29406

mittee on Interstate and Foreign Commerce.

By Mr, ROSENTHAL (for himself, Ms.
ABzUG, Mr. ADDABBO, Mr. ANDERSON of
California, Mr. AsHLEY, Mr. BapILLO,
Mr. BerGraNp, Mr. Beviin, Mr.
BincHAM, Mr. BrarNig, Mr. BRADE-
mas, Mr. Brasco, Mr. BRown of Cali-
fornia, Mr. Carney of Ohio, Mrs.
CHisHoLM, Mrs. CorLrmns of Illinois,
Mr, ConyYErs, Mr, CoNTE, Mr. CoRr-
MAN, Mr. CuLver, Mr. DoMiNIcKE V.
DawnieLs, Mr. Davis of South Caro-
lina, Mr. DELLums, Mr. pE Luco, and
Mr. DENHOLM) :

H.R. 10236. A bill to provide that the spe-
cial cost-of-living increase in social security
benefits enacted by Public Law 93-66 shall
become effective immediately, and for other
purposes; to the Committee on Ways and
Means.

By Mr. ROSENTHAL (for himself, Mr.
DeENT, Mr. DRINAN, Mr. EpwaArDps of
California, Mr. EnLserc, Mr. FAsSCELL,
Mr. Froop, Mr. ForLeEy, Mr, FRASER,
Mr. Gaypos, Mrs. GrRasso, Mr. GREEN
of Pennsylvania, Mr. Gupg, Mr. GUN-
TER, Mr, GUYER, Mr. HARRINGTON, Mr.
Hawxins, Mr. HecHLER of West Vir-
ginia, Mrs. HEckLErR of Massachu-
setts, Mr. HerLstosxi, Mr. HorToN,
Mr. Howarp, Miss JorpanN, Mr. KocH,
and Mr. LEGGETT) :

H.R. 10237. A bill to provide that the spe-
clial cost-of-living increase in social security
benefits enacted by Public Law 93-66 shall
become effective immediately, and for other
purposes; to the Committee on Ways and
Means.

By Mr. ROSENTHAL (for himself, Mr.
Leaman, Mr. LeNT, Mr. McCLOSKEY,
Mr. McCormack, Mr. McFaLn, Mr.
MEeLcHER, Mr, MezvINSKY, Mr, MoAx-
LEY, Mr. MoLLOHAN, Mr, MoORHEAD of
Pennsylvania, Mr. Moss, Mr. MURPHY
of New York, Mr. Nix, Mr. O'HARa,
Mr. OweNs, Mr. PEpPER, Mr. PoDELL,
Mr. Price of Illinois, Mr. RANGEL, Mr.
REuss, Mr, RiecLE, Mr. RiNaLpo, Mr.
Ropiwo, and Mr. Roz) :

H.R, 10238. A bill to provide that the spe-
cial cost-of-living increase in social security
benefits enacted by Public Law 93-66 shall
become effective immediately, and for other
purposes; to the Committee on Ways and
Means.

By Mr. ROSENTHAL (for himself, Mr.
RoNcaLio of Wyoming, Mr. RousH,
Mr. Roy, Mr. RoysaL, Mr, SARBANES,
Ms. ScHROEDER, Mr. SEIBERLING, Mr,
SarrLEY, Mr. Smoupr, Mr. James V.
StanToN, Mr. StUupps, Mr. SYMING-
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TON, Mr. THoMPsON of New Jersey,
Mr, THONE, Mr, THORNTON, Mr. TIER-
NAN, Mr. Vigoriro, Mr. CHArRLES H.
Wmson of California, Mr. WoN Part,
Mr. WypLER, Mr. Younc of Florida,
and Ms, HOLTZMAN) :

H.R. 10239. A bill to provide that the spe-
cial cost-of-living increase in soclal security
benefits enacted by Public Law 93-66 shall
become effective immediately, and for other
purposes; to the Committee on Ways and
Means.

By Mr. VANIE (for himself and Mr.
WOLFF)

H.R. 10240. A bill to provide for assistance
in International Drug Control through the
use of trade policy; to the Committee on
Ways and Means.

By Mr. WALSH:

H.R. 10241. A bill to amend the State and
Local Piscal Assistance Act of 1972 to ex-
empt any unit of local government which re-
ceives not more than $5,000 for the entitle-
ment period from the requirement that re-
ports of use of funds be published in a
newspaper; to the Commitiee on Ways and
Means.

By Mr. BROWN of Ohio:

H.J. Res. T18. Joint resolution authoriz-
ing and requesting the President to issue a
proclamation designating October 7 to 13,
1873, as “Newspaper Week” and also desig-
nating October 13, 1973, as “Newspaper Car-
rier Day"; to the Committee on the Judiciary,

By Mr. PATMAN (for himself, Mr. Bar-
RETT, Mrs. SuLLIvAN, Mr. REUsS, Mr.
AsHLEY, Mr. MoorHEAD of Pennsyl-
vania, Mr. GONZALEZ, Mr. WIDNALL,
Mr. J. WiLLIAM STANTON, Mr. BLACK-
BURN, Mr. Brown of Michigan, and
Mr. ROUSSELOT) :

H.J. Res. T19. Joint resolution to extend
the authority of the Secretary of Housing
and Urban Development with respect to the
Insurance of loans and mortgages, to extend
authorizations under laws relating to hous-
ing and urban development, and for other
purposes; to the Committee on Banking and
Currency.

By Mr. SPENCE (for himself, Mr. CoL-
rxNs of Texas, Mr., ConNiLAN, Mr,
CrANE, Mr. DErRwINsKI, Mr. FIsSHER,
Mr. IcHOrD, Mr. RoBiNsoN of Vir-
ginia, Mr. SEseLrus, Mr. SmIitH of
New York, Mr. Symms, Mr. WAaRE,
and Mr. Youwnc of South Carolina) :

H.J. Res. 720. Joint resolution proposing an
amendment to the Constitution of the United
States relative to the balancing of the budg-
et; to the Committee on the Judiciary.
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By Mr. ZWACH:

H.J. Res. 721. Joint resolution to designate
the period February 11, 1974 through Feb-
ruary 17, 1974 as “National Peanut Butter
and Milk Week"”; to the Committee on the
Judiciary.

By Mr. SNYDER (for himself, Mr. DEr-
WINSKI, Mr. CoLLINs of Texas, Mr.
Gross, Mr. RARICE, Mr. SEusITZ, Mr.
Davis of Georgia, Mr. Lanorum, Mr,
Symms, Mr. KETcHUM, Mr. Camp, Mr.
BurkE of Florida, Mr. RousseLoT, Mr.
StEIcER of Arizona, Mr. STUBBLEFIELD,
Mr. MANN, Mr. Dow H. CLAUSEN, Mr.
CLEVELAND, Mr. Myers, Mr. GUBSER,
Mr. Grover, Mr. McCrLosgey, Mr.
DicrINsON, Mr. STEPHENS, and Mr.
GETTYS) :

H. Con. Res. 205. Concurrent resolution
providing for the date of sine die adjourn-
ment of the 93d Congress, 1st session; to the
Committee on Rules.

By Mr. WON PAT:

H. Con. Res. 206. Concurrent resolution
relative to giving serious consideration to
the political status preference of the people
of Guam and to recognize the contribution
of their elected representatives toward the
principle of government by the consent of
the governed; to the Committee on Interior
and Insular Affairs,

By Mr. MOAKLEY:

H. Res. 542. A resolution creating a select
committee to conduct a study concern-
ing possible American involvement in the
overthrow of the Chilean Government of
President Salvidor Allende in September
1973, and in the death of President Allende;
to the Committee on Rules.

PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXII, private
bills and resolutions were introduced and
severally referred as follows:

By Mr. BROWN of Ohio:

H.R.10242. A bill for the relief of Capt.
Terence A. Cochran, M.D., U.8. Army; to the
Committee on the Judiciary

By Mr. MCKINNEY :

H.R. 10243. A bill for the relief of John J.

Easton; to the Committee on the Judiciary.

PETITIONS, ETC.

Under clause 1 of rule XXTT,

278. The SPEAKER presented a petition
of Rev. H. Roy Anderson, Mount Vernon,
N.Y., relative to court proceedings; to the
Committee on the Judiciary.

SENATE—Wednesday, September

The Senate met at 10 a.m. and was
called to order by Hon. Dick CLARK, a
Senator from the State of Iowa.

PRAYER

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

Almighty God, our Creator, Redeemer,
and Judge, may Thy spirit lay hold upon
this Nation to forgive and renew its
heart. Be to us now what Thou has been
to our fathers. Open our eyes to all that
belongs to things of the spirit. Open our
minds to the truth. Open our lips to speak
Thy word. As we toil here in high en-
deavor, use us for the cleansing and the
moral renewal of the Nation.

We pray in His name who came to show
us the kingdom. Amen.

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

APPOINTMENT OF ACTING PRESI-
DENT PRO TEMPORE

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

The assistant legislative clerk read the
following letfer:

U.S. SENATE,
PRESIDENT FRO TEMPORE,
Washington, D.C., September 12, 1973.
To the Senate:
Being temporarily absent from the Senate

on official duties, T appoint Hon. Dick CLARK,
a Senator from the State of Iowa, to perform

the duties of the Chalr during my absence.
JaMmEes O. EASTLAND,
President pro tempore.

Mr. CLARK thereupon took the chair
as Acting President pro tempore.

12, 1973

MESSAGES FROM THE PRESIDENT

Messages in writing from the President
of the United States, submitting nomina-
tions, were communicated to the Senate
by Mr. Marks, one of his secretaries.

EXECUTIVE MESSAGES REFERRED

As in executive session, the Acting
President pro tempore (Mr. Crarg) laid
before the Senate messages from the
President of the United States submitting
sundry nominations, and withdrawing
the nomination of David J. Cannon, of
Wisconsin, to be U.S. atforney for the
Eastern District of Wisconsin, which
nominating messages were referred to
the appropriate committees.

(For nominations received today, see
the end of Senate proceedings.)
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Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the reading of
the Journsal of the proceedings of Tues-
day, September 11, 1973, be dispensed
with.

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

COMMITTEE MEETINGS DURING
SENATE SESSION

Mr, MANSFIELD. Mr. President, I ask
unanimous consent that all committees
may be authorized to meet during the
session of the Senate today.

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

ORDER OF BUSINESS

The ACTING PRESIDENT pro ftem-
pore. Does the Senator from Pennsylva-
nia desire to be heard?

Mr, SCOTT of Pennsylvania, My, Pres-
ident, things are going along pretty
peacefully here. I think I will not have
anything to add to that at the moment.

EXECUTIVE SESSION—OFFICE OF
ECONOMIC OPPORTUNITY

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the Sen-
ate will now go into executive session to
consider the nomination of Alvin J. Ar-
nett, of Maryland, to be Director of the
Office of Economic Opportunity, with the
vote thereon to occur at 12 noon today.

The time will be equally divided be-
tween majority and minority leaders.

The clerk will state the nomination.

The second assistant legislative clerk
read the nomination of Alvin J. Arnett,
of Maryland, to be Director of the Office
of Economic Opportunity.

Mr. MANSFIELD. Mr. President, I
suggest the absence of a quorum, with
the time to be taken equally out of both
sides and, may I say, I turn my time over
to the distinguished Senator from New
Jersey (Mr. WiLLiams) .

The ACTING PRESIDENT pro tem-
pore. Without objection, the clerk will
call the roll.

The second assistant legislative clerk
proceeded to call the roll.

Mr., WILLIAMS. Mr. President, I ask
unanimous consent that the order for
the quorum ecall be rescinded.

The ACTING PRESIDENT pro fem-
pore. Without objection, it is so ordered.

How much time does the Senator
yield?

Mr. WILLIAMS. Mr. President, a par-
liamentary inquiry.

The ACTING PRESIDENT pro tem-
pore. The Senator will state it.

Mr., WILLIAMS, What is the time sif-
uation?

The ACTING PRESIDENT pro tem-
pore. The time between now and 12
o’clock, when the vote is scheduled, is
equally divided between the majority
and minerity leaders, and the majority
leader has yielded his time to the Sen-
ator from New Jersey.

Mr. WILLIAMS. I yield myself 5
minutes.

Mr, President, on August 2, 1973, the
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committee voted 11 to 1 to favorably
report out the nomination of Alvin J.
Arnett for the position of Director of
the Office of Economic Opportunity.

The committee’s action was based on
Mr. Arnett’s forthright commitment to
the goals and ideals of the Economic
Opportunity Act.

During the committee’s hearings, Mr.
Arnett clearly stated that it was his in-
tention to enforce the law as Congress
had written it despite the administra-
tion’s past position to the contrary.

Such sentiments are indeed refresh-
ing, especially in light of certain events
of the recent past which I would like to
recall for my colleagues.

In January of this year, the President
designated Mr. Howard Phillips to be
the Director of OEO without sending his
name to the Senate for confirmation.
Shortly thereafter, despite the clear
abuse of constitutional process and lack
of regard for statutory intent, this ap-
pointee set out to accomplish his de-
clared goal of dismantling the agency
and gutting its programs—programs
specifically designed by the Congress to
help the poor and disadvantaged of this
country.

As if these blatant illegalities alone
were not enough, it was the results of
these actlons—the disruption brought
to hundreds of worthwhile programs and
to thousands of innocent lives, which
prompted me to take immediate, and
admittedly extraordinary, action—re-
dress through the judicial arm of gov-
ernment. Joined by three of my commit-
tee colleagues, Senators PELL, MONDALE,
and HatHAWAY, legal proceedings were
initiated in the U.S. district court to
stop the agency's dismantling and to
remove the *“Acting Director” ifrom
office.

The subsequent events, of course, are
well known—the “Acting Director” was
ousted; OEO as an agency survived the
fiscal year, impounded funds were re-
leased; and once again the poor and dis-
advantaged of this country were given
hope.

Immediately upon his appointment on
June 26, 1973, as Director-Designate, Al-
vin Arnett was thrust into a veritable
cauldron of controversy. Under court
order, OEO was mandated to review and
process some 650 pending grants before
the end of fiscal year 1973—June 30.
Ironically, most of these grants were the
same ones purposely abandoned and left
to die by Mr. Arnett’s predecessor.

To his credit, and with the aid of two
court-sanctioned extensions, the nom-
inee succeeded in processing the out-
standing grants. I should also like to note
that Mr. Arnett acted responsibly to my
request for a special review of some 30
new grantees in which there were indi-
cations of pessible substantive and/or
procedural improprieties. As a result, al-
maost all of these applications were either
rejected or medified; thus saving sev-
eral million dollars of taxpayer money.

In response to an appeal by committee
members, Mr. Arnett extended the life of
existing backup research centers, which
provide vital input into the delivery of
legal services to the Nation’s poor and
disadvantaged.

In addition, Mr. Amett showed a
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singular quality of political courage when
he decided to override the Governor of
Mississippi’s veto of that State's legal
services program.

It is my understanding that all OEO
grantees have been currently funded at
least through the first quarter of this
fiscal year. And I have been given assur-
ances that such funding shall continue
when appropriations are made available.

Let me be frank to say that there are
areas in which I disagree with Mr, Ar-
nett; one such area being the delegation
of the Agency functions to the old-line
departments. While the enabling statute
does indeed permit such transfers for
the purpose of operating the Agency’s
programs, it must be remembered that
QEOQ in no way waives its responsibility
for such programs. OEO still retains the
complete responsibility for both over-
sight and evaluation of its statutory
functions. In addition, the Agency retains
the right to modify and revoke any dele-
gation upon the failure of any depart-
mental delegate to fulfill its pledged
obligations.

However, if his deeds manifest his
words, Mr. Arnett should make a worth-
while contribution toward the goals
sought by the Economic Opportunity
Act. In his opening remarks to the com-
mittee, the nominee stated:

I honestly and openly state that I stand
ready to comply with the law in every respect
as determined by the Congress and the Presi-
dent and to carry on the remaining OEO
functions during fiscal year 1974 to the very
best of my ability. I make my personal com-
mitment to that purpose. . .

I come to you with no private agenda, but
rather to continue to do my part in helping
to alleviate poverty. I come to you in the
spirit of cooperation, knowing full well the
prospects of confrontation.

And in a private communication to me
as the committee’s chairman, Mr. Arnett
said:

If the Congress chooses that this agency's
work should continue in full or in part, then
I would hope that we could do that work
better than it has ever been done before. I
firmly belleve and my life has been so dedi-
cated that this Nation's commitment to its
disadvantaged and economically disfran-
chised is a responsibility of the highest order
and one we neglect at our peril as a people.

Therefore, it is rather ironic that some
of my colleagues intend to oppose the
nomination for the very reason that Mr,
Arnett has chosen not to follow the foot-
steps of his ill-fated predecessor, How-
ard Phillips; and indeed because he has
instead declared his desire to follow the
clear dictates of congressional intent, and
not impound funds or stifle programs
destined to help the Nation's poor and
disadvantaged.

Mindful of the important issues at
stake, and of its responsibility to safe-
guard the interests and needs of these
who look toward the Office of Economic
Opportunity as their voice in Govern-
ment, the committee voted in favor of
Mr. Alvin J. Arnett to be the Agency’s
Director.

Therefore, Mr. President, I am pleased
to say that the committee is enthusiastic
about this nominee. I strongly support
him.

Mr. JAVITS. Mr. President, will the
Senator yield?
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Mr, WILLIAMS. I yield.

Mr. JAVITS. Mr. President, I, too,
support the nomination; and after Sen-
ator CurTis has spoken, I will state my
I'easons.

Mr. GRIFFIN. Mr. President, because
of the unanimous consent agreement,
the control of time in opposition to the
nomination, ironically, is under the con-
trol of the minority leader, who favors
the nomination, and so does the assistant
minority leader. There really are no
problems in terms of time available.

I ask unanimous consent that the time
under the control of the minority leader
be under the control of the distinguished
Senator from Nebraska and that if he
is required to leave the floor, he be able
to redelegate the time to someone else.

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

Mr. CURTIS. Mr. President, I yield
myself such time as I desire.

The ACTING PRESIDENT pro tem-
pore. The Senator from Nebraska may
proceed.

Mr, CURTIS. Mr. President, the slg-
nificance of the vote which we are about
to take today is much greater than to
resolve the question of the directorship
of the Office of Economic Opportunity.
At stake are much larger issues, includ-
ing the future course of policy concern-
ing some of this country’s most contro-
versial social programs. Ultimately, the
question is whether that course will be
determined by Congress and the Presi-
dent, who are the elected officials of the
legislative and executive branches of our
Federal Government, or by nameless and
faceless members of a burgeoning bu-
reaucracy who have constituted them-
selves an independent “branch” of gov-
ernment and whose inscrutable will may
be questioned only by Federal judges. In
order to place today’s vote in its proper
perspective some recent historical back-
ground will be helpful.

Less than 1 year ago the voters had
an opportunity to choose between a can-
didate for President who openly favored
the accelerated expansion of all manner
of wasteful and ineffective social pro-
grams and a President who said that
creative and constructive means, such as
revenue sharing must be found to re-
turn to the people the power to make de-
revenue sharing, must be found to re-
verse the flow of power from the States
and localities to Washington which has
proceeded unchecked for several decades.
The American people responded by re-
electing President Nixon by a resound-
ing landslide, and just after the first of
this year the President made it clear that
he interpreted the election as a mandate
for him to reorganize the Federal bu-
reaucracy to make it responsive to the
policies of his administration.

In January of this year the President
appointed Howard Phillips Acting Direc-
tor of OEO. The agency had been created
in 1964 to centralize and coordinate Fed-
eral efforts on behalf of the poor. During
the intervening wyears OEO became the
means by which millions of dollars of
Federal funds were spent to support the
pet projects and indulgences of an army
of bureaucrats and professional poverty
fighters. The scandals associated with
OEO in general, and with the community
action and legal services programs in
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particular, have filled hundreds of pages
in the Recorp. Mr, Phillips was assigned
the task of dismantling OEO by June 30,
discontinuing some programs, transfer-
ring some programs to other agencies,
and placing the legal services program
under an independent Legal Services
Corporation which the President asked
Congress to create. Because of the un-
certainty of the fate of legal services at
the hands of a Congress which was skep-
tical in view of the program’s excesses
and because of the central importance
of this self-styled “advocate for the
poor” in the poverty warriors’ scheme of
things, the debate concerning this pro-
gram quickly became the focal point of
the larger struggle over the future of
OEO.

Amazingly, the legal services program
had operated since its inception in 1965
without any stated goals or objectives
by which to measure the performance
of the program and hold its administra-
tors accountable for its success or fail-
ure. Mr. Phillips and Director of Legal
Services J. Laurence McCarty proceeded
to remedy this situation in May by is-
suing a detailed set of regulations to gov-
ern the program. The most important of
these stated—

The only . . . overriding objective for line
attorneys employed in the program: To pro-
vide quality legal services in mnoncriminal
matters to individuals who meet the eligibil-
ity criteria established by the Office of Legal

Services and who are otherwise unable to
afford counsel.?

The regulation went on to say that—

Law reform will no longer be a primary
or chief criterion in evaluation or refunding
projects.®

The entire set of regulations was de-
signed to prevent legal services attorneys
from taking advantage of the policy
vacuum in Washington to pursue their
own agenda for “law reform” at the ex-
pense of the welfare of individual needy
clients.

Approximately 1 montn later, on
June 21, the House of Representatives
passed H.R. 7824, the Legal Services Cor-
poration bill, but not before it added
some two dozen amendments to the com-
mittee bill, all of which were designed
to curb the excesses of the program. Sin-
gled out for special attention were the
12 national backup centers, which were
supposed to provide research assist-
ance to staff attorneys but whose in-
volvement in such cases as the Detroit
busing case had made them obnoxious
to a broad spectrum of Congressmen. A
pair of amendments sponsored by the
distinguished Congresswoman from Ore-
gon, Mrs. EprtH GREEN, and passed over-
whelmingly by the House, would effec-
tively abolish these backup centers. Oth-
er amendments were designed to prevent
involvement of legal services attorneys
in suits involving busing, abortion, and
draft evasion and to restrict such activ-
ities as the representation of political
pressure groups.

In late June Judge Jones, of the Fed-
eral District Court for the District of
Columbia, ruled that Mr. Phillips could
not continue as Acting Director and nul-
lifled his actions in office for the techni-

145 C.F.R. Sec. 1061.6-6(a)
* 46 C.F.R, Sec. 1061.6-6(b)
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cal reason that his name had not been
submitted to the Senate for confirmation
within 60 days of his initial appointment.
However, by this time, the electorate, the
President, and the House of Represent-
atives had spoken, and there was every
reason to expect that the new Acting Di-
rector, Alvin J. Arnett, who seeks con-
firmation today, would continue to im-
plement the clearly stated policies of
this administration with respect to OEO.
This seemed to be confirmed when Mr.
Arnett appeared before the Senate Com-
mittee on Labor and Public Welfare and
asked that no further funding be provid-
ed for OEO. Then a bizarre series of
events took place. Under further ques-
tioning by the committee Mr. Arnett
stated that his personal views, as opposed
to those of the administration which ap-
pointed him, were that the agency should
continue to exist as an advocate for the
poor and as a federally funded poverty
“think tank.”

One such episode was Mr. Arnett’s de-
cision to engulf the sparsely populated
Trust Territory of Micronesia in a veri-
table tidal wave of legal services funds.
Micronesia has only the bare beginnings
of a legal system, yet the Acting Director
has approved a grant of $600,000 over
the protest of the High Commissioner
and despite the recommendation of his
staff that the grant be drastically cut or
terminated.

Mr. Arnett also approved a technical
assistance grant of $298,000 for the Na-
tional Legal Aid and Defender Associa-
tion—NLADA—with the substantial like-
lihood of further funding in the face of
staff recommendations that the organiza-
tion be given a contract, rather than a
grant, of $220,000. The contract ap-
proach to funding would have provided
a much larger measure of control by the
agency than does a grant, which permits
a recipient to do essentially what it
pleases with Federal money. Further
funding would have been contingent
upon NLADA’s performance under the
terms of the contract. Mr. Arnett's ac-
tion here suggests that he is, in effect,
ceding to create Federal social policy
which rightfully belongs to responsible
public officials.

Mr. Arnett has attempted several times
to fill the vacant position o1 Director
of Legal Services, a position which is of
pivotal importance in this period of tran-
sition from an OEO program to a corpo-
ration, with individuals such as Mr. Dan
Bradley who are identified with the dis-
credited militant law reformist approach
to legal services. The program badly
needs responsible direction, but Mr, Ar-
nett has passed up several opportunities
to appoint a moderate conservative who
would administer the program in a
manner which would be consistent with
the policies of this administration rather
than with the radical doctrines, which
have been soundly rejected at the polls.
Mr. Arnett’s persistent attempts to in-
stall the likes of Mr. Bradley at the helm
of Legal Services, whether by direct ap-
pointment or by appointment as a Spe-
cial Assistant to the Director with re-
sponsibilities in the area of legal serv-
ices, raise the question whether the radi-
cal elements may be able to win through
the good offices of Mr. Arnett what they
lost last November and thereby effec-
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tively subvert the electoral process in
this country.

Equally alarming are the reports I have
been receiving concerning negotiations
which Mr. Arnett has been conducting
with the employees union at OEO. Mr.
Arnett has apparently agreed in prin-
ciple, among other things, to testify fa-
vorably on the question of continued
funding of OEO, to take no adverse ac-
tion against any employee without ap-
proval by an arbitrator, to consult with
the union on all major policy actions, to
permit the election of supervisors, to im-
pose union shop conditions on appoint-
ments and promotions within the agency,
and to permit the union to conduct its
ongoing program of agitation on Govern-
ment time with the use of Government
facilities and equipment. The list of con-
cessions goes on and on, and I under-
stand that Mr. Arnett may sign a con-
tract this very day which would give the
union virtual control over this agency—
signed, sealed, and delivered.

All I can say is that I tried to hold up
this unfortunate nomination long enough
for both Mr. Arnett and the administra-
tion to consider whether or not Mr. Ar-
nett could administer the agency in good
faith in view of the apparently irrecon-
cilable conflicts between Mr. Arnett’s ac-
tions and announced administration
policies. From now on I, along with mil-
lions of others who are disturbea at the
direction which some of the Federal so-
cial programs appear to be taking, will
be watching every move Mr. Arnett
makes. We will be anxious to see whether
or not the Director approves the funding
requests of several grantees whose proj-
ects should never have been funded in
the first place but who have made a rec-
ord which leaves a responsible official no
choice but to terminate or phase out
their grants. We will be watching to see
whether or not Mr, Arnett will now ap-
point a Director of Legal Services who
will place concern for the needs of poor
clients ahead of service to radical
movements whose objectives are com-
pletely at odds with those of the citi-
zens whose taxes support the program.
Finally, we will peer over Mr. Arnett's
shoulder as he prepares to turn virtual
control of the agency over to a union
which cynically believes that Federal
agencies exist for the benefit of the de-
fiantly entrenched employees rather
than the taxpayers, an action which
would bring to a bitter conclusion the
efforts over a period of many months of
those dedicated public servants who
sought to carry out the President’s man-
date on behalf of the vast majority of
Americans.

In short, Mr. Arnett, we will, indeed,
“judge you by your stewardship” and will
be prepared to respond in accordance
with the record which you establish as
Director of OEO.

I yield the floor.

Mr. WILLIAMS. Mr. President, I won-
der if the Senator would yield for just
a clarifying guestion.

Mr. CURTIS. I am happy to yield.

Mr, WILLIAMS. As I understand the
Senator’'s opening remarks, he associated
himself favorably, as I interpreted the
beginning remarks, with the procedures
that were undertaken by Mr. Phillips,
who was never nominated to this posi-
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tion, but was in a position to direct the
agency until removed from that position
by court order. Mr. Phillips, a very hon-
est man, said that he was in the position
to dismantle the agency.

I got the impression that the Senator
from Nebraska, my good friend, looked
favorably back to that period and agreed
with that approach—that the Presiden-
tial election of last year somehow indi-
cated a mandate for this kind of activity.

Mr. CURTIS. The Senator is correct.
I believe that was the case. I believe that
Mr. Phillips in general was carrying out
administration policy. My hope is that
Mr. Arnett will continue with that, but,
for the reasons that I recited, I am dis-
turbed about it.

Mr., WILLIAMS, Hearing that disturbs
this Senator, because it places executive
policy above the Constitution and above
the law of the land.

Mr., CURTIS. No; I think it conforms
with that.

Mr. WILLIAMS. It was on September
19, 1972, that the President signed into
law Public Law 92-424, wherein the eco-
nomic opportunity amendments were
continued for 2 years. In other words,
the Office of Economic Opportunity was
authorized to continue through fiscal
year 1974. That is the law of the land,
and the Constitution clearly states that
the President shall take care that the
laws are faithfully executed.

I am certain that the Senator from
Nebraska is an ardent supporter of these
constitutional provisions and of the con-
stitutional powers of the Congress, the
legislative branch, and of the Presiden-
tial branch. That is what those court
cases were all about. Howard Phillips
defied both the law and the Constitution.

Mr. CURTIS. I do not follow the dis-
tinguished Senator’s reasoning on the
constitutional prineiples involved. There
is no prineciple in our Constitution that
requires any offical to continue a pro-
gram that is wasteful, that is creating
problems, and that needs reform.

Just as clearly as that the Congress
passed an extension of the OEO Act, it
also passed the Reorganization Act, and
there is no statutory or constitutional
obligation on anyone to continue a pro-
gram or the manner of conducting a pro-
gram if it clearly is in trouble, if it is
wasteful, if it is proceeding against the
interests of the established government;
and I believe that to be the case.

The power of the President to reorga-
nize has at least equal standing with,
perhaps greater standing than, the mere
extension of the program.

Mr. WILLIAMS. Reorganization was
never the issue, but rather the disman-
tling, discontinuing, and killing of pro-
grams enacted under law.

Mr. CURTIS. I do not believe that a
majority of the Congress intended, for
instance, when they voted for a program
that would provide legal services to the
poor, to have that money used for politi-
cal purposes or in the area of contro-
versial policy determination.

I think Congress was voting for a pro-
gram which provided that if a distressed
and needy individual required legal
counsel in his personal situation, it would
be there for him. So I do not concede
that those matters that were being dis-
continued by Mr. Phillips—and I believe
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at the direction of the administration—
constituted the will of the Congress.

Mr. WILLIAMS. It certainly was
viewed otherwise by a majority of the
Congress—I can assure the Senator of
that—and that is why these questions
went to the courts—a most extraordi-
nary step, but made necessary by the
actions of Mr. Phillips. The courts up-
held the proposition that I am now ad-
vancing; that the Office of Economic Op-
portunity was validly enacted into law
and that continued it in law. The Presi-
dent’s duty under the Constitution is to
execute the law of the land, and this was
not done, and, therefore, the impound-
ments were stopped and Phillips was
ordered to vacate his position.

Mr, CURTIS. I believe the controlling
and main element of the judges’ decision
revolved around the lack of confirmation
and was not a direct challenge of the
wisdom or lack of wisdom of Mr. Phil-
lips’ actions.

Mr. WILLIAMS. If the Senator from
Nebraska (Mr. Curtis) had fully read
the text of Judge Jones’ decisions, he
would have seen that they clearly re-
jected the substantive actions of Mr.
Phillips as being contrary to the intent of
Congress. I can say the end result was a
wise result, in my judgment. I dislike
to put so much of this debate as a burden
on Mr. Arnett when we talk about Mr.
Phillips’ actions some time back. So let
me thank the Senator from Nebraska for
his conscientious attention to expressing
his views here,

Mr. CURTIS. Mr. President, may I
say that the distinguished Senator from
New Jersey (Mr. WirLriams) has helped
to put the issue in a correct perspective.
I believe that the President acted wisely
in his directions to Mr. Phillips, and I
have great misgivings as to whether Mr.
Arnett would so act.

I also feel that the court decision,
regardless of what dictum may or may
not have been involved in the decision,
to be one that was determined on the
basis of the Senate confirmation.

Mr. President, I yield the floor.

The ACTING PRESIDENT pro tem-
pore. Who yields time?

Mr. WILLIAMS. Mr. President, I yield
5 minutes to the Senator from Maryland.

Mr. BEALL. Mr, President, I thank the
Senator from New Jersey for yielding
me time.

Mr. President, I rise in support of the
nomination of Mr. Alvin J. Arnett to be
Director of the Office of Economic Op-
portunity for several reasons.

First of all, Mr. Arnett is a resident
of the State of Maryland. And I am
naturally happy that a resident of our
State has been selected to head an agency
of such significance in our Government
bureaucracy.

Second, I have more than a passing
acquaintance with Mr. Arnett, extend-
ing beyond my election to office in Jan-
uary 1971. Mr. Arnett was a member of
my staff for 10 or 11 months, as executive
assistant, after I took office.

Third, and most importantly, I am
happy to rise in support of the nomina-
tion of Mr. Arnett to be Director of the
Office of Economic Opportunity because
I think he is eminently qualified to hold
the office. As I have said, Mr. Arnett was
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my executive assistant when I first came
to the Senate.

More than that, Mr. President, for 3
years before joining me in the Senate, he
had been with the Appalachian Regional
Commission and had moved up through
the ranks in that agency. We are all
aware of the fine work that commission
has done over the 14-State region under
its jurisdiction. We are aware of the fact
that this agency has given new hope to
many people and many local govern-
ments in the 14-State area in which it
has jurisdiction.

Through this agency, we have been
able to build a kind of base on which pri-
vate agencies can go in and help them
improve their ways of life. Mr. Arnett had
very valuable experience there, and after
being with me for 10 or 11 months, the
Governors of the States covered by the
Appalachian Region, called him back to
that agency and selected him to be execu-
tive director of the agency. He has served
with distinetion in that capacity.

Mr. President, I think that these are,
indeed, difficult times for the Office of
Economic Opportunity. Its future, of
course, is not set. But while the future is
not set, I think it is important that Mr.
Arnett head the agency because of his
experience, his personality, and his un-
derstanding of the people and their prob-
lems. He could deal effectively with the
matters coming before the agency and
could deal effectively with the programs
facing the people.

Mr. Arnett can be of great help to this
agency by virtue of his experience in the
Appalachian Commission and by virtue
of his own personality and his knowledge
of the people’s problems and his great
sensitivity and experience. He will be able
to deal with these problems in an efficient
way.

I think the President has made a good
choice. I hope that the Senate will look
with favor upon this nomination.

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

The ACTING PRESIDENT pro tem-
pore. On whose time?

Mr. BEALL, Mr. President, I ask unan-
imous consent that the time be equally
divided between the proponents and the
opponents.

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

The second assistant legislative clerk
proceeded to call the roll.

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

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

Mr. JAVITS. Mr. President, I yield
whatever time he desires to the Senator
from Maine.

Mr. HATHAWAY. Mr, President, I am
going to vote no on this nomination and
feel an obligation to my colleagues to ex-
plain why I am taking this position.

As a preface to my remarks, I should
state my conviction that the Office of
Economic Opportunity is an important
agency and that its directorship, par-
ticularly now, is an important job. The
25 million people who lead lives of pov-
erty in this country need a strong advo-
cate in the councils of the Federal Gov-
ernment. They do not need special privi-
leges, but they do need profection from
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arbitrary action which can diminish
their resources and, ultimately, their
self-respect. Whether we like it or not,
government at all levels in this country
has tremendous power to affect the daily
lives of all our citizens. Being able to
afford neither lawyer nor lobbyist, hav-
ing no representative in the seats of the
mighty, weighed with the pressure of
simple survival, these people deserve, at
least, that their case be made. The OEO
offers a vehicle, albeit an imperfect one,
for this purpose.

It is for these reasons that the direc-
tor of this agency holds a vitally impor-
tant job, particularly so when the ad-
ministration in power has expressed hos-
tility to the agency and the intention to
end its very existence. Although I believe
that this nominee feels a genuine com-
mitment to the poor, his recent appear-
ances in these halls have raised doubts
in my mind about his ability to translate
that commitment into effective action.

Because of the special mission of the
OEO, its director must have two special
qualities in addition to a basic commit-
ment to the poor. One of these is can-
dor—a kind of straightforwardness that
can engender confidence in those we are
endeavoring to serve. The second is po-
litical toughness—the ability to make
and stick to difficult decisions in the best
interests of the poor despite strong con-
flicting pressures from Governors, Sen-
ators, or even Presidents.

Based upon my investigations of the
nomination and observations during
committee hearings and private meet-
ings, it is the requisite degree of these
two characteristics that I find lacking.
Because my conclusions are obviously
subjective, it is with some reluctance that
I take this position. But my strong feel-
ings about the OEO and the people it
serves permit me no other course,

Mr. JAVITS. Mr. President, with the
permission of the Senator from New Jer-
sey, I yield myself such time as I may
desire.

Mr. President, I strongly urge that the
Senate confirm Alvin J. Arnett as Di-
rector of the Office of Economic Opporiu-
nity.

It is well known that this Office in the
past fiscal year has had a very rough
time under the former Acting Director,
Howard Phillips. And I have no criticism
of him whatever as a person. We are
talking about his actions in an official
capacity. He attempted to dismantle the
agency. I am sure that he did this upon
the instructions of the administration.

These efforts failed primarily because
of the actions of the judicial branch, and
in that respect, my colleague, the Sen-
ator from New Jersey (Mr. WiLLiams),
with whom I worked closely, joined in
the litigation, together with other Mem-
bers of the Senate. It was a very great
privilege of these Members to join in the
litigation insisting that the law enacted
by the Congress be carried out during the
fiscal year 1973.

This same situation will pertain during
this fiscal year, 1974, under the court
decisions—that is, the program must be
carried out—so long as appropriations
are made available by the Congress and
the Executive for those purposes; such is
now the case under a continuing resolu-
tion, House Joint Resolution 636, which
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expires September 30, and it is likely
that the Senate will soon follow the ac-
tion of the House in providing funds for
the remainder of this fiscal year, which
will take us to June 30, 1974.

In light of this history and these pros-
pects it is all the more important that
the Office of Economic Opportunity have
as Director a person who has the expe-
rience, moral commitment to the poor,
and personal commitment to carry out
the programs for whatever period the
Congress, the Executive, and the courts
determine that they should be continued
under law.

In my opinion, the administration’s
nominee, Mr. Arnett, meets these quali-
fications.

First, with respect to experience, Mr.
Arnett comes to OEO with a very firm
background in dealing with the problems
of the poor. Between 1971 and 1973, he
served as Executive Director of the Appa-
lachian Regional Commission and prior
to that held a number of other positions
with the Commission, which as we know
grapples daily with the problems of pov-
erty in the Appalachian region with
many of the same tools utilized by the
Office of Economic Opportunity—pre-
school education, child care, economic
development, legal services, programs for
senior citizens.

It should be noted that the Appalach-
jian Regional Commission adopted on
March 27, 1973, a resolution in apprecia-
tion of services rendered by Mr. Arnett,
citing his “unique imaginative, and fruit-
ful services to the Appalachian program,”
and noting that—

Many, who have worked in this program for
the devalopment. of the Reglon, have shared
a deep commitment to its objectives, but few
have approached and none have surpassed,
Al Arnett in depth and sincerity of feeling
for the people of Appalachia.

Already, as Acting Deputy Director of
the Office of Economic Opportunity, he
was assigned by the courts late in fiscal
year 1973, the responsibility of carrying
out the law, and by all accounts, he did
so with great intelligence and skill.

Accordingly I share the views of Sen-
ator BearL, a member of the Committee
on Labor and Public Welfare and a for-
mer employer of Mr. Arnett, to the effect
that Mr. Arnett is “eminently qualified
to hold the job for which he has been
nominated” and that “over the past 5
months he has professionally gone about
his task; quietly, humanely, thoroughly.”

Second, with respect to moral commit-
ment, I believe that Mr. Arnett's words,
as well as his experience, speak of a very
high commitment to the elimination of
poverty.

During his appearance before the com-
mittee, he stated quite frankly that—

There are those who have told me that I
am but a plece of meat in a vise today.
Rather than receiving congratulations of the
last 24 days, I have been in receipt of con-
dolences. But I am more than willing to be
that plece of meat in the vice if it can help
bring sense and order to our difficulties, and
I commit to you my dedication to work with
you in seeking the answers that we all want.

Senator BeaLL noted in his statement
before the hearing on confirmation, held
July 20, 1973, that—

Mr. Arnett . . . is the kind of person that
is not only knowledgeable of people’s prob-
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lems, but has the sensitivity and the expe-
rlence with which to deal with those prob-
lems.

Third and importantly, Mr. Arnett has
made it clear that he will carry out the
law, which includes the court’s orders
and the determinations of Congress. Dur-
ing his confirmation hearing, he stated:

I honestly and openly state that I stand
ready to comply with the law in every respect
as determined by the Congress and the Presi-
dent and to carry on the remaining OEO
functions during fiscal year 1974 to the very
best of my ability. I make my personal com-
mitment to that purpose.

I come to you with no private agenda, but
rather to continue to do my part in helping
to alleviate poverty. I come to you in the
spirit of cooperation, knowing full well the
prospects of confrontation.

In that regard, it was very important
to me that he answered so very properly
the question put to him by the Senator
from Pennsylvania (Mr. SCHWEIKER) ab
the confirmation hearing on my account
as well as on Senator SCHWEIKER'S, Sen-
ator Scewemker having explained that I
was engaged on the Senate floor in con-
nection with the war powers bill, which
I managed on the floor with the Senator
from Maine (Mr. MUSKIE).

During the hearing of July 20, in re-
sponse to questions proposed by Senator
ScHWEIKER and myself, Mr. Arnett testi-
fied:

(1) That he sees the value of having an
agency whose special concern is the poor and
that he would see himself not only as a per-
son required to carry out the programs but
as an “advocate" for the poor—an aspect,
incidentally, which the President himself

has emphasized on numerous occaslons;

(2) That in his personal view, after this
fiscal year (1974) we will continue to need
some agency, whether or not it is called OEO,
whose concern 1s the poor;

(3) That if he felt it was necessary, he
would advise the President to submit a
budget request for continuation of the pro-
gram beyond this fiscal year 1974;

(4) That in his opinion, many community
action agencies would not survive if they
were dependent solely on state or local
funding;

(6) That he will try to establish an atmos-
phere in which funding can be handled
more smoothly and equitably;

(6) That until a legal services corporation
1s established, he will refrain from any major
changes in the goals of the current legal
services program or in the manner in which
it is conducted; that he will consult closely
with members of the organized bar; and that
if for any reason & new corporation is not
ongoing by January 1, 1974, he will give con-
sideration to continuation of the legal serv-
ices back-up centers beyond that date, hav-
ing already provided for their funding for
the first half of this fiscal year.

Mr, President, I ask unanimous con-
sent that pages 23 through 26, inclusive,
of the transeript of Senator SCHWEIKER'S
questions and Mr. Arnett’s answers be
printed in the Recorp at this point as a
part of my remarks.

There being no objection, the excerpt
from the hearings record was ordered to
be printed in the Recorb, as follows:

QUESTIONS AND ANSWERS

The CHATRMAN, Senator Schweiker,

Senator SCHWEIKER, Thank you, Mr. Chair-
man.

Mr. Arnett, yesterday before the Appropri-
ations Committee you are quoted in the
paper as saying that you feel that OEO should
be lean and mean, rather than an amorphous
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institution. I wonder If you would explain
a little bit what you mean by that.

Mr. ArNETT. I will be happy to.

Senator ScHwWEIkKER. Maybe it was a mis-
quote.

Mr, ArNETT. No. The context was such that
it needs to be explained. My personal view is
that OEO should be the prod, should be at
the spearpoint, punching larger operating
agencies to do things for poor people. OEO, or
whatever agency it is that carries the burden
for poor people, should serve as the burr
under the saddle, rather than being burdened
down as a packhorse.

What is represented in these delegation
agreements is the maturation of OEO initi-
ated programs that have simply gone oper-
ational. For example, operating educational
programs have been moved to HEW, an
agency that deals with educational programs.

My view of OEO as lean and mean comes
from Coach Bear Bryant's old line—somebody
asked him about his small linemen, and he
sald that size does not really matter, so long
as they are mobile, agile, and hostile. I think
that is exactly what OEO should be with
other agencies: agile, mobile, and hostile.

Senator SCHWEIKER. Who would you be hos-
tile to again?

Mr. ArNETT. Not poor people.

Senator ScHweIKER. I was not quite sure
for a minute.

Mr. Arnett, this goes without saying that
community action in poverty programs have
been taken on a very rough ride by the ad-
ministration over the past fiscal year, ending
up of course with action by the courts. Now
the Economic Opportunity Act of 1964 con-
tinued just only last October for 2 years pro-
vides that the Director shall carry out the
program.

If you are confirmed as head, do you in-
tend to do just that without any personal
agenda to the contrary or any anticipation
that they are to be phased out after fiscal
year 1974 or what is your position?

Mr. ARNETT. I intend to do just that. I will
tell you what I have done over these past 24
days so that I can do just that. All CAPS
have been forward funded with fiscal year
1973 moneys. Half of them are funded
through the first quarter of fiscal year 1874
and another half funded through the second
quarter of fiscal year 1974 or to December 31.
That was as far as I could take them before
the money ran out last night.

The $185 million that you see in the
House appropriations for community action,
given that forward funding will be a suffi-
clent amount to keep the program level in
fiscal year 1874 for CAFS at the level it was
in fiscal year 1973. I am mandated by law
to obligate that money.

Senator ScHEWEIKER. President Nixon sald
on February 19, 1969, in an antipoverty mes-
sage, and I am quoting now from the Presi-
dent:

“From the experlence of OEO we have
learned the value of having in the Federal
Government an agency whose special concern
is the poor.”

Do you agree with that statement, and if
you do, would you see yourself not only as
one required to carry out the program, but
as an advocate for the poor?

Mr. ArRNETT. Yes, on both points.

Senator ScEwEIKER. Would you also agree
that even after this fiscal year we will con-
tinue to need, whether it is called OEO or
not, some agency in the Federal Government
whose concern is the poor?

Mr. ARNETT. In my personal view, yes.

Senator ScHWEIKER. Would you advise the
President to submit a budget request if you
felt it was necessary to carry out the obliga-
tions and the objectives that you have been
answering affirmatively to?

Mr. ArNETT. Yes, I would.

S8enator ScEweEikerR. The administration
budget, as we know, for fiscal year 1974 con-
tains no request for funds for OEO or com-
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munity action operations and contains the
following statement:

“After more than 7 years of existence, com-
munity action has had an adequate oppor-
tunity to demonstrate its value. In addition
to private funds, State and local govern-
ments of course use general and special rev-
enue sharing funds for these purposes.”

This is in contrast to the report of the
committee on appropriations of the House, in
providing funds for continuation of these
programs, and I quote from the House com-
mittee report:

“The committee action in continuing Fed-
eral support for community action agencies
for an additional year is based on its belief
that a majority of these agencies are perform-
ing Important functions and that in many
cases there will be no other local agency
capable of assuming those functions if the
community action agencies are terminated.”

Now do you agree that many community
action agencies would not survive if they
were dependent solely on State or local fund-
ing?

Mr. ARNETT. With my limited knowledge, I
would agree with that statement.

Senator ScEwWEIKER. During the past year
a number of community action agencies and
other grantees have been subjected to rather
rough treatment in terms of discontinuation
of funding and being charged with violation
of the law without adequate notice.

In short, many have felt harassed by the
Office of Economic Opportunity. Do you per-
sonally pledge to make every effort to com-
ply with the provisions of the law with
respect to the notice of discontinuation of
funding, and even beyond that will you try
to establish an atmosphere in which these
matters can be handled more smoothly and
equitably?

Mr. ArNETT. It is going to sound like a wed-
ding, but I will.,

Senator ScHwWEIKER. And you know this
committee will soon consider legislation to
establish a new legal services corporation, In
the interim, it is absolutely essential that the
existing program maintain its spirit and
services so that there is the momentum ob-
tained in transition into a new corporation,
whatever that corporation might be, and I
am not asking you where you stand on the
various issues arising in connection with the
legislation because even now Congress is in
the process of adjudicating those differences.

But in respect to the present program, in
the interim, No. 1, will you refrain from any
major changes in the goals of the program or
the manner in which it is conducted?

Mr. ARNETT. Yes.

Senator BcHWEIKER. Would you consult
closely with the members of the organized
bar and others who are interested in the pro-
gram so that their views are continually
taken into account?

Mr. ARNETT. I already have and will.

Senator ScHwEIkER. Third, will you tend
toward continuation of existing projects that
they are operating? In this connection I am
pleased with the commitment you made to
me and other members of this committee to
continue at least through December.

Would you also agree that if for any rea-
son the new corporation is not ongoing by
that time that you will give consideration
to continuation of the centers beyond that
date?

Mr. ARNETT. Yes.

Senator ScHwEIKER. I would like to sub-
mit some questions for the record, Mr, Chair-
man, on behalf of Senator Stafford and would
like answers in writing.

Senator Stafford would like one question
answered in writing and he would like for
me to ask two at this point.

The Vermont Legal Aid has received a 3-
month grant extension to October 1, 1973. Is
that grant going to be extended further and
what is the status of the grant periods pend-
ing final action on the legal services corpora-

tion?
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Mr. ARNETT. Senator, on a particular proj-
ect I would have to simply come back to
you. I would hope that I could supply that.

Senator Scawerker, Under the broad pro-
visions for disaster aid as a result of the
June 30 flooding, Vermont has applied for a
relief grant through the Office of Economic
Opportunity, most of the grants are designed
to go to community actlon agencies, but legal
aid has been designated for some relief funds,
primarily in anticipation of the needs to ad-
vise—defend Vermonters in regard to home
improvement frauds, racketeering, following
disasters, and I wonder if you could provide
for the record a response to that statement?

Mr. ArRNETT. Yes.

[The following information was subse-
quently supplied:]

VERMONT LEGAL Am FUNDING

Vermont Legal Aid Service, located in
Burlington, Vermont, was funded in Fiscal
Year 1971 at a level of $325,266 to operate a
statewlde legal services program for 14
months, This grant is due to expire on July
31. Accordingly, the grantee received an ad-
ditional grant for $108,820 on June 30 to pro-
vide continued support through October 31
of this year.

OEQ DisasTER RELIEF EFFORTS IN VERMONT

In response to the recent flooding in Ver-
mont, OEO participated in a federal disaster
assistance team effort coordinated by the
FDAA. The regional office in Boston high-
lghted the disaster relief efforts of com-
munity action agencies in the State, includ-
ing home repair activities, emergency feed-
ing programs and general community out-
reach. Moreover, the regional office has re-
celved numerous requests from stricken
communities for additional OEO emergency
funds. OEO is currently funding a 30,000
grant to provide a lawyer and three parapro-
fessionals in Vermont to provide assistance
over the next 9 to 12 months.

Senator Scawerker. I might say that Sen-
ator Javits had hoped to be here and some
of these questions are on his behalfl as well,
Unfortunately he is performing a very com-
mendable service on the floor in shepherding
through the war powers bill, so I would like
to make record of the fact that he is sorry
he could not be here and is involved with
that.

Also, Benator Stafford is in the highway
conference. Hopefully they are going to con-
fer and have a final report.

That is all I have.

The CHAmMAN. Thank you, Senator Sch-
weiker. Senator Kennedy.

Senator KeNNeEpy., Thank you, Mr, Chalr-
man,

Mr. Arnett, you come here today, one day
after you appeared before the Senate Ap-
propriations Committee, asking for =zero
funding for the OEO headquarter in Wash=
ington, zero funding for the 10 regional of-
fices, zero funding for community action
programs which are operated at the local
level, and asking for the transfer or destruc-
tion of every OEO program on the books, and
ask us to confirm you as OEO Director.

Why should we?

Mr. ArNETT. I think it goes——

Senator KENNEDY. Could you speak up a
little bit.

Mr. ArNETT. I think it goes to continuum.

Senator KenNeEpY. What do you mean by
continuum?

Mr. ArNETT. Well, we are in a situation
where the budget request, the money that
is not coming, the programs that are spin=-
ning off, simply are not fitting together.
Events have overtaken us.

Senator EKenwepy., I do not understand
“events have overtaken us” or “continuum.”

Could you be somewhat more specific about
these programs? People are benefiting from
many of these programs, obviously there are
some inefficiencles, some inequities, some
programs ought to be streamlined. I think
you will find every member of this committee
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interested in working with the administra-
tion and trying to eliminate inefliciencies, in-
equities, duplications, overlapping, but I do
not understand the words “continuum”™ or
“events that overcome us,” to indicate that is
your intention.

Could you be more specific, please?

Mr. ARNETT. OEO is in existence on the 20th
of July. The budget that was presented on
the 20th of January asked that there be no
OEOQ in existence on the 20th of July.

Senator Willlams referred earlier to a Feb-
ruary 1969 meeting at the White House on
Appalachia, In February 1969 Appalachia in
the administration’s view was in absolute
nadir, it was going out of existence. In the
1974 budget Appalachia received what it
asked for and has now become a favorite of
the administration,

I think we are precisely in that same place
today. I think that the confusion, the diffi-
culties that we are in are caused by the con-
flict that arises out of the budget that has
not been accepted. You asked why do I want
this job under those circumstances. The an-
swer is that I expect there will be a program
for poor people that will and must continue
regardless of what it is called.

This I think is where we are on the 20th of
July.

Senator KennepY. Well, the program not
accepted by who? Not accepted by the ad-
ministration? Not accepted by the Congress?
Not accepted by who?

I don't understand. You come up and ask
us, to get back to the original question, you
ask us to confirm you as Director the day
after you asked for absolutely zero funding
for these programs.

Mr. JAVITS. Mr. President, for all of
these reasons, I believe we at last have a
worthy nominee for Director of OEO, and
I shall vote for and support, and urge the
Senate to support, his confirmation.

Before I sit down, Mr, President, I
wish to make it clear that the adminis-
tration came through in this matter in
deference to the court’s decision. Some
may say that it had no choice. But there
is always some choice, some way of try-
ing to get around a court order or a law.

The administration chose—and I am
glad it did and I compliment it for it—to
forthrightly accept the court’s order, and
to give us a nominee whom we could ac-
cept and who deserves and I hope will
have today a resounding mandate from
the Senate. I hope very much that this
particular instance of working with the
court may be a model for the President,
and I hope very much that he will give
the American people the same assurances
in other court proceedings which affect
the President so deeply, and which are
now pending.

Mr. MONDALE. Mr. President, I rise
to support the confirmation of Alvin J.
Arnett, as Director of the Office of Eco-
nomic Opportunity.

Over the past 8 months, OEO has been
rocked by a series of events which have
attracted widespread attention and com-
ment. Beginning with the appointment
of Howard Phillips as Acting OEO Direc-
tor, and the failure to send his name to
the Senate for confirmation, the Nixon
administration attempted to accomplish
through subterfuge what it could not ac-
complish openly with the Congress—the
elimination of OEO, and in particular,
the strangulation of its most valuable
programs, such as the OEO Legal Serv-
ices program.

As a result of court action in which
I was proud to join with the distinguished
Senator from New Jersey (Mr, WiL-
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Liams), the distinguished Senator from
Rhode Island (Mr. PeLL), and the dis-
tinguished Senator from Maine (Mr.
HaTHAWAY) , Mr. Phillips was ousted from
office, and the name of Mr. Arnett was
submitted to the Senate.

I have been pleased with many of Mr.
Arnett’s actions in the period since his
appointment. In particular, his response
to me—and to other members of the
Labor and Public Welfare Committee—
at the hearings held on his nomination
on July 20 were most encouraging.

On the basis of those responses, I was
and am convinced that Mr. Arnett will
exercise his responsibilities within the
law, and that he will do everything pos-
sible to carry out the will of the Congress
on the future of the Office of Economic
Opportunity.

In particular, I was pleased with his
responses on the question of legal serv-
ices for the poor. His support of an inde-
pendent legal services corporation, and
of the need for a full range of alterna-
tives available to legal services lawyers:
his support of legal services back-up cen-
ters and his disavowal of the unconscion-
able legal services bill which passed the
House of Representatives all give me hope
that he will depart from the destructive
actions of his predecessor on this vital
program,

Hopefully, we in the Senate, in the
coming weeks, will be able to consider and
enact meaningful legal services legisla-
tion without encountering the type of
harassment and obstructionism which
marked the activities of Howard Phillips
during House consideration of a Legal
Services Corporation bill.

I commend Mr. Arnett for his forth-
rightness, and look forward to his tenure
as Director of OEO.

Mr. DOLE. Mr. President, the future
course of our Federal efforts to fight
poverty in America have been at issue
between the Congress and the Executive
for some time now.

Those questions of substance about
methods and approaches in the anti-
poverty effort, however, are incidental to
the question before us today.

There is presently a Federal Antipov-
erty Agency. It exists in fact and in law,
and it is in need of a director.

The President has sent us his nomina-
tion of a man—Alvin Arnett—to serve in
that post. The only question now before
us is whether the Senate shall confirm
that nomination.

In Arnett’s qualifications, reputation
and experience, I find nothing but good
reason for the Senate to act favorably on
the nomination.

He knows the agency he is asked to di-
rect. He has served it since February as a
deputy to the previous Director. Before
that, he served the staff of the Appala-
chian Regional Commission, most re-
cent‘ly as its executive director.

His administrative skills are well
tested.

His appreciation not only of the needs
of the poor, but of their dignity, is wide-
1y and highly regarded.

Alvin Arnett’s gqualifications dictate an
affirmative response by the Senate on
the question of his nomination.

His experience merits our considera-
tion. His reputation merits our attention.




September 12, 1978

And so his nomination merits our con-
sent.

Mr. TAPT. Mr. President, I am pleased
to support the nomination of Mr., Alvin
Arnett to be the Director of the Office
of Economic Opportunity. Mr. Arnett’s
qualifications are excellent to assume the
Directorship of this challenging office.
His background includes a term as Exec-
utive Director of the Appalachian Re-
gional Commission and service as an Ex-
ecutive Assistant to Senator J. GLENN
BEALL.

I am extremely hopeful that Mr. Ar-
nett will be able to provide strong lead-
ership, as Director of OEO, and work to
revitalize this agency as innovator and
tester of methods to alleviate poverty and
create social reform. Purther, I am hope-
ful that Mr. Arnett will be able to pro-
vide positive and strong leadership in the
creation of an independent Legal Serv-
ices Corporation.

Beyond these considerations, I am es-
pecially hopeful that Mr. Arnett will draw
upon his experience, from working in the
legislative branch, to keep the Congress
fully informed of the developments with
regard to the future of OEO. As ranking
minority member of the Employment,
Manpower and Migratory Labor Sub-
committiee, the subcommittee with direct
jurisdiction over OEO matters, I have
been somewhat disappointed with the
lack of information and input to Con-
gress regarding the future of OEO, and I
am certain Mr. Arnett will correct this
problem. I also have been assured by Mr.
Arnett that he will not encourage or au-
thorize authorship of foolish and naive
memoranda regarding Members of Con-
gress similar to one which surfaced last
year from OEO.

With these understandings, and assur-
ances I received from Mr. Arnett in con-
firmation hearings before the commit-
tee, I shall support his nomination.

LEADERSHIP FOR OEO

Mr. CRANSTON. Mr. President, Presi-
dent Nixon’s fiscal year 1974 budget
represents what I consider to be a callous
disregard for the poor of America—and
for the longstanding Federal commit-
ment to help the poor to help themselves,
Nowhere is this administration policy
more clearly reflected than in the effort
to destroy the Office of Economic Oppor-
tunity, which has served within the Fed-
eral System as a focal point of advocacy
for meeting the needs of the poor.

We all recognize the wisdom of rede-
signing, or even ending, programs that
do not live up to their promise. But the
modestly funded antipoverty programs
under the Economic Opportunity Act—
representing only one-tenth of 1 per-
cent of the Federal budget—could not be
expected to close the multibillion dol-
lar poverty income gap. They were not
designed to do so. Rather, antipoverty
programs reflect an attempt to begin to
attack the causes of poverty—an attempt
to regain for our Nation the resource rep-
resented by 25 million Americans locked
without hope in the cycle of poverty.

In his effort to discontinue the com-
munity action programs—the very heart
of the war on poverty—the President
has asked us to give up on a deep and
honorable commitment made by his
predecessor 9 years ago. A commitment
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reaflirmed by the Congress only last fall.

I deplored the President's decision to
seek no new funding for the Office of
Economic Opportunity—a decision made
in direct defiance of specific legislation
passed by the Congress. I have joined
with many other Senators in urging the
Senate Labor-HEW and Related Agen-
cies Subcommittee of the Appropriations
Committee—the Appropriations Sub-
committee having jurisdiction over OEO
funding—to continue OEO funding for
fiscal year 1974 at levels at least equal to
those adopted in the House, and thereby
reaffirm the Congress intent to continue
its commitment to the least forfunate
among us.

The courts have halted the actions
which the now defrocked Acting Director
of OEO, Mr. Phillips, had said were in
anticipation of congressional agreement
on the President’s budget message. These
court decisions—particularly the de-
cision which determined that the Presi-
dent’s refusal to submit the nomination
of Mr. Phillips to the Senate for confir-
mation was unlawful—have reaffirmed
congressional authority—and more im-
portantly, reaffirmed the rule of law.

Today we have before us for consid-
eration the nomination of Alvin J. Arnett
to be Director of the Office of Economic
Opportunity. Mr. Arnett’s performance
as Director-designate has been the sub-
ject of most intensive scrutiny by the
Senate Labor and Public Welfare Com-
mittee—an opportunity, a right, not af-
forded the committee in the case of his
predecessor, Mr. Phillips.

Mr. President, I considered the Labor
and Public Welfare Committee’s hear-
ing on Mr. Arnett’s nomination to be of
utmost importance, not only because of
my great concern about the future of
the Office of Economic Opportunity as a
whole, but because of my particular and
long-standing concern about OEO Na-
tional’s continued refunding of the Cali-
fornia State Office of Economic Oppor-
tunity—CSEOO. This State agency has
been performing one principal function
for several years; hostile reviews and
investigations—investigations which are
of highly questionable validity—of other
OEO grantees in California. The agency
has been in repeated violation of State
and Federal contract and grant require-
ments, has used inappropriate and im-
proper accounting and personnel pro-
cedures, expended Federal funds for un-
authorized activities, and, at best, gen-
erally followed unorthodox and highly
irregular practices which I very strongly
feel have not been in the best interest of
the poverty community.

In June 1972, 21 members of the Cali-
fornia congressional delegation joined
with me in requesting that the Comptrol-
ler General conduct an investigation of
numerous charges and allegations about
the State agency, which had come to our
attention. These charges included using
technical assistance resources to conduct
investigations hostile to OEO grantees:
filling professional staff positions with
persons lacking proper qualifications;
paying staff to earry out functions not
authorized within grant provisions; con-
tracting for consultant services in viola-
tion of maximum fee regulations; using
grant funds in connection with partisan
political campaigns; and failing to com-
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ply with non-Federal share requirements.

On June 14, 1973, after a year-long
investigation of CSEQO, the General Ac-
counting Office issued its report, “Activi-
ties of the California State Economic Op-
portunity Office.” I then wrote to the
Comptroller General regarding several
matters which I felt had been left un-
resolved in the initial GAO June 14
report.

Mr. President, I ask unanimous con-
sent that this letter and the GAO re-
sponse be printed at this point in the
RECORD.

The PRESIDING OFFICER. Without
objection it is so ordered.

U.S. SENATE,
CoOMMITTEE ON
LaBorR AND PUBLIC WELFARE,
Washington, D.C., June 12, 1973.

Hon. ELMER B. STAATS,

Comptroller General of the United Stales,
General Accounting Office, Washington,
D.C.

Dear Mg. CoMPTROLLER GENERAL: Thank
you very much for your June 11, 1973, let-
ter transmitting to me an advance copy of
GAO report B-130515, "Activities of the Cali-
fornia State Economic Opportunity Office™.

A preliminary examination of the report
reveals a matter of grave concern to me. This
relates to chapter 6, “Non-Federal Contrib-
ution”, which states on page 33 that of $482,-
500 in recorded CSEOO claims for non-Fed-
eral contribution “about $376,649 of the total
was questionable because of inappropriate
claims or improper valuation”. Included in
this latter figure was a claim for $276,700
which the table on page 33 shows as ‘‘ques-
tionable’ and which is described as “Migrant
program ‘excess'" representing “the State's
required contribution under another OEO
grant not involving CSEQO ... [which was]
required . . . so the State could qualify for
Federal funding under the migrant pro-
gram.” *

Despite the fact that our request for a re-
port from you has been pending for almost
one year (since June 30, 1972), and despite
the fact that your questioning of the permis-
sibility and legality of this non-Federal con-
tribution claim was communicated to OEO
eight months ago in an October 11, 1972,
letter, your report reaches no conclusion on
this matter, noting instead: *“The OEO
regional director advised us on April 12, 1973,
that the OEO Office of General Counsel had
not yet determined whether the questioned
costs should be allowed.”

The report further states:

“CSEQO officials also stated that the non-
Federal contribution was not a statutory
requirement but rather an OEO adminis-
trative requirement and that, therefore, OEO
could waive the requirement.”

In this connection, I have reason to be-
lieve that numerous opinions on the legal
issue involved have been issued by the OEO
Office of the General Counsel with respect
to other OEO grants.

I am most concerned ahout several ad-
ditional aspects of your attempted disposi-
tion of this questionable claim which are
raised by the quoted sentence. First, I spe-
cifically request a legal opinion from you as
to the permissibility under the law and ap-
plicable Government-wide and OEO regula-

* The double counting question is not re-
stricted to this item, although it is by far,
the largest example in dollar terms. Two
other items In your list of “questionable
claims” entall non-Federal contributions in
connection with grants from two eother
agencles, HUD—$14,649 “for donated services
unrelated to CSEQO"—and the Labor De-
partment—$20,000 for “State expenditures
under the Emergency Employment Act”.
Thus, my subsequent comments and gques-
tions related to these items as well,
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tions of counting a State expenditure twice
for the purposes of receiving two separate
Federal grants each requiring a particular
non-Federal share.

Second, I am very concerned about your
apparent condonation of a retroactive waiver
of a regulatory requirement with respect
to a non-Federal contribution in connection
with a grant under section 231(a) of the
Economic Opportunity Act of 1964, as
amended. One question that immediately
presents itself in this connection is, is the
regulation involved a “statutory” regulation
(see the direction to “establish proce-
dures, . . . rules and regulations” in sec-
tion 602(n) of the Economic Opportunity
Act of 1964, as amended), as that term is
used in longstanding interpretations by the
Comptroller General? A second guestion is
whether or not there is provision in OEO's
own regulations, or anywhere in applicable
Government-wide regulations, permitting
retroactive waivers. If not, would such
walvers be legal on a completely ad hoc basis?
If there is a basls for retroactive waivers
in appropriate regulations, then I ask by
what provision of law are such retroactive
walvers authorized and is such an authori-
zation generally in accordance with holdings
of the Comptroller General in connection
with interpretation of Federal grant and
contract statutory authorities? Finally, in
this regard, what is the status of a regula-
tory requirement—such as the non-Federal
contribution requirement in question—
which has existed for many years and about
which the Congress has been informed and
has raised no objections? I often see it con-
tended by Federal agencies that such regu-
lations, in which it is said the Congress
has “acquiesced”, cannot be altered without
Congressional approval.

I request your urgent attention to these
matters, which I feel should have been ad-
dressed in your original report. I cannot be-
lieve that it is your position that the Con-
gress of the United States and its duly au-
thorized investigative and fiscal accounting
arm—the General Accounting Office—is
without recourss to render judgment on
gquestionable claims by virtue of the directly
responsible agency’'s delaying indefinitely
the issuance of its interpretation and legal
decision on such a matter:

Sincerely,
ALAaN CRANSTON.
COMPTROLLER GENERAL OF
THE UNITED STATES,
Washington, D.C., July 20, 1973,
The Hon. Aran CRANSTON,
U.S. Senate.

DeAR SENATOR CransTON: Your letter of
June 12, 1973, raises certain questions con-
cerning matters discussed in an advance
copy of our report, B-130515, entitled “Ac-
tivitles of the California BState Economic
Opportunity Oifice.” This report was for-
mally issued on June 14, 1973.

The activities of the California State Eco-
nomic Opportunity Office (CSEOOQO) are
funded in part by an Office of Economic
Opportunity (OEO) grant under section 231
of the Economic Opportunity Act of 1964,
as amended. Our report concerns varlous as-
pects of CSEQO's operation for its program
year 1972 (fiscal year 1872).

Chapter 6 of our report examines charges
that CSEOO failed to comply with non-Fed-
eral contribution requirements for program
year 1972. Chapter 6 states In part, at
page 33:

“OEO requires State agencies to provide
either cash or in-kind contributions of at
least 20 percent of program costs.

“CSEOO's non-Federal contribution re-
quirement for program year 1072 amounted
to $249,436, including $78,436 of mostly
non-Federal contributions which had been
guestioned by OEO audits in previous years,
We found that CSEOO's non-Federal con-
tribution for program year 1972 may have
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been deficient by $143,685 because of ques-
tionable claims.

“CSEQO recorded claims for non-Federal
contributions of 482,500 for the year,
$233,064 more than actually required. Our
examination of CSEOO's documentation,
however, showed that about $376,649 of the
total was questionable because of inappro-
priate claims or Improper valuation. The
balance, $105,851, was either not examined
or not gquestioned. * * *”

The report lists the following categories
and amounts of non-Federal contributions
which we questioned:

Non-Federal contributions

Description Claimed Examined Questioned

Migrant program "‘excess" .. $267,700 $276,700 $276, 700
he amount claimed repre-
sents the State’s required
contributions under another
0EQ grant not involving
CSEQD. OED required this
contribution so the State
could qualify for Federal
funding under the migrant
program.
Volunteer services__________
About $38800 of the
t 11 d consist:
of Federal and matching non-
Federal expenditures by a
county under a Department
of Housing and Urban Devel-
nfmenlgran'r, The remaining
$14,649 consists of claims for
donated services unrelated to
CSEDO, unidentified, or un-
fairly valued.
State supportive services. _._
_The amount claimed con-
sists of difference between
what the State charged
CSEOO for services rendered
and what CSEQOQ estimates
the actual cost would be out-
side the State system. For
example, CSEOO estimates
it would have cost 33,600
more to rent private space
rather than use State-owned
space. In another instance,
CSEQO claimed $8,700 as the
difference between what the
State charged it for duplicat-
ing services and what it esti-
maled such services actually
should cost.
State expenditures under
‘En}ergan:y Employment
c

$95,200 $95,200  $53, 449

30,200 30,200

20,000 20,000 20, 000
The amount claimed is

actually the State’s required

in-kim:r contribution® under

another Federal (Depart-

ment of Labor) grant.
TN s

On October 11, 1972, we wrote to CSEOO
and the OEO regional director for Western
Region IX (San Francisco) to inform them
of these questioned costs and to obtain their
comments. On April 4, 1973, CSEOO officials
advised us that they were awaiting a deci-
sion from OEO headquarters regarding the
allowability of the guestioned migrant pro-
gram excess, CSEOQO officials also stated that
the non-Federal contribution is not a “statu-
tory” requirement but rather an OEQO “ad-
ministrative” requirement and, therefore,
that OEO could waive this requirement. The
OEOQO regional director advised us on April 12,
1973, that OEO Office of General Counsel had
not yet determined whether the questioned
costs should be allowed. By letter dated May
21, 1973, in commenting upon our report, the
Acting Director of OEO indicated that this
matter is still under review by the Office of
General Counsel.

Your letter of June 12 refers to the alleged
non-Federal contrlbutions for migrant pro-
gram excesses (§276,700), county expendi-
tures in connection with a Department of
Housing and Urban Development grant ($38,-
800), and State expenditures In connection
with a Department of Labor grant ($20,000).
You specifically request our opinion as to:

The permissibility under the law and ap-

376, 649
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plicable Government-wide and OEO regula-
tions of counting a State expenditure twice
for the purposes of two separate Federal
grants, each requiring a particular non-Fed-
eral share; and

The permissibility of retroactive and ad.
hoc waiver of a regulatory requirement with
respect to non-Federal contributions in con-
nection with a grant under section 231(a)
of the Economic Opportunity Act.

Subsequent to receipt of your letter, we
attempted without success to obtain from
OEO’s Office of General Counsel some indica-
tion as to the status of their consideration
of these issues, as well as any tentative con-
clusions which they might be able to offer.
We are not, of course, precluded from passing
upon the issues which you raise in the ab-
sence of an opinion or submission by OEO.
As a general practice, we prefer to obtain the
views of the agency having primary expertise
and initial responsibility with respect to such
issues in order to arrive at the most thorough
determination possible and as a matter of
fairness to parties who may be affected by
our determinations. However, in accordance
with your request and in view of our in-
ability to obtain a response from OEQ, we
will proceed to consider the issues raised on
the basis of the information now before us.

Section 231(a) of the Economic Oppor-
tunity Act of 1964, as amended, 42 U.S.C.
2824(a), authorizes grants to State agencies
for the provision of technical assistance, co=
ordination, and other advice and assistance
in connection with community action pro-
grams under title IT of the act. We are not
aware of any provision in the act which
specifically requires a non-Federal contribu-
tion for State agency grants under section
231. Compare, for example, section 225(c) of
the act, 42 U.S.C. 2812(c), as amended by
Public Law 92-424, 86 Stat. €02, which does
impose specific non-Federal matching re-
guirements with respect to certain other
title II grants. However, OEO Instruction
7501-1 (Role of State Economic Opportunity
Offices) , dated March 25, 1970, states in para-
graph 9(b) :

“The state's share for funding under sec-
tion 231 shall be a minimum of 20 percent
of the total cost of the operation in cash
and/or in kind.”

The text of this instruction, including the
non-Federal contribution requirement, is also
set forth at 45 CFR §§ 1075.1-1, 1075.1-11(b)
(1973). The OEO instruction does not specify
any qualifications or exceptions to the 20
percent non-Federal contribution for section
231 grantees. On the contrary, paragraph 9
(1), 46 CFR § 1075.1-11(i), states in part:
“As OEO grantees, the SEOO’s [State eco-
nomic opportunity offices] shall comply with
all applicable OEO Instructions, ®* *= *"

The preamble to the text of OEO Instruc-
tion 7501-1 in the Code of Federal Regula-
tions states that it is issued under the au-
thority of section 602 of the act, as amended,
42 U.S.C. 2042, Section 602 provides In part,
quoting from the United States Code:

“In addition to the authority conferred
upon him by other sections of this chapter
[the act], the Director [of OEO] is author-
ized, in carrying out his functions under
this chapter, to—

L] - - - L

“(n) * * * establish such policies, stand-
ards, criteria, and procedures, describe such
rules and regulations * * * and generally
perform such functions and take such steps
as he may deem necessary and appropriate
to carry out the provisions of this chapter.”

Also relevant are the following excerpts
from OEO Instruction 6000-2 (Applicability
of Directives), dated May 10, 1971, page 1:

“1. POLICY

“The general conditions of all OEO admin-
istered grants made under the authority of
Titles I-D, IT and III-B of the Economic Op-
portunity Act, as amended, provide that pro-
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gram funds expended under the grant are
subject to OEO directives. * * *

“2. BACKGROUND

“OEO's present issuance system is made up
of the following types of issuances which
either set forth policy and procedures io be
followed by a grantee or offer advice as to
how & grantee may better accomplish its
objectives: OEO Instructions, OEO Notices,
OEO Guidelines, and OEO Handbooks. * * *

“g. OX0 Instructions: These issuances set
forth policies and procedures and are bind-
ing on the grantees to which they are appli-
cable as shown in the Appendix to this In-
struction.”

It Iz clear that OEO Instruction 7501-1,
having been issued and promulgated by the
Director pursuant to express statutory au-
thority, constitutes a “statutory” regulation
in the sense employed in numerous iecisions
of our Office. As such it has the force and
effect of law; and the agency has no author-
ity to waive its requirements on a retroactive
and ad hoe basis. See, e.g., B-1568553, July 6,
1966; 43 Comp. Gen. 31, 33 (1963); 87 id.
820 (1068); 81 id. 193 (1851); 22 id. 895, 899
900 (1943); 21 Comp. Dec. 483, 484 (1915).
Compare 21 Comp. Gen. 550, 555 (1941). To
hold otherwise would un~ wmine the uni-
formity which such regulations are designed
to insure, and would be manifestly unfair to
other grantees which have complied with
aprlicable requirements. Moreover, once pro-
vision of a non-Federsl contribution has
been undertaken by acceptance of a grant
which incorporates this requirement, it be-
comes in effect an obligation owing to the
United States which cannot be walved or
given away. See 51 Comp. Gen. 162, 164-165
(1971); 47 id. 81, 83-84 (1967) and authori-
ties cited therein.

It remains to consider whether the three
CSEOO claims referred to in your letter may
be applied to the non-Federal contribution
requirement. As noted previously, we deter-
mined that these three claims actually con-
stituted required confributions under grants
other than CSEOO’s section 231 grant. None
of the three claims bears any relationship to
CSEOQO, The $38,800 and £20,000 items, relat-
ing respectively to grants by the Department
of Housing and Urban Development ard the
Department of Labor, require no further ex-
pilanation. The $276,700 item represents an
expenditure by the State of California in
satisfaction of a special condition imposed
under an OEO migrant program grant, which
required off-season maintenance of migrant
housing facilities. Accordingly, even if this
expenditure could somehow be related {o the
CSEOO grant, it d»es not appear to be “ex-
cess” with respect to the migrant program.

OEO Instruction 7501-1 merely imposes &
20 percent cash and/or in kind non-Federal
contribution requirement for section 231
grants, without further elaboration in terms
of the acceptability of particular claims. We
believe it is obvious, however, that a grantee
cannot apply a single claim in satisfaction
of more than one non-Federal contribution
requirement. Cf., 47 Comp. Gen. 81 (1967);
82 id. 6561 (1953); id. 141 (1952). Such double
credit would, of course, effectively nullify one
of these requirements. In any event, it ap-
pears that OEO Instruction 6802-08 (Non-
Federal Share), dated May 10, 1971, expressly
prohibits such double credit. This instruc-
tion states in part:

“The non-Federal share may be provided
by any public or private agency, but may
not include assistance provided through
other Federal programs, nor may any portion
of the non-Federal share under any other
Federal program be used to meet maiching
recruitments for community action pro-
grams. * * * (Italics supplied.)

Section 231 grants are part of community
action programs under title IT of the act. The
preface to OEO Instruction 6802-08 states
that it applies to all grants under title II;
and OEO Instruction 6000-2, supra, Appendix
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A, page 8, specifically indicates that Instruc-
tion 6802-08 applies to section 231 grantees.
For the reasons stated above, we conclude
(1) that the 20 percent non-Federal contri-
bution requirement set forth in OEO In-
struction 7501-1 constitutes a statutory reg-
ulation which is binding upon CSEOO and
cannot be walved; and (2) that the pur-
ported non-Federal contributions discussed
herein do not constitute valid claims against
this requirement. We have today trans-
mitted a letter to the Acting Director of
OEO advising him of the foregoing conclu-
gions, and requesting that OEO take appro-
priate action in accordance therewith.

We are forwarding a copy of this response
to your June 12 letter to the Honorable Chet
Holifield.

Sincerely yours,
ELmMER B, STAATS,

Comptroller General of the United States.

Mr. CRANSTON. Mr. President, the
GAO report validated virtually every
allegation made to the congressional
delegation the previous year. Subsequent
to receipt of the GAO report, on June 30
and July 11, National OEO announced
two new grants to the CSEOQO totaling
$683,000. On July 11, Senator TUNNEY
and I wrote to Acting Director Arnett re-
questing a full explanation of the ration-
ale behind these two new grants, which
I felt, and still do feel, were ill advised,
urging that strictly monitored special
conditions be impesed on CSEQO to in-
sure that the recommendations of the
GAO report were carried ouf by the
CSEOO and OEO, and to insure that
the findings contained in the report were
not repeated. On July 10, 1973, I wrote
to the Comptroller General requesting
his review of these two grants, as well,
in order to determine whether appropri-
ate steps had been taken by OEO to in-
sure that the findings refliected in the
GAO report did not reoecur.

Mr. President, I ask unanimous con-
sent that these two letters, along with
Mr. Arnett’s response, be printed at this
point in the RECORD.

U.B. SBENATE,
COMMITTEE ON LABOR

AND PUBLIC WELFARE,
Washington, D.C., July 10, 1973.

Hon. ELMER B. STAATS,

Comptroller General of the United States,
General Accounting Office, Washington,
D.C.

DesR Mg, COMPTROLLER GENERAL: As you
may know, subsequent to the June 14, 1973,
General Accounting Office report B-130515,
“Activities of the California SBtate Economic
Opportunity Office”—the findings of which
noted use of Federal funds for unauthorized
activities, substantial viclation of State and
Federal contracting, accounting and person-
nel requirements, and highly irregular pro-
cedures—the Office of Economic Opportunity
announced, on June 30, 1973, a new $382,000
grant to CSEOO.

To say the least, I have the gravest reser-
vations about OEO National’s decision to re-
fund a grantee with such a history of irregu-
larities and lack of contract compliance,

I, therefore, request that the G.A.O. imme-
diately review this new contract to deter-
mine if the conditions of the grant will en-
sure that the June 14 G.A.O. report recom-
mendations are carrled out and that the
apparent violations and Irregularities noted
in that report will not be repeated.

Additionally, your recommendations 7, 8,
and 9, in the April 4, 1973, G.A.O. report
B-130515, “Need for More Effective Audit
Actlvities, Office of Economic Opportunity,”
would clearly indicate that such a review of
this grant by G.A.O. is appropriate in order
to determine how and to what extent these
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recommendations in that report are belng
implemented by OEO.

In this regard, I frust that you will agree
that assurances from OEO National that
“corrective actions have begun” is hardly
satisfactory evidence. Rather, given the re-
peated violations of grant conditions by
CSEOQ and the subsequent retroactive
waliver or condonation of those conditions
by OEO National (a procedure about which
I raised serious guestions in my Jume 13,
1973, letter to you), I feel close scrutiny by
the G.A.O. of the conditions of the June 30,
1973, grant is essential to ensure that such
“corrective actions” are indeed taken.

In closing, I note that a month ago, on
June 12, 1973, I wrote you regarding several
matters which I felt should have been ad-
dressed In your original report, which you
were kind enough to provide me in advance
of release. I very much regret not having yet
received a response from you or any com-
munication from any member of your staff.
I am deeply concerned about the continued

unding of CSEOO by OEO National in the
face of your report findings, and ask that
you personally undertake the review of the
June 30 OEO grant to CSEOO and the find-
ings of your June 14 report. I look forward
to your early reply to this letter and my
June 12 letter.

Sincerely,
ALAN CRANSTON,

U.S. SENATE,
COMMITTEE ON LABOR
AND PuBLIic WELFARE,
Washington, D.C., July 11, 1973.

Mr. ALvin J. ARNETT,
Acting Director,
Office of Economic Opportunity,
Washington, D.C.

Dear MRr. AcTiNGg DiIREcTOR: We regret that
the first matter about which we write to you
in your new capacity as Acting Director of
the Office of Economie Opportunity is with
regard to our very serious and long stand-
ing concern about OEQ's funding of the Cal-
ifornia State Economic Opportunity Office
(CSE0O).

Before turning to that subject, we want
to express our strong support for your ac-
tions since assuming leadership of OEO to
override the veto of the Mississippl Legal
Services Program, and your decision to ex-
tend funding for legal services back-up cen-
ters through the conclusion of this calendar
year,

However, we have the gravest reservations
about the justification for the eleventh-hour
new $382,000 grant to CSEOO announced
June 30, 1973.

We are sure you are familiar with the find-
ings of the June 14, 1973, G.A.O. report No.
B-130515, “Activities of the California State
Economic Opportunity Office,” which indi-
cate substantial violation of grant provision
and other applicable Federal and State pro-
cedures and requirements, inappropriate and
improper accounting and personnel proce-
dures, use of Federal funds for unauthorized
activities, and, at best, highly irregular prae-
tices by the State agency. We have long felt
that the CSEOO has not acted in the best
interests of the poverty community, and feel
that the findings in the G.A.O. report re-
quire a radical reorganization and person-
nel turnover in the state agency before fur-
ther Federal funding is even considered. At
the very least, the G.A.O, report requires a
careful review and continuing very close
monitoring of the State agency by National
OEQ if further Federal funds are to be rein-
vested in this sorry venture.

As you are undoubtedly aware, the G.A.O.
recommendation stated:

*. .. that the Acting Director, OEO, see
that the corrective action proposed by CEEQO
and the OEO San Franclsco reglonal office
is taken.”

It is our understanding, that although the
grant was announced on June 30, negotia-
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tions between CSEOO and OEO National
regarding the special conditions of the grant
are not yet completed. We would urge that
in any such negotiations OEO National in-
sist upon conditions which will ensure that
the irregularities found in the G.A.O. report
and which have been so characteristic of
this grantee will not again be repeated, and
that careful monitoring by OEO National of
the grantee’s compliance with such condi-
tions be provided for and carrled out
throughout this program year. (Such action
by OEO Natlonal would be consistent with
the April 4, 1973, G.A.O. report, “Need for
More Effective Audit Activities—Office of Eco-
nomic Opportunity” recommendations 7, B,
and 9—with which the Agency generally
agreed—regarding the necessity for verifica-
tion of correction action by grantees.)

We also request that you forward us im-
mediately a copy of the entire CSEOO grant
package as announced June 30, and copies of
any subsequent amendments to the grant
conditions which may occur.

Finally, we thought you should be aware
that Senator Cranston has asked the Comp-
troller General to review this new CSEOO
contract with a view toward ensuring that
the irregularities noted in the June 14 G.A.O.
report are not continued or repeated.

Thank you in advance for your attention
to this very serious matter. We look forward
to your early reply.

Sincerely,
ALAN CRANSTON,
JoHN V, TUNNEY.

OrrFIicE oF EcoNomIC OPPORTUINTY,
Washington, D.C., July 17, 1973.
Memorandum to: Alvin Arnett, Director
Designate.
From: Alan Freeman, Deputy Director, Di-
vision of State & Local Government.
Subject: Status of California State Economic
Opportunity Office.

This is in response to the statements made
in the July 11 letter from Senators Alan
Cranston and John Tunney of California.

First, the lateness of the $382,000 refunding
grant was attributable to the lack of grant
making authority. The announcement was
the same date as all other SEOOs in Region
IX and within days of other regions. Con-
sistent with our refunding of SEOOs, the
amount is a reduction by 409 of the prior
year funding level for a duration of seven
months starting July 1, 1973, Region IX has,
however, applied some special conditions (see
attached correspondence from Regional Office
to Sal Espana dated June 30, 1973) that bars
grantee from expenditure of $140,000 grant
funds until resolution of the excess federal
participation. On July 14, 1973, after meeting
of grantee and regional office, the CSEOO
agreed to accept audit disallowance in their
letter to you of that date. (Attached here-
with)

Pending final acceptance in Regional Office
of that proposal, CSEOO appears to have met
needs of special conditions. Rest assured
that the Division of State and Local Gov-
ernment, who has the prime responsibility
to oversee activities of the SEOOs, is care-
ful and alert to the need for special moni-
toring of this grantee.

The GAO Report “Activities of the Cali-
fornia SEOO" covers a long period of time
(1966-1972) and many changes have been
made to date and others are in the process.
The Executive Director has held his job only
a few months and is attempting to com-
ply fully with OEO guidance procedures.

I have requested from the Regional Direc-
tor a copy of the 1973 CSEOQO grant package
for the Senators and will forward it when it
arrives, Amendments to grant conditions are
attached.
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June 30, 1973.

SAL EsPaNa,

Executive Director, California State Office of
Economic Opportunity, Sacramento,
Calif.

GeENTLEMEN: I am pleased to inform you
that a grant action has been approved to
assist you to finance the program referred
to in the enclosed Statement of OEO Grant
and attachments. This grant action, however,
is subject to your acceptance of the condi-
tions described In the grant and attachments
and to the action of the Governor of your
State. You will be advised of the Governor's
action.

If you accept the grant, funds will be
available to finance allowable costs incurred
beginning with the date shown in Block 3 of
the Statement of OEO Grant. You are cau-
tioned, however, that if the Governor should
disapprove the proposed program within 30
days afer receiving a copy of the grant action,
any expenses incurred by you (even though
after the date in Block 3) cannot be charged
to grant funds, if the grant is not favorably
reconsidered by OEO.

The enclosed instruction set forth pro-
cedures to be followed in the interim period
to expedite the release of funds if the grant
becomes effective.

We wish you success in your program.

Sincerely,
THoMAS H. MERCER,
Regional Director.

Enclosures:

Original and one copy of the Statement of
OEO Grant (OEO Form 314) including
attached pages of modifications/conditions.

OFFICE OoF EcoNoMIC OPPORTUNITY,
STATEMENT OF OEO GrANT,
July 1, 1973.

1. Name and address of grantee: California
State Office of Economic Opportunity, 565
Capitol Mall, Room 325, Sacramento, Cali-
fornia.

2. Grantee No, 90455, fund source code S,
fiscal year 1973, action No. 04.

3. Effective date, July 1, 1873.

4. Obligation date (Date mailed to Gov-
ernor or Grantee).

5. Program year: from July 1 to June 30.

6. P.A. No. T7.

7. Program activity code GIN1.

8. Program account name, State Agency
Assistance.

9. Federal funds awarded this action, 382,-
000.
10. Required non-Federal share:

11. Amount, 276,604°.

12. Termination date (If applicable).

13. Planned minimum No. months funding
provided, 7.

14, Total, 382,000.

*This grant action includes a non-Federal
share charge to resolve audit adjustment per
audit No. 8-73-156 (8T).

STATEMENT OF OEO APFROVAL

Federal funds as shown in Column 9 are
hereby obligated for the program proposed
by the graniee as noted above and in the
attachments to this statement. Program ac-
count budgets may be meodified by the
grantee only under general flexibility guide-
lines or in accordance with written OEO ap-
proval. The non-Federal Share may be met by
pooling as allowed by OEO Instructions.

Approved by: Thomas H. Mercer, Regional
Director.

Signature, E. Gonzales,

Date, June 26, 1973.

GRANTEE ACCEPTANCE OF GRANT

On behalf of the grantee, I accept the
grant and all medications, general condi-
tions, special conditions 1 through s
and requirements attached hereto. There are

pages attached to this form.

September 12, 1973

OFFICE OF ECONOMIC OPPORTUNITY,
COMMUNITY ACTION PROGRAM,

SPECIAL CONDITION

1. Name of grantee: California SEQO.

2. Grant No. 90455; program year—1973;
Action No. 04.

3. Special condition applies to all program
accounts in grant action.

This grant is subject to the Special Condi-
tion below, in addition to the applicable
General Conditions governing grants under
Title II or ITI-B of the Economic Opportunity
Act of 1964 as amended.

I. Grantee shall expend not more than
$242,000 of the federal funds awarded in this
grant action pending resolution of the ap-
parent excess federal participation of 138,335
In Audit No. 9-78-156 (ST). The remaining
sum of $140,000 shall not be expended umtil
a resolution of the excess federal participa=-
tion is reduced to writing by OEO and trax =
mitted to the grantee.

II. A non-federal share amount of 276,604
has been required on this grant action pend-
ing resolution by OEO in writing of the ac-
ceptability of $276,694 in claimed non-federal
share earned by Migrant Services as reported
in Audit No. 9-73-156. Pending receipt by the
grantee of written resolution by OEO of this
non-federal claim, grantee shall provide sald
non-federal share during the course of its
program operations funded by this grant
action.

(See attached audit letter).

OrFice oF Ecowomic OPPORTUNITY,
San Francisco, Calif.
Mr. SALVADOR J. ESPANA,
Director, State of California Office of Eco-
nomic Opportunity,
Sacramento, Calif.
Re: Audit No. 9-T3-156-(8T);
CG—-0364-F

Dear Mr. Espana: In accordance with our
audit review procedures, we have reviewed
your response to the above-referenced audit
and the following is our determination:

A. Accounting System and Internal Com-
trols.

In your response you did not comment on
the auditor's findings relative to this item
nor did you indicate the action taken to
correct the deficiencies noted. You are ad-
vised to insure that corrective action is,
in fact, taken. The results will be evaluated
during a subsequent audit,

B. Questioned Costs—$399,552.

1. Federal Share—§7.464.

a. Salary Paid in Ezcess of OEO Regula-
tions—3§7,464.

In your response you stated that you ac-
cepted the disallowance for this item and
that you would reimburse your current Fed-
eral grant from State funds.

We accept your response and $7,464 is dis-
allowed. In addition, we accept your meth-
od of settlement and will expect your un-
expended Federal funds balance for the
funding period ending June 30, 1973 to reflect
the $7,464 being replaced by State funds.

2. Non-Federal Share—$392,088.

The auditor questioned the non-Federal
share expenditures, totaling $392,088, because
they were unallowable and excessively valued,

In your response you indicated that you
have withdrawn your claim for non-Federal
share, totaling $115,394. In addition, you
stated that you have requested a ruling from
headquarters OEO as to the acceptability of
$276,604 in non-Federal share credits earned
by Migrant Services. You further asked OEO
to defer settlement until a decision has been
reached.

We accept your withdrawal of the non-
Federal share claim; however, we cannot
grant you the regquested deferment. This re-
sults in excess Federal share participation of

Grant No.
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$438,335, as computed below, which must
beremitted to OEO.

COMPUTATION OF REQUIRED NON-FEDERAL SHARE

3854, 682
$105, 400

$749, 282

Totzl Federal budget (including reprograming). ...z
Less F/2 which did not require non-Federal share...

Federal budget subject to non-Federal share_..

Non-Federal share required (25 percent of
Foderal share). ..o e $187, 296
Total grant budget:
ederal $854, 682
§187, 296

$1, 041,978
Maximum Federal share $854,682-+-%1,041,978=82

Note:
percent.

COMPUTATION OF EXCESS FEDERAL PARTICIPATION

l’edmr.all expenditures per this audit
o AR G AR e BT
Less audit disallowances (SEQO stated

will be reimbursed to grant)_........
per this

$838, 764
$7, 464

Non-Federal contributions
L report

855 .
Non-Federal _ contribu-
tions by SEOO with-

$484, 303

§115, 394
$276, 694

Unauthoriced  transfers
from migrant program_

Contributions required to
settle prior audit_dis-
allowances per Grant
Action 72/04

Total expenditures
Maximum Federal rate (percent).

Maximum Federal expenditures
Actuzl Federal expenditures.

Excess Federal participati $138, 335

Although we have disallowed the above,
if the OEO General Counsel renders a de-
cision in your favor regarding the acceptabll-
ity of the non-Federal share credits gener-
ated by the Migrant Program, OEO will make
the necessary adjustments resulting from
this disallowance.

SUMMARY

We have disallowed $7,464 in Federal share
expenditures, which you are to reimburse
your current grant from State funds.

We have also disallowed $138,335 in excess
Federal participation, as the result of your
withdrawal of $115,394 in non-Federal share
claims and the unacceptability of $276,694
in non-Federal share credits earned by the
Migrant Services, pending an OEO ruling.

Unless you appeal the above determination
within thirty (30) days from the date of this
letter, this determination shall become final,
Any appeal within thirty (30) days should be
in accordance with OEO Instruction 6801-1,
“Grantee Fiscal Responsibility and Audit-
ing,” dated August 65, 1970, as amended.
Bhould you decide to appeal, please mall your
appeal to the Regional Director, Office of
Economic Opportunity, 100 McAllister
Street, San Francisco, California 94102.

Sincerely,
Carr W. SHAW,
Chief, Administraiion & Finance Division,

The PRESIDING OFFICER. Without
objection it is so ordered.

Mr. CRANSTON. Mr. President, I did
not find Mr. Arnett’s memorandum in
response to my July 11 letter to be at all
satisfactory and questioned him exten-
sively during his confirmation hearing
with regard to OEO National’s responses
to the GAO report, and also submitted
additional questions to him following the
hearing on this same matter. Mr., Presi-
dent, I ask unanimous consent that the
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relevant passages from the hearing tran-
seript, along with my subsequent written
questions submitted to Mr. Arnett and

-his August 2 written answers and the ac-

companying backup materials to which

he refers in his response, be printed in

the Recorp at this point.

The PRESIDING OFFICER. Without
objection it is so ordered.

SENATOR CRANSTON QUESTIONS OF ALVIN J.
ARNETT, SENATE LABOR AND PUBLIC WELFARE
CoMMITTEE NOMINATION HEARINGS
Senator CransToN. Thank you very much,

Mr. Chairman.

Mr. Arnett, as you know, I have had a
long-standing concern about OEO Nationals
continued funding of the California State
Office of Economic Opportunity. The state
agency has come to the attention of this
Committee on several occasions, perhaps
most clearly during the consideration of the
nomination of one of your predecessors and
the entire controversy which surrounded the
C.8.E.0.0.s evaluation of California Rural
Legal Assistance (C.R.L.A.), one of the most
effective legal services programs in the na-
tion. At that time, then OEO Director Car-
lucci ordered an evaluation of the charges
made by the Commission on C.RL.A. &
panel made up of three justices of State Su-
preme Courts—very, very eminent, highly
qualified people.

I would like to cite for you some of the
comments made by the C.R.L.A. Commission
regarding C.S.E.0.0.s evaluation of Cali-
fornia Rural Legal Assistance:

“Following a most careful consideration of
the many and various matters set forth in
the California Evaluation"”—this refers, of
course, to the C.S.E.0.0. evaluation of CR.-
L.A—"“the Commission is of the opinion
that, except to the very limited extent men-
tioned elsewhere herein, the charges of
wrongdoing on the part of C.R.L.A. set forth
in the California evaluation are unfounded
and without merit.”

“The evidence in the Uhler Report”"—again
this refers to the C.R.L.A. evaluation by
CSEO0.O0—"and the evidence adduced
thereon, do not, either taken separately or as
a whole, furnish any justification whatso-~
ever for any findings of improper activities
by CR.L.A."

“The evidence adduced completely exon-
erates CRL.A, as an organization of any
wrongdoing.”

“The Commission finds that these charges
by C.B.E.0.0. were totally irresponsible and
without foundation.”

This, Mr. Arnett, is the result of a study
which cost the taxpayers an estimated half-
million dollars—§500,000 to decide that
C.8.E.0.0. had conducted an evaluation that
was “totally Irresponsible and without
foundation.”

I suppose we would call that water under
the bridge or money under the bridge, ex-
cept it is a pattern that has been repeated
consistently by this state agency. In fact,
the new Director of the C.5.E.0.0. was one
of the investigators that compiled the origi-
nal, totally discredited, C.R.L.A. evaluation.

I am particularly concerned about your
recent June 30 grant of £382,000 and the July
11 grant of $301,000 to C.8.E.0.0. I have long
felt that C.8.E.0.O0. has not acted iIn the
best interest of the poverty community. I
am at a loss to determine the justification
for these most recent grants. The grants
seem particularly unjustifiable in light of
the findings of the June 14, 1973, GAO re-
port, called “Activities of the California
State Economic Opportunity Office,” which
indicates, substantial violation of grant and
contract procedures, and use of federal funds
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for unauthorized and, at best, highly irregu-
lar practices by the state agency.

As you know, on Jumne 11, 1973, Senator
Tunney and I wrote you regarding this very
important matter and I appreciate the copy
of the preliminary O.E.O. memorandum on
this matter which you have provided me.

Mr. Chairman, I ask that my July 11 let-
ter to Mr. Arnett and his response which I
understand is on the way to me today, and
OEO memorandum, along with the July 10
letter on the same matter which I wrote
to the Comptroller General be placed in the
hearing record at this point.

The CHAIRMAN. They will be.

Senator CransTONM. After reviewing the
preliminary O.E.O. memorandum and the
two special grant conditions which were at-
tached to the $382,000 grant, I must say that
I do not feel it answers the issues raised in
my June 11 letter, and I would like to give
you a more precise statement of my con-
cerns and get your responses now for the
record.

So, first, it is true, is it not, that you are
familiar with the June 14 GAO report which
we discussed on Tuesday?

Mr. ArnNETT. I have seen it. I have not
absorbed it, Senator.

Senator CransToN. Secondly, the OEO
National Deputy Director for the Division
of State and Local Governments has advised
me that the two grant conditions listed in
the document you forwarded to me are the
only two conditions of the June 30 grant.

They relate to some $414,000 in questioned,
non-federal share claims arising out of prior
C.S.E.0.0. grants, I belleve this issue should
be resolved before any more funds go for=-
ward to C.S.E.0.0. particularly in light of
the GAO June 14 report, which raises serious
questions about this entire matter, by point-
ing out that most of this amount relates to
C.8.E.0.0.'s attempt to double count as its
local contribution funds required to be put
up as the non-federal contribution to re-
ceive other grants. The O.E.O. response to
this finding of the GAO report was perhaps
its most evasive of many evasive answers:

“The matter is under review by the O.E.O.
Office of the General Counsel.”

This morning I was advised that the sec-
ond condition regarding $277,000 double
counting of a non-federal share contributed
under a migrant grant was deleted. What is
the status of that matter? Has the General
Counsel issued a ruling? If not, why was the
condition deleted?

Mr. ArNETT. I have no idea as to either
question.

Senator CransToN. Would you find out?

Mr. ArnNETT. Yes, indeed. After the visit
with you, you queried me on both of these
grants, I am headed out to California in
August on the hearing on Southern Alameda.
I have asked that I be fully brought up to
date on these C.S.E.0.0., grants, as well as,
just as soon as I can get to bottoming out
the answers.

Senator CransToN. I presume we do not
have to wait for you to go to California in
August to learn answers to these questions?

Mr. ARNETT. No, I am gathering a California
package as it were.

Senator CrawnstoN. I have written the
Comptroller General requesting his legal
opinion on the matter and ask that that
letter along with a response which I under-
stand is on its way to me be entered into
the record at this point.

The CEATRMAN, They will be.

