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County Historical Soclety, National Capital
Democratic Club and the Cathlamet Com-
mercial Club.

Mrs. Hansen was formerly manager of the
Wahkiakum County Abstract Co. and G.
Henry Hanigan Insurance Co. in Cathlamet.
She also served as office assistant in the
Wahkiakum County Engineer’s Office.

Rep. Hansen Is well known as a creative
writer. She is the author 'of the prize-win-
ning Northwest historical juvenile novel,
“Singing Paddles,” published by BSutton
House, Henry Holt Co. and Binfords and
Mort. She also has written a historical play,
“Birnie's Retreat,” which has heen per-
formed by local casts in Cathlamet and will
be presented through the American Revo-
lution Bicentennial celebrations in 1876.

She is a graduate of the University of
Washington, working to earn her way
through the university.

Mrs. Hansen's maternal ancestors founded
Groton, Mass., in 1634 and her paternal an-
cestors helped Danilel Boone settle Eentucky.

Her family moved to Washington Territory
in 1877, settling first In Tumwater before
moving to Cathlamet In 1882. Her father,
former Wahkiakum County sheriff, was a
Bpanish American War veteran with the Sec-
ond Oregon Volunteers. Her mother, a
teacher, was Wahkiakum County school su-
perintendent and was named Washington
Btate Mother of the Year in 1860.

Mrs. Hansen's husband, Henry A. Hansen,
is a retired logger and a native of Cathlamet.
They have one son, David, and a new grand-
daughter. Mrs. Hansen's brother, Dr. James
Butler, is on the faculty of the Department
of Drama at the University of Southern Cali-
fornia after serving several years as chair-
man of the department. He i1s author of
several books on the history of drama.

THE DISPOSITION OF ABANDONED
MONEY ORDERS AND TRAVELER'S
CHECES

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that the Senate
proceed to the consideration of S. 2705,
with the understanding that there will
be no further action on this bill today.

The PRESIDING OFFICER. The hill
will be stated by title.

The second assistant legislative clerk
read as follows:

A Dbill (S. 2705) to provide for the dis-
position of abandoned money orders and
traveler's checks.
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The PRESIDING OFFICER. Without
objection, the Senate will proceed to
consider the bill.

Mr. JAVITS. Mr. President, is there
any unanimous-consent request pend-
ing?

The PRESIDING OFFICER. There is
no unanimous-consent request pending.

ORDER FOR ADJOURNMENT UNTIL
TOMORROW

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that when the
Senate completes its business today, it
stand in adjournment until the hour of
12 o'clock noon tomorrow.

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

QUORUM CALL

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

The PRESIDING OFFICER. The clerk
will call the roll.

The legislative clerk proceeded to call
the roll.

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

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

ORDER FOR RECOGNITION OF SEN-
ATOR MANSFIELD TOMORROW

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that tomorrow,
after the distinguished senior Senator
from Delawarc (Mr. RoTH) has been rec-
ognized, the distinguished majority
leader be recognized for not to exceed 15
minutes.

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

ORDER FOR TRANSACTION OF ROU-
TINE BUSINESS TOMORROW AND
FOR CONSIDERATION OF S. 2705

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that tomorrow,
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after the distinguished majority leader
has been recognized, there be a period for
the transaction of routine morning busi-
ness of not to exceed 30 minutes, with
statements therein limited to 5 minutes,
and that thereafter the Senate proceed
to the consideration of S. 2705, a bill to
provide for the disposition of abandoned
money orders and traveler's checks.

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

PROGRAM

Mr. ROBERT C. BYRD. Mr. President,
the Senate will convene tomorrow £t the
hour of 12 noon.

After the two leaders or their designees
have been recognized under the standing
order, the distinguished junior Senator
from Delaware (Mr. BipEn) will be rec-
ognized for not to exceed 15 minutes.

The distinguished senior Senator from
Delaware (Mr. Rorr) will then be rec-
ognized for not to exceed 15 minutes.

Following the recognition of the sen-
ior Senator from Delaware, the distin-
guished majority leader (Mr. MANSFIELD)
will be recognized for not to exceed 15
minutes.

There will then be a period for the
transaction of routine morning business
of not to exceed 30 minutes, with state-
ments therein limited to 5 minutes.

Upon the conclusion of the transaction
of routine morning business, the Senate
will resume the consideration of S. 2705,
a bill to provide for the disposition of
abandoned money orders and traveler’s
checks. Yea-and-nay votes are expected
to occur thereon. ‘

ADJOURNMENT

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 12 o'clock
noon tomorrow.

The motion was agreed to; and at 5:57
p.m. the Senate adjourned until tomor-
row, Wednesday, February 27, 1974, at 12
o’clock noon.
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The House met at 12 o’clock noon.
The Chaplain, Rev. Edward G. Latch,
D.D., offered the following prayer:

Be not conformed to this world, but
be ye transformed by the renewing of
your mind, that yve may prove what is
that good, and acceptable, and perfect
will of God.—Romans 12: 2.

O God and Father of Mankind, in
whose will is our peace, in whose love is
our life, and in whose service is our joy,
send us forth info the demanding dufties
of these decisive days determined to be
loyal to the royval within ourselves and
ready to respond wholeheartedly to the
call “to be true for there are those who
trust us, to be pure for there are those
who care, to be strong for there is much
to suffer, and to be brave for there is
mauch to dare.”

In these critical times when our deci-
sions mean so much to our Nation, save
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us from thinking too highly of ourselves
and help us to live soberly, thinking
clearly, speaking carefully, and acting
courageously.

Eeep us ever mindful of the grand
traditions wherein we stand and the
great cloud of witnesses which daily sur-
round us in this historic Chamber. Give
to us now an unwavering faith in the
power of our presence, in the future of
our freedom, and in Thy providential
care which protects us and provides for
us always and ali the way.

In the spirit of Him who is the Lord of
Life we pray. Amen.

THE JOURNAL

The SPEAKER. The Chair has exam-
ined the Journal of the last day’s pro-
ceedings and announces to the House his
approval thereof.

Without objection, the Journal stands
approved.
There was no objection.

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Arrington, one of its clerks, announced
that the Senate had passed a bill and
concurrent resolution of the following
titles, in which the concurrence of the
House is requested:

5. 2394. An act to authorize the acquisition
of certain lands for addition to Rocky Moun-
tain National Park in the State of Colorado,
and for other purposes; and

8. Con. Res. 70. Concurrent resolution re-
lating to supply of wheat for domestic con-
sumption during the remeainder of the
1973-74 marketing year.

The message also announced that the
Vice President, pursuant to Public Law
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86-420, appointed Mr., MaNsFIELD, MTr.
HumperREY, Mr. MonTOYA, Mr. CHILES,
Mr. NunN, Mr. BiEN, Mr, HUDDLESTON,
Mr. Aixen, Mr. Javits, Mr. PErcy, Mr.
Fawwnin, and Mr, Domenict to the Mexico~
United States Interparliamentary Con-
ference to be held at Washington, D.C.,
May 13 to 18, 1974,

CALL OF THE HOUSE

Mr. GROSS. Mr. Speaker, I make the
point of order that a quorum is not
present.

The SPEAKER. Evidently a quorum is
not present.

Mr. O’'NEILL. Mr. Speaker, I move a
call of the House,

A call of the House was ordered.

The call was taken by electronic de-
vice, and the following Members failed
to respond:

[Roll No. 41]
Gubser
Hébert
Heckler, Mass.
Heinz
Hogan
Holifield
Howard
Jones, Tenn.
Elucmynski
Litton
McEwen
Maragiti
Meeds
Mills
Mink
Minshall, Ohio
Mosher
Moss
Murphy, N.Y.
Nichols
Peyser
Pike

Frelinghuysen FPowell, Ohio
Gray Preyer

The SPEAEER. On this rolleall 363
Members have recorded their presence
by electronic device, a quorum.

By unanimous consent, further pro-
;c;igings under the call were dispensed

D
Stubblefield
Sullivan
Teague
Vander Jagt
Vander Veen
Veysey
Ware
Wiggins
‘Wilson,

Charles, Tex.
Wright

CONFERENCE REPORT ON S. 386,
AMENDING THE URBAN MASS
TRANSPORTATION ACT OF 1964

Mr. PATMAN submitted the follow-
ing conference report and statement on
the bill (S. 386) to amend the Urban
Mass Transportation Act of 1964 to au-
thorize certain grants to assure adequate
commuter service in urban areas, and
for other purposes:

ConNrFERENCE RerORT (H. Repr. No. 93-813)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendments of the House to the bill (S. 386)
to amend the Urban Mass Transportation Act
of 1964 to authorize certain grants to assure
adequate commuter service in urban areas,
and for other purposes, having met, after
full and free conference, have agreed to
recommend and do recommend to their re-
spective Houses as follows:

That the Senate recede from its disagree-
ment to the amendment of the House to the
text of the bill, and agree to the same with
an amendment as follows: In lieu of the mat-
ter proposed to be inserted by the House
amendment insert the following:

That this Act may be cited as the “Emer-
gency Urban Mass Transportation Assistance
Act of 1874".

CONGRESSIONAL RECORD —HOUSE

TITLE I—EMERGENCY COMMUTER
RELIEF

FINDINGS

Sec. 101, The Congress finds—

(1) that over 70 per centum of the Na-
tion's population lives in urban areas;

(2) that transportation is the lifeblood of
an urbanized soclety and the health and wel-
fare of that soclety depends upon the provi-
Bion of efficlent economical and convenient
transportation within and between its urban
areas;

(3) that for many years the mass trans-
portation industry satisfled the transporta-
tion needs of the urban areas of the country
capably and profitably;

(4) that in recent years the maintenance
of even minimal mass transportation service
in urban areas has become so financially bur=-
densome as to threaten the continuation of
this essential public service;

(5) that the termination of such service
or the continued increase in its cost to the
user is undesirable, and may have a partic-
ularly serious adverse effect upon the welfare
of a substantial number of lower income per-
sons;

(6) that some urban areas are now en-
gaged in developing preliminary plans for, or
are actually carrylng out, comprehensive
projects to revitalize their mass transporta-
tion operations; and

(7) that immediate substantial Federal
assistance is needed to enable many mass
transportation systems to continue to pro-
vide vital service.

URBAN MASS TRANSIT PROGRAM; ASSISTANCE

TO MEET OPERATING EXPENSES

Sec. 102. (a) The Urban Mass Transporta-
tion Act of 1964 is amended by striking out
section 5 and Inserting in lleu thereof the
following new section:

“URBAN MASS TRANSIT PROGRAM

“Bec. 5. (a) As used in this section—

“(1) the term ‘construction’ means the
supervising, inspecting, actual building, and
all expenses incidental to the construction or
reconstruction of facilities and equipment
for use in mass transportation, including
designing, engineering, locating, surveying,
mapping, acquisition of rights-of-way, re-
location assistance, and acquisition and re-
placement of housing sites;

“(2) the term ‘Governor' means the Gov-
ernor, or his designate, of any one of the
fifty States or of Puerto Rico, and the
Mayor of the District of Columbia; and

“(3) the term ‘urbanized area’ means an
area Bo designated by the Bureau of the
Census, within boundaries which shall be
fixed by responsible State and local officials
in cooperation with each other, subject to
approval by the Secretary, and which shall
at a minimum, in the case of any such area,
encompass the entire urbanized area within
the State as designated by the Bureau of the
Census.

“(b) (1) Upon the enactment of the Emer-
gency Urban Mass Transportation Assistance
Act of 1974, the Secretary under regulations
appropriate thereto shall apportion the sums
authorized by subsection (c) for apportion-
ment in the fiscal years 1074 and 1975 to
urbanized areas In various States on the
basis of a formula under which each urban-
ized area or part thereof will be entitled to
receive an amount equal to the sum of—

“(A) one-half of the total amount so ap-
portioned multiplied by the ratio which the
population of such urbanized area or part
thereof, as designated by the Bureau of the
Census, bears to the total population of all
the urbanized areas in all the States as
shown by the latest available Federal census;

“(B) one-fourth of such total amount
multiplied by the ratio which the total num-
ber of revenue passengers carried by mass
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transportation systems in such urbanized
area or part thereof bears to the total num-
ber of such passengers carried by mass trans-
portation systems in all the urbanized areas
in all the States; and

“(C) "one-fourth of such total amount
multiplied by the ratlo which the total mass
transportation vehicle miles traveled in such
urbaniged area or part thereof bears to the
total mass rtation vehicle miles
traveled in all the urbanized areas in all the
States.

“(2) In any urbanized area in which at
least 76 per centum of the population is
served by a public transit authority or by
a local public body providing transit serv-
ices, a designated reciplent of the urbanized
area shall receive the funds apportioned
under paragraph (1). The Secretary, after
consultation with the transit authority or
the local public body providing such services,
and with other State and local public bodies
providing financial support to the transit
authority or public body, shall designate
such recipient.

*“(3) Where a recipient is not designated
under paragraph (2), funds apportioned for
use in any urbanized area shall be made
avallable to the Governor of the State In
which such area or part thereof is located
for use in such area or part thereof, for ex-
penditure on project development or dis-
tribution to a public transit authority or
local public body providing transit services
in accordance with subsection (1) and in
cooperation with appropriate local officials,
fncluding the chief elected officials of gen-
eral units of local government within such
urbanized area or part thereof.

“{e) (1) Sums apportioned to the desig-
nated reciplent of any urbanized area or to
the Governor under subsection (b) shall be
available for obligation by the recipient or
the Governor for a perlod of two years after
the close of the fiscal year for which such
sums are apportioned, and any amounts so
apportioned remaining unobligated at the
end of such period shall lapse and shall be
returned to the Treasury for deposit as mis-
cellaneous receipts.

“(2) To finance grants under this section
the Secretary is authorized to incur obliga-
tions on behalf of the United States in the
form of grant agreements or otherwise
in amounts  aggregated mnot to exceed

“(d) (1) The SBecretary may approve as a
project under this section, on such terms
and conditions as he may prescribe, (A) the
acquisition, construction, and improvement
of facilities and equipment for use, by oper-
atlon or lease or otherwise, in mass trans-
portation service, and (B) the payment of
operating expenses to improve or to con-
tinue such service.

*“(2) The Becretary shall issue such regula-
tlons as he deems necessary to administer
this subsection and subsection (e), includ-
ing regulations regarding maintenance of ef-
fort by States, local governments, and local
public bodies, the appropriate definition of
operating expenses, and requirements for
improving the efficlency of transit services.

“(e) The Federal share payable on account
of any project financed with funds made
avallable under this section shall not exceed
‘80 per centum of the cost of the project.
The remsainder of the cost of the project shall
be provided from sources other than Fed-
eral funds. Federal funds available for ex-
penditure for mass transportation projects
under this sectlon shall be supplementary
to and not in substitution for the average
amount of State and local government funds
and other revenues expended on the opera-
tlon of mass transportation service in the
area involved for the two fiscal years pre-
ceding the fiscal year for which the funds
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are made avallable; but nothing in this sen-
tence shall be construed as preventing State
or local tax revenues which are used for the
operation of mass transportation service in
the area involved from being credited (to
the extent necessary) toward the non-Fed-
eral share of the cost of the project for pur-
poses of the preceding sentence.

“(f) (1) As soon as practicable after the
apportionment pursuant to subsection (b)
has been made for any fiscal year, any ap-
plicant desiring to avail himself of the bene-
fits of this section shall submit to the Sec-
retary for his approval a program, or pro-
grams, of proposed projects for the utilization
of the funds authorized. The Secretary shall
act upon programs submitted to him as soon
as practicable, and he may approve a pro-
gram in whole or in part.

“{2) An applicant for assistance under
this section (other than a Governor) shall
submit the program or programs to the Gov-
ernor of the State affected, concurrently with
submission to the Secretary. If within 30
days thereafter the Governor submits com-
ments to the SBecretary, the Secretary shall
consider such comments before taking final
action on the program or programs.

"(g) (1) The Governor or the designated
reciplent of the urbanized area shall sub-
mit to the Secretary for his approval such
surveys, plans, specifications, and estimates
for each proposed project as the Secretary
may require. The Secretary shall act upon
such surveys, plans, specifications, and estl-
mates as soon as practicable after they are
submitted, and his approval of any such
project shall be deemed a contractual obli-
gation of the Federal Government for the
payment of its proportional contribution
thereto.

“(2) In approving the plans, specifications,
and estimates for any proposed project un-
der this section, the Secretary shall assure
that possible adverse economiec, social, and
environmental effects relating to the pro-
posed project have been fully considered in
developing the project, and that the final
decisions on the project are made in the best
overall public interest, taking into consid-
eration the need for fast, safe, and eficient
transportation, public services, and conserva-
tlon of environment and natural resources,
and the costs of eliminating or minimizing
any such adverse effects, including—

“(A) air, nolse, and water pollution;

“(B) destruction or disruption of man-
made and natural resources, aesthetlc values,
community cohesion, and the avallability of
public facilities and services;

“{C) adverse employment effects, and tax
and property value losses;

“(D) injurious displacement of people,
businesses, and farms; and

“(E) disruption of desirable community
and reglonal growth.

“{h) Upon submission for approval of a
proposed project under this section, the Gov-
ernor or the designated reciplent of the
urbanized area shall certify to the Secretary
that he or it has conducted public hearings
(or has afforded the opportunity for such
hearings) and that these hearings included
(or were scheduled to include) consideration
of the economic and social effects of such
project, its impact on the environment, in-
cluding requirements under the Clean Air
Act, the Federal Water Pollution Control
Act, and other applicable Federal environ-
mental statutes, and its consistency with
the goals and objectives of such urban plan-
ning as has been promulgated by the commu-
nity. Such certification shall be accompanied
by (1) a report which indicates the consid-
eration given to the economic, soclal, envi-
ronmental, and other effects of the proposed
project, including, for construction projects,
the effects of its location or design, and the
consideration 'given to the varlous alferna-
tives which were raised during the hearing
or which were otherwise considered, and (2)
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upon the Secretary's request, a copy of the
transcript of the hearings.

“(1) (1) The Secretary may d e any
of his responsibilities under this section with
respect to a project under this section upon
the request of any Governor or designated
recipient of the urbanized area by accepting
a certification by the Governor or his desig-
nee, or by the designated reciplent of the
urbanized ares, if he finds that such project
will be carrled out in accordance with State
laws, regulations, directives, and standards
establishing requirements at least equivalent
to those contained in, or issued pursuant to,
this section.

“(2) The Secretary shall make a final in-
spection or review of each such project upon
its completion and shall require an adequate
report of its estimated and actual cost, as
well as such other information as he defer-
mines to be necessary.

“(3) The Secretary shall promulgate such
guidelines and regulations as may be neces-
sary to carry out this subsection.

““(4) Acceptance by the Secretary of a cer-
tification under this section may be rescinded
by the BSecretary at any time if, In his
opinion, it 1s necessary to do so.

“(6) Nothing in this section shall affect
or discharge any responsibility or obligation
of the Secretary under any other Federal law,
including the National Environmental Policy
Act of 1960 (42 U.B.0. 4321 et seq.), section
4(f) of the Department of Transportation
Act (49 U.S.C. 1653(f)), title VI of the Civil
Rights Act of 1964 (42 U.S.C. 2000(d) et
seq.), title VIII of the Act of April 11, 1968
(Public Law 90-284, 42 U.8.C. 3601 et seq.),
and the Uniform Relocation Assistance and
Land Acquisition Policles Act of 1970 (42
U.8.0. 4601 et seq.) .

“(§)(1) As soon as practicable after the
plans, speclfications, and estimates for a spe-
cific project under this section have been ap-
proved, the Secretary shall enter into a for-
mal project agreement with the Governor or
designated reciplent of the urbanized area.
Such project agreement shall make provision
for non-Federal funds required for the State’s
or designated reciplent’'s pro rata share of
the cost of the project.

“(2) The Secretary may rely upon repre-
sentations made by the applicant with re-
spect to the arrangements or agreements
made by the Governor or the designated re-
cipient where a part of the project involved
is to be constructed at the expense of, or in
cooperation with, local subdivisions of the
State.

“(k) (1) The Secretary may in his discre-
tion, from time to time as the work pro-
gresses, make payments to the applicants for
costs of construction incurred by him or it on
& project, Such payments shall at no time ex-
ceed the Federal share of the costs of con-
struction incurred to the date of the
voucher covering such payment plus the Fed-
eral share of the value of the materials which
have been stockpiled In the vicinity of such
construction in conformity to plans and
specifications for the project. Such payments
may alsoc be made in the case of any such
materials not in the vicinity of such con-
struction if the Secretary determines that
because of required fabrication at an offsite
location the materials cannot be stockplled
in such vicinity.

“(2) After completion of a project in ac-
cordance with the plans and specifications,
and approval of the final voucher by the Sec-
retary, an applicant ghall be entitled to pay-
ment out of the sums apportioned to him of
the unpaid balance of the Federal share pay-
able on account of such project.

*“(8) No payment shall be made under this
sectlon except for a project covered by a
project agreement. -

‘“(4) In making payments pursuant to this
section, the Secretary shall be bound by the
limitations with respect to the permissible
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amounts of such payments contained in sub-
section (e).

“(6) Such payments shall be made to such
official or officials or depository as may be

‘designated by the Governor or designated

recipient of the urbanized area and author-
ized under the laws of the State to recelve
public funds of the State.

“(1) The Secretary shall not approve any
project under this section unless he finds
that such project is needed to carry out a
program, meeting criteria established by him,
for a unified or officially coordinated urban
transportation system as a part of the com-
prehensively planned development of the
urban area, and is necessary for the sound,
economic, and desirable development of such
area. A project under this section may not
be undertaken unless the responsible public
officials of the urbanized area in which the
project is located have been consulted and,
except for projects solely to pay operating
expenses, their views considered with respect
to the corridor, location, and design of the
project.

“(m) The Becretary shall not approve any
project under this section unless the appli-
cant agrees and gives satisfactory assurances,
in such manner and form as may be required
by the Secretary and in accordance with such
terms and conditions as the Secretary may
prescribe, that the rates charged elderly and
handicapped persons during nonpeak hours
for transportation utilizing or involving the
facilities and equipment of the project fi-
nanced with assistance under this sectlion
will not exceed one-half of the rates gen-
erally applicable to other persons, whether
the operation of such facilities and equip-
ment is by the applicant or is by another
entity under lease or otherwise,

“(n) (1) The provisions of sectlon 13(c)
and section 3(e)(4) shall apply in carrying
out mass transportation projects under this
section.

“(2) The provision of assistance under this
section shall not be construed as bringing
within the application of chapter 15 of title
5, United States Code, any nonsupervisory
employee of an urban mass transportation
system (or of any other agency or entity per-
forming related functions) to whom such
chapter is otherwise inapplicable.”

(b) Section 4(a) of such Act is amended
by striking out “Except as specified in section
5, no” and inserting in lieu thereof *“No".

INCREASE IN BASIC ASSISTANCE AUTHORITY

SEc. 103. (a) The third sentence of section
4(c) of the Urban Mass Transportation Act
of 1964 is amended—

(1) by striking out all that follows “which
amount may be increased"”; and

(2) by inserting in lieu thereof “to not
to exceed an aggregate of $310,000,000 prior
to July 1, 1972, not to exceed an aggregate
of $1,000,000,000 prior to July 1, 1873, not to
exceed an aggregate of $2,000,000,000 prior to
July 1, 1974, not to exceed an aggregate of
#3,000,000,000 prior to July 1, 1875, not to
exceed an aggregate of $4,500,000,000 prior
to July 1, 1976, not to exceed an aggregate of
$5,500,000,000 prior to July 1, 1977, and not
to exceed an aggregate of $6,100,000,000
thereafter.”

(b) The first sentence of section 4(c) of
such Act is amended by inserting imme-
‘diately before the period at the end thereof
the following: “to the extent thatv such
amounts are or were appropriated to finance
such grants and loans and have not been
reserved or made avallable for any other
purpose.”

(¢) The fourth sentence of section 4(c)
of such Act is amended by inserting after
“Act" the following: “(to the extent that
such amounts are or were appropriated to
finance the grants and loans described in the
first sentence of this subsection and have
not been reserved or made avallable for any
uther purpose) ",
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PROHIBITION AGAINST CHARGING OF EXTRA FARES
ON ASSISTED TRANSIT FACILITIES

Sec. 104. Sectlon 5 of the Urban Mass
Transportation Act of 1964 (as added by sec-
tlon 102(a) of this Act) is amended by adding
at the end thereof the following new sub-
section:

*“{o) No financial assistance shall be pro-
vided under this section to any designated
reciplent or Governor unless the applicant
agrees and gives satisfactory assurances, in
such manner and form as may be required
by the Secretary and in accordance with such
terms and conditions as the Secretary may
prescribe, that the rates charged for trans-
portation utilizing or involving the facilities
and equipment financed with such assistance
will be uniform (subject to any reasonable
charges which may be made for transfers),
and will not vary on the basis of length of
route or distance traveled except in accord-
ance with a zone system or other uniform
system which is in effect throughout the area
served by such facilities and equipment,
whether the operation of such facllities and
equipment is by the applicant or is by an-
other entity under lease or otherwise.”

ELIGIBILITY OF QUASI-PUBLIC DEVELOPMENT

CORPORATIONS

Bec. 105. (a) The first sentence of section
3(a) of the Urban Mass rtation Act
of 1964 {s amended by inserting “(1)" after
“financing”, and by inserting before the pe-
riod at the end thereof the following: *, and
(2) the establishment and organization of
public or quasi-public transit corridor de-
velopment corporations or entities”.

(b) The second sentence of section 3(a)
of such Act is amended to read as follows:
“Eligible facilities and equipment may in-
clude personal property including buses and
other rolling stock and real property includ-
ing land (but not public highways), within
the entire zone affected by the construction
and operation of translt Improvements, in-
cluding station sites, needed for an efficient
and coordinated mass rtation system
which is compatible with socially, econom-
ically, and environmentally sound patterns
of land use.”

COORDINATION OF URBAN MASS TRANSIT

PROGRAMS WITH MODEL CITIES PROGRAMS

Bec. 106. Section 103(a) of the Demonstra-
tlon Cities and Metropolitan Development
Act of 1966 Is amended—

(1) by redesignating paragraphs (4) and
(5} as paragraphs (5) and (6), respectively,
and

(2) by inserting after parsgraph (3) the
following new paragraph

“(4) any program whlch includes a trans-
portation component as a project or activity
to be undertaken meets the requirements of
section 8(e) of the Urban Mass Transporta-
tion Act of 1964;".

PROCUREMENT

Sec. 107. The fifth sentence of section 3(a)
of the Urban Mass Transportation Act of
1964 is amended by inserting before the pe-
riod at the end thereof the following: *, nor
shall any grant or loan funds be used to sup-
port procurements utilizing exclusionary or
discriminatory specifications”.

STUDY OF RURAL TRANSPORTATION NEEDS

Sec. 108. The Secretary of Transportation
shall conduct a full and complete study and
investigation of the public transportation
needs of rural and other nonurban areas in
the United States; giving particular atten-
tion to the needs of cities, towns, and other
political subdivisions (outside urban.areas)
‘having a population of 50,000 or less, and of
any changes in the Federal law which would
be required in order to meet such needs. The
Secretary shall report his findings and rec-
ommendations to the Congress within one
year after the date of the enactment of this
Act,
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INVESTIGATION OF SAFETY HAZARDS IN URBAN
MASS TRANSPORTATION SYSTEMS

BEc. 109. The Secretary of Transportation
shall investigate unsafe conditions In any fa-
cility, equipment, or manner of operation
financed under this Act which creates a se-
rious hazard of death or injury for the pur-
pose of determining its nature and extent
and the means which might best be em-
ployed to eliminate or correct it. If the Sec-
retary determines that such facllity, equip-
ment, or manner of operation is unsafe, he
shall require the State or local public body
or agency to submit to the Becretary a plan
for correcting the unsafe facility, equipment,
or manner of operation, and the Secretary
may withhold further financlial assistance to
the applicant until such plan is approved or
implemented.

FARES FOR ELDERLY AND HANDICAFFED PERSONS

Sec. 110. Nothing contained in this title
shall require the charging of fares to elderly
and handicapped persons.

TITLE II—FARE-FREE MASS TRANSPOR-
TATION DEMONSTRATIONS

Sec. 201. The Secretary of Transportation
(hereinafter referred to as the “Secretary”)
shall enter Into such contracts or other ar-
rangements as may be necessary for research
and the development, establishment, and
operation of demonstration projects to deter-
mine the feasibility of fare-free urban mass
transportation systems.

Sec. 202. Federal grants or payments for
the purpose of assisting such projects shall
cover not to exceed 80 per centum of the
cost of the project involved, including op-
erating costs and the amortization of capital
costs for any fiscal year for which such con-
tract or other arrangement is in effect.

Sec. 203. The Secretary shall select cities
or metropolitan areas for such projects in
accordance with the following:

(1) to the extent practicable, such cities or
metropolitan areas shall have a falling or
nonexistent or marginally profitable transit
system, a decaying central clty, automobile-
caused air pollution problems, and an im-
moblle central city population;

(2) several projects should be selected
from citles or metropolitan areas of differing
sizes and populations;

(3) a high level of innovative service must
be provided including the provision of cross-
town and other transportation service to the
extent necessary for central city residents
and others to reach employment, shopping,
and recreation; and

(4) to the extent practicable, projects uti-
lizing different modes of mass transportation
shall be approved.

Sec. 204. The Secretary shall study fare-
free systems assisted pursuant to this title,
and other financially assisted urban mass
transportation systems providing reduced
fares for the purpose of determining the fol-
lowing:

(1) the effects of such systems on (1) ve-
hicle trafic and attendant air pollution, con-
gestion, and noilse, (i1) the mobility of urban
residents, and (ili) the economic viabllity of
central city business;

(2) the mode of mass rtation that
can best meet the desired objectives;

(8) the extent to which frivolous ridership
increases as a result of reduced fare or fare-
free systems;

(4) the extent to which the need for urban
highways might be reduced as a result of
reduced fare or fare-free systems; and

(5) the best means of financing reduced
fare or fare-free transportation on a con-
tinuing basis.

Sec. 205. The Secretary shall make annual
reports to the Congress on the information
gathered pursuant to section 204 of this title
and shall make a final report of his findings,
including any recommendations he might
have to implement such findings, not later
than June 30, 1975.
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SEc. 206. In carrying out the provisions of
this title, the Secretary shall provide ad-
visory participation by interested State and
local government authorities, mass transpor-
tation systems management personnel, em-
ployee representatives, mass transportation
riders, and any other persons that he may
deem necessary or appropriate.

Sec. 207. There is hereby authorized to be
appropriated not to exceed $20,000,000 for
each of the fiscal years ending on June 30,
1974, and June 30, 1975, respectively, to carry
out the provisions of this title.

And the House agree to the same.

That the House recede from its amend-
ment to the title of the bill.

WRIGHT PATMAN,
JosEPH G. MINISH,
ToM GETTYS,

Jma HANLEY,

FrRANK J. BRASCO,
Epwaep I, KocH,
WriLLIAM COTTER,
ANDREW YoOUNG,

JOHN J. MOAKLEY,
GARRY BROWN,
WoLiam B, WIDNALL,
LAWRENCE G. WILLIAMS,
STEWART B. McKINNEY,
on the Part of the House.

JOHN BPARKEMAN,
WiLLIAM PROXMIRE,
HARRISON WILLIAMS,
JouN TOWER,
EpwWARD BROOKE,
Managers on the Part of the Senate.

JOINT EXPLANATORY STATEMENT OF THE CoM-
MITTEE OF CONFERENCE

The managers on the part of the House
and the Senate at the conference on the dis-
agreeing votes of the two Houses on the
amendment of the House to the bill (S. 386)
the Emergency Urban Mass Transportation
Assistance Act of 1974, submit the following
Joint statement to the House and the Sen-
ate in explanation of the effect of the action
agreed upon by the managers and recom-
monded in the accompanying conference re-

The House struck out all of the Senate bill
after the enacting clause and inserted a sub-
stitute amendment.

The Committee of Conference has agreed
to a substitute for both the Senate bill and
the House amendment. Except for clarify-
ing, clerical, and conforming changes, the
differences are noted below:

DEAFT OF JOINT STATEMENT OF MANAGERS ON
CONFERENCE REFPORT TO ACCOMPANY 5. 386,
THE EMERGENCY URBAN MASS TRANSPORTA=-
TION ASSISTANCE ACT OF 1974

Statement of findings

The short title of the House amendment
was cited as the “Urban Mass Transportation
Assistance Act of 1974”. The Senate short
title of the bill was cited as the “Emergency
Commuter Rellef Act”. The conference report
cites the bill as the “Emergency Urban Mass
Transportation Assistance Act".

The House amendment contained no Con-
gressional statement of findings. The Senate
bill contained seven statements of findings
which outlined the importance and necessity
of quality urban mass transportation for the
United States. The conference report con-
tains the Senate findings.

Operating assistance

The House amendment contained a pro-
vision providing that operating assistance
grants would be on a formula basis to reflect
equally (1) the population of the area served
by the mass transit system In relation to the
total population of the U.S.A, (2) the num-
ber of revenue passengers carried by a mass
transportation system in relation to the total
number of passengers of mass transportation
systems throughout the country, and (3)
revenue vehicle miles travelled by an urban
mass transit system in relation to the total
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number of revenue vehicle miles travelled by
mass transit systems throughout the coun-
try. Operating assistance grants would be 100
percent Federal grants. The House amend-
ment also provided that no assistance shall
be provided under this provision unless the
rates charged the elderly and handicapped
during nonpeak hours of transportation will
not exceed one-half of the rates generally
applicable to other persons.

The Senate bill provided the Secretary
with discretionary contract authority to allo-
cate funds under the bill in the form of
either grants or loans. However, the Secretary
could not allocate more than 1214 percent
of the total authorization to any one state ex-
cept that 15 percent of the aggregate amount
of grant funds may be used by the SBecretary
without regard to this limitatlion for grants
in states where more than two-thirds of
maximum amounts of funds permitted under
this provision has been obligated. The Sen-
ate bill provided a grant ratlo of two-thirds
Federal and one-third local contribution, and
prohibjted financial assistance unless the ap-
plicant has submitted to the Secretary a
comprehensive mass transportation plan in-
cluding reasonable fare structure and the
assurance that the system is providing effi-
clent operations in accordance with regula-
tion promulgated by the Secretary. The Sen-
ate bill provided that any grant shall not
exceed twice the amount of financial assist-
ance provided by the State or local source.
The Senate bill required the submission by
the applicant of an annual report describing
the implementation of its mass transporta-
tion service improvement plan.

The conference report contalns generally
the House formula based on three factors of
population, revenue passengers, and vehicle
miles. The funds would be distributed ac-
cording to a formula to the urbanized areas
of each SBtate, The conference report would
allocate the funds under a formula based
upon three factors weighted as follows: 50
percent of the population of the area served
by the mass transportation system, 26 per-
cent of the total number of revenue passen-
gers carried by the system, and 25 percent
of the total revenue vehicle miles travelled
by the system. The population, passengers,
and miles of each eligible recipient would be
welghted against the total population, pas-
sengers, and miles of all designated recipients
and the Tunds distributed accordingly.

The Federal share for such grants would
not exceed 80 percent of the cost of the
project with the remaining funds to be pro-
vided by the applicant. State or local tax rev-
enues which are used for the operation of
mass transportation service in the area in-
volved may be credited toward the non-
Federal share of the cost of the project. To
be eligible for grants under this provision,
the recipient must continue to maintain
State and local operating and capital funds,
and the transit system must maintain other
revenues such as adyertising, concessions,
and property leases. This maintenance of
effort provisions i{s to be a two-year average
of the total of State and local funds used to
finance operating costs, and State and local
funds used to finance the 1ocal share of Fed-
eral capital grant funds.

The conferees agreed that every effort
would be made to hold hearings as soon as
possible on the Administration’s mass
transit proposals. Included in these hearings
would be consideration of whether the con-
tributions of local government to operating
deficits should become part of the distribu-
tion formula. The conferees discussed the
measurement of local taxes as a factor in the
distribution formula, but because of insuffi-
cient Information and the emergency situa-
tion that now exists in mass transit, a de-
cision was deferred, The conferees agreed
that the legislation was short term and that
the issue of local taxing effort would be
thoroughly explored in subsequent hearings.

The conference report provides that the
$800 million will be in the form of contract
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authority to be used for either operating
assistance or capital grants at the option of
local authorities. These funds may be made
available immediately for obligation during
fiscal years 1974 and 1975. These funds would
come solely from general treasury revenue
funds and would in no part come from the
highway trust fund.

The grants under this provision would be
made to designated recipients in urbanized
areas In which at least 75 percent of the
population is served by a public transit au-
thority, or by a local public body providing
transit services. These designated recipients
shall be chosen by the Secretary of Trans-
portation after consultation with the appro-
priate State and local public bodies. Where
«such a reciplent is not in existence, the
funds apportioned for the urbanized area
shall be available to the Governor of the
State for distribution to these areas. Mass
transportation systems recelving assistance
under this provision must charge half fares
to the elderly and the handicapped during
non-peak hours. In the case of areas served
by privately owned bus operators, the appli-
cant will be the governor or designated re-
ciplent as who shall include only those ele-
ments of population, ridership and vehicle
miles it intends to seek financial assistance
for. The governor or designated reciplent
may add criterla to condition the pass
through of the funds to the private body,
but it is intended that the private operator
should receive its proportionate share.

The Governor or the designated reciplent
of the urbanized area shall submit to the
Secretary for his approval such surveys,
plans, specifications, and estimates for each
proposed project as the Secretary may re-
quire. In addition, the Governor or the des-
ignated recipient must certify to the Secre-
tary that he has conducted public hearings
or afforded the opportunity for such hearings.

The conferees recognize that In order to
minimize the deficits now being incurred,
all possible efficlencies of operation should
be encouraged. There is also a need to im-
prove the operating systems and eliminate
inefficlencies in them. The conferees desire
that no part of this conference report shall
be construed to 1imit or alter the responsibil-
ity of each recipient of assistance from initl-
ating and implementing all necessary and
desirable efficlencles.

Reallocation of Capital Grant Funds

The House amendment provided for the
establishment of a new schedule for the dis-
bursement of the existing $6.1 billion in capl-
tal grant funds already authorlzed to be ap-
propriated to liguldate contracts: $310 mil-
lion for fiscal year 1972; &1 billion for fiscal
year 1973; $2 billion for fiscal year 1974; 83
billion for fiscal year 1975; #4.5 billlon for
fiscal year 1976; and $5.5 billion for fiscal
year 1977, and not to exceed $6.1 billlon
thereafter. The Senate bill contains no simi-
lar provision and the conference report re-
tains the House provision.

The House amendment contalned a pro-
vision that capital grant contracts shall not
be reserved or made available for any other
purpose than is otherwise stated in section
4(c) of the Urban Mass Transportation Act.
The Senate blll contained no similar pro-
vision. The conference report retains the
House provision.

Prohibition Against Charging Extra Fares
on Assisted Transit Facilities

The House amendment contalned a pro-
vision prohibiting financial assistance under
the Urban Mass tlon Act to any
mass transit system charging fares that vary
on the basis of length of route or distance
travelled except in accordance with a zone
system or other uniform system which is in
effect throughout the area served by such
mass transit facllity and equipment., The
Senate bill contalned no similar provision.
The conference report retalns the House pro-
vision with an amendment limiting this pro-
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hibition to those assisted under section 102
of this Act.

Eligibility of Quasi-Public Development

Corporations

The House amendment contained a provie
sion making eligible for capital grants quasi-
public transit corridor corporations and
would expand the definition of facilitles
eligible for such grants to include station
sites and transit corridors. The Senate bill
contalned no similar provision. The con-
ference report contains the House provision.
Coordination of Urban Mass Transportation

Programs With Model City Programs

The House amendment contained a provi-
slon requiring that model city transit pro-
grams must comply with the labor provi-
slons of the Urban Mass Transportation
Act, The Senate bill contalned no simlilar
provision. The conference report retains the
House provision.

Bole Source Procurements

The House amendment contained a provi-
slon prohibiting except in unusual circum-
stances, sole source procurements utilizing
exclusionary or discriminatory specifications.
The Senate bill contained no similar provi-
sion. The conference report contains the
House provision with an amendment that
strikes out the reference to sole source pro=-
curements, but would retain the prohibition
on exclusionary or discriminatory specifica-
tions.
Limitation of Mass Transit Funding Related

to Pupil Transportation

The House amendment contained a provi-
sion prohibiting financial assistance to any
eligible mass transit agency involved direct-
1y or indirectly in transporting school chil-
dren or school personnel in competition to
or supplemental service concurrently pro-
vided by public transportation companles
except that it would not apply with respect
to a mass transit system that was so engaged
at any time during the 12-month period
immediately prior to the date of enactment
of this provision. The Senate bill contained
no similar provision and none s contained
in the conference report.

Study of Rural Transportation Needs

The House amendment contained a provi-
slon directing the Secretary of Transpor-
tatlon to conduct a full and complete study
and investigation of the public transpor-
tation needs of rural, and other nonurban
areas of the United States glving particular
attention to those communities having a
population of 50,000 or less. The Senate bill
contained no similar provision. The confer-
ence report retains the House provision.

Investigation of Safety Hazards

The House amendment contained a provi-
sion directing the Secretary of Transporta-
tion to conduet investigations into unsafe
conditions in any facility, equipment, or op-
eration financed under the Act which cre-
ates serlous safety hazards and would direct
the Secretary to require maas transit systems
to submit a plan for correcting any unsafe
conditions and directs him to withhold fur-
ther financial assistance until such plan is
approved or implemented. The Senate bill
contained no slmilar provision. The confer=
ence report retains the House provision.

EFlimination of Assistance in the Form

of Project Loans

The House amendment contained a provi-
sion that eliminated assistance in the form
of loans under the capital grant program. The
Senate bill contalned no similar provision
and mone 1s contained in the conference
report,

Fares Tor Elderly and Handicapped

The House amendment contained a clari-
filcation with regard to the fares for elderly
and handicapped persons. The clarification
specified that fares for such persons may be
lower than one-half the regular fare. The
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Senate bill contained no similar provision.
The conference report contains the House
provision.

Demonstration Projects for Free Fares

The Senate bill contained provisions au-
thorizing the Secretary of DOT to enter into
contracts or other arrangements for research,
development, establishment, and operation of
demonstration projects to determine feasi-
bility of free fare urban mass transit sys-
tems. Federal grants for such payments shall
cover not to exceed 80 percent of the cost
of the project. This provision authorizes not
to exceed $20 million for fiscal year 1974 and
820 million for fiscal year 1975.

WRIGHT PATMAN,
JosepH G, MINISH,
ToMm GETTYS,
Jim HANLEY,
FraNE J. Brasco,
Epwarp I. KEocH,
WriLrLiaM COTTER,
ANDREW YOUNG,
JoHN J. MOAKLEY,
GarrY BROWHN,
Wirriam B. WIDNALL,
LAWRENCE G. WILLIAMS,
STEWART B. MCEINNEY,
Managers on the Part of the House,
JOHN SPARKMAN,
WiLLIAM PROXMIRE,
HARRISON WILLIAMS,
JoHN TOWER,
EpwarD BROOKE,
Managers on the Part of the Senate.

CONGRESSIONAL PAY RAISE

(Mr. MONTGOMERY asked and was
given permission to address the House
for 1 minute and to revise and extend his
remarks.)

Mr. MONTGOMERY. Mr. Speaker, I
was greatly disappointed last week when
the House Post Office and Civil Service
Committee failed to muster a quorum to
reach a decision one way or another on
the resolution to disapprove the Presi-
dent’s recommended pay raise for Mem-
bers of Congress. I feel this matter
should be brought to the house floor for
a vote and certainly hope the discharge
petition will receive the required num-
ber of signatures.

I do not feel that Members of Con-
gress are entitled to any additional com-
pensation until we begin exhibiting a
sense of fiscal integrity to stem the tide
of inflation and bring a measure of relief
for the hard pressed American taxpayers.

The pocketbooks of the American peo-
ple cannot afford a pay raise for Members
of Congress that will amount to over $5
il;i%]ﬁion a year in additional funds by

Mr. Speaker, I urge my colleagues to
sign the discharge petition and bring
this pay raise recommendation to the
House floor for a vote. Those who favor
the increased pay should be willing to go
on record with their yea vote and those
of us who oppose the pay raise will be
very willing to express our opposition
with a loud and resounding “no.”

MAJORITY LEADER THOMAS P.
O’NEILL, JR., SAYS NIXON POLICY
MEANS MORE INCREASES IN FOOD
AND FUEL PRICES

(Mr. O'NEILL asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)
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Mr. O’'NEILL. Mr. Speaker, it is all
very well for President Nixon to say the
energy crisis is over. He does not have to
wait in gas lines.

I am sure that his pronouncement was
small comfort to everyone lined up out
there in Washington’s' 20-degree cold
this morning, waiting to get gas.

President Nixon made it clear at last
night's press conference that he intends
to let prices ration fuel. That means the
lines will get shorter because people will
not be able to afford gasoline.

