducing plant right across the St. John 
River in Edmundston, New Brunswick. 
Producing pulp and paper, as Senators 
know, requires enormous amounts of 
energy. 

The increasing price of industrial 
fuel oil and the continued dependence 
on this energy source from a volatile 
part of the world has prompted Fraser 
to undertake a major oil reduction 
program. It has done so in an effort to 
cut production costs and increase the 
company's competitiveness in North 
American paper markets. 

Fraser's ambitious and innovative oil 
reduction program has continued to 
bring real savings to the company as 
energy prices have continued to rise. 
As a result, last year Fraser generated 
approximately 25 percent of its total 
energy requirements through renew
able resources, resulting in savings to 
the company of $13.8 million. 

In the same year, Fraser reported 
using 32 percent less energy per unit 
of production than in 1972. This is one 
of the highest savings for the indus
try. 

In addition, Fraser has undertaken a 
2-year, $53 million program to reduce 
oil consumption by 400,000 barrels of 
oil annually. The residual steam from 
the pulp process in Edmundston will 
be tapped to supply electricity for the 
paper drying process at the 
Madawaska plant. 

This fall, Fraser, Inc. will complete 
construction of a pipeline across the 
St. John River to transport the steam 
from the Edmundston plant to the 
Madawaska plant. A parallel pipeline 
will return the condensate to Edmund
stan to be reused in the steam-making 
process. 

With steam production at capacity, 
Fraser expects to raise the Edmund
stan-Madawaska complex's self-suffi
ciency in thermal energy to 80 per
cent, up from the current 27 percent. 
This will result in a direct saving of 
approximately 400,000 barrels of in
dustrial fuel oil annually. 
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Before proceeding with this project, 

Fraser received approval and construc
tion permits from nine Canadian Fed
eral and Provincial agencies and seven 
U.S. Federal and State agencies. Al
though this project is ahead of sched
ule and fuel savings are expected to be 
realized this fall, a recent development 
has cast doubt on the projected eco
nomic benefits for the company. 

The U.S. CUstoms Service has noti
fied Fraser that a duty of as much as 
$1 million per year could be levied on 
the steam. Although steam is not spe
cifically provided for in the tariff 
schedules of the United States, cus
toms has held that steam is classified 
under the tariff schedules as a mineral 
substance. The item number is 523.91, 
which has a duty rate of 6.5 percent ad 
valorem. A Federal duty of up to $1 
million levied on the steam essentially 
removes the economic incentive for 
Fraser to proceed with its alternative 
energy scheme. At the same time, it 
sends an improper message to the in
dustrial sector. The Federal Govern
ment should encourage, rather than 
discourage, private investment in al
ternative energy development. 

The amendment I am offering today 
will change the tariff schedules of the 
United States to permit imported 
steam to enter the U.S. duty free. The 
Department of Commerce and the 
Office of the U.S. Trade Representa
tive have agreed that imported steam 
should not be subject to a duty and 
support my amendment. 

Companion legislation has been in
troduced in the House of Representa
tives by my colleague from Maine, 
Congresswoman OLYMPIA SNOWE. Her 
bill is now being considered by the 
House Ways and Means Committee. 
The U.S. Trade Representative has 
sent a letter to the House Ways and 
Means Committee expressing its sup
port of this legislation. 

The economy of Aroostook County, 
the largest county east of the Missis
sippi River, is wholly dependent on 
two base industries, potato farming 
and processing and forest products. In 
recent years, these two industries have 
suffered greatly from national eco
nomic conditions and increased for
eign competition. 

The unemployment rate in the 
county, as it is known by Maine resi
dents, exceeds 15 percent. Yet, Fraser 
has continued to be a reliable employ
er and important contributor to the 
State's economy. In the Madawaska 
plant alone, 1,000 Maine residents are 
employed. 

The substantial savings Fraser 
would realize by this amendment will 
encourage the company to make 
future investments on the U.S. side of 
the border. This savings will benefit 
the U.S. economy, as well; rather than 
sending U.S. money to Venezuela or 
the Middle East to pay for oil supplies, 
it can be used at home. 

I see no purpose in depriving one of 
our Nation's pulp and paper producers 
of the savings it rightly deserves by 
levying a duty an an item that will 
cause no harm to another American 
firm. Nor, do I believe that we should 
penalize American firms for undertak
ing major alternative energy invest
ments. 

The Department of Commerce and 
the Office of U.S. Trade Representa
tive have agreed that imported steam 
should not be subject to a duty, and 
they support this amendment. 

Mr. GARN. Mr. President, this 
amendment does not pertain to the 
HUD bill. However, I am willing to 
accept it, but I caution my friend from 
Maine that the House, I am sure, will 
raise a germaneness issue in the con
ference. 

Mr. COHEN. I understand that. I 
appreciate the Senator's willingness to 
accept it on this particular vehicle. 
Frankly, I had intended to offer it to 
the debt ceiling bill, and it was to be 
agreed to on that measure, but all 
amendments were stripped. I decided 
to try any vehicle I can in order to 
bring it to the attention of the House. 
I understand that the House will not 
object to it. They are looking for a ve
hicle, as well. 

The PRESIDING OFFICER. With
out objection, the amendment is 
agreed to. 

<By request of Mr~ GARN, the fol
lowing statement was ordered to be 
printed in the RECORD:) 
• Mr. SIMPSON. Mr. President, as 
chairman of the Senate Veterans' Af
fairs Committee, I support the Veter
ans' Administration provisions of H.R. 
6956, the BUD-independent agencies 
appropriations bill for fiscal year 1983, 
which is before us today. The provi
sions of this legislation are entirely 
consistent with the actions and inten
tions of the Veterans' Affairs Commit
tee. I emphasize in particular that the 
bill provides medical care funding at 
the level of the President's request, a 
level which is some $500 million above 
the fiscal year 1982 level and which is 
sufficient to permit an increase of 
1,259 in the average employment level 
within the V A's medical care system. 

Mr. President, I make specific men
tion of two particular issues covered in 
this legislation. First, I call my col
leagues' attention to the fact that the 
appropriation provided in this legisla
tion for the V A's medical and pros
thetic research account has been in
creased by a total of $12.5 million 
above the level of the administration's 
request. Ten million dollars of this in
crease has been strongly recommended 
by the Veterans' Affairs Committee, in 
order to help make up for the rather 
severe reduction that was made in VA 
research programs by the BUD-Inde
pendent Agencies Apporpriations Act 
for fiscal year 1983, in recognition of 
the great importance of the V A's re-

search effort, both in terms of the pro
vision of quality medical care at VA 
medical centers and of the V A's ability 
to attract and retain highly qualified 
health professionals to provide that 
health care to our Nation's veterans. 

I note the language of the Appro
priations Committee in its report, No. 
97-549, accompanying this bill, to the 
effect that this $10 million increase is 
intended "to provide additional fund
ing to VA's highest priority research," 
and would highlight that point by re
ferring to the Veterans' Affairs Com
mittee's budget views and estimates 
for fiscal year 1983 issued on March 8, 
1982, where it was stated that the $10 
million increase is intended to restore 
the three major research programs to 
the proportionate levels at which they 
were funded in fiscal year 1981-that 
is, $2 million for rehabilitative re
search, $0.5 million for health services 
research, and $7.5 million for medical 
research. 

The other issue upon which I would 
like to comment specifically is the in
clusion in this bill of a $1.7 million ap
propriation for construction of a clini
cal addition and alterations at the 
Murfreesboro, Tenn., VA Medical 
Center. Earlier this week, the Veter
ans' Affairs Committee approved, pur
suant to its statutory duty under sec
tion 5004<a> of title 38, the design and 
site preparation phase of this project 
-the $1.7 million estimated cost of 
which is 10 percent of the $17 million 
total estimated cost of the project-in 
accordance with a proposal by Presi
dent Reagan to strengthen the affili
ation between the Murfreesboro facili
ty and the Meharry Medical College 
located in Nashville, Tenn. 

Although the committee did approve 
the design and site preparation phase 
of this project, it did so with signifi
cant misgivings. The committee noted 
in its statement of views attached to 
the resolution of approval that al
though justification has been offered 
with respect to Meharry's critical ac
creditation needs and its important 
function of training significant num
bers of black physicians, many of 
whom have traditionally practiced in 
underserved areas, there remain to be 
answered significant questions con
cerning the precise scope of the 
project and its specific relation to the 
system of priorities that governs all 
VA major construction projects. 

I believe that the Veterans' Affairs 
Committee has an obligation to con
sider this project not only in terms of 
the benefit to Meharry Medical Col
lege and civilian health care needs in 
general, but also in terms of the bene
fit to the Nation's veterans. They are, 
of course, our primary concern, and it 
is essential for the committee to have 
before it detailed information concern
ing the ways in which any particular 
project will enhance the quality of 
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health care for eligible veterans, 
before favorable action can be taken 
on any proposal submitted by the ad
ministration. The relative haste with 
which this project has been formulat
ed by the administration and submit
ted by the VA, outside of the regular 
annual construction approval process, 
raises a most unusual and unprece
dented situation and leaves a number 
of important issues unaddressed. I 
expect that the committee will be 
holding a hearing to explore all as
pects of this project and its stated jus
tifications prior to any further approv
al action by the committee of the con
struction phase of the project. 

Mr. President, I strongly support 
portions of this bill which affect the 
Veterans' Administration, and I com
mend my good friend from Utah, the 
distinguished chairman of the HUD 
and Independent Agencies Appropria
tions Subcommittee, for his excellent 
work on this legislation and for his 
careful attention to the most pressing 
needs of our national veteran constitu
ency.• 

Mr. CRANSTON. Mr. President, as 
the ranking minority member of the 
Veterans' Affairs Committee, I should 
like to take this opportunity to ex
press my thanks to the distinguished 
chairman of the Subcommittee on 
HUn-Independent Agencies, Senator 
GARN, for his cooperation with me on 
a variety of issues in this bill pertain
ing to VA appropriations. 

GI BILL BENEFITS FOR CORRESPONDENCE 
TRAINING 

I very much appreciate his stance on 
the payment of GI bill benefits for 
correspondence training, an issue that 
has been of particular concern to me. 

As the Senate will recall, this issue 
has been before us on many past occa
sions, including several times during 
this Congress. During the first session 
of the present Congress, section 2004 
of the Omnibus Budget Reconciliation 
Act of 1981-Public Law 97-35-re
duced from 70 percent to 55 percent 
the portion of correspondence training 
costs that the VA pays. Subsequently, 
as I am sure the distinguished chair
man remembers well, a proviso was en
acted on December 23, 1981, in the 
BUD-Independent Agencies Act for 
Fiscal Year 1982-Public Law 97-101. 
That proviso orginated in the House 
Appropriations Committee and stated 
that all funding would be eliminated 
for the program except with respect to 
individuals already enrolled in corre
spondence training as of September 
30, 1981. 

In response to this proviso, section 
5<a> of Public Law 97-174, the Veter
ans' Administration and Department 
of Defense Health Resources Sharing 
and Emergency Operations Act, was 
enacted on May 4, 1982. It provided 
that except as may be provided "by a 
provision of law enacted in express 
limitation" of the provision in section 

1783<a>< 1 > of title 38 creating entitle
ment for GI bill benefits for corre
spondence training, funds in the V A's 
readjustment benefits account shall be 
available for the payment of corre
spondence training. Thus, Mr. Presi
dent, upon the enactment of that law 
on May 4, the appropriations proviso 
was nullified, and the VA has been 
paying correspondence benefits. 

This year again, however, the BUD
Independent Agencies Appropriations 
Act for Fiscal Year 1983, H.R 6956, as 
passed by the House on September 15, 
1982, contains a proposed cutoff-in 
language that purports to be in ex
press limitation of the relevant provi
sion of title 38-of funding for corre
spondence training. 

It should be noted that, after the 
House Appropriations Committee had 
reported H.R. 6956, but prior to its 
passage by the House, correspondence 
training was considered in August by 
the authorizing committees-the 
House and Senate Veterans' Affairs 
Committees-in the context of the rec
onciliation legislation which was en
acted on September 8, 1982, as Public 
Law 97-253. The original House-passed 
version of that measure had contained 
a provision to terminate correspond
ence training benefits under the GI 
bill, but the House-Senate conferees 
on the reconciliation measure specifi
cally decided not to proceed with legis
lation to restrict or terminate corre
spondence training and the House re
ceded from its position. 

Thus, Mr. President, the Congress 
has once again, just last month, ex
pressed its view that GI bill benefits 
for correspondence training should 
continue to be paid. 

I believe that this should be accept
ed as a definitive resolution of the 
issue. 

Mr. GARN. Mr. President, I very 
much agree with the views that the 
able ranking minority member of the 
Veterans' Affairs Committee has ex
pressed on this subject. In this connec
tion, I would note that, upon my rec
ommendation and that of the Subcom
mittee on HUn-Independent Agencies, 
the Appropriations Committee, in re
porting the pending measure, rejected 
the House proviso. As stated on page 
79 of our committee's report-Senate 
Report No. 97-549-on this measure: 

The Committee believes that correspond
ence training represents a cost-effective 
educational program for those veterans who 
cannot attend school on a full-time basis. 

Mr. CRANSTON. Mr. President, I 
hope that, in conference on this ap
propriations measure, this clear posi
tion taken by the Appropriations Com
mittee will be instrumental in convinc
ing the House to recede from its posi
tion on the payment of these benefits. 

Mr. GARN. The Senator from Cali
fornia can be sure that I will do all 
that I can to uphold the Senate posi
tion. 

Mr. CRANSTON. I thank the distin
guished Chairman for that assurance 
and for his support on this issue gen
erally. I greatly appreciate his efforts 
thus far to insure that needed GI bill 
benefits continue to remain available 
to the Nation's Vietnam-era veterans. 
I trust that the other conferees on 
this measure will provide him with 
strong assistance on this issue. 

I should add that we on the author
izing committee, the Committee on 
Veterans' Affairs, feel strongly that 
statutory entitlements and benefits 
under the provisions of title 38 should 
not be restricted or terminated in leg
islation developed outside the author
izing committee process. 

Mr. President, I would like to com
ment briefly on some other matters re
lating to the VA that are also ad
dressed in the pending measure. 

MEDICAL CARE AND RESEARCH ACCOUNTS 

Mr. President, I urge the Senate con
ferees to give sympathetic consider
ation to accepting the appropriation 
levels in the House bill in both the 
medical care and medical and pros
thetic research accounts. In both ac
counts, the levels as passed by the 
House will result in higher employ
ment levels. As my colleagues realize, 
the VA health-care system is very 
labor intensive, and available staffing 
levels in recent years, both for direct 
care in research activities, have not 
been sufficient for the agency to full
fill its various health-care missions in 
an optimal fashion. 

With specific reference to the medi
cal and prosthetic research account, I 
note that the Senate committee added 
$10 million to the administration's re
quest "to be applied by the VA to re
store the program back to the fiscal 
year 1981 level and to provide addi
tional funding to V A's highest priority 
research.'' This action responds direct
ly to the Veterans' Affairs Commit
tee's recommendation to the Budget 
Committee in the Veterans' Affairs 
Committee's "Budget Views and Esti
mates" for fiscal year 1983, and I 
thank my good friend from Utah, Mr. 
GARN, and the others on his subcom
mittee and the full Appropriations 
Committee for their support in this 
matter. 

The Veterans' Affairs Committee re
gards the V A's research efforts as 
being of great importance to the agen
cy's ability to provide quality medical 
care. With specific reference to the 
VA's use of the additional $10 million, 
I note that the Veterans' Affairs Com
mittee proposed an allocation of $7.5 
million for medical research, $2 mil
lion for rehabilitative research, and 
$0.5 million for health services re
search, an allocation conforming to 
the fiscal year 1981 breakout among 
research activities that we trust is ac
ceptable to the Appropriations Com
mittee. 
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As a final point relating to the fund

ing for VA research in fiscal year 1983, 
I hope that the action of the Congress 
in restoring the funding level at least 
to the fiscal year 1981 level will enable 
the agency to again fund, at the full 
$2 million level, the program begun by 
the VA in 1979 for supporting innova
tive research projects that are not ac
cepted for funding in the normal peer 
review process. This program, which 
was established at my urging, is a very 
important element in the V A's overall 
research effort, and funding at the 
full $2 million level adopted in prior 
years would be an important indica
tion of continued support within the 
VA for this approach to supporting 
possible breakthrough research. 

GENERAL OPERATING EXPENSES 
Mr. President, I am very pleased 

that the pending measure restores $5 
million of a $7 million reduction made 
by the House to the general operating 
expense appropriation. I urge the 
Senate conferees to press hard in the 
conference to secure House acceptance 
of the Senate level in this account. A 
reduction of the magnitude adopted 
by the House--which would have to be 
taken primarily in the department of 
veterans' benefits-would have a sig
nificant adverse impact on the agen
cy's actions in a number of areas, most 
particularly in its ability to process 
claims for benefits in a fair and timely 
manner. 

LOS ANGELES OUTPATIENT CLINIC 
I am very gratified that my good 

friend from Utah, Mr. GARN, included 
in the committee's report the situation 
concerning the V A's outpatient clinic 
in Los Angeles. I agree wholeheartedly 
with the committee's recognition that 
"the leasing arrangement for the ex
isting facility has posed serious diffi
culties in recent years" and I com
mend the committee for its recogni
tion that-

[Tlhe construction approach [of a re
placement facility in the same general vicin
ity] could potentially provide a more cost-ef
fective and stable long-term solution than 
leasing the existing facility. 

In my view, adopting the construc
tion approach is justified and should 
be undertaken as soon as feasible. 
Thus, I urge that the Senate conferees 
recede to the House in conference and 
include $3 million in fiscal year 1983 
for design and site acquisition and 
preparation for a new outpatient clinic 
in Los Angeles. 
VA CONSTRUCTION PROJECT AT MURFREESBORO, 

TENN. 

Finally, Mr. President, I wish to dis
cuss at some length the appropriation 
in the pending measure of $1.7 million 
for the design and site preparation 
phase of a clinical addition and alter-
ations project at the Murfreesboro, 
Tenn., Veterans' Administration Medi
cal Center. This project is part of an 
effort to augment the affiliation ar
rangement between Murfreesboro 

V AMC and Meharry Medical College 
of Nashville, Tenn., which in turn is 
one facet of a larger Federal Govern
ment action to assist Meharry, one of 
the principal institutions in the coun
try for training black physicians, to 
remain a strong medical training facil
ity. 

Mr. President, I have been following 
very closely the situation at Meharry 
since this spring when I was contacted 
by a number of individuals expressing 
concern about Meharry's future, most 
particularly about the school's profes
sional accreditation. One of the most 
significant problems facing Meharry is 
the school's limited access to clinical 
teaching beds, and one solution that 
was proposed was for Meharry to es
tablish an affiliation arrangement 
with the Nashville V AMC. 

Mr. President, I wrote to the VA's 
Chief Medical Director, Dr. Donald L. 
Custis, on April 28, 1982, regarding my 
concerns about Meharry and urged 
that certain action be undertaken. I 
ask unanimous consent that my letter 
to the Chief Medical Director, togeth
er with his interim reply, dated June 
24, 1982, and his final reply, dated 
July 14, 1982, be printed in the RECORD 
at this point. 

There being no objection, the letters 
were ordered to be printed in the 
REcoRD, as follows: 

U.S. SENATE, 
CoMMITTEE ON VETERANs' AFFAIRS, 

Washington, D.C., April28, 1982. 
Dr. DoNALD L. CUsTIS, 
Chief Medical Director, Veterans' Adminis

tration, Washington, D.C. 
DEAR DoN: I am writing with reference to 

the request by Meharry Medical College of 
Nashville, Tennessee, to participate in an af
filiation agreement with the Veterans' Ad
ministration Medical Center in Nashville. I 
have received numerous expressions of con
cern from inside and outside California 
about the very serious situation that Me
harry is confronting. 

I recognize that affiliation agreements 
are, in the first instance, matters for local 
VA medical center consideration and action 
and are not generally susceptible to close di
rection from Central Office. In this regard, 
I am aware that V AMC Nashville has a 
long-standing, extensive affiliation relation
ship with Vanderbilt University. 

Nevertheless, there are other elements in 
this particular case-such as Meharry's role 
as one of the principal institutions for train
ing Black physicians, the school's record in 
placing physicians in shortage areas, the 
Federal Government's substantial financial 
support for the school to date, and the seri
ousness of Meharry's current need for the 
affiliation, which, if unmet, would apparent
ly threaten the school's continued exist
ence-that warrant special consideration 
being given to Meharry's request to partici
pate in an affiliation agreement with V AMC 
Nashville. 

Thus, I believe that the involvement of 
the Department of Medicine and Surgery's 
Central Office is necessary and appropriate, 
and I urge that you designate a small task 
force to investigate this matter. I would sug
gest that such a group might include, 
among others, the Acting Associate Deputy 
Chief Medical Director, the Assistant Chief 

Medical Director for Academic Affairs, the 
Regional Director for the Southeastern 
Region, and a Black VA hospital director or 
chief of staff or other DM&S official of 
comparable rank and would urge that they 
investigate the situation thoroughly, but as 
soon as possible, and report to you on their 
findings. To this end, I believe it would be 
necessary and appropriate for the VA offi
cials selected to visit Nashville and meet 
with leaders at the three institutions con
cemed-VAMC Nashville, Vanderbilt Un1-
versity, and Meharry-and then meet with 
officials of accrediting bodies that have 
raised concerns about Meharry's current 
status and need for additional clinical train
ing capacity, representatives from the De
partment of Health and Human Services fa
miliar with the Federal Government's sup
port of Meharry, and such others, including, 
for example, officials of the National Medi
cal Association, the Association of American 
Medical Colleges, and the National Associa
tion for the Advancement of Colored 
People, who would be in a position to pro
vide an outside perspective on the current 
situation and on ways to reach a fair and 
appropriate resolution of Meharry's request. 

Don, I attach considerable urgency to this 
matter and would greatly appreciate your 
giving it your very prompt and personal at
tention. I look forward to receiving your re
sponse to my suggestions and, ultimately, a 
report from you on your decision on Me
harry's request. 

With warm regards, 
Cordially, 

ALAN CRANSTON, 
Ranking Minority Member. 

VETERANS ADKINISTRATION, DE· 
PARTMENT OF MEDICINE, AND SUR
GERY, 

Washington, D. C., June 24, 1982. 
Hon. ALAN CRANsToN, 
Ranking Minority Member, Committee on 

Veterans' Affairs, U.S. Senate, Wcuhing
ton, D.C. 

DEAR SENATOR CRANSTON: Thank you for 
your letter on the matter of support for Me
harry Medical College. I have delayed my 
answer hoping that by now a definitive reso
lution would have been reached to the 
mutual satisfaction of all interested parties. 
Although such an accomplishment is ex
pected soon, I think it best to provide this 
interim reply. 

I assure you this problem has been receiv
ing serious attention. A federal interagency 
task force, chaired by the Department of 
Health and Human Services in which the 
Veterans Administration is represented, has 
been exploring options for assisting Me
harry with its multifaceted difficulty in 
maintaining its accreditation. 

Meharry's need for an expansion of a clin
ical teaching base is one aspect of the prob
lem, with which the VA can be of assistance 
while still maintaining the . current high 
quality of veteran patients' medical care. 
Other issues are financial, class size and fac
ulty capability. As you know, the impact of 
any solution on Vanderbilt Medical School 
resources is also at stake. The task force ap
preciates that the views and relationships of 
all concerned are important considerations 
in reaching final decisions. 

We will keep you informed of final devel
opments. 

Sincerely, 
DONALD L. CUSTIS, M.D., 

Chief Medical Director. 
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VETERANS .ADMINISTRATION, DE

PARTMENT OF MEDICINE ANj) SUR
GERY, 

Washington. D.C., July14, 1982. 
Hon. ALAN CRANSTON, 
Ranking Minority Member, Committee on 

Veterans' Affairs, U.S. Senate, Washing
ton. D.C. 

DEAR SENATOR CRANSTON: As promised, I 
would like to bring you up-to-date regarding 
Meharry Medical College. 

On June 25, Secretary of Health and 
Human Services, RichardS. Schweiker, an
nounced the President's decision to assist 
Meharry in fulfilling its medical training 
mission by putting into effect three recom
mendations. The first was that the Depart
ment of Health and Human Services will 
seek to arrange to prepay the outstanding 
balance of the ·loan under which Meharry's 
Hubbard Hospital was financed with a HHS 
loan guarantee. The second recommenda
tion was to ask the VA to move expeditious
ly to expand the existing affiliation between 
Meharry Medical College and Murfreesboro, 
Tennessee, VA Medical Center. That will 
provide, over the next one-to-three years, an 
additional 200 teaching beds in internal 
medicine and surgery. That action will both 
expand the resources in the mid-Tennessee 
area for providing services to veterans as 
well as provide Meharry with an expanded 
educational base for its medical student and 
house staff training programs. Third, an in
terim arrangement for increased clinical 
teaching resources will result from Vander
bilt University's indicated willingness to 
enter into discussions with Meharry Medical 
College, related to providing interim access 
to Vanderbilt educational programs for a 
number of Meharry house staff and medical 
students. 

In addition, the President strongly urges 
and expects the appropriate state and local 
officials, as well as the private sector, to 
fully cooperate in the undertaking. The task 
force that made the recommendations upon 
which the President acted consisted of rep
resentatives of the VA, the Department of 
Health and Human Services, the Depart
ment of Education, the Department of Jus
tice, and the Office of Management and 
Budget. A site team did visit Nashville as 
you mentioned in your original letter and it 
consisted of two representatives from the 
VA and two representatives from Health 
and Human Services. 

Rest assured that we will continue to 
monitor Meharry's progress with its accredi
tation status and to assist in ways that are 
mutually beneficial to both the Medical Col
lege and the Veterans Administration. 

Sincerely, 
DONALD L. CUSTIS, M.D., 

Chief Medical Director. 
Mr. CRANSTON. Mr. President, in 

light of my concerns regarding Me
harry's status, I am pleased that the 
Appropriations Committee took the 
action it did to include $1.7 million for 
the initial phase of this construction 
project. The administration proposed 
funding this initial phase through a 
reprograming of major working re
serve funds to the construction, major 
projects account. The Appropriations 
Committee very wisely did not simply 
approve, by letter the proposed repro
graming but rather included the $1.7 
million appropriation in the pending 
measure. Although it was not clear 
that the reprograming request would 

have activated the requirement in sec
tion 5004(a) of title 38 for Veterans' 
Affairs Committees' resolution of ap
proval, the Appropriations Commit
tee's action, together with its express 
acknowledgement in its committee 
report of the Veterans' Affairs Com
mittee's role in authorizing the proj
ect, serves to underscore the impor
tance of the Veterans' Affairs Com
mittee's action in scrutinizing and, as 
appropriate, approving major VA med
ical construction projects before 
design work is funded and undertaken. 

Mr. President, despite my general 
satisfaction that action is being taken 
at this time to assist Meharry, I must 
express my misgivings about the many 
problems that have arisen already in 
connection with this construction 
project. As is set out in greater detail 
in the statement of the Veterans' Af
fairs Committee views that was en
closed with the letter the committee 
chairman <Mr. SIMPSON) and I sent to 
the majority leader <Mr. BAKER) and 
the Speaker of the House <Mr. 
O'NEILL) transmitting the Veterans' 
Affairs Committee's resolution approv
ing the initial phase of this project, 
there has been one unfortunate prob
lem after another associated with this 
project to date. 

Examples of these problems include 
the difficulty the VA had in timely 
transmitting a prospectus on the proj
ect to the Veterans' Affairs Commit
tee; the lack of accurate information 
in the prospectus; the continued un
certainty about the size and scope of 
the project, with estimates of the 
number of beds to be converted to 
teaching beds varying by 100 percent; 
the extremely short time for our com
mittee to consider the prospectus that 
was finally submitted and to do so 
without benefit of the comments on 
the project from concerned health 
system agencies, as is required by 
OMB Circular A-95; and the attempt 
by the agency to secure funding for 
the intitial phase-a process that 
might have circumvented the Veter
ans' Affairs Committee approval proc
ess through a reprograming action. 

In light of these and other problems, 
I am committed to scrutinizing very 
carefully all further activity regarding 
the proposed project. 

Mr. President, I ask unanimous con
sent that our September 21, 1982, 
letter to the majority leader, the com
mittee resolution of approval, and the 
document entitled "Senate Committee 
on Veterans' Affairs Views with Re
spect to Approval of the Design Por
tion of the Clinicial Addition and Al
terations Project at the Murfreesboro, 
Tennessee, Veterans' Administration 
Medical Center" to which I referred 
earlier be printed in the RECORD at 
this point. 

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

U.S. SENATE, 
COMKITTEE ON VETERANS' AFFAIRS, 
Washington. D. C., September 21, 1982. 

Hon. HOWARD H. BAKER, Jr., 
MaJority Leader, U.S. Senate, 
Washington. D.C. 

DEAR MR. MAJORITY LEADER: Pursuant to 
section 5004<a> of title 38, United States 
Code, the Senate Committee on Veterans' 
Affairs, by a poll of its members completed 
on September 21, 1982, has adopted the en
closed resolution approving the design and 
site preparation portions of a construction 
project at the Murfreesboro, Tennessee, 
Veterans' Administration Medical Center. 
Under section 5004<a>. no appropriation 
may be made for the construction of a VA 
Medical Center which involves a total ex
penditure of more than $2 million without 
the prior approval of both this Committee 
and the House Veterans' Affairs Committee. 
The total estimated cost of the proposed 
Murfreesboro construction project is $17 
million, of which $1.7 million is requested 
for design and site preparation purposes in 
FY 1983. 

In view of the swiftness with which this 
project was proposed and with which the 
Committee's approval of design develop
ment and site preparation was sought, the 
Committee has certain serious concerns re
lating to the project. These concerns are ex
pressed in the Statement of Committee 
views attached to the enclosed resolution of 
appro•:al. 

Sincerely, 
ALAN K. SIKPSON, 

Chairman. 
ALAN CRANSTON, 
Ranking Minority Member. 

U.S. SENATE, 
COMKITTD ON VETERANS' ArFAIRS, 
Washington. D.C., September 21, 1982. 

Hon. THOMAS P. O'NEILL, Jr., 
Speaker, Home of Repruentative&, 
Washington. D. C. 

DEAR MR. SPEAKER: Pursuant to section 
5004<a> of title 38, United States Code, the 
Senate Committee on Veterans' Affairs, by 
a poll of its members completed on Septem
ber 21. 1982, has adopted the enclosed reso
lution approving the design and site prepa
ration portions of a construction project at 
the Murfreesboro, Tennessee, Veterans' Ad
ministration Medical Center. Under section 
5004<a>. no appropriation may be made for 
the construction of a VA Medical Center 
which involves a total expenditure of more 
than $2 million without the prior approval 
of both this Committee and the House Vet
erans' Affairs Committee. The total estimat
ed cost of the proposed Murfreesboro con
struction project is $17 million, of which 
$1.7 million is requested for design and site 
preparation purposes in FY 1983. 

In view of the swiftness with which this 
project was proposed and with which the 
Committee's approval of design develop
ment and site preparation was sought, the 
Committee has certain serious concerns re
lating to the project. These concerns are ex
pressed in the Statement of Committee 
Views attached to the enclosed resolution of 
approval. 

Sincerely, 
ALAN K. SIKPSON, 

Chairman. 
ALAN CRANSTON, 
Ranking Minortt11 Member. 
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RBSOLUTION or THJ: COIIKITTD ON VE'.l'ERAlfS' 

.ArrAIRS 
Resolved by the Committee on Veterans' 

A.lfairs of the United Statu Senate. pursuant 
to section 5504<a> of title 38, United States 
Code, that the development of a design and 
the site preparation for the medical con
struction proJect entitled "Clinical Addition 
and Alterations" at the Murfreesboro, Ten
nessee, Veterans' Administration Medical 
Center is approved This approval is effec
tive with respect to appropriations in an 
amount not to exceed $1,700,000. The total 
estimated cost of such design and site prepa
ration is $1,700,000. 

AI..uf K. SDIPSON, 
Chairman. 

AI..uf CRANSTON, 
Ranking MinoritJI Member. 

Adopted: September 21, 1982. 

SENATE CoiDIITTD ON VE'.l'ERAlfs' ArrAIRS' 
VIEWS WITH RESPECT To APPROVAL or no: 
DESIGN PORTION or no: CI.mlcAL ADDITION 
AND ALTERATIONS PROJBCT AT THJ: MUR· 
FREESBORO, TENN., VE'.l'ERAlfS' ADIIIlfiSTRA· 
TION MEDICAL CENTER 
Pursuant to section 5004<a> of title 38, 

United States Code, the Senate Committee 
on Veterans' Affairs has, by resolution 
dated September 21, 1982, approved the 
design and site preparation portion of a pro
posed medical construction project entitled 
"Clinical Addition and Alterations" at the 
Murfreesboro, Tennessee, Veterans' Admin
istration Medical Center. 

.JUSTIFICATION FOR APPROVAL 

Despite the reservations and uncertainties 
expressed below, the Committee has taken 
action to approve the development of the 
design and site preparation phases of this 
proJect because of Meharry Medical Col
lege's national significance in training Black 
medical students and producing significant 
numbers of physicians to practice in under
served areas; because of the need for this 
proJect to move ahead expeditiously in 
order to enable Meharry to retain its accred
itation; because of the upgrading of the 
health-care services for veterans that may 
be expected to result from a strengthened 
Murfreesboro-Meharry affiliation and from 
the renovation and expansion of facilities at 
the Murfreesboro V AMC; and in the inter
est of avoiding a point of order, under sec
tion 5004<a> of title 38, United States Code, 
against the appropriation of the design and 
site preparation funds. 

BACKGROUND 

The Administration first made this proj
ect known to the Committee by means of an 
August 10, 1982, letter to the Chairman of 
the Committee from the Office of the Ad
ministrator of Veterans' Affairs, stating 
that the letter was transmitted in accord
ance with the provisions of section 5004 of 
title 38. Section 5004<a> requires submission 
to the Committees on Veterans' Affairs of a 
prospectus for each VA medical construc
tion proJect involving total expenditures of 
more than $2 million. No prospectus was 
submitted with that letter. However, the 
letter and an enclosed June 25, 1982, press 
release issued by the Secretary of Health 
and Human Services, indicated that, as part 
of the President's plan to assist Meharry 
Medical College in fulfilling its medical 
training mission, the VA was moving to 
expand the affiliation between :Meharry 
Medical College and the Murfreesboro 
VAMC. 

According to that release, the expanded 
affiliation "will provide over the next one to 

three years, 100 to 200 teaching beds in in
ternal medicine and surgery" The V A's 
letter stated that "approximately 200 teach
ing beds" are required and that the VA pro
posed to meet that need through conversion 
of existing intermediate care beds to acute 
medical and surgical beds. The letter also 
noted that a modest surgical program and 
an ambulatory care clinic would also be es
tablished and that the estimated cost for 
necessary construction for the proJect is $17 
million. The VA stated that it would "re
quire 41.7 million to contract for working 
drawings in fiscal year 1983, to be obtained 
by a reprogramming from the MaJor Work
ing Reserve" and that "[clonstruction funds 
will be requested in a future budget." In the 
letter, the VA requested "[aluthorization of 
$1.7 million for design". 

By letter dated August 11, 1982, the VA 
informed the Chairman of the Veterans' Af
fairs Committee that it was "initiating 
action to reprogram $1.7 million for the 
design of a clinical addition and renovation 
proJect" at the Murfreesboro V AMC. En
closed with that letter was a copy of a letter 
of the same date to the Chairman of the 
Senate Appropriations Committee propos
ing that the $1.7 million needed for a con
tract for working drawings for the project in 
fiscal year 1983 be reprogrammed from the 
VA's MaJor Working Reserve to its Con
struction, Major Projects account. Enclosed 
with the letter to the Appropriations Com
mittee Chairman was a one-page explana
tion of the reprogramming request stating 
that a prospectus for the project was at
tached. The attachment, entitled "Clinical 
Addition and Alterations" indicates that 200 
beds will be renovated, that new construc
tion will provide for an expanded outpatient 
clinic and two-operating-room surgical suite, 
and that other work will expand certain 
other services and correct various existing 
deficiencies. 

On September 10, 1982, the VA submitted 
to the Chairman of the Veterans' Affairs 
Committee a letter noting that it had in
tended to enclose a prospectus with its 
August 10 letter to him and corrected that 
inadvertent omission by providing an updat
ed version of the prospectus. The updated 
prospectus indicated the V A's intention to 
request that funds for the construction 
phase of the project, in the amount of $15.3 
million, be appropriated for fiscal year 1984. 

On September 17, 1982, the VA notified 
the Committee that the term "design" as 
used in the context of the Murfreesboro re
quest was understood by the VA to encom
pass site preparation as well. 

DISCUSSION 

Three aspects about this proposed con
struction proJect are most unusual. First, 
the size and scope of the project are unclear 
at this point. Second, the VA has not yet re
ceived local Health Systems Agency com
ments under OMB Circular A-95. Third, the 
reprogramming proposal circumvents the 
normal Committee authorization process. 

Undetermined scope of the proJect 
The Committee notes that the size of this 

project is apparently not yet established Al
though the updated prospectus submitted 
on September 10 seems to indicate that the 
project would provide 200 teaching beds and 
states that the "[slcope and requirements 
were finalized on August 2, 1982", at a Sep
tember 1, 1982, hearing of the Special Over
sight Subcommittee of the House Veterans' 
Affairs Committee in Nashville, Tennessee, 
the VA General Counsel testified that the 
number of new teaching beds planned was 

"100 to 200". Moreover, according to the up
dated prospects, three conceptual alterna
tives for the construction are still under 
consideration and the gross square foot area 
of new construction and alterations will not 
be determined until preliminary plans are 
completed in December of this year. 

Thus, at this point, the ultimate construc
tion cost estimate of $17 million and hence 
the 10-percent $1.7 million estimate for 
design and site preparation must be consid
ered very rough and contingent upon a final 
decision on the scope of the project. 

Accordingly, the estimates for VA Medical 
Care account expenditures in FY 1983 and 
1984 for the expanded affiliation and relat
ed project activations must also be seen as 
lacking precision. In a September 3, 1982, 
letter responding to a Committee staff re
quest, the V A's General Counsel provided 
an estimate of the fiscal year 1983 and 1984 
medical care costs of the expanded affilt
ation-$2,280,000 and 69 full-time-equiva
lent employees <FrEE's) in fiscal year 1983 
and $5,141,000 and 134 FTEE's in fiscal year 
1984. He also advised that the agency in
tended to request in January 1983 "a sup
plemental 1983 appropriation in the amount 
of $2.28 million to cover the cost of the ex
panded affiliation." He noted: "These funds 
will not actually be needed by the Veterans' 
Administration until April of 1983, the 
period of time at which the medical care 
beds will become operational." It seems 
clear to the Committee that the ultimate 
dollar amounts and FTEE figures will 
depend upon the number of new teaching 
beds that are eventually provided. 

Incomplete A-95 process 

It also appears that the VA has not yet 
fully complied with its Office of Manage
ment and Budget Circular A-95 processes. 
Although State and Areawide Clearing
houses were notified of the project on 
August 5, 1982, VA regulations implement
ing Circular A-95 require a 60-day comment 
period, and the VA has not yet received any 
Health Systems Agency comments. This is 
the first time since the section 5004 Com
mittee approval process was enacted in 1979 
that approval has been sought for a project 
before the completion of the A-95 comment 
process. 

Committee approval process 

Design and Site Preparation Phase 
The Committee also notes that the Ad

ministration proposal that funding for the 
design and site preparation phase be ob
tained through reprogramming of MaJor 
Working Reserve funds to the Construction, 
MaJor Projects account would not activate 
the requirement in section 5004<a> of title 
38 for Veterans' Affairs Committees' resolu
tions of approval. Under that provision, the 
Veterans' Affairs Committees' approval is 
required only as a prerequisite to <that is, to 
avoid a point of order against> the making 
of appropriations for certain medical con
struction projects and leases. In this in
stance, the proposed reprogramming would 
entail only the use of funds appropriated in 
prior years, for the design and site prepara
tion costs of the Murfreesboro proJect-not 
the making of an appropriation in fiscal 
year 1983. 

In the Committee's view, the approval 
process set forth in section 5004 of title 38 
was enacted in contemplation of the Veter
ans' Affairs Committees' scrutinizing and, as 
appropriate, approving major VA medical 
construction projects before design and site 



September 24, 1982 CONGRESSIONAL RECORD-SENATE 25087 
preparation work on major construction 
projects is funded and undertaken. 

In this regard, the Committee is very 
pleased that the Senate Appropriations 
Committee, rather than simply approving, 
by letter, the proposed reprogramming, has 
reported a fiscal year 1983 HUn-Independ
ent Agencies appropriations measure, H.R. 
6956, that contains an appropriation of $1.7 
mill1on for the design portion of this proj
ect. Thus, the table in that Committee's 
report (pages 84-85 of S. Rept. No. 97-549) 
setting forth the projects for which H.R. 
6956 would make appropriations in the Con
struction, Major Projects account includes 
this $1.7 mill1on for the Murfreesboro 
V AMC, with a like sum included in a "gener
al reduction" totalling $11.7 mill1on from 
the Major Working Reserve. Moreover, the 
Appropriations Committee noted in its dis
cussion of this project <id. at 86): 

"In order not to slow down the process of 
providing for the new beds at Murfreesboro, 
Tennessee, to support the new Meharry af
filiation, the Committee has taken the 
highly unusual step, prior to submission of 
complete justification and authorizing com
mittee action pursuant to section 5004 of 
title 38, of the United States Code of ap
proving the $1,700,000 to initiate this impor
tant project. As this appropriations act pro
ceeds through the Congress, the Committee 
plans to carefully review the findings and 
action of the Veterans' Mfairs Committees 
relative to this project." 

The Committee on Veterans' Mfairs ap
preciates the Appropriations Committee's 
recognition of the importance of the au
thorizing committee process and intends the 
resolution of approval to be of assistance to 
both Appropriations Committees and both 
Houses in their further deliberations on the 
action they take in response to the V A's 
proposal. 

Construction Phase 
As already discussed, the Committee is 

concerned that this project was hastily for
mulated and unclearly defined in scope. Al
though justification has been offered with 
respect to Meharry's accreditation needs 
and its important function of training sig
nificant numbers of Black physicians, many 
of whom practice in underserved areas, the 
relationship between this project and the 
primary objectives of the VA medical facili
ty construction program-including objec
tive criteria which the Administrator has in
dicated are under development-has not 
been articulated to the Committee. In this 
regard, before any request for approval of 
the construction phase of this project is 
acted upon by this Committee, the Commit
tee will hold a hearing and conduct a thor
ough inquiry into all aspects of the project 
and its stated justifications. Any Committee 
approval of the construction phase will of 
course be contingent upon the resolution of 
the issues noted above and the submission 
of an updated and detailed prospectus as en
visioned by section 5004<b>. 

CONCLUSION 

Mr. CRANSTON. Mr. President, in 
closing, I again express my deep ap
preciation to my good friend from 
Utah <Mr. GARN) for his cooperation 
with me and his great courtesy in lis
tening to my views on various issues 
related to the VA as he has worked to 
develop this measure. I also want to 
note the fine work of his staff assist
ant on the subcommittee, Wallace 
Berger, and to thank him for his will-

ing cooperation with staff members of 
the Veterans' Affairs Committee. I 
deeply appreciate the many courtesies 
shown to me and the minority staff of 
the Veterans' Affairs Committee, and 
I am pleased to give my support to the 
VA appropriations in the pending 
measure. 

Mr. PRESSLER. Mr. President, I 
would like to commend the Appropria
tions Committee's action to retain the 
75/25 large/small cities ratio in the 
urban development urban grant pro
gram. 

The House had recommended that 
this ratio be ended because some $100 
million was left in the fund last year. 
The Senate Appropriations Committee 
wisely decided that the surplus was 
due to the amount of redtape neces
sary to receive these funds rather than 
a lack of need on the part of our small 
cities. I wholeheartedly support their 
recommendation that HUD reexamine 
their regulations pertaining to UDAG 
money. 

In my own State of South Dakota, 
our capital city of Pierre is just begin
ning the process of applying for 
UDAG money. Their project is an am
bitious and a worthy one. Pierre hopes 
to completely revitalize their water
front area and thus give a boost to the 
surrounding business district. The first 
step of their project will be the con
struction of a hotel/ convention com
plex which will attract many visitors 
to the city. Private money has already 
been lined up to completely cover the 
costs of constructing the center. Fed
eral money will be used to buy the 
necessary land. 

We have already seen the great suc
cesses of large cities like Baltimore 
which benefited the entire communi
ty. I believe it is of vital importance 
that we give our smaller cities the 
chance to do the same. In many ways, 
our small cities have suffered even 
more than larger ones in recent years. 
It is very difficult to attract new busi
nesses and workers to cities which are 
badly in need of rehabilitation. 

Once again, I want to commend the 
Appropriations Committee on its ac
tions and I urge them to continue 
their fight in conference committee. 

Mr. DOMENICI. Mr. President, I 
would like to commend my distin
guished colleagues, Senators HATFIELD 
and GARN, and the members of the Ap
propriations Committee for reporting 
the HOD-independent agencies appro
priation bill expeditiously. We may be 
able to enact a final bill before the 
recess. 

I support the bill as reported by the 
Appropriations Committee. H.R. 6956 
provides $47.5 billion in new budget 
authority and $33 billion in outlays for 
fiscal year 1983 for important activi
ties of the Department of Housing and 
Urban Development, Veterans' Admin
istration, Environmental Protection 

Agency, NASA, and numerous inde
pendent Federal agencies. 

I must note, however, that when 
outlays from prior year commitments 
and possible later requirements are 
taken into account, the BUD-Inde
pendent Agencies Subcommittee, 
while $9 billion in budget authority 
below its 302<b> crosswalk allocation, 
will be above its outlay allocation by 
$0.3 billion. 

Senator GARN has brought us a bill 
that meets the spirit of budget re
straint in the first budget resolution. 
However, with the $0.3 billion outlay 
overage, it will be necessary for the 
Appropriations Committee to achieve 
savings elsewhere in order to stay 
within its total outlay allocation of 
$459.4 billion under the budget resolu
tion. The appropriations process re
mains bound by that ceiling. 

The Senate Budget and Appropria
tions Committees have differences in 
the scoring of $1.1 billion in manage
ment initiative savings related to these 
programs. The Budget Committee 
does not count those savings. The Ap
propriations Committee does. But I 
will not take issue with this item 
today. 

I must, however, oppose any amend
ments to H.R. 6956 where enactment 
would result in additional fiscal year 
1983 outlays. 

The Senate bill provides: $3.8 billion 
in new budget authority and $180 mil
lion in contract authority for assisted 
housing. This will support 94,000 units 
of housing in fiscal year 1983, includ
ing 16,000 units for the elderly or 
handicapped; 3,000 units of Indian 
housing; and 75,000 units slated for 
conversions and property disposition; 
Enactment of the Senate bill should 
result in a total fiscal year 1983 pro
gram level of $10 billion for the con
struction, rehabilitation and modern
ization of assisted housing, taking into 
account the expected carryover and 
recapture of $6 billion in budget au
thority; Senator DoliiENICI $1.3 billion 
for payments for operation of low
income housing projects; $3.5 billion 
for community development grants 
and $0.4 billion for urban development 
action grants; $24.1 billion for the pro
grams of the Veterans' Administra
tion, which is consistent with the 
President's budget request for in
creased funding for medical care, re
search, and hospital construction; $3.7 
billion for EPA, which is $0.1 billion 
more than was requested by the Presi
dent, but still slightly below the fiscal 
year 1982 appropriation; $6.4 billion 
for NASA, which is $0.2 billion less 
than was requested by the President. 
This reduction primarily results from 
a provision requiring $0.4 billion in 
offsetting reimbursements from DOD 
for use of the Space Shuttle; $1.1 btl
lion for the National Science Founda
tion, which Is the same amount re-
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quested by the President and assumed 
in the first budget resolution; and $0.6 
billion for the Federal Emergency 
Management Agency. 

HUD-INDEPENDENT AGENCIES SUBCOMMmEE CREDIT 
TOTALS 

[In billions of dolars] 

H.R. 6956, as reoorted in Senate, with 
cll:ect loan cd&ations ~ from 
pnor .year commitments and otfier ac-

New 
cirect 
klan 

obiga
tions 

fiSCal year 1983 

New loan guarantee 
commitments 

GREAT LAKEs WATER QuALITY: RESOLUTION 
OP THE GREAT LAKEs COlfPI:R.ENCJ: ON WATER 
Whereas, the United States and Canada 

have entered into an Agreement to protect 
the water quality of the Great Lakes; and 

Whereas, it is the position of the Great 
Lakes States that such an Agreement is 
vital and necessary to assure the continued 
high quality of the Great Lakes; and 

Whereas, Ontario and Canada have a fed
eral provincial agreement which funds their 
obligation to the Great Lakes water quality 
agreement; and 

With respect to the credit budget, 
the Senate-reported bill provides $2.9 
billion in new direct loan obligations, 
$59.7 billion in new primary loan guar
antee commitments, and $68.3 billion 
in new secondary loan guarantee com
mitments. The bill provides no money 
for Federal Financing Bank <FFB> 
purchases of low-rent public housing 
bonds guaranteed by the Department 
of Housing and Urban Development or 
Ginnie Mae purchases of mortgages 
insured by the Federal Housing Ad
ministration, thereby causing the sub
committee to be $3.1 billion under its 
first budget resolution allocation for 
new direct loan obligations. This 
action also causes the subcommittee to 
be $3 billion over its allocation for new 
primary loan guarantee co:mmitments, 
since a reduction in new obligations to 
make direct loans that are guaranteed 
by other Federal agencies increases 
new primary loan guarantee commit
ments. This overage probably will not 
create a problem with the credit 
budget ceilings in the budget resolu
t ion. 

tions ccm,lleled ~ HUI).Inde. 

r.r=.~ 9(b)(;) ~·:: 
~ re::·::::::::::::::::::::::::::::::::::::::: 
Subcommittee total compared IO: 

2.9 
6.0 
2.6 
3.6 

59.7 
56.7 
58.9 
53.6 

Whereas, the Comptroller General of the 
=:~ United States has found that the United 
68.3 States is having difficulty meeting its com-
38.4 mitments under the Agreement; and 

An adjustment in the subcommit tee 
totals has been made to assure that 
entitlement programs contained in 
this bill are charged at the levels as
sumed in the first budget resolut ion. 
This permits discretionary amounts in 
the bill to be compared to the subcom
mittee allocations under the first 
budget resolution. 

Mr. President, I ask unanimous con
sent that two tables showing the rela
tionship of the reported bill, together 
with possible later requirements, to 
the congressional spending and credit 
budgets and the President's budget re
quests be printed in the RECORD. 

filS! budget resolution 9(b)(2) alloca-
tion level ...................... -..................... . 

~re::::::::::::::::::::::::::::::::::::: 
- 3.1 
+.3 
- .7 

+3.0 ................. . 
+.8 ................. . 

+6.1 +29.9 

GREAT LAKES WATER QUALITY 

Mr. PERCY. Mr. President, I wish to 
take this opportunity to commend the 
HUD and Independent Agencies Ap
propriations Subcommittee for its 
action regarding Great Lakes water 
quality programs. The subcommittee 
added $3.5 million to the administra
tion's request for EPA Great Lakes 
programs. In addition, the report ac
companying the bill instructs the EPA 
to "provide the management, focus, 
and visibility to this program that it 
needs in order to effectively address 
the problems of the Great Lakes.'' 

The administration's fiscal year 1983 
budget sharply reduced Federal Great 
Lakes water quality funding, particu
larly spending on environmental re
search and monitoring efforts. The 
proposed cuts run counter to U.S. com
mitments to the Canadians under a 
1978 agreement on water quality, and 
I have protested the reduction to the 
President. In my judgment, the pro
posed reductions were a false econo
my. Research and monitoring pro
grams are the watchdogs and early 
warning systems of pollution in the 
Great Lakes. 

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

The Great Lakes contain 20 percent 
HUD-INDEPENDENT AGENCIES SUBCOMMITTEE SPENDING of the world's and more than 95 per-

TOTALS cent of the Nation's surface fresh 

[In billions of cdars] 
water. Illinoisans, and other midwest
erners, depend on this resource for 
personal and industrial use, as well as 

Fiscal year 1983 recreational pleasure. Indeed, the = Outlays quality of life of the Great Lakes 
____________ ____:___ region is dependent on the quality of 
Outlays from prior-year budget authority and other 

a~iiie·swt~::::::::::::::::::::::::::::::::::· ......... 7:f 

~~~~.~~istiiieiit". ·
2 

benefits .......................... ._ ...................................................... .. 

water of the Great Lakes. For this 
23.0 reason, I was particularly concerned 
33·0 over proposed reductions in Great 

.1 Lakes environmental programs. 

.8 I am pleased that the Senate has 
Total tor HUD-Independent Aaencies Slb:om- acted to restore funding for these pro-

mittie............................................................. 47.7 56.9 grams, and directed that the EPA 
Decb:l entitlement R:reases 111M first budaet resolu- place high priority on them. I thank 

lion assumptions .............................................................. - .2 ················ the committee. 

~~~~~:=~;-;~~- ~1 ~~ ~s~~~~~1i~ 
_________ ___:::_____ The resolution and letter follow: 

Whereas, the Great Lakes States were not 
signatories to the 1972 and 1978 Great 
Lakes Water Quality Agreement; and 

Whereas, many of the programs necessary 
to meet the objectives of the Agreement are 
the responsibilities of the states; and 

Whereas, it is clear that United States 
funding, as now recommended, will not be 
adequate to meet Agreement objectives re
lated to municipal waste treatment water 
quality programs, Great Lakes monitoring 
and Great Lakes research; and 

Whereas, no mechanism exists that re
lates the responsibilities of the government 
of the United States and the governments 
of the Great Lakes States to meet the objec
t ives of the Great Lakes Water Quality 
Agreement; 

Now, therefore, be it resolved, by the un
dersigned States, That there be transmitted 
to the President and the United States Con
gress a request for the establishment of a 
formal arrangement between the United 
States Government and the Great Lakes 
States to meet the objectives of the Great 
Lakes Water Quality Agreement, and that 
adequate funding be directed to maintain 
research, monitoring and programs essential 
to the implementation of the terms of 
Agreement. 

U.S. SENATE, 
COIDIITTEE ON FOREIGN RELATIONS, 

Washington. D.C., April26, 1982. 
The PREsmENT, 
The White Home. 
Washington. D. C. 

DEAR MR. PR!:smENT: I wish to take this 
opportunity to express my deep concern 
over a matter relating to United States and 
Canadian relations. 

The Great Lakes Water Quality Agree
ment was entered into by the United States 
and Canada to restore and enhance water 
quality in the Great Lakes. You made refer
ence to the Agreement during your trip to 
Ottawa last year. In addressing a joint ses
sion of the Canadian parliament, you stated 
that you "want to continue to work coopera
tively to understand and control the air and 
water pollution that respects no borders." 

Article VI of the Water Quality Agree
ment of 1978 requires each nation to imple
ment a coordinated environmental surveil
lance and monitoring program in the Great 
Lakes. In line with this, Article XI of the 
Agreement requires each nation to seek ap
propriations for the research programs, "in
cluding the funds needed to develop and Im
plement the programs . . . in Article VI."' 
The Administration's fiscal year 1983 
budget, however, sharply reduces federal 
Great Lakes environmental research, a re
duction of approximately eighty percent 
from funding levels of two years ago. 
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The Environmental Protection Agency 

Large Lakes Research Station in Grosse lie, 
Michigan and the National Oceanic and At
mospheric Administration Environmental 
Research Laboratory at Ann Arbor, Michi
gan were established in response to the 
Water Quality Agreement and provided 
with $7.7 million in fiscal year 1981. In addi
tion, the Environmental Protection Agen
cy's Great Lakes National Program Office 
in Chicago, Illinois, which was funded at 
$11.1 million in fiscal year 1981, is charged 
with research responsibilities. The fiscal 
year 1983 budget request reduces the Na
tional Program Office to $3.8 million and to
tally eliminates the Large Lakes Research 
Station and the Environmental Research 
Laboratory. Moreover, such related pro
grams as Sea Grant, the Great Lakes Basin 
Commission and the Department of Energy 
Great Lakes Research Laboratory are pro
posed to be or have been eliminated. 

The Canadians have budgeted nearly four 
times the amount for Great Lakes research 
as the United States. They are greatly dis
turbed over the proposed funding reduc
tions of our government. Last year, the Ca
nadian Ambassador sent a diplomatic note 
questioning our government on the reduc
tions, and you will be dismayed to know 
that our government did not respond to our 
neighbors for an entire year. In response to 
the fiscal year 1983 budget request, the Ca
nadians once again have taken issue by dip
lomatic note, to which I would trust the 
United States will respond more expedi
tiously. 

The Great Lakes contain ninety five per
cent of the surface fresh water of the 
United States and twenty percent of the 
world's fresh water. They serve as an impor
tant source of food, water, energy, transpor
tation and recreation for the United States 
and Canada. In my judgment, the proposed 
Great Lakes research funding reductions 
are false economy and call into question our 
commitment to our obligations under the 
Water Quality Agreement between our
selves and the Canadians. For these reasons, 
I urge you to restore funding for these vital 
programs. 

Sincerely, 
CliAR.LEs H. PERCY, 

Chairman. 

Mr. SCHMITT. Mr. President , I 
would like to commend my distin
guished colleague, Mr. GARN, for his 
leadership on the HUD and Independ
ent Agencies Appropriation bill for 
fiscal year 1983. 

There are several portions of this 
bill which I would like to highlight. 
The Veterans' Administration portion 
of the HUD/IA bill includes 
$103,500,000 for improvements on the 
Albuquerque Veterans Hospital. This 
money will provide veterans in New 
Mexico, Arizona, Colorado, and Texas 
with a new clinical services/bed facili
ty. This facility is planned for comple
tion in 1986. 

The hospital recently celebrated its 
50th anniversary. The hospital opened 
its doors on August 22, 1932, with 262 
beds. 

Today the Albuquerque VA Medical 
Center serves the entire State of New 
Mexico, with a veteran population of 
214,000 and 6 counties in southwest 
Texas. The center provides care for 
almost 9,000 inpatients and over 

111,000 outpatients annually. The av
erage length of stay has been reduced 
from 35 days in 1965 to 14 days at 
present. Employees now number 1,131, 
including 74 physicians <one-half of 
whom are part-time), and 330 mem
bers of nursing service. The annual op
erating cost has grown from $850,000 
in 1932 to $40 million in 1982. Hospital 
beds number 404, with an additional 
47 in the nursing home care unit. 

The VA medical discoveries made at 
the Albuquerque VA Hospital are in 
common medical practice all over the 
Nation. 

I am pleased to see this long-term 
project of mine come to fruition. I 
would also like to thank the chairman 
of the subcommittee, Senator GARN, 
for his cooperation in this matter. 

Second, as chairman of the authoriz
ing subcommittee for NASA, your ef
forts to accommodate the issues that 
our subcommittee were concerned 
about are greatly appreciated. I look 
forward to continuing this extemely 
cooperative effort in the future, as we 
have in the past. 

Finally, included in the National Sci
ence Foundation portion, funding is 
provided for industry /university coop
erative projects which will include re
search projects, research and instruc
tional scientific equipment, fellow
ships, scholarships, and other pro
grams to promote academic research 
and education in the basic sciences 
and engineering. This funding will add 
to the strengthening of the research 
capabilities of the Nation's academic 
institutions and the opportunities of 
young men and women to assure re
warding careers in science, engineer
ing, and technology. 

Mr. President, Mr. GARN's actions 
with respect to both NASA and NSF 
clearly demonstrate his concern and 
commitment to maintaining our Na
tion's leadership in science and tech
nology. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I am pleased that the fiscal year 
1983 appropriation bill for the Depart
ment of Housing and Urban Develop
ment and Independent Agencies in
cludes funding for many needed veter
ans' programs. 

Through the years I have been a 
consistent supporter of legislation to 
improve veterans' programs, including 
education, training, rehabilitation, 
medical care and pension and compen
sation programs. This bill includes the 
funding necessary to carry out these 
needed programs and to meet this 
country's obligation to the men and 
women who have served in the mili
tary. I am also pleased that funding to 
address some of the problems facing 
our Vietnam-era veterans in particu
lar-funding for readjustment assist
ance, counseling, and agent orange re
search programs-is included in this 
bill. 

Mr. GARN. Mr. President, I know of 
no further amendment to be offered. 

The PRESIDING OFFICER. If 
there be no further amendment to be 
proposed, the question is on the en
grossment of the amendments and 
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 a third time. 
Mr. GARN. Mr. President, I ask for 

the yeas and nays. 
The PRESIDING OFFICER. Is 

there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. All 

time has expired. 
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 assistant legislative clerk called 
the roll. 

Mr. STEVENS. I announce that the 
Senator from Missouri <Mr. DAN
FORTH), the Senator from Minnesota 
<Mr. DURENBERGER), the Senator from 
California (Mr. HAYAKAWA), the Sena
tor from Kansas <Mrs. KAssEBAUM), 
the Senator from Maryland <Mr. MA
THIAS), the Senator from Delaware 
<Mr. RoTH), the Senator from Wyo
ming <Mr. SIMPSON), and the Senator 
from Wyoming <Mr. WALLOP) are nec
essarily absent. 

I further announce that, if present 
and voting, the Senator from Minneso
ta <Mr. DURENBERGER) and the Senator 
from Wyoming (Mr. SIMPSON) would 
each vote "yea." 

Mr. CRANSTON. I announce that 
the Senator from Texas <Mr. BENT
SEN), the Senator from Delaware <Mr. 
BIDEN), the Senator from Arizona <Mr. 
DECONCINI), the Senator from Con
necticut <Mr. DoDD), the Senator from 
Massachusetts <Mr. KENNEDY), the 
Senator from Montana <Mr. MELcHER>, 
and the Senator from Tennessee <Mr. 
SASSER) are necessarily absent. 

I further announce that, if present 
and voting, the Senator from Nevada 
<Mr. CANNON) and the Senator from 
Tennessee <Mr. SASSER) would each 
vote "yea." 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham
ber desiring to vote? 

The result was announced-yeas 73, 
nays 11, as follows: 

[Rollcall Vote No. 357 Leg.] 
YEAS-73 

Abdnor 
Andrews 
Baker 
Baucus 
Boren 
Boschwitz 
Bradley 
Brady 
Bumpers 
Burdick 
Byrd, Robert C. 

Chafee 
Chiles 
Cochran 
Cohen 
Cranston 
D'Amato 
Denton 
Dixon 
Dole 
Domenicl 
Eagleton 

Ex on 
Ford 
Gam 
Glenn 
Goldwater 
Gorton 
Grassley 
Hatch 
Hatfield 
Haw kina 
Heinz 
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Holllnp 
Huddleston 
Inouye 
Jackson 
Jepsen 
Johnston 
Kasten 
Laxalt 
Leahy 
Levin 
Long . 
Matsunaga 
Mattingly 
McClure 

Metzenbaum 
Mitchell 
Moynihan 
Murkowski 
Nunn 
Packwood 
Pell 
Percy 
Pressler 
Pryor 
Quayle 
Randolph 
Riegle 
Rudman 

NAY8-11 

Bar banes 
Schmitt 
Specter 
Stafford 
Stennis 
Stevens 
Thurmond 
Tower 
Taongas 
Warner 
Weicker 
ZoriDBky 

Armstrong 
Byrd, 

Hart Lugar 
Hefiin Nickles 

Harry F., Jr. Helms Proxmire 
East Humphrey Symms 

NOT VOTING-16 
Bentsen Durenberger 
Biden Hayakawa 
cannon Kassebaum 
Danforth Kennedy 
DeConclni Mathias 
Dodd Melcher 

Roth 
Sasser 
Simpson 
Wallop 

So the bill <H.R. 6956), as amended, 
was passed. 

Mr. GARN. Mr. President, I move to 
reconsider the vote by which the bill 
was passed. 

Mr. BAKER. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. GARN. Mr. President, I move 
that the Senate insist on its amend
ments and request a conference with 
the House and the Chair be author
ized to appoint the conferees on the 
part of the Senate. 

The motion was agreed to; and the 
Presiding Officer <Mr. CHAFEE> ap
pointed Mr. HATFIELD, Mr. GARN, Mr. 
WEICKER, Mr. LAxALT, Mr. D' AMATO, 
Mr. Scmurr, Mr. SPECTER, Mr. HUD
DLESTON, Mr. PRoXKIRE, Mr. STENNIS, 
Mr. LEAHY, and Mr. SASSER conferees 
on the part of the Senate. 

Mr. GARN. Mr. President, I ask 
unanimous consent that the Secretary 
of the Senate be authorized to make 
technical and clerical corrections in 
the engrossment of Senate amend
ments to H.R. 6956. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. BAKER. Mr. President, we have 
drawn first blood. I wish to take this 
opportunity to congratulate the distin
guished chairman of the subcommit
tee of the Appropriations Committee 
for his handling of this measure. This 
is the first of 13 regular appropria
tions bills that we have passed, and I 
congratulate him for it. He did the 
same thing last year, as I recall. His 
subcommittee was the first one to 
produce an appropriations bill that 
qualified for the Senate to consider 
and indeed considered. 

I extend my congratulations, as well, 
to the distinguished chairman of the 
committee and· the distinguished rank
ing member, and to the distinguished 
ranking member of the subcommittee. 
Mr. President, their staffs, as usual, 
have been diligent and dedicated and 
successful. 

ORDER OF BUSINESS 
Mr. BAKER. Mr. President, there is 

another matter that I indicated on 
yesterday I was prepared to take up by 
unanimous consent after the minority 
leader inquired. I am prepared to do 
that at this time if he wishes to do so. 
I refer to S. 2913, Calendar Order No. 
808. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I very much wish to do so. 

Mr. BAKER. Mr. President, I know 
of the minority leader's interest in 
this. I would remind Members that, in 
our colloquy yesterday, prior to the 
motion to recommit the debt limit, the 
minority leader indicated that this 
would be offered as an amendment to 
the debt limit, and I expect that would 
have happened. But I am pleased to 
say that I was able to advise the mi
nority leader that that item is cleared 
on our side and I was prepared to take 
it up. So, he has make manifestly clear 
his deep interest in this subject. 

VETERANS' COMPENSATION, 
EDUCATION, AND EMPLOY
MENT AMENDMENTS OF 1982 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the Senate 
proceed to the consideration of S. 
2913. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

A bill <S. 2913) to amend title 38, United 
States Code, to increase the rates of dis
ability compensation for disabled veterans, 
to increase the rates of dependency and in
demnity compensation for surviving spouses 
and children of disabled veterans, and to 
modify and improve the education and voca
tional rehabilitation programs administered 
by the Veterans' Administration and veter
ans' employment programs administered by 
the Department of Labor, and for other 
purposes. 

UP AIIENDIONT NO. 1290 

<Purpose: To authorize reimbursement for 
the reasonable charge for chiropractic 
services provided to certain veterans> 
Mr. BAKER. Mr. President, on 

behalf of the Senator from South 
Carolina <Mr. THuRMoND), Mr. SIMP
soN, and others, I send an amendment 
to the desk and ask for its immediate 
consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from Tennessee <Mr. BAKER), 
on behalf of the Senator from South Caroli
na <Mr. T!roRKoND), for himself, Mr. SIMP
soN, Mr. CRANSTON, Mr. DECONCINI, Mr. 
INOUYE, Mr. LUGAR, Mr. BURDICK, Mr. AN
DREWS, Mrs. HAWKINS, Mr. HOLLINGS, and 
Mr. BUKPERS, proposes an unprinted amend
ment numbered 1290. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
On page 44, between lines 19 and 20, 

insert the following new section: 
SEC. 410. <a><l> Section 601 is amended by 

adding at the end the following new para
graph: 

"<9> The term 'chiropractic services' 
means the manual manipulation of the 
spine performed by a chiropractor <who is 
licensed as such by the State in which he or 
she performs such services and who meets 
the uniform minimum standards promulgat
ed for chiropractors under section 1861<r><5> 
of the Social Security Act <42 U.S.C. 
1395x<r><5»> to correct a subluxation of the 
spine. For the purposes of this paragraph, 
such term does not include physical exami
nations, laboratory tests, radiologic services, 
or other tests or services determined by the 
Administrator to be excluded.". 

<2><A> Subchapter III of chapter 17 of 
such title is amended by adding at the end 
thereof the following new section: 
"§ 630. Chiropractic services 

"<a> The Administrator shall, under regu
lations which the Administrator shall pre
scribe, reimburse a veteran eligible for medi
cal services under this chapter for the rea
sonable charge for chiropractic services for 
which such veteran has made payment, if-

"(1) such chiropractic services were for 
the treatment of a service-connected neuro
musculoskeletal condition of the spine, 

"(2) the veteran is a veteran who has been 
furnished hospital care by the Veterans' Ad
ministraton for a neuromusculoskeletal con
dition of the spine within a twelve-month 
period prior to the provision of such chiro
practic services, or 

"(3) the veteran is a veteran described in 
section 612<!><2> of this title who has been 
furnished hospital care or medical services 
by the Veterans' Administration for a neu
romusculoskeletal condition of the spine, to 
the extent that such veteran is not entitled 
to such chiropractic services or reimburse
ment for the expenses of such services 
under an insurance policy or contract, medi
cal or hospital service agreement, member
ship or subscription contract, or similar ar
rangement for the purpose of providing, 
paying for, or reimbursing expenses for 
such services. 

"<b> In any case in which reimbursement 
may be made under this section, the Admin
istrator may, in lieu of reimbursing such 
veteran, make payment of the reasonable 
charge for such chiropractic services direct
ly to the chiropractor who furnished such 
sevices. 

"(c)(l) The Administrator shall, in consul
tation with appropriate pubic and nonprofit 
private organizations and other Federal de
partments and agencies that provide reim
bursement for chiropractic services, estab
lish a schedule of reasonable charges for 
such services, which schedule shall be con
sistent with the reasonable charges allowed 
under title XVIII of the Social Security Act 
<42 U.S.C ch. 7>. 

"(2) The amount payable by the Adminis
trator for chiropractic services furnished 
under this section shall not exceed $200 in 
any twelve-month period in the case of any 
veteran. 

"(d) Notwithstanding any other provision 
of this title, total expenditures for chiro
practic services reimbursed under this sec
tion shall not exceed $4,000,000 in any fiscal 
year and no reimbursement or payment may 
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be made under this section for chiropractic 
service furnished after September 30, 1986." 

<B> The table of sections at the beginning 
of chapter 17 of such title is amended by in
serting after the item relating to section 629 
the following new item: 
"630. Chiropractic services.". 

<b> Not later than December 31, 1983 and 
not later than December 31 of each of the 
next three years thereafter, the Administra
tor of Veterans' Affairs shall prepare and 
submit to the Committees on Veterans' Af
fairs of the Senate and the House of Repre
sentatives reports on the use made of the 
authority provided for in the amendments 
made by the first session. Each such report 
shall include-

(!) the number of requests by eligible vet
erans for reimbursement or payment for 
chiropractic services in the most recent 
fiscal year under section 630 <as added by 
subsection <a><2><A> of this section>, and the 
number of such veterans who made such re
quests; 

<2> the number of reimbursements or pay
ments made by the Administrator of Veter
ans' Affairs under such section in such fiscal 
year and the number of veterans to or for 
whom such reimbursements or payments 
were made; and 

<3> the total amounts of expenditures by 
the Administrator of Veterans' Affairs for 
such reimbursements and payments under 
such section in such fiscal year. 

Mr. THURMOND. Mr. President, 
today I am offering an amendment to 
S. 2913 which will amend title 38 of 
the United States Code to authorize 
eligible veterans to receive chiroprac
tic care in certain circumstances under 
the Veterans' Administration medical 
care program. This amendment is com
prised of the same legislation as S. 
1956, which I introduced on December 
15, 1981. 

Mr. President, S. 1956 was consid
ered at a hearing before the Senate 
Veterans' Affairs Committee on July 
13, 1982, at which time it was endorsed 
by such major veterans' organizations 
as the Disabled American Veterans 
and the Veterans of Foreign Wars. It 
was not reported by the Committee 
due to restrictions contained in the 
Budget Act of 1974. However, the leg
islation has the support of the distin
guished chairman of the Veterans' Af
fairs Committee, and the distinguished 
ranking minority member, both of 
whom are cosponsors. 

Mr. President, for a number of years 
I have been concerned that our Na
tion's 30 million veterans are not being 
offered and afforded the opportunity 
to benefit from chiropractic health 
professionals within the VA health
care system. Despite the long-standing 
authority to provide this care, the VA 
has refused to do so. 

Additionally, I believe that it is time 
that the V A's policy and practice be 
brought more in line with the pro
grams of other State and Federal 
health-care programs which now pro
vide chiropractic treatment to their 
beneficiaries. For instance, under the 
medicare program, which is adminis
tered by HHS, it is typical for eligible 

persons in need of chiropractic care to 
seek and obtain services of a doctor of 
chiropractice and to receive reimburse
ment for such services from HHS. Re
imbursement for chiropractic services 
is also currently provided under the 
Federal Employees Compensation Act 
and a number of States include chiro
practic services under their medical as
sistance programs. 

Mr. President, our veterans deserve 
the same access to medical treatment, 
including chiropractic treatment, as do 
the recipients of medicare and other 
Government programs which provide 
health-care services. The legislation 
which I propose today will establish a 
pilot program to compel the use of 
chiropractors within the VA. It limits 
the veterans who are eligible for its 
benefits and also limits total expendi
tures for chiropractic services to $4 
million in any fiscal year. Unless ex
tended, the program as proposed will 
expire on September 30, 1986. 

Mr. President, this legislation was 
passed by the Senate during the last 
Congress. That bill was defeated in 
the House, but the House joined the 
Senate in strongly urging the V A's De
partment of Medicine and Surgery to 
reevaluate its position and to use its 
existing authority to provide, at least 
on a pilot basis, chiropractic services 
in appropriate cases as part of the hos
pital care or medical services fur
nished to veterans. This message was 
ignored by the VA. I therefore urge 
Congress to send a stronger message 
to the VA on this matter by favorably 
considering this bill. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment. 

The amendment <UP No. 1290) was 
agreed to. 

<By request of Mr. BAKER, the fol
lowing statement was ordered to be 
printed in the RECoRD:) 
e Mr. SIMPSON. Mr. President, it 
gives me great pleasure to speak in 
favor of S. 2913, the proposed Veter
ans' Compensation, Education, and 
Employment Amendments of 1982, 
which was unanimously ordered re
ported by the Committee on Veterans' 
Affairs on August 19, and reported to 
the full Senate on September 17. At 
this time, I would urge my colleagues 
to join in assuring the passage of this 
very important legislation. 

This measure combines provisions 
from two bills, S. 2378, the proposed 
Veterans' Disability Compensation 
and Survivors' Benefits Amendments 
of 1982, and S. 2747, the proposed Vet
erans' Education and Employment 
Amendments of 1982, an amendment 
to each of these, plus provisions de
rived from several other bills and legis
lative provisions that have arisen 
around these issues. 

The most time-sensitive provision 
contained in S. 2913 is that which 
would provide a 7.4 percent across-the-

board cost-of-living adjustment 
<COLA> for service-connected disabled 
veterans and their eligible dependents 
and survivors. It would make this in
crease effective on October 1, 1982. 
This full COLA was not foreseeable 
when we began the first concurrent 
budget resolution process early in the 
year. The original Senate budget reso
lution contained a modified COLA for 
compensation recipients. This position 
was adopted because of very tight 
budget constraints, reflecting a strong 
sentiment in the Senate that some 
form of uniformly applied COLA re
straint should be effected for all pro
grams in order to achieve an appropri
ate means of bringing the fiscal year 
1983 budget under control. That is not 
what occurred 

Circumstances changed The Con
gress did not accept a uniform restric
tion on COLA's throughout all Feder
al benefit programs; therefore, the 
only rationale for the compensation 
COLA restriction was removed. The 
originally proposed COLA restriction 
for service-connected compensation 
was painful enough under any circum
stances. Once the Senate removed re
strictions for recipients of social secu
rity, SSI, food stamps, and railroad re
tirement for those who may never 
have served in the military defense of 
their country-it became quite clear 
that a restriction on the compensation 
and dependency and indemnity com
pensation <DIC> COLA was unthink
able. 

The restoration of the full COLA 
has been made possible by some deter
mined negotiation and cooperation on 
the part of those of us who are par
ticularly concerned about veterans' 
issues, on both sides of the aisle. The 
cooperation of all concerned is evi
denced in the favorable outcome con
tained in this legislation. Compensa
tion for sacrifices made by service-con
nected disabled veterans remains a 
firm commitment of this Nation. 

The education segments of this pro
posed bill attempt to correct some 
areas where inequities have occurred. 
One such situation addressed involves 
the termination date which has been 
set for the curent GI bill. Under cur
rent law, that entitlement will no 
longer be available after December 31, 
1989, and some members of the Armed 
Forces must soon separate from active 
duty if they wish to make use of their 
educational beneifts. Not only do 
those service persons see the termina
tion date as being inequitable, but the 
military services find they are losing 
valued, career personnel because of an 
incentive to separate created uninten
tionally by the termination date for 
the GI bill. If passed, this legislation 
will provide career military persons 
the opportunity to use their G I bill 
benefits just as other eligible persons 
in the past have been able to do, and it 
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will halt any unnecessary departure of 
military talent. 

Another provision of S. 2913 would 
allow an extension of time for the pur
suit of education for veterans who 
have suffered from alcoholism or drug 
abuse. If such a veteran has been 
treated in a recognized program and 
has recovered, an extension of up to 4 
years may be granted for the veteran 
to use GI bill educational or vocation
al rehabilitation benefits. 

In its employment provisions, the 
proposed bill seeks to fine-tune the ad
ministration of veterans' employment 
services in the Department of Labor. 
Unemployment among disabled and 
Vietnam-era veterans remains high, 
and we all wish to alleviate the situa
tion as much as possible. Tech.:.'"lical 
changes made by this proposed bill, 
combined with our anticipated enact
ment of S. 2036 <the replacement legis
lation for the current CET A program 
with its amendment that I introduced 
which would provide an approximately 
$13lh million program earmarked for 
veterans>, would result in the Depart
ment of Labor being in a position to 
administer its very important employ
ment programs for disabled and Viet
namkera veterans with a much higher 
degree of effectiveness. 

Among the several other diverse but 
important provisions of the bill are 
proposals that would raise the com
pensation rate for certain blinded vet
erans, restore burial benefits for cer
tain indigent veterans, extend for an
other year, until 1984, the targeted de
limiting date for the use of education
al benefits by certain undereducated 
and underemployed veterans, and give 
the VA authority to suspend GI educa
tional benefit payments at schools en
gaged in a pattern of noncompliance 
with reporting requirements, in order 
that the VA can more readily avoid 
making overpayments. The problem 
with collecting on overpayments and 
defaulted loans is one which continues 
to be most disturbing. Another area of 
concern to those of us who are con
scious of the need for the Government 
to save money, balanced with our con
cern for quality health care within the 
VA system, is the OMB initiative to 
contract with the private sector for 
cel'tain nongovernmental activities 
where substantial savings to the Gov
ernment might be realized. This 
policy, as it could be applied to the 
provision of health care in the VA, 
caused great controversy. Accordingly, 
and to allay any apprehension that 
direct patient care will be contracted 
out, the proposed bill contains a provi
sion to insure that commercial activi
ties performed at VA hospitals operat
ed by the Government shall be re
tained in house if the agency's chief 
medical director determines that such 
performance would be in the best in
terest of patient care. 

The committee's overriding concern 
in formulating this provision was to 
assure that no purely cost-savings ini
tiative should be permitted to inter
fere with the provision by the VA of 
quality, direct, health-care services to 
eligible veterans, and that care should 
be taken to insure that there will be 
no possibility that any contracting out 
that is undertaken will have any ad
verse effect, either directly or indirect
ly, on patient care. At the same time, 
the committee believes that the entire 
Federal Government-including the 
Veterans' Administration-should be 
operated in the most cost-effective and 
least wasteful manner that is consist
ent with the accomplishment of im
portant governmental objectives, such 
as the provision of quality health care 
for our Nation's veterans. 

For the record, I should like to note 
that after Committee Report No. 97-
550 on S. 2913 was filed on September 
17, 1982, the committee received a Sep
tember 20, 1982, letter from the Gen
eral Counsel of the Department of 
Housing and Urban Development ex
pressing that Department's views on 
amendment No. 1909, which would 
clarify the 2-year minimum service re
quirement and from which the provi
sions of section 406 of the proposed 
bill were derived. That letter, which I 
am hereby including to be printed in 
the REcORD, corrects an error in 
HUD's preliminary August 6 response 
to my request for agency views on the 
proposed amendment. 

The letter follows: 
DEPARTMENT OF HOUSING 

AND URBAN DEVELOPMENT, 
Washington. D.C., September 20, 1982. 

Re Amendment 1909 to S. 2378, 97th Con
gress <Simpson, et aU. 

Hon. ALAN K. SIMPSON, 
Chainnan. Committee on Veterans' Affairs, 

U.S. Senate, Washington. D. C. 
DEAR MR. CHAIRKAN: On August 6, 1982, 

we wrote you with a tentative list of HUD 
programs affected by the proposed Amend
ment. A copy is enclosed. This is in further 
response to your request for comments on 
the above legislation and the applicability 
of title 10, section 977 of the United States 
Code on HUD programs. The Amendment 
would supersede section 977. 

Review of the impact of Amendment 1909 
on HUD programs is complete. We have no 
programs to add to those identified by us in 
our previous letter dated August 6th. These 
programs are the home loan programs 
under sections 203, 220 and 234 of the Na
tional Housing Act. Further analysis has 
disclosed, however, that the Amendment 
does not impact on the Section 236 program 
previously identified since preference in 
that program applies to families of those on 
active duty not to veterans. 

Title 10, section 977 of the United States 
Code entitled "Denial of certain benefits to 
persons who fail to complete at least two 
years of an original enlistment" applies to 
the same programs which are subject to 
Amendment 1909. Section 977 has not yet 
been implemented. Actions are currently 
underway to correct this, subject, of course, 
to the Congressional action now proposed. 

The Department of Housing and Urban 
Development has no objection to the 

Amendment insofar as the Amendment di
rectly affects this Department. We defer to 
the views of the other agencies affected by 
this Amendment. 

The Office of Management and Budget 
has advised that there is no objection to the 
presentation of this report from the stand
point of the Administration's program. 

Sincerely yours, 
JOHN J. KNAPP, 

General CounseL 

Mr. SIMPSON. In addition, I would 
wish to include for the RECORD the 
letter I received on September 23, 
1982, from the chairman of the Armed 
Services Committee, Senator ToWER. 
It clarifies any question which might 
arise to whether the provisions of sec
tions 406 and 407 of the proposed bill 
meet with the approval of the Armed 
Services Committee. 

There being no objection, the letter 
was ordered to be printed in the 
REcORD, as follows: 

U.S. SENATE, 
CO!oDIITTEE ON ARMED SERVICES, 

Washington, D.C., September 22, 1982. 
Hon. Alan K. Simpson, 
U.S. Senate, Dirksen Senate Of/ice Building, 

Washington, D.C. 
DEAR ALAN: I am in receipt of your letter 

dated September 21, 1982, concerning the 
minimum-service requirements contained in 
section 977 of title 10, United States Code. 
The majority and minority staff have re
viewed the applicable provisions in S. 2913 
and have found them to be consistent with 
the original intent of the Armed Services 
Committee when section 977 of title 10 was 
considered by the Committee. 

The provisions in section 406 and 407 of 
your bill would provide for a uniform set of 
rules governing federal benefits derived 
from military service and also make neces
sary technical corrections to the minimum
service requirement. For these reasons, I 
support the inclusion of these measures in 
s. 2913. 

Thank you for requesting my views on 
this subject in advance of floor action on S. 
2913. I look forward to the continued close 
working relationship that our members and 
staff have experienced in areas of mutual 
concern. 

With warm personal regards, I remain, 
Sincerely, 

JOHN TOWER. 
Mr. SIMPSON. In summary, this bill 

contains legislative proposals which 
affect our Nation's veterans in many 
ways. While it addresses multiple con
cerns, they are all important and need 
attention at this time, especially the 
proposed 7.4 percent COLA for our 
Nation's service-connected veterans 
and their dependents and survivors. 

At this point, I ask that the review 
of the bill's provisions derived from 
the committee report on S. 2913 be 
printed in the RECORD. 

The material follows: 
SUJOIARY OF S. 2913 AS REPORTED 

S. 2913 as reported, <hereinafter referred 
to as the "Committee bill"> has five titles: 
Compensation and dependency and indem
nity compensation rate increases and pro
gram improvements; amendments to veter
ans' education and rehabilitation programs; 
veterans' employment amendments; miscel-
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laneous improvements; and effective dates, 
as follows: 
TITLE I: COMPENSATION AND DE
PENDENCY AND INDEMNITY COM-

PENSATION <DIC> RATE INCREASES 
AND PROGRAM IMPROVEMENTS 
This title includes amendments to chap

ters 11 and 13 of title 38, United States 
Code, which would provide, effective Octo
ber 1, 1982, a 7.4-percent increase <the same 
increase provided to social security recipi
ents and VA pension beneficiaries effective 
June 1, 1982> in: 

<1 > basic compensation rates for service
connected disabled veterans and, generally, 
in the rates payable for certain severe dis
abilities; 

(2) the subsistence allowances for spouses, 
children, and dependent parents paid to 
service-connected disabled veterans rated 30 
percent or more disabled; 

<3> the annual clothing allowance paid to 
veterans whose compensable disability re
quires the use of a prosthetic or orthopedic 
appliance <including a wheelchair> that 
tends to tear or wear out their clothing, and 

<4> the Dependency and Indemnity Com
pensation <DIC> rates paid to: 

<a> surviving spouses of veterans whose 
deaths were service connected; 

(b) surviving spouses for dependent chil
dren and surviving spouses who are so dis
abled as to be in need of regular aid and at
tendance or to be permanently housebound; 
and 

<c> the children of veterans whose deaths 
were service connected where no surviving 
spouse is entitled to DIC, the child is age 18 
through 22 and attending an approved edu
cational institution, or the child is age 18 or 
over and became permanently incapable of 
self-support prior to reaching age 18. 

In addition, the Committee bill would re
align the amounts of dependents' allowance 
paid to service-connected disabled veterans 
who are 30 percent or more disabled. Fur
thermore, the base rate of compensation 
payable to service-connected disabled veter
ans who are totally blinded without light 
perception would be elevated from <M> to 
<N>. The final provision in title I would clar
ify Congressional intent that the existence 
of clear and unmistakable VA administra
tive error would be a basis for entitlement 
to DIC benefits when such administrative 
error is the only bar to entitlement other
wise. 
TITLE II: AMENDMENTS TO VETER

ANS' EDUCATION AND REHABILITA
TION PROGRAMS 
This title includes amendments to chap

ters 31, 32, 34, 35, and 36 of title 38, United 
States Code, which would: 

1. Repeal the mandatory nature of the 
"vet rep" program and allow the VA Admin
istrator to provide outreach services to vet
erans concerning their educational benefits 
through stationing VA employees in places 
such as schools. 

2. Relax restrictions on vocational reha
bilitation and education benefits in the 
cases of veterans who have been convicted 
of felonies and who are residing in halfway 
houses or participating in work-release pro
grams. 

3. Change the manner in which lump sum 
payments to a VEAP account are calculated. 

4. Authorize the VA to receive funds from 
the Department of Defense for certain 
DoD-funded pilot programs and to deposit 
and disburse those funds through the exist
ing VEAP account. 

5. Repeal the 1989 termination date of the 
GI Bill and provide that DoD pays for edu
cational benefits after December 31, 1989. 

6. Relieve vocational schools from the re
quirement to compute and report on the 
number of graduates who have obtained em
ployment in the career field during the pre
ceding 2 years in order to establish that 50 
percent have been so employed. 

7. Clarify the rate at which entitlement 
use is charged for pursuit of independent 
study. 

8. Provide that certain restrictions on pay
ments of GI Bill and vocational rehabilita
tion benefits do not apply to veterans and 
eligible persons incarcerated by virtue of 
convictions of misdemeanors. 

9. Remove a requirement that the VA 
report to Congress on the educational loan 
default rate on a school-by-school basis. 

10. Grant the Administrator authority to 
suspend GI Bill benefits when a school ex
hibits a significant pattern of violations of 
reporting or approval requirements. Schools 
would receive 60 days notice and students 
would receive 30 days notice before the sus
pension is effected. 

11. Clarify the intent of Congress with re
spect to the so-called "targeted delimiting 
date extension" of GI Bill education bene
fits for veterans who are educationally dis
advantaged and for veterans who are un
skilled and underemployed, state time limits 
for regulations to be promulgated, and 
extend until December 31, 1984, eligibility 
for this program. 

12. Allow veterans who because of an alco
holism or drug dependence or abuse condi
tion were prevented from using their full GI 
Bill or vocational rehabilitation benefits to 
use those benefits beyond their basic 10 
year eligibility period during a period of up 
to 4 years providing their condition is con
trolled, has been treated by a program rec
ognized by the VA Administrator, and they 
apply within certain time limits. 

TITLE III: VETERANS' EMPLOYMENT 
AMENDMENTS 

This title includes a freestanding provi
sion and amendments to chapters 41, 42, 
and 43 of title 38, United States Code, and 
Public Law 90-83 which would: 

1. State that the Congress is concerned 
about the high level of unemployment 
which exists among disabled and Vietnam
era veterans, and that veterans' employ
ment is a national responsibility to be ad
dressed by the Secretary of Labor through 
programs administered by the Assistant Sec
retary of Labor for Veterans' Employment 
<ASVE>. 

2. Require the ASVE to issue regulations 
promulgating the policies of these pro
grams. 

3. Specify that State Directors for Veter
ans' Employment Service are to be assigned 
full-time Federal clerical support. 

4. Provide authority to waive the two-year 
residency requirement for appointments to 
the positions of State Director or Assistant 
State Director of Employment if a candi
date for a position has been Assistant State 
Director in another state for at least one 
year, and only after no available, qualified 
candidate has been found among state resi
dents. 

5. Require State and Assistant State Di
rectors for Veterans' Employment to coordi
nate programs specifically with VA pro
grams which provide vocational rehabilita
tion and readjustment counseling <Vet Cen
ters>. 

6. Clarify that funds available for DVOP 
services are provided for use in the States 
and not for use by the States. 

7. Authorize waivers of the requirement 
that 25 percent of DVOP staff be outsta
tioned within each state provided that at 
least 20 percent of all DVOP's nationwide 
be outstationed from state employment 
service offices. 

8. State that ASVE will monitor the ap
pointment of DVOP's. 

9. Describe the Secretary of Labor's re
sponsibility for determining that the DVOP 
program has a sufficient level of funding. 

10. Call for an annual report to Congress 
on the Disabled Veteran Outreach Program. 

11. Specify that the U.S. Postal Service 
and the Postal Rate Commission are subject 
to the requirements of chapter 42 of title 38, 
including the requirements for mandatory 
listing and affirmative action by its contrac
tors and for submission of affirmative 
action plans. 

12. Require that federal contractors 
report at least annually to the Secretary of 
Labor on their hiring of veterans of the 
Vietnam-era and special disabled veterans. 

13. Transfer to the ASVE the responsibil
ity to assist veterans in reemployment in 
their former positions after the satisfactory 
completion of any period of active duty. 

14. Repeal the Exemplary Rehabilitation 
Certificate Program. 

TITLE IV: MISCELLANEOUS 
IMPROVEMENTS 

This title includes amendments to chap
ters 19, 23, 36, 37, 53 and 81 which would: 

1. Allow the VA to assign the proceeds of 
a life insurance policy to an expanded list of 
beneficiaries in cases where there has been 
a contested claim, but the parties wish to 
settle without the expense of legal action. 

2. Remove the 4-year time restriction for 
filing certain life insurance claims and pro
vide that sums payable will not escheat to a 
state. 

3. Establish that the VA will pay the $300 
burial benefit in the case of an indigent, 
wartime veteran or a veteran discharged or 
released from active duty for a service-con
nected disability whose body is not claimed 
when a state or locality would otherwise 
have to use its resources to pay the costs. 

4. Give authority to the VA to guarantee 
loans to veterans to refinance liens on their 
mobile homes in order to finance the pur
chase of a mobile home lot. 

5. Change the term "mobile home" to 
"manufactured home". 

6. Reduce from 2 years to 180 days the 
length of time available to a veteran to seek 
relief from the recovery of benefit pay
ments, overpayments, and interest thereon, 
but provide that this limit may be waived in 
certain circumstances. 

7. Clarify that the 2-year minimum service 
requirements in section 3103A of title 38, 
United States Code, applies to all Federal 
programs with certain exceptions. 

8. Provide that this bill will supersede any 
provision of law which would eliminate cor
respondence training under section. 1786<a> 
of title 38 that is not enacted as an amend
ment to such title, as part of the reconcilia
tion process under the Congressional 
Budget Act of 1974. 

9. Affirm, with respect to OMB Circular 
A-76, the importance of an independent VA 
health-care system with quality health serv
ices provided in the most cost-effective 
manner possible, and prohibit contracting 
out unless 1) there would be no adverse 
impact on direct medical care and 2> savings 
of at least 10 percent would result; leave ex
isting VA contract authority intact. 
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• Mr. SIMPSON. The Congressional 
Budget Office's estimate of the fiscal 
year 1983 budget authority for S. 2913 
which was included in the committee 
report contained an error due to fail
ure to take into account the reduction 
of certain rates effected by section 
405, Public Law 97-253, the Omnibus 
Reconciliation Act of 1982. 

CBO's corrected estimate is $708.8 
million. This estimate has been 
planned and accounted for in the 
budgetary process and is contained in 
the first concurrent budget resolution. 
I ask that CBO's corrected cost esti
mate be printed in the RECoRD. 

The material follows: 
U.S. CONGRESS, 

CONGRESSIONAL BUDGET 01'FICE, 
Washington, D.C., September 20, 1982. 

Hon. ALAN K. SUIPSON, 
Chairman, Committee on Veterans Affairs, 

U.S. Senate, Washington, D. C. 
DEAR MR. CH.ultK.AN: Pursuant to Section 

403 of the Congressional Budget Act of 
1974, the Congressional Budget Office has 
prepared the attached revised cost estimate 
for S.2913, the Veterans' Compensation, 
Education, and Employment Amendments 
of 1982, as ordered reported by the Commit
tee on August 19, 1982. 

Should the Committee so desire, we would 
be pleased to provide further details on the 
attached cost estimate. 

Sincerely, 
RAYMOND C. SHEPPACH, 

for Alice M. Rivlin, Director. 
CONGRESSIONAL BUDGET O:rnCE-COST 

EsTIKATE 

1. Bill number: S. 2913. 
2. Bill title: Veterans' Compensation, Edu

cation, and Employment Amendments of 
1982. 

3. Bill status: As ordered reported by the 
Senate Committee on Veterans' Affairs, 
August 19, 1982. 

4. Bill purposes: To increase the rates of 
disability compensation and of dependency 
and indemnity compensation, to make ad
justments and improvements in the educa
tion and vocational rehabilitation programs 
administered by the Veterans' Administra
tion <VA> and the veterans' employment 
programs adminstered by the Department 
of Labor, and for other purposes. 

5. Cost estimate: 

[By fiscal year, in millions of dollars] 

1983 1984 

792.1 
791.6 

1985 

749.4 
748.8 

1986 

733.0 
732.3 

1987 

741.1 
740.4 

The cost of this bill would fall in budget 
function 700. 

6. Basis for estimate: The following sec
tion-by-section cost analysis only addresses 
those sections of the bill that would be ex
pected to have a budgetary impact. 

Certain sections of this bill would result in 
additional future federal liabilities through 
extensions of existing entitlements and 
would require subsequent appropriations 
action to provide the necessary budget au
thority. The figures shown as "Required 
Budget Authority" represent an estimate of 
the additional budget authority needed to 
cover the estbnated outlays that would 
result from enactment of those provisions. 

Section I.-sections 101-106: These sec
tions would increase the monthly rates pay
able under disability compensation and de
pendency and indemnity compensation by 
7.4 percent, except that, in calculating the 
new rates, all amounts less than $1 were 
rounded to the next lower dollar. This in
crease would be effective October 1, 1982. 

[By fiSCal year, in millions of dollars] 

1983 1984 1985 1986 1987 

743.8 
743.1 

The cost of these sections was estimated 
by first calculating the cost of a full 7.4 per
cent increase under normal rules of round
ing <i.e., all amounts greater than $.50 
rounded to the next higher dollar>. This was 
achieved by multiplying the projected aver
age cost in each year for all disability com
pensation and for all DIC cases by 7.4 per
cent, then multiplying the resulting average 
increase in cost per year for each program 
by the estimated number of cases in the 
program each year. 
It was determined which payment catego

ries would receive $1 per month less under 
the new rounding procedure than they 
would have received under normal rounding 
rules. The number of cases in each of these 
categories was then multiplied by 12 pay
ments per year to estimate the savings that 
would result from these cost reduction 
measures. The cost of a full 7.4 percent in
crease was reduced by these savings. 

Section 405 of Public Law 97-253, the Om
nibus Reconciliation Act of 1982, provided 
for reductions in various current compensa
tion and DIC benefit rates to be effective 
January 1, 1983. This was done in anticipa
tion of the enactment prior to that date of a 
cost-of-living increase in these programs 
which would reflect certain cost reducing 
adjustments. The rate increase provided by 
section 101-106 of this bill contains the an
ticipated adjustments. Sections 101-106 
would, thus, nullify the provisions of section 
405 of the reconciliation act but would pro
vide substitute cost reduction measures that 
would result in equal savings. 

Section 110: This section would increase 
the amount of compensation payable to cer
tain blinded veterans. 

According to VA information, there are 
only about 2,500 veterans suffering from 
service-connected blindness in both eyes. 
Since this provision would only affect a por
tion of these veterans, it is not expected to 
result in a significant cost. 

Title 11.-section 201: This section would 
authorize the Administrator of the Veter
ans' Affairs to hire and assign veterans' rep
resentatives <VET Reps> to educational in
stitutions and other appropriate locations as 
deemed necessary. Under current law Vet 
Reps are to be assigned according to a for
mula based on the number of trainees in the 
various VA education programs. This sec
tion would take effect October 1, 1982. 

Since there are currently only five Vet 
Reps working in the Outreach Services pro
gram, the budgetary impact of this provi
sion is not expected to be significant. 

Section 202: This section relates to the 
payment of subsistence allowances to veter
ans in training under chapter 31 (title 38, 
U.S.C.> who are residing in halfway houses 
or participating in work-release programs in 
conneCtion with the conviction of a felony. 
The amendment would elbninate the re
quirement of the Administrator to verify 

that the veteran is paying some portion of 
his/her own living expenses prior to approv
ing the payment of the subsistence allow
ance. 

This section would result in the payment 
of subsistence allowances to some individ
uals who would not be eligible to receive 
them under current law. However, the 
number of such cases would be small, and 
the resulting increase in benefit cost should 
be fully offset by the savings in administra
tive costs from the elimination of the verifi
cation process. 

Section 204: Under current law, authority 
to pay educational assistance benefits under 
chapter 34 <title 38, U.S.C.> expires after 
December 31, 1989. This section would 
eliminate that expiration date and allow 
veterans meeting all other eligibility criteria 
to utilize their benefits at any time within 
their delimiting period of ten years from 
their date of discharge from service. Subsec
tion <b> of section 204, however would man
date that the Secretary of Defense reim
burse the Administrator for all benefits paid 
under chapter 34 after December 31, 1989. 

[By fiSCal year, in million of dollars] 

1983 1984 1985 1986 1987 

Reguired~authority ........ -0.3 -1.0 -1.7 -2.3 -2.7 
Estimated ..................... -0.3 -1.0 -1.7 -2.3 -2.7 

The analysis of this section indicates that 
the removal of the 1989 termination date 
would result in a modest reduction in the 
use of G.I Bill benefits prior to 1989 that 
would be far outweighted by the newly au
thorized utilization after 1989. The cumula
tive reduction in outlays between 1983 and 
1989 is estimated at approximately $14 mil
lion and corresponds to a post-1989 increase 
in outlays of about $725 million. 

The near-term savings are relatively low 
because the 1989 termination date is expect
ed to have only a small impact on separa
tons of military personnel eligible for the 
G .I Bill. This analysis rests on the premise 
that career service members' retention de
pends on their valuation of anticipated 
future benefits. In evaluating future bene
fits, CBO's methodology adjusts for the 
lower value that people place on deferred 
income in comparison to current income. 
Since the current law termination date 
eliminates the anticipated future benefits of 
post-1989 use of the G.I Bill, it shoud de
crease the likelihood that members will re
enlist. Reenlistment bonuses and potential 
retirement benefits, however, would far out
weigh the loss of education benefits for 
many servicemembers. Thus, it is estimated 
that only about 1,300 who would otherwise 
have separated. However, if the termination 
date is removed, many veterans would be ex
pected to use their benefits after 1989 who 
would not have left the service prior to 1989 
in order to do so. 

Section 208: This section would extend by 
one year the delimiting period for the re
ceipt of chapter 34 <title 38, U.S.C.> educa
tional assistance benefits. This extension 
applies to Vietnam-era veterans pursuing a 
program of on the job training, secondary 
education, or a program of education with a 
vocational objective. The veteran would be 
allowed to use his unused entitlement to 
train unless the Veteran's Administration 
determines, on the basis of his employment 
and training history, that the veteran does 
not need the program to obtain a reason
ably stable employment situation. 
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[By fiscal year, in minions of dollars] 

1983 1984 1985 1986 1987 

=··~~ .. ~~.:::::::::: :::::::::::::: ~::~ 25.0 ........................... ... 
25.0 ............................. . 

Altemose, Kay Eckhardt, Lucy Sco
ville, Harold Carter, and James 
MacRae, as well as members of the 
very capable minority staff-Jonathan 
Steinberg, chief counsel and staff di
rector, Ed Scott, Babette Polzer, Bill 

This estimate assumes that approximately Brew, Ingrid Post, and Charlotte 
41,000 veterans would receive training as a Hughes. 
result of the extension to December 31, 1984 Mr. President, I strongly believe this 
of the delimiting date. It is assumed that bill should be considered favorably. 
the requirement of a review of the veterans The House has already passed similar 
employment and training history in relation legislation contained in H.R. 6782 and 
to the proposed course or training will not H R 6794 I th t d d 1· have significant impact on the number of · · · urge a we procee e 1-
new trainees. gently in order that we may forward a 

Section 209: This section would extend the final bill to the President as swiftly as 
delimiting period, for the purpose of educa- possible in order to enable the VA to 
tion benefits under chapter 31, 34 and 35, send out the increases in compensa
tor veterans who were unable to utilize their tion and DIC checks on time to our 
benefits because of alcohol or drug depend- Nation's most deserving veterans, 
ence. their dependents and survivors.e 

According to VA sources, this provision 
WOuld not affect a large enough number of VETERANS' COMPENSATION, EDUCATION, AND 
individuals to result in a significant cost. EMPLOYMENT AMENDMENTS OF l982 

Title III.-This title would make a number Mr. CRANSTON. Mr. President, as 
of technical and procedural amendments in the ranking minority member of the 
federal programs of employment assistance Committee on Veterans' Affairs, I am 
for veterans. The provisions, however, most pleased to join the distinguished 
would not affect the total amount author- chairman of the committee <Mr. SIMP
ized to be appropriated for any program. soN) in urging that the Senate ap
Therefore, no additional cost to the govern- prove the provisions of s. 2913, the 
ment would be expected to ensue from their proposed Veterans' Compensation, 
enactment. 

Title IV.-Section 403: This section would Education, and Employment Amend-
authorize the Administrator to reimburse a ments of 1982, as that measure was re
state or other political jurisdiction for the ported from the committee on Sep
burial expenses of a veteran whose remains tember 17. 
are unclaimed. The issues addressed in title I of the 

According to an informal telephone pending legislation are, in many ways, 
survey conducted by v A of all their regional at the very heart of veterans' benefits 
offices, the number of deceased veterans programs. The recogru·tion of the sac
whose remains are unclaimed each year is 
quite small. It is expected that less than 100 rifices made and the hardships en-
claims for reimbursement would be made dured by our Nation's veterans are 
under this provision in any year. The cost of best reflected in our commitment to 
the provision, therefore, would not be sig- assuring that we meet the needs of 
nificant. those who bear the scars of battle 

Section 404: This section would authorize from service to our country and the 
the Administrator to guaranty loans used to d 
refinance existing loans on manufactured ependents and survivors of those who 
homes. made the supreme sacrifice. The needs 

Since the purpose of refinancing a mort- of the 2,300,000 veterans who suffer 
gage is to obtain terms more favorable to from service-connected disabilities and 
the borrower, the provision could enable the 350,000 survivors of veterans who 
some veterans to avoid default on their VA- died from service-connected causes 
insured loans. The provision would, there- . must be our No.1 priority. 
fore, tend to reduce costs to the Loan Guar- Mr. President, I want to express my 
anty Revolving Fund, but the amount of re- complete support for the full 7 .4-per
duction is not expected to be significant. 

7. Estimate comparison. None. cent disability/dependency and indem-
8. Previous CBO estimate: The CBO cost nity compensation cost-of-living in

estimate of s. 2913 that was submited on crease in the pending measure. In 
September 17, 1982 showed an incorrect es- light of where we started in the con
timate for sections 101-106 of the bill. The text of the various proposals made for 
earlier estimate failed to take into account the veterans' function-function 700-
the reduction of certain rates effected by in th first b d t 1 ti li 
section 405, Public Law 97-253, the Omnibus e u ge reso u on ear er 
Reconciliation Act of 1982. this year-some of which would have 

9. Estimate prepared by: Nina Shepherd, precluded or greatly restricted the 
Kelly Lukins and Neil Singer. COLA-a full 7 .4-percent COLA is a 

10. Estimate approved by: real victory. 
c. G. NuCKoLS, Further, Mr. President, I want to 

<for James L. Blum, · note how delighted I ·am with the fact 
Assistant Director for Budget Analysis>. that the pending measure is a measure 

• Mr. SIMPSON. In conclusion, I wish on which there is agreement on every 
to recognize and thank the very able issue between the majority and minor
members of the majority staff for ity members of the committee. Exten
their long and hard work on this meas- sive bipartisan coordination and coop
ure-Tom Harvey, chief counsel and eration have marked the development 
staff director, Julie Susman, Brent of this bill at every stage and have 
Goo, Scott Wallace, Joe Buzhardt, made a substantial contribution to this 
Carol DeAngelus, Becky Hucks, Laurie legislation. In addition to the impor-

tance of this compensation increase, 
this measure would also make some 
significant improvements in VA pro
grams-including improvements in 
education and employment assistance 
for Vietnam-era and disabled veterans. 
At this time, I want to highlight five 
provisions that I authored in the com
mittee bill. 

TARGETED DELIMITING DATE EXTENSION 
AMENDMENTS 

First, section 208 of S. 2913 contains 
a provision based on an amendment
amendment No. 1984-that my friend 
from Wyoming (Mr. SIMPSON) joined 
me in introducing on July 21, 1982. 
This amendment would clarify con
gressional intent underlying a provi
sion which I authored and which was 
enacted last year to provide for a 2-
year targeted delimiting date exten
sion for certain Vietnam-era veterans. 

Section 201 of Public Law 97-72, the 
Veterans' Health Care, Training, and 
Small Business Loan Act of 1981, 
which was enacted on November 3, 
1981, amended title 38 to provide for a 
one-time, 2-year extension of the GI 
bill delimiting period-that is, an ex
tension of the 10-year period following 
discharge during which a Vietnam-era 
veteran may use his or her GI bill ben
efits. This extension was targeted on 
educationally disadvantaged and un
skilled or unemployed Vietnam-era 
veterans and was designed to permit 
such veterans an additional period of 
up to 2 years to pursue vocational ob
jective or apprenticeship or other on
job-training programs and, for those 
without high school diplomas, to 
pursue high-school-equivalency 
courses. As enacted in Public Law 97-
72, the extension became effective on 
January 1, 1982, and will continue 
until December 31, 1983. 

Mr. President, the purpose behind 
this extension was to provide in a cost
effective manner for a limited exten
sion of the delimiting period for those 
veterans of the Vietnam era-particu
larly but not exclusively who are un
employed and educationally disadvan
taged-who have never effectively uti
lized the GI bill benefits to which they 
are or were entitled and are in need of 
certain education or training assist
ance. The provisions of the targeted 
delimiting date extension that were 
enacted last year were similar to those 
passed by the Senate during the 96th 
Congress in connection with S. 870, 
but not then agreed to by the House 
and hence not contained in the final 
version of H.R. 5288 as it became 
Public Law 96-466, the Veterans' Re
habilitation and Education Amend
ments of 1980. 

On March 11, 1982, the Veterans' 
Administration published a notice in 
the Federal Register requesting com
ments on the provisions of DVR circu
lar 22-8~-15, dated December 22, 1981, 
implementing this targeted delimiting 
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date extension. On March 18, I wrote 
to the Administrator of Veterans' Af
fairs to express my concerns about the 
manner in which the VA was adminis
tering this new provision and that the 
V A's interpretation of this provision 
was unduly restrictive and not consist
ent with the underlying congressional 
intent, as evidenced by the legislative 
history of the provision. 

My concerns on this matter, which 
were shared by the committee, related 
primarily to the eligibility crjteria es
tablished by the VA for veterans who 
are, in the words of the statute, "in 
need of <vocational objective or ap
prenticeship or other on-job training) 
in order to achieve a suitable occupa
tional or vocational objective." In im
plementing the extension provision, 
the VA ignored clear congressional 
intent that the extension was to be fo
cused on the needs of Vietnam-era vet
erans who are experiencing unemploy
ment problems. Instead, the VA took 
the position that no veteran should be 
determined to be in need of such voca
tional or on-job training unless he or 
she is found to be unskilled. Under 
these VA criteria, no veteran who 
holds a 2-year degree or has completed 
60 hours of college-level courses, or 
who has ever had a job requiring more 
than 3 months of vocational prepara
tion is considered unskilled. This is so 
regardless of whether that individual 
is currently employed or underem
ployed or able to obtain employment. 

Thus, Mr. President, the VA's 
manner of implementing the provision 
enacted last year reduced the determi
nation of whether a veteran is "in 
need" of and thus eligible for training 
to a mechanical process under which 
the veteran is automatically found in
eligible if any one of these three crite
ria apply. Where any of the criteria 
are found to apply, the inability of the 
veteran to obtain suitable employment 
and his or her need for training in 
order to be able to do so are given no 
consideration. There is no criterion 
that permits making individualized de
terminations of eligibility in the cases 
of unemployed Oi" underemployed vet
erans who are clearly in need of train
ing despite the applicability of one of 
these three regulatorily imposed crite
ria for denying eligibility. 

The most unfortunate effect of 
these criteria is demonstrated quite 
dramatically in the V A's data, provid
ed on May 21, 1982, on experience 
under the extension for the first quar
ter of 1982. Of 2,455 applications re
ceived for delimiting date extensions, 
only 98-or less than 4 percent of 
those received-were approved on the 
basis that the veteran was found un
skilled; 575 applications-or about 23 
percent-were denied on the grounds 
that the veteran was not unskilled. 
There were an additional 1,153 claims 
still classified as "under development" 
at the close of the first quarter, gener-

ally to determine whether or not the 
veteran was unskilled. 

These numbers contrast sharply 
with those projected by the Congres
sional Budget Office last year in con
nection with its cost estimate for H.R. 
3423, the Veterans' Training and Busi
ness Loan Act of 1981-title I of which 
contained the House version of the 
provision eventually enacted into law. 
At that time, CBO estimated that 
38,900 veterans would receive training 
under the targeted delimiting date ex
tension and that the cost of the provi
sion would be $52 million in fiscal year 
1982 and $90 million in fiscal year 
1983. The provision ultimately enacted 
was no less restrictive than that which 
formed the basis for these CBO cost 
estimates. 

It should also be noted that the VA, 
in its December 29, 1981, press release 
announcing the availability of the ex
tension stated that: 

As many as 39,000 Vietnam-era veterans 
are expected to take advantage of • • • 
[this] extension • • •. 

Further, in its fiscal year 1983 
budget documents, the VA estimated 
that $48.6 million would be expended 
for this program in fiscal year 1982, 
and the V A's fiscal year 1983 budget 
request included $68.7 million in the 
V A's readjustment benefits account 
for this delimiting-date extension. Cer
tainly, the way the provision is being 
implemented by the VA will never 
permit participation to reach the level 
assumed in these projections. 

The VA has advised that it is pre
pared to make a series of appropriate 
but minor modifications in the 
manner in which automatic ineligibil
ity is being determined, and I am 
somewhat encouraged by even these 
modifications since they show some 
movement from the V A's previous in
tractable position. However, I believe 
the new criteria will still result in 
automatic ineligibility determinations 
that will disqualify too many Vietnam
era veterans in need of assistance and 
still fall far short of meeting the needs 
of certain Vietnam-era veterans who 
are unskilled, unemployed, or under
employed-needs that this Congress 
clearly felt should be met and needs 
that are now even greater, as evi
denced by the unemployment rates, 
than they were when this extension 
provision was enacted. 

In August of this year, there were 
more than half a million unemployed 
veterans age 30 or over who could po
tentially be in need of the kind of as
sistance the targeted delimiting date 
extension would offer. 

However, as the committee report 
stressed, this program is not intended 
to exclude veterans who are employed. 
Nor would all Vietnam-era veterans 
who are unemployed be eligible for 
the type of training and education 
available under the targeted delimit
ing date extension. 

As a whole, it is clear that much of 
the unemployment problem of these 
individuals is related to the military
service experience of veterans of the 
Vietnam era. As documented in the 
March 1981 study prepared for the 
Veterans' Administration by the 
Center for Polley Research, entitled, 
"Legacies of Vietnam: Comparative 
Adjustment of Veterans and Their 
Peers," Vietnam veterans have not 
achieved as high a level of education 
as their peers and hold jobs that are, 
on the average, at lower levels than 
those held by nonveterans of compara
ble age. The study concluded that, 
when background differences are con
trolled, Vietnam-era veterans-and, to 
the greatest extent, those who served 
in Vietnam-still show "residual disad
vantage in educational and occupa
tional attainment" and that in general 
"military duty in Vietnam had a nega
tive effect upon postmilitary achieve
ment." 

Thus, I am delighted that the com
mittee bill would amend the targeted 
delimiting-date extension enacted last 
year-section 1662<a><3> of title 38-to 
clarify congressional intent by sub
stantially limiting the programmatic 
flexibility given the Administrator to 
make determinations regarding a Viet
nam-era veteran's need for training. 
The provision would thus invalidate 
section 3.c. and 6.b of DVB circular 22-
81-15,_ the regulatory provisions re
stricting eligibility for the delimiting 
period extension, and would instead 
establish specific statutory criteria for 
determining the need for training. 
Under this provision the veteran could 
not be determined ineligible without 
an examination of the veteran's par
ticular employment and training histo
ry; he or she would be found eligible if 
an examination showed the veteran to 
be in need of an OJT or vocational 
program or course in order to obtain a 
reasonably stable employment situa
tion consistent with the veteran's 
abilities and aptitudes. 

I want to emphasize that this 
amendment is designed to permit a 
veteran to be denied eligibility only 
after a case-by-case determination and 
to avoid the use of any arbitrary, auto
matically disqualifying criteria such as 
those set forth in the DVM circular. 
In addition, since many of the Viet
nam-era veterans for whom this exten
sion provisions was designed have been 
foreclosed from the opportunity to 
make appropriate use of their remain
ing G I bill entitlements, the amend
ment would extend their eligibility 
period for one additional year-until 
December 31, 1984. 

I am delighted that the committee 
has approved this provision and want 
to thank the distinguished chairman 
for his assistance in connection with 
it. I believe it will go a long way 
toward assisting Vietnam-era veterans 
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who are still encountering difficulties 
in readjusting to civilian life. 

TOLLING OF ELIGIBILITY ON ACCOUNT OF 
ALCOHOL AND DRUG CONDITIONS 

Second, Mr. President, section 209 of 
S. 2913 represents a second provision 
drawn from amendment No. 1984 that 
would provide for an extension-or 
tolling-of a Vietnam-era veteran's GI 
bill delimiting period when the veter
an has been prevented by an alcohol 
or drug dependence or abuse condition 
from pursuing a program of education. 
Similarly, this section of the pending 
measure would provide for an exten
sion of the eligibility period for a VA 
rehabilitation program for a service
connected disabled veteran who has 
suffered from such a condition. 

In the GI Bill Improvement Act of 
1977, Public Law 95-202, the Congress 
provided for the granting of exten
sions of the 10-year GI bill delimiting 
period in the case of an eligible veter
an or an eligible spouse who is pre
vented from pursuing a program of 
education during that period due to a 
mental or physical disability not the 
result of willful misconduct. Under 
that law, the delimiting period does 
not run during any period of time that 
the veteran or eligible spouse is deter
mined to have been unable to pursue 
training because of the disability. 

However, there have been a number 
of instances in which the VA has 
denied a delimiting-period extension 
to an otherwise eligible veteran under 
this authority on the grounds that the 
disability on which the veterans based 
his or her claim was an alcohol or drug 
abuse or addiction disability, which 
the VA considers categorically to be a 
condition due to willful misconduct. 
The VA has based its denial in these 
cases on the legislative history of the 
1977 provision that addressed the issue 
of how determinations of disability 
should be made for the purposes of 
the extension. 

In 1979, the Veterans' Affairs Com
mittee reexamined the practical conse
quences of denying a delimiting-period 
extension in such cases and the differ
ences between awarding such an ex
tension on the grounds of alcohol or 
drug disabilities and awarding other 
VA benefits, such as compensation or 
pension, based on such disabilities. As 
a result of this reexamination, the 
committee saw no substantial purpose 
to be served by denying a veteran a G I 
bill delimiting period extension when 
the veteran was prevented by a drug 
or alcohol disability, during part or all 
of the ordinary 10-year delimiting 
period, from using G I bill benefits and 
the veteran had recovered from the 
disability. In fact, in the committee's 
view, it could be expected that GI bill 
educational assistance would have con
siderable value for achieving and 
maintaining the medical, social, and 
economic rehabilitation of veterans re-

89-059 0-86-41 (pt. 18) 

covering from disabilities related to al
cohol or drugs. 

Thus, in 1979, the committee report
ed in S. 870-and the Senate passed in 
section 201<2> of H.R. 5288-a provi
sion to establish that an alcohol or 
drug dependence or abuse disability 
from which a veteran or eligible 
spouse has recovered shall not, solely 
for purpose of deciding requests for 
delimiting-period extensions, be con
sidered to be the result of willful mis
conduct. Similarly, inS. 1188, the bill 
reported by the committee in 1980 to 
revise and update chapter 31, relating 
to VA rehabilitation programs for 
service-comparable provision to pro
vide for the tolling, on account of an 
alcohol or drug disability, of a service
connected disabled veteran's delimit
ing period for a chapter 31 rehabilita
tion program. 

However, despite the committee's 
strongest urgings, the House would 
accept neither the GI bill nor the re
habilitation program provision for de
limiting-period extensions based on 
drug or alcohol disabilities. 

Last year, in connection with S. 921, 
the proposed Veterans' Programs Ex
tension and Improvement Act of 1981, 
the Senate again approved similar pro
visions, and again the House refused 
to accept them. 

I believe both that the opportunity 
to use G I bill and VA rehabilitation 
program benefits can be extremely im
portant to the readjustment and reha
bilitation of the Vietnam-era and serv
ice-connected disabled veterans in
volved and that the delimiting period 
extensions for those who were, but are 
no longer, prevented by alcohol or 
drug disabilities from using those ben
efits would be fully consistent with 
the readjustment and rehabilitation 
goals of both programs. 

Thus, section 209 of the committee 
bill contains provisions-derived from 
our amendment No. 1984-that would 
amend chapters 31, 34, and 35 to 
permit the Administrator to extend 
delimiting periods in the cases of vet
erans and eligible persons who have 
been prevented from using their edu
cation or rehabilitation entitlements 
under title 38 as a result of alcohol or 
drug dependence or abuse conditions. 

In view of certain concerns and ob
jections raised by the Veterans' Ad
ministration about the implication of 
the provision insofar as disability com
pensation is concerned and about its 
ability to administer such provisions 
effectively, we have recast the provi
sions substantially. It is intended that 
the revised provisions indicate, even 
more clearly than the prior versions, 
that these provisions are not intended 
to undercut, in any manner, any ad
ministrative directives or legislative 
provisions expressly or implicitly to 
the effect that alcohol or drug abuse 
or dependence are necessarily the 
result of willful misconduct. Hence, 

the committee bill would make clear 
that, for the purposes of determining 
eligibility for an extension of the ap
plicable delimiting period, an alcohol 
or drug dependence or abuse condition 
would not be considered a "disability"; 
it would simply be considered a "condi
tion" that could have prevented a vet
eran or eligible person from pursuing 
a program of education or participat
ing in a program of vocational reha
bilitation. In additiop, in recognition 
of the administrative difficulties that 
could arise from the enactment of the 
provisions, the committee bill contains 
a number of provisions that have been 
carefully developed to facilitate the 
implementation of and eliminate 
abuse under the provision. These 
changes are described on pages 75 and 
76 of the committee report-Senate 
Report No. 97-550. 

In sum, these provisions represent 
my belief that it is simply not neces
sary to resolve the issue of the rela
tionship of alcohol and drug depend
ence or abuse conditions to compensa
tion for disabilities in order to make 
this kind of an education or rehabilita
tion benefit extension available. I 
hope that the prospects for enactment 
of this provision will be enhanced by 
the committee bill's revision to this 
provision to, as clearly as possible, 
avoid touching upon this isue. 
RESTORATION OF VA BURIAL BENEFITS IN CASES 

OF CERTAIN INDIGENT VETERANS 

Third, Mr. President, S. 2913 con
tains provisions derived from a meas
ure I introduced earlier this year-8. 
2048-that would restore the $300 VA 
burial benefit in the cases of certain 
indigent veterans whose bodies are not 
claimed. 

Last year, as Members may recall, 
pursuant to the requirements in the 
first concurrent resolution on the 
budget for fiscal year 1982 that the 
House and the Senate Veterans' Af
fairs Committees recommend legisla
tive savings totalling $110 million in 
fiscal year 1982 and slightly less in 
fiscal years 1983 and 1984, the commit
tees recommended legislation placing 
certain limitations on the Veterans' 
Administration $300 burial benefit. 
Subsequently, the Congress enacted 
legislation as part of the Omnibus 
Budget Reconciliation Act of 1981-
Public Law 97-35-to restrict eligibility 
for this burial allowance to the survi
vors of veterans who at the time of 
death are in receipt of either VA com
pensation or VA non-service-connected 
disability pension. Previously, this 
benefit was paid for any veteran who 
was entitled to compensation, who had 
been discharged from active service for 
a service-connected disability, or who 
had served during a period of war. 
This restriction was made effective 
with respect to deaths occurring after 
September 30, 1981. No restrictions 
were placed on either the $150 plot al-
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lowance or on the $1,100 burial benefit 
payable for a veteran who dies from a 
service-connected disability. 

According to the Congressional 
Budget Office, cost-savings resulting 
from the enactment of this legislation 
were estimated to be $75.2 million in 
fiscal year 1982, $79.8 million in fiscal 
year 1983, and $84.4 million in fiscal 
year 1984. The committee adopted this 
approach because it believed that it 
was preferable to make the bulk of the 
required fiscal year 1982 savings by 
pruning this benefit-rather than ben
efits for living persons-in a manner 
that is consistent with the priorities 
placed on veterans with service-con
nected disabilities and needy veterans 
of wartime service. 

The 1981 Senate-passed provision 
upon which the provision contained in 
Public Law 97-35 was based in part, 
would have retained eligibility for war
time veterans who, even though not in 
receipt of pension, would have met the 
VA pension income standards. This eli
gibility for so-called pension-income 
eligibles was dropped in negotiations 
with the other body because of the 
disproportionately high administrative 
cost that the VA stated would be asso
ciated with making income determina
tions retroactively. In fact, if this eligi
bility had been enacted, the VA ad
vised that the total administrative 
costs for it would have exceeded the 
total amount of benefits paid on this 
basis since each claim filed for bene
fits on the grounds of an individual 
being pension-income eligible would 
have had to be developed in spite of 
the fact that few were expected to be 
paid. 

Nevertheless, early this year, I 
became concerned by reports-particu
larly in the Los Angeles area-that 
there are a relatively small number of 
impoverished wartime veterans who 
are not in receipt of VA need-based 
pension and are thus ineligible for the 
burial benefit under existing law and 
who are at risk of a pauper's burial at 
local government expense when they 
die. Based on data furnished by the 
VA, during the period October 1, 1981, 
through July 31, 1982, there were re
ported cases of 115 such veterans na
tionwide who died and for whom the 
burial benefits were not paid as a 
result of the provisions enacted last 
year. My understanding is that more 
than 60 of these veterans died in Los 
Angeles County. 

I do not believe that any destitute 
wartime veterans should be denied a 
decent funeral. The intent mirrored in 
the provisions enacted last year pre
serving eligibility for VA pensions was 
to provide for those who are needy. 
With respect to those destitute war
time veterans, as well as peacetime 
veterans discharged for service-con
nected disabilities that were noncom
pensable at the time of death, who
for various reasons such as not meet-

ing the total disability requirement, 
failure to meet the 90-day service. re
quirement, or failure to make applica
tion-are not in receipt of VA need
based pension, I believe that a cost-ef
fective and compassionate approach to 
providing this benefit is possible. 

Thus, section 403 of the committee 
bill incorporates provisions derived 
from my bill, S. 2048, which I intro
duced on February 2. The committee 
bill would provide that a deceased vet
eran would be deemed to have been in 
receipt of pension and consequently el
igible for the $300 burial benefit if a 
State, county, or city certifies to the 
VA, first, that no next of kin or other 
person has claimed the veteran's body 
or has assumed the responsibility for 
the burial and funeral expenses of the 
veteran, and, second, that the amount 
of funds or resources available to it 
from other sources is insufficient to 
cover the burial and funeral expenses. 
In these cases, the State or political 
subdivision would be paid the lesser of 
the $300 or the cost of the burial and 
funeral expenses it actually incurred. 
In addition, the committee bill would 
similarly restore benefits in the cases 
of peacetime veterans who had been 
discharged or released from active 
military, naval, or air service for a 
service-connected disability who are 
not in receipt of VA compensation or 
military disability retirement. 
LIMITATIONS ON CONTRACTING OUT ACTIVITIES 

IN VA HEALTH-cARE FACILITIES 

Mr. President, I have been con
cerned for some time that the applica
tion to the VA's Department of Medi
cine and Surgery, DM&S, of Office of 
Management and Budget Circular A-
76-which provides for contracting out 
to private entities the performance of 
certain functions presently carried out 
by Government employees-could 
have a significant adverse impact on 
the department's overall ability to ful
fill its various missions, especially its 
primary mission of providing quality 
health care to eligible veterans. In this 
regard, I was very pleased when the 
Veterans' Affairs Committee, in re
sponse to a request from all five demo
cratic members, held an oversight 
hearing on this issue last November 5. 
That hearing provided a great deal of 
information on the possible impact of 
the circular but, from my perspective, 
nothing said at that hearing or subse
quent thereto has allayed my concerns 
about the possible untoward impact of 
imposing contracting out on DM&S. 
Thus, I proposed and the committee 
agreed to include in S. 2913 a provision 
restricting in a specific and very 
straightforward fashion the agency's 
ability to convert an activity in DM&S 
presently carried out by VA employees 
to one to be carried out by employees 
of a contractor. 

Specifically, section 409 of the com
mittee bill would provide that, except 
with regard to the exercise of certain 

existing contract authority under title 
38, no contracting out that would 
result in the conversion of a DM&S 
activity from one performed by a Gov
ernment employee to one performed 
by an employee of a contractor would 
be lawful unless, first, the Chief Medi
cal Director determines that the activ
ity in question is not a direct patient
care activity or an activity incident to 
direct care; and, second, the Adminis
trator determines that the contract in 
question would reduce the cost of that 
activity by at least 10 percent and 
would not reduce the quantity or qual
ity of health-care services available at 
the medical center involved. For cost 
comparison purposes, the cost of per
formance by Government employees 
would be based on an estimate of the 
most efficient and cost-effective orga
nization for effective in-house per
formance, and the cost of conducting 
the cost comparison study itself would 
be added to the cost of the contract in 
computing the 10-percent differential. 
In authoring this amendment, it was 
my intention that the factors applied 
be fairly drawn so as not to favor 
either contracting out or in-house per
formance of the activity in question, 
that the cost data used in the compari
son should be derived insofar as possi
ble from actual VA experience, and 
that various indirect costs of contract
ing-such as severance pay for VA em
ployees who would be released and the 
costs to the VA of awarding and moni
toring contractor performance-be 
fully taken into account. 

Mr. President, this provision, if en
acted, will have the desired effect of 
insulating from contracting out the 
direct health-care functions of DM&S. 
This should insure that the Depart
ment remains able to carry out its var
ious missions. As to other activities in 
DM&S-those not direct health-care 
or incident to direct care activities
contracting out could take place only 
when there is a clear demonstration 
the contract's cost plus the cost of the 
cost-comparison study would result in 
significant savings and the contract 
would not result in any decrease in the 
quality or quantity of the health-care 
services provided to eligible veterans. 

It is also noteworthy that the com
mittee provision includes a proposed 
finding of the Congress of the United 
States that it is the policy of the 
United States that the Veterans' Ad
ministration maintain a comprehen
sive, nationwide health-care system 
for the direct provision of quality 
health-care services to eligible veter
ans. I proposed this finding to reverse 
any implication to the contrary that 
may have been created by the rejec
tion on November 19, 1981, of my 
amendment-unprinted amendment 
No. 688-to an amendment dealing 
with the disapproval of a proposed de
ferral of funds for certain VA con-
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struction projects. My amendment 
would have provided expressly: 

The Congress • • • reaffirms its historic 
commitment to the maintenance of a com
prehensive, nationwide Veterans' Adminis
tration health-care system for the provision 
of direct health-care services to eligible vet-
erans. 

CORRESPONDENCE TRAINING 

Mr. President, the fifth and final 
provision I want to highlight, and 
which I authored, is the provision in 
section 408 of the committee bill relat
ing to GI bill benefits for correspond
ence training. 

The issues of terminating or reduc
ing correspondence benefits under the 
GI bill have been subjects of congres
sional action on a number of occasions 
over the past 2 years. In the first ses
sion of the present Congress, section 
2004 of the Omnibus Budget Reconcil
iation Act of 1981, Public Law 97-35, 
reduced from 70 percent to 55 percent 
the portion of correspondence training 
costs that the VA pays. Subsequently, 
a proviso was enacted in the HUn-In
dependent Agencies Appropriations 
Act for fiscal year 1983, Public Law 97-
101, that originated in the House Ap
propriations Committee, stating that 
all funding would be eliminated for 
the program except with respect to in
dividuals already pursuing correspond
ence training as of September 30, 1981. 
In response to this proviso, section 
5<a> of Public Law 97-174, the Veter
ans' Administration and Department 
of Defense Health Resources Sharing 
and Emergency Operations Act, pro
vided that except as may be provided 
"by a provision of law enacted in ex
press limitation" of the provision-sec
tion 1783<a><l> of title 38-creating 
such entitlement, funds in the V A's re
adjustment benefits account, from 
which GI bill and certain other bene
fits are paid, shall be available for the 
payment of correspondence training 
benefits. Thus, upon the enactment of 
Public Law 97-174 on May 4, 1982, the 
appropriations proviso was nullified. 

Mr. President, this year again, the 
BUD-Independent Agencies Appro
priations Act for fiscal year 1983, H.R. 
6956, as passed by the House on Sep
tember 15, 1982, contains a proposed 
cutoff, in language that purports to be 
in express limitation of the relevant 
provision of title 38, of funding for 
correspondence training. 

After the House Appropriations 
Committee had reported H.R. 6956, 
but prior to its passage by the House, 
correspondence training was consid
ered by the authorizing committees in 
the context of reconciliation legisla
tion, which was enacted on September 
8, 1982, as Public Law 97-253. The 
original House-passed version of that 
measure-H.R. 6955-had contained a 
provision to terminate correspondence 
training benefits under the GI bill, but 
the House-Senate conferees on that 
measure-senior members of the au-

thorizing committees-specifically de
cided not to proceed with legislation to 
restrict or terminate correspondence 
training and the House receded from 
its provision. 