Senator CranstoN. Why should the fund-
ing go forward, and indeed need it go for-
ward while there is a legal review under way
of the legality of these actions?

Mr. ArNETT. Senator, I think it need not go
forward.
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Senator CransToN. Fine. Does that mean it
will not go forward?

Mr. ArnveTT. It Will not go forward.

Senator CransTON. Thank you. I would like
to ask you several gquestions Na-
tional OEO's response to GAO conclusions
which began on page 57 of the report and
which relate In a very real way to the need
for special conditions on the new C.8.E.0.0.

nts.

In GAO conclusion No. 1 1t is polnted out
that:

“C.S.E.0.0. did not comply with the spe-
cial conditions of the 1972 grant which pro-
hibited the conduct of investigations and
unilateral evaluations. The OEO San Fran-
cisco Office was aware that
C.85.E.0.0. was conducting unilateral evalua=-
tions and found them wuseful for assessing
grantee performance. OEO made no effort to
prevent C.5.E.0.0. from conducting evalua-
tions or to modify the restrictions in the
grant. OEQ apparently was not aware of
C.8.E.0.0.'s Investigative activities.”

The OEO response reads as follows:

*“The special conditions of the 1971-18972
grant which prohibited investigations and
unilateral evaluations were not met. It must
be understood, however, that the work pro-
gram could easily have been construed as
contrary to review rights secured all Gover-
nors through the Economic Opportunity Act.
Normally, evaluations are an appropriate and
expected function to be performed by a State
Economic Opportunity Office. The conditions
promulgated in that work program have been
deleted from subsequent C.5.E.0.0. work
programs. The evaluations and investiga-
tions were performed with full knowledge on
the part of O.E.O. Hence, it may be said that
these restrictions were implicitly waived by
the Agency."

As you may have noticed, in reviewing the
report, the San Francisco Reglonal Office and
OEO National differ in that Regional OEO
disclaims knowledge of any of the “investi-
gations,” whereas OEO National's response
indicates full knowledge of the “investiga-
tions."” What is the basis for the conflict re-
flected here? Do you know?

Mr. ArNETT. No, I do not.

Senator CransTon, Would you try to find
out and advise us on that?

Mr. ARNETT. Yes, indeed.

Senator Cransron. What is your view on
implicit waivers of OEO grant conditions?

Mr. AsnETT. I have no idea that there is
such a thing, as an implicit waiver. It would
seem to me on any wailver it must be an ex-
plicit act.

Senator CransToN. Can we assume you will
halt that practice.?

Mr. ArNETT. Yes, indeed.

Senator CransronN. OEQ Regulations, titled
“General Conditions Governing Grants”
state:

“Requirements found in grant conditions
or OEQ directives may be walved only by a
written notification signed by an authorized
OEO official. Any such wailver must be ex-
plicit, no waiver may be inferred. .. .”

Bo, there are current regulations backing
up what you say you will do?

Mr. ARNETT., Yes.

Senator CransToN. Could you explain why
there is no special conditions regarding this
matter of investigations and unilateral evalu-
ations attached to the present grant—since it
is an area dating back to the C.R.L.A. Com-~
mission Report, in which C.8.E.O0.0. has been
particularly recalcitrant and has seemed to
have wasted a great deal of money?

Mr, ArNETT. At this particular time I can-
not respond.

Senator CramsTON. We would appreciate
your explaining as soon as you can.

Mr. Aswerr. The California package is
growing larger.

Senator CranstonN. Would you not think
that perhaps some very concise and tight spe-
cial conditions would be in order in a rela-
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tlonship to any grant that might be made In
the light of this sort of history?

Mr, ARNETT. A response to that, a
special condition is only as good as the en-
forcement.

Senator CransTON. Nonetheless, special
conditions set ground rules, and you can see
whether they will be lived up to.

Mr. ArNeTT. That is true.

Senator CransTON. In response to GAO con=-
clusion No. 2 regarding unqualified person-
nel, OEO stated that a “cursory review"” of
C.S.E.0.0.'s staff qualifications demonstrated
a respectable degree of “sultability.”

Now, in light of the GAO finding that “it
was questionable as to whether 13 of the 27
professionals employed as of August 1972 met
specific job qualifications,” and that 10 of 27
employees received salaries in excess of OEO
limitations, do you not think that more than
& "ecursory review" is appropriate?

Mr, ARNETT. Yes, I do.

Senator CrawnsTOoN. Could you provide us
with some specific idea of what OEO Na-
tional intends to do to see that the situation
with regard to C.8.E.0.0. personnel hiring
practices is corrected?

Mr. ArnETT. Senator, if I could have as
much as a week, I think I could have some
full answers to you on each of these inquirles.

Senator CransTON. It 1s understood that
as I understand 1t, at least during that week
there will be no grant funding golng forward,
unless all these matters are cleared up?

Mr. ArNETT. That is right.

Senator Cranston. In response to GAO
Conclusion Number 3—regarding the unau-
thorized utilization of consultant fees—
which equaled more than $67,600 and in-
cluded such occurrences as one contract in
which the C.8.E.0.0. could not even produce
one copy for GAO investigators of a report
on legal services done by one of its consul-
tants, OEO stated that:

“An expenditure for consultant services is
normally allowed under the general funding
for ‘technical assistance.’ The C.S.E.0.0.s
internal controls over contracting were in-
adequate in the past, but have now been cor-
rected. The procedures adopted are consistent
with GAO's recommendations.”

Could you please tell the Committee pre-
cisely what those C.8.E.0.0. contracts are?

Mr, ARNETT. I will have them for you, yes,
sir.

Senator CrawsToN. You can submit that for
the record.

Mr. ARNETT. Yes.

Senator CransTOoN. How does OEO intend
to monitor the grants for that particular
purpose?

Mr. ARNETT. Well, that is why it will take
me a week. The mechanism for monitoring
that I would like to have in place, simply is
not in place at this moment. Part of the prob-
lem arising here comes from internal head-
quarters, a weakness that I am simply going
to have to harden up.

Senator CransToN. You will strictly moni-
tor whatever grants go forward to C8.E.0.0.?

Mr. ARNETT. Yes, sir.

Benator CransTonN. GAO Conclusion Num-
ber 4 states: "Although OEO established a
policy in April, 1970, of requiring grantees to
return prior years unexpended funds to the
U.S. Treasury, the policy was not required by
law and the C.5.E.0.0. was permitted to re-
tain its prior years unexpended funds.” OEO's
response was:

*It is correct that C.8.E.0.0.’s in California
and a number of other states as well as other
OEO grantees, have been permitted to use
carryover balances.”

I would like to say, Mr. Arnett, that that
response rather obviously ducks the question.
Could you elaborate on the OEQ policy as it
will be under your direction, should you be
confirmed with regard to carryover balances
and unexpended funds?

Mr. ARNETT. Yes, sir.

Benator CransToN. Do you have any com=-
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ment on that generally today—without a
specific statement?

Mr. ARNETT. I would rather respond to you
when I can be much more sure of the facts.

Senator CransTon. All right, GAO Conclu-
slon Number 6 states:

“In addition, CSEOO did not fully comply
with the 1972 grant concerning the establish-
ment of an advisory committee and the prep-
aration and implementation of an affirma-
tive action plan.”

The OEO response says the situation has
been corrected.

Prescisely what steps have been taken by
C.S.E.0.0. in that regard?

Mr. ARNETT. I will get the answers on that
for you, Senator,

Senator CransToN. How many members of
the advisory committee have been selected?
{ Pr;-sume you will answer that also in writ-

ng

Mr. ARNETT. Yes, sir.

Senator CransToN. How many meetings
have the advisory committee held in the last
six months? And what steps have been taken
to implement the required affirmative action
plan; and finally, could you provide the Com-~
mittee with a specific listing of the employees
who have been hired In keeping with the
plan and how they meet plan goals?

Mr. ArneTT. I WilL

Senator CransTtoN, The State Agency has
been performing one function, and one func-
tion only for several years. Reviews and in-
vestigations—investigations which are of
highly questionable validity—of grantees. No
technical assistance has been provided of
any measurable guality. The relations of the
C.5.E.0.0. with the poverty community have
been shown by the G.A.O. investigation to be
negligible at best. I simply cannot understand
this notion of funding the California Gov-
ernor's Office to carry on its own private war
on anti-poverty programs.

I could sit here all day and cite reviews
of that agency—but I imagine even Mr,
Arnett will concede that C.5.E.0.0.'s function
as an anti-poverty agency is somewhat
dubious.

To my knowledge, we have not yet initiated
& no-strings, revenue sharing to Governors
for their own version of anti-poverty activi-
ties. Yet this grantee, repeatedly in violation
of OEQO regulations, OEO guidelines, state
procedures and regulations, and its own grant
conditions—and apparently with OEO's
silent, if not actual, consent—keeps getting
federal funds.

In view of all of this, Mr. Arnett, can
you explain why there are fewer speclal con-
ditlons on this latest grant than on last
year's grant?-

Mr. ArNETT, Not at this time.

Senator CransToN. Why do regional OEO
employees advise us that, contrary to Na-
tional OEO claims, they have not done new
monitoring of the grantee?

Mr. ArNeTT. Again, I have no knowledge,
Senator.

Senator CransToN. I trust you understand,
Mr, Arnett, that all I have sald regarding
the June 30 $382,000 grant applies fully to
the July 11 $301,000 grant, as well?

Mr, ARNETT, Yes.

Senator CransToN. In regard to the monl-
tors that you will be employlng, what sort
of people do you have in mind, what sort
of background, what sort of qualifications?

Mr. ARNETT, Just better than they are now,
is all I can say at this point in time.

Senator CraNsTON. Are there any now?

Mr. ArneTT. There may be. I have got to
search out the headquarters operator, just
simply find the very best people. I do have
personnel problems, and all sorts of reorgani-
zation problems that 1s next on my agenda.

Senator CrAnsTON. Part of the personnel
problems obviously relate to OEO consult-
ants recently brought on board of the
consultants and other temporary employees
retained by Mr. Phillips, how many now
remain on the payroll?
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Mr. ArnNeTrT. I have 16 consultants re-
maining.

Senator CransToN. What are your inten-
tions with respect to those?

Mr. ARNETT. Well, you know, I really do not
know who they are at this point in time. I
am not adverse to using consultants. As a
matter of fact, they are very handy fellows
from time to time. I would like to make an
assessment as to just exactly who these
16 are, what they do, and if indeed they are
brought in for phase out purposes, they will
be phased out. It is my understanding we
are down now to 16 people who were here,
who antedated Phillips, as a matter of fact.
Sixteen consultants at OEO is a miniscule
amount.

Seantor CraANsTON. Would you submit to
the Committee a list of these who are now
there, their resumes and their assignments?

Mr. ARNETT. Yes.

ADDITIONAL QUESTIONS OF SENATOR ALAN
CRANSTON FOR ALVIN J. ARNETT—NOMI-
NATED To BeE DIRECTOR OF THE OFFICE OF
EconoMic OPPORTUNITY

Mr. Arnett, it has come to my attention
that your predecessor, Mr. Fhillips, took
some action to order the repeal of OEO In-
struction 7501-1 (Role of State Economic
Opportunity Offices), which had been issued
March 25, 1970. This Instruction, in para-
graph 9(b) stated:

“The state's share for funding under sec-
tion 231 shall be a minimum of 20 percent of
the total cost of the operation in cash and/or
kind.”

It is my understanding that while the new
policy did not go into effect durlng Mr,
FPhillips’ tenure, this longstanding non-Fed-
eral share requirement has now been elimi-
nated for all grants to State Economic Oppor-
tunity Offices (SEOOs)—effective with the
FY 1974 grant period,

I have enclosed a copy of the July 20, 1973
response of the Comptroller General—a com-
parable letter has already been forwarded
directly to you—to my June 12, 1973, letter
to him requesting an opinion on the entire
non-Federal share issue raised in the G.A.O.
June 14, 1973, Report, “Activities of the Cali-
fornia State Economic Opportunity Office.”
The Comptroller General's letter concludes
that O.E.O. Instruction 7501-1 is a statutory
regulation with the force of law, which can-
not be waived selectively.

I have now asked the Comptroller General
whether it can be revoked across the board
retroactively in view of the following three
questions (and several others) :

1. It is my understanding that, as part of
the U.S. District Court Judge Jones’ deci-
sion with regard to the continued operation
of the Office of Economic Opportunity—con-
sistent with Congressional intent—the Judge
found that all policy issuances, directives or
instructions, or the repeal of same, which
were not published in the Federal Register
for the 30 day advance period required un-
der section 623 of the Economic Oppor-
tunity Act of 1964, were invalid. I should like
to know how under this Court ruling the 20
percent non-Federal share requirement for
SEOOs set forth in OEO Instruction 7501-1
was repealed without prior publication in the
Federal Register. As a corollary, since all
actions of Mr. Phillips have been inwvall-
dated by the Senators' sult, what actions
have you taken in compliance with section
623 to repeal the instruction?

2. This non-Federal share request has
existed for many years with Congressional
acquiescence through several extensions of
the Economic Opportunity Act of 1964. Has
not it become, to use the Comptroller Gen-
eral’s words, a regulation “with the force and
effect of law"” which now would require, as
part of its legislative history, some expression
of Congressional approval in order for its
repeal to be effective? I might cite you to
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numerous holdings by the Veterans Admin-
istration to exactly this effect with regard to
G.I. Bill interpretations and regulations.

3. In light of SEOOs substantial access to
non-Federal share resources, particularly in
comparison to other OEO grantees, do you
think the elimination of this requirement
would be good policy in view of OEO’s ad-
mittedly limited funds? Further, is it an
equitable or appropriate policy for an anti-
poverty agency to continue to require the
poorest grantees to provide local shares, but
not to require governments to do so?

CONSUMER PROGRAMS

4. Mr. Arnett, the October 1972 amend-
ments to the Economic Opportunity Act
added a new section 228 which I authored,
authorizing an annual expenditure of $7.5
million for Consumer Action and Cooperative
Programs. No funds were spent under this
suthority in FY 1973. I think it is evident
that no other agency deals with the unique
problems of poor consumers, such as avail-
ability of credit, higher cost and poor quality
of goods and services, and the inability of the
poor person to enforce his rights through an
expensive and often slow judicial system. Do
you plan to develop and carry out a program
in the coming year that will address itself
to the problems of the poor consumer?

5. Mr. Arnett, there are some 250 low-
income credit unions started with the help
of OEO, with over 100,000 members and $11
million in savings, that desperately need help
if they are to survive and grow to become
meaningful resources for their communities.
Have you planned or do you plan any pro-
gram of support for these credit unions that
will help them achieve self-sufficiency?
RESPONSE OF DIRECTOR-DESIGNATE ALVIN J.

ARNETT TO SENATOR CRANSTON'S ADDITIONAL

QUESTIONS
[U.S. District Court of the District of Colum-

bia—Civil Action No. 1285-T3]

NATIONAL LEGAL AIn AND DEFENDER ASSOCIA-
TION, PLAINTIFF, V. ALVIN J. ARNETT, IN-
DIVIDUALLY, AND AS DiIRecTorR, OFFICE OF
EconomIic OPPORTUNITY, DEFENDANT

ORDER

Pursuant to the consent of the partles, it
is Ordered, Adjudged and Decreed that the
Temporary Restralning Order entered on
July 1B8th, 1973, is hereby extended until the
Defendant takes the proper action to grant
the £208,5674 to the Plaintiff, but no later
than 5:00 P.M. on Friday, August 3, 1973,

Dated this 27th day of July, 1973.

W. B. JoNES,
Judge,

OrFicE oF Economic OPPORTUNITY,
August 2, 1973.

Hon. HarrisonN A. WiLriams, Jr.,

Chairman, Senate Committee on Labor and
Public Welfare, U.S. Senate, Washing-
ton, D.C.

Dear SENATOR WiLLiams: This letter is in
reply to questions raised by Senator Cranston
at the July 20 hearing of the Committee on
Labor and Public Welfare and in a subse-
quent memorandum to the Committee re-
garding the California State Economic Op-
portunity Office.

As I Indicated at the hearing, I am giving
heavy priority to a range of OEO-related
problem areas in California. To expedite res-
olution of some of them following the hear-
ing, I called the parties to Washington. Prog-
ress has been made and continues to be
made, so please view this response by way
of a progress report and an indication of my
earnestness in attempting to solve some of
these problems.

The Office fo Economic Opportunity will
be making a comprehensive reply to the
Comptroller General with respect to the
issues raised in his report, B-13015, entitled
“Activities of the California State Economic
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Opportunity Office,” as well as in his letter
of July 20, In addition, Senator Cranston’'s
memorandum raises new questions for anal-
ysis by the Compiroller General; and, we
expect to have the opportunity to furnish
our viewpoints in comprehensive form for
use by the Comptroller General in reaching
a final determination.

Secondly, we are forwarding coples of the
GAO report to the CSEOO, with a request
that the CSEQO, as grantee, assume the pri-
mary responsibility for furnishing detailed
responses to specific questions or criticisms.
Upon receipt of a written report from the
grantee, the Office of Economic Opportunity
will furnish additional comments, as appro-
priate.

Beyond that, permit me to respond on the
following matters:

1. The two grant actlons previously ap-
proved by OEO officials (T, 106—Transcript
of Proceedings, July 20, 1973, Page 106) are
under an administrative hold, whereby no
funds can be released to the CSEOQO. How-
ever, I would anticipate ultimately releasing
those monies, if and when the OEO San
Francisco Regional Office successfully renego-
tiates its grant to the CSEQO.

2. That renegotiation is based upon several
changes of the CSEOQOO position which are
more fully described in paragraph 3 below,
and upon the grantee's acceptance of ade-
quate special conditions, to include a re-
quirement that the grantee satisfactorily re-
spond to the GAO Report. Upon completion
of these steps, I would probably be satisfied
that this agency can continue to provide
federal financial assistance to the California
State Office in the same manner as assist-
ance is supplied to similar offices in all of
the other states.

3. With respect to the questioned non-
Federal share, (T. 107-108) please know these
recent developments:

(a) CBEOO has withdrawn its request for
a credit of $276,6904 under the 1972 OEO
grant.

(b) CSEOO has accepted the audit dis-
allowance of $138,335.

(c) The State of California is contribut-
ing $131,500 and an additional amount ap-
proximating $28,000, towards the costs of
conducting current OEO approved programs.

Attached are coples of relevant letters,
dated July 18 and July 27, from the SEQO
Director.

4. With respect to the reported confilct
between OEO headquarters staff and OEO
reglonal staff on the grantee's operations,
it appears that the problem is primarily one
of interpretation of events. I have not yet
reached a complete understanding of these
events, and I am still pursuing a full ex-
planation. In any event, I intend that similar
problems will be avoided In the future with
closer communication and coordination
among OEOQ offices dealing with the same
grantee.

5. With respect to the matter of implied
waivers of grant conditions (T. 111), I fully
concur that all grant conditions should have
been met. However, General Counsel ad-
vises me that the fact of knowledge, coupled
with lack of appropriate action on the part
of an authorized OEO official, constitutes a
barrier to any retroactive administrative
sanction in matters not covered by statute. I
intend that in the future all OEO require-
ments will be fully enforced.

6. With respect to the lack of special condi-
tions prohibiting any ewvaluations, (T. 111-
112) such a prohibition would be inconsist-
ent with the authorities generally provided
to state economic opportunity offices by vir-
tue of OEO Instruction 7501-1 (copy at-
tached). We will hold this grantee to the
activities described in the instruction.

7. With respect to the establishment by
the grantee of controls (T. 112-113), the
grantee has furnished the OEO Regional
Office with a copy of its internal instruction
setting forth these matters In detall.
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8. With respect to the matter of carry-over
funds (T. 115) it is regrettable that the OEOQ
official who responded informally to the
Comptroller General's representative did not
take Into account a letter dated December
26, 1972 to Mr. Benedetto Quattrochiocchi
signed by Wesley L. Hjornevik, then OEO
Deputy Director (copy attached). As set
forth in that letter, the facts and circum-
stances discussed in Chapter b of the report
were fully examined at the request of the
Comptroller General by relevant officials
within the Office of Economic Opportunity.
In my opinion, that letter adequately dis-
cusses the issues.

With respect to the substantive problem,
I presently intend to continue the following
OEO policies:

{a) For program years that are consecutive,
grantees will be permitted to retain and
utilize, as carry-over balances, funds which
were provided but not used in the first pro-
Eram year.

(b) Grantees will be required to return to
the Treasury such monies that are found in
later (l.e. non-consecutive) years, by audit or
otherwise.

{¢) The OEO Director will retain the dis-
cretion to allow the retention of such monies,
depending upon the facts and circumstances
of any particular case.

0. With respect to the matters raised on
the SEOO's Board (T. 115) I have been as-
sured by stafl of the following recent devel-
opments:

(a) The California SEOO’s Advisory Board
was established on March 1, 1972 and is com=-
plying with grant special conditions regard-
ing meeting four times a year and proper
composition.

(b) During the last six months three meet-
ings have been held and another is scheduled
for August 20.

(¢) The Advisory Board is well-balanced
ethnically,

(d) Special committees have been estab-
lished by the Board: one to work on housing
problems, the other to coordinate with SEOO
staff.

(e) The full Board reviews and comments
on the California SEOO work program. I
have taken steps to fully document these de-
velopments,

10. With respect to the matter of OEO’s
discontinuing the non-Federal share re-
quirement for SEOOs, I am not in a position
to make a final determination. The litigation
initiated by Senators Williams, Pell, Mon-
dale and Hathaway (Civil Action No. 480-73),
United States District Court for the District
of Columbia) is a matter which is still pend-
ing before the Courts. Discusslons are under
way with appropriate officials within the De-
partment of Justice regarding the prosecu-
tion of an appeal,

In addition, I am advised by the OEQO Gen-
eral Counsel that the relaxation of a pre-
vious administrative requirement, provided
it is both prospective and non-discrimina-
tory as to members of the class, is not sub-
ject to the requirements of Section 623 of
the Economic Opportunity Act of 1964. As
you know, all grants to all State Economic
Opportunity Offices which were approved
during the period January 29 through June
11, 1973 were processed and approved, and
funds were released, without regard to any
requirement for non-Federal share.

Finally, a review 1z currently under way
with respect to all OEO guidelines, instruc-
tions, etc. promulgated during the period in
question, so that I may determine which,
if any are appropriate for continued effect.

11. In regard to Senator Cranston's second
written question, the issue he raises Is a dif-
ficult and complex legal one that I cannot
deal with summarily. It is being evaluated
by our General Counsel. I respectfully re-
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quest additional time to review this mat-
ter.

12, Without making a final determination,
or personal commitment, it Is my present
belief that it is not inappropriate or in-
advisable for the Office of Economic Opportu-
nity to exempt State Economic Opportunity
offices from any non-Federal share require-
ment. With respect to community actlon
agencies and certaln other organizations re-
celving Federal financial assistance under
title II of the Act, the requirement of non-
Federal share has been imposed by statute.

I hope this letter represents not just a
progress report but a demonstration of my
personal commitment to addressing and deal-
ing with problems of Congressional concern,

Sincerely yours,
ALvIN J. ARNETT,
Director-Designate.
OrricE or EconoMIic OPPORTUNITY,
Sacramento, Calif., July 27, 1973.
Mr. Aran MacEay,
Acting General Counsel, Office of Economic
Opportunity, Washington, D.C.

Dear Mr. MacKEay: On July 26, 1972 for-
mer CSEOO Director, Robert Hawkins sub-
mitted to you a request for program account
amendment (CAP Form 25b) relative to a
$276,604 State of California General Fund
appropriation to HRD, Migrant Services
which this office wished to claim as matching
monies to its OEO grant #CB0364.

We hereby officially withdraw that request.

Sincerely,
SAL Espawa, Director.

[CAP Form 25b]

REQUEST FOR PROGRAM ACCOUNT
AMENDMENT

From: State of California Department of
Human Resources Development.
To: State Office of Economic Opportunity.
Re change in either Federal or non-Federal
share.
JuLy 26, 1972,

The California State Department of Hu-
man Resources Development is the grantee
for both Title II and Title IIT OEO grants.
Section 225(d) of the Economic Opportunity
Act, as amended, provides that if a commu-
nity (in this instance the State of California)
provides non-Federal share under this title
exceeding its requirements, saild excess may
be used to meet its requirements under an-
other title. OEO Instruction 6806-02 provides
that pooling of non-Federal share effort pro-
vided to a community may be permitted.

The State of California General Fund ap-
propriation for fiscal year 1971-72 amounted
to $276,694 to HR.D. Migrant Services.

These funds were expended for off-season
maintenance of migrant housing projects
during the period ending June 30, 1972,
These funds were not required to match any
other program funds expended for the
Migrant Program. These non-Federal share
credits bay be transferred from HR.D.
Migrant Services to HR.D. State Office of
Economic Opportunity Division.

Under the Economic Opportunity Act, as
amended, there is no requirement for a non-
Federal share contribution for grantees
funded under Part C of Title II, including
sections 230 and 231; however, OEO Instruc-
tion 7501-1 does require a 20 percent non-
Federal share contribution for grants funded
under section 231 of the Act. The non-Fed-
eral share requirement for SEOOs is ad-
ministrative rather than statutory which
would allow OEO greater flexibility.

We request authorization to transfer this
$276,694 non-Federal share credit from pro-
gram account 92, Migrant Temporary Hous-
ing, to program account 77, State Agency As-
sistance.

RosertT B, HAwxIns, Jr.,
Director,
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JuLY 18, 1873,

Dr. EUGENE GONZALES,

Deputy Regional Director, Office of Economic
Opportunity, Western Region IX, San
Francisco, Calif.

Dear GenNE: This is in response to the
July 2, 1973, letter from your office signed
by Carl Shaw, Chief Administration and
Finance Division, concerning Audit # 9-73-
156 (8T).

This is to advise you that this office is
waiving its right to appeal the determination
made in sald letter and its acceptance of the
disallowance of $138,335. We request that the
amount of the disallowance be added to the
non-Federal share requirement for the cur-
rent program year, Grant #90455, as provided
by Section 243C of the Economic Opportunity
Act.

An amount in excess of the audit disallow-
ance has been appropriated by the California
State Legislature and approved by Governor
Ronald Reagan as matching funds for this
office. $131,500 is a direct maching fund con-
tribution by the State for our Federal Grant,
and approximately $28,000 will be contrib-
uted by the State to cover SEOO’s cost of
salary Increases approved by the legislature
to take effect July 1, 1973.

On the question concerning the deficien-
cles in the internal controls, I am submitting
to you two documents which show the new
procedures established in this office which
should provide much tighter control in the
areas of establishing salaries for new em-
ployees and executing contracts. Regarding
the auditor's notation on the need for better
procedures for recording non-Federal share
contributions: since there is no non-Federal
share requirement on the current grant, the
proper recording of in-kind contribution
will not be a factor in the current program
year.

I trust this communication will resolve
the guestions raised in your letter of July
and clear the audit disallowance which is
now pending.

Sincerely,
SaLvADOR ESPANA,
Director.

DEPARTMENT OF HUMAN
RESOURCES DEVELOPMENT,
Sacramento, Calif.
Excerpr FroM PoricY oN HIRING PERSONNEL

“One of the basic steps In checking an
applicant's references shall be to confirm the
prior salary of applicant with his former em-
ployer.

The processing of employment documents
will not begin nor will the salary be estab-
lished until such time as the previous salary
has been confirmed. Upon confirmation, a
salary conslstent with the 20% maximum
salary increase limitation (OEO Instruction
6900-01, Part A, Section 2) shall be estab-
lished."”

|Retype of letter dated Dec. 26, 1872]
OrrFice oF EcoNoMIc OPPORTUNITY,
Washington, D.C.

Mr. BENEDETTO QUATTROCHIOCCHI,

Assistant Director, Manpower and Weljare
Division, U.S. General Accounting Office,
Washington, D.C.

Dear Mr. QuarTROCHIOCCHI: This is in
response to your letter of November 7, 1972
requesting clarification on four points in-
volving certain elements of the funding of
the California State Office of Economic
Opportunity (SEOO) for the conduct of the
Legal Services Experiment.

Before commenting on the specific aspects
of your request in the interest of assisting
you in resolving this audit I would like to
observe that there may be too great an
emphasis placed by your staff on the April
1970 telegram instructing funding offices to
deobligate FY '65 and '66 funds, While the
telegram represented sound fiscal policy at
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the time it was Issued, its Issuance was noft
required by law nor was the Agency legally
obligated to engage in the process of recover-
ing funds which the telegram and sub-
sequent instructions called for. Moreover, in
the instant case, deviation from this policy
was approved by me after a full justification
was presented at a meeting held in my office.
In addition, the Agency presently is involved
in the development of an instruction which,
in effect, represents a general revision of the
policy recited in my April 1870 telegram, and
thereby allows for reprogramming or equiva-
lent utilization without reprogramming of
already obligated funds much in the same
manner as was accomplished in the Cali-
fornia SEOO funding.

In the light of the foregoing, I offer the
following in response to the numbered items
contained in your letter.

1. Basis for issuing the April 1970 tele-
gram. With the new Administration of the
Agency only one year old, it became apparent
to responsible officlals, that greater fiscal
responsibility was needed among OEO
grantees. The presence of excess carry over
funds resulting from errors in reporting
expenditures of funds in FY 65 and 66 on the
books of OEO grantees represented a fertile
area for bringing to bear on this Administra-
tion a resolve to improve grantee bookkeep-
ing and financial reporting. This challenge
was buttressed by the knowledge that it
would be broadly beneficial to cover into
Miscellaneous Receipts of the Treasury, such
carry over funds. As stated earlier, however,
this decision was predicated upon policy and
not because such funds could not have been
reprogrammed legally had an appropriate
situation warranted that action.

A further basis for the policy related to
the fact that program spin offs to other
agencies accomplished or to be announced
represented complicated decisions as to the
application of carry over balances as be-
tween OEO and the gaining agency. It was
thought that an effort to wipe the slate clean
might eliminate some intricate decisions on
the sharing of carry over balances between
sister agencies.

A final and less important reason was that
the program year concept which permits
carry over funds from one program year to
be used In a subsequent program year, was
not in effect until after January 1966. There-
fore, grantees were not operating under this
concept during much of fiscal year 1966 and,
because of this, it seemed reasonable to de-
clare that unexpended funds for this year
be returned to the Treasury. In any event,
however, our records indicate that the FY
66 grants were made after January, 1966.

2. National OEO action to recover $56,002.
The records de not indicate precisely what, if
any, action was taken by Headquarters to
collect the $56,002. It would be reasonable to
assume that collectlon action was under-
taken only by the Regional Office in view of
the fact that the BEOO did not submit a
final CAP 28 (Unexpended Federal Funds
Report) and the responsible collection office
(Finance and Grants Management Division)
did not receive a final audit report which
would have enabled that office to render a
collection action determination,

3. The OEO system for follow up of similar
collection actlons. The OEO System for fol-
lowing up simllar collection actions during
the period in question was governed by CAP
Staff Instruction 6710-1 (May 1969) (at
pages 10, 11 and 12). Analyst notebook #90
(at page 21), my telegram of April 1970 and
memorandum of May 19, 1970 which included
collection action procedures as an attach-
ment. The responsibility for collection was
assigned to the regional or headquarters of-
fice which funded the particular grant in-
volved. Without a considerable effort in in-
g:lrles of our regional offices, we would not

aware of the echelons of pi nnel -
sible for collection action m mglom-
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fices. As to Headquarters collections besides
involvement of the program officials, the
Chief, Finance and Grants Management Di-
vision, actively engaged in making such col-
lections but did not do so in this case be-
cause, as noted earlier, neither the final CAP
Form 28 nor the final audit report had been
received by this office.

4. Basis for reprogramming funds rather
than to deobligate such funds. The SEOCO
was asked to undertake the planning of an
experimental Legal Services project on be-
half of the national emphasis program. Al-
though this was within the general charter
of authority of the SEQOO it was not the kind
of activity that would normally have been
conducted by the SEOQO but was undertaken
at the request of OEO in connection with the
resolution of very difficult problems concern-
ing the Legal Services Program in California.
If successful, the project was expected to
benefit the entire Legal Services Program.

In connection with this undertaking which
was approved in a number ¢f meetings be-
tween high officials of OEO and of the Cali-
fornia State Government, there arose =a
misunderstanding with respect to certain
preliminary activities, The California officials
incurred substantial planning expenses for
the Experiment apparently in good faith,
which the OEO officials did not believe had
been duly authorized in advance. We have
information to indicate that the services
were performed at considerable expense, and
that they related to the overall project which
the SEOO had undertaken at OEO request.
There is some evidence and correspondence
which tends to support the view of the SEOO
that it was reasonable to belleve that the
SEOO had the authority to begin the plan-
ning phase, On the other hand, OEO officials
involved were not entirely satisfied that spe-
cific authorization had indeed been given.

The issue was one that turned on a factual
dispute which could have been difficult to
resolve and contrary to the interest of ef-
fective relations between OEO and the State
officials and contrary to the interests of car-
rying out the Experiment, It could have been
solved by the making of a fresh grant to
the SEOO retroactive to July 1.

Having determined that the SEQOO should
be reimbursed, OEO had the alternative of
funding for the planning phase out of cur-
rent funds reserved for the Experiment or
to permit reprogramming of the carry over
funds in question. The fomer salternative
would take away from funds otherwise avail-
able for actually carrying out the Experi-
ment. On the other hand, the latter and
selected choice represented a method of pay-
ment to the SEOO for services received on
behalf of National OEO without enhancing
the SEOO's funding guidelines as far as au-
thorized funding of State programs were
concerned.

Under these circumstances, it was found
possible to resolve both disputes at once
without any net cost to the Government by
allowing to the SEOO the benefit of the
carry over funds but only for the restricted
purpose of making them available to cover
the disputed claim for services in connection
with the Legal Services Program.

OEQ was satisfied, and at all times has
been that funds in these circumstances are
legally available for reprogramming (or under
present procedures, equivalent utilization
without reprogramming) but had made for
policy reasons a policy decision not to re-
program under certain circumstances. Al-
though I made that decision as a general
rule, I was satisfied that on the facts of
this particular case the policy grounds that
led to it were not controlling and that the
possibility of settling at one, without cost
to the Government, this difficult problem
made an exception to the rule appropriate
and I accordingly authorized it.

The earlier policy decision was reflected in
the telegram referred to above. While it re-
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flects a policy decision which OEO General
Counsel believed to be within the legal au-
thority of OEO, It was not expressed in a
manner that OEO General Counsel believed
legally accurate and has some misleading im-
plications. The telegram represents, more-
over, an approach to the problem that was
found in practice not productive of the
results that had been hoped for. Accordingly,
as I stated earlier in this letter, the entire
policy decision and the accurate statement
of it has been under review.,

In conclusion and upon reflection, we be-
lieve a sound funding decision was made in
permitting the exception to my April 1970
telegram and subsequent issuances.

STATE OF CALIFORNIA,
OFFICE OF EcoNomMIC OPPORTUNITY,
Sacramento, Calif., July 14, 1973.
Mr. ALVIN ARNETT,
Director, Office of Economic Opportunity,
Washington, D.C.

Dear Mg. ARNETT: On this date I am in-
forming the Western Regional Director, Dr.
Eugene Gonzales, that we are accepting the
audit disallowance of $138,335 reflected in
Audit No. 9-73-158, which represents a defi-
cit of the California S8EOO’s required non-
Federal share for Fiscal Year 1971-72.

At the same time, we are requesting that
the required non-federal share for Grant
No. 80455—73/04 be increased by an amount
commensurate with the disallowance. Our
request is based on the provisions of SBection
243(c) of the Economic Opportunity Act,
which states that “the Director may seek
recovery of (disallowed) sums involved by
. .« & commensurate increase in the required
non-federal share of the costs of any grant
or contract with the same agency or organi-
zation which is then in effect, or which is
entered into within 12 months of the date
of disallowance."

It is our intention to meet the audit dis-
allowance with funds which have been re-
cently appropriated to this office by the
California State Legislature and approved
by Governor Ronald Reagan. $131,500 is a
direct matching fund contribution by the
State for our federal grant, and approxi-
mately $28,000 will be contributed to this
office by the State to cover SEOO's cost of
salary increases approved by the Legisla-
ture. Since there is no requirement for non-
federal share on the 1973-T4 program year
grant, the full amount of the State contrl-
butions is available to offset the audit dis-
allowance,

Please let us know if you need additional
information on this matter,

Sincerely,
SaL ESPANA,
Director.

ExCERPTS FroM CALIFORNIA STATE BuDGET

(e) For family planning services in accord-
ance with Sections 10053.2 and 10053.3 of the
Welfare and Institutions Code, Health Pro-
tection System: $2,780,006.

(f) Reimbursements: $2,352,188.

(g) Federal grants: $7,664,115.

(h) Estimated family repayments: $1,764,-
000—provided, that upon order of the Di-
rector of Finance, funds may be transferred
to Item 243 as necessary to accomplish un-
allocated savings in the budget of the De-
partment of Health, provided that such
transfers for this purpose shall not exceed
$6,2567,500. Provided further, that such trans-
fers shall be reported quarterly to the Joint
Legislative Budget Committee.

Item 266—For support of Department of
Human Resources Development, for transfer
by the State Controller to the Manpower De-
velopment Fund for expenditure for the work
incentive program as specified in Section
5400 of the Unemployment Insurance Code
{Chapter 1369, Statutes of 1968): $5674,.-
181—provided, that the State Controller shall
transfer these funds only at such time as
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federal funds are deposited in the Manpower
Development Fund and no transfer so made
shall exceed twenty-five (25) percent of the
smount of federal funds so deposited; pro-
vided further, the amount avallable for
transfer to the Manpower Development
Fund shall be reduced by the amounts in
cash or in kind avallable from other sour-
ces as the state's share of the work incentive
program as determined by the State De-
partment of Human Resources Development
and certified to the State Controller.

Item 267—For support of Department of
Human Resources Development, for transfer
by the State Controller to the Manpower De-
velopment Fund, for expenditure for the pur-
poses of the Human Resources Development
Act of 1968 commencing with Section 9000 of
the Unemployment Insurance Code: $4,154,-
T73.

Item 268—For support of Department of
Human Resources Development: $131,500—
and, in addition, any amounts received from
federal grants or other sources shall be avail-
able for expenditure in accordance with the
provisions of this item.

Schedule:

(a) Office of Economic Opportunity: $1,-
338,314

(b) Pederal grants: —$1,206,814.

Item 260—For support of Department of
Human Resources Development: $510,657—
and, in addition, any amounts received from
federal grants or other sources shall be avail-
able for expenditure in accordance with the
provisions of this item.

Schedule:

(a) Commission on Aging: $29,668,910.

(b) Federal grants: —$29,158,253,

Item 270—For payment to various local
jurisdictions and state agencies for support
of the Migrant Master Plan in cooperation
with the federal government programs, re-
sulting from the Economic Opportunity Act,
Department of Human Resources Develop-
ment: $409,298.

Schedule:

(a) Operations: $2,345,656.

(b) Federal grants: —$§1,936,258.

Item 270.5—In augmentation of the mi-
grant day care component of the Migrant
Master Plan, Department of Human Re-

sources Development: $124.500—provided,
that the Department of Human Resources
Development shall allocate these funds only
to replace any loss of federal funds caused by
revision of federal regulations covering the
eligibility of participants or the limitation
or termination or restriction of the use of
funds for social services under the Federal
Social Services Act.

Provided further, that the Department of
Finance may, by executive order, transfer
these funds shown above, for and in aug-
mentation of the amount contained in
schedule (a) of Item 270 of this act for the
purpose of providing additional funds for
migrant day care.

Item 271—For support of Department of
Human Resources Development, payable
from the Department of Human Resources
Development Contingent Fund: $1,181,351—
and in addition thereto, any grants made
available by the federal government, pro-
vided, that all or any portion of this appro-
priation may be transferred to the Unem-
ployment Administration * * * Finance.

Item 83—For providing relmbursement to
local taxing authorities for revenue lost by
reason of the assessment of open-space
lands under Sections 423 and 423.5 of the
Revenue and Taxation Code, and in accord-
ance with the provisions of Chapter 3 (com-
mencing with Section 16140) of Part I of
Division 4 of Title 2 of the Government Code,
State Controller: £18,000,000—The appro-
priation made by this item shall be in
lieu of the appropriation for the same pur-
pose contained in Section 16109 or 16140 of
the Government Code, and may not be aug-
mented.

Item 84—For reimbursement to local taxing
authorities for revenue lost by reason of the
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homeowners' property tax exemption
granted pursuant to Section 1d of Article
XIII of the Constitution: $647,250,000.

Item 85—For transfer as needed to the
Personal Income Tax Fund by the State Con-
troller for the purpose of providing refunds
to renters are required by Section 17053.5
of the Revenue and Taxation Code as added
by Section 25 of Chapter 1406, Statutes of
1972, Franchlse Tax Board: $40,000,000. The
appropriation from the General Fund made
by this item shall be in lieu of any appro-
priation for the same purpose from the Per-
sonal Income Tax Fund pursuant to Section
32 of Chapter 1406 of the Statutes of the 1972
Regular Session of the Legislature.

Item B88—For salary Increase Fund, for
state officers and employees whose compen-
sation including staffl benefits, or portion
thereof, is payable from nongovernmental
cost funds, there is hereby appropriated from
each nongovernmental cost fund from which
such officers and employees are paid (a) an
amount sufficient to provide the increase in
compensation provided for in any increased
salary range or rate including staff benefits
established on or after July 1, 1973, by the
State Personnel Board or other salary-fixing
authority; and, (b) with respect to state
officers whose salaries are specified by statute,
an amount sufficient to augment by 15.9 per-
cent the amount of salaries received by such
officers as of June 30, 1973, during the 1973-
74 fiscal year; pursuant to Section 11569 of
the Government Code: $32,844,000 which
amounts is to be made available by executive
order of the Department of Pinance in aug-
mentation of their respective appropriations
for support or for other purposes,

Provided, that increases in compensation
provided by this item for increased salary
ranges for positions established for the 1973—
74 fiscal year shall not result in total annual
salary increases, including staff benefits, of
more than $32,844,000.

SENATOR CRANSTON—WRITTEN QUESTION

No. 4

Q. Mr. Arnett, the October 1972 amend-
ments to the Economic Opportunity Act
added a new section 228 which I authored,
authorizing an annual expenditure of $7.5
million for Consumer Action and Coopera-
tive Programs. No funds were spent under
this authority in FY 1973. I think it is evi-
dent that no other agency deals with the
unique problems of poor consumers, such
as avallability of credit, higher cost and poor
quality of goods and services, and the in-
ability of the poor person to enforce his
rights through an expensive and often slow
judicial system. Do you plan to develop and
carry out a program in the coming year that
will address itself to the problems of the poor
consumer?

A, The $7.5 million for section 228 to
which you refer is the Authorization level.
Since only $790.2 milllon was actually ap-
propriated in FY 1973, which only covered
the existing programs, it was not possible
for OEO to make any new starts. In spite
of this, some Consumer Action type pro-
grams were funded under section 232 of EOA.
As to FY 1974, organizational and funding
uncertainties have made it difficult to for-
mulate a firm program of consumer pro-
tection, but discussions are being held on
OEO's role in this activity.

WRITTEN QUESTION NO. 5

Q. Mr. Arnett, there are some 250 low-
income credit unions started with the help
of OEO, with over 100,000 members and $11
million in savings, that desperately need
help if they are to survive and grow to be-
come meaningful resources for their com-
munities. Have you planned or do you plan
any program of support for these credit
unions that will help them achieve self-
sufficiency?

A, The same thing Is true in regard to
OEOQ's Credit Union Programs as is true with
the Consumer Programs in terms of fund-
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ing levels. In PFiscal 1973 we did provide
credit union funding through Section 221
of the Act where local Community Action
Agencies gave them high priority. The num-
ber and amount of credit union funding was
therefore geared to the importance attached
to them locally by the CAAs,

Mr. CRANSTON. Mr. President, I was
particularly distressed by point No. 10 in
Mr. Arnett's August 2 response. Section
623 of the Economic Opportunity Act of
1964, as amended, states:

All rules, regulations, guidelines, instruec-
tions, and application forms published or
promulgated pursuant to this Act shall be
published in the Federal Register at least
thirty days prior to their effective date.

OEO Instruction No. 7501-1, issued
on March 25, 1970, states in section 9(b) :
The state’s share for funding under Sec-
tion 231 shall be a minimum of 20 percent

of the total cost of the operation in cash
and/or kind.

Section 231 of the EOA, the section
referred to, authorizes the Director to
provide financial assistance to State
Economic Opportunity Offices.

In his response to my questions on the
elimination of the required 20-percent
non-Federal share requirement, without
compliance with the 30 days’ prior notice
requirement of section 623.

Mr. Arnett basically said in his reply,
on advice of counsel, that OEO does not
deem section 623 to apply with regard to
the elimination of the SEOO non-Federal
share. Mr. Arnett further stated in the
August 2 reply, again on the advice of
the OEO General Counsel, that the new
policy was a ‘“relaxation,” and thus “is
not subject to the requirement of section
623 of the Economic Opportunity Act of
1964.”

Mr, President, according to my legal
counsel and my own reading of the law,
this response is a totally inaccurate in-
terpretation of the law. After reviewing
it, I feared that we were again about to
witness more of this administration’s
lawlessness—a disregard for the law
which had so characterized OEO’s ac-
tions during the first 6 months of this
vear and which culminated in the U.S.
Distriet Court decisions halting the dis-
mantling of OEO.

I immediately contacted the Acting
Director and told him of my concern
about the ramifications of this matter.
Shortly before the Labor and Public Wel-
fare Committee vote on Mr. Arnett’s
nomination, I spoke with Mr. Arnett per-
sonally about this and gained his assur-
ance that the statement in his August 2
response was an inaccurate character-
ization of OEQO’s interpretation of sec-
tion 623 as he would administer that
provision.

Mr. President, I ask unanimous con-
sent that Mr. Arnett’s subsequent Au-
gust 3 letter to me, further clarifying
our discussion prior to the full committee
vote, be printed at this point in the
RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered.

OFrFICcE OF EcoNOoMIC OPPORTUNITY,
August 3, 1973.
Hon. ALAN CRANSTON,
U.8. Senate,
Washington, D.C.

DEAR SENATOR CRANSTON: This further re-
sponds to your inquiries regarding the mat-
ter of non-Federal share.
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First, as Director, I will view Section 623
as both a publication and notice require-
ment. Henceforth, OEO regulations will not
be valid unless there has been publication
in the Federal Register at least 30 days be-
fore the effective date.

I am advised, however, that the Depart-
ment of Justice is making the legal argu-
ment on appeal that Section 623 only re-
quires publication and that failure to pub-
lish does not invalidate the Agency's action.
The Court of Appeals will decide this issue
and I take no position on the legal merits.

Second, I was faced with the results of
the unusual circumstances for the period
January 30 to June 26, In the interest of ad-
ministrative integrity, I affirmed the author-
ity of subordinate officials to make grants. I
could not individually review each and every
grant made, so I authorized a general ap-
proval of prior grant actions signed by OEO
officials. By this actlon, grants to state eco-
nomic opportunity offices of fiscal year 1973
funds were allowed to stand without any
matching share from non-Federal sources.

Third, I have not made a decision on non-
Federal share for state economic opportunity
offices for FY 'T4 but I am inclined to rein-
state the requirement. In any event, any
change to the regulation on the matter of
non-Federal share will be published in the
Federal Register.

And lastly, as I noted at the hearing, im-
plicit walvers of regulations will have no
place in my administration.

SBincerely yours,
ALvIN J. ARNETT,
Director-Designate.

Mr. CRANSTON. Mr. President, I
should point out that while Mr,
Arnett’s August 3 clarification is reas-
suring, I felt that the entire question had
most serious ramifications, and, after a
meeting of members of my staff and the
GAO, requested a legal interpretation

from the Comptroller General on this

issue along with other matters. Al-
though some of Mr. Arnett’s responses
to my extensive questioning of him dur-
ing and since his confirmation hearings
are not altogether satisfactory, I believe
that taken as a whole—and when coupled
with the assurances he provided to other
committee members about his intentions
as Director of OEO—they are acceptable
and reflect a sincere desire to carry out
his duties in a manner consistent with
the purposes of the Economic Opportun-
ity Act of 1964, as amended, and to work
in cooperation with the Congress in ful-
filling those purposes. The Findings and
Declaration of Purpose clause of the EOA
says in part:

It is therefore, the policy of the United
States to eliminate the paradox of poverty
in the midst of plenty in this Nation by open-
ing to everyone the opportunity for educa-
tion and training, the opportunity to work,
and the opportunity to live in decency and
dignity.

Based on the information and assur-
ances which I have received from Mr,
Arnett, I voted for the favorable recom-
mendation of his nomination from the
Labor and Public Welfare Committee and
believe that he will uphold the law and
try to carry out the purposes of the
Economic Opportunity Aet. I join with
the committee in urging my colleagues in
the Senate to confirm his nomination to
be Director of the Office of Economic
Opportunity.

Mr. President, I ask unanimous consent
that my August 24 letter be printed in
the REecorbp.
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The PRESIDING OFFICER. Without

objection, it is so ordered.
U.S. BENATE,
Washington, D.C., August 24, 1973.
Hon. ELMER B. STAATS,
Comptroller General of the United States,
Washington, D.C.

DeAR Me, COMPTROLLER GENERAL: Pursuant
to discussion with G.A.O. staff, I am writ-
ing in further regard to the June 14, 1973,
General Accounting Office report B-130515,
“Activities of the Callfornia State Economic
Opportunity Office”, and the questions I
raised regarding that report in my June 12,
1973, letter to you and my subsequent July
10, 1973, letter requesting that the G.A.O.
immediately review the $382,000 June 30,
1973, grant to C.8.E.0.0. by the Office of
Economic Opportunity.

At the outset, I want to thank you for the
ruling in your July 20 letter in partial reply
to my June 12 letter.

Several additional matters have come to
my attentlon which I hereby request be in-
cluded in the investigations to be conduct-
ed pursuant to my June and July letters.

First, on July 11, 1973, the Office of Eco-
nomic Opportunity announced an additional
grant in the amount of $302,053 to C.5.E.0.0.
I request that the contract review I requested
on July 10 be carried out with regard to
this second grant to C.S.E.0.0. as well.

Second, O.E.O. National's response to G.A.O.
conclusion #1 in the June 14 report agrees
that C.8.E.0.0. did faill to meet the special
conditions of the 1971-1972 grant which pro-
hibited investigations and unilateral evalua-
tions. O.E.O. National makes two conten-
tions in that regard: that the special con-
ditions could be construed as “contrary to
the review rights secured all Governors
through the Economic Opportuntiy Act™;
and that the “evaluations and investiga-
tions were performed with full knowledge on
the part of OE.O. Hence, it may be said
that restrictions were implicitly walved by
the Agency.” Such implicit waivers would
appear to be in direct violation of the O.E.O.
regulations titled “General Conditions Gov-
erning Grants"” which state:

“Requirements found in grant conditions
or O.E.O. directives may be waived only by
a written notification signed by an authorized
O.E.O. official. Any such waiver must be
explicit, no waiver may be inferred. .. .”

As you are aware, these special grant con-
ditions were imposed on C.S.E.0.O. as a re-
sult of extensive Congressional inquiry into
the State agency, including a July 20, 1971,
hearing held by a Special Subcommittee of
the House Committee on Education and
Labor. During the course of those hearings,
commitments were made to the Congress
that special grant conditions would be im-
posed designed to ensure that the unilateral,
highly irregular investigations and evalua-
tions by C.S.E.0.0. would be halted. O.E.O.
officials (including the then Director, Frank
Carluceci, future Director Philllp Sanchez,
and the then Regional O.E.O. Director, H.
Rodger Betts), repeatedly committed O.E.O.
to reforming the State agency and assured
the Subcommittee that the grantee would
function correctly in the future. The find-
ings of the June 14 G.A.O. report make it
clear that C.S.E.0.0. has repeatedly been in
violation of the grant conditions imposed
pursuant to the Congressional hearing.

The nature of the imposition of the special
conditions on the 1972 C.8.E.0.0. grant and
the special role of the Congress in seeking
those special conditions appears to place
Congress in the posture of a third-party
beneficiary to the 1972 contract. Consequent-
1y, O.E.O. National’s contention that an “im-
plicit waiver" released C.S.E.0.0. from its
commitments to comply with the 1972 grant
conditions not only violates O.E.O. Nation-
al's own regulations, but could be viewed as
violating the rights of the Congress as a
third-party beneficlary of that contract.

Therefore, I request your opinion regard-

29423

ing any rights Congress may have had with
respect to the 1972 contract—particularly
with regard to such implicit waivers—and
an opinion regarding the wvalidity, or lack
thereof, of O.E.O. National’s contention that
the grant conditions may have been con-
trary to the review ‘rights” of the Governor
under the Economic Opportunity Act of 1964,
as amended.

I would also like your opinion on the
validity of O.E.O. violating its own regula-
tion against implicit waivers, both in terms
of general Government-wide standards and
the 30-day advance publication requirement
of section 623 of the Economic Opportunity
Act of 1064, as amended.

In another, but related matter, it has come
to my attention that O.E.O. National some-
time this spring repealed section 9(b) of
O.E.O. Instruction 7501-1 (Role of the State
Economic Opportunity Offices) which had
been issued on March 25, 1870, with respect
to the FY 1974 grant period for S.E.0.0.'s.
In your July 20, 1973, letter to me you held
that O.E.O. Instruction 7501-1 is a statutory
regulation with the force of law, which can-
not be waived “on a retroactive and ad hoc
basis”. In response to questions I raised
about the repeal—without prior notification
as required under section 623 of the Eco-
nomic Opportunity Act of 1964, as amended—
of section 9(b) of Instruction 7601-1, O.E.O.
Director-Designate Alvin J. Arnett at first
responded—on August 2—that the “O.E.O.
General Counsel [advises] that the relaxa-
tion of a previous administrative require-
ment, provided it is both prospective and
non-discriminatory as to members of the
class, is not subject to the requirements of
section 623 of the Economic Opportunity Act
of 1864".

It is my understanding that, as part of
U.8. District Court Judge Jones’ decision
with regard to the continued operation of
the Office of Economie Opportunity—con-
sistent with Congressional intent—the Judge
found that all policy issuances, directives or
instructions, or the repeal of same, which
were not published in the Federal Register
for the 30-day advance period required un-
der section 623 of the Economic Opportunity
Act of 1964, were invalid. Consequently, I
request your opinion as to how, under sec-
tion 623 and the Court ruling, the 20 percent
non-Federal share requirement for S.E.0.0.s
set forth in O.E.O. Instruction 75601-1 could
be effectively repealed without prior publica-
tion in the Federal Register or by implication
in view of the above discussion.

Finally, in this regard, what is the status
of a regulatory requirement—such as the
non-Federal contribution requirement in
question—which has existed for many years
and about which the Congress has been in-
formed and has raised no objections? I often
see it contended by Federal agencies—par-
ticularly the Veterans Administration—that
such regulations, In which it is said the
Congress has “acqulesced”, cannot be altered
without Congressional approval. I raised this
question in my June 12 letter to you with
regard to the elimination of the non-Federal
share requirement for S5.E.0.0.'s, and the
question was not answered in your July 20,
1973, letter.

During the course of Director-Designate
Arnett's July 20 confirmation hearing before
the Senate Labor and Public Welfare Com-
mittee, I stated that, In light of the numer-
ous unresolved questions concerning
CS.E.0.0. which had arisen as the result
of the June 14 G.A.O. report findings, and
in light of the legal questions—still pending
a G.AO. response—raised in my June 12
letter to you, I saw no justification for the
two new C.8.E.0.0. grants to go forward
until such time as these questions were
resolved. My stafl has provided a member of
the G.A.O. General Counsel's staff, Mr.
Henry R. Wray, with a copy of the relevant
portion of the July 20 hearing transcript in
which I was assured by Mr. Arnett that the
two C.S.E.0.0. grants would indeed not go
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forward. I have enclosed a copy of the addi-
tional questions which I submitted to Mr.
Arnett following the July 20 hearing and a
copy of his August 2 response to those
guestions which was followed by his Au-
gust 3 clarification thereof, in which he
commented on several of the matters I have
discussed above and which I believe you will
find of interest.

I am deeply concerned not only about
National O.E.O.'s continued refunding of the
C.8.E.0.0. but also about the much larger
legal issues raised which I have discussed
above. I look forward to your early reply to
this and my July 10 letter,

Sincerely,
ALAN CRANSTON.

Mr. CRANSTON. Mr, President, in
closing I would like to express my appre-
ciation for the effort Mr. Arneit has
made to provide satisfactory answers to
the questions and concerns of the com-
mittee—a task not readily accom-
plished—and for his cooperation with
me and the members of my staff
throughout the committee's considera-
tion of his nomination.

SENATOR RANDOLPH SUPPORTS ALVIN J. ARNETT
FOR OEO DIRECTOR

Mr. RANDOLPH. Mr. President, I sup-
port the nomination of Alvin J. Arnett
to be Director of the Office of Economic
Opportunity, Hearings before the Senate
Committee on Labor and Public Welfare
confirmed my personal opinion—that Al
Arnett will administer his high office
with compassion, with fairness, and in
accordance with the law.

Al Arnett is a native of our State of
West Virginia. His early life was char-
acterized by accomplishment. In high
school in Charleston, he was a member
of the National Honor Society. As an
honor student at Marshall College in
Huntington, he was selected for inclusion
in “Who's Who Among Students in
American Colleges and Universities,” the
National Leadership Honor Society, and
the National Political Science Honor
Society.

Prior to going to OEO, Mr. Arnett
served as Executive Director of the Ap-
palachian Regional Commission. When
he left the Commission, he was honored
with a resolution of appreciation from
the Federal and State officials of the
Commission.

Mr. President, I believe the Senate
should know what this resolution has to
say about Alvin Arnett:

The Appalachian Region Commission
wishes to express its appreciation to Alvin
J. Arnett for his unique, imaginative and
fruitful services to the Appalachian Program
over the years he has been associated with
the Commission . . . .

+ + « Many, who have worked in this Pro-
gram for the development of the Region,
have shared a deep commitment to its objec-
tives, but jew have approached, and mone
have surpassed, Al Arnett in depth and sin-
cerity of feeling for the people of Appalachia.

As the nominee of the President to
head this beleaguered and bruised
agency, Mr. Arnett is especially qualified
to serve during this period of confron-
tation between the President and the
Congress over OEQ. He has testified be-
fore the Senate Labor and Public Wel-
fare Committee that he has been and will
continue to be a voice within the admin-
istration for OEO.

He said:
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I'm very strong on advocacy for the poor.

Mr. President, let me read, if I may,
the concluding paragraph in Mr. Arnett’s
opening statement to the Senate Com-
mittee on Labor and Public Welfare con-
firmation hearings held on July 20, 1973:

I honestly and openly state that I stand
ready to comply with the law in every re-
spect as determined by the Congress and the
President and to carry on the remaining OEO
functions during Fiscal Year 1974 to the very
best of my ability. I make my personal com-
mitment to that purpose.

The Economic Opportunity Act of 1964,
places on OEO the heavy responsibility—
To stimulate a better focusing of all avail-
able local, State, private and Federal re-
sources upon the goal of enabling low-income
families, and low-income individuals of all
ages, in rural and urban areas, to attain the
skills, knowledge, and motivations and se-
cure the opportunities needed for them to
become self-sufficient.

This mandate is contained in the law
of the land. To head the Agency of the
Federal Government charged with this
high responsibility requires one who not
only has a deep commitment to its ob-
jectives, as well as an abiding respect for
the law, but just as importantly, one who
possesses a deep and a sincere feeling for
people. For when the tumult and shout-
ing have died, the Economic Opportunity
Act and OEO are basically and funda-
mentally concerned with people.

Alvin Arnett respects the law. It has
been said of him that none have sur-
passed him in depth and sincerity of feel-
ing for people. He is uniquely qualified
to be the Director of the Office of Eco-
nomic Opportunity.

I know that Alvin J, Arnett will bring
to his high office a dedication to help-
ing the poor, the competence to meet
the challenges inherent in the job; and
a creativity and aggressiveness which will
prove him worthy of the honor.

I support his nomination, Mr. Presi-
dent, and urge Senators to vote in the
affirmative.

LEGISLATIVE SESSION—TRANSAC-
TION OF ROUTINE MORNING
BUSINESS

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that the Senate
now return to legislative session and that
there be a period for the transaction of
routine morning business for not to ex-
ceed 15 minutes, with statements therein
limited to 3 minutes.

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

Is there further morning business?

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. SYMINGTON, from the Committee
on Armed Services:

S. 2408. An original bill to authorize cer-
tain construction at military installations,

and for other purposes (Rept. No. 83-389).
By Mr. PASTORE, from the Committee on

Appropriations, with amendments:

H.R. 8916. An act making appropriations
for the Departments of State, Justice, and
Commerce, the Judiclary, and related agen-
cles for the fiscal year ending June 30, 1974,
and for other purposes (Rept. No. 93-380).
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INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first time
and, by unanimous consent, the second
time, and referred as indicated:

By Mr. MONDALE:

5.2404. A Dbill relating to the mortgage
Insurance premiums applicable to home
mortgages Insured by the Secretary of
Housing and Urban Development, and re-
quiring certain reports to the Congress by
the Secretary with respect to the funds used
by the Secretary in carrying out the various
home mortgage insurance programs, and the
premium levels necessary to sustain such
Tunds. Referred to the Committee on Bank-
ing, Housing and Urban Affairs.

5.2405. A bill to amend title II of the So-
cial Security Act to extend the time within
which certain Federal-State agreements may
be modified to give noncovered State and
local employees under the divided retirement
system procedure an additional opportunity
to elect coverage. Referred to the Commit-
tee on Finance.

By Mr. BROCK:

5. 2406. A bill for the relief of Doctor Jesus
Fernandez Tirao and his wife, Benylin-Lynda
Obiena Tirao. Referred to the Committee on
the Judiciary.

3y Mr, CRANSTON:

S. 2407. A bill to establish the Federal
Audio-Visual Coordination Board, regulate
production by Federal agencies of audio-
visual materials, and provide certain labor
standards in connection therewith. Referred
to the Committee on Government Opera-
tions.

By Mr. SYMINGTON, from the Com-
mittee on Armed Services:

S. 2408. An original bill to authorize cer-
tain construction at military installations,
and for other purposes. Placed on the cal-
endar j

By Mr. McGOVERN (for himself, Mr.
Case, Mr. Hant, Mr. KENNEDY, Mr.
HumpHREY, Mr. CrAnsToN, and Mr,
NeELsON) :

S. 2409. A Dbill to amend the National
School Lunch and Child Nutrition Acts for
the purpose of providing additional Federal
financial assistance to the school lunch and
school breakfast programs. Referred to the
Committee on Agriculture and Forestry.

By Mr. TOWER (for himself and Mr.
SPARKMAN) @

S.. Res. 1652. Joint Resolution to extend
the authority of the Secretary of Housing
and Urban Development with respect to the
insurance of loans and mortgages, to extend
authorizations under laws relating to hous-
ing and urban development, and for other
purposes, Referred to the Committee on
Banking, Housing and Urban Affairs.

STATEMENTS ON INTRODUCED
BILIS AND JOINT RESOLUTIONS

By Mr. MONDALE:

5. 2404. A bill relating to the mortgage
insurance premiums applicable to home
mortgages insured by the Secretary of
Housing and Urban Development, and
requiring certain reports to the Congress
by the Secretary with respect to the
funds used by the Secretary in carrying
out the various home mortgage insurance
programs, and the premium levels nec-
essary to sustain such funds. Referred
to the Committee on Banking, Housing,
and Urban Affairs.

PROPOSAL TO REDUCE FHA MORTGAGE
INSURANCE RATES

Mr, MONDALE. Mr. President, the bill

I am introducing today could cut home-
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buyers’ costs for FHA insurance by 50
percent.

My proposal will do this by cutting the
FHA insurance premium from one-half
of 1 percent to one-fourth of 1 percent.
This would save a Minnesota family with
an average of $19,000 mortgage as much
as $943. A family with a $25,000 mort-
gage could save $1,280.

If my proposal is accepted, it would
lower the present inflated cost of buying
a house appreciably. Mortgage interest
rates for FHA-insured mortgages have
been above 7 percent for the past 4 years.
During 1969 and 1970, when President
Nixon was making his disastrous effort
to control inflation by depressing the
housing industry, mortgage rates soared
to 8.26 percent and 9.05 percent respec-
tively. And they never came down to nor-
mal levels. In fact, they are now rising
again, This is bad news for the home-
buyer. A rise from 7 to 734 percent in
the maximum FHA interest rate has al-
ready been announced.

A reduction in mortgage insurance
premium levels has the same effect as
a reduction in mortgage interest rates.
Homebuyers pay a one-half of 1 percent
insurance charge on their outstanding
mortgage balance every month. This pay-
ment usually goes in with the check for
the mortgage payment. Cutting the in-
surance fee in half is exactly like lower-
ing the mortgage interest rate by one-
fourth of 1 percent.

There is little doubt that a reduction
of 50 percent in the premium is actuari-
ally conservative and sound. The current
one-half of 1 percent has been charged
homebuyers since 1934. It is designed to

cover a long-term default rate almost as
severe as was experienced during the
worst year of the Great Depression.
This overly pessimistic assumption has
led to an enormous and unnecessary ac-

cumulation of reserves. From 1934
through June 1972, the FHA collected
about $4.8 billion in premiums while pay-
ing out only about $1.3 billion to cover
defaults.

TABLE I

Cumulative net losses through June 30,
1972 on acquired properties and assigned
mortgages:

Million
Mutual mortgage insurance fund
General insurance fund
Cooperative management housing in-
surance fund?!

1 A profit of less than $0.7 million.

FHA insurance fund reserves now total
about $1.4 billion, more than total de-
faults since 1934.

Actually, the reserves in the Mutual
Mortgage Insurance Fund are about
$1.8 billion. FHA projections suggest
these reserves will rise by about $165
million at the end of fiscal year 1974. The
other funds include the special risk in-
surance fund fo which appropriations to
absorb losses were contemplated. The
right to use accumulated Mutual Mort-
gage Insurance Fund reserves for other
losses would be clarified in accordance
with my bill.

Instead of accumulating another $165
million of mutual fund reserves in fiscal
year 1974, my proposal would lead to
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some reduction in already excessive re-
serves in the short run. This is as it
should be. Reserves should be brought
down in the next few years, and the FHA
forced to seek more economy in its opera-
tions.

By lowering the rate to one-quarter
of 1 percent, my proposal would cut
the fat out of the FHA's insurance pro-
grams. It will force the FHA to take a
careful look at its administrative costs
so that it can get by on the lower pre-
mium.

Over the years, 38 percent of the in-
surance premium has been going to pay
FHA's expenses. More of the homeown-
ers’ premium payments are going to
cover FHA expenses than to meet mort-
gage defaults. FHA administrative
costs should be reduced, and I believe
that my bill would help accomplish this
goal,

Mr, President, the Senate Committee
on Banking and Currency has before it
S. 2182 which includes legislation revis-
ing the National Housing Act. The House
Banking and Currency Committee is now
working on its version of this legislation.

The Senate bill would consolidate
FHA insurance funds into two main
funds, one for general insurance, and
the other for special risk mortgages. Both
bills retain a third fund, which is much
smaller, for cooperative housing as well.

My bill would lower the premium for
all these funds. For the subsidized mort-
gages under the special risk program, this
makes sense because the high premium
for subsidized mortgages simply adds to
the Federal housing subsidy payment.
Charging the occupant a premium raises
the cost of the subsidy. This is so be-
cause the occupant’s payment is limited
to a given percentage of his income. The
difference has to be made up by the
subsidy voted by the Congress.

My bill, therefore, also requires the
Secretary of HUD to consider the cost
saving which could be acheived by elim-
inating the premium altogether for sub-
sidized housing.

To summarize, my bill stipulates that
within 30 days of the effective date of
legislation, mortgage insurance premium
rates on all new FHA-insured mortgage
loans would be reduced to no higher than
one-fourth of 1 percent per annum on
outstanding balances. Rates on older
mortgages would drop to this level also
within a few months.

Within 90 days after the effective date
of the legislation, the Secretary of HUD
would be required to provide Congress
with recommendations with respect to
the transfer of as large a part as pos-
sible of FHA insurance reserves accu-
mulated in the past to new insurance
funds set up under new housing legis-
lation.

The Secretary will also be required to
make recommendations concerning fur-
ther premium reductions or to justify a
higher premium level if this seems to be
required after the Congress has deter-
mined that all possible economies have
been made. The Secretary must also
evaluate the administrative savings
which might be achieved by eliminating
the premiums on subsidized housing.

My bill requires that in the future,
the Secretary of HUD make an annual
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report on the level of the insurance pre-
mium so that Congress may be certain
that the home buyer is getting the lowest
possible premium rate,

Mr. President, the American home-
buyer has paid a very high price for ill-
conceived economic policies in the past
few years. He has paid and continues to
pay outrageously high mortgage rates.
The Congress needs to attack this prob-
lem, and accepting my proposal on in-
surance premiums is one important way
to do so.

I ask unanimous consent that my bill
be printed in the Recorp at this point.

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

S. 2404

Be it enacted by the Senate and House
of Representatives of the United States of
America in Congress assembled, That (a) the
insurance premium for any mortgage insured
by the Becretary of Housing and Urban De-
velopment under the National Housing Act,
or any Act supplementary thereto, shall not
exceed one-fourth of 1 per centum per an-
num of the amount of the principal obliga-
tion of the mortgage outstanding at any
time. With respect to any such mortgage
which is outstanding on the effective date
of this section, the Becretary shall adjust
the insurance premium applicable to such
mortgage In conformity with this section at
such time (not later than 12 months after
such effective date) as the next annual
premium amount for such mortgage is deter-
mined.

(b) This section takes effect upon the ex-
piration of 30 days after the date of enact-
ment of this Act.

Sec. 2. (a)(1) The Secretary of Housing
and Urban Development shall, not later than
90 days after the date of enactment of this
Act, report to the Congress his recommenda-
tions with respect to transferring as large
a part as practicable of the reserves of the
Mutual Mortgage Insurance Fund, created
by section 202 of the National Housing Act,
to the General Insurance Fund and the Spe-
clal Risk Insurance Fund, created respec=
tively by sections 519 and 238(b) of such
Act. In making such recommendations the
Secretary shall have regard to (A) the fact
that the General Insurance Fund and the
Special Risk Insurance Fund are now the
principal funds for carrying out the home
mortgage insurance programs administered
by the Secretary, (B) the fact that the re-
serves of the Mutual Mortgage Insurance
Fund were accumulated in significant part
through premium payments by mortgagors
whose Interests in the properties covered by
insured mortgages have been transferred, and
(C) the paramount interest of the Govern-
ment in view of the ultimate underwriting
of risk by the United States and the impor-
tance of spreading the risk over an extended
period of time.

(2) The report required under paragraph
(1) shall also include the recommendation of
the Becretary with respect to a reduction of
the premium for the insurance of any mort-
gage by the Secretary to a level lower than
one-fourth of 1 per centum per annum of
the amount of the outstanding principal
obligation of the mortgage. If the Secretary
determines that it is not practicable to rec-
ommend a reduction of the premiums below
one-fourth of 1 per centum per annum or if
he determines that a premium greater than
one-fourth of 1 per centum per annum is
necessary then he shall recommend that
minimum per centum which he deems to be
feasible not to exceed four-tenths of one per
centum per annum. In making any such
recommendation the Secretary shall have re-
gard to the recommendations made under
paragraph (1) and shall indicate the actuar-
ial factors assumed.
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(3) The report required under paragraph
(1) shall also include the Secretary's recom-
mendation with respect to the feasibility of
reducing administrative costs by eliminat-
ing morigage insurance premiums in the
case of that class of mortgages for the in-
surance of which premiums are now collect-
ed and deposited in the Special Risk Insur-
ance Fund, and his recommendation for re-
ducing mortgage insurance operating ex-
pense in other areas.

(b) In addition to the report specified in
subsection (a), the Secretary shall report
annually to the Congress (1) his analysis of
the financial condition of each of the mort-
gage Insurance funds administered by him
in the light of the then current risk expe-
rience and actuarial assumption, and (2) his
recommendations, on the basis of such analy-
gis, of the appropriate mortgage insurance
premium levels. The first such report shall
be made not later than one year after the
date on which the report required under
subsection (a) is submitied, and subsequent
reports shall be made at annual intervals
thereafter.

By Mr. MONDALE:

5. 2405. A bill to amend title IT of the
Social Security Act to extend the time
within which certain Federal-State
agreements may be modified to give non-
covered State and local employees under
the divided retirement system procedure
an additional opportunity to elect cov-
erage. Referred to the Committee on
Finance.

SOCIAL SECURITY COVERAGE FOR STATE
EMPLOYEES

Mr, MONDALE., Mr. President, I am
today introducing legislation to permit
additional State employees now covered
under State retirement systems to obtain
coverage under social security.

Under the so-called “divided retire-
ment systems” now in effect in Minne-
sota and 19 other States, State employees
are given the option of social security
coverage under agreements between the
State and the Secretary of HEW.

Those who choose not to be covered
under social security may, under speci-
fied circumstances, be given the oppor-
tunity later to change their mind and
obtain social security coverage.

This opportunity for a second chance,
however, is very limited. Existing law
now effectively denies this opportunity
to any individual employee, although
groups of employees may still switch over
if a majority of the group agrees to do
s0 in a referendum.

I believe individual employees should
have an opportunity to obtain social
security coverage even if a majority of
the employment group to which they
belong does not.

The legislation I am intreducing today
would permit this. Under the bill, States
like Minnesota would have until the end
of 1974 to enter into an agreement with
the Secretary of Health, Education, and
Welfare giving individual State em-
ployees who wish to do so a second
chance to obtain social security coverage.

Those who have worked hard all their
lives should not be denied a decent re-
tirement income because of one wrong
choice. They deserve a second chance,
This bill would give it to them.

By Mr. CRANSTON:
S. 2407. A bill to establish the Federal
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Audio-Visual Coordination Board, regu-
late production by Federal agencies of
audio-visual materials, and provide cer-
tain labor standards in connection there-
with. Referred to the Committee on Gov-
ernment Operations.

Mr. CRANSTON. Mr. President, for
almost 40 years congressional commit-
tees have studied various aspects of Gov-
ernment activities that are or may be in
competition with private enterprise. The
Government relies heavily on contractors
to provide goods and services needed to
support its missions. Historically, gov-
ernment policy has favored contracting
for goods and services rather than pro-
viding them in-house. However, only
limited expressions of this policy appear
in our statutes and executive branch pro-
cedures.

I am introducing a bill, the Federal
Audio-Visual Act of 1973, that would
eliminate needless Government compe-
tition with private industry in one of
these areas, the making of audiovisual
materials.

More than $300 million is spent an-
nually by the Federal Governmenf on
audiovisual production, Despite the fact
that the movie industry is suffering from
major economic problems, the Govern-
ment is producing an increasing amount
of its own material. Instead of utilizing
the private sector, the Government has
developed its own massive radio-televi-
sion motion picture producing capability.
This makes the Federal Government the
Nation’s single largest producer of audio-
visnal material.

In March 1971 officials of the American
Federation of Television and Radio Art-
ists presented this problem to Congress-
man Barry GOLDWATER, Jr. Last fall, he
jssued a 66 page report on Federal in-
volvement in audiovisual production
based on a comprehensive study of the
problem and specific inquiries to agencies
to determine their role in this production.

In response to the inquiries, 13 Govern-
ment agencies declared they had a total
of $15 million worth of audiovisual
equipment. The investigation showed
that the Defense Department alone has
more than $289 million dollars worth of
audiovisual equipment.

Six of the seven major agencles, in-
cluding the Department of Health, Edu-
cation, and Welfare possess separate fa-
cilities, equipment, and personnel. Not
only is there useless duplication of equip-
ment and personnel, but there is also
duplication of products within depart-
ments. The Defense Department is one
of the biggest offenders. In 1971 and 1972
the DOD produced 12 films on one sub-
ject: “How To Brush Your Teeth.”

The Goldwater investigation inquired
into governmental policy on procurement
of audiovisual materials through con-
tracts with private producers, only to find
that no agency has an established policy
on the amount of audiovisual materials
it produces through contract with out-
side companies.

The following is a list of the percent-
age of in-house production of material
by the agencies themselves. The balance
is produced on a contract basis.

Department of Agriculture, 47 percent;
Department of Justice, 76 percent;
Atomic Energy Commission, 63 percent;
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Department of Treasury, 54 percent; De-
partment of Interior, 19 percent; Housing
and Urban Development, 62 percent;
Health, Education, and Welfare, 57
percent.

Department of Defense: U.S. Air Force,
97 percent; U.S. Army, 40 percent; U.S.
Navy, 20 percent and U.S. Marine Corps,
62 percent.

This information indicates that the
Government is producing an average of
54 percent of its own audiovisual
material.

The waste of taxpayers’ money
through duplication and mismanage-
ment is just part of the inequity and in-
efficiency created by Government com-
petition with the private film industry.
The investigation also found that the
Federal Government often does not pay
prevailing wages to individuals with
which it contracts for radio, television, or
film productions. Mr. GOLDWATER'S report
indicates that the Government on the
average pays one-sixth the prevailing
wage scale to performers.

My Lill addresses these problems by re-
quiring all Federal agencies to pay pre-
vailing wage rates to all persons who are
hired to work in or produce audiovisual
materials. It further requires all out-
side contractors who produce audio-
visual materials for the Federal Gov-
ernment to pay prevailing wages to their
employees. The bill would also limit Fed-
eral agencies from producing audio-
visual maverials except up to 25 percent
of materials, which must be solely for the
internal use of the agency. Classified
material or materials for the purposes of
scientific research, crime investigation,
or intelligence are exempted from this
limitation.

The Federal Audio-Visual Act of 1973
is an attempt to end needless Govern-
ment in-house audiovisual production.
There need be a broadened investigation
of Government in-house industrial and
commercial competition with the pri-
vate sector. I hope this bill will trigger
this urgently needed inquiry.

Mr. President, I ask unanimous con-
sent that the text on the bill appear at
this place in the RECORD.

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

8. 2407

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

SHORT TITLE

BectioN 1. This Act may be cited as the

“Federal Audio-Visual Act of 1973.”
PURPOSE

Sec. 2. The purpose of this Act is to pro-
vide regulation and coordination of the use
and production of audiovisual material by
Federal agencies.

DEFINITIONS

Sec. 3. Where used in this Act—

(1) the term “audio-visual materials™
means motion pictures, television video
tapes, radio tapes, slide films, filmstrips, pho-
tographs, phonograph records, and transcrip-
tions;

(2) the term *“audiovisual supplies and
equipment” means unexposed, unprocessed,
or unrecorded films, tapes, and recording
discs, and ~ameras, projectors, sound record-
ing devices, and related equipment, but does
not include any equipment or supplies which
are primarily used for the reproduction (by
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photograph or otherwise) of documents, cor-
respondence, and other paperwork;

(3) the term “employees” means actors,
announcers, newsmen, singers, musicians,
dancers, phonograph recording artists, la=
borers, mechanics, craftsmen, technicians,
and other supporting personnel engaged in
the production of audiovisual materials;

(4) the term “production”, when used in
conjunction with audiovisual materials,
means creating, preparing, editing, reediting,
or reproducing such materials;

{(5) the term “Board” means the Federal
Audio-Visual Coordination Board estab-
lished by this Act; and

(6) the term “Federal agency” means any
department, independent establishment,
commission, board, bureau, division, office,
or subdivision thereof, and any corporation
wholly owned by the United States, but
does not include the Congress, the courts of
the United States, the governments of the
territories or possessions of the United
States, or the government of the District of
Columbia.

FEDERAL AUDIOVISUAL COORDINATION BOARD

Sec. 4 (a) EsTasLisHMENT.—There is estab-
lished a board to be known as the Federal
Audio-Visual Coordination Board.

(b) Duries.—The Board shall—

(1) work to achieve a coordinated and co-
operative relationship between Federal agen-
cies and the audiovisual industry of the
United States;

(2) undertake systematic appraisals of
Federal agency procurement, utilization, and
production of audiovisual supplies and
equipment; and promulgate standards to
create uniformity and Interchangeability,
and increase economies;

(3) organize and supervise the administra-
tion of section 5, and prescribe such rules
and regulations as are necessary to carry out
this Act.

(c) MEmsersHIP.—The Board shall be com-~
posed of eleven members as follows:

(1) the Director of the General Account-
ing Office

(2) five members appointed by the Presi-
dent from persons who represent the audio-
visual units of Federal agencies;

(3) five members appointed by the Presi-
dent who represent the private audiovisual
production industry (twe of such persons
shall represent the organized labor sector of
such industry).

{d) Terms.—Members shall be appointed
for terms of three years. A vacancy in the
Board shall be filled in the same manner in
which the original appointment was made.

(e) CHAmMAN.—The Chairman of the
Board shall be the Director of the General
Accounting Office

(f) Pax anp TrRaveEL ExPENSES—(1) Except
as provided in paragraph (2) members of the
Board shall each be entitled to receive $25
for each day (ilncluding travel-time) during
which they are engaged in the actual per-
formance of duties vested in the Board.

(2) Members of the Board who are full-
time officers or employees of the United
States shall receive no additional pay on ac-
count of their service on the Board.

(3) While away from their homes or regu-
lar places of business in the performance of
services for the Board, all members of the
Board shall be allowed travel expenses, in-
cluding per diem in lieu of subsistence, in
the same manner as persons employed inter-
mittently in the Government service are
allowed expenses under section 5703(b) of
title 4 of the United States Code.

(g) DmecTOR AND STAFF.—The Board shall
have the power to appoint and fix the com=~
pensation of a Director and a staff of not
more than five persons without regard to the
provision of title 5, United States Code, gov-
erning appointments in the competitive serv-
ice, and may be pald without regard to the
provisions of chapter 51 and subchapters III
and IV of chapter 53 of such title relating to
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classification and General Schedule pay rates.
The Director shall be paid compensation at
a rate not to exceed the rate prescribed for
level IV of the Federal Executive Salary
Schedule, and any staff appointed shall be
pald compensation at a rate not to exceed
the rate of basic pay in effect for grade GS-11
of the General Schedule.

(h) ExPERTS AND CoNsSULTANTS.—The Board
may procure temporary and intermittent
services to the same extent as is authorized
by section 3109(b) of title 5 of the United
States Code.

(i) Brarr oF FEDERAL AGENCIES.—Upon re-
quest of the Board the head of any Federal
agency is authorized to detail, on a reim-
bursable basis, any of the personnel of such
agency to the Board to assist it in carrying
out its dutles under this Act.

() ADMINISTRATIVE SUPPORT SERVICES —
The Administrator of General Services shall
provide to the Board on a reimbursable basis
such administrative support services as the
Board may request.

(k) MamLs.—The Board may use the United
States mails in the same manner and upon
the same conditions as other departments
and agencies of the United States.

(1) GOVERNMENT AGENCY COOPERATION.—
All Federal agencies are authorized and di-
rected to cooperate with the Board, and shall
furnish to the Board, upon its request, any
information necessary to enable it to carry
out this Act.

AUDIOVISUAL PRODUCTION

Sec, 5. (a) GeNERAL RuLE—No Government
agency, except as provided in subsection (b),
shall produce any audiovisual materials. All
such materials shall be obtained from pri-
vate sources.

(b) ExceprroN.—Any Government agency
may produce up to 25 per centum of the au-
diovisual materials which are solely for the
internal consumption of such agency. Such
25 per centum shall be based upon the mone-
tary value of the materials produced.

(c) ApDJUSTMENTS TO STANDARD.—In these
instances where the Board finds that a meas-
ure which is based entirely upon monetary
value is either inequitable or unworkable, it
is authorized to reguire such adjustments,
or apply such other types of measure, as it
finds necessary.

LABOR STANDARDS

Sec. 6. Amendment to Service Contract Act
of 1965 section 8(b) of the Service Contract
Act of 1965 (79 Stat. 1034) is amended by
inserting the words “laborers, mechanics,
craftemen, technicians, professional em-
ployees and related or supporting personnel
involved in the production of motion picture
films; and"” immediately after the word
“means".

EXEMPTIONS

Sec. T. This Act shall not apply—

(1) where the audiovisual materials or
production involved include information
classified, or likely to be classified, pursuant
to Executive Order Numbered 10501 (Safe-
guarding Official Information);

(2) where the audiovisual materials are
used or produced by a Federal agency for the
purposes of scientific research, testing, or de-
velopment; or as part of official surveillance
for crime investigation, administration of
law enforcement activities, or collecting and
compiling intelligence regarding national se-
curity;

(3) to restrict a Federal employee or mem=
ber of the Armed Forces from appearing in
any audiovisual material in which he is por-
trayed in a role which is contained in his job
classification, but only if he is regularly em-
ployed by the Federal agency for which the
audiovisual material is being produced and
regularly functions in such role; or

(4) where the Board, by a vote of two-
thirds of its members, has found it in the
interest of the United States to provide an
exemption.
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AUTHORIZATION
Sec. 8. There are authorized to be appro-
priated such sums as may be necessary to
carry out the provisions of this Act.
EFFECTIVE DATE
Sec. 9. This Act shall take effect sixty days
after the date of its enactment.

By Mr. TOWER (for himself and
Mr. SPAREMAN) :

S.J. Res., 152, Joint resolution to ex-
tend the authority of the Secretary of
Housing and Urban Development with
respect to the insurance of loans and
mortgages, to extend authorizations un-
der laws relating to housing and urban
development, and for other purposes. Re-
ferred to the Committee on Banking,
Housing and Urban Affairs.

Mr, TOWER. Mr. President, today I
am introducing a bill which will hope-
fully put an end to this on-again, off-
again situation of the FHA insurance
authority.

To briefly bring us up to date, last
May the House passed House Joint Reso-
lution 512. That resolution contained
simple 1-year extension of FHA author-
ity, and it extended authorization levels
for certain community development pro-
grams. House Joint Resolution 512 did
not emerge from the Banking, Housing,
and Urban Affairs Committee in pre-
cisely that form, however.

The resolution was amended to provide
for specific dollar authorizations instead
of open-ended authorizations. The reso-
lution was also changed to add two other
amendments. These changes have proven
to be highly controversial. One would
make it mandatory that HUD release
and spend all funds that had been au-
thorized and appropriated for the feder-
ally subsidized urban and rural housing
programs. The other provision would
expand the HUD section 518(b) program
to include houses built under the section
203 and section 221 programs. This pro-
gram allows HUD to compensate pur-
chasers of homes for defects that existed
at the time they purchased the home.
These are defects which should have been
discovered by the FHA at the time of
the appraisal, but were not.

Now we took these provisions to the
conference which we had with the
House. The House came to the confer-
ence with the position that they passed a
simple extension bill, under a suspension
of the rules, and they did not want to
turn this bill into a “Christmas Tree.” In
fact, I am told that prior to their pass-
ing of House Joint Resolution 512, they
made every effort and were successful in
keeping this a clean bill. Many House
Members had a desire to add certain
provisions, but they withheld from the
temptation to make sure that the bill
remained noncontroversial. This was
done to make sure that the bill would
pass quickly and FHA authority would
not die.

Mr. President, we have had many
meetings before the House and Senate
conferees finally decided on a confer-
ence report. There was hard bargaining
on both sides of the table. What finally
occurred was that, after much debate,
the House narrowly agreed to take the
two controversial provisions that the
Senate added and bring them back to
the floor of the House for consideration.
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On September 5, just a few days ago,
the House voted on the conference re-
port. By a vote of 202 to 172, they voted
to recommit the report back to the con-
ference committee. Mr. President, if you
will examine the record of the debate on
this vote, you will find that the resulting
vote was due to the strong opposition in
the House to the two controversal
amendments to which I have previously
referred.

Since the House vote, the conference
committee has met again to try to re-
solve this problem. But again, as in late
June, and as was the case immediately
prior to the August recess, time is run-
ning out. The FHA authority will expire
in just a very short time. This stop and
go continuation of authority has got to
stop. While it is true that high mortgage
interest rates are having a disastrous
effect on housing production, the month-
by-month granting of FHA authority is
proving to have a similar effect. Lenders
and builders are not going to put all their
resources into FHA programs knowing
that at the time they are ready to close
a deal there might not be any authority
in existence. And today, more than ever,
this country needs the FHA programs.
While the FHA maximum interest is
now 814 percent, that is still a far sight
better than 914 percent or 10 percent
conventional mortgage interest rate. For
many thousands of potential purchasers,
FHA is the only way at this time.

And so, Mr. President, with the con-
ference committee unable to reach a de-
cision as yet, and with the expiration of
FHA authority around the corner, I am
introducing a joint resolution which will
resolve the erisis that is facing us. It is
identical to what the conferees on House
Joint Resolution 512 have agreed to with
one exception. Those provisions which
the House objected to so strenuously on
the floor, during debate on their motion
to recommit, have been deleted. Addition-
ally, it provides an extension of FHA
authority to October 1, 1974. If the con-
troversial provisions are worthy and just,
then it is my opinion that they should
pass the test of both bodies of this Con-
gress as separate legislation. Let us not
jeopardize the continuation of the FHA
programs any longer.

ADDITIONAL COSPONSORS OF BILLS
AND JOINT RESOLUTIONS
8, 1550
At the request of Mr, Tower, the Sen-
ator from Ohio (Mr. Tarr) was added
as a cosponsor of S. 1550, to provide tax
incentives to encourage physicians, den-
tists, and optometrists to practice in
physician-shortage areas.
B. 1810
At the request of Mr. Moss, the Sena-
tor from New York (Mr. JAvITS) was
added as a cosponsor of S. 1610, a bill to
require the installation of airborne, co-
operative collision avoidance systems on
certain civil and military aircraft, and
for other purposes.
8. 1769
At the request of Mr, Macnuson, the
Senator from Nevada (Mr, CANNON) was
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added as a cosponsor of S. 1769, to estab-
lish a U.S. Fire Administration and a
National Fire Academy in the Depart-
ment of Housing and Urban Develop-
ment, to assist State and local govern-
ments in reducing the incidence of death,
personal injury, and property damage
from fire, to increase the effectiveness
and coordination of fire prevention and
control agencies at all levels of govern-
ment, and for other purposes.
B. 2217
ANIMALS—NOT ORDINARY AIR CARGO

Mr. DOLE. Mr. President, we have long
been a nation of animal lovers. We have
devoted more money, more time, and
more effort to the care and well-being
of our domesticated animals than any
other modern society. Our Congress has
always been responsive to the need for
laws to protect our animals. Today I am
joining a growing group of Congressmen
and Senators who are asking for a leg-
islative remedy to a serious problem af-
fecting a large number of pet owners,
and which troubles those who care about
all animals—pets, laboratory animals,
and exhibition animals alike. I am refer-
ring to the inhumane treatment of ani-
mals transported in commercial airlines.

With alarming frequency the news
media relate incidents of animals which
have suffered or died because of the
frightful conditions connected with fiy-
ing in commercial airlines. According to
a recent article in Air Line Pilot, the
death, injury and loss of live animals has
reached a point where our humane so-
cieties consider the problem a major
issue. The Air Transport Association of
America estimates that about 200,000
dogs and cats are moved by air each
year. Add to that the number of animals
being shipped to laboratories and pet
stores, and the problems connected with
air shipment take on mammoth propor-
tions.

The problems are numerous, and there
are many differing opinions as to which
is the most serious. It would serve no
purpose here to rank the points; suffice
it to say they are all horrible. And they
begin as soon as shipment by air carrier
is considered.

CROWDED FLIGHT

There are a number of options to any-
one shipping live animals by air. Ac-
cording to the Washington Humane So-
ciety, however, none is good or very safe.
Animals can be shipped as passenger
baggage, air express, air freight, or
special air freight. In some cases, when
the flight is long and the owner is aboard
as a passenger, rules may permit a small
pet to ride up front with his owner.
Otherwise, most live animals ride in the
belly compartment with the other cargo,
and they are treated as cargo. Humane
societies charge that to a cargo han-
dler & box of white mice or a crated
puppy is just another piece of cargo to
be moved from one place to another.
Never mind the fact that a living crea-
ture is involved.

Once headed for the cargo compart-
ment, the animal will encounter inex-
cusable conditions. First off, it may be
some time before the animal is actually
loaded onto the plane. Mixed in with
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suitcases and cartons of nonperishable
goods, small animals may sit for hours
in the blazing sun, pouring rain, or
freezing snow before loading. Once
aboard, a whole series of atrocities can,
and often do, occur.

Despite the claims of many airlines,
few cargo compartments have adequate
ventilation or any temperature control
devices. During long periods when the
craft is sitting on the runway, the tem-
perature within the compartment may
fall as low as 0°, and has been reported
as high as 130°. To add insult to injury,
there may be, accompanying the tem-
perature problem, a ventilation one.

Though cargo compartments are pres-
surized, on many aircraft they are sealed
after loading as a fire prevention meas-
ure. In such cases, there is almost no
ventilation and animals must survive on
the air present at loading. Factors of
time and overcrowding may conspire
against an animal’s chance of survival
under these conditions.

We also know about incidents of
animal crates being stacked near or di-
rectly next to dry ice, placed on hoard
to preserve fresh flowers. I do not deny
the worthiness of beautiful flowers, nor
would I threaten the income of florists,
but small live animals cannot survive in
closed compartments with dry ice.

Another danger comes from the
thoughtless and careless piling of crates
on top of each other, and crowding them
in with bulky cartons and luggage. In
these circumstances, air supply can be
drastically reduced, and it is not unheard
of for crates and their occupants to be
crushed.

This brings to mind still another prob-
lem—that of the crates themselves. Pub-
lic enemy No. 1, in the opinion of many
humane societies, is the slatted fruit
crate. This container cannot withstand
weight or pressure and it splinters easily,
allowing frightened animals to injure
themselves severely. Animals are often
shipped in boxes which are too small to
allow them to lie down and sit com-
fortably. In some cases, larger wild
animals are in crates too large to con-
fine them sufficiently to prevent injury.
Shippers frequently fail to provide for
adequate ventilation, water, or food.
Often crates are so flimsy as to be easily
crushed or broken, thereby injuring the
animal, or giving him a way to escape.
This sin of inadequate crating is often
committed by pet owners.

TUFON ARRIVAL

Once at their destination, the animals
face a new set of dangers. Some can be
shipped as special air freight, an ar-
rangement offered by some carriers for
packages of a certain size, which allows
the animal to be claimed minutes after
arrival. For many others, in particular
those arriving on weekends, there may be
a delay of several days. During that pe-
riod there is no assurance that the ani-
mal will be checked, watered or walked.
Sick and injured animals are frequently
unattended. In fact, many freight re-
ceivers will not go near an animal which
appears to be suffering.

Commercial pet stores and laboratories
are the worst offenders. Because there is
no emotional attachment to the animals,
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there is insufficient incentive to be
prompt about picking them up. Curious-
ly, some humane society workers report
that the Federal agencies are remiss in
getting to the terminals when they
should. Large and frequent shipments of
mice and expensive primates, used by
the Government for health research, are
often left for several days before some-
one is dispatched to claim them. It is in-
teresting, and sad in this case, that, along
with the reluctance of the recipient to
send a truck to the depot, the freight
handlers traditionally have not had de-
livery services.
ANIMAL WELFARE ACT

There have been attempts to alleviate
these problems. In 1970 Congress passed
the Animal Welfare Act, which does af-
ford some protection for airborne ani-
mals. However, its provisions are not
adequate, nor are they followed or en-
forced. Under the 1970 law, exhibitors,
dealers, and research facilities are re-
quired to meet certain standards for
transportation of domestic animals.

Regulations promulgated by the Secre-
tary of Agriculture under the act do pro-
vide a base upon which to build new
regulations. They require that the trans-
porting vehicles be mechanically sound
and that the animal cargo compartments
be clean.

The regulations are quite specific as to
the transporting cages or crates. They
must be well ventilated, yet sufficiently
closed to protect the animal from the
elements. They must be easily opened in
the event of emergency, and they must
be so designed that the inner tempera-
ture will not exceed the outside tempera-
ture. They must be constructed in such
a way that the inside temperatures never
go above 95 degrees and temperatures
between 85 and 95 degrees are not pres-
ent for more than 4 hours at a time.

The crates must be large enough to
allow the animal to sit or lie in a natural
position. Further regulation prohibits
shipping incompatible animals in the
same crate.

Crates without solid floors may not be
placed one on top of the other; and all
crates must be cleaned and sanitized be-
tween shipments.

Special attention is given in the reg-
ulations to trips which take more than
12 hours. In those cases, the vehicle must
be stopped—this would obviously not
apply to airplanes—and potable water
made available to the animals for at least
one hour. Adult dogs and cats must be
fed once every 24 hours, and puppies and
kittens every 6 hours. Dogs must be re-
moved from the carrier at least once
every 36 hours for water and exercise.

The regulations also name the attend-
ant or driver as the person responsible
for checking the animals and determin-
ing if any need veterinary care. If so, it
is his duty to arrange for a veterinarian
to check the animal.

MORE PROTECTION IS NECESSARY

The 1970 act and the regulations are
all needed. But they are not enough.
They are not specific to the problems of
air transportation and they do not cover
conditions at the terminals or the air
freight warehouses. They do not place
restrictions on retail pet dealers, or on
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those who earn only a small portion of
their income from the breeding and rais-
ing of dogs and cats and the subsequent
sale to dealers or research facilities.
Clearly, new, stronger and more com-
plete provisions are needed.

Mr. President, Senator Baker has in-
troduced legislation, 8. 2217, which
would lead to substantial improvements
in the care and handling of animals
transported by air. S. 2217 requires the
Secretary of Transportation, in coopera-
tion with the Civil Aeronautics Board, to
complete a study of existing conditions
in air transportation of animals within
60 days after enactment. Then
60 days thereafter, the Secretary would
be required to promulgate regulations,
including minimum standards, provid-
ing for the humane treatment of all
animals in air transportation.

Mr. President, I am pleased to join asa
cosponsor to S. 2217.

5. 2328

At the request of Mr. McINTYRE, the
Senator from Colorado (Mr. HASKELL)
and the Senator from Indiana (Mr,
Bavn) were added as cosponsors of S.
2328, a bill to require the certain infor-
mation about gasoline be disclosed to
consumers.

BEENATE JOINT RESOLUTION 147

At the request of Mr. McINTYRE, the
Senator from Iowa (Mr. CLARK)}, the Sen-
ator from Maine (Mr, Muskig), the Sen-
ator from California (Mr. TuNNEY), and
the Senator from Connecticut (Mr.
Wercker) were added as cosponsors of
Senate Joint Resolution 147, calling for
a report on the People’s Republic of
China grain purchase.

REMOVAL OF COSPONSOR OF A BILL
5. 1103

At the request of Mr. Hareaway, his
name was removed as a cosponsor of S.
1103, to provide for public financing of
campaigns for nomination for election, or
election, to the Congress of the United
States.

SENATE RESOLUTION 168—SUB-
MISSION OF A RESOLUTION RE-
LATING TO SOVIET TREATMENT
OF INTELLECTUAL DISSIDENTS

(Referred to the Committee on For-
eign Relations.)

Mr. MONDALE. Mr. President, news-
paper reports of the past 10 days have
revealed that the Soviet Government is
waging new and intensive campaigns
against Nobel Laureate Alexander Sol-
zhenitsyn and physicist and civil rights
advocate Andrei Sakharov.

Mr. Sakharov, the father of the Soviet
hydrogen bomb, but also an outspoken
advocate for the nuclear test ban, issued
a manifesto in 1968 urging intellectual
freedom and humanitarian rights. Since
that time, he has become a leading So-
viet civil rights activist. On August 25, he
invited a group of foreign correspondents
to his Moscow apartment and warned
that—

Rapproachment without democratization
is very dangerous. It might lead to grave con-
sequences inslde our country and contami-
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nate the whole world with an anti-demo-
cratic character.

He has also stated:

Intellectual freedom is essential to human
soclety—Ireedom to obtain and distribute
information, freedom for open-minded and
unfearing debate, and freedom from pressure
by officialdom and prejudice.

Alexander Solzhenitsyn, perhaps the
greatest Russian writer of this century,
has also been subject to a barrage of crit-
icism for his overtures to the West. Mr.
Solzhenitsyn, saying that his life has
been threatened by the KGB, reports that
in the event he is imprisoned or killed, he
has made provision for publication of
“the main part” of his works, hereto-
fore unpublished.

For the past 10 days, the Soviet Gov-
ernment has orchestrated a widespread
campaign against these and other dissi-
dents. Hundreds of letters and articles
have been directed against these men in
the pages of the Soviet press. Violinists
David Oistiakh and Leo Kogan, warned
that Sakharov is “stirring up the dying
coals of the cold war.” Composer 3hosta-
kovich accused him of “debasing the
honor and dignity of the Soviet intelli-
gensia.”

It s fearec that this campaign is being
waged to prepare public opinion for legal
action against Mr. Sakharov with the
possibility of throwing him into a mental
asylum, which is a common punishment
for Soviet dissidents, or into jail.

Indeed, Mr. Sakharov suggested in
Moscow Saturday that Jelegates to an
international conference on schizo-
phrenia in the Soviet Union next month
demand to see people who, he said, were
forcibly confined in psychiatriz hospitals
for political reasons. The American
Psychiatric Association appeared to be
taking up his suggestion.

This campaign of the Soviet Govern-
ment to harass and intimidate those who
have demonstrated enormous courage in
advocating civil liberties, truth, and hu-
man decency, offends the conscience of
free peoples everywhere. Indeed, in the
First Circle, Solzhenitsyn asks:

Aren't writers supposed to teach, fto
guide? . . . And for a country to have a
great writer—don’t be shocked, I'll whisper
it—is like having another government. That's
why no regime has ever loved great writers,
only minor ones.