The President said that ftwo-thirds
of the inflation we suffered last year was
caused by fuel and food prices. What
does he propose to do about it?

First, he attacks Congress for trying
to pass legislation aimed at holding fuel
prices to reasonable levels. On the food
front, the Secretary of Agriculture is
still worrying about foreign markets
while people here at home are paying
more for less in the supermarkets.

Americans are faced with a bread and
meat shortage; yet, the administration
expects us to outbid other countries for
the food that our Nation produces.

Congress is trying to meet its responsi-
bilities by passing a law to deal with the
energy crisis, to prevent profiteering and
to hold down inflationary pressures. Now
President Nixon says he will veto it. For
a nation already beset with infiation,
rising unemployment and impending re-
cession, it is regretable that the Presi-
dent seems content.

CONGRESSIONAL PAY RAISES

(Mr. BURLISON of Missouri asked
and was given permission to address the
House for 1 minute, to revise and extend
his remarks, and include extraneous
matter.)

Mr. BURLISON of Missouri. Mr.
Speaker, apparently this is the week that
the Congress is making a determination
on whether there will be a pay raise for
legislative, executive, and judicial offi-
cials of the Government. This procedure,
under the law, was supposed to have
arisen 1 year ago, but was delayed by the
President. It seems the President con-
tinues to succeed in placing the Congress
in the very worst light by forcing the
matter at this time.

Salaries in the above-mentioned cate-
gories were last increased in January
1969. Federal civil service employees
have been increased 36.5 percent since
that time. The cost of living index—Con-
sumer Price Index—has increased 28.4
percent. Increases for salaries and wages
in the private sector have been 28 per-
cent for the same period. Social security
benefits have been increased 70 percent.

So we see that a strong case can be
made for increasing the salaries even
more than the 7.5 percent that is being
proposed. In faet, equity would seem to
dictate it. At the same time, I have con-
sistently voted and stood against con-
gressional pay increases since I have been
in the Congress—since 1969—in view of
the battle against inflation which must
be waged by our Government and the
need to set an example in the realm of
fiscal responsibility.

Not only am I publicly announcing my
opposition to the pay raise, I intend to
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sign the discharge petition to force a
vote on this issue on the House floor.

THE SHORTAGE OF FUEL AND

(Mr. MATHIS of Georgia asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

Mr. MATHIS of Georgia. Mr. Speaker,
it sometimes amazes me that after Con-
gress focuses attention on the severity of
certain problems, the Department of
Agriculture is quick to acknowledge that
a problem does exist even though they
have repeatedly stated that no such
problem exists.

Such a case is the extreme shortage
of fuel and fertilizer for the 1974 crop
year. At the present time my bill to im-
pose an embargo on exports of fertilizer
until the domestic supply is adequate
has 60 cosponsors and apparently the
Department is paying attention.

The press release from the Depart-
ment of Agriculture dated yesterday
states that nitrogen fertilizer is short in
29 States and tight in 15. It also states
that phosphate and potash supplies were
reported up somewhat from 2 weeks ago
but phosphate was still short in 30 States
and potash in 24.

I challenge Secretary Butz to reap-
praise the Department’s estimates on
total vields for the 1974 crop and to
realistically approach this problem
rather than painting rosy pictures to the
American consumers.

PENDING ACTION ON PAY
INCREASES

(Mr. GROSS asked and was given per-
mission to address the House for 1 min-
ute and to revise and extend his re-
marks.)

Mr. GROSS. Mr. Speaker, I have
pending before the Committee on Rules
House Resolution 900 for the purpose of
discharging the Committee on Post Of-
fice and Civil Service from further con-
sideration of House Resolution 807, dis-
approving a pay raise for Members of
Congress, the Federal Judiciary, and the
elite corps in the executive branch of
Government.

Those Members desiring to vote on the
resolution disapproving the proposed pay
increases for those whom I have enu-
merated should contact the members of
the Committee on Rules or write letters
today to every member of that commit-
tee urging that House Resolution 900 be
brought to the House floor for immediate
consideration.

IN OPPOSITION TO THE PROPOSED
PAY INCREASES

(Mr. MAYNE asked and was given per-
mission to address the House for 1 min-
ute, to revise and extend his remarks.)

Mr. MAYNE, Mr. Speaker, I certainly
wish to commend my colleague, the gen-
tleman from Iowa (Mr, Gross) for the
statement he has made. I support him
in his effort to block this untimely and
unwise congressional pay increase, and I
want the gentleman to know that I have
already written the chairman and all
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members of the Committee on Rules last
Friday urging that his resolution, H.R.
900, and a similar resolution, H.R. 911,
filed by me on Thursday to block the sal-
ary hike, be taken up immediately by that
committee.

Mr. Speaker, I appeal to all Members
to join Mr. Gross in this fight. A pay in-
crease at this time would seriously
undermine the national effort to curb in-
flation. Allowing the recommendation of
the Presidential commission to go into
effect automatically while we look the
other way will further reduce public con-
fidence in the Congress which has al-
ready hit an all-time low. The Nation is
watching to see if a Congress, which has
been asking everyone else to tighten belts
and make sacrifices, will now turn its
back on economy when its own pocket-
book is involved. If Congress accepts such
an increase for itself, it will be at the
merey of every pressure group which lob-
bies for higher profits, higher wages, and
more Government spending to benefit its
own special interest. Clearly, we should
not abdicate our own personal responsi-
bility to do what we can to hold the line
on spending and check inflationary pres-
sures.

Mr. Speaker, it is particularly impor-
tant that no pay increase should be put
into effect in the manner in which this
one is proposed, going automatically into
effect through the guise of a commis-
sions’ recommendation. At the very least,
every Member should stand up and be
counted on this very important issue.

Mr. SCHERLE. Mr. Speaker, will the
gentleman yield?

Mr., MAYNE. I am happy to yield to
the gentleman from Iowa.

Mr, SCHERLE. Mr, Speaker, I do not
know if my colleague, the gentleman
from Iowa, is aware of the Senate’s re-
cent action on this legislation.

It is my understanding that the other
body has exempted Members of Con-
gress from the increase. However, in
committee they authorized an increase
pay boost for members of the Judiciary
and for fat bureaucrats throughout the
Nation.

Mr. MAYNE. Mr. Speaker, I know not
what if any action the Senate may
finally take, but I very strongly feel that
we in the House should ourselves act
responsibly by moving promptly and
decisively to block our pay increase while
there is yet time. We should not rely
gmn what the Senate may or may not

0.

We can do this by persuading the
Rules Committee to approve the resolu-
tions which the gentleman from Iowa
(Mr. Gross) and I have introduced.

AN END TO PRICE FIXING

(Mr. YOUNG of South Carolina asked
and was given permission to address the
House for 1 minute and to revise and ex-
tend his remarks and include extraneous
madtter.)

Mr. YOUNG of South Carolina. Mr.
Speaker, the great strength of our politi-
cal system is its realism. Our forefathers
gave us a structure that does not ignore
the flawed nature of man, but builds
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from it a wonderful array of checks and
balances.

Showing similar wisdom, we here
should give up our attempt to ignore the
nature of economic man., Trying to re-
write the law of supply and demand is
an effort doomed to failure. A resource, a
service, or a manufactured item is worth
whatever others are willing to pay for it
to the one who possesses it. When gov-
ernment tells the seller he may not re-
ceive the worth of what he is selling, he
discontinues his trade in that item. If the
item had any economic usefulness to
start with, its removal from the market-
place has repercussions that none of us
view as desirable.

It forces those who had depended upon
that item to do without, and it encour-
ages those who have possession to
hoard—waiting for the end of controls,
or the beginnings of a black market.

In my own district we have already
seen the shortages—in textiles, fertilizer,
steel, and farm equipment. We in the
Congress must allow our fixing of wages
and prices to stop before our production
channels are so hopelessly distorted that
the free market and consumer choice be-
come historical curiosities.

Mr. Speaker, I would also like to join
with my colleague, the gentleman from
Iowa, concerning the pay raise for the
House.

We ran for this office on a fixed salary
of $42,500. This was a contract, as far
as I am concerned. This is a very bad
way for us to operate, for we are not
facing up to the facts. We should either
vote up or down on a pay raise.

Mr. Speaker, I object to the way in
which this is being done.

PERMISSION FOR COMMITTEE ON
RULES TO FILE CERTAIN PRIV-
ILEGED REPORTS

Mr. SISK. Mr. Speaker, I ask unani-
mous consent that the Committee on
Rules may have until midnight tonight
to file certain privileged reports.

The SPEAKER. Is there objection to
the request of the gentleman from Cali-
fornia?

There was no objection.

. HR. 2, EMPLOYEE BENEFIT
SECURITY ACT

Mr. SISK. Mr. Speaker, by direction
of the Committee on Rules, I call up
House Resolution 896 and ask for its
immediate consideration.

The Clerk read the resolution as
follows:

H. Res. 806

Resolved, That upon the adoption of this
resolution it shall be in order to move, clause
T of rule XIII to the contrary notwithstand-
ing, that the House resolve itself into the
Committee of the Whole House on the State
of the Union for the consideration of the
bill (H.R. 2) to revise the Welfare and Pen-
sion Plans Disclosure Act. After general de-
bate, which shall be confined to the bill and
shall continue not to exceed four hours, two
hours to be equally divided and controlled
by the chairman and ranking minority mem-
ber of the Committee on Education and
Labor, and two hours to be equally divided
and controlled by the chairman and ranking
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minority member of the Committee on Ways
and Means, the bill shall be read for amend-
ment under the five-minute rule. It shall be
in order to consider without the intervention
of any point of order, in lieu of the commit-
tee amendment now printed Iin the bill H.R.
2, as one amendment in the nature of a sub-
stitute for the bill H.R. 2 the text of the bill
H.R. 12906 as title I of sald substitute and
the text of the bill HR. 128565 as title II of
sald substitute. Sald substitute shall be read
as an original bill for the purpose of amend-
ment under the five-minute rule by parts
instead of by sections, and title IT of said
substitute shall be considered as having been
read for amendment. No amendments shall
be in order to title IT of sald substitute ex-
cept amendments offered by direction of the
Committee on Ways and Means, which
amendments shall be in order, any rule of
the House to the contrary notwithstanding
and which shall not be subject to amend=-
ment, and germane amendments to subsec-
tions 2001(a) (1) (A), 2001(a) (2), 2001(b)
and 2001(a) (3) of title IT relating to the
maximum dollar amount or maximum per-
centage deductible for contributions on be-
half of self-employed individuals and share-
holder-employees. At the conclusion of the
consideration of HR. 2 for amendment, the
Committee shall rise and report the bill to
the House with such amendments as may
have been adopted, and any Member may
demand a separate vote in the House on any
amendment adopted in the Committee of
the Whole to the bill or to the amendment
in the nature of a substitute made in order
by this resolution. The previous question
shall be considered as ordered on the bill
and amendments thereto to final passage
without intervening motion except one mo-
tion to recommit with or without instruc-
tions.

The SPEAKER. The gentleman from
California (Mr. Sisk) is recognized for
1 hour.

Mr. SISK. Mr. Speaker, I yield 30 min-
utes to the gentleman from Illinois (Mr.
ANDERSON), pending which I yield my-
self such time as I may consume.

Mr. Speaker, House Resolution 896 pro-
vides for a modified open rule with 4
hours of general debate, 2 hours to be
equally divided and controlled by the
chairman and ranking minority member
of the Committee on Education and
Labor, and 2 hours to be equally divided
and controlled by the chairman and
ranking minority member of the Com-
mittee on Ways and Means, on H.R. 2,
a bill to revise the Welfare and Pension
Plans Disclosure Act.

House Resolution 896 provides that it
shall be in order to consider without the

intervention of any point of order, in

lieu of the committee amendment now
printed in the bill H.R. 2, as one amena-
ment in the nature of a substitute for
the bill HR. 2, the text of the bill HR.
12906 as title I of the substitute and
the text of the bill H.R. 12855 as title IT
of the substitute.

House Resolution 896 provides the sub-
stitute shall be read as an original bill
for the purpose of amendment under the
5-minute rule by parts instead of by
sections, and title IT of the substitute
shall be considered as having been read
for amendment.

House Resolution 896 also provides
that no amendments shall be in order
to title II of the substitute except:
First, amendments offered by direction
of the Committee on Ways and Means,
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which shall be in order, any rule of the
Rules of the House of Representatives
to the contrary notwithstanding and
which shall not be subject to amend-
ment: and second, germane amendments
fo subsections 2001(a) (1) (A), 2001(a)
(2), 2001(b) and 2001(e)(3) of title II
relating to the maximum dollar amount
or maximum percentage deductible for
contributions on behalf of self-employed
individuals and shareholder-employees,
commonly known as the “Keogh plan.”

Both titles I and II of the substitute
include similar provisions dealing with
participation and coverage, vesting and
funding of individual private pension
rights. The substitute requires com-
panies having pension plans to extend
coverage to all employees who have
reached the age of 25, with at least 1
year of service to the company. It also
requires the adoption of one of three
minimum vesting standards: First,
graduated vesting beginning with at
least 25 percent after 5 years, increasing
to 100 percent after 15 years; second,
100 percent after 10 years; or third, 50
percent when years of service and age
of employee total 45 and 10 percent per
Yyear over the next 5 years.

In addition to the above provisions,
title II increases the tax deduction
allowed for retirement plans for self-
employed persons from the present 10
percent of earnings up to $2,500 to 15
percent of earnings up to $7,500. Title II
also permits individuals not covered by
qualified or Government pension plans
to take a deduction of up to 20 percent
of their earned income, not to exceed
$1,500.

Mr. Speaker, I urge the adoption of
House Resolution 896 in order that we
may discuss and debate HR. 2.

Mr. ANDERSON of Illinois. Mr.
Speaker, I yield myself such time as I
may consume.

Mr. Speaker, this rule, House Resolu-
tion 896, that will, if adopted, make in
order consideration of the Employee
Benefit Security Act, or the bill that is
more commonly referred to, I think, in
popular parlance, as pension reform, is a
most unusual rule, and therefore I think
requires some comment from both sides
of the aisle.

Mr. Speaker, we are confronted with a
very unusual situation, and one. in all
candor, with which I am not completely
happy.

What happened is that the Committee
on Rules met in the 1st session of this
93d Congress on the 24th of October of
1973 to consider legislation that had been
referred out of the House Committee on
Education and Labor on the subject of
pension reform. At that time we were
confronted with the fact that the Com-
mittee on Ways and Means, which also
claims jurisdiction in this area, had not
completed work on a bill of its own.
In an effort—and understandably so, I
think—to accommodate that committee
and to make it possible for them to pre-
sent their ideas as well before the Com-
mittee on Rules, we deferred any final
consideration of the matter.

We next met on the 30th of October,
1973, for the same purpose, and at that
time again we found that there had been
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an inability 'on the part of these two
very important committees of the House,
the Committee on Education and Labor
and the Committee on Ways and Means,
to reconcile their conflicting approaches
to this particular matier.

So again our hearings were continued
over until the 2d session of this 93d
Congress when we met again on the 29th
of January of 1974, Again the Committee
of Rules found itself confronted with a
situation where, even though, as I recall
it, both the acting chairman of the Com-
mittee on Ways and Means and the
chairman of the subcommittee, the
gentleman from Pennsylvania (Mr.
DenT) appeared before our committee,
there was no clear agreement or con-
sensus as to the manner in which this
bill should be handled in all of its phases
here on the floor of the House. It was
therefore not until the 19th of February
of 1974 that these gentlemen again came
before the Committee on Rules and pre-
sented what we have essentially before
us today in House Resolution 896.

What it does, in essence, is to make in
order the consideration of not just one
bill, but actually two pension reform
bills, one, as I explained before, worked
out in the Committee on Education and
Labor, and the other one eminating from
the Committee on Ways and Means.

In all frankness, Mr. Speaker, I would
have much preferred the opportunity
this afternoon and in the time that we
spend on this very important subject
matter, a simple rule which would have
provided for the consideration of a single
‘pension reform bill, under the circum-
stances that would have permitted
proper amendments from anyone offer-
ing them here on the floor of the House.

Mr. Speaker, House Resolution 896 is
an unusual rule because this is an un-
usual situation, and, I might add, a situ-
ation with which I am not entirely
happy. For what this rule really does is
to make in order the consideration of
not one but two pension reform bills—
one from the Education and Labor Com-
mittee and the other from the Ways and
Means Committee. I would have much
preferred bringing out a simple rule pro-
viding for the consideration of just one
pension bill, and our Rules Committee
made every effort to bring these two com-
mittees together for the purpose of draft-
ing a consolidated bill. But even the
powerful Rules Committee was not able
to pull off this miracle of compromise and
reconciliation, and so we are faced today
with the difficult task of considering two
separate, yet overlapping, pension bills
simultaneously.

I think this is especially unfortunate
because this means that we are superim-
posing on the already complex issue of
pension reform a most complex parlia-
mentary situation, and as debate on the
rule and the bill proceeds, the truth of
this understatement will become self-
evident. It is most regrettable that so
much of our energy and attention will be
focused today on the procedural aspects
of the proceedings to the detriment of
the substantive aspects of these pension
reform bills.

The rule now before us provides for 4
hours of general debate on HR. 2, to be
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equally divided between the Ways and
Means and Education and Labor Com-
mittees, and it also makes in order as a
substitute for HR. 2, two bills: H.R.
12906, a revised version of HR. 2 as re-
ported from Education and Labor, which
shall be considered title I of the substi-
tute; and H.R. 12885, as reported from
Ways and Means, which shall be consid-
ered as title II of the substitute. While
title I, the Education and Labor bill, will
be open for amendment under the 5-min-
ute rule, title II, the Ways and Means
bill, will be considered under what is
essentially a closed rule, with the excep-
tion that the H.R. 10 or “Keogh” portion
of the bill may be amended, and commit-
tee amendments will also be in order.

This perhaps wouldn’t be too difficult
and confusing if titles I and IT were sup-
plementary yet complementary to each
other. But the fact is that both titles
contain provisions on participation, vest-
ing and funding, and while these pro-
visions are essentially identical now, they
may not still be so following the amend-
ment process. In addition, while title I
puts the overall administration of these
matters in the hands of the Department
of Labor, title II puts them with the De-
partment of the Treasury. In other words,
if we adopt this substitute as it has
been presented to us, we will have a dual
administrative setup, as some have de-
scribed it, a “hydraheaded monster.” I
think I am safe in observing that it is
probably this difference which is pri-
marily responsible for the fact that we
are considering two bills rather than one
bill today.

Recognizing the confusion and costs
involved in such a dual system, it is my
understanding that two attempts will be
made to place this under either Labor or
Treasury. I have been informed that my
colleague from Illinois (Mr. ERLENBORN)
will ask that the previous question on this
rule be defeated so that he may offer a
revised rule which would permit a final
vote, following the amendment process,
on placing the administration under
either Labor or Treasury.

I have also been informed that my col-
league from Texas (Mr. ArcHER) will be
attempting a similar feat by offering an
amendment to title I to eliminate the
role of the Labor Department in admin-
istering participation, vesting, and fund-
ing, with respect to qualified plans, thus
placing this solely with the Department
of Treasury. There is no difference over
the jurisdiction the Department of Labor
would have with respect to the reporting,
disclosure, and fiduciary standards pro-
visions contained in title I.

These are the basic procedural ques-
tions confronting this body today, though
they obviously touch upon very impor-
tant substantive questions. Other impor-
tant amendments which will be offered
at the appropriate time include a sub-
stitute “termination insurance” proposal
authored by Congressman ERLENBORN,
and an attempt to either reduce or elimi-
nate the increased deduction for the self-
employed. I will not go into these further
at this time since I am sure they will be
adequately covered during general de-
bate. But I would urge my colleagues, in
conclusion, to follow these proceedings
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very closely or it will be very easy to get
lost in the parliamentary maze which
stretches before us.

Mr. Speaker, I yleld 5§ minutes to the
gentleman from Illinois (Mr. ERLEN-
BORN) .

Mr. ERLENBORN. Mr. Speaker, some
5 or 6 years ago the General Subcommit-
tee on Labor of the Committee on Edu-
cation and Labor began consideration
and extensive hearings in the area of
private pension reform. We have spent
considerable of our time over the ensuing
years on this.

At the outset I want to say I am
pleased to come here in the well today
in substantial agreement with the chair-
man of the subcommittee, the gentleman
from Pennsylvania, Jouy DENT. As we
are all aware the gentleman from Penn-
sylvania (Mr. Dent) and I do not al-
ways agree, but this is one case where
we are in very substantial agreement.
There is only one element in the bill I
would like to see amended and improved.

A few years ago the gentleman from
Pennsylvania (Mr. DeENT) saw the wis-
dom of acquiring staff that could be de-
voted entirely to the consideration of pri-
vate pension reform, so we began a task
force under the auspices of the General
Subcommittee on Labor, acquired expert
staff, and over the past 2 years with the
task force have traveled extensively in
gathering statements and evidence from
those who are interested in the field of
private pension reform, including em-
ployers and employees and labor orga-
nizations and people who operate private
pension plans, and the members of the
subcommittee have devoted substantial
time to this effort.

Finally in the fall of last year we were
able to reach, as I say, very substantial
agreement. Almost all of the elements of
the bill as it is reported—disclosure and
fiduciary relationships and vesting and
funding—with the one exception of ter-
mination insurance, we agreed upon.

The bill was reported from the sub-
committee and the full committee with
virtually no opposition. I am pleased that
we were able to do this in a way that was
very responsible and responsive to the
needs of the workers of America for the
protection that they so desperately need,
to see that they do get the pensions that
they have been promised, that the funds
will be there, that they have vested rights
and it cannot be taken away from them.

Last October we were ready to come
to the floor of this House with pension
legislation. Almost concurrently with the
reporting from the Committee on Edu-
cation and Labor of this private pension
reform bill, interest was shown by the
Committee on Ways and Means on the
same subjeet. This is not surprising. The
same scenario was true in the other body,
in the Congress, preceding this. The
Committee on Labor and Public Welfare
reported the bill and the Committee on
Finance in the other body expressed in-
terest, and in this Congress when they
did pass a bill both committees exercised
jurisdiction over the bill; so it was not
surprising that the Committee on Ways
and Means of the House would have an
interest in this bill.

It was announced by the acting chair-
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man of the Committee on Ways and
Means at that time that they would de-
vote & week to marking up the bill and
they began with the Senate-passed bill.

I think in the intervening time from
last October until the present time, the
Committee on Ways and Means has de-
voted an exceptional amount of time to
studying the provisions of this legislation
and making judgments as to what the
provisions ought to be.

Now we have before us in title IT of the
bill under consideration that which will
be offered by the Committee on Ways and
Means as the result of their efforts. By
and large they have agreed with the
judgments made by the Committee on
Education and Labor.

The one problem that we were faced
with, was the question of who should
have jurisdiction, which committee and,
therefore, which Department of Govern-
ment would have jurisdiction for admin-
istration.

The Commiitee on Rules suggested to
the acting chairman of the Committee
on Ways and Means and the chairman of
our subcommittee, the gentleman from
Pennsylvania (Mr. Dent) that they re-
solve their differences.

It was very easy for these gentlemen
to resolve their differences as to report-
ing and fiduciary and tax provisions, the
former going to the Committee on Edu-
cation and Labor, the tax provisions to
the Committee on Ways and Means.

In the area of participation, vesting
and funding, the two chairmen were un-
able to agree as to which should have
jurisdiction, so they went to the Commit-
tee on Rules and asked that both bills be
considered in full.

The SPEAKER. The time of the gentle-
man has expired.

(At the request of Mr. ANpERson of Il-
linois, and by unanimous consent Mr.
ERLENBORN was allowed to proceed for an
addlt.iona.l 5 minutes.)

ERLENBORN. Mr. Speaker, they
a.sked the Committee on Rules that both
bills be considered in full, Education and
Labor as title I and Ways and Means as
title II. After perfecting title I and title
II to the extent it can be perfected, then
adopt both the Education and Labor re-
ported bill and the Ways and Means bill
as one bill.

The problem is that in title I we have
one set of laws relating to participation,
vesting, and funding to be administered
by the Department of Labor, and in title
II we have another set of laws in exactly
the same area; participation, vesting,
and funding to be administered by the
Treasury Department.

I think the House would be made to
look foolish if we passed legislation of
this sort in the same bill, adopting two
sets of laws in the same area, providing
two different Departments of Govern-
ment with concurrent jurisdiction for
administration and foreing those who
are administering private pension plans
to go to two different governmental agen-
cies on the same questions.

No doubt we all know how bureaucrats
can look at laws and regulations and have
differing interpretations; no doubt these
plan administrators will get two differ-
ent interpretations, one from the set of
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bureaucrats on the Department of Labor
and another set of interpretations from
the Treasury Department.

It would be virtually impossible to
satisfy both at the same time since both
have jurisdiction in the same area. For
this reason, Mr. Speaker, though I am
supporting the rule, I am asking that
the previous question on the rule be voted
down.

If that is done, I will offer an amend-
ment to the rule that will provide that
upon perfecting both title I and title IT,
a separate vote shall be taken on the
question as to whether we shall have jur-
isdiction in the Labor Department or in
the Treasury Department.

The language of the amendment is
that upon perfecting title II, a separate
vote should be taken on part 1 of title
II. Part 1, as the Members will recall, is
participation, vesting and funding in the
Ways and Means provision.

The language goes on to say that if
part 1 of title II is adopted, parts 2 and
3 of title I will be considered as stricken
because they are the same area of par-
ticipation, vesting, and funding. So that
on this one vote the Members will have a
clear choice as to Labor Department or
Treasury Department, and the House will
not be put into the position of having to
pass a bill that has jurisdiction in both
in the same bill.

Mr. STEIGER of Wisconsin. Mr.
Speaker, will the gentleman yield?

Mr. ERLENBORN. Mr. Speaker, I
yield to the gentleman from Wisconsin.

Mr., STEIGER of Wisconsin. Mr.
Speaker, I appreciate the gentleman
yielding to me. I wish to commend him
for the statement he has made, and to
ask a question.

Mr. Speaker, is it clear that at some
point during the consideration under this
rule, if the previous question is not voted
down, a vote can be obtained on striking
section 1 of title IT?

Mr. ERLENBORN. No, I will answer
the gentleman by saying that under this
rule, if it is not amended, no separate
vote could be taken on part 1 of title II,
so we would be locked in to either re-
jecting all of title II, the entire ways and
means provision, or accepting all of title
.

Mr. STEIGER of Wisconsin. Mr.
Speaker, I appreciate the gentleman’s
response to the question, and I am grate-
ful for his clarification.

Mr. Speaker, I concur fully with the
gentleman that it makes absolutely no
sense to see this House try to take a bill
to the other body in which we have con-
flicting, overlapping dominant jurisdic-
tion on those issues.

Mr. Speaker, I support the gentleman'’s
position. I hope we can have a separate
vote on that issue, Labor versus Treas-
ury.

Mr. ERLENBORN. Mr. Speaker, I
thank the gentleman from Wisconsin for
his contribution.

Mr. SISK. Mr. Speaker, I vield 6 min-
utes to the gentleman from Pennsylvania
(Mr. DENT) .

Mr. DENT. First, Mr. Speaker, let me
say that this is a very difficult rule, and
some sections are rather strange. How-
ever, it must be said in all honesty that
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the Committee on Rules was faced with
making a Solomon's decision, and it had
to be made prior to floor action, a ques-
tion of jurisdiction that would have com-
pletely buried the contents and the in-
tent of this legislation.

There is no such thing as a conflict
in the provisions on vesting and funding
between the Labor provisions and the
Ways and Means provisions. They are
identical in their concept, their provi-
sion and in eriteria.

For instance, under the title coming
from the Labor Committee, we have a
10-year vesting. The Ways and Means
bill has a 10-year vesting. Under the
Labor bill, we have a graduated 15-year
vesting; 5 years, 75 percent; 10 years,
50 percent; 15 years, 100 percent of vest-
ing. The identical provisions are in the
bill coming from the Ways and Means
Commifttee.

The third rule of vesting is a rule of
45, including age and service, which is
identical to the provisions of the other
bill.

The provisions of both bills require
funding the normal cost, amortization
of past service costs over 30 years (40
years, multiemployer plans) is identical
to the language in the Ullman bill.

Now, the reason that we had to agree
that it was proper for both bills to con-
tain these provisions is that in our bill
it is a question of setting minimum
standards for contracting bodies to agree
to come to some vesting period that is a
minimum vesting period for the labor
negotiations.

In the Ullman bill it is there for the
purpose of establishing tax treatment
for the plans that are approved as they
are today by the IRS. However, we do
not in any way spell out any provisions
of vesting that are superior or better
than the minimum standards that we
set, nor are we asking that there be any
such restrictions.

Now, the reason that the IRS has
asked that it have funding and vesting
provisions in its portion of the bill is be-
cause if a contract is made where there
is a different type of vesting, they still
have the responsibility, and they have to
then determine whether that additional
or different type of vesting and funding
can be treated in the same manner as
the minimum requirements that are con-
tained in both bills.

Mr. Speaker, we cannot interfere with
the provisions of the act that deal with
tax treatment. We do not do it in this
section, nor do we do it in the so-called
section of the bill dealing with private
or individual pensions for self-employed
persons., And yet they have to set stand-
ards. Up until this point, participation
in or qualification of a plan was based
upon certain minimum standards issued
by the IRS.

The labor section of the bill has always
contained the qualifying standards set
by the IRS, but when we spelled out
specific minimum requirements, then
they had to either change their qualifi-
cations to some other base or accept our
minimum standards.

So there is no conflict there. On top of
all of it, the most important part is that
these two agencies are involved in this
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area for different purposes but with the
same criteria. These committees have
provided identical statutory standards
and have required the two agencies to
issue joint regulations. In other words,
there will be no conflict of regulations,
and only in that particular instance
could there be the kind of a situation
that had been conjured up before the
House by my worthy colleague, the mi-
nority Member.

Mr. Speaker, I wish to say to the Mem-
bers that I consider the patience of the
Committee on Rules with regard to this
diffieult problem to be an outstanding de-
velopment in legislative enactment. I be-
lieve that the committee’s decision was a
decision worthy of Solomon, and I want
to compliment the gentleman from Illi-
nois (Mr. ERLENBORN) wWho is my ranking
member. Throughout all of these years
of discussion and debate we have dis-
agreed about many of the features of the
act, and we have come together on many
of them, but there has never been a point
where we have not worked together. Al-
though there are still some areas in
which we differ and although we may
differ in context as to what we want to
put into the legislation, at no point is
there any argument as to the justice of
his proposal or the justice of our op-
position to his proposal.

Therefore, Mr. Speaker, I wish to say
that this is the only way by which I know
we can get this legislation before the
House, legislation which is so essential
to the welfare of hundreds of thousands
of American workers.

Mr. ULLMAN, Mr. Speaker, will the
gentleman yield?

Mr. DENT. I yield to the gentleman

from Oregon.

Mr. . Mr. Speaker, I wish fo
commend the gentleman and to join with
him in saying that this is a responsible
rule. It is a responsible legislative proce-
dure. It has been worked out in great de-
tail with expert staff members, both on
the Committee on Labor side and the
Committee on Ways and Means side.

This proposed legislation recognizes
the basic responsibility of the Internal
Revenue Service and the Treasury De-
partment in administering the qualified
plans, which involve some $4 billion of
tax revenue, and at the same time recog-
nizing the responsibility of the Labor De-
partment.

We have adopted a procedure under
which uniform regulations can be accom-
plished. It is workable, responsible, and
sound, and I commend the gentleman in
the well.

Mr. DENT, I thank the gentleman.

Mr. ANDERSON of Illinois. Mr. Speak-
er, I yield 4 minutes to the gentleman
from Texas (Mr. ARCHER).

Mr. ARCHER. Mr. Speaker, I also
would like to commend all members of
both committees and the staffs of the
Committee on Ways and Means and the
Committee on Education and Labor who
have worked many long hours in putting
together this package of pension reform
legislation.

I must also say I agree with my col-
league from Illinois (Mr. ERLENBORN)
that there is great danger in any bill that
sets up dual administration between two
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Federal agencies no matter how care-
fully designed that dual administration
is. Even if the regulations are the same,
the interpretation of the regulations will
often be different between those two or-
ganizations. As a result, you could very
well have an employer taken to court by
the Department of Labor for failing to
comply with its interpretation while that
same employer has been given a clean
bill of health by the Department of the
Treasury under its interpretation of the
same rules.

I disagree, however, with my colleague
from Illinois in his procedural method of
attempting to cure this problem. It is
not necessary to vote down the previous
question in order to offer an amendment
that would provide the only means of
truly consolidating the administration of
pension plans under this new law and the .
existing law. Even if the gentleman from
Illinois is successful in his effort, we will
be left with a continuing dichotomy in
the administration of these bills, because
even if all administration under this new
law is put into the Department of Labor,
the Treasury Department still has a re-
sponsibility under the existing law, which
is left intact, to regulate vesting, funding
and participation in the implementation
of the nondiscriminatory features that it
must apply. So even if the gentleman is
successful in voting down the previous
question and is successful in his effort to
do what he calls consolidate, he will still
end up with a conflict where employers
must go both to the Department of Labor
and the Department of the Treasury for
the determination of how their plans are
to be administered.

I think we have a vital obligation to
workers and small businessmen in this
country to see that their dollars are spent
on benefits and not on administrative
redtape. We have testimony from a num-
ber of experts in the pension field that
with respect to small employers dual
administration will double their admin-
istrative costs and in some instances run
it up to over 50 percent of the total cost
of their pension programs.

I say to you that we will look ridicu-
lous if we do this. But it is not neces-
sary to change the rule. The Committee
on Rules has done, in my opinion, an
excellent job in putting together a diffi-
cult package. If we vote for the previous
question and accept the rule they have
given us, I will offer an amendment to
accomplish the only way to consolidate
the administration of funding, vesting,
and participation requirements under
this bill, and that is to put it under the
Department of the Treasury.

I hope you will vote for the previous
question, and I hope you will vote for
the amendment which I will offer as the
only means of consolidating the adminis-
tration, which I think is so vital in order
to continue to attract more plans and
prevent existing plans from being termi-
nated as a result of higher administra-
tive costs.

Mr. ICHORD. Will the gentleman
yield?

Mr. ARCHER. I am glad to yield to
my friend from Missouri,

Mr. ICHORD. What will your amend-
ment leave under the Department of
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Labor and what will it leave under the
Department of the Treasury?

Mr. ARCHER. The Department of
Labor would be left with the responsi-
bility to administer rules for disclosure
fiduciary responsibility and termination
insurance as well as all requirements
for nonqualified plans.

Mr. SISK. Mr. Speaker, I have no fur-
ther requests for time.

Mr. Speaker, I move the previous ques-
tion on the resolution.

The SPEAKER. The question is on or-
dering the previous question.

The question was taken, and the
Speaker announced that the ayes ap-
peared to have it.

Mr. ERLENBORN. Mr. Speaker, I ob-
ject to the vote on the ground that a
quorum is not present, and make the
potnt of order that a quorum is not pres-
ent.

The SPEAKER. Evidently a quorum is
not present.

The Sergeant at Arms will notify ab-
sent Members.

The vote was taken by electronic de-
vice, and there were—yeas 331, nays 53,
not voting 47, as follows:

[Roll No. 42]
YEAS—331

Daniel, Robert Hanna
Ww., Jr. Hanrahan
Daniels, Hansen, Idaho
Dominick V. Hansen, Wash.
Danieleon Harsha
Davls, Ga. Hastings
Davis, B.C. Hawkins
de la Garza Hébert
Delaney Hechler, W. Va.
Dellums Helnz

Abzug
Adams
Addabbo
Anderson,

Calif,
Anderson, II1.
Andrews,

N. Dak

Ann'u.nz‘lé)
Archer

Ashley
Aspin
Bafalls
Barrett

Bell

Bennett
Bergland
Bevill

Biaggl
Blester
Bingham
Blatnlk
Boggs
Boland
Bolling
Bowen
Brademas
Bray

Breaux
Breckinridge
Brinkley
Broomfleld
Brotzman
Brown, Ohlo
Broyhill, Va.
Buchanan
Burke, Calif,
Burke, Fla.
Burke, Mass.

Burleson, Tex.

Burlison, Mo.
Burton
Byron
Camp
Carey, N.Y.
Carter
Casey, Tex.
Cederberg
Chamberlain
Chappell
Chisholm
Clancy
Clark
Cleveland
Cochran
Cohen
Collins, Ill.
Conte
Cornmian
Cotter
Coughlin
Cronin
Culver
Daniel, Dan

Denholm
Dennis
Dent

Duncan
Eckhardt
Edwards, Ala.
Edwards, Calif.
Efllberg
Esch
Evans, Colo.
Fascell
Fish
Flsher
Flood
Flowers
Flynt
Foley
Ford
Forsythe
Fountain
Fraser
Frenzel
Fulton
Gaydos
Gettys
Gilalmo
Gibbons
Gllman
Ginn
Goldwater
Gonzalez
Goodling
CGrasso
Green, Oreg.
Green, Pa.
Griffiths
Grover
Guhbser
Gude
Gunter
Guyer
Haley
Hamliton
Hammer=
schmidt
Hanley

Helstoskl
Henderson
Hicks
Hillis
Hinshaw
Holifleld
Holt
Holtzman
Hosmer
Hudnut

Hutchinson
Ichord

Jarman
Johnson, Callf.
Johnson, Colo.
Johnson, Fa.
Jones, Ala.
Jones, N.C.
Jones, Okla.
Jordan

Earth
Kastenmeier
Kazen
Eemp
Ketchum
Eing

Eoch
Eyros
Landrum
Latta
Leggett
Lehman
Lent

Litton
Long, La.
Long, Md.
Lott

Lujan
McClory
McCloskey
MeCollister
McCormack
MecDade
McFall
McEKay
McKinney
McSpadden
Macdonald
Madden
Madigan
Mahon
Mallliard

Mitchell, Md.
Mitchell, N.Y.
Mizell

Moakley
Mollohan
Montgomery
Moorhead,
Calif.

Moorhead, Pa.

Pritchard

Abdnor
Alexander
Arends
Armstrong

Baker
Bauman
Beard
Brown, Mich.
Broyhill, N.C.
Burgener
Butler
Collier
Collins, Tex.
Conable
Conlan
Davls, Wis.
Dellenback

Rallsback
Randall
Rangel
Rarick
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SBteele
Steelman
Stephens
Stokes
Stratton
Studds
Symms
Talcott

Taylor, Mo.
Taylor, N.C.
Teague
Thompson, N.J.

. Thomson, Wis.
. Thone

Bt Germain
Sandman
Barasin
Sarbanes
Schneebell
Schroeder
Sebellus
Selberling
Shipley
Bhriver
Bhuster
Sikes
Bisk
Skubitz
Slack
Smith, Jowa
Smith, N.¥.
Snyder
Spence
Staggers
Stanton,

J. William
Stanton,

James V.
Stark
Steed

NAYS—63

Derwinski
Dickinson
du Pont
Erlenborn
Evins, Tenn,
Findley
Frey
Froehlich
Fuqua
Gross
Harrington
Hogan
Horton
Huber
Landgrebe
Martin, N.C.
Mathis, Ga.
Mayne

Thornton
Tlernan
Towell, Nev.
Udall
Ullman

Van Deerlin
Vanik
Vigorito
Waggonner
Waldle
Walsh
Wampler
Whalen
White
Whitehurst
Whitten
Widnall

Charles H.,
Calif.
Wilson,
Charles, Tex.
inn
Wylie
Wyman
Yates
Yatron
Young, Alaska
Young, Ga.
Young, Tex.
Zablockl
Zion
Zwach

Michel
O'Brien

Qule

Rhodes
Robinson, Va.
Robison, N.Y.
Ruth
Satterfield
Scherle
Stelger, Ariz.
Stelger, Wis.
Treen

Wyatt
Wydler
Young, Fla.
Young, Ill,
Young, 8.C.

NOT VOTING—47

Andrews, N.C.
Badillo
Blackburn
Brasco
Brooks
Brown, Callf.
Carney, Ohio
Clausen,

Don H.
Clawson, Del
Clay
Conyers
Crane
Eshleman
Frelinghuysen
Gray

Hays

Heckler, Mass.
Howard

Jones, Tenn.
Kluczynskl
Kuykendall
McEwen
Mathias, Callf.
Meeds

Mills
Minshall, Ohlo
Moss
Murphy, N.Y.
Powell, Ohlo
Preyer

Price, Tex.

Quillen

Reld
Roberts
Rooney, N.X.
Rostenkowskl
Shoup
Stubblefleld
Stuckey
Sullivan
Symington
Vander Jagt
Vander Veen
Veysey

Ware

Wolff
Wright

So the previous question was ordered.

The Clerk announced the following

pairs:

Mr. Rostenkowski with Mr, Symington.
Mr. Rooney of New York with Mr. Powell of

Ohlo.

Mr. Howard with Mr. Brown of California.
Mr. Hays with Mr. Price of Texas.

Mr. Brasco with Mr. Mills.
Mr. Jones of Tennessee with Mr. Shoup.
Mr. Roberts with Mr. Quillen.

Mr. Reid with Mr. Blackburn.

Mrs. Sullivan with Mr. Frelinghuysen.
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Mr. Wolff with Mrs. Heckler of Massachu-
setts,.

Mr. Murphy of New York with Mr. Vander
Veen.

Mr. Moss with Mr. KEuykendall.

Mr. Carney of Ohio with Mr, Del Clawson.

Mr. Badillo with Mr. Minshall of Ohio.

Mr. Andrews of North Carolina with Mr.
Don H. Clausen.

Mr. Stubblefield with Mr, Mathias of Cali-
fornia.

Mr. Stuckey with Mr. Crane.

Mr. Wright with Mr. McEwen.

Mr. Brooks with Mr. Eshleman.

Mr. Clay with Mr. Gray.

Mr. Kluczynski with Mr. Vander Jagt.

Mr. Conyers with Mr. Meeds.

Mr. Preyer with Mr, Ware.

The result of the vote was announced
as above recorded.
The SPEAKER. The question is on the
resolution.
RECORDED VOTE

Mr. ERLENBORN. Mr. Speaker, I de-
mand a recorded vote.

A recorded vote was ordered.

The vote was taken by electronic de-
vice, and there were—ayes 373, noes 7,
not voting 51, as follows:

[Roll No. 48]
AYES—373

Cohen
Collier
Collins, 11,
Conable
Conlan
Conte
Corman
Cotter
Coughlin
Cronin
Culver
Daniel, Dan

Abdnor
Abzug
Adams
Addabbo
Alexander
Anderson,
Calif.
Anderson, Ill.
Andrews,
N. Dak.
Annunzio
Archer

Goodling
Grasso
Gray
Green, Oreg.
Green, Pa,
Griffiths
Gross
Grover
Gunter
Guyer
Haley
Hamilton

Arends
Armstrong
Ashley
Aspin
Bafalis
Baker
Barrett
Bauman
Beard

Bell
Bennett
Bergland
Bevill
Blaggl
Blester
Bingham
Boggs
Boland
Bolling
Bowen
Brademas
Bray

Breaux
Breckinridge
Brinkley
Brooks
Broomfield
Brotzman
Brown, Mich.
Brown, Ohlo
Broyhill, N.C.
Broyhill, Va.
Buchanan
Burgener
Burke, Calif.
Burke, Fla.
Burke, Mass.

Burleson, Tex.

Burlison, Mo.
Burton
Butler

Byron

Camp

Carey, N.Y.
Carter

Casey, Tex.
Cederberg
Chamberlain
Chappell
Chisholm

Daniel, Robert
W.,Jr.
Danlels,
Dominick V.
Danielson
Davis, Ga.
Davis, S.C.
Davis, Wis.
de la Garza
Delaney
Dellenback
Dellums
Denholm
Dennis
Dent
Devine
Dickinson
Diggs
Donchue
Dorn
Downlng
Dulski
Duncan
du Pont
Eckhardt
Edwards, Ala.
Edwards, Callf.
Eilberg
Erlenborn
Esch
Evans, Colo.
Evins, Tenn.
Fascell
Findley
Fish
Fisher
Flood
Flowers
Flynt
Foley
Forsythe
Fountain
Fraser
Frenzel
Frey
Fulton
Fuqua
Gaydos
Gettys
Glaimo
Gibbons
Gion
Goldwater
Gonzalez

Hammer-
schmidt
Hanley
Hanna
Hanrahan
Hansen, Idaho
Hansen, Wash.
Harsha
Hastings
Hawkins
Hays
Hébert
Hechler, W. Va.
Helnz
Helstoskl
Henderson
Hicks
Hillls
Hinshaw
Hogan
Holifield
Holt
Holtzman
Horton
Hosmer
Huber
Hudnut
Hungate
Hunt
Hutchinson
Ichord
Jarman
Johnson, Calif.
Johnson, Colo.
Johnson, Pa.
Jones, Ala.
Jones, N.C.
Jones, Okla.
Jordan
Earth
Eastenmeler
Kazen
Eemp
Eetchum
Eing
Koch
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Long, Md.
Lott

Lujan
MeClory

Bteed
Bteele
Bteelman
Bteiger, Arls.
Steiger, Wis.
Price, Ill. Btephens
Pritchard Btokes
Quie Stratton
Quillen Stuckey
Railsback Btudds
Randall Bymms
Talcott
Taylor, Mo.
Taylor, N.C.
Thompson, N.J.
Thomson, Wis.
Thone
Thornton
Tilernan
Towell, Nev.
Treen
Udall
Ullman
Van Deerlin
Vanik
Vigorito
Waggonner
Waldle
‘Walsh
Wampler
Whalen
White
Whitehurst
Whitten
Widnall
Wiggins
williams
‘Wilson, Bob
Wilson,
Charles H.,
Calif.
Wilson,
Charles, Tex.

