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DISASTER RELIEF SUPPLEMENTAL APPROPRIATIONS 
FOR FISCAL YEAR 1973

W ED N ESD A Y , JU L Y  26 , 19 72

U.S. Senate,
Subcommittee of the T reasury,

U.S. P ostal Service, and General Government,
Washington, D.C.

The subcommittee met at  2 p.m., in room 1114, New Senate Office 
Building, Hon. Joseph M. Montoya (chairman) presiding.

Presen t: Senators M ontoya,  Boggs, and Young.

EXECUTIVE OFF ICE  OF THE PRESIDE NT  

Office of E mergency Preparedness 

ST A T E M E N T  OF G. A.  L IN CO LN , D IR EC TO R

ACCO M PA N IE D  B Y :
R IC H A R D  M U R R A Y , A SSIS T A N T  G EN E R A L  CO UNS EL  
K E N N E T H  M O SIE R, CONGRESS IO NAL L IA IS O N  O FFIC E R  
JA M E S  DOKKEN , S T A F F  A SSIS TA N T
RO BERT VO LL AN D,  BUD GET O FFIC E R

BUDGET REQUEST FOR DISASTER RE LIEF

Senator Montoya. The subcommittee will come to order.
Mr. Lincoln, we are pleased to have you appear before the subcom­

mittee  this afternoon in support of the $200 million supplemental 
request for disaster relief which is contained in House Document 
92-325, dated July 17, 1972. This request is to provide State and 
local governments as well as individual victims assistance in the 
form of temporary housing, unemployment compensation, and 
restoration  of s treets, roads, bridges, buildings, and utilit y systems.

HO US E DOCUM ENT  9 2 -3 2  5

The sum requested is in addition to the $292,500,000 recently 
appropriated in the 1972 supplemental and the regular fiscal year 
1973 appropria tion bills. Pert inen t data  from House Document 92- 
325 will be placed in the record at this point.

(The data follows:)
(1)
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[H. Doc. 92 -325 , 92d Cong., fir st sess .]

S u pple m e n t a l  A p p r o p r ia t io n s  T o Aid  Vic tim s  of 
T r o pic a l  Sto rm  A g nes

T h e  W h it e  H o u se ,
Washington, Ju ly  17, 1972.

The S p e a k e r  of t h e  H o u se  of R e p r e s e n t a t iv e s .
Si r : I ask the  Congress to cons ider proposed supp leme ntal appropriation s for

fiscal yea r 1973 in the amounts  of $1,569,800,000 in budget au tho rity and $20,- 
000,000 in proposals not  increas ing bud get  a uthori ty.

These appropr iations, together with a $200,000,000 Federal highw ay emergency 
relief author iza tion request, which will be soug ht separate ly, will provide over 
$1.8 billion in Federal funds to help  repa ir the damage  caused by Tropical Storm 
Agnes.

These funds  will help the hu ndreds  of thousands of Americans who are struggling 
to rebu ild the ir lives after the  des truction wrou ght by Tropical Storm Agnes.
From the earliest days of our  Nation , whenever a disa ster  or hard ship  struck,
Americans have pulled togethe r, neighbors helping neighbors . It  is fitting  th at  
we car ry on this  tradit ion  now, in the  wake of the  worst na tura l disas ter in 
American history, in t erms of pr operty damage and the  extent  of terr ito ry affected.

The deta ils of these  proposals are set  forth in the  enclosed le tte r from the  
Director  of the  Office of Managem ent and  B udget wi th whose comments I  concur. •

Respectfu lly,
R ic h a r d  N ix o n .

Enclosure.
E x e c u t iv e  O f f ic e  o f  t h e  P r e s id e n t ,

O f f ic e  o f  M a n a g em en t  and  B u d g e t ,
Washington, D.C., Ju ly  17, 1972.

The P r e s id e n t ,
The White House.

S i r : I have  the honor to sub mit for your consideration proposed supplemen tal 
appropriat ions for fiscal year 1973 in the  following amounts :

Other proposals 
Budget not Increasing 

authority  budget authority

Federal fun ds:
Funds appro priated to the  President:

Appalachian regional development program s.................................................. $1 6,00 0,00 0
Disaster re lie f............................................................................................................. 20 0,00 0,00 0

De pa rtm ent of Agriculture.............................................................................................  1.8 00, 000
De pa rtm en t of Commerce............................................................................................... 40 ,0 00 ,000
Corps  of Engineers, civ il .................................................................................................. 12 ,000 ,000
Small Business Adminis tra tion...................................................................................... 1 ,3 00, 000 ,0 00

To tal, Federal funds.................................................................................................... 1.5 69, 800 , 000

$20,000,000

20 ,00 0, 000

This supp lementa l appropria tion  request provides  more than $1.5 billion in new 
appropr iations to aid the  victims of Tropical Storm Agnes, as announced in your  
radio address of July 12, 1972. T he new appropria tions  include:

—Small Business Administ ration, $1.3 billion, p roviding low in terest  loans to an )
est imated 115,000 home owners  and 6,000 businessmen who have susta ined 
damages from the flood waters .

—President’s Disaster Relief Fund, $200 million, provid ing Sta te and local 
governments as well as indiv idua l victims assistance in the form of tempora ry 
housing, free food coupons, unemployment compensation, and  resto ration of 
stre ets,  roads, bridges, build ings and uti lity  systems.

—D epa rtm ent  of Commerce, Economic Development  Administration , $40 
million, to help in the recovery of economic act ivity thro ugh  technical assist­
ance and  planning  and selected projects in damaged communities.

—Appalachian Regional Commission, $16 million, primarily  for subsurface 
stabilization for communities where ground surfaces were weakened and  
endangered by flood waters . Funds for planning and housing gran ts also will 
be provided .

—D epa rtm ent  of the Army, Corps of Engineers, $12 million for flood control  
projects in the Susquehanna Riv er Basin.



—D epa rtm ent  of Agriculture, Farmers Home Administ ration, $1.8 million to 
provide staff supp ort for the increased num ber of loans being made to flood 
victim s in rura l areas.

In add ition to these requests for supplemen tal appropr iations, we are proceed­
ing wi th a $200 million program to repair and reco nstruct the  Federal aid highway 
system damaged by the flood. The proposed authorization for th is program will be 
transm itte d separa tely. An add itional  $50 million will be provided for relief of 
flood vic tims by the reprograming  of funds by the  Depar tment  of Commerce for 
the  rep air of public works, by the Depar tment  of Labor to hire workers for cleanup 
and resto ration, and by the De par tment  of Housing and Urb an Development to 
assist communities in planning their  reconstruct ion efforts.

In total,  these actions will provide over $1.8 billion in Federal funds to help 
repa ir the damage caused by Trop ical Storm Agnes. This is the largest single effort 
ever underta ken  by the Federal Government to provide aid for victims of a 
natura l disaste r.

The detai ls of these proposed  appropriations  and  o the r provisions are set for th 
in the enclosures to this letter. I have carefully reviewed all of the proposals  con­
tained in this  document and  am satisfied  th at  the  requests are necessary and  
urge nt at  this  time. I recommend therefore th at  these  proposals  be transm itte d 
to the  Congress.

Respectful ly, Caspar W. Weinberger.

EX EC UT IVE OF FICE  OF TH E PR ES ID EN T
D IS A S T E R  R E L IE F

For  an additional amount  for “Disaster relief,” $200,000,000, to remain 
available until  expended: Provided, That n ot to  exceed 3 per centum  of the 
foregoing amount shall be avai lable  for adm inis trat ive expenses.

This proposed  supplemen tal will provide relief under the  provisions of the  
Disaster Relief Act of 1970 to the areas devasta ted  by Hurrican e Agnes. The 
unprecedented  damage, toge ther  with the  uncertain  schedule of Congress for the 
remainder of calendar y ear 1972 makes i t prudent to  r eque st these funds to ensure  
th at  relief may be provided as expeditiously as possible.

G A LLU P, N E W  M E X IC O : FL OOD DAM AG E

Senator  Montoya. Before we proceed with your justifications with 
respect to this request, Mr. Lincoln, I would like to ask you something 
about  the recent flood situa tion in the Gallup area of New Mexico. 
We have received s tatem ents  from the Governor of New Mexico as 
well as from my New Mexico office with respect to the flood damage in 
the Gallup area. In the city of Gallup’s urban renewal section, over 
100 homes have been ruined. This damage has, in my opinion, oc­
curred part ly because of faul ty engineering and planning by the 
Bureau of Public Roads and others. I hope I am wrong in my assump­
tion. I mention this not by way of criticism but  by way of additional 
justifica tion for getting aid to the flood victims as quickly as possible.

I understand tha t you have looked into this situat ion during the 
last few days and are still evalua ting it. What  can you tell me about 
it at this time?

Mr. Lincoln. We knew of the flood in Gallup, N. Mex., immedi­
ately, almost as it  occurred. We have been in touch with the Governor 
and his authorities  about the matter.

The Governor’s formal request for assistance to the President is 
dated July 25. It  was presented—as it should be under usual circum­
stances—to my regional director in Dallas. It  arrived in my office just 
before I came to this meeting. I have asked the regional director for 
his records and an evaluation of the matte r. These should get to me 
this afternoon. We will take action expeditiously on the Governor’s 
request.
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I will now make a few comments on what happened. Mr. Chairman, 
I am sure you know everything that  I am about to say and more. This 
was in the nature of a flash flood, apparently, with damage along the 
riverbanks where approximately 200 families were evacuated. There 
were no deaths  or injuries reported.

The Small Business Administration reports tha t 113 homes sustained 
major or minor  damage and 37 businesses sustained such damage. The 
Small Business Administration has already designated McKinley 
County as eligible for long-term, low-interest disaster loans.

HOUSING FOR  FLOOD VICTIMS

Senator Montoya. The immediate need is for some kind of an 
emergency operation for the provision of housing for the flood victims, 
is it not?

Mr. Lincoln. Tha t is correct, sir. The extent of this need is p art of 
our survey.

Senator Montoya. I do hope that your office will no t wait too long 
and will expedite this mat ter so t ha t immediate arrangements can be 
made.

Mr. Lincoln. Yes we will. Housing for the people comes first. Our 
first effort is to take care of the people. Next, we help clean up the area 
so that those who can get back into their homes will be able to do so.

Senator Montoya. If there is damage to the structu res to the point 
where they will be rendered useless, I hope th at you will look into the 
relocation and resettlement of these people somewhere else.

Mr. Lincoln. I understand your point on the urban renewal 
aspects which could involve action to help move these people out of 
the flood plain. It  is a very desirable thing to do if it  can be accomp­
lished.

Senator  Montoya. I hope you will expedite your consideration of 
this problem.

Mr. Lincoln. We certainly will. In fact, it is already being expedited.
Senator Montoya. Thank you. Please proceed with the rest of 

your testimony in support of the  supplemental request, Mr. Lincoln.
We might have to declare a recess shortly because we are expecting 
a rollcall vote in the Senate in a few minutes. With tha t understand­
ing, you may proceed.

PREPAR ED  STATEMENT

Mr. Lincoln. Mr. Chairman, I can move very  quickly. With your 
permission, I will ask th at my formal testimony—which was delivered 
to your staff—be placed in the record and tha t I be permit ted to make 
a few remarks. Then, I will attem pt to answer your questions.

Senator  Montoya. Without objection, it  will be made a par t of «
the record at this point. You may proceed to highlight it.

(The st atem ent follows:)
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Mr. C hair m an , Members  o f  th e  C om m it te e,  I a p p r e c ia te  th e  

o p p o r tu n i ty  to  t e s t i f y  on b e h a l f  o f  an e x c e e d in g ly  im p o rta n t 

su p p le m e n ta l a p p r o p r ia t io n  f o r  th e  P r e s i d e n t 's  D i s a s te r  

R e l i e f  Fu nd .

H u rr ic a n e  Ag nes cause d  s i g n i f i c a n t  dam age  in  F lo r id a  and , 

as  i t  moved  n o r th  w it h  t r o p i c a l  st o rm  s t r e n g t h ,  i t  cau sed  

d e v a s ta t in g  f lo o d s  on th e  E a s t C o a s t.  Ag nes has so  f a r  

r e s u l t e d  in  P r e s i d e n t i a l  m a jo r d i s a s t e r  d e c l a r a t i o n s  f o r  

sev en  S t a t e s  - -  F lo r id a ,  V i r g i n i a ,  West V i r g i n i a ,  M ary la nd , 

O hio , P e n n s y lv a n ia , an d New Y or k.  A t o t a l  o f  202  c o u n t ie s  

an d 27 in d e p e n d e n t c i t i e s  have th u s  f a r  be en  d e s ig n a te d  as  

e l i g i b l e  f o r  a m ass iv e  pro gra m  o f  F e d e ra l d i s a s t e r  

a s s i s t a n c e .

T h is  s to rm  g e n e ra te d  re c o rd  f lo o d s  in  m os t o f  th e  s tr e a m s  

an d r i v e r s  in  th e  d i s a s t e r  a r e a ,  from  th e  James  R iv e r  in  

V i r g in ia  n o r th  to  th e  G en es ee  R iv e r in  New Y ork , w it h  

r e s u l t i n g  e x t r a o r d i n a r i l y  h eav y  dam age  to  p u b l ic  f a c i l i t i e s ,  

hom es an d b u s in e s s  e s t a b l i s h m e n ts .  The se  f lo o d s  hav e p la c e d  

u n p re c e d e n te d  dem ands on th e  F e d e ra l d i s a s t e r  a s s i s t a n c e  

pro gra m  an d on th e  P r e s i d e n t 's  D is a s te r  R e l ie f  Fun d.  The 

f i n a n c i a l  im pac t on th e  P r e s i d e n t 's  Fun d i s  p r i n c i p a l l y  

th e  c o s t s  o f  te m p o ra ry  h o u s in g , r e s t o r a t i o n  o f  p u b l ic  

f a c i l i t i e s  an d re m oval  o f  d e b r i s .

On Ju ne  27 , th e  P r e s id e n t  d id  r e q u e s t  a d d i t i o n a l  fu n d s 

f o r  th e  Agn es  d i s a s t e r  to  c a r ry  us  o v e r u n t i l  we c o u ld  make  

a f ir m  e s t im a te  o f  o u r  n eed s  f o r  F is c a l  19 73 . The  C ongre ss  

re sp o n d ed  im m ed ia te ly  to  t h i s  r e q u e s t  in  P u b li c  Law 9 2 -3 3 7 , 

s ig n e d  by  P r e s id e n t  Nixon  on  J u ly  1 , w it h  an  a p p r o p r ia t io n
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o f  $200  m i l l io n  f o r  th e  P r e s i d e n t ’ s D is a s te r  R e l i e f  Fu nd .

We hav e com ple te d  th e  f i r s t  su rv e y  on w hi ch  we ca n now

b ase  e s t im a te s  o f  th e  c o s t s  w hi ch  m us t be b o rn e  by t h i s

Fun d in  e x e c u ti n g  m an d a to ry  p ro g ra m s.  On th e  b a s i s  o f

th a t  s u rv e y , th e  P r e s id e n t  d id ,  in  h i s  m es sa ge to  th e

C ongre ss  o f  J u ly  17, ask  f o r  th e  a p p r o p r ia t io n  o f  an

a d d i t i o n a l  $200  m i l l io n  to  th e  D is a s te r  R e l i e f  Fund  to

sp eed  r e p a i r  and r e c o n s t r u c t i o n  o f  p u b l ic  f a c i l i t i e s  and *

to  p ro v id e  o th e r  r e l i e f  an d re c o v e ry  m e a su re s , su ch  as

te m p o ra ry  h o u s in g . I am h e re  b e fo re  you to  s u p p o r t t h a t

r e q u e s t .

Our c u r r e n t  e s t im a te s  a r e  t h a t  F e d e ra l a id  in  th e  form  

o f  lo a n s  an d g ra n ts  to  t h i s  h u r r ic a n e  an d f lo o d - a f f e c t e d  

a r e a  w i l l  be  on th e  o rd e r  o f  $2 .5  b i l l i o n .  Of t h i s  t o t a l ,  

o v e r  $600 m i l l io n  w i l l  be  draw n fro m th e  P r e s i d e n t ’s 

D i s a s t e r  R e l ie f  Fund f o r  m andato ry  a c t i v i t i e s .  The se  

w i l l  b e ,  by f a r ,  th e  g r e a t e s t  sums e v e r  p ro v id e d  by th e  

F e d e ra l  G ov er nm en t,  b o th  in  t o t a l  an d fro m th e  P r e s i d e n t 's  

Fund,  f o r  a s in g le  d i s a s t r o u s  o c c u r re n c e .

I have a l r e a d y  a l l o t t e d  mo re th a n  $93 m i l l io n  from  th e  

P r e s i d e n t ’ s Fund  f o r  r e c o v e ry  wo rk in  th e  Ag nes a f f e c te d  

S t a t e s .  We a re  go in g  to  nee d much m ore , an d wou ld  a lr e a d y  

ha ve  d i s t r i b u t e d  mo re b u t f o r  th e  f a c t  t h a t  we a re  o p e ra t in g  

in  p a r t ,  th ro u g h  a s s ig n m e n ts  to  o th e r  F e d e ra l A g e n c ie s , su ch
«

as to  HUD f o r  h o u sin g  an d to  th e  Cor ps  o f  E n g in e e r s , to  

a s s i s t  in  d i s a s t e r  a r e a s  on a re im b u rs a b le  b a s i s .  In  th e  

sev en  S ta te s  f o r  w hi ch  th e  P r e s id e n t  has d e c la r e d  d i s a s t e r s  

b e c a u se  o f  th e  Ag nes  s to r m s , we e s t im a te  $40 0 m i l l io n  w i l l  

be  needed  d u ri n g  FY 1973, w it h  th e  m ajo r p o r t i o n  go in g  to



7

New Yo rk  an d P e n n s y lv a n ia . T his  $200 m i l l i o n  r e q u e s t ,  f o r  

w hi ch  I am h e r e ,  an d th e  $200  m i l l io n  g ra n te d  a t  th e  en d 

o f  FY 1972, w hi ch  I m en ti o n ed  e a r l i e r ,  sh o u ld  m ee t Agnes  

re q u ir e m e n ts  f o r  F i s c a l  Y ea r 19 73 .

In fo rm a ti o n  on th e  s p e c i f i c  needs f o r  d i s a s t e r s  w hi ch  w i l l  

r e q u i r e  fu n d in g  in  FY 1973  i s  c o n ta in e d  in  th e  m a te r i a l  

w hi ch  has been  s u b m it te d  to  th e  C om m it te e.

L eav in g  a s id e  th e  r e q u i r e m e n ts , an d a p p r o p r ia t io n s  th u s  

f a r ,  f o r  A gn es , th e  C on g re ss  d id  a p p r o p r ia te  $ 9 2 .5  m i l l io n  

in  th e  FY 197 3 a p p r o p r ia t io n s  b i l l ,  an d ab o u t $2 m i l l io n  

re m ain ed  from  19 72 . From  t h i s  $95 m i l l i o n ,  23 a l r e a d y  

d e c la r e d  d i s a s t e r s ,  o th e r  th a n  th o s e  d e c la r e d  f o r  A gn es , 

w i l l  r e q u i r e  fu n d in g  o f  a b o u t $63 m i l l i o n  in  F i s c a l  

Yea r 19 73  an d $32 m i l l i o n  i s  p la n n e d  f o r  a d d i t i o n a l  

d i s a s t e r s  t h a t  may o c c u r  in  t h i s  f i s c a l  y e a r .

I re c o g n iz e  t h a t  th e  a s su m p ti o n  t h a t  c u r r e n t l y  a v a i l a b le  

fu nds p lu s  th e  a p p r o p r ia t io n  we r e q u e s t  to d ay  w i l l  be  

s u f f i c i e n t  b o th  to  do kno wn work an d to  p ro v id e  f o r  

d i s a s t e r s  in  F i s c a l  19 73  t h a t  ha ve  n o t y e t  been  d e c la r e d  

may p ro v e  o v e r ly  o p t i m i s t i c .  I f  we a r e  p ro v e n  o v e r ly  

o p t i m i s t i c ,  an d do need  a d d i t i o n a l  f u n d s , we w i l l  make 

a s u p p le m e n ta l r e q u e s t  wh en th e  nee d i s  c l e a r .

I g r e a t l y  a p p r e c ia te  y o u r pr om pt  a t t e n t i o n  in  i n i t i a l l y  

p ro v id in g  fu nds to  m ee t em erg en cy  needs in  th e  Ag nes 

d i s a s t e r  a r e a s .  I u rg e  t h a t  you ap pro ve o u r e q u a l ly  im p o r ta n t 

f u r t h e r  r e q u e s t ,  an d make a v a i l a b le  an  a d d i t i o n a l  $20 0 m i l l io n

to  m ee t th e  c o n ti n u in g  n eed s  o f  r e h a b i l i t a t i o n  an d re c o v e ry .



IN TR OD UC TI ON  OF AS SOCIA TES

Mr. Lincoln. Mr. Chairman, I brought with me members of my 
staff: Mr. Mosier of my congressional liaison staff; Mr. Volland, who 
handles my budget matters; Mr. Murray,  my counsel; and Mr. Dokken 
of my disaster assistance staff.

TR OPICAL  STOR M AG NES FLO ODS

I will jus t make a few comments on the status of the Federal 
response to the tropical storm Agnes floods. These floods were ex­
tremely severe. In fact, they were record floods for the Eastern United 
States.

Senator Montoya. I might say by way of in terjection tha t I visited 
the area  a t that  particular time. I was there  on Friday evening and on 
Saturday, when the rivers were at high stage. I am very well acquainted 
with what the flood did by way of damage. This is one of the few 
coincidental situations where a member, presiding over the hearing, 
has firs thand knowledge of what occurred.

Mr. Lincoln. It  is good to find the committee does fieldwork on 
our problems.

The storm was such that  most of the rivers from the James north to 
the Genesee had floods of record. This is extraordinary from the 
standpoint of the widespread impact of the storm. There were 120 lives 
lost, which is too many.

RA PID  CITY , S.  DA K.: FLO OD DAM AGE

The widespread aspect of the  storm is not comparable with disasters 
such as in Rapid City, S. Dak. In Rapid City, they suffered twice the 
number of deaths, with about one-twentieth the number  of families 
affected. In Agnes, wre estimate over 3,000 homes were completely 
destroyed. There were 100,000 homes damaged, of which perhaps 
40,000 had major damage. Between 5,000 and 6,000 small businesses 
were damaged. Quite a few larger industries were severely affected. A 
total of perhaps 125,000 families suffered losses.

This is considerably more damage than tha t done by any previous 
large disaster. Our estimates are tha t over $2 billion in Federal funds 
will be required on the basis of current legislation.

BUD GE T RE QU ES T

Senator  Montoya. I understand tha t this reques t is for $200 
million in addition to the $200 million which we appropriated just  
recently in a supplemental and the $92 million which was contained 
in the regular fiscal year 1973 appropriation bill.

Mr. Lincoln. T hat  is correct. We asked for a supplemental amount 
of $100 million, and $200 million was appropriated. I did state  in 
my lett er to the committees at tha t time tha t we did not know how 
much more money we would need. We knew we needed some more 
immediate ly and tha t we would re turn to the Congress wThen we had 
been able to make a more accurate  estimate of what our needs would 
be for the remainder of the fiscal year.



Senator  Montoya. We now have in the developing picture a tota l of 
$495 million, is that  correct?

Mr. Lincoln. That is correct.
Senator Montoya. Wha t other Federal funds—through loans or 

grants—will be available to complement this particular request?
Mr. Lincoln. This amount of $495 million, some p art  of which is 

already allocated, covers the continuing suppo rt of 23 disasters 
declared in the past, such as Rapid City. It  also covers the expendi­
tures that we anticipate  for disasters yet to be declared in fiscal year 
1973. And it covers what we estimate we will need for the Agnes 
States  during this fiscal year. By the way, we currently estimate the 
total  cost of Agnes to the President’s funds for m anda tory  programs 
we support to be over $600 million. So, we are no t a t this time asking 
for all the money we will need. We are estimating that some of it will 
be needed in the next fiscal year.

FU NDS RE QU ES TE D TO AID VICT IM S OF TR OP ICAL  STOR M AG NE S

Senator  Montoya. Let me interject tha t the Pres iden t’s request 
calls for the Congress to appropriate additional moneys in the following 
categories to aid the flood victims: Funds appropriated to the Presi­
dent through the Appalachian regional development programs, $16 
million; disaster relief, $200 million; Department of Agriculture, 
$1,850,000; Deportment of Commerce, $40 million; Corps of Engineers, 
civil, $12 million; Small Business Administration, $1,300 million; for 
a total of $1,569,850,000. Is that  about it?

Mr. Lincoln. I am here solely to present and defend the $200 
million we need for the President’s Disaster Assistance Fund.

Senator  M ontoya. I  would like to p ut all the pieces into one picture 
and evaluate it all together. The sums which I mentioned amount to 
$1,569,850,000.

Mr. Lincoln. Yes, sir.
Senator Montoya. This is in addition to the  $200 million which we 

provided for by way of a special supplemental appropriation  and the 
$92.5 million which was made available for disaster relief for the fiscal 
year start ing in July and othe r proposals?

Mr. Lincoln. Yes, sir.
Senator Montoya. So, all together, there is approximately $1,862 

million available for disaster relief through small business loans and 
other categories of grants  or aid, highway construction and supple­
mental grants by the Appalachian Regional Commission within the 
orbit of what I have just mentioned, is tha t correct?

Mr. Lincoln. I think your total  includes the $200 million additional 
we are requesting.

Senator  Montoya. $200 million more in addition to $92 million.
Mr. Lincoln. Not all of this $492 million tha t could be available 

to the President’s fund is, in fact, for the damage from Agnes. It  is 
necessary to continue to supp ort the other 23 open disasters tha t we 
will fund in fiscal year 1973, such as Rapid City, S. Dak.

It  is also necessary to have  funds on hand to finance any newly 
declared disaster such as the one which might be declared for New 
Mexico.

Senator  Montoya. I understand tha t. You can also come back for 
a supplemental. However, you will use these funds if you have to, will 
vou not?
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Mr . L incoln . Yes sir; we will use them .
Se na tor  M ontoya. Th e to ta l figure  which I  now  have  is $1,061,800,- 

000. That  will be the  to ta l am ou nt  ava ilab le to the Pr es iden t throug h 
diff eren t Go vernm ent agencies and through the  Office of Emergenc y 
Prepare dness  for the flood vic tim s in these area s?

Mr. Linc oln . Yes, sir. If  y ou ------
Se na tor  M ontoya. If you  will suspen d for a mi nu te,  we have to go 

to the  Sena te floor for a rollcall .
(Brie f recess.)
Se na tor  M ontoya. Th e subcom mi tte e will come to order. You may 

proceed,  Mr . Lincoln wi th yo ur  tes tim ony.

RE PA IR S TO FE DER AL HIG HW AY  SYSTE M

Mr. Linc oln . Th an k you , ve ry much, sir. I will comm ent th at  in 
addit ion  to the  total which you pro vided before the  recess, there is a 
m at te r of $200 million au thor izat ion for exp end itures  from  the high­
way  fun d to assi st the  State s in rep air ing  the  Feder al aid sys tem . >

Se na tor  M ontoya. I unde rst oo d th at . So, th at  wou ld make it  $2,- 
061,800,000?

Mr. Linc oln . Yes, sir. If  I may  make a few com me nts  desc ribing 
more  speci fically why we need, and how we will use, thi s $200 million  
along wi th a large  pa rt  o f the  rem ain der------

DISA ST ER  relie f: EXPE ND IT U RES AND SA FE GU AR DS

Se na tor  M ontoya. Le t us speak  of how you  will use  the  $495 
million.

Mr. Linc oln . All r ight  sir .
Se na tor  M ontoya. We sho uld  no t forget  the  othe r $200 million 

th at  is stil l in the  till as well as the  $92 m illion  r ecen tly  appro priat ed .
The fir st $200 million supp lem ental  ap prop ria tio n was cons idered 
ra th er  hurri ed ly and  we had no hearings on th at  r equest.  So, I would 
apprec iat e it  very much if you would tell us how you are going  to 
spend it, wha t safeguards  you are  going to impose and wha t cri ter ia 
you  are going to follow in ex ten din g this  pa rti cu lar aid.

Th e Congress is int ere ste d in finding ou t wha t you  are  going to do 
because we wa nt  to avo id the  si tu at io n th at  followed the Los  Angeles 
ea rth qu ak e in the  exte nsion of the aid now req ues ted .

Mr.  Linc oln . Yes, sir; I th ink you  made refe rence to the low 
in ter es t loa n situa tion.

Se na tor M ontoya. Yes;  an d I th ink  in some res pects  the y are 
paralle l. I wa nt  some saf eguards  so th at  I can  assure  the Congress  
th at  thi s money  will be sp en t wi th pru den ce and  with reg ard  for the  
tax pa ye rs of this  country . Tell us wha t you  are going  to do and  how 
you  will spe nd the  sums allowed  and req ues ted .

US E OF TH E PR ESID EN T’S DISA ST ER  R ELIE F FU ND

Mr.  Linc oln . I will try my  be st to give this to you.
Fi rst , we have the  m at te r of 23 open  disasters , othe r th an  Agnes , 

req uir ing  funds in fiscal ye ar  1973. We hav e, in our  est imate s, pro­
vided for $32 million during the rem ain der of the  year  to cover disa s­
ters no t yet  declared. I belie ve this is a very auste re es tim ate . Mr . 
Ch air ma n, it  is below the  r at e which we have been  e xpe nding thu s far .
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As for the actual handling  of the funds re lated to Agnes, as I have 
said, our estimate-is now tha t the damages which must be covered 
by the President ’s fund amount to well over $600 million.

TEM PO R A RY  H O U SIN G

We estimate, for example, tha t it is going to cost us $75 million or 
more for temporary housing. This is an item that has to be supplied 
very rapidly in order to properly house the people.

Senator  M ontoya. H ow do you provide temporary housing?
Mr. Lincoln. We provide  temporary housing first by putting peo­

ple in available rental  housing of reasonable cost which is already 
existent, any available FHA or VA homes.

* Senator Montoya. Is this provided unt il they are relocated?
Mr. Lincoln. It  is provided up to 12 months ren t free. However, 

the requirement is so vast  tha t only a small proportion can be met by 
available housing, so we turn to tra iler homes.

* Senator Montoya. Do you buy the trailers?
Mr. Lincoln. We buy  the trailers, the S tate provides the sites and 

hooks them up.
Senator Montoya. How do you buy them, in the open market?
Mr. Lincoln. This is a mission assignment to the Department of 

Housing and Urban Development. They buy on contract in accordance 
with their contract provisions.

Senator Montoya. Wha t happens to the trailers after you make 
their use available to the particular individuals?

Mr. Lincoln. The occupan t has an option to buy the trailer.
Senator Montoya. The occupant has an option to buy the trailer?
Mr. Lincoln. He may.
Senator Montoya. Is this at the end of the period?
Mr. Lincoln. Yes.
Senator Montoya. Is this less depreciation?
Mr. Lincoln. This is less depreciation and at a reasonable cost; 

that  is, at fair market value. He may buy it through an SBA loan. I 
am not completely cognizant of how HUD handles these trailers 
if they are left over. I do know tha t right now we don’t seem to have 
any significant number left over from previous operations. We are 
rounding up the available trailers in Corpus Christi in case they might 
be needed for use in New Mexico.

We have recently moved some vacated trailers from Buffalo Creek to 
f  a new disaster in West Virginia. We have moved others into Maryland

for the  Agnes disaster.
Senator Montoya. It  is more propitious and economical to move 

trailers into New Mexico from Corpus Christi than to buy new trailers 
R in New York for transfer  to the West.

Mr. Lincoln. Yes, sir; t ha t is what we would do.
I think the demand is going to be so great in the New York and 

Pennsylvania area tha t we may have to call on the trailer manufac tur­
ers outside the area to help meet the demand on time.

D E B R IS  R EM O V A L AND  RO AD  R E P A IR

We have a vast cost ahead of us for the removal of debris curren tly 
estimated at $85 million. The Corps of Engineers in the first phase
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has already moved over $15 million worth of debris, several million 
cubic yards.

We have an extraordinarily high cost  for the destroyed and damaged 
bridges, roads, and streets.

Senator Montoya. Tha t will come out of the highway appro­
priations bill, won’t it?

Mr. Lincoln. Only for the Federa l aid system.
Senator Montoya. Give me the  total  requirement  and w hat would 

be apportioned to the Federal system.
Mr. Lincoln. We currently estimate tha t the Federal system will 

have to provide $170 million and that  the President’s fund, which 
helps the S tate  and local governments, $236 million.

Senator Montoya. What  do you mean by the President’s fund 
providing State and local governments with aid? Do you mean out w
of t ha t appropria tion?

Mr. Lincoln. Yes, sir. The law says tha t we will restore public 
facilities.

Senator Montoya. Was tha t $200 million?
Mr. Lincoln. We est imate, righ t now, tha t the cost will be $236 

million.
Senator  Boggs. That is a grant , that  is not a loan.
Mr. L incoln. Yes, sir, tha t is a grant.
Senator Montoya. Is this for bridges?
Mr. Lincoln. For bridges, streets, and roads.
Senator Montoya. Then there is $200 million for the Federal 

highway system?
Mr. Lincoln. Approximately $170 million is my curren t estimate.
Senator Montoya. So, for all intents and purposes, we are dealing 

here with $236 million for bridges and streets or roads; $80 million 
for the removal of debris and $75 million for temporary housing.
Give us the other figures.

RE ST OR ING PU BLI C FA CIL IT IE S

Mr. Lincoln. We are dealing, according to my curren t estimates, 
with approximately $100 million for public facilities of which the major 
component is to repair sewage treatment plants.

Senator  Montoya. What do you mean by public facilities?
Mr. L incoln. I mean principally  water works and sewage trea t­

ment  plan ts.
Senator Montoya. You don’t mean publicly owned?
Mr. L incoln. I mean publicly owned public facilities.
Senator Montoya. Is tha t municipally owned?
Mr. Lincoln. Yes, municipally.
Senator  Montoya. You are not extending any aid to privately *

owned facilities?
Mr. Lincoln. No, sir. They have available to them the SBA loans.
Senator  Montoya. Tha t is $100 million?

public buildings: repair and replacement

Mr. L incoln. We estimate approximately $33 million for repair 
and replacement of public buildings.

Senator  M ontoya. What  do you mean by public buildings?
Mr. Lincoln. Courthouses and fire stations.
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Senator Montoya. Does th at  include schools?
Mr. Lincoln. We do n ot include those schools funded for repairs

by HEW.
Senator  M ontoya. Why don’t you include schools?

PUBLIC LAW 874:  SCHOOL DISASTER  DAMAGE

Mr. Lincoln. Because there is a separate law for schools.
Senator  Montoya. Is tha t Public Law 815?
Mr. Murray. It  is Public Law 874, also.
Senator  M ontoya. Is th at based on school population and distribu­

tion?
Mr. Murray. That was an amendment to the School Act which 

specifically covers disaster-related damage to public schools, both 
elementary and secondary.

USE  OF PUB LIC LAW 92~874 AND 815 FUNDS

Senator M ontoya. We are having a hard time with Public Law 874 
and 815. The  President has been constr icting this fund and it is already 
committed to different schools throughout  the country . If  the President 
is going to tap it for emergency situations in the flood area, that is 
going to deprive other school distr icts in the country. Have you people 
looked into this and have you made allowances in your recommenda­
tions for any required funds o ut of the Public Law 874 and 815?

Mr. L incoln. I  am personally no t cognizant of the legal or financial 
situat ion of tha t particu lar fund. I am only cognizant that HEW is 
responsible for the repair and replacement of schools.

Senator  Montoya. Public Law 874 funds are in two categories, A 
and B. They are funds allocated by the Federal Government to school 
districts  tha t have a federally connected school population. That is, 
if their parents are working for the Federal Government and if those 
students—those in the A category—live within the Federal com­
pounds. The second category consists of those students who live o ut­
side of the Federal compound whose parents are federally connected 
or employed. Those are the two categories.

The budgets  have already been made by all these school dist ricts. 
Their budgets  depend on Federal funds. The budgets are premised 
upon the allocations and appropr iations by the Congress for the ensu­
ing fiscal year. If you are going to tap tha t fund structure for emer­
gency situat ions in the relief area, you are going to have to rob Peter 
to pay Paul.

Mr. Lincoln. At some time the Congress—I regret  that I don’t 
have detailed knowledge of this—provided in the law tha t HEW will 
repair and replace schools.

Senator Montoya. I am fully aware of tha t. However, Congress 
never anticipated, in tha t legislation, th at we should establish a priority 
because of a flood situa tion and rob the school d istricts in the country 
to take care of this emergency situation. I think the President should 
come in and ask for separate funds to complement the existing fund 
struc ture under Public Law 874 and 815. He could earmark i t especially 
for the flood disaster ares.

Mr. Lincoln. All our estimates are rough.
Senator Young. We understand that .