Mr. President, other members of the 
committee and I feel strongly that a 
veteran's entitlement-such as VA cor
respondence training benefits-should 
not be terminated or reduced through 
appropriations action that purports to 
withhold the availability of funds for 
the payment of such entitlements. 
Rather, substantive program changes, 
if they are to be made, should origi
nate in the authorizing committees 
within whose jurisdiction the pro
grams fall and should be accomplished 
only through measures within the au
thorizing committee's jurisdiction. In 
this case, as noted earlier, the author
izing committees, in the agreement 
reached on reconciliation legislation 
that was incorporated in the confer
ence report-House Report No. 97-
759-on H.R. 6955, expressly rejected 
termination of correspondence bene
fits. 

Thus, the committee bill would pro
vide in section 408 that funds in the 
V A's readjustment benefits account 
shall remain available for correspond
ence training unless a restriction on 
their availability is enacted by means 
of an amendment to section 1786<a><3> 
of title 38 in a reconciliation bill. 

In support of the purpose of this 
provision of the committee bill to pre
vent veterans' entitlements to corre
spondence training benefits from 
being terminated through the appro
priations process, section 50 Hf> of the 
committee bill would provide that sec
tion 408 shall take effect on the day 
after the effective date of any law that 
is enacted after August 19, 1982, and 
which the Administrator determines 
to be inconsistent with the provisions 
of section 408. Section 50l<f> is thus 
designed to render a nullity any provi
sion of law, other than reconciliation 
legislation, that would purport to re
strict the availability of readjustment 
benefits account funds for correspond
ence training under the GI bill. 

CONCLUSION 

Mr. President, in closing, I want 
again to stress that we have before us 
an excellent example of a bipartisan 
work product that reflects the Con
gress true commitment to service-con
nected disabled and Vietnam-era veter
ans. Senator SIMPSON deserves con
gratulations for bringing to the floor 
this measure, as do the members of 
the committee's majority staff who 
worked with the legislation-Tom 
Harvey, Julie Susman, Brent Goo, 
Becky Hucks, and Laurie Altemose. In 
addition, I would like to make special 
mention of the contributions of the 
committee's minority staff-Babette 
Polzer, Ed Scott, Jon Steinberg, Bill 
Brew, Ingrid Post, and Katy Burdick-

to the drafting and development of 
the bill. 

I am delighted, Mr. President, to en
dorse the provisions of the committee 
bill. I wholeheartedly recommend 
them to my colleagues and urge the 
Senate to approve the measure unani
mously. 

FAIR TREATMENT FOR VETERANS 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I am pleased to support S. 2913, 
which provides vitally needed adjust
ments in the Federal treatment of vet
erans in the areas of disability pay
ments, educational, and employment 
assistance. 

It has all too often been true that 
the needs of our men and women who 
have served the Nation, who have an
swered the call to duty, fade from our 
attention after the emergency has 
ended. When other pressing national 
concerns dominate our attention, it is 
often forgotten that the time these 
men and women devoted to serving in 
our Armed Forces often works to their 
disadvantage when they return to ci
vilian life. The time spent in serving 
the Nation is time not spent in fur
thering one's career, in succeeding in 
competition for jobs in the larger soci
ety. Of even more importance, those 
veterans who have sacrificed not only 
their time, but whose physical and 
mental capacities have been impaired 
because of disabilities incurred during 
their period of service, find themselves 
at a disadvantage when they return to 
civilian life. 

It has always been recognized that it 
is fair and right for the Nation to pro
vide some assistance to make up for 
these disadvantages. During the cur
rent period of economic difficulty, of 
high unemployment, of reduced op
portunity, and more severe competi
tion for jobs, the disadvantages of 
service have become more acute. The 
level of compensation for service-con
nected disability has become increas
ingly crucial to veterans and to the de
pendents and survivors of those who 
served. These compensation rates are 
an important cord in the national 
safety net. Thus the 7.4 percent cost
of-living increase provided in this bill 
in compensation rates for service-con
nected disability and to the depend
ents of severely disabled veterans, 
which matches the rate of increase 
provided to social security recipients 
and VA pension beneficiaries effective 
June 1, 1982, is a fair and needed in
crease. 
· Information on available educational 
and employment opportunities has not 
always come to the attention of eligi
ble veterans. This is particularly true 
for veterans who are educationally dis
advantaged and for veterans who are 
unskilled and underemployed. The 
Nation is now reeling from an unem
ployment rate which may soon push 
above 10 percent. This legislation 

' 
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rightly expresses congressional con
cern about the high levels of unem
ployment among disabled and Viet
nam-era veterans. 

We should be concerned that more 
than half a million veterans age 30 
and over are now unemployed. We 
should be concerned that Vietnam-era 
veterans between the ages of 25 and 29 
were unemployed at the rate of 16.9 
percent as of May 1982. The 685,000 
unemployed Vietnam-era veterans are 
clearly one of the hardest hit portions 
of our labor force. The veterans' com
mittee has determined that much of 
this unemployment problem is related 
to the military service experience of 
veterans of the Vietnam era. 

Vietnam veterans clearly have not 
achieved the educational and employ
ment levels of their peers who did not 
serve. This disadvantage in education
al and occupational attainment, which 
VA studies have shown to be an effect 
of military experience in Vietnam, is a 
proper and urgent subject of national 
concern. I am pleased, therefore, that 
the bill provides for additional flexibil
ity in determining extensions of eligi
bility for educational assistance and 
rehabilitation programs for Vietnam
era and service-connected disabled vet
erans. 

S. 2913 expresses our conviction that 
veterans' employment is a national re
sponsibility which must be addressed 
by the Secretary of Labor. It makes 
certain needed changes in the adminis
tration and coordination of veterans' 
employment programs among the 
Labor Department, the Veterans' Ad
ministration, and the State directors 
for veterans' employment. It strength
ens and calls for an annual report to 
the Congress on the disabled veterans 
outreach program. 

I congratulate the Veterans' Mfairs 
Committee of the Senate for its care
ful work in addressing the problems of 
our veterans and ask for swift passage 
of this measure. I will lend my full 
support to moving this bill through 
conference with the House of Repre
sentatives so that a final conference 
report may be passed into law before 
the Congress goes home for the elec
tions. 

Mr. MITCHELL. Mr. President, I 
rise in support of S. 2913, the Veter
ans' Compensation, Education, and 
Employment Amendments of 1982. I 
am pleased to be a cosponsor of this 
important piece of legislation. 

S. 2913 guarantees that those veter
ans who were disabled while in the 
service of their country will receive a 
full cost-of-living adjustment <COLA> 
in fiscal year 1983. In addition, the bill 
will make important changes in exist
ing veterans' education and employ
ment programs. While I support the 
entire bill, there are a number of spe
cific provisions which I particularly 
support. 

First, I am pleased that veterans 
who are receiving- disability compensa
tion will receive a full 7 .4-percent cost
of-living adjustment effective October 
1. VA pensioners, whose cost-of-living 
adjustments are automatically indexed 
to social security, will also receive a 
full cost-of-living adjustment effective 
July 1. 

During consideration of the budget 
this year, several proposals were put 
forth which would have limited the 
cost-of-living adjustment for those vet
erans who were disabled while serving 
their country. One such proposal 
would have provided a full COLA for 
disabled veterans with a disability 
rating of 70 percent or more but would 
have capped the COLA at 4 percent 
for those veterans with a disability 
rating of less than 70 percent. 

This proposal would have sent a 
clear message to America's disabled 
veterans: If you are 70 percent dis
abled you deserve, and will receive, a 
full cost-of-living adjustment. If you 
are only 60 percent disabled, however, 
you deserve, and will only receive, a 4 
percent COLA. I could not, and would 
not, support such an arbitrary and dis
criminatory proposal. In fact, during 
consideration of the budget I offered 
an amendment with Senator CHILES to 
restore a full cost-of-living adjustment 
for all disabled veterans. Unfortunate
ly, my amendment was not accepted. I 
am pleased that in the final analysis 
commonsense prevailed and the full 
COLA was restored. 

Second, I am particularly supportive 
of changes S. 2913 would make in ex
isting law governing the disabled vet
erans outreach program. The bill 
makes it clear that funds provided 
under the disabled veterans outreach 
program are for use in a State and not 
necessarily to a State. This change in 
law is based on a bill I introduced ear
lier this year and is designed to give 
the Secretary of Labor the authority 
to contract with a nonprofit organiza
tion to run the program. In addition, 
the bill makes it clear that funds pro
vided for the DVOP program are to be 
used in a manner which is consistent 
with the law governing the DVOP pro
gram, regardless of the source of fund
ing. 

Until April of this year, Maine's 
DVOP was administered by the Maine 
American Legion pursuant to a con
tract with the Department of Labor. 
Until this year, funds for the program 
came from CET A, title III discretion
ary funds. In fiscal year 1982, however, 
funding for the program was switched 
to the grants-to-States program which 
funds the Job Service. The Depart
ment of Labor ruled that this change 
in funding precluded the Department 
from entering into a contract with the 
American Legion to operate the pro
grain. As a result, Maine's DVOP was 
transferred to the Maine Job Service. 

WhileS. 2913 would not require the 
Secretary of Labor to contract with an 
organization within a State, the bill 
makes it clear he has the authority to 
do so, regardless of the source of fund
ing. 

Third, I strongly support changes S. 
2913 would make to existing law gov
erning the G I bill. Unemployment 
among the veteran population remains 
intolerably high, particularly among 
Vietnam-era veterans. For a variety of 
reasons, many Vietnam veterans have 
not been able to take advantage of 
their GI bill benefits. Recognizing this 
problem, last year Congress extended 
the delimiting date for certain Viet
nam-era veterans to take advantage of 
their benefits for 2 years, until Dec
meber 31, 1983. 

The regulations drafted by the VA 
to implement this provision, however, 
were so stringent that they precluded 
virtually all Vietnam veterans from 
taking advantage of the extension. S. 
2913 would correct this problem by in
structing the VA to ease up on its re
strictions and by extending the delim
iting date for 1 more year until Decem
ber 31, 1984. 

The bill also provides for an exten
sion of G I bill benefits for any veteran 
who was precluded from taking advan
tage of his or her benefits due to an al
cohol- or drug-related problem. I be
lieve this extension will allow many 
thousands of veterans to obtain the 
schooliiig they want, and need, to lead 
meaningful, productive lives. 

Fourth, I am pleased that S. 2913 in
corporates a bill I cosponsored earlier 
this year to restore the $300 burial 
benefit for certain indigent veterans. 
The Omnibus Reconciliation bill, en
acted last year, eliminated the burial 
benefit for all veterans except those 
who were receiving a VA pension when 
they died. This change in law was 
made to meet the level of savings man
dated by the reconciliation instruc
tions contained in the first budget res
olution and at the same time insure 
that the poorest of our Nation's veter
ans would receive a decent and proper 
burial. 

Shortly after the law went into 
effect, however, it became clear that 
there were many veterans who were in 
fact indigent, but who were not in re
ceipt of a VA pension when they died. 
As a result, the bodies of many veter
ans went unclaimed and the veteran 
received a pauper's funeral. Clearly 
this was not the intent of Congress 
when it passed the reconciliation bill 
last year. 

S. 2913 would address this unfortu
nate situation. The bill provides that a 
veteran whose body is not claimed will 
be deemed to be in receipt of a VA 
pension at the time of death, and will 
therefore be eligible for the $300 
burial benefit. While this bill does not 
restore the burial benefit for all veter-
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ans, it will insure that indigent veter
ans receive a decent burial. I believe 
this is the least this country can do for 
those who have served our Nation in 
time of crisis in the past. 

Finally, S. 2913 makes important 
changes in law governing the contract
ing-out of services at VA health care 
facilities. With the exception of al
ready existing contracting-out author
ity for veteran services, such as read
justment counseling services for Viet
nam veterans, S. 2913 would prohibit 
contracting-out of services if the Chief 
Medical Director determines the serv
ice in question is a "direct medical care 
activity." 

For those services which are not 
direct medical care activities, contract
ing could occur only if the Administra
tor determines that contracting out: 
First, would not result in a decrease in 
the quality or quantity of health care 
services offered and, second, would 
result in substantial savings to the 
taxpayer. 

I believe these changes are impor
tant and will insure that the quantity 
or quality of health care services of
fered our Nation's veterans will not be 
diminished as a result of contracting 
out. 

In conclusion, Mr. President, as a 
member of the Senate Veterans' Af
fairs Committee, I would like to reaf
firm my commitment to meeting the 
needs of our Nation's veterans. I be
lieve this bill goes a long way toward 
meeting that commitment. I urge my 
colleagues who share this view to sup
port this legislation. 

Mr. BAKER. Third reading. 
The PRESIDING OFFICER. The 

bill is open to further amendment. If 
there be no further amendment to be 
proposed, the question is on the en
grossment and third reading of the 
bill. 

The bill was ordered to be engrossed 
for a third reading and was read the 
third time. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Chair lay 
before the Senate a message from the 
House on H.R. 6782. 

The Presiding Officer laid before the 
Senate H.R. 6782, an act to increase 
the rates of disability compensation 
for disabled veterans, to increase the 
rates of dependency and indemnity 
compensation of surviving spouses and 
children of veterans, and for othe..:· 
purposes. 

The PRESIDING OFFICER. With
out objection, the bill will be consid
ered as having been read twice, and 
the Senate will proceed to its immedi
ate consideration. 

Mr. BAKER. Mr. President, I move 
that all after the enacting clause be 
stricken and insert in lieu thereof the 
text of S. 2913, as amended. 

The PRESIDING OFFICER. The 
question is on agreeing to the motion 
of the Senator from Tennessee. 

The motion was agreed to. 
The PRESIDING OFFICER. The 

question is on the engrossment of the 
amendment and the third reading of 
the bill. 

The amendment was ordered to be 
engrossed and the bill to be read a 
third time. 

The bill was read the third time. 
The PRESIDING OFFICER. The 

bill having been read the third time, 
the question is, Shall it pass? 

The bill <H.R. 6782) was passed, as 
follows: -

Resolved, That the bill from the House of 
Representatives <H.R. 6782> entitled "An 
Act to amend title 38, United States Code, 
to increase the rates of disability compensa
tion for disabled veterans, to increase the 
rates of dependency and indemnity compen
sation for surviving spouses and children of 
veterans, and for other purposes", do pass 
with the following amendments: 

Strike out all after the enacting clause 
and insert: 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That faJ 
this Act may be cited as the "Veterans' Com
pensation, Education, and Employment 
Amendments of 1982". 

(b) Except as otherwise specifically pro
vided, whenever in this Act an amendment 
or repeal is expressed in terms of an amend
ment to or repeal of a section or other provi
sion, the reference shall be considered to be 
made to a section or other provision of title 
38, United States Code. 
TITLE I-COMPENSATION AND DEPEND

ENCY AND INDEMNITY COMPENSA
TION RATE INCREASES AND PRO
GRAM IMPROVEMENTS 

PART A-RAn INCREASES 

RAn'S OF DISABILITY COMPENSATION 

SEc. 101. (aJ Section 314 is amended-
(1) by striking out "$58" in subsection (a) 

and inserting in lieu thereof "$62'~· 
(2) by striking out "$107" in subsection fb) 

and inserting in lieu thereof "$114",· 
(3J by striking out "$162" in subsection fc) 

and inserting in lieu thereof "$173"; 
(4) by striking out "$232" in subsection (d) 

and inserting in lieu thereof "$249'~· 
f5) by striking out "$328" in subsection fe) 

and inserting in lieu thereof "$352"; 
(6) by striking out "$413" in subsection ffJ 

and inserting in lieu thereof "$443'~· 
f7J by striking out "$521" in subsection (g) 

and inserting in lieu thereof "$559"; 
(8) by striking out "$604" in subsection fh) 

and inserting in lieu thereof "$648'~· 
f9) by striking out "$679" in subsection fi) 

and inserting in lieu thereof "$729"; 
(10) by striking out "$1,130" in subsection 

fi) and inserting in lieu thereof "$1,213''; 
f11J by striking out "$1,403" and "$1,966" 

in subsection fkJ and inserting in lieu there
of "$1,506" and "$2,111'~ respectively; 

f12J by striking out "$1,403" in subsection 
fl) and inserting in lieu thereof "$1,506"; 

f13) by striking out "$1,547" in subsection 
fm) and inserting in lieu thereof "$1,661",· 

f14J by striking out "$1, 758" in subsection 
fn! and inserting in lieu thereof "$1,888",· 

f15J by striking out "$1,966" each place it 
appears in subsections fo) and (pJ and in
serting in lieu thereof "$2,111"; 

(16) by striking out "$844" and "$1,257" in 
subsection fr) and inserting in lieu thereof 
"$906" and "$1,350'~ respectively; 

f17) by striking out "$1,264" in subsection 
fs) and inserting in lieu thereof "$1,357"; 
and 

f18J by striking out "$244" in subsection 
ftJ and inserting in lieu thereof "$262". 

fb) The Administrator of Veterans' Affairs 
may adJust administratively, consistent 
with the increases authorized by this sec
tion, the rates of disability compensation 
payable to persons within the purview of 
section 10 of Public Law 85-857 who are not 
in receipt of compensation payable pursu
ant to chapter 11 of title 38, United States 
Code. 

RAn'S OF ADDITIONAL COMPENSATION FOR 
DEPENDENTS 

SEc. 102. Section 315(1) is amended-
(1) by striking out clauses fAJ through fGJ 

and inserting in lieu thereof the following: 
"(AJ has a spouse but no child, $74; 
"fBJ has a spouse and one or more chil

dren, $124 plus $40 for each child in excess 
of one; 

"(CJ has no spouse but one or more chil
dren, $50 plus $40 for each child in excess of 
one;"; 

(2) by redesignating clauses fHJ, (IJ, and 
(J) as clauses fD), (EJ, and fFJ, respectively; 

f3J by striking out "$56" in clause fDJ fas 
redesignated by clause (2) of this section) 
and inserting in lieu thereof "$60"; 

(4) by striking out "$125" in clause fEJ fas 
redesignated by clause f2J of this section) 
and inserting in lieu thereof "$134",· and 

(5) by striking out "$105" in clause fFJ fas 
redesignated by clause f2) of this section) 
and inserting in lieu thereof "$112". 

CLOTHING ALLOWANCE FOR CERTAIN DISABLED 
VETERANS 

SEc. 103. Section 362 is amended by strik
ing out "$305" and inserting in lieu thereof 
"$327". 

RAn'S OF DEPENDENCY AND INDEMNITY 
COMPENSATION FOR SURVIVING SPOUSES 

SEc. 104. faJ Section 411fa) is amended to 
read as follows: 

"fa) Dependency and indemnity compen
sation shall be paid to a surviving spouse, 
based on the pay grade of the person upon 
whose death entitlement is predicated, at 
monthly rates set forth in the following 
table: 

"Pay grade 
E-1 •.•.••.••..•.••••. 
E-2 ................. . 
E-3 ................. . 
E-4 •......•.•....••.• 
E-5 ................. . 
E-6 ...•.••.••.••.•..• 
E-7 ................. . 
E-8 .........•....•... 
E-9 .•••••.•..••.•.••. 
W-1 ................ . 
W-2 ................ . 
W-3 ................ . 

Monthly 
rate 

$445 
$459 
$470 
$500 
$514 
$526 
$552 
$582 

1 $608 
$563 
$586 
$603 

"Pay grade 
W-4 ..•........... 
0-1 ........•...... 
0-2 .............. . 
0-3 ......•........ 
0-4 .............. . 
0-5 .•••••..•...... 
0-6 •.............. 
0-7 .............. . 
0-8 .............. . 
0-9 •••••..•..•••.. 
0-10 .••.•........ 

Monthly 
rate 

$639 
$563 
$582 
$622 
$658 
$726 
$817 
$884 
$969 

$1,041 
J $1,139 

1 If the veteran aerved cu aergeant major of the 
..tnny, aenior enluted adtn&or of the Naey, chW 
muter aergeant of the .Air Force, aergeant major of 
the Marine CoTJ)&, or muter chW petty officer of 
the Cocut Guard, at the aPJ)licable time duignated 
by aection 402 of thu tiUe, the mrviving apoure'a 
rate ahaU be 1655. 
1 If the veteran aerved cu Cludnnan of the Joint 
ChWa of StaJJ. ChW of StaJf of the ..tnny, ChW of 
Naval Operation&, ChW of StaJf of the .Air Force, 
or Commandant of the Marine Corpa, at the aPJ)li
cable time duignated by aection 402 of thi& tiUe, 
the mrviving apouu'a rate ahaU be $1,222. ". 

fbJ Subsection fbJ of such section is 
amended by striking out "$48" and inserting 
in lieu thereof "$51". 

fc) Subsection fc) of such section is 
amended by striking out "$125" and insert
ing in lieu thereof "$134". 
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fdJ Subsection fd) of such section is 

amended by striking out "$62" and inserting 
in lieu thereof "$66". 

RATES OF DEPENDENCY AND INDEMNITY 
COMPENSATION FOR CHILDREN 

SEc. 105. Section 413 is amended-
(1) by striking out "$210" in clause (1) 

and inserting in lieu thereof "$225'~· 
f2J by striking out "$301" in clause f2J 

and inserting in lieu thereof "$323"; 
(3) by striking out "$389" in clause (3) 

and inserting in lieu thereof "$417'~· and 
f4J by striking out "$389" and "$79" in 

clause f4J and inserting in lieu thereof 
"$417" and "$84", respectively. 

RATES OF SUPPLEMENTAL DEPENDENCY AND 
INDEMNITY COMPENSATION FOR CHILDREN 

SEc. 106. Section 414 is amended-
f1J by striking out "$125" in subsection fa) 

and inserting in lieu thereof "$134"; 
f2J by striking out "$210" in subsection fbJ 

and inserting in lieu thereof "$225"; and 
f3J by striking out "$107" in subsection fcJ 

and inserting in lieu thereof "$114". 
PART B-COMPENSATION AND DEPENDENCY AND 

INDEMNITY COMPENSATION IMPROVEMENTS 

INCREASE IN COMPENSATION RATE FOR CERTAIN 
BLINDED VETERANS 

SEc. 110. Section 314fnJ is amended by in
serting "or has suffered total blindness with
out light perception in both eyes," ajter "an
atomical loss of both eyes,". 

ENTITLEMENT TO CERTAIN DEPENDENCY AND 
INDEMNITY COMPENSATION 

SEc. 111. Section 410fb)(1J is amended by 
inserting "or but tor a clear and unmistak
able error would have been" alter "was" the 
first two places it appears. 

PART C-SUPERSESSION OF CERTAIN 
PROVISIONS 

SEc. 120. The provisions of this title shall 
supersede the provisions of section 405 of 
the Omnibus Reconciliation Act of 1982 
(Public Law 97-253; 96 Stat. 803). 
TITLE II-AMENDMENTS OF VETERANS' 

EDUCATION AND REHABILITATION 
PROGRAMS 

VETERANS OUI'REACH SERVICES PROGRAM 

SEc. 201. Section 243 is amended to read 
as /oUows: "The Administrator may assign 
veterans representatives to educational in
stitutions or other appropriate locations as 
necessary (1) to provide assistance in con
nection with the provision of benefits under 
this title to veterans and eligible persons, 
and f2J to provide outreach services under 
this subchapter.". 

REHABILITATION PROGRAM SUBSISTENCE 
ALLOWANCE 

SEc. 202. Section 1508fg)(2J is amended
f1J by inserting "not" alter "shall"; and 
f2) by striking out all alter "felony" and 

inserting in lieu thereof a period. 
CALCULATION OF LUMP-SUM PAYMENTS; USE OF 

POST-VIETNAM ERA VETERANS' EDUCATION AC-
COUNT 

SEc. 203. Section 1622 is amended-
(1) by striking out in subsection fdJ "$75" 

and inserting in lieu thereof "$100",· and 
f2J by adding at the end the following new 

subsection: 
"(e) The administrator may receive /rom 

the Secretary and disburse on behalf of the 
Secretary funds tor administering the educa
tion assistance program authorized by sec
tion 2141 of title 10 and may use the fund 
tor such purpose.". 

REPEAL OF 1989 TERMINATION DATE 

SEc. 204. fa) Section 1662 is amended by 
striking out subsection (e) in its entirety. 

fb)(1J Chapter 34 is amended by adding at 
the end the following new section: 
"§ 1694. Reimbursement by the Secretary of 

Defense 
"The Secretary of Defense shall reimburse 

the Administrator tor all amounts of educa
tional or training assistance allowances 
paid by the Administrator under this chap
ter or chapter 36 of this title alter December 
31, 1989.". 

(2) The table of sections at the beginning 
of such chapter is amended by adding at the 
end the following new item: 

"1694. Reimbursement by the Secretary of 
Defense.". 

.REPEAL OF 50-PERCENT RULE 

SEc. 205. fa) Section 1673faJ is amended
(1) by striking out "(1)" before "The"; 
f2J by striking out paragraph f2J in its en

tirety; 
f3J by redesignating clauses fAJ, fBJ, fCJ, 

and fDJ as clauses f1J, (2), (3), and (4), re
spectively; and 

f4J by striking out clause (2) fas redesig
nated by clause (3) of this subsection) and 
inserting in lieu thereof the following: 

"(2) any sales or sales management course 
which does not provide specialized training 
within a spec'ific vocational field;". 

fbJ Section 1723faJ is amended-
(1) by striking out "(1)" before "The'~· 
f2J by striking out paragraph (2) in its en

tirety; 
(3) by redesignating clauses fAJ, fBJ, fCJ, 

and fDJ as clauses (1), (2), (3), and (4), re
spectively; and 

f4J by striking out clause (2) fas redesig
nated by clause ( 3) of this section) and in
serting in lieu thereof the following: 

"(2) any sales or sales management course 
which does not provide specialized training 
within a spec'ific vocational field;". 

ADMINISTRATIVE AND TECHNICAL AMENDMENTS 

SEc. 206. fa) Section 1652(bJ is amended 
by striking out "402faJ of the Economic Op
portunity Act of 1964 (42 U.S.C. 2902faJJ" 
and inserting in lieu thereof "section 7fiJ of 
the Small Business Act (15 U.S. C. 636(iJJ". 

fbJ Section 1673fdJ is amended by insert
ing "except to the extent provided tor in sec
tion 1691fcJ of this title" alter "subchapter 
V" in the first sentence. 

Section 1682 is amended-
(1) by amending subsection (a)(1J by strik

ing out "or (c)" and inserting in lieu thereof 
"(c), or (g)",· 

f2J by amending subsection feJ-
fAJ in the first sentence by inserting "f2J" 

alter "subsection fbJ"; and 
(BJ in the second sentence by striking out 

"at" and inserting in lieu thereof "in ac
cordance with the rate at which training is 
pursued, but in no event at more than·~· and 

f3J by amending subsection fgJ-
fAJ by inserting at the end of paragraph 

f1J the following new sentence: "Except tor 
the payment of the educational assistance 
allowance tor necessary supplies, books, and 
equipment required of similarly circum
stanced nonveterans, no amount shall be 
payable to a veteran while so incarcerated 
tor any course tor which no tuition or tees 
are charged."; 

(BJ by amending paragraph f2J-
(iJ by inserting "not" a.tter "shall"; and 
fiiJ by striking out all alter "felony" and 

inserting in lieu thereof a period. 
(d) Section 1780(aJ is amended-
(1) by striking out "1504" and inserting in 

lieu thereof "1508"; 
f2J by inserting "or" at the end ot clause 

(4); 

f 3) by striking out the semicolon and "or" 
at the end ot clause f5J and inserting in lieu 
thereof a period; and 

f4J by striking out clause f6J in its entire
ty. 

(eJ Section 1798fe)(3J is amended by strik
ing out all alter the first sentence. 

AUTHORITY TO SUSPEND Gl BILL BENEFITS IN 
CERTAIN CASES 

SEc. 207. Section 1790fbJ is·amended-
(1) in paragraph f2J by striking out "Any" 

and inserting in lieu thereof "Except as pro
vided in paragraph f3J of this subsection, 
any"; and 

(2) by adding at the end the /oUowing new 
paragraph: 

"(3)(AJ The Administrator may suspend 
educational assistance to eligible veterans 
and eligible persons already enroUed, and 
may disapprove the enrollment or reenroll
ment of any eligible veteran or eligible 
person, in any course as to which the Ad
ministrator has evidence showing a substan
tial pattern of eligible veterans or eligible 
persons, or both, who are receiving such as
sistance by virtue of their enroUment in 
such course but who are not entitled to such 
assistance because fiJ the course approval 
requirements of this chapter are not being 
met, or fiiJ the educational institution offer
ing such course has violated one or more of 
the recordkeeping or reporting requirements 
of this chapter or chapter 32, 34, or 35 of this 
title. 

"(B)(iJ Action may be taken under sub
paragraph (AJ of this paragraph only tf (IJ 
the Administrator has provided the State ap
proving agency concerned and such institu
tion with written notjjication of any such 
failure to meet such approval requirements 
and any such violation of such recordkeep
ing or reporting requirements, ([[) such in
stitution faa) has refused to take corrective 
action, or fbbJ within sixty days alter such 
nott/ication for within such other reasona
ble period as the Administrator determines 
is appropriate) has tailed to take corrective 
action, and (Ill) the Administrator has, not 
less than thirty days prior to taking action 
under such subparagraph. provided each eli
gible veteran and eligible person already en
rolled in such course with written nott/iea
tion of the Administrator's intention to take 
such action, together with the reasons there
tor, t/ such corrective action is not taken 
within such sixty days for within such other 
reasonable period as the Administrator has 
determined is appropriate) and of the date 
on which the Administrator intends to take 
action under such subparagraph.". 

CLARIFICATION OF TARGETED DELIMITING DATE 
EXTENSION 

SEc. 208. faJ Section 1662fa)(3J is amend
ed-

(1) by striking out "may" in subparagraph 
fCHiJ and inserting in lieu thereof "shall" 
and by striking out "only t/ the veteran has 
been determined by the Administrator to be 
in need of such a program or course in order 
to achieve a suitable occupational or voca
tional objective" and inserting in lieu there
of '<unless the Administrator determines, 
based on an examination of the veteran's 
employment and training history, that the 
veteran is not in need of such a program or 
course in order to obtain a reasonably stable 
employment situation consistent with the 
veteran's abilities and aptitudes," and 

f2J by striking out "1983" in subparagraph 
fDJ and inserting in lieu thereof "1984". 

(b)(1J Not later than thirty days ajter the 
date ot the enactment ot this Act, the Admin
istrator of Veterans' Affairs shall publish in 
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the Federal Register, for public review and 
comment for a period not to exceed thirty 
days, proposed regulations under section 
1662fa)(3)(C)(i) of title 38, United States 
Code. as amended by subsection fa) of this 
section. 

(2) Not later than ninety days a.Jter the 
date of the enactment of this Act, the Admin
istrator shall publish in the Federal Register 
final regulations under such section 
1662fa)(3)(C)(i) as so amended. 
TOLLING DELIMITlNG DATES BY REASON OF DRUG 

AND ALCOHOL CONDITlONS 

SEc. 209. fa) Section 1503fb)(1) is amend
ed-

(1) by inserting "(A)" before "In"; and 
(2) by inserting at the end the following 

new subparagraph: 
"(B)(i) Subject to divisions (iii) and fiv) 

of this subparagraph, in any case in which 
the Administrator determines that a veteran 
has been prevented from participating in a 
vocational rehabilitation program under 
this chapter within the period of eligibility 
prescribed in subsection fa) of this section 
because a condition described in division 
fii) of this subparagraph made it infeasible 
for such veteran to participate in such a 
program, the twelve-year period of eligibility 
shall not run during the period of time that 
such veteran was so prevented from partici· 
pating in such a program. 

"(iiJ The condition referred to in division 
(i) of this subparagraph as described in this 
division is an alcohol or drug dependence or 
abuse condition of a veteran in a case in 
which it is determined, under regulations 
which the Administrator shall prescribe, 
that-

"([) such veteran faa) has received recog
nized treatment for such condition, or fbbJ 
has participated in a program of rehabilita
tion for such condition, and 

"(II) such condition is su,fficienUy under 
control to enable such veteran to participate 
in a vocational rehabilitation program 
under this chapter. 

"(iii) Division fi) of this subparagraph ap
plies only tJ the veteran has filed an applica
tion under this paragraph within one year 
ajter ([) the last date of the period of eligi
bility otherwise applicable under this sec
tion, fiiJ the termination of the last period 
of such treatment or such program of reha
bilitation, or ([IIJ the date on which final 
regulations prescribed pursuant to division 
(i) of this subparagraph are published in the 
Federal Register, whichever is the latest. 

"fivJ The period of time during which, 
pursuant to division fi) of this subpara
graph, the twelve-year period of eligibility 
does not run shall be limited to the period 
during which the veteran was receiving 
treatment or the period of time the veteran 
was participating in a program of rehabili
tation for such condition plus such addi
tional length of time as the veteran demon
strates, to the satisfaction of the Adminis
trator, that the veteran was prevented by 
such condition from participating in a vo
cational rehabilitation program under this 
chapter, but in no event shall such period of 
time be more than Jour years. 

"fv) When. pursuant to division fi) of this 
subparagraph, a period of eligibility does 
not run for a period of time, such period of 
eligibility shall again begin to run on the 
first day, following such condition becoming 
sujficienUy under control to enable such vet
eran to participate in such a program of vo
cational rehabilitation, on which it is rea
sonably feasible, as determined under such 
regulations, for such veteran to participate 
in such a program. ". 

fb) Section 1662fa) is amended
(1) in paragraph f1J-
fA) by inserting "or because of a condition 

rand under the circumstances) described in 
paragraph (4) of this subsection" a.Jter "mis
conduct"; and 

(B) by inserting "(except as provided in 
paragraph (4)(B)(ii) of this subsection)" 
ajter "length of time'~· and 

fCJ by inserting "because of such disabil
ity" a,Jter "sentence"; and 

(2) by inserting at the end the following 
new paragraph: 

"(4)(AJ A condition referred to in para
graph (1) of this subsection as described in 
this paragraph is an alcohol or drug depend
ence or abuse condition of a veteran in a 
case in which it is determined, under regula
tions which the Administrator shall pre
scribe, that-

"fi) such veteran ([) has received recog
nized treatment for such condition, or ([[) 
has participated in a program of rehabilita
tion for such condition, and 

"fiiJ such condition is su,fficienUy under 
control to enable such veteran to pursue 
such veteran's chosen program of education 
under this chapter. 

"fB)(iJ Notwithstanding the provisions of 
paragraph (1) of this subsection, a veteran 
may be granted an extension of the applica
ble delimiting period because of such condi
tion upon application for such extension 
made within one year ajter ([) the last date 
of the delimiting period otherwise applica
ble under this section, fiiJ the termination 
of the last period of such treatment or such 
program of rehabilitation, or ([IIJ the date 
on which final regulations prescribed pursu
ant to subparagraph fA) of this paragraph 
are published in the Federal Register, which
ever is the latest. 

"(ii) An extension of the applicable delim
iting period because of such condition shall 
be limited to the period of time the veteran 
was receiving treatment or the period of 
time the veteran was participating in a pro
gram of rehabilitation for such condition 
plus such additional length of time as the 
veteran demonstrates, to the satisfaction of 
the Administrator, that the veteran was pre
vented by such condition for initiating or 
completing such program of education, but 
in no event shall the extension be for more 
than Jour years. When such extension is 
granted, the delimiting period with respect 
to such veteran will again begin running on 
the first day, following such condition be
coming su,Jficiently under control to enable 
such veteran to pursue such veteran's chosen 
program of education under this chapter, on 
which it is reasonably feasible, as deter
mined in accordance with such regulations, 
for such veteran to initiate or resume pur
suit of a program of education with educa
tional assistance under this chapter.". 

fc) Section 1712fb) is amended
(1) in paragraph (2)-
(AJ by inserting "or because of a condition 

rand under the circumstances) described in 
paragraph f3)(AJ of this subsection" ajter 
"misconduct"; 

fBJ by inserting "(except as provided in 
paragraph f3HBHiiJ of this subsection)" 
ajter "length of time"; and 

fCJ by inserting "because of such disabil
ity" ajter "sentence"; and 

f2) by inserting at the end the following 
new paragraph: 

"f3)(AJ A condition referred to in para
graph f2) of this subsection as described in 
this paragraph is an alcohol or drug depend
ence or abuse condition of an eligible person 
in a case in which it is determined, under 

regulations which the Administrator shall 
prescribe, that-

"(i) such person ([) has received recog
nized treatment for such condition, or ([[) 
has participated in a program of rehabilita
tion for such condition, and 

"(ii) such condition is su,Jficiently under 
control to enable such person to pursue such 
person's chosen program of education under 
this chapter. 

"(B)(i) Notwithstanding the provisions of 
paragraph (2) of this subsection, an eligible 
person may be granted an extension of the 
applicable delimiting period because of such 
condition upon application for such exten
sion made within one year ajter ([) the last 
date of the delimiting period otherwise ap
plicable under this section, fll) the termina
tion of the last period of such treatment or 
such program of rehabilitation, or fill) the 
date on which final regulations prescribed 
pursuant to subparagraph fA) of this para
graph are published in the Federal Register, 
whichever is the latest. 

"(iiJ An extension of the applicable delim
iting period because of such condition shall 
be limited to the period of time the eligible 
person was receiving treatment or the 
period of time such person was participat
ing in a program of rehabilitation for such 
condition plus such additional length of 
time as such person demonstrates, to the sat
isfaction of the Administrator, that such 
person was prevented by such condition 
from initiating or completing such program 
of education, but in no event shall the exten
sion be for more than Jour years. When such 
extension is granted, the delimiting period 
with respect to such person will again begin 
running on the first day, following such con
dition becoming su,Jficiently under control 
to enable such person to pursue such per
son's chosen program of education under 
this chapter, on which it is reasonably feasi
ble, as determined in accordance with such 
regulations, tor such person to initiate or 
resume pursuit of a program of education 
with educational assistance under this 
chapter.". 

TITLE III-VETERANS' EMPLOYMENT 
AMENDMENTS 

CONGRESSIONAL FINDINGS 

SEc. 301. The Congress makes the follow
ing findings: 

f1) There exists serious unemployment and 
underemployment among disabled veterans 
and veterans of the Vietnam era. 

f2) Alleviating unemployment and under
employment among such veterans is a na
tional responsibility. 

( 3) Because of the special nature of such 
veterans' employment and training prob
lems and the national responsibility to meet 
those problems, policies and programs to ad
dress those problems need to be effectively 
and vigorously implemented by the Secre
tary of Labor through the Assistant Secre
tary of Labor /or Veterans' Employment. 

PURPOSE OF JOBS TRAINING PROGRAMS 

SEc. 302. Section 2002 is amended-
(1) by inserting "and regulations" ajter 

"to this end policies"; and 
f2J by inserting a comma and "with prior

ity given to the needs of disabled veterans 
and veterans of the Vietnam era," ajter "op
portunities". 

STATE AND ASSISTANT DIRECTORS FOR 
EMPLOYMENT 

SEc. 303. fa)(1J Section 2003 is amended by 
striking out the section heading and all of 
the matter preceding clause (1) and insert
ing in lieu thereof the following: 
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"§ 2003. State and Assistant State Directors 

tor Veterans' Employment 
"fa) The Secretar-y of Labor shall assign to 

each State a representative of the Veterans' 
Employment Service who shall serve as the 
State Director tor Veterans' Employment, 
and shall assign lull-time clerical support to 
each such Director. The SecretarY shall also 
assign to each State one Assistant State Di
rector tor Veterans' Employment per each 
250,000 veterans and eligible persons of the 
State veterans population and such addi
tional Assistant State Directors tor Veter
ans' Employment as the Secretar-y shall de
termine, based on the data collected pursu
ant to section 2007 of this title. as are neces
sar-y to caTTY out effectively the purposes of 
this chapter. Full-time Federal clerical sup
port personnel assigned to State Directors 
tor Veterans' Employment shall be appoint
ed in accordance with the provisions of title 
5 governing appointments in the competi
tive service and shall be paid in accordance 
with the provisions of chapter 51 and sub
chapter III of chapter 53 of such title. 

"fbJ Each State Director tor Veterans' Em
ployment and each Assistant State Director 
tor Veterans' Employment assigned to serve 
in any State f1J shall be an eligible veteran 
who at the time of appointment has been fAJ 
a bona fide resident of the State tor at least 
two years, or fBJ if the Secretar-y, through 
the Assistant Secretar-y of Labor tor Veter
ans' Employment, determines after a good 
faith search within the State that there is no 
eligible veteran available tor appointment 
who meets such requirement and who is also 
quali./ied tor the position. an Assistant State 
Director tor Veterans' Employment tor at 
least one year in any other State. and f2J 
shall be appointed in accordance with the 
provisions of tiUe 5 governing appointments 
in the competitive service and be paid in ac
cordance with the provisions of chapter 51 
and subchapter III of chapter 53 of such 
title. 

"fcJ Each State Director tor Veterans' Em
ployment and Assistant State Director tor 
Veterans' Employment shall be attached to 
the public employment service system of the 
State to which such Director is assigned. 
Such Director shall be administratively re
sponsible to the Secretar-y of Labor tor the 
execution of the veterans' and eligible per
sons' counseling and placement policies of 
the Secretar-y through the public employ
ment service system and in cooperation 
with other employment and training pro
grams administered by the Secretar-y, by 
other Federal jobs training program grant
ees in the State. or directly by the State. 

"(d) In cooperation with the statts of the 
public employment service system and of 
each other program in the State described in 
subsection fc) of this section, the State Di
rector tor Veterans' Employment tor the 
State and the Assistant State Director tor 
Veterans' Employment tor the State shall-". 

f2J The item relating to section 2003 in the 
table of sections at the beginning of chapter 
41 is amended to read as follows: 

"2003. State and Assistant State Directors 
tor Veterans' Employment.". 

(b) Clause (6) of such section is amended 
to read as follows: 

"(6) promote the participation ot veterans 
in Federal employment and training pro
grams and monitor the implementation and 
operation of such programs to ensure that 
eligible veterans, disabled veterans, and vet
erans of the Vietnam era receive such spe
cial consideration or priority in the provi
sion of services as u required by law or regu
lation;". 

fc) Such section is further amended by 
striking out the period at the end of clause 
f7J and inserting in lieu thereof a semicolon 
and adding at the end the following: 

"(8) supervise the listing of jobs and subse
quent referrals of qualified veterans as re
quired by section 2012 of this title; 

"(9) be responsible tor ensuring that com
plaints of discrimination filed under section 
2012 of this title are resolved in a timely 
fashion; 

"f10J working closely with appropriate 
Veterans' Administration officials, cooper
ate with employers in identifying disabled 
veterans who have completed or are enrolled 
in training under chapter 31 of this title; 

"f11J cooperate with the directors of the 
veterans assistance offices established under 
section 242 of this title in identifying and 
assisting veterans who have readjustment 
problems and who may need employment 
placement assistance or vocational training 
assistance; and 

"f12J in the case of disabled veterans, 
when requested by Federal and State agen
cies and private employers, assist those enti
ties in identifying and acquiring prosthetic 
and sensor-y aids and devices which tend to 
enhance disabled veterans' employability.". 

DISABLED VETERANS' OUTREACH PROGRAM 
SPECLtLISTS 

SEc. 304. fa) Section 2003faJ is amended
(1) in paragraphs f1J and f3J, by striking 

out "available to" and inserting in lieu 
thereof "available tor use in·~· 

f2J in paragraph (2), by striking out "pro
vided to" and inserting in lieu thereof "pro
vided tor use in"; and 

f3J by adding at the end the following new 
paragraph: 

"(5) The distribution and use of funds pro
vided tor use in States under this section 
shall be subject to the continuing supervi
sion and monitoring of the Assistant Secre
tar-y tor Veterans' Employment and shall not 
be governed by the provisions of any other 
law, or regulation prescribed thereunder, 
that is inconsistent with the provisions of 
this section.". 

fbJ Subsection fb)(2J of such section is 
amended-

(1) by inserting a comma and "except that 
the Secretar-y, after consultation with the 
appropriate State Directors assigned under 
section 2003 of this title. may grant waivers 
ot such limitation as long as the percentage 
of such specialists so stationed in all States 
does not exceed 80 percent of such special
ists stationed in all States" after "such 
State"; and 

f2J by striking out "section 621A" and in
serting in lieu thereof "section 612A ". 

fcJ Subsection fcJ of such section is 
amended-

( 1J by striking out "prime sponsors under 
the Comprehensive Employment and Train
ing Act" in paragraph f4J and inserting in 
lieu thereof "appropriate grantees under 
other Federal employment and training pro
grams"; and 

f2J by adding at the end the following new 
paragraph: 

"(8) Development of outreach programs in 
cooperation with the Veterans' Administra
tion's vocational rehabilitation stat/, with 
institutions of higher learning, and with 
employers to assure maximum assistance to 
disabled veterans who have completed or are 
enrolled in training under chapter 31 of this 
title.". 

(d) Section 2003A is further amended-
(1) by striking out subsection fdJ in its en

tirety; 

(2) by redesignating subsection feJ as sub
section fdJ; and 

f3J by adding at the end of subsection fdJ 
fas redesignated by clause f2J of this subsec
tion) the following new sentence: "In ad
ministering the program provided tor in this 
section. the Assistant Secretar-y of Labor tor 
Veterans' Employment shall monitor the ap
pointment of veterans to serve as disabled 
veteran outreach program specialists to 
ensure that appointments are made in ac
cordance with the preference requirements 
prescribed in subsection fa)(2J of this sec
tion.". 

ESTIMATES OF FUNDS FOR ADMINISTRATION 

SEc. 305. fa) Section 2006faJ is amended
f1J by inserting in the first sentence "and 

chapters 42 and 43 of this title" after "of 
this chapter"; 

(2) by adding after the third sentence the 
following new sentence: "Estimates referred 
to in the preceding sentence shall include 
amounts necessar-y to fund the disabled vet
erans' outreach program under section 
2003A of this title and shall be approved by 
the Secretar-y of Labor only if the level of 
funding proposed is in compliance with 
such section."; and 

f3J by adding at the end the following new 
sentence: "The Secretar-y shall caTTY out the 
provisions of this subsection through the As
sistant Secretar-y tor Veterans' Employ
ment.". 

fb) Subsection (d) of such section is 
amended by inserting a comma and "upon 
the recommendation of the Assistant Secre
tar-y of Labor tor Veterans' Employment," 
after "Secretar-y of Labor". 

ANNUAL REPORT TO CONGRESS 

SEc. 306. Section 2007fcJ is amended by 
adding at the end the following new sen
tence: "The report shall also include a report 
on activities carried out under section 
2003A ot this title.". 

APPLICABILITY OF CHAPTER 42 PROGRAMS 

SEc. 307. Section 2011f5J is amended to 
read as follows: 

"(5) The terms 'department or agency' and 
'department, agency, and instrumentality in 
the executive branch' each mean any agency 
of the Federal Government or the District of 
Columbia, including any Executive agency 
as defined in section 105 of title 5, and the 
United States Postal Service and the Postal 
Rate Commission.". 

REPORTS OF CONTRACTORS ON VETERANS' 
EMPLOYMENT EMPHASIS 

SEc. 308. fa) Section 2012 is amended by 
adding at the end the following new subsec
tion: 

"fd)(1J Each contractor with respect to 
which subsection fa) of this section applies 
shall report at least annually to the Secre
tar-y of Labor on the number of veterans of 
the Vietnam era and the number of special 
disabled veterans in the work force of such 
contractor by job categor-y and hiring loca
tion. 

"(2) The Secretar-y of Labor shall insure 
that the administration of the reporting re
quirement under paragraph f1J of this sub
section is coordinated with respect to re
quirements for the contractor to make other 
reports to the Secretar-y of Labor.". 

fbJ Within ninety days after the date of 
the enactment of this Act, the Secretary of 
Labor shall prescribe regulations imple
menting the amendment made by subsection 
raJ. 
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JURISDICTION OF ASSISTANT SECRETARY OF 

LABOR FOB VETERANS' EMPLOYMENT 

SEc. 309. faJ Section 2025 is amended to 
read as follows: 
'1 2025. Jurisdiction; assistance in obtain

ing reemployment 
"(a) The Secretary of Labor shall carry out 

the provisions of this chapter through the 
Assistant Secretary of Labor tor Veterans' 
Employment. 

"(bJ The Secretary shall render aid in the 
replacement in their former positions or re
employment of persons who have satisfacto
rily completed any period of active duty in 
the Armed Forces or the Public Health Serv
ice. In rendering such aid, the Secretary 
shall use existing Federal and State agencies 
engaged in similar or related activities and 
shall utilize the assistance of volunteers.". 

fbJ The item relating to section 2025 in the 
table of sections at the beginning of chapter 
43 is amended to read as follows: 

"2025. Jurisdiction; assistance in obtaining 
reemployment.". 

REPEAL OF EXEMPLARY REHABILITATION 
CERTIFICATES PROGRAM 

SEc. 310. Section 6 of Public Law 90-83 (81 
Stat. 221; 29 U.S.C. 601-607) is repealed. 

TITLE IV-MISCELLANEOUS 
IMPROVEMENTS 

ASSIGNMENTS BY VETERANS ADMINISTRATION 
INSURANCE BENEFICIABIES 

SEc. 401. raJ Section 718 is amended by in
serting at the end the following new subsec
tion: 

"(c) Except as to insurance granted under 
section 722fbJ of this title, in any case in
volving a dispute between two or more per
sons, each of whom is claiming proceeds of a 
policy maturing on or a.tter the date of the 
enactment of this subsection. an assignment 
of aU or any portion of the proceeds to a 
person other than a person speci.fied in sub
section fbJ of this section is authorized to re
solve such dispute v the proposed assignee 
claims such proceeds on the grounds that-

."(1) the insured during such insured's life
time designated such proposed assignee as 
the beneficiary; 

"(2) the insured contracted during such 
insured's lifetime with such proposed as
signee to designate such proposed assignee 
as the beneficiary; or 

"( 3J such proposed assignee was named, 
during such insured's lifetime. in a judicial 
order or decree as a person whom the in
sured was ordered to designate as the benefi
ciary or to retain as the designated benefici
ary. 
Except in cases in which the insurance pro
ceeds are payable in a lump sum. the desig
nated contingent beneficiary, if any, must 
join in any such assignment by a person 
upon whose death or disquali,fication such 
contingent beneficiary's claim to the pro
ceeds would be predicated. ". 

fbJ Section 753 is amended-
(1J by inserting "fa)" before '~ny"; and 
(2) by adding at the end the following new 

subsection: 
"(bJ In any case involving a dispute be

tween two or more persons, each of whom is 
claiming proceeds of a policy maturing on 
or a.tter the date of the enactment of this 
subsection. an assignment of all or any por
tion of the proceeds to a person other than a 
person speci.fied in subsection fa) of this sec
tion is authorized to resolve such dispute if 
the proposed assignee claims such proceeds 
on the grounds that-

"(1) the insured during such insured's life
time designated sw;h proposed assignee as 
the beneficiary; 

"(2) the insured contracted during such 
insured's lifetime with such proposed as
signee to designate such proposed assignee 
as the beneficiary,· or 

"f3J such proposed assignee was named, 
during such insured's lifetime, in a judicial 
order or decree as a person whom the in
sured was ordered to designate as the benefi
ciary or to retain as the designated benefici
ary. 
Except in cases in which the insurance pro
ceeds are payable in a lump sum. the desig
nated contingent beneficiary, if any, must 
join in any such assignment by a person 
upon whose death or disqualification such 
contingent beneficiary's claim to the pro
ceeds would be predicated.". 

REMOVAL OF TIME RESTRICTION FOB FILING 
INSURANCE CLAIMS 

SEc. 402. Section 770 is amended-
(1) by amending subsection fcJ by striking 

out the second sentence; and 
(2) by adding at the end the following new 

subsection: 
"(hJ Under no circumstances shall insur

ance payable under this subchapter escheat 
to a State, and payment shall not be made to 
the insured's estate or the estate of any bene
ficiary unless it is a.t/irmatively shown that 
any sum to be paid will not escheat.". 

BURIAL BENEFITS FOB CERTAIN INDIGENT 
VETERANS OF WAR77ME SERVICE 

SEc. 403. Section 902 is amended by 
adding at the end the following new subsec
tion: 

"(c)(1J For the purposes of this section. a 
deceased veteran of any war or a deceased 
veteran who was discharged or released 
from active military, naval, or air service 
for a service-connected disability shall be 
deemed to have been in receipt of pension at 
the time of such veteran's death if a State or 
political subdivision of a State certi,fies in 
writing to the Administrator that-

"( A) there is no next of kin or other person 
claiming the body of such deceased veteran.· 

"fBJ such State or political subdivision 
has assumed responsibility for the burial 
and funeral expenses of such deceased veter
an; and 

"(CJ there is not available, other than 
from such State or political subdivision. an 
amount of resources or funds su.t/icient to 
cover the burial and funeral expenses of 
such deceased veteran. 

"(2) The payment made on behalf of such 
deceased veteran -under subsection fa) of 
this section as a result of paragraph f1J of 
this subsection shall, notwithstanding the 
provisions of subsection fbJ of this section. 
be paid to such State or political subdivi
sion and shall be the lesser of $300 or the 
actual burial and funeral expenses incurred 
by such State or political subdivision.". 
GUARANTEED LOANS TO REFINANCE LIENS ON 

MANUFACTURED HOMES AND TO PURCHASE MAN
UFACTURED HOME LOTS,· CHANGE IN NOMENCLA
TURE 

SEc. 404. fa) Section 1819faJ is amended
(1J by striking out "one of the following 

purposes" and inserting in lieu thereof "the 
purpose or purposes speci,fied in one of the 
following clauses"; 

f2J in paragraph (1), by inserting at the 
end the following new clause: 

"fGHiJ To refinance in accordance with
paragraph f5J of this subsection an existing 
loan that was made tor the purchase of and 
is secured by a manu.tactured home, and fiiJ 
to purchase a lot on which such manu.tac
tured home is or will be placed. ",· 

f3J in paragraph f2J, by striking out "any 
of the purposes described in paragraph f1J of 

this subsection" and inserting in lieu there
of "a purpose specified in any one of the 
clauses fAJ through fEJ or fGJ of paragraph 
(1J of this subsection or for the purposes 
specijied in clause fGJ of such paragraph"; 

f4J in paragraph (3), by striking out "fCJ 
or fEJ" and inserting in lieu thereof "fCJ, 
fEJ, or fGJ"; and 

f5J by inserting at the end the following 
new paragraph: 

"f5)(AJ For a loan to be guaranteed for the 
purposes speci,fied in clause fGJ of para
graph (1) of this subsection-

"(iJ the loan must be secured by the same 
manu.tactured home as was the loan being 
refinanced and such manu.tactured home 
must be owned and occupied by the veteran 
as such veteran's home; and 

"fiiJ the amount of the loan may not 
exceed an amount equal to the sum of-

"( IJ the purchase price of the lot. 
"(IIJ the amount (if anyJ determined by 

the Administrator to be appropriate under 
paragraph f2J of this subsection to cover the 
cost of necessary preparation of such lot. 

"fiiiJ the balance of the loan being refi
nanced, and 

"fiVJ such closing costs (including any 
discount permitted pursuant to section 
1803fc)(3)(EJ of this title) as may be author
ized by the Administrator, under regulations 
which the Administrator shall prescribe, to 
be included in such loan. 

"(BJ When a loan is made to a veteran for 
the purposes specijied in clause fGJ of para
graph (1) of this subsection. and the loan 
being refinanced was guaranteed, insured, 
or made under this section. the portion of 
the loan made tor the purpose of refinancing 
such loan may be guaranteed by the Veter
ans' Administration under this chapter 
without regard to the amount of outstand
ing guaranty entitlement available for use 
by such veteran. and the amount of such vet
eran's guaranty entitlement shall not be 
charged as a result of any guaranty provid
ed for such purpose. For the purposes of sec
tion 1802fbJ of this title, such portion of 
such loan shall be deemed to have been ob
tained with the guaranty entitlement used 
to obtain the loan being refinanced.". 

fbJ Section 1803fc)(3J is amended-
( 1J by striking out "or" at the end of 

clause fCJ; 
f2J by striking out the period at the end of 

clause fDJ and inserting in lieu thereof a 
semicolon and "or'~· and 

f3J by inserting at the end the following 
new clause: 

"fEJ to refinance indebtedness and pur
chase a manu.tactured-home lot pursuant to 
section 1819fa)(1)(GJ of this title, but only 
with respect to that portion of the loan used 
to refinance such indebtedness.". 

fc)(1J Section 1811 is amended-
fA) by striking out in subsection fc)(1J 

"mobile home" and inserting in lieu thereof 
"manu.tactured home"; and 

fBJ by striking out in subsection fd)(1J 
"mobile home" and inserting in lieu thereof 
"manu.tactured home". 

(2) Section 1819 is further amended-
fA) by striking out "mobile home" each 

place it appears and inserting in lieu there
of "manu.{actured home'~· 

fBJ by striking out "mobile homes" each 
place it appears and inserting in lieu there
of "manu.tactured homes"; 

fCJ by striking out "mobile-home" both 
places it appears in subsection faH4HAHiiJ 
and inserting in lieu thereof "manu.tac
tured-home"; and 

fDJ by amending the catchline to read as 
follows: 
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"§ 1819. Loans to purchase manv.tactured 

homes and lots". 
f3J The table of sections at the beginning 

of chapter 37 is amended by amending the 
item related to section 1819 to read as Jol· 
lows: 

"1819. Loans to purchase manv.tactured 
homes and lots.". 

PERIOD FOR REQUEST OF OVERPAYMENT WAIVER 

SEC. 405. Section 3102fa) is amended-
(1) by striking out "two years" and insert

ing in lieu thereof "one hundred and eighty 
days"; and 

f2J by inserting a comma and "or within 
such longer period as the Administrator de· 
termines is reasonable in a case in which 
the payee demonstrates to the satisfaction of 
the Administrator that such notification 
was not actually received by such payee 
within a reasonable period ajter such date" 
ajter "payee". 

MINIMUM SERVICE REQUIREMENT 

SEc. 406. fa) Section 3103A is amended
f1J by redesignating subsection fdJ as sub

section feJ and inserting after subsection (c) 
the following new subsection: 

"(d)(1J Notwithstanding any other provi
sion of law and except as provided in para
graph f 3J of this subsection, a person de· 
scribed in paragraph f2J of this subsection 
who is discharged or released from a period 
of active duty before completing the shorter 
of-

"fAJ twenty-four months of continuous 
active duty, or 

"(BJ the tuU period for which such person 
was called or ordered to active duty, 
is not eligible by reason of such period of 
active duty tor bentifits under Federal law 
(other than a law described in subsection fa) 
of this section) on the basis of such person's 
period of active duty, and no dependent or 
survivor of such person shaU be eligible for 
such bentifits on such basis. 

"(2) Paragraph (1) of this subsection ap
plies-

"fAJ to any person who originaUy enlists 
in a regular component of the Armed Forces 
ajter September 7, 1980; and 

"(BJ to any other person who enters on 
active duty on or ajter the date of the enact
ment of this subsection and has not previ· 
ously completed a continuous period of 
active duty of at least twenty-four months or 
been discharged or released from active duty 
under section 1171 of title 10. 

"(3) Paragraph (1) of this subsection does 
not apply-

"( A) to any person described in this sub
section fb)(3J fA), fBJ, or fCJ of this section,· 
or 

"(BJ to any benefit fiJ under the Social Se
curity Act other than additional wages 
deemed to have been paid, under section 
229faJ of the Social Security Act f42 U.S.C. 
429fa)J, for any calendar quarter beginning 
on or ajter the date of the enactment of this 
subsection, or fiiJ under title 5 other than 
bentifits based on meeting the definition of 
preference eligible in section 2108(3) of such 
title."; 

f2J in subsection feJ fas . redesignated by 
clause (1) of this subsection) by inserting 
"(including a right to special consideration, 
preference, Priority, or similar advantage)" 
ajter "privilege"; and 

( 3) by adding at the end the following new 
subsection: 

"(/) Nothing in this section shall be con
strued to deprive any person of any proce
dural rights, including any rights to assist
ance in applying tor or claiming a benefit.". 

fb)(1J Subsection fdJ of section 3103A of 
title 38, United States Code, as added by 
subsection fa), shall not apply with respect 
to the receipt by any person of any benefit 
provided by or pursuant to law before the 
date of the enactment of this Act. 

f2J For the purposes of paragraph f1J of 
this subsection, additional wages deemed to 
have been paid under section 229faJ of the 
Social Security Act f42 U.S.C. 429faJJ shall 
be considered to be a benefit that was re
ceived by a person on the date that such 
person is discharged or released from active 
duty (as defined in section 101f21J of title 
38, United States Code). 

SEc. 407. Section 977 of title 10, United 
States Code, is superseded. 

CORRESPONDENCE TR.AJNING 

SEC. 408. Notwithstanding any provision 
of law unless that law is enacted as an 
amendment to section 1786fa)(3) of title 38, 
United States Code, in a reconciliation bill 
pursuant to the Congressional Budget Act of 
1974, funds in the Veterans' Administration 
readJustment benefits account shall be 
available for payments under paragraph f1J 
of section 1786faJ of such title for the pur
suit of a program of education exclusively 
by correspondence. 

LIMITATIONS ON CONTRACTING OUT 

SEc. 409. fa) It is the policy of the United 
States that the Veterans' Administration 
shaU-

f1J maintain a comprehensive, nationwide 
health-care S'J!Stem for the direct provision 
of quality health-care services to eligible vet
erans; and 

(2) provide such services through the most 
cost-effective means that are consistent with 
carrying out fully the Junctions of the De· 
partment of Medicine and Surgery of the 
Veterans' Administration under title 38, 
United States Code. 

fbJ Section 5010 is amended by adding at 
the end the following new subsection: 

"fc)(1J Notwithstanding any other provi
sion of law but except as provided in para
graph (2) of this subsection-

" fA) no contract may be entered into as a 
result of which an activity at a health-care 
facility over which the Administrator has 
direct jurisdiction would be converted from 
an activity performed by employees of the 
Federal Government to an activity per
formed by individuals who are employees of 
a contractor of the Federal Government 
unless the Chief Medical Director has deter
mined that such activity is not a direct pa
tient care activity or an activity incident to 
direct patient care; and 

"fBJ in the case of an activity determined 
by the Chief Medical Director under clause 
fA) of this paragraph to be neither such ac
tivity, the Administrator, ajter considering 
the advice of the Chief Medical Director and 
the result of a study described in subsection 
fa)(5J of this section, which study shall be 
based on an estimate of the most efficient 
and cost-effective organization tor the effec
tive performance of the activity by Veteram' 
Administration employees, may, in the exer
cise of the Administrator's sole discretion 
but only under the conditions described in 
the following sentence, enter into a contract 
as a result of which an activity at a health
care facility over which the Administrator 
has direct jurisdiction would be converted 
from an activity performed by employees of 
the Federal Government to an activity per
formed by individuals who are employees of 
a contractor of the Federal Government. The 
Administrator may enter into such a con
tract only if the Administrator determines 
that-

"fiJ over the proposed duration of the con
tract the cost to the Federal Government of 
([) performing such activity under such con
tract plus fiiJ the conduct of such study 
would be not less than 10 percent lower than 
the cost of performance of such activity by 
employees of the Federal Government, and 

"fiiJ such contract would not result in a 
reduction in the quantity or quality of 
health-care services provided to eligible vet
erans by the Veterans' Administration at 
such facility. 

"(2) The provisions of paragraph (1) of 
this subsection do not apply fAJ to any con
tract or agreement under chapter 17 or sec
tion 5011, 5011A, or 5053 of this title or sec
tion 686 of title 31, or fBJ to a contract 
under section 4117 of this title if the Chief 
Medical Director determines that such con
tract is necessary to obtain services at a Vet
erans' Administration facility that could 
not otherwise be provided at such facility.". 

SEc. 410. fa)(1J Section 601 is amended by 
adding at the end the following new para
graph: 

"f9J The term 'chiropractic services' 
means the manual manipulation of the 
spine performed by a chiropractor fwho is li· 
censed as such by the State in which he or 
she performs such services and who meets 
the uniform minimum standarcts promul· 
gated for chiropractors under section 
1861fr)(5J of the Social Security Act (42 
U.S.C. 1395xfr)(5JJJ to correct a subluxation 
of the spine. For the purposes of this para
graph, such term does not include phyrical 
examinations, laboratory tests, radiologic 
services, or other tests or services deter
mined by the Administrator to be excluded.". 

f2HAJ Subchapter III of chapter 17 of such 
title is amended by adding at the end thereof 
the following new section: 
"§ 630. Chiropractic services 

"fa) The Administrator shall, under regu
lations which the Administrator shaU pre
scribe, reimburse a veteran eligible tor medi· 
cal services under this chapter tor the rea
sonable charge for chiropractic services, .for 
which such veteran has made payment, if-

"(1) such chiropractic services were tor the 
treatment of a service-connected neuro
musculoskeletal condition of the spine. 

"f2J the veteran is a veteran who has been 
furnished hospital care by the Veterans' Ad
ministration for a neuromusculoskeletal 
condition of the spine within a twelve
month period prior to the provirion of such 
chiropractic services, or 

"( 3) the veteran is a veteran described in 
section 612ff)(2J of this title who has been 
furnished hospital care or medical services 
by the Veterans' Administration for a neuro
musculoskeletal condition of the spine, to 
the extent that such veteran is not entitled 
to such chiropractic services or reimburse
ment for the expemes of such services under 
an insurance policy or contract, medical or 
hospital service agreement, membership or 
subscription contract, or similar arrange
ment for the purpose of providing, paying 
for, or reimbursing expemes for such serv
ices. 

"fbJ In any case in which reimbursement 
may be made under this section, the Admin· 
istrator may, in lieu of reimbursing such 
veteran, make payment of the reasonable 
charge for such chiropractic services direct
ly to the chiropractor who furni8hed such 
services. 

"fc)(l) The Administrator shall, in consul
tation with appropriate pu.blic and nonprof· 
it private organizations and other Federal 
departments and age11cies that provide re-
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imbunement for chiropractic services, es
tablish a schedule of reasonable charges for 
such seroices, which schedule shall be con
sistent with the reasonable charges allowed 
under title XVIII of the Social Security Act 
f42 U.S.C. ch. 7). 

"(2) The amount payable by the Adminis
trator for chiropractic seroices furnished 
under this section shall not exceed $200 in 
any twelve-month period in the case of any 
veteran. 

"fd) Notwithstanding any other provision 
of this title, total expenditures for chiro
practic services reimbuned under this sec
tion shall not exceed $4,000,000 in any fiscal 
year and no reimbunement or payment may 
be made under this section for chiropractic 
seroices furnished a.tter September 30, 1986." 

fBJ The table of sections at the beginning 
of chapter 17 of such title is amended by in
serting a.tter the item relating to section 629 
the following new item· 

"630. Chiropractic services.". 

fbJ Not later than December 31, 1983 and 
not later than December 31 of each of the 
next three years therea.tter, the Administra
tor of Veterans' Affairs shall prepare and 
submit to the Committees on Veterans' Af
fairs of the Senate and the House of Repre
sentatives reports on the use made of the au
thority provided for in the amendments 
made by the first section. Each such report 
shall include-

f1J the number of requests by eligible veter
ans for reimbursement or payment for chiro
practic services in the most recent fiscal 
year under section 630 fas added by subsec
tion fa)(2)(AJ of this section), and the 
number of such veterans who made such re
quests; 

f2J the number of reimbursements or pay
ments made by the Administrator of Veter
ans' Affairs under such section in such 
fiscal year and the number of veterans to or 
for whom such reimbursements or payments 
were made; and 

f 3) the total amounts of expenditures by 
the Administrator of Veterans' Affairs for 
such reimbursements and payments under 
such section in such fiscal year. 

TITLE V-EFFECTIVE DATES 
SEc. 501. fa) Except as otherwise provided 

in subsections fb), fcJ, fdJ, feJ, and ff) the 
provisions of this Act shall become effective 
on October 1, 1982. 

fb) The provisions of sections 207, 208, 
308fb), and 406 shall be effective on the date 
of the enactment of this AcL 

fc)(1) The provisions of section 111 shall 
take effect on October 1, 1982. 

f2) As soon as practicable a.tter September 
30, 1982, the Administrator of Veterans' Af
fairs shall make a payment to each person 
who would have been entitled to any pay
ment under section 410fb) of title 38, United 
States Code, for any portion of the period 
beginning on October 1, 1978, and ending on 
September 30, 1982, if the amendment made 
by section 111 had taken effect on October 1, 
1978. Such payment shall be a lump-sum 
payment in the total amount such person 
would have been entitled to receive if such 
amendment had taken effect on October 1, 
1978. 

fd) The amendment made by section 403 
shall apply with respect to burial and funer
al expenses incurred a.tter October 1, 1982. 

fe) The amendment made by section 405 
shall take effect on the one hundred and 
eightieth day a.tter the date of the enactment 
of this Act. 

ff) Section 408 shall take effect on the day 
aJter the effective date of any law fiJ that is 

enacted a.tter August 19, 1982, and fii) that 
the Administrator of Veterans' Affairs deter
mines to be inconsistent with the provisions 
of such section. 

Mr. BAKER. Mr. President, I send a 
title amendment to the desk and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

To amend the title so as to react 
An act to amend title 38, United States 

Code, to increase the rates of disability com
pensation for disabled veterans, to increase 
the rates of dependency and indemnity com
pensation for surviving spouses and children 
of disabled veterans, and to modify and im
prove the education and vocational rehabili
tation programs administered by the Veter
ans' Administration and veterans' employ
ment programs administered by the Depart
ment of Labor, and for other purposes. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment to the title. 

The amendment was agreed to. 
Mr. ROBERT C. BYRD. Mr. Presi

dent, before the Senator proceeds, I 
wish to thank the distinguished major
ity leader for calling up this measure, 
as he indicated on yesterday that he 
would. I thank him for his very kind 
remarks in my behalf. 

Mr. BAKER. Mr. President, I was 
pleased to do so, and I am happy that 
we were able to pass this important 
measure at this time. 

Mr. President, I now ask that Calen
dar Order No. 808 be indefinitely post
poned. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

ORDER OF• PROCEDURE 
Mr. BAKER. Mr. President, there 

are two matters to be taken up, I un
derstand. One is conference report on 
the reclamation bill, S. 1409, the Buf
falo Bill Dam, Pick-Sloan Missouri 
Basin bill, and also the banking bill. I 
sort of yield to Members as to which 
one of those they want to go with 
next. I am prepared to ask the Chair 
to lay either one of them before us at 
this time. 

Mr. McCLURE. Will the Senator 
yield? 

Mr. BAKER. I yield to the Senator 
from Idaho. 

The PRESIDING OFFICER. The 
Senator from Idaho. 

Mr. McCLURE. Mr. President, the 
Senator from Ohio <Mr. METZENBAUM) 
is on the floor and has an interest in 
the reclamation conference report, 
and the Senator from Wisconsin, Sen
ator PROXMIRE, has indicated his 
desire to speak on the matter. Senator 
MOYNIHAN also wants to speak. 

I do not know of any prolonged 
debate on this matter. At least, one or 
two of the principals have also indicat
ed that they do not intend to request a 
rollcall vote. 

With that in mind, I think we could 
take care of the conference report in a 
relatively short period of time. 

I know that I and the other mem
bers of the committee do not intend to 
debate the matter at length. We do 
have statements to make for the 
REcoRD. I would hope that we could 
have the consideration of that done 
rather quickly. 

Mr. BAKER. Mr. President, I yield 
to the Senator from Utah. 

Mr. GARN. Mr. President, I am cer
tainly willing to yield for the purpose 
of bringing up the conference report 
on the reclamation bill if it could be 
done quickly. I think most everyone in 
this body is well aware of the year
and-a-half of time which has gone into 
the banking bill. With no votes on 
Monday and the vast differences be
tween our version and the House ver
sion, if we do not get it completed 
today we can just forget it. There 
would be no way to get to a conference 
and get the conference report back. 

I just say I would be happy to yield 
to my distinguished colleague from 
Idaho to bring up the reclamation bill 
conference report if everyone under
stands the importance of the banking 
bill. I hope it can be done as expedi
tiously as possible so we can get to the 
banking bill. 

Mr. SARBANES. Will the Senator 
yield? 

Mr. BAKER. I yield. 
Mr. SARBANES. I second what the 

chairman has said. I gather it is the 
majority leader's intention to com
plete the banking bill this afternoon. 

Mr. BAKER. Yes, Mr. President, it 
is. I think if we get on with the busi
ness at hand we can do the conference 
report promptly. 

UNANIMOUS-CONSENT 
REQUEST-S. 2879 

Mr. BAKER. Mr. President, I have a 
unanimous-consent request with re
spect to the banking bill. If the minor
ity leader is prepared to consider it at 
this time, I would like to put it so 
Members will know where we stand. 

Mr. ROBERT C. BYRD. Yes. 
Mr. BAKER. Mr. President, I ask 

unanimous consent that when the 
Senate turns to the consideration of 
Calendar Order No. 774, S. 2879, it be 
considered under the following time 
agreement: 1 hour on the bill to be 
equally divided between the chairman 
of the Banking Committee and the 
ranking minority member or their des
ignees; 30 minutes on first-degree 
amendments; 20 minutes on second
degree amendments; 10 minutes on 
any debatable motion or point of order 
if submitted to the Senate, and that 
the agreement be in the usual form. 

In addition, two Boren amendments 
on which there be 1 hour each equally 
divided dealing with branching and 
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with reserve requirements on money 
market funds. 

Mr. METZENBAUM. Mr. President, 
reserving the right to object, I will 
advise the minority leader that I have 
no objection to the general thrust of 
this request, but I am concerned that 
there may be certain matters pending 
in the Senate in separate pieces of leg
islation that may be germane to this 
legislation. 

I am frank to say to the majority 
leader that until I know what the 
amendments are I will not be in a posi
tion to agree to the unanimous-con
sent request. 

Having said that, I want to empha
size that I am perfectly agreeable to 
agree to the unanimous-consent re
quest provided I know what the 
amendments are and that they are not 
some of the . other matters that are 
around the Senate at the moment and 
about which I have some concern. 

If that could be done, I would with
draw my objection. Absent that, I 
would object. 

Mr. BAKER. Mr. President, I hope 
the Senator will withhold his objec
tion for a moment. I think I know 
what he is driving at. I think we can 
clarify that in a minimum amount of 
time. I guess I have no alternative-

Mr. RIEGLE. Mr. President, will the 
Senator yield to me? 

Mr. BAKER. I yield. 
Mr. RIEGLE. If I understood cor

rectly both the request and the possi
ble objection by the Senator from 
Ohio, it is with respect to two Boren 
amendments. 

Mr. BAKER. I do not think that is 
what it is. 

Mr. RIEGLE. I just want to say to 
the Senator from Ohio that in the dis
cussions on various amendments that 
different people suggest they want to 
offer, or we assume they will offer, 
there will be a number of discussions 
going on today, some with respect to 
Senator BoREN and some with respect 
to Senators on the other side of the 
aisle. Senator BRADY has an amend
ment, and so forth. 

But the time agreement thus far, I 
think, has been satisfactory to most 
Members. I am certainly willing to 
meet with the Senator from Ohio to 
see if we can answer the questions. 

Mr. BAKER. Mr. President, may I 
interrupt the Senator? I am sorry to 
do this, but time is at a premium this 
afternoon. Let me temporarily with
draw the request and see if I cannot 
clear a matter that I believe is con
cerning the Senator from Ohio. I shall 
put the request a little later. Mean
time, the managers of the conference 
report can go forward. 

Mr. METZENBAUM. I thank the 
Senator. 

<Later the following occurred:) 
Mr. BAKER. Mr. President, I am in 

a position now to advise the distin
guished Senator from Ohio that I 

have consulted with the Senator from 
Alaska and other Senators. As far as I 
can ascertain, there is no extraneous 
amendment planned to be offered to 
the banking bill. I can assure him that 
if any such amendment is offered, the 
leadership on this side would resist 
and make every effort to defeat it. 

Mr. METZENBAUM. With that as
surance to me by the majority leader, 
Mr. President, I have no objection to 
the unanimous-consent request. 

Mr. BAKER. I am most grateful to 
the Senator. 

Mr. President, I am advised by the 
minority leader, who was called away 
to an official function, that he would 
clear this as soon as it is agreeable to 
the Senator from Ohio. I shall now 
put the request again: 

Mr. President, I ask unanimous con
sent that when the Senate turns to 
the consideration of Calendar Order 
No. 774, S. 2879, it be considered under 
the following time agreement: 

One hour on the bill to be equally 
divided between the chairman of the 
Banking Committee and the ranking 
minority member or their designees; 
30 minutes on first-degree amend
ments; 20 minutes on second-degree 
amendments; 10 minutes on any debat
able motion or point of order if sub
mitted to the Senate, with the agree
ment be in the usual form. 

One hour each on two Boren amend
ments, dealing, with branching and 
with reserve requirements on money 
market funds, with the time equally 
divided. 

The PRESIDING OFFICER. Is 
there objection? Without objection, it 
is so ordered. 

Mr. BAKER. I am grateful to all 
Senators. 

BUFFALO BILL DAM, RECLAMA
TION REFORM, AND PAPAGO 
INDIAN WATER RIGHTS-CON
FERENCE REPORT 
Mr. BAKER. Mr. President, I submit 

a report of the committee of confer
ence on S. 1409 and ask for its immedi
ate consideration. 

The PRESIDING OFFICER. The 
report will be stated. 

The assistant legislative clerk read 
as follows: 

The committee of conference on the dis
agreeing votes of the two Houses on the 
amendment of the Senate to the bill 
<S.l409) to authorize the Secretary of the 
Interior to construct, operate, and maintain 
modifications of the existing Buffalo Bill 
Dam and Reservoir, Shoshone project, Pick
Sloan Missouri Basin program, Wyoming, 
and for other purposes, having met, after 
full and free conference, have agreed to rec
ommend and do recommend to their respec
tive Houses this report, signed by a majority 
of the conferees. 

The PRESIDING OFFICER. With
out objection, the Senate will proceed 
to the consideration of the conference 
report. 

<The conference report is printed in 
the House proceedings of the REcoRD 
of September 22, 1982.) 

The PRESIDING OFFICER. The 
Senator from Idaho. 

Mr. McCLURE. Mr. President, I rise 
in strong support of the conference 
report on S. 1409, the bill which in
cludes the Buffalo Bill Dam and Res
ervoir legislation in title I, the Recla
mation Reform Act of 1982 in title II, 
and the Papago Indian water settle
ment in title III. It is a distinct privi
lege and honor for this Senator as 
chairman of the conference committee 
to bring back this conference report to 
the Senate today. I am sure that all of 
the Senate conferees, the other distin
guished members of the Senate Com
mittee on Energy and Natural Re
sources and interested parties 
throughout America share the great 
pleasure we have in reporting the suc
cessful conclusion of the conference to 
the Senate. 

Mr. President, the Senate on August 
20, 1982, passed S. 1409 with the 
Senate text for each of the three titles 
contained in this legislation. My floor 
statement at the time of that action 
explained in detail the exact parlia
mentary situation which led the 
Senate to pass S. 1409 with that text 
on that date, and I will not repeat all 
of that background here today. Suffice 
it to say, however, that the intended 
thrust of the Senate action on August 
20 was to place in conference for the 
resolution of the differences involved, 
the text of the House and Senate
passed reclamation reform bills. 

I am very pleased to report to the 
Senate today that the conference 
report which is before us responsibly 
and effectively resolves those minor 
differences included in the two bills. I 
want to take this opportunity to thank 
my distinguished colleagues from the 
Senate on the conference committee 
for their cooperation and assistance in 
bringing the conference to a quick and 
successful conclusion. Certainly, Sena
tor WALLOP, Senator JACKSON, Senator 
FoRD, Senator WARNER, and Senator 
METzENBAUM, all of whom played an 
active role in the conference delibera
tions as well as the rest of the Senate 
conferees, deserve great credit for the 
dedicated efforts necessary to resolve 
the differences before the conference. 

I also want to thank Chairman 
UDALL, Ranking Minority Member 
LuJAN and the conferees from the 
House of Representatives, Committee 
on Interior and Insular Affairs for 
their dedication to a responsible reso
lution of the differences in our bills. 
Special thanks are in order for Con
gressman KAzEN, the subcommittee 
chairman, Congressman CLAUSEN, Con
gressman PASHA YAN, Congressman 
CoELHo, and Congressman MILLER for 
their spirited and positive participa
tion in the conference process. All of 
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the conferees are to be congratulated 
for their contributions to fashioning 
the legislation before the Senate 
today. In many respects, this legisla
tion represents a landmark reform of 
existing law originally enacted in 1902 
to establish this Nation's bold and far
sighted initiative in bringing reclama
tion agriculture to the 17 Western 
States, which otherwise would have 
been afflicted with arid and nonpro
ductive agricultural potential. 

Mr. President, my remarks on July 
14, 1982, in this Chamber provided an 
extensive background to the debate 
surrounding reclamation reform legis
lation. I mentioned on July 14, that 
when I first joined the Idaho Recla
mation Association in 1953 almost 30 
years ago, that one of the pending 
items before the association in 1953 
was the need for revision of the 1902 
Reclamation Act. My personal experi
ence over the past 30 years has long 
since convinced this Senator, as I am 
sure it has similarly convinced many 
other Senators, that reform was an ab
solute necessity for our reclamation 
program. I am pleased to report that 
the conference report before us today 
accomplishes that long and much 
needed reform in a fashion which pro
vides a balanced, equitable, and even
handed approach to modernization of 
reclamation law consistent with the 
many individual, regional, and nation
al interests involved today in our Na
tion's reclamation program. 

The conference report resolves dif
ferences in six areas of crucial interest 
to western water users while address
ing the national need to modernize the 
program. Briefly, major actions were 
taken on the following key elements of 
the reclamation program: 

First. The conference report estab
lishes an absolute limit on the amount 
of subsidy that an individual or legal 
entity may receive from the reclama
tion program. The mechanism used is 
the number of acres owned or leased 
for which water can be received at a 
less-than-full-cost rate and the limits 
are clearly established in the confer
ence report; 

Second. Also, for the first time, the 
question of leasing will be addressed 
by the reclamation law. By the use of 
full cost pricing with interest and re
strictions on leasing, we will assure 
that the benefits of the program will 
flow to the landowner. 

Third. Of particular interest to 
those farmers' projects with poor soils 
or short growing seasons is the oppor
tunity to take advantage of the class I 
equivalency concept. This will allow 
additional acres to be farmed in order 
to provide a viable farming unit. 

Fourth. The conference report also 
determines the interest rate to be used 
where full cost pricing is to be applied. 
The report establishes a floor of 7¥2 
percent for all expenditures prior to 
date of enactment. 

Fifth. The conference report also es
tablishes water conservation as an in
tegral part of the reclamation pro
gram by requiring irrigation districts 
to develop a water conservation plan 
and directing the Secretary of the In
terior to coordinate water conserva
tion programs with other Federal 
agencies; and 

Sixth. And finally, the reclamation 
farmer is at last assured of being able 
to prove that when his contractual ob
ligation is paid off, his lands are free 
of the Federal presence and the 
burden of the Federal reclamation 
law. 

A detailed explanation of major pro
visions follows: 

OWNERSHIP AND PRICING LIMITATIONS 

The conferees agreed upon an own
ership and pricing limitation of 960 
acres for individuals and legal entities 
benefiting 25 or fewer individuals and 
an ownership limitation of 640 acres 
and a price limitation of 320 acres for 
legal entities benefiting more than 25 
individuals. However, the price relief 
for the first 320 acres receiving water 
would be available only to those larger 
legal entities which were receiving, or 
had received, project water on or 
before October 1, 1981. Such larger 
legal entities which had not received 
water from a Federal reclamation pro
ject on or before that date would pay 
full cost for irrigation water delivered 
to all lands. 

If a district or individual takes ad
vantage of these new ownership limi
tations, it is intended that lands which 
are currently excess will now be quali
fied if under the new limit. An individ
ual which now owns 1,000 acres would 
have to dispose of 840 acres pursuant 
to a recordable contract under existing 
law. If he elects or if the districts 
amend its contract to conform to the 
new law, that individual will only have 
to dispose of 40 acres of his ownership, 
if it is all class I lands. If the equiva
lency formula is applied, the 960-acre 
limit will be adjusted upward appro
priately. Finally, it is important to em
phasize that the "ownership limita
tion" is actually only a limitation on 
the amount of land owned which is eli
gible to receive irrigation water. A 
person may elect to continue his own
ership in excess of the "ownership lim
itation" and not receive irrigation 
water for those excess lands. 

INTEREST RATE 

The conferees adopted a full cost 
formula which blends the formula in 
the House bill and the Senate amend
ment. The House formula would be 
applied to expenditures made prior to 
the date of enactment with a provision 
that the interest rate be not less than 
7¥2 percent in any event. For expendi
tures made subsequent to the date of 
enactment, the formula contained in 
the Senate amendment would be ap
plied. 

Legal entities having 25 or fewer in
dividuals or shareholders would be 
treated in the same manner as individ
uals. However, large legal entities 
which had not been receiving water 
from a project on or before October 1, 
1981, would be charged full cost at the 
rate provided in the Senate amend
ment for all lands irrigated. Full cost 
will be calculated on a district-by-dis
trict basis. It is important to empha
size that the full cost provisions only 
apply to lands in excess of the new 
pricing acreage limitations. 

For those lands not in excess of the 
new pricing acreage limitations, the 
price of irrigation water will remain 
the same as established in existing 
contracts or in the case of future con
tracts, at a price established pursuant 
to terms and conditions under recla
mation law as it existed before enact
ment of this act. This price will contin
ue to reflect ability to pay. The only 
change will be in the application of 
the new operation and maintenance 
charge provisions. These provisions re
quire operation and maintenance costs 
to be recovered annually, but do not 
require a change in the methodology 
by which the Federal Government, a 
project or district computes such cost. 

CERTIFICATION 

The conferees agreed upon a provi
sion which requires certification of 
compliance, with the law including a 
statement of the number of acres 
leased, the term of the lease and that 
the rent reflects the reasonable value 
of the irrigation water. The conferees 
also agreed to a provision which re
quires that leases be written and for a 
term of not more than 25 years in the 
case of perennial crops and 10 years as 
to all others. 

EQUIVALENCY 

The conferees agreed that equivalen
cy should be applied only as to those 
districts which agree to an amendment 
to their contracts as required to gain 
the benefit of the increased acreage 
limitations. The conferees noted that 
the Bureau of Reclamation has adopt
ed a system of classification of lands 
within projects, but intends that the 
Bureau have flexibility to implement 
any new system of classification which 
it might develop. Furthermore, the 
conferees are aware of the fact that 
there exists statutory authorization 
for the application of an equivalency 
formula to a number of existing Fed
eral reclamation projects. Enactment 
of this legislation is not intended to 
alter in any way either the application 
of equivalency to those projects, or 
the manner in which it has been ap
plied. 

PAYOUT 

The provision approved by the con
ferees is essentially that contained in 
the House amendment. The conferees 
recognized that rehabilitation and bet
terment loans are considered as oper-

' 

. 
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ation and maintenance costs. By 
adopting the House provision, the con
ferees do not intend to imply that 
either existing or future rehabilitation 
and betterment loans subject districts 
to the extension of the application of 
the acreage limitations after repay
ment of construction charges. The 
conferees also wish to make it clear 
that a district will not be relieved of li
ability for the payment of applicable 
operation and maintenance charges 
after its repayment obligation has 
been discharged. In adopting this pro
vision, Congress is validating individ
ual or district repayment provisions of 
existing contracts. Ratification or vali
dation of such provisions of existing 
contracts by Congress on a contract by 
contract basis is therefore not re
quired or contemplated. 

WAIVER OF SOVEREIGN IMMUNITY 

The conferees agreed to the House 
language. In taking this action, the 
conferees wish to make it clear that 
the actions of the conference commit
tee should not be taken as prejudicial 
to any particular form of evidence or 
remedy under existing law, but rather 
the applicable rules of evidence and 
the applicable remedies should be em
ployed by any court entertaining a suit 
brought to determine the rights of any 
party to a reclamation contract with 
the United States. 

APPLICATION OF FULL COST TO EXCESS LANDS 

The conferees agreed upon a provi
sion which would permit delivery of 
water at subsidized rates for a period 
of 10 years from the date the contract 
was executed as to recordable con
tracts entered into prior to the date of 
enactment and for a period of 5 years 
from the date of the execution as to 
recordable contracts executed subse
quent to the date of enactment. Any 
extension of time for the disposal of 
lands under recordable contract is not 
to be considered as also extending the 
period of time in which subsidized 
water may be delivered to the lands 
under recordable contract since that 
water shall be delivered at the subsi
dized rate, for a period not less than 
18 months from the date of enact
ment, or the date when the Secretary 
again commences approval of sales 
under recordable contract in those 
cases in which he has withheld ap
proval. A special provision was adopt
ed for lands to be placed under record
able contracts in the central Arizona 
project, as noted below. 

WATER CONSERVATION 

The conferees adopted a proVISion 
which incorporates the language of 
the Senate amendment and modified 
the provisions of the House amend
ment .. The provision imposes an obli
gation upon the districts to adopt a 
water conservation program and a 
timetable for its implementation. The 
conservation program shall not be re
quired to be a part of the district's re-

payment or water service contract. 
The provision also includes the lan
guage of the House amendment pro
viding for coordination of Federal 
water conservation programs with the 
involvement of non-Federal entities. 
Any conservation programs encour
aged by the Secretary or adopted by a 
district must be pursuant to State sub
stantive and procedural law. 

Mr. President, I yield to the distin
guished Senator from Washington. 

The PRESIDING OFFICER. The 
Senator from Washington. 

Mr. JACKSON. Mr. President, I rise 
in support of the conference report on 
S. 1409. As a member of the confer
ence committee, I am particularly 
pleased with title II of the conference 
report, the Reclamation Reform Act 
of 1982. Enactment of this title will be 
the culmination of a 5-year effort by 
the Congress to modernize the Recla
mation Act of 1902. Many Senators 
will recall that the Senate-passed rec
lamation reform legislation in 1979, 
only to have it die in the other body. 

Federal reclamation law has long 
been in need of reform to reflect 
modern farming conditions. I believe 
that title II of the conference report 
meets that need. The conferees ad
dressed a number of difficult issues 
and, in my opinion, resolved them in a 
sound and equitable fashion. Despite 
sharply contrasting points of view, a 
spirit of cooperation prevailed 
throughout the conference. I thank 
each of the conferees for their fine 
work and, in particular, I thank Chair
man McCLURE and Chairman UDALL 
for their leadership throughout the 
long process of considering this impor
tant legislation. 

Although I am very pleased with 
title II of the conference report, I be
lieve it is important to remember that 
passage of this legislation does not 
complete the process of reforming the 
reclamation program. Our efforts in 
rewriting the reclamation statutes will 
accomplish nothing unless there is vig
orous and thorough enforcement of 
the law. 

Almost from its inception. Federal 
reclamation law has suffered from a 
pronounced lack of enforcement. The 
result has been a widespread pattern 
of noncompliance that has thwarted 
congressional intent and undermined 
respect for Federal law. Let there be 
no doubt that Congress does not 
intend that this situation continue. 
Federal reclamation law, as reformed 
by this legislation, must be firmly and 
fully enforced. 

I also want to take this opportunity 
to provide a brief explanation of sec
tion 203(d) of the conference report, 
which states:. 

Amendments to contracts which are not 
required by the provisions of this title shall 
not be made without the consent of the 
non-Federal party. 

This provision applies when a dis
trict becomes subject to the new law 
by amending its contract. as described 
in section 203<a>. The purpose of the 
provision is to protect a district from 
any effort by the Secretary to require 
amendments that are not necessary to 
bring the contract into conformity 
with the new law. Such amendments 
may be made only with the consent of 
the district. 

In conclusion, I believe that the con
ference report on S. 1409 is sound leg
islation, and I urge my colleagues to 
join me in supporting it. 

Mr. MOYNIHAN. Mr. President, the 
reclamation reform bill, S. 1409, is a 
marginal improvement over the bill 
passed by the Senate on July 16, 1982. 
Nonetheless, I find the bill wholly un
acceptable for reasons of commission 
as well as omission. 

This conference report like the origi
nal Senate bill fails to correct an obvi
ous inequity in the pricing of irriga
tion benefits by two Federal agencies. 
Under S. 1409, beneficiaries of irriga
tion water from Bureau of Reclama
tion projects will be required to pay 
the full cost-that is, the principal and 
interest for the water received to irri
gate lands above the 960-acre limit. 

Corps of Engineers projects on the 
other hand, will not be subject to 
these same full-cost provisions, even 
though these projects provide identi
cal irrigation benefits and have a spe
cific percentage of project costs allo
cated to irrigation. There is no ration
ale for the Federal Government to 
charge a different price for the same 
service. I offered an amendment on 
July 16, 1982, to correct this inequity 
and the Senate rejected the amend
ment. 

The bill as a whole remains seriously 
flawed. At my request. the Depart
ment of the Interior prepared a cost 
estimate of the conference agreement 
on S. 1409. According to the Depart
ment, a mere $17 million in additional 
revenue will be returned to the Treas
ury in each of the next 3 years, in
creasing to $34 million thereafter. I 
ask unanimous consent that the De
partment of the Interior letter be 
printed in the RECORD at this point. 

There being no objection, the letter 
was ordered to be printed in the 
REcoRD, as follows: 

BUREAU OF RECLAMATION, 
Wa.shington, D.C., September 24, 1982. 

Hon. JAMES A. McCLuu, 
Chairman, Senate Committee on EneTfnl 

and Natural Resources, U.S. Senate, 
Wa.shington, D. C. 

DEAR MR. CHAIRMAN: This responds to 
your inquiry concerning the additional reve
nue to the Federal Treasury that would be 
expected upon implementation of Title II of 
s. 1409. 

You will recall that the Congressional 
Budget Office had produced an estimate of 
$10-13 million in additional revenue under 
the original House version of the bill. This 
was based on the assumption that under the 
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House bill 25 percent of the districts would 
elect to be covered by the new law. 

The Conference Report, however, will 
produce additional revenues over the origi
nal projections for the House bill, because 
there are increased incentives for districts 
to amend their contracts and come under 
the new pricing provisions. In addition, all 
districts will be subject to new pricing after 
4lh years from enactment. Therefore, we 
have recalculated the revenue projections 
based on a very conservative set of assump
tions. 

Our projections produce an estimated 
minimum annual increase of $17 million to 
the Treasury for the initial years after en
actment. After 4lh years from enactment, 
additional revenues will jump to a minimum 
of $34 million, if everyone elects to come 
under the 960-acre limitation. <For the ini
tial period after enactment, we are assuming 
that 50 percent of the districts will amend 
and 30 percent of the farms exceed 960 
acres.> 

On the other hand, if 75 percent of the 
districts decide to amend after 4lh years, 
then the remaining quarter will pay 12 per
cent interest on landholdings over 160 acres 
and will thereby generate an overall reve
nue increase due to Title II of S. 1409 of $70 
million. 

Again, we should emphasize that these are 
minimum projections and a number of fac
tors could generate increased revenues. 

We hope this information is useful. If we 
can provide any further assistance, please 
do not hesitate to call. 

Sincerely, 
ROBERT N. BROADBENT, 

Commissioner of Reclamation. 

Mr. MOYNIHAN. Mr. President, 
strange as it may seem, for all of the 
talk about full cost pricing and mod
ernizing the antiquated reclamation 
law, this bill will barely increase the 
Federal revenue from a program that 
was originally conceived as fully reim-

bursable, a program that was not in
tended to cost the Federal taxpayers 1 
cent in the long run. In truth, the 
General Accounting Office found that 
this program returns only 10 cents to 
the Federal Treasury for every dollar 
spent. 

On paper, the supporters of the 
Bureau of Reclamation claim the pro
gram pays for itself. In reality, the 
Congressional Budget Office and the 
Water Resources Council have found 
otherwise. I ask unanimous consent 
that a table comparing the mean 
nominal and effective non-Federal 
capital cost-sharing rates for Federal 
water resources projects be printed in 
the RECORD at this point. 

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

A COMPARISON OF MEAN NOMINAL AND EFFECTIVE NON-FEDERAL CAPITAL COST-SHARING RATES 1 

[In percent] 

Corps Bureau scs TVA 25 agencies 

Nominal Effec!Ne Nominal Effec!Ne Nominal Effective Nominal Effec!Ne Nominal Effec!Ne 

::r r=' :::: r::::=:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
14 
5 

34 
98 
2 

99 
1 
9 

16 

14 0 0 19 15 0 0 
5 0 0 19 19 8 8 

30 ................................................ 52 52 ............................................... . 

24 
8 

43 
98 
37 
99 
28 
14 
20 

17 
7 

42 
11 
37 
62 
31 

in~~::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 15 100 10 48 48 ............................................... . 
2 ................................................ 88 88 ............................................... . 

MunicipalandirOJstrial~ ........................................................................................................... . 54 100 68 100 100 ················································ 
0 100 99 ································································································ r~ter~e·:::::::::::::::::::::::::::::::::::::: :::=::::::: ::::::::::::::::::::::::::: : ::::::::::::::::::::::::::::::::::::::::::::::::::::: 7 15 4 51 51 ............................................... . 8 

17 
7 

64 
24 

General recreation ..............................................•.................................................................................. 14 34 11 58 58 0 0 

=·~·::::::::::::::::::::::::::::::::::::::: : ::::::::::::::::::::::: : ::::::::::::::: : :: ::::::::::::::::::::::::::::::::::::::::::::::::::::::: 7 
94 
25 

7 0 0 ................................................ 0 0 
63 100 63 ................................................ 100 2 128 
~ ~ n ~ ~ ~ n 

7 
96 
39 ltif/lq mean ....................................................................................................................................... . 

• Mean values are weighted within by alocated cost 
1 Non-Federal aJSI-sllaring rates r=s of 100 percent imply revenue collected from sale of vendible products exceeds allocated costs to that purpose, and may be applied toward repayment in another purpose. 
Source: U.S. Water Resoun:es Council. 

Mr. MOYNIHAN. This table verifies 
the finding of the General Accounting 
Office-that nominal cost-sharing 
rates vary significantly from· effective 
cost-sharing rates when the full cost 
of the Federal investment, including 
interest, is taken into account. No 
where is this difference between ap
pearance and reality greater than in 
irrigation projects. 

Northeast: 
Connecticut ..........•................... ·-·····-································································ ................................................................................................................... 
Massachusetts. .......................... -....................................................................... . 
New Hampshire .................................................................................................. . 
New Jersey ......................................................................................•.................. 

=n~a·:::: : :::::: : :::::::::::::::::::~:: : ::::::::::::: : :::::::::::::::::::::::::::::::::::::::::::::: : ::::::: 
Rhode Island ...........................•...................•....................................................... 
Vermont ............................................................................................................. . 

North Central: 
Illinois ...............................................................................................•................. 
lrdana ............................................................................................................... . 
Iowa ...•.•.......................•.............................•••..•...•.....•..........••••.......•.••........•....... 
Kansas .•.........•...........•......•.•.•..........•••.................•.........•..................•..•.............. 

e :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Nebraska .............•..........•....•........•.....•..............• : .................••••.......................... 
North Dakota .........••.........•.....•.•••....................•.....•...•..............••..........•.......•..... 
Ohio ................................................................................................................... . 
South Dakota ................................•.........................••...................•...................... 

One need only look at the historic 
patterns of Federal spending on water 
resources projects to realize the full 
extent to which the entire enterprise 
has been distorted in a similar fashion. 
At the request of the Water Resources 
Subcommittee, the Congressional Re
search Service prepared a summary of 
Federal spending on water resources 
over the last 25 years. The imbalance 
among regions is striking: 6 percent to 

CotE 

Number 

258,550 
51,330 

318,373 
68,594 

367,128 
594,310 

1,185,942 
60,853 
58,788 

1,313,424 
563,250 
586,365 
780,110 
717,372 
262,980 

1,882,309 
224,252 
397,165 

1,080,091 
440,932 

WATER RESOURCES FUNDS 
[In thousands of dollars-1965-80] 

8 of REC 

Percent Number Percent 

0.7 
.1 
.9 
.2 

1.0 
1.6 
3.2 
.2 
.2 

3.5 
1.5 
1.6 
2.1 
1.9 

.7 
5.1 
.6 

1.1 
2.9 
1.2 

0 
0 

34,973 
148,158 

0 
20,743 
13.156 

214,489 
243,948 

0 
217,837 

0 
0 
0 
1.3 
0 
.2 
.1 

1.9 
2.1 
0 
1.9 

TVA 

Number 

the Northeast, 18.7 percent to the 
North Central, 39.7 percent to the 
South, and 35.7 percent to the West. I 
ask unanimous consent that the table 
of water resources expenditures over 
the last 25 years be printed in the 
RECORD at this point. 

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

Percent Number Percent Number Percent 

20,054 0.9 278,604 0.5 
6,839 .3 58.169 .1 

20,761 .9 339,134 .6 
15,259 .7 83,853 .2 
23,597 1.0 390,725 .7 
31,563 1.4 625,873 1.2 
53,566 2.3 239,508 2.4 

0 0 60,853 .1 
3,881 .2 63,669 .1 

46,106 2.0 1,359,530 2.6 
47,970 2.1 611,220 1.2 
74,636 3.3 695,974 1.3 
88,043 3.8 1,016,311 1.9 
11,742 .5 729,114 1.4 
15,154 .7 298,877 .6 
27,499 1.2 1,922,964 3.7 
47,053 2.0 485,794 .9 
24,083 1.0 665,196 1.3 
26,072 1.6 1,116.163 2.1 
7,244 .3 666,013 1.3 
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WISCOnSin ........................•..............•.•..•.•..........•.............•.................................... 
South: 

Alabama ..•.•..•...................................•..•.•.•........••••.•...........••................................ 
Arbnsas ............................................................................................................. 
Delaware ............................................................................................................. 
District of Columbia ............................................................................................ 
Florida ....................................................................................... ·-······················· 
Georgia ................................•.............................................................................. 

~=:::::: : : : :::::::::: :: ::::::::::::::~::::::::::~:::::~::::: : :: : :::::::::::: : :::: : :::::::::::::: : ::::::::::: 

=~::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Oklahoma .••......................................•..••.••.........••.•.•..•................•........................ 
South carolina ...................................................................................... ~ ............. 
Tennessee ........................................................................................................... 