I am therefore submitting a sense of
the Senate resolution today which urges
the President, in this period of relaxed
international tensions and American-
Soviet détente, to impress upon the
Soviet Government the deep and grow-
ing concern of the American people with
the continuing intimidation of these men
and women who do not adhere to prevail-
ing ideology.

It also urges the President to call upon
the Soviet Government to permit the
free expression of ideas by all its citizens
in accordance with the Soviet Constitu-
tion and the Universal Declaration of
Human Rights.

Finally, the resolution urges that the
President use the medium of current
negotiations with the Soviet Union, as
well as informal contacts with Soviet
officials, in an effort to secure an end to
the repression of dissent.
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Yesterday the National Academy of
Sciences, in a telegram sent by Dr. Philip
Handler, its president, to Dr. Mstislav
Keldysh, president of the Soviet Acad-
emy of Sciences, warned that American
scientists will refuse to participate in
joint projects as long as Moscow con-
tinues to harass Mr. Sakharov. The cable
stated:

Harassment or detention of Sakharov will
have severe effects upon the relationships
between the scientific communities of the
U.S. and the U.S.S.R. and could vitiate our
recent efforts toward increasing sclentific
interchange and cooperation . . .

Were Sakharov to be deprived of his op-
portunity to serve the Soviet people and
humanity, it would be extremely difficult to
imagine successful fulfillment of American
pledges of binational scientific cooperation,
the implementation of which is entirely de-
pendent upon the voluntary effort and good-
will of our individual scientists and sclentific
institutions,

It would be calamitous indeed if the spirit
of the detente were to be damaged by any
Turther action taken against this gifted
physicist who has contributed so much to the
military security of the Soviet people and
who now offers his wisdom and insights to
that people and to the entire world in the
interests of a better tomorrow for all man-
kind,

The National Academy of Sciences is
to be commended on issuing this bold
statement of humanitarian concern and
solidarity with its Soviet counterpart.

I was therefore extremely dismayed to
learn that HEW Secretary Weinberger,
upon his return from a tour of health
facilities in the Soviet Union and Poland,
sharply criticized the National Academy
of Sciences for sending this telegram
and for “firing brickbats through the
daily press.” Secretary Weinberger de-
clared that Soviet-American scientific
cooperation must not be affected by what
he described as “an internal Soviet af-
fair.” I totally reject this callous and
shortsighted position which demands
that we ignore actions which suppress
intellectual freedom and stifie dissent. I
would hope that this attitude does not
represent the official position of the ad-
ministration. If it does, there is all the
more reason for the Senate to pass this
resolution with particular urgency.

I would hope, rather, that this body
will follow the lead of the American sci-
entists and approve a resolution which
would put the Senate on record as op-
posing Soviet repression and intimida-
tion.

Mr, President, let me emphasize that
these Soviet actions also violate the ob-
ligations of the Soviet Union under arti-
cle 5 of the “International Convention
on the Elimination of All Forms of Racial
Discrimination,” which was ratified by
the Soviet Union in 1969, This section
guarantees:

The right of everyone . . . to equality be-
fore the law, notably in the enjoyment of the
following rights . . . the right to freedom
of thought, conscience, and religion; the
right to freedom of opinion and expression;
and the right to freedom of peaceful assem-
bly and association . . .

In addition, under article 19 of the
“Universal Declaration of Human
Rights”—a declaration that was unani-
mously adopted by the U.N. in 1948—

Everyone has the right to freedom of opin-
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ion and expression; this right includes free-
dom to hold opinions without interference
and to seek, receive and impart information
and ideas through any media and regardless
of subject.

Last week, in ongoing trials against
other Soviet dissidents, Soviet historian
Pytor Yakir and economist Viktor Krasin
gave chilling public confessions in which
they admitted working for anti-Soviet
organizations and receiving payment
from Western journalists for distributing
newsletters critical of the Soviet Union.
For many, their memorized statements
of guilt conjures up again the public con-
fessions at the Stalinist public trials in
the late 1930’s and reminds us of the
sham trials described by Arthur Koestler
in “Darkness at Noon.”

Mr. President, the pattern of persecu-
tion against dissidents closely parallels
the persecution of those Jewish Soviet
citizens whose only crime is to want to
establish new lives in Israel. It also
closely follows new incidents of govern-
ment-sanctioned anti-Semitism, such as
the shameless outbursts at the World
University Games against Soviet Jews
who voiced support for the Israeli team
and against the Israeli basketball play-
ers themselves. The press reported that
Soviet plainclothesmen roughed up So-
viet Jews as they were leaving the games,

These most recent Kremlin crack-
downs raise new questions about the im-
portance of humanitarian concerns as
détente with the Soviet Union is pur-
sued. Solzhenitsyn's warning of “woe to
any nation whose literature is cut off by
the interposition of power” might even-
tually be heeded by the Soviet Union.
But for now, this body must express its
condemnation of such practices and urge
that progress toward détente be accom-
panied by continued pressure on the So-
viet Union for greater respect for human
rights,

The resolution reads as follows:

Whereas, physicist Andrei Sakharov, novel-
ist Alexander Solzhenitsyn, historian Pytor
Yakir, economist Viktor Krasin, and other
citizens of the Soviet Union have demon-
strated enormous courage and intellectual
honesty in advocating and defending the
importance of fundamental civil and po-
litical liberty, the necessity for the free and
unrepressed dissemination of ideas, and the
meaning of basic human decency although
faced with increasing harassment and im-
minent danger of criminal sanction; and

Whereas, the intensive and thorough cam-
paign of the Soviet Government to intimi-
date and deter those who have spoken out
against repression of political and intellec-
tual dissent profoundly offends the consci-
ence of a free people: Now, therefore be it

Resolved by the Senate, That it is the
sense of the Senate that the President of
the United States of America shall take im-
mediate and determined steps to—

(1) impress upon the Soviet Government
the grave concern of the American people
with the intimidation of those within the
Soviet Union who do not adhere to prevailing
ideology; and

(2) eall upon the Soviet Government to
permit the free expression of ideas by all
its citizens In accordance with the Soviet
Constitution and the Universal Declaration
of Human Rights; and

(3) use the medium of current negotia-
tions with the Soviet Union as well as in-
formal contacts with Soviet officials in an
effort to secure an end to repression of
dissent.
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DEFENSE AUTHORIZATION BILL,
1974—AMENDMENTS

AMENDMENT NO. 4756

(Ordered to be printed, and to lie on
the table.)

Mr. BAYH. Mr. President, I am today
submitting together with the distin-
guished senior Senator from Ohio, Mr.
Saxsee, an amendment to H.R. 9286, the
defense authorization bill, to delete con-
tinued funding for the Army's SAM-D
missile system. The SAM-D’s unit cost
has escalated 350 percent since it was
approved for development in 1967. It is
seven times as expensive as the improved
HAWK system it is supposed to replace,
and the improved HAWK is a substan-
tially new system just now beginning to
be deployed. It is essentially a European
weapon, justified for the protection of
the Tth Army, yet our NATO allies
have made it clear that they consider it
much too sophisticated and expensive.
Senator Saxse and I have carefully re-
viewed studies of the SAM-D by the
Research and Development Subcommit-
tee and the General Accounting Office
and are convinced that the SAM-D is
precisely the type of “excessively expen-
sive weapon system'” which the Armed
Services Committee in its report on this
bill ealled upon the military to “resist.”

This morning I testified before the
Defense Appropriations Subcommittee
setting forth in some detail what we
believe to be the case against SAM-D.
I ask unanimous consent that my testi-
mony be printed at this point in the
RECORD.

There being no objection, the testimony
was ordered to be printed in the Recorp,
as follows:

TESTIMONY OF SENATOR BIRCH BAYH

Mr. Chairman, I very much appreciate the
opportunity which you and the members of
your Subcommittee are today giving to the
other members of the Appropriations Com-
mittee and of the Senate to express our views
on defense expenditures. A few weeks ago,
the United States finally brought to an end
its involvement in the Indochina war—the
longest and in many ways perhaps the most
costly war in our history. This year, there-
fore, seems to me to be a particularly appro-
priate time for us to take a serious look at
the level of resources we are devoting to na-
tional defense and whether these resources
are being spent wisely. In spite of the fact
that we have ended military operations in
Indochina and in spite of the fact that we
have taken a significant step with SALT I
towards an arms accord with the Soviet
Union, the level of defense expenditure con-
tinues to grow, this year by £5.6 billion. I do
not believe that such continued growth is
necessary for the maintenance of a fully ade-
quate defense posture.

As Secretary Packard, one of the most re-
spected experts in this field, noted in 1968:
“The most certain way to waste resources is
to spend hundreds of millions of dollars on a
development and then conclude we will not
need what we are developing.” Likewise, as
the distinguished Chalrman of the Armed
Services Committee, Senator Stennis noted
in 1971: “If we can afford a permanent force
structure of only one-fifth as many fighter
aircraft or tanks as our potential adver-
saries—because our systems are about five
times more expensive than theirs—then a fu-
ture crisis may find us at a sharp numerical
disadvantage.” Although Chairman Stennis
was speaking in terms of aircraft and tanks,
we clearly face a similar situation with re-
gard to expenditures on air defense. The
warnings of responsible defense officials and
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members of Congress against excessive com-
plexity and cost in any one weapon system
were apparently not heeded in the decision to
go ahead with the weapon system I will dis-
cuss today.

I have taken the time to examine with
some care the programs and projects for
which the Defense Department has re-
quested funding for this fiscal year. Included
within that request are several weapon pro-
grams about which I believe serious ques-
tions arlse that need to be answered before
we in the Congress approve their funding.
One such weapon system which I would like
to discuss in some detall with the Subcom-
mittee today is the Army’s request for con-
tinued engineering development funds for its
SAM-D air defense missile system. This wea-
pon system could very well become the
Army’'s version of the C-5A. Already its cost
is 350% higher than estimated, but it is still
seven years from production. Per unit it is
more expensive than the F-14. Congress
balked when the Main Battle Tank was to
cost three times more than the M-60 tank it
was to replace. SAM-D costs seven times more
than the Improved HAWEK now being de-
ployed, according to current estimates.

In my view, the SAM-D program exhibiis
many of the characteristics identified with
questionnaire weapons in the past. These in-
clude changing capability requirements, un-
realistic threat nents, persisting tech-
nical uncertainties, postponed testing, in-
complete cost-effectiveness analysis, esca-
lated costs for fewer units and Inadequate
justification for the quantities to be pro-
cured. I would like to address each one of
these problems In turn.

The SAM-D system was originally con-
ceived for defense against tactical or inter-
mediate range nuclear missiles. The inter-
ception of such weapons required the de-
velopment of a new and very rapid type of
radar to combine the previously separated
tasks of surveillance, target-tracking, and
missile guidance as well as a very fast mis-
sile. However, after much of the initial
development work had been done, both the
contractor and the Army apparently con-
cluded that effective interception of such
missiles was simply not within the current
state of the art. They then had a weapon
system in search of a mission, and that has
now become one of defense against manned
aircraft. Yet In spite of this drastic change
in mission, none of the technical character-
istics were altered. There is good reason to
believe that some of the SAM-D’s character-
istics which would be necessary if it were
to be used against tactical ballistic missiles
may actually be disadvantageous when di-
rected against manned aircraft. For example,
the wingless missile is easy to outmaneuver.
BAM-D can be exhausted by decoys, can be
destroyed by radar-seeking or infrared mis-
siles, or simply by attack from the side or
the rear. Each fire section is, after all, a high
value target. The guestion arises then, are
we not putting too many eggs in one basket?

THREAT ASSESSMENTS

The essential justification for any weapon
system must le in our best assessment of
what military threats our forces will be
faced with in the future—in this case in the
1980's and 1990’s. It we are to be able to
make any rational judgment at all about
how best to spend our defense dollar, it is
erucial that we have the best possible esti-
mates of our potential enemy’s likely capa-
bilities. Such assessments are the primary
responsibility of the Defense Intelligence
Agency, and it is my understanding that all
the branches of our Armed Forces are €x-
pected to base thelr planning on the esti-
mates that are provided by D.I.A. Yet inex-
plicably, the threat estimates on which the
Army bases its case for the SAM-D are vastly
different from those of D.I.A. Although the
precise figures are classified, it is possible to
speak In terms of rough comparisons.

The documentation supporting the threat
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which SAM-D will be required to counter is
based on estimates made by the Army in
1970. When we compare these 1970 Army
data with the D.I.A. estimates for the same
period we find that as to aircraft models
currently known to exist the Army's esti-
mates are approximately 44% higher than
those of DI.A. As to models of aircraft not
now known to exist but postulated for fu-
ture development (Advanced Tactical Air-
craft) the Army's estimates exceed those of
D.I.A. by about 270%. In addition, the Army
assumed that these future models would
have two to six times more damage capabil-
ity than do presently known models.

Furthermore, the Army assumes that
strategic aircraft would be used for attacks
against the 7th Army in Central Europe and
estimates that the number of such aircraft
available to the Soviets for this purpose to
be 340% greater than the number postulated
by DI.A. I am, of course, no expert in stra-
tegic theory, but I would guestion whether
either the Soviets or the United States would
commit their strategic bomber forces for
this purpose, particularly since we know
that the Soviets have a very limited number
of such strategic aircraft,

Moreover, if one looks at the most recent
DIA. threat estimates (as of 1972) one con-
tinues to find essentially the same discrep-
ancy. For example, the number of Advance
Tactical Aircraft now postulated by D.IA.
continues to show a difference of over 250%.
The major difference between the 1970 and
1972 D.I.A. estimates involves the assumed
number of reconnaissance aircraft, as well
as the time period for which present models
will be retained. Thus, although the Army’s
and D.I.A. estimates as to current aircraft
are basically similar, there remains the very
substantial discrepancy as to future models.

Finally, and perhaps most importantly, the
Army in Its justification studies assumed
that Army Air Defense would have to do the
Job all by itself by ignoring the contribution
of United States Air Forces attacks on their
airfields and allied air forces and air defense
systems, If this is true, we in the Senate
should perhaps reconsider authorizing the
funds for maintaining the tactical air forces,
as well as purchasing new alrcraft such as the
F-111 and the F-15.

TECHNICAL UNCERTAINTIES

Although under the Department of De-
fense’s own regulations major new weapon
systems are not to be moved into engineering
development until technical uncertainties
are resolved by adequate testing, these re-
quirements have been waived as to two cru-
clial aspects of SAM-D. Most importantly the
target-via-missile (TVM) guidance system
which has no technical or operational prece-
dent was never flight tested. This in spite of
the fact that such a TVM guidance system
had twice been rejected by the Navy, once
with its Typhon system and later with its
Aegls system, as being too risky and not nec-
essary for an anti-aircraft weapon. The Army
says that computer simulation testing has
insured that the guidance system would op-
erate properly. But by the time that the
guidance system’s capability is actually dem-
onstrated, and there are those who doubt
that it ever will be, we will have spent some
$793 million on the program. Secondly, the
critical warhead-fusing device which is again
without technical precedent will not, under
present plans, be flight tested for several
years. In addition, there are other technical
uncertainties which normally should be re-
solved before proceeding to engineering de-
velopment which have not been adequately
dealt with. Studies are apparently underway,
for example, to determine how to provide
SAM-D with a 860 degree radar coverage in-
stead of the substantially more limited cov-
erage of which the present phased-array
radar is capable. Furthermore the phased-
array radar has never been deployed for field
use.
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HIGHER COSTS—FEWER UNITS

The most recent cost estimates of the total
SAM-D system as of the end of 1872 are
$4.377 billion. This compares with initial cost
estimates made in 1967 of $4.031 billion.
However, although the currently estimated
total cost has thus increased by only about
94 since 1967, the planned procurement of
SAM-D tactical fire sections has decreased
6879 and the total number of missiles to be
purchased has decreased 529%. Thus, the unit
costs of one tactlcal fire section is now about
three and one-half times the initial esti-
mates, a level of cost escalation which we
unfortunately are all too familiar with in
other guestionable weapon systems.

SAM-D AND U.S. FORCE LEVELS

One technigue which the military has used
many times in the past in convincing Con-
gress of the cost-effectiveness of a particular
weapon system is to maximize the number of
such weapons needed to protect U.S. forces
in order to reduce the unit costs. In justify-
ing the number of SAM-D units to be pro-
cured, the Army made the following assump-
tions, all of which appear to me to be highly
questionable:

(1) That the United States will have more
than three times the number of active divi-
sions in Europe, as compared with the pres-
ent level of four divisions, a number which
itself seems likely to be reduced before the
SAM-D becomes operational in the early
1980's.

(2) A world-wide force level of 21 and 14
active divisions, as compared with a present
authorized strength of 11 and 24 active divi-
sions,

(3) That the United States will be re-
quired to provide SAM-D defense not only for
the 7th Army in Europe and related in-
stallations, but also for other logistic and
port facilities. In other words, that our NATO
allles will not be able to provide any such
defense themselves.

(4) That a substantial number of SAM-D
units will be moving at any one time and
therefore be inoperative.

(6) That mnon-European TU.S. forces
throughout the rest of the world would be
faced with the same threat in quantity and
quality and therefore require the same level
of SAM-D defenses. No justification is given
for the extrapolation of the European threat
levels to the rest of the world. Although, I
am no expert, it is difficult for me to imagine
that the North Koreans or the Chinese for
example will possess the same degree of
technical sophistication as do the Soviets.

THE IMPROVED HAWK—AN ALTERNATIVE

TO THE SAM-D

In 1972 the Army began deployment of a
new air defense system for the field army
which provided substantially improved effec-
tiveness over the older Nike Hercules and
basic HAWEK. Although this system, called
the Improved HAWK represented a modifica-
tion of the earlier HAWK, it is in reality a
significantly different and more sophisticated
weapon. The Army itself acknowledged that
“either the Improved HAWK or the SAM-D
weapon system is capable of providing an
adequate defense” but went on to conclude

it would be more expensive to procure

enough Improved HAWKS to meet its pos-
tulated threat than to develop SAM-D. The
problem is that there is substantial reason
to belleve that the Army used quite different
criteria in comparing the cost effectiveness
of the two systems. For example, the operat-
ing costs of the Improved HAWK were ex-
pended over a period of 23 years, while those
of the SAM-D for 15 years. More importantly,
the Improved HAWK is already in produc-
tion and deployment has begun. Thus the
technical and cost risks associated with any
new weapon system have now been mini-
mized. The SAM-D system has, however, just
entered engineering development, and as I
have previously pointed out, certain critical
capabilities of the system have yet to be
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demonstrated. If the Army had used identi-
cal criteria in simulation and costing for the
two air defense systems, their conclusion
might well have been that Improved HAWK
was more cost effective than the SAM-D. Ac-
cordingly, the General Accounting Office in
their study concluded that a new, updated
cost-effectiveness study may well be war-
ranted in view of the “changes made to the
SAM-D performance characteristics, quan-
tities, and additional changes contemplated,
as well as the product improvement program
on the Improved HAWEKS." The significant
cost increase that has taken place since the
1970 study by itself may justify a new cost-
effectiveness study.

The Army's primary justification for the
technical superiority of SAM-D lies In its
planned ability to fire at many targets at
the same time. Since many ballistic or tac-
tical missiles can be fired at the same time,
simultaneous engagement of many incoming
warheads is crucial if that is the threat you
are attempting to counter. Aircraft attacks,
on the other hand, are generally flown in
waves with several minutes between flights,
for a total attack duration of 15 to 30 min-
utes, Against attacking aircraft, therefore,
sustained firepower i{s normally more impor-
tant than instantaneous firepower. In this
respect the Improved HAWK has a substan-
tial advantage due to its much shorter re-
loading time. For example, during a 80 min-
ute attack period, the Improved HAWK with
its substantially more rapid reloading capa-
bility could fire many more missiles, particu-
larly when deployed in the TRIAD configura-
tion, whereas SAM-D would be limited to the
missiles initially on Its launchers.

CONCLUSION

In conclusion, Mr. Chairman, the SAM-D
is an extremely complex and extremely costly
system which demonstrates many of the
problems we have seen arise with other
weapon systems In the past. Its cost growth
has already exceeded in percentage terms
what we experienced with the C5-A. It is
seven times more expensive than the system
that it is designed to replace, The cost per
unit is so high that it will become a high
value target to the enemy and the level of
resources that the enemy will have to ex-
pend to defeat SAM-D may well be less than
the level of resources we are devoting to its
production, Within any reasonable budget
projection we will not be able to purchase
encugh SAM-D's to provide total protection
for our forces.

I would seriously question whether devot-
ing a large percentage of the funds available
to the Army for research and development of
SAM-D is wise in view of the repeatedly
stated urgent need for modernization of the
basic Army. Weapons such as forward air
defense, tanks, anti-tank weapons, guns, and
support vehicle, form the backbone of any
modern Army. Congress has clearly decided
that funds available for defense expenditures
are not unlimited. Therefore, it is essential
to make careful decisions about how these
limited funds are allocated among the Army’s
needs.

Perhaps most Importantly, the question
arises of the wisdom of spending $1.1 billion
in research and development alone on a
weapon system whose justification is based
on the Soviet threat to our forces in Europe.
As the Subcommittee is aware there is a
substantial likelihood that the level of these
forces will be reduced (and certainly not in-
creased as the Army has assumed) through
discussions currently going on between the
NATO countries and those of the Warsaw
Pact. Continuation of full scale engineering
development of SAM-D would not appear to
be warranted since we do not know what, if
any, U.S. forces will remain in Europe by the
1980's.

Experience has shown us that the United
States has generally been unable to sell sys-
tems as expensive and complex as SAM-D
either to our allies or to neutral countries.
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Given the current difficiency in our balance
of payments, shouldn't we rather develop
systems which can be more readily sold to
these countries?

Finally, for almost 25 years the United
States has borne the major burden of defend-
ing our European allies. Such expenditures
were essential in the earlier post World War
II period. It is now time, however, for these
nations to assume an increasing share of this
burden. Since as I have indicated the SAM-D
is justified by the Army itself as being neces-
sary for the purposes of European defense,
wouldn’'t it be reasonable to expect those na-
tions to pay for or at least share a major por-
tion of the costs of SAM-D's development?
As Senator Stennis indicated in the floor
debates on the Defense Authorization bill last
year this “system is extremely costly, and I
believe that a more simple system can be
available. Also, this is a weapon primarily
welcomed by NATO to be used by the Army in
Europe, although 1t can be used in the United
States against attack from aircraft.” (Com-
GRESSIONAL RECORD, vol. 118, pt. 20, p. 26027.)
If our NATO allies are not now willing to
participate in its development costs, then I
can see no reason why we should bear this
burden alone. If the Europeans believe in the
end that they cannot afford a system as
costly and complex as SAM-D, I would raise
the question whether, with so many demands
on our limited resources, can we?

NOTICE OF SUBCOMMITTEE HEAR-
INGS RELATING TO LEGAL FEES

Mr. TUNNEY. Mr. President, I wish fto
announce that the Judiciary Subcom-
mittee on Representation of Citizen In-
terests will hold 6 days of public hear-
ings on the subject of legal fees. The
schedule is as follows:

Wednesday, September 19, 9:30 a.m,,
room 2228, Dirksen Office Building: Con-
sumer access to attorneys.

Thursday, September 20, 10:00 a.m.,
room 2228, Dirksen Office Building:
Minimum fee schedules.

Monday, October 1, 9:30 a.m., room
2228, Dirksen Office Building: Govern-
ment regulation and subsidy of legal
fees—The Black Lung Benefits Act of
1972.

Tuesday, October 2, 9:30 am., room
6226, Dirksen Office Building: Govern-
ment regulation and subsidy of legal
fees—Veterans’ benefits under title 38
and the Criminal Justice Act.

Thursday, October 4, 9:30 a.m., room
2228, Dirksen Office Building: Court
awards of attorneys’ fees.

Friday, October 5, 9:30 a.m., room
2228, Dirksen Office Building: Court
awards of attorneys’ fees—continued.

The members of the subcommittee, jn
addition to myself, are Senators ErviN,
BayH, Coox, and MATHIAS.

ADDITIONAL STATEMENTS

SENATOR MUSKIE DEFENDS SEN-
ATE WATERGATE HEARINGS

Mr. MANSFIELD. Mr. President, last
evening, in a speech to students at
Georgetown here in Washington, our
distinguished colleague from Maine (Mr.
Muskie) put into focus the relationship
between the legislative work of the Con-
gress, and the Watergate hearings being
conducted by the Senate Select Com-
mittee on Presidential Campaign Activ-
ities.
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His analysis concluded that the Water-
gate inquiry is “a vital exercise of one of
the legislative branch’s most important
functions: to inquire into all aspects of
Government, to expose official impro-
priety, to inform the Nation and to lay
out a record on which we can build new
safeguards for the democratic process.”

But he also pointed out that the Sen-
ate inquiry “does not preclude construc-
tive legislation for a stronger society”—
the kind of work we in Congress have
been performing throughout this year,
and which we expect to continue.

Mr. President, I commend Senator
Muskie's speech to my colleagues and
ask unanimous consent that it be printed
in the RECORD.

There being no objection, the speech
was ordered to be printed in the REcorb,
as follows:

SPEECH BY SENATOR EpmunNp S. Muskie

The Watergate affair is an essential part
of the public business. It is not a wallow for
partisans; it is a revelation for all Ameri-
cans of the danger that unchecked execu-
tive authority inevitably poses to individual
liberty. And until all its facets have been
uncovered and understood, we will not be
in a position to correct the damage that has
been done to our confidence in ourselves and
in our leaders.

The President and the Vice President
would like you to believe that the BSenate
inguiry into the complex of political corrup-
tion that goes by the name of Watergate is
somehow more damaging than the corrup-
tion itself. Their attitude is simple: the
fault is not with those who abused power
but with those who want that abuse inves-
tigated and corrected.

The tactic is an old one—discredit your
critics when you can’t contest their facts—
but it is a hollow evasion of responsibility.
It reminds us of the Bourbon Kings of
France of whom Talleyrand reputedly said:
“They have learned nothing and they have
forgotten nothing.”

The President’s long message to Congress
yesterday was part of the same political exer-
cise. His legislative laundry list was appar-
ently meant to remind us of his priorities,
but, if that was the purpose, the effort
miscarried,

In the year that Watergate has shown us
how urgently we need substantive changes
in the way we finance political campaigns,
the President urges us to establish a com-
mission to study campaign reform.

We know the illness; what we need is a
cure, not another diagnosis.

In the year that Watergate has revealed
the deception with which government se-
crecy infects our system, the President urges
us to enact new secrecy laws that risk
establishing a degree of official censorship
never known in the United States. We have
seen how officials can cover up their mis-
behavior; what we need is positive steps for
disclosure, not more protection for wrong-
doing.

In the year that has given us the highest
rate of inflation in our history—because
the President mismanaged the wage and
price control authority Congress gave him
to use—we do not need more pious lectures
on economy In government. And we do not
need programs that ask the poorest Amer-
icans—those worst hit by price increases—to
bear an even greater sacrifice.

Finally, in a year that has seen the Presi-
dent treat Congress only as an obstacle, not
a responsible partner In government, we
do not need any more homilies about “the
preservation of the requisite powers of the
executive branch.” What is at issue is the
preservation of the constitutional balance
between the branches of government.

A President who refuses to execute the
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laws Congress enacts and who questions the
authority of the courts to judge the legality
of his actions Is a Presldent who seeks to
place himself above the law. The President
can call for cooperation with the Congress
as much as he likes, but he will have to
understand if we treat his promises with
a measure of skepticlsm.

A long time ago John Mitchell asked ob-
servers of the Administration to "“watch
what we do, not what we say.” The Presi-
dent's real willingness to work together with
the Congress has yet to be tested. When
the test comes, his actions are going to
count far more than his words, even if the
words now are lightly flavored with honey.

Untll he decided that the separation of
powers doctrine made a convenient cloak for
him to hide behind. President Nixon was far
more interested in monopolizing power than
geparating it. Impounding funds Congress
had appropriated—to gut programs he had
opposed but failed to stop; sending bombers
to devastate Cambodia in secret—because he
knew Amerlcans would not tolerate such ac-
tions if they were known; withholding in-
formation from Congress—in order to par-
alyze the legislative branch by denying it
knowledge; and destroying the Office of
Economic Opportunity by putting at its head
a man whose name he would not even send
to the Senate for confirmation—in all these
ways the President attempted to usurp au-
thority. And in all these attempts, the Con-
gress and the courts forestalled him.

The Impoundments have been invalidated
by court order. The Cambodian bombing has
been halted by order of Congress. The illegal-
ly appointed head of the OEO has been
forced out of office. And the courts are now
considering a congressional subpoena against
the President for the tape recordings he
thinks only he and H. R. Haldeman have
the right to hear.

So the system designed in 1789 has proved
that it can still respond to crisis. The re-

sponse comes slowly and many of us may
think it comes imperfectly. But compromise
has been the genius of American politics
since the Constitution was written. Over

time, consensus—not confrontation—has
been the guarantee of our liberty.

Of course, we are not going to move com-
pletely out of our impasse unless the Presi-
dent now undertakes a more responsible
course. First of all he must stop blaming
Watergate for the collapse of his other
policies.

The cost of living is not going to go down
by making Watergate go away. Our reservoirs
of fuel are not going to fill up by deflating
the interest In Watergate. High prices—high
interest rates—high pollution levels—high
stakes in the Middle East—have nothing to
do with the low political practices of the
Committee to Re-elect the President or the
insistence that those practices be uncovered
and punished.

Secondly, the President must see that he
can only regaln the people’s confidence if he
moves to restore confidence in the integrity
of the institutions his associates perverted.
As long as he continues to condemn his
critics—instead of the criminal behavior
they attack—and to blame them for all his
troubles, he will also continue to deny dis-
sent its rightful place in our political tradi-
tion.

If he gives only lip service to the notion
that campaign practices—particularly cam-
paign financing—must be reformed, he leaves
the door open to a future of fraud in our
political life.

If he refuses to put new restraints and
adequate outside supervision on the agencies
which are supposed to enforce the laws, he
cannot free the government’'s power to tax,
to investigate and to regulate from the threat
of political influence.

His power to harm our system has been
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curbed by exposure of that power’s misuse,
But his power to strengthen the system and
to redeem his errors is limited only by his
ability or willingness to see the need for ac-
tion.

Without the Senate investigation into the
Watergate scandal, we might not know how
close we came to tyranny. And we might not
have found within the system the strength
to resist. But the hearings have educated
Americans again to the value of their lib=-
erties and to the constant danger that gov-
ernment poses to individual freedom.

For that educational function, if for no
other, the Senate hearings must continue.
Until we know the full story of the corrup-
tion Watergate symbolized in our political
process, we will not know enough about how
to prevent another near calamity., Until
Americans understand fully how their right
to vote—their volce in shaping policy—can
be stifled by electoral fraud, they will not
know how to proteet that power from an-
other attack.

The work the Senate committee is doing—
and must finish—Iis not, as President Nixon
claims, a partisan scheme to destroy him or
a debilitating obsession with minor miscon-
duct. It is, rather, a vital exercise of one of
the legislative branch’s most important func-
tions: to inquire into all aspects of govern-
ment, to expose official impropriety, to inform
the nation and to lay out a record on which
we can build new safeguards for the demo-
cratic process.

It is possible, of course, that the commit-
tee will hear new and conclusive evidence
that either exonerates the President of
charges of conspiracy or implicates him so
deeply that impeachment becomes necessary.
It is possible, as well, that the commlittee will
obtain proof that men in the Democratic
Party broke the rules of fair political conduct
in the 1972 campaign. Perhaps such evidence
will deepen public cynicism about all politi-
cians,

But the committee's work, as I see it, must
inevitably strengthen the resolve of citizens
to take part in politics, to clean it up if
necessary, to monitor the behavior of those
who win office, to make the concerns of ordi-
nary men and women heard and felt in gov-
ernment. For the main lesson of Watergate
is that remote and isolated rulers become op-
pressors, that only an open political process
can produce a government the people trust.

The overriding job of the Watergate in-
vestigation is to make the truth known and
by doing so to restore the public's confidence
in the institutions of government.

The Senate committee is not a perfect in-
strument for determining sll the truth. Is-
sues of criminal guilt or innocence can only
be resolved in court. But the truth about of-
ficial conduct that is grossly improper—if
not technically illegal—can only be made
known through a congressional investigation
that has captured America’s attention.

I do not think the process hurts us; we
can stand to know the truth about ourselves
because our basie decency is far stronger
than our temporary wrongdoing.

While the investigation proceeds, of course,
the Congress and the President have every
opportunity to work out their other differ-
ences and to enact legislation that will help
us meet our pressing social needs. Continu-
ing the investigation does not foreclose any
other options.

We can tackle our energy problems con-
structively if the President will recognize
that conservation of existing fuel supplies
is as important as the development of new
ones. We can bring government spending un-
der control if the President will recognize
that the defense of our freedom depends as
much on sound government programs in our
cities as it does on military force abroad.

We can build the schools, the hospitals,
the housing and the transportation systems
we need if the President will recognize that

the distinguished national
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the Federal Government’s obligation to en-
sure a fair distribution of the revenues it
collects is as important as the desire to make
that distribution more responsive to varied
local conditions,

Energetic investigation of wrongdoing does
not preclude constructive legislation for a
stronger society. The President poses a con-
tradiction that is not real. If he will drop
that pose and implement his promises of
cooperation, the Congress will respond to fair
treatment, as it will not respond to threats.

I was moved and deeply disturbed when
one young man who had worked in the White
House told the Senate committee that he
would advise others considering careers in
Washington to “stay away.” I can appreciate
his personal despair, but I cannot share it.

I would hope that four years from now
when you are ready to graduate, government
work will appear to many of you as it does
to me—an honorable choice, an opportunity
to engage private energies In making public
cholces, a chance for dedication to translate
ideals into practice.

If the Watergate scandal were to contribute
only to greater citizen apathy in America,
it would have done greater damage to our
system than the actual attempt to subvert
one pelitical campalgn or sidetrack one crim-
inal prosecution. But my reading of the re-
action to Watergate ls more hopeful.

It has reaffirmed the ability of the Con-
gress, of the courts and of an aroused citi-
zenry to check the abuse of executive power.
And it has reconfirmed our duty as Ameri-
cans—the duty of demanding the truth from
those who hold public trust and the duty
of participating vigorously and critically in
the process of choosing policy and the indi-
viduals who make it.

It may even have taught us the patience
Emerson urged on his countrymen 1256 years
ago when he wrote: "Eager, solicitious, hun-
gry, rabid, busy-bodied America: catch thy
breath and correct thyself.”

SENATOR CHARLES MATHIAS

Mr. SCOTT of Pennsylvania. Mr.
President, I was very pleased to note that
columnist,
Marquis Childs, has recently written
about the services that the Senator from
Maryland, Senator CHARLES McC. Ma-
THIAS, has performed and about the re-
spect and trust which he has inspired
throughout this body and his home
State.

Senator MatHIAS® stature has risen
during his 8 years of service in the House
of Representatives and his 5 years with
us in the Senate. And I am confident in
predicting that the best is yet to come.

I would like to ask unanimous consent
that Mr. Childs’ column be printed in
the REcORD.

There being no objection, the article
was ordered to be printed in the Recorbp,
as follows:

INDEPENDENCE KEEPS MATHIAS CLEAN
(By Marquis Childs)

WasHINGTON.—The late summer smog in
this capital is compounded by the miasma
of doubt and suspicion that is a heritage of
Watergate.

How much President Nixon has done to
dispel the fog by his televised address the
days ahead will tell. As for his Vice President,
Spiro T. Agnew, the cloud hangs heavy over
his head growing out of the charges of cor-
ruption and fraud in the letter sent him by
the United States district attorney of Balti-

more, George Beall, notifying him he was
under investigation.

Since the Agnew story broke with the
charges based in large part on Mr. Agnew's
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record as Governor of Maryland, the media
have had a field day with the politics of that
ancient state. A eatalogue of horrors is starred
with the conviction of former Senator Dan-
iel B. Brewster for accepting a bribe.

Against the background of gloom and
doom, this observer would like to record an
example that goes directly contrary to the
current cynicism that all politiclans are
crooked. In Senator Charles McC, Mathias,
Jr., Maryland has one of the ablest men in
the Congress. A Republican, he defeated Mr.
Brewster, a Democrat, in 1968, which means
he will be up for re-election next year.

Mr. Mathias is one of perhaps a dozen Re-
publican Senators who on issue after issue
have asserted their indepednence, They have
been in effect cut off from the Nixon admin-
istration almost as completely as though they
were of the opposition party.

Asked when he had last visited the White
House, Mr. Mathias recently replied: “When
I was there the last time the food was good,
the wine was good and Lyndon Johnson was
a gracious host.”

Although the election is a year off, these
independents, along with other Republicans
of similar outlook in the House, are brood-
ing on their fate as they touch base with
the voters. It is not merely the shadow cast
by Watergate over their party. As he did In
the 1972 campaign, the President has been
blithely indifferent to the fate of congres-
sional candidates.

One of the White House lists that surfaced
during the Watergate hearings was of 100
Democrats friendly to the administration in
whose districts Republican efforts were to
be held to a minimum.

Mr, Mathias and likeminded Republicans
realize they will be on their own in 1974,
Even if the President should decide to give
aid and succor to those who have often dis-
sented from his policies, it is doubtful how
much his help would count. Last year he
went into Rhode Island to boost the former
secretary of the Navy, John H. Chaffee, to
defeat Senator Clalborne Pell. Mr. Pell won
by a comfortable margin.

Voting to cut off all hombing in Cambodia,
Mathias opposed the August 15 compromise
as a capitulation to the President’s war pol-
icy. He voted against the President's nom-
inees to the Supreme Court, Clement F.
Haynswerth and G. Harold Carswell. The last
was the unforgiveable sin, as the President
made plain when he excoriated the Senate
for turning down the two candidates he had
P 3
Countering the cynical admonition that
surfaced in the Watergate hearings—stay out
of politics and government—Mr. Mathias
came up through the political ranks. After
service in the Navy, he was assistant attorney
general of Maryland and later was elected to
the House of Delegates. He served four terms
in the House of Representatives before his
election to the Senate.

While it Is much too early to indulge in
predictions about '74, if able, independent
men like Mr. Mathias are knocked off next
year the tragedy of Watergate will be multi-
plied by a geometric ratio.

His roots are deep in his native state and
he has moderate independent means, an
advantage in these times when the smell
of outside money sets the bloodhounds of
righteousness to baying.

As In other states, the Democrats in Mary-
land are in disarray. They are snarled in the
same web of campaign contributions and
contributions in which Mr. Agnew is caught
up.

The Vice President as a Marylander is con-
tinuing to make the correct political moves.
He went down to the Eastern Shore to speak
at a bull roast for Robert E. Bauman, the
Republican candidate In a special election to
fill the seat of William O. Mills. Accused Iin
a matter involving campaign contributions,
Mr. Mills committed suicide, rated a victim
of the current atmosphere. Those who knew
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Mr. Mills were astonished, saying he could
easily have refuted the charge.

What ns before the grand jury in
Baltimore will determine far more than the
fate of the former Governor who was plum-
metted into national fame in the vice presi-
dency. The outcome can set the stage not
only for "74 but for 1976.

RECOVERY OF STOLEN
SECURITIES

Mr. JACKSON. Mr. President, confi-
dential information provided by the
Senate Permanent Subcommittee on In-
vestigations to the New York district at-
torney’s office has led to the recovery of
$1 million in stolen securities and the ar-
rest of three men connected with or-
ganized crime.

The New York district attorney’s of-
fice reported that two suspects—An-
thony Vinci and Robert Longo—were ar-
rested Wednesday night in a Manhattan
hotel with $500,000 in New York City
Housing Agency bonds which had been
stolen last month from the brokerage
firm of duPont, Walston & Co., Inc.

The suspects, who had planned fo
fence the stolen securities through or-
ganized crime channels, were charged
with grand larceny, conspiracy, and
other crimes, the district attorney’s of-
fice said.

The district attorney’s office has also
recovered in the past few days another
$500,000 in bearer bonds which were be-
ing smuggled out of the firm of Horn-
blower & Weeks-Hemphill Noyes
through the mails. As chairman of the
Investigations Subcommittee, I wish to
announce that this recovery also re-
sulted from information provided by the
subcommittee. A third suspect, Charles
Tuzzolini, was arrested Thursday morn-
ing in connection with the thefts from
Hornblower & Weeks. He was also
charged with grand larceny and con-
spiracy.

The district attorney’s office reported
that the three suspects are connected
with organized crime.

Both of these recoveries, which total
$1 million, came about because of in-
formation provided by the Investigations
Subcommittee to the New York district
attorney’s office.

Since 1971, when this subcommittee
first began looking into the role of or-
ganized crime in the stolen securities
racket, Senate investigators have ex-
changed information with local, State,
and Federal law enforcement agencies.

The district attorney’s office in New
York—with the district attorney him-
self, Frank Hogan, showing the way—
has been especially cooperative with this
subcommittee in assisting us. I am
pleased to note that we are able to help
Mr. Hogan and his investigators as well.

The most recent recoveries of stolen
securities bring to a total of $5.5 million
those stolen stocks and bonds and other
securities which have been captured, be-
cause of confidential information pro-
vided by the subcommittee to law en-
forcement offices.

The Investigations Subcommittee is
conducting an inquiry into the world-
wide traffic in stolen and counterfeit se-
curities and the key role played by or-
ganized crime in this racket.
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Witnesses before the subcommittee
have testified that stolen, lost, or bogus
securities totaling $50 billion are being
used to perpetrate frauds in the United
States and in major European banking
centers such as Zurich, Brussels, and
London.

Previously, subcommittee investigators
provided information to law enforce-
ment agencies that led to these actions:

In Los Angeles on April 29, 1971, the
Organized Crime Strike Force of the De-
partment of Justice recovered $400,000
in stolen U.S. Treasury bills and arrested
four persons for possession and interstate
transportation of stolen securities.

On May 5, 1971, the New York District
Attorney’'s Office recovered $2.6 million
in stolen stock certificates and arrested
seven persons who were charged with
grand larceny.

In Las Vegas on May 26, 1971, the Clark
County Sheriff’s Department recovered a
$1 million U.S. Treasury note which had
been stolen from the Chase Manhattan
Bank. Three persons were charged with
possession of interstate transportation of
stolen securities.

On September 17, 1971, the Justice De-
partment’s Organized Crime Strike
Force in New York recovered $500,000 in
five stolen U.S. Treasury bills and ar-
rested one person who was charged with
their possession.

One recent witness before the Investi-
gations Subecommittee asserted that if
all the securities in the free world wcre
called back to be authenticated, there
would be a serious economic setback, be-
cause so many of them are stolen or
counterfeit.

This is a problem that poses a threat
to the very foundation of our economy—
and the economies of most of the major
nations in the world.

The uses of stolen securities are varied.
Organized crime figures use them to es-
tablish credit and as collateral on loans.
They launder them in Switzerland and
elsewhere.

There was a time when the underworld
y'as not interested in stealing securities,
They wanted cash only. But that has
changed. Today securities are a commeod-
ity much in demand among criminals,
particularly in organized crime as the
big erime syndicates are moving more
and more into legitima®e pursuits as a
way to “cleanse” their illegally gained
profits.

The Investigations Subcommittee has
already documented in considerable de-
tail the way the traffic in stolen securi-
ties operates. Our inquiry is continuing.
New hearings will be held this fall.

This recent action by the District At-
torney of New York is a timely reminder
that organized crime will exploit any sit-
uation where it can turn an illicit profit.

INTERNATIONAL FINANCIAL INSTI-

TUTIONS — SWEARING-IN CERE-
MONY

Mr. JAVITS. Mr. President, I ask
unanimous consent to have printed in
the ReEcorp the remarks of Secretary of
the Treasury Shultz at the swearing-in
ceremony of various U.S. officials of the
International Financial Institutions, and
an article published in the New York
Times on Monday, August 20, 1973.
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I am particularly pleased by the swear-
ing in of Kenneth Guenther as Alternate
U.S. Executive Director of the Inter-
American Development Bank. Mr. Guen-
ther was a member of my staff as eco-
nomic adviser until he assumed this new
and distinguished post for which he was
confirmed by the Senate.

There being no objection, the remarks
and article were ordered to be printed in
the Recorp, as follows:

TaE HONORABLE GEORGE P, SHULTZ, SECRETARY
OF THE TREASURY, REMARKS AT THE SWEAR~
ING-IN CEREMONY OF Various U S. OFF1-
CIALS OF THE INTERNATIONAL FINANCIAL
INsTITUTIONS, AUcUsT 22, 1973

We are swearing in to office today four
men—Charles Sethness as U.S. Executive Di-
rector of the World Bank, and Hal Reynolds
as his Alternate; Rex Beach as the U.S. Direc-
tor of the Aslan Development Bank; and
Kenneth Guenther as the Alternate U.S.
Executive Director of the Inter-American
Development Bank. This event marks an-
other important step in the foreign economic
policy of the United States. Along with John
Porges and Jesun Paik who have already as-
sumed their duties as Inter-American Bank
Executive Director and Asian Bank Alternate
Director, respectively, we now have a full
management fteam representing the U.S. in
the international financial institutions.

Little public attention has been focused
on the important programs of these institu-
tions, and I would like to say a few words
about them and the important work of our
representatives here.

Development is something that goes on
quietly day after day. These banks rarely get
headlines except for the more dramatic help
they give in the wake of natural disasters or
their efforts to finance rebuilding after a
destructive war.

Development takes time, persistence, pa-
tience and dedication. It also requires sound
financial and economic policies. These men
have the difficult task of seeing that the ef-
fort is well managed—that sound policies
are followed and that U.S. interests are
looked after. They must be hard-nosed bank-
ers, diplomats of no small moment, besides
having the dimension of vision and under-
standing. It is one of the most important
tasks and yet, by its nature, if it i1s well done,
it will not be heard of—there will just be
steady progress.

Last September, President Nixon called for
a “total reform of international economic
affairs” to help shape the world for a gen-
eration of peace. He warned the members of
the International Monetary Fund of the in-
creasing potential for economic conflict as
the danger of armed conflict decreased, His
words strengthened a growing worldwide
sentiment that something had to be done,
some action taken, and we began a serles of
negotiations for reform.

Through the IMF's Committee of Twenty
we are approaching agreement on interna-
tlonal monetary reform. In several weeks I
will go to Tokyo where international reform
discussions will officially begin with other
trading nations of the world under the
General Agreement on Tariffs and Trade
to expand world trade and reduce trading
barriers. The Congress 1s presently consid-
ering comprehensive legislation on trade
submitted by the President to enable us
to particlpate meaningfully in these nego-
tiations. The third part of our foreign eco-
nomic policy, to which the President is
deeply committed, concerns our relations
with the developing countries. He feels
strongly that the programs of the interna-
tional financial institutions, which are of
vital importance to those countries, are an
integral part of a cooperative international
economlic system.

To encourage and sustain this move to-
ward global cooperation, it is essential that
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the United States maintain its fair share
in these programs. Our active role ensures
a beneficial effect on the world system in
general and, in particular, on developing
countries, as well as for ourselves. These
multilateral programs constitute part of a
balanced development assistance program
and are a complement to our bilateral pro-
grams, They represent a shared responsi-
bility and leadership.

Let me take just a moment to describe
these institutions:

The World Bank Group is the global
structure. It has three parts to it—the Bank
itself, the International Development As-
sociation or IDA, and the International
Finance Corporation. The Bank is the oldest
of the institutions with over 25 years ex-
perience, and plays a leading role in coor-
dinating economic assistance. It brings the
collective judgment of its 122 member na-
tions into play to promote sound economic
policies in borrowing countries.

The regional development banks were cre-
ated to bring special expertise to bear on
development problems in the particular geo-
graphic areas they serve. The Inter-American
Development Bank, established in 1959, is
made up of the U.S., Canada and 22 Latin
American countries. The Asian Development
Bank was established in 1966, with the strong
support of the U.S., and now has 24 Asian
members and 14 non-Asian members., The
African Development Bank, established in
1963, consists of 36 independent African na-
tions but is increasing its scope as Europeans
and Japanese join the new African Develop-
ment Fund. The U.S. is not yet a member.

These banks do a great deal to further
economic growth and stabillty in the less de-
veloped countries—which is just as important
to us as it is to those countries themselves.
This encourages growth in world export and
import markets and, as the less developed
countries grow, opportunities for the US.
also grow. In these times of inflation, de-
veloping countries are a prime source for

‘ raw materials and for semi-manufactured

products. One-third of the raw materials used
by the U.S. come from less developed coun=-
tries and this ratio is rising. And we export
products to these countries. Year after year
the United States has had a positive bal-
ance of trade with them—even in 1972 when
we had a deficit balance with other coun-
tries.

The International financial institutions
also promote participation by the private
sector in the financing of development as-
sistance through the sale of their bonds in
the private capital markets. In addition, both
domestic and foreign private investment in
the less developed countries increases when
the banks finance infrastructure and other
important economic development projects.

I think you can see why we feel it is
important to continue our participation
through our contributions to these banks. We
pay our “fair share” in funding the inter-
national financial institutions—a fair share
internationally negotiated on the basis of
burden-sharing considerations. Our contri-
bution is roughly related to the U.S. relative
economic strength among the donors to the
specific institution. This burden-sharing re-
lieves some of the pressures for bilateral aid.
For example, the World Bank and the Asian
Bank are prepared to head a group of mem-
ber nations to mobilize resources from many
capital-exporting countries for reconstruc-
tion aid to Indochina.

The President strongly supports the pro-
grams of the banks. They form a key coms-
ponent of his foreign economic policy. Our
shares in them fit in with our budgetary and
balance of payments objectives. They make
good sense. And, they are an efficient and ef-
fective instrument for channeling our sup-
port to the less developed countries.

We are working hard to help shape the
programs and the procedures of the interna-
tional financial institutions so that they are
responsive to the legitimate joint concerns of
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Congress and the Executive Branch., We have
already been able to bring about a number
of desirable changes and adaptations in the
banks. The key to further success in doing
so clearly lies in the professional skills of
those who represent us.

We will continue negotiating with other
nations in our efforts to resolve our dif-
ferences and to “erect a durable structure of
peace in the world from which all nations can
benefit.” The road to that goal includes work=-
ing for international cooperative improve-
ments through the international financial in-
stitutions—a task which these four gentle-
men will now help us to carry out.

[From the New York Times, Aug. 20, 1973]

Unrtrep StaTeEs Lacs 1N GIVING SUFPFORT TO
Bankxs AmiNG PooR NATIONS
{By Edwin L. Dale, Jr.)

WasHINcTON, August 19.—An unfinished
highway in Ohio, the Japanese ancestry of a
Senator and the Chicano constituency of a
Congressman are among the many forces at
work in Congress that are threatening to
frustrate what the Nizxon Administration re-
gards as an important part of its foreign
policy.

The issue, which gets little public attention
at home but a good deal abroad, is the lag-
ging American contribution to the resources
of the Internation lending institutions that
ald the economic development of the poor
countries. The institutions are the World
Bank, the inter-American Development Bank
and the Asian Development Bank.

For about five years the Administration
has encountered gradually increasing diffi-
culty in winning Congressional assent to the
agreements establishing the United States
contributions which are now far behind
schedule, Four separate committees of con-
gress are involved, and even if the commit-
tee stage is hurdled, floor action in both
House and Senate is increasingly unpredict-
able.

With the United States foreign aid pro-
gram dwindling—the bid for this year barely
passed by the House last month provided less
than $l1-billion in economie ald for the whole
world apart from Indochina—the contribu-
tions to the international banks are seen by
the State and Treasury Departments as the
chief remalning sign of United States inter-
est Iin the nearly 100 poor countries.

“This frustrating business is complicating
things for us elsewhere,' says Paul A. Volcker,
Under Secretary of the Treasury for Mone-
tary Affairs. “It Is subject to the Interpreta-
tion that we are golng isolationist. In mat-
ters like trade and monetary reform, the
less-developed countries are less enthusias-
tically with us than they might otherwise
be.”

Congress, or at least an apparent majority
of Congress, seems to be unimpressed. This
is the current evidence.

The United States is more than a year
behind schedule in the current round of con-
tributions by the rich countries to the In-
ternational Development Association, the
World Bank’s subsidiary, which helps the
very poorest of the poor countries with easy-
term loans. The other industrial countries
had to volunteer their subscriptions before
they were legally obliged to do so to prevent
the association from stopping operations al-
together last year.

Congress has still not approved the United
States pledge of £100-million to the com-
parable division of the relatively new Asian
Bank first agreed upon three years ago.

Congress last year approved only half of
the pledged amount for the Inter-American
Bank, and a further cut is threatened this
year in the $500-million requested.

LABORIOUS TALKES ON SHARE

In all of these cases, the United States
share of the contribution was worked out
in laborious international negotiations, con-
ducted mainly by the Treasury Department,

The United States share in the International
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Development Association, for example, is 40
percent.

‘Why the Congressional hostility?

One part of the answer is exemplified by
the case of Representative Clarence F. Miller,
Republican of Ohio, a member of the appro-
priations subcommittee that handles funds
for the international banks.

Part of Mr, Miller's district lies in Appala-
chia and President Nixon's budget austerity
has resulted in the halting of construction on
a half-finished highway there., Mr. Miller is
furious and belleves that his district should
come ahead of little-known international
lending agencies of which his constituents
have barely heard.

Representative Edward R. Roybal, Democrat
from Los Angeles, is another member of the
subcommittee. Mr. Roybal is said to have
soured on the inter-American Bank because,
in his view, it has not hired enough Spanish-
speaking Americans.

INOUYE FEARS JAPAN

An ironie case is that of Senator Danlel K.
Inouye, Democrat of Hawail, who heads the
Senate appropriations subcommittee, Sena-
to Inouye, a member of the Watergate in-
vestigating committee, was called "that litfle
Jap” by John J. Wilson, the attorney for H.
R. Haldeman and John D. Ehrlichman, the
former Presidential assistants.

In fact, one of Senator Inouye's chief con-
cerns about the international lending agen-
cles is his fear that Japan is coming to domi-
nate the Asian Bank, which makes him re-
luctant to approve a large United States con-
tribution. Meanwhile, because of Congres-
sional delays and doubts, the American share
in the capital of the bank has dropped to
only 9 percent.

Of deeper importance than these particular
cases s the general apathy, and even hos-
tility, in Congress about foreign aid in gen-
eral, of which the international banks are an
important part. The House passed this year's
foreign aid bill by only five votes, and at one
point last year the Senate voted to kill the
ald bill altogether.

SOME “REAL RISKS"

“Cme of our problems,"” says John M. Hen-
nessy, Assistant Secretary of the Treasury for
International Affairs, “is that the people in
Congress never hear from home about this.”

Mr. Hennessy and others argue that the
United States would take “real risks” if, by
finally abandoning its contributions to the
international banks, it showed a lack of in-
terest in the underdeveloped countries.

“There is a race for raw materials in the
world,” he points out. “We cannot be push-
ing for international solutions in the trade,
monetary and investment fields and fail to
pick up our part of the burden in the fourth
area—proving resources for the developing
countries.

Meanwhile, most of the other Industrial
countries have expressed a willingness to ap-
proximately double their comtributions in
the next round. Given the problem of Con-
gressional attitudes, the United States nego-
tiators have been able to make no commit-
ments so far.

A CHILD'S “COST OF LIVING"

Mr, CRANSTON. Mr. President, if
phase 4 is rough on adults, it is just
plain disastrous for kids.

Last year, Los Angeles schoolchildren
paid a nickel for a half-pint of milk,
provided under federally subsidized
school feeding programs.

This fall, that half-pint of milk will
be sold to children for 10 cents—a 100~
percent Increase—and some children
will not be able to afford it.
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There are a number of reasons why
this is happening: Presidential budget-
cutting, diminished or exhausted food
surpluses, and congressional failure to
resolve Senate-House differences in an
agriculture spending bill.

The crunch on kids could not come at
a worse time. A number of American
families are having to skip some of the
traditional staples of good nutrition—
meat, fish, eggs—in the face of climbing
prices. For children from poor families,
who seldom eat as well as they should
at home, the meal at school can be the
nutritional high-point in an otherwise
skimpy daily regimen.

But this month, thousands of Ameri-
can schoolchildren will find school meals
featuring more soybean meal and less
meat, little or no cheese, and milk either
nonexistent or well up in price. In Den-
ver schools, even napkins and straws are
no longer free: For the first time, these
“frills” will cost a penny apiece.

Mr, President, I know that the overall
problem of price increases in school
feeding programs is as complex as it is
serious. But there is at least one area
in which the Congress can take immedi-
ate action to resolve a part of the crisis,
and that is in the milk subsidy program.

Prior to the August recess, the Senate
passed an agriculture appropriations bill
that raised funding for the special milk
program from $25 million to $97 million,
roughly equal to last year’s spending
level. But by not yet meeting in Senate-
House conference on the bill, the Con-
gress has allowed the administration to
fund the milk program at about one-
;mm't.er the Senate amount, or $25 mil-
ion.

Mr. President, in the interest of Cali-

fornia children and children throughout

the country, I urge the Senate conferees

to maintain the Senate position on this
urgent program, and see that the full
$97 million is available at once.

Mr. President, I invite the attention
of Senators to an article in the National
Observer, of September 3, entitled “In-
flation Also Shows Up on School-Lunch
Menus.” I ask unanimous consent to
print the article to which I have referred
in the Recorb.

There being no objection, the material
was ordered to be printed in the Recorp,
as follows:

InFLATION ALso SHows UpP o ScHoOL-LUNCH
MeNUS—VANISHED BURPLUSES HeELPr BoosT
PRICES; SOYBEANS, IN DISGUISE, INVADE
LUNCHROOMS
American youngsters will be paying more

for lunch and enjoying it less as they head
back to school after summer vacation. Lunch
prices in many schools will be raised a nickel,
and most of the hamburgers will contain
soybean meal. For a lot of youngsters, there
won't be a glass of milk to wash it all down
with.

School-lunch supervisors are dealing with
the same problems worrying supermarket
shoppers—shortages of certain food items
(macaroni and peas, nearly everywhere) and
astronomiecal rises in the price of meat, Be-
sides that, the schools are being hurt by the
evaporation of Federal food surpluses. Until
this year, the Agriculture Department shared
these surpluses, which it had acquired over
the years through its price-support pro-
grams, with schoel Junehrooms, But most of
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the surplus items, such as cheese and dried
milk, are gone.
STALLED SUBSIDIES

Milk prices will be higher at many schools
because the Agriculture Department has
suspended a Federal milk-subsidy program
that last year allowed school lunchrooms to
sell half-pints of milk for a nickel. Milk is
going up to 10 cents in many schools; schools
in Salt Lake City will hold it to 8 cents,
but it'll be 11 cents in Austin, Texas. A $97
million appropriation that might restore the
subsidy is tled up in a Senate committee.

Many items counted on in the past "just
aren't available this year,"” says Wade Bash,
chief of the food-service program for Ohio
schools. He told the Associated Press: “We
will try to provide as much meat as possi-
ble. If some foods are scarce, the supervisors
are going to have to use all the ingenuity
they have to provide meals that will meet
the nutritional requirements of the Federal
Government.”

To be eligible for Federal cash-subsidy
programs, a school must provide “cooked
edible protein,” a fruit or vegetable, and
bread and butter. “Cooked edible protein™
has heretofore been taken as Government
gobbledygook for “meat”—but no longer.

“MECKLENBURGERS"

Schools In Charlotte and Mecklenburg
County, North Carolina, are mixing soybean
meal with ground beef, cutting the price to
30 cents from 35, and calling it a “Mecklen-
burger.” Soybean “stretchers” are being used
in Columbia, 8.C., and Portland, Ore., too.
But cooks there are calling their dishes by
the same old names,

Most school districts are raising the price
of lunches a nickel to help absorb costs that
have risen as much as 50 per cent on some
foodstuffs. Denver schools haven't. But stu-
dents there soon will have to pay for some
extras that used to be free. Straws, napkins,
and lumps of sugar will sell for a penny, tabs
of mustard and catsup and squares of mar-
garine will go for 2 cents, and soda crackers
will sell for 3 cents a package.

Some schoels officials are trusting to a
little luck. Tom Stokes, director of food serv-
ices for Richland County District No. 1,
which includes Columbia, S.C., is “blind-
ordering” meat. “We're having a hard time
finding it at any price, and we're ordering
some not knewing until it arrives how much
it will cost,” he says.

TVP LOAF

Stokes, like lunchroom operators in ether
cities, is using “TVP,"” for textured-vegetable
protein, as a stretching mix with meat loaf,
spaghetti, and sloppy joes. TVP is made of
soybeans, and up to 30 per cent of meat loaf
can be TVP. Ground beef, which Stokes paid
62 cents a pound for last year, now costs 91
cents, and chicken legs and thighs have gone
to 87 cents a pound from 42 cents, Precooked
broiled-beef patties have gone to 12 cents
from 7, and the price of beans and peas is
nearly 20 per cent higher.

Columbia youngsters needn't look for
Vienna sausages. "Vienna sausages are just
out of sight,” says Stokes. “The last time I
locked, they had gone up $11 a case. They
might be higher now. I don’t know, and I'm
not even geing to look. I'm not buying.” His
lunchrooms still serve milk for a nickel, but
extra milk costs 10 cents a half-pint.

Mrs. Ruth Smalley, co-ordinator of food
services for the largest school district in
Portland, Ore., expects to serve a lot of fish,
which remazins cheaper than most meats.
She, like her colleagues, finds that the meat
shortage pinches hardest in the upper grades:
“The clder children simply expect bigger
portions.” Her meat suppliers promise "ade-
guate” supplies, but most of them want enly
short-time contracts, She expects shortages
in flour.
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PARENTS UNDERSTAND

In Salt Lake City, lunchroom supervisors
report “a great deal of hedging” by canners,
who despite bumper crops of fruit and vege-
tables, seem to be holding back supplies.
James C. Gatherum, director of food services
for Granite School District, the largest in Salt
Lake City, reports that he contracted three
times for 300,000 pounds of frozen, precooked,
chicken-fried steaks and three times the con-
tracts were canceled. He cut his potato costs
in half by contracting to buy a farmer’s crop
before it was planted.

Some school officials find little parent
grumbling about the situation. “People are
pretty realistic about food prices,” says Port-
land’s Ruth Smalley, whose costs have
jumped 11 per cent over last year. “If the
housewife sees her own costs go up in the
supermarkets, she knows that the lunch-
room's costs are going up too.”

Like resourceful housewives, lunchroom
supervisors are forced to use novel solutions,
The lunchroom supervisor in Yukon, Okla.,
was 50 strapped for red meat when school
opened that the school bought its own
herd—five head of cattle—and slaughtered
them,

PRESIDENT NIXON'S LAUDAELE
SUPPORT FOR THE ARTS AND
HUMANITIES

Mr. PERCY, Mr. President, it was my
pleasure to read in the September 1,
Washington Post a column by Clayton
Fritchey applauding President Nixon's
continuing dedication to the improve-
ment of the national status of the arts
and humanities. I would like to add my
own expression of appreciation to Mr.
Fritchey’s commendation, for I do, in-
deed, believe that President Nixon de-
serves tremendous credit for his support

for the National Endowments of the Arts

and Humanities.

During Mr. Nixon's Presidency,
authorizations for the two endowments
have increased from $22.575 million in
fiscal year 1969, to $80 million in fiscal
year 1973. Also of great significance is
the fact that proportionate appropria-
tions levels have risen dramatically dur-
ing this time. In 1969, less than 56 per-
cent of the authorized amount was
appropriated; in 1973, 95 percent was
available for expenditure.

As a trustee, the Eennedy Center, rep-
resenting the U.S. Senate, I have seen
first hand the consistent support the
Nixon administration and the first family
has given to this magnificient national
asset.

Without the President’s enlightened
and enthusiastic cooperation and support
for the arts and humanities, the notable
gains achieved would certainly not have
been possible.

For those who did not have the op-
portunity to read Mr. Fritchey's fine
article, I ask that it be printed in the
RECORD.

There being no objection, the article
was ordered to be printed in the REcorbp,
as follows:

|From the Washington Post, Sept. 1, 1973]

A Bravo For NIXON ON THE ARTS
{By Clayton Fritchey)

A reader writes to ask, “Isn't there any-

thing the President can do in the eyes of the

press that is right?” The question was posed
before the appointment of Henry Kissinger
as Secretary of State, which the media has
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generally approved, but, beyond that, there
is one sphere in particular where Mr, Nixon
deserves high marks. Perhaps more than any
other President, he has been doing right by
the arts and humanities.

In all the years before he went to the
White House, Mr. Nixon seemed no more
enthusiastic about art than about com-
munism. The only thing more surprising
than the President’'s trips to Peking and Mos-
cow has been his good will tour of Parnassus,
which has left the Muses in a state of
wonder.

When Mr. Nixon unexpectedly began show-
ing interest in the arts soon after he took
office in 1969, some skeptics thought it would
be a flash in the pan, but instead White
House support for the National Council of
Arts and the National Endowments of Art
and Humanities consistently increased, witn
notable results.

Unless something untoward occurs, Con-

gress will soon send to the White House the
greatest federal appropriation ever made in
this couniry for the once sadly neglected
arts.
Before Congress recessed, the House (309-
63) passed a bill giving the Endowment $145
million a year. Earlier, the Senate (76-14)
voted $160 million for fiscal year 1974, $208
million for 1975 and $400 million for 1976,
or & total of $760 millilon for three years.

When Congress reconvenes, a joint confer-
ence committee will reconcile the differences
between the House and Senate, but with
White House backing there seems little
doubt that the compromise will be on the
generous side. In any case, the appropriation
will break all records, fer even the House
sum is nearly double the 876 million appro-
priation for the current year.

When Roger Stevens retired as the first
chairman of the National Arts Council in
1969, the budget for the Endowments was
only around $15 million a year. Even so, he
predicted the appropriation would reach $150
million within a decade. It sounded like a
pipe dream at the time, but the dream has
been realized in a mere four years.

Mr. Nixon, of course, does not deserve all
the credit, for both John F. Kennedy and
Lyndon Johnson helped pave the way for
public and political acceptance of government
support and encouragement of the arts, a
policy long established elsewhere in the
Western world,

Benators like Jacob Javits (R-N.Y.), J. W.
Fulbright (D-Ark.) and Claiborne Pell (D-
R.I.) have also for years been generating bi-
partisan support on Capitol Hill for aiding
the arts. Javits, in fact, introduced the first
such bill as far back as 1949. In floor debate
this year, he argued that a country “that can
devote $80 billion a year for the military can
in a bicentennial year (1976), devote $400
million for cultural enrichment.”

John F. Eennedy's efforts were cut short
by his death, but Lyndon B. Johnson enthu-
siastically carried on at first. Both the Arts
Council and the Endowments were estab-
lished by law under him in 1965, with an
opening budget of $5 million. But he lost
interest when the intellectual and artistic
community turned against him over his Viet-
nam policy.

Fortunately, Roger Stevens, who knows the
art of politics as well as the art of show busi-
ness, saved the program by his courtship of
Congress. He kept reminding the legisiators
that the U.S. budget for the arts was about
14 ecents a year per person as against $1.40
in Canada, $2.80 in West Germany, $5.50 in
Austria.

Mr. Nixon supplanted Mr. Stevens with
Nancy Hanks and Michael Straight as chair-
man and deputy chairman of the Arts En-
dowments, and they, too, have been eflective
beth on and off the Hill, But there is no veice
as compelling as the President's, as Mr.
Nixon showed when he said:

“We could be the richest nation in the
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world, the most powerful nation in the world,
the freest nation in the world—but only if the
arts are alive and flourishing can we experi-
ence the true meaning of our freedom, and
know the full glory of the human spirit.”

Seven years ago, Meg Greenfield wrote in
The Reporter: “In Washington, art is some-
times called culture, and it is thought, on the
whole, to be good. The sentiment is not new,
but its widespread acceptance is new, and so
is the growing conviction that the federal
government has an important part to play in
the artistic life of the nation.” That just
about sums it up, even today.

REVIVAL TIME FOR LOUISVILLE

Mr. HUDDLESTON, Mr. President, an
article in the September 8 issue of Busi-
ness Week magazine noted the fine re-
development that has been undertaken
in the city of Louisville, Ky., under local
leadership.

I commend the accomplishments of
this project and believe that it can serve
as a model for urban planners in other
areas.

I, therefore, ask unanimous consent
that this article be inserted in the
RECORD.

There being no objection, the article
was ordered to be printed in the Recorbp,
as follows:

RevVivaL TiME FOR LOUISVILLE

Until a redevelopment effort led by busi-
ness jelled four years ago, Louisville, Ky.,
had shared the experience of other medium-
sized U.S. cities in watching its downtown
deteriorate while suburbs absorbed new
growth. “Louisville had always been long
on antiques and old silver but short on
risk-taking capital,” explains lawyer Gordon
B. Davidson, a former president of Louis-
ville Central Area, Inc., a 12-year-old clvic
and business group whose rejuvenation ef-
forts are now showing impressive results,

A five-year, $2-billion redevelopment plan
combining public and private effort has left
the worries over risk money mostly a memory.
The plan for the city’s downtown and Ohio
River front has already given Louisville a new
skyline, a reclaimed waterfront, and a grow-
ing reputation as a revived regional business
center. The new look is drawing civil leaders
from such cities as Memphis, Dayton, Bir-
mingham, and Flint for a “how to" lesson
in central city development.

Among the major projects at the heart of
Louisville's revival:

A traffic-free shopping mall, lined with
trees and outdoor cafes. The three-block
retall hub is the nation’s third-largest pedes-
trian shopping mall., Its $1.5-million cost
was financed by a special city tax on owners
of property along the mall, at the suggestion
of merchants and landlords themselves. Be-
sides upgrading the quality of cemtral city
life, the mall is putting more dollars into
store cash registers. In the two months since
it opened, area retailers report a 159 sales
increase over last year. New businesses are
also coming to the mall. This fall, for In-
stance, Ayr-Way Stores, Inc., a discount
subsidiary of Associated Dry Goods Corp.
that has four stores in suburban Louisville,
will move into the mall with its first down-
town outlet.

Plaza/Belvedere, a T-acre, $13.5-million
park, dedicated in May, on the riverfront.
Beneath the complex of overlooks, land-
scaped courts, walks, and fountains is a 1,600~
car municipal garage. The Plaza/Belvedere
has been a eatalyst for adjoining projects
built on land reclaimed from auto wrecking
yards and crumbling warehouses that once
blighted the city's waterfront. Already the
$6-million Louilsville Trust Co. buflding, the
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$4-million American Life & Accident tower,
and the $10.5-million, 29-story Galt House
hotel have been built adjacent to the Plaza/
Belvedere. More than $62-milllon in addi-
tional construction is planned for the water-
front. Among the projects are a Hilton ho-
tel, two 30-floor apartment buildings, office
buildings, and shops.

Also included is a #$l4-million complex
containing county and city courts and pub-
lic safety headquarters, now under construc-
tion. And a convention and exhibition cen-
ter is planned to link the shopping mall
with the riverfront. The state has guaran-
teed $25-million for the new convention
facility.

The city’s bankers, who provided interim
financing for the Plaza Belvedere three years
ago when high interest rates discouraged
selling of municipal bonds, have spurred the
building boom with their own office towers.
Along with Louisville Trust, the city's two
largest banks have built high-rise corporate
headquarters in the past five years. And the
addition of more than 100 floors of modern
office space to the city's rental stock has
helped keep business from leaving the city.
For example, Celanese Corp. was consider-
ing moving its downtown regional offices,
but decided to stay after the new bank tow-
ers went up.

A youth movement. Louisville has never
lacked plans for development—merely the
push to bring them to fruition. The shopping
mall, for example, was originally proposed
in 1943, when Wilson Wyatt, Sr., was mayor.
Now, 30 years later, the mall is a reality
partly because of the efforts of 20-year-old
Wilson Wyatt, Jr., the former mayor's son
and the current executive director of Louis-
ville Central Area, Inc.

The talents of young civic and business
leaders like Wyatt has been a key element
in Loulsville’s new push, Says Maurice D. S,
Johnson, chairman of Citizens Fidelity Bank
& Trust Co. and a former resident of Kansas
City, Mo.: “When I came to Louisville, I was
struck by the fact that two nationally known
companies, Eentucky Fried Chicken and Ex-
tendicare, were staffed by extremely young
men. They were living examples that in-
spired a lot of young people as entrepre-
neurs.”

The mix of youthful leaders and older,
more established men gives the city what
some Louisvilleans call thelr “unstructured
power structure.” Says lawyer Davidson:
“There is no single power source. Consensus
of just a few people can really make a project
go.”
Self-help. Most urban planners see such
collaborative effort as the key to redevelop-
ing other medium-sized cities. Says Craw-
ford C. Westbrook, vice-presldent of Victor
Gruen Associates, the Los Angeles planning
firm that helped Louisville update its down-
town plan in 1969: “There was no Mayor
Daley or Mayor Lindsay, and the federal gov-
ernment isn't playing Big Daddy any more.
Redevelopment is almost exclusively a matter
of leadership. And when a community like
Louisville becomes self-reliant, it can always
find the resources.”

CIGARETTE BAN

Mr. ERVIN. Mr. President, I was dumb-
founded during August to read in the
newspapers that Mr. Richard O. Simpson,
Chairman of the new Federal Consumer
Product Safety Commission, said that the
Commission would attempt to regulate
the sale of cigarettes.

Last year when the Senate and House
were considering the Consumer Product
Safety Act, which created the Commis-
sion and endowed it with certain powers
and responsibilities, we were very care-
ful to include language to the effect that
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tobacco and tobacco products are exempt
from the jurisdiction of the Commission.

Section 3 of the act, which defines the
term “consumer product” for purposes of
the statute, expressly states that the def-
inition “does not include . . . tobacco
and tobacco products.”—Public Law 92—
573). The Senate report on the bill (92—
835) contained the unqualified statement
that—

Tobacco and tobacco products were com-
pletely exempted from the definition of con-

sumer product by the Committee on Com-
merce.

It is as crystal clear as the noonday sun
in a cloudless sky that Congress intended
the Commission to have no authority to
regulate the sale of cigarettes. Neverthe-
less, Mr. Simpson argued that such power
could be construed from the act. This
strained interpretation is based on sec-
tion 30, which transferred the funections
of the Secretary of Health, Education,
and Welfare under the Federal Hazard-
ous Substances Act of 1960, as amended,
to the Commission. It is faulty on two
grounds.

First, the legislative history of the Fed-
eral Hazardous Substances Act reveals
beyond doubt that it never was intended
to apply to tobaeco and tobacco products.
During hearings of amendments to the
act in 1964, Deputy Commissioner John
L. Harvey of the Food and Drug Adminis-
tration testified:

I think it is reasonably clear that the act
does not presently cover cigarettes or tobacco.
Certainly the coverage of cigarettes was not
in cantemplation of the Cong‘ress at the time
of the enactment of the bill and the law
would need some modification to cover
cigarettes properly because it deals separately
with different classes of hazardous sub-
stances, such as toxie, corrosive, irritant and
so forth.

Congressman Kenneth A. Roberts of
Alabama then said:

I agree with you because I sponsored that
act and I remember that we certainly did
not at that time intend to cover tobacco.
(Hearings before the House Committee on
Interstate and Foreign Commerce on Ciga-
rette Labeling and Advertising, 88th Cong.,
2nd Sess., 45 (Comm. print, 1964).)

Second, the Congress has seen fit to
preempt the area of cigarette regulation
by enacting the Federal Cigarette Label-
ing and Advertising Act of 1965 and the
Public Health Cigarette Smoking Act of
1969 (15 U.S.C. 1331 et seq.). These two
statutes were passed subsequent to the
Federal Hazardous Substances Act of
1960, and they represent the pronounce-
ments of Congress relative to the regula-
tion of cigarette sales in interstate com-
merce. Coupled with the express exemp-
tion of tobacco and tobacco products
from the Consumer Product Safety Act
of 1972, they leave no doubt that the
Commission has absolutely no power to
regulate cigarettes.

Should the Commission attempt to do
what it has no authority to do, then as
chairman of the Committee on Govern-
ment Operations I would have no alter-
native but to conduct oversight hearings.

The independent regulatory agencies
are creations of Congress, and they have
only the powers that Congress has ex-
pressly given them. Certainly they have
no authority whatsoever to legislate,
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which is exactly what the Commission
would do if it attempts to regulate
cigarettes.

Perhaps the Commission would do well
to retain a constitutional lawyer for its
staff, for judging by Mr. Simpson’s state-
ments the Commission could use some
good advice about what the Constitution
so clearly states in article I:

All legislative Powers herein granted shall

be vested in a Congress of the United
States. . ..

We have seen too many attempts on
the part of the Executive to legislate in
the past few years. We certainly do not
need such attempts on the part of the
independent agencies.

Mr. President, I wrote to Mr. Simpson
on August 31 in protest of his statements.
I ask unanimous consent that the text
of that letter, along with editorials from
the Raleigh, N.C., News & Observer
and the New York Times, and news re-
ports from the Wall Street Journal and
the New York Times, be printed in the
RECORD.

There being no objection, the material
was ordered to be printed in the Recorb,
as follows:

COMMITTEE ON GOVERNMENT OPERATIONS,
Washington, D.C., August 31, 1973,
Hon. RICHARD O, SIMPSON,
Chairman, Federal Consumer Product Safety
Commission, Washington, D.C.

DEAR MR. CHAIRMAN: I was amazed to read
of your comments on August 22 that the
Federal Consumer Product Safety Commis-
sion may attempt to regulate the sale of
cigarettes. The Commission very clearly has
no such authority.

Section 3 of the Consumer Product Safety
Act of 1972, P.L. 92573, which created the
Commission, very clearly states that the
term consumer product “does not include

tobacco and tobacco products.” The
language of this statute could not be clearer:
tobacco and tobacco products are expressly
exempt from the regulatory powers of the
Commission.

Furthermore, the functions of the Sec-
retary of Health, Education, and Welfare
under the Federal Hazardous Substances Act
(15 U.8.C. 1261 et seq.), which were trans-
ferred to the Commission by section 30 of
the Consumer Product Safety Act of 1972,
did not include any authority whatsoever to
prohibit the sale or distribution of cigarettes.

The legislative history of the Federal Haz-
ardous Substances Act reveals beyond doubt
that it does not apply to cigarettes. During
discussion of amendments to the Act in
1964, Deputy Commissioner John L. Harvey
gr the Food and Drug Administration testi-

ed:

“I think it is reasonably clear that the
act does not presently cover clgarettes or
tobacco. Certainly the coverage of cigarettes
was not in contemplation of the Congress
at the time of the enactment of the bill and
the law would need some modification to
cover cigarettes properly because it deals
separately with different classes of hazard-
ous substances, such as toxle, corrosive, ir-
ritant and so forth.”

Congressman Kenneth A. Roberts of Ala-
bama then said:

“I agree with you because I sponsored that
act and I remember that we certainly did
not at that time intend to cover tobacco."
(Hearings before the House Commitltee on
Interstate and Foreign Commerce on Ciga-
rette Labeling and Advertising, 88th Cong.,
2nd Sess, 45 (Comm. print, 1964).)

Since the statutes do not give the Com-
mission power to regulate tobacco or tobacco
products, any attempt to do so would con-
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stitute a usurpation of the legislative func-
tion of Congress by the Commission. Needless
to say, any such violation of the doctrine of
separation of powers shall not be taken
lghtly.

The Committee on Government Operations
has oversight jurisdiction over all Executive
and independent agencies. As Chairman, I
would have no alternative but to conduct
oversight hearings should the Commission
attempt to expand so radically its powers by
fiat without any statutory authority what-
soever.

To my mind, your premature announce-
ment that the Commission would attempt
to regulate cigarettes was highly improper.
The role of the independent agencies, in-
cluding the Commission, is quasi-judicial in
nature, and your statements indicate to me
that you have prejudged this issue before the
evidence is even presented. The statements
have placed you in the irregular position of
prosecutor, judge and jury.

Only the Congress possesses the consti-
tutional power to regulate interstate com-
merce, and it has in no way delegated au-
thority to ban the sale of cigarettes. There-
fore, I would suggest that the Commission
stick to the job ordained for it by the en-
abling legislation.

Sincerely,
Sam J. ErviNn, Jr.,
Chairman.

[From the Raleigh (N.C.) News and Observer,
: Aug. 29, 1973]
CIGARETTE BAN IDEA ARROGANT

For the time being others must take
Richard O. Simpson as seriously as he takes
himself. He's the new chairman of the Federal
Consumer Product Safety Commission, and
he says he expects that regulatory agency
to ban cigarettes. Naturally, a number of
tobacco state officlals and cigarette industry
spokesmen have hit the ceiling with outcries
of shock and disbelief.

There is not much chance that Simpson
will succeed, because the idea is so funda-
mentally foolish. It also rests on a very
dubious legal basis. But there is no doubt
that his agency can propound a cigarette ban,
give it the force of administrative law and
put tobacco interests to a great deal of trou-
ble and expense to undo his mischief.

Motivating Simpson, evidently, is the per-
sonal belief that people simply shouldn’t
smoke. And he has determined, on grounds
satisfactory to himself and other tobacco
haters, that a cigarette ban is possible by
employment of his commission’s rule-making
authority and provisions of the federal
Hazardous Substance Act of 1960.

The 1060 act defines as toxic or hazardous
“any substance (other than a radioactive sub-
stance) which has the capacity to produce
personal injury or illness to man through
ingestion, inhalation or absorption through
any body surface.” That is a perfectly sound
law to regulate various chemicals, compounds
and gases, but there is not the slightest thing
about 1ts legislative history to suggest that
Congress meant it to be applied to cigarettes.
Indeed, specific legislation aimed at ciga-
rettes, because of the smoking-and-health
controversy, was passed in 1965 and amended
in 1969. No critic of the health hazard of
smoking, before or since, except for Simp-
son, has suggested any legal basis ever existed
for attempting to ban cigarettes.

What is behind Simpson’s campaign, be-
sides his personal feelings, is a formal request
that he says he anticipates from several
members of Congress asking him to take
this very step. Foremost among the peti-
tioners-to-be is Utah's Sen, John E. Moss,
long an arch foe of tobacco.

It would save a lot of people a lot of
trouble if this campaign were called off. At
bottom it is am arrogant, meddlesome and
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self-righteous effort. It won't succeed in any
ban on cigarettes, but it may give some
stature to the evil notion that, for good
enough reason, the government really could
dictate to millions of citizens in guite per-
sonal ways.

|From the New York Times, Aug. 26, 1973]
EDITORIAL—ANOTHER PROHIBITION?

Richard ©O. Simpson, chairman of the
newly established Federal Consumer Product
Safety Commission, entertains the “serious
expectation” that his agency may ban the
cigarette once and for all. The commission
would, of course, have to go through an
elaborate process, including a thorough re-
view of the Surgeon General's findings on
the health hazards of smoking, as well as the
arguments of cigarette manufacturers and
others. Even then, it might come up with a
ban on only those cigarettes that exceed a
level of tars and nicotine which the com-
mission considers safe. But the surprising
thing is that so drastic & move should be
contemplated or even thought to be feasible.

The law that created the commission last
fall exempted tobacco from the agency’s
range of action, but the law did authorize it
to administer the Hazardous Substances Act.
Mr, Simpson takes that law as his source of
authority—since it gives the Government the
right to ban products on the basis of the
severity and frequency of the injuries they
cause. The Surgeon General has held that
cigarettes are an important factor in cancer,
emphysema, coronary disease and other grave
disorders, but domestic cigarette consump-
tion continues to rise in spite of required
warnings on the package and in advertising.
Hence, Mr. Simpson reasons, a complete or
partial ban may have to be the next step.

Putting aside both the logic and the legal
questions involved, we have grave doubts
that & Government ban would be a wise ap-
proach. This newspaper long and consistently
urged measures to compel warnings of the
type now legally required. We warmly sup-
ported official action to educate the public
on the dangers of smoking. But from the first
it has been our position that it “should be
enough for public health agencies to dis-
courage the habit by means short of prohi-
bition."”

That is still our position. Forty years after
its repeal, the failure of the Eighteenth
Amendment is still vivid in the national
memory—along with the evils of bootlegging,
gang warfare and general contempt for law
that it brought in its train. On much the
same reasoning, we have supported the rec-
ommendation of the National Commission
on Marijuana and Drug Abuse that penalties
be abolished for the private use and posses-
slon of marijuana.

A ban on those cigarettes violating a fixed
safe-content standard is a more reasonable
approach, not too different from present
Government limits on harmful additives and
other potentially dangerous substances in
food and drug products. But, with all respect
to Mr. Simpson’s courage and integrity, we
believe that even this type of control would
prove unenforceable and, in the end, unde-
sirable. The most effective function for Gov-
ernment is to make certain that the health
hazards are fully understood. It would be as
much a mistake to penalize those who re-
fuse to heed such warnings as to penalize a
glutton for overeating.

[From the Wall Street Journal, Aug. 24, 1973]

Uwnrr Amas To CURB, OR BAN, CIGARETTE SALES
BY LISTING SMOKES AS HAZARDOUS SUBSTANCES

WaAsHINGTON.—A new battle on cigaret
emoking is heating up.

The fledgling Consumer Product Safety
Commission plans to propose regulations
that could ban the sales of some, or all,
cigarets as hazardous substances,

The plan, disclosed by the commission
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chairman, Richard Simpson, after a speech
in Newark, N.J.,, comes as a surprise—and,
indeed, a shock, to the tobacco industry.
For one thing, the Consumer Product Safety
Act, which created the independent commis-
sion, specifically excludes tobacco products
from the agency's jurisdiction. However, Mr.
Simpson said the commission can use its au-
thority under another law, the Hazardous
Substances Act, to regulate cigarets as a sub-
stance that causes injury or illness to
humans.

The plan quickly drew fire from Tobacco
Institute Inc., which termed the proposal “a
sheer bureaucratic arrogation of power.” The
institute is the cigaret industry's trade as-
sociation. “The plain fact is that the federal
Hazardous Substances Act of 1960 wasn’t de-
signed for, or intended to be used in any way,
in connection with questions relating to
cigaret smoking and its alleged effects on
health,” said Horace Kornegay, president eof
the Tobacco Institute. “We cannot and won't
voluntarily ecomply in an overzealous at-
tempt to terminate the existence of an in-
dustry that has been part of America since
1607, he added.

Although the commission believes it has
the authority to move on its own, Mr. Simp-
son said it plans to act on the basis of a
petition being prepared by Sen. Frank Moss
(D., Utah). Sen. Moss' petition would pro-
pose maximum allowable levels for tar and
nicotine in cigarets. The Senator has been
a leading sponsor of anti-cigaret legislation,
including the 1971 law banning cigaret ad-
vertising on television.

In Louisville, Brown & Williamson Tobac-
co Corp. said it hadn't any comment to make
on the commission’s proposal, but noted that
it was “following the matter with interest.”

Lorillard Corp., owned by Loews Corp.; R.
J. Reynolds Industries Inc.'s tobacco division;
Philip Morris Inc. and American Brands Inc.
also declined comment.

The commission’s plan also is a surprise
because attempting to ban cigarets is an un-
usually controversial move for a new agency.
The five-member commission began opera-
tions in May. Yet it does have unusually
broad powers to regulate the safety of a wide
range of consumer products, stretching from
toys to mobile homes.

One tobacco-state Congressman, Rep. Wil-
mer “Vinegar Bend' Mizell, a North Carolina
Republican, attacked the commission's plan
as an “unlawful” and “audacious empire-
building scheme."” Rep. Mizell, a former ma-
Jor league baseball pitcher, also threw a high,
hard one at Mr. Simpson by calling for his
resignation. The Congressman said he plans
to introduce legislation that would specifi-
cally exempt tobacco products from the Haz-
ardous Substances Act.

A spokesman for the Product Safety Com-
mission responded that the commission and
Mr. Simpson plan to remain firm in their
position. He noted that Mr. Simpson actually
had publicly mentioned the possibility of
regulating cigarets before Wednesday but
that the idea hadn't received wide publicity.
“This isn't a trial balloon. He's serious™ about
the cigaret plan, the spokesman added.

One reason the commission is considering
acting against cigarets Is that the consump-
tion of cigarets has continued to rise despite
health-warning labels required on cigaret
packages in recent years under a program ad-
ministered by the Federal Trade Commission.
The FTC earlier released a statistical report
showing that the number of cigarets sold In
the U.S. last year increased for the third
straight year, to 561.7 billlon cigarets, up
from 547.2 billion in 1971.

[From the New York Times, Aug. 23, 1973]

Ci1GARETTE BAN To BE AsxEp BY FEDERAL
SAreETY OFFICIAL

(By Gerald Gold)
Newark, August 22.—Richard O. Simpson,
chairman of the new Federal Consumer Prod-
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uct Safety Commission, said today that he
was prepared to seek a ban on all or some
cigarettes I, as expected, an examination
confirms the surgeon general's findings in
recent years on the haszardous nature of cig-
arette smoking.

Mr. Simpson said he was awaiting a peti-
tion from Congressmen calling for the com-
mission to set standards for cigarettes, al-
though the commission could act on its own.

The staff of Senator John E, Moss of the
Senate Commerce Committee has begun
studying the possibility of such a petition.
Mr. S8impson sald he felt congressional back-
ing would enhance the chances for successful
action against cigarettes.

A spokesman for the Utah Democrat said
the staff was working on a petition that
would call for the commission to set maxi-
mum levels for tar and nicotine in cigarettes.
‘Those brands with contents above that level
would be banned.

Mr. Simpson agreed that such an approach
probably would be the opening one by the
commission. He said he could not say specif-
ically whether any cigarettes now on the
market would be able to meet the standards,
since the guidelines had not been drawn up
yet.

Mr. Simpson mentioned the possibility of
action on clgarettes in passing in an address
this morning at the Product Liability Pre-
vention Conference at Newark College of En-
gineering attended by several hundred rep-
resentatives of professional, technical and
trade groups. Later, in an interview, he ex-
panded on his comment.

He said the commission has the power to
set cigarette standards or ban cigarettes un-
der the Hazardous Substances Act, which de-
fines a toxic substance as “any substance
{other than a radicactive substance) which
has the capacity to produce personal injury
or illness to man through ingestion, inhala-
tlon or absorption through any body sur-
face."

The Consumer Product Bafety Act, which
set up the commission, specifically exempts
tobacco from the commission’s purview, but
the Hazardous Substances Act, which the
commission also administers, does not.

Despite the labeling of cigarette ads on
television and radio. Mr. Simpson noted, cig=-
arette sales have Increased. The Agriculture
Department has reported that domestic cig-
arette consumption went up 2.5 percent in
the 10 months that ended in April, 1973.

POWERS OF COMBMISSION

The influence, Mr. Simpson said, is that
the labeling and the TV-radio ban have
not worked. Under the Hazardous Substances
Act, the commission can halt the sale of a
product if it finds that, despite cautionary
labeling, the product is still a hazard.

After receiving a Congressional petition,
the commission procedure would be to ex-
amine the petition, go over the supporting
evidence (including the findings of the sur-
geon general of the Public Health Service),
propose regulations or standards and publish
them in the Federal Register, receive com-
ments from industry and others and then, as-
suming it stood by the finding that cigarette
smoking was harmful, publish final regula-
tions banning some or all cigarettes. The
whole procedure would take a number of
months.

Mr. Simpson said he expected that any ac-
tion or proposal would be challenged at the
outset by the industry and that the issue
would probably go before the courts.

“His expectations for a fight are exactly
right,” a tobacco industry spokesman said in
response to questlons. The spokesman,
Horace Kornegay, president of the Tobacco
Institute, the trade association of the major
cigarette manufacturers, said:

“It thought it had been understood for
years that the Hazardous Substances Act does
not include tobacco. The Food and Drug
Administration has taken that position. The
act was never contemplated to cover tobacco.
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It was to prevent household injurles, such
as children swallowing cleaning fluids and
that kind of thing.”

Mr. Simpson maintained, however, that the
“reasons for labeling cigarettes dangerous
ought to stand up under the Hazardous Sub-
stances Act, too.” He said that among the
criteria for banning products was the severity
and frequency of the injurles they cause, in
this case “cancer and death".

He emphasized that “we have a serious
expectation of achieving a ban,” and as-
serted that he felt the agency ‘‘should and
will be able to achieve it."”

In his address at the Newark College of
Engineering, Mr. Simpson stressed the "moti-
vations” that he hoped would encourage full
compliance by industry with the agency's
regulations and actions on product safety in
all fields.

“One of these ‘motivations’ is ecriminal
penalties,” he sald. “Whereas corporations
can pay civil penslties, people who work for
corporations pay criminal penalties. I am per-
sonally inclined in a criminal proceeding to
seek out the board chairman or the cor-
porate president, in addition to other officials,
because I believe they are In the best posi-
tion to assure corporate compliance."

However, he noted that he had no inten-
tion of conducting a “witch hunt” of prod-
ucts and strongly urged industry to work
with the agency in voluntary compliance.
Mr. Simpson sald that so far he felt everyone
he had talked with in industry had gen-
erally been cooperative.

He said his agency had completed com-
piling a priority list of product categories in
order of the safety hazards they presented
and would make the list public next week.

THE T5TH ANNIVERSARY OF THE
AMERICAN HOSPITAL ASSOCIA-
TION

Mr. PERCY. Mr. President, I wish to
bring to the attention of my colleagues
in the Senate that today, September 12,
1973, over 7,000 hospitals and health care
institutions nationwide are commemo-
rating the 75th anniversary of the Amer-
ican Hospital Association. These institu-
tions, and the 19,000 personal members
of the association share an objective
that is important to all Americans—the
provision of better health care services.

This 75th anniversary of AHA, then,
should be a time not only for recognition
of the association’s existence and its ac-
complishments over the years, but for
supporting the services of its allied State
and metropolitan hospital associations
throughout the Nation and the efforts of
our community hospitals.

Since its earliest days, when eight hos-
pital superintendents met to exchange
ideas and information in Cleveland,
Ohio, the purpose of the American Hos-
pital Association has been to develop
ways in which health services may be
made more effective, accessible, and con-
venient for more people. Often we for-
get that as recently as the turn of the
century, our hospitals were predomi-
nantly almshouses or shelters for the
sick poor, the aged, and the mentally
ill. The hospital was considered by many
communities to be a last resort for per-
sons in distress.

Largely as a result of great strides in
medical science, public demands for the
benefits of those advances and the efforts
of such organizations as the American
Hospital Association in meeting the chal-
lenges of change, today’s hospitals have
emerged as the center of the medical
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world and vital components of their
communities. Progress, however, has
also brought a more critical attitude
about health services generally. There is
rising concern, for example, about gaps
in_sernce. rising costs, and time lags in
bringing the latest scientific discoveries
to the patient’s bedside. Health care in-
stitutions have stirred public interest
and concern, and the attention of all
branches of Government, including the
Cong;-ess. While often critieal, this in-
creasing attention to health affairs is
primarily an expression of the growing
value and importance that the public
places in a viable health care system.

We can, therefore, be grateful to or-
ganizations, such as the American Hos-
pital Association, which dedicate their
efforts to health care administration,
'I_'he AHA conducts hundreds of educa-
tlgna] programs and conferences for ad-
ministrators and health care personnel
each year. It maintains a research pro-
gram, In cooperation with public and
private resources, that results not only in
valuable data for all who hope to im-
prove the delivery of health care sery-
k_:es but also brings to light the poten-
tials of new organizational designs that
can lead to a more effective and coor-
dinated health care system of the fu-
ture.

Of special interest to Members of Con-
gress are AHA's activities with respect
to Federal health legislation and Federal
health agencies that work to implement
such significant programs as medicare,
The association has been active in the
development of a proposal for national
health insurance and for improving the
health care system. It has taken an ac-
tive role in the quest, through legislation,
for improved emergency medical serv-
ices, for assuring the Nation's blood sup-
ply, and for establishing standards of
quality for health care. The association
has been in the forefront of efforts to re-
duce inflation in the health services in-
dustry, and has struggled with the para-
dox of holding down costs while
maintaining the highest quality care pos-
sible as the scope of services expands
to meet health needs.

Thus the association during the past
75 years and most notably in recent dec-
ades, has developed a constituency as
broad as its interests and accomplish-
ments—hospitals, nursing homes, and
other long-term care facilities, ambula-
tory care centers, planning agencies, in-
dividual providers of health care services,
and representatives of patients and their
families. Its spectrum and concerns are
as broad as the spectrum of health care
in Ameriea.

In serving its constituency well, the
American Hospital Association has
served all of us. I feel, therefore, that we
should express our congratulations to
AHA on its 75th anniversary and our
hopes for the successful continuation of
its efforts in the years ahead.

WASHINGTON POST SCORES
SCHOOL MILK CUT

Mr. PROXMIRE. Mr. President, last
week the New York Times on its editorial
page sharply criticized the administra-
tion for slashing the school milk program
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from $97 million to $25 million as well as
the Congress for failing to quickly re-
verse this action. I was pleased to place
this editorial in the CONGRESSIONAL
RECORD.

At the same time I overlooked a similar
editorial by another of the Nation's finest
newspapers—the Washington Post. This
editorial also condemns this year’s school
milk cutback—pointing out that it will
mean far less nutrition for the Nation’s
schoolchildren since, with the rising cost
of producing milk, even last year's $97
million would have been inadequate.

I am very hopeful that the House-
Senate conferees on the Agriculture ap-
propriations bill will meet soon to ap-
prove the Senate school milk increase
to $97 million. Every day we wait is a day
of inadequate nutrition for the school-
children of the United States.

I ask unanimous consent that the
Washington Post editorial be placed in
the RECORD.

There being no objection, the editorial
was ordered to be printed in the REcCORD,
as follows:

[From the Washington Post, Aug. 31, 1973]
No MoxXEY FOR MILK

It was inevitable that the rising costs of
food would include school lunch programs
in the dismal ascent. Local school systems
report such rises from 35 cents to 456 cents
for elementary school lunches and an in-
crease from 5 cents to 10 cents a half-pint
carton of milk. As predictable as these hikes
may be, what wasn’t predictable is that na-
tionally about 40 million eligible American
school children may get no milk at all when
they return to classes next week. Some
Washington-area children may be among the
neglected. With large numbers of children
already subjected to mostly junk-food diets,
even before their parents' wallets were at-
tacked by high food prices, it is especially
dismaying that they will now be deprived of
milk, & high nutrition item.

The cause of this neglect is the not un-
usual combination of congressional and ad-
ministration indifference. The tangle on the
Hill is caused by legislation left sitting in a
conference committee where differences be-
tween Senate and House versions still need
to be settled. The Senate bill asks for $97
million, a more realistic sum but one far sur-
passing the administration’s request for $25
million. Currently, the milk program is oper-
ating on a continuing resolution providing
$25 million.

It would be thought that with a little fore-
sight the current situation could have been
avolded; as late as last March, the Senate
Select Committee on Nutrition and Human
Needs was warning that the $25 million fig-
ure was inadequate. But what needs to be
done now is clear: immediate action by the
Senate-House conference committee when
Congress reconvenes. The language of the
legislation needs to specify that the money
is to be provided to school districts now,
with no qualifying clauses that might delay
the money. Apparently, many school officials
had believed that a continuing resolution
would maintain the program for the amount
provided last year: $95 milllon. Only too late
did they learn the grim reality.

It should be noted, finally, that the chil-
dren are not the only potential victims. The
businessmen who supply the milk and the
school administrators ordering it also stand
to lose because of the confusion.

REPORT ON SCHOOL BUS SAFETY

Mr. JAVITS. Mr. President, I report
herewith on the results of a survey on
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schoolbus safety which I sent to sample
residents throughout New York State,
with the exception of the heavily urban-
ized areas of New York City, Buffalo,
Rochester, and Albany where travel by
schoolbus is not as usual a practice as
elsewhere in the State. Also included in
my report today is a letter from Secre-
tary of Transportation Claude S. Brine-
gar responding to my inquiries about
current Transportation Department ef-
forts on schoolbus safety.

Of nearly 4,000 responses, the over-
whelming majority—96 percent—ex-
presses concern regarding the safety of
children traveling daily to and from
school in buses, some 45 percent of all
New York State schoolchildren, and sup-
ported efforts to improve safety factors.

A sizable proportion of the respond-
ents—b5.5 percent—indicate that greater
stress should be placed on the training
and selection of schoolbus drivers. Sev-
eral persons, for example indicated that
they felt that the buses were only as safe
as their drivers while others cited ex-
amples in which drivers drove recklessly.
There was also some reaction against
“moonlighting”—a  typical response
stated:

The job requires the utmost in alertness
and this is not always the case with tired
and exhausted men who work a full day at
some other job.

In connection with the issue of driver
training, Secretary Brinegar indicated
to me that the National Highway Traffic
Safety Administration—NHTSA—"is
currently developing curriculum mate-
rials for schoolbus driver training. These
materials will be available to the States
in early 1974. NHTSA's next step in this
emphasis area is to develop a supervisory
program.”

There was also a stress on the use of
seat belts by 4 percent of the respondents
who felt that the use of such belts
should be made mandatory on all school
buses. Typical comments were:

I believe the school bus standards should
be egual to any other vehicle standards in
regard to the use of seat belts and our most
valuable cargo travels without the use of
safety belts.

A smaller number—3 percent—stressed
the need for supervision of children
while traveling on schoolbuses. A former
schoolbus driver pointed out, for instance,
that “the danger lies in the misconduct
of the students.”

A different view was taken by some of
the 1.5 percent of the respondents who
urged the use rather of protective
padding and higher seat backs. It was
pointed out, for example, that seat belts
could be used as weapons in the hands
of mischievous youngsters and that it
would be difficult to install three sets of
belts per seat.

The matter of schoolbus construction
standards, which includes padding, was
given especial emphasis in the letter from
Transportation Secretary Brinegar who
wrote that:

The Notice of Proposed Rulemaking on
bus passenger seating and crash protection
was issued in February 1973 and will apply
to all school buses manufactured after Sep-
tember 1, 1974. The second recommended
standard on the strength of structural joints
of school buses is being processed within
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NHTSA. It is expected that the Notice of
Proposed Rulemaking pertaining to this sub-
ject will be released soon.