14

Senator Montoya. Senator Young and I are on the  committee tha t 
funds the schools under Public Law 874 and 815. That is why I 
speak as I do. We have experienced the limitations  placed by the 
adminis tration on helping these school districts in the country .

Mr. Lincoln. You can clearly see what the problem is. Our current 
estimates are t ha t this requirement might run as high as $60 million.

Senator Montoya. $60 million?
Mr. Lincoln. This is rough because the detailed surveys have not 

yet  been made by the Office of Education.
Senator Young. Perhaps we should make inquiry of HEW?
(Response to inquiry follows:)

O f fic e  of  E d u c a tio n — D is a ste r  A id

1. PR OG RAM  P R O V ID IN G  A SS IS TA N C E «

School Assistance in Federally Affected Areas:
Public Law 874—Assistance for current  school expenses in d isas ter areas.
Public  Law 815—Assistance for construction  in disaster areas.

This assistance has top  prio rity  for fund ing and amounts  requ ired have first 
claim on appropriat ions available for Public Law 874 and Public Law 815.
Nature of Assistance

Where a major disas ter has been decla red by the Pres iden t, Federal grants are 
made direc tly to local school dist ricts: to finance normal operation  of e lementary  
and secondary  schools; to repa ir damaged facilities, replace or repair equipment, 
books, and teaching supplies; and to rep air  or replace school facilities destroyed 
or damaged by a disaster.  Under ce rtain condit ions aid may be provided to  pr ivate  
schools serving children who cann ot be accom modated in public schools which 
have been dest royed and will be replaced.
How to Ap ply

Local school officials submit applica tion  through  their S tate  educational agency 
to the  HEW  regional office. Federal sta ff in regions will provide on-si te technical 
assistance in preparing and filing app licat ions .
Estimate of Assistance Required for Schools Damaged by Hurricane Agnes

Based upon estim ates for repair , repla cement, or restoration  of school facilities 
to perm it normal operat ions (funded under  Public Law 874, $43 million.

For  replacem ent of school facilities  (funded under Public Law 815), $3 million.

F E D E R A L  GRANTS

Senator MontoYa. I am trying to cover the whole funding which 
now totals, Senator Young, according to my figures, $2,061,800,000.
This is including $495 million under  disaster relief.

Senator Young. I would like to know what percentage of local 
funds are being used, or, do you bear  all the costs of repairing a bridge 
or a road?

Mr. Lincoln. We do not operate  on a matching fund basis with 
the President’s disaster relief fund for restoring damaged facilities.

Senator  Montoya. As I understand  your testimony and the law, *
your auth ority  is confined to temporary housing and removal of 
debris, the repair of streets and other public facilities, highways and 
bridges?
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Mr. Lincoln. Yes, the repair of all public facilities.
Senator Montoya. Are those on a 100-percent grant basis from 

your agency?
Mr. Lincoln. We supervise the repair and restoration and, in this 

particular case, we are operating with a major mission assignment to 
the Corps of Engineers to get things started quickly. They have a 
vast organization.

B U IL D IN G  AN D B R ID G E  R E P L A C E M E N T

Senator Young. For example, if a courthouse or a public building 
were almost totally  destroyed and they wanted to build a new one, 
could you give them a g ran t as a par t of th at construction?

Mr. Lincoln. If they wish to build a bigger one, they will be given
* the funds equal to the price of the old one.

Senator Montoya. What about bridges?
Mr. Lincoln. The same goes for bridges.

* Senator Montoya. In other words, you would take into considera­
tion the age of the bridge and when it was constructed?

Mr. Lincoln. We opera te simply by repair or replacement.
Senator Montoya. Would you replace it  as new?
Mr. Lincoln. Yes. We don’t operate on a depreciated value basis 

for bridges.
Senator  Montoya. Would you with respect to public buildings?
Mr. Lincoln. No sir, a courthouse is a courthouse.
Senator Montoya. If your courthouse was buil t 20 years ago for 

$1 million and the cost to repair i t today was $2 million, what kind of 
of a gran t would you make?

Mr. Dokken. We would put  back a comparable facility. However, 
we would not put  back a facility tha t provides additional  space.

Senator M ontoya. Would you provide $2 million, if t ha t is what it 
would cost today?

Mr. Dokken. Yes, if t ha t is what it would cost today.
Senator Montoya. You would replace i t as new?
Mr. Dokken. It  is not a be tterm ent though.

U N E M PL O Y M E N T  AN D M EDIC AL CA R E

Mr. Lincoln. May I mention a couple of programs tha t are rela­
tively small, in dollar terms, but are important?  There is disaster 
unemployment assistance. We will assist individuals who are unem- 

f  ployed by the disaster situat ion and who are not covered by the regular
State program. There are also private,  nonprofit medical care fa­
cilities for which we estimate about $20 million to replace. We xvill 
restore these.

Our largest expense th us far in this category is the loss experienced 
in the San Fernando earthquake.

81 -5 11  0 — 72-------2
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PR EVENTIV E HE AL TH  ME AS UR ES

Senator Montoya. What about  hospital and medical charges re­
sulting from disease caused by the flood?

Mr. L incoln. I would say no, these have not been funded; not in my 
experience. We do have preventive health measures, such as mosquito 
spraying.

Senator Montoya. What abou t people who have gone to the hos­
pital after a night of exposure?

Mr. Lincoln. No sir. This is often covered by the Red Cross.

LO AN S AND GRA NTS

Senator B oggs. That $2,061 million figure is not  total  grants, is it?
Mr. Lincoln. No, sir. *
Senator Boggs. Will you indicate what percentage is in grants?
Mr. Lincoln. $1.3 billion is for appropriation for SBA loans. Then, 

the FRA  portion of that is only $1.8 million.
Senator  B oggs. The $1.8 million of administrative money will sup- *

port up to $170 million of loans to farmers?
Senator Montoya. Guaranteed  loans? $2,500 of each loan is sub­

ject  to forgiveness. Actually, it is a gift.
Senator Young. Isn’t th is being increased to $5,000‘.
Senator Montoya. Yes, under proposed legislation. I t has already 

passed the Senate. What would you estimate the average loan to be ?
Mr. Lincoln. The average loan varies with the locality. As I recall, 

it has not been much more than  $4,000 in places like Buffalo Creek, 
where we had bad floods. I was told by SBA tha t they estimated tne 
average loan in Pennsylvania and in southwestern New York would be 
close to $8,000 because of tne heavier damage done, and the heavier 
form of construction and th at  sort of thing.

Senator Montoya. The changes are tha t five-eights of the loan 
would be forgiven if $8,000 was loaned out.

Mr. Lincoln. That may be one of the most massive g rant  program 
that the United States has ever had.

Senator Boggs. When is it  forgiven?
Senator M ontoya. It  is immediate.
Mr. Lincoln. If i t has been justified by damage.
Senator Montoya. It  is forgiven immediately a fter $500 of the loan 

is repaid. The proposal is that  the $500 provision be eliminated so t ha t 
you could st ar t with a gran t on the first dollar.

Senator Young. Forgiveness would apply immediately? >
Mr. Lincoln. Yes, sir.
Senator Boggs. How do you mean that, depending upon the damage?
Mr. Lincoln. When considering a grant,  SBA makes a final appraisal 

of damages. The amount of the loan, including the  grant, cannot be in *
excess of the damage.

DAMA GE AS SE SSME NT

Senator  Montoya. Do you cooperate with them in the assessment of 
the damage?

Mr. Lincoln. They handle their own damage assessment with their 
own appraisers. In this particular situation, they have gone to a con­
tract with a large appraisal firm which does work for insurance 
companies.

Senator  Montoya. Have they changed their procedures since the 
earthquake in Los Angeles?
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Mr. Lincoln. I would say yes. They have gotten a much more 
effective and larger appraisal  service. The bottleneck in this business 
is appraising.

Senator Montoya. Charges were made that in the Los Angeles 
area, people called in and said they had cracks all over tho walls. 
They were taken at face value and loans given based on tho appraisal.

Mr. Lincoln. This charge was made. I think  it was exceptional, 
rath er than the rule.

Senator Montoya. 1 don’t think so. Several people told me abou t 
it. I am told the damage claimed included cracks on the wall tha t 
antedated tho oarthquake.

Mr. Lincoln. Sometimes it  is hard to tell when the crack got there. 
However, it  is a bi t easier to appraise a flood.

Senator Montoya. The person who lived in his own home would 
know when the crack occurred.

Mr. Lincoln. But, he might not always tell you.
Senator Montoya. I don’t want a situation like th at occurring here 

under this appropriation. Certainly, if we had any jurisdiction over the 
SBA lending, I  would insist  on the same thing there, too.

I think the taxpayers are entitled to more prudence with respect to 
the expenditure of their money.

Mr. Lincoln. I assure you, Mr. Chairman, we are trying to be 
prudent in the expenditure of these funds. At the same time we are 
trying to expedite this. We are trying to take care of the people.

E X P E N D IT U R E  SA FEG U A R D S

Senator Young. Now when wo have this $5,000 forgiveness, I wish 
some good safeguards could be placed around it.

Senator Boggs. That $5,000 has not  been enacted  yet.
Senator Young. The Senate has acted on it. The o ther bill has come 

from another committeo and it hoped to have the same provision in 
both bills.

Senator Boggs. Put  them together you mean?
Senator Young. Yes, so they both provide tho same thing.
Senator Montoya. I jus t want to express our concern and inform 

you tha t we will followup on the expenditure of these funds. We are 
certainly  going to ask how this money was spent la ter on.

Mr. Lincoln. I assuro you, Mr. Chairman, we have very precise 
procedures for the expenditure  of these funds. These aro tried pro­
cedures and we arc specialists in the business. Among other things, I 
will say wo have a good auditing staff.

A D M IN IS T R A T IV E  CO ST S

Senator Montoya. You are asking for special language in this 
appropriation so tha t not  to exceed 3 percentum of tho amount ap­
propriated shall bo available for administrat ive expenses.

Mr. Lincoln. This language is not special to this request. It has 
boon a standard  item in appropriat ions requests for tho President’s 
fund.

Senator Montoya. Three percent of the total  amount requested is 
nearly $15 million. You also have available to you funding for the 
present personnel which you have. The Corps of Engineers is going 
to do par t of this work of appraisals and evaluations of the damage.
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You are going to have the highway department in there as well as 
the Bureau of Public Roads expending their own funds for whatever 
services their  personnel lend. ou are going to have the Agriculture 
Depa rtment do the same thing. You are also going to have the Small 
Business Administration doing a lot of this work too. Why do you need 
$15 million to administer 118 positions which you now have on board? 
Isn’t that too large an amount?

Mr. Lincoln. First, the personnel of my agency who operate the 
disaster assistance program are paid from this fund as are all other 
administ rative expenses associated with our work in disasters. Wo also 
pay salaries of persons tha t we hire temporarily. In fact, last week I 
had probably 100 addit ional individuals on the payroll for the Agnes 
disaster areas.

Senator Montoya. The average number of all employees you have 
had during severo disasters is 118 positions. Th at is the average th at I 
come up with in eva luating yo ur men on board during these periods.

Mr. Lincoln. I will ask Mr. Dokken to comment on the admin­
istrative expenses.

Senator Montoya. I have the figures right  hero in front of me.
Mr. Lincoln. Tho administrative expenses are much more than 

payments to personnel.
Senator Montoya. I thou ght administ rative expenses encompassed 

more wagos than  anything elso. I thought tha t would be a substantia l 
par t of it.

Mr. Lincoln. Wages and salaries, office space and travel are ex­
amples of the very considerable costs we have.

Senator Montoya. You have a 3-percent allocation for adminis­
trative expenses in prior appropriations .

Mr. Lincoln. Yes, sir.
Senator Montoya. That is why I question the need for this 

language a t this time.
Mr. Lincoln. This is the source of funds to administer  the grant 

aspects of the President’s program and it  has been authorized in every 
previous appropriation. We don’t spend any more than is required by 
the situation, and law states “not  to exceed 3 percent” will be used.

Senator Montoya. But, you have never asked for more than $100 
or $200 million.

Mr. Lincoln. I am sure we did not ask for more th an tha t before.
Senator Montoya. This is $400 million. Shouldn’t there  be a corre­

sponding reduction in t ha t percentage?

PE RSO NNEL

Mr. Lincoln. I can assure you we are not going to expend more 
than we need. In the past  we have returned funds to program elements 
under the “not to exceed 3 percen t” provision.

Senator Montoya. How many positions do you figure you will need 
in addition to what you have on board?

Mr. Lincoln. Current ly, I am considering tha t we may need an 
additional 25 individuals, which is an administra tive expense.

I point out tha t the administrative expenses go far beyond just the 
paym ent of personnel.



Senator  M ontoya. Give me a listing of the categories of the ad­
ministrative expenses that  you anticipate  and the cost of the new 
positions and maybe we can arrive at some medium here. I don’t 
think we should apply the previous formula to this huge amount. The 
previous formula of 3 percent  was on the basis of an average appropria ­
tion of approximately $100 million.

Then, you would come in for an additional $100 million as you did 
in the Los Angeles situat ion. But  we have never had to cope with 
the funding of approximately $500 million. Th at is why I think it 
calls for a different gaging now.

expenditures : administrative and operation

Mr. Lincoln. We will give you a s tatemen t of the types of items 
that fall under the administ rative category. I  will repeat my statemen t 
that  we are not looking to expend all of the 3 percent funds. We expect 
to administer this prude ntly  and if i t costs less than  3 percent, that 
money will become available to the program. If it costs more than 
3 percent,  we will come and ask for a change.

Senator Boggs. Does th at include administrative  costs to the Corps 
of Engineers, to the FHA,  to the SBA?

Mr. Lincoln. The FHA and SBA receive appropr iations for, and 
finance their own programs. The highway people finance their own 
program. We are in the business of giving mission assignments to HUD 
and others and funding their  activities from the President’s fund. It  
is a mat ter of some judgm ent where to cut the line between ad­
ministra tion and operation.

I will not try to list the items tha t we consider administrative, but 
will provide them for the record.

(The information follows:)
P r o je c t e d  Ad m in is t r a t iv e  C ost s

Recently declared major disasters, including the seven declared as the result 
of Agnes, will result in an expansion of the OEP administrative base, the mainte­
nance costs of which have been approximately $3 to $4 million per year in recent 
years. This expansion will result from the high incidence of disasters in a short 
period of time, 30 in the las t six months compared to a previous average of 20 
or so per year; and the very large amounts of damage resulting from the  wide- 
spared devastation caused by Agnes.

The administra tive expenses resulting from a  disaster declaration continue for 
many months, and sometimes years, af ter the occurrence itself.

Since July 1, 1971, there have been 38 declared major disasters, affecting 27 
States. This is the largest number of declarations for any comparable period of 
time in the 22-year history of the disaster relief program. A significant par t of 
the workload will continue into FY 1973 and beyond. Administrative cost esti­
mates provided in the justification material transmit ted to the Committee on 
July 20 were necessarily based on preliminary and fragmentary data  as to what 
will be needed for Agnes and other disasters. These needs may well be greater than 
the amounts reflected in this material.

OEP is currently examining the possibility that additional  permanent personnel 
may be required to meet the  increased adm inistrat ive workload which has been 
generated.

A list of the general categories for which administrative expenses are incurred 
is as follows:

(а) Pay and travel allowances of OEP permanent and temporary employees 
engaged in disaster tasks, and expenses of personnel on invitational trave l 
orders issued by OEP.

(б) Costs of audits of disaster accounts.
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(c) Costs of studies or resea rch rela ting to the  adm inis trat ion  of the pro­
gram, such as con trac t stud ies on disaster audit  procedures and a clearing­
house for disas ter accounts.

(d) Costs of conducting  preparedness  conferences rela ted  to the  Disaster 
Assistance Program.

(e) Activities such as info rma tion  media advertis eme nts in disas ter areas.
(/) Training activiti es such as the film “ Date with  Disas ter. ”
(ff) A pro-rated  share  of the overhead expenses of ope rating the  OEP  

Nat ional Office and OEP Regiona l Offices.

FU N D IN G  R E Q U IR E D  BY D IS A STE R  AREA STA T E S

Senator Montoya. Would you insert, in the record, an estimated 
allocation of requested funds for each of the seven State s declared 
disaster areas?

Mr. Lincoln. Yes, sir, they are: Florida, West Virginia, Virginia, *
Maryland, Ohio, Pennsylvania, and New York. This is with the 
unders tanding tha t these are preliminary because the damage surveys 
have not been completed.

Senator Montoya. Yes, this is tentative. You might  also try to *
gather some data  as to wha t SBA might be doing here by way of 
complementary relief through loans. Can you do that or should we 
direct this to SBA?

Mr. L incoln. I apologize, bu t I am unclear at the thru st of the 
question. We can tell you the SBA estimate.

Senator Montoya. Can you break it down by States?
Mr. L incoln. We can give you a preliminary estimate by State 

of SBA and FHA loans if you will accept that . This es timate  has to be 
guarded very carefully because they are very rough, ball park 
estimates.

Senator Montoya. That is all right. I will be asked on the floor 
by Members who are interested what their State  will receive and 
I want to be prepared to give them your estimate. I will explain tha t 
it is not a fixed figure.

Mr. Lincoln. It  is very preliminary. You can only know when 
you try. When the people come in, a person a t a time, to make their 
loan application.

Senator Montoya. If you would like, please submit the estimated 
expenditures by  Sta te and category. I would appreciate that.

Mr. L incoln. If I may give you the categories, it would be accepted 
for making guesses as to numbers?

Senator Montoya. Fine.
Mr. Lincoln. I assure you we are not going to spend a dollar 

more than we need.
I understand tha t one of the reasons the Congress adopted the 

3-percent rule was tha t it gave latitude to react to a serious disaster 
immediately, without any concern. *

Senator Montoya. We don’t want to compound another disaster.
(The information follows:)
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Sen at or MONTOYA. P ert in en t d a ta  fro m th e ju st if ic at io ns will be 
pla ced i n t h e  re co rd  a t t h is  po in t.

(The d a ta  follows :)

SUPPL EM ENTAL REQUEST  FY 19 73 - 
NARRA TIVE JUST IFI CA TION  

The Disa ster  Rel ie f Act o f 1970, Pu blic Law 91-606, as amended, has 

substa n tia lly  broadened the ben ef its  av ai lable to  d is aste r- str ic ken com­

munities and in d iv id ua ls . This  fa c t , combined w ith  acts  of na ture , has 

resu lte d in  more frequent and costly  di sa ster  de clar at ions . Since the Act *

was passed in  December o f 1970, there have been 47 declared  major disa ster s.  

T h ir ty -f iv e  of these were declared in  fi s ca l yea r 1972, wi th  27 fa ll in g  be- 

tween January 1 and June 30. OEP is  currently adminis tering 77 di sa ster  

agreements and 32 contrac ts fo r  pre -d isast er and f i r e  suppression ass is t­

ance, and fo r  Sta te di sa ster  plan development and maintenance.

Adequate funds are curr en tly  av ai lable fo r 47 o f the 77 disaster 

agreements pres en tly  in  e ff e c t.  OEP estimates  th at FY 1973 funding fo r 

the remain ing 30 disaste rs w il l re quire  aDDroximate ly $460 m il li o n . Of 

th is  amount, $200 m il lio n  became availa ble  through the FY 1972 supp lemental, 

enacted by the Congress on June 30, and $92.5 m il li o n  was appro priate d in  

the regu la r FY 1973 ap prop ria tions  b i l l .  The remainder of the pro jec ted  

requirements w il l be met by ca rry ov er  of funds from FY 1972, and by funds 

contained in  th is  supplemental req uest.  With th is  req uest,  $32 m il lio n  

w il l be ava ila ble  as a contingency fo r  poss ible di sa st er de clarat ions  

dur ing the remainder of  fi s c a l year 1973 from funds prev ious ly appro priate d.

The to ta l o f new budget au th ori ty  being requested is  $200 m il li o n . •>
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF EMERGENCY PREPAREDNESS 

DISASTER RELIEF

M aj or  D i s a s t e r  D e c la r a t io n s  
an d  Fun ds Com m itt ed

FY 19 72  and  FY 1973 to  D at e 
( I n  th o u sa n d s  o f  d o l l a r s )

S ta te T yP-e- D ate  D e c la re d
Fu nd s

Com mitt ed

N ebra sk a S ev e re  s to rm s  a n d  f lo o d in g J u ly  7 , 1971 $ 40 0

M ary la nd S evere  s to rm s  and  f lo o d in g A ugust  17 , 197 1 4 ,4 5 0

New J e r s e y Heavy  r a i n s  and  f lo o d in g S ep te m ber 4 , 197 1 14,3 00

New Yor k S ev ere  s to rm s  and  f lo o d in g S ep te m ber 13 , 1971 5 ,3 00

P e n n s y lv a n ia Heavy  r a i n s  and  f lo o d in g S ep te m ber 18 , 1971 5 ,0 00

Tex as He av y r a i n s ,  h ig h  w in ds S ep te m ber 18 , 197 1 5 ,6 9 0

Ok laho ma

an d f lo o d in g

He av y r a i n s  and  f lo o d in g S ep te m ber 28 , 197 1 49 0

L o u is ia n a H u rr ic a n e  E d i th O c to b e r 13 , 197 1 1 ,2 86

C a l i f o r n i a He avy w in d s , r a i n s ,  f lo o d in g , J a n u a ry  11 , 1972 250

Ok laho ma

an d  ru n o f f  o f  mud an d s i l t

S ev e re  s to rm s  and  f lo o d in g J a n u a ry  14 , 1972 550

M is s i s s ip p i He av y r a i n s  and  f lo o d in g J a n u a ry  19 , 197 2 679

O re go n S evere  s to rm s  and  f lo o d in g J a n u a ry  21 , 1972 7 ,4 00

Tex as Hea vy  r a i n s  and  f lo o d in g J a n u a ry  27 , 1972 250

A rk a n sa s S evere  s to rm s  an d  f lo o d in g J a n u a ry  27 , 197 2 40 0

W ash in g to n S ev ere  s to rm s  and  f lo o d in g F e b ru a ry  1,  197 2 2 ,1 00

W est V i r g in i a S evere  s to rm s  an d  f lo o d in g F e b ru a ry  2 7 , 1972 2 ,4 00

Id ah o S evere  s to rm s  and  f lo o d in g March  2 , 197 2 40 3

M a s s a c h u s e tt s S ev ere  s to rm s  and  f lo o d in g Marc h 6 , 1972 2 ,5 00

M ain e S ev ere  s to rm s  an d  f lo o d in g March  7 , 1972 600
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Fu nd s
S ta t e  Ty pe  D at e D e c la re d  Com mitted

New H am psh ir e S ev ere  s to rm s  an d f lo o d in g Ma rch 18 , 1972 $ 350

W as hin g to n He av y r a in s  an d f lo o d in g Ma rch 24 , 1972 2 ,3 00

C a l i f o r n i a S ev ere  s to rm s  and  f lo o d in g A p r il 5, 197 2 50

M ic hig an S evere  s to rm s  and  f lo o d in g A p r il 5 , 1972 1,4 00

T enness ee F lo o d in g May 15 , 1972 40 0

K en tu ck y S ev ere  s to rm s  an d f lo o d in g May 15 , 197 2 525

Te xa s S e v e re  s to rm s an d f lo o d in g May 20 , 197 2 1 ,6 92

W ash in gto n F lo o d in g June 10 , 1972 1,1 00

N ort h  D akota S ev e re  s to rm s  and  f lo o d in g Ju ne 10, 1972 300

S outh  D akota S ev ere  s to rm s  and  f l o o d i n g Ju ne 10 , 1972 20 ,0 00

F lo r id a H u rr ic a n e  Ag nes Ju ne 23 , 1972 1 ,3 00

New Yo rk S ev e re  s to rm  an d f l o o d in g June 23 , 1972 30 ,5 00

V ir g in i a S ev ere  s to rm  and  f l o o d in g June 23 , 1972 5,5 00

P e n n s y lv a n ia S ev ere  s to rm  an d  f lo o d in g Ju n e 23 , 1972 51,0 00

M ar yla nd S ev e re  s to rm  and  f lo o d in g June 23 , 1972 5,5 00

C a l i f o r n i a Lev ee  b re a k  an d f lo o d in g Ju ne 27 , 1972 500

A ri z o n a S evere  s to rm s  and  f lo o d in g J u ly 3, 197 2 —

W est V i r g in i a S ev ere  s to rm s  and  f lo o d in g J u ly 3, 1972 . . .

Ohi o S evere  s to rm s  and  f lo o d in g

TOTAL

J u ly 19 , 1972

$176 ,8 65

*
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*

FUNDS APPROPRIAT ED  TO THE PRE SIDENT  
DI SA ST ER  RE LI EF

Pro gr am  and F in a n c in g  ( in  th o u sa n d s  o f d o l l a r s )
Identificat ion code IV IV

estimate
IV

estimate

P re s e n t ly  
A v a il a b le

R ev is ed
E st im a te

Pro pose d
S upp le m en ta l

Pr og ram by A c t i v i t i e s :

1.  A d m in is t r a t io n .......................................... 3, 84 9 4 ,0 0 0 151

2. Ai d to  d i s a s t e r  a r e a s .......................... 31 1, 86 1 51 1, 71 0 199 ,8 49

T o ta l pro gra m  c o s t s  fu nded , 
( o b l ig a t i o n s ) ............................................ 31 5, 71 0 51 5, 71 0 200,0 00

F in a n c in g :

U n o b li g a te d  b a la n c e  a v a i l a b le ,  
s t a r t  o f  y e a r ............................................ -3 2 ,3 0 0 -3 2 ,3 0 0

U n o b li g a te d  b a la n c e  a v a i l a b le ,  
en d of y e a r ................................................. 9, 090 9,0 90 - - -

Bu dg et  a u th o r i ty  ( a p p ro p r ia t io n ) 29 2,5 00 492 ,5 00 200,0 00

R e la ti o n  o f o b l ig a t i o n s  to  o u t la y s :

O b li g a ti o n s  in c u r re d , n e t ................ 31 5, 71 0 51 5, 71 0 200,0 00

O b li g a te d  b a la n c e , s t a r t  o f  y ea r 19 7, 13 7 19 7, 13 7

O b li g a te d  b a la n c e , en d o f y e a r . , . -2 40 ,8 47 -3 12 ,8 47 - 7 2 ,0 00

O u tl a y s ........................................................... 27 2,0 00 40 0,0 00 12 8, 00 0
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OB JECT  CLASSIFICATION (in thousands of  dollars)

Identif ica tion code 19
actual

19
estimate

19
estimate

Personnel compensation:
P re se n tl y
A v a il a b le

R evis ed
E st im ate

Pro po se d
Su pple m en ta l

11.1 Permanent pos itions....... 1, 76 1 1, 76 1

11.3 Positions other than permanent 182 242 60

11.5 Other personnel compensation 20 25 5

11.8 Special personal services payments........ . 75 75 . . .

Total personnel compensation 2,0 38 2 ,1 03 65

12.1
Personnel benefits:

Civ ilian........................... 173 173 —

21 .0 Travel  and transportation of persons .... 431 431 . . .

22.0 Transportation of  things 7 7 . . .

23 .0 Rent, communications, and utilities 299 305 6

24.0 Printing and reproduction 25 25 . . .

25.0 Other services __ ____ 191 ,0 95 31 3, 08 3 12 1, 98 8

26.0 Supplies and materials ........ 12 12 —

31.0 Equipment ____ ___ 4 4 . . .

41 .0 Grants, subsidies, and contributions 12 1, 62 6 19 9,56 7 77 ,9 41

9 9 0 Tota l obligations ..... 315 ,7 10 51 5,7 10 200,0 00

T o ta l number o f  pe rm an en t p o s it io n s 100 100 . . .

F u ll - ti m e  e q u iv a le n t o f  o th er  
p o s i t io n s ............................................................ 15 20 5

Ave ra ge  p a id  em ploy men t............................ 113 118 5

Ave ra ge  GS G ra de............................................ 11 .4 11. 4 —

Ave ra ge  GS S a la r y .......................................... $18,9 84 $1 8, 98 4 —

%

V

SUB COMM ITTEE RECESS

Senator  Montoya. Gentlemen, thank you very much. The sub' 
committee will recess.

(Ihe reupon , at 3:10 p.m., Wednesday, July 26, the subcommittee 
was recessed to reconvene at the call of the Chair.)



DISASTER RELIEF SUPPLEMENTAL APPROPRIATIONS 
FOR FISCAL YEAR 1973

FR ID AY , JU LY  28,  197 2

U.S. Senate,
Subcommittee of Departments  of State, J ustice,

Commerce, th e J udiciary, and Related Agencies,
Washington, D.G.

The subcommittee met at 10 a.m., in room S-128, the Capitol, Hon. 
Ernest F . Hollings, presiding.

Present: Senators Hollings , Smith, Hruska, and Young. 

DEPARTME NT OF COMMERCE

STA TEM ENT  OF WIL LI AM  W. BLU NT,  JR., DE PU TY  ASSIS TANT SEC­
RE TA RY  FOR ECONOMIC DEV ELO PME NT

ACCOMPANIED BY :
GUY W. CHAM BERLIN, JR ., ACT ING ASSIS TA NT  SEC RETARY

FOR AD MI NISTRA TION
DA VID  S. NA TH AN , ACT ING DIRECTOR, OFFICE OF BUDGET AN D

PROGRAM AN AL YS IS
THOMAS P. DU NN E,  DEPUTY AS SIST AN T SEC RETARY FOR ECO­

NOMIC DEV ELO PME NT OPER ATIONS  
RIC HARD L. SIN NOTT, DE PU TY AS SIST AN T SEC RET ARY  FOR

POLICY COORDINATION
EDWARD G. CONROY, CH IEF  COUNSEL, ECONOMIC DEV ELO P­

MENT AD MINIST RA TION  
LORIN L. GOODRICH, CHIEF, BUDGET DIVISION

BUDGET ESTIMATE AND JUS TIFICA TIO N

Senator H oldings. The subcommittee will please come to order. This 
morning the committee will consider the 1973 supplemental requests 
submitted in House document 92-325 da ted Ju ly 17, 1972, to aid the 
victims of tropical storm Agnes. The sum of  $40 million is requested 
for the Economic Development Administ ration , and $1,300 million for 
the Small Business Administration disaster loan fund.

Our first witness is the Deputy Assistant Secretary for Economic 
Development, Mr. Will iam W. B lunt, Jr . Mr. B lunt, we welcome you 
to the subcommittee. You may proceed with your statement on the 
EDA request of $40 million. The budget estimates and justifications 
sheets filed in support of the items will be made a p art  of the record.

(The documents fo llow :)
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SUPPLEMENTAL ESTIM ATE

(H. Doc. 92-325)

DEPARTMENT OF COMMERCE

E conomic Dev elopme nt  Adm inistr at ion

DEVELOPMENT FACILITIES

For  an add itional amount for  “Development faciliti es,” $30,000,000: Provided, 
That such addit ional amount  shall not  be subject  to the restrictions of the last 
sentence of Sect ion 105 of the Public Works  and Economic Development Act  of 
1965, as amended.

PLANNING, TECHN ICAL ASSISTA NCE  AND RESEARCH

For  add itio nal  amount for “Plannin g,. technical assi stance and  research ,” 
$9,100,000.

OPERATIONS AND ADMINISTRATION

For  an  add itional  amount for  “Operation s and adm inistration,” $900,000.
These proposed  supplementals will provide funds for public works, planning 

and techn ical assistance, and for ope rations  and adm inistration for  economic 
reconstruc tion.  These funds would as sis t those affected by the Hurric ane  Agnes 
disas ter.

DEPARTMENT OF COMMERCE, ECONOMIC DEVELOPMENT ADMIN ISTR AT IO N 

SUMM ARY SUPPL EMENTAL BUDGET REQUEST, FISCAL YEAR 1973, FUNDING

1973
presently
ava ilable

Revised
est imate

1973
proposed

supplemental

Developm ent faci lit ies_________________________________
Planning, technica l assistance and research_____________
Operations and ad ministra tio n____ ________ ____________

______  $1 60 ,000 ,000
_____________ 22, 368, 000
........................... 23 ,3 63 ,000

$1 90 ,000 ,000  
31 ,4 68 ,0 00  
24, 263, 000

$3 0,00 0,00 0  
9,10 0,  000 

900, 000

To tal. . . . ................ ............................................................ .................... .. 20 5,73 1,00 0 245,  7 31 ,000 40, 000, 000

STATEMENT OF PURPOSE AND NEED

The purpose of this  supplemental is to help in the  recovery of economic 
activ ity thro ugh  technical ass istance , planning, and selected public works 
projects in communities damaged by Hurric ane  Agnes.
Development faciliti es— Suppletnentdl budget request, fiscal year 1913 (Funding)
Presently  avail able,  fiscal yea r 1973_________________________ $160, 000, 000
Revised est imate__________________________________________  190, 000, 000
Proposed supplemental , fiscal yea r 1973---------------------------------  30, 000, 000

STATEMENT OF PURPOSE AND NEED

The purpose of this supplemental is to provide  funds for public works and 
development faci litie s projects in area s deva stated by Hurric ane  Agnes.

Development facili ties.—For an add itio nal  amount for “Development faci li­
ties,” $30,000,000: Provided, Tha t such addit ional amount shall  not be subject 
to the rest rict ions of the last sentence of Section 105 of the Public  Works and 
Economic Development Act  of 1965, as amended.

EXPLANATION OF LANGUAGE CHANGES

“Provided, That such add itional amount shall  not he subject to the res tric ­
tions  of the  las t sentence of Section 105 of the Public Works and Economic 
Development Act of 1965, as amen ded.” Section 105 of the Act requires EDA 
to use at  lea st 25 percen t but not more than 35 percent of its  Titl e I funds in 
are as designated under section 4.01(a) (6) of the Act. Most of the are as devas­
tated by Hu rric ane  Agnes will be designated und er th at  section. This  language 
will permit  all of the  supplemental funds to be used in those areas if  necessary 
without regard  to the 35 perc ent limitatio n.
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DEVEL OPME NT FA C IL IT IE S—SUM MARY  OF REQU IREM EN TS: COM PAR ISON  OF 1973 A PP RO PR IA TI ON , 1973 RE VIS ED  
ES TIM AT E, AND 1973 PROP OSE D SU PP LE M EN TA L BY A CT IV IT IE S 

(Dol lar amounts in thousands]

1973 appropriation 1973 revised estimate
1973 proposed 
supplem ental

Perma nent
positions

Permanent 
Amount positions

Perm anent 
Amount  positions Amo unt

Redevelopment area assistance:  
Pub lic work s grants and loans .........

Economic development district s and 
centers  assi stan ce: Publ ic works 
grants and loa ns..............................

Public wor ks impact program: Public  
works  gran ts ......................................

$58,560 _______ $63,560  .............. $5,000

74, 440 _ . 79,4 40 ............. 5,000

27,000 ______ 47,0 00 _______ 20,000

....................................... 30,000
190,000 ..............................................

Increa se............................................................................................
Total requirements................................................... 160,000

PU BL IC  WORK S GRANTS AND LO A N S-J U ST IF IC A T IO N  OF PRO POSED SU PP LE M EN TA L 

(Dollar amounts  in thousands]

1973 appropr iation 1973 revised estimate
1973 proposed 
supplemental

Permanent
positions

Permanent 
Amount positions

Permanent 
Amount  positions Amou nt

Redevelopment area as sis tanc e. ......................
Distr ict and center  a ssist ance______________
Public wor ks impact program______________

..........  $58,560 ..............
_____  74,440 ..............
..........  27,000 _______

........  $63,560 . . . . . . . .
79,4 40 ...............
47,000 _______

$5,000
5,00 0

20,000

Total  requ ireme nts__________________..........  160,000 .............. 190,000 ............... 30,000

Increases for f iscal year 1973:
Redevelopment area assi stan ce.............  . ..........  58,560 _______ 63,560 ............ 5,0 00
Dist rict  and center  assist ance __________ ..........  74,440 ..  . . . . 79,440 5,000
Pu blic work s impact program__________ _____  27,000 _______ 47,000 ______ 20,000

Total  requirements__________________ 160,000 .............. 190,000 .............. 30,00 0

Hu rric ane  Agnes dea lt a severe blow to the ind ust ria l heart lan d of the Middle 
Atla ntic  Stat es, an area trav ers ed with  maj or rive rs and  their tributar ies . It  is 
along these  wate rway s th at  ma nuf act uri ng esta blish men ts exi st. Although the 
damag e is estim ated  to be in  the  billions of d ollar s coverin g hun dreds of co unties 
in highly  disper sed are as over seve ral State s, the economic recovery  of the area  
depends to a large  degree on the  economic recovery of the ma nuf act uri ng esta b­
lishm ents  shu t down by the dis ast er,  and  the conco mmita nt ret ur n of the ir em­
ployees lef t jobless because of the  curre nt shutdowns. It  can be safely  assumed 
that  ma jor  companies are  now cons ideri ng moves to consolidat e th ei r facili ties, 
move to oth er locations , or reduce oper ation s with  the exp ecta tion  of moving to 
ano the r are a in the near fut ure . The issue of economic recover y, there fore, has 
both the compelling purpose of gettin g jobs and income to flow again as well as 
the pres erva tion  of the ind ust ria l economic base of this  are a.