West: 
~~~::~::~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: : :::::::::: 
Alasb ................................................................................................................. 
Arizona ..•..............•..................•.•....•...•.•..•.................•..........•.•........••..••.•••••......•. 
California ..........................................................................•.................•................ 
Colorado .............................................................................................................. 
Hawaii ................................................................................................................. 
Idaho .........•.•••••...........................••••••...•...••.•••••..•.........•.................•.................... 
Montana .........•......•............................................................................................. 
Nevada ................................................................................................................ 
New Mexico ........................................................................................................ 

~.::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::~ : ::: ::: ::::::::::: : :: ::: ::: : ::::: : : : ::: ::: 
Washington .....•....•.•••••••••••...••.•.•••••.•..•......•••.•••••.•..•••........••...••.•....••..••...•••••••..•.. 
Wyoming ..........................................•...............................•.................................. 

Total .•..............•..•..........•....•............................................•.............................. 

Mr. MOYNIHAN. These figures do 
not even capture the interest costs or 
the effects of inflation over this time 
period. Nonetheless, they explain why 
$52 billion of Federal expenditures 
over the last 25 years has now become 
the epitaph to a program that is in 
stalemate. There has not been any sig
nificant water resources legislation 
since 1970. And one reason for the 
stalemate is that the program is per
ceived as parochial, regional, and 
wasteful. 

Unfortunately, title I of S. 1409 only 
reinforces this perception. Title I au
thorizes the Buffalo Bill Dam in Cody, 
Wyo. This project will cost the Federal 
Government $106.7 million; the State 
of Wyoming has agreed to pay $47 mil
lion. The Energy and Natural Re
sources Committee report informs 
that the benefit-cost ratio for this 
project is 1.06 to 1. Even with 44 per
cent of the project's costs allocated to 
hydropower, the project is at best 
marginal. Is this a high priority 
project? Is this the best the Bureau of 
Reclamation can do? 

As one news report after another de
scribes the billions of dollars of needed 
repairs to our Nation's infrastructure, 
the Congress continues to close one 
eye to the massive needs throughout 
the country and instead direct our lim
ited resources to such marginal 
projects as the Buffalo Bill Dam. 

We must set priorities. We must 
cease this haphazard and anachronis
tic method of doling out precious Fed
eral construction dollars. Is the Buffa
lo Bill project the place to begin to re-
build our Nation's infrastructure? I 

[In thousands ol dollars-1965--80] 

c of E 8 of REC TVA scs Total 

Number Percent Number Percent Number Percent Number Percent Number Percent 

225,841 .6 24,800 1.1 250,641 .5 

941,293 2.5 0 0 42,500 1.9 983,793 1.9 
2,154,117 5.8 10 0 83,436 3.6 2,237,563 4.3 

176,304 .5 0 0 11,007 .5 187,311 .4 
19,415 .l 101,230 .9 0 0 120,645 .2 

874,136 2.4 0 0 18,465 .8 892,601 1.7 
718,251 1.9 0 0 77,157 3.4 795,408 1.5 

1,379,610 3.7 0 0 51,610 2.2 1,431,220 2.7 
2,574,357 6.9 0 0 57,553 2.5 2,631,910 5.0 

339,941 .9 0 0 20,156 .9 360,097 .7 
1,509,478 4.1 0 0 202.183 8.8 1,711,661 3.3 

382,751 1.0 0 0 36,914 1.6 419,665 .8 
1,398,717 3.8 138,532 1.2 229,220 10.0 1,766,469 3.4 

369,910 1.0 0 0 24,508 1.1 39-4,418 .8 
645,494 1.7 0 0 48,047 2.1 693,541 1.3 

2,584,103 6.9 326,791 2.9 307,777 13.4 3,218,671 6.1 
429,518 1.2 0 0 44,791 2.0 474,309 .9 
845,371 2.3 0 0 60,885 2.7 906,256 1.7 

327,439 .9 11,122 .l 0 0 338,561 .6 
103,926 .3 1,701,543 14.9 35,036 1.5 1,840,505 3.5 

2,022,398 5.4 2,529,190 22.2 146,408 6.4 4,697,996 8.9 
237,425 .6 1.144,820 10.0 22,290 1.0 1,404,535 2.7 
126,750 .3 4,539 0 12,479 .5 143,768 .3 
470,263 1.3 671,904 5.9 7,228 .3 1,149,395 2.2 
598,693 1.6 349,060 3.1 14,060 .6 961,813 1.8 

7,777 .0 303,305 2.7 2,716 .l 313,798 .6 
254,348 .7 400,656 3.5 36,866 1.6 691,870 1.3 

1,640,626 4.4 161,404 1.4 21,261 .9 1,823,291 3.5 
10,253 0 1,051,553 9.2 27,009 1.2 1,088,815 2.1 

2,598,967 7.0 1,333,908 11.7 21,463 .9 3,954,338 7.5 
12,539 0 294,190 2.6 6,780 .3 313,509 .6 

37,192,129 100 11,417,061 100 1,603,951 100 2,295,727 100 52,508,868 100 

would hope not. Let me suggest a few 
other more pressing needs: 

The 42,500-mile Interstate Highway 
System is deteriorating at a rate re
quiring reconstruction of 2,000 miles 
of road per year. 

Over 8,000 miles of the Interstate 
System and 13 percent of its bridges 
are now beyond their designed service 
life and must be rebuilt. 

The costs of rehabilitation and new 
construction necessary to maintain ex
isting levels of service on nonurban 
highways will exceed $700 billion 
during the 1980's. 

One of every five bridges in the 
United States requires either major re
habilitation or reconstruction. 

The 756 urban areas with popula
tions over 50,000 will require between 
$75 billion and $110 billion to maintain 
urban water systems over the next 20 
years. 

Over $25 billion in Government 
funds will be required during the next 
5 years to meet existing water pollu
tion control standards. 

The circumstances surrounding the 
Buffalo Bill project disturb me for an
other reason. While I am heartened 
that Wyoming is willing to make a 
contribution toward the cost of con
structing the project, I am most puz
zled by the inconsistency of the cost
sharing arrangement for this project 
with those now being sought by the 
Corps of Engineers for identical multi
ple purpose reservoir projects. 

I ask the same question on the Buf
falo Bill Dam as I asked on the recla
mation program. Why do we have dif
ferent cost-sharing policies for Federal 
agencies performing the same serv-

ices? The administration supports the 
Buffalo Bill project, yet it also has the 
corps pursuing a policy where 100 per
cent of the costs of construction allo
cated to hydropower and municipal 
water supply must be advanced by the 
local sponsors of the project during 
the construction period. On this basis 
Wyoming should pay 91 percent or 
$146 million rather than just 30 per
cent of the construction costs. 

The Corps of Engineers came before 
the Environment and Public Works 
Committee and presented nine new 
projects recommended for funding in 
the coming fiscal year. Those projects 
with hydropower and water supply 
will be financed entirely by the non
Federal interests. I ask unanimous 
consent that a memo describing the 
corps' new start proposal prepared by 
the Water Resources Subcommittee 
staff be printed in the RECORD at this 
point. 

There being no objection, the memo
randum was ordered to be printed in 
the REcoRD, as follows: 

CORPS OF ENGINEERS NEW CONSTRUCTION 
STARTS 

On May 25, 1982, the Administration pro
posed that nine new construction projects of 
the Corps of Engineers be included in the 
1983 budget. The proposal is the first of its 
kind in three years. In return for Adminis
tration support, the state or local sponsors 
of these authorized projects were asked to 
pay a higher percentage of project costs 
than has been the prevailing practice over 
the last several decades. 

Nine projects recommended for construc
tion wlll cost nearly $1 billion when com
pleted. Under the Corps' proposal, $204 mil
lion or about 21 percent will be borne by the 
Federal Government. In fiscal year 1982, 



September 24, 1982 CONGRESSIONAL RECORD-SENATE 25113 
$29 million wm be allocated to these nine Corps construction funds already requested 
projects to initiate construction. The $29 by the President in his original budget pro
million wlll come from the $1.2 billion in posal. 

Project 

1 UFC-Urban flood cootrd. 
aT~. advance. 
3 MP-MUitipurpose . 
• North Jetty replacement in lieu of rehabilitation of existing jetty. 

The Corps of Engineers selected 15 
projects from among 200 authorized 
projects awaiting construction funding. 
These projects were selected on the basis of 
their favorable economic evaluation and the 
advanced state of engineering and design 
work. 

Following the initial screening, the Corps 
then advised states of the wlllingness of the 
Administration to support construction 
funding in the fiscal year 1983 budget in 
return for commitments on the part of the 
states to provide a substantially higher con
tribution towards the cost of project con
struction. 

The Corps' proposals to the states for the 
various project purposes were as follows: 
Proposed cost-sharing for Corps of Engi

neers' nero project starts in 1983-"Up
front" non-Federal cost-share 

Project puTJ)O&e Percent 
Hydropower............................................ 100 
Municipal and industrial supply......... 100 
Flood control.......................................... 35 
Recreation .............................................. 1 50 
Commercial navigation......................... 2 75 

1 Could be repayment instead of ' 'up-front." 
a Twenty-five percept Federal flnanclng is reim

bursable, the rest must be on up-front cash contri
bution. 

Mr. MOYNIHAN. One final note on 
cost-sharing inequities. the State of 
New York will pay over 35 percent of 
the construction costs of the Ellicott 
Creek flood control project in Buffalo. 
In fact, the Ellicott project was to 
have been the lOth project in the 
corps' new start proposal but for a 
quibble between New York and OMB 
about whether the State would pay 35 
or 36 percent of the costs of a $25 mil
lion proJect over 15 years in the plan
ning. In contrast, beneficiaries of flood 
control projects built by the Bureau of 
Reclamation pay nothing. This kind of 
double dealing must stop. 

Cost sharing is no longer a taboo in 
the Western States. I believe there is a 
willingness to confront the difficulties 
and inquities of the Federal water pro
gram and begin to rebuild support for 
water resources development. I ask 
unanimous consent that a New York 
Times article on this subject, dated 
September 12, 1982, be printed in the 
RECORD at this point. 

There being no objection, the article 
was ordered to be printed in the 
REcoRD, as follows: 

Purpose 

[From the New York Times, Sept. 12, 1982] 
PLAN To SHARE WATER PROJECT COSTS Is 

GAINING IN WEST UNDER REAGAN 

<By William E. Schmidt> 
DENVER, Sept. 11.-Western officials who 

rejected a Carter Administration plan to 
share 10 percent of the bill on new water 
projects in the region may soon be asked by 
President Reagan to pay about a third of 
the cost of building the giant dams and res
ervoirs. 

The new cost-sharing formula has been 
under review by Mr. Reagan since June, 
when it was sent to him by his Cabinet 
Council on Natural Resources and the Envi
ronment. Generally, it would require that 
states, local governments and private water 
users pay no less than 35 percent of the cost 
of agricultural and flood and control proj
ects. 

In principle, Western governors and water 
officials who bitterly attacked Mr. Carter 
now seem prepared to accept Mr. Reagan's 
broader notion of cost-sharing as the neces
sary and unavoidable price of getting new 
starts on the water projects that are essen
tial to the arid region's growth and econo
my. 

Construction of water projects in the 
region has been virtually frozen since 1976, 
when President Carter singled out 19 
projects as a waste of Federal tax money 
and refused to finance them. 

"Over the last 10 years there has been a 
growing realization in the West that nation
al economic and political realities dictate a 
move toward some form of cost-sharing," 
said Gov. Bruce Babbitt of Arizona, a Demo
crat who credits the Reagan Administration 
with a positive approach to Western water 
development. 

"Under Carter, there was a feeling that 
cost-sharing was being used as a club to beat 
down reclamation projects," the Governor 
added. 

-But he and other officials in the West say 
the are still wary of the details of Mr. Rea
gan's cost-sharing plan, and they warn that 
requiring front-end financing from states, a 
cost-sharing arrangement, could impose im
possible burdens. 

Under a front-end financing arrangement, 
the state or local government generally 
must set aside or guarantee its- share of the 
project's cost at the start of the project. 

Governor Babbitt said that Western states 
had not been officially briefed on the plan 
and that details were learned only when his 
office obtained a "leaked" copy of the pro
posal. 

The proposed new starts and their financ
ing are as follows: 

Capital cost 
Financing (millions) Federal funds 

f«<eral Local 1983 

$478.0 $0 $478.0 a $6.0 
106.0 0 106.0 2.4 
21.3 0 21.3 a.5 
50.6 30.7 19.9 1.3 
20.0 13.0 7.0 3.0 

116.0 75.3 40.7 4.0 
5.4 3.5 1.9 2.2 

159.0 68.7 90.3 8.2 
26.2 13.1 13.1 3.4 

778.2 29.0 

"Up until now, the Administration has 
drawn an iron curtain across this subject," 
he said. 

At a meeting in Boise, Idaho, last month, 
a group of nine Western governors passed a 
resolution urging the President and Interior 
Secretary James G. Watt to give them more 
accurate information on the cost-sharing 
proposal. 

Interior Department officials refuse to 
discuss the details. Garrey E. Carruthers, 
Assistant Interior Secretary for Land and 
Water, said that Mr. Reagan had made no 
decision on the proposal but that he expect
ed the White House to announce a new 
water policy, in combination with some new 
starts on construction, before the November 
elections. 

The President's policy would apply both 
to the Bureau of Reclamation, responsible 
for building water storage projects in the 17 
states west of the 100th meridian, and the 
Army Corps of Engineers, which constructs 
navigation and flood control projects, 
mostly in the Eastern States. 

Mr. Carruthers said the Reagan Adminis
tration, unlike the Carter Administration, 
was "pro-water development in the West." 
But he added, "For us to get back in the 
water business there must be cost-sharing." 

BIPARTISAN SUPPORT FOR PI..AN 

It is a measure of Mr. Reagan's broad pop
ularity in the region that both Democrats 
and Republicans are prepared to accept his 
notion of cost-sharing. Mr. Carter's opposi
tion to water projects led to accusations by 
Westerners that he was "waging war on the 
West." 

But the issue also has potential political 
pitfalls for Mr. Reagan. On the one hand, 
Western politicians are clearly banking on 
him to break the six-year bottleneck on 
water development. But given the nation's 
economic malaise and the President's em
phasis on fiscal austerity, it wlll be difficult 
to propose Federal financing of new water 
projects while cutting back on social welfare 
programs. 

In effect, Mr. Reagan's policy, if approved, 
would force states to put up tens of millions 
of dollars in front-end "financing and might 
sharply increase the price of water pur
chased from the projects by farmers and ir
rigators. 

For example, Colorado officials and pri
vate water users could be forced to provide 
nearly $100 million, much of it in front-end 
financing, to build the Narrows Dam, a 
giant water storage project planned in the 
South Platte River valley in the high, dry 
plains of northeast Colorado. Last January, 
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the Bureau of Reclamation estimated con
struction costs on the project at $325 mil
lion, a figure it is now trying to trim. 

As a measure of Western willingness to 
accept some degree of cost-sharing, the Col
orado Legislature did set aside $30 million 
last spring toward the cost of the Narrows 
Dam and Animas La Plata, a proposed stor
age project in southwestern Colorado. In 
Wyoming, where the state treasury is flush 
with revenues from oil and gas exploration, 
officials have established a $600 million 
fund to help pay for new water starts. 

NEW TURN IN A LONG DISPUTE 

The idea of cost-sharing marks the latest 
tum in the dispute over the expensive recla
mation projects, which were originally in
tended, in the early part of the century, to 
help settle the arid West by providing irri
gation water for farmers. 

Although they also increasingly supply 
municipal and industrial water, reclamation 
projects helped irrigate about 10 million 
acres last year in 17 Western states. Those 
irrigated lands, representing 1 percent of 
the nation's agricultural planted acreage, 
provide 10 percent of the total produce. 

The Bureau of Reclamation contends that 
by purchasing water, irrigators over time 
repay 85 percent of the cost of the projects. 
Critics say this is not true, and one report 
by the General Accounting Office last year 
said the pay-back was only about 10 percent 
because the farmers pay no interest. 

As a result, some Congressmen and envi
ronmentalists regard the projects as waste
ful pork-barrel politics and point out that 
although the Narrows Dam will help irri
gate 270,000 acres, it will serve only 150 
farmers. 

But for Westerners, water remains the po
litical and emotional equivalent of blood. As 
Gov. Richard D. Lamm of Colorado says, 
"Most of the West today, most of its cities 
and people, sits on arid ground made habita
ble by the damming and diversion of water.'' 

Governor Lamm, as well as Colorado's 
Senators, Gary Hart, a Democrat, and Wil
liam L. Armstrong, a Republican, have ex
pressed strong support for financing for the 
Narrows Dam and the Animas project. 

LOCAL OPPOSITION TO DAK 

Even if a cost-sharing formula is ap
proved, the Narrows must overcome local 
objections. Opponents of the dam, including 
some of the 212 families who would have to 
be relocated, have railed against the project 
as unsafe and unnecessary and have sued to 
try to block it. 

"This dam is not only going to increase 
the price of water, it is going to take out of 
production some of the most productive 
bottom land in the state," said Don Chris
tensen, a crew-cut farmer whose land would 
be flooded by the proposed reservoir. 

Local supporters in Fort Morgan, a sleepy 
farm community of 8, 700 astride Interstate 
76, say the dam will not only fuel the local 
agricultural economy by providing a stable 
supply of water but will also enhance recre
ation, fishing and wildlife by creating a res
ervoir 17 miles long. 

There has been talk of building a dam on 
the South Platte since the early 1900's, 
when Congress first established the Bureau 
of Reclamation to build dams and reservoirs 
in the West so that farmers could tum dry 
brushland into productive cropland. 

Like many rivers in the region, the South 
Platte changes with the seasons. In the 
spring, when it carries melted snow east 
across the plains from the Rockies, it can be 
a dangerous river, a swollen torrent that 

will sweep away roads and homes. In the 
late summer and fall it is a desultory trickle 
carrying too little water for farmers. ' 

The project, called the Narrows because 
the dam would be placed at the narrowest 
point in the valley, was designed to capture 
and store the water for times when the 
farmers need it most. The project was au
thorized in 1944 but never built. Congress 
reauthorized in 1970, and a study assessing 
its environmental impact was completed in 
1976, the same year Mr. Carter placed the 
Narrows on his "hit list.'' 

Mr. MOYNIHAN. Mr. President, the 
conference report on S. 1409 symbol
izes all that is wrong with the Federal 
involvement in water resources: Chaos, 
arbitrariness, inequity, and waste. It is 
for these reasons that I shall vote 
against S. 1409. 

Mr. President, I repeat briefly as to 
the reclamation reform bill that, with 
respect to Federal funds, it neither re
claims them nor does it reform the 
program. The conference report is a 
marginal improvement, but no more 
than that. We once again see the old 
boodle, the immemorial larceny of 
these programs. 

Mr. President, the law provides that 
irrigation programs pay for them
selves, that they not cost taxpayers 1 
cent in the long run. This does not do 
that. There is a certain truth in pack
aging that ought to be applied. To call 
this reform and to describe as reform 
what it makes marginally worse struck 
me as a decline in the language. 

The General Accounting Office has 
found that this program returns only 
10 cents to the Federal Treasury for 
every dollar spent. The whole effort at 
reform, according to the Department 
of the Interior, will bring in $17 mil
lion-a whopping $17 million a year
for 3 years, doubling thereafter. 

The spirit wearies of protesting what 
is so difficult to defend. Yet Members 
of this body wonder why there is only 
one Buffalo Bill Dam a decade any 
more. That is because of the terms on 
which they impose it on the rest of 
the country. I wish it were different; it 
is not. 

I conclude, Mr. President, simply by 
noting that when we think of the state 
of the water supply systems of our 
country, the municipal water systems, 
the imbalance of our congressional 
water program is so striking. Of the 
last 25 years, only 6 percent of Federal 
water resources expenditures went to 
the Northeast, 39.7 percent to the 
South, 35.7 percent to the West. There 
is no equity here. In the end, these 
programs are going to come to a halt 
and all of us will be the worse off be
cause there is no sharing, neither cost 
sharing nor sharing among regions. 

I am sorry to have had to use a tone 
that might seem more abrasive than 
necessary, but we have talked about 
this a very long time. 

I thank the Chair. 
Mr. PROXMIRE. Mr. President, I 

rise to speak against this conference 

report for many of the same reasons 
that my good friend from New York 
has already expressed. Yesterday, the 
Senate expanded the debt limit to 
$1.260 trillion, a figure that is just 
beyond imagination. It means that 
within the next year or so, we are ex
pected to increase the debt by close to 
$200 billion. If there is any one factor 
that is retarding recovery, it is the ter
rific demand by the Federal Govern
ment on the credit markets, in which 
we are going to take half of all the 
new credit for the first time, except 
for World War II, in any period-cer
tainly in any peacetime period. So we 
should hold down spending every
where we possibly can. Here is a prime 
example of where we should do it. 

The CBO estimates that the Bureau 
of Reclamation will spend $3.8 billion 
on this program over the next 5 years, 
but that only $275 million will be 
repaid under existing contracts. That 
is about 7 cents on the dollar. This bill 
will barely dent that subsidy, as the 
distinguished Senator from New York 
has just pointed out. 

The authors of this compromise por
tray it as a great victory for reform 
and a revenue raiser, as well. Nothing 
could be further from the truth. Al
though the conference committee sen
sibly reduced the acreage limitation to 
below what the Senate provided, but 
for above what present law estab
lished-960 acres-they retained a gen
erous equivalency provision and ex
empted some of the very largest dis
tricts in the country. 

Last July, I voted against the Senate 
bill because I thought it strayed too 
far from the principles of full cost 
payment for Government-provided 
services. While the original bill would 
have exempted over 99 percent of 
farms from full-cost payment, the con
ference report-think of this, Mr. 
President-reduced this awesome 
figure only to about 97 percent. An im
provement, but not much. 

And how does the conference report 
threat interest rates charged to pay 
back project construction costs? These 
is room for improvement here too. The 
too-low Senate formula of 11% percent 
is applied to expenditures made after 
enactment, while the much too low 
House formula. with a floor of 7¥2 per
cent, would be applied to prior expend
itures. But true full cost is about 14 
percent. 

Before I delve further into the ins 
and outs of the conference report, I 
think it would do us all good to re
member how we got here in the first 
place. 

Congress decided that it needed to 
write a new reclamation law before 
either Secretary of the Interior 
Andrus or Watt could promulgate new 
regulations implementing the old one. 

I, for one, would have been willing to 
wait and see what Secretary Watt 
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would have cooked up, rather than 
pass this bad bill. 

I am certainly not a fan of Secretary 
Watt's. I voted against his confirma
tion. I think we would be much better 
off if we had another Secretary of the 
Interior. But even he would have come 
up with something stricter than what 
Congress has produced on the subject. 

Mr. President, why did we fear the 
work products of the current Secre
tary and his immediate predecessor? 
For good reason. They were trying to 
implement a law which had two big 
safeguards against unlimited subsi
dies-a 160-acre limitation on owner
ship and a residency requirement. We 
gave up both safeguards in this bill, 
but what did we get in return? We do 
not even know. 

Who is covered? What are the ex
pected revenues? I have no idea, and 
no one can tell me. We tried very hard 
to get the answers to this. We cannot 
get them. No one can tell us. How will 
new equivalency provisions expand the 
allowable acreage? What will be the 
true size of the average allowable 
farm? I would certainly have preferred 
to see these figures before I got my 
final opportunity to vote on this mul
tibillion-dollar bill. Unfortunately, this 
was not the case. Very little time and 
even less information was available for 
judging this report. 

Back in July, when Senator LUGAR 
and I introduced our amendments, we 
pointed out that 97 percent of all irri
gated farms are under 960 acres, and 
87 percent are under 320 acres. 

While the Department of the Interi
or found in their environmental 
impact statement on reclamation that 
a 320-acre irrigated farm is relatively 
prosperous compared to the national 
average, the average irrigation district 
they studied paid back only 16 percent 
of the cost of providing the service. 

Sixteen percent was paid back. 
As if this were not bad enough, 

recent Department of Interior Inspec
tor General's audits revealed patterns 
of unbusinesslike practices and mis
management which will cost the tax
payers billions of dollars. 

An audit of the Central Valley proj
ect in California shows that the ac
count will be $8.8 billion in the red at 
the end of the repayment period. Will 
the new reclamation law help? That is 
the issue on this bill and the answer is: 
Not much. The per-farm subsidies in 
reclamation projects are enormous. 
According to Prof. Thomas Power, 
chairman of the economic's depart
ment at the University of Montana, 
the central Arizona project would pro
vide a subsidy of $1.883 million per 
farm receiving irrigation water. 

Think of that. We think farmers in 
my State are doing well if they can 
gross $150,00 and net $5,000 or 
$10,000. But these subsidized farmers 
would gross $1.8 million per farm. 

Would this subsidy be reduced by 
the new reclamation? Once again, the 
answer is: not much, if any. Here, too, 
most farms would comply with the 
acreage limits and escape full cost. 

Does spending these enormous sums 
help our agricultural production or 
hurt it? That depends. Often the 
newly irrigated land is used to grow 
crops already in surplus. 

And believe me, we are aware of that 
in Wisconsin, because we find that our 
farmers, all of a sudden, are confront
ed with enormous surpluses coming 
very largely from irrigated lands in 
California. Because the feed grown in 
California is so abundant and, with 
the help of Federal subsidy, so cheap, 
of course, we have surpluses that pe
nalize our farmers and the very heart 
of the rural economy in our State. 

While the House had an amendment 
denying water deliveries from new 
projects to lands growing surplus 
crops, the conferees chose to insert 
weaker Senate language, which called 
merely for a study of the problem. 

Several other good House amend
ments also disappeared in conference, 
such as those providing for civil penal
ties and compliance with audits of the 
Department of Interior Inspector
General. 

The audit compliance section of the 
House bill was especially important. It 
required only that the Interior Inspec
tor-General review recent audits of 
the Bureau of Reclamation, compile 
his recommendations for action and 
submit these recommendations to 
Congress and the President within 90 
days of enactment. 

The Secretary had to either comply 
with the recommendations or give 
written reasons for his failure. 

This is no small matter. During the 
last 5 years, the Interior Inspector
General completed at least seven 
audits. According to his 1980 annual 
report: 

Substantially more attention is required 
in the planning and management of all as
pects of these projects to assure that the 
beneficiaries, rather than the general tax
payers, bear the burden for reimbursable 
water and power costs. This fundamental 
principle of Reclamation law has not been 
followed consistently. Consequently, some 
projects have resulted in substantial subsi
dies to project beneficiaries through low 
water and power rates. 

Despite these findings, little has 
been done to improve the situation in 
this conference report that is before 
us. An audit of the Pick-Sloan Missou
ri Basin program has been included in 
the last five semiannual reports with
out any actions being taken. 

What is wrong with this project? 
Plenty. According to the Inspector
General's report, this program has 
substantial costs which will not be 
repaid, get this, until the 22d century. 
According to the audit, no one knows, 
within reasonable limits of accuracy, 
what rates to charge power users and 

municipal and industrial water users 
to repay Pick-Sloan costs. 

The conferees also dropped the 
House language requiring mandatory 
water conservation measures to be in
cluded in each new contract. Instead, 
the conferees picked the weaker 
Senate language which directs the 
Secretary of Interior merely to en
courage water conservation. But water 
conservation is to important to receive 
this casual treatment. 

There are only two ways to over
come water shortages-increase supply 
or decrease consumption. 

A recent GAO report says it best: 
Increasing supplies entails building more 

projects, such as reservoirs and pipelines to 
create additional holding and delivery ca
pacity, or finding technologies whereby 
water that was formerly unusable can be 
used. However, water projects are costly and 
take years to complete. Also, they often are 
undertaken as if they were ends in them
selves, instead of parts of an overall pro
gram to meet the nation's needs. The other 
answer is stretching available supplies. 

You and I know, Mr. President, that 
these costs are paid for by the Federal 
taxypayer. The benefits go to a very 
few States and a very few farmers 
within those States-very few rich 
farmers, I might add-and all of the 
taxpayers pay these billions of dollars. 

The job that we are called upon to 
do in the GAO report can be done. In 
Israel, the efficiency of irrigation 
water delivery is almost twice what it 
is in the United States. 

So why not make conservation a 
part of all new contracts? 

Mr. President, another section of 
this bill adds the authorization for the 
Buffalo Bill Dam in Wyoming. This 
section, too, continues bad water poli
cies that ought to be changed. That 
project has a cost-benefit ratio-now, 
listen to this-of 1.06 to 1-1.06 to 1. It 
is my experience, after looking at 
these benefit-cost ratios for 25 years 
that unless a project has a ratio of 2 to 
1 or 3 to 1 or 4 to 1, almost certainly it 
will cost a whale of a lot more than it 
is worth. Talk about marginal, 1.06 to 
1 and 7o/s percent interest. That is 
hardly a compelling project. 

But even worse, there is no reason 
why the Federal Government should 
pay $106.7 million out of a total cost of 
$160 million, or about two-thirds, 
when this is a water supply project. 
Identical projects built by the Corps 
of Engineers will now have to pay 
their own way without Federal subsi
dies. 

Why the double standard? Is a proj
ect with a 1.06-to-1 cost-benefit ratio 
worth this kind of subsidy? 

Mr. President, if cost-sharing is good 
enough for the Corps, why not for the 
Bureau? 

Mr. President, perhaps the worst 
feature in this report is the exemp
tions for Corps of Engineers projects. 
This exemption, which made its way 
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through both the House and Senate, is 
an example of the worst features of 
this so-called reclamation reform. It 
exempts the very biggest projects, 
with some of the largest farms. This is 
effectively a repeal of existing law and 
makes it worse than existing law. It 
overturns recent court rulings which 
held that reclamation law applies corp 
project to excess lands. Majors corpo
rations in California, such as Standard 
Oil, Getty, Superior Oil, Tenneco, and 
Churon, get irrigation benefits from 
tens of thousands of acres in these dis
tricts. 

These are not poor, family farmers, 
struggling to make a living. These are 
corporate giants taking advantage of 
Federal largesse. 

Mr. President, I commend my col
league, Senator METZENBAUM, the dis
tinguished Senator from Ohio, for his 
efforts to improve both the Senate bill 
and the conference report. As so often 
in this body, he has done a noble job 
for the consumer and the general tax
payer. I think he deserves a world of 
credit for having done it. But even his 
important changes, good as they were, 
are not enough. Enormous subsidies 
remain and reform is an illusion. Need
less to say, I am opposed to the confer
ence report. 

Mr. President, I yield the floor. 
Mr. METZENBAUM addressed the 

Chair. 
The PRESIDING OFFICER. The 

Senator from Ohio. 
Mr. METZENBAUM. Mr. President, 

I appreciate the kind comments of my 
good friend and colleague from Wis
consin. I also respect his position in 
connection with this measure. He and 
I certainly are not in disagreement. 
This bill is better than it was, but it is 
not as good as it should be. Maybe the 
best bill would be no bill. 

I fought this measure as long as I 
could. It was clear, however, that 
forces were at work that would assure 
passage of a bill. In my opinion that 
made it necessary that we do the best 
we could. 

I am frank to say that the bill that 
left the Senate was, in my opinion
and I think in the opinion of all objec
tive observers-far better than the bill 
that originally came to the floor of the 
Senate. The bill that came back from 
the conference committee, in my opin
ion, is also better in many respects 
than, and in some respects not as good 
as, the bill that left the Senate floor. 
But generally the conference bill is 
moving in the right direction. 

For example, the limit on subsidized 
water, which was originally 2,080 
acres, was reduced, after negotiation 
in the Senate, to 1,280 acres, and then 
in the conference committee was re
duced to 960 acres. 

Mr. President, 960 acres is very gen
erous. The original limitation in the 
1902 law is 160 acres. That was de
signed to help family farmers. Under 

the 1902 act they had the right to get 
interest-free water, up to 160 acres per 
person. Then, the Department of Inte
rior began expanding the definition so 
that the son and the daughter and the 
wife and various members of the 
family, were each entitled to 160 acres. 
But the courts have determined that 
the 1902law still applies. 

In addition, some of the corporate 
farmers were able to amass tremen
dous amounts of acreage by reason of 
various quirks in the law and failure of 
the Interior Department to enforce 
the law adequately. This relaxation of 
the 160-acre limitation requirement by 
the Department has continued to a 
point that even if this matter is 
passed, 97 percent of the irrigators will 
continue to receive interest-free water 
because their farms are 960 acres or 
less. The remaining 3 percent of the 
owners control 30 percent of the acre
age. This indicates, by a simple mathe
matical formula, that there still will 
be tremendous amounts of acreage 
that far exceed the 960-acre limit. And 
it is the remaining 3 percent that were 
at issue during much of this debate. 

The acreage limitation is important 
because the question is who will get in
terest-free water and who will be re
quired to pay for water in excess of 
the acreage limitation and how much 
will the interest rate be. 

In all fairness, the 960-acre limit in 
this bill is per family unit and not per 
individual. That abusive interpretation 
has finally been put to rest. The 960-
acre limit, however, is still too much, 
but it is better than it was when it left 
the Senate. 

The conference report further re
quires that the Bureau make annual 
calculations of all operation and main
tenance costs and that those increased 
costs be paid by the districts. This, I 
say to my colleagues, is a salutary ben
efit. This is a major move in the right 
direction. I give the House credit for 
having that language in their legisla
tion. 

The conference report also re
quires-and this is important-that all 
districts develop a water conservation 
plan. Under the Senate-passed bill, we 
had the sort of hortatory language 
that a water conservation was to be 
encouraged. The fact is that the re
quirement of a water conservation 
plan, making it mandatory, in my 
opinion, is a major move in the right 
direction by the conference commit
tee. 

The House-passed bill and the 
Senate bill however, were far apart 
with respect to the interest factor. 

Let me explain what we are talking 
about on the interest factor. We are 
talking about the fact that you have 
an irrigation district which enters into 
a contract with the Bureau of Recla
mation for water. Until now that con
tract has only required that capital 
costs for construction be paid back 

over a 40-year period. Portions of the 
project were paid for by the irrigators . 
and other beneficiaries, but there were 
large parts that beneficiaries were 
never called upon to pay. But with re
spect to the part that the individuals 
are called upon to pay, in the past 
they were not paying the interest. You 
are talking about very significant 
amounts of money, because you are 
talking about tremendous costs for the 
irrigation projects. 

The House-passed bill provided that 
the cost figure for all lands above the 
960-acre limitation would be deter
mined on the basis of the cost for 
money to the Government at the time 
the project was built. Since many of 
these irrigation projects are rather 
old, that means that many of the 
projects were built when interest was 1 
percent, 2 percent, 3 percent. As a 
matter of fact, only within recent 
years have interest costs soared to 
double-digit levels. 

The House was aware of that prob
lem so the House put in a floor for in
terest payments, and the House-passed 
floor was 5-percent. That was an ex
tremely low figure, far too low, and 
most unreasonable. 

The Senate had a figure in the bill 
originally, that would have set the in
terest rate at around 9 percent. That 
figure was still too low. In the negotia
tions that occurred before we conclud
ed passage of this bill, we improved 
the interest rate by agreeing that the 
interest charges would be the mean 
between the average of what the Gov
ernment paid for money last year and 
the cost of money to the Treasury for 
15-year paper. That meant we were 
talking about a rate in the area of 11.5 
percent. 

In the conference committee, this 
became one of the major issues, and 
we went at it pretty strongly, in all 
fairness. I am frank to say that it was 
a rather difficult conference, because 
the House wanted to keep the interest 
figure down; and some of my col
leagues in the Senate, I am frank to 
admit, who had the votes in the con
ference committee, were also perfectly 
willing to keep the interest rates down. 

After considerable discussion and 
other suggestions made with reference 
to adoption of this conference report, 
it was possible to arrive at a figure 
that I still consider to be far too low 
but 50 percent better than the House 
figure, and the figure is an interest 
floor of 7.5 percent, with higher inter
est rates for more recently constructed 
projects and higher rates still for 
future projects. 

That is not great, but under the cir
cumstances I think it is a lot better 
than the House of Representatives 
proposed, although it is not as good as 
the formula the Senate has agreed to. 

The Senate-passed bill allowed 
larger corporations to receive subsi-
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dized water for 640 acres the confer
ence report reduces that figure fur
ther to 320 acres for these corpora
tions. This limitation would be appli
cable to those large corporations re
ceiving water prior to October 1, 1981. 
The conference report then provided 
that larger corporations not receiving 
water prior to October 1, 1981, will be 
required to pay full cost recovery on 
all their acreage. 

Mr. President, I have a copy of an 
interesting letter. This letter was not 
addressed to me but I assume that the 
manager of the bill has no objection to 
my referring to the figures in the 
letter from Robert Broadbent concern
ing the dollar amounts involved. 

Mr. McCLURE. Mr. President, I ask 
unanimous consent that the letter ad
dressed to me signed by Mr. Broad
bent, dated September 24, 1982, be 
printed in the RECORD. 

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

BUREAU OF RECLAKATION, 
Washington. D.C., September 24, 1982. 

Hon. JAKES A. McCLURE, 
Chairman. Senate Committee on Energy 

and Natural Resources, U.S. Senate. 
Washington. D. C. 

DEAR MR. CliAIRKAN: This responds to 
your inquiry concerning the additional reve
nue to the Federal Treasury that would be 
expected upon implementation of Title II of 
s. 1409. 

You will recall that the Congressional 
Budget Office had produced an estimate of 
$10-$13 million in additional revenue under 
the original House version of the bill. This 
was based on the assumption that under the · 
House bill 25 percent of the districts would 
elect to be covered by the new law. 

The Conference Report, however, will 
produce additional revenues over the origi
nal projections for the House bill, because 
there are increased incentives for districts 
to amend their contracts and come under 
the new pricing provisions. In additon, all 
districts will be subject to new pricing after 
4 ~ years from enactment. Therefore, we 
have recalculated the revenue projections 
based on a very conservative set of assump
tions. 

Our projections produce an estimated 
minimum annual increase of $17 million to 
the Treasury for the initial years after en
actment. After 4~ years from enactment, 
additional revenues will jump to a minimum 
of $34 million, if everyone elects to come 
under the 960-acre limitation. <For the ini
tial period after enactment, we are assuming 
that 50 percent of the districts will amend 
and 30 percent of the farms exceed 960 
acres.) 

On the other hand, if 75 percent of the 
districts decide to amend after 4 ~ years, 
then the remaining quarter will pay 12 per
cent interest on landholdings over 160 acres 
and will thereby generate an overall reve
nue increase due to Title II of S. 1409 of $70 
million. 

Again, we should emphasize that these are 
minimum projects and a number of factors 
could generate increased revenues. 

We hope this information is useful. If we 
can provide any further assistance, please 
do not hesitate to call. 

Sincerely, 
ROBERT N. BROADBENT, 

Commissioner of Reclamation. 

Mr. METZENBAUM. I think this 
letter tells the story. It is addressed to 
the chairman of the committee and 
says: 

You will recall that the Congressional 
Budget Office had produced an estimate of 
$10-$13 million in additional revenue under 
the original House version of the bill. 

That was based on certain assump
tions they made. 

The conference report, however, will 
produce additional revenues over the origi
nal projections for the House bill, because 
there are increased incentives for districts 
to amend their contracts and come under 
the new pricing provisions. 

I will skip some portions of it. 
It then goes on to state: 
Your projections produce an estimated 

minimum annual increase of $17 million to 
the Treasury for the initial years after en
actment. 

Is that not great because that com
pares with the $10-13 million that was 
in the original House bill? 

They go on to say: 
After 4 ~ years from enactment, addition

al revenues will jump to a minimum of $34 
million, if everyone elects to come under the 
960-acre limitation. 

It goes on to state: 
On the other hand, if 75 percent of the 

districts decide to amend after 4 ~ years-
And there are incentives for them to 

do that-
Then the remaining quarter will pay 12 per
cent interest on landholdings over 160 acres 
and will thereby generate an overall reve
nue increase due to title II of S. 1409 of $70 
million. 

I point out that that is a difference 
between $10 to $13 million up to a 
figure of $70 million. 

The letter goes on to recite: 
Again. we should emphasize that these are 

minimum projections and a number of fac
tors could generate increased revenues. 

Mr. President, having said that 
progress was made, I should point out 
that if this legislation were not to be 
enacted, there would be far greater 
benefits rebounding to the Federal 
Government because the courts have 
ordered the Interior Department to 
enforce the 160-acre limitation there 
does seem to be some problem, I might 
say, as to whether that 160-acre limi
tation would or would not include that 
acreage which is leased, but certainly 
the courts would force compliance 
with the ownership limitation. 

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

Mr. METZENBAUM. I yield to the 
Senator from Idaho. 

Mr. McCLURE. I do not intend to 
prolong the discussion today and, as 
the Senator from Wisconsin was 
speaking, I refrained from interjecting 

-

anything because I heard it all before 
and we had all those discussions 
before. But I think at this point we 
should point out that if the current 
law is not changed and people are 
forced to comply with it in the future 
as well, there would be zero increase in 
the revenues because everyone would 
comply and there would be no in
creased revenues to the Government. 

So whatever we have done here is on 
top of anything that would come 
under the enforcement of the present 
law. 

Mr. METZENBAUM. I am not pre
pared to get into a disagreement with 
the chairman of the committee. I am 
not prepared to agree with that inter
pretation, but let me say he has made 
his statement and we accept it for the 
record for what it is worth. 

Mr. President, having said all of 
what I have said and having indicated 
that I do think some very positive 
moves were made in the conference 
committee and some negative ones as 
well, I then have to come down to my 
bottom line and that is am I for the 
conference report or against it? 

Mr. President, I am opposed to the 
conference report because I believe 
there are still too many loopholes and 
I think that the final product is unac
ceptable. 

We have to look at the subject on 
the basis of what the original mission 
of the Bureau of Reclamation was. It 
was to help the family farmer. 

But under this bill the Bureau will 
continue to provide billions of dollars 
for corporate agribusiness interests in 
the 17 Western States. It is for that 
reason that I cannot support it. 

Throughout Ohio family farmers 
are struggling. Many are battling to 
stay afloat. Too many have already 
lost that battle. It is insensitive, in my 
opinion, and grossly unfair to subsi
dize wealthy Western farmers whlle 
family farmers around the country are 
barely hanging on. 

I might say in that respect, Mr. 
President, that I have in my posses
sion a newsletter called Washington 
Update. It is published by the Nation
al Grange and it is dated September 
17, 1982. 

It reads, in part, as follows: 
Pace quickens on reclamation talks.

Scurrying to meet election recess deadlines 
House and Senate conferees on amendments 
to the Reclamation Act of 1902 reached a 
tentative agreement on several controversial 
points of difference between the two ver
sions. Most contentious of the differences 
involved the acreage ownership limits and 
the amount of interest charges to be levied 
on water used to irrigate reclamation land 
in excess of that limit. 

Senator Howard Metzenbaum of Ohio en
tered the negotiations bent on retrieving 
the portions of both bills that would restrict 
the subsidies to gigantic farms mainly in 
California and Arizona. According to Jin 
Miller, Assistant Legislative Director of the 
National Grange, the bills contained little of 
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benefit to family farmers, "But the Grange 
is pleased that the most generous portions 
to the 'corporate boardroom farmers' were 
deleted by the Conference Committee." 
M1ller remarked that although no residency 
requirement or absolute cap on leasing of 
reclamation land was accepted, the Commit
tee did adopt an expensive penalty for farm
ers irrigating in excess of 960 acres of Class 
I farmland. 

The agreement states that farmers who 
own more than 960 acres <Class I> will be 
given 54 months to either sell the excess 
land or start paying over 12% interest for all 
of the water delivered for irrigation. Corpo
rations, a term the Committee has yet to 
define, may own no more than 640 acres if 
they wish to avoid the high-cost penalty. 
The acreage llmitation figures will be ad
justed higher for farmers who irrigate land 
catagorized less productive than Class I. 

Metzenbaum's influence on the Commit
tee's deliberations was key to achieving the 
concessions. M1ller observed, "There was 
not much to rave about in the two bills, but 
Metzenbaum did an admirable job in llmit
ing the damage." The Senate version would 
have allowed ownership of 1,280 acres with 
unllmited leasing at the 12% interest rate. 
The House version allowed subsidized water 
for only 960 acres, but there was no owner
ship llmit, and execess lands would be 
charged interest at a low 5% rate. Neither 
bill met the requirements of Grimge policy 
adopted by the Executive Committee in 
January of this year. Because of the many 
loopholes and shortcomings of the agree
ment, the Grange will oppose adoption of 
the final package. 

The National Grange says the con
ference report does not meet their re
quirements for reclamation report, 
and it does not meet my requirements 
as well. As I said before the conference 
report has improved the bill, but sev
eral gle.ring loopholes remain. These 
loopholes make the conference report 
unacceptable. Five in particular stand 
out: 

First, the bill allows equivalency for 
acreage in excess of 960 acres. In 
effect this provision opens the possi
bility-indeed, even invites it-that the 
960 acres will become 1,100 or 1,500 
acres as farmers are allowed to in
crease their limit to compensate for 
factors such as lower soil quality. 

Mr. President, the 960-acre limit is 
very generous. According to the 
Bureau of Reclamation, 97 percent of 
all farms receiving irrigation water 
under this program own or lease 960 
acres or less. Thus, virtually all of 
those now receiving interest-free Fed
eral irrigation water will continue to 
receive it forever. 
If the purpose of this bill is to force 

large corporate farmers to pay full 
cost for their water-as the sponsors 
contend-then there is no justification 
for the equivalency provision. Let us 
face it-not too many farmers are 
going to pay full cost as long as this 
equivalency provision is in here. 

A second major problem is the bill's 
blanket exemption for all Corps of En
gineers projects in the West. Quite 
simply, Mr. President, this exemption 
is ridiculous. 

If you look at a map of San Joaquin 
Valley in California you find the recla
mation projects are in the valley and 
the corps projects are in the moun
tains that line the valley. Both provide 
interest-free irrigation water to the 
large farms in the area. The only dif
ference between the corps projects 
and the reclamation projects is that 
the former are designed to store water 
and the latter are designed to trans
port water. There is no reason to con
tinue to provide unlimited interest 
free water from dams operated by the 
Corps of Engineers. 

Third, the conference adopted a 
modified version of the House interest 
provision. Under the bill, the interest 
rate will be the rate the Government 
paid at the time funds were expended 
for construction of the facility. But in 
no event will anyone pay less than 7.5 
percent. Sponsors tell us this is a floor. 
But that is a bit misleading. High in
terest rates are a recent phenomenon 
and most of the Bureau's projects 
were built before we had double-digit 
interest rates. As a practical matter, 
then, most irrigators will pay 7.5 per
cent and only those receiving water 
from projects constructed in the last 5 
years will really pay more than 7.5 
percent. 

Fourth, the conference report re
tains a House provision that will allow 
many farmers to continue to receive 
interest-free, subsidized water for 
growing surplus crops. That is an out
rage. Commodity prices are already de
pressed because of an over abundance 
of cotton, wheat, corn, and other 
crops. Why on Earth should farmers 
in other areas of the country, who are 
reeling from high interest rates and 
low commodity prices, be forced to 
subsidize Western farmers who are 
flooding .the market with surplus 
crops? Yet, under this report that is 
exactly what the Congress will be 
sanctioning for all projects that were 
authorized more than 10 years ago. 
And I might add that grandfather pro
vision is designed to include the giant 
westlands district in central Califor
nia. 

Finally, this report provides special 
treatment for the central Arizona 
project. The Senate bill provided that 
for any new reclamation project all 
excess lands under recordable contract 
must be disposed of within 5 years. 
That is a tolerable provision and the 
conferees included it in this report. 
For the new central Arizona project, 
however, excess lands will be allowed 
to receive interest-free water for 10 
years. The sponsors say they want to 
clamp down on the use of long-term 
recordable contracts. If so, there is no 
reason for this special 5 year extension 
for central Arizona. 

In sum, Mr. President, this is a 
better bill than we had here a few 
months ago. But it is still a bad bill. It 
is not in the public interest. It is not 

limited to family farmers. It deprives 
the Federal Government of revenue 
that by all rights it should have. And 
it is unfair to the taxpayers of the 
United States. 

Having said that, Mr. President, I 
intend to vote "no" in connection with 
this conference report. But I do want 
to say publicly that although I have 
had some very strong disagreements 
with the chairman of the committee 
as well as in some instances with the 
manager of the bill on the House side, 
I think that both of them have been 
extremely helpful and cooperative, 
and worked toward bringing about a 
solution that would not demand an all
out effort to attempt to defeat the 
conference report. I think it is move
ment in the right direction. Therefore 
I will vote "no," but certainly do not 
intend to keep the conference report 
from being brought to a vote at the 
earliest possible moment. 

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

The PRESIDING OFFICER. The 
Senator from Arizona. 

Mr. GOLDWATER. Mr. President, 
this is an annual affair that we go 
through. The strange thing to me is 
that the people who object most vocif
erously are those people whose only 
problem with water is that they have 
too much of it. 

Now, we live in the arid part of the 
United States-in my particular case 
with an average of 7 inches of rain a 
year-which is the great part of the 
United States that is still undeveloped 
to which the United States has to 
look, whether they like to or not, for 
an increased production of around 20 
percent per acre or the addition of 20 
percent more acreage in order to feed 
our people and to continue to be able 
to feed the people around this world. 

I do not intend to be long, Mr. Presi
dent, but as mentioned first, the 160 
acres, yes, when the Reclamation Act 
was first passed, the 160 acres were 
thought to be an attractive thing to 
bring people out West. 

It was soon learned, however, that 
you could not make money from 160 
acres. Yes, if you want to work it as a 
family farm, truck farming, if you 
want to get up at 3 and 4 o'clock in the 
morning and go out and hand farm it 
and grow tomatoes and potatoes and 
carrots and things like that, you can 
make money from 160 acres. But the 
average farmer is not inclined toward 
that, particularly when the growing of 
cotton, for example became very, very 
profitable in my part of the West, the 
growing of alfalfa became very profita
ble, the growing of melons, lettuce, 
and so forth, these crops could not be 
grown profitably on the 160 acres. 

So eventually we wound up with the 
family farm, the corporate farm, or 
whatever you want to call it, averaging 
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about 2, 700 acres in my part of the 
United States. 

The argument is constantly made 
that we are getting something cheap, 
we are getting something free. I would 
like to point out to those detractors of 
reclamation that the very first recla
mation project completed-that is, the 
second one, the biggest one of the 
early ones, the Salt River project, as 
we now call it, backed up behind Theo
dore Roosevelt Dam-was built at a 
cost of $11 million. 

Since that time through bond 
money, not Federal money, we who 
live in the valley of the Salt River 
have constructed five other dams and 
paid for them. The entire reclamation 
project has been paid for, and I might 
call the attention of my good friend 
from Ohio to the fact that last year 
this project, which probably cost the 
Federal Government a little more 
than $11 million, cost the taxpayers 
and people who bought the bonds a 
total of maybe $200 million, paid over 
$500 million in income taxes, probably 
the best investment ever made, to my 
mind, by the Federal Government 
anyplace. 

The criticism is heard that the Cen
tral Arizona project, which is a gigan
tic project, the biggest ever undertak
en in this country, might not be paid 
for for several centuries. We are under 
contract to fulfill payment in 45 years, 
and because the water will be used for 
domestic and industrial use rather 
than farm use, we can probably in
crease the payoff period a great deal 
faster than that. 

Mr. President, I am pleased that 
title II of the bill before us will update 
the antiquated Reclamation Act of 
1902. It is long overdue. 

We simply must conform the recla
mation law to modern farming needs 
and practices. The conference agree
ment is not as complete as I would 
wish-in fact, I would support a total 
repeal of all acreage limits-but it is 
far better than the 160-acre ceiling 
and residence restrictions of the 
present court order. 

In particular, I regret that the con
ferees decided not to accept a total ex
emption for the Central Arizona proj
ect, but the report does provide a help
ful 10-year grace period for CAP 
water. The exemption period will 
begin after water begins flowing. 

After the 10-year exemption, the 
farms will be subject to Arizona State 
law which gives municipal and indus
trial users a 100-percent priority over 
agricultural users in the event of 
shortages. If farms qualify for CAP 
water under our State law, the report 
provides that they will be exempt 
from reclamation limits up to 960 
acres. Larger farms can receive project 
water, but they must pay 7lh percent 
interest on the irrigation share of 
project construction costs. 

. The Salt River project of Arizona re
ceived a permanent exemption under 
the payoff provision of the conference 
bill which protects any project that 
has already paid off its original obliga
tion. I am pleased that the conferees 
decided that even if the project has to 
make future rehabilitation loans to op
erate and maintain facilities, the new 
loan will not bring the project under 
the limitations of the new law. 

Mr. President, our agricultural 
system feeds and clothes our people 
better than any other peoples on the 
face of the Earth and I am delighted 
we are today removing many unrealis
tic limits on farm size and efficiency. 

Title III of the bill, Mr. President, is 
the Southern Arizona Water Rights 
Settlement of 1982, and it embodies a 
negotiated settlement that has been 
many years in the making. Basically, 
this measure legislatively settles the 
Papago Indian water rights claims in 
portions of the Papago Reservation in 
southern Arizona. 

If passed, this legislation provides 
for the Papago Tribe to drop a 7-year 
pending lawsuit against the non
Indian water users. 

The settlement guarantees the ac
quisition and delivery of a firm annual 
water supply to the San Xavier 
Papago Reservation and to the Schuk 
Toak district of the Sells Papago Res
ervation from specified sources; these 
sources include the central Arizona 
project, limited ground water pump
ing, and reclaimed water obtained 
from the city of Tucson. In return for 
this water, the Papago Tribe will 
waive all claims for additional water in 
the upper Santa Cruz and A vra/ Altar 
water basins and all claims for injuries 
to water rights in these basins. The 
Papago Tribe must limit its ground
water pumping and the tribe must 
agree to dismissal of pending claims. 

It should be pointed out that this is 
a settlement, indigenous to southern 
Arizona and has nothing to do With 
other pending Indian water rights 
claims in other States or elsewhere in 
Arizona. 

Mr. President, I think it is amazing 
that we have gotten the farmers, the 
mining industry, the city of Tucson, 
the State of Arizona, the Papago 
Tribe, and the Interior Department to 
agree on the provisions of the settle
ment. I hope other indian tribes and 
non-Indians will follow our example 
and opt for negotiated settlements 
rather than long, drawn-out and costly 
court battles. 

Mr. President, I want to congratu
late the chairman of this committee 
who has done so much for those of us 
who live in the West, and I will not say 
who depend upon reclamation water 
entirely for our livelihood, but the 
whole country should be thanking 
him, for this country could not, I 
repeat not, produce the farm goods 
that they now produce if it had not 

been for the farsightedness of those 
people back in 1906 who passed the 
original Reclamation Act. 

I intend to vote for this. I think 
every Member of Congress should do 
the same. 

I yield the floor. 
Mr. McCLURE. I thank the Senator. 
Mr. HATFIELD. Mr. President, I 

doubt if any wisdom has been more 
dramatically demonstrated than in 
this act, any wisdom since the time the 
two mothers appeared before King 
Solomon and asked for the same baby. 
But I do feel the Senator from Arizo
na, Senator GoLDWATER, has eloquent
ly stated the debt we all owe to the 
Senator from Idaho, Senator 
McCLURE, as the chairman of our com
mittee, for indeed he is a modern Solo
mon who can sit and work out thick
ets, not one but many thickets, that 
confronted us on this great isssue. 

Mr. President, the Reclamation 
Reform Act of 1982 contained within 
title II of S. 1409 is a monumental 
piece of legislation for Western water 
interests. Not only does the legislation 
remedy a number of allegations of 
abuse within the Federal reclamation 
program but it removes an onerous 
cloud from many small farm operators 
who were faced with the possibility of 
complying with the antiquated 1902 
law. 

The 960-acre limitation on the 
amount of owned land which can be ir
rigated with subsidized reclamation 
water accommodates a large number 
of existing farm operations and at the 
same time provides sufficient opportu
nity for growth and expansion within 
the reclamation program. Still the 
960-acre limitation is substantially less 
than the 1,280-acre and 2,080-acre lim
itation of earlier Senate adopted pro
posals. I am glad to see this legislation 
move to smaller more efficient farm 
operations. 

As well the "full cost" interest 
charges which will be assessed against 
leased lands above the 960-acre owner
ship limitation is an equitable resolu
tion to the absolute prohibition on 
leasing which was proposed in earlier 
bills to eliminate abuse within the rec
lamation program. In other words, 
farm sizes can expand beyond the 
basic 960-acre limitation but not at the 
expense of the Federal Government. 
These two provisions, Mr. President, 
the 960-acre ownership limitation, and 
the interest charge on leased lands in 
excess of that limit, are the comer
stone of the revised reclamation pro
gram to which the House and Senate 
have just agreed. 

Mr. ?resident, I want to congratu
late Senators McCLURE, WALLoP, and 
JACKSON for their leadership on this 
highly controversial and complicated 
piece of legislation. Through their ex
pertise and diligence the debate on 
this year's reclamation reform legisla-
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tion matured significantly since 1979 
and has resulted in a long-awaited con
ference agreement. 

<By request of Mr. McCLURE the fol
lowing statement was ordered to be 
printed in the RECORD:) 
• Mr. HAY AKA WA. Mr. President, 
the road to reclamation law reform 
has been a long and difficult one. Not 
only has Congress struggled to form a 
consensus, but the water users them
selves have at times been at odds with 
one another. Scores of individuals 
have contributed tremendously to the 
difficult process of finding a responsi
ble and workable set of amendments 
to this antiquated law. 

There is, however, an individual who 
deserves recognition here today: 
Gordon E. Nelson, coordinator of the 
Farm Water Alliance. In working with 
Members of Congress, Gordon's warm 
personality, communication skills, and 
integrity transformed a very compli
cated and controversial issue into an 
understandable, workable problem. 
The hours I have spent with him dis
cussing Western water issues and solu
tions were invaluable and enjoyable. 
Gordon's ability to speak from a his
torical perspective and at the same 
time, display his wide-ranging knowl
edge of the current situation is truly 
impressive. 

In communicating with the benefici
aries, the users of reclamation project 
waters in the West. Mr. Nelson also 
worked his magic. By forming a con
sensus from a divided and at times 
competing group of organizations, 
Gordon made the impossible yet essen
tial come to pass: One voice for West
em water users. Speaking clearly, and 
coordinating their many interests, the 
Farm Water Alliance has performed a 
tremendous service for the farmers of 
the West, American consumers, and 
Congress. 

We have before us a measure that 
modernizes the 1902 law, yet retains 
the historical mission of Federal water 
development. Its passage today is a 
great achievement, one of which every 
Member of this body should be proud. 

We would not be voting on this con
ference report today if we had been 
without the wise counsel and tireless 
efforts of Gordon Nelson. I take my 
tam off to Mr. Nelson and the entire 
Farm Water Alliance, you have per
formed a great service.e 

Mr. ZORINSKY. I would like to ad
dress a question on the pending con
ference report to the distinguished 
floor managers. This question con
cerns section 223 which revises the 
acreage limitation with respect to 
small reclamation project contracts. 
The statutory language agreed to by 
the conferees makes no distinction be
tween small reclamation project con
tracts entered into before or after en
actment of the law we are now consid
ering. The statement of managers, 
however, discusses this matter and ex-

presses the hope that Congress will 
review and scrutinize this in the near 
future. My question to the managers 
is, "Is it the intention of the Senators 
from Idaho and Washington to place a 
high priority on this issue and to 
direct the attention of'the Energy and 
Natural Resources Committee to it in 
hearings as soon as possible in the 
next Congress?" 

Mr. McCLURE. The Senator has my 
assurance that subject to the legisla
tive schedule of the committee, this 
issue is of extreme importance to 
myself and other members of the com
mittee, and will be promptly addressed 
in the 98th Congress. 

Mr. GORTON. Mr. President, when 
the Senate considered S. 1867 in July, 
I had serious reservations about sever
al aspects of the bill as reported by 
the Senate Energy Committee. I was 
confident, however, that .the members 
of the committee were aware of and 
sensitive to the many concerns ex
pressed by their colleagues at that 
time. 

I am pleased to see that the product 
of the conference is one that addresses 
the concerns I had about the Senate 
bill. The conferees are to be congratu
lated for their work. The conference 
report goes a long way to restoring the 
reclamation law to one which is rele
vant and thus more likely to be en
forced. It may well be that we will dis
cover in the next few years that other 
changes are needed or that the precise 
numbers agreed upon here need to be 
revised. Nonetheless, we have cleared 
a big hurdle with the passage of this 
bill, and one which is crucial to the 
survival of agriculture . in the arid 
West. 

Once again, my thanks to the distin
guished members of the Energy Com
mittee, and particularly to my friend 
and colleague from Washington, Sena
tor JACKSON. He has served the people 
of Washington well with his diligent 
effort on this issue. 
e Mr. BAUCUS. Mr. President, I sup
port the passage of the Reclamation 
Act conference report. I supported S. 
1867 during the Senate's consideration 
of the bill and I now support the pas
sage of the conference report num
bered S. 1409. 

I have been in Congress over the 
past 5 years when we have worked 
toward reforming the 1902 Reclama
tion Act. An increase in the acreage 
limitation of 160 acres, set in the 1902 
act, is long overdue and I am pleased 
that Congress could finally reach an 
agree-ment on this much needed 
reform. 

I believe that the version of the Rec
lamation Reform Act agreed on by the 
conference committee addresses many 
of the concerns raised during the 
House and Senate consideration of 
their separate bills. Individuals and 
companies with 25 or fewer sharehold-
ers are limited to 960-acres of owned 

or leased land on which they can re
ceive Federal project water. Compa
nies with more than 25 shareholders 
are able to obtain water on up to 640-
acres of owned land-with only the 
first 320 acres eligible for reduced 
rates. 

The interest rate formula contained 
in the conference report would raise 
the House minimum interest rate to 
7¥2 percent, and apply that rate to old 
projects. For new projects or addi
tions, the Senate's formula-roughly 
11 o/s percent-would apply. 

I am also pleased to see that the con
ference report contains an equivalency 
formula which allows the Secretary of 
the Interior to raise the acreage limit 
for lands with less productive poten
tial. However, districts would have to 
amend their present contracts to meet 
the provisions of the new law before 
the equivalency formula would apply. 

The conference report also includes 
provision to exempt a district from the 
acreage limitation, once their repay
ment obligations have been met. And, 
finally, the residency requirement con
tained in the 1902 act, as interpreted 
by the Department of the Interior, 
was repealed. 

Mr. President, I realize that not ev
eryone got what they wanted under 
this revision of the 1902 Reclamation 
Act. There were many difficult deci
sions to ·make, especially in dealing 
with the life-blood of agriculture in 
the Western States-water. I believe in 
doing all I can to help preserve the 
family farm in America. I believe the 
reforms we make in the Reclamation 
Act were necessary for preservation of 
the family farm in the arid Western 
States. We in the West do not have 
the advantage of some of the other 
areas of the country of relying on 
Mother Nature to provide adquate 
moisture for crop production. Yet, the 
land in these Western States is some 
of the most productive in the country 
if we can get the water to it. 

The members of the conference com
mittee should be commended for their 
ability to reach an agreement on such 
a difficult issue. Reform of the 1902 
Reclamation Act was necessary this 
year and I believe that the conference 
report before us represents a reasona
ble reform of the antiquated act. I 
urge the adoption of the conference 
report.e 

(By request of Mr. BAKER, the fol
lowing statement was ordered to be 
printed in the RECORD:) 
• Mr. SIMPSON. Mr. President, I do 
want to take just a few moments to 
state my strong support for this con
ference report and also to express my 
positive delight that the effort to in
crease the capacity of Buffalo Bill 
Dam is now coming to such a success
ful conclusion. 

I am pleased about the passage of 
this legislation for a number of rea-
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sons, Mr. President-most significant
ly, perhaps, because the Buffalo Bill 
Dam is located near my own home
town of Cody, Wyo., and for that 
reason I am well aware of the benefits 
that will flow to that region as a result 
of this project. 

I am also aware of-and so very 
much appreciate-the efforts of my 
colleagues in the Wyoming delegation 
on this legislation. I recall that my 
predecessor-former Senator Cliff 
Hansen-made the Buffalo Bill Dam 
one of his projects during his many 
years of extraordinary and dedicated 
service in this body. More recently, my 
fine friends Senator MALcoLM WALLOP 
and Representative DICK CHENEY have 
been instrumental in moving this bill 
through both the House and the 
Senate. The quality of the final prod
uct is the direct result of the excellent 
work that has been done by each one 
of these able legislators. 

There is a most critically important 
aspect of the Buffalo Bill Dam portion 
of this legislation that each Member 
of this body should be well aware of
and one that should command the 
support of all. Since its completion in 
the first decade of this century as one 
of the first of the Nation's reclamation 
projects, Buffalo Bill Dam has stood 
as a symbol of the benefits that result 
from this Nation's commitment to rec
lamation in the West. With the pas
sage of this legislation-embodying as 
it does a new concept of Federal/State 
cooperation in the financing of recla
mation projects-the enlarged Buffalo 
Bill Dam and its associated works will 
once again stand as a symbol-this 
time as a symbol of a new cooperation 
in the development of reclamation 
projects and the commitment of the 
people of Wyoming that has made this 
new cooperation possible. As part of a 
massive new State program directed 
toward the development of Wyoming's 
water resources, the State of Wyoming 
has committed $47 million from State 
legislature appropriations for the 
State share of financing of the Buffa
lo Bill project. I believe that the sort 
of attitude and action that underlies 
that commitment should be commend
ed and encouraged throughout Amer
ica. The best way that we can do that, 
Mr. President, is to pass this legisla
tion and then to get on with making 
this landmark Federal/State joint 
project a reality. 

Mr. President, I would be clearly 
remiss if I did not comment upon the 
other titles of S. 1409 as it has been 
amended. Certainly when I first joined 
with my colleague from Wyoming in 
cosponsoring S. 1409, I did not con
ceive that it would become the "horse" 
for a "rider" known as the reclamation 
reform bill. Yet I am also a cosponsor 
of Senator McCLURE's bill and there
fore am pleased to see that very im
portant legislation also reach a suc
cessful conclusion in this conference 

report. I will not go into detail on the 
reclamation bill-my colleagues who 
have been closely involved with that 
reviewed the provisions contained in 
the conference report. Let me just 
state that I am confident that the 
changes that we are now making in 
the 1902 Reclamation Act-changes 
such as the increased acreage limita
tions, the updating of the cost recov
ery mechanism, the explicit provision 
for leasing, the elimination of the resi
dency requirement, and the expanded 
equivalency concept-will assure the 
continued vitality of the reclamation 
program and I give my full support to 
this portion of the report before us 
without any hesitation. 

Let me also say, Mr. President, that 
I am pleased that the parties involved 
with title III of the bill-relating to 
the settlement of the Papago Indian 
case in Arizona-have been able to 
reach an agreement that is satisfac
tory to all. I know that the Arizona 
delegation and others have worked 
very diligently on this, and the final 
result is clear testimony to their effec
tiveness. 

In conclusion, Mr. President, it has 
been a pleasure to participate, observe, 
and to have been a part of fashioning 
this kind of legislation and joining in 
this congressional teamwork. Passage 
of this legislation will mean much to 
the large portion of this country that 
is dependent on a continued Federal 
role in reclamation. In a larger sense, 
this is a constructive, positive, and re
sponsible piece of work-of which we 
can all be quite proud as legislators. I 
am very pleased. I urge my colleagues 
to vote favorably on this conference 
report.e 

<By request of Mr. BAKER, the fol
lowing statement was ordered to be 
printed in the RECORD:) 
• Mr. WALLOP. Mr. President, today 
the U.S. Senate is considering the con
ference report for three major bills: A 
bill to enlarge the Buffalo Bill Dam in 
Cody, Wyo.; the Reclamation Reform 
Act of 1982; and the Papago Arizona 
Settlement. Passage of this conference 
report by the Senate and the House of 
Representatives will clear the way for 
Presidential approval. Although these 
three bills are all different, both indi
vidually and collectively they repre
sent a historic step, indeed a quantum 
leap, in the development of Western 
water. I am particularly proud that S. 
1409, a bill for the modification of 
Buffalo Bill Dam, which is located in 
my home State of Wyoming, has now 
moved into the final stage of becoming 
law. 

In 1969 Congress passed legislation 
which directed the Department of the 
Interior to determine if Buffalo Bill 
Dam could be raised and what poten
tial benefits it could provide. The find
ings of this study indicated that ex
pansion of the present structure, 
which was completed in 1910 as a pri-

vate project by Buffalo Bill Cody, was 
both possible and feasible. In the 96th 
Congress I introduced legislation to ac
complish that, and today marks the 
culmination of a bipartisan, State-Fed
eral cooperative effort which will 
result in a project that even Mr. 
Cody's vivid imagination could not 
have envisioned. The present dam will 
be raised by 25 feet, thus increasing 
active conservation storage by over 
270,000 acre-feet and providing an 
annual firm yield of 74,000 acre-feet. 
In addition, this bill will authorize the 
construction of a new spillway and 
visitor's center and the rehabilitation 
of the existing Shoshone Powerplant. 

This bill's creative and cooperative 
funding between the Federal Govern
ment and the State of Wyoming meets 
this administration's goal of working 
with the State in financing water 
projects, and will serve as a prototype 
for funding water projects in other 
States. This bill is a victory for every
one: The irrigators who will be able to 
utilize the water from the excess 
spring runoff which until now has 
been lost; environmentalists, hunters, 
conservationists, and fisherman, who 
will have additional water for outdoor 
recreation and conservation of both 
fish and wildlife; and the cities and in
dustry who will have additional water 
resources to use for their purposes. 

In addition the reclamation reform 
of 1982 modernizes the original 1902 
act, which was badly outdated by 
modem farming technology and prac
tices. It raises the acreage limitations 
under the old act and provides that an 
individual can receive water from a 
Federal reclamation project at a level 
which is now realistic for today's farm
ing operation. This bill also includes 
an equivalency factor which will allow 
farmers in States that have shorter 
growing seasons, such as Wyoming, to 
irrigate an increased number of acres. 
It also contains numerous payback 
provisions which will insure that the 
users of reclamation water will contin
ue to reimburse the Federal Govern
ment for the cost of the water which 
they use. Thus, the money expended 
on reclamation reform projects contin
ues to be one of the best investments 
the U.S. Government has made. The 
reclamation projects, the Arizona 
projects, and Wyoming's Buffalo Bill 
Dam, all of which are in this bill, will 
control the savage flooding which has 
plagued our Nation in earlier years 
and they will result in increases in our 
present supplies of electricity and agri
cultural products. These in tum will 
provide jobs and food in all parts of 
our country, and help insure that 
Americans will continue to enjoy the 
highest standard of living in the 
world. 

Mr. President, in the critical light of 
intense scrutiny, these projects will 
serve as shining examples of coopera-

' 
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tion at all levels of government-Fed
eral, State, and local-and they will 
dispel the myth that the users and 
beneficiaries of western water projects 
do not defray the costs of the water 
which they use. Again. I am extremely 
pleased to have been a part of this 
criticallegislation.e 

(By request of Mr. ROBERT C. BYRD, 
the following statement was ordered 
to be printed in the RECORD:) 

e Mr. DECONCINI. Mr. President, 
the bill before us today, as reported by 
the House and Senate conferees, has 
much significance for the people of 
Arizona. S. 1409, the Buffalo Bill Dam 
and Reservoir Act, is comprised of 
three major titles which are, in reality, 
three separate and largely unrelated 
bills. 

RECLAMATION REFORM ACT OF 1982 

Title II of the act is the Reclamation 
Reform Act of 1982 which, in my esti
mation, fairly and effectively updates 
the 1920 Reclamation Act. This bill, 
like most major measures passed by 
Congress, contains many compro
mises-both large and small-ham
mered out in both Houses-and repre
sents, finally, the consensus view. One 
such compromise is reflected in sec
tion 218, which relates to the central 
Arizona project in Arizona. 

The Senate bill included a provision 
to exempt the central Arizona project 
from the limitations and restrictions 
of the act. This provision, which was 
included by the chairman at my re
quest, sought to distinguish between 
ordinary reclamation projects and 
those which require a bucket-for
bucket reduction in the pumping of 
ground water. 

Mr. President, reclamation law was 
designed to apply to projects that pro
vide full or supplemental irrigation 
supplies on a firm or dependable basis. 
However, although the original use of 
the central Arizona project water was 
envisioned to be purely agricultural, 
the population centers have grown 
and the master contract now gives 
M&I users a 100 percent priority over 
agriculture users in event of a short
age. As a result, the cities get a firm 
water supply. The Indian reservations 
get a firm water supply. But the farm
ers do not get a firm water supply. 
This contract, in reality, represents a 
temporary water supply for Arizona 
farmers. 

For this reason and because the CAP 
master contract requires a bucket-for
bucket substitution of ground water 
now being pumped in the project 
area-CAP neither expends nor stabi
lizes agriculture's supply. The purpose 
of the CAP is not to create new agri
culture but to reduce the pumping of 
ground water for agriculture already 
in existence. Without additional water, 
but with the limitations and restric
tions of the Reclamation Act, many 
Arizona farmers could not afford to 
contract with the CAP-could not 

afford to stop pumping ground water
and that would not be in the best in
terest of Arizona. 

However, because the House bill did 
not contain a similar exemption for 
the Central Arizona project, it was a 
matter of consideration for the confer
ence. The conferees have concluded 
that such an exemption is justified but 
have placed a time limitation on it. 
The conference report states: 

The conferees agreed upon a provision 
which would apply the ownership and pric
ing provisions applicable to recordable con
tracts executed for lands in the Central Ari
zona Project. The provisions limit the deliv
ery of water to such lands at the subsidized 
rate for a period of ten years from the date 
the Secretary finds that the lands are capa
ble of being served with irrigation water. 

I believe this 10-year period will be 
helpful, especially during these early 
years of the project when the individ
ual districts are faced with some un
foreseen and escalating costs. It is my 
sincere hope that this provision will 
make it economically feasible for the 
districts to contract for the CAP 
water. The continued mining of 
ground water could have disastrous 
long-term impacts on the natural envi
ronment of Central Arizona. 
SOUTHERN ARIZONA WATER RIGHTS ACT OF 1982 

Title III of the act is the Southern 
Arizona Water Rights Settlement Act. 
This act is similar to S. 2114 which I 
introduced and which was cosponsored 
by my distinguished colleague, Sena
tor BARRY GOLDWATER. The bill passed 
the Senate unanimously as H.R. 5118 
on May 7, 1982. It was accepted by the 
House, but was subsequently vetoed by 
the President of the United States. 

Mr. President, since that time there 
has been an intense effort by Con
gressman MoRRis UDALL, the sponsor 
of the House bill, by Senator GoLD
WATER and myself, and by our staff as
sistants to work with administration 
officials to forge legislation acceptable 
to all parties. 

This effort has led to extensive ne
gotiations in Tucson, Ariz., which in
cluded official representatives of the 
Department of Interior, representa
tives from our Washington offices, 
representatives of the Papago Indian 
Tribe, the city of Tucson, Pima 
County, the State of Arizona, and the 
various mining and agricultural inter
ests which are referred to in the act. 
Those negotiations have continued 
here in Washington, with participa
tion and consultation with the princi
pal parties, and have resulted in the 
legislative proposal now embodied in 
s. 1409. 

However, Mr. President, as I indicat
ed in a statement on the floor of the 
Senate September 9, 1982, I was very 
much concerned with certain provi
sions of the Water Rights Act which 
were included in the S. 1409 package. 
Of specific concern was section 313(f) 
which states: 

Payments for damages arising under 
304<c> and 305<d> shall not exceed in any 
given year the amounts available for ex
penditure in any given year from the Coop
erative Fund established under this section. 

An extensive explanation of this and 
other sections can be found in the con
ference report which accompanies this 
act. However, it was my concern at 
that time that this section could have 
been interpreted as limiting the liabil
ity of the Federal Government-the 
obligations of the Federal Govern
ment to the people of Pima County 
and to those participating in the set
tlement-to whatever sum which 
would be available in the fund in any 
given year. This could have been the 
case even if the Federal Government 
appropriated nothing to the fund. 
This, of course, would have had the 
effect of absolving the Federal Gov
ernment from any liability for deliver
ing CAP water to the San Xavier Res
ervation and to the Tucson area. 

I can assure you that this is not the 
intent of the legislation and never has 
been. In fact, the State of Arizona, 
Pima County, the city of Tucson, and 
Papago Indian Tribe, and the private 
interests in Pima County have negoti
ated in good faith and with the under
standing that central Arizona project 
water will be delivered to the Tucson 
area by 1990, which is now the official 
estimate of the Department of the In
terior. Those parties have collectively 
agreed to contribute $5,250,000 imme
diately to the settlement and certainly 
expect the Federal Government to live 
up to its agreements. 

Mr. President, the House and Senate 
conferees have addressed this action 
of the bill and I believe their interpre
tation is clear, and reflects my under
standing of the intent of the bill. The 
conference report clearly states that 
the Federal Government is obligated 
to pay damages equal to the "actual 
replacement costs" of CAP water if 
the aqueduct is not completed. These 
payments for damages are to come 
from the interest accruing from the 
sums contributed or appropriated to 
the fund. If in the event sufficient 
sums are not available in the coopera
tive fund, the tribe may seek addition
al payments of damages in the Court 
of Claims. Thus, it is clear to the con
ferees that the Federal Government 
has a continuing liabililty for dam
ages-for nondelivery of CAP water
beyond its contribution to the cooper
ative fund. 

Mr. President, I believe this is a cru
cial point to all parties to the settle
ment and I have been informed that 
all parties have agreed on this clarifi
cation. 

I have also been informed that this 
legislation is acceptable to the Papago 
Indian Tribe, the city of Tucson, the 
State of Arizona, and the various pri
vate interests. 
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I would like to commend the chair

man of the House Interior Committee, 
Mo UDALL, for his leadership and great 
determination to bring these negotia
tions to a successful conclusion and for 
his leadership and skill in guiding all 
of these important legislative meas
ures through the House of Represent
atives. 

I would also like to commend my dis
tinguished senior colleague, Senator 
BARRY GOLDWATER, for his significant 
contributions to both the Reclamation 
Reform Act and the Southern Arizona 
Water Rights Act. 

And most of all, I would like to 
direct my sincere appreciation to the 
many individuals throughout the 
State who have contributed so much 
to the development of these legislative 
proposals.e 

Mr. McCLURE. Mr. President, I 
could not allow the discussion to con
clude without personally thanking the 
members of the staff on both sides of 
the aisle who worked so long and so 
hard. This is a matter of years of dedi
cated service on the part of people on 
both sides of the aisle, Senator JACK
soN and his staff, and certainly Gary 
Ellsworth and Russ Brown on the ma
jority staff, in particular, and there 
are many others who have worked as 
hard and as long on it. But I do want 
that to be particularly noted at this 
time. 

Mr. President, I know of no further 
comment and I know of no request for 
a rollcall vote. 

The PRESIDING OFFICER. Is 
there further debate? If not, the ques
tion is on agreeing to the conference 
report. 

The conference report on S. 1409 
was agreed to. 

Mr. McCLURE. Mr. President, I 
move to reconsider the vote by which 
the conference report was agreed to. 

Mr. METZENBAUM. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. GARN. 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. BAKER. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. BAKER. Mr. President, I take 
this opportunity to congratulate the 
distinguished Senator from Idaho, the 
distinguished Senator from Washing
ton, and others who were instrumental 
in moving this conference report to 
final passage. It was done in an expe
ditious manner and I think it is a 
major accomplishment for all parties 
concerned. I thank the Senator from 
Wisconsin for his cooperation in the 
matter of scheduling and final pas
sage. 

DEPOSITORY INSTITUTIONS 
AMENDMENTS OF 1982 

Mr. BAKER. Mr. President, I ask 
the Chair now to lay before the 
Senate S. 2879, the Depository Institu
tions Amendments of 1982. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
A bill <S. 2879) to provide flexibility to the 

Federal Deposit Insurance Corporation, the 
Federal Savings and Loan Insurance Corpo
ration, and the Federal supervisory agencies 
to deal with financially distressed deposito
ry institutions, to enhance the competitive
ness of depository institutions, to expand 
the range of services provided by such insti
tutions, to protect depositors and creditors 
of such institutions, and for other purposes. 

The PRESIDING OFFICER. Is 
there objection to the present consid
eration of the bill? 

There being no objection, the Senate 
proceeded to consider the bill. 

Mr. BAKER. Mr. President, there is 
a time agreement on this measure. It 
is my hope that we can move promptly 
and expeditiously and perhaps finish 
the bill well in advance of the time 
provided for under the agreement. 

Mr. President, I would also like to 
say it is not the intention of the lead
ership to call up any other measure 
this afternoon unless that measure 
can be dealt with by unanimous con
sent. 

Mr. President, I also would like to 
announce that on Monday, because of 
a religious observance, there will be no 
RECORD votes. 

ORDER POR RECESS UNTIL 11 A.K. ON MONDAY, 
SEPTEMBER 27, 1982 

Mr. BAKER. Mr. President, I ask 
unanimous consent that when the 
Senate completes its business today it 
stand in recess until the hour of 11 
a.m. on Monday next. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 
ORDER THAT ROLLCALL VOTES ORDERED ON 

MONDAY TO OCCUR BEGINNING AT 2 P.K. ON 
TUESDAY 

Mr. BAKER. Mr. President, I ask 
uanimous consent that any rollcall 
votes ordered on Monday may be 
stacked and occur in the order in 
which they were ordered on Tuesday. 
beginning at 2 p.m. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. METZENBAUM. Mr. President, 
let me publicly express to the majority 
leader the appreciation of those of us 
who, by reason of religious convic
tions, would not be in a position to be 
here on Monday by protecting our po
sition and not bringing any matter to 
a vote on that day. 

Mr. BAKER. I thank the Senator 
from Ohio. 

Mr. President, let me point out that 
this does not mean we will not be in 
session on Monday. We will be in ses
sion on Monday but, as is the tradition 
of the Senate and as it has done for 

many years, there will be no RECORD 
votes. I thank the Senator from Ohio 
for his remarks. 

Mr. President, I yield the floor so 
that the managers of the bill may pro
ceed. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. GARN. Mr. President, I suggest 
the absence of a quorum, the time to 
be taken off the bill equally divided. 

The PRESIDING OFFICER. With
out objection, it is so ordered. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

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

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. GARN. Mr. President, I will be 
brief, because I know and I am very 
well aware that many of our col
leagues are anxious to catch airplanes 
and it is a Friday afternoon. But, this 
is an extremely important bill. The 
Banking Committee has been working 
to resolve many of these issues for the 
last year and a half. It has been a dif
ficult task because the issues are very 
complex and very controversial. 

When the process started, most of 
the various trade organizations in
volved were in vastly different posi
tions, poles apart. I am happy to say, 
after all of this time, that although 
each of them certainly do not agree 
with all aspects of this bill, and would 
like to see it different than it is, as I 
would, nevertheless there is support 
for it, with reservations. 

I am pleased that these groups have 
been willing and able to work togeth
er, to give up some of their own self-in
terest, in order to achieve something 
for the common good. So we do 
present this bill before you today in a 
quite different form than it was origi
nally enacted in S. 1720. 

At the outset, I would like to thank 
both the majority and the minority 
staff for literally untold hours of 
work. I know it is common for the 
manager of a bill to get up and say 
that and thank everybody. But in this 
case it was an unusually long proce
dure over a long period of time to get 
to this point of bringing the bill to the 
floor. So I would like to thank them 
for all of their time and effort, in spite 
of the difficulties. 

I would particularly like to thank 
Senator RIEGLE who dropped in in the 
middle of all of this as the ranking mi
nority member this summer. He had a 
lot of catching up to do because he 
was not in that position when this 
process started. But he jumped in on 
all fours, and particularly during the 
last few weeks, has been very helpful 
and cooperative with me to bring this 
bill to the floor. Without his help, and 
the help of other members of the com-
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mittee on both sides of the aisle, we 
simply would not be here with this bill 
this afternoon. 

Mr. President, today the Senate con
siders S. 2879, legislation which will 
promote a stable and strong financial 
system by facilitating assistance to 
troubled financial institutions and by 
providiiig additional earnings and in
vestment opportunities for such insti
tutions. 

Over the past 18 months, the Senate 
Banking Committee has held numer
ous oversight and legislative hearings 
on the conditions within the financial 
system and the economy in general. 
Following the hearings, a comprehen
sive legislative package was introduced 
in October 1981 to serve as a means by 
which the committee could focus at
tention on financial institutions issues. 
What we have before us is subsequent 
legislation-S. 2879, the Depository In
stitutions Amendments of 1982-re
ported by the Banking Committee. In 
essence, what this legislation repre
sents is a shifting of gears to facilitate 
the stability and growth of our finan
cial system. 

The bill will create a more stable 
future for the thrift institutions in 
this country by broadening their lend
ing and investment opportunities. It 
also will provide savers with an in
sured account which will compete with 
money market funds. 

It will expand the authority of the 
Federal Deposit Insurance CorPora
tion and the Federal Savings and Loan 
Insurance Corporation to assist trou
bled depository institutions and, when 
appropriate, to arrange interstate and 
cross-industry acquisitions of such in
stitutions. It also broadens the Nation
al Credit Union Administration's au
thority regarding the merger of a fi
nancially distressed credit union. The 
bill also authorizes a savings bank to 
convert from State to Federal charter 
and continue to be FDIC insured. 

It establishes a capital assistance 
program whereby institutions may ex
change capital notes with the insuring 
agencies to shore up the institution's 
net worth. By increasing the net 
worth or sUrPlus accounts of savings 
and loans associations, mutual savings 
banks and other qualified institutions, 
the capital assistance provision of the 
bill will provide thrift institutions with 
additional flexibility to develop oper
ating procedures for their long-term 
survival in a competitive marketplace. 

In order to provide additional asset 
flexibility and earnings opportunities 
to thrift institutions in the long-term, 
the bill authorizes Federal savings and 
loan associations and Federal savings 
banks to engage in a broader range of 
lending and related investment activi
ties. Such activities include limited 
commercial lending, leasing, and con
sumer lending. By limiting such 
powers, the legislation maintains the 

traditional distinctions between com
mercial banks and thrift institutions. 

The need to restructure the thrift 
industry long has been recognized in 
the financial community and in Con
gress. It appears clear that defective 
structuring is a primary cause of the 
current economic vulnerability of 
thrifts. The high and volatile interest 
rates of recent years have illustrated 
starkly the inherent dangers of bor
rowing short and lending long at fixed 
rates. At the same time, competition 
for deposits has become increasingly 
fierce and expensive, due in large part 
to the rapid and enormous expansion 
of money market mutual funds. To 
remain competitive and pay for depos
its, thrifts need new earnings opportu
nities. Finally, the additional powers 
provided thrift institutions are a nec
essary complement to the temporary 
assistance programs described. 

Another provision of the bill amends 
various statutory provisions primarily 
affecting commercial banks to revise 
outdated lending and borrowing limits. 
It also permits Federal chartering of 
bankers' banks, liberalizes banking 
statutes, and exempts small depository 
institutions from reserve require
ments. 

The bill also amends the Federal 
Credit Union Act to simplify the orga
nization process for credit unions, 
broaden their . mortgage lending 
powers, and clarify and make techni
cal modifications to numerous provi
sions of the act. 

Historically, our financial system 
has been strong and competitive, sus
taining the Nation's long-term eco
nomic stability and growth. In order to 
accommodate the changes that have 
occurred over the past decade, and to 
insure that our financial system will 
sustain the growth of the future, it is 
necessary for Congress to adopt this 
legislation. 

I should note that many of the 
issues that are being dealt with have 
been discussed in the Banking Com
mittee during the past several years 
and reflect individual pieces of legisla
tion previously introduced by present 
and former members of the Banking 
Committee. 

The House has acted on a regula
tors' bill, on capital assistance, and on 
other individual provisions included in 
s. 2879. 

Finally, I urge my colleagues to act 
favorably and expeditiously on this 
legislation so that we may proceed to 
maintain our Nation's strong and com
petitive financial system. 

The PRESIDING OFFICER. The 
Senator from Michigan. 

Mr. RIEGLE. Mr. President, let me 
at the outset thank my colleague from 
Utah for his gracious comments. We 
have worked closely together. I have 
found him exceedingly gracious to me 
in our discussions personally and in 

the work between the professional 
staffs. 

I want to say how much I have en
joyed working with him. I also want to 
acknowledge the tremendous effort he 
has given and the personal leadership 
he has given over a period of many 
long months in crafting this legisla
tion and bringing it forward to the 
Senate floor today. 

The legislation we are considering 
today, the Depository Institutions 
Amendments of 1982, S. 2879, is de
signed primarily to help us resolve 
problems in our financial system by 
enabling bank regulatory agencies to 
deal with financially distressed deposi
tory institutions, to protect their de
positors, and to enhance the competi
tiveness of these institutions. 

S. 2879 is the product of extensive 
hearings-more than 20 days-held 
during the past 18 months. 

On August 19, the committee or
dered this legislation reported, with
out opposition. 

A principal PUrPOSe is to provide the 
Federal regulatory agencies with the 
necessary tools for dealing with weak 
and failing financial institutions. The 
critical situation facing the savings 
and loan industry is well known. The 
Federal Home Loan Bank Board re
ports that savings and loan industry 
net income losses were $3.9 billion be
tween January 1 and July 31 of this 
year. More than 1,000 savings and loan 
associations-one-fourth of all the sav
ings and loan associations in the coun
try-have insufficient net worth to 
survive the next 2 years at their cur
rent loss rate. 

The earn.ings picture for the indus
try continues to worsen. According to 
the Bank Board, the overall net after
tax return on assets-probably the 
most comprehensive measure of the 
industry's earnings-dropped from 
-0.49 percent in the first half of 1981 
to -1 percent in the first half of 1982. 

In the past 2 months or so, short
term interest rates have taken a signif
icant drop, leading some observers to 
believe that the problems of the thrift 
industry will soon be solved. It is im
portant to understand that while a 
continuation of current lower interest 
rates will improve the profitability of 
the industry, severe problems, related 
primarily to the industry's portfolio of 
low-yielding mortgages, will continue 
to plague a large percentage of the as
sociations. 

The Bank Board has projected that 
even if interest rates on short-term 
Treasury instruments in 1982 average 
9.5 percent <the average was 12.3 per
cent for the first 8 months>. year-end 
1982 would see some 1,146 S&L's, with 
$250 billion in assets, at or below the 
minimum statutory level of 3-percent 
net worth. Should 9.5-percent rates 
continue, this category would increase 
to 1,334 associations representing $325 
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billion in assets by the end of 1983. In
stitutions exhausting their capital 
over the 2-year period under the 9.5-
percent scenario would number about 
227, with total assets of $53 billion. 

According to H. Brent Beesley, Di
rector of the Federal Savings & Loan 
Insurance Corporation, despite the 
current decline in short-term interest 
rates, the insurance agency will prob
ably continue to have to handle an av
erage of three failures a week through 
1983. That compares with an average 
of fewer than three S&L failures a 
year from 1934 through 1981. 

From January through August of 
this year there were 154 supervisory 
mergers approved involving 182 insti
tutions. Twenty-eight of those, involv
ing 40 associations, required FSLIC as
sistance. During all of 1981 there were 
only 79 supervisory mergers. Of these, 
only 23 involved FSLIC assistance. 

The sad fact is, that as of July 31, 
1982, 78 percent of all FSLIC-insured 
savings and loan associations were 
awash in red ink. 

The depressed state of the economy 
is also adversely affecting commercial 
and mutual savings banks. During the 
period January 1, 1981, through July 
30, 1982, 16 commercial banks and 9 
mutual savings banks were closed by 
the FDIC. In all of 1981, only 10 feder
ally insured banks failed. So far this 
year, 24 commercial banks have failed. 

With respect to credit unions, there 
have been 86 insured credit unions liq
uidated and 248 mergers from January 
1, 1982, to June 30, 1982. 

The purpose of this legislation, S. 
2879, is to expand the authority of the 
FDIC, FSLIC, and NCUA to assist 
these troubled depository institutions 
through broadened merger options 
and financial aid. 

The provisions in title I and II of the 
bill providing the FDIC and FSLIC 
with expanded powers are quite simi
lar. The bill expands the powers of 
these bank regulators to assist trou
bled institutions to include: Assump
tion of liabilities, deposits, contribu
tions, and purchase of securities. 

The FDIC and FSLIC are also given 
expanded authorization to merge eligi
ble institutions but only under careful
ly prescribed conditions which give 
preference to in-State mergers of simi
lar-type institutions. 

In order to maximize the resources 
of the FDIC fund, the bill allows com
merical banks and mutual savings 
banks with assets of $500 million or 
more which are closed, or in the case 
of mutual savings banks in danger of 
closing, to be acquired on an interstate 
and/or cross-industry basis. 

These mergers and acquisitions are 
subject to the following terms in the 
legislation: Both the FDIC and the 
FSLIC may solicit offers from any pro
spective purchaser it determines is 
qualified and capable of providing the 
needed assistance. After soliciting bids 

from prospective qualified purchasers, 
if the bid that results in the lowest 
cost to the bank regulator is from an 
in-State, same-type institution as the 
failing institution, the in-State, same
type institution would be the acquirer. 
If such an institution is not the lowest 
bidder, all persons who submitted bids 
within 15 percent or $15 million of the 
lowest cost first bid may submit new 
bids. After rebidding, the bank regula
tor is directed to authorize transac
tions considering the following prior
ities: In-State, same-type institutions; 
in-State, different-type institutions; 
out-of-State, same-type institutions; 
and out-of-State, different-type insti
tutions. 

Additionally, when considering 
offers from out-of-state institutions, 
the FDIC and FSLIC shall give priori
ty to institutions in adjacent States. In 
considering authorizations, the regula
tors are directed to give consideration 
to the need to minimize the cost of fi
nancial assistance and to the mainte
nance of specialized depository institu
tions. 

These sections of the bill were very 
carefully drafted by the committee in 
order to reflect the concerns expressed 
by a number of Senators regarding the 
problems associated with interstate 
branching and cross-industry mergers. 
They sunset, as do a number of other 
provisions in the bill. 

Other provisions which sunset in
clude those that permit the Federal 
Reserve Board to dispense with notice 
and hearing for bank holding compa
ny acquisitions of thrift institutions in 
emergency situations; those that 
permit the FDIC to require and/or au
thorize the conversion to a Federal 
stock savings bank or Federal stock as
sociation under certain emergency 
conditions; and those that grant the 
FHLBB the authority to appoint the 
Corporation as sole conservator and 
receiver for State associations, under 
emergency situations, irrespective of 
State law. The emergency authority of 
the NCUA and its emergency conser
vatorship authority is also sunsetted. 

I consider passage of this legislation 
to be extremely important not only for 
the preservation of our current finan
cial depository institutions, but also 
for the maintenance of specialized de
pository institutions. 

I personally happen to believe that 
not only should every American have 
the right to own a home under reason
able terms and conditions, but that in 
addition, there should be financial de
pository institutions to accommodate 
and finance this need, as well as the 
needs of the housing industry. The 
savings and loan industry has had the 
major public role in filling this need in 
the past and they should be encour
aged and enabled to do so in the 
future. 

Thrift institutions-savings and loan 
associations and mutual savings 

banks-are in a great deal of difficulty 
today to a large extent because they 
fulfilled their public responsibilities 
too well by providing a stable source of 
low-cost, long-term financing to the 
home mortgage market. 

The public benefits of thrift financ
ing have been an enormous success, 
supporting the highest incidence of 
home ownership in the world. Yet it is 
precisely these long-term, low-yielding 
mortgage assets that have resulted in 
the thrifts running negative earnings 
during a sustained period of high in
terest rates-when they have had to 
pay more for short-term deposits than 
they earn on their long-term loans. 

S. 2879 provides thrifts and other 
federally-insured financial institutions 
with the time needed to work out their 
problems and at the same time gives 
the Federal insurance agencies addi
tional flexibility by authorizing a cap
ital assistance program. 

The capital assistance program au
thorized in S. 2879 allows the Federal 
Savings and Loan Insurance Corpora
tion and the Federal Deposit Insur
ance Corporation to purchase capital 
instruments from qualifying institu
tions, for the purpose of increasing 
the capital and, therefore, the net 
worth of these institutions. 

In order to qualify for assistance, in
stitutions must: Have net worth of 3 
percent or less; have incurred losses 
during the two previous quarters; 
comply with the terms and conditions 
established by the insuring agencies as 
a condition of receiving such assist
ance (except that the execution of a 
merger resolution or an agreement to 
reorganize shall not be required of in
stitutions that will have a positive net 
worth for 9 months or more after re
ceipt of assistance>; be able to remain 
solvent for at least 6 more months; 
and have at least 20 percent of their 
assets invested in residential mort
gages or mortgage-backed securities. 
S. 2879 sets forth an initial formula 
authorizing the purchase of capital in
struments by the insuring agencies as 
follows: With respect to institutions 
with 2- to 3-percent net worth, the in
suring agencies may purchase instru
ments in an amount equal to 30 per
cent of their actual losses; with respect 
to institutions with 1- to 2-percent net 
worth, the insuring agencies may pur
chase instruments in an amount equal 
to 40 percent of their actual losses; 
and with respect to institutions with 0 
to !-percent net worth, the insuring 
agencies may purchase instruments in 
an amount equal to 50 percent of their 
actual losses. The insuring agencies 
may vary the formula, but in no event 
are the regulators permitted to pur
chase capital instruments in an 
amount that exceeds 100 percent of 
any institution's actual losses. 

This capital assistance program is 
vital if we wish to preserve thrifts as a 
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viable part of the private segment of 
this economy. 

At the same time, the program is es
sential to preserve the financing needs 
of millions of Americans who are de
pendent upon savings and loan asso
ciations for the financing of their 
homes. 

The effect of the program is intend
ed to reduce the number of superviso
ry mergers and is intended to be less 
costly than the paying out of the in
surance liability. 

In order to provide additional asset 
flexibility and earnings powers to 
thrift institutions in the long-term, 
the Banking Committee also felt that 
Federal savings and loan associations 
and Federal savings banks should be 
authorized to engage in a broader 
range of lending activities. 

A number of States are already 
moving in this direction and the com
mittee felt that federally-chartered in
stitutions should be afforded a limited 
opportunity to do so as well. 

The committee felt that during 
future periods of high and volatile in
terest rates, thrift institutions must be 
able to complement their portfolios 
with loans that are not totally depend
ent upon the long-term mortgage 
market. A majority felt that if savings 
and loan associations were allowed to 
diversify, they would be better able to 
survive and fulfill their primary func
tion of providing affordable housing 
finance. The potential failure of de
pository institutions exposes the 
FSLIC, FDIC, and ultimately the 
Treasury to extensive budget outlays. 
Enacting S. 2879 would be a major 
step toward correcting the maturity 
mismatch in thrift portfolios and 
therefore reducing the economic loss 
inherent therein. 

Accordingly, this legislation expands 
the commercial lending power of 
thrifts to 15 percent of assets after 
January 1, 1984. No more than half of 
this amount may be used for loan 
originations with the remainder to be 
used for loan participations or pur
chases. 

In addition to the problems and im
mediate crisis facing the thrift indus
try, the committee also heard, during 
the past 18 months, substantial testi
mony regarding the regulatory dispari
ty between financial depository insti
tutions and their largely unregulated 
nondepository competition. 

Although Congress mandated the 
phaseout of regulation Q deposit in
terest rate controls just over 2 years 
ago, the need for further congression
al action to provide a new, market-sen
sitive deposit instrument has been 
amply shown by the growth of invest
ments in money market mutual fund 
shares. 

The statistical evidence of the com
petitive imbalance between regulated 
and unregulated financial institutions 
is measurable by the fact that the 

asset size of the money market funds 
grew from $60.9 billion in March 1980, 
to $226.1 billion on September 15, an 
increase of over 370 percent. During 
1981, money market funds acquired 72 
percent of the total growth in small 
denomination time and savings depos
its and fund shares. The reason for 
the growth is clear: Money markets 
have been free to offer a deposit ac
count with a low minimum balance, 
paying an interest rate near Treasury 
bill rates, and allowing the depositor 
to withdraw funds easily and even 
enjoy limited check-writing opportuni
ties. Depository institutions are 
banned by Federal regulations from 
offering a comparable deposit account. 

In an effort to provide for more con
sistent deregulation of the assets and 
liabilities of depository institutions, S. 
2879, and the report accompanying it, 
direct that a new deposit instrument 
fully competitive with the money 
market funds be adopted by the De
pository Institutions Deregulation 
Committee and made effective within 
60 days of enactment of the bill. In 
the report, the committee stated that 
"an initial minimum of no more than 
$10,000, or perhaps $5,000, would 
produce an account which would begin 
to permit institutions to compete ef
fectively" with money market funds. 
The committee also noted that it "is 
very concerned that imposing an inter
est rate ceiling on the new deposit in
strument could interfere with the 
competitiveness of the instrument." 

While we endeavored to develop leg
islation in the committee which would 
achieve the goal of a competitive and 
stable financial system, we want to 
insure that it does so. Therefore, a 
committee amendment will be offered 
which will, among other things: 

First, direct the DIDC to create a 
new deposit account that is "directly 
equivalent to and competitive with" 
accounts offered by money market 
mutual funds. The initial minimum 
balance for such an account shall not 
be more than $5,000 and I believe it 
will be necessary to reduce the mini
mum still further. Most of the large 
money market funds have · minimum 
deposit requirements of only $1,000 to 
$2,500. 

Second, prohibit the DIDC from im
posing any new interest rate ceiling or 
differential on the new competitive de
posit instrument. It would defeat the 
whole purpose of the new instrument 
if depository institutions could not pay 
interest rates at market levels. 

Third, repeal title I of Public Law 
94-200 which mandates interest rate 
differentials on certain accounts. 

Fourth, remove any interest rate dif
ferential that DIDC maintains on any 
existing account no later than Janu
ary 1, 1984. Upon removal of any dif
ferential, if a ceiling is maintained, the 
interest rate which banks are permit-

ted to pay shall be raised to equal the 
rate permitted to thrifts. 

Fifth, direct the DIDC to adhere to, 
or accelerate, any current differential 
phase out schedules to remove any dif
ferential before January 1, 1984. 

Sixth, allow bank service corpora
tions to carry on those activities per
mitted to be performed by banks and 
bank holding companies, but only in 
the State in which the bank or hold
ing company is headquartered and 
only those services in those locations 
authorized by the appropriate State or 
Federal authorities for the bank or 
bank holding company. 

Seventh, make technical corrections 
in the provisions regarding the regula
tion of credit unions. 

S. 2879 also provides banks with ad
ditional sources of financing for ex
ports by liberalizing the bankers' ac
ceptances limitations in current law. 

The bill increases the maximum al
lowable ratio of bankers' acceptance to 
capital and surplus from the current 
50 percent <100 percent with Federal 
Reserve Board approval> to 150 per
cent < 200 percent with Federal Re
serve Board approval>. 

S. 2879 contains a number of other 
modifications of restrictive provisions 
in current law including the following: 

Section 23A of the Federal Reserve 
Act which governs bank transactions 
with affiliates is amended in order to 
give bank holding companies greater 
freedom to transfer funds among their 
subsidiary banks. 

The Financial Institutions Regula
tory Act is amended to eliminate du
plicative reporting requirements, clari
fy the civil money penalty authority 
of Federal banking agencies, and elimi
nate statutory size limitations on loans 
of various types by banks to their ex
ecutive officers. 

Usury relief for business and agricul
tural credit contained in Public Law 
96-221, which is presently scheduled 
to expire on April 1, 1983, is extended 
for an additional year. 

And the Truth-in-Lending Act is 
amended by redefining the term "cred
itor" in order to remove "arrangers of 
credit" from the coverage of the act 
and thereby relieves real estate bro
kers from the responsiblity of the 
law's disclosures. 

S. 2879 furthermore limits the dis
cretion of the Federal Home Loan 
Bank Board with respect to the new 
activities in which service corporations 
of thrift institutions may engage. By 
specifically approving certain expand
ed powers and activities for thrift in
stitutions and by not authorizing the 
Federal Home Loan Bank Board to 
permit service corporations to engage 
in any new activities not previously au
thorized, S. 2879 establishes congres
sional intent that henceforth the 
FHLBB should not approve, in the ab
sence of clear and specific congression-
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al authorization, any new regulation 
expanding the activities of service cor
porations other than to permit service 
corporations to engage in activities 
permitted for Federal thrift institu
tions. 

The committee was aware that the 
Bank Board is considering proposed 
regulations that would expand signfi
cantly the permitted range of activi
ties for service corporations but in 
light of the specific additional powers 
authorized for savings and loan insti
tutions in this bill, the committee in
tends that the Bank Board shall with
draw and take no further action on 
the proposed regulations. Of course, 
Congress reserves the right to review 
activities previously authorized by the 
Bank Board. 

Finally, during our deliberations, a 
majority of the Banking Committee 
found compelling reasons for Congress 
to address the problems which have 
arisen from State actions restricting 
the enforcement of due-on-sale clauses 
in home mortgages and also to address 
the insurance activities of bank hold
ing companies. 

As a result, S. 2879 provides a Feder
al preemption of State laws and judi
cial decisions which restrict the en
forcement of due-on-sale clauses in 
real property loans, except for ioans 
originated or assumed during a 
"window period". 

S. 2879 also amends section 4<c><8> of 
the Bank Holding Company Act of 
1956 to generally prohibit a bank hold
ing company from underwriting or 
selling property or casualty insurance 
products. This exemption establishes a 
grandfather date <October 7, 1981) for 
the continuation of previously author
ized insurance activities, such as sell
ing credit-related property and casual
ty coverages, and permits bank hold
ing companies to engage in, among 
other things, credit life, disability, and 
involuntary unemployment insurance 
activities and general insurance 
agency activities in towns of less than 
5,000 people. 

Mr. President, S. 2879, the Deposito
ry Institutions Amendments of 1982, is 
the product of very considerable delib
erations and is a compromise of many 
conflicting viewpoints. Given the 
many problems facing our financial 
depository institutions due to the state 
of the economy, high interest rates, 
and competition from largely unregu
lated nondepository institutions, this 
legislation must be viewed as an essen
tial first step toward restoring a sound 
and healthy system of depository in
stitutions. 

In sum, I support this legislation for 
a number of reasons, including the fol
lowing: 

Bank regulatory agencies must be 
provided additional authority to deal 
with financially distressed institutions. 

Depository institutions must be 
given a new deposit instrument which 

is directly competitive with money 
market mutual funds. 

The provision to reform section 23A 
will allow multibank holding compa
nies to better serve the credit needs of 
their local communities. 

The proposal to expand bankers' ac
ceptances will help promote U.S. ex
ports. 

Depository institutions need regula
tory relief from duplicative regulation. 

Mr. President, I urge the Senate to 
act expeditiously and favorably on S. 
2879, the Depository Institutions 
Amendments of 1982. 

Mr. GARN. Mr. President, I thank 
the distinguished Senator from Michi
gan for his remarks, and particularly 
the last remark he made about the un
finished issues. I would like to report 
that, without exception, on the day of 
the markup of this bill it was the gen
eral consensus of the entire Banking · 
Committee, both Republican and 
Democrat alike, that this was as much 
as we could do this year but that in 
January we would expand to many 
other issues that do need to be consid
ered. 

So we shall have very extensive over
sight hearings next year and proceed 
not only to some of the issues that 
were originally in this particular bill, 
known as S. 1720, but to other issues 
beyond. I thank the distinguished 
ranking minority member for his will
ingness to pursue that course of action 
next year. 

Mr. President, before we offer a 
committee amendment, I suggest the 
absence of a quorum while I confer 
momentarily with the Senator from 
Michigan. 

I suggest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 
Mr. SARBANES. Mr. President, I 

ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. SARBANES. Mr. President, I 
supportS. 2879, and I want to take a 
moment to commend the chairman of 
the committee and the ranking minor
ity member, the distinguished Senator 
from Michigan <Mr. RIEGLE), for their 
fine work in drafting and bringing this 
legislation to the floor of the Senate. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. RIEGLE. I yield to the Senator 
from Maryland as much time as he 
may desire. 

Mr. SARBANES. I thank the Sena
tor. 

Mr. President, a great deal of time 
and effort has been devoted to exam
ining the issues involved in this legisla
tion-and indeed, to examining issues 
not involved in this legislation, some 
of which the committee will address in 
the next session of the Congress. 

The need to act, and act expeditious
ly, with respect to the situation con
fronting the thrift institutions in this 
country does not need elaboration on 
the floor of the Senate. We know the 
difficulties which confront the savings 
and loan industries, difficulties which 
are not of their own making but result 
from the larger economic context in 
which the thrift institutions now find 
themselves. 

Indeed, Mr. President, it is my view 
that the savings and loan institutions 
have made an extraordinary contribu
tion to the economic and social well
being of this country through the im
petus which they_ have given to home
ownership, a value and objective to 
which I attach very great significance. 

We find ourselves in an economic en
vironment in which many traditional 
assumptions, their validity demon
strated over a long period of time have 
nonetheless not been borne out in 
recent years. Thrift institutions have 
found themselves with long-term 
mortgages at much lower rates than 
those prevailing in the marketplace 
today; as a result, many thrift institu
tions have been confronted with a very 
difficult financial situation. This legis
lation is designed to respond to that 
problem in a number of different 
ways, and its provisions offer signifi
cant remedies. I am hopeful that 
prompt Senate enactment of this legis
lation, and a resolution of the differ
ences between the Senate-passed bill 
and the House-passed bill, will lead to 
action before Congress adjourns for 
purpose of the forthcoming elections. 

The chairman, the ranking member, 
and, indeed, all of the members of the 
committee have labored long and hard 
in order to arrive at a consensus piece 
of legislation. That is what we have 
before us here in the Senate today. I 
strongly urge my colleagues to support 
this legislation. 

I thank the Senator from Michigan 
for yielding me time. 

UP AMENDMENT NO. 1291 

<Purpose: To revise the capital assistance 
program, to provide for the elimination of 
the Regulation Q differential, and for 
other purposes) 

Mr. GARN. Mr. President, on behalf 
of the ranking minority member and 
myself, I am now prepared to submit 
committee amendments en bloc and 
ask that they be immediately consid
ered en bloc. 

The PRESIDING OFFICER. Is 
there objection? Without objection, it 
is so ordered. 

The clerk will state the amendments 
en bloc. 

The assistant legislative clerk read 
as follows: 

The Senator from Utah <M1·. GARN), for 
himself and Mr. RIEGLE, proposes an un
printed amendment numbered 1291. 

. 

' -
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Mr. GARN. I ask unanimous consent 

that further reading be dispensed 
with. ' 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The committee amendments are as 
follows: 

On page 8, line 4, after the period, insert 
the following: "The Corporation may not 
use its authority under this subsection to 
purchase the voting or common stock of an 
insured bank. Nothing in the preceding sen
tence shall be construed to limit the ability 
of the Corporation to enter into and enforce 
covenants and agreements that it deter
mines to be necessary to protect its financial 
interests.". 

On page 11, strike out line 13, and insert 
in lieu thereof the following: 

"<G> A bank may be converted under sub
paragraph <F> only where the board of 
trustees of the bank-

"(i) has specified in writing that the bank 
is in danger of closing or is closed, or that 
severe financial conditions exist that threat
en the stability of the bank and a conver
sion is likely to improve the financial condi
tion of the bank; and 

"(ii) has requested in writing that the Cor
poration use the authority of subparagraph 
(f). 
Before making a determination under sub
para-". 

On page 12, line 23, before the first 
period, insert the following: "or section 
18<c> of the Federal Deposit Insurance Act 
<12 U.S.C. 1828<c».". 

On page 34, line 12, after the first period, 
insert the following: "The Corporation may 
not use its authority under this subsection 
to purchase the voting or common stock of 
an insured institution. Nothing in the pre
ceding sentence shall be construed to limit 
the ability of the Corporation to enter into 
and enforce covenants and agreements that 
it determines to be necessary to protect its 
financial interests.". 

On page 50, line 16, strike out "five" and 
insert in lieu thereof "three". 

On page 52, line 15, after the period, 
insert the following: "Dividends on any cap
ital instrument so purchased shall be at a 
rate equivalent to the rate of interest paid 
on any promissory note used to purchase 
the instrument.". 

On page 52, line 18, after the period, 
insert the following: "With respect to in
struments held by it, the claim of the Cor
poration shall have a priority over any 
claim arising out of an equity interest in the 
institution in the event of a liquidation or 
reorganization and over any right of equity 
holders to participate in future earnings.". 

On page 56, line 15, strike out the close 
quotation marks and the last period. 

On page 56, between lines 15 and 16, 
insert the following: 

"(J) The Corporation may not use its au
thority under this paragraph to purchase 
the voting or common stock of a qualified 
institution. Nothing in this subparagraph 
shall be construed to limit the ability of the 
Corporation to enter into and enforce cov
enants and agreements that it determines to 
be necessary to protect its financial inter
ests.". 

On page 58, line 14, after the period, 
insert the following: "Dividends on any cap
ital instrument so purchased shall be at a 
rate equivalent to the rate of interest paid 
on any promissory note used to purchase 
said instrument.". 

On page 58, line 21, after the period, 
insert the following: "With respect to in-

struments held by it, the claim of the Cor
poration shall have a priority over any 
claim arising out of an equity interest in the 
institution in the event of a liquidation or 
reorganization and over any right of equity 
holders to participate in future earnings.". 

On page 62, line 17, strike out the close 
quotation marks and the last period. 

On page 62, between lines 17 and 18, 
insert the following: 

"<10> The Corporation may not use its au
thority under this subsection to purchase 
the voting or common stock of a qualified 
institution. Nothing in this paragraph shall 
be construed to limit the ability of the Cor
poration to enter into and enforce cov
enants and agreements that it determines to 
be necessary to protect its financial inter
ests.''. 

SUNSET 

SEc. 204. The provisions of this title shall 
cease to be effective upon the expiration of 
three years after the date of enactment of 
this Act. 

On page 63, line 24, strike out "established 
a business" and insert in lieu thereof "a 
business, corporate, commercial, or agricul
tural loan". 

Beginning with page 73, line 5, strike out 
all through page 74,line 8, and insert in lieu 
thereof the following: 

ELIMINATION OF DIFFERENTIAL 

SEc. 326. <a> Section 102 of Public Law 94-
200 is repealed. 

<b> Interest rate differentials for all cate
gories of deposits or accounts between <A> 
any bank <other than a savings bank) the 
deposits of which are insured by the Federal 
Deposit Insurance Corporation, and <B> any 
savings and loan, building and loan, or 
homestead association <including coopera
tive banks> the deposits or accounts of 
which are insured by the Federal Savings 
and Loan Insurance Corporation or any 
mutual savings bank as defined in section 
3(f) of the Federal Deposit Insurance Act 
<12 U.S.C. 1813(j)), shall be phased out on or 
before January 1, 1984. Any differentials 
which is being phased out pursuant to a 
schedule established by regulations pre
scribed by the Depository Institutions De
regulation Committee prior to the date of 
enactment of this Act shall be phased out as 
soon as practicable, but in no event later 
than such schedule provides. Notwithstand
ing any other provision of law, no differen
tial for any category of deposits or accounts 
shall be established or maintained on or 
after January 1, 1984. 

<c> No interest rate differential may be es
tablished or maintained in the case of the 
deposit account authorized pursuant to sec
tion 204<c> of the Depository Institutions 
Deregulation Act of 1980. 

(d) In the case of the elimination or reduc
tion of any interest rate differential under 
subsection (b) with respect to any category 
of deposits or accounts between < 1 > any 
bank <other than a savings bank) the depos
its of which are insured by the Federal De
posit Insurance Corporation and <2> any 
savings and loan, building and loan, or 
homestead association <including coopera
tive banks) the deposits or accounts of 
which are insured by the Federal Savings 
and Loan Insurance Corporation or any 
mutual savings bank as defined in section 
3(f) of the Federal Deposit Insurance Act 
<12 U.S.C. 1813(f)), the maximum rate of in
terest which shall be established for such 
category of deposits for banks <other than 
savings banks) the deposits of which are in
sured by the Federal Deposit Insurance Cor-

poration shall be equal to the highest rate 
of interest which savings and loan associa
tions the deposits or accounts of which are 
insured by the Federal Savings and Loan In
surance Corporation were permitted to pay 
on such category of deposits immediately 
prior to the elimination or reduction of such 
interest rate differential. 

On page 74, lines 16 and 17, strike out 
"provide depository institutions with the 
ability to compete effectively" and insert in 
lieu thereof "be directly equivalent to and 
competitive". 

On page 74, line 19, after the period insert 
the following: "No limitation on the maxi
mum rate or rates of interest payable on de
posit accounts shall apply to the account 
authorized by this subsection.". 

On page 88, line 2, after the period insert 
the following: "Notwithstanding the provi
sions of subsection <d>, the rules and regula
tions prescribed under this section may 
permit a lender to exercise its option pursu
ant to a due on-sale clause with respect to a 
real property loan and any related agree
ment pursuant to which a borrower obtains 
the right to receive future income.". 

On page 88, lines 5 and 6, strike out "the 
earlier of January 1, 1983, or the date of en
actment of this Act" and insert in lieu 
thereof "April1, 1983". 

On page 113, line 11, strike out "12 
U.S.C." and insert in lieu thereof "15 
U.S.C.". 

On page 113, line 22, after "bank" insert a 
~omma. 

On page 144, strike out lines 12 through 
22, and insert in lieu thereof the following: 

USE OF SPACE AND FACILITIES 

SEC. 515. Section 124 of the Federal Credit 
Union Act <12 U.S.C. 1770> is amended by 
adding at the end thereof the following: 
"For the purposes of this section, the term 
'services' includes, but is not limited to, the 
providing of lighting, heating, cooling, elec
tricity, office furniture, office machines and 
equipment, telephone service <including in
stallation lines and equipment and other ex
penses associated with telephone service>. 
and security systems <including installation 
and other expenses associated with security 
systems>. Where there is an agreement for 
the payment of costs associated with the 
provision of rent or services, nothing in title 
31, United States Code, or any other provi
sion of law, shall be construed to prohibit or 
restrict payment by reimbursement to the 
miscellaneous receipts or other appropriate 
account of the Treasury.". 

Amend the table of contents accordingly. 
On page 155, strike out lines 3 through 11 

and insert in lieu thereof the following: 
SEc. 526. Section 120<a> of the Federal 

Credit Union Act <12 U.S.C. 1766<a» is 
amended by adding at the end thereof the 
following: "Any central credit union char
tered by the Board shall be subject to such 
rules, regulations, and orders as the Board 
deems appropriate and, except as otherwise 
specifically provided in such rules, regula
tions, or orders, shall be vested with or sub
ject to the same rights, privileges, duties, re
strictions, penalties, liabilities, conditions, 
and limitations that would apply to all Fed
eral credit unions under this Act.". 

On page 166, line 24, after "SEC. 728." 
insert "(a)". 

On page 167, between lines 7 and 8, insert 
the following: 

(b) Section 205<f><2> of the Federal Credit 
Union Act <12 U.S.C. 1785<0<2» is amended 
by inserting before the period at the end 
thereof the following: ", and with respect to 

. 
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deposits of public funds by an officer, em
ployee, or agent of the United States, any 
State, county, municipality, or political sub
division thereof, the District of Columbia, 
the Commonwealth of Puerto Rico, Ameri
can Samoa, Guam, any territory or posses
sion of the United States, or any political 
subdivision thereof". 

At the end of the bill, add the following: 
USURY AMENDMENTS 

SEc. 712. <a> Section 512<a> of the Deposi
tory Institutions Deregulation and Mone
tary Control Act of 1980 is amended by 
striking out "April 1, 1983" in clause <1> and 
inserting in lieu thereof "April 1, 1984". 

<b> Section 5ll(b) of such Act is amend
ed-

<1> by striking out "and" at the end of 
clause <3>; 

<2> by striking out the period at the end of 
clause <4> and inserting in lieu thereof a 
semicolon; and 

<3> by adding at the end thereof the fol
lowing: 

"<5> the term 'agricultural loan' means a 
loan extended primarily for agricultural 
purposes to a person who cultivates, plants, 
propagates, or nurtures an agricultural 
product; 

"(6) the term 'agricultural purposes' in
cludes the production, harvest, exhibition, 
marketing, transportation, processing, or 
manufacturing of an agricultural product 
and the acquisition of farmland, real prop
erty with a farm residence, and personal 
property and services used primarily in 
farming; 

"<7> the term 'agricultural product' in
cludes agricultural, horticultural, viticul
tural, and dairy products, livestock, wildlife, 
poultry, bees, forest products, fish and shell
fish and any products thereof, including 
processed and manufactured products and 
any and all products raised or produced on 
farms and any processed or manufactured 
products thereof; 

"<8> the term 'business loan' means a loan 
extended primarily for business or commer
cial purposes, including investment, and any 
credit extended to a person other than a 
natural person; and 

"<9> the term 'loans' includes any secured 
or unsecured loan, credit sale, forbearance, 
advance, renewal, or other extension of 
credit.". 

BANK SERVICE CORPORATIONS 

SEc. 713. The Bank Service Corporation 
Act <12 U.S.C. 1861 et seq.) is amended to 
read as follows: 

"SHORT TITLE AND DEFINITIONS 

"SEc. 1. <a> This Act may be cited as the 
'Bank Service Corporation Act'. 

"(b) For the purpose of this Act-
"<1) the term 'appropriate Federal bank

ing agency' shall have the meaning provided 
in section 3 (g) of the Federal Deposit Insur
ance Act <12 U.S.C. 1813 (q)); 

"<2> the term 'bank service corporation' 
means a corporation organized to perform 
services authorized by this Act, all of the 
capital stock of which is owned by one or 
more insured banks; 

"<3> the term 'Board' means the Board of 
Governors of the Federal Reserve System; 

"(4) the term 'depository institution' 
means an insured bank, or another financial 
institution subject to examination by the 
Federal Home Loan Bank Board or the Na
tional Credit Union Administration Board; 

"<5> the term 'insured bank' shall have the 
meaning provided in section 3 <h> of the 
Federal Deposit Insurance Act <12 U.S.C. 
1813 (h)); 

89-059 0-86-42 {pt, 18) 

"<6> the term 'invest' includes any advance 
of funds to a bank service corporation, 
whether by the purchase of stock, the 
making of a loan, or otherwise, except a 
payment for rent earned, goods sold and de
livered, or services rendered prior to the 
making of such payment; and 

"<7> the term 'principal investor' means 
the insured bank that has the largest dollar 
amount invested in the capital stock of a 
bank service corporation. In any case where 
two or more insured banks have equal dollar 
amounts invested in a bank service corpora
tion, the corporation shall, prior to com
mencing operations, select one of the in
sured banks as its principal investor and 
shall notify the bank's appropriate Federal 
banking agency of that choice within 5 busi
ness days of its selection. 

"AMOUNT OF INVESTMENT IN BANK SERVICE 
CORPORATION 

"SEc. 2. Notwithstanding any limitation or 
prohibition otherwise imposed by any provi
sion of law exclusively relating to banks, an 
insured bank may invest not more than 10 
per centum of paid-in and unimpaired cap
ital and unimpaired surplus in a bank serv
ice corporation. No insured bank shall 
invest more than 5 per centum of its total 
assets in bank service corporations. 

"PERMISSIBLE BANK SERVICE CORPORATION 
ACTIVITIES FOR DEPOSITORY INSTITUTIONS 

"SEc. 3. Without regard to the provisions 
of sections 4 and 5 of this Act, an insured 
bank may invest in a bank service corpora
tion that performs, and a bank service cor
poration may perform, the following serv
ices only for depository institutions: check 
and deposit sorting and posting, computa
tion and posting of interest and other cred
its and charges, preparation and mailing of 
checks, statements, notices, and similar 
items, or any other clerical, bookkeeping, 
accounting, statistical, or similar functions 
performed for a depository institution. 

"PERMISSIBLE BANK SERVICE CORPORATION 
ACTIVITIES FOR OTHER PERSONS 

"SEc. 4. <a> A bank service corporation 
may provide to any person any service au
thorized by this section, except that a bank 
service corporation shall not take deposits. 

"(b) Except with the prior approval of the 
Board under section 5 <b> of this Act in ac
cordance with subsection <f> of this sec
tion-

"<1> a bank service corporation shall not 
perform the services authorized by this sec
tion in any State other than that State in 
which its shareholders are located; and 

"<2> all insured bank shareholders of a 
bank service corporation shall be located in 
the same State. 

"(c) A bank service corporation in which a 
State bank is a shareholder shall perform 
only those services that such State bank 
shareholder is authorized to perform under 
the law of the State in which such State 
bank operates and shall perform such serv
ices only at locations in the State in which 
such State bank shareholder could be au
thorized to perform such services. 

"(d) A bank service corporation in which a 
national bank is a shareholder shall per
form only those services that such national 
bank shareholder is authorized to perform 
under this Act and shall perform such serv
ices only at locations in the State at which 
such national bank shareholder could be au
thorized to perform such services. 

"<e> A bank service corporation that has 
both national bank and State bank share
holders shall perform only those services 
that may lawfully be performed by both its 

national bank shareholder or shareholders 
under this Act and its State bank sharehold
er or shareholders under the law of the 
State in which such State bank or banks op
erate and shall perform such services only 
at locations in the State at which both its 
State bank and national bank shareholders 
could be authorized to perform such serv
ices. 

"(f) Notwithstanding the other provisions 
of this section or any other provision of law, 
other than the provisions of Federal and 
State branching law regulating the geo
graphic location of banks to the extent that 
those laws are applicable to an activity au
thorized by this subsection, a bank service 
corporation may perform at any geographic 
location any service, other than deposit 
taking, that the Board has determined, by 
regulation, to be permissible for a bank 
holding company under section 4<c><8> of 
the Bank Holding Company Act <12 U.S.C. 
1843(C)(8)). 

"PRIOR APPROVAL FOR INVESTMENTS IN BANK 
SERVICE CORPORATIONS 

"SEC. 5. <a> No insured bank shall invest in 
the capital stock of a bank service corpora
tion that performs any service under au
thority of subsection <c>. (d), or <e> of sec
tion 4 of this Act without the prior approval 
of the bank's appropriate Federal banking 
agency. 

"(b) No insured bank shall invest in the 
capital stock of a bank service corporation 
that performs any service under authority 
of section 4 <f> of this Act and no bank serv
ice corporation shall perform any activity 
under section 4 <f> of this Act without the 
prior approval of the Board. 

"(c) In determining whether to approve or 
deny any application for prior approval 
under this section, the Board or the appro
priate federal banking agency, as the case 
may be, is authorized to consider the finan
cial and managerial resources and future 
prospects of the bank or banks and bank 
service corporation involved, including the 
financial capability of the bank to make a 
proprosed investment under this Act, and 
possible adverse effects such as undue con
centration of resources, unfair or decreased 
competition, conflicts of interest, or unsafe 
or unsound banking practices. 

"<d> In the event the Board or the appro
priate Federal banking agency, as the case 
may be, falls to act on any application under 
this section within 97 days of submission of 
a complete application to the agency, the 
application shall be deemed approved. 

"SERVICES TO NONSTOCKHOLDERS 

"SEc. 6. No bank service corporation shall 
unreasonably discriminate in the provision 
of any services authorized under this Act to 
any depository institution that does not own 
stock in the service corporation on the basis 
of the fact that the nonstockholding institu
tion is in competition with an institution 
that owns stock in the bank service corpora
tion, except that-

"<1> it shall not be considered unreason
able discrimination for a bank service corpo
ration to provide services to a nonstockhold
ing institution only at a price that fully re
flects all of the costs of offering those serv
ices, including the cost of capital and a rea
sonable return thereof; and 

"<2> a bank service corporation may refuse 
to provide services to a nonstockholding in
stitution if comparable services are available 
from another source at competitive overall 
costs, or if the providing of services would 
be beyond the practical capacity of the serv
ice corporation. 
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"REGULATION AND EXAMINATION OF BANK 

SERVICE CORPORATIONS 

"SEC. 7. <a> A bank service corporation 
shall be subject to examination and regula
tion by the appropriate Federal banking 
agency of its principal investor to the same 
extent as its principal investor. The appro
priate Federal banking agency of the princi
pal shareholder of such a bank service cor
poration may authorize any other Federal 
banking agency that supervises any other 
shareholder of the bank service corporation 
to make such an examination. 

"(b) A bank service corporation shall be 
subject to the provisions of the Financial 
Institutions Supervisory Act of 1966 <12 
U.S.C. 1818<b> et seq.) as if the bank service 
corporation were an insured bank. For this 
purpose, the appropriate Federal banking 
agency shall be the appropriate Federal 
banking agency of the principal investor of 
the bank service corporation. 

"<c> Notwithstanding subsection <a> of 
this section. whenever a bank that is regu
larly examined by an appropriate Federal 
banking agency, or any subsidiary or affili
ate of such a bank that is subject to exami
nation by that agency, causes to be per
formed for itself, by contract or otherwise, 
any services authorized under this Act, 
whether on or off its premises-

"(!) such performance shall be subject to 
regulation and examination by such agency 
to the same extent as if such services were 
being performed by the bank itself on its 
own premises, and 

"(2) the bank shall notify such agency of 
the existence of the service relationship 
within 30 days after the making of such 
service contract or the performance of the 
service, whichever occurs first. 

"(d) The Board and the appropriate Fed
eral banking agencies are authorized to 
issue such regulations and orders as may be 
necessary to enable them to administer and 
to carry out the purposes of this Act and to 
prevent evasions thereof.". 

NEIGHBORHOOD REINVESTMENT CORPORATION 

SEC. 714. <a> Section 634 of the Neighbor
hood Reinvestment Corporation Act <Public 
Law 95-557> is amended-

<1> by redesignating subsections (f), (g), 
and <h> as subsections (g), (h), and (i), re
spectively, and by inserting after subsection 
<e> the following: 

"(f) A director who is necessarily absent 
from a meeting of the board, or of a com
mittee of the board, may participate in such 
meeting through a duly designated repre
sentative who is serving, pursuant to ap
pointment by the President of the United 
States, by and with the advice and consent 
of the Senate, in the same department, 
agency, corporation, or instrumentality as 
the absent director, or in the case of the 
Comptroller of the Currency, through a 
duly designated Deputy Comptroller."; and 

<2> by inserting in section 604(g), as redes
ignated, after "members" a comma and the 
words "or their representatives as provided 
in subsection (f),". 

<b> Section 606(c)(3) of such Act is amend
ed by inserting "funds," after "provide". 

On page 42, at line 5, immediately after 
the period, add the following: 

Notwithstanding the foregoing, if such an 
insured institution does not have its home 
office in the state of the bank holding com
pany bank subsidiary, and if such institu
tion does not qualify as a domestic building 
and loan association under section 
770l<a)<l9> of the Internal Revenue Code, 
or does not meet the asset composition test 
imposed by subparagraph <c> of that section 

on institutions seeking so to qualify, then 
such insured institutions shall be subject to 
the conditions upon which a bank may 
retain, operate and establish branches in 
the state in which the insured institution is 
located. The Corporation, for good cause 
shown, may allow insured institutions up to 
two years to comply with the requirements 
of the preceding sentence." 

Mr. GARN. Mr. President, the gene
sis of the committee amendment was 
the following letter from Senator 
RIEGLE and myself to Llewellyn Jen
kins, the president of the American 
Bankers Association, stating what we 
intended to include in such an amend
ment. 

Mr. President, I ask unanimous con
sent that the text of the letter be 
printed in the RECORD. 

There being no objection, the letter 
was ordered to be printed in the 
REcORD, as follows: 

COMMITTEE ON BANKING, HOUSING, 
AND URBAN AFFAIRS, 

Washington, D.C., September 10, 1982. 
Mr. LI.EwELLYN JENKINS, 
President, American Bankers Association, 

Washington, D. C. 
DEAR PREsiDENT JENKINs: This letter con

cerns S. 2879, the Depository Institutions 
Amendments of 1982 <S. Rept. 97-536), and 
objections and suggested modifications 
raised by the American Bankers Association 
regarding the legislation. 

During the past year and a half, the Com
mittee has held hearings and considered leg
islative proposals dealing with the changing 
conditions within the financial system. In 
this process, we appreciated the ABA·s will
ingness to provide the views of its members, 
especially the detailed analyses and views 
that it presented during Committee hear
ings and subsequent discussions between 
Committee members and the ABA regarding 
s. 1720. 

While we recognize that S. 2879, the legis
lation that was reported by the Committee 
on September 3, does not contain all of the 
provisions from S. 1720 which the ABA rec
ommended be included, we emphasize that 
the Committee does not intend that S. 2879 
mark the end of Committee consideration of 
structural changes within the financial 
system. In fact, during the markup session 
on S. 2879, we stated our intention to pro
ceed with consideration of the Glass-Stea
gall Act at the beginning of the next Con
gress. 

In addition to enhancing the ability of fi
nancial regulators to deal with troubled de
pository institutions, which was the princi
pal impetus for financial institutions legisla
tion last year, S. 2879 enhances the competi
tiveness and the stability of depository insti