Another 1 percent of survey respond-
ents urged action with respect to over-
crowding; and 1 percent offered other
suggestions, including facing of seats to
the rear, the installation of air bags and
installation of an additional emergency
exit on the bus roof.

Not all respondents—4 percent—were
in agreement with my efforts here for
schoolbus safety. Most of these objected
to the proliferation of regulations and
Federal controls and to the additional
tax burden. One respondent, for exam-
ple, observed that statistics available do
not warrant the increased costs that
would be necessitated by changes in
present practices.

It is my intention to present the sur-
vey responses to the Senate Commitiee
on Commerce when I testify at its an-
ticipated hearings on schoolbus safety
this fall, as well as bringing the results
of the survey to the attention of the
appropriate committees in both houses
of the New York State Legislature, the
New York State Department of Educa-
tion, the New York State Department of
Motor Vehicles and school superintend-
ents in the area of the survey as well as
those New Yorkers who responded to
the survey.

I ask unanimous consent to have Sec-
retary of Transportation Brinegar's let-
ter printed in the RECORD.

There being no objection, the letter
was ordered to be printed in the REcorbp.

The full text of Secretary of Trans-
portation Brinegar's letter reads as fol-
lows:

SECRETARY OF TRANSPORTATION,
Washington, D.C., August 23, 1973.
Hon. Jacos K. Javits,
U.S. Senate,
Washington, D.C.

DeaAr SENaTOR Javirs: Thank you for your
correspondence of July 17, 1973. We appre-
ciate your continued interest in Pupil Trans-
portation Safety and your particular concern
with the National Highway Traffic Safety Ad-
ministration’s School Bus Task Force Report
of May 1973. You will be pleased to learn that
six of the seven recommendations contained
in this report are already being implemented.

For example, the Notice of Proposed Rule-
making on bus passenger seating and crash
protection was issued in February 1973 and
will apply to all school buses manufactured
after Scptember 1, 1974. The second recom-
mended standard on the strength of struc-
tural joints of school buses is being proc-
essed within NHTSA. It is expected that the
Notice of Proposed Rulemaking pertaining
to this subject will be released soon.

Chassis manufacturers are encouraged to
supply the school bus manufacturer with
equipment containing the advanced braking
systems that conform to the Federal Re-
quirements effective in 1974 and 1975. School
bus manufacturers are, in turn, being asked
to request new braking systems for their
special needs. Advanced braking systems,
which will be standard when the new re-
quirements become mandatory, are now be-
ing made available to the purchaser as op-
tional equipment.

The General Environments Corporation,
Springfield, WVirginia, has subjected two
school buses, one manufactured by Supe-
rior Coach Division of Sheller Globe Corpo-
ratlon and the other by Wayne Corporation,
to extensive compliance testing. Each of
these buses were found to be in compliance
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with all of the applicable Federal Motor Ve-
hicle Safety Standards.

Recently, Dynamic Science, Division of Ul-
trasystems, Inc., Phoenix, Arizona, was
awarded contract, DOT-HS-046-3-694, School
Bus Improvement Program. The objective of
this twelve-month program is to develop,
test and recommend practical safety improve-
ments in school bus construction. Initiation
of this program fulfills the fifth recommen-
dation of the Task Force.

Plans for school bus data collection and
analysis, recommendation number 6, are un=-
derway, but the data collection activities
have not yet been fully implemented. All
high severity accidents involving three or
more student fatalities are now being inves-
tigated by our Multidisciplinary teams.

Specific implementation of items refer-
enced in your correspondence are a part of
Task Force recommendation number 7 and
will be accomplished by the States and their
political subdivisions with assistance from
NHTSA. Any on-going activity is conducted
along guldelines provided to the States for
carrylng out provisions of Highway Safety
Program Standard #17, Pupil Transporta-
tion Safety. Further, NHTSA is currently de-
veloping curriculum materials for school bus
driver training. These materials will be
available to the States in early 1074. NHTSA’s
next step in this emphasis area is to develop
A& supervisory program. We are presently ad-
dressing the liaison, coordination and pro-
gramming needs of the special education
student.

As you state, both the Department of
Health, Education and Welfare and the De-
partment of Labor should be consulted and
we certainly concur. Our staff contacts will
insure that program development is reviewed
and coordinated for acceptance among the
several agencies concerned.

As you can see we have moved ahead rap-
idly in implementing the recommendations
made by the School Bus Task Force. Conse-
quently, I see no need for further legislation
at this time,

Sincerely,
CLAUDE S. BRINEGAR,

PENSION REFORM

Mr. ROBERT C. BYRD. Mr. President,
on behall of the distinguished Senator
from Indiana (Mr. HARTKE), I ask unani-
mous consent to have a statement by
him, and two insertions printed in the
RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered.

STATEMENT BY SENATOR HARTKE
PENSION BILLS ARE INADEQUATE

Mr. HarTEE. Mr. President, in the con-
tinuing debate on real pension reform, I
would like to bring to the attention of my
cclleagues an important message from the
academic community.

All of these experts, who have made a
thorough and penetrating analytical study
of the pension bills before Congress, indicate
in no uncertain terms that S. 4 and 8. 1179
are severely inadequate. The deficiencies of
these proposals are in the areas of requiring
adequate coverage, vesting, widow’s benefits,
and protection of pension reserves and
claims.

Precisely In these specific fields I plan to
offer amendments to 5. 4 which will make
pension reform a reality rather than an il-
lusion. My first amendment will require full
vesting after 5 years and will set up a bureau
of experts in the Department of Labor who
will be available to those unfortunate
workers who have been dismissed from em-
ployment for the sole reason of making them
ineligible for their earned vested credits.
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My second amendment would treat the is-
sue of survivors’ benefits. Widows are cer-
tainly deserving of 50 percent of the re-
tiree's annulty benefits without any reduc-
tions in his initial benefits, and I want to
make sure that they receive them. I would
also make it compulsory that participants
in the pension program walver the survivors'
benefits In writing if they so desire.

Thirdly, in order to buttress the more
progressive vesting provision, I call for the
mandatory establishment of a portability
fund and national clearing house. A benefit
which is vested but not portable is not avail-
able in the case of disablement. My provision
would also assure that the retiree’s funds are
not eroded by inflation.

The bills now before the Congress fall
short of solving the problems in these areas.
The amendments which I propose can cor-
rect these weaknesses and make pension re-
form actual rather than a pretense,

Mr. President, I add herewith a press re-
lease and statement, as follows:

PrESS RELEASE AND STATEMENT OF
ProrF. MERTON C. BERNSTEIN

MAJOR PENSION BILLS BEFORE CONGRESS IN-
ADEQUATE, ACADEMIC EXPERTS DECLARE

“The major pension bills receiving serious
Congressional consideration—the Willlams-
Javits bill, the Senate Finance Committee
(Bentsen) bill, and the Dent bill—fall short
of the needed reforms™ a group of academic
experts declared in a statement issued today.
The group of teachers of law, economics and
social welfare includes some of the country’s
foremost experts on pensions, income main-
tenance and labor relations.

With Congress about to begin debate on
private pension reform, the university pro-
fessors issuing the statement found the
bills reported to the Senate inadequate in
the areas of requiring adequate coverage,
vesting, widows’ benefits, protection of pen-
sion reserves and claims. They noted that
while most families need supplements to
Soclal Security, private pensions do not pro-
vide them and the bills under consideration
will not fill the gap. Their statement de-
clares that pension plans now cover less
than half the civillan work force, seldom
pay benefits to widows, pay small benefits
even to those who achieve vesting, “lack
adequate protection against diversion to
uses other than benefits for the elderly” and
non-union employees do not have protec-
tion against firing to defeat pension claims.

The bills now before the Senate, they
stated, “all fall short of rectifying these
shortcomings.” They urged Congress to con-
sider vesting of at least half an employee's
pension credits after 5 years of work grow-
ing to 100% after 10 years, mandatory wid-
ows' benefits and more effective prevention
of conflict of interests. (Full text and the
list of signatories follow.)

STATEMENT ON PENSION LEGISLATION

Legislation to reform the private pension
system is overdue. At present and prospective
levels of Social Becurity benefits regular,
reliable, and substantial retirement income
supplements are needed by our retirees. In-
dividual savings typically do not bridge the
gap between income and maintaining living
standards. And in a high-consumption so-
clety such saving cannot be expected to do
80,

The private pension system does not pro-
vide the needed supplements. It covers less
than half the civilian work force and, among
the covered, many cannot expect to achieve
benefit status due to length of service re-
quirements. And a great many of those who
do achieve vested credits will obtaln only
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small benefits. Although widows are the most
necessitous of the elderly, private plans sel-
dom provide effective survivor benefits. In
addition, the over $150 billion in private pen-
sion reserves, augmented by about another
$15 billion each year, lack adequate protec-
tion against diversion to uses other than
benefits for elderly. An unfortunate number
of plans terminate lacking adequate funds to
pay valld claims; extrapolating from a 1973
Treasury plan termination study, as plans
now operate, three-fourths of a million
workers with vested benefits will receive no
benefits in the next two decades.

The major pension bills receiving serious
Congressional consideration—the Willlams-
Javits bill, the Senate Finance Committee
bill, and the Dent bill—all fall short of rec-
tifying these shortcomings and thereby fall
short of the needed reforms.

VESTING

A national consensus has been achieved
that it 1s unconscionable to deny pension
benefits to long-term employees. And all cur-
rent proposals would achieve complete vest-
ing after 15 years of service. However, while
some dramatic examples of pension loss in-
volve long-term employees, the great bulk of
penslon losses occur to shorter term em-
ployees—most of them with fewer than 10
years of service. As the Senate Labor Sub-
committee study of plans in existence for
about two decades shows (had shorter lived
plans been included, the showing would have
been more distressing), 93 percent of em-
ployees separated under plans requiring
more than 10 years unbroken service for
vesting had no pension rights to show for
their service. For plans with 10 year vesting,
the comparable figure was 78 percent.

Actuarial studies done for the Senate Labor
Committee show that the Willams-Javits
bill (providing for 30 percent vesting after
B years service increasing by 10 percent an-
nual increments) would increase pension
costs very little—which indicates that the
proposed formula would salvage little for
most employees separated from pension cov-
ered jobs. Few would be alded, and those few
would receive only small benefits, For exam-
ple, an employee separated after 8 years of
service under a typical plan—one providing
85 a month per year of service—would obtain
a vested benefit of $12 a month or less than
$150 a year.

The Senate Finance Committee bill does
only a little better—vesting 26 percent after
5 years service and improving by 5 percent
annually* (but not starting until age 30).
A 5 year benefit under the same $5 pattern
would produce a vested benefit of $625 a
month, or 875 a year payable years later.

Of course, better plans will cost more.
However, if coverage were broadened, with
earlier vesting the costs would be spread
over more companies and more years, often
leading to lower unit costs than when only
the last employer pays all.

We urge serious consideration be glven
to requiring 509 vesting after 5 years of
service, increasing annually by 10 percent
increments. Only such a formula would im-
prove substantially employee benefit achieve-
ment over the current unsatisfactory situa-
tion. Only such a formula, for example,
would enable women—who typically have
shorter service—to begin to achieve pension
benefits in a substantial way.

The Senate Labor Committee has docu-
mented many cases in which employers fire
employees jJust before their pension credits
would have vested. To make vesting work,
reform legislation must provide eflective

*Achleving 509% vesting for 10 years serv-
ice, it would vest an additional 10% each year
thereafter, reaching 100% for 15 years serv-
ice.
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protection against discharge and lay-off for
non-bonafide reasons. To forestall and cor-
rect such abuses, employees should have the
rights of protection now afforded employees
under the National Labor Relations Act and
collective bargaining agreements—including
reasonably prompt and low cost relief,
COVERAGE

If private pension plans are to provide the
supplementation needed by all, they must
cover all workers. None of the bills before
Congress effectively addresses the problem
of coverage. Before requiring such coverage,
experimentation with a national, low-cost
“boiler plate” plan should be carried out.
By eliminating time- and money-consuming
installation costs, small company coverage
will be stimulated. As many such companies
are short-lived coverage should follow prin-
ciples similar to those employed by TIAA/
CREP regarding full and immediate vesting
and a mixture of guaranteed and variable
benefits.

Voluntary individual purchases of pension
coverage will not solve the coverage problem.
Experience in Canada shows that the Nixon
Administration’s proposal for such individ-
ual purchases will benefit those with above
average income and least need.

CONFLICT OF INTEREST

It Is high time that pension funds be
treated as money belonging to employees
and their beneficiaries. To that end, fund
trustees should be completely neutral and
owe loyalty only to plan beneficiaries. Com-
pany and union officials should not be quali-
fied to serve because their institutional in-
terests can conflict with those of employees
at crucial times. All dealings between pen-
sion funds and the companies and unions
concerned should be prohibited. The United
Mine Workers case, as well as others, shows
how long it takes to discover trust infidelity
and how inadequate recovery is through law
suits—relief was given for only three years
despite findings of 20 years of improprieties.

WIDOW BENEFITS

Few plans provide survivor annuities. Many
provide options for survivor benefits, but
the options are seldom elected. At the least,
survivor options should be required, and
they should be regarded as exercised unless
affirmatively rejected in writing.

REINSURANCE

A plan that falls to pay off for earned
benefits is a failure. A reinsurance plan to
enable terminated plans to meet substantial
portions of their obligations is highly de-
sirable and should be tried.

BARGAINING RIGHTS FOR RETIREES

Very few plans have provisions to adjust
benefits to offset inflation—helping to make
pensioners the chief victims of inflation.
Pensioners should be able to bargain with
their former employers (and successors), and
such employers should be obligated to bar-
gain with retiree representatives chosen by
retirees in appropriate units. The National
Labor Relations Act should be amended to
provide such rights, obligations, and the
election mechanism. The representative will
in most cases be the active employee's bar-
gaining agent. But many companies with
pension plans and retirees do not have
unions; unionization of active employees
should not be a requirement for retiree bar-
gaining. Without such a mechanism, private
pension plans will provide unreliable bene-
fits, and reform legislation will do almost
nothing to benefit retirees.

Fifteen years have passed since the last
pension reform legislation, which achieved
little reform. We urge this Congress to enact
the reform needed. The opportunity to do so
may not come again for a very long time.
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LIST OF SIGNATURES

Name, institution and school *

Professor James Schultz, Brandeis (Eco-
nomics).

Professor Charles Schotiland, Brandeis
(Social Welfare) Former Commissioner of
Social Securlty Administration.

Professor ILeonard Hausman,
{Economics) .

Professor Elliott Sclar,
nomics).

Professor
(Law).

Professor Thomas P. Lewls, Boston Uni-
versity (Law).

Professor Donald Wollett, California-Davis
(Law).

Professor George Cooper, Columbia (Law).

Professor Walter Gellhorn, Columbia
(Law) .

Professor Milton Konvitz, Cornell (Law).

Professor George Savage King, Emory
(Law).

Professor Paul Harbrecht, Georgia (Law).

Professor Stuart Schwarzschild, Georgia
State (Insurance).

Professor Vern
(Law).

Professor Julius Getman, Indiana (Law).

Professor Raymond G. McGuire, Maine
(Law).

Professor James Morgan, Michigan (Eco-
nomics).

Professor Jacqueline Brophy, Michigan
State (Economics).

Professor Leo Eanowitz, New MeXxico (Law).

Professor Morton C. Bernstein, Ohio State
(Law).

Professor Bruce Jacob, Ohio State (Law).

Professor Michael Kindred, Ohlo State
(Law).

Professor William P. Murphy, North Caro-
lina (Law).

Professor Robert Koretz, Syracuse (Law).

Professor George Rohrlich, Temple (Eco-
nomies).

Professor Jerry L. Anderson, Utah (Law).

Dr. Harold L. Sheppard, Upjohn Institute
(Sociology).

Professor Jerry L. Mashaw, Virginia (Law).

Professor Florian Bartosic, Wayne State
(Law).

Professor Ronald C. Brown, William & Mary
(Law).

Professor Abner Brodie, Wisconsin (Law).

Professor George Arnold, Wyoming (Law).

Professor Clyde W. Summers, Yale (Law).

Professor Thomas I. Emerson, Yale (Law).

Professor Yung-Ping Chen, UCLA (Eco-
nomies).

Professor Abraham Monk, New York at
Buffalo (Social Policy).

Visiting Professor George Shatzki, Pennsyl-
vania (Law).

Dean Wilbur Cohen, Michigan (Education)
Former Secretary of Health, Education and
‘Welfare.

Professor
nomics).

Adjunct Profesor Jerome Brooks, Wayne
State (Labor Law).

Professor Kenneth 8. Cohen, Case Western
Reserve.

Professor Leon Cablinet, Case Western Re-
serve.

Professor Melvyn R. Durchslag, Case West-
ern Reserve.

Professor Martin Rein, Mass. Institute of
Technology (Urban Studies).

Brandels
Brandeis (Eco-

Herbert Bernhart, Baltimore

Countryman, Harvard

Juanita KEreps, Duke (Eco-

THE COST OF LIVING COUNCIL'S
PRICE CONTROLS ON THE GASO-
LINE RETAILER

Mr. BARTLETT. Mr. President, a
Living Council’s—CLC—{final regula-

* For Identification only.
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gross inequity exists within the Cost of
tions pertaining to the sale by retail-
ers of gasoline, No. 2 diesel fuel, and
No. 2 heating oil. It seems to me that
the retailers of petroleum products
have been excluded from the supposedly
all-encompassing phrase “liberty and
justice for all.” There is nothing “just”
about the regulations adopted by CLC
as far as retailers are concerned.

Not only has the petroleum industry
been the only industry excluded from the
“small business exemption,” but the re-
tailer has been picked arbitrarily by the
CLC to absorb the increasing costs to ob-
tain crude oil, much of which is being
imported at prices much higher than do-
mestic prices.

The CLC's final regulations allow a re-
tailer to add his markup on January 10,
1973, to his August 1, 1973, costs. Thus no
passthrough of cost increases since Au-
gust 1, 1973, are being allowed even
though the wholesale price paid by the
retailer has risen in many cases.

Retailers are being choked to death
by the CLC. The retailers are up in arms
and thousands plan to shut down in pro-
test this weekend—and this could be
catastrophic to many consumers.

Many stations simply cannot afford to
stay open. They cannot operate on a
so-called “guaranteed T-cent minimum
margin” that has been eroded by cost
increases incurred after August 1, 1973.

Price increases for petroleum products
are inevitable because of the high prices
of the world market—much higher than
domestic prices. It is not fair to make
the retailer pay for these increased costs,
especially to the independent retailer,
whether he owns a branded station or an
unbranded station, because he is an im-
portant part of our national fuel dis-
tribution system and fosters competition
within the marketing segment of the pe-
troleum industry. Not only has the re-
tailer been discriminated against because
he has been excluded from the small
business exemption granted to all other
industries, but he also is clearly dis-
criminated against by being the only seg-
ment of the petroleum industry not al-
lowed to pass on costs.

I have written Secretary of Treasury
George Shultz; the Director of the Presi-
dent’s Energy Policy Office, John Love;
the President’s Domestic Adviser, Melvin
Laird; Cost of Living Council Director,
John Dunlop; and all the other members
of the Cost of Living Council, to protest
this unjustified discrimination toward
the retailer of gasoline and other fuels.

My sincere hope is that the Cost of
Living Council will act promptly to
change the phase IV regulations and
alleviate this unjust situation.

OMISSION OF THE WORD “POLIT-
ICAL” IN THE GENOCIDE CON-
VENTION

Mr, PROXMIRE, Mr. President, a

number of persons have written to me
about the omission of the word “polit-
ical” from the definition of those groups

covered by the Genocide Convention.
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This is a legitimate concern, because
people have been killed on a large scale
in some parts of the world because of
their political views. Is the omission of
political genocide from the list of crimes
the Genocide Convention seeks to pre-
vent and punish a good reason for the
United States to refuse to ratify the
treaty?

On March 10, 1971, Arthur Goldberg
addressed this question while testifying
before a subcommittee of the Senate
Foreign Relations Committee in support
of the Genocide Convention. I think that
his remarks will be helpful to everyone
who is concerned about this issue:
TESTIMONY OF ARTHUR J. GOLDBERG ON BE-

HALF OF THE Ap Hoc COMMITTEE ON HUMAN

RIGHTS AND GENOCIDE TREATIES

The real question 1Is, should political
groups have been included? Well, if I had
been the negotiator of that treaty I would
have struggled with might and main to put
it in. Our Constitution, which has been given
new vitality, and I hope it holds, in recent
years, protects political dissenters, buf in
negotiating a treaty, as I discovered in my
own experience, the perfect is never the
enemy of the good. I presume—I did not
negotiate it so I can only presume—that what
happened was that faced with an objection
to the word “political” a compromise was
made, and a settlement was made on the
basis, let us cover as much as we can even
if we cannot cover everything, and I pre-
sume that is why the word *“political” was
omitted from the treaty.

For myself, I would have welcomed the in-
clusion of the word “political” because it
ought to be included. People are being killed
on a large scale in some parts of the world
because of their political views. I need not
burden the record of this committee; the
Benators and the full Committee know full
well what is going on in the world, but,
nevertheless, we have a treaty which like all
treaties is not written by our prescription but
is negotiated, and as negotiated it reaches a
very important concern and that concern is
the mass extermination of people for thelir
racial, religious, and ethnical views. That is
what the treaty encompasses, and that is
already quite an achievement, even If it does
not cover everything.

Perhaps we can look forward to the days
when we can change the treaty. It does have
& provision which authorizes revision.

‘When I negotiated the space treaty or help-
ed negotiate the nonproliferation treaty, as
I remember full well, as I discussed both be-
fore this full committee, there were questions
raised as to why we did not go beyond what
we did. The answer is very simple.

If we had gone beyond it, we would have
had no treaty. Therefore, we settled for the
best treaty possible.

I take it we stand somewhat like this,
Here we have a treaty. It is not perfect. It
could have been made a lot better. It is a
negotiated document. In my experience in
negotiations, negotiated documents, domestic
or foreign, are rarely perfect. You agree, and
you agree on these compromises. We agree
on the compromise. The test ought to be,
does the compromise imperil anything
sacred to us, and I say to this committee the
answer is no, it does not imperil anything
sacred to us,

Mr. President, I agree with Mr. Gold-
berg that the Genocide Convention, while
not perfect, imperils nothing which is

sacred to the American people. At the
same time it guarantees and embodies a
deep concern which we do hold dear, the
right to life for all peoples.

Mr. President, I urge the Senate to
ratify the Genocide Convention without
further delay.
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EXPORT TO JAPAN TRADE FAIR

Mr. PERCY. Mr, President, on No-
vember 6, 7, and 8 this fall an Export to
Japan Trade Fair will be held in Chi-
cago under the sponsorship of the Chi-
cago Association of Commerce and In-
dustry. The main purpose of the fair is
to encourage increased exports to Japan
and to contribute to the betterment of
United States-Japan relations.

United States firms will be exhibiting
products of export potential to Japan
and major Japanese business organiza-
tions will be bringing buyers to the fair.

Mr. President, it is increasingly im-
portant for the United States to have
better and stronger economic ties with
Japan. As the country with the world’s
third largest GNP, Japan is increasingly
a world economic power. A more specific
aim of the fair is to encourage increased
U.S. exports to Japan in hopes of re-
ducing the balance-of-trade deficit the
United States has with Japan.

Mr. President, I commend all the spon-
soring and participating organizations in
this effort and hope the fair will be most
successful.

PRODUCERS, NOT CONSUMERS, ARE
KEY TO HOME HEATING OIL
SHORTAGE

Mr. RIBICOFF. Mr. President, the
Nation is confused and alarmed over the
threatened critical shortage of home
heating oil this winter. Contradictory
statements and lack of decisive action by
the administration have clouded the sit-
uation with uncertainty. As a result, we
are threatened with a totally unnecessary
situation in which independent operators
will be forced out of business and the
Northeast, at least, will suffer shortages
of heating oil.

It is frankly impossible to comprehend
the administration’s position. Less than
a month ago, Gov. John A. Love, Director
of the President’s Energy Policy Office,
explained to a group of oil industry rep-
resentatives that he had decided not to
implement a mandatory fuel allocation
system “primarily because I did not be-
lieve the current supply situation war-
ranted that degree of Government inter-
vention.” That decision was made
August 9.

Then, last Thursday, September 6,
Governor Love called a press conference
to warn that the supply situation is going
to be so tight that he was drafting a
plan for rationing the heating oil that
could be burned this winter by individual
consumers, even in private homes.

To confuse matters the more, President
Nixon announced over the weekend, after
meeting with his energy advisers, that we
are not faced with a crisis after all. It is,
rather, a “short-term problem” that can
be met by easing emission standards and
permitting the burning of imported,
high-sulfur heating oil—at a projected
higher cost of 2 cents a gallon—which
big oil can incur by buying the more ex-
pensive fuel from overseas affiliates, and
then pass the additional cost on to the
American homeowner.

Is the administration’s energy plan-
ning and evaluation capability so con-
fused that the heating oil supply is
viewed one month as not being severe
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enough to warrant even a mandatory
allocation program, and then is viewed
the next month as being so severe that
nothing less than rationing will do, and
now is seen as a short-term pollution
problem?

Mr. President, what this situation
needs is facts. I have just completed a
survey—conducted by my Subcommittee
on Reorganization, Research and Inter-
national Organizations—which voids ad-
ministration warnings of a critically
tight supply of heating oil. The results
clearly show that there is no critical
shortage among companies which pro-
duce home heating oil; only among the
independent operators who have to dis-
tribute most of it. Furthermore, there is
now on hand or available enough heating
oil to get us through the winter along the
east coast, which includes 65 percent of
the Nation’s heating-oil consumers, if—
and this is a big “if"—it is well managed
by Government-policed mandatory al-
locations to assure fair distribution to
independent terminal operators and sup-
pliers. Such a mandatory system would
also assure that the higher price and
sulfur content of imported oil would be
distributed fairly across the country,
rather than concentrated in the North-
east, which would be the case if the bur-
den of importing oil fell mainly on the
independents.

The subcommittee sent questionnaires
to all 32 oil companies producing No. 2
fuel oil for the east coast. Question-
naires were returned after 2 months by
30 of the 32 companies, including all the
major producers. The companies were
asked how much fuel the producers have
in their storage tanks—and how much of
it they have agreed to sell to independ-
ents—by the first day of the home heat-
ing season, October 1.

I am today releasing the results of
my survey which throw into serious
question the administration’s claim of a
shortage so critical that only sharp cut-
backs in consumption—not tougher con-
trol of supply—can cope with it.

Figures supplied by the oil companies
themselves show that on October 1, their
oil storage tanks along the east coast
will be filled to 82 percent of capacity
with 79.4 million barrels of No. 2 fuel.
This is 14 percent more than the 69.5
million barrels in storage exactly 1 year
ago. This year's October 1 supply is just
shy of the 79.6 million barrels that were
on hand at the same time 2 years ago.
So, the major producers are better off
this year than last.

What is different is the situation of
the independent operators who supply
heating oil to 40 percent of the whole-
sale customers and 90 percent of the re-
tail customers in New England, where
winter strikes the hardest along the east
coast. Furthermore, a supply of 70 to 80
percent of capacity on October 1 is con-
sidered by the independent operators to
be the margin of safety they need to
meet peak winter-demand needs. How-
ever, the independent operators have
been allocated so little heating oil by
these producers that their storage tanks
are only 25 percent full with 3.9 million
barrels. A year ago, the independents
had almost twice as much in storage—
7.0 million barrels—and slightly more in
1971—T7.4 million barrels—according to
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figures supplied by the 16-member Inde-
pendent Fuel Terminal Operators Asso-
ciation and major nonaffiliated opera-
tors.

Comparative heating oil inventories
for producers and independent operators
on October 1 over the past 3 years follow:

EasT CoasT—District 1—HEATING OIL
INVENTORIES

79, 630, 221
69, 513, 797
October 1973 (projected) 79, 439, 400
INDEPENDENT OPERATORS
October 1971
October 1972
October 1973 (projected)

My survey makes clear that the prob-
lem is not an acute, aggregate shortage
of heating oil along the east coast, but
rather a failure by big oil to adequately
supply the independents.

Mr. President, the Independent Fuel
Terminal Operators Association recently
has prepared two papers on the heating
oil supply problem—one a memorandum
to Governor Love urging immediate im-
plementation of a mandatory allocation
system, the other a background memo-
randum on the factors that make such
action necessary.

The association, in its memorandum
to Governor Love, stated the problem
suceinetly:

If our distribution systems are not fully
supplied, the millions of homeowners who
rely on us for heating oil will go cold.

I ask unanimous consent that these
two documents be printed in the REcorp
at the conclusion of my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

[See exhibit 1.]

Mr. RIBICOFF. Mr. President, my sur-
vey, according to data supplied by the
oil producers themselves, revealed a clear
pattern of most independent producers
facing sharp cutbacks, cutoffs or delay of
No. 2 fuel shipments from producers
since June, when last year's contracts ex-
pired. One major producer was late in
providing this information to the sub-
committee, and I have delayed releasing
our detailed results on this problem until
it 1s submitted. I hope to have this data,
showing the specific supply status of the
independents, by tomorrow, when Gov-
ernor Love testifies before my subcom-
mittee on the allocation situation.

The east coast independent operators
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experienced a record deficit of 3.1 million
barrels of No. 2 fuel compared with what
they had in their storage tanks on Oc-
tober 1 of last year. By contrast, the pro-
ducers in the past 4 months have filled
their tanks with 3 million barrels more
than they did over the same period last
year. This 3 million barrels was part of a
record “summer fill" by oil producers
along the east coast. Perhaps signifi-
cantly, the producers’ 3 million barrel
surplus is almost exactly the 3.1 million
barrel deficit of the independents. Had
the 3 million barrels been allocated vol-
untarily rather than hoarded by the
producers, the independent operators and
their customers would at least be where
they were last year at the onset of cold
weather.

A 3-million barrel allocation to the in-
dependents still would have left the
producers with 7 million barrels, or 10
percent, more in their tanks than they
had last year on October 1. This would
have provided the producers the neces-
sary cushion to offset a projected increase
in heating-oil demand of 6 to 10 percent
over last year.

This allocation of 3 million barrels is
precisely what the oil producers should
have done under the voluntary system
which the administration tells us has
been in effect, and working, to assure fair
distribution of the available supply.

If the voluntary allocation system is
working, as the administration insists,
why cannot major independent operat-
ors in my own State of Connecticut and
throughout New England get even a sub-
stantial fraction of the heating oil
needed to assure an ample supply for
the homes, schools, stores, factories, and
hospitals among their customers?

If the results of my survey show any-
thing, it is that the administration’s
voluntary fuel allocation program is a
failure and that it must be replaced by a
mandatory system. But this the adminis-
tration still refuses to do.

Why does not the President exercise
his authority under the Economic Stabili-
zation Act to make heating-fuel alloca-
tions mandatory?

Perhaps the administration really can-
not make up its mind on what the heat-
ing-oil problem is, much less on how to
deal with it, and thereby generates un-
certainty and delay that benefit big oil
and imperil the independent operators
and their customers.

Or does the refusal to impose manda-

NO. 2 FUEL OIL INVENTORIES
[Net, in barrels]
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tory allocations represent a Govern-
ment-sanctioned effort by the producers
to squeeze the independent operators out
of existence, reducing competition, even
if it means freezing out the 90 percent of
New Englanders who buy their heating
oil from independents?

If the administration has not hesitated
to exercise authority under the Economic
Stabilization Act to assure natural gas
and propane supplies to homeowners on
a first-priority basis, why, then, does it
speak icily of possible rationing of home
heating oil?

Is big oil playing Russian roulette with
our home heating supply, and is the ad-
ministration spinning the wheel?

I intend to raise these issues tomor-
row when Governor Love and represen-
tatives of the Independent Fuel Opera-
tors Association appear before my sub-
committee to discuss the problem as part
of our hearings on the bill, 8. 2135, to
establish a Department of Energy and
Natural Resources.

I think the solution will be found in &
mandatory system utilizing our own do-
mestic reserves and hemispheric sources
to the fullest, with assistance from over-
seas outlets, as necessary, to meet peak
demand of a cold winter.

The time to take off the gloves is now
before we have to begin wearing them
indoors. The administration must switch
to a mandatory allocation system. Other
Senators and myself have written to the
President requesting it. The Senate has
twice passed a bill to reguire such a sys-
tem, but the House has yet to act. Such
a bill, however, is unnecessary if the
President acts.

I urge him to do so before the Nation
is left out in the cold.

Exseir 1
MEMORANDUM ! SvPPLY PrOBLEMS—EAST
CoAsT INDEPENDENT DEEPWATER TERMINAL
OreraTORS, REPORT No. 4
September 7, 1973.
Gov. JouN A. Love,
Director, Energy Policy Office:

On July 6, August 8, and August 21 in re-
Eponse to the request of the Energy Policy
Office, the Independent Fuel Terminal Op-
erators Assoclation submitted reports of in-
ventory levels during July and August.! In
accordance with our desire to keep the Fed-
eral Government fully informed, the Asso-
clation submits herewith a report of current
inventories and supply problems.

1. INVENTORIES, SEPTEMBER 1

Our current inventories of home heating

oil are as follows:

Aug. 15, 1973

Desired stock
level, Oct. 11

Total storage

Sepl. 1, 1973 capacity

PP

New England (7 Vs
New York City area (6 companies)

Total, Northeast (13 panies) - =

1, 290, 000
600, 000

4, 5590, 000

3 860,000 6, 550, 000

2,045, 000
760, 000 5, 520, 000

1, 890, 000

2, 805, 000 B, 450, 000 12,070, 000

1 70 percent of total capacity. This is a conservative requirement; if tanks were filled to 80 percent of capacity, a grealer margin of safety could be provided to meel peak demand needs.

2. FUEL SHORTAGE

It is clear from these inventory figures that
the stocks of independent deepwater termi-
nal operators in the Northeast are not
building to levels sufficient to meet next
Winter's demands. Particularly disturbing are
stocks in the New York City area, which have
remained at very low levels throughout the
summer,

has taken place, and we approach the start of
the heating season In an alarming position.
Unless our sto tanks are filled to at
The figures provide further confirmation of
the fact that this year the “summer fill"?

1The Association is composed of 16 com-
panies who operate deepwater oil terminals
along the East Coast from Maine to Florida.

None is affiliated with a major oil company.
Members market No. 2 fuel (home heating)
oil, No. 6 (residual) fuel oil and gascline at
the wholesale and retail level. Members of
our Association market at wholesale nearly
25% of the No. 2 fuel oil consumed in Dis-
trict I (the East Coast from Maine to Flor-
ida) and 40% of the No. 2 fuel oil consumed
in New England. A list of members and more
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least 709 of capacity by October 1, a fuel
oil shortage will almost surely occur in the
areas we serve.

3. MANDATORY ALLOCATION PROGRAM

In order to reach T0% of capacity more
than 5.5 million barrels of No. 2 fuel oil must
be moved into independent storage in the
Northeast over the next month—a build-up
of nearly 1.5 million barrels per week.

This will not take place unless you move
immediately to institute—and make effec-
tive—a mandatory allocation program which
will require domestic refiners and their for-
eign afliliates to deliver No. 2 fuel oil to in-
dependents.

The voluntary allocation program has been
a fallure. The alarming inventory levels and
supply prospects outlined herein offer ample
proof of this fact. Few refiners have coop-
erated with the voluntary program; most
have, despite encouraging public statements,
simply refused to comply. Most of the re-
finer-supplies who have provided oil to the
members of our Assoclation on an annual
basis over the past 5 to 15 years have refused
to maintain their supply contracts or delivery
levels. No deliveries are scheduled or prom-
ised from these suppliers over the next few
weeks, much less the next year.

4. INDIVIDUAL COMPANY PROBLEMS

At your request, the members of our As-
sociation recently submitted to you analyses
of their specific supply problems.

Since the date of submission of this data,
attempts have been made to encourage do-
mestic suppliers who provided No. 2 fuel oil
to independent deepwater terminal operators
during 1972-73 to deliver the same quanti-
ties during 1973-74. Despite your efforts,
which we appreciate, there has been no
change of position on the part of any do-
mestic refiners. Those who were willing to
provide product prior to mid-August are
still willing to supply the product. Those
who have cut off or sharply reduced deliveries
to independent deepwater terminal operators
continue to refuse to restore or increase those
deliveries.

In brief, the failure of the refiners to co-
operate with your efforts offers strong evi-
dence of the need for a mandatory allocation
program to assure adequate supplies for the
independent sector of the market and the
consumers they serve.

5. ESSENTIAL ROLE OF INDEPENDENTS

As we have indicated, independent deep-
water terminal operators handle 259% of the
heating oil volume along the East Coast—and
40% of the volume in New England. We move
that oil through a massive and expensive
distribution system, involving docks, storage
tanks, pipelines, inland storage facilities, and
fleets of trucks.

There is no substitute for this system; it
cannot be magically replaced on short notice
by the major oil companies or by Government
order. Simply stated: over the next heating
season we will perform an essential function
which no one else can. And, if our distribu-
tion systems are mot fully supplied, the mil-
lions of homeowners who rely on us for heat-
ing fuel will go cold.

Thus, unless you act immediately, it may
be too late. Unless refiners are required to
move substantial quantities of No. 2 fuel oil
into the independent distribution and stor-
age system over the next month and subse-
quent months, no amount of emergency ac-
tion by you next fall or winter—including
rationing—will avold a serious shortage.

A year ago, the Federal Government, de-
spite our repeated warnings, assured the pub-
lic that No. 2 fuel oil supplies were ample

detailed description of the Association is en-
closed (Attachment A.)

2This is the process which In past years
has raised inventories to near capacity levels
bejfore the onset of cold weather.
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and there was no cause for concern. This
projection was acknowledged to be wrong by
early December; at that time some emer-
gency steps were ordered, but it was only
the arrival of unseasonably warm weather
in January that prevented a major national
catastrophe. Unfortunately, the failure of the
Federal Government to recognize the danger
and act in time did cause severe heating oll
shortages in many areas last winter,

A crisis can be avoided this winter—if
prompt, effective action is taken,

ArRTHUR T. SOULE,
President, Independent Fuel Terminal
Operators Assoctation.
MEeEMBERS: INDEPENDENT FUEL TERMINAL
OPERATORS ASSOCIATION

Belcher Oil Company, Miami, Florida.

Burns Brothers Preferred, Inc., Brooklyn,
New York.

Cirillo Brothers Terminal, Inc., Bronx, New
York,

Colonial Oll Industries, Inec., Savannah,
Georgia.

Deepwater Oil Terminal, Quincy, Massa-
chusetts.

Gibbs Oil Company, Revere, Massachusetts.

Meenan Oil Company, New York, New York,

Northeast Petroleum Corp., Chelsea, Mas-
sachusetts.

Northville Industries, Corp., Melville, New
York.

Fatchogue Oil Terminal Corp., Brooklyn,
New York.

Ross Terminal Corp., Bayonne, New Jersey.

Seaboard Enterprises, Inc., Boston, Massa-
chusetts,

Southland
Georgla.

C. H. Sprague & Son Company, Boston,
Massachusetts.

Webber Tanks, Inc., Bucksport. Maine.

Wyatt, Inc, New Haven, Connecticut.

The companies listed above own or control
terminals capable of receiving ocean-going
tankers; none is affiliated with a major oll
company. All are qualified to participate in
the No. 2 fuel oil program established under
Section 2(a)(1) of Presidential Proclama-
tion 3279, as amended, and Section 30 of the
Oil Import Regulation under which 50,000
b/d of home heating oil is presently being
imported into District I (the East Coast).
The members of the Association are inde-
pendent marketers of No. 2 fuel oil, No. 6
Tuel oil, gasoline and other petroleum prod-
ucts.

Members of the Association distribute 40%
of the No. 2 fuel oil consumed in New Eng-
land, and more than 20% of the No. 2 fuel
oll consumed along the East Coast (District
I). Metropolitan Petroleum Company (a sub-
sidiary of the Pittston Company), a nonmem-
ber, is an independent who markets an addi-
tional 3-49; in District I.

The independent share of the total East
Coast market for No. 2 fuel oil, at the termi-
nal level, Is approximately 259;; the remain-
ing 75% Is controlled by refiners.

Of the nation’s No, 2 fuel oll consumption
(for heating purposes), New England ac-
counts for 20%. New York, New Jersey and
Pennsylvania account for 35% and the re-
mainder of District I accounts for 10% . Thus
65% of the nation's No. 2 fuel oil is con-
sumed in Distriet I.

MANDATORY ALLOCATION PROGRAM AND IN-

CREASED SuUPPLIES oF HomeE HEATING OIL

In recent weeks, Federal energy policy
officials have stated that “allocation
schemes . . . do not increase supply.”

That is not correct.

Given the current state of the domestic
and foreign markets and the Phase IV price
regulations, a mandatory allocation program
will:

Increase the supply of No. 2 fuel ofil avall-
able to U, 8. consumers.

Reduce the price of that product in the
Northeastern states.

Oil Company, Savannah,
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The impact of a mandatory allocation pro-
gram would be as follows:

INCREASED SUPPLY

Domestic refiners are currently planning to
supply most of their domestic demand from
their domestic refineries.

Independent terminal operators and other
independent marketers are, as a consequence,
apparently expected to purchase the major
portion of their requirements from foreign
sources.

These independents do not have extensive
overseas organizations, foreign refineries,
foreign crude oil production, foreign tanker
fleets or vast financial resources. Since they
are not integrated internationally, they do
not have preferential access to foreign crude
oil and refined product production of their
own affiliates, as do the majors. Thus, unless
there is a mandatory program the independ-
ents will be able to buy less oil than the
majors, will be forced to pay higher prices,
and will face a severe supply gap caused by
the short-fall in domestic deliverles.

If there is a mandatory program, domestic
refiners will be required to provide a sub-
stantial portion of their domestic production
to independent marketers to fill this gap.
As a result, a supply gap may be created in
their own systems; in order to fill this gap
the refiners will have to enter the world
market to purchase additional supplies.

However, because of their greater buying
power and access to overseas supplies (in
large measure from their own overseas affil-
iates) the refiners will surely be able to
purchase and import the quantities of No. 2
fuel oil required to meet the demands of their
own systems and the demands of independ-
ents they must supply under the allocation
system. In fact, there are strong indications
that the major international refiners are
presently buying and storing substantial
quantities of No. 2 fuel oll (gasoil) that they
could, if required, ship to the U. 8. market.

In helping to meet total U.S. No. 2 fuel
oil needs these majors may not enjoy an
optimum economic return, but their per-
formance in dealing with the supply disrup-
tion caused by the 1967 Suez crisis demon-
strates that—If they are forced to do so—
the majors can exercise enormous flexibility
and ingenuity in meeting supply problems
through their world-wide operations. And
while it may not be the optimum, they will
make a substantial profit on sales to the U.S.

In sum, the allocation system will force
the importation of additional quantities of
No. 2 fuel oil—by those companies who have
control of supplies and are in the best posl-
tion to do the importing—and thus increase
total supply available to U.S. consumers.

LOWER PRICES

As indicated, under current conditions—
without a mandatory system—independent
deepwater terminal operators and other in-
dependent marketers are apparently expect-
ed to bear the burden of importing substan-
tially more No. 2 fuel from foreign sources
than in past year.

Under the new Cost of Living Council rules,
the importer may average the cost of these
high priced imports over his entire inventory.
However, most independents handle smaller
volumes and serve more limited market areas
than the major refiners.

Imported heating oil is currently much
more costly than domestic. Thus, as the pro-
portion and quantity of imports by inde-
pendents increases, the prices pald by their
customers will rise sharply.

Since most imports will naturally flow into
the Northeastern states, customers of inde-
pendents in that area will be forced to bear
almost the entire burden of higher cost im-
ported No. 2 fuel oil. In effect, there will be
a two-price system within the TUnited
States—a high level for the Northeast and a
lower level for the remainder.

In contrast, as Indicated above, under a
mandatory allocation system, the proportion
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of imports by independents would be lower
than under current conditions; the imports
by refiners, higher

However, the refiners would be permitted,
under CLC regulations, to average the cost
of the imported heating oil and in doing so,
would spread the costs over a much larger
inventory base and in most cases, through-
out their national marketing system.

Thus, a mandatory allocation system would
eliminate the two-price system or, at the
least, sharply reduce the price differentials,
and provide substantially reduced costs for
consumers of fuel oil in the Northeastern
states.*

AMERICAN PEOPLE SUPPORT BAL-
ANCED BUDGET CONCEPT

Mr. HELMS. Mr. President, I desire
to place in the RECORD several newspaper
articles and editorials which are repre-
sentative of the kind of support that I
have seen throughout the country for the
principle of a balanced budget for the
Federal Government.

Earlier this year, Senator Byrp of
Virginia and I introduced S. 2215, the
Emergency Anti-Inflation Act, which
focuses upon large-scale deficit spend-
ing and a growing national debt as the
primary cause of inflation in our econ-
omy. This bill will require the Federal
Government to operate on a budget in
which no more is spent than is faken in.

It is encouraging for me to report to
the Senate that 16 Senators have joined
Senator Byrp and me as sponsors of this
bill: Senators BARTLETT, BELLMON, BROCK,
BuckLEY, CURTIS, DOMENICI, DOMINICK,
Fanwnin, GURNEY, GOLDWATER, HANSEN,
McCrure, Nunw, Scorr of Virginia,
THURMOND, and TALMADGE.

There is no question in my mind that
the American public is fully aware of the
terrible effect that inflation is having
upon our economy and our way of life in
this country. The businessman, the
farmer, the workingman, their families
and all retired Americans can no longer

afford to pay for this ever increasing

inflation.

I am convinced that people are tired
of being misled by promises that eco-
nomic controls and high interest rates
will reduce inflation. The American pub-
lic is too smart to be fooled by excuses.
Americans realize that the Government
is causing inflation through its deficit
spending and large public debt policy.
They also realize that the individuals
that were elected to represent them in
Congress and in the Presidency can re-
verse this trend if they are willing.

The way to do this is to start at the
beginning and eliminate inflation at its
source by balancing the Federal budget
and reducing our national debt. This
way, and only in this way, can we re-
store a stable value to the American
dollar and insure that our generation
and future generations will be able to
enjoy the high standards of living and
prosperity that the natural wealth of
this Nation has to offer.

* It should be noted that 60% of the na-
tion's heating oil is consumed in the North-

eastern states; and each 1 cent increase in
the price of heating oll costs the consumers
of New England an additional $50 million per
year, and the consumers of New York an ad-
ditional $50 million per year.
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Mr. President, I ask unanimous con-
sent that several newspaper articles and
editorials in this connection be printed
in the RECORD.

There being no objection, the news-
paper articles and editorials were or-
dered to be printed in the REcorp, as
follows:
|From the Cheyenne (Wyo.) State Tribune]

THE BEST ANTI-INFLATION DEAL YET

One of the unfortunate byproducts of
Watergate has been the loss of the President’s
clout in his battle to cut back on federal
spending. A Senate group which includes
Wyoming's Clif Hansen now has picked up
the cudgel.

A bill whose prime sponsor is Sen. Jesse
Helms, R-N.C., has been introduced to man-
datorily require a federal balanced budget
beginning with Fiscal Year 1875 which com-
mences next July 1.

‘The bill is properly titled “Emergency Anti-
Inflation Act of 1973,” and we say it is apt
because federal spending has more to do with
inflation in America today than any other
single factor.

“If we are serlous about controlling infla-
tion and eliminating the prospect of an in-
creasing national debt in the future,” says
Senator Helms, “then the Senate must face
up to the facts regarding deficit spending in
the last four years.”

During the past four years, the U.S. budg-
ets have run up a deficit of $100 billion, which
Helms calls “the primary stimulus for the
inflation which has seriously eroded the pur-
chasing power of the dollar both at home
and abroad.”

President Nixon has achieved partial suc-
cess In his struggle with the Democratic-
controlled Congress over exorbitant spend-
ing: but it has not been enough of a victory.

While most liberals in Congress pay lip
service to cutting back on federal spending,
they still vote their true sentiments by seek-
ing to increase the federal outlay in almost
every sector. This is the peculiar weakness of
Congress because while its members perhaps
understand the cause for inflation, as do
their constituents, every time a reduction is
made in a particular area which affects some
of their folks back home, the latter let out
a might yell of anguish and the senator or
congressman involved then makes an effort
to get the money restored. As a result, we are
unable to make any progress on cutting fed-
eral spending and as a result, inflatlon con-
tinues its ugly progress.

Bays Senator Helms: “We have heard a
good deal of rhetoric over the need to do
something about inflation and the need to
control and limit the national debt. Well,
here is an opportunity to take some action,
to face up to the danger that reckless federal
spending has presented to our nation’s eco-
nomic security and to protect against future
increases in the national debt.”

Wage and price controls will never stop
inflation, the North Carolinian points out,
“because these controls are not directed at
the cause of inflation. Not even Phase VI can
Btop inflation. There is no guestion that it
will be difficult for some senators to commit
themselves to a balanced federal budget, be-
cause such a budget will necessitate cutting
down substantially on federal expenditures.”

Helms says, however, that he is “firmly
convinced that an overwhelming majority of
the American people would rather see the
government spend less, thereby stopping this
inflation, than to see larger and larger federal
deficits being spent with money that infla-
tion has made practically worthless.”

Besides Senator Hansen from our own state
and Virginia's Harry F. Byrd Jr., who joined
initially with Helms in introducing the bil,
the other cosponsors are three Democrats,
Ernest Hollings, South Carolina, Sam Nunn,
Georgia, and Herman Talmadge, Georgia;
and 12 other Republicans. Among the latter
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are Barry Goldwater, Ariz,, Strom Thurmond,
B. C.; Dewey Bartlett, Okla.; Henry Bellmon,
Okla.; William Brock, Tenn., James Buckley,
N. ¥.; Carl Curtis, Neb., Peter Domenici,
New Mexico; Peter Dominick, Colo,; Paul
Fannin, Ariz.; and James A. McClure, Idaho.

That's not very many but it is a nucleus.
We remain to be shown that very many
others will join this effort, but it is a begin-
ning at least. It can put the rest of the
members of Congress, senators and congress-
men alike, on notice it's not enough to talk
about inflation; one has to do something
about it.

[From the Canton (Ohio) Repository]
BALANCING THE BUDGET

A bill introduced in the U.S. Senate shortly
before Congress recessed may well be the
focal point of another historic confrontation
between the legislative and judicial branches
of government.

Introduced by Sens. Jesse Helms, R-N.C.,
and Harry F. Byrd Jr., I-Va., the bill would
require the President to submit and the
Congress enact a balanced budget for the
fiscal year beginning July 1, 1974.

In the bill, the sponsors contend the cur-
rent fiscal policy by the federal government
has resulted in substantial borrowing from
both public and private sources and that the
“aggregate of such borrowing has resulted in
an exorbitant national debt totaling more
than $450 billion.”

Noting that the federal funds area of the
budget has run a deficit of some $100 billion
over the past four years, Sen. Helms said:

“If we are serious about controlling infla-
tion and eliminating the prospect of an in-
creasing national debt in the future, then
the Senate must face up to the facts regard-
ing deficit spending in the last four years,

"“Truly no senator can ignore the impact
that this $100 billion in deficit federal spend-
ing has had upon our economy. It has been
the primary stimulus for the inflation which
has seriously eroded the purchasing power of
the dollar both at home and abroad.”

Sen. Helms sees no quarrel developing with
President Nixon over the issue since the Pres-
ident has stated his goal is a balanced budget
for fiscal 1974.

There will be a problem or two, however.
First, Mr. Nixon may challenge the mandat-
ing of a balanced budget by Congress—an act
he could interpret as overstepping its au-
thority.

Second, he may resist the mandate on the
basis that too many financial forces have
been at play too long to produce a truly bhal-
anced budget in a short period of time.

Of course, neither the Senate nor the
House of Representatives has even voted on
the proposal yet. But its introduction and
the public interest in a balanced budget to
offset the present smothering infiation
promise to produce some lively debate in
coming months,

It is time the President, Congress and the
people of the nation study seriously the dis-
astrous implications of continued deficit
spending.

[From the Chattanooga News-Free Press|
A B To BACK

Taxpayers who are more than a little tired
of inflation-spurring, excessive spending by
the federal government are being offered
something they can shout for in the coming
months. It's the Helms-Byrd bill in the Sen-
ate calling for fiscal responsibility in federal
spending.

The bill, titled Emergency Anti-Inflation
Act of 1973, was introduced before the con-
gressional recess by Sen. Jesse Helms, R-N.C.,
and Sen. Harry F. Byrd Jr., Ind.-Va., and
within days, 16 other senators signed as co-
sponsors. Included in that group are Sen. Bill
Brock, R-Tenn., and both Sens, Sam Nunn
and Herman E. Talmadge, D-Ga.

In short, the bill requires the President to




29448

submit and the Congress to enact a balanced
budget for the fiscal year beginning July
1, 1974. Sen. Helms says the measure offers
“an opportunity to take some action, to face
up to the danger that reckless federal spend-
ing has presented to our nation’s economic
security and to protect against future in-
creases in the national debt.”

The senator points to the deficit spending
in just the last four years that has totaled
about 100 billion dollars. He said, “No sena-
tor can ignore the impact that this 100 bil-
lion dollars in deficit federal spending has
had upon our economy. It has been the pri-
mary stimulus for the inflation which has
seriously eroded the purchasing power of the
dollar both at home and abroad.”

It will be remembered that President
Richard Nixon, in his statement July 18 on
Phase 4 of wage-and-price controls, said, “I
propose that we should now take a balanced
budget as our goal for the present fiscal
year.” Sen. Helms has reported the President
has given him personal assurance of that
aim, adding, “The bill will readily pave the
way for the preparation of a balanced
budget. . ..

Getting both the President and the Con-
gress to agree on this much-desired goal
may be something else again. Sen. Helms is
aware, as are many inflation-weary citizens,
that some congressmen will find it difficult
to adjust to the idea of cutting down sub-
stantially on federal expenditures, because
far too many have pet projects.

But the goal is worthy, and here is a bill
taxpayers can get behind and write letters
about to Congress, if they really want to do
something about inflation at the key stop-
ping point—the big-spending federal govern-
ment.

|From the Goldboro (N.C.) News-Argus]

BarLancep U.S. Buncer MAY BE REAL
PoOSSIBILITY

Many must have scoffed the other day
when Senators Jesse Helms and Harry P.
Byrd, Jr., introduced a bill requiring the fed-
eral government to live within a balanced
budget beginning July, 1974.

No one doubts the sincerity of Senator
Helms and Senator Byrd.

But history has left most of us far too
cynical to pay much attention to talk about
balanced budgets.

‘We all may be in for a pleasant surprise.

Word around Washington is that it might
be possible to balance the budget this fiscal
year. Congress appears more conscious of the
pitfalls of deficit spending. Inflation, caused
largely by government overspending, has
reached unacceptable levels politically and
economically.

Ironically, this same inflation is contrib-
uting toward balancing the budget by pro-
ducing expected billions of extra dollars in
taxes.

Some research people are forecasting
budget surpluses in the years ahead.

The bill introduced by Senators Helms and
Byrd wouldn't rely on happenchance to real-
ize a balanced budget,

It would require the President to submit
a budget In which non-trust fund expendi-
tures do not exceed non-trust fund rev-
enues for each fiscal year.

It would prohibit the government from
spending more than it takes in during the
fiscal year.

There's nothing new In the Helms' ap-
proach to budget-balancing.

It's also an approach on which no one has
been able to improve.

[From the Louisburg (N.C.) Franklin Times]

BALANCED BUDGET ANSWER TO INFLATION

With the President almost scrambling try-
ing to figure out ways to curb inflation, with
controls on prices and all the other Phases
of the Fresident's program for Economic
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Stabilization we wonder why no one thought
of a balanced budget before.

Senator Jesse Helms and Senator Harry P.
Byrd of Virginia have introduced a bill that
would require the government to balance its
budget beginning with the 1974 fiscal year.

The bill probably stands little chance of
passing; but, is one that should be seriously
considered.

As Senator Helms has pointed out “controls
on prices and wages will not stop inflation
because it is not directed at the cause of the
inflation.”

He sald . . . I am firmly convinced that
an overwhelming majority of the American
people would rather see the Government
spend less, thereby stopping this inflation,
than to see larger and larger Federal deficits
being spent with money that inflation has
made practically worthless.”

Certainly, anyone will admit that inflation
is the most pressing problem with the Ameri-
can public today. It is the one problem that
affects them most closely and most often.

Everyone agrees that some drastic meas-
ures, a balanced budget, which would be over
what has been being spent running upwards
to a $450 Billion Federal debt, would be a
drastic change. But one would hope that our
legislators will have the courage to be willing
for the sake of the people who put them in
office, to come up with some drastic measures
to halt inflation.

The time has come for our congress to
stop playing politics and staging television
shows and get down to the serious business
of trying to solve the grave problems facing
our country.

We are in a time of crisis. People have be-
come rather complacent about things that go
on in government over the years but the time
is lost forever when we as American citizens
can afford to be complacent,

This is not to sound like giving up on our
system of government or our government
itself. This country has faced many crises be-
fore and has weathered them. But if we don't
realistically face up to this one now, it is
going to be some hard times ahead for the
American public.

Benators Helms and Byrd should be com-
mended for the bill and hopefully it will be
looked at for what it can mean to the John
Q. Public, After all who is the real govern-
ment and country?

[From the Henderson (N.C.) Dally Dispatch]
It Cavw BE DoNE

If enough people want to enough, the Fed-
eral budget can be balanced. It can be done
without any higher taxes. It can be done
without sacrificing any vital Federal Service.
What's more, it can be done in the next
budget (the current one is too far gone).

Preposterous, you say? Certainly not. It is
only a matter of sound financing, something
which Washington has not been accustomed
to in a generation, except for a very few
years.

Senator Helms has introduced a bill in the
Senate which would require that the govern-
ment spend no more than it takes in for any
one fiscal year. The senator has challenged a
colossal problem. It's colossal because Con-
gress and the administration have allowed it
to become that. Between the two branches
of government, fiscal sanity can be restored
to the Federal establishment.

A gentleman from the Washington scene
was in the office the other day. He sald there
is a growing consciousness on Capitol Hill
that the ridiculous habit of deficit and bor-
rowling year after year must be ended. That's
one of the most encouraging reports we have
heard from the seat of power in many a day.
The wonder is as to whether the honorables
will follow through or ignore the dictates of
consclence.

One hopeful sign is that more and more
Americans are becoming fed up and dis-
gusted with fiscal frresponsibility in the
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house of the mighty. If there shall be enough
of that, those in control will sense the threat
to their politieal future and will act accord-
ingly and sensibly.

Trouble now and all along has been and is
that citizens generally are too callous and
indifferent about affairs of their government.
When and if they are sufficiently concerned,
results will be had. The dollar will strength-
en abroad, foreign trade can be balanced,
people will have greater confidence in Con-
gress and the administration, and the na-
tion will have made a new start toward
monetary integrity.

The Helms proposal is proper. It is long
overdue. But it will be a steep hill to climb.
There will be obstacles to overcome, The
ascent is possible and the obstacles can be
tossed aside. Where there is a will there is
a way. It is a question of whether there is
enough will among those who can accomp-
lish these objectives. It is possible, One won-
ders if it is probable.

[From the Dunn (N.C.) Daily Record]
SEVENTEEN SENATORS SurPoRT HELMS BILL

WasHINGTON.—Seventeen Senators have
joined as cosponsors of a bill by North Caro-
lina Senator Jesse Helms which will require
a balanced federal budget. Senator Harry
Byrd (I-Va.) jolned Helms initially in intro-
ducing the Helms-Byrd measure,

The bill requires the President to submit
and the Congress to enact a balanced budget
for the fiscal year beginning July 1, 1974.

Included among the cosponsors are Sen-
ators Dewey Bartlett (Rp. Okla.), Henry
Bellmon (E-Okla.), Bill Brock (R-Tenn.),
James L. Buckley (CR-N.Y.), Carl T. Curtis
(R-Nebr.), Pete V. Domenici (R-N. Mex.),
Peter H. Dominick (R-Colo.), and Paul J.
Fanning (R-Ariz.).

Also listed as cosponsors are Senators Barry
Goldwater (R—Ariz.), Clifford P, Hansen (R-
Wyo.), Ernest F. Hollings {D-8.C.), James A.
McClure (R-Ida.), Sam Nunn (D-Ga.), Wil-
liam L. SBcott (R-Va.), Herman E. Talmadge
(D-Ga.), and Strom Thurmond (R-S.C.).

“I am extremely pleased to have this
group of distinguished Senators join me In
this effort,” Helms said. “I am convinced
this bill is a first step toward eliminating
infiation and building a firm foundation for
& stable economy in this country.”

“It is time we face up to the danger of
continued reckless spending by the Federal
government and the threat it poses to our
economic security,” Helms continued. “Con-
trols will never stop inflation because they
are not directed at the cause of inflation.

“I know it is difficult for some Senators
to commit themselves to a balanced budget
because such actions will necessitate cutting
Federal expenditures. I am happy to see so
many of my colleagues willing to come for-
ward in support of the Helms-Byrd bill,”

A MESSAGE FOR PARENTS EVERY-
WHERE—PLEASE READ

Mr. McINTYRE. Mr. President, earlier
this summer two young men died in a
mountain climbing accident in New
Hampshire. The story of the accident,
illustrated by a dramatic photograph,
was widely publicized, which might well
raise the guestion of why I, a Senator
from New Hampshire, would want to call
renewed attention to a tragedy that took
place in his native State.

I do so, Mr. President, because of a
column that appeared in the August 24
issue of the Baltimore Sun, a column
written by Edgar L. Jones. Mr. Jones was
the father of Dana Jones, 28, one of the
victims of the climbing accident, and this
column—a letter to his daughter in India
about her brother's death—was so mov-
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ing, and said so many truths our gener-
ation must heed, that I want to share it
with my colleagues and with all who
read the CONGRESSIONAL RECORD.

I will make no effort to capture Mr.
Jones’ eloquence in my own words. That
would be futile and presumptuous. But
simply to indicate why I believe that
every parent who has felt the trying
pangs of the generation gap should read
this column, let me quote at some length
from the text I intend to put into the
RECORD:

On his son:

He had found a kind of peace and inner
strength in the mountains. He had found as
well a fellowship with young people who had
many of the same values and respect for the
out of doors . . . I wrote to you of these
things because, as you know, when he left
with you three years ago in a long eastward
quest for inner peace, he did so as a rejec-
tion of what he considered to be the prevail-
ing American value system. He rejected not
only the superpower and war mentality but
the culture that revolves around status and
possessions . . . While he did not reject his
parents—Dana was too imbued with family
love for that—he did believe, I know, that we
were too conditioned by our own place in the
American system to comprehend, as he would
have liked us to comprehend, what was on
his mind. He felt a barrier between us . . .
But Mother and I know that somehow he
managed to work it out in the mountains.
He was never happier than in the past year.
Between our vacation trips to New Hamp-
shire and his several trips to Baltimore, we
saw quite a bit of him, and he had developed
an easy, comfortable relationship with us.
He was, let’s be honest about it, still of a rest-
less, questing nature and was not at all cer-
tain what he would do in life. But he had
definitely found his bearings.

On the accident:

There are many worse ways to lose a loved
one than when he is doing what he really
liked to do. We are mercifully free of the
anger we might have felt if he had been
killed in an ugly war; or the hate we might
have known if he had been knocked from
his bicycle by a careless motorist, or the self-
reproach that might have been ours if he
had died, say, of an overdose or a drinking
habit. Other parents have suffered and will
at other unfortunate times come to know
more burdensome tragedies than this one.

On his son’s friends who came to the
funeral:

These were friends with whom Dana had
worked and climbed . . . They kept coming
in, some from scattered places, first an early
few, then a dozen, a. score, two Sscore—we
didn't try to count. They were Dana's age,
your age, and even some younger, long-
haired, bearded, blue-jeaned; the young peo-
ple who out on the highways are lumped as
hippy types. My thought, what honesty and
openness of emotions, what sensitivity, what
love and what a sense of responsibility! . ..
It occurred to me that young people like
yourself and Dana'’s friends who have been
referred to scornfully as flower children have
been closer to pure Christianity than most
organized churches have been in a thousand
years.

On the parents of these young men
and women:

I know just as clearly as I know some of
my own previous thoughts that they have
parents who worry that they are wasting
their time and will never amount to any-
thing unless they return home and get good
Jobs. They are indeed, many of them, work-
ing at the most lowly of occupations in order
to support themselves in an environment
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they find congenial and compatible with
their values. But, what communion of spirit
they have; what unstinting love and respect

. for one another; what purity of emotions and

maturity. I wish it were possible to reach
out to each of their parents and say from
the heart, stop worrying that they may never
become somebodies. They already are some-
bodies; beautiful individuals, and they gave
us so much of a part of Dana we had never
known and so much of themselves that we
came away enriched rather than bereaved.

Mr. President, near the close of Mr,
Jones' moving column he challenges
John Donne’s contention that every
man’s death diminishes the lives of those
who survive.

He writes,

Under our own, perhaps special circum-
stances, John Donne was basically wrong.
One young man's death did not diminish
the lives of those who knew him but, instead,
brought a heightened love and a new found
inner strength to all those around him.

The letter to Mr. Jones’ daughter
which makes up his August 24 column,
closes on this note:

As a postscript may I add that while this
is your letter, written solely and expressly
for you, there is a substantial portion which
I wish to offer to a wider audience in the hope
that it may in some way further an under-
standing between other parents and their
children.

Mr. President, it is with that same hope
that I now ask unanimous consent to
have the full text of Mr. Jones’ column
printed in the REcorp:

There being no objection, the article
was ordered to be printed in the REcorp,
as follows:

[From the Baltimore Evening Sun,
Aug. 24, 1973]
THE HARDEST LETTER—MADE EASIER BY LOVE
(By Edgar L. Jones)

Dear Barbie:

The most difficult thing I ever had to do,
worse than I can bear now to think about,
was to send such a terse, impersonal message
to you in far-off India that your brother
Dana had been killed in a mountain climb-
ing accident. Even though you may by now
be so deeply into yoga and meditation that
you can accept death with more spiritual un-
derstanding than your mother and I can,
nevertheless it must have been a terrible
shock for you, made worse by the long wait
for details and the many miles between us.

The last time you saw Dana, almost exactly
two years ago when he was so ill in Afghani-
stan that he had to leave your small group
and fly home, he was incredibly thin and
weak—to us almost a ghost of his old self. I
don't know if you are fully aware of the
extent to which he rebuilt himself physically
with a strenuous regime of exercises and the
vegetarian dietary principles you both follow.
By the time he left for the New Hampshire
mountains he was already in good physical
shape.

After he started working for the Appalach-
fan Mountain Club and doing extensive
climbing up those long trails to the peaks
of the White Mountains, he broadened in
the shoulders and thickened in the legs un-
til, when next we saw him, he looked in-
credibly healthy to us. More important, he
radiated a new happiness and a satisfaction
with life. He had found a kind of peace and
inner strength in the mountains. He had
found as well a fellowship with young people
who had many of the same values and re-
spect for the cut-of-doors. And in time he
found, as surely I have written previously, a
beautifully tender love in and through Mi-
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chele. We wish you could have known her
and seen them together.

I write to you of these things because as
you well know, when he left with you three
years ago in a long eastward quest for inner
peace, he did so as a rejection of what he
considered to be the prevailing American
value system. He rejected not only the su-
perpower and war mentality but the culture
that revolves around status and possessions.
He resented that in this country @ person
had to be somebody to be accounted as worth
anything. While he did not reject his par-
ents—Dana was too imbued with family love
for that—he did believe, I know, that we
were too conditioned by our own place in
the American system to comprehend, as he
would have liked us to comprehend, what
was on his mind. He felt a barrier between
us.

I am sure you know better than we do,
Barbie, how devastating it must have been
for him to have been stricken in Afghanistan
while following the pull of yoga and medita-
tion which drew you onward to the peace
and security of an ashram in a distant cor-
ner of India. He was thrown back on his
family, weak and dependent, and through
the long months before he was able to set
off on his own again, he was obvlously strug-
gling with conflicting values and a sense of
not getting through to us and the world at
large. But Mother and I know that he some-
how managed to work it out in the moun-
tains.

He was never happler than in the past
year. Between our vacation trips to New
Hampshire and his several trips to Baltimore,
we saw quite a bit of him, and he had de-
veloped an easy, comfortable relationship
with us. He was, let's be honest about it,
still of a restless, questing nature and was
not at all certain what he would do in life.
But he had definitely found his bearings.
We can only wish that we could have known
how such a life, already crowded in 28 years
with enough experiences for three lifetimes,
eventually would have unfolded.

When in my terse message I said “letter
follows™ I had expected that it would be the
hardest letter of my life. I had planned to
say some of the above because I thought
that the uncertainties of communication be-
tween you and Dana might have left you
unaware of his happiness in the past year
and that you might find some consolation in
it. I had also thought I would have to give
you some detalls of how he died. But Mother
and I found that the details are irrelevant.

He and the other young man, Mark Law-
rence, were friends; they were both experi-
enced climbers; they had been on the ropes
together on previous occasions, and they
were in familiar climbing territory. They
died together, the result of any one of a
number of things that can go wrong in
rock climbing, as they well understood.
There are many worse ways to lose a loved
one than when he is doing what he really
liked to do. We are mercifully free of the
anger we might have felt if he had been
killed in an ugly war; or the hate we might
have known if he had been knocked from his
bicycle by a careless motorist, or the self-
reproach that might have been ours if he had
died, say, of an overdose or a drinking habit.
Other parents have suffered and will at other
unfortunate times come to know more bur-
densome tragedies than this one.

As I say, this much I had in mind for this
hardest of letters, only to have found later
a whole added dimension. You would know
of course of the friends and relatives of our
family who would so gquickly come to our
side. They were of tremendous help. But we
could not possibly have anticipated the love
that engulfed us from the moment, late Mon-
day afternoon, when we valked hesitantly
into the AM?T lodge in Pinkham Notch. We
were hugged and kissed and had our hands
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held amid an outpouring of mutual tears
anc words, many words, and all the right
words.

These were friends with whom Dana had
worked and climbed this summer or during
th~ previous year. They kept coming in, some
from scattered places, first an early few, then
a dozen, a score, two score—we di-in’t try to
count. They were Dana's age, your age a:d
some even younger, lonz-haired, bearded,
blue-jeaned; the young people who out on
the highways are lumped as hippy types. My,
though, what honesty and - penness of emo-
tions, what sensitivity, what love and what a
sense of responsibilit, !

Mother and I had supposed that we would
have some kind of service ai the funeral
home, way over on the other side of the
mourtains, and then a cremation. I had some
vague idea of taking the ashes to a spot ¢t
the lake which Dana had liked. But his
Ifriends wante a 1semorial service close to
Pinkham Notch. How all the arrangements
got made has become a blur, but your Aunt
Dorothy kuew in round-about fashion of a
minister, Mr. David.on, who worked with
young people in the area. He was wonderfully
simple and direct, not pretending for a mo-
ment that he had known Dana personally.
He spoke only of what ne had learned from
friends, and he couched I '~ message in terms
of his own search 35 years earller for the
peace and inspiration which the mountains
had given to him and to others. There was
also an all-too-brief perlod of silence f.r
prayer and meditatlon, during which time
Dana’s hutmaster felt moved to speak beau-
tifully of what Dana had meant to them all,

Much the most moving part was at the be-
ginning when as Dana'’s friends came in, each
in his or her natural attire, they quietly
walked forward; now one, now another; and
lay little bunches of wildflowers before the
altar. They had so carefully refrained from
ravaging nature and had brought only the
most common and plentiful varieties—gold-
enrod, a few hblack-eyed susans and jewel-
weed. It was also impressive that somehow
friends from Dana's earlier associations, like
Fred and Susie from Friends School and Lee
from TUnijon College, had managed to get
there. Newspapers are often accused of cap-
italizing on tragedy, and the Boston papers
(I'm told) made sensational news of the ac-
cident; but the function of a newspaper
is to make the news, however sad, widely
known; and because of the eye-catching dis-
semination, friends of Dana’s learned and
came from New York, Boston, Albany, Wor-
cester, Maine and Vermont—and I don't know
Ifrom where else.

It was also extremely gratifying to us—
although gratify is hardly an adequate verb—
that the family of the other young man came
to our service, having been through their own
service at a considerably more distant place
the previous day.

We had assumed that Dana had rejected
Christianity along with other western values;
but no, it turned out that Michele knew he
had a favorite part of the Bible, which was
read at the service. I wish some day soon
you would read Luke 12, verses 22 to 32, be-
cause I believe it may be the place where your
eastern religion and our more westernized
religion come closest together in spirit. It is
the part about the lilles and how they grow
in which Jesus tells His disciples to give no
thought to how they will eat or what they
will wear but to seek first, the Kingdom of
God and all their material needs will be met.
It occurred to me that young people like
yourself and Dana’s friends who have been
referred to scornfully as flower children have
been closer to pure Christianity than most
organized churches have been in a thousand
years,

The mountain children, if I may now think
of them as such, not only wanted a simple
church service but they also knew instinc-
tively what was right for the ashes. The next
day elght of them, along with your cousin
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Dorothy and your little brother Robert, who
is far from little any longer, went high into
the mountains to an overlook where they
knew Dana had enjoyed moments of con-
templative peace. They took a few flowers, a
Robert Frost poem and their own thoughts,
spoken or unspoken. We did not intrude by
asking the nature of their service, if indeed
it could be called a service. We only know
from Robert that they had shared a spiritual
experience of having let Dana go free to find
his destiny.

I think, Barbie, that you would have been
greatly touched by and proud of these young
people, who are so very much your young
pecple and by now our young people as well.
I know just as clearly as I know some of my
own previous thoughts that they have
parents who worry that they are wasting
their time and will never amount to any-
thing unless they return home and get good
Jobs. They are indeed, many of them, work-
ing at the most lowly of occupations in order
to support themselves in an environment
they find congenial and compatible with
their values. But, what communion of spirit
they have; what unstinting love and respect
for one another; what purity of emotions
and maturity.

I wish it were possible to reach out to
each of their parents and say from the heart,
Stop worrying that they may never become
somebodies. They already are somehodies;
beautiful individuals, and they gave us so
much of a part of Dana we had never
known and so much of themselves that we
came away enriched rather than bereaved.

One of my favorite pieces of devotional
writing long has been John Donne's admoni-
tion to inquire not for whom the bell tolls,
because with each man's death goes a part
of everyone else. As & humanitarian state-
ment I still admire it. But under our own,
perhaps special circumstances, John Donne
was basically wrong. One young man's
death did not diminish the lives of those
who knew him but, instead, brought a
heightened love and a new-found inner
strength to all those around him. This is the
thought that Mother and I rather desperately
are trying to hold onto, back here in Balti-
more, and which I wish to hold out to you
for whatever comfort it can bring. We love
you, Barbie, as you surely know.

And as a postscript may I add that while
this is your letter, written solely and ex-
pressly for you, there is a substantial por-
tion which I wish to offer to a wider audi-
ence in the hope that it may in some way
further an understanding between other
parents and their children. Since I write a
weekly column which often deals with my
personal observations and small pleasures,
it would seem dishonest to me simply to
avold reference to the past week as though
it had never happened to us. I feel confident
you will understand.

Love, as always.

Dap.

FOREST SERVICE TOLD TO KEEP
CUTTING TREES

Mr. TAFT. Mr. President, an article
which I recently read in the Washington
Post, concerning the report entitled
‘Financial Planning Advice” which the
U.S. Forest Service has sent to its field
offices around the country, has disturbed
me greatly.

The gist of this report is that the For-
est Service shall concentrate on getting
trees sold and cut even if this means
postponing or cancelling programs de-
signed to help hikers and others use the
national forest for recreational purposes.
The document advises the field offices to
limit land use planning to those areas in
the next 5 years where the highest
activity in terms of timber, oil, gas or
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coal production or transmission will take
place. At the same time, it declares that
planning for new recreational projects
will not be done in fiscal 1974, that the
parks will be open for a shorter time dur-
ing the off-season than in previous years,
and that consideration should be given
to shutting down “high cost, low use fa-
cilities”—in other words, the facilities in
the less populated areas of the parks.

At a time when the Forest Service ad-
mits that it is considerably behind sched-
ule in replanting the forests, and Ameri-
cans' recreational needs and desire to use
the forests are burgeoning, this report is
quite unfortunate. I am well aware that
there has been a very high demand for
timber, although it seems to have slack-
ened off in the past several months. But
regardless of that demand, it would cer-
tainly be shortsighted to halt or drasti-
cally curtail our efforts to conserve,
maintain and improve the areas which
remain uniquely suitable to fulfill many
of our recreational needs.

I expressed my concern months ago
with respect to the possible relationship
of the recent high level of log exports,
coupled with high domestic demand, to
environmental damage of our forests.
However, since less than 10 percent of
the exports are from Federal lands, the
proposed financing priorities would af-
fect the Federal forests to a much greater
degree than log exports possibly could.

In view of the serious nature of these
concerns, I urge that the appropriate
committee of the Senate, the Agricul-
ture Committee, look into this question
immediately as part of its review of pend-
ing legislation dealing with management
of our national forests.

Alterations of the Forest Service's
budget or a much more specific directive
from Congress indicating how the For-
est Service should spend its money may
be found necessary. If so, Congress should
not hesitate to take decisive action.

I ask unanimous consent that the ar-
ticle be printed in the Recorbp.

There being no objection, the article
was ordered to be printed in the Rec-
orp, as follows:

[From the Washington Post]

Cut MoRE, FOREST SERVICE ToLD—GUIDELINES
URGE DOWNFLAY IN RECREATIONAL Uss
(By George C. Wilson)

The U.S. Forest Service must concentrate
on gettlng trees sold and cut even if this
means postponing programs designed to help
hikers and others use the national forests,
according to the latest White House budget
guidance.

This Nixon administration philosophy runs
through an 85-page report entitled “Finan-
clal Planning Advice,” which the U.S. Forest
Service has sent to its field offices around
the country.

John R. McGuire, chief of the U.S. Forest
Bervice, sald the document represents his
implementation of what the White House
Office of Management and Budget wants his
agency to do in fiscal 1974.

MecGulre, while stopping short of disavow-
ing the directive, said “it is unfortunate that
the country is facing inflation and thus can-
not do more for natural resources.” He added
ithat the budget does not include “everything
we would like to do.”

The book of guidance will further fuel the

current controversy over how much the For-
est Service should get to manage the national

forests and who should recelve top priority
in using them.
“In light of the current high demand for
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timber products for housing, etc.” states the
guidance document, “and the national eco-
nomic importance of increased lumber and
plywood production, you must make every
effort to insure that these levels are met or
exceeded.”

The levels refer to the amount of
timber that can be sold and cut from the
national forests. Secretary of Agriculture Earl
L. Butz and John T. Dunlop, director of the
President’s Cost of Living Council, an-
nounced on May 29 that 10 per cent more
timber would be sold off in calendar 1973
than contemplated originally for fiscal 1973.
The amount for that year and fiscal 1874 is
11.8 billion board feet, more than can safely
be cut in the opinion of some conservation-
ists, but not in the view of McGuire.

McGuire has sald however, that the For-
est Service is way behind schedule in re-
planting the forests—a pacing item for deter-
mining how many trees can be cut down
without reducing the yearly yield.

The guidance document stresses that in
spending money, productive areas of the na-
tional forests should take precedence over the
out-of-way places favored by hikers, bird-
watchers, hunters and fishermen:

“Limit land-use planning to those areas
where activity levels in the next five years
will be greatest or where high-level com-
mitments cannot be deferred . . . Fiscal 1974
general land use planning will be primarily
concentrated on the largest timber produc-
ing forests and areas where it must be done
in response to high impact developments
{e.g., oll, gas or coal; transmission lines;
etc.) Defer routine planning for less criti-
cal areas. . . .

“Planning for new recreation projects will
not be done in FY 1974,"” the document con-
tinues. “Close high-cost, low-use facilitles.
Bhift as much work as feasible to timber
purchases, states and counties, permittees or
contractors . . ."

Further, the guidance book states, “recrea-
tion operation and maintenance costs will be
reduced by giving consideration to closing
up to B0 per cent of facilities for which
standard level of operation and maintenance
is estimated to cost more than $3 per visit-
or-day for campground and $6 per visitor-
day for picnie, boating and swimming sites,
Exemptions where justiied can be
made ., . ."

In guidance which goes against the new
trend for people to use parks and forests
in the off-season to avoid crowds, the docu-
ment states that U.S. forest facilities will
be open a shorter time than usual in the
off season in fiscal 1974.

In discussing roads and trails that run
through the national forests, the budget
guidance stated that any money saved in
maintaining those routes “shall be repro-
grammed to timber support activities.”

This type of emphasis and the amount of
money in the Nixon administration budget
for the Forest Service is only part of the
reason the service has suddenly become S0
controversial. Other reasons include the
growing number of people who want to use
the forests for recreation, the militancy of
environmental groups who are suing the
Forest Service over its tree-cutting prac-
tices in a number of places, and qualms
among lawmakers about shipping U.S. logs to
Japan at a time when timber supplies are
limited.

FERTILIZER SHORTAGE

Mr. BARTLETT. Mr. President, al-
though it has received inadequate atten-
tion in the press, the farmers of the
United States are facing a serious short-
age of fertilizer.

This shortage can be attributed to
several factors including:

First, the large increase in domestic
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demand for fertilizer due to strong agri-
culture prices;

Second, a strong export demand; and

Third, domestic price ceiling.

Senator BELLMON and I have written
Secretary Butz requesting that he urge
the administration to drop the price ceil-
ing on fertilizer. With the current ceil-
ing, domestic purchasers are unable to
compete with foreign markets that can
pay higher prices.

Our farmers would rather pay higher
prices for fertilizer than be without it.

Dr. J. C. Evans, vice president for ex-
tension at Oklahoma State University
has prepared an excellent analysis of the
current shortage. I ask unanimous con-
sent that Dr. Evan’s material be printed
in full in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
REecorp, as follows:

COOPERATIVE EXTENSION SERVICE,
OKLAHOMA STATE UNIVERSITY,
Stillwater, Okla., August 31, 1973.

The Honorable Earn L. BuTz,
Secretary of Agriculture, U.S. Department of
Agriculture, Washington, D.C.

Dear SECRETARY Butz: Though I know
that many have expressed a concern to you
regarding the current fertilizer situation,
I would like to communicate directly to you
our concern here in Oklahoma.

Our State USDA Rural Development Com-
mittee decided to do a quick survey of 39
of our wheat-producing counties. This deci-
sion followed very quickly after one of the
four regional meetings your office held on
the wheat production requests for next
year.

The attached results of the rapid survey
are interesting and perhaps clearly demon-
strate the concern. This is not a scientifically
conducted survey, but I rather suspect the
errors might be compensating. From conver-
sations with plant food suppliers and local
dealers, we would seem to be about to get
66% to T5% of last year's supply, and this
at a time when requests are being made by
your office not only to increase yields, but
to increase the number of acres planted,
each of which will require more plant food.
Coincidentally with this, during August of
1873 we have had approximately a 20% de-
cline in soil tests run in our lab over the
quantity tested in 1972 (2,284 in 19872 to
1,796 in 1973).

The information being passed along to
us by the fertilizer Industry is that a sub-
stantial quantity of the plant food material
is being siphoned off into international trade
because of the less favorable domestic price
cellings. It very well may be that selling
plant food materials to other nations results
in a more favorable international trade bal-
ance than selling wheat, but if this be the
case, then the probability of our being able
to increase wheat production by either at-
tempting to increase acres or yields or both
is considerably lessened. It very well may be
that the U.S. Government has two compet-
ing and perhaps conflicting objectives: (1)
a favorable balance of trade; and (2) in-
creased wheat production.

Also attached is a brief report developed
by one of our Extension Economists which
you might find useful.

We are simply alerting you to the fact that
we face a very difficult task in trying to re-
spond to your request to increase food pro-
duction while facing a probability of less
plant food materials than we had last year,

We simply thought you ought to be aware
of this and not be surprised at the product
next year in the event this situation per-
sists.

I am writing to you as the elected chair-
man of the State USDA Rural Development
Committee. I also serve as the Vice Presi-
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dent for Extension at Oklahoma State Uni-
versity.
Sincerely yours,
J. C. EvANS,
Vice President for Extension.

1973~74 FERTILIZER SITUATION *

The fertilizer supply situation in Okla=-
homa, as elsewhere, is tight and is likely to
become more severe. There appear to be sev=
eral basic factors which have led to the cur-
rent situation: (a) a large increase in do-
mestic demand due mainly to strong agricul-
tural prices, (b) a strong export demand, (c)
dollar devaluation on top of the strong ex-
port demand, and (d) domestic price ceilings.

There are some additional problems facing
the Oklahoma market: (a) transportation
problems, (b) technical difficulties in several
of the anhydrous ammonia plants that nor-
mally serve this geographic area, and (c) a
large increase in demand at a time of the
year when national fertilizer stocks are
usually lowest.

The national situation with respect to the
three major fertilizers is as follows:

Nitrogen—The nitrogen demand-supply
balance is tight and will probably become
much worse. Consumption of nitrogen in the
U.S. for fertilizer in 1971-72 was 8.1 million
tons. Consumption figures for 1972-73 won't
be out until October. But it appears that it
may have been as high as 8.9 to 9 million
tons. Net exports in 1972-73 were 500,000
tons. Net exports for 1973-74 may run as
high as 900,000 tons. Because of excess pro-
duction capacity which faced the industry
during most of the 1960's, little new capacity
has been planned. One new plant has been
announced for opening in Mid-1974. This is
the only new plant announced for future
completion.

Another factor which could become a prob-
lem is the supply of natural gas. It takes
about 32,300 cubic feet of natural gas to
produce a ton of anhydrous ammonia, If
natural gas supplies become critical this
winter, fertilizer manufacturers may be asked
to cut back production.

Phosphate—The phosphate supply-demand
balance is tight and will continue to be so
through 1973-74. Domestic consumption of
phosphates for fertilizer in 1971-72 was about
4.8 million tons. Domestic consumption in
1972-73 may have been as high as 5.1 mil-
lion tons, Estimates for net exports in 1973-
74 are 1.4 million tons, about 24 percent of
the estimated available supplies, Supplies of
phosphates should increase substantially by
late 1974 if all of the announced 1.9 million
tons of new wet phosphoric acid plant ca-
pacity is on stream by then. Until then, sup-
plies will be tight and prices at or near their
ceilings.

Potash—The potash supply is adequate and
probably will be for the next few years.
Prices may be up slightly particularly during
the spring rush when prices are seasonally
higher. Transportation may continue to
cause problems with timely delivery.

Supplies of nitrogen and phosphate In
Oklahoma are tight and will continue so.
Some dealers are completely out of phosphate
and are having considerable difficulty getting
further supplies. Indications now are that
many dealers will not be able to supply the
same quantities this fall as were sold 1ast
fall. For those dealers fortunate enough to re-
ceive adequate supplies, timely delivery for
normal planting will present a problem. It
is quite likely that much of the additional
wheat acreage that is anticipated will receive
little or no fertilizer this fall. This may take
the form of no fertilizer on some acreage or
reduced application rates on all acreage. Some
farmers have Indicated that they may top

1Report prepared by Dr. Robert Rathjen,
Extension Agricultural Economist, Oklahoma
State University, Stillwater, Oklahoma, Au-
gust 289, 1973.
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dress with phosphate after the wheat has
come up if supplies are available.

PRESENTATION OF THE EMER-
GENCY FUEL OIL SUPPLY COM-
MITTEE TO CONGRESS

Mr. McINTYRE. Mr. President, over
850 fuel oil dealers from New England,
New York, New Jersey, and Pennsyl-
vania, have today warned Congress that
unless immediate action is taken to es-
tablish a mandatory fuel oil allocation
procedure that severe shortages will de-
velop in the Northeast this winter.

Speaking for a united New England
senatorial delegation that supports the
Emergency Fuel Oil Supply Committee’s
position, we call for the immediate estab-
lishment of mandatory allocations of fuel
oil.

The seriousness of this situation war-
rants immediate action.

Mr, President, I reguest unanimous
consent that the position statement of
the Fuel Oil Supply Committee be
printed in the RECORD.

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

EMERGENCY FUEL OIiL SUPPLY COMMITTEE OF
THE RETAIL FueErn O1L DearLers From NEw
ENGLAND, NEw YorK, NEw JERSEY, AND
PENNSYLVANIA—STATEMENT OF POSITION,
SEPTEMBER 12, 1973

1. HOME HEATING OIL IS VITAL

No. 2 fuel oil is vital to the health and
safety of the majority of the homeowners In
our states.

Heated by oil

Area, percent of homes, number of homes:

New England, 75, 2,800,000.

New York State, §7, 3,500,000.

Long Island, N.Y., 80, 550,000.

New Jersey, 53, 1,300,000.

Pennsylvania, 35, 1,300,000.

Nearly 60% of the nation’s No. 2 fuel oil is
consumed in the nine Northeastern states—
the highest concentration of usage in the
nation.

2. ROLE OF INDEPENDENT HEATING OIL
RETAILER

The major portion of this oil is delivered to
homes by independent retail dealers:
Percent of Oil-Heated Homes Supplied by

Independent Heating Oil Retailers

New England
New York State
Long Island, N.¥

Pennsylvania

If these retailers are not guaranteed the
full quantity of fuel oll needed to serve their
customers, many of these customers will sim-
ply go cold. There is no substitute for the
delivery system—the storage facilities and
trucks—owned and operated by independent
retallers, If the Independent has no fuel,
the homes he supplies will have no fuel.

3. MASSIVE SHORTAGE OF HOME HEATING OIL

All projections, analyses and statistics
demonstrate that—unless prompt action is
taken by the Federal Government—there
there will be a massive shortage of No. 2
fuel oil in the Northeast this winter. Homes,
schools, hospitals, factories and all other
users of oil heat could well go cold; the re-
sult will be a severe threat to health, mas-
sive disruptions of public services and sub-
stantial loss of jobs.

Independent heating oil retailers in the
Northeast have already been notified by their
suppliers that deliveries in the coming win-
ter will be far below last year's levels. The
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projected shortage In some areas s already
as high as 407%.
4. PLAN OF ACTION

Immediate action is needed to prevent
cold homes, hospitals, and schools:

A. Mandatory allocation program. for No. 2
Juel oil

We strongly support Congressional legis-
lation to increase supplies by establishing a
mandatory allocation program for distillate
products. Such a program must provide:

That Independent retallers and whole-
salers are guaranieed 100% of their base
period supply of No. 2 juel oil;

That major ofl companies must import the
substantial additional quantities of No, 2
fuel oil needed to meet the demands of their
own systems and total requirements of inde-
pendent retailers. Cost of Living Council
rules must be amended to require that
foreign costs be averaged with domestic and
to permit passthrough—by both importers
and retailers—of all costs of foreign product.

A mandatory allocation program will:

Increase supplies of home heating oil in
the total U.8. market and in the Independent
market, thus preventing severe hardship
for milllons of homes served by independent
retail dealers.

Prevent continued sharp escalation of
prices in the Northeast, by assuring that a
greater portion of lower priced domestic
No. 2 fuel oil is made available to consumers
in the 9 state area.

End discrimination by the Federal Gov-
ernment against homeowners who use fuel
oil. Federal policies now guarantee full sup-
plies of natural gas, electricity and propane
to homes that rely on these fuels for heat.
Only in the case of No. 2 fuel oll has the
Federal Government refused to guarantee
supplies to the homeowners. The lack of clear
poliey diseriminates against the Northeastern
states, where fuel oil consumption is highest
in the nation.

Prevent refiners from explolting the cur-
rent fuel shortage to drive independent re-
tailers out of business by arbitrarily cutting
off their supplies, thereby severing supply
relationships that, in many cases, date back
for decades.

Preserve and strengthen the independent
sector of the petroleum market.

We are strongly opposed to any plan for
rationing of fuel oil to the consumer. Such
a plan would be unworkable and result in
chaos in the retail heating oil market.

B. Amendment of Phase IV price regulations

The Phase IV Oil Regulations blatantly
discriminate agalnst independent retallers
of heating oil and gasoline.

All segments of the petroleum industry
ecan pass through all increased costs, up to
retail level; the retailer is forced to absorb
all increased costs, except increased costs
resulting from imported product.

Retailers are forced to use a mark-up date
of January 10, 1873; the producers, manu-
facturers, and major oil companies are al-
lowed a May 15, 1973 mark-up date. Thus,
the independent heating ofl retailer is forced
to absorb all costs since January 10th. Prod-
uct and nonproduct costs have obviously in-
creased markedly from January 10th to May
15th. The major oill companies have already
passed these Increased marketing costs on,
but the independent retailer cannot.

The independent heating oil and gasoline
retallers are the only segments of the econ-
omy and the only class of retailers who are
not allowed under Phase IV to pass through
increased costs on a dollar-for-dollar basis.

In brief, unless substantial changes are
made in the Phase IV regulations, many
independent dealers, within the next few
weeks, will be faced with selling substantial
volumes of product at a loss. In such cases,
the retaller, a small independent business-
man, will be forced out of business, and the
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homeowners who rely on the retailer for
Tuel will be without heat.

We therefore strongly recommend the fol-
lowing amendments to the Phase IV rules:

The independent heating oil retailer must
be permitted to adjust retall prices to reflect
foreign and domestic product cost increases
on a dollar-for-dollar basis, and to institute
each retall adjustment on the date that the
cost changes are experienced,

The independent heating oll retaller must
be permitted to adjust prices to reflect all
non-product cost changes such as labor,
truck maintenance, and other related operat-
ing expenses, on a dollar-for-dollar basis.

The August 19, 1973 ceiling price should
be calculated by using the average cost of
inventory on August 1, 1978 plus the actual
mark-up on June 1 to 8—the dates of the
freeze. The mark-up presently permitted
under the Phase IV petroleum program may
be feasible for some gasoline retailers, but is
completely inadequate for the heating oil re-
tailer who must buy and maintain fleets of
delivery and service trucks and bulk storage
facliities, plus provide 24 hour service and
deliveries and extend credit and face sub-
stantial delays in recelving payment.

The independent heating oil and gasoline
retailer should be eligible for the small busi-
ness exemption applicable to all other indus-
tries under the Phase IV regulations.

In addition, we urge prompt action by the
Cost of Living Council to correct the gross
inequities and discriminatory aspects of the
Phase IV rules and regulations on the inde-
pendent petroleum retaller.

C. Temporary amendment of air quality

standards

We are pleased that the President and the
Director of the Energy Policy Office recognize
the need for a temporary relaxation of air
quality standards in certain areas of the
Northeast.

We recommend that, during the period
October 1, 1973 through April 30, 1974, the
state agencles permit—where it is currently
prohibited—the burning of No. 2 fuel oil
of 14 of 1% sulfur content and No, 6 (re-
sidual) fuel oll of 1% sulfur content.

This will result in increased supplies of
oll to heat homes as imports of higher sulfur
fuel oll from foreign refinerles increase and
the use of No. 2 fuel as a blend with No. 6
decreases.

D, Summary

In short, we need help from Congress in
two major areas:

1. Immediate legislation to assure adequate
supply and equitable distribution through a
mendatory allocation program.

2. Support, assistance and, if necessary,
legislation to correct the inequities of Phase
IV as it applies to the independent retailer,

Organizations

New England Fuel Institute and Affiliated
Associations,

Vermont Oil Heat Institute.

Better Home Heat Council of New Hamp-
shire,

Better Home Heat Council of Massachu-
setts.

Independent Connecticut Petroleum As-
sociation.

Home Heating Council of Rhode Tsland.

Home Heating Council of Northern Rhode
Island.

Maine Oil Dealers Association.

01l Heat Institute of Long Island.

New York Oll Heating Association,

Empire State Petroleum Association.

Pennsylvania Petroleum Assoclation and
ten: afMiliated associations.
Delaware Valley Fuel Oil Dealers Assocla-

tion,

PENSION REFORM

Mr. JAVITS. Mr. President, I ask
unanimous consent to have printed in
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the Recorp an editorial entitled “Pen-
sion Reform Must Be Saved” published
in the Los Angeles Times of September
4, 1973.

There being no objection, the editorial
was ordered to be printed in the Recorp,
as follows:

PENsioN RerForM MusT BE SAVED

The disclosure that Rep. Wilbur D. Mills
(D-Ark.), chairman of the House Ways and
Means Committee, has undergone back sur-
gery comes as bad news for reasons going
beyond sympathy for his discomfort. It
means that several vital pieces of legislation
before his committee will probably be de-
layed.

One is the trade bill, the early passage of
which is essential for elective U.S. participa-
tion in the coming world trade negotia-
tions. Another is pension reform legislation.

Voluminous testimony before congres-
sional committees has left no doubt of the
need for federal legislation to assure the
tens of millions of Americans covered by
corporate pension plans that the retirement
benefits they expect will actually be forth-
coming.

According to a government study released
just the other day, retirement bhene-
fits were lost by almost 20,000 workers in 1972
alone when their employers terminated the
pension plans they had been depending up-
on. Experts believe that the figure was higher
in previous, less prosperous years when the
incidence of business failures was more
serious.

Workers frequently lose their benefits, too,
when the company for which they work is
merged into another firm or when invest-
ment of the funds is managed dishonestly or
ineptly. More frequently still, employes with
long years of service lose their ac-

cumulated pension benefits when they
change jobs before retirement age.

Sen. Jacob K. Javits (R-N.Y.) is the prin-
cipal sponsor of a bill that would go far
toward providing the additional safeguards
that are needed.

It is taken for granted that some version
of his proposal will be passed by the Senate
this month, but it is in danger of being
watered down to meet objections that fed-
eral insurance to provide protection against
loss of benefits when a plan goes bankrupt
or is otherwise terminated would be too
expensive.

The House Ways and Means Committee
hopes to consider pension reform legislation
quickly after disposing of the trade bill. And
there is the rub.

Originally, Mills promised that the com-
mittee would complete work on trade legis-
lation before the August recess. Partly be-
cause of the disablement he has suffered
from a ruptured disc in his lower back, the
committee didn't make the deadline. How-
ever, he still had hoped to clear the trade
bill for action by the full House in late
September. Now even that target date Is in
Jjeopardy because of Mills' surgery.

The Chairmen of all congressional com-
mittees are powerful men, and Mills is more
powerful than most. Rep. Al Ullman (D=
Oreg.), who will fill in as acting chairman,
will find it very difficult to arrange the com-
promises between . contending economie in-
terests that are necessary to put together an
effective trade bill that will withstand chal-
lenge on the House floor.

It is important, however, that he succeed
in doing so. If too much of the public's busi-
ness is delayed until next year, there Is the
danger that it won't get through at all.

Pension reform was allowed to die in the
last Congress. It is too important, to too many
people, to be allowed to die again.
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CHAIRMAN SIMPSON'S THREAT
AGAINST TOBACCO REBUKED BY
SENATOR HELMS

Mr. HELMS. Mr. President, during the
August recess of Congress, hundreds of
thousands of people in my State, and in
other States, learned the disconcerting
news that a threat had been voiced to
ban cigarettes in America. Needless to
say, Mr. President, such a threat, if
carried out by the Federal Government,
would paralyze the economy of my own
State along with several others.

I will not dwell on that economic fact
of life, Mr. President. But I do desire to
comment on the circumstances leading
up to the incredible announcement by
Richard O. Simpson, newly appointed
Chairman of the newly established Fed-
eral Consumer Product Safety Commis-
sion that he is entertaining the serious
expectation that his agency may move
to ban the cigarette absolutely.

It goes without saying, Mr, President,
that Mr. Simpson’'s appointment is now
widely regarded in my State as something
akin to the Roman Emperor Caligula’s
choice of his horse for the post of Consul.

That aside, Mr. President, it is inter-
esting to note that Chairman Simpson
disclosed that he was triggered to act
when informed a month earlier that he
would be receiving a petition from cone
or more Members of Congress calling on
Mr. Simpson and his agency to ban
cigarettes.

‘Who are the signers of this anticipated,
but as yet unfiled, petition? Who, Mr,
President, are those Members of Con-
gress whose mere contemplation can
trigger a Federal bureaucrat who is yet
to warm his new seat?

Not much looking was required in or-
der to find the answer. Very quickly, the
cat was out of the bag. And it was my
distinguished colleague from Utah, Sen-
ator Moss, who identified himself as the
author of the petition that triggered
Chairman Simpson to undertake to de-
stroy the 365-year-old tobacco industry
in America—and along with it the jobs
of hundreds of thousands of Americans.

Now the distinguished Senator from
Utah (Mr. Moss) knows of my personal
affection for him. We serve together on
the Committee on Aeronautical and
Space Sciences. He is a very pleasant,
affable gentleman. I do not doubt his sin-
cerity. But he should not doubt mine
when I say to him that he is in for a
fight. My distinguished friend can trigger
as many bureaucrats as he can muster,
but this Senator and many others do not
intend to stand by idle and silent, while
he and Chairman Simpson undertake to
cripple the economy of my State and de-
stroy the livelihood of hundreds of thou-
sands of families.

To be sure, Mr. President, my distin-
guished colleague (Mr. Moss) couched
his revelation of participation guite deli-
cately. Indeed, it is important to study
the precise language of a statement issued
by Senator Moss:

I commend Chairman Simpson of the Fed-
eral Consumer Product Safety Commission,
for his comments regarding a ban on the

sale of clgarettes if found to contain poison-
ous substances medically harmful to users,
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May we assume from the “iffy” clause
that my distinguished colleague has some
doubts about the alleged health hazard
of tobacco? If so, perhaps we are mak-
ing some progress toward objectivity,
which has been long lacking in the con-
troversy over smoking and health. An
objective review of all the medical litera-
ture—a task which has not yet been un-
dertaken—would, I think, sustain more
than reasonable doubt about the role of
smoking in causing diseases.