Thi s app rop riat ion  is siiecifically designed to respond to thos e proj ects  tha t 
dire ctly rel ate  to the economic recovery  of the are as affected by Hu rric ane  Agnes. 
Includ ed will be wat er and sew er project s, waste and sewage trea tment , streets 
and roads , ind ustrial  park s, pol lutio n control, public build ings,  and health  and 
edu catio nal facili ties. This  ass ista nce  should enable  the communities  involved to 
reass ess their economic fut ure  and  develop those progr ams and  und erta ke those 
proj ects  th at  provide imm edia te reli ef to the unemployed and  nnderemployed 
and dete rmi ne those prog rams which  can have the long ran ge developmental  
effects for estab lishm ent of stable  and  diversified local economies.

81-51 1 0 -7 2 -
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PROGRAM AND PERFORMANCE-OBLIGATIONS BY PROGRAM

[In  thousands of dollars]

1. Redevelopment area assistance.........................................
2. Economic development dis tricts and centers assistance
3. Public works impact  program............. ...............

Tota l obliga tions..............................................................
Change in selected resources............................ .....................

Total program costs, fu nd ed .. ...................................

1973

Presently Revised Proposed
availab le estimate supplemental

58,560 63, 560 5,000
74,440 79, 440 5,000
27,000 47, 000 20,000

160,000 190, 000 30, 000
16,000 - 5 ,  700 -2 1 ,7 00

176,000 184, 300 8, 300

The add itional appropr iation will provide public works and development faci li­
ties ass istance  for the economic recovery  of are as  deva stated by the Hurrican e 
Agnes disa ster . This add itional  ass istance  will help build, rebui ld and expand 
vita l public  facili ties in the affected areas so th at  indu stry  alread y situated  there  
will become opera tiona l again and so that  economic development programs can 
be developed for the e stab lishment of stable and diversified local economies.

Of the -$30,000,000 in add itio nal  appropr iation, $5,000,000 will be obligated in 
the redevelopment area assis tance activ ity, $5,000,000 will be obligated  in the 
economic development dist rict s and centers assistance act ivi ty and $20,000,000 
will be obligated in the public  wo rks  impact program to provide immediate useful 
work to the unemployed and underemployed of the local a rea.

*

PROGRAM AND FINANCING 

[In thousands  of  dolla rs]

1973

Presently
ava ilab le

Revised
estim ate

Proposed
supp lementa l

PROGRAM BY ACTIV ITIE S

Operating costs , fun ded:
1. Redevelopment area assistance_________  . .  . . .  .
2. Economic deve lopment distr icts and c enters assistance .
3. Public  w ork s impact program______________  . .
4. Regional development assistance_____ _________

____  60,491
......... 72,700
____  24,000
____  4,300

61,241 
73, 450 
30, 800 
4,300 .

750 
750 

6, 800

Total  operating costs...... ................................ ........  161,491 169, 791 8, 300

Capital outlay, fund ed :
1. Redevelopment area as sistan ce .. . . .  ____
2. Economic deve lopment distr icts and centers  assistance .

____  6,675
____  7,834

6,675 . 
7, 834 .

Total  ca pital ou tla y_____ __________________  . .  . . .  . ____  14,509 14, 509 .

Total program costs, funded '....... ..............
Change in  selected resources2______________________  .

........  176,000

........  -1 6 ,0 00
184, 300 
+ 5 , 700

8, 300 
+2 1, 70 0

Total obligations___________________________. .  . ____  160,000 190, 000 30, 000

FINANCING

Budget a utho rity (approp ria tio n)______________________ _____ _ ____  160,000 190, 000 30, 000

Relation of obl igations to out lays:
O bl igat ions incu rred .net . ........................................................
Obligated balance, sta rt of ye ar.......................................................
Obligated balance, end of ye ar............ ............................................

____  160,000
____  465,557
........  -4 48 ,8 57

190, 000 
465,557 . 

-4 7 0 , 557

30, 000

-2 1 ,7 00

Outlay s............................................ ........................ .................... ____  176,700 185, 000 8, 300

1 Includes cap ital  outla y as fo llows : 1973 presen tly  ava ilab le, $14,509,000; 1973 revised est ima te,  $14,509,000; 1973 
proposed supp lem ental , $0 thousand .

2 Selected resources as of June 30 are as fo llows  (thousa nds of d ollars) :

1973

Presently Revised Proposed 
1972 available estimate supplemental

Unaccrued grant  obligations....................................... 394,193 376,062 397,762 21,700
Undisbursed loan o bliga tions .................................... 36,234 38,365  38,365 ..........................

Total selected resources.................................  430,427 414,427 436,127 21,700



Planning, technical assistance and research— Supplemental budget  request, 
fiscal yea r 1973 (fun ding)

Presently available, fiscal ye ar 1973___________________________ $22, 368, 000
Revised est imate___________________________________________  31, 468, 000
Proposed supplemental, fiscal year 1973________________________ 9,100, 000

STATEM ENT OF PUR POSE AND NEED

The  purpose  of this supplemental is to provide funds for techn ical and planning 
assi stance to the areas deva stat ed by Hurr icane Agnes.

APP ROPRIATION  LANGUAGE

Planning, technica l assistance and research.— For an add itional  amount for 
“Planning, technical a ssis tanc e and research ,” $9,100,000.

PLAN NI NG , TE CH NI CA L A SS IS TA N CE AN D RE SE AR CH -S UM M AR Y OF REQUIRE ME NTS 

(Doll ar amounts in thousands]

1973
appropriatio n

1973
revised estimate

1973
proposed supplemental

Permanent
positio ns

Permanent 
Amount positions

Permanent 
Amount positions Amount

Comparison of 1973 appropriation, 
1973 revised estim ate, and 1973 
proposed supplementa l by act iv­
itie s:

Redevelopment and other area 
ass istanc e:

Area planning  a ssist ance ................................  $3,253
Tec hni cal  assistan ce........................................ 8,170

Sub tota l......................................................... 11,423

Economic development distr icts 
and cent ers assis tance :

Dis tric t planning  assi stan ce...........................  5,455
Tec hnical assistan ce........................................  3,59 0

Su bto tal ......................................................... 9,04 5

Development re se ar ch ..........................................  1,900

Increa se............................................................................................
Total requ ireme nts..............................................  22,368

$3,70 3 .......................
14,270 .......................

17,973 .......................

$450
6,100

6, 550

6,5 05  ....................... 1,050
5,0 90 ....................... 1,50 0

11,595 ....................... 2,5 50

1,9 00 ..............................................

.............................................................. 9 J 0 0
31,4 68 ..............................................

AR EA  AND DIS TR IC T PL AN NING  A S S IS T A N C E -J U ST IF IC A T IO N  OF PRO POS ED SU PP LE M EN TA L 

(Doll ar amounts in thousands]

1973
appro priatio n

1973
revised estimate

1973
proposed supplemental

Permanent
positions

Permanent 
Amount positions

Permanent 
Amount positions Amount

Redevelopment and other area ass ist ­
ance.....................................................

Econom ic developm ent dis tricts and 
cent ers ass ista nce ..............................

Tota l requ ireme nts.......... .......

Incr ease s f or fiscal  year 1973: 
Redevelopment and other area

ass ista nce .......... . .....................
Econom ic development distr icts 

and cent ers assis tanc e______

$3,2 53 .............. $3 ,70 3 ................. $450

5,455  _______ 6,5 05 ................. 1,050

8,70 8 _______ 10,2 08 ________ 1,50 0

3,253 ......................  3,7 03 ....................... 450

5,455  ....................... 6,5 05 . ..................... 1,05 0

Total requirements.......................................... 8,708 ....................... 10,2 08 ....................... 1,500
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Agency experien ce in othe r dis as ter s points up the  need for  long-range plan ­
ning for economic recovery. Pla nni ng assi stan ce gra nts  will be made available 
princ ipall y to exis ting  and func tion ing local ins titu tions such as Economic De­
velopment  Dis tric ts, Local Development Dist ricts, Regional Planni ng Commis­
sions and  Councils of Governments. Gr ant s will also be provided to augm ent the 
recovery planning  needs of the lar ger, har d-h it citi es and  counties.  This  effort 
will be coordinated  with the Stat e, HUD, and  Federal Regional Councils where 
appropr iate . The gra nts  will assis t in coor dina ting  the imme diate  recovery ef­
for ts and plan ning and implementing the  long rang e economic recovery  of the 
afflicted area s within the ir region al set ting by provi ding increased staff  capa­
bility. The cur ren t plan is to aw ard gra nts  which will mak e possible the 
following three -phas e work progr am :

Phase I : Aid in the coord ination of information and  the  exten sion of services 
to privat e and  public sectors  to assis t in the ini tial  recovery efforts.

Pha se I I : Aid local, county  and  Sta te public  and  private represe ntat ives  to 
ident ify, inven tory and esti mate the  extent  and dol lar  value of damages. Pro ­
vide guida nce and assistance dire ctly , and thro ugh recruiting and  tra ining all ¥
available volu nteer help, to individ uals  and represe ntat ives  of pu blic and  private 
ins titu tions in seeking and apply ing fo r all avail able  State , Fed eral  and private 
financial a nd technical assista nce.

Pha se I I I : Throu gh a b road-based public  an d pr iva te governing body, grantees 
shal l pre par e overall economic development prog rams (O ED P) wi th attentio n *
to the sho rt, inte rmediate  and long rang e economic recovery and redevelopment 
of the dis trict,  county and /or  are a. Atte ntio n also will be focused on the form u­
latio n of a dis ast er assistan ce pla n th at  will become pa rt of a regional  and 
stat ewi de dis as ter  re lief plan.

It  is est ima ted  that  of the $1.5 millio n requested , $1,050,00 0 will be used in the 
Di str ict  program, and $450,000  wi ll go to  indivi dual redevelo pment area s.

TECH NICA L ASSISTAN CE— JU ST IFIC ATION  OF PROPOSED SUPPLEMENTAL 

(Do llar  amounts in thousands]

1973
appropriatio n

1973
revised estim ate

1973
proposed supplemental

Perm anen t
positions

Perm anen t 
Amount positions

Permanen t 
Amount positions Amoun

Redevelopment and oth er area
as sistan ce ..___________________ __________

Economic develop ment districts and
centers assistance____________________ ____

____  $ 8 ,1 7 0 ................

.......... 3,5 90 . . ...........

$1 4,27 0 ................ .

____  5,090  ________

$6 ,100

1,50 0

Total  req uirem ents..................................... .. .......... 11, 760 19 ,360  ................ 7,600

Increases  for  fiscal yea r 1973:
Redevelopment and othe r area  

assistance______  ___________________ ____  8 ,1 7 0 ................ 14 ,270  ................ 6,10 0
Economic d evelo pm ent distric ts 

and cen ters assistance................................. .......... 3 ,5 90 ............... 5, 090 .................. 1,50 0

Total  req uirem ents...................... ....................... 11 ,760  _______ 19 ,360  .................. 7, 600

Shor t range techn ical assistan ce effo rts will be aimed a t provi ding suppo rt to 
local on-the-scene efforts. Inform ation available indicates th at  not only was 
exist ing ma jor  indu stry  heavily impa cted  by the  Agnes flood, but  th at  many 
communities  suffered  extens ive dam age  to business and  service  establish ments 
makin g it all  but  impossible for  them  to functi on on a day to day basis. Data 
available indicat es th at  in the  five sta te  area, ten key municipal are as and 
one hun dre d counties received h eavy damage.

To help alle via te the economic dislocatio n being experienced in these com­
munit ies, it  has  been proposed th at  ass ista nce  be made availabl e through local, 
non-profit, grou p adm inistra tive gra nts . Staffs draw n from dislo cated business 
and  ind ust ry will car ry out  the day-to-d ay task s needed to get the  business com­
muni ty back on its feet, and  ree stab lish  employment oppor tunitie s. Employing 
local staf f will  provide a wide rang e of benefits including the creatio n of local
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payroll , which  generates  feeling s of self  sufficiency and the mor ale life which 

resu lts in the  community  when busin ess and industr y st ar t reh abi lita tion efforts. 
These accomplishmen ts can res tor e confidence in the  community to the point 

th at  possible rapid  out-m igratio n is offset or at  lea st reduced, and th at  local 

marke ts for  goods and services a re main taine d.
The sta ff employed thro ugh this gr an t assistan ce would have  responsibi lity for 

ass isting the  community in ide ntif yin g problems affect ing economic recovery, 

esta blis hing prio ritie s for  inve stments  to overcome these  problems, coordinating 

developm ent acti vities on the local level with field re pre sen tatives  of  appropr iate  

fede ral agencies, e.g., OEP, BPR, HUD, DHEW, USDA, EPA and  the Federal 

Regional Councils. The staff will also be involved in a var iety  of activitie s 

including , but  not l imite d t o :
(a ) Management ass ista nce  to affected  businesses to ide nti fy needs and 

metho ds to ac hieve operationa l sta tus .
(b ) Reestablishing financia l records of damaged firms.
(c ) Evalu ate  condition  of mach inery  and equip ment  to determin e future  

usefulness , serv ices a nd costs of replacements.
(d )  Locate so ur ce (s)  of needed supplies, with aggregate purchasing 

wher e possible.
(e ) Identif y tra ining needs, follow-up for  tra ini ng  sup por t through Sec­

tion 241 MDTA or ot her alte rna tives.
(/ ) Locate new physical fac ilit ies  if curre nt fac iliti es cann ot be rehabil i­

tated.
The cost of provid ing such sta ff supp ort services is esti mat ed to cost $50,000 

for a 12-month  period for each disa ste r county (to ta l cost $4,000 ,000). Similar 

economic recovery work in key munic ipal are as will require  an estim ated  

$100,00 0 eac h ( tota l cost $1,0 00,000 ).
Admin istrativ e g ran ts will be provided to a ppr opr iate sta te agencies to promul­

gate the Emergen cy Employment Act progra m with  em phasis  on the  flood disa ster  

area . Cost of such a program in the  five st ate  are a will be abo ut $1,000,000.
In add itio n to the above on-the-scene effort, special sen dees will be needed 

to develop adeq uate  data and info rma tion  to develop engineer ing studies to 

supp ort requ ests for assi stan ce by the Agency’s Publ ic Works Imp act Progr am 

and reg ula r public recovery inves tmen ts. We expect  tha t the re will be a minimum 

of 50 requ ests  f or these services, the  tota l cost is e stim ated  a t $1,600,000.

PL AN NI NG , TECHNICA L ASSISTAN CE AND RESEARCH PROGRAM AND PERFORMANCE (OBL IGAT IONS  BY 

PROGRAM)

[I n  tho usands of dollars]

1973
presently
avai lable

1973
revised

est imate

1973
proposed

supplemental

1. Redevelopment and othe r area assistance_________ ______ ______  11,423 17,97 3 6,550

2. Economic d eve lopment districts and centers ass istanc e_______ 9, 045 11 ,595 2, 550

3. Research ______  _______  . . .  ____ ______  1.9 00 1,9 00

Total obligations_____ ________ _____________________ _ ______  22 ,368 31, 468 9,100

Change in selected resources__________________________________ -9 4 7 - 4 ,  547 -3 ,6 0 0

Total program costs, funded____ ________ ________ _____ ______  21,42 1 26 ,921 5, 500

The add itional app ropriat ion will provide techn ical and pla nni ng assistance 

for the economic recovery of area s devasta ted by the  Hu rric ane Agnes disas ter. 

Sho rt-ra nge technical ass ista nce  will be used to res tore the business community 

and to rees tabli sh employment  oppor tunit ies. In addition , engin eering studie s 

will be financed with techn ical ass ista nce  funds. Plan ning gran ts will be made 

ava ilab le so th at  planning uni ts can hire  staff  t o coordin ate imme diate  recovery 

efforts as well as long-rang e economic recovery strategies.
Of the  $9,100,00 0 in add itio nal  appropr iation, $6,550,000 will be obligated in 

the  redevelo pment and oth er ar ea  assistan ce act ivit y and  $2,550 ,000 will be 

obliga ted in the  economic development dis tric ts and  centers  ass ista nce  activ ity.



PROGRAM AND FIN AN CIN G (IN THO USA ND S OF DO LLAR S)

1973 presently  1973 revised 1973 proposed
availa ble estimate supplemental

Program by act ivit ies :
1. Redevelopment and other area assi stan ce.......... ...............................  13,3912. Economic development districts and centers ass istance___ ” ” ”  6 ,495
3. Re sea rch .. ..................... . ......................................................................  1^528
4. Regional planning  and technical assis tance:

(a ) Expen ses of regional action planning com mission s....... ...............................

17,426 4,035
7,960 1,465
1, 528 ..........................

(c ) Other planning and technical ass is ta n ce .. ,.  ......... 7

Total  program costs, funded
Change in selected  resources «............ . .............

Total obl igat ions .......................................
Finan cing:  Budge t authority (app rop ria tio n). ..

Relation of obl igat ions  to outlays :
Obligat ions incu rred , net.............................
Obligated balan ce, start of ye ar................ .
Obligated balance, end of ye ar...................

Outlays

7 ..........................

21,421
947

26,921
4, 547

5. 500 
3,600

22, 368 31,46 8 9,100
22, 368 31,46 8 9,100

22, 368 31,46 8 9,100
14,623 I ’ 823 . . .

-1 5 ,5 2 9 -1 9 ,1 2 9 -3 ,6 0 0

21,662 27, 162  5,500
1 S elected resour ces as of Ju ne 30 are as follows (th ous and s of dol lars ):

1973

Presently Revised  Proposed
1972 available  estimate supple mental

Unpaid undelivered or de rs .......................................  14,823 15,529 19 129 3 600Undisb ursed accrua ls.................................................. —1,2 50 —1 ,009  —1 ,009  ................... ’. . . .

Total  selected re so ur ce s.. ............................. 13,573 14,520 18,1 20 3,600

OP ER AT IO NS  AND AD MINIST RA TIO N,  SU PP LE M EN TA L BUD GET  REQUEST , FI SC A L YE AR  1973

Employment

Permanent Average
Funding positions employm ent

Presently ava ilab le, fiscal year 1973............................................................
Revised estima te................................................... ............................. ” . ” I ”
Proposed supp lemental, fiscal year 1973.................................

$23 ,36 3,0 00 926 938
24 ,26 3,0 00 926 973

900, 000 ........................... 35

STATE MENT OF PUR POSE AND NEED

The purpose of this supplemental is to provide funds for EDA’s administrative costs of assisting the areas devasta ted by Hurricane Agnes.
APPROPRIATION  LANGUAGE

Operations and administration.—For an additional  amount for “Operations and admin istration,” $9OO,OOO.
OP ERATION S AND  AD M IN IST RA TION —SUM MARY OF  REQU IRE ME NT S: COMP ARISON  OF 1973 AP PR OP RIA TIO N 

1973 REVIS ED  ESTIM AT E, AND 1973 PRO POS ED SU PP LE MEN TA L BY  A C T IV IT IE S :
(D OLL AR  AM OU NTS IN TH OU SAN DS)

1973 1973 1973
appropriation revised estimate proposed supplemental

Permanent Permanent Permanent
positions  Amount positions Amount  posit ions  Amount

Development fa ci lit ie s. ..........................  216
Indus tria l developmen t loans and

guaran tees, ED A......... ......................... 95
Indus tria l developmen t loans and

guaran tees, S B A ........................................................
Planning , technical assistan ce and

re se ar ch .. ............................................  176
Executive direction , administration 

and supporting ser vic es...................... 439

In cr eas e............. . ..............................................
Total re qu ire me nts....................  926

$4,829

2,36 6

350 ..........

216

95

$5,273 _________

2,36 6 _________

350 ................

$444

5,217 176 5 ,5 1 4 ............... 297

10,601 439 10,760 _________ 159

900
23,363 926 24,263 ..................
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JUST IFICATION OF PROPOSED SUPPLEMENTAL

A tota l of $900,000 for adm ini str ative  suppor t of thi s supplemen tal appro­
pri ations  proposal is reques ted. This amount is needed for  the  costs of tem ­
porarily deta iling EDA employees to a rea s affected by Hu rricane  Agnes ($54,000) 
and  to subsequently hire 45 tem porary  employees ($846,000). The request is 
based on th e following r equiremen ts:
Personne l compensat ion and  bene fits--------------------------------------------- $508, 000
T ra v e l_______________________________________________________ 105, 000
Rent, communications and ut ili tie s______________________________  93, 000
Pri nti ng  and reproduc tion______________________________________  8, 000
Other serv ices________________________________________________  133, 000
Supplies and  ma ter ials________ ________________________________  8, 000
Equ ip m en t___________________________________________________  45, 000

To tal  __________________________________________________  900,000

The  staff is needed to :
(а )  Determine area s eligible for  EDA assis tance.
(б)  Work with the res idents  of the  devasta ted areas to  a ssess  the extent 

of need for  EDA help.
(o) Assist  locali ties in developing appl icat ions for  EDA help.
(d)  Coordinate EDA efforts  with HUD, OEP, SBA, DOL, a nd the Regional

Councils.
DEV ELO PM EN T FA C IL IT IE S

[Dollar amounts in thousands!

1973
appropriation

1973
revised estimate

1973
proposed supplemental

Permanent
posit ions  Amount

Permanent
positions Amount

Permanent
positions Amou nt

Total requ irem ents_______________ 216 $4,829 216 $5,273 +$ 44 4
Incre ase for fiscal year 1973: De-

velopm ent faci litie s ...................... 216 4,829 216 5,2 73 . +444

An add itional  amount of $444,000 is needed for  21 tem porary  posit ions to 
assis t the  devasta ted are as in assessing  the ir needs for EDA public  works and 
development faci lities ass ista nce  for  economic recovery. This staf f will help to 
ass ure  th at  the appl ications for EDA funds  will supp ort local development ob­
ject ives  and  th at  these  objectives are  implemented locally  through effective 
managem ent procedures. The sta ff will advise the loca lities  on pro ject  scope, 
engineer ing feas ibility , program  and sta tutory  requ irem ents  and financial con­
side ratio ns. Actual app lica tion s will be reviewed for  financial and engineering 
feasib ility as well as  their  economic  impac t Approved pro jects will be monitored 
for thei r const ruction, financial, adm inistrative and sta tut ory aspects.

PLA NN ING,  TE CH N IC AL AS SI ST AN CE  AND RESEA RCH 

[Do llar  amounts in thousands]

1973
appropria tion

1973
revised estimate

1973
proposed supplemental

Perm anent
posi tions Amount

Permanent
positions Amoun t

Permanent
positions Amoun t

Total requ ireme nts_________________
Incre ase for fi scal year 1973: Planning ,

176 $5,217 176 $5, 514  . +$ 29 7

+2 97technical  assistance and research__ 176 5,12 7 176 5,5 14

As addi tion al $297,000 is needed fo r 16 tempo rary  posi tions  to adm inis ter EDA’s 
technica l and planning ass ista nce  act ivit ies in the dis aster  areas. The staff will 
help the  locali ties in pre parin g app ropriate responses with  techn ical assis tance 
funds to accomplish requ ired  immediate  economic deve lopment ac tions  which will 
rees tabl ish the ir economic well-being. Many of these responses are implemented



38

throu gh local economic development ins tituti on s such as  the local governm ent or 
a nonprofit local development corpo ration. In addition, thi s staff  will work with 
made avai labl e by thi s supplem ental, developing appl icati ons and monitoring 
the progre ss of planned recovery.

EXECUTIVE DIRECTION, ADM IN IS TRATIO N, AN D SUPPO RTING  SERVICES

Tota l requirements_________ .
Increase for fiscal year  1973: Field co-

439 $10,601 439 $1 0,76 0 ........... .. +$159

ordina tio n............................ 111 2,425 111 2, 584 ________ + 1 5 9

The incre ase of $159,000 is needed to hire four  tem pora ry Economic Develop­
ment Rep resentati ves and four tem porary  secr etar ies to coord inate  EDA ass ist­
ance to area s affected by Hurric ane  Agnes. These individu als will be EDA’s 
fron tline con tacts with the Sta te and local officials and will coordinate all EDA 
activities with  respect to (1 ) info rma tion al assis tance and prel imin ary technical 
suppo rt to app lica nts  in the pre par ation and submission of project application s, 
and (2 ) ass ista nce  to local citize ns and  officials in the plan ning of economic 
development program s.

Oper ations an d Adm inist ra tio n «
PROGRAM AND PERFORMANCE

The proposed supplem ental will fund  45 temp orary positions dur ing  fiscal 1973 
to enable EDA to respond to the needs of are as devasta ted by Hu rric ane  Agnes.

Development facil ities .—Twenty-one temp orary positions will enable  EDA to 
process and approve $30 million in pub lic w’orks  project s in are as devasta ted by 
disas ters.

Planning, technical assis tance  and rese arch.—Sixteen  temp orary positi ons will 
enable EDA to adm inis ter $9.1 million in technical and  planning assis tance .

•Executive direction , adm inistra tion and  supporting services.—Eight tempo rary 
positio ns will enable EDA to hire  fou r Economic Development Representatives 
and four  secre tari es in the d istre ssed  area s.

PROGRAM AND FINA NCI NG  ( IN  THO USA NDS OF DOLLARS)

Program by ac tiv iti es :
1. Development facil ities .......................................................................
2. Ind ustrial development loans and guarantees, ED A................ .
3. Industr ial  development loans and guarantees,  SBA................ .
4. Planning, technica l assistance and research................................
5. Executive direct ion , administration and supporting services

Total  program costs, funded 1 ......................................................
Change in selected resources*......................................................................

Total obliga tions.................................................................................... .
Financing: Budget authority  (ap prop ria tio n).............................................

Relation of obligations to outlays:
Obligations incurred , n e t. ........................................................................
Obligated bala nce, sta rt of year............................................................ .
Obligated bala nce, end of ye ar .............................................................. .

Outlays........................................................................................................

1973

Presently
ava ilab le

Revised
est imate

Proposed
supplemental

4, 850 5,294 444
2,37 6 2,376 .

350 350 .
5, 239 5,536 297

10,64 8 10 ,807 159

23 ,463 24, 363 900
-1 0 0 - 1 0 0  .

23, 363 24, 263 900
23 ,363 24, 263 900

23 ,363 24, 263 900
2,38 5 2.385 .

-2 ,4 0 5 -2 ,4 8 6 - 8 1

23, 343 24 ,162 819

> Inclu des  capital outlay as follows: 1973 presently avai lab le, $26 ,000; 1973 revised est imate, $71,000;  1973 proposed sup plementa l, $45 ,000.
1 Selected resources as of June 30 are as follows: Unpaid unde livered orders, 1973 present ly ava ilable , $41 1,000; 1973 

revised estim ate , $411,000; 1973 proposed supplem ental , $0 thousand.



OB JE CT  CLA SS IF IC A TIO N  (IN THOU SAN DS OF DO LL AR S)

1973

Prese ntly Revised Proposed
available  estimate supplemental

Personnel  compen sation:
Permanent positio ns...................
Posi tions other than permanent. 
Other personnel compe nsation..

15,433 15,433 ...........................
558 1,027  469

95 95 ..........................

Total  personnel compensation
Personnel be ne fits ..............................
Benefits for former pers onne l...........
Travel and transportat ion of persons. 
Rent, comm unicatio ns, and uti liti es ..
Prin ting  and reproduct ion..................
Other se rv ice s......................................
Service s of other agencies..................
Sup plie s and materials .......................
Equip men t............................................
Land s and structur es..........................
Investments and loans........................
Grants, sub sidies,  and contribut ions. 
Insur ance  claims and in de m ni tie s.. .
Intere st and dividends........................
Refunds.................................................

16, 086 16, 555 469
1,327 1,366 39

7 7 ____
1,222 1,327 105
1,444 1,537 93

184 192 8
2,882 3,015 133

185 193 8
26 71 45

Total obligations. 23,363 24,263 900

PE RSON NE L SUM MAR Y

1971 actual 1972 estimate 1973 estimate

Average GS gra de...... ................... ........................ .. 10.6 10.6 10.6

Avera ge GS sal ary ______ ______ . . . . . . . . .  $16,061 $16,429 $16, 748

INT RODUCTION  OF ASSOCIATES

Senator Hollings. Please proceed Mr. Blunt.
Mr. Blunt. Thank you very much, Mr. Chairman. I would like to 

introduce Lorin Goodrich, from our Budget Division;  Tom Dunne, 
our Deputy Assistan t Secretary for Economic Development Opera­
tion ; and Edward Conroy, our chief counsel.

DEATH OF SENATOR ELLEND ER

Before I  read my statement, I  would like to express our shock at the 
surprise death of Senator Ellender. I know his passing is going to be 
a great  loss to the committee.

Senator  Hollinos. It  ce rtainly will be. There was no harder work­
ing or better leader of this committee.

ASSISTAN CE TO AREAS RAVAGED BY TROPICA L STORM AGNES

Mr. Blunt. Mr. Chairman, and members of the  committee, it is my 
privilege to appear before you to present a request for a supplemental 
appropria tion of $40 million for the Economic Development Adminis­
trat ion  to assist in the economic recovery of areas ravaged by tropical 
storm Agnes.
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Although the disaster struck only about a month ago, we have a l­
ready established EDA teams in Wilkes-Barre and Harr isburg, Pa .; 
Horesheads, N.Y., and Richmond, Va. All team members were onboard 
by Ju ly 12, a total of 19 people. These staffs are working with the 
communities to determine the exact need fo r EDA help and to assist 
them in the development of project applications. In all cases, EDA 
efforts will be coordinated with  other Federal  agencies, the Federal 
Regional Councils and State and  local organizations.

DEVELOPMENT FACILITIES

In this  supplemental, we are  requesting an addit ional $30 million in 
the development facilities appropr iations . Although the most pressing 
immediate need in the flood ravaged areas is obviously for shelter and 
life support services, the impact on industrial capacity from thi s dis- *
aster has been especially severe. In the Middle Atlantic States, the 
major rivers and their  t ribu taries are the major centers o f industrial  
activity. In many previous natur al disasters, pockets of indust ry have 4been incapaci tated, but generally the more significant damage has been 
to residential areas. Tropical storm Agnes has brought unprecedented 
damage to vast areas of industria l activity. The economic recovery of 
these areas and their long term well-being depends to a large degree 
on the resumption of activ ity by the plants which have been shut down 
by the disaster. For example, we estimate t hat  about 9,000 jobs were 
lost in the Wilkes-Barre area alone.

Unless job opportunities are restored, the scars of the flood will 
become permanent. This request is designed to encourage employers to 
stay in these areas and by doing so reta in the employment potential, 
and to create a base for long term economic recovery.

EDA  proposes to fund water  and sewer projects, waste and sewage 
treatm ent facilities, industria l parks, and similar industry-supporting 
facilities to be located out of the flood plain to enable communities to 
build th eir own economic futures. Pro jects will also provide immediate 
relief to the unemployed and underemployed during the rebuilding 
period, particularly  those funded under the agency’s public works 
impact program.

PROJECT EXEMPTIONS

We are asking tha t the additional development facilities funds be 
exempt from the provision of section 105 of the Public Works and 
Economic Development Act which requires that  at least 25 percent 
but not more than 35 percent of tit le I  funds be used in areas designated V
under section 4.01 (a) (6) of the act. We would be able to provide, with­
out the exemption, only between $7.5 million and $10.5 million of the 
$30 million under our P W IP  program to eligible areas if appropriate elanguage in the appropria tion act were not enacted to permit us to 
make grants as needed without  regard to percentage limitations. We 
feel tha t the disaster situa tion requires a more flexible response by 
EDA through its public works impact program.

For example, we will have to respond to the public facility  needs of 
certain communities in which the tax base will not exist to the extent 
tha t we can expect them to share in the  costs of the project. In these 
cases, we should be able to offer 100-percent grants which is permissible 
under the PW IP program. Moreover, we expect th at we will have to
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respond to applications to provide immediate jobs and to a much 
broader scope of projects than  we do under the regular development 
facilities program.

PL AN NI NG  TE CH NI CA L ASSISTA NCE  AN D RESEARCH

We propose a program of $9,100,000 for planning and technical 
assistance to create or to help restore institutional support for reestab­
lishing employment opportun ities and insuring an orderly  and mean­
ingful process of long-range development.

Plan ning  gran t assistance will be directed primari ly tow ard existing 
local institu tions such as economic development distric ts, local devel­
opment dis tricts, and regional plann ing commissions, and will provide 
support for State efforts to plan  fo r long-term economic recovery from 
Agnes on a statewide basis. Th is planning will be coordinated through 
the Federal regional councils.

Technical assistance efforts will provide immediate support to local 
on-the-scene recovery efforts as well as longer range assistance. In the 
many communities which suffered damage to business and service 
establishments, technical assistance grants will be made available to 
local nonprofit groups so thay may assemble the staffs needed to get the 
business communities back on thei r feet. Othe r assistance will include 
support to local governments for economic recovery activities and 
financing of engineering feasib ility studies.

OPERATIONS AN D AD MINIS TRATION

The requested supplemental appropria tion provides $900,000 for 
support of 45 temporary pos ition s: 29 professional and 16 clerical.

In this  emergency situation , as with our basic programs, EDA ’s ob­
jective will be to provide the physical facilities and the planning and 
technical assistance which will enable communities to bu ild stable and 
diversified local economies.

Than k you, Mr. Chairman, this concludes my prepared statement. 
I will be happy to answer any questions the committee may have.

WAT ER AN D SEWER PRO JEC TS

Senator Young. In the first part of your statement, you listed 
assistance to cities and communities to repa ir thei r sewer and water 
systems. The Farmers Home Administration has done something in 
this area. In  fact, in the approp riations bill passed last night, there was 
included the sum of $100 million for this  purpose. Is this  a dupli­
cation of effort?

Mr. Blunt. Over the years, we have worked with Farm ers Home 
and, also, Housing and Urban Development.

Senator Young. Does the Office of Emergency Preparedness do 
any repa iring  of flood damage to sewer and water  systems?

Mr. Blunt. Yes, I believe they do.
Senator Young. Then we have four agencies in this one area?
Mr. Blunt. I think the real difference is the program goals tha t 

this money is spent for. Our focus is on industry, and I believe the 
main focus of Farmers Home and also HUD programs are to comple­
ment housing and residential areas.
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When we work with them—in fact, we have supplemented many 
of th eir programs over the years—we combine so that  certain projects 
will serve industry  as well as residential areas.

Senator Young. Is the FHA  limited to towns and cities of  less than 
5,000 population?

Mr. Blunt. Yes, they have a limitation of th at nature. Our  limita­
tions are complicated, but they allow us to operate in much larger 
cities and over a much broader area.

COORDINATION BE TW EE N AGE NCIES

Senator Young. One of the problems we, as Members of the Senate, 
have is when a community has problems with its water and sewer 
systems. They  come to us and ask where they should go for help. We >
have to deal with four agencies before anything can be done.

Mr. Blunt. Perhaps the long-range solution to this  lies in revenue 
sharing or some other similar device to  consolidate these programs.
As fa r as th e response to Hurr icane  Agnes is concerned, I thin k what *
we are doing in the field is coordinating as quickly as possible with 
other agencies and working with the Office of Emergency Prep ared ­
ness, Farmers Home, Housing and Urban  Development, and also any 
other agencies which are involved in this area.

Senator Young. Which agencies are you designating as coordinat­
ing agencies?

Mr. Blunt. The principal coordinating  agency in the very initial 
recovery area is the Office of Emergency Preparedness. Af ter  that , 
the basic agency is the Federa l Regional Council, wdiich includes 
EDA for the purposes of this hurricane  but not otherwise. I believe 
the Labor Department and other agencies have already established 
some field offices in the flood-ravaged areas.

Senator Hollings. I think Senator Young has reached right down 
to the main point of concern of when do we provide for the disaster 
victims of Agnes. You said that  the Office of Emergency Prep ared­
ness is the coordina ting agency. Perha ps we could p ut some provision 
in here to make certain  i t was provided. Do you have any specific di­
rective or any overall coordinator or overseer?

Air. Blunt. Perhaps I was not strong enough when I referred to 
the OEP role. The OEP—at the initial impact stage when the flood 
first hurt these areas—was designated as the coordina ting agency.

Senator Hollings. Are  they exercising that authority ?
Air. Blunt. Yes, they definitely have exercised it. They will prob- >

ably be very active in these areas for another month or two. Their 
role is to coordinate the immediate restoration of the life-and-limb 
stage. We have to be concerned about the long-range coordination of 
that program. The Office of  Alanagement and Budget has been very 
concerned about coordination problems. In fact, we have attended 
meetings with them and many other Federal agencies to enhance 
coordination among the agencies.

They are looking toward the Federal regional council in the Penn­
sylvania area, which is based in the Philadelphia  area. In the New 
York area, it is based in New York City. These are regions 3 and 2, 
respectively. These are the main coordinating forces.

Alost of the Federal agencies which are active in these areas are 
either on an ad hoc basis or regularly  involved in this coordinating 
effort. Those tha t aren’t are certainly constrained to be mindful of
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what the Federal regional councils are doing and coordinate in tha t 
fashion.