tutions by broadening and revising their 
lending and investment powers and by pro
viding all depository institutions with a new, 
competitive deposit instrument. 

During the past two years, it has become 
increasingly evident that depository institu
tions must be provided with greater flexibil
ity in order to compete against non-deposi
tory financial intermediaries. Although 
Congress mandated the phase-out of Regu
lation Q deposit interest rate controls just 
over two years ago, the need for further 
Congressional action to provide a new, 
market-sensitive deposit instrument has 
been amply shown by the fluctuating inter
est rates and the growth of investments in 
money market mutual fund shares. 

In an effort to provide for more consistent 
deregulation of the assets and liabilities of 
depository institutions, S. 2879 and the 
report accompanying it direct that a new de
posit instrument fully competitive with the 
money market funds be adopted by the De
pository Institutions Deregulation Commit
tee and made effective within 60 days of en
actment of the bill. In the report, the Com
mittee stated that "an initial minimum of 
no more than $10,000, or perhaps $5,000, 
would produce an account which would 
begin to permit institutions to compete ef
fectively" with money market funds. The 
Committee also noted that it "is very con
cerned that imposing an interest rate ceiling 
on the new deposit instrument could inter
fere with the competitiveness of the instru
ment." 

While we endeavored to develop legisla
tion in the Committee which would achieve 
the goal of a competitive and stable finan
cial system, we want to ensure that it does 
so. Therefore, in light of the recommenda
tions of the ABA, we as Senate floor manag
ers of the bill will include the following in a 
Committee amendment to be presented 
when the full Senate considers S. 2879: 

TITLE III 

Repeal Title I of Public Law 94-200 which 
mandates interest rate differentials on cer
tain accounts; 

Remove any interest rate differential that 
DIDC maintains on any existing account no 
later than 1/1/84. Upon the removal of any 
differential, if a ceiling is maintained, the 
interest rate which banks are permitted to 
pay shall be raised to equal the rate permit
ted to thrifts; 

Direct DIDC to adhere to, or accelerate, 
any current differential phase-out schedules 
to remove any differential before 1/1/84; 

Prohibit DIDC from imposing any new in
terest rate ceiling or differential on the new 
competitive instrument; 

Direct DIDC to create a new deposit ac
count that is "directly equivalent to and 
competitive with" investment accounts of
fered by money market mutual funds. We 
intend the minimum balance for such ac
count shall not be more than $5,000; 

Limit thrift's commercial checking au
thority to those persons having a business, 
corporate, commercial or agricultural loan 
relationship or to business entities for the 
sole purpose of effectuating payments by 
nonbusiness customers; and 

TITLE VII 

Extend for an additional year the usury 
relief for business and agricultural credit 
contained in Public Law 96-221, which is 
presently scheduled to expire on April 1, 
1983. 

Modifications of service corporation 
powers to authorize additional banking ac
tivities are currently under active discussion 
with the Federal Reserve Board and we are 
optimistic that progress can be made. 

In addition, in its report the Committee 
made clear that overdrafts of a thrift insti
tution's business customers, as well as the 
commercial loans of its service corporation, 
are to be included in the calculation of its 
commercial loan/asset limitation. 

These changes will substantially improve 
S. 2879. DIDC itself has expressed its frus
tration with being given the task of deregu
lating liabilities without the authority to 
expand asset powers. Absent any change in 
the asset structure of thrifts and a clear 
Congressional mandate, it is unlikely that 
DIDC will produce a competitive instrument 
in the near future. In an amended bill, the 
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Senate will provide DIDC with a mandate to 
produce a competitive instrument for all de
pository institutions. Passage of an amend
ed S. 2879 will result in a significant first 
step in achieving a more competitive and 
stable financial system. 

Your continued assistance in this process 
is appreciated. 

Sincerely, 
JAKEGARN, 

includes a definition of "business 
credit" which is specifically designed 
to fill a void in the current law and 
thereby clarify the broad application 
of this business and agricultural pre
emption provision. It is intended that 
by including all credit that is "primari-
ly for business or commercial pur
poses, including investment, and any 

Chairman. credit extended to a person other than 
DoNALD w. RIEGLE, Jr., a natural person," that the preemp-
Ranking Minority Member. tion provision embraces State and 

Mr. GARN. The committee amend- local governmental borrowings, credit 
ment that Senator RIEGLE and I are extended for personal investment pur
now submitting includes all of the poses and any other credit that is ex
changes that were outlined in that tended to a person other than a natu-
letter. ral person. 

The bank service corporation provi- The committee amendment also con-
sion of the committee amendment ex- tains two changes to the due-on-sale 
pands the types of activities that a provision set forth in section 341 of 
bank service corporation can perform the bill. 
so as to include all those activities and The first change authorizes the Fed
services that can be performed by a eral Home Loan Bank Board to 
State-chartered bank in any given exempt reverse mortgages from the re
State, as well as most of the activities strictions of section 34l<d) of the bill. 
and services that can be engaged in by In general, a reverse mortgage, in
a bank holding company subsidiary as eluding reverse annuity mortgages, is a 
authorized under Reg Y of the Fed, generic term for a financial instru
and expands the scope of who can re- ment or package of financial instru
ceive services from a bank service cor- ments that enables a homeowner to 
poration to include the general public mortgage equity in real estate for the 
as well as any other types of financial purpose of receiving a stream of 
institutions. future income, while retaining rights 

The bank service corporation provi- of ownership, use and possession. 
sion authorizes any one of more banks Older Americans, in particular, will 
to form such a bank service corpora- benefit by the creation of mortgage in
tion provided that the following condi- struments which are designed to allow 
tions are met: elderly homeowners to convert home 

One, State-chartered banks could equity into an income source. 
only join with other State-chartered At present, experimentation with 
banks in the formation of a bank serv- the design of reverse mortgages is 
ice corporation which was to engage in being conducted around the country, 
any activity that is authorized for and there is not now one singular form 
State-chartered banks under State law for these mortgage instruments. To 
or regulation. Conversely, national date, the instruments used have pro
banks could do likewise. In each case, vided for either lump-sum or periodic 
approval would come from the pri- disbursements of funds to older home
mary Federal regulator of the bank or owners, with interest paid as it ac
banks forming the bank service corpo- crues, or at maturity of the loan. In 
ration. most cases, the loans have had fixed 

Two, any bank or banks irrespective terms to maturity. However, consider
of charter origination could join to able attention has been directed re
form a bank service corporation to cently toward designing loans which 
engage in 4(c)(8), Reg Y type activities mature on the death, or the cessation 
to the extent outlined above. Approval of occupancy, of the borrower. Thus, 
in this instance would come from the the operation of several of the reverse 
Federal Reserve and there would not mortgage concepts under consider
be any statutorily required "notice ation requires that the loan be repaid 
and hearing" procedure. · when permanent occupancy by the 

Three, a bank would be limited as to borrower ceases. This amendment will 
investing in any one bank service cor- permit and encourage the Board to 
poration to 10 percent of capital and continue experimentation in mortgage 
unimpaired surplus and would be sub- design for our older homeowners by 
ject to an overall aggregate limitation insuring that the limitations for due
of 5 percent of assets in all of the bank on-sale enforcement do not obstruct 
service corporations in which it par- the creation of successful reverse 
ticipates. mortgage instruments. 

Four, bank service corporations The second change prohibits the 
would be geographically restricted to Federal Home Loan Mortgage Corpo
the home State of the organizing bank ration from implementing its due-on
or banks. sale policy, announced on July 2, 1982, 

In addition, the provision in the until April1, 1983. 
committee amendment extending the The amendment also contains a pro
Federal usury ceiling for business and vision which stipulates that a savings 
agricultural credit until April 1, 1984, and loan association which is acquired 

by an out of State bank holding com
pany must qualify as a domestic build
ing and loan under the Internal Reve
nue Code, or have its branch network 
subjected to restrictions applicable to 
banks. Under this provision, an institu
tion would have up to 2 years to dis
pose of an illegal branch. 

Additionally, the committee amend
ment includes description of certain 
characteristics of the capital instru
ments to be purchased by the Federal 
insurance agencies under title II, sun
sets the emergency provisions and the 
capital assistance provisions of the bill 
in 3 years, and contains two technical 
amendments involving FDIC's author
ity to convert a savings bank to a Fed
eral charter as well as FSLIC's author
ity to provide assistance to the FDIC 
when a savings and loan merges with a 
savings bank. 

Other technical amendments include 
granting the National Credit Union 
Administration the authority to write 
separate rules for corporate control 
credit unions, and providing credit 
unions with the authority to offer 
share draft accounts to public units. 
Additionally, credit unions would be 
able to reimburse the U.S. Treasury 
for services provided by any Federal 
agency. The Neighborhood Reinvest
ment Corporation is also granted more 
flexibility with respect to attendance 
at director's meetings and funding. 

Mr. GARN. Mr. President, I move 
the adoption of the committee amend
ments. 

The PRESIDING OFFICER. Has all 
time been yielded back? 

Mr. GARN. I yield back my time, 
Mr. President. 

Mr. RIEGLE. I yield back my time. 
The PRESIDING OFFICER. The 

question is on agreeing to the commit
tee amendments en bloc. 

The committee amendments en bloc 
<UP No. 1291) were agreed to. 

Mr. RIEGLE. I move to reconsider 
the vote by which the committee 
amendments were agreed to en bloc. 

Mr. GARN. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

AMENDMENT NO. 3617 

<Purpose: To establish equity in the sale of 
insurance lending institutions> 

Mr. BRADY. Mr. President, I send 
an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from New Jersey <Mr. 
BRADY) proposes an amendment numbered 
3617. 

Mr. BRADY. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 
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The PRESIDING OFFICER. With

out objection, it is so ordered. 
The amendment is as follows: 
Strike out title VI and insert in lieu there

of the following: 
Section 601: Section 126 is added to the 

Truth in Lending Act <15 U.S.C. 1601 et 
seq.) to read as follows: 
RIGHT OF CANCELLATION OF CERTAIN INSURANCE 

SEc. 126. <a> Except as otherwise provided 
in this section, in the case of a consumer 
credit transaction in connection with which 
insurance against loss of or damage to prop
erty or against liability arising out of the 
ownership or use of property is obtained 
from or through the creditor, the obligor 
shall have the right to cancel the purchase 
of such insurance until midnight of the thir
tieth calendar day following the consuma
tion of the transaction or the delivery of the 
information and forms required under this 
section, whichever is later. The obligor shall 
effect such cancellation by notifying the 
creditor, in accordance with regulations of 
the Board, of his intention to do so. In ac
cordance with the regulations of the Board 
the creditor shall (1) clearly and conspicu
ously disclose to any obligor in a transaction 
subject to this section the rights of the obli
gor under the section, and <2> provide ap
propriate forms for the exercise by the obli
gor of his right to cancel any insurance sub
ject to this section. Such forms shall con
tain a clear and specific statement setting 
forth: 

<a> the cost of the insurance; 
<b> that the obligor may choose the 

person through which the insurance is to be 
obtained; 

<c> the obligor's right to use the cancella
tion period to obtain price quotations for in
surance from other sources; 

(d) the actions necessary for obligor to 
cancel the insurance; and 

<e> the obligor's right to receive a credit of 
the unearned portion of the insurance pre
mium after cancellation. 

<b> Within 20 days after receipt of a notice 
of cancellation if no liability for a loss under 
the insurance has been incurred, the credi
tor shall (1) credit the unearned portion of 
the premium, computed in accordance with 
applicable law, as of the date of cancellation 
and, where the premium has been financed, 
credit the unearned portion of the finance 
charge, if any, attributable to the insurance, 
computed as of the date of cancellation in 
accordance with the terms of the contract 
documents; or (2) at the option of the credi
tor, refund the unearned portion of the pre
mium to the obligor. 

<c> When the insurance written in connec
tion with an extension of credit is against 
loss of, or damage to, or against liability 
arising out of ownership or use of, property 
used as security for the extension of credit, 
the creditor may require evidence that the 
obligor has obtained other adequate insur
ance before exercising the right of cancella
tion set forth in this subsection. For reason
able cause, a creditor may refuse to accept 
an insurer offered by the obligor. 

<d> Any obligor who has the right to 
cancel insurance under this section in con
nection with an obligation which has been 
assigned may cancel the insurance only by 
delivering to the assignee of the obligation 
the notice of cancellation required by this 
section. Delivery shall be considered made 
when mailed, or if sent by other means, 
when received by the assignee. 

<e> Any obligor who exercises the right to 
cancel the purchase of insurance pursuant 

to this section shall not be subject to the 
imposition of any fee, cancellation charge, 
or other penalty payment. 

SEc. 602. This title shall take effect six 
months from the date of enactment of this 
Act. 

Mr. BRADY. Mr. President, this 
banking bill that we are now consider
ing, S. 2879, was introduced in October 
1981. I think we all know the purpose 
of this bill is to give aid to the thrift 
institutions in this country. I submit 
that when I arrived here in April, we 
were trying to do that; we are still 
trying to do it today. If we do not get 
action, if we do not get some help for 
the thrift institutions in this country, 
we shall not have to discuss it much 
longer. They will all fall, as they 
would without any help. 

I submit that it is time for the 
Senate to get a banking bill on the 
floor that the parties at interest can 
agree to, vote on it, and do what we 
said we were going to do last October
help the thrift ir.stitutions. 

Up until 2 days ago we had no agree
ment to go forward on this bill. The 
parties at interest were still discussing 
the various points that were important 
to them. I suggest today in my amend
ment a middle course, directed at title 
6 of this bill. This middle course sug
gests that we allow bank holding com
panies to do what they have been 
doing since 1971, deal in certain kinds 
of insurance, which has been outlined 
before, and to give to consumers a pro
tection which they do not now have. 
By that I refer to the fact that if this 
amendment were agreed to, we would 
give the consumer, the obligor, 30 days 
to see if he could get a better deal. 

It seems to me that in a certain 
sense the independent insurance 
agents, who have rightful concern 
over this suggestion, are in a better po
sition than they were; they can take 
the relationships that they have had 
with their customers, as the banks put 
insurance forward, and see whether 
they can beat this insurance. The con
sumer is the winner. 

Also, it takes no powers from the 
banks. The bill differs only from cur
rent law to the extent that the con
sumer gets the 30-day option to see if 
he can better his case. 

The Treasury Department backs 
this amendment and feels it would be 
a welcome alternative to the current 
title VI. 

I have very little further to say on 
this matter. I know there are some 
feelings on the other side with which I 
have no great disagreement. It is time 
for us to dispense with parochial inter
ests, to try and settle the various 
points of view, and to come forward 
with a banking bill which does what 
we set out to do last October, help the 
thrift institutions. 

Mr. GARN addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Utah. 

Mr. GARN. Mr. President, I yield 
myself time off the bill on the amend
ment itself so that it will not detract 
from the opponents of this amend
ment. 

Iv.lr. President, I rise in opposition to 
the amendment of the Senator from 
New Jersey, and I do so reluctantly. 
Attempting to put this bill together 
has been a difficult task. A lot of com
promise has been necessary between 
various groups. 

At any one time any of the groups 
could have objected to a unanimous
consent agreement so that we could 
get the bill up. 

I attempted for several weeks to get 
a compromise on this particular issue 
of title 6. The very amendment that 
the Senator from New Jersey talks 
about I attempted to negotiate as a 
compromise which both the bankers 
of the country and the independent in
surance agents would accept. I was not 
able to do that. 

And so finally, just yesterday, in 
order to save the rest of the bill, I said, 
"All right, both sides have reached the 
point where there is an impasse, nei
ther one willing to give up on their po
sition. There is only one solution. You 
have to accept the judgment of the 
Senate on this issue. So let it come 
up." Both organizations, the Inde
pendent Insurance Agents and the 
American Bankers Association, agreed 
to that process, to bring it to the floor 
and accept the judgment of the Senate 
on this particular issue. 

However, at this point my opposition 
comes from more of a procedural 
standpoint than a substantive stand
point. 

A year and a half of working on this 
bill has produced a very fragile coali
tion of those who would agree on it. In 
fact, we reached a point a lot of people 
thought was never possible, as contro
versial as some of the issues were, such 
as due on sale, new powers for the 
thrifts, and many other issues. At this 
point, the ice is so thin, I believe, that 
unless we can keep the bill as reported 
by the committee intact we would 
probably lose it and not be able to 
enact it this year. 

When the debate is over, I will move 
to table this amendment but without 
prejudice to its merits one way or an
other. It is an issue, however, that 
comes out in the Senate and will con
tinue to be fought. It has been fought 
every year that I have been here in 8 
years on the Banking Committee. 

Furthermore, I will oppose any and 
all amendments today for the same 
reason. I do not say that as a threat, 
as an intimidation, in an attempt to 
get my colleagues not to bring up 
amendments that they desire, but only 
to sincerely state as strongly as I possi
bly can that this narrow coalition. I 
believe, must be preserved. 
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I hate to be in that kind of position. 

I have never liked it when Senators 
have come out and said, "Well, we 
have to keep this bill clean for what
ever purpose." 

Nevertheless, whether I like that 
procedure or not-and being in a posi
tion of opposing amendments, even 
some that I happen to agree with, I 
think it is necessary today because of · 
the lateness of time. If we were going 
to be in session for a couple of months, 
I would not be doing what I am doing 
today. But I wanted all of my col
leagues to know at this point that I 
will oppose on a procedural basis the 
Brady amendment and all other 
amendments that are offered to this 
bill today. 

Mr. RIEGLE addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Michigan. 
Mr. RIEGLE. Mr. President, I be

lieve that Chairman GARN is accurate 
in the account that he has just given 
the Senate; that we have before us a 
very complex bill, one that we have 
been struggling with over a period of 
long months. We have a very tenuous 
balance in terms of those who have 
now come to a position of supporting 
the bill, but there are a number of 
people whose feelings about it are 
such that additional if major elements 
are added to this bill it is my own 
judgment that the bill itself is placed 
in a kind of jeopardy that would be 
unwise and unsound. 

I think the chairman's assessment is 
accurate. He has talked with col
leagues and interest groups on his 
side, I have done the same on my side. 
There is great controversy involved 
here, and it seems to me that there 
comes a point at which you can 
manage a certain number of issues in 
terms of resolving them, and beyond 
that you may not be able to do so. I 
wish we were not here so late in the 
session with literally a week to go. 

So we are in a situation where we 
not only have to have a majority vote 
but, in the end, we have to have the 
acquiescence of a hundred Senators if 
we are going to bring this bill through 
to conclusion and meet with the House 
before the session ends and be able to 
send it to the President for signature. 

There are merits on both sides of 
the argument with respect to the pro
visions that the Senator from New 
Jersey raises in his amendment. I 
thiilk we have in this bill now all that 
we can manage, and if we try on the 
margin to add one more thing here or 
one more thing there, there certainly 
is the potential for us to find ourselves 
with a bill that is going nowhere. I 
think that would be a tragic conse
quence and all parties would lose. 

There are important provisions in 
this bill for the S&L industry, for 
commercial banks, and for others. It is 
essential that the gains that we have 

been able to make in the legislation be 
achieved. 

I wish perhaps it were possible to 
take on more at this time, but I do not 
think it is as I read the sentiment 
within the Senate and the shortness of 
time that is left. 

The chairman has stated it accurate
ly in terms of the parliamentary situa
tion that we face, and I want to add 
my supporting views to his. 

I yield to the Senator from Maine. 
Mr. MITCHELL. Mr. President, I 

rise in opposition to the amendment 
now before the Senate. 

The amendment is inadequate to 
deal with the problems addressed by 
the provision now contained in title 
VI. 

The problem that title VI is designed 
to correct deals with the ability of 
bank holding companies to tie deci
sions on credit to decisions on insur
ance. My concern is that consumers 
will purchase insurance from banks 
simply to protect their source of 
credit, not because insurance is avail
able at lower prices or with better 
service. 

The combining of credit and insur
ance decisions restricts the consumer's 
ability to choose the best insurance 
free from the influence of credit. Fur
thermore, banks will have an unfair 
competitive advantage over other sell
ers who do not have the power to 
extend or withhold credit. 

This is not just idle speculation. 
Studies over the last several years 
have repeatedly documented the fact 
that credit tie-ins are commonplace: 

A 1979 study by the National Con
sumer Law Center, conducted for the 
Department of Housing and Urban 
Development, found a high degree of 
incidence and much abuse of credit 
tie-ins. 

In 1978, the Federal Trade Commis
sion testified that it regularly receives 
complaints of coercive credit insurance 
activities. 

In 1974, the Federal Trade Commis
sion found that credit tie-ins occurred 
frequently. 

In 1970, an administrative law judge 
found that a bank's ability to combine 
credit and insurance put small insur
ance agencies at an unfair competitive 
disadvantage. 

In 1968, the Federal Reserve Board 
testified regarding its concern that 
credit tie-ins may be an undue influ
ence on borrowers' decisions. 

Title VI deals with this problem by 
generally prohibiting an insurance ac
tivities by bank holding companies. 
Most existing bank holding company 
insurance activities would be protected 
by the title's grandfather clause. 

A number of other exceptions are 
also included: Credit life and certain 
credit property insurance activities 
would still be permitted, as would 
bank holding company insurance oper
ations in small towns and any place 

where insurance is otherwise unavail
able. Bank holding companies with 
less than $50 million in total assets 
would also be allowed to engage in in
surance activities. 

I emphasize that title VI is entirely 
consistent with the trend toward 
greater competition among financial 
institutions. By preventing banks con
trol of credit to dominate insurance 
markets, this title benefits the con
sumer by protecting his or her ability 
to choose insurance services free from 
concerns over credit. 

The Senator from New Jersey pro
poses to replace the provisions of title 
VI with a provision that would give 
loan customers 30 days to cancel any 
insurance transaction related to a 
loan. 

As I stated at the outset, this meas
ure does not adequately deal with the 
problem of credit tie-ins. This amend
ment essentially legitimizes credit tie
ins by permitting them to occur 
openly at the point of the loan. By of
fering the customer the option to 
cancel after 30 days, this amendment 
may actually encourage insurance 
sales by banks. 

Furthermore, the amendment would 
create a costly administrative burden 
on the insurance industry if it leads to 
a significant number of policy cancel
lations and reissues. 

Finally, the bill may actually be a 
step backward. Many States already 
allow borrowers to cancel policies 
beyonQ. 30 days after the transaction. 
Thus, in those States, the bill could re
strict, not expand, consumers' freedom 
of choice in selecting insurance serv
ices. 

For all those reasons, I urge the re
jection of this amendment. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD a 
series of letters from organizations 
around the country in the insurance 
and mortgage fields, to indicate sup
port for title VI as it now stands and 
opposition to this amendment. 

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

THE NATIONAL AsSOCIATION 
OF LIFE UNDERWRITERS, 

Washington, D. C., September 9, 1982. 
Hon. GEORGE J. MITCHELL, 
Russell Senate Office Building, 
Washington, D.C. 

DEAR SENATOR MITCHELL: The Senate 
Banking Committee has favorably reported 
the "Depository Institutions Amendments 
of 1982" <S. 2879> to the Senate floor. I 
would like to call your attention to Title VI, 
a provision which would prohibit a bank 
holding company from providing insurance 
as a principal, agent or broker with six ex
emptions. As President of the National As
sociation of Lile Underwriters <NALU>, I 
urge you to support Title VI without 
amendments and to support the entire bill 
with Title VI intact. 

NALU is a federation of over 1,000 state 
and local associations representing more 

--
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than 126,000 life and health insurance 
agents, general agents and managers doing 
business in virtually every city and town in 
the United States. 

Title VI is necessary to preserve on open, 
highly competitive marketplace for life, 
health, property and casualty insurance 
from being replaced by a highly concentrat
ed one. To permit bank holding companies 
to expand their insurance activities would 
frustrate the intent of present law \\'hich 
recognizes the unfair competitive advantage 
inherent in the power of banks to lend 
money. Furthermore, the record of the ex
tensions of banking institutions into a varie
ty of other business endeavors reveals 
unfair competition between banks and af
fected businesses to the detriment of con
sumers. 

There are no adequate antitrust remedies 
which address the dangers of voluntary tie
ins whereby a potential loan applicant 
might voluntarily place his insurance busi
ness with a bank-affiliated insurer in the 
hope of improving his chances to obtain 
credit from a bank on favorable terms, or at 
all. 

Banking institutions have made many in
roads into insurance agency activities which 
are not "closely related" to banking in most 
instances. The Federal Reserve Board rou
tinely approves applications by bank hold
ing companies to engage in insurance activi
ties without requiring compliance, we con
tend, with statutory criteria. This under
scores the need for passage of this legisla
tion. 

To summarize, monopoly power of banks 
over demand deposits and local short-term 
credit has long provided the rationale to 
keep banks out of general commerce includ
ing insurance activities. This is the case be
cause credit is the lifeblood of business-es
pecially in a tight credit market. Expansion 
of banking into insurance presents the 
triple threat of undue concentration of eco
nomic power, decreased and unfair competi
tion, and unlawful tying of bank credit to 
insurance sales. 

It is likely that S. 2879 will come to the 
Senate floor within the next two weeks. 
Again, we urge you to support Title VI with
out amendments and to support the entire 
package with Title VI intact. 

Please contact David A. Winston at <202) 
331-6054 if we can provide you with any fur
ther information. 

Sincerely, 
JACK PECKINPAUGH, 

CLU, President. 

PROFESSIONAL INSURANCE AGENTS, 
Washington. D.C., September 16, 1982. 

Hon. GEORGE J. MITCHELL, 
U.S. Senate, 
Washington. D.C. 

DEAR SENATOR MITCHELL: The National As
sociation of Professional Insurance Agents 
<PIA> is a trade association representing 
more than 38,000 independent property and 
casualty insurance agents in all 50 States, 
the District of Columbia, Puerto Rico and 
the U.S. Virgin Islands. 

PIA has long been concerned about the 
continuing efforts of bank holding compa
nies <BHCs> to get further involved in the 
business of insurance. We, therefore, active
ly support Title VI of S. 2879, the Deposito
ry Institutions Amendments of 1982. Title 
VI would llmit the property and casualty 
and life insurance activities of BHCs and 
their subsidiaries. 

As a matter of long standing public policy, 
Congress has enacted laws to keep the busi-

ness of banking separate from other types 
of commerce. This separation is designed to 
protect depositors by preventing banks from 
using deposits to speculate in non-banking 
commercial ventures or to bail out bank 
owned subsidiaries should they encounter fi
nancial difficulties. This policy also helps to 
prevent anti-competitive economic concen
trations from developing that would natu
rally coalesce around banking institutions if 
they were in a position to generally engage 
in commerce or to tie the sale of non-bank
ing services offered by their subsidiaries to 
the extension of credit. 

The policy of separating banking from 
other forms of commerce is currently the 
law of the land for federally chartered 
banks but the Bank Holding Company Act 
<BHC Act> provides a loophole for banks 
that are affiliated with a BHC. 

BHCs can petition the Federal Reserve 
Board <Fed) on a case-by-case basis per the 
provisions of Section 4<c><8> of the BHC 
Act, to obtain permission to engage in non
banking business activities. To comply with 
the requirements of the Section 4<c><8> test, 
BHC need only convince the Fed that the 
activity they wish to undertake is so closely 
related to banking as to be a proper incident 
thereto and that said activity is in the 
public interest. If the BHC's petition is ap
proved, the Fed will authorize the BHC to 
engage in the non-banking activity. 

Over the years, the Fed has authorized 
certain BHCs to engage in the business of 
insurance. This has placed these BHCs in a 
position to exert intense unfair competition 
against independent property and casualty 
insurance agents because of a BHC's ability 
to tie the sale of insurance to the availabil
ity of credit. This tying link need not even 
be stressed to be effective. The party seek
ing a loan need only be informed during the 
negotiations for credit that the bank's hold
ing company could supply credit insurance 
and handle the borrower's other insurance 
transactions. Anyone approached in this 
manner would come to the logical conclu
sion that purchasing insurance from the 
BHC may enhance their prospects for ob
taining a loan or help protect an existing 
line of credit. Protecting credit sources is a 
high economic priority for most individuals 
and businesses, particularly in today's tight 
money markets. The natural inclination 
would be to purchase insurance from the 
BHC affiliated with their bank even if they 
could obtain better insurance coverage and 
service at a lower price in the highly com
petitive traditional insurance market. Such 
an environment can encourage questionable 
solicitation practices. Several state insur
ance departments can detail the consumer 
problems caused when lending institutions 
sell credit life insurance. 

A large BHC with computerized lists of its 
customers containing personal and business 
information provides a ready data base for 
insurance solicitation purposes. This, cou
pled with the ability to tie insurance sales to 
extensions of credit, gives BHCs a competi
tive position that independent insurance 
agents cannot match. The consumer, as a 
practical matter, loses the right to exercise 
freedom of choice in their insurance pur
chasing decisions because they have been 
placed in a situation where credit require
ments dictate the purchase of insurance 
rather than shopping around to obtain the 
best insurance coverage and service at the 
lowest price in a competitive marketplace. 

PIA has every reason to believe that 
BHCs and their banking allies will make 
every effort to strike Title VI from S. 2879 

when the bill is considered by the full 
Senate in the very near future. PIA urges 
you to promote competition in the insur
ance marketplace and protect freedom of 
choice for the insurance consumer by sup
porting Title VI and opposing all weakening 
amendments to that Title. 

Sincerely, 
Dow REICHLEY, FMS, 

President. 
NICK A. VERREOS, FMS, 

Chainnan. Federal Affairs Committee. 

AliERICAN LAND TITLE AssociATION, 
Washington. D.C., September 10, 1982. 

Hon. GEORGE J . MITCHELL, 
Russell Senate Of/ice Building, 
Washington. D.C. 

DEAR SENATOR MITCHELL: The American 
Land Title Association <ALTA>, the nation
wide trade association of the land title in
dustry, urges your support of Title VI of S. 
2879, the Depository Institutions Amend
ments of 1982. This legislation, which was 
unanimously approved by the Senate Bank
ing Committee, will be scheduled for Senate 
floor consideration in the very near future. 

Title VI would impose reasonable limita
tions on the insurance-related activities of 
entities affiliated with bank holding compa
nies. The ability of grantors of credit, such 
as banks, to influence or steer a borrower's 
puchase of insurance to an agency, broker, 
or underwriter affiliated with that lender 
has been amply demonstrated in numerous 
studies and congressional hearings. This im
plicit tying of the consumer's purchase of 
insurance to the granting of a loan has the 
practical effect of depriving the consumer 
of the ability to select a provider of insur
ance in a free and open competitive market. 
Also, such arrangements place unfair re
straints on the ability of individual provid
ers of insurance to compete on an equal 
basis with the bank's insurance affiliate for 
the borrower's insurance needs. 

Provisions comparable to Title VI have 
twice passed the House of Representatives 
by overwhelming margins and were ap
proved by voice vote in the Senate in 1978. 
Your support for Title VI as reported by the 
Senate Banking Committee and for passage 
of S. 2879 is needed to help preserve a free 
and competitive marketplace for the con
sumer's purchase of insurance. 

Sincerely, 
FRED B. FROKHOLD, 

President. 

INDEPENDENT INSURANCE AGENTS 
OF Alu:RICA, INC., 

Washington. D.C., September 1, 1982. 
Hon. GEORGE J. MITCHELL, 
Russell Senate Office Building, 
U.S. Senate, Washington. D. C. 

DEAR SENATOR MITCHELL: I am writing on 
behalf of our entire association to urge your 
support for Title VI of the Depository Insti
tutions Amendments of 1982, and for final 
passage of the bill with Title VI intact. 

Title VI would limit bank holding compa
nies' authority to underwrite and sell prop
erty-casualty insurance. The case for cur
tailing bank holding company insurance ac
tivities may be simply stated: it remains a 
fact of life, supported by numerous academ
ic and legislative studies, court findings, and 
financial and consumer regulatory agency 
reports that the combination of credit and 
insurance < 1 > unfairly constricts the con
sumer's ability to choose the best insurance 
terms and service free from the influence of 
credit, and <2> unfairly competes against 
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other sellers in the market who have no 
powers to extend or withhold credit. 

Whether direct or implied, the results of 
the credit tie-in are the same: consumers 
purchase insurance from banks simply to 
protect their source of credit, not because 
the insurance is available at lower prices or 
with better service. And the rest of the 
market is fenced away by the insurmount
able and unfair competitive barrier of 
banks' control of credit. Hence, the anomaly 
that bank insurance will actually choke off 
competition-it never has a chance to func
tion. 

Title VI has a long history of Congression
al support, having passed the full House 
twice by decisive margins and the Senate 
once, by voice vote, in 1978. Language 
almost identical to Title VI of this year's 
Depository Institutions Amendments was 
favorably reported by the Senate Banking 
Committee in 1980. 

The Independent Insurance Agents of 
America, Inc. is the nation's largest insur
ance producer group, and one of the largest 
small business associations. We are about 
126,000 independent businessmen-the 
owners, principals, or licensed agents of 
34,000 agencies across the nation selling and 
servicing property liability coverage in a 
fiercely competitive market. Several thou
sand of our members in Maine have made 
enactment of a BHC insurance curtailment 
their number one legislative priority, and 
are counting heavily on your support. 

Needed bank reform is not incompatible 
with reasonable, traditional safeguards on 
financial institutions' ability to use their 
unique powers of credit and other special
ized advantages in unfairly competitive 
ways. We urge your support for Title VI un
amended, and for final passage of the De
pository Institutions Amendments of 1982 
with Title VI included. 

Sincerely, 
ROGER N. LEvY, 
Director of Federal 
Government Relations. 

MORTGAGE INSURANCE COMPANIES 
OF AMERICA, 

Washington, D.C., September 13, 1982. 
Hon. GEORGE J. MITCHELL, 
Russell Senate Office Building, 
Washington, D. C. 

DEAR SENATOR MITCHELL: On behalf of the 
Mortgage Insurance Companies of America, 
a trade association of private mortgage in
surers, I strongly urge your support of Title 
VI of S. 2879, The Depository Institutions 
Amendments of 1982. Title VI would limit 
the activities of bank holding companies to 
engage in insurance activities as agent, 
broker, or underwriter, and was approved 
unanimously by the Committee. 

Private mortgage insurance companies 
<MICs> and their lender-customers must op
erate in an arms length manner. MICs must 
evaluate objectively the appraisal, under
writing, servicing abilities of lenders as well 
as their claims and methodology for han
dling delinquent loans. Nevertheless, in 1975 
the Federal Reserve Board ruled that pri
vate mortgage insurance is a "permissible 
activity" of bank holding companies al
though declining "at that time" to approve 
any of the three applications then pending. 
Therefore, in the absence of Title VI the 
Fed could at any time permit bank holding 
companies to engage in such insurance for 
their own banks or other financial subsidiar
ies, as well as for other financial institu
tions. The conflict-of-interest implications 
represent compelling reasons for enactment 
of Title VI of S. 2879. 

Recently, the Federal Home Loan Mort
gage Corporation, a major government 
sponsored secondary market for home mort
gages, advised the Federal Home Loan Bank 
Board that authorizing savings and loan as
sociation service corporations to engage in 
the private mortgage insurance business 
could destroy the existing private mortgage 
insurance industry because such independ
ent companies could not compete with 
lender-owned insurance entities. The analo
gy of bank holding companies embarking on 
similar insurance activities is self-evident. 

An effort may be made to remove Title VI 
during Floor debate on S. 2879. We urge 
your support of Title VI to preserve a free 
and competitive marketplace for mortgage 
insurance as well as other lines of insurance. 

Sincerely, 
JOHN C. WILLIAMSON. 

NATIONAL ASSOCIATION OF 
CASUALTY AND SURETY AGENTS, 

Washington, D.C., September 3, 1982. 
Re The Depository Institutions Amend-

ments of 1982, title VI. 
Hon. GEORGE J. MITCHELL, 
U.S. Senate, 
Russell Senate Office Building, 
Washington, D. C. 

DEAR SENATOR MITCHELL: The National As
sociation of Casualty & Surety Agents 
<NACSA>. an association representing the 
leading domestic commercial property I casu
alty insurance agencies and brokerage firms, 
endorses without amendment Title VI of 
the Depository Institutions Amendments of 
1982 and urges you to vote in favor of the 
bill with Title VI intact when considered by 
the Senate later this month. 

Title VI would restrict further expansion 
of insurance activities by bank holding com
panies. This section has a long legislative 
history and it supports our position that a 
tie-in between credit and insurance, implicit 
or explicit, as the case may be, exists and re
stricts a consumer's choice of price and 
product. It also establishes an unfair com
petitive advantage for lending institutions. 
Other sellers cannot compete in this kind of 
restrictive market, and its anticompetitive 
effect is not in the best interest of our econ
omy or the buying public. 

Title VI or language similar to it has been 
adopted by a vast majority of the House of 
Representatives in the two previous Con
gresses and by a voice vote in the Senate in 
1978. We believe the need for this legisla
tion has been demonstrated well and the 
time for its enactment is long overdue. We 
would appreciate your supporting Title VI 
without amendment and your voting in 
favor of the Depository Institutions Amend
ments of 1982. 

Sincerely, 
JOAN ALBERT DREUX, 

Government Affairs Director. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. GARN. Mr. President, I suggest 

the absence of a quorum, with the 
time to be charged equally. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The clerk will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 
Mr. GARN. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. GARN. Mr. President, I ask 
unanimous consent that we temporari
ly set aside the Brady amendment in 
order to consider an amendment of 
the Senator from Oklahoma <Mr. 
BOREN). 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

UP AMENDMENT NO. 1292 

(Purpose: To provide for a study of optional 
excess deposit insurance> 

Mr. BOREN. Mr. President, I send 
an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Oklahoma <Mr. BoREN) 

proposes an unprinted amendment num
bered 1292. 

Mr. BOREN. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place in the bill, insert 

the following: 
STUDY OF OPTIONAL INSURANCE OF LARGE 

DEPOSITS 
SEc. . The Federal Deposit Insurance 

Corporation, the Federal Savings and Loan 
Insurance Corporation, and the National 
Credit Union Administration Board shall 
jointly conduct a study of the feasibility of 
providing depositors of funds in institutions 
the deposits of which are insured by any 
such agency the option to purchase addi
tional deposit insurance covering deposits in 
excess of the general limit provided by law. 
Such study shall include a consideration of 
the private insurance or reinsurance of any 
risk in excess of the general statutory limit. 
A report containing the results of such 
study shall be transmitted to the Congress 
not later than 6 months after the date of 
enactment of this Act. 

Mr. BOREN. Mr. President, this is a 
very simple amendment, and I think it 
is noncontroversial, one which has 
been discussed with both the majority 
and minority managers of the bill. 

It simply calls for a study by the 
FDIC and FSLIC of the possibility of 
providing additional insurance above 
the current $100,000 limit per account 
in savings and loans, and banks. Such 
insurance would be at the option of 
the depositor and would be based upon 
a premium which the depositor would 
pay to cover the full costs. 

This idea to me appears to have sub
stantial merit. It would enable persons 
to leave larger amounts of funds par
ticularly in smaller institutions with 
greater confidence, knowing they were 
fully covered by insurance of the 
FDIC of FSLIC. 

The amendment also requests that 
the study include examination of the 
possibility of allowing participation by 
the private sector in reinsurance of 
this particular program. 
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At this point in time I do not think 

we know enough to legislate the 
change into law without further study 
and without examination of those who 
are experts in the field and who are 
best able to give us the benefit of their 
thinking and advice. 

Mr. President, this amendment 
simply calls for that study. It asks for 
a report back within 6 months of the 
enactment of this piece of legislation 
with a full range of suggestions and 
options by the FDIC and FSLIC. 

Mr. RIEGLE. Mr. President, I rise to 
support the amendment and will sup
port its inclusion within the bill. I 
think it makes good sense to take this 
step and I salute the Senator for pro
posing it. 

Mr. GARN. Mr. President, on behalf 
of the majority, I am willing to accept 
the amendment. It does just call for a 
study, and I certainly have no objec
tion to the items that the Senator 
wishes to be considered. 

Mr. BOREN. I appreciate the com
ments of the Senator from Utah and 
the Senator from Michigan, I appreci
ate their consideration of this matter 
and their willingness to include this 
proposal for a study in this piece of 
legislation. 

At this time, I would be happy to 
yield back all remaining time that I 
have on this amendment. 

Mr. GARN. Mr. President, I yield 
back the remainder of our time. 

The PRESIDING OFFICER. All 
time having been yielded back, the 
question is on agreeing to the amend
ment of the Senator from Oklahoma 
(Mr. BOREN). 

The amendment <UP No. 1292) was 
agreed to. 

Mr. BOREN. I move to reconsider 
the vote by which the amendment was 
agreed to. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. BOREN. Mr. President, I 
wonder if the manager of the bill, 
while this discussion is continuing, 
might yield me 2 minutes off the bill 
to make a remark and have it placed 
at the appropriate place in the 
RECORD. 

Mr. RIEGLE. Mr. President, I yield 
2 minutes to the Senator for that pur
pose. 

Mr. BOREN. I thank the Senator 
from Michigan. 

Mr. President, under the unanimous
consent agreement entered into earlier 
I had requested time for an amend
ment to be offered on money market 
mutual funds. After listening to the 
discussion of the bill by the managers, 
understanding fully the sensitivity of 
the issues that are involved and the 
need for immediate action to help the 
thrift industry and also understanding 
bringing up new subject matter could 
imperil the speedy passage of this 

piece of legislation, in light of those 
considerations, Mr. President, I have 
decided not to offer the amendment 
relating to money market mutual 
funds at this time. 

But I would say, Mr. President, that 
as we are making changes in the struc
ture of financial institutions, as we are 
trying to assure a level playing field, 
as we are trying to assure each kind of 
institution has an equal ability to com
pete, I think it is very important that 
the committee and that the DIDC and 
all of those involved in making policy 
in this area examine the current situa
tion in which the money market 
mutual funds do not have to meet 
some of the other regulatory re
straints that are imposed on other fi
nancial institutions. 

We have had a very rapid growth of 
dollar volume now, in excess, I am 
told, of $180 billion invested in these 
funds nationwide. I am concerned 
about their security. I am concerned 
that we protect those who are invest
ing in them in the longrange, that we 
make sure that we provide the full and 
complete security for those investors. I 
am concerned that we have a level 
playing field. And I am also concerned 
about the flow of funds from the vast 
majority of the States of this county 
into two or three financial centers in 
this country, the kind of economic col
onization of areas of the country like 
mine where we are seeing our funds, 
because of unfair competitive advan
tage, flow out of our traditional insti
tutions in our own State, increasing 
the interest rates to borrowers in 
States like ours and into these centers. 

I would just say, Mr. President, that, 
while I have decided not to offer this 
amendment today in deference to the 
desires of those who have worked so 
hard to come forward with a compro
mise piece of legislation, I do have a 
continuing interest in this matter. I 
will be continuing to push for fair 
treatment of all of the financial insti
tutions and financial instruments that 
are involved to make sure that they 
have a fair competitive situation. I 
hope that the committee and those of 
the administration involved in policy 
making in this area will tum their at
tention to this problem and deal with 
it. 

I thank the Senator from Michigan 
for yielding to me. 

Mr. President, if it is the desire of 
the managers of the bill, I suggest the 
absence of a quorum and ask unani
mous consent that the time be equally 
charged to both sides. 

The PRESIDING OFFICER. With
out objection, it is so ordered. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

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

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. TOWER. Mr. President, passage 
of S. 2879-as amended by the Bank
ing Committee's floor amendment
will strengthen our Nation's deposito
ry institutions and enhance their abili
ty to serve the legitimate needs of 
their customers and communities. 

The earnings problems that our 
thrift institutions are experiencing
by and large-are not of their own 
making. Rather, those problems are a 
consequence of the high interest rates 
manufactured here in Washington by 
ballooning Federal budgets and exces
sive money creation. 

S. 2879 will provide for the use of 
what are known as "income capital 
certificates" to offset some-but not 
all-of the losses of thrift institutions 
suffering from high interest rates and 
give those institutions more time to 
put their own houses in order. 

For institutions that are too trou
bled to survive alone, S. 2879 will pro
vide an orderly process for finding an 
appropriate merger partner. Of great 
importance to me, this process will 
stress the need to maintain a separate 
thrift industry devoted to providing 
mortgage financing as well as the need 
to maintain the local and regional geo
graphic orientation of depository insti
tutions. 

No one believes more deeply than I 
do in the value of competition in the 
marketplace. The competitive nature 
of our economy enables it to serve con
sumer needs better than any other 
economy in the world. The recent de
velopment of money market mutual 
funds is a classic example of the bene
fits that consumers can derive from a 
competitive economy. 

But commercial banks and thrift in
stitutions have for too long been 
forced to compete with one hand tied 
behind their back. Anachronistic re
strictions have prevented depository 
institutions from developing their own 
products to compete with the money 
market funds. As a result, local deposi
tory institutions have been unable to 
retain locally generated savings to 
meet local needs for credit. 

S. 2879 will enable depository insti
tutions to begin offering products di
rectly competitive with money market 
funds within 60 days of enactment. 

In Texas, our State legislature has 
acted to liberalize the asset powers of 
our State-chartered savings and loan 
associations. The wisdom of this 
action by the Texas Legislature was 
clearly demonstrated during the 
recent period of high interest rates. 

After the Texas Legislature acted, 
State-chartered S&L's in Texas con
tinued to invest the vast majority of 
their assets in home mortgages, but 
they also began to add some short
term assets. 
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When interest rates rose, the yields 

on those short-term assets also rose, 
and State-chartered S&L's were able 
to cope with the interest-rate cycle 
much better than S&L's elsewhere in 
the country. 

S. 2879 draws on this experience in 
Texas and gives federally chartered 
S&L's the ability to add more short
term assets to their portfolios. While 
the bill will not give Federal S&L's 
powers equal to those possessed by 
State-chartered S&L's in Texas, S. 
2879 will give Federal institutions im
portant new freedom to help them
selves. 

Many of the existing restrictions on 
commercial banks also have proved 
counter-productive. S. 2879 takes im
portant steps toward relaxing some of 
the most burdensome of these restric
tions including excessive limits on 
loans to a single borrower, excessive 
limits on a bank holding company's 
ability to move funds among subsidiar
ies, and excessive reporting require
ments. 

Mr. President, S. 2879 does not solve 
all of the problems and competitive in
equities in our financial-services indus
try. It does, however, make a signifi
cant beginning toward solving some of 
those problems and competitive in
equities. 

In urging my fellow Senators to sup
port S. 2879, I commit myself-as 
chairman of the Financial Institutions 
Subcommittee-to continuing work as 
soon as the 98th Congress convenes, 
on solving the remaining problems and 
competitive inequities in our Nation's 
financial-services industry. 

Mr. President, I suggest the absence 
of a quorum. 

The PRESIDING OFFICER <Mr. 
CoHEN). Without objection, the time 
of the quorum call will be charge 
equally to both sides. The clerk will 
call the roll. 

The legislative clerk proceeded to 
call the roll. 

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

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. GARN. Mr. President, I further 
ask unanimous consent that the Brady 
amendment be temporarily set aside to 
consider an amendment by the Sena
tor from Rhode Island. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The Senator from Rhode Island. 
AMENDMENT NO. 3615 

(Purpose: To authorize securities activities> 
Mr. CHAFEE. Mr. President, I send 

an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Rhode Island <Mr. 

CHAFEE) proposes an amendment numbered 
3615. 

Mr. CHAFEE. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the end of the bill, add the following: 

TITLE VIII-SECURITIES ACTIVITIES 
AMENDMENTS TO THE BANKING 
ACT OF 1933 
SEc. 801. <a> Section 20 of the Banking Act 

of 1933 02 U.S.C. 377> is amended by insert
ing after the first paragraph the following: 

"Notwithstanding any other provision of 
this section, a member bank may be affili
ated in any manner described in subsection 
(b) of section 2 with a bank securities affili
ate as defined in section 2(j > of the Bank 
Holding Company Act of 1956 <12 U.S.C. 
184l<j)), subject to section 16 and the limita
tions contain~d in section 4<c>04> of the 
Bank Holding Company Act of 1956.". 

<b> Section 16 of the Banking Act of 1933 
<12 U.S.C. 24 <Seventh)) is amended by 
adding at the end thereof the following: 
"Notwithstanding any other provision of 
this paragraph, any eligible association may 
acquire captial stock of any bank securities 
affiliate as defined in section 2(j) of the 
Bank Holding Company Act of 1956 <12 
U.S.C. 184l<j)). An 'eligible association' is 
any bank that has assets of less than 
$100,000,000 and that is not controlled by a 
bank holdi.ng company, as such terms are 
defined in section 2<a> of the Bank Holding 
Company Act of 1956 <12 U.S.C. 184Ha». An 
association shall cease to be an eligible asso
ciation one year after <A> its assets exceed 
$100,000,000 at the end of three consecutive 
fiscal quarters, or <B> a bank holding com
pany acquires control of such association. 
The term 'eligible association' also includes 
a bank which is organized solely to do busi
ness with other banks and their officers, di
rectors, or employees; is owned primarily by 
the banks with which it does business, none 
of which owns more than 5 per centum of 
any class of its voting securities; and does 
not do business with the general public.". 

<c> Section 32 of the Banking Act of 1933 
<12 U.S.C. 78) is amended by adding at the 
end of the first paragraph the following: 
"Notwithstanding any other provision of 
this section, an officer, director, or employ
~e of any member bank may serve at the 
same time as an officer, director of employ
ee of any of its bank securities affiliates. 
The term 'bank securities affiliate' shall 
have the meaning ascribed to it in section 
2(j) of the Bank Holding Company Act of 
1956 <12 u.s.c. 1841(j)).". 
AMENDMENTS TO THE BANK HOLDING COMPANY 

ACT OF 1956 

SEc. 802. <a> Section 2 of the Bank Hold
ing Company Act of 1956 <12 U.S.C. 1841> is 
amended by adding at the end thereof the 
following: 

"(j) The term 'bank securities affiliate' 
means any corporation that <1> is engaged 
in the United States in one or more of the 
activities authorized pursuant to section 4 
<c>04> of this Act, and (2) is a broker or 
dealer within the meaning of section 3 <a> 
<4> or <5> of the Securities Exchange Act of 
1934 <15 U.S.C. 78c<a><4> or <5», or an in
vestment adviser within the meaning of the 
Investment Advisers Act of 1940 <15 U.S.C. 
80b-2<11 )). A corporation engaged in any 
such activities shall be deemed to be a bank 
securities affiliate only so long as it is owned 
or controlled by a bank holding company or 

by an eligible association as defined in sec
tion 16 of the Banking Act of 1933 <12 
U.S.C. 24 <Seventh».". 

<b> Section 4<c> of the Bank Holding Com
pany Act of 1956 <12 U.S.C. 1843(c)) is 
amended by adding at the end thereof the 
following: 

"<14) shares of any bank securities affili
ate engaged in activities i11. accordance with 
the limitations contained in this paragraph. 
A bank securities affiliate may-

"<A> conduct any securities or securities
related activity that a bank is not prohibit
ed from conducting; 

"(B) deal in and underwrite obligations 
issued or guaranteed by or on behalf of a 
State or any political subdivision thereof 
any agency or instrumentality of either of 
the foregoing <except industrial develop
ment bonds as defined in section 103<b><2> 
of the Internal Revenue Code of 1954>; 

"(C) organize, sponsor, operate, control or 
render investment advice to an investment 
company, as such term is defined in section 
3 of the Investment Company Act of 1940; 

"(D) underwrite, distribute, and sell secu
rities of an investment company, as such 
term is defined in section 3 of the Invest
ment Company Act 1940.". 

<c> Section 5<c> of the Bank Holding Com
pany Act <12 U.S.C. 1844<c» is amended to 
read as follows: 

"(c) The Board from time to time may re
quire reports of a bank holding company 
under oath to keep the Board informed as 
to whether such holding company has com
plied with the provisions of this chapter and 
such regulations and orders issued thereun
der. The Board may further require sepa
rate reports from subsidiaries of bank hold
ing companies consisting of <1> for compa
nies subject to the reporting requirements 
of section 17 of the Securities Exchange Act 
of 1934 <15 U.S.C. 78q), the same informa
tion required to be submitted to the Securi
ties and Exchange Commission under such 
section <and the rules and regulations there
under> at the same time such information is 
so submitted; and <2> for all other compa
nies, the same information as would be re
quired to be submitted under section 13 of 
the Securities Exchange Act of 1934 < 15 
U.S.C. 78m> <and the rules and regulations 
thereunder> by companies subject to the re
porting requirements of such Act which are 
engaged in the same or similar lines of busi
ness, not more frequently than quarterly. 
The Board may make examinations of each 
bank holding company and each subsidiary 
thereof, the cost of which shall be assessed 
against, and paid by, such holding company, 
except that an examination of a nonbank 
subsidiary of a bank holding company shall 
be limlted to operations of such subsidiary 
affecting the affairs of any subsidiary bank 
of such bank holding company. Notwith
standing any other provision of this section, 
such examinations or reporting require
ments shall not be so limlted 1f the Board 
makes a finding that the financial condition 
of the subsidiary is likely to have a materi
ally adverse effect on the safety and sound
ness of the bank subsidiary. The Board 
shall, as far as possible, use the reports of 
examinations made by the Comptroller of 
the Currency, the Federal Deposit Insur
ance Corporation or the appropriate State 
supervisory or regulatory authority for pur
poses of this section.". 

AMENDMENT TO THE FEDERAL RESERVE ACT 

SEc. 803 . . <a> The Federal Reserve Act is 
amended by inserting after section 23A the 
following: 



25138 CONGRESSIONAL RECORD-SENATE September 24, 1982 
"SEc. 23B. <a> A member bank and its sub

sidiaries may engage in any of the following 
transactions, only on terms and under cir
cumstances, including credit standards, sub
stantially the same as, or not less favorable 
to such bank or its subsidiary than, those 
prevailing at the time for comparable trans
actions with or involving other nonaffiliated 
companies or, in the absence of comparable 
transactions, those that in good faith would 
be offered to, or would apply to nonaffiliat
ed companies: 

"(1) any covered transaction, as defined in 
section 23A, with an affiliate; 

"(2) a sale of securities or other assets, in
cluding assets subject to an agreement to re
purchase, to an affiliate; 

"(3) a payment of money or furnishing of 
services to an affiliate, under a contract, a 
lease, or otherwise; 

"(4) any transaction in which an affiliate 
acts as an agent or broker or receives a fee 
for its services to the bank or to any other 
person; or 

"(5) any transaction or series of transac
tions with a third party <A> if an affiliate 
has a financial interest in the third party, 
or <B> if an affiliate is a participant in such 
transaction or series of transactions. 
For the purpose of this subsection, any 
transaction by a member bank with any 
person shall be deemed to be a transaction 
with an affiliate of such bank to the extent 
that the proceeds of the transaction are 
used for the benefit of, or transferred to, 
such affiliate. 

"(b) A member bank and the affiliates of 
such bank shall not publish any advertise
ment suggesting that the bank shall in any 
way be responsible for the obligations of its 
affiliates. 

" <c> A member bank and any subsidiary of 
such bank-

"(1) shall not purchase as fiduciary any 
securities or other assets from any affiliate 
unless lawfully authorized by the instru
ment creating the fiduciary relationship, by 
court order, or by local law; and 

"(2) whether acting as principal or fiduci
ary, shall not knowingly purchase or other
wise acquire, during the existence of any un
derwriting or selling syndicate, any security 
a principal underwriter of which is a bank 
securities affiliate of such bank; except that 
this prohibition shall not apply where the 
securities to be purchased have been ap
proved by a majority of the directors of the 
bank who are not officers or employees of 
the bank or any affiliate thereof <or, if 
there are no such directors, a majority of 
the directors of the company owning such 
bank who are not officers or employees of 
such company, of the bank, or of any affili
ate thereof>. 
For the purpose of this paragraph, the term 
'security' means a 'security' as defined in 
section 3(a)(10) of the Securities Exchange 
Act of 1934 <15 U.S.C. 78c<a>OO»; and the 
term 'principal underwriter' means any un
derwriter who, in connection with a primary 
distribution of securities, <A> is in privity of 
contract with the issuer or an affiliated 
person of the issuer; <B> acting alone or in 
concert with one or more persons, initiates 
or directs the formation of an underwriting 
syndicate; or <C> is allowed a rate of gross 
commission, spread, or other profit greater 
than the rate allowed another underwriter 
participating in the distribution. 

"(d) For the purpose of this section-
"<1> the term 'affiliate' means a bank se

curities affiliate, as defined in section 2(j > of 
the Bank Holding Company Act of 1956; 
and 

"(2) the terms 'bank', 'subsidiary', 
'person', and 'security' <other than security 
as used in subsection <c» have the same 
meanings given to them in section 23A.". 

<b> Section 18(j) of the Federal Deposit 
Insurance Act <12 U.S.C. 1820(j)) is amend
ed-

<1> by inserting "and section 23B" after 
"section 23A" each place it appears in para
graph <1 >; and 

<2> by inserting ", 23B," after "23A" in 
paragraph <3><A>. 

AMENDMENT TO THE FEDERAL DEPOSIT 
INSURANCE ACT 

SEc. 804. Section 8<b><3> of the Federal 
Deposit Insurance Act <12 U.S.C. 1818<b><3» 
is amended by inserting the following clause 
after the second comma in such subsection: 
"to the extent that such subsidiary shall 
engage in any action which may affect the 
safety and soundness of any bank which is 
directly or indirectly owned or controlled by 
such bank holding company or otherwise 
violate any banking law, rule, regulation or 
order.". 

AMENDMENTS TO THE INVESTMENT COMPANY 
ACT OF 1940 

SEc. 805. <a> Section 17<f><l> of the Invest
ment Company Act of 1940 <15 U.S.C. 80a-
17<f><l)) is amended by inserting after "unit 
investment trusts" the following: ", except 
that it shall be unlawful for a registered 
management company which is organized, 
sponsored, operated or controlled by, or 
which receives investment advice from, any 
bank securities affiliate, as defined in sec
tion 2(j) of the Bank Holding Company Act 
of 1956 <12 U.S.C. 184l<j)), to place and 
maintain its securities and similar invest
ments in the custody of a bank which is af
filiated with such bank securities affiliate". 

<b> Section 26<a><l> of the Investment 
Company Act of 1940 <15 U.S.C. 80a-
26<a><l» is amended by inserting after "so 
published)" the following: ", except that it 
shall be unlawful for such trust indenture, 
agreement of custodianship, or other instru
ment to designate as trustee or custodian 
any bank which is affiliated with a bank se
curities affiliate, as defined in section 2(j) of 
the Bank Holding Company Act of 1956 <12 
U.S.C. 184l<j)), which organizes, sponsors, 
operates or controls such registered unit in
vestment trust". 

<c> Section 27<c><2> of the Investment 
Company Act of 1940 <15 U.S.C. 80a-
27<c><2» is amended by inserting after 
"trust indentures of unit investment trusts" 
the following: ", expect that it shall be un
lawful to deposit such proceeds with any 
bank which is affiliated with a bank securi
ties affiliate, as defined in section 2(j) of the 
Bank Holding Company Act of 1956 <12 
U.S.C. 184l(j)), which organizes, sponsors, 
operates, controls or renders investment 
advice to such registered investment compa
ny.". 

AMENDMENT TO BANK HOLDING COMPANY ACT 
AMENDMENTS OF 1970 

SEc. 806. Section 106<d><l> of the Bank 
Holding Company Act Amendments of 1970 
<12 U.S.C. 1972<1» is amended by striking 
out "A bank shall not" at the beginning of 
such subsection and inserting in lieu thereof 
the following: "No bank or any subsidiary of 
a bank holding company shall". 

AMENDMENT TO THE HOME OWNERS' LOAN ACT 
or 1933 

SEc. 807. Section 5<c>O> of the Home 
Owners' Loan Act of 1933 (12 U.S.C. 
1464<c>O» is amended by adding at the end 
thereof the following: 

. 

"(R) SECURITIES AFFILIATES.-Any eligible 
association may acquire capital stock of any 
savings association securities affiliate, as de
fined in section 408<a><l><K> of the National 
Housing Act <12 U.S.C. 1730<a><l><K». An 
'eligible association' is any stock association 
or stock savings bank that has assets of less 
than $100,000,000 and that is not controlled 
by a savings and loan holding company or 
any mutual association or mutual savings 
bank that has assets of less than 
$100,000,000, as such terms are defined in 
section 408<a><l> of the National Housing 
Act <12 U.S.C. 1730a<a><l>>. An association 
or savings bank shall cease to be an eligible 
association one year after < 1 > its assets 
exceed $100,000,000 at the end of three con
secutive fiscal quarters, or <U> a savings and 
loan holding company acquires control of 
such association or savings bank. Any asso
ciation which is not an eligible association 
may acquire and hold not more than 5 per 
centum of any class of voting securities of a 
savings association securities affiliate.". 

AMENDMENTS TO THE NATIONAL HOUSING ACT 
SEc. 808. <a> Section 408<a><l> of the Na

tional Housing Act <12 U.S.C. 1730a<a> <1>> 
is amended-

(!) by striking out "and" at the end of 
subparagraph <I>; 

<2> by striking out the period at the end of 
subparagraph <J> and inserting in lieu 
thereof "; and "; and 

<3> by adding at the end thereof the fol
lowing: 

"<K> 'Savings association securities affili
ate' means any corporation that (i) is en
gaged in the United States in one or more of 
the activities described in section 408<c><3> 
of this Act, and <U> is a broker or dealer 
within the meaning of section 3 <a> <4> and 
<5> of the Securities Exchange Act of 1934 
<15 U.S.C. 78c <a> <4> and (5)), or an invest
ment adviser within the meaning of section 
202<a><ll> of the Investment Advisers Act of 
1940 <15 U.S.C. 80b-2 <a> <11». A corpora
tion engaged in any such activities shall be 
deemed to be a savings association securities 
affiliate only so long as it is directly con
trolled by one or more eligible associations 
as defined in section 5<c><l><R> of the Home 
Owners' Loan Act of 1933 <12 U.S.C. 1464 <c> 
<1> <R>>, by other associations meeting the 
requirements of the last sentence of such 
section, or by an insured institution that 
would meet such definition if it were feder
ally chartered.". 

<b> Section 408<b> of the National Housing 
Act <12 U.S.C. 1730a<b>> is amended by 
adding at the end thereof the following: 

" (7) The Corporation may require sepa
rate reports from subsidiaries of holding 
companies consisting of <A> for companies 
subject to the reporting requirements of 
section 17 of the Securities Exchange Act of 
1934 <15 U.S.C. 78q), the same information 
required to be submitted to the Securities 
and Exchange Commission under such sec
tion <and the rules and regulations thereun
der> at the same time such information is so 
submitted; and <B> for all other companies, 
the same information as would be required 
to be submitted under section 13 of the Se
curities Exchange Act of 1934 <15 U.S.C. 
78m) <and the rules and regulations there
under> by companies subject to the report
ing requirements of such Act which are en
gaged in the same or similar lines of busi-
ness, not more frequently than quarterly. 
An examination of a subsidiary of a holding 
company, other than an insured institution, 
shall be limited to operations of such sub
sidiary affecting the affairs of any insured 
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institution of such holding company. Not
withstanding any other provision of this 
subsection. such examinations or reporting 
requirements shall not be so limited if the 
Corporation makes a finding that the finan
cial condition of the subsidiary is likely to 
have a materially adverse effect on the 
safety and soundness of the insured institu
tion. The Corporation shall, as far as possi
ble, use the reports of examinations made 
by the appropriate State supervisory or reg
ulatory authority for purposes of this para
graph.". 

<c> Section 408<c><2> of the National Hous
ing Act <12 U.S.C. 1730a<c><2» is amended

(!) by striking "or" at the end of clause 
<E>; 

<2> by redesignating clause <F> as clause 
<G>; and 

<3> by inserting after clause <E> the follow
ing: ", <F> acquiring and holding shares of 
any savings association securities affiliate 
engaged in activities in accordance with the 
limitations contained in paragraph <3> of 
this subsection, or". 

<d> Section 408<c> of the National Housing 
Act <12 U.S.C. 1730a<c» is amended by 
adding at the end thereof the following: 

"(3) Without limitation of any other au
thority provided under this Act, a savings 
association securities affiliate may-

"<A> conduct any securities or securities
related activity that a savings association is 
not prohibited from conducting; 

"<B> organize, sponsor, operate, control, or 
render investment advice to an investment 
company, as such term is defined in section 
3 of the Investment Company Act of 1940; 
and 

"<C> underwrite, distribute, or sell securi
ties of any investment company.". 

<e> Section 408<d><l> of the National Hous
ing Act <12 U.S.C. 1730a<d><l» is amended 
by inserting "or a savings association securi
ties affiliate" immediately after "corpora
tion". 

<f> Section 408 of the National Housing 
Act <12 U.S.C. 1752a) is amended by adding 
at the end thereof the following: 

"<o> Not later than 30 days after the date 
of enactment of this subsection, the Corpo
ration shall prescribe regulations governing 
transactions between insured institutions 
and their savings association securities af
filiates. Such regulations shall contain pro
visions identical, to the extent appropriate, 
to sections 23A and 23B of the Federal Re
serve Act.''. 

AMENDMENTS TO THE FEDERAL CREDIT UNION 
ACT 

SEC. 809. <a> Title I of the Federal Credit 
Union Act is amended by adding at the end 
thereof the following: 

"SECURITIES AFFILIATES 

"SEC. 128. <a> An eligible credit union may 
acquire capital stock of any credit union se
curities affiliate, as defined in subsection 
<b>. An 'eligible credit union' is any credit 
union that has assets of less than 
$100,000,000. A credit union shall cease to 
be an eligible credit union one year after its 
assets exceed $100,000,000 at the end of 
three consecutive fiscal quarters. Any credit 
union which is not an eligible credit union 
may acquire and hold not more than 5 per 
centum of any class of voting securities of a 
credit union securities affiliate. 

"(b) The term 'credit union securities af
filiate' means any corporation that < 1 > is en
gaged in the United States in one or more of 
the activities described in subsection <c>. 
and <2> is a broker or dealer within the 
meaning of section 3<a><4> and <5> of theSe-

curities Exchange Act of 1934 <15 U.S.C. 
78c<a><4> and <5», or an investment adviser 
within the meaning of section 202<a><11> the 
Investment Advisers Act of 1940 <15 U.S.C. 
80b-2<a><11». A corporation engaged in any 
such activities shall be deemed to be a credit 
union securities affiliate only so long as it is 
owned or controlled by one or more eligible 
credit unions or by other credit unions 
meeting the requirements of the last sen
tence of subsection <a>. 

"<c><l> A credit union securities affiliate 
may-

"<A> conduct any securities or securities
related activity that a credit union is not 
prohibited from conducting; 

"(B) organize, sponsor, operate, control, 
and render investment advice to an invest
ment company, as such term is defined in 
section 3 of the Investment Company Act of 
1940;and 

"(c) underwrite, distribute, and sell securi
ties of an investment company, as such term 
is defined in section 3 of the Investment 
Company Act 1940. 

"(d) Not later than 30 days after the date 
of enactment of this section, the Board 
shall prescribe regulations governing trans
actions between credit unions and their 
credit union securities affiliates. Such regu
lations shall contain provisions identical, to 
the extent appropriate, to sections 23A and 
23B of the Federal Reserve Act. 

"<e> The Board may require separate re
ports from credit union securities affiliates 
consisting of <1 > for companies subject to 
the reporting requirements of section 17 of 
the Securities Exchange Act of 1934 <15 
U.S.C. 78q), the same information required 
to be submitted to the Securities and Ex
change Commission under such section <and 
the rules and regulations thereunder> at the 
same time such information is so submitted; 
and <2> for all other companies, the same in
formation as would be required to be sub
mitted under section 13 of the Securities 
Exchange Act of 1934 <15 U.S.C. 78m> and 
the rules and regulations thereunder by 
companies subject to the reporting require
ments of such Act which are engaged in the 
same or similar lines of business, not more 
frequently than quarterly. An examination 
of a subsidiary of a credit union shall be 
limited to operations of such subsidiary af
fecting the affairs of the credit union. Not
withstanding any other provision of this 
subsection, such examinations or reporting 
requirements shall not be so limited if the 
Board makes a finding that the financial 
condition of the subsidiary is likely to have 
a materially adverse effect on the safety 
and soundness of the credit union.". 

<b> Section 107<7> of such Act <12 U.S.C. 
1757<7» is amended by striking out "and 
<J>" and inserting in lieu thereof "<J> in se
curities of a credit union securities affiliate 
as provided in section 128; <K>". 

At the end of the table of contents, add 
the following: 

TITLE VIII-SECURITIES ACTIVITIES 
Sec. 801. Amendments to the Banking Act 

of 1933. 
Sec. 802. Amendments to the Bank Holding 

Company Act of 1956. 
Sec. 803. Amendments to the Federal Re

serve Act. 
Sec. 804. Amendments to the Federal Depos

it Insurance Act. 
Sec. 805. Amendments to the Investment 

Company Act of 1940. 
Sec. 806. Amendments to the Bank Holding 

Company Act Amendments of 
1970. 

Sec. 807. Amendments to the Home Owners' 

Loan Act of 1933. 
Sec. 808. Amendments to the National 

Housing Act. 
Sec. 809. Amendments to the Federal Credit 

Union Act. 
Mr. CHAFEE. Mr. President, the 

amendment which is under consider
ation now does two things: 

First, permit depository institutions 
to sponsor and sell shares in mutual 
funds, including money market mutual 
funds; and second, authorize banks to 
underwrite municipal revenue bonds. 
More specifically, the amendment 
would authorize the establishment of 
bank securities affiliates, which would 
be permitted to: First, organize, spon
sor, operate, control, underwrite, and 
distribute shares in investment compa
nies, including mutual funds; and 
second, underwrite and deal in munici
pal revenue bonds. 

In addition, a bank securities affili
ate could engage in any securities-re
lated activity in which a bank can 
engage. 

The amendment would also express
ly authorize the formation of savings 
association securities affiliates and 
credit union securities affiliates which 
would be authorized to operate, spon
sor, advise, and distribute shares in in
vestment companies. These affiliates 
would be generally analogous to bank 
securities affiliates but would be affili
ated with savings and loan associa
tions, mutual savings banks, and credit 
unions. 

The amendment makes certain dis
tinctions between first, different sized 
institutions and second, different cate
gories of depository institutions, in
terms of the permissible corporate re
lationships between depository institu
tions and securities affiliates. These 
distinctions are intended to recognize 
the needs of smaller institutions and 
to provide equally for separation of 
new securities activities from the ex
isting activities of such institutions. 

I will discuss these powers separate
ly. First, let me discuss mutual fund 
powers for depository institutions. 

This provision is based on a bill 
which I introduced a year and a half 
ago in response to the dramatic 
changes that then and now continue 
to sweep the financial world. 

Mr. President, these changes and in
novations have been well documented 
before the Banking Committee. But, 
one need not have followed the com
mittee's hearings to know of the incur
sions into the banking world by nonde
pository institutions. 

The Daily newspapers are replete 
with articles describing new combina
tions and bank-like services being of
fered by nonbanking institutions. 

This is good-and I endorse the crea
tivity and competition this reflects. In 
fact, when Congress was considering 
imposing reserve requirements on 
money market mutual funds to reduce 

' 
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their competitive effect on banks, I op
posed such efforts. 

That nonbanking institutions have 
taken on the banks in competition for 
customer accounts can only be benefi
cial to the consumer. But, at the same 
time, to allow this competition, while 
continuing to preclude depository in
stitutions themselves from effectively 
competing in providing financial serv
ices, is both unnecessary, from a 
safety and soundness viewpoint, and 
grossly unfair. 

That is why, almost a year and a 
half ago, I introduced legislation to 
allow banks and thrifts to offer 
mutual funds. 

Mr. President, while this is a signifi
cant proposal, it is by no means radi
cal. The mutual fund provision has 
been before the Congress for many 
years. In fact, it was passed by the 
Senate before. The powers it would 
grant differ only in degree from those 
banks have now. Banks presently act 
as investment advisers to investment 
companies-including money market 
mutual funds. They manage employee 
benefit plans, and individual retire
ment accounts. They can invest indi
vidual agency accounts and invest 
trust, guardianship, and estate ac
counts individually and collectively. 
But, what they cannot do is to take 
the individual agency accounts and 
invest them collectively. This means 
that my bank can take my small in
vestment and acting as agent invest it 
for me in low denomination instru
ments. But, it cannot, for example, 
take my money and that of other cus
tomers and pool the funds to purchase 
say, a $100,000 instrument, which pays 
significantly higher yields than that 
which my money could obtain by 
itself. This means that the small inves
tor is denied not only these higher 
yields, but also the diversification and, 
therefore, safety that pooled invest
ments would provide. 

My proposal would benefit the small 
investor by making available from de
pository institutions, investment serv
ice that was previously available only 
to the wealthy. Money market and 
other mutual funds will become more 
widely and conveniently available. 

Now some would argue that mutual 
fund powers are unnecessary because 
the pending bill calls for the Deposito
ry Institutions Deregulation Commit
tee to authorize a deposit instrument 
that is directly competitive with 
money market mutual funds. 

It is true that so-called competitive 
instrument is an important measure 
which will help depository institutions 
retain their customer base. But, it ad
dresses only the money market fund 
part of the problem. Indeed, the pres-
sure to authorize money market funds 
is being reduced naturally as interest 
rates decline. Money market funds are 
only one kind of mutual fund. There 
are many others and for many institu-

tions these other kinds of mutual 
funds are more important than money 
market funds to their ability to com
pete with financial service institutions 
offering diverse customer services. 

Now let me turn to the revenue bond 
underwriting portion of my amend
ment. 

As I mentioned earlier, the amend
ment would allow banks to underwrite 
municipal revenue bonds. Like mutual 
fund powers, I view this as an impor
tant but hardly a radical extension of 
existing bank authority as banks are 
currently authorized to underwrite 
general obligation bonds, and, indeed, 
some kinds of revenue bonds as well. 

When the limitation on underwrit
ing was first enacted half a century 
ago, general obligation bonds were the 
predominant kind of bond issues. Now, 
however, revenue bonds account for 
over 70 percent of municipal bond 
issues. But, the arbitrary and anachro
nistic restraint on bank activity in this 
area remains. 

In my view, authority for bank un
derwriting in this area is a logical ex
tension of current bank securities ac
tivities. Like mutual fund powers, it 
can only result in increased competi
tion, which in this case may result in 
lower costs. Clearly, such an effect can 
only benefit the public. 

It has been argued that mutal fund 
and revenue bond underwriting powers 
for depository institutions would 
breach the separation of banking and 
commerce. First, this separation was 
never absolute. As I noted, some secu
rities powers were permitted to banks 
even at the time the line of distinction 
was first drawn, and many others have 
been permitted over the years. And, I 
would add that these powers are cer
tainly no greater a breach than the 
export trading company powers ap
proved by the Banking Committee and 
by the full Senate and House. In any 
case, I believe the prohibitions in 
mutual fund and revenue bond activi
ties have no continuing utility now in 
view of the changes taking place in 
the financial world. 

There are some who would say con
sideration of my amendment should 
be delayed so that more information 
can be obtained. 

Well, I do not know what we have 
been doing the last 2 years in the 
Banking Committee if not getting in
formation on this proposal, both on its 
own merits, and in the context of com
prehensive banking deregulation; 4 
days of hearings were held on this 
issue alone before the Securities Sub
committee, and bank securities powers 
were a consistent part of the weeks of 
comprehensive oversight hearings 
held by the full Banking Committee. 
Moreover, both mutual fund powers 
and revenue bond underwriting have 
been before the Congress for many 
years, and both have previously passed 
the Senate. What additional informa-

tion can possibly be needed now is not 
immediately apparent to me, to say 
the least. 

The amendment reflects many of 
the suggestions made at these hear
ings. I believe it accommodates all of 
the substantive concerns that were 
raised during the hearings and in the 
detailed discussions with industry and 
agency representatives over the past 
year and a half. Because the amend
ment now would place these activities 
in a separate holding company subsidi
ary, the proposal insures equality of 
regulation and taxation. This separa
tion of the deposit taking and securi
ties functions also insures the integri
ty of insured deposits. Indeed, I be
lieve the separation of securities ac
tivities I have provided goes even fur
ther than necessary to preserve these 
interests. But, I note, the additional 
protections are included to accommo
date all concerns. 

Mr. President, I believe my amend
ment will provide a measure of equity 
for our depository institutions by al
lowing them to compete with the non
depository institutions. Increased com
petition can only benefit the public. 

Mr. President, I urge my colleagues' 
favorable consideration of this amend
ment. 

Mr. GARN. Mr. President, I support 
the Senator from Rhode Island. As he 
told the Senate, in the original title of 
this bill, known as S. 1720, I did offer 
money market mutual fund and mu
nicipal revenue bond authority for 
banks. I continue to believe that these 
authorities should be in this bill as 
strongly as I did a year ago. I could 
not possibly agree more with my dis
tinguished colleague. 

But I have to face the fact that I 
have learned to count since I have 
been in the Senate, and I simply had 
fewer votes than the other side on this 
particular issue. So it is not in. But the 
entire committee agreed to revisit this 
issue next year. I promise the Senator 
from Rhode Island that we will. It is 
only temporarily removed. We will be 
back and we will consider not only this 
issue but others next year. Although I 
support exactly what he is saying, I 
would hope in the interest of getting 
this bill through that he would consid
er withdrawing his amendment at this 
time. 

Mr. CHAFEE. Mr. President, I ap
preciate the position that the distin
guished chairman of the committee is 
in. 

I would like to direct a couple of 
questions, if I might, to the chairman. 
These issues are of tremendous impor-
tance to the banking industry, and the 
commercial banks especially. The leg
islation we are considering today does 
something for the thrifts. There is no 
question about it. 
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The PRESIDING OFFICER. The 

Senate is not in order. The Senator 
from Rhode Island has the floor. 

Mr. CHAFEE. Mr. President, the leg
islation we are considering today 
broadens the powers of the thrifts, 
helps the thrifts. That is good. But at 
the same time, it does not broaden the 
powers of the commercial banks to 
compete. I believe so strongly that in 
fairness those powers should be broad
ened. They are being hit from the one 
side by the increased powers of the 
thrifts; on the other side not from the 
expanded powers but just the innova
tiveness and imaginativeness that is 
coming from the securities industry, 
and that is fine. But at the same time, 
to keep one group in the middle with 
restricted powers, unable to expand 
into those areas, is to me patently 
unfair. 

The distinguished chairman of the 
committee has said he could count, 
and I am confident that he can. 

My question to the chairman of the 
committee is as follows: He indicated 
that he wants to tackle these issues 
next year. Could I review with the 
chairman how high would he rate 
these issues on his agenda? He has a 
lot of issues coming before him. But as 
he sees the calendar ahead for next 
year, where would he place these 
issues we are discussing today, specifi
cally, authority for commercial banks 
to sponsor and sell shares in mutual 
funds and, second, authority to under
write municipal revenue bonds? 

Mr. GARN. I believe the Senator 
from Rhode Island knows how I am 
still smarting from the fact that I 
could not get them through this year. 
I was disappointed that I could not 
have them in this package. I will 
answer the question in that way, that 
they will be the highest priority that I 
have, to start working on them at the 
beginning of the 98th Congress. 

I told a group of people the other 
day that, from their standpoint, they 
may not be happy about it, but I 
would be here at least until January of 
1987. They could not get rid of me 
before then, so they could expect that 
these issues would be revisited soon. 

Mr. CHAFEE. Mr. President, that is 
very reassuring. 

I might ask the distinguished rank
ing minority member of the commit
tee. He does not have the ability to 
guarantee us he will be here until Jan
uary of 1987. 

Mr. FORD. Neither does the Sena
tor from Rhode Island. 

Mr. CHAFEE. Neither do I, that is 
quite sure. 

I do ask him, Mr. President, if the 
fates smile on him, what would his at
titude be toward tackling this matter? 

Mr. RIEGLE. Mr. President, I begin 
by saying it is my presumption that 
the Senator from Rhode Island is 
hopeful that we shall both be here. I 
assume that is his feeling .. 

In any event,~ ! have said repeatedly 
to my colleague <Mr. GARN)-and I say 
to the Senator from Rhode Island 
now-that the issues which have not 
been dealt with in this bill have not 
gone away. I think they will have-to be 
addressed. There will be full hearings 
on them. I think it is in all parties' in
terest to have a chance to speak to 
them and that these items be consid
ered fully and carefully. I expect they 
will be. If I am here, I intend to be an 
active participant in that effort. 

Mr. CP...AFEE. I thank the distin
guished ranking member for that. I 
appreciate his assurances that this will 
be taken up to the extent he can do so. 

Mr. President, on the basis of the as
surances given me by the distin
guished chairman and the distin
guished ranking member, I am pre
pared to withdraw my amendment. I 
do so and yield back the remainder of 
my time. 

The PRESIDING OFFICER. The 
amendment <No. 3615) was withdrawn. 

UP AMENDMENT 1293 

Mr. CRANSTON. Mr. President, I 
send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from California <Mr. CRAN

STON) proposes an unprinted amendment 
numbered 1293. 

At the appropriate place insert: Section 
4<a><2> of the Bank Holding Company Act 
of 1956 <18 U.S.C. 1843(a)(2)), as amended, is 
further amended by striking the phrase 
"December 31, 1982" in the last paragraph 
and substituting therefor the phrase "De
cember 31, 1984." 

Mr. CRANSTON. Mr. President this 
amendment extends the deadline for 
bank holding companies to divest 
themselves of real estate or interest in 
real estate. The deadline for divesti
ture is December 31, 1982, and the 
amendment would extend that dead
line until December 31, 1984. 

Althcagh bank holding companies 
have had 12 years to divest themselves 
of interest in real property, the ad
verse economic climate of the real 
estate market in the last 2 years has 
precluded divestiture in some cases. In 
1970, Congress gave bank holding com
panies 10 years to divest but, in 1980, 
Congress recognized that it would 
create a great hardship on bank hold
ing companies to divest immediately 
and the deadline was extended in 1980 
for another 2 years. Unfortunately, 
the economy has experienced much 
difficulty since the 1980 extension 
making divestiture difficult. I am 
hopeful that the Senate will accept 
my amendment and extend the dead
line. I understand that it has been 
cleared on both sides. 

Mr. GARN. Mr. President, the 
amendment is acceptable to the major
ity. 

Mr. RIEGLE. I accept the amend
ment Mr. President. 

The PRESIDING OFFICER. Is all 
time yielded back? 

Mr. GARN. I yield back my time. 
Mr. RIEGLE. Mr. President, I yield 

back my time. 
The PRESIDING OFFICER. All 

time having been yielded back, the 
question is on agreeing to the amend
ment. 

The amendment <UP No. 1293) was 
agreed to. 

Mr. RIEGLE. I move to reconsider 
the vote by which the amendment was 
agreed to. 

Mr. GARN. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. RIEGLE. Mr. President, before 
we proceed a.ny further, I want every
body to understand how we are pro
ceeding. There is an understanding 
that we shall not have any votes past 4 
o'clock today. Because we now have 35 
mintues before that cutoff period, I 
think it is very important that we try 
to conclude this matter before that 
time. Therefore, I am going to ask all 
my colleagues, at least those on this 
side of the aisle, to be understanding 
so that we may dispose of these issues 
within the time given. 

AMENDMENT 3617 

Mr. RIEGLE. I understand that the 
amendment that has been pending by 
Senator BRADY is ready for disposition. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. GARN. Mr. President, we are re
turning to the Brady amendment. I 
understand the time has expired. I 
yield Senator BRADY time off the bill 
to pursue his amendment. 

Mr. BRADY. Mr. President, I have 
no desire to hold up the proceedings 
here on this very important matter. I 
only point out that the amendment I 
have offered provides considerable 
protection to the consumer. He is 
given a chance, if he buys his insur
ance from a bank holding company, to 
shop that insurance for 30 days. 

I also point out that the amendment 
applies to all creditors who sell insur
ance and not just a few bank holding 
companies. 

My amendment, if accepted, would 
provide no exemption for small bank 
holding companies, which, will provide 
more protection for the independent 
insurance agent. So I would like to 
have it entered in the RECORD that I 
have no objection to moving on with 
the banking bill. I am willing to with
draw my amendment. 

I ask the chairman of the commit
tee, if I do withdraw my amendment, 
that he give me his agreement that, in 
conference, the points that have been 
made here this afternoon and the 
points that are contained in my 
amendment will get a hearing. 

Mr. GARN. Mr. President, the Sena
tor from New Jersey is being very co-

' 
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operative under the circumstances. I 
point out that the House version of 
this particular bill is very limited by 
comparison. The House version has 
similar proposals of title 1 and title 2, 
but none of the others. There is no 
similar provision to title 6 in the 
House bill. Therefore, in the confer
ence, I can guarantee that this will be 
an item of disagreement. 

It is not a matter of choice, Mr. 
President, because they do not have 
the provision and we do have the pro
vision in title 6. It will be an item of 
conference disagreement and will be 
discussed and some disposition will 
have to be made between the two 
points of view, between the House and 
the Senate version. 

The PRESIDING OFFICER. Does 
the Senator from New Jersey with
draw his amendment? 

Mr. BRADY. Mr. President, I am 
willing to withdraw my amendment. 

The PRESIDING OFFICER. The 
Senator has the right to withdraw his 
amendment. 

The amendment <No. 3617> was 
withdrawn. 

UP AMENDMENT 1294 

Mr. BRADY. Mr. President, I have 
an amendment which I send to the 
desk to be read. This amendment, I 
understand, is acceptable to the floor 
managers. 

The PRESIDING OFFICER. The 
clerk will state the amendment of the 
Senator from New Jersey. 

The legislative clerk read as follows: 
The Senator from New Jersey <Mr. 

BRADY) proposed an unprinted amendment 
numbered 1294. 

Mr. RIEGLE. Does the Senator have 
copies of the amendment? 

Mr. BRADY. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
Page 160, line 23, after "October 7, 1981" 

add the following: "(for purposes of this 
subparagraph, activities engaged in or ap· 
proved by the Board on May 1, 1982, shall 
include activities carried on subsequent to 
that date as the result of an application to 
engage in such activities pending on May 1, 
1982, and approved subsequent to that date 
or of the acquisition by such company pur
suant to a binding written contract entered 
into on or before May 1, 1980, of another 
company engaged in such activities at the 
time of the acquisition>". 

Mr. FORD. Mr. President, a parlia
mentary inquiry. 

The PRESIDING OFFICER. The 
Senator will state it. 

Mr. FORD. Do we have a copy of 
the amendment at the desk? 

The PRESIDING OFFICER. There 
is an original at the desk. A copy will 
be made and distributed to the Sena
tors. 

Mr. FORD. The Senator from Ken
tucky would be very pleased if he 
could have a copy of the amendment. 

Mr. GARN. Mr. President, while 
Senators are receiving copies of the 
amendment, I might just explain that 
the main purpose of the amendment is 
to change the grandfather date. In the 
bill, it was October 7, 1981. The only 
reason that date was picked is that 
that was the day that I introduced S. 
1720 and, therefore, people were as
sumed to be put on notice that these 
changes might possibly be made in the 
laws. 

Obviously, nearly a year has tran
spired since that time and the bill has 
not yet been enacted, so this is a 
simple amendment that would change 
that grandfather date and allow those 
banking institutions who had applica
tions pending before the Federal Re
serve prior ·to May 1, 1982, to have 
those pending applications considered 
by the Fed rather than the previous 
October 7 date. 

Now, after the great controversy 
over this amendment, the original 
amendment, and title VI, I believe it is 
extremely cooperative and helpful of 
Senator BRADY to withdraw his origi
nal amendment and offer this second 
amendment, and on behalf of the ma
jority, I certainly would be willing to 
accept the amendment. 

Mr. FORD. Mr. President will the 
Senator yield? Will the Senator from 
New Jersey yield for a question? 

Mr. GARN. I would be happy to 
yield time. 

Mr. FORD. I do not have to have 
time yielded to me. I just want to ask 
questions. 

Will the Senator from New Jersey 
yield? It is his amendment. 

Mr. BRADY. I yield to the Senator 
from Kentucky. 

Mr. FORD. Will the Senator from 
New Jersey advise the Senator from 
Kentucky what is meant when Octo
ber 7, 1981, is stricken out of the origi
nal Boschwitz amendment, I guess it 
is, and then add "an application to 
engage in such activities pending on 
May 1, 1982, and approved subsequent 
to that date or of" -I am not sure
" the acquisition by such company pur
suant to a binding written contract"? I 
do not understand what we are doing. 
If this is a copy of the amendment 
that is at the desk, I need some clarifi
cation. 

Mr. BRADY. Mr. President, I sug
gest the absence of a quorum so that I 
may confer with the Chairman as to 
the acceptability of this amendment. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

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

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. FORD. Mr. President, I with
draw my question. 

Mr. GARN. Mr. President, may I re
spond so that everybody understands. 

I appreciate the Senator from Ken
tucky withdrawing his question, but 
let me see if I can clarify it so that ev
erybody understands. 

We are changing the grandfather 
date from October 7, 1981, to May 1, 
1982, with this amendment. Under this 
amendment, insurance activities en
gaged in or approved to be conducted 
by specific bank holding companies on 
or before May 1, 1982, are grandfa
thered. Also, those who have an appli
cation pending before the Board by 
May 1, 1982, to engage in such activi
ties, were such application is subse
quently approved by the Board; and 
those who were a party to a binding 
written contract to acquire another 
company engaged in such activities 
which was entered into on or before 
May 1, 1982, would be eligible for the 
grandfathered treatment. 

That is as simple as I can explain it, 
and I hope that clarifies it. 

Mr. EAGLETON addressed the 
Chair. 

Mr. TSONGAS. Will the Senator 
yield? 

The PRESIDING OFFICER. Who 
yields time? 

Mr. EAGLETON. Just 30 seconds. 
I must say that the explanation of 

the Senator from Utah is preeminent
ly correct. 

Mr. GARN. I will yield to the Sena
tor from Massachusetts for a question. 

Mr. TSONGAS. I thank the Senator 
from Utah and the Senator from 
Michigan. There are a number of insti
tutions that were caught in this bind 
through no real fault of their own, 
and we appreciate the willingness of 
the Members to be cooperative. 

I ask the Senator from New Jersey if 
he will list me as a cosponsor of the 
amendment. 

Mr. BRADY. Mr. President, I ask 
unanimous consent that the Senator 
from Massachusetts <Mr. TsoNGAS) be 
listed as a cosponsor of the amend
ment. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. GARN. Mr. President, I ask for 
immediate consideration of the 
amendment. 

The PRESIDING OFFICER. Do 
Senators yield back their time? 

Mr. GARN. I yield back my time. 
Mr. BRADY. I yield back my time. 
Mr. RIEGLE. Are there any requests 

for time on my side at this point? 
Mr. President, I yield back the re

mainder of my time. 
The PRESIDING OFFICER. All 

time having been yielded back, the 
question now is on agreeing to the 
amendment of the Senator from New 
Jersey. 

' 

. . 
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The amendment <UP No. 1294> was 

agreed to. 
Mr. GARN. Mr. President. I move to 

reconsider the vote by which the 
amendment was agreed to. 

Mr. BOSCHWITZ. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. GARN. Mr. President, I believe 
Senator BoREN has an amendment to 
be considered. 

UP AMENDMENT NO. 1295 

Mr. BOREN. Mr. President. on 
behalf of myself and the Senator from 
Nebraska <Mr. ExoN), I send an 
amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from Oklahoma <Mr. BoREN), 
for himself and Mr. ExoN, proposes an un
printed amendment numbered 1295. 

Mr. BOREN. Mr. President. I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection. it is so ordered. 

The amendment is as follows: 
At the appropriate place in the bill, insert 

the following: "On and after September 24, 
1982 all federal savings and loan associa
tions and federal savings and loan banks 
shall be subject to the same conditions 
under state or federal law upon which a na
tional bank may establish and operate 
branches as to branches established after 
September 24, 1982." 

Mr. BOREN. Mr. President. if I may 
have the attention of my colleagues, I 
will try to be as brief as possible and 
not utilize the full amount of time au
thorized for this amendment because I 
know we are under time constraints; 
we need to have final action on this 
piece of legislation today. 

In cutting short the time, I do not 
want to underestimate the importance 
which I attach to this amendment. I 
hope that my colleagues. both on the 
floor and listening in their offices will 
give full consideration to the content 
of this amendment. It simply says that 
after the adoption of this act. from 
this day forward, September 24, 1982, 
savings and loan associations estab
lishing new branches-new branches; 
it says nothing about branches which 
they already have in existence-shall 
meet the same requirements under the 
law of the State in which they are lo
cated as applied to banks within those 
States. 

I think it is very important that we 
do not prejudice the decision which is 
to be made at the State and local level 
in regard to the question of branch 
banking. In my own State. for exam
ple. it is a very lively issue. one which 
will undoubtedly be before our State 
legislature next year. Under our State 
law, savings and loan associations may 

-

have branch offices. banks may not. 
The argument is already being raised 
that if we are going to broaden the 
powers of savings and loan institutions 
into areas that have previously been 
given to banks. banks must be allowed 
the same privileges. Therefore, per
haps unintentionally, we would be in
jecting ourselves into decisions which 
should be made at the State level. 

This amendment will simply allow 
that decision to be made at the State 
level. It will not prejudice that deci
sion. It will give States time to decide 
for themselves. in those instances 
where savings and loans have more lib
eral branching powers than do banks, 
whether or not they want to apply the 
more restrictive rule traditionally ap
plied in many States to banks and all 
institutions in the future or whether 
they want to apply the more liberal 
rules that have generally applied to 
savings and loan associations. 

I think it is an important amend
ment. I. for one. am concerned about 
further concentration of economic 
power in financial institutions. 

I should like to preserve, to the max
imum extent possible, the existence of 
local financial institutions able to pro
vide personal service. able to weigh the 
reputation of individual customers. 

I recall a recent discussion with a 
small businessman, a self-made person. 
who had become a financial success. 
who indicated to me that if he had 
had to deal with a large and imperson
al institution not located in his own 
home community, he undoubtedly 
would never have been able to receive 
the credit necessary to start his own 
business. which, because of his own ef
forts has become a success. 

It is important in terms of the main
tenance of economic freedom and eco
nomic opportunity in our country that 
we allow for the continued existence 
of small. community-based financial 
institutions. I urge my colleagues to 
seriously consider the content of this 
amendment. an amendment to allow 
the States to set their own standards, 
before ·.,oting on it. 

Mr. President, at this time I yield to 
the Senator from Nebraska, who is a 
cosponsor of this amendment, for his 
comments. 

Mr. EXON. I thank the Senator 
from Oklahoma. I will be very brief. 

Mr. President, the Senator from 
Oklahoma has stated the case very 
well. I have opposed generally the 
rash of activities from many quarters 
to revolutionize the financial structure 
of the United States. It has been going 
on for some time. During my years as 
Governor, I opposed the overprolifera
tion of new financial institutions in all 
quarters. Whatever we turned down-a 
bank charter or a savings and loan 
charter-it was almost automatic for 
the Feds to come in and say, "The 
more the better:• The more the better 
is not necessarily true with regard to 
our financial institutions. 

The amendment offered by the Sen
ator from Oklahoma and me simply 
says that if we are going to have more 
proliferation in the States, it is impor
tant that when we establish new 
branch offices, they meet the same re
quirements of other institutions with 
regard to revenues. 

I point out in closing, Mr. President, 
that a rather significant thing has 
been going on in this country for some 
time. Through the proliferation of our 
financial institutions we have been 
contributing to taking the money out 
of the communities and transferring 
that money to large financial centers 
and, with it, considerable economic 
power. 

I hope that the Boren amendment 
will be accepted. 

Mr. BOREN. Mr. President, I thank 
my colleague from Nebraska. 

I ask for the yeas and nays on this 
amendment. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
Mr. GARN. Mr. President, many 

Senators are waiting to leave, so I 
simply say that I oppose the amend
ment. Even apart from my statement 
earlier that I would oppose all amend
ments, I oppose the substance of this 
amendment, and I move to table the 
amendment. 

Mr. RIEGLE. Mr. President, will the 
Senator withhold his motion to table? 

Mr. GARN. Yes. 
Mr. RIEGLE. Mr. President, it is my 

understanding that no other amend
ments are pending and that there has 
been no request for a recorded vote on 
final passage. Were there to be, that 
vote could not be taken today but 
would be carried over to next week. It 
is my hope that we could vote on final 
passage on a voice vote. 

Mr. GARN. That is not right. We 
have 16 minutes. 

I renew my motion to table. 
Mr. BOREN. Mr. President, I re

quest the yeas and nays on the tabling 
motion. 

The PRESIDING OFFICER. Do all 
Senators yield back their time on the 
amendment? 

Mr. BOREN. I yield back the re
mainder of my time. 

Mr. GARN. I yield back the remain
der of my time. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
Mr. STEVENS. Mr. President, this 

vote will end at 4 p.m. 
The PRESIDING OFFICER. The 

question is on agreeing to the motion 
to table the amendment. On this ques
tion the yeas and nays have been or
dered, and the clerk will call the roll. 

The legislative clerk called the roll. 
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Mr. STEVENS. I announce that the 

Senator from North Dakota <Mr. AN
DREWS), the Senator from Tennessee 
<Mr. BAKER), the Senator from Missou
ri <Mr. DANFORTH), the Senator from 
Minnesota (Mr. DURENBERGER), the 
Senator from Oregon <Mr. HATFIELD), 
the Senator from California <Mr. HA
YAKAWA), the Senator from Maryland 
<Mr. MATHIAS), the Senator from 
Georgia <Mr. MATTINGLY), the Senator 
from Wyoming (Mr. SIMPSON), the 
Senator from Vermont <Mr. STAF
FORD), the Senator from Idaho <Mr. 
SYMMs), the Senator from Wyoming 
<Mr. WALLOP), and the Senator from 
Connecticut <Mr. WEICKER) are neces
sarily absent. 

I further announce that, if present 
and voting, the Senator from Oregon 
<Mr. HATFIELD) and the Senator from 
Georgia <Mr. MATTINGLY) would each 
vote "yea." 

Mr. CRANSTON. I announce that 
the Senator from Texas <Mr. BENT
SEN), the Senator from Nevada <Mr. 
CANNON), the Senator from Arizona 
(Mr. DECONCINI), the Senator from 
Connecticut <A--Ir. DODD), the Senator 
from Massachusetts <Mr. KENNEDY), 
the Senator from Montana <Mr. MEL
CHER), the Senator from Tennessee 
<Mr. SASSER), the Senator from Ohio 
<Mr. METzENBAUM), and trte Senator 
from Virginia (Mr. HARRY F. BYRD, 
JR.) are necessarily absent. 

The PRESIDING OFFICER <Mr. 
MURKOWSKI). Are there any other 
Senators in the Chamber who desire 
to vote? 

The result was announced-yeas 67, 
nays 11, as follows: 

[Rollcall Vote No. 358 Leg.] 
YEAS-67 

Abdnor 
Armstrong 
Biden 
Boschwitz 
Brady 
Bumpers 
Burdick 
Byrd, Robert C. 
Ch&fee 
Chiles 
Cochran 
Cohen 
Cranston 
D'Amato 
Denton 
Dixon 
Domenici 
Eagleton 
East 
Ford 
Gam 
Glenn 
Goldwater 

Baucus 
Boren 
Bradley 
Dole 

Gorton 
Grassley 
Hart 
Hatch 
Hawkins 
Heinz 
Helms 
Hollings 
Huddleston 
Humphrey 
Inouye 
Jackson 
Jepsen 
Johnston 
Kassebaum 
Kasten 
Laxalt 
Leahy 
Levin 
Lugar 
Matsunaga 
McClure 
Mitchell 

NAYS-11 
Ex on 
Heflin 
Long 
Murkowski 

Moynihan 
Nunn 
Packwood 
Pell 
Percy 
Pressler 
Pryor 
Quayle 
Randolph 
Riegle 
Roth 
Rudman 
Sarbanes 
Schmitt 
Specter 
Stennis 
Stevens 
Thurmond 
Tower 
Tsongas 
Warner 

Nickles 
Proxmire 
Zorinsky 

NOT VOTING-22 
Andrews 
Baker 
Bentsen 
Byrd, 

Harry F., Jr. 
Cannon 
Danforth 
DeConcini 

Dodd 
Duren berger 
Hatfield 
Hayakawa 
Kennedy 
Mathias 
Mattingly 
Melcher 

Metzenbaum 
Sasser 
Simpson 
Stafford 
Symms 
Wallop 
Weicker 

So the motion to lay on the table 
Mr. BoREN's amendment <UP No. 1295> 
was agreed to. 

Mr. GARN. Mr. President, I move ~o 
reconsider the vote by which the 
motion was agreed to. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. STEVENS. Mr. President, that 
is the last rollcall vote of the day. 
There will be no more rollcall votes 
today. 

UP AMENDMENT NO. 1296 

<Purpose: Provide parity to nonfederally 
chartered housing creditors with federally 
chartered institutions with respect to al
ternative mortgage instruments> 
Mr. GARN. I send an amendment to 

the desk on behalf of Senator HEINz. 
This amendment has been agreed to 
by both Senator RIEGLE and myself, 
and I ask for its immediate consider
ation. 

The PRESIDING OFFICER <Mr. 
MURKOWSKI). The clerk wm report. 

The assistant legislative clerk read 
as follows: 

The Senator from Utah <Mr. GARN), for 
Mr. HEINz, proposes an unprinted amend
ment numbered 1296. 

Mr. GARN. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
Add the following title at the end of the 

bill: 
TITLE VIII-ALTERNATIVE 

MORTGAGE TRANSACTIONS 
SHORT TITLE 

SEc. 801. This title may be cited as the 
"Alternative Mortgage Transaction Parity 
Act of 1982". 

FINDINGS AND PURPOSE 

SEc. 802. <a> The Congress hereby finds 
that-

<1 > increasingly volatile and dynamic 
changes in interest rates have seriously im
paired the ability of housing creditors to 
provide consumers with fixed-term, fixed
rate credit secured by interests in real prop
erty, cooperative housing, manufactured 
homes, and other dwellings; 

<2> alternative mortgage transactions are 
essential to the provision of an adequate 
supply of credit secured by residential prop
erty necessary to meet the demand expected 
during the 1980's; and 

<3> the Comptroller of the CUrrency, the 
National Credit Union Administration, and 
the Federal Home Loan Bank Board have 
recognized the importance of alternative 
mortgage transactions and have adopted 
regulations authorizing federally chartered 
depository institutions to engage in alterna
tive mortgage financing. 

<b> It is the purpose of this title to elimi
nate the discriminatory impact that those 
regulations have upon nonfederally char
tered housing creditors and provide them 
with parity with federally chartered institu
tions by authorizing all housing creditors to 
make, purchase, and enforce alternative 
mortgage transactions so long as the trans-

actions are in conformity with the regula
tions issued by the Federal agencies. 

DEFINITIONS 

SEc. 803. As used in this title-
(1) the term "alternative mortgage trans

action" means a loan or credit sale secured 
by an interest in residential real property, a 
dwelling, all stock allocated to a dwelling 
unit in a residential cooperative housing 
corporation, or a residential manufactured 
home <as that term is defined in section 
603(6) of the National Manufactured Home 
Consturction and Safety Standards Act of 
1974)-

<A> in which the interest rate or finance 
charge may be adjusted or renegotiated; 

<B> involving a fixed-rate, but which im
plicitly permits rate adjustments by having 
the debt mature at the end of interval 
shorter than the term of the amortization 
schedule; or 

<C> involving any similar type of rate, 
method of determining return, term, repay
ment, or other variation not common to tra
ditional fixed-rate, fixed-term transactions, 
including without limitation, transactions 
that involve the sharing of equity or appre
ciation; 
described and defined by applicable regula
tion; and 

<2> the term "housing creditor" means
<A> a depository institution, as defined in 

section 501<a><2> of the Depository Institu
tions Deregulation and Monetary Control 
Act of 1980; 

<B> a lender approved by the Secretary of 
Housing and Urban Development for par
ticipation in any mortgage insurance pro
gram under the National Housing Act; 

<C> any person who regularly makes loans, 
credit sales, or advances secured by interests 
in properties referred to in paragraph < 1 >; or 

<D> any transferee of any of them. 
A person is not a "housing creditor" with re
spect to a specific alternative mortgage 
transaction if, except for this title, in order 
to enter into that transaction, the person 
would be required to comply with licensing 
requirements imposed under State law, 
unless such person is licensed under applica
ble State law and such person remains, or 
becomes, subject to the applicable regula
tory requirements and enforcement mecha
nisms provided by State law. 

ALTERNATIVE MORTGAGE AUTHORITY 

SEc. 804. <a> In order to prevent discrimi
nation against State-chartered depository 
institutions, and other nonfederally char
tered housing creditors, with respect to 
making, purchasing, and enforcing alterna
tive mortgage transactions, housing credi
tors may make, purchase, and enforce alter
native mortgage transactions, except that 
this section shall apply-

< 1 > with respect to banks, only to transac
tions made in accordance with regulations 
governing alternative mortgage transactions 
as issued by the Comptroller of the Curren
cy for national banks, to the extent that 
such regulations are authorized by rulemak
ing authority granted to the Comptroller of 
the Currency with regard to national banks 
under laws other than this section; 

(2) with respect to credit unions, only to 
transactions made in accordance with regu
lations governing alternative mortgage 
transactions as issued by the National 
Credit Union Administration Board for Fed
eral credit unions, to the extent that such 
regulations are authorized by rulemaking 
authority granted to the National Credit 
Union Administration with regard to Feder-

L 
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al credit unions under laws other than this 
section; and 

<3> with respect to all other housing credi
tors, including without limitation, savings 
and loan associations, mutual savings banks, 
and savings banks, only to transactions 
made in accordance with regulations gov
erning alternative mortgage transactions as 
issued by the Federal Home Loan Bank 
Board for federally chartered savings and 
loan associations, to the extent that such 
regulations are authorized by rulemaking 
authority granted to the Federal Home 
Loan Bank Board with regard to federally 
chartered savings and loan associations 
under laws other than this section. 

(b) For the purpose of determining the ap
plicability of this section, an alternative 
mortgage transaction shall be deemed to be 
made in accordance with the applicable reg
ulation notwithstanding the housing credi
tor's failure to comply with the regulation, 
if-

( 1 > the transaction is !n substantial com
piiance with the regulation; and 

(2) withing sixty days of discovering any 
error, the housing creditor corrects such 
error, including making appropriate adjust
ments, if and, to the account. 

<c> An alternative mortgage transaction 
may be made by a housing creditor in ac
cordance with this section, notwithstanding 
and State consitution, law, or rers-ulation. 

APPLICABILITY 

SEc. 805. <a> The provisions of section 804 
shall not apply to any alternative mortgage 
transiietion in any State made on or after 
the effective date (if such effective date 
occurs on or after the effective date of this 
title and prior to a date three years after 
the effective date of this title> of a State 
law or a certification that the voters of such 
State have voted in favor of any provision, 
constitutional or otherwise, which states ex
plicitly and by its terms that such State 
does not want to preemption provided in 
section 804 to apply with respect to alterna
tive mortgage transactions subject to the 
laws of such State, except that section 804 
shall continue to apply to-

< 1 > any alternative mortgage transaction 
undertaken on or after such date pursuant 
to an agreement to undertake such alterna
tive mortgage transaction with was entered 
into on or after the effective date of this 
title and prior to such later date <the "pre
emption period">; and 

(2) any renewal, extension, refinancing, or 
other modification of an alternative mort
gage transaction that was entered into 
during the preemption period. 

(b) An alternative mortgage transaction 
shall be deemed to have been undertaken 
during the preemption period to which this 
section applies if it--

(1) is funded or extended in whole or in 
part during the preemption period, regard
less of whether pursuant to a commitment 
or other agreement therefor made prior to 
that period; or 

<2> is a renewal, extension, refinancing, or 
other modification of an alternative mort
gage transaction entered into before the 
preemption period and such renewal, exten
sion, or other modification is made during 
such period with the written consent of any 
person obligated to repay such credit. 

RELATION TO OTHER LAW 

SEC. 806. Section 501<c><l> of the Deposito
ry Institutions Deregulation and Monetary 
Control Act of 1980 shall not apply to trans
actions which are subject to this title. 

EFFECTIVE DATE 

SEc. 807. <a> This title shall be effective 
upon enactment. 

(b) Within sixty days of the enactment of 
this title, the Comptroller of the Currency, 
the National Credit Union Administration, 
and the Federal Home Loan Bank Board 
shall identify, describe, and publish those 
portions or provisions of their respective 
regulations that are inappropriate for (and 
thus inapplicable to), or that need to be con
formed for the use of, the nonfederally 
chartered housing creditors to which their 
respective regulations apply, including with
out limitation, making necessary changes in 
terminology to conform the regulatory and 
disclosure provisions to those more typically 
associated with various types of transactions 
including credit sales. 

Mr. GARN. Mr. President, I move 
the adoption of the amendment. 

Mr. RIEGLE. I yield back my time. 
Mr. GARN. I yield back my time. 
The PRESIDING OFFICER. All 

time having been yielded back, the 
question is on agreeing to the amend
ment of the Senator from Utah. 

The amendment <UP No. 1296) was 
agreed to. 

<Later the following occurred:) 
The PRESIDING OFFICER <Mr. 

MURKOWSKI). The Senator from 
Alaska. 

Mr. STEVENS. Mr. President, does 
the distinguished Senator from Utah 
have business to finish on the banking 
bill? 

Mr. GARN. Yes; we do. 
Mr. STEVENS. I yield to the Sena

tor from Utah. 
UP .AMENDMENT NO. 1297 

(Purpose: To designate the building known 
as the Federal Reserve Board Main Build
ing in Washington, District of Columbia, 
as the "Marriner S. Eccles Federal Board 
Building'') 
Mr. GARN. Mr. President, inadvert

ently, we overlooked a noncontrover
sial amendment that has been agreed 
to by the minority. I ask unanimous 
consent to add to the bill we just 
passed, the banking bill, an amend
ment that I submit to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Utah <Mr. GARN) pro

poses an unprinted amendment numbered 
1297. 

Mr. GARN. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place insert the follow

ing: That the building at 20th and Constitu
tion Avenue, Northwest, in Washington, 
District of Columbia <commonly known at 
the Federal Reserve Board Main Building> 
shall hereafter be known and designated as 
the "Marriner S. Eccles Building". Any ref
erence in a law, map, regulation, document, 
record, or other paper of the United States 
to that building shall be held to be a refer-

ence to the "Marriner S. Eccles Federal Re
serve Board Building". 

Mr. GARN. Mr. President, Marriner 
Stoddard Eccles was born in Logan, 
Utah, in 1890. He was the oldest of 
nine children of Ellen Stoddard, the 
second wife of David Eccles-a 
Mormon polygamist. Marriner attend
ed both Utah State University in 
Logan and Brigham Young University 
in Provo, Utah, although he never 
completed high school. In 1909 he 
filed an L.D.S. mission to Scotland, 
where he met his first wife May 
Campbell Young. He was married to 
her from 1913 to 1950. He got married 
for a second time in 1951 to Sarah 
Madison Glassie. 

Marriner's father, who immigrated 
from Scotland, built up a profitable $2 
million enterprise that Marriner in
herited when he was 22 years old upon 
his father's death. He built this into 
one of the greatest family fortunes in 
the West that included banking, insur
ance, construction, sugar, mining, 
shipping, and lumber. He conducted 
bu..c:;iness in a firm manner, said one of 
his brothers, "He was more feared 
than loved." By 1916 he had organized 
Eccles Investment Co. By the time he 
was 38 he was president of Eccles In
vestment, the huge holding company 
First Security Corp., the First Nations 
Bank, a hotel company, a milk compa
ny, and a lumber company. He also 
held executive positions with Amalga
mated Sugar-one of the West's larg
est sugar processors-and Utah Con
struction-one of the six companies 
that built Boulder Dam. Utah Con
struction later became Utah Interna
tional, which has been a subsidiary of 
General Electric Co. since 1976. 

First Security Corp. operated several 
banks in Utah, Idaho, and Wyoming. 
There were 27 banks in all, including 
branches. These banks were valued at 
$50 million. In 1929 when the stock 
market crashed not one of his banks 
failed, not one depositor lost a single 
dollar. 

In 1933 Eccles gave a speech in Utah 
that impressed Stuart Chase so much 
that Chase convinced him to go to 
Washington. He went to Washington, 
ended up spending 17 years there and 
became one of the most influential 
people in the economic history of the 
United States. His first position was 
that of special assistant to Secretary 
of the Treasury Henry Morgenthau. 
By 1934 he was appointed to the Fed
eral Reserve Board by Franklin D. 
Roosevelt. In 1936 he was named 
chairman of the board, he held that 
position for 12 years, until 1948. At 44 
he was the youngest man ever to head 
the Federal Reserve System. He was 
described as "lean, smallish, nervous, 
intense. In manner he is pleasant, im
personal. He is convinced that in 
money management lies the salvation 
of capitalism." He was a Republican, 
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but later switched to the Democratic 
Party. He called himself "a capitalist 
and a conservative." 

He pushed two main themes while in 
Washington, spend and go into debt 
during a depression, and cut borrowing 
and spending and tighten credit 
during periods of inflation. He was a 
strong advocate of deficit spending, 
even before the theories of John May
nard Keynes became widely known. 
He began working on his own solution 
to the depression in 1929. These ideas 
later formed Roosevelt's New Deal. 
With the exception of the war debt 
cancellation, all of his recommenda
tions became part of the New Deal. He 
helped develop the massive welfare 
program during the depression that 
gave the Federal Government unprec
edented control over the economy. 
One of the major components of this 
program was Government spending on 
public works. Because of this type of 
program he had enemies in Congress 
and in the business world who labeled 
him a spendthrift. He was also often 
at odds with Secretary Morgenthau. 
Other programs he called for that 
added to the power of the Govern
ment included higher income and in
heritance taxes, unemployment bene
fits, control over securities and stock 
exchanges, cancellation of war debts, 
child labor laws, social security, and 
Federal control over transportation. 

Eccles also helped draft the Banking 
Act of 1935 that gave the Board more 
control over money supply and credit 
to deal more effectively with economic 
crisis. Roosevelt said this act con
tained "the general objectives of the 
administration." But critics attacked 
the concentration of power in an ad
ministration controlled committee. 
The Wall Street Journal said: 

Power over the criculating medium and 
over creation and direction of bank credit, 
which this measure places in the hand of 
the Government in office should be objec
tionable at any time. Proposed just now, 
when the whole fiscal policy of the country 
is under an incalculable compound of politi
cal group pressures, this scheme . . . is 
doubly objectionable. 

Eccles defense was: 
If the monetary mechanism is to be used 

as an instrument for the promotion of sta
bility, conscious control and management 
are essential. 

The bill passed and the Fed gained 
more control than ever. Eccles then 
called for more strict supervision of 
the Nations banks to reach his objec
tives. In February 1936, he appeared 
on the cover of Time magazine, the ar
ticle said, "Many people believe Mar
riner S. Eccles is the only thing stand
ing between the U.S. and disaster." 

During World War II he urged that 
steps be taken to ease the pressure on 
the prices of war-scarce goods. He 
served on the Economic Stabilization 
Board from 1942 to 1946. He support
ed war bonds and savings bonds to 
soak up consumer dollars and relieve 

upward price pressures. He also be
lieved that high interest rates would 
help contain inflation. He received a 
lot of criticism during this time for his 
cooperation with the Treasury in fi
nancing a $200 billion increase in the 
national debt. He began to have dis
putes with President Truman and in 
1948 Truman replaced him as Chair
man. Many thought Eccles would 
leave Washington at that point, but he 
served another 3 years on the Board 
and finally left in 1951 when William 
McChesney Martin was Chairman. At 
this time he felt the system was in 
good hands and it had regained its 
control over decisions involving mone
tary policy and credit from the Treas
ury. 

After his 17 years of service in 
Washington he returned to Salt Lake. 
In 1952 he made an unsuccessful bid 
for the Republican nomination for 
Senator, losing to Arthur V. Watkins. 
He then resumed his business career 
and became chairman of First Securi
ty. He held this position until 1975, 
and was honorary chairman until his 
death in 1977. He also served as chair
man of Amalgamated Sugar and Utah 
International. 

He was always very outspoken. He 
was one of the first businessmen to 
speak out publicly against the Viet
nam war. He blamed most of the eco
nomic difficulties from 1965 to 1975 on 
Vietnam involvement. He once stated: 

The Fed wants to stop inflation, but the 
government doesn't want badly enough to 
stop the war. . . . William McChesney 
Martin and Arthur Burns did everything 
they could, but how could they cope with 
this fiscal policy of ours? 

He also worked hard for world popu
lation control and sought closer rela
tions with China long before that was 
considered acceptable in financial cir
cles. It was said he was a "perceptive 
observer of the rapidly changing 
plight of mankind, and a courageous, 
fiesty battler for what he thought was 
right, whatever the odds of success." 

He was a very slow and deliberate 
speaker, everything he said was care
fully thought out. He had an extraor
dinary record of forecasting economic 
and social change. In 1965 he said 
about the future: 

I think unemployment will increase, infla
tion will continue, interest rates will remain 
relatively high because of the lack of liquid
ity, the Federal and many State budgets will 
remain in deficit, and large deficiencies are 
ahead in the international balance of pay
ments. Declines in corporate earnings will 
continue, savings will remain inadequate, 
and housing will remain a problem. 

Although many of the actions he 
took were controversial he helped 
steer the Nation out of the worst eco
nomic crisis it has ever experienced. 
He was indeed one of the great leaders 
the United States has ever seen. As G. 
L. Bach said: 

Few men make a difference in the course 
of human history. Marriner Eccles, deeply 

involved in the affairs of the Nation as a 
private citizen and a public servant during 
this tumultuous century, did. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from Utah <Mr. 
GARN). 

The amendment <UP No. 1297) was 
agreed to. 

Mr. GARN. I move to reconsider the 
vote by which the amendment was 
agreed to. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

<Conclusion of later proceedings.> 
Mr. GLENN. Mr. President, I con

gratulate the Committee on Banking, 
Housing, and Urban Affairs, which has 
worked long and hard to balance com
peting interests and arrive at legisla
tion that takes a step toward greater 
stability in our competitive financial 
system. 

We all recognize, I believe, that the 
driving force behind this bill has been 
the need to insure continued public 
confidence in depository institutions 
by giving them a safety net, if you 
will, in order to enhance their sound
ness and to assist them in reposition
ing themselves so as to permit them to 
compete in a deregulated financial 
services marketplace. Unfortunately, 
S. 2879 fails to take into consideration 
approximately 560 thrift institutions 
located primarily in five or six States, 
my own State of Ohio included, which 
have their deposits insured by agen
cies established under State law rather 
than by the Federal Deposit Insurance 
Corporation or the Federal Savings 
and Loan Insurance Corporation. 
These institutions have total deposits 
of approximately $22 billion and serve 
about 6¥2 million savers. 

These institutions exist for various 
reasons. Some, notably in Pennsylva
nia, largely serve institutions too small 
to qualify for Federal insurance. Mas
sachusetts' funds predate creation of 
the Federal insurance agencies. But, 
whatever their reasons for being 
apart, these institutions and the de
posit insurance funds themselves are 
generally strong. On average, the 
State-insured institutions have better 
earnings than do thrift institutions na
tionally. The funds that insure them, 
what is more, generally have higher 
reserve to deposit ratios than their 
Federal counterparts. 

Nonetheless, these institutions are 
impacted by the same circumstances 
that give rise to the legislation before 
us. A capital assistance program such 
as we are considering, which excludes 
them, could well exacerbate the strain 
on these institutions. The House of 
Representatives has recognized this by 
providing in its legislation for coverage 
of these institutions. 
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I recognize that there are different 

approaches to the problem of capital 
assistance between the House and 
Senate bills. And I do not propose 
today to have the Senate address the 
Issue by offering an amendment. I can 
count and recognize that, since only 
five or six States are directly affected, 
such an amendment would be running 
against the tide. But I do believe that, 
in conference, the Senate must give 
careful consideration to reaching ac
commodation with the House of Rep
resentatives on this Issue. It is a 
matter of fairness. 

We should not, in the name of en
hancing competition in financial serv
ices, put these institutions at a com
petitive disadvantage. We should rec
ognize that in passing S. 2879 we are 
making a significant change in Federal 
policy. The capital certificates it au
thorizes, in effect, will create contin
gent liabilities for the taxpayers of 
this Nation. No longer-at least for 
the time this program remains in 
effect-will depositor's protection be 
based only on the insurance principle 
of pooled risk and premiums levied on 
participating institutions in an 
amount sufficient to cover the risk. 
The authority to create these contin
gent liabilities on the U.S. Treasury 
which would be given to the FDIC and 
FSLIC cannot be matched by the in
surance funds created under State law. 

Mr. President, I am confident this 
matter can be resolved reasonably in 
conference without creating cheap de
posit insurance for anyone. The State 
insurance funds are willing to stand 
the liability for losses on income cap
ital certificates Issued to State-insured 
institutions to the same extent as the 
Federal insurance funds are liable for 
losses on certificates Issued to federal
ly insured institutions. 

CLARIPYING SECTION 341 DUE·ON·SALE 
PROVISION 

Mr. GARN. Mr. President, I would 
like to clarify a few provisions of sec
tion 341 of the bill, which provides a 
Federal preemption for State laws 
which restrict the enforcement of due
on-sale clauses. 

Section 341 of the bill will not affect 
State personal property rights, State 
securities statutes, or State foreclosure 
laws as long as they are not used to in
hibit or obstruct the congressional 
purpose of allowing lenders to enforce 
due-on-sale clauses in real property 
loans. 

It has recently come to the attention 
of the committee that modifications in 
State foreclosure laws are being advo
cated as a way to circumvent a lender's 
right to enforce due-on-sale clauses, 
and bypass the intent of the Federal 
preemption. For example, foreclosure 
laws which make it more difficult for a 
lender to foreclose by imposing such 
burdens as prolonged redemption peri
ods, or requiring more costly or time
consuming foreclosure procedures, 

solely because such foreclosure results 
from due-on-sale enforcement, have 
the effect of eliminating or restricting 
a lender's enforcement of due-on-sale 
and thus fall within the scope of the 
preemption. 

In addition, the reference to "per
sonal property rights" and "State se
curities" in the committee is not in
tended to limit the scope of the pre
emption with regard to stock allocated 
to a dwelling unit in a cooperative 
housing corporation or a personal 
property manufactured home. 

At the time the committee report 
was released the committee took no 
position regarding the state of the law 
in Wisconsin concerning the enforce
ability of due on sale. 

In 1973, the Wisconsin Supreme 
Court stated: 

It is difficult to see, given the general 
policy behind a "due-on-sale clause," why a 
transfer of land title by a land contract does 
not pose the same potential hazard to the 
interests of the mortgagee as most other 
recognized types of conveyances . . 

We, accordingly, hold that a due-on-sale 
clause . . . is not against public policy and is 
enforceable as a contractual condition of 
the note and mortgage. Mutual Federal Sav
ings and Loan Association v. Wisconsin 
Wire Works, 58 Wis.2d 99, 110, 205 N.W.2d 
762, 769 (1973). 

Therefore, it appears that no Wis
consin judicial decision prohibits the 
enforcement of due-on-sale clauses, 
and hence no window period restric
tions would apply to Wisconsin mort
gages. 

Neither the language of the commit
tee report, nor the language of the 
bill, refer to or comment upon the ex
isting due-on-sale regulations of the 
National Credit Union Administration 
which were promulgated on March 31, 
1978, nor to the proposed due-on-sale 
regulations of the Comptroller of the 
Currency which were released for 
public comment on September 23, 
1981. It is not the intent of the com
mittee to take a position on the au
thority of the National Credit Union 
Administration or the Comptroller of 
the Currency to Issue such regula
tions. 

Similarly, as we noted in the report, 
the committee takes no position on 
the authority of the National Credit 
Union Administration or the Comp
troller of the Currency to Issue regula
tions covering window period loans 
originated by national banks and fed
erally chartered credit unions. The 
Comptroller of the Currency must act 
under the authority of the National 
Banking Act, and the National Credit 
Union Administration Board must act 
under the authority of the Federal 
Credit Union Act, in the Issuance of 
such regulations. 

Mr. CRANSTON. Mr. President, for 
over 50 years, banking in the United 
States has been regulated by Govern
ment. Thrift institutions have been 
strictly limited to their main product 

line of mortgages. For decades Federal 
and State Governments have provided 
banks and other depository institu
tions with charters to operate. 

This highly regulated financial 
system worked well until the 1970's 
when the economic environment 
changed rapidly and made the borrow
ing short and lending long practice of 
thrifts no longer a viable portfolio 
practice. In recent years the winds of 
Government deregulation have blown 
through the Nation's airlines, trucking 
and communications industries. In 
1980, a stiff deregulatory gust was also 
felt in America's financial institutions 
when many of the Hunt Commission's 
recommendations were embodied in 
the first landmark banking legislation 
since the 1930's, the Depository De
regulation and Monetary Control Act 
of 1980. 

This legislation, which I helped de
velop as chairman of the Financial In
stitutions Subcommittee, began the 
phase out of regulation Q <interest 
rate ceilings) and provided limited new 
investment powers, including NOW ac
counts, to thrift. Even though this bill 
helped in the competitive battle 
within the depository institutions in
dustry, it did not address the competi
tive advantages of unregulated finan
cial intermediaries. 

Since the 1980 act was adopted, 
there have been even more dramatic 
changes in the financial marketplace. 
Traditional depository institutions
commercial banks, thrifts and credit 
unions-have found their turfs aggres
sively invaded by brokerage houses, 
retail chains and insurance companies. 
The financial giants which are not de
pository institutions-such as Merrill 
Lynch, Prudential, Sears and others
are free to offer consumers high 
market rates as well as a variety of fi
nancial services. Their entry into the 
field of financial services marked the 
beginning of the financial supermar
ket. Consumers in the future will have 
the option to invest in money market 
mutual funds, buy stocks and bonds, 
insure a car or a home, and obtain a 
business or personal loan-all at a 
single business location. 

This growing disparity in products 
being offered by depository and non
depository institutions has created an 
unlevel playing field for regulated de
pository institutions at the same time 
high interest rates have reduced the 
prospects for future bank, thrift, and 
credit union viability. 

The Federal Home Loan Bank Board 
estimates that the thrift industry has 
lost $10 billion net new deposits this 
year because of lack of consumer con
fidence and inability of these institu
tions to pay market rates of interest. 
Virtually one-fourth of the entire 
thrift industry has insufficient net 
worth to survive the next 2 years at its 
current loss rate. Likewise, the yield 

.-
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on thrift assets is unlikely to improve 
quickly because the return on their 
low yielding mortgage portiolios will 
increase only gradually as old mort
gages are paid off and new market 
rate mortgages are acquired. 

In response to these problems and 
issues and to enable all financial insti
tut ions to compete on a more equita
ble basis, the Senate Banking Commit
tee has unanimously reported S. 2879, 
a comprehensive legislative package. 
This bill will in general give depository 
institutions greater freedom to offer a 
variety of financial services, to in
crease their profits and to change 
their deposit structure. Banks and 
thrifts will be permitted to have a 
money market account directly com
petitive with the money market f1.mds; 
the differential on accounts will be 
phased out 1 year earlier on January 
1, 1985; increased real estate lending 
powers will be given to banks; thrifts 
will be given 15 percent commercial 
loan authority. Capital assistance will 
be provided to increase the net worth 
of all troubled depository institutions 
who qualify. This flexibility will 
enable institutions to develop the pro
cedures necessary for their long-term 
survival in an increasingly competitive 
marketplace. 

While the regulatory agencies have 
taken many novel approaches in deal
ing with the serious financial problems 
in the thrift industry over the last 
year and a half, their efforts have 
been focused primarily on merging 
failing institutions into healthy ones 
whether on an intrastate or interstate 
or interindustry Basis. The "regulators 
bill" as incorporated in this bill sets 
out strict guidelines under which the 
regulators are to be permitted to con
tinue these practices. The restraints in 
this section are meant to discourage 
the use of involuntary mergers as the 
primary solution to the thrift crisis. 
Indeed it is the intent of the Congress 
that all other options and alternatives 
be considered and that a true emer
gency exist before this section is used. 
Additionally, the committee has made 
it clear by the language in this bill 
that every effort must be made by the 
regulators to preserve the ethnic char
acter of minority thrift institutions 
that are experiencing net worth prob
lems. CUrrently there are 85 minority 
associations operating with combined 
assets of $2.5 billion and a combined 
net worth of $87.8 million. These insti
tutions are located in predominantly 
minority communities where they 
have provided a unique service to their 
customer base despite inner city adver
sity. These institutions are irreplace
able. Overall, most smaller minority 
institutions are in better financial con
dition than larger thrift associations 
because their customer base has 
shown strong loyalty and identifica
tion with these institutions. These in
stitutions generally service a small ge-

ographic area, with a distinct commu
nity and should be preserved in those 
communities where possible and as 
ethnic institutions overall. The bill di
rects the FHLBB to show sensitivity to 
these concerns in their merger proce
dures. 

Senator GARN is to be commended 
for his dogged persistence in bringing 
all the compethg interest groups to
gether on the issue in this bill. I be
lieve that S. 2879 will enhance the 
ability of financial regulators to deal 
with troubled depository institutions 
and enhance the stability and compe
tiveness of these institutions. Mr. 
President, I call for a prompt consider
ation of S. 2879 today. 
CLARIFICATION OF SECTION 707 OF S. 2879, 

AMENDMENT TO THE INTERNATIONAL BANKING 
ACT 

e Mr. D'AMATO. Mr. President, sec
tion 707 of S. 2879 contains a technical 
amendment to section 8(c) of the 
International Banking Act relating to 
nonbanking activities which may be 
conducted by foreign banks covered by 
the act. I support this provision and I 
understand its application is limited. I 
would like to inquire of the chairman 
of the Banking Committee how the 
committee has liniited the application 
of this provision. 

Mr. GARN. Section 707 is extremely 
limited in scope. The act identified a 
type of nonbanking affiliate of a for
eign bank which is defined as a "do
mestically-controlled affiliate covered 
in 1978." To the extent that such an 
affiliate is engaged in the business of 
underwriting, distributing, or other
wise buying or selling stocks, bonds, or 
other securities, the act provided that 
it would be free to continue to engage 
in such activities, through acquisition 
or otherwise, notwithstanding its par
tial ownership by a foreign bank. The 
legislative history of the act made it 
clear that the act was not intended to 
inhibit the growth or competitive pos
ture of an essentially domestic U.S. se
curities company solely because it had 
a minority ownership position held by 
a foreign bank. 

Having reviewed the extent of for
eign bank ownership in the securities 
industry as it existed in 1978, the com
mittee concluded that, while the defi
nition of a "domestically controlled af
filiate covered in 1978" contained in 
the act was drafted in a manner which 
was thought at the time to cover all 
situations in which a domestic U.S. se
curities company has such a minority 
foreign bank ownership position, the 
language of the act failed at the time 
of its enactment to meet completely 
its intended objective. 

This section, therefore, changes the 
permitted level of foreign bank owner
ship while preserving the essential 
characteristic of the affiliate as a do
mestic U.S. entity, but does not 
change the July 26, 1978 grandfather 
date established by the act. It provides 

that a foreign bank, to meet the defi
nition, may not own 45 percent or 
more of the voting shares of the do
mestic affiliate and requires that no 
more than 20 percent of the board of 
directors and of the executive officers 
of the domestic affiliate have any past 
or present affiliation with the foreign 
bank or be otherwise related to the 
foreign bank in such a way as to indi
cate that they would represent its in
terests, and that the nonaffiliated di
rectors be elected by a super-majority 
of shareholders other than the foreign 
bank. While modifying the definition 
of "domestically controlled affiliate 
covered in 1978," the committee reas
serts that the application of this por
tion of the act should be limited, as 
was originally intended, to domestic 
U.S. securities companies, whose busi
ness activities are not appropriately 
regulated under our banking laws. Ac
cordingly, for example, the committee 
does not believe that section 8(c) as 
here amended should be interpreted to 
reach a securities affiliate which was 
orginally formed as a "captive" of a 
foreign bank regardless of its technical 
compliance of the grandfather date 
with the amended definition. With 
these considerations in mind, the com
mittee is satisfied that this amend
ment does not broaden the availability 
of grandfather status beyond the 
original intention of the act, and that 
the Federal Reserve Board has ample 
interpretive and regulatory authority 
under the act and under the Bank 
Holding Company Act to prevent any 
evasions of the restrictions contained 
in this provision. 

Mr. D'AMATO. I thank the Chair
man, I appreciate that explanation.• 
CLARIYYING THE INTENT OF THE COIDIITTEE ON 

BANKERS' ACCEPTANCES 

e Mr. HEINZ. As the original author 
of the provision dealing with bankers' 
acceptances, I have one technical ques
tion on the section of the committee 
bill dealing with bankers' acceptances. 
My question relates to the provision 
on participated acceptances. It is my 
understanding that the bill will permit 
smaller banks around the country to 
provide acceptance financing to their 
customers through participated agree
ments with larger banks whose accept
ances are purchased in the money 
markets. As a technical matter, I am 
told that the intent of the committee 
to permit participations would be vio
lated if the Federal Reserve requires 
that the acceptance bear a legend or 
stamp indicating the interest of each 
participating bank. Acceptances en
cumbered by those legends would not 
be marketable. I would like to have a 
clarification for the record that it is 
the intent of the committee that at a 
minimum the Fec.leral Reserve permit 
the participations to be effective with
out requiring a legen~ and that they 
report back to Congress if they can 
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document that this has caused prob
lems. 

Mr. GARN. The Senator's under
standing of the bankers' acceptance 
provision is correct. I agree that the 
legending requirement proposed by 
the Federal Reserve would keep all 
but the 30 or 40 largest banks out of 
bankers' acceptance financing. It is for 
this reason that it is the intent of the 
committee that a participation ·c;o be 
effective need only be covered by a 
specific agreement, not also bear a 
legend. If the Federal Reserve encoun
ters problems with this system I am 
sure they will report back to us. I, 
however, believe this is an area where 
the market place imposes strict disci
pline and I foresee no problems.e 
• Mr. DOLE. Mr. President, the Sena
tor from Kansas has great admiration 
for the Senator from Utah, and for all 
members of that committee, who have 
labored diligently and with great per
sistence over the last year to craft a 
bill which could even be brought to 
the floor of the Senate. This Senator 
knows firsthand how difficult it can be 
to bring groups with inherently differ
ent outlooks together to support pas
sage of major legislation. That we are 
even able to consider this bill at this 
time is testament to the great skill ex
hibited by those Senators playing an 
active role in negotiations with repre
sentatives of those industries which 
are directly affected by this legisla
tion. 

What we are now considering is a 
practical, scaled down, bill that ad
dresses the plight of the thrift institu
tions, not S. 1720, the ambitious pro
posal first advanced by Senator GARN. 
High interest rates have hurt just 
about every industry and every sector 
of our economy, and the thrift indus
try has certainly been affected as seri
ously as any one industry. We have 