Peyser
Pickle
Pike
Poage
Podell

McSpadden
Macdonald
Madden
Madigan
Mahon
Mallliard
Mallary

Mann
Marazitl
Martin, Nebr.

Robinson, Va.
Robison, N.Y.
Rodino
Roe

. Rogers
Roncalio, Wyo.
Roncallp, N.Y.
Rooney, FPa.
Rose
Rosenthal
Roush
Rousselot
Roy
Roybal
Runnels
Ruppe
Ruth
Ryan
Bt Germain
Bandman
Sarasin
Barbanes
Satterfleld
Scherle
Bchneebell

Mathis, Ga,
Matsunaga
Mayne
Mazzoll
Melcher
Metcalfe
Mezvinsky
Michel
Milford
Miller

Minish

Mink
Mitchell, Md.
Mitchell, N.¥.
Mizell

Moakley
Mollohan
Montgomery
Moorhead,

Calif.
Moorhead, Pa.
Morgan
Mosher
Murphy, Il
Murtha
Myers

Belberling
Shipley
Shriver
Bhuster
Slkes

Smith, Iowa
Smith, N.Y.
Snyder
Spence
Btaggers
Stanton,

J. William
Stanton,

James V.
Stark

NOES—T
Drinan
Harrington
Landgrebe

NOT VOTING—S51

Gilman Preyer
Price, Tex.
Reld

Ashbrook
Collins, Tex.
Derwinskl

Andrews, N.C.
Badllio
Blackburn
Blatnik
Brasco
Brown, Callf,
Carney, Chio
Clausen,

Don H.
Clawson, Del

Roberts
Rooney, N.X.
Rostenkowskl
Bhoup
Stubblefield
Sullivan
Symington
Teague
Vander Jagt
Vander Veen

Jones, Tenn.
Kluczynski
Kuykendsall
McEwen
Meeds

Mills
Minshall, Ohio
Moss
Murphy, N.Y.
Nelgen
O'Hara
Frellnghuysen Patten
Froehlich FPowell, Ohlo

So the resolution was agreed to.

The Clerk announced the following
pairs:

Mr. Rooney of New York with Mr. Brown of
California.

Mr:o. Sulllvan with Mrs. Heckler of Massa-
chusetts.

Mr. Rostenkowski with Mr. Ford.

Mr. Kluczynsk! with Mr. Vander Jagt.

Mr. Brasco with Mr. Minshall of Ohio.

Mr. Carney of Ohio with Mr. Gubser.

Mr. Dingell with Mr. Price of Texas.

Mr. Howard with Mr. Shoup.

Mr, Jones of Tennessee with Mr. Crane.

Veysey
‘Ware
Wright
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Mr. Stubblefield with Mr. Nelsen.

Mr. Wright with Mr. Del Clawson.

Mr. Patten with Mr. Frelinghuysen.

Mr. O'Hara with Mr. Gude.

Mr. Murphy of New York with Mr. Don H.
Clausen.

Mr. Blatnik with Mr, Eshleman.

Mr. Andrews of North Carolina with Mr.
Froehlich.

Mr. Badillo with Mr. Conyers.

Mr. Clay with Mr. Reid.

Mr, Meeds with Mr. Blackburn,

Mr. Moss with Mr. Gilman.

Mr. Vander Veen with Mr. KEuykendall.

Mr, Teague with Mr. McEwen.

Mr. Symington with Mr. Powell of Ohlo.

Mr. Roberts with Mr. Ware.

Mr. Mills with Mr. Preyer.

The result of the vote was announced
as above recorded.

A motion to reconsider was laid on the
table.

Mr. DENT. Mr. Speaker, I move that
the House resolve itself into the Com-
mittee of the Whole House on the State
of the Union for the consideration of
the bill—H.R. 2—to revise the Welfare
and Pension Plans Disclosure Act.

The motion was agreed to.

IN THE COMMITTEE OF THE WHOLE

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill HR. 2, with Mr.
Borawp in the chair,

The Clerk read the title of the bill.

By unanimous consent, the first read-
ing of the bill was dispensed with.

The CHATRMAN. Pursuant to the rule,
general debate will continue for not
to exceed 4 hours, 2 hours fo be
equally divided and controlled by the
chairman and ranking minority mem-
ber of the Committee on Education and
Labor, and 2 hours to be equally di-
vided and controlled by the chairman
and ranking minority member of the
Committee on Ways and Means.

Under the rule, the gentleman from
Pennsylvania (Mr. DenT) will be recog-
nized for 1 hour, and the gentleman from
Illinois (Mr. ErRLENEBORN) Wwill be recog-
nized for 1 hour, controlling the time for
general debate for the Committee on
Education and Labor.

The Chair now recognizes the gentle-
man from Pennsylvania (Mr. DENT).

Mr. DENT. Mr. Chairman, I yield 5
minutes to the gentleman from Kentucky
(Mr. PErgINS), the chairman of the full
Committee on Education and Labor.

Mr. PERKINS. Mr. Chairman, I would
be derelict in my responsibility if I did
not take this opportunity to compliment
the distinguished chairman of the Gen-
eral Subcommittee on Labor, the gentle-
man from Pennsylvania (Mr. DENT), on
the untiring efforts and the extraordi-
nary skill that made this legislation pos-
sible, The gentleman has done a marvel-
ous job, In addition, he worked out with
the acting chairman of the Committee on
Ways and Means, the gentleman from
Oregon (Mr. ULLMAN), a bill that coordi-
nates the substantive and standard set-
ting provisions of H.R. 2 with applicable
provisions of the Internal Revenue Code.
American working men and women owe
a great debt to both these gentlemen for
their great achievement. That fact will
become evident as this debate continues.

Mr, Chairman, America’s private pen-
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sion plans, which had their beginnings
almost a hundred years ago, have grown
to enormous importance.

Roughly 36,000,000 workers are cur-
rently participating in some pension or
retirement plan. The number of partici-
pants has roughly doubled in each dec-
ade since 1940. The combined resources
of existing pension plans are estimated
to be in excess of $150,000,000,000. They
are increasing at a rate in excess of $10
billion annually.

Our private pension plans have served
the needs of many workers very well.
But the system is subject to one very
simple defect. Too many people pay
money into private pension plans year
after year expecting eventually to re-
ceive retirement income, and they end
up getting nothing.

And that, Mr. Chairman, is what this
bill is all about. It is unfair and inequi-
table, and almost invariably tragic as
well, for workers to defer income from
wages or salary in anticipation of re-
tirement benefits which they will never
get.

The workers who fail to get expected
pension benefits have reason to feel
cheated just as they feel cheated if, hav-
ing worked a week or a month, their
employer refuses to pay them.

In America today the loss of pension
benefits, the frustration of workers’' rea-
sonable expectation, occurs in wholesale
fashion.

It happens because of breaches of
faith and self-dealing on the part of fund
trustees and administrators; because of
bad investments on the part of managers
of pension plans; and because of inade-
quate funding.

It happens because plants close and
companies go out of business, because
companies are purchased or are merged.
It happens because these things occur
under circumstances which leave the
workers involved without any rights and
without any recourse.

Those of us in the Congress who rep-
resent districts where there are many
mineworkers know very well the hard-
ship and anguish caused by the failure
of the United Mine Workers welfare
and retirement plan to provide benefits
that many miners and their beneficiaries
had expected.

I have dozens of letters in my files
from the years 1971 and 1972—letters
seeking my assistance because of denials
on account of rigid, arbitrary, and unrea-
sonable eligibility standards.

The recent settlement of two class
action suits against the welfare and re-
tirement fund confirmed what many of
us had believed for some time—that the
eligibility requirements of that plan was
being administered in an arbitrary and
capricious fashion.

U.8. District Judge Gerhard Gesell had
even earlier upheld charges of misman-
agement brought against the miners’
pension fund and had forced the trustees
to step down.

The experience of miners with the
UMW pension fund is not unique, how-
ever. Many Members of Congress have
written the committee citing cases of
this kind. The gentleman from Texas
(Mr, Brooks) called my attention in
January of this year to a ease. One of
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his constituents had been cut off from
the retirement benefits he had been re-
ceiving from his former employer. That
company had recently been purchased
by another company which felt no obli-
gation in his behalf, and apparently had
no legal obligation to do otherwise.

Daily newspapers regularly call our
attention to tragic cases where benefits
are lost and the solvency of pension
funds destroyed by plant closings. The
Newark, N.J., Star Ledger, on Thursday,
January 31 of this year, reported on the
expected closing of a brewery which in
turn threatened the solvency of the en-
tire New Jersey brewery employee wel-
fare plan.

Just a week later, the New York Daily
News of Wednesday, February 6, re-
ported a case where the manager of a
bankrupt Brooklyn laundry had used the
employee retirement fund as collateral
for a personal loan. The workers not only
did not get paychecks and severance pay
but they lost their pension rights as well.

That, Mr. Chairman, is what this bill
is all about. It is a bill designed to provide
improved Federal standards to make
America’s private pension system work.

Our committee in both the 92d and in
this Congress has had a special task
force which has been conducting a pro-
fessional study of vesting, funding, port-
ability, beneficiary insurance, fiduciary
responsibility, disclosure and other as-
pects relating to the effectuation of pri-
vate welfare pension plans. The bill, H.R.
2, which we are considering today, is the
product of that task force and of the
full Committee on Education and Labor.

The substitute which will be offered to
HR. 2 is of important significance. It
brings together in one consolidated and
coordinated piece of legislation, the com-
bined efforts of the House Committee on
Education and Labor and the House
Committee on Ways and Means. These
committees have considered the regula-
tions and standards being proposed in
the substitute. Substantive differences
have been worked out and agreed upon.

Regulations of private pension plans
by the Secretary of Labor will for the
first time be coordinated with the ad-
ministration of the Internal Revenue
Code by the Secretary of Labor. This co-
ordination should greatly serve the in-
terests of working men and women.

I am proud to say that substantively
the substitute does not depart greatly
from the committee reported H.R. 2,
which as the Members of the House will
recall, was so widely endorsed by both
American business and labor unions.

This accomplishment has not been
easy, Mr. Chairman. The subject of wel-
fare and pension plan reform is a very
complex and difficult one. In spite of the
acknowledged need documented in pub-
lic documents as early as the President’s
Cabinet Committee Report of 1965 and
in the studies of the House and Senate
Committees, it is not a simple subject on
which to legislate. It has not been easy
to draft a law which protects individual
pension rights and, at the same time,
recognizes the voluntary nature of pen-
sion plans.

Each regulation has to be weighed
against the burdens and pressures it im-
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poses on the system. Each requirement
has to be weighed against the cost in-
crease which might result.

In addition fo the weighing and bal-
ancing of substantive issues and costs, it
has been necessary to consider the ap-
propriate mechanisms through which
Federal policy is to be administered. Dif-
ficult decisions of this kind have occupied
us in recent weeks in the negotiations
between the House Committee on Educa-
tion and Labor and the House Commit-
tee on Ways and Means.

The successful result of those negotia-
tions and that effort at coordination of
the two committees has resulted in a
substitute which I think merits the sup-
port of every Member of this body.

It is & modest bill. It does not purport
to solve every problem. Further study
and deliberation by our own committee
and by other committees of the Congress
will be necessary.

We do hope that we have provided re-
lief for the worst inequities. Basically,
our effort is designed to protect the long-
service employee participating in and
contributing to a pension plan who
would otherwise lose it. We seek to re-
duce the adverse pension effects of plant
closings and bankruptey on such people.

We seek to eliminate or substantially
reduce unduly restrictive qualification
requirements. We seek to reduce the
probability of self-serving actions by
pension fund administrators and trust-
ees, to reduce the likelihood that such
funds will go broke, and we seek to pro-
vide insurance against the possibility
that they may.

The main features of title I of the bill
are as follows:

FIDUCIARY RESPONSIBILITY AND DISCLOSURE

The committee bill replaces the gen-
eralized reporting requirements of exist-
ing law with disclosure and reporting re-
quirements of & much more specific na-
ture, which will give participants and
‘beneficiaries a much better chance to
‘protect themselves.

Similarly, since trustees and managers
of plans have not always been above
'manipulating or investing funds for their
own gain rather than in the interest of
the beneficlary, fiduciary standards are
established which will provide additional
safeguards against mismanagement.
Anyone exercising power or control,
management or disposition with respect
to money or other assets of an employee
benefit fund would be required to act in
a manner consistent with the fiduciary
principles developed in the evolution of
the law of trusts. The bill would impose
on fiduciaries the same duty in his deal-
ings with the assets of a fund as a pru-
dent man would exercise in the same or
similar circumstances and under like
conditions.

He would be required to act consistent
with the principles applicable to the ad-
ministration of trusts and for the ex-
clusive purposes enumerated in the bene-
fit plan.

Any doubts as to his culpability and
vulnerability in courts are removed.

! PARTICIPATION AND VESTING

Many, if not most, workers covered by
private pension plans have no right to
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anything until the very day they are
eligible to retire. If for any reason a
worker’s employment is terminated be-
fore he is eligible to retire—regardless
of his length of service, regardless of his
contribution and the contribution made
in his behalf—it is very likely that that
worker will never receive any benefits
at all

Another way of describing his situa-
tion is to say that he has no vested
rights. Vesting has not occurred.

This bill provides minimum vesting
standards, It helps a worker participant
to achieve a nonforfeitable claim to bene-
fits which have been earned by him and
which have accrued to him. Even though
his job is terminated, once he has a
‘vested claim, he will be eligible for the
‘same retirement benefits.

Vesting after a reasonable period of
service is, I think, at the heart of the
problem of the pension system. The
bill requires the adoption of one of three
alternatives—

First, full vesting after 10 years of
covered service;

Second, a graded vesting standard un-
der which the employee must be at least
25 percent vested in his accrued benefit
after 5 years of covered service, with a
gradual increase in this percentage in
subsequent years so as to be 100 percent
‘vested after 15 years; and

Third, a “rule of 45" under which an
employee after 5 or more years of covered
service must be at least 50 percent vested
when the sum of his age and years of
covered service total 45, with 10 percent
additional vesting for each year there-
after.

No longer will it be possible for a per-
son to pay into a plan for many, if not
most, of the years of his working life—
only to be denied any retirement benefits
because he had to leave his job before he
reached retirement age, or before he had
accumulated fhe required number of
years of service.

FUNDLING

The most vigorous vesting standards
would be meaningless, however, and pro-
vide only empty promises in the absence
of assets sufficient to pay the :zlaims
against them. There must be money to
pay the vested benefits to the workers
when they are due.

Perhaps the best-known case of a
funding failure occurred in the 1963 shut-
down of the Studebaker operation in
South Bend, Ind. Some 4,500 workers lost
85 percent of their vested benefits be-
cause the plan had insufficient assets to
pay the liabilities.

A recent Government study shows that
in 1972, some 19,000 workers lost vested
benefits because of the termination of
insufficiently funded plans.

Funding refers to the aeccumulation
of sufficient assets in a pension fund to
assure the availability of money for
payments of benefits due to the pension-
ers as obligations arise. The bill requires
actuarily sound funding designed to
lessen the risk to the beneficiaries by
requiring every plan to be funded in a
way which will amortize unfunded
liabilities.

Annual contributions to pension funds
must be sufficient to equal current serv-
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ice costs and to amortize past service
costs over no more than 30 years—40
vears for existing plans. Funds must be
adjusted and losses experienced must be
amortized.

TEEMINATION INSURANCE

Unexpected finanecial or other difficul-
ties, embezzlement, mismanagement, and
simple honest mistakes can lead to pre-
mature termination of underfunded
plans. Termination insurance will pro-
vide a backup for the funding require-
ments and safeguard workers who might
otherwise be deprived of benefits or re-
tirement credit.

It must be anticipated that some plans
will fail—just as some banks fail. The
purpose of the bill is to keep such failures
fo a minimum. Even after the bill has
reached its full effect, some plans will
inevitably terminate and fail because of
economic downturns, business failures,
and other unfortunate happenings.

For this reason, the bill establishes a
termination insurance similar in opera-
tion to the Federal Deposit Insurance
Corporation which will require a contri-
bution from pension benefit plans which
in turn will be paid out to those which
are terminated.

Mr. Chairman, I have previously men-
tioned the unfairness and inequity caused
by the failure of our private pension
plans to insure the payment of expected
retirement benefits, Fairness and equity
are reason enough for us to favorably
consider the bill before the House today.
But there are additional reasons of a
broader economic and social nature that
support favorable action.

Only if private pension plans are ef-
fectively regulated will they be respon-
sive to the need of workers for adequate
retirement income. Only if they are ef-
fectively regulated can we expect ex-
tended coverage of more and more of our
workers. Only through adequate regula-
tion and minimum Federal standards,
can we reduce pressure on the Social
Security System and reduce the enor-
mous costs of public welfare.

Because of the failure of the private
pension system many retirees have come
to be totally dependent on social secu-
rity. As all of us know, social security
was originally intended to provide only
supplemental retirement income. Many
of the older American citizens presently
being helped by welfare assistance could
have lived out their retirement years in
dignity and independence but for a fail-
ure of their private pension plans.

Mr. Chairman, we cannot afford not to
reform the pension system. There is every
justification for us to do so today.

Mr. DENT. Mr. Chairman, I yield my-
self such time as I may consume,

Mr. BRADEMAS. Mr, Chairman, will
the gentleman from Pennsylvania yield?

Mr. DENT. I yield to the gentleman
from Indiana.

Mr. BRADEMAS,. I thank the gentle-
man for yielding.

Mr. Chairman, I rise in support of H.R.
2, the Employee Benefit Security Act of
1974,

Mr. Chairman, at the outset, I would
like to congratulate my colleagues on the
Committees on Education and Labor and
on Ways and Means who worked with
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such dedication and energy for passage
of this comprehensive pension reform
legislation.

This bill is not only one of the most
complicated measures to be considered
by the House; it also falls within the
Jjurisdiction of two separate House com-
mittees. And that we are able to vote on
it this week is in large measure due to the
close cooperation and hard work of the
members of those committees.

Mr. Chairman, I would like to pay
special ftribute to the distinguished
chairman of the General Subcommitiee
on Labor, the Honorable Jorx DeNT, who
has performed yeoman service to this
country in having worked so long and
hard on this legislation. As a former
member of Mr. DENT’s subcommittee, I
have worked closely with him on pension
reform legislation, and I can, therefore,
speak from experience when I say there
is no Member of the House more com-
mitted to the passage of meaningful pen-
sion legislation than Jorn DENT.

I want also to commend the ranking
minority member of the General Sub-
commifttee on Labor, the gentleman from
Illinois (Mr. ERLENBORN) ; the chairman
of the Education and Labor Committee,
the gentleman from EKentucky (Mr. PEr-
Kins) ; and the ranking minority mem-
ber of the committee, the gentleman
from Minnesota (Mr. Quie), for their co-
operation and tireless support of this leg-
islation.

In addition, Mr. Chairman, I want to
commend the chairman of the Ways and
Means Committee, the Honorable
WirLeur MriLs; the gentleman from Ore-
gon (Mr. Urrman); and the gentleman
from Pennsylvania (Mr. SCHNEEBELI),
the ranking minority member of the
committee, for their efforts which have
been so instrumental in achieving bipar-
tisan House support for this bill.

Mr. C , this is, indeed, an im-
portant day for the millions of men and
women who have worked for comprehen-
sive Federal legislation to protect their
retirement benefits.

Although private pension systems have
served the needs of many workers, they
have failed countless others. The promise
of pension benefits upon retirement has
been an illusion for too many American
working men and women.

The critical need for comprehensive
pension reform legislation has been care-
fully documented by Mr. DeNT’s Labor
Subcommittee. The record of his sub-
committee includes testimony taken at
hearings here in Washington and in
other cities, including South Bend, Ind.,
from witnesses who have been the victims
of broken pension promises.

Mr. Chairman, although this is not a
perfect bill, it does provide a good be-
ginning by establishing certain minimum
standards to protect the retirement ben-
efits of the more than 30 million Ameri-
cans who are covered by private pension
plans.

The bill will not solve all the problems
of private pension plans nor does it pro-
pose to establish an ideal plan for all
workers. Rather, it seeks to set up stand-
ards to which all pension plans must
conform to assure that all workers will
receive the benefits they have earned.
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Mr. Chairman, I would like to address
myself to a particular section of the bill
which is of special importance to me and
to the workers of the Third District of
Indiana—the section which provides for
plan termination insurance.

One of the principal reasons that many
workers have failed to receive their pen-
sion benefits is that, because of shut-
downs or some other reason, pension
plans have terminated without sufficient
assets to meet the vested benefits of plan
participants.

Mr. Chairman, although there are
countless examples of pension plan fail-
ures, the classic example grew out of
the Christmas Eve shutdown of the
Studebaker plant in my hometown of
South Bend in 1963, when many thou-
sands of workers lost their jobs and re-
ceived only a fraction of the pension
benefits they thought they had earned.
Indeed, some workers received no pen-
sion at all.

Although the Studebaker plan was a
liberal one which called for the system-
atic funding of liabilities, when the plan
terminated, there were not enough assets
available to pay all claims.

The Studebaker plan covered a total
of 11,000 workers. Of these 11,000, some
3,600 had already retired or had reached
the age of 60, and the fund had sufficient
assets to continue to pay their pensions.
But 4,000 other workers between the ages
of 40 to 60 were left with only 15 percent
of their vested benefits while another
2,900 under the age of 40, some with
;tﬁsted benefits, were left with nothing at

As a result of the shutdown, workers
with as much as 40 years seniority were
left with next to nothing and were far
too old to start receiving mew pension
credits from another employer.

Mr. Chairman, although Studebaker
is perhaps the most dramatic example
of the effect of plant closings on work-
ers’ retirement benefits, it is by no means
unique.

Last summer, the Departments of
Treasury and Labor released a joint
study which indicated that during 1972
alone more than 15,000 pension plan par-
ticipants lost retirement benefits because
their pension plans terminated without
sufficient assefs to meet all plan obliga-
tions. These losses amounted to more
than $40 million in anticipated retire-
ment incomes. And several thousand of
these victims of pension plan termina-
tions actually lost their entire earned
pensions.

Mr. Chairman, the legislation we are
debating today will meet the problems of
involuntary plan terminations repre-
sented by the Studebaker shutdown:
First, by providing for minimum funding
standards to assure that pension plans
are accumulating sufficient assets to
meet their obligations; and second, by
providing for plan termination insurance
to guarantee payment of all vested bene-
fits in the event the plan has to termi-
nate with insufficient assets to meet its
obligations.

Mr. Chairman, the lesson of the Stude-
baker shutdown over 10 years ago in
South Bend and the collapse of its pen-
sion fund has taught us a critical lesson.
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Perhaps if such insurance had been
available then, thousands of workers,
pensions would have been saved.

Mr. Chairman, enactment of compre-
hensive pension reform legislation is long
overdue. The bill we are debating today
is a good one, and I urge all my col-
leagues to give it their full support.

Mr. MADDEN., Mr. Chairman, will the
gentleman yield?

Mr. DENT. I yield to the gentleman
from Indiana.

Mr. MADDEN. I thank the gentleman
for yielding.

I wish to commend Congressman DENT,
chairman of the subcommittee, for the
outstanding work that he and his com-
mittee have accomplished, in bringing
this legislation before the*Committee on
Rules and also today before the House.

This bill will protect millions of
families and individual workers from
losing their pension or retirement bene-
fits. Over the years, when employers, cor-
porations, or industries closed opera-
tions, moved to new locations, failed un-
der bankruptcy or fired employees, they
escaped their obligation to carry out
their pension or retirement contracts.

This bill would protect working men
and women from being arbitrarily de-
prived of the comfortable and dignified
retirements toward which they have
worked so hard. The Private Pension Tax
Reform Act is another landmark which
will stand beside the National Labor Re-
lations Act and the Fair Labor Standards
Act which now protect the worker during
his active career.

Pension safeguards are becoming in-
creasingly important as the private plans
grow and increasing numbers of Ameri-
cans come to depend upon them as major
sources of retirement income. An esti-
mated 25 to 30 million Americans are
covered today, and their number is ex-
pected to reach 42 million by 1980. Pen-
sion plan assets now exceed $150 billion
and are expected to be $225 billion by
1980. Such funds have become a major
source of investment capital.

Yet there is still no law governing the
management of such funds or assuring
that workers will receive the pensions
they have been promised, even though
workers may have been contributing to-
ward them for many years.

Most employees—one estimate puts it
as high as two-thirds—have no vested
right to their pensions and may forfeit
all benefits if they leave their firms or
lose their jobs, no matter how long they
have worked for a company. Employees
may lose their pensions because of the
failure of a firm—as with the Studebaker
plant at South Bend, Ind.—or a merger
of companies, or arbitrary termination of
& plan by a company. Another hazard is
insufficient funding, whether through ac-
cident or intention, which jeopardizes a
pension plan’s solvency and its ability to
pay pension benefits as they come due.

The bill before the House would seek
to remedy shortcomings and to encourage
more companies to establish such plans
by preserving tax advantages. Under this
bill, a company offering & pension plan
would be required to extend coverage to
every employee who has reached 25 and
completed 1 year of service. Vested rights
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would be conveyed in increments under
any of three methods; most employees
would have 100-percent vesting after 15
years’ service. Adequate funding would
be required for current and prior liabili-
ties. Strict fiduciary standards would be
established for persons who manage pen-
sion funds. An insurance program
against plan termination would be
created. The Labor Department and the
Internal Revenue Service would enforce
appropriate provisions of the bill,

Other sections of the bill would apply
to persons not covered by pension plans.

Mr. DENT. Mr. Chairman, we have
before us today, HR. 2, the Employee
Benefit Security Act of 1974. This land-
mark legislation represents the culmina-
tion of over 10 years of work on the part
of our committee and, if I may be al~-
lowed a small measure of pride, ranks as
a milestone in my legislative career. No
more important piece of legislation will
be before us this year. With the protec-
tions afforded to participants in this bill,
we will extend for the first time mini-
mum Federal performance standards for
the singlemost important source of re-
tirement security aside from social secu-
rity. Those whose efforts fuel our econ-
omy will enjoy a Federal guarantee of:
' First. Minimum vesting standards—
Partial retirement benefits will be earned
even by those who serve less than full
careers with employers;

Currently, the vast majority of those
covered by private pension plans can
have no protection against forfeiture of
their accrued benefits, in the event they
leave coverage before attaining retire-
ment age or fulfilling stringent minimum
service requirements extending in some
cases to as long as 30 years.

Second. Minimum funding stand-
ards—Defined benefits will be required
to be funded currently as they accrue
and past service credits will be amortized
over reasonably short periods of time.
These new requirements will help pre-
vent the accrual of benefits without con-
current payments into the plan to pay
those benefits when they come due.

Third. Termination insurance—De-
fined benefit plans will be covered by in-
surance to protect participants against
the loss of benefits on account of plan
terminations prior to completion of the
funding cycle.

This provision will provide a backup
guarantee to every pension plan that,
regardless of the economic fortunes of
the companies sponsoring the plan, its
obligations will be met.

Fourth. Fiduciary standards — All
plans will be subject to new Federal trust
standards which will delineate the rights
and responsibilities of those who are cov-
e;-ed by and those who deal with pension
plans.

These standards, embodying existing
trust concepts, will prevent abuses of the
special responsibilities borne by those
dealing with plans.

Fifth. Disclosure and reporting—All
plans will be required to provide each
participant with certain limited informa-
tion, publish comprehensive financial
and actuarial data and provide special
reports on the occurrence of certain crit-
ical events. The availability of this infor-
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mation will enable both participants and
the Secretary of Labor to monitor the
plans’ operations.

H.R. 2 was reported from our commit~
tee by a unanimous vote last session, hut
in the intervening period of time, events
have overtaken that bill and Mr. ULLMaAN
and I are offering today an amendment
in the nature of a substitute for H.R.
2, comprising H.R. 12906, as approved by
the Committee on Education and Labor,
and H.R. 12855, as reported by the Com-
mittee on Ways and Means.

H.R. 12906 contains all of the constitu-
ent provisions of H.R. 2, modified slightly
to accommodate the broader scope of this
substitute. As I view H.R. 12906, all of
the purposes of H.R. 2 are sarved by its
provisions but unlike H.R. 2, it does not
stand on its own. It is a part of a larger
measure which utilizes the jurisdictional
resources of our committee, as well as
the Committee on Ways and Means, to
establish a protective framework of enor-
mous strength. We have blended the
civil contractual guarantees contained
in HR. 2 with the enforcement mech-
anisms of both the Labor and Treasury
Departments. I view this substitute as
a strengthened version of H.R. 2 and
take pride in the work of both Mr.
ULLman’s and my own committee.

Others have expressed the view that
the “overlap” between the bills—parts
II and III of H.R. 12906 and subtitle A
of H.R. 12855 contain comparable pro-
visions—is a destructive rather than con-
structive approach. My only rebuttal to
them is to point to the comprehensive
scope of the bill and ask which of these
two committees alone could accomplish
what has been done through a joint
effort.

First. Could Ways and Means have
provided ecivil contractual remedies
through the Internal Revenue Code?

Second. Without the vesting and fund-
ing standards in the Labor bill could we
accomplish preemption of State laws in
this field?

Third. Could we hope to coordinate the
competing interests of Federal revenue
and participants and plan contractual
requirement?

My answer is that only through the
method chosen by our two committees
could we accomplish what is needed by
the participants in pension plans. We
have recognized the serious risks in-
volved with the joint jurisdiction cre-
ated as between the Labor and Treasury
Departments. The substitute provides
that in the area of the “overlap” both
agencies will be required to issue joint
regulations precluding them from de-
veloping inconsistent administrative
practices. Beyond that, the statutory
provisions are all but identical, save for
technical variations. Whatever potential
problems might exist have been more
than adequately dealt with.

I commend to my colleagues the ex-
tensive explanatory material published
in yesterday’s CONGRESSIONAL RECORD
dealing with the provisions of H.R, 12906.
That material explains in great detail
the committee’s purposes and policy in
approving that bill and directing that it
be offered as part of a substitute for
HR.2.




February 26, 197/

Mr. GAYDOS. Mr. Chairman, will the
gentleman yield?

Mr. DENT. I yield to the gentleman
from Pennsylvania.

Mr. GAYDOS. Mr. Chairman, I thank
my collieague for yielding. It has been
my pleasure to serve with him for the
last 6 years. I appreciate his very meticu-
lous analysis of this legislation.

In my particular district, where we
have the greatest concentration of
United States Steel and spin-off indus-
tries, we find a erying need for this legis-
lation. We have example after example
where pension benefits have been denied
to employees after years of service and
high contributions of deferred wages into
various pension plans.

Our hearings have proved the need for
this bill; workers know and feel the need
for this legislation; and all of us know
in good conscience that the time has
come to provide pension protection for
all Americans.

Mr. Chairman, I rise in support of the
committee substitute for HR. 2.

I. INTRODUCTION

Growth of private pension plans.

In order to fully appreciate the need
for this legislation, it is necessary to re-
view the growth of the private pension
system to date. The following statistics
most vividly demonstrate the great ex-
pansion since 1940:

Employees covered
(In millions)

1970 ..
1930 (estimated)

Additionally the value of the assets
of these pension plans have increased
from $2.4 billion in 1940 to $150 billion
in 1970, and are expected to increase to
$250 billion by 1980.

Whereas, in 1950, 450,000 beneficiaries
received $370 million in benefits, in 1970
the figures were 4.7 million beneficiaries
and $7.4 billion in pension payments.

Current Federal law pertaining to pen-
sion plans,

There are only three Federal laws
which ean be considered as having some
regulatory effect on such plans. These
are:

Section 302 of the Labor-Management
Relations Act (1947) provided funda-
mental guidelines for the establishment
and operation of pension funds adminis-
tered jointly by an employer and a union.

This was not intended to, nor does it,
provide standards for the preservation of
vested benefits, funding adequacy, secu-
rity of investment, or fiduciary conduct.

The Welfare and Pension Plan.Dis-
closure Act of 1958 was enacted for the
purpose of protecting the interest of wel-
fare and pension plan participants and
beneficlaries through disclosure of in-
formation with respect to such plans by
requiring the plan administrator to file
with the Secretary of Labor and to make
available to participants and benefici-
aries the annual report of the plan.

This law was amended in 1962 to make
theft, embezzlement, bribery, and kick-
backs Federal offenses if they occurred
in connection with welfare and pension
plans. The amendments also required
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bonding of plan officials and provided
limited investigatory and regulatory
rower to the Secretary of Labor.

Experience since 1962 has demon-
strated the weakness of this law in its
limited disclosure standards and the ab-
sence of fiduciary standards. The main
shortcoming of this law is its reliance on
the individual employee to police the
management of the plan.

The Internal Revenue Code provides
certain tax deduction benefits for em-
ployers for contributions made to a plan
as well as tax exemption for the invest-
ment earnings on such plans. To be eligi-
ble for such “gqualified status” the plan
must: first, be for the exclusive benefit
of the participants; second, exist for the
purpose of distributing the corpus or
income to the participants; third, be
established in such a manner as to make
it impossible for the employer to use or
divert funds before satisfying the plan’s
liabilities; and fourth, not discriminate
in favor of officers, stockholders, or highly
compensated or supervisory employees.

Since the primary function of this law
is to produce revenue and prevent tax
evasion, enforcement consists in the In-
ternal Revenue Service's grant or dis-
allowance of “gualified status” to a pen-
sion plan. Accordingly, there is only a
very limited protection for the rights of
the participants and beneficiaries of a
plan.

II. PURPOSE OF THIS LEGISLATION

Very succinctly the purpose of this leg-
islation is to require:

That plan administrators will adhere
to certain fiduciary standards when
handling the affairs of the plan;

That the plan administrator will pro-
vide in a meaningful manner the neces-
sary information as to the current status
of the plan on an annual basis;

That employees be included in pension

‘plans at or near the inception of their

employment;

That employees will earn nonforfeita-
ble rights in the plan after a short period
of employment;

That the employer make contributions

to the plan to cover the vested rights

acquired by the employees; and
That, in the event of plan termina-
tion, sufficient assets will be available to
meef the plan’s obligations to its partici-
pants and beneficiaries.
II. ANALYSIS OF THIS LEGISLATION

To go into further detail the follow-
ing are the significant provisions of this
legislation:

Fiduciary responsibility and disclosure.

This part of the proposed legislation
would cover all private employee, benefit
plans under commerce clause jurisdiction
except:

Plans of Federal, State, and local gov-
ernment.

Plans established and maintained
solely for the purpose of complying with
workmen’s compensation or unemploy-
inent. compensation disability insurance
aws.

Plans established and maintained out-
side the United States for the benefit of
non-U.8. citizens.

Certain church plans.

Unfunded deferred
plans for top executives.

compensation
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Plans subject to this part would be
required to conform fo the fiduciary and
disciosure standards no later than 6
months after passage.

With respect to fiduciary standards,
anyone who exercises any power of con-
trol, management, or disposition with re-
gard to a fund’s assets or who has the
authority to do so or who has the au-
thority or responsibility in the plan’s ad-
ministration must act “solely in the in-
terest of the participants and with the
care, skill, prudence, and diligence under
the circumstances then prevailing that
a prudent man acting in a like capacity
and familiar with such matters would
use in the conduct of an enterprise of a
like character and with like aims.”

A fiduciary would be required, with
certain exceptions, to diversify invest-
ments so as to minimize losses.

A fiduciary would be prohibited from
dealing with such fund for his own ac-
count, acting on behalf of any party
adverse to the interests of the plan or
its participants, receiving any personal
consideration from any party dealing
with the fund in connection with any
transaction involving the fund, trans-
ferring property to any party in interest
for less than adeguate consideration,
and permitting the acquisition of prop-
erty from any party in interest for more
than adequate consideration.

The administrator of a pension or
welfare plan would be required to
publish a description of the plan setting
forth the identity of the administrator,
the benefit schedule, the plan’s vesting
‘provisions, and the procedure to be fol-
lowed in presenting a claim as well as
for appealing claims that were denied.

The administrator would also be re-
quired to publish an annual report set-
ting forth in detail substantial financial
information as to the assets of the plan,
the benefits paid, number of employees,
receipts and disbursements, known
party-in-interest transactions, loans in
default, et cetera, as well as an audit and
opinion of independent qualified public
accountant and an actuarial statement.

Upon request, the administrator
would be required to furnish a partici-
pant information as to his or her rights
and the amount of any nonforfeitable
benefit.

The Secretary of Labor would have
authority to investigate any plan and
would have authority to bring any legal
action to enjoin any act or practice
which appears to him to violate the law.
Participants and beneficiaries would also
have the right to institute such pro-
ceedings,

Vesting.

Vesting refers to the nonforfeitable
right or interest which an employee par-
ticipant acquires in the pension fund.
The benefit credits may vest in an em-
ployee immediately, although in most
cases participants do not become eligible
for vesting of benefits until a stipulated
age or period of service, or a combina-
tion of both, is attained.

At present, only one of every three
employees participating in employer-
financed plans has a 50 percent or greater
vested right to his accrued retirement
benefits. Moreover, 58 percent of covered
employees between the ages of 50 and 60




4282

and 54 percent of covered employees 60
years of age or over do not have a quali-
fied vested right to even 50 percent of
their accrued retirement benefits. Ex-
treme cases have occurred in which em-
ployees have lost retirement rights at ad-
vanced ages as a result of being dis-
charged shortly before they would have
been eligible to retire.

Title I, part 2 of the proposed legisla-
tion would require minimum vesting
standards for all private pension benefit
plans including profit-sharing plans
which provide benefits after retirement
except—

Federal, State, and local plans;

Certain church or fraternal society or
association plans;

Plans established or maintained out-
side the United States for workers who
are non-U.S. citizens;

Executive deferred
plans;

Secondary plans providing class year
vesting; and

Keogh plans,

Plans subject to this part would be re-
quired to include in the plan an employee
after 1 year’s service or age 25 whichever
occurred later, except for a plan which
provided that after 3 years of service or
age 25, whichever is later.

Every plan subject to this part would
be required to adopt one of the following
vesting rules:

One hundred percent vesting after 10
Yyears of service; 25 percent vested after
5 years of covered service with an an-
nual increase of 5 percent for the follow-
ing 5 years of covered service, leading
to 100 percent vesting after 15 years; and
50 percent vested when age plus covered
service equals 45, with an annual increase
for 10 percent until 100 percent vesting
is reached. >

A plan would be allowed to provide for
vesting of benefits after a lesser period
of time and in a greater amount than
required by any of the above three rules,
and a plan could change its vesting rules
at any time provided that the vested
benefits not be delayed or reduced for
participants in the plan at the time of
the change.

With certaifi exceptions, such as serv-
ice prior to age 25, an employee’s entire
service with the employer contributing
to or maintaining the plan shall be con-
sidered in computing the employee’s pe-
riod of covered service.

Plans in existence on January 1, 1974,
shall conform to the vesting require-
ments of this part with respect to plan
years commencing after December 31,
1975, except that in the case of multi-
employer plans subject to collective bar-

such conformity shall occur
between December 31, 1976, and Decem-
ber 31, 1980, depending when the bar-
gaining agreement terminates within
such period.

Plans adopted subsequent to enact-
ment must conform to the vesting
requirements at the commencement of
the first plan year.

In view of the fact that requiring plans
in existence on December 31, 1973 to
conform to one of the three vesting rules
provided by this legislation, might sub-
ject the plan to substantial additional

compensation
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costs to provide for the increased vesting,
which might lead to reduced benefits or
possibly plan termination, a transitional
rule is provided by title IT of the legisla-
tion whereby such a plan would have
reduced vesting requirements for the first
5 years it is subject to this part of the
legislation. This would allow a plan to
provide at least 50 percent of the re-
quired vesting pursuant to the vesting
rule applicable to the plan for the first
year with the percentage increasing 10
percent per year so that the vesting rule
would be complied with by the end of the
sixth year.

Funding.

Funding refers to the accumulation of
sufficient assets in a pension plan to
assure the availability of funds for pay-
ments of benefits due to the employees
as such obligations arise.

Pension plans which are qualified
under the Internal Revenue Code musf
meet certain minimum funding require-
ments by irrevocably setting aside funds
in trust or through the purchase of in-
surance contracts. Contributions to such
plans must generally be at least large
enough to pay the normal pension costs
plus the interest on unfunded accrued
liabilities which generally are attrib-
utable to the past service of the covered
employees. This minimum funding re-
quirement is not adequate, however, as it
is designed only to prevent the unfunded
liabilities from growing larger and does
not require any payment to reduce the
amount of the outstanding unfunded
liabilities which may be substantial.
Without mandatory funding of past serv-
ice liabilities, a pension plan may never
be able to meet its pension obligations to
its employees.

* Title I, part 3 of the proposed legisla-
tion would apply to all pension benefit
plans subject to the vesting provisions
except for profit-sharing and other indi-
vidual account plans not providing for
employer contributions. It would require
each plan to provide a minimum level of
contributions equal to the normal cost of
the plan for the year—which it currently
must make pursuant to Internal Revenue
Service requirements—plus an amount—
for plans in existence on January 1,
1974—to amortize in equal amounts the
unfunded liabilities over a 40-year pe-
riod. In the case of plans which come into
existence after January 1, 1974, the pe-
riod would be 30 years except in the case
of a multiemployer plan it would be 40
years.

Where subsequent amendments to the
plan result in increases in the unfunded
liabilities, such increase is to be amor-
tized by equal annual payments over 30
years—40 years in the case of a multiem-
ployer plan.

In view of the fact that assets of the
fund may appreciate or depreciate in
value over the life of the plan, any ap-
preciation in value or depreclation in
value must be amortized over a 15-year

There is also provided by the legisla-
tion an alternative method of funding
which is to be used if it brings a higher
level of funding in any year than would
the basic funding standard.

Plan termination insurance.
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A study of pension plan terminations
for the year 1972 prepared by the De-
partments of Labor and Treasury dis-
closed that following:

There were 1,227 plans terminated in-
‘volving 42,000 claimants; 19,500 claim-
ants in 546 plans lost benefits; the claim-
ants which losses represented eight-one-
hundreths of 1 percent of all workers
covered by private pension plans; 8,500
of the claimants with losses where either
retired, eligible for retirement or fully
vested; the total present value of the lost
benefits amounted to $48.7 million for all
claimants and $34.4 million for those re-
tired, eligible for retirement or whose
rights were fully vested; plans that were
at least 5 years old at time of termina-
tion accounted for most claimants with
losses; and half of the claimants with
losses were in plans of unprofitable em-
ployers.

These statistics indicate that while
compared to the total number of em-
ployees covered by private pension plans
those who experienced losses represented
a very minor percentage, the fact re-
mains that there were 8,500 persons who
experienced losses who were either re-
moved “from the labor force by retire-
ment or ready to retire or whose benefits
were fully vested. Obviously their loss
was very substantial and may well have
‘had a catastrophic effect on their well-
being.

While the vesting and funding provi-
sions which are required by this legisla-
tion should go a long way to minimize
the possibility of loss from future plan
terminations, still and all, as long as a
plan contains unfunded accrued liabili-
ties, there is the distinet possibility that
termination of a plan with such un-
funded liabilities will result in a loss of
vested benefits to participants and bene-
ficiaries of the plan.

Accordingly, title I, part 4 of the pro-
posed legislation provides a method to
protect participants and beneficiaries
from loss of benefifts in the event the
plan terminates. It establishes a Pension
Benefit Guaranty Corporation with the
Department of Labor, with the Board of
Directors consisting of the Secretary of
Labor and two officers or employees of
the Department of Labor. The purpose of
the Corporation is to:

Encourage the continuation and main-
tenance of voluntary private pension
plans to the benefit of their participants;

Provide for the fimely and uninter-
rupted payment of pension benefits to
the participants and beneficiaries under
all insured plans; and

Minimize over the long run the pre-
miums charged by the Corporation.

All plans covered under the funding
provisions of the bill and which cover
more than 25 participants—where at
least 10 have obtained nonforfeitable
benefits—at all times during any period
of 5 consecutive plan years, and with as-
sets equal to at least 10 percent of the
present value of insured benefits are cov-
ered and required to pay premiums.