When you have this kind of an impact and as many people in the 
field try ing  to do the job, there  is bound to be a certain amount of con­
fusion. However, definite efforts are being made to correct that and 
to coordinate.

Senator Holdings. Do you have enough inspectors and auditors to 
make certain that the intent of the Congress is carried out ?

Mr. Blunt. In  the positions that  we have asked for under our re­
quest for “Operations  and administra tion,” we have not asked for audi­
tors as such. We have increased the field staff to a point  where they 
will be able to be on top of everything  tha t the agencies are doing. 
We rely on our existing regulatory procedures as well as the  vigilance 

* of our  regional offices to insure that we don’t have slippage.

FU NDS AVA IL ABL E FOR STO RM  AG NE S DISA ST ER

» Senator Hollings. At this  point I  would like to include in the record
tables of the regular and proposed supplemental appropriations for 
1973 which is really a summary of your EDA requests to date. 

(The tables follow:)
Sum mary of Economic Development Adminis trat ion assis tance  to aid victims 

of tropical storm Agnes

Proposed supplemental app ropriat ion  fo r 1973:1

Development fac iliti es___________________________________ $30, 000, 000
Planning , technical ass ista nce  and research--------------------------  9,100, 000
Operations and admi nis tra tio n___________________________  900, 000

Total, proposed supp leme ntal app ropriat ions_____________  40, 000, 000

Proposed e arm arking of reg ula r a ppro pria tion  for 1973 : 2 
Development faci lit ies:

Regu lar public work_________________________________  10, 000, 000
Public works impact program_________________________ 5 ,000, 000

Subtotal ________________________________________  15,000, 000
Planning , technical ass ista nce  and research : Techn ical assis t­

ance ________________________________________________  1. 500, 000

Total, proposed ear ma rking  of regular appro priation--------  16, 500, 000

Total, EDA ass istance_______________________________  56, 500, 000
1 P ropo se d in  Ho us e Doc um en t No. 92 -325 .
3 H ou se  do cu men t No. 92 -3 25 co nta in s th e fo llo wing st a te m en t on pp. 2 -3 : “A n ad d i­

ti onal  $50  mill ion wi ll he pr ov ided  fo r re lief  of  flood vi ct im s by th e  re pr og ra m in g of  fu nd s 
by th e  D ep ar tm en t of Co mm erc e fo r th e re pa ir  of  pu bl ic  works , by th e  D ep ar tm en t of  Lab or  
to  h ir e wor ke rs  fo r cl ea nu p an d re st o ra ti on , an d by th e D ep ar tm en t of  Hou sing  an d U rb an  
Dev elop men t to  as si st  co m m un it ie s in  pl an ni ng th e ir  re co nst ru ct io n  ef fo rts.”

DEVELOPMENT FACILITIES—SUMMARY OF 1973 ESTIMATES, HOUSE AND SENATE ACTION

(In thousands of dollars]

1973 original 
estimate House bi ll Senate bi ll

Change 
Senate f rom 

House

Supp lemental 
request;  H. 

Doc. 92-325

Development fac ilit ies :
68.635 +1 0,07 5 5,000

Redevelopment area assis tance. . . .  
Economic development dis tric ts and

58, 560 58, 560

+1 2,80 0 5,000
centers assistance_____________ 74.440 74,440 87, 240

Public works impact program______ 27, 000 27, 000 34,125 +7 ,1 25 20,000

Total ..................  ............ . ......... 160, 000 160, 000 190,000 +3 0,00 0 30,000
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DE VELOPM EN T FA C IL IT IE S T IT LE  I FUN DS FOR PWIP 

[In thousands of dollars)

1973 requ est........................................................................................................
House allowance............................................ .............................
Sena te allowance................................................... .......
Supplemen tal requ est*.................................. ...........................

Request
25 percent 

PWIP
35 percent 

PWIP

106,500 26, 625 37,275
106,500 26,625 37, 275
136,500 34,125 47, 775
30,0 00 . 20, 000

* Assu mes  supplemental exempted from 25 percent to 35 percent provision.

PLA NN ING,  TE CH NI CA L A S SI ST A N CE AND RESEAR CH , SUM MA RY OF 1973 ES TIM AT ES , HOUSE  AND 
SE NA TE  ACTIO N 

[In thou sands  of dollars )

Supple-  
Change men tal 

1973 Senate reque st;
original from H. Doc.

estimate House bill Senate bill House 92-3 25 «
Redes ignated  and other area assi stan ce:

Area planning a ssist ance..........................
Tec hni cal  assist ance ..................................

Sub tot al...................................................

Economic development distr icts and cen ters:
Dis tric t planning assi stan ce......................
Tec hnical assistance..................................

Sub tot al...................................................
Development research ......................................

To tal ........................................................

3,253 3,253 3,2 53 ......................  450
8,1 70 8,1 70 8,1 70 .......................  6,1 00

11, 423 11, 423 11, 423 ......................  6, 550

5,455 5,455 5,4 55   1,050
3,5 90 3,590 3, 590 ....................... 1, 500

9, 045 9, 045 9, 045 ....................... 2, 550
1,90 0 1,900 1,90 0 . . . . ............................ ..........

22,368 22,368 22, 368 ......................  9J 0 0

OP ER AT IONS  AND AD M IN ISTR AT IO N, SUM MA RY OF 1973 ES TIM AT ES , HOU SE AND SE NA TE  ACTIO N 

[In thousands of dollars)

Supple-  
Change mental 

1973 Senate requ est;
original from H. Doc.

estimate House bill Senate  bill  House 92-325

Developmen t fa cil itie s..................................................... 4,
Ind ust rial  development loans and guarante es, E D A .. 2,
Ind ust rial  development loans and guarantee s, SB A _.
Planni ng,  technical assis tance  and research ................ 5,
Exec utive direction, administration and supp orting 

ser vic es........................................................................ 10,

829 4, 829 4, 829 ............ ... .. 444
366 2, 366 2,3 66 ______
350 350 350 . .  . . . . . .
217 5,217 5 ,2 1 7 .......... .. 297

601 10,601 10,601 _________ 159

23, 363 ...................... 900Total 23, 363 23,363

ECO NOMIC  DEV ELO PME NT AD MIN IS TR ATI ON: FU ND S AVAILABLE FOR 
DISASTER RE LIEF

Senator  H ollings. The Senate approved $190 million in its bill for 
Economic Development Administration which is $30 million over the 
House bill. Wha t portion of the Economic Development Administra­
tion funds in ou r regu lar 1973 appropriation passed by the Senate is 
available for  the devastated areas of Hurricane Agnes ?

Mr. Blunt. $15 million worth of title I appropriations has been 
earmarked.



45

Senator  Hollings. $15 million. . ,
Mr. Blunt. Yes, and in addition to t ha t $1.5 million of our technical 

assistance appropriation  under title II I,  fo r a total of $16.;> million in
earmarked funds. „ . ~ .... TSenator Hollings. So you have a total of $16.5 million In the $40
million supplemental request is included $30 million for development 
facilities; $9,100,000 for planning, technical assistance, and research; 
and $900,000 for operations and administration ; is tha t correct .

Mr. Blunt. That is correct.
Senator Hollings. Thank you very much, Mr. Blunt.

r





SMALL BU SIN ESS ADMINIS TRATION

STA TEM EN T OF THOM AS S. K L E P P E , A D M IN IS T R A T O R , SM ALL  
BU SIN ESS A D M IN IS T R A T IO N

ACCO M PA N IE D  B Y :
JO H N  A. K N E B EL , G EN E R A L  CO UN SE L
H E R B E R T  T. M IL L S, D IR ECTO R, O FFIC E  OF  BUD GE T AND 

F IN A N C E
LIE N FOR UN PA ID  EXCIS E TAXES

Senator  Hollings. I welcome the Director of the Small Business 
Admin istration, Mr. Thomas Kleppe.

Last night, on the  TV, I saw a report  t hat  in Los Angeles the IRS  
had filed a lien o r claim against a man’s automobile for $1.63 in un­
paid excise tax. The taxpayer had refused to pay it  on the basis tha t 
the war in Vietnam was illegal and immoral, and IRS brought suit 
for the $1.63. Aren’t you the gentleman who said you could not bring 
a claim for less than $500 in the Los Angeles area ?

Mr. K leppe. I  think you will recall tha t I  said we could not afford 
the luxury of inst itut ing a lawsuit for amounts less than $500. At 
tha t time we did not have the proof we thought we needed.

EA RT HQ UA KE  DAMAGE LOANS

Senator  Hollings. You had about 120 such claims as a result of 
tha t earthquake, and close to $60 million ran down the drain  in the 
months of September, October, November, and December. It  was your 
testimony tha t 70 or 80 percent of them were ri ght a t the $3,000 level.

Mr. Kleppe. 52 or 53 percent.
Senator Hollings. I s not tha t enough proof  to you tha t the con­

tractors went around soliciting business in the affected area, saying 
they could get the homeowner an SBA loan because SBA was not 
going to follow up ? Wh at we were really doing was distr ibuting un­
deserved money in the Los Angeles area. The reason for my question 
is to find out i f those contractors are go ing to move up to New York.

Mr. Kleppe. I  wouldn’t know.
Senator Hollings. I am dead serious about this matter .

PROPOSED FORGIVENESS LEGISLATIO N

Senator  Young. Would the basic forgiveness be $5,000 under the 
President’s proposal ?

Senator Hollings. When did that occur ?
Mr. Kleppe. It  has not occurred yet. It  is under consideration in 

the Senate Banking, Housing and Urban  Affa irs Committee.
Senator  H ollings. We will oppose that.  I am sure Senator Young 

will help me. You don’t recommend tha t you double the clause from 
$2,500 to $5,000, do you ?

81-511
(4 7)
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Mr. Kleppe. The adm inistrat ion sent  up a b ill fo r Hurr icane  Agnes 
and Rapid City which allows $5,000 forgiveness and 1 percent interest.

The House passed a bill provid ing for $2,500 forgiveness and 3 per­
cent interest. The whole question has been on the retroactivity or  how 
far  back or forward to go. The Senate proposal, as I understand it, 
brings the forgiveness up to the $5,000 level.

Senator  Young. It  was put in there a few days ago.
Mr. Kleppe. This would be with 1-percent interest  and would go back 

1 year and forward 1 year.
Senator Hollings. Do you recommend tha t ?
Mr. Kleppe. This was not pa rt of the recommendation of the ad­

ministra tion. That was completely a temporary bill for Agnes and 
Rapid City.

The Senate committee has been try ing to determine a time frame.
Senator  Hollings. I f the  retroactivity were to go back to Janu ary  1, 

it would include the California earthquake, wouldn’t it ?
Mr. Kleppe. Yes; the grant of $2,500 would be raised to $5,000 if 

that  became law.
Senator Young. That would be a serious matter. I would like to add 

that the aim was to coordinate th at with the other bill. We ought to do 
it so that both bills would have the same provisions.

Mr. K leppe. It  is important to us that the provisions o f F HA  and 
SBA be the same. Otherwise, it would promote loan shopping. We 
testified to that before the Senate Banking, Housing and Urban  Affairs 
Committee and we indicated our same feelings before the House. The 
provisions should be the same or it will promote loan shopping and 
we are not going to compete.

Following the 13 inches of rain  in Brainerd, Minn., the Senate took 
some action on the farm home loan provisions.

Senator Young. The Banking, Housing and Urban Affairs Com­
mittee will report the bill next Tuesday.

Mr. K neiiel. The plan is still to try  to smooth them out. They are 
going to have to further amend the FHA legislation. It is very awk­
ward from the standpoint of compatibil ity as far  as the SBA is 
concerned.

SUPPLEM ENTAL REQUEST

Senator  H ollings. I  did not mean to get off the track. Let me, with­
out objection, refer back to the very ini tial s tage of this tr anscr ipt.

The subcommittee will now consider the supplemental request of 
$1.3 billion for the disaster loan fund, and the  request fo r language to 
transfer  $20 million from such fund to the “Salaries and expense” 
account of the Small Business Administration to cover assistance ex­
penses to be incurred under the Hurr icane Agnes program.

The budget estimates and suppor ting justifications will be placed in 
the record.

(The estimate and justifications follow:)
SUPPLEMENTAL ESTIMATE 

(H. Doc. 92-325)
SMALL BUSINESS ADMINISTRATION

SA LARIE S AN D EX PEN SE S

For an add itio nal  amount for “Sala ries and expenses,” $20,000,000, to be tr an s­
ferred  from th e “D isas ter loan fund .”



DIS ASTER LOAN FUN D

For additional capital for the “Disaste r loan fund,” authorized by the Small 
Business Act, as amended, $1,300,000,000, to remain available without fiscal year 
limitation.

This supplemental app ropria tion will provide funds necessary to provide relief 
to the victims of Tropical Storm Agnes. These include a n estimated 115,000 home 
owners and 0,000 businesses.

SMALL BUSINESS ADMINISTRATION

D is a ste r  Loan F un d

JU ST IF IC AT IO N FOR SU PP LE MEN TA L APPR OPRIATION FIS CA L YEAR 19 73

This supplemental request for $1.3 billion is required to provide for the victims 
of the damage caused by Hurri cane  Agnes. The request also provides for the 
authority  to trans fer an addit ional  $20 million from the Disaster Loan Fund for 
Administr ative Expenses. The supplemental request was developed based ui>on 
the Disaster Relief Act of 1070.

As of June 30, 1072, the balance in the Disas ter Loan Fund was approxi­
mately $70 million. Also, there is $80 million additional  capita l in our FY 1073 
budget request now pending before Congress, making $150 million currently 
available  to approve loans in 1073. While this $150 million is sufficient to approve 
loans for existing disaste rs including Rapid City, South Dakota, because of the 
heavy urgent demands associated with Hurricane Agnes, these funds will be 
exhausted prior to the end of July.

The current  estimate of damage as coordinated with the Office of Emergency 
Preparedne ss for the six state s affected is $1,361,717,000. It is estimated tha t th is 
will result  in approximately 115,000 loans a t $1,148,000,000. Not included in the 
$1,148,000,000 are the requirements tha t will come in under Section 237 of the 
1070 Disas ter Relief Act, which enables an industrial or commercial enterprise 
which has constituted a major source of employment in an area suffering a major 
disast er declared by the President, and which is no longer in substa ntial opera­
tion a s a result of the disaster, to resume operations  in order to assist in restor­
ing the economic viability of the area. We are providing approximately $150 
million for these types of loans which brings us to our total of $1.3 billion. 

Authorized Appropriations
This fund was initially capitalized by the tran sfer  of an applicable portion 

of the assets, liabilities, and unexpended balance of the Revolving Fund, Small 
Business Administration on July  1, 1966. Appropriations are  authorized to be 
made to the fund as capital to the extent required to carry out the authorized 
functions. The estimated balance of the fund at June 30, 1972, is $73.5 million. 
The $1.3 billion capital appropriation,  along with the $80 million appropriation 
contained in the FY 1973 budget estimates and the current balance will be 
sufficient to provide a loan level of $1.45 billion in FY 1973.

Adminis trative Expense
The requirements to provide support as a result of th e damage done by Hur ri­

cane Agnes and other disasters, existing and future , are estimated  to be $29.7 
million. There is $9.7 million presently available for this purpose, leaving a 
net requirement  for the $20.0 million contained in this request. The estimate 
is as follows:

I. Disaster Loanmaking

A. Agnes—$2/,744,000.—This will provide for 654.7 man-years of support in 
the 79 offices that have been opened in the 6-state area affected by the storm. 
Also included is $7.0 million to provide for damage evaluation  reports on a 
contract basis. This contract with the General Adjustment Bureau, a profes­
sional appra isal organization, will enable the Agency to eliminate redtape and 
speed up the processing time by waiving the requirement to have a contrac tor’s 
estimate  prio r to our accepting the loan application.

Funds for this purpose are  being initially advanced by the Office of Emergency 
Preparedness. This request will enable us to reimburse them. The request pro­
vides for travel and all  other items of administrat ive expense required to provide 
this assistance.
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B. Existi ng Disaste rs—$3,000 ,000.—This  will provide for the supp ort to the  
othe r acti ve dis aster operation s in Rap id City, South Dako ta ; Phoenix, Arizo na;
Corpus Chris ti, Texas; New England , Califo rnia, and  the oth er smal ler decla­
rati ons  throu ghout the count ry.

C. Contingency for  Fu tu re  Disas ter s—$3,000,000.—This  would provide  the 
fund ing for the adm inistrativ e sup por t required  for  any fu tu re  disas ter. As 
indicated,  the requi rements of exi stin g dis ast ers  would leave no fund ing ava il­
able to provide  assistance if and  when a dis ast er should occur in the futur e.
This  would enable us to respo nd promptly to the  needs of the victims of such 
a disa ster .

II . Dis ast er Loan Servioin g—$2,000,000
As of Jun e 30, 1972, the dis as ter  loan portfo lio consisted of 160,007 loans with 

a net loan balance  outs tand ing of $632.4  million. The loan portf olio  was made up 
of 145,363 home loans with  an out standi ng balanc e of $295.4 million and 14,644 
dis ast er business loans with  a loan balance  outstan ding of $337  million. In num­
bers, ou r disaste r loan port folio  has increased more tha n 300 perce nt over the <
portfo lio in existence  on June  30, 1969. During the same period of time, our per­
manent employment ceiling  has  decreased from 4,250  to 4,01 9 at  Jun e 30, 1972.
In add itio n to the portfolio , as of Jun e 30, 1972, there will be a n add itional 25,600 
loans to be added as a result  of the  Los Angeles eart hqu ake , the  flooding in New 
York a nd New Je rsey,  and oth er sma ller  d isas ters.  The Rapid City, South Dakota *
dis ast er will add another  4,000  loans, and  we are cur ren tly est ima ting  that  Hu r­
rican e Agnes will produce nea rly 115,000  loans. Tak ing into  acco unt Hurrican e 
Agnes, the Agency’s d isaster loan portfolio will exceed 300,000  loans representing 
a net collectible balance  out sta nding  af ter appl icati on of forgiveness cred its of 
over $1.6  billion.

Increas es in workload of this mag nitude ju st  cann ot be a ccommoda ted within 
exis ting  staffing levels. An increase of 340 perm anent person nel is necessary if 
we are  to provide the necessary servicing  and collection followu ps in order  to 
minimize  losses in this large loan portfolio. This  re quir ement was developed usin g 
product ivity  stan dar ds and based upon our  exper ience in the offices which  al ready 
have a  h igh volume of disas ter loans.

The inord inate ly high delinquency, liquidatio n and  charge-off activity , expe ri­
enced in New Orleans following Hurric ane  Betsy, in which the  staffing was both 
inadeq uate  and too late, is being reflected in subseq uent dis ast er operations, 
par tic ula rly  Gulfport , Louisiana , and  Corpu s Chris ti, Texas. We expect the same 
in Los Angels. The level of effort  repre sente d by the  340 personnel space in­
creas e can be expected to be highly cost effective in reducing to an absolute  
minimum charge-offs in the dis as ter  loan portfolio.

The sta tus of our dis aster loan portfolio is one of our prime concerns. Eigh t 
of our  offices have been desi gna ted as high volume dis ast er loan offices and are 
employing  specia lly designed comp uter-assis ted collection techniques. These offices 
are  New York, New York; New ark, New Jers ey;  Hato Rey, Pue rto  Rico; Gulf­
port,  Mis siss ipp i; New Orlea ns, Lo uis ian a; Corpus Christ i and Harling en,
Tex as ; and  Los Angeles, Cal ifor nia.  The rat e at  which accou nts in past  due 
sta tus  is growing is illu str ate d by the fact  th at  these  past due accounts have 
increased by 80 percent in the  perio d September  1971 to Ju ne  1972. As of Sep­
tember 30, 1971, ther e were 12,97 8 accou nts pas t due, 7,300 of which were pas t 
due 60 days or more. On Jun e 30, 1972, there were a tota l of 23,393 pas t due 
accounts (1 4% ) 10,658 of which were  p ast  due 60 days or more. Of the past  due 
accoun ts, 19,963 were held by ou r eigh t high volume dis ast er offices. The dis- 
I>ersion of lending acti vity  caused by Hurric ane  Agnes can be expected to result 
in a minimum  of three add itio nal  high volume offices in Phi lade lphia and Pi tts ­
burgh, Pennsylva nia and Syracuse, New York. *

Not consid ering the cur ren t dis ast ers  such as Rapid City, South Dakota and 
Hu rric ane  Agnes, since Jul y 1969, we have had five oth er maj or disa sters:
Hu rric ane Camille, Hu rric ane  Celia, Los Angeles Earthqua ke,  the  flooding in 
New Jer sey  and New York, and  Hu rric ane  Fern. In these five disaste rs alone, 
we have  approved  over 145,000 loans,  and  we have not been ab le to add addi tional 
I>ersonnel to service these loans. As sta ted  before, the i>ermanent personnel ceil­
ing of the Agency has decre ased from 4,250 at the end of Fisc al Y|ear 1969 to 
4,019 curre ntl y authorized.  These  additional employees are esse ntia l to provide 
servicing to the borrow er and to followu p to assu re th at  c ollections of outstan d­
ing balan ces are received. They ar e essential  not only because of the increa se due 
to Hu rricane  Agnes, b ut becau se of the alre ady  larg e out standi ng loan portfolio.
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SM ALL BUSIN ESS ADM IN ISTR AT IO N, DISASTER LOAN FUND 

PROGRAM AN D FIN AN CING  (I N  THO USAND S OF DOLLARS)

Adm inis trative reservations Cost and obligations

32- 45-4 153-0 -3 -5 06

Prior Revised
1972 1973 1973

estim ate est imate estim ate

Prior Revised
1972 1973 1973

est imate estim ate estim ate

Program by act ivit ies:
Capital  outlay:

Disaster loans:
Direct and immedia te pa rticip at ion:

Hom e................................................... 251,20 0 65,80 0 1 ,0 00, 000  25 4,30 0 82 ,300  926,00 0
Busin ess ....................... .................... 70 ,908  34,20 0 45 0,00 0 71 ,700  40 ,572  41 6,00 0

Guaranteed.................................................  2,150  .................................................................................................................

Total disaster loans............................. 32 4,258
Guaranteed loans not expected to

be purchased (9 0 perc ent) ..............  —1 ,935

Total loans.............................................. 32 2,323
Adm inis trative reservations:

Star t of year...............................................  71 ,853
End of year.................................................. —71,853

Change in selected resources...........................................
Adjustment in selected resources (loan  

ob lig at ions )................................................. .

Total capital  outlays....................................

Operating  costs, funded:
(a ) Interest  expense to Treasu ry ................
(b ) Interest  expense on partic ipation

certi fica tes................................................
(c ) Adm inis trative expense...........................
(d ) Oth er costs and expenses......................

Tota l operating costs, fun de d..................

Total obligations...........................................
Financing:

Receipts and reim bursements fr om :
Federal funds:

Investment income from  particip a­
tion sales fund .....................................

Non-Federal sources:
Loan repayments.....................................
Sale of acquired co lla teral....................
Repayments on judgm ents and notes

receivable..............................................
Revenue......................................................

Recovery of prior yea r ob lig at ions .....................
Unobligated balance ava ilable , sta rt of year :

Reserved.............................................................
Unreserved.........................................................

Unobligated balance transferre d from Partici­
pation Sales Fund ( re tir em en t of particip a­
tion certi ficates)....................................................

Unobligated balance transferre d to Particip a­
tion Sales Fund (prin cip al collections from
pooled obligations) ...............................................

Unobligated balance, end of year:
Reserved.............................................................
Unreserved................................. .......................

Redemption of Agency debt (partic ipa tio n 
ce rti fic ates )............................................................

Budget authority ........................................................
Budget authority :

Curre nt:
Appropriation (d ef in ite ).................................
Proposed supplementa l for add itional

capital (d e fi n it e ). .......................................
Permanent: Appropriation (i n d e fi n it e ). ............

Relation of obligat ions to outlays:
Obligations incurred (n e t) ......................................
Obligated balance, start of year.......................
Obl igated balance, end of year.............................

Outlays................................................................

100,000 1,4 50, 000  32 6,00 0 122,8 72  1 ,3 42, 000

100,0 00 1,45 0, 000 326,00 0 122,8 72 1,3 42, 000

71 ,853
-7 1 ,8 5 3

71 ,853  . 
-7 1 ,8 5 3  .

-1 4 ,6 7 7

11 ,000

-3 3 ,0 7 2

10 ,200

68,02 9

39 ,971

32 2,32 3 100,0 00  1,45 0, 000  32 2,32 3 100,0 00  1,4 50, 000

45 ,6 00  60 ,751  10 0, 29 0

7,395 5,72 5 5,7 25
16 ,283  17 ,352  37 ,6 46

750 1,00 0 4 ,0 00

70, 028  84 ,8 28  147, 661

392,  351 184,828 1, 597 ,66 1

- 1 ,2 2 5  -1 9 2  - 1 9 2

-6 1 ,0 2 8  -6 0 ,0 0 0  -8 6 ,0 0 0
- 2 7 0  - 1 0 0  - 1 0 0

- 5 5 0  - 5 0 0  - 5 0 0
-2 0 ,9 5 0  -2 2 ,0 0 0  -7 8 ,1 5 0
-1 1 ,0 0 0  -1 0 ,2 0 0  -3 9 ,9 7 1

-7 1 ,8 5 3  -7 1 ,8 5 3  -7 1 ,8 5 3
-2 1 1 ,7 5 6  -  24 ,5 00  -  73, 500

-3 4 ,0 0 0  -8 ,0 0 0  -  8,0 00

13 ,000  11 ,000  11 ,000

71 ,853  71 ,853  71 ,853
73 ,500  4,300 52,38 8

34, 000  8,000 8 ,0 00

172,07 2 82,63 6 1 ,3 82,6 36

17 0,00 0 80,0 00  80,0 00

.............................................................  1 ,3 00,0 00
2,0 72 2,6 36 2,636

29 7,32 8 91 ,836  1, 3 92 ,748
42 ,0 73  75 ,788  46,5 76

-4 6 ,5 7 6  -  53,7 63  -1 5 4 ,6 1 7

29 2,82 5 113 ,861 1 ,2 84,7 07
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INT RODUCTION  OF ASSOCIATES

Senator Hollings. Mr. Kleppe, the subcommittee will be pleased 
to hear from you and your associates on the need for the additional 
funds.

Mr. K leppe. I have a short s tatement which I  would like to read in 
which there is a terse description of this.

Fir st, I would introduce Mr. Joh n A. Knebel, our General Counsel; 
and Mr. Herbert T. Mills, the Director of the Office of  Budget and 
Finance.

Senator Hollings. Air. Knebel is a high-priced lawyer. He does 
not brin g claims unless they are over $500, but  the  fellows at IRS 
bring claims for $1.63.

Mr. Kleppe. I question the  validity of  the  comparison between the *
situations.

Senator Hollings. Why do you question it?

POS SIBLE FRAUD *

Mr. K leppe. A t that time there was a statement in the Los Angeles 
Times about fraud. I said they can afford the  luxury o f a statement 
without  proof and we couldn’t. Consequently, having  referred  these 
matters to the Department of Justice, and considering the amounts 
of money involved, they chose not to  proceed. Th is is no t to say tha t 
some of them would not have been found guilty. We might have won.
What we did was to plug up the holes administratively.

Mr. Knebel. At the time, we were defending a case which has 
subsequently been dismissed. Additionally, as the administrator has 
pointed out, we do not have the authority to bring  either civil or 
criminal proceedings in our own right.

We must, therefore, go to the U.S. Attorney. Under the pending 
legislation in the Senate—now reported by the Senate Banking and 
Currency Committee—we will have the authority to seek one and a 
half  or  two times as a civil penalty for the  misuse of funds. We have 
strongly  advocated this thing. F rankly, it is a problem which you pin ­
pointed very well in the Los Angeles area.

Senator Hollings. Did your  office investigate the contractors in­
volved and find there were only two or three contractors in on this?
Did you investigate? What did your investigation show?

Mr. K nebel. We do indeed investigate every single allegat ion about 
any contractor. We did this  on our own and in conjunction with the 
local authori ties who licensed the contractors. We have no control 
over the licensing of California  contractors. We did take these things 
up with .the California authorities.

Senator Hollings. How many contractors were involved?
Mr. Knebel. Offhand. I  don’t really know, sir. I know personally, 

that  a t least a half dozen were involved. I don’t know how many more 
were brough t in. The Governor had a group looking at this. The Better 
Business Bureau was contacted, as was the State  au thor ity which did 
the licensing. I know t ha t we are looking at a group of at least a 
hal f a dozen.

Senator Hollings. I have never heard of such a convenient earth­
quake. Millions were spent in payments and the  majority  of the loans 
were at the $3,000 level.
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Mr. Kleppe. You have got to accept the fact that  a grea t deal of 
that is brough t about by the  law itself.

Senator H ollings. I want to be certain tha t with this supplemental 
appro priat ion you will have some kind of audit or investigatory prac ­
tice, or some check tha t would nip violations in the bud. California 
is the only instance where this has been abused. However, the  fact is 
tha t you did nothing about it.

Mr. K leppe. We did  a lot about it and we will not accept that state ­
ment.

Senator Hollings. The statement  is in the record already. How 
many millions did you lose for the Government thro ugh loose admin­
istra tion ?

Mr. Kleppe. I  wouldn’t say how many millions should not have been 
disbursed. However, when you say we did not do anyth ing about it, 
I do not accept that because we did a lot of things about it and we 
have continued to do a lot of things about it.

Senator H ollings. I will let you proceed with your statement.

EVALU ATI ON OF  CL AIM S

Senator Young. When I asked Mr. Lincoln of the Office of Emer­
gency Preparedness how you were going to appraise all of the claims— 
and there will be thousands  of them—that  they will get in the future, 
he said they were going to hire professional appra isers  to appraise 
these claims to the fullest  possible extent. Do you agree with th at idea ? 
Will you get into that area, or will you have enough people to appraise  
these claims?

Mr. Kleppe. I address that in my statement.
Senator Young. Will you hire professional appraisers?
Mr. Kleppe. We have contracted for exactly what you are talking 

about. This is where most o f our  trouble came from in California. We 
hired appraisers,  and we could not get the qualified people we needed. 
We are going to use an entirely different approach to this  in New York 
and Pennsylvania .

Sena tor Young. If  this legislation goes through as it is presently 
written under the $5,000 forgiveness, you will be sta rtin g at the top.

Mr. Kleppe. We have 500 people assigned in those State areas of 
Agnes righ t now. This is one of the things tha t brought this out. These 
are holes that I want to talk  about and I will ta lk about in my state­
ment.

EM ERGENCY SU PPLEM EN TA L

Mr. Chairman and members of the committe, T would like to thank 
you for allowing us to appear before you on such short notice to ex­
plain our need for an emergency supplemental of $1.3 billion for the 
Disaste r Loan Fund, and authority  to tran sfer  an additional $20 mil­
lion fo r use as salaries and expenses associated with the disaster loan 
program.

DE ATH  OF SE NA TO R EL LE ND ER

May I  interject at this point and go on the record as indicating our 
deep regre t at  SBA over the loss of Senator Ellender . O ur association 
with him through the Appropriations Committee has always been a 
very close one, and we share  the loss of this fine man with the com­
mittee.
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Se na tor Young. H e was  a grea t mem ber of  th is committ ee.
Se na tor H ollings. T he re  is no ques tion  of  t ha t.

RE LIEF  FOR VIC TIM S OF STORM AGNES

Mr. K leppe . Th is is, o f c ourse, the lar gest reques t t ha t we have ever 
subm itted , and it  is ex tre me ly u rg en t since,  w ith ou t th is  su pplemental 
ap prop riat ion,  we will  be ou t of  fund s pr io r to Ju ly  30, 197*2, an d we 
cann ot  discontin ue ap pr ov in g loan s f or  the v ictims  of  Agnes,  the  worst 
di saster  in  the hi sto ry  of  ou r cou ntry. Th e sup ple me nta l is str ict ly 
fo r th e vi ctim s of  trop ical sto rm  Agnes.

But  fo r Agnes, we wou ld hav e had sufficient loan  fund s to han dle  
all  dec lare d dis ast ers  includ ing Ra pid Ci ty,  S. Dak. A t the  end of 
Ju ne 1972, we had $70 m ill ion  in the fund , and an othe r $80 million in 
the fiscal ye ar  1973 ap pr op riat io n request has been appro ved by both  
th e H ouse a nd the  Senate .

We know and un de rs tand  th a t we can use th at $80 milli on i f need be.
I  know I  do not need  to  describe to th e mem bers  of  th is  committee 

th e te rr ib le  destruc tion an d devasta tion caused by tropic al storm 
Agnes. You are all well aw are of  its wid esp rea d effect  in the  s ix- State  
area. More than  128,000 hom es and businesses  were dam age d and  de­
stroyed  and  whole com mu nit ies  were dealt  a heavy blow. Ou r current 
es tim ate  is th at  we will  ap prov e appro xim ate ly 115,000 loans  at $1.3 
bil lion in the  six -S tat e area  as set fo rth  in my sta temen t as fo llo ws : 

ES TIM AT ED  NUMBER AND LOAN LE VE LS

Numbe r
State of loans Amount

Virgi nia ....................................................................................................................................  10.068 $65,8 72,000
Flo rida..........................................    2,3 00 7,80 0,00 0
West V irg in ia..........................................................................................................................  1,260 3,640,0 00
Mar ylan d...............................................................    3,75 0 21,1 00,0 00
Penns ylvani a........................................................................................................................... 59,324 633, 645,5 00
New Yo rk .........................       38,042 415,631,0 00
Economic inju ry loans and disaster business loans  under sec. 237............................................................  153,00 0,000

To ta l............................................................................................................................. 114,744 $1,300 ,688,50 0

These  figures are  the best est imates we have at  th is  time. I f  the y 
pro ve to be unde rst ate d, or  if  wre ha ve anoth er major  dis ast er,  we will 
ju st  hav e to come back for  more fund s.

79  DISASTER OFFICES

In  c onjunction w ith  Ag nes , we ha ve opened 79 disaste r offices in  the 
six St ates  in  o rder to  speed  rel ief t o the  v ictim s. We  have  sta ffed these  
offices w ith  over  900 people. I  would add th at  we h ave  sent  hundred s 
of  SB A people into these offices to  get  them going. We have received 
130 to  140 employees  fro m ot he r Federal  agencies fo r us to use. I t  is 
difficult t o make  maximum use of  the m because we h ave th em only on a 
2- o r 3-week tu rnarou nd  b asi s and  th en  we h ave  to t ra in  new ones. The 
rest o f the people we ha ve a re  tem po rar y.

O ur  plan  is t o move ou r pe rm an en t peop le into th ei r perma nen t lo­
cation as fas t as we can . Th e reason I int erj ec t th at  h ere  is, because we 
are  ra id in g ou r regu lar offices th roug ho ut  many par ts  of  the Nat ion 
very serious ly, ou r othe r SB A activit ies  a re going to  move a t a gr ea tly  
reduced rate.
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Over 5,000 loans have already been approved. We are now getting 
into high gear, as you can see, these supplementa l funds  are urgently 
required in order to continue this ra te of operation.

We have a problem and we must address ourselves to it and other 
things have to go by the wayside as we are doing this. I would also 
add in here th at our goal is to be approving 1,000 loans a day in the 
Sta te of Pennsylvania and between 400 and 500 a day in the State of 
New York within a week.

CONTRA CT APPRAISALS

We have also done s till other things. For  instance, in answer to the 
Pres iden t’s call to cut redtape and speed disaster aid to flood victims, 

» we have revised our procedures so that we could accept applications
without a contractor’s estimate. The reason we can do this is because of 
the extra  GAB people added in there doing appraisa l w ork.

Senator Hollings. Wh at does GAB stand  for ?
* Mr. Kleppe. General Adjustm ent Bureau.

Senator Hollings. H ow much is that  contract ?
Mr. Kleppe. Tha t is at $70 each for a minimum of 50,000 units.
Senator  Hollings. $70 each for a minimum of 50,000?
Senator Young. What do you mean by tha t ?
Senator  Hollings. Is tha t $3.5 million ?
Mr. Kleppe. Yes, that  is the minimum contract.
Senator Hollings. You are requesting double tha t amount in your 

budget.
Mr. Kleppe. Yes, because we are project ing approximately 100,000 

loans in New York and Pennsylvania. The 50,000 was only to dete r­
mine a minimum base.

Senator  H ollings. When I am hired by you to work with the Gen­
eral Adjustment Bureau,  am I  appraisin g jus t the cost of repair or am 
I also appraising  the damage and the estimate of loss? Am I making 
the causal connection between Hurricane Agnes and the  damage I am 
looking a t ?

Mr. Kleppe. Tha t is correct.
Senator  Hollings. The GAB people are going to look not only at 

the amount of the loss bu t also at the causal connection between the 
hurricane itself and the damages claimed ?

Mr. Kleppe. Yes, tha t is their business. They  do this all the time. 
This is why we are going this professional route instead of gett ing 

<* into the same problems we had in California . We are doing this  on a
test basis. We believe we can find our answers here better than  we 
could under a lot o f oth er circumstances due to the size of the problem 
in those two States.