seen the net worth of the entire indus
try plummet from over $32 billion to 
around $24 billion in a year and a haH. 
Mergers have been arranged out of ne
cessity-and frankly, some of us would 
like to seriously examine the ramifica
tions of interstate mergers before we 
get too carried away with that idea. 
That aside, let me just say that I sup
port the effort to let the industry earn 
itself out of its crisis rather than have 
us do nothing and then be treated to 
the menu of bailout proposals, some of 
which we have already seen, that will 
surface if conditions continue to dete
riorate. 

The lower rates that we have seen in 
recent weeks will certainly help stem 
the tide of failures, but portfolios of 
thrifts are such that more is needed. 
The net worth assistance provisions in 
this bill will, this Senator is confident, 
give the thrift industry the time 
needed for recovery. There are not 
many of us that are deluded with false 
hope this time around-as some Mem
bers were when the all-savers certifi-

cate was being pushed on us a little 
over a year ago. We know that recov
ery of the thrift industry will be a 
gradual process. But the net worth in
fusion, coupled with competitive 
powers and a competitive instrument, 
should prove effective if combined 
with the scenario of lower interest 
rates over the course of the next sever
al years. Let me just emphasize that 
this bill cannot, and should not be 
viewed as a substitute for lower inter
est rates-but as a complement. 

Immediately prior to each meeting 
of the depository institutions deregu
lation committee in the past 1¥2 years, 
all Senators and their staffs have been 
confronted by demands that we tell 
the DIDC how to conduct its business. 
This Senator knew full well that that 
was a no-win situation, since the thrift 
and banking industry- had different 
ideas about deregulation. But one 
thing emerged from the mess: That 
both banks and thrift institutions 
needed to be able to offer a depository 
account competitive with money 
market funds, which have grown from 
less than $10 billion to around $230 
billion in a short 4 years, thus eroding 
the deposit base of our traditional de
pository institutions. This Senator is 
most pleased that this legislation con
tains a provision which will direct the 
DIDC to create such a competitive ac
count. 

Over the longer haul, let me just ob
serve that it appears the revolution in 
the financial services industry is only 
beginning. While some that would like 
to see us move in the direction of more 
regulations and restrictions-on 
money market funds for example, it 
seems more likely that a more com
petitive marketplace is on the horizon. 
The consumer has already gotten a 
taste of market rates for his deposits 
and that consumer has found that he 
likes those high rates of return so that 
the value of his deposits is not eroded 
by inflation. Those offering financial 
products seem to be willing to offer 
market rates. The fact of the matter is 
that the clock probably can not be 
turned back because the financial 
services industry will make an end run 
around unduly restrictive provisions. 

In short, this Senator applauds the 
efforts of those who were able to steer 
this matter in and around rocky cliffs 
so that we could deal with important 
legislation today. There are many 
issues left unresolved, of course, and 
the bill as it stands is certainly not ac
ceptable to all concerned. This Sena
tor is not happy with all provisions 
either, but it seems to me that this bill 
addresses the most immediate and se
rious problems· facing the financial 
services industry-and' that it must be 
adopted by the Senate.e 
e Mr. GORTON. Is this legislation in
tended to affect those institutions 
which are in trouble and for which 

bids have already been solicited in con
nection with merger proceedings? 

Mr. GARN. No. We do not intend to 
upset merger proceedings in process as 
of the effective date of this act, or to 
require the resubmission of bids.e 
e Mr. PRESSLER. Mr. President, I 
would like to express my support for 
the committee amendment to S. 2879. 
This amendment will insure the cre
ation of .a competitive instrument for 
our financial institutions. 

South Dakota bankers have led the 
fight for creation of this instrument. 
They have unsuccessfully petitioned 
the DIDC and will soon file suit in 
Federal court to allow them to offer 
super NOW accounts. I share their 
concern over the flow of dollars out of 
South Dakota into money market 
funds in the East. 

These accounts will serve two impor
tant purposes. First, they will keep 
money in South Dakota where it is 
badly needed for investment in our 
local communities. Second, they will 
provide savers with a high yield of 
return while protection their invest
ment. It is more important than ever 
in these difficult economic times to 
provide savers with this kind of option 
provided by insured institutions. 

I know that the South Dakota bank
ers have been very frustrated with the 
lack of action by the DIDC in allowing 
the implementation of these accounts. 
They feel, and I believe justly, that 
the DIDC has ignored its legislative 
mandate. The language in the commit
tee amendments will send a clear 
signal to the DIDC that they must fi
nally take action. Banks in South 
Dakota will be able to offer their 
super NOW accounts within 60 days of 
enactment and they will be spared a 
costly court battle with the Federal 
Government. 

I want to commend Senator GARN 
and other members of the Senate 
Banking Committee on address'ing this 
very important issue, and I urge my 
colleagues to support the Banking 
Committee amendment.e 

Mr. DOMENICI. Mr. President, it is 
no secret that the thrift industry in 
the United States is experiencing a 
severe financial crisis. The problems 
facing the savings and loan industry 
are of staggering dimensions. Since 
the middle of 1981, more than 80 per
cent of the institutions making up this 
$600 billion industry have been operat
ing at a loss. 

The industry suffered a net after-tax 
loss in 1981 of $4.6 billion, with a 
record semiannual loss of $3.1 billion 
occurring in the second haH. This was 
their first loss in recent history. Last 
year; depositors withdrew nearly $40 
billion more than they put into the 
thrifts. Those are big numbers. 

Every day I get telephone calls from 
constitutents asking: "Is my money 
safe?" and "Why are the S&L's in 

. 
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trouble?" The level of financial dis
tress has resulted from an economic 
environment characterized by high 
and volatile interest rates. Thrifts 
hold primarily long-term, fixed-rate 
assets funded with short maturity li
abilities. In simple English, this means 
that there is a mismatch between the 
30-year home mortgages they hold and 
the rate they must pay savers to at
tract their deposits. Those are the 
funds thrifts tum around and lend to 
borrowers. It is simple arithmetic that 
paying depositors 13 percent to 15 per
cent and receiving less than 10 percent 
return on old mortgages equals disas
ter. 

Chairman Pratt at the Federal 
Home Loan Bank Board <FHLBB> 
made predictions regarding the poten
tial magnitude of the thrift crisis. He 
has predicted that if the interest rates 
on short-term Treasury issues in 1982 
average approximately 13.5 percent, 
some 944 associations with assets of 
$220 billion will reach net worth levels 
of 2 percent or less; and that 222 of 
these, having assets of $57 billion, will 
run out of capital. This means that 
they will have to be merged or liqui
dated and depositors paid off out of 
the insurance fund. Continuation of 
such rates through 1983 would result, 
the FHLBB estimates, in 1,622 associa
tions, representing $425 billion in 
assets, falling below 2 percent net 
worth; 558 associations, having assets 
of $130 billion, would reach zero net 
worth. Persistent rates in the 13¥2-per
cent range would bring the net worth 
of this $600 billion industry to zero by 
the middle of 1984. 

This situation carries enormous fi
nancial implications for the Federal 
Government. When interest rates rose 
to record levels in 1980 and 1981, de
posit flows and mortgage lending 
slowed, the cost of funds rose sharply, 
and profits turned negative. Net worth 
declined sharply and the thrift indus
try began sliding toward insolvency. 

The most promising way to deal 
with high and volatile interest rates is 
the economic recovery program formu
lated by the President. In addition we 
need this bill. It buys time. Our econo
my needs some time and we need to 
put it to good use. As of June 30, 1982, 
the FSLIC insurance fund had a book 
value of $6.6 billion, and from the 
foregoing statisitics it is obvious that 
the expense of dealing with these im
pending failures cannot be borne by 
the FSLIC's insurance fund. This bill 
is a bridge to better times. Without 
the bill, the costs of the thrift problem 
will fall directly on the Treasury, 
greatly aggravating current budget 
deficit problems. 

This bill offers Congress and all 
members of the financial community 
an opportunity and an obligation to 
find a legislative solution to problems 
posed by the new realities of the mar
ketplace for financial services. The 

scope is greater than the thrift prob
lem. The competitive forces have al
ready fundamentally changed the fi
nancial structure of this country. 
Therefore, if traditional financial in
stitutions-that is, banks, savings and 
loan associations, and credit unions
are to be competitive with nontradi
tional institutions, Congress must 
enact this bill. 

This bill is comprised of several 
titles. Title I gives the regulators some 
additional flexibility to deal with the 
thrift crisis. Title II of this bill pro
vides tangible assistance that will im
prove the earnings and net worth of 
troubled institutions. It maintains in
centives for sound business decisions 
by providing only partial coverage of 
losses. It provides time for institutions 
to regain a sound footing. Yet it steers 
clear of the day-to-day operations. 

In exchange for an interest-bearing 
promissory note, an association would 
provide the FSLIC with an income 
capital certificate. This would provide 
the association with a net worth boost, 
and some cash income in the form of 
interest earned on the promissory 
notes. IDtimately, the FSLIC would 
redeem the ICC through payments 
from the association's net income. 

Philosophically, I am against the 
notion of Government intervention to 
prevent corporate failures. It seems 
generally true that a free enterprise 
system, to function efficiently, must 
allow unprofitable institutions to fail. 
Nevertheless, it is true that there are 
instances when intervention is appro
priate to achieve some transcendent 
national objective. There are circum
stances when we have no other accept
able choice. Preservation of a vital de
fense industry is one example. Mainte
nance of a stable bank system is an
other. Given the magnitude of the 
thrift problem and its implications for 
the economy in general, the budget in 
particular, it would appear that this 
bill is a prudent step. The assistance is 
Darwinian in impact. It allows the 
weakest members of the industry to go 
out of existence. 

I believe that the income capital cer
tificate program is necessary. We 
really don't have any other acceptable 
choice. It may be enough to give these 
institutions some time to adjust to the 
changing financial environment. I 
think we need to take a wait and see 
attitude. We need to wait and see how 
the thrifts respond to new powers. We 
need to wait and see what happens 
with Mexico, Poland, and Argentina 
when their loans come due. We need 
to wait and see how the financial mar
kets perform. 

In the meantime, I believe that Con
gress should give a strong directive to 
the Federal Home Loan Bank Board 
that the capital assistance program be 
judiciously administered. This bill con
tains a statutory criteria that I expect 
to be rigorously adhered to. This bill 

requires that institutions must have a 
positive net worth for at least 6 
months after purchase of capital in
struments, and institutions are re
quired to comply with all terms and 
conditions established by the appro
priate Federal agency. 

I have been told that right now 
there are approximately $200 million 
worth of ICC's outstanding. Assuming 
a 9 ¥2-percent Treasury bill rate scenar
io the FHLBB estimates that that 
number will grow to $260 million by 
the end of 1982, $460 million in 1983, 
$680 million in 1984, $820 million in 
1985, and $920 million cumulative 
total by 1986. 

Assuming a 13 ¥2-percent 6-month 
Treasury bill rate scenario, the esti
mates are considerably higher. By the 
end of 1982 there will be $700 million 
worth of ICC's outstanding, $2.4 bil
lion in 1983, $4.7 billion in 1984, $6.2 
billion in 1985, and $6.9 billion in 1986. 

I do not want to see the program 
growing much beyond that. I do not 
want to look back on this day as the 
birth date of another out-of-control 
program. We have too many of those 
already. I would not be voting for this 
particular provision except we have al
ready insured the accounts. The Fed
eral Government's obligation was cre
ated at that time. 

I do not want this program growing 
much beyond the projected dimen
sions. If it does, it is a warning signal 
that our entire system of financial in
stitutions might need some significant 
revamping. We need to watch this pro
gram very carefully, because it can 
serve us as a barometer. It can be an 
indicator that restructuring, as we 
have thus implemented it, has worked. 
On the other hand, if the income cap
ital certificate program goes wild, it is 
a warning signal that more dramatic 
action is necessary. We need to be pre
pared, because I am afraid this may 
not be the end of the financial institu
tion crisis. 

I want to express my support for the 
senior Senator from Utah for his per
sistence in coping with this very com
plex and demanding issue. He has 
brought together a group of historical
ly opposed industries. I think he has 
done a superb job and deserves the ap
preciation of this body and the coun
try. He deserves our support for this 
bill. I urge you to support S. 2879. 
e Mr. GRASSLEY. Mr. President, I 
would like to commend my distin
guished colleagues, Senator GARN and 
Senator RIEGLE, for their tremendous 
efforts in achieving final passage of 
this vital bill. The Nation's financial 
community has long awaited congres
sional action to address their most 
urgent concerns, and I believe that we 
have come a long way to achieve that 
goal with S. 2879. Reaching a consen
sus on this comprehensive bill was pos-
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sible only through the diligence of 
Senators GARN and RIEGLE. 

The importance of S. 2879 cannot be 
overstated. The thrift industry is 
faced with numerous problems, many 
of them not of their own making. This 
bill will greatly aid them in restoring 
health to one of this Nation's most im
portant industry. It provides the 
needed short-term assistance to get 
them through a very critical period in 
their history, and provides for a sound 
restructuring plan to better enable the 
thrifts to compete more effectively in 
the long run. 

Additionally, the authorization of a 
new competitive instrument will prove 
vital in allowing the regulated sector 
of the financial community to better 
face their unregulated competition. 

Any bill of this magnitude which 
tries to solve the broad and varied con
cerns of the entire financial industry 
is a monumental undertaking. This 
bill does not purport to be perfect, nor 
will it be a cure-all for the financial 
community. 

I am pleased with the results of the 
depository institutions amendments. 
Reaching any measure of agreement 
on such a far-reaching bill is a true ac
complishment. I believe S. 2879 to be a 
well-balanced bill, and I surely support 
it. Once again, I would like to com
mend Senators GARN and RIEGLE and 
the involved financial industries in 
working together to insure passage of 
this legislation during this session of 
Congress.e 

The PRESIDING OFFICER. If 
there are no further amendments, the 
question is on the engrossment and 
third reading of the bill. 

The bill was ordered to be engrossed 
and to be read a third time, and was 
read the third time. 

Mr. GARN. Mr. President, I move to 
discharge the Banking Committee 
from further consideration of H.R. 
6267, and I ask for its immediate con
sideration. 

The PRESIDING OFFICER. The 
question is on agreeing to the motion 
of the Senator from Utah. 

The motion was agreed to. 
The PRESIDING OFFICER. The 

clerk will state the bill by title. 
The legislative clerk read as follows: 
A bill <H.R. 6267> to revitalize the housing 

industry by strengthening the financial sta
bility of home mortgage lending institutions 
and ensuring the availability of home mort
gage loans. 

Mr. GARN. Mr. President, I move to 
strike all after the enacting clause of 
H.R. 6267 and insert the text of S. 
2879, as amended. 

The PRESIDING OFFICER. The 
question is on agreeing to the motion 
of the Senator from Utah. 

The motion was agreed to. 
Mr. GARN. Third reading. 
The PRESIDING OFFICER. The 

question is on the third reading of the 
bill. 

The bill was ordered to be read a 
third time, and was read the third 
time. 

The PRESIDING OFFICER. The 
question is, Shall the bill pass? 

The bill <H.R. 6267> was passed, as 
follows: 

Resolved, That the bill from the House of 
Representatives <H.R. 6267) entitled "An 
Act to revitalize the housing industry by 
strengthening the financial stability of 
home mortgage lending institutions and en
suring the availability of home mortgage 
loans", do pass with the following amend
ment: Strike out all after the enacting 
clause and insert: 
That this Act may be cited as the "Deposi
tory Institutions Amendments of 1982". 
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TITLE I-DEPOSIT INSURANCE 
FELXIBILITY 

SHORT TITLE 

SEC. 101. This title may be cited as the 
"Deposit InsUU1Ulce Flexibility Act". 

PART A-FEDERAL DEPOSIT INSURANCE 
CORPORATION AMENDMENTS 

ASSISTANCE TO INSURED BANKS 

SEC. 111. Section 13<c> of the Federal De
posit Insurance Act <12 U.S.C. 1823(c)) is 
amended to read as follows: 

"(c)(l) The Corporation is authorized, in 
its sole discretion and upon such terms and 
conditions as the Board of Directors may 
prescribe, to make loans to, to make depos
its in, to purchase the assets or securities of, 
to assume the liabilities of, or to make con
tributions to, any insured band-

"(A) if such action is taken to prevent the 
closing of such insured bank; 

"<B> if, with respect to a closed insured 
bank, such action is taken to restore such 
closed insured bank to normal operation; or 

"(C) if, when severe financial conditions 
exist which threaten the stability of a sig
nificant number of insured banks or of in
sured banks possessing significant financial 
resources, such action is taken in order to 
lessen the risk to the Corporation posed by 
such insured bank under such threat of in
stability. 

" (2)(A) In order to facilitate a merger or 
consolidation of an insured bank described 
in subparagraph <B> with an insured institu
tion or the sale of assets of such insured 
bank and the assumption of such insured 
bank's liabilities by an insured institution, 
or the acquisition of the stock of such in
sured bank, the Corporation is authorized, 
in its sole discretion and upon such terms 
and conditions as the Board of Directors 
may prescribe-

" (i) to purchase any such assets or assume 
any such liabilities; 

" <ii) to make loans or contributions to, or 
deposits in, or purchase the securities of, 
such insured institution or the company 
which controls or will acquire control of 
such insured institution; 

" (iii) to guarantee such insured institution 
or the company which controls or will ac
quire control of such insured institution 
against loss by reason of such insured insti
tution's merging or consolidating with or as
suming the liabilities and purchasing the 
assets of such insured bank or by reason of 
such company acquiring control of such in
sured bank; or 

"<iv) to take any combination of the ac
tions referred to in subparagraphs (i) 
through <iii>. 

"<B> An insured bank described in this 
paragraph (2)-

"(i) is an insured bank which is closed; 
"(ii) is an insured bank which, in the judg

ment of the Board of Directors, is in danger 
of closing; or 

"(iii) is an insured bank which, when 
severe financial conditions exist which 
threaten the stability of a significant 
number of insured banks or of insured 
banks possessing significant financial re
sources, is determined by the Corporation, 
in its sole discretion, to require assistance 
under subparagraph <A> in order to lessen 
the risk to the Corporation posed by such 
insured bank under such threat of instabll· 
ity. 

"(3) The Corporation may provide any 
person acquiring control of, merging with, 
consolidating with or acquiring the assets of 
an insured bank under section 13<!> of this 
Act with such financial assistance as it 
could provide an insured institution under 
this subsection. 

"(4) No assistance shall be provided under 
this subsection in ·an amount in excess of 
that amount which the Corporation deter
mines to be reasonably necessary to save the 

cost of liquidating (including paying the in
sured accounts of> such insured bank, 
except that such restriction shall not apply 
in any case in which the Corporation deter
mines that the continued operation of such 
insured bank is essential to provide ade
quate banking services in its community. 
The Corporation may not use its authority 
under this subsection to purchase the voting 
of common stock of an insured bank. Noth
ing in the preceding sentence shall be con
strued to limit the ability of the Corpora
tion to enter into and enforce covenants and 
agreements that it determines to be neces
sary to protect its financial interests. 

"(5) Any assistance provided under this 
subsection may be in subordL'l.ation to the 
rights of depositors and other creditors. 

"(6) In its annual report to the Congress, 
the Corporation shall report the total 
amount it has saved, or estimates it has 
saved, by exercising the authority provided 
in this subsection. 

"<7> For purposes of this subsection, the 
term "insured institution' means an insured 
bank as defined in section 3 of this Act or an 
insured institution as defined in section 401 
of the National Housing Act <12 U.S.C. 
1724).". 

FEDERAL DEPOSIT INSURANCE CORPORATION
INSURED FEDERAL SAVINGS BAtiKS 

SEC. 112. Section 5 of the Home Owners' 
Loan Act of 1933 <12 U.S.C. 1464) is amend
ed by adding at the end thereof the follow
ing: 

" (o)(l) Notwithstanding any other provi
sion of this section, the Board, subject to 
the provisions of this subsection, may au
thorize, under the rules and regulations of 
the Board, the conversion of a State-char
tered savings bank insured by the Federal 
Deposit Insurance Corporation into a Feder
al savings bank, if such conversion is not in 
contravention of State law, and provide for 
the organization, incorporation, operation, 
and regulation of such institution. 

"<2><A> The Federal Deposit Insurance 
Corporation shall insure the deposit ac
counts of any Federal savings bank char
tered pursuant to this subsection, until such 
time as the accounts of such institution are 
insured by the Federal Savings and Loan In
SUU1Ulce Corporation. 

"(B) The Board shall provide the Federal 
Deposit InsUU1Ulce Corporation with notifi
cation of any application under this Act for 
conversion to a Federal charter by an insti
tution insured by that Corporation, shall 
consult with said Corporation before dispos
ing of the application, and shall provide said 
Corporation with notification of the Board's 
determination with respect to such applica
tion. 

"<C> The Federal Deposit lnsUU1Ulce Cor
poration shall have the power to make spe
cial examinations of any Federal savings 
bank it insures and for which the Board of 
Directors of the Federal Deposit lnsUU1Ulce 
Corporation determines an examination is 
necessary to determine the condition of the 
bank for insUU1Ulce purposes. 

"(D) Except with the prior written ap
proval of the Federal Deposit lnsUU1Ulce 
Corporation, no Federal savings bank in
sured by the Federal Deposit InsUU1Ulce Cor
poration shall-

"(1) merge or consoltdate with any bank, 
association, or institution that is not insured 
by the Federal Deposit Insurance Corpora
tion; 

"(11) assume Uability to pay any deposits 
made in, or similar liabilities of, any bank, 
association, or institution that is not insured 
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by the Federal Deposit Insurance Corpora
tion; or 

"<iii> transfer assets to any bank, associa
tion, or institution that is not insured by 
the Federal Deposit Insurance Corporation 
in consideration of the assumption of liabil
ities for any portion of the deposits made in 
such bank. 

"<E> In granting any approval required by 
paragraph <D> of this subsection, the Board 
of Directors of the Federal Deposit Insur
ance Corporation shall consider the finan
cial and managerial resources and the 
future prospects of the existing and pro
posed institutions. 

"<F> Notwithstanding section 402(j) of the 
National Housing Act, or any provision of 
the constitution or laws of any State, or 
paragraph <1> of this subsection, if the Fed
eral Deposit Insurance Corporation deter
mines conversion into a Federal stock sav
ings bank or the chartering of a Federal 
stock savings bank is necessary to prevent 
the closing of a savings bank it insures or to 
reopen a closed savings bank it insured, or if 
the Federal Deposit Insurance Corporation 
determines, with the concurrence of the 
Board, that severe financial conditions exist 
that threaten the stability of a savings bank 
insured by such Corporation and that such 
a conversion or charter is likely to improve 
the financial condition of such savings bank, 
the Federal Deposit Insurance Corporation 
shall provide to the Board a certificate of 
such determination, the reasons therefor in 
conformance with the requirements of this 
Act, and the bank, without further action 
by the Board, shall be converted or char
tered by the Board, pursuant to the rules 
and regulations thereof, from the time the 
Federal Deposit Insurance Corporation 
issues such certificate. 

"(G) A bank may be converted under sub
paragraph <F> only where the board of 
trustees of the bank-

"(i) has specified in writing that the bank 
is in danger of closing or is closed, or that 
severe financial conditions exist that threat
en the stability of the bank and a conver
sion is likely to improve the financial condi
tion of the bank; and 

"(ii) has requested in writing that the Cor
poration use the authority of subparagraph 
(F). 

Before making a determination under sub
paragraph <F>. the Corporation shall con
sult the State bank supervisor of the State 
in which the bank in danger of closing is 
chartered. The State bank supervisor shall 
be given a reasonable opportunity, and in no 
event less than twenty-four hours, to object 
to the use of the provisions of subparagraph 
<F>. If the State supervisor objects, the Cor
poration may use the authority of subpara
graph <F> only by a unanimous vote of the 
Board of Directors. The Board of Directors 
shall provide to the State supervisor, as 
soon as practicable, a written cetification of 
its determination. 

"<3> A Federal savings bank chartered 
under this subsection shall have the same 
authority with respect to investments, oper
ations, and activities, and shall be subject to 
the same restrictions, including those appli
cable to branching and discrimination, as 
would apply to it if it were chartered as a 
Federal savings bank under any other provi
sion of this Act. 

"<4> For purposes of the Bank Protection 
Act of 1968, the Home Mortgage Disclosure 
Act, the Community Reinvestment Act, the 
Depository Institution Management Inter
locks Act, the Depository Institutions De
regulation Act of 1980, the Truth 1n Lend-

ing Act, the Equal Credit Opportunity Act, 
the Fair Debt Collection Practices Act, the 
Electronic Fund Transfer Act, and section 
12(1) of the Securities Exchange Act of 1934, 
a Federal savings bank the deposits of 
which are insured by the Federal Deposit 
Insurance Corporation shall be regarded as 
an institution the accounts of which are in
sured by the Federal Savings and Loan In
surance Corporation. 

"(5) Notwithstanding any limitation con
tained in the National Housing Act, the 
Federal Savings and Loan Insurance Corpo
ration, in its sole discretion, and on such 
terms and conditions as it shall determine, 
may provide the Federal Deposit Insurance 
Corporation with financial assistance or 
guarantees in connection with a transaction 
subject to paragraph <2><D> or section 18<c> 
of the Federal Deposit Insurance Act <12 
u.s.c. 1828 (c)).". 

CONFOR.KING AMENDMENTS TO THE FEDERAL 
DEPOSIT INSURANCE A~ 

SEc. 113. <a> Section 3(q) of the Federal 
Deposit Insurance Act <12 U.S.C. 1813(q)) is 
amended-

<1> in paragraph <2> thereof, by striking 
out "and" at the end thereof; 

<2> in paragraph <3> thereof, by striking 
out the period at the end thereof and insert
ing in lieu thereof "; and"; and 

(3) by adding at the end thereof the fol
lowing: 

"(4) the Federal Home Loan Bank Board 
in the case of an insured Federal savings 
bank.". 

<b> Section 3 of the Federal Deposit Insur
ance Act <12 U.S.C. 1813> is amended by in
serting at the end thereof the following: 

"(t) The term 'insured Federal savings 
bank' means a Federal savings bank char
tered pursuant to section 5<o> of the Home 
Owners' Loan Act of 1933 <12 U.S.C. 
1464<o» and insured by the Corporation.". 

<c> Section 4 of the Federal Deposit Insur
ance Act <12 U.S.C. 1814) is amended by in
serting at the end thereof the following: 

"<c> Every Federal savings bank which is 
chartered pursuant to section 5<o> of the 
Home Owners' Loan Act of 1933 <12 U.S.C. 
1464(o)), and which is engaged in the busi
ness of receiving deposits other than trust 
funds as herein defined, shall be an insured 
bank from the time it is authorized to com
mence business, until such time as its ac
counts are insured by the Federal Savings 
and Loan Insurance Corporation.". 

<d> Section 7<a><2> of the Federal Deposit 
Insurance Act (12 U.S.C. 1817<a><2» is 
amended by inserting at the end thereof the 
following: "The Corporation shall have 
access to reports of examination made by, 
and reports of condition made to, the Feder
al Home Loan Bank Board or any Federal 
Home Loan Bank, respecting any insured 
Federal savings bank, and the Corporation 
shall have access to all revisions of reports 
of condition made to either of them, and 
they shall promptly advise the Corporation 
of any revisions or changes in respect to de
posit liabilities made or required to be made 
in any report of condition.". 

<e> The first sentence of section 7<a><3> of 
the Federal Deposit Insurance Act < 12 
U.S.C. 1817<a><3» is amended to read as fol
lows: "Each insured State nonmember bank 
<except a District bank) and each foreign 
bank having an insured branch <other than 
a Federal branch) shall make to the Corpo
ration, each insured national bank, each for
eign bank having an insured branch which 
is a Federal branch, and each insured Dis
trict bank shall make to the Comptroller of 
the Currency, each insured State member 

bank shall make to the Federal Reserve 
bank of which it is a member, and each in
sured Federal savings bank shall make to 
the Federal Home Loan Bank Board, four 
reports of condition annually upon dates 
which shall be selected by the Chairman of 
the Board of Directors, the Comptroller of 
the Currency, the Chairman of the Board of 
Governors of the Federal Reserve System, 
and the Chairman of the Federal Home 
Loan Bank Board.". 

(f) Section 7<a><6> of the Federal Deposit 
Insurance Act <12 U.S.C. 1817<a><6» is 
amended by inserting ", the Federal Home 
Loan Bank Board" after "Comptroller of 
the Currency" and before the word "and" 
the first place it appears. 

(g) Section 8<a> of the Federal Deposit In
surance Act <12 U.S.C. 1818<a» is amended-

< 1 > by inserting in the second sentence 
thereof, after the words "district bank,", the 
following: "to the Federal Home Loan Bank 
Board in the case of an insured Federal sav
ings bank,"; and 

<2> by inseting in the third sentence there
of, after the words "national bank,", the fol
lowing: "or the Federal Home Loan Bank 
Board in the case of an insured Federal sav
ings bank,". 

<h> Section 8<o> of the Federal Deposit In
surance Act (12 U.S.C. 1818(o)) is amended 
by inserting at the end thereof the follow
ing: "Whenever the insured status of an in
sured Federal savings bank shall be termi
nated by action of the Board of Directors, 
the Federal Home Loan Bank Board shall 
appoint a receiver for the bank, which shall 
be the Corporation.". 

(i) Section 10<b> of the Federal Deposit In
surance Act <12 U.S.C. 1820(b)) is amended 
by inserting in the second sentence thereof, 
after the words "of District bank,", the fol
lowing: "or any insured Federal savings 
bank,". 

(j) Section 11<c> of the Federal Deposit In
surance Act <12 U.S.C. 1821<c» is amended 
by inserting at the end thereof the follow
ing: "Notwithstanding any other provision 
of law, whenever the Federal Home Loan 
Bank Board shall appoint a receiver, other 
than a conservator, of any insured Federal 
savings bank hereafter closed, it shall ap
point the Corporation receiver for such 
closed bank.". 

<k> Section 11<g> of the Federal Deposit 
Insurance Act <12 U.S.C. 1821<g)) is amend
ed by inserting in the first sentence thereof, 
after the words "District bank,", the follow
ing: "or closed insured Federal savings 
bank,". 

(1) Section 12<a> of the Federal Deposit In
surance Act <12 U.S.C. 1822<a» is amended 
by inserting, after the words "foreign 
bank,", the following: "insured Federal sav
ings bank,". 

<m> Section 13 of the Federal Deposit In
surance Act <12 U.S.C. 1823> is amended

(!) by redesignating subsections <f> and (g) 
as subsections <g> and <h>. respectively; and 

<2> in subsection <e>-
<A> by inserting "(e)" before "No agree

ment"; and 
<B> by striking out the first paragraph of 

such subsection. 
<n> Section 18<c> of the Federal Deposit 

Insurance Act <12 U.S.C. 1828(c)) is amend
ed by inserting at the end thereof the fol
lowing: 

"( 12> The provisions of this subsection do 
not apply to any merger transaction involv
ing an insured Federal savings bank unless 
the resulting institution will be an insured 
bank other than an insured Federal savings 
bank.". 
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<o> Section 18<J> of the Federal Deposit 

Insurance Act <12 U.S.C. 1828(j)) is amend
ed by adding a new paragraph <4>, to read as 
follows: 

"(4) The provisions of this subsection 
shall not apply to an insured Federal sav
ings bank.''. 

(p) Section 26 of the Federal Deposit In
surance Act <12 U.S.C. 183l<c» is amended 
as follows: 

<1> By adding "<a>" at the beginning 
thereof and adding a new last sentence to 
read as follows: "The provisions of this sub
section shall apply only to mergers, consoli
dations or conversions consummated and ef
fective prior to the effective date of this 
amendment or mergers, consolidations or 
conversions for which applications have 
been received at a regional Federal Home 
Loan Bank prior to the effecive date of this 
amendment."; and 

<2> By adding a new subsection (b) to read 
as follows: 

"(b) No transaction involving a change of 
deposit insuance agencies from the Corpora
tion to the Federal Savings and Loan Insur
ance Corporation shall be deemed a termi
nation of insured status under section S<a> 
of this Act.". 

(q) Section 7<J><l6> of the Federal Deposit 
Insurance Act <12 U.S.C. 1817(j)<l6» is 
amended by adding the following sentence: 
"This subsection shall not apply tc- an in
sured Federal savings bank.". 

CO:NFORIIING AMENDMENTS TO THE HOKE 
OWNERS' LOAN ACT OF 1933 

SEC. 114. <a> Section 2<d> of the Home 
Owners' Loan Act of 1933 <12 U.S.C. 
1462<d» is amended to read as follows: 

"<d> The term 'association' means a Feder
al savings and loan association or a Federal 
savings bank chartered by the Board under 
section 5 of this Act and any reference in 
any other law to a Federal savings and loan 
association shall be deemed to be also a ref
erence to such Federal savings banks, unless 
the context indicates otherwise.". 

(b) Section 5<d><6> of the Home Owners' 
Loan Act of 1933 <12 U.S.C. 1464<d><6» is 
amendedby-

(1) inserting in paragraph (B), after the 
words "Federal Savings and Loan Insurance 
Corporation", the words "or the Federal De
posit Insurance Corporation"; 

<2> inserting in the second sentence of 
paragraph <D>, after the words "shall aP
point", the words "(except as hereafter pro
vided)"; and 

<3> inserting at the end of paragraph <D>: 
"In the case of a Federal savings bank char
tered pursuant to subsection <o> and insured 
by the Federal Deposit Insurance Corpora
tion the Board shall appoint only the Feder
al Deposit Insurance Corporation as receiv
er for the association and the Federal De
posit Insurance Corporation shall have the 
same powers as receiver as those granted by 
this paragraph to the Federal Savings and 
Loan Insurance Corporation as receiver of 
other associations.". 

<c> Section 5<d><11> of the Home Owners' 
Loan Act of 1933 <12 U.S.C. 1464<d><11» is 
amended by striking the words "with 
other", and substituting therefor the words 
"with associations or with any". 

CONP'ORIIING AMENDMENTS TO THE NATIONAL 
HOUSING ACT 

SEC. 115. <a> Section 403<a> of the National 
Housing Act (12 U.S.C. 1726<a» is amended 
to read as follows: 

"<a> It shall be the duty of the Corpora
tion to insure the accounts of all Federal 
savings and loan associations, and all Feder-

al savings banks, except for Federal savings 
banks the deposits of which are insured by 
the Federal Deposit Insurance Corporation, 
and it may insure the accounts of building 
and loan, savings and loan, and homestead 
associations and cooperative banks orga
nized and operated according to the laws of 
the State, District, territory, or possession 
in which they are chartered or organized, 
and of sal'lngs banks chartered pursuant to 
section 5<o> of the Home Owners' Loan Act 
of 1933.". 

<b> Subparagraphs <A> and <B> of section 
408<a><l> of the National Housing Act <12 
U.S.C. 1730a<a><l» are amended to read as 
follows: 

"<A> 'insured institution' means a Federal 
savings and loan association, a Federal sav
ings bank, a building and loan, savings and 
loan or homestead association or a coopera
tive bank, the accounts of which are insured 
by the Federal Savings and Loan Insurance 
Corporation, and shall include a Federal 
savings bank the deposits of which are in
sured by the Federal Deposit Insurance Cor
poration; 

"<B> 'uninsured institution' means any as
sociation or bank referred to in subpara
graph <A> hereof, the accounts of which are 
not insured by the Federal Savings and 
Loan Insurance Corporation, except for a 
Federal savings bank the deposits of which 
are insured by the Federal Deposit Insur
ance Corporation;". 

<c> Section 407<m> of the National Hous
ing Act <12 U.S.C. 1730<m» is amended by 
adding at the end thereof the following: 

"(4) The Federal Home Loan Bank Board, 
or its designated representative, shall have 
the same power with respect to a Federal as
sociation <or affiliate thereof> the deposits 
of which are insured by the Federal Deposit 
Insurance Corporation as it or the Corpora
tion has under paragraphs <1> and (2) of 
this subsection with respect to insured insti
tutions <or their affiliates>.". 

<d> Section 4070><6> of the National Hous
ing Act <12 U.S.C. 17300><6» is amended by 
adding the following sentence: "For the pur
poses of this subsection the term 'insured 
institution' shall include a Federal savings 
bank the deposits of which are insured by 
the Federal Deposit Insurance Corpora
tion.". 

<e> Section 407<q><l3> of the National 
Housing Act <12 U.S.C. 1730(q)(l3)) is 
amended by adding at the end thereof the 
following sentence: "For the purposes of 
this subsection, the term 'insured institu
tion' shall include a Federal savings bank 
the deposits of which are insured by the 
Federal Deposit Insurance Corporation.". 

EXTRAORDINARY ACQUISITIONS 

SEC. 116. Section 13 of the Federal Deposit 
Insurance Act <12 U.S.C. 1823) is amended 
by inserting after subsection <e> thereof the 
following: 

"<f><l> Nothing contained in paragraphs 
<2> or <3> shall be construed to llm1t the Cor
poration's powers in subsection <c> to assist 
a transaction under paragraphs <2> or <3>. 

"<2><A> Whenever an insured bank with 
total assets of $500,000,000 or more <as de
termined from its most recent report of con
dition> is closed, the Corporation, as receiv
er, may, in its discretion and upon such 
terms and conditions as it may determine, 
arrange the sale of assets of the closed bank 
and the assumption of the liabilities of the 
closed bank, including the sale of such 
assets to and the assumption of such liabil
ities by an insured depository institution lo
cated in the State where the closed bank 
was chartered but established by an out-of-

State bank or holding company. Where oth
erwise lawfully required, a transaction 
under this subsection must be approved by 
the primary Federal or State supervisor of 
any party tl:ereto. 

"(B) Before making a determination to 
take any action under subparagraph <A>. 
the Corporation shall consult the State 
bank supervisor of the State in which the 
closed insured bank was chartered. The 
State bank supervisor shall be given a rea
sonable opportunity, and in no event less . 
than twenty-four hours, to object to the use 
of the provisions of this paragraph. Such 
notice may be provided by the Corporation 
prior to its appointment as receiver, but in 
anticipation of an impending appointment. 
If the State supervisor objects, the Corpora
tion may use the authority of this para
graph <2> only by a unanimous vote of the 
Board of Directors. The Board of Directors 
shall provide to the State supervisor, as 
soon as practicable, a written certification 
of its determination. 

"<3><A> Whenever the Corporation has de
termined, in its discretion, that an insured 
bank organized in mutual form with total 
assets of $500,000,000 or more <as deter
mined from its most recent report of condi
tion> is in danger of closing, then the in
sured bank may merge with or its assets 
may be purchased by and its liabilities as
sumed by another institution, including an 
insured depository institution located in the 
State where the insured bank is chartered 
but established by an out-of-State bank or 
holding company. Where otherwise lawfully 
required, a transaction under this subsec
tion must be approved by the primary Fed
eral or State supervisor of any party there
to. 

"<B> The Corporation may make a deter
mination under paragraph <A> only where 
the board of trustees of the insured bank 
and the appropriate Federal or State char
tering authority have specified in writing 
that the bank is in danger of closing and 
have requested in writing that the Corpora
tion assist a merger or a purchase. 

"<C> Before making a determination 
under subpnragraph <A>, the Corporation 
shall consult the State bank supervisor of 
the State in which the bank in danger of 
closing is chartered. The State bank super
visor shall be given a reasonable opportuni
ty, and in no event less than twenty-four 
hours, to object to the use of the provisions 
of this paragraph <3>. If the State supervis
or objects, the Corporation may use the au
thority of this paragraph <3> only by a 
unanimous vote of the Board of Directors. 
The Board of Directors shall provide to the 
State supervisor, as soon as practicable, a 
written certification of its determination. 

"(4) Notwithstanding subsection <d> of 
section 3 of the Bank Holding Company Act 
of 1956 or any other provision of law, State 
or Federal, or the constitution of any State, 
an institution that merges with or acquires 
an insured bank under paragraph <2> or <3> 
is authorized to be and shall be operated as 
a subsidiary of an out-of-state bank or bank 
holding company; except that an out-of
State bank may operate the resulting insti
tution as a subsidiary only if such owner
ship is otherwise specifically authorized. 
Any subsidiary created by operation of this 
subsection may retain and operate any ex
isting branch or branches of the institution 
merged with or acquired under paragraph 
<2> or (3), but otherwise shall be subject to 
the conditions upon which a national bank 
may establish and operate branches in the 
State in which such insured institution is lo-
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cated. In addition, no insured institution ac
quired under this subection shall move its 
principal office or any branch office after it 
is acquired which it would be prohibited 
from moving if the institution were a na
tional bank. 

"(5) In determining whether to arrange a 
sale of assets and assumption of liabilities or 
to permit an acquisition or a merger under 
the authority of paragraph <2> or (3), the 
Corporation may solicit such offers or pro
posals as are practicable from any prospec
tive purchasers or merger partners it deter
mines, in its sole discretion, are both quali
fied and capable of acquiring the assets and 
liabilities of the closed bank or the bank in 
danger of closing. 

"<A> If, after receiving offers, the offer 
presenting the lowest expense to the Corpo
ration. that is in a form and with conditions 
acceptable to the Corporation <hereinafter 
referred to as the 'lowest acceptable offer'), 
is from an offeror that is not an existing in
State bank of the same type as the bank 
that has closed or is in danger of closing <or, 
where the closed bank is an insured bank 
other than a mutual savings bank, the 
lowest acceptable offer is not from an in
State bank holding company), the Corpora
tion shall permit each offeror who made an 
offer the estimated cost of which to the 
Corporation was within 15 per centum or 
$15,000,000, whichever is less, of the initial 
lowest acceptable offer to submit a new 
offer. 

"<B> In considering authorizations under 
this subsection. the Corporation shall give 
c-.~nsideration to the need to minimize the 
cost of financial assistance and to the main
tenance of specialized depository institu
tions. The Corporation shall authorize 
transactions under this subsection consider
ing the following priorities: 

"<i> First, between depository institutions 
of the same type within the same State; 

"(ii) Second, between depository institu
tions of different types in the same State; 

"<iii> Third, between depository institu
tions of the same type in different States; 
and 

"<iv> Fourth, between depository institu
tions of different types in different States. 

"<C> In considering offers from different 
States, the Corporation shall give a priority 
to offers from adjoining States. 

"<D> In determining the cost of offers and 
reoffers, the Corporation's calculations and 
estimations shall be determinative. The Cor
poration may set reasonable time limits on 
offers and reoffers. 

"<6> No sale may be made under the provi
sions of paragraph <2> or <3>-

"<A> which would result in a monopoly, or 
which would be in furtherance of any com
bination or conspiracy to monopolize or to 
attempt to monopolize the business of bank
ing in any part of the United States; or 

"<B> whose effect in any section of the 
country may be substantially to lessen com
petition, or to tend to create a monopoly, or 
which in any other manner would be in re
straint of trade, unless the Corporation 
finds that the anticompetitive effects of the 
proposed transactions are clearly out
weighed in the public interest by the proba
ble effect of the transaction in meeting the 
convenience and needs of the community to 
be served. 

"(7) As used in this subsection-
"<A> the term 'receiver' shall mean the 

Corporation when it has been appointed the 
receiver of a closed insured bank; 

"<B> the term 'insured depository institu
tion' shall mean an insured bank or an asso-

elation or savings bank ins~ed by the Fed
eral Savings and Loan Insurance Corpora
tion; and 

"<C> the term 'in-State depository institu
tion or in-State holding company' shall 
mean an existing insured depository institu
tion currently operating in the State in 
which he closed bank or the bank or the 
bank in danger of closing is chartered or a 
company that is operating an insured depos
itory institution subsidiary in the State in 
which the closed bank or the bank in danger 
of closing is chartered.". 

ASSESSIIBNTS 

Szc. 117. The third sentence of section 
7<d><l> of the Federal Deposit Insurance Act 
<12 U.S.C. 1817<d><l» is amended-

<1> by striking out "and" before "(3) the 
insurance losses"; and 

<2> by inserting before the period at the 
end thereof the following: "; and < 4> any 
lending costs for the calendar year, which 
costs shall be equal to the amount by which 
the amount of interest earned, if any, from 
each loan made by the Corporation under 
section 13 of this Act after January 1, 1982, 
is less than the amount which the Corpora
tion would have earned in interest for the 
calendar year if interest had been paid on 
such loan during such calendar year at a 
rate equal to the average current value of 
funds to the United States Treasury for 
such calendar year". 

WAIVER OF NOTICE REQUIREIIENTS 

Szc. 118. <a> Section 4<c><8> of the Bank 
Holding Company Act of 1956 <12 U.S.C. 
1843<c><8» is amended striking out the semi
colon at the end thereof and inserting in 
lieu thereof the following: ". Notwithstand
ing any other provision of this Act, if the 
Board finds that an emerg~ncy exists which 
requires it to act immediately on any appli
cation under this subsection involving a 
thrift institution, and the primary Federal 
regulator of such institution concurs in such 
finding, the Board may dispense with the 
notice and hearing requirement of this sub
section and the Board may approve or deny 
any such applicant without notice or hear
ing;". 

<b> Section 2(1) of the Bank Holding Com
pany Act of 1956 <12 U.S.C. 1841<1» is 
amended by-

<1> striking out "or" before "<3>"; and 
<2> by inserting before the period at the 

end thereof the following: "or <4> a Federal 
savings bank." 

<c> The first sentence of section 3<d> of 
the Bank Holding Company Act of 1956 <12 
U.S.C. 1842(d)) is amended by inserting 
after "no application" the following: 
"<except an application filed as a result of a 
transaction authorized under section 13<f> 
of the Federal Deposit Insurance Act <12 
u.s.c. 1823(f)))". 

PART B-FI:DJ:RAL HOKE LoAN BANK BOARD 
.Aiu:NDIIBNTS 

FEDERAL STOCK SAVINGS INSTITUTIONS 

Szc. 121. Section 5 of the Home Owners' 
Loan Act of 1933 <12 U.S.C. 1464>. as amend
ed by section 112, is amended by adding at 
the end thereof the following: 

"(p) Notwithstanding any other provision 
of Federal law or the laws or constitution of 
any State, and consistent with the purposes 
of this Act, the Board may authorize <or in 
the case of a Federal association, require> 
the conversion of a mutual savings and loan 
association or Federal mutual sa,rings bank 
that is insured by the Federal Savings and 
Loan Insurance Corporation into a Federal 
Savings and Loan Insurance Corporation 
into a Federal stock savings and loan asso-

elation or Federal stock savings bank, or 
charter a Federal stock savings and loan as
sociation or Federal stock savings bank to 
acquire the assets of, or merge with such a 
mutual institution under the rules and regu
lations of the Board. Authorizations under 
this subsection may be made only to assist 
an institution in receivership, or if the 
Board has determined that severe financial 
conditions exist which threaten the stability 
of an institution and that such authoriza
tion is likely to improve the financial condi
tion of the institution, or when the Federal 
Savings and Loan Insurance Corporation 
has contracted to provide assistance to such 
institution under section 406 of the National 
Housing Act. A Federal savings bank char
tered under this subsection shall have the 
same authority with respect to investments, 
operations, and activities, and shall be sub
Ject to the same restrictions, including those 
applicable to branching and discrimination. 
as would apply to it if it were chartered as a 
Federal savings bank under any other provi
sions of this Act, and may engage in any in
vestment, activity, or operation that the in
stitution it acquired was engaged in if that 
institution was a Federal savings bank, or 
would have been authorized to engage in 
had that institution converted to a Federal 
charter.". 

ASSISTANCE TO THRD'T INSTITUTIONS 

SEC. 122. <a> Section 406<f> of the National 
Housing Act <12 U.S.C. 1729<f)) is amended 
to read as follows: 

"<f><l> The Corporation is authorized, in 
its sole discretion and upon such terms and 
conditions as the Corporation may pre
scribe, to make loans to, to make deposits in, 
to purchase the assets or securities of, to 
assume the liabilities of, or to make contri
butions to, any insured institution-

"<A> if such action is taken to prevent the 
default of such insured institution; 

"<B> if, with respect to an insured institu
tion in default, such action is taken to re
store such insured institution in default to 
normal operation; or 

"<C> if, when severe financial conditions 
exist which threaten the stability of a sig
nificant number of insured institutions or of 
insured institutions possessing significant 
resources, such action it taken in order to 
lessen the risk to the Corporation posed by 
such insured institution under such threat 
of instability. 

"<2><A> In order to facilitate a merger or 
consolidation of an insured institution de
scribed in subparagraph <B> with another 
insured institution or the sale of assets of 
such insured institution and the assumption 
of such insured institutions's liabilities by 
another insured institution, the Corporation 
is authorized, in its sole discretion and upon 
such terms and conditions as the Corpora
tion may prescribe-

"(i) to purchase any such assets or assume 
any such liabilities; 

"(ii) to make loans or contributions to, or 
deposits in, or purchase tlie securities of, 
such other insured institution <which, for 
the purposes of this subparagraph, shall in
clude a Federal savings bank insured by the 
Federal Deposit Insurance Corporation>; 

"<UD to guarantee such other insured in
stitution <which, for the purposes of this 
subparagraph, shall include a Federal sav
ings bank insured by the Federal Deposit 
Insurance Corporation> against loss by 
reason of such other insured institution's 
merging or consolidating with or assuming 
the liabilities and purchasing the assets of 
such insured institution; or 
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"(iv> to take any combination of the ac

tions referred to in subparagraphs (i) 
through (iii). 

"<B> An insured institution described in 
this subparagraph-

"(!) is an insured institution which is in 
default; 

"(ii) is an insured institution which, in the 
judgment of the Corporation is in danger or 
default; or 

"(iii) is an insured institution which, when 
severe financial conditions exist which 
threaten the stability of a significant 
number of insured institutions, or of insured 
institutions possessing significant financial 
resources, is determined by the Corporation, 
in its sole discretion, to require assistance 
under subparagraph <A> in order to lessen 
the risk to the Corporation posed by such 
insured institution under such threat of in
stability. 

"(3) The Corporation may provide any 
person acquiring control of, merging with, 
consolidating with or acquiring the assets of 
an insured institution under section 408<m> 
of this Act with such financial assistance as 
it could provide an insured institution under 
this subsection. 

"(4) No assistance shall be provided under 
paragraphs (1), (2), or <3> of this subsection 
in an amount in excess of that amount 
which the Corporation determines to be rea
sonably necessary to save the cost of liqui
dating <including paying the insured ac
counts of) such insured institution, except 
that such restriction shall not apply in any 
case in which the Corporation determines 
that the continued operation of such in
sured institution is essential to provide ade
quate savings or home financing services in 
its community. The Corporation may not 
use its authority under this subsection to 
purchase the voting or common stock of an 
insured institution. Nothing in the preced
ing sentence shall be construed to limit the 
ability of the corporation to enter into and 
enforce convenants and agreements that it 
determines to be necessary to protect its fi
nancial interest.". 

(b) Section 406(b) of the National Housing 
Act (12 U.S.C. 1729(b)) is amended to read 
as follows: 

"(b)(l) In the event that a Federal asso
ciation is in default, the Corporation shall 
be appointed as conservator or receiver and 
assuch-

"<A> is authorized-
"(i) to take over the assets of and operate 

such association; 
"(ii) to take such action as may be neces

sary to put it in a sound and solvent condi
tion; 

"(iii) to merge it with another insured in
stitution; 

"<iv> to organize a new Federal association 
to take over its assets; 

"(v) to proceed to liquidate its assets in an 
orderly manner; or 

"(vi) to make such other disposition of the 
matter as it deems appropriate. 

Whichever it deems to be in the best in
terest of the association, its savers, and the 
corporations; and 

"<B> shall pay all valid credit obligations 
of the association. 

"(2) The Corporation shall pay insurance 
as provided in section 405. The surrender 
and transfer to the Corporation of an in
sured account in any such association which 
is in default shall subrogate the Corpora
tion with respect to such insured account, 
but shall not affect any right which the in
sured member may have in the uninsured 
portion of his account or any right which he 

-

may have to participate in the distribution 
of the net proceeds remaining from the dis
position of the assets of such association. 

"(3) As used in this section, the term 'Fed
eral association' means a Federal savings 
and loan association or a Federal savings 
bank.". 

"(c) Section 406(c) of the National Hous
ing Act (12 U.S.C. 1729<c» is amended by 
striking out "savings and loan" wherever it 
appears. · 

(d) Section 406(c)(l) of the National Hous
ing Act (12 U.S.C. 1729(c)(l)) is amended by 
inserting "<A>" after "(c)(l)" and by adding 
at the end thereof the following: 

"(B) Notwithstanding any provision of the 
constitution or laws of any State, or of this 
section, in the event the Federal Home Loan 
Bank Board determines that any of the 
grounds specified in section 5<d><6><A><D. 
(ii), or (iii) of the Home Owners' Loan Act 
of 1933 exist with respect to an insured in
stitution, other than a Federal association, 
the Board shall have exclusive power and 
jurisdiction to appoint the Corporation as 
sole conservator or receiver of such institu
tion. In such cases the Corporation shall 
have the same powers and duties with re
spect to insured institutions as are con
ferred upon it under subsection <b> of this 
section with respect to Federal associations. 
The authority conferred by this subpara
graph shall not be exercised without the 
written approval of the State official having 
jurisdiction over the State-chartered in
sured institution that the grounds specified 
for such exercise exist, except that if such 
approval has not been received by the Board 
within 90 days of receipt of notice by the 
State that the Board has determined such 
grounds exist, and the Board has responded 
in writing to the State's written reasons, if 
any, for withholding approval, or if the Cor
poration has been appointed conservator, 
receiver, or other legal custodian pursuant 
to State law under subparagraph <A>. then 
the Board may proceed without State ap
proval.". 

<e> Section 406(c)(2) of the National Hous
ing Act (12 U.S.C. 1729<c><2» is amended by 
inserting "conservator or" after "sole" in 
the first sentence. 

(f) Section 408<c><3> of the Nationai Hous
ing Act <12 U.S.C. 1729<c><3» is amended-

< 1 > by inserting "conservator or" before 
"receiver" wherever it appears therein; 

<2> by striking out "paragraph <2>" and in
serting in lieu thereof "paragraphs (1) or 
<2>"; and 

<3> by striking out the second sentence. 
(g) Section 406(d) of the National Housing 

Act (12 U.S.C. 1729(d)) is amended to read 
as follows: 

"(d) In connection with the liquidation of 
insured institutions, the Corporation shall 
have power to carry on the business of and 
to collect all obligations to the insured insti
tutions, to settle, compromise, or release 
claims in favor of or against the insured in
stitutions, and to do all other things that 
may be necessary in connection therewith, 
subject only to the regulation of the Feder
al Home Loan Bank Board, or, in cases 
where the Corporation has been appointed 
conservator, receiver, or legal custodian 
solely by a public authority having jurisdic
tion over the matter other than said Board, 
subject only to the regulation of such public 
authority.". 

EJO:RGENCY THRIFT ACQUISITION 

SEC. 123. <a> Section 408 of the National 
Housing Act <12 U.S.C. 1730a) is amended 
by adding at the end thereof the following. 

"(m)(l) Notwithstanding any provision of 
the laws or constitution of any State or any 

. 

provision of Federal law, except as provided 
in subsections (e)(2) and (1) hereof, and in 
the third sentence of this subparagraph, the 
Corporation, upon its determination that 
severe financial conditions exist which 
threaten the stability of a significant 
number of insured institutions, or of insured 
institutions possessing significant financial 
resources, may authorize, in its discretion 
and where it determines such authorization 
would lessen the risk to the Corporation, an 
insured institution that is eligible for assist
ance pursuant to section 406(0 of the Act to 
merge or consolidate with, or to transfer its 
assets and liabilities to, any other insured 
institution or any insured bank <as that 
term 'insured bank' is defined in section 
3<h> of the Federal Deposit Insurance Act 
<12 U.S.C. 1813(h)), may authorize any 
other insured institution to acquire control 
of said insured institution, or may authorize 
any company to acquire control of said in
sured institution or to acquire the assets or 
assume the liabilities thereof. Mergers, con
solidations, transfers, and acquisitions 
under this subsection shall be on such terms 
as the Corporation shall provide. Where 
otherwise required by law, transactions 
under this subsection must be approved by 
the primary Federal supervisor of the part 
thereto that is not an insured institution. 
No merger, consolidation, or transfer of 
assets and liabilities under this subsection 
shall be authorized without the written ap
proval of the State official having jurisdic
tion over the disappearing State-chartered 
insured institution, except that, if the Cor
poration, despite a good faith effort, has not 
secured such approved within ninety days 
after the institution has exhausted its net 
worth, as determined under regulatory ac
counting prinicples, then the Corporation 
may effect such a transaction without State 
approval. 

"(2) In considering authorization under 
this subsection, the Corporation may solicit 
such offers or proposals as are practicable 
from any prospective purchasers or merger 
partners it determines, in its sole discretion, 
are both qualified and capable of acquiring 
the assets and liabilities of the insured insti
tution. 

"<A> If, after receiving offers, the offer 
presenting the lowest expense to the Corpo
ration, that is in a form and with conditions 
acceptable to the Corporation <hereinafter 
referred to as the 'lowest acceptable offer'), 
is from an institution that is not an existing 
in-State insured institution or an in-State 
savings and loan holding company, the Cor
poration shall permit each offeror who 
made an offer the estimated cost of which 
to the Corporation was within 15 per entum 
or $15,000,000, whichever is less, of the ini
tial lowest acceptable offer to submit a new 
offer. 

"(B) In considering authorizations under 
this subsection, the Corporation shall give 
consideration to the need to minimize the 
cost of financial assistance and to the main
tenance of specialized depository institu
tions. The Corporation shall authorize 
transactions under this subsection consider
ing the following priorities: 

"(i) First, between depository institutions 
of the same type within the same State; 

"(ii) Second, between depository institu
tions of different types in the same State; 

"<iii> Third, between depository institu
tions of the same type in different States; 
and 

"<iv> Fourth, between depository institu
tions of different types in different States. 
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"<C> In the case of a minority-controlled 

institution, the Corporation shall seek an 
offer from other minority-controlled institu
tions before proceeding with the sequence 
set forth in the preceding subparagraph. 

"<D> In considering offers from different 
States, the Corporation shall give a priority 
to offers from adjoining States. 

"<E> In determining the cost of offers and 
reoffers under this subsection, the Corpora
tion's calculations and estimations shall be 
determinative. The Corporation may set 
reasonable time limits on offers and 
reoffers. -

"(3) For purposes of this subsection-
"<A> the term 'insured depository institu

tion' shall mean an insured institution or a 
bank insured by the Federal Deposit Insur
ance Corporation; and 

"(B) the term 'in-State depository institu
tion or in-State depository institution hold
ing company' shall mean an existing insured 
depository institution currently operating in 
the State in which the closed institution is 
chartered or a company that is operating an 
insured depository institution subsidiary in 
the State in which the closed institution is 
chartered. 

"<4> Where a merger, consolidation, trans
fer, or acquisition under this subsection in
volves an insured institution eligible for as
sistance and a bank or bank holding compa
ny, an insured institution may retain and 
operate any existing branch or branches or 
any other existing facilities but otherwise 
shall be subject to the conditions upon 
which a national bank may establish and 
operate branches in the State in which such 
insured institution is located. In addition, no 
such insured institution shall move its prin
cipal office or any branch office after it is 
acquired which it would be prohibited from 
moving if it were a national bank. Notwith
standing the foregoing, if such an insured 
institution does not have its home office in 
the State of the bank holding company 
bank subsidiary, and if such institution does 
not qualify as a domestic building and loan 
association under section 7701<a><I9> of the 
Internal Revenue Code, or does not meet 
the asset composition test imposed by sub
paragraph <c> of that section on institutions 
seeking so to qualify, then such insured in
stitutions shall be subject to the conditions 
upon which a bank may retain, operate and 
establish branches in the State in which the 
insured institution is located. The Corpora
tion, for good cause shown, may allow in
sured institutions up to two years to comply 
with the requirements of the preceding sen
tence.". 

<b> Section 408<e><2> of the National Hous
ing Act <12 U.S.C. 1730a<e><2» is amended

<1> by inserting after "subsection" in the 
first sentence the following: ", or any trans
action under subsection <m> hereof,"; and 

<2> by inserting after "acquisition," in the 
third sentence the following: "except a 
transaction under subsection <m> hereof,". 

ASSISTANCE TO FEDERAL HOKE LOAN BANKS 
MEMBERS 

SEc. 124. Section 16 of the Federal Home 
Loan Bank Act <12 U.S.C. 1436) is amended 
by inserting "(a)" after "SEC. 16." and by 
adding at the end thereof the following: 

"<b> Notwithstanding subsection <a> or 
any other provision of this Act, if the Board 
determines that severe financial conditions 
exist threatening the stability of member 
institutions, the Board may suspend tempo
rarily the requirements of subsection <a> 
that a portion of net earnings be set aside 
semiannually by each Federal Home Loan 
Bank to a reserve account and permit each 

Federal Home Loan Bank to declare and 
pay dividends out of undivided profits.". 

BORROWING AUTHORITY 

SEc. 125. <a> The first sentence of section 
402(d) of the National Housing Act < 12 
U.S.C. 1725(d)) is amended by inserting 
before the period at the end thereof the fol
lowing: ", except that interest on loans from 
the Federal Home Loan Banks shall be not 
less than their current marginal cost of 
funds, taking into account the maturities in
volved, and loans from the Federal Home 
Loan Banks shall be adequately secured, as 
determined by the Board". 

(b) The first sentence of section 402(1) of 
the National Housing Act <12 U.S.C. 1725(1)) 
is amended-

<1> by striking out "any other source" and 
inserting in lieu thereof "any source other 
than the Federal Home Loan Banks"; 

<2> by inserting "from the Treasury" after 
··Provided, That each such loan". 

<c> Section 11 of the Federal Home Loan 
Bank Act <12 U.S.C. 1431> is amended by 
adding at the end thereof the following: 

"<k> The Federal Home Loan Banks are 
hereby authorized, as directed by the Board, 
to make loans to the Federal Savings and 
Loan Insurance Corporation. All such loans 
shall be made in accordance with the provi
sions of section 402(d) of the National Hous
ing Act.". 

INSURANCE FUND RESERVES 

SEc. 126. Section 404 of the National 
Housing Act 02 U.S.C. 1727> is amended by 
redesignating subsection <h> as subsection 
(i) and by inserting after subsection (g) the 
following: 

"(h) Notwithstanding any other provision 
of this section, the Corporation, upon its de
termination that extraordinary financial 
conditions exist increasing the risk to the 
Corporation, may terminate distribution of 
shares of the secondary reserve and utilize 
said reserve on the same basis as the pri
mary reserve. If otherwise authorized, the 
Corporation may resume such distribution 
upon its determination that said conditions 
no longer exist.". 

FEDERAL HOKE LOAN BANK ACT 

SEc. 127. Section 17(a) of the Federal 
Home Loan Bank Act, <12 U.S.C. 1437<a» is 
amended by inserting after the first sen
tence the following: "Notwithstanding any 
other provision of law, the Board may from 
time to time make such provision as it 
deems appropriate authorizing the perform
ance by any officer, employee, agent, or ad
ministrative unit thereof of any function of 
the Board <including any function of the 
Federal Savings and Loan Insurance Corpo
ration), except with regard to promulgation 
of rules and regulations in accordance with 
the Administrative Procedure Act, and adju
dications subject to such Act.". 

CONTINUATION OF INSURANCE 

SEc. 128. Section 405<a> of the National 
Housing Act <12 U.S.C. 1728<a» is amended 
by adding after the first sentence the fol
lowing: "Whenever the liabilities of an in
sured institution for accounts shall have 
been assumed by another insured institu
tion or institutions, whether by way of 
merger, consolidation, or other statutory as
sumption, or pursuant to contract, all ac
counts so assumed shall have separate in
surance which shall terminate at the end of 
six months from the date such assumption 
takes effect or, in the case of any certificate 
account, the earliest maturity date after the 
six-month period." 

PART C-CREDIT UNIONS 

EMERGENCY MERGER AUTHORITY 

SEc. 131. Section 205 of the Federal Credit 
Union Act 02 U.S.C. 1785) is amended-

<I> by redesignating subsections <d> 
through (g) as subsections (f) through (j), 
respectively; and 

<2> by inserting after subsection <c> the 
following: 

"(d) Nothwithstanding any other provi
sion of this Act, other Federal law or any 
State law, the Board may authorize a 
merger or consolidation of an insured credit 
union which is insolvent or is in danger of 
insolvency with any other insured credit 
union or may authorize a purchase and as
sumption by an insured credit union of all 
or any part of the assets and liabilities of 
any other insured credit union which is in
solvent or in danger of insolvency if the 
Board is satisfied that an emergency requir
ing expeditious action exists with respect to 
the credit union, that other alternatives are 
not reasonably available, and the public in
terest would best be served by approval of 
such merger, consolidation, or purchase and 
assumption. 

"(e) Notwithstanding any other provision 
of this Act or any State law, the Board may 
authorize a purchase and assumption of all 
or any part-of the assets, liabilities, and in
sured accounts of an insured credit union 
that is insolvent or in danger of insolvency 
by a federally insured financial institution 
other than a credit union. For purposes of 
this authority, insured accounts of the 
credit union may upon consummation of the 
purchase and assumption be converted to 
insured deposits or other comparable -ac
counts in the acquiring institution, and the 
Board and the National Credit Union Share 
Insurance Fund shall be absolved of any li
ability to the credit union's members with 
respect to those accounts.". 

BOARD'S AUTHORITY AS CONSERVATOR 

SEc. 132. <a> Section 206 of the Federal 
Credit Union Act 02 U.S.C. 1786> is amend
ed-

<I> by redesignating subsections <h) 
through <o> as subsections (i) through (p), 
respectively; and 

(2) by inserting after subsection <g> the 
following new subsection: 

"(h)(l) The Board may, ex parte without 
notice, appoint itself as conservator and im
mediately take possession and control of the 
business and assets of any insured credit 
union in any case in which-

"(A)(i) the Board determines that such 
action is necessary to conserve the assets of 
any insured credit union or to protect the 
Fund or the interests of the members o! 
such insured credit union; or 

"(ii> an insured credit union, by a resolu
tion of its board of directors, consents to 
such an action by the Board; and 

"<B> in the case of an insured State-char
tered credit union, the State credit union 
supervisor is consulted at least twenty-four 
hours prior to the use of this authority by 
the Board, and the Board provides to the 
State supervisor, as soon as practicable, a 
written certification of its determination. 

"(2) Not later than ten days after the date 
on which the Board takes possession and 
control of the business and assets of an in
sured credit union pursuant to paragraph 
<I>, such insured credit union may apply to 
the United States district court for the judi
cial district in which the principal office of 
such insured credit union is located, or the 
United States District Court for the District 
of Columbia, for an order requiring the 

-

' 

1, 

, 
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Board to show cause why it should not be 
eil.)oined from continuing such possession 
and control. 

"<3> Except as provided in paragraph (2), 
in the case of a Federal credit union, the 
Board may maintain possession and control 
of the business and assets of such credit 
union and may operate such credit union 
until such time-

"<A> as the Board shall permit such credit 
union to continue business subject to such 
terms and conditions as may be imposed by 
the Board; or 

"<B> as such credit union is liquidated in 
accordance with the provisions of section 
207. 

"<4> Except as provided in paragraph <2>, 
in the case of an insured State-chartered 
credit union, the Board may maintain pos
session and control of the business and 
assets of such credit union and may operate 
such credit union until such time-

"<A> as the Board shall permit such credit 
union to continue business, subject to such 
terms and conditions as may be imposed by 
the Board; 

"<B> as the Board shall permit the trans
fer of possession and control of such credit 
union to any commission, board, or author
ity which has supervisory authority over 
such credit union and which is authorized 
by State law to operate such credit union; or 

"(C) as such credit union is liquidated in 
accordance with the provisions of section 
207. 

"(5) The Board may appoint such agents 
as it considers necessary in order to assist 
the Board in carrying out its duties as a con
servator under this subsection. 

"(6) All expenses by the Board in exercis
irig its authority under this subsection with 
respect to any credit union shall be paid out 
of the assets of such credit union. 

"<7> The authority granted by this subsec
tion is in addition to all other authority 
granted to the Board under this Act.". 

(b) Section 206<b><2> of such Act <12 
U.S.C. 1786<b><2» is amended by striking 
out "subsection (i)" and inserting in lieu 
thereof "subsection (j)". 

<c> Section 206<J><l> of such Act <12 U.S.C. 
1786(j ><1 )), as so redesignated by subsection 
<a>, is amended-

<1 > in the first sentence by striking out 
"subsection (h)(3)" and inserting in lieu 
thereof "subsection (1)(3)"; and 

<2> in the fourth sentence by striking out 
"subsection (i)" and inserting in lieu thereof 
"subsection (j)". 

<d> The first sentence of section 206(j)(2) 
of such Act <12 U.S.C. 1786(j)(2)), as redesig
nated by subsection <a>, is amended by strik
ing out "subsection <h><l>" and inserting in 
lieu thereof "subsection (1)(1)". 

<e> The first sentence of section 206(1) of 
such Act <12 U.S.C. 1786(1)), as redesignated 
by subsection <a>, is amended by striking out 
"(h)'' and inserting in lieu thereof "(i)". 

(f) Section 206<m> of such Act <12 U.S.C. 
1786(m)), as redesignated by subsection <a>, 
is amended-

<1> by striking out "subsection (i)" and in
serting in lieu thereof "Subsection <J>"; and 

<2> by striking out "subsection <h>" and in
serting in lieu thereof "subsection (i)". 

(g) The section heading for section 206 of 
the Federal Credit Union Act <12 U.S.C. 
1786) is amended by inserting "; TAKING POS
SESSION OF BUSINESS AND ASSETS" after "COM
MITTEE MEMBERS". 

PART D-SUNSET PROVISION 
SUNSET OF CERTAIN PROVISIONS 

SEc. 141. <a> Effective upon the expiration 
of three years after the date of enactment 
of this Act-

<1> subparagraphs <F> and <G> of section 
5<o><2> of the Home Owners' Loan Act of 
1933, as added by section 112 of this Act, 
shall be repealed; 

<2> the provision of law amended by sec
tion 116 of this Act shall be amended to 
read as it would without such amendment; 

(3) the provisions of law amended by sub
sections <a> and <c> of section 118 shall be 
amended to read as they would without 
such amendments; 

<4> the provision of law amended by sec
tion 121 of this Act shall be amended to 
read as it would without such amendment; 

<5> the provisions of law amended by sub
sections <d> through (g) of section 122 of 
this Act shall be amended to read as they 
would without such amendments; 

<6> the provisions of law amended by sec
tion 123 of this Act shall be amended to 
read as they would without such amend
ments; and 

<7> the provisions of law amended by sec
tions 131 and 132 shall be amended to read 
as they would without such amendments. 

<b> The repeal or termina~ion by subsec
tion <a> of any amendment made by this Act 
shall have no effect on any action taken or 
authorized while such amendment was in 
effect. 

TITLE II-CAPITAL ASSISTANCE 
SHORT TITLE 

SEC. 201. This title may be cited as the 
"Capital Assistance Act of 1982". 

INSURED INSTITUTIONS 
SEC. 202. <a> Section 406(f> of the National 

Housing Act <12 U.S.C. 1729(f)), as amended 
by section 122 of this Act, is amended by 
adding at the end thereof the following: 

"(5)(A) Notwithstanding any other provi
sion of State or Federal law, and without 
limitation on any authority provided else
where in this Act or the Home Owners' 
Loan Act of 1933, the Corporation, in its 
sole discretion and on such terms and condi
tions as it may prescribe, is authorized to in
crease or maintain the capital of a qualified 
institution by making periodic purchases of 
capital instruments, as defined by the Cor
poration, for such form of consideration as 
the Corporation may determine, from such 
qualified institution, and may authorize 
such institution to issue such instruments, 
pursuant to this paragraph. Dividends on 
any capital instrument so purchased shall 
be at a rate equivalent to the rate of inter
est paid on any promissory note used to pur
chase the instrument. In making a determi
nation under this paragraph, the State su
pervisor of the State in which an insured, 
State chartered institution which is the sub
ject of the eligibility determination is locat
ed shall be consulted. With respect to in
struments held by it, the claim of the Cor
poration shall have a priority over any 
claim arising out of an equity interest in the 
institution in the event of a liquidation or 
reorganization and over any right of equity 
holders to participate in future earnings. 

"(B) For the purposes of this paragraph, 
the term 'qualified instititution' means an 
insured institution which, as determined by 
the Corporation-

"(i) has net worth equal to or less than 3 
per centum of its assets; 

"(ii) has incurred losses during the two 
previous quarters; 

"(iii) agrees to comply with all the terms 
and conditions established by the Corpora
tion for receiving assistance pursuant to this 
paragraph, including, without limitation on 
the totality of the foregoing, those relating 
to reporting, compliance with laws, rules 

and regulations, execution and implementa
tion of resolutions and agreements to merge 
or reorganire <except that such resolutions 
and agreeruents shall not be required of in
stitutions that will have a positive net worth 
for nine months or more after ,anY purchase 
of their capital instruments by the Corpora
tion, as determined by the Corporation in 
accordance with the methods for calculating 
net worth pursuant to this paragraph), sus
pension of dividends by stock institutions, 
submission and adoption of plans of oper
ation, restrictions on operations, repayment 
of assistance received, and consent to super
visory action; 

"<iv> will have a positive net worth for six 
months or more after any purchase of its 
capital instruments by the Corporation, as 
determined by the Corporation in accord
ance with the methods for calculating net 
worth pursuant to this paragraph; and 

"(v) has investments in residential mort
gages or securities backed by such mort
gages aggregating at least 20 per centum of 
its assets. 

"<C> The Corporation may initially pur
chase capital instruments as follows: 

"(i) With respect to a qualified institution 
having net worth greater than 2 per centum 
and less than or equal to 3 per centum, the 
Corporation may purchase capital instru
ments in any period from such institution in 
an amount equal to 30 per centum of its 
actual losses <not occasioned by mismanage
ment or speculation in futures or forward 
contracts>, as determined by the Corpora
tion. 

"(ii) With respect to a qualified institution 
having net worth greater than 1 per centum 
and less than or equal to 2 per centum, the 
Corporation may purchase capital instru
ments in any period from such institution in 
an amount equal to 40 per centum of it 
actual losses <not occasioned by mismanage
ment or speculation in futures or forward 
contracts;, as determined by the Corpora
tion. 

"<iii> With respect to a qualified institu
tion having net worth greater than zero and 
less than or equal to 1 per centum, the Cor
poration may purchase capital instruments 
in any period from such institution in an 
amount equal to 50 per centum of its actual 
losses <not occasioned by mismanagement or 
speculation in futures or forward contracts>, 
as determined by the Corporation. 

"(D) In the exercise of its authority under 
this paragraph, the Corporation may at any 
time, in its sole discretion, establish criteria 
which, with respect to ranges of net worth, 
calculation of losses, and percentage of 
losses to be met by purchases of capital in
struments, differ from those set forth in 
subparagraph <C>. 

"<E> No assistance may be provided to a 
qualified institution pursuant to this para
graph if the Corporation determines that 
providing such assistance would be costlier 
than liquidating <including paying the in
sured accounts of> such institution or deal
ing with it in accordance with paragraph < 1) 
or <2> of this subsection. 

"<F> Notwithstanding any other provision 
of this paragraph, the Corporation shall in 
no period purchase capital instruments 
from a qualified institution in an amount 
equal to more than 100 per centum of such 
institution's actual losses incurred for the 
immediately preceding period. 

"<G> The provisions of the constitution or 
the laws, civil or criminal, or any State, ex
press or implied, limiting the authority of a 
qualified institution (i) to take part in pro
grams under this paragraph, (ii) to issue and 

= 
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otherwise deal in capital instruments issued 
pursuant to this paragraph, or (iii) to con
tinue operations, including the receipt of de
posits and the payment or crediting of inter
est or dividends to depositors, because of the 

- level of such institution's net worth, surplus 
fund, or guaranty fund, shall not apply to 
any qualified institution which the Corpora
tion has approved for the purpose of taking 
part in programs under this paragraph, con
tinuing operations, or paying interest or 
dividends. 

"(H) During any period when a qualified 
institution has outstanding capital instru
ments issued in accordance with this para
graph, such institution shall not be liable 
for any State or local tax which is deter
mined on the basis of the deposits held by 
such institution or the interest paid there
on. 

"(!)Notwithstanding any other Federal or 
State law, capital instruments purchased by 
the Corporation under this paragraph shall 
be deemed to be net worth for statutory and 
regulatory purposes. 

"(J) The Corporation may not use its au
thority under this paragraph to purchase 
the voting or common stock of a qualified 
institution. Nothing in this subparagraph 
shall be construed to limit the ability of the 
Corporation to enter into and enforce cov
enants and agreements that it determines to 
be necessary to protect its financial inter
ests.". 

(b) Section 5<b><5> of the House Owners' 
Loan Act of 1933 <12 U.S.C. 1464<b><5» is 
amended-

<1> by striking out subparagraph <B> and 
inserting in lieu thereof the following: 

"(B) Capital instruments issued by an as
sociation pursuant to section 406<f> of the 
National Housing Act shall constitute part 
of the general reserves and net worth of the 
association. in accordance with the rules 
and regulations of the Board.''; and 

(2) by adding at the end thereof a new 
subparagraph <C> as follows: 

"(C) The Board shall provide in its rules 
and regulations for charging losses to 
mutual capital certificates. capital instru
ments issued pursuant to section 406(f) of 
the National Housing Act, reserves, and 
other net worth accounts.". 

<c> Section 403(b) of the National Housing 
Act <12 U.S.C. 1726<b» is amended-

<1> in the fourth-to-last sentence by in
serting after "items," the following: "includ
ing capital instruments issued pursuant to 
section 406(f> of this Act,"; and 

(2) in the second-to-last sentence by strik
ing out "the mutual capital certificate" and 
inserting in lieu thereof "mutual capital cer
tificates, capital instruments issued pursu
ant to section 406(f) of this Act,". 

(d) Section 403<b> of the National Housing 
Act <12 U.S.C. 1726(b)) is amended by strik
ing out everything beginning with and in
cluding the phrase "will provide adequate 
reserves satisfactory to the Corporation" 
through the end of the sentence immediate
ly preceding the fourth sentence from the 
end of such subsection, and inserting in lieu 
thereof the following: "and will provide ade
quate reserves in a form satisfactory to the 
Corporation, to be established in accordance 
with regulations made by the Corporation.". 

INSURED BANKS 

SEc. 203. Section 13 of the Federal Deposit 
Insurance Act <12 U.S.C. 1823), as amended 
by section 113 of this Act is amended by 
adding at the end thereof the following: 

"(i)(l) Notwithstanding any other provi
sion of State or Federal law, and without 
limitation on any authority provided else-

where in this Act, the Corporation, in its 
sole discretion and on such terms and condi
tions as it may prescribe, is authorized to in
crease or maintain the capital of a qualified 
institution by making periodic purchases of 
capital instruments, as defined by the Cor
poration, for such form of consideration as 
the Corporation may determine, from such 
institution, and may authorize such institu
tion to issue such instruments, pursuant to 
this subsection. Dividends on any capital in
strument so purchased shall be at a rate 
equivalent to the rate of interest paid on 
any promissory note used to purchase said 
instrument. In making a determination 
under this subsection, the Corporation shall 
consult the State supervisor of the State in 
which an insured, State chartered bank 
which is the subject of the eligibility deter
mination is located, and in the case of a 
State member bank or a national bank, the 
Corporation shall consult the Board of Gov
ernors of the Federal Reserve System or the 
Comptroller of the Currency, respectively. 
With respect to instruments held by it, the 
claim of the corporation shall have a priori
ty over any claim, arising out of an equity 
interest in the institution in the event of a 
liquidation or reorganization and over any 
right of equity holders to participate in 
future earnings. 

"(2) For the purpose of this subsection, 
the term 'qualified institution' means an in
sured bank which, as determined by the 
Corporation-

"<A> has net worth equal to or less than 3 
per centum of its assets; 

"(B) has incurred losses during the two 
previous quarters; 

"<C> agrees to comply with all the terms 
and conditions established by the Corpora
tion for receiving assistance pursuant to this 
subsection, including, without limitation on 
the totality of the foregoing, those relating 
to reporting, compliance with laws, rules 
and regulations, execution and implementa
tion of resolutions and agreements to merge 
or reorgainze <except that such resolutions 
and agreements shall not be required of in
stitutions that will have a positive net worth 
for nine months or more after any purchase 
of their capital instruments by the Corpora
tion, as determined by the Corporation in 
accordance with the methods for calculating 
net worth pursuant to this subsection>. sus
pension of dividends by stock institutions, 
submission and adoption of plans of oper
ation, restrictions on operations, repayment 
of assistance received, and consent to super
visory action; 

"<D> will be solvent for more than six 
months, as determined by the Corporation 
in accordance with the methods for calcu
lating net worth pursuant to this subsec
tion; and 

"<E> has investments in residental mort
gages or securities backed by such mort
gages aggregating at least 20 per centum of 
its assets. 

"(3) The Corporation may initially pur
chase capital instruments as follows: 

"<A> With respect to a qualified institu
tion having net worth greater than 2 per 
centum and less than or equal to 3 per 
centum, the Corporation may purchase cap
ital instruments in any period from such in
stitution in an amount equal to 30 per 
centum of the actual losses <not occasioned 
by mismanagement or speculation in fu
tures or forward contracts>, as determined 
by the Corporation. 

"<B> With respect to a qualified institu
tion having net worth greater than 1 per 
centum and less than or equal to 2 per 

centum, the Corporation may purchase cap
ital instruments in any period from such in
stitution in an amount equal to 40 per 
centum of the actual losses <not occasioned 
by mismanagement or speculation in fu
tures or forward contracts), as determined 
by the Corporation. 

"<C> With respect to a qualified institu
tion having net worth greater than zero and 
less than or equal to 1 per centum, the Cor
poration may purchase capital instruments 
in any period from such institution in an 
amount equal to 50 per centum of the 
actual losses <not occasioned by mismanage
ment or speculation in futures or forward 
contracts>, as determined by the Corpora
tion. 

"(4) In the exercise of its authority under 
this subsection, the Corporation may at any 
time, in its sole discretion, establish criteria 
which, with respect to ranges of net worth, 
calculation of losses, and percentage of 
losses to be met by purchases of capital in
struments, differ from those set forth in 
paragraph <3>. 

"(5) No assistance may be provided to a 
qualified institution pursuant to this subsec
tion if the Corporation determines that pro
viding such assistance would be costlier 
than liquidating <including paying the in
sured accounts of> such institution or deal
ing with it in accordance with subsection <c> 
or <d> of this section. 

"<6> Notwithstanding any other provision 
of this subsection, the Corporation shall in 
no period purchase capital instruments 
from a qualified institution in an amount 
equal to more than 100 per centum of such 
institution's actual losses incurred for the 
immediately preceding period. 

"<7> The provisions of the constitution or 
the laws, civil or criminal, of any State. ex
press or implied, limiting the authority of a 
qualified institution <A> to take part in pro
grams under this subsection, <B> to issue 
and otherwise deal in capital certificates 
issued pursuant to this subsection, or <C> to 
continue operations, including the receipt of 
deposits and the payment or crediting of in
terest or dividends to depositors, because of 
the level of such institution's net worth, 
surplus fund, or guaranty fund, shall not 
apply to any qualified institution which the 
Corporation has approved for the purpose 
of taking part in programs under this sub
section, continuing operations, or paying in
terest or dividends. 

"(8) During any period when· a qualified 
institution has outstanding capital instru
ments issued in accordance with this subsec
tion, such institution shall not be liable for 
any State or local tax which is determined 
on the basis of the deposits held by such in
stitution or the interest paid thereon. 

"(9) Notwithstanding any other Federal or 
State law, capital instruments purchased by 
the Corporation under this subsection shall 
be deemed to be net worth for statutory and 
regulatory purposes. 

"<10> The Corporation may not use its au
thority under this subsection to purchase 
the voting or common stock of a qualified 
institution. Nothing in this paragraph shall 
be construed to limit the ability of the Cor
poration to enter into and enforce cov
enants and agreements that it determines to 
be necessary to protect its financial inter
ests.". 

SUNSET 

SEC. 204. The provisions of this title shall 
cease to be effective upon the expiration of 
three years after the date of enactment of 
this Act. 
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TITLE III-THRIFT INSTITUTIONS 
RESTRUCTURING 

SHORT TITLE 

SEc. 301. This title may be cited as the 
"Thrift Institutions Restructuring Act of 
1982". 

PART A-FORM OF CHARTER; DEMAND 
AccoUNTs 

CHARTERING AND PURPOSE 

SEc. 311. Section 5(a) of the Home 
Owners' Loan Act of 1933 <12 U.S.C. 
1464(a)) is amended to read as follows: 

"SEc. 5. (a) In order to provide thrift insti
tutions for the deposit or investment of 
funds and for the extension of credit for 
homes and other goods and services, the 
Board is authorized, under such rules and 
regulations as it may prescribe, to provide 
for the organization, incorporation, e:;cami
nation, operation. and regulation of associa
tions to be known as Federal savings and 
loan associations, or Federal savings banks, 
and to issue charters therefor, giving pri
mary consideration to the best practices of 
thrift institutions in the United States.". 

DEMAND ACCOUNTS AND CAPITAL STOCK 

SEc. 312. Paragraphs <1> and <2> of section 
5<b> of the Home Owners' Loan Act of 1933 
<12 U.S.C. 1464(b)) are amended to read as 
follows: 

"(1) An association may raise capital in 
the form of such savings deposits, shares, or 
other accounts, for fixed, minimum, or in
definite periods of time <all of which are re
ferred to in this section as savings ac
counts>. or in the form of such demand ac
counts of those persons or organizations 
that have a business, corporate, commercial, 
or agricultural loan relationship with the 
association as are authorized by its charter 
or by regulations of the Board, and may 
issue such passbooks, time certificates of de
posit, or other evidence of accounts as are so 
authorized. As association may also accept 
demand accounts from a commercial, corpo
rate, business, or agricultural entity for the 
sole purpose of effectuating payments 
thereto by a nonbusiness customer. An asso
ciation may not pay interest on a demand 
account. All savings accounts and demand 
accounts shall have the same priority upon 
liquidation. Holders of accounts and obli
gors of an association shall, to such extent 
as may be provided by its charter or by reg
ulations of the Board, be members of the as
sociation, and shall have such voting rights 
and such other rights as are thereby provid
ed. Except as may be otherwise authorized 
by the association's charter or regulation of 
the Board in the case of savings accounts 
for fixed or minimum terms of not less than 
fourteen days, the payment of any savings 
account shall be subject to the right of the 
association to require such advance notice, 
not less than fourteen days, as shall be pro
vided for by the charter of the association 
or the regulations of the Board. The pay
ment of withdrawals from accounts in the 
event an association does not pay all with
drawals in full <subject to the right of the 
association, where applicable, to require 
notice> shall be subject to such rules and 
procedures as may be prescribed by the as
sociation's charter or by regulation of the 
Board, but any association which, except as 
authorized in writing by the Board, fails to 
make full payment of any withdrawal when 
due shall be deemed to be in an unsafe or 
unsound condition to transact business 
within the meaning of subsection (d) of this 
section. Accounts may be subject to check 
or to withdrawal or transfer on negotiable 
or transferable or other order or authoriza-

.. 

tion to the association, as the Board may by 
regulation provide. Notwithstanding any 
limitation of this section, associations may 
establish remote service units for the pur
pose of crediting savings or. demand ac
counts, debiting such accounts, crediting 
payments on loans, and the disposition of 
related financial transactions, as provided in 
regulations prescribed by the Board. 

"(2) To such extent as the Board may au
thorize by regulation or advice in writing, 
an association may borrow, may give securi
ty. may be surety as defined by the Board 
and may issue such notes, bonds, deben
tures, or other obl1bations, or other securi
ties, including capital stock, as the Board 
may so authorize.". 

CONVERSIONS TO FEDERAL CHARTERS 

SEc. 313. Section 5(1) of the Home Owners' 
Loan Act of 1933 <12 U.S.C. 1464(1)) is 
amended to read as follows: 

"(i)(l) Any institution which is, or is eligi
ble to become, a member of a Federal home 
loan bank may convert itself into a Federal 
savings and loan association or Federal sav
ings bank under this Act <and in so doing 
may change directly from the mutual form 
to the stock form, or from the stock form to 
the mutual form>. but such conversion shall 
be subject to such rules and regulations as 
the Board shall prescribe, and thereafter 
the converted association shall be entitled 
to all the benefits of this section and shall 
be subject to examination and regulation to 
the same extent as other associations incor
porated pursuant to this Act. 

"(2) Subject to the rules and regulations 
of the Board, any Federal association may 
convert itself from the mutual form to the 
stock form of organization, or from the 
stock form to the mutual form, and any 
Federal association may change its designa
tion from a Federal savings and loan asso
ciation to a Federal savings bank, or there
verse. 

"(3) Any Federal association may convert 
itself into a savings and loan or savings bank 
type of institution organized pursuant to 
the laws of the State, district, Common
wealth, or territory <hereinafter referred to 
in this section as the 'State') in which the 
principal office of such Federal association 
is located if-

"<A> the State permits the conversion of 
any savings and loan or savings bank type of 
institution of such State into a Federal asso
ciation; 

"<B> such conversion of a Federal associa
tion into such a State institution is deter
mined upon the vote in favor of such con
version cast in person or by proxy at a spe
cial meeting of members or stockholders 
called to consider such action, specified by 
the law of the State in which the home 
office of the Federal association is located, 
as required by such law for a State-char
tered institution to convert itself into a Fed
eral association, but in no event upon a vote 
of less than 51 per centum of all the votes 
cast at such meeting, and upon compliance 
with other requirements reciprocally equiv
alent to the requirements of such State law 
for the conversion of a State-chartered in
stitution into a Federal association; 

"(C) notice of the meeting to vote on con
version shall be given as herein provided 
and no other notice thereof shall be neces
sary; the notice shall expressly state that 
such meeting is called to vote thereon, as 
well as the time and place thereof, and such 
notice shall be mailed, postage prepaid, at 
least thirty and not more than sixty days 
prior to the date of the meeting, to each 
member of stockholder of record of the Fed-

eral association at his last address as shown 
on the books of the Federal association and 
to the General Counsel of the Federal 
Home Loan Bank Board, Washington, Dis
trict of Columbia; 

"<D> in the event of dissolution of a 
mutual association after conversion, the 
members or shareholders of the association 
will share on a mutual basis in the assets of 
the association in exact proportion to their 
relative share or :-.ccount credits; 

"<E> in the event of dissolution of a stock 
association after conversion, the stockhold
ers will share on a equitable basis in the 
assets of the association; and 

"<F> such conversion shall be effective 
upon the date that all the provisions of this 
Act shall have been fully complied with and 
upon the issuance of a new charter by the 
State wherein the association is located. 
The act of conversion constitutes consent by 
the institution to be bound by all the re
quirements that the Federal Savings and 
Loan Insurance Corporation may legally 
impose under section 403 of the National 
Housing Act. The association shall upon 
conversion and thereafter be authorized to 
issue securities in any form currently ap
proved at the time of issue by the Federal 
Savings and Loan Insurance Corporation for 
issuance by similar insured institutions in 
such State. If the insurance of accounts is 
terminated in connection with such conver
sion, the notice and other action shall be 
taken as provided by law and regulations for 
the termination of insurance of accounts. 

"(4) Any aggrieved person may obtain 
review of a final action of the Board or the 
Federal Savings and Loan Insurance Corpo
ration which approves, with or without con
ditions, or disapproves a plan of conversion 
from the mutual to the stock form, only by 
complying with the provisions of subsection 
<k> of section 408 of the National Housing 
Act within the time limit and in the manner 
therein prescribed, which provisions shall 
apply in all respects as if such final action 
were an order the review of which is therein 
provided for, except that such time limit 
shall commence upon publication of notice 
of such final action in the Federal Register 
or upon the giving of such general notice of 
final action as is required by or approved 
under regulations of the Corporation, 
whichever is later. 

"(5) To the extent authorized by the 
Board-

"<A> any Federal savings bank chartered 
as such prior to the enactment of this para
graph may continue to make any invest
ment or engage in any activity not other
wise authorized under this section, to the 
degree it was permitted to do so as a Federal 
savings bank prior to such enactment; and 

"(B) any Federal savings bank formerly 
organized as a mutual savings bank under 
State law may continue to make any invest
ment or engage in any activity not other
wise authorized under this section, to the 
degree it was authorized to do so as a 
mutual savings bank under State law. 
The authority conferred by this paragraph 
may be utilized by any Federal association 
that acquires, by merger or consolidation, a 
Federal savings bank enjoying grandfa
thered rights hereunder.". 

CONVERSION FROM STATE MUTUAL TO STATE 
STOCK 

SEc. 314. Section 402(j) of the National 
Housing Act <12 U.S.C. 1725<J> is amended

< 1 > by amending paragraph < 1 > to read as 
follows: 
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"(1) Except as provided in section 5 of the 

Home Owners' Loan Act of 1933, no insured 
institution may convert from the mutual to 
the stock form except in accordance with 
the rules and regulations of the Corpora
tion.": and 

<2> by striking our paragraphs <2>, <3>, (5), 
and <6> and redesignating paragraph (4) as 
paragraph <2>. 

PART B-INVESTMENTS 
OVERDRAFTS 

SEC. 321. Section 5<c><l><A> of the Home 
Owners' Loan Act of 1933 <12 U.S.C. 
1464<c><l><A» is amended to read as follows: 

"<A> AccoUNTs LOANs.-Loar.s on the secu
rity of its savings accounts and loans specifi
cally related to transaction accounts.". 

REAL ESTATE LOANS 
SEc. 322. Section 5<c><l><B> of the Home 

Owners' Loan Act of 1933 <12 U.S.C. 
1464<c><l><B» is amended to read as follows: 

"(B) REAL PROPERTY LOANS.-Loans on the 
security of liens upon residential or nonresi
dential real property, except that the loans 
and investments of an association on 
nonresidential rP.al property may not exceed 
40 per centum of its assets.". 

TIME DEPOSITS 
SEC. 323. Section 5<c><l><G> of the Home 

Owners' Loan Act of 1933 <12 U.S.C. 
1464<c><l><G» is amended to read as follows: 

"<G> DEPOSITS.-Investments in the time 
deposits, certificates, or accounts of any 
bank the deposits of which are insured by 
the Federal Deposit Insurance Corporation, 
or in the savings accounts, certificates, or 
other accounts of any institution the ac
counts of which are insured by the Federal 
Savings and Loan Insurance Corporation.". 

GOVERNJIENT SECURITIES 
SEC. 324. Section 5<c><l><H> of the Home 

Owners' Loan Act of 1933 <12 U.S.C. 
1464<c><l><H» is amended to read as follows: 

"(H) STAT!: SECURITIES.-lnvestments in 
obligations of, or issued by, any State or po
litical subdivision thereof <including any 
agency, corporation, or instrumentality of a 
State or political subdivision), except that 
an association may not invest more than 
$250,000 or 10 per centum of its capital and 
surplus in obligations of any one issuer <ex
clusive of investments in general obligations 
of any issuer).". 

COMMERCIAL AND OTHER LOANS 
SEC. 325. Section 5<c><l><L> of the Home 

Owners' Loan Act of 1933 <12 U.S.C. 
1464<c><l><L» is amended to read as follows: 

"(L) COMMERCIAL AND OTHER LOANS.-Se
cured or unsecured loans for commercial, 
corporate, business, or agricultural pur
poses. No association may make loans to one 
borrower under the authority provided by 
this subparagraph in excess of the amount a 
national bank having an identical total cap
ital and surplus could lend such borrower. 
The aggregate amount of loans under this 
paragraph shall not exceed m for direct 
loans, 5 per centum of the assets of a sav
ings and loan association <7lh per centum of 
the assets of a savings bank) prior to Janu
ary 1, 1984, or 7lh per centum of the assets 
of a savings and loan association or savings 
bank thereafter, and <U> for participations 
or purchases, 5 per centum of the assets of a 
savings and loan association or savings bank 
prior to January 1, 1984, or 7lh per centum 
of the assets of a savings and loan associa
tion or savings bank thereafter.". 

ELiliiNATION 01' DIFFERENTIAL 
SEC. 326. <a> Section 102 of Public Law 94-

200 is repealed. 
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<b> Interest rate differentials for all cate
v.ories of deposits or accounts between <A> 
any bank <other than a savings bank> the 
deposits of which are insured by the Federal 
Deposit Insurance Corporation, and <B> any 
savings and loan, building and loan, or 
homestead association <including coopera
tive banks> the deposits or accounts of 
which are insured by the Federal Savings 
and Loan Insurance Corporation or any 
mutual savings bank as defined in section 3 
<f> of the Federal Deposit Insurance Act <12 
U.S.C. 1813 (j)), shall be phased out on or 
before January 1, 1984. Any differential 
which is being phased out pursuant to a 
schedule established by regulations pre
scribed by the Depository Institutions De
regulation Committee prior to the date of 
enactment of this Act shall be phased out as 
soon as practicable, but in no event later 
than such schedule provides. Notwithstand
ing any other provision of law, no differen
tial for any category of deposits or accounts 
shall be established or maintained on or 
after January 1, 1984. 

<c> No interest rate differential may bees
tablished or maintained in the case of the 
deposit account authorized pursuant to sec
tion 204 <c> of the Depository Institutions 
Deregulation Act of 1980. 

<d> In the case of the elimination or reduc
tion of any interest rate differential under 
subsection <b> with respect to any category 
of deposits or accounts between < 1 > any 
bank <other than a savings bank) the depos
its of which are insured by the Federal De
posit Insurance Corporation and <2> any 
savings and loan, building and loan, or 
homestead association (including coopera
tive banks> the deposits or accounts of 
which are insured by the Federal Savings 
and Loan Insurance Corporation or any 
mutual savings bank as defined in section 3 
<f> of the Federal Deposit Insurance Act <12 
U.S.C 1813 <f», the maximum rate of inter
est which shall be established for such cate
gory of deposits for banks <other than sav
ings banks> the deposits of which are in
sured by the Federal Deposit Insurance Cor
poration shall be equal to the highest rate 
of interest which savings and loan associa
tions the deposits or accounts of which are 
insured by the Federal Savings and Loan In
surance Corporation were permitted to pay 
on such category of deposits immediately 
prior to the elimination or reduction of such 
interest rate differential. 

MONEY MARKET DEPOSIT ACCOUNT 
SEc. 327. Section 204 of the Depository In· 

stitutions Deregulation Act of 1980 < 12 
U.S.C. 3503) is amended by adding at the 
end there of the following: 

"<c> The Committee shall issue a regula
tion authorizing a new deposit account, ef
fective not later than sixty days after the 
date of enactment of this subsection. Such 
account shall be directly equivalent to and 
competitive with money market mutual 
funds registered with the Securities and Ex
change Commission under the Investment 
Company Act of 1940. No limitation on the 
maximum rate or rates of interest payable 
on deposit accounts shall apply to the ac
count authorized by this subsection. For the 
purpose of section 19<b> of the Federal Re
serve Act, accounts established pursuant to 
this subsection which are not 'transaction 
accounts' as defined by the reserve require
ment regulations of the Board of Governors 
of the Federal Reserve System as those reg
ulations existed on August 1, 1982, shall not 
be subject to transaction account reserves, 
even though no minimum maturity is re
quired.". 

HOUSING AND LAND DEVELOPMENT LOANS 
SEc. 328. Section 5<c><l><O> of the Home 

Owners' Loan Act of 1933 <12 U.S.C. 
1464<c><l><O» is amended to read as follows: 

"(0) HOUSING AND LAND AND URBAN DEVEL
OPMENT INSURED OR GURANTEED INVEST· 
MENTs.-Loans (i) secured by mortgages as 
to which the association has the benefit of 
insurance under title X of the National 
Housing Act or of a commitment or agree
ment for such insurance, or <U> as to which 
the association has the benefit of any guar
antee under title IV of the Housing and 
Urban Development Act of 1968 or under 
part B of the National Urban Policy and 
New Community Development Act of 1970 
or under section 802 of the Housing and 
Community Development Act of 1974, or of 
a commitment or agreement therefor.". 

CONSUMER LOANS 
SEc. 329. Section 5<c><2><B> of the Home 

Owners' Loan Act of 1933 <12 U.S.C. 
l464<c><2><B» is amended-

< 1 > by inserting ", including loans reason
ably incident to the provision of such 
credit," after "household purposes"; and 

<2> by inserting before the period at the 
end thereof the following: ", except that 
loans of an association under this subpara
graph may not exceed 30 per centum of the 
assets of the association". 

ADDITIONAL INVESTMENT AUTHORITIES 
SEC. 330. Section 5<c> of the Home 

Owners' Loan Act of 1933 <12 U.S.C. 1464<c» 
isamended-

<1> by striking out "20 per centum" and in
serting in lieu thereof "the following per
centages" in paragraph <2>: 

<2> by redesignating paragraph (6) as 
paragraph (5); 

<3> by striking out paragraph <2><A> and 
inserting in lieu thereof the following: 

"(A) INVESTMENTS IN PERSONALITY.-lnvest
ments in tangible personal property, includ
ing, without limitation, vehicles, manufac
tured homes, machinery, equipment, or fur
niture, for rental or sale, but such invest
ment may not exceed 10 per centum of the 
assets of the association."; 

(4) in paragraph <3>-
<A> by striking out subparagraph <D>: and 
<B> by amending subparagraph <A> to read 

as follows: 
"(A) EDUCATION LOANS.-Loans made for 

the payment of educational expenses."; and 
<5> in paragraph (4)-
<A> by amending subparagraph <C> to read 

as follows: 
"(C) FOREIGN ASSISTANCE INVESTMENTS.

Investments in housing project loans having 
the benefit of any guaranty under section 
221 of the Foreign Assistance Act of 1961 or 
loans having the benefit of any guarantee 
under section 224 of such Act, or any com
mitment or agreement with respect to such 
loans made pursuant to either of such sec
tions and in the share capital and capital re
serve of the Inter-American Savings and 
Loan Bank. This authority extends to the 
acquisition, holding and disposition of loans 
having the benefit of any guaranty under 
section 221 or 222 of such Act as hereafter 
amended or extended, or of any commit
ment or agreement for any such guaranty. 
Investments under this subparagraph shall 
not exceed, in the case of any association, 1 
per centum of the assets of such associa
tion."; and 

<B> by amending subparagraph <D> to 
read as follows: 

"(D) SMALL BUSINESS INVESTMENT COMPA
NIES.-An association may invest in stock, 
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obligations, or other securities of any small 
business investment company formed pursu
ant to section 30l<d> of the Small Business 
Investment Act of 1958, for the purpose of 
aiding members of the Federal Home Loan 
Bank System, but no association may make 
any investment under this subparagraph if 
its aggregate outstanding investment under 
this subparagraph would exceed 1 per 
centum of the assets of such association.". 

TYING ARRANGEMENTS 

SEC. 331. Section 5 of the Home Owners' 
Loan Act of 1933 <12 U.S.C. 1464), as amend
ed by sections 112 and 121, is amended by 
adding at the end thereof the following: 

"<r><l> An association shall not in any 
manner extend credit, lease or sell property 
of any kind, or furnish any service, or fix or 
vary the consideration for any of the fore
going, on the condition or requirement-

"<A> that the customer shall obtain addi
tional credit, property, or service from such 
association, or from any service corporation 
or affiliate of such association, other than a 
loan, discount, deposit, or trust service; 

"<B> that the customer provide additional 
credit, property, or service to such associa
tion, or to any service corporation or affili
ate of such association, other than those re
lated to and usually provided in connection 
with a similar loan, discount, deposit, or 
trust service; and 

"<C) that the customer shall not obtain 
some other credit, property, or service from 
a competitor of such association, or from a 
competitor of any service corporation or af
filiate of such association, other than a con
dition or requirement that such association 
shall reasonably impose in connection with 
credit transactions to assure the soundness 
of credit. 

"<2> Any person may sue for and have in
junctive relief, in any court of the United 
States having jurisdiction over the parties, 
against threatened loss or damage by reason 
of a violation of paragraph (1), under the 
same conditions and principles as injunctive 
relief against threatened conduct that will 
cause loss or damage is granted by courts of 
equity and under the rules governing such 
proceedings. Upon the execution of proper 
bond against damages for an injunction im
providently granted and a showing that the 
danger of irreparable loss or damage is im
mediate, a preliminary injunction may issue. 

"<3> Any person who is injured in his busi
ness or property by reason of anything for
bidden in paragraph < 1> may sue therefor in 
any district court of the United States in 
which the defendant resides or is found or 
has an agent, without regard to the amount 
in controversy, or may sue therefor in e of 
the occurrence of the violation. 

"(4) Nothing contained in this subsection 
shall be construed as affecting in any 
manner the right of the United States or 
any other party to bring an action under 
any other law of the United States or of any 
State, including any right which may exist 
in addition to specific statutory authority, 
challenging the legality of any act or prac
tice which may be proscribed by this subsec
tion. No regulation or order issued by the 
Board under this subsection shall in any 
manner constitute a defense to such action. 

"(5) As used in this subsection-
"<A> the term 'affiliate' of an association 

means any individual or company <including 
any corporation, partnership, trust, joint
stock company, or similar organization> 
which controls, is controlled by, or is under 
common control with such association; and 

"(B) the term 'loan' includes obligations 
and extensions or advances of credit.". 

LIQUIDITY INVESTMENTS 

SEC. 332. Section 5A<b><l><B> of the Feder
al Home Loan Bank Act <12 U.S.C. 
1425a<b><l><B» is amended by striking out 
"and commercial banks" and inserting in 
lieu thereof the following: ", institutions 
which are, or are eligible to become, mem
bers thereof, and commercial banks". 

REGULATORY JURISDICTION 

SEC. 333. Section 2<c> of the Bank Holding 
Company Act of 1956 <12 U.S.C. 1841<c» is 
amended by inserting after "Islands" the 
following: ", except an institution and the 
accounts of which are insured by the Feder
al Savings and Loan Insurance Corporation, 
or an institution chartered by the Federal 
Home Loan Bank Board". 

BRANCHING 

SEc. 334. Section 5 of the Home Owners' 
Loan Act of 1933 <12 U.S.C. 1464), as amend
ed by sections 112, 121, and 331, is amended 
by adding at the end thereof the following: 

"(s) No association may establish, retain, 
or operate a branch outside the State in 
which the association has its home office, 
unless the association qualifies as a domes
tic building and loan association under sec
tion 770l<a)<l9> of the Internal Revenue 
Code or meets the asset compostition test 
imposed by subparagraph <C> of that sec
tion on institutions seeking so to qualify. No 
out-of-State branch so established shall be 
retained or operated unless the total assets 
of the association attributable to all 
branches of the association in that State 
would qualify the branches as a whole, were 
they otherwise eligible, for treatment as a 
domestic building and loan association 
under said section 770l<a><l9>. The limita
tions of this subsection shall not apply if <1 > 
the branch results from a transaction au
thorized under section 408<m> of the Na
tional Housing Act; <2> the branch was au
thorized for the association prior to the en
actment of the Depository Institutions 
Amendments of 1982; (3) the law of the 
State in which the branch is or is to be lo
cated would permit establishment of the 
branch were the association an institution 
of the savings and loan or savings bank type 
chartered by the State in which its home 
office is located; or <4> the branch was oper
ated lawfully as a branch under State law 
prior to the association's conversion to a 
Federal charter. The Board, for good cause 
shown, may allow associations up to two 
years to comply with the requirements of 
this subsection.". 

HOLDING COMPANY ACTIVITIES 

SEC. 335. Section 408 of the National 
Housing Act <12 U.S.C. 1730a), as amended 
by section 123, is amended by adding at the 
end thereof the following: 

"<n> No savings and loan holding compa
ny, nor any subsidiary thereof which is not 
an insured institution, whose subsidiary in
sured institution fails to qualify as a domes
tic building and loan association under sec
tion 770l<a><19> of the Internal Revenue 
Code of 1954, shall commence, or continue 
for more than three years after suchfailure, 
any business activity other than those speci
fied for multiple savings and loan holding 
companies and their subsidiaries under sub
section <c><2> hereof.". 

PART C-PREI:KPTION OF DUE-ON-8ALE 
PROHIBITIONS 

DUE·ON·SALE CLAUSES 

SEC. 341. <a> For the purpose of this sec
tion-

<1> the term "due-on-sale clause" means a 
contract provision which authorizes a 

lender, at it option, to declare due and pay
able sums secured by the lender's security 
instrument if all or any part of the proper
ty, or an interest therein, securing the real 
property loan is sold or transferred without 
the lender's prior written consent; 

< 2 > the term "lender" means a person or 
government agency making a real property 
loan or any assignee or transferee, in whole 
or in part, of such a person or agency; 

<3> the term "real property loan" means a 
loan, mortgage, advance, or credit sale se
cured by a lien on real property, the stock 
allocated to a dwelling unit in a cooperative 
housing corporation, or a residential manu
factured home, whether real or personal 
property; and 

<4> the term "State" means any State of 
the United States, the District of Columbia, 
the Commonwealth of Puerto Rico, the 
Virgin Islands, Guam, the Northern Mari
ana Islands, American Samoa, and the Trust 
Territory of the Pacific Islands. 

<b> Notwithstanding any provision of the 
constitution or laws <including the judicial 
decisions> of any State to the contrary, a 
lender may, subject to subsection (c), enter 
into or enforce a contract containing a due
on-sale clause with respect to a real proper
ty loan. Except as otherwise provided in 
subsection <d>, the exercise by the lender of 
its option pursuant to such a clause shall be 
exclusively governed by the terms of the 
loan contract, and all rights and remedies of 
the lender and the borrower shall be fixed 
and governed by the contract. In the exer
cise of its option under a due-on-sale clause, 
a lender is encouraged to permit an assump
tion of a real property loan at the existing 
contract rate or at a rate which is at or 
below the average between the contract and 
market rates, and nothing in this section 
shall be interpreted to prohibit any such as
sumption. 

(c) In the case of a contract involving a 
real property loan which was made or as
sumed, including a transfer of the liened 
property subject to the real property loan, 
during the period beginning on the date a 
State adopted a constitutional provision or 
statute prohibiting the exercise of due-on
sale clauses, or the date on which the high
est court of such State has rendered a deci
sion <or if the highest court has not so de
cide.:.l, the date on which the next highest 
appellate court has rendered a decision re
sulting in a final judgment if such decision 
applies statewide) prohibiting such exercise, 
and ending on the date of enactment of this 
section, the provisions of subsection <b> 
shall apply only in the case of a transfer 
which occurs on or after the expiration of 
three years after the date of enactment of 
this Act, except that-

<1> a State, by a State law enacted by the 
State legislature prior to the close of such 
three-year period, with respect to real prop
erty loans originated in the State by lenders 
other than national banks, Federal savings 
and loan associations, Federal savings 
banks, and Federal credit unions, may oth
erwise regulate such contracts, in which 
case subsection <b> shall apply only if such 
State law so provides; and 

<2> the Comptroller of the Currency with 
respect to real property loans originated by 
national banks or the National Credit Union 
Administration Board with respect to real 
property loans originated by Federal credit 
unions may, by regulation prescribed prior 
to the close of such period, otherwise regu
late such contracts, in which case subsection 
<b> shall apply only if such regulation so 
provides. 

' 
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For any contract to which subsection <b > 
does not apply pursuant to this subsection. 
a lender may require any successor or trans
feree of the borrower to meet customary 
credit standards applied to loans secured by 
similar property, and the lender may de
clare the loan due and payable pursuant to 
the terms of the contract upon transfer to 
any successor or transferee of the borrower 
who fails to meet such customary credit 
standards. A lender may not exercise its 
option pursuant to a due-on-sale clause in 
the case of a transfer of a real property loan 
which is subject to this subsection where 
the transfer occurred prior to the date of 
enactment of this Act. This subsection does 
not apply to a loan which was origina~ by 
a Federal savings and loan association or 
Federal savings bank. 

<d> A lender may not exercise its option 
pursuant to a due-on-sale clause upon-

< 1 > the creation of a lien or other encum
brance subordinate to the lenders security 
instrument which does not relate to a trans
fer of rights of occupancy in the property; 

<2> the creation of a purchase money secu
rity interest for household appliances; 

<3> a transfer by devise, descent, or oper
ation of law on the death of a joint tenant 
or tenant by the entirety; 

< 4) the granting of a leasehold interest of 
three years or less not containing an option 
to purchase; 

(5) a transfer to a relative resulting from 
the death of a borrower; 

(6) a transfer where the spouse or chil
dren of the borrower become an owner of 
the property; 

(7) a transfer resulting from a decree of a 
dissolution of marriage, legal separation 
agreement, or from an incidental property 
settlement agreement, by which the spouse 
of the borrower becomes an owner of the 
property; 

<8> a transfer into an inter vivos trust in 
which the borrower is and remains a benefi
ciary and which does not relate to a transfer 
of rights of occupancy in the property; or 

(9) any other transfer or disposition de
scribed in regulations prescribed by the Fed
eral Home Loan Bank Board. 

<e> The Federal Home Loan Bank Board, 
in consulation with the Comptroller of the 
Currency, is authorized to issue rules and 
regulations and to publish interpretations 
governing the implementation of this sec
tion. Notwithstanding the provisions of sub
section <d>. the rules and regulations pre
scribed under this section may permit a 
lender to exercise its option pursuant to a 
due on-sale clause with respect to a real 
property loan and any related agreement 
pursuant to which a borrower obtains the 
right to receive future income. 

(f) The Federal Home Loan Mortgage Cor
poration <hereinafter referred to as the 
"Corporation"> shall not, prior to April 1, 
1983, implement the change in its policy an
nounced on July 2, 1982, with respect to en
forcement of due-on-sale clauses in real 
property loans which are owned in whole or 
in part by the Corporation. 

(g) Federal Home Loan Bank Board regu
lations restricting the use of a balloon pay
ment shall not apply to a loan, mortgage, 
advance, or credit sale to which this section 
applies. 

PART D-MISCELLANEOUS 

ATTORNEYS FEES 

SEC. 351. Section 5<d><8><A> of the Home
owners' Loan Act of 1933 <12 U.S.C. 
1464<dX8><A» is amended by inserting in 
the last sentence thereof, alter the word 
"party", the following: ", which prevails,". 

SECURITY FOR ADVANCES 

SEC. 352. Section 10 of the Federal Loan 
Bank Act <12 U.S.C. 1430) is amended-

<1> by amending subsection <a> to read as 
follows: 

"<a> Each Federal Home Loan Bank is au
thorized to make secured advances to its 
members upon such security as the Board 
may prescribe."; 

(2) by striking out the first two sentences 
of subsection <b>; and 

(3) by striking out the word "twelve" 
wherever it appears in subsection (c) and in
serting in lieu thereof the word "twenty". 

DELETION OF OBSOLE1'1!: REQt1IIlEIIENT 

SEC. 353. Section 6<c><2> of the Federal 
Home Loan Bank Act <12 U.S.C. 1426<c)(2)) 
is amended to read as follows: 

"<2> Notwithstanding any other provision 
of this subsection. no action shall be taken 
by any bank with respect to any member 
pursuant to any of the foregoing provisions 
of this subsection if the effect of such 
action would be to cause the aggregate out
standing advances, within the meaning of 
the last sentence of subsection <c> of section 
1430 of this Act or within the meaning of 
regulations of said Board defining said term 
for the purposes of this sentence, made by 
such bank to such member to exceed twenty 
times the amounts paid in by such member 
for outstanding capital stock held by such 
member.". 

COMPENSATION OF ADVISORY COIDU'l.'TEE 
IIEIIBERS 

SEC. 354. Section 8a of the Federal Home 
Loan Bank Act <12 U.S.C. 1428a) is amended 
by striking out the fifth sentence and in
serting in lieu thereof the following: "Sub
Ject to the provisions of section 7 of the 
Federal Advisory Committee Act, all mem
bers and alternates of the Council may be 
compensated and shall be entitled to reim
bursement from the Board for traveling ex
penses incurred in attendance at meetings 
of such Council.". 

WITHDRAWAL FROK KEIIBERSHIP 

SEC. 355. <a> Section 6(1) of the Federal 
Home Loan Bank Act <12 U.S.C. 1426(1)) is 
amended by inserting before the period at 
the end of the second sentence the follow
ing: ", except that in the case of a voluntary 
withdrawal, such liquidation shall be 
deemed a prepayment of any such indeb
tednes, and shall be subject to any penalties 
applicable to such prepayment". 

<b> Section 6 of the Federal Home Loan 
Bank Act <12 U.S.C. 1426) is amended by 
adding at the end thereof the following: 

"<m> Nothwithstanding any other provi
sion of this Act, an institution which with
draws from membership may acquire mem
bership in any Federal Home Loan Bank 
only alter the expiration of a period of five 
years thereafter, except where such with
drawal is a consequence of a transfer of 
membership on a noninterrupted basis be
tween banks or in connection with obtaining 
a charter from the Federal Home Loan 
Bank Board.". 
TITLE IV-PROVISIONS RELATING TO 

NATIONAL AND MEMBER BANKS 
PART A-GENERAL PROVISIONS 

LENDING LDUTS 

SEC. 401. <a> Section 5200 of the Revised 
Statutes <12 U.S.C. 84> is amended to read 
as follows: 

"SEC. 5200. <a><l> The total loans and ex
tensions of credit by a national banking as
sociation to a person outstanding at one 
time and not fully secured, as determined in 
a manner consistent with paragraph <2> of 

this subsection, by collateral having a 
market value at least equal to the amount 
of the loan or extension of credit shall not 
exceed 15 per centum of the unimpaired 
capital and unimpaired surplus of the asso-
ciation. · 

"(2) The total loans and extensions of 
credit by a national banking association to a 
person outstanding at one time and fully se
cured by readily marketable collateral 
having a market value, as determined by re
liable and continuously available price quo
tations, at least equal to the amount of the 
funds outstanding shall not exceed 10 per 
centum of the unimpaired capital and unim
paired surplus of the association. This limi
tation shall be separate from and in addi
tion to the limitation contained in para
graph <1> of this subsection. 

"(b) For the purposes of this section-
"<1> the term 'loans and extensions of 

credit' shall fnclude all direct or indirect ad
vances of funds to a person made on the 
basis of any obligation of that person to 
repay the funds or repayable from specific 
property pledged by or on behalf of the 
person and to the extent specified by the 
Comptroller of the Currency, such term 
shall also include any liability of a national 
banking association to advance funds to or 
on behalf of a person pursuant to a contrac
tual commitment; and 

"(2) the term 'person' shall include an in
dividual, sole proprietorship, partnership, 
joint venture, association. trust, estate, busi
ness trust, corporation. or any similar entity 
or organization. 

"(c) The limitations contained in subsec
tion <a> shall be subject to the following ex
ceptions: 

"<1> Loans or extensions of credit arising 
from the discount of commercial or business 
paper evidencing an obligation to the person 
negotiating it with recourse <;hall not be 
subject to any limitation based on capital 
and surplus. 

"<2> The purchase of bankers' acceptances 
of the kind described in section 13 of the 
Federal Reserve Act and issued by other 
banks shall not be subject to any limitation 
based on capital and surplus. 

"(3) Loans and extensions of credit se
cured by bills of lading, warehouse receipts, 
or similar documents transferring or secur
ing title to readily marketable staples shall 
be subject to a limitation of 35 percentum of 
capital and surplus in addition to the gener
al limitations if the market value of the sta
ples securing each additional loan or exten
sion of credit at all times equals or exceeds 
115 per centum of the outstanding amount 
of such loan or extension of credit. The sta
ples shall be fully covered by insurance 
whenever it is customary to insure such sta
ples. 

"(4) Loans or extensions of credit secured 
by bonds, notes, certificates of indebtedness, 
or Treasury bills of the United States or by 
other such obligations fully guaranteed as 
to principal and interest by the United 
States shall not be subject to any limitation 
based on capital and surplus. 

"(5) Loans or extensions of credit to or se
cured by unconditional takeout commit
ments or guarantees of any department, 
agency, bureau, board, commission, or estab
lishment of the United States or any corpo
ration wholly owned directly or indirectly 
by the United States shall not be subject to 
any limitation based on capital and surplus. 

"<6> Loans or extensions of credit secured 
by a segregated deposit account in the lend
ing bank shall not be subject to any limita
tion based on capital and surplus. 
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"(7) Loans or extensions of credit to any 

financial institution or to any receiver, con
servator, superintendent of banks, or other 
agent in charge of the business and proper
ty of such financial institution, when such 
loans or extensions of credit are approved 
by the Comptroller of the Currency, shall 
not be subject to any limitation based on 
capital and snrplus. 

"<8> Loans and extensions of credit arising 
from the discount of negotiable or nonnego
tiable installment co:r.sumer paper which 
carries a full recourse endorsement or un
conditional guarantee by the person trans
ferring the paper shall be subject under this 
section to a maximum limitation equal to 25 
per centum of such capital and surplus, not
withstanding the collateral requirements set 
forth in subsection (a)(2): Provided, howev
er, That if the bank's files or the knowledge 
of its officers of the financial condition of 
each maker of such consumer paper is rea
sonably adequate, and an officer of the 
bank designated for that purpose by the 
board of directors of the bank certifies in 
writing that the bank is relying primarily 
upon the responsibility of each maker for 
payment of such loans or extensions of 
credit and not upon any full or partial re
course endorsement or guerantee by the 
transferor, the limitations of this '>ection as 
to the loans or extensions of credit of each 
such maker shall be the sole applicable loan 
limitations. 

"(9) Loans and extensions of credit se
cured by shipping documents or instru
ments transferring or securing title covering 
livestock or giving a lien on livestock when 
the market value of the livestock securing 
the obligation is not at any time less than 
115 per centum of the face amount of the 
note covered, shall be subject under this sec
tion, notwithstanding the collateral require
ments set forth in subsection <a>(2), to a 
maximum limitation equal to 25 per centum 
of such capital and sm1>lus. Loans and ex
tensions of credit which arise from the dis
count by dealers in dairy cattle of paper 
given in payment for dairy cattle, which 
paper carries a full recourse endorsement or 
unconditional guarantee of the seller, and 
which are secured by the cattle being sold, 
shall be subject under this section, notwith
standing the collateral requirements set 
forth in subsection <a><2>, to a limitation of 
25 per centum of such capital and surplus. 

"<10> Loans or extensions of credit to the 
Student Loan Marketing Association shall 
not be subject to any limitation based on 
capital and surplus. 

"(d) The Comptroller of the Currency 
may prescribe rules and regulations to ad
minister and carry out the purposes of this 
section, including rules or regulations to 
define or further define terms used in this 
section and to establish limits or require
ments other than those specified in this sec
tion for particular classes or categories of 
loans or extensions of credit. The Comptrol
ler of the Currency also shall have author
ity to determine when a loan putatively 
made to a person shall for purposes of this 
section be attributed to another person.". 

(b) This section shall take effect upon the 
expiration of one hundred and eighty days 
after the date of its enactment. 

BORROWING LIMITS 

SEc. 402. <a> Section 5202 of the Revised 
Statutes <12 U.S.C. 82> is repealed. 

REAL ESTATE LOANS 

SEC. 403. <a> Section 24 of the Federal Re
serve Act <12 U.S.C. 371> is amended to read 
as follows: 

"REAL ESTATE LOANS 

"SEc. 24. <a> Any national banking associa
tion may make, arrange, purchase, or sell 
loans or extensions of crectit secured by 
liens on interests in real estate, subject to 
such terms, conditions, and limitations as 
may be prescribed by the Comptroller of 
the Currency by order, rule, or regulation. 

"(b) Notes representing loans made under 
this section to finance the construction of 
residential or farm buildings and having ma
turities not to exceed nine months shall be 
eligible for discount as commercial paper 
within the terms of the second paragraph of 
section 13 of the Federal Reserve Act if ac
companied by a valid and binding agree
ment to advance the full amount of the loan 
upon the completion of the building entered 
into by an individual, partnership, associa
tion, or corporation acceptable to the dis
counting bank.". 

<b> The Act of September 7, 1916 <12 
U.S.C. 92; 39 Stat. 753), is amended as fol
lows: 

<1> by striking": and may also act as the 
broker or agent for others in making or pro
curing loans on real estate located within 
one hundred miles of the place in which 
said bank may be located, receiving for such 
services a reasonable fee or commission"; 

<2> by striking "guarantee either the prin
cipal or interest of any such loans or". 

<c> This section shall take effect upon the 
expiration of one hundred and eighty days 
after the date of its enactment. 

BANKERS' BANKS 

SEc. 404. <a> Section 5169 of the Revised 
Statutes <12 U.S.C. 27> is amended by 
adding at the end thereof the following: 
"The Comptroller of the Currency may also 
issue a certificate of authority to commence 
the business of banking pursuant to this 
section to a national banking association 
which is owned exclusively <except to the 
extent directors' qualifying shares are re
quired by law> by other depository institu
tions and is organized to engage exclusively 
in providing services for other depository in
stitutions and their officers, directors, and 
employees. Any national banking associa
tion chartered pursuant to the preceding 
sentence shall be subject to such rules, regu
lations, and orders as the Comptroller 
deems appropriate, and, except as otherwise 
specifically provided in such rules, regula
tions, or orders, shall be vested with or sub
ject to the same rights, privileges, duties, re
strictions, penalties, liabilities, conditions, 
and limitations that would apply under the 
national banking laws to a national bank.". 

<b> Section 5136 <Seventh) of the Revised 
Statutes <12 U.S.C. 24 <Seventh)) is amend
ed by striking out the matter following the 
phrase "Provided further, That," and insert
ing in lieu thereof the following: "notwith
standing any other provision of this para
graph, the association may purchase for its 
own account shares of stock of a bank in
sured by the Federal Deposit Insurance Cor
poration or a holding company which owns 
or controls such an insured bank if the 
stock of such bank or company is owned ex
clusively <except to the extent directors' 
qualifying shares are required by law> by de
pository institutions and such bank or com
pany and all subsidiaries thereof are en
gaged exclusively in providing services for 
other depository institutions and their offi
cers, directors, and employees, but in no 
event shall the total amount of such stock 
held by the association in any bank or hold
ing company exceed at any time 10 per 
centum of its capital stock and paid in and 
unimpaired surplus and in no event shall 

the purchase of such stock result in an asso
ciation's acquiring more than 5 per centum 
of any class of voting securities of such bank 
or company.". 

<c> Section S<b> of the Federal Deposit In
surance Act <12 U.S.C. 1818<b» is P.mended 
by adding at the end thereof the following: 

"(5) This section shall apply, in the same 
manner as it applies to any insured bank for 
which the appropriate Fedei.·al banking 
agency is the Comptroller of the Currency, 
to any national banking association char
tered by the Comptroller of the Cm·rency, 
including an uninsured association.". 

<d><l> Section 2<c> of the Bank Holding 
Company Act of 1956 <12 U.S.<:. 1841<c» is 
amended by adding at the end thereof the 
following: "The term 'bank' also includes a 
State chartered bank or a national banking 
association which is owned exclusively 
<except to the extent directors' qualifying 
shares are required by law> by other deposi
tory institutions or by a bank holding com
pany which is owned exclusively by other 
depository i:r.stitutions and is organized to 
engage exclusively in providing services for 
othe depository institutions and their offi
cers, directors and employees.". 

<2> Section 3<e> of such Act is amended by 
adding at the end thereof the following: 
"This subsection does not apply to a bank 
described in the last sentence of section 
2(c).". 

NAME OR HEADQUARTERS CHANGE 

SEC. 405. <a> Section 2 of the Act of May 1, 
1886 (24 Stat. 18; 12 U.S.C. 30) is amended 
to read as follows: 

"SEC. 2. <a> Any national banking associa
tion, upon written notice to the Comptroller 
of the Currency, may change its name, 
except that such new name shall include 
the word 'National'. 

"(b) Any national banking association, 
upon written notice to the Comptroller of 
the Currency, may change the location of 
its main office to any authorized branch lo
cation within the limits of the city, town, or 
village in which it is situated. or, with a vote 
of shareholders owning two-thirds of the 
stock of such association and upon receipt 
of a certificate of approval from the Comp
troller of the Currency, to any other loca
tion within or outside the limits of the city, 
town, or village in which it is located, but 
not more than thirty miles beyond such 
limits.". 

<b> The first proviso of section 5134 of the 
Revised Statutes <12 U.S.C. 22) is amended 
by placing a period after the word "nation
al" and striking the remainder of that sen
tence. 

VENUE PROVISIONS 

SEC. 406. Section 5198 of the Revised Stat
utes <12 U.S.C. 94> is amended to read as fol
lows: 

"SEC. 5198. Any action or proceeding 
against a national banking association for 
which the Federal Deposit Insurance Corpo
ration has been appointed receiver, or 
against the Federal Deposit Insurance Cor
poration as receiver of such association, 
shall be brought in the district or territorial 
court of the United States held within the 
district in which that association's principal 
place of business is located, or, in the event 
any State, county, or municipal court has 
jurisdiction over such an action or proceed
ing, in such court in the county or city in 
which that association's principal place of 
business is located.". 
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LEGAL HOLIDAYS 

SEc. 407. The last sentence of section 
4<b><l> of the Act of March 9, 1933 (48 Stat. 
2; 12 U.S.C. 95(b)(l)) is amended to read as 
follows: "In the event that a State official 
authorized by law designates any day as a 
legal holiday for ceremonial or emergency 
reasons, for the State or any part thereof, 
that same day shall be a legal holiday for all 
national banking associations or their of
fices located in that State or the part so af
fected. A national banking association or its 
affected offices may close or remain open on 
such a State-designated holiday unless the 
Comptroller of the Currency by written 
order directs otherwise.". 

UNCLAIMED PROPERTY 

SEc. 408. Title VII of the Depository Insti
tutions Deregulation and Monetary Control 
Act of 1980 is amended by adding after sec
tion 723 the following: 
"PART C-DISPOSITION OF UNCLAI.Mml PROP

ERTY RECOVERED FROM CLOSED NATIONAL 
BANKS 

''PURPOSE 

SEc. 731. The purpose of this part is to dis
pose of unclaimed property in the posses
sion, custody, or control of the Comptroller 
of the Currency by-

"<1) providing final notice of the availabil
ity of unclaimed property from closed na
tional banks and closed banks in the District 
of Columbia; 

"(2) barring rights of claimants to obtain 
such property from the Comptroller after a 
reasonable period of time following such 
notice; and 

"(3) authorizing the Comptroller to dis
pose of such property for which no claims 
have been filed and validated under this 
part. 

"DEFINITIONS 

"SEC. 732. For purposes of this part-
"(!) the term 'Comptroller' means the 

Comptroller of the Currency; 
"(2) the term 'unclaimed property' means 

any articles, items, assets, other property, or 
the proceeds thereof from safe deposit 
boxes or other safekeeping arrangements 
with closed national banks or closed banks 
in the District of Columbia, which are in 
the possession, custody, or control of the 
Comptroller in its capacity as successor to 
receivers of those banks; and 

"(3) the term 'claimant' means any person 
or entity, including a State under applicable 
statutory law, asserting a demonstrable 
legal interest in title to, or custody or pos
session of, unclaimed property. 

"DISPOSITION OF UNCLADIED PROPERTY 

"SEC. 733. <a> Within twelve months fol
lowing the date of the enactment of this 
part, the Comptroller shall publish formal 
notice in the Federal Register that all 
claims to rights of any claimant to obtain 
title to, or custody or possession of, any un
claimed property in the possession, custody, 
or control of the Comptroller must be filed 
within twelve months following the last 
date of publication of such formal notice in 
the Federal Register or shall thereafter be 
barred. Such notice shall contain the names 
of last known owners, if any, names and lo
cations of affected closed banks, and a gen
eral description of the types of unclaimed 
property held by the Comptroller. The 
Comptroller may provide additional notice 
in local communities as it deems appropri
ate. The Comptroller shall not disclose, by 
publication, inspection, or otherwise, infor
mation relating to the ownership or descrip
tion of any specific unclaimed property 

prior to publication of formal notice under 
this section. Thereafter, the Comptroller 
shall disclose descriptive information of spe
cific unclaimed property only to a claimant 
thereof. The Comptroller may recoup ex
penses associated with any publication or 
other provision of notice from any sale of 
property authorized by this part. Reasona
ble opportunity for inspection of specific 
property by a claimant thereof shall be pro
vided in Washington, District of Columbia. 

"(b) The Comptroller shall deliver such 
property to any claimant or his or her legal
ly authorized representative upon receiving 
proof deemed adequate by the Comptroller 
that such claimant is entitled to the proper
ty, but only if the claimant files for the 
property within twelve months following 
the last date formal notice is published in 
the Federal Register. The Comptroller shall 
have authority to determine the validity of 
all claims filed. The Comptroller may 
recoup expenses associated with the han
dling and processing of claims from any sale 
of property authorized by this part. All ex
penses associated with the delivery of any 
property shall be borne by the claimant. 
The Comptroller shall not be responsible 
for any loss in connection with the han
dling, storage, or delivery of any property to 
the claimant. The Comptroller may require 
the claimant to purchase insurance to cover 
the risk of any loss. 

"(c) If, after twelve months from the date 
formal notice is published in the Federal 
Register, any such property remains in the 
possession, custody, or control of the Comp
troller for which no valid claim has been 
filed, all rights, title, and interest in such 
property shall immediately be vested in the 
United States. The Comptroller shall there
upon, in his discretion, sell, use, destroy, or 
otherwise dispose of any such unclaimed 
property. Such disposition may include do
nations to the Smithsonian Institution for 
addition to the national collection. The pro
ceeds of any sale authorized by this section, 
after recoupment by the Comptroller of any 
expenses incurred hereunder, shall be cov
ered into the Treasury as miscellaneous re
ceipts. 

"<d> The United States, the Comptroller, 
or any officer, employee, or agent thereof 
shall not be subject to personal or legal li
ability for any determination as to the valid
ity of any claim or claims filed under this 
part for any delivery, sale, destruction, or 
other disposition of unclaimed property. 

"<e> A court action to determine legal 
ownership, entitlement, or right to posses
sion may be filed in any State or Federal 
court of competent jurisdiction other than 
against the United States, the Comptroller, 
or any officer, agent, or employee thereof. 
Such actions shall be determined de novo 
without regard to any agency determination 
or any disposition or delivery by the Comp
troller of any particular property to any 
person. The United States, the Comptroller, 
or any officer, employee, or agent thereof 
shall neither be a party to any such judicial 
proceeding nor be bound by any decision, 
decree, or order resulting therefrom. 

"(f) The United States Claims Court shall 
have exclusive jurisdiction to hear and de
termine any suit brought against the United 
States, the Comptroller, or any officer, em
ployee, or agent thereof with regard to any 
determination of a claim or the disposition 
of any unclaimed property. The United 
States Claims Court may set aside actions of 
the Comptroller only if such actions are 
found to be arbitrary, capricious, an abuse 
of discretion, or otherwise not in accordance 

with law. All claims for which the United 
States Claims Court has jurisdiction under 
this subsection shall be barred unless suit is 
filed within two years from the date of expi
ration of the twelve-month notice period 
provided by this part. For purposes of 
secton 1491 of title 28, United States Code, 
any claim against the Comptroller, the 
United States, or any officer, employeee, or 
agent thereof shall be considered a claim 
against the United States. 

"RULEMAKING AUTHORITY 

"SEc. 734. The Comptroller may issue 
rules and regulations necessary or appropri
ate to carry out this part. 

''SEVERABILITY 

"SEC. 735. If any provision of this part or 
the application of such provision to any 
person or circumstance is held invalid, the 
remainder of this part and the application 
of such provision to other persons or cir
cumstances shall not be affected thereby.". 

AMENDMENTS TO DEREGULATION ACT 

SEC. 409. Sections 721 and 722 of the De
pository Institutions Deregulation and Mon
etary Control Act of 1980 <12 U.S.C. 191 
note> are amended by striking out the 
phrase "closed on or before January 22, 
1934" each place it appears and inserting in 
lieu thereof "which have been closed and 
for which the Comptroller has appointed a 
receiver other than the Federal Deposit In
surance Corporation." 

BANKERS' ACCEPTANCES 

SEc. 410. The seventh paragraph of sec
tion 13 of the Federal Reserve Act <12 
U.S.C. 372) is amended to read as follows: 

"(7)<A> Any member bank and any Feder
al or State branch or agency of a foreign 
bank subject to reserve requirements under 
section 7 of the International Banking Act 
of 1978 <hereinafter in this paragraph re
ferred to as 'institutions'), may accept drafts 
or bills of exchange drawn upon it having 
not more than six months' sight to run, ex
clusive of days of grace-

"(i) which grow out of transactions involv
ing the importation or exportation of goods; 

"(ii) which grow out of transactions in
volving the domestic shipment of goods; or 

"<iii> which are secured at the time of ac