My distinguished colleague (Mr. Moss)
goes on to acknowledge the fact that he
did the prodding leading up to Chair-
man Simpson’s threat. Senator Moss
said:

Some time ago, I assigned to my staff a
study of various substances including to-
bacco and asked it to prepare a petition if
Jjustified to the Consumer Product Safety
Commission to issue a ruling.

Again, Mr. President, there is an “iffy”
clause. May we hopefully anticipate that
the Senator’s staff, after applying its
legal and scientific expertise, will find
such a petition is not justified? Or, may
we anticipate finding that other of the
various substances in their study might
also be included in their petition to the
Commission? Like milk, butter, eggs, and
other foods high in cholesterol? Like
beer, wine, and liquor? Like aspirin,
tranquilizers, and saccharin? Like coffee,
tea, sugar, and soda pop? Like aerosol
sprays, gasoline, and cooking gas?

The list of substances is long, and not
limited to tobacco. For, as my colleague
interprets it, the Hazardous Substances
Act is sweeping. It seems to throw a very
tight dragnet over the economy, covering,
in his view, all that can adversely affect
mankind by “ingestion, inhalation, and
absorption through any body surface.”
Since he believes that “a habit of use”
should not override “a known threat to
health,” perhaps we can anticipate a
move to prohibit overeatirg, and a Fed-
eral injunction against that as well. The
question is: How far is the Senator will-
ing to go? How fair does he intend to be?

Farmers, workers, and businessmen in
other fields should take warning, Even
though the Senator is pointing his arrow
at tobacco, the threat is broad. If he hits
this bull’s-eye today, other targets may
be selected tomorrow.

Even if he misses, citizens should be
forewarned to keep their heads down,
for my distinguished colleague has a sec-
ond arrow in his quiver. If prohibition
does not get you, taxation may.

Earlier this year Senator Moss got off
a practice shot with the second arrow
of taxation which few noticed. He in-
serted in the Recorp an article advocat-
ing a tar and nicotine tax as a means
of pursuing his policy objectives.

The author of that article is a consult-
ant to the management firm which de-
signed a series of such so-called incen-
tive taxes for Mayor Lindsay to impose
on Fun City.

The Senator from Utah also shot out a
volley of reprints to State legislators and
city officials all over the country, en-
couraging them to get in on a good thing.
He sent along a model tax bill to help
those who might not know how to draft
one.
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The power to tax, John Marshall said,
is the power to destroy. In this case the
operational word is “destroy.” My col-
league has given all of us a Hobson's
choice—destruction of the tobacco in-
dustry by prohibition, or by taxation. We
should accept neither.

In “Mein Kampf” Hitler was ruthlessly
frank in setting down his strategy of
world conquest. The author of the article,
inserted in the REecorp by my distin-
guished colleague, is no less ingenuous—
and no less wrong-headed. A young man,
he makes up in academic degrees—A.B.
Harvard, M.A. Oxford, J.D. Yale—what
he may lack in experience and sensi-
tivity.

For example: The young expert urges
upon this Government—and evidently
Senator Moss does not disapprove—‘“the
tried strategy of the old British Empire:
Divide and Rule.” Is the young man
aware, or does he care, that this was the
strategy that imposed a yoke of colonial-
ism upon millions of people in India, Ire-
land, Palestine, the Middle East, Asia
and Africa, to say nothing about pre-
Revolutionary America?

Many have vocally professed to shrink
in horror from the so-called White House
“enemies list” revealed in the Watergate
hearings. But what about this gross ap-
plication of discredited international
power politics against a legal domestic
industry and a legal domestic product
and the millions of Americans who
enjoy it?

Having identified tobacco and tobacco
smokers as the “enemy” on which to
apply the divide-and-rule strategy, the
youthful management expert calls for—
and evidently Senator Moss approves—
Government intervention to determine
the most coldly efficient mechanism.
“There are two possibilities,” he says,
“taxation and/or selective prohibition.”

And, my distinguished colleague from
Utah, like an approving grandparent, is
ready, with a taxation bill in one hand
and a prohibition petition in the other,
to give the young expert his choice of
mechanisms, to play with.

Self-righteousness is heady business,
Mr. President. It permits its possessor to
accomplish what he regards as noble
ends with ignoble means. And all in the
name of necessity. The old ways do not
work. New ways must be used.

For as the young “management con-
sultant” sees it, “despite the Govern-
ment’'s efforts, the health situation has
not improved.” By that he means, people
have not sufficiently responded to warn-
ings, higher taxes, propaganda, and
Government harassment, and continue
freely to decide for themselves whether
to smoke or not. This sad state of affairs
exists, says this young expert, “because
the Government’s interventions have all
shared the common, unrealistic goal of
reducing total cigarette consumption.”
He goes on to observe:

Legislators and public officials must learn

from these past experiences: Most smokers
cannot or will not quit.

The only answer, he states, is taxation
and/or selective prohibition.

The author is industrious to point of
zealotry, ingenious to the point of soph-
istry. Arguments pile on argument,
with references, citations, and footnotes
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stretching out from the end in an im-
pressive festoon like a peacock’s tail. But
withal, his lengthy analysis is defective.

It comes down to this. His basic prem-
ise is false. He has threaded his pearls of
wisdom on a broken string.

For it is not Government policy to
discourage smoking, and certainly not
by hook or crook.

This may be a satisfactory policy to
some Members of Congress. It may be
their fervent wish to become Govern-
ment policy. But so far it is still only
a gleam in their eyes.

Government policy with regard to cig-
arette smoking as established by Con-
gress in the 1965 act and again in the
1970 act is designed to provide the Amer-
ican people with the facts about the al-
leged health effects of smoking and let
them make their own free choice.

Let me read the declaration of policy
of Public Law 91-222, an act to extend
public health protection with respect to
smoking:

It is the policy of the Congress, and the
purpose of this Act, to establish a compre-
hensive Federal program to deal with ciga-
rette labeling and advertising with respect to
any relatlonahlp between smoklng and
health, whereby—

(1) the public may be adequs.tely in-
formed that clgarette smoking may be haz-
ardous to health by inclusion of a warning
to that effect on each package of cigarettes;
and

(2) commerce and the national economy
may be (A) protected to the maximum ex-
tent consistent with this declared policy and
(B) not impeded by diverse, nonuniform,
and confusing cigarette labeling and adver-
tising regulations with respect to any re-
lationship between smoking and health.

Mr. President, I can understand my
colleague’s frustration. What do you do
when millions of people reject your well-
intentioned efforts to protect them from
themselves?

This is a profound question. If a man
or a woman knows that cigarettes may
be harmful to his health, and knows ex-
actly how much “tar” and nicotine they
contain, and wants to smoke anyway, is
it the Government'’s function fo tell him
that he cannot, or that he must pay
higher taxes, or that the tobacco indus-
try cannot even produce the kind of cig-
arettes he wants?

I submit, Mr. President, there is in-
herent in our American system and its
traditions a citizen's fundamental right
to be left alone. As basic as our right to
privacy, is our right to be left alone to
choose how to exercise our individual
freedom.

How far shall the Government inter-
vene to impose upon its citizens an offi-
cial party-line view of the good life?
Apparently there are those who would
impose behavioral prohibition or behav-
ioral taxation, or other forms of compul-
sion, coercion, and control. But, this is
not a health question. It is an ethical
question, a political question in the high-
est sense of the word.

A surgeon general or a government
bureaucrat is no more an expert on
answering this profound question than
a butcher, baker, or candlestick maker.
Nor is a Senator from Utah, or North
Carolina, or a management consultant,
or the mayor of New York City.

It is a question for the people to decide,
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Fortunately for the Nation, we have an
indication of what the people themselves
will decide. In New York City since July
1, 1971, there has been in effect a tar
and nicotine tax, imposed by Big Brother
Lindsay as a seminoble experiment in
behavior control.

How poorly has this sumptuary tax
fared? Let me count the ways.

First. Administrative costs of tax col-
lection, compliance, and enforcement
climbed. Under the New York City
scheme, consumers pay the basic 4-cent
city tax on cigarettes with up to 17
milligrams of tar and 1.1 milligrams of
nicotine. For cigarettes higher in either
category, they are taxed at 7 cents:
brands higher in both, are taxed at 8
cents. In theory, the consumers were sup-
posed to switch brands to avoid the tax.
In practice, the ordinance shattered a
fairly uniform price structure. Cigaretie
prices now differed by length—regular,
king size, long—and also by their fluctu-
ating tar and nicotine content.

It became extremely difficult for re-
tailers or consumers to ficure out the
selling price and the tax. The result:
Retailers, who have to bear the cost of all
the additional bookkeeping, tended to
raise prices on all brands by 4 cents.
Thus, the brand-switching incentive dis-
appeared out the window and additional
enforcement costs came in the door.

Second. Contempt for the law and
bootlegging increased. It is estimated
that organized crime controls the distri-
bution of half of all cigarettes sold in
New York City. They get a steady flow
of cash to subsidize their other criminal
activities such as narcotics and loan
sharking. This state of affairs is the in-
evitable byproduct of an unwanted and
unenforceable tax, which raises legal
cigarette prices to an exorbitant level,
about 70 cents a pack. On the black
market, popular brands are offered at a
substantial discount, and are snapped
up by consumers.

The tar and nicotine tax is actually
an incentive to organized crime which
seems to be the primary beneficiary of
the new prohibition as it was of the old.

Third. Legitimate retail sales have suf-
fered, and so have tax revenues. The
onerous cigarette tax has driven 20 per-
cent of cigarette sales to the suburbs. In
addition to loss of cigarette volume, the
retailer loses the sales of allied products,
such as candy, tissues, razor blades, and
other sundries. In little over a year after
t was imposed, New York City lost $4
million in excise taxes and $2.5 million
in sales taxes on cigarettes alone.

Fourth. Consumers have resisted be-
havior control. Sick and tired of scare
propaganda and high taxation tactics,
New York City's consumers have not
switched to what Mayor Lindsay’s bu-
reaucrats claim are safe cigarettes.
They have switched their source of sup-
ply from legitimate New York City deal-
ers to suburban stores. That is, of course,
those who can afford to make the trip.
Those who cannot, that is the inner city
residents, have switched to the boot-
legger. For it is ironic that this tax, ad-
vocated by and implemented by men who
call themselves liberals and who cham-
pion the impoverished, is extremely re-
gressive. It falls most heavily upon those
least able to afford it; the least affluent
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who comprise 22 percent of the city's
population.

For example, the tar and nicotine
tax, in combination with the other tax
levied on cigarettes, costs the two-pack-
a-day smoker $240 a year, which means
8 percent to a person living on $3,000 a
year as against only 1 percent to a per-
son earning $25,000 a year.

Mr. President, let me offer an observa-
tion. I hope my colleague takes it to heart,
If we fail to remember the errors of the
past, we will be doomed to repeat them.
No matter how you slice it or how you
cut it, it is still prohibition. And what this
country needs least is another prohibi-
tion.

Strangely, Mr. President, I find my-
self in the same camp on this issue as the
New York Times. I ask unanimous con-
sent that an editorial published by the
New York Times on August 26, 1973, be
printed in the REcorp at the conclusion
of my remarks.

There being no objection, the editorial
was ordered to be printed as requested.

And finally, Mr. President, let me raise
one other vitally important issue. Does
our scientific knowledge really justify the
liguidation of the tobacco industry? In
other words, are we as a nation being
stampeded into deciding whether to hang
the defendant or put him in the electric
chair before the verdict has been ren-
dered?

The millions of men and women who
earn their living in all phases of the
tobacco industry and in tobacco farming
have not been guilty all these many years
of putting their vested interest before
the public interest. The so-called power-
ful tobacco lobby has not been conduct-
ing a blindly selfish resistance against
medical fact.

On the contrary, after decades of sci-
entific investigation the question of
smoking and health is still a question.
The causes of dread illnesses, such as
cancer and heart disease, are still un-
known. The Congress commitment of
millions in research funds for the con-
quest of these two diseases is ample evi-
dence that we do not have the answers
and that we must close the gaps in our
knowledge if we ever expect to get those
answers.

Now in this situation of uncertainy the
gravest danger is in a refusal to admit
our own ignorance, to seize upon the
wrong answer or a partial answer. As
Mark Twain put it: “It’s not what you
don’t know that can hurt you, it’s what
you know that ain’t so.”

To make tobacco the scapegoat of our
fears and ignorance of these dread un-
knowns would ultimately be the greatest
disservice to mankind and to science it-
self. For once you have found the scape-
goat, you need not struggle to find the
cause.

Mr. President, I ask unanimous con-
sent to have printed in the Recorp an
editorial from the New York Times on
this subject dated August 26, 1973.

There being no objection, the editorial
was ordered to be printed in the Recorb,
as follows:

ANOTHER PROHIBITION?

Richard O. Simpson, chairman of the new-
ly established Federal Consumer Product
Safety Commission, entertains the "serious
expectation” that his agency may ban the
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cigarette once and for all. The commission
would, of course, have to go through an
elaborate process, including a thorough re-
view of the Surgeon General's findings on
the health hazards of smoking, as well as
the arguments of cigarette manufacturers
and others. Even then, it might come up
with a ban on only those cigarettes that ex-
ceed a level of tars and nicotine which the
commission considers safe. But the surpris-
ing thing is that so drastic a move should
be contemplated or even thought to be feasi-
ble.

The law that created the commission last
fall exempted tobacco from the agency's
range of action, but the law did authorize it
to administer the Hazardous Substances Act.
Mr. Simpson takes that law as his source of
authority—since it gives the Government the
right to ban products on the basis of the
severity and frequency of the injuries they
cause. The Surgeon General has held that
cigarettes are an important factor in cancer,
emphysema, coronary disease and other grave
disorders, but domestic cigarette consump-
tion continues to rise in spite of required
warnings on the package and in advertising.
Hence, Mr. Simpson reasons, a complete or
partial ban may have to be the next step.

Putting aside both the logic and the legal
questions involved, we have grave doubts
that a Government ban would be a wise ap-
proach. This newspaper long and consistently
urged measures to compel warnings of the
type now legally required. We warmly sup-
ported official action to educate the public
on the dangers of smoking. But from the first
it has been our position that it “should be
enough for public health agencies to discour-
age the habit by means short of prohibition.”

That is still our position. Forty years after
its repeal, the fallure of the Eighteenth
Amendment is still vivid in the national
memory—along with the evils of bootlegging,
gang warfare and general contempt for law
that it brought in its train. On much the
same reasoning, we have supported the rec-
ommendation of the National Commission
on Marijuana and Drug Abuse that penalties
be abolished for the private use and posses-
sion of marijuana.

A ban on those cigarettes violating a fixed
safe-content standard is a more reasonable
approach, not too different from present
Government limits on harmful additives and
other potentially dangerous substances in
food and drug products. But, with all re-
spect to Mr. Simpson’s courage and integrity,
we believe that even this type of control
would prove unenforceable and, in the end,
undesirable. The most effective function for
Government is to make certaln that the
health hazards are fully understood. It would
be as much a mistake to penalize those who
refuse to heed such warnings as to penalize
a glutton for overeating.

NO EXPORT CONTROLS

Mr. DOLE. Mr. President, current
market prices for agricultural commodi-
ties reflect the results of supply and de-
mand. Throughout the world, people of
nearly all nations are enjoying improved
status or affluency compared to their
plight in past years. With this afluence
they have gained knowledge about nutri-
tion, and these two factors are probably
the two most important factors that are
causing the increased world demand.

In recent years our farmers have been
forced to accept the market price offered
them for their wheat or other com-
modity, and that price is directly related
to the export demand. Now, for over a
year, we have seen constantly increasing
demand for food and fiber, and resulting
improvement in the prices received by
farmers. Let us look at the results.
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Farm income is at an all-time high.

Farm subsidies are at the lowest in
vears and, if prices prevail, could be
eliminated next year under the new farm
bill.

Farmers are responding to the in-
creased demand by expanding their pro-
duction for next year, and many are
contracting their production, whenever
possible, to assure the higher prices.

We are rightfully concerned about in-
creased prices for food. But, it is inter-
esting to note that, according to recent
Department of Labor figures, food and
petroleum product costs have increased
far more than other items in the cost-of-
living index. The past year the average
increase in cost of living without con-
sidering food and petroleum is only 4
percent.

Because food is the major cost item in
the American family’s budget it deserves
careful consideration. However, it is in-
teresting to note that wholesale farm
prices declined 11 percent between Au-
gust 14 and September 7. Secretary Butz
said it well in commenting on this drop:

When farm prices go up, they usually come
down later, But when other prices go up,
they usually stay up.

There is every reason to believe that
our farmers’ expansion of production
will stabilize prices. Prices will not drop
to previous lows, however. The improved
value of other currencies resulting from
devaluation of the dollar means that ex-
port prices will likely remain at higher
levels and our domestic prices have al-
ways been closely related to world prices.

Mr. President, during this period of
erratic and increasing prices there has
been repeated discussion and some sug-
gestions of the imposition of export con-
trols or licensing to assure an adequate
supply of food and fiber for our domestic
demand.

I question the ability of our Govern-
ment bureaucracy to control exports and
assure this supply without breaking the
market to low levels once again. We wit-
nessed their ability in this area in June
when an embargo and allocation system
was invoked on soybeans, soybean prod-
ucts, and related or competitive protein
or oil products. The results were dis-
astrous, dropping the market prices and
endangering our relations with cus-
tomer nations who now have cause to
doubt the sincerity of our trade commit-
ments after such action and our reliabil-
ity for delivery.

It seems simple and appropriate to
suggest export controls when wheat
prices are $5 per bushel, cotton is 83
cents per pound, corn at $2.44 per
bushel—and we know our domestic sup-
plies are dwindling. But adequate do-
mestic supplies can be purchased with
higher, competitive bids. When those
supplies are assured, either by forward
contracting or increased production,
then those commodity prices will stabi-
lize—a far more sensible system than
artificial export control which we know
will penalize the produce and eventually
have to be equalized through supply and
demand.

I have given considerable thought te
the prospect of export licensing or con-
trols. There are several questions that I
find I am unable to resolve and would
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pose them for consideration by control
proponents.

First. What level of commodity exports
would you authorize for this marketing
year?

Second. To which countries should
such exports go and in what quantities?

Third. How much will farm prices fall
in the U.S. market and who will be the
beneficiaries of such a drop in prices?

Fourth. What prices do you believe
are equitable prices for the farmers of
this Nation?

It is only after you examine these
questions and provide the answers to the
Congress that we can take such a pro-
posal seriously. A sharp drop in farm
prices, which would be the result of
export controls, would reduce farm in-
come in every State producing the af-
fected commodities.

With such a proposal we are in effect
saying that the U.S. consumer, with the
highest per capita income in the world,
cannot afford to pay world prices—be-
fore export shipping charges—for these
basic commodities. I am confident that
we are capable and willing to pay fair
prices to our farmers for their com-
modities and do not want to return to
the multi-billion-dollar farm subsidies
to equalize their costs and the desired
low prices in the market.

Let us examine other reasons why such
controls would be damaging.

First. It is well known that export con-
trols with lower export prices will weaken
the U.S. currency, which in turn will
mean U.S. consumers paying more for
the things we import.

Second. We will shortly be entering
into negotiations with our distinguished
trading partners to seek liberalized trade
through the General Agreement on
Tariffs and Trade. Entering into the
GATT negotiations at the same time we
have export controls will weaken our
negotiating position. Already Japan is
seeking alternative sources of soybeans
as a result of the short run export con-
trols we placed on this essential product.

Third. We need these export markets
to pay for essential imports.

Mr. President, I repeat, I share the
concern over increased food prices and
the above questions are the result of con-
siderable study into the proposal of ex-
port controls. The answers to these ques-
tions, which suggest themselves to me,
substantiate my position of opposition to
export controls.

Through expanded markets and ex-
panded production in agriculture we are
building a new solid foundation for eco-
nomie stability for this Nation—a peace-
able economic stability, I would add—and
I am confident that if we allow the
capitalistic system to function, it will
work properly and fairly, just as it has
for nearly 200 years.

DR. G.D. “DUKE” HUMPHREY, PRES-
IDENT OF THE UNIVERSITY OF
WYOMING

Mr. HANSEN. Mr. President, my State
of Wyoming this week mourns the pass-
ing of one of the State's great and long-
time leaders.

Dr. George D. Humphrey was pres-
ident of the University of Wyoming for
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almost 20 years. The university is the
only 4-year institute of higher learning
in our State and therefore plays a greater
role in all phases of Wyoming life and in
our Government, than would a similar
university in the more typical State with
greater population density.

President Humphrey was a great
builder of our university, at a time when
building and expansion were very much
needed. He was a great educator, and
served our State well for many years—
not only in his career field, but as a will-
ing and welcomed adviser in many
areas—including Government. His pass-
ing will be mourned by his thousands of
friends in every community of our State
and by professional associates at the na-
tional level. It was my privilege to know
“Duke” Humphrey on a personal basis for
many years. He was a dependable friend.

During my service as a member of the
university’s board of trustees, of which
I was for a time president, I had the op-
portunity to see firsthand a small West-
ern college at Laramie become known na-
tionally as an institution with standards
of excellence second to none. And it was
my opportunity to see who provided the
principal leadership and innovations
from which sprung this quality growth.
The physical plant also grew through
those Humphrey years of the University
of Wyoming, and the student body in-
creased greatly in size as the school’s
reputation for superior education ex-
panded along with its facilities. Today
the total on and off campus enrollment
at Wyoming is near 11,000, with many
of the students natives of States from
coast-to-coast.

Although a dyed-in-the-wool Wyo-
mingite, Duke Humphrey himself was a
naturalized westerner, being a native of
Mississippi, where he was acquainted, it
is my understanding, with both of our
distinguished colleagues from Missis-
sippi. In fact, Dr. Humphrey was for
about a decade the president of Missis-
sippi State University, then Mississippi
State College, before becoming president
of our university at Laramie in 1945.

It has often been observed that no
position demands a greater variety of
talents than does that of a university
president. Duke Humphrey enjoyed the
confidence of the people of Wyoming.
His rapport with the State legislature
set a standard which has seldom been
equaled in the history of public educa-
tion. He understood Wyoming,

He knew many of Wyoming's people,
each of her counties, intimately and well.
The solid support accorded the univer-
sity by succeeding legislatures during his
long tenure of office attested to the high
regard in which this man was held.

While Governor, as an ex officio mem-
ber of the university board of trustees,
I was able to continue to work with Dr.
Humphrey on university matters, and he
was never reluctant to respond to my
frequent requests for counsel in the field
of education. I believe the educator is at
the top of the ladder in relation to the
value of a citizen to his country. Dr.
Humphrey’'s significant talents in his
career field have been lost, but the
thousands for whom he helped make an
outstanding education possible are a
living memorial to his ability.
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RETIRED CHIEF JUSTICE WARREN
AT THE ABIDJAN WORLD PEACE
THROUGH LAW CONFERENCE

Mr. JAVITS. Mr. President, by au-
thority of the Foreign Relations Com-
mittee I was privileged to attend and
address the World Peace Through Law
Conference between August 26 and 29 in
Abidjan, Ivory Coast. Charles Rhyne of
the United States, former president of
the American Bar Association, has done a
most historic and distinguished work for
years as president of this organization.
One of the many distinguished speakers
to address the conference was retired
Chief Justice Earl Warren. In my judg-
ment, Chief Justice Warren's address was
the high point of this conference of 2,500
judges and lawyers from all over the
world—a realistic, albeit somber ap-
praisal of the world community’s efforts
to date to give effect to the 16 basic hu-
man rights treaties that have been
adopted by the United Nations. The large
U.S. delegation was distinguished also
by the presence of Justice Thurgood
Marshall of the U.S. Supreme Court who
made a brilliant speech on the world-
wide responsibility of the bench and bar
for human rights.

Unfortunately, the United States
“track record” in ratifying and, there-
fore, in taking the lead in implementing
these international conventions that give
legal effect to the basic civil rights and
human liberties that all peoples need
and deserve, is not good enough. The
United States has ratified only 2 of the
16. One of those as yet unratified treaties,
the Genocide Convention, is now on the
Senate calendar. To shed further light on
the necessity of Senate approval of this
vital convention and to make Chief Jus-
tice Warren’'s incisive comments avail-
able to the Senate, I ask unanimous con-
sent that it be printed in the REcorp at
the conclusion of my remarks, together
with the welcoming address by President
Felix Houphouet-Botyny of the Ivory
Coast.

There being no objection, the addresses
were ordered to be printed in the REcorp,
as follows:

AppreEss DELIVERED BY
EARL WARREN

The approach of the 25th anniversary of
the Universal Declaration of Human Rights
should fill us all with a sense of impatience
at the slow progress toward the goals it pro-
claims. Great goals not yet attained are not
diminished. But great goals, unpursued, di-
minish all mankind. Thus, impatient is an
essential quality for us to bring to this
anniversary.

It is especially fitting that we should
gather together here on the continent ot
Africa to mark this anniversary. This is not
just because some of the most urgent prob-
lems of human rights—ranging from apart-
heid to near-genocide—confront us on this
continent. Hopefully, our being here may en-
courage restraint on those given to bigotry
and to the torture and killing of their fel-
low men.

But, most certainly, our being here is a
dramatic and posltive recognltlcm that much
of the progress the family of nations has
made toward implementing the Declaration
of Human Rights has been due to the ini-
tiative and the persistence of the represen-
tatives of African States. This meeting is an
appropriate way of acknowledging the debt
of gratitude the entire world owes to them.

During these past 25 years, the Declaration

HONORABLE
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has become considerably more than was
claimed for it when first presented to the
United Nations General Assembly by Mrs.
Eleanor Roosevelt,

A number of legally binding International
conventions on human rights have incor-
porated direct references to the Declaration.
So have various peace treaties,

Nearly twenty of the new African States,
as well as a number in other parts of the
world, include references to the Declaration
and its provisions in their Constitutions. The
Declaration has clearly inspired human
rights provisions in the Constltutions cof a
number of other African States and such new
non-African States as Cyprus, Jamaice, and
Trinidad and Tobago. Even national courts
have made reference to the Declaration and,
in several instances I understand, have
juridically applied it.

In the legislative work of the United Na-
tions, the Declaration has become an arbiter
and a standard of reference against which
every new text on human rights is measured.
In 1960, for example, the Assembly adopted
by unanimous vote the Declaration on the
Granting of Independence to Colonial Coun-
tries and Peoples, which specifies that “‘all
states shall observe faithfully and strictly
the provisions of the . . . Universal Declara-
tion of Human Rights.”

So there is much for which to be grateful.
Yet, fidelity to the pioneers in the struggle
for human rights requires us to be pro-
foundly dissatisfied with the current state of
affairs.

No one of us, if he looks with a clear and
honest eye, can fall to see close at home as
well as in distant places far too many mani-
festations of man’'s inhumeanity to man. On
every continent, including this one which is
so hospitable to use, there is an ever ready
tendency to divert attention from transgres-
sions at home by crying out at the sins of
neighbors. There is constant resort to rhetoric
and legalisms as the substitute for construc-
tive action. And governments everywhere
have been persistently inept in finding ways
to express national interests in terms of co-
operation to advance individual human wel-
fare. Bigger budgets for arms rather than
stronger helping hands is still the order of
the day.

Much law has been written but very little
of it has been ratified. A study made in
1968 showed that, of the sixteen human
rights treaties adopted by the United Nations,
the total number of ratifications was barely
more than twenty per cent of the maximum
attainable number.

Only three—the Genocide Convention, the
1926 League of Nations Slavery Convention as
amended in 1953, and the Supplementary
Slavery Convention—had received more than
half the maximum number of ratifications.
Only seven States had ratified a majority of
the sixteen. Fifty-nine States have ratified
only two or less, I regret to say my own
country appeared on this sadly long list of
59. Fortunately, we escaped being among the
fourteen States that ratified none. The inter-
vening years have not changed the picture
substantially. That is more than a sad rec-
ord; it is a disgraceful one.

It seems to me there are three deep-seated
reasons for this state of affairs that must be
faced before substantial progress is a reason-
able possibility.

First of all, there are fundamentally differ-
ent concepts of relationships between the in-
dividual and the state.

Second, international machinery to deal
with the rights of individual citizens poses
a sharp challenge to traditional concepts of
national sovereignty. This is especially true
in a period of history outstandingly marked
by the rise of new nations.

And third, there is the problem of trans-
lating specific concern with violations in one
rzglon into a general concern for all regions.

The issue of whether the individual exists
for the state, or the state for the individual,
is far from being resolved.
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There are thoughtful and persuasive advo-
cates of the view that individuals are but
part of the community; that the very under-
standing of human rights is a governmental
concept, and that the rights of human beings
cannot be considered outside of the preroga-
tives of government.

The American history and tradition are,
of course, guite different. They find their
finest expression in our Declaration of In-
dependence and in the Bill of Rights of our
Constitution. In these documents, the rights
of the individual are held as “anterior and
superior” to the state and, as such, are in-
allenable; the role of the state is, essentially,
to create conditions that will help each in-
dividual exercise his right to “life; liberty
and the pursult of happiness.”

These are differences that, under the best
of circumstances, are not easy to reconcile.
This is particularly the case In an organiza-
tion like the United Nations whose members
are states. Moreover, a new dimension is
added when dealing with the relation of in-
dividuals to supranational authority.

The issue came sharply into focus in the
earllest days of the UN in regard to the indi-
vidual's right to petition the UN for pro-
tection.

The individual lost. In 1947, the Commis-
sion on Human Rights adopted a self-denying
rule declaring that it has “no power to take
any action in regard to any complaints con-
cerning human rights. That inhibition, to a
shameful extent, still inhibits. Three years
ago, the Commission did agree to examine
situations which reveal a “consistent pattern
of gross violations™ of human rights. But this
promising development has yet to show posi-
tive results.

It is a testament to the high regard that
ordinary citizens all over the world have for
the United Nations and for the Commission
of Human Rights that, despite repeated fail-
ures to cope with abridgements of man’s
fundamental rights, people continue to ad-
dress their complaints to the UN. The average
number of complaints about human rights
violations for years had exceeded 15,000, but
last year it wagr27,500.

It is a tragic commentary, both as to the
sensitivity of man for his fellows and as to
the adequacy of our international machinery,
that these complaints are almost certainly
doomed to orbit in space—which is merely a
contemporary way of saying they are buried
in a bureaucrat’s file!

This state of affairs is rooted not only in
differing concepts of the relationship be-
tween the individual and the state, but in
the more traditlonal concepts of national
sovereignty.

When we met in Belgrade two years ago,
I began my remarks there by observing that
“perhaps the most tragic paradox of our time
is to be found in the failure of nation-states
to recognize the imperatives of internation-
alism.” Then I was referring mainly to the
way in which sclence and technology have
robbed the nation-state of its ability to dis-
charge the primary function of providing se-
curity for its citizens. Today, the question
is raised in the larger context of the ability
of our political mechanisms to contribute
not only to the security but to the quality of
life of their citizens.

The domestic jurisdiction clause in Article
2 of the United Nations Charter has inhib-
ited the development of effective interna-
tional organization on many fronts—not
the least of which has been the Interna-
tional Court of Justice. Yet, it is in the hu-
man rights area that governments consist-
ently have imposed the broadest interpre-
tation possible to block inquiries into their
own human rights practices. As a result, ex-
cept in a few speclal instances, fact-finding,
public exposure or airing of an issue or vio-
Iation of human rights, to say nothing of
conciliation, negotiation or adjudication,
have been blocked.
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The third barrier to progress has been the
tendency to make human rights largely a
matter of regional concern. Thus far, only
in dealing with apartheid and decolonization
has the United Nations been able to over-
ride arguments of domestic jurisdiction and
create machinery to implement declarations.
Without minimizing the importance of these
actions, it is well to recognize they were de-
signed to serve political as well as human
rights objectives. Moreover, they cover only a
small, though vital, portion of the rights of
man that should concern us all.

It is too early to judge the effectiveness
of the machinery which has been created to
deal with deprivations arising from apart-
heid and decolonization. We must watch
them with hope—for their own sake and for
the guldance they can give us for the future.
Also, we must look forward to the day when
the commendable initiatives of the Africans
and the Aslans are extended to other im-
portant aspects of human rights.

I can understand the fears that suprana-
tional institutions might infringe upon the
hard-won sovereignty, or become vehicles
for the re-entry of interests or values as-
sociated with former colonlal powers. But I
also believe special efforts must be made to
summon the good will and common purpose
which are needed to overcome the fears that
bar the way tc progress.

Standing before us is the title of the De-
claration whose birthday we honor; and its
first word is “Universal.” If the precedents
established out of regional concerns can help
us move toward broader applications that
would be a fitting crown to the initiatives
which have come from Africa and Asia.

Standing before us also is the basic fact
that a body of International law on human
rights now exists. And because it exists we
can now turn our attention to the means by
which it can be implemented.

The heart of any legal system is compli-
ance. That must now become our central
concern,

Any assessment of what now needs to be
done gains strong encouragement from two
major sources: The International Labour Or-
ganization and the Council of Europe.

For the past three years, I have had the
good fortune to be associated with a judicial
review panel of the ILO. I have been im-
pressed at the extent to which the basic
features of effective implementation are built
into the constitutional structure of the
ILO—fact finding, exposure, conciliation, and
adjudication.

The handling of complaints, which is the
heart of meaningful enforcement of human
rights, has been ecarefully structured in a
precise procedural manner. What is still more
important, there is a record demonstrating
that these arrangements have produced con-
crete results.

Though there may be limits to the use of
ILO as a precedent, there is experience there
that can be applied effectively to the entire
range of human rights concerns,

The Council of Europe has faced a harsh
reality that the United Nations Human
Rights Commission has sought, all too often,
to avoid. The stark fact is that an individ-
ual’s rights ordinarily are not violated by a
foreign government, but by his own. And
governments have been reluctant, to say the
least, to allow their citizens to appeal to a
higher authority.

The European Convention on Human
Rights, which came into force in September
1953, is an historie victory over this age-old
reluctance. It provides clearly defined meth~
ods by which individuals can submit com-
plaint petitions to supranational bodies with
clearly defined powers for doing something
about them. Moreover, the methods have
been used. The powers have been exercised.
Equally significant, the governments have
survived, and the screams of pains from pas-
slonate defenders of national sovereignty
have been neither long nor loud.
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In at least three cases, internal laws have
been altered to conform with the purposes
of the Convention: Norway amended its Con-
stitution in connection with a freedom of
religion issue. Belgium adopted an amend-
ment regarding freedom of expression. Aus-
iria altered its code of Criminal Procedure.

In addition, national eourts have invoked
or referred to the Convention in literally
hundreds of decisions.

With such encouraging and concrete guide-
ines before us, it would be reasonable to ex-
pect a period of progress lles ahead. The pres-
ent prospects, sadly, are quite the contrary.
Consider, for example, the status of the pro-
posal for a United Nations Commissioner for
Human Rights whose powers would be re-
stricted largely to tactful efforts to obtain
redress of grievances. Even such a modest
proposal has failed to win support at suc-
cessive sessions of the General Assembly, and
its prospects for adoption this year are dim.

Indeed, the most likely prospect for action
at the forthcoming session of the UN As-
sembly portends a serious setback. It could
well be a setback of far more serious conse-
quence than the highly unfortunate self-
denying rule adopted by the Human Rights
Comumission.

I refer to the attempts to place inhibitions
on international television transmission by
satellite. In this reaction of fear to a new
technology that can do so much to water
deserts of ignorance and misunderstanding,
we face a direct challenge to the right of free
access to knowledge.

In Belgrade two years ago, I ohserved that
“science has made it possible for man to live
bountifully upon this planet, but that only
man himself will civilize it and make it habit-
able.” There is no more urgent need than to
share and apply the knowledge man already
possesses.

There are large issues here; and real prob-
lems. Some fear that differences in culture,
values and language will disappear under the
impact of worldwide communications, Others
eagerly anticipate the discovery and appre-
ciation of the rich variety of the human
family. It should be possible to find ways to
avoid the fears of the first group while ful-
filling the hopes of the second, and far more
significant group.

Others point out that modern communica-
tions technology not only embraces system
for spreading knowledge over the planet but
also devices for invading the privacy of the
individual. Our experience is already filled
with far toco many examples of such per-
verted use. New and vigorous steps to pro-
tect the individual against intrusion In to
his private life and his personal choices most
certainly are ealled for.

But even though the same technology may
produce both, there is a world of difference
between bugging and broadcasting. We must
expect our statesmen to be able to make the
distinction.

All mankind will be the loser if nations
and their spokesmen look upon modern com-
munications capabilities and potentialities in
fear of what might be transmitted rather
than In eager anticipation of what can be
shared for the benefit of all.

We must not put shackles on what can be
the most powerful instrument sclence and
technology have yet placed in our hands for
building & community of nations and enrich-
ing the family of man.

Five years ago, at the United Nations Con-
ference in Teheran marking the 20th anni-
versary of the Declaration of Human Rights,
the representative of Australia declared:

“If the last twenty years may be called
the stage of definition, the next twenty years
may prove to be the stage of implementa-
tion."”

That states clearly the task before us.

A substantial body of international law
on human rights has been clearly defined.
It goes without saying that every government
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should be encouraged to ratify and, thereby,
become contracting parties to global con-
ventions and covenants covering human
rights issues.

But the crucial issue remains implemen~
tation.

We have fashioned and tested models for
bringing about compliance with an effective
body of human rights law. But, we have held
back timidly from making the earnest, sus-
tained effort at creating the truly interna-
tional institutional machinery of implemen-
tation that is required if the fruits of our
labors to date are to be harvested.

Pive of those twenty years already have
passed. There is no time to waste.

The efforts to build a more peaceful, more
productive world will succeed only if they
are fueled with passionate convictions about
the worth and the capabilities of the hu-
man spirit. The driving force behind the
search for world community must be a sense
of brotherhood, for, as the Declaration of
Human Rights resoundingly asserts, “Recog-
nition of the inherent dignity and of the
equal and inalienable rights of all members
of the human family is the foundation of
freedom, justice and peace in the world.”
Truer words were never spoken.

AvprEss BY FELIX HOUPHOUET-BOIGNY

Excelencies, Ladles, Gentlemen: It is my
pleasure, in the name of the Ivorian people
and its Government as well as personally
and in my capacity as Chief of State and
also as a man and a citizen, to add my wel-
come and my best wishes to those of Presi-
dent Boni for the success of the SBixth World
Peace through Law Conference,

Nothing indeed could better define the
goals of the Ivorian nation and its profound
character than the sponsorship under which
the elite of legal and juridical professions
meet today in our ecapital. If there is indeed
a heartfelt need within us of nobleness and
meaning, it is that of peace. This peace is
neither an abstraction nor a practical source
of ritual evocation but rather an essential
and concrete object of our most fundamental
aspirations and a renewed occasion for our
most well thought-out actions.

If it is, on the other hand, a conviction
which is important to us, it is this peace
which is the preliminary condition to any
progress and well being. If peace is to be
sincere and durable, it can only result from
the law, which is to say, the definition and
establishment of rules of harmony and reason
which govern the relationships among states
and among men and contribute to the pro-
motion of a greater justice.

As the important regulator of social and
international life, as the refiection of moral-
ity freely accepted by the majority, the law
should only be the instrument of justice and
of a policy whose first purpose would be to
foster the well being of all men and peace
among nations for the general interest.

We take into account, certainly, the im-
plicit difficulties in the realization and the
maintenance of such an ideal in a world
more often tempted by violence than by
tolerance.

After one of the most horrible wars in
the history of mankind, it is inevitable that
a more real harmony in the world must be
imposed. Barring a collective suicide, peoples
and government were no longer able to en-
visage the use of brutal force to resolve their
differences because of the huge accumulation
of destructive potential.

Since then and in spite, alas, of new con~
flicts, certainly more localized but too often
happening in a wounded third world, realism
combined with the deepest feelings of our
populations brought us to join the efflorts to
change what was often only a precarious
truce into a consensual coexistence and then
into a meaningful peace.

Moreover, the fabulous expansion of
sclence and technology used in a soclety
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eager for materlal comfort, but because of
this, ready for many excesses and disillusion-
ments, has very quickly ralsed problems
threatening certain balances existing at the
national level as well as values on a global
level.

In that regard, who will ever say enough
about all the future violence and revolts im-
plied by the arbitrariness and injustice gov-
erning today the means of production and
exchange and the distribution of the fruits
of development?

Peace, even if it is at first only the ces-
sation of armed conflict, 1s not solely that.
It is also and above all, concerned and dy-
namic action each day. The advent of a pa-
cific and happy world will only result from
a passionate and constant search which is
the only means to solve our most dramatic
common problems in a constructive and pro-
ductive way.

In this spirit, the goal of the law is not
only to ensure order and peace but also to
promote more justice in a society of nations,
corrupted by egotism and the arrogance of
power. If it is important that law contribute
to a reduction in the number of armed con-
frontations, it is essential that it increase
people’s awareness of the tragic conditions
of life of two thirds of mankind and the
awareness of the measures of fraternal soli-
darity and political realism to be taken before
it is too late.

I would like to emphasize that, as you
wish to participate in this daily construction,
you have chosen the best way, that is, a
concerted action as universal as possible for
the qguestions whose reality and urgency no
one can lgnore. Through concerted action,
you wish to propose rules, certainly incom-
plete, but also realistic and acceptable.

Your cooperation is the more valuable as
your daily contact with problems ralsed by
the interpretation and implementation of
substantive law, everywhere in evolution, and
your experience in the legislative, political,
administrative and diplomatic flelds, give an
irresistable value to your proposals. That is
to say how welcome you are in the Ivory Coast
which will always be a privileged land for
concerted action and cooperation, and how
much we wish the full success of your meet-
ings.

We want to be, indeed, a country of toler-
ance and dialogue not only because we are
convinced that we remain in the manstream
of the most authentic African tradition but
also because no other way can better prevent
conflicts, limit their consequences, and allow
the finding of their solutions.

To all of you who are our guests, we wish
an agreeable stay among us with the only
regret being that this large and construc-
tive gathering of people and ideas, of which
we have been so proud and happy to have
been able to organize, will be so brief.

Excellencies, Ladies and Gentlemen, I have
the great honor to declare open the Sixtieth
World Peace through Law Conference,

THE ENERGY CRISIS

Mr. CLARE. Mr. President, last week,
NBC News presented an excellent pro-
gram which outlined the many facets of
the energy problem now facing this
country.

Our national way of life depends on
energy, and what is called the energy
crisis threatens the daily habits of every
American. By giving an objective and
thorough analysis of our current situa-
tion and future prospects, NBC has per-
formed a valuable public service. Every
possible solution to the energy shortage
is controversial. Already the hunger for
energy is encouraging abandonment of
efforts to clean up the environment.
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In his State of the Union energy pro-
posals the President emphasized the crit-
ical need for increasing ene-gy supplies,
but skimmed over the effects of these
proposals on our land and air and water,
and completely ignored the potential for
energy conservation.

An editorial in yesterday’s Des Moines
Register points out the effects of the
President’s policy:

The energy policy announced Sunday by
President Nixon shows little imagination or
courage, but it may be politically realistic
for the short run. Most of Mr, Nixon's pro-
posals boil down to somehow providing more
fuel to feed the vehicles, generators, furnaces
and alr conditoners of an America bent on
consuming all the energy it wants with too
little regard for tomorrow.

Thus the President would encourage more
strip mining of coal, relaxation of clean air
standards, opening up of some U.S. Navy oil
reserves and a half-dozen other measures to
increase the supply of energy. He said little
or nothing about conserving energy—for ex-
ample by selective taxation or by rational
transportation planning.

No one who coughed or rubbed his eyes
or could not breathe during the recent
pollution alerts here can ignore the need
for improving air quality. Before gutting
the Clean Air Act, the President should
take a look at the alternatives. The dis-
tinguished Senator from Washington,
Mr. Jackson, said Sunday that a man-
datory allocation program for petroleum
products would make retreat from the
Clean Air Act unnecessary. I agree with
him.

We need to develop a balanced ap-
proach to energy policy. Environmental
laws should not be made the scapegoat
for energy shortages. We are not faced
with a simple choice between cold homes
and dirty air. We have other alterna-
tives—not in themselves solutions to the
energy shortages—but ways of seeing
that homes are heated. For the short
run, one of the best alternatives is a
mandatory allocation program. For the
long run, a clear alternative is a commit-
ment to the conservation of energy re-
sources.

Knowing the alternative is a prereq-
uisite for dealing with the energy prob-
lem. NBC did a very thorough job of
presenting the alternatives. The show did
not provide the answers. It did present
the questions. NBC should be commended
for this program, and for taking 3 hours
of prime time to present it. I ask unan-
imous consent that a transcript of the
program be printed in the Recorp. I am
sure it will be useful to everyone who's
concerned about the national energy
situation.

There being no objection, the tran-
script was ordered to be printed in the
REcorp, as follows:

NBC REPORTS—AN AMERICAN WHITE PAPER:
‘“THE ENERGY CRISIS™ :

These are some of the people who will be
seen on “‘The Energy Crisis™:

Public utilities executives/coal company
executives:

George O'Connor,
Power Company.

Charles Luce, Chairman of the Board, Con
Edison.

Eugene Luntey, Executive Vice Presldent,
Brooklyn Unlon Gas Company.

President, Montana
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David Fogarty, Vice President, Southern
California Edison,

Howard Allen, Vice President, Southern
California Edison.

Jack Horton, Chairman of the Board,
Southern California Edison.

T. L. Austion, President, Texas Utilities
Company.

Thomas J. Galligan Jr., President, Boston
Edison Company.,

William P. Reilly, President, Arizona Pub-
lic Service Company.

James R. Underkofier, President, Wiscon-~
sin Power and Light Company.

Alvin W. Vogtle, President, the Southern
Company.

Frank M. Warren, President, Portland
General Electric Company.

Edwin Phelps, President, Peabody Coal
Company.

Public officials:

Gov. Tom McCall, Oregon.

Mayor Ralph Troy, Monroe, Louisiana.

Sen. Edward Kennedy, Massachusetts.

Sen, Phillip Hart, Michigan.

Sen. Lee Metcalf, Montana.

Sen. Henry Jackson, Washington.

Gov, Edwin Edwards, Louisiana.

Gov. Tom Judge, Montana.

Robert Killian, Attorney
necticut.

Gov. Robert Ray, Iowa.

Gov. Robert Docking, Kansas.

Sen. Adlai Stevenson, Illinois.

Sen. James Abourezk, South Dakota.

Sen. William Fulbright, Arkansas,

John Nassikas, Federal Power Commission
Chairman.

Dixy Lee Ray, Chairman, Atomic Energy
Commission.

Rogers Morton, Secretary of the Interior.

John Love, Director, Energy Policy Office.

James T. Halverson, Division of Bureau of
Competition, FTC.

Jack Bridges, Joint Committee on Atomic
Energy.

Environmentalists:

Ralph Nader,

David Brower, President, Friends of the
Earth.

Larry Moss, Southern California Repre-
sentative, Sierra Club.

Edward Koupal, Chairman, People's Lobby.

Kit Muller, Executive Secretary, Northern
Plains Resource Council.

0Oil executives:

Joe Clements,
Twin Falls, Idaho.

Jay Mull, President, Mull Drilling Company.

Ron Peterson, Chairman of the Board, Mar-
tin Oil Company.

Frank Jungers, President, Aramco.

Jim Donalson, Witchita Wildcatter.

Frank Ikard, President, Petroleum
Institute.

Thornton Bradshaw, President, Arco.

Orin Atkins, Chairman of the Board, Ash-
land Oil Company.

John McLean, Chairman, Conoco.

Rawleigh Warner, Chairman of the Board,
Mobil.

Clifton Garvin, President, Exxon.

William Tavoulareas, President, Mobil.

Arnold Kaulakis, Vice President, Energy
Division, Pittston Company.

Ed Hopkins, Shell, Oll, Canada.

Newspaper editors:

Duan "Doc” Bowler,
Editor.

Aubrey Larson,
Publisher.

John Cole, Maine Times, Editor.

American Indians:

Dave Stewart, Chairman,
Council.

Alan Rowland, Chairman, Northern Chey=-
enne Tribal Council.

Bob Bailey, Secretary, Northern Cheyenne
Land Owners Association.

Academicians:

General, Con-

Independent Gas Dealer,

Billings Gazettle,

Bix Montana Weeklies,

Crow Tribal
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Daniel Columbia
University.

David Freeman,
Foundation.

Maury Adelman, MIT, Oil Expert.

M. King Hubbert, Geologist.

Ralph Lapp, Nuclear Scientist.

David Rose, MIT, Physicist.

Fred Hoffman, Rand Corporation.

Ron Doctor, Rand Corporation.

Stanford Field, Stanford Research Institute.

Herman Daley, Economist, Loulsiana State
College.

Foreign leaders:

King Falsel of Saudi Arabia.

Sheikh Zaki-Yamani, Minister of Petro-
leum and Mineral Resources, Saudi Arabia,

Prince Fahad of Saudi Arabia.

Fernand Spaak, Director for Energy, Euro~
pean Community.

Abd al-Rahman al-Atiqi, Kuwait Minister
of Finance and Oil.

Yahuhiro Nakasone, Minister of Interna-
tional Trade & Industry, Japan.

Gerald Regan, Premier Nova Scotia.

Ahmed Dousij, Director, Kuwait Planning
Board.

Hisham Nazer, President, Central Planning
Organization, S8audi Arabia.

Amir Abbas Hoveyda, Prime Minister, Iran,
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1. The energy crisis, . . . An American
White Paper. Copyright, the National Broad-
casting Co., Inc., 1973, all rights reserved.

2. Reported by Frank McGee.

3. Produced by Len Giovannitti,
Davis.

4, Written by Len Glovannitti, Fred Freed.

5. Directed by Darold Murray.

6. Field producers: Adrienne Cowles, Peter
Freedberger, Sandra Granzow, George Orick,
Marion L. Swaybill.

7. Correspondents: Richard Hunt, Walter
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(Reported by Frank McGee)

Kmng Faisan (in translation). We do not
wish to place any restrictions on our oil ex-
ports to the United States but as I men-
tioned, America's complete support of Zion-
ism against Arabs makes it extremely diffi-
cult for us to continue to supply the United
States petroleum needs or even to main-
tain our friendship with the United States.

Frank JunNcers, The reserves in Saudi
Arabia—are greater than all of those in the
United States and Russia and Chlna com-
bined.

MAaN. . .. up to the prices as they are now.

AnorHER MaN: It's impossible to buy gas.

MaN. Why? Merely because it's just a con-
spiracy and. . . .

Senator HEnNrY Jackson. If they know they
can just shut us down tomorrow obviously
their bargaining advantage is enormous. . . .

Maw. The government should do something
about it. Myself, I think it could be a con-
spiracy, too.

Womaw. Eleven gallons is all they'd let us
have.

Bell, SBoclologist,

Sociologist, Ford

Alvin
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InTERVIEWER. Going to try to fill up at
another station?

‘WomMmaN. Sure. We gotta get there.

Sen. James Apourezk. It's ridiculous to
talk about a shortage . . . when we have
thirty seven billion barrels of proven re-
serves of oil.

Woman. Really. I would lke to know.
Really what is bappening simply because the
simple reason of it is . . .

THoRNTON BrapsHAw (President, Arco).
©Oh, there's most certainly a shortage and
there will continue to be an oil shortage for
a long time to come.

INTERVIEWER. . . . exactly what happened
tonight?

Man. Well, we had a shortage, a power fail-

WomaAN. . . . If the choice is between a
refrigerator and surviving, them I think
that . . .

BrapsHAW. We've got to get used to lving
in a situation where we are short of all forms
of energy.

Woman, Everything seems to be running
out. Our electricity, they've got to get

BroNpE Woman. Electricity . . . when you
try to dry your hair, or turn on the air con-
ditioner and you get this low whirr . . .

Gov. Tom McCarr. And my wife looked at
me and she's very even handed and very
pleasant, At breakfast the next morning, just
growling, and said, one thing you're never
golng to take away from me is my dish-
washer . . .

Davip FReEemMAN (soclologist, Ford Founda-
tion). Energy efficiency has not been part of
anyone's thinking. Not the automobile in-
dustry. Not the housewife. Not anyone.

Ep HorFgrins (Shell Oil, Canada). We just
can’t survive without energy . . .

Womawn. There are not many that want to
go back to the horse and buggy . . .

HerMaAN DALEY (economist, Louisiana State
College). There is just something inherently
repugnant about an economic system for
there is no such thing as enough . . .

EpwArp KoUPEL (chairman, People's Lob-
by). Profit for profit's sake is not sufficient,

Howarp ALLEN (vice president, Southern
Cal-Edison). There’s no free lunch. Some-
body’s going to pay for it. And it's the con-
sumer that's going to pay.

ROBERT SaNsom (Environmental Protection
Agency). There is a tension between the
energy people and the environmentalists . , .

JAcK BrRInGes (Joint Atomic Energy Com-
mittee). By '85 we could have a real disaster.
It would be similar . . . almost like losing a
war.

DaroLD MUERAY. We do have a problem?

ManN. We do have a problem; yes. And I
think, well, I think the nucelar power plants
is one solution.

Rarpe Naper. The consequences of just one
of these plants having a catastrophic acci-
dent could be in ‘excess of the fatalities of
Hiroshima only this time it'11 be in the
United States.

BLoNDE Wonman. Maybe if it does became a
crisis and people get up in arms, the govern-
ment may have to step in, because . ..

Tom SCHWINN. The situation in Washing-
ton is absolutely horrible. There are over
sixty agencies and departments and commit-
tees in Washington working on the energy
problem and second to Watergate, it’s the
biggest show in town.

Frank McGeE. That's the way people were
talking this summer about the energy crisis.
We are going to be examining that crisis here
for the next three hours, One of the things
we will not do, in that time, is solve it.
Every part of it from the reason you ean't
get gas for your car to the guestion of whe-
ther or not we should build nuclear power
plants is complicated. Intelligent and honest
people disagree, even on the facts. But one
thing we are sure of is that we had better
try to understand as much as we can about

CONGRESSIONAL RECORD — SENATE

this crisis because we are going to have to
make decisions about it that involve great
risks and that are going to change the way
we live and the kind of world we are going to
live in.

This is what we are going to be dealing
with and it is neither simple nor easy.

Joaw Love. Well, I suppose crisis is a se-
mantic sort of argument. If you've run out
of gasoline over the weekend and there are
no stations open, there’s a crisis for you.

FrEp FrEED. What's the answer?

BrapsHAW (President, ARCO). I think
that's why they call it a crisis. We don’t have
the answer.

McGee. We are a high energy, technologi-
cally advanced, afiluent society, wasteful and
polluting. There are those who think that is
what we should go right on being, regardless
of the environmental cost.

StaNFoRD FieLp. (Stanford Research Insti-
tute). We think that the environmentalists
have exaggerated positions to advocate their
own position. We believe that unemployment
is too high a price to pay for cleaning up the
environment,

McGee. They say this: That our affluence
is built on growth. On using energy. That if
we stop growing, our economy will stagnate;
the poor will remain poor, we will have un-
employment; our living standard will de-
teriorate. Others argue that we are destroy-
ing our environment by using so much en-
ergy. That the price of using that much en-
ergy is too high. David Brower is one of these.

FrEp FreEp, Somebody said you were a
druid that worships trees and sacrifices hu-
man beings.

Davip Brower. (Friends of the Earth).
‘Well. That was Charles Frazier's definition
of the conservationists he classed as druids. I
think that he finally decided I wasn't one.
But, I don't mind being a druid of that kind
except that I would really only sacrifice the
people that don't like trees.

McGee. Mr. Brower believes we ought to
use less energy. He is President of the Friends
of the Earth.

Brower. We are friends of the earth, yes.
But we are friends of people who are friends
of the earth

Freep, Why have you opposed the Alaska
pipeline?

Brower. To have it come across Alaska of
course is I think environmentally unsafe,
and the other point that is very important to
bear in mind is that that resource isn’t limit-
less and we are not constrained right at this
moment in time, even though it is a little
hard to get all the oil we want for our own
conveniences, we're not constrained to use it
up in our time.

McGeEe. In a way, the pipeline across Alas-
ka was the test in the struggle between the
environmentalists and energy producers.
Sides were taken. The lines were clearly
drawn.

At Prudhoe Bay in Alaska, on the north
slope, they discovered the biggest oil field
on the continent. It could produce, they
sald, two million barrels of oil a day. The
o0il companies wanted to build a pipeline to
bring that oil to the lower forty-eight states.
David Brower and the other environmental-
ists fought them. They sald it would destroy
the tundra, kill the caribou because, they
said, the caribou wouldn’t cross the pipeline.
They delayed the pipeline for five years. They
still oppose it.

Brower, That oll is there. It's been there
for a long time. We should take it out very
carefully by the best method we can devise.
I would say we found it and for Alaska's ben-
efit, for the culture up there, we must do
something that isn't as disruptive to wilder-
ness, to environment, to our own culture
here, as their proposal, which is to hurry
and use it up.

McGee. The energy producers say if you
protect the environment at the expense of
energy you will finally destroy the economy.
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They say we have to have more coal, gas,
ofl...

JacK HorTOoN (Chmn. of the Board, SBouth-
ern Cal. Edison). This country runs on
energy and if we put environmental concerns
forward so predominantly that we have a
severe shortage of energy, then the country
is not only going to suffer economically but
they'll suffer environmentally.

Brower. It's costing the earth something
every time they want added conveniences.
And it's not only costing the earth something
but it's going to cost their children and
theirs on down the line.

McGeE. So we find in the course of these
next three hours that we come again and
again back to this basic difference. Back to
the choices it involves and the cost of those
choices. The cost of cleaning up our environ-
ment. Of using less energy. Of using more
energy. The cost of having a nuclear power
plant or an cil well or a strip mine on land
that was once used to graze a cow or have a
picnic.

The cost of dirty air and dirty water. The
cost of cleaning them up. These are the
decisions we are going to have to make.

THorRNTON BrabsHaw, It is going to cost
you very much more to drive your car because
you're going to get much less mileage out
of & gallon of gasoline. And that gallon of
gasoline is going to cost a good deal more.

Brapsaaw. But the important thing I think
is that the American people come to the
realization and I think they are coming there
quite rapidly, that the profiigate use of en-
ergy is not a good way to live. Not only be-
cause they are depleting a resource which is
not replaceable. Because it just leads to a
way of life that in the long run is not ae-
ceptable.

Freep. To meet the energy crisis right at
the moment would you faver temporarily
lifting some of the environmental restric-
tion?

Brapsaaw. I would indeed. Only because
I know of no other answer.

McGee. Thus, we are continually con-
fronted with the need to decide. We need en-
ergy to drive our cars. To run our air con-
ditioners. To wash our clothes, We even
need energy to clean up the environment.
We don't want a new refinery near us. We
don't want oll to be drilled off our beach.

Davip FrREEMAN (Soclologist Food Founda-
tion). I guess you're really asking the ques-
tion where do we put the skunk works. We
still have a demand for skunks. Well the
first thing I think one does is attempt to
clean the skunk up to the extent that one
can. But putting that guestion aside, you
finally are left with the realization that we
need energy production projects. And they
have to be placed somewhere. I think that.
That we have to recognize that it's the en-
ergy that's causing the pollution and we
can't turm back. Sure, this is, it's much
more complicated to have an energy system
that’s clean than dirty and this is why I
sald earlier that switching from dirty to
clean is a painful thing. The only thing
more painful is not switching.

RAWLEIGH WARNER. (chairman of the
Board, Mobil). I think we all have to come to
grips with everybody’s desire for cleaner air
and cleaner water by way of understanding
what it's going to cost and assessing and
establishing how much we're prepared to do
at what cost. Now I think the consumer de-
serves to understand what the price is. No
environmentalist is prepared as far as I can
see to say this is what we ought to have and
if we achieve this there is this price to be
paid. The price Is either in an increased cost
in energy, or certain people are going to have
to go without certain forms of energy.

McGeE. Both sides agree there is a crisis.
That it has been compounded by our in-
creased consumption of energy doubling
every sixteen years ... one-third of the
world’s total consumption of energy. But
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that's all they agree on. The environmental-
ists say we must limit the ways in which we
produce energy to save our environment. The
energy producers say that unless we produce
more energy, suspend at least temporarily
some environmental restrictions, we will de-
stroy our society.

What are we willing to pay? For clean
energy. For clean air and water. For growth.
For affluence. We are dealing in this energy
crisis with choices. With option. With de-
cisions we are going to have to make it is a
crisis whose resolution one way or the other,
is going to be up to us.

Franx McGEeE. Coal. They used to call it
King Coal. Then, because it was dirty and
hard and dangerous to mine, people began
to use other fuels. But, as it turns out, coal
is the only fossil fuel we have plenty of and
in the near futue, we may have the tech-
nology to make it economically, into gas and
oll, S0 now, in this energy crisis we have be-
gun to look at it again . .. with its prom-
ise ., . . and its problems.

McGeE. This Is eastern Montana. Cattle
country. The last open range.

WaLLY McRAE. (Rancher). This is part of
my winter pasture and most of the land that
you can see here is slated for strip mining.

McGee. In the next half century, they ex-
pect to strip sixty million tons of coal from
under the surface of this land.

McRAE, It bothers me to think that some
day this country that I know and have
worked and ridden and been over most of
it, is going to be turned upside down. Turned
intoe spoil banks and electric lines and rail-
road tracks, and cars and trucks. People and
gasification plants and liquification plants
and steam generating plants.

Frep Freep, How do you assess the opposi-
tion of some of the ranchers out there?

GEORGE O'ConNNoRr.  (President, Montana
Power Company). Oh, there are people down
there who are against any development. I
can understand that. If I had a twenty
five thousand acre kingdom down there and
I had a reasonably good economic setup and
8 pretty good life running that ranch, I
might resist change, too.

McRAE, I think that he's right. I kind of
like living on my little kingdom. I think that
the coal company man or the energy coms-
pany man that told you that a kingdom of
his own, and I think he'd fight and scrap
and just like I'm doing to save his kingdom.

McGeE, Wally McRae's kingdom is the
Rocker Six Cattle Company. A twenty seven
thousand acre ranch. Custer crossed it on
his way to the Little Big Horn. It's hot in the
summer. Cold in the winter. A dry, barren,
much loved land.

And underground, the coal. The coal coun-
try stretches from Saskatchewan in Canada
acroes Montana and the Dakotas into Wyo-
ming.

It's called the Fort Union Basin. The rich-
est coal deposit on this continent. Enough,
some estimate, to last five hundred years.
For » long time, no one wanted it. People
used oil, natural gas, electricty. Coal sup-
plied only 13% of our energy. What changed
everything in Montana was this: The 1969
National Mine Safety Act doubled the cost of
deep mining coal. The Clean Air Act of 1969
prohibited the use in many places of high
sulfur, dirty coal, like much eastern coal.
And we began to have a fuel shortage. The
rest of the country began to meed Montana
coal. This is the Montana Power Company’s
Western Energy Mine at Colstrip . . . about
twenty miles north of Wally McRae’s ranch.

Freep. Someone sald, we have it good here
in Montana. Why spoil it?

O'Cownor. All of eastern Montana for
many years has been a depressed area. The
counties we're talking about where the coal
is, has consistently lost population since I
think about 1920.

Maybe that's good. But from the stand-
polint of the business man who is trying to
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make a living on the street selling groceries,
I don't know that he's golng to applaud
that so much. I'm sure the poor devil that
starved out there didn't think it was very
good.

Freep. A lot of people have said Montana is
being asked to do something for the rest of
the country which brings no real good to
Montana.

O'Connor. We aren't a foreign country
out here that should have embargoes on
things that come in from other coun-
tries or restrictions on the things we can
contribute.

Freep. How much of an area are you min-
ing?

O'Connor. Well, we have leases of about
twenty-two thousand acres in that particu-
lar part of Montana but we mined about, the
most we have mined is about one hundred
twenty acres in a year.

McGee. When they mine in Montana they
mean strip mining. They talk about “dis-
turbing” the land.

This Is what they mean.

In this kind of mining, the machines do
the work. The men work in safety and
health. Only the land is disturbed.

In the East, you may find a forty inch seam
one hundred eighty feet down. Here, thirty
feet down the seam may be fifty or one hun-
dred feet thick. This year, they will strip
mine about sixteen million tons of coal.
Over the next fifty years, sixty billion tons.
The coal companies say to do this, they will
have to disturb only about one hundred
thousand acres of grazing land.

Environmentalists don’t believe them.

EKrr MuLrLEr (environmentalist). Thus far
in the state of Montana, over a million acres
are under lease. A million acres of coal.

Freep. Is there talk that the million acres
will be actually mined?

MuLreEr. There are only four active mines
in the state now and a fifth that may be
opening up. Other companies have expressed
interest in opening new mines but we have
no clear notion at all, I don’t think anybody
in the state has any clear notion of what the
long range plans are of the eighty seven odd
corporations that presently own, that have
leased coal mineral in the state. I don't think
anybody in the state can answer that ques-
tion. I wish we could.

McGee. Kit Muller., Second generation
Montana. Harvard '72, Secretary of the North
Plains Resource Council.

MuLLER. From our point of view, given the
size of the resources and the percentage of
it that can only be retrieved by deep mining,
we feel it preferable if deep mining was
brought Into the area rather than strip min-
ing.

Freep. Why isn't there any deep mining?

O'Connor. Well, we've had deep mining in
Montana. Right now, it isn't very active. . .

It simply became uneconomic. It was non-
competitive. . .

Freepn. If the cost of reclamation went up,
would it make deep mining economical
again?

O'Conxor. It would have to go astronomi-
cally high. It's hard to conceive a reclama-
tion going that high.

McGee. Mining on the surface, unlike deep
mining, is cheap, safe and efficient,

But in West Virginia, Eentucky, Illinois,
strip mining destroyed the land. Left Is
scarred, broken, useless. Like each source of
energy we will look at in this program, coal
presents us with unpleasant choices.

We are going to look at those choice in
Montana. The crucial questions are these:
to what extent will mining be followed by
plants generating electricity, liquifying or
gasifying the coal? What many people in
Montana worry about is that extensive strip
mining will destroy what they see as a spe-
cial way of life. If the land is to support wild
life, hunting, cattle, it will have to be re-
claimed, restored after the coal is stripped.
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Freep. Can this land that is being stripped
be reclaimed?

MuLLER. Thus far, there is no hard, scien-
tific information.

Freep. What's your guess?

MurrLer. With sufficlent funding and with
sufficient time, probably twenty years, this
land could probably be reclaimed. I'm in-
clined to think that it won't be reclaimed.

The plains country is very fragile. It has to
be treated with respect and if you rip it all
up ... no one knows what the long range
consequences will be.

McGee. This is the Big Sky Mine of the
Peabody Coal Company, a subsidlary of the
Kennicott Copper Company. Environmental-
ists have called Peabody the “worst” com-
pany. Peabody says it's going to be the “best”.

Freep. Is there any land here where Pea-
body’'s been mining in Montana that can be
called reclaimed yet?

Gene Tuma (Peabody Coal Company). No.
We just simply haven't been here that long.

Freep. What's the cost of that kind of
reclamation?

Tuma. We have stated to the State Bureau
of Lands that it will cost as much as sixty
five hundred dollars per acre.

Freep. You've spoken of spending large
sums of money. I believe it's six thousand
dollars an acre Lo reclaim strip mined land
in Montana. Why is it worth it on land that
sells for twenty dollars or thirty dollars an
acre?

EpwiNn PHELPS (President, Peabody OIil
Company). Well, let me say I never, I don't
believe I was ever gquoted as saying it was
worth spending the six thousand. I think
that it does, if that's what the law requires
us to do, then we must do it according to the
law,

And to spend that much on it is not an
economical way to reclaim it. But that's the
law and so therefore we must live with it.

McGee. If Montana is the west of wide
open spaces, it is also the west of the dying
small towns., Young people are leaving this
part of the state. The population is declining.
In some places, forty percent are unem-
ployed. They complain about a shortage of
doctors. Inferior schools. A stagnant econ=-
omy. Many believe the coal must be mined
if there is to be progress and development.

Jma PosEwiTz., My question with progress
and development these have been corner-
stones of our society. Our conversation, at
least. The question is where are we progres-
sing towards and what are we going to try
to grow into? And it's very difficult for
somebody to answer when you say, show
me the optimum quality of human life.

Where is it? And I think it's pretty close
to where we are here in Montana.

McGee. Thus, what is an energy crisis for
coal users in Duluth, Hammond and Seattle,
is a crisis of lifestyle in Montana. A struggle
is going on over how the land will be used.
And for whom. Many feel the decision, once
made, may be irrevocable.

At the state capital in Helena, development
along with legalized gambling, is the hottest,
and most ambiguous issue for Montana poli-
ticians.,

Governor Tom Judge is strongly for tough
environmental controls.

Governor Jupce (Montana). We feel that
if this mining is to proceed, it must proceed
only with very stringent regulations.

McGeE. Governor Judge is also strongly
for development.

Governor Jupgk. I think that strip mining
could create some badly needed jobs in our
State. It certainly will mean some revenue
to State Government,

McGEeEe. The legislature is divided. A bill to
ban mining was beaten. A strong . ..

- - - -

+ . » the demands of the rest of the country?
Goers. That’s the sixty four dollar gues-
tion.
McGeE, Sixty percent of the coal land 1s
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owned by the Federal Government. Most of
the rest is owned by the Burlington Northern
Railroad or the Indian tribes. The decisions
Washington makes will be crucial.

Freep. John, you said that you worry about
what Washington bureaucrats will do, the
decisions they’ll make that may sabotage
the protection programs Montana has under
way?

Goers. The administration’s proposed rec-
lamation bill would take away the privilege
of any State imposing reclamation standards
more strict than that which is carried in a
rather weak reclamation law at the Federal
level.

And if the administration’s bill comes,
goes through, it will be out of Montana's
control.

Rocers MorTon (Secretary of the Interior).
Obviously, when development takes place in
an area that has not been developed there is
a great feeling of resistance on the part of
the people affected.

McGEeE. On a day in July, the Secretary of
the Interior is flying over Montana, Below
him, he can see the cattle ranches . . . and
the strip mining.

MorToN, If you carry the environmentalist
point of view to the end point you would
cut off the switches. You would turn off the
valves. You would discontinue a highly so-
phisticated Industrial civilization. On the
other hand, if the developer proceeded with-
out any environmental controls, we would
desecrate the environment to where the
guality of life would just deteriorate in this
country. So there has to be, I think, a meet-
ing of the minds . . . and this is going to
take some doing.

McGee. The Indian lands, where much of
the coal Is in Montana, are divided between
two tribes. Four thousand two hundred Crow
live on a reservation of a million and a half
acres.

Five coal companies have leased two hun-
dred thirty five thousand acres for explora-
tion.

To the East, on four hundred thirty seven
thousand acres live two thousand five hun-
dred of their ancient enemy, the Northern
Cheyenne.

Over half of that land is committed to
exploration by the coal companies,

Sixteen thousand acres have been leased by
the Peabody Coal Company to begin mining
operations. The Northern Cheyenne have pe-
titioned the Department of the Interior to
cancel these leases.

MarroN SwAYBILL, Why do you want to can=
cel the leases you made with the coal com-
panies?

Araw RowLAND (Chairman, Northern Chey-
enne). Well, for one thing, they don't offer
us enough money and another thing is In-
dian Bureau didn't comply with all the reg-
ulations,

BwaysiLL. Do you think you were cheated?

Rowwranp. I think so. You bet.

PueLps. We didn't make the deal with just
one man. We made it with a tribal council
and it was, at that time, it was their opinion
that they needed this. They wanted the
money, the income and so forth from coal
development. It was at a period when coal
wasn't as valuable in people’s minds as 1t is
today.

They didn't realize the future of it. So, we
were the first ones in there and we did get a
better deal than maybe some of the later
ones got.

Say, I'm not ashamed of the deal we made
with the Cheyennes. I think it was a fair deal
for them and it was a fair deal for us.

Bos Bamey (Northern Cheyenne Land-
owners Assn.). The lure that was used in that
first initial approach was money, certalnly
our people here are in need of money.

The scenery that we see right now is not
going to be the same In ten, fifteen, twenty
years from now. All we're going to be looking
at out here is spoil banks, rock piles. The
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other change I foresee is the lifestyle of the
people is going to change overnight.

McGee. It's expensive and inefficient to
ship low heating Montana coal East. It would
be more profitable if the companies could
build electric power generating or gasifica-
tion plants at the mine mouth. The first ones
are already being built.

Baney. In the energy conversion plants
that are being planned by some of the coal
companies there is an estimate twenty or
thirty thousand people that will all come
into the reservation.

Now, if we expect thirty thousand people
into the reservation as compared to the two
thousand five hundred Cheyennes that live
presently on this land, the Cheyennes them-
selves are certainly going to be minorities . . .
on their own piece of land.

This coal development ultimately is going
to be the final demise of the northern
Cheyenne.

SwavysiLL, What if a vote was taken to-
morrow on the coal issue here on the reser-
vation?

Baney., Well, I'm sure it would be pro
development.

McGee. The other tribe, the Crow, live
across the western border of the reservation.
They are for development.

They want it as soon as possible.

Dave STEWART (Chalrman, Crow Tribal
Councll). Our potential is such that we
can't sit back here and let the wheels of
progress go by as we sit back and depend on
our natural Indian culture. We can't do that.
We must progress with the outside world.

McGee. The most serious doubts come
from outsiders, environmentalists . ., , And
state officials.

FrercHER NEwsY (Director, Environmental
Quality Counecil). The Indian land is really
obviously a problem, The state in terms of
legislation has practically no jurisdiction at
the present time over what happens on the
Indian reservation.

FrEED. Isn't it true that if it happens there
it would be hard to really control it in the
rest of Montana?

Newsy. In a word, yes.

McGEE. The real issue as many people in
Montana see it, is not reclamation, which
they say makes good Eastern cocktail con-
versation. The real issue, they say, is the
people who live in Montana. Is coal going to
be good for them or bad for them? And how
can they control the mining, and the proc-
essing and generating plants that will fol-
low, so that it will be good for them?

Doc Bowrer (Editor, Billings Gazette).
We think the coal is going to be mined.
Our opinion is that there should be some-
thing left when they get done, for Montana,
besides a hole in the ground.

Freep. Do you trust the coal companies
to do what's best for Montana and the en-
vironment?

BowLer. I trust them to obey the law as
long as somebody's there to enforce it.

FreeEDp. There's been a kind of a tradition
in Montana of taking from the state and
taking from the land and not giving much
back hasn't there?

BoweLer. I think that's a fair statement of
what they've done. It's not new. This has
gone on for well since the fur trappers came
out here I suppose. The way the west was
won.

Auerey LarsonN (Newspaper Publisher),
Our property taxes are the highest of all
eleven western states. Our income tax is the
highest of the eleven western states. Our per
capita income is near the bottom of the
eleven western states. And sure, these are
established facts everybody knows it. And I
say that maybe we'd better start doing
something about it. And coal is one way. One
place to start.

FrEeEp. You're not worried about all these
new people coming in will change things?
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LarsoN, Now. Why be scared of change?
Sure, it's going to change. We feel for the
better,

McRaE. I think the answer to that is to
take a look at Appalachia. I don't think that
the coal development in Appalachia over the
long term has done anything but make their
situation worse.

Freep, Wouldn’'t it though create for now
new schools, more doctors, and things like
that?

McRaE. I think so. And also more lawyers
and more sociologists and more policemen
and more social workers and certainly more
doctors if the air quality gets bad. I couldn't
agree with you more.

McGee. The coal companies have been
buying leases to explore or mine wherever
they can. The ranchers in Eastern Montana
are deeply divided over whether they should
sell the coal rights or not.

Marcus NancE (Rancher). Basically, the
conflict is whether you have coal under your
land or you don't have coal under your land.
Those ranchers that do have coal either for-
tunately or unfortunately as you might look
at it, can derive great economic benefit from
the coal that is under the land.

SwayennL. Do you own the coal rights
to your land?

Nance. We own coal rights to approximate-
1y, my family and I, to approximately six
thousand acres of coal rights.

McGee. Estimates of what six thousand
acres of coal will bring vary between forty
and sixty million dollars.

FrEED. Do you own the coal rights to your
land?

McRae. No.

Freep (VO). Wally are you going to sell
out?

McRae. No. I might get forced out but
they better come with a big gun.

One of the people from Peabody told me
that I could sell out and make more money
and I think he's probably right. And I told
him, my granddad came into this country in
the 1880's and I was sure that several times
during his time in this country he could
have sold out and financially benefited him-
self. But, I asked this guy from Peabody, I
said, if my grandfather had done this, if he
had sold out, where would I be now?

McGee. The mining has begun. Most peo-
ple in Montana think it's inevitable. They
want to make it as painless for themselves
a8 possible. They want to make the payments
in terms of protection and benefits to them-
selves as high as possible. That will mean
higher costs and less power and fuel in some
other parts of the country. How do you weigh
heat for a house in Duluth or a school in
Hammond or & kitchen in Seattle against a
unique way of life on twenty dollars an acre
land in Montana. Is this way of life really
being threatened or is this a fantasy of the
ranchers and the environmentalists? How
much of the coal money will find its way into
the pockets of people in Hardin and Forsyth?
How do you balance the needs of environ-
ment against the needs of energy?

This is a question we will be asking over
and over in these three hours. It is in many
ways, the crucial question, It goes deep. It's
a profound question.

It asks us to examine who we are. What
life is about. What man’s purpose is.

Franx McGee (SOF). We used to think
we had all the electric power we needed. But
now, we are running short of ways to make
it. There are no more dammable streams and
coal pollutes and oil has to be imported and
is expensive.

And we keep using more and more elec=
tricity. Dishwashers and air conditioners have
become necessities. Business needs comput=
ers. Factories need automation. Electricity
has become an indispensable part of our
lives . . . and we can't get enough of it any=-
more.

Howard Allen is Vice President of Southern
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California Edison, the 4th largest operafing
electric utility in the country.

He believes people ought to be able to use
electricity for the things they want.

Howarp ArLLEN (Executive Vice President,
Southern California Edison).I think that the
public authorities, the public in general, are
beginning to realize that energy is basic to
our soclety and that electric energy is an
absolute necessity to our way of life today.

Davio BrRower (Friends of the Earth). They
really for one thing should make a concerted
effort to get people to use less energy.

Frep Freep. You're saying we are facing
& choice between preserving our environment
or preserving our high energy lifestyle?

Brower, Yes, I think we very much are.

ALLEN, If we don't have energy this coun-
try is going to be in real trouble which is
going to affect jobs, tax base and life styles
and even the national security of the Nation.

McGee. Thus, the issue is joined. It is &
basic decision we have to make about our-
selves and what we want. Electricity is the
biggest business in the country.

Half again as big as the oil business. The
question is whether it should get bigger.
In 1972, the Rand Corporation did a study
of Callfornia power needs for the National
Science Foundation.

RowN Docror (Rand Corporation). What we
found was that electricity was growing and
supposed to grow about seven times the 1970
consumption levels by the year 2000.

Docror. That seven times more electricity
means & growth of about 600 percent in
household use of electricity. A growth of
1100 percent in commercial use of electricity.
And a growth of about 300 percent in in-
dustrial use.

McGee. Edison serves 7,500,000 people in
Southern California in cities around Los
Angeles. They have had no bad shortages yet.
But they say unless they can build more
power plants that won't last.

ALiLEN. If you don't have the generating
capacity, you can't supply the kilowatts.
You're going to have a power shortage In
Southern California in 1975 and 1976.

ArrEN. It won't be a blackout like New
York's barring some unforseen catastrophe,
but it will mean interrupting certain cus-
tomers one, two, or three hours in certain
sections and then moving to other sections.

Browegr. The thing they should do I think
is really make a much realer effort to per-
suade the public to use less. It is a very hard
thing for the American system to do.

Man. I just don’t understand 1it.

‘Woman. I can’t understand it.

Man. Why is our electric bill so high?

Woman. Maybe I forgot to pay the last
bill.

Brower, It just goes against the grain. But
here the alternatives are so environmen-
tally bad that I think they've got to do it.

ALLEN. I think each individual has his own
value judgments as to what he thinks is im-
portant to his standard of living and way of
life.

Man, I thought I asked you to keep this
plugged in?

WoMAN. Sorry.

Brower. I think that anyone who's liv-
ing on a finite earth is unreasonable if he
refuses to admit its finiteness and that is
what they are refusing to admit.

Man. Jane, have you been leaving the light
on in the basement?

Arrew, You can't build a power producing
plant today without some adverse effect on
the environment.

Brower. They are somehow expecting a
spare one to be shipped out when we wear
this one out and I don't think it's going to
happen.

FrEED. What would you say to someone who
is now talking about having an all electric

kitchen? Would you tell him not to do it?
Jack HomToN. (President, S. Calif. Edison).
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Oh. No. We wouldn't tell him not to do it.
We'd tell him that it's their cholce.

McGee. Jack Horton is Chairman of the
Board of Edison. He doesn't think Edison can
tell its customers what they should use
electricity for, He doesn't think they should
try

Freep. The waste isn't the reason we're in
this power crisis?

Honrron. I think not.

I think the main reason is this: essentially
you have to have two things to produce
energy. Number one is a power plant.

And number two is fuel, The major power
companies in the United States have had
great difficulty in the last few years in build-
ing new plants.

ALLEN. In 1969, Edison Company had five
plants under construction. Today, we don't
have a single plant under construction and
in the last three or four years, we've grown
about 21; kilowatts.

We have six projects on the boards. Five
of the six of those plants have been delayed
anywhere between a year and 21, years.

You have to consider whether or
not the environmental benefits that result
from holding up the construction are of
total public benefit more than letting the
construction go forward.

Brower. It's sort of good for their con-
science, it's good for their technology that
they have to find better ways.

ALLEN. We realized that we had a number
of oll and gas firing plants in the Los Angeles
Basin and the air pollution problem was
critical and even before they passed laws
that said you couldn’t build any more plants
here, we decided that we better get out of
here just from & public relations and public
responsibility standpoint.

We decided to build a coal plant
there where the air was not burdened by
other pollution, where the atmospheric con-
ditions were such that it would be blown
away and dissipated. We were welcomed by
New Mexico because of the jobs and the tax
base and the great benefits economically to
the Indians.

Then the environmental crunch came
along. They looked upon us as outsiders using
their clean air and their water to supply
energy to Southern California. So that we
were great heroes in the early sixties.

But today, they are putting in more and
more controls and saying in effect, we don’t
want you here anymore.

McGee. Recently, to avold California en-
vironmental restrictions, Edison applied for
the right to build a coal fired power plant in
the desert at Kaiparowitz, Utah. They were
turned down by the Secretary of the Interior.

RoGeErS MorTON (Secy. to the Interior). We
should not concentrate a whole group of
power plants in the desert simply to take
care of metropolitan communities 500 miles
away in order that those communities can
meet their air standards.

Freep. Without Ealparowitz, you would
have to use oil wouldn’t you?

HorTON. Use oll or nuclear,

Freeo. Well, at the moment, you're having
some problems with nuclear?

HorToN. Yes, indeed.

Freep. If you had to use the oil, you would
have to get it from abroad?

HorToN. As the matter appears today, yes.

McGee. The oll would have to come from
abroad because it would have to be low sul-
fur oil to meet environmental standards.

Some of it would have to come from the
Middle East. The price of Middle East oil has
doubled in the last two years.

Edison says the solution is to relax the
rigid standards of the Clean Air Act.

HorTtoN. I think that's the only thing we
can do for the alternative is going to be
chaos,

Freep. And you think the environmental-
ists will have to accept this?

HorToN. For a temporary period, Yes.
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McGee, But environmentalists do not ac-
cept this. They say we cannot survive in the
kind of environment it would create.

‘They say there are other answers. We
should use less electricity.

We should find a way to transmit power
from one part of the country to another
where it's needed.

CHartes Luce (chairman, Con Edison).
There are lots of environmental objections
raised in building transmission lines.

It would be necessary to construct a much
larger and heavier national grid.

It will cause, I would say, as much environ-
mental objections and as much litigation,
maybe more, than is eaused by construction
of power plants. And this is because people
who live along the line don't want the line.
They say, put it somewhere else. Well, of
course, somewhere else is next to someone
else.

Freep. Is nuclear energy the only practical
alternative?

Avren. I think that in the long run nuclear
energy is the answer to the energy needs of
the nation.

FreEep. What do you say to the scientists
who argue that they are not safe enough?

ALLEN, I say this. There's risk in everything
we do. There's risk when you drive here on
the freeway.

RaLPpH NapEr. We are convinced that there
is overwhelming sclientific evidence that the
lives of millions of people in this country are
being subjected to wholly unreasonable risk
by the continued operation of the nuclear
power plants,

McGee, Ralph Nader and the Friends of
the Earth asnnounced that they were suing
to close down Edison's nuclear plant at San
Onofre and twenty other plants.

Naper. Each of these plants contain a
quantity of radioactive material, equivalent
to the fallout from several thousand Hiro-
shima-sized nuclear weapons. Yet, the safety
systems are crude and untested.

Freen. It is sald that the emergency core
cooling system used in nuclear plants has
never been successfully tested. Is that true?

Davip Focarty (Vice President, So. Cal.
Edison). I think yes. In effect that is true.

Freep. How then can we be sure that the
emergency cooling system is safe?

FocarrY. The way in which we approach
that is to test the various components of the
system as individual pieces and then as sub-
systems right up to the point of injecting
the coolant water into the reactor vessel.

Freep. And to your satisfaction you feel
that it is safe enough and the risk is small
enough to go ahead?

FocarTy. Oh certainly.

McGee. The risk they are talking about is
this:

That the emergency core coollng system
would fail.

That the hot, radioactive material would
melt through its container. That it would
spread into the ground and water.

HorTOoN. We don't think there's a matter
to worry about in the sense that we don’t
believe according ‘to my technical people
that a meltdown at San Onofre or any other
modern nuclear plant . . . is a realistic
possibllity.

Brower. Well, I like John Gofman's line
here. He says people who make a claim like
that are like a person who built a wooden
house yesterday and say it feels perfectly
secure because it hasn't burned down yet.

McGeEe. If the emergency core cooling sys-
tem falled, if there were a melt down, some
scientists think an area half the size of
Philadelphia might be contaminated. One
hundred thousand people might die.

Dixy Leg Ray. There is no industry that
the world has ever known that has had such
safety features bulilt into it. And there is no
activity, no industry, no technology that hac
ever developed such stringent rules for
operation.
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Henny EEnpALL (Nuclear Physicist, MIT).
There is a large majority of the reactor ex-
perts that the AEC relies on who have the
most serious doubts about these sefety
ASSUTANCES,

‘We have hundreds of documents that have
been suppressed by the AEC whose sources
is the safety community and these demon-
strate very clearly that the controversy over
the AEC's claims is very deep and very
serious.

McGee. On the subject of nuclear safety
there are few facts of one expert that an-
other expert does not dispute. But this much
is clear.

There are risks. From a meltdown. From
sabotage. From an outside catastrophe. From
the nuclear waste they create that cannot
be safely disposed of for thousands of years.

What is in dispute is how great these risks
are. And what we ought to do about the nu-
clear plants.

BrOwER. My own personal feeling is that
they should all be closed down until their
safety can be demonstrated.

Arrew, We've got twenty nine nuclear
plants operating in the United States. No one
has been killed or injured in a nuclear plant
operating for peaceful use of electricity. The
problem is that they say, well, can you say
positively, this won't happen and you can't
say positively it won't happen.

You can say, we have designed these
things to the point where there's one chance
in ten thousand or a hundred thousand years.
I say, that's a pretty good chance when you
consider the alternatives.

McGeE. On a day In July, the Presidents of
six electric utility companies sat around a
table In a hotel room In New York City, and
after lunch, talked about their problems.

FrEED, What you gentlemen have described
has not been an energy crisis but really an
environmental crisis.

You describe the impact of the new envi-
ronmental thinking in your business.

It is fair to say that that is your view of
what it 1s?

THoMAs GALLIGAN, Jr. (President, Boston
Edison Co.) The answer to your question
is yes. Where the crisis is too strong
and where it's suddenly a major significant
problem that's been brought on by changes
in priorities involving the environment that
exists in the United States. There's no ques-
tion.

Freep. If these environmental considera-
tions did not exist, you would be meeting the
growing demand?

GaLLigan. The answer to the question is

es.
s But I don't think, at least speaking for
myself, I don’t think we should say that we
want to go back to the old days.

FrANK WARReEN (President, Portland Gen.
Elec. Co.). They will tell you at one time, you
must clean up the stack 97% and you order
the equipment and you engineer it and you
install it and before you have finished, they
have changed it to 98.5%. All right, it takes
an entirely different process to do that. So
you've spent your money and you still haven't
met the standard that you tried.

James UNpERKOFLER (President, Wisconsin
Power & Light Co.). Maybe we in our genera-
tion have been over indulgent in respect to
what technology can do but.

I think the younger generation is not yet
fully appreciative of the real options we have
and the fact that technology is going to solve
this situation,

WagrreN. I think it's fairly useful to say it's
a crisis of decison making more than it is
anything else.

McGeE. If we decide to use more air condi-
tioners, frost free refrigerators, washers,
dryers, computers, automated machines . . .
than, however, efficlently we operate those
machines, we will still need more electricity
and we will have to find ways to get it.

We can get it from nuclear power, If we
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do we will take risks to our safety that may
be very great.

We can get it from coal. If we do, the
power companies say we will have to lower,
temporarily, environmental standards,

We can get it from oil. If we do, we will
have to buy that oil In the Middle East, It
will be expensive. It will effect our balance
of payments. It may prevent our using ofl
for something else.

In the long run, we will probably be able
to get the power in other ways. Some geo-
thermal. Gas from coal.

Oll from shale. Nuclear fusion. But for
now, our options are limited, and we will
have to choose among them, and the price
we pay, whatever we choose, will be high,
uncomfortable, and perhaps painful.

FraNK McGee. Once, we deliberately
burned up natural gas because we thought it
was useless. Then we found it was cheap,
clean and efficlent as fuel. In the fifties and
sixties, we thought it was the solution to
our fuel problems. But of course, that was too
good to be true. And it wasn't true.

There Is this simple fact: We are consum-
ing ourselves out of natural gas, Natural
gas heats half our homes. It fuels half our
industrial production.

It used to produce a quarter of our elec-
tricity. It supplies one third of our energy...
and we are using it twice as fast as we are
finding it. The natural gas industry warned
us for five years that a shortage was coming.
But no one pald much attention.

Then, this year, in some places, that short-
age was here.

REPORTER. Mr, Locke, how serious 1s the
power shortage?

JoHN LockEe (Chairman, City Public Serv-
ice). It's very serlous.

ReporTER. Would you care to elaborate on
that a little bit?

Locke, Well, meaning thls: That we are
only receiving delivery of one third of the
amount of gas that we need to deliver full
service.

REPORTER. What happens if the people
don't save enough power? Are you just going
to have to turn the switches off?

Locke. We'd just have to cut the service,
that's all.

Locke. And the lights may start going out
in San Antonio?

Locke, Well, the lights would be the last
thing.

McGeE., That was this summer.

Last winter the gas shortage closed fac-
torles in Ohio, New York, Pennsylvania, New
Jersey . .. Schools had to close,

This spring in some areas there was no
natural gas for new customers, Next fall
farmers in the middle west may not be able
to dry their corn because there is a shortage
of propane.

What happened?

In the long run we just don't have enough
natural gas.

In the short run there is enough. But no-
body is looking for it very hard.

One reason is that the price of natural gas
sold interstate is regulated at the well head
by the Federal government.

The gas industry says, despite recent in-
creases, that price is still too low.

By that they mean until they're allowed to
charge more money,

Meanwhile, there are the people who use
natural gas, They live here in Brooklyn, New
York, Ohio, Michigan, Indiana and forty five
other states,

They're almost half of the population of
the United States. Eighty million Americans
encouraged by an expensive advertising cam-
paign switched to natural gas.

Now . . . this summer . . . they are being
told there isn't enough anymore,

EvGeNE LUNTEY (Exec. VP, Brooklyn Union
Gas Co). We serve a territory of four million
people. About one third of those people use
gas for house heating. There are in our ter-
ritory alone.
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One million two hundred thousand people
who depend on natural gas for cooking and
that means about one billion meals a year
are cooked with natural gas. If the gas from
Louisiana, Texas were suddenly cut off New
York City would suffer very greatly.

The customers and consumers in New York
City would exist In a very cold atmosphere
this coming winter.

AUCTIONEER. Texas has four hundred
twenty three bids. The first is a joint bid of
Eerr McGee, Cabot Belmont Case Pomeroy.
Fifteen million.

McGeE. In New Orleans one thousand miles
away on a summer morning, natural gas that
will be consumed in 1976 is changing hands.

AvcTIONEER. Three million six hundred and
forty six thousand and elghty dollars.

And the per acre is six hundred thirty
three dollars. Six million one hundred and
twelve thousand dollars the per acre is one
million sixty one dollars and eleven cents.

McGeE. Six point two billion dollars will be
bid in the next three hours for offshore drill-
ing rights. It'll take three years to get the
gas they're bidding for now to a house in
Brooklyn.

AvcrroNeer. The next is a joint bid.

McGee. When they bring the gas out of the
sea from down as deep as fifteen thousand
feet north. At this point ownership of the
gas passes from the company that took it out
of the sea to the company that owns the
pipeline. Very little of it will remain in
Louisiana.

Gov. Eopwin Epwarps (Governor of Louisi-
ana). Now we find ourselves on a paradox of
producing twenty five percent of all the gas
that's used in America every twenty four
hours. Yet we have a shortage of supply
right here in our own state,

We operated or lived in the bellef that
we had an inexhaustible supply of natural
gas. We now find ourselves in a situation
where we recognize that the supply is begin-
ning to terminate.

And the State of Loulsiana cannot use any
portion of this gas since it has all literally
been committed by long term contracts.

McGeE. The pipeline passes under fields of
sugar cane between the Gulf and New
Orleans,

The sugar refineries need gas. They can't
get it from the pipeline.

JOHN THIBAUT (President, American Sugar
Cane League). Under the curtailment proce-
dures instituted by the Federal Power Com-
mission, ten or twelve of our factorles were
curtailed and actually refused gas for a pe-
riod of time, when we lost over a million
dollars worth of sugar cane.

McGee. The pipeline pushes north past
New Orleans.

BeEngamIn Sisson (Chairman, Jax Brew-
eries). It was in January of last year during
the cold snap.

That our brewery along with the others
here in the community and a number of
other plants were closed down because of
a shortage of natural gas.

McGee. The pipeline runs from New Or-
leans past the Exxon refinery at Baton Rouge.

GeorcE Orick. How do you feel about the
gas going right through your state like that?

Gov. Epwarps. Sick,

It passes through Louisiana in multiple
pipelines by the billions of cublc feet per
day. And we sit here helplessly with an econ-
omy dependent on natural gas and watching
others benefit from this cheap gas.

McGee. Monroe, Louislana. Population
sixty thousand. The pipeline goes past on
its way north.

Last winter on the coldest day of the
year, the people of Monroe were told by the
Federal Power Commission that they could
no longer use natural gas to make the elec-
tricity that heated their houses.

In a time of natural gas shortage, too
wasteful, the commission said they would
have to convert to some other fuel. But they
had always counted on natural gas, because
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it had always been there, right under their
feet.

Joun BeveEr, We're standing over the
Monroe field about a five hundred square
mile field. This is a compressor station that’s
compressing the gas that's gathered from
the field and it's being compressed and be-
ing carried a thousand miles say to the
north of us here.

Mayor Raree Troy. Hello Governor.

Gov, Epwarps. Hello.

Troy. Ralph Troy.

Gov. Epwarps. Hi, How're you doing Mayor?

Troy. Pine. I've got a little problem that
you're well aware of. Our gas situation.

Gov. Epwarps. Your gas situation. Yes,
it's one that frequently crosses my desk I'm
afraid.

McGee. Mayor Ralph Troy. He's been in
office for fourteen months.

Mayor TroY, The economy of this city was
built on that cheap fuel. And suddenly to
have it jerked out from under you as is
happening to us now is traumatic for the
city and for its people. If we are required to
discontinue its use then that means we have
to find some other means of generating elec-
tricity. And the expense of going to another
system would be intolerable for us.

McGee. One third of the people of Monroe
live below the poverty line. For them, up
to now, fuel has always been cheap.

Mayor Troy. Most of these people live in
poorly insulated homes. Some with no in-
sulation at all and some with no windows
at all. And they heat these with space heat-
ers which burn gas. And these heaters just
go full blast all winter. The problem for us
is just that we don’t have an alternative
source of fuel. We don't see how we can get
one,

FirsTt MaN., Monroe. You can't have the
gas that you've explored in Monroe. We're
going to send it to Brooklyn or to the east.

Secowp Maw, Well I read in the paper
where there's a number of reserves off Long
Island and I just wondered why they could
not drill there and get the gas there and
leave the gas that we produce down here.

THIRD Maxn. They don't want to go off-
shore and develop their deposits. Well that’s
their tough luck, far as I'm concerned.

WomanN. Why do they have to have our
gas? Why can't we keep it here?

LunTEY. Absolutely, there seems no rea-
son to me that the people in Louisiana
should develop the gas off of their shore,
ship it two thousand miles to the North-
east and for us to sit here with undiscov-
ered resources unexplored resources off our
shore. Within three hundred miles of the
South Shore of Long Island here lie petro-
leum and natural gas deposits that could
carry this Nation well into the twenty-first
century. And yet no one has drilled one
well one exploratory well between Florida
and the main border.

McGee. To people in Nassau and Suffolk
counties in Long Island, off-shore drilling
means derricks on their skyline and oil on
their beaches. They would rather continue
to get their gas from Louisiana.

RaLPH Caso (Nassau County Official). The
last thing that I would want to see . . . is
oil rigs about three miles off this beautiful
shore line, and can you imagine what would
happen here with that visual pollution, the
problem of oil spills.

And the potential danger that is involved
with the whole operation.

JoaN ErEin (Sufiolk County Official). The
price is simply too high. What we're talk-
ing about is the way of life, the gquality of
life of nearly three million people.

Caso. It's almost like the people of Loui-
slana saying well because we are deteriorat-
ing that your area should deteriorate also.

Mayor TroY. It galls me to see people say
look we don’t want anyone drilling off our
coast, We don't want the environment
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messed up. We don't want tankers coming
into our coast.

TroY. Well there are gas wells all out there.
And those derricks aren't very pretty when
they go up and they mess up the environ-
ment.

Sen. Benwerr JoHNsTON. Before our
Committee on the Interior, some of the
states have come up and testified they don’t
want to drill for oil and gas . . . they don't
want to contribute one bit of the effort that
this nation needs to produce the energy . . .
and yet they want our oil and gas.

WALTER SHERIDAN (NBC Correspondent).
Does it seem to you, Senator, that the situa-
tion in Monroe rather epitomizes how small
towns and small industries are getting
caught in the bigger power struggle?

Sen. JornsToN. I think it is, Walter. It's
particularly painful in Monroe because it
sits right on top of what used to be the
richest gas field in the country.

SHermaN. Right.

JounsToN. And here they don’t have
enough gas to run their own power plants.

SHErIDAN, Senator, what activities have
there been here on Capitol Hill in connection
with the natural gas shortage?

Sen. JornNsTON., Well, every aspect of the
natural gas shortage .. . is being studied
from research and development to anti-trust,
the whole gamut of natural gas is being
studied on the hill.

Sen. Epwarp KENNEDY. And I want to find
out whether the Power Commission has done
any kind of study.

If they were to get a de-regulation what
the impact was going to be over the con-
sumers and over what period of time.

I don't think that’s a very ... that's a
rather it's a question on the mind of every
consumer that uses gas in this country.

JoHN Nassixas (Chairman, Federal Power
Commisslon). I understand and say that
over . . .

EenNNEDY, Well, what are we going to tell
them?

SueErmAN. The natural gas industry and
the Federal Power Commission say that
regulation by the commission of the price
of gas has kept the price too low and thus
discouraged exploration for new gas.

EKenNEDY. Well, let’s speculate. What will
the price go up or will it go down?

Nassixas. I assume the price will go up on
deregulation because of the fact that gas
has been maintained at extremely low levels,
by the regulation of the Power Commission,
which I head.

EenNNEDY., Well, how much will it go up?

Nassixas. This, this cannot be predicted?

SHERIDAN. John Nassikas, the Commission's
chairman, wants the Commission to stop
regulating the price of natural gas, He says
that a recent independent study by the
Commissions shows that the shortage is real
and acute and that the natural gas reserves
are even less than originally estimated.

Nassixas. As I say I have no estimate to
give you.

KENNEDY. You don't know?

Nassigas. I have no estimate to give you.

SHERIDAN, Critics say that the Commission
study was not independent, it was dominated
by industry representatives, and its conclu-
sions were based on data furnished by the
industry.

James T. Halverson of the Federal Trade
Commission has conducted his own investi-
gation and subpoened some industry records.
His inguiry thus far indicates that the indus-
try has underestimated its reserves.

COMMITTEEMAN. But you don't know how
much that under reporting is, do you?

James HaLversonN (Director, Bureau of
Competition, FTC). Well, it's been high as
ten to one, sometimes three hundred percent,
four hundred percent. It depends on which
field you're talking about.

McGee. Whatever the facts are, decisions
made here in Washington are golng to change
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the lives of people In Monroe, Louislana, and
Brooklyn, New York. Some of those decisions
have already been made.

One decision has been to buy natural gas
abroad. In the next ten years two trillion
cubic feet of liguified natural gas will come
by tanker to this country. Some Irom Algeria.
Thirty billion dollars worth from the Soviet
Union.

In Montana, they will try to begin turning
coal into gas if environmentalists can be
convinced that will not destroy their land
and their way of life.

Nuclear devices will be used to loosen nat-
ural gas from deep inside the earth.