EX TEN T of restoration

Senator Young. Another problem arose when Mr. Lincoln of the 
OE P testified. He  said in the case of a public building, for instance, 
a courthouse, where the damage was $1 million and the people wanted 
to build a new bu ilding , they would be reimbursed for the amount of 
the damage and they could put up the rest of the money themselves. In  
other words, the obligation they had was to restore the building as it  
was.
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In  the case of a home under your program—if the appraisal  values 
the loss at $4,000—can you take that money and build a new home?

Mr. Kleppe. We would replace the loss that  they suffered. I f he is 
going to put a new room on, he can do that.  If  he wants, a t the same 
time, a remodeling job he can do t ha t too; however, that  would take 
extra funds. All we do is make him a loan—based on his loss—to repair 
the damage and not to improve or add anything. We only replace the 
loss he suffered. This is consistent with the policy of the OEP.

ADMINISTRATION PROPOSAL

Senator Young. Did the administration propose the $5,000 forgive­
ness rate?

Mr. Kleppe. Only on the temporary Agnes bill. *
Senator Hollings. This would be a loan and not a grant, is th at 

correct ?
Mr. Kleppe. What?
Senator Hollings. I s i t correct t ha t this would be a loan and not a *

grant ?
Mr. Kleppe. We are talking about loans but  the grant is a part of 

the loan. Under the present law there  is a $500 loan on the front  end, 
afte r which up to $2,500 is forgiven. The proposal pending before the 
Senate is that the first $5,000 be a grant  with no front  end loan of 
$500. I n this way, a loan would only take place beyond the first $5,000.

Senator Young. So, if he had $7,000 of repairs it would amount to 
the same thing as having a $2,000 loan ?

Mr. Kleppe. Yes, tha t is the proposal.

AGENCY RECOMMENDATION

Senator Hollings. What is your recommendation ?
Mr. Kleppe. Our recommendation is substantially tha t for Agnes 

but not fo r permanent legislation.
Senator H ollings. Wha t is th e rat ionale for putting the $5,000 for­

giveness in there?
Mr. Kleppe. The President recommended it.
Senator  Hollings. What was his rationale?
Mr. Kleppe. The seriousness of the disaster. In this disaster, we have 

probably got more homes and businesses that  have suffered substantial 
damage than in any disaster we have had. By this  I  mean people who 
have suffered in excess of 50-percent loss. Many homes and businesses %
have suffered close to 100-percent losses.

Anothe r reason behind the Pres iden t’s recommendation is the com­
mercial impact of this disaster. Many businesses have been wiped out 
and many people have lost jobs. I  am sure th is was another p art  of his •
consideration.

Senator  Young. With  all the  rebuilding, the employment will be 
better.

Senator  Hollings. Has this been done before?
Mr. Kleppe. Do you mean the $5,000 forgiveness?
Senator  Hollings. Yes, and also the type of approach.
Mr. Kleppe. Xo, this is a different approach. I would add in here 

SBA’s major recommendation along the line of this legislation is to 
get rid  of tha t $500 loan because it is an adminis trative n ightmare tha t 
is not worth the cost it takes to put  it on the books.
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Senator H ollings. How would you write it off ?
Mr. K leppe. I would not have the loan on the fron t end. I would 

have the g ran t and then let the loan take place afterward . Tha t is the 
Senate committee’s proposition and the House has already passed a 
simila r version.

HOU SE-PAS SED  LEG ISLATION

Senator Hollings. I  would ask again, has the House passed it with 
the grant at the  f ron t and the loan thereaft er with $2,500 forgiveness ?

Mr. Kleppe. They passed it with $2,500 and 3 percent.
Senator H ollings. A $2,500 grant  and from then on 3-percent inte r­

est is tha t it?
Mr. Kleppe. Yes, that  is the proposed legislation.

» Mr. Knebel. You also have the  option of having  a stra ight  1-per-
cent loan in the House-passed legislation if you forgo forgiveness.

Senator Hollings. Ho you have any recommendation on that  ?
Mr. K leppe. I do not like the option idea. I think we ought not to

♦ mess with the option plan.
Senator Hollings. Wha t was the rationale  behind the option plan ?
Mr. K nebel. According to Mr. Patman’s speech on the floor, he felt 

tha t the 1-percent interest rate for large loans was good. He felt the 
$2,500 forgiveness would mean nothing to a large loan but tha t a 
1-percent interest ra te would be very fair.

Mr. Ki ,eppe. When I refer to Hurricane Agnes I  want to include the 
Rapid City Hood. T hat is a p art of this emergency legislation tha t was 
considered by the Senate  Banking Committee.

EX TE NT  OF COVERAGE

Senator Hollings. The way it is now being presented, next  week it  
would include not only  the Hurricane Agnes and Rapid City disasters 
but also all the disasters dating  back to the Califo rnia  earthquake.

Mr. Kleppe. Yes, this legislation would go back to January 1, 1971.
Senator Hollings. We would include all the disasters back to Feb­

ruary  including Agnes and Rapid City ?
Mr. Kleppe. Yes.
Senator Hollings. You may proceed with your statement.
Mr. Kleppe. The sheer magnitude of Agnes precluded us from 

handling appra isals internally . It necessitated contracting with the 
General Adjus tment  Bureau, a professional appraisal organization 

- servicing the insurance industry. This service is provided the app li­
cants without cost to them; however, they are not relieved of the re­
quirement to show proof  of their  loss. All borrowers will be required  
to present SBA with  a certification from the contractor when the work

• is completed.
SALARIES AND  EX PENS ES

Mr. Chairman, I would now like to turn  to  our request fo r an addi ­
tional $20 million to be transfe rred to salaries and expenses for dis­
aster loanmaking. The greatest portion of these funds is to provide 
for 655 man-years o f support in the disaster field offices located in the 
six-State area. These are people who interview, screen, and process 
the loan application. Travel costs, per diem, supplies, equipment and 
other contractua l services associated with the operations of the offices
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are also covered. Additionally, 340 permanent  positions are being 
sought to  provide loan servicing and to collect the outstanding loans.

LOAN PORTFOLIO

I want  to say here that  we presently have 160,000 d isaste r loans on 
the books and we are p rojecting another 128,000 here. When you add 
tha t together with other disasters we are going to end up next year 
with probably 300,000 disaste r loans in our portfolio.

Mr. Chairman, our disaste r loan portfolio has increased by more 
than  300 percent since June 30, 1969. During this same period, our 
permanent staff has decreased from an authorized ceiling of 4,250 at 
June  30, 1969, to 4,019. In  addit ion to the loans t ha t will be added 
as a result of tropical storm Agnes, we are adding some 4,000 loans «
in R apid City, S. Dak., and are continuing the processing of loans in 
the other  disaster areas declared prio r to tropical storm Agnes. By 
June 30, 1973, we estimate that our disaste r portfolio will exceed 
300,000 loans with a net balance, afte r application  of forgiveness t
credits, of over $1.6 billion. Increases in workload o f this magnitude 
just cannot be accomplished within  our existing staffing levels—the 
additional 340 permanent positions are urgently needed.

Mr. Chairman, and members of the committee, I thank you for your 
attention , and we will be pleased to answer any questions you may 
have.

CL AIMS  I N  LOS ANG ELES

Senator Hollings. Has your office brought any claim whatever in 
the Los Angeles earthquake disaster loan program ?

Mr. Kleppe. We turned  some over to Justice. To my knowledge 
none have been prosecuted nor has there been any decision made along 
tha t line.

Mr. Knebel. They still have some active cases.
Senator H ollings. How many loans did we give on th at ?
Air. Kleppe. About 55,000.
Senator  Hollings. Do you mean tha t out of approximately 55,000 

loans all you have is six or seven under investigation ?
Mr. K leppe. Yes, we have six or seven active ones which we thought 

had enough substance tha t might justi fy prosecution.
Senator Hollings. No claim was brought in ?
Mr. K leppe. I don’t know if the claim action has been brought up.

We have given them to Justice. MWe looked a t a lot more in try ing  to  gathe r enough evidence th at 
would be worthy of an ything t ha t could be prosecuted and hopefully 
to win one.

Senator H ollings. In your looking at it and trying to gather evi- *
dence you did not find any ?

Mr. Kleppe. It was difficult to find the proof.
Senator  Young. Presently you have to go to the U.S. attorney if 

you wan t to prosecute a case but under the new legislation you are 
seeking SBA could do the prosecuting themselves.

Mr. Kleppe. The House has some provisions in it for proof of loss 
and they have some penalties in there. As I understand it, we would 
have more muscle than we have today.
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Senator Young. Would you have a prosecuting attorney in the 
SB A?

Mr. Knebel. Sir, tha t is not clear.
Mr. Young. If  you entered the prosecuting area you would have a 

staff of attorneys, wouldn’t you ?
Mr. Kleppe. Yes, we would have to have more people than we have 

now.
Mr. Young. Do you have a staff of attorneys  now ?

NU MBE R OF ATTORNEY PERSON NE L

Mr. Knebel. Yes, sir. We have 185 attorneys in 63 offices.
Senator Hollings. Are they on the regular payroll  ? 

t Mr. K nebel. Yes.
Senator H ollings. O ther  than the c losing cases there are only six or 

seven cases in the entire number ?
Mr. Kleppe. It  is a few. We have turned them over and they are

* still  active, because Jus tice  has not said, we are not going to do any­
thing.

Mr. Knebel. We have litigat ion, Senator, at this  t ime in excess of 
$100 million in courts in several jurisdictions around the country, 
most of which is bankruptcy  litigation.

Senator  H ollings. These are not losses due to the  Cal ifornia earth­
quake ?

Mr. K nebel. No, sir.

RAT E OF LOAN APPROVALS

Senator  Hollings. You state tha t over 5,000 loans have already been 
approved. How much has been disbursed to date under the  Hurricane 
Agnes assistance program ?

Mr. Mills. We a re approving between $8 and $10 million per day, 
current ly.

Mr. Kleppe. J us t under  $15 million has been disbursed so far.
Senator  Hollings. You estimate you will run out of funds on 

Monday ?
Mr. Kleppe. We very well could be out of money on Monday.
Senator Hollings. Isn’t that your  statement?
Mr. Kleppe. Yes, sir. Mr. Chairman, our money is based on loans 

approved. We have accepted applications  for $282 million.
, Senator Hollings. But you will be out of money on Monday ?

Mr. Kleppe. Yes, or rig ht close to it. The $80 million which is 
covered in the resolution could carry us another week. A t the rate of 
$10 million a day tha t could carry  us another week.

• Sena tor Hollings. Would you be paying  out  $10 million a day?
Mr. Kleppe. We are approving between $8 million and $10 million

a day.

DISASTER COVERAGE PROVIDED BY SU PP LE ME NT AL

Senator Hollings. H ow long would the $1.3 billion last?
Mr. Kleppe. It  is our  testimony tha t t his is str ictly  for Agnes. We 

project the best estimates we can. This will cover the six-State areas 
for Agnes. That leaves us the $80 million for the other  disasters we
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have and whatever might occur t ha t is going to eat tha t up. These are 
our best estimates.

Senator H ollings. At $10 million a day, you would be out of money 
in about 25 weeks—approximately a 6-month period ?

Mr. Kleppe. We hope it  will take  care o f this disaster. As I indi­
cated. if we have another disaster, we will be right back up here.

Senator  Young. How can you approve loan and g ran t applications 
for Agnes and Rapid City when the law is still pending and you don’t 
know whether  it will be $2,500 or $5,000 ?

Mr. K leppe. All of my requests in this statement  a re based on the 
present law.

Senator Young. The $2,500 law ?
Mr. K leppe. Yes, based on the  $500 loan on the  fron t end and the 

$2,500 forgiveness. Whatever implications  new legislation will have 
can, obviously, make some changes. I am here today test ifyin g solely 
on the basis of what we have and the situation we are in from the 
emergency standpoint.

Senator Young. If  you went to  the  $5,000 forgiveness would it then 
cost more than $1.3 billion ?

DISASTER COVERAGE UN DER NE W LEG ISLATION

Mr. Kleppe. No, the estimates are that this  will still take care of us. 
This is our best estimate; even though the loans will be cut down the 
dollar exposure will not be cut.

Senator Holllings. Assuming the $2,500 forgiveness is enacted into 
law, could you give the committee a breakdown of the $1.6 billion?

Mr. Kleppe. What is the $1.6 billion ?
Senator  H olllings. I  thought it was $1.6 billion for the  overall f or­

giveness, the estimate for the earthquake in Los Angeles, the  Rapid 
City disaster, and now Hurr icane Agnes.

Mr. Kleppe. The $1.6 billion is the  projected value of  th e disaster 
loan portfolio. Do you want a breakdown of the forgiveness?

Senator Hollings. Yes, in connection with the present law.
Mr. K leppe. We will do our best to supply t ha t to you.
Senator  Hollings. Yes, I would like to have tha t for the record.
(The information follows:)
TOTAL FORGIVENESS UNDER 1969 AND 1970 DISASTER ACTS WITH ESTIMATE FOR FISCAL YEAR 1973 

(In thousands)

Prio r to Estimate
«

fiscal year for fiscal
1973 year 197 31 Total

Ce lia.................................................
Cam ille. ..........................................
Los Ange le s. .................................
F e rn .. ............... .............................
New Jersey and New York floods.
Other ................................................
Agnes................................ . ...........
South Dako ta .. ..........................

Total .................... ...............

$36,942 $27, 500 $64,442
24. 572 3,100 27,672

110,337 45,100 155,437
12.396 11,400 23. 796
25,014 15,800 40,814
40,911 9,400 50,311

250.371 250, 371
10,000 10, 000

250,172 372,671 622,843

i Estimates are based on the present level of $2,500 maximum forgiveness. Forgiveness cred its are recorded at tim e o f 
disbu rsement and not  at t ime  of approval .
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FEDERA L FLOOD INSU RA NC E PROGRAM

What is the relationship of the  Federal flood insurance program to 
this supplemental request ?

Mr. Kleppe. There is no direct relationship.
Senator H ollings. There is none at all ?
Mr. Kleppe. No.
Senator Young. If  they had flood insurance would they be doubly 

paid  ?
Mr. Kleppe. No; i ts proceeds are looked a t like insurance and not 

included as par t of their loss.
Senator Young. What  if they have insurance and the SBA does 

not get into i t ?
Mr. K leppe. If  they had insurance for flooding, they could qualify  

for $17,500. W hat is happening  to us is tha t we have some large busi­
ness loans in Agnes tha t are involved. We have already approved one 
and we have more applications.

Senator Hollings. Is there no limitation on thi s ?
Mr. Kleppe. There are no limits under section 237. That adds up 

pre tty fast once you s tart getting those types of loans.
Senator  Hollings. But, the Federa l flood insurance program does 

not have any relation whatever to this program.
Mr. Kleppe. There is no direct relationship to this  request.
Senator  Hollings. W hat is the direct relationship to your general 

program ?

RE LA TIO NS HIP OF FLOOD INS UR AN CE  PROGRAM TO LOAN PROGRAM

Mr. Kleppe. I t is rela ted to the extent  that  if  there is flood insurance, 
the loan comes in aft er the amount of insurance has been deducted.

Mr. Knebel. The Congress passed a joint resolution wherein they 
extended by 2 years the grace period which would require you to have 
flood insurance. There  is a provision in the flood insurance law that  
says i f you live in an a rea tha t is declared eligib le for flood insurance 
and you don’t take th at  insurance within 1 year of the time it becomes 
eligible, you will not be entitled to any benefits under the disaste r 
law. The effective date was to have been December 31, 1971, but the 
Congress set th at off unt il December of 1973. A t the present time we 
have no cu rrent  relationship with the flood insurance program.

Senator  Young. We d on’t know the way we do things . Do they last 
for 6 months?

Mr. Kleppe. The loans will not last for 6 months.

LOCATION OF PERSON NEL

Senator  Hollings. Where are you going to put all the people?
Mr. Kleppe. If  we go up to where we were 3 years ago, we would 

only be adding 100 people. There are all k inds of places to pu t them. 
We are lowly staffed.

Senator Hollings. Does the Hurr icane  Agnes program cover the 
Distr ict of Columbia ?
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COVERAGE OF PROGRAM

Mr.  K lepp e. T hat  was no t dec lare d by the  Pr es iden t.
Se na tor H ollings. W here does it apply , in Virg in ia , Flor ida,  West  

Vi rg in ia , M ary lan d, Pe nn sy lvan ia , and New York?
Mr. K lepp e. Yes, sir.
Se na tor H ollings. I f  a ma n live d in Marylan d an d his  cel lar  was 

flooded and fu rn itu re  ru ined  c ould he come in and ge t his gr an t?
Mr.  K leppe. Yes, if  he liv ed  in M arylan d and he suffered  a loss.
Se na tor H ollings. I  assume if  you live d righ t ove r the line, in the  

Dis tr ic t o f Co lumbia, you wou ld n ot  be covered  ?
Mr.  K lepp e. Th at  is r ig ht . U nd er  the  p res ent law , i f you lived ac ross 

the S ta te  line  you would  no t ge t th e grant .
Se na tor H ollings. So, i f I  lived one block  into th e Dis tri ct  of  Co­

lum bia , and my neigh bor liv ed  one block into Marylan d,  he would be 
cove red and I  would n ot  ?

Mr. K lepp e. We m igh t d ec lare your  a rea  as an SB A d isa ste r are a— 
our sta nd ards  are  dif fer ent fro m the  Pr es id en t’s—and  the ref ore , you 
wou ld qu ali fy  for a loan ; how ever, you would not ge t a gr an t.

The  leg isla tion  th at  the Ho use  has passed and whi ch is befo re the  
Se na te allow s for those contiguous areas to  be inc lud ed in the  pres i- 
de nt ia lly  dec lare d are a, if  they  suffered  t hei r damage from the  same 
sto rm.

Se na tor H ollings. I s it  pla nned  the n, th at th e Dis tr ic t will be 
covered  ?

Mr. K leppe. I f  they  suffered dam age  fro m th e same sto rm the y 
wou ld be elig ible un de r th e new leg islation b ut  no t un de r the  presen t 
leg islation . Th is is the way in which the dis as ter  pr og ram has  been 
discrim ina tory. We, as hu man  beings, can  tr y  to  make it  as non- 
di sc rim ina tory  as possible. Th is is one are a which we can imp rove 
by allow ing  these contiguou s ar eas to be inclu ded .

Und er  the  SB A Act, we wou ld have the au th or ity  to include these  
peop le. I  th ink th at  adds a deg ree  of  fai rnes s.

Se na tor Young. The Fa rm er s Hom e Adm inist ra tio n has  done th at  
in a few cases, as  I  un de rst an d.

Th ere was a disaste r area  dec lare d in Nebra ska  an d the State  ad ­
minist ra tio n in Ka nsas  decla red  some are a over th er e eligible.

Mr . K leppe. The differen ce is th at  th e $2,500 forgiveness does not  
ap ply.  However , the  low- intere st r ate does.

MO NE TA RY  ADV ANCE FROM  OEP

Se na tor H ollings. Did you  ask the O E P fo r an  advance to cover 
some of  the  expenses ?

Mr. K lepp e. Yes, an  in iti al  $3 mill ion.
Se na tor H ollings. Do you have an ything  fu rthe r?
Mr. K lepp e. Cou ld I  ad d one th ing?  I wan t to  re tu rn  to our con­

versa tion about why  ma ny of  the Los Angeles  loans were $3,000 or 
less.

I do n’t know how m any o f th ose loans we re kep t a t $3,000 by  the  bor ­
row er because he wanted th e maxim um g ra nt  a nd  d id  not want to bo r­
row any  more  than  he tho ug ht  he  needed.

Se na tor H ollings. I un de rs tand , and you have pro bab ly noti ced  
fro m the his tor y of  th is  th in g,  that  there  was some obvious  conspir acy .
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Mr. K leppe. I  don’t know i f it is obvious or not. I am not a lawyer. 
Senator Hollings. I f you have good judgment and you have about 

200 to 400 claims in September and then, in October, you have 4,000,  
you would know something was wrong. It  was your story tha t the 
contractor started going thro ugh and took a picture with a camera and 
all they did was stamp it and i t went righ t on through as approved.

Senator Young. Would hiri ng these professional appraisers help 
some?

IMPACT  OF CONTRACT APPRAIS ERS

Mr. Kleppe. We th ink this  is ultimately  going to be of benefit in 
administering this program. This is a very difficult program to 
administer.

* I get the hide skinned off of me at all levels. Nothing except these 
disasters  bothers us.

Senator Young. Does the beneficiary of this program, the applicant, 
have an appeals procedure ?

* Mr. Kleppe. He has a procedure whereby he can present h is case to 
SBA if he has a civil engineer’s certification or if he has proof tha t the 
damage was caused by the disaster.

Senator Young. It  seems to me that you might have a lit tle problem 
monitor ing these appraisers. One might be more liberal than  another.

Senator H ollings. Would this be an appraiser  who normally  rep re­
sents regular flood insurance claims in th at whole area? Do you think 
your investigators would have any conflict of interest,  such as wanting 
to have all covered by SBA instead of his floor insurance company 
client?

INSU RA NC E COVERAGE

Mr. K nebel. Senator, we have looked very closely at the homeowner 
policies issued in Pennsylvania and New York and Maryland. We find, 
without exception, that  the normal homeowner policy excludes wind- 
driven water—which is flooding—and which was the root cause of the 
damage from Agnes.

There would be no conflict of interest because they have an exclusion 
in the policy themselves. Therefore, adjusters who worked for general 
adjustment the day before the flood and worked for us the next day 
would have no conflict because if the insurance policy excludes it, then 
we pick it  up.

Senator Hollings. Specifically, I know of cellar cases where the 
► water came up under the s torm drain. But, the ad juste r coming around

can say, we don’t cover it because it was wind-driven. Then the adjuster 
can say, why go into that when all you have to do is file with SBA and 
they will give you the money. That is my point.

‘ Mr. K nebel. The policies authorized by the State insurance commis­
sioners in the Agnes States, exempt flooding.

Senator H ollings. I  know the  terms of the  policy but evidently, you 
have not been out in the prac tice of law. They will simply  say tha t they 
were wind-driven and not flooded.

Mr. K nebel. I feel we have looked at it quite  closely and it is indeed 
caused by a flood.

Senator Hollings. I  am not arguing the point tha t it was a flood. 
I had a flood in the Dis tric t of Columbia. I am talk ing about the 

practice and you are going righ t to the terms of the policy. I am an 
81 -5 11  0 — 72------ 5
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adjus tor for the X, Y, and Z insurance companies. All of a sudden 
I am hired by Mr. Kleppe and the SBA. I say, this is great, all I  have 
to do is put  all of my individual insurance company claims over in 
this par ticu lar file. If  they wan t to make a claim, I can say I am 
going with SBA and I don’t want to fall into that.

I don’t say that  tha t is going  to occur but are you looking into  it ? 
You don’t seem to understand.

Mr. Knebel. I don’t understand  your point, Senator.
Senator  Hollings. Tha t is why I made my comment about your 

practice of law.
Mr. K leppe. The insurance does not cover flood damage. The SBA 

activity is flood damage. Therefore, I cannot see the possibility of a 
conflict of interest with the GAB people in th at regard.

Senator Hollings. What does the insurance cover?
Mr. K leppe. It covers tornadoes and fires, but not floods.
Mr. Kleppe. This is comparable to floods. This is why I think  we 

have a good test going and a fair approach.
Senator Hollings. How about the homeowner’s policy whereby 

flooding is covered but—as you say—not wind-driven water? The 
dispute is between those two.

Mr. Knebel. In  all of the Agnes  States, S tate insurance commission­
ers exempted flood or wfind-driven w ater.

Mr. Kleppe. I th ink tha t eliminates the possibility of conflict. How ­
ever, this  is also the reason why I don’t think we have too much of a 
mult iplying factor in using GAB on other types of disasters where 
you have a conflict.

Senator Hollings. Thank you, gentlemen.

SUBCOM MIT TEE RECESS

The subcommittee will be in recess, subject to the call of the Chair. 
(Whereupon, at 11:50 a.m. Friday , July 28, the  subcommittee was 

recessed, to reconvene at the call of the Chair.)



DISASTER RELIEF SUPPLEMENTAL APPROPRIATIONS  
FOR FISCAL YEAR 1973

TU ESD A Y , AUGUST  8, 19 72

U.S. Senate,
Subcommittee of Public Works,

Washington, D.C.
The subcommittee met at 10 a.m. in room S-126, the Capitol, Hon. 

Alan Bible presiding.
Pre sen t: Senators Bible, Pastore, Hatfield and Young.

DEPARTMENT OF TH E ARMY 

Corps of Engineers

STA TEM EN T OF M A J.  GEN . J . W. M O R RIS , D IR EC TO R  OF C IV IL  

W ORK S,  CO RP S OF  E N G IN E E R S

ACCOM PA NIE D B Y :
COL. F R E D E R IC K  R. IR V IN G , A SSIS T A N T  D IR EC TO R  OF  C IV IL  

W ORK S FO R A TL A N T IC  D IV IS IO N S
AUG US T J.  SM ET, A C T IN G  C H IE F , PRO G RA M S D IV IS IO N , C IV IL  

W ORK S
GEO RG E B R A Z IE R , A CTIN G  C H IE F , O PER A TIO N S D IV IS IO N , 

C IV IL  W ORKS
BO RY  S T E IN B E R G , A CTIN G  C H IE F , E A S T E R N  BRANCH, PR O ­

GRA MS D IV IS IO N , C IV IL  W ORKS

SUPPORT OF SUPPLEMENTAL BUDGET REQUEST

Senator  B ible. The subcommittee will come to order. Our first  w it­
ness this morning will be Major General John W. Morris D irector of 
Civil Works, Corps of Engineers. General Morris, and his associates, 
will speak in support of supplemental budget requests for fiscal year 
1973 resulting from the devastat ion caused by tropical storm “Agnes”. 
Agnes turned out to be quite a bad girl, didn ’t she ?

General Morris. Yes, sir. Mr. Chairman, I would like to introduce 
Mr. George Brazier, Colonel Frederick Irvin g, August Smet, and 
Bory Steinberg.

justification

Senator Bible. We are happy to have you with us.
The justification will be inserted in the record a t this point.
(The justification follows:)
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Senator Bible. Your opening statement is short. Why don’t you just 
read it?

General Morris. Yes, sir.

GENERAL  STA TEME NT

HU RR IC AN E AGNES

A month and a half ago Hurr icane Agnes was born as a tropical 
depression off the northeast coast of the Yucatan peninsula in the 
Caribbean Sea. Before it was a week old it wreaked havoc over a 
vast area from Flor ida to New England.

Most rivers along the  Eastern seaboard reached or exceeded flood 
stage d uring the passage of Hurricane Agnes. Record breaking floods 4 occurred on major streams in Pennsylvania, New York, Maryland and 
Virginia. The precipita tion in the Susquehanna and Allegheny River 
Basins in Pennsylvania and New York and over the lower Genesee 
River Basin in New York caused flooding far exceeding previous * 
maximum floods of record. Fo r example, at Wilkes-Barre , perhaps the 
hardest hit area of all, the river stage exceeded the previous flood 
stage of record, which occurred in 1936, by more than seven feet. A t 
Corning and Elmira, N.Y., the flood crest was more than 10 feet higher 
than during the 1946 flood of record. The devastation left behind by 
the flood waters were, in terms of property damage and size of area 
affected, the worst natu ral disaster in American history. Damage esti­
mates as high as $3.5 billion have been cited, and we are now trying 
to determine a more accurate assessment of those damages.

DECLARATION OF MAJO R DISASTER

On Jun e 23, 1972, President Nixon declared a major  disaster to 
exist in the States of Florida,  Vi rgini a, Maryland, Pennsylvania, and 
New York. Subsequently, West Virginia and Ohio were added. Cur­
rently, a total of 233 counties and cities have been declared disaster 
areas. The Corps of Engineers immediately mobilized for the enormous 
task ahead. In addition to the corps mission to repair  and restore dam­
aged flood control works, we were assigned a principal disaste r relief 
mission in the States which had been declared major disaster areas.
The directive to the Chief of Engineers from the Director, Office of 
Emergency Preparedness of the President included the task of c lear­
ance and removal of debris and wreckage, repair o r restoration of es- *
sential utilitie s and, as requested by appropria te Federa l or non-Fed- 
eral officials, repair or restoration of street, road, and highway facili­
ties.

CORPS OF EN GI NE ER S’ RESPONSE *

By the  first of J uly,  over 120 military officers and 300 civilian em­
ployees had been sent from th roughout the United States to the  disas­
ter areas to assist in debris removal, road repa ir and water  supply 
restoration activities, with emphasis on communities in Pennsylvania 
and New York. In addition, approx imately 300 civilians within  the 
North Atla ntic  Division and several active and National Guard Army 
troop units  were spending a major portion of th eir time in the recovery 
operation.
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In  the 6 weeks since Agnes struck, the corps has awarded over 2,400 
contracts costing in excess of $44 million. The greatest effort  has been 
expended in debris removal and restoration of essential utilities. In 
addition,  18 Bailey bridges have been installed by m ilita ry units or by 
contrac t for vehicular traffic; four  other Bailey bridges are under 
construction. Flood control  st ructures damaged by the flood are being 
restored, at least on a temporary  basis, and the corps is providing 
related technical advice and engineering  services.

The most complex task, and tha t of longest durat ion, will be pro­
viding suitable housing for the vast numbers of people who lost their 
homes o r whose homes were damaged to the extent tha t they are not 
presently habitable. The corps has completed 800 trai ler  sites and has 
under construction or under design over 7,000 tra iler sites, with the 
majority being in the Wilkes-Barre area. In addition, the corps will 
provide temporary repairs  to dwelling units to make them habitable 
where this can be accomplished for under $3,000 per unit, with an 
average of $1,500 for all dwellings.

Housing Situation in Wilkes-Barre

Senator Pastore. I noticed in the newspaper today, that  the Presi ­
dent has ordered the head of HU I), Mr. Romney, to go to the Wilkes- 
Barre area because of the housing situation there. Are you, personally, 
fami liar with that?

General Morris. Yes, sir ; I have been to Wilkes-Barre on several 
occasions.

Senator Pastore. The claim is th at there is a slowness, not only in 
the distribution  of food but also in the housing situation . Can you 
affirm that , General Morris?

General Morris. Sir, we have no doubt tha t the people who are 
homeless need to be satisfied rap idly. We have a schedule to fulfill and 
we are proceeding to install 5,000 mobile homesites in Pennsylvania 
which is our par t of the project. We have done quite well, in general, 
in ful filling tha t schedule. We expect we will have completed i t by the 
first week of September. We are doing everything we can to go as fast 
as possible. The need for the mobile homesites is only a part of the 
total re lief from the housing problem.

I am not aware of exactly what the solution is to the other parts  
which concern other agencies.

Senator P astore. I  would assume from the  story—because the word 
bureaucracy was used by the President—that we are stepping on one 
anoth er’s toes out there ?

General Morris. Sir, I just don’t believe so. Our role is to prepare 
homesites. HUD  has to acquire the trailer s, bring  them to the site, 
hook them up to the units tha t we provide and, of course, move the 
people in.

I am only qualified to speak about the prepa ration  of the sites.

COORDINA TION

Sena tor P astore. How about coordination between the various 
agencies ?

General Morris. The OE P has established a coordination group 
on the site, which includes not only HUD and ourselves, but other 
Federa l agencies such as the Small Business Adminis tration and State
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rep resent atives . We hav e a very close re lat ionship  between agenc ies 
at  t he  dis as ter  site . I do n' t feel there  is any  difficulty  on  t hat  p oin t up  
the re.  Ac quirin g the  t ra iler s is pro bably  the  big ges t prob lem. W ith in  
the  corps ' resp ons ibil itie s, the  problem  lies in ad min ist ra tio n assoc i­
ate d wi th ge tting  work defined and  the  contr ac tors on the job. In  
othe r words, ge tting  the  co nt racts  draw n, prices establ ished,  and  ge t­ting  the  people to work.

Th e ma gnitude  o f t he  pro blem in terms  of mobile  h omesites  was d e­
veloped in detail  af te r mid-July.  It  pre sen tly  is about 7.000 mobile 
hom esite s with 5,000 in  Pe nn sy lva nia mostly  in Wilk es-Barr e.

Se na tor P astore. The th in g  th at  amazes me is th at  in time  of  war 
we seem to be so expedit iou s in th ings  t ha t almost look impossible. I f  
we n eed a run way, we hav e a way  of im ple me nting  i t. How ever , if  we 
have a na tura l ca tastr op he  th at  invo lves  civ ilia ns,  we all take the 
posit ion  th at  we are  do ing pr et ty  well,  bu t we need  more time.

Also , it  seems we are  alw ays ru nn ing to somebody  else's rescue. Bu t 
when it involves our own people, in ou r own coun try , we get into  thi s maze of d epartments .

According  to  th is morning ’s new spaper , it was a lmost a slap  at  Mr. 
Rom ney.  The Pres iden t orde red him to go the re an d he wan ts an im­
me dia te rep ort . Mr. Rom ney  is leavin g th is mo rning. I  wonder what is re al ly happ en ing  out  ther e ?

Gener al Morris. S en ato r, I  wou ld like to add ress my sel f to the  f irst 
pa rt  o f y our comment. We  d id  and  a re taki ng  ext ra or di na ry  measures 
in th is  dis as ter  area . We  have $44 mil lion  of contr ac t work accom­
pli she d and  under way fo r rem oving deb ris,  pu tt in g ut ili tie s back in 
opera tio n and  ge tting  sewage and  wa ter  hooked up  and reli eving the  
immedia te su ffer ing  of th e people.

We  were up at  the  are a before  the floodwaters  rea che d thei r cres t. 
We  have  been on the  job since then. The mat te r o f pr ep ar in g sites  fo r 
mobile homes is the issue th a t seems t o be m ost cr itica l at  th e moment. 
I  t hink , in fai rness to those who were  im media tely  invo lved , th ere  was 
fir st,  a prob lem of de ter min ing wh at the  req uir ement  was, how many 
fam ilie s were homeless an d second, ge tti ng  the  site s avai lable. The  
St ates  prov ide  the  sit es on  ■which to p lace  these  mo bile homes. T hat  was 
a com plic ated prob lem, sir . A ft er  ha vin g de termined the  needs and  
ob tained the sites  came the  problem  of  g et tin g to the  actual  work.  We 
have used every expe dient metho d to meet our t ask  in  the Susque han na 
Basin . Architect firms have worked  nigh t and  da y to do the  des ign 
work. Th ere  has been a mag nif icent effo rt on the  par t of  the con struc­
tion peop le to do, in a m at te r of  a few weeks, what or dina ril y takes a 
year.  I  know th at  m any  pe ople u p t here are  st ill in d esp era te str ait s.

Se na tor P astore. A re t he y l iv ing in t en ts ?
Ge neral  Morris. They are  liv ing in schools and public bui ldin gs. 

Th e imm edia te, cri tical pro ble ms  hav e been dea lt wi th but the longer- 
term  problem s of pr ov id ing tem po rar y hou sing is ju st now reaching fu ll blossom.

MOBILE HOMES IXSTALLATIOX SCHEDULE

Our  objec tive is to get the peop le in the  homes before  school sta rts .
Se na tor P astore. You know th at  the  com mitt ee think s tha t the Corps  

of  A rm y Engin eer s h as alw ays done a w onder ful  job. I was won der ing 
wh at th is very  s tro ng  admo nit ion  on the  pa rt  of the  Presi dent would do.
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Senator Bible. General, the only thing  1 wanted to develop was a 
little more detail—beyond what Senator  Pastore has indicated—of 
your mission, namely the prepara tion of the trai ler  sites.

General Morris. We have other tasks at hand. The preparation of 
trai ler sites is the most pressing, we feel.

Senator Bible. I t is your top prio rity ?
General Morris. At the moment.
Senator Bible. How soon they will be livable becomes a HUD re­

sponsibility, correct ?
You will get your 7,000 additional sites completed or located in a 

position to put mobile homes or trailers on them by September 1. do I 
unders tand tha t ?

General Morris. For s ites now assigned for the Wilkes-Barre area, 
that  is correct, sir.

Senator Bible. What is the actual requirement in the  Susquehanna 
Basin? How many people are homeless there today, how many 
families ?

General Morris. Sir, I would have to estimate that .
Senator Bible. I unders tand tha t.
General Morris. For  the Susquehanna Basin, I have heard figures 

of 30,000 families total, with 15,000 homeless in the Wilkes-Barre area. 
Tha t is, their own homes have been destroyed. There are approxi­
mately 10,000 families who are living in other communities, with rela­
tives, in public buildings or other, less acceptable facilities.

Senator Bible. Out of 10,000 families who need a place to go, you 
can only find 7,000 places by September 1? Where will the others go?

General Morris. We are also repair ing some of the homes. The corps 
trai ler  sites is only one means of providing homes.

Senator Bible. Under your timetable, when will you complete your 
part  of the responsibility  of tak ing care of these homeless people in the 
Susquehanna Basin ?