ceptance by a warehouse receipt or other 
such document conveying or securing title 
covering readily marketable staples. 

"<B> No institution shall accept such bills, 
or be obligated for a participation share in 
such bills, in an amount equal at any time in 
the aggregate to more than 150 per centum 
of its paid up and unimpaired capital stock 
and surplus or, in the case of a United 
States branch or agency of a foreign bank, 
its dollar equivalent as determined by the 
Board under subparagraph <H>. 

"<C> The Board, under such conditions as 
it may prescribe, may authorize, by regula
tion or order, any institution to accept such 
bills, or be obligated for a participation 
share in such bills, in an amount not exceed
ing at any time in the aggregate 200 per 
centum of its paid up and unimpaired cap
ital stock and surplus or, in the case of a 
United States branch or agency of a foreign 
bank, its dollar equivalent as determined by 
the Board under subparagraph <H>. 

"<D> Notwithstanding subparagraphs <B> 
and <C>, with respect to any institution, the 
aggregate acceptances, including obligations 
for a participation share in such accept
ances, growing out of domestic transactions 
shall not exceed 50 per centum of the aggre
gate of all acceptances, including obligations 
for a participation share in such accept-
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ances, authorized for such institution under 
this paragraph. 

"<E> No institution shall accept bills, or be 
obligated for a participation share in such 
bills, whether in a foreign or domestic trans
action, for any one person, partnership, cor
poration, association, or other entity in an 
amount equal at any time in the aggregate 
to more than 10 per centum of its paid up 
and unimpaired capital stock and surplus, 
or, in the case of a United States branch or 
agency of a foreign bank, its dbllar equiva
lent as determined by the Board pursuant 
to subparagraph <H>, unless the institution 
is secured either by attached documents or 
by some other actual security growing out 
of the same transaction as the acceptance. 

"<F> With respect to an institution which 
issues an acceptance, the limitations con
tained in subparagraphs <B>, <C>, and <E> 
shall not apply to that portion of an accept
ance which is issued by such institution and 
which is covered by a participation agree
ment sold to another institution. 

"<G> In order to carry out the purposes of 
this paragraph, the Board may define any 
of the terms used in this paragraph, and, 
with respect to institutions which do not 
have capital or capital stock, the Board 
shall define an equivalent measure to which 
the limitations contained in this paragraph 
shall apply. 

"<H> Any limitation or restriction in this 
paragraph based on paid up and unimpaired 
capital stock and surplus of an institution 
shall be deemed to refer, with respect to a 
United States branch or agency of a foreign 
bank, to the dollar equivalent of the paid up 
capital stock and surplus of the foreign 
bank, as determined by the Board, and if 
the foreign bank has more than one United 
States branch or agency the business trans
acted by all such branches and agencies 
shall be aggregated in determining compli
ance with the limitation or restriction.". 

BANKING AFFILIATES 

SEC. 411. <a> This section may be cited as 
the ''Banking Affiliates Act of 1982". 

(b) Section 23A of the Federal Reserve 
Act <12 U.S.C. 371c> is amended to read as 
follows: 

"SEC. 23A. (a) RESTIUCTIONS OR 'l'RANSAC
'l'IONS WITH AFFn.IATES.-

"(1) A member bank and its subsidiaries 
may engage in a covered transaction with an 
affiliate only if-

"<A> in the case of any affiliate, the aggre
gate amount of covered transactions of the 
member bank and its subsidiaries will not 
exceed 10 per centum of the capital stock 
and surplus of the member bank; and 

"<B> in the case of all affiliates, the aggre
gate amount of covered transactions of the 
member bank and its subsidiaries will not 
exceed 20 per centum of the capital stock 
and surplus of the member bank. 

"(2) For the purpose of this section any 
transaction by a member bank with any 
person shall be deemed to be a transaction 
with an affiliate to the extent that the pro
ceeds of the transaction are used for the 
benefit of, or transferred to, that affiliate. 

"(3) A member bank and its subsidiaries 
may not purchase a low-quality asset from 
an affiliate unless the bank or such subsidi
ary, pursuant to an independent credit eval
uation, committed itself to purchase such 
asset prior to the time such asset was ac
quired by the affiliate. 

"(4) Any covered transactions and any 
transactions exempt under subsection (d) 
between a member bank and an affiliate 
shall be on terms and conditions that are 
consistent with safe and sound banking 
practices. 

"(b) I).EFINITIONS.-For the purpose of this 
section-

"(!) the term 'affiliate' with respect to a 
member bank means-

"(A) any company that controls the 
member bank and any other company that 
is controlled by the company that controls 
the member bank; 

"<B> a bank subsidiary of the member 
bank; 

"(C) any company-
"(i) that is controlled directly or indirect

ly, by a trust or otherwise, by or for the 
benefit of shareholders who beneficially or 
otherwise control, directly or indirectly, by 
trust or otherwise, the member bank or any 
company that controls the member bank; or 

"(ii) in which a majority of its directors or 
trustees constitute a majority of the persons 
holding any such office with the member 
bank or any company that controls the 
member bank; 

"(D)(i) any company, including a real 
estate investment trust, that is sponsored 
and advised on a contractual basis by the 
member bank or any subsidiary or affiliate 
of the member bank; or 

"(ii) any investment company with respect 
to which a member bank or any affiliate 
thereof is an investment advisor as defined 
in section 2(a)(20) of the Investment Com
pany Act of 1940 <15 U.S.C. 80a-2<a>-
2<a><20)); and 

"(E) any company that the Board deter
mines by regulation or order to have a rela
tionship with the member bank or any sub
sidiary or affiliate of the member bank, 
such that covered transactions by thE' 
member bank or its subsidiary with that 
company may be affected by the relation
ship to the detriment of the member bank 
or its subsidiary; and 

"(2) the following shall not be considered 
to be an affiliate: 

"<A> any company, other than a bank, 
that is a subsidiary of a member bank, 
unless a determination is made under para
graph <l><E> not to exclude such subsidiary 
company from the definition of affiliate; 

"<B> any company engaged solely in hold
ing the premises of the member bank; 

"<C> any company engaged solely in con
ducting a safe deposit business; 

"(D) any company engaged solely in hold
ing obligations of the United States or its 
agencies or obligations fully guaranteed by 
the United States or its agencies as to prin
cipal and interest; and 

"<E> any company where control results 
from the exercise of rights arising out of a 
bona fide debt previously contracted, but 
only for the period of time specifically au
thorized under applicable State or Federal 
law or regulation or, in the absence of such 
law or regulation, for a period of two years 
from the date of the exercise of such rights 
or the effective date of this Act, whichever 
date is later, subject, upon application, to 
authorization by the Board for good cause 
shown of extensions of time for not more 
than one year at a time, but such extensions 
in the aggregate shall not exceed three 
years; 

"<3><A> a company or shareholder shall be 
deemed to have control over another compa
ny if-

"(i) such company or shareholder, directly 
or indirectly, or acting through one or more 
other persons owns, controls, or has power 
to vote 25 per centum or more of any class 
of voting securities of the other company; 

"(if) ·such company or shareholder con
trols in any manner the election of a majori
ty of the directors or trustees of the other 
company; or 

"(iii) the Board determines, after notice 
and opportunity for hearing, that such com
pany or shareholder, directly or indirectly, 
exercises a controlling influence over the 
management or policies of the other compa
ny; and 

"<B> notwithstanding any other provision 
of this section, no company shall be deemed 
to own or control another company by 
virtue of its ownership or control of shares 
in a fiduciary capacity, except as provided in 
paragraph <l><C> of this subsection or if the 
company owning or controlling such shares 
is a business trust; 

"( 4) the term 'subsidiary' with respect to a 
specified company means a company that is 
controlled by such specified company; 

"(5) the term 'bank' includes a State bank 
national bank, banking association, and 
trust company; 

"(6) the term 'company' means a corpora
tion, partnership, business trust, associa
tion, or similar organization and, unless spe
cifically excluded, the term 'company' in
cludes a 'member bank' and a 'bank'; 

"(7) the term 'covered transaction' means 
with respect to an affiliate of a member 
bank-

"(A) a loan or extension of credit to the 
affiliate; 

"<B> a purchase of or an investment in se
curities issued by the affiliate; 

"(C) a purchase of assets, including assets 
subject to an agreement to repurchase, from 
the affiliate, except such purchase of real 
and personal property as may be specifically 
exempted by the Board by order or regula
tion; 

"(D) the acceptance of securities issued by 
the affiliate as collateral security for a loan 
or extension of credit to any person or com
pany; or 

"<E> the issuance of a guarantee, accept
ance, or letter of credit, including an en
dorsement or standby letter of credit, on 
behalf of an affiliate; 

"(8) the term 'aggregate amount of cov
ered transactions' means the amount of the 
covered transactions about to be engaged in 
added to the current amount of all out
standing covered transactions; 

"(9) the term 'securities' means stocks, 
bonds, debentures, notes, or other similar 
obligations; and 

"<10> the term 'low-quality asset' means 
an asset that falls in any one or more of the 
following categories: 

"<A> an asset classified as 'substandard', 
'doubtful', or 'loss' or treated as 'other loans 
especially mentioned' in the most recent 
report of examination or inspection of an 
affiliate prepared by either a Federal or 
State supervisory agency; 

"<B> an asset in a nonaccrual status; 
"<C> an asset on which principal or inter

est payments are more than thirty days past 
due; or 

"(D) an asset whose terms have been re
negotiated or compromised due to the dete
riorating financial condition of the obligor. 

"(C) COLLATERIAL FOR CERTAIN 'l'RANSAC
TIONS WITH .AFFn.IATES.-

"(1) Each loan or extension of credit to, or 
guarantee, acceptance, or letter of credit 
issued on behalf of, an affiliate by a 
member bank or its subsidiary shall be se
cured at the time of the transaction by col
lateral having a market value equal to-

"<A> 100 per centum of the amount of 
such loan or extension of credit, guarantee, 
acceptance, or letter of credit, if the collat
eral is composed of-

"(i) obligations of the United States or its 
agencies; 
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"(ii) obligations fully guaranteed by the 

United States or its agencies as to principal 
and interest; 

"(iii) notes, drafts, bills of exchange or 
bankers' acceptances that are eligible for re
discount or purchase by a Federal Reserve 
Bank; or 

"<iv> a segregated, earmarked deposit ac
count with the member bank; 

"<B> 110 per centum of the amount of 
such loan or extension of credit, guarantee, 
acceptance, or letter of credit if the collater
al is composed of obligations of any State or 
political subdivision of any State; 

"<C> 120 per centum of the amount of 
such loan or extension of credit, guarantee, 
acceptance, or letter of credit if the collater
al is composed of other debt instruments, in
cluding receivables; or 

"<D> 130 per centum of the amount of 
such loan or extension of credit, guarantee, 
acceptance, or letter of credit if the collater
al is composed of stock, leases, or other real 
or personal property. 

"(2) Any such collateral that is subse
quently retired or amortized shall be re
placed by additional eligible collateral 
where needed to keep the percentage of the 
collateral value relative to the amount of 
the outstanding loan or extension of credit, 
guarantee, acceptance, or letter of credit 
equal to the minimum percentage required 
at the inception of the transaction. 

"(3) A low-quality asset shall not be ac
ceptable as collateral for a loan or extension 
of credit to, or guarantee, acceptance, or 
letter of credit issued on behalf of an affili
ate. 

"(4) The securities issued by an affiliate of 
the member bank shall not be acceptable as 
collateral for a loan or extension of credit 
to, or guarantee, acceptance, or letter of 
credit issued on behalf of, that affiliate or 
any other affiliate of the member bank. 

"(5) The collateral requirements of tllis 
paragraph shall not be applicable to an ac
ceptance that is already fully secured either 
by attached documents or by other property 
having an ascertainable market value that is 
involved in the transaction. 

"(d) Ex!:KPTioNs.-The provisions of this 
section, except paragraph <a><4>. shall not 
be applicable to-

"<1> any transaction, except for the pur
chase of a low-quality asset which is prohib
ited, with a bank-

"<A> which controls 80 per centum or 
more of the voting shares of the member 
bank; 

"<B> in which the member bank controls 
80 per centum or more of the voting shares; 
or 

"<C> in which 80 per centum or more of 
the voting shares are controlled by the com
pany that controls 80 per centum or more of 
the voting shares of the member bank; 

"(2) making deposits in an affiliated bank 
or affiliated foreign bank in the ordinary 
course of correspondent business, subject to 
any restrictions that the Board may pre
scribe by regulation or order; 

"(3) giving immediate credit to an affiliate 
for uncollected items received in the ordi
nary course of business; 

"( 4> making a loan or extension of credit 
to, or issuing a guarantee, acceptance, or 
letter of credit on behalf of, an affiliate that 
is fully secured by-

"<A> obligations of the United States or its 
agencies; 

"<B> obligations fully guaranteed by the 
United States or its agencies as to principal 
and interest; or 

"(C) a segregated • earmarked deposit ac
count with the member bank; 

"(5) purchasing securities issued by any 
company of the kinds described in section 
4<c><l> of the Bank Holding Company Act of 
1956; 

"<6> purchasing assets having a readily 
identifiable and publicly available market 
quotation and purchased at that market 
quotation; and 

"<7> purchasing from an affiliate a loan or 
extension of credit that was originated by 
the member bank and sold to the affiliate 
subject to a repurchase agreement or with 
recourse. 

"(e) RULEMAKING AND ADDITIONAL ExEMP
TIONS.-

"(1) The Board may issue such further 
regulations and orders, including definitions 
consistent with this section, as may be nec
essary to administer and carry out the pur
poses of this section and to prevent evasions 
thereof. 

"(2) The Board may, at its discretion. by 
regulation or order exempt transactions or 
relationships from the requirements of this 
section if it finds such exemptions to be in 
the public interest and consistent with the 
purposes of this section.". 

"(c) Section 23A of the Federal Reserve 
Act, as amended by this section, shall apply 
to any transaction entered into after the 
date of enactment of this Act, except for 
transactions which are the subject of a bind
ing written contract or commitment entered 
into on or before July 28, 1982, and except 
that any renewal of a participation in a loan 
outstanding on July 28, 1982, to a company 
that becomes an affiliate as a result of the 
enactment of this Act, or any participation 
in a loan to such an affiliate emanating 
from the renewal of a binding written con
tract or commitment outstanding on July 
28, 1982, shall not be subject to the collater
al requirements of this Act. 

"(d) Section 18(j) of the Federal Deposit 
Insurance Act <12 U.S.C. 1828(j)) is amend
ed by striking out, "within the meaning of 
section 2 of the Banking Act of 1933, and". 

"<e> Section 22<h><6><C> of the Federal Re
serve Act <12 U.S.C. 375b-<6><C» is repealed 
and subparagraphs <D> through <G> of such 
section are redesignated as subparagraphs 
<C> through <F>. respectively. 

"(f) Section 106<b><2><E> of the Bank 
Holding Company Amendments of 1970 <12 
U.S.C. 1972<2><E» is amended by striking 
out "the same meaning given it in section 
23A of the Federal Reserve Act" and insert
ing in lieu thereof "the meaning prescribed 
by the Board pursuant to section 22<h> of 
the Federal Reserve Act <12 U.S.C. 375>.". 

(g) Section 10<d> of the Federal Deposit 
InsUrance Act <12 U.S.C. 1820(d)) is amend
ed by inserting "as in section 2<d> of the 
Banking Act of 1933 <12 U.S.C. 221a(b)) 
and" after "shall have the same meaning". 

EXEIIPTION FROM RESERVE REQUIRDIENTS 

SEC. 412<a> Section 19<b><9> of the Federal 
Reserve Act <12 U.S.C. 461(b)(9)) is amend
ed-

<1> by inserting "<A>" after "<9> Exi:KP
TION.-"; and 

<2> by adding at the end thereof the fol
lowing: 

"<B> Requirements imposed under para
graph < 2 > of this subsection shall not apply 
to any depository institution which has less 
than $5,000,000 in deposits, which amount 
s~all be adjusted as provided in subpara
graph <C>. A depository institution which 
has less than $5,000,000, which amount 
shall be adjusted as provided in subpara
graph <C>. in total deposits shall remain 
exempt under this paragraph until has total 
deposits of at least $5,000,000, which 

amount shall be adjusted as provided in sub
paragraph <C>, for two consecutive calendar 
quarters. This subparagraph shall not apply 
to any United States branch or agency of a 
foreign bank or any organization operating 
under section 25 or section 25<a> of this Act. 

<C> Not later than December 31 of each 
year beginning in 1982, the Board shall 
issue a. regulation increasing for the next 
succeeding calendar year the dollar amount 
contained in subparagraph <B> <or which 
was last determined pursuant to this sub
paragraph) by an amount obtained by mul
tiplying such dollar amount by the percent
age increase in the total deposits of all de
pository institutions. The Board may calcu
late the amount of the increase by using in
formation on deposits received periodically 
by the Board for selected depository institu
tions. The increase in deposits shall be de
termined by subtracting the amount of such 
deposits on June 30th of the preceding cal
endar year from the amount of such depos
its on June 30th of the calendar year in
volved. No adjustment will be made for a de
crease in total deposits.". 

<b> Section 19<b><7> of the Federal Re
serve Act is amended by inserting "including 
those exempted under subparagraph <9><B>" 
after "Any depository institution". 

<c> Section 11A<c><2> of the Federal Re
serve Act is amended by inserting "including 
those exempted under subsection 19<b><9> of 
this Act" after "nonmember depository in
stitution". 

<d> This section shall take effect sixty 
days after the date of enactment of this Act. 

VISITORIAL POWERS 

SEc. 413. Section 5240 of the Revised Stat
utes <12 U.S.C. 484) is amended to read as 
follows: 

"SEC. 5240. No national bank shall be sub
ject to any visitorial powers except as au
thorized by Federal law, vested in the courts 
of justice or such as shall be, or have been 
exercised or directed by Congress or by 
either House thereof or by any committee 
of Congress or by either House thereof or 
by any committee of Congress or of either 
House duly authorized. Notwithstanding 
the preceding sentence, lawfully authorized 
State auditors and examiners may, at rea
sonable times and upon reasonable notice to 
a bank, review its records solely to ensure 
compliance with applicable State unclaimed 
property or escheat laws upon reasonable 
cause to believe that the bank has failed to 
comply with such laws.". 

REAL ESTATE HOLDING PERIOD 
SEC. 414. Section 5137 of the Revised Stat

utes <12 U.S.C. 29> is amended by striking 
out the last paragraph thereof and inserting 
in lieu thereof the following: 

"Notwithstanding the five-year holding 
limitation of this section or any other provi
sion of this title, any national banking asso
ciation which on the date of enactment of 
this paragraph held, directly or indirectly, 
real estate, including any subsurface rights 
or interests therein, that since December 31, 
1979, had not been valued on the books of 
such association for more than a nominal 
amount, may continue to hold such real 
estate, rights, or interests for such longer 
period of time as would be permitted a State 
chartered bank by the law of the State in 
which the association is located if the aggre
gate amount of earnings from such real 
estate, rights, or interests is separately dis
closed in the annual financial statements of 
the association.". 
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PART B-F'INANCIAL INSTITUTIONS 

REGULATORY ACT AMENDMENTS 
LOAN LIMITS 

SEc. 421. <a> Section 22(g) of the Federal 
Reserve Act < 12 U.S.C. 375a> is amended by 
striking out "not exceeding $60,000" in para
graph (2), and by striking out", not exceed
ing the aggregate amount of $20,000 out
standing at any one time," in paragraph <3>. 

<b> Paragraph <4> of section 22(g) of the 
Federal Reserve Act <12 U.S.C. 375a<4» is 
amended by striking "not exceeding the ag
gregate amount of $10,000 outstanding at 
any one time" and inserting in lieu thereof 
"in an amount prescribed in a regulation of 
the member bank's appropriate Federal 
banking agency". 

REPEAL OF REPORTING REQUIREMENT 
SEc. 422. Section 22(g) of the Federal Re

serve Act <12 U.S.C. 375a) is amended by 
striking out paragraph <9> and redesignating 
paragraph <10> as paragraph (9). 

APPROVAL OF CERTAIN LOANS 
SEc. 423. Paragraph <2> of section 22(h) of 

the Federal Reserve Act <12 U.S.C. 375b<2» 
is amended-

(!) by striking out "$25,000" and inserting 
in lieu thereof "an amount prescribed in a 
regulation of the appropriate Federal bank
ing agency"; and 

<2> by striking out "a majority of the 
entire" and inserting in lieu thereof "the". 

LOANS TO OFFICERS OF SUBSIDL\1UES 
SEc. 424. Subparagraphs <D> and <E> of 

section 22<h><6> of the Federal Reserve Act 
<12 U.S.C. 375b<6> <D> and <E» are amended 
by striking out ", or with any other subsidi
ary of such bank holding company" each 
place it appears therein. 

EXCLUSION OF FOREIGN BANKS 
SEC. 425. Section 18(j)(2) of the Federal 

Deposit Insurance Act <12 U.S.C. 1828(j)(2)) 
is amended by adding at the end thereof the 
following: "The provisions of this subsection 
shall not apply to any foreign bank, as de
fined in section l<b><7> of the International 
Banking Act of 1978 <12 U.S.C. 3101<7)), 
having an insured branch in the United 
States, but shall apply to the insured 
branch.". 

CIVIL MONEY PENALTIES 
SEc. 426. <a> Section 19(1)(1) of the Feder

al Reserve Act <12 U.S.C. 505<1»; section 
5<d><8><B>(i) of the Home Owners' Loan Act 
of 1933 <12 U.S.C. 1464(d)(8)(B)(i)); section 
8<b ><1 > of the Bank Holding Company Act 
of 1956 <12 U.S.C. 1847<b><1»; and section 
206(j)(2><A> of the Federal Credit Union Act 
<12 U.S.C. 1786(j)<2><A» are amended by in
serting before the period at the end of the 
first sentence thereof the following: ": Pro
vided, That the Board may, in its discretion, 
compromise, modify, or remit any civil 
money penalty which is subject to imposi
tion or has been imposed under authority of 
this subsection". 

<b> Section 407<k><3><A> of the National 
Housing Act <12 U.S.C. 1730<k><3><A»; sec
tion 408(j)(4><A> of the National Housing 
Act <12 U.S.C. 1730a<J><4><A»; and section 
18(j)(3><A> of the Federal Deposit Insurance 
Act <12 U.S.C. 1828(j)(3><A» are amended 
by inserting before the period at the end of 
the first sentence thereof the following: ": 
Provided, That the Corporation may, in its 
discretion, compromise, modify, or remit 
any civil money penalty which is subject to 
imposition or has been imposed under au
thority of this subse~tion". 

<c> Section 29<a> ::>f the Federal Reserve 
Act <12 U.S.C. 504<a»: section 8(i)(2)(i) of 

the Federal Deposit Insurance Act < 12 
U.S.C. 1818(1)(2)(1)); and section 
106<b><2><F><i> of the Bank Holding Compa
ny Act Amendments of 1970 <12 U.S.C. 
1972<2><F><i>> are amended by inserting 
before the period at the end of the first sen
tence thereof the following: ": Provided, 
That the agency having authority to impose 
a civil money penalty may, in its discretion, 
compromise, modify, or remit any civil 
money penalty which is subject to imposi
tion or has been imposed under such au
thority". 

<d> Each of the following provisions is 
amended by striking the term "shall" and 
inserting in lieu thereof the term "may"; 

<1> The second sentence of section 29<a> of 
the Federal Reserve Act <12 U.S.C. 504<a»; 

(2) The second sentence of section 19(1)(1) 
of the Federal Reserve Act <12 U.S.C. 505(1); 

<3> The second sentence of section 
5239<b><1> of the Revised Statutes <12 
u.s.c. 93(b)(l)); 

(4) The second sentence of section 8<b><l> 
of the Bank Holding Company Act of 1956 
(12 u.s.c. 1847(b)(l)); 

<5> The second sentence of section 
408(j)(4)(A) of the National Housing Act <12 
U.S.C. 1730(j)(4)(A)); 

(6) The second sentence of section 
8<i><2>(i) of the Federal Deposit Insurance 
Act <12 U.S.C. 1818<i><2><m; 

<7> The second sentence of section 
407(k)(3><A> of the National Housing Act 
<12 U.S.C. 1730(k)(3)<A»; 

<8> The second sentence of section 
5(d)(8)((B)(i) of the Home Owners' Loan 
Act of 1933 <12 U.S.C.1464(d)(8)(B)(i)); 

<9> The second sentence of section 
206<J><2><A> of the Federal Credit Union Act 
<12 U.S.C. 1786<J><2><A»; 

(10) The second sentence of section 
18(j)(3)<A> of the Federal Deposit Insurance 
Act <12 U.S.C. 1828<J><3><A»; and 

(11) The second sentence of section 
106(b)(2)(F)(i) of the Bank Holding Compa
ny Act Amendments of 1970 <12 
U.S.C.1972<2><F)(i)). 

<e> Sections 29<d> and 19(1)(4) of the Fed
eral Reserve Act (12 U.S.C. 504(d) and 
505<4», 18(j)(3)(D) and 8<i><2><iv> of the 
Federal Deposit Insurance Act <12 U.S.C. 
1828(j)(3)(D) and 1818(i)(2)(iv), 407(k)(3)(D) 
of the National Housing Act <12 U.S.C. 
1730<k><3><D», 5<d><8><B><iv> of the Home 
Owners' Loan Act of 1933 <12 U.S.C. 
1464<d><8><B><iv». 206<J><2><D> of the Feder
al Credit Union Act <12 U.S.C. 
1786<J><2><D», and 106<b><2><F><iv> of the 
Bank Holding Company Act Amendments of 
1970 <12 U.S.C. 1972<2><F><iv)) are amended 
by striking out "ten days from the date" in 
each section and inserting in lieu thereof 
"twenty days from the service". 

<f> Section 5239(b)(l) of the Revised Stat
utes <12 U.S.C. 93(b)(l)) is amended by 
striking out the word "chapter" and insert
ing in lieu thereof "title". 

(g) Section 5239<b><l> of the Revised Stat
utes <12 U.S.C. 93(b)(l)) is amended by in
serting before ", or any regulation issued 
pursuant thereto," the following: "or any of 
the provisions of the first section of the Act 
of September 28, 1962 <76 Stat. 688; 12 
U.S.C. 92a>". 

TECHNICAL AMENDMENTS 
SEc. 427. <a> Section 407<h><1> of the Na

tional Housing Act <12 U.S.C. 1730<h><l>> is 
amended-

(!) by striking out "persons" in the first 
sentence and inserting in lieu thereof 
"person"; and 

(2) by striking out "<3>" in the last sen
tence and inserting in lieu thereof "(2)". 

(b) The first sentence of section 8<b><3> of 
the Federal Deposit Insurance Act <12 
U.S.C. 1818(b)(3)) is amended by striking 
out "25A" and inserting in lieu thereof 
"25<a>". 

<c> Section 8<b> of the Federal Deposit In
surance Act <12 U.S.C. 1818(b)) is amended 
by adding at the end thereof the following: 

"(4) This subsection and subsections <c>. 
<d>. <h>, m. <k>. m. <m>, and <n> of this sec
tion shall apply to any foreign bank or com
pany to which subsection <a> of section 8 of 
the International Banking Act of 1978 ap
plies and to any subsidiary <other than a 
bank) of any such foreign bank or company 
in the same manner as they apply to a bank 
holding company and any subsidiary there
of <other than a bank) under subparagraph 
<3> of this subsection. For the purposes of 
this paragraph, the term 'subsidiary' shall 
have the meaning assigned to it in section 2 
of the Bank Holding Company Act of 
1956.". 

(d) Section 205(2) of the Depository Insti
tution Management Interlocks Act (12 
U.S.C. 3204<2» is amended by striking 
"25A" and inserting in lieu thereof "25<a>". 

MANAGEMENT INTERLOCKS 

SEc. 428. The Depository Institution Man
agement Interlocks Act is amended by 
adding at the end thereof the following new 
section: 

"SEc. 210. For the purpose of the exercise 
by the Attorney General of his enforcement 
functions under section 207(6) of this title, 
all of the functions and powers of the Attor
ney General under the Clayton Act are 
available to the Attorney General, irrespec
tive of any jurisdictional tests in the Clay
ton Act, including the power to take en
forcement actions in the same manner as if 
the violation had been a violation of the 
Clayton Act. All of the functions and 
powers of the Attorney General or the As
sistant Attorney General in charge of the 
Antitrust Division of the Department of 
Justice are available to the Attorney Gener
al or to such Assistant Attorney General to 
investigate possible violations under section 
207(6) of the title in the same manner as if 
such possible violations were possible viola
tions of the Clayton Act.". 

REMOVAL AUTHORITY 

SEC. 429. <a> Section 5(d) of the Home 
Owners' Loan Act of 1933 <12 U.S.C. 
1464(d)) is amended-

(!) by redesignating paragraphs <4> <C> 
through <E> as paragraphs <4> <D> through 
<F>. respectively, and by inserting after 
paragraph <4><B> the following new para
graph: 

"(C) Whenever, in the opinion of the 
Board, any director or officer of an associa
tion has committed a violation of the Depos
itory Institution Management Interlocks 
Act <12 U.S.C. 3201 et seq.), the Board may 
serve upon such director or officer a written 
notice of its intention to remove him from 
office or to prohibit his further participa
tion in any manner in the conduct of the af
fairs of the association."; 

<2> by striking out "(A) or <B>" each place 
it appears in paragraphs <4><D> and <4><F>. 
as redesignated, and inserting in lieu there
of "<A>, <B>, or <C>"; 

(3) by striking out "(E)'' in the second sen
tence of paragraph <4><D>. as redesignated, 
and inserting in lieu thereof "(F)"; 

(4) by striking out " (C)" in paragraph <F>, 
as redesignated, and inserting in lieu there
of "<D>"; 
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<5> by striking out, in paragraph <5><A>. 

"or <C>" and inserting in lieu thereof "(C), 
or <D>"; and 

<6> by striking out, in paragraph <12)(A), 
"(4)(C), <4><D>" and inserting in lieu thereof 
"(4)(D), <4><E>". 

<b><l> Section 407(g) of the National Hous
ing Act <12 U.S.C. 1730(g)) is amended-

<A> by redesignating paragraphs <3> 
through <5> as paragraphs <4> through <6>, 
respectively, and by inserting after para
graph <2> the following new paragraph: 

"<3> Whenever, in the opinion of the Cor
poration, any director or officer of an in
sured institution has committed a violation 
of the Depository Institution Management 
Interlocks Act <12 U.S.C. 3201 et seq.), the 
Corporation may serve upon such director 
or officer a written notice of its int.cntion to 
remove him from office or to prohibit his 
further participation in any manner in the 
conduct of the affairs of the institution."; 

(B) by striking out "or <2>" each place it 
appears in paragraphs <4> and <6>. as redes
ignated, and inserting in lieu thereof ", < 2 > 
or <3>"; 

<C> by striking out "<5>" in paragraph <4>. 
as redesignated, and inserting in lieu there
of "(6)"; and 

<D> by striking out "(3)" in paragraph (6), 
as redesignated, and inserting in lieu there
of "<4>". 

(2) Section 407<h><l> of the National 
Housing Act <12 U.S.C. 1730<h><l» is 
amended by striking out "or (3)" in the 
fourth sentence and inserting in lieu there
of "(3) or <4>". 

<3> Section 407<p><l> of the National Hous
ing Act <12 U.S.C. 1730(p)(l)) is amended by 
striking out "(g)(3), <~><4>," and inserting in 
lieu thereof "(g)(4), (g)(5),". 

<c><l> Section 206(g) of the Federal Credit 
Union Act <12 U.S.C. 1786(g)) is amended-

<A> by redesignating paragraphs <3> 
through <5> as paragraphs <4> through (6), 
respectively, and by inserting after para
graph <2> the following new paragraph: 

"(3) Whenever, in the opinion of the 
Board, any director, officer, or committee 
member of an insured credit union has com
mitted any violation of the Depository Insti
tution Management Interlocks Act <12 
U.S.C. 3201 et seq.), the Board may serve 
upon such director, officer, or committee 
member a written notice of its intention to 
remove him from office."; 

<B> by striking out "or <2>" each place it 
appears in paragraphs <4> or (6), as redesig
nated, and inserting in lieu thereof", <2>, or 
(3)"; 

<C> by striking out "(5)" in paragraph (4), 
as redesignated, and inserting in lieu there
of "<6>"; and 

<D> by striking out "(3)" in paragraph <6>, 
as redesignated, and inserting in lieu there
of "(4)". 

<2> Section 206<k> of the Federal Credit 
Union Act <12 U.S.C. 1786(k)) is amended by 
striking out "(3), <g><4>" and inserting in 
lieu thereof "(4), (g)(5)". 

<d><l> Section 8<e> of the Federal Deposit 
Insurance Act <12 U.S.C. 1818<e» is amend
ed-

<A> by redesignating paragraphs (3) 
through <5> as paragraphs <4> through (6), 
respectively, and by inserting after para
graph <2> the following new paragraph: 

"(3) Whenever, in the opinion of the ap
propriate Federal banking agency, any di
rector or officer of an insured bank has 
committed any violation of the Depository 
Institution Management Interlocks Act < 12 
U.S.C. 3201 et seq.), the agency may serve 
upon such director or officer a written 

notice of its intention to remove him from 
office."; and 

<B> by striking out "or <2>" each place it 
appears in paragraph <4>. as redesignated, 
and inserting in lieu thereof", <2>, or (3)". 

<2> Section 8<f> of the Federal Deposit In
surance Act <12 U.S.C. 1818(f)) is amended 
by striking out "(e)(5) or <e><7>'' and "(e)(l), 
<e><3>, or <e><7>" and inserting in lieu there
of "(e)(4)" and "(e)(l), <e><2>. or <e><3)", re
spectively. 

(3) Section 8<g><l> of the Federal Deposit 
Insurance Act <12 U.S.C. 1818(g)(l)) is 
amended by striking out "or <3>" in the pe
nultimate sentence and inserting in lieu 
thereof", (3), or <4>". 

(4) Section 8(j) of the Federal Deposit In
surance Act <12 U.S.C. 1818(j)) is amended 
by striking out "<e><3>, <e><4>" and inserting 
in lieu thereof "(e)(4), <e><5>". 

CORRESPONDENT ACCOUNTS 

SEc. 430. <a> Section 106<b><2> of the Bank 
Holding Company Act Amendments of 1970 
<12 U.S.C. 1972(2)) is amended-

< 1> by inserting in subparagraph <A> <12 
U.S.C. 1972<2><A» after the phrase "such 
other bank" the phrase "or to any related 
interest of such person"; 

(2) by inserting in subparagraph <B> <12 
U.S.C. 1972<2><B» after the phrase "desir
ing to open the account" the phrase "or to 
any related interest of such person"; 

<3> by inserting in subparagraph <C> <12 
U.S.C. 1972<2><C» after the phrase "such 
other bank" the phrase "or to any related 
interest of such person"; and 

<4> by inserting in subparagraph <D> <12 
U.S.C. 1972<2><D» after the phrase "an
other bank" the phrase "or to any rel9.ted 
interest of such person". 

<b> Section 106<b><2><G> of the Bank Hold
ing Company Act Amendments of 1970 <12 
U.S.C. 1972(2)(0)) is amended to read as fol
lows: 

"<G> For the purpose of this paragraph
"(i) the term 'bank' shall include any 

mutual savings bank; 
"(ii) the term 'related interest of such 

person' means any company controlled by 
such executive officer, director, or person, 
or any political or campaign committee the 
funds or services of which will benefit such 
executive officer, director, or person or 
which is controlled by such executive offi
cer, director, or person; and 

"(iii) the terms 'control of a company' and 
'company' shall have the same meaning as 
under section 22<h> of the Federal Reserve 
Act <12 U.S.C. 375b>.". 

DISCLOSURE OF MATERIAL FACTS 

SEc. 431. Section 7<k> of the Federal De
posit Insurance Act <12 U.S.C. 1817<k» is re
pealed. 

TECHNICAL .uo:NDIIENT 

SEC. 432. Section 1006<b><2> of the Federal 
Financial Institutions Examination Council 
Act of 1978 <12 U.S.C. 3305(b)(2)) is amend
ed by striking out "unaccepted" and insert
ing in lieu thereof "unacceptable". 
RIGHT TO FINANCIAL PRIVACY ACT .uo:NDIIENTS 

SEC. 433. <a> Section 1112 of the Right to 
Financial Privacy Act of 1978 <12 U.S.C. 
3412> is amended by adding at the end 
thereof the following new subsection: 

"<e> Notwithstanding section 1101<6> or 
any other provision of this title, the ex
change of financial records or other infor
mation with respect to a financial institu
tion among and between the five member 
supervisory agencies of the Federal Finan
cial Institutions Examination Council is per
mitted.". 

<b> Section 1114<b><2> of the Right to Fi
nancial Privacy Act of 1978 <12 U.S.C. 
3414<b><2» is amended by striking out "of" 
following the term "institution". 

MISCELLANEOUS AMENDMENT 

SEc. 434. Section 8<q> of the Federal De
posit Insurance Act <12 U.S.C. 1818<q» is 
amended by placing a period after the 
phrase "six-month period" in the first sen
tence and striking the remainder of that 
sentence. 

MISCELLANEOUS AMENDMENT 

SEc. 435. Section 4<a><2> of the Bank Hold
ing Company Act of 1956 <18 U.S.C. 
1843<a><2». as amended, is further amended 
by striking the phrase "December 31, 1982" 
in the last paragraph and substitutipg 
therefor the phrase "December 31, 1984". 

TITLE V-AMENDMENTS TO THE 
FEDERAL CREDIT UNION ACT 

CUSTODIAL ACCOUNTS 

SEC. 501. Section 101<5> of the Federal 
Credit Union Act <12 U.S.C. 1752<5» is 
amended by inserting ", and such terms 
mean custodial accounts established for 
loans sold in whole or in part pursuant to 
section 107<13)" after "section 207 of this 
Act". 

AUDIT OF NATIONAL CREDIT UNION 
ADMINISTRATION 

SEc. 502. Section 102<f> of the Federal 
Credit Union Act <12 U.S.C. 1752a<f» is 
amended by striking out "on a calendar year 
basis". 

ORGANIZATIONAL PROCESS 

SEC. 503. Section 103 of the Federal Credit 
Union Act <12 U.S.C. 1753) is r.mended by 
striking out "subscribe" and inserting in lieu 
thereof "each subscribe either individually 
or collectively". 

PAR VALUE OF SHARES 

SEc. 504. Section 103<4> of the Federal 
Credit Union Act <12 U.S.C. 1753(4)) is 
amended by inserting "initial" before "par 
value" and by striking out ", which shall be 
$5 each". 

INVESTMENT OF FEES 

SEC. 505. Section lOb of the Federal Credit 
Union Act <12 U.S.C. 1755> is amended by 
adding at the end thereof the following new 
subsection: 

"(e)(l) Upon request of the Board, the 
Secretary of the Treasury shall invest and 
reinvest such portions of the annual operat
ing fees deposited under subsection <d> as 
the Board determines are not needed for 
current operations. 

"(2) Such investments may be made only 
in interest bearing securities of the United 
States with maturities requested by the 
Board bearing interest at rates determined 
by the Secretary of the Treasury, taking 
into consideration current market yields on 
outstanding marketable obligations of the 
United States of comparable maturities. 

"<3> All income derived from such invest
ments and reinvestments shall be deposited 
to the account of the Administration de
scribed in subsection <d>.". 

TECHNICAL .uo:NDIIENT 

SEC. 506. Section 107<5><A> of the Federal 
Credit Union Act <12 U.S.C. 1757<5» is 
amended by striking out the period at the 
end of clause <ix> and inserting in lieu there
of a semicolon and by adding at the end 
thereof the following: 

"<x> loans must be approved by the credit 
committee or a loan officer, but no loan 
may be made to any member if, upon the 
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making of that loan, the member would be 
indebted to the Federal credit union upon 
loans made to him in an aggregate amount 
which would exceed 10 per centum of the 
credit union's unimpaired capital and sur
plus.". 

REAL ESTATE LENDING-IIAXIJIUK :MATURITY 

SJ:c. 507. Section 107<5><A><i> of the Feder
al Credit Union Act <12 U.S.C.1757(5)(A)(i)) 
is amended by inserting "or such other 
limits as shall be set by the National Credit 
Union Association Board" after "not exceed
ing thirty years". 

REAL ESTATE LENDING-MEDIAN PRICE RULE 

SEC. 508. Section 107<5><A><i> of the Feder
al Credit Union Act <12 U.S.C. 1757<5><A><m 
is amended by striking out "the sales price 
of which is not more than 150 per centum of 
the median sales price of residential real 
property situated in the geographical area 
<as determined by the board of directors> in 
which the property is located,". 

REAL ESTATE LENDING-IlEl'Il'fANCING 

SEC. 509. Section 107<5><A><i> of the Feder
al Credit Union Act <12 U.S.C. 1757<5><A)(i)) 
is amended by striking out "which is made 
to finance the acquisition of'' and inserting 
in lieu thereof "on" and by striking out 
"for'' the first time it appears and inserting 
in lieu thereof "that is or will be". 

REAL ESTATE LENDING-SBCOND MORTGAGES 

SEC. 510. Section 107<5><A><ii) of the Fed
eral Credit Union Act <12 U.S.C. 
1757<5><A><ll» is amended to read as follows: 

"<ii) a loan to finance the purchase of a 
mobile home, which shall be secured by a 
first lien on such mobile home, to be used 
by the credit union member as his resi
dence, or a second mortgage loan secured by 
a residential dwelling which is the residence 
of a credit union member shall have a matu
rity not to exceed fifteen years unless such 
loan is insured or guaranteed as provided in 
subparagraph <HD;". 

TDJIS OF GUARANTEED LOANS 

SEC. 511. Section 107<5><A><ill> of the Fed
eral Credit Union Act <12 U.S.C. 
1757<5><A><ill» is amended to read as fol
lows: 

"<ill> a loan secured by the insurance or 
guarantee of, or with advance commitment 
to purchase the loan by, the Federal Gov
ernment, a state government, or any agency 
of either may be made for the maturity and 
under the terms and conditions specified in 
the law under which such insurance, guar
antee, or commitment is provided;". 

LOANS TO DIRECTORS OR COIIIII'l'TD IRV'BJ:RS 

SJ:c. 512. Section 107(5)(A) <iv) and <v> of 
the Federal Credit Union Act <12 U.S.C. 
1757<5><A> <iv> and <v» are amended by 
striking out "$5,000" and inserting in lieu 
thereof "$10,000". 

REAL ESTATE LENDING-PARTIAL PAYJIENTS 

SEC. 513. Section 107<5><A><vill> of the 
Federal Credit Union Act <12 U .S.C. 
1757<5><A><vi11» is amended by inserting 
before the semicolon at the end thereof the 
following: ", except that on a first or second 
mortgage loan a Federal credit union may 
require that any partial prepayments <D be 
made on the date monthly installments are 
due, and <II> be in the amount of that part 
of one or more monthly installments which 
would be applicable to principal". 
I1fVESTID!:lfT IN STATE AND LOCAL GOVJ!:JUOIENT 

OBLIGAnOBS 
SI!IC. 51-l. Section 107<7> of the Federal 

Credit Union Act <12 U.S.C. 1757<7» is 
amended by adding at the end thereof the 

following "<L> investments in obligations of, 
or issued by, any State or political subdivi
sion thereof <including any agency, corpora
tion, or instrumentality of a State or politi
cal subdivision>, except that no credit union 
may invest more than 10 per centum of its 
unimpaired capital and surplus in the obli
gations of any one issuer <exclusive of gen
eral obligations of the issuer>; and." 

USE OF SPACE AND FACILITIES 

SEC. 515. Section 124 of the Federal Credit 
Union Act <12 U.S.C. 1770> is amended by 
adding at the end thereof the following: 
"For the purpose of this section, the term 
'services' includes, but is not limited to, the 
providing of lighting, heating, cooling, elec
tricity, office furniture, office machines and 
equipment, telephone service <including in
stallation lines and equipment and other ex
penses associated with telephone service), 
and security systems <including installation 
and other expenses associated with security 
systems>. Where there is an agreement for 
the payment of costs associated with the 
provision of rent or services, nothing in title 
31, United States Code, or any other provi
sion of law, shall be construed to prohibit or 
restrict payment by reimbursement to the 
miscellaneous receipts or other appropriate 
account of the Treasury.". 

INVESTMENT IN SECONDARY IIARKET 
INSTRUliENTS 

SEC. 516. Section 107<7><E> of the Federal 
Credit Union Act <12 U.S.C. 1757<7><E» is 
amended by inserting after the last semi
colon the following: "or in obligations, par
ticipations, securities, or other instruments 
of, or issued by, or fully guaranteed as to 
principal and interest by any other agency 
of the United States and a Federal credit 
union may issue and sell securities which 
are guaranteed pursuant to section 306(g) of 
the National Housing Act;". 

DEPOSIT IN OUT-oF-STATE INSURED STATE 
BANKS 

SEC. 517. Section 107<8> of the Federal, 
Credit Union Act <12 U.S.C. 1757<8» is 
amended by inserting after "in which the 
Federal credit union does business," the fol
lowing: "or in banks or institutions the ac
counts of which are insured by the Federal 
Deposit Insurance Corporation or the Fed
eral Savings and Loan Insurance Corpora
tion,". 

JIONEY TRANSFER SERVICES 

SEC. 518. Section 107(12) of the Federal 
Credit Union Act <12 U.S.C. 1757<12» is 
amended-

(!) by striking out "and money orders" 
and inserting in lieu thereof ". money 
orders, and other similar money transfer in
struments"; and 

<2> by striking out all after "for a fee" and 
inserting in lieu thereof a semicolon. 

AIOroAL JIDTillfGS 

SJ:c. 519. Section 110 of the Federal Credit 
Union Act <12 U.S.C. 1760) is amended to 
read as follows: 

"IIEIIBERS' IIEETINGS 

"SJ:c. 110. The fiscal year of all Federal 
credit unions shall end December 31. The 
annual meeting of each Federal credit union 
shall be held at such place as its bylaws 
shall prescribe. Special meetings may be 
held in the manner indicated in the bylaws. 
No metnber shall be entitled to vote by 
proxy, but a member other than a natural 
person may vote through an agent designat
ed for the purpose. Irrespective of the 
number of shares held. no member shall 
have more than one vote.". 

TECHNICAL WORDING CHANGES IN MANAGEMENT 
AUTHORITY 

"SEC. 520. Section 111 of the Federal 
Credit Union Act <12 U.S.C. 1761> is amend
ed to read as follows: 

''MANAGEMENT 

"SEC. 111. The management of a Federal 
credit union shall be by a board of directors, 
a supervisory committee, and where the 
bylaws so provide, a credit committee. The 
board shall consist of an odd number of di
rectors, at least five in number, to be elected 
annually by and from the members as the 
bylaws provide. Any vacancy occurring on 
the board shall be filled until the next 
annual election by appointment by the re
mainder of the directors. The supervisory 
committee shall be appointed by the board 
of directors and shall consist of not less 
than three members nor more than five 
members, one of whom may be a director 
other than the compensated officer of the 
board. A record of the names and addresses 
of the executive officers, members of the su
pervisory committee, credit committee, and 
loan officers, shall be filed with the Admin
istration within ten days after their election 
or appointment. No member of the board or 
of any other committee shall, as such, be 
compensated, except that reasonable 
health, accident, similar insurance protec
tion, and the reimbursement of reasonable 
expenses incurred in the execution of the 
duties of the position shall not be consid
ered compensation.". 

ELIJIINATION OF SPECIPIC BD'ERENCE TO THE 
TITLES OF THE OFFICERS OF THE BOARD 

"SEC. 521. Section 112 of the Federal 
Credit Union Act <12 U.S.C. 176l<a» is 
amended to read as follows: 

"OFFICERS OF THE BOARD 

"SEC. 112. At their first meeting after the 
annual meeting of the members, the direc
tors shall elect from their number the board 
officers specified in the bylaws. Only one 
board officer may be compensated as an of
ficer of the board and the bylaws shall 
specify such position as well as the specific 
duties of each of the board officers. The 
board shall elect from their number a finan
cial officer who shall give bond with good 
and sufficient surety, in an amount and 
character to be determined by the board of 
directors in compliance with regulations 
prescribed from time to time by the board 
conditioned upon the faithful performance 
of the officer's trust.". 
CLARIFICATION OF BOARD OF DIRECTOR'S DUTIES 

SEC. 522. Section 113 of the Federal Credit 
Union Act <12 U.S.C. 176l<b) is amended to 
read as follows: 
"BOARD OF DIRECTORS; JIDTillfGS, POWERS AND 

DUTIES; .EXECUTIVE COIIIII'l'TD; IIEIIBERSHIP 
OFFICERS; JIEIIBERSHIP APPLICATIOKS 

"SJ:c. 113. The board of directors shall 
meet at least once a month and shall have 
the general directions and control of the af
fairs of the Federal credit union. Minutes of 
all meetings shall be kept. Among other 
things, the board of directors shall-

"(1) act upon applications for membership 
or appoint membership officers from among 
the members of the board of directors, 
other than the board member paid as an of
ficer, the financial board officer, any assist
ant to the paid officer of the boa.rd or to the 
financial officer, or any loan officer; 

"<2> require any officer or employee 
having custody of or handling funds to give 
bond with good and sufficient surety in an 
amount and character in compliance with 
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regulations of the board, and authorize the 
payment of the premium or premiums 
therefor from the funds of the Federal 
credit unions; 

"(3) fill vacancies on the board of direc
tors until successors elected at the next 
annual meeting have qualified; 

"(4) if the bylaws provide for an elected 
credit committee, fill vacancies on the credit 
committee until successors elected at the 
next annual meeting have qualified; 

"(5) appoint the members of the supervi
sory committee and, if the bylaws so pro
vide, appoint the members of the credit 
committee; 

"(6) have charge of investments including 
the right to designate an investment com
mittee of not less than two to act on its 
behalf; 

"(7) determine the maximum number of 
shares, share certificates, and share draft 
accounts, and the classes of shares, share 
certificates, and share draft accounts; 

"(8) subject to any limitations of this sub
chapter, determine the interest rates on 
loans, the security, and the maximum 
amount which may be loaned and provided 
in lines of credit; 

"(9) authorize interest refunds to mem
bers of record at the close of business on the 
last day of any dividend period from income 
earned and received in proportion to the in
terest paid them during the dividend period; 

"<10> if the bylaws so provide, appoint one 
or more loan officers and delegate to these 
officers the power to approve or disapprove 
loans, lines of credit, or advances from lines 
of credit; 

"<11> establish the par value of the share; 
"<12> subject to the limitations of this title 

and the bylaws of the credit union, provide 
for the hiring and compen:;ation of officers 
and employees; 

"(13) if the bylaws so provide, appoint an 
executive committee of not less than three 
directors to act on its behalf and any other 
committees to which it can delegate specific 
functions; 

"(14) prescribe conditions and limitations 
for any committee which it appoints; 

"(15) review at each monthly meeting a 
list of approved or pending applications for 
membership received since the previous 
monthly meeting together with such other 
related information as it or the bylaws re
quire; 

"(16) provide for the furnishing of the 
written reasons for any denial of a member
ship application to the applicant upon the 
written request of the applicant; 

"<17) in the absence of a credit committee, 
and upon the written request of a member, 
review a loan application denied by a loan 
officer; 

"<18> declare the dividend rate to be paid 
on shares, share certificates, and share draft 
accounts pursuant to the terms and condi
tions of section 117; 

"<19> establish and maintain a system of 
internal controls consistent with the regula
tions of the Board; 

"(20) establish lending policies; and 
"(21) do all other things that are neces

sary and proper to carry out all the pur
poses and powers of the Federal credit 
union, subject to regulations issued by the 
Board.". 

OPTIONAL CREDIT COJOIITTEE 

SEC. 523. Section 114 of the Federal Credit 
Union Act <12 U.S.C. 1761c> is amended to 
read as follows: 

''CREDIT COllllii.ITTEE 

"SEC. 114. <a> If the bylaws provide for a 
credit committee, then pursuant to the pro-

visions of the bylaws, the board of directors 
may appoint or the members may elect a 
credit committee which shall consist of an 
odd number of members of the credit union, 
but which shall not include more than one 
loan officer. The method used shall be set 
forth in the bylaws. The credit committee 
shall hold such meetings as the business of 
the Federal credit union may require, not 
less frequently than once a month, to con
sider applications for loans or lines of credit. 
Reasonable notice of such meetings shall be 
given to all members of the committee. 
Except for those loans or lines of credit re
quired to be approved by the board of direc
tors in section 107<5> of this Act, approval of 
an application shall be by majority of the 
committee who are present at the meeting 
at which it is considered provided that a ma
jority of the full committee is present. The 
credit committee may appoint and delegate 
to loan officers the authority to approve ap
plications. 

"(b) If the bylaws provide for a credit 
committee, all applications not approved by 
the loan officer shall be reviewed by the 
credit committee, and the approval of a ma
jority of the members who are present at 
the meeting when such review is undertak
en shall be required to reverse the loan offi
cer's decision provided a majority of the full 
committee is present. If there is no credit 
committee, a member shall have the right 
upon written request of review by the board 
of directors of a loan application which has 
been denied. No individual shall have au
thority to disburse funds of the Federal 
credit union with respect to any loan or line 
of credit for which the application has been 
approved by him in his capacity as a loan of
fleer.". 
REQUIRDIENT THAT CREDIT UNION PAY ON ALL 

DOLLARS APTER PURCHASE OF I'ULL SHABE 

SEC. 524. Section 117 of the Federal Credit 
Union Act <12 U.S.C. 1763) is amended to 
read as follows: 

''DIVIDENDS 

"SEC. 117. At such intervals as the board 
of directors may authorize, and after provi
sion for required reserves, the board of di
rectors may declare, pursuant to such regu
lations as may be issued by the Board, a div
idend to be paid at different rates on differ
ent types of share, at different rates and 
maturity dates in the case of share certifi
cates, and at different rates on different 
types of share draft accounts. Dividends 
credit may be accrued on various types of 
shares, share certificates, and share draft 
accounts as authorized by the board of di
rectors. If the par value of a share exceeds 
$5, dividends shall be paid on all funds in 
the regular share account once a full share 
has been purchased.". 

NONPARTICIPATION 

SEC. 525. Section 118 of the Federal Credit 
Union Act (12 U.S.C. 1764) is amended to 
read as follows: 

''EXPULSION AND WITHDRAWAL 

"SEC. 118. <a> Except for those circum
stances set out in subsection <b> of this sec
tion, a member may be expelled by a two
thirds vote of the members of a Federal 
credit union present at a special meeting 
called for the purpose, but only after oppor
tunity has been given him to be heard. 

"(b) The board of directors of a Federal 
credit union may, by majority vote of a 
quorum of directors, adopt a policy with re
spect to expulsion from membership based 
on nonparticipation by a member in the af-
fairs of the credit union. In establishing its 

policy, the board should consider a mem
ber's failure to vote in annual credit union 
elections or failure to purchase shares from, 
obtain a loan from. or lend to the Federal 
credit union. If such a policy is adopted, 
written notice of the policy as adopted and 
the effective date of such policy shall be 
mailed to each member of the credit union 
at the member's current address appearing 
on the records of the credit union not less 
than thirty days prior to the effective date 
of such policy. In addition, each new 
member shall be provided written notice of 
any such policy prior to or upon applying 
for membership. 

"(c) Withdrawal or expulsion of a member 
pursuant to either subsection <a> or (b) of 
this section shall not operate to relieve him 
from liability to the Federal credit union. 
The amount to be paid a withdrawing or ex
pelled member by an Federal credit union 
shall be determined and paid in a manner 
specified in the bylaws.". 

NATIONAL CREDIT UNION ADMIBISTRATION 
BOARD'S REGULATORY AUTHORITY 

SEC. 526. Section 122<a> of the Federal 
Credit Union Act <12 U.S.C. 1766 <a» is 
amended by adding at the end thereof the 
following: "Any central credit union char
tered by the board shall be subject to such 
rules, regulations, and orders as the Board 
deems appropriate and. except as otherwise 
specifically provided in such rules, regula
tions, or orders, shall be vested with or sub
ject to the same rights, privileges, duties, re
strictions, penalties, liabilities, conditions, 
and limitations that would apply to all Fed
eral credit unions under this Act.". 

CHARTER CONVERSION 

SEC. 527. Section 125<a><l> of the Federal 
Credit Union Act <12 U.S.C. 177l<a><l» is 
amended by striking out the last sentence 
and inserting in lieu thereof the following: 
"Approval of the proposition for conversion 
shall be by the affirmative vote of a majori
ty of the members of the credit union who 
vote on the proposal. The written notice of 
the proposition shall in bold face type state 
that the issue will be decided by a majority 
of the members who vote.". 
ELDIIBATION OF DISCR.IJIDI'ATORY INSURANCE 

PRDUUII ASSESSMENT FOR DEPOSITS OP' 
STATE CHARTERED CREDIT UNIONS 

SEC. 528. Section 202<h><3> of the Federal 
Credit Union Act <12 U.S.C. 1782(h)(3)) is 
amended to read as follows: 

"(3) the term 'members accounts' when 
applied to the premium charge for insur
ance of accounts shall not include amounts 
received from other credit unions, the ac
counts of which are federally insured or in
sured or guaranteed by a fund established 
under State law or regulation for this pur
pose, in excess of the insured account limit 
set forth in section 207<c><l>;". 
ELIIIIBATION OP' PARTIAL INSURANCE PRDIIUIIS 

AND REBATES 

SEC. 529. Section 202<c> of the Federal 
Credit Union Act <12 U.S.C. 1782(c)) is 
amended by striking out paragraphs <3> and 
<6> and by redesignating paragraphs <4> and 
<5> as paragraphs (3) and <4>, respectively. 

AUTHORIZATION FOR :rtJlfD TO BORROW I'ROII 
CENTRAL LIQUIDITY FACILITY 

SEC. 530. Section 203 of the Federal Credit 
Union Act <12 U.S.C. 1783> is amended by 
adding at the end thereof the following: 

"(f) In addition to the authority to borrow 
from the Secretary of the Treasury provid
ed in subsection <d>, if in the judgment of 
the Board, a loan to the fund is required at 
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any time for carrying out the purposes of 
this title, the fund is authorized to borrow 
from the National Credit Union Administra
tion Central Liquidity Facility.". 

CENTRAL LIQUIDITY FACILITY LENDING AND 
INVESTMENT AUTHORITY 

SEc. 531. Section 307<a> of the Federal 
Credit Union Act <12 U.S.C. 1795f(a)) is 
amended-

< 1> by sti:iking out "and" at the end of 
paragraph <15>; 

<2> by striking out the period at the end of 
paragraph <16> and inserting in lieu thereof 
a semicolon; and 

<3> by adding at the end thereof the fol
lowing: 

"<17> exercise such incidental powers as 
shall be necessary or requisite to enable it 
to carry out effectively the purposes for 
which the Facility is incorporated; and 

"<18) advance funds to the National Credit 
Union Share Insurance Fund under such 
terms and conditions as may be established 
by the Board.". 

CENTRAL LIQUIDITY FACILITY AS AGENT OF 
FEDERAL RESERVE SYSTEM 

SEC. 532. Title III of the Federal Credit 
Union Act <12 U.S.C. 1795 through 1795i> is 
amended by adding at the end thereof the 
following: 

AGENT OF THE FEDERAL RESERVE SYSTEM 

"SEC. 311. The Facility is authorized to act 
upon the request of the Board of Governors 
of the Federal Reserve System as an agent 
of the Federal Reserve System in matters 
pertaining to credit unions under such 
terms and conditions as may be established 
by the Board of Governors of the Federal 
Reserve System.". 
TITLE VI-PROPERTY, CASUALTY, 

LIFE INSURANCE ACTIVITIES OF 
BANK HOLDING COMPANIES 

AMENDMENT TO THE BANK HOLDING COMPANY 
ACT OF 1956 

SEC. 601. Section 4<c><8> of the Bank Hold
ing Company Act of 1956 <12 U.S.C. 
1843<c><8» is amended by striking out the 
period at the end of the first sentence and 
inserting in lieu thereof the following. ", but 
for purposes of this subsection it is not 
closely related to banking or managing or 
controlling banks for a bank holding compa
ny to provide insurance as a principal, 
agent, or broker except <A> where the insur
ance is limited to assuring repayment of the 
outstanding balance due on a specific exten
sion of credit by a bank holding company or 
its subsidiary in the event of the death, dis
ability, or involuntary unemployment of the 
debtor; <B> in the case of a finance company 
which is a subsidiary of a bank holding com
pany, where the insurance is also limited to 
assuring repayment of the outstanding bal
ance on an extension of credit in the event 
of loss or damage to any property used as 
collateral on such extension of credit and, 
during the period beginning on the date of 
the enactment of this subparagraph and 
ending on December 31, 1982, such exten
sion of credit is not more than $10,000 
($25,000 in the case of an extension of credit 
which is made to finance the purchase of a 
residential manufactured home and which 
is secured by such residential manufactured 
home> and for any given year after 1982, 
such extension of credit is not more than an 
amount equal to $10,000 <$25,000 in the case 
of an extension of credit which is made to 
finance the purchase of a residential manu
factured home and which is secured by such 
residential manufactured home> increased 
by the percentage increase in the Consumer 

Price Index for urban wage earners and 
clerical workers published monthly by the 
Bureau of Labor Statistics for the period be
ginning on January 1, 1982, and ending on 
December 31 of the year preceding the year 
in which such extension of credit is made; 
<C> any insurance agency activity in a place 
that (i) has a population not exceeding five 
thousand <as shown by the last preceeding 
decennial census), or (ii) the bank holding 
company, after notice and opportunity for a 
hearing, demonstrates has inadequate insur
ance agency facilities; <D> any insurance 
agency activity which was engaged in by the 
bank holding company or any of its subsidi
aries on May 1, 1982, or which the Board ap
proved for such company or any of its sub
sidiaries on or before May 1, 1982, including 
(i) sales of insurance at new locations of the 
same bank holding company or the same 
subsidlary or subsidiaries with respect to 
which insurance was sold on May 1, 1982, or 
approved to be sold on or before May 1, 
1982, if such new locations are confined to 
the State in which the principal place of 
business of the bank holding company is lo
cated, any State or States immediately adja
cent to such State, and any State or States 
in which insurance activities were conducted 
by the bank holding company or any of its 
subsidiaries on May 1, 1982, or were ap
proved to be conducted by the bank holding 
company or any of its subsidiaries on or 
before May 1, 1982, and (ii) sales of insur
ance coverages which may become available 
after May 1, 1982, so long as those coverages 
insure against the same types of risks as, or 
are otherwise functionally equivalent to, 
coverages sold on May 1, 1982, or approved 
to be sold on or before May 1, 1982, <for pur
poses of this subparagraph, activities en
gaged in or approved by the Board on May 
1, 1982, shall include activities carried on 
subsequent to that date as the result of an 
application to engage in such activities 
pending on May 1, 1982, and approved sub
sequent to that date or of the acquisition by 
such company pursuant to a binding written 
contract entered into on or before May 1, 
1982, of another company engaged in such 
activities at the time of the acquisition>; <E> 
any insurance activity where the activity is 
limited solely to supervising on behalf of in
surance underwriters the activities of retail 
insurance agents who sell (i) fidelity insur
ance and property and casualty insurance 
on the real and personal property used in 
the operations of the bank holding company 
or any of its subsidiaries, and (ii) group in
surance that protects the employees of the 
bank holding company or any of its subsidi
aries; or <F> any insurance agency activity 
engaged in by a bank holding company, or 
any of its subsidiaries, which bank holding 
company has total assets of $50,000,000 or 
less: Provided, however, That such bank 
holding company and its subsidiaries may 
not engage in the sale of life insurance or 
annuities except as provided in subpara
graph <A>, <B>, or <C>.". 

TITLE VII-MISCELLANEOUS 
AMENDMENT TO THE TRUTH IN LENDING ACT 

SEC. 701. <a> Section 104 of the Truth in 
Lending Act <15 U.S.C. 1601> is amended by 
adding at the end thereof the following: 

"<6> Loans made, insured, or guaranteed 
pursuant to a program authorized by title 
IV of the Higher Education Act of 1965 (20 
U.S.C. 1070 et seq.).". 

<b> Loans made, insured, or guaranteed 
pursuant to a program authorized by title 
IV of the Higher Education Act of 1965 (20 
U.S.C. 1070 et seq.) shall not be subject to 

any disclosure requirements of any State 
law. 

<c> The amendment made by subsection 
(a) and subsection <b> shall be effective both 
with respect to loans made prior to and 
after the date of enactment of this Act. 

DEFINITION OF CREDITOR 

SEC. 702. Section 103<f> of the Truth in 
Lending Act <15 U.S.C. 1602(f)) is amended 
to read as follows: 

"(f) The term 'creditor' refers only to a 
person who both < 1) regularly extends, 
whether in connection with loans, sales of 
property or services, or otherwise, consumer 
credit which is payable by agreement in 
more than four installments or for which 
the payment of s. finance charge is or may 
be required, and <2> is the person to whom 
the debt arising from the consumer credit 
transaction is initially payable on the face 
of the evidence of indebtedness or, if there 
is no such evidence of indebted.11ess, by 
agreement. Notwithstanding the preceding 
sentence, in the case of an open-end credit 
plan involving a credit card, the card issuer 
and any person who honors the credit card 
and offers a discount which is a finance 
charge are creditors. For the purpose of the 
requirements imposed under chapter 4 and 
sections 127<a><5>, 127<a><6>, 127<a><7>, 
127<b><1>, 127<b><2>, 127<b><3>, 127<b><8>, and 
127(b)(10) of chapter 2 of this title, the 
term 'creditor' shall also include card issuers 
whether or not the amount due is payable 
by agreement in more than four install
ments or the payment of a finance charge is 
or may be required, and the Board shall, by 
regulation, apply these requirements to 
such card Issuers, to the extent appropriate, 
even though the requirements are by their 
terms applicable only to creditors offering 
open-end credit plans.". 

EFFECTIVE DATE 

SEc. 703. The amendment made by section 
702 shall take effect on the effective date of 
title VI of the Depository Institutions De
regulation and Monetary Control Act of 
1980. 

INDUSTRIAL BANKS ELIGIBILITY FOR FDIC 
INSURANCE 

SEc. 704. <a> Section 3<a> of the Federal 
Deposit Insurance Act <12 U.S.C. 1813<a» is 
amended by inserting "industrial bank or 
similar financial institution which the 
Board of Directors finds to be operating 
substantially in the same manner as an in
dustrial bank.'' before "or other banking in
stitution". 

<b> Section 3(1)(1) of such Act <12 U.S.C. 
1813(1)<1)) is amended by inserting "thrift 
certificate, investment certificate, certificate 
of indebtedness, or other similar name," 
before "or a check or draft drawn against a 
deposit account". 

<c> Section 5<a> of such Act <12 U.S.C. 
1815<a» is amended by adding at the end 
thereof the following: "Before approving 
the application of any industrial bank or 
similar financial institution, the Board of 
Directors shall detennine that it is char
tered and operating under laws providing 
for examination, supervision, and liquida
tion substantially comparable to those ap
plicable to banks operating in the same 
State.". 

(d) Section 109<b><2> of title 11, United 
States Code, is amended by striking out "or" 
before "credit union", and by inserting", or 
industrial bank or s1milar institution which 
is an insured bank as defined in section 3<h> 
of the Federal Deposit Insurance Act <12 
U.S.C. 1813<h»" after "credit union". 
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AMENDMENT TO THE BANK HOLDING COMPANY 

ACT OF 1956 

SEC. 705. Section 4<a><2> of the Bank Hold
ing Company Act of 1956 <18 U.S.C. 
1843<a><2» is amended by insert ing before 
the period at the end thereof the following: 
": Provided further, That a company cov
ered in 1970 may, until December 31, 1983, 
engage in activities in which it has been 
continuously and lawfully engaged since De
cember 31, 1970 but which would otherwise 
be prohibited by this paragraph if (i) its 
bank subsidiary is not one of the one-hun
dred largest banks in the United States 
<based on deposits) or one of the five largest 
in its State of operations (based on depos
its>; <H> its banking and nonbanking activi
ties each constitute at least 10 per centum 
of its consolidated assets and of its gross 
revenues; and <iii> it has not filed an irrevo
cable commitment to divest pursuant to sub
section <c><12> of this section". 

APPLICABILITY OF THE INTERNATIONAL 
BANKING ACT OF 1978 

SEC. 706. Section 8<c> of the International 
Banking Act of 1978 <12 U.S.C. 3106<c» is 
amended by inserting in the first sentence 
immediately after the words "on the date of 
enactment of this Act" the following: "or on 
the date of the establishment of a branch in 
a State an application for which was filed 
on or before July 26, 1978". 

SECURITIES ACTIVITIES UNDER THE 
INTERNATIONAL BANKING ACT OF 1978 

SEC. 707. <a>. The last sentence of section 
8<c> of the International Banking Act of 
1978 <12 U.S.C. 3106(c)) is amended by strik
ing out all after "company, and" and insert
ing in lieu therof the following: "the term 
'domestically-controlled affiliate covered in 
1978' shall mean an affiliate organized 
under the laws of the United States or any 
State thereof if (i) no foreign bank or group 
of foreign banks acting in concert owns or 
controls, directly or indirectly, 45 per 
centum or more of its voting shares, and (ti) 
no more than 20 per centum of the number 
of directors as established from time to time 
to constitute the whole board of directors 
and 20 per centum of the executive officers 
of such affiliate are persons affiliated with 
any such foreign bank. For the purpose of 
the preceding sentence, the term 'persons 
affiliated with any such foreign bank' shall 
mean <A> any person who is or has been an 
employee, officer, agent, or director of such 
foreign bank or who otherwise has or has 
had such a relationship with such foreign 
bank that would lead such person to repre
sent the interests of such foreign bank. and 
<B> in the case of any director of such do
mestically controlled affiliate covered in 
1978, any person in favor of whose election 
as a director votes were cast by less than 
two-thirds of all shares voting in connection 
with such election other than shares owned 
or controlled, directly or indirectly, by any 
such foreign bank.". 

(b) The second sentence of section 8<c> of 
such Act is amended to read as follows: 
"Notwithstanding subsection <a> of this sec
tion, a foreign bank or company referred to 
in this subsection may retain ownership or 
control of any voting shares <or, where nec
essary to prevent dilution of its voting inter
est, acquire additional voting shares> of any 
domestically-controlled affiliate covered in 
1978 which since July 26, 1978, has engaged 
in the business of underwriting, distribut
ing, or otherwise buying or selling stocks, 
bonds, and other securities in the United 
States, notwithstanding that such affiliate 
acquires after July 26, 1978, an interest in, 

or any or all of the assets of, a going con
cern, or commences to engage in any new 
activity or activities.". 

NOW ACCOUNTS FOR PUBLIC FUNDS 
SEc. 708 <a>. Section 2<a><2> of Public Law 

93-100 <12 U.S.C. 1832<a><2» is amended by 
inserting before the period at the end there
of the following ", and with respect to de
posits of public funds by an officer, employ
ee, or agent of the United States, any State, 
county, municipality, or polit ical subdivision 
thereof, the District of Columbia, the Com
monwealth of Puerto Rico, American 
Samoa, Guam, any territory or possession of 
the United States, or any political subdivi
sion thereof". 

(b) Section 205<!><2> of the Federal Credit 
Union Act <12 U.S.C. 1785<!><2» is amended 
by inserting before the period at the end 
thereof the following: " , and with respect to 
deposits of public funds by an officer, em
ployee, or agent of the United States, any 
State, county, municipality, or political sub
division thereof, the District of Columbia, 
the Commonwealth of Puerto Rico, Ameri
can Samoa, Guam, any territory or posses
sion of the United States, or any political 
subdivision thereof". 

FEDERAL NATIONAL MORTGAGE ASSOCIATION 
SEc. 709. <a> Section 303<a> of the Federal 

National Mortgage Association Charter Act 
is amended-

(!) by inserting after the first sentence 
the following: "The corporation may have 
preferred stock on such terms and condi
tions as the board of directors shall pre
scribe."; and 

(2) by striking out "common" in the last 
sentence thereof. 

(b) Section 304<e> of such Act is amended 
by striking out the fourth sentence. 

BANK SERVICE CORPORATIONS 
SEC. 710. Section 4 of the Bank Service 

Corporation Act <12 U.S.C. 1864) is amended 
by striking out the period following the 
word "banks" and inserting in lieu thereof 
the following: "or for financial institutions 
subject to examination by the Federal 
Home Loan Bank Board or the National 
Credit Union Administration Board.". 

RESERVE REQUIREMENT PHASE-IN 
SEC. 711. Section 19<b><8><D> of the Feder

al Reserve Act <12 U.S.C. 46l<b><8><D» is 
amended-

<1> in clause (i), by striking out "July 1, 
1979" each place it appears and inserting in 
lieu thereof "March 21, 1980"; and 

<2> by adding at the end thereof the fol
lowing: 

"(iii) Any bank which was a member bank 
on July 1, 1979, and which withdrew from 
membership in the Federal Reserve System 
during the period beginning on July 1, 1979, 
and ending on March 20, 1980, shall main
tain reserves beginning on the date of enact
ment of this clause in an amount equal to 
the amount of reserves required to be main
tained by depository institutions under sub
paragraph <A>.". 

USURY AMENDMENTS 

SEC. 712. <a> Section 512<a> of the Deposi
tory Institutions Deregulation and Mone
tary Control Act of 1980 is amended by 
striking out "April!, 1983" in clause <1> and 
inserting in lieu thereof "April!, 1984". 

<b> Section 51l<b> of such Act is amend
ed-

< 1 > by striking out "and" at the end of 
clause <3>; 

<2> by striking out the period at the end of 
clause <4> and inserting in lieu thereof a 
semicolon; and 

<3> by adding at the end thereof the fol
lowing: 

"<5> the term 'agricultural loan' means a 
loan extended primarily for agricultural 
purposes to a person who cultivates, plants, 
propagates, or nurtures an agricultural 
product; 

"(6) the term 'agricultural purposes' in
cludes the production, harvest, exhibition, 
marketing, transportation, processing, or 
manufacturing of an agricultural product 
and the acquisition of farmland, real prop
erty with a farm residence, and personal 
property and services used primarily in 
farming; 

"(7) the term 'agricultural product' in
cludes agricultural, horticultural, viticul
tural, and dairy products, livestock, wildlife, 
poultry, bees, forest products, fish and 
shellfish and any products thereof, includ
ing processed and manufactured products 
and any and all products raised or produced 
on farms and any processed or manufac
tured products thereof; 

"(8) the term 'business loan' means a loan 
extended primarily for business or commer
cial purposes, including investment, &nd any 
credit extended to a person other than a 
natural person; and 

"<9> the term 'loans' includes any secured 
or unsecured loan, credit sale, forbearance, 
advance, renewal, or other extension of 
credit.". 

BANK SERVICE CORPORATIONS 
SEC. 713. The Bank Service Corporation 

Act <12 U.S.C. 1861 et seq.) is amended to 
read as follows: 

"SHORT TITLE AND DEFINITIONS 
"SECTION 1. <a> This Act may be cited as 

the 'Bank Service Corporation Act'. 
"<b> For the purpose of this Act-
"<1> the term 'appropriate Federal bank

ing agency' shall have the meaning provided 
in section 3(g) of the Federal Deposit Insur
ance Act <12 U.S.C. 1813(g)); 

"(2) the term 'bank service corporation' 
means a corporation organized to perform 
services authorized by this Act, all of the 
capital stock of which is owned by one or 
more insured banks; 

"<3> the term 'Board' means the Board of 
Governors of the Federal Reserve System; 

"(4) the term 'depository institution' 
means an insured bank, or another financial 
institution subject to examination by the 
Federal Home Loan Bank Board or the Na
tional Credit Union AdminiStration Board; 

"(5) the term 'insured bank' shall have the 
meaning provided in section 3<h> of the Fed
eral Deposit Insurance Act < 12 U.S.C. 
1813(h)); 

"(6) the term 'invest' includes any advance 
of funds to a bank service corporation, 
whether by the purchase of stock, the 
making of a loan, or otherwise, except a 
payment for rent earned, goods sold and de
livered, or services rendered prior to the 
making of such payment; and 

"<7> the term 'principal investor' means 
the insured bank that has the largest dollar 
amount invest invested in the capital stock 
of a bank service corporation. In any case 
where two or more insured banks have 
equal dollar amounts invested in a bank 
service corporation, the corporation shall, 
prior to commencing operations, select one 
of the insured banks as its principal invester 
and shall notify the bank's appropriate Fed
eral banking agency of that choice within 5 
business days of its selection. 
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"AJIOUJn' or llfVJ:STKENT Jlll' BANK SERVICE 

CORPORATION 

"SI:c. 2. Notwithstanding any limitation or 
prohibition otherwise imposed by any provi
sion of law exclusively relating to banks, an 
insured bank may invest not more than 10 
per centum of paid-in and unimpaired cap
ital and unimpaired surplus in a bank serv
ice corporation. No insured bank shall 
invest more than 5 per centum of its total 
assets in bank service corporations. 

"PERJIISSIBLJ: BARK SERVICE CORPORATION 
ACnVuU:S P'OR DEPOSITORY Jlii'STITUTIONS 

"SEC. 3. Without regard to the provisions 
of sections 4 and 5 of this Act, an insured 
bank may invest in a bank service corpora
tion that performs, and a bank service cor
poration may perform, the following serv
ices only for depository institutions: check 
and deposit sorting and posting, computa
tion and posting of interest and other cred
its and charges, preparation and mailing of 
checks, statements, notices, and similar 
items, or any other clerical, bookkeeping, 
accounting, statistical, or similar functions 
performed for a depository institution. 

"PERIIISSIBLE BANK SERVICE CORPORATION 
AC:UVIXU:S P'OR OTHER PERSONS 

"SEC. 4. <a> A bank service corporation 
may provide to any person any service au
thorized by this section, except that a bank 
service corporation shall not take deposits. 

"(b) Except with the prior approval of the 
board under section 5(b) of this Act in ac
cordance with subsection <f> of this sec
tion-

"<1> a bank service corporation shall not 
perform the services authorized by this sec
tion in any State other than that State in 
which its shareholders are located; and 

"<2> all insured bank shareholders of a 
bank service corporation shall be located in 
the same State. 

"<c> A bank service corporation in which a 
State bank is a shareholder shall perform 
only those services that such State bank 
shareholder is authorized to perform under 
the law of the State in which such State 
bank operates and shall perform such serv
ices only at locations in the State in which 
such State bank shareholder could be au
thorized to perform such services. 

<d) A bank service corporation in which a 
national bank is a shareholder shall per
form only those services that such national 
bank shareholder is authorized to perform 
under this Act and shall perform such serv
ices only at locations in the State at which 
such national bank shareholder could be au
thorized to perform such services. 

"(e) A bank service corporation that has 
both national bank and State bank share
holders shall perform only those services 
that may lawfully be performed by both its 
national bank shareholder or shareholders 
under this Act and its State bank sharehold
er or shareholders under the law of the 
State in which such State bank or banks op
erate and shall perform such services only 
at locations in the State at which both its 
State bank and national bank shareholders 
could be authorized to perform such serv
ices. 

"<f> Notwithstanding the other provisions 
of this section or any other provision of law, 
other than the provisions of Federal and 
State branching law regulating the geo
graphic location of banks to the extent that 
those laws are applicable to an activity au
thorized by this subsection, a bank service 
corporation may perform at any geographic 
location any service, other than deposit 
taking, that the Board has determined, by 

regulation, to be permissible for a bank 
holding company under section 4<c><B> of 
the Bank Holding Company Act <12 U.S.C. 
1843 (C)(8)). 

"PRIOR APPROVAL P'OR Jlii'VESTJIIERT Jlll' BANK 
SERVICE CORPORATIONS 

"SEC. 5. <a> No insured bank shall invest in 
the capital stock of a bank service corpora
tion that performs any service under au
thority of subsection <c>. (d), or <e> of sec
tion 4 of this Act without the prior approval 
of the bank's appropriate Federal banking 
agency. 

"(b) No insured bank shall invest in the 
capital stock of a bank service corporation 
that performs any service under authority 
of section 4<f> of this Act and no bank serv
ice corporation shall perform any activity 
under section "(f) of this Act without the 
prior approval of the Board 

"<c> In determining whether to approve or 
deny any application for prior approval 
under this section, the Board or the appro
priate Federal banking agency. as the case 
may be, is authorized to consider the finan
cial and managerial resources and future 
prospects of the bank or banks and bank 
service corporation involved, including the 
financial capability of the bank to make a 
proposed investment under this Act, and 
possible adverse effects such as undue con
centration of resources, unfair or decreased 
competition, conflicts of interest, or unsafe 
or unsound banking practices. 

"(d) In the event the Board or the appro
priate Federal banking agency. as the case 
may be, fails to act on any application under 
this section within 97 days of the submis
sion of a complete application to the 
agency, the application shall be deemed ap
proved 

"SERVICES TO NONSTOCKHOLDERS 

"SEC. 6. No bank service corporation shall 
unreasonably discriminate in the provision 
of any services authorized under this Act to 
any depository institution that does not own 
stock in the service corporation on the basis 
of the fact that the nonstockholding institu
tion is in competition with an institution 
that owns stock in the bank service corpora
tion, except that-

"<1> it shall not be considered unreason
able discrimination for a bank service corpo
ration to provide services to a nonstockhold
ing institution only at a price that fully re
flects all of the costs of offering those serv
ices, including the cost of capital and rea
sonable return thereof; and 

"<2> a bank service corporation may refuse 
to provide services to a nonstockholding in
stitution if comparable services are available 
from another source at competitive overall 
costs, or if the providing of services would 
be beyond the practical capacity of the serv
ice corporation. 

"RBGULATION AND ICtAJIIRATION or BANK 
SERVICE CORPORATIONS 

"SI:c. 7. <a> A bank service corporation 
shall be subject to examination and regula
tion by the appropriate Federal banking 
agency of its principal investor to the same 
extent as its principal investor. The appro
priate Federal banking agency that super
vises any other shareholder of the bank 
service corporation to make such an exami
nation. 

"(b) A bank service corporation shall be 
subject to the provisions of the Financial 
Institutions Supervisory Act of 1966 < 12 
U.S.C. 1818<b> et seq.) as if the bank service 
corporation were an insured bank. For this 
purpose, the appropriate Federal banking 
agency shall be the appropriate Federal 

banking agency of the principal investor of 
the bank service corporation. 

"(c) Notwithstanding subsection <a> of 
this section, whenever a bank that is regu
larly examined by an appropriate Federal 
banking agency, or any subsidiary or affili
ate of such a bank that is subject to exami
nation by that agency, causes to be per
formed for itself, by contract or otherwise, 
any services authorized under this Act, 
whether on or off its premises-

"<10> such performance shall be subject to 
regulation and examination by such agency 
to the same extent as if such services were 
being performed by the bank itself on its 
own premises, and 

"<2> the bank shall notify such agency of 
the existence of the service relationship 
within 30 days after the making of such 
service contract or the performance of the 
service, whichever occurs first. 

"<d> The Board and the appropriate Fed
eral banking agencies are authorized to 
issue such regulations and orders as may be 
necessary to enable them to administer and 
to carry out the purposes of this Act and to 
prevent evasions thereof.". 

NEIGHBORHOOD REIRVESTIIERT CORPORATION 

SEC. 714. <a> Section 634 of the Neighbor
hood Reinvestment Corporation Act <Public 
Law 95-557> is amended-

<1> by redesignating subsections (f), (g), 
and (h) as subsections (g), <h>. and (i), re
spectively. and by inserting after subsection 
<e> the following: 

"<l> A director who is necessarily absent 
from a meeting of the board, or of a com
mittee of the board, may participate in such 
meeting through a duly designated repre
sentative who is serving, pursuant to ap
pointment by the President of the United 
States, by and with the advice and consent 
of the Senate, in the same department, 
agency, corporation, or instrumentality as 
the absent director, or in the case of the 
Comptroller of the CUrrency, through a 
duly designated Deputy Comptroller.',; and 

<2> by inserting in section 604(g), as redes
ignated, after "members" a comma and the 
words "or their representatives as provided 
in subsection (f),''. 

<b> Section 606<c><3> of such Act is amend
ed by inserting "funds,'' after "provide". 

STUDY Or OPTIONAL Jlii'SURARCZ or LAJlGE 
DEPOSITS 

Szc. 715. The Federal Deposit Insurance 
Corporation, the Federal Savings and Loan 
Insurance Corporation, and the National 
Credit Union Administration Board shall 
jointly conduct a study of the feasbllity of 
providing depositors of funds in institutions 
the deposits of which are insured by any 
such agency the option to purchase addi
tional deposit insurance covering deposits in 
excess of the general limit provided by law. 
Such study shall include a consideration of 
the private insurance or reinsurance of any 
risk in excess of the general statutory limit. 
A report containing the results of such 
study shall be transmitted to the Congress 
not later than six months after the date of 
enactment of this Act. 

IIAilRilUR S. BCCLBS P'EDDAL RBSERVJ: BOARD 
BUILDJlii'G 

SEC. 716. The building at 20th and Consti
tution Avenue, Northwest, in Washington, 
District of Columbia <commonly known as 
the Federal Reserve Board Main Building) 
shall hereafter be known and desig:n.ated as 
the "Marriner S. Eccles Federal Reserve 
Board Building". Any reference in a law, 
map, regulation, document, record. or other 
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paper of the United States to that building 
shall be held to be a reference to the "Mar
riner S. Eccles Federal Reserve Board Build
ing''. 

TITLE Vlll-ALTERNATIVE 
MORTGAGE TRANSACTIONS 

SHORT 'lTrLI! 

SEc. 801. This title may be cited as the 
"Alternative Mortgage Transaction Parity 
Act of 1982". 

:rnmiNGS AND PURPOSE 

SEc. 802. <a> The Congress hereby finds 
that-

( 1 > increasingly volatile and dynamic 
changes in interest rates have seriously im
paired the abtllty of housing creditors to 
provide consumers with fixed-term, fixed
rate credit secured by interests in real prop
erty, cooperative housing, manufactured 
homes, and other dwellings; 

<2> alternative mortgage transactions are 
essential to the provtslon of an adequate 
supply of credit secured by residential prop
erty necessary to meet the demand expected 
during the 1980's; and 

(3) the Comptroller of the CUrrency, the 
National Credit Union Admintstration, and 
the Federal Home Loan Bank Board have 
recognized the importance of alternative 
mortgage transactions and have adopted 
regulations authorizing federally chartered 
depository tnstttutions to engage in alterna
tive mortgage financing. 

<b> It is the purpose of this title to elimi
nate the dtscriminatory impact that those 
regulations have upon nonfederally char
tered housing creditors and provide them 
with parity with federally chartered tnstttu
tions by authorfztng all housing creditors to 
make. purchase, and enforce alternative 
mortgage transacttons so long as the trans
actions are in conformity with the regula
tions issued by the Federal agencies. 

DErDIITIOIIS 

SEc. 803. As used in this title-
( 1) the term "alternative mortgage trans

action" means a loan or credit sale secured 
by an interest in residential real property, a 
dwelling, all stock allocated to a dewlltng 
unit in a residential cooperative housing 
corporation, or a residential manufactured 
home <as that term is defined in section 
603<6> of the National Manufactured Home 
Construction and Safety Standards Act of 
1974)-

<A> in which the interest rate or ~ce 
charge may be adjusted or renegotiated; 

<B> involving a fixed-rate, but which im
plicitly permits rate adjustments by having 
the debt mature at the end of an interval 
shorter than the term of the amortization 
schedule; or 

<C> involving any stmnar type of rate, 
method of determining return, term, repay
ment, or other variation not common to tra
ditional fixed-rate, fixed-term transactions, 
including without limitation, transactions 
that involve the sharing of equity or appre
ciation; 
described and defined by applicable regula
tion; and 

(2) the term "housing creditor" means
<A> a depository tnstttutton, as defined in 

section 504<a><2> of the Depository Institu
tions Deregulation and Monetary Control 
Act of 1980; 

<B> a lender approved by the Secretary of 
Housing and Urban Development for pa.rti
clpa.tioin in any mortgage insurance pro
gram under the National Housing Act; 

<C> any person who regularly makes loans, 
credit sales, or advances secured by interests 
in properties referred to in paragraph U >; or 

<D> any transferee of any of them. 
A person is not a "housing creditor'' with re
spect to a specific alternative mortgage 
transaction if, except for this title, in order 
to enter into that transaction, the person 
would be required to comply with licensing 
requirements imposed under State law, 
unless such person is licensed under applica
ble State law and such person remains, or 
becomes, subject to the applicable regula
tory requirements and enforcement mecha
nisms provided by State law. 

ALTERIIATIVE JIORTGAGE AUTHORITY 

Sm. 804. <a> In order to prevent dtscrtmi
nation against State-chartered depository 
institutions, and other nonfederally char
tered housing creditors, with respect to 
making, purchasing, and enforcing alterna
tive mortgage transactions, housing credi
tors may make, purchase, and enforce alter
native mortgage transactions, except that 
this section shall apply-

(1) with respect to banks, only to transac
tions made in accordance with regulations 
governing alternative mortgage transactions 
as issued by the Comptroller of the CUrren
cy for national banks, to the extent that 
such regulations are authorized by rulemak
ing authority granted to the Comptroller of 
the CUrrency with regard to national banks 
under laws other than this section; 

(2) with respect to credit unions, only to 
transactions made in accordance with regu
lations governing alternative mortgage 
transactions as issued by the National 
Credit Union Administration Board for Fed
eral credit unions, to the extent that such 
regulations are authorized by rulemaktng 
authority granted to the National Credit 
Union Administration with regard to Feder
al credit unions under laws other than this 
section; and 

<3> with respect to all other housing credi
tors, including without limitation, savings 
and loan associations, mutual savings banks, 
and savings banks, only to transactions 
made in accordance with regulations gov
erning alternative mortgage transactions as 
issued by the Federal Home Loan Bank 
Board for federally chartered savings and 
loan associations, to the extent that such 
regulations are authorized by rulemaktng 
authority granted to the Federal Home 
Loan Bank Board with regard to federally 
chartered savings and loan associations 
under laws other than this section. 

<b> For the purpose of determining the ap
plicability of this section, an alternative 
mortgage transaction shall be deemed to be 
made in accordance with the applicable reg
ulation notwithstanding the housing credi
tor's fatlure to comply with the regulation, 
if-

( 1 > the transaction is in substantial com
pliance with the regulation; and 

<2> within sixty days of discovering any 
error, the housing creditor corrects such 
error, including making appropriate adjust
ments, if any, to the account. 

<c> An alternative mortgage transaction 
may be made by a housing creditor in ac
cordance with this section, notwithstanding 
any State constitution, law, or regulation. 

APPLICABn.ITY 

SEC. 805. <a> The provisions of section 804 
shall not apply to any alternative mortgage 
transaction in any State made on or after 
the effective date <if such effective date 
occurs on or after the effective date of this 
title and prior to a date three years after 
the effective date of this title> of a State 
law or a certification that 'the voters of such 
State have voted in favor of any provision, 

constitutional or otherwise, which states ex
plicitly and by its terms that such State 
does not want the preemption provided in 
section 804 to apply with respect to alterna
tive mortgage transactions subject to the 
laws of such State, except that section 804 
shall continue to apply to-

<1> any alternative mortgage transaction 
undertaken on or after such date pursuant 
to an agreement to undertake such alterna
tive mortgage transaction which was en
tered into on or after the effective date of 
this title and prior to such later date <the 
"preemption period">; and 

<2> any renewal, extension, refinancing, or 
other modification of an alternative mort
gage transaction that was entered into 
during the preemption period. 

<b> An alternative mortgage transaction 
shall be deemed to have been undertaken 
during the preemption period to which this 
section applies if it-

<1> is funded or extended in whole or in 
part during the preemption period, regard
less of whether pursuarit to a commitment 
or other agreement therefor made prior to 
that period; or 

<2> is a renewal, extension, refinancing, or 
other modification of an alternative mort
gage transaction entered into before the 
preemption period and such renewal, exten
sion, or other modification is made during 
such period with the written consent of any 
person obltgated to repay such credit. 

JlELATIOII TO OTHER LAW 

SEc. 806. Section 50l<c><U of the Deposito
ry Institutions Deregulation and Monetary 
Control Act of 1980 shall not apply to trans
actions which are subject to this title. 

Bi'I'ECtiVE DATE 

SEc. 807. <a> This title shall be effective 
upon enactment 

<b> Within sixty days of the enactment of 
this title, the Comptroller of the CUrrency, 
the National Credit Union Ad.mlntstration, 
and the Federal Home Loan Bank Board 
shall identify, describe, and publish those 
portions or provisions of their respective 
regulations that are inappropriate for <and 
thus inapplicable to>, or that need to be con
formed for the use of, the nonfederally 
chartered housing creditors to which their 
respective regulations apply, including with
out limitation, making necessary changes in 
terminology to conform the regulatory and 
disclosure provisions to those more typically 
associated with various types of transactions 
including credit sales. 

Mr. GARN. Mr. President, I move to 
reconsider the vote by which the bill 
was passed. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. GARN. Mr. President, I move 
that the Senate insist upon its amend
ments and request a conference with 
the House and that the Chair be au
thorized to appoint the conferees on 
the part of the Senate. 

The motion was agreed to; and the 
Presiding Officer (Mr. MURKOWSKI) 
appointed Mr. GAR.K, Mr. TOWER. Mr. 
LUGAR. Mr. D'AIIATO, Mr. Scmlrr.r, Mr. 
RIEGLE, Mr. PROXIIIBE. and Mr. CRAN
S'l'ON, conferees on the part of the 
Senate. 

Mr. GARN. Mr. President, I ask 
unanimous consent to indefinitely 
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postpone further consideration of S. 
28'79. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

<Later the following occurred:> 
Mr. RIEGLE. Mr. President, I com

mend the chairman of the committee, 
Chairman GARN, for his leadership on 
this issue. The many months of work 
by him and others on the committee 
and the staff on his side of' the aisle 
were essential ingredients in this legis
lation coming forward and not only 
passing today, but to be done on a 
voice vote here in the Senate. I think 
that says a great deal about the care 
and the sophistication in which this 
legislation was developed and the bal
ance which it represented a..s it came to 
a final passage vote. 

I also particularly wish to acknowl
edge the outstanding staff work of 
people on the professional staff of the 
minority side. I wish to especially ac
knowledge Bob Russell, Steve Harris, 
Lindy Marinaccio, Carolyn Jordan, 
Don Campbell, Tambrey Matthews, 
and others on the minority staff for 
really an outstanding job and many 
hundreds of hours of work over a long 
period of time. 

The professionalism and the excel
lence with which they have discharged 
these responsibilities under difficult 
circumstances are of the highest 
order. I am very pleased and honored 
that they serve on the staff and are 
there for all of us to work with. To 
them and to everyone else who has 
been involved in this effort, the out
side interest groups that we have 
worked with, and everyone else who 
has had a role to play in terms of of
fering ideas and constructive sugges
tions and effort are to be thanked and 
congratulated for their contribution to 
this legislation. 

I did not want the moment to pass 
without expressing those sentiments, 
and to say that it is on moments such 
as these when d!ificult issues are 
brought to resolution and conclusion 
by hard work, good will, and good 
faith, that really is the measure of the 
quality of our democratic system. I 
think this legislation is such an exam
ple. I believe it is a work product of 
which the Senate can be proud. 

Mr. GARN addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Utah. 
Mr. GARN. Mr. President, I thank 

the distinguished Senator from Michi
gan for his remarks. May I repeat 
what I said at the beginning of this 
bill today, and thank him for his help. 
He came up and took this responsibil
ity in the middle of this process, 
making it much more difficult than 
had he had the position to begin with. 
In the last couple of weeks, without 
his aid and assistance and that of his 
staff, we simply would not have been 
able to put the bill together today. 

I also wish to thank a lot of people 
out there in various industries who 
started out poles apart on this bill last 
October-and I do mean poles-and, 
although many of them will still not 
like parts of its, they were willing to 
give up some of their self-interest to 
make it possible to compromise, to 
give up things they did not want to in 
order to make it possible. 

I also wish to thank the staff. Cer
tainly, Senator RIEGLE has mentioned 
the minority staff, and they deserve 
every word of credit he gave them. 
But, on the majority side, I want to 
thank Danny Wall, who spent untold 
hours, John Collins, John Daniels, 
Beth Clime, Linda Zemke, Jim Boland, 
Lamar Smith, Peter Harkins, Phil 
Sampson, Paul Freedenberg, Stephen 
Beck, and the committee's support 
staff, as well as the diligent and hard
working staff members of each of the 
members of the committee who served 
on their personal staffs. 

I cannot emphasize enough that this 
is an unusual piece of legislation. It lit
erally took months and months and 
daily efforts by a lot of people to make 
it possible to come to this point. 

I thank the leadership on both sides 
of the aisle for making it possible for 
us to bring it up today, as we are rush
ing for adjournment next week. I wish 
to tharik them and their staffs, as 
well. 

I yield the floor. 
COMMENDATIONS 

Mr. THURMOND. Mr. President, I 
just want to take this opportunity to 
commend the able Senator from Utah, 
Senator GARN, for the outstanding 
leadership he has provided on the bill 
we have just passed. There is no ques
tion about it. With the bankers, the 
savings and loans, the insurance 
people, he had a most difficult task. It 
almost took a Solomon to bring these 
people together with a consensus. He 
has done that. 

I just want to commend him. I think 
he has done the best service to the 
Senate, the best service to his country, 
and to all of these groups under con
sideration in bringing this bill to frui
tion and getting it passed today. 

I also commend the able Senator 
from Michigan for the find assistance 
and cooperation he gave in the pas
sage of this bill in assisting Senator 
GARN with it. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, may I ask the distinguished 
acting Republican leader whether or 
not there will be any more rollcall 
votes today? 

Mr. STEVENS. I am pleased to re
spond that there will be no more roll
call votes today. When this bill is fin
ished we do have a series of matters, 
routine details, that I have discussed 
with the distinguished minority leader 
that we will handle on a unanimous
consent basis. There will be no more 
rollcall votes today. 

Mr. ROBERT C. BYRD. I thank the 
Senator. 

NO ROLLCALL VOTES BEFORE 2 P.M. TUESDAY 

Mr. STEVENS. Mr. President, the 
majority leader stated that any votes 
ordered on Monday would occur at 2 
p.m. on Tuesday. There still is a 
chance there will be a vote ordered on 
the agricultural appropriations bill on 
Tuesday morning that will not be sub
ject to the prior statement of the ma
jority leader. Senators should be on 
notice that it is possible there could be 
a vote on Tuesday in the morning on 
the appropriations bill. 

ORDER FOR THE RECOGNITION 
OF SENATOR NTJNN ON MONDAY 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that on Monday, 
September 2'7, 1982, after the time 
under the standing order for the two 
leaders, the Senator from Georgia 
<Mr. NUNN) be granted a special order 
not to exceed 15 minutes. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

THE EXECUTIVE CALENDAR 
Mr. STEVENS. Mr. President, the 

items that I am about to raise have 
been discussed with the distinguished 
minority leader and cleared by him. 

EXECUTIVE SESSION 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the Senate go 
into executive session for the purpose 
of considering items on the Executive 
Calendar commencing with new re
ports. That would include just the two 
nominations, Calendar Nos. 9'71 and 
9'72. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. STEVENS. Mr. President, I ask 
that the two nominations on the Exec
utive Calendar under new reports be 
considered and confirmed en bloc. 

The PRESIDING OFFICER. With
out objection, the nominations are 
considered and confirmed en bloc. 

The nominations considered and 
confirmed en bloc are as follows: 

APPALACHIAN REGIONAL COIOUSSION 

Winifred Ann Pizzano, of Vf.rgtnia, to be 
Federal Cochairman of the Appalachian Re
gional Commission. 

Jacqueline L. Phllllps, of Maryland, to be 
Alternate Federal Cochairman of the Appa
lachian Regional Commission. 

Mr. STEVENS. Mr. President, I 
move to reconsider the vote by which 
the nominations were confirmed. 

Mr. RIEGLE. Mr. President, I move 
to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. STEVENS. Mr. President, I ask 
that the President be immediately no
tified of the confirmation of the two 
nominees. 
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The PRESIDING OFFICER. With

out objection, it is so ordered. 

LEGISLATIVE SESSION 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the Senate 
return to legislative session. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

ORDER FOR THE CONSIDER
ATION OF H.R. 6968 ON 
MONDAY, SEPTEMBER 27, 1982 
UNDER A TIME AGREEMENT 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that at 12 noon 
Monday, September 27, 1982, the 
Senate tum to the consideration of 
the military construction appropria
tions bill, H.R. 6968, and that it be 
conside:red under the following time 
agreement: 

One hour on the bill to be equally 
divided between the Senator from 
Nevada <Mr. LAxALT) and the Senator 
from Tennessee <Mr. SASSER), or their 
designees; 30 minutes on first-degree 
amendments; 20 minutes on second
degree amendments; 10 minutes on 
any debatable motions, appeals, or 
points of order, if so submitted to the 
Senate, and that the agreement be in 
the usual form with respect to the di
vision and control of time. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The text of the agreement follows: 
Ordered. That at 12:00 noon on Monday, 

September 27, 1982, the Senate proceed to 
the consideration of H.R. 6968, the military 
construction appropriations bill, and that 
debate on any amendment in the first 
degree shall be limited to 30 minutes, to be 
equally divided and controlled by the mover 
of such and the manager of the bill, that 
debate on any amendment in the second 
degree shall be limited to 20 minutes, to be 
equally divided and controlled by the mover 
of such and the manager of the bill, and the 
debate on any debatable motion, appeal, or 
point of order which is submitted or on 
which the Chair entertains debate shall be 
limited to 10 minutes: Provided. That in the 
event the manager of the bill is in favor of 
any such amendment or motion, the time in 
opposition thereto shall be controlled by 
the minority leader or his designee. 

Ordered .further, That on the question of 
final passage of the said bill, debate shall be 
limited to 1 hour, to be equally divided and 
controlled, respectively, by the Senator 
from Nevada <Mr. Laxalt> and the Senator 
from Tennessee <Mr. Sasser>, or their desig
nees: Provided. That the said Senators, or 
either of them, may, from the time under 
their control on the passage of the said bill, 
allot additional time to any Senator during 
the consideration of any amendment, debat
able motion, appeal or point of order. 

ORDER FOR THE CONSIDER
ATION OF H.R. 4613 UNDER A 
TIME AGREEMENT 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that on Monday 
following the military construction 

bill, the Senate proceed to the consid
eration of Calendar No. 545, H.R. 4613, 
a bill to increase the efficiency of Gov
ernment-wide efforts to collect debts 
owed the United States, and to provide 
additional procedures for the collec
tions of debts owed the United States, 
and to provide additional procedures 
for the collections of debts owed the 
United States, and that it be consid
ered under the following time agree
ment: 

Thirty minutes on the bill to be 
equally divided between the chairman 
of the Governmental Affairs Commit
tee and the ranking minority member, 
or their designees; that the only 
amendment be Ll'l order to be an 
amendment to substitute S. 1249 as re
ported on H.R. 4613, and that the 
agreement be in the usual form. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

ORDER FOR THE CONSIDER
ATION OF H.R. 7072 ON TUES
DAY, SEPTEMBER 28, 1982, 
UNDER A TIME AGREEMENT 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the Senate 
turn to the consideration of the agri
cultural appropriations bill, H.R. 7072, 
at 10 a.m. on Tuesday, September 28, 
1982, and that it be considered under 
the following time agreement: 

One hour on the bill to be equally 
divided between the Senator from Mis
sissippi <Mr. CocHRAN) and the Sena
tor from Missouri <Mr. EAGLETON), or 
their designees; 30 minutes on first
degree amendments; 20 minutes on 
second-degree amendments; 10 min
utes on any motions, appeals, or points 
of order, if so submitted to the Senate; 
that the agreement be in the usual 
form with respect to the division and 
control of time; and that if the bill can 
be advanced to third reading prior to 2 
p.m., the Senator from Oklahoma <Mr. 
BOREN) be permitted to offer an 
amendment under the stipulations of 
the time agreement after the hour of 2 
p.m. but prior to the close of business 
on Tuesday. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

COMMUNITY SERVICES BLOCK 
GRANT ACT 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the Chair lay 
before the Senate H.R. 7065, the Com
munity Services Block Grant Act, and 
I ask for its immediate consideration. 

The PRESIDING OFFICER. The 
bill will be stated by title. 
· The assistant legislative clerk read 

as follows: 
A bill <H.R. 7065> to amend the Communi

ty Services Block Grant Act to clarify the 
authority of the Secretary of Health and 
Human Services to designate community 
action agencies for certain community 
action programs administered by the Secre-

tary for fiscal year 1982, and for other pur
poses. 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the Senate 
proceed to its immediate consider
ation. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The Senate proceeded to consider 
the bill. 

The PRESIDING OFFICER. The 
bill is open to amendment. If there be 
no amendment to be proposed, the 
question is on the third reading of the 
bill. 

The bill was ordered to a third read
ing, read the third time, and passed. 

Mr. STEVENS. Mr. President, I 
move to reconsider the vote by which 
the bill was passed. 

Mr. RIEGLE. Mr. President, I move 
to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

U.S. CODE AMENDMENTS RE
QUIRED BY PASSAGE OF MILI
TARY CONSTRUCTION CODIFI
CATION ACT AND DOD AU
THORIZATIONS 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the Judiciary 
Committee be discharged from further 
consideration of H.R. 4623, and I ask 
for its immediate consideration. 

The PRESIDING OFFICER. With
out objection, it is so ordered. The bill 
will be stated by title. 

The assistant legislative clerk read 
as follows: 

A bill <H.R. 4623> to amend titles 10, 14, 
37, and 38, United States Code, to codify 
recent law and to improve the code. 

There being no objection, the Senate 
proceeded to consider the bill. 

UP AMEND:ao:NT NO. 1298 

Mr. STEVENS. Mr. President, on 
behalf of the distinguished Senator 
from South Carolina, the chairman of 
the Judiciary Committee, I send to the 
desk technical amendments and ask 
that they be considered en bloc. 

The PRESIDING OFFICER. The 
amendments will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from Alaska <Mr. STEVENs), 
in behalf of Mr. 'I'HuRIIoND, proposes un
printed amendment No. 1298. 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
SENATE Alo:ND:ao:NTS TO H.R. 4623 

<1> Page 1, beginning on line 6, strike out 
through line 8 on page 2. 

<2> Page 2, line 9, strike out "(f)" and sub
stitute "(e)". 
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<3> Page 2, on lines 20-21, and 27, strike 

out "related to" and substitute "with re
spect to". 

<4> Page 3, line 8, strike out "assaults" and 
substitute "assets". 

<5> Page 3, line 25, strike out "weapons" 
and substitute "weapons". 

<6> Page 3, line 25, strike out the closing 
quotation marks and the 2d period. 

<7> Page 3, strike out lines 26-32 and sub
stitute the following: 
"§ 113b. Sale or transfer of defense articles: 

reports to Congress 
"When there is a letter of offer to sell or a 

proposal to transfer defense articles that 
are valued at $50,000,000 or more from the 
inventories of a regular component of the 
armed forces or from current production, 
the Secretary of Defense shall submit a 
report to Congress stating-

"<1) the impact of the sale or transfer on 
the current readiness of the armed forces; 

"(2) the adequacy of reimbursements to 
cover, at the time of replenishment of 
United States inventories, the replacement 
costs of those items sold or transferred; and 

"<3> for each article to be sold-
"(A) the initial issue quantity requirement 

for the armed forces for that article; 
"(B) the percentage of that requirement 

already delivered to the armed forces or 
contracted for at the time of the report; 

"(C) the timetable for meeting that re
quirement absent the proposed sale; and 

"<D> the timetable for meeting that re
quirement if the sale is approved.". 

<B> The analysis of chapter 4 is amended 
by inserting the following items immediate
ly below item 133: 

"133a. Secretary of Defense: annual 
report on North Atlantic Treaty Organiza
tion readiness. 

"133b. Sale or transfer of defense ·articles: 
reports to Congress.". 

<8> Page 3, line 33, strike out "(4)" and 
substitute "(3)". 

<9> Page 3,lines 35, 37, and 38, and page 4, 
lines 2 and 5-6, strike out "manpower" and 
substitute "personnel". 

<10> Page 4, between lines 6 and 7, insert 
the following: 

< 4) Section 138 is amended by adding at 
the end thereof the following: 

"(i) Funds may be appropriated for the 
armed forces for use as an emergency fund 
for research, development, test, and evalua
tion, or related procurement or production, 
only if the appropriation of the funds is au
thorized by law after June 30, 1966.". 

<11> Page 4, strike out lines 7-27. 
<12> Page 4, line 28, strike out "(6)" and 

substitute "<5>". 
{13> Page 4, line 34, strike out "{7)" and 

substitute "{6)". 
<14> Page 4, between lines 35 and 36, insert 

the following: 
<7> The catchllne for section 532 is amend

ed by inserting "a" after "original appoint
ment as". 

{15) Page 4, after line 41, insert the follow
ing: 

<11> Section 741<c> is amended by striking 
out "the the" and substituting "the". 

<16> Page 5, line 1, strike out "<11>" and 
substitute "{12)". 

{17) Page 5, between lines 5 and 6, insert 
the following: 

<13> Section 931 is amended by striking 
out "United States Code,". 

<14XA> Chapter 49 is amended by adding 
at the end thereof the following: 

"§ 978. Denial of entrance into the armed 
forces of persons dependent on drugs or 
alcohol 
"<a> The Secretary of Defense shall pre

scribe regulations, implement procedures 
using each practical and available method, 
and provide necessary facilities to identify 
each person examined at an armed forces 
examining and entrance station who is de
pendent on drugs or alcohoL 

"<b> Each person identified under subsec
tion <a> as dependent on drugs or alcohol 
shall be-

"<1> denied entrance into the armed 
forces; and 

"<2> referred to a civilian treatment facili
ty.". 

<B> The analysis of chapter 49 is amended 
by adding at the end thereof the following 
item: 
"§ 978. Denial of entrance into the armed 

forces of persons dependent on drugs or 
alcohoL". 
{18) Page 5, line 6, strike out "<12>" and 

substitute "{15)". 
{19) Page 5, strike out lines 11-19 and sub

stitute the following: 
to identify, treat, and rehabilitate members 
of the armed forces who are dependent on 
drugs or alcohoL". 

<20> Page 5, lines 22 and 24, strike out 
"{13)" and "<14>" and substitute "{16)" and 
"<17 )", respectively. 

<21) Page 5, strike out line 25 and substi
tute the following: 

<A> by striking out "3991 <formula B>" and 
substituting "3991 <formula A>. 3992 <formu
la B)''. 

{22> Page 5, strike out line 27 and substi
tute the following: 

<C> by striking out "8991 <formula B)'' and 
substituting "8991 <formula A>, or 8992 <for
mula B)''. 

(23> Page 5, between lines 27 and 28, insert 
the following: 

{18) The catchline for section 1448 is 
amended by striking out "plan" and substi
tuting "Plan". 

<24) Page 5, lines 28, 31, and 37, strike out 
"{15)", "(16)", and "<17>" and substitute 
"{19)", "{20)", and "(21)", respectively. 

<25>Page 6, line 3, strike out "{18)" and 
substitute "{22>". 

<26) Page 6, strike out lines 7-15 and sub
stitute the following: 

<23> Section 2239 is amended by striking 
out "section 3648 of the Revised Statutes 
<31 U.S.C. 529>" and substituting "section 
3324<a> and <b> of title 31". 

<27> Page 6, line 16, strike out "(20)'' and 
substitute "{24)". 

<28> Page 6, between lines 33 and 34, insert 
the following: 

{25) Section 2315 is amended by striking 
out "{40 U.S.C. 795)'' and substituting "{40 
u.s.c. 759)". 

<29> Page 6, line 34, strike out "<21>" and 
substitute "{26)". 

<30> Page 7, immediately below the matter 
between lines 4 and 5, insert the following: 

<27> Section 2388<c> is amended by strik
ing out "section 3648 of the Revised Stat
utes <31 U.S.C. 529)" and substituting "sec
tion 3324<a> and <b> of title 31". 

<28><A> Section 2394 <as enacted by section 
2(b)(4) of Public Law 97-258> is red~ted 
as section 2395 and is amended to read as 
follows: 
"§ 2395. Availability of appropriations for 

procurement of technical military equip
ment and supplies 
"Funds appropriated to the Department 

of Defense for the procurement of technical 

military equipment and supplies remain 
available until spent.". 

<B> Section 2395 <as enacted by section 
2<b><4> of Public Law 97-258> is redesignated 
as section 2396 and is amended by striking 
out "another" in subsection <b><2><C> and 
substituting "any other". 

<31> Page 7, line 5, strike out "(22>" and 
substitute "(29)". 

<32> Page 7, line 7, strike out "§ 2395" and 
substitute"§ 2397". 

<33) Page 9, Line 11, strike out "§ 2396" 
and substitute "§ 2398". 

<34) Page 9, strike out lines 18-28 and the 
matter between lines 28 and 29 and substi
tute the following: 
"§ 2399. Limitation on availability of appro

priations to reimburse a contractor for the 
cost of commercial insurance 
"None of the funds appropriated to the 

Department of Defense is available for obli
gation to reimburse a contractor for the cost 
of commercial insurance that protects 
against the costs of the contractor for cor
rection of the contractor's own defects in 
materials or workmanship. 
"§ 2400. Limitation on procurement of buses 

"Funds appropriated for use by the armed 
forces are available to acquire a multipas
senger motor vehicle <bus) only if the vehi
cle is manufactured in the United States. 
However, the Secretary of Defense may pre
scribe regulations authorizing the acquisi
tion of a multipassenger motor vehicle <bus> 
not manufactured in the United States, but 
only to ensure that compliance with this 
section will not result in an uneconomical 
procurement action or adversely affected 
the national interest.". 

<B> The analysis of chapter 141 is amend
ed by striking out items 2394 and 2395 <as 
enacted by section 2<b><4> of Public Law 97-
258> and substituting the following: 

"2395. Availability of appropriations for 
procurement of technical military equip
ment and supplies. 

"2396. Advances for payments for compli
ance with foreign laws, rent in foreign coun
tries, tuition, and pay and supplies of armed 
forces of friendly foreign countries. 

"2397. Employees or former employees of 
defense contractors: reports. 

"2398. Procurement of gasohol as motor 
vehicle fueL 

"2399. Limitation on availability of appro
priations to reimburse a contractor for the 
cost of commercial insurance. 

"2400. Limitation on procurement of 
buses.". 

<35) Page 9, line 29, strike out "<23>" and 
substitute "(30)". 

<36> Page 10, between lines 24 and 25, 
insert the following: 

"<c><l> It is the sense of Congress that 
weapons systems being developed wholly or 
primarily for employment in the North At
lantic Treaty Organization theater should 
conform to a common ()rgan:ization require
ment in order to proceed toward joint doc
trine and planning and to facilitate maxi
mum feasible standardization and interoper
abllity of equipment, and that a common 
Organization requirement should be under
stood to include a common definition of the 
military threat to the members of the Orga
nization. 

"<2> It is further the sense of Congress 
that standardization of weapons and equip
ment within the Organization on the basis 
of a 'two-way street' concept of cooperation 
in defense procurement between Europe 
and North America can only work in a real
istic sense if the European nations operate 
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on a united and collective basis. Therefore, 
the governments of Europe are encouraged 
to accelerate their present efforts to achieve 
European armaments collaboration among 
all European memben of the Organization. 

<37> Page 10, line 25, strike out "<c>" and 
substitute "(d)". 

<38> Page 10, line 29, strike out "Organiza
tion" and substitute "North Atlantic Treaty 
Organization". 

<39> Page 10, beginning with line 36, strike 
out through line 2 on page 11 and substitute 
the following: 

"<4> the identity of-
"<A> each program of research and devel

opment for the armed forces of the United 
States stationed in Europe that supports, 
conforms, or both, to common Organization 
requirements of developing weapon systems 
for use by the Organization, including a 
common definition of the military threat to 
the Organization; and 

"(B) the common requirements of the Or
ganization to which those programs con
form or which they support; 

<40) Page 11, line 4, strike out "and". 
< 41> Page 11, line 6, strike out "require

ments." and substitute "requirements;". 
<42> Page 11, between lines 6 and 7, insert 

the following: 
"(7) a description of each existing and 

planned program of the Department of De
fense that supports the development or pro
curement of a weapon system or other mili
tary equipment originally developed or pro
cured by members of the Organization 
other than the United States and for which 
funds have been authorized to be appropri
ated for the fiscal year in which the report 
is submitted, including a summary listing of 
the amount of funds-

"<A> appropriated for those programs for 
the fiscal year in which the report is sub
mitted; and 

"<B> requested, or proposed to be request
ed, for those programs for each of the 2 
fiscal years following the fiscal year for 
which the report is submitted; and 

"<8> a description of each weapon system 
or other military equipment originally de
veloped or procured in the United States 
and that is being developed or procured by 
members of the Organization other than 
the United States during the fiscal year for 
which the report is submitted. 

<43> Page 11, line 7, strike out "(d)" and 
substitute "<e>". 

<«>Page 11, line 10, insert "that" before 
"equipment". 

(45) Page 11, line 12, strike out "<e>" and 
substitute "(f)". 

<46> Page 11, immediately below the 
matter between lines 17 and 18, insert the 
following: 

<31><A> Section 2661a is repealed 
<B> The analysis of chapter 159 is amend

ed by striking out item 2661a. 
<32> Section 2664<a> is amended-
<A> by striking out "military department" 

in the matter before paragraph <1> and all 
that follows through "or any'' and substi
tuting "military department, the Secretary 
of Transportation, or any"; and 

<B> by striking out "transferred to the" in 
paragraph (3) and all that follows and sub
stituting "transferred to the Secretary of 
Transportation under section 3 of the Mari
time Act of 1981 (46 U.S.C. 1602).". 

(33> Section 2665 is amended-
<A> by striking out "executive depart

ment" and all that follows through "may 
sell" in subsections <a> and (b) and substi
tuting "executive department, may sell"; 
and 

<B> by striking out "Air Force" and all 
that follows in subsection <b> and substitut
ing "Air Force, or Department of Transpor
tation.". 

<47> Page 11, line 18, strike out "(24)" and 
substitute "(34)". 

<48) P2ge 11, between lines 20 and 21, 
insert the following: 

<35> Section 2852<a> is amended by strik
ing out "section 3648 of the Revised Stat
utes <31 U.S.C. 529)" and substituting "sec
tion 3324<a> and <b> title 31". 

(36> Section 2859 is amended by striking 
out "section 201 of the Budget and Account
ing Act, 1921 <31 U.S.C. 11>" and substitut
ing "section 1105 of title 31". 

<37> Section 3068<5> is amended by strik
ing out "(a)", "(b)'', "(c)", "(d)", and "(e)" 
and substituting "<A>", "(B)'', "(C)", "<D>", 
and "(E)", respectively. 

<49) Page 11, lines 21, 27, and 29, strike 
out "(25)", "(26)", and "(27>" and substitute 
"(38)", "(39)", and "(40)", respectively. 

(50> Page 11, line 34, strike out "of this 
section" and substitute "of the following 
table". 

<51> Page 11, line 35, strike out "of this 
section" and substitute "of that table". 

<52> Page 12, immediately below the 
matter before line 1, insert the following: 

< 4l><A> Chapter 403 is amended by adding 
at the end thereof the following: 
§ 4356. Use of certain gifts 

"Under regulation prescribed by the Sec
retary of the Army, the Superintendent of 
the Academy may <without regard to sec
tion 2601 of this title) accept, hold, adminis
ter, invest, and spend any gift, devise, or be
quest of personal property of a value of 
$20,000 or less made to the United States on 
the condition that such gift, devise, or be
quest be used for the benefit of the Acade
my or any entity thereof. The Secretary 
may pay or authorize the payment of all 
reasonable and necessary expenses in con
nection with the conveyance or transfer of a 
gift, devise, or bequest under this section.". 

<B> The analysis of chapter 403 is amend
ed by adding at the end thereof the follow
ing item: 

"4356. Use of certain gifts.". 
<53> Page 12, lines 1, 4, 6, 9, 11, 12, and 14, 

strike out "<28)", "(29)", "(30)", "(31)", 
"(32)", "(33)", and "(34)" and substitute 
"(42)", "(43)", "(44)", "(45)", "(46)", "(47)", 
and "(48)", respectively. 

<54> Page 13, line 3, strike out "(35>" and 
substitute "(49>". 

<55> Page 13, line 5, strike out "§ 7309" 
and substitute"§ 7310". 

(56) Page 13, between lines 23 and 24, 
strike out "7309" and substitute "7310". 

<57) Page 13, line 24, strike out "(36)" and 
substitute "(50)". 

<58> Page 14, on lines 24-25 and 26-27, 
strike out "adding at the end thereof the 
following item" and substitute "inserting 
the following item immediately below item 
165". 

<59> Page 14, immediately below the 
matter between lines 32 and 33, insert the 
following: 

<51><A> Item 659 in the analysis of subtitle 
C is amended by striking out "responsibil
ity'' and substituting "Responsibility". 

<B> The analysis of part IV of subtitle Cis 
amended by adding at the end thereof the 
following item: "661. Accountability and Re
sponsibility 7861". 

<C> The catchllne for section 7861 is 
amended by striking out "public" and sub
stituting "naval". 

<D> Item 7861 in the analysis of chapter 
661 is amended by striking out "public" and 
substituting "naval". 

<60) Page 14, line 33, strike out "(37)'' and 
substitute "(52>". 

<61> Page 15, line 1, strike out "of this sec
tion" and substitute "of the following 
table". 

(62> Page 15, line 2, strike out "of this sec
tion" and substitute "of that table". 

<63) Page 15, line 3, strike out "<38>" and 
substitute "(53>". 

<64> Page 17, strike out line 12 and substi
tute the following: 
"§ 661. Authorization of peiSOnnel end 

strengths". 
<65) Page 17, line 13, strike out "end". 
<66) Page 17, line 21, strike out "recruit" 

and substitute "Recruit". 
<67> Page 17, line 22, strike out "flight" 

and substitute "Flight". 
<68> Page 17, line 23, strike out "profes

sional" and substitute "Professional". 
<69) Page 17, line 24, strike out "officer" 

and substitute "Officer". 
<70> Page 17, line 31, strike out "enacted". 
<71> Page 17, strike out lines 33 and 34 and 

substitute the following: · 
"<1) For the operation and maintenance of 

the Coast Guard 
"(2) For the acquisition, construction, re

building, and improvement of". 
<72> Page 17, lines 37 and 38, strike out 

"for'' and substitute "For''. 
<73) Page 17, line 38, strike out "tests" and 

substitute "test". 
<74> Page 18, strike out item 661 in the 

matter between lines 6 and 7 and substitute 
the following: 

"661. Authorization of peiSOnnel end 
strengths.". 

<75> Page 18, between lines 15 and 16, 
insert the following: 

(1) Section 305a<d> is amended by striking 
out "clause <B>" in the 2d sentence and sub
stituting "clause <2>". 

<2> Section 308b<a><l> is amended by strik
ing out "services" and substituting "serv
ice". 

<76> Page 18, lines 16 and 19, strike out 
"(1)" and "(2)" and substitute "(3)" and 
"(4)," respectively. 

<77> Page 18, line 20, strike out "(j)" and 
substitute "(k)". 

<78> Page 18, line 30, strike out "<3>" and 
substitute "(5)". 

<79> Page 18, beginning on line 36, strike 
out through the matter after line 39 on 
page 19 and substitute the following: 

< 6 ><A> Chapter 17 is amended by adding at 
the end thereof the following: 
"§ 908. Employment of reserves and retired 

members by foreign governments 
"(a) Subject to subsection <b> of this sec

tion, Congress consents to the following per
sons accepting civil employment <and com
pensation for that employment> for which 
the consent of Congress is required by the 
last paragraph of section 9 of article I of the 
Constitution, related to acceptance of 
emoluments, offices, or titles from a foreign 
government: 

"( 1> Retired members of the uniformed 
services. 

"(2) Members of a reserve component of 
the armed forces. 

"(3) Members of the Commissioned Re
serve Corps of the Public Health Service. 

"{b) A person described in subsection <a> 
of this section may accept employment or 
compensation described in that subsection 
only if the Secretary concerned and the Sec
retary of State approve the employment.". 

(B) The analysis of chapter 17 is amended 
by adding at the end thereof the following: 
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"908. Employment of reserves and retired 

members by foreign governments.". 
(80) Page 22, strike out lines 21 and 22 and 

substitute the following: 
<21) Section 704(e) is amended-
<A> in the first sentence, by striking out 

"On and after the effective date of this sub
section" and substituting "After June 30, 
1972,"; and 

<B> in the 3d sentence, by striking out 
"subsections" and substituting "subsection". 

<81> Page 23, strike out lines 33-35 and 
substitute the following: 

<A> in subsection <a><2><B>, by striking out 
"the date of enactment of this paragraph" 
and substituting "November 23, 1977,"; and 

(82) Page 28, strike out lines 1 and 2 and 
substitute the following: 

<C> in subsection (b)(l), by striking out 
"subsection (h), of section 415 of such title" 
and substituting "subsection (g), of section 
415 of this title"; and 

(83) Page 29, line 18, strike out "those" 
and substitute "such". 

(84) Page 30, strike out lines 11-13 and 
substitute the following: 

(89) Section 4207 is amended by striking 
out "the Accounting and Auditing Act of 
1950" and substituting "section 3523 of title 
31". 

(85) .Page 32, in the item related to "Oct. 
7" under "1975", strike out "811" and "539" 
and substitute "812" and "540", respectively. 

(86) Page 32, in the item related to "Nov. 
9" under "1979", strike out "809," in the 
"Section" column and "815," in the "Page" 
column. 

(87) Page 32, strike out the item related to 
"Dec. 1" under "1981" and substitute the 
following: 

Dec. 29 ..................................... 97-114 770 ................. . 
1982 Sept 8 ............................ 97-252 1104, 1121, 

1133(a). 

95 1590 
96 739, 754, 

761 

The PRESIDING OFFICER. With
out objection, the amendments will be 
considered en bloc. 

Mr. STEVENS. Mr. President, on 
behalf of Mr. THuRMoND, I ask unani
mous consent that an explanation of 
the amendments be printed at this 
point in the RECORD. 

There being no objection, the expla
nation was ordered to be printed in 
the REcoRD, as follows: 

ExPLANATION OP AMENDMENTS TO H.R. 4623 
The amendments being offered to H.R. 

4623 are technical in nature. The amend
ments make changes in titles 10, 14, 37, and 
38, United States Code, required by passage 
of the Military Construction Codification 
Act <Public Law 97-214), the Department of 
Defense Authorization Act, 1983 <Public 
Law 97-252), and the codification of title 31 
<Public Law 97-258), and to correct gram
matical and printing errors and to maintain 
consistency of style in titles 10, 14, 37, and 
38. 

DETAILED EXPLANATION OP SENATE 
AMENDMENTS TO H.R. 4623 

Amendments 1, 2, 6, 7, and 8 are necessary 
because of the restatement of section 813 of 
the Department of Defense Appropriation 
Authorization Act, 1976 <Public Law 94-
106), as amended by section 1104 of the De
partment of Defense Authorization Act, 
1983, as a separate section 133b of title 10. 

Alllend.ments 3-5 and 9 make changes to 
sections 133a and 138<c><5> of title 10 for 
consistency of style in title 10. 

Amendment 10 transfers the restatement 
of section 305 of the Act of June 11, 1965 
<Public Law 89-37), from section 135(d) of 
title 10 to section 138(1) of title 10 to provide 
a more appropriate classification. 

Amendments 11-13 are necessary because 
of the repeal of section 811 of the Depart
ment of Defense Appropriation Authoriza
tion Act, 1976 (Public Law 94-106), by sec
tion 1107<b> of the Department of Defense 
Authorization Act, 1983. 

Amendments 14-16 and amendment 17, as 
it amends section 931 of title 10, make tech
nical changes to maintain consistency of 
style in title 10. 

Amendment 17, as it amends chapter 49 of 
title 10, and amendments 18 and 19 restate 
part of section 501 of the Act of September 
28, 1971 <Public Law 92-129), as section 978 
of title 10 and part as section 1090 of title 10 
to provide more appropriate classifications. 

Amendments 20-22 are necessary to cor
rect an erroneous cross-reference in section 
1405 of title 10. 

Amendments 23 makes a technical and 
conforming change in section 1448 of title 
10 for consistency of style in title 10. 

Amendments 24-27 and amendment 30, as 
it amends section 2388<c> of title 10, make 
conforming cross-references in section 2239 
and 2388<c> of title 10 required because of 
the codification of title 31. 

Amendments 28 and 29 correct an errone
ous cross-reference in section 2315 of title 
10. 

Amendment 30, as it amends section 2394 
and 2395 <as enacted by section 2(b)(4) of 
Public Law 97-258), and amendments 31-33 
make renumbering changes and other con
forming changes required by sections 6<a><l> 
and 10(b)(5) of the Military Construction 
Codification Act. 

Amendment 34, as it adds new section 
2399 of title 10, is necessary because section 
770 of the Department of Defense Appro
priation Act, 1982 <Public Law 97-114), su
perseded section 100 Oast paragraph under 
heading "General Provisions"> of the Sup
plemental Appropriations and Rescission 
Act, 1981 (Public Law 97-12), restated in the 
bill as new section 2397 of title 10. The sec
tion is added as a new section 2399 because 
of the renumbering required because of 
amendments 31-33. Amendment 34, as it 
adds new section 2400 of title 10, transfers 
the restatement of section 404 of the Act of 
September 20, 1968 <Public Law 90-500), 
from section 2303(d) of title 10 to section 
2400 of title 10 to provide a more appropri
ate classification. Amendment 34 also makes 
a technical and conforming change in the 
analysis of chapter 141 of title 10. 

Amendments 35-37, 39, 43, and 45 are nec
essary to revise the restatement of section 
803 <a> and <c> of the Department of De
fense Appropriation Authorization Act, 1977 
<Public Law 94-361>, as part of section 2457 
of title 10 for clarity and consistency of 
style in title 10. 

Amendment 38 is necessary to maintain 
consistency of style in revised section 
2457(d) of title 10. 

Amendments 40-42 are necessary because 
section 1121 of the Department of Defense 
Authorization Act, 1983, added a new sen
tence to section 302(c) of the Department of 
Defense Appropriation Authorization Act, 
1975 <Public Law 93-365), restated in the bill 
as part of section 2457 of title 10. 

Amendment 44 is necessary to maintain 
consistency of style in title 10. 

Alllend.ment 46 repeals section 2661a of 
title 10 because section 7(2) and <8> of the 
Military Construction Codification Act re-

pealed provisions of law restated as section 
2661a by the codification of title 31. Amend
ment 46 also amends section 2664(a) and 
2665 to correct errors in amendments to 
those sections made by section 12<3><A> and 
<B> of the Maritime Act of 1981 <Public Law 
97-31). 

Amendments 47 and 48 make conforming 
cross-references in sections 2852<a> and 2859 
of title 10 required because of the codifica
tion of title 31 and also make a technical 
change in section 3068 of title 10 for consist
ency of style in title 10. 

Amendments 49-51 make changes in sec
tion 3992 of title 10 for consistency of style 
in title 10. 

Amendment 52 restates section 1133<a> of 
the Military Construction Codification Act 
as section 4356 of title 10. 

Amendments 53-58 make technical 
changes required because the Military Con
struction Codification Act added a new sec
tion 7309 of title 10 and a new chapter 169 
to title 10. 

Amendments 59-62 make changes in the 
analysis of subtitle C and sections 7861 and 
8992 of title 10 for consistency of style in 
title 10. 

Amendments 63-74 make technical 
changes in the restatement of sections 5 and 
6 of the Act of September 10, 1976 (Public 
Law 94-406), as sections 662 and 661 of title 
14, respectively, for consistency in the mili
tary titles. 

Amendments 75 and 76 are necessary to 
correct an erroneous cross-reference in sec
tion 305a of title 37 and to correct a gram
matical error in section 308b of title 37. 

Amendment 77 is necessary because sec
tion 2(1) of Public Law 97-258 added a sub
section "(j)" to section 406 of title 37. 

Amendments 78 and 79 transfer the re
statement of section 509 of the Foreign Re
lations Authorization Act, Fiscal year 1978 
<Public Law 95-105), from section SOla of 
title 37 to section 908 of title 37 to provide a 
more appropriate classification. 

Amendment 80 corrects an erroneous 
cross-reference in section 704<e> of title 38. 

Amendment 81 corrects an amendment to 
section 1662 of title 38. 

Amendment 82 corrects an erroneous 
cross-reference in section 3112 of title 38. 

Amendment 83 is necessary to maintain 
consistency of style in section 4118 of title 
38. 

Amendment 84 makes a conforming cross
reference in section 4207 of title 38 required 
because of the codification of title 31. 

Amendments 85-87 make changes in the 
Schedule of Laws Repealed required by 
these amendments. 

The PRESIDING OFFICER. With
out objection, the amendments are 
agreed to en bloc. 

The amendment <UP No. 1298) was 
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 en
grossment of the amendment and 
third reading of the bill. 

The amendment was ordered to be 
engrossed and the bill to be read a 
third time. 

The PRESIDING OFFICER. The 
bill having been read the third time, 
the question is, Shall it pass? 

So the bill <H.R. 4623) was passed. 
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Mr. STEVENS. Mr. President, I 

move to reconsider the vote by which 
the bill was passed. 

Mr. RIEGLE. Mr. President, I move 
to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

EXPRESSION OF THANKS TO 
FOR:rt!ER FIRST LADY BETTY 
FORD 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the Judiciary 
Committee be discharged from further 
consideration of House Concurrent 
Resolution 407, and ask for its immedi
ate consideration. 

The PRESIDING OFFICER. Is 
there objection? Without objection, it 
is so ordered. 

The concurrent resolution will be 
stated by title. 

The assistant legislative clerk read 
as follows: 

A concurrent resolution <H. Con. Res. 407> 
to express thanks to former First Lady 
Betty Ford. 

The PRESIDING OFFICER Is 
there objection to the present consid
eration of the concurrent resolution? 

There being no objection, the Senate 
proceeded to consider the concurrent 
resolution. 

Mr. STEVENS. Mr. President, in 
behalf of Senator BAKER, I would like 
to take this opportunity to join with 
my colleagues in paying tribute to a 
remarkable woman and a former First 
Lady, Betty Ford. Mrs. Ford's courage 
in facing up to personal travails serves 
as an inspiration to millions, and I am 
pleased to learn that her unflagging 
efforts are soon to be commended by 
the establishment of the Betty Ford 
Center at the Eisenhower Medical 
Center in Rancho Mirage, Calif. But, 
Mr. President, Mrs. Ford's contribu
tion to the national effort to combat 
chemical addiction extend beyond her 
own unselfish revelations that have 
provided hope and incentive to numer
ous afflicted individuals. She has dedi
cated herself to the legislative arena 
in California and provided impetus to 
fundraising endeavors for treatment 
facilities. Coming, as it does, in the 
wake of medical difficulties stemming 
from her battle with cancer, her ef
forts are all the more noteworthy and 
heartening. 

Mr. President, I move the adoption 
of the resolution. 

The PRESIDING OFFICER. The 
question is on agreeing to the resolu
tion. 

The resolution <H. Con. Res. 407) 
was agreed to. 

The preamble was agreed to. 
Mr. STEVENS. I move to reconsider 

the vote by which the resolution 
passed. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

NATIONAL ALZHEIMER'S 
DISEASE WEEK 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the Senate 
proceed to the consideration of Calen
dar No. 826, Senate Joint Resolution 
225. 

The PRESIDING OFFICER. With
out objection, the resolution will be 
stated by title. 

The assistant legislative clerk read 
as follows: 

A joint resolution <8. J. Res. 225) to pro
vide for the designation of the week begin
ning on November 21, 1982, as "National 
Alzheimer's Disease Week". 

The PRESIDING OFFICER. Is 
there objection to the present consid
eration of the joint resolution? 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the Senate in
definitely postpone consideration of 
Senate Joint Resolution 826 and in 
lieu thereof call up Calendar No. 846, 
House J·oint Resolution 496, which 
deals with the same subject matter. 

The PRESIDING OFFICER. Is 
there objection? Without objection, it 
is so ordered. 

The clerk will state the House joint 
resolution by title. 

The assistant legislative clerk read 
as follows: 

A House joint resolution <H.J. Res. 496) to 
provide for the designation of the week be
ginning November 21, 1982, as "National 
Alzheimer's Disease Week." 

The PRESIDING OFFICER. With
out objection, the joint resolution will 
be considered as ving been read the 
second time by titl . 
• Mr. EAGLETON. Mr. President, on 
August 3, I introduced Senate Joint 
Resolution 225, which we are consider
ing today, declaring the week of No
vember 21 of this year as "National 
Alzheimer's Disease Week." In the 
time since the resolution was intro
duced, 53 of my colleagues have joined 
with me in sponsoring this resolution. 
I believe the fact that a majority of 
Senators have jointed in sponsoring 
this resolution indicates the vast 
number of middle-aged and older 
Americans across this country who 
suffer from the silent epidemic of Alz
heimer's disease. 

Mr. President, although Alzheimer's 
disease is little known, it is a surpris
ingly common disorder which affects 
over 1lh million American adults. It is 
an insidious and relentless deteriora
tion of the mind which often occurs in 
middle age and which is now recog
nized as the most common cause of 
severe intellectual impairment in older 
individuals. 

At the present time, medical science 
does not know how to prevent or how 
to cure Alzheimer's disease. However, 
it is now known that Alzheimer's dis
ease and the dementias of aging are 
not the inevitable consequence of 
growing old; they represent pathologi
cal disease states subject to investiga-

tion and treatment. At present, the 
National Institute on Aging, as well as 
the National Institute of Neurological 
and Communicative Disorders and 
Stroke, the National Institute of Aller
gy and Infectious Diseases, and the 
National Institute of Mental Health 
are pursuing a cooperative research 
effort to increase the science base of 
fundamental knowledge about Alzhei
mer's disease, and to translate basic re
search findings pertaining to treat
ment into clinical studies and ulti
mately into improved health and 
social services structure and delivery. 

It is my hope, Mr. President, that 
passage of this resolution today, de
claring the week of Novemer 21, 1982, 
as "National Alzheimer's Disease 
Week," will lead to better understand
ing of the needs of Alzheimer's pa
tients and their families, to a height
ened awareness of our entire health 
care delivery system of the nature of 
this disease, to more intensive continu
ing education of physicians and nurses 
in the management of the disease, to 
bolstering families who too often are 
struggling alone to cope with the day
to-day vigil over the deterioration of 
loved ones, and to a systematic invest
ment of additional resources in basic 
and clinical research into the cause of 
and treatment for this dreaded afflic
tion.• 

Mr. STEVENS. Mr. President, I urge 
adoption of the resolution. 

The PRESIDING OFFICER. The 
question is on the third reading and 
passage of the joint resolution. 

The joint resolution <H.J. Res. 496) 
was ordered to a third reading, was 
read the third time, and passed. 

Mr. STEVENS. I move to reconsider 
the vote. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

NATIONAL PRODUCTIVITY 
IMPROVEMENT WEEK 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the Senate 
proceed to the consideration of Calen
dar No. 827. 

The PRESIDING OFFICER. The 
clerk will state it. 

The assistant legislative clerk read 
as follows: 

A resolution <8. Res. 453> designating the 
week of October 3 through October 8, 1982, 
as "National Productivity Improvement 
Week." 

The PRESIDING OFFICER. Is 
there objection to the present consid
eration of the resolution? 

There being no objection, the resolu
tion was considered, and agreed to. 

The preamble was agreed to. 
The resolution, and the preamble, 

are as follows: 
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S. RES. 453 

Whereas the economic stability and 
growth of this Nation relies largely on the 
collective industry and endeavor of its work
ing citizens; 

Whereas the time-honored tradition of 
American leadership in work related ingenu
ity and know-how brought about great 
strides in productivity; 

Whereas growth in productivity in turn 
improves the standard of living of United 
States citizens; 

Whereas public awareness of the econom
ic importance of productivity will promote 
individual and collective ideas and innova
tions for productivity improvement; and 

Whereas a conscientious effort to improve 
productivity will foster a better standard of 
living for all citizens and reduce the level of 
inflation: Now, therefore, be it 

Resolved. That, for the purposes of pro
viding for a better understanding of the 
need for productivity growth and of encour
aging the development of methods to im
prove individual and collective productivity 
in the public and private sectors, the week 
of October 3 through October 9, 1982, is des
ignated "National Productivity Improve
ment Week". The President is requested to 
issue a proclamation calling upon the people 
of the United States to observe such week 
with appropriate ceremonies and activities. 

Mr. STEVENS. I move to reconsider 
the vote by which the resolution was 
agreed to. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

NATIONAL MEDICAL 
LABORATORY WEEK 

Mr. STEVENS. Mr. President. I ask 
unanimous consent that the Senate 
proceed to the immediate consider
ation of Calendar No. 828, Senate 
Joint Resolution 178. 

The PRESIDING OFFICER. The 
resolution will be stated by title. 

The assistant legislative clerk read 
as follows: 

A Joint resolution <S.J. Res. 178> to au
thorize and request the President to pro
claim the second week in April as "National 
Medical Laboratory Week." 

The PRESIDING OFFICER. Is 
there objection to the present consid
eration of the joint resolution? 

There being no objection, the joint 
resolution <S.J. Res. 178> was consid
ered, ordered to be engrossed for a 
third reading, read the third time, and 
passed. 

The preamble was agreed to. 
The title was amended to as to read 

"Joint resolution to authorize andre
quest the President to proclaim the 
second week in April of 1983 as 'Na
tional Medical Laboratory Week' ... 

The joint resolution, and the pream
ble, are as follows: 

S.J. REs. 178 
Whereas the health of all Americans de

pends upon educated minds and trained 
hands; and 

Whereas laboratory tests are of the 
utmost importance in the diagnostic process 
of detecting disease in man; and 

Whereas the practice of modem medicine 
of the life-conserving standards we now 
enjoy would be impossible without scientific 
tests performed daily in the medical labora
tory; and 

Whereas maintenance of these standards 
and progress toward improvement in the 
quality of laboratory services depends on 
the dedicated efforts of professional practi
tioners of laboratory sciences; and 

Whereas through this dedication the med
ical laboratories of the United States have 
made a vital contribution to both the qual
ity of patient care and to the preservation 
of human life itself; and 

Whereas many Governors and mayors 
have through the years issued proclama
tions calling upon their citizens to give spe
cial attention to the pivotal role played by 
laboratory services in patient care; and 

Whereas the Government of the United 
States has supported signficant research to 
improve laboratory procedures and devel
oped standards for laboratory services pro
vided within Federal health programs: Now, 
therefore, be it 

Resolved by the Senate and House of Rep
resentatives of the United States of America 
in Congress assembled. That the President 
of the United States is authorized and re
quested to issue a proclamation <U designat
ing the second week of April of 1983 as "Na
tional Medical Laboratory Week", (2) invit
ing the Governors and mayors of State and 
local governments of the United States to 
issue similar proclamations. The President 
is further requested to (3) consider includ
ing in such proclamation an invitation call
ing upon the press, radio, television, and 
other communications media, the health 
care professions, and all other agencies and 
individuals concerned with programs for the 
improvement of laboratory services to unite 
during such week in public activities to im
press upon the peo of the United States 
the importance of laboratory services to 
their own welfare and that of our country, 
and to urge their support of programs to im
prove such services for all Americans. 

Amend the title so as to read: "Joint reso
lution to authorize and request the Presi
dent to proclaim the second week in April of 
1983 as 'National Medical Laboratory 
Week'.". 

Mr. STEVENS. Mr. President, I 
move to reconsider the vote. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

EMIGRATION AND RELIGIOUS 
AND CULTURAL FREEDOM IN 
ROMANIA 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the Senate 
proceed to the immediate consider
ation of Calendar No. 753, Senate Res
olution 445. 

The PRESIDING OFFICER. The 
resolution will be stated by title. 

The assistant legislative clerk read 
as follows: 

A resolution <S. Res. 445> to express the 
sense of the Senate concerning consulta
tions with the Government of the Socialist 
Republic of Romania with respect to facili
tation of increased emigration and the en
couragement of religious and cultural free
dom. 

The PRESIDING OFFICER. Is 
there objection to the present consid
eration of the resolution? 

There being no objection. the resolu
tion was considered and agreed to. 

The preamble was agreed to. 
The resolution, with its preamble, is 

as follows: 
S. RES. 445 

Whereas by bilateral trade agreement the 
Socialist Republic of Romania is entitled to 
most-favored-nation status in its trade and 
commercial relations with the United 
States; 

Whereas under the Trade Act of 1974 the 
continued extension of most-favored-nation 
status is conditioned on the freedom of Ro
manian citizens to emigrate to the country 
of their choice, unless this condition is 
waived by the President; 

Whereas the President may waive this 
condition only if he determines that it will 