‘We will have natural gas. But we will never
again have it in the cheap plentiful supply
they enjoyed for so long in Monroe and so
briefly in Brooklyn. They will have to depend
in the future on what happens in places like
Moscow, Alglers and Helena, Montana.

It may be a long cold winter in Monroe.

A bitter Christmas in Brooklyn.

The crisis of natural gas is not a compli-
cated one. Whatever we do in the short term,
whether conspiracy created our problem or
bumbling politics, finally we simply do not
have enough natural gas. We will have to look
elsewhere.

In the long future, there is no future in
natural gas.

McGeE. As we have been going along this
evening, you may have been wondering what
the Government is doing about this energy
crisis. The answer is not as much as a lot of
people would like, more than some would like
and whatever it's doing hardly seems to
please anybody.

Rawlelgh Warner, the Chairman of the
Board of Mobil, thinks the Government in-
terferes too much.

RawLEIGH WARNER, Well, those of us in the
oil business have, I think, a strong belief that
interference with our normal operations via
various commissions, via various administra-
tive rulings have had an impact upon the
industry and have helped produce this short-
age.

RALPH NaADER. And there is no reason why
we can’'t go into these energy conservation
programs quickly, using the Government as
an example ...

McGee. And Ralph Nader doesn’t think the
Government interferes enough.

There are T4 Federal agencies that deal
with energy. That doesn’t include 8 congres-
sional committees. Because of this, it is very
hard for anyvbody to get a necessary answer
to anything from Washington, and often you
get conflicting answers.

Governor John Love of Colorado has been
appointed director of the energy policy office.
He says he's not an energy czar.

JoxHn Love, I'm just of course newly aboard
but I've been given every assurance insofar
as staffing and access to the President. And
I don't think that power is going to be the
problem in actually making this office work
efficlently.

McGeE. Love now has a staff of 12.

By comparison, the Department of Health,
Education, and Welfare has 125,000 people.
One of the problems is that some people are
working to save the environment and some
are working to get us more energy and some-
times they are working at cross purposes.

Russell Train is the new environmental
boss but he has not yet been confirmed in
his job by the Senate. Many people say that
we don’'t have an energy policy, the question
has been asked whether we ought to have an
energy policy. At the White House, they call
it the energy “situation”. The President does
not use the word “crisis” to describe it.
Whichever it is, there is a good deal of con-
fusion, duplication and conflict about it in
‘Washington. Things more at a snail's pace.
Hardly anybody is satisfied. But in fact, at
the moment, it is not at all clear . . . except

in the area of research and development . . .
what the government policy ought to be. In
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the area of research and development, it is
clear that we ought to be doing more . . . but
more what? We are putting most of our re-
search money into nuclear projects. But
there is opposition to this on the ground that
nuclear plants are not safe. Proponents of
geo-thermal, hydrogen, shale, gasification,
solar energy and windmills all insist they
should get most of the money. Now of
course, no one really knows where technolog-
ical breakthroughs will come next, or what
may turn out to be practical tomorrow. We
probably do not have a Government policy
because the truth is, at this moment we have
no consensus about what that policy should
be. So in the absence of the consensus, we
are muddling through what the President
etill insists is a “situation”, not a crisis.

Less than a hundred years ago, they drilled
the first American oil well in- Pennsylvania,
We used to produce more than half the ofl
in the world. Now we produce about eighteen
percent. But we are using more oil than we
ever used before. In the next ten years we will
use more oll than we used in the last hun-
dred years. Every day we are using more oil
than we can produce.

RaApIo Gas WarcH AnwounNcer. This list is
a couple of hours old. Some of these stations
might be closed and some of these stations
might be limiting gas to ten gallons or less.

Feank McGEE. Finally it came down to
this: A man with a car and no gas. An oil
company ran an ad that said a nation that
runs on oll can’'t afford to run short of olil.
This summer that seemed to be what we did,

We apparently ran short of oil.

Davip FrEEmaN (Sociologlst, Ford Foun-
dation). Who's to blame? Who failed wus?
Well I believe there’s enough blame that we
can tag almost every segment of government
and industry and even the consumer is a
partial villain,

McGee. David Freeman. Director of a three
million dollar study of the energy crisis for
the Ford Foundation.

FrEeMAN. I think in this country we tra-
ditionally pride ourselves in not facing up
to problems until, until we see the whites of
their eyes so to speak.

McGee. This summer we began to see the
whites of their eyes. In New Jersey, highway
drivers were limited to ten gallons of gas. In
Albany, New York, a dealer charged ninety
nine cents a gallon.

In Colorado, in August, gasoline stations
closed down all across the state, leaving driv-
ers stranded all across the state. One Den-
ver dealer strapped a gun te his waist and
warned his irate customers not to make trou-
ble. In the Midwest they ran out of diesel
oil and farmers couldn't get enough to drive
their tractors end farm their land.

Governor RoperT RaY (Iowa). You listen to
those people talk about the balance of pay-
ments. The balance of trade. Well the one
place where we are still able to help in that
critical area is with our agricultural prod-
ucts and so it's absolutely imperative that
we plant those crops. Which we did get
planted in the spring and now we have to get
them harvested and we can't do it if we
can't run tractors.

McGeE: So the problems the gas shortage
creates feed on each other and all the short-
ages and the problems are related. And you
have to begin with a series of questions.
Why is there an oil shortage? Is it real or
contrived? Who is to blame for it? How
long will it last? How can it be resolved?
The questions are easy to ask but they are
not easily answered.

The business of providing the oil on which
this country runs is complicated. Perhaps
more complicated than any other business,
For the next hour we will examine the ques-
tions and try to find some answers. We
begin with some hard facts.

In 1972, oll provided 459 of all the energy
we used. The demand for oil, for a variety of
rensons, has been growing, This year, despite
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increased production,the demand was greater
than the supply. This was one reason.

We have 100 million cars on our roads.

The engines get bigger., More people want
air conditioners, power brakes, power steer-
ing. Emission control devices are required to
protect us against air pollution. All of these
increase the consumption of gasoline. Now
we don’'t seem to have enough. Are we run-
ning out?

FPrank Ixarp (President, National Petro-
leum Institute). Probably in the next two or
three generations we’ll come to the end of the
hydrocarbon age and have to look to some
exotic or synthetic kinds of energy. But at
least in your lifetime and mine, petroleum
will be the basls of it. Or our energy sources.

Frep FREED. Mr. Bradshaw, why is there an
oll shortage?

THORNTON BransuHaw (president, ARCO).
Well, in the simplest terms demand has out-
run supply. Behind that is a very complex
story reaching back many many years be-
cause it has been bullding up for many
many years.

Freep, Why weren't you able to predict
that?

BrapsHAawW. We were not able to predict the
enormous increase in demand that derived
Ifrom this very heavy economy we have now,
This very affluent society.

McGee: If the demand Increased faster
than the oll companies anticipated, their
other problem was that the supply did not
increase as fast as they anticipated.

BransaHaw. Let's go back to the year 1963.
A sort of a watershed year. In 1968 the North
Slope fleld had just been discovered. The
Prudhoe Bay field. The largest field of oil
and gas ever discovered on the North
American continent. Anc our executive com-
mittee in that year had written that oil
would be delivered to the California coast by
1972.

The Alaskan oil was frozen and as a matter
of fact of course still is in 1973.

Just prior to 1968 there had been a large
find or series of finds of oil off-shore SBanta
Barbara. The Santa Barbara spill, And the
age of environment and certainly from our
point of view none too soon.

Freep. You mean we needed that?

BrapsHAW. We needed some dramatic event
to focus the attention of the American peo-
ple on the fact that our environment had
been degraded.

Santa Barbara oil was shut in and still is
shut in. Off-shore drilling and exploration
was slowed down enormously.

RAWLEIGH WARNER. (Chairman of the
Board, Mobil Oil). We've got a whole series
of problems.

They relate to the availability of gas. They
relate to nuclear energy and the general dis-
appointment that’s come from that source.
They relate to coal and the impact of environ-
mental actions, so that the end result of all
this is that everything has fallen back on oil.

McGee. This is the case the oil companies
make. Whatever the reasons, the simple fact
is last year we consumed sixteen million bar-
rels a day while we produced nine and a
half million barrels a day. The shortage was
made up by importing oil. This year we will
import more. Many eritics of the oll industry
do uot nelieve that we really can't produce
enough oil to meet our demand.

Setnator JAMES ABOUREZE. I think it's ridle-
alous in the United States of America to talk
about a shortage of gas for automobiles, for
transportation, fuel for heating homes and
businesses and schools, when we have thirty
seven billlon barrels of proven reserves of oil
in the United States today. It's ridiculous to
talk about a shortage when we have an
excess of refinery capacity in this country of
three hundred and twenty-two thousand bar-
rels a day.

McGer. As in everything else In this oil
story, there is disagreement here, even among
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critics, as to what the oll companies are
doing wrong.

MAvr. ADELMAN, (MIT Oil Expert). I think
it’s almost entirely a fallure of refinery ca-
pacity because the consumption grows from
year to year, And what's happened s simply
that refinery capacity hasn't expanded and
there isn't a great deal of slack anywhere
else in the world. Especially Europe.

FERNAND Spaax. (Director for Energy,
European Community). In Europe we have
an excess of refined products and this ex-
plains why we are in a different situation at
the moment.

And this explains why the U.S. is to such
an extent now relying on our excess capacity
to supply the American market.

McGee, Europe depends on imported oil
and has refineries to process it. We are still
the largest producer of crude oil and ‘e
don't have the refineries.

Warner. I think it's the age old question
of people wanting their product, but they
don’t want the plant that produces it too
close to them.

The main reason why we don't have the
refining capacity is that for a variety of
environmental and legal reasons people have
made it very difficult to bulld refining capaec-
ity In this country.

Rarrza Naper. It's not a question of envi-
ronmentalists. The question is that we, who
hold this country in trust for future gen-
erations and people, who want a relatively
safe environment, would not allow refineries
to be bullt until they can be built as safe as
they can be built,

They want to get off cheap and put the
cost on the public in terms of contaminated
environment,

WarNER., I think to me the thing that's
been missed by all those who want a clean
environment is the simple fact that for
everything they demand there's a price.

McGee. They talk about compromise on
both sides. So far there has heen none. One
place where they meet head on is Eastport,
Malne, The boats are coming in with herring.
They are blowing the whistle to tell the
sardine packers that there will be a day's
work. Fifty years ago there were twenty
cannerles in Eastport. Now there is one.
That's about all the industry they have in
Eastport now. Eastport exists in a deepen-
ing private depression.

But Eastport is also a port with twenty
two foot tides. The only true deep water port
in the United States. Because of that the
Pittston company wants to build a three
hundred and fifty million dollar oil refinery
here.

Arnorp EAvurArrs (Vice President, Pitt-
ston Company). Expansion in refining ca-
pacity anywhere on the east coast of the
U.S. has got to be based on running im-
ported crude oil, Now that crude is going
to come from the Middle East.

You can build a refinery anywhere but a
harbor having the potential to be developed
into an oil port for the use of these very
large crude carrlers which carry over one
and a half million barrels in one trip is a
rare natural resource. And Eastport has that
natural resource.

Ken Layron (Eastport City Counecil). I
think the town needs it.

Since I've lived here for twenty four years
and it's gone nothing but downhill the past
twenty four years and this is something we
need to put new life into the town. Into
Eastport.

HarrY RaYE (Electrical Worker). At this
time I am not working. I haven't worked
since the last week of March. I'm like a good
many in this area drawing unemployment
compensation at this time.

McGee. But there is opposition to the re-
finery. Supporters say it comes mostly from
retired people who have bought houses in
the area. Who don't need the jobs,

The refinery can't be built unless it is
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approved by the Malne Environmental Pro-
tection Board. On the board are a retired
conservationist. A law professor. A dairy
farmer, A retired Navy captain. A housewife.
A retired chemist. They will decide whether
or not Pittston can build the refinery at
Eastport. John Cole, Editor of the Weekly
Maine Times, is chief spokesman for the
environmentalists.

JoHN CoLE. We don't want to keep Maine
poor as some people say environmentalists
do. But I do want to keep Maine from being
industrialized, particularly the Maine coast
which is not only the property of Maine
people but it is the property of people all
over the U.S. and the rest of the world.

The decision has not been made. The de-
bate continues. If the environmentalists win
it, Pittston has another place to go to build
its refinery.

KavuLikas. There Is a second excellent site
in the Canso Straits in Nova Scotia.

We have also entered into discussions with
Nova Scotian authorities on the possibilities
there.

McGee. What Maine is debating, Nova
Beotia wants . . . and has, One refinery is
operating now. Two more are being built.
A fourth is planned. They are ready fto
consider a fifth, the Pittston refinery. The
Premier of Nova Scotia.

GerALD RecaN (Premier, Nova Scotia). I
suppose it can be interpreted that I am say-
ing to a degree that we are prepared to take
some risks that the residents of the east
coast of the U.S, have shied away from.

GeorGe Orick, Why are you doing it?

REGAN. Well, we want to have a higher
standard of living for Nova Scotians.

McGee. Thus once agsain we see the energy
crisis as a crisis of decision.

If Eastport rejects Pittston’s refinery, Nova
Scotia is ready to bulld it. We will get more
of the refining capacity we need. Maine will
not have to risk damage to its coast line.
But in Eastport, the twenty four year eco-
nomiec slide Mr. Layton described will con-

tinue. If Maine decides to allow the refinery
to be built, that part of the state will change
forever. No one can say whether for better,
or worse. That is the gamble they are being

asked to take ... or reject.

FirsT MaN. Well, we used to be open on
Sundays In these stations. Now they're
closed. I mean, there's gotta be a reason for
it. I mean, you know, this is the greatest
country in the world. I mean there shouldn’t
be a shortage of anything.

Seconp Mawm. I go to work early in the
morning and get home late at night. And I
can’t get gas.

Woman. Well, I do think that the oil com-
panles practically own America, slong with
a couple of the Detroit’s automoblle manu-
facturers.

THIRD Man. But I belleve they have gas
and just not saying it just in order to raise
the prices.

FourTH Maw, Oh, it's killing me. It's killing
me like it's killing thousands and thousands
of all American people. Same thing, because
it's affecting your life, your blood . ..

Frank McGee. It was killing us. Nothing
like it had ever happened to us before. We
looked around for someone to blame.

Davip FREEMAN (Sociologist, Ford Founda-
tion). The reason I think a lot of people
think it's all a glant conspiracy is that it's
just unbelievable to them. And maddening in
& high energy civilization . ..

ExxoN COMMERCIAL NareaTor. Fill up with
Enco Extra for those long serious drives.
But fill up with Enco Extra too if you're
going to be doing something like this. Either
way you've got a tiger on your side.

FreEEMAN. All of a sudden, the oil industry
that has been giving them glasses and green
stamps to buy gas are now saying that there's
not enough to go around.

MaN oN GULF CoOMMERCIAL. We're going to
need a national energy program where our
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government and industry can work together
to develop our future energy sources so we
won't have to rely on somebody else’s. You
and I can help too. By not wasting the en-
ergy we already have.

FrEeMAN. The general public had no rea-
son to think that this reservoir of energy
had any bottom to it at all , . .

Senator Henry Jacksonw. I have no proof
that there is a conspiracy. Very responsible
people . . . state attorney generals, public
officials, people in the private business sector,
said there is such a conspiracy. I think there
are some other things that I can say with
certainly and that is that I think the oil
companies want to find too the supply and
demand, That is, they know that if supply
of petroleum is very tight and demand is sub-
stantial, that it will cause prices to rise and
when prices go up, profits go up. And that’s
what they're in business for. Profits . . .

RoeerT KinLian. (Attorney General Con-
necticut). This whole shortage situation, so
called, alleged, is directed toward putting in-
dependent wholesalers and retailers out of
business, destroying the secondary brands,
the unbranded marketer, who has provided
the only competition in an industry that’'s
been almost totally without competition
over a period of many, many years.

INDEPENDENT DEALER. My problem is that
I'm having a heck of a time trying to get
gas and stay in business.

McGee. This was the summer of the inde-
pendent. The summer of his public agony.
He couldn’t get any gas. By June, some esti-
mated 2,000 independents had shut down.

It was clear that from the start, the inde-
pendent had, in fact, been a dependent. He
owed his existence to the big oil companies.

THORNTON BRrRADSHAW. (President, ARCO).
For many years in the United States, we have
had & surplus of refining capacity. This
means that the barrels of oll which we can-
not use ourselves we were glad to sell to the
independents and generally at low prices.
This is called the Incremental barrel.

And it helped us by pushing the capacity
of the refineries up. The operating capacity
of the refineries up: It helped the independ-
ents by providing them with oil at rather
cheap prices.

Frep FrEEp. And they charged less, didn't
they?

Brapszaw. They charged less.

McGee. Over the past forty years, the
independents bhecame an institution in the
oil business. The refineries of the big com-
panies were operating at less than capacity.
They had oil available. The independents
fitted into their plans.

BransHAW. They began to get a very large
share of the market. In some states, it
reaches I believe, as high as 25% of the
market. They grew all during this period of
time while the share of market of the majors
was declining.

Now, all of a sudden we are producing our
refineries all out, We have no incremental
barrels. We have no surplus barrels. So this
is a different kind of situation.

McGee, This “different kind of situation”
bothered a lot of people, among them some
senators. They wondered whether this wasn't
a cleverly orchestrated effort to drive the
independents out of business. They heard
a series of witnesses, various kinds of inde-
pendents, each asking for help against the
big oll companies they sald were trying to
wipe them out.

M. B. Holdgraf, Hudson Oil Company of
Kansas City. One of the big independents. He
gets his oil where he can find it.

M. B. HoLpoGrar. We looked hither and yon.
It's rather unique and ironic that a com-
pany dealing in milllons of gallons and bar-
rels that I get down and plead for one
tanker of gasoline for my station in Hender-
son, Nevada to keep the door open . . .

I1cGee. Charles Shipley. He represents the
Retall Service Statlon Dealers of Michigan.
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They don’t feel very Independent this sum-
mer,

CHARLES SHIPLEY (Executive Director,
Service Station Dealers, Michigan). Inde-
pendence is not a word that should be at-
tached to any businessman who is not a
part of an integrated oil company. He has no
room to move except as he responds to the
pull on the string that comes from his sup-
plying company. No jobber or dealer dare
introduce any market innovation or take
any independent action not having the stamp
of approval by his supplier.

From the control at the wellhead, through
the pump nozzle, every transaction must
have the blessing of the major oil com-
panies, Almost without exception, every
major integrated oil company . . . reacting
to the inroads, being made in the total vol-
ume by unbranded marketers saw fit to mas=
querade as independents themselves.

Frep Bricecs (NBC correspondent). In
Texas, Sello stations look like Independents,
but they are owned by Mobil Oll. Whale gas
stations in Eentucky are owned by American
Oil. Alert Stations on the East Coast, owned
by Exxon. In Oklahoma, R.ID.E. Stations are
owned by Shell Oil. E-Z Go in Chicago, that’s
part of Gulf. This is one of a chain of Chi-
cago independents. In the last two months,
it’s cnly been open 209% of the time,

INDEPENDENT STATION OWNER, I cannot un-
derstand how major coll companies can de-
prive me of product yet open stations to
compete with me under other names. If there
is no surplus, why are they opening their
own independent outlets? What chance do
we have?

Freep. Are the independenfs going out of
business?

BrapsHaw. I don’t think the independents
are going out of business. The only thing
that we are talking about is whether or not
by some mechanism of government, they
should be provided the opportunity to buy
oil for less than other segments of the dis-
tributive chain.

Freep. Why do the majors sell some of their
gasoline under other names?

Brapsmaw. Well, I think we recognize that
there are two markets, the service market.
My wife, for instance, wants to go to a full
service station . . . And then there's another
market that has been growing where people
buy on the basis of price and quality, and
they don’t want the service. And we and
other majors, we're looking at both of those
markets and hoping to supply both of those
markets.

McGee, The fact is that the “price alone
market is the one that kept the independ-
ents alive. It enabled them to sell their gas
at a lower price.

Now the majors, as Mr. Bradshaw points
out, are moving into that market. At the
same time, the independents are finding it
hard to get any gas at all from their sup-
pliers who happen to be the majors.

Joe Clements owns two gas stations in
Twin Falls, Idaho, one in Burley.

Freep. Are you still having trouble?

JoE CLEMENTS (independent oil dealer).
Yes, I am. we're closed more than we are
open. I've been at the same dentist, Frank
McCaffee, for I'd say twenty flve years. And
he called me up and told me he was going
to have to quit because this winter I wasn't
going to be able to get any fuel oil to keep
him warm. Frank's getting to the age where
he don't want to be cold. You see, and so
he’s left me out in the cold. I can't serve
him fuel oil any more because he's going to
go to one of the big boys.

FreED. So you've lost business?

CrLEMENTS. Yes. I've lost guite a lot of busi-
ness.

Freep, You say that you think this is some=
thing deliberately planned by the oil compa~
nies. What evidence do you have?

CrEmMENTS. Well, you see, you put me in a
dificult spot. I can’t give you much evidence.
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All T can use, I think, is horse sense, that
how could the guys have more computers
than I've got trucks and customers, I imag-
ine, be caught short on a deal like this?

This summer I sold a half a million gallons
less than I sold last year. Does that mean
people are conserving gasoline?

No, that means that the majors sold &
half a million gallons more and I sold five
hundred thousand gallons less,

WaLTER SHERIDAN. How important are the
independents in your view?

Senator AprLar STEvENsoN. That's the only
competition there is. They keep the majors
honest. They keep the prices down for gaso-
line and they also serve areas of the country,
consumers, who otherwise have great dif-
ficulty getting gasoline. I had one inde-
pendent In Illinois who supplied 15,000
farmers and one of the major oil companies
cut off that independent.

SHERIDAN. Is that Mr. Hicks?

Senator STEvEnNsoN. Mr. Hicks was cut off
by CITGO.

CHarLEs Hicks. Cities Service cut us off the
first of April. And the first of April then we
had to cancel out seventy seven wholesale
customers scattered all over the state of
Illinois.

CHarLEs Hicks (President of Hicks Oil
Company). Some of these major oil com-
panies seem to make it, try to make it, appear
as if we're kind of fly by nights in the gaso-
line business. But I feel like if we've bought
from two different companies for fifteen or
twenty years, we mustn’'t be too much of &
fiy by night.

We've always got along very excellent. No
fuss. No muss, with none of them. But it's a
little different picture today. We don't know
which way to turn,

RAWLEIGH WARNER (Chairman of the
Board, Mobil). Well, I have the most dread-
ful time, hearing people say about this in-
dustry in which I have lived for twenty five
years, that we are engaged in a conspiracy
and contrived a shortage. Now, conspiracies
connote doing things behind everybody's
back. Connote meeting together in clan-
destine fashion and carving up markets. We
have dozens upon dozens of Government
Agencies. We have the Federal Trade Com-
mission, We have the Federal FPower Com-
mission. We've got Commissions coming out
of our ears, who are into every aspect of our
business, and rightly so. I'm not against that
at all. I'm citing it because I'm trying to
get across a feeling and a depth of passion
that says to you that we are not and we can-
not conspire, and if we were so obtuse as to
think that we could conspire, we are just
stupid.

ROBERT SHEVIN (Attorney General, Florida).
I wonder whether or not this was not manip-
ulated ...

McGee. On July 9th, the Attorney General
of Florida filed an antl-trust suit alleging
that fifteen oil companies had conspired to
create a gasoline shortage and to drive up
prices.

On July 17th, the Federal Trade Commis-
sion filed a formal complaint charging the
eight biggest oil companies with “coordinat-
ing” their activities over a twenty three year
period to monopolize the refining of petro-
leum products,

On July 26th, the State of Connecticut
brought suit against twenty oil companies
charging them with violating the anti-trust
laws.

EnLman (Attorney General, Connecticut).
It is my belief that these twenty major oil
companies have enjoyed a virtual strangle-
hold on gascline and petroleum products,
that has long meant inflated prices for the
consumer and more recently a shortage of
supplies, whether real or contrived. Far from
serving as an example of the free enterprise
system at its best, these companies represent
a monopoly that controls petroleum produc-
tion from the moment that exploration ac-

CONGRESSIONAL RECORD — SENATE

tivities are commenced until the final prod-
uct is dumped, pumped into the gasoline
tanks of our cars.

James HaALvERsoN. (Director, Bureau of
Competition, FTC). Our investigation sug-
gests that activities by the major integrated
petroleum companies have had significant
anticompetitive effects. Their control of re-
finery capacity ...

McGee. What the Federal Trade Commis-
sion complaint alleged was this: That the
eight major oil companies prevent compe-
tition; that they do that by acting together
to control the *“gathering™ of oil ... the
transporting of oil ... the refining of
oil ... the pricing of oil . .. that they control
the pipelines it travels through . . . that
they control who get gasoline, and that all
along this process, acting together, they have
kept independents out, held competition
down, pushed profits up ...

WarRNER. What they have said is that these
eight elements in the industry have followed
& common course of action. Now, in the nor-
mal course of business, one business does
tend to do what other businesses do. They've
also said that a company vertically inte-
grated . . . by that I mean to say in all the
phases of the business . . . is in violation of
some law. Now, that's a novel, according to
our lawyers, that's a novel complaint and one
which we do not feel is at all justified.

SneraN. Do you feel that you have the
evidence to try the case successfully?

HarLversoN. We have put a very large
amount of resources into investigating the
situation before it was brought to the rec-
ommendation level, and we feel that we have
the types of information that will make for
a successful case.

McGee. Mr. Halverson said the FTC had
been gathering evidence for two years. He
sald he could not reveal what that evidence
is before the hearings begin. Meanwhile, busi-
ness goes on pretty much as usual. The
hearings, when they begin, will be long and
complex. It will take time for the FTC to
hand down its decisions. Then, if the oil
companies lose, there will be years of ap-
peals through the federal court system. It
may, in the end, be a landmark case, but it
will not have much effect on what happens to
Joe Clements of Twin Falls or the other in-
dependents, one way or the other ., , or to
their customers.

Mr. McGee. This is King Faisal of Saudi
Arabia. He is going to have a great deal to say
in the next few years about the way you live.

He rules over a desert kingdom of six mil-
lion people. In this decade of the oil short-
age he is one of the most powerful men in
the world. Under these sands there are proved
deposits of a hundred sixty billion barrels
of oil.

Saudi Arabia and Iran and Euwait which
have a hundred thirty billion barrels of
oil . . . own more than half of the world's
known oil reserves. For at least the next
fifteen years our oil supply is going to de-
pend largely on what these three countries
and eight other middle eastern countries
with smaller oil reserves decide to do about
their oil production.

The leader of one of those countries is
Colonel Muammar Qaddafi of Libya.

Last month, he took over fifty one percent
of the Libyan properties and assets of Occi-
dental Petroleum, Continental, Marathon
and Amarada Hess, and he was able to raise
the price of their crude oil to almost five
dollars a barrel.

Three days ago, he nationalized fifty one
percent of the holdings of the remaining
forelgn oil companles . . . Exxon, Texaco,
Socal, Mobil, Shell. These five companies are
so far resisting this action, refusing the
terms offered by Colonel Qaddafi. But the
question is: can they hold out, given the
world oil shortage?

WitLiam TavouLareas (President, Mobil
Oil Co.). I don't know of any effective way
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that the consuming nations economically
can get together to bring pressure on prices
in the producing nations.

The man with an essential commodity in
short supply has a distinct advantage when
he has no anti-trust laws to worry about.

Senator HENRY JACKSON, So priority num-
ber one of all the priorities involves the skill
of our diplomacy, in working out the kind
of arrangement with nations abroad that will
provide continuity of supply in the critical
pericd ahead. This is the biggest problem
of all.

McGee. In non-diplomatic language that
means that we had better get along with the
Middle Eastern nations, because we are us-
ing almost two billion barrels more of oil a
year than we produce. So unless we ration
it we are going to have to Import it. We will
have to import about fifty percent of our
oil by the 1980's. Most of it from the Middle
East where our interests are complicated and
conflicting.

Jorwn McLeaw (Chairman, Conoco). Well,
we have three sets of relationships in the
Middle East, all involving the legitimate in-
terests of the United States, First we have
an emotional interest in Israel and some
would go so far as to base a military com-
mitment upon it. Second, we have a deep
economic interest in Arab oil and indeed our
position as a major world power in the next
ten or fifteen years is going to be heavily
dependent on the continuity and the flow
of that oil.

Third, we've got an overriding strategic
interest in avolding a conflict with Russia in
the Middle East. So the essence of our prob-
lem is to reconcile these three diverse sets of
interest without doing undue damage to any
one of them.

McGee, Why do we have to get our oil
from the Middle East? A blunt answer is that
we can't get the amount we need anywhere
else.

S0 we come back to those three countries.
They have plenty of oil. But there are prob-
Jems about our getting it. And one is that
we are going to have to compete for it against
other Industrial countries like Japan and
France who are even hungrier for oil than
we are.

FeErNAND Spaax (Director for Energy, Eu-
ropean Econ. Community). Now this is what
is called the scramble for oil. People want-
ing to get control of oil reserves at any cost.

LEN GrovaNNITTI Is such competition go-
ing on now?

Seaax, Well, it is starting, it is starting.

McGee, There are one million people in
EKuwait . , . living over one of the largest
pools of oil in the world. A generation ago
they lived in mud huts. The average per
capita income last year was thirty five hun-
dred dollars. They are a modern, industrial-
ized country enjoying the kind of living
standard they can.

- - Ll L] -

McGeE. Iran has the third largest pool of
oil reserves in the non-communist world.

The Shah, who is the absolute ruler, has
taken a different view of how to use his oil
from the Kuwaitis. He 1s producing as much
as he can, using the money he gets to mod-
ernize and industrialize Iran,

As a result, Iran has one of the highest
growth rates in the world. They are spending
every penny they get from oil, and when they
sell more oil they rewrite their economic pro-
grams to spend the additional money.

They know the oll is going to run out
some day, so while they have it they are sell-
ing it as fast as they can, to anyone who can
pay for it, without regard to politics.

Amir AsBas Hoveypa (Prime Minister of
Iran). We don't deal only with the major
companies. We deal with everybody. We deal
with smaller companies. We deal with bigger
companies. As a matter of fact we have oil,
we can't drink it. We have to sell it. And we
wish to sell it at the best price. And I could
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assure you that our people when they deal
in oil are very shrewd.

McGee. One of the “shrewd benefits” Iran
has managed, is to trade some of its oil for
a share of ownership in the Ashland Ofl Com-
pany, one of the big American independents.

The Arab countries have wanted for a
long time to share in the income from refin-
ing and marketing oil for the West. Now Iran
has such a deal, on American soil.

Orinw ATEINS (Chairman of the Board,
Ashland Oil Company). We have entered into
a memorandum of understanding with the
National Iranian Oil Company under which
they will acquire a fifty percent participation
in our refining and marketing operations in
New York State. They In turn will supply
us with quantities of crude oil and this is
really the only way that the United States is
going to be able to assure itself in my opinion
of a stable supply of oil for the future.

Ashland is definitely involved in negotia-
tions on a number of fronts, including Saudi
Arabia to mention one.

HuxT. This barren patch of desert is per-
haps the world’s most expensive piece of real
estate.

It's the Ghowar oil fleld in Saudi Arabia
and it covers the world's richest pool of oil.

McGeE. Saudi Arabia is over eighty percent
desert, Its six million people are conserva-
tive, deeply religious. They still live in an
underdeveloped country. And one of the
problems of their oil is that it's bringing
them billions of dollars every year.

THoRNTON Brapsuaw (President, ARCO).
How are they goilng to spend their share
which might amount to as much as thirty to
forty billion dollars a year?

Well if they put it in balances throughout
the world. I know of no meonetary system
that can sustain that. I know of no way
that with balances such as that floating
around the world that we can have a viable
international trade situation. They could
invest throughout the world but after all in
one year Saudi Arabia could buy all of Gen-
eral Motors at once.

McGee. Saudi Arabia is now producing
eight million barrels of oil a day. We want
them to produce more. The gquestion is
whether they will do it, or not.

SHEIKH ZAEKI YamaNi (Minister of Petro-
leum and Mineral Resources, Saudi Arabia).
If it is up to us only, I mean if we are going
to apply our internal requirements, then we
will produce exactly what we can spend. And
I think this shouldn't exceed the present
level of production.

Anything we do beyond that will create a
problem for Saudi Arabia. A financial prob-
lem. And there should be an incentive for
that.

McGee. One incentive would be to help
modernize Saudi Arabia. It's an ancient
country. It needs schools, roads, hospitals.
This year, the Saudis are completing their
first nationwide telephone system. They are
building sewers for their cities. So they
will trade oil for our technical help. This
sounds good for us. But in fact there is a
limit to how much oil we can get from Saudi
Arabia because we have to find a way to pay
for it with our shrunken dollars, and they
have to find a way to absorb all that money.

BrapsEAwW. If Saudi Arabia cannot spend
the money for the benefit of their own peo-
ple they might think why not streich out
the oil. Why not cut back on producing oil?

And that would sound like a fairly rational
decision and wise decision on the part of the
Middle Eastern mnations.

But it would be catastrophe for the world
because the world would not have the ener-
gy which it by then will desperately need.

McGee, So this is the dilemmma we face. The
oll we need is in Saudi Arabia. We need the
oil more than they need our money. Thus the
question iz what can we do for them? And
this brings us into the arena of Middle East
politics, and the question of Israel.

CXIX——1857—Part 23
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Our ties with Israel and our aid to Israel
anger the Arabs. The more radical Arabs and
the Arab guerrillas attack Saudi Arabia for
being too close to the United States. Now
our oil shortage is seen by some Arabs as a
weapon to change a policy that they think
is not what we tell them it is.

FrRANK JUNGERs (President, Aramco). In
actual practice I believe that most Arabs
would feel that the policy has not been even
handed.

McGee. Frank Jungers is President of
Aramco, the Arabian American Oil Company.

It is the largest crude oil producing com-
pany in the world. Saudi Arabia owns
twenty-five percent of it. American oil com-
panies own seventy-five percent.

Sanpra Granzow. We were just granted
the first interview King Faisal has even given
to American television. Why do you think
he chose to speak out at this time?

Joncers. I think the King now is very
much concerned with his position in the
Arab world as being the one who is still pro-
American in the face of what the others feel.
And now that he has had an opportunity for
a company like NBC to come here and to
interview him he has chosen this as a way to
get across his feelings to the American public
in a friendly way.

King Farsai. As a friend of the Uniited
States we are deeply concerned that if the
United States does not change its policy in
the Middle East and continues to side with
zionism, then I'm afraid such course of ac-
tion will affect our relations with our Amer-
ican friends because it will place us in an
untenable position in the Arab world and vis
& vis the countries which zionism seeks to
destroy.

Hunrt. If I am correct, His Majesty at one
time said that oil and politics did not mix.
Has something occurred in the last several
months to change your thinking on these
lines?

King FaisaL. Undoubtedly, we are now un-
der attack from the Arabs themselves be-
cause of our friendship with the United
States and we are accused of being in col-
lusion with zionism and American imperial-
ism against the Arabs.

HunT. Your majesty’s remarks on this
subject in the past have been interpreted to
mean that Saudi Arabia might restrict its
shipments of o¢il, particularly to the United
States. Is that a correct interpretation?

FaisarL., We do not wish to place any re-
strictions on our oill export to the United
States but as I mentioned, America's com-
plete support of zlonism against the Arabs
makes it extremely difficult for us to con-
tinue to supply the United States’ petroleum
needs and to even maintain our friendly
relations with the United States.

Hunt. Since Britain withdrew its forces
from the Arab Gulf, Your Majesty, several
countries around the Gulf including your
own have shown an inferest in buying more
modern weapons. Would you comment on
that please?

Faisar. It is to protect themselves against
the dangers of communism and zionism that
the Arab countries have been forced to sirive
to acquire such weapons and military pre-
paredness as to be able to defend their
stability, their homeland and their inde-
pendence.

HuonwT. Is there a relationship between these
purchases of weapons and oil?

YAMANI (Minister of Petroleum and Mineral
Resources, Saudi Arabia). Well I think we
have to defend ourselves. And probably the
outsiders will be more greedy when they look
at the wealthy country. We attract their
appetite so we have to buy mo:» arms for
that, to defend ourselves.

Senator Wmnritam FuLerIiGHT. The United
States, which is by far the major supplier of
arms to Israel has also contracted to provide
some four billion dollars worth of arms to
Iran, Saudi Arabia, and to Kuwait. The
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Boviet Union for its part is deeply involved
in Iraq, as well as Syria and to some remain-
ing extent in Egypt.

The Arab oil producing states guite nat-
urally are thinking about the leverage their
oil wealth might provide them in their dis-
pute with Israel and in their related deal-
ings with the great powers that buy their
oil.

JamEes AKINs (U.S. State Department). If
a country is selling oil to us and it then
cuts that oil off unless we change our policy,
I think that there is no better word than
blackmail.

McGee. The Saudis have said they have no
intention of cutting off our oil. They have
sald they are even prepared to increase their
production. But in the last few days, they
have come under increased pressure from
Libya and Egypt to use their oil to force us
to change our Middle East policy.

In a telephone interview on Sunday, Saudi
Petroleum Minister Yamani told NBEC News
this:

Yaman1. Our policy is strongly against na-
tionalization. . . .

McGee. That Saudi policy is strongly
against nationalizing foreign oil holdings.

That Saudi Arabia will “carefully study all
the consequences of the Libyan action and
then act accordingly.” That there will prob-
ably be “some modification” in the “present
arrangement.” That Saudi Arabia’s policy
toward the United States remains as stated
by King Faisal on this program.

Thus, more than ever, as & result of Libya's
actions and the recent meeting between
Sadat of Egypt and King Faisal, Saudi
Arabian oll seems the key to what happens
in the Middle East.

Whether we like it or not, politics and oil
are mixed. We need oil and we need it from
Saudi Arabia. The Saudis say they are our
friends but they are under pressure from the
other Arabs because of Israel.

Now they are putting pressure on us, and
the pressure they have is our need for more
oil.

For almost three decades, we have been
the richest, most powerful nation on earth.

Now a natlon of six million tells us we
must change our foreign policy if we want
full gas tanks.

This is the world we can expect until we
begin to produce new fuels to replace the
oil we no longer have.

Frank McGee. Oil was romance once . . .
black gold. The wildeatter . . . It's still there,
but like all the past, dying now. This is El
Dorado, Kansas. Jay Mull of Wichita. He
owns about fifteen hundred low-yield wells
that altogether might match two wells in
Saudi Arabia.

Jay Muorn (president, Mull Drilling Co.).
This area is gonna produce oil and a geood
million barrels of oil. The best estimates the
geologists can come up with working all over
the country is that we haven’t found half of
the oil that's present in the United States
to date.

Yes, there's plenty of oil.

It's the wildcatting independent who's
found historically eighty—eighty-five percent
of all the oil in the United States that's ever
been found.

McGee, Jay Mull is still wildcatting,. still
an optimist.

MuLL. The well you see pumping here has
been here about eighteen years. It would
push this well to do ten barrels a day, but it's
been producing all these years and it started
out making about fifty barrels a day.

McGee. But if there is plenty of cil, wild-
catters like Jay Mull won't be the ones who
find it, or get it. Those days are gone. Like
most other small entrepreneurs in his time,
Jay Mull feels he is being squeezed out. The
big companies are too big. Finding oil on the
Alaska slope or the Continental Shelf, is get-
ting too expensive. We're now dealing with
a world of multinational giants.
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RAWLEIGH WARNER (chairman of the board,
Mobil). Now in our terms as a multinational
corporation and we operate in over a hundred
countries.

WiLriam TAVOULAREAS (president, Mobil).
We find oil in all parts of the world and we
bring energy to all other parts of the world.
And I've never had, I've never been faced
with the situation where I'd say to myself
I'm only going to be a good citizen of one
country because, if I do that, I'm no longer
a multinational oil company.

WarNER. In terms of what we ought to be
doing for our shareholders, we are a profit-
making concern.

‘We ought to be trying to get the most at-
tractive rate of return on the money that
our shareholders have given us. We are try-
ing to make a profit.

McGee. We are talking about companies
that operate in a hundred countries. Whose
revenues are greater than the income of some
of those countries. About one company, Ex-
xon, that earned a billion dollars in the first
half of this year. We are talking about at
least six oil companies with world sales this
year between ten and forty billion dollars.
So in the end, no matter how sentimental we
feel about Mr. Mull, the wildcatter, whether
we get enough oil to run our cars, our fur-
naces, our factories, depends on those big oil
companles. And we've seen how among many
people in government, in the oil business
and people who use oil, suspicion exists that
those big companies are conspiring to con-
trol and manipulate our supply.

Senator LEE Mercar¥. You read that Ex-
xon has such and such a percent in Saudi
Arabla and Gulf has such and such a per-
cent and Shell has such and such a percent.

Then you go to little old Kuwalt and it's
exactly the same percentage of oil in that
state. You go down into the sheikdoms and
you get the same percentage down there. So
they have divided up the sources of supply
in the markets pretty well all over the world
and if that isn’t collusion I don't know what
is.

FrEp FrEED, As you know It's been sug-
gested that this is really the result of a con-
spiracy among the major oil companies to
create this gasoline shortage for a number
of reasons. Is there any truth in that?

THorNTON BrapsHAW (President Arco).
If it’s a monopoly it's the worst run mo-
nopoly I've ever seen.

Warner. So I have to say to you that we
are not making what some people choose
to believe I don't belleve an inordinate
amount of money.

Jounw McLeanw (Chairman of the Board,
Conoco). We presently earn somewhere
around eleven percent per annum after tax
return on investment, Characteristically it’s
been below the average of all manufacturing
industries in the United States.

CrirroN GARVIN (President, Exxon). The
oil business like any other business in our
society is a highly competitive one. It works
in the market place and the old law of supply
and demand works in the market place.

TAVOULAREAS. When people talk about
we're not competitive they just don’t know
what they're talking about. We fight, we
sit down, we give our people instructions
almost like the old gladiators, now go in
there and get em. That is what we do all
the time each and every day.

BrapsHAw. I wish we had control over the
total environment which it is alleged that
we have.

McGee. What is alleged is that the big
companles control the oil of the world from
the wellhead to the gas pump. That they
control the wells, the refineries, the pipelines.
That In this way they are able to shut off
competition. That they are able to decide
how much oil is available, and at what price.
None of this has been proved, although the
Federal Trade Commission and several states
are trylng to prove it. What is undeniable
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is that the big oil companies are very big,
that they deal with very large sums of money,
that they work together on jolnt ventures
and often share refining facilities. What is
also undeniable is that they have prospered
during the oil shortage.

In the end the fact that concerns most
of us is that there is a shortage of gas and
that the price of gas is going up.

BrapsaHAw. The demand has outrun supply
for some very real reason.

There're reasons of governmental inter-
ference, perhaps governmental policies which
certainly were not thought through, there
were reasons of our overreactlon to the
problems of environment. They were actually
reasons which provided to us by mother na-
ture. It's getting harder and harder in the
United States to find oil and gas. All the
easy oll and gas has been found. Those are
very real things. And that's the base. Real
things . ..

FreED. The oil companies blame the drivers
and they blame Detroit and they blame the
government. Do you think they have any
blame themselves?

JoE CrLEMENT (Independent Gas Dealer,
Idaho). A man in American Falls answered
that this way. He said you know there's three
Gods in this country. The one we go to
church and talk about on Sunday. And the
second God is the major oil cartels, and the
third one is the Federal Government. And
the big mix up here and the difficulty is that
Uncle Sam wanted to get up in place of num-
ber two and oll companies are a little irked
about that.

A. J. MEYEr (Harvard University). To an
American public possessed of wildly wasteful
energy habits and long accustomed to bar-
gain energy costs, there is no denying that
oil companies offer a visible and enticing
target.

Their recent quarterly earnings are up.

Tankers and refineries will continue to pol-
lute our environment, there will certainly
be selective shortages of oil and gasoline and
cost of energy of all kinds to consumers,
will continue to rise. But whether one likes
oil companies or not there is at the moment
no workable substitute for them in sight.

Franxk McGee. One of the things we are
told iz that we waste energy; that if we
didn't waste so much energy, we wouldn't
have this energy crisis. Is that true? Well,
we do use a lot of energy, that's true. We
live in a high energy society. We are 6 percent
of the world’s population. We use a third of
the world's energy. We use that energy to
provide our basic needs, which we cannot
give up . . .and luxuries which we don't want
to give up.

We consume energy at such a growing rate
that the new twin towers of the World Trade
Center in downtown New York use as much
energy as the city of Syracuse. Well, how can
we save energy? We could save a lot of en-
ergy if we begin to wash dishes by hand, use
mass transportation to get to work, turn off
the television, give up air conditioning,
electric stoves, frost-free refrigerators. Our
factories might return to making things by
hand. Businessmen could give up their com-
puters. There are hundreds of ways that we
can conserve energy. But the cost would be
to turn us back to a more primitive way of
living, and not many of us want that.

Wasting energy is something else. We waste
energy driving big cars instead of small ones.
If we reduced the average welght of our
cars from 35 hundred pounds to 25 hundred
pounds, we would save 1.2 million barrels
of oil a day .. . almost equal to the ex-
pected dally production from the North
Slope of Alaska. If we heated and insulated
and cooled our houses more efficlently and
more sensibly, we could save between one and
134 milllon barrels of oil a day. There are
many other things like those that we could
do.

That would help. How much energy we
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would save, no one knows. But it would be
a lot. We do waste energy. Yet, having sald
that, we have also to say that that will not
solve the energy crisis. There are still only
two ways to do that.

We can simply use much less energy and
lve a different kind of life, not at all like
the one we know now, or we can put a great
deal of money and manpower into finding
new sources of energy that will allow our
economy to continue to grow. Those are our
real choices. And the longer we postpone
declding between them, the more acute our
energy crisis will become.

Our demands for energy now require sup-
ply from other countries. Most of those coun-
tries are underdeveloped, have a lower liv-
ing standard, are far less wasteful than we.
Their people yearn for a better life, a living
standard like the one we enjoy. How long
will they be willing to sustain our wasteful,
insatiable, high energy soclety?

Frang McGee. We've been talking in these
three hours about two energy crises, not
one. The first, the one that concerns us right
now, in our dally lives, is a crisis caused by
the transition from dirty to clean fuel. Be-
cause of it, there are shortages. Because of
it, fuel will cost more. Because of it, we will
have to create new technologies. But it is a
crisls of transition; a crisis that will pass,
The second crisis, that we are simply run-
ning out of the fossil fuels we have been
using to feed our machines. We are going
to have to find new fuels, or we are going to
have to find a way to live that does not use
very much energy. This is the crisis we are
going to look at now.

Jack Bripces (Joint Committee on Atomic
Energy). I think the largest single prob-
lem in the energy crisis is that the whole
thing is literally beyond the comprehension
of the American people and their leaders.
Now we've never really had to face anything
like this. . . . Our total history has been one
of surplus.

Literally when the pilgrims stepped ashore,
they could see more timber right in front of
them, than they had left in a large portion
in Europe.

By the time we had Pittsburgh opened up,
we could produce as much iron as all of
Euraope. .

World War II literally floated on a sea of
American oil.

McGee. How do we understand what it
would be like if a country like this suddenly
ran out of energy. . .. We may be able to get
some idea if we look at something that hap-
pened in England last year.

Last year, English coal miners went on
strike. Coal provides 756% of the fuel for Eng-
lish electric power plants. As the production
of electricity stopped, this is what happened.
In the first ten days, schools began to close.
Factories cut back to a three day week. By
the end of the month, 400 thousand people
were out of work. Electric heating of shops,
offices, restaurants, and other public places
were forbidden. Blackouts lasting from a
few minutes to eight hours were put into
effect. As the sirike dragged on, factories
began to work one day a week, One million
people were out of work.

When the lights go on again, all over the
world.

THORNTON BrADsHAwW (President, Arco).
Now, all of this, the British took with a stiff
upper lip and in some ways, really almost
liked it because it brought, at least some of
the older ones, back to the days of the war
when they endured far worse than that ...
but that's not the gut of the problem. The
real core of the problem is that at the peak of
the coal strike, there were a million people
out of work directly attributable to the lack
of energy and they were going out of work
at the rate of 300,000 a day.

Now, where is the catastrophe point? That's
what it’s all about.

McGeE. So what we are talking about is an
economy and a society coming apart and in
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England in 1972, when only some of its energy
was cut off, it took only five weeks.

Brmees. Things like this we simply can-
not comprehend.

That is the largest single problem getting
the magnitude and the complexity of the
problem understood and believed by the
American people and our leaders.

McGee. The point is, it could happen here.
It could happen to us. Not tonight or tomor-
row, It has nothing to do with the problems
we've been looking at . . . dirty energy, rising
costs, temporary shortages, balance of pay-
ments, possible conspiracies. It has to do
only with this:

Somewhere around the end of this century,
we're going to begin running out, forever,
of the fossil fuel that has provided the energy
for our modern society. Sometime before
that, we are going to have to decide what we
can do about It and what we want to do
about it. Some pecple think we simply ought
to change the way we live.

Davio BrRower (Friends of the Earth). I get
back to the main point we have in Friends
of the Earth. There must be a concerted
effort to use less and it's not going to hurt
that much. In fact, I think it will be better
if we get out of these things which kind of
fatten us too much.

And there are going to be lots of jobs in
healing the damage that man has done in his
rather reckless rampage around the earth
over the last century or two.

McGeE, If you see our age of technology as
the reckless rampage Mr, Brower does, the
answer is easy. Stop! Go back to living at a
much lower energy level. Living in a much
different way. But if, despite the pollution
and the waste, you want to live in a high
energy soclety, the decisions are harder.

Because saving and efficiency don't help
enough. You are going to need to use more
energy. And the question is whether, around
the year 2000, you are going to be able to
find it.

This plant turns coal into gas; it is being
operated experimentally. But we do not know
yet, how to make this process work on a
scale big enough and cheap enough to be
practical. Over the past eleven years, the
government has spent about £40 million on
coal gasification research. It will spend $125
million in the next three years, This is less
than we spend every year to pay employees
in military commissaries, about what it cost
to bomb Cambodia for a month.

This is another of the options some people
think will help us solve our energy problems.
Magnetohydrodynamics. MHD, It doesn't con-
vert coal into anything. It burns it more
efficiently. Twice as efficiently as coal is now
burned. The Soviet Union is now testing a
small power plant with an MHD generator.
Some scientists think it is very promising.
The only trouble is that, despite its promise,
it has not yet been proved commercially
practical.

Some people feel we can find an answer to
the energy crisis in rock like this. It is call-
ed shale. An amount of oil six times greater
than all the proved reserves that mow exist
in the world is known to be trapped in this
shale rock under eleven million acres of land
in Colorado, Utah and Wyoming.

The trick is to get it out.

BrapsHaw. We made some 80 studies of the
environmental impact of a shale plant and
then a shale industry in the western, arrid
regions of Colorado. And we are quite con-
vinced that all ecological and all environ-
mental problems can be handled.

So basically we think the shale Industry
is ready to take off,

McGEeE. Some geologists estimate if we pro-
duce a hundred million barrels of oil from
shale, we will also produce twenty cubic miles
of waste.

But if oil can be taken from shale cleanly
and economically, it will help. But it won't
solve this long range energy crisis. At best,
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it will only help to hold it off and slow it
down.

There are no environmental problems with
windmills. And they do generate power. But
not enough.

Tidal power. Here at the Bay of Fundy in
Nova Scotia, they have fifty foot tides. But
most places don’'t have tides like this. and
tidal power simply doesn’t seem practical to
most sclentists.

In northern California, they have these
geysers that spew steam from underground.

This steam can be used and is beginning
to be used to generate electricity. Geothermal
power is vheap and clean. The problem is,
there isn’'t enough of it that we can get at
and use. There 15 an enormous amount at
the core of the earth. We don’t have the tech-
nology to reach it.

Where it is near the surface, there are often
serious problems. Southern California Edison
and other companies have been trying for 256
years to use the steam geysers in the Im-
perial Valley.

Howarp ALLEN (vice president, Southern
California Edison). In the Imperial Valley, it
is hot water, contaminated with minerals
and dissolved solids that will clog up any
generator within a short perlod of time.

But, even if we were to conquer this prob-
lem, which is a tremendous technical one, it
is our judgment that geothermal will not pro-
vide any more than five to eight percent of
the energy needs of Southern California in
the next twenty to twenty five years.

McGEE. We have spent billions of dollars
to develop nuclear power. But geologlsts
estimate that the uranium we will need for
the reactors we are buillding will run out
in about forty years.

This is called a breeder reactor. It is re-
markable because it creates more fuel than
it uses. We have bet billions on the breeder.
Crities argue that it 1s unsafe; that it creates
serlous waste disposal problems, that it can-
not provide new nuclear fuel as fast as we
need it.

Bo, as you can see, there are plenty of
ideas as to how we can solve this energy
crisis. Some of them will help. Some are
impractical on any large scale. Now, we're
going to look at two sources that we know
could fill our energy needs as long as this
earth survives. They would be clean and they
would be cheap. We know how we can use
them. What we don't know yet, is how to
make them work.

McGee. Solar energy. The unlimited en-
ergy of the sun. The problem is the sun
isn't always shining,

Dr. PETER GLAZER. (solar energy expert).
We always have day and night. The sun is
obscured by clouds and we can't predict
when.,

Where the sun shines nearly 24 hours &
day and that place is in orbit around the
earth. And that is a satellite solar power
station concept that we've been pursuing
for the past five years. Now, if we put out a
satellite in space, 22,300 miles away we can
arrange solar collectors to convert sunlight
and then produce electricity. Here we have
24 hours of sunshine and thus, we no longer
need the energy storage which we would
have to have with any device using solar
energy on the earth because the sunlight
there is continuous. With the beam that we
form, we can control very accurately so that
we can hit any of the desired places where
power is required on the face of the earth.

McGeE. But we are a long way from having
solved the problems we need to solve to make
solar energy practical on a large scale. The
solution most scientists are counting on
is nuclear fusion.

Davip RosE (MIT Physicist). This is our
M.LT. controlled nuclear fusion, toy, if you
like.

McGee. The nuclear reactors we use now
release their energy by fission. The atoms
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come apart. Pusion generates energy from
the atoms coming together. Nuclear fusion
would be safe. It would be clean. There would
be no waste problem. And we have an almost
infinite amount of the element deuterium,
which comes from sea water, that we could
use for nuclear fusion.

Rose. Estimates are that to prove whether
controlled nuclear fusion is scientifically
feasible would require an experiment perhaps
ten times as large as this, So this is, a toy.
But what a toy!

It will be something like 1980 before peo-
ple can tell scientifically whether It can come
about.

McGee. And that, finally, is the question.
Are we going to be able to make this fusion
reactor work, sometime in the future? Or will
we find it's just not possible?

On how that question is answered will
probably depend the kind of world our chil-
dren and their children live in.

FraNK McGEE. We have been with this
energy crisis for 3 hours. We have left out
a lot. Three hours has not been enough to
say all there is to say about it. We have
not solved it, It is a crisis precisely because
it is not easy to solve. In this country, we
have used energy as if it would last forever,

We have desecrated our environment. Now
we have come to a time when we can no
longer afford to do either. We have come to
a time when we are going to have to decide,
by the choices we make in the market place,
at the polls, as citizens of this republic, the
shape of our future.

It is, quite simply, up to us. 40 years ago,
commenting on the way we were using up
our resources. Will Rogers said that “when
we want steam, we dig up some coal; when
we want wood, we chop down a tree; when
we want oil, we dig a hole in the ground.
It's when we run out,” Will Rogers sald,
“that we'll find out how good we really are.”

ORDER OF BUSINESS

Mr. ROBERT C. BYRD. Mr. President,
I shall shortly move to recess until the
hour of 11:55 a.m., but before I do so,
I will put in a guorum call and want to
ascertain precisely the status of the
unanimous-consent request entered into
on yesterday in connection with the con-
ference report that was to be called up
today. ;

I suggest the absence of a quorum.

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

The legislative clerk proceeded to eall
the roll.

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

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

ORDER FOR ADJOURNMENT UNTIL
9:45 AM. TOMORROW

Mr. ROBERT C. BYRD. Mr, President,
I ask unanimous consent that when the
Senate completes its business today, it
stands in adjournment until the hour
of 9:45 a.m. tomorrow.

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

ORDER FOR RECOGNITION OF
SENATOR JAVITS TOMORROW
Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that tomorrow,
after the two leaders or their designees
have been recognized under the standing
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order, the distinguished Senator from
New York (Mr, Javirs) be recognized for
not to exceed 15 minutes.

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

ORDER FOR RECOGNITION OF
SENATOR MONDALE TOMORROW
VACATED; ORDER FOR RECOGNI-
TION OF SENATOR MONDALE ON
MONDAY NEXT

Mr. ROBERT C. BYRD. Mr. Presi-
dent, I ask unanimous consent that the
order previously entered for the recog-
nition of the Senator from Minnesota
(Mr. MonpaLE) tomorrow be vacated,
and that he be recognized on Monday
next, following the remarks of the dis-
tinguished junior Senator from Minne-
sota (Mr. HumpHREY), for not to exceed
15 minutes.

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

VALIDATION OF CONSIDERATION
NEXT WEEK OF CONSIDERATION
OF 8. 1636, THE INTERNATIONAL
ECONOMIC POLICY ACT OF 1972;
ORDER TO CONSIDER 8. 356, CON-
SUMER PRODUCTS AND WARRAN-
TIES BILL TODAY

Mr. ROBERT C. BYRD. Mr. Presi-
dent, the order which was conditionally
entered into yesterday with respect to
S. 1636, the International Economic
Policy Act of 1972, as amended, is vali-
dated by virtue of a conversation I have
had today with the distinguished Sena-
tor from Florida (Mr. CHILES). How-
ever, the conference report will not be
called up until next week. Consequently,
I ask unanimous consent that upon the
disposition of the nomination of Mr.
Arnett today, the Senate proceed to the
consideration of the consumer products
and warranties bill, S. 356.

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

Mr. ROBERT C. BYRD. Mr. President,
so it is the understanding that there is
a time agreement on the conference re-
port on 8. 1636, the International Eco-
nomic Policy Act of 1972, without con-
dition.

The ACTING PRESIDENT pro tem-
pore. The Senator is correct.

RECESS UNTIL 11:55 A.M. TODAY

Mr. ROBERT C. BYRD. Mr, President,
I move that the Senate stand in recess
until the hour of 11:55 a.m. today.

The motion was agreed to; and the
Senate, at 11:18 a.m., took a recess until
11:55 a.m.; whereupon the Senate re-
convened when called to order by the
Presiding Officer (Mr. MONTOYA) .

Mr. GRIFFIN. Mr. President, I suggest
the absence of a guorum,

The PRESIDING OFFICER. The clerk
will call the roll.

The second assistant legislative clerk
proceeded to call the roll.

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

The PRESIDING OFFICER. Without
objection, it is so ordered.
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EXECUTIVE SESSION

The PRESIDING OFFICER. Under the
previous order, the hour of 12 noon hav-
ing arrived, the Senate will now resume,
in executive session, its consideration of
the nomination of Alvin J. Arnett to be
Director of the Office of Economic
Opportunity.

What is the pleasure of the Senate?

SEVERAL SENATORS. Vote! Vote!

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

The yeas and nays were ordered.

The PRESIDING OFFICER. The ques-
tion is: Shall the Senate advise and con-
sent to the nomination of Alvin J. Arnett
of Maryland to be the Director of the
Office of Economic Opportunity?

On this question the yeas and nays
have been ordered, and the clerk will
call the roll.

The assistant legislative clerk called
the roil.

Mr., ROBERT C, BYRD. I announce
that the Senator from Arkansas (Mr.
FurerigHT), the Senator from Indiana
(Mr. HARTKE), the Senator from Minne-
sota (Mr. HumMPHREY), the Senator from
Louisiana (Mr, JoHNSTON), and the Sen-
ator from Louisiana (Mr. Long), are
necessarily absent.

I also announce that the Senator from
Colorado (Mr. HaskerL) is absent be-
cause of illness.

I further announce that, if present
and voting, the Senator from Minnesota
(Mr. HuMpPHREY) would vote “yea.”

Mr. GRIFFIN. I announce that the
Senator from Tennessee (Mr. BAKER),
the Senator from Colorado (Mr. DomI-
NIcK), and the Senator from Arizona
(Mr. Fannin), are necessarily absent.

I further announce that, if present and
voting, the Senator from Colorado (Mr.
DominIck) would vote “yea.”

The result was announced—yeas 88,
nays 3, as follows:

[No. 302 Ex.]
YEAS—88

Ervin
Fong
Goldwater
Gravel
Griffin
Gurney
Hansen
Hart
Hatfield
Helms
Hollings
Hruska
Huddleston
Hughes
Inouye

Abourezk
Aiken
Allen
Bartlett
Bayh
Beall
Bellmon
Bennett
Bentsen
Bible
Biden
Brock
Brooke
Buckley
Burdick
Byrd, Jackson
Harry F., Jr. Javits
Byrd, Robert C. Eennedy
Cannon Magnuson
Case Mansfield Stevenson
Chiles Mathias Symington
Church McClellan Taft
Clark McClure Talmadge
Cook McGee Thurmond
Cotton McGovern Tower
Cranston McIntyre Tunney
Dole Metealf Weicker
Domeniel Mondale Willlams
Eagleton Montoya Young
Eastland Moss

NAYS—3
Hathaway Muskie
NOT VOTING—9

Baker Fulbright Humphrey
Dominick Hartke Johnston
Fannin Haskell Long

Nelson
Nunn
Packwood
Pastore
Pearson
Pell

Percy
Proxmire
Randolph
Ribicoff
Roth
Saxbe
Schweiker
Scott, Pa.
Scott, Va.
Sparkman
Stafford
Stennis
Stevens

Curtis
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So the nomination was confirmed.

Mr. JAVITS. I ask that the President
be notified.

The PRESIDING OFFICER. The Pres-
ident will be so notified.

LEGISLATIVE SESSION

The PRESIDING OFFICER. Under
the previous order the Senate will now
return to the consideration of legislative
business.

THE MAGNUSON-MOSS WARRANTY-
FEDERAL TRADE COMMISSION IM-
PROVEMENT ACT

The PRESIDING OFFICER. Under
the previous order the Senate will pro-
ceed to the consideration of S. 356, which
will be stated by title.

The bill was stated by title, as follows:

A bill (S. 366) to provide disclosure stand-
ards for written consumer product warran-
ties against defect or malfunction; to define
Federal content standards for such warran-
ties; to amend the Federal Trade Commission
Act in order to improve its consumer pro-
tection activities; and for other purposes.

The Senate proceeded to consider the
bill, which had been reported from the
Committee on Commerce and the Com-
mittee on Banking, Housing and Urban
Affairs with amendments.

The amendment of the Committee on
Commerce is to strike out all after the
enacting clause and insert:

That this Act may be cited as the “Mag-
nuson-Moss Warranty-Federal Trade Com-
mission Improvement Act”,

TITLE I—CONSUMER PRODUCT

WARRANTIES
DEFINITIONS

Sec. 101. As used in this title—

(1) *“Commission” means the Federal
Trade Commission.

(2) “Consumer product” means any tan-
gible personal property which is normally
used for personal, family, or household pur-
poses, including any such property intended
to be attached to or installed in any real
property regardless of whether it is so at-
tached or installed. Notwithstanding the
foregoing, the provisions of sections 102 and
103 of this title affecting consumer products
apply only to consumer products each of
which actually costs the purchaser more than
five dollars.

(3) “Consumer” means the first buyer at
retail of any consumer product; any person
to whom such product is transferred for
use for personal, family, or household pur-
poses during the effective period of time of
a written warranty or service contract which
is applicable to such product; and any other
person who is entitled by the terms of such
written warranty or service contract or by
operation of law to enforce the obligations
of such warranty or service contract.

(4) "Reasonable and necessary main-
tenance” consists of those operations which
the purchaser reasonably can be expected to
perform or have performed to keep a con-
sumer product operating in a predetermined
manner and performing its intended func-
tion.

(5) “Repair” may, at the option of the
warrantor include replacement with a new,
identical or equivalent consumer product or
component(s) thereof.

(6) “Replacement” or “to replace”, as used
in section 104 of this title, means in addi-
tion to the furnishing of a new, identical or
equivalent consumer product (or com-
ponent(s) thereof), the refunding of the
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actual purchase price of the consumer prod-
uct—

(1) if repair is not commercially prac-
ticable; or

(2) if the purchaser is willing to accept
such refund in lieu of repair or replacement.
If there is replacement of a consumer prod-
uct, the replaced consumer product (free
and clear of all liens and encumbrances)
shall be made available to the supplier.

(7) “Supplier” means any person (includ-
ing any partnership, corporation, or assocla-
tion) engaged in the business of making a
consumer product or service contract avail-
able to consumers, either directly or in-
directly. Occasional sales of consumer prod-
ucts by persons not regularly engaged in the
business of making such products available
to consumers shall not make such persons
“suppliers” within the meaning of this title.

(8) “Warrantor"” means any supplier or
other party who gives a warranty in writing.

(9) “Warranty” includes guaranty; to
“warrant” means to guarantee.

(10) “Warranty in writing” or “written
warranty” means a warranty in writing
against defect or malfunction of a consumer
product.

(A) "“Full warranty” means a written war-
ranty which incorporates the uniform Fed-
eral standards for warranty set forth in
section 104 of this title.

(B) "“Limited warranty” means written
warranty subject to the provisions of this
title which does not incorporate at a mini-
mum the uniform Federal standard for war-
ranty set forth in section 104 of this title.

(11) A “warranty in writing against defect
or malfunction of a consumer product”
means:

(A) any written affirmation of fact or
written promise made at the time of sale
by a supplier to a purchaser which relates
to the nature of the material or workman-
ship and affirms or promises that such mate-
rial or workmanship is defect-free or will
meet a specified level of performance over a
specified period of time, or

(B) any undertaking in writing to refund,
repair, replace, or take other remedial action
with respect to the sale of a consumer prod-
uct if such product fails to meet the speci-
fications set forth in the undertaking,
which written afirmation, promise, or under-
taking becomes part of the basis of the bar-
galn between the supplier and the pur-
chaser.

(12) “Without charge” means that the
warrantor(s) cannot assess the purchaser for
any costs the warrantor or his representatives
incur in connection with the required re-
pair or-replacement of a consumer product
warranted in writing. The term does not
mean that the warrantor must necessarily
compensate the purchaser for incidental ex-
penses. However, if any incidental expenses
are incurred because the repair or replace-
ment is not made within a reasonable time or
because the warrantor imposed an unrea-
sonable duty upon the purchaser as a con-
dition of securing repair or replacement, then
the purchaser shall be entitled to recover
such reasonable incidental expenses in any
action against the warrantor for breach of
warranty under section 110(b) of this title.

DISCLOSURE REQUIREMENTS

Sec. 102. (a) In order to improve the ade-
quacy of information available to consumers,
prevent deception, and improve competition
in the marketing of consumer products, the
Commission is authorized to issue rules, in
accordance with section 109 of this title,
which may—

(1) prescribe the manner and form in
which information with respect to any writ-
ten warranty shall be clearly and conspicu-
ously presented or displayed when such in-
formation is contained advertising labeling,
point-of-sale material, or other representa-
tions in writing; and
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(2) require the inclusion in any writ-
ten warranty, in simple and readily under-
stood language, fully and conspicuously dis-
closed, items of information which may in-
clude, among others:

(A) clear identification of the name and
address of the warrantor;

(B) identity of the class or classes of per-
sons to whom the warranty is extended;

(C) the products or parts covered;

(D) a statement of what the warrantor
will do In the event of a defect or malfunc-
tion—at whose expense—and for what period
of time;

(E) a statement of what the purchaser
must do and what expenses he must bear;

(F') exceptions and exclusions from the
terms of the warranty;

(G) the step-by-step procedure which the
purchase should take in order to obtain per-
formance of any obligation under the war-
ranty, including the identification of any
class of persons authorized to perform the
obligations set forth in the warranty;

(H) on what days and during what hours
the warrantor will perform his obligations;

(I) the period of time within which, after
notice of malfunction or defect, the war-
rantor will under normal circumstances re-
pair, replace, or otherwise perfom any obli-
gations under the warranty;

(J) the availability of any informal dis-
pute settlement procedure offered by the
warrantor and a recital that the purchaser
must resort to such procedure before pursu-
ing any legal remedies in the courts; and

(K) a recital that any purchaser who suc-
cessfully pursues his legal remedles In court
may recover the reasonable costs Incurred,
including reasonable attorneys’' fees.

(b) Nothing in this title shall be deemed
to authorize the Commission to prescribe the
duration of warranties given or to require
that a product or any of its components be
warranted, except that the Commission may
prescribe rules pursuant to section 553 of
title 5, United States Code, that the term of
a warranty or service contract shall be ex-
tended to correspond with any period in
excess of a reasonable period (not less than
ten days) during which the purchaser is de-
prived of the use of a product by reason of
a defect or malfunction, Except as provided
in section 104 of this title, nothing in this
title shall be deemed to authorize the Com-
mission to prescribe the scope or suhstance
of written warranties.

(¢) No warrantor of a consumer product
may condition his warranty of such product
on the consumer’s using, in connection with
such product, any article or service which
is directly or indirectly identified by brand,
trade, or corporate name; except that the
prohibition of this subsection may be waived
by the Commission if it finds that the im-
position of such a condition is reasonable
and in the public interest.

DESIGNATION OF WARRANTIES

Sec. 103. (a) Any supplier warranting in
writing a consumer product shall clearly and
conspicuously designate such warranty as
provided herein unless exempted from doing
so by the Commission pursuant to section
109 of this title: -

(1) If the written warranty incorporates
the uniform Federal standards for warranty
set forth in section 104 of this title, and does
not limit the liability of the warrantor for
consequential damages, then it shall be con-
spicuously designated as “full (statement of
duration)” warranty, guaranty, or word of
similar meaning. If the written warranty
incorporates the uniform Federal standards
for written warranty set forth in section 104
of this title and limits or excludes the lia-
bility of the warrantor for consequential
damages as permitted by applicable State
law, then it shall be conspicuously designated
as “full (statement of duration)” warranty,
guaranty, or word of similar import. *(Lia-
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bility for consequential damages limited;
remedy limited to free repair or replacement
within a reasonable time, without charge)”,
or as otherwise prescribed by the Commission
pursuant to section 109 of this Act.

(2) If the written warranty does not in-
corporate the Federal standards for warranty
set forth in section 104 of this title, then
it shall be designated in such manner so as
to indicate clearly and conspicuously the
limited scope of the coverage afforded.

(b) Written statements or representations,
such as expressions of general policy con-
cerning customer satisfaction which are not
subject to any specific limitations shall not
be deemed to be warranties in writing for
purposes of sections 102, 103, and 104 of this
title but shall remain subject to the provi-
sions of the Federal Trade Commission Act
and section 110 of this title.

UNIFORM FEDERAL STANDARDS FOR WRITTEN

WARRANTY

Sec. 104. (a) Any supplier warranting in
writing a consumer product must undertake
at a minimum the following duties in order
to be deemed to have incorporated the
uniform Federal standards for written
warranty—

(1) to repair or replace any malfunction-
ing or defective consumer product covered
by such warranty;

(2) within a reasonable time; and

(3) without charge.

In fulfilling the above duties, the warrantor
shall not impose any duty upon a purchaser
as a condition of securing such repair or
replacement other than notification unless
the warrantor can demonstrate that such a
duty is reasonable. In a determination by the
Commission or a court of whether or not any
such additional duty or duties are reason-
able, the magnitude of the economic burden
necessarily imposed upon the warrantor (in-
cluding costs passed on to the purchaser)
shall be weighed against the magnitude of
the burdens of inconvenience and expense
necessarily imposed upon the purchaser,

(b) If repair is necessitated an unreason-
able number of times during the warranty
period the purchaser shall have the right to
demand and receive replacement of the con-
sumer product.

(e) The above dutles extend from the war-
rantor to the consumer.

(d) The performance of the duties enu-
merated in subsection (a) of this section
shall not be required of the warrantor if he
can show that damage while in the possession
of the purchaser or unreasonable use (in-
cluding failure to provide reasonable and
necessary maintenance) caused any war-
ranted consumer product to malfunction or
become defective.

FULL AND LIMITED WAREANTIES OF A CONSUMER
PRODUCT

Sec. 105. Nothing in this title shall prohibit
the selling of a consumer product which has
both full, full (with limitation of liability
for consequential damages) and limited war-
ranties if such warranties are clearly and
conspicuously differentiated.

SERVICE CONTRACTS

Sec. 106. Nothing in this title shall be con=-
strued to prevent a supplier from selling a
service contract to the purchaser in addition
to or in lieu of a warranty in writing if the
terms and conditions of such contract are
fully and conspicuously disclosed in simple
and readily understood language. The Com-~
mission is authorized to determine, in accord-
ance with section 109 of this title, the man-
ner and form in which the terms and con-
ditions of service contracts shall be clearly
and conspicuously disclosed.

DESIGNATION OF REPRESENTATIVES

Bec. 107. Nothing in this title shall be con=-
strued to prevent any warrantor from mak-
ing any reasonable and equitable arrange-
ments for representatives to perform duties
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under a written warranty except that no such
arrangements shall relieve the warrantor of
his direct responsibilities to the purchaser
nor necessarily make the representative & co-
warrantor,
LIMITATION ON DISCLATMER OF IMPLIED
WARRANTIES

Sec. 108. (a) There shall be no express dis«
claimer of implied warranties to a purchaser
if any written warranty or service contract
in writing is made by & supplier to a pur-
chaser with regard to a consumer product.

{(b) For purposes of this title, implied
warranties may not be limited as to dura-
tlon expressly or Implledly through a desig-
nated warranty in wrlting or other express
warranty.

FEDERAL TRADE COMMISSION

Sec. 109. The Commission is authorized to
establish rules pursuant to section 553 of
title 5, United States Code, upon a public
record after an opportunity for an agency
hearing structured so as to proceed as expe-
ditiously as practicable to—

(a) prescribe the manner and form in
which Information with respect to any writ-
ten warranty shall be disclosed and the
items of information to be included in any
written warranty as provided in section 102
of this title;

(b) prescribe the manner and form in
which terms and conditions of service con-
tracts shall be disclosed as provided in sec-
tion 106 of this title;

(c) determine when a warranty in writ-
ing does not have to be deslgnated in accord-
ance with section 103 of this title;

(d) define In detail the disclosure require-
ments in paragraph (2) of subsection (a) of
section 103 of this title; and

(e) define In detail the dutles set forth in
subsections (a), (b), and (c) of section 104
of this title and their applicability to war-
rantors of different categorles of consumer
products with “full” warranties.

PRIVATE REMEDIES

Sec. 110, (a) Congress hereby declares it
to be its policy to encourage suppliers to
establish procedures whereby consumer dis-
putes are fairly and expeditiously settled
through informal dispute settlement mech-
anisms. Such informal dispute settlement
procedures should be created by suppliers
in cooperation with independent and gov-
ernmental entities pursuant to guidelines
established by the Commission. If a supplier
incorporates any such informal dispute set-
tlement procedure in any written warranty
or service contract, such procedure shall ini-
tially be used by any consumer to resolve
any complaint arlsing under such warranty
or service contract. The bona fide operation
of any such dispute settlement procedure
shall be subject to review by the Commission
on its own initiative or upon a written com-
plaint filed by any injured party.

{b) Any purchaser damaged by the fallure
of a supplier to comply with any obligations
assumed under a written warranty or serv-
ice contract in writing subject to this title
may bring suit for breach of such warranty
or service contract in an appropriate
district court of the United States subject
to the jurisdictional requirements of sec-
tion 13321 of title 28, United States Code.
Any purchaser damaged by the failure of a
supplier to comply with any obligations as-
sumed under an express or implied warranty
or service contract subject to this title may
bring sult In any State or District of Co-
lumbia court of competent jurisdiction. Prior
to commencing any legal proceeding for
breach of warranty or service contract under
this section, a purchaser must have afforded
the supplier a reasonable opportunity to
cure the alleged breach and must have used
the Informal dispute settlement mechanisms,
if any, established under subsection (a) of
this section. Nothing in this subsection shall
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be construed to change in any way the jurls-
dictional or venue requirements of any
State.

{c) Any purchaser who shall finally pre-
vail in any suit or proceeding for breach
of an express or implied warranty or service
contract brought under section (b) of this
section shall be allowed by the court to
recover as part of the judgment a sum equal
to the aggregate amount of cost and expenses
(including attorneys’' fees based on actual
time expended) determined by the court to
have been reasonably incurred by such pur-
chaser for or in connection with the in-
stitution and prosecution of such suit or pro-
ceeding unless the court in its discretion
shall determine that such an award of at-
torneys' fees would be inappropriate.

{(d) (1) For the purposes of this section,
an “express warranty” is created as fol-
lows:

{A) Any affirmation of fact or promise
made by a supplier to the purchaser which
relates to a consumer product or service
and becomes part of the basis of the bar-
galn creates an express warranty that the
consumer product or service shall conform to
the affirmation or promise.

(B) Any description of a consumer prod-
uct which is made part of the bargain cre-
ates an express warranty that the consumer
product shall conform to the description.

{C) Any sample or model which is made

part of the basis of the bargain creates an
express warranty that the consumer product
shall conform to the sample or model.
It is not necessary to the creation of an ex-
press warranty that the supplier use for-
mal words such as “warranty” or “guaranty”
or that he have a specific intention to make
a warranty. An afiirmation merely of the
value of the consumer product or service
or a statement purporting to be merely
the supplier’s opinion or commendation of
the consumer product or service does not
by itself create a warranty.

(2) Only the supplier actually making an
affirmation of fact or promise, a description,
or providing a sample or model shall be deem-
ed to have created an express warranty under
this section and any rights arising there-
under may only be enforced agalnst such
supplier and no other supplier.

GOVERNMENT ENFORCEMENT

Sec. 111. (a) It shall be unlawful and a
violation of section 5(a) (1) of the Federal
Trade Commission Act (15 U.S.C. 45(a) (1))
for any person (including any partnership,
corporation, or association) subject to the
provisions of this title to fail to comply
with any requirement imposed on such per-
son by or pursuant to this title or to violate
any prohibition contained in this title.

(b) (1) The district courts of the United
States shall have jurisdiction to restrain vio-
lations of this title in an action by the At-
torney General or by the Commission by any
of its attorneys designated by It for such
purpose. Upon a proper showing, and after
notice to the defendant, a temporary re-
stralning order or preliminary injunection
shall be granted without bond: Provided,
however, That if a complaint is not filed
within such period as may be specified by
the court after the issuance of the restrain-
ing order or preliminary injunction, the order
or injunction may, upon motion, be dissolved.
Whenever it appears to the court that the
interests of justice require that other persons
should be parties in the action, the court
may cause them to be summoned whether or
not they reside In the district in which the
court is held, and to that end process may
be served in any district.

(2) (A) Whenever the Attorney General
has reason to believe that any person under
investigation may be in possession, custody,
or control of any documentary material, rel-
evant to any violation of this title, he may,
prior to the institution of a proceeding un-
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der this section cause to be served upon such
person, a civil investigative demand requiring
such person to produce the documentary ma-
terial for examination.

(B) Each such demand shall—

{1) state the nature of the conduct alleged
to constitute the violation of this title which
is under investigation;

(ii) describe the class or classes of docu-
mentary material to be produced thereunder
with such definiteness and certalnty as to
permit such material to be fairly identified;

(iii) prescribe a return date which will
provide a reasonable period of time within
which the material so demanded may be as-
sembled and made available for inspection
and copying or reproduction; and

(iv) identify the custodian to whom such
material shall be furnished.

(C) No demand shall—

(i) contain any requirement which would
be held to be unreasonable if contained in
8 subpena duces tecum issued by a court
of the United States in a proceeding brought
under this sectlion; or

(1) require the production of any docu-
mentary evidence which would be privileged
from disclosure if demanded by a subpena
duces tecum issued by a court of the United
States in any proceeding under this section.

(D) Any such demand may be served at
any place within the territorial jurisdiction
of any court of the United States.

(E) Service of any such demand or of any
petition filed under subparagraph (G) of
this subsection may be made upon any per-
son, partnership, corporation, association, or
other legal entity by—

(1) delivering a duly executed copy thereof
to such person or to any partner, executive
officer, managing agent, or general agent
thereof, or to any agent thereof authorized
by appointment or by law to receive service
of process on behalf of such person, partner-
ship, corporation, assoclation, or entity;

(ii) delivering a duly executed copy thereof
to the principal office or place of business of
the person, partnership, corporation, associa-
tion, or entity to be served; or

(lii) depositing such copy in the United
States malils, by registered or certified mail
duly addressed to such person, partnership,
corporation, association, or entity at its prin-
cipal office or place of business.

(F) A verified return by the Individual
serving any such demand or petition setting
forth the manner of such service shall be
proof of such service. In the case of service
by registered or certified mall, such return
shall be accompanied by the return post office
receipt of delivery of such demand.

(G) The provisions of sections 4 and § of
the Antitrust Civil Process Act (15 U.S.C.
1313, 1314) shall apply to custodians of ma-
terial produced pursuant to any demand and
to judicial proceedings for the enforcement
of any such demand made pursuant to this
section: Provided, ho , That d ments
and other information obtained pursuant to
any civil investigative demand issued here-
under and in the possession of the Depart-
ment of Justice may be made available to
duly authorized representatives of the Com-
mission for the purpose of investigations and
proceedings under this title and under the
Federal Trade Commission Act subject to the
limitations upon wuse and disclosure con-
tained in section 4 of the Antitrust Civil
Process Act (15 U.S.C. 1313).

SAVING PROVISION

Sgc. 112. Nothing contained in this title
shall be construed to repeal, invalidate, or
supersede the Federal Trade Commission Act
(15 UB.C. 41 et seq.) or any statute defined
as an Antitrust Act.

SCOPE

Sec. 113. (a) The provisions of this title
and the powers granted hereunder to the
Commission and the Attorney General shall
extend to all sales of consumer products and
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service contracts affecting Interstate com-
merce: Provided, however, That such pro-
visions and powers shall not be exercised in
such a manner as to interfere with warran-
ties applicable to consumer products, or com-
ponents thereof, created and governed by
other Federal law.

(b) Labeling, disclosure, or other require-
ments of a State with respect to written war-
ranties and performance thereunder, not
identical to those set forth in section 102,
103, or 104 of this title or with rules and reg-
ulations of the Commission issued in accord-
ance with the procedures set forth in sec-
tion 109 of this title, or with guidelines of
the Commission, shall not be applicable to
warranties complying therewith. However, if,
upon application of an appropriate State
agency, the Commission determines (pursu-
ant to rules issued in accordance with the
Federal Trade Commission Act, as amended)
that any requirement of such State (other
than a labeling or disclosure requirement)
covering any transaction to which this title
applies—

(1) affords protection to consumers greater
than the requirements of this title; and

(2) does mnot unduly burden interstate
commerce,
then transactions complying with any such
State requirement shall be exempt from the
provisions of this title to the extent specified
in such determination for so long as such
Btate continues to administer and enforce
effectively any such greater requirement.

(c) Nothing in this title shall be con-
strued to supersede any provision of State
law regarding consequential damages for in-
jury to the person or any State law restrict-
ing the ability of a warrantor to limit his 1i-
ability for consequential damages.

EFFECTIVE DATE

Sec. 114, (a) Except for the limitations in
subsection (b) of this section, this title shall
take effect six months after the date of its
enactment but shall not apply to consumer
products manufactured prior to such effec-
tive date.

(b) Those requirements in this title which
cannot be reasonably met without the
promulgation of rules by the Commission
shall take effect six months after the final
publication of such rules which shall be pub-
lished (subject to future amendment or revo-
cation) as soon as possible but no later than
one year after the date of enactment of this
Act: Provided, That the Commission, for
good cause shown, may provide designated
classes of suppliers up to six months addi-
tional time to bring their written warranties
into compliance with rules promulgated un-
der this title.

(¢) The Commission shall promulgate
initial rules for initial implementation of this
title, including guidelines for the establish-
ment of informal dispute settlement pro-
cedures pursuant to section 110(a) of this
title, as soon as possible after enactment but
in no event later than one year after the date
of enactment of this Act.

TITLE II—FEDERAL TRADE COMMISSION
IMPROVEMENTS

Sec. 201. Section 5 of the Federal Trade
Commission Act (156 U.B.C. 45) is amended by
striking out the words “in commerce” wher-
ever they appear and inserting in lieu thereof
“affecting commerce”.

SEC. 202. Section 5(a) of the Federal Trade
Commission Act (15 USB.C. 45(a)) is
amended by inserting after paragraph (6) as
amended by section 212 of this title the fol-
lowing new paragraph:

“(7) The Commission may initiate civil
actions in the distriet courts of the United
States against persons, partnerships, or cor-
porations engaged In any act or practice
which 1s unfair or deceptive to a consumer
and is prohibited by subsection (a) (1) of this
section with actual knowledge or knowledge
fairly implied on the basis of objective cir-
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cumstances that such act is unfair or decep-
tive and is prohibited by subsection (a) (1)
of this section, to obtain a civil penalty of
not more than $10,000 for each such violation.
The Commission may comprise, mitigate, or
settle any actlon for a civil penalty If such
settlement is accompanied by a public state-
ment of its reasons and is approved by the
court.”

Sec. 203. Section 5(a) of the Federal Trade
Commission Act (15 U.S.C. 45(a) ) is amended
by inserting after paragraph (7) as added by
section 202 of this title the following new
paragraph:

“(8) After an order of the Commission to
cease and desist from engaging In acts or
practices which are unfair or deceptive to
consumers and proscribed by section 5(a)
(1) of this Act has become final as provided
in subsection (g) of this section, the Com-
mission, by any of its attorneys designated
by it for such purpose, may institute civil
actions in the district courts of the United
States to obtain such relief as the ecourt
shall find necessary to redress injury to
consumers caused by the specific acts or
practices which were the subject of the pro-
ceeding pursuant to subsection (b) of this
section and the resulting cease-and-desist
order, including, but not limited to, rescis-
sion or reformation of contracts, the re-
fund of money or return of property, public
notification of the violation, and the pay-
ment of damages, except that nothing in
this section is Intended to authorize the
imposition of any exemplary or punitive
damages. The court shall cause notice to be
given reasonably calculated, under all of
the circumstances, to apprise all consumers
allegedly injured by the defendant’s acts of
the pendency of such action. No action may
be brought by the Commission under this
subsection more than two years after an
order of the Commission upon which such
action is based has become final. Any action
initiated by the Commission under this sub-
section may be consolidated as the court
deems appropriate with any other action
requesting the same or substantially the
same rellef upon motion of a party to any
such action.

SEc. 204. Section 5(1) of the Federal Trade
Commission Act (15 U.S.C. 45(1) is amended
by striking subsection (1) and inserting In
lieu thereof the following new paragraph:

“(1) Any person, partnership, or corpora-
tion who violates an order of the Commis-
sion after it has become final, and while
such order is in effect, shall forfeit and pay
to the United States a civil penalty of not
more than $10,000 for each violation, which
shall accrue to the United States and may
be recovered in a civil action brought by
the Attorney General of the United States
or by the Commission in its own name by
any of its attorneys designated by it for
such purpose. Each separate violation of
such an order shall be a separate offense,
except that in the case of a violation
through continuing failure or neglect to
obey a final order of the Commission, each
day of continuance of such failure or ne-
glect shall be deemed a separate offense. In
such actions, the United States district
courts are empowered to grant mandatory
injunctions and such other and further
equitable relief as they deem appropriate
in the enforcement of such final orders of
the Commission."”

BSEc. 205. Section 5 of the Federal Trade
Commission Act (15 U.B.C. 45) is amended
by adding at the end thereof the following
new subsection:

“(m) Whenever in any civil proceeding in-
volving this Act the Commission is author-
ized or required to appear in a court of
the United States, or to be represented
therein by the Attorney General of the
United States, the Commission may elect
to appear In its own name by any of its
attorneys designated by it for such purpose.”
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Sec. 208. Section 6 of the Federal Trade
Commission Act (15 U.S.C. 46) is amended by
striking out the words “in commerce’ wher-
ever they appear and inserting in lieu thereof
“in or whose business affects commerce'.

Sec. 207. Section 9§ of the Federal Trade
Commission Act (15 US.C. 49) is amended
by—

(a) deleting the word “corporation” in the
first sentence of the first unnumbered para-
graph and inserting in lieu thereof the word
“party';

(b) inserting after the word “Commission"
in the second sentence of the second un-
numbered paragraph the phrase “acting
through any of its attorneys designated by
it for such purpose”, and

(c) deleting the fourth unnumbered para-
graph and inserting in lieu thereof the fol-
lowing:

“Upon the application of the Attorney
General of the United States or of the Com-
mission, acting through any of its attor-
neys designated by it for such purpose, the
district courts of the United States shall have
Jurisdiction to issue writs of mandamus
commanding any person or corporation to
comply with the provisions of this Act or
any order of the Commission issued under
this Act.”

Sec. 208, Section 10 of the Federal Trade
Commission Aect (15 US.C. 50) is amended
by deleting the third unnumbered paragraph
and inserting in lieu thereof the following:

“If any corporation required by this Act
to file any annual or special report shall fail
to do so within the time fixed by the Com-
mission for filing such report, then, if such
failure shall continue for thirty days after
notice of such default, the corporation shall
forfeit to the United States the sum of $100
for each and every day of the continuance
of such failure. Such forfeiture shall be pay-
able into the Treasury of the United States
and shall be recoverable in a civil suit
brought by the Attorney General or by the
Commission, acting through any of its at-
torneys designated by it for such purpose,
in the district where the corporation has
its prinecipal office or in any district in which
it does business.”

Sec. 209. SBection 12 of the Federal Trade
Commission Act (156 US.C. 52) is amended
by striking out the words “in commerce”
wherever they appear and inserting in lleu
thereof “in or having an effect upon com-
merce”.

Sec. 210. Section 13 of the Federal Trade
Commission Act (15 U.S.C. 63) iz amended
by redesignating “(b)" as “(¢)” and insert-
ing the following new subsection:

*“(b) Whenever the Commission has reason
to believe—

(1) that any person, partnership, or cor-
poration is engaged In, or is about to engage
in, any act or practice which is unfair or
deceptive to a consumer, and is prohibited
by section 5, and

“(2) that the enjoining thereof pending
the issuance of a complaint by the Commis-
sion under section 5, and until such com-
plaint is dismissed by the Commission or set
aside by the court on review, or until the
order of the Commission made thereon has
become final within the meaning of section 5,
would be in the interest of the public—
the Commission by any of its attorneys desig-
nated by it for such purpose may bring suit
in a district court of the United States to
enjoin any such act or practice. Upon a
proper showing that such action would be in
the public interest, and after notice to the
defendant, a temporary restraining order or
a preliminary injunction may be granted
without bond: Provided, however, That If a
complaint under section 5 is not filed within
such period as may be specified by the court
after Issuance of the temporary restraining
order or preliminary injunction, the order
or injunction may be dissolved by the court
and be of no further force and effect: Pro-
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vided further, That in proper cases the Com-
mission may seek, and, after proper proof,
the court may issue a permanent injunction.
Any such suit shall be brought in the district
in which such person, partnership, or corpo-
ration resides or transacts business.”

Sec. 211, Section 16 of the Federal Trade
Commission Act (15 U.S.C. 56) is amended
to read as follows:

“Sgc, 16. Whenever the Federal Trade Com-
mission has reason to belleve that any person,
partnership, or corporation is liable to a pen-
alty under section 14 or under subsectlon (1)
of section 5 of this Act, it shall—

*(a) certify the facts to the Attorney Gen-
eral, whose duty it shall be to cause appro-
priate proceedings to be brought for the en-
forcement of the provisions of such section
or subsection; or

“(b) itself cause such appropriate proceed-
ings to be brought.”

[SEc, 212. (a) Section 5(a) (6) of the Fed-
eral Trade Commission Act (15 U.S.C. 45(a)
(6)) is amended—

L[(1) by striking out “banks,”; and

L(2) by adding at the end thereof before
the period a colon and the following:
“provided, however, That with respect to
financial institutions such authority shall
only be exercised to prevent unfair or decep-
tive acts or practices affecting commerce
(including acts or practices which are unfair
or deceptive to a consumer)".

L(b) Sectlon 6 of the Federal Trade Com-
mission Act (15 U.S.C. 45) is amended by
adding at the end of subsection (m), added
by section 305 of this title, the following two
new subsections—

["(n) Rules and regulatlons prescribed by
the Commission in carrying out the author-
ity conferred by this section with respect to
unfair or deceptive acts or practices (includ-
ing acts or practices which are unfair or de-
ceptive to a consumer) shall, insofar as they
apply to or affect any financlal Institution as
defined in section 5(0) (3) of this Act, be is-
sued only after consultation with—

[“(1) the Comptroller of the Currency, if
the institution is a national bank or a bank
operating under the code of law of the Dis-
trict of Columbia;

[(2) the Board of Governors of the Fed-
eral Reserve System, If the Institution is a
member bank of the Federal Reserve System
(other than a bank referred to in paragraph
1))
¢ 2:‘2(3} the Board of Directors of the Federal
Deposit Insurance Corporation, if the insti-
tution is a bank the deposits of which are
insured by such corporation (other than a
bank referred to in paragraph (1) or (2));

['(4) the Federal Home Loan Bank Board,
if the institution is a member of a Federal
home loan bank or the accounts of which
are insured by the Federal Savings and Loan
Insurance Corporation; or

[“(5) the Administrator of the National
Credit Union Administration, if the institu-
ilon is a credit union the accounts of which
are insured by such Administrator.

[“(0) (1) The power of the Commission to
prevent financlal institutions from using un-
fair or deceptive acts or practices affecting
commerce (including acts or practices which
are unfair or deceptive to a consumer), pur-
suant to paragraph (6) of subsection (a) of
this section, shall be delegated by the Com-
mission, subject to paragraph (2) of this
subsection, to—

['(A) the Comptroller of the Currency, if
the institution is a national bank or a bank
operating under the code of law of the Dis-
trict of Columbia;

[“(B) the Board of Governors of the Fed-
eral Reserve System, if the institution is a
member bank of the Federal Reserve System
(other than a bank referred to in paragraph
A));
$ l);'?(C) the Board of Governors of the Fed-
eral Deposit Insurance Corporation, if the
institution is a bank the deposits of which
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are insured by such corporation (other than
& bank referred to in paragraph (A) or (B));

[*(D) the Federal Home Loan Bank Board,
# the Institutlon is a member of a Federal
home loan bank or the accounts of which
are insured by the Federal Savings and Loan
Insurance Corporation; or

[“(E) the Administrator of the National
Credit Union Administration, if the institu-
tion is a credit union the accounts of which
are insured by such Administrator.

[“(2) At any time by rule in accordance
with section 553 of title 5, United States
Code, the Commission may request and shall
recelve redelegation of the power to prevent
particular finanecial institutions regulated by
a particular agency described in paragraph
(1) of this subsection from using unfair or
deceptive acts or practices affecting com-
merce (including acts or practices which are
unfalr or deceptive to a consumer) from any
agency to which such power has been
delegated in accordance with such paragraph,
upon a finding that such redelegation is
necessary to prevent any such financial in-
stitutions from using unfair or deceptive acts
or practices.

[“(3) As used in this section, the term
“financial institution” means—

L(A) any bank the deposits of which are
insured by the Federal Deposit Insurance
Corporation;

L[(B) any savings and loan association the
accounts of which are insured by the Fed-
eral Savings and Loan Insurance Corpora-
tion;

L[(C) any thrift or home financing institu-
tion which is a member of a Federal home
loan bank; or

[(D) any credit union the accounts of
which are insured by the Administrator of

the National Credit Union Administration."}

The amendment of the Committee on
Banking, Housing and Urban Affairs is
to the substitute amendment of the Com-
mittee on Commerce, to strike out the
language beginning on page 60, after line
12, down to and including line 2 on page
64, and insert as follows:

TITLE IIT—FINANCIAL INSTITUTIONS

Sec. 301. (a) In order to prevent unfair or
deceptive acts or practices affecting commerce
(including acts or practices which are unfair
or deceptive to a consumer) by finaneial in-
stitutions, each Federal regulatory agency of
financial institutions shall establish a sep-
arate division of consumer affairs which shall
receive and take appropriate action upon
complaints with respect to such acts or prac-
tices by financial institutions subject to its
Jurisdiction. The Board of Governors of the
Federal Reserve System shall prescribe regu-
lations to carry out the purposes of this sec-
tion, including regulations defining with spe-
cificity such wunfair or deceptive acts or
practices.

(b) Compliance with the requirements im-
posed under this section shall be enforced
under—

(1) section 8 of the Federal Deposit Insur-
ance Act, in the case of—

(A) national banks and banks operating
under the code of law for the District of Co-
lumbia by the divislon of consumer affairs
established by the Compirolier of the
Currency;

(B) member banks of the Federal Reserve
System (other than banks referred to In
clause (A) by the division of consumer affairs
established by the Board of Governors of the
Federal Reserve System;

(C) banks insured by the Federal Deposit
Insurance Corporation (other than banks
referred to in clause (A) or (B)) and mutual
savings banks, as defined in the Federal De-
posit Insurance Act, by the division of con-
sumer affairs established by the Board of
Directors of the Federal Deposit Insurance
Corporation;
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(2) section 5(d) of the Home Owners’ Loan
Act of 1933, section 407 of the National Hous-
ing Act, and sections 6(1) and 17 of the Fed-
eral Home Loan Bank Board (acting directly
or through the Federal Savings and Loan
Insurance Corporation), in the case of any
institution subject to any of those provi-
slons; and

(3) the Federal Credit Union Act, by the
division of consumer affairs established by
the Administrator of the National Credit
Union Administration with respect to any
Federal credit union.

(c) For the purpose of the exercise by any
agency referred to In subsection (b) of its
powers under any Act referred to in that sub-
section, a violation of any requirement im-
posed under this section shall be deemed to
be a violatlor of a requirement imposed un-
der that Act. In addition to its powers under
any provision of law specifically referred to
in subsection (b), each of the agencies re-
ferred to in that subsection may exercise, for
the purpose of enforcing compliance with
any other authority conferred on it by law.

(d) The authority of the Board of Gover-
nors of the Federal Reserve System to issue
regulations under this section does not im-
pair the authority of any other agency desig-
nated in this section to make rules respect-
ing its own procedures in enforcing compli-
ance with requirements imposed under this
section.

(e) Each agency exercising authority un-
der this section shall transmit to the Con-
gress not later than March 15 of each year
a detalled report on its activities under this
section during the preceding calendar year.

(1) As used in this section—

(1) the term “financial
means—

(A) any bank the deposits of which are
insured by the Federal Deposit Insurance
Corporation and any mutual savings bank, as
defined in the Federal Deposit Insurance
Act;

(B) any savings and loan assoclatlon the
accounts of which are insured by the Fed-
eral Savings and Loan Insurance Corpora-
tion;

(C) any thrift or home financing institu-
tion which is a member of a Federal home
loan bank; and

(D) any credit union the saccounts of
which are insured by the Administrator of
the National Credit Union Administration;
and

(2) the term “Federal regulatory agency
of financial institutions” means—

(A) the Comptroller of the Currency,
the Iinstitution 1s a national bank or a
bank operating under the Code of Law
of the District of Columbia;

(B) the Board of Governors of the Federal
Reserve System, if the institution is a mem-
ber of the Federal Reserve System (other
than a bank referred to in clause (A)):

(C) the Board of Directors of the Federal
Deposit Insurance Corporation, if the insti-
tution Is a bank the deposits of which are
insured by such corporation (other than
a bank referred to in clause (A) or (B)) ora
mutual savings bank, as defined in the
Federal Deposit Insurance Act:

(D) the Federal Home Loan Bank Board,
if the institution is a member of a Federal
home loan bunk or the accounts of which
are insured by the Federal Savings and Loan
Insurance Corporation; and

(E) the Administrator of the National
Credit Union Administration, if the institu-
tion is a credit union the accounts of
which are insured by the Administrator.

institution™

MODIFICATION OF ORDER AP-
POINTING EX OFFICIO CON-
FEREES ON S. 1081

Mr. JACKSON. Mr. President, I ask
unanimous consent that the order of
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September 7, 1973, appointing the Sen-
ators from Alaska (Mr. STEVENS and Mr.
GRAVEL) as ex officio conferees on 8. 1081,
the so-called Alaska pipeline bill, be
modified to provide that they shall have
full participation in the conference but
without the right to vote. This is in keep-
ing with the understanding I had with
the Senators before the appointments
were made.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ORDER OF BUSINESS

Mr. SPARKMAN addressed the Chair.

Mr. ROBERT C. BYRD. Mr. President,
may we have order while the Senator
from Alabama speaks.

The PRESIDING OFFICER. Will Sen-
ators please be seated.

The Senator from Alabama Is recog-
nized.

Mr. SPAREMAN. Mr. President, I
would like to get some information. I
have heard the order of business an-
nounced. We had been told that we would
be expected to call up a conference re-
port at this time. Of course, a conference
report is a privileged matter. Now, upon
coming to the Chamber with all of my
material in connection with the presen-
tation of that conference report I am
told that it is to be displaced by the
present proposed legislation.

I am interested in the legislation that
has just been laid before the Senate. I
intend to be here in connection with it,
but I had no notice that we should not
call the conference report up at this time.
No one has spoken to me about it. I had
a conversation with the majority leader
vesterday afternoon. He said it would
be the intention of the leadership to call
it up today and he asked me about set-
ting a time. I told him I had no objection
to a limitation of time, that I had not
discussed it with the ranking minority
member (Mr. Tower). The Senator from
Texas (Mr. Tower) did come around
about that time and he said he had no
objection. The majority leader asked me
if I knew of anyone that might have some
question about it and would object to
the time limitation.