The Corporation is required to estab-
lish two separate funds, the single em-
ployer primary trust fund for single em-
ployer plans and the multiemployer trust
fund for multiemployer plans.
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. The Corporation shall proscribe sepa-
rate premium schedules for each trust
fund and is authorized to revise any pre-
mium schedule whenever it determines
such revision is necessary, but such revi-
silon may only take place ii Congress
approves.

The Corporation is authorized to pay
participants and beneficiaries in the
event a plan terminates according to a
formula which is intended to protect the
participants and beneficiaries from a
loss of benefits as a result of inadequate
assets to meet the vested labilities of
the plan.

Obviously the purpose of plan termi-
nation insurance is to protect the partic-
ipants and beneficiaries from any loss
of benefits, and where the employer con-
tributing to the plan which terminates
is insolvent, there is no claim against
the employer for the amount of funds
expended by the Corporation. But where
the employer is solvent, the Corporation
is authorized to recover any funds ex-
pended up to 50 percent of the net worth
of the employer.

Such a procedure is necessary to pre-
vent a solvent employer from terminating
a plan and transferring the amount of
the unfunded vested liabilities to the
Corporation. Absent this procedure the
solvent employer would be able to renege
on his agreement to contribute to the
plan with impunity.

The premiums charged by the Cor-
poration and benefits paid out by the
Corporation shall apply to plans sub-
ject to the part of the legislation for plan
years commencing after June 1, 1974, ex-
cept that in the case of a multiemployer
plan, it shall apply during the period
December 31, 1976 and December 31,
1980, depending on the date which the
collective-bargaining agreement relating
to the plan expires.

IV. CONCLUSION

The need for this legislation is abun-
dantly clear. If we are to provide finan-
cial security for the increasing percent-
age of the work-force which will be at-
taining retirement age in the years to
come, it is incumbent on the Congress
to pass this legislation at this time.

Mr. Chairman I include the following
statement from the steelworkers legis-
lative appeal:

H.R. 2—FPRIVATE PENSION REFORM
THE CASE FOR PLAN TERMINATION INSURANCE

ADMINISTERED BY A FUBLIC CORPORATION

One of the essential protections for pen-
slon beneficlaries is in Part 4 of H.R. 2 which
provides for publie insurance of pension plans
againsf the risk of termination. Currently,
no such insurance program is available in
the private sector. Furthermore, no such re-
insurance system is feasible unless it is a
mandatory one.

Private insurance is based upon the prin-
ciple of voluntarism and screening out of
high risk cases. Neither of these principles
can assure an adequate program of reinsur-
ance for the private pension plan system. The
basic weakness in the system—namely, ter-
mination of some plans—requires a manda-
tory social insurance program.

Congressman Erlenborn, who has volced
objection to even the concept of a reinsur-
ance program on the basis that it iIs not
needed, attempted In the Labor Committee
to convert the public corporation concept in
HR. 2 into a quasi-public (quasi-private)
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corporation controlled by private sector
groups. He probably will make similar at-
tempts when the bill reaches the floor. Since
the pension reinsurance system can func-
tion only under government mandate, it is
inconsistent to put its control in private
interest hands. Therefore, we oppose any
such attempts.

A number of arguments have been made
against a soclal insurance system adminis-
tered by a government corporation chaired
by the Secretary of Labor.

1. Allegation: Premium Rates Would Be

Higher

It is charged that the Secretary of Labor
would direct the insurance corporation to
liquidate immediately the investment assets
of terminated plans. S8ince plans may more
likely terminate in periods of economic
downturns, the value of such assets may be
depressed. Immediate dumping would, there-
fore, result in a low return thereby putting
& greater strain upon the trust account and
the premium contributions thereto.

Response

HR. 2 provides the Becretary wlth the op-
tion of retalning such assets in order to
minimize increased premiums, There is no
assurance that the judgment of a private
board of directors on this matter would be
any more sound than that of the govern-
ment corporation. Furthermore, pension
plans may terminate irrespective of eco-
nomic conditions; in some cases terminations
are caused more by reasons unique to the
particular plant or Industry. Hence, the gen-
eral market conditions would not affect the
liquidation of the assets of the particular
terminated plan.

Furthermore, durlng a downturn, there
may be no indication of its duration. Hence,
the reinsurance corporation, whether pub-
licly or privately directed, will have to make
its decision to ligquidate dependent upon its
own resources to meet the worker benefit
payments of the terminated plan.

2. Allegation: The reinsurance trust account
should be operated like the FDIC and
NLRB
The charge 1s made that private represent-

atives should be named to the corporation

in order to keep it consistent with other
types of government entities.
Response

The Federal Deposit Insurance Corpora-
tion is a public corporation, not a quasi-
publie corporation as contemplated by the
Erlenborn amendment. Its Board of Direc-

tors does not represent specific self-interest-

groups. Membership based wupon Interest
groups would create a conflict-of-interest
situation which would be injurious to pen=-
slon beneficlaries.

Reference to NLRB commissioners is also
irrelevant because the NLRB is a quasi-judl-
cial body established to apply and interpret
the NLRA. In performing that function, it
was deemed necessary and fair that both
management and labor interests be repre-
sented in the decision process of what is es-
sentially an adversary situation. Reinsuring
pension plans is not an adversary proceeding.

The AFL-CIO is not advoecating that labor
representatives be selected as actuarial ex-
perts for membership on a multilateral
board. It is sufficient that the workers' Inter-
est be recognized by placing the responsibil-
ity for the administration of termination
insurance in the hands of the Secretary of
Labor.

3. Allegation: The public corporation would
be unable to atiract qualified personnel
Response

The social security system has not been

plagued by such a problem in attracting
qualified personnel, and there 18 no reason to

suspect that the situation will be different.

for the pension insurance corporation.
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Furthermore, qualified actuaries and other
needed experts will best and most objectively
be able to administer the reinsurance system
in the public interest from a civil service
stature. They would not be able to doso asan
adjunct of the private insurance or banking
industry as would be the orlentation of the
employees of a quasi-public corporation.

4. Allegation: Pension fund invesiment port-
folios would be unduly regulated by a
public corporation
Probably the primary objection to a public

corporation administering the reinsurance

system is the fear or anticipation of govern-

ment regulation. It is alleged that govern-

ment officials would gquestion the character

of some investments both as to their reli-

ability and rate of return. Pension trustees

would be hampered by such public oversight.
Response

The bill does have sections governing the
investment policies of plan trustees relative
to “prudent man" judgements and conflict-
of-interest transactions. There are also pro-
hibitions on the amount of stock to be held
by the sponsoring employer’s corporation.
In addition, regulations regarding actuarial
standards would limit many actuarial as-
sumptions now being made by plan trustees.
All these restrictions and government regula-
tions pertaining to them are in other sections
of the blll to be administered by the IRS and

nt of Labor.

It would be inconsistent to allow the plan
termination insurance program to be ad-
ministered without relationship to these
regulations, But this is what the advocates
of the quasl-public corporation really want.
They fear that the public corporation, in
assessing the premiums, would evaluate the
pension plan assets.

Yet objective evaluation is the very goal
which we seek for both the beneficiaries of
the pension plans and for solvent employers
who must continue to pay premiums to cover
terminated plan liabilities. We think that
since this insurance system is more properly
a social one, its administration is also more
properly public so that the public interest
can be served.

If bank deposits can be not cnly reinsured
but also their reinvestment and use by banks
be regulated by government regulations,
surely so too can the pension deposits of
workers be reinsured and their investments
regulated.

5. Allegation: Secretary of Labor would have
an undue influence in the stock market

This argument is just the opposite of the
Allegation No. 1. It alleges that the Secre-
tary could withhold liquidation to serve
other government purposes, such as the con-
trol of prices.

Response

While such a purpose may actually be
positive at times, the effectiveness of such
control is unrealistic. The Secretary of Labor
is under the duty of investing the assets of
the insurance corporation in a manner cal-
culated to best promote its purposes; that
is, to make good on all vested liabilities of
pension plans at the least possible cost to
the solvent plans paying premiums.

The purposes of the corporation would not
be promoted by rapid ligquidation of any
security since any such action—regardless
of timing with respect to the business cycle—
would reduce the amount realized. SBimilarly,
taking an action unrelated to the purpose of
the corporation would, of course, not be pro-
moting its interests, and would in fact be
in violation of the law. To allege that the
Secretary will engage in these practices is
to allege that he will be guilty of impeach-
able offenses.

The market power of the insurance corpo-
ration will be miniscule in relation to the
assets of pension funds, insurance compa-
nies, savings and loan assoclations, mutual
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funds, banks, and trusts. Over a period of
years the assets of the corporation might,
almost, accumulate to 1ip of one per cent of
the total market. Even at that improbably
high figure, the mazximum market Impact of
any. action of the corporation would be
miniscule, Many hundreds of other investing
agencies would individually have a far
greater infiuence in the market.

When the Federal Reserve Board changes
the rediscount rate up or down, the imme-
diate impact on the stock market 1s meas-
ured in the tens of billions of dollars. A
pessimistic or optimistic forcast of crops by
the Department of Agriculture, price index
announcements by the BLS, offering of new
securities by the Treasury, estimates of the
federal deficit, all have influence on markets
in comparison with which the power of the

pension insurance corporation would be puny
indeed.

CONCLUSION

Administration of plan termination insur-
ance is a public responsibility. HR. 2 right-
fully places that responsibility in the Depart-
ment of Labor. We urge the rejection of any
amendments to convert the relnsurance cor-
poration into a quasi-public corporation con-
trolled by private interest groups.

Support H.R. 2 with no amendments.

Mr. ERLENBORN. Mr. Chairman, I
yvield such time as he may consume to
the gentleman from California (Mr.
PETTIS).

Mr. PETTIS. Mr. Chairman, I would
like to ask the chairman of the commit-
tee a brief question.

As I understand it, Mr. Chairman,
church plans under the provisions of this
bill are exempt from the new participa-
tion, vesting and funding provisions of
the bill.

Are they also exempt from the fiduci-
ary and reporting registration provisions
of the bill

Mr. DENT. The fiduciary and report-
ing provisions are in part 1 of subtitle B
of title I. They, of course, cover all of the
fiduciary and reporting provisions, and
since church plans are exempt from the
provisions of that part, it is clear that
church plans are not subject to these new
fiduciary and reporting provisions.

Mr. PETTIS. I thank the gentleman.

Mr. ERLENBORN, Mr. Chairman, I
vield myself such time as I may consume.

Mr. Chairman, as I mentioned earlier
in the debate on the rule, our subcom-
mittee has been for 5 or 6 years spend-
ing a good deal of its time in this area of
private pension reform. Over this pe-
riod of time there has been a good deal
that we have seen in newspaper ac-
counts, press releases by Members of
Congress, and so forth, as to the horror
stories that exist in the field of private
pensions.

Very frankly, many of these horror
stories were greatly exaggerated. Some,
for instance, coming from the efforts of
the Committee on Labor and Public Wel-
fare in the other body suggested that
only 1 out of every 10 plan partici-
pants now participating in private pen-
sions would ever get any benefits what-
soever E

We can look to actual studies of the
question of who is going to get pensions
and who is not.

There was a study that was commis-
sioned by the Department of the Treas-
ury and the Department of Commerce
that showed in the neighborhood of 66
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percent of - present plan participants
would draw benefits' from the plan in
which they are now participating. An-
other 20 percent would terminate with-
out vested rights, yet young enough to
acquire vested rights in another plan;
so somewhere in the neighborhood of 86
percent would ultimately get some bene-
fit from the private pension system.

Although I question the horror stories,
there is no question that as a result of
extensive studies by our subcommittee
there are problems existing in the pri-
vate pension system. Plans do have diffi-
culties. There are some that do not have
any sort of decent vesting standards.
There are some that have no decent
funding standards; so there is certainly
an area, a reasonable area within which
legislation is necessary and can do a
job to protect the working men and
women of this country.

I think the legislation that is brought
before us today addresses those very real
problems. It does not necessarily address
itself to the kind of horror stories that
we have heard, and I think rightfully
50.

I think we have done a good workman-
like job in fashioning legislation in this
area.

I will confine my comments to HR. 2,
as reported by the Committee on Educa-
tion and Labor. Time will be made avail-
able for members of the Committee on
Ways and Means to discuss the part of
the bill reported by them.,

In HR. 2, the first and very noncon-
troversial part of the bill has to do with
disclosure, reporting, and fiduciary
standards. At the present time the De-
partment of Labor under the Welfare
and Pension Plan Disclosure Act does
have jurisdiction in the area of reporting
and these reports are available to the
publie; so a certain amount of disclosure
is available.

Building upon this present jurisdiction
of the Labor Department, we expand the
requirement for those operating private
pension plans to make available infor-
mation in the form of reports to the De-

.partment of Labor.

In addition, we are providing that in
meaningful layman’s language those who
are participants in private pension plans
be given information as to what their
plan provides, what kind of benefits they
can rightfully expect.

As a matter of fact, if people do have
this sort of meaningful information made
available to them, I think some of the
unwarranted expectations that gave rise
to the horror stories that people were
not getting what they anticipated will be
a thing of the past, because many of
them are based on what people antici-
pated getting that they never were en-
titled to, because they did not honestly
know what was in their pension plan;
they did not honestly know what their
rights would be.

In addition, we at the present time
have no national fiduciary standards that
would be applicable to those who stand
in the fiduciary relationship to the plan
and plan participants, In this first part
of our bill, we do provide a set of national

‘fiduciary standards.

Getting on to the more relevant and
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important parts of the bill, we have in"
this legislation before us minimum vest-
ing standards. In the initial stages of
considering this legislation, there were
many different suggestions. Some said
that we ought to have straight years of
participation as a vesting standard, 'and
it was suggested 10 years would be a
reasonable length of time.

The gentleman from Pennsylvania
(Mr. DENT) in his original legislation
provided such a minimum vesting rule.
There were others, noticeably in the
other body, who suggested that graded
vesting would be a better way of doing
it; that is, to start with some percentage
in the beginning and over a period of
time be graded into 100 percent pension
rights.

So, it was proposed in the other body
a graded vesting return of 8 to 15 ycars,
starting with 30 percent vesting at the
end of 8 years with 10 percent each addi-
tional year until at the end of 15 years a
person would be 100 percent vested.

I think it is important to point out at
this point how people can misconstrue
this. I know that when they icok at vest-
ing and we talk about 10 percent, 20 per-
cent, 50 percent, they believe we mean
that percentage of the final pension. But,
it is important to note that that is not
what is meant. If a person is 50 percent
vested, that means that he is credited
with one-~half of the time that he has ac-
cumulated as a participant in the plan.

For instance, if the man is 50 percent
vested at the end of 10 years participa-
tion, it means he gets credit for 5 years
and he builds his pension credits on the
basis of that. So, there has been, I think,
a misunderstanding as to what vesting
really is.

One additional rule for vesting that
was proposed by the administration is
the rule of 50. The rule of 50, briefly, is
this: When a person's age plus his years
of participation added up to 50, he is 50
percent vested. That is, he gets credit for
half the time he has participated in the
plan. Each additional year thereafter,
he would get an additional 10 percent
until 5 years after the rule of 50's full
application, he would be 100 percent
vested.

In our consideration, it became ap-
parent, I think, to the gentleman from
Pennsylvania (Mr. DenT) and to me,
that there was no magic as to any one
of these types of vesting. It really was
very difficult. to accept the argument
that all plans—150,000 or 200,000, how-
ever many there might be existing in the
United States—ought to have straight
yvears as a vesting standard or ought to
have graded vesting, or ought to have
an age-weight vesting—that is, a rule
of 50 orsome like rule.

So, we agreed before reporting the bill
that we would make available to the
plans that are existing and to any that
may form after the passage of this law
an option as to the type of vesting they
might like; elther straight years, in
which case it would be 10 years, and the
number could be fewer but a minimum
of 10 years; or graded vesting, and we
reported out 8- to 15-year rule which has
since been modified to 5- to 15-year rule;
or age-weight vesting, and we adopted
a modified rule of 45.
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So that now, under this bill, we have
three options for vesting. A plan can
tailor its vesting standards within the
proscriptions as to minimum standards
in a way that will best satisfy its needs
and the needs of the participant in that
particular plan.

We give them these options instead
of trying by law to put them all into
the same mold, which may be ail right
for some, but not good for others.

Mr. Chairman, as to funding, it be-
came apparent, under our present regu-
lations relative to funding of pension
plans at the Federal level, which is wholly
within the Department of Treasury and
the Internal Revenue Code, that so far
the Federal Government has been wor-
ried primarily about overfunding. The
Treasury Department is worried about
the impact on the Treasury or putting
in too much money in any one year.

So that is really all the Government
has been worried about up to the present
time. What we now are worried about is
the protection of the worker, for mini-
mum funding standards. That is what
we will provide for in the bill before us.

So each employer who is holding out
a promise to his employees that the op-
eration of this fund will provide a pen-
sion in the future will be required to
amortize the unfunded portion of his lia-
bilities in that fund over a reasonable
length of time. There are different stand-
ards for differing types of unfunded lia-
bilities, but generally speaking, a 30-year
amortization is provided. As to multiple
employer pension plans, a 40-year amor-
tization is provided. This means that
there will be a better chance that the
funds will be in the pension trust at the
time the emplovee seeks to get his pen-
sion or at the time the frust may ter-
minate because of the employer’s inabil-
ity to continue in business or for what-
ever reason the plan may terminate.

It has been my argument that this
application of minimum funding stand-
ards for the first time in Federal legis-
lation will help to eliminate the need for
the other provision which is in part 4 of
tifle I, and that is termination insurance.

Lastly, Mr. Chairman, I would Hke to
talk about fermination insurance. This
is the only portion of the bill upon which
I have disagreement with the gentleman
from Pennsylvania.

Termination insurance holds out the
hope that everyone who participates in a
pension plan will get the full pension that
is offered to him or that has been prom-
ised to him. It has some hazards, how-
ever.

The only way that one can make ter-
mination insurance something other than
8 dumping ground for the obligations of
the employer is to put some sort of obli-
gation on the employer. At the present
time the legal foundation of pension
plans is that the employer sets up a pen-
sion trust and promises to make periodic
contributions into that trust. If there are
sufficient assets, the employee will get
the pension that has been described; if
there are not, he does not get it; he gets
something less. But the employer up un-
til the present time generally has not
made a promise to pay the pension, only
to make periodic contributions.
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In this way the employer has no obli-
gation underthe law for the total amount
of the promised pension benefits. It is
beeause of this device that we have been
able to build the large private pension
system that exists today. I can say very
confidently that if the law had required
the employer to guarantee the payment
of the pension 15 or 20 years ago when
that system began to grow, it would not
have grown in the proportions that it has
up until the present time.

With termination insurance we are
now going te change the basic legal
obligation of the employer, because under
the concept of employer liability we:are
saying to the employer, in essence, as
follows: “You no longer make a promise
to only make periodic contributions,
based upon the actuary’s computation
of what your obligation is; under this law
if there is not sufficient money in that
pension trust, for whatever reason what-
soever, your assets will be liable toward
the payment of the pensions to make up
the difierence between what is in the
pension trust and the total of the pen-
sions that have been earned at the
time of termination.”

For whatever reason, if there are in-
sufficient assets, the employer will be
liable.

That means, if the pension trust as-
sets fall in value because of poor judg-
ment on the part of the trustees, the em-
ployer will have to make up the differ-
ence, or if we have a recession or a de-
pression and the assets, which are gen-
erally invested in marketable securities,
such as stocks and bonds and so forth,
reduce in wvalue while the pension
promises remain at a stable level, there
is going to be that big gap between the
assets and the promises, and the em-
ployer’s assets will be liable for that
difference. We will have in effect made
the employer an insurer of the value of
the trust assets.

If the trust does not produce the funds
necessary, then the employer will be
personally liable.

As I say, it is difficult to envision ter-
mination insurance without some em-
ployer liability, because without that an-
other difficulty arises; that is, the em-
ployer looking at this new insurance cor-
poration which guarantees the payment
of pensions could say, “Why should I
continue to make these contributions to
the pension trust, because if I terminate
my plan today, the insurance company
will make payment?” So we have this
real dilemma upon the horns of which
I find myself impaled.

I do mot think insurance will work
without employer liability and I do not
think insurance with employer liability
will be good for working men and women.

Why do I say this? I say it because
of this reason: If you are a good busi-
ness manager and are managing a busi-
ness that has no private pension sys-
tem ftoday and this is enacfed into law
and you know you will have your assets
liable to the payment of pensions, you
will be very unlikely to decide to choose
a defined benefit pension system for your
employees. You will have other options.
You could go to money purchase, or you
could go to profit sharing. But I submit
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that the working men and women of this
country will be ill served if we discourage
the defined benefit pension system. I say
that because it is only this system that
guarantees people when they retire that
they will have a certain set income month
by month whether they live for 5 years
or 50 years after their retirement.

If we force the employers to choose
instead the money purchase plan, which
is a savings account, or the profii-shar-
ing plan, we will make it impossible for
those who will retire to have this se-
curity in their retirement years.

However, I wish we would wait for a
few years and see how these first falter-
ing steps we have taken into the private
pension regulation field work. But barring
that, the least we.can do is to change the
pension termination insurance concept
that is in the bill.

One of the difficulties I perceive is
that the provision in H.R. 2 will set up
this pension termination insurance
wholly within the Department of Labor.
The Secretary of Labor and two of his
employees will constitute the board. You
understand in the future when pension
plans terminate the assets will be as-
sumed by the insurance company. That
means after several terminations of sub-
stantial plans the Secretary of Labor
will have large blocks of private securi-
ties in his control for investment pur-
poses. So what would a political ap-
pointee do in determining how he would
invest or reinvest these private assets?
I submit we ought not to wait to find out
the answer by giving authority to the
Secretary of Labor to do this. I submit
that it would be better to have repre-
sentatives of organized labor and of the
business community and representatives
of the public generally form a board to
operate the pension termination insur-
ance and to make these determinations
as to the investment of private funds and
private securities in the private market
free from political influences. I will offer
an amendment for that purpose.

Mr. GAYDOS. Mr. Chairman, will the
gentleman yield?

Mr. ERLENBORN. I yield to the gen-
tleman from Pennsylvania.

Mr. GAYDOS. Mr. Chairman, I thank
my colleague for yielding to me, and I
join with and commend my colleague for
his remarks at the beginning of his state-
ment. I think they were very clear and
concise, and I think will be informative
to the Members who are listening.

However, Mr. Chairman, I am diamet-
rically opposed to the observations made
by the gentleman from Ilinois regarding
termination insurance.

Do I understand my friend and col-
league, the gentleman from Illinois (Mr.
ERrRLENBORN) correctly when the gentle-
man says that he advocates that we do
nothing with termination insurance for
the next 2 or 3 years?

Mr. ERLENBORN. Mr. Chairman, I
will answer the gentleman from Pennsyl-
vania by saying that if I were left the
right to make that decision my cholce
would not be to enact termination insur-
ance at this time. This is based on the
fact that recent studies show that only
8/100ths of 1 percent of plan partici-

pants are subject to losing anything as a
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result of plan termination, and those
who do have lost on an average no more
than $2,500 total—not annual income,
but $2,500 total. This shows the scope or
the problem as being relatively small. And
if it is relatively small before we have any
Federal regulation of private pension
plans, and before we have had minimum
funding standards, I submit that we can
anticipate that it will shrink and become
even smaller.

To solve this relatively small problem
by putting in the employer liability provi-
sion in the pension, the insurance provi-
sion, will precipiate termination of plans
so that they can avoid this liability. It will
discourage the improvement of plans be-
cause as soon as you grant an increase
in pension benefits you increase the un-
funded liabilities in the pension trust,
therefore increasing the employer’s per-
sonal liability, and it will therefore dis-
courage present employers from improv-
ing the pensions that they presently
operate.

Mr. GAYDOS. Mr, Chairman, if the
gentleman will yield further, I again con-
gratulate the gentleman for a very clear
presentation of his position, but may I
inquire of the gentleman from Illinois as
to what his remedy, if any, would be re-

garding those who find themselves, par-
ticularly under existing situations and a
potential unemployment problem, fur-
ther the effects of a conglomerate closing
of a pension plan, or where economic
conditions dictate that steel plants close?

Mr. ERLENBORN. I am happy the
gentleman from Pennsylvania asked that
question because there are other provi-
sions in the bill that meet these difficul-
ties.

First of all, I have already mentioned
the minimum funding standards that
will help assure the money will be there
when the plan terminates. Second,
there are provisions in the bill that
specifically prohibit diluting of the as-
sets of a plan that becomes merged with
another plan because of a business merg-
er. And, third, there is a provision for
equitable distribution of funds upon plan
termination.

This became quite apparent to us as
being a necessity when viewing some of
the difficulties that were brought before
our committee. For instance, in our hear-
ings in Washington we were advised, of
what one paper pulp mill experienced.
They had a pension trust that was over-
funded; it had $1 million more in as-
sets than were needed to pay the pen-
sions. There was a strike, and the result
of that strike was to increase the pen-
sions by about 50 to 80 percent over what
they had been before. Immediately that
plan became underfunded by over half a
million dollars. At this point the com-
pany was forced to go out of business.
Those who were already retired and
those who were eligible for early retire-
ment got much, much more than they
would have before the benefits were in-
creased. Those who were not eligible for
early retirement or who were unvested
were wiped out, got nothing at all.

In other words, this shows the in-
equity when we increase pension bene-
fits and we allow those benefits to go into
effect immediately in determining the
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priority in the distribution of assets to
the retired and those eligible for early
retirement. We can just by one simple
amendment to the plan wipe out the
rights of those who do not fall in the
higher classification of priority. In this
bill we are providing a schedule of priori-
ges for distribution of assets on termina-
on.

We say you must go back to the bene-
fits in effect 5 years prior fo termination
to make that distribution of assets, so
that a recent plan improvement will not
work to the detriment of the employees.
These provisions, if they had been the
law at the time of the Studebaker plan
termination, would have made sure that
many, many people would have gotten at
least a good portion of their pension.

One of the problems in Studebaker
case was that the employee organization,
the union, continued to negotiate plan
improvements, larger pensions, knowing
the company was in difficulty. When the
company folded, only a few got the high-
er pensions, and they got everything they
were entitled to. Those who were not high
in the list of priorities were wiped out.

This, I submit to the Members, was the
fault not only of the company, but it
was the fault of the employee union as
well that they did not look out for the
rights of all of the employees. What they
did was to see that some got much more
than they should have at the expense of
other employees.

Mr. GAYDOS. Mr. Chairman, will my
colleague, the gentleman from Illinois,
yvield further?

Mr. ERLENBORN. I yield to the gen-
tleman from Pennsylvania.

Mr. GAYDOS. I thank the gentleman
for yielding.

Let me try another question. Is the
gentleman saying that should we exclude
from the provisions of this legislation
any type of reinsurance, that the fund-
ing and vesting as projected in the lan-
guage of this legislation would take care
of my steelworker after this legislation
is passed. Particularly, if any ecoromic
condition forces him to Ieave? Is that not
the problem?

Mr. ERLENBORN. I wou.ld tell the
gentleman that it would take some time
for the funding standards to protect
them, but the schedule of priorities of
distribution of assets on termination
would take effect immediately, so there
would be some help. I would further an-
swer the gentleman in this fashion: I do
not think it is practical to expect that
this House will reject termination insur-
ance. I know the pressures that have been
put on by the Steelworkers and the
United Auto Workers, and I know that,
even though other elements of organized
labor do not favor termination insurance,
there is sufficient pressure, sufficient lob-
bying that has taken place, to guarantee,
in my opinion, that there probably will
be termination insurance in this bill
when it passes. What I am going to offer
is not to strike termination insurance
from the bill, so the gentleman need not
worry about making that point.

What I am going to offer is to see that
the termination insurance that is in this
bill will be more workable than it is at
the present time.
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One of the difficulties is that there is
an optional account in the termination
insurance as proposed by the gentleman
from Pennsylvania (Mr. Dext) in the
bill. The optional account would allow the
employers, upon the payment of a high-
er premium, to escape employer liability
totally.

In my opinion, if we do have this type
of optional account, those employers who
are anticipating terminating their plans
will pay the higher premium and then
will dump all of their liability on the in-
surance corporation, free and clear of
any rights of the employees to look to
the employer. I think that would be un-
fortunate.

What I will propose is a modified em-
ployer liability that would see that the
employer in that optional account could
not do this and then turn around the
next day and start another pension plan.
In the bill before us today, the employer
could dump his liabilities, terminating
the plan, have the insurance corporation
pick up those ligbilities, and then turn
around the very next day and start a
new pension plan. How fair is that to
the other employers who, through their
insurance payments, are picking up the
liabilities of this employer who has
dumped? How fair is that to the em-
ployees who are the beneficiaries of the
other plans, who are going to have their
pensions reduced because the employer
is forced to pay insurance premiums into
a pension trust that has picked up the
obligations of an employer who is so un-
serupulous as to dump his obligations on
the insurance company? I think we can
improve this insurance to have modified
employer liability that will not interfere
with the employers’ ability to get financ-
ing to keep their businesses going in hard
times, and it will prohibit this employer
from dumping his liabilities and then
starting another pension plan right
away.

The package of amendments that I in-
tend to offer when we reach part 4 of
title I will accomplish that, as well as
taking investment decisions out of the
political arena. I would hope that the
gentleman would support that package
of amendments.

Mr. GAYDOS. Will my friend, the gen-
tleman from Illinois, yield further?

Mr. ERLENBORN. I yield to the gen-
tleman from Pennsylvania.

Mr. GAYDOS. Unless my memory fails
me, I think that I had begun my ques-
tions, to which the gentleman has so
kindly responded, based upon his ob-
servations that he wished there were no
insurance provisions. If the genfleman
has changed, as he has so concisely
stated, I agree with him. We agree it is
necessary to have reinsurance in the bill
and it should be there.

Mr. ERLENBORN. I would repeat o
the gentléman I do nof think it is neees-
sary but I think, as I said, very prac-
tically it is going to be in the bill, the
pressures are there, and if it is going to
be in the bill let us see that it is drawn
in a way that will not allow unscrupulous
employers to dump their liabilities on
other employers and employees who are
participants in the insurance trust.
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Mr. GAYDOS. Mr. Chairman, will the
gentleman yield further?

Mr. ERLENBORN. I am sorry, I do
not feel I can yield further to the gentle-
man because if I use up all the time
Members on this side of the aisle will
not be able to join in the debate.

Mr. Chairman, I reserve the balance
of my time.

Mr, DENT. Mr. Chairman, I yield to
the gentleman from New York (Mr.
Bracer) such time as he may consume.

Mr. BIAGGI. Mr. Chairman, I thank
the chairman of the committee for yield-
ing.

Mr. Chairman, I rise in support of this
bill. I am privileged to be associated with
the gentleman from Pennsylvania, the
chairman of the subcommitiee (Mr.
Dexnt), who is without parallel in his ad-
vocacy of the workingman’s plight. He
has over the past 5 years during my time
in the Congress been the spearhead of
this activity and he has managed to over-
come all the obstacles to the point where
we see fruition or almost fruition on this
day.

Also I congratulate the gentleman
from Oregon (Mr. UrLman), of the Ways
and Means Committee, my colleague
who has worked so compatibly with the
gentleman from Pennsylvania (Mr.
DENT).

I would also like to observe that my
colleague, the gentleman from Illinois
(Mr. ERLENBORN) , makes his position very
clear for the most part and he agrees
with the committee.

But I am a little perplexed. We have
come a long way in this endeavor. We
are talking about the working man, the
man who like so many of us looks for-
ward to a little more security with pen-
sion systems, and who works and who
has hopes to retire one day, like all of us,
being free and clear of financial prob-
lems, and then one day the bad news
comes. He is no longer in business. He
is unemployed. The firm with which he
has given so much of his life is no longer
in existence.

My friend and colleague, the gentle-
man from Illinois (Mr. ERLENBORN), Says
it is not a horror, it is a problem. Well,
perhaps the gentleman comes from an
area where the people are more afluent,
but in my district I have listened to my
people who have been subjected to this
type of treatment. I have known many
of them for years. They were straight
standing and bright and proud of their
achievements and contributions. That is
they were until the bad news came. Then
I saw the husband and wife who were
long in years come to my office and seek
assistance in this very tragic illustration
of injustice. They were no longer straight
standing and bright. They were crest-
fallen and burdened with a sense of in-
security that logically follows as a con-
sequence of such drastic action.

I have often talked with them. I was
frustrated because I recognized the des-
peration of their plight and the justice
of their complaint, but I also knew there
was no recourse and I said: “We are
working on it in Congress and hopefully
one day we will provide resolution.”

That day has come. That day is here.
Resolution can be provided whether we
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talk of it in terms of problem or horror.
That is of no moment or conseguence.
To be academic it is a problem. To be
realistic and personal it is a horror.

It is a mark of the end of living for
many. It is the mark of a new course of
life that is burdened every day with a
sense of fear and insecurity that comes
in advanced years, of uncertain futures,
uncertain income, where industries dis-
appear from our economic sphere, where
opportunities no longer exist.

So we have dealt with this problem.
The chairman has been with it as a
matter of principle all of his adult life.

I guess most of us were. I was exposed
to the privilege of joining in the legis-
lative process as & member of that sub-
committee and a cosponsor of the bill.
I am grateful to be here and say that
one day we helped produce what in my
judgment is the Magna Charta of pen-
sions to the working people of our coun-
try. If it is nothing but a single first step,
an imperfect first step, it is a very signifi-
cant first step.

I would be happy to vote for this bill.
I regret that it does not contain within
it the element I wanted incorporated in
it. Hopefully, one day we will perhaps
with more experience; but as far as the
absence of termination in which my col-
league, the gentleman from Illinois (Mr.
ErrLEneorN) sald that a survey indicates
only a small amount, & small number of
people would be affected, if it would be
one it is wrong. I know it is more than
one,

I suggest that it runs in the numbers
of thousands and tens of thousands, the
potential even being greater, because we
have witnessed in the last decade a new
phenomencn in the business world, the
advent of the conglomerate, that went
about just sucking the very guts out of
local industry and in the process wreak-
ing havoec on the working man. Unless
that is stayed, or conversely, unless we
are provided with the protection that we
have been provided in this bill, the work-
ing man continues to be exposed to pres-
sures.

Title I establishes the baseline require-
ment for fair handling of a worker’s
money, a must if pensions are to be fair
and honest. the rules on disclosure of
all information relating to pension funds
are very, very strict, This is the only
way abuse can be detected and corrected.
Without information there is no protec-
tion, In this bill we are making sure there
is going to be access to all relevant in-
formation.

Second, equally important, are the
rules on fiduclary responsibility. We are
all familiar with the collogquial phrase
“guard as if it were your own.” Too often
where pension finds are concerned, that
statement is not lived up to. The men in
charge do not—and have not—guarded
other people’s money as if it were their
own. That is intolerable and we must
put an end to it. There is only one sure
solution to this and we have taken it:
require personal liability on the part of
all those who deal with pension funds;
in effect, require the money managers
to treat the fund as if it were their own
money. This section alone goes a long

4287

distance toward securing the basic rights
of the worker to a secure pension.

The next section, vesting, is critically
important to the concept of fairness, A
pension plan is not fair if, given the con-
ditions of the modern marketplace, an
individual’s rights to a pension never
vest. For it is wrong to make a worker
choose between a job offer and his pen-
sion, as is now the case. It is immoral to
require & worker to forfeit 25 years of
pension contributions and benefits if he
exercises his God-given right to take an-
other job just a few years before his re-
tirement. He is sacrificing what is his—
his contributions—and what he and his
family need—his retirement fund. That
is unrealistic, unfair, intolerable and
wrong in today's society.

The answer to this injustice is vest-
ing. Once his rights in the pension fund
are vested, the worker retains his share
arising from the period he worked for
the employer, regardless of where he
works later on in his career, The worker
need never again sacrifice his pension to
take a better job.

But for vesting to work well, it must
occur early in the employment period. If
this requirement is not included, a
worker could spend 19 years on the job
only to find the gross injustice that, when
leaving it, he has no rights to a pension
because they do not arise—his rights do
not vest—unless he has been on the job
for 20 years. To remedy this wrong, we
have set vesting relatively soon after the
worker comes onto the company’s pay-
roll.

But we are conscious of the variety of
pension plans and of the importance of
private sector decisions on this impor-
tant matter, Thus, we have left it to the
company offering a plan to chose one of
three different vesting procedures: Grad-
uated vesting beginning with at least 25
percent after 5 years, reaching 100 per-
cent after 15 years, or simple 100 percent
after 10 years, or, finally, 50 percent
when years of service and age of em-
ployee total 45, 10 percent per year over
the succeeding 5 years. d all of
these provisions stands the just and nec-
essary rule that all persons serving in a
company with a pension plan must be
covered if they have worked with the
company for at least 1 year and are at
least 25 years of age.

The next critical feature of pension
reform and our effort to secure justice
for the American worker is the funding
section. There is no security to a pension
plan if it is not funded properly. Im-
proper funding, whether arising through
inexcusable ignorance or outright fraud,
leads to bankruptcy. We cannot permit
that if the worker is to be sure of his
pension. The subcommittee of which I
was a member conducted careful and
thorough surveys of various funding
procedures which would guarantee sol-
vency. We reached the conclusion there
is no financial security to a plan which
does not fund normal costs currently,
and we have so required in the bill. y

Existing past service costs we found
could safely be amortized over a 40-year
period, and unfunded costs arising in the
future could be amortized over 30 years
with a slightly longer period for multi-
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employer plans. I am confident these
provisions will insure pension solvency
and protect the worker.

All that we have required, however, is
meaningless—is a fraud—without part
4 of title I, the all important termina-
tion insurance provision. This is a par-
ticularly controversial section, but it
must be adopted if our promise of reform
is to be anything more than an empty
illusion.

The requirements for funding, vesting,
fiduciary responsibility, and disclosure go
a long distance toward making plans
safe, fair, and secure. There remains,
however, the risk that the employer com-
pany will go out of business, be bought
up or merged with another firm. When a
company effectively goes out of business
all of its assets and commitments go into
the general fund of bankruptcy and are
lost to the worker. He receives no pen-
sion payments. He is cheated out of not
only what his company promised him,
but out of his own contributions toward
his retirement. The incompetence of a
business would result in a virtual theft
of his own, hard earned money. This
represents the ultimate nightmare for
the retired pensioner, primarily depen-
dent on his retirement income and now
plunged into poverty. It is heartbreak-
ing for the worker looking forward to
his retirement pension, for which he has
struggled all his working life. Just last
month, the Rheingold Beer Co. in New
York City went bankrupt, and workers
of 25 and 30 years employment with the
company are now in danger of losing
their pensions and facing just such a
nightmare.

The termination insurance program
will stop this seandal. Its operation is
simple. A company is required fo pay in-
surance premiums on its unfunded lia-
bilities to an insurance program admin-
istered by the Secretary of Labor. If the
company becomes insolvent, the insur-
ance program pays the worker his pen-
slon under any and all circumstances.
This guarantee means that never again
will the worker lose what is his by right,
and never again will the pensioner be
thrown into poverty. It goes a long way
toward making retirement the truly safe
haven it should be for those who have
worked hard all of their lives.

The termination insurance program is
thus the eritical section of the bill. If we
fail to enact it, we are merely improving
the operation of pension plans, not in-
suring the delivery of moneys. This would
make pension reform a heartbreaking
fraud on the American worker,

Title II of the bill represents the Ways
and Means Committee contribution to-
ward pension reform. The most impor-
tant provisions of this title relate to the
contributions employees may make to
their pension plans above the required
minimum and the granting of tax de-
ductions for allowable amounts. This is
especially important in the so-called
Eeogh plan self-employment situation,
the tax qualified plans which are gener-
ally regulated by title II, and for indi-
viduals not covered by other plans. I be-
lieve title II represents a valuable and
significant contribution to the overall
structure of pension reform as laid out
in title I.
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In sum, Mr. Chairman, we cannot delay
any longer. We must pass this bill now.
I urge quick passage of the Employee

* Benefit Security Act of 1974.

Mr. BIAGGI. Mr. Chairman, I have
two questions I would like to pose to the
chairman, for the record, and I would
appreciate his response.

Section 411(a) (1) (E) of section 1012
states that a multiemployer pension plan
may suspend payment of benefits when-
ever a participant resumes employment
in the industry. For purposes of clarifi-
cation, it is appropriate to define the
maritime industry generally as that
sector presently under the jurisdiction
of the Merchant Marine Subcommittee
of the House Merchant Marine and
Fisheries Committee, namely, commer-
cial, exploratory, service and mining ves-
sels operating on the high seas, inland
waterways, Great Lakes, coastal zones,
harbors, and noncontiguous areas, or
serving offshore ports, platforms or other
sites.

Mr. DENT. Well, in my opinion it is
appropriate and has that designation.

Mr. BIAGGI. I have another question,
Mr. Chairman. Under section 105(b) (3)
of title I, the plan is required to furnish
certain information to plan participants
and beneficiaries each year. In the mari-
time industry many seafarers maintain
no permanent address. In fact, frequent-
ly the union headquarters or the union
hall in port cities is the address used by
seafarers. In addition those seafarers
having a permanent address are fre-
quently at sea for extended periods of
time. Many do not return to home port
or to a permanent residence for months
and sometimes for more than a year. For
many years the Seafarers International
Union has published full information on
the pension plan covering its members in
the Seafarers Log. The Seafarers 'Log is
sent to each seafarer’s last furnished ad-
dress. In addition, multiple copies of this
newspaper are available at all times in
each union hall and are also placed
aboard every vessel on which members of
the SIU are employed. The Seafarers Log
is published every month. If all of the in-
formation required by the act is printed
at least once a year in the Seafarers Log,
would this constitute compliance with the
requirements of section 105(b) (3) ?

Mr. DENT. I expect it would be proper
for the Secretary of Labor to issue reg-
ulations along that line, because as I un-
derstand it now, the same conditions
prevail in the reporting that has to be
done at the moment. I am sure that the
Secretary will issue a regulation along
that line, if he has not yet.

Mr. BIAGGI. I thank the chairman.

Mr. ERLENBORN. Mr. Chairman, I
vield 5 minutes to the gentleman from
Illinois (Mr. Youne).

Mr. YOUNG of Illinois. Mr. Chairman,
I would like to review two or three fea-
tures of this proposed legislation. I think
that the present legislation like most
legislation, has some forward looking im-
provements, but it also has some handi-
caps and defects also encompassed in
this proposed legislation and I would like
to join with the remarks of my colleague
from Illinois (Mr. ERLENBORN) with re-
spect to certain of the criticlsms of this
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legislation which I think need to be em-
phasized.

First of the purpose of this legislation
is to improve the protection of the em-
ployees who are to benefits by these types
of deferred compensation programs, and
in particular the benefits of the pension,
or the defined benefit type of plan, as
that term is used in this legislation.

The defined benefit plans, under this
legislation, have specific provisions with
respect to funding and with respect to
participation and vesting.

By adopting the rules of law in this
legislation and applying them across the
board to both the defined benefit plan,
and also to the defined contribution plan,
some companies with which I am
familiar will not be able to afford both
plans, and in such cases, we will be creat-
ing a detriment to the employees of such
companies. Why? The reason is that this
legislation requires both types of plans,
defined benefit plan and defined con-
tribution plan, to meet these minimum
requirements with respect to funding and
vesting and participation. As a result, the
additional cost of amending these plans
to meet such criteria, may well cause that
company or some of such companies to
reduce the benefits in one of their two
plans in order to be able to afford to
keep both plans in effect, or they may
have to eliminate one of the plans.

So, I think we might have drafted
better legislation. We might have im-
proved this legislation if we had provided
that the three items I have referred to,
participation, vesting and funding, where
a company has two plans in effect, that
if the pension plan meets the require-
ments of participation vesting and fund-
ing, then the profit sharing plan would
not have to meet the same strict require-
ments. That is one point I want to
emphasize.

The second point I want to make is, as
my colleague from Illinois (Mr. ERLEN-
BORN) has very clearly pointed out, that
the net effect of this legislation may well
be that many employers will decide to
discontinue their pension plans and go to
a profit-sharing plan, because the insur-
ance termination provisions of this legis-
lation are going to require them to make
confributions. Such contributions will be
deducted from the amounts of moneys
which would otherwise go into the retire-
ment plan. As a result it is either going to
cost employers more money or it will
serve to reduce the amount the employees
would otherwise get. Many employers are
going to say, “I think the thing we must
do is discontinue this pension plan,” par-
ticularly in view of the fact that the em-
ployers are now being saddled with the
higher cost of social security which is
now becoming a very major factor in the
compensation plans of most companies
around the United States.

Therefore, I think that just as has
been so well stated by Congressman
ErrENBORN, the net effect of this legisla-
tion may well be to discourage not only
the existing pension plans from continu-
ing, but also to discourage the forma-
tion of new pension plans. The effect will
be that we will have more profit-sharing
plans which avoid the requirements of
pension plans that have to be met with
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respect to funding and with respect to
the insurance termination provisions
that apply to the fixed benefit type of
plans.

Therefore, I join with my colleague
from Ilincis in saying that I wish we
could eliminate the insurance provisions
from this bill, at least for a year or 2
years, to study the effects of this legisla-
tion on the existing plans.