General Morris. The present scope of work we intend to finish by the 
first week of September. I now understand there may be up to 2,000 
additional homesite requirements coming which will have to be 
scheduled.

Senator Bible. Then you are not knowledgeable—or, maybe you 
are—about when H UD will complete their part  of the responsibility ? 
Should they be done by September 1 ?

General Morris. Indications  are that they intend to be done when 
we are.

Senator Bible. They will meet the September 1 deadline, as you 
unders tand it?

General Morris. Yes, si r; the first week of September was the sched­
ule as I understand it.

Senator Pastore. Is General Lincoln the bossman ?
General Morris. Yes.
Senator Pastore. I mean, does he tell you what  to do ? Do we have 

one individual there who has the power of command ?
General Morris. General Lincoln has a representative in each of the 

States  who calls the shots.
Senator  Bible. You may proceed. General. You were in the middle, 

of your statement, on page 3.



DAMAGES AVERTED BY COMPLETED PRO JEC TS

General  Morris. Alth ou gh  the  dam age  to pr op er ty  res ult ing  from 
Agnes  has  been enormous,  1 would l ike to m ent ion  some o f the damages  
avert ed  by completed corps  flood con trol  pro jec ts. Our  late st ana lys is 
ind ica tes  that  more  th an  $1.5 bill ion in dam age s were preven ted  by 
thes e projects . Ten com ple ted  reservoirs  in  the  A llegheny and  M onon­
gahel a River Basins above Pi ttsb ur gh  avert ed  an est imated $800 m il­
lion  in d amages. The Mo unt Mo rris  Lake  p roject  on the  Genesee R ive r 
alone preven ted  dama ges of  about $140 m illion.  Eig ht  reservoirs  and 
four  local pro tec tion  proje cts  in the Su squehanna Riv er Basin pr e­
ven ted  an addit ion al $500 million in  damages.

SU PPLE ME NT AL  REQ UEST,  FLOOD CONTROL AND COASTAL EMERGENCIES

The sup plementa l reques t befo re you requ ests  $10 mil lion  fo r ou r 
Pu bl ic  Law 84-99 ac tiv ities  under the  ap pr op riat ion tit le  ‘‘Flo od 
Co ntr ol and  Coastal Em erg encie s."  Th is  is fo r flood fightin g, rescue 
wo rk and  the  rep ai r, res to ra tio n and st re ng then ing of  f lood-damaged  
struc tur es . At the  s ta rt  o f fiscal y ear 1973, we ha d $7,214,000 avai lab le 
un de r that  tit le,  cons ist ing  of  a fiscal ye ar  1972 unc ommit ted  ca rr y­
ove r of  $214,000, and  $7 mil lion  fo r fiscal ye ar  1973, as  app rov ed by 
both Houses of  Congres s. W ith  the  conti nu ing  req uirements of  othe r 
flood emergencies th at  occ urred pr io r to Agnes  a nd  with  t he  enormous 
task of repa iri ng  Agnes -damaged  flood con trol str uc tur es  such as 
levees, flood wal ls and pu mpin g pla nts, we es tim ate  an addit ion al 
requirement  o f $10 mi llio n to restore the  W ilk es -B arre  an d con tigu ous  
levees to auth ori zed  he igh ts and to  strength en  them.

SU PPLE ME NT AL  REQUEST, TIO GA-HA MM OND LAKES, PA.

In  addit ion  to the  $10 mil lion  fo r flood con tro l and coastal emer­
gencies, the  supp lem ental  request also includes $2 mill ion for  the  
Tioga-I  Iammond Lakes pro jec t in no rth cent ra l Pennsylvan ia.  Th is 
proje ct,  pre sen tly  un de r const ruc tion, will prov ide  urg ently  needed 
prote ction  in the  Ch em ung Riv er waters hed , inclu din g El mira  and 
Co rning , N.Y., both ha rd  hi t by Agnes, and  at  the  hig hly  deve loped 
an d densely popu lat ed  Wy oming  Val ley  reg ion  of Pennsylva nia , 
whi ch includes W ilk es-B arr e. The addit ion al $2 mil lion  will be used 
to acce lera te land acquisi tion of ha rdsh ip  cases  stem ming from A gnes, 
and to acce lera te reloca tion of  H igh wa y 15 to  insure  t hat  the  h igh way 
will no t impede Tioga Dam con struct ion , for whi ch stream divers ion  
is scheduled f or  May  1976.

We e stim ate  tha t the  T iog a-H am mo nd proj ect would have p rev ent ed 
abo ut $200 million in damages had  it been in op era tio n when the  flood 
struck.

We urg e the  Congress  to give  fav ora ble  conside rat ion  to the  su p­
plementa l requ est of  $12 mi llio n—$10 mil lion  fo r res toration  work 
un de r Public Law  99 and  $2 m illion to accelerate the  T ioga-I  Iamm ond  
Lakes  p roje ct.

That  concludes m y p re pa re d rem ark s, sir .
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EMERGENCY FUN D REQUIREMENTS

Senator Bible. Senator P as tore '(
Senator  Pastore. We have the printed  House hearings before us 

in which you state tha t you could use $26 million instead of $10 mil ­
lion; is th at correct?

General Morris. Yes, sir.
Senator Pasture. Let us assume you get this $26 million request. 

Would you use it ?
General Morris. Yes, sir.
Senator Pasture. Wisely?
General Morris. Yes, sir.
Senator Pastore. Can you expedite the relief of the tragedy?

► General Morris. Sir, if  we have the $26 million and it is made avail­
able in the months ahead, it will not d irectly relate to expediting  the 
relief o f the present tragedy. However, it will provide for restoration 
and strengthening Hood control facilities which would reduce fu ture

* tragedies in the event of anothe r flood. The money we need to provide
relief of the tragedy  is available under Public Law 91-606 and is 
being provided by the Office of Emergency Preparedness .

Senator Pastore. What do you mean, will avoid future tragedies? 
General Morris. Sir, if the uncompleted projects such as Tioga-

Hammond had been in place, they could have significantly reduced 
the damages to the Susquehanna Basin from Agnes or similar  storms. 
Also, we must repai r damaged flood control structures such as the 
levees in the Wilkes-Barre area, to provide protection in the event of 
future  floods.

Senator Pastore. If  you have the money now plus the avoidance 
of future trouble and coordinated work efforts, wouldn’t it be cheaper 
for the Government to do this  at the same time?

General Morris. Yes, sir ; we th ink there would be advantages to 
doing this.

Senator Pastore. In othe r words, it would be a wise thing to do?
Senator Bible. Senator Hatfield?

CORI’S ADDITIONAL CAPABILITY IN  AREA AFFECTED by  AGNES

Senator Hatfield. Wh at is the Corps capability in the overall area 
which we are discussing today? I think it might be interes ting for 
the committee to see what would have happened if we had appro­
priated  the funds, as compared to having to come around now and 
appropria te money to relieve the disasters that  just occurred.

General Morris. We can provide you those figures. In general, our 
capabi lity can be broken into three categories. Unde r general investi­
gations, which would be the acceleration and completion of those 
studies which could result in projects that  would have influenced the 
extent of damage from this part icular storm, we have a total capa­
bility of $1.6 million. One of those studies is for the Cheyenne River, 
incidentally, which was associated with the Rapid City disaster.

Our construction capabi lity on those projects associated with Agnes 
would be $6,310,000.

Senator Hatfield. That  is ju st in this area? Mr. Chairman,  why I 
bring this up is because we had the chief of the Corps up before a
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subcom mit tee  and he to ld  us we had, in th e pip eline  of  authorize d 
pro jec ts,  somewhere in the neighborho od of  $10 bi llion  in projects . 

Se na to r B ible. Au thor ize d?
Se na tor H atfield. We see ho w much  w’as aver ted  h ere , by the ex ist ­

ing  pro jec ts,  and  wh at ad di tio na l pro jec ts mi gh t be able to pre ven t 
dis as ter s in  the futur e. I t seems to me tha t wTe wil l a ga in be clo sing  the  
ba rn  doors  af te r the  horses have  escaped, if  we cannot find enough 
money to  preven t or  min imize these  disa sters.

Se na tor P astore. Th is  is the item  th at  has alw ays  been  called the  
“pork bar re l” as tho ugh you were  ste ali ng  th e money ou t of  th e U.S.  
Treasury . You  have pre tty well  demo nstra ted  wh at  th is  dis ast er 
wou ld have been, the  ag gr av at ion of. it, ha d we n ot done many of  the 
th ings  th at  we have done. Some people are  led to  believe, throug h 
the  p ress, th at  th is money is i ll-s pent.  I t  is n ot  a t all. Thi s is an inv est ­
ment in  the saf ety  and dev elo pm ent  o f America.

Se na tor H atfield. Th at  tak es  into acco unt the $1.5 b illi on  damage 
to physica l propert y. We ca nn ot  p ut a pr ice tag  on the  hum an  element  
of loss and  suffering.

LEADERSHIP IN  THE RE LIEF  EFFORT

I have one oth er question. Pu rs ui ng  Se na tor Pa stor e’s ques tion of 
lea dersh ip,  you say Gen eral  Linco ln is in overa ll com mand out there. 
How do you then expla in wh y the  Pr es iden t fou nd  it  necessary 
to send Secre tar y Rom ney ou t the re.  I f  General Lin coln is in com­
ma nd, wh y di dn ’t the Pr es id en t tele phone him  to find ou t ? Is  th is a 
pa pe r org aniza tio n th at  me rely says th is  is the top  ma n, or is the re 
rea l a ut ho ri ty  and command to  ac t ?

I am tryin g to  f ind, ac tua lly , wh eth er or  no t we have rea l au thor ity  
vested in Gen eral  L incoln o r j ust  a ti tle vested in him.

Gener al Morris. Si r, Ge neral  Lin ocln, fro m my observat ion , has  
the  au th or ity  and exerci ses it  vigoro usly to di rect  t he  rel ief required 
of  the vario us  Federal  agencie s in th is pa rt ic ul ar  ins tance.  His  office 
is in Wash ing ton . He has sub div ide d the  disaste r are as and placed at 
H ar ri sb ur g and  in Horse  Hea ds  near  Co rning and  Elm ira,  his sub ­
ordina te  officers. They, likewise, hav e thi s control . I  cannot answer  
your  first  ques tions conce rning the Pr es id en t’s phone call.

Se na tor H atfield. W her e is Gen era l Lin coln at th is  po int ?
General  Morris. He is in W as hi ng to n; his  office is here .
Se na to r H atfield. Wh ere  is he, physical ly,  t hi s mo rni ng?
Gener al Morris. I  am no t sure. H is  headq uarte rs are  here alth ough 

he has been at  th e site  severa l tim es th at  I  am awa re of  a nd  pro bab ly, 
many tim es th at  I  am not aw are  of.

administration  of relief

Se na tor H atfield. There  have  been a numb er of  ou ts tand ing stu­
dies done on the  a dm in ist ra tio n of rel ief , a nd  wi tho ut exception,  they  
come to  one conclusion. T hat is, th at  a man  by the nam e of  He rber t 
Hoover pro bably  had the most effect ive rel ief  prog ram in his tor y 
af te r W orld  W ar  I.  Som etim es I  th in k we ou gh t to  go back  and  re read 
abo ut th a t org aniza tion th at  he  h ad  f un cti on ing  the n, because we seem 
to bog down in ou r p rogra ms . Ev en  Nik ola i Lenin , in th e 1922 fam ine 
of  the Sovie t Union, asked t he  Uni ted State s to  lend  th em  Mr. Hoover.



Senator Pastore was point ing out a little while ago tha t we bog 
down into a great deal of  competing interagency relationship or other 
problems.

I am not being c ritica l, because I  don’t have enough of the details 
of this situation to be cri tical if I chose to be, but I am merely com­
menting tha t we have had one example in history,  according to the 
people of scholarly background, of an organizat ion tha t worked and 
that  was Mr. Hoover’s.

Senator  Pastore. He was an engineer.
Senator  Hatfield. Yes: and he was on the scene.
Senator Bible. General Morris?
General Morris. The Chief of Engineers  did  establish a d istric t in 

Harrisburg to deal simila rly, with this disaste r relief  program. We 
have found the field of coordination among the agencies to be very 
good.

Senator  Bible. I  have a few further questions.
Will you discuss the magnitude of Hurricane Agnes and compare 

it with other recent experiences of the  eastern seaboard ? Did you say 
it has caused more dam age than any na tural disaste r in the history of 
the United  States?

Senator Bible. Does that include the 1906 San Francisco ear th­
quake ?

General Morris. Yes, sir.
Senator  Bible. Does tha t include the loss of lives ?
General Morris. No ; not  in loss of lives.
Senator Bible. What was the total number of lives lost?
General Morris. The number of lives lost  was approximately 120.
Senator  B ible. But in terms of the property damage, this  is the all- 

time high in the annals of American history for any natural disaster ?

COMPARISON OF AGNES WITH  OTHER STORMS

General Morris. Yes, sir. I  will compare for the  record, Agnes with 
others experienced on the eastern seaboard.

'(The  informat ion follows:)
'Hurricane Agnes was a minimal hurricane insofar  as winds were concerned, 

reaching hurricane force only while passing through the Gulf of Mexico. Hur­
ricane Agnes developed on 17 June 1972 as a  tropical depression of the northern 
coast of the Yuactan Peninsula in the Caribbean Sea. The depression became a 
tropical storm and finally th e first hurricane of the season, reaching hurricane 
streng th on 17 June, about 300 miles southwest of Key West, Florida. Agnes 
crossed the Florida Panhandle on 19 June, and with decreasing winds was down­
graded to “Tropical Storm” Agnes. The storm continued north—northeastward 
dumping 4 to 16 inches of rain over the Appalachians and eastward to the Atlantic 
Ocean. Agnes deluged the centr al and southern Appalachians and their  eastern 
slopes and foothills early in the week before moving into northern Virginia, 
Maryland, Pennsylvania and New York. The tropical storm moved up along the 
coast to  the  vicinity of Long Island, New York, and then s tarted a slow westward 
movement cross Pennsylvania. The path was very unusual, being the first tropical 
storm of record to make a loop over land as far north as  Pennsylvania. Torrential 
rains  caused widespread flooding from North Carolina to New York State. The 
heaviest concentrations occurred in Pennsylvania where flood losses were esti­
mated a t over $2 billion.

At some points the storm produced ra ins which reached the rate of 1 inch an 
hour for as many as 12 consecutive hours. Hurricane  Agnes and Hurricane Diane, 
the August 1955 New England hurricane, were similar in tha t they were note-
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wort hy for the ir high amo unts  of pr ecip itatio n ra ther  t han  h igh winds. H urri cane 
Diane, the most severe storm  in respec t to inte nsi ty of prec ipitatio n, magn itude 
and dest ruct ion ever recorded in New England, produced tota l rain fall  amounts 
up to 20 inches and sust ained ra tes of 1.0 to  1.5 inches per hour. Diane like Agnes 
produ ced widespread major flooding. In con tras t Hu rric an Camille, in August 
1969, had winds up to 175 miles per hour as she crossed the Mississippi  coastline. 
Damage  from winds and  tid al flooding was extrem ely heavy, while rain fall  was 
rela tively nondamaging unt il the  weakened cen ter moved across the Blue Ridge 
Moun tains  in south western Virginia. Over a small area in southwestern  Virginia , 
rai nfall  reached cata stro phi c proport ions  with a maximum 27 inches reported in 
an 8-hou r period in Nelson County, Va. The Virginia pa rt of Camille was one of 
na tu re ’s rar e events  and was not equalled by Agnes insofa r as maximum rat e of 
rai nfall  was concerned. Damages experien ced approached  or exceeded $1 billion 
in each of the thre e hurrica nes . However, the ma jor port ion of the damage from 
Camille  was wind associated, while the damage from Agnes and  Diane was 
prim aril y rain associated.

DAMAGES PRE VENTED BY EX IST ING CORPS PRO JEC TS

Senator Bible. During the Senate floor passage of the Fiscal Year 
1973 Public Works-AEC appropriations bill, Senator Stennis, who is •» 
the chairman of this subcommittee, included, for the record, a tabula­
tion which showed an estimated total of $1.32 billion in damages pre­
vented by existing Corps of Engineers projects, and an estimate of 
$290 million in damages which could have been prevented by author­
ized, recommended, or under  study projects had they been in being.
This is somewhat along the line of Senator  Pastore’s interrogation.
Will you please up-date this tabulation, if necessary, and identify 
those projects which are authorized, and the current status of each ?
The information will be included in the record.

General Morris. Yes, sir ; I will provide the details. However, the 
totals now are $1.5 billion damage prevented and $700 million which 
could have been prevented.

Senator Bible. $700 million could have been prevented ?
General Morris. Yes,sir ; the total was$2.2million.
(The information follows:)
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x iS iL L i iP. £2  EXISTING 
COivto P;■ 0 JZC 1S I-\ OraP—-~ 10..'

P r o ’ -;. .

Damages 
P re v en te d  

($  M il li o n s )

Su $ q ? - ■- Ri -x B a* m

•r

. }

Pa.

A ddis on , N.Y.
Alnon d Ln!;e , N.Y .
A rk por t I .= ke , N. Y 
B ath , N.Y .
Bush Dan . Pa.
S ayers  Da i., Pa.  
C u rw en sv il le  Lake
G. S te venso n  Dar., P a .*  > 
W i l i i a v ,p : r t ,  Pa . 
Sunb ur y,  Pa.
Ra ys town Lak e,  Pa .
T r ip le  C i t i e s ,  N.Y . 
N ic h o ls , N.Y .
H o rn e ll , N.Y.
C a n is te o , Pa .
E lk la n d , Pa.
S t i l lw a te r  La ke , Pa.  
In d ia n  Roc k Dan , Pa .

V

1 .8
34.2

0 .6

193 .0

123 .8
43 .3
74 .0

1 .5
0 .6

27 .0
2 .0
1 .0

2 3 ,0

S ub-T o ta l 52 5- 8

A ll e g h e n y , Mon on ga he la And The Bea ve r R iv er B asi n

Cro ok ed  C re ek  Lak e,  Pa.
Conema ugh R iv er  Lak e,  Pa .
E a s t Bra nc h C la r io n  R iv er L ak e,  Pa.
K in zu a Dan  S A ll eguen y  R av er  R e s e rv o ir , P a.  & N.Y.  
L oyal han na Lak e,  Pa .
Mahon ing  Cre ek  Lak e,  Pa.
Sh en an go  R iv er Lak e,  Pa . & Oh io 
T io n e s ta  L ak e,  Pa.
T y g a rt  L ak e,  W. Va.
You gh iogh en y R iv er  Lak e,  Md. <4 W. Va.

S u b -T o ta l

46 .8  
245.3

19 .8  
22 4.7

77 .9
60 .9  

1 .8
60 .2
49 .4

811.&
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P o t om ac  R i v e r  B asi n .

A n a c o s t i a  R i v e r ,  D .C .

S u b - T o ta l

De la w a r e  R i v e r  Bas  1",

A l le n to w n ,  P a .
B e l t z v i l l e  Darn, P a .
B e th le h e m , P a .
F .  E . W a l t e r s  D an , P a .

S u b - T o ta l

G e n e se e  R i v e r  B a s in

M ou nt  M o r r i s  L a k e , N .Y .

S u b - T o ta l

R oanoke  R iv e r  B a s in

J o h n  H.  K e r r  Dan  an d R e s e r v o i r ,  V a . 
P h i l p o t  L a k e , V a.

S u b - T o ta l

O th e r  L o c a l  P r o t e c t i on P r o j e c t s

10 P r o j e c t s

S u b - T o ta l

T o t a l  P r e v e n te d  By E x i s t i n g  P r o j e c t s

w
i <

y> 
cn

D am ag es  
P r c " ? n te d  

($  M i l l i o n s )

4 .5

4 .5

2 2 .
2 ,

2 6 .0

1 4 0 .0

1 4 0 .0

9 .0  
1 .0

1 0 .0

5.5 ,

5 .5

1 ,5 2 3 .6

*  G e o rg e  S te v e n s o n  Dan  i s  ow ned  b y  S t a t e  o f  P e n n s y lv a  
o p e r a t e d  b y  B a l t im o r e  D i s t r i c t  d u r i n g  f l o o d s .

i a  b u t  i s
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ESTIMATED AGNES DAMAGES PRE RENTABLE BY AUTHORIZED,
RECOMMENDED OR UNDER STUDY PROJECT S

Da mag e
P r e v e n te d

P r o j e c t S t a t u s ($  M i l l i o n s )
$

S u s q u e h a n n a  R iv e r  B a e /' n

C ow anesq ue L a k e , P a . A u th o r i z e d 1 4 5 .0

T io g a -H a rm o n d  L ak e s , P a . do 2 0 0 .0

Mud C re e k  L a k e , N .Y . A . S u rv e y  s t a g e 7 4 .0
F iv e  M il e  C re e k  L a k e , N .Y .7

2 4 .0L ock  H av en  ( l o c a l  p r o t e c t i o n ) do
H a r r i s b u r g ,  P a . ( l o c a l  p r o t e c t i o n ) do _6 5M )

»

D e la w a re  R iv e r  B a s in

S u b - T o ta l 5 0 8 .0

B lu e  M ars h  L a k e , P a . A u th o r iz e d 8 . 4

M a id en  C re e k  L a k e , P a . do 6 .8

P o t t s t o w n ,  P a . (S u rv e y S u rv e y  s t a g e 3 .5

T am aq u a , P a . ( A p p a la c h ia  R e p o r t ) do .2

T r e x l e r  L a k e , P a . A u th o r iz e d 9 .0

S u b - T o ta l 2 7 .9

P o to m ac  R iv e r  B a s in •

A n a c o s t i a  R iv e r  & T r i b u t a r i e s ,  Md. A u th o r i z e d 2 .2

F o u rm i le  R un , V a. do 1 4 .3

S e n e c a  R e s e r v o i r S u rv e y  s t a g e • 6 .0

S u b - T o ta i 2 2 .5

M o n o n g a h e la  and  A l le g h e n y  R iv e r  B a s in s

R o w le s b u rg  L a k e , W. V a .
S t .  P e t e r s b u r g ,  P a . J

A u th o r iz e d  
S u rv e y  s t a g e

8 0 .0

S u b -T o ta l 8 0 .0

G e n e s e e  R iv e r  B a s in

* E a s t  L a k e , O h io
S ta n n a r d  R e s e r v o i r  C a n a s e r a g a

A u th o r i z e d .6

tx V .' e l l s v i l  L'i ; l o c a l  p r o t e c t i o n 1 S u rv e y  s t a g e _ 2 0 .0

S u b - T o ta l 2 0 .6

81-51 1 0 - 7 2 - 6
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P ro je c t

J a n e 3 and Ra ppahannock  R iv er B asin s

S ta tu s

Damage
P re ven te d

( $ M ill io n s )
$ '

G a th ri g h t Lak e,  Va. A uth ori zed 3. 5
P ip es Lak e,  Va. Su rvey  s ta g e 6 .0
Salem  Chu rch La ke , Va. A u th o ri zed 1. 0

S ub -T o ta l 10 .5

P a s s a ic , W a l lk i l l , and  Saw M il l R iv er B as in s

P a s s a ic  R iv e r,  N .J . (S ur vey ) Su rvey  s ta g e 4 .5
W a ll k il l R iv e r,  N .J . (S ur vey ) do 9 .0
Saw M ill  R iv er - 3 L oca l P ro te c t io n 5 .0

A rd sl ey Su rvey  s ta g e
Ch appaqua A uth ori zed
Yon ke rs do

S ub-T o ta l 18 .5

Yad kin- Pe eD ee  R iv er B as in

R ed die s R iv er La ke , N.C . A uth ori zed 0.6

S ub -T o ta l 0 .6

T o ta l P re v e n ta b le  Agnes Damages 68 8. 6
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TIO GA-HA MM OND LA KE S, PA.

Se na tor  B ible . Now, on the Tiog a-Ha mmo nd  Lakes are a, please  
discuss the  plan  o f impro vem ent  an d the benefits  expected to be de ­
rived from the Tioga-H am mo nd  Lakes, Pa ., pro jec t.

General Morris. Si r, these  are  two lakes whi ch are one pr ojec t lo­
cate d in Tiog a Co un ty, Pa . I hav e a sta temen t on the jus tif ica tion.

(The  in fo rm at ion fol low s:)

J us tifica tion

The Tioga Dam is located in Tioga County, Pennsylvania, on the Tioga Riv er 
about 1.7 miles above its  junction with  Crooked Creek, and the  companion Ha m­
mond Dam is located on Crooked Creek approximately 3.3 miles above its  con­
fluence with the Tioga River.

The Tioga-Hammond Lakes project is an integr al uni t of the comprehensive 
plan for flood cont rol in the  North  Branch Susq ueha nna River basin, consisting 
of 13 flood control  rese rvoirs and 24 local protection projects.  The project is 
urgently  needed for  cont rol of the flood-producing Chemung Rive r and fits well 
into  the over-all plan of water resources development for the ent ire  Susq uehanna 
River basin. This  r ese rvo ir will con trol a dra inage are a of 402 square  miles in the  
Chemung River waters hed  and will furnish add itio nal  protect ion needed at 
Corning and Elm ira,  New York, and at  the highly developed and densely popu­
late d Wyoming Valley region of Pennsylvania. Coupled with the o the r author ized 
reservoirs,  it would cont rol runoff from an apprecia ble jiortion of the  dra ina ge  
are a of the North Branch. Benefits would extend downstream to local ities  along 
the  lower Susq ueha nna River.
Average annual benefit s ar e as fol low s:

Flood damages prevented_________________________________ $6, 860, 000
Recreation _____________________________________________  670, 000

Total ann ual  benefits-----------------------------------------------------  7, 530, 000

The benef lt-to-cost rat io  is 2 to 1.

BE NE FIT S AND COSTS

Sena tor  B ible . I s th a t on the m ap ?
General  Morris. Ju st below the New Y ork lin e.
Th is is a part  o f the tot al pla n fo r co nt ro lli ng  thi s river. The pl an  

consists  of  th e res ervo ir which con tro ls fo ur  wa tersheds and will 
fu rn ish  gr ea t prote cti on  which is need ed fo r Co rning  and  E lm ira,  
N.Y ., and  to the hi gh  redeve loped vall ey reg ion s of  Pennsylva nia .

These  tr ib ut ar ie s of  the  Susqu eha nna Ri ve r run up into  New Yo rk  
and back down into P ennsylv an ia.  The annu al benefits from these lakes  
we estimat e flood dama ges prevented  o f $6.8 m illion, each year,  a rec ­
rea tion of $670,000 fo r a tota l ann ua l benefit o f $7.5 mil lion , which giv es 
a ra tio  of benefits  to cost  of 2 to 1.

Sena tor  Bible. I  am told  th at  th is  pro jec t has increased  in cost by 
abo ut $10 m illion since your  submission in the st ar t of  the fiscal year.  
W ha t accounts  fo r th at , r ede signin g?

Gen eral  Morris. Th e big gest increase , or  over $7 mil lion , was ad ­
just in g the prices  up war d from Ju ly  1971 to  Ju ly  1972 figures. De­
tai led  des ign res ul ted in anoth er major  increase . How ever, thes e in ­
creases were pa rt ia lly offset based on acqu iri ng  r at he r th an  re loca tin g 
the Tio ga branch  of the  Er ie- La ckaw anna  Ra ilroad.

Se na tor  B ible . I f  the  Tio ga-Ham mo nd La kes proje ct ha d been in 
opera tion du ring  tro pi ca l sto rm Agn es, wh at do you es tim ate  th e 
dam age  red uction benefit s wou ld have been?

Gen eral  Morris. $200 mil lion  by th is  proje ct alone.
Se na tor  B ible. I f  t h is  p ro jec t had been com ple ted , you wou ld have  

saved th at much.
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USE OF SUPPLEM ENTAL REQUEST

How will the supplemental request of $2. million be used, and how 
will this  affect the completion schedule for the project ?

General Morris. This money will be used to acquire addit ional land 
for the hardsh ip cases which developed as a result of Agnes, and to 
accelerate the relocation of highway 15.

We do not believe, at this time, tha t the $2 million would change 
the completion schedule of the total project, however, by relocating 
this highway we can be sure and avoid delay.

Senator Bible. What is the completion schedule ?
General Morris. November 1977.

COWANESQUE LA KE , P a.

Senator  Bible. Moving now to the Lake Cowanesque area in Pennsyl­
vania, the justifications refer  to the Lake Cowanesque project. 
Describe the project and the benefits expected to be derived.

General Morris. This  project  is also in Tioga County, Pa., on the 
Cowanesque River. The plan of improvement thus far, is as follows.

The reservoi r would be about 8 miles long and would provide 82,000 
acre-feet of flood control storage  out of a tota l of 89,000 acre-feet. 
The tota l cost of the project—and these are 1971 prices—would be 
849,300,000. The benent-to-cost ratio is 3 to 1 based upon average 
annual benefits from flood control of $5.8 million and  $130,000 for 
recreation, for  a total of $5.93 million annually.

Senator Bible. What  is the status of this  project?
General Morris. This project is in the final stages of design. We 

will have the general design memorandum finished in the second 
quar ter of the curren t fiscal year, the dra ft environmental impact 
statement is on file and the final will be submitted next calendar year.

Senator  Bible. Have vou requested funds from the Office of Man­
agement and Budget for  Lake Cowanesque ?

General Morris. We are considering a request at  this  time.
Senator  Bible. If  you had the funds, when would the project  be 

completed ?
General Morris. The completion date scheduled is fiscal year 1979.
Senator Bible. Fiscal year 1979?
General Morris. Assuming we get started.
Senator  B ible. I understand tha t is an estimate. If  the  project had 

been in operation during  tropical  storm Agnes, what do you estimate 
the damage reduction benefits would have been ?

General Morris. This project’s damage reduction would have been 
$145 million. This combines directly with the  Tioga-Hammond Lakes 
project for  a total of $345 million.

Senator Bible. Do you have a capability on this project?
General Morris. Yes sir, we have a capabili ty of $1.5 million to 

commence construct ion this  fiscal year.

EMERGENCY FUND

Senator Bible. How much was available in the  emergency fund as 
of June 30,1972?

General Morris. We had  an uncommitted carryover o f $214,000 on 
June  30, 1972.
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Senator Bible. You testified to tha t in your statement. Wha t was 
the fiscal year 1973 original  budget request ?

General Morris. $7 million.
Senator Bible. How will this  money be used ?
General Morris. I testified before the House fo r $10 million and for 

an additional $16 million.
Senator Bible. You testified in the  House for $10 million but then 

you were questioned and you said you had a capabil ity for another $16 
million?

General Morris. Correct , sir.
Senator Bible. You have a capability for it. Assuming you get the 

$26 million, what will it be used for?
General Morris. We will talk  about the $10 million first. It  would 

be used to restore and streng then levees in the vicinity of Wilkes- 
Barre. There are four un its: one across the river, two upstream and 
there is one downstream. I  mention this because it is importan t that we 
do these in a group. All four of those would take approximately $7 
million. Included also is $2 million to restore certain levees to thei r 
authorized height because of subsidence. The remaining $1 million is 
for damage and hydrologic  data collection in the Wilkes-Barre area, 
temporary repair measures, and postdisaster reports.

Senator Bible. D o you have any other requirements on the emer­
gency fund in connection with the disaster  which are not reflected in 
this estimate ?

General Morris. Tha t is the $16 million.
Senator  Bible. That is the $16 million; now, explain that.
General Morris. $7 million of the $16 million is to replace the funds 

we had at the beginning of this fiscal year. T hat  money has been used 
on other emergencies through out the United S tates unrela ted to Agnes. 
There is a need for $9 million  in additional funds for damages outside 
of the Wilkes-Barre area.

Senator Pastore. Are they  related to Agnes?
General Morris. Yes, sir.
Senator  Bible. Is there enough money included in this estimate to 

replenish the emergency fund  ?
General Morris. Yes, si r; in the additional $16 million figure.
Senator Bible. W hat you are saying is you need $10 million plus 

$16 million which is $26 million. I have no fur ther questions. Sena tor 
Pastore ?

Senator Pastore. No ; th at is all I have.
Senator Bible. Senator Hatfield ?
Senator Hatfield. No questions.
Senator Bible. Sena tor Young?
Senator Young. No questions.
Senator B ible. Thank  you, General, w’e appreciate  your  appearance 

very much.
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APPALA CH IAN  REG IONAL COMM ISSION 

STA TEM EN T OF DONALD  W . W H IT E H E A D , F E D E R A L  COCH AIR M A N

ACCOM PA NIE D B Y :
O RV IL E H. L E R C H , A L T E R N A T E  F E D E R A L  COCHAIR M AN 
B R IN L E Y  J.  L E W IS , BU DGE T O FF IC E R

INT RODUCTION  OF ASSOCIATES

Senator Bible. The next witness will be Mr. Donald W. White- 
head, Federal Cochairman of the Appalachian Regional Commission. 
Mr. Whitehead, and his associates, will testify  in support of the  fiscal 
year 1973 supplemental request in the amount of $16 million for 
Appalachian regional development programs.

Mr. Whitehead, will you introduce those with you ?
Mr. W hitehead. Yes, sir. I am accompanied, this  morning, by the 

Alternate  Federal Cochairman, Mr. Orville Lercli and, to my extreme 
left,  by my budget officer, Mr. Brinley Lewis.

JU ST IFIC AT IO N

Senator Bible. The justification will be inserted in the record at th is 
point.

(The justification follows:)
(85)
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APPALACHIAN REGIONAL DEVELOPMENT PROGRAMS 

Supplem en ta l 1973 Re ques t

Re qu es t is  made fo r  a supp le m enta l a p p ro p r ia ti o n  o f  $16,0 00,0 00 fo r  
A ppa la ch ia n  De ve lop me nt prog rams w hic h can be o f  s p e c ia l a s s is ta n ce  to  
many are as o f  th e A ppala ch ia n Reg ion which have been damaged by fl o o d in g  
r e s u lt in g  from  H urr ic ane  "A gnes".

A ss is ta n ce  is  prop osed  under  th re e  a c t i v i t ie s  o f  th e  A ppala ch ia n 
Regiona l De ve lopm en t Programs as su mna riz ed  be lo w . A ll  a p p ro p r ia ti o n  re ­
quests  are  w it h in  a u th o r iz a ti o n s  f o r  th e  FY 1972-1973 p e ri o d  as pro v id ed  
by P .L . 92 -6 5 and accomp anyin g R eports o f  th e  House and Se na te  P u b li c  Works 
Commi tt e e s .

(t ho usa nds o f  d o ll a r s )

Sec. 20 5, Mine  Area R e s to ra ti o n
Mine are a su bsidenc e c o n tr o l

Sec. 20 7,  Appa la ch ia n  Ho us ing
Fund , Ho us ing S it e  Dev elop ­
ment g ra n ts

Se c. 30 2,  Re search  & Lo ca l
De ve lopm en t D is t r i c t  Pr og ram:
(a ) a d d it io n a l area  p la n n in g

s u p p o r t......................................
(b ) s p e c ia l new tow n p la n n in g

s u p p o r t......................................
(c )  s p e c ia l re searc h on su b­

s id ence  r is h ,  a d ju s tm e n t,  
and p re vention .....................

S u b to ta l A ,B ,C ,

SUBTOTAL

O th er A ppa la ch ia n  Prog rams:

Proposed
Su pp lemen ta l

$ 11 ,000

S . 1 >500

$ 3.50 0 

1,50 0

500

1,50 0

$ 3,5 00

$11 ,50 0 $ 27 ,500  $ 16 ,000

201-A p p a la ch ia n  De velopme nt
Highway Sys tem 18 0,00 0 18 0,00 0 —

202-D em onstra tion  Health
Pro gra m 48 ,0 00 48 ,000 —

211-V oca tio n a l Educa tion
F a c i l i t ie s 25,5 00 25 ,500 __

21 4-S up ple m ent al Grants 37 ,0 00 37 ,000 —

GRAND TOTAL $3 02, 000 $3 18 ,000  $ 16 ,000

*

The d e ta i ls  o f  th e  re ques t fo ll o w :

1. S e c tio n  205 -  Min e Area  R e s to ra t io n .........................................................$ 11 ,000

An amount o f  $11 m il l io n  is  re queste d  f o r  sub -s u rf a ce  r e s ta b i l iz a t io n  
o f  a n th ra c it e  mine  area s a ff e c te d  by  mine su bsidenc e da ng er  which have  
been aggra va te d by th e  re ce n t he av y fl o o d s  in  th e  Pennsylv an ia  a n th ra c it e  
a re a .
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Under the Section  205 Mine Area Res tora tion  Program, the Commission 
may provide up to 75 percent of the cost of  a lle v ia ting  mine subsidence 
and co ntro lli ng mine drainage. Information from the Pennsylvania anthra­
c it e  region  ind ica tes  considerable damage to abandoned mines may have 
been caused by the weakening of coal p il la rs , ra is in g waters to excessive 
leve ls re su lting  in improper drainage, and des troying mine seals.
The Commission would propose to in it ia te  ac tion on the most urgent of  
these pro jec ts wi th the $11 m ill io n  requested.