I told him I did not know of anyone;
that no one had spoken to me; that I
had seen a letter that was put out dur-
ing the adjournment of Congress, ad-
dressed ‘“Dear Colleague,” pertaining to
that particular matter; and that the
first Senator’s name on it was that of
the Senator from Florida. I said I
thought we should talk with the Senator
from Florida and ask how he felt about
a limitation of time.

Not another word did I hear from
him until I came to the Chamber for
this rollcall. I simply do not understand
that kind of procedure.

I understand that the request is that
the conference report go over; in fact,
I asked the majority leader if anyone
had a “hold” on it. He reminded me that
it was a privileged matter and that no
one had a right to a “hold” on it.

Then I told him about the “Dear Col-
league” letter and that I was the first
to be contacted.

I was told when I came in that that
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had been done; that the Senator from
Florida (Mr. Cames), my good friend,
had asked that the conference report go
over until next week, but not on Mon-
day. I happen to have some obligations,
too. I plan to be here on Monday, Tues-
day, and Wednesday. Then I am sup-
posed to be here on Thursday to attend
a meeting of the International Monetary
Fund and the World Bank. So I have
obligations.

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

Mr. SPARKMAN. I yield.

Mr. TOWER. I might note that Mr.
Shultz, Mr. Simon, and Mr. Flanagan
are all cwrrently in Japan, involved in
rather sensitive negotiations.

I think the House, since, has already
acted by an overwhelming majority. It
becomes incumbent upon the Senate to
act with as much dispatch as possible.
We cannot be in a very good bargaining
position if Congress seems to be dragging
its feet on the creation of a Council on
International Economic Policy.

I am wondering whether Senators who
are interested in this matter could agree,
perhaps, to acting on it on Friday. I
know we had not anticipated a session
on Friday, but I would be glad to come
in on Friday to dispose of the matter,
because next week is going to get pretty
crowded.

Mr. SPARKMAN., I can only say that
it is crowded for me, although I was go-~
ing to add this: As far as I am con-
cerned, if we can work out a time limita-
tion and deal with the matter on either
Tuesday or Wednesday, and be certain
that we bring it to a eonclusion on the
date that it is set for, I would not object.

Mr. ROBERT C. BYRD. Mr. President,
will the Senator from Alabama yield?

Mr. SPARKMAN. I yield.

Mr. ROBERT C. BYRD. The Senator
from Alabama has correctly stated the
litany of events that led up to the present
moment. In talking with me yesterday,
he indicated that possibly Mr. CHILES
ought to be contacted about the confer-
ence report on which we were seeking to
get a time agreement.

Mr. SPARKMAN. If the Senator will
allow me to interrupt him, I hope he
will not say “possibly.” The Senator
from Florida was the first on the “Dear
Colleague” letter.

Mr. ROBERT C. BYRD. The Senator
is correct. So I sought to get in touch
with the Senator from Florida but was
unable to do so. I thereafter propounded
a unanimous consent request and con-
ditioned it on the approval of the Sena-
tor from Florida (Mr. CHiLes), stating
that this was not a procedure which the
leadership felt to be desirable, and that
only under extenuating circumstances
did we seek time agreements and condi-
tion them on the approval of a Senator
who was absent from the Senate at the
time.

The Senator from Florida had con-
tacted me—and I am not absolutely posi-
tive; I cannot find the letter, but I
thought it was directed to me—at some
time or other, orally or in writing, and
said that before this conference report
was taken up he would like to be con-
tacted. So I based the consent agree-
ment on his approval.
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In talking with him this morning—I
think I am correctly stating what the
Senator told me; he is on the floor and
can speak for himself—as I recall, he in-
dicated he would have no objection to
the time agreement, but that he would
like for the conference report to be put
over until next week. He and Mr.
STEVENS were not prepared at the mo-
ment to voice their objections to the re-
port and possibly to offer motions in
connection therewith.

I said to the Senator that, of course,
conference reports are privileged mat-
ters. They can be brought up at any
time by the Senator from Alabama or
any other Senator; but in view of the
fact that we have a tentative time agree-
ment on it, I would try to get the report
put over until next week in order to pre-
serve the time agreement on it. I said,
“How about Monday?" The Senator from
Florida said Monday would not be a
good day for him because, I believe, he
had other engagements and could not be
here Monday. If I am incorrect, the Sen-
ator can correct me.

I said Tuesday, Wednesday, Thursday,
and Friday are going to be difficult be-
cause there is going to be a glut of bills
on the floor, but that I would attempt to
work it out.

So I take the whole responsibility, Mr.
President, for having stated that the con-
ference report would not be called up
until next week. In doing so, I committed
an oversight., I did it inadvertently. I
should have contacted the distinguished
manager of the bill and cleared it with
him, because he is the manager and he—
as well as the able ranking minority
Members—has to carry the responsibil-
ity for the conference report. He has to
carry the responsibility through the
hearings, he has to carry the responsi-
bility for managing a bill on the floor, of
carrying the bill in conference, and
bringing the conference report back to
the floor. I know he also has many other
responsibilities calendarwise. The same
must be said for the distinguished floor
manager on the other side, Mr. Tower.

So I take the responsibility for having
erred in this instance in not letting both
Senators know that this was being con-
sidered. I hope they will forgive me. It is
my fault for saying on the floor that the
agreement was not conditional any long-
er and that the matter would be taken up
next week. So I can only confess my sins
in public and hope that I will be forgiven.

Mr. SPARKEMAN., Mr. President, I am
certainly not going to try to interpose
any objection to the plan that is now
submitted.

Just for my own learning, I would like
to propound a parliamentary inquiry.

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. SPAREMAN. This conference re-
port has been around here since about
the 3d of August. A conference report is
a privileged matter. Now, despite the an-
nouncement made by the majority
leader, if we insisted upon bringing this
conference report up as a privileged mat-
ter, could we do so?

The PRESIDING OFFICER. The Sen-
ator is correct. The conference report
still remains a privileged matter and can
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be called up at any time as a privileged
matter,

Mr. SPARKMAN. I just wanted that
on record to show that it was not due
to our dereliction, The Senator from
West Virginia confesses his fault and
asks for forgiveness. I could not hold
anything against the Senator from West
Virginia, regardless of what he did. He
does not have to have forgiveness, but I
did want the record to be clear that we
could bring the conference report up.

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

Mr. SPARKMAN. I yield.

Mr. ATKEN. I hope the Senator is not
forgetting there is a very important ex-
ecutive meeting of the Foreign Relations
Committee set for next Tuesday. No one
knows how long it will 1ast, and the pres-
ence of the Senator from Alabama is al-
most necessary. Also, there is a meeting
Monday at which the Senator from Ala-
bama is expected to be present. So I won-
der what is the use of making rules most
of us rely on if those rules can be set
aside because a single Member of the
Senate wants to be gone for some reason
or another to some part of the world or
some part of this country.

I am simply saying to the Senator
from Alabama I hope he does not agree
to anything which makes his presence
at these foreign relations executive
committee meetings impossible.

Mr. SPARKMAN. I will be at those
meetings, because I have to be. As the
Senator knows, the Senator from New
Jersey (Mr. Case) and I served as a two-
man subcommittee on very important
matters, and we have to make a report.

Mr, ATIKEN. If we set aside the rules
because a single Member of this body
wants the rules set aside, then there is
no use in having any rules at all.

Mr. SPARKMAN. Mr. President, I am
not going to interpose any objection. I
just want to make it clear that I believe
when a committee has a privileged mat-
ter to present and it has been set, it
ought not be changed until the particular
Senators engaged in that privileged
matter could be consulted.

I would not have interposed any ob-
jection if I had known anything about it,
but here is material that we have been
working on during the morning; staff
members are on the outside waiting per-
mission to enter the Chamber; and so
forth. It is perfectly all right to me.

I am glad the Senator from Vermont
(Mr. AmxeN) reminded me that we do
have some very important meetings be-
fore the Foreign Relations Committee
on Monday and Tuesday. I hope some-
time by Wednesday we will be able to
work out something.

Mr. AIKEN. Mr. President, if the
Senator will yield again, I might remind
the Senate that if, as a result of the
executive meetings of the Foreign Rela-
tions Committee on Monday and Tues-
day, the committee gives its approval to
a nominee to be Secretary of State, then
it is almost imperative that that nomi-
nation be acted upon by the whole Sen-
ate. I do not know how much debate
there will be on it. We know there is
opposition to it. But he is slated to make
a speech for the United States on the
following Monday, which leaves just next

CONGRESSIONAL RECORD — SENATE

week to get this work all done and get
him all cleared, or else find out he is not
going to be cleared. That is about as
important as anything we have right
now.

Mr. SPARKMAN. The Senator is
right. T will just say that I will cooperate
with the Senator from Florida (Mr.
CuiLES) or anybody else, and with the
leadership. I know my friend Sf+om Texas
will be in the same attitude in working
out a satisfactory time.

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

Mr. SPARKMAN. I yield.

Mr. TOWER. I will be perfectly willing
to bring it up tomorrow or Friday or
Monday. I have a speaking engagement
Monday, but I will cancel it in order to
be here and participate in the consid-
eration of this legislation, because I see
us facing a tremendous crunch next
week, and we have important business
which should be disposed of.

Mr. ROBERT C. BYRD. Mr. President,
will the Senator yield to me once more?

Mr. SPARKMAN. I yield.

Mr. ROBERT C. BYRD. Mr. Presi-
dent, the Senator from Florida is here
on the floor. In view of the fact that, as
the distinguished manager of the con-
ference report (Mr. SPARKMAN) has cor-
rectly stated, a conference report can be
called up at any time, if that conference
report were to be called up I would think,
out of courtesy to the Senator from
Florida (Mr. CHILES) and fto the Senator
from Illineis (Mr. STEVENSON), the time
agreement which was entered into con-
ditionally ought to be vitiated, and it
may be that the distinguished Senator
from Florida would be willing to pro-
ceed at any time with that understand-
ing. He knows that that conference re-
port can be called up by the Senator
from Alabama affter we complete action
on the consumer products warranty bill.
It could not be called up prior to that
because an order has been entered. Once
we dispose of that bill the Senator could
call up the conference report. Perhaps
we ought to vitiate the time agreement
on the report. I thought perhaps the
Senator from Florida (Mr. CHILES)
would have some suggestion as to what
we ought to do about that.

Mr. SPARKMAN, Mr. President, I
would agree with that. And let us, when
we do decide to call it up, work up a
time agreement. I assure the Senator
from Florida that I will not call it up
a% a time not acceptable to him.

Mr. ROBERT C. BYRD. Mr. President,
may I say as a postscript that we can-
not call it up on Friday for various rea-
sons as far as the leadership is con-
cerned. It could be called up later today,
tomorrow, or Monday. However, we
could not consider it on Friday.

Mr. SPARKMAN. Let me say, Mr.
President, that I would not call it up and
interfere with any planned absence of
the Senator from Florida.

Mr. GRIFFIN. Mr. President if the
Senator would yield very briefly, just so
that we have all of the circumstances
clear and so that we are not working un-
der any misapprehension, the Senator
will recall that while there was a unan-
imous consent agreement that the Sen-
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ate proceed to the consumer’s warranty
bill, it is my understanding that there is
no unanimous consent agreement cover-
ing debate or a limitation of time on
amendments or anything of that kind in
connection with the bill.

Mr. ROBERT C. BYRD. The Senator
is correct.

Mr. GRIFFIN. That being the case, I
would propose a parliamentary inquiry.

The PRESIDING OFFICER (Mr. Bi-
pEN). The Senator will state it.

Mr. GRIFFIN. Mr. President, even
though the consumer’s warranty bill is
the pending business, would it not be
possible for the chairman of the com-
mittee or for some other Member of the
Senate, if he got recognition, to call up
the conference report as a privileged
matter?

The PRESIDING OFFICER. (Mr. Bi-
pEN). The Senator is correct.

Mr. ROBERT C. BYRD. Mr. President,
the Senator is correct. I had forgotten
that there is no time agreement limiting
debate on the consumer’s warranty bill.
Under the existing order, we would only
proceed to the consideration of the con-
sumer's warranty bill. The Senator from
Michigan is quite correct.

Mr. GRIFFIN, Mr. President, I
thought there might be a misunder-
standing. And I wanted to be sure that
all Senators realized the situation.

Mr. SPAREMAN. Mr. President, I
vield to the Senator from Florida.

Mr. CHILES. Mr. President, I want to
say that I had notified the office of the
Senator from West Virginia as well as
the Democratic Policy Committee that I
did want to be notified if any unanimous
consent agreements were going to be en-
tered into in this matter.

Mr. President, I wanted to be notified,
if I could, some time in advance of when
this matter was going to be called up.
I am sorry that I could not be contacted
on yesterday. As a number of Senators
have pointed out, there are occasions
when some of us has some business,
whether it be committee business, or some
other senatorial business, that makes it
gard to do something on a particular

ay.

I do not believe that the junior Senator
from Florida has been on the floor too
many times holding up the work of the
Senate and trying to put a burden on
another Senator or trying to delay the
business of the Senate. And I do not in-
tend to do that now.

I say to the distinguished Senator from
Alabama that I want to work with him in
any way I possibly can to see that this
matter comes up at a time that is com-
pletely convenient to him and in no way
inconveniences the Senator from Texas.

I want to do that now. And I see no
reason why we could not come up with
a mutually satisfactory time that would
be satisfactory to all Senators concerned.
I do not want to hold up the work of the
Senate. This conference report has been
on the calendar for a long time. I have
not kept it there. I have only asked that
I be notified in advance when the mat-
ter was going to be called up, and in
advance of any unanimous consent
agreement so that I could have my input
into that azreement.
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Mr. ROBERT C. BYRD. Mr. President,
I had no opportunity to contact the Sen-
ator from Florida prior to yesterday with
reference to the conference report be-
cause I had no knowledge until yesterday
that the manager and the ranking
minority member of the committee were
ready to call it up. I could not contact
the Senator prior to yesterday.

Mr, CHILES. Mr. President, I can cer-
tainly understand that. However, it has
not been the junior Senator from Flor-
ida who has kept the conference report
on the calendar during this period of
time. My request has been that I be noti-
fied in advance of when it was going to
be called up and in advance of any unan-
imous-consent agreement so that I could
have my input into that agreement.

Mr. SPARKMAN. Mr. President, may I
say that a number of weeks have been
taken up by the August recess. We had
no particular time to call up the confer-
ence report. I just wanted to take a con-
venient time for the Senate. We have
been ready ever since we came back from
recess. However, we had considerable
pressing business, and we wanted to wait
until there was a gap in the legislative
business. There is no fixation in my mind
with reference to today or any other day.
I am sure that we can work out a satis-
factory time.

Mr. ROBERT C. BYRD. Mr. President,
the Senator from Alabama has been very
gracious in this matter, as he always is.
He was entitled to be notified, and so
was the distinguished ranking minority
member of the committee, when there
was any disposition on the part of the
leadership to put this conference report
over to next week.

I confess that I am chagrined that I
unconsciously or subconsciously never
thought of doing so, but took it for grant-
ed that it would be all right.

The Senator from Alabama was en-
titled to notification, and the Senator
from Texas was also entitled to notifica-
tion. This was my error. I regret it. And
I do appreciate the kind attitude in
which both Senators have accepted the
situation.

Mr, TOWER. Mr. President, I certain-
ly do not imply any ecriticism of my
distinguished friend, the Senator from
West Virginia. I think that he does an
excellent job. However, I think we ought
to get this matter pinned down now so
that we will know when we are going to
consider the conference report. It is of
enormous importance.

Mr. ROBERT C. BYRD. Could we do
that at this time?

Mr. SPAREMAN. Mr. President, I am
not ready to work it out at this time,
because as the Senator from Vermont
(Mr. ATkEN) has pointec out, we have a
very heavy schedule before the Foreign
Relations Committee on both Monday
and Tuesday, and perhaps on Wednes-
day. However, we will watch the time,
and any time when it may appear that
we can call it up and get a limitation of
time, we will try to work it out. I hope
that we can do so. I also hope that my
friend, the distinguished Senator from
West Virginia, will not feel chagrined.
If I have any way of erasing his chagrin,
I will do all I can to erase it.

Mr. ROBERT C. BYRD. Mr. President,

my chagrin is brought about by my own
failure, and has not been inflicted by the
distinguished Senator.

Mr, CHILES. Mr. President, I apologize
if I have caused the Senator from West
Virginia to feel chagrined.

Mr. ROBERT C. BYRD. Mr. President,
it was an inadvertence on my part. The
Senator owes me no apology. If the dis-
tinguished Senator would agree, before
the day is over perhaps we can agree on
when the conference report will be called
up after consultation with all parties.

Mr. SPARKMAN. The pinch I am in,
as the Senator from Vermont has indi-
cated, is because we have some matters
before the Foreign Relations Committee
that we are going to have to take care of.
We do not know how much time they will
take. However, if we can find any time
when the Senator from Texas, the Sen-
ator from Florida, and the Senator from
Illinois will be free, I will agree to take
it up at that time.

Mr. TOWER. Mr. President, I am
available any day except Saturday.

Mr. ROBERT C. BYRD. Mr. President,
I thank all Senators. I want to apologize
to the distinguished manager of the con-
sumers warranty bill, Mr. Moss, for im-
posing on his good nature and on his
time.

Mr. MOSS. That is quite all right.

MESSAGES FROM THE PRESIDENT

Messages in writing from the Presi-
dent of the United States were com-
municated to the Senate by Mr. Marks,
one of his secretaries.

MESSAGE FROM THE HOUSE

A message from the House of Repre-
sentatives by Mr, Berry, one of its read-
ing clerks, announced that the House had
disagreed to the amendments of the
Senate to the bill (H.R. 8917) making
appropriations for the Department of
the Interior and related agencies for the
fiscal year ending June 30, 1974, and for
other purposes; agreed to the confer-
ence asked by the Senate on the dis-
agreeing votes of the two Houses there-
on, and that Mrs. Hansen of Washing-
ton, Mr. Yares, Mr. McEay, Mr, LoxnG of
Maryland, Mr. Evans of Colorado, Mr.
MaHON, Mr. McDADE, Mr. WaTT, Mr, VEY-
sEY, and Mr. CEDERBERG were appointed
managers on the part of the House at
the conference.

The message also announced that the
House had rejected the report of the
committee of conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the bill
(H.R. 7645) to authorize appropriations
for the Department of State, and for
other purposes; and that, subsequently,
the House receded from its disagreement
to the amendment of the Senate to the
bill and concurred therein, with an
amendment, in which it requested the
concurrence of the Senate.

The message further announced that
the House had passed a bill (H.R. 2096)
to prohibit the imposition by the States
of discriminatory burdens upon inter-
state commerce in wine, and for other
purposes, in which it requested the con-
currence of the Senate.
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HOUSE EILL REFERRED

The bill (H.R. 2096) to prohibit the
imposition by the States of discrimina-
tory burdens upon interstate commerce
in winter, and for other purposes, was
read twice by its title and referred to
the Committee on Finance.

MAGNUSON-MOSS WARRANTY—
FEDERAL TRADE COMMISSION
IMPROVEMENT ACT

The Senate continued with the con-
sideration of the bill (8. 356) to provide
disclosure standards for written con-
sumer product warranties against defect
or malfunction; to define Federal con-
tent standards for such warranties; to
amend the Federal Trade Commission
Act in order to improve its consumer
protection activities; and for other
purposes.

The PRESIDING OFFICER (Mr.
Binexn). The question is on agreeing to
the amendment of the Committee on
Banking, Housing and Urban Affairs to
the substitute amendment of the Com-
mittee on Commerce.

Mr. MOSS. Mr. President, I ask
unanimous consent that during the con-
sideration of 8. 356 and any amend-
ments thereto, Mr. Pankopf, Mr. Clan-
ton, Mr. Sutcliffe, Mr. Merlis, and Mr.
Allison of the staff of the Commerce
Committee be permitted to be present
on the floor.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MOSS. 1 yield to my colleague
for a unanimous-consent request.

Mr. TOWER. I thank the Senator,

Mr. President, I ask unanimous con-
sent that Mr. Mike Burns of the staff
of the Committee on Banking, Housing
and Urban Affairs be permiited to be
present on the floor during the consider-
ation of this measure.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MOSS. Mr. President, I ask unani-
mous consent that Mr. Tom Adams of the
Commerce Committee minority staff also
be included among the members of the
staff permitted to be present on the fioor.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MAGNUSON. Mr. President, today
the Senate will be considering one of
the most important pieces of legislation
in the consumer field this session—The
Magnuson-Moss Warranty — Federal
Trade Commission Improvement Act.
This bill would both bring fairness and
rationality to consumer product warran-
ties and provide the Federal Trade Com-
cission with much needed tools so it can
better police the marketplace for unfair
or deceptive acts or practices.

The major provisions of this bill are
not new to the Senate; they have passed
this body twice, last time by a vote of
76 to 2.

The Senate Commerce Committee,
which I chair, has for a number of years
now been exploring the consumer head-
aches associated with warranty practices.
The committee continues to receive a
seemingly never ending flood of com-
plaints from consumers throughout the
United States—complaints on auto-
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mobiles, televisions, washers, dryers, and
other basic consumer products. In the
91st Congress the committee held ex-
tensive hearings and formulated a com-
prehensive products warranty act de-
signed to deal with the problems stem-
ming from consumer product warranties.

Although that badly needed bill passed
the Senate almost 3 years ago, today we
still have no comprehensive Federal war-
ranty legislation. In the 92d Congress,
substantially similar warranty provisions
were incorporated into the consumer
product warranties and Federal Trade
Commission Improvements Act of 1971.
That bill passed this body in the 92d Con-
gress by a vote of 72 to 2. The problems
surrounding warranties that led to the
passage of the warranty reform provi-
sions of this bill in the Senate during the
91st and 92d Congress are still with us;
the need for reform is now greater than
ever, and I urge my colleagues to put
themselves once again on record in favor
of this vitally needed measure, This Con-
gress, I think the House will act.

Title I of this bill deals with warranties
on consumer products. Essentially, it is
designed to make warranties understand-
able to consumers, and to insure that the
promises made in warranties are lived
up to. As chairman of the Commerce
Committee, I have seen that it is a rela-
tively frequent occurence that the con-
sumer’s understanding of what a war-
ranty means does not always coincide
with the legal meaning; as a result, war-
ranties have for many years confused,
misled, and frequently angered Ameri-
can consumers. It seems to me that some
anger is expectable when purchasers of
consumer products discover that the war-
ranty of that product may cover a 25-
percent part but not the $100 labor
charge or that there is full coverage on
a piano so long as it is shipped at the
purchaser’s expense to the factory. Title
I is designed to eliminate these sorts of
misunderstanding. It will also assist the
consumer in knowing such essential items
of information as where to take his war-
ranted defective product for repair, how
soon repair or replacement can be ex-
pected, and what his responsibilities are
after notification.

Title II of this legislation is designed
to improve the Federal Trade Commis-
sion’s ability to serve as a viable con-
sumer protection agency.

As early as 1938, a minority of the
House committee reporting the Wheeler-
Lea Act criticized the inadequacy of the
limited enforcement powers of the Fed-
eral Trade Commission. The recent
awakening of the agency to its consumer
protection responsibilities has made this
lack of adequate regulatory tools even
more apparent. This bill would give the
Commission the tools it needs.

First, the bill provides the Commission
with the power to seek a preliminary in-
junction so that the whistle can be blown
at the moment a violation of the Federal
Trade Commission Act is detected—be-
fore consumers are damaged. By allow-
ing the FTC to stop immediately an al-
leged unfair act or practice, it can do a
much better job of protecting consumers.

The bill also enables the Commission
to levy realistic penalties against those
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suppliers of consumer goods who com-
mit unfair or deceptive practices. The
Commission’s own attorneys could seek
civil penalties against those suppliers of
consumer goods who commit unfair or
deceptive practices. The Commission’s
attorneys could seek civil penalties
against those who knowingly violate the
Federal Trade Commission Act, and
these penalties will provide a more real-
istic deterrent, with a $10,000 maximum
per violation.

The provisions of title II which dealt
with the Commission’s power to promul-
gate trade regulation rules defining spe-
cific unfair or deceptive acts or practices
has been deleted. We were delighted that
the second circuit has now held that the
Commission already possesses ample, un-
fettered rulemaking powers.

The bill would also grant the Commis-
sion authority to provide specific reme-
dial relief to consumers injured by sup-
pliers who committed unfair deceptive
acts or practices. Thus, this bill would
allow the Commission to order specific
redress for injured consumers; no longer
would it have to rely merely upon a slap
of the violator’s wrist to maintain fair
play in the marketplace, and, if the Com-
mission pursues the matter, the con-
sumer may have his injury made whole.
A mere cease-and-desist order has fre-
quently let a wrongdoer keep his ill-
gotten gains.

I am aware of two amendments that
wil be proposed to this bill. The first
amendment deals with section 212, and
has been proposed by the Committee on
Banking, Housing and Urban Affairs

Their amendment can be accepted by

sponsors if that proposal can be perfect-
ed. Senator Moss and I have an amend-
ment prepared which is designed to do
this. I am also advised that Senator
HArTKE has an amendment prepared that
deals with the warranty provisions of title
I as they relate to sales of used cars.
This is also acceptable to the managers
of the bill.

Mr. MOSS. Mr. President, I would like
to offer some comments on S. 356, the
Magnuson-Moss Warranty Federal Trade
Commission Improvements Act. Since the
act under consideration this morning is
not substantially different from S. 986
of the 92d Congress which was passed
by the Senate by a vote of 76 to 2 on
November 8, 1971 and similar to S. 3074
of the 91st Congress on which I delivered
comments to the Senate on July 1, 1970,
the ConcressioNAL REcorp for those dates
should also be consulted.

The legislation has been designed to
provide necessary safeguards in the use
of warranties, and to provide the Federal
Trade Commission with the adequate en-
forcement tools it needs to deal with com-
merce in the 20th century.

Title I of this bill brings about the
warranty reform that has been needed
for years. One of the most important
effects of the legislation will be its ability
to relieve consumer frustration by pro-
moting understanding and by providing
meaningful remedies. The bill should
also foster intelligent consumer decisions
by making warranties understandable. At
the same time, warranty competition
should be fostered, since consumers
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would be able to judge accurately the
content and differences between warran-
ties for competing consumer products.

Most importantly the bill provides the
consumer with an economically feasible
private right of action, so that when a
warrantor breaches his warranty or serv-
ice contract obligations the consumer can
obtain effective redress. The bill has been
refined to place only a minimum burden
on the courts by requiring as a prereq-
uisite to suit that the purchaser give
the supplier reasonable opportunity to
settle the dispute out of court, including
the use of fair, informal dispute settle-
ment mechanisms which the bill en-
courages suppliers to set up under the
auspices of the Federal Trade Commis-
sion. A greater likelihood of warrantor
performance is also assured through pro-
hibition of express disclaimers of implied
warranties.

As Mrs. Virginia Knauer characterized
the problem confronting a consumer at-
tempting to have product repaired under
a present style warranty, “the bold print
giveth, and the fine print taketh away.”
For many years warranties have con-
fused and misled American consumers,
A warranty is a complicated legal obliga-
tion whose full essence lies buried in
myriads of legal decisions, reported and
unreported, and in complicated state
codes of commercial law. The consumer’s
understanding of what a warranty on a
particular product means to him is not
likely to coincide with the legal meaning
of the words.

One of the most important and long
range effects of the legislation will arise
from its attempt to promote better prod-
uct reliability. The bill does not mandate
any particular life-span or reliability
quotient for consumer products, but in-
stead attempts to organize the rules of
the warranty game in such a fashion as
to stimulate manufacturers to produce
more reliable products for competitive
reasons. This is accomplished by the use
of market pressure, by first arming the
consumer with sufficient information and
understanding about warranties to en-
able him fo look to the warranty dura-
tion as a guide to product reliability.

Unfortunately when a consumer brings
a defective product in for service under a
present style warranty, he is invariably
in for a rude shock—discovering that the
“warranty” he has received at the time
of purchase could be more accurately
described as a limitation on the manu-
facturer’s liability. The consumer’s rights
are usually diminished rather than in-
creased by the “warranty” now given.
The implied warranties were arrived at
by the common law courts as being what
reasonable men would expect to believe
the results of the purchase and sale of
items in the marketplace would imply.
Unfortunately the present law allows a
seller to renounce these implied warran-
ties. Where this is done between mer-
chants, this may be acceptable. But when
it is forced on a consumer who lacks ef-
fective purchasing power to command
better terms of sale it is outrageous. The
Magnuson-Moss Act would give new life
to the principles derived by the common
law from hundreds of years of commer-
cial experience by prohibiting the rejec-
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tion of implied warranties in the retail
market.

In operation, the act might work In
this manner: Upon purchasing an auto-
mobile, for instance, the warranty would
be designated on its face as being either
a “full” warranty—one which would have
to cover all parts and labor for the time
period designated—or a “partial” war-
ranty—one which does not require re-
pair or replacement without charge. All
warranties which are not “full warran-
ties” would have to indicate their limit-
ations prominently.

For example, a seller who was only
willing to provide parts and not labor
for a period of 1 year would designate
his warranty “One Year Parts Only
Warranty.”

Now in commenting on title II of
S. 356, I would like to quote from the
American Bar Association’s report and
recommendations, referring to S. 986, the
bill passed by the Senate in the 92d Con-
gress, which is virtually identical to
S. 356, the pending measure:

The Committee [of the American Bar As-
sociation] recommends the adoptiorn of fed-
eral legislation [S. 986]—which can effec-
tively utilize federal enforcement agencies;
which will provide for swift and efficient re-
lief to injured consumers harmed by signifi-
cant abuses; which will obviate complex and
protracted private proceedings; and which
can be harmonized with existing and pro-
posed statutory controls on the state levels.

Machinery would be established within the
framework of the Federal Trade Commission
for the most prompt and uncomp!lcated Ire=-
covery of actual damages by consumers who
are infured by such practices.

Mr. President, the need for this legisla-

tion is urgent. We have dangled the car-
rot before the public on previous occa-
sions. In the 91st Congress we passed the
Warranty measure. In the 92d Congress
we passed a virtual duplicate of S. 356.
On both of these occasions the House
failed to act. It is early in the 93d Con-
gress; the House Committee on Interstate
and Foreign Commerce is working full
speed on this measure; I am confident
that we will see meaningful consumer
product warranty legislation coupled with
improvements in the machinery of the
Federal Trade Commission enacted into
law this session.

Over the 6 years that this legislation
has been considered, the Consumer Sub-
committee has spent many hours fash-
ioning the bill. We have held many days
of hearings on the legislation. We have
spent many hours reviewing the legisla-
tion in executive session. I would like to
note that the ranking minority member
of the subcommittee, the Senator from
Kentucky (Mr. Coox), contributed a
great deal to make this measure a bet-
ter consumer protection measure. I urge
prompt passage of this legislation today.

Mr. President, I yield to my colleague
from Texas for a brief unanimous-con-
sent request.

Mr. TOWER. Mr. President, I ask
unanimous consent that the following
staff members of the Committee on
Banking, Housing and Urban Affairs be
allowed the privilege of the floor during
the consideration of this measure: Mr.
Dudley O'Neal, Mr. Gerald Allen, Mr.
Ken McLean, Mr. Steve Paradise, Mr.
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Mike Burns, Mr. Tony Cluff, and Mr. T,
J. Oden.

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

Mr. MOSS. Mr. President, the dis-
tinguished Senator from Indiana (Mr.
HArRTKE) has an amendment which is
printed and is now before the Senate.
The Senator from Indiana cannot be in
the Chamber at this time and, therefore,
on his behalf, I offer his amendment to
the bill and ask that it be stated. It is
No. 474.

The PRESIDING OFFICER (Mr.
BipeEn) . The committee amendment must
be acted on prior to the amendment of
the Senator from Indiana.

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

The PRESIDING OFFICER. The clerk
will eall the roll.

The legislative clerk proceeded to call
the roll.

Mr. MOSS. Mr. President, I ask unani-
mous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MOSS. Mr. President, I under-
stand that the committee amendment
is before the Senate at this time; is that
correct?

The PRESIDING OFFICER. That is
correct.

Mr. MOSS. Mr. President, this bill was
referred to the Banking, Housing and
Urban Affairs Committee to work out the
way in which federally regulated finan-
cial institutions such as banks and sav-
ings and loans institutions would be reg-
ulated to prevent the commission of un-
fair and deceptive acts and practices.
That committee has proposed an amend-
ment to the proposal of the Senate
Commerce Committee which was earlier
worked out with the Banking Committee.

In essence, the Banking Committee
would propose to prevent federaly regu-
lated financial institutions from engag-
ing in unfair or deceptive acts or prac-
tices by authorizing the Federal Reserve
Board to adopt rules against unfair and
deceptive acts or practices. These rules
would then be enforced by the various
agencies responsible for regulating the
federally regulated financial institutions.

For the most part I think the proposal
of the Banking Committee makes sense
and is acceptable. But there is one area
that still troubles me. The FTC might
decide that a particular practice of a fi-
nance company was unfair or deceptive
to consumers and promulgate a rule out-
lawing such practice. A bank or Federal
credit union engaging in the same prac-
tice would be able to continue such prac-
tices until the Federal Reserve Board
adopted a similar regulation.

I think it is necessary to coordinate
the activities of the Federal Reserve
Board and the FTC to assure fair treat-
ment for the consumer. Therefore, I
would propose a perfecting amendment
to the Banking Committee amendment
which reqguires the Federal Reserve
Board to issue a regulation substantially
similar to a regulation issued by the FTC
to cover activities which federally regu-
Eted financial institutions might engage
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This amendment would not get the
FTC into the regulation of banks or sav-
ings and loans.

The Federal Reserve Board is only re-
quired to issue “substantially similar”
regulations. And the enforcement of
those regulations is left to the Federal
agencies which regulate the financial in-
stitutions.

Now someone might argue that the
FTC is not the source of all wisdom and
power. What if they promulgate a rule
which the Federal Reserve Board does
not think is unfair or deceptive to con-
sumers? In that case the Federal Reserve
Board can make such a finding and pub-
lish its reasons and it is relieved of its
responsibility to issue substantially simi-
lar rules.

I send to the desk an amendment
which would do what I have spoken of.
I have discussed this amendment with
the representatives of the Banking Com-
mittee.

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

Mr. MOSS. I yield.

Mr. TOWER. Mr. President, I ask that
the clerk read the amendment in its en-
tirety, so that we know that we have all
the agreed-upon modifications in order.

Mr. MOSS. I agree.

The PRESIDING OFFICER. The
amendment will be read.

The legislative clerk read as follows:

On page 64, line 15, insert the following:
“In carrying out 1ts responsibilities under
this section, the Board shall issue substan-
tialIy similar regulations proscrlhing acts or
practices of finanecial institutions which are
substantially similar to those proscribed by
rules or regulations of the Commission with-
in sixty days of the effective date of such
Commission rules or regulations unless the
Board finds that such acts or practices of
financial institutions are not unfair or de-
ceptive to consumers or it finds that imple-
mentation of similar regulations with respect
to finanecial institutions would seriously con-
flict with essential monetary and payments
systems policies of the Board, and publishes
any such finding, and the reasons therefor,
in the Federal Register."

Mr. TOWER. Mr. President, the
amendment as modified has been worked
out between members of the Committee
on Commerce and members of the Com-
mittee on Banking, Housing and Urban
Affairs, and I believe it is satisfactory to
all hands. Therefore, I think I can say
on behalf of the Banking Committee that
we accept this amendment as modified.

The Banking Committee amendment
to the consumer products warranties
bill, 8. 356, is a step designed to preserve
the full ability of the Federal Reserve
Board to effectuate monetary policy
through the banking system, while at the
same time carrying out a major purpose
of the bill to strengthen the protection
of the consumer in the credit field.

The bill, as reported by the Commerce
Committee, would bring commercial
banks and other financial institutions
under the jurisdiction of the FTC as to
“unfair or deceptive” acts affecting con-
sumers. While I do not oppose the gen-
eral purpose of the bill, I do believe that
the proper locus of authority over the
consumer and his credit relationship
with a depository financial institution
lies in the central banking organization
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and the other regulatory agencles with
jurisdiction over depository institutions.
This is appropriate because of the
uniquely important role of monetary pol-
icy in our economy and in the economic
welfare of American citizens. Monetary
policy is carried out through a frac-
tional reserve banking system, operated
through the instrument of the commer-
cial banks of this country. By acting on
this banking system through reserve re-
quirements, open market security opera-
tions and discount policy, the Fed is able
to govern within broad limits the level
of credit within the economy.

Because the actual impact of these
policies depends to a significant extent
upon the nature of the credit instru-
ments and practices involved in com-
mercial banking, laws, and regulations
affecting such credit instruments and
practices affect the efficacy of monetary
policy. For example, if the FTC had
jurisdiction over consumer practices of
banks and decided to change drastically
the attributes of consumer credit instru-
ments by ebolishing the holder in due
course doctrine, the very nature of con-
sumer “money’” will be changed and to
cope with that change monetary policy
must be altered in some as yet unfore-
seeable manner. If the bank credit card
is no longer able to be used as a substi-
tute for pure purchasing power, but in-
stead the traditionally neutral function
of the bank is converted into one of a
substantive party to the consumer trans-
action being financed, various unin-
tended side effects could occur. Mer-
chants might find that it is less costly
and less troublesome to offer substantial
cash discounts in order to avoid en-
tanglements with banks over warranty-
type questions. This could lead to a
dramatic shift away from credit card
use and into cash transactions—with a
consequent reduction in the reserves of
the banking system and a consequent
contraction of credit.

Of course, it may be possible for the
Fed to counteract some specific impacts
on the monetary system of such actions
with relatively little effort; perhaps in
other situations it would be difficult, or
the effect of an FTC credit rule might
leave monetary conditions in simply a
less stable state which would compli-
cate the already tremendously compli-
cated job of managing our credit sys-
tem. Not being an economist or monetary
expert myself, I would have difficulty in
trying to list here every type of trouble-
some situation that could develop by
having an agency without monetary ex-
pertise taking actions which can affect
and impair the policies of the central
bank. I do know that Dr. Burns is very
concerned about the impairment of the
Fed'’s ability to set and carry out mone-
tary policy in the face of the Commerce
Committee bill, as is Dr. Brimmer who
testified before us and the other mem-
bers of the Fed. The members of the
other financial regulatory agencies are
equally concerned about the problem of
meeting their respective legislated re-
sponsibilities in the face of the proposed
PTC authority to determine the nature
of the creditor-consumer relationship.

By adopting the Banking Committee
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amendment the Senate is not in any
sense voting against the consumer. The
consumer is still covered by the protec-
tive powers of the financial regulatory
agencies, who will have the power from
this bill and other existing statutes to
assure that individual consumer rights
and complaints vis-a-vis depository in-
stitutions are fully taken care of. Yet
these agencies and especially the Federal
Reserve Board also have the longer-run
economic viability of this Nation and
the economic well-being of every one of
its citizens at stake within their scope
of responsibility. It is not meant as a
criticism of the FTC to say that in con-
sumer matters it will tend to take a
short-run, pockethook-oriented view-
point of the consumer's interest, while
the Fed has to be looking at the longer-
range, structural economic situation in
the country in shaping monetary policy,
for the ultimate employment and income
benefit of all of our citizens. Mainte-
nance of the Fed's discretion to deal
with consumer relationships with respect
to depository institutions and to meld
this into a coherent policy with funda-
mental economic concerns seems to me
to be essential in a well-managed mod-~
ern economy.

I would hope therefore that the Sen-
ate will adopt the Banking Committee
amendment, recognizing that there are
fundamental economic concerns of this
Nation which must be coordinated with
our consumer policies, if the overall in-
terests of our citizens are to be properly
cared for.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment,
as modified.

The amendment, as modified, was
agreed to.

Mr. TOWER. Mr. President, I move to
reconsider the vote by which the modi-
fied amendment was agreed to.

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

The motion to lay on the table was
agreed to.

Mr. PROXMIRE. Mr. President, I sup-
port the amendment offered by the Sena-
tor from Utah to provide for uniform
regulation between banks and other
creditors. I believe that this amendment
preserves the essential recommendations
of the Senate Banking Committee. At the
same time, it insures that all creditors
will be subject to reasonably uniform
regulations and that all consumers will
receive substantially the same protec-
tions—whether they borrow from a bank
or a nonbank creditor. The Senator's
amendment represents an effective com-
promise between the Commerce Com-
mittee version and the Banking Commit-
tee version of the legislation and I con-
gratulate him for offering it.

Under the original Commerce Com-
mittee bill, the FTC was empowered to
write rules and regulations to prevent all
business firms including banks and other
financial institutions from engaging in
unfair or deceptive credit practices.
These regulations would have been en-
forced by the FTC and by the appropri-
ate bank regulatory agencies with re-
spect to the institutions under their su-
pervision.
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Under the Banking Committee version
of the bhill, the rulemaking power would
be split between the FT'C and the Federal
Reserve Board. The Board would be em-
powered to write rules and regulations
affecting banks and other financial in-
stitutions. The FTC would be given rule-
making authority over all other creditors
including finance companies and re-
tailers.

I have been critical of the Banking
Committee version of the legislation be-
cause I do not believe the divided reg-
ulatory approach is workable. It is pos-
sible and indeed probable that creditors
under the FTC's jurisdiction will be sub-
ject to one set of rules while banks and
other financial institutions will be sub-
ject to a less stringent set of rules. A
consumer who borrows from a bank
would thus receive less protection than
if he borrowed from a finance company
or retailer.

I do not believe it is fair to consumers
or to the credit industry to have two sets
of rules. At the same time, I can sympa-
thize with the strong desires of financial
institutions to be regulated by a single
Federal agency familiar with the unique
problems of their industry. These di-
vergent objectives would be reconciled
by the Magnuson-Moss compromise
amendment.

Under the compromise amendment,
banks and other financial institutions
would continue fo be under the rule-
making authority of the Federal Reserve
Board as recommended by the Bank-
ing Committee. However, in exercising
its responsibilities, the Board is directed
to provide for substantially similar regu-
lation as compared to the regulations is-
sued by the FTC. This will insure that
banks and other financial institutions
are subject to substantially the same
regulations, while permitting the Board
to exercise some flexibility to take into
account the unique situation of banks
and other financial institutions in our
economy. For example, if the FTC is-
sued a regulation on debt collection prac-
tices, the Board would be required to is-
sue a similar regulation although it
would not have to be precisely identical
to the FTC regulation. The Board also
has the option of issuing no regulation
if it determined that the particular act
or practice was not unfair or deceptive
and published its reasons for such a
finding. At the same time, nothing in the
amendment would prevent the Board
from issuing regulations on its own initi-
ative in areas where the FTC has not
acted. For example, the Board could is-
sue a “truth in savings” regulation pre-
scribing uniform interest rate computa-
tion methods if it determined such a
regulation to be in the public interest,

I would expect that in most cases the
FTC and the Federal Reserve Board
would reach agreement and issue iden-
tical regulations. However, there may be
a few areas where modifications are
necessary. In such cases, the Federal Re-
serve Board is given sufficient latitude
to prescribe appropriate modifications,

Mr. President, I believe the Senator
from Utah has offered a fair and reason-
able compromise amendment and I urge
its adoption.
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Mr. BROCK. Mr, President, I rise in
support of the Banking Committee’s
amendment to S. 356.

Section 212 of the Commerce Com-
mittee’s bill contains a grant of power
to the Federal Trade Commission to pro-
mulgate rules with respect to financial
institutions as to matters involving “un-
fair or deceptive acts or practices.” This
section eliminates the exemption that
banks have enjoyed from the Federal
Trade Commission so far as unfair and
deceptive practices are concerned.

The Banking Committee's amendment
will strike section 212 and add a new title
to confer this rulemaking authority
upon the Federal Reserve Board, instead
of the Federal Trade Commission. It will
also establish a separate division of con-
sumer affairs within each financial reg-
ulatory agency to receive and act upon
consumer complaints.

Before taking this action, the Con-
sumer Credit Subcommittee heard and
received reports from the bank regula-
tory agencies including the Federal De-
posit Insurance Corporation, the Federal
Home Loan Bank Board, the National
Credit Union Administration, the Fed-
eral Reserve Board, and the Treasury
Department. These agencies were unani-
mous in their view that the responsibility
for the regulation of the financial insti-
tutions should be left in the specialized
agencies. A number of sound reasons
were advanced for this.

In dealing with the financial institu-
tions, there is a need for expertise in the
financial area and in the functioning of
the monetary system. The Nation's
monetary and payments system is very
complex requiring a great deal of spe-
cialization on the part of those regula-
tory agencies having the responsibility
for its functioning. Action taken in this
area can have an adverse effect on the
entire economy as well as segments of the
economy such as the housing market.

It can place in jeopardy the safety of
deposits in the institution.

It can inhibit the proper functioning
of the check payments system.

We should not lose sight of the fact
that consumers consist not only of bor-
rowers from the institution but also de-
positors and persons using the payments
system.

Here we are talking about the small
businessman who relies on the commer-
cial banks for services and the retired
person with savings in a savings and loan
association or credit union.

The interest of these consumers should
not be neglected.

Another point is that finaneial institu-
tions are currently in a transitional
stage. They are moving away from the
using of checks for settlement and much
more toward reliance on the electronic
payments mechanism. These innovations
would be beneficial to consumers and the
best way to assure that this comes about
is to provide rulemaking authority in
the banks’ supervisory agencies familiar
with and deeply concerned with the evo-
lution of the payments mechanism.

The President has recently sent to
Congress recommendations for vast and
revolutionary changes in the structure
of financial institutions. It is my under-
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standing that the Financial Institution
Subcommittee will be looking at these
recommendations this fall. It would be
far better to postpone any alterations of
the regulatory framework over financial
institutions than to take a piecemeal ap-
proach as is now being advocated.

Another problem is that the banks and
other financial institutions are already
among the most regulated forms of busi-
ness in the country today. We should
proceed cautiously before we impose an
additional layer of regulations by bring-
ing in an agency such as the Federal
Trade Commission.

A number of arguments have been ad-
vanced favoring giving regulatory au-
thority over the financial institutions to
the Federal Trade Commission.

It is said that only in this way will
there be uniformity in regulation over
consumer credit. But if simple uniform-
ity is the sole objective, then we would
abolish all of the regulatory agencies—
the Interstate Commerce Commission,
the Federal Power Commission, the Fed-
eral Communications Commission and a
host of others—and place their author-
ity for regulating business practices in
the Federal Trade Commission. Obvious-
1y, this would not work because there is
a need for expertise in the regulatory
agencies to carry out the public policy
assigned to them by Congress. This is
equally true so far as the financial insti-
tutions are concerned.

Another argument advanced is that
the bank supervisory agencies are not in-
terested in the consumer but in protect-
ing the solvency of the financial institu-
tions. This argument overlooks the basic
fact that depositors as well as borrowers
are consumers. In addition, the recent
record of the Federal Reserve Board in
promulgating regulations under the
Truth in Lending Act is exemplary. In
fact, the Senate thought so highly of
this record that it recently passed by
unanimous vote the Truth in Lending
Act amendments vesting new powers in
the Federal Reserve Board to write con-
sumer credit regulations.

In sum, the approach taken by the
Senate Banking Committee is a sound
one. It will protect not just one class of
consumers but all consumers who utilize
the banking system. I urge Senators to
support the Banking Committee’s
amendment.

Mr. MOSS. Mr. President, the Bank-
ing Committee amendment, as amended,
is before the Senate. Is that correct?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. MOSS. Mr. President, I move that
the Banking Committee amendment, as
amended, be adopted.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the Banking Com-
mittee amendment, as amended.

The Banking Committee amendment,
as amended, was agreed to.

Mr, MOSS. Mr. President, I move to
reconsider the vote by which the Bank-
ing Committee amendment was agreed
to

Mr. TOWER. I move to lay that mo-
tion on the table,

The motion to lay on the table was
agreed to.
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AMENDMENT NO. 474

Mr. MOSS. Mr. President, it is my un-
derstanding that the bill is open to fur-
ther amendment. Is that correct?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. MOSS. Therefore, Mr. President, I
send to the desk an amendment proposed
by the Senator from Indiana (Mr.
HArTKE) to the Commerce Committee
substitute amendment.

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

Mr. MOSS. I yield.

Mr. COTTON. I am sure that the dis-
tinguished Senator from Utah’s explana-
tion will be full and lucid. Is it a long
amendment?

Mr. MOSS. It is not of great length. It
is about four pages.

Mr. COTTON. Then, I ask that the
amendment be read in full, because I
have not seen it.

Mr. MOSS. I have no objection to that.

The PRESIDING OFFICER. The
amendment will be read.

The legislative clerk read as follows:
TITLE IV—USED CAR WARRANTIES
DEFINITIONS

Sec. 401. As used in this title—

(1) “Dealer” means any supplier selling
used motor vehicles to a consumer.

(2) *“Mechanical defect” Includes any
damage, malfunction, or failure, in whole or
in part, which affects the safety or normal
use of the used motor vehicle.

(3) “Motor vehicle” means any vehicle
propelled by mechanical power, manufac-
tured primarily for use on the public streets,
roads, and highways, except any vehicle
operated exclusively on a rail or rails,

(4) “State” means any State, the District
of Columbia, the Commonwealth of Puerto
Rico, Guam, the Virgin Islands, the Canal
Zone, American Samoa, or any other territory
or possession of the United States.

(5) “Used motor vehicle” means any motor
vehicle which is offered for sale to a con-
sumer after—

(A) such vehicle had previously been sold
to a consumer; or

(B) such vehicle had been used by a dealer
or any other person for the personal trans-
portation of persons, or as & rental, driver-
education, or demonstration motor vehicle
and driven more than two hundred and fifty
miles or so used for more than fifteen days.

WARRANTY REQUIREMENT

SEc. 402. (a) No dealer shall sell or offer
for sale a used motor vehicle to a consumer
without a written warranty which conforms
to the requirements of this title and this
Act, except as provided in subsection (b)
of this section.

(b) A dealer may sell or offer for sale a
used motor vehicle to a consumer without a
written warranty if the contract for sale of
such used motor vehicle contains the follow-
ing notice in conspicucus type: “ALL RE-
PAIRS ARE THE RESPONSIBILITY OF
THE BUYER." If such contract is not written
in the English language, then such notice
shall be expressed in the same language as
the contract. In addition, the dealer shall
orally disclose to the purchaser that all re-
pairs are the responsibility of the buyer.

(¢) A written warranty shall meet the re-
quirements of section 103 of this Act.

DISCLOSURE OF INFORMATION

Sec. 403. (a) No dealer shall sell a used
motor vehicle unless he furnishes to the
purchaser & written statement which con-

tains the information required by subsection
(b) of this section. The statement shall be
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furnished prior to the signing of any con-
tract of sale by such purchaser.

(b) The statement required by subsection
(a) of this section shall contain—

(1) a complete description of such used
motor vehicle, including, but not necessarily
limited to—

(A) the make, model, year of manufacture,
and any identification of serial numbers of
such vehicle;

(B) a statement of any mechanical de-
fects known to such dealer on the basis of
his examination and evaluation of the ve-
hicle prior to his acquisition of such vehicle
or which otherwise becomes known to him
while in his possession, and any repairs made
by or under the direction of such dealer fol-
lowing his acquisition of such used motor
vehicle;

(C) a statement of the written warranty
coverage of the used motor vehicle, except
that if the used motor vehicle is sold without
a written warranty, the dealer shall enter
the words "“As Is—all repairs are the respon-
sibility of the buyer” in the space provided
for warranty coverage;

(D) the date on which such vehicle will
be delivered to such purchaser and the maxi-
mum number of miles which will appear on
the odometer on such date;

(2) if the vehicle is sold with a written
warranty, the name, address, and telephone
number of each facility within a radius of
fifty miles of the place of business of such
dealer where such vehicle may be brought
to have repalrs, replacement of parts, and
other service under the warranty performed;

(3) if the vehicle is sold with a written
warranty, the mileage and the date on which
the warranty will terminate.

(c) If the vehicle is sold with a written
warranty, the dealer shall warrant that such
vehicle can pass any applicable State inspec-
tion requirements.

{d) At the request of a bona fide prospec-
tlve purchaser of a used motor vehicle, the
dealer shall furnish such purchaser the
name and address of the previous registered
owner of such vehicle (for purposes other
than resale), whether such vehicle was used
principally as a passenger vehicle or was
commercially or publicly owned, and the
type of sale, transfer, or other means through
which the dealer acquired such vehicle, to
the extent such information is reasonably
available to such dealer. When such previous
registered owner sells such vehicle to a new
or used motor vehicle dealer, such owner may
request that his name be withheld from the
subsequent purchaser.

APPLICABILITY OF TITLE I

SEec. 404. The provisions of title I of this
Act are applicable to the extent not incon-
sistent with a provision of this title.

Mr. ROBERT C. BYRD. On behalf
of the Senator from Indiana (Mr.
HarTre) I ask unanimous consent that
the name of the Senator from Rhode
Island (Mr. PasTore) be added as a co-
sponsor of amendment No. 474 to S. 356,

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MOSS., Mr. President, it is the
feeling of the members of the subcom-
mittee that the amendment of the Sen-
ator from Indiana does prescribe war-
ranty guidelines for the sale of used
motor vehicles and that it would be
acceptable as an amendment. Although
I believe the provision of title I would
generally apply to the used motor vehi-
cle market, this amendment specifically
addresses a problem which has a long
history of plaguing consumers. Under
the amendment, a used car dealer would
have the option of warranting the vehicle
that he sells, However, regardless of
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whether or not such dealer chooses to
offer a warranty, whenever a dealer sells
any used motor vehicle, the purchaser is
entitled to be supplied with certain in-
formation about the vehicle which he
purchases. I believe that this amend-
ment takes a giant step forward in eas-
ing the burden on purchasers of used
motor vehicles, and I commend the Sen-
ator for his efforts in protecting the
consumer.

Mr. President, the substitute amend-
ment before this body is subject to fur-
ther amendment or perfecting amend-
ment, Is that correct?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. MOSS. Mr. President, I send to
the desk a modification of the Hartke
amendment to the substitute amend-
ment, which is now pending, and ask
that it be stated.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:

In sectlon 403(c), strike the " and add
“in the State where such vehicle is sold.”.

In section 403(d) strike the last sentence
and insert in lieu thereof the following: “The
name and address of such previous registered
owner shall not be released to the subsequent
purchaser without the express written con-
sent of such owner. The dealer who pur-
chases such vehicle from the previous regis-
tered owner shall solicit such consent at the
time of sale in a manner that will clearly
disclose to the previous registered owner
his rights under this subsection.”

Mr. MOSS. Mr. President, this is a
perfecting amendment that has been
worked out by the staff of the majority
and the minority.

It is clear that this amendment would,
first, preserve the right of privacy if an
owner does not wish to have his name
used; and, second, it avoids the abuse
that has been common in this field of
passing on to a prospective buyer the
name of an owner who is thought to have
been respectable or careful, or some other
desirable trait, and using that as a tool
to sell the automobile, when it may not
be an accurate representation.

This amendment would give this
needed protection we seek. If the per-
fecting amendment were agreed to, we
think the Hartke amendment would be
acceptable and I would move its passage.

Mr. COTTON. Mr. President, will the
Senator yield for a parliamentary in-
quiry?

Mr. MOSS. Certainly. I yield.

Mr. COTTON. The yeas and nays have
not been requested on the original
amendment. I therefore believe the Sen-
ator has a perfect right to modifying his
amendment.

Mr. MOSS. I thank the Senator. I
will await the ruling of the Chair to see
if that is correct.

The PRESIDING OFFICER. The Sen-
ator has the right to modify his amend-
ment.

Mr. MOSS. I thank the Presiding
Officer and I thank my colleague for
bringing this matter to our attention.

Mr. President, if the amendment is
modified as the modifying amendment
provides I would then be ready to vote on
the Hartke amendment as modified.

Mr. COTTON. Mr. President, will the
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distinguished Senator from Utah yleld
so that I may address two or three ques-
tions to him?

Mr. MOSS. Certainly. I yield.

Mr. COTTON. I am an ex officio mem-
ber of the Consumer Subcommittee that
dealt with the pending bill. I know that
the majority staff of the subcommittee
seasonably notified and gave informa-
tion to the minority staff of the contents
of this amendment. Then, together ap-
parently they prepared the perfecting
amendment.

However, I think the procedure pro-
vided for in the amendment is rather
complicated. For example, a portion of
the amendment sets forth specific dis-
closure requirements which must be set
forth in a written statement, and if sold
without a warranty, then on the contract
for sale. It is rather complicated and I
therefore think the record should show
that this amendment was mnever pre-
sented to either the subcommittee or to
the full committee.

Mr. MOSS., I think that is correct. The
amendment was drafted and sent in after
the bill was reported.

Mr. COTTON. I am informed, how-
ever, that a representative or representa-
tives of the National Automobile Dealers
Association had an opportunity to exam-
ine this amendment and have indicated
it is something they can live with. Is that
correct?

Mr. MOSS. That is correct. This
amendment has been discussed with the
National Automobile Dealers Association
and they have indicated that they could
live with it, yes.

Mr. COTTON. Did they indicate that
by letter?

Mr. MOSS. The National Automobile
Dealers Association has indicated that
they do not object.

Mr. COTTON. The reason I wanted to
get this on the Recorp and make sure
about it is that there is one point about
this amendment that troubles me. This
concerns the fact that, as I listened to
it read and examined it briefly in the
hands of the minority counsel, it seemed
to me that the process of information
disclosure—the written statement, the
warranty, and all the other steps to be
taken—might prove to be so complicated
that the amendment is in danger of de-
feating its own laudable purpose of pro-
tecting the consumer from deceptive
practices in the used car field.

In view of the fact that, unless the
dealer sells the used car “as is,” he has
to go through such an involved process
and assume so much responsibility, the
Senator from New Hampshire is of the
opinion that more and more dealers will
sell such cars without a warranty, in-
forming the buyer he has to take his own
chances.

We have already written into the law
that no longer can a dealer falsify the
mileage of a car. This amendment re-
states this law, but then adds a great
many other requirements.

I think the purpose of the amendment
is entirely laudable. But, I also believe it
is not the best legislative practice to offer
an amendment with all the requirements
that this one has without giving inter-
ested parties, such as the used car deal-
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ers an opportunity to be heard, either in
the subcommittee or in the full commit-
tee, before bringing the bill to the floor.
However, since a used car can be sold
without a written warranty and avoid the
whole thing, which is perhaps more of a
defect than a safeguard, I am not dis-
posed to really oppose this amendment.
I do so, however, with some reluctance.
I hope that in the future amendments
of this kind will be presented either in
the subcommittee or the full committee,
so that members of the committee can
have full opportunity to consider the
provisions, Also, if members of the com-
mittee, or the chairman of either the sub-
committee or the full committee, feels it
is necessary, some opportunity for a
hearing can be presented.

I have the feeling that we may, re-
gardless of whatever assurance may have
been given privately by representatives
of the Used Cars Dealers Association,
have some outery from used cars deal-
ers because of the duties and probable
“redtape” imposed upon them by this
amendment.

Mr. MOSS. I thank the distinguished
Senator from New Hampshire for his
comments. Certainly I agree with a good
part of them. I agree that it would be
desirable to have a timely introduction
to this sort of thing, so that hearings
could be held and more discussion had.

But I reiterate my response made
earlier that the National Automobile
Dealers Association, which is covered by
the bill and is very much involved in
both the sale of new and used cars has
indicated that the bill is acceptable to
them. I cannot give that assurance about
the Used Cars Dealers Association, which
is a smaller group and is confined to used
cars.

In answer to the Senator’s comments
about there being some redtape, perhaps
it does have some redtape. But, at the
same time, this language applies to the
person selling a car. If he wants to use
the warranty as a tool for selling the car,
be has to be prepared to measure up to
the provisions in the bill. If he does not
want to take the risk of doing so, then he
has to sell it without a warranty. The bill
does not say he must sell it with a full
warranty or with a partial warranty.

Mr. COTTON. If I may interrupt for
a second, this amendment does not apply,
as I understand it, to transactions be-
tween individuals. If I sell my car to the
Senator from Utah, I am not considered
a dealer. Is that correct?

Mr. MOSS. That is correct. If a dealer
who is in business to sell used cars, or
cars of any kind, wants to use a warranty
as a part of his selling pitch, as a tool
for selling, then he has to live up to cer-
tain requirements.

Mr. COTTON. I recognize fully that
the dealer does not have to give a wrif-
ten warranty. He can simply sell the car
“as is” and so indicate.

Mr. MOSS. No, he is not prohibited
from selling without a warranty. A war-
ranty is something in writing. The hill
does not protect buyers in that way.

Mr. COTTON. Can the dealer sell it
simply by his own word? I thought, asI
heard the amendment read, that the
dealer had to pass some kind of paper
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to the buyer that indicated that the buy-
er was buying with knowledge.

Mr. MOSS. That is correct. A warranty
has to be in writing.

The dealer could say to the buyer,
‘“This is a perfectly clean car. A little old
lady down the street had it all these
years.” In spite of what he wants to say
orally, he can still sell the car “As Is.”
If the buyer accepts that sales pitch and
buys the car, he has to beware, because
the old maxim caveat emptor still ap-
plies in the marketplace.

But if the dealer wants to put it in
writing and say that the car is war-
ranted, he has to live up to certain
requirements.

Mr. COTTON. I do not think I made
my question quite clear. Does not the
amendment provide that if a dealer de-
sires to sell a car and does not give a
written warranty, then he must sell it
to a buyer, who will take his own risk,
other than the odometer requirement
now in the law about mileage? I thought
it was in the amendment that the dealer
must, not only orally, but also in writ-
ing, inform the purchaser that he is
buying it at his own risk.

Mr. MOSS. Mr. President, the Senator
is correct. And if the Senator will reecall,
one of the thrusts of the pending meas-
ure is that warranties have been used
heretofore in many instances to disclaim
any implied warranty and to actually
take from the purchaser some of the
warranties implied in the sale of the
vehicle.

Mr. COTTON. I remember all of that.
I think that we are covering a lot of
ground here, I just wanted to make sure,
and the Senator may correct me if I am
wrong, that the dealer cannot sell a used
car, if this bill passes and has this
amendment incorporated in it, without
a written warranty. In other words, he
still has to deliver something in writing
to the buyer that there is no warranty.

Mr. MOSS. The Senator is correct. On
the bill of sale or whatever paper he uses
to transfer the car, he marks “As Is.”

Mr. COTTON. Section 403(b) (1) (C)
says that there must be “a statement of
written warranty coverage of the used
motor vehicle, except that if the used
motor vehicle is sold without a written
warranty, the dealer shall enter the
words “As Is—all repairs are the respon-
sibility of the buyer” in the space pro-
vided for warranty coverage.”

Mr. MOSS. That is on the bill of sale,
the Senator is correct.

Mr. COTTON. It says “in the space
provided for warranty coverage.”

Mr. MOSS. This is on the written
statement that accompanies the bill of
sale. He simply indicates that on there.

Mr, COTTON. If he is going to use a
written warranty, that goes in. And, if
he is not going to do so, this statement
clearly indicating this to the purchaser
of the car has to be attached.

Mr. MOSS. The Senator is correct.

Mr. COTTON. Well, as far as the Sen-
ator from New Hampshire is concerned,
now that those matters have been
cleared, the Senator from New Hamp-
shire still feels that this may cause more
used cars to be sold without warranty
than with one. However, although the
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Senator from New Hampshire is not
quite satisfied with this, he is not dis-
posed to raise the issue and oppose it.

I want it clearly understood that in
all that the Senator from New Hamp-
shire has said, he has not suggested for
one moment that his good friend, the
Senator from Utah, has not dealt fully
and fairly with the committee. Others
have informed members of my staff, and
they have informed me. We knew about
it. However, I still feel that it is a rather
unfortunate matter to legislate in this
manner. But I am not going to raise
the issue.

Mr. MOSS. Mr. President, I thank the
Senator from New Hampshire.

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

Mr. MOSS. Mr. President, I yield to
the Senator from Nebraska.

Mr. CURTIS. Mr. President, may I in-
quire whether existing law, on the bill
as it comes from the committee, deals in
any way with anything other than new
products?

Mr. MOSS. Yes. It does deal with ar-
ticles sold to consumers. It is not restrict-
ed to new products.

Mr. CURTIS. Mr. President, does it
relate to the first sale?

Mr, MOSS. If it goes through a dealer,
it is for resale. The only matter excluded
is a trade between two private individ-
uals. If a man wants to sell a car to his
neighbor and talk to him over the back
fence, he can do so.

Mr. CURTIS. Mr. President, on page
33, lines 15 to 16, of the bill, it states:

“Consumer” means the first buyer at retail
of any consumer product . . .

What does that mean?

Mr. MOSS. Mr. President, if the Sen-
ator goes to line 20, it states:

+ + » any other person who is entitled by
the terms of such written warranty or serv-
ice contract or by operation of law to en-
force the obligations of such warranty or
service contract.

Mr. CURTIS. Mr. President, does that
not refer back to the written warranty
on a new product? Are we not talking
about a new product when a warranty
is given and that product is sold to an-
other person before the warranty ex-
pires?

Mr. MOSS. No.

Mr. CURTIS. Is that not the purport
of lines 15 through 22?

Mr. MOSS. Mr. President, as it de-
fines consumer, but it goes on and ex-
pands it to any other person.

Mr. CURTIS. Mr. President, it talks
about a warranty given on a new prod-
uct and some other person, a consumer,
acquires that product before the war-
ranty has expired. Is that not correct?

Mr. MOSS. A warranty may be given
on a used product, not only on a new
product. Any dealer who wants to use
the warranty as a tool to make the sale
has to live up to certain conditions. It
can be the sale of a new product or a
used product. But if he wants to give a
warranty, he must live up to the terms
of the warranty.

Mr. CURTIS. This proposal would ex~-
tend this law to used automobiles. So far
as I know, it may be a good proposal and
in the public interest. However, I would
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like to inquire why the committee did not
incorporate the amendment in the bill

Mr. MOSS. We thought we had cov-
ered this situation generally, as I have
indicated in my statement here, because
this amendment had some additional
guidelines about where he may come and
bring his car, if he is given a warranty,
to obtain service. It would add something
to it, and we were willing to accept it on
that basis.

Mr, CURTIS. Mr. President, how many
days of hearings did the committee have
on the proposal that this act apply spe-
cifically to used automobiles?

Mr. MOSS. Mr. President, that is a
very hard question for me to answer,
This matter, as the Senator realizes, has
been before us for about 6 years.

Mr. CURTIS. Mr. President, did the
committee have any witness appear be-
fore it who specifically talked about used
cars and asked specifically that they be
brought under the bill?

Mr. MOSS. Mr. President, I do not be-
lieve that we can say we were asked to
have used cars under the bill. However,
we were dealing with all products. And
among other parties appearing before
the committee, we had the National Au-
tomobile Dealers Association. And as I
have indicated, the dealers say that they
can live with it.

Mr. CURTIS. Mr. President, is that
statement contained in the hearings?

Mr, MOSS. I am not sure. I would have
to look and see. However, they have ap-
peared before the committee and have
had many consultations with us. And
they have testified before the committee.

Mr. CURTIS. Mr. President, it is not
true that this proposal which specifically
applied this jurisdiction to used cars in
the manner set forth in the proposed
amendment was never heard by the com-
mittee and that the committee did not
give notice that it was going to take up
such a matter and that no one appeared
and testified against the proposal.

Mr. MOSS. I do not think that used
cars were ever pinpointed. However,
automobiles formed a good part of our
discussions, and the warranty game, as
it is called, was played with automobiles
perhaps more than with any other type
of product.

Mr. CURTIS. Mr. President, how much
of that discussion concerned new cars
and how much concerned used cars?

Mr. MOSS., Well, of course, I cannot
answer that. I have made no study of
the time spent in hearings on each por-
tion of the bill.

Mr. CURTIS. My distinguished friend
was chairman of the committee.

Mr. MOSS. That is correct, and I held
many of the hearings.

Mr. CURTIS. What is difficult about
that simple question? Did the committee
take up this proposal of extending juris-
diction to used automobiles, notify the
public, and have any testimony?

Mr. MOSS. No, nor we did not take
up used vacuum cleaners, used hair dry-
ers, or used anything else, because they
were all consumer products covered by
the bill.

Mr. CURTIS. Is the distinguished Sen-
ator going to offer an amendment relat-
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ing to the used vacuum sweepers and the
other items he has mentioned?

Mr. MOSS. No, I think they are cov-
ered. I think the bill would also have
covered used automobiles, except for the
fact that it added some guidelines which
we think are acceptable, and therefore
we are willing to take the amendment.

Mr. CURTIS. It might well be that we
need some Federal legislation on used
cars, I do not know. But here is one
Senator who would prefer that the ap-
propriate committee hold some hearings
on the matter, and that notice be given
that such a proposal is pending, so that
the interested parties—consumers, deal-
ers, mechanics, and all others—would
know about it, and could come in with
their recommendations and their ideas
on the subject. I dislike this method of
legislation.

I suppose some conversation has oc-
curred between the distinguished chair-
man or the staff and some people who
purport to represent used car dealers.
But I do not think that a very high per-
centage of these car dealers are in-
formed of what is going on. They may or
may not support their national organi-
zation.

I feel that the Senator ought to, if he
thinks strongly on this matter, take it
back to his committee and hold some
hearings, but not ask to extend this leg-
islation dealing with consumer product
warranties to used cars, a specific class
of product, without some hearings.

Again, I repeat, it may well be true
that we need some legislation. But I am
not rising to propose legislation. I am
rising to suggest before any committee
comes in and asks for the enactment of
something as broad as this, they owe it
to the Senate to give notice of what they
are doing, hold some hearings, and take
the testimony of the most appropriate
individuals who can be located.

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

Mr. MOSS. I will be happy to respond
to the Senator’s statement.

Mr. CURTIS. I am happy to yield, if
I have the floor.

Mr. GRIFFIN. To add to what the
Senator from Nebraska has just said,
and also the Senator from New Hamp-
shire, both of whom have made some
very valid points, at least as far as the
legislative process is concerned, I think
it is unfortunate that consumer groups
and others besides used car dealers who
might be affected and interested in this
matter did not have an opportunity to
come in and present testimony. I think
it has already been expressed here by
the Senator from New Hampshire and
others that if there is any field where
there probably is some need for legisla-
tion, it is in the sole of used cars.

How do we know that the amendment
goes far enough, in terms of protecting
the consumer, without any hearings and
without any opportunity for those who
are concerned about it to come in and
testify specifically about standards that
should relate to used cars? Because there
is a different situation, I think, than
that which applies to the new car dealer.
I can see very easily that the new car
dealers who will be covered by these war-
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ranties would not particularly be con-
cerned, perhaps, if it extended in terms
of their sales to used cars. But I think
that when you have others involved who
will not be covered by the warranties,
and apply it to sales not originally con-
templated, it would seem to me that it
would have been useful and would have
provided better protection to the con-
sumer if we could have had hearings.

Mr. CURTIS. 1 thank the Senator for
his concern.

I raise some further questions about
lines 15 to 22 on page 33. The Senator
from Utah says that extends the legis-
lation to used products. I am not so sure
that it does. Let us look at it:

“Consumer" means the first buyer at retail
of any consumer product; any person to
whom such product is transferred for use
for personal, family, or household purposes
during the effective period of time of a writ-
ten warranty or service contract which is
applicable to such product; and any other
person who is entitled by the terms of such
written warranty or service contract or by
operation of law to enforce the obligations
of such warranty or service contract,

To me that means this: The consumer
is the first buyer at retail of a product,
which would imply a new product. If that
product is transferred to another per-
son during the period of its warranty,
any other person as mentioned in line
2 stands in his shoes to enforce it, and I
submit that if that gives jurisdiction to
this act over the sale of used products
generally, the language needs some cor-
rection, because to say the least it is
very hazy, indefinite, and ambiguous.

I believe if we are going to have this
measure cover the sale of used products,
the language should specifically say so.

Mr. MOSS. Mr. President, if the Sen-
ator will yield, he is correct in pointing
out that the consumer is defined as
meaning tae first buyer at retail of any
consumer product. So we must go back
to the definition of “consumer product,”
which is paragraph 2:

“Consumer product” means any tangible
personal property which is normally used for
personal, family, or household purposes, in-
cluding any such property intended to be
attached to or installed in any real property
regardless of whether it is so attached or
installed. Notwithstanding the foregoing, the
provisions of sections 102 and 103 of this title
affecting consumer products apply only to
consumer products each of which actually
costs the purchaser more than five dollars.

So a consumer product ic not limited
to a new product. It is any tangible per-
sonal property. What I perhaps did not
make clear, in responding to the Senator
from New Hampshire and others, is that
we did discuss automobiles at great
length, and we discussed used automo-
biles and new automobiles. There is no
distinetion intended.

Mr. CURTIS. But here the Senator
comes with an amendment, rather
lengthy in nature, specifically addressed
to used automobiles, and according to his
own statement, he gave no notice that
that was going to be included, he con-
ducted no hearings dealing specifically
with used automobiles; neither the
dealers, the mechanics, the public, nor
anyone else appeared and testified on
how to write a good law relating to used
automobiles.
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I feel that the committee has such an
obligation, before they come in here and
ask that it be passed. Again I repeat, I
am not opposing the committee.

Mr. MOSS. If the Senator will
yield——

Mr. CURTIS. It may be necessary, but
we are enfitled to hearings.

Mr. COTTON. Mr. President, will the
Senator yield first to the Senator from
Utah, and then to the Senator from New
Hampshire?

Mr. MOSS. In the first place, I did not
offer an amendment, because I believe
that used cars are covered. Neither did
the chairman bring the amendment. It
was brought by the Senator irom In-
diana (Mr. HarTKE), who is not in the
Chamber today.

Mr. CURTIS. Does the Senator ad-
vocate the amendment?

Mr, MOSS. I am willing to accept it,
that is what I am saying, for the com-
mittee; and we have conferred with the
staff. We think that it is in harmony
with the general tenor of the bill.

Mr. CURTIS. I am sure the committee
has a very good and dedicated staff, and
I believe the Senator; but I also believe
that a matter this involved, that people
have to live under, should have notice
that there are going to be hearings.

Mr. MOSS. In the first place, we did
have extensive hearings over a period
of 6 years in which automobile dealers
of all kinds reported to us. Let me read
the last paragraph——

Mr. CURTIS. I will ask the Senator
again, did you have a single used car
dealer there?

Mr. MOSS. Yes, we did.

Mr. CURTIS. Exclusively a used car
dealer?

Mr. MOSS. We never had a distinction
between used and new cars. We just
talked about automobiles.

Mr. CURTIS. Who was the used car
dealer?

Mr. MOSS. I do not know. I cannot
give the Senator the name. I did not
come prepared with that.,

Mr. CURTIS. Are not the hearings in-
dexed?

Mr. MOSS. Let me read the last para-
graph of the statement prepared by the
Senator from Indiana (Mr. HARTKE).

He says:

Mr. President, I would also like to inform
my colleagues that I have had extensive dis-
cussions over the past several months with
representatives of the National Automobile
Dealers Association and the National Inde-
pendent Auto Dealers Association which is
a group of used car dealers. While neither
group has endorsed amendment No. 474,
both support its objectives and realize the
need for greater consumer protection in this
area.

So the Senator from Indiana says he
has been in contact for several months,
I am sure that he has been working on
his amendment for some time. But it
was never felt by the committee that
there needed to be this distinction. Now
the Senator thinks it should. I think,
because he has had some guidelines that
are acceptable, I am willing to accept
them, That is my position.

Mr. COTTON. Mr. President, will the
Senator yield for a moment?

Mr. CURTIS. I yield the floor.
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Mr. COTTON. I should like to speak
to the Senator from Nebraska for one
moment before he leaves on the matter
which he has raised, concerning the in-
terpretation of the words as regarding a
“first buyer at retail” and the used prod-
uct sale, I am not talking about automo-
biles now, but the general language
questioned by the Senator from Ne-
braska.

Although I was not present at the sub-
committee deliberations, I was present
when it was discussed in the full com-
mittee.

It is my understanding—and the Sen-
ator from Utah will correct me if I am
wrong—+that this bill—forgetting about
automobiles—was clearly stated to apply
to the first purchase of a product. But,
if a supplier desired to sell a used prod-
uct with a written warranty, then he had
to do so in compliance with the bill's
provisions. But, it was designed for the
first purchase. There is, however, provi-
sion if a supplier wants to offer a writ-
ten warranty.

Mr. MOSS. The Senator is correct, yes.

Mr. CURTIS. The Senator is not talk-
ing about the Hartke amendment now?

Mr. COTTON. No.

Mr. CURTIS. What does the Hartke
amendment do in that regard?

Mr. COTTON. Mr. President, as to the
Hartke amendment, I do not know any-
thing about what took place in the
hearings. I do not know anything about
what took place in the subcommit-
tee. But, when the full committee con-
sidered this matter, I was present. So
far as I can remember, not one word was
said about used cars. The point was
not even raised. Personally, I never con-
sidered that used cars were treated any
different than any other article in this
bill until I learned of this amendment.

My only objection now to the amend-
ment is that I remember very well a
used car dealer in my home city who
gave a young man just back from Viet-
nam a job selling used cars. The dealer
told him that he could tell every cus-
tomer the law required that the odometer
could not be tampered with, and was,
so far as the dealer knew, absolutely
accurate.

Now, if he is going to employ that
young man to go out and sell used cars
after adoption of this amendment, then
he has got to be able to fill out all these
disclosure requirements, such as the
names of the garages available within a
certain radius where the vehicle can be
repaired, and so forth. He has fo take
care of all of those representations.

If he goes back to his boss, his boss
will say, “Forget all that stuff. I cannot
bother with it. Tell the customer the
odometer is correct, and to take the car
‘As Is.’ We will only sell it to him ‘As Is.
So fill in the forms that way.”

To that extent, I insist, this amend-
ment in its present form will cause less
use of the warranties rather than more,

Mr. MOSS. I may suggest, this is an
advantage, that if that dealer in that
town wants to say, “I warrant all my cars
and I will give a written warranty,” he
had better have it written out if he is
going to give a written warranty. So,
therefore, he says, “Young man, you can
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go out and say to all these people, ‘If you
buy a car from me, you will get a written
warranty and it will protect you.'”

So he is using that as a sales technique
and he is entitled to use it, provided he
will stand behind the warranty. If he does
not want fo give a warranty he might
say: “I have a good car that has not been
abused. The speedometer is correct.” If
the person is persuaded and says he
wants the car, he will get a written state-
ment that says all repairs are the re-
sponsibility of the buyer. This is the dis-
tinction to make.

The thrust of the bill is to prevent the
warranty process from being abused.
Many dealers, sales people, and adver-
tisers have held warranties out to con-
sumers as something to protect him,
when really, the warranty limits his
;;i_ghts and hurts him rather than helps

im.

Mr. COTTON. Mr. President, I thank
the Senator for his observations.

Let me add this brief word. In the first
place, the distinguished Senator from
Utah (Mr. Moss) is completely sincere
and wholly blameless in this matter. The
amendment was handed to him by the
Senator from Indiana to offer on his be-
half, and he saw nothing objectionable
to it.

Now, I have no wish to make a contro-
versy of this matter and force it to a
vote. A Senator might vote against the
amendment because he did not like this
way of legislating and thought the com-
mittee had not had sufficient opportun-
ity to consider this particular amend-
ment. But, in so casting his vote, he will
be pointed to by anyone back home as
voting against the consumer and voting
in favor of other interested parties, I
would not be a party to putting any Sen-
ator in this body in that situation.

I therefore am not going to oppose the
amendment. I am for the bill. But, the
next time we have an amendment of this
kind dropped in our laps on the floor of
the Senate without having been dis-
cussed, brought up, or considered in the
committee, without hearings, I think I
will be disposed, as I believe the Senator
from Utah would be disposed, to oppose
it. I think the Senator from Utah is not
entirely happy about this method of ar-
riving at this amendment.

Mr. MOSS. The Senator is correct. I
appreciate his discussion of this point
and his cooperation. He has been most
fair in his discussion and has pointed out
that this matter was not timely brought
to attention, as I said. My only explana-
tion has to be that I think it is compat-~
ible with the rest of the bill and does add
some guidelines. That is the reason why
I am willing to accept the amendment.

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

Mr. MOSS. I yield.

Mr. MAGNUSON. I merely want to
say that I appreciate what the Senator
from New Hampshire has said. I thought
the Hartke amendment would be voted
up or down. That is not unusual. Sena-
tors present amendments on almost every
major bill on the floor of the Senate on
which there have not been hearings or
somebody has not spoken about them.
We vote them up or down.
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In this case, I think it is wise to do
what we are doing here today; namely,
accept the amendment. I believe it fits
the objectives of the bill, which are
mainly that if you are going to sell any-
thing and you put a warranty on it, I
do not care whether it is second-hand
or new, it belongs there and you have to
live up to it.

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

Mr, MAGNUSON. I yield.

Mr. COTTON. I think the distin-
guished chairman agrees with us and
agrees with me.

Mr, MAGNUSON. I do.

Mr. COTTON. I must leave at this time
to attend a session of the Appropriations
Committee. I just wanted to make sure
the Senator did not say anything about
me after I left. [Laughter.]

Mr. MAGNUSON. I merely wanted to
compliment the members of the com-
mittee, who worked so long on this bill.
It has been a long time objective of the
committee, and I am glad we are getting
it done now, in this session, in the hope
that it will be enacted. I suspect that an
amendment of this kind might occur in
the Senate, anyway, if it were brought
up and discussed.

Mr. MOSS. Mr. President, I move the
adoption of the amendment as modified.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment
of the Senator from Indiana, as modi-
fied.

The amendment, as modified, was
agreed to.

The PRESIDING OFFICER. The bill
is open to further amendment.

Mr. MOSS. Mr. President, I ask unani-
mous consent to have printed at this
point in the Recorp a statement by the
distinguished Senator from Indiana, to-
gether with several insertions.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The statement and insertions read as
follows:

STATEMENT OF SENATOR HART

Mr. HarTKE. Mr. President, as we become
more aware of the need for legislation to pro-
tect the American consumer, we are ﬂnc!lng'
ourselves Inundated with worthy subjects
for our attention. One particular subject,
however, which has been a popular recepticle
of publlec scorn for many years has been
the used car business. There are hundreds
of highly reputable used car dealers; unfor-
tunately, they are far outnumbered by the
disreputable ones. Tens of thousands of com-
plal.uts are filed with Government agencie.u
each year about the sale of used cars. Some
pertain to odometer turnbacks; others per-
taln to failure on the part of the dealer to
perform under the car warranty; still others
pertain to mechanical defects which were
not made known to the purchaser.

A year ago it came to my attention that
cars sold at public auction in the District of
Columbia were being taken to other States
and resold at substantial profits. While news
media reports indicated that most of these
cars had been auctioned at $50 each, they
were being resold for as much as $500. Un-

fortunately, no major repairs were performed
on these cars and at least six were subse-

gquently rendered Inoperative within a month
of thelr resale.

While many dealers purchase cars cheaply
and then make several hundred dollars worth
of repairs, the dealers in the case of the six
cars in question apparently made no such
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permanent repairs. They merely rendered the
cars operative so that, to an untrained pur-
chaser, they appeared to be in good condi-
tion. This i1s a familiar practice of unscrupu-
lous dealers who then sell the car “as is",
without a warranty, and then claim no re-
sponsibility for the car’'s defects.

Upon learning of these deceptive practices,
I surveyed consumer protection officials in all
fifty States and the Commonwealth of Puerto
Rico. The responses which I received from
officials in forty-one States, including Puerto
Rico, read as follows:

TABULATION OF RESPONSES TO STATE OFFICES OF
ATTORNEYS GENERAL AND LOCAL CONSUMER PROTEC-
TION OFFICIALS

1. Has your State monitored
the relat'onship be-
tween used cars and
automobile accidents? _ .

2. Does your State have any
laws regulating the sale
of used cars?

3. Are you aware of any
municipalities in your
State. which make a
practice of selling
abandoned cars at

If s0, is any effor made

to monitor the subse-

quent use of cars sold

at-such auctions?____._...__....
4, Are you aware of any

significant number of

complaints  involving

used cars?....._....... 35

I believe that there is a relationship be-
tween the age of a vehicle and vehicle ac-
cidents. There is no current uniform set of
standards for motor vehicles in use. Some
states included in my survey had no vehicle
inspection program whatsoever. Among the
others which did, not all required that the
inspection be performed prior to the sale of
the used vehicle.

Two deficiencies result from this state of
affairs. First, the highways of this nation
are populated with unsafe vehicles. A study
performed in 1968 by Operations Research
Inc., under contract for the National High-
way Safety Bureau, indicated that all vehi-
cles degrade with use and, therefore, ulti-
mately operate with safety-related defects on
public highways. The same study found that
an estimated forty percent of the almost 100
million vehicles then on the road had at
least one safety defect.

The second deficiency is that used car
purchasers are buying cars which contain
safety defects of which they are unaware.
In states with no inspection program, they
may not become aware of the defect until
an accldent occurs. In states with inspection
programs which do not require an inspection
prior to the sale of the car, the purchaser
must pay the cost of repairing a defect of
which he was unaware.

My survey of consumer protection of-
ficials—exhibit A—indicates that few states
have monitored the relationship between
the age of vehicles in use and automobile
accidents. It also indicates that nearly thirty-
seven percent of the respondents to my ques-
tionnaire indicated that their state had no
special laws to deal with the sale of used
cars. Those which did often limited their at-
tention to the licensing of used car dealers
or prohibition against the turnback of odom-
eters. The result is that consumers have
limited recourse against the deceptive prac-
tices of used car dealers.

The depth of this problem is indicated in
a second survey which I undertook late last
year. A questionnaire was sent to approxi-
mately 300 lawyers who work with indigent
clients. The poor are often the ones most
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victimized by unscrupulous consumer prac-
tices. One need only look at the geographic
placement of used car lots to know that this
group of people is looked upon as a prime
market for used cars. As of this date, 100
responses to my questionnaire have been
received.

The following Is the tabulation of these
responses.

TABULATION OF RESPONSES TO USED CAR
QUESTIONNAIRE

Total number of questionnaires tabulated,
100.

Total number of questionnaires mailed
300.

Responses Expressed as Percent:

Question la. Does the average consumer
receive a warranty with the purchase of his
used car? .

Yes, 27.

No, 45.

Sold as is (1), 28.

Question 1b. If so, what type of warranty?

Less than 30 days, 3.

30 days, 62.

30-90 days, 19,

More than 90 days, 0.

Don’'t know, 16.

What is its scope?

Parts & Labor, 3.

Parts only, 15.

Partial parts, 3.

Labor only, 3.

Partial labor, 3.

Part parts & all labor, 3.

Part labor & all parts, 3.

Part parts & part labor, 55.

Don't know, 9.

Question 2. In your opinion, what is the
practical value of used car warranties cur-
rently in use?

None, 42,

Little, 41,

Some, 4.

Much, 0.

No answer or don’'t know, 13.

Question 3. Are buyers informed of any
repairs made by the dealer prior to the sale
of the used car?

Never, 61.

Rarely, 28.

Usually, 2.

Always, 0.

Don't know, 9.

Question 4, If the used car is covered by
& warranty, is the buyer informed of where
the necessary repairs may be during the
warranty period?

Yes, 44,

Yes, but only with difficulty, 5.

No, 34.

No answer or don't know, 17.

Question 5a¢. Under a normal warranty, is
it possible for a buyer to return a purchased
vehicle and receive a full refund if not sat-
isfied with the vehicle?

Yes, 2.

No, T7.

Only with Lawyer's assistance, 14.

No answer or don't know, 7.

Question 5b. Is recission of contract pos-
sible?

Yes, 3.

No, 54.

Only with a lawyer's assistance, 36.

No answer or don't know, 7.

Question 6. How frequently do you handle
complaints involving odometer turnbacks?

None, 39.

Some, b2.

Many, 5.

No answer, 4.

Question 7a. Is the buyer usually informed
whether a car offered for sale by a used car
dealer has been involved in an accident?

Yes, 0.

No, 90.

Don't know, 10.

Question 7b. To what extent do consumer
complaints involve the failure to inform the
buyer of this information?
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None, 20.

Some, 35.

Many, 13.

Don't know, 32,

Question 8a. How extensive is the problem
of double financing?

Not prevalent, 12.

Somewhat prevalent, 20.

Very prevalent, 56.

Don't know, 12,

Question 8b. Are buyers informed of the
fact that dealers may sell their note to a bank
or other institution when credit is extended
to the buyer by the dealer and that the buyer
may not have any legal recourse against the
dealer?

Yes, 4.

Not always, 7.

Never, 56.

Told only in the written contract, 13.

Don’t know or no answer, 20.

Question 9a. Does State law reguire used
cars to pass an established inspection proce-
dure prior to its sale by a dealer?

Yes, 24,

No, 70.

Don't know, 6.

Question 9b, If not, is it customary for the
used car dealer to pay for any repairs neces-
sary to pass inspection if there is a post-sale
inspection program?

Yes, 0.

Sometimes, 10.

No, 36.

No answer or don't know, 54.

Question 10a. Are you aware of any cities
in your area that engage in the practice of
selling abandoned cars at auctions?

Yes, 36.

No, 64.

Question 10b. If so, is any attempt made
to monitor the subsequent use of cars sold
at such auctions?

Yes, 1.

No, 29.

No answer or don't know, 70.

(1) “As Is" vehicles are those vehicles sold
without warranty in purchases where the
purchaser specifically acknowledges that he
buys the car without a warranty.

I contacted the officials of Fairfax County,
Virginia, when I noticed that that county
had conducted a public auction of vehicles
last year. My purpose was to determine if any
effort was made to follow up on the use to
which these vehicles were put following their
sale at the auction. Although the county
made no such followup effort, they did pro-
vide me with the mames of the purchasers
of the vehicles sold at that auction.

I subsequently made my own followup
effort by contacting each of the purchasers
by letter. Each was asked to answer five
basle questions about the vehicle he pur-
chased, Although there were approximately
125 cars involved in the auction, many pur-
chasers bought more than one car. Never-
theless, I received only eight responses to my
gquestionnaire. Despite the lack of statistical
significance to this survey, I believe that it
is important because, to my knowledge, it
represents the first effort in the Nation to
follow up on the uses to which vehicles are
put after they are sold at public auction.

The questionnaire reads as follows:
SURVEY OF POST-AUCTION SALE USE OF USED

VEHICLES SOLD IN FAIRFAX COUNTY—JUNE 8,

1972

1. Was the vehicle purchased at the June
6th auction retained for personal use or re-
sold?

Porsonal e o 5

2. If the vehicle was retained for personal
use, was the vehicle stripped for parts or left
intact and used for transportation?

Transportation
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3. If the vehicle was retained for personal
use, were any repairs made on the car?

4. If the vehicle was resold, was it strip-
ped and sold as parts?

5. If the vehicle was resold, was it sold to
be used as transportation?

O RNBIED . e e e e

The used car amendment which I offer to-
day is designed to recitfy many of the prob-
lems uncovered in my year-long investiga-
tion specifically, it would do the following:

WARRANTY REQUIREMENTS

The amendment requires that all used cars
be sold with a written warranty unless the
contract or sale for the vehicle contains the
following mnotice in conspicuous type: "All
repairs are the responsibility of the buyer.”
The dealer must orally bring this same notice
to the attention of the buyer.

In short, used cars can continue to be sold
without any written warranty, but the dealer
must make it clear to the buyer that there is
no written warranty. This provision of the
amendment eliminates one of the most fre-
gquent causes for consumer complaint per-
taining to used cars.

Written warranties must meet the require-
ments of section 103 of 8. 3566. If the dealer
gives a full warranty, then that warranty
must cover any malfunctioning or defective
part within a reasonable time and at no
charge. Most used car warranties, however,
limit the liability of the warrantor and re-
guire the purchaser to pay a portion of the
cost. 8. 356 requires all such warranties to be
conspicuously designated.

DISCLOSURE OF INFORMATION

Dealers who sell used cars must furnish
the purchaser with a written statement con-
taining the following information:

1. A complete description of the used car,
including:

A, The make, model, year of manufacture,
and any identification or serial numbers of
the vehicle;

B. A statement of any mechanical defects
known to the dealer on the basis of his
examination and evaluation of the vehicle
prior to his acquisition of the car or which
otherwise becomes known to him while the
car is in his possession. (The purpose of this
amendment is to require the dealer to dis-
close to the purchaser what he knows about
the vehicle. What it says is, in the course of
his evaluation of the car prior to the time he
acquires it, or during any work which he
does on the car after he acquires it, if he dis-
covers any defect in the car—as that term
is defined in my amendment—he must dis-
close it to the purchaser. Mechanical defect
includes any damage, malfunction, or failure,
in whole or in part, which affects the safety
or normal use of the car. If the dealer knows
the car has defective brakes, he must tell
the purchaser before the contract of sale is
signed.)

C. A statement of any repairs made by or
under the direction of the dealer after he
acquired the car.

D. A statement of the written warranty
coverage of the used motor vehicle. If there
is no writter. warranty, then the words “as
is—all repairs are the responsibility of the
buyer” are entered in the appropriate space
on the statement,

E. If the vehicle is sold with a written
warranty, the name, address and telephone
number of each facility within a radius of
50 miles of the place of business of such
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dealer where the car can be brought to
have repairs performed.

F. If the vehicle is sold with a written
warranty, the mileage and the date on which
the warranty will terminate.

2. If the vehicle is sold with a written
warranty, the dealer is required to warrant
that the wvehicle can pass any applicable
State inspection. Only 13 States now have
inspection programs, but other States re-
quire an inspection at the time title to a
car is transferred. Many used car purchasers
complain that they cannot get their cars
past inspection. This provision of my amend-
ment means that, if the car does not pass
inspection, the dealer must make any re-
pairs necessary to assure that it will pass
inspection.

3. The amendment also establishes a pro-
cedure whereby a bona fide potential pur-
chaser of a used car can get the name of
the previous registered owner of that vehicle.
I believe that such information can often
be useful, but I am also sensitive to dangers
posed by this invasion of privacy of the
previous registered owner. For that reason,
I have restricted access to such information
only to those persons who are bona fide
potential purchasers—a person with a seri-
ous interest in the vehicle. The amendment
also, Includes a provision which enables the
previous owner to request that his name
be withheld from a subsequent purchaser.

This amendment is needed now. It fits
hand in glove with 8. 356. Its provisions are
nothing new to reputable used car deal-
ers—they already meet the requirements of
the amendment. It is the dishonest and dis-
reputable car dealer who will be forced to
change his practices. That is what my amend-
ment accomplishes, and I urge my col-
leagues to give it their full support.

I would also like to inform my colleagues
that I have extensive discussions over the
past several months with representatives of
the National Automobile Dealers Association
and the National Independent Auto Dealers
Association which is a group of used car
dealers. While neither group has endorsed
amendment #474, both support its objec-
tives and realize the need for greater con-
sumer protection in this area.

Mr. COOK. Mr. President, as a mem-
ber of the Senate Commerce Committee
which reported out S. 356, I believe it is
an excellent bill and one which I think
will probably accomplish as much for
consumers as any action the Senate can
take this year. Comments from manufac-
turers, suppliers, consumer groups, and
advertisers were elicited by the commit-
tee, and subsequently compiled, synthe-
sized, and debated with many of the
suggestions finding their incorporation
in the bill.

I am pleased that this version of the
warranty bill is absent several provisions
which I strongly objected to last year.
Basic objection was the rulemaking
power of the FTC, which has now been
resolved by court decision, and that I can
support and embrace its principal objec-
tives which will protect the American
consumer both collectively and individ-
ually.

Mr. DOLE. Mr. President, the legisla-
tion before us this afternoon, S. 356, the
Warranty-Federal Trade Commission
Improvement Act, adds the necessary
fine tuning to the body of Federal law
which is needed for effective consumer
protection in the 20th century.

The need for this legislation is press-
ing, as it has been over the past 6 years,
since the Senate first considered the leg-
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islation. The need for economic methods
of adjudication for the consumer is still
wanting. The warranty provision of S.
356 is designed to meet four basic needs:
the need for consumer understanding,
the need for minimum warranty protec-
tion for consumers, the need for assur-
ance of warranty performance, and the
need for better product reliability.
CONSUMER UNDERSTANDING

Frequently, suppliers of consumer
products fail to communicate to con-
sumers what in fact they have offered
in their warranty. There is a great need
to supply consumers with a clear and
honest disclosing of the terms and condi-
tions of the warranty, along with what
to do if the product becomes defective,

BASIC PROTECTIONS

Unfortunately, purchasers of consum-
ers products do not always know the
meaning of words in an express war-
ranty which state limits on the warranty
on its merchantability of fitness. There
is a great need in this area for consum-
ers to know what basic protections are
provided and that it is not taken away
in the fine print or in words which are
not understood.

ENFORCEMENT

There is a need to insure warrantor
performance by monitarily penalizing
the warrantor for nonperformance. One
way made available by this new legisla-
tion would be to allow reasonable attor-
neys’ fees and court costs to successful
consumer litigants. This may also de-
velop informal dispute settlement pro-
cedures for the settlement of consumer
complaints.

RELIABLE PRODUCTS

Under present marketing conditions,
the consumer has little information
about product reliability. It is hoped that
the ability to differentiate should pro-
duce economic rewards for increased
sales and reduced service costs for the
producer of more reliable products.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the Commerce
Committee amendment in the nature of
a substitute, as amended.

The committee amendment in the
nature of a substitute, as amended, was
agreed to.

The PRESIDING OFFICER. The ques-
tion is on the engrossment and third
reading of the bill.

The bill was ordered to be engrossed
for a third reading, was read the third
time, and passed, as follows:

8. 356
An act to provide disclosure standards for
written consumer product warranties
against defect or malfunction; to define

Federal content standards for such war-

ranties; to amend the Federal Trade Com-

mission Act in order to improve its con-
sumer protection activities; and for other
purposes

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That this
Act may be cited as the “Magnuson-Moss
Warranty-Federal Trade Commission Im-
provement Act”,
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TITLE I—CONSUMER PRODUCT
WARRANTIES

DEFINITIONS

Sec. 101. As used in this title—

(1) *“Commission” means the Federal
Trade Commission.

(2) “Consumer product” means any tangi-
ble personal property which is normally used
for personal, family, or household purposes,
including any such property intended to be
attached to or installed in any real property
regardless of whether it is so attached or
installed. Notwithstanding the foregoing, the
provisions of sections 102 and 103 of this
title affecting consumer products apply only
to consumer products each of which actually
costs the purchaser more than five dollars.

(3) “Consumer” means the first buyer at
retail of any consumer product; any person
to whom such product is transferred for use
for personal, family, or household purposes
during the effective period of time of a writ-
ten warranty or service contract which is ap-
plicable to such product; and any other
person who is entitled by the terms of such
written warranty or service contract or by
operation of law to enforce the obligations
of such warranty or service contract.

(4) "Reasonable and necessary mainte-
nance” consists of those operations which
the purchaser reasonably can be expected to
perform or have performed to keep a con-
sumer product operating in a predetermined
manner and performing its intended fune-
tion.

(5) “Repair” may, at the option of the
warrantor include replacement with a new,
identical or equivalent consumer product or
component(s) thereof.

(6) "Replacement” or “to replace”, as used
in section 104 of this title, means in addition
to the furnishing of a new, identical or equiv-
alent consumer product (or component(s)
thereof), the refunding of the actual pur-
chase price of the consumer product—

(1) if repair is not commerclal practicable;
or

(2) if the purchaser is willing to accept
such refund in lieu of repair or replacement.
If there is replacement of a consumer prod-
uct, the replaced consumer product (free and
clear of all llens and encumbrances) shall
be made avalilable to the supplier.

(7) “Supplier” means any person (includ-
ing any partnership, corporation, or assocla-
tion) engaged in the business of making a
consumer product or service contract avail-
able to consumers, either directly or Indi-
rectly. Occasional sales of consumer products
by persons not regularly engaged In the busi-
ness of making such products available to
consumers shall not make such persons “sup-
pliers” within the meaning of this title.

(8) “Warrantor” means any supplier or
other party who gives a warranty in writing.

(g) “Warranty” Iincludes guaranty; to
“warrant” means to guarantee,

(10) “Warranty in writing" or “written
warranty” means a warranty in writing
against defect or malfunction of a consumer
product.

(A) "Full warranty” means a written war-
ranty which incorporates the uniform Fed-
eral standards for warranty set forth in sec-
tion 104 of this title.

(B) “Limited warranty” means written
warranty subject to the provisions of this
title which does not incorporate at a mini-
mum the uniform Federal standard for war-
ranty set forth in section 104 of this title.

(11) A “warranty in writing against defect
or malfunction of a consumer product”
means:

(A) any written affirmation of fact or
written promise made at the time of sale
by a supplier to a purchaser which relates
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to the nature of the material or workman-
ship and affirms or promises that such ma-
terial or workmanship is defect-free or will
meet a specified level of performance over a
specified period of time, or

(B) any undertaking in writing to refund,
repair, replace, or take other remedial action
with respect to the sale of a consumer prod-
uct if such product fails to meet the specifi-
cations set forth in the undertaking,
which written affirmation, promise, or under-
taking becomes part of the basis of the bar-
gain between the supplier and the purchaser,

(12) *“Without charge” means that the
warrantor(s) cannot assess the purchaser for
any costs the warrantor or his representa-
tives incur in connection with the required
repair or replacement of a consumer product
warranted in writing. The term does not
mean that the warrantor must necessarily
compensate the purchaser for incidental ex-
penses. However, if any incidental expenses
are incurred because the repair or replace-
ment is not made within a reasonable time
or because the warrantor imposed an un-
reasonable duty upon the purchaser as a con-
dition of securing repair or replacement,
then the purchaser shall be entitled to re-
cover such reasonable incidental expenses in
any action against the warrantor for breach
of warranty under section 110(b) of this
title.