We could then see if this type of legis-
lation unduly discriminates against the
pension types of plan in such a manner
that it will discourage the continuation
of those plans or discourage the future
creation of such types of plans.

Mr. ERLENBORN. Mr. Chairman, I
yield such fime as he may consume to
the gentleman from Illinois (Mr. RATLS-
BACK) .

Mr. RAILSBACK. Mr. Chairman, I
wish to commend the two committees
that worked so hard in bringing out a
pension reform bill. I have had a great
deal of concern expressed by people in my
particular congressional district, many
of whom are membrs of the United Auto
Workers, particularly—it is the Farm
Implement Workers really.

I know that this has been a very
laborious task.

Mr. Chairman, I wish to commend
particularly my friend, the gentleman
from Illinois (Mr. ERLENBORN) who, I
think, has done an outstanding job.

Mr. Chairman, today is indeed a his-
toric occasion. Finally, we have pension
reform legislation on the floor of the
House. I was beginning to wonder if we
were ever going to see this day. Back in
the 92d Congress, I introduced several
bills to strengthen and improve the pri-
vate pension system. Unfortunately, no
action was taken by the House on any
pension reform measure that Congress.
Therefore, early last year, I again rein-
troduced my bills,

H.R. 932 would have established stand-
ards of conduct that pension plan fidu-
claries would have been required to ad-
here to in order to protect the rights of
pension plan participants and bene-
ficiaries. This measure would have also
called for improved reporting and dis-
closure of pension plan operations, terms,
and conditions. Another bill I sponsored,
H.R. 934, would have permitted individ-
uals to set aside certain amounts of in-
come for their own personal retirement
savings, while at the same time enabling
them to receive a tax deduction for their
savings, similar to that already available
to seli-employed under Keogh plans. In-
dividuals would have received tax incen-
tives, for the first time, for their own re-
tirement savings when their employer or
their union did not already have a pen-
sion plan, or in instances where the in-
dividuals wished to provide additional
retirement benefits because the plan un-
der which they were covered did not pro-
vide sufficient benefits. My third pro-
posal, HR. 935, would have called for
minimum standards of vesting and fund-
ing, established a pension plan reinsur-
ance program, and provided for a study
on portability.

I am most heartened to see that the
legislation before us today embodies the
substance of my proposals and what I
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have been advocating over the last few
years. Hopefully, we are finally coming
to grips with the serious and pressing
problems facing far too many Americans
today concerning their pension and
profit-sharing plans.

However, I would like to mention one
aspect of our private pension system
which desperately needs improving.

Mr. Chairman, you may recall that
when termination insurance was being
considered by the committees last Con-
gress, the charge was made that we did
not have enough data to shape effective
legislation. Because of the lack of sound
data, the President directed the Secre-
taries of the Treasury and Labor to
undertake a joint study and report back
to him.

That study was made and revealed that
a program of pension plan termination
insurance is indeed needed. Some oppo-
nents state that the 19,400 workers who
lost $48.7 million of pension benefits
according to the 1972 study represented
only about eight one-hundredths of 1
percent of all workers covered by private
pension plans. Granted, eight one-hun-
dredths of 1 percent sounds like a small
number, However, I hasten fo add that
the 19,400 workers and the $48.7 million
in pension benefit losses are by no means
insignificant considerations.

The chance of a worker losing his pen-
sion goes on year after year. The Treas-
ury-Labor Department termination
study recognizes this, and includes an
estimate of the projected risk of loss over
a 30-year period. The chance of having
your pension terminate during the 30-
year period is 1 in 41—or 2.4 percent.
That is hardly insignificant.

Mr. Chairman, by passing legislation
here today calling for minimum stand-
ards of vesting we will in fact be calling
for a “bigger” promise under many pen-
sion plans. We will unfortunately also
be contributing to the present “pension
illusion® if we fail to write a termination
insurance program into this legislative
package. Any pension reform legislation
which fails to address itself to the prob-
lems of termination is at best unrespon-
sive to the overriding concerns of workers
for the safety of their pensions.

We must now usher in a new era of
pension reform.

Mr. ERLENBORN. Mr. Chairman, I
yvield 2 minutes to the gentleman from
Pennsylvania (Mr. GoOODLING).

Mr., GOODLING. Mr. Chairman, I
thank the gentleman for yielding time
to me.

Mr. Chairman, I have asked for this
time in order that I may ask the chair-
man of the subcommittee a question, if
he will, please.

First of all, I would like to tell the
Members my little story, and then I will
ask the gentleman a question. Some
years ago I had in my city of York, Pa.,
& rather sizable plant owned by one
family that was doing an excellent job.
There were people who worked in that
plant for 20 and 30 years; they had a
retirement plan.

Some of the elder members of this
family which controlled the plant died
and the plant was sold to a bigger com-
pany. The new company came in, got all
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of the patents they wanted, and then
closed the plant. As a result of that ac-
tion, these people who had paid Into
this pension plan practically all their
lives got not one penny out of it.

Mr. Chairman, my question to the
gentleman is this: Under the legislation
that we are considering today, can that
happen?

Mr. DENT. Mr. Chairman, in answer
to the gentleman’s question, I will say
that it cannot.

Mr. GOODLING. It cannot?

Mr. DENT. As far as fermination of the
plant is concerned, if they shut the plant
down, at that point everybody on the
payroll will automatically be vested into
a position and placed in a special group.
Everyone will get what is available to
him, whatever is vested in his pension,
and all moneys will be received. No funds
will go anywhere except to the partici-
pants in the plan.

Mr. GOODLING. Mr. Chairman, I am
happy to hear the gentleman say that,
because I know the gentleman can ap-
preciate what this meant to these people
who paid in all their lives and did not get
one penny in return.

Mr. DENT. Mr. Chairman, I appreciate
the gentleman’s concern.

Mr. Chairman, I yield such time as
he may consume to the gentleman from
Pennsylvania (Mr. Gaypos).

Mr. GAYDOS. Mr. Chairman, I wish
to ask the chairman of the subcommittee
a few questions in order to make legisla-
tive history. 3

Mr. DENT. I would be very happy to
answer the questions.

Mr. GAYDOS. I would like to make
sure of the vesting requirements under
the substitute 12906. Allow me to ask
about the application of the require-
ments to a specific plan.

An existing plan provides, upon re-
tirement at age 62 or later, a benefit
equal for each year of service to 2145 per-
cent of the employee’s final average pay,
defined as his average compensation in
his best 5 consecutive years. The plan
pays a maximum of 50 percent of final
average pay. The plan now provides that
an employee who has completed 20 years
of service is to be vested in the full bene-
fit—50 percent of final average pay—
payable at age 62.

The bill would, of course, require this
plan to extend the right to vested bene-
fits to employees who terminate before
62 and with less than 20 years of service.
Let us assume that this plan elects to
provide 100 percent vesting after 10 years
of service.

Is it correct that this plan could be
amended, after enactment of the law,
but before the vesting provision becomes
effective, to identify age 65 as its normal
retirement age for payment of benefits
to participants who terminate before 62
if they have completed 10 to 19 years of
service?

Mr. DENT. Yes.

Mr. GAYDOS. Is it clear that this plan
could establish 65 as its normal retire-
ment age even though it would continue
to pay unreduced benefits to participants
who terminate at 62?7

Mr. DENT. Yes.

Mr, GAYDOS. Now assume fthat this
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plan decides to use the 3 percent formula
in section 205(a), paragraph 1 and in
the newly proposed section 411 (b) (1) (A)
of the Internal Revenue Code. Is it cor-
rect that the rate of accrual for vested
benefits could be fixed by the plan at
3 percent, for each year of service, of
the maximum benefit of 50 percent of
final average pay?

Mr. DENT. Yes.

Mr. GAYDOS. Now, if we apply 3 per-
cent to the maximum benefit of 50 per-
cent, we get an annual rate of accrual
of 114 percent. Is my understanding cor-
rect that this plan could fulfill the vest-
ing requirements of the bill by providing
any participant whose employment ter-
minates before age 62 after 10 to 19 years
of service with a pension payable from
age 65 equal to 115 percent of his final
average pay for each year of his credited
service?

Mr, DENT. Yes.

Mr. GAYDOS. That would mean, then,
that the vested deferred benefit for a
terminated participant with 10 years of
service would be 10 times 114 percent or
15 percent of pay, starting at 65. Is my
understanding correct?

Mr. DENT. Yes.

Mr. GAYDOS. And the vested deferred
benefit for a terminated participant with
19 years of service would be 19 times 115
percent or 2814 percent of his final aver-
age compensation payable from age 65?

Mr. DENT. Yes.

Mr. GAYDOS. This is true, I gather,
even though the plan could continue to
pay the full maximum benefit of 50 per-
cent starting at age 62 to any participant
whose employment terminated after 20
years of service?

Mr. DENT. Yes.

Mr. GAYDOS. In the face of these
vesting provisions, it could continue to
provide 215 percent of final average pay
per year of service to any participant
who terminated at 62, could it not?

Mr. DENT. Yes.

Mr. GAYDOS. Of course, there is noth-
ing in the bill to prevent the employer
from providing a greater deferred vested
benefit than the 3-percent formula re-
quires; is that correct?

Mr. DENT. Yes; the bill establishes
minimum requirements for vesting. Plans
can, of course, accrue benefifs at a faster
rate and can vest their employees in
those benefits sooner than would be re-
quired under the bill.

Mr. GAYDOS. Will the gentleman
yield further to me?

Mr. DENT. I will.

Mr. GAYDOS. I want to thank my
chairman.

Following the discussion I had with my
colleague from Illinois (Mr. ERLEN-
BORN whom I most emphatically com-
mend for his coneise approach and expla-
nation to the legislation generally, except
in a specific area where we disagree, I
would like to make these observations in
order to clarify my position on the gen-
eral discussion that we had.

It seems to me while the vesting and
funding provisions that my colleague
from Illinois (Mr. ErLENBORN) referred
to and which are required by this present
legislation, should go a long way toward
minimizing the probability of loss from
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future plan terminations, still in all, as
long as a plan contains unfunded ac-
crued liabilities—and a lot of them do—
there is always that distinct possibility
and even probability, particularly taking
into consideration the present economic
climate, that the termination of a plan
with such unfunded liabilities will result
in a loss of vesting benefits to partici-
pants and beneficiaries of the plan.

As a matter of record and for the pur-
poses of explanation, I would like to
make reference to a recent study of pen-
sion plan terminations for the year 1972
prepared by the Department of Labor
and Treasury. Their findings disclose the
following: First, there were 1,227 plans
terminated involving 42,000 claimants;
second, 19,500 claimants in 546 plans lost
benefits; third, 8,500 of the claimants
with losses were either retired or eligi-
ble for retirement or fully vested; and
fourth, the total present value of these
losses amount to $48.7 million for all
claimants and $34.4 million for thise eli-
gible for retirement or whose rights were
fully vested.

Mr, ERLENBORN. Will the gentleman
yield?

Mr. GAYDOS. I will in just 1 minute.

Half of these losses were participants
in plans of unprofitable employers. I do
concede that this is minuscule in a way
when we consider any relation to the
overall participants in pension plans, but
I do make the point in good conscience
and urge my colleagues to accept the
position that under the circumstances we
have experienced, as indicated in the
numerous hearings we had, if even one
employee loses a benefit under these cir-
cumstances, regardless of the statisties,
still to him it is a fiasco and an important
item.

Mr. ERLENBORN. Will the gentle-
man yield?

Mr, GAYDOS. 1yield to the gentleman.

Mr. ERLENBORN. Is the gentleman
aware of the fact that under this legis-
lation before the effective date of termi-
nation of the insurance those companies
that operate pension plans that are not,
collectively bargained will have the op-
tion to terminate their plan before the
insurance takes effect? And in this way
many hundreds of thousands of em-
ployees may be denied private benefit
coverage in the future.

Mr. GAYDOS. I am not proud of that
provision. I wish we could change it. In
fact, we had an amendment that was de-
signed to do just that. It is not the best
situation, but we are talking about the
present legislation generally.

Mr. ERLENBORN. Will the gentleman
vield further? -

Mr. GAYDOS. I yield to the gentleman.

Mr. ERLENBORN, The gentleman is
aware at the present time it is customary
when a new plan is begun to give credit
for past service of all employees for their
service with the company even before the
pension plan is begun.

Mr. GAYDOS. If that were not true,
you could never start a pension plan. But
go ahead. I do not want to interrupt the
gentleman.

Mr. ERLENBORN. This then means
that the plan starts with large unfunded
past-service liabilities, because you have
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not had an opportunity before starting a
plan to get it funded, then you do not
have sufficient funding. Is the gentleman
aware that the creation of these vast un=
funded liabilities combined with insur-
ance that makes it a personal liability of
the employer will probably even further
discourage the employer from either
starting a plan or, if he does start the
plan, then not to give past service
credits?

Does the gentleman feel that this sort
of legislation is really ultimately to the
best inferest of the working men and
women of this counfry? I personally do
not think so. I think we ought to en-
courage the expansion of the private
pension industry, and encourage more
employers, to give larger pensions, but
the introduction of insurance termina-
tion will do exactly the opposite, and
will hurt Hundreds of thousands more
working men and women than will ever
be affected by the termination that the
gentleman from Pennsylvania is op-
posed to.

Mr. GAYDOS. The gentleman from
Ilinois is a very difficult man to carry
on a collogquy with because, for want of
a better descriptive term, the gentleman
hogs the time. But let me ask the gentle=-
man from Illinois, is the gentleman or
is the gentleman not in support—and I
think I understand the position of the
gentleman, but I would like to have the
gentleman clarify it, I ask again, is the
gentleman in support of plan termina-
tion insurance?

Mr. ERLENBORN. If the gentleman
will yield, I think I made it clear that I
do not believe it is workable. I am sorry
that it is in the bill, but the provisions
can be made more workable. We can
take out the political determination as
to investments. We can give organized
labor and business a voice in operating
this insurance corporation.

No, I would rather we not have in-
surance, because I will predict, and I
think I will be proven correct, that
many more people will be adversely
affected by the termination insurance
than will ever be benefited by it.

Mr. GAYDOS. Mr. Chairman, I want
to thank my colleague, the gentleman
from Pennsylvania (Mr. DenT), who is
the chairman of the subcommittee, for
yielding me this time and, further, Mr.
Chairman, I do want to congratulate
the gentleman from Pennsylvania on
his foresight in insisting upon and
presently supporting the plan termina-
tion aspect of this legislation.

Mr. ERLENBORN. Mr. Chairman, I
vield such time as he may consume to
the gentleman from Wisconsin (Mr,
THOMSON) .

Mr., THOMSON of Wisconsin, Mr.
Chairman, I would ask the distinguished
gentleman from Pennsylvania (Mr.
DenT) if he would enter into a colloquy
with me for the purpose of answering
some questions?

Mr. DENT. Mr. Chairman, I will be
happy to do that.

Mr. THOMSON of Wisconsin. Mr.
Chairman, as I am sure the gentleman
from Pennsylvania knows, the State of
Wisconsin was one of the first States in
the Union requiring pension trust super-
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vision, and we in Wisconsin are a little
bit disturbed about the preemption by
the Federal Government of this plan that
has worked so successfully for many,
many years.

The question is: Will the preemption
of State law nullify any pending litiga-
tion a State may be involved in concern-
ing violations of State law which oc-
curred prior to the preemption?

Wisconsin, for example, has legal ac-
tions pending due to violations of State
law. If the cases cannot be brought to
court prior to the Federal preemption,
will Wisconsin be able to proceed?

Mr. DENT. Mr. Chairman, in reply to
the inquiry of the gentleman from Wis-
consin (Mr. TeEomMsoN) may I say that
in my opinion they would be able to pro-
ceed with any pending judicial proceed-
ing. So far as I know we have no retro-
activity in any such case.

Mr. THOMSON of Wisconsin. Ques-
tion No. 2: If States now have laws to be
preempted by this act, will there be a
period between preempfion of State law
and the effectiveness of the Federal law?

With respect to fiduciary responsi-
bility and disclosure, for example, that
portion of the bill becomes effective 6
months after enactment. VWhen is a State
law preempted? On the date of enact-
ment or 6 months after enactment?

Mr. DENT, It would be my opinion it
would become effective at the same time
as the relevant substantive part itself.
In other words, 6 months after the pas-
sage of the act.

Mr. THOMSON of Wisconsin. Mr.
Chairman, I thank the gentleman from
Pennsylvania.

Mr. DENT. Mr. Chairman, I have no
further requests for time, and yield back
the balance of my time.

The CHAIRMAN. The Chair would
like to inquire of the gentleman from
Pennsylvania (Mr, DenTt) whether the
gentleman from Pennsylvania intends to
yield back all of his remaining time?

Mr. DENT. I do, Mr. Chairman. I yleld
back the remainder of my time.

The CHAIRMAN. The Chair would
like to make the same inquiry of the
gentleman from Illinois (Mr. ERLEN-
BORN).

Mr. ERLENBORN, Mr, Chairman, I
yield back the balance of my time.

The CHAIRMAN. All time for debate
for the Committee on Education and
Labor having expired, the Chair will now
recognize, under the rule, the gentleman
from Oregon (Mr. UrLman) for 1 hour,
and the gentleman from Pennsylvania
(Mr. Sceneesery) for 1 hour, controlling
the time for general debate for the Com-
mittee on Ways and Means.

The Chair now recognizes the gentle-
man from Oregon (Mr. ULLMAN).

Mr. ULLMAN. Mr. Chairman, I yield
myself 10 minutes.

Mr. Chairman, first I want to com-
mend the committee members and the
staff and the chairman of the subcom-
mittee, the gentleman from Pennsylvania
(Mr. DENT), and the members of his com-
mittee and their staff, for what I con-
sider to be one of the most difficult
legislative operations that we have had
in Congress for a long time.

The Employee Benefit Security Act of
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1974 is one of the most important bills to

come before the House in many years. It
deals with a basic problem affecting
practically every individual in this
country—namely, more adequate provi-
sion for retirement. It represents land-
mark legislation whose beneficial effects
in protecting the pension rights of indi-
viduals and encouraging more adequate
provision for the retirement of all gain-
fully employed people will be felt for
decades to come.

This legislation concerms the legiti-
mate interests and jurisdiction of both
the Ways and Means Committee and the
Committee on Education and Labor. The
Ways and Means Committee, for ex-
ample, is concerned with pension legisla-
tion because over $14 billion of tax de-
ductions were taken for contributions to
qualified corporate plans in 1971. For
over three decades the tax laws have
been used fo grant inducements for the
growth and development of nondiscrim-~
inatory pension plans for the benefit of
the rank and file of employees. Under
rules laid down in the Internal Rev-
enue Code, employer contributions to
such nondiscriminatory plans may be
deducted within specified limits, em-
ployees defer payment of tax on the em-
ployer contributions made on their be-
half to such plans until they receive
them in the form of benefits, and the
earnings of the pension plan itself are
exempt from tax. And for over 30 years,
the Internal Revenue Service has been
administering the vital provisions of the
Internal Revenue Code relating to pen-
sion plans, examining such questions as
coverage, participation, and vesting
practices in order to determine whether
particular plans are in fact nondiserim-
inatory and qusalify for the special tax
treatment.

However, we on the Ways and Means
Committee recognize that the Education
and Labor Committee also has a legiti-
mate concern in pension legislation, par-
ticularly since such subjects as cover-
age, vesting, and funding practices di-
rectly affect the welfare of many mil-
lions of employees.

This dual jurisdiction over pension
matters has undoubtedly raised some
technical problems in bringing this legis-
lation to the floor. But I think that the
two committees working together have
successfully resolved these technical
problems. In fact, it is probable that the
dual jurisdiction has resulted in a better
bill because it has meant that the joint
experience and resources of both the
Ways and Means Committee and the
Committee on Education and Labor have
been brought to bear on the complex is-
sues involved in pension reform. In par-
ticular, we on the Ways and Means Com-
mitee want to acknowledge the very sub-
stantial contribution to this legislation
that has been made by Mr. DEnT and his
fellow members on the Education and
Labor Committee.

I might also add that the Ways and
Means Committee has worked very hard
on this bill and has given it very con-
siderable consideration. We held public
hearings on earlier this year
and we have met in 38 executive sessions
over the period from October 1 of last
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year and to February of this year to de-
velop the legislation.

The substitute, therefore, represents
the combined cooperative efforts of the
two committees. Title I was developed by
the Education and Labor Committee and
title II by the Ways and Means Com-
mittee. To a considerable degree, these
two titles deal with different matters.
Title I, for example, makes provision for
plan termination insurance as well as
for new requirements regarding fiduciary
responsibility and disclosure, matters
which are not dealt with in title II. Simi-
larly, title IT contains provisions relat-
ing to purely tax matters, such as tax
deductions under pension plans, not cov-
ered in title I since they are of no direct
concern to the Education and Labor
Committee. Title I and title II each con-
tain provisions dealing with participa-
tion, vesting, and funding—reflecting
the concern of each of the two commit-
tees in these areas. However, I do not
think this will create any problem be-
cause the language in the overlap areas
in title I and title II is virtually identical
and the bill provides for the development
of joint regulations by the Treasury De-
partment and the Labor Department in
the overlap areas. In addition, it is our
intention that these two departments
coordinate their efforts to avoid dupli-
cate enforcement.

Before turning to the substantive pro-
visions of the pending legislation, I think
it only fair to point out that the private
pension system has many important
achievements to its credit. Estimates of
the coverage of private pension plans
range from 23 million to 30 million em-
ployees for 1972 and 42 million employees
are expected to be covered by 1980 with-
out any change in law. Similarly, in 1970
about $14 billion was contributed to pen-
sion plans by employees and employers
and 4.7 million beneficiaries received $7.4
billion in pension payments. Moreover,
pension plan assets amounted to $150
billion, book value, in 1972 and are ex-
pected to reach $225 billion by 1980.

However, despite these achievements,
a number of serious problems have arisen
in regard to pension plans which require
remedial action. Only about one-half of
all employees in private nonagricultural
employment are covered by pension
plans. Many private pension plans give
covered employees vested rights to bene-
fits—that is, the right to receive benefits
if he leaves or loses his job before re-
tirement age. However, many plans pro-
vide inadequate vesting or no vesting at
all prior to retirement, The result is that
large numbers of employees who are
now covered by pension plans may never
receive benefits in the absence of re-
medial action. Although many plans are
adequately funded, a significant number
of plans are not, raising a serious ques-
tion as to whether adequate funds will
be available to pay benefits to employees
when they fall due. Finally, present law
discriminates against individuals not
covered by pension plans with regard to
the tax treatment of retirement savings.
It also accords widely disparate pension
tax treatment to corporate employees as
compared with self-employed individuals
that cannot be justified.
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In dealing with these problems, title
II, or HR. 12855, continues to rely pri-
marily on the tax laws to secure needed
improvements. In general, it retains the
tax incentives granted under present law
for the purpose of encouraging the es-
tablishment of plans which contain so-
cially desirable provisions. However, it
improves the effectiveness of these tax
incentives by extending the incentives
where this is justified and by pruning
them where this is indicated to prevent
abuses. In addition, the fitle requires
qualified plans to comply with specified
standards designed to make such plans a
better instrument for providing bene-
fits for employees.

Let me be more specific in describing
the provisions of title II of the bill.

Qualified plans are prohibited from
requiring overly restrictive coverage
standards by providing that generally
an employee cannot be excluded from &
plan on account of age or service if the
employee is at least 25 years old and has
had at least 1 year of service. The 1-year
service requirement may be extended to
3 vears if immediate vesting is provided.

Qualified plans are also required to
comply with one of three alternative
minimum vesting standards. The first of
these provides for at least 25 percent
vesting at the end of the fifth year of
covered service. Thereafter, the vesting
percentage is increased by & percent a
year until a level of 50 percent is reached
at the end of the 10th year. Following
this, vesting ‘increases at the rate of 10
percent a year until 100 percent vesting
is reached at the end of the 15th year.

The second vesting standard under the
pill is 100 percent vesting at the end of 10
years of covered service.

The third vesting standard is the so-
called rule of 45. Under this standard,
there must be 50 percent vesting when
the sum of the age of the individual and
the number of years of covered service
equal 45—provided there is at least 5
years of service. An additional 10 percent
per year is then required to be vested in
each of the next 5 years of service.

These vesting rules are phased in over
a 5-year period beginning, in the case of
existing plans, in 1976.

The title provides three alternative
minimum vesting standards because we
did not believe that it would be desirable
to force all retirement plans into one
rigid mold in regard to vesting. These al-
ternative standards have the advantage
of providing adequate flexibility to the
hundreds of thousands of retirement
plans to enable them to provide adequate
vesting protection to their covered em-
ployees in the light of the individual cir-
cumstances and conditions confronting
them. Moreover, the additional cost of
financing pension plans involved in these
minimum vesting requirements is ex-
pected to be moderate. Overall, for all
plans, these cost increases will range
from 0 to 1.5 percent of payroll.

The title also provides minimum fund-
ing standards for qualified plans to as-
sure that adequate funds will be avail-
able to pay retirement benefits when
they fall due. Under the bill, normal costs
are to be funded currently. Accrued costs
attributable to already existing liabilities
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are to be amortized over a 40-year pe-
riod. Liabilities under plan amendments
and new plans generally are to be amor-
tized over a 30-year period, except that
in the case of multiemployer plans the
amortization period is to be 40 years—
in this latter case the Secretary of Labor
can extend this for a further period of 10
years. Experience gains and losses are to
be amortized over 15 years generally.
However, for multiemployer plans, ex-
perience gains and losses are to be amor-
tized over 20 years and the Secretary of
Labor can add an additional 10 years to
this 20-year amoriization period. These
experience gains and losses generally will
be required to be recomputed only every
3 years.

The funding standards that I have just
described are based on accrued liabilities.
However, if funding requirements are
higher under a second general standard
which is based on accrued “vested” lia-
bilities, this standard is to apply. Under
this standard, accrued vested liabilities
are determined, as also are the value of
the plan’s assets. Where the former ex-
ceeds the latter, the contribution for that
year must be sufficient to cover the level
annual payment required to amortize the
difference in 20 years. A determination
for a new 20-year amortization period is
made in each of the succeeding years.

Where any of the requirements set
forth above present hardship under a
plan, the Secretary of the Treasury can
under certain specified conditions permit
variances spreading the current liability
in this case over a 15-year period.

In addition, the title recognizes the
special problems of multiemployer plans
by authorizing the Secretary of Labor
to authorize exceptions to the vesting
and funding standards which I have de-
seribed where he finds that they serious-
Iy endanger the continuation of a plan.

Finally, the title gives existing plans
time to comply with the new participa-
tion, vesting, and funding standards. Un-
der the title, the new standards generally
do not apply until plan years beginning
on or after January 1, 1976. In the case
of collective bargaining plans, the Janu-
ary 1, 1976, date is to be extended to
January 1, 1977, or the expiration date
of the current collective bargaining
agreement, but not beyond January 1,
1981. For new plans adopted after Janu-
ary 1, 1974, the participation, vesting,
and funding provisions are to be effec-
tive as of the date of enactment.

Your committee’s bill also requires
qualified plans to provide annuities to
pay benefits in the form of a joint and
survivor annuity, giving the surviving
spouse an annuity equal to at least 50
percent of the annuity paid during the
joint lives, unless the participant elects
in writing before the annuity starting
date not to take a joint and survivor
annuity.

Let me turn now to the provisions in
title IT which are unrelated to provisions
in title I. At present, the tax treatment
of different taxpayer groups under pen-
sion plans is highly inequifable because
widely disparate treatment is given to
different groups. The deductible contrl-
butions to pension plans on behalf of a
self-employed person are limited to a
maximum of 10 percent of earned income
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or $2,500 a year. However, there is no
specific limitation on the amount of de-
ductible retirement plan contributions
that can be made for corporate
employees.

As a practical matter, cost considera-
tions tend to place some limitations on
the amount of contributions or benefits
that can be provided for highly paid ex-
ecutives under gqualified corporate plans
since the nondiscrimination provisions
of the code generally require that rank
and file employees be provided with con-
tributions or benefits which are as large
in relation to their salaries. However, un-
der smaller plans, such practical cost
considerations do not operate’ to the
same extent in limiting contributions or
benefits for highly paid individuals.
Perhaps the worst diserimination of all
applies to individuals who are not cov-
ered by qualified plans and who there-
fore are required to save for retirement
out of taxed income.

Because the present tax freatment in
regard to pension plans is so diverse for
the different groups of individuals in-
volved, it is not feasible at this time to
move to a single and completely uniform
system of treatment for all the taxpay-
ers involved. However, title II of the bill
makes a giant step toward this goal.
In effect, it substantially narrows the
present differences in tax treatment un-
der pension plans by liberalizing the tax
treatment of those who are now re-
stricted in this regard—namely, the self-
employed and individuals not covered by
pension plans—and by imposing limita-
tions to prevent undue tax advantages
under pension plans for highly paid in-
dividuals through provisions for inordi-
nately large contributions or benefits for
such individuals.

More specifically, the bill increases the
maximum deductible contributions that
a self-employed individual is allowed fo
make on his own behalf to a qualified
plan to 15 percent of earned income up
to $7,500 a year. At the same time, pro-
vision is made to assure that self-em-
ployed people who wish to utilize this
full maximum tax allowance for their
own contributions will also have to pro-
vide significant pension contributions for
their regular employees who are covered
by the pension plan.

Individuals who are not receiving the
advantages of current coverage under
qualified retirement plans are permitted
to take deductions for annual coniribu-
tions to a new type of individual retire-
ment plan, up to 20 percent of earned
income or $1,500, whichever is less. To
encourage the widespread use of such
individual retirement plans, your com-
mittee has provided that the contribu-
tions to such plans can be invested in a
wide range of investments, including spe-
cial government retirement bonds which
would be issued for this purpose, annuity
contracts sold by insurance companies,
mutual funds, corporate securities,
banks, and credit unions.

This amount cannot be drawn down
without penalty before age 59'2—except
in the case of death or disability—and
the individual must begin drawing the
amount down by age 70 if penalty is
to be avoided. An individual may estab-
lish the account directly himself or, al-
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ternatively, an employer or labor union
may maintain accounts of this type for
employees or members,

Finally, we have placed limits on the
amount of contributions or benefits that
may be provided for any individual under
qualified plans. In taking this action we
have not been motivated by the desire to
limit retirement benefits as such. Your
committee believes that it is generally
desirable to encourage large retirement
penefits provided that they do not con-
stitute unreasonable compensation. How-
ever, I am sure that you will agree with
me that there is no reason to subsidize
extraordinarily large retirement benefits
through the tax system.

For this reason, the bill provides that
annual contributions on behalf of any
individual under defined contribution
plans—profit sharing and money pur-
chase pension plans—ecannot exceed 25
percent of his compensation or $25,000,
whichever is less.

In .the case of defined benefit plans,
the pension which may be paid with
respect to any individual may not exceed
100 percent of his compensation in his
high 3 years of employment or £75,000,
whichever is the lesser. Both the $25,000
amount and the $75,000 amount are sub-
ject to cost-of-living allowances. A
“grandfather clause,” provides that if
an individual is eligible for more than a
$75,000 pension based upon his current
compensation by taking into considera-
tion his additional period of employment
up to the time of his expected retire-
ment, this amount may be paid despite
the $75,000 limitation. *

If an employee is under both a defined
benefit plan and a defined contribution
plan, then an overall limit is applied to
coordinate the two limits discussed above.
In this case, the sum of: First, the per-
centage utilization of the maximum Hmit
under the defined benefit plan and; sec-
ond, the percentage utilization of the
maximum limit under the defined con-
tribution plan cannot exceed 140 per-
cent. Amounts in excess of these limits
may be provided under the plan, but may
not be paid ouf of a qualified trust.

I would like to add that the Ways and
Means Committee worked very hard in
developing the limitations on contribu-
tions or benefits for individuals that I
have just described. We belleve that
these limitations will not impose hard-
ship for individuals covered by qualified
plans such as the Sears, Roebuck plan.
This is not to say that you won't hear of
some cases where individuals are affect-
ed by the limitation.

This is the purpose of the limitations
since if they didn't affect anybody there
would be no purpose to having them.
However, I want to assure you that these
limitations permit pensions that are gen-
erous, Jjudged from any reasonable
standard.

The tax provisions affecting retire-
ment plans when fully effective will re-
sult in an egtimated net revenue loss of
$460 million a year. This figure covers
the revenue losses resulting from the
liberalized H.R. 10 provisions and the
new individual retirement plans offset
by Increased 'revenue attributable to the
limitations on pension contributions and
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benefits and other tax provisions. I might
add that the equity gain resulting from
the fairer tax treatment of individuals
in regard to pension plans resulting from
the tax provisions in the bill is worth
the revenue loss.

This completes my general statement
outlining the major provisions of the
bill. Because of the importance of these
provisions, however, I would like to
insert in the REecorp a more detailed
explanation at this point.

I have already said enough to show
how essential this bill is and how much
it merits your support. Many millions of
individuals are counting on us to adopt
this vital legislation and we should do
s0 promptly.

GENEBAL EXPLANATION OF TITLE II OF THE EM-~-
PLOYEE BENEFIT SECURITY ACT OF 1874
One of the most important matters of

public policy facing the Nation today is
how to assure that individuals who have
spent their careers in useful and socially
productive work will have adequate in-
comes to meet their needs when they re-
tire. This legislation is concerned with
improving the fairness and effectiveness
of qualified retirement plans in their vital
role of providing retirement income. In
broad outline, the objective is to increase
the number of individuals participating
in employer-financed plans; to make sure
to the greatest extent possible that those
who do participate in such plans actually
receive benefits and do not lose their
benefits as a result of unduly restrictive
forfeiture provisions or failure of the
pension plan to accumulate and retain
sufficient funds to meet its obligations;
and to make the tax laws relating to
qualified retirement plans fairer by pro-
viding greater equality of treatment un-
der such plans for the different taxpayer
groups concerned.

Essentially, the bill represents a signif-
icant improvement in the tax treatment
now applicable with respect to qualified
retirement plans. Your committee re-
gards the present legislation as part of
an evolutionary process which keeps this
basic framework but which builds on it
new provisions which experience indi-
cates are necessary for the proper fune-
tioning of these plans.

A fundamental aspect of present law,
which the committee bill continues, is
reliance on voluntary action by employ-
ers and employees under contributory
plans for the establishment of qualified
retirement plans. The bill also continues
the approach in present law of encourag-
ing the establishment of retirement plans
which contain socially desirable provi-
slons through the granting of tax in-
ducements. In other words, under the
new legislation as under the present law,
no one is compelled to establish g retire-
ment plan. However, if a retirement plan
is to qualify for the favorable tax treat-
ment, it will be required to comply with
specified new requirements which are
designed to improve the retirement sys-
tem. Since the favorable tax treatment is
quite substantial, presently involving a
revenue loss of $4 billion a year, it is an-
ticipated that plans will have a strong in-
ducement to comply with the new quali-
fication rules and thereby become more
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effective in fulfilling their objective of
providing retirement income.

The tax advantages assoclated with
qualification under the Internal Revenue
Code are substantial. Employers, within
certain limits, are permitted to deduct
contributions made to such plans on be-
half of covered employees, whether or
not the interests of covered employees
are vested; earnings on the plan’s assets
are exempt from tax; and covered em-
Dployees defer payment of tax on employer
contributions made on their behalf un-
til they actually receive the benefits, gen-
erally after retirement when their in-
comes and hence applicable tax rates
tend to be lower.

THE ENCOURAGEMENT OF NONDISCRIMINATORY
PLANS UNDER PRESENT LAW

As already indicated, our tax laws now
provide substantial tax incentives for the
establishment of nondiscriminatory re-
tirement plans. In order to qualify as
nondiscriminatory, a retirement plan
must cover a specified percentage of em-
ployees or cover employees under a clas-
sification found by the Internal Revenue
Service not to discriminate in favor of
employees who are officers, shareholders,
supervisory employees, or highly com-
pensated employees. Similarily, either
the contributions to the plan or the bene-
fits paid out by the plan must not dis-
criminate in favor of officers, and so
forth.

In adopting this legislation, your com-
mittee is aware of the achievements of
the private pension system under the
1942, legislation. The private retirement
system has grown rapidly over the past
three decades. While the precise coverage
of retirement plans is not known, esti-
mates of the number of employees now
covered by such plans range from 23 mil-
lion to 30 million. This compares with
coverage of 4 million in 1940 and 9.8 mil~
lion in 1950. By 1980, these retirement
plans are expected fo cover 42 million
employees.

The growth which has occurred is also
evidenced in other ways. Between 1950
and 1970, total annual contributions
made to retirement plans by employees
and employers rose from about $2.1 bil-
lion to about $14 billion. In 1950, 450,000
beneficiaries received $370 million from
retirement plans; in 1970, 4.7 million
beneficiaries received $7.4 billion in pen-
sion payments. Moreover, retirement
plan assets soared from $12.1 billion in
1940 to $150 billion in 1972—book value—
and are expected fo reach $225 billion
by 1980.

PROBLEM AREAS

Despite the substantial achievements
of refirement plans, it has become ap-
parent that a number of problems have
arisen which prevent many of these plans
from achieving their full potential as a
source for retirement income. These
problem areas are outlined below.

Inadequate coverage.—Despite the
rapid growth in retirement plan cover-
age in recent years to its 1970 level of
from 23 to 30 million employees, some-
where in the vicinity of one-half of all
employees in private, nonagricultural
employment are still not covered by re-
tirement plans. Retirement plans are
still relatively rare among small busi-
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ness firms and in agriculture. Moreover,
even where employees work for a firm
with a retirement plan, the age and serv-
ice requirements for participation in the
plan may be overly restrictive, excluding
many employees.

Discrimination against the seli-em-
ployed and employees not covered by re-
tirement plans.—Another problem area
is that present law discriminates against
employees not covered by retirement
plans and against the self-employed.
This is primarily because the personal re-
tirement savings of individuals not
covered by pension plans must be made
out of after-tax income, while those
covered by retirement plans are per-
mitted to defer tax on their employer’s
retirement contributions. In addition, the
earnings on the retirement savings of
noncovered persons are subject to tax as
earned, while the tax on earnings of pen-
sion funds is deferred until paid out as
a retirement benefit.

Self-employed people also frequently
maintain that they are discriminated
against as compared with corporate
executives and owner-managers of cor-
porations in regard to the tax treatment
of retirement savings. At present, there
is no comprehensive limit on the
amounts the employer can contribute
on behalf of corporate executives and
owner-managers of corporations; simi-
larly, there is no statutory limit on the
amount of pension benefits that the lat-
ter can receive—so long as those contri-
butions or benefits do not discriminate in
favor of employees who are shareholders,
officers, supervisors, or highly paid and
do not constitute unreasonable compen-
sation. As a result of legislation en-
acted in 1962 and amended in subsequent
years, self-employed people can establish
retirement plans for themselves and their
employees but their deductible contribu-
tions to such plans on their own behalf
are limited to 10 percent of earned in-
come up to $2,500 a year.

Inadegquate vesting: Present law gen-
erally does not require a retirement plan
to give a covered employee vested rights
to benefits—that is, the right to receive
benefits even if he leaves or loses his job
before retirement age. Over two-thirds
of the private retirement plans provide
vested rights to retirement benefits be-
fore retirement. However, as a general
rule, employees do not acquire vested
rights until thay have accumulated a
fairly long period of service with the
firm and/or are relatively mature.

At present, only one of every three em-
ployees participating in employer-fi-
nanced plans has a 50 percent or greater
vested right to his accrued retirement
benefits. Moreover, 58 percent of covered
employees between the ages of 50 and 60
and 54 percent of covered employees 60
years of age and over do not have a quali-
fied vested right to even 50 percent of
their accrued retirement benefits. As a
result, even employeas with substantial
periods of service may lose retirement
benefits on separation from employment.
Extreme cases have been noted in which
employees have lost retirement rights at
advanced ages as a result of being dis-
charged shortly before they would be eli-
gible to retire. In addition, failure to vest
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more rapidly is charged with interfering
with the mobility of labor, to the detri-
ment of the economy.

Inadequate funding: Another prob-
lem aresa is that a significant portion of
present pension plans are not adequately
funded—that is they are not accumu-
lating sufficient assets to pay bhenefits in
the future fo covered employees. As a
result, there is concern that many em-
ployees now covered by pension plans
may not actually receive pensions when
they retire because the funds will not be
available to pay for those pensions.

In general, pension plans that are
qualified under the Internal Revenue
Code must meet certain minimum fund-
ing requirements by irreveocably setting
aside funds in a trust or through the
purchase of insurance contracts. Contri-
butions to such plans must generally be
at least large enough to pay the normal
pension costs plus the interest on un-
funded accrued liabilities which gen-
erally are attributable to the past service
of the covered employees. However, this
minimum funding requirement is not
adequate because it is designed only to
prevent the unfunded liabilities from
growing larger and does not require any
payment to reduce the amount of the
outstanding unfunded liabilities, which
may be substantial.

The available evidence suggests that
many pension plans are adequately
funded—but that a significant propor-
tion of the plans have not been ade-
quately funded. This is indicated, for
example, by a survey made by the Senate
Labor Subcommittee of 469 trustee-ad-
ministered pension plans covering 7.1
million employees, In 1970, about one-
third of the plans in the study covering
one-third of the participants reported a
ratio of assets to total accrued liabilities
of 50 percent or less; while 7 percent of
the plans covering 8 percent of the par-
ticipants reported a ratio of assets to
accrued liabilities of 25 percent or less.

In general, the older plans are better
funded than the newer ones. Over one-
half of the plans covered by the study
which were 6 years old or less had an as-
sets-liabilities ratio of 50 percent or less,
while 35 percent of the plans in exist-
ence for 17 years to 21 years had such an
assets-liabilities ratio.

Loss of pension benefits due to plan
terminations.—Concern has also been
expressed over the possible loss of pen-
sion benefits as a result of termination
of pension plans. The Studebaker case,
which has been widely publicized, illus-
trates how pension benefits can be lost
as a result of termination of a plan.
‘When Studebaker closed its South Bend,
Ind, plant in 1964, the employees were
separated and the pension plan was ter-
minated. The plan provided fairly gen-
erous vested rights and the funding ap-
parently would have been adequate had
the firm remained in business and the
plan continued in operation. However, at
termination, the plan had not yet accu-
mulated sufficient assets to meet all its
obligations. As a result, full pension
benefits were paid only to employees al-
ready retired and to employees age 60
or over with 10 years or more of service.
Little or no benefits were paid to large
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numbers of other employees, many of
whom had vested rights.

A joint study of the Treasury Depart-
ment and the Department of Labor indi-
cates that there were 1,227 plan termi-
nations in 1972. These terminations re-
sulted in the loss of $49 million of bene-
fits—present value—by 19,400 pension
participants in 546 of the terminated
plans, The average loss of benefits for
participants amounted to $2,500. Par-
ticipants losing benefits represented
about eight one-hundredths of 1 per-
cent of workers covered by pension plans.
The data, of course, cover terminations
occurring over a l-year period and may
not be the typical experience.

Misuse of pension funds and disclo-
sure of pension operations.—There also
has been concern about the administra-
tion of pension plans. It has been
charged that all too frequently pension
funds have not been used in the best in-
terest of covered employees. There have
been cases of extreme misuse of pension
funds.

The Welfare and Pension Plans Dis-
closure Act, which is administered by the
Labor Department, was adopted in 1958
to protect the interests of welfare and
pension plan participants and benefici-
aries by regquiring disclosure of informa-
tion regarding such plans. This act re-
quires the plan administrators to file with
the Secretary of Labor and to send to
participants upon written request a de-
seription and annual report of the plan.
The act was amended in 1962 to make
theft, embezzlement, bribery, and kick-
backs Federal crimes where these occur
in connection with welfare and pension
plans. The 1962 amendment also con-
ferred limited investigatory and regula-
tory powers upon the Secretary of Labor.
However, abuses in the administration of
pension plans and in the handling of
pension funds have continued.

The Internal Revenue Code at present
seeks to prevent abuses in the use of
funds held under qualified retirement
plans by prohibiting qualified trusteed
plans from engaging in certain specified
prohibited transactions such as lending
funds without adequate security and a
reasonable rate of interest to the creator
of the plan, his family, or corporations
controlled by him. Other prohibited
transactions include payment of exces-
sive salaries, purchase of property for
more than an adequate consideration,
sale of property for less than an adequate
consideration, or any other transactions
which result in a substantial diversion
of funds to such individuals. Special ad-
ditional rules apply to payment of exces-
sive salaries, purchase of property for
more than a trust benefiting owner-
employees.

OBJECTIVES OF THE MAIN PROVISIONS OF THE
BILL

Although there have been significant
legislative changes since the present
basic framework of the tax laws relating
to pensions was first adopted—oprinei-
pally in allowing self-employed people
to establish retirement plans for them-
selves and their employees and in requir-
ing the disclosure of information regard-
ing welfare and pension plans—it has
been more than 30 years since these basic
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pension provisions were first adopted. It
is time for new legislation to conform
the pension provisions to the present day
situation and to provide remedial action
for the various problems that have arisen
in the retirement plan area during the
past three decades.