substantially promote the objective of 
greater freedom of emigration; 

Whereas there are numerous reports of 
continuing serious difficulties concerning 
freedom of emigration from the Socialist 
Republic of Romania and of repression of 
religious and cultural freedom; 

Whereas both the United States and the 
Socialist Republic of Romania are signato
ries to the Final Act of the Conference on 
Security and Cooperation in Europe, <com
monly known as, and hereinafter in this res
olution referred to as, the "Helsinki Final 
Act">; 

Whereas the signatories to the Helsinki 
Final Act pledged to respect human rights 
and fundamental freedoms, including emi
gration for the purpose of family reunifica
tion and to "deal in a positive and humani
tarian spirit" with requests to emigrate for 
this purpose; 

Whereas the signatories under Principle 
VII of the Helsinki Final Act pledged to 
"recognize and respect the freedom of the 
individual to profess and practice, alone or 
in community with others, religion or belief 
acting in accordance with the dictates of his 
own conscience", to respect the right of per
sons belonging to national minorities to 
equality before the law, to afford them "the 
full opportunity for the actual enjoyment of 
human rights and fundamental freedoms", 
and to "protect their legitimate interests in 
this sphere" and confirmed "the right of 
the individual to know and act upon his 
rights"; and 

Whereas the Government of the United 
States will soon enter into consultations 
with the Socialist Republic of Romania con
cerning problems of emigration procedures: 
Now, therefore, be it 

Resolved, That it is the sense of the 
Senate that the United States in such con
sultation should seek credible assurances 
that the Socialist Republic of Romania will 
review its emigration procedures with a view 
toward-

< 1 > clarifying and simplifying them; 
<2> maintaining a steady consideration of 

emigration applications; 
<3> ellminating unreasonable preapplica

tion reviews and waiting periods; and 
<4> reducing the emigration application 

backlog, with special consideration for those 
awaiting departure for one year or more: 
And be it further 

Resolved, That continued harassment and 
persecution of religious groups and ethnic 
minorities in Romania contravenes the pro
visions of the Helsinki Final Act as well as 
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fundamental human rights and freedoms, 
and that the Government of the United 
States should pursue these matters with the 
Romanian Government and in appropriate 
international fora, including the Conference 
on Security and Cooperation in Europe. 

Mr. STEVENS. I move to reconsider 
the vote by which the resolution was 
agreed to. 

Mr. RIEGLE. I move to lay the 
motion on the table. 

The motion to lay on the table was 
agreed to. 

GOALS ON GENERAL AGREE
MEMT ON TARIFFS AND TRADE 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the Senate 
proceed to the immediate consider
ation of Calendar No. 628, Senate Res
olution 386. 

The PRESIDING OFFICER. The 
resolution will be stated by title. 

The assistant legislative clerk read 
as follows: 

A resolution <S.J. Res. 386) to express the 
sense of the Senate on the goals of the 
United States for the November 1982 meet
ing of ministerial-level representatives to 
the General Agreement on Tariffs and 
Trade. 

The PRESIDING OFFICER. Is 
there objection to the present consid
eration of the resolution? 

There being no objection, the resolu
tion <S.J. Res. 386) was considered, 
and agreed to. 

The preamble was agreed to. 
The resolution, and the preamble, 

are as follows: 
s. RBs. 386 

Whereas the Constitution vests in the 
Congress of the United States the authority 
to regulate commerce with foreign nations, 
and the Congress exercises this responsibil
ity in part by authorizing the President to 
establish international trading relationships 
that are consonant with congressionally ar
ticulated trade policies; 

Whereas the contracting parties to the 
General Agreement on Tariffs and Trade 
<GATT> have agreed to hold a ministerial
level meeting in November of this year, the 
purposes of which are to review the oper
ation of the GATT and its associated trade 
agreements, to discuss issues concerning the 
current world trading system, and to estab
lish the future course of international trade 
negotiations; 

Whereas the Senate is especially con
cerned that--

< 1 > existing trade agreements may not be 
fully adequate to prevent damaging distor
tions to United States and foreign agricul
tural markets resulting from unfair trade 
practices, especially subsicllzation; 

<2> barriers to trade in services and trade
related investment increasingly prejudice 
United States trade and must be brought 
under the common discipline of internation
ally agreed rules; and 

(3) the rapid development of new technol
ogies and new industries, fostered by Gov
ernments• diverse domestic industrial and 
trading policies that target particular sec
tors for protection and aid, increasingly dis
tort traditional trading patterns and rules 
to the detriment of competitive United 
States industries; and 

Whereas the negotiating objective speci
fied in section 107 of the Trade Act of 
1974-to obtain an effective safeguards 
agreement--has not been realized: Now, 
therefore, belt · 

Resolved, That it is the sense of the 
United States Senate that the United States 
should seek through the GATT ministerial 
meeting agreement among the contracting 
parties-

< 1 > to review the adequacy of the agree
ments concluded in the Tokyo round of mul
tilateral trade negotiations, with particular 
emphasis on the disparate treatment of pri
mary and nonprimary products provided in 
the agreement on implementation and ap
plication of articles VI, XVI, and XXIII of 
the GATT <the subsidies code) and on the 
disputes settlement provisions; 

<2> to commence the process leading to 
international arrangements to reduce or to 
eliminate restrictions on trade in services, 
trade-distorting investment restrictions, and 
barriers to trade in high technology prod
ucts; and 

(3) to complete negotiations on a compre
hensive agreement on safeguards; and be it 
further 

Resolved, That the United States Govern
ment should facilitate the process of achiev
ing domestic and international concensus on 
the nature of the fast-changing and increas
ingly integrated world trading system, espe
cially as affected by the rapid introduction 
of new technologies and adoption of indus
trial targeting policies, by establishing do
mestic and international commissions, com
posed of experts from the public and private 
sectors, charged with analyzing and makin.g 
recommendations on these issues. 

Mr. STEVENS. I move to reconsider 
the vote by which the resolution was 
agreed to. 

Mr. RIEGLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

ORDER FOR STAR PRINT-S. 2916 
Mr. STEVENS. Mr. President, at the 

direction of the Committee on Appro
priations, I ask unanimous consent 
that the bill, S. 2916, the Treasury, 
Postal Service, and General Govern
ment Operations Act for fiscal year 
1983, and the report accompanying 
that bill, Senate report 97-547, be star 
printed with certain technical and sub
stantive modifications. These changes 
are necessary to resolve a disagree
ment as to the budgetary impact of 
the measure. I send to the desk a copy 
of the bill and the report showing the 
requested modifications. 

The PRESIDING OFFICER. Is 
there objection? The Chairs hears 
none, and it is so ordered. 

THE 195 YEARS SINCE THE CON
STITUTION OF THE UNITED 
STATES WAS SIGNED CELE
BRATED ON CAPITOL HILL 
Mr. RANDOLPH. Mr. President, 1 

week ago today, September 17, we 
celebrated at the U.S. Capitol, Citizen
ship Day. The program that breakfast 
morning was one not only of interest 
but it gave the opportunity for, let us 

say, revival, perhaps a renaissance, it 
certainly could be called a resurgence 
of concern about the necessity for the 
American people, perhaps especially 
the younger people, to think in terms 
of this country's history, not only the 
signing of the Declaration of Inde
pendence by the 56 delegates, then the 
framers to the Constitution at a later 
date. There is an urgent necessity in
creasing through the years, for us to 
be responsive to the words by George 
Washington when he left the Presi
dency of the United States in that 
farewell address, of course never 
spoken but written, and we have it 
read each year in the Senate. 

The President of the United States, 
George Washington, used this expres
sion: "Citizens by birth, or choice, of a 
common country, that country has a 
right to concentrate your affections." 

The word "affection" then had the 
meaning that in a sense it can have 
now, but in the English of that day as 
used by the President he meant com
mitment. That was necessary then in 
the morning hours of this Republic. 
Now-a reminder of the need, not just 
to look at a day or an hour but to look 
at the substance, the vision and the 
spirit of America from its beginning. 
Hopefully all of those values continue 
to be viable today, in this Nation with 
a population of approximately 240 mil
lion people. We look back but certain
ly there is every reason to look for
ward, not with fear but with faith that 
we, as they, in different roles can con
tinue to strengthen this Nation and 
live as they wished us to live in a spirit 
not only of freedom but of responsibil
ity as wen. 

Sponsored by Convention II and the 
Center for the Study of Federalism of 
Southeastern University, the program 
opened with the inspirational singing 
of the 19th Street Baptist Church 
Choir. We were welcomed by Conven
tion II founder Boris Feinman. On 
behalf of Senator Hatch, General 
Counsel Randall Rader updated us on 
the business of the Subcommittee on 
the Constitution, namely S. 2671, a bill 
to establish a commission to coordi
nate the commemoration of the bicen
tennial of the Constitution. We also 
discussed the Constitution bicenten
nial theme, "Battalions for the 
Ballot." Tim Leighton, president of 
Convention II, urged creation of a 
Constitution Bicentennial Commission 
and explained the role of the Center 
for the Study of Federalism of South
eastern University, directed by Robert 
Higgins. Southeastern's president Dr. 
James G. Bond was with us, as was 
Vincent Reed of the Washington Post. 

At the conclusion of our program, all 
200 guests joined with migrant farm 
youths-Julio Alonzo, Perry Long, and 
Heather Hernandez, in lighting 195 
red, white, and blue candles-one for 
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each year since the Constitution was 
framed. 

Mr. President, I ask unanimous con
sent that the remarks by participants 
in the celebration of the 195th birth
day of the Constitution of the United 
States be printed in the RECORD. 

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

REMARKS BY BORIS F'EIIOIAN, FoUNDER AND 
~RMAN,CO~ONII 

Welcome, friends. I believe this breakfast 
represents the national opening event in the 
observance of Citizenship Day and Constitu
tion Week 1982. 

Our keynote is simple: the Constitution of 
the United States is the most wonderful po
litical document devised by the brain of 
Man. We must nourish it and cherish it 
with an immersion into its functioning as it 
nears its 200th birthday in 1987. 

Here is a Proclamation of the President of 
the United States, dated June 24, 1982. 
President Reagan proclaims that the Con
gress has designated September 17 as Citi
zenship Day and the ensuing week as Con
stitution Week, and calls upon the Nation to 
conduct appropriate ceremonies and pro
grams pertinent to the joys and duties of 
American Citizenship, and the safeguarding 
of our Freedoms which are unique in all the 
world. 

And I am sad when I voice what you all 
know to be true: the response to that Proc
lamation is mlnlmal. I feel a melancholy 
that September 17 has not become a great 
national holiday equal in rank to July 4th. 

The follow-up keynote therefore is that 
we must strive to make September 17 the 
day of American intellectual triumph, as 
great as July 4-the day of American 
intellectual/military triumph. 

I believe we can best do that by immediate 
creation of a Congressionally authorized 
Constitutional Bicentennial Commission 
around which we can focus efforts toward 
that goal. 

Today's program is crafted toward that 
end. Convention II has been engaged in 
building a coalition including you, our 
guests and others. We w1ll identify like
minded organizations and programs. We w1ll 
review the status of current bills in Con
gress aimed at creating a Commission and 
suggest a theme for the Bicentennial Era 
from now til 1987 as "The Constitution's 
Era: A time for Citizenship Education." We 
w111 talk about actions-lobbying actions, to 
move Congress to Commission Creation, dis
cuss some other future plans and conclude 
on a note of ceremony, symbolism and song. 

And we w1ll confidently prepare ourselves 
for the immediate creation of a Constitu
tional Bicentennial Commission. 

REMARKS BY SENATOR 0JllUN G. HATCH, DE
LIVERED BY RANDALL RADER, GENERAL 
COUNSEL TO SENATE SUBCOIDIITTD ON THE 
CONSTITUTION 

September 17, 1987, w1ll be the Two-Hun
dredth Anniversary of the approval in Con
vention of the Constitution of the United 
States of America. Perhaps the significance 
of this historic event is best summarized by 
the findings on Section 2 of S. 2671: 

"Sec. 2. The Congress finds that-
"<1> The Bicentennial of the Constitution 

Convention's adoption of the Constitution 
occurs on September 17. 1987; 

"<2> The Constitution enunciates the llml
tatlons on government, the inalienable 

rights of man, and the timeless principle of 
individual liberty and responsibility for the 
people of the United States of America; 

"(3) This document has set an enduring 
example of representative democracy for 
the world; and 

"(4) The maintenance of the common 
principles that animate our Republic 
depend upon a knowledge and understand
ing of their roots and origins." 

At the time of the Constitution's Centen
nial commemoration, President Grover 
Cleveland remarked: 

" If the American people are true to their 
sacred trust another Centennial day w1ll 
come, and millions yet unborn w1ll inquire 
concerning our stewardship and the safety 
of their Constitution. God grant they may 
find it unimpaired and as we rejoice to-day 
in the patriotism and devotion of those who 
lived 100 years ago, so may those who follow 
us rejoice in our fidelity and love for consti
tutional liberty." Public Papers of President 
Cleveland, Address of Sept. 17. 1887. in 
Philadelphia. 

We are now swiftly approaching the 
second centennial of the Constitution when 
President Cleveland promised that "millions 
yet unborn" would "rejoice" because the 
American people have been "true to their 
sacred trust." Just as the United States 
paused a century ago under the leadership 
of President Cleveland to examine the "pa
triotism and devotion of those who lived 100 
years" earlier and to chart a course for 
"those who follow," the Bicentennial of the 
Constitution offers anew an opportunity for 
the nation living under that Document to 
educate itself, to evaluate itself, and to re
dedicate itself. 

This educating, evaluating and rededicat
ing experience w1ll be vital to t:nsure that 
"those who follow us" a century hence w1ll 
"rejoice in our fidelity and love for constitu
tional liberty." 

The hearing held by the Constitution 
Subcommittee highlighted the importance 
of this bicentennial commemoration to edu
cate, evaluate, and rededicate Americans to 
our Constitutional Republic. The dire need 
for nationwide education about our system 
of constitutional freedoms was established 
by Mr. Richard B. Morris, Professor of His
tory Emeritus, Columbia University, in Con
stitution Subcommittee Hearings. 

Granted the Constitution's central place 
in American political life, it is hardly disput
able that the public's understanding of the 
Constitution is at a low ebb, and that young 
people completing high school take with 
them an abysmal sum of ignorance about 
the Constitutional system of this Nation. 

In the two national assessments of per
formance on citizenship, made first in 1969 
and the second as recently as 1976, it was 
disturbing to find that test scores declined. 
More disturbing was the relevation that 
scores on citizenship and social studies de
clined more than those in reading, writing, 
and science. The declines for the 17-year 
olds were by and large greater than for the 
9-year olds and the 13-year olds. 

Half the students of each age thought 
that the President could appoint Members 
of Congress. Only a little more than half of 
the 17-year olds and 32 percent of the 13-
year olds knew that each State has two Sen
ators. Less than half of the 17-year olds and 
less than one-fourth of the 13-year olds 
knew that appointments to the Supreme 
Court must be confirmed by the Senate, 
while a big majority of the 17-year olds felt 
that a two-thirds voted by the Justices of 
the Supreme Court was necessary to declare 

a law unconstitutional. Hearing before the 
Subcommittee on the Constitution of the 
Senate Judiciary Committee on the Estab
lishment of a Commission on the Bicenten
nial of the Constitution, 97th Cong., 1st 
Sess., Sept. 17, 1981 <hereinafter "Hear
ing"). 

This Bicentennial offers an opportunity to 
correct this educational problem and foster 
a better understanding of our representative 
government. Because ours is a "government 
of the people, by the people, for the 
people," its function and survival very di
rectly depend on the capacity of the people 
to convert an understanding of our Consti
tutional system into self-government and 
citizen participation. The Republic depends 
on citizens to vote responsibly, to hold 
public offices, to serve in the armed forces, 
to give testimony at public hearings, to par
ticipate in juries, to engage in discussions of 
public affairs, to offer voluntary service in 
community settings, and to raise the respon
sible citizens of the future in family set
tings. Without a working knowledge of our 
charter of freedoms and voluntary activities 
in conjunction with such understanding, our 
participatory government would soon 
perish. Our Government is only as strong as 
the understanding and w1ll of the people 
who comprise it. In a very real sense, the 
educational aspect of the bicentennial com
memoration is a "national defense" pro
gram. 

This bicentennial offers also the opportu
nity to evaluate the successes of our govern
ing institutions since their inauguration in 
1787. 

The Founding Fathers set forth standards 
for assessment. They expected the "self-evi
dent truth that all men are created equal" 
to guarantee that all "are endowed by their 
Creator with certain inalienable rights," in
cluding the rights to "life, liberty, and the 
pursuit of happiness." Indeed, they assert
ed, "That to secure these rights, govern
ments are instituted among men, deriving 
their just powers from the consent of the 
governed." They further expected their ef
forts "to form a more perfect Union, estab
lish justice, insure domestic tranquility, pro
vide for the common defense, promote the 
general welfare, and secure the blessings of 
liberty." The success of our institutions 
could well be judged by how well they have 
accomplished these objectives. Such an as
sessment could only teach profound respect 
for the wisdom and insight of our Founding 
Fathers. 

Finally, the bicentennial offers the oppor
tunity for the American people to rededi
cate themselves to the common principles 
that have formed the basis for our National 
strength and prosperity. In the words of 
General William C. Westmoreland, "As we 
begin the third century of the United States 
of America, the American people should 
renew their knowledge about our heritage 
and should rededicate themselves to the 
maintenance of a republic under the consti
tution." Hearing, Supra. 

The Constitution, paradoxically, grows 
and becomes more effective over time not 
through a process of change and evolution 
but instead through a process of study and 
application of its unchanging principles. The 
growth and effectiveness of the Constitu
tion Is most evident in the dedication of 
Americans to its changeless tenets. The 
Constitution has proven durable-not be
cause it Is an evolving or flexible document 
but because it addressed principles that 
were enduring and because it created lnsti-

' 
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tutions that were in accord with the reali
ties of man's existence. Hearing, Supra. 

This time of rededication will, in a sense, 
strengthen the Constitution and its ability 
to perpetuate our system of ordered liberty, 
and a comprehension that "the mainte
nance of the common principles that ani
mate our Republic depend upon a knowl
edge and understanding of their roots and 
origins" were eloquently summarized by 
Senator Charles McC. Mathias, a sponsor of 
s. 2671: 

"The Founding Fathers were able to dis
till their knowledge of the history of man
kind in a way that resulted in the provisions 
of the Constitution. They had obviously 
read Herodotus . . . They had read the 
"Spirit of Laws" by Montesquieu. They 
knew Locke; they knew all of the great au
thors of both political theory and historical 
fact. 

"It is as the result of their knowledge and 
their preparation that we have a Constitu
tion. It is ... 

"A great Constitution; but it . . . has to be 
implemented day by day by the men and 
women of the United States of America ... 

"We cannot implement the Constitution 
in the spirit in which it was written unless 
our knowledge of it is as intimate as the 
knowledge of the members of the Constitu
tional Convention . . . 

"Issues present themselves which demand 
resolution against the framework of the 
Constitution. We will be inadequate to the 
job of resolving those issues unless we know 
as much about the Constitution as the dele
gates to the Convention who wrote it. 

"Therefore, . . . it is vital that we stimu
late interest . . . in its origins and anteced
ents and its spirit." Hearing, Supra. 

Thus, education, evaluation, and rededica
tion are essential to focus America's atten
tion on the legacy they inherited from those 
who lived two hundred years ago and on 
their responsibility to protect it for those 
who will live two hundred years in the 
future. 

The hearing held by the Constitution 
Subcommittee devoted considerable atten
tion to the question of the role to be played 
by the Federal Government in the Bicenten
nial commemoration. Although conclusions 
about the degree of Federal involvement 
varied, all witnesses and Senators on the 
Committee agreed that, in the words of Mr. 
Ronald Hoffman, Symposia Director, U.S. 
Capitol Historical Society, "It is, after all, 
the anniversary of the founding of the Na
tional Government that we are celebrating 
in the bicentennial of the Constitution." 
Hearing, Supra. Therefore, the Federal 
Government should at least play some role 
in the commemoration of its own birth. 

Federal involvement is also necessary for 
several practical reasons. Because no enter
prise is likely to reach its own objectives 
without adequate planning, the essential 
goals of this commemoration depend on co
ordination and planning that will probably 
only be undertaken by a Federal body. Pri
vate and state authorities should not be re
sponsible to undertake a project to coordi
nate the commemoration of the birth of the 
Federal Government, but will undoubtedly 
look to the Government itsell to undertake 
the task. With all private and state entities 
deferring to the Federal Government, ad
vance planning is likely to be postponed 
until too late. Already we are only five years 
away from the anniversary of the Mount 
Vernon Commercial Conference that was an 
important step toward the monumental 
meeting of the Constitutional Convention in 

Philadelphia, May 25, 1787. If planning and 
coordination are to be undertaken in a 
timely fashion, the Federal Government 
will need to inaugurate the process. 

A Federal presence in the commemoration 
effort is also necessary to attract funding 
from private corporations and foundations. 
In the absence of a demonstration of inter
est by the Federal Government, private 
sources of funding may not be easily per
suaded of the importance of supporting this 
commemoration as they so generously 
backed the Bicentennial of the Declaration 
of Independence. 

Perhaps the most important reason for 
Federal involvement, however, was best 
stated by General William Westmoreland: 

"The Federal Government must be in
volved so that all the people throughout 
this Nation-from the people in Lexington 
and Concord, Mass., where the Revolution 
began to the modem-day pioneers on the 
frontiers of Alaska; from the descendants of 
the Jamestown settlers to the Vietnamese 
boat people; from the citizens of northeast
em Maine to the residents of Niihua Island 
in Hawaii-realize the great heritage of de
mocracy and personal freedom formulated 
by the Constitutional Convention in 1787 
and protected and strengthened by follow
ing generations. 

"Only when there is a national focus can 
there be a genuine general commemoration 
or rededication at the 200th anniversaries of 
the fundamental documents which have 
formed and maintained our democratic Gov
ernment." Hearing, Supra. 
If this is to be a successful national cele

bration of all the people, then the only 
entity which expresses the will of all the 
people of the United States must acknowl
edge the anniversary of the document 
which has guaranteed the liberties of those 
people. 

Accordingly, after months of contemplat
ing the appropriate degree of Federal com
mitment to this objective, all Senators on 
the Subcomittee on the Constitution joined 
me in the introduction of S. 2671, a bill to 
establish a commission to coordinate the 
commemoration of the Bicentennial of the 
Constitution. This bill contemplates a 
modest role for the Federal Commission of 
encouraging and coordinating commemora
tion activities. 

S. 2671 further contemplates a commemo
ration consisting of more enduring activities 
than a series of pyrotechnic displays and pa
rades. While celebrative activities are impor
tant to rekindle our national pride in the 
Constitution, a national reexamination of 
our nation's common principles and their 
embodiment in the language of the Consti
tution is perhaps more important. 

S. 2671 is true to the Constitution's en
lightened principles of federalism by recog
nizing a pivotal role for the States. The Fed
eral Bicentennial Commission, under the 
plan envisioned inS. 2671, will play an im
portant role as a coordinator, but will only 
undertake a "limited number" of worthy 
projects. States, on the other hand, should 
perceive no limits on the activities within 
the will of their citizens. The Federal Com
mission should encourage such State activi
ties. 

S. 2671 is also true to the Constitution's 
principle of limited national government in 
that it recognizes a leading role for the pri
vate sector. Private organizations through
out the national and in every community 
will perhaps carry the greatest weight in 
making this commemoration significant. 
The Federal Commission should encourage 

such private activities to make the Constitu
tion's mesage meaningful in each of Ameri
ca's communities and homes. 

S. 2671 is also true to the Constitution's 
respect for a diversity of thought and ex
pression. The Federal Commission created 
by S. 2671 will not espouse any single, 
narrow view of what is most important 
about the Constitution or its historical de
velopment. The Federal Commission's focus 
should be the men and events of 1787, not 
controversial interpretations of 1987; the 
Federalist Papers and the ratification de
bates in the States, on the textbooks of 
modem law schools; the substantive provi
sions of our nation's foundational docu
ment, not the proposed legislative agenda of 
any single party or group. 

One final observation argues strongly for 
creation of a Commission to commemorate 
the Bicentennial of the United States Con
stitution. S. 2671 is also true to the Consti
tution's principle of a separation of powers. 
All three branches of Government will par
ticipate in the Commission. This point calls 
to mind six years ago we paused to com
memorate the Declaration of Independence 
and the celebration of its Bicentennial. The 
culminating moment of that celebration 
came on July 4, 1976, when we as a Nation 
paused to rejoice and reflect upon the docu
ment that enunciated the intent of the 
American people to be free. We are all fa
miliar with the aspirational language of 
that document: 

"We hold these truths to be sell-evident; 
that all men are created equal, that they are 
endowed by their Creator with certain una
lienable rights, that among these are life, 
liberty, and the pursuit of happiness." 

With this elevating affirmation of pur
pose, the former colonies of Britain in the 
New World embarked on a course that 
would produce the United States of Amer
ica. A war, a loosely bound confederation of 
sovereign states, and 11 difficult years came 
between the aspiration of the Declaration 
and the contract between the PeoPle and 
the States to carry out its noble objectives. 

These two documents, the Declaration 
and the Constitution, launched the free 
peoples of America upon a course of sell
government-a course we have learned is 
fraught with responsibilities and obligations 
as well as opportunities and liberties. In the 
words of Abraham Lincoln: 

"All this is not the result of an accident. It 
has a philosophical cause. Without the Con
stitution and the Union, we could not have 
attained the result; but even these, are not 
the primary cause of our great prosperity. 
There is something back of these, entwining 
itsell more closely about the human heart. 
That something, is the principle of 'Liberty 
to all' -the principle that clears the path 
for all-gives hope to all-and, by conse
quence, enterprise and industry to all. The 
expression of that principle, -in our Declara
tion of Independence, was most happy and 
fortunate." ("Fragment on the Constitu
tion", Lincoln, A., quoted in "The l,dving 
Constitution", Padover, Baul, p. 65.) 

As Lincoln realized, the Declaration ex
pressed the goal, the motivating philosophy; 
the Constitution created the structure to 
"attain the result." In one sense, the Decla
ration was the "end". the Constitution the 
"means" of the American experiment in 
sell-rule. 

This brief discussion of the interrelation
ship between these two documents is rele
vant to S. 2671 because the United States 
has already committed vrg;t resources to 
commemorating the inauguration of our"'ln-
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dependence with the signing of the "ends" 
document. Soon the Bicentennial of the 
signing of the "means" document will be 
upon us. S. 2671 does not ask for vast re
sources, but it does ask the Federal Govern
ment to recognize what Prime Minister Wil
liam Gladstone of Britain, on the occasion 
of the Constitution's Centennial, 
called ... 

" ... the most remarkable work known to 
me in modem times to have been produced 
by the human intellect." 

At this point, I would like to share with 
my colleagues a brief and incomplete sketch 
of the history of the Constitution. Perhaps 
no history of the Constitution can ever be 
complete because countless lives and count
less generations have contributed to its 
making. Nonetheless, as we add daily to the 
history of the Constitution in this body 
formed pursuant to that document, we 
should pause occasionally to consider from 
another vantage point the origin of the 
foundation of our Republic. 

REIIARKS BY SENATOR JENNINGS RANDoLPH 

BATTALIONS FOR THE BALLOT 

It is encouraging to join with advocates of 
responsible citizenship and believers in the 
pioneering legacy of America and the posi
tive future of our Republic. 

The Father of our Country, George Wash
ington, in his farewell address after serving 
as our first President, said: "Citizens by 
birth, or choice, of a common country, that 
country has the right to concentrate your 
affections." 

These words indeed present a challenge to 
each citizen of our United States-a chal
lenge to recognize and respond to a very 
solemn obligation, a responsibility of the 
first order. 

What is implied in Washington's chal
lenge? Each citizen, I believe, must make a 
personal commitment to participate in our 
government and its processes. 

The ballot is provided in our democratic 
form of government to assure that partici
pation. Through it, each citizen can fulfill 
his or her most basic responsibility. 

The right to vote carries with it the re
sponsibility to cast the ballot. I emphasize 
the right to vote. Our founding fathers did 
not make the vote a privilege, but a right 
with the responsibility that it be exercised. 
H not exercised, this right will diminish, de
teriorate and cease to exist. 

Each citizen in our Republic, 18 years of 
age or older, has the right to vote-to exer
cise our cherished franchise of freedom, our 
franchise of duty. 

And yet it is a sad reality that only 53.3 
percent of the eligible voters in the United 
States cast their ballots in the 1980 presi
dential election. Two days ago-on Septem
ber 14, only 25 percent of the voters went to 
the polls for the Vermont primary election. 
Earlier this year, only 28 percent turned out 
in Michigan; and in Virginia only an esti
mated 10 percent. 

This national tragedy of our making, or 
unmaking, occurs because voter participa
tion is critically important to sustaining our 
democracy. The continuing integrity of the 
voting process depends on the active in
volvement of our citizens. Our government 
will continue to serve us well so long as 
apathy does not result in rule by a few. 

Success in countering voter apathy will 
not result from a Federal program, or proc
lamations from Washington. Only a rebirth 
of individual responsibility will reverse this 
tragic trend. 

Our challenge was presented almost two 
centuries ago. George Washington, the de-

termined delegates who signed our Declara
tion of Independence and the fearless fram
ers of our Constitution met the challenge of 
their time. And so must we meet our chal
lenges. We must sound the clarion call and 
organize the crusade. We must motivate citi
zens to register and vote. I repeat to vote. 

We have needs and problems and goals to 
share. It's a test of our purpose and how 
much we care. The challenge is now! Citi
zens awake! Battalions for the ballot! Our 
future's at stake! 

ATTACHKENT ''D'' 
REIIARKS BY W. ROBERT HIGGINS, DIRECTOR, 

CENTER FOR THE STUDY OF FEDERALISM 

The Center for the Study of Federalism of 
Southeastern University is most pleased to 
begin its active life with the addition of the 
Convention II youth education program. 
Boris Feinman is a man of vision. This con
cept of a model Constitution Convention 
where high school students may attain 
hands-on knowledge of the Constitutional 
process and direct democracy, which began 
eight years ago, reflects his vision and mir
rors his concept of the role United States 
citizens should maintain to keep our govern
ment free and democratic. 

Bob Feinman has done many fine things 
in his life, but surely one of the best was to 
recognize the potential for leadership of a 
high school student who participated in the 
first Convention II seminars. This young 
man is Tim Leighton, president of Conven
tion II. The Center for the Study of Feder
alism is very fortunate to acquire not only 
the successful programs of Convention II, 
but also the talent of Tim Leighton. 

The guiding force behind the information 
of the Center for the Study of Federalism is 
Mervin K. Strickler, Jr. Merv is a man of 
many talents and over the last six months I 
have been fortunate enough to work with 
Merv and watch him tum his tremendous 
energies toward the goal of a study center in 
Washington where the Federal governments 
of the world-past, present and future-may 
be examined and the knowledge gained then 
be transmitted to the American public at 
large. We all owe Merv Strickler a great 
debt. 

Merv's ideas, Bob's brain child, and Tim's 
ability all needed a home-an acadelnic set
ting which would provide an atmosphere 
adequate for nurturing a new concept. Uni
versities have, from their origins in the 
Iniddle ages, done just that, and the Center 
for the Study of Federalism needed such a 
base. Merv proposed his plan to Ralph Rich
ard, Chairman of the Board of Southeast
em University, and Ralph's response was 
enthusiastic. Since the original meeting 
when Ralph agreed and took as his own the 
vision put forward by Merv Strickler, Ralph 
Richard has provided every assistance to 
assure the success of Southeastern Universi
ty's Center for the Study of Federalism. 

One of the first activities which we at the 
Center undertook, and which we are still 
pursuing, is to gain the services of a group 
of men and women to help guide the devel
opment of the Center. In trying to identify 
the specific individuals for the Board, we 
have looked at the skills, experience, and 
expertise of a number of people to ensure 
that we can obtain the knowledge necessary 
to guarantee the success of this Center. Our 
Advisory Board is growing and I am very 
pleased to have many of the members here 
with us this morning. The Board will meet 
over lunch today. 

In addition to Convention II, the Center is 
beginning its activities with a series of selni-
nars-some independently and some in con-

junction with other groups and organiza
tions. The first of these meetings here in 
Washington will be on October 22 in con
junction with Federal Union, founded by 
Clarence K. Streit who is here with us 
today. The subject on the 22nd will be "Fed
eralism and the Growing Sense of World 
Community." This seminar will be held to 
coincide with Federal Union's Annual Meet
ing. The seminar will be open to the public 
and you will be hearing more about it in the 
next weeks. 

REMARKS BY TIMOTHY LEIGHTON, PREsiDENT 
OF CONVENTION II 

You have heard in most eloquent terms 
that the time and need for our Constitu
tion's Bicentennial Comlnission is upon us
and we need it NOW. The challenge to 
those of us here at this breakfast commemo
rating the 195th Birthday of the Constitu
tion is to convince Members of Congress to 
act with dispatch to authorize the President 
to appoint a Comlnission which Inight then 
begin its best efforts so that we Americans 
can and will look deep within ourselves to 
perpetuate our good efforts and refocus 
other thinking-all with the goal that a 
young Convention II participant annunci
ated. A friend from Washington state wrote 
a letter, not unlike other notes from our 
Delegates: 

"H more young Americans are made 
aware of what goes on inside our govern
ment, they will become more responsible 
citizens. If more people know how our gov
ernment functions, they will understand the 
qualities needed to be a high official and 
they will carefully select the right people to 
lead our country." 

This Comlnission provides America with a 
catalyst to achieve this and other goals. 

The Senate of the United States has re
sponded firlnly. Passage on the Floor is ex
pected next week of the bill to establish a 
Bicentennial Comlnission. We now have just 
a few short weeks to encourage the House 
of Representatives to follow suit. Let us 
build our own temporary coalition for this 
purpose and coordinate efforts of people in 
the Executive, Judicial and Legislative 
branches of the Federal government, with 
people in State and local governments along 
with associations, interest groups and indi
viduals. As we learn of each other's interests 
and efforts, we can energize for mutual suc
cess. 

In the House of Representatives the first 
step is for the Subcommittee on Census and 
Population to hold hearings, if necessary, 
and report a bill to the Committee on Post 
Office and Civil Service, which must act fa
vorably in order for the full House to con
sider legislation. Hopefully, the final lan
guage will be silnilar enough to the Senate 
bill that we can avoid conference. 

For seven years, Convention II has been 
striving to facilitate collaborative efforts to 
intensify the understanding of and appre
ciation for the Constitution by American 
citizens. Now we ask you very specifically to 
help us establish this Bicentennial Comlnis
sion on the Constitution by direct contact 
with Members of Congress, particularly 
those serving on the House Committee on 
Post Office and Civil Service. Let us know 
what you will do, send us copies of what you 
then did do, and together we will create and 
succeed. 
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REMARKS BY VINCENT REED, VICE Plu:smENT 
FOR COIOIUNICATIONS, THE WASHINGTON 
POST 

I am pleased to have this opportunity to 
put my support behind the creation of a 
Constitutional Bicentennial Commission. As 
an outgrowth of this Commission, I am 
looking forward to a renewed initiative for 
citizenship education. I have been told in 
the past that you cannot mandate citizen
ship and while I agree that you cannot man
date citizenship, I do know that we can put 
certain things in place that will lead to 
adults and children thinking citizenship and 
how important it is to this country. 

Citizenship education will give us the op
portunity to teach adults and children to re
spect themselves, to have respect for others, 
to formulate and express opinions, to pay 
taxes, to serve on juries and to defend this 
country when necessary. In this country we 
have 16,000 school districts and in those 
school districts we have 41 million elementa
ry and secondary school children and we 
need to challenge these young people into 
thinking about citizenship. 

In the next 3 to 17 years, everyone of 
those 41 million children will be adults. 
Wouldn't it be beautiful if those 41 million 
as adults would have been trained to be sen
sitive, dedicated, loyal Americans? I really 
feel that when we have put citizenship on 
the back burner on so many of our school 
systems, we have a surge of disloyalties to 
this country. And I say regardless of what 
this country is, it is our country and we 
have to defend our country and at the same 
time work within the framework to correct 
the ills we define. 

I am of a family of 17 children-14 boys 
and you can believe that on many occasions 
we had a fight within our family. But, you 
can believe that any time anyone on the 
outside dared to attack this family. again 
you can believe we united as one force and 
that's what this America is all about. 

Let me take a minute to tell you a story 
about my private life to reinforce what Sen
ator Randolph said to you on the value of 
one vote. When I was a young boy, my 
mother and I went into a candy store. The 
proprietor of this candy store was stirring a 
large vat of peanuts and he was putting a 
sugar coat covering on these peanuts. While 
he was stirring, one peanut fell from the vat 
and he stopped and put that peanut back 
into the vat. So after we left the store, I was 
so intrigued that I asked my mother, "Why 
did he stop to pick up that one peanut?" 
and my mother said to me, "Remember, 
that peanut may be the one to make up a 
pound." And as I say to Senator Randolph, 
to make up the vote, even one vote may be 
the one that tops the scale. 

We have come a long way since 1979. All 
of us who have been in favor and have been 
advocates of citizenship education have now 
approached the time and we have to push 
hard to make sure that all of our citizens 
understand how great our country is. 

THE IMBALANCE OF FINANCIAL 
RESOURCES AVAILABLE TO 
DEMOCRATIC AND REPUBLI
CAN PARTIES 
Mr. ROBERT C. BYRD. Mr. Presi

dent, I would like to bring the Senate's 
attention to the comments of a truly 
charming, beautiful, and remarkably 

intelligent woman, Mrs. Pamela Harri
man. 

Excerpts of a speech Mrs. Harriman 
recently gave at the Wall Street Club 
were printed in the September 19, 
1982, edition of the New York Times. 

In her comments, Mrs. Harriman ex
amines the imbalance of financial re
sources available respectively to the 
National Democratic and Republican 
parties and insightfully discusses the 
long-range implication this imbalance 
might have on the two-party system. I 
urge my colleagues to take note of 
these remarks. I ask unanimous con
sent that they be printed in the 
RECORD. 

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

FoR Two HI:ALTHY PARTIES 

<By Pamela C. Harriman> 
Should every good Republican want a 

strong Democratic Party? The answer, 
plainly, is yes. But why? 

The short answer-that all of us have a 
stake in a strong two-party system-only 
begs the question. There are three reasons 
why I believe that everybody should be vi
tally concerned about the future of the 
Democratic Party. 

The first is that this nation desperately 
needs good ideas, and it is vigorous debate 
between two strong parties that offers the 
best chance of yielding good ideas. 

The second reason is that neither major 
party has a monopoly on good and talented 
people-and each party needs the strength 
and wherewithal to support and advance its 
best people. If one party is disproportionate
ly weak, it may fail in one of the most im
portant roles that political parties play: 
their role as a launching platform for 
young, talented leaders. And that would be 
a misfortune not only for one party or the 
other-but for our nation. 

The third reason is that two strong par
ties help form a bulwark against third-party 
movements and splinter candidacies, which 
threaten to fragment our politics today. 

I think France and Italy are marvelous 
places to visit, and I think that multiparty 
politics makes wonderful theater. But I also 
believe that the marvelous workability of 
American politics over the years has been 
due in large part to the strength of our two 
major parties and to the absence of splinter 
parties. 

Now, why do I raise these points, which 
should be so obvious? For a very important 
reason: In the last few years, a serious im
balance has arf.sen between our two major 
parties-serious and dangerous. 

I'm afraid neither the press nor the public 
is more than dimly aware of this imbalance. 
Yet it is real, and its dimensions are stagger
ing. 

The Democratic Party, for example, began 
1981 with $600,000 on hand. The Republi
cans, by contrast, had nearly $6 million. 

In the months since January 1981, nation
al Democratic campaign committees have 
managed to raise $19 miillon dollars. Repub
lican national campaign committees, howev
er, have raised $146 million. 

As of last June 30, the Democrats had 
little more than $2 million available to 
spend during the rest of this election year. 
The Republicans, however, had $31 million 
on hand-roughly 15 times the amount in 
the Democratic treasury. 

This imbalance is reflected also when it 
comes to political-action committees. This 
year, almost one dollar out of every three 
spent on political campaigns will come from 
political-action committees-a figure five 
times higher than in 1974. And here again, 
Republican candidates will claim the lion's 
share. 

Some intensely ideological committees are 
spending sums that are without precedent 
in our politics. Senator Jesse Helms' Con
gressional Club, for example, has already 
spent nearly $8.5 million in the past 18 
months! And the National Conservative Po
litical Action Committee has spent more 
than $7 million in the same period. 

My concern is for the future. I care about 
what this imbalance means to the future 
health of our democratic system. It's not 
healthy, in my judgment, for one party
consistently, year in and year out-to spend 
4 or 5 or 15 times as much as the other. It 
creates a distortion in our politics that isn't 
good for either party-or for the country. 

THE LEBANON CRISIS 
Mr. WARNER. Mr. President, on 

Wednesday, September 22, the distin
guished senior Senator from Califor
nia, Mr. CRANsTON, sent a letter to Is
raeli Prime Minister Begin expressing 
his concern over the recent turn of 
events in Lebanon. In his letter, the 
Senator set down four actions which 
he believes Israel should take in light 
of those events. 

Senator CRANSTON believes that 
Israel should: 

First, withdraw its forces from 
Beirut immediately upon arrival of the 
multinational forces which are to 
assist the Lebanese Army in assuming 
security responsibilities. 

Second, cooperate in achieving the 
swift withdrawal of all foreign forces 
from Lebanon-Syrian, PLO, and Is
raeli. And exercise the utmost re
straint in using its superior military 
strength against Syrian and PLO 
forces still in Lebanon until such an 
agreement is reached. 

Third, return to its traditional con
cern over only immediate threats to its 
own borders and abandon its reliance 
on military force for the solution of 
essentially diplomatic problems. 

Fourth, and, that while Senator 
CRANsToN, too, has reservations about 
President Reagan's proposed peace 
plan, Israel should reconsider prompt
ly its outright precipitous rejection of 
his entire proposal. 

I have spoken privately with Senator 
CRANsToN and today commend him 
again for his courage and insight into 
this very complicated international sit
uation. His letter very likely precipi
tated the events which have tran
spired in the intervening 2 days, clari
fying the tragic loss of life in Lebanon. 

I share Senator CRANsTON's views re
garding the implications of the recent 
killlngs of seemingly innocent Pales
tinians. Indeed, as the Senator elo
quently wrote: 
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Perhaps the most somber consequence of 

the current strife in Lebanon is the dim
ming of the inspiring moral beacon which 
has shone so brightly from beleaguered 
Israel. 

I would add, however, that beacon 
still shines in the hearts of the Israeli 
people. Its rays have only been lost
temporarily-by the acts of Israel's 
present leadership. 

A lasting and equitable peace in the 
Middle East is the goal of the United 
States. A cornerstone of that effort 
will be the continuation of our efforts 
to provide for the security of the 
people of Israel. That may well involve 
compromise by the many nations af
fected. 

ISRAELI-AMERICAN RELATIONS 
Mr. PERCY. Mr. President, the deci

sion of the Begin-Sharon government 
and the Knesset to oppose a proposed 
independent state commission of in
quiry into the massacre in Lebanon 
has brought a flood of complaint both 
in Israel and the United States. 

I share in the profound dismay over 
Israel's decision in this matter, not 
only because it is wrong, but also be
cause it is damaging to Israel and to 
Israel's image in the world. 

It is clear from press reports that 
the citizens of Israel are as stunned 
and shocked as we are by the charges 
of complicity in the massacre. An inde
pendent, comprehensive investigation 
to determine the extent of Israeli re
sponsibility is vital. Today, the Israeli 
Cabinet decided to authorize an in
quiry by the President of the Supreme 
Court but he had rejected the request. 
In any event, such an inquiry could 
have less authority to investigate and 
so would be less reassuring to all who 
hope that the full story will soon be 
known. 

I might point out that the free press 
in Israel has pursued this matter ag
gressively and continues to report new 
information as it is discerned. This is 
to the credit of the press and it is a 
tremendous credit to that great de
mocracy. 

My own strong feeling that the Gov
ernment of Israel is off course is well 
known. For 34 years I have supported 
the ideals of Israel, and I continue to 
hold the people of Israel in the high
est esteem. Despite what I consider 
terrible errors in Israel's foreign and 
defense policy, I have always respected 
Israel as a democratic state with 
which we have close ties based on 
common traditions and warm personal 
relations. At a time when disapproval 
of the course pursued by the Beign
Sharon government is so great, I think 
it is important that we view our disap
proval within the context of the long-
term Israeli-American relationship 
and not allow it inadvertently to affect 
our continuing friendship for the 
State and people of Israel. 

Differences of opinion over how to 
pursue the peace process have already 
put strains on our relations with 
Israel. Now the opposition of Prime 
Minister Begin to an independent, 
comprehensive investigation is exacer
bating tensions. 

A prompt, impartial, and thorough 
investigation of the massacre and an 
Israeli peace move would do much to 
restore harmony in Israeli-American 
relations. 

VOTE AGAINST CLOTURE 
Mr. PERCY. Mr. President, I voted 

against cloture yesterday and for a 
motion to recommit the debt ceiling 
extension bill so that the Senate could 
move on to the many pressing matters 
it must consider before the start of the 
new fiscal year on October 1 and 
before the Senate adjourns for its 
long-planned October recess. 

Mr. President, the debt ceiling bill 
was needed prior to October 1. We also 
have to take up the continuing appro
priations bill and any other separate 
appropriations bill ready for full 
Senate consideration. In addition, a 
major criminal code reform package 
awaits action by the Senate. There is 
an urgent need for these reforms to 
deal with violent and drug-related 
crime in this country. If we postpone 
action on this important legislation 
until our postelection session, we 
would greatly diminish our chances 
for enacting all or part of it in this 
Congress. The many months both 
Houses have spent on this major 
reform bill would be wasted. 

I would very much like to see the 
Senate take up my bill, S. 1249, the 
Debt Collection Act. This legislation 
would strengthen the Federal Govern
ment's ability to collect some $40 bil
lion in delinquent debts. Its compan
ion bill has already passed the House 
by a wide margin. If the Senate can 
act on it, we will be able to take final 
action in this Congress on a widely 
supported and very much needed piece 
of legislation. 

It was obvious to me yesterday that 
a vote for cloture would not have ex
pedited consideration of the amend
ment relating to school prayer nor 
would it have allowed the Senate to 
proceed to other business. With 1,400 
amendments having been filed to the 
pending measure, a vote to end debate 
ironically would have paved the way 
for a far more lengthy debate. This 
was time, given the lateness of the ses
sion and the many important items 
awaiting full Senate action, that we 
could not afford. 

Mr. President, with regard to the 
amendment offered by the distin
guished Senator from North Carolina, 
I have many very serious reservations. 

It is clear that the amendment seeks 
to overturn a decision of the Supreme 
Court of the United States. The 

amendment would remove from the 
jurisdiction of the lower Federal 
courts and the Supreme Court review 
of any case involving voluntary pray
ers in public schools and public build
ings. This amendment clearly chal
lenges and undermines the fundamen
tal principle of an independent judici
ary by stripping the courts of review 
over a particular issue. 

The amendment also seeks to accom
plish a change in constitutional law 
through simple legislation, contrary to 
the intent of the country's founders. 
Article V of the Constitution provides 
an orderly process which requires a 
constitutional amendment to be ap
proved by a two-thirds vote of both 
the House and the Senate and to be 
ratified by three-fourths of the States. 
Our founders intended that the rights 
protected by the Constitution not be 
easily abrogated. This amendment 
process insures such protection by 
guaranteeing lengthy consideration 
and debate of changes in the Constitu
tion. 

This is the proper way to reverse de
cisions of the courts. It should not be 
done by restricting a court's review of 
controversial issues when we do not 
agree with its interpretation. In fact, a 
constitutional amendment dealing 
with the subject of school prayer is 
pending before the Senate Judiciary 
Committee. Hearings have been held 
on this proposal, and I expect that it 
will reach the Senate floor for debate 
in the next Congress. This is the ap
propriate vehicle to discuss and debate 
this issue and the change in the Con
stitution which will be required to re
verse the ruling of the Supreme Court. 

Last, the -Senate Judiciary Commit
tee has not acted on the pending pro
posal by the Senator from North Caro
lina. The constitutional issues raised 
by this proposal are so grave and so 
complex that they demand, at the 
very least, the thorough deliberation 
the full legislative process affords. 

Mr. President, it is my concern for 
the integrity of the legislative process, 
the absolute necessity for the Senate 
to move on to other pressing business 
and my deep reservations about the 
substance of the pending amendment 
that convinced me to cast a fourth 
vote against cloture and to support the 
motion to recommit the debt ceiling 
bill. 

SENATOR GEORGE AIKEN 
Mr. PERCY. Mr. President, on 

August 20 the Washington Post pub
lished a feature story about our 
former colleague, Senator George 
Aiken. The article by David Remnick 
is a warm tribute to the Senator, who 
turned 90 that day. As the Post re
ports. the "Governor," as he's called, 
still keeps active. "Aiken's mind is 
keen. He can pick fruit more quickly 
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than guests a quarter of his age. And 
his voice has lost little of its power," 
the Post reports. Arthur Burns, our 
Ambassador to West Germany and a 
frequent visitor to the Aiken home in 
Vermont, is quoted as saying, "He's a 
typical Vermonter. He doesn't talk too 
much, but what he says counts." 

Senator Aiken was the ranking Re
publican on the Foreign Relations 
Committee through three Congresses, 
the 91st, 92d and 93d. He is remem
bered for his insight and his sterling 
character. I ask unanimous consent 
that the article on George Aiken be 
printed in the RECORD. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 
[From the Washington Post, Aug. 20, 19821 
EIGHT YEARS Arr!:R LEAVING THE SENATE, AT 

HO:IoiE IN VERMONT ON THE LAND HE LoVES 

<By David Remnick> 
PuTNEY, Vt.-George Aiken turns 90 

today. and from his home on Putney Moun
tain he looks out onto the land he has loved, 
tilled and governed. From his porch, he sur
veys his farm, rows of wild carrot, cabbage 
and pumpkin, bushes fat with blueberries 
and raspberries, patches of jack-in-the
pulpit, Bowmansroot and Dutchman's
breeches. A strong morning sun has burned 
away a curtain of fog over the Green Moun
tains and the Connecticut River beyond to 
reveal hills covered with verdant sugar 
maple, hemlock, white pine and white birch. 

"All the young woods you see here, lots of 
it was farming land, sheep pasture when I 
was a boy," says Aiken, former dean of the 
Senate Republicans. "That all took a long 
time. It's in a different cycle now." 

In the cycles of Aiken's own life, it's been 
16 years since he told an outraged Lyndon 
Johnson "to declare victory and come 
home" from Vietnam and eight years since 
he himself came home, retiring after first 
"coming down to the Senate" in 1941. 

He was born less than a mile down the 
road from his present home. His birthplace 
is now covered over by Interstate 91. "A 
beautiful monument," he says. "Cost $7 mil
lion." 

Some reminders of Aiken's birth have sur
vived intact. Above his bed is a framed front 
page of the Windham County Reformer 
dated Aug. 20, 1892, advertising Dana's Sar
saparilla as cure for "Cases of Insanity 
From the Affects of 'La Grippe.' " A framed 
front page of The New York Times from the 
same day details the "Effects of the Buffalo 
Strike" and the adventures of the Bidwell 
Gang. 

Aiken retired in 1974, and unlike Senate 
colleagues such as Hugh Scott, J. William 
Fulbright, Gaylord Nelson and John Sher
man Cooper, he left Washington for good 
and came home. "I'm a Vermonter," he 
says. "I was in prison for 34 years and it was 
time to go free.'' Ethel Page, who is two 
months older than Aiken and was his class
mate at the little red schoolhouse that still 
stands on West Hill, says, "George is one of 
us. Always has been one of us." 

Aiken is older than the look of his land. 
Many of the old, great trees of southern 
Vermont were lost to the lumber industry, 
and the abundance of saplings have crowded 
out pasture and wildflowers. And yet Aiken 
expresses no sense of loss. 

"Here," he says, rising from his chair, 
"you can see all of Mount Monadnock now." 

Every morning Aiken can see the sun rising 
over New Hampshire and Monadnock. 
Though none of it is permanent, not the 
day, not the man, not even the mountain, 
the long, clear view here allows George 
Aiken the time to reflect on his long, rich 
life. The Washington whirl is unending, but 
it is out of sight. This is a landscape that 
awes and stills the mind. Galway Kinnell 
writes in "Flower Herding on Mount Mo
nadnock": 
It is nearly the. dawn. 
The song of the whippoorwill stops 
And the dimension of depth seizes every

thing. 
"Hell, I'm not religious," says Aiken as he 

sprays 6-12 bug repellent on his forehead 
and arms. He picks up his white spruce 
walking stick and a couple of quart baskets 
and heads for the blueberry bushes. "My 
mother was raised by the Congregationalists 
and my father by the Baptists. My religion 
is sitting out in the woods on a stump. You 
can learn a lot there.'' 

He gestures toward the road and down the 
hill. "I go down to Putney Village now and I 
don't know one person in ten. There's so 
much goddamn intellects coming in from 
outside, I can't keep track. I never even 
knew that fella who wrote that bestselling 
book. Name's Irving.'' Aiken may not know 
John Irving, author of "The World Accord
ing to Garp," but he is fluent in Putney's 
history and familiar with many more of its 
residents than he admits. 

"Putney was granted to a man named Wil
lard in 1756," he says. "During the Revolu
tionary War, Brattleboro was a Tory town, 
but Putney was a radical, rebel town. I was a 
radical, I guess. My grandfather supported 
Teddy Roosevelt and I would've voted for 
him too if I'd been old enough.'' 

One blueberry after another plunks into 
Aiken's basket. At 90, his hair is a shock of 
white, his walk is stooped, his handwriting 
is sketchy and strained. Nevertheless, 
Aiken's mind is keen. He can pick fruit more 
quickly than guests a quarter his age. And 
his voice has lost little of its power. "He's a 
typical Vermonter," says economist and Am
bassador to West Germany Arthur F. Burns, 
a frequent visitor to the Aiken home. "He 
doesn't talk too much. but what he says 
counts." 

Whether he is talking about Putney or 
politics, Aiken sounds a good deal like re
cordings of Robert Frost reading from his 
poems-his speech is measured and spare, 
with an accent made to order for New Eng
land narratives and sagacity. 

"I had to help Truman more than anyone 
else," Aiken says with delight. "He shed 
tears when he became president. The day it 
happened he and I had a breakfast date, 
and I was going to tell him about the short
comings of the Maritime Commission. He 
was vice president and he had to meet with 
the leadership of the Congress, of which I 
was not one, didn't want to be. Well, he 
came over and hung on to me, tears running 
down his cheeks. He kept saying, 'I'm not 
big enough for the job, I'm not big enough.' 
And most people believed him. I don't care 
how high the job, they've all got to have 
someone to talk to. 

"I once gave Lyndon Johnson a little 
advice on Vietnam that we should say we 
won and get out of there. Leonard Marks 
had been his legal authority for 20 years or 
more. Leonard went into the president's 
room one day and he got his courage up and 
said. "Why don't you consider the proposal 
Senator Aiken made the other day?' Lyndon 

said, 'Leonard, you get out of here!' Threw 
him right out of the office. 

"So Leonard went. He didn't get invited 
back to the president's office for two, three 
weeks. He got a phone call one night, and 
the president said could he come over and 
eat with Lady Bird and me tonight. Well, of 
course, he went, but he didn't mention my 
suggestion again until Lyndon retired to his 
ranch. Leonard rode dcwn there one day 
and called on him. The president was feel
ing very affable. Leonard got his courage up 
and said, 'Mr. President, could you tell me 
why you got so mad at me when I asked you 
to consider Senator Aiken's proposal?' 

"Lyndon leaned back and smiled a little 
bit and said, 'Because I knew goddamn well 
you were both right.' He didn't, though. He 
took the word of his military." 

Aiken tends to leave present politics to 
present politicians, but Fulbright says, 
"George would be a burr under the Reagan 
administration's saddle. He wouldn't be 
swayed by the Great Communicator. Dou
bletalk wasn't one of his pastimes.'' 

Candor is the privilege of age and of being 
a senator from a relatively small, homogene
ous stete like Vermont. It is a privilege that 
Aiken has always enjoyed and exercised. He 
says, "Ted Kennedy is always looking over 
his shoulder," and in Aiken's book, "Senate 
Diary," Henry Kissinger "oozed conceit 
from every pore" and George McGovern 
"actually acts as if he does not want the 
Vietnam war to end while Nixon is presi
dent, or else he wants it to end in humilia
tion for the U.S.A.'' 

But Aiken is no curmudgeon-in Washing
ton, a town known for the acerbity of its 
gossip, Aiken left with a reputation for 
gentleness as well as independence. His 
praise crosses party lines; he has nothing 
but kind words for Robert Kennedy, Dwight 
Eisenhower and Aiken's Senate breakfast 
companion for 21 years, Mike Mansfield. He 
says he admired foreign leaders such as 
King Faisal, Nikita Khrushchev <"We didn't 
treat him decent when he first came to this 
country") and Pakistani leader Zulfikar Ali 
Bhutto, who was executed for treason. 
"Trouble is," says Aiken, 'most of the ones I 
knew were deposed or hanged by the neck.'' 

Aiken plays down his long career in Wash
ington, preferring instead to be known for 
his years as a farmer and as governor of 
Vermont-everyone calls him "Governor," 
never "Senator.'' He seems relieved to wear 
cardigans and string ties rather than a three 
piece-suit. Aiken makes an effort to put his 
years on Capitol Hill into perspective, if not 
the background. 

"I miss it in a way. But there's so damn 
much to think about and know that I don't 
think I could take it anymore," he says. 
"There is just too much to remember. 
That's why I married Lola. She remembers 
everything.'' 

Lola. 
In June 1967, a little more than a year 

after his first wife died, Aiken left his dally 
breakfast meeting with Mike Mansfield and 
went to a Fort Myer chapel with his admin
istrative assistant, Lola Pierotti. Without 
telling a soul, they were married. A typically 
low-key wedding for a senator who fed pi
geons and squirrels outside his $156-per
month Capitol Hill apartment. When the 
couple returned to the office, Aiken re
tained his new wife as his assistant but took 
her off the payroll <reducing his staff to 
nine). 

"I think the Governor said something 
about we ought to get married, and since I 
didn't have anything to do at the time, I 
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said 'fine,' " says Lola Aiken. Although she 
will not reveal her age <"Anyone who tells 
you that will ten you anything''), she is per
haps 25 years younger than her husband. 
Lola Aiken is a vibrant woman, and with the 
facility of an efficient Senate aide and the 
felicity of a devoted partner, she is the cura
tor of her husband's past. 

When George Aiken tells a story his wife 
silently guides him through the details. 
They stare at one another, ignoring their 
guest, not out of rudeness (they are nothing 
if not courteous> but out of a desire to get it 
right. Aiken can ten when he has faltered 
just by the way his wife smiles or raises an 
eyebrow. 

The visitors, the phone calls, the three 
children and 11 grandchildren, the mail. the 
requests, the houses in Putney and Montpe
lier, the two "truckloads" of Senate papers, 
the medications-Lola Aiken is somehow 
able to care for her husband's needs without 
ever making him feel feeble. 

"I really do spoil him. I do everything for 
him," she says, sitting on a stone wall sur
rounding a little garden of geraniums and 
marigolds. "A lot of people still remember 
him and will write and say, 'We miss you,' or 
ask him to autograph a picture or a book. 
You'd be amazed at how many people write 
for help, asking for jobs. We even heard 
from a Lebanese doctor who wanted to stay 
in this country. Of Course, we're in no posi
tion to help.'' 

Aiken's wife is the one person who has 
been by his side in both the Senate and re
tirement and she admits her husband has 
not accepted age and retirement as graceful
ly as he says. 

"He hates growing old. He hates funer
als,'' she says. "He told me once, 'I'm so old. 
I'm useless. I'm not contributing anything 
to anyone anymore.' 

"He really hates retirement. He'd rather 
go to the office at 10 minutes to seven like 
we use to. He's bored" 

The Aikens rise at about 7:30 a.m. Lola 
works on the mail and other matters at her 
desk while "Guv" <Lola's pet name for him) 
works in the garden. About noon, they go 
into town for lunch, maybe to meet friends 
like former ambassador Ellsworth Bunker 
or the Ziter family the owners of the 
Putney Inn. In the afternoon and evening, 
the Aikens relax or have guests. "You'd be 
surprised,'' says Lola Aiken. "The day goes 
quickly. all of a sudden I look at the clock 
and I say to myself, 'Is it 4 o'clock al
ready?'" 

Though they admit to occasional bore
dom, Lola Aiken says she is glad they re
tired to Vermont instead of Washington. "If 
you've been important, I don't care whether 
it's with a corporation or in politics, it's 
almost better if you move away from it,'' 
she says. 

This afternoon the breeze is cool and 
washes over the treetops. George Aiken is in 
the house taking a nap. Lola Aiken is going 
for a walk in the woods. 

The Aikens' simple clapboard house con
tains a catalogue of political memorabilia: 

On the wall are a mounted Indian head
dress from the Assiniboine tribe and several 
lines from Frost's "Birches" printed on 
birch bark. 

On the bookshelf are hippos, owls, turtles, 
bunnies, cats, cows, bears and, of course, ele
phants-mementos of political events from 
Moscow to Montana. Next to Aiken's books 
on wildflowers, berries and politics are 
signed memoirs by Robert Kennedy. Mike 
Mansfield and other colleagues. "I never do 
get to read them," Aiken says as he flips 

through the pages of Kennedy's "Just 
Friends and Brave Enemies.'' 

The mantel is hung with shovels used for 
land breakings. 

Lola Aiken pulls out a tiny plastic bag 
holding the "George Aiken Fly," a custom
made fly for salmon fishing made by L. L. 
Bean. In the closet is an unused fly rod, a 
gift from Ted Williams. 

She opens a three-inch-thick file of per
sonal and political statistics <shoe size: 9 ~D; 
hat size: 7% oval; belt size: 40; pastimes: 
fishing and pitching horseshoes>. "We had 
constituents calling up for all sorts of infor
mation," she says with a shrug. 

George Aiken pulls out a file drawer filled 
with glossy photographs. Aiken with John
son. Aiken with Sihanouk. Aiken with the 
Chamber of Commerce. He flips a file 
stuffed with glossies onto his bed. 

"I've got 3,000 of these damn pictures and 
I don't know what to do with them." he 
says. 

All the memorabilia, however, has not 
consumed Aiken's life and thoughts. 
Though he is retired from public life, he 
lives in the land of his childhood, a land 
whose volatile seasons and cycles of growth 
cannot help but make George Aiken feel 
part of something vital 

"Look out there at him and at all the 
blueberry bushes he's got ready for next 
year," says Lola Aiken. "You look at that 
and you know he's planning for the future." 

BUSINESS CENTER OF NEW 
TECHNOLOGY 

Mr. PERCY. Mr. President, there is 
a great deal of analysis these days 
about our future economic strength 
and the role of innovation and high 
technology in the decades ahead. 

Certainly we know that "Yankee in
genuity" has been a springboard for 
economic growth in the past and it 
seems likely that this relationship will 
continue. In my own State of Dlinois, 
the prairie was pioneered by John 
Deere's famous plow that could break 
through the tough sod. His innovation 
created millions of jobs throughout 
the Midwest-both in agriculture and 
in manufacturing. It was a towering 
invention of the 19th century and it 
helped change the face of the world as 
we know it. 

We know that many inventors, how
ever, never quite get their ideas off 
the ground. Our economy and society 
might be very much different today if 
some of those ideas in medicine or 
high technology had taken root. We 
really must try and stimulate and en
courage innovation so that we will 
have John Deeres well into the future. 

In illinois, not too far from where 
John Deere's original plow was per
fected, a center to assist inventors has 
opened. The Barber-Coleman Co. in 
Rockford has just opened a business 
center of new technology this month. 
The company sees the center as a 
place where new ideas will be nurtured 
and brought to fruition. The company 
will rent 40,000 square feet of space to 
small businesses and will provide many 
of the services that smaller companies 

or individuals might find hard to 
afford elsewhere. 

Mr. President, this new business 
center was brought to my attention in 
a recent article in Crain's Chicago 
Business newspaper, a weekly journal 
that discusses northern Dlinois busi
ness developments. I ask unanimous 
consent that the article from the 
August 30 issue be printed in the 
REcoRD at the close of my remarks. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

<See exhibit 1.> 
Mr. PERCY. The Crain's article 

notes that: 
The services the center will offer to small 

businesses and inventors include business 
counseling, office space, light manufactur
ing space, machine shop and model shop ca
pabilities and support services such as secre
tarial help, telephone answering services, 
drafting and advertising-graphics services. 

Established firms may take these 
services for granted, but for the small 
business or individual, they can be the 
difference between success and failure. 

Congress has had under consider
ation various new ways to spur innova
tion in this country, particularly 
among smaller businesses. The Senate 
is about to considerS. 1657, The Uni
form Science and Technology Re
search and Development Utilization 
Act, a bill I cosponsor to promote the 
commercialization of the discoveries 
and inventions that result from Feder
al grants and contracts. Enactment of 
this legislation will complement a 
much needed and recently enacted law 
which earmarks a certain percentage 
of Federal research and development 
funds for smaller businesses. In addi
tion, Congress has recently completed 
action on a measure which establishes 
a two-tiered system of Federal patent 
fees, making the cost of protecting 
small business innovation less prohibi
tive. In light of such action, both com
pleted and prospective, it is more im
portant than ever that the private 
sector be ready to respond to the new 
opportunities to foster and nurture 
technological creativity. Barber-Cole
man Co.'s new center, therefore, is a 
particularly farsighted and critical 
contribution to the efforts, both 
public and private, to encourage inno
vation in this country. 

The Barber-Coleman Co. plans to 
help businesses get patents or market 
a product, too. I applaud the company 
for undertaking this new idea and put
ting it into practice. It is a new con
cept that bears watching. Unlike some 
innovations, I am sure the company 
hopes that this idea will be copied 
many times over by other companies. 
Certainly our economy and our coun-
try are the winners in a new endeavor 
like this. 

I commend this article to my col
leagues and the business community. 
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ExHIBIT! 

[From Crains Chicago Business, Aug. 30, 
1982] 

ROCKFORD Fnui!NvJ::NTS WAY TO Am 
!NvJ::NTORS 

<By Cary Spivak) 
ROCKFORD.-Mter creating the contrap

tion that will change the world, an inventor 
is faced with a tough question: How do you 
sell it? 

Unfortunately, it's the question the inven
tor is least qualified to answer. But Rock
ford-area inventors soon will get help to 
turn ideas into marketable products. And 
the help will come from a source many in
ventors traditionally don't trust-a large 
corporation. 

Barber-Colman Co. plans to open a 40,000-
square-foot Business Center of New Tech
nology here that will be home to a handful 
of inventors with ideas that are not quite 
ready to fly. 

Space for the center is available because 
the specialty machine and tools manufac
turer is moving from Rockford's SQUthwest 
side to just outside the city limits. 

Coordinator John Dixon said plans still 
are being worked out, although he hopes to 
fill the center with small businesses in need 
of office space and bursting with ideas. 

"We hope people will cultivate ideas 
here," Mr. Dixon said "It's almost like a 
garden." 

Services the center will offer to small busi
nesses and inventors include business coun
seling, office space, light manufacturing 
space, machine shop and model shop capa
billties and support services like secretarial 
help, telephone answering services, drafting 
and advertising graphics services. 

Charges for these amenities-and for 
rent-have not yet been determined, but 
will vary according to the needs of individ
ual inventors. Many of the services will be 
offered at the same rate that Barber
Colman divisions pay, Mr. Dixon said. 

And when the inventors confront prob
lems like getting patents or marketing a 
product, Mr. Dixon and other Barber
Colman officials will be available to help. 

"Tinkerers are not really business-orient
ed:' Mr. Dixon noted 

The experience of the one inventor bears 
out that opinion. David Lester, a Rockford
area inventor who has applied for space at 
the center, invented a machine that strips 
off tile, carpeting or any other flooring. 
While the machine is being developed and 
manufactured, Mr. Lester hopes the center 
will put him in touch with marketing 
people. 

Mr. Dixon said he is confident that he can 
find enough inventors to fill the center, 
which he hopes will open in mid-September. 
He said that since plans were announced, he 
has received several phone inquiries daily. 

The center will be open to all types of in
ventors and small businesses, although 
Barber-Colman is "looking for small busi
nesses that are applying technology to com
mercial and industrial markets," said John 
Lutz. director of business development. 

Mr. Lutz said that is the only area where 
Barber-Colman can provide help to a small 
business. Also, there is a greater chance 
that Barber-Colman would buy that type of 
idea. 

But the center will not be limited to a par
ticular type of invention. Mr. Dixon hopes 
to refer inventors with products outside of 
Barber-Colman's expertise to other manu
facturers. 

That's the type of help inventors in Rock
ford and other cities sorely need, according 

to Nicholas Parnella, a Rockford inventor of 
microwave oven testing devices. 

"Young inventors need a place to sit down 
with other inventors:• said Mr. Parnella, 
adding that an inventor should be prepared 
to deal with a wide variety of personal prob
lems. 

"There's no money when you're inventing, 
and most inventors don't know how to 
borrow. Most guys want to keep the inven
tion a secret, so they go to a neighbor and 
say, 'Hey, you got a thousand dollars?'" 

The desire to keep the invention secret 
hurts the inventor because "he doesn't trust 
anybody:• His strongest distrust is reserved 
for corporation. 

Mr. Parnella recently contacted Barber
Colman and offered to help screen inventors 
interested in using the Barber-Colman 
center. 

His first recommendation to an inventor: 
Let a marketer check the product before 
pouring too much money into it. And if mar
keting experts see no future in an idea, Mr. 
Parnella recommends dropping it. 

Joe Frey, inventor of the Grabit, a device 
that dispenses hair-curler end papers for 
hairdressers doing permanents, also has 
plenty of advice for new inventors. 

"Start small and be sure there is a market 
for your product:• Mr. Frey speaks from ex
perience. He said he erred by borrowing 
$100,000, creating a corporation and picking 
the wrong packaging for his product. 

Mr. Frey said he would have appreciated 
advice from other inventors when he first 
started working on the Grabit four years 
ago. Had he had advisers, Mr. Frey said he 
might have started a smaller operation and 
would have done marketing tests. 

While the Grabit is selling, Mr. Frey said 
it isn't moving fast enough to retire his 
$100,000 loan. "It's not the Hula Hoop," he 
noted wryly. 

But Mr. Frey said he sees a problem in 
Mr. Parnella's plan to establish a group 
where investors can trade advice. 

"The trouble with most inventors is 
they're scared to death that somebody will 
steal their ideas:• 

And, Mr. Frey said, there is still an ele
ment that determines the success or failure 
of all inventions-luck. 

"I don't care if you're writing a book or 
making a product," Mr. Frey said." "You 
need luck." 

MESSAGES FROM THE HOUSE 
ENROLLED JOINT RESOLUTION SIGNED 

At 10:30 a.m., a message from the 
House of Representatives, delivered by 
Mr. Gregory, one of its reading clerks, 
announced that the Speaker has 
signed the following enrolled joint res
olution: 

H.J. Res. 520. Joint resolution to 
provide for a temporary increase in 
the public debt limit. 

The enrolled joint resolution was 
subsequently signed by the President 
pro tempore <Mr. THuRMoND). 

EXECUTIVE AND OTHER 
COMMUNICATIONS 

The following communications were 
laid before the Senate, together with 
accompanying papers, reports, and 
documents, which were referred as in
dicated: 

EC-4258. A communication from the 
Deputy Assistant Secretary of Defense <Ad
ministration>. transmitting, pursuant to law, 
a report on a new Privacy Act system of rec
ords; to the Committee on Governmental 
Mfairs. 

EC-4259. A communication from the In
spector General of the Veterans Administra
tion. transmitting, pursuant to law, a report 
on a co~puter matching program to identi
fy federal personnel who have defaulted on 
VA loans; to the Committee on Governmen
tal Mfairs. 

EC-4260. A communication from the 
Chairman of the National Digestive Dis
eases Advisory Board, transmitting, pursu
ant to law, the first annual report of the 
Board dated April 1982; to the Committee 
on Labor and Human Resources. 

EC-4261. A communication from the Ad
ministrator of the Rural Electrification Ad
ministration, transmitting, pursuant to law, 
a commitment to guarantee a non-REA in
sured loan to Wabash Valley Power Associa
tion. Inc.; to the Committee on Agriculture. 
Nutrition, and Forestry. 

EC-4262. A communication from the 
Comptroller General of the United States. 
transmitting, pursuant to law. a report on 
the President's sixteenth special message 
for fiscal year 1982; pursuant to the order of 
January 30, 1975, referred jointly to the 
Committee on the Budget. the Committee 
on Appropriations. the Committee on 
Energy and Natural Resources. the Commit
tee on Foreign Relations, the Committee on 
Veterans• Mfairs, the Committee on Com
merce, Science, and Transportation, and the 
Committee on Labor and Human Resources. 

EC-4263. A communication from the Prin
cipal Deputy Assistant Secretary of the 
NavY <Shipbuilding and Logistics>. transmit
ting, pursuant to law, a report on the con
version of the Administrative Telephone 
Service function at the Public Works 
Center, San Francisco, California, to per
formance by contract; to the Committee on 
Armed Services. 

EC-4264. A communication from the Di
rector of the Defense Security Assistance 
Agency, transmitting, pursuant to law, a 
report on the Department of the Air Force's 
proposed letter of offer to Turkey for de
fense articles estimated to cost in excess of 
$25 million; to the Committee on Armed 
Services. 

EC-4265. A communication from the As
sistant Secretary of the NavY <Shipbuilding 
and Logistics), transmitting, pursuant to 
law. a report on converting the ground 
maintenance function at the Naval Supply 
Center, Pearl Harbor, Hawaii, to perform
ance under contract; to the Committee on 
Armed Services. 

EC-4266. A communication from the 
Acting Comptroller General of the United 
States. transmitting, pursuant to law, a 
report entitled "Audit of the Neighborhood 
Reinvestment Corporation's Financial 
Statements For the Fiscal Year Ending Sep
tember 30, 1981; to the Committee on Bank
ing, Housing, and Urban Mfairs. 

EC-4267. A communication from the Ad
ministrator of the National Aeronautics and 
Space Administration, transmitting, pursu
ant to law, the proposed use of $15 million 
in funds appropriated to NASA; to the Com
mittee on Commerce. Science, and Trans
portation. 

EC-4268. A communication from the 
Comptroller General of the United States. 
transmitting, pursuant to law. a report enti
tled "Review of the Trans-Alaska Pipeline 
Liabil1ty Fund's Financial Statements For 



25192 CONGRESSIONAL RECORD-SENATE September 24, 1982 
the Year Ended December 31, 1981"; to the 
Committee on Energy and Natural Re
sources. 

EC-4269. A communication from the 
Comptroller General of the United States, 
transmitting, pursuant to law, a report enti
tled "Examination of the Overseas Private 
Investment Corportion's Financial State
ments For The Year Ended September 30, 
1981"; to the Committee on Foreign Rela
tions. 

EC-4270. A communication from the 
Acting Comptroller General of the United 
States, transmitting, pursuant to law, a 
report entitled "Changes Needed In U.S. As
sistance To Deter Deforestation In Develop
ing Countries"; to the Committee on For
eign Relations. 

EC-4271. A communication from the 
Acting Assistant Legal Advisor For Treaty 
Affairs, Department of State, transmitting, 
pursuant to law, a report on international 
agreements, other than treaties, entered 
into by the United States in the sixty day 
period prior to September 20, 1982; to the 
Committee on Foreign Relations. 

EC-4272. A communication from the As
sistant Secretary of State for Congressional 
Relations, transmitting a draft of proposed 
legislation to facilitate the adjudication of 
certain claims of United States nationals 
against Iran, to authorize the recovery of 
costs incurred by the United States in con
nection with the arbitration of claims of 
United States nationals against Iran, and 
for other purposes; to the Committee on 
Foreign Relations. 

EC-4273. A communication from the 
Acting Comptroller General of the United 
States, transmitting, pursuant to law, a list 
of reports issued by the General Accounting 
Office for the month of August 1982; to the 
Committee on Governmental Affairs. 

EC-4274. A communication from the Ex
ecutive Director of the President's Commis
sion on Executive Exchange, transmitting a 
draft of proposed legislation to amend sec
tion 1304<e> (1) of Title 5, United States 
Code; to the Committee on Governmental 
Affairs. 

EC-4275. A communication from the Su
pervisor of Benefits, Farm Credit Banks of 
Spokane, transmitting, pursuant to law, the 
reports of the Twelfth District Farm Credit 
Retirement Plan, the Twelfth District Farm 
Credit Thrift Plan, and the PCA Deferred 
Compensation Plan for Plan Year 1981; to 
the Committee on Governmental Affairs. 

EC-4276. A communication from the Sec
retary of Health and Human Services, trans
mitting, pursuant to law, the annual 
progress report on the Five-year Plan for 
Family Planning Services and Population 
Research; to the Committee on Labor and 
Human Resources. 

EC-4277. A communication from the Di
rector of the Federal Mediation and Con
ciliation Service, transmitting, pursuant to 
law, the thirty-fourth annual report of the 
Service covering fiscal year 1981; to the 
Committee on Labor and Human Resources. 

EC-4278. A communication from the 
Deputy Assistant Secretary of Defense <Ad
ministration), transmitting, pursuant to law, 
a report on a new Privacy Act system of 
records; to the Committee on Governmental 
Affairs. 

EC-4279. A communication from the Di
rector of the Defense Security Assistance 
Agency, transmitting, pursuant to law, a 
report on the Department of the Air Force's 
proposed letter of offer to Turkey for de
fense articles estimated to cost in excess of 
$50 million; to the Committee on Armed 
Services. 

EC-4280. A communication from the Di
rector of the Defense Security Assistance 
Agency, transmitting, pursuant to law, a 
report on the Department of the Air Force's 
proposed letter of offer to Belgium for de
fense articles estimated to cost in excess of 
$50 million; to the Committee on Armed 
Services. 

EC-4281. A communication from the Di
rector of the Defense Security Assistance 
Agency, transmitting, pursuant to law, a 
report on the Department of the NavY's 
proposed letter of offer to Spain for defense 
articles estimated to cost in excess of $50 
million; to the Committee on Armed Serv
ices. 

EC-4282. A communication from the Di
rector of the Defense Security Assistance 
Agency, transmitting, pursuant to law, a 
report on the Department of the Air Force's 
proposed letter of offer to Bahrain for de
fense articles estimated to cost in excess of 
$50 million; to the Committee on Armed 
Services. 

EC-4283. A communication from the 
Deputy Assistant Secretary of Defense <Re
serve Affairs), transmitting, pursuant to 
law, a report on the Selected Reserve re
cruiting and retention incentives as of June 
30, 1982; to the Committee on Armed Serv
ices. 

EC-4284. A communication from the As
sistant Secretary of the NavY <Shipbuilding 
and Logistics), transmitting, pursuant to 
law, a report on converting various func
tions at different installations to contractor 
performance; to the Committee on Armed 
Services. 

EC-4285. A communication from the 
President and Chairman of the Export
Import Bank of the United States, transmit
ting, pursuant to law, a statement with re
spect to a transaction involving U.S. exports 
to the Philippines; to the Committee on 
Banking, Housing, and Urban Affairs. 

EC-4286. A communication from the As
sistant Secretary of the Treasury (Legisla
tive Affairs), transmitting, pursuant to law, 
a report on the International Export Credit 
Negotiations 0981-1982>; to the Committee 
on Banking, Housing, and Urban Affairs. 

EC-4287. A communication from the 
Comptroller General of the United States, 
transmitting, pursuant to law, a report enti
tled "Progress in Improving Program and 
Budget Information for Congressional Use"; 
to the Committee on the Budget. 

EC-4288. A communication from the Sec
retary of Commerce, transmitting, pursuant 
to law, the biennial report of the Office of 
Coastal Zone Management, National Ocean
ic and Atmospheric Administration for 
fiscal years 1980 and 1981; to the Committee 
on Commerce, Science, and Transportation. 

EC-4289. A communication from the 
United States Trade Representative, trans
mitting, pursuant to law, a report on the ex
ercise of certain motor carrier authority by 
the President with respect to Canada; to the 
Committee on Commerce, Science, and 
Transportation. 

EC-4290. A communication from the 
Chairman of the Consumer Product Safety 
Commission, transmitting, pursuant to law, 
the Commission's fiscal year 1984 budget re
quest; to the Committee on Commerce, Sci
ence, and Transportation. 

EC-4291. A communication from the 
Comptroller General of the United States, 
transmitting, pursuant to law, a report enti
tled "Clear Federal Policy Guidelines 
Needed for Future Canadian Power Im
ports"; to the Committee on Energy and 
Natural Resources. 

EC-4292. A communication from the 
Comptroller General of the United States, 
transmitting, pursuant to law, a report enti
tled "Problems in Air Quality Monitoring 
System Affect Data Reliability"; to the 
Committee on Environment and Public 
Works. 

ER-4293. A communication from the 
Deputy Administrator of the General Serv
ices Administration transmitting, pursuant 
to law, copies of certain lease prospectus 
amendments; to the Committee on Environ
ment and Public Works. 

EC-4294. A communication from the 
Acting Director of the Office of Legislative 
Affairs of the Agency for International De
velopment transmitting, pursuant to law, a 
justification for an increase in fiscal year 
1982 AID funds for Panama; to the Commit
tee on Foreign Relations. 

EC-4295. A communication from the 
Acting Director of the Office of Legislative 
Affairs of the Agency for International De
velopment transmitting, pursuant to law, a 
Justification for fiscal year 1982 AID funds 
for Chad; to the Committee on Foreign Re
lations. 

EC-4296. A communication from the 
Acting Director for Legislative Affairs of 
the Agency for International Development 
transmitting, pursuant to law, a justifica
tion for an increase in fiscal year 1982 AID 
funding for Peru; to the Committee on For
eign Relations. 

EC-4297. A communication from the 
Acting Director of the Office of Legislative 
Affairs of the Agency for International De
velopment transmitting, pursuant to law, a 
justification for an increase in fiscal year 
1982 AID funding for Kenya; to the Com
mittee on Foreign Relations. 

EC-4298. A communication from the 
Acting Director of the Office of Legislative 
Affairs of the Agency for International De
velopment transmitting, pursuant to law, a 
justification for increased AID funding for 
fiscal year 1982 for Jamaica; to the Commit
tee on Foreign Relations. 

EC-4299. A communication from the 
Acting Assistant Legal Adviser for Treaty 
Affairs, Department of State, transmitting, 
for the information of the Senate, a joint 
communique of the United States of Ameri
can and the People's Republic of China 
issued August 17, 1982; to the Committee on 
Foreign Relations. 

EC-4300. A communication from the As
sistant Secretary of the Treasury for Legis
lative Affairs transmitting, pursuant to law, 
a report on the provision of basic human 
needs of economic adjustment programs 
supported in 1981 by the International Mon
etary Fund; to the Committee on Foreign 
Relations. 

EC-4301. A communication from the Dis
trict of Columbia Auditor transmitting, pur
suant to law, a report entitled "DHCD's In
volvement in the Bates Street Housing Proj
ect"; to the Committee on Governmental 
Affairs. 

EC-4302. A communication from the 
Comptroller General of the United States 
transmitting, pursuant to law, a report on 
the Senate's renewal of a 5-year lease of 
space at 400 North Capitol Street, Washing
ton, D.C. for the Senate Computer Center; 
to the Committee on Rules and Administra
tion. 

REPORTS OF COMMITTEES 

The following reports of committees 
were submitted: 
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By Mr. HELMS, from the Committee on 

Agriculture, Nutrition, and Forestry, with 
an amendment: 

S. 505. A bill to improve the quality of 
table grapes for marketing in the United 
States <Rept. No. 97-582). 

By Mr. THURMOND, from the Commit
tee on the Judiciary: 

Report to accompany the bill <S. 1701) to 
amend title 28, United States Code, to au
thorize the Attorney General to acquire and 
exchange information to assist Federal, 
State, and local officials in the identifica
tion of certain deceased individuals and in 
the location of missing children and other 
specified individuals <Rept. No. 97-583). 

By Mr. WEICKER, from the Committee 
on Appropriations, without amendment: 

S. 2956. An original bill making appropria
tions for the Departments of Commerce, 
Justice, and State, the Judiciary, and relat
ed agencies for the fiscal year ending Sep
tember 30, 1983, and for other purposes 
<Rept. No. 97-584). 

By Mr. DOMENICI, from the Committee 
on the Budget, without amendment: 

S. Res. 460. Resolution waiving section 
402<a> of the Congressional Budget Act of 
1974 with respect to the consideration of S. 
2899; and 

S. Res. 469. Resolution waiving section 
402(a) of the Congressional Budget Act of 
1974 with respect to the consideration of 
H.R. 5203. 

By Mr. PERCY, from the Committee on 
Foreign Relations, with an amendment in 
the nature of a substitute, and an amend
ment to the title: 

H.R. 6758. An act to authorize the sale of 
defense articles, defense services, and un
classified defense service publications to 
U.S. companies for incorporation into end 
items to be sold to friendly foreign countries 
<Rept. No. 97-586). 

By Mr. THURMOND, from the Commit
tee on the Judiciary, with amendments: 

S. 2411. A bill to amend the Omnibus 
Crime Control and Safe Streets Act of 1968 
<Rept. No. 97-587) <additional views filed). 

By Mr. SPECTER, from the Committee 
on the Judiciary, with an amendment in the 
nature of a substitute, and an amendment 
to the title: 

S. 1688. A bill to combat violent and major 
crime by establishing a Federal offense for 
continuing a career of robberies or burgla
ries while armed and providing a mandatory 
sentence of life imprisonment <Rept. No. 97-
585). 

By Mr. ROTH, from the Committee on 
Governmental Affairs, with amendments: 

S. 2258. A bill to discontinue or amend cer
tain requirements for agency reports to 
Congress; and 

H.R. 1371. An act to amend section 12 of 
the Contract Disputes Act of 1978. 

By Mr. ROTH, from the Committee on 
Governmental Affairs, without amendment: 

H.R. 2528. An act to amend the Economy 
Act to provide that all departments and 
agencies may obtain materials or services 
from other agencies by contract, and for 
other purposes. 

EXECUTIVE REPORTS OF 
COMMITTEES 

The following executive reports of 
committees were submitted: 

By Mr. PERCY, from the Committee on 
Foreign Relations, without reservation: 

Treaty Doc. No. 97-26. Estate and Gift 
Tax Treaty With the Republic of Australia 
<Ex. Rept. No. 97-60). 

89-059 0-86-44 (pt, 18) 

Mr. TOWER. Mr. President, from 
the Committee on Armed Services, I 
report favorably the following nomi
nations: Lt. Gen. Charles C. Blanton, 
U.S. Air Force, <age 52) for appoint
ment to the grade of lieutenant gener
al on the retired list, Adm. Harry D. 
Train II, U.S. Navy, <age 55> for ap
pointment to the grade of admiral on 
the retired list, Rear Adm. Arthur S. 
Moreau, Jr., U.S. Navy, to be vice ad
miral and to be assigned to a position 
of importance and responsibility desig
nated by the President and to be 
senior Navy member of the Military 
Staff Committee of the United Na
tions and Vice Adm. Edward S. Briggs, 
U.S. Navy, to be reassigned to a posi
tion of importance and responsibility 
designated by the President. I ask that 
these names be placed on the Execu
tive Calendar. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. TOWER. Mr. President, in addi
tion, in the Air Force there are 2 per
manent promotions to the grade of 
lieutenant colonel (list begins with 
William J. Rome), in the Army there 
are 101 appointments to the grade of 
colonel and below (list begins with 
Irwin Berman>, in the Navy there are 
48 permanent appointments to the 
grade of captain and below (list begins 
with Craig D. Batchelder), in the 
Army there are 315 permanent promo
tions to the grade of lieutenant colo
nel and below Oist begins with Rem
bert G. Rollison>. in the Army there 
are 2,349 permanent promotions to the 
grade of lieutenant colonel (list begins 
with Larry D. Aaron), in the Army 
there are 2,431 permanent promotions 
to the grade of major (list begins with 
Ralph P. Aaron>, in the Army there 
are 256 appointments to the grade of 
major and below (list begins with 
Thomas A. Rodgers), in the Navy and 
Naval Reserve there are 49 permenent 
promotions to the grade of captain 
and below (list begins with Thomas M. 
Connor>, in the Air Force there are 2 
appointments to the grades and dates 
of rank to be determined by the Secre
tary of the Air Force (list begins with 
Frederick B. Fishburn), in the Air Na
tional Guard and Reserve of the Air 
Force there are 15 promotions to the 
grade of lieutenant colonel Oist begins 
with Carl L. Batton> and in the Army 
there are 526 promotions to the grade 
of colonel and below Oist begins with 
John A. Duff>. Since these names have 
already appeared in the CONGRESSION
AL RECORD and to save the expense of 
printing again, I ask unanimous con
sent that they be ordered to lie on the 
Secretary's desk for the information 
of any Senator. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

<The nominations ordered to lie on 
the Secretary's desk were printed in 
the RECORD of September 8, Septem
ber 13, and September 15, 1982 at the 
end of the Senate proceedings.> 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu
tions were introduced, read the first 
and second time by unanimous con
sent, and referred as indicated: 

By Mr. DENTON: 
S. 2955. A bill to establish the Cheaha 

Wilderness in Talladega National Forest, 
Ala.; to the Committee on Energy and Natu
ral Resources. 

By Mr. WEICKER, from the Commit
tee on Appropriations: 

S. 2956. A bill making appropriations for 
the Departments of Commerce, Justice, and 
State, the Judiciary, and related agencies 
for the fiscal year ending September 30, 
1983, and for other purposes; placed on the 
calendar. 

By Mr. STENNIS: 
S. 2957. A bill to repeal the denial of the 

use of the accelerated cost recovery system 
with respect to tax-exempt obligations, and 
the expiration of the authority to issue such 
obligations; to the Committee on Finance. 

By Mr. PACKWOOD; 
S. 2958. A bill to improve highway safety 

and further int~rstate commerce by provid
ing for a uniform width for commercial 
motor vehicles; to the Committee on Com
merce, Science, and Transportation. 

By Mr. RANDOLPH: 
S. 2959. A bill to provide for the limitation 

of increases in sulfur dioxide emissions for a 
five year period, to provide for an acceler
ated study of the causes and effects of acid 
rain deposition, and to provide for mitiga
tion at sites where there are harmful effects 
on aquatic ecosystems resulting from high 
acidity; to the Committee on Environment 
and Public Works. 

STATEMENT ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. STENNIS: 
S. 2957. A bill to repeal the denial of 

the use of the accelerated cost recov
ery system with respect to tax-exempt 
obligations, and the expiration of the 
authority to issue such obligations; to 
the Committee on Finance. 

INDUSTRIAL DEVELOPMENT BOND PROGRAM 

Mr. STENNIS. Mr. President, today 
I am introducing legislation which will 
amend the Tax Equity and Fiscal Re
sponsibility Act of 1982 so as to elimi
nate some of the restrictions placed on 
the use of industrial development 
bonds. I believe that if the industrial 
development bond program is to 
remain viable and achieve its full po
tential, the probleins created for it by 
the Tax Equity and Fiscal Responsibil
ity Act must be remedied. 

Mr. President, I am advised that 49 
States use the Industrial Development 
Bond program in one form or another. 
In my own State of Mississippi, it has 
been a very valuable industrial and 
economic tool since the original law 
was passed in 1936. I am proud of the 
fact that my State was the pioneer in 
the field of using the Industrial Devel
opment Bond program as a tool for in
dustrial development and growth. 
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Last year the Department of the 

Treasury made recommendations to 
the Congress for changes in the laws 
relative to tax-exempt Industrial Rev
enue Bonds which, in my judgment, 
would have virtually destroyed this 
program. I was gratified that these 
recommendations were not adopted by 
the Congress. 

However, the Tax Equity and Fiscal 
Responsibility Act, as finally passed, 
did place certain restrictions on the 
use of tax-exempt industrial develop
ment bonds. I am particularly con
cerned by two of these restrictions, 
and the legislation which I propose 
today would eliminate them and rein
state the law as it existed prior to the 
passage of the Tax Equity and Fiscal 
Responsibility Act. 

The first of the restrictions which 
my bill would remove is the provision 
which denies the use of the Acceler
ated Cost Recovery System to facili
ties financed by the proceeds of tax
exempt obligations. I believe that this 
restriction on the program will have a 
very adverse and deleterious impact on 
the industrial development and 
growth of Mississippi and the 48 other 
States that utilize this program. My 
hill would, therefore, amend the law so 
as to provide that facilities financed 
with tax-exempt industrial develop
ment bonds may be depreciated under 
the Accelerated Cost Recovery 
System. 

The other provision of the tax bill 
which the legislation I am proposing 
would eliminate, is that provision 
which prevents the use of tax-exempt 
industrial development bonds after 
December 31, 1986. If this provision is 
not eliminated or changed, the Indus
trial Development Bond program will, 
of course, be a thing of the past as of 
January 1, 1987. 

I greatly fear, Mr. President, that if 
the law is not changed, the result will 
be unnecessary restrictions on the in
dustrial development bond program. I 
believe that economic recovery efforts 
in Mississippi and in other States will 
be severely handicapped if the law re
mains unchanged. 

Mr. President, the counties and mu
nicipalities in Mississippi rely on the 
industrial development bond program 
very heavily. The program has been a 
huge success in Mississippi and it has 
been handled with the utmost integri
ty. From the outset, Mississippi has 
exercised careful control over industri
al development bonds and has limited 
their use to manufacturing, process
ing, and warehousing. It can truthful
ly be said that Mississippi has operat
ed a model program. I do not believe 
that the program should be hampered 
by prohibiting the use of the acceler
ated cost recovery system by facilities 
financed with tax exempt industrial 
development bonds. 

Mr. President, let me say that in 
Mississippi at least, the fear that these 

tax-exempt bonds cause a great loss in 
Federal tax revenues is simply un
founded. A study made by the Missis
sippi Research and Development 
Center shows that industrial revenue 
bonds in Mississippi "pay their own 
way." This study shows that during 
the past 5 years the tax-exempt status 
cost the Federal Treasury approxi
mately $29 million. Employee payroll 
taxes alone from these same industrial 
revenue bond-financed companies pro
duced $32 million in revenues for the 
Federal Treasury. 

In closing, Mr. President, I urge that 
the Committee on Finance give this 
legislation and the problems I have 
discussed prompt attention. I hope 
that this measure will be approved so 
that the industrial development bond 
program may continue without all of 
the restrictions placed on it by the 
Tax Equity and Fiscal Responsibility 
Act. Finally, Mr. President, I ask 
unanimous consent that a copy of the 
bill be printed in the RECORD at the 
conclusion of my remarks. 

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

8.2957 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That <a> 
section 216 of the Tax Equity and Fiscal Re
sponsibility Act of 1982, and the amend
ment in adilltion made by such section, are 
hereby repealed. 

(b)(1) The provisions of subsection <a> 
shall apply to all taxable years and periods 
to which the provisions repealed by subsec
tion <a>, and the amendment made by those 
provisions, would have applied. 

<2> The Internal Revenue Code of 1954 
shall be applied and administered as if the 
provisions repealed by subsection <a>, and 
the amendment made by those provisions, 
had not been enacted. 

<c> Paragraph (6) of section 103(b) of the 
Internal Revenue Code of 1954 <relating to 
exemption for certain small issues> is 
amended-

(!) by striking out subparagraph <N>. and 
<2> by redesignating subparagraph <O> and 

subparagraph <N>. 

By Mr. RANDOLPH: 
S. 2959. A bill to provide for the limi

tation of increases in sulfur dioxide 
emissions for a 5-year period, to pro
vide for an accelerated study of the 
causes and effects of acid rain deposi
tion, and to provide for mitigation at 
sites where there are harmful effects 
on aquatic ecosystems resulting from 
high acidity; to the Committee on En
vironment and Public Works. 
ACm DEPOSITION STUDY AND SULFUR DIISSION 

LIKITATION ACT OF 1982 

e Mr. RANDOLPH. Mr. President, I 
introduce today a bill directing a com
prehensive examination of acid rain 
issues and interim mitigation measures 
to be undertaken pending the outcome 
of this review. 

Mr. President, for more than a year 
the Committee on Environment and 
Public Works has examined issues re-

lated to acid rain in connection with 
its development of amendments to the 
Clean Air Act. On August 19 the com
mittee ordered reported such legisla
tion. For the most part, it is a refine
ment of the existing law intended to 
make it more workable and to respond 
to conditions that have arisen since 
the Congress last acted on this subject 
in 1977. 

The only new regulatory program is 
that approved by the committee to re
quire a reduction in sulfur emissions 
of 8 million tons by 1995. The legisla
tive language creating this effort con
tains several proposals I made to 
lessen economic and social impacts of 
the acid rain control program. It still 
falls short, however, of the assurances 
I feel are required to avoid disruptions 
in coal production and consumption. 
Such a program cannot be permitted 
to cost jobs in the coal industry where 
there is already widespread unemploy
ment. 

The committee bill provides an op
portunity for the Congress to review 
the results of the accelerated research 
and the likely actual costs of control, 
before any of the controls go into 
effect. I believe, however, that con
trols should not be imposed until an 
informed Congress in the mid-1980's, 
possessing all the research and studies 
called for by my bill, affirmatively de
cides to go ahead with an acid rain 
control program. 

At the time our committee complet
ed work on its bill to amend the Clean 
Air Act, I indicated that I would con
tinue to examine the large amount of 
evidence that has been presented to 
the committee on the causes, effects, 
and methods of controlling acid rain. 
The legislation I offer today is the 
outcome of this effort. 

This bill would require the follow
ing: 

Direct the Administrator of the En
vironmental Protection Agency <EPA>, 
in his capacity as Chairman of the 
Acid Precipitation Task Force estab
lished by the Energy Security Act of 
1980, within a s:.year period, to study 
the relative contributions from sources 
of sulfur dioxide and nitrogen oxides 
to acid rain, an acid control program's 
effect on future economic growth, em
ployment, and cost to consumers. In 
addition, the task force is required to 
determine if acid rain endangers 
public health, and if an acid rain pro
gram is necessary to protect countries 
contiguous to the United States. No 
activity establishing a regulatory 
framework for an acid rain control 
program would be initiated during this 
5-year research period. 

During the study period the Admin
istrator of EPA is required to leave al
lowable sulfur dioxide emissions from 
existing major stationary sources at 
current levels in all States except for a 
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few specific cases such as conversions 
from oil or gas to coal. 

The Administrator of EPA, during 
the 5-year study period may make 
grants to States for mitigation of 
harmful effects at existing aquatic 
ecosystem sites where high acidity has 
been documented. 

At my encouragement, the commit
tee bill provides for acceleration of the 
acid rain study authorized in 1980. 
The bill also provides that the re
quired sulfur reductions not take place 
until the study is completed, and the 
Congress has an opportunity to review 
its findings. 

While helpful, this language still es
tablishes a mandatory sulfur control 
program that could go into effect re
gardless of the findings of the study. 
It is conceivable that stringent sulfur 
controls would be required even 
though the study may find them to be 
unnecessary or that controls on other 
types of emissions are required to 
reduce acid rain. 

My bill is intended to require that 
the Congress examine the study's find
ings and take a positive action to im
plement any control program that 
may be determined necessary as a 
result of those findings. 

Mr. President, I have consulted with 
many individuals and organizations 
concerned with coal production and 
usage as well as the problem of acid 
rain which itself is of concern in West 
Virginia as well as in other States. I 
believe that this issue can be ad
dressed in a manner that can achieve 
environmental objectives, but I also 
feel that we must act on the basis of 
convincing scientific evidence, and 
that we should adopt no program that 
creates widespread disruption and 
hardship in one of our basic industries 
at a time when our Nation is already 
beset with economic woes. 

I assure my colleagues of my desire 
to continue working with them to 
achieve a workable solution to a seri
ous problem, one that, as in other leg
islation, realistically balances environ
mental and economic objectives. 

Mr. President, I ask unanimous con
sent that the text of my bill be printed 
in the RECORD. 

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

S.2959 
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 "Acid Deposition 
Study and Sulfur Emission Limitation Act 
of 1982". 

SEc. 2, Title I of the Clean Air Act, is 
amended by adding the following new part: 

"PARTE-ACID DEPOSITION ANALYSIS AND 
MITIGATION 

"SEC. 181. <a> The Congress finds and de
clares that-

"(1) acidity in precipitation occurs 
through both anthropogenic and natural 
causes; 

"(2) the phenomenon known as acid depo
sition appears to be an increasing problem 
of both national and international scope 
and interest; 

"(3) acid deposition occurs in various parts 
of the world and has the potential to con
tribute to higher levels of acidity in aquatic 
systems, terrestrial systems, and the dete
rioration of buildings and monuments; 

"( 4) sulfur dioxide an nitrogen oxides 
from stationary and mobile sources have 
been identified as possible contributing ele
ments in the creation of acid deposition; 

"(5) the atmospheric chemistry relating to 
the conversion of sulfur dioxide and nitro
gen oxides into sulfates and nitrates is enor
mously complicated since the conversion 
can be influenced by temperature, sunlight, 
humidity, catalytic particles in the air, and 
the presence of certain oxidants; 

"(6) various techniques of reducing emis
sions from stationary sources of precursors 
of acid deposition, including increased use 
of precombustion fuel treatment and the de
velopment and inherently low-polluting 
combustion technologies, may prove to be of 
significant long-range value in reducing the 
amount of acid deposition; 

"(7) the National Acid Precipitation As
sessment Plan and its cooperative links to 
similar State and international programs 
concerned with acid deposition, provides an 
established framework for integrating exist
ing scientific data, and developing addition
al scientific data, relating to acid deposition 
and for making recommendations for strate
gies to limit and remedy the harmful effects 
of acid deposition; 

"(8) the causes and effects of acid deposi
tion, particularly the atmospheric chemistry 
and long-range transport of acid deposition 
precursors, the effectiveness of available 
measures to control acid deposition, and the 
effectiveness of efforts to improve the envi
ronment through the control of acid pre
cipitation should be more fully understood 
before undertaking complex and potentially 
costly efforts to further control sulfur diox
ide and nitrogen oxide emissions beyond 
that necessary to meet national ambient air 
quality standards and new source perform
ance standards. 

"(b) It is the purpose of this part to pro
vide for-

"(1) an accelerated effort to understand 
the causes and effects of acid deposition; 

"(2) an examination of the potential and 
feasibility of various techniques of reducing 
the emissions of sulfur dioxide and nitrogen 
oxides from stationary and mobile sources 
which may contribute to acid deposition; 

"(3) limitations on increases in sulfur di
oxide emissions; and 

"(4) grants to State for Initigation at sites 
where there are harmful effects on aquatic 
ecosystems resulting from high acidity. 

SEC. 182. <a> Within the five-fiscal year 
period following the enactment of this part 
the Administrator shall report to the 
Senate Cominittee on Environment and 
Public Works and the House Cominittee on 
Energy and Commerce on acid deposition as 
follows: 

"(1) The report shall be based upon the 
annual reports of the Acid Precipitation 
Task Force established under title VII of 
the Energy Security Act and studies con
ducted by the Administrator under the 
Clean Air Act, and other information avail
able to the Administrator. 

"(A) the environmental effects of acid 
deposition; 

"<B> the areas of the Nation affected by 
acid deposition; 

"<C> the atmospheric transport and trans
formation process of acid deposition precur
sors; 

"(D) possible methods for controlling such 
precursors; and 

"<E> the relative impact of local sources of 
acid deposition compared to more distant 
sources of acid deposition. 
The report shall also include such recom
mendations as may be appropriate concern
ing the control of acid deposition precur
sors. In developing such recommendation, 
the Administrator shall take into account 
such factors as the location of the sources 
of sulfur dioxide and nitrogen oxides, future 
econoinic growth, the impact on employ
ment, the protection of public health or 
welfare, the costs to consumers, the need to 
assure equity among the States, and the ac
tions taken by other countries contiguous to 
the United States. The Administrator shall 
also provide an opportunity for State and 
public participation during the study and 
report development period. 

"(b) The Administrator shall actively so
licit data, views, and comments from State 
and other Federal agencies which are carry
ing out studies and research relating to acid 
deposition. 

"SEc. 183. The Governors of the various 
States are encouraged to establish and des
ignate appropriate regional corridors com
prising several States concerning acid depo
sition and to negotiate appropriate meas
ures to reduce, where appropriate, emissions 
of pollutants that relate to acid deposition, 
taking into consideration the actions taken 
and planned by the various States and 
Canada to control sulfur dioxide and nitro
gen oxides, future econoinic growth in the 
corridors, the impact on employment, the 
the endangerment to the environment, the 
costs to consumers, and the need to assure 
equity among the States. The Administrator 
shall ccoperate with the States and provide 
technical assistance to the States under this 
subsection. Nothing in this section shall be 
construed to consent to interstate compacts. 

"SEc. 184. <a> the Administrator may not 
approve under section UO<a><3> any portion 
of a revision of an implementation plan 
adopted by a State during the five-year 
period beginning on the date of enactment 
of this part under which the annual allow
able emissions of sulfur dioxide for any ex
isting major stationary source are increased 
above the annual allowable emissions of 
sulfur dioxide for that source under the ap
plicable implementation plan for such State 
in effect immediately prior to the adoption 
of the revision. 

"(b) The prohibition contained in subsec
tion <a> shall not apply in the case of a plan 
revision containing an increase in annual al
lowable emissions for any major stationary 
source if, under the revision, in each year 
for which such an increase is provided-

"(!) the annual allowable emissions of 
sulfur dioxide from one or more other sta
tionary sources in that State are reduced 
from the annual allowable emissions of 
sulfur dioxide which were perinitted for 
those sources under the applicable imple
mentation plan in effect immediately prior 
to the adoption of the revision, and 

"(2) such reduction is equal to, or greater 
than, such increase. If any reduction re
ferred to in paragraph (1 > exceeds the in
crease referred to in paragraph (2) <or if 
there is no such increase>, such excess may 
be credited against subsequent increases re
ferred to in paragraph <1> in such manner 
as the State deems appropriate. 
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"<c> The prohibition contained in subsec

tion <a> shall not apply to any increase in 
annual allowable emissions of sulfur dioxide 
attributable to-

"<1) the construction or modification of a 
stationary source where the increase in 
sulfur dioxide emission is less than the de 
minimum amount established under section 
165(b); 

"(2) the conversion by an existing station
ary source burning petroleum products or 
natural gas as the primary energy source to 
the use of coal, or coal mixed with any 
other fuel, as the primary energy source <as 
defined in the Powerplant and Industrial 
Fuel Use Act of 1978, without regard to 
whether or not such conversion is required 
under such Act>; or 

"(3) the modification of an interim emis
sion limitation established pursuant to a 
consent decree which was entered into prior 
to the date of the enactment of this part 
and which required monitoring of sulfur di
oxide emissions by the source concerned for 
a specified period, if the modified emission 
limitation is based upon the results of such 
monitoring and if the modification is adopt
ed pursuant to the terms of such consent 
decree. 
For purposes of this section, the term 'exist
ing stationary source' means a stationary 
source the construction of which was com
menced before the date of enactment of this 
part. 

"<d> The prohibition contained in subsec
tion <a> shall also not apply to any increase 
in allowable annual emissions attributable 
to a stationary source for which sulfur diox
ide emission limitations are established 
under section 111, 119, 165, or 173. 

"<e> Nothing in this section shall be con
strued to apply to any increase or decrease 
in annual allowable emissions of sulfur diox
ide which takes effect pursuant to an ex
emption, order, suspension, extension, or 
variance referred to in section 110<a><3><C>. 

"SEC. 185. <a> The Administrator is au
thorized <1 > to conduct or make grants to 
any State or interstate agency for the pur
poses of conducting the development, re
finement and practical demonstration and 
implementation of <A> new, improved, or in
novative methods of neutralizing or restor
ing the buffering capacity of acid altered 
bodies of water that no longer can support 
game fish species, and <B> methods of re
moving from bodies of water toxic metals or 
other toxic substances mobilized by acid 
deposition, and <2> to include in such grants 
such amounts as necessary for the purpose 
of reports, plans and specifications in con
nection therewith. 

"<b> Grants under this section shall not be 
made for any project in any amount exceed
ing 75 per centum of the costs thereof as de
termined by the Administrator. 

"<c> Grants under this section shall not be 
made for any project that involves bodies of 
water that did not contain game fish as es
tablished by State law prior to 1970. 

"SEC. 186. There are authorized to be ap
propriated to the Administrator for the five 
fiscal years following the date of enactment 
such sums as may be necessary to prepare 
the report required by section 182 and to 
make the grants authorized by section 
185." .• 

ADDITIONAL COSPONSORS 
s. 1258 

At the request of Mr. ExoN, the 
name of the Senator from Ohio <Mr. 

GLENN) was added as a cosponsor of S. 
1256, a bill to regulate interstate com
merce by protecting the rights of con
sumers, dealers, and end users. 

s. 1562 

At the request of Mr. MURKOWSKI, 
the name of the Senator from Wash
ington <Mr. GoRTon> was added as a 
cosponsor of S. 1562, a bill to provide 
comprehensive national policy dealing 
with national needs and objectives in 
the Arctic. 

s. 2676 

At the request of Mr. RoBERT C. 
BYRD, the name of the Senator from 
Montana <Mr. BAucus> was added as a 
cosponsor of S. 2676, a bill to establish 
a National Hostel System Plan, and 
for other purposes. 

s. 2737 

At the request of Mr. GLENN, the 
names of the Senator from Montana 
<Mr. BAucus), and the Senator from 
Connecticut <Mr. WEICKER) were 
added as cosponsors of S. 2737, a bill 
to authorize an educational assistance 
program which will provide low-cost 
loans to college students who pursue 
mathematics and science baccalaure
ate degrees and enter the precollege 
mathematics and science teaching pro
fession, and for other purposes. 

s. 2738 

At the request of Mr. GLENN, the 
name of the Senator from Connecticut 
<Mr. WEICKER) was added as a cospon
sor of S. 2738, a bill to amend the In
ternal Revenue Code of 1954 to allow a 
credit to certain employers for com
pensation paid to employees with pre
college mathematics or science teach
ing certificates who are employed for 
the summer months by such employ
ers or who are employees who teach a 
limited number of hours. 

s. 2919 

At the request of Mr. LUGAR, the 
names of the Senator from Connecti
cut <Mr. DoDD), and the Senator from 
California <Mr. CRANSTON) were added 
as cosponsors of S. 2919, a bill to help 
insure the Nation's independent factu
al knowledge of Soviet-bloc countries, 
to help maintain the national capabil
ity for advanced research and training 
on which that knowledge depends, and 
to provide partial financial support for 
national programs to serve both pur
poses. 

SENATE JOINT RESOLUTION 220 

At the request of Mr. PRYOR, the 
names of the Senator from Washing
ton <Mr. JACKSON), and the Senator 
from Alabama <Mr. DENTON) were 
added as cosponsors of Senate Joint 
Resolution 220, a joint resolution to 
authorize the erection of a memorial 
on public grounds in the District of 
Columbia to honor and commemorate 
members of the Armed Forces of the 
United States who served in the 
Korean war. 

SENATE JOINT RESOLUTION 228 

At the request of Mr. NUNN, the 
names of the Senator from Kentucky 
<Mr. HUDDLESTON), the Senator from 
Missouri <Mr. DANFORTH), the Senator 
from Connecticut <Mr. WEICKER), and 
the Senator from Indiana <Mr. LUGAR) 
were added as cosponsors of Senate 
Joint Resolution 228, a joint resolu
tion to provide for the designation of 
the week beginning on October 24, 
1982, as "National Tourette Syndrome 
Awareness Week." 

SENATE JOINT RESOLUTION 239 

At the request of Mr. WARNER, the 
names of the Sen~. tor from New 
Mexico (Mr. ScHMITT}, and the Sena
tor from Alaska <~ir. MURKOWSKI), 
were added as cosponsors of Senate 
Joint Resolution 239, a joint resolu
tion designating October 16, 1982, as 
"National Newspaper Carrier Appre
ciation Day." 

SENATE JOINT RESOLUTION 244 

At the request of Mr. WARNER, the 
names of the Senator from Virginia 
<Mr. HARRY F. BYRD JR.), the Senator 
from New Mexico <Mr. ScHMITT), the 
Senator from Missouri <Mr. EAGLE
TON), the Senator from California <Mr. 
CRANSTON), the Senator from Georgia 
<Mr. NUNN), the Senator from Oklaho
ma <Mr. NICKLES), the Senator from 
Pennsylvania <Mr. HEINZ), and the 
Senator from Alaska <Mr. MURKow
SKI), were added as cosponsors of 
Senate Joint Resolution 244, a joint 
resolution designating January 17, 
1983, as "Public Employees' Apprecia
tion Day." 

SENATE JOINT RESOLUTION 251 

At the request of Mr. BUMPERS, the 
names of the Senator from Maryland 
<Mr. SARBANES), the Senator from 
Kansas (Mrs. KASSEBAUM), the Senator 
from Minnesota <Mr. DURENBERGER), 
the Senator from Delaware <Mr. 
BIDEN), and the Senator from Ohio 
<Mr. METZENBAUK) were added as co
sponsors of Senate Joint Resolution 
251, a joint resolution authorizing and 
requesting the President to designate 
October 10, 1982, as "National Peace 
Day." 

SENATE CONCURRENT RESOLUTION 124 

At the request of Mr. SASSER, the 
name of the Senator from Montana 
<Mr. BAucus> was added as a cosponsor 
of Senate Concurrent Resolution 124, 
a concurrent resolution concerning the 
administration's study of hydroelectric 
power. 

SENATE RESOLUTION 472 

At the request of Mr. MoYNIHAN, 
the names of the Senator from New 
Jersey <Mr. BRADLEY), the Senator 
from West Virginia <Mr. RANDOLPH} 
and the Senator from Delaware <Mr. 
BIDEN) were added as cosponsors of 
Senate Resolution 472, a resolution to 
preserve and protect medicare bene-
fits. 
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AMENDMENT NO. 3271 

At the request of Mr. MURKOWSKI, 
the name of the Senator from Wash
ington <Mr. GoRTON) was added as a 
cosponsor of amendment No. 3271 in
tended to be proposed to S. 1562, a bill 
to provide comprehensive national 
policy dealing with national needs and 
objectives in the Arctic. 

SENATE EXECUTIVE 
TION 7-EXECUTIVE 
TION RELATING TO 
SATELLITES 

RESOLU
RESOLU

KILLER 

Mr. PRESSLER submitted the fol
lowing executive resolution; which was 
referred to the Committee on Foreign 
Relations: 

S. ED:c. RES. 7 
Whereas the United States and other na

tions rely increasingly on space satellites 
and other space-based systems for improv
ing the quality of life on earth; 

Whereas the maximum utilization of 
space technology for weather forecasting, 
communications, and natural resource ex
ploration is assured only under peaceful 
conditions; 

Whereas the United States depends upon 
satellites for preserving the peace through 
command and control of U.S. forces world
wide and through early warning of strategic 
attack, among other functions; 

Whereas satellites are vital for verifica
tion of arms control agreement; 

Whereas the safety of such important 
missions including those performed by the 
Space Shuttle would be compromised by the 
threat posed by killer satellites; 

Whereas a space arms race would under
mine strategic stability; 

Whereas a military space race would add 
to the uncertainties faced by military plan
ners and thereby complicate the task of de
signing an effective military force structure; 

Whereas an arms race in space would be a 
drain on the American taxpayer and would 
undermine our ability to correct current de
ficiencies in our military posture; and 

Whereas the present pace of military 
space developments will soon reduce the 
prospects of avoiding the weaponization of 
outer space: 

Resolved. That it is the sense of the 
Senate that the President should immedi
ately invite the People's Republic of China, 
the Soviet Union and other States Parties to 
the Treaty on Principles Governing the ac
tivities of States in the Exploration and Use 
of Outer Space, including the Moon and 
Other Celestial Bodies, otherwise known as 
the 1967 Outer Space Treaty, to negotiate a 
Protocol to the treaty, providing for a com
plete and verifiable ban on the develop
ment, testing, deployment, or use of anti
satellite weapons. 

A RESOLUTION POR ENHANCEMENT OF THE 
OUTER SPACE TREATY 

Mr. PRESSLER. Mr. President, this 
past Monday, as chairman of the 
Senate Foreign Relations Committee's 
Subcommittee on Arms Control, 
Oceans, International Operations and 
the Environment, I chaired a hearing 
on Arms Control and the Militariza
tion of Space. This is a propitious time 
for examining the implications of 
United States and Soviet military 
space developments. At the start of 

this month, the U.S. Air Force formal
ly created a Space Command, head
quartered at Colorado Springs. This 
summer's· flight of the Space Shuttle 
Columbia marked its inauguration as a 
military space-lift vehicle. At the end 
of that flight, President Reagan an
nounced the promulgation of a new 
national space policy which, Rmong 
other things, gives a high priority to 
the testing and deployment of an anti
satellite weapon. During Monday's 
hearing, Under Secretary of Defense 
Richard DeLauer, informed the com
mittee that the defense budget for the 
current 3-year period calls for 20 per
cent real growth in military space ex
penditures; that is, a 20 percent rise 
after inflation. 

In large measure, the U.S. military 
space effort is a response to the space 
activities of the Soviet Union. For a 
decade now, the Soviets have had an 
operational killer satellite weapon. It 
was last tested in June of this year in 
an awesome display of Soviet strategic 
weaponry which some analysts have 
described as a scenario for waging nu
clear war. In this scenario, killer satel
lites have a major role to play in neu
tralizing U.S. strategic forces. 

In my view, this space race upon 
which we seem to be embarking has no 
winners. It could undermine strategic 
stability, and it would be a drain on 
our taxpayers. It will compromise our 
ability to make good on the deficien
cies in our cw·rent military posture. It 
would increase risks for and, thereby, 
reduce the interest of commerical in
vestors in exploiting the potential of 
satellites for commerce. We in South 
Dakota, for instance, rely on satellite
generated weather forecasts in plan
ning agricultural activities. Satellites 
have helped increase domestic produc
tion and have added to our foreign ex
ports. 

There is another reason why this a 
propitious time for examining the di
rections of United States and Soviet 
space developments and for an assess
ment of the options which may be 
available in avoiding a space arms 
race. This week, the Arms Control and 
Disarmament Agency and the Nation
al Aeronautics and Space Administra
tion commemorated the 15th anniver
sary of the Outer Space Treaty which 
was ratified by the Senate on April 25, 
1967, and entered into force on Octo
ber 10, 1967. Among other things, that 
treaty bans the placement of nuclear 
weapons and other weapons of mass 
destruction in Earth orbit, on the 
Moon and other celestial bodies, or 
otherwise stationing such weapons in 
outer space. 

This treaty is a model for peaceful 
uses and cooperation in space explora
tion. Unfortunately, the treaty does 
not, go far enough. It has not stopped 
the Soviets from deploying and testing 
a killer satellite weapon. Without im
provements in the treaty's arrange-

ments which would restrict this and 
other related military space develop
ments, U.S. satellites are threatened. 
These satellites carry out numerous 
missions that are vital for keeping the 
peace, including communications with 
U.S. forces worldwide and early warn
ing of strategic attack. Unless arrange
ments b~--ming killer satellites are 
agreed to quickly, the United States 
will have no choice but to test and 
deploy its own killer satellite weapon, 
and we and the Soviet Union will have 
joined a new arms competition that 
will be difficult to turn back. 

Therefore, I rise today to offer a res
olution which calls upon the United 
States, the People's Republic of 
China, the Soviet Union and other sig
natories to the 1967 Outer Space 
Treaty to amend the Outer Space 
Treaty. This amendment would aim to 
preclude the development, testing, and 
deployment of killer satellites. I urge 
that the President and these other na
tions act quickly in this regard for, I 
believe, it would be difficult, if not im
possible, to prevent a space race once 
it gets off the ground. That race may 
be quickly upon us. 

I ask unanimous consent that the 
Outer Space Treaty, as it now stands, 
be printed in the RECORD. 

There being no objection, the treaty 
was ordered to be printed in the 
RECORD, as follows: 
TREATY ON PRINCIPLES GOVERNING THE Ac

TIVITIES OF STATES IN TdE EXPLORATION 
AND USE OF OUTER SPACE, INCLUDING THE 
MooN AND OTHER CELEsTIAL BoDIES 
Signed at Washington, London, Moscow, 

January 27, 1967. 
Ratification advised by U.S. Senate April 

25, 1967. 
Ratified by U.S. President May 24, 1967. 
U.S. ratification deposited at Washington, 

London, and Moscow October 10, 1967. 
Proclaimed by U.S. President October 10, 

1967. 
Entered into force October 10, 1967. 
The States Parties to this Treaty, 
Inspired by the great prospects opening 

up before mankind as a result of man's 
entry into outer space, 

Recognizing the common interest of all 
mankind in the progress of the exploration 
and use of outer space for peaceful pur
poses. 

Believing that the exploration and use of 
outer space should be carried on for the 
benefit of all peoples irrespective of the 
degree of their economic or scientific devel
opment, 

Desiring to contribute to broad interna
tional co-operation in the scientific as well 
as the legal aspects of the exploration and 
use of outer space for peaceful purposes, 

Believing that such co-operation will con
tribute to the development of mutual under
standing and to the strengthening of friend
ly relations between States and peoples, 

Recalling resolution 1962 <XVIII>, entitled 
"Declaration of Legal Principles Governing 
the Activities of States in the Exploration 
and Use of Outer Space," which was adopt
ed unanimously by the United Nations Gen
eral Assembly on 13 December 1963, 

Recalltng resolution 1884 <XVIII>. calling 
upon States to refrain from placing in orbit 
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around the Earth any objects carrying nu
clear weapons or any other kinds of weap
ons of mass destruction or from installing 
such weapons on celestial bodies, which was 
adopted unanimously by the United Nations 
General Assembly on 17 October 1963, 

Taking account of United Nations General 
Assembly resolution 110 <II> of 3 November 
1947, which condemned propaganda de
signed or likely to provoke or encourage any 
threat to the peace, breach of the peace or 
act of aggression, and considering that the 
aforementioned resolution is applicable to 
outer space, 

Convinced that a Treaty on Principles 
Governing the Activities of States in the 
Exploration and Use of Outer Space, includ
ing the Moon and Other Celestial Bodies, 
will further the Purposes and Principles of 
the Charter of the United Nations, 

Have agreed on the following: 
ARTICLE I 

The exploration and use of outer space, 
including the moon and other celestial 
bodies, shall be carried out for the benefit 
and in the interests of all countries, irre
spective of their degree of economic or sci
entific development, and shall be the prov
ince of all mankind. 

Outer space, including the moon and 
other celestial bodies, shall be free for ex
ploration and use by all States without dis
crimination of any kind, on a basis of equali
ty and in accordance with international law, 
and there shall be free access to all areas of 
celestial bodies. 

There shall be freedom of scientific inves
tigation in outer space, including the moon 
and other celestial bodies, and States shall 
facilitate and encourage international coop
eration in such investigation. 

ARTICLE II 

Outer space, including the moon and 
other celestial bodies, is not subject to na
tional appropriation by claim of sovereign
ty, by means of use or occupation, or by any 
other means. 

ARTICLE III 

States Parties to the Treaty shall carry on 
activities in the exploration and use of outer 
space, including the moon and other celes
tial bodies, in accordance with international 
law, including the Charter of the United Na
tions, in the interest of maintaining interna
tional peace and security and promoting 
international co-operation and understand
ing. 

ARTICLE IV 

States PP.rties to the Treaty undertake 
not to place in orbit around the Earth any 
objects carrying nuclear weapons or any 
other kinds of weapons of mass destruction, 
install such weapons on celestial bodies, or 
station such weapons in outer space in any 
other manner. 

The moon and other celestial bodies shall 
be used by all States Parties to the Treaty 
exclusively for peaceful purposes. The es
tablishment of military bases, installatior.s 
and fortifications, the testing of any type of 
weapons and the conduct of military ma
neuvers on celestial bodies shall be forbid
den. The use of military personnel for scien
tific research or for any other peaceful pur
poses shall not be prohibited. The use of 
any equipment or facility necessary for 
peaceful exploration of the moon and other 
celestial bodies shall also not be prohibited. 

ARTICLE V 

States Parties to the Treaty shall regard 
astronauts as envoys of mankind in outer 
space and shall render to them all possible 

assistance in the event of accident, distress, 
or emergency landing on the territory of an
other State Party or on the high seas. When 
astronauts make such landing, they shall be 
safely and promptly returned to the State 
of registry of their space vehicle. 

In carrying on activities in outer space 
and on celestial bodies the astronauts of one 
State Party shall render all possible assist
ance to the astronauts of other States Par
ties. 

States Parties to the Treaty shall immedi
ately inform the other States Parties to the 
Treaty or the Secretary-General of the 
United Nations of any phenomena they dis
cover in outer space, including- the moon 
and other celestial bodies, which could con
stitute a danger to the life or health of the 
astronauts. 

ARTICLE VI 

States Parties to the Treaty shall bear 
international responsibility for national ac
tivities in outer space, including the moon 
and other celestial bodies, whether such ac
tivities are carried on by governmental 
agencies or by non-governmental entities, 
and for assuring that national activities are 
carried out in conformity with the provi
sions set forth in the present Treaty. The 
activities of non-governmental entities in 
outer space, including the moon and other 
celestial bodies, shall require authorization 
and continuing supervision by the appropri
ate State Party to the Treaty. When activi
ties are carried on in outer space, including 
the moon and other celestial bodies, by an 
international organization, responsibility 
for compliance with this Treaty shall be 
borne both by the international organiza
tion and by the States Parties to the Treaty 
participating in such organization. 

ARTICLE VII 

Each State Party to the Treaty that 
launches or procures the launching of an 
object into outer space, including the moon 
and other celestial bodies, and each State 
Party from whose territory or facility an 
object is launched, is internationally liable 
for damage to another State Party to the 
Treaty or to its natural or juridical persons 
by such object or its component parts on 
the Earth, in air space or in outer space, in
cluding the moon and other celestial bodies. 

ARTICLE VIII 

A State Party to the Treaty on whose reg
istry an object launched into outer space is 
carried shall retain jurisdiction and control 
over such object, and over any personnel 
thereof, while in outer space or on a celes
tial body. Ownership of objects launched 
into outer space, including objects landed or 
consti:ucted on a celestial body, and of their 
component parts, is not affected by their 
presence in outer space or on a celestial 
body or by their return to the Earth. Such 
objects or component parts found beyond 
the limits of the State Party to the Treaty 
on whose registry they are carried shall be 
returned to that State Party, which shall, 
upon request, furnish identifying data prior 
to their return. 

ARTICLE IX 

In the exploration and use of outer space, 
including the moon and other celestial 
bodies, States Parties to the Treaty shall be 
guided by the principle of co-operation and 
mutual assistance and shall conduct all 
their activities in outer space, including the 
moon and other celestial bodies, with due 
regard to the corresponding interests of all 
other States Parties to the Treaty. States 
Parties to the Treaty shall pursue studies of 

outer space, including the moon and other 
celestial bodies, and conduct exploration of 
them so as to avoid their harmful contami
nation and also adverse changes in the envi
ronment of the Earth resulting from the in
troduction of extraterrestrial matter and, 
where necessary, shall adopt appropriate 
measures for this purpose. If a State Party 
to the Treaty has reason to believe that an 
activity or experiment planned by it or its 
nationals in outer space, including the moon 
and other celestial bodies, would cause po
tentially harmful interference with activi
ties of other States Parties in the peaceful 
exploration and use of outer space, includ
ing the moon and other celestial bodies, it 
shall undertake appropriate international 
consultations before proceeding with any 
such activity or experiment. A State Party 
to the Treaty which has reason to believe 
that an activity or experiment planned by 
another State Party in outer space, includ
ing the moon and other celestial bodies, 
would cause potentially harmful interfer
ence with activities in the peaceful explora
tion and use of outer space, including the 
moon and other celestial bodies, may re
quest consultation concerning the activity 
or experiment. 

ARTICLE X 

In order to promote international co-oper
ation in the exploration and use of outer 
space, including the moon and other celes
tial bodies, in conformity with the purposes 
of this Treaty, the States Parties to the 
Treaty shall consider on a basis of equality 
any requests by other States Parties to the 
Treaty to be afforded an opportunity to ob
serve the flight of space objects launched by 
those States. 

The nature of such an opportunity for ob
servation and the conditions under which it 
could be afforded shall be determined by 
agreement between the States concerned. 

ARTICLE XI 

In order to promote international co-oper
ation in the peaceful exploration and use of 
outer space, States Parties to the Treaty 
conducting activities in outer space, includ
ing the moon and other celestial bodies, 
agree to inform the Secretary-General of 
the United Nations as well as the public and 
the international scientific community, to 
the greatest extent feasible and practicable, 
of the nature, conduct, locations and results 
of such activities. On receiving the said in
formation, the Secretary-General of the 
United Nations should be prepared to dis
seminate it immediately and effectively. 

ARTICLE XII 

All stations, installations, equipment and 
space vehicles on the moon and other celes
tial bodies shall be open to representatives 
of other States Parties to the Treaty on a 
basis of reciprocity. Such representatives 
shall give reasonable advance notice of a 
projected visit, in order that appropriate 
consultations may be held and that maxi
mum precautions may be taken to assure 
safety and to avoid interference with 
normal operations in the facility to be vis
ited. 

ARTICLE XIII 

The provisions of this Treaty shall apply 
to the activities of States Parties to the 
Treaty in the exploration and use of outer 
space, includlng the moon and other celes
tial bodies, whether such activities are car
ried on by a single State Party to the Treaty 
or jointly with other States, including cases 
where they are carried on within the frame-
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work of international inter-governmental 
organizations. 

Any practical questions arising in connec
tion with activities carried on by interna
tional inter-governmental organizations in 
the exploration and use of outer space, in
cluding the moon and other celestial bodies, 
shall be resolved by the States Parties to 
the Treaty either with the appropriate 
international organization or with one or 
more States members of that international 
organization, which are Parties to this 
Treaty. 

ARTICLE XIV 

1. This Treaty shall be open to all States 
for signature. Any State which does not sign 
this Treaty before its entry into force in ac
cordance with paragraph 3 of this article 
may accede to it at :my time. 

2. This Treaty shall be subject to ratifica
tion by signatory States. Instruments of 
ratification and instruments of accession 
shall be deposited with the Governments of 
the United States of America, the United 
Kingdom of Great Britain and Northern 
Ireland and the Union of Soviet Socialist 
Republics, which are hereby designated the 
Depositary Governments. 

3. This Treaty shall enter into force upon 
the deposit of instruments of ratification by 
five Governments including the Govern
ments designated as Depositary Goverments 
under this Treaty. 

4. For States whose instruments of ratifi
cation or assession are deposited subsequent 
to the entry into force of this Treaty, it 
shall enter into force on the date of the de
posit of their instruments of ratification or 
assession. 

5. The Depositary Governments shall 
promptly inform all signatory and acceding 
States of the date of each signature, the 
date of deposit of each instrument of ratifi
cation of and accession to this Treaty, the 
date of its entry into force and other no
tices. 

6. This Treaty shall be registered by the 
Depositary Governments pursuant to Arti
cle 102 of the Charter of the United Na
tions. 

ARTICLE XV 

Any State Party to the Treaty may pro
pose amendments to this Treaty. Amend
ments shall enter into force for each State 
Party to the Treaty accepting the amend
ments upon their acceptance by a majority 
of the States Parties to the Treaty and 
thereafter for each remaining State Party 
to the Treaty on the date of acceptance by 
it. 

ARTICLE XVI 

Any State Party to the Treaty may give 
notice of its withdrawal from the Treaty 
one year after its entry into force by written 
notification to the Depositary Govern
ments. Such withdrawal shall take effect 
one year from the date of receipt of this no
tification. 

ARTICLE XVII 

This Treaty, of which the English, Rus
sian, French, Spanish and Chinese texts are 
equally authentic, shall be deposited in the 
archives of the Depositary Governments. 
Duly certified copies of this Treaty shall be 
transmitted by the Depositary Governments 
to the Governments of the signatory and ac
ceding States. 

In witness whereof the undersigned, duly 
authorized, have signed this Treaty. 

Done in triplicate, at the cities of Wash
ington, London and Moscow, this twenty
seventh day of January one thousand nine 
hundred sixty-seven. 

NOTICES OF HEARINGS 
COMMITTEE ON THE BUDGET 

Mr. DOMENICI. Mr. President, the 
Senate Committee on the Budget will 
continue hearings on budget act 
reform on Tuesday, September 28, 
1982, in room 6202, Dirksen Senate 
Office Building. 

Hon. JAMES R. JoNEs, chairman of 
the House Budget Committee, and 
Hon. NoRMAN Y. MINETA will testify at 
9:30a.m. 

Hon. LEON E. PANETTA and Hon. 
RALPH REGULA will testify at 2 p.m. 

CO:MMITTEE ON GOVERNMENTAL AFFAIRS 

Mr. ROTH. Mr. President, the 
Senate Committee on Governmental 
Affairs will hold a hearing on Over
sight of the General Services Adminis
tration on Thursday, September 30, 
1982, at 10 a.m. in room 3302 of the 
Dirksen Senate Office Building. For 
further information, please contact 
Margaret Hecht at 224-4751. 

AUTHORITY FOR COMMITTEES 
TO MEET 

Mr. BAKER. Mr. President, in just a 
moment, I am going to yield the floor 
to the Senator from Idaho so he can 
manage this measure. 

First, I want to put a unanimous
consent request which has been 
cleared with the minority leader and 
with affected Senators. 

COMMITTEE ON FINANCE 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Commit
tee on Finance be authorized to meet 
during the session of the Senate on 
Friday, September 24, to hold a 
markup on H.R. 6056, the Technical 
Corrections Act. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

CO:MMITTEE ON FOREIGN RELATIONS 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the Commit
tee on Foreign Relations be authorized 
to meet during the session of the 
Senate on Monday, September 27, at 
2:30 p.m., to hold a hearing to consider 
the nomination of RichardT. McCor
mack to be an Assistant Secretary of 
State for Economic and Business Af
fairs. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the Commit
tee on Foreign Relations be authorized 
to meet during the session of the 
Senate on Monday, September 27, at 3 
p.m., to receive a top secret CIA brief
ing on recent developments in nuclear 
proliferation-risk nations. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

SUBCO:MMITTEE ON INTERNATIONAL J:CONOIIIC 
POLICY 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the Subcom
mittee on International Economic 

Policy, of the Committee on Foreign 
Relations, be authorized to meet 
during the session of the Senate on 
Monday, September 27, at 10 a.m., to 
hold an oversight hearing on world 
debt. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

ADDITIONAL STATEMENTS 

SELECT COMMITTEE ON INTEL
LIGENCE, STAFF REPORT OF 
ALLEGED SECURITY BREACH 
AT THE GENERAL ACCOUNT
ING OFFICE 

e Mr. GOLDWATER. Mr. President, 
on February 3, 1982, Senator RoTH, 
the distinguished chairman of the 
Committee on Governmental Affairs, 
requested that the Senate Select Com
mittee on Intelligence investigate an 
allegation of security breach at the 
General Accounting Office <GAO>. 
Senator RoTH's concern was based on 
news articles published at the time 
which described attempts by foreign 
intelligence services to obtain classi
fied GAO reports-attempts which 
were subsequently confirmed by GAO 
officials. 

Because an investigation of possible 
security breaches at the GAO more 
appropriately falls under the jurisdic
tion of the Senate Select Committee 
on Intelligence than the Committee 
on Governmental Affairs, I agreed to 
Senator RoTH'S request and I asked 
the staff to look into the allegations 
which were made. Our staff subse
quently scheduled a series of visits to 
the FBI and GAO, They interviewed 
officials at GAO, FBI, and CIA, and 
reviewed files pertinent to the case. In 
addition, our security people examined 
the security and document control sys
tems at GAO. 

All agencies contacted during our 
staff investigation cooperated fully 
with our committee, and on June 29, 
1982, I sent a preliminary copy of our 
staff report to Senator RoTH. Among 
other things, we concluded the follow
ing: 

Specifically, no information was found to 
support the allegations <1 > that the Soviet 
officer in question succeeded in acquiring 
classified reports from GAO, that the Sovi
ets had a penetration in the GAO; or <2> 
that security arrangements at GAO did or 
do not adequately protect classified materi
al. 

Mr. President, under the terms of 
Senate Resolution 400, the Senate 
Select Committee on Intelligence has 
the responsibility to make periodic re
ports to the Senate concerning intelli
gence matters. Therefore, I think it is 
appropriate that our staff report on 
the alleged security breach at GAO be 
printed in the RECORD for the benefit 
of my colleagues who may have an in
terest in this matter. 