DISCLOSURE REQUIREMENTS

Sec. 102. (a) In order to improve the ade-
quacy of information available to consumers,
prevent deception, and improve competition
in the marketing of consumer products, the
Commission is authorized to issue rules, in
accordance with section 109 of this title,
which may—

(1) prescribe the manner and form in
which information with respect to any writ-
ten warranty shall be clearly and conspicu-
ously presented or displayed when such in-
formation is contained in advertising, label-
ing, point-of-sale material, or other
representations in writing; and

(2) require the inclusion in any written
warranty, In simple and readily understood
language, fully and conspicuously disclosed,
items of information which may include,
among others:

(A) clear identification of the name and
address of the warrantor;

(B) identity of the class or classes of per-
sons to whom the warranty is extended;

(C) the products or parts covered;

(D) a statement of what the warrantor
will do in the event of a defect or malfunc-
tlion—at whose expense—and for what period
of time;

(E) a statement of what the purchaser
must do and what expenses he must bear:

(F) exceptions and exclusions from the
terms of the warranty;

(G) the step-by-step procedure which the
purchaser should take in order to obtain per-
formance of any obligation under the war-
ranty, including the identification of any
class of persons authorized to perform the
obligations set forth in the warranty;

(H) on what days and during what hours
the warrantor will perform his obligations:

(I) the period of time within which, after
notice of malfunction or defect, the war-
ranfor will under normal circumstances
repalr, replace, or otherwise perform any
obligations under the warranty;

(J) the avallability of any informal dis-
pute settlement procedure offered by the
warrantor and a recital that the purchaser
must resort to such procedure before pur-
suing any legal remedies in the courts; and

(K) a recital that any purchaser who suc-
cessfully pursues his legal remedies in court
may recover the reasonable costs incurred,
included reasonable attorneys’ fees.
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(b) Nothing in this title shall be deemed
to authorize the Commission to prescribe the
duration of warranties given or to require
that a product or any of its components be
warranted, except that the Commission may
prescribe rules pursuant to section 553 of
title 5, United States Code, that the term of
a warranty or service contract shall be ex-
tended to correspond with any period in
excess of a reasonable period (not less than
ten days) during which the purchaser is de-
prived of the use of a product by reason of
a defect or malfunction. Except as provided
in section 104 of this title, nothing in this
title shall be deemed to authorize the Com-
mission to prescribe the scope or substance
of written warranties.

(¢) No warrantor of a consumer product
may condition his warranty of such prod-
uct on the consumer’s using, in connection
with such product, any article or service
which is directly or indirectly identified by
brand, trade, or corporate name; except that
the prohibition of this subsection may be
waived by the Commission if it finds that
the imposition of such a condition is rea-
sonable and in the public interest.

DESIGNATION OF WARRANTIES

Sec. 103. (a) Any supplier warranting in
writing a consumer product shall clearly
and conspicuously designate such warranty
as provided herein unless exempted from
doing so by the Commission pursuant to sec-
tion 109 of this title:

(1) If the written warranty incorporates
the uniform Federal standards for warranty
set forth in section 104 of this title, and does
not limit the liability of the warrantor for
consequential damages, then it shall be con-
spicuously designated as “full (statement of
duration)” warranty, guaranty, or word of
similar meaning. If the written warranty in-
corporates the uniform Federal standards
for written warranty set forth in section 104
of this title and limits or excludes the liabil-
ity of the warrantor for consequential dam-
ages as permitted by applicable State law,
then it shall be conspicuously designated
as “full (statement of duration)"” warranty,
guaranty, or word of similar import. *(Lia-
bility for consequential damages limited;
remedy limited to free repair or replacement
within a reasonable time, without charge)”,
or as otherwise prescribed by the Commis-
sion pursuant to section 109 of this Act.

(2) If the written warranty does not In-
corporate the Federal standards for war-
ranty set forth in section 104 of this title,
then it shall be designated in such manner
so as to indicate clearly and conspicuously
the limited scope of the coverage afforded.

(b) Written statements or representations,
such as expressions of general policy con-
cerning customer satisfaction which are not
subject to any specific limitations shall not
be deemed to be warranties in writing for
purposes of sections 102, 103, and 104 of this
title but shall remain subject to the provi-
sions of the Federal Trade Commission Act
and section 110 of this title.

UNIFORM FEDERAL STANDARDS FOR WRITTEN

WARBANTY

Sec. 104. (a) Any supplier warranting in
writing a consumer product must undertake
at a minimum the following dutles in order
to be deemed to have incorporated the uni-
form Federal standards for written war-
ranty—

(1) to repair or replace any malfunction-
ing or defective consumer product covered
by such warranty;

(2) within a reasonable time; and

(3) without charge.

In fulfilling the above duties, the warrantor
shall not impose any duty upon a purchaser
as a condition of securing such repair or re-
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placement other than notification unless the
warrantor can demonstrate that such a duty
is reasonable. In a determination by the
Commission or a court of whether or not any
such additional duty or duties are reasonable,
the magnitude of the economic burden nec-
essarily imposed upon the warrantor (includ-
ing costs passed on to the purchaser) shall
be weighed against the magnitude of the
burdens of inconvenience and expense nec-
essarily imposed upon the purchaser.

(b) If repair is necessitated an unreason-
able number of times during the warranty
period the purchaser shall have the right to
demand and receive replacement of the con-
sumer product.

(c) The above dutles extend from the war-
rantor to the consumer.

(d) The performance of the duties enum-
erated in subsection (a) of this section shall
not be required of the warrantor if he can
show that damage while in the possession of
the purchaser or unreasonable use (including
failure to provide reasonable and necessary
maintenance) caused any warranted con-
sumer product to malfunction or become de-
fective.

FULL AND LIMITED WARRANTIES OF A CONSUMER
PRODUCT

Sgec. 105. Nothing in this title shall prohibit
the selling of a consumer product which has
both full, full (with limitation of liability for
consequential damages) and limited warran-
tles if such warranties are clearly and con-
spicuously differentiated.

SERVICE CONTRACTS

Sec. 106. Nothing in this title shall be con-
strued to prevent a supplier from selling a
service contract to the purchaser in addition
to or in lieu of a warranty in writing if the
terms and conditions of such contract are
fully and conspicuously disclosed in simple
and readily understood language. The Com-
mission is authorized to determine, in accord-
ance with section 109 of this title, the man-
ner and form in which the terms and condi-
tions of service contracts shall be clearly and
conspicuously disclosed.

DESIGNATION OF REPRESENTATIVES

Sec. 107. Nothing in this title shall be con-
strued to prevent any warrantor from making
any reasonable and equitable arrangements
for representatives to perform duties under a
written warranty except that no such ar-
rangements shall relieve the warrantor of his
direct responsibilities to the purchaser nor
necessarily make the representative a cowar-
rantor,

LIMITATION ON DISCLAIMER OF IMPLIED
WARRANTIES

Sgc. 108. (a) There shall be no express dis-
claimer of implied warranties to a purchaser
if any written warranty or service contract in
writing is made by a supplier to a purchaser
with regard to a consumer product.

(b) For purposes of this title, implied war-
ranties may not be limited as to duration ex-
pressly or impliedly through a designated
warranty in writing or other express war-
ranty.

FEDERAL TRADE COMMISSION

Sec. 109. The Commission is authorized to
establish rules pursuant to section 553 of title
5, United States Code, upon a public record
after an opportunity for an agency hearing
structured so as to proceed as expeditiously
as practicable to—

(a) prescribe the manner and form in
which information with respect to any writ-
ten warranty shall be disclozed and the items
of information to be included in any written
warranty as provided in section 102 of this
title;

(b) prescribe the manner and form in
which terms and conditions of service con-
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tracts shall be disclosed as provided In sec-
tion 106 of this title;

(c) determine when a warranty in writing
does not have to be designated in accord-
ance with section 103 of this title;

(d) define in detail the disclosure require-
ments in paragraph (2) of subsection (a) of
section 103 of this title; and

(e) define in detail the duties set forth in
subsections (a), (b), and (c) of section 104
of this title and their applicability to war-
rantors of different categories of consumer
products with “full” warranties.

FRIVATE REMEDIES

Sec. 110. (a) Congress hereby declares it to
be its policy to encourage suppliers to es-
tablish procedures whereby consumer dis-
putes are fairly and expeditiously settled
through informal dispute settlement mech-
anisms. Such informal dispute settlement
procedures should be created by supplliers in
cooperation with independent and govern-
mental entities pursuant to guidelines estab-
lished by the Commission. If a supplier in-
corporates any such informal dispute settle-
ment procedure in any written warranty or
service contract, such procedure shall
initially be used by any consumer to re-
solve any complaint arising under such war-
ranty or service contract, The bona fide op-
eration of any such dispute settlement pro-
cedure shall be subject to review by the Com-
mission on its own initiative or upon a writ-
ten complaint filed by any injured party.

(b) Any purchaser damaged by the
failure of a supplier to comply with any ob-
ligations assumed under a written warranty
or service contract in writing subject to this
title may bring suit for breach of such
warranty or service contract in an appro-
priate district court of the United States sub-
ject to the jurisdictional requirements of
section 1331 of title 28, United States Code.
Any purchaser damaged by the failure of a
supplier to comply with any obligations as-
sumed under an express or implied warranty
or service contract subject to this title may
bring suit in any State or District of Colum-
bia court of competent jurisdiction. Prior to
commencing any legal proceeding for breach
of warranty or service contract under this
section, a purchaser must have afforded the
supplier a reasonable opportunity to cure the
alleged breach and must have used the in-
formal dispute settlement mechanisms, if
any, established under subsection (a) of this
section. Nothing in this subsection shall be
construed to change in any way the jurisdic-
tional or venue requirements of any State.

(¢) Any purchaser who shall finally pre-
vail in any suit or proceeding for breach
of an express or implied warranty or service
contract brought under section (b) of this
section shall be allowed by the court to re-
cover as part of the judgment a sum equal to
the aggregate amount of cost and expenses
(including attorneys’ fees based on actual
time expended) determined by the court to
have been reasonably incurred by such pur-
chaser for or in connection with the institu-
tion and prosecution of such suit or pro-
ceeding wunless the court in its discretion
shall determine that such an award of at-
torneys' fees would be inappropriate.

(d) (1) For the purposes of this section, an
“express warranty” is created as follows:

(A) Any affirmation of fact or promise
made by a supplier to the purchaser which
relates to a consumer product or service and
becomes part of the basis of the bargain
creates an express warranty that the con-
sumer product or service shall conform to the
affirmation or promise.

(B) Any description of a consumer prod-
uct which is made part of the bargain
creates an express warranty that the con-
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sumer product shall conform to the descrip-
tion.

(C) Any sample or model which is made

part of the basis of the bargain creates an
express warranty that the consumer product
shall conform to the sample or model.
It is not necessary to the creation of an
express warranty that the supplier use for-
mal words such as “warranty” or “guaranty"”
or that he have a specific intention to make
a warranty. An aflirmation merely of the
value of the consumer product or service or
a statement purporting to be merely the sup-
plier’s opinion or commendation of the con-
sumer product or service does not by itself
create a warranty.

(2) Only the supplier actually making an
affirmation of fact or promise, a description,
or providing a sample or model shall be
deemed to have created an express warranty
under this section and any rights arising
thereunder may only be enforced against
such supplier and no other supplier,

GOVERNMENT ENFORCEMENT

Bec. 111. (a) It shall be unlawful and a
violation of section 5(a) (1) of the Federal
Trade Commission Act (15 U.S.C. 45(a) (1))
for any person (including any partunership,
corporation, or association) subject to the
provisions of this title to fail to comply with
any requirement imposed on such person by
or pursuant to this title or to violate any
prohibition contained in this title.

(b) (1) The district courts of the United
States shall have jurisdiction to restrain vio-
lations of this title in an action by the Attor-
ney General or by the Commission by any of
its attorneys designated by it for such pur-
pose. Upon a proper showing, and after notice
to the defendant, a temporary restraining
order or preliminary injunction shall be
granted without bond: Provided, however,
That if a complaint Is not flled within such
period as may be specified by the court after
the issuance of the restraining order or pre-
liminary injunction, the order or injunction
may, upon motion, be dissolved. Whenever it
appears to the court that the interests of
justice require that other persons should be
parties in the action, the court may cause
them to be summoned whether or not they
reside in the district in which the court is
held, and to that end process may be served
in any district.

(2) (A) Whenever the Attorney General has
reason to believe that any person under In-
vestigation may be in possession, custody, or
control of any documentary material, rele-
vant to any violation of this title, he may,
prior to the institution of a proceeding under
this section cause to be served upon such
person, a civil investigative demand requir-
ing such person to produce the documentary
material for examination.

(B) Each such demand shall—

(i) state the nature of the conduct alleged
to constitute the viclation of this title which
is under investigation;

(1) describe the class or classes of docu-
mentary material to be produced thereunder
with such definiteness and certainty as to
permit such material to be fairly identified;

(1il) prescribe a return date which will
provide a reasonable period of time within
which the material so demanded may be as-
sembled and made available for inspection
and copying or reproduction; and

(iv) identify the custodian to whom such
material shall be furnished.

(C) No demand shall—

(i) contain any requirement which would
be held to be unreasonable If contained in a
subpena duces tecum issued by a court of

the United States In a proceeding brought
under this section; or

(i1) require the production of any docu-
mentary evidence which would be privileged
from disclosure if demanded by a subpena
duces tecum issued by a court of the United
States In any proceeding under this section.

(D) Any such demand may be served at
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any place within the territorial jurisdiction
of any court of the United States.

(E) Bervice of any such demand or of any
petition filed under subparagraph (G) of this
subsection may be made upon any person,
partnership, corporation, association, or
other legal entity by—

(1) delivering a duly executed copy thereof
to such person or to any partner, executive
officer, managing agent, or general agent
thereof, or to any agent thereof authorized
by appointment or by law to receive service
of process on behalf of such person, partner-
ship, corporation, association, or entity;

(ii) delivering a duly executed copy there-
of to the principal office or place of business
of the person, partnership, corporation, as-
sociation, or entity to be served; or

(iii) depositing such copy in the United
States mails, by registered or certified mail
duly addressed to such person, partnership,
corporation, assoclation, or entity at its
principal office or place of business,

(F) A verified return by the individual
serving any such demand or petition setting
forth the manner of such service shall be
proof of such service. In the case of service
by registered or certified mail, such return
shall be accompanied by the return post of-
fice receipt of delivery of such demand.

(G) The provisions of sections 4 and 5 of
the Antitrust Civil Process Act (15 U.S.C.
1313, 1314) shall apply to custodians of
material produced pursuant to any demand
and to judicial proceedings for the enforce-
ment of any such demand made pursuant to
this section: Provided, however, That docu-
ments and other information obtained pur-
suant to any civil investigative demand is-
sued hereunder and in the possession of
the Department of Justice may be made
available to duly suthorized representatives
of the Commission for the purpose of in-
vestigations and proceedings under this title
and under the Federal Trade Commission
Act subject to the limitations upon use and
disclosure contained in section 4 of the Anti-
trust Civil Process Act (15 U.S.C. 1313).

SAVING PROVISION

Sec. 112. Nothing contained in this title
shall be construed to repeal, invalidate, or
supersede the Federal Trade Commission Act
{15 U.S.C. 41 et seq.) or any statute defined
as an Antitrust Act.

SCOPE

Sec. 113. (a) The provisions of this title
and the powers granted hereunder to the
Commission and the Attorney General shall
extend to all sales of consumer products
and service contracts affecting interstate
commerce: Provided, however, That such
provisions and powers shall not be exercised
in such a manner as to interfere with war-
ranties applicable to consumer products, or
components thereof, created and governed
by other Federal law.

(b) Labeling, disclosure, or other require-
ments of a State with respect to written war-
ranties and performance thereunder, not
identical to those set forth in section 102,
103, or 104 of this title or with rules and
regulations of the Commission issued in ac-
cordance with the procedures set forth in
section 109 of this title, or with guidelines
of the Commission, shall not be applicable
to warranties complying therewith. However,
if, upon application of an appropriate State
agency, the Commission determines (pur-
suant to rules issued in accordance with the
Federal Trade Commission Act, as amended)
that any requirement of such State (other
than a labeling or disclosure requirement)
covering any transaction to which this title
applies—

(1) affords protection to consumers greater
than the requirements of this title; and

(2) does not unduly burden interstate com-
merce, then transactions complying with any
such State requirement shall be exempt from
the provisions of this title to the extent
specified in such determination for so long
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as such State continues to administer and
enforce effectively any such greater require-
ment.

(¢) Nothing in this title shall be construed
to supersede any provision of State law re-
garding damages for injury to the person or
any State law restricting the ability of a war-
rantor to limit his liability for consequential
damages

EFFECTIVE DATE

SEc. 114. (a) Except for the limitations in
subsection (b) of this section, this title shall
take effect six months after the date of its
enactment but shall not apply to consumer
products manufactured prior to such effec-
tive date.

(b) Those requirements in this title which
cannot be reasonably met without the pro-
mulgation of rules by the Commission shall
take effect six months after the final publi-
cation of such rules which shall be pub-
lished (subject to future amendment or
revocation) as soon as possible but no later
than one year after the date of enactment of
this Aect: Provided, That the Commission, for
good cause shown, may provide designated
classes of suppliers up to six months addi-
tional time to bring their written warranties
into compliance with rules promulgated un-
der this title.

(¢) The Commission shall promulgate ini-
tial rules for initial implementation of this
title, including guidelines for the establish-
ment of informal dispute settlement proce-
dures pursuant to section 110(a) of this
title, as soon as possible after enactment but
in no event later than one year after the date
of enactment of this Act.

TITLE II—FEDERAL TRADE COMMISSION
IMPROVEMENTS

Sec. 201. Section 5 of the Federal Trade
Commission Act (15 U.8.C. 45) is amended
by striking out the words “in commerce”
wherever they appear and inserting in lieu
thereof “affecting commerce”,

Sec. 202. Section 5(a) of the Federal Trade
Commission Act (15 U.S.C. 45(a) ) is amended
by inserting after paragraph (6) as amended
by section 212 of this title the following new
paragraph:

“(7) The Commission may initiate civil ac-
tions in the district courts of the United
States against persons, partnerships, or cor-
porations engaged in any act or practice
which is unfair or deceptive to a consumer
and 1s prohibited by subsection (a)(1) of
this section with actual knowledge or knowl-
edge fairly implied on the basis of objective
circumstances that such act is unfair or
deceptive and is prohibited by subsection
(a) (1) of this section, to obtain a civil pen-
alty of not more than $10,000 for each such
violation. The Commission may comprise,
mitigate, or settle any action for a civil pen-
alty if such settlement is accompanied by a
public statement of its reasons and is ap-
proved by the court.”

Sec. 203. Section 5(a) of the Federal Trade
Commission Act (15 US.C. 45(a)) is amend-
ed by inserting after paragraph (7) as added
by section 202 of this title the following new

ph:

“(8) After an order of the Commission to
cease and desist from engaging in acts or
practices which are unfair or deceptive to
consumers and proscribed by section 5(a) (1)
of this Act has become final as provided in
subsection (g) of this section, the Commis-
slon, by any of its attorneys designated by
it for such purpose, may institute civil ac-
tions in the district courts of the United
States to obtain such relief as the court shall
find necessary to redress injury to consumers
caused by the specific acts or practices which
were the subject of the proceeding pursuant
to subsection (b) of this section and the
resulting cease-and-desist order, including,
but not limited to, rescission or reformation
of contracts, the refund of money or return
of property, public notification of the viola-
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tlon, and the payment of damages, except
that nothing in this section is intended to
authorize the imposition of any exemplary
or punitive damages. The court shall cause
notice to be given reasonably calculated, un-
der all of the circumstances, to apprise all
consumers allegedly injured by the defend-
ant's acts of the pendency of such action. No
action may be brought by the Commission
under this subsection more than two years
after an order of the Commission upon which
such action is based has become final. Any
action initiated by the Commission under
this subsection may be consolidated as the
court deems appropriate with any other ac-
tion requesting the same or substantially the
same relief upon motion of a party to any
such action.”

SEC. 204, Sectlon 5(1) of the Federal Trade
Commission Act (15 U.S.C. 46(1) ) is amended
by striking subsection (1) and inserting in
1ieu thereof the following new paragraph:

“(1) Any person, partnership, or corpora-
tion who violates an order of the Commis-
sion after it has become final, and while
such order is in effect, shall forfeit and pay
to the United States a civil penalty of not
more than $10,000 for each violation, which
shall accrue to the United States and may be
recovered in a civil action brought by the
Attorney General of the United States or by
the Commission in its own name by any of
its attorneys designated by it for such pur-
pose. Each separate violation of such an
order shall be a separate offense, except that
in the case of a violation through continu-
ing failure or neglect to obey a final order
of the Commission, each day of continuance
of such fallure or neglect shall be deemed
a separate offense. In such actions, the
United States district courts are empowered
to grant mandatory Injunctions and such
other and further equitable relief as they
deem appropriate In the enforcement of
such final orders of the Commission.”

Sec. 205. Section 5 of the Federal Trade
Commission Act (156 U.8.C. 45) is amended

by adding at the end thereof the following
new subsection:

“{m) Whenever in any ecivil proceeding
involving this Act the Commission is au-
thorized or required to appear in a court of

the United States, or to be represented
therein by the Attorney General of the
United States, the Commission may elect to
appear in its own name by any of its attor-
neys designated by it for such purpose.”

Sec. 206. Section 6 of the Federal Trade
Commission Act (15 U.S.C. 46) is amended
by striking out the words “in commerce”
wherever they appear and inserting in lieu
thereof “in or whose business affects com-
merce”.

Sec. 207. Section 9 of the Federal Trade
Commisslon Aet (156 US.C. 49) is amended
by—

sv(a) deleting the word ‘“corporation” in
the first sentence of the first unnumbered
paragraph and inserting in lieu thereof the
word “party’;

(b) inserting after the word “Commission™
in the second sentence of the second un=
numbered paragraph the phrase “acting
through any of its attorneys designated by it
for such purpose'”, and

(c) deleting the fourth unnumbered
paragraph and inserting in lieu thereof the
folle wing:

“Upon the application of the Attorney
General of the United States or of the Com-
mission, acting through any of its attorneys
designated by it for such purpose, the dis-
trict courts of the United States shall have
jurisdiction to issue writs of mandamus
commanding any person or corporation to
comply with the provisions of this Act or
any order of the Commission lssued under
this Act.”

Sec. 208. Section 10 of the Federal Trade
Commission Act (15 U.S8.C. 50) Is amended
by deleting the third unnumbered paragraph
and inserting in lieu thereof the following:
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“If any corporation required by this Act to
file any annual or special report shall fall to
do so within the time fixed by the Commis-
slon for filing such report, then, if such fall-
ure shall continue for thirty days after no-
tice of such default, the corporation shall
forfeit to the United States the sum of $100
for each and every day of the continuance of
such fallure. Such forfeiture shall be payable
into the Treasury of the United States and
shall be recoverable in & civil sult brought
by the Atiorney General or by the Commis-
sion, acting through any of its attorneys
designated by it for such purpose, in the dis-
trict where the corporation has its principal
office or in any district in which it does busi-
ness.”

Sec. 200. Section 12 of the Federal Trade
Commission Aet (15 U.S.C. 52) is amended
by striking out the words “in commerce"
wherever they appear and inserting in Heu
thereof “in or having an effect upon com-
merce".

Bec. 210. Section 13 of the Federal Trade
Commission Act (15 U.S.C. 53) is amended
by redesignating “(b)" as “(¢)" and insert-
ing the following new subsection:

“{b) Whenever the Commission has rea-
son to believe—

“{1) that any person, partnership, or cor-
poration is engaged in, or is about to engage
in, any act or practice which is unfair or
deceptive to a consumer, and is prohibited
by section 5, and

“(2) that the enjoining thereof pending
the issnance of a complaint by the Commis~
sion under sectiom 5, and until such com-
plaint is dismissed by the Commission or set
aside by the court on review, or until the or-
der of the Commission made thereon has be-
come final within the meaning of section 5,
would be in the iInterest of the public—
the Commission by any of its attorneys de-
signated by it for such purpose may bring
suit in a district court of the United States
to enjoin any such act or practice. Upon a
proper showing that such action would be
in the public interest, and after notice to the
defendant, a temporary restraining order or
a preliminary injunction may be granted
without bond: Provided, however, That if a
complaint under section 5 is not filed within
such perlod as may be specified by the court
after issuance of the temporary restraining
order or preliminary injunetion, the order or
injunction may be dissolved by the court and
be of no further force and effect: Provided
further, That in proper cases the Commis-
sion may seek, and, after proper proof, the
court may issue a permanent injunction.
Any such suit shall be brought in the dis-
trict in which such person, partnership, or
corporation resides or transacts business.”

Sec. 211. Section 16 of the Federal Trade
Commission Act (15 U.S.C. 58) is amended to
read as follows:

“Sec. 16. Whenever the Federal Trade Com-
mission has reason to belleve that any per-
son, partnership, or corporafion Is liable to
a penalty under section 14 or under subsec-
tion (1) of section 5 of this Act, it shall—

“{a) certify the facts to the Attorney Gen-
eral, whose duty it shall be to cause appro-
priate proceedings to be brought for the en-
forcement of the provislons of such section
or subsectlon; or

“(b) itself cause such appropriate pro-
ceedings to be brought.”

TITLE III—FINANCIAL INSTITUTIONS

Sec. 301. (a) In order to prevent unfair or
deceptive acts or practices affecting com-
merce (including acts or practices which are
unfair or deceptive to a consumer) by finan-
cial institutions, each Federal regulatory
agency of financial Institutions shall estab-
lish a separate division of consumer affairs
which shall receive and take appropriate ac-
tion upon complaints with respect to such
acts or practices by financial institutions
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subject to its jurisdiction. The Board of
Governors of the Federal Reserve BSystem
shall prescribe regulations to carry out the
purposes of thls section, including regula-
tions defining with specificity such unfair or
deceptive acts or practices. In carrying out
its responsibilities under this section, the
Board shall issue substantially similar regu-
lations proscribing acts or practices of finan-
cial institutions which are substantially
similar to those proseribed by rules or regu-
lations of the Commission within sixty days
of the effective date of such Commission
rules or regulations unless the Board finds
that such acts or practices of financial in-
stitutions are not unfair or deceptive to con-
sumers or it finds that implementation of
similar regulations with respect to financial
institutions would seriously conflict with
essential monetary and payments systems
policies of the Board, and publishes any such
finding, and the reasons therefor, in the
Federal Register.

(b) Compliance with the requirements
imposed under this section shall be enforced
under—

(1) section 8 of the Federal Deposit In-
surance Act, in the case of—

(A) national banks and banks operating
under the code of law for the District of
Columbia, by the division of consumer affairs
established by the Comptroller of the Cur-
rency;

(B) member banks of the Federal Reserve
System (other than banks referred to in
clause (A)), by the division of consumer af-
fairs established by the Board of Governors of
the Federal Reserve System;

{C) banks insured by the Federal Deposit
Insurance Corporation (other than banks
referred to in clause (A) or (B)) and mutual
savings banks, as defined in the Federal De-
posit Insurance Act, by the division of con-
sumer affairs established by the Board of
Directors of the Federal Deposit Insurance
Corporation;

(2) section 65(d) of the Home Owners'
Loan Act of 1933, section 407 of the National
Housing Act, and sections 6(1) and 17 of the
Federal Home Loan Bank Act, by the division
of consumer affairs established by the Fed-
eral Home Loan Bank Board (acting directly
or through the Federal Savings and Loan
Insurance Corporation), in the case of any
institution subject to any of those provisions;
and

(3) the Federal Credit Union Act, by the
division of consumer affairs established by
the Administrator of the National Credit
Union Administration with respect to any
Federal credit union.

(¢c) For the purpose of the exercise by
any agency referred to in subsection (b) of
its powers under any Act referred to in that
subsection, a violation of any requirement
imposed under this section shall be deemed
to be a violation of a requirement imposed
under that Act. In addition to its powers
under any provision of law specifically re-
ferred to iIn subsection (b), each of the
agencies referred to in that subsection may
exercise, for the purpose of enforcing com-
pliance with any requirement imposed under
this section, any other authority conferred
on it by law.

(d) The authority of the Board of Gov-
ernors of the Federal Reserve System to issue
regulations under this section does not im-
pair the authority of any other agency desig-
nated in this section to make rules respect-
ing 1ts own procedures in enforcing com-
pliance with requirements imposed under
this section.

(e) Each agency exercising authority under
this section shall transmit to the Congress
not later than March 15 of each year a
detailed report on its activities under this
section during the preceding calendar year.

(f) As used in this section—

(1) the term “financial
means—

institution™
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(A) any bank the deposits of which are
insured by the Federal Deposit Insurance
Corporation and any mutual savings bank,
g5 defined in the Federal Deposit Insurance
Act;

(B) any savings and loan association the
accounts of which are Insured by the Fed-
eral Savings and Loan Insurance Corpora-
tion;

(C) any thrift or home financing institu-
tion which is a member of a Federal home
loan bank; and

(D) pny credit union the accounts of which
are insured by the Administrator of the Na-
tional Credit Union Administration; and

(2) the term “Federal regulatory agency
of financial institutions” means—

(A) the Comptroller of the Currency, it
the institution is a national bank or a bank
operating under the Code of Law of the
District of Columbia;

{B) the Board of Governors of the Federal
Reserve System, if the institution is a mem-
ber of the Federal Reserve System (other
than a bank referred to in clause (A));

(C) the Board of Directors of the Federal
Deposit Insurance Corporation, if the in-
stitution is a bank the deposits of which
are insured by such corporation (other than
& bank referred to in clause (A) or (B)) or
a mutual savings bank, as defined in the
Federal Deposit Insurance Act;

(D) the Federal Home Loan Bank Board,
if the institution is a member of a Pederal
home loan bank or the accounts of which
are insured by the Federal Savings and Loan
Insurance Corporation; and

(E) the Administrator of the National
Credit Union Administration, if the insti-
tution is a credit union the accounts of
which are insured by the Administrator.

TITLE IV—USED CAR WARRANTIES
DEFINITIONS

Sec. 401. As used In this title—

(1) "Dealer” means any supplier selling
used motor vehicles to a consumer.

(2) “Mechanical defect” includes any dam-
age, malfunction, or failure, in whole or in
part, which affects the safety or normal use
of the used motor vehicle.

(3) “Motor wvehicle’” means any vehicle
propelled by mechanical power, manufac-
tured primarily for use on the public streets,
roads, and highways, except any vehicle
operated exclusively on a rail or rails.

(4) “State” means any State, the District
of Columbia, the Commonwealth of Puerto
Rico, Guam, the Virgin Islands, the Canal
Zone, American Samoa, or any other territory
or possession of the United States.

(5) "Used motor vehicle” means any motor
vehicle which is offered for sale to a con-
sumer after—

{A) such wehicle had previously been sold
to a consumer; or

(B) such vehicle had been used by a
dealer or any other person for the personal
transportation of persons, or as a rental,
driver-education, or demonstration motor
vehicle and driven more than two hundred
and fifty miles or so used for more than
fifteen days.

WARRANTY REQUIREMENT

SEec. 402. (a) No dealer shall sell or offer for
sale a used motor vehicle to a consumer with-
out a written warranty which conforms to
the requirements of this title and this Act,
except as provided in subsection (b) of this
section.

(b) A dealer may sell or offer for sale a
used motor vehicle to a consumer without a
written warranty if the contract for sale of
such used motor vehicle contains the follow-
ing notice in conspicuous type: “ALL RE-
PAIRS ARE THE RESPONSIBILITY OF THE
BUYER." If such contract is not written in
the English language, then such notice shall
be expressed In the same language as the
contract. In addition, the dealer shall orally
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disclose to the purchaser that all repairs
are the responsibility of the buyer.

(e) A written warranty shall meet the re-
quirements of section 103 of this Act.

DISCLOSURE OF INFORMATION

SEc. 403. (a) No dealer shall sell a used
motor vehicle unless he furnishes to the
purchaser a written statement which con-
tains the information required by subsec-
tion (b) of this section. The statement shall
be furnished prior to the signing of any con-
tract of sale by such purchaser.

(b) The statement required by subsection
(a) of this section shall contain—

(1) a complete description of such used
motor vehicle, including, but not necessarily
limited to—

(A) the make, model, year of manufacture,
and any identification or serial numbers of
such vehicle;

(B) a statement of any mechanical defects
known to such dealer on the basis of his
examination and evaluation of the vehicle
prior to his acquisition of such vehicle or
which otherwise becomes known to him while
in his possession, and any repairs made by or
under the direction of such dealer following
his acquisition of such used motor vehicle;

(C) a statement of the written warranty
coverage of the used motor vehicle, except
that if the used motor vehicle is sold with-
out a written warranty, the dealer shall
enter the words “As Is—all repairs are the
responsibility of the buyer” in the space
provided for warranty coverage;

(D) the date on which such vehicle will
be delivered to such purchaser and the
maximum number of miles which will ap-
pear on the odometer on such date;

(2) if the vehicle is sold with a written
warranty, the name, address, and telephone
number of each facility within a radius of
fifty miles of the place of business of such
dealer where such vehicle may be brought to
have repairs, replacement of parts, and other
service under the warranty performed;

(3) if the vehicle is sold with a written
warranty, the mileage and the date on which
the warranty will terminate.

(c) If the vehicle is sold with a written
warranty, the dealer shall warrant that such
vehicle can pass any applicable State In-
spection requirements In the State where
such vehicle is sold.

(d) At the request of a bona fide prospec-
tive purchaser of a used motor vehicle, the
dealer shall furnish such purchaser the name
and address of the previous registered owner
of such vehicle (for purposes other than re-
sale), whether such vehicle was used prin-
cipally as a passenger vehicle or was com-
mercially or publicly owned, and the type
of sale, transfer, or other means through
which the dealer acquired such vehicle, to
the extent such information is reasonably
available to such dealer. The name and ad-
dress of such previous registered owner shall
not be released to the subsequent purchaser
without the express written consent of such
owner. The dealer who purchases such ve-
hicle from the previous registered owner
shall solicit such consent at the time of sale
in a manner that will clearly disclose to the
previous registered owner his rights under
this subsection.

APPLICABILITY OF TITLE I

Sec. 404. The provisions of title I of this
Act are applicable to the extent not incon-
sistent with a provision of this title,

Mr. MOSS. Mr. President, I move to
reconsider the vote by which the bill was
passed.

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

The motion was agreed to.

Mr. MOSS. Mr. President, I suggest
the absence of a quorum.
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The PRESIDING OFFICER, The clerk
will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

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

The PRESIDING OFFICER. Without
objection, it is so ordered.

TRANSACTION OF ROUTINE
MORNING BUSINESS

Mr. ROBERT C. BYRD. Mr. President,
for the information of the Senate, there
will be no more rolleall votes today.

I ask unanimous consent that there
now be a period for the transaction of
routine morning business, for not to ex-
ceed 30 minutes, with statements therein
limited to 3 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

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

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

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

The PRESIDING OFFICER. Without
objection, it is so ordered.

ORDER FOR A BILL TO BE PRINTED
IN THE RECORD AND TO LIE AT
THE DESK WITHOUT REFERRAL
TO COMMITTEE

Mr. CRANSTON. Mr. President, I ask
unanimous consent that a bill I have just
sent to the desk be printed in the REcorp
and that it lie temporarily at the desk,
without referral to committee.

The PRESIDING OFFICER. Is there
objection? The Chair hears none, and it
is so ordered.

Mr. GRIFFIN subsequently said: Mr.
President, I ask unanimous consent that
a unanimous-consent order requested by
Senator CransTON with regard to a bill
introduced be vacated.

The PRESIDING OFFICER. Without
objection, it is so ordered.

REMOVAL OF INJUNCTION OF SE-

CRECY ON EXECUTIVE Q, R, AND
5—93D CONGRESS, 1ST SESSION

Mr. ROBERT C. BYRD. Mr. President,
as in executive session, I ask unanimous
consent that the injunction of secrecy be
removed from the Protocol, dated at Vi-
enna, July 7, 1971, relating to an amend-
ment to article 56 of the Convention on
International Civil Aviation (Ex. Q, 93d
Cong., 1st sess.); the Statutes of the
World Tourism Organization done at
Mezxico City on September 27, 1970 (Ex.
R, 93d Cong., 1st sess.); and the
Treaty on Extradition between the
United States of America and the Re-
public of Paraguay, signed at Asuncion
on May 24, 1973 (Ex. S, 93d Cong., 1st
sess.). These treaties were transmitted
to the Senate today by the President of
the United States, and I ask that they be
referred, with accompanying papers, to
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the Committee on Foreign Relations and
ordered to be printed, and that the Pres-
ident’s messages be printed in the REec-
ORD,

The PRESIDING OFFICER. Without
objection, it is so ordered.

The messages are as follows:

To the Senate of the United Stales:

With a view to receiving the advice and
consent of the Senate to ratification, I
transmit herewith the Treaty on Extra-
dition between the United States of
America and the Republic of Paraguay,
signed at Asuncion on May 24, 1973. I
also transmit, for the information of the
Senate, the report of the Department of
State with respect to the Treaty.

The Treaty significantly updates the
extradition relations between the United
States and Paraguay and adds to the list
of extraditable offenses narcotics of-
fenses, including those involving psycho-
tropic drugs, and aircraft hijacking.

This Treaty will make a significant
contribution to the international effort
to control narcotics traffic. I recommend
that the Senate give early and favorable
consideration to the Treaty and give its
advice and consent to ratification.

RicHARD NIXON.

THE WHITE HOUSE, September 12, 1973.

To the Senate of the United States:
With a view to receiving the advice and
consent of the Senate fo ratification, I
transmit herewith the Protocol, dated at
Vienna July 7, 1971, relating to an
amendment to Article 56 of the Conven-
tion on International Civil Aviation.
Article 56 of the Convention relates to

the composition of the Air Navigation
Commission and provides that it shall
be composed of twelve members. The

present Protocol would increase the
membership of the Commission to fifteen
members. I transmit, for the informa-
tion of the Senate, the report received
from the Department of State with re-
spect to the Protocol.

I recommend that the Senate give early
and favorable consideration to the Pro-
tocol submitted herewith and give its
advice and consent to ratification.

RicHARD NIXON.

THE WHITE HoUsg, September 12, 1973.

To the Senate of the United States:

I transmit herewith, for the advice and
consent of the Senate to ratification, the
Statutes of the World Tourism Organi-
zation done at Mexico City on September
27, 1970. The report of the Department
of State is enclosed for the information
of the Senate.

The Statutes establish the World Tour-
ism Organization as an international or-
ganization of intergovernmental charac-
ter replacing the International Union of
Official Travel Organizations, a non-gov-
ernmental organization.

The World Tourism Organization will
continue the activities of the Interna-
tional Union of Official Travel Organi-
zations in promoting and facilitating
international tourism. Additionally, be-
cause of the World Tourism Organiza-
tion’s intergovernmental character and
close association with the United Na-
tions system, it is anticipated that it
will become an even more effective or-
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ganization. I recommend that the Sen-
ate give early and favorable considera-
tion to the Statutes and give its advice
and consent to ratification.
RicHARD NIXON,
THE WHITE HOUSE, September 12, 1973.

AMENDMENT OF THE PUBLIC
HEALTH SERVICE ACT TO PRO-
VIDE FOR THE DEVELOPMENT OF
COMPREHENSIVE AREA EMER-
GENCY MEDICAL SERVICES SYS-
TEMS

Mr. CRANSTON. Mr. President, I ask
unanimous consent that a bill I have
sent to the desk be printed in the Rec-
orp. I am not introducing the bill at this
time, but I serve notice that I shall in-
troduce it subsequently.

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

List oF COSPONSORS

Mr. Cranston (for himself, Mr. Kennedy,
Mr. Schweiker, Mr. Willlams, Mr, Javits, Mr,
Beall, Mr. Dominick, Mr. Eagleton, Mr. Hath-
away, Mr. Hughes, Mr. Mondale, Mr. Nelson,
Mr. Pell, Mr. Randolph, Mr. Magnuson, Mr.
Stevenson, and Mr. Taft.

5. —

A Dbill to amend the Public Health Bervice
Act to provide assistance and encourage-
ment for the development of comprehen-
sive area emergency medical services sys-
tems
Be it enacted by the Senate and House

of Representatives of the United States of

America in Congress assembled,

SHORT TITLE

Sectron 1. This Act may be cited as the
“Emergency Medical Services Systems Act of
1973,

EMERGENCY MEDICAL SERVICES SYSTEMS

Bec. 2. (a) The Public Health Service Act
is amended by adding at the end thereof the
following new title:

“TrTLE XII—EMERGENCY MEDICAL SERVICES

SYSTEMS

“DEFINITIONS

“Sgc, 1201, For purposes of this title:

“(1) The term ‘emergency medical services
system’' means a system which provides for
the arrangement of personnel, facilities, and
equipment for the effective and coordinated
delivery in an appropriate geographical area
of health care services under emergency con-
ditions (occurring either as a result of the
patient’s condition or of natural disasters or
similar situations) and which is administered
by a public or nonprofit private entity which
has the authority and the resources to pro-
vide effective administration of the system.

“(2) The term ‘State’ includes the District
of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, American
Samoa, and the Trust Territory of the Pa-
cific Islands.

“(3) The term ‘modernization’ means the
alteration, major repair (to the extent per-
mitted by regulations), remodeling, and
renovation of existing buildings (including
initial equipment thereof), and replacement
of obsolete, built-in (as determined in ac-
cordance with regulations) equipment of
existing buildings.

“(4) The term ‘section 314(a) State health
planning agency’ means the agency of a
State which administers or supervises the
administration of a State’s health planning
functions under a State plan approved under
section 314(a).

“*({5) The term -‘section 314(b) areawide
health planning agency’ means a public or
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nonprofit private agency or organization
which has developed a comprehensive re-
glonal, metropolitan, or other local area plan
or plans referred to in section 314(b), and
the term ‘section 314(b) plan’ means a com=-
prehensive reglonal, metropolitan, or other
local area plan or plans referred to In sec-
tion 314(b).
“GRANTS AND CONTRACTS FOR FEASIBILITY
STUDIES AND PLANNING

“Sec. 1202. (a) The Becretary may make
grants to and enter into contracts with eli-
gible entities (as defined in section 1206(a))
for projects which include both studying the
feasibility of establishing (through expan-
sion or improvement of existing services or
otherwise) and operating an emergency med-
ical services system, and (2) planning the
establishment and operation of such a sys-
tem.

“{b) If the Secretary makes a grant or en-
ters into a contract under this section for
a study and planning project respecting an
emergency medical services system for a par-
ticular geographical area, the Secretary may
not make any other grant or enter into any
other contract under this section for such
project, and he may not make a grant or
enter into a contract under this section for
any other study and planning project respect-
ing an emergency medical services system for
the same area or for an area which includes
(in whole or substantial part) such area.

"*(c) Reports of the results of any study
and planning project assisted under this sec-
tion shall be submitted to the Secretary and
the Interagency Committee on Emergency
Medlcal Services at such intervals as the
Secretary may prescribe, and a final report
of such results shall be submitted to the
Secretary and such Committee not later than
one year from the date the grant was made
or the contract entered into, as the case
may be.

“(d) An application for a grant or contract
under this section shall—

*{1) demonstrate to the satisfaction of
the Secretary the need of the area for which
the study and planning will be done for an
emergency medical services system;

“(2) contain assurances satisfactory to
the Secretary that the applicant is qualified
to plan an emergency medical services sys-
tem for such area; and

“(3) contain assurances satisfactory to
the Secretary that the planning -vill be con-
ducted in cooperation (A) with each section
314(b) areawide health planning agency
whose section 314(b) plan covers (in whole
or in part) such area, and (B) with any
emergency medical services council or other
entity responsible for review and evaluation
of the provision of emergency medical serv-
ices in such area.

“{e) The amount of any grant under this
section shall be determined by the Secretary.
“GRANTS AND CONTRACTS FOR ESTABLISHMENT

AND INITIAL OPERATION

“Sec. 1203. (a) The Becretary may make
grants. to and enter into contracts with
eligible entities (as defined in section 1206
(a)) for the establishment and initial op=-
eration of emergency medical services sys-
tems,

“(b) Special consideration shall be given
to applications for grants and contracts for
systems which will coordinate with statewide
emergency medical services systems.

“{e) (1) Grant and contracts under this
section may be used for the modernization
of facilities for emergency medical services
systems and other costs of establishment and
initial operation.

“(2) Each grant or contract under this
section shall be made for costs of establish-
ment and operation in the year for which
the grant or contract is made, If a grant or
contract is made under this section for a
system, the Secretary may make one addl-
tional grant or contract for that system if he




29496

determines, after a review of the first nine
months' activities of the applicant carried
out under the first grant or contract, that
the applicant is satisfactorily progressing in
the establishment and operation of the sys-
tem in accordance with the plan contained
in his application (pursuant to section 1206
(b) (4)) for the first grant or contract.

“(3) No grant or contract may be made un-
der this section for the fiscal year ending
June 30, 1976, to an entity which did not re-
ceive a grant or contract under this section
for the preceding fiscal year.

“(4) Subject to section 1206 (f)—

“(A) the amount of the first grant or con-
tract under this section for an emergency
medical services system may not exceed (i)
50 per centum of the establishment and op-
eration costs (as determined pursuant to reg-
ulations of the Secretary) of the system for
the year for which the grant or contract is
made, or (ii) in the case of applications
which demonstrate an exceptional need for
financial assistance, 76 per centum of such
costs for such year; and

“(B) the amount of the second grant or
contract under this section for a system may
not exceed (i) 25 per centum of the estab-
lishment and operation costs (as determined
pursuant to regulations of the Secretary) of
the system for the year for which the grant
or contract is made, or (ii) in the case of ap-
plications which demonstrate an exceptional
need for financial assistance, 50 per centum
of such costs for such year.

“(6) In considering applications which
demonstrate exceptional need for financial
assistance, the Secretary shall give special
consideration to applications submitted for
emergency medical services systems for rural
areas (as defined in regulations of the Secre~
tary).

“GRANTS AND CONTRACTS FOR EXPANSION AND
IMPROVEMENT

“Sec. 1204. (a) The Secretary may make
grants to and enter into contracts with eli-
gible entities (as defined in section 1206(a))
for projects for the expansion and Improve=
ment of emergency medical services systems,
including the acquisition of equipment and
facilities, the modernization of facilities, and
other projects to expand and improve such
systems.

“(b) BSubject to section 1206(f), the
amount of any grant or contract under this
section for a project shall not exceed 50 per
centum of the cost of that project (as de-
termined pursuant to regulations of the Sec-
retary).

“GRANTS AND CONTRACTS FOR RESEARCH

“Sec. 1205. (a) The Secretary may make
grants to public or private nonprofit entities,
and enter into contracts with private en-
tities and individuals, for the support of re-
search in emergency medical techniques,
methods, devices, and delivery.

“{b) No grant may be made or contract
entered into under this section for amounts
in excess of $35,000 unless the application
therefor has been recommended for approval
by an appropriate peer review panel desig-
nated or established by the Secretary. Any
application for a grant or contract under this
section shall be submitted in such form and
manner, and contain such information, as
the Secretary shall prescribe in regulations,

“(c) The recipient of a grant or contract
under this section shall make such reports
to the Secretary as the Secretary may re-
quire.

“GENERAL PROVISIONS RESPECTING GRANTS AND
CONTRACTS

“Sec. 1206. (a) For purposes of sections
1202, 1203, and 1204, the term ‘eligible entity’
means—

“{1) a State,

“(2) a unit of general local government,

*(3) a public entity administering a com-
pact or other regional arrangement or con-
sortium, or
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“(4) any other public entity and any non-
profit private entity.

“(b) (1) No grant or contract may be made
under this title unless an application there-
for has been submitted to, and approved
by, the Secretary.

“(2) In considering applications submitted
under this title, the Secretary shall give pri-
ority to applications submitted by the en-
tities described in clauses (1), (2), and (3)
of subsection (a).

“(3) No application for a grant or con-
tract under section 1202 may be approved
unless—

“(A) the application meets the applica-
tion requirements of such section;

“(B) in the case of an applicdtion sub-
mitted by a public entity administering a
compact or other regional arrangement or
consortium, the compact or other regional
arrangement or consortium includes each
unit of general local government of each
standard metropolitan statistical area (as
determined by the Office of Management and
Budget) located (in whole or in part) in the
service area of the emergency medical serv-
ices system for which the application is
submitted;

“(C) in the case of an application sub-
mitted by an entity described in clause (4)
of subsection (a), such entity has provided
a copy of its application to each entity de-
scribed in clauses (1), (2), and (3) of such
subsection which is located (in whole or in
part) in the service area of the emergency
medical services system for which the ap-
plication is submitted and has provided each
such entity a reasonable opportunity to sub-
mit to the Secretary comments on the ap-
plication;

“(D) the—

“(1) section 314(a) State health planning
agency of each State in which the service
area of the emergency medical services sys-
tem for which the application is submitted
will be located, and

“{i1) section 314(b) areawide health plan-
ning agency (if any) whose section 314(b)
plan covers (in whole or in part) the service
area of such system,
have had not less than thirty days (measured
from the date a copy of the application was
submitted to the agency by the applicant)
in which to comment on the application;

*“(E) the applicant agrees to maintain
such records and make such reports to the
Secretary as the Secretary determines are
necessary to carry out the provisions of this
title; and

“(F) the application is submitted in such
form and such manner and contalins such in-
formation (including specification of appli-
cable provisions of law or regulations which
restricts the full utillzation of the training
and skills of health professions and allied
and other health personnel in the provision
of health care services in such a system) as
the Secretary shall prescribe in regulations.

“(4) (A) An application for a grant or con-
tract under section 1203 or 1204 may not be
approved by the Secretary unless (i) the ap-
plication meets the requirements of subpara-
graphs (B) through (F) of paragraph (3),
and (ii) except as provided in subparagraph
(B) (i), the applicant (I) demonstrates to
the satisfaction of the Secretary that the
emergency medical services system for which
the application is submitted will, within the
period specified in subparagraph (B) (1), meet
each of the emergency medical services sys-
tem requirements specified in subparagraph
(C), and (II) provides in the application a
plan satisfactory to the Secretary for the
system to meet each such requirement within
such period.

“(B) (1) The period within which an emer-
gency medical services system must meet
each of the requirements specified in sub-
paragraph (A) is the period of the grant or
contract for which application is made; ex-
cept that if the applicant demonstrates to
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the satisfaction of the Secretary the inability
of the applicant’s emergency medical serv-
ices system to meet one or more of such re-
quirements within such pericd, the period
(or periods) within which the system must
meet such requirement (or requirements) is
such period (or periods) as the Secretary
may reguire,

“(i1) If an applicant submits an applica-
tion for a grant or contract under section
1203 or 1204 and demonstrates to the satis-
faction of the Secretary the inability of the
system for which the application is submitted
to meet one or more of the requirements
specified In subparagraph (C) within any
specific period of time, the demonstration
and plan prerequisites prescribed by clause
(i) of subparagraph (A) shall not apply
with respect to such requirement (or require-
ments) and the applicant shall provide in
his application a plan, satisfactory to the
Secretary, for achieving appropriate alterna-
tives to such requirement (or requirements).

“({C) An emergency medical services sys-
tem shall—

“(1) Include an adequate number of health
professions, allied health professions, and
other health personnel with appropriate
training and experience;

(i1) provide for its personnel appropriate
training (including clinical training) and
continuing education programs which (I)
are coordinated with other programs in the
system’s service area which provide similar
training and education, and (II) emphasize
recruitment and necessary training of vet-
erans of the Armed Forces with military
training and experience in health care fields
and of appropriate public safety personnel in
such area;

(iil) join the personnel, facilities, and
equipment of the system by a central com-
munications system so that requests for
emergency health care services will be han-
dled by a communications facility which (I)
utilizes emergency medical telephonic screen-
ing. (II) utilizes, or, within such period as the
Secretary prescribes will utilize, the univer-
sal emergency telephone number 911, and
(III) will have direct communication con-
nections and interconnections with the per-
sonnel, facilities, and equipment of the sys-
tem and with other appropriate emergency
medical services systems;

“(iv) include an adequate number of nec-
essary ground, air, and water vehicles and
other transportation facilities to meet the
individual characteristics of the system's
area—

“{I) which vehicles and facilities meet
appropriate standards relating to location,
design, performance, and equipment, and

“(II) the operators and other personnel
for which wvehicles and facilities meet ap-
propriate training and experience require-
ments;

*“(v) include an adequate number of easily
accessible emergency medical services facili-
ties which are collectively capable of provid-
ing services on a continuous basis, which
have appropriate nonduplicative and categor-
ized capabilities, which meet appropriate
standards relating to capacity, location, per-
sonnel, and equipment, and which are co-
ordinated with other health care facilities
of the system;

**(vi) provide access (including appro-
priate transportation) to specialized critical
medical care units in the system’s service
area, or, if there are no such units or an in-
adequate number of them in such area, pro-
vides access to such units in neighboring
areas if access to such units is feasible in
terms of time and distance;

“(vil) provide for the effective utilization
of the appropriate personnel facilities, and
equipment of each public safely agency pro-
viding emergency services in the system’s
service area;

*“{viili) be organized in such a manner that
provides persons who reside in the system’s
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service area and who have no professional
training or financial interest in the provision
of health care with an adequate opportunity
to participate in the making of policy for the
system;

“(ix) provide, without prior inguiry as to
ability to pay, necessary emergency medical
services to all patients requiring such serv-
ices;

“(x) provide for transfer of patients to fa-
cilities and programs which offer such fol-
lowup care and rehabilitation as is necessary
to effect the maximum recovery of the pa-
tient;

“(x1) provide for a standardized patient
recordkeeping system meeting appropriate
standards established by the Secretary, which
records shall cover the treatment of the pa-
tient from initial entry into the system
through his discharge from it, and shall be
consistent with ensuing patient records used
in followup care and rehabilitation of the
patient;

“(xii) provide programs of public educa-
tion and information in personnel facilities,
and equipment of each public safety agency
the system’s service area (taking into account
the needs of visitors to, as well as residents
of, that area to know or be able to learn im-
mediately the means of obtaining emergency
medical services) which programs stress the
general dissemination of information regard-
ing appropriafe methods of medical self-help
and first-aid and regarding the availability
of first-ald training programs in the area;

“(xiil) provide for (I) periodic, compre-
hensive, and independent review and evalua-
tion of the extent and guality of the emer-
gency health care services provided in the
system’s service area, and (II) submission
to the Secretary of the reports of each such
review and evaluation;

“(xlv) have a plan to assure that the sys-
tem will be capable of providing emergency
medical services in the system’s service area
during mass casualties, natural disasters, or
national emergencies; and

“(xv) provide for the establishment of ap-
propriate arrangements with emergency
medical services systems or similar entities
serving neighboring areas for the provision
of emergency medical services on a reciprocal
basis where access to such services would be
more appropriate and effective in terms of
the services avallable, time, and distance.
The Secretary shall by regulations prescribe
standards and criteria for the requirements
prescribed by this subparagraph. In prescrib-
ing such standards and criteria, the Secretary
shall consider relevant standards and criteria
prescribed by other public agencies and by
private organizations.

‘“(¢) Payments under grants and contracts
under this title may be made in advance or
by way of reimbursement and in such install-
ments and on such conditions as the Secre-
tary determines will most effectively carry
out this title.

“{d) Contracts may be entered into under
this title without regard to sections 3648 and
3709 of the Revised Statute (31 U.S.C. 529;
41 USB.C. 5).

“({e) No funds appropriated under any pro-
vision of this Act other than section 1207
or title VII may be used to make a new
grant or contract in any fiscal year for a
purpose for which a grant or contract is
authorized by this title unless (1) all the
funds authorized to be appropriated by sec~
tion 1207 for such fiscal year have been ap-
propriated and made available for obligation
in such fiscal year, and (2) such new grant
or contract is made in accordance with the
requirements of this title that would be ap-
plicable to such grant or contract if it was
made under this title. For purposes of this
subsection, the term ‘new grant or contract’
means a grant or contract for a program or
project for which an application was first
submitted after the date of the enactment of
the Act which makes the first appropriations
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under the authorizations contained in sec-
tion 1207.

“(f) (1) In determining the amount of any
grant or contract under section 1203 or 1204,
the Secretary shall take into consideration
the amount of funds available to the appli-
cant from Federal grant or contract pro-
grams under laws other than this Act for any
activity which the applicant proposes to
undertake in connection with the establish-
ment and operation or expansion and im-
provement of an emergency medical services
system and for which the Secretary may au-
thorize the use of funds to carry out a grant
or contract under section 1203 and 1204.

“(2) The Secretary may not authorize the
reciplent of a grant or contract under sec-
tion 1203 or 1204 to use funds under such
grant or contract for any training program
in connection with an emergency medical
services system unless the applicant filed
an application (as appropriate) under title
VII or VIII for a grant or contract for such
program and such application was not ap-
proved or was approved but for which no or
inadequate funds were made available under
such title.

“AUTHORIZATION OF APPROPRIATIONS

“Sec. 1207. (a) (1) For the purpose of mak-
ing payments pursuant to grants and con-
tracts under sections 1202, 1203, and 1204,
there are authorized to be appropriated $30,-
000,000 for the fiscal year ending June 30,
1974, and $60,000,000 for the fiscal year end-
ing June 30, 1975; and for the purpose of
making payments pursuant to grants and
contracts under sections 1203 and 1204 for
the fiscal year ending June 30, 1876, there
are authorized to be appropriated $70,000,000.

“(2) Of the sums appropriated under
paragraph (1) for any fiscal year, not less
than 15 per centum shall be made avallable
for grants and contracts under this title for
such fiscal year for emergency medical serv-
ices systems which serve or will serve rural
areas (as defined in regulations of the Secre-
tary under section 1203(c) (5) ).

“(3) Of the sums appropriated under
paragraph (1) for the fiscal year ending June
30, 1974, or the succeeding fiscal year—

“(A) 15 per centum of such sums for each
such fiscal year shall be made available only
for grants and contracts under section 1202
(relating to feasibility studies and planning)
for such fiscal year.

“(B) 60 per centum of such sums for each
such fiscal year shall be made available only
for grants and contracts under section 1203
(relating to establishment and initial op-
eration) for such fiscal year, and

“(C) 25 per centum of such sums for each
such fiseal year shall be made avallable only
for grants and contracts under section 1204
(relating to expansion and improvement) for
such fiscal year.

“(4) Of the sums appropriated under para-
graph (1) for the fiscal year ending June
80, 1976—

“{A) 75 per centum of such sums shall be
made available only for grants and contracts
under section 1203 for such fiscal year, and

“{B) 25 per centum of such sums shall be
made available only for grants and contracts
under such section 1204 for such fiscal year.

“{b) For the purpose of making payments
pursuant to grants and contracts under sec-
tion 1205 (relating to research), there are
authorized to be appropriated $5,000,000 for
the fiscal year ending June 30, 1974, and for
each of the next two fiscal years.

“ADMINISTRATION

“Sec. 1208. The Secretary shall administer
the program of grants and contracts author-
ized by this title through an identifiable ad-
ministrative unit within the Department of
Health, Education, and Welfare. Such unit
shall also be responsible for collecting, ana-
lyzing cataloging, and disseminating all data
useful in the development and operation of
emergency medical services systems, includ-
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ing data derived from reviews and evalua-
tions of emergency medical services systems
assisted under section 1203 or 1204.
“INTERAGENCY COMMITTEE ON EMERGENCY
MEDICAL SERVICES

“Sec. 1200. (a) The Secretary shall estab-
lish an Interagency Committee on Emer-
gency Medical Services. The Committee shall
evaluate the adequacy and technical sound-
ness of all Federal programs and activities
which relate to emergency medical services
angd provide for the communication and ex-
change of information necessary to main-
tain the coordination and effectiveness of
such programs and activities, and shall make
recommendations to the Secretary respect-
ing the administration of the program of
grants and contracts under this title (in-
cluding the making of regulations for such
program).

“{b) The Secretary or his designee shall
serve as Chairman of the Committee, the
membership of which shall include (1) ap-
propriate scientific, medical, or technical
representation from the Department of
Transportation, the Department of Justice,
the Department of Defense, the Veterans'
Administration, the Natlonal Science Foun-
dation, the Federal Communications Com-
misslon, the National Academy of Sciences,
and such other Federal agencies and offices
(including appropriate agencies and offices
of the Department of Health, Education, and
Welfare), as the Secretary determines ad-
minister programs directly affecting the
functions or responsibilities of emergency
medical services systems, and (2) five indi-
viduals from the general public appointed by
the President from individuals who by vir-
tue of their training or experience are par-
ticularly qualified to participate in the per-
formance of the Committee's functions. The
Committee shall meet at the call of the
Chairman, but not less often than four times
8 year.

“(e) Each appointed member of the Com-
mittee shall be appointed for a term of four
years, except that

“(1) any member appointed to fill a va-
cancy occurring prior to the expiration of the
term for which his predecessor was appointed
shall be appointed for the remainder of such
term; and

“(2) of the members first appointed, two
shall be appointed for a term of four years,
two shall be appointed for a term of three
years, and one shall be appointed for a term
of one year, as designated by the President
at the time of appointment.

Appointed members may serve after the ex-
piration of their terms until their successors
have taken office.

“{d) Appointed members of the Commit-
tee shall receive for each day they are en-
gaged in the performance of the functions of
the Committee compensation at rates not to
exceed the daily equivalent of the annual
rate in effect for grade GS-18 of the General
Schedule, including traveltime; and all mem-
bers, while so serving away from their homes
or regular places of business, may be allowed
travel expenses, including per diem in lieu of
subsistence, in the same manner as such ex-
penses are authorized by section 5703 of ti-
tle 5, United States Code, for persons in the
Government service employed intermittently.

“(e) The Secretary shall make available
to the Committee such stafl, information
(including copies of reports of reviews and
evaluations of emergency medical services
systems assisted under section 1203 or 1204),
and other assistance as it may require to
carry out its activities effectively.

“ANNUAL REPORT

“Sec. 1210. The Secretary shall prepare and
submit annually to the Congress a report on
the administration of this title. Each report
shall include an evaluation of the adequacy
of the provision of emergency medical serv-
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ices in the United States during the period
covered by the report, an evaluation of the
extent to which the needs for such services
are being adequately met through assistance
provided under this title, and his recom-
mendations for such legislation as he deter-
mines is required to provide emergency med-
ical services at a level adequate to meet such
needs. The first report under this section
shall be submitted not later than September
30, 1974, and shall cover the fiscal year end-
ing June 30, 1974.”

(b) (1) Section 1 of the Public Health Serv-
ice Act is amended by striking out “Titles I
to XI" and inserting in lieu thereof ‘““Titles
I to XII".

(2) The Act of July 1, 1944 (58 Stat. 682),
as amended, is further amended by renum-
bering title XII (as in effect prior to the date
of enactment of this Act )as title XIIT, and
by renumbering sections 1201 through 1214
(as In effect prior to such date), and refer-
ences thereto, as sections 1301 through 1314,
respectively.

TRAINING ASSISTANCE

Sec. 3. (a) Part E of title VII of the Pub-
lic Health Service Act Is amended by insert-
ing after section 775 the following new
section:

“TRAINING IN EMERGENCY MEDICAL SERVICES

“Sec. T76. (a) The Secretary may make
grants to and enter into contracts with
schools of medicine, dentistry, osteopathy,
and nursing, training centers for allied health
professions, and other appropriate educa-
tional entities to assist in meeting the cost
of training programs in the techniques and
methods of providing emergency medical
services (including the skills reguired in
connection with the provision of ambulance
service), especially training programs afford-
ing clinical experience In emergency medical
services systems receiving assistance under
title XTI of this Act.

“(b) No grant or contract may be made or
entered into under this section unless (1)
the applicant is a public or nonprofit private
entity, and (2) an application therefor has
been submitted to, and approved by, the Sec-
retary. Such application shall be in such
form, submitted in such manner, and con-
tain such information, as the Secretary shall
by regulation prescribe.

“{c) The amount of any grant or contract
under this section shall be determined by
the Secretary. Payments under grants and
contracts under this section may be made in
advance or by way of reimbursement and at
such intervals and on such conditions as the
Secretary finds necessary. Grantees and con-
tractees under this section shall make such
reports at such Intervals, and contalning
such information, as the Secretary may re-
quire.

‘(d) Contracts may be entered into un-
der this section without regard to sections
3648 and 3709 of the Revised Statutes (31
U.S.C. 529; 41 US.C. 5).

“(e) For the purpose of making payments
pursuant to grants and contracts under this
section, there are authorized to be appropri-
ated $10,000,000 for the fiscal year ending
June 30, 1974."

(b) Section 772(a) of such Act (42 U.S.C.
205f-2(a)) is amended—

(1) by striking out “or’ at the end of para-
graph (12),

(2) by striking out the period at the end
of paragraph (13) and inserting in lieu
thereof *'; or”, and

(3) by inserting after paragraph (13) the
following new paragraph:

“(14) establish and operate programs In
the interdiscriplinary training of health per-
sonnel for the provision of emergency medi-
cal services, with particular emphasis on the
establishment and operation of training pro-
grams affording clinical experience in emer-
gency medical services systems receiving as-
sistance under title XII of this Act.”
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(c) Section 774(a) (1) (D) of such Act (42
U.5.C. 295f—4(a) (1) (D)) is amended by in-
serting “(including emergency medical serv-
ices)" after “services” each time it appears.

STUDY

BSec. 4. The Secretary of Health, Education,
and Welfare shall conduct a study to deter-
mine the legal barriers to the effective deliv-
ery of medical care under emergency condi-
tions. The study shall include consideration
of the need for a uniform conflict of laws
rule prescribing the law applicable to the
provision of emergency medical services to
persons in the course of travels on interstate
common carriers. Within twelve months of
the date of the enactment of this Act, the
Secretary shall report to the Congress the
results of such study and recommendations
for such legislation as may be necessary to
overcome such barriers and provide such
rule,

ORDER FOR THE TRANSACTION OF
ROUTINE MORNING BUSINESS
TOMORROW

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that at the
conclusion of the remarks of the Sen-
ator from New York (Mr. Javirs) tomor-
row, there be a period for the transac-
tion of routine morning business of not
to exceed 15 minutes, with statements
therein limited to 3 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ORDER OF BUSINESS

Mr. GRIFFIN. Mr, President, earlier
today, one of our colleagues referred to
the distinguished majority whip as the
“traffic cop of the Senate floor.” He cer-
tainly is that, but I want to say that he is
much more than that, obviously, as he
does his best to schedule legislation and
do the work that faces the Senate and
Congress.

Here we are, adjourning at 3 o’clock in
the middle of the afternoon, in the mid-
dle of the week, when I know it would
be the wish of the distinguished major-
ity whip and the leadership on both sides
that we could be disposing of other mat-
ters. It is essential, if we are to move
along and make a good record, that there
be cooperation among more than just
those in the leadership. We need the co-
operation of our colleagues.

On both sides of the aisle, we are often
requested to accommodate the personal
desires and schedules of individual Sena-
tors. I want to join in the plea of the
distinguished majority whip that from
here on out in this session, we would have
fewer and fewer of those requests. Sena-
tors should expect to have the legislation
scheduled as the distinguished dean on
our side of the aisle (Senator AIxEw),
made plain earlier in his remarks on any
day of the calendar week. There are al-
ways going to be one or two Senators who
will be absent and we are not going to be
able to accommodate 100 Senators every
day of the week.

S0, I commend the distinguished ma-
jority whip for what he said. I want to
indicate my strong support for it.

Mr. ROBERT C. BYRD, Mr. Presi-
dent, I thank the distinguished Republi-
can whip. May I say, en behalf of the
leadership on this side of the aisle, that
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the leadership, could not hope for or
expect finer cooperation than the leader-
ship on this side of the aisle consistently
get from the distinguished minority lead-
er, the distinguished minority whip, and
the Senators on the other side.

I say that without any reservation.
There are times when we have our dif-
ferences but, being human, I do not see
how that can be avoided. We have heavy
responsibilities on both sides, as Sena-
tors and as representatives of two great
political parties, Differences must arise.
But I have yet to see a time when I
have left this Chamber with any feeling
in my heart that the leadership on the
other side of the aisle is not being fair,
cooperative, or understanding.

I think that I would want to say, if I
may continue just briefly that, on the
part of the majority leader and myself,
we are grateful that we have on the
other side of the aisle the leadership in
the persons of Senators Scorr and
GRIFFIN.

This Senate has made a remarkable
record of achievement this year. It has
passed 420 measures——and it has con-
firmed 37,639 nominations. There have
been 383 rollcalls to date.

At least 23 or 46 percent of the 50 bills
which the President listed in his message
on Monday have already been passed by
the Senate. I know of 13 additional bills
on the President’s list of 50 that are
either on the Senate Calendar or are
in committee markup or on which hear-
ings have been completed or on which
hearings are in progress. This accounts
for a total of 72 percent of the 50 bills the
President enumerated in his message.

In addition to those 23 bills which
have already passed the Senate and
which were on the President’s list, the
Senate has passed a remarkable array of
important legislation that originated in
the Senate or in the House—397 meas-
ures to be exact. I think the membership
of the Senate on both sides of the aisle
should be complimented for working to-
gether in producing this kind of record.

The Senate, I think, is so far along
with its work that by the time we pass
the defense appropriation bill, we will,
I feel confident, have passed easily two-
thirds of the bills—maybe more—on the
President’s list, in addition to those initi-
ated by the Senate and House.

So there will be no question about an
October adjournment, if it is left up to
the Senate. If we can get the defense
procurement bill through conference
reasonably soon, I think we ean wind up
our work for this session in October.

Thus, I am grateful for the splendid
cooperation of the membership on both
sides of the aisle. We have to debate
our differences at times, of course; but,
beyond that, we are friends. That is the
way it is going to be, so far as I am con-
cerned,

We all work hard. The leadership,
really, is in the position of being servants
to all the Members of the Senate,

I would want to echo the suggestion
made by the distinguished Republican
whip, and that is that each of us think
of the convenience to the Senate, of the
work of the Republic, rather than of our
own personal convenience as we go into
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these last days of the first session of this
Congress. I know that we will get that
kind of cooperation, but I would want,
on behalf of Mr. MansrFIELD, to state, as
we go forward, that the leadership will
need flexibility in scheduling bills in or-
der to complete the work of the Senate
before it adjourns.

Mr. GRIFFIN. The distinguished ma-
jority whip has been so generous and so
complimentary that it makes it difficult
for me to say anything that would indi-
cate the slightest disagreement. But I
would not want the record to indicate
satisfaction on my part with the legisla-
tive record in this session.

In many instances the Senate has
acted, but final passage of important bills
has not taken place.

I want to remind the Senate and Con-
gress that here we are, well into the third
month of the new fiscal year, and we
have only enacted 3 out of the 13 regular
appropriation bills.

That is not the first time this has hap-
pened. But it is very unfortunate when
the agencies and departments of the Gov-
ernment—and, indeed, the local units of
government, the school districts, that re-
ly on the appropriations of Congress—
have no assurance until well into the fis-
cal year, sometimes even going the whole
fiscal year, knowing what funds they will
receive. They cannot plan.

So I do not think we have made a very
good record in that field. Let us face it.
That is not the fault of the Senate. We
cannot pass an appropriations bill until
the House passes it.

But in other respects as well, I think
we have no reason to be too satisfied with
our accomplishments. For example, we
are facing an energy shortage.

In this connection, look at the various
proposals that are pending before Con-
gress, While we have taken action in both
bodies on the Alaska pipeline, a confer-
ence report still has not been agreed
upon. We have legislation relating to the
siting of nuclear powerplants which
could be very helpful in terms of speed-
ing up applications for using nuclear
power to generate electricity. We need to
develop quickly deepwater ports for some
of the large oil tankers.

Many people believe that some change
in the regulation of the pricing of natural
gas has to take place if we are going to
encourage more exploration and delivery
of natural gas. A proposal is pending for
a Department of Energy and Natural Re-
sources, which would bring together the
various agencies of the Federal Govern-
ment which have a bearing on energy
decisions.

All these measures still have not been
enacted. So we do have a great deal to
do in this one field, to say nothing about
the challenges that await us in other
areas.

However, having said that, I do not de-
tract one iota from the remarks that the
Senator from West Virginia, the distin-
guished majority whip, has made in terms
of the efforts of the leadership, and in
his appeal to the Members on both sides
of the aisle to give us more cooperation
so that we can move along faster with
legislation.

Mr. PASTORE. Mr. President, will the
Senator yield? -
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Mr. GRIFFIN. I yield.

Mr. PASTORE. I do not want to engage
in a dispute with my friend, the distin-
guished Senator from Michigan. He
krows the high regard and the affection
I have for him.

I think that much of the fault is on
both sides, if any fault is to be found. I
am not trying to pat myself or anybody
else in the Senate on the back, or the
Senate at large. But we have been work-
ing hard; there is no question about it.
We come in early in the morning. We
have to attend hearings. Many of them
are behind closed doors; there is no fan-
fare. It is not like the publicity given the
Watergate Committee. It is hard work,
sometimes without any publicity.

Referring directly to the question of
appropriation bills, as chairman of the
subcommittee, I have just reported the
appropriation bill that has to do with
the State Department, the Justice De-
partment, the Commerce Department,
and other allied agencies.

I have heard many witnesses, hour
after hour. The bill involves international
agencies and commissions, and the bill
amounts to approximately $4,555,000,000
to date. Within the bill are the Com-
merce Department, with its Economic
Development Agency, and all the other
agencies I have mentioned.

The one thing that has always dis-
turbed me is that while we have termi-
nated our hearings, we receive amend-
ment after amendment after amendment
from the administration, so there is no
way that we can bring the bill in. I would
hope in the future that the administra-
tion, once it sends up its estimates and
makes its request, sets a deadline, either
of June 30 or July 1 or August 30, to the
effect that nothing after that date will be
sent up to Congress unless it is to appear
in a supplemental bill. In that way, we
can conclude our work, mark up the bill,
and report it to the Senate.

We have gone through that process
right now with this bill. As a matter of
fact, over and above the original esti-
mate, more than $300 million was re-
quested by the administration in sup-
plemental amendments that were not
heard by the House. All these appropria-
tion bills originate in the House, and we
have more than $300 million of add-ons
that have to be considered originally by
the Senate, when under the Constitution
the original responsibility and the juris-
diction are in the House.

To return to what I was saying, I think
that many times we are at fault, and I
think that many times the fault is down-
town. But the idea that “I am pure and
you are impure” is a philosophy I can-
not buy. If anyone is to be blamed, I
think we are all to be blamed.

As to the idea that the Senate has been
dragging its feet, we have not been drag-
ging our feet. The Senator knows that
many of the issues that come before the
Senate are very controversial, and many
of the votes are very close. Here we have
unlimited debate, and everybody has a
right to be heard. Sometimes we do talk
a little longer than we should. But in the
long run, I do not know that I would
want to change that, because sometimes,
by prolonged debate, we have refined an
issue and corrected mistakes that possi-
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bly would have been serious if we had
not talked them out at length. These
things are important.

I do not want to take any credit away
from the President, but I do not think
the President ought to take any credit
away from Congress. I think we have
been working hard. I do not have a San
Clemente to go to. I do not have a Key
Biscayne to go to.

I do not have a Camp Dayvid. The only
place I can go to is my own back yard,
and that is where I spent August. I say,
frankly, that when I went back home, I
needed the rest.

Mr. AIKEN. That is the best place,

Mr. PASTORE. It certainly is.

As a matter of fact, one will never see
housing for the elderly from the veranda
of San Clemente. Where I sit, you can
see them. You can see the people who
need the help. You can see the traffic tie-
ups. You can see the need for a transpor-
tation bill. You can see the need for
housing for the poor. You can see the
need for housing for the elderly. We walk
through it every day. We are on the
ground. We meet the people who have
the complaints.

I go to the supermarket. I do not know
whether President Nixon has ever gone
to a supermarket, but I go to the super-
market, and I push that little carriage
around together with my wife. I am not
ashamed of it. I know what is happening
in the market. I see sticker after sticker,
the price going up with every new sticker;
and you say to yourself, “How come."”
They had that item in stock; they bought
it at a price. Why is the same article one
price at one time, another price at an-
other and then a third price? The price
keeps rising, because the new lot costs a
little more. These are the things that
should be investigated, just how much
the American consumer is being gouged.
Who is making this profit?

I picked up the paper the other day
and read that in the first quarter of this
yvear as against the first quarter of last
year—would the Senator from West Vir-
ginia (Mr. RoBerT C. BYRD) believe
this?—corporate profits were up 26 per-
cent. Why do they not share this money
with the consumer? Why do they keep
inereasing the price? Because they would
rather distribute it in dividend checks
so they can sell more stock and make it
look good on the board in Wall Street,
Fortunately, the majority leader, Mr.
MansFIELD, and I do not own much stock,
so we do not have that to worry about.

Some say we are not doing the right
things, but I do not think they are doing
everything right in the White House,
either. It is about time they took a good
look at themselves in the mirror to see
a little of their own faults.

Mr. President, do you know what we
say? We say, Let he who is without sin
cast the first stone.

Mr. ROBERT C. BYRD. Mr. President,
the distinguished Republican whip men-
tioned the appropriation bills. For the
record, I think it should be stated that
the Senate this year has passed three
supplemental appropriation bills; one
was vetoed. It has passed 8 of the
13 regular appropriation bills. One of the
remaining five appropriation bills has
been reported to the Senate today. One
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of the remaining four appropriation bills
will be reported to the Senate the first
of the week, leaving three of the regular
appropriation bills—military construc-
tion, military procurement, and foreign
aid—yet to be acted on.

Of course, as all Senators know, the
Senate is at the mercy of the other body
in that the Senate has to await action
by the other body on appropriation bills
before we can proceed. But it has to be
said to the eredit of the chairman of the
Senate Committee on Appropriations and
the members of that committee—Demo-
crats and Republicans—that the sub-
committes proceed every year to conduct
hearings on appropriation bills prior to
their enactment by the other body and
once they are sent over here by the other
body the bills are reported expedi-
tiously—often on the same day the bill
arrives in this body from the House or
within a day or two thereafter.

I want to say again that the record of
the Senate, being an excellent one to
date, is due in considerable part, it has
to be said, to the excellent cooperation
that the leadership on this side of the
aisle has had from the leadership and
the Members on the other side of the
aisle,

I want to pay tribute to the Republican
whip and others on that side of the aisle
for helping the leadership on this side
of the aisle in establishing the fine leg-
islative record of the Senate.

Any Senator who joins in criticizing
this Senate for its record is to some de-
gree pointing the finger at himself be-
cause he is a part of the Senate. While
I want to accord every Senator a just
and fair share of the tribute for the good
record the Senate has made, any Senator
who downgrades that record, whoever
that Senator may be, downgrades him-
self.

Mr. GRIFFIN. Mr. President, I wish
to make clear, as I indicated in my re-
marks, that the Senate is limited by the
Constitution. We cannot consider appro-
priation bills until they are passed by the
other body.

I would join with the majority whip In
commending the members of the Com-
mittee on Appropriations of the Senate
who work very hard and who have moved
along expeditiously in the consideration
of these measures.

It is altogether possible, I would say,
that we have reached a stage where the
appropriation measures now are so com-
plex and take so much time going
through both bodies of Congress that we
should give serious consideration to
moving the fiscal year of the Federal
Government to a calendar year basis. It
is almost impossible now in many re-
spects for Congress to be expected to
pass all the appropriation bills before the
beginning of the fiscal year which starts
on July 1. Nevertheless, it is still a qiffi-
cult job for the other branches of Gov-
ernment and, indeed, the other levels of
Government who do depend on Federal
appropriations, when the fiscal year is
half over before we can enact appro-
priation bills, regardless of perfectly rea-
sonable justifications for the delay.

But that does not detract from the
fact that the Senate works hard. We
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have, as the distinguished majority whip
indicated, compiled a very impressive
record in terms of the action that has
been taken on the appropriation bills.

EMERGENCY MEDICAL SERVICES
ASSISTANCE ACT OF 1973

Mr. CRANSTON. Mr. President, I send
to the desk a bill to amend the Public
Health Service Act to provide assistance
and encouragement for the development
of comprehensive medical emergency as-
sistance and I ask for its first reading.

Mr. GRIFFIN. Mr. President, reserv-
ing the right to object——

The PRESIDING OFFICER. The Sen-
ator from Michigan is recognized.

Mr. GRIFFIN. Mr. President, this, of
course, is a procedure which the distin-
guished Senator from California is en-
titled to take. But as he knows and would
expect, I have to object to the immediate
consideration of a bill which is of such
importance and so complex. If nothing
else, it could not be understood at the
present time. I understand the request is
for the immediate consideration.

Mr. CRANSTON. The Senator is cor-
rect.

Mr. GRIFFIN. Of course, my objec-
tion will mean that the procedure will
be open for the bill to go on the calendar,
and I assume it is probably the purpose
of the Senator from California to do
that, so that the bill would not be re-
ferred to a committee. It is perfectly
within his rights to take that course, but
in my position of leadership on this side
of the aisle, I would have to object, re-
gardless of the merits of the bill, and I do
object.

The PRESIDING OFFICER. The re-
quest was to have the bill read the first
time.

Does the Senator object to that?

Mr. GRIFFIN. Mr. President, my ob-
jection is to its immediate consideration.

The PRESIDING OFFICER. The bill
will be read the first time by title.

The legislative clerk read the bill by
title, as follows:

A bill to amend the Public Health Service
Act to provide assistance and encouragement
for the development of comprehensive area
emergency medical services systems.

Mr. CRANSTON. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The clerk
will call the roll.

The legislative clerk proceeded to call
the roll.

Mr. CRANSTON. Mr. President, I ask
unanimous consent that the order for the
quorum ecall be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. CRANSTON. Mr. President, I now
ask for second reading of the bill.

Mr. GRIFFIN. Mr. President, I object.

The PRESIDING OFFICER. Objection
is heard.

Mr. CRANSTON. Mr. President, T ask
for the immediate consideration of the
bill that I have sent to the desk.

Mr. GRIFFIN. As I indicated, I ob-
ject.

The PRESIDING OFFICER. Objection
is heard.
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Mr. CRANSTON. Mr. President, I
suggest the absence of a guorum.

The PRESIDING OFFICER. The clerk
will eall the roll.

The legislative clerk proceeded to call
the roll.

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

The PRESIDING OFFICER. Without
objection, it is so ordered.

PROGRAM

Mr. ROBERT C. BYRD. Mr. President,
the program for tomorrow is as follows:

The Senate will convene al 9:45 a.m.
Immediately following the recognition of
the two leaders or their designees, the
distinguished senior Senator from New
York (Mr. Javrrs) will be recognized for
not to exceed 15 minutes, after which
there will be a period for the transac-
tion of routine morning business of not
to exceed 15 minutes, with statements
therein limited to 3 minutes, at the con-
clusion of which the Senate will proceed
to the consideration of the conference
gg};g;‘t on vocational rehabilitation (H.R.

There is a time limitation on that con-
ference report of 40 minutes, Whether or
not there will be a yea and nay vote on
the adoption of the conference report, I
cannot say.

At the conclusion of the action on the
conference report, the Senate will take
up S. 2408, the military construction au-
thorization bill, There is a time limita-
tion on that bill. There may be amend-
ments thereto, and Senators are alerted
to the possibility of yea and nay votes
thereon.

Mr. President, may I say also that
other conference reports are eligible to
come up at any time, and the leadership
would like Senators to be aware of the
possibility that the leadership might
have to call up bills from the calendar
that have been cleared for action, with-
out prior notice, if circumstances should
require,

As we get into what we hope will be
the last few weeks of the session, the
leadership would want the usual fine co-
operation and understanding of Senators
on all sides of the aisle, so as to allow
the leadership the utmost flexibility un-
der these circumstances to promote the
business of the Senate,

Mr. President, I modify my statement
of the program slightly. Immediately be-
fore the close of routine morning busi-
ness tomorrow the Chair will automati-
cally, under the rule, lay down the Cran-
ston bill for a second reading, and if a
Senator objects at that time to any fur-
ther proceedings the bill will then auto-
matically go on the calendar. Am I cor-
rect?

The PRESIDING OFFICER. The
Chalir is advised that the bill will be laid
before the Senate tomorrow for a second
reading, and if objection is heard on sec-
ond reading, the bill will go on the calen-
dar.

Mr. ROBERT C. BYRD. If any ob-
jection to further proceedings is made?

The PRESIDING OFFICER., Yes.

Mr. ROBERT C. BYRD. Following
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that, morning business will be closed, and
at that time the Senate will then pro-
ceed to the consideration of the confer=
ence report?

The PRESIDING OFFICER. Yes.

Mr. ROBERT C. BYRD. I make the ap-
propriate adjustment in my statement of
the program.

ADJOURNMENT TO 9:45 A.M.

Mr. ROBERT C. BYRD. Mr. President,
if there be no further business to come
before the Senate, I move, in accordance
with the previous order, that the Senate
stand in adjournment until the hour of
9:45 tomorrow morning.

The motion was agreed to; and at 3:30
p.m. the Senate adjourned until tomor-
row, Thursday, September 13, 1973, at
9:45a.m.

NOMINATIONS

Executive ‘nominations received by
the Senate September 12, 1973:
DEPARTMENT OF JUSTICE

John R. Bartels, Jr., of New York, to be
Administrator of Drug Enforcement vice a
new position created by Reorganization Plan
No. 2 of 1973, dated March 28, 1973.

John L. Bowers, Jr., of Tennessee, to be
U.S. attorney for the eastern district of
Tennessee for the term of 4 years. (Reap-
pointment.)

Dean C. Smith, of Washington, to be U.S.
attorney for the eastern district of Wash-
ington for the term of 4 years. (Reappoint-
ment.)

James M. Sullivan, Jr., of New York, to be
U.S. attorney for the northern district of
New York for the term of 4 years. (Reap-
pointment.)

IN THE AR FORCE

The following-named officers for promotion
in the Air Force Reserve, under the appro-
priate provisions of chapter 837, title 10,
United States Code, as amended, and Public
Law 92-129:

LINE OF THE AIR FORCE

Lieutenant colonel to colonel

Ablard, Charles D., T Srarrdl.
Agolia, Richard, IETerardl
Anderegg, Richard D., [ erecrdl
Anders, William A., I Sracccdl.
Angueira, Raymond G., el
Aptaker, Edward, IS e dl.
Ayers, S. T., ISR,

Baker, Walter T., [ ereredl
Balch, Donald H., IS el
Barrett, Lawrence A, RS dl
Batten, Newton R., e sl
Becker, Charles E., Jr., [ accll
Bemis, Rowland H., S rarrdl.
Bernhard, George K., Jr. STl
Betts, Donald J. ISl
Boyd, Robert J., e

Brand, Joseph W. ISl
Breeden, Earnie K., Jr., R Errdl.
Brinson, Edward,
Browne, Leslie B. S.,
Butler, James L., Jr. JEcacrdl.
Calman, Edwin C., Jr., [Tl
Campbell, Keith H QP eracccdl
Casey, Thomas E.,
Cavaretta, Michael J. R el
Chapman, James E. I Ecerrclll
Clarke, Harold D., el
Cohen, Sydney M.,

Collins, Robert L.,

Cooper, Jay P.,

Corbley, John F. Frararrdl
Cutshaw, Thomas S.,

Davis, William R.,

Dismang, Kenneth M., RS crdll.
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Dolan, Hugh J., el

Dolbey, Alfred F.,

Dowds, John P., Racdl

Duggan, John F. JFCaterrall

Duguid, Robert, IIT, IS arrdl

Duke, Howard W.,

Eaton, Curtis A, S carcd

Ellis, Stanley A.,

Enmon, William G., e rcdl

Feick, Thomas W., el
Fletcher, James H. S rarrdl

Frye, Pierre A.,

Galfo, Armand J., IR Eccdl

Garrett, Howard L., Jr., I Scercdl
Gerwin, Arthur, ST el

Giesecke, Eberhard, I Sarcll
Giesen, Herman M.,

Gill, Sloan R., ISl

Gilroy, John E., [ eteress

Green, Elmer H., [IEaraccll
Greenfield, Albert D.,
Gregory, Thomas J., [ ecarced

Groux, Richard W.,

Guest, Buddy R. I Stercdl
Guminski, David, I acarcdl
Haberman, Leo, [ arecesd

Hanak, Walter K., IS acdl

Hanson, Eugene E., [ ararcdl
Haugen, Donald E., ey il

Hay, James C., JE=rerrdl

Healey, William J., Jr., I Sravrdl

Hile, Richard K., I aarcdl

Hill, Rodney F.,

Hirsch, Paul M., IEarardl

Hollis, Alton B., Jr., Il

Jarvis, Donald B, [ acac

Jones, Charles E., IIL IS arcll
Jordan, William A., ISl
Kernan, Clarence B, [eracccdl
Kessler, Robert H.,

Knight, Donald L., JFvEeetrrall.

EKoonee, Andrew M., e ca e

Kulman, Oscar D., ISl
Langdell, Samuel F., el

Licker, Donald J., e Sl

Loeb, Leonard L., el
Lombardo, Michael J.,
Longenecker, William H. J., I Scacccll
Luchsinger, Vincent P., Jr., [ et esy
Lum, Richard W., [t acactd

Lundy, James P., [Pt
Luongo, John A., -
Madsen, Albert A., -XX-.
Manning, Stanley J.,| -XX-
May, Gayle L., -
McGoey, John J.,
McRae, Floyd W., Jr., -
Meyer, Arthur B., -XX~
Miller, George W., I11, I Sre e
Miller, Thomas S., -XX-
Milliken, Walter R., [ S arccd
Miner, Richard E., e e e
Mock, Ralph, B e
Mollnow, Marvin A., ety
Morris, John K., [P ereced
Morse, Marvin H., ~XX-:
Munson, Harlow T., >
Myers, William S., Jr., B ececess
Nathansen, Philip E.|| -XX-
Nott, Joseph G.,
Orlove, Alan H.,
Padelford, Edward A., Jr.,
Palmer, Millard A.,
Perdzock, Robert C.,
Pilotte, Ellard J. S rdll

Plitt, James R. I eracccdl

Prettyman, Forrest J. o acarecdl
Proctor, Daniel A. K.,
Rasley, Charles W., IESarrcll
Raushenbush, Walter B. IS el
Reidy, Edward J., Il

Reig, Raymond W., IERSrerrtall

Rice, William H., Jr., el
Richardson, Elwood H., Jr., e rrdl
Royals, Thomas F., Erececrcll

Russ, Walter H.,

Rutenbeck, Blaine A.,

Scorpati, Louis V.,
Scott, Harrey L.,

Serio, Bernard M.,
Shosid, Joseph L., IERerercdl
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Shuck, Robert E., IRl
Siegel, William L.,
Smith, John H. RSl
Stange, Paul W., JFtetartedl
Stead, David N.,
Svetlich, William G., I aerrdl
Theos, Gregory O.,
Thomas, Richard B., ISl
Thompson, Raymond, IEvEreral
Tradd, Ronald J., el
Troutman, James S. T Scarcdl
Trudel, Theodore H., Itaracccdl
True, Edward L.,
Vanderweide, Sam W.,
Waltman, Leslie H.,
Weaver, John E.,
Wegner, Richard A.,
Weikert, William P.,
Weinert, Ronald B., ey
White, Frank W.,
Whitney, Henry M.,
Whitton, Roy P., I el
Wilde, Roland J.,
Wilford, Edward B. III,
Williams, Benjamin B.,
Williams, Earl M.,
Williams, Robert A.,
Wong, Howard,
Wriggle, Paul A., [ eteceed

Young, Francis L.,

CHAPLAINS

Arrow, Henry D.,
Clark, John P., IR acdl
Dinkel, Julian G., I ararccll
Grothjan, James K. el
Hamilton, Philip A, e cecrdl
Jones, Henry D.,
Mathre, Paul G., JERarar il
McCall, Thomas D.,
Nesbitt, Charles B., I ararcdl

DENTAL CORPS

Clements, Robert V., el
Kihara, Junior T [JTererecdl
Roraff, Arthur R.,
Wilhoit, John W., Jr., JEerareil

MEDICAL CORPS

Fleckner, Alan N.,
Jordan, William S., ISl
Magee, John W., Jr.,
O’Brien, Eugene T.,
Severs, Ronald G.,
Skinner, Odis D.,
White, Melvin J., e dl

NURSE CORPS
Beck, Josephine V.,
MacFarlane, David J., Jr., el
McKenna, Madeline A.,
McKenna, Marion E.,
Showalter, Anna M., e arey

Underwood, Ethel S.,

MEDICAL SERVICE CORPS

Miller, Russell H.,
Mudd, Lee S.,
Pinkus, Alan D.,
Rasken, Sam A.,
Raynes, Alfred F.,

VETERINARY CORPS

Chapman, Neil F.,
Myatt, Barney A.,

BIOMEDICAL SCIENCES CORPS

Foley, Thomas J., Jr., ISyl
Hersey, David F.,

The following officers for promotion in the
Air Force Reserve, under the provisions of
section 8376, title 10, United States Code and
Public Law 92-129:

MEDICAL CORPS

Lieutenant colonel to colonel

Olson, Robert M., eyl
LINE OF THE AIR FORCE
Major te lieutenant colonel
Arnau, Robert R., el
Baer, Richard T., eyl

Baird, Richard L.,
Barnum, Charles W., Jr.,

Beck, Lyle A.,
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Bethea, Herman R., el
Blair, George A., IERrecdll.
Bower, James N., I Staccdl.
Bradach, Bernard, IE o dll.
Brog, David, BRLLuOLS
Brookbank, David A.,
Canney, Paul J., IERoRrrdl.
Christensen, Russell N., IE S rardll.
Cimini, Guido J., I e dl.
Cook, Margaret E., JRLQUSUotEN.
Dixon, David L., Jr., IF el
Dodd, William W.,
Dowell, James E.,
Dunn, Earl J., Jr., lBEIQUQeuns

Duval, Herbert J., Jr. I aearcdl
Ferrell, Joseph B, I Sracccdl.
Friesen, Merle R., Il
Gilchrist, James, Jr. IR acarcll
Gleske, Elmer G., Il
Gooch, Edwin J., Jr., I eacatccdl.
Goschke, Richard R., IR ararcdl
Hageman, Dwight C., I aracrll
Hancock, William R., IEeratecil.
Hansen, William, ISl
Heiser, Frank W., ISt cccdll
Hepp, James T., IEPTECEcerdl.
Higgins, Carlos W., IEEEterrdll
Hills, Frank D., IRl
Holway, Warren A.,
Hummer, Walter L., [JCarecees
Husak, Johnny R. IR Sracccdl.
Jefferson, William J., Jr., I ararcdl.
Jenkins, James R. [t dl.
Johnson, Donald H., e recreaill
Johnson, Thurmond L. R Ecaccll
Jope, Howard E., Jr., I aaccdl
Kalmar, George E., I eraccdl
Keenan, Herbert A., [ acaccal
Keeny, James S., I arrcdll.
Kite, John T. JETararril.

Kop, Dietrich R., I Erarcll
Koopman, Howard W., el
Land, Clarence J., S rarrdl
Larson, John H., ISl
Lawrence, Rogers W., I Scarcdl
Leeman, David E., I Scarcdl
Livingstone, John D., ISl
Lockhart, Floyd R., el
Lord, John F., Jr., T erecdl
Madden, Thomas A. L., Jr., el
Manly, Donald L., I eravdl
Markalonis, Vincent J., IS rareclll
Moroney William P.,
Morrison, William J., B a3
Morton, Norman E., JIeraccdl
Pascuzzi, Eugene D, el

EXTENSIONS OF REMARKS

Ritter, Joseph L., Jr. I Sraccdl.
Robertson, Bruce M., I Sracdl
Rubeor, Russell G, IEECE il
Salem, Harold D.,

Shelton, John L., I Stacdl
Shirley, Millard G., I Satccll
Smiley, Ralph P., IESrarecall
Smith, Thomas J., Jr. BEerecrdll
Solkey, Arthur R., I acarccal
Taylor, Larry L.,
Teitelbaum, Robert D., I eraccdll.
Thomas, Robert J., I acacccal
Tinsley, Robert L.,
Tracy, Robert P.,
Turner, Thomas H., I aceccll
Walker, James A.,
Waterman, Donald J., el
Williams, Arthur B., Jr., IEacac il
Young, Thomas C., Il

CHAPLAINS

Pearson, Roger H.,

MEDICAL CORPS

Sanders, James G., IS dl
NURSE CORPS
Brady, Eugene P.,
Howland, Richard J., I Scacclll
Larscheid, Jon L.,
Morgan, Richard T., Jr., I el
Peterson, Roger M.,
Schnepper, Patricia A., ISl
BIOMEDICAL SCIENCES CORPS

Bottom, Bobby D., JIEEErrdl
Taschner, John C., ISl
The following person for appointment in
the Reserve of the Air Force and USAF (tem-
porary) (Medical Corps), in the grade of
colonel, under the provisions of sections 593,
8444, and 8447, title 10, United States Code
and Public Law 92-129, with a view to desig-
nation as a medical officer under the pro-
visions of section 8067, title 10, United States
Code:
MEDICAL CORPS
To be colonel

Masters, Orlan V. W.,
IN THE AIR FORCE

The following officer under the provisions
of title 10, United States Code, section 8066,
to be assigned to a position of importance
and responsibility designated by the Presi-
dent under subsection (a) of section 8066,
in grade as follows:

September 12, 1973

To be general

Lt. Gen. Robert J. DixoniEFT=rETEEFR
(major general, Regular Air Force), U.S. Air
Force.

UNITED NATIONS

The following-named persons to be repre-
sentatives of the United States of America to
the 28th session of the General Assembly of
the United Nations:

John A. Scali, of the District of Columbia.

W. Tapley Bennett, Jr., of Georgia.

William F. Buckley, Jr., of Connecticut.

The following-named persons to be alter-
nate representatives of the United States of
America to the 28th session of the General
Assembly of the United Nations:

Margaret B. Young, of New York.

Mark Evans, of the District of Columbia.

William E. Schaufele, Jr., of Ohio.

Clarence Clyde Ferguson, Jr., of New Jersey.

Richard M. Scammon, of Maryland.

The following-named persons to be repre-
sentatives of the United States of America to
the 28th session of the General Assembly of
the United Nations:

Robert N. C. Nix, U.S. Representative
from the State of Pennsylvania.

John H. Buchanan, Jr.,, U.S. represent-
ative from the State of Alabama.

WITHDRAWAL

Executive nomination withdrawn from
the Senate September 12, 1973:
JUSTICE DEPARTMENT
David J. Cannon, of Wisconsin,to be U.S.
attorney for the eastern district of Wisconsin
for the term of 4 years, which was sent to
the Senate on August 9, 1973.

CONFIRMATION

Executive nomination confirmed by the
Senate September 12, 1973:

OFFICE OF EcONOMIC OPPORTUNITY

Alvin J. Arnett, of Maryland, to be Di-
rector of the Office of Economic Opportunity.

(The above nomination was approved sub-
ject to the nominee’s commitment to re-
spond to requests to appear and. testify be-
fore any duly constituted committee of the
Senate.)

EXTENSIONS OF REMARKS

PRESERVATION OF THE STRIPED
BASS

HON. ABRAHAM A. RIBICOFF

OF CONNECTICUT
IN THE SENATE OF THE UNITED STATES
Wednesday, September 12, 1973

Mr. RIBICOFF. Mr. President, for
years sportsmen from Connecticut and
throughout the entire Northeast have
enjoyed fishing for striped bass in Long
Island Sound. Now there is a serious pos-
sibility that New York’s Consolidated
Edison Storm King powerplant on the
Hudson River may destroy the Sound’s
striped bass.

Many of the striped bass are hatched
in the Hudson River. Fishermen fear
that the Storm King plant, which will
take in 9 million gallons of Hudson River
water a minute will also suck in and de-
stroy the bulk of the river’s striped bass
eggs, larvae, and new born fish.

Because it is such a complex problem,
I have asked the Atomic Energy Com-

mission to have its Oak Ridge National
Laboratory, which has a model of the
site in question, to thoroughly review the
issues involved.

I ask unanimous consent that my let-
ter of September 10, 1973, to Dr. Dixie
Lee Ray, the Chairman of the AEC, be
be printed in the Extensions of Remarks.

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

SEPTEMBER 10, 1973.
Dr. Dix1E LEE RAY,
Chairman, U.S. Atomic Energy Commission,
Washington, D.C.

DEAR DR. RaY: I am writing to request the
assistance of the Oak Ridge National Labora-
tory in getting answers to questions that a
number of Connecticut striped bass fisher-
men have asked me about.

The questions concern the Storm KXing
pumped storage hydroelectric power plant
that Consolidated Edison proposed to con-
struct on the Hudson River at Cornwall, New
York. Many of the striped bass that are
hatched in the Hudson spend their adult
lives in Long Island Sound where they pro-
vide outstanding and valuable sports fishing

for Connecticut anglers. The fishermen fear
that the Storm King plant, which will take
in nine million gallons of Hudson River wa-
ter a minute, will also suck in and destroy
vast numbers of eggs, larvae and young
striped bass and thus cause the fishing in
Long Island Sound to decline drastically.

The Storm King plant, which has been
licensed by the Federal Power Commission
has been the subject of litigation for nearly
ten years. Still, the effect of the plant on the
fishes of the Hudson, particularly striped
bass, remains in dispute. Consolidated Edi-
son maintains that a study shows the Storm
King plant would remove only an insignifi-
cant three per cent of the yearly striped bass
hatch. In rebuttal, fishermen state this claim
is based on incorrect mathematics because
the equation used in the study to predict
mortalities did not include the tides in the
Hudson. The fishermen also state that den-
sity-induced currents were not treated fully
in the study.

The fishermen’s assertions would appear to
have some substance, inasmuch as W. Mason
Lawrence of the New York State Department
of Environmental Conservation has admitted
by letter, that “the river was treated as if it
flowed in one direction only” and thus “tidal
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