As indicated above, the present pro-
visions of the Internal Revenue Code
provide tax inducements for the adop-
tion of nondiscriminatory plans and to a
limited extent other objectives. These
nondiscrimination provisions are re-
tained, but the new legislation also re-
quires retirement plans to conform to
additional requirements in order to qual-
ify for the favorable tax treatment under
the Internal Revenue Code. In taking
this action, the committee has been
mindful of the need to construct the new
requirements so that they will provide
meaningful improvement in the various
problem areas noted under the present
law. At the same time, the committee is
aware that under our voluntary pension
system, the cost of financing pension
plans is an important factor in determin-
ing whether any particular retirement
plan will be adopted and in determining
the benefit levels if a plan is adopted, and
that unduly large increases in costs
could impede the growth and improve-
ment of the private retirement system.
For this reason, in the case of those re-
quirements which add to the cost of
financing retirement plans, the commit-
tee has sought to adopt provisions which
strike a balance between providing mean-
ingful reform and keeping costs within
reasonable limits.

Generally, it would appear that the
wider or more comprehensive the cov-
erage, vesting, and funding, the more de-
sirable it is from the standpoint of na-
tional policy., However, since these plans
are voluntary on the part of the employer
and both the institution of new pension
plans and increases in benefits depend
upon employer willingness to establish or
expand a plan, it is necessary to take
into account additional costs from the
standpoint of the employer. If employ-
ers respond to more comprehensive cov-
erage, vesting and funding rules by de-
creasing benefits under existing plans or
slowing the rate of formation of new
plans, little if anything would be gained
from the standpoint of securing broader
use of employee pensions and related
plans. At the same time, there are ad-
vantages in setting minimum standards
in these areas both to serve as a guide-
line for employers in establishing or im-
proving plans and also to prevent the
promise of more in the form of pensions
or related benefits than eventually is
available.

The provisions described below are
contained in title IT of the bill as de-
veloped by the Ways and Means Com-
mittee.

Coverage: One of the major objec-
tives of the new legislation is to extend
coverage under retirement plans more
widely. For this reason, title IT of the
committee bill sets minimum standards
on the age and service requirements
which can be used to exclude employees
from participation in plans. Under the
new rules, a qualified plan cannot re-
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quire an employee to serve longer than
1 year or atfain an age greater than
25; whichever occurs later; as a condi-
tion of eligibility to participate in the
plan. Thus, an employee who reaches age
25 and has at least a year of service
would be eligible to participate; unless he
is excluded for some reason other than
age or service. However, a plan that pro-
vides vested rights immediately on par-
ticipation will be permitted to set the
participation requirements at no more
than 3 years of service and age 25.

The Ways and Means Committee be-
lieves that these rules are reasonable.
They provide a balance between the need
to grant employees the right to partici-
pate in pension plans at a relatively early
age so that they can begin to acquire
pension rights and the need to avoid the
administrative drawbacks that would be
involved in granting coverage to imma-
ture and ftransient employees whose
benefits would in any event be small.
The participation rules also prevent po-
tential avoidance of the vesting rules in
the committee bill.

The bill also adopts a number of pro-
visions which are carefully designed to
make the minimum age and service re-
quirements for participation work effec-
tively. The Secretary of the Treasury or
his delegate is given the authority to
determine under regulations what con-
stitutes a year of service for purposes of
fulfilling the participation requirement
in order to make the service requirement
sufficiently flexible to meet the many
varying situations which arise in differ-
ent industries operating under different
conditions of employment. At the same
time, guidance is provided to those fram-
ing the regulations so as to minimize the
possibilities of abuse. The bill, for exam-
ple, provides that a qualified plan may
not establish & service requirement for
participation which has the practical ef-
fect of treating as a year of service an
average period for all employees of more
than 12 months or which excludes any
employee who has more than 17 months
of continuous service. In addition, the
bill provides that a seasonal employee
whose customary employment is for at
least 5 months in a 12-month period is
generally to be given credit for a year
of service if he works his customary sea-
son months in a 12-month period.

The Secretary of the Treasury or his
delegate is also given authority to pre-
scribe by regulations different rules for
determining a “year of service” for those
industries whose normal work schedules
are substantially different from those
that are generally applicable. For exam-
ple, the regulations could, where consist-
ent with the practice of an industry, per-
mit 100 hours of employment to be
treated as 1 month, or 1,000 hours of
employment to be treated as 1 year.

The bill also provides guidance to the
Secretary or his delegate in issuing reg-
ulations in regard fo the computation of
the years of service of an employee who
has a break in service. This is of signifi-
cance since an employee will generally
recelve greater vested rights if all his
periods of service with the employer are
combined and treated as one period of
service than if each period of service in-
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terrupted by a break is treated sepa-
rately. This matter involves difficult is-
sues. On the one hand, it appears desir-
able not to require service prior to the
break to be merged with service after the
break where the break in service is of
substantial duration and the period of
prior service is relatively short. This is
because in such cases, the plan frequently
will not have records regarding the em-
ployees’ prior service and the adminis-
trative difficulties resulting from any re-
quirement to merge service prior to the
break with service after the break might
make employers reluctant to rehire em-
ployees and yet at the same time would
not provide substantial benefits for the
latter. On the other hand, where the
break in service is of relatively moderate
duration, treating each period of service
as a separate period could give rise to
abuses by giving employers an induce-
ment to discharge covered employees and
then rehire them after a short time in
order to reduce the cost of financing plan
benefits. An additional consideration is
that where an employee has acquired an
attachment to the firm by serving a sub-
stantial number of years, and particu-
larly where he has accumulated substan-
tial vested rights to benefits, it seems rea-
sonable that all his service including
service prior to the break should be taken
into consideration in determining his
participation under the plan.

The bill resolves these issues by pro-
viding that where an employer rehires
an employee who has had a break of
service of at least one year after serving
with the employer for less than 4 con-
secutive years, the plan will not be con-
sidered to be following an unreasonable
procedure merely because it does not
take into consideration his prior service.
However, where a rehired employee had
completed at least 4 consecutive years of
service before the break, his prior years
of service must be taken infto considera-
tion for purposes of computing his years
of service unless the break is for 6 years
or more. However, if a rehired employee
acquired a nonforfeitable right to at
least 50 percent of his accrued benefits
derived from employer contributions
prior to the service break, all his prior
service must be taken into consideration
in computing his years of service, re-
gardless of the duration of the break.

Under plans which provide defined or
specified benefits, it is more expensive
for an employer to finance an equivalent
retirement benefit for an older employee
than for a young employee. To avoid
making it more difficult for older workers
to find employment, the bill permits
plans which provide defined benefits to
exclude from participation employees
who begin employment within 5 years of
the normal retirement age. This, for ex-
ample, permits a defined benefit plan
which provides for a normal retirement
age of 65 to exclude an employee who
begins work at the age of 60. Such ex-
clusions are not permitted under money
purchase pension plans or profit sharing
plans. Under these plans, an employee is
not promised any specified benefits, but
instead is entitled only to the amount
that is in his account—employer contri-
butions, forfeitures, and employee con-
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tributions, adjustments for earnings,
losses, and expenses—with the result
that it is no more expensive for the em-
ployer to cover older employees than
younger employees under such plans.

For purposes of satisfying the coverage
rules of the Internal Revenue Code, a
plan is permitted to exclude from partic-
ipation employees covered by a collec-
tive bargaining agreement where the
agreement does not provide that such
employees are to be included in the plan
and there is evidence that retirement
benefits were the subject of good faith
bargaining. This provision has two
objectives: first, it recognizes that em-
ployees who are represented in collective
bargaining agreements may prefer other
forms of compensation, such as cash
compensation, to coverage in a plan; and
second, it makes it possible for employees
who are not covered by a collective bar-
gaining agreement to receive the advan-
tages of coverage in a qualified plan
where some employees of the same firm
have elected through collective bargain-
ing agreement not to be covered by the
plan. At present, it frequently is not
feasible for the former employees to
receive the advantages of a qualified plan
because the very fact that the employees
covered by the collective bargaining
agreement rejected coverage results in
disqualifying the plan on the ground that
it does not satisfy the coverage require-
ments for nondiscrimination. Also in the
case of a plan covering airline pilots
under a collective bargaining agreement,
the bill permits the exclusion of the em-
ployees who are not covered by the col-
lective bargaining agreement for pur-
poses of the coverage requirements for
nondiscrimination.

Finally, all Government plans, includ-
ing the Federal civil service pension plan,
and plans of church—unless they elect to
be subject to the new rules—are ex-
empted from the new participation
standards as well as from the minimum
vesting and minimum funding standards
described below. However, both Govern-
ment plans and church plans must con-
tinue to meet the requirements for
qualification under present law in order
to make their employees eligible for the
tax benefits associated with qualified
plans. The committee exempted Govern-
ment plans from the new higher require-
ments because adequate information is
not now available to permit a full under-
standing of the impact these new re-
quirements would have on Government
plans. For this reason the bills specif-
ically provide that the Committee on
Ways and Means and the Committee on
Education and Labor are to study the
participation, vesting, and funding prac-
tices of Government plans, Government
plan fiduciary standards, factors affect-
ing the mobility of Government employ-
ees and those employed under Federal
procurement contracts, and the need for
Federal standards in each of these mat-
ters. Each committee is to submit to the
House of Representatives not later than
December 31, 1976, the results of the
studies, together with its recommenda-
tions.

In order to minimize administrative
problems, and insure insofar as possible
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that plans which satisfy the require-
ments of the Internal Revenue Code also
meet the pension standards which are to
be administered by the Labor Depart-
ment, and vice versa, the bill provides
that the Treasury regulations with re-
spect to the participation, vesting, and
funding requirements of the bill, other
than regulations to enforce the antidis-
crimination requirements of the code, are
to be effective for plan years beginning
after December 31, 1975, only if approved
by the Secretary of Labor. Where the
bill’s provisions apply before that date,
as in the case of new plans and plans
which elect earlier dates, then the regu-
lations may be prescribed without the
necessary approval of the Secretary of
Labor. However, these regulations are not
to apply beyond the December 31, 1975,
plan year cutoff date.

To give existing plans time to adjust
to the new age and service participation
requirements, the effective date of these
requirements is deferred to January 1,
1976, for plans in existence on January 1,
1974. For plans adopted on or after Jan-
uary 1, 1974, the new minimum age and
service requirements will be effective in
the first plan year beginning after the
date of enactment. However, for existing
plans which were the subject of collective
bargaining agreements, the new partici-
pation standards are not to apply until
the later of, first, the expiration date of
the last of the present collective bargain-
ing agreements, but not later than Jan-
uary 1, 1981, or second, January 1, 1977.

Vesting.—Coverage under a pension
plan does not ald an individual if he
later forfeits his right to his pension
benefits upon voluntary or involuntary
termination of employment. This is an
important consideration in view of the
fact that ours is a fairly mobile economy
where employees tend to change jobs
frequently, especially in their younger
years. Moreover, the cyclical and tech-
nological nature of certain industries re-
sults in frequent layoffs over a work
career for employees in those industries,
as In aerospace and defense. The com-
mittee bill deals with this problem by
requiring qualified pension plans to grant
covered employees reasonable minimum
vested rights to their accrued benefits.

The bill helps to assure that covered
employees will actually benefit from pen-
sion plans by requiring qualified plans, as
a condition of qualification under the
Internal Revenue Code to meet reason-
able minimum vesting standards. Quali-
fied plans are required to grant covered
employees nonforfeitable rights with re-
spect to their own contributions. In ad-
dition, such plans are required to provide
covered employees minimum vested
rights with regard to employer contribu-
tions after they have fulfilled certain
specified requirements. In adopting these
minimum vesting requirements, your
committee was guided by two broad con-
siderations, The first relates to the need
to balance the protection offered by the
minimum vesting provision against the
additional cost involved in finanecing the
plan. Employees, of course, would be ac-
corded the maximum protection if they
were granted immediate and full vested
rights to plan benefits. However, it is
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generally recognized that a requirement
for immediate and full vesting would not
be feasible because it would involve such
substantial additional costs that it would
impede the adoption of new plans and the
liberalization of existing ones.

The second broad consideration guid-
ing the committee in regard to minimum
vesting is the need to provide adequate
flexibility to the hundreds of thousands
of retirement plans, to enable these plans
to provide adequate vesting protection
to their covered employees in the light of
the individual circumstances and condi-
tions confronting them. In other words,
the eommittee does not believe that it
would be desirable to force all refirement
plans into one rigid mold so far as vest-
ing is concerned.

In view of these considerations, the hill
provides three alternative vesting op-
tions:

Under one option, a qualified plan
would be required to provide an employee
with vested rights to at least 25 percent
of his accrued benefits from employer
contributions after 5 years of covered
service, plus an additional 5 percent for
each of the next 5 years and 10 percent
for each of the next following 5 years.
This means that under this option, at
least 50 percent of the employer-provided
benefits must be vested after 10 years of
covered service and 100-percent vested
after 15 years of covered service. This
option is designed to enable plans to pro-
vide the required vesting on a gradual
basis according to years of service, gen-
erally without reference to the age of the
employee. This option is neutral with re-
spect to age, since all employees who ful-
fill the required service requirements are
entitled to the specified vesting without
regard to their age.

A second option permits firms which
wish to provide faster vesting for their
more mature employees than for their
younger ones to do so by taking into con-
sideration the age of the employee as
well as his service for purposes of com=
puting his vested rights. Under this op-
tion, the plan is required to providesa
covered employee who has at least 5
years of covered service a vested right in
at least 50 percent of the accrued bene-
fits financed by the employer’s contribu-
tions when the sum of his age and years
of service equals 45; the minimum re-
quired vesting percentage would there-
after be increased by 10 percentage
points a year in each of the following 5
years. This would, for example, provide
an employee who began work for the em=-
ployer at the age of 25, a vested right
in 50 percent of his accrued benefits fi-
nanced by employer contributions after
10 years of covered service when he
reaches the age of 35. After completing
an additional 5 years of service and at-
taining age 40 he would then be vested
in 100 percent of his accrued benefits. On
the other hand, an employee who starts
to work for the employer at the age of
40 under this option would at the age of
45, upon completion of 5 years of serv-
ice, recelve a 50-percent vested right in
his accrued benefits.

The third option provided under the
bill permits qualified plans to fulfill the
minimum vesting requirements by pro-
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viding employees a 100-percent nonfor-
feitable right to accrued benefits derived
from employer, contributions when they
have achieved at least 10 years of service.
The committee provided this option be-
cause it grants covered employees com~
plete vesting protection after the com-
pletion of a reasonably short period of
service.

Because the objective is to encourage
more adequate provision for retirement,
plans are permitted to defer the payment
of the benefits to individuals with vested
rights until they reach normal retire-
ment age and are separated from the
firm. However, to avoid requiring a plan
to carry relatively small amounts of ben-
efits on its books for a long period of
time, the bill permits a plan to elect to
pay off the employee’s vested rights In
the form of a lump-sum payment when
the employee is separated if the amount
of the distribution is less than $1,750.
In addition, at the election of the em-
ployee, a plan which so provides may
make lump-sum payments of any amount
to employees at the time they are sepa-
rated from service in lieu of retirement
benefits.

As a general rule, the plan will specify
what is normal retirement age for this
purpose. However, in order to prevent
undue delay in the payment of benefits,
payment must begin not later than 60
days after the close of the last plan year
in which the participant .irst, attains age
65, second, reaches the 10th anniversary
of the start cf his participation, or third,
terminates his employment. The “10th
anniversary” provision was adopted to
encourage the employment of individuals
who are hired at mature ages for a long
enough period to enable them to earn
significant benefits under the plan.

The committee further decided to ap-
ply the minimum vesting requirements
to benefits accrued prior to the effective
date of the provision as well as to bene-
fits accrued after this date on the ground
that employees merit equal protection
with regard to plan benefits regardless
of when these benefitc accrued. This is
achieved by generally taking into ac-
count the employee’s entire service with
the employer in determining both his
nonforfeitable vesting percentages and
the amount of accrued benefits to which
these vesting percentages are applied.

To keep the operation of the minimum
vesting requirement reasonable and to
avold imposing undue burdens on plans,
certain periods of service are permitted
to be excluded in determining the em-
ployee’s nonforfeitable rights. The serv-
ice which may be excluded is:

First. Service before age 25;

Second. Service during a period for
which the employee declined to contrib-
ute to a plan requiring employee con-
tributions;

Third. Service during any period for
which the employer did not maintain the
plan;

Fourth. Seasonal service which does
not include a sufficiently long period of
time in each 12-month period to be
counted as service for purposes of the
plan;

Fifth. Certain service broken by pe-
riods of suspension of employment; and
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Sixth. Service before January 1, 1969,
unless the employee has had at least 5
years of service after December 31, 1968.
This latter exclusion was adopted to pre-
vent the possibility that plans would
otherwise be required to incur extremely
large costs for benefits to previously re-
tired employees who would otherwise
have the incentive to come back to a
firm for relatively short periods of time,
primarily in order to obtain plan benefits
for their prior service.

How much protection is actually af-
forded to employees under the minimum
vesting provision depends not only on the
minimum vesting percentages set forth
in the bill but also in the case of defined
benefits on the accrued benefits to which
these minimum vesting percentages are
applied. For this reason, your committee
has devoted particular attention to the
development of fair and equitable pro-
cedures for the computation of accrued
benefits.

Under the first option, the accrued
benefit is determined by providing that
the plan may not allow employees to ac-
crue benefits in any year of service at a
rate which is more than 13315 percent
of the rate of accrual in any other year.
However, it is permissible for a plan to
provide an accrual rate for any year be-
fore the 11th year of service which ex-
ceeds 1335 percent of the accrual rate
after the 10th year of service. The pri-
mary purpose of this provision is to pre-
vent attempts to defeat the objectives of
the minimum vesting provisions by pro-
viding undue “backloading,” that is, by
providing inordinately low rates of ac-
crual in the employee’s early years of
service when he is most likely to leave the
firm and by concentrating the accrual of
benefits in the employee’s later years of
service when he is most likely to remain
with the firm until retirement. Of course,
a plan under which employees accrue
benefits at a uniform rate would satisfy
the requirements of this option. The
133%; percent rule also is obviously not
intended to place a limit on the amount
of benefit increases for future service
that may be provided under plan amend~
ments. Moreover, this rule is not to apply
to the accrual rate of any plan year after
the participant is eligible to retire with
benefits which are not actuarially re-
duced on account of age or service.

Under a second option, a defined bene-
fit plan may provide for an annual rate
of accrual which is not less than 3 per-
cent of the maximum benefit to which
the participant would be entitled if he
became a participant at the earliest pos-
gible entry age under the plan and served
continuously until the earlier of age 65
or the retirement age specified under the
plan. This treatment provides equal
amounts of accrued benefits to employees
who are separated prior to retirement
age after having worked the same num-
ber of years, regardless of their respec-
tive ages at the time the service was
performed.

Under present law, highly mobile em-
ployees such as engineers, frequently do
not derive benefits from pension plans
even when such plans have liberal vest-
ing provisions because they tend to
change jobs before they acquire vested
rights in any particular plan. The bill

4297

approved by your committee will help
such employees to secure actual benefits
from pension plans. It provides that
where an employer sefs up different
pension plans for different groups of em-
ployees the rate of vesting granted under
the different plans need not be the same
so long as the combined effect of all the
plans is nondiscriminatory. This permits
an employer to cover his highly mobile
employees in & separate plan which pro-
vides faster vesting but lower benefits at
normal retirement age than the other
plans that he establishes for his other
employees. ;

In addition, the committee bill in-
structs the Secretary of Labor to con-
duct a full and complete study of the
steps necessary to insure that profes-
sional, scientific, and technical personnel
and others working in associated occu-
pations employed under Federal procure=-
ment, construction or research contracts
or grants will, to the extent feasible, be
protected against the forfeitures of pen-
sion or retirement rights as conse-
quence of job transfers or loss of em-
ployment resulting from terminations or
modifications of Federal contract grants
or procurement policies. The Secretary of
Labor is further instructed to report the
results of his study to the Congress within
2 years after the date of enactment of the
act. Also, if he determines it to be feasible,
the Secretary is to develop regulations
within 1 year after the date on which
he submits his report to the Congress,
which will provide for the better protec-
tion of the vesting rights of the em-
ployees concerned. These regulations are
to take effect unless either House of the
Congress adopts a resolution disapprov-
ing the regulations within 90 days after
they are submitted to the Congress.

Under certain circumstances, a plan’s
vesting rules may cause the prohibited
discrimination. Questions have arisen as
to whether a plan which satisfies the
vesting requirements provided by your
committee automatically satisfies the
vesting requirements of the nondiscrimi-
nation rules. To remove any possible
ambiguity on this subject, the commit-
tee bill specifically provides that a plan
which satisfies the minimum vesting re-
quirements provided by this legislation is
to be treated as satisfying any require-
ments regarding the vesting schedule
and the rate at which benefits accrue,
resulting from the application of the In-
ternal Revenue Code requirements re-
garding nondiscrimination, unless. (a)
there has been a pattern of abuse under
the plan—such as a firing of employees
before their acerued benefits vest—or (b)
there have been, or there is reason to
believe there will be an accrual of bene-
fits or forfeitures tending to discriminate
in favor of employees who are officers,
shareholders, or highly compensated.

The additional costs of financing plans
involved when the minimum vesting re-
quirement adopted by your commitiee
becomes fully effective is expected to be
moderate. These cost estimates are nec-
essarily based on assumptions as to turn-
over rafes, age distribution, and so forth.
However, the range of costs is believed
to be broadly indicative of the expected
experience of employers generally.
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The additional costs will, of course, be
zero or smallest for those plans which
now have liberal vesting provisions and
greatest for those plans which now pro-
vide no vesting prior to retirement. This
reflects the fact that the minimum vest-
ing provisions will generally bring the
costs of the latter plans up to the level
of those plans which now have liberal
vesting provisions. Overall, for all plans,
the cost increases resulting from the new
minimum vesting requirements will
range from 0 to 1.5 percent of payroll.

In the case of plans adopted after
January 1, 1974—which' will have been
adopted with knowledge of the new re-
quirement—the effective date is the first
plan year beginning after the date of
enactment. However, for plans in exist-
ence on January 1, 1974, to provide time
to adjust to the new minimum vesting
requirements, the effective date of the
minimum vesting standards is plan years
beginning after December 31, 1975. For
plans, which are maintained pursuant to
collective bargaining agreements, how-
ever, the minimum vesting requirements
take effect for plan years beginning after
the expiration of the latest agreement
or December 31, 1980, whichever is
earlier, but in no event before January 1,
19717.

In addition, for all plans in existence
on December 31, 1973, the vesting pro-
visions are to become effective gradually
over a 5-year transition period. Under
this rule, 50 percent of the vested rights
generally called for under the legislation
are to become effective in the first year
in which the vesting requirement applies.
Thereafter the required vesting is to in-
crease 10 percentage points each year
until reaching 100 percent of the vested
rights generally required under the legis-
lation after the fifth year.

Finally, the Secretary of Labor is au-
thorized to provide variances from the
generally applicable minimum vesting
requirements for multi-employer plans

* whenever he finds that the application of
these requirements would increase the
cost of the parties to the plan to such an
extent that there would be a substantial
risk to the voluntary continuation of the
plan, or a substantial curtailment of pen-
sion levels or the levels of employees’
compensation, or impose unreasonable
administrative burdens regarding the op-
eration of the plan, and where the ap-
plication of these requirements would be
adverse to the interest of plan partici-
pants generally. Under such variances,
the Secretary of Labor would presecribe
alternative methods by which the multi-
employer plan concerned could satisfy
the minimum vesting requirements for
the period of time this is necessary. These
variances from the vesting requirements
are not, however, to be prescribed unless
all plan participants and other interested
persons have received adequate notice
from the plan administrator of any hear-
ing to be held to consider the variance.

Minimum fun standard —'

ding The
Ways and Means Committee believes
that it is essential for plans to be ade-
quately funded in accordance with a con-
tributions schedule which will produce
sufficlent funds to meet the obligations of
the plan when they fall due. Such an
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adequate contributions schedule for
funding plans not only protects the rights
of employees under the plan but also
provides an orderly and systematic way
for employers to pay their plan costs.

Your committee believes that the min-
imum funding requirements under pres-
ent law are inadequate because they do
not require any provision to be made to
amortize unfunded past service liabili-
ties. Instead they merely require the con-
tributions to the plan to be sufficient to
pay normal costs—the costs attributable
to the current operation of the plan—
and to prevent an increase in unfunded
liabilities. To remedy this, your commit-
tee has provided new minimum funding
standards for qualified plans. In the most
typical case, the standard requires con-
tributions to the plan to be sufficient not
only to pay normal costs but also to
amortize all unfunded past service lia-
bilities in level payments over specified
periods of time. A second standard re-
qguires contributions to be based on the
accrued unfunded vested liabilities of the
plan if this results in higher annual pay-
ments than the general funding stand-
ard. It is anticipated that this second
standard will be used for only a small
minority of the plans which have rela-
tively large unfunded vested liabilities.

The new funding standards do not ap-
ply to the following types of gualified
plans:

First. Profit-sharing and stock bonus
plans. There is no need for a require-
ment that contributions be sufficient to
fund a specified level of benefits in the
case of these plans since they do not spec-
ify that participants are to receive any
designated amount of benefits, but in-
stead require the paying out of whatever
benefits the funds in the plan will pur-
chase on the date the benefits are to
begin. :

Second. Plans funded -exclusively
through the purchase of individual in-
surance contracts which provide for level
annual premium payments. These plans
are excluded from the funding require-
ments because they have behind them
the funding of the insurance companies
involved.

Third. Government plans. However,
government plans are still required to
meet the present funding standards
which require contributions to be suffi-
cient to pay normal pension costs plus
the interest on past service liabilities.
Also, as noted previously, your commit-
tee has provided for a study of Govern-
ment plans to determine the need for
supplying funding standards.

Fourth.. Church plans unless these
plans elect to be covered by such re-
quirements, and

Fifth. Plans which after the date of
enactment of the legislation do not pro-
vide for employer contributions.

In the most typical case where the
first general funding standard is em-
ployed, employers maintaining single-
employer plans not in existence on the
effective date of the legislation must
pay normal costs currently and amortize
their past service liabilities in level pay-
ments over no more than 30 years. A
similar amortization period of no more
than 30 years is required for past serv-
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ice liabilities arising as a result of a sin-
gle-employer plan amendments after the
effective date. However, in recognition of
the fact that large numbers of plans as-
sumed heavy past service liabilities prior
to any requirement to amortize such lia-
bilities, plans in existence on the effective
date of the legislation are allowed a
longer period—up to 40 years—to amor=-
tize past service liabilities existing at the
beginning of the first plan year to which
the requirement applies. In addition,
multiemployer plans are allowed fto
amortize all past service liabilities, in-
cluding those created aiter the effective
date of the legislation, over a period of
up to 40 years. This recognizes that mul-
tiemployer plans generally have an
added element of financial strength in
that their contributions come from a
number of employers who as a group are
less likely than comparable single em-
ployers to experience business difficul-
ties.

This funding standard, which will ap-
ply to the overwhelming majority of
plans, is comprehensive since it requires
amortization of all accrued past service

" liabilities, that is, both vested and non-

vested unfunded past service liabilities.

The level payment method of funding
adopted by your committee is analogous
to the payment of a home mortgage in
that each specified payment includes a
payment for both interest and principal.
It has the advantage of spreading the
payments out evenly over the payment
period which generally makes it easier
for the employer to plan for meeting the
payments. Another factor in your com-
mittee’s decision is that the level pay-
ment method, while providing for ade-
quate amortization of past service costs,
initially adds only relatively moderate
amounts to an employer’s existing fund-
ing costs. This is because interest on un-
funded accrued past service costs, which
accounts for the bulk of the payments
under the level payment method in the
early years, is already required to be con-
tributed to a defined benefit plan under
present law.

Provision is also made for the equitable
funding of experience deficiencies which
arise when the actual plan costs turn
out to be greater than were previously
estimated on the basis of the actuarial
assumptions—for example, when the
value of the plan assets is less than was
expecfed. In establishing a minimum
funding standard for such experience
deficiencies, the committee sought to
avoid two problems. If it allowed the ex-
perience deficiencies to be funded over a
very long period of time, an incentive
would be provided for the use of ac-
tuarial assumptions which understate
the costs since any resulting deficiencies
could then be made up over a long period
of time without penalty. On the other
hand, if the experience deficiencies were
required to be amortized over too short
a period, employers would encounter
hardships in meefing the annual pay-
ments. This is especially pertinent in
view of the fact that most actuarial or
experience difficulties are inadvertent.

The bill seeks to avoid both these prob-
lems by allowing experience deficiencies
to be funded in level amounts over a
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period of up to 15 years for single em-
ployer plans and up to 20 years for mul-
tiemployer plans. Symmetrical treatment
is provided for experiefice gains which
are atiributable to a favorable variation
between actual experience and the ac-
tuarial assumptions entering into the de-
termination of the employer’s cost and
contributions.

The determination of experience gains
and losses for this purpose will generally
be made every 3 years except where
the Secretary or his delegate, pursuant
to regulations, finds it necessary to re-
quire the determination to be made more
frequently.

Relief measures are provided to mitl-
gate the impact of the funding require-
ments in cases where it would otherwise
result in hardship. The bill gives the In-
ternal Revenue Service the authority
to waive the minimum funding require-
ment in cases where the application of
this requirement would involve substan-
tial business hardship to the employer
and would be adverse to the interests of
plan participants in the aggregate.

However, the waived contribution
must be made up in level payments over
a maximum of 15 years. To avoid the in-
definite postponement of the fulfillment
of the funding standards, the committee
bill further provides that not more than
five such waivers may be made in any
15-year period.

The Ways and Means Committee also
recognizes that multiemployer plans
which are negotiated as a result of col-
lective bargaining agreements may in-
volve different considerations in regard
to funding than individual employer
plans. While it is the objective of the
committee’s bill to require adequate
funding for multiemployer plans as well
as for individual employer plans, the
committee is aware that a number of
multiemployer plans are not as well
funded as they might be at the present
time and that the application of the new
funding standards to such plans without
an adequate transition period might
cause hardship and be detrimental to the
interests of the employees covered by
such plans. For this reason, if 10 percent
or more of the number of employers con-
tributing to a multiemployer plan dem-
onstrate to the satisfaction of the Sec-
retary of Labor that they would experi-
ence substantial business hardships if
they were required to amortize past serv-
ice liabilities and experience deficiencies
over the periods of time specified by the
bill—40 years and 20 years, respectively—
and if this requirement would be adverse
to the interests of plan participants in
the aggregate, then upon certification by
the Secretary of Labor to the Secretary
of the Treasury, these plans are to be al-
lowed an additional 10 years to amortize
such costs.

In addition, the Secretary of Labor is
authorized to provide variances from the
minimum funding requirements for mul-
tiemployer plans where he finds that the
application of these requirements would
increase costs to the extent that there
would be a substantial risk to the volun-
tary continuation of the plan, impose
unreasonable administrative burdens in
regard to the operation of the plan and
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be adverse to the interests of plan par-
ticipants in the aggregate. The condi-
tions under which such variances from
the funding requirements may be grant-
ed are identical to those applying to vari-
ances from the minimum vesting re-
quirements described above.

Your committee believes that the gen-
erally applicable funding standard,
which requires past service liabilities to
be amortized in level payments over a
specified number of years, will generally
provide an eguitable and adegquate ap-
proach to funding the vast majority of
plans. However, in some cases where
plans have very substantial vested liabili-
ties and relatively small asset values, it
appears desirabe to require the unfunded
vested liabilities to be amortized more
rapidly than under the generally appli-
cable funding standard. For this reason,
your committee has provided a second
funding standard, based on accrued un-
funded vested labilities. This standard is
to apply in lieu of the generally appli-
cable funding standard if it results in a
higher annual contribution. Under this
standard, the acerued vested liabilities of
the plan and the value of its assets are
determined. Where the former exceeds
the latter, the contribution for that year
must be sufficient to cover the first year’s
payment under a level annual payment
schedule required to amortize the differ-
ence in 20 years. A new determination
with respect to the applicability of this
second funding standard is to be made in
each of the succeeding years. It is con-
templated that this funding standard will
be required for only a small minority of
qualified plans.

In general, for purposes of funding, the
value of the plan’s assets is to be deter-
mined on the basis of any reasonable
actuarial method of wvaluation which
takes fair market value into account
under regulations prescribed by the Sec-
retary of the Treasury or his delegate.
However, to permit fixed obligations,
which frequently are held until maturity,
to be given stable values for funding pur-
poses, the plan administrator is given
the option of determining the value of a
bond or other evidence of indebtedness,
which is not in default as to principal or
interest, on an amortized basis.

The Ways and Means Committee is
aware that the actuarial assumptions
made by actuaries in estimating future
pension costs are crucial to the applica-
tion of minimum funding standards for
pension plans. This is because in estimat-
ing such pension costs, actuaries must
necessarily make actuarial assumptions
about a number of future events, such
as the rate of return on investments—
interest—employee future earnings, and
employee mortality and turnover. In ad-
dition, actuaries must also choose from
a number of funding methods to cal-
culate future plan liabilities. As a result,
the amount required to fund any given
pension plan can vary significantly ac-
cording to the mix of these actuarial
assumptions and methods.

Conceivably an attempt might be made
to secure uniform application of the min-
imum funding standards by authorizing
the Secretary of the Treasury or some
other authority to establish the specific
actuarial assumptions and methods that
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could be used by pension plans. This
would involve, for example, setting a spe=
cific rate of interest that could be used by
certain pension plans or by specifying
certain turnover rates for specified types
of firms. However, the committee does
not believe that this would be an appro=-
priate procedure, since the proper actu-
arial assumptions may differ substan-
tially between industries, among firms,
geographically, and over time, Further,
in estimating plan costs each actuarial
assumption may be reasonable over a sig-
nificant range and it would appear that
the proper test would be whether all
actuarial assumptions used together
are reasonable. These considerations
strongly indicate that any attempt to
specify actuarial assumptions and fund-
ing methods for pension plans would in
effect place these plans in a straitjacket
so far as estimating costs is concerned,
and would be likely to result in cost esti-
mates that are not reasonable.

However, your committee’s bill re-
guires the actuarial assumptions of each
plan to be certified by an actuary every
3 years, or more frequently if required by
the Internal Revenue Service. These cer-
tifications will be reported to the Serv-
ice. Moreover, in order to insure that
such certification will be made by com-
petent actuaries, the bill provides that
the Secretary of the Treasury is to es-
tablish qualifications for actuaries and is
to certify for practice before the Internal
Revenue Service the persons who meet
these standards. In the case of indi-
viduals applying for enrollment as actu-
aries before January 1, 1976, the stand-
ards and qualifications set forth by the
Secretary shall inelude a requirement for
an appropriate period of responsible ac-
tuarial experience or of responsible ex-
perience in the administration of pension
plans. The Secretary of the Treasury is
also to review the actuarial assumptions
used by particular plans and an advisory
board of actuaries is to be established to
assist him in setting up general stand-
ards as to reasonableness of assumptions.

The bill also provides new and more
effective penalties where employers fail
to meet the funding standards. In the
past, an attempt has been made to en-
force the relatively weak funding stand-
ards existing under present law by pro-
viding for immediate vesting of the em-
ployees’ rights, to the extent funded, un-
der plans which do not meet these stand-
ards. This procedure, however, has
proved to be defective since it does not
directly penalize those responsible for
the underfunding. For this reason, the
bill places the obligation for funding and
the penalty for underfunding on the per-
son on whom it belongs—namely, the
employer.

This is achieved by imposing an excise
tax where the employer fails to meet the
funding standards, which starts out at a
relatively modest level and increases
sharply where there is continued failure
to make the indicated contributions.
More specifically, if an employer fails to
contribute sufficlent amounts to meet the
new funding requirements, he will be
subject to a nondeductible excise tax of 5
percent per year on the amount of the
underfunding for any year, If the em-
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ployer fails to make up the underfunding
by 90 days after original notification by
the Internal Revenue Service—but with
the Service in a position to grant exten-
sions of time—then the employer is sub-
ject to a second level excise tax amount-
ing to 100 percent of the underfunding.
This determination by the Service is ap-
pealable to the tax court and no assess-
ment may be made until after the end
of the litigation. Since the employer re-
mains liable for the contributions neces-
sary to meet the funding standards even
after the payment of the excise taxes, it is
anticipated that few, if any, employers
will willfully violate these standards.

For plans adopted after January 1,
1974, which will have been adopted with
knowledge of the new requirement, the
effective date of the new funding re-
quirements is the first plan year be-
ginning after the date of enactment. For
plans in existence on January 1, 1974,
which are not maintained pursuant to
collective bargaining agreements, the
effective date of the minimum funding
standards is deferred to plan years be-
ginning after December 31, 1975. And for
plans which are maintained pursuant to
collective bargaining agreements, the
minimum funding requirements take
effect for plan years beginning after the
expiration of the latest agreement; if
this is after December 31, 1975, or after
December 31, 1980, whichever is earlier.

Other provisions to protect covered
employees and their beneficiaries—in ad-
dition to the minimum participation,
vesting and funding standards provided
in the bill, your committee has adopted a
number of specific provisions to protect
the rights of employees and beneficiaries
under qualified plans.

Qualified plans that provide annuities
must pay benefits in the form of a joint
and survivor annuity, giving the sur-
viving spouse an annuity equal to at least
50 percent of the annuity paid during
the joint lives, unless the participant
elects in writing before the annuity
starting date not to take a joint and
survivor annuity.

Qualified plans must provide that re-
tirement benefits may not be assigned or
alienated, except for voluntary and rev-
ocable assignments of not moie than 10
percent of the benefits.

Provision is made to preve:it mergers
or consolidation of plans from reducing
the rights of participants. This is
achieved by specifying that immediately
after the merger each participant would
be entitled to receive a benefit equal to
or greater than the benefit he would
have been entitled to receive immediately
before the merger had the plan been
terminated. :

Protection is given to retired individ-
uals who are separated from the service
of the employer against reductions in
private plan benefits when social secu-
rity benefit levels increase. In general,
under present integration procedures,
social security benefits attributable to
employer contributions are treated as
though they were part of the private
plan. As a result when the level of social
security benefits increases, some inte-
grated plans have reduced the amount of
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the retirement benefits that they provide
for covered employees.

Present law under administrative prac-
tice provides that qualified plans may
not use increases in social security bene-
fit levels to reduce the benefits that they
pay where the employees concerned are
retired and are already receiving inte-
grated plan benefits. The bill codifies this
treatment for retired persons. It also
extends the prohibition against reduc-
ing plan benefits where soclal security
benefit levels are increased to cases
where the individuals concerned are
separated from service prior to retire-
ment and have deferred nonforfeitable
rights to plan benefits, This provision is
effective for increases in social security
benefits which take place after the date
of enactment or on the date of the first
receipt of plan benefits or the date of
separation from service—whichever is
applicable—if that date is later.

These changes do not affect the ability
of plans to use the integration procedures
to reduce the benefits that they pay to
individuals who are currently covered
when social security benefits are liberal-
ized. Your committee, however, believes
that such practices raise important
issues. On the one hand, the objective of
the Congress in increasing social security
benefits might be considered to be frus-
trated to the extent that individuals with
low and moderate incomes have their
private retirement benefits reduced as a
result of the integration procedures. On
the other hand, your committee is very
much aware that many present plans
are fully or partly integrated and that
elimination of the integration procedures
could substantially increase the cost of
financing private plans. Employees, as a
whole, might be injured rather than
aided if such cost increases resulted in
slowing down the rate of growth of pri-
vate retirement plans.

In view of the serious issues involved in
the integration of private plans with the
social security system, your committee
believes that it is desirable to postpone
action on this issue pending further study
of this problem. More specifically, your
committee plans to consider this overall
problem again at the earliest opportun-
ity, possibly in connection with future
tax reform or social security legislation.
However, your committee believes that no
further integration of social security and
pension benefits should be allowed under
any further regulations issued by the
Secretary or his delegate at least until
June 30, 1975.

Portability—In view of the fact that
ours is a highly mobile economy, char-
ncterized by high employee turnover
rates, various proposals have been made
to establish a system for the portability
of vested rights to benefits from one
plan to another when an employee
changes jobs.

While the complete portability of
vested rights to benefits from one pension
fund to another is hard to achieve be-
cause of the numerous basic differences
in private pension plans, your commit-
tee’s bill contains a number of provisions
which will achieve much of the advantage
of portability. Under present law, when
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an employee changes jobs, it is already
possible for funds representing his vested
rights to benefits under his old employer’s
plan to be transferred to the retirement
plan of his new employer without pay-
ment of tax on an optional basis—that
is, if the employee and the administrators
of the plans involved agree to the trans-
fer. Your committee’s bill adds another
way in which individuals can transfer
their retirement funds on a tax-free
basis to a tax-exempt retirement account.
It allows them to establish a new type of
account called a “rollover account.”
Under the new arrangement, individuals
will have the right to roll over into indi-
vidual retirement accounts, without pay-
ment of current tax, complete distribu-
tions of funds financed by employers
under qualified plans, HR. 10 plans, as
well as funds from individual retirement
accounts, provided that the transfer into
the new account is made within 60 days
of the withdrawals of the funds from the
old plans.

Provision also is made to supply ade-
quate information to plan participants
regarding their vested rights to retire-
ment benefits so that they will not neglect
to claim these benefits when they become
eligible to receive them. In this connec-
tion, plan administrators are required
to furnish each separated employee who
has vested rights an individual statement
showing the nature, amount and form
of the deferred vested benefit to which
he is entitled.

Also, in order to insure that em-
ployees will be fully alerted to their
retirement benefits, the Social Secu-
rity Administration will keep records
regarding the vested rights of sepa-
rated employees under single employer
plans. Annual information pertaining to
such vested rights will be forwarded by
plan administrators to the Social Secu-
rity Administration through the Internal
Revenue Service. The Social Security
Administration will then furnish this in-
formation regarding vested rights to in-
dividuals both on request and at the same
time that official information is supplied
to the employee or his beneficiary regard-
ing social security benefits.

Because the furnishing of such infor-
mation involves considerably more dif-
ficulties for multi-employer plans than
for single-employer plans, the bill does
not require multi-employer plans to sup-
ply individual statements regarding
vested rights to separated employees; nor
does it require multi-employer plans to
file information showing the vested
rights of separated employees. However,
the Secretary of the TPreasury after con-
sultation with the Secretary of Health,
Education and Welfare, may prescribe
regulations requiring multi-employer
plans fo submit such information, to the
extent it is found feasible.

Plan termination insurance.—Al-
though the Ways and Means Committee
regards the development of an adequate
program of plan termination insurance
as essential to protect the rights of
covered employees, title II of the bill,
which it developed, makes no provision
for such plan termination insurance.
This is because provision for plan termi-
nation insurance is made in Title I of the
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bill which was prepared by the Commit-
tee on Education and Labor,

Fiduciary requirements.—Title I of the
bill makes no change in the rules re-
lating to fiduciaries of qualified retire-
ment plans. As with plan termination
insurance, this is not because your com-
mittee regards this matter as unimpor-
tant but rather because title I of the bill
which was prepared by the House Com-
mittee on Education and Labor, contains
provisions providing for additional rules
regarding fiduciary requirements.

Enforcement.—Title II of the bill re-
lies heavily on the tax laws in order to
secure compliance with the new require-
ments that it imposes on pension plans.
Plans, for example, are required to com-
ply with the new coverage, vesting, and
funding standards in order to qualify for
favored tax treatment under the In-
ternal Revenue Code. In addition, excise
taxes are imposed for failure to meet the
funding standards. As a result, these
substantive pension provisions would be
administered by the Internal Revenue
Service. .

The Ways and Means Committee be-
lieves that primary reliance on the tax
laws represents the best means for en-
forcing the new improved standards im-
posed by the bill. Historically, the sub-
stantive requirements regarding nondis-
crimination, which are designed to in-
sure that pension plans will benefit the
rank and file of employees, have been en-
forced through the tax laws and ad-
ministered by the Internal Revenue
Service. As a result, the Internal Reve-
nue Service is already required to ex-
amine the coverage of the retirement
plans and their contributions and bene-
fits as well as funding and vesting prac-
tices in order to determine that the plans
operate so as to conform to these non-
discrimination requirements. Also, the
Internal Revenue Service has adminis-
tered the fiduciary standards embodied
in the prohibited transactions provisions
since 1954,

Your committee believes that the In-
ternal Revenue Service has generally
done an efficient job in administering the
pension provisions of the Internal Reve-
nue Code. The very extensive experience
that the Service has acquired in its many
years of dealing with these related pen-
sion matters will undoubtedly be of great
assistance to it in administering the new
ll;ielc%ulrements imposed by the committee

However, because the bill increases the
administrative job of the Service in this
respect, your committee believes that it
is desirable to add to its administrative
capability for handling pension matters.
For this reason, the committee bill pro-
vides for the establishment by the Inter-
nal Revenue Service of a separate office
headed by an Assistant Commissioner of
Internal Revenue to deal primarily with
pension plans and other organizations
exempt under section 501(a) of the In-
ternal Revenue Code, including religious,
charitable, and educational organiza-
tions. In order to fund this new office, the
bill authorizes appropriations at the
rate of $70 million per year for such ad-
ministrative activities. It is intended that
the Internal Revenue Service obtain
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from all appropriate pension administra-
tion sources annual statistical data to in-
dicate the operations of the private re-
tirement system for the purpose of
evaluations and public information.