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Mr. President, I ask that this staff 

report be printed in the RECORD. 
The staff report follows: 

SENATE SELECT COMMITTEE ON INTELLIGENCE 
STAFF REPORT INVESTIGATION OF ALLEGED 
SECURITY BREACH AT GENERAL ACCOUNTING 
OFFICE 

SUMMARY CONCLUSIONS 

A former investigator for the General Ac
counting Office <GAO> alleged in late 1981 
the following: that in 1979 a Soviet intelli
gence officer had obtained a number of clas
sified reports from the GAO and that there 
was a Soviet penetration in the GAO; that 
an FBI investigation concluding there was 
no basis for these allegations was in error; 
and that security at GAO for classified doc
uments was poor. 

Senate Select Committee on Intelligence 
<SSCI> staff investigated these charges and 
found no substantiation for them. Specifi
cally, no information was found to support 
the allegations <1 > that the Soviet officer in 
question succeeded in acquiring classified 
reports from GAO, that the Soviets had a 
penetration in the GAO or <2> that security 
arrangements at GAO did or do not ade
quately protect classified material. 

These conclusions are based on SSCI staff 
visits to the FBI and GAO; interviews of of
ficials at GAO, the FBI, and CIA; reviews of 
files pertinent to the case; and examination 
of the security and document control sys
tems at GAO. CIA, GAO and the FBI coop
erated fully with the staff in this investiga
tion. 

Background 1 

In late 1981, a former investigator at GAO 
approached a number of Senate Committee 
staffs with allegations of security breaches 
at the GAO and fraud at NASA. He spoke 
with staff of the Labor and Human Re
sources, Select Intelligence, and Govern
ment Affairs Committees. 

The concern over security of classified 
documents at GAO was highlighted by a 
number of newspaper articles from Decem
ber, 1981 through February, 1982, as well as 
by two CBS Evening News items on 5 and 8 
February, 1982. 

The Permanent Subcommittee on Investi
gations <PSI> of the Government Affairs 
Committee made initial inquiry into some of 
the GAO charges but, because of the need 
for security clearances, recommended that 
Senator Roth request Intelligence Commit
tee staff to investigate further. On Febru
ary 3, 1982, Senator Roth made such re
quest of Senator Goldwater, Chairman of 
the SSCI. Senator Goldwater agreed on 
February 23. 

The staff examined three matters: 
1. Alleged compromise of classified infor

mation by GAO; 
2. The alleged existence of a penetration 

in GAO; and 
3. Security of classified material at GAO. 

FBI investigations 
In January, 1979, an official <and known 

intelligence agent> of the Soviet Embassy, 
Vladimir Kvasov, made requests for docu
ments at GAO. Some reports he requested 
were classified. Moreover, Kvasov specified 
GAO report numbers for some classified re
ports that had not yet been issued. 

In May, 1979, GAO asked the FBI to 
study security at GAO and make recommen-

1 This staff report is sUDlDlary in content due to 
the sensitive nature of the subject matter. Classi
fied supporting mater al is available at the Intelll· 
gence Committee for review by authorized persons. 

dations for improvements, and to conduct a 
counterintelligence investigation to deter
mine whether Kvasov had obtained classi
fied documents. The FBI also was requested 
to investigate whether there was a Soviet 
penetration in the GAO. 

The FBI completed a review of GAO secu
rity in December 1979. The report made rec
ommendations for improvements in various 
aspects of GAO physical, document and per
sonnel security; however, it did not indicate 
any material deficiencies in security. These 
recommendations have been or are being 
implemented by GAO. 

In the summer of 1979, a Special Agent of 
the FBI's Washington Field Office began a 
counterintelligence investigation of the 
Kvasov document requests and the possibili
ty of a penetration at GAO. Ralph Sharer, 
the former GAO investigator who made the 
allegations in 1981, was assigned at that 
time by GAO to work with this FBI agent 
on the investigation. The FBI report, writ
ten in January, 1980, concluded that there 
was no evidence that Kvasov received any 
classified reports from GAO. The FBI fur
ther concluded that the heavy preponder
ance of the evidence indicated there was no 
Soviet penetration in GAO. 

Due to the charges by Sharer in late 1981 
and to media and Congressional attention, 
the FBI reopened its probe of the GAO/ 
Kvasov affair. A second Special Agent was 
assigned. He completed a re-investigation in 
March, 1982, and reaffirmed the previous 
FBI conclusions. 

SSCI staff investigation 
The SSCI staff visited GAO and reviewed 

the security and document control system. 
The staff also interviewed GAO's Director 
of Security, Congressional Affairs officers, 
and Classified Document Control personnel. 

Staff found no information to suggest 
that the document control system at GAO 
was inadequately designed to protect classi
fied material, and no reason was found to 
believe that GAO ever provided any classi
fied report to a hostile intelligence agent. 
Classified reports and unclassified reports 
are segregated at GAO and are controlled 
and disseminated from separate areas of the 
building. Classified reports are handled in a 
special, secure area and are never dissemi
nated from or through the public distribu
tion center. In fact, classified reports are lo
cated and only disseminated from the 4th 
floor; while unclassified and declassified re
ports are disseminated from the public dis
tribution center on the 1st floor. Logs are 
kept on each copy of all classified reports 
and indicate to whom and when each copy 
was disseminated. A study of the distribu
tion center's request form markings con
firms that Kvasov received only unclassified 
reports and declassified versions of classi
fied reports. Sharer misinterpreted the 
markings on the distribution center's forms, 
leading him to charge that classified reports 
had been given to Kvasov. 

The staff also contacted the Central Intel
ligence Agency and Department of Defense, 
which periodically review security at GAO. 
CIA's last security check was in late 1981; 
DOD reviewed security of NATO classified 
material in January, 1982; and SSCI's Direc
tor of Security inspected GAO's system in 
May, 1982. They reported security of classi
fied documents at GAO was adequate and 
met U.S. Government standards. 

The · staff also reviewed with FBI and 
GAO the allegation that Kvasov received 
classified reports and information from a 
penetration in GAO. FBI and GAO officials 
were interviewed. Sharer's voluminous 

report on problems at NASA 2 and GAO was 
examined, as were GAO files. Staff reviewed 
t;'BI Headquarters and Washington Field 
Office files of both the first and second in
vestigations. SSCI staff found there was no 
basis to question the FBI's conclusions, 
namely that Kvasov did not receive classi
fied reports from GAO and that the heavy 
preponderance of the evidence indicated no 
penetration in GAO. 

Sharer's primary argument to support his 
charge that the Soviets penetrated the 
GAO was that Kvasov had specified report 
numbers on GAO request forms prior to 
publication of the reports. However, both 
FBI and GAO officials identified numerous 
sources from which Kvasov could have ob
tained knowledge of the serial numbers of 
GAO reports prior to the reports publica
tion. For example, GAO distributes to a 
number of offices in Congress and the Exec
utive branch several unclassified listings of 
report titles that are being drafted. These 
lists of titles also contain the report num
bers. 

Staff also interviewed the FBI Special 
Agent who conducted the first FBI investi
gation into Kvasov's activities at the GAO. 
The Agent told the staff that he had found 
no evidence that Kvasov had received classi
fied GAO documents. He further stated 
that, while the existence of a penetration is 
always a possibility <noting the difficulty of 
"proving the negative"), the preponderance 
of evidence was to the contrary.e 

PHILIPS INDUSTRIES 

e Mr. METZENBAUM. Mr. President, 
it seems as though every time I pick 
up a newspaper or a magazine, I see an 
article about how American business 
just cannot hack it anymore. 

They say we have lost our edge
that we cannot keep up with foreign 
competition. And they tell us very sol
emnly that America's entrepreneurial 
spirit has somehow or other disap
peared. 

To anyone who believes that I sug
gest a visit to a firm called Philips In
dustries. And I guarantee that the visi
tor will quickly discover that innova
tive management, quality engineering, 
and skilled craftsmanship are alive, 
well, and located in Dayton, Ohio. 

Philips Industries is a classic Ameri
can success story. Today, Philips In
dustries is a $200 million a year firm 
that produces a wide range of high
quality components for the building 
and recreational vehicle industries. To
morrow, Philips' subsidiaries will be 
pr~ducing an even wider range of 
products, from fire dampers to PVC 
pipe fittings. 

But in 1957, when Jesse Philips, a 
graduate of Oberlin College and Har
vard Business School, acquired control 
of a firm called Jalousies of Ohio, the 
large, diversified company we know 
today was once a dream. 

• SSCI did not examine the charges about NASA 
because the nature of the charges did not come 
within this Committee's jurisdiction. 
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In 1957, Jalousies of Ohio had 20 

employees. It had annual billings of 
about $400,000. 

But the company also had Jesse 
Philips, one of America's more bril
liant management assets. 

Today, the 20 employees have grown 
to 5,000. The one plant in Dayton has 
grown into 40 plants across the coun
try. And it was Jesse Philips who made 
it all happen. 

:Mr. President, on September 30, 
Philips Industries will celebrate 25 
years of dynamic growth under the 
leadership of a truly extraordinary 
man. On this occasion, I offer my 
warmest congratulations to Jesse Phil
ips and to everyone associated with 
Philips Industries. And I join count
less others in Ohio in thanking Jesse 
Philips for his outstanding work on 
behalf of the Dayton community and 
for his service to Ohio's institutions of 
higher education. 

I ask that two profiles of Jesse Phil
ips, one from the Harvard Business 
School Bulletin and the other from 
th£; Nation's Business, be printed in 
the RECORD. 

The material follows: 
[From the Harvard Business School 

Bulletin, July-August 19711 
PROFILE OF ACHIEVEMENT-PHILIPS OF 

PHILIPS INDUSTRIES 

Jesse Philips <MBA '39>, an easterner by 
birth and midwesterner by choice, is a re
tailer by early training and an industrialist 
by acquisition. A loyal alumnus and staunch 
supporter of the School, he is the donor of 
its thirty-first endowed chair, the Jesse 
Philips Professorship of Manufacturing, es
tablished in 1969 and occupied by A. Rich
ard Dooley. 

AN ENTREPRENEURIAL BENT 

Mr. Philips was born in New York City in 
1914; shortly thereafter his family moved to 
Hartford, Connecticut. In the early 1930s, 
while still a teenager in high school, he dis
played an entrepreneurial bent which was 
to stand him in good stead in later years: he 
formed a small printing company. Ultimate
ly, he had to give it up in order to pursue 
his education. 

From high school he enrolled as a scholar
ship student in Oberlin College at Oberlin, 
Ohio, in 1933. Before long, the risk-taking 
disposition reasserted itself and Mr. Philips 
was back in business-this tiine as a dry 
cleaner, using his earnings to supplement 
meager financial resources. Fortunately, he 
had a great capacity for work and, despite 
the heavY load of course preparation on top 
of managerial duties, he was graduated with 
his AB, magna cum laude, in 1937. 

The following autumn he was admitted to 
Harvard's MBA Program with the Class of 
1939. Arriving at Soldiers Field on a Con
necticut State Fellowship that September, 
he was assigned to ground-floor quarters in 
Chase Hall's D-entry. Among the classmates 
he recalls from those days are "a couple 
who subsequently became prominent in 
business and government-Walter Haas, 
now president of Levi Strauss & Co., and 
Robert McNamara, now president of the 
International Bank for Reconstruction and 
Development. Three others in our class," he 
points out, "have distinguished themselves 
in education-Jack Glover, Bob Merry, and 

Charlie Williams. They're now all Profes
sors on the HBS Faculty." 

During his MBA years Mr. Philips put 
case preparation first and extra-curricular 
activities second. He was a serious student 
and did well. "I still remember some of our 
case discussions after more than 30 years," 
he says. Studies notwithstanding, he found 
opportunities once again to supplement his 
income through several small business ven
tures. 

After graduation he embarked on what 
was to become a successful career covering 
two decades in financial control and mer
chandise management with several major 
department stores. At the start he joined G. 
Fox & Co. for a year. Then he moved to 
Worth's in 1940 as general merchandise 
manager. From 1944 to 1946 he served as ex
ecutive vice president of the Big Store Co. 

Wurzburg's obtained his services in 1946-
47 as general merchandise manager, when 
the country began converting its wartime 
economy to a peacetime one. The following 
year found him carrying the counterPart re
sponsibility and title in Stark's Department 
Store. 

Two years later, in 1949, Mr. Philips was 
named executive vice president of the John
ston-Shelton Department Store in Dayton, 
Ohio. The store was suffering large losses. 
He was offered the incentive of purchasing 
one-third of the stock of the corporation if 
he could tum it around. Within two years 
the store was earning a decent profit. He 
stayed on as Johnston-Shelton's executive 
vice president for seven years until he sold 
the store to a chain, rounding out 17 years 
of retailing experience. 

Then he retired for a full year spending 
most of this time traveling, skiing, and en
joying his family. During that year, howev
er, he did investigate and analyze no less 
than 61 different possible business !l.Cquisi
tions. A new career was clearly on the hori
zon. 

Launching out on a different course in 
1957, Mr. Philips purchased the Jalousies of 
Ohio Company, a manufacturing concern lo
cated in Dayton. At the time he acquired 
control, the firm employed a workforce of 
about 20 persons and produced annual sales 
of around $400,000. Soon, responding to the 
Philips approach to management, the enter
prise embarked upon a period of substantial 
diversification and growth in the field of 
equipment for use in mobile homes and rec
reational vehicles. In the last dozen years, 
sales have risen to nearly $150 million per 
year. More than 5,000 men and women are 
employed today in the company's 40-odd 
plants. 

FROM RETAILING TO MANUPACTURING 

In 1961, four years after Mr. Philips took 
over, the trend of developments led to a 
change of corporate name. Jalousies of Ohio 
became Philips Industries, Inc. Jesse Philips 
became chairman of the board of directors 
and is the chief executive officer. 

The top management team he presides 
over consists of 18 corPorate executives. 
Among them are nine vice presidents and 
seven heads of staff functions such as the 
secretary and corporate counsel, the direc
tor of management information, and the 
manager of data processing. As a general 
rule Mr. Philips deals with his operating 
heads through the company president, 
Robert Levenstein, and the executive vice 
president, Herbert Gerhard. But he still 
likes to keep direct lines of communication 
open between himself and all his key men to 
insure speedy decislonmaking in a highly 
competitive sector of the economy. 

The diversity of product lines flowing 
from Philips Industries' loading docks is im
pressive. There are, for example, items for 
mobile homes and recreational vehicles such 
as aluminum windows and doors, axles, 
water heaters, coupler-jack assemblies, 
roofs, undercarriage frames, ventilating 
equipment, and LP gas cylinders. 

For a different but related market the 
company produces wooden windows, patio 
doors, plastic pipe and fittings, fiberglass 
construction panels, and fiberglass tub and 
shower enclosurers. In yet another field 
such electro-mechanical devices as blowers, 
propellers, fans, and residential and light 
commercial humidifiers are offered. 

A man with a great capacity for concen
trated effort, Jesse Philips does not focus 
waking hours exclusively on his business af
fairs. Fortunately for Harvard, 32 years as 
an active business executive have not eroded 
any of the Philips interest in or loyality to 
the Business School. In 1968, for example, 
he joined the prestigious 44-man Visiting 
Committee. Such appointments run official
ly for a single year but are renewable up to 
six years. Thus, in the normal course of 
events Mr. Philips will continue to sit with 
that body until1974. 

IN SUPPORT OF EDUCATION 

He not only is a Dean's Fund Donor in the 
HBS Annual Giving program but also in 
1969 established, through the Jesse Philips 
Foundation, an endowment to support a 
new academic chair. The School's thirty
first such position, it is called the Jesse 
Philips Professorship of Manufacturing. Its 
first incuimbent is A. Richard Dooley, 
whose area of special inter.~st has been pro
duction and operations management. 

In announcing the creation of the chair, 
George P. Baker <then Dean, now the Hill 
Professor of Transportation, Emeritus> said: 
"While the School has for many years ac
corded significant emphasis in its ctL"Ticu
lum to production and operations manage
ment, the establishment of the chair en
dowed by Mr. Philips will permit a further 
e:;;ctension of scholarship and research in 
this important area. The effective manage
ment of production activities is impo:ct;ant 
both to individual firms and to the function
ing of the nations' economy." 

Mr. Philips' philanthropies, it should be 
noted, have extended beyond Harvard. He is 
a trustee and chairman of the Budget and 
Finance Committee at Oberlin College. 
Oberlin is now completing the Jesse Philips 
Physical Education Center which he gave 
through the Jesse Philips Foundation. 

As the scope of his management responsi
bilities has increased, so too has Mr. Philips' 
commitment to helping in a broad range of 
civic and cultural endeavors. He has served, 
for example, as a director of the Dayton 
Chamber of Commerce, the Dayton Better 
Business Bureau, the Dayton Jewish Com
munity Development Council, the Dayton 
Retail Merchants' Association, and the 
Miami Valley Council of the Boy Scouts of 
America. 

CIVIC AND CULTURAL I:NDEA VORS 

He also has been Dayton chairman of the 
Ohio Foundation of Independent Colleges 
and was formerly associate chairman of 
Dayton's United Fund Drive. In the field of 
higher education he is, in addition to his 
Harvard involvements, a trustee of Oberlin 
College and of the University of Dayton. He 
has been honored with the Free EnterPrise 
Award. 

Mr. Philips' directorships include seven 
subsidiary corporations, of which he is 
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president as well as being a member of the 
board: Philips Industries of Pennsylvania, 
Jalousies of Ohio-Georgia Co., Philips In
dustries of Kansas, General Processing Cor
poration, Philips Industries of South Caroli
na, Philips Industries of Texas, and Philips 
Industrial Components. Other related in
dustrial directorships are Versail Manufac
turing Company, Tailormade, Inc., Dexter 
Axle Company, Lau Blower Co., Lasco 
Corp., and the Third National Bank. He also 
reserves time for six public service director
ships: Good Samaritan Hospital, the Dayton 
Area Progress Council, the Salvation Army, 
Junior Achievement, the Jewish Communi
ty Council, and the Joint Distribution Com
mittee. 

Six years ago Mr. Philips realized one of 
his early ambitions-to own a sailboat. 
Today he is a keen sailing enthusiast and 
well known in ocean racing circles. Last 
summer his yacht, Charisma, won the Port 
Huron-Mackinac race over 195 other boats. 
He has also maintained an active interest in 
land-based athletics. While at the Business 
School, for example, he became absorbed in 
skiing, a sport in which he is siill both a 
proficient and an ardent participant. In 
fact, every February finds him at the Palace 
Hotel in st. Moritz, Switzerland. 

At home, the family now resides on Honey 
Hill in Dayton, Ohio. Mrs. Philips, the 
former Carol Frank of Cincinnati, sits with 
her husband on the company's board of di
rectors. There are two grown-up children, 
Ellen Jane and Thomas Edwin. Tom is cur
rently a student at Northwestern University 
in Evanston, Illinois. Ellen is a reader for 
the Written Analysis of Cases course in the 
first year of the MBA Program working 
with A.C. Lyles, Jr. 

"The saying 'a company is only as strong 
as its management team' may be an old bro
mide," Mr. Philips observes, "but in my ex
perience it's a very true one. Our accom
plishments in recent years would not have 
been possible except for the loyalty and 
extra effort of many executives. They can 
well be proud of their performance. We are 
continuously seeking and recruiting well
qualified personnel, and I hope some of 
them may come from the Harvard Business 
School." 

Commenting on his industry's prospects 
Mr. Philips says: "We are moving into the 
'70s with a good deal of confidence. In the 
mobile home market we expect demand to 
continue for bigger and better units offering 
more luxury features. With increasing lei
sure time and incomes turning up again, the 
mobile market seems bound to grow. Then 
there's that newer field, manufactured 
housing; with on-the-site building costs con
stantly increasing, I believe that the only 
solution to our nation's housing problem is 
factory-built homes. If we are to reach 
President Nixon's goal for housing we will 
have to build low-price homes on a produc
tion line in a factory and then move the fin
ished units to their permanent sites. Our in
dustry is increasingly turning its attention 
to the nation's urban housing problems. 

"The needs are basically the same," he 
adds, "compact, complete, economical 
homes. Blueprints on planners' drawing 
boards already outline future patterns for 
urban development. Test projects have been 
built. Looking ahead, we can see modules 
that can be 'plugged' into a skeletal struc
ture-high-rise apartments, for example, 
made up of complete units trucked from a 
factory and •stacked' on the site. The possi
bilities are llm1tless. 

"And Philips is helping to make these new 
approaches happen," he notes. "The compa-

ny's capacity for growing and adapting as its 
market expands and shifts is evidence of its 
competitive strength." 

NEED TO ASK THE RIGHT QUESTIONS 

Looking back at the School from the van
tage point of an alumnus who is 32 years 
out, Jesse Philips states his philosophy this 
way: "Business education's main job, in my 
view, is to build executives who can solve 
problems. What business needs is men and 
women who can frame the right questions, 
judge the importance of timing, unsnarl 
tangled issues, recognize key functions, get 
people working together, lay out plans of 
action. Those abilities, as I see them, are 
more important than expertise in specific 
industries or techniques. I believe the 
School is continuing to move in that direc
tion and I'm glad to help it do so. 

"One of the big needs, of course, is endow
ment-particularly in these times. That's 
one reason the idea of establishing a profes
sorship appealed to me. But the School's 
revenue from endowment, as I understand 
it, is less than 9% of the total for the 1970-
71 academic year. The stability of a larger 
amount of dependable endowment income is 
needed to maintain the excellence of educa
tional programs in the face of changing con
ditions and mounting fixed costs. I know 
that Dan Fouraker and his associates are 
working vigorously to obtain additional en
dowment, and I wish them every success." 

Regarding the named chair which result
ed from his own concern and generosity, Mr. 
Philips says: "I get a real thrill from having 
been able to strengthen the School in this 
way. Professor Dooley, the present incum
bent, is one of the Faculty's great assets. His 
work in such areas as computer-based auto
mation highlights some important chal
lenges and exciting opportunities for manu
facturers in the future. 

"Being in the manufacturing field 
myself," he adds, "I'm glad to know that 
some bright people at the School are work
ing on those problems." 

[From the Nation's Business, June 19791 
LEsSONS OF LEADERSHIP-PHILIPS Is BACK ON 

COURSE AND COMING ABOUT 

<By Priscilla Anne Schwab> 
Jesse Philips would rather be sailing. In 

fact, that's what he was doing when he took 
a telephone call in Newport, R.I., and 
learned that the company he had founded 
was about to founder on the rocks of short
term debt. 

Mr. Philips took the next plane to 
Dayton, Ohio, to rescue the small business 
he had built into $200 million mini-conglom
erate. He gave up semiretirement and the 
America's CUp race in which he was cospon
soring the Mariner to do battle with 18 
bankers who wanted to cancel the firm's 
credit lines and call in $24 million worth of 
loans because the mobile home market had 
taken a dive. 

"We had $6 million in the bank, but that 
wasn't enough to cover," says Mr. Philips 
today. "I and a couple of others worked 
straight through the next ten days, putting 
together a package to convince the banks to 
stick with us. I asked them all for a year's 
grace. One bank insisted on a million dollars 
then and there. We paid it but convinced 
the others to wait. 

"I had meeting after meeting. We pound
ed and pounded, closed ten plants and sold 
off a few others. Within a year. we had paid 
off the $23 million. It was not pretty, but we 
survived." 

GALLON-SIZED FORTUNE 

Today, Philips Industries consists of five 
divisions: The mobile home and recreational 
vehicle group, which makes aluminum win
dows and exterior doors, axles, water heat
ers, LPG cylinders, and roofing; the Lau di
vision, which makes fans and blowers for 
heating and air conditioning units, ventilat
ing components, and humidifiers; Lasco, 
which makes molded fiberglass bathtubs, 
building panels, and plastic pipe and fit
tings; Malta, which makes wood windows 
and patio doors for on-site housing; and 
Twin Pane, which makes insulated glass. 
Sales for the year ending last March totaled 
$268 million, and profits reached $11.4 mil
lion. 

In 1956, Mr. Philips had nothing but 17 
years' experience and the gallon-sized for
tune he had made in retailing. Twenty years 
before, he was a scholarship student at 
Oberlin College where, besides academic ac
complishments, he played football as the 
lightest running guard the school ever had. 

LEARNING ABOUT PEOPLE 

After graduating from Harvard Business 
School, where he had gone to learn how to 
be a banker, he took a job with a depart
ment store in Hartford, Conn., as a trainee 
buyer. 

He quickly proved his prowess as a buyer, 
but, he admits today, "I had a lot to learn 
about people." Mr. Philips bought a truck
load of stationery for the store's August 
sale-"Three boxes for a dollar or some
thing like that," says Mr. Philips. "I got the 
table set up on the main floor of the store 
and put up the signs, and when we opened 
we had a rush of customers. After an hour 
or so things quieted down, and the salesgirls 
straightened out the table so everything was 
neat. 

"People kept buying steadily, and I kept 
replenishing the merchandise. I noticed 
that whenever I was restocking, people 
would gather around to see what the new 
stuff was-they thought they might miss 
something. And we would have another 
flurry of buying. 

"Well, I decided, this was great, I'll just 
keep piling more boxes of writing paper on 
the table, and people w1ll keep buying. They 
did. And I said, boy, I am a genius, this is 
fantastic. About the middle of the after
noon the merchandise manager called me. I 
went upstairs expecting compliments on my 
great sale. 

"Instead, he asked me why I was causing 
all this trouble. The three girls who had 
been working on the table had come to him 
in tears. I was astounded, of course, and 
started telling him about my terrific sale, 
and he said, the girls spent hours straight
ening out the table, and you kept messing it 
up. I explained about the restocking, and he 
said, why are you telling me about that, 
why don't you tell them? You go back down 
and stop them from crying. 

"Then and there I learned to explain to 
your team what you want to do and why." 

College during the post-depression years 
was a kaleidoscope of studying, waiting on 
tables, sweeping floors, and washing dishes. 
"I didn't last long at dishwashing," says Mr. 
Philips. The summers were spent scram
bling to amass enough money to augment 
his scholarship. 

SMALL TOWNS 

One summer, Mr. Philips established a 
door-to-door dry cleaning service. "My 
father was in the business, and I would call 
on people in the small towns around Hart-
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ford. My father would clean the clothes, 
than I would deliver them for a little more 
than the usual price. That was my profit." 

At the end of the summer, he tried to sell 
the route-"it was a money-maker"-but 
couldn't find a buyer. So he hired a man to 
keep the route going. "I wasn't too good at 
sizing up people," says Mr. Philips today. 
"The guy made all the collections and then 
absconded with the cash." 

A second college venture was more re
warding but pitted young Jesse against the 
Greyhound Corp. "My problem was how to 
get home to Hartford for Christmas; I didn't 
have any money," says Mr. Philips. He tried 
to become the campus agent for the big bus 
company, to sign up busloads of students to 
go home. But they weren't about to hire a 
penurious student. 

GLAMORIZED TRIP 

So he located the Indian Trails Bus Co., 
which agreed to pay him five percent of the 
fares he could produce. "I got pictures of 
their buses, put them on a few bulletin 
boards around school, and glamorized the 
trip-take a midnight ride to New York 
City. We had lots of students from the 
East." 

Mr. Philips talked up the trip and soon 
had two busloads of students. By the time 
the Greyhound representative arrived on 
campus, eve1·ybody had bus tickets home. 
Greyhound tracked down the enterprising 
Mr. Philips and informed him that he was 
breaking the law and would get into all 
kinds of trouble. 

"Two men came to the dorm and told me I 
should turn over all the names and money 
to Greyhound," Mr. Philips recalls. 

"I said I couldn' t do that, and they started 
threatening me with legal action. The 
housemother threw them out when they 
began cussing. 

"They went to the dean, of course, and I 
got called on the carpet to explain myself. 
The upshot was that I made a deal with 
Greyhound. I got a five percent cut on every 
student who rode a Greyhound bus to or 
from Oberlin, whether I signed them up or 
not. So I had a little income, and I got free 
rides home." 

At Harvard Business School, Mr. Philips 
opened up his own firm-in his room-and 
sold typewriters for the Royal Typewriter 
Co. "It was against the rules," he says, "but 
they never found the machines. I used to 
hide them in the radiator wells." 

With the typewriters went carbon paper, 
which Mr. Philips sold from office to office 
in downtown Boston. "I got a 25 percent 
commission." 

FAKILY·OWNED STORE 

After his stationery success at G. Fox & 
Co. in Hartford, he moved through various 
department stores like wind through a 
yacht's rigging. He went to work for a 
family-owned operation in Cincinnati, 
which was going down for the third time. 

"I had been skiing in Canada and arrived 
at the interview without any business 
clothes," says Mr. Philips. "We talked all 
day, and they asked me to stay the next 
day, and I did, and they asked me to stay 
again, and I did, but I sensed something 
wasn't exactly right. So I questioned one of 
the sons. 

"Well, I was making $25,000 a year then, 
and the president of the company, the guy I 
was going to work for, was making only 
$15,000. I said that's no problem. I'll halve 
my salary and start for $12,500, but I want 
five percent of any increase in sales." 

The firm hadn't had an increase in five 
years, so the family thought it was a good 

deal-until the end of the first year. Then 
they owed Jesse Philips $40,000, which they 
couldn't pay. 

"They were very proud people," says Mr. 
Philips. "They hated to admit they couldn't 
pay their debts. So I said, let me buy the mi
nority stock, and I did, at $10 a share. I 
never did get my money from them, but a 
year later, I sold that stock to Litton and 
made a half million dollars on the deal." 

EQUITY INTEREST 

From Cincinnati, it was a short jaunt to 
Dayton to another department store that 
needed bailing out. "I told them I didn't 
want a contract, that they could fire me any 
time they wanted to, but if I stayed a year, I 
wanted an equity interest. When I took 
over, they had a $280,000 loss. The first year 
we made $80,000." 

How? "The first thing I did was hire some 
good merchandisers and get them fired up. I 
added a quarter of a million dollars to the 
payroll. Then, we reintroduced tabloid ad
vertising and ran promotions. 

"During one million-dollar sale, we had to 
call out the police because the customers 
were stacked solid 20 feet to the curb and 
into the street, waiting for the store to 
open. We got people talking about the store. 
We made it exciting. 

PLANNING RETIREMENT 

"You know, in all stores carrying the same 
price line, 90 percent of the merchandise is 
identical. You have to balance your invento
ry and do a good job of promotion." 

After Mr. Philips got that store on course, 
he sold his interest to a chain and planned 
his retirement-at 42. "I had enough money, 
so I didn't have to work. I knocked off for a 
year," he says. "I did some skiing and 
played a lot of golf-got my handicap down 
from 21 to 14-and checked out at least 51 
companies." 

It was while he was looking around for in
vestment opportunities that a friend per
suaded him to look over the Jalousies of 
Ohio company in Dayton, which made win
dows for mobile homes. " I had never been to 
a manufacturing company in my life," says 
Mr. Philips. "I didn't know a punch press 
from a press brake." 

The owner wanted $400,000 for the plant, 
which had 20 employees and netted $40,000 
a year. "It wasn't that much," says Mr. Phil
ips today, ".But my friend told me after we 
signed the deal that he thought I had 
bought it too fast; I should have offered 
$375,000." 

Mr. Philips had good reason to worry. He 
had checked the company out thoroughly 
and had researched the industry. He con
cluded the firm was in a unique position 
within the industry to keep pace with the 
fast-growing mobile home industry and the 
new fad of home improvement. 

TOOK TO THE ROAD 

He took over the company in October. "A 
week later, the owner told me I was all set, 
but he would hang around in case I needed 
him," Mr. Philips explains. "Well, I think I 
saw him one day, then I never saw him 
again. And there we were, with all this stock 
and no orders. Nobody buys windows in No
vember. I closed the factory, laid everybody 
off and wondered what to do." 

Mr. Philips took to the road. He wrote 
down on three-by-five cards all the pluses of 
the firm's window and went to Michigan to 
see a major manufacturer of mobile homes. 

"It took about an hour to sell him the 
window and about two hours to figure out a 
price," says Mr. Phllips. "It should have 
taken five minutes. But they said I ought to 

check my price overnight and come back in 
the morning. I checked with the factory 
that night and went back the next day and 
got the order. Years later, I found out that 
my price was so low they thought I had 
made a mistake." 

The price was low because Jalousies' 
window was specifically designed for mobile 
homes. "We had a better product with more 
features and a lower price, but of our 13 
competitors, we were the smallest," he says. 
"The previous owner had had an excellent 
product; he just hadn't sold it. I came back 
from Michigan with orders for three truck
loads of windows." 

BROKE THE DOLDRUJotS 

The second big order was a little longer in 
materializing, but Mr. Philips had broken 
the cyclical doldrums of the industry, and it 
wasn't too many years before his firm was 
the only one employing people during the 
winter. 

Today, Philips Industries' corporate head
quarters is a scant quarter mile down the 
street from the company's beginnings. Mr. 
Philips, who now commands 31 plants and 
4, 700 employees, recounted how he applied 
retailing pizzazz to a staid manufacturing 
firm, how he deep-sixed the competition 
and built a diversified fleet of companies, 
and how he plans to make his next retire
ment permanent. 

MR. PHILIPS, WHY Dm YOU START YOUR 
BUSINESS CAREER IN RETAILING? 

I never expected to. I went to Harvard 
Business School to get into banking. My 
senior year I received a call from Prof. Mal
colm P. McNair, one of the fabulous names 
in retailing. He was teaching a course at 
Harvard, and I was number one in his class. 

He said: "Philips, I just found out you are 
going into banking. I thought you were a 
retail major." I said, yes sir. He sgjd: "Do 
you have any family on Wall .Street?" I said, 
no sir. He said: "You are going to be a disap
pointment and an embarrassment to the 
school. We can't get you a job on Wall 
Street. Why don't you go into retailing? I 
can get you seven offers tomorrow." I said, 
yes sir. If that is what you think I ought to 
do, I will. He said: "You will have just as 
much fun." And I have. 
WHY Dm YOUR COMPANY NEARLY GO UNDER IN 

1974? 

We had a water heater plant in Lousiville, 
Ky., that was losing half a million dollars a 
month. We could have carried that loss and 
turned the factory around with enough 
time, but the recession arrived, and the 
bottom fell out of the mobile home industry 
upon which we depended 

Another problem was that while I was 
semi-retired, there was a lack of long-term 
planning, contingency planning. There 
weren't many wrong decisions, but the man
agement team had expanded the business 
too quickly without figuring out what would 
happen if the market were to contract. 

We just did a poor job of financial man
agement. The company used short-term 
loans to acquire plants and fixed assets. It 
really wasn't the banks' fault. They had all 
overextended themselves and were trying 
desperately to get liquid. 

YOU WON'T GET CAUGHT LIKE THAT AGAIN? 

No, we won't. Part of our operating plan is 
to keep fixed costs to a minimum-low 
enough so that the company can handle a 
20 or 30 percent downturn in the market 
and still make money. Bob Brethen, our 
president, is very careful about costs. Also, 
we do not have $24 million in short-term 
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debt. We restrict our bank borrowing to sea
sonal needs. 

ARE YOU EXPANDING AT ALL? 

All the time, but cautiously. We spend $6 
million a year on capital improvements. We 
are building a $2 million facility in Dallas 
right now, and we have spent more than $1 
million at the Malta plant to gear up for the 
manufacture of our new vinyl-clad window. 

There is no problem with expansion, but 
you pick your spots carefully. and you make 
sure you have enough flexibility in your 
plans to cover all the things that can 
happen. 

WHAT HAPPENED TO THE LOUISVILLE PLANT? 

We closed it. Not right away. We kept it 
about a year, but we really didn't have the 
expertise to handle it. We had been making 
electric water heaters for mobile homes, but 
as the homes got bigger, they needed 30 to 
40-gallon heaters, so we decided to get into 
gas hot water heaters. 

We were offered a going business doing 
about $20 million a year in gas water heat
ers. We jumped at the offer and didn't 
check it out as thoroughly as we should 
have. We were stuck with an obsolete prod
uct and archaic machinery. Subsequently, 
we opened a new plant in Kentu<:ky. We 
were under tremendous pressure to start 
producing water heaters right away. 

When I got through the debt crisis, I had 
Arthur D. Little do a study on the Louisville 
plant. Their people said the machinery 
wasn't right, the organization wasn't right, 
nothing was right with that plant. It would 
have taken too long to salvage our invest
ment, so we closed it. Our volume had 
shrunk with the recession, and we didn't 
need that much capacity. 

WHAT IMPELLED YOU TO GO INTO THE MOBILE 
HOME JIARKET INITIALLY? 

Mobile homes have had a negative image, 
but I think that is going to change. Initially, 
the industry took off in the 1960s, and we 
went with it. Today, it's about half of what 
it was. But I think the industry will come 
back. It's the only economical way to build a 
house. You buy & house today, and more 
than half the cost is labor. Mobile homes 
and, lately, manufactured and prefabricated 
housing have a ten percent labor cost. Also, 
you get more house for your money because 
the manufacturer buys in quantity. 

BUT WHAT IF THE JIARKET SHRINKS AGAIN? 

We now have enough good lines going for 
us that the cycle won't ruin us. We play the 
percentages. For example, if 60 percent of 
your business is supplying General Motors, 
and the auto market slumps, you're in trou
ble. But if you have several markets, then it 
doesn't make that much difference whether 
they make ten million autos or 12 million. 

SO SMALL IS BEAUTIFUL? 

Well, it's profitable for us. Now, in our 
Lau division. we have a much larger per
centage of the market, 40 percent or so. And 
it is difficult to increase that share. If the 
air conditioning and heating manufacturers 
have a poor year, Lau division probably will, 
too. 

WHY WAS THERE SUCH A HUGE TURNOVER IN 
STAPF DURING THE MID-1970S? 

Anytime you have a growth company, you 
are bound to be turning over people. When 
you're doing a couple of m1lllon dollars a 
year, you have an accountant. By the time 
you get to $20 million a year, you hope that 
your accountant has grown into a vice presi
dent for finance. But everyone doesn't grow 
as fast as the company grows. 

HOW DO YOU MOTIVATE EMPLOYEES? 

We tend to hire people who really want to 
achieve. We don't attract the professional 
manager type who is accustomed to a struc
tured working environment. We give our 
people challenges and a lot of responsibility. 
We don't hesitate to cross lines of authority. 
I just don't buy the organization-man struc
ture. That is not my style. 

We expect our people to make mistakes; 
we don't criticize people for making the 
wrong decision, we criticize them for not 
making a decision. I expect our people to do 
their homework, to put in time needed to 
make the decision, but if the decision turns 
out to be wrong, we pick up the pieces and 
continue. We hope they make more right 
decisions than wrong ones, of course. 

DO YOU DELEGATE A LOT? 

Well, if I am out of town, it is up to the 
people in charge to make the decision. They 
are not supposed to wait for me to get back. 
When I do get back, if I feel they didn't 
make the decision exactly the way I would 
have, that is my tough luck. As long as they 
used their best judgment and were conscien
tious, there is no comeback. 

HOW DO YOU rEACH GOOD roDGMENT? 
You don't teach a person judgment. You 

learn to make decisions by making them, 
through experience. Most of the things 
being decided are not that complicated, and 
most people know the answers. However, 
most people do not like to take the responsi
bility for making tl"!e decision. 

When someone comes to me and asks a 
question, my usual response is: What do you 
think? The person will answer, and nine 
times out of ten, that is what we will do. 
We're not trying to get to the moon. The 
problems are not that complicated. 
WHERE DO YOU FIND THE KIND OF PEOPLE YOU 

WANT TO HIRE? 

We're looking within the company these 
days. We train most of our plant managers. 
We went through a retrenchment period 
when we lost a lot of people whom we had 
trained, and we brought in people, but now 
we are back into internal development. We 
expect to move people up within the compa
ny. We send our employees to classes-we 
sent one fellow to Harvard Business School 
and we plan to send more. 

DO YOU BELIEVE IN DIVERSIFICATION? 

Originally, we were 100 percent in the 
mobile home industry, which, by the way, 
has a very low profit margin. Today, less 
than half our sales are in that industry. The 
other divisions have higher profit margins. 
We are continuing to diversify; for example, 
we make components for recreational vehi
cles and fiberglass panels for greenhouses. 

The other things we insist on are quality 
and service. These are the real reputation
builders. We're just now getting into an ad
vertising campaign for the new vinyl-clad 
window made by the Malta division. But it 
will also be a Philips window. I want the 
name to be synonomous with quality. We 
have set up a company identification pro
gram, using the same logo for all the divi
sions. In the past, we spent more on trade 
promotion than on consumer advertising. 

HOW DO YOU PROMOTE MOBILE HOME 
COMPONENTS? 

When I took over Jalousies, a beat-up sta
tion wagon was part of the deal. I called on 
customers all through December, January, 
February, and it wasn't until March that I 
got the next big order for our windows. I 
called on every prospect in Michigan, Indi
ana. Wisconsin, and Pennsylvania-not 

once, but frequently-and pretty soon the 
13 competitors we started out with had been 
reduced to two. Within a year, instead of 
$400,000, we were doing a couple of million 
dollars in sales. 

But I guess I always was a promoter. I 
wanted to sell quality, not price, so I kept 
coming up with ideas. Once we sent all the 
mobile home manufacturers a case of Camp
bell's tomato soup. The letter that went 
with the soup asked: "Why does Campbell 
have 90 percent of the soup market? There 
must be a reason. It's the same reason Phil
ips is getting the biggest share of the 
window and door market. Quality." 

One time we sent them all one share cf 
Benquet, a mining stock; it was selling for 
50 cents. We said in that letter: "Frankly, 
the reason we are sending you Benquet is 
that it is the lowest priced stock on the New 
York Exchange. However, the fact that it is 
low priced doesn't mean it is the best value. 
Check Philips' windows for value, not 
price." 

What a time we had with that gimmick. 
The exchange forced the company to issue 
300 one-share certificates and it cost us 
about $1.50 to send out each one. Then one 
year, Benquet aeclared a dividend of five 
cents. So each of our customers got a packet 
this thick and a check for five cents. 

You see, nobody had ever done any razz
matazz promotion in thls business, and 
there were only 300 or so manufactur~rs. so 
we knew everybody. We could afford to 
spend more money per account because of 
the limited number of people. We might get 
an order worth anyWhere from a few hun
dred thousand up to a million dollars, so the 
return would be tremendous. 

People were fighting to get on our mailing 
list. They never knew what we would come 
up with next. Once I sent everyone a silver 
dollar. The letter said: "If you want to 
gamble, you can have lots of fun with this 
in Las Vegas, but why gamble on windows? 
Check out Philips' new frost-free windows.'' 

Another time, while implementing our 
service program, we sent all the wives of our 
customers flowers for Valentine's Day, and 
had the florists sign the cards: "Thinking of 
you, love, guess who." My thinking was that 
the guy would come home, his wife would 
thank him for the flowers, and he would be 
mystified. However, some husbands became 
jealous and berated their wives. All the hus
bands received letters the next day, explain
ing: "As we have been telling you all along, 
Philips takes care of all your problems; we 
even took care of your wife on Valentine's 
Day.'' 

One year, we had Miss America at the in
dustry trade show. We sent all our custom
ers personalized invitations from her. They 
said: "Dear Cecil, I missed you in Atlantic 
City last year and look forward to seeing 
you in Louisville. Love, Mary Ann.'' a lot of 
wives came to the trade show in Louisville 
that year. 

HOW DID YOU MOVE FROM WINDOWS TO 
BLOWERS? 

Since we were selling windows to the man
ufacturers, why not sell them doors? And if 
doors were a natural, so were roofs and 
axles. We kept adding companies, looking 
for the quality one in each line. We picked 
items that were uneconomical for the 
mobile home companies to make. And we 
avoided competing with big companies. 
WHAT MADE YOU LEAVE THE COMPANY IN 1971? 

It was too big for me to direct alone, and I 
had been putting together a management 
team. I had really wanted to retire 20 years 
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earlier but got involved in building the com
pany. So this time, I was going to devote 
time to sailing and skiing. 

HOW DID YOU GET INTO SAILING? 
When I was just out of college, I decided 

to try it one day, so I chartered a little sail
boat. I knew nothing about it, but it didn't 
seem that tricky. I spent the day trying to 
get from Stonington, Conn., to New London 
against the tide and without much wind. I 
had to be towed back to Stonington. The 
man whose boat I had chartered tore up my 
check. Still, I went out the next day with a 
teenager who taught me how to jibe and 
come about. 

Twenty-five years later, I bought my first 
yacht, a Columbia 38. By 1969, I had taken 
courses in navigation and was sailing regu
larly with a crew. Over the years, I had 
three racing yachts, all named Charisma-it 
means a mystical, magical quality that 
others want to follow. 

In the early 1970s, we were selected sever
al times as one of three yachts to represent 
the United States in international competi
tion. Charisma did not race unless I was on 
her. We have raced across the Atlantic, in 
the English Channel and Irish Sea, and off 
Bermuda and South America. I donated the 
last Charisma to the U.S. Naval Academy 
when I went back to work. 

WHAT IS YOUR M:OST CHERISHED TROPHY? 
It's an eight-colwnn headline on the front 

sports page of the New York Times: Philips 
Wins Mackinac Race Second Year in Row. 

ARE YOU HAPPY BEil~G BACK AT WORK? OR 
WOULD YOU RATHER BE SAILING? 

I enjoy the work. But all along I was 
building a team so I could get out complete
ly. That team didn't work. Now we have 
built a new team. 

I have been retiring since I turned 42. Life 
is just full of so many options. I would never 
quit working completely, but I would like to 
have more time to myself. I can do without 
a fixed schedule. I am going to retire. I 
don't know when, but I am.e 

RURAL HOUSING 

e Mr. SCHMITT. Mr. President, on 
Tuesday, August 24, the Washington 
Post published an article by Ward Sin
clair entitled "Schmitt Pushes for 
Cuts in Aid to Rural Housing." This 
article promotes several misconcep
tions regarding title VI of S. 2607, 
which includes a rural housing block 
grant. I would like the Senate to note 
an editorial response from the Council 
of State Housing Agencies, and the 
Council of State Community Affairs 
Agencies which defends States' ability 
to assess their individual housing 
needs and administer responsive pro
grams in rural areas. I also call to the 
Senate's attention a letter from Secre
tary John R. Block which reinforces 
the U.S. Department of Agriculture's 
full endorsement of this approach to 
providing federally assisted housing in 
rural areas. 

I ask that these items be printed in 
the RECORD. 

The items follow: 

COUNCIL OF STATE HOUSING AGENCIES, 
Washington. D.C., AU:JUSt 30, 1982. 

LETTERS TO THE EDITOR, 
The Washington Post, 
Washington, D.C. 

DEAR Snw: It was with no small amount of 
surprise· and chagrin that I read Ward Sin
clair's article on the rural housing block 
grant legislation pending before the Senate 
("Schmitt Pushes for Cuts In .. :\id to Rural 
Housing,'' August 2·1, 1983; page A2>. In the 
article, Mr. Sinclair asserts that most states 
do not have housing development progra.Jll.S. 
This statement demonstrates an almost 
total ignorance of the public purpose hous
ing delivery system in the United States. 
Moreover, Mr. Sinclair unfairly criticizes 
Senator Schmit's attempt to effect needed 
reform of the Farmer's Home Administra
tion rural housing programs. 

Without going into a lengthy discourse on 
the role of states in housing development, 
let me simply say that state housing finance 
agencies <HFAs> have played an instrumen
tal role in the implementation of the HUD 
Section 8 program <one third of all Section 
8 units have been developed tl-Afough State 
HFAs), the Section 236 program and the 
Section 22l<d)(3) program. State HFAs have 
financed close to 400,000 units of low rent 
multifamily housing rutd over 425,000 units 
of moderate income single family housing. 
State HFAs have provided over $1 billion in 
home improvement and energy conservation 
loans. 

Only four states do not have state housing 
finance agencies. In each of the four states 
that don't have state HF'As there is a cam
paign to create one. Additionally, most 
states also have departments of community 
affairs which implement housing services 
funded through the Community Develop
ment Block Grant Program, the Urban De
velopment Action Grant program and other 
funding sources. 

Valid criticisms of the rural housing block 
grant do not bring into question the ability 
of states to deliver housing services. Most 
states possess the infrastructure to effi
ciently and effectively deliver housing serv
ices to rural areas. 

Senator Schmitt is to be congratulated for 
taking on the very necessary task of reform
ing the Farmer's Home Administration 
rural housing programs. GAO recently 
found that FmHA has done a poor job of 
targeting its assistance to rural areas. A 
recent CBO report also notes that a signifi
cant portion of FmHA costs are off budget, 
thereby avoiding Congress' attempt to plan 
and control government expenses. In polling 
the states about the feasibility of converting 
rural housing assistance over to a block 
grant approach, the Council of State Hous
ing Agencies received numerous letters from 
state agencies that were highly critical of 
FmHA. Senator Schmitt's bill addresses 
many of the problems with FmHA pro
grams. 

Opposition to Senator Schmitt's bill on 
the grounds that FmHA rural housing pro
grams do not merit substantial reform and 
states do not have the capability to adminis
ter a significant portion of the nation's 
rural housing programs simply are not justi
fied. The federal rural housing programs 
are in need of substantial reform and Sena
tor Schmitt is right on target in identifying 
states as viable and valuabe partners in the 
delivery of housing to rural areas. 

Sincerely, 
THOMAS W. WHITE, 

Executive Vice President. 

COUNCIL OF STATE COMMUNITY 
AFFAIRS AGEUCIES, 

Washington, D.C., August 27, 1982. 
LETTER TO THE EDITOR, 
The Washington Post, 
Washington, D.C. 

DEAR SIRS: Ward Sinclair's article on Sen
ator Schmitt's proposed rural housing block 
grant, which appeared on August 24, may 
have inadvertently left the impression that 
states do not have or will be unable to 
obtain the capability to administer rural 
housing programs. Many states do have 
such a capability. Not only do 47 states h:1ve 
housing finance agencies but many states, 
through their departments of community 
affairs or of community development, have 
years of experience in administering hous
ing programs oriented primarily towards 
rural areas. These programs are usually 
funded through general obligation bonds or 
general revenue appropriations or where 
funded through other federal programs like 
those of the Appalachian Regional Commis
sion. 

The skepticism of state performance is 
reminiscent of last year's anxieties over 
states possibly managing the Small Cities 
Community Development Block Grant Pro
gram. Thirty-six states have chosen to ad
minister the program this year and have 
done so very competently and fairly. As long 
as states initially have the option to admin
ister a program, as they do under the 
Schmitt proposal, they will do so only when 
they know they can run the program more 
effectively and in a manner that better 
meets state and local needs and conditions 
than the federal government. 

Sincerely, 
JoHN SIDOR, 

Executive Director. 

DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 

Washington, D.C., September 14, 1982. 
Hon. HARRisoN H. SclnuTT, 
U.S. Senate, 
Washington, D. C. 

DEAR JACK: Pursuant to your discussion 
with Deputy Secretary Lyng, I want to take 
this opportunity to restate our position on 
the Rural Housing Block Grant proposal 
which is included in Title V of S. 2607. The 
Administration supports your efforts to 
reform and restructure the Farmers Home 
Administration's rural housing program. It 
is our hope that Congress will act expedi
tiously to adopt the provisions of Title V of 
S. 2607 as modified by the amendments re
sulting from the series of productive meet
ings between your staff, the Farmers Home 
Administration and the Office of Manage
ment and Budget. 

I am appreciative of your staff's continu
ing efforts to work closely with the Depart
ment on provisions of the proposed legisla
tion which we believe to be an important in
gredient in developing a program which will 
meet the needs of the rural poor for appro
priate and adequate housing. 

The Rural Housing Block Grant which 
would be authorized in S. 2607 is fully con
sistent with the Administration's policy and 
budget goals. It will focus attention on the 
needs of low income rural residents and is 
consistent with the concept of Federalism 
while recognizing our need for reasonable 
fiscal restraint. 

The Administration is confident that Title 
V of S. 2607 as modified with the amend
ments jointly worked out will improve the 
delivery of housing assistance to rural areas. 
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It Is fully in keeping with our common 
goals. 

I appreciate your continued interest and 
efforts to promote the development of an 
effective rural housing program and we look 
forward to continuing a close working rela
tionship in the future. 

Sincerely, 
JOHN R. BLOCK, 

Secretary.e 

MONTANA'S WATER USE 
e Mr. BAUCUS. Mr. President, Mon
tana has the distinction of having the 
longest serving State legislator in the 
United States. State Senator Dave M. 
Manning was elected to the Montana 
House of Representatives in 1932 and 
has continued to serve his constituents 
and the State with great vigor for the 
past 50 years. I had the pleasure to 
serve in the legislature with Dave. I 
learned a great deal about Montana 
and politics from him, and today I still 
rely on his wisdom and knowledge. 

In a recent newsletter to his con
stituents, Senator Manning discusses 
what he entitles "Montana's Water 
Use, Our States Highest Priority of 
the 80's." I consider Senator Manning 
one of our State's foremost authorities 
on the subject of water use and con
servation. I would like to share his 
thoughts with my colleagues. 

I ask that p., portion from Senator 
Manning's newsletter be printed in the 
RECORD. 

The excerpt referred to is as follows: 
MoNTANA's WATER UsE-OUR STATES 
HIGHEST PRIORITY OF THE EIGHTY'S 

<An information letter to the public by 
Senator Dave Manning> 

THE "WHITE OIL" WE LOSE TO THE SEA 

God's great phenomena of sun, evapora
tion and gravity create an eternal water 
flow on our planet. The energy potential of 
this enormous, nonpolluting, continually re
newable resource gift Is far from harnessed 
by man. The song of a slave in his simple 
analysis paid homage to its muscle with the 
words: Old Man River, he must know 
sumpin'; He don't say nothin'; He don't 
plant taters'; He don't plant cotton'; He just 
keeps rollin'; He keeps on rollin' along. 

We have made progress in capturing a 
small portion of the energy in our great roll
ing water resource but have not demonstrat
ed, so far, an objective approach toward 
mastering its real potential. With the finite
ness of fossil fuel, the dependence upon for
eign sources of oil, the world's unrest, the 
atomic set back, we have a new ball game. 
The time has arrived when we dare not 
judge our future energy capabilities by 
standards we have built to in the past. 

Our enormous untapped hydro possibili
ties in Montana and high altitude states of 
the nation cannot be measured by invento
ries of what we may, at this time, consider 
to be our remaining natural river dam sites. 
Within the boundaries of our state alone, 
there are some 1,500 miles of great year 
round flowing water in the four mainsteins 
of our river drainages falling an average of 
six feet to the mile. With our proven state
of-the-art technology in hydraulic engineer
ing and construction, there Is much we can 
do and undo to create a great net in non
polluting energy. Down our steep hydraulic 

slide we need not place d&Ins across live 
river channels for impounding flood water 
that to any degree at all inundates fertile 
soils. We can design, within our broad ex
panse of selection, major stations at which 
we cut into river banks, draw off excessive 
flood waters; confine it in buried conduit; 
deliver it by gravity with a portion of the 
ample slope in our terrain and fountain it 
with the silt it carries into high head man
made storage on our poorest ground; release 
it from there in controlled year around 
channeling through turbines back to the 
stre&Ins. 

This special use of our inherited hydraulic 
gradient lies well within our reach when 
combined with the given material and 
knowledge we have at hand. The capture of 
wasted flood water can well integrate 
energy supply with existing use, prevent 
flooding and stabilize stream flow. 

Not this use of our falling water alone. We 
have the capability to build and place the 
plumbing facilities to substitute, by gravity 
flow, for our enormous energy wasteful 
practice of allowing water to flow to our 
feet, only to pump it to higher elevations to 
satisfy the great multitude of service de
mands for water under pressure we have 
grown to depend upon. 

The major economic deterrents to devel
opment of hydro power in the past have 
been fast disappearing this last decade., if 
not already gone, when currently compared 
with the lesser capital costs of thermal de
velopment with much higher energy escalat
ing operating cost in use of finite fuel. The 
course of our nation's critical energy devel
opment plan, of necessity weighed heavily 
toward coal, cannot be transformed rapidly, 
but Montana can well be a state to show the 
way in use of wasted hydro energy potential 
that would warrant policy support and 
funding by state, nation, and private sector. 

A lifetime tenant of the High Country, I 
point out that here on the broad, elevated 
terrain we occupy, there has been allotted 
to us a substantial portion of bad land. May 
the west and God forgive me for classifying 
it as such, when I hasten to add, within it 
lies a dispursed sufficiency in surfaces and 
elevations for the gainful labor of man to 
remold in storage to capture the energy 
giant of flood water here lost to the sea. 

Pipe has long been invented and little 
used. . 

The long term exporting of water from 
our state boundaries in the drainages of the 
Clark Fork, Kootenai, Missouri and Yellow
stone rivers total 42,000,000 acre feet annu
ally. Out of this total, the remaining un
harnessed hydro possibilities are tremen
dous. The Yellowstone river alone exports 
9,300,000 acre feet of water each year and 
falls in vertical head 3,194 feet from Corwan 
Springs south of Livingston to the state 
border near Sidney <twice as much as it does 
from there to the Gulf of Mexico.> 

My colleagues, I look forward to your co
operation and your help with the specific 
procedures I will soon present in this session 
of the leglslature.e 

MAKING CRIMINALS PAY 
• Mr. LAXALT. Mr. President, last 
week S. 2420, the Omnibus Victims 
Protection Act, unanimously passed 
the Senate. I believe we have finally 
arrived at a fair and equitable solution 
to many of the problems victims face 
within our criminal Justice system. I 
commend the Committee on the Judi-

ciary and my other Senate colleagues 
for their expedited consideration of 
this meritorious piece of legislation. 

The following editorial in the Thurs
day, September 23 issue of the Wall 
Street Journal gives a thoughtful and 
well-reasoned discussion of the prob
lems within the current system. Fur
thermore, it provides an accurate ac
count of the remedies proposed by the 
Victims Protection Act. 

Mr. President, I ask that the full 
text of this editorial be printed in the 
RECORD. 

The editorial follows: 
MAKING CRIMINALS PAY 

It looks as if Congress Is finally beginning 
to correct the criminal-vs.-victim balance. 
The Senate has voted unanimously that fed
eral judges sentence criminals to pay resti
tution to their victiins as well as serve 
prison terins. If the House concurs, the bill 
will be a first step toward giving victiins 
their rights under the law. 

The justice of the victim-compensation 
bill Is so elementary-a criminal should, for 
example, pay his victim's medical bills-it Is 
a wonder that such a bill Is necessary at all. 
Indeed, 33 states have now set up their own 
compensation progr&Ins. The federal bill 
will serve as a model code for state and local 
courts and includes the selling point that it 
is the criminal and not the taxpayer who'll 
pay the victim. 

Many states have created general funds to 
compensate crime victiins. But this doesn't 
make crime pay any less: Taxpayers are left 
holding the bag, in effect subsidizing the 
crime with cash that could go to pay more 
police officers. Other states create such 
funds by imposing surcharges on the fines 
convicted criminals pay. California, for ex
ample, levies a 40 percent surcharge on all 
fines, so that a $20 speeding ticket costs $28. 
This system, while more equitable than a 
general fund since only law-breakers pay, 
doesn't insure that each criminal pays the 
full cost of the harm he's caused; On the 
other hand, it does mean that victiins of 
destitute criminals receive some compensa
tion. 

Under the federal bill judges would con
sider a "victim impact statement" before 
sentencing the criminal. This would include 
the financial, psychological and medical 
harm caused by the crime. The judge would 
then order that the criminal pay the vic
tim's medical, property and, if necessary, fu
neral expenses. Under what has come to be 
known as the "Son of Sam" rule, the victim 
would be entitled to any profit the criminal 
made from the crime; the widow of the man 
killed by Jack Henry Abbott, Norman Mail
er's prison protege, Is now trying to get 
access to his expected royalties. 

Under current law federal judges have the 
discretion to order restitution but rarely see 
to it that victiins are compensated. The bill, 
written by Senator John Heinz, would re
verse the presumption so that henceforth 
judges would be expected to order payments 
from criminals unless there was some good 
reason not to. Vict.iins would also be better 
served by the provision that they be noti
fied if a convict Is released from prison or 
escapes. 

This Omnibus Victiins Protection Act calls 
for a re-thinking of crtminal law principles. 
Why did the idea of criminals compensating 
victiins strike such a responsive chord in the 
Senate? After all, when a crime Is commit-
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ted it is described as a "crime against the 
state." What entitles the victim to restitu
tion when the case is brought at the discre
tion of a prosecutor hired by the state, in 
the name of the state and for the purpose 
of having the criminal pay his debt to socie
ty? Somewhere along the criminal law line 
we've forgotten that it is the victim himself 
who's been harmed and not some collective 
entity called the state. 

This simple truth was recognized long ago: 
Babylonian and Talmudic law called for 
compensation by the criminal, Anglo-saxon 
law included scheduled amounts of compen
sation for different crimes and New England 
states during their early years had thieves 
return to their victims three times the value 
of the stolen goods. But during this century 
criminal punishment has become the gov
ernment's business and the victim's concern 
only insofar as he is a member of society. 
Along with compensation by criminals, U.S. 
law would be much improved by adopting 
the British rule of "private prosecutions"
where even if the government doeSn't care 
to bring a case, a wronged party can call for 
a criminal case on his own. This was used 
this summer in Scotland by a rape victim 
who couldn't persuade the prosecutor to 
bring her case. 

Much about the moral fiber of a society 
can be learned from the way it deals with 
crime. It is not enough to treat criminals 
with as much compassion as we can, espe
cially when this liberal spirit is carried to 
the excess of interfering with crime preven
tion as the courts have done. It's about time 
society showed a little moral strength by ac
knowledging that victims, real people, are 
hurt by crime and that it is to them that 
criminals owe their debt. 

TEACHERS ARE GETTING A BUM 
RAP 

(By request of Mr. ROBERT C. BYRD, 
the following statement was ordered 
to be printed in the RECoRD:> 
• Mr. CANNON. Mr. President, I want 
to bring to the attention of the Senate 
two short articles that appeared last 
week in the Chicago Tribune concern
ing recent criticisms of the teaching 
profession. These articles represent 
one of the best explanations of the po
sition of teachers in our society that I 
have ever seen. 

These articles should be required 
reading for those in Washington who 
are attempting to completely rear
range the country's priorities and are 
in the process dealing severe blows to 
the educational system. They should 
also be required reading for those 
cynics who believe that teachers have 
easy jobs and those who ignore the 
overwhelming importance of our 
schools to the future of the United 
States. 

The most appealing aspect of the 
discussion is that the author is neither 
sanctimonious nor dogmatic in his de
fense of the teaching profession. He 
recognizes legitimate criticisms about 
the profession, but he is able to put 
the pressures of teaching into a few 
simple human terms that are most en
lightening to those of us who are not 
in the profession. 

I congratulate Professor Daniels for 
two extremely astute and persuasive 
articles. I commend them strongly to 
my colleagues. I ask that these articles 
appear in the RECORD. 

The articles follow: 
[From the Chicago Tribune, Sept. 16, 19821 

STOP BLAKING THE TEACHERS 

<By Harvey Daniels> 
Though I am a professor of education by 

trade, I do not automatically leap to the de
fense of the teachers I have helped to train 
or the system in which they toil. Too many 
educators and too many schools have done 
too many dumb things to deserve anyone's 
knee-jerk support, even mine. Come to 
think of it, I've even made a few mistakes 
myself. 

But the recent widespread attacks upon 
the teaching profession have gotten out of 
control. Teachers, especially those working 
in our public elementary and secondary 
schools, have now become the all-purpose 
whipping-people of the popular press, dis
gruntled taxpayers and many professors in 
colleges and universities. This axis of taste
makers has been tirelessly peddling the 
notion that the average American school
teacher is a rather dim-witted, slothful, in
competent, materialistic creature who is de
monstrably inferior in every way to the 
fondly remembered Miss Fidditches of 
childhoods past. 

Such casual slanders have become the 
daily fodder of innumerable public and pri
vate cannoneers. Take for example the 
Sept. 6 issue of Time magazine which, in the 
midst of a hugely flattering piece of con
servative educationist Mortimer Adler, 
flatly declares: 

"Many of America's schools today teach 
little of what students ought to know, and 
that little ill. High school diplomas are rou
tinely awarded to students who are func
tionally illiterate. . . . America's young lack 
even the rudiments of learning . . . legions 
of incompetent teachers prowl the corridors 
of our schoolhouses. 

Such generalizations are by now so famil
iar, and they are asserted with such glib cer
tainty that the unwary reader may no 
longer recognize their considerable bias and 
mean-spirited exaggeration. 

The fact is that American school kids now 
read better than ever before, that the basic 
literacy level of high school graduates is 
steadily rising, and that orily rarely, with 
sad reluctance-and often under consider
able political pressure--do schools turn 
loose students who cannot cope with the ru
diments of life. The academic achievement 
of American high school graduates com
pares favorably to that of pupils in Britain, 
Europe and Japan-even though our high 
schools are not reserved for a carefully 
screened, elite fraction of the teenage popu
lation. 

Naturally, there is an element of truth in 
some of the anti-education accusations that 
have recently mutated into assumptions. 
Some national test scores, particularly the 
SATs, have gone down in recent years as the 
college-going student body has expanded. 
Some big-city school systems are caught in a 
stagnating cycle of low expectations, mini
mal funding and political wrangling-all of 
which depress student achievement. And 
some individual teachers, of course, have 
done their jobs poorly-disappointing their 
principals, their students, their students' 
parents, and often, themselves. But it is still 
possible to debate the successes and failures 
of American education-possible because we 

still have plenty of both, despite the recent 
emphasis on the latter. 

What is really unique about education in 
1982 is not the state of the teaching profes
sion at all. What is genuinely new, we might 
rightly label a crisis, is that we are now 
living through the first period in the history 
of American education when we have will
ingly, voluntarily permitted our educational 
system to deteriorate. 

Since the first colonists bumped into this 
continent, it has always been a high priority 
among us to establish and nurture our 
schools, to enrich their curricula and broad
en their enrollment, to work to embody our 
democratic ideals, however fragmentarily, 
through this system. Past generations of 
Americans willingly and routinely sacrificed 
to build their schools, often paying higher 
taxes and foregoing other services, because 
education was a central and unquestioned 
national value. 

The present cohort of taxpayers seems 
satisfied-sometimes downright delighted
to let the schools rot. Today we watch, more 
or less idly, as buildings crumble, districts go 
broke, teachers are laid off, class sizes soar, 
arts and humanities are excised from the 
curdculum, reading lists are censored, 
urban school systems are suffered to atro
phy shamefully and-perhaps worst of all
thousands of outstanding young people are 
deterred by all this from entering the teach
ing profession. 

At the national level, educational spend
ing has suffered crushing cutbacks and, as a 
conspicuous reminder of our government's 
non-commitment to schooling, the Depart
ment of Education itself has been ticketed 
for oblivion. The administration's much 
touted block grant program will, if it ever 
gets organized, deliver to school districts a 
fraction of the federal aid they used to 
enjoy while leaving intact the state and fed
eral bureaucracies that the administration 
swore to abolish. 

Even worse, the block grant program, by 
obliterating 20-odd categories of federal sup
port-including basic skills, foreign lan
guage, gifted education, innovative pro
grams, career preparation and desegregation 
assistance- has simultaneously erased some 
vital national educational priorities, though 
surely not by accident. 

President Reagan's 1983 budget shows a 
22 percent cut in spending for education, 
following on last year's 13 percent trim
ming. The Department of Defense, on the 
other hand, will be enjoying an 18 percent 
increase for the second year in a row. Un
doubtedly, this obscene misalignment of na
tional priorities will widen even further in 
the 1984 budget. 

Our current unprecedented neglect of 
education is all the more ironic for it is oc
curring in the midst of a much-bemoaned 
technology /productivity gap, not unlike the 
post-sputnik era of the late 1950s. It is ev
erywhere acknowledged that American in
dustrial innovation and capacity has fallen 
quite drastically behind that of Japan, Ger
many, and other nations. 

Our domestic producers of automobiles, 
steel, television sets, cameras, shoes and 
many other products have been wounded by 
a crossfire of international competition that 
makes the Sputnick science gap look paltry 
by comparison. Back in the 1950s, Ameri
cans undertook an immediate and large
scale recommitment to education and funds 
were promptly appropriated to meet the 
perceived scientific challenge. Today, we 
merely look at our competitors and whine. 
We ponder the obvious solution-the train-
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ing and retraining of people-and say, "Why 
bother?" 

£From the Chicago Tribune, Sept. 17, 19821 
AMERICAN TEACHERS DESERVE BETTER 

<By Harvey Daniels> 
At this uniquely dim moment in the histo

ry of American education, it is even harder 
than usual to be a teacher. But then the 
public has never shown much appreciation 
or understanding of the work that teachers 
do-a fact that has long been reflected in 
the salaries that teachers are paid. Even 
though teachers have moved up, in the last 
two decades, from subsistence to middle
class incomes, the average school teacher 
still earns an amount-$19,064-that is less 
than the average coal miner, steelworker, 
truck driver or sanitation worker. And since 
1971, the purchasing power of the average 
teacher's salary has dropped more than 14 
percent-a fate not shared by the members 
of many other occupations. 

Of course these humble rewards have long 
been justified by the ready rationalization 
that teachers do easy work for short hours 
on a cushy calendar to earn those salaries 
that their unions so impolitely scoff at. This 
persistent notion that teaching is a soft job 
is one of the most annoying and unfair mis
perceptions that teachers must live with. 

It is difficult to accurately describe the 
real challenges of teaching without starting 
to dovetail with overzealous unionist propa
ganda ("300,000 Teachers Mugged By Stu
dents This Morning!"). 

Suffice it to say, perhaps, that teaching is 
an extraordinary difficult, complicated and 
demanding job. Teachers work with p£;ople, 
always young, relatively unpredictable ones, 
and usually with quite a lot of them-per
haps 30 for the average elementary teacher 
and 125 for the typical high school teacher. 
For these groups of students, the teacher is 
expected to act not just as an instructor, but 
also in a score of other roles, from discipli
narian to record-keeper to evaluator to psy
chologist to performer. 

And, as the teacher fulfills the varied re
sponsibilities of the job, he or she is expect
ed to-and wants to-try to know, appreci
ate, support and meet the special needs of 
each individual student in the class. Obvi
ously, these demands are mostly intellectual 
and emotional-and yet the work takes a 
terrific toll. There is a peculiar kind of ex
haustion that teachers feel at the end of a 
day, a week, a year of teaching that reaches 
much deeper than the after-effects of any 
physical labor, as anyone who has done 
both will testify. 

It is not just bone-weary, but soul-weary
for teachers, when they are doing the job 
right, are giving away pieces of thexnselves 
every day. There are teachers around-ex
teachers, mostly-who will announce that 
teaching is really a soft job, that it is hardly 
any strain at all. Such people are merely ad
mitting that they never understood the job 
in the first place and never were real teach
ers. 

What balances all these stressful de
mands, and makes teaching a marvelously 
rewarding job for certain kinds of people, is 
the same thing that drains so much 
energy-the daily, elemental, human shar
ing with those extremely special and highly 
diverse people we call kids. Teachers love 
this give and take because they are idealists 
at heart-givers, helpers, carers, fixers, res
cuers. protectors. In teaching, as in any 
care-giving enterprise, there is the ever
present possibility of joy, for nurtured and 
nurturer alike. 

Unfortunately, this delicate balance some
times shifts. Because of the stresses of the 
job, because of declining rewards, because of 
administrative neglect, because of dimin
ished public support, because of plain wear 
and tear, some teachers lose touch with the 
joys of their work. The press refers to this 
as "burnout"-how lovely that the pundits 
borrow terminology from the drug culture 
to describe teachers-but the real ailment is 
emotional exhaustion, and it demands a 
caring response. 

Today more than ever, American teachers 
desperately need opporuntities to revitalize 
thexnselves, to rediscover their commitment 
to students, to find more effective ways of 
teaching, to work on basic skills issues and 
to have some respite from the endless cas
cade of abuse to which they have been sub
ject. Generally speaking, individual school 
districts cannot afford to provide many such 
opportunities, though a few federal and 
foundation-funded efforts have shown the 
way. 

One such program I've worked on is the 
illinois Writing Project, which, among other 
activities, brings groups of teachers to inten
sive summer institutes during which this 
professional revitalization is a matter of 
central concern. While our primary curricu
lar focus is on the teaching of writing, we 
work with te9.Chers of all subjects and 
levels. And while we do not recruit "burned 
out" teachers, the people who do enroll feel 
varying degrees of occupational exhaus
tion-and issues of teacher stress, morale 
and motivation are always on the group's 
agenda. 

As a leader, I have been inspired by the 
time I've spent with these teachers from il
linois and around the Midwest-teachers 
who have left their homes and families for 
four weeks during summer vacation, who 
don't even get their expenses of attending 
covered, who live doubled up with strangers 
in 10 by 6 dorm rooxns in a strange city, who 
attend institute classes for six hours a day 
and do homework at night-all to become 
:more effective teachers of composition. In 
the group sessions, the teachers speak mov
ingly about the importance of their profes
sion, about their frustration with its short
comings, about their drive to l>e better at 
what they do, about their affection for their 
students. 

At the end of this last summer's institute, 
one of the teacher-participants appended 
this note to his course evaluation form: 

"One terrifically important thing I got out 
of the workshop was a renewed enthusiasm 
for teaching and learning. I haven't felt 
that way-haven't had my enthusiasm fed
for such a long time. I haven't received 
much encouragement or enlightenment 
lately. I've felt like a person crawling, look
ing for water in a parched, uncaring, indif
ferent desert. I feel I found water this 
summer-and a bunch of people sitting 
around the well chatting good-naturedly, 
ready to listen caringly and to offer encour
agement and suggestions without judgment. 
I feel revived. I'm a bit anxious about Sep
tember, feeling that I'll be re-entering the 
desert. But I know I'm returning to the arid 
scene refreshed, with a canteen over my 
shoulder-and a telephone list of colleagues 
I can call if I need to. Thanks for this gift." 

Looking back on these comments a couple 
of months later, I am struck by several 
thoughts. First I am uplifted as I remember 
the teachers from this summer, people who 
make a mockery of a recent Time magazine 
article with its cheap, contemptible slurs. 
Second, it makes me sad that American 

teachers must react to practically any sup
portive in-service training as some extraor
dinary privilege or gift. And finally I am 
angry about shortsighted national and local 
policies that obstruct the revitalization of 
schools and teaching. 

Even though it runs against the present 
tides, we ought to quit punishing and start 
doing. We should cash in a few nuclear war
heads, forgo a couple of B-1 bombers, post
pone some Poseidons-and use those mil
lions for something really patriotic, Uke de
fending the quality of our schools.e 

CONSERVATION OF CRITICAL 
MATERIALS 

(By request of Mr. ROBERT C. BYRD, 
the following statement was ordered 
to be printed in the RECORD:) 
• Mr. CANNON. Mr. President, on 
September 22, the House accepted and 
passed an amendment to S. 2271, the 
"National Bureau of Standards Au
thorization Act for Fiscal Year 1983," 
which I joined with Senator ScHMITT 
in offering when S. 2271 passed the 
Senate on August 12. This amendment 
contains a provision of particular im
portance to the Nation's continuing 
need to reduce its dependence on for
eign sources for certain critical materi
als such as chromium. It assures addi
tional funding in fiscal year 1983 in 
the amount of $3 million for research 
in metals processing. The industria! 
base of our country, so essential to our 
defense and civil needs, is in continu
ous jeopardy because of its depend
ence on foreign sources fer a number 
of critical materials. Our national pro
gram to stockpile a safe reserve of 
such materials has been neglected by 
the administration. 

One might wonder whether this pro
vision of S. 2271 puts the National 
Bureau of Standards <~~S> into the 
minerals exploration business. Cer
tainly not. But it will achieve some of 
the same net effects by intensifying 
additional research in the promising 
field of metals processing. Let me ex
plain. · 

Industry for many years has utilized 
a number of relatively scarce metals as 
alloying elements fused with common
ly available basic metals such as iron 
and aluminum to achieve important, 
indeed essential, performance charac
teristics in the finished materials or 
alloys. For example, corrosion resist
ance, wear resistance, toughness, and 
ductility are important characteristics 
largely determined both by the precise 
amount of alloying xnaterial intro
duced and the technology for blending 
or fusing it with the parent metal. Re
search in metals processing holds 
forth great promise for developing 
new technologies for achieving those 
needed performance characteristics 
with sharp reductions in the amount 
of imported alloying materials used in 
the process. 

My interest and concern as to the 
practical outlook for such achieve-
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ments in the NBS prompted me to au
thorize an indepth visit by a commit
tee staff scientist to the Center for 
Materials Science of the National 
Measurements Laboratory of the NBS. 
I would like to touch on a few high 
points of that visit. 

The Center for Materials Science is 
responsible for providing data, meas
urement methods, standards and ref
erence materials, concepts, and techni
cal information on the fundamental 
aspects of processing, structure, prop
erties and performance of materials to 
industry, Government agencies, uni
versities and other scientific organiza
tions. The programs of the Center nec
essarily emphasize basic research into 
the microstructure of materials and 
material processes without which it is 
impossible to provide measurement 
standards and references required for 
safe and efficient utilization by indus
try of the many new material composi
tions and processes. The work of the 
Center is carried out under the able di
rection of Dr. Mehrabian in its Divi
sions for Chemistry, Metallurgy, Poly
mer Science and Standards, Fracture 
and Deformation, and Reactor Radi
ation. These Divisions are staffed with 
outstan~.ing scientists including physi
cists, chemists and metallurgists. 
Their laboratories are excellently 
equipped, often with facilities avail
able nowhere else in the world. 

The Metallurgy Division has the pri
mrwy responsibility for achieving the 
metal processing objectives authorized 
in S. 2271. Its metals processing labo
ratory has pioneered in the technique 
of alloying through rapid solidifica
tion. In conventional alloying, several 
metallic elements are blended in the 
molten or liquid state and then cooled 
into the solid state. During such cool
ing, the desired homogeneity of the 
alloy is upset by varying degress of un
controllable segregation of constituent 
alloying elements. This can result in 
microscopic discontinuities with re
sulting degradation in desired per
formance characteristics. In rapid so
lidification, the liquid mixture of al
loying elements is cooled into the solid 
state in innovative processes wherein 
the cooling is completed in millisec
onds or less. This rapid solidification 
retains the homogeneity of the liquid 
mixture of the several elements and 
thus the expected performance char
acteristics of the alloy. The alloy pow
ders, ribbons or filaments typically 
produced in these processes can be 
consolidated into bulk materials with 
properties unobtainable by other 
means. 

Another process under examination 
in the Metallurgy Laboratory of the 
Center is surface coating using high 
energy sources. A laser beam is moved 
across the surface to be treated which 
causes virtually instant melting and 
refreezing of a surface film to which 
can thus be imparted surface charac-

teristics of hardness or other desired 
characteristics. 

Support for research such as the 
above was provided by the Senate 
Commerce Committee and the Con
gress for fiscal year 1982. However, 
support for this program was subse
quently withdrawn by the administra
tion in its fiscal year 1983 budget re
quest. It has now been restored by this 
amendment. 

I am confident that this $3 million 
budgetary reinforcement of the Bu
reau's Center for Materials Science 
will enable its fine scientists and excel
lent laboratory facilities to contribute 
greatly to the country's need for con
servation of critical materials. I thank 
Senator ScHMITT for his assistance in 
this effort and the wisdom of the 
House in endorsing it yesterday.e 

REPRESSION OF SOLIDARITY IN 
POLAND 

e Mr. MURKOWSKI. Mr. President, 
after 18 months of hesitant progress 
toward the recognition of fundamental 
civil liberties, the Polish people and 
their popular representative, Solidari
t~· . have been subjected to nearly 10 
months of police brutality and repres
sion. In lock-step with the Soviet 
Unicn, the military junta of General 
Jaruzelski, has systematically erased 
the important gains in t.he name of 
freedom which has been secured by 
and for the people of Poland. The 
trade union Solidarity has, of course, 
been instrumental in negotiating for 
Polish workers, and in keeping the 
dream of freedom alive under the ter
rorism of the martial law regime. 

Mr. President, let the record reflect 
tll.at a low point in the short history of 
the Solidarity movement came during 
the recent congressional recess. The 
31st of August marked the second an
niversary of th·3 signing of the Gdansk 
agreements. From their places in 
hiding, the freedom fighters of the 
Solidarity underground called for 
peaceful national demonstrations to 
condemn the martial law conditions 
imposed by Poland's military govern
ment in defiance of earlier promises to 
expand personal choice in accord with 
the Gdansk agreements. More than 
50,000 Polish patriots-protestors
braved the Government's threats of 
brutality and violence, to tum out in 
four major cities as proof that Solidar
ity and the dream of freedom from to
talitariansim is very much alive today. 

The pollee and the dreaded paramili
tary riot troops, the ZOMO, were dis
patched by the junta to crush the peo
ple's outpouring of emotion. Using 
concussion grenades, tear gas, helicop
ters, and water cannons, wave after 
wave of troops brutalized unarmed 
citizens and turned peaceful protests 
into violent debacles. 

The military junta continues to sup
press human rights in Poland. Solldar-

ity members are arrested by the Gov
ernment even today. Hundreds of Soli
darity members are in Polish prisons 
facing up to 15 years in prison simply 
for supporting a national union which 
the Polish Government had officially 
recognized as recently as last Decem
ber. Tyranny of this magnitude can 
never foster national stability or eco
nomic prosperity-the alleged aims of 
the ruling junta. Indeed, the military 
regime has driven Poland to the brink 
of bankruptcy. General Jaruzelski's 
plea for calm is a transparent diver
sion meant to coverup the systematic 
eradication of free speech and an at
tempt to destroy Polish Solidarity. 

It is manifest that the Jaruzelski 
regime will not tolerate the existence 
of truly independent trade unions in 
Poland after the lifting of martial law. 
More important is the unmistakable 
trademark of Soviet Russia's influence 
upon the people's government of 
Poland. Under these circumstances, it 
is incumbent upon the United States 
to use the resources at its disposal to 
demonstrate to the Soviets that Amer
icans will not stand aside while the 
sovere~gnty of the Polish nation is sub
verted and basic freedoms are denied 
to millions of Polish citizens. 

Support for President Reagan's eco
nomic sanctions against both the 
Soviet Union and the Polish military 
junta is presently the most effective 
response which Americans can make 
in the face of the developments of the 
last 9 months in Poland. The current 
Polish leadership has recently accused 
President Reagan of sharing the anti
Communist and God-fearing philoso
phy of Solidarity leader, Leach 
Walesa. Americans should feel no 
shame in declaring the accuracy of 
that supposed accusation. We as a 
people can no longer stand by and 
watch Poland's military junta main
tain a state of war with its own citi
zens. 

Reports from the Soviet Union clear
ly indicate that the Russians are en
countering significant problems and 
delays in construction of the Soviet 
natural gas pipeline to Western 
Europe. These difficulties are a defi
nite sign that the economic sanctions 
imposed against the Soviet Union by 
President Reagan are working to tele
graph to the Russians, American out
rage over Communist intervention in 
the affairs of foreign governments. 
The economic sanctions which the 
President has imposed against Poland 
on the other hand pose a dilemma. We 
do not mean to be understood as in
tending to punish the Polish people or 
Solidarity. American economic sanc
tions represent this country's response 
to the usurpation of civil rights in 
Poland. 

In the face of the recent unrest in 
Poland, General Jaruzelski has vowed 
to stamp out all opposition to his mar-
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tial law regime. It is evident that the 
Polish military government does not 
have the true interests of the Polish 
people in mind. It is the interests of 
the Soviet Union which the Polish 
Government now seeks to advance at 
the expense of the Polish people. The 
Poles have repeatedly expressed their 
distaste for the Soviet brand of social
ism, and they have, with remarkable 
unity, demonstrated their resistance 
to Russian intervention in Polish na
tional affairs. Until conditions improve 
substantially in Poland, Americans 
must express their repugnance for the 
situation through support for Presi
dent Reagan's policies toward Poland 
and Soviet Russia. We cannot ignore 
the Soviet's subversion of the rights of 
the Polish people and we must contin
ue to urge a peaceful solution to this 
crisis, not one which has been imposed 
by a military puppet against the will 
of the people.e 

LAS VEGAS HOSE COMPANY 
N0.1 

e Mr. DOMENICI. Mr. President, Las 
Vegas Volunteer Fire Company, Hose 
Company No. 1, is celebrating its 
lOOth anniversary of public service. In 
order to commerate the milestones of 
this august organization and its histo
ry of dedicated public service, I ask 
that the chronology of Las Vegas Hose 
Company No. 1 be printed in the 
RECORD. 

The chronology follows: 
June 8, 1877: Fire in Rosenwald's store. No 

firemen, so it spread to all other buildings 
on the south side of the plaza, until rain 
checked it that evening. <Dally New Mexi
can, June 9, 1977) 

April 3, 1880: Meeting to be held in the 
Baptist Church to consider the need for 
more fire protection. <Optic, March 11, 
1880) No immediate action. 

September 18, 1880: Big fire burned out 
one block on Railroad Ave. The people were 
helpless as the entire community had "no 
fire department." <Optic, Sept. 20, 1880> 

1880: Given as the date of the founding of 
Hose Co. No. 1, but erroneous. <Anonymous 
Manuscript, Las Vegas Fire Dept.> 

July 9, 1881: Contract, Agua Pura Co. to 
install 30 fireplugs. <Minutes, County Com
missioners.> 

Autumn 1881: Exact date of founding of 
Las Vegas Hook and Ladder Co. unknown, 
but members were rehearsing for a play to 
be presented in Baca Hall to raise funds for 
equipment. <Optic, Nov. 5, 1881> 

November 5, 1881: Big fire on Railroad 
Ave. Volunteers of Hook and Ladder Co., 
both towns, helped to control it, but there 
was inadequate protection. <Gazette, Nov. 5, 
1881) 

November 28, 1881: Big fire on Center St. 
<now Lincoln>. Four members of volunteer 
co. Brought hook and ladder cart. It was in
adequate. "Need a hose cart." <Optic, Nov. 
29, 1881; Gazette, Nov. 29, 1881> 

Autumn 1881: M. A. Otero Jr., wrote years 
later that Hose Co. No. 1 had been orga
nized in 1881 and he was the treasurer. 
Members were called from a dance one 
night that fall, and hose connected to a hy
drant helped save some building. His 

memory was inaccurate. The only correct 
statement as that Hook and Ladder Co. was 
called from a dance that fall. Later, he was 
treasurer of Hose Co. No., 1 which didn't 
exist in fall, 1881. There were no fire hy
drants then either. "My Life on the Fron
tier," Vol. 1, p. 245) 

November 30, 1881: Meeting on east side, 
Charles Tamme, chairman. Must prepare to 
organize a hose co. as the water system will 
be ready in about two months. Raising 
money to buy a cart. <Optic, Dec. 1, 1881) 

1881: Given as the year for the founding 
of Hose C. No. 1 in historical article on Los 
Bomberos ("La Voz del Pueblo," Jan. 26, 
1918> The Company was not actually orga
nized that early, this must have referred to 
the preparation. 

March 27, 1882: Meeting in Santa Fe orga
nized two fire companies. Raising money to 
buy equipment. <Santa Fe New Mexican, 
March 28, 1882> 

March 30, 1882: Fire companies of Sante 
Fe filed incorporation papers. <Incorpora
tion Classification, Book l, State Records 
Center>. 

April 12, 1882: East Side Fire Dept., Las 
Vegas, filed incorporation papers. <Ibid.> Ap
parently, this was the Las Vegas Hook and 
Ladder Co. 

May 17, 1882: Bad fire on Railroad Ave. A 
fire plug already installed did not have the 
horse cart yet, although it had been or
dered. <Optic, May 18, 1882>. 

June 12, 1882: Hose Co. No.1 organized on 
the east side. <Father Stanley, P. 104) 

June 21, 1882: Hose Co. No. 1 made trial 
run with new hose cart. <Optic, June 21, 
1882) 

June 26, 1881: East and west sides incorpo
rated into a consolidated city. <Optic, June 
26, 1882) 

July 8, 1882: Meeting called by B.T. Mills 
organized Las Vegas Hose and Fire Co., west 
side. Elected H. Hutton foreman and W. H. 
Shupp asst. Will raise funds and name co. 
after largest donor. There was evidence of 
advanced preparation for this. <Gazette, 
July 9, 1882) 

July 17. 1882: Don Eugenio Romero, 
timber-cutting contractor, elected mayor. 
<Gazzette, July 17, 1882> 

1882: Historical article in Los Bomberos, 
based on interviews, said B.T. Mills orga
nized the Co. on west side after a fire in late 
fall of 1882, and called it "Hose Co. No. 2". 
<"La Voz del Pueblo," Jan. 26, 1882). 

1882: Las Vegas Hose Co. in frame build
ing on Bridge St. <Strate, "E. Romero Hose 
Co." manuscript, p. 5) Lithograph of 1882 
does not show it, could have been later in 
the year. 

November 22, 1882: Fire burned a grocery 
store, and hose companies kept it from 
spreading. <Optic, Nov. 22, 1882) Typical se
quence of reports about fires. 

Autumn 1882: Hose Co. No. 1 in a small 
building "next to Optic office." <Optic, Nov. 
25) 

Autumn 1882: First firemen's races at Fair 
in Alb. has as entrants two companies from 
Las Vegas and two from Santa Fe. <Optic, 
Oct. 3, 1883) 

Spring 1884: Hose cart races in Las Vegas 
had as entrants two local companies and 
two from Santa Fe and one from Trinidad. 
<Optic, April 24, 1884) 

Autumn 1884: Electric gongs installed in 
the fire station. <Optic, Oct. 10, 1884) 

November 30, 1884: E. Romero Co. cele
brated 2nd anniversary with members of No. 
1 as guests. Reported that name was 
changed by announcement at a ball on May 
22, 1884, in honor of the mayor, donor of 

the largest sum: $100.00. <Optic, Dec. 1, 
1884) 

Spring 1886: Co. No. lin new frame build
ing located on the "Diamond" which is now 
Fountain Park. <Optic, Dec. 1, 1884> 

Autumn 1889: In races at the Fair, new 
teams were Albuq. and Socorro. <Optic, Oct. 
4, 1889) 

Spring 1892: A 2nd group organized or. the 
East side, a Hook and Ladder Co. <Optic, 
March 22, 1892) 

Autumn 1893: East side firemen move into 
new Town Hall. <Optic, Nov. 22, 1893> Still 
in the same building today. 

1899: E. Romero Co. raised funds and 
bought a fire wagon. They used borrowed 
horses. <Strate, p. 24) 

Spring 1899: Tpe Telephone Co. installed 
electric fire alarm system. <Minutes, City 
Council, March 1 and 8, 1899) 

Spring 1891: The city bought a fire wagon 
for Co. No. 1. <Minutes, March 21, 1901) 

Autumn 1902: City bought a team for Co. 
No. 1. <Minutes, Nov. 12, 1902) 

1903: E. Romero Co. bought a team. 
<Strate, p. 25; Gillepie, "The Fire Queens", 
New Mexico Magazine, Jan. 1966, p. 3> 

April 9, 1908: E. Romero Co. filed incorpo
ration papers. This and those listed in 1882 
were the only fire companies incorporated 
in the New Mexico Territorial period. <Cor
poration Classification, Book I, State 
Records Center.) 

Autumn 1908: Fire siren installed on the 
power house. <Optic, Sept. 10, 1908) 

1908-09: E. Romero Co. raised funds and 
had a brick station built at the location of 
the earlier frame headquarters on Bridge 
Street. <Optic, Jan. 21, 1901: Gillespie, p. 5) 
Questionable dates-JGW 

1916: Each companies acquired a La 
France fire truck. <Minutes, City Council' 
Strate, p. 28) 

CONCLUSIONS 

Although Hose Co. No.1 was formally or
ganized about one month before the Las 
Vegas Hose and Fire Co. <E. Romero Co.), 
actually, were both simultaneous <offshots 
from> the Las Vegas Hook and Ladder Com
pany founded in 1881, earlier than the com
panies in Santa Fe. Thus, both here are the 
same age, and both have substantiated evi
dence that they are the oldest in New 
Mexico, with continunity of both dating 
back to the autumn of 1881. 

Compiled by Lynn I. Perrigo.e 

NEED FOR HIGHWAY 
LEGISLATION 

e Mr. BAUCUS. Mr. President, I 
would like to call to the attention of 
my colleagues a fact that is of utmost 
concern to this Member and I suspect 
of concern to most other Members if 
they pause to reflect upon it. I am 
speaking of the need for enactment of 
new highway legislation by September 
30 of this year. 

As a member of the Environment 
and Public Works Committee I sup
ported and voted for a multiyear high
way authorizaton bill. I did so because 
I believed the piece of legislation re
ported by the committee provided 
some badly needed flexibility for State 
authorities administering Federal 
highway programs and it provided 
some certainty for future years. 
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Unfortunately, for a variety of rea

sons, it does not appear that this body 
will have the opportunity to take up 
this multiyear legislation this year. In
stead we are faced with trying to craft 
a 1-year extension of existing highway 
legislation before funding authority 
runs out on September 30. 

This point was recently brought 
home to me by the Honorable Ted 
Schwinden, Governor of the State of 
Montana. In a September 17, 1982, 
letter to me, Governor Schwinden em
phasized that without congressional 
action by September 30, 10 construc
tion projects in Montana alone will be 
delayed. This, of course, will result in 
an unnecessary increase in costs and a 
loss of needed jobs. 

Governor Schwinden also provided 
me with a copy of the testimony he 
gave before the Senate Transportation 
Subcommittee in Salt Lake City on 
September 2, 1982. At that hearing he 
was able to address the need for new 
highway legislation. In addition, his 
comments on interstate highway com
pletion and repair and the need for a 
long-term highway program succinctly 
outline the feelings of most Montan
ans. I ask that his letter to me and his 
testimony be inserted in the RECORD so 
that my colleagues may have the op
portunity to benefit from his com
ments. 

The material follows: 
HELENA, MONT., September 17, 1982. 

Hon. MAx BAUCUS, 
U.S. Senate, 
Dirksen Senate Of/ice Building, 
Washington. D. C. 

DEAR SENATOR BAucus: I am increasingly 
alarmed over the possibility that Congress 
will not enact new highway legislation by 
September 30, the expiration date of the 
current Surface Transportation Assistance 
Act. It is important that you be made aware 
of the impact this will have on Montana's 
highway program if that occurs. 

At a hearing held in Salt Lake City by the 
Senate Subcommittee on Transportation, I 
commented at length on the escalating 
problems Montana is having in keeping its 
highway system functional. <A copy of my 
remarks is included.) The major cause of 
the problems, of course, has been declining 
federal revenue for highway construction 
and repair, especially in rural Western 
states. To experience even a short interrup
tion in a program that is already poorly 
funded, would only seriously aggravate the 
problems. 
If no action is taken by September 30, 

Montana will have no federal obligation au
thority on October 1. Ten construction 
projects affecting all highway systems in 
Montana scheduled to be let to bid in Octo
ber and November would have to be de
layed. This would result in the postpone
ment of 259 direct jobs and $19,421,000 in 
contract awards. Long-term planning and 
preconstruction efforts would be seriously 
interrupted because we would have no indi
cation whatsoever of the level of federal 
support available in federal fiscal year 1984. 

A continuing resolution would clear up 
the confusion only to a limited degree: exist
ing projects could continue, but letting 
dates on the others would still have to be 
postponed because there would be no new 

apportionment of federal-aid funds. This 
would apply to interstate, Primary and Sec
ondary System projects. 
It is imperative that before October 1 

Congress enact at least a one-year extension 
of the existing federal highway legislation, 
along with the Highway Trust Fund and an 
appropriations bill. House Resolution 6965 
(formerly H.R. 6211) appears to be the best 
vehicle to accomplish these objectives, al
though I would like to recommend two 
amendments. First, the provision transfer
ring responsibility for the Highway Beauti
fication Program to the states should be de
leted pending a more thorough review by 
the states. Second, a provision stipulating 
that each state will receive no lesss than 
one-half of one percent of all interstate 4R 
funds should be added. This requirement is 
already a feature of federal law, but should 
nonetheless be included in the resolution. 

With these changes, H.R. 6965 should be 
advanced to final passage as quickly as pos
sible. 

Thanks for your assistance. 
Sincerely, 

TED SCHWINDEN, 
Governor. 

tion, repair and reconstruction needs are 
also increasing as Montana's interstate 
system ages. 

All the systems I have described are de
pendent upon federal responsibility-a fact 
that has received non-partisan agreement 
from past and present Washington adminis
trations alike. But while the federal respon
sibility is rarely disputed, federal highway 
program leadership has been lacking. Re
ductions in federal obligation authority in 
the past year have crippled the highway 
program and will delay completion of the 
interstate system in Montana by more than 
a decade if the current low level of funding 
continues. The reduction represents a major 
step backward by the federal government. 

Nothing illustrates more the gap between 
promise and reality in Montana than the 
condition of the interstate system. We re
peatedly hear from the administration that 
completion of the interstate system is a top 
priority. In fact, just last month Mr. Barn
hardt of the Federal Highway Administra
tion stated emphatically that completion of 
the interstate system was the administra
tion's highest priority for highways. That 
statement rings somewhat hollow as propos
als for increased funding have been repeat-

TEsTIMONY BY MONTANA Gov. TED edly denied. It is time to provide the leader-
SCHWINDEN ship necessary to solve one of the nation's 

Senator SYMMs, I appreciate the opportu- most significant problems. 
nity to present testimony regarding our fed- We must have additional federal funding. 
eral-aid highway system. I particularly want In Montana alone, the cost of bringing both 
to thank you for holding these hearings in the primary system up to federal standards 
the West, where highways are vital to our and replacing the bridges on federal-aid sys
existence and essential to our future. terns would be $1.2 billion. Completing the 

A hearing on the subject of federal aid to interstate system would cost an estimated 
highways could not be more timely or im- $150 million. The cost to repair and rehabili
portant. As you are well aware, Senator, few tate Montana's interstate system is expect
problems in the West are as common and ed to run $14 million per year while the 
pervasive as transportation. Since the days annual cost of simply maintaining the sur
of Lewis and Clark the pace and success of face of the existing primary system is esti
Western development has been dictated by mated at more than $20 million. This year, 
how well we have solved or failed to solve however, Montana's total federal obligation 
our transportation problems. authority has been reduced to $65.4 million, 

In Montana, the shrinking of our railroad some 30 percent less than the average for 
system leaves highways a8 the central the previous five years. 
means of transportation in our state. At Funding is the most important element of 
first, roads were simply a way of getting the problem, but allocation of interstate 
products to and from the railroads. Now funds also must be re-examined. According 
highways are critical to the economy in the to a recent study by the Congressional 
West. Their condition determines our abili- Budget Office <CBO>, federal authorizations 
ty to compete in national and international for the interstate program, in 1979 dollars, 
markets and our ability to expend our eco- have steadily declined since 1970. Add esca
nomic base. Because there is a direct rela- lating construction costs and diminishing 
tionship between highways and a healthy highway trust fund revenues, and the sched
economy, we have reason to be deeply con- ule for final completion of the system must 
cerned about our economic future: our be pushed back to the mid-1990's. 
major highway systems are in poor shape. Also, federal highway funds have increas
You have repeatedly heard distressing sta- ingly been diverted to either public transit 
tistics from other states, and Montana is no projects or to upgrading or expanding the 
different. Our primary highways are in des- interstate system in largely urban areas 
perate need of reconstruction and repair: where construction costs can run as much as 
fully 50 percent, or 2,660 miles, of Mon- ten times higher than projects in rural 
tana's primary system is substandard, with areas. About 40 percent of the time those 
almost 10 percent, or 458 miles considered urban projects are of local significance at 
to be in critical condition. Of this critical 10 best, but 75 percent of all interstate con
percent, moreover, we only expect to be able struction funds are spent on those local 
to work on 33 miles during the current bien- urban projects. 
nium. At the current rate funding, the ' As noted in the CBO report, a substantial 
number of critically deficient miles will in- portion of interstate construction funds are 
crease by 70 miles during the. next five spent on projects that have little or no rela
years. tionship to the original concept of the inter-

The State's bridges are in equally deplora- state system. Those funds have been divert
ble condition. Of the 2, 782 total structures ed from projects that are of national inter
in the federal-aid system, 40 percent are est and important to national defense, to 
substandard-219 need replacement and 874 projects that are local and of no national 
require rehabilitation. significance. 

Finally, the interstate system in Montana In Montana we have about 70 miles of 
is also suffering from significant problems. 'interstate left to be completed. Each of 
Four major gaps remain in the system: 47 those gaps is considered by the U.S. Depart
miles of four-lane and 27 miles of two-lane ment of Defense to be important to the na
construction need to be completed. In addi- tiona! defense. And they are considered by 



25212 CONGRESSIONAL RECORD-SENATE September 24, 1982 
the U.S. Department of Transportation to 
be critical to the completion of a truiy inter
state system. Those gaps include a key sec
tion of 1-15 between Butte and our capital 
city of Helena; a section to complete I-94 
east of Billings and a section of I-90, which 
will link Wyoming and Montana together. 
All experience balanced traffic flows, are 
through-routes, and are considered to be of 
national significance. Yet at the current 
federal program level, those gaps will not be 
completed until the mid-1990s because they 
are forced to compete for federal funding 
with many less significant projects-projects 
such as a section I-105, a part of Los Ange
les freeway system that has no national sig
nificance, primarily serves the local popula
tion, and will cost $1.2 billion to construct 
15.7 miles of freeway. 

As the CBO report points out, "These seg
ments occur along routes that are not part 
of the network needed to link principle 
cities together, but rather link facilities of 
regional importance or improve traffic cir
culation in congested urban areas." While 
those projects may be important to local 
people, they do not adhere to the original 
concept of the interstate system. In this era 
of limited funds, our highway priorities are 
skewed. It is time to straighten them out. 

If the present funding and distribution 
formula continues, Montana will be unable 
to complete its interstate system for at least 
ten years. As I said earlier, the current esti
mate for completing the interstate system 
in Montana is about $150 million. Our obli
gation for interstate apportionment author
ity in fiscal year 1982 was approximately 
$26.2 million; this year we expect $14.9 mil
lion, a reduction of 43 percent. 

The CBO report suggests alternative ways 
of allocating the monies. The federal gov
ernment should assign a lower priority to 
projects that are not important to national 
defense or the national transportation 
system. It should adopt an allocation system 
based on the need to complete the existing 
gaps in the interstate system. 

Another concern of Westerners is the in
creasing shift of federal highway funds 
from rural to urban states. Distribution for
mulas are being changed to favor popula
tions and traffic count over lane miles. 
Those formulas ignore the fact that on a 
per capita basis, highways in Montana and 
other western states cost more per mile to 
build and maintain than more populated 
states. If the trend in distributing federal 
funds is not reversed, highway systems in 
the western states will continue to deterio
rate. 

The failure of Congress to adopt a long
term national highway program is another 
matter of concern. The "on-again off-again" 
funding of highway programs during the 
past few years is an inefficient and eneffec
tive way to run a highway construction pro
gram. The states simply cannot develop 
credible planning and letting schedules nor 
spend scarce funds wisely without the assur
ance of long-term funding and spending au
thority. The time has come to recognize 
those problems and deal with them. It will 
not be easy or popular, as I well know. Rec
ognizing that economic progress could not 
occur in the face of a failing transportation 
system, I proposed major highway funding 
increases to the Montana Legislature twice 
in 1981. Our legislature rejected those re
quests, but initially skeptical legislative 
committees that have since studied the 
problem are now recommending that the 
upcoming legislative session increase fund
ing for highways in Montana. Congress 
should follow suit. 

Realistically, all the components of an im
proved federal highway program cannot be 
in place by October 1, 1982. This brings me 
to my last, and most immediate, point. If 
Congress does not act quickly, all the states 
will run out of m.oney for the highway pro
grams <except for 4R funding) by October 1. 
Failure to act could mean a complete halt in 
planning and letting projects. That must 
not happen. A one-year extension of the 
Surface Transportaton Assistance Act is 
necessary as a stopgap measure until a long
term program can be developed and passed. 
Currently, H.R. 6965 appears to be the only 
bill the can be passed before the October 
recess. It must be approved. 

In closing, Senator, I want to thank you 
for bringing our highway problems to light 
by holding these hearings in the West.e 

THE HORROR OF SHATILA AND 
SABRA 

e Mr. QUAYLE. Mr. President, much 
has been written and said in recent 
days regarding the tragic bloodshed 
and murder which took place in the 
Palestinian refugee camps of Shatila 
and Sabra in Lebanon. We have seen 
on our television screens and read in 
our newspapers of this sudden and in
credible massacre. However, the chain 
of events which led up to it, the ac
tions of the Israeli Government and 
Army, and the questions of who knew 
what and when are certainly not fully 
known. 

There is considerable confusion as to 
who should bear the responsibility for 
the incredible horror of Shatila and 
Sabra. In an effort to restore stability 
and order in West Beirut, the multina
tional military force, including U.S. 
Marines, has reluctantly been ordered 
back into the area. It is imperative 
that Israeli defense forces leave West 
Beirut at once, and that all foreign 
forces including the Israelis and Syr
ians depart from Lebanon as soon as 
the Lebanese Government is capable 
of assuring the security of its people. 

Earlier this week, Prime Minister 
Begin was, in my view, unfortunately 
successful in having the Knesset reject 
calls for an independent inquiry into 
both the massacre and the earlier deci
sion to move Israeli troops into West 
Beirut. Thus, I was gratified to learn 
this morning that he had decided to 
ask the President of Israel's Supreme 
Court, Justice Yitzhak Kahan, to head 
an unofficial investigation into the 
massacre. Although Justice Kahan 
has indicated that he will decline the 
appointment because two court cases 
are pending on the issue of the Gov
ernment's refusal to appoint an offi
cial commission of inquiry, what is en
couraging is Prime Minister Begin's 
recognition of the need for an inde
pendent inquiry. I believe a complete 
an impartial investigation of all as-
pects of this tragedy is absolutely es
sential if Israel is to regain some of its 
lost credibility and the moral author
ity for which this relatively young 
nation has been respected. 

Both the United States and Israel 
are democracies and both should act 
like democracies. As painful as they 
have been for the United States to live 
through, we have had our Watergate 
investigation, our My Lai investiga
tion, and our Kerner Commission. In a 
democracy there must be complete 
and full disclosure of information to 
the citizens to whom the government 
is responsible, no matter how embar
rassing. 

The massacre in Beirut and the 
events leading up to it must be investi
gated by independent investigators 
who will produce a factual report that 
will not be suspect because it was the 
work of people beholden to the gov
ernment. I might add that I believe it 
would be very useful if the Govern
ment of Lebanon would also conduct a 
similarly independent inquiry into the 
information available to them regard
ing this tragedy. 

I know that the people of Israel 
place the same very high value on 
human life that we do in the United 
States. Israel exists today largely be
cause of barbarous acts of murder and 
persecution in Europe. It is clearly in 
the best interest of IsrPvel that it 
assure full disclosure of what hap
pened in Shatila and Sabra and why it 
happened. 

I urge the Government of Israel 
pursue the course of requesting a full 
and complete investigation by an inde
pendent tribunate 

EDWARD W. RAY, COMMISSION
ER, COPYRIGHT ROYALTY TRI
BUNAL 

" Mr. SPECTER. Mr. President, on 
September 21, 1982, the Committee on 
the Judiciary acted favorably on the 
nomination of Edward W. Ray to be 
reappointed to a full term as a Com
missioner of the Copyright Royalty 
TriQunal. 

We had heard concerns that Com
missioner Ray's previous involvement 
in the recording industry as an execu
tive with several record companies 
might influence his decision on mat
ters relating to such industry. includ
ing the adjustment of mechanical roy
alties in 1987. 

Commissioner Ray has assured the 
committee that he would recuse him
self immediately from any matter 
before the Commission on which any 
possible conflict of interest arose. In 
addition he assured us that he would 
remain objective and act impartially 
on all matters brought before him. I 
request that Commissioner Ray's 
letter to the committee be reprinted in 
the record. 

I have met Commissioner Ray and 
believe him to be an honest and forth
right individual. I am pleased that 
with these assurances his confirmation 
and reappointment could be expedited. 
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SEPTEMBER 14, 1982. 
Hon. SnoM TlluRMoND, 
Chainnan, Committee on the Judiciary, U.S. 

Senate, Washington, D.C. 
DEAR CHAIRMAN THuR.MoND: I understand 

some concerns have been raised in respect 
to a possible conflict of interest arising out 
of my past involvement in the recording in
dustry. I am also aware that my previous in
volvement in the recording industry might 
cause some to question my objectivity in 
making decisions in this area. 

I assure the Committee that should any 
possible conflict of interest arise, I would 
immediately recuse myself. I on the other 
hand feel that this experience will be bene
ficial and of great assistance in the perform
ances of any duties as a Commissioner on 
the Copyright Royalty Tribunal. I would 
refer you to a statement on this matter by 
Mr. S. T. Chiantia, Chairman of the Nation
al Mu::ic Publishers' Association, Inc.: 

"The confirmation of Edward W. Ray, 
who has personal experience in the record 
industry, would bring to the Tribunal a 
depth of knowledge which could aid the Tri
bunal's effective discharge of its responsibil
ities. At the same time the nomination 
raises t.he question whether the Tribunal 
might become a forum composed of repre
sentatives of contending parties rather than 
an impartial adjudicator of these interests. 
Whether an appointment of someone from 
the record industry will lead in that direc
tion depe.ads upon the disposition of the ap
pointee and his ability to shed past alle
giances, using previous employment only as 
a reference for informed dispassionate judg
ment. 

"While aware of the fact that Mr. Ray has 
a long relationship to the record industry, 
we believe he will forego any leanings to
wards that industry and perform as an im
partial member of the Tribunal. In the sin
cere belief that Mr. Ray is a man of charac
ter, whose appointment does not presage a 
change in the judicious and impartial tradi
tion of the Tribunal, we enter no opposition 
to his confirmation." 

Mr. Chairman, I assure you and the Com
mittee that I will remain objective in my 
opinions and act in an impartial manner in 
all matters brought before me. 

In addition as I informed the Committee 
upon my initial confirmation in February of 
this year, I have co-songwriter interest in a 
1955 recording entitled "Hearts of Stone" 
and some concern has been raised in this 
matter. The average annual income I re
ceive from this recording amounts to ap
proximately $1000.00. I am proud to have 
co-authored this song, but as I previously 
told the Committee I will sell my interest in 
this song if this action is required for confir
mation. 

If any further information is desired, 
please do not hesitate to contact me. 

Sincerely, 
EDWARD W. RAY.e 

NATIONAL HOSTEL SYSTEM 
PROMOTES YOUNG AND OLD, 
BICYCLERS, HIKERS, FAMILIES 
ON A BUDGET AND AMERICAN 
BUSINESS . 

e Mr. BAUCUS. Mr. President, I am 
very pleased to cosponsor S. 2676, a 
bill that would promote the develop
ment of a national hostel system. 

I cosponsor the National Hostel 
System Plan Act of 1982 for a number 

of reasons, not the least of which is 
the great dearth of hostels in the 
United States. We now have less tha.n 
300 youth hostels in the entire coun
try. There are only a handful in my 
State, Montana. 

The number is inadequate because 
hostels offer the kJnd of low-priced, 
systematically organized accommoda
tions needed by millions of travelers 
this country hosts every year. 

In contrast, Europe offers visitors, 
young and old alike, over 5,000 ine:-:
pensive, convenient, and very reliable 
hostels from which to choose. Indeed, 
there are 50 nations in the world that 
offer hostel systems to their travelers, 
and the United States is the only one 
that does not offer some form of gov
ernmental recognition to this very im
portant network of accommodations. 

The low-cost dormitory style hostel 
is famous as an integral part of Euro
pean hospitality to travelers. Not only 
do "youth" hostels serve all age 
groups, they also provide tourists from 
all over the world the opportunity to 
meet citizens from virtually every 
land. They offer safety and certainty 
in sometimes difficult and uncertain 
circumstances. They enable people 
who would not otherwise be able to 
afford it the chance to see new sights, 
hear new sounds, and share their ex
periences with travelers from around 
the globe. Hostels can serve as gate
ways to the most important and most 
beautiful historic and natural sights of 
a nation, and they can serve especially 
well in this vast and exciting land of 
ours. 

Yet the recurrent cries of many U.S. 
travelers is that V"e simply have too 
few hostels and those we do have are 
not well located with regard to each 
other. 

My State, Montana, offers entrances 
to both Glacier and Yellowstone Na
tional Parks. Both of these parks see 
millons of tourists annually-including 
hikers, bikers, and campers. Many 
more travelers might be able to visit 
my State were the national hostel net
work expanded. Right now, I am 
pleased that we have hostels at Red 
Lodge, Missoula, Polebridge, and East 
Glacier with new hostels being estab
lished in Hamilton and Whitefish. But 
it is extremely difficult for the best 
managed hostel to stay open unless it 
is a part of a national network. 

The opportunity for inexpensive 
travel is becoming more and more dif
ficult to find, especially in these eco
nomically trying times. Public recrea
tion facilities are in desperate finan
cial and physical trouble. Safety for 
young travelers is an ever-increasing 
problem. Inexpensive and educational 
travel programs for all ages are in 
short supply. And yet bicycling, 
hiking, camping, and budget touring 
continue to quickly expand as more 
and more people seek wholesome 
recreation on tight budgets. I believe 

the National Hostel System Plan Act 
of 1982 would help alleviate a great 
many of the problems our Nation's so
journers face. 

At present, American Youth Hostels 
<A YH), a private, nonprofit organiza
tion, stands alone in having estab
lished a system for the development 
and management of a network of 
youth hostels in the United States. 
The national hostel system plan would 
help create a national network of hos
tels. It would eliminate some of the fi
nancial and maintenance burdens on 
public recreational facilities. It would 
expand the American Youth Hostels 
travel program, and it would offer a 
greater umbrella of protection for 
travelers as more hostels become avail
able. 

The national hostel plan as envi
sioned in this act, would authorize the 
Secretary of the Interior to work in 
conjunction with the private sector 
and A YH to coordinate a plan for the 
development of an expanded system of 
hostels in the United States-without 
the need for Government funding. So, 
Without Government funding, this leg
islation will help to design an overall 
plan for the development of an ex
panding hostel network. The plan 
would propose and develop ways in 
which profit and nonprofit organiza
tions could operate new hostels, while 
at the same time clarifying the role of 
the Government in these development 
efforts. National park and recreation 
systems, as well as State and local 
parks, would be encouraged to work 
with A YH to utilize park facilities that 
can no longer be operated by public 
recreation programs. 

The national hostel system plan 
would assess the present and future 
demand for hostel systems within the 
United States, listing possible loca
tions and evaluating resources which 
could be used in the development of 
the hostel system. It would direct a 
better use of resources that are al
ready available in order to develop a 
wider system of hostels from which all 
travelers potentially benefit. Develop
ing a wider network of systematically 
planned hostels would not only make 
travel a more educational and enjoy
able experience, but would also give 
Americans and our foreign guests 
greater acccess to our cities and vast 
park system. 

There has been an increase in the 
number of youth hostels in the United 
States from under 100 in 1965 to 
nearly 300 in 1980. This reflects a 
growing public awareness of the op
portunities hostels provide as well as a 
growing public interest in cheap, effi
cient, and educational travel. More
over, the 1980 American Youth Hos
tels membership of 100,000 represents 
an annual sales market of $60 to $70 
million in transportation, food, lodg
ing, sporting equipment, and clothing. 
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In these terms alone it becomes appar
ent that such an industry should nei
ther be ignored nor neglected. Rather, 
we should encourage this very clean 
form of industry which not only bene
fits the travelers, but benefits mer
chants and communities throughout 
the country. 

Mr. President, Montana has been, 
and will continue to be, a center of rec
reational activity. I believe that every 
local chamber of commerce in the 
United States can learn from my State 
what benefits are available to those 
who are willing to work to increase 
budget recreational activity. 

A shining example in Montana is 
Bikecentennial. Montana provided a 
home for Bikecentennial in 1974. Ire
member when its organizers first 
brought the concept to my office in 
the House of Representatives. While 
most other enterprises orgar.rlzed 
around America's Bicentennial have 
long since disappeared, Bikecentennial 
is now the largest service organization 
for bicycle tourists in the United 
States. It has nearly 18,000 members 
nationwide. Throughout the country, 
bicycle tourists know that they can 
call or write to this organization in 
Missoula, Mont., and get the latest in 
route maps and other help for bi
cyclers. 

I am a member of the Senate's 
Select Committee on Small Business. 
There are few areas of small business 
activity that offer more promise than 
the recreational industry. Bicyclers 
from all over the country often will 
head directly toward Missoula across 
the system of national bicycle trails 
being developed by Bikecentennial. 
When they get to Missoula, they will 
find a growing recreational industry in 
the midst of an otherwise hard-hit 
economic area. Missoula, a moderately 
sized community by national stand
ards, now has a bicycle coordinator. It 
hosts many family bicycle activities 
and one of the best custom bicycle 
manufacturers in the country. 

Summer and winter, tourists come to 
Montana and add to our State's econo
my. Family tourists traveling on a 
budget, students, hikers, bicyclers, 
train tourists, bus tourists, and many 
others will go where they can find af
fordable, safe accommodations. 

I believe that every Senator here 
represents a State that could be bene
fited substantially by the economic ac
tivity generated through the increased 
travel and tourism that would follow 
an expanded system of hostels within 
his State. Rarely do we hear of a way 
of promoting such a good, wholesome 
and economically sound activity at 
such a low cost to the Treasury, and I 
would urge my colleagues to join me in 
cosponsoring this legtstration.e 

PRELIMINARY NOTIFICATION, 
PROPOSED ARMS SALES 

• Mr. PERCY. Mr. President, section 
36(b) of the Arms Export Control Act 
requires that Congress receive advance 
notification of proposed arms sales 
under that act in excess of $50 million 
or, in the case of major defense equip
ment as defined in the act, those in 
excess of $14 million. Upon receipt of 
such notification, the Congress has 30 
calendar days during which the sale 
may be prohibited by means of a con
current resolution. The provision stip
ulates that, in the Senate, the notifica
tion of proposed sales shall be sent to 
the chairman of the Foreign Relations 
Committee. 

Pursuant to an informal understand
ing, the Department of Defense has 
agreed to provide the committee with 
a preliminary notification 20 days 
before transmittal of the official noti
fication. The official notification will 
be printed in the RECORD in accord
ance with previous practice. 

I wish to inform Members of the 
Senate that such a notification was re
ceived on September 17, 1982. 

Interested Senators may inquire as 
to the details of this preliminary noti
fication at the offices of the Commit
tee on Foreign Relations, room 4229, 
Dirksen Building. 

The notification follows: 
DEFENSE SECURITY AsSISTANCE AGENCY, 

Washington. D.C., September 17, 1982. 
In reply refer to: I-03113/82ct 
Dr. HANs BINNENDIJK, 
Professional Staff Member, Committee on 

Foreign Relations, U.S. Senate, Wash
ington. D. C. 

DEAR DR. BINNENDIJK: By· letter dated 
February 18, 1976, the Director, Defense Se
curity .'\.ssistance Agency, indicated that you 
would be advised of possible transmittals to 
Congress of information as required by Sec
tion 36<b> of the Arms Export Control Act. 
At the instruction of the Department of 
State, I wish to provide the following ad
vance notification. 

The Department of State is considering 
an offer to a Northeast Asian country tenta
tively estimated to cost in excess of $50 mil
lion. 

Sincerely, 
PHILIP C. 0AST, 

Director.e 

PROPOSED ARMS SALES 
• Mr. PERCY. Mr. President, section 
36<b> of the Arms Export Control Act 
requires that Congress receive advance 
notification of proposed arms sales 
under that act in excess of $50 million 
or, in the case of major defense equip
ment as defined in the act, those in 
excess of $14 million. Upon such noti
fication, the Congress has 30 calendar 
days during which the sale may be 
prohibited by means of a concurrent 
resolution. The provision stipulates 
that, in the Senate, the notification of 
a proposed sale shall be sent to the 
chairman of the Foreign Relations 
Committee. 

In keeping with my intention to see 
that such information is available to 
the full Senate, I ask to have printed 
in the RECORD at this point a notifica
tion which has been received. 

The notification follows: 
DEFENSE SECURITY AsSISTANCE AGENCY, 

Washington. D.C., September 24, 1982. 
In reply refer to: I-03361/82ct 
Hon. CHARLEs H. PERCY, 
Chairman. Committee on Foreign Relations, 

U.S. Senate, Washington. D. C. 
DEAR MR. CHAIRMAN: Pursuant to the re

porting requirements of Section 36(b) of the 
Arms Export Control Act, we are forwarding 
herewith Transmittal No. 82-85, concerning 
the Department of the Navy's proposed 
Letter of Offer to Portugal for defense arti
cles and services estimated to cost $220 mil
lion. Shortly after this letter is delivered to 
your office, we plan to notify the news 
media. 

Sincerely, 
PHILIP C. GAST, 

Director. 

[Transmittal No. 82-851 
NOTICE OF PROPOSED ISSUANCE OF LETTER OF 

OFFER PuRSUANT TO SECTION 36(b) OF THE 
ARMs EXPORT CoNTROL ACT 
(i) Prospective Purchaser: Portugal. 
(ii) Total Estimated Value: Major Defense 

Equipment, • $0 million; Other, $220 million; 
Total, $220 million. 

<llD Description of Articles or Services Of
fered: Remanufacture of 24 A-7A and six 
TA-7A Military Assistance Program aircraft 
to the A-7P and TA-7P configurations with 
initial spare parts and ground support 
equipment. 

<iv> Military Department: Navy <SAF>. 
<v> Sales Commission, Fee, etc., Paid, Of

fered, or Agreed to be Paid: None. 
<vi> Sensitivity of Technology Contained 

in the Defense Articles or Defense Services 
Proposed to be Sold: None. 

<vii> Section 28 Report: Case not included 
in Section 28 report. 

(viii) Date Report Delivered to Congress: 
September 24, 1982. 

•As defined in Section 47<6> of the Arms Export 
Control Act. 

POLICY JUSTIFICATION 
PORTUGAL-R.EilANUFACTURJ! OF A-7 A AND TA-7 A 

AIRCRAFT TO THE A-7P AND TA·7P CONFIGURA· 
TIONS 
The Government of Portugal has request

ed the remanufacture of 24 A-7A and six 
TA-7A Military Assistance Program aircraft 
to the A-7P and TA-7P configurations with 
initial spare parts and ground support 
equipment at an estimated cost of $220 mil
lion. 

This sale will contribute to the foreign 
policy and national security objectives of 
the United States by improving the military 
capabllties of Portugal; furthering NATO 
rationalization, standardization, and inter
operability; and enhancing the defenses of 
the Western Alliance. 

This sale is part of a total program involv
ing the acquisition of two squadrons of A-7P 
aircraft and TA-7P training aircraft with 
spare parts and support equipment. The A-
7P program is part of the NATO Military 
Committee plan to improve the capability of 
the Portuguese armed forces in the collec
tive defense of the Alliance. 

The sale of this equipment and support 
will not affect the basic military balance in 
the region. 
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The prime contractor will be the Vought 

Corporation of Dallas, Texas. 
Implementation of this sale will not re

quire the assignment of any additional U.S. 
Government or contractor personnel to Por
tugal. 

There will be no adverse impact on U.S. 
defense readiness as a result of this sale. 
The program start date will be adjusted to 
assure that required U.S. Navy aircraft en
gines will be provided to the contractor on a 
schedule that will have minimal if any 
impact on U.S. readiness.e 

PROPOSED ARMS SALES 

• Mr. PERCY. Mr. President, section 
36(b) of the Arms Export Control Act 
requires that Congress receive advance 
notification of proposed arms sales 
under that act in excess of $50 million 
or, in the case of major defense equip
ment as defined in the act, those in 
excess of $14 million. Upon such noti
fication, the Congress has 30 calendar 
days during which the sale may be 
prohibited by means of a concurrent 
resolution. The provision stipulated 
that, in the Senate, the notification of 
proposed sales shall be sent to the 
chairman of the Foreign Relations 
Committee. 

In keeping with my intention to see 
that such information is available to 
the full Senate, I ask unanimous con
sent to have printed in the REcoRD at 
this point the notifications which have 
been received. Any portion which is 
classified information has been delet
ed for publication, but is available to 
Senators in the office of the Foreign 
Relations Committee, Room 4229, 
Dirksen Building. 

The notification follows: 
DEFENSE SECURITY AsSISTANCE AGENCY, 

Washington. D.C., September 17, 1982. 
HoN. CHARLEs H. PERCY, 
Chairman. Committee on Foreign Relations, 
U.S. Senate, Washington. D. C. 

DEAR MR. CHAIRliAN: Pursuant to the re
porting requirements of Section 36<b> of the 
Arms Export Control Act, we are forwarding 
herewith Transmittal No. 82-75 and under 
separate cover the classified annex thereto. 
This Transmittal concerns the Department 
of the Air Force's proposed Letter of Offer 
to Turkey for defense articles and services 
estimated to cost $50 million. Shortly after 
this letter is delivered to your office, we 
plan to notify the news media of the unclas
sified portion of this Transmittal. 

You will also find attached a certification 
as required by Section 620C<d> of the For
eign Assistance Act of 1961, as amended, 
that this action is consistent with Section 
620C<b> of that statute. 

Sincerely, 
PHlLIP C. GAST, 

Director. 

[TRANSMITTAL No. 82-751 
NOTICE OF PROPOSED ISSUANCE OF LETTER OF 

OFFER PURSUANT TO SECTION 36(b) OF THE 

ARKS EXPORT CONTROLS ACT 

<1> Prospective Purchaser: Turkey. 
<11> Total Estimated Value: 

Mtllions 
Major defense equipment 1 •••••••••••••••••• $42 
Other....................................................... 8 

Total ............................................. . 50 
1 As defined in section 47<6> of the Arms Export 

Control Act. 

<iii> Description of Articles or Services Of
fered: Seven hundred fifty AIM-9P3 Side- · 
winder missiles with spares, support equip
ment, training, and a mini-depot. 

<iv> Military Department: Air Force 
<YBA>. 

<v> Sales Commission, Fee, etc., Paid, Of
fered, or Agreed to be Paid: None. 

<vi> Sensitivity of Technology Contained 
in the Defense Articles or Defense Services 
Proposed to be Sold: See Annex under sepa
rate cover. 

<vii> Section 28 Report: Case not included 
in Section 28 report. 

<viii> Date Report Delivered to Congress: 
September 17, 1982. 

POLICY JUSTIFICATION 

TURKEY-AIII-9P3 SIDEWINDER MISSILES 

The Government of Turkey has requested 
the purchase of 750 AIM-9P3 Sidewinder 
missiles with spares, support equipment, 
training, and a mini-depot at an estimated 
cost of $50 million. 

This sale will contribute to the foreign 
policy and national security objectives of 
the United States by improving the military 
capabilities of Turkey in fulfillment of its 
NATO obligations; furthering NATO ration
alization, standardization, and interoperabil
ity, and enhancing the defense of the West
em Alliance. 

Turkey intends to use the missiles on cur
rently possessed aircraft. Since Turkey has 
AIM-9P3 missiles in its inventory, absorp
tion of the AIM-9P3 missiles will present no 
problems. The sale will stabilize the Turkish 
Air Force AIM-9P operational capability 
over the next few years. 

These items will be provided in accordance 
with and subject to the limitations on use 
and transfer provided for under the Arms 
Export Control Act, as embodied in the 
terms of sale. This sale will not adversely 
affect either the military balance in the 
region or U.S. efforts to encourage a negoti
ated settlement of the Cyprus question. 

The prime contractor will be the Ford 
Aerospace and Communications Corpora
tion of NewPOrt Beach, California. 

Implementation of this sale will not re
quire the assignment of any additional U.S. 
Government or contractor personnel to 
Turkey. 

There will be no adverse impact on U.S. 
defense readiness as a result of this sale. 

DEPARTIONT OF STATE, 
Washington. D.C., September 10, 1982. 

Pursuant to section 620C<d> of the For
eign Assistance Act of 1961, as amended <the 
Act>. and the authority vested in me by De
partment of State Delegation of Authority 
No. 145, I hereby certify that the provision 
to Turkey of 750 AIM-9P3 Sidewinder mis
siles is consistent with the principles con
tained in section 620C<b> of the Act. 

This certification will be made part of the 
certification to the Congress under section 
36<b> of the Arms Export Control Act re
garding the proposed sale of the above 
named articles and is based on the justifica
tion accompanying said certification, and of 
which such justification constitutes a full 
explanation. 

JAJO:S L. BuCKLEY, 
Under SecretaT1/ of State. 

DEFENSE SECURITY ASSISTANCE AGENCY, 
Washington. D. C., September 20, 1982. 

Hon. CHARLES H. PERcY, 
Chairman. Commission on Foreign Rela

tions, U.S. Senate, Washington. D. C. 
DEAR MR. CHAIRKAN: Pursuant to the re

porting requirements of Section 36<b> of the 
Arms Export Control Act, we are forward
ing herewith Transmittal No. 82-77 and 
under separate cover the classified annex 
thereto. This transmittal concerns the De
partment of the Air Force's proposed Letter 
of Offer to Bahrain for defense articles and 
services estimated to cost $180 million. 
Shortly after this letter is delivered to your 
office, we plan to notify the news media of 
the unclassified portion of this Transmittal. 

Sincerely, 
PHlLIP C. GAST, 

Director. 

[Transmittal No. 82-771 
NOTICE OF PROPOSED ISSUANCE OF LE"l'TJ:R OF 

OFFER PURSUANT TO SECTION 36(b) OF THE 

ARKS EXPORT CONTROLS ACT 

<1> Prospective Purchaser: Bahrain. 
<ii> Total Estimated Value: 

MiUiom 
Major defense equipment1 ••••••••••••••••••• $86 
Other....................................................... 94 

Total ............................................. . 180 
1 As defined in section 47<b> of the Arms Export 

Control Act. 

<iii> Description of Articles or Services Of
fered: Two F-5F and four F-5G aircraft 
with initial spares, support equipment, mu
nitions, and 60 AIM-9P3 SIDEWINDER 
missiles. 

<iv> Military Department: Air Force 
<SCA>. 

<v> Sales Commission, Fee, etc., Paid, Of
fered, or Agreed to be Paid: None. 

<vi> Sensitivity of Technology Contained 
in the Defense Articles or Defense Services 
Proposed to be Sold: See Annex under sepa
rate cover. 

<vii> Section 28 Report: Included in report 
for quarter ending 30 June 1982. 

<viii> Date Report Delivered to Congress: 
September 20, 1982. 

POLICY JUSTIFICATION 

BAHRAIN-F-ISF AND F-ISG AIRCRAPT WITH SPARE, 
SUPPORT, IIUNITIONS AND SIDEWINDER IllS· 
SILES 

The Government of Bahrain has request
ed the purchase of two F-5F and four F-5G 
aircraft with initial spares, support equip
ment, munitiond, and 60 AIM-9P3 Sidewind
er missile at an estimated cost of $180 mil
lion. 

This sale is consistent with the U.S. policy 
of assisting other nations to provide for 
their own defense and security by the trans
fer of reasonable amounts and types of mili
tary equipment. Bahrain, although a small 
nation in the increasingly volatile Persian 
Gulf area, is a member of the recently cre
ated Gulf Cooperation Council and seeks a 
modest defense establishment within this 
context. A moderate voice in the region, 
Bahrain is a longtime friend of the United 
States and allows the U.S. Navy access to fa
cilities in the country. 

The aircraft will be used by the Bahrain 
Defense Force to enhance its air arm It will 
provide the country with a modest airborne 
air defense capability to supplement its 
ground air defense systems. 
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The sale of this equipment and support 

will not affect the basic military balance in 
the region. 

The prime contractor will be the Nor
throp Corporation of Hawthorne, Califor
nia. 

Implementation of this dale will require 
the assignment of ten U.S. Government per
sonnel and three U.S. contractor representa
tives to Bahrain for two years. 

There will be no adverse impact on U.S. 
Defense readiness as a result of this sale. 
DEFENsE SECURITY AssiSTANCE AGENCY, 

Washington. D.C., September 20, 1982. 
Hon. CHARLEs H. PERCY, 
Chairman. Committee on Foreign Relations, 
U.S. Senate, Washington. D. C. 

DEAR MR. CHAIRMAN: Pursuant to there
porting requirements of Section 36(b) of the 
Arms Export Control Act, we are forwarding 
herewith Transmittal No. 82-86 and under 
separate cover the classified annex thereto. 
This Transmittal concerns the Department 
of the Navy's proposed Letter of Offer to 
Spain for defense articles and services, esti
mated to cost $2,999 million. Shortly after 
this letter is delivered to your office, we 
plan to notify the news media of the unclas
sified portion of this Transmittal. 

Sincerely, 
PHILIP C. GAST, 

Director. 

[Transmittal No. 82-861 
NOTICE OF PROPOSED ISSUANCE OF LETTER OF 

OFFER PURSUANT TO SECTION 36(b) OF THE 

ARMS EXPORT CONTROLS ACT 
(1) Prospective Purchaser: Spain. 
(ii) Total Estimated Value: 

MiUions 
Major defense equipment 1 ••••••••••••••••• • $2,034 
Other....................................................... 965 

Total .............................................. $2,999 
<ill> Description of Articles or Services Of

fered: Eighty-four F/A-18A aircraft with 24 
spare F-404 engines, spare parts, ground 
support equipment, contractor technical 
services, contractor training, program man
agement, and co-production of various com
ponents. 

<iv> Military Department: Navy <SBQ>. 
<v> Sales Commisson, Fee, etc., Paid, Of

fered, or Agreed to be Paid: None. 
(vi) Sensitivity of Technology Contained 

in the Defense Articles or Defense Services 
Proposed to be Sold: See Annex under sepa
rate cover. 

<vi1> Section 28 Report: Case not included 
in Section 28 report. 

(vill) Date Report Delivered to Congress: 
September 20, 1982. 

PoLICY JUSTIFICATION 
SPAIN-F/A-18A AIRCRAPT 

The Government of Spain <GOS> has re
quested the purchase of 84 F/A-18A aircraft 
with 24 spare F-404 engines, spare parts, 
ground support equipment, contractor tech
nical services, contractor training, program 
management, and co-production of various 
components at an estimated cost of $2,999 
million. 

The sale will contribute to the foreign 
policy and national security objectives of 

the United States by improving the military 
capabilities of Spain; furthering NATO ra
tionalization, standardization, and interop
erability; and enhancing the defenses of the 
Western Alliance. 

The Spanish Air Force needs these air
craft to replace the fighters in the current 
Spanish inventory which are based on 
1960's technology. This sale will enhance 
the readiness of the GOS to meet external 
aggression, develop increased equipment 
commonality between U.S. Forces and those 
of Spain, and enable the GOS to carry out 
its mission in support of its new NATO com
mitments. 

The sale of this equipment and support 
will not affect the basic military balance in 
the region. 

The prime contractor will be the McDon
nell Douglas Corporation of St. Louis, Mis
souri. 

Implementation of this sale will require 
approximately 14.4 man-years of effort in 
Spain from various U.S. Government agen
cies with an additional 13 man-years of sup
port from various contractor personnel 
starting in FY 82 and lasting through FY 
89. 

There will be no adverse impact on U.S. 
defense readiness as a result of this sale. 

DEFENSE SECURITY ASSISTANCE AGENCY, 
Washington. D.C., September 20, 1982. 

Hon. CHARLES H. PERCY, 
Chairman. Committee on Foreign Relations, 
U.S. Senate, Washington. D.C. 

DEAR MR. CHAIRMAN: Pursuant to the re
porting requirements of Section 36(b) of the 
Arms Export Control Act, we are forward
ing under separate cover Transmittal No. 
82-84, concerning the Department of the 
Air Force's proposed Letter of Offer to Bel
gium for defense articles and services in 
excess of $50 million. Since most of the es
sential elements of this proposed sale are to 
remain classified, we will not notify the 
news media. 

Sincerely, 
PHILIP C. GAST, 

Director. 

[Transmittal No. 82-841 
NOTICE OF PROPOSED ISSUANCE OF LETTER OF 

OFFER PURSUANT TO SECTION 36(b) OF THE 

ARMS EXPORT CONTROLS ACT 
(i) Prospective Purchaser: Belgium. 
(ii) Total Estimated Value: <Deleted.) 
<ill> Description of Articles or Services Of

fered: <Deleted.) 
<iv> Military Department: Air Force <SVI>. 
<v> Sales Commission, Fee, etc., Paid, Of

fered, or Agreed to be Paid: None. 
<vi> Sensitivity of Technology Contained 

in the Defense Articles or Defense Services 
Proposed to be Sold: See Annex under sepa
rate over. 

<vii> Section 28 Report: Case not included 
in section 28 report. 

<vill> Date Report Delivered to Congress: 
September 20, 1982. 

POLICY JUSTIFICATION 
<U> This sale will contribute to the foreign 

policy and national security objectives of 
the United States by improving the military 

capabilities of Belgium; furthering NATO 
rationalization, standardization, and inter
operability; and enhancing the defenses of 
the Western Alliance. 

<U> The sale of this equipment and sup
port will not affect the basic military bal
ance in the region. 

<U> The prime contractor will be the Gen
eral Dynamics Corporation of Ft. Worth, 
Texas. 

<U> Implementation of this sale will not 
require the assignment of any additional 
U.S. Government or contractor personnel to 
Belgium. 

<U> There will be no adverse impact on 
U.S. defense readiness as a result of this 
sale.e 

QUORUM CALL 
Mr. STEVENS. Mr. President, I sug

gest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded, 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. STEVENS. Mr. President, there 
is a prior order for convening on 
Monday next, is there? 

The PRESIDING OFFICER. The 
Senator is correct. 

Mr. STEVENS. What is that hour? 
The PRESIDING OFFICER. The 

hour is 11 a.m. on Monday. 
Mr. STEVENS. I thank the Chair. 

RECESS UNTIL 11 A.M. ON 
MOJ>t.~AY, SEPTEMBER 27, 1982 
Mr. STEVENS. Mr. President, there 

must be something to the fact that the 
Presiding Officer and I are the two 
Senators from the State farthest away 
that leaves us here on Friday after
noon at this time. 

I ask unanimous concent that the 
Senate stand in recess in accordance 
with the prior order. 

There being no objection, at 4:40 
p.m. the Senate recessed until 
Monday, September 27, 1982, at 11 
a.m. 

CONFIRMATIONS 
Executive nominations confirmed by 

the Senate September 24, 1982: 
APPALACHIAN REGIONAL COIDIISSION 

Winifred Ann Pizzano, of Virginia, to be 
Federal Cochairman of the Appalachian Re
gional Commission. 

Jacqueline L. Phillips, of Maryland, to be 
Alternate Federal Cochairman of the Appa
lachian Regional Commission. 
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