Background

The Wilkes-Barre - Scranton area represents a set  of  complex re la tion ­
ships between present land use, mining impacts, and natura l geologic and 
hydro log ic cond itio ns . The orig in al  s ite  of  Wilkes -Ba rre, a c it y  of  
60,000, was meadow and swamp. The water tab le was close  to the sur face .
As the area began to be mined fo r an thraci te  co al , i t  was necessary fo r 
the coal companies to pump water co nt inua lly  out o f the mines and dump i t  
in the Susquehanna Riv er.  As th is  pumping began back before the turn of 
the cen tury, it s  long term e ffect was to dra in the surface of  the land 
through the minute fra ctur es  which developed throughout the overburden 
over lying  the coal seams. This drained land was subsequently developed 
wi tho ut the use of f i l l  to raise elevat ions re la tive  to natu ral ground 
water  lev els  or ri ve r le ve ls .

A complex set of  environmenta l problems ensued during and a fte r the 
mining and th e ir  impacts present s ig n if ic an t problems today and appear to 
extend fa r in to  the fu tu re . The water pumped from the mines was acid and 
i t  k il le d  much of  the aquat ic l i fe  in the North Branch of  the Susquehanna 
River. Waste ma ter ial from the mines was dumped in  enormous culm pi les 
throughout  the va lle y,  many of  which ultim at el y caught fi re . The ir burn­
ing generated serious a ir  po llu tio n from su lfur dio xid e.

Underground coal seams occas ionally  caught f ir e .  Fumes leaking up 
through the surface made occupancy of  homes and bu ild ing s dangerous and 
many were permanently and tem porar ily  evacuated.

As p il la rs  in the mines were eroded by ground water seepage or 
"robbed" by la te r min ing, and as coal seams burned ou t, mine subsidence 
led to collapse of  the surface endangering most surface development in ­
cluding the downtown areas of  Wilkes-Barre and Scranton.

Then as the an th raci te  ind us try  closed down over the past 15 years, 
the companies were no longer  able to pump the mines and the underground 
water tab le rose up to it s  natura l le ve l,  flood ing  or threatening to 
flood  the foundations and understories of  commercial and reside nt ia l 
str uc tures in sect ions o f the area. Most of  such development was on land 
drained by the mining process described above.

Ground water lev el flu ctua tio ns  in abandoned mines cause mine wal ls , 
ce ili ngs, and p il la rs  to collapse due to the lu brica ting effe ct  of  the 
water during  al te rnate sa tura tio n and drainage of  the shale geology and 
the d if fe re n ti a l pressures exerted  by the water. A mine f il le d  wi th water 
is  able to carry a gre ate r load (downward pressure) than one not f il le d  
wi th water, es pe cia lly  when mine voids are large and support p il la rs  and 
wa lls  are eroded. In add iti on,  water moving through a mine w il l erode 
mater ials which have been pumped in to  voids to co ntro l subsidence.

Surface subsidence o f land due to co llaps ing  mines occurs co nt in ­
ua lly  in small increments at  inf requent in te rv al s or in dramatic cave-ins 
where the surface may drop 15 feet  or so. Most subsidence is  incremental
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in  na ture, thus plac ing continu ing  and changing stre ss on surface develop­
ment, es pe cia lly  bu ild ing  foundations and wal ls . This weakens bu ild ings 
cons tructed wi th usual design and eng ineering. Flooding of  such bui ldings 
e ith er through ra ising  ground water lev els  or by rive rine causes (such as 
the recent Susquehanna flo od ing)  increases in both magnitude and severity 
the amount of  damage. In add iti on,  the geologic st ra ta  underly ing the 
foundations are s im ila rl y  weakened and whatever movement is  occurring is 
accelerated .

Subsidence control is  qu ite  co st ly . Current technology of  preventing 
subsidence is  to d r i l l  holes through the overlyin g surfaces to the mine 
voids. Incombustible m ater ia l, often  some of  the mine refuse which is 
re ad ily  av ai lable,  is pumped through these holes u n ti l the voids are f il le d .  
Present techniques, though, are hit -and-m iss  (excepting a few small 
research projec ts) with respect to the complete f i l l in g  of  mine voids in 
the intended area since i t  is  v ir tu a ll y  impossib le to d irec t the f i l l  
ma ter ial a ft e r pumping in to  the mine. Subsidence control proje cts  funded 
by the Commission have cost  from $15-40 ,600 per acre. Most o f the anthra­
c ite  area has been mined on three to six leve ls . This contro l cost in 
some instances is fo r f i l l in g  of  the upper lev els  (the  ones nearest the 
sur face ) and not inc lud ing  the lower leve ls . Thus some pro babili ty  of  
fu ture subsidence remains even in  those areas which are "protecte d". 
Eventua lly,  thousands of  acres in  the Wilkes-B arre , Scranton area which 
are undermined w il l need such subsidence control assuming the continua­
tio n of  presen t types of  land use wi th the present technology of  surface 
development and subsidence preven tion .

Current Si tuat ion

The flood  f il le d  v ir tu a ll y  a ll  of  the underground mines in the va lle y,  
inc lud ing  areas which were pre vio us ly dry and assumed sta ble . This under­
ground mine flood ing  occured through:  seepage from the surface throughout 
the area (in clu ding  from s tr ip  mines) , water entering through abandoned 
mine po rta ls and ve ntil atio n sh af ts ; and actual breakthrough created by 
the scouring of  floo d waters or erosion  of  cover mate ria ls.

During the floo d and antecedent rains ground water lev els in the 
Wilkes -Ba rre, Scranton area rose 50 fe et . This has flooded the basements 
of  many commercial and re side ntia l st ructures . Pumping out these structures 
is  fu t il e  since water flows back in  due to the ground water leve ls . I t  has 
been estimated that  i t  w il l take months fo r the ground water lev els  to 
recede, and only a fte r the newly opened surface channels to the underground 
mines have been located and sealed.

Subsidence conditions  in the an thracite area have been aggravated, 
wi th some instances of  surface subsidence already id en ti fied .

The flood ing  also caused damage to several State acid mine drainage 
treatment pla nts. Also , numerous seals  of  underground mine po rta ls and 
venti la tion  shafts were destroyed or  damaged. Mine seal damage is  reported 
i r  a ll  coal areas throughout the Sta te.  *

The Commission plans to make av ai lable it s  >11 m il lion  of  addit ional 
funds requested under Section 205 au th or ity  fo r the most urgent subsidence 
and mine drainage control proje cts  which are occasioned by the flo od . Pro­
ject s w il l be lim ite d to protec tin g ex is tin g housing, business and indus­
t r ia l and pu bl ic fa c il it y  improvement on affec ted  lands where reloca tions 
are not pr ac tic al  or economically  fe as ib le . The Commonwealth has the funds
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fo r  matching the Commission's  program by re d ir ec ting  a port io n o f i t s  10 
year bond issu e program monies fo r mined land re s to ra tio n . The Commonwealth 
program provides up to  $25 m il li o n  per year fo r  these purposes.

With Sta te funds and funds requested he re,  the major emergency 
needs fo r  assis tan ce are expected to  be covered.

2. Section 207 - App alachian Housing Fund $ 1,500

The flo od s re su lt in g  from  Agnes caused ex tens ive  damage to  housing 
throughout the no rth ern se ct ions  of Appalachia . Most homeowner fa m ili es 
th a t su ffe red flo od  damage w il l  be able  to  ob ta in  r e l ie f  through the 
Small Business Adm in is tratio n d is ast er loan program. A lso, emergency tem­
po rary housing w il l  be made availa ble  by HUD.

in many instan ce s,  however, su bstantia l new replacem ent housing
•  w il l  have to  be co ns truc ted,  presumably on new, flo o d -f re e  lo cations. In 

these instan ce s,  the  Commission's  new housing program cou ld be an im po rta nt , 
i f  no t essen tia l,  a id . Th is new program au thor ize s the  Commission to  ap­
prove gran ts fo r s it e  development co st s,  in cludin g the  extension of sewer 
and wa ter  se rvi ces when the gr an t is  needed to  make a pro je ct fe as ib le .
The gran ts  are made to  e it h e r pu bl ic  agenc ies or  nonp ro fi t orga niza tio ns  
sponso ring Fed er al ly -in su re d housing p ro je cts . Grants under normal c i r ­
cumstances range between $1,000 - $1,500 per housing u n it . However, in 
Buffa lo  Creek, West V ir g in ia , s it e  development costs  fo r  replacement 
housing may range from $2,000 to  $2,500 per  u n it . In a ll  cases, s it e  
development cos ts are lim it e d  by law to  10 percent o f the  to ta l housing 
co st .

Requests fo r the new s it e  gra nts  w il l  occur a ft e r  a sponsor has com­
pleted  planning and engine er ing stud ies which in d ic a te  the  need fo r gran t 
as sistan ce . In d is aste r s it u a ti o n s , these types o f stud ies us ua lly  fo llow  
post-emergency cleanup opera tio ns,  and as a p ra c ti ca l mat ter may be delayed 
up to  severa l years as pub lic  fa c i l it ie s  are repa ire d or  in s ta lle d  in  
accordance with  loca l redevelopment pla ns . Acc or ding ly , i f  the usual 
pattern  o f recove ry is  fo llow ed, the re w il l be a delayed demand fo r th is  
type o f Commission as sistan ce .

However, i t  is  li k e ly  th a t i f  recovery  plans were in i t ia l l y  drawn 
up w ith  the s it e  gran ts in  mind, the e n ti re  process o f re-hous ing  cou ld 
be ac ce lera ted.  In sho rt , the  gran t makes i t  po ss ib le  to  move forw ard  
w ith  s it e  prep arat ion w ithout aw ai tin g conven tiona l gr an t support . In 
a d d it io n , the  Federal Housing Adm in is trat ion should be able to  shorten

• i ts  processing time  o f housing applic atio ns by is su in g , as pe rm itte d in  
the  ARC-HUD gu id elin es, commitments co nt inge nt  on ARC gran t support .

The reques t of $1.5 m il li o n  would pro vide assis tan ce  fo r appro xim ate ly 

4 1,000 to  1,500 housing un it s  a t an average gran t amount o f between $1,000
and $1,500 per u n it .

3. Section 302 - Research and Local Development D is t r ic t  P ro gra m ... .$ 3,500

Assis tan ce under th is  a c t iv it y  w il l be provided fo r  thr ee  purposes:

A. Addi tio na l area plannin g su pp or t..................... ...............................$ 1,500

M ulti -c ounty  development d is t r ic ts  are cu rr e n tl y  es tabl ishe d in 
the  Appalachian  areas damaged by the fl ood , w ith  fu nct ions in clud ing the
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planning of  long-range economic development fo r th e ir  area. In order to 
as sist  in  the e ff ic ie n t long-range planning of  post- flood  recons tru ction , 
ad di tio na l funds would be provided these areas to undertake stud ies and pre­
pare development plans whereby the reconstruc tion may best contrib ute to the 
long-range in te rests of  the area. The spec ial fin an cial  assis tance is  
being provided to accelerate th is  loc al planning which can provide the basic 
guide lines w ith in  which fu ture  recons tru ction  can most e ff ic ie n tl y  take 
place.

The program w il l be conducted in  cooperation wi th the Departments 
of  HUD and Commerce (Economic Development Ad ministra tio n) . A un ified  ap­
proach has been adopted which w il l provide in i t ia l  funds to the affected  
States fo r the determination of  plann ing needs. Following the de linea tion 
in a State plan of  the needs and the most appropriate groups to be respon­
s ib le , fin ancia l assistance w il l be provided by each Federal agency to it s  .
normal loca l re cipien t agency. ARC assis tance w il l general ly be provided 
through the State and estab lished mult i-cou nty loc al development d is t r ic t,  
with some funds provided to State planning agencies and where needed, to a 
lim ite d number of  loca l ju ri sd ic tio ns  w ith in  the d is t r ic t.

The amount of  $1.5 m il li on  w il l provide assistance to approximately 
30 Local Development D is tr ic ts  w ith  91 Appalachian coun ties affec ted  by 
the flood .On the average, about $15,000 per county would be av ai lable.

B. Special New Town Planning sup port...................... . ....................... $ 500

During the past several years , the Commission has ass isted in 
the finan cin g of  general development stud ies designed to examine the 
po tent ia l of  new large-seal  ec. developments. The premise of  these studies 
is that  highway and othe r public investments have created a demand fo r 
housing and business a c ti v it ie s  which might best be met through the crea­
tio n of new communities located in  harmony with ex is tin g development. In 
several ins tances , the stud ies have grown out of  local recogn itio n of  severe 
geo logica l and environmental factor s which li m it  op po rtu nit ies  fo r con­
tinued sound growth of ex is tin g communities.

One series of studies covering the Wilkes-Barre area was com­
pleted several weeks prior to the flo od . These stud ies st rong ly support 
the concept of  new towns as a component of  ov erall  reg ional development, 
and id en ti fied  feas ible loc ations fo r such undertakings. These loca tions 
were selected  on the basis of  approximately  80 development factors inclu­
ding those which would elimina te si te s sub ject to flood ing  and adverse 
mining cond itio ns .

The $500,000 requested here fo r new town stud ies would be used to 
as sist  app ropriate State and d is t r ic t  organizat ions to carry  out de tai led  
economic and engineering studies and prepare necessary plans to in it ia te  •
actua l cons tru ct ion . The studies and plans would be conducted in coopera­
tio n wi th both pr iva te  and publi c in te re st s.

I t  is  expected that  the requested funds w il l permit the Commission •
to as sist  in the financing of  4 - 5 pro jec ts recommended to the Comnission 
by the af fecte d States .

C. Special Research on Subsidence Risk and Prevention .............$1,500

Funds are requested to finance  research in to  ( i)  land-use analysis 
and id e n ti fi ca ti on  of  zones of  subsidence, by degree of  ri sk  and damage 
pote ntia l,  pr im ar ily  in nor thea stern Pennsylvania; and ( i i )  developing 
engineering c r it e r ia  fo r bu ild ing new structures or rebu ild ing and repa ir-
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ing damaged str uctures through the mo dif ica tion of  earthquake pro tec tion 
and flo od -proof ing techniques which are already in existence . Such build ­
ing c r it e r ia  fo r reducing subsidence and flood damage are in  use in other 
coun tries . With the knowledge of  appropriate land uses, the zones of  sub­
sidence and flood hazards, and the la te st construction  technology, the 
bu ild ing of  replacement str uc tu res or rebu ild ing and re pa iring  of  damaged 
str uc tures can be ca rried  out so as to minimize or elimina te damage from 
such hazards in the fu tu re  in  any area.

As ind ica ted  e a rl ie r in the ju s ti fi c a ti o n , underground mining of  up to 
six seams of coal (a t si x d if fe re n t and overlapp ing leve ls) in  the Wilkes-  
Barre-Scranton area has created a surface subsidence pote ntia l.  This sub­
sidence po tent ial  is  in e ffec t a manmade "natu ral  hazard" such as flood ing  
is  a na tural hazard. Other hazards exist  in the area, again pr im ar ily  due 
to man's a c ti v it ie s , fo r example, underground mine fi re s  and burning culm 
(mine waste) banks.

As wi th flo od s,  there is  a range of  ways to ad jus t to such hazards.
One is  to contain  the hazard, prevent i t  from occurring ; e .g .,  reservoirs 
fo r stor ing flood waters and f i l l in g  of mine voids to prevent collapse.
Both of  these techniques are extremely expensive and are only re a lly  e ff e c t­
ive  i f  oth er actions concerning land use and development are taken.

Another set of  techniques is  to adjus t cu rrent a c ti v it ie s  to the 
hazard cond itio n and then take sp ec ifi c sho rt- term and presumably re la ­
ti v e ly  inexpensive steps to re c ti fy  problems when the hazard occurs. For 
ins tan ce,  with respec t to flo od in g,  land uses might be such that  inunda­
tio n causes no damage (physical  or economic, such as loss of  service) 
except fo r those costs of  cleaning up s i l t .  Parking lo ts , parking build ­
ings, and parks are types of urban land uses and st ructures  re ad ily  su itable  
fo r flo od  prone areas. Other uses, even that  of  o ff ic e  bu ild ing s and 
housing, are poss ible i f  appro priate  f i r s t  fl o o r ele vations are met and 
other flo od  proofing features are incorporated  in to  the st ructures ' 
design.

Sim ila r adjustments are pos sib le wi th respect to the subsidence and 
other mine-rela ted hazards. For instance,  land use can also  be adjusted 
to re fl e c t the pro babili ty  o f subsidence and the degree of ri sk  en ta iled.
In areas of  high p ro babili ty , open space land areas would minimize damage 
on occurrence, and thus f i l l in g  of  mine voids would not be required. In 
areas of moderate or low p ro babili ty  of  subsidence, land uses inv olv ing  
in tens ive  development (housing, commercial st ru ctur es , e tc .)  might well 
be pos sib le i f  such str uc tures were modi fied so as to be able to undergo 
subsidence events without undue damage or in te rrupt io n o f th e ir  func tion.

In one sense, subsidence is  li ke  an earthquake. There are arch ite c­
tu ra l and engineering mod ific at ions  which can be incorporated in structures 
to allo w su rviva l through earthquakes with st ru ctur al  in te g ri ty . This 
technology has been developed by both American and Japanese firms. The 
Dutch have modif ied the Japanese-developed st ru ct ur al  adjustment fo r ea rth ­
quakes to  meet th e ir  coastal subsidence problems which are caused by the 
deep we ll pumping and drainage of low -ly ing land. I t  appears that  structue al 
technology can be developed so th at  some type of  bu ild ing s can keep th e ir  
in te g ri ty  and remain in ta ct i f  p a rti a ll y  undermined or t il te d  by subsidence. 
Presumably the costs of  s tructu ra l adjustments, and regrading land surfaces 
a fte r subsidence would be less than that  o f f i l l in g  the underground mine 
voids using present technology .
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Another part icula r problem caused by subsidence concerns the in te g ri ty  
of  u t i li t ie s  which are placed underground, pr im ar ily  gas, water , and sewers. 
Consideration w il l be given fo r av ai lable technology fo r protec tin g and 
co ntro lli ng  damage to u t il it ie s .

In ad diti on,  since some adjustments to flood hazards are the same 
as adjustments to subsidence hazards,  then such adjustments become mul tip le  
purpose in natu re.

The Commission proposes to undertake an e ff o rt  which w il l analyze 
the hazards of the area, present land uses, assess ri sk  and damages from 
hazards (s in gula rly and in com bination), and id en ti fy  those geographic 
areas susce ptible  to hazards by degree of  p ro babili ty .

Archi tectur al  and engineering assessments w il l be made of  bu ild ing •
technology to id en ti fy  and develop those c r it e r ia , design sp ec ifi ca tio ns , 
and measures necessary to reduce damage to str uctures and u t i li t ie s  from 
subsidence hazards as well as indicat in g what types of  str uc tures can be 
so adjus ted and at what costs. Co-pro tection  from other hazards (fl oo din g)  
w il l also be included. *

A lte rn at ive land-use and economic development plans would be developed 
based on ob jec tives  such as:

(a)  minimization o f fu tu re  loss due to hazards and 
reducing ris ks  on a leas t-c os t bas is:

(b) maximizing the intens ive  redevelopment of  the present 
urban areas u ti li z in g  a ll  known control measures to 
reduce ri sk and damage of hazards.

The f i r s t  ob jec tive might well involve ad jus ting ex is tin g land uses 
in the urban hazard areas and provid ing  fo r urban-type development in 
haza rd-free or low-ri sk  areas. This is  one way th is  e ff o rt  complements 
the new town development a c ti v it ie s  discussed above.

Such plans should provide a basis fo r ra tio na l dec ision making con­
cerning both the short - and long-range future of  the areas as well as 
provide a fi rm  basis fo r se tti ng  p r io r it ie s  on that  work necessary to 
re c ti fy  or contr ol damages from min ing. Present public a c ti v it ie s  in 
th is  regard are rea ctive in na ture, e .g .,  the control measure of  f i l l in g  
voids are taken fo r individ ua l si te s a fte r subsidence occurs.  In addi­
ti o n , th is  work w il l provide a set  o f e x p li c it  bu ild ing and land use 
adjustments that  can be taken to reduce damage from these. Costs of 
such adjustments w il l be included so evaluations can be made concerning 
re la tive  costs and effectiveness  o f these adjustments versus f i l l in g  •
mine voids.  This work should have a p p lica b il it y  in  other portio ns of 
the coun try since subsidence is  a hazard in  western Pennsylvania and other  
areas of  underground coal mining such as Rock Springs, Wyoming.

t
This work w il l be done in  coord ina tion wi th appropriate Federal and 

State agencies. For instance, exist in g recent ae ria l photography w il l 
be used fo r the land use analy sis . Corps of  Engineers data on hydrology 
w il l be used fo r assessing subsidence hazard p ro babili ties. I t  is  a n ti ­
cipated th at  the Commission w il l use consultants  fo r aspects of  th is  
work, inclu din g that  of  id enti fy in g  c r it e r ia , design sp ec ifi ca tio ns , and 
engineering fo r adjustments to bu ild ings  and othe r struc tures to reduce 
and el im ina te damage from subsidence.



FUNDS APPROPRIATED TO THE PRESIDENT 
APPALACHIAN REGICffiAL DEVELOPMENT PROGRAMS

Pro gra m  an d F in a n c in g  ( in  th o u sa n d s  of  d o l l a r s )
Identification code ,. 7 3 ,. 7 3 ,. 7 3

P r e s e n t ly
a v a i l a b le

R e v is ed
e s t im a te

P ro pose d
su p p le m e n ta l

Pro gra m  by  a c t i v i t i e s :

1 . A p p a la ch ia n  D ev el op m en t High wa y
180 ,0 00sy s te m ........................................................... 180 ,0 00 —

2 . D em o n str a ti o n  h e a l t h  p r o j e c t s .......... 48 ,0 0 0 48 ,0 00 —

3 . Mine a r e a  r e s t o r a t i o n ............................. 2 ,0 0 0 13 ,0 00 11 ,0 0 0

4 . V o c a t io n a l  e d u c a ti o n  f a c i l i t i e s . . . 2 5 ,5 0 0 2 5 ,5 0 0 ___

5 . Supple m en ts  t o  F e d e ra l  g r a n t - i n -
a i d  p ro g ra m s............................................. 3 7 ,0 0 0 3 7 ,0 0 0 - - -

6 . R e sea rc h  an d l o c a l  develo pm ent
d i s t r i c t  p ro g ra m .................................... 7 ,5 0 0 11 ,0 00 3 ,5 0 0

T o ta l  pro gra m  c o s t s ,  f u n d e d .............. 300 ,0 00 314 ,5 00 14 ,5 00

Ch an ge  i n  s e le c te d  r e s o u r c e s  1 / .......... ___ —

T o ta l  o b l ig a t i o n s ...................................... 300 ,0 00 314 ,5 00 14 ,5 00

N ote : S in c e  an  e n r o l l e d  b i l l  f o r  FY i ; >73 h as n o t  be ei 1 r e c e iv e d  th e  1un ou nt s shown

und er " P r e s e n t ly  a v a i l a b l e "  a re th o s e  in  th e  R 'e s i d e n t 's  Budg, i t .



Ide nti fication  code

94

Fin anci ng  ( in  th ousa nds o f  d o l la r s )

T o ta l o b li g a ti o n s  (f rcm pr og ram 
sch ed u le ) . . . . ....................................

F in an c in g :

U nobli gat ed  bal an ce  a v a i la b le , s t a r t  
o f y ea r:

A p p ro p ri a ti o n ...........

C o n tr ac t a u th o r it y .

U nobli gat ed  bala nce  a v a i la b le , end 
of y e a r:

A p p ro p ri a ti o n ...........

C o n tr ac t a u th o r it y .

Bu dg et  a u th o r i ty .

Budget a u th o r it y :

C u rre n t:

A p p ro p ri a ti o n .

A p p ro p ri a ti o n  to  l iq u id a te  
c o n tr a c t a u th o r i ty ...........

T ra n s fe rre d  to  o th er ac counts .

A p p ro p ri a ti o n  (a d ju s te d ) .

Pe rm an en t:

C o n tr ac t a u th o r it y  (P ubli c  Laws 
91-123  and  92-6 5)...........................

«. 73 1. 73 i« 73

P re se n tl y Rev is ed Prop os ed
a v a il a b le e s ti m a te su pp le m en ta l

30 0,00 0 31 4,50 0 14 ,500

-2 20 ,0 00 -2 20,0 00 —

. . . . . . . . .

22 0,00 0 22 0, 00 0

30 0,00 0 31 4,50 0 14 ,500

30 2,00 0 31 8,00 0 16 ,000

-1 80 ,0 00 -1 80,0 00 —

-2 ,0 00 -3 ,5 0 0 -1 ,5 00

12 0,00 0 13 4,50 0 14 ,500

18 0,00 0 18 0, 00 0 . . .
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Outlays (in  thousands of do ll ars )
Identification code 73 i. 73 » 73

«

Pr es en tly
av ai la bl e

Revised
es tim ate

Proposed
supplemental

Re la tio n of ob lig at ions  to  ou tla ys :

Ob ligations incu rre d,  n e t....................

Obligate d ba lan ce , s ta r t of  y e a r .. ..  

Obligate d ba lan ce , end of ye ar ..........

Ou tlays.

300,000

563,901

-573,901

3lU,5OO 

563,901 

-5 82 ,hoi

lU,500

--4 ,500

290,000 296,000 6,000

Statu s of Unfunded Cor tr a c t Autho rity (in  thousands

Unfunded ba lan ce , s ta r t of year .

Contract  au th ori ty  (Public  Laws 91-123 
and 92 -65) .................................................

Unfunded ba lanc e,  end of  ye ar .

Ap pro pri ation  to  liquid at e co nt ra ct  
au th ori ty ...............................................

of dollar s)

220,000

180,000

-220,000

220,000

180,000

-220 ,000

180,000 180,000

l /  Se lected  res ource s as of  June 30 are  as follo ws : 
1972, $U0k,357 thou sand; 1973, $hol ,357 thou sand.

Note: Obligate d balance s ta r t of  yea r
re f le c t reprogramming ac tion  tr an sf er ri ng  $500 
Fund in  FY 1972.

81-5 11  0 - 7 2 - 7

Unpaid undelivere d or de rs ,

under "P re se nt ly  av ai la bl e"  id  ad juste d to  
thousand  to  the Housing
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OBJECT CLASSIFICATION (in thousands of  dollars)

Id en tifica tion code *’ 73 *’ 73 *’73

APPALACHIAN REGIONAL COMMISSION 
Personnel compensation:

25.0 Other services.....................

P re sen tl y
av a il ab le

Rev ised
est im ate

Pro posed
su pp lemen ta l

7,2 90

39 ,70 0

9,2 90

1+1,200

2,00 0

1,500

<•

41.0 Grants, subsidies, and con tributions........ .....

Total obligations  ̂ A ppala ch ia n
Reg iona l Com miss ion................. .. *+6,990 50,1+90 3,50 0

r
MM-10 J

OBJECT CLASSIFICATION (in thousands of  dollars)

Id en tifica tion code *’ 73 *^3 *’ 73
ALLOCATION ACCOUNTS

Personnel compensation:
11.1 Permanent positio ns........

P re sen tl y
a v a il ab le

1,1+07

6

3

Re vised
es ti m ate

l,*+07

6

3

Pro posed
su pp lemen ta l

11.3 Positions other than permanent.

11.5 Other personnel compensation

Total personnel compensation............ 1,1+16

121

106

*+

1+0

8

1,1+22

12

ll+

21+9,867

1,1+16

121

106

1+

1+0

8

1,1+22

12

ll+

260,8 67

n

•

11 ,00 0

Personnel benefits:
12.1 G vi lia n........................

21.0 Travel and transportation o f  persons..... ......

22.0 Transportation of  things __ _____  ______

23.0 Rent, communications, and u til iti es .............

24.0 Printing and reproduction_______________

25.0 Other services...................................................

26.0 Supplies and materials.................................. .

31.0 Equipment ........ ............ ................................

41.0 Grants, subsidies, and co ntr ibution s....

T o ta l o b li g a ti o n s , a l 1ocati on  ac co un ts 253,0 10 264,0 10 11 ,00 0

Total obligations.... ...................... ...... ........ 300,000 31*+, 500 ll+,500
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O b je c t C l a s s i f i c a t i o n  ( i n  th o u sa n d s  o f  d o l l a r s )

Identific ation code ■■73 ■■73 ■■73

P r e s e n t ly
a v a i l a b le

R ev is ed
e s t im a te

P ro p o sed
su p p le m e n ta l

O b li g a ti o n s  a re  d i s t r i b u t e d  as fo ll o w s

1 . A p p a la ch ia n  R e g io n a l C o n m is s io n .. . 46 ,9 9 0 50 ,4 90 3 ,5 0 0

2 .  D ep ar tm en t o f  H e a l th , E d u c a ti o n ,
Wp I Tfit.TG. . . . . . . . . . . . . . . . . . . . . . 72 ,1 10

2 ,0 0 0

72 ,1 10

13 ,0 00

178 ,9 00

3 - Tip par tmAnt o f  T n te r i n r . . . . . . . . . . . . 1 1 ,0 0 0

U Tipp ar tw pn t o f  Tra n sp o r t  a t  1 on . . . . . . 178 ,9 00

PERSCINNEL SUMMARY

1971
a c tu a l

197 2
e s t im a te

19 73
R e v is ed
e s t im a te

ALLOCATION ACCOUNTS

T o ta l  nu mber o f  perm anen t p o s i t i o n s . . . 115 112 n o

F u l l - t im e  e q u iv a le n t  o f  o th e r  p o s i t io n ! 2 3 2

AvPTflgp pn.5 d GTTipl oymprrt 102 10 7 10 4

9 .4

$12 ,5 0 9

$ 8 ,5 7 9

9- 5

$12 ,9 11

$ 8 ,9 7 6

9 .5

Avp rsgp  OK sa l a r y . . . . . . . . . . . . . . . . . . . . . $13 ,0 6 5

$ 9 ,4 25A ver ag e s a l a r y  o f  u n g ra d ed  p o s i t i o n s . .
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FUNDS APPROPRIATED TO THE PRESIDENT 
APPALACHIAN HOUSING FUND, EXECUTIVE 

PUBLIC ENTERPRISE FUND

Prog ram and Fin an ci ng ( in  th ou sa nd s of d o ll a r s )
Identificat ion code

i<73 “73 >73

P re se n tl y
a v a il a b le

Rev ised
e sti m a te

Prop osed
su pp le m en ta l

Pro gra m by a c t i v i t i e s :

O pera ti ng  c o s ts , fu nd ed :

T ech n ic a l a s s is ta n c e  g ra n ts .............. 487 487 __
S it e  deve lopm en t g ra n ts ....................... 743 1, 74 3 1,00 0
A d m in is tr a ti v e  ex pen se s....................... 20 20 —

T o ta l o p e ra ti n g  co sts 1, 25 0 2,2 50 1,00 0

C a p it a l o u tl a y , fu nd ed :

Loa ns ......................................................... 1 ,3 50 1, 35 0 —

T o ta l prog ram c o s ts , fu nded .............. ? ,6 00 3, 60 0 1, 00 0

Change in  s e le c te d  re so u rc e s 1 / .......... -3 0 470 500

T o ta l o b li g a ti o n s 2, 57 0 4, 07 0 1, 50 0

F in anci ng:

R ece ip ts  an d re im bu rsem en ts  from :
N o n -f ed era l so u rc es :

C o ll e c ti o n  of lo an s ................................ -5 90 -5 90 . . .
I n t e r e s t .............................................. -1 0 -1 0

U nobli gat ed  bal an ce  a v a i la b le ,
s t a r t  o f y ea r:  Fun d b a la n c e .. -1 1 -1 1 —

U nobli gat ed  bala nce  a v a i la b le ,
en d o f  y e a r : Fun d b a la n c e . . . . Ul 41 —

Budget a u th o r it y  .......................................... 2, 00 0 3,50 0 1, 50 0



Identification code

*

ft
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Budget Au tho rity and Outlays (in thousand s of doll ar s)

Budget au th ori ty :

Tr an sfer red from othe r accounts.

Ap pro priat ion  (a dj us te d) .

Relat ion of ob lig at io ns  ou tla ys :

Ob ligations incu rred , n e t..............

Obligate d bal ance , s ta r t of  year . 

Obligate d bal ance , end of  y e a r .. .

Ou tlays .

i.73

Pr es en tly
av ai la bl e

2,000

2,000

1,970

1,795

•1,765

2,000

i.73

Revised
es tim ate

3,500

3,500

3A7O

1,795

-2,265

3,000

i.73

Proposed
supp lemental

1,500

1,500

1,500

-500

1,000

;he sta tem ent  of fi nan cia lid en ti fi ed  on1/ Balances of  se le ct ed  reso urce s are 
conditions

Note: Obl igat ed bal anc es as shown in  she Pres iden ts Request are  adj 
ef fe ct of the reprogramming act:
Fund in  FY 1972.

is te d fo r the 
$500 thousand  ;o the Housingon to  tr ansf e r

<

♦

Revenue and Expense (in  thousand s of d o ll a rs ) ____
Identification code i.73 i.73 >•73

Pr es en tly
av ai la bl e

Revised
es tim ate

Proposed
supplemental

Loan program:

Revenue............................................. ......... 10 10 ___

Expenses ( - ) ............................................. -1,3 00 -2,300 -1,0 00

Net opera tin g loss  fa r th e y e a r .. . -1,290 -2,290 -1,0 00

Not fo r pri nt in g:

Loan program expense 1,300 2,300 1,000

Ad minis tra tion 20 20 __

Waiver of  repayment 50 50 —

Tec hnica l as si stan ce  gr an ts 487 1+87 —

S it e development gran ts 7U3 1,7U3 1,000
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F in a n c ia l C ondit io n  (i n  th ou sa nds  o f d o l la r s )

1970
a c tu a l

1971
a c tu a l

1972
e sti m a te
re v is e d

1973
est im ate
re v is ed

A sse ts :

Dra win g ac co un t w ith  T re a s u ry .. 1, 96 7 2, 93 1 1, 80 6 2,30 6

Acc ou nt s re c e iv a b le ......................... 4 1 1 1

Loans re c e iv a b le , n e t .................... 935 1, 00 7 1, 907 2, 61 7

T o ta l a s s e t s .................................... 2, 95 6 3,9 39 3, 71 4 4, 92 4

Governme nt e q u it y :

O b li g a ti o n s :

U nd el iv er ed  o rd ers  1 /............. 816 1, 14 7 1, 79 6 2, 26 6

U nobligat ed  b a la n ce ......................... 1, 15 5 1,78 5 11 41

a‘~ t a l  une xpend ed b a la n c e ......... 1 ,9 71 2, 93 2 1,8 07 2, 30 7

ed  c a p i ta l  an d e a rn in g s .. 985 1,0 07 1,9 07 2, 61 7

T o ta l Government e q u it y ........... 2, 95 6 3,9 39 3,7 14 4, 92 4

A naly si s o f  Chan ges in  Governm ent E quit y

N o n -i n te re s t- b e a ri n g  c a p i t a l :

S ta r t  o f y e a r ...................................... 3, 00 0 4,0 00 4, 50 0

A ppro p ri a ti ons  tr a n s f e r r e d ......... 1, 00 0 500 3, 50 0

End o f y e a r .......................................... 4, 00 0 4,5 00 8, 00 0

R eta in ed  earn in g s:

S ta r t  o f y e a r ...................................... -4 4 -6 1 -786

Ne t inco me fo r th e  y e a r ................ -1 7 -7 25 -2 ,2 90

t  y e a r .......................................... -6 1 -7 86 -3 ,0 76
To tu x Government e q u it y  (end  o f  y ear)

RAJI— - -—■—r-——r-—a _ , '  ____—H “T------ 3 >7141 / The "Change in  se le c te d  re so u rc e s"  e n tr y  on th e  p ro g ra jj T an d f^ ia n c in g  s c h e d t^ T T e ^ i te ^ ^ ?
th e s e  it em s.



OBJE CT CLA SSIFICATION (in  thousands o f dol lars)

! Id e n ti fi c a ti o n  code .97 3 •’ 73 ’ 73

ALLOCATION ACCOUNTS: D ep art m en t o f  
Personne l compensation H ousi ng  an d

U rb an  Dev elop me n t

P re se n tl y  Rev is ed
a v a i l a b le  e s t im a te

P ro pose d
su p p le m e n ta l

11.3 Positions other than perm anent.................

Tota l perso nnel  comp ensatio n....... .........

16

16

16

16

Personnel  benefits:
1 — 1 Civ ilian ................................................................

21.0 Travel and transportation o f  pers ons.............

25.0 Other ser vices............. .........................................

33.0  Investments and loans.........................................

41 .0 Grants , subsidies,  and co ntrib ut ion s..............