In addition to providing additional op-
portunities for redress in case of disa-
greement with the decisions of the In-
ternal Revenue Service on pension mat-
ters, both employees and employers will
be allowed to appeal determination let-
ters issued by the Internal Revenue
Service to the Tax Court after exhaust-
ing their remedies under the Internal
Revenue Service administrative proce-
dures.

Equalizing tax treatment: in gen-
eral.—Another objective of the bill is to
provide more rational and equitable tax
treatment under retirement plans.

The committee believes that there is
need on equity grounds to grant indi-
viduals who are not covered by any kind
of qualified pension plan some of the tax
advantages associated with such plans by
providing them with a limited tax deduc-~
tion for their retirement savings.

In addition, there is no justification
for the present widely disparate treat-
ment which places no specific limitation
on the amount of deductible retirement
plan confributions for corporate em-
ployees and at the same time limits the
deductible contributions to pension plans
on behalf of the self-employed to a maxi-
mum of 10 percent of earned income or
$2,500 a year.

This unjustifiable difference in treat-
ment has resulted in unduly large tax
advantages for certain corporate em-
ployees: it also discriminates against the
self-employed and has had the undesir-
able result of encouraging large numbers
of self-employed people to incorporate
merely to secure the larger tax advant-
ages available with respect to corporate
retirement plans. This includes large
numbers of professional people who are
now permitted by all 50 Btates and the
District of Columbia to incorporate.

In view of these considerations, the
committee has provided the following
three changes which should be regarded
as one package in the sense that the
adoption of all three changes are needed
at the same time in order to improve the
tax laws in regard to pension plans.

Equalizing tax treatment; individual
retirement plans.—The bill allows indi-
viduals who are not receiving the ad-
vantages of current coverage under qual-
ified retirement plans to take deductions
for annual contributions to a new tvpe of
individual retirement plan, up to 20 per-
cent of earned income or $1,500, which-
ever is less.

These retirement plans will be avail-
able to all employees who are not active
participants in a qualified retirement
plan, in a governmental pension plan or
in an annuity plan established by a tax-
exampt or public educational institution
under section 403 (b) of the Internal Rev-
enue Code. Self-employed individuals
who are not covered by qualified retire-
ment plans—H.R. 10 plans—are also eli-
gible to astablish individual retirement
plans for themselves.

The employer of any individual who
establishes a personal retirement plan
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will be allowed to make tax deductible
contributions to that individual retire-
ment account on behalf of the employee
which will not be currently taxable to
the employee so long as the sum of the
employee’s own deductible contribution
and the employer’'s contribution do not
exceed the allowable 20 percent of com-
pensation—$1,500 annual limit. Unions
may also establish individual retirement
accounts for their members. :

In order to encourage the widespread
use of such individual retirement plans,
your commitiee has provided that the
contributions to such plans can be in-
vested in a wide range of investments,
including special government retirement
bonds which would be issued for this
purpose, annuity contracts sold by in-
surance companies, mutual funds, cor-
porate securities, banks and credit
unions.

The earnings on the amounts put aside
in the individual retirement accounts are
to remain free of tax until they are dis-
tributed. Distributions from the individ-
ual retirement savings plans are to be
taxable when received by the employee,
generally upon retiremeant or upon death
or disability. However, since the individ-
ual’s incomes will generally be relatively
low when they receive such distributions,
the latter will ordinarily be taxed at rela-
tively low rates. Individuals will also en-
joy tax savings from being able to defer
payment of tax on the earnings of the
retirement funds during the time they
are retained in the tax-free plans.

Since the objective of the new pro-
vision is to encourage adequate provision
for retirement needs, withdrawal of the
retirement savings prior to age 59% will
result in a penalty tax equal to 10 percent
of the amount of the premature distribu-
tion. However, early withdrawals arz per-
mitted without penalty where the tax-
payer becomes disabled. In addition, to
prevent the individual retirement sav-
ings plans from being used to postpone
tax indefinitely, the retirement savings
must either be distributed by the time the
individual reaches age T01% or distributed
over the lives or life expectancy of the in-
dividual and his spouse beginning no
later than age 70%%.

Your committee anticipates that by
encouraging employers to make modest
contributions initially for the retirement
needs of their employees, such individual
retirement plans will lead eventually to
the establishment of a significant num-
ber of new qualified retirement plans by
employers. An employer who believes he
cannot afford the entire cost of a retire-
ment plan can start by contributing
small amounts for employee individual
retirement accounts, can increase his
contributions over the years—if it does
not exceed the 20 percent-$1,500 annual
limits per participant—and then can
subsequently convert to an employer-
financed qualified plan. The provisions
allowing individuals to deduet contribu-
tions within the specified limits to indi-
vidual retirement plans generally take
effect for taxable years beginning after
December 31, 1973.

Equalizing tax treatment; iIncreasing
deductions for H.R. 10 plans—Your
committee’s bill grants self-employed
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people tax treatment with respect to re-
tirement plans—H.R. 10 plans—which is
more nearly comparable to that now
accorded to corporate employees under
qualified retirement plans. This is
achieved by increasing the maximum de-
ductible contributions & self-employed
individual is allowed fo make on his own
behalf to a qualified plan from the pres-
ent level of 10 percent of earned income
up to $2,500 a_year to 15 percent of
earned income Op to $7,500 a year. For
HR. 10 plans which are of the defined
benefit type, provision is made for apply-
ing comparable limitations on the bene-
fits that may be paid to self-employed
individuals under regulations to be pre-
scribed by the Secretary of the Treasury
or his delegate.

In keeping with the major objective of
securing more uniform tax treatment of
self-employed people and corporate in-
dividuals under qualified retirement
plans, contributions or benefits for self-
employed people under qualified plans
are also made subject to the same overall
limitations that are placed on contribu-
tions or benefits for regular employees
under qualified plans.

Your committee has also made pro-
vision to allow self-employed individ-
uals, vhose earned income fluctuates
sharply, declining to low levels in some
years, to continue to set aside a specified
minimum amount regularly for retire-
ment under an H.R. 10 plan.' This is
achieved by permitting a self-employed
individual to deduct contributions to
such plans amounting to $750 or 100
percent of their earned income, which-
ever is less, even though these amounts
are in excess of the regular deduction
limits.

The new more liberal limitations on
contributions or benefits for self-em-
ployed people under qualified plans are
also to apply to shareholder employees of
subchapter 8 corporations—small busi-
ness corporations—who are generally
subject to the same limitations as self-
employed people under gualified plans.
This means, for example, that contribu-
tions of up to the lesser of 15 percent of
earned income or $7,500 a year may be
made under qualified defined contribu-
tion plans on behalf of such shareholder
employees without giving rise to current
tax for them.

In addition, provision is made to in-
sure that self-employed individuals who
wish to utilize the full maximum tax
allowance for their own contributipns
will also provide significant pension con-
tributions for their regular employees
who are covered by the pension plan.
This ,is achieved by allowing self-
employed people to count no more than
$100,000 of their earned income in com-
puting pension contributions or benefits
for themselves. This prevents a self-
employed individual with an extremely
large income from achieving the $7,500
maximum annual deduction for his own
pension contribution through the use of
2 low contribution rate which would be
detrimental to his employees since the
pension contributions on their behalf are
computed using the same contribution
rate. For example, a self-employed in-
dividual who-counts his first $100,000 of
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earned income for this purpose, must
contribute to the plan at least 7.5 per-
cent of the wages of his covered em-
ployees in order to be permitted a de-
ductible confribution of $7,500 on his
own behalf. g

Finally, your committee adopted pro-
visions to improve the effectiveness of
H.R. 10 plans in achieving their retire-
ment objectives and preventing abuses
in the operation of such plans. Present
law disqualifies the plan if willful con-
tributions in excess of the allowable
limits are made on behalf of owner-
employees since such excess contribu-
tions unduly build up their tax-free ac-
cumulations in the plan. Experience has
shown that this is not an adeqguate
remedy since disqualification of the plan
for excess contributions on behalf of
owner-employees penalizes the regular
employees who are not in any way re-
sponsible for the excess contributions.
For this reason, instead of disqualifying
the plan, where excess contributions are
made on behalf of the self-employed
individuals, the bill adopts a new more
effective penalty; namely, a tax on the
employer, amounting to 6 percent a year
on the amount of the excess contribu-
tion. In addition, to discourage pre-
mature withdrawal of the H.R. 10 funds
by owner-employees prior to retirement
age, withdrawals before such individuals
attain the age of 5915, except in case of
disability, are subject to an additional tax
amounting to 10 percent of such pre-
mature contributions.

The new more liberal limits in regard
to contributions on behalf of self-em-
ployed people under H.R. 10 plans are
effective for taxable years beginning
after December 31, 1973. However, the
new limits on benefits under defined
H.R. 10 benefit plans, which are designed
to secure comparability with the limita-
tions applying to H.R. 10 plans of the
defined contribution type, the 6-percent
tax on execess contributions for self-
employed individuals, and the 10-percent
tax on premature withdrawals by owner-
employees are effective for taxable years
beginning after December 31, 1975.

Overall limitations on contributions
and benefits for employees under
plans.—In view of the vital role that the
favorable tax treatment accorded under
the Internal Revenue Code plays in
stimulating the growth and development
of nondiscriminatory retirement plans,
your committee believes that it is essen-
tial*to continue this treatment. In fact,
as noted above, the bill adopted by your
committee extends the favorable tax
treatment more generally by increasing
the allowable deductible contributions of
self-employed people under H.R. 10 plans
and by providing for the establishment
of limited retirement savings plans for
individuals who are not covered by quali-
fied retirement plans

However, after careful consideration,
your committee has concluded that it is
not in the public interest to make the
substantial favored tax treatment asso-
ciated with qualified retirement plans
available without any specific limitation
as to the size of the contributions or the
amount of benefits that can be provided
under such plans, The fact that present
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law does not provide such specific limita-
tions has made it possible for extremely
large contributions and benefits to be
made under qualified plans for some
highly paid individuals. While there is,
of course, no objection to large retire-
ment benefits in themselves, your com-
mittee believes it is not appropriate to
finance extremely large benefits in part
at public expense through the use of the
special tax treatment. Moreover, the
fact that there are no specific limits on
the size of the contributions or benefits
that may be made under qualified plans
on behalf of highly paid employees dis-
criminates against the self-employed
whose contributions or benefits under
HR. 10 plans are limited by law. For
this reason, your committee has provided
specific limitations on the amount of
contributions and benefits that can be
provided for any one individual under a
qualified plan. These limitations, which
apply to both employees and self-em-
ployed people under qualified plans, have
been designed to avoid abuse of the fa-
vored tax treatment to finance extremely
large pensions. However, the limitations
are generous enough to permit substan-
tial retirement benefits which are ade-
quate judged from any reasonable
standard.

Under defined contribution plans—
money-purchase pension plans and
profit-sharing plans—the sum of the em-
ployer's confributions for the employee,
a specified portion of the employee’s
own contributions, and any forfeitures
allocated to the employee cannot exceed
25 percent of the employee’s compensa-
tion or $25,000, whichever is less. These
limits would also apply to contributions
made to qualified plans of exempt orga=
nizations under section 403(b).

Your committee decided to take em-
ployee contributions to qualified plans
into account for purposes of this contri-
bution limit because the employee gets
a tax advantage from the fact that the
earnings on his contributions remain free
of tax so long as they are kept in the
plan, thus permitting a tax-free buildup
of funds. However, unlike employer con-
tributions under qualified plans, em-
ployee contributions are made out of
taxed income. For this reason, for pur-
poses of counting employee contribu-
tions for purposes of the 25 percent and
$25,000 annual limits on contributions on
behalf of any employee under a defined
contribution plan, there is to be excluded
the greater of (a) employee contribu-
tions amounting to 6 percent of compen-
sation or (b) one-half of the employee’s
contributions.

For plans which provide defined bene-
fits, your committee has phrased the
limit in terms of the amount of annual
benefits that may be paid to a partici-
pant. More specifically, the annual bene-
fit paid under such plans cannot exceed
100 percent of the participant’s average
compensation for his highest 3 years of
earnings, regardless of the age at which
the benefits start, or $75,000 beginning
at age 55 or later, whichever is less.
Where the annual benefit starts before
age 55, the $75,000 annual limit on bene-
fits i1s adjusted downward actuarially.
However, to avoid any possible adverse
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effect on individuals with relatively mod-
est retirement benefits, this benefit
limitation is not to apply to retirement
benefits which do not exceed $10,000 for
the plan year or for any prior plan year.
This exception from the benefit limita-
tion is available only where the employer
has not at any time maintained a defined
contribution plan in which the partici-
pant was covered,

While any specific dollar limit on the
amount of benefits under qualified plans
is necessarily a matter of judgment, your
committee believes that the annual limi-
tation of $75,000 at age 55 or later
achieves a reasonable balance in view
of the considerations involved. Benefits
starting at any age are allowed fto
amount to as much as 100 percent of
average pay during the high 3 years of
earnings after study disclosed that any
lower percentage limit would adversely
affect individuals with relatively modest
earnings who are covered under generous
plans. Your committee believes that it
would be unwise to discourage liberal
benefits for such individuals.

As noted above, the $75,000 annual
limit is applied to a benefit financed by
the employer which is payable in the
form of a straight life annuity beginning
at age 55. Correspondingly, higher bene-
fits may be paid to the extent that they
are financed by employee contributions.
No actuarial adjustment is required to
be made in the maximum annual limit on
benefits under defined benefit plans
where ancillary benefits which are not
related to retirement are provided. For
example, no downward actuarial adjust-
ment in the limit is to be required for
disability benefits before normal retire-
ment age. In addition, no downward ad-
justment is to be made for a normal joint
and survivor feature.

Moreover, to prevent abuse, the full
maximum benefit may be paid only to
individuals who have 10 years or more of
service. Where an individual has served
for less than 10 years, the maximum
permissible benefit is reduced propofr-
tionately.

The contribution and benefit limits are
applied in a way which prevents any in-
dividual from securing higher limits for
himself merely because he is covered by
several retirement plans financed by the
same employer. For purposes of applying
these limits, all defined contribution
plans established by an employer are
combined and treated as one defined
contribution plan, and all defined benefit
plans established by an employer are
combined and treated as one defined
benefit plan.

Also, if an individual is covered by
both a defined contribution plan and a
defined benefit plan established by his
employer, then an overall limit is applied
to coordinate the two limits discussed
above. In this case, the sum of one, the
percentage utilization of the maximum
limit under the defined benefit plan and
two, the percentage utilization of the
maximum limit under the defined con-
tribution plan cannot exceed 140 percent.
For example, if, under the defined bene-
fit plan, the employee is to receive a pen-
sion of $75,000 a year—using up 100 per-
cent of the defined benefits limit—then
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the maximum additions to his defined
contributions plan may not exceed 40
percent of what would otherwise be his
defined contributions limit. Put another
way, this overall limit, if both fypes of
plans are used equally, may be satisfied
by using up 70 percent of the limits ap-
plicable to each type of plan.

The rule described above is not in-
tended to require the aggregation of sec-
tion 403(b) plans which the participant
did not control with qualified plans which
the participant did not confrol. For ex-
ample, a teacher who is covered by a sec-
tion 403(b) plan as well as by a qualified
State or local government plan which
he did not control would not be forced
to aggregate his contributions and bene-
fits under the two plans.

Because of the vital importance of
maintaining the real value of retirement
benefits, the bill instructs the Secretary
or his delegate, through regulations, to
make annual adjustments in the allow-
able limits to take account of increases
in the cost of living. This includes ad-
justments in the $75,000 annual limit to
benefits paid by defined benefit plans,
the $25,000 limit to contributions under
defined contribution plans and, in the
case of a participant who was separated
from service with the firm, the amount
of his average earnings in his highest
compensated 3 consecutive years of serv-
ice.

Your committee has provided adequate
time for adjustment to the new limits
on benefits and contributions under re-
tirement plans. In general, these limits
apply to contributions made or benefits
acerued in years beginning after Decem-
ber 31, 1975. However, to ease the transi-
tion to the new rules, an active partici-
pant in a defined benefit plan on Octo-
ber 2, 1973, will be permitted to receive
an annual benefit, based on his annual
rate of compensation on that date and
the plan provisions in effect on that date,
which exceeds $75,000 a year, provided
the benefit does not exceed 100 percent of
his annual compensation on October 2,
1973. Where this “grandfather” freat-
ment is utilized, the cost-of-living ad-
justments in the limits, described above,
are not available. :

Finally, because the objective of the
limifs on contributions and benefits is to
keep the tax advantages associated with
qualified plans within reasonable bounds
and not to restriet the amount of retire-
ment benefits that may be paid to indi-
viduals under other arrangements, the
bill specifically indicates that nothing in
the provisions relating to such Iimits (or
in the provisions of the bill which re-
late to minimum funding standards) is
to be construed to reguire the disquali-
fication of any plan solely because addi-
tional benefits are provided to the em-
ployee under nonqualified portions of
the plans.

Lump-sum distributions under quali-
fied plans.—Prior to the Tax Reform Act
of 1969, lump-sum distributions made by
qualified pension plans were generally
taxed as long-term capital gains. Such
capital gains treatment, however, had
the disadvantage of allowing employees
to receive substantial amounts of de-
ferred compensation in the form of
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lump-sum pension distributions at more
favorable tax rates than other compen-
sation received currently. The 1969 Tax
Reform Act sought to ameliorate this
problem by providing that any part of
such lump-sum distributions which rep-
resented employer contributions accrued
in plan years beginning after 19690 was
to be taxed as ordinary income rather
than as capital gains. In addition, the
1969 act provided a special T-year aver-
aging procedure for the portion of the
Iump-sum distribution taxed as ordinary
income.

However, while the 1969 provisions
were intended to provide more equitable
treatment for such Iump-sum pension
distributions, they have not achieved
their purpose. The Treasury has had
great difficulty in providing regulations
to carry out this provision. Problems
have arisen both in determining the
amount of the ordinary income element
of a distribution and in determining the
precise amount of tax imposed on ac-
count of the “ordinary income” element.
Moreover, in practice the new proposed
regulations have proved to be very com-
plex and it is frequently maintained that
individuals receiving lump-sum distribu-
tions have been unable to compute their
taxes and that accountants and tax Jaw-
vers have been refusing to attempt the
computations.

Your committee believes that this situ-
ation cannot be permitted to continue.
For this reason, it has provided a new
method of taxing such lump-sum pension
distributions which is relatively simple
and vet at the same time equitable. Un-
der the new provision, that portion of
the distribution representing pre-1974
value receives capital gains treatment.
The balance of the lump-sum distribu-
tion is to be taxed as ordinary income
under a separate tax schedule—the tax
schedule applicable to single people—
generally without reductions, exclusions,
or consideration of the taxpayer's other
income. However, to insure that the tax
paid by lower income individuals on their
lump-sum distributions will' generally
not be more than under present law, a
special minimum distribution allowance
is provided under the separate tax rate
schedule. In addition, averaging relief
is provided for the portion of the lump-
sum distribution which is taxed as ordi-
nary income under the separate tax rate
schedule by providing 10-year averaging
for such income. This in effect provides a
tax payable at the time of the distribu-
tion, but no greater in amount than the
taxpayer could expect to pay were the
income to be spread over his remaining
life expectancy.

The new treatment of lump-sum dis-
tributions from qualified retirement
plans is to apply to distributions made
after December 31, 1973, in taxable years
beginning after that date.

Salary reduction plans: Under pres-
ent law, employee contributions to quali-
field retirement plans are generally made
out of taxed income without any tax
allowance. However, in certain cases, em-
plovees have entered into arrangements

with employers to accept salary reduc-
tions in return for contributions on their

behalf to qualified retirement plans. If
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employer contributions to such plans are
not taxed currently to the covered em-
ployees, this results in tax advantages
for the covered employées as compared
with making their own contributions to
the retirement plan. Until the latter part
of 1972, the Infermal Revenue Service
under administrative rulings recognized
such salary reduction plans, providing
that the amount of the reduction was not
in excess of 6 percent of compensation
and the plan met certain antidiscrimina-
tion requirements.

However, on December 6, 1972, the In-
ternal Revenue Service issued proposed
regulations, providing that amounts con-
tributed by an employer to a retirement
plan in return for a reduction in the em-
ployee’s basic or regular compensation
or in lieu of an increase in such compen-
sation are to be considered to have been
contributed by the employee and conse-
quently be taxable Income to the
employee.

The proposed regulations dealing with
salary reduction plans raise major issues
of tax policy. The basic question is the
extent to which employees should be
allowed to convert what would other-
wise be a nondeductible employee con-
tribution to a retirement plan to tax-
deferred employer contributions on their
behalf. This, in turn, involves issues re-
garding the equitable treatment under
the tax laws of employee contributions
and employer confributions to qualified
retirement plans.

In view of these basic issues, your com-
mittee has concluded that it would be
desirable for the Internal Revenue Serv-
ice to defer action on its' regulations
until the Congress has had further op-
portunity to consider this matter. For
this reason, the bill directs the Secre-
tary of the Treasury to withdraw the
proposed salary reduetion regulations
issued on December 6, 1972. Moreover,
no other salary reduection regulations
may be issued in proposed form before
January 1, 1975, or in final form before
March 16,.1975. The bill further specifies
that until new salary reduction regula-
tions have been issued in final form, the
law with regard to salary reduction plans
is to be administered along the lines of
the administration before January 1,
1972, Any salary reduction regulations
which become final after March 15, 1975,
for purposes of individual income tax, are
not to take effect before January 1, 1975.

Labor unions providing pension bene-
fits.—Your committee considered a pro-
vision recognizing the right of tax-
exempt labor unions fo provide pension
benefits to its members from funds de-
rived from members’ contributions and
the earnings on the contributions, with-
out affecting their tax-exempt status.
However, the committee concluded that
labor unions are permitted to provide
benefits in this manner under present
law and as a result it decided such a pro-
. vision is unnecessary. The Internal Reve-
nue Serviece has recognized this result in
& published ruling which provides “that
payment by a labor organization of
death, sick, accident or similar benefits
to its individual members with funds con-
tributed by its members, if made under
a plan which has as its object the better-

CONGRESSIONAL RECORD — HOUSE

ment of the conditions of the members
does not preclude exemption of the or-
ganization under section 501(c) (5) of
the code.”

REVENUE EFFECT

There are several kinds of revenue ef-
fects which can be expected to arise
from H.R. 12855.

First, three provisions designed to
equalize the tax treatment of pensions
have an impact on tax deductions. These
are the provisions raising the maximum
deductible amount that the self-em-
ployed can set aside annually for their
retirement; making provision for em-
ployee retirement savings deductions for
those not now covered under qualified
retirement plans, Government plans, or
section 403(b) plans; and a provision
which limits the maximum retirement
benefit and the maximum deductible
contribution on behalf of employees.

Tax revenues are also affected by the
modification of the tax treatment of
lump-sum distributions.

Finally, a third category of revenue ef-
fect from the bill ‘arises not because of
any change in tax deductions as such,
but rather because increased amounts
may be set aside by employees for vest-
ing and funding. The bill imposes addi-
tional requirements in the areas of vest-
ing and funding which must be met if the
present favorable treatment for pensions
is to continue to be available. These new
requirements may result in employers
making larger contributions to retire-
ment plans, resulting in larger income
tax deductions.

Provisions designed to equalize tax
treatment of retirement plans: It is esti-
mated that the provision increasing the
maximum annual deductible pension
contribution by self-employed persons on
their own behalf to the greater of $750—
but not in excess of earned income—or
15 percent of earned income—up to
$7,500—will result in an annual revenue
loss of $175 million.

The provision allowing an individual
not covered by a qualified retirement
plan, Government plan, or section 403
(b) plan to deduct annually the lesser of
$1,500 or 20 percent of compensation for
contributions by him or on his behalf
to a tax-exempt retirement account, an-
nuity, or bond plan established by him,
or to certain trusts established by em-
ployers or associations of employers, is
estimated to involve a revenue loss
amounting to $225 million for 1974 and
rising to $355 million for 1977, at 1973
income levels.

On the other hand, a revenue increase
of $10 million a year at 1973 income ley-
els is estimated to result from limiting
the maximum annual benefit under de-
fined benefit plans to the lesser of $75,-
000—where benefits begin at age 55 or
later—or 100 percent of average com-
pensation for the 3 consecutive calendar
years aggregating the highest compensa-
tion and limiting annual contributions
under defined contribution plans to the
lesser of $25,000 or 25 percent of compen-
sation, with a cost-of-living adjustment
to the dollar ceilings in the case of active
participants and fo the resultant amount
under the 100-percent rule in the case of
participants separated from service.

Altogether, when fully effective, these
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three provisions involve an estimated an-
nual net revenue loss of $520 million.

Tax treatment of lump-sum distribu-
tions: The revised tax treatment of lump-
sum distributions from retirement plans,
which provides for taxing that part of
lump-sum distributions which is attrib-
utable to 1974 and later years as ordi-
nary income subject to 10-year aver-
aging, is expected to resulf in the long
run in annual revenue gains amounting
to $60 million a year based on 1973 levels
of income.

Revenue effect of minimum vesting and
funding provisions: The new mini-
mum vesting standards, which general-
ly become effective for plan years begin-
ning after 1975, will also involve an in-
direct loss of revenue, ranging from zero
to an estimated $265 million a year, at
1973 income levels. :

The minimum vesting requirement in-
volves little or no revenue loss to the ex-
tent that the benefit levels of plans are
adjusted to absorb the increased employ=-
er costs resulting from the requirement.
This is because, in that event, the re-
quirement would have no effect on the
deductions taken for contributions to
plans or on the taxable income of cov-
ered employees. If the additional
amounts required to be contributed to
pension plans as a result of the vest-
ing standards are a substitute for cash
wages, rather than a net addition to cash
wages, the annual revenue loss is esti=-
mated at $130 million. This could occur,
for example, if the additional employer
payments into the pension plan are
taken into consideration in setting future
wage increases. In this event, the revenue
loss results from the fact that the cov-
ered employees are permitted to post-
pone payment of tax on the employer
contributions involved, instead of being
required to pay tax currently, as would
be the case had they received an equiva=
lent amount of wages. Some part of this
postponed $130 million of taxes presum=
ably will be recovered in the future in
tax payments on the benefits paid out
by the plan.

* The upper range of the estimate, $265
million, represents the revenue loss if it
is assumed that the additional employer
payments into the pension plans required
by the new vesting standards constitute
an addition to the cash wages that will be
paid in any event. In this case employers
will have large total wage bills, for the
sum of cash wages and wage supplement,
and hence will take larger tax deduc-
tions, giving rise to a $265 million revenue
loss.

It appears that realistically there is
likely to be a combination of the three
effects suggested above.

No revenue estimate is given for the
increased funding requirements under
the bill. Data are not available which
would make a reliable estimate of this
type possible. However, it is believed that
the minimum funding requirements will
have a relatively modest revenue effect.

I yield to our very able and distin-
guished colleague from Michigan, who
has served with such distinetion on the
Committee on Ways and Means. We
learned with a great deal of sorrow the
other day that she will not be with us
another year, but her service has been
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tremendous and outstanding and her im-
pact on this bill has been vital.

Mrs. GRIFFITHS. Mr. Chairman, I
would like to make clear my understand-
ing of this, that is, I would like to recite
my understanding and ask if the gen-
tleman would agree with this.

The effective date provisions of title
IT of the substitute, relating to participa-
tion and vesting will, as I understand
them, be interpreted in a way that in-
sures against disruption of collective
bargaining agreements concluded under
present law. For example, 3-year collec-
tive bargaining agreements were nego-
tiated in the car and truck industry in
1973, and these generally may be reop-
ened in 1976, although major provisions
of the pension plans under the agree-
ments cannot be reopened before 1979.
The committee report on H.R. 12855—
which is the source of title II—at pages
51 and 52 makes it clear that the effec-
tive date provisions in this situation will
leave the pension plan provisions undis-
turbed until 1979 even though relatively
narrow pension issues, illustrated by the
examples in the report, may be reopened
in 19786.

The committee report also clarifies the
situation where the employer has a sec~
ond pension plan, primarily for non-
union employees, which is essentially the
same as the collectively bargained plan.
From the report it is clear that the two
plans will be considered us ou:e for pur=
poses of applying the delayed effective
date provisions of title II of the substi-
tute. Thus, in the car and truck indus-
try example, amendment as to both plans
would first be required in 1979.

Would that be the understanding of
the gentleman from Oregonry

Mr. ULLMAN. Mr. Chairman, that is
my understanding.

Mrs. GRIFFITHS. There is a related
situation that arises because of union
opposition to contributory features in a
collectively bargained plan, and the de-
sire of other employees for the addi-
tional security the plan can provide if
they contribute toward their own retire-
ment benefits. In this situation, the em-
ployer's second plan typically consists
of noncontributory features essentially
the same as are found in the collectively
bargained plan, plus additional features
relating to employee contributions and
to the additional retirement benefits pro-
vided for employvees who contribute. Sev-
eral of the companies having collectively
bargained plans follow different patterns
in the “second plans".

It is my understanding that the rules
of interpretation set forth in the com-
mittee report will require, in this situa-
tion, that the collectively bargained plan
and part of the employer’s second plan
consisting of essentially similar noncon-
tributory features will be considered as
one plan for purposes of applying the
deferred effective date provisions of the
bill, with amendments first required in
1979. On the other hand, I understand
that the remaining portion of the second
plan, consisting of the features relating
to employee confributions and related
beneflts, would not be entitled to the de-
layed effective date provisions, so that
any amendments would be required in
19786.
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Is my understanding in respect of
these matters correct?

Mr. ULLMAN. The gentlewoman's
understanding is entirely correct.

Mrs. GRIFFITHS. It is my further
understanding that this matching of the
collectively bargained plan and the re-
lated part of the second plan will be only
for the limited purpose of determining
the application of the delayed effective
date provisions. For example, this rule
of interpretation will not adversely affect
the employer’s right to continue to treat
both parts of the second plan as a single
plan for qualification purposes under
section 401(a) of the code. Am I correct
in this understanding also?

Mr. ULLMAN. The genflewoman’s
understanding in this regard is entirely
correct.

Mrs. GRIFFITHS. Mr. Chairman, I
thank the gentleman from Oregon very
much.

The CHAIRMAN. The time of the
gentleman from Oregon has expired.

Mr. ULLMAN. Mr. Chairman, I yield
myself 2 additional minutes.

Mr. EARTH. Mr, Chairman, will the
gentleman yield?

Mr. ULLMAN, Mr, Chairman, I yield
to the gentleman from Minnesota (Mr,
KAarTH), 8 member of the committee.

Mr. KARTH. Mr. Chairman, I thank
the gentleman for yielding.

So that some legislative history can be
made on that subject, I ask the follow-
ing question:

Mr. Chairman, the bill provides that
a plan may be retroactively amended
within a limited period of time without
the approval of the Secretary of Labor.
Do you agree that within limits speci-
fied by the bill, a plan may be amended
under this provision to reduce plan liabil-
ities that have accrued in a previous
year and thereby eliminate a funding
deficlency and also avoid the excise
taxes that otherwise would have been due
on the funding deficlency?

Mr. ULLMAN. The gentleman is cor-
rect. Under the bill, if there is an acecu-
mulated funding deficiency with respect
to a plan as of the end of a plan year,
the plan may be amended after the end
of that plan year. Such an amendment
could be effective as of a date within that
year to reduce the benefits acerued under
the plan in that year and thereafter.
This could eliminate a funding defi-
ciency that otherwise would have oec-
curred during that year, and also avold
the excise taxes that otherwise would
have been due. This may be done only
within a limited time period without the
approval of the Secretary of Labor as
specified in the bill. The purpose of al-
lowing this type of ®fmendment is to al-
low plans an opportunity to correct un-
foreseen funding deficiencies without
being subject to a penalty.

There are a number of ways that a
retroactive amendment might be made
without the approval of the Secretary
of Labor to reduce an accumulated fund-
ing deficiency and avoid the excise taxes.
For example, if the benefits accrued
under the plan initially were $5 per
month per wears of service—up to a
maximum of 25 years of service under
a plan using the 3-percent vesting rule—
and it was determined that an accumu-
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lated funding deficiency had occurred at
the end of the plan year but could be
avolded by reducing the $5 benefit to
$4, the plan might be amended to
reduce benefits acecrued—whether or not
vested—during the year in question and
for future years.

Following this example, if the bene-
fits were reduced from $5 to $4 per
month for all years of service, a person
who had 10 years of service at the be-
ginning of the plan year in question
would have accrued $50 per month of
benefits. These $50 of benefits would not
be reduced by the amendment in gques-
tio, but this individual would not accrue
additional benefits under the amend-
ment until after he had 1214 years of
service in the plan, at which time he
would have accrued $50 in benefits un=-
der the new benefit schedule—3$4 times
1215 years.

For single employer plans, such
amendments may be made without ap-
proval of the Secretary of Labor within
the time required to file the employer's
tax return for the year in question. For
multiemployer plans, such an amend-
ment may be made without the approval
of the Secretary of Labor within 2 calen-
dar years after the end of the plan year
for which the amendments are to be ef-
fective. For example, with a multiem-
ployer plan if a funding deficiency would
have occurred for a plan year ending on
December 31, 1980, the plan could be
amended on or before December 31, 1982,
to reduce benefits that otherwise would
have accrued after the beginning of the
;1311;% year that ended on December 31,

Mr. EARTH. Mr. Chairman, I thank
the gentleman very much. If he would
yield for just another moment, may I
proffer the same question to the dis-
tinguished gentleman from Pennsyl-
vania (Mr. GAYpos) ?

Mr. GAYDOS. Mr. Chairman, in re-
sponse to the gentleman from Minne-
sota, the question was thoroughly dis-
cussed with Chairman Denr. He was
momentarily called from the floor, but
authorizes me as a matter of record to
respond to the question by emphatically
agreeing with Mr. UrLman.

Mr. KARTH. Mr. Chairman, I thank
the gentleman for yielding.

Mr. SCHNEEBELI, Mr. Chairman, I
yield myself 7T minutes.

Mr. BROYHILL of Virginia. Mr.
Chairman, will the gentleman yield?

Mr, SCHNEEBELI I yield to the gen-
tleman from Virginia, a valued member
of the committee.

Mr. BROYHILL of Virginia. Mr.
Chairman, I rise in support of HR. 2
and the amendments of the Education
and Labor Committee and the Ways and
Means Committee which will be offered
to it. The joint package which has heen
put together by these two committees
represents an important milestone along
the road to equity in the private pension
system.

I wish to direct my remarks today to
several aspects of this legislation which
relate to the pensions of public employ-
ees—both at the Federal level and at the
State and local level.

The bill before us provides increased
protection to workers in the private sec-
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tor by imposing new standards for par-
ticipation, vesting, and funding of their
pension plans. During consideration of
this legislation, the Committee on Ways
and Means spent a considerable amount
of time on the question of whether these
standards should be applicable to Gov-
ernment plans generally. I continually
made the argument that public employ-
ees should be afforded at least as much
protection and given equal consideration
in our tax laws as those workers in the
private sector.

Under present law, the civil service re-
tirement system and most employee re-
tirement plans of State and local govern-
ments are qualified under the tax law;
that is, the employees covered by those
plans do not have to take into account
currently for income tax purposes the
contributions to those plans made by
their employers. Rather, they can defer
the payment of tax until they receive the
pension benefits during retirement. At
that time, presumably, they will be in
lower tax brackets and, therefore, will be
paying a lower rate of tax. There are also
certain other tax benefits resulting from
the plan being considered qualified.

During discussion of whether to in-
clude Government plans under this bill,
it became apparent that many of the
plans—including the Federal plan—
might be unable to meet the new par-
ticipation, vesting and funding stand-
ards with the result that they would lose
their “qualified” status and the workers
covered by them would be denied the
special tax benefits previously described.
Such a result is, of course, totally un-
acceptable and, therefore, the committee
decided to exempt these Government
plans from the requirements of the bill
thus allowing them to continue to remain
qualified as under present law. However,
in order to determine the desirahbility of
ultimately bringing Government plans
under the new standards, both the Edu-
cation and Labor Committee and the
Ways and Means Committee have been
charged with conducting studies of this
entire question. The committees are to
report to the House on the results of
these studies no later than December 31,
1976. I plan to take an active role in the
study to be conducted by the Ways and
Means Committee.

Another provision in this legislation of
greatb significance is the one establishing
individual retirement accounts for that
half of the work force not presently cov-
ered by any pension plan. This is another
stride toward equity and will make it
possible for millions of workers who
would have no private pension at retire-
ment to provide one for themselves and
their families. Such a device is in the
best tradition of self-help and in contrast
to total reliance on the Government,.

The original IRA proposal submitted
by the administration was broader in
coverage than the one adopted by the
committee and recommended in its re-
port. Simply stated, the administration’s
proposed TRA would have allowed em-
ployees covered by plans with low bene-
fit levels to establish and contribute tax
free to an IRA as a supplement to their
regular pension plan. Since a person with
a poor pension plan needs more security
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than those with better benefits, such an
approach makes sense. The provision
would have made it possible for a large
number of Government workers in the
lower wage brackets to establish IRA’s
and thus help improve their own re-
tirement income situation. Basically,
those Government employees making
less than $10,000 per year would have
been eligible.

Unfortunately, despite every effort the
committee decided to mnot include the
IRA provision for the low benefit plans
due in part to the revenue loss of which
would have occurred if this had been
included. I was distressed that this de-
cision was made but feel that the estab-
lishment of IRA’s in general is impor-
tant. In the future I plan to work for in-
clusion of a provision which will allow
workers under low benefit plans—includ-
ing the Federal, civil servants—to par-
ticipate in IRA.

Finally, Mr, Chairman, I want to brief-
ly discuss the increase in allowable pen-
sion deductions for self-employed per-
sons. Under present law, the annual de-
ductible contribution a self-employed in-
dividual can make to a so-called H.R. 10
plan is the lesser of 10 percent of his
earned income or $2,500. This low limit—
in contrast to no limit on the contribu-
tions corporate employees can make—
has caused serious equity problems in the
pension law field. In many instances,
self-employed persons have established
professional service corporations in or-
der to be able to set aside amounts neces-
sary for an adequate retirement pension.
Such a course should not be necessary.

In an effort to balance the equities be-
tween corporate and self-employed em-
ployees, this legislation would increase
the deductible amounts for H.R. 10 plans
to the lesser of 15 percent of earned in-
come or $7,500 per year. This is an es-
sential increase and should be siipported.

Finally, I would like to mention an-
other item which is not in this bill but
is related to the pension area. I am re-
ferring to the need to liberalize the re-
tirement income credit. The retirement
income credit is intended to equate the
tax treatment of individuals with retire-
ment income but no social security cov-
erage with those who are covered by so-
cial security. It is of particular value to
many Federal employees who are covered
under the Federal civil service retirement
plan but not social security.

The credit provisions have long needed
to be updated and simplified and this
was done in HR. 1 in 1971 by both the
House and Senate but was dropped in
conference. I again raised the issue dur-
ing consideration of the pension legisla-
tion and the committee urged that this
change be delayed until we take up gen-
eral tax reform. I have been patient about
this matter but the time for making nec-
essary adjustments to liberalize the re-
tirement income credit is past and I shall
press with all my energy to see that it
is achieved in our tax reform bill so that
fthose retirees who are supposed to benefit
from the credit will be able to do so.

Mr. Chairman, I believe this pension
legislation is as important to the future
generations as to those presently covered
by pension plans. It may require certain
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changes in the future including those I
have mentioned but it is a solid base
upon which to build. I urge its passage.

Mr. SCHNEEBELI. Mr. Chairman,
the legislation before the House provides
needed reform of the presenf rules gov-
erning private pension programs. Since
1942, significant incentives have been
contained in the income tax law to en-
courage employers fo develop pension
plans benefiting their employees on a
broad and nondiseriminatory basis.

Our private retirement system has
grown rapidly under these rules. In 1940,
it was estimated fhat 4 million employees
were covered by pension programs.
Estimated coverage grew to 9.8 million
in 1950 and then to between 23 and 30
million today. It is expected to grow to
42 million by 1980.

Between 1950 and 1970 contributions
grew from $2.1 billion to $14 billion.
During the same period the number of
beneficiaries grew from 450,000 to 4.7
million, with benefits increasing from
$370 million to $7.4 billion. During the
last 30 years, assets of retirement plans
rose from $12.1 billion to $150 billion, and
it is estimated that they will increase to
$225 billion by 1980. This is an impor-
tant segment of our economy—a huge
potential purchasing power.

This is a commendable record, and we
should continue to encourage private
economic security measures within a
framework that is fair to all of our
citizens. This requires us to focus on
areas of existing law that need improve-
ment. The legislation before the House
does precisely this.

There is a need to increase coverage,
to provide greater vesting of accrued
benefits, and to remedy inadequate
funding.

We also need to improve equity be-
tween corporate employees and the self-
employed as well as provide a mecha-
nism for employees to save for retire-
ment even when their employers decline
to establish a pension program. Adminis-
tration should be improved, fiduciary
standards and disclosure rules strength-
ened, and termination insurance con-
sidered.

The substitute bill before the House to-
day deals fully with all these problems.
In developing legislation there has been
a division of responsibilities on some
items and shared responsibilities on
other items, by the Education and
Labor Committee and the Ways and
Means Committee. The portion of the
substitute reported by the Education and
Labor Committee (H.R. 12906) deals
with the subject of fiduciary standards,
reporting and disclosure, and plan ter-
mination insurance. These matters are
not, therefore, dealt with in the portion
of the substitute reported from the Ways
and Means Committee (H.R. 12855) . The
Ways and Means Committee dealt with
all the matters relating to the taxation
of private pension plans, and the bill
from the Education and Labor Commit-
tee, therefore, contains no provisions in
this regard.

However, in the areas of eligibility and
participation, vesting, and funding, the
two committees shared responsibility,
and the bills reported by both commit-
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tees contain provisions on these sub-
jects which are substantially identical.
A requirement for joint regulation con-
tained in the substitute is designed to in-
sure that there will be uniformity of in-
terpretation of these standards by the
executive branch.

One of the central features of the sub-
stitute before the House is the improved
rules provided for eligibility and partici-
pation, vesting, and funding. The legisla-
tion will generally require that a retire-
ment plan cover individuals after they
attain age 25 or complete 1 year of
service, whichever is later.

Additionally, plans must meet one of
three alternative rules relating to vest-
ing of benefits. In framing these rules
the committee attempted to improve em-
ployee protection while avoiding the im-
position of costs that would discourage
the establishment of new plans and the
broadening of benefits for an existing
plan.

The first alternative gradually in-
creases vesting over a period of years,
resulting in 25 percent vesting at the
end of 5 years, 50 percent vesting at the
end of 10 years, and 100 percent vesting
at the end of 15 years. The second option
is the so-called “Rule of 45,” requiring
that an individual with 5 years of service
have a vested right of 50 percent when
the sum of his age and years of service
equals 45, with the remaining benefits
vesting uniformly over an additional 5-
year period. The third option provides
for 100 percent vesting when an individ-
ual has 10 years of service, The different
options should provide flexibility that
will accommodate individual ecircum-
stances and varying conditions.

The only reguirements relating to
funding under existing law are those pro-
mulgated under the Internal Revenue
Code. They require the funding of cur-
rent liabilities as well as the payment of
interest due on past service costs. While
this keeps the amount of unfunded pen-
sion liabilities from increasing, it does
not require the amortization of existing
unfunded liabilities. The new rules
would require that existing past service
liabilities be amortized over a 40-year
period. Past service labilities created by
plan amendment and the establishment
of new plans will be amortized over a 30-
year period, while existing gains and
losses will be amortized over a 15-year
period. Special rules are provided for
multiemployer plans. Additionally, ex-
tensions would be available under certain
circumstances.

The proposed legislation also provides
greater equity betwen self-employed in-
dividuals and corporate employees. Un-
der existing law there are generally no
limitations on the benefits an employee
can receive from a qualified plan. Pres-
ently a self-employed individual may
only deduct 10 percent of his earned in-
come or $2,500 in a given year, which-
ever is less. This disparity is not only in-
equitable, but has provided a substan-
tial incentive for the incorporating busi-
nesses in order to get the more generous
pension benefits applicable to corporate

employees.
This disparity between thé unin-

corporated and the incorporated self-em=-
ployed persons is in part remedied by in-

CONGRESSIONAL RECORD — HOUSE

creasing the limit of 10 percent of earned
income or $2,500 on deductions for the
self-employed to 15 percent of earned in-
come or $7,500. This increase is also jus-
tified because of substantial inflation
that has occurred dwring the 10 years
since the Self-Employed Individuals Tax
Retirement Act was first enacted.