T o ta l c o s ts  fu nded

Ch ange in  s e le c te d  r e s o u r c e s

2

1

1

1 ,3 5 0

1 ,2 3 0

2 ,6 0 0

-3 0

2

1

1

1 ,3 5 0

2 ,2 3 0

3 ,6 0 0

+U70

1 ,0 0 0

i,poo

+50 0

Tota l oblig ation ^. ..sHQC.S.tiQh--S-CCQIW ŝ  • 
D ep ar tm en t o f  H ousi ng  an d Ur ba n 
Dev elop men t

T o ta l o b l ig a ti o n s ........................
U ,0 70
u u'kr

1 ,
T ?

500

PERSONNEL SUMMARY

Identifica tion code ..7 1
actual

..72
estimate

i.73

ALLOCATION ACCOUNTS: D epart m en t o f  
H ousi ng an d Urb an  D ev el op m en t

R evis ed .
e s t im a te

F u l l - t i m e  e q u iv a le n t  o f  o th e r  p o s it io n ! ! 1 1 1

A ver ag e nu mber o f  a l l  em p lo y ees . . . . . . . 1 1 1
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PREPARED STATEMENT
S en at o r BIBLE. Yo ur  s ta te m en t will be in co rp or at ed  in fu ll,  in th e 

re co rd  sin ce  it  is a ra th e r lo ng  s ta te m en t.
(Th e st a te m en t follows :)

STATEMENT OF DONALD W. WHITEHEAD, FEDERAL COCHAIRMAN, APPALACHIAN 
REGIONAL COMMISSION

I had  n o t a n t i c i p a t e d  h a v in g  an  o p p o r tu n i ty  to  

a p p e a r  b e f o r e  t h i s  C om m it te e on  1973  A p p r o p r ia t io n s  so  so on  

a f t e r  th e  Ho use an d S e n a te  had  a c te d  on o u r 19 73  r e q u e s t .  I <

am p l e a s e d ,  how ever,  t h a t  th e  A p p a la c h ia n  C om m issi on  has been  

ask ed  by  th e  A d m in is t r a t io n  to  a s s i s t  in  th e  r e c o v e r y  o f  ~

co m m u n it ie s  damaged  by  t r o p i c a l  s to rm  "A g n es" .

Th e r e q u e s t  f o r  s u p p le m e n ta l a p p r o p r ia t io n s  i s  in  th e  

am ou nt  o f  $16 m i l l i o n .  T h is  in c lu d e s  $11  m i l l i o n  f o r  su b ­

s u r f a c e  r e s t a b i l i z a t i o n  o f  a n t h r a c i t e  m in e a r e a s  a f f e c t e d  

by  m in e su b s id e n c e  d a n g e r s ,  $ 1 .5  m i l l i o n  f o r  t r a n s f e r  to  th e  

H ousi ng  Fu nd  p r im a r i l y  f o r  s i t e  d ev e lo p m en t g r a n t s ,  an d $3 .5  

m i l l i o n  f o r  th e  r e s e a r c h ,  d e m o n s t r a t io n ,  an d l o c a l  dev e lo p m en t 

d i s t r i c t  p ro g ra m s.

Th e am ou nt  r e q u e s te d  u n d e r  each  o f  th e s e  p ro g ra m s i s  th e  

maxim um am ou nt  o f  th e  1 9 7 2 -1 973  a u t h o r i z a t i o n s  re m a in in g  f o r  

th e s e  p ro g ra m s.

Th e b u lk  o f  th e  r e q u e s t ,  $11 m i l l i o n ,  w i l l 1 be  t o  a l l e v i a t e  

mine s u b s id e n c e  p ro b le m s a g g r a v a te d  by  th e  f lo o d  in  th e  a n t h r a ­

c i t e  a r e a  o f  P e n n s y lv a n ia  p r i n c i p a l l y  in  th e  v i c i n i t y  o f  *

W ilk e s -B a r re , P e n n s y lv a n ia . U nd er  o u r S e c t io n  205 Mine A re a
I  t

R e s to r a t i o n  P ro gr am  we may p r o v id e  up to  75 p e r c e n t  o f  th e  

c o s t  o f  a l l e v i a t i n g  m in e s u b s id e n c e  an d c o n t r o l l i n g  mine 

d r a in a g e .  A p p ro v a ls  w i l l  be  l im i te d  to  p r o j e c t s  w hic h  w i l l  

p r o t e c t  th o s e  la n d  a r e a s  th r e a t e n e d  by  s u b s id e n c e  an d w hi ch  

a re  b u i l t  up w it h  h o u s in g , b u s in e s s ,  an d i n d u s t r i a l  an d p u b l ic  

f a c i l i t y  im pro vem en ts  an d w her e r e l o c a t i o n s  w ould  n o t be  p r a c ­

t i c a l  o r  e c o n o m ic a ll y  f e a s i b l e .  The p r o j e c t  g r a n t s  w ou ld  be
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made through the U.S. Bureau of Mines. If I may anticipate 

one of your questions, we do have a current unobligated

balance in the mine area restoration program of over $8 

million. The Commission, however, has approved and pending 

projects which are in excess of these balances and the amounts 

that will be available under the regular 1973 appropriation. 

This includes the Scranton-Hill Section Subsidence Project 

which this Committee has given a high priority. We also plan 

to initiate some special research into_the problems of sub­

sidence to see if any answers can be found for ways to mini­

mize future subsidence damage to structures. We are esti­

mating $1.5 million for this latter purpose.

We are also requesting $1.5 million fo provj.de additional 

planning support and technical assistance to the States, 

development districts, and other local areas. *The -President's 

disaster relief program for the areas damaged by Tropical 

Storm Agnes includes a unified approach for providing general 

planning assistance by the Appalachian Regional Commission, 

the Economic Development Administration, and the Department 

of Housing and Urban Development. This is a special effort 

to assure that the longtrange planning needs of the disaster 

area are served on a timely and coordinated basis so that 

longer range development and redevelopment objectives for 

the damaged areas can provide a framework for immediate 

recovery activities. An opportunity will thereby be pro­

vided to undertake reconstruction along lines most advantageous 

to the future growth of the areas, while at the same time 

limiting the potential impact of future disasters. Funds will 

be used to allow affected States and areawide planning and 

development agencies and the cities and counties within them 

to accelerate their development plans and use recovery 

activities to further long-range development objectives.



104

The request for $1.5 million of supplemental funds to 
provide technical assistance for long-range planning under 
Section 302 of-.the Appalachian Regional Development Act of 
1965 will complement $1.5 million requested for similar assist­
ance by the Economic Development Administration and $2 million 
to be reprogrammed by the Department of Housing and Urban 
Development. Available funds will be initially allocated 
among the States on the basis of need, reflecting available *
information and preliminary assessments. These allocations 
would be subject to some revision and modification as addi- f
tional information regarding needs and projected use of the 
funds becomes available. Initial funds will be provided 
immediately to the affected States for the determination of 
planning needs, the development of a long-range recovery 
planning program, and some limited, immediate recovery plan­
ning activities for which funding is not otherwise available 
through the Office of Emergency Preparedness. These uses of 
the funds will be limited to 10 percent of the total. The 
remaining funds will be used primarily for long-range recovery 
and development planning on an areawide basis. There are actu­
ally 84 Appalachian counties designated under the flood 
emergency in 23 of our planning districts.

The fl-oods resulting from Agnes caused extensive damage 
to housing throughout the northern sections of Appalachia.
Most homeowner families that suffered flood damage will be 
able to obtain relief through the Small Business Administra­
tion disaster loan program. Also, emergency temporary housing 
will be made available by HUD.

In many instances, however, substantial new replacement 
housing will have to be constructed, presumably on new, flood- 
free locations.
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Under the proposed supplemental we would be able to pro­

vide two types of assistance. First we propose $500,000 for 

new town studies that would be used to assist appropriate 

State and district organizations to carry out derailed econo­

mic and engineering studies and prepare necessary plans toi
initiate actual construction. The studies and plans would be 

conducted in cooperation with both private and public interests

Secondly, we propose $1.5 million for transfer to the 

Housing Fund. Under this program the Commission may approve 

grants for site development costs, including the extension of 

sewer and water services when the grant is needed to make a 

project feasible. The grants are made to either public agen­

cies or nonprofit organizations sponsoring Federally - insured 

housing projects. Grants under normal circumstances range 

between $1,000 - $1,500 per housing unit. In all cases, site 

development costs are limited by law to 10 percent of the total 

housing cost. It is likely that if- recovery plans are 

initially drawn up with the site grants in mind, the entire 

process of re-housing could be accelerated. In short, the 

grant makes it possible to move forward with site preparation 

without awaiting conventional grant support. In addition, 

the Federal Housing Administration should be able to shorten 

its processing time of housing applications by issuing, as 

permitted in the ARC-HUD guidelines, commitments contingent 

on ARC grant support.

While the budget justification indicates the primary 

need will be for assistance in the form of site development 

grants, there may be some need for assistance in the form of 

advance planning loans. We believe, however, that most of



these loans could be made with funds provided by the regular 
appropriation.

In closing, let me state that we have examined the 
possibilities of requesting reprogrammings or of utilizing 
unobligated balances to fund the special programs. It was 
my belief that it would not be possible to do this in the 
Section 205 Mine Area Restoration Program since demand 
clearly exceeds the funds available in the regular program. 
We are also going to be fully committed in our regular pro­
gram for planning assistance to local development districts.
x We do not have, at this time, in our housing program or 
in the other portions of our research and demonstration pro­
grams projects or applications that would exhaust our funds.
I do not believe, however, that it would be completely fair 
to the expectations of the remainder of the Appalachian Region 
if we were to propose reprogramming of those funds solely for 
the use of the areas affected by the flood.

In the interests of time I won't attempt to restate here 
the details of our budget justification, but will close now 
for your questions.
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M IN E RESTORA TION AND SUBSIDENCE CONTROL

Senator Bible. You are  asking for $16 million for the  Appalachian 
regional development programs. These funds are requested to pro ­
vide special assistance to many Appalachian areas which have been 
damaged by tropical storm Agnes.

We have had Agnes described rather drama tical ly and graphically. 
Please highl ight  your statement.

Mr. W hitehead. Yes, sir, thank you very much. Our tota l request 
is for $16 million in supplemental funds. That breaks down as fol­
lows : we ask for $11 million for mine area restora tion and mine area 
subsidence control. This  is under section 205 of our act.

Senator Bible. May I interrupt  here to ask a question?
• On the subsidence damage, was tha t accelerated by Agnes?

Mr. Whitehead. I t was aggravated considerably by it. Some pre­
vious work done in  connection with sealing mines has been destroyed.

Senator Bible. What I am trying to do is s teer it back to Agnes 
because this is prim arily the thru st of our hearing.

Mr. Young?
Senator Young. Aren’t these items covered by the Office of Emer­

gency Preparedness program for small businesses?
Mr. Whitehead. No.
Since the creation of the Appalachian Regional Commission in 

1965, we have been the  major source of funding for this  kind o f work. 
The Department of the Inte rior  does have the authority but, fo r 
instance, they are budgeting this year $200,000 fo r putt ing out mine 
fires. There is no othe r agency, w ith either authorization or funding, 
to do this kind of work other than the Appalachian Regional 
Commission.

Senator Young. There is no overlapping?
Mr. Whitehead. No; there is not. This is a process primarily  of 

filling up the voids tha t have been left  bv abandoned coal mining 
operations in northeastern Pennsylvania. Tha t is w’here the greates t 
portion of these requested $11 million supplemental funds would 
be used.

HO US IN G SITE DEVELOPMENT GRANTS

Senator Bible. Wh at is your second item?
Mr. Whitehead. The second item is a request for $1.5 million under 

section 207, for housing site development grants.  
t  I thought the Corps of Engineers  made an excellent case for the

kind of work tha t it has done in the past and tha t it can do in the 
future. There are other alternatives to construc ting water-impound­
ment works, that  could contribute affirmatively to eliminating this kind

* of tragedv. One of them is to give people an option of living up, higher 
than  the flood pla in.

Under section 207 of our act. we are authorized to  provide money for 
housing loans. We are also authorized to make site development grants 
that  is, to bring the cost of a federally  supported  housing project within  
the means of low and moderate income people by contributing to the 
cost of developing the  site.

Once you get people up over the flood plains, you are oftentimes ask­
ing them to build on hillsides where the cost of site development is 
greate r than building on the flood plain.
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Under this  program and this  program request, we could—were the 
committee to provide this request—'provide new start s for between 
1,000 and 1,500 new housing units.

Senator  Bible. How much do you have in your regular appro­
priation ?

Mr. Whitehead. $2 million.
Senator Bible. $2 million was in your regular appropriation?
Mr. Whitehead. Yes, sir ; in 1972 we requested $500,000 in repro­

gramed funds for th is new authority  in site development grants . Our 
1973 regular budget request was $2 million.

mine subsidence

Senator  Bible. Is there any owner partic ipation in this because mine 
subsidence is not necessarily related to Agnes ?

Mr. Whitehead. This request is directly attributab le to  Agnes. The 
problem is t ha t there are abandoned mines. The coal companies that 
did the excavations are out of business and have been so fo r a genera­
tion or two.

Senator Bible. Tha t is true  in the West too, we have a lot  of ghost 
towns out there. So it is really not a Pennsylvania  problem alone.

I was wondering how effectively this program has worked for the 
Appalachian Regional Commission. How long have you been a t it? 

CHA RT ON PROGRAM EXPEN DIT URES

Mr. Whitehead. Since 1965. We have put  better than  $23 million 
into this program in this section of the region. I have a chart.

Senator Bible. I t can be included in the record.
(The document follows:)

*

f



COUNTY

«

2. Lackawanna Co.

I

4. Columbia Co.
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MINE AREA RESTORATION’ PROJECTS 

IN PENNSYLVANIA ANTHRACITE AREA AS

OF JUNE 30, 1972

CITY PROJECT

(000)
FEDERAL SHARE OF 

PROJECT COST

1. Luzerne County

3. Schuylkill Co.

Wilkes-Barre Laurel Run Mine Fire 2,586

Wilkes-Barre Spring Street Subsidence 500

Wilkes-Barre Heights West Subsidence 775

Wilkes-Barre Sub-Total 3,861

Hazelton Hazelton Mine Fire 1,333

Swoyersville Swoyersville Mine Fire 940

Warrior Run Boro Warrior Run Mine Fire 825

TOTAL-Luzerne County 6,959

Scranton Cedar Avenue Mine Fire 3,121

Scranton Pine Brook Subsidence 644

Scranton Morse School Subsidence 710

Scranton Central City West 980

Scranton Central City East 1,110

Scranton South Side Subsidence 3,595

Scranton Sub-Total 10,160

Carbondale Carbondale Mine Fire 1,919
Carbondale Carbondale West 1,305
Throop Throop Mine Fire 570

TOTAL-Lackawanna County 13,954

Kehley Run Mine Fire 133
Coaldale Subsidence 116
Delano-Surface 78

TOTAL-Schuylkill County 327

Conyngham Centralia Mine Fire 1,655

GRAND TOTAL 22,895

2/
T/
T/

2/
7/
7/

T/
T/
T/
7/

2/
7/
T/

4/
T/
T/

1/ Projects Completed.
7/ Projects Underway.

/  7 /  Projects Approved but not yet Underway.
T/ Projects Taken Over by State for Completion.

2/
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APPALA CH IAN  M IN E SUBSIDE NCE  PROGRAM

Mr. Whitehead. It  shows, Mr. Chairman, tha t we have put almost 
$23 billion in mine subsidence in the anthracite coal regions of north­
eastern Pennsylvania since the Commission began in 1965. Of that 
amount, some $3.8 million has gone into the Wilkes-Barre area. $10.1 
million has gone into the area in and around Scranton, Pa.

As to how effective the program has been, it is impossible to give 
complete assurance that  subsidence will not occur in the future, even 
afte r the areas have been filled below them. Unless you can provide 
complete assurance that those voids are completely filled, from the floor 
to the ceiling of the excavated mine tunnels and filled over an area 
pyramid-shaped,  or, cone-shaped, below the land to be developed.

The typical means of doing th is wrork is to drill boreholes at appro- *
priate  intervals on the surface through which noncombustible mine 
wastes can be pumped down to the excavated mine tunnel. This is usu­
ally accomplished with fly ash or  crushed coal refuse or something else 
in order to increase its capability to bear surface loads. r

It  is a blind practice; that  is, you are working from the surface 
without  being able to examine how completely you are filling up the 
void beneath you. The only way th at you can assure complete filling is 
to put these boreholes very close together. However, the more you drill 
boreholes, the more you increase the cost of filling up the voids. Per­
haps the best answer to your question, Mr. Chairman, is to say that 
based upon observation and experience, we have been able to have a 
successful program in th at people have demonstrated a willingness to 
remain living or working above areas where we have stabilized the 
surface with this  kind of method.

Senator H atfield. What is the present requirement for an operating 
coal company as to its participation or its responsibility for the sub­
sidence in the future? I believe you said these are abandoned com­
panies ; what about existing companies ?

Mr. W hitehead. I n the first place, mining is no longer permitted at 
all under any circumstances in the area that  w*e have in mind for this 
pro gram; that is, under the cities of Wilkes-Barre and Scranton it is 
no longer permitted.

Senator Hatfield. What  about in other places ?
Mr. W hitehead. The companies have to provide bonds that g uaran­

tee their  capacity to live up to the requirements of the Pennsylvania 
Department of Environmental Resources and to rehabil itate the area 
when they are through. 

MSenator Hatfield. Wha t is rehabili tation ?
Mr. W hitehead. That depends upon the requirement  of each State 

mines agency. In Pennsylvania, I am sure in cases of  actual excava- 
tion underground, bonding is required for subsidence control.

OBLIGATION OF M IN IN G  COMPANIES TO M IN E AREAS

Senator Hatfield. I am reminded tha t the present regulations  of 
the Bureau of Mines require a company before it leaves an area, to 
leave a system of supporting pillars—of a number and size to be 
determined by the enforcement officials—to supp ort the  mine.
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Does that mean th at at some future time the Federal Government 
and the taxpayers are going to have to come along and undertake a 
program of subsidence contro l for those areas which are now being 
held up by pillars?

Mr. Whitehead. My understanding is yes, quite possibly.
Senator H atfield. You mean the coal companies ge t the profits out 

of the  ground and then th e taxpayers have to rehabilita te the grounds 
from which they have derived the profits ?

Mr. Whitehead. From  our point of view? we are talking  about the 
anthracite  region which has very li ttle mining going on today. Your 
statement is basically correct and it applies not only to underground 
mining  but also to strip mining.

Senator Hatfield. To me, t hat  has about the same status as the 
textile mills in 1909 which were employing child labor and explo iting 
people and the whole economic system. Then,  they were ut terly aghast 
when the Federal Government came in with regulations governing 

rj labor. This is a nonprogressive and unenlightened view and one which
invites Federal control. I cannot understand how to tally archaic that  
type of thinking must be, and to think they can wreck the land for 
other  purposes. We will be called upon to appropriate money to re­
habilitate tha t land.

Mr. Lerch. It  might be helpfu l to note that  in surface mining, 
regulations have become more stringent in the last  few years, where 
the coal operators must put  the land back to contour upon completion 
of the ir jobs in Pennsylvania. Some of the other  State s do not have 
this.

RESEARCH AND DEM ONS TRA TION PROGRAM

Senator Bible. You have a thir d item for $3.5 million. Briefly 
describe that.

Mr. Whitehead. The $3.5 million breaks down into three different 
portions  for three different uses.

LONG-RANGE  PL AN NI NG

$1.5 million of the  amount would be for long-range planning. Tha t 
money would be combined with a contribution of equal amou nt; th at 
is, $1.5 million from the Economic Development A dminist ration and 
reprograming of $2 million from the Department of Housing and 
Urban Development into a total fund of $5 million, all of which to 

* be devoted to long-range planning, long-range recovery and develop­
ment planning for affected areas.

SPECIAL RESEAR CH INT O SUB SIDENC E PROBLEM

Another $1.5 of the tota l $3.5 million would be devoted to special 
research in the matt er of subsidence risk adjustment prevention and 
minimization. Very litt le work has gone on in this country, Mr. Chair ­
man, in terms of equating the type of land use with the hazard to 
either subsidence or flooding in terms of the type of design and con­
struction  technique and type  of materials you employ in the building. 
We would like to examine the full range of adjustments that should 
be made by type of building, by degree of risk, and the costs involved. 
So, $1.5 of this total $3.5 million would be devoted to this purpose. 

81-511  0 —72------8
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NE W STUDIES

The remaining amount would be devoted to new studies. In  the past, 
the Commission has supported some new town investigations of a very 
general planning nature, limited primar ily, to the identification of 
appropriate  alte rnative sites for new towns. But, now tha t this  terrible 
tragedy has occurred, we think  that  within the options prescribed, there 
ought to be made available to the residents of the most adversely ef­
fected areas the option of whether or not thei r future development 
might  best occur in alternative sites up off the flood plain.

So, we would ask t ha t $0.5 million of these research and demonstra­
tion moneys be devoted to new community studies of the detailed type 
tha t we have not been able to do before. That is, de tailed planning 
going righ t up to the point of actual construction. «

M IN E SUBSIDENCE

Senator Bible. You have requested several items in your amount of r
$16 million. Are each of these amounts within the authorizations?

Mr. W hitehead. Yes.
Senator Bible. They are. W hat  were the fiscal year 1972 and fiscal 

year 1973 budget estimates for mine area restoration?
Mr. Whitehead. $2 million, both for 1972 and 1973.
Senator Bible. On matching  funds, I observe that  the Commission 

may provide up to 75 percent of the  cost of alleviating mine subsidence 
and controlling mine drainage. How much in matching funds will the 
Commonwealth of Pennsylvania provide to complement the $11 million 
supplemental estimate?

Mr. Whitehead. Pennsylvania would be required to provide 25 per­
cent of the cost. Tht would amount to about $3.7 million.

Senator Bible. Will the funds be transferred to the Bureau of Mines 
in order that they may accomplish this work ?

Mr. Whitehead. Yes, unde r section 205 of our act.
Mr. Lewis. These funds will remain in the State . The Federa l grant 

comprises 75 percent of the total.
Senator Bible. So, you take 75 percent and tran sfer it to the Com­

monwealth of Pennsylvania and they are the implementing agency?
Mr. W hitehead. What  happens is that  the Bureau of Mines admin­

isters the gra nt but the  actual work is done under contract by contrac­
tors who are contracting with the Commonwealth of Pennsylvania.
Aft er their  work is completed, the Commonwealth of  Pennsylvania is 
reimbursed by the Bureau of Mines fo r 75 percent of the total cost. *

wilkes-barre/ scranton area expenditures
f

Senator Bible. How much has previously been expended under 
Section 205 within the Wilkes-Barre/Sc ranton area for mine subsi­
dence work?

Mr. W hitehead. The chart to which I referred  previously indicates 
that  out of $22,895 million, the Commission has expended roughly $7 
million in the county in which Wilkes-Barre is located and $3.8 mil­
lion in the city of Wilkes-Barre itself. Almost $14 million has been 
expended in Lackawanna County where Scranton is located.

Senator B ible. What is your estimate of the cost of mine restoration 
in the Wilkes-Barre/Scranton area ?



113

Mr. Whitehead. The estimate would be wha t has been provided 
us by the Department of Environmental Resources of the Common­
wealth of Pennsylvania which totals $41 million. Of that , $30 million 
would be required for subsidence control through subsurface restabili­
zation; $5 million would be required for reducing the level of unde r­
ground mine pools by pumping; $5 million would be required for 
stream-channel sealing to control the flow of rivers and streams into 
the underground mines, and $1 million would be required for repairing 
underground mine seals that have burst  dur ing the flood.

Senator Bible. Assuming the appropriation  of these additional 
amounts of money together with your previous money which you 
have, will be it be safe to rebuild the Wilkes-Barre/Sc ranton area 
without fur ther  subsidence?

Mr. W hitehead. As I indicated previously, complete assurance can 
only be given under those circumstances where we can be sure tha t all 
voids under the area to be redeveloped have been completely filled.

Senator Bible. Are you, or are you not, going to do th at ?
Mr. Whitehead. Presen t techniques do not permit us to guaran­

tee tha t kind of complete fill. It  is for this reason tha t we are en­
couraging the Bureau of Mines in the States involved to develop new 
techniques that might give th at kind of assurance. It  is because there 
is always some degree of risk of future  subsidence, Mr. Chairman, 
that  I think that  one of  the alternatives that ought to be offered to the 
residents of this  area is an opportuni ty or an option to consider living, 
not only out of the flood plain subject to future flooding, but also away 
from the danger of futu re subsidence.

Senator Bible. I don’t know how you can completely protec t against 
subsidence. I should thin k that the cost of  filling all of the ground 
under  the Wilkes-Barre/Scranton area would be phenomenal.

Mr. Whitehead. It  would be. The only areas we are going to attempt 
it in are those areas where there are presently homes and buildings on 
the surface of sufficient value to warran t it.

AVAILABILITY OF ADDITIONAL FEDERAL FUNDS

Senator Bible. I suppose the owner takes tha t chance. W hat other 
Federal funds are available for this emergency subsidence situa tion;  
who else gets into the act?

Mr. Whitehead. Presen tly, the only one who has any authority is 
the Department of the Interior. They have budgeted, I understand, 
about $200,000 for  mine fires. The Appalachian Regional Commission 
itself has been—since its creation—the major source of funding.

Senator Bible. It is solely responsible with the exception of the 
Bureau of Mines?

Mr. Whitehead. That is correct.
Senator Bible. What has been the effect o f the flood on acid mine 

drainage?
Mr. W hitehead. Init ially, of course, the  g reat rush of water acted 

to dilute most of the acid mine drainage. The real point, however, is 
tha t the flooding has filled up mines in the area tha t were dry and con­
sidered safe for years. The action of these waters in those mines is 
going to increase the risk of subsidence as the waters lubricate the p il­
lars and the roof and suppor ting walls.
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In addition,  that  water that  is now in the mines will become acidic 
over a period of time. The longer it remains in the mines, the  more 
acidic it is going to become. It  is for tha t reason that the Common­
wealth of Pennsylvania has advised us that  roughly $5 million will be 
required to pump out the mines and about $1 million will be required 
to replace damaged mine seals.

HOUSING SIT E DEVELO PMENT

Senator Bible. How will the $1,500,000 in supplemental appropr ia­
tions be used on the housing site grants?

Mr. Whitehead. Virtually all of  it will be used for site development 
grants to make economically feasible projects for low- and middle-in­
come housing. n

Senator Bible. Aren’t funds available from the Small Business Ad­
ministration and the Department of Housing and Urban Development 
to assist those who have suffered flood damage to their homes?

Mr. Whitehead. Yes. ?
Senator Bible. Do you know the amounts available under those 

sources?
Mr. W hitehead. Yes, I believe SBA  would receive $1.3 billion for 

new loan au thor ity in connection with Agness and the Department of 
Housing and Urban Development, I believe, has $200 million for its 
work in connection with Agnes.

1 would emphasize, Mr. Chairm an, tha t both of those agencies have 
a role, a mission a little b it diffe rent than contemplated by us. Both of 
them are primarily concerned with restoring damaged or destroyed 
housing on the site where it was damaged or destroyed. As I  have ind i­
cated previously, one use we would like to make of our money is to do 
tha t kind of work that is necessary to permit people an option or 
alterna tive to simply going back and reconstitu ting themselves where 
they were before.

BUFFALO  CREEK , W. VA. , DISASTER GRANTS

Senator  Bible. How many g rants have you set aside under section 
207. following the disaster in Buffalo Creek, W. Va. ?

Mr. Whitehead. We have not yet made a formal request in con­
nection with the Buffalo Creek disaster. However, we have had an 
indication that we will get a request for tha t kind of assistance and 
it will be roughly in the neighborhood of $300,000. t

RESEARCH AND DEM ONSTRA'I'ION PROGRAM

Senator  B ible. What were the budget estimates for fiscal years 1972 <
and 1973 for  the  research and local development distric t program?

Mr. W hitehead. I t was $7 million in fiscal 1972. It was $7.5 million 
in fiscal 1973.

Senator  Bible. How will the additional $3,500,000 which you request 
be used?

Mr. Whitehead. I t will be broken into three parts. The first part 
of the $1.5 million can be joined with HUD and EDA in long-range 
development; $1.5 million of it would be devoted to mine subsidence 
research and $0.5 million would be used for new town planning.
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Senator Bible. In  the  area of additional area plan ning  support, on 
page 6 of the justification, you state this supplemental request will 
provide assistance to approximately 91 Appalachian counties affected 
by the flood—on the average—about $15,000 per county. I t appears 
tha t when you spread this amount so thinly that such a relatively  small 
amount per county might no t accomplish much. Would you please dis­
cuss this ?

Mr. Whitehead. Tha t is really not the case. The figure was to 
indicate the scope or sweep of the work to be done ra the r than to in­
dicate tha t tha t is the way the money is going to be allocated. The 
initia l allocation will be made to the States on the basis of early in­
dications of need. The responsibility  of making allocations to sub- 
State  regional planning units  would be pr imar ily the responsibility 

* of the  States involved. O ur funds  will not  be the only funds available
for the work. I t will bring with the $2 million in contributed money 
from HU D’s reprograming and the $1.5 from EDA. I t will br ing the 
total amount to $5 million to make realistic planning  possible.

ALTERNATIVE SITE PLAN NING

Senator Bible. W hat has been the previous availability of funds for 
the special new towm planning support program?

Mr. Whitehead. We have, in the past, funded this  kind of effort 
out of section 302 of our act. We have provided money to a t least three 
State s: Pennsylvania, Ohio, and Kentucky, for this  kind of study 
in the past. They have done the  very general kind of planning tha t I  
described before as essentially being alternative landsites.

We would like to provide the money necessary to do the detai l work 
necessarily required to go rig ht up to construction. Funds for tha t 
par ticu lar purpose have never been made available before.

Senator Bible. In  your justification  it states tha t the $500,000 will 
permit the Commission to assist in the financing of four to five projects 
recommended to the Commission by the affected States. What projects 
have been recommended?

Mr. Whitehead. We don’t have a formal  application before us 
yet, but I would expect to receive some as soon as it  is known that  
funding moneys would be available. I would expect one of the first 
requests to come from Wilkes-Barre because we have given them some 
planning money previously to do the kind of general site identifica­
tion th at I mentioned before. I  might  submit for the record, Mr. Chair- 

i  man, a copy of the planning  tha t would be done in Wilkes-Barre.
Fortu nate ly, this  was all done by the community involved before 
Agnes occurred.

y  Senator Bible. I t shows the  date of March 1972.
Mr. W hitehead. They have formally adopted the concept inheren t 

in this  study before Agnes occurred. They are a long way down the 
road toward being able to come to grips  with this  proposition of 
mutual future  development of the Wilkes-Barre area. There is some 
consideration given to alternative sites for future development.

Senator Bible. This  document will be incorporated by reference 
in the record. It  was prepared for the Office of State Plann ing and 
Development of the Commonwealth of Pennsylvania  by working in 
conjunction with the Appalachian  Regional Commission.
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SUBSIDE NCE RI SK  AN D PROT ECTION RESEARCH

What has previously been done in the area of special research on 
subsidence risk and protection ?

Mr. Whitehead. Very little.
Senator Bible. What funds have been expended?
Mr. Whitehead. None by the Appalachian Regional Commission.
Senator Bible. It  appears that  the $3,500,000 requested for the re­

search and local development dis tric t program might possibly not be 
termed to fall within the emergency classification. Would you like 
to comment as to why this is an emergency act ?

Mr. Whitehead. All of these requests are entirely and directly 
related to Agnes and are a ttempts to help the area rehabilitate  itself.
It  is t rue tha t some of the money that we are requesting would be *
used for long-range recovery efforts rather th an the emergency short- 
range response of others. F or instance, the  Office of Emergency Pre ­
paredness would be properly concerned with the short-term recovery.
We are concerned with the long-range recovery of the area. To some, 
this may sound like i t is not attributa ble to Agnes but I assure you 
it is.

When this happened, we were confronted  with a difficult decision 
to make. How to respond to the tremendous need in the area as a result 
of this flood. Our 1973 budget reques t had already gone forward both 
in the House and the Senate. Therefore, we were left with but two 
choices: whether to ask for some reprograming of the 1973 budget 
on the one hand, or, whether to make a supplemental budget request 
on the other hand.

We chose to come here in the  posture  of asking for supplemental 
funds, for we did not feel it entire ly fai r to reprogram funds which 
were available for all the  States  in  the region for the States  effected 
by Agnes.

Senator Bible. Very well, I have no fur ther  questions. Senator 
Hatfield?

Senator  Hatfield. I have no questions.
Senator  Bible. Senator Young?

HO USING SITE  DEVELO PMENT

Senator Young. I know this A ppalachian program is a very liberal 
one. It  does more for this area than any other program does for any 
other area o f the United States: for example, if a house was damaged t
to the extent  that it required a Small Business Adminis tration loan of 
$7,500—$5,000 of which could be forgiven—what more could you do 
for the homeowner?

Mr. Whitehead. Nothing, for tha t part icula r private  homeowner.
Our funds would be for the sponsors of low’- and moderate-housing 
proiects, whether it lie a church, a group, or a union.

We could make a grant to such an organization for up to 10 percent 
of the total cost of the project necessary for the prepa ration  of the 
site where t ha t housing project would be located. Since so much of 
Appalachia is mountainous terra in—virtually up and down—flat land 
is at a premium and virtually  nonexistent in many areas of the region.
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have to cut into the hills ide to do it. Th at is expensive. That is an addi­
tional expense tha t is not required of most housing projects.

Under our program, we can make a grant. We can contribute to some 
of tha t excessive cost of site development in order to bring  the  total  
cost of the project with in ranges tha t are considered economically 
feasible by the Departmen t of Housing and Urban Development so 
tha t the project can qual ify for HUD guaran teed financing.

Senator Young. Would tha t include sewage and water assistance?
Mr. Whitehead. Yes, si r; that  would be available to help br ing in 

the sewer and water.
Senator Young. Wh at percentage of tha t would the Government 

pay?
Mr. Whitehead. We can make a gran t of up to 10 percent of the 

total cost of the project.
Senator- Young. I have no further questions.

CO M M U N IC A TIO N S IN  SU PP OR T OF  R E LIE F PRO GRAMS

Senator Bible. I have received several communications, which will 
be inserted in the record at  this point.

(The communications follow:)
[T el eg ra m ]

Wilke s-Barre, Pa., Aug ust 1, 1972.
Senator  Alan Bible,
Capitol  Hill, D.C.

The city council of the  c ity of W ilkes-Barre, Penn sylv ania  on behalf of the city 
of Wilkes-B arre, Pennsylvan ia and all of the flood area s ta tes u rges you to sup port  
the  flood disaste r bill for rel ief concerning the $5,000.00 forgiveness gra nt and 
one percent inte res t rate.

Bernard J. Gallagher, City Manager.

Pennsylvania Chamber of Commerce,
Harr isburg, Pa., July  24. 1972.

Hon. Allen J. Ellender,
U.S. Senate, Old Senate Office Building,
Washington , D.C.

Dear Senator Ellender : As you know Pennsylvania was one of the sta tes  
ha rdest hit by Tropical Storm Agnes. The amount of personal and business prop­
ert y loss in our state  is s taggering .

The rebuild ing process has begun; however, sub stantial amounts of Federal  
ass istance  will be requi red to complement our sta te’s inte rna l resources.

The  Pennsylvan ia Cham ber believes th at  the  object ive of Federal programs 
should  be the restora tion  of a substan tial  percentage  of the equity  position of 
homeowners and businessmen. Meaningful gran ts to those affected, supplemented 
by loans, can achieve  this objective. The magn itude  of such a gra nt program, 
supplemented  by loans, is just ified  by the scope of the  losses suffered by the 
inh abitants  of these a reas .

The Pennsylvan ia Cham ber asks  your cons idera tion of this position with re­
gard to Federal flood rel ief leg islation.

We deeply app reci ate your assistance.
Sincerely,

Robert Hibbard, Exe cut ive  Director.
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Senate of Pennsylvania,
Ju ly 27, 1972.

Hon. Allen J. Ellendeb,
U.S. Senate, Senate Office Building,
Washington, D.C.

My dear Senator : Shortly, yon will be processing legisla tion to provide d isas ter 
relief f or the many thousands of v ictims  of Hurr icane Agnes.

Such relie f is much needed by areas such as the Susquehanna Valley of Penn­
sylvania, where whole m unic ipal ities  lie fla t on their  backs.

In my dist rict , the City of ■Chester suffered extens ive flood damage September 
13, 1971. Around 300 families had their homes made unlivable.

Th is has been the case also in South Dakota, West Virg inia and elsewhere.
It  is respectfully requested th at  Federal  flood relief  be made retroact ive to 

include the Chester flood of  September  13,1971.
With kind personal regards .

Very sincerely yours,
Clarence D. Bell, Senator.

CON CLU SI ON OF  H EA RIN G

Se na tor Bible. I f  there are no fu rthe r questio ns,  gen tlem en, thi s 
he ar in g is concluded. Tha nk  you,  gen tlem en,  for ap pe ar ing here thi s 
mo rning .

(W hereu pon, at  11:30 a.m., Tuesd ay,  Au gu st 8, the subcomm ittee  
was recessed  to reconvene  a t th e call of the Ch ai r.)

(
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