Additionally, the bill places overall
limitations on the amount of deducti-
ble contributions that may be made in
the case of defined benefit plans and
money purchase plans covering corporate
employees. While providing generous
limits on the amount of retirement in-
come that can be set aside, the bill rec-
ognizes that after a certain point an in-
dividual should save out of pretax dol-
lars. While accomplishing this through
the limitation imposed on these plans,
the bill also narrows the disparity be-
tween benefits provided the self-em-
ployed and corporate employees.

This legislation also contains provi-
sions enabling an employee to establish
his own individual retirement account,
IRA, when his employer has not estab-
lished a qualified plan in which he can
participate. This program, recommended
by the Treasury and pushed vigorously
and effectively in committee by Con-
gressman BroTzmanN will enable an indi-
vidual in these circumstances to deduct
contributions of up to 20 percent of
earned income, as long as this amount is
not in excess of $1,500. The amount con-
tributed can be set aside in a special cus-
todial account. Like qualified retirement
plans, the account will draw interest tax
free during an individual's working years,
and he will not pay taxes on this amount
gntﬂ he begins drawing retirement bene-

ts.

There are other changes in the exist-
ing law and its administration that I will
not discuss in detail. Some of my col-
leagues will do so. However, the bill does
provide for a separate administrative
unit in the Internal Revenue Service to
supervise exempt organizations and pen-
sion plans. Judicial remedies are pro-
vided for plans receiving adverse rulings
from the Internal Revenue Service, and
the Social Security Administration is re-
quired to maintain certain information
on benefits accrued under private pen-
sion plans.

Mr. Chairman, this is an extremely
comprehensive and complex bill that will
have a pervasive effect on private eco-
nomic security measures. It is a needed
bill and despite many difficulties I believe
it has been carefully worked out on the
House side. In view of the magnitude of
the new program, legislative oversight
will be required and changes will un-
doubtedly be in order as we gain expe-
rience. However, the legislation before
the House is a needed step forward and

I urge my colleagues to join me in sup--

porting it.

Mr. Chairman, I yield at this time 7
minutes to the gentleman from Illinois
(Mr. COLLIER).

Mr. COLLIER. Mr. Chairman, the leg-

islation before the House represents the
first comprehensive overhauling of leg-
islation affecting private pensions since
I have been in Congress. There have been
improvements of significance through
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the years, but Congress has not under-
taken the pervasive review of pension
legislation that the measure before the
House today represents.

In the last 30 years, private economic
security measures have grown pro-
foundly. Undoubtedly, the incentives
contained in the tax law for employers to
provide nondiscriminatory plans for
their employees have played a significant
role. It is estimated that as many as 30
million employees were covered by pri-
vate pension plans in 1972, and 42 mil-
lion employees are expected to be cov-
ered by 1980—even without the changes
provided by this bill. In 1970, $14 billion
was contributed to pension plans by em-
ployees and their employers and 4.7 mil-
lion individuals receive $7.5 billion in
payments. The assets of pension plans
now exceed $150 billion and are expected
to reach $225 billion by 1980.

Despite the significant progress we
have experienced, there are areas of the
law that need improving. Coverage
should be expanded, vesting improved,
adequate funding provided, honest, open
and efficient administration assured, and
protection against plan terminations
considered.

The substitute before the House deals
with all of these measures. The portion
of the substitute developed by the Edu-
cation and Labor Committee deals with
fiduciary standards, reporting and dis-
closure, and plan termination. The Ways
and Means Committee portion of the
substitute deals with the taxation of pri-
vate pension plans. Additionally, both
the bill reported by Education and Labor
and the bill reported by Ways and Means
provide common standards relating to
eligibility and participation, vesting, and
funding. The standards are virtually
identical and it is provided that joint
regulations will be issued to insure uni-
formity of interpretation. If not, the bill
is too comprehensive to discuss in its
entirety, and it has been adequately ex-
plained in a general way by speakers who
have preceded me.

However, I would like to express my
support for the legislation as it now
stands and providing it is not emascu-
lated by amendment and particularly for
the central core of the substitute im-
proving coverage, vesting, and funding.
These provisions were carefully worked
out to insure flexibility accommodating
the individual characteristics of different
plans and to balance the disincentives
for wider coverage associated with in-
creased costs against the need to pro-
vide greater protection. I think the bill
in this regard represents a significant
improvement over existing law.

I would like to address myself spe-
cifically to the improvements in the Self-
Employed Individuals Tax Retirement
Act. It has been about 10 years since we
enacted this landmark legislation, and
the present annual limitation on deduct-
ible contributions for self-employed in-
dividuals of 10 percent of earned income
or $2,500, whichever is less, has been se-
verely eroded by inflation.

Additionally, these limitations have
provided incentives for individuals to in-
corporate in order to avail themselves of
the more generous benefits available to
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corporate employees. The form in which
a particular business activity is con-
ducted should not be so direetly depend-
ent upon tax consequences.

The bill reported by the Ways and
Means Committee would increase the
present limitation applicable to the self-
employed to 15 percent of earned income
or $7,500, whichever is less. This sig-
nificant increase will provide greater
equity for seli-employed individuals vis-
a-vis employees in general, and will also
provide substantial incentives for self-
employed individuals to establish quali-
fied plans providing for the economic
security of their employees. The present
rules require immediate vesting in the
case of celf-employed plans and these re-
quirements would be maintained. Thus,
these increases are justified both by his-
torical events, considerations of equity,
and the need to insure broader coverage.

I also feel the provisions of the bill
enabling employees who do not have ac-
cess to qualified employer plans to estab-
lish an individual retirement account,
IRA, on their own behalf should be en-
acted. Under this procedure, an employee
could contribute 20 percent of his earn-
ings up to a maximum contribution of
$1,500 annually. This contribution would
be deductbile and interest on the IRA
would accumulate tax free during the in-
dividual’s working years. The account
would be administered by a bank, life in-
surance, savings and loan, or other ap-
propriately qualified financial institu-
tion. As with employer-administered,

qualified plans, the tax consequences
would inure when an individual begins
receiving benefits upon retirement.

Mr. Chairman, there are other impor-
tant features of this legislation. The bill
provides for improved administration by
establishing an Assistant Commissioner
for Exempt Organizations and Employee
Benefit Plans in the Internal Revenue
Service; the bill provides a new set of
rules for the taxation of lump-sum dis-
tributions from qualified pension plans;
the bill requires the Social Security Ad-
ministration to maintain certain infor-
mation about the benefits an individual
has accrued under private plans, and the
bill makes other changes that are im-
provements over existing law. With the
growth of private economiec security
measures, as well as the tax costs attrib-
utable to these items, Congress must be
more concerned about insuring that they
are meeting the reasonable expectations
of the working public.

I believe this bill takes a major step
in this regard and deserves the support
of the House.

Mr. SCHNEEBELI. Mr. Chairman, I
vield 5 minutes to the gentleman from
New York (Mr. CoNABLE) who served very
valiantly and well on this committee in
the consideration of this legislation.

Mr. CONABLE, Mr. Chairman, I would
like briefly to make a reprise of what we
are trying to do in this legislation, and
some of the difficulties we faced. Of
course, our basic goal is to provide protec-
tion for working people, to prevent the
kind of disappointment that comes after
& long and fruitful life of toil, to find that
one does not have the retirement one ex-
glected when one went to work in the first

ace.
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A second purpose of this bill is to
spread the benefits of a tax preference
which now is of assistance to roughly
only half our work force. This has to be
8 major goal. One of the tests of tax
preference is: Does it benefit a wide num-
ber of people, and does it, therefore, con-
tribute to the benefit of a substantial
enough block of citizens to justify the
loss of revenue that is involved?

We have had some very obvious diffi-
culties in putting together this some-
what disorderly package of legislation.
First of all, quite obviously we have had
jurisdictional problems. It has required
a great deal of patience to come up with
a formula which would present the
Members of this body with comprehen-
sible choices. I think we are going to
have some difficulty in the amending
process, and I hope all of the Members
will be able to give their close attention
to what the choices actually are.

A second problem arises over the diver-
sity of our economic system itself. There
are a great many different kinds of com-
panies with a great many different types
of plans, and we had to be careful in
formulating this legislation that we did
not in fact create serious dislocations fo
an already very diverse voluntary pen-
sion movement.

The third difficulty we had was that
this is a voluntary movement and, there-
fore, there is no real necessity, outside
of the collective bargaining agreements
which are frequent in this area, for an
employer to maintain a plan which has
become too expensive for him. We have
had some difficulty in the Committee on
Ways and Means adjusting to this fact.
‘We are used to legislating with respect to
social security, a mandatory program,
and so, of course, when we increase ben-
efits and taxes, employers have no choice
but to comply with what we haye im-
posed on them in the way of obligations.

They do have some choice with re-
spect to a voluntary pension plan, and
while we had every desire to make it as
splendid a set of protective requirements
as we could, for the working people of
this country, we had to be careful. If we
overdid it, quite obviously we would have
people writing us letters saying: “How
come you helped us so much that now
we have no pension plan at all because
our employer has decided he cannot af-
ford it any longer under the new rules?”

Having described these difficulties, I
should like to look just briefly at what
we did in title IT of this bill. There were
three major improvements we wanted
there. First of all, we wanted to impose
some reasonable limitations on corpo-
rate pensions. In fact, there are some
very substantial sums of money set aside
tax free for the largest corporate pen-
slons. We believe that we have come up
with a reasonable formula—the maxi-
mum defined benefit of $75,000 with
a8 cost-of-llving inecrease—which is
certainly as liberal as anyone would
wish, certainly offering no hardship to

. anyone, yet imposing a limitation where

previously there was none.

The second thing we wanted to do was
to liberalize Keogh plans, and we have
gone, of course, to the $7,500 limit.

It seems to me in the interest of sym-
metry that we should have a cost-of-liv-
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ing factor added to that as well as to the
corporate pension plans, and so at the
appropriate time I will offer an amend-
ment to permit the further liberaliza-
tion of Keogh plans by the adding of this
cost-of-living factor to the maximum
that can be set aside under self-employ-
ment plans of this sort.

The third factor has to do with the in-
dependent retirement account, the IRA.
Our friend, the gentleman from Colo-
rado (Mr. BroTzMAN), can take particu-
lar credit for this provision, a Treasury
recommendation, in his determination
that it be added to the bill before we
completed the work of the Committee
on Ways and Means. I think it is a
necessary addition and that it makes re-
tirement income available to millions
of people who have no voluntary pension
plan, through their employment——

The CHAIRMAN. The %ime of the gen-
tleman has expired.

Mr. SCHNEEBELI. Mr. Chairman, I
yield 2 additional minutes to the gentle-
man from New York.

Mr. CONABLE. 1 thank the gentle-
man for yielding.

This, while it will doubtless not be used
by a large number of people, because it is
a voluntary device, it will be available
for those who do wish to use it. We hope
it will get increasing use by wage earners
of modest income who now have no bene-
fit of this sort at all.

Mr, YOUNG of Illinois. Mr. Chairman,
will the gentleman yield?

Mr. CONABLE. I yield to the gentle-
man from Illinois.

Mr. YOUNG of Illinois. Mr. Chairman,
I noted under the terms of the act we
set forth clearly the vesting provisions.
It is my understanding if a profit sharing
plan or commitment plan meets those
vesting provisions, there will no longer
be the bargaining session that has hith-
erto taken place with IRS when a
particular company seeks to qualify a
plan that meets the requirements. In
other words, if it meets the requirements
set forth in this act, it will be acceptable.

Mr. CONABLE. I see no reason why
there should be the need for bargaining
with IRS after this became law. Al-
though a plan still cannot be discrimi-
nating, the vesting options are clear.

Mr. YOUNG of Illinois. Also, for the
first time in history that I know of in the
Internal Revenue Code, this provides for
a declaratory judgment with respect to
the qualification of the plan in the event
there is disagreement between the Serv-
ice and the proponents of the plan. I
commend the committee for that. I hope
the committee will widely open that door
for other types of arguments with the
IRS

There Is one other thing I want to ask
about. What I want to ask about is with
respect to the individual retirement ac-
counts and the provision that there can
be & trustee other than a bank. I think
that is very desirable, because certainly
8 bank cannot handle and nobody can
afford to pay the bank to act as a trustee
of a $1,600 retirement account, but I
would assume that the language which
says another person if he satisfles the
Secretary as to the proper custodianship
of the assets may qualify as a trustee, I
would think if the trustee will have those
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assets with the bank as an agency ac-
count, that certainly should satisfy the
Secretary; should it not?

Mr. CONABLE. I would judge so. Of
course, there will be regulations under
this act, but the intent certainly is to
fry to remove a great many of the pre-
vailing uncertainties in the absence of
legislation.

Mr. YOUNG of Illinois. If the gentle-
man will yield further, would it not be
proper under this legislation that if a
trustee would put those assets with a
brokerage firm in what they call a safe-
keeping account, that it would be also
a satisfactory custodianship of the
assets?

Mr. CONABLE. I cannot tell the gen-
tleman right offhand on that. If there
were adequate safeguards for the funds
involved in such an arrangement I see
no reason why it could not be done.

Mr. YOUNG of Illinois. I think we
would have to be careful in connection
with this regulation that the regulation
would not in effect make this provision
which is wisely put in the law be nullified
because the cost of such custodianship is
too prohibitive and then there would not
be any validity to the provision.

Mr. CONABLE. As the gentleman is
well aware, there is a need for this type
of legislation and there has been for a
long time. We believe this legislation is
adequately comprehensive so it will take
care of most of the situations he raises.
It is our intent, of course, that we con-
tribute to a government of laws and not
of men by not putting unnecessary reli-
ance on administrative regulations here-
after. While their is some flexibility in
this law, the old ireedom of the IRS to
exercise wide latitude in approval of
plans should be considerably circum-
scribed.

Mr. SCHNEEBELL. I yield to 2 member
of the committee, the gentleman from
Tennessee (Mr. Duncan) such time as he
may consume.

Mr, DUNCAN. Mr. Chairman, I thank
the genfleman from Pennsylvania for
yielding.

I rise in support of this legislation. I
think it is the very best legislation that
the committee could write.

Mr. SCHNEEBELL I yield to a member
of the committee, the gentleman from
Michigan (Mr. CHAMBERLAIN) such time
as he may consume.

Mr. CHAMBERLAIN. Mr. Chairman, I
rise in support of the pension reform
legislation presently under consideration.
It is the product of a laborious effort by
both the Education and Labor Committee
and the Committee on Ways and Means.

This bill will no doubt be a landmark
piece of legislation in the annals of Con-
gress. It extends new and vital protection
fo workers presently under pension and
profit-sharing plans by imposing new
standards for participation, vesting and
funding of those plans. It provides flexi-
bility where needed so that employees
will not face terminations of their plans
if and when economic hardship falls on
their employer. At the same time, how-
ever, it imposes meaningful penalties on
employers who fail to comply with the
requirements of the bill, Thus, for those
employees presently covered by existing
pension plans and for those who, in the
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future, will be under such a plan, this
legisiation is vital and of great meaning.

In addition to assuring the improve-
ment of existing plans, and increasing
the protection to workers under them,
who comprise roughly one-half of the
work force, it also takes a major step
toward equity by permitting those em-
ployees who are covered by no pension
plan to set aside, tax free, up to $1,500
per year of earned income for their re-
tirement. This is accomplished by the
inclusion in the ways and means part of
this bill of a provision allowing for the
establishment of individual retirement
accounts—IRA.

IRA, which was first proposed by the
President in his April 11, 1973, pension
message, will allow about 25 million
“pensionless employees' to participate in
the private pension system should they
s0 desire. Let me emphasize again that
this would permit these employees to set
aside annually, tax free, up to $1,500 per
yvear which would accumulate tax free
until retirement age when the funds
could then be withdrawn and taxed at
the time of withdrawal. The TRA funds
could be invested in a wide choice of
funding media including bank accounts,
savings and loan accounts, bank trusts,
bonds and annuities. While the funds
could be withdrawn at any time prior to
age 5915, a penalty of 10 percent—non-
deductible—would be imposed on
amounts withdrawn prematurely as a de-
terrent to early withdrawals. Since the
IRA is designed as a device for providing
retirement income, this penalty is pro-
vided to help achieve this goal.

Again, TRA represents a major step
toward equity. Let me explain. The rea-
son IRA is needed if we are to be fair is
that 53 percent of the work force pres-

" ently does not participate in the private

pension system. This group includes 64
percent of the working women and 88
percent of the employees making iunder
$5,000 per year. It is simply not fair to
make them pay taxes to help finance
somebody else’s pension without giving
them even the right to set aside a mod-
est sum for their own retirement. This
bill would give them that rjght.

It should be of particular benefit to
part-time workers and women, many of
whom work part time as a supplement
to their husband’s wages Under the bill,
each person—whether or not married—
would be able to deduct up to $1,600 per
year for funds deposited in an individual
retirement account. For example, if an
individual age 30 in 1974 began contrib-
uting $1,500 per year into an IRA, at
age 65, he would have an annual pen-
sion of $4,905. Assuming he was covered
by social security, he would have an in-
come from both of these sources in his
retirement years.

The effect of including the IRA provi-
sion in this legislation is that in the fu-
ture every American worker will have
the chance to participate in some sort of
pension plah. Such a result is not only
fair but necessary if we are to avoid
a totally different type of social security
program which would amount to a kind
of negative income tax or greatly ex-
panded and more costly welfare program
for the aged. That is why IRA is so
important.
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Mr. Chairman, I believe this legislation
is as mandatory as it is important. It
contains features which should greatly
improve our existing pension plan law. I
urge its adoption.

Mr. SCHNEEBELI. Mr. Chairman, I
yield such time as he may consume to the
gentleman from Colorado, a member of
the committee, who has put a lot of effort
into this.

Miss JORDAN. Mr. Chairman, will the
gentleman yield?

Mr. BROTZMAN. I yield to the gentle-
woman from Texas.

Miss JORDAN. Mr. Chairman, the bill
before us today represents the culmina-
tion of nearly 10 years of study and work
to improve workers’ rights in private pen-
sion plans. With the passage of mean-
ingful pension reform Ilegislation this
Congress will be guaranteeing to covered
workers that their pensions are secure
and that their pensions will be available
when promised and due.

Those workers who were once doomed
to disappointment upon reaching retire-
ment age, to learn that their pension
would not be forthcoming, will have ad-
ministrative recourse to seek a redress of
their penison rights before the Federal
Government, With the passage of this
bill it will not be possible for pension
rights to be negotiated away in company
mergers, plant shutdowns, or other un-
anticipated developments. In addition,
the minimum reserve requirements of
this bill will assure workers their pension
fund will not wane with every passing
economic downturn. With the passage of
this bill, promises of economic security at
a future time to offset wage demands in
the immediate future will have to be ful-
filled. No longer will it be possible for the
pension systems of this country, with a
net worth of nearly $160 billion, with tax
subsidies amounting to an additional
$8 billion, to continue to pay benefits to
only half of those contributing to pen-
sion systems. No longer will it be in order
for one-half of those who receive pension
benefits to receive less than $1,000 per
year.

The goals of this legislation are rela-
tively straightforward: to increase par-
ticipation in pension plans, to assure
participants the solvency of the pension
system in which they are a member, and
to guarantee to the greatest extent possi-
ble that benefits are actually paid to re-
cipients through liberalized portability,
vesting, and disclosure requirements.

The procedure under which the House
is considering this legislation demon-
strates the importance of reforming the
rules of the House in order that the
Speaker may jointly refer bills to two or
more committees, either in sequence or
simultaneously, and for the development
of a systematic means of adjudicating
jurisdictional disputes among commit-
tees. The membership of both the Ways
and Means Commiitee and the Educa-
tion and Labor Committee have strived
valiantly to bring to the House floor a
comprehensive bill covering an exceed-
ingly technieal and complicated subject
It is to the credit of these two commit-
tees under the leadership of their dis-
tinguished chairmen that we are able to
debate this bill and respond to the pro-
posal of the other body. But the fact
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remains; what we really have before us
today are two bills, each duplicative of
the other in some respects, and each with
its own scheme of administrative en-
forcement.

The Select Committee on Committees
has submitted to the House Members a
preliminary report which contains rec-
ommendations for the establishment of a
permanent mechanism for resolving ju-
risdictional contests between committees
and a procedure for joint referral of
legislation. I would hope my colleagues,
especially after having heard the debate
today, would not question the need for
provisions in the rules of the House such
as those recommended by the Select
Committee on Committees. On the con-
trary, I would hope my colleagues would
communicate to the committee their
comments on the proposals for joint re-
ferrals and any additional suggestions
they might have, in order that those pro-
posals might be strengthened.

This will not be the last bill we will
have occasion to consider which could
have been improved by such a procedure.
The ability of the House of Representa-
tives to respond to the complicated issue
of pension reform could have been im-
proved if such rules were in effect today.
In addition, should it be necessary for
the Congress to consider technical
changes in the bill we are debating today
or to correct unforeseen inequities, the
Congress may not be able to respond on
a timely basis unless such rules are
adopted in the near future.

Mr. BROTZMAN., Mr. Chairman, first
may I take this opportunity to congratu-
late the chairman of the committee, the
gentleman from Oregon (Mr. ULLMAN) ;
the ranking member of the committee,
the gentleman from Pennsylvania (Mr.
ScaNEEBELI) ; the members of the com-
mittee and the staff, for presenting what
I believe.to be on balance a fine piece of
legislation to the floor of this Chamber.

As has been stated, in view of the fact
that the taxpayers of America invest
roughly $4 billion in private pension
plans, certainly it behooves the Congress
to ascertain if the plans are being ad-
ministered properly in the public
interest.

Mr. Chairman, the pension bill, when
enacted and signed into law, will be
among the most significant legislation to
emerge from Congress in recent years, I
will restrict my remarks to that part of
the bill which has been reported by the
Ways and Means Committee. On bal-
ance, I believe the bill from our com-
mittee is worthy of support.

Federal legislation to encourage the
development of private pension plans and
set parameters for their operation is
hardly a new thing. The three decades
of operation under the current law have
been a remarkable success. Somewhere
between 23 million and 30 million Ameri-
cans now enjoy private pension coverage.
In 1940, only 4 million Americans were
participants, and even by 1950 the fig-
ure had only grown to 9.8 million. With-
out any changes in Federal law it bas
been projected that 40 million people will
be covered by private pension plans by
1980. The dramatic growth in coverage
can be illustrated in other ways. Between
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1950 and 1970, total annual contributions
made to retirement plans by employees
and employers rose from $2.1 billion to
$14 billion. In 1950, 450,000 beneficiaries
received $370 million from retirement
plans. By 1970, 4.7 million beneficiaries
were receiving $7.4 billion in pension
payments.

In large measure, the growth of pri-
vate retirement funds is attributable to
the favorable tax treatment accorded
employer and self-employed contribu-
tions to retirement plans. There pres-
ently is a revenue loss of some $4 billion
by virtue of retirement plans qualifying
under the provisions of the Internal
Revenue Code. That being the case, even
though the plans are voluntary, it is in-
cumbent upon the Congress to assure
that the beneficiaries of this revenue loss
are conducting their affairs in a manner
consistent with the public interest. There
must be assurances that the revenue loss
benefits American taxpayers in g fair
and equitable manner. There must be
assurances that the public purpose be-
hind the tax reduction is being fulfilled.
Stated another way, if an employer is
given a tax incentive to provide pension
benefits for his employees, then the pub-
lic, through its elected Representatives,
must see to it that the benefits are, in
fact, being provided.

Despite all the progress, certain prob-
lems with regard to the current law are
evident. |,

About one-half of all employees in
private employment still are not covered.

There is discrimination against the
self-employed. Under current law, there
is no limit on what corporations can do
for their executives, but self-employed
persons can only deduct 10 percent of

earned income up fo $2,500 for their re-,

tirement plans,

In all too many instances there is ade-
quate vesting. A plan’s vesting provision
determines whether the beneficiary
keeps or loses his accumulated pension
benefits if he leaves the company before
retirement. Once vested, he can leave
and retain the right to an annuity at
retirement age. Some plans permit em-
ployees to draw out vested rights in cash
rather than waiting, Much of the pen-
sion reform effort centers on vesting be-
cause people change jobs from time to
time and can easily end up with no pen-
sion. One-third of existing private pen-
sion plans have no vesting rights, and
when the person leaves his job he loses
his pension rights.

In recent years, there has been mount-
ing evidence that in some cases, the
promised benefits are illusory. At pres-
ent, only one of every three employees
participating in employer-financed plans
has a 50 percent or greater vested right
to his accrued retirement benefits. More-
over, 58 percent of covered employees
between the ages of 50 and 60, and 54
percent of covered employees 60 years
of age and over do not have a qualified
vested right to even 50 percent of their
accrued retirement benefits.

Inadequate funding has been a prob-
lem. The end product of a pension plan
is some sort of annuity that starts pay-
ing a steady income when you retire.
The acquisition of that annuity may be
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funded with the cash value of a life in-
surance company contract bought for
the employee when he joins the plan,
by purchasing small deferred annuities
each year as he builds up pension rights,
by making payments to a trust that in-
vests the money to build the sum needed
for an annuity or by other methods.
Many plans are not accumulating suffi-
cient assets to pay benefits in the future
to covered employees.

Pension benefits can be lost due to
plan terminations. The most celebrated
instance of this was when Studebaker
closed its South Bend, Ind., plant in 1964,
The plant closed and the pension plan
was terminated. In 1972, there were 1,227
plan terminations resulting in the loss of
$49 million by 19,400 pension partici-
pants in 546 of the terminated plans. The
average loss to the individual was $2,500.

Finally, in spite of numerous laws,
abuses continue with respect to the mis-
use of pension funds.

To remedy the problems I have enu-
merated, the Ways and Means Commit-
tee has reported a bill which would make
some substantial changes in our tax laws.
The bill would impose new requirements
on pension funds which qualify for pre-
ferred tax treatment. Let me outline the
major features.

MINIMUM PARTICIPATION STANDARDS

Generally, an employee cannot be ex-
cluded from a plan on account of age or
service if he is at least 25 years old and
has had at least 1 year of service. An
alternative would provide for coverage
after 3 years’ service if immediate vesting
is provided.

MINIMUM VESTING STANDARDS

Three alternative minimum vesting
standards are provided. The first of these
provides for 25-percent vesting at the end
of the fifth year of covered participation.
Thereafter the vesting percentage is in-
creased by 5 percent a year until a level
of 50 percent is reached at the end of the
10th year. Following this, vesting in-
creases at the rate of 10 percent a year
until 100 percent is vested at the end of
the 15th year.

The second form of vesting permitted
is 100-percent vesting at the end of 10
years.

The third form of vesting is the so-
called rule of 45. Under this standard,
there must be 50-percent vesting when
the sum of the age of the individual and
the number of years of participation
equals 45.

These vesting rules are phased in over
a 5-year period beginning, in the case of
existing plans, in 1976.

MINIMUM FUNDING STANDARDS

Normal costs are to be funded cur-
rently. Costs attributable to already-ex-
isting liabilities are fo be amortized over
a 40-year period. Liabilities under plan
amendments and new plans generally are
to be amortized over a 30-year period,
except that in the case of multiemployer
plans the amortization period is to be 40
years with provision for the Secretary
of Labor to extend this for a further pe-
riod of 10 years. Experience gains and
losses are to be amortized over 15 years
generally, but in the case of multiem-
ployer plans over a period of 20 years. In
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this last case, the period can be extended
an additional 10 years by the Secretary
of Labor. Generally, these experience
gains and losses only will be required to
be recomputed every 3 years. The above
standards are based upon accrual
liabilities.

If funding requirements are higher un-
der a second general standard which is
based on accrued “vested” liabilities, this
standard is to apply in lieu of the rules
set forth above. Under this standard, ac-
crued vested liabilities are determined,
as also are the value of the plan’s assets.
To the extent the former exceeds the lat-
ter, one-twentieth of this amount plus in-
terest is to be paid in the current year. A
new determination is made in each of
the succeeding years.

Where any of the requirements set
forth above present hardship under a
plan—and certain standards are met—
the Secretary of the Treasury can permit
variances spreading the current liability
over a 15-year period.

CONTRIBUTIONS ON BEHALF OF SELF-EMPLOYED
INDIVIDUALS

This subtitle provides that the limita-
tion on deductions for self-employed in-
dividuals is to be increased from 10 per-
cent of self-employment income, not to
exceed $2,500 up to 15 percent of self-
employment income, not to exceed $7,500.
A minimum of $750 may be deducted in
these cases without regard to the per-
centage limitation.

INDIVIDUAL RETIREMENT ACCOUNTS

To me, a most important part of the
bill is the section dealing with the estab-
lishment of individual retirement ac-
counts, As you probably know, individual
retirement accounts were not included in
the earlier drafts of the Wa#s and Means
Committee bill. However, thanks to the
fairness of Chairman Urrman, the mat-
ter was reconsidered and I was most
gratified when my amendment was in-
cluded in the final version.

Why was I so insistent? Because, de-
spite the outstanding success of private
pension plans, 53 percent of the Ameri-
can work force is not presently covered,
65 percent of the Nation’s working wom-
en have no pension coverage, and 88 per-
cent of all employees making under
$5,000 per year are not covered. It simply
is not fair to make these people pay taxes
to finance the pensions of those who are
covered without even giving them the
right to set aside some modest sum for
their own retirements. Yet, under cur-
rent tax laws, they must bear their share
of the $4 billion per year that we give up
in taxes to finance the private pension
system, and they have no right to set
aside anything in their own behalf un-
less they set aside fully taxed dollars.
Half of the revenue loss attributable to
private pension plans goes to finance the
refirement of the upper 8 percent of wage
earners. The lower 50 percent of wage
earners receive only 6 percent of the tax
benefits.

To rectify this inequity, the pension
bill, as reported by the committee, now
provides that an employed individual
who is not covered by a pension plan may
set aside tax free, up to $1,500 per year
or 20 percent of his salary, whichever is
lower, in an individual retirement ac-
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count. To guard against abuse, the
money set aside would have to be de-
posited with a responsible third party
such as a bank, savings and loan, credit
union, annuity program, or the like.
Moreover, penalties are included for pre-
mature withdrawal, Each account could
be drawn down beginning at age 591%
and withdrawals would have to com-
mence by age 70%. To guard against
utilizing individual retirement accounts
for the purpose of avoiding estate taxes,
each program must anticipate full with-
drawal within the life expectancy of the
beneficlary. An exception to the pre-
mature withdrawal rule is provided in
the case of death or disability prior to
retirement age.

Originally, I had hoped to have in-
adequately covered workers in other pri-
vate pension plans eligible for partici-
pation in partial individual retirement
accounts. That part of my amendment
would have allowed the $1,5600 annual
deduction reduced by the amount of the
employer's contribution to the individ-
ual's retirement fund. Unfortunately,
a majority of my colleagues on the com-
mittee were unwilling to extend individ-
ual retirement opportunities that far.

Even so, I believe the amendment
which did pass establishes within our
tax laws an important prineiple. Namely,
it should be the policy of the Federal
Government to encourage individuals,
through their employers and through
their own initiative, to provide for their
retirements. I believe it is perfectly
sound to permit people a deferred tax
liability on their income for as long as
the beneficial use of the income is de-
ferred. Why not simply allow individuals
the werewithal to provide for their own
comfort during retirement? I believe the
individual retirement accounts amend-
ment represents major progress toward
the achievement of that goal.

Mr. SCHNEEBELI. Mr. Chairman, I
yield 5 minutes to the gentleman from
Texas (Mr. ARCHER) & very capable Mem-
ber of the Committee.

Mr. ARCHER. Mr. Chairman, we have
labored long, both in the Ways and
Means Committee and in the Committee
on Education and Labor, on this piece of
legislation in an effort to protect against
abuses in the management of pension
funds and to encourage coverage for
more employees by private pension sys-
tems. We have had many problems. This
is not a perfect bill, but it does include
a number of excellent provisions.

Mr. Chairman, I have joined with my
colleagues in attempting to work out
many of the difficulties that came up as
we went through our deliberations. I am
particularly pleased that we have in-
creased the H.R. 10 plan contribution
limits and permit those who use them to
compete, as it were, with corporate plans
that we have adopted, as my colleague
from Colorado (Mr, BroTzMaN) just told
the House, the individual retirement ac-
counts so that one-half of our people
who are not covered today will have an
opportunity to share in this tax deduc-
tion in providing for their retirement
Years.

I have been particularly concerned
about the impact of this legislation on
small businessmen, because most of the
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employees who are not covered today
by a private pension plan work for what
we would call small business. Realizing
this, I asked for an evaluation of this
bill by the National Federation of Inde-
pendent Businessmen.

Mr. Chairman, I would like to insert
their critique at this point in the
RECORD:

NATIONAL FEDERATION OF INDEPENDENT BUSI-
NESS ANALYSIS OF ProPOSED PENSION
LEGISLATION

I. INTRODUCTION

This analysis of proposed pension legisla-
tion was made by the National Federation
of Independent Busihess with the primary
objective of assessing the administrative and
cost impact on small businesses.

The basic data for this analysis was ob-
talned from the Survey of Employee Retire- .
ment Plans which was conducted by the Na-
tional Federation of Independent Business
in October, 1873. Data from the survey and
supporting detalls of estimated costs are in-
cluded in Section VIII,

The Survey of Employee Retirement Plans
was based on a scientific random sample of
all members of the National Federation of
Independent Business. A total of 4,720 mem-
bers in locations throughout the United
States were asked to complete the survey
during October, 1873. This is 13% of all
members and the responses are statistically
representative of the 367,000 members. Eight
hundred and seventy-three responses (18%),
were returned as of December, 1973.

II. MINIMUM PARTICIPATION STANDARDS

Under proposed legislation a plan shall not
require, as a condition of participation, that
an employee complete a period of service ex-
tending beyond the date on which he attains
25 years of age, or the date on which he com-
pletes 1 year of service, whichever is later.

It 1= estimated that these minimum par-
ticipation standards will affect the plans of
607,000 small corporations which now ex-
clude from their plans, based on present
eligibility requirements, an average of 15 emn-
ployees. If 10 of these 15 employees will be
included under the proposad standards, and
the average contribution for each particl-
pant is §8600 a year, the small corporations
will have to increase their contributions by a
total of §5 bililon a year. Alternatively, the
contributions for present participants may
be reduced to partially offset the increased
Under the present regulations, a corpora-
tion may exclude from its plan those em-
ployees covered by a collective bargaining
agreement if it proves to the Internal Rev-
enue Service that the terms of its plan are
not more favorable than those of the col-
lective bargaining unit. The p ex-
clusion from consideration of employees cov=
ered by a collective bargaining agreement
will eliminate this problem.

III. MINIMUM VESTING STANDARDS

Under proposed legislation a plan shall
provide for 100% vesting after 10 years of
service; graded vesting with 259% after b years
and 100% after 15 years; or vesting according
to the “rule of 45".

It is estimated that these minimum vest-
ing standards will affect the plans of 248,000
small corporations which have an average of
38 employees. If 33 of these employees will be
included under the proposed standards, and
the average contribution for each participant
1s $900 a year, the total contributions of these
corporations will be §7.2 billlon a year. This
indicates that, if the reduction in forfeitures,
due to the minimum vesting standards, is
equal to 10% of contributions, the small cor-
porations will have to increase their contri-
butions by a total of §720 million & year. Al-
ternatively, the benefits for present partici-
pants may be reduced.
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IV. MINIMUM FUNDING STANDARDS

The proposed legislation provides for mini-
mum standards for the amortization of un-
funded accrued liabilities for plan benefits.

Based on the assumption that the mini-
mum funding standards affect 25% of the
plans of small corporations and would re-
quire the contributions to these plans to be
increased by 10%, the total cost is estimated
to be $498 million a year. However, many cor-
porations may not be able to afford the addi-
tional contributions and will consequently
have to reduce the benefits of participants.

H.R. 2 (but not H.R. 12481) provides an im-
portant exemption from the minimum fund-
ing standards for plans which provide Indi-
vidual accounts for each participant and
where the benefits payable at retirement are
based solely upon the amount contributed
to the participant's account and any accu-
mulated investment gains or losses.

V. REGISTRATION AND REPORTS

The proposed legislation requires plans to:
file an initial registration statement and re-
port subsequent amendments; furnish par-
ticipants with a plan description and annual
individual statements; obtain plan termina-
tion insurance; bond all fiduciaries; file an-
nual reports, audited by an accountant and
certified by an actuary. HR. 2 (but not HR.
12481) provides exemptions from the annusal
reporting requirement for plans with under
26 participants.

More than one-half of the respondents to
the N.F.IB. Survey indicated that one reason
they had not started a plan was due to the
present cost of establishing, administering,
and reporting to Internal Revenue Service
and Department of Labor.

More than two-thirds of respondents to
the N.F.IB. Survey indicated that only one
report to the federal government should be
required.

The proposed registration and reporting re-
quirements will discourage more employers
from starting a plan and probably result in
many existing plans being terminated. The
filing of annual reports audited by an ac-
countant and certified by an actuary is
likely to cost each plan over 2,000 a year and
be an impossible burden for the plans of
small businesses.

The exemption of plans with less than 100
participants from the proposed requirements,
especially the audit by an accountant and
certification by an actuary, would be very
beneficial to the encouragement of the re-
tirement plans of small businesses.

VI. CONTRIBUTIONS ON BEHALF OF SELF-EM-
PLOYED INDIVIDUALS AND SHAREHOLDER-EM-
PLOYEES
H.R. 12481 (but not H.R. 2) proposes that

the minimum tax-deductible contribution on

behalf of a self-employed individual or share-
holder-employee be increased to 159 of

earned income with a ceiling of 7,500,

The NFIB Survey indicates that:

A. More than one-half of self-employed
respondents, who do not have a retirement
plan, would start a plan if the tax-deduc-
tible limit is increased to 159 of earned
income, with a ceillng of #7,600.

B. More than three-quarters of those who
have a plan would increase their contribu-
tions if the tax-deductible limit is in-
creased.

This indicates that the proposed increase
in the amount of tax-deductible contribu-
tions will result in more employees recelv-
ing larger benefits from retirement plans of
self-employed individuals and Sub Chapter
B corporations.

VII. CONCLUSION

Many small corporations may not be able
to afford the substantial increase in con-
tributions required by the proposed minimum
standards for participation, vesting, and
funding. As & consequence they will be
forced to reduce the benefits of their par=
ticipating employees.

CONGRESSIONAL RECORD —HOUSE

Under the present regulations, a corpora-
tion may exclude from its plan those em-
ployees covered by a collective bargaining
agreement if it proves to the IRS that the
terms of its plan are not more favorable than
those of the collective bargaining unit. The
proposed exclusion from consideration of em-
ployees covered by a collective bargaining

nt will ellminate this problem.

H.R. 12481 does not provide the important
exemption from minimum funding stand-
ards for plans which provide individual ac-
counts for each participant, where the bene-
fits payable at retirement are based solely
upon the amount contributed to the partici-
pant’s account, adjusted by any accumulated
investment gains or losses.

The proposed registration and reporting
requirements will discourage more employ-
ers from starting a plan and probably result
in many existing plans being terminated. The
cost of flling annual reports audited by an
accountant and certified by an actuary will
be an impossible burden for small businesses.
The exemption of plans with less than 100
participants from the proposed require-
ments, especially the audit by an accountant
and certification by an actuary, would be
very beneficial to the encouragement of the
retirement plans of small businesses,

The proposed increase in the amount of
tax-deductible contributions on behalf of a
self-employed individual or shareholder-em-
ployee will result in more employees receiv-
ing larger retirement benefits. However, the
complete elimination of the discrimination
in favor of the large corporations would
encourage small businesses to establish more
plans and reduce the number of employees
who will be dependent upon Social Security
and Welfare programs when they retire,
VIII. SUPPORTING DETAILS OF ESTIMATED COSTS

A, Estimate of number of corporations
with plans:

1. The number of small businesses in the
United States having less than 100 employ-
ees 18 3.4 mlillion based on Department of
Commerce data.

2. Responses to NFIE Survey Question 1
indicate that 44% of small businesses are
corporations.

3. Based on the above, there are 1.5 mil-
lion small corporations in the United States.

4. Responses to NFIB Survey Question 4
indicate that 469 of corporations have retire-
ment plans.

5. Based on the above, there are 680,000
small corporations with retirement plans.
This includes plans which have not applied
to IRS for approval.

B. Estimate of cost of proposed minimum
participation standards:

1. Responses to NFIB Survey Question 38
indicate that corporations with retirement
plans have an average of 38 employees.

2. Responses to NFIB Survey Question 5
indicate that corporations with retirement
plans include an average of 23 employees
in their plans.

8. The above responses Indicate that cor-
porations with retirement plans presently
exclude, on an average, 15 employees due to
participation requirements.

4. Assuming the average wage of participat-
ing employees is $9,000 a year and that the
average contribution to retirement plans is
10%, the average amount of the contribu-
tlon for each participant would be $900 a
year.

5. Based on the above, a change in partic-
ipation standards requiring a corporation to
include one more employee in its retirement
plan would cost the corporation an addi-
tional 8900 a year.

6. If the change in participation standards
requires a corporation to include 10 of the
15 employees presently excluded, the addi-
tional cost would be £9,000 a year.

7. It is estimated In VIII (A) above that
there are 680,000 corporations with retire-
ment plans.

B. Responses to NFIB Survey Question 9
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(a) indicates that 88 per cent of corporations
with retirement plans have a participation
requirement of 1 year or more.

9. Based on the above, 607,000 (88% of
690,000) corporate retirement plans would be
affected by changes in participation require-~
ments.

10. If the changes in participation stand-
ards require a corporation to Include 1 of
the 15 employees presently excluded, the
additional cost would be $546 million & year.
If 10 more employees are required to be in-
cluded, the additional cost would be $5 bil-
lion a year.

C. Estimate of cost of minimum vesting
standards:

1. Refer to paragraphs (1), (2), (3), (4)
and (7) of VIII (B) above.

2. Responses to NFIB Survey Question 9
(b) indicate that corporations with retire-
ment plans provide for 100% vesting as fol-
lows:

Percent
Over 15 years service, no age require-
ments
Over 3 years service and attainment of
age over 40

Other service and age requirements
which presently comply with the
proposed vesting standards

3. Based on the above, 248,000 (36% of
690,000) corporate retirement plans will be
affected by changes in vesting requirements.

4. It the proposed changes in participation
standards require a corporation to include
10 of the 156 employees presently excluded,

, the contribution will be $29,000 a year.

6. If the proposed changes in vesting re-
quirements result in a reduction of forfeit-
ures equal to 10% of contrlbutions, a cor-
poration with 33 participants will have to
increase its contribution by $2,900 a year,
and the total increase in contributions to
the 248,000 corporate retirement plans will be
$720 million a year.

D. Estimate of cost of minimum funding
standards:

1. Refer to paragraphs (1), (2), (3). (4)
and (7) of VIII (B) and paragraph (4) of
VIII (C) above.

2. Based on the assumption that the mini-
mum funding standards affect 26% of the
690,000 plans of small corporations and re-
sult in an increase In contributions of 10%,
a corporation with 33 participants will have
to increase its contribution by $2,900 a year
and the total increase in contributions to
172,000 plans will be $498 million a year,

Mr. Chairman, one of the major rea-
sons stated in this report for the lack of
pension plans by small businessmen is
the cost of administration, and one of
the major problems still remaining in
this bill, in my opinion, is the require-
ment for dual administration by both the
Labor Department and the Department
of the Treasury.

Such dual administration will greatly
add to the cost of the administration for
the small businessman.

I will at an appropriate time offer an
amendment to consolidate the regula-
tions for vesting, funding, and participa-
tion in the Treasury Department in order
to eliminate a great deal of this admin-
istrative cost. I hope I will have the sup-
port ‘of the House in this effort.

Mr. Chairman, another problem which
I hope will be worked out in the bill is
the provision for plan termination in-
surance, which, if adopted in its present
language, could well force out the major-
ity of small business-operated pension
plans. I do not think that is what we
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want. I think we want to encourage a
greater degree of pension coverage in
small businesses, and I hope that we
will be able to cure these two major prob-
lems that I see still left in the bill: The
heavy administrative costs as a result of
dual administration and the provisions
with respect to plan termination insur-
ance.

Mr., SCHNEEBELI, Mr. Chairman, I
yield 5 minutes to the gentleman from
Ilinois (Mr. Youne).

Mr. YOUNG of Ilinois. Mr, Chair-
man, I want to thank the ranking
xtninority member for granting me this

ime.

I also wish to compliment the Com-
mittee on Ways and Means for this very
forward-looking piece of legislation. I
think that in many ways the committee
has made a major contribution to the
employees of this counfry. In certain
minor ways I think the committee may
have detracted from certain employees,
but on the whole the legislation is very
beneficial.

In particular, I think that the provi-
sion in this legislation pertaining to the
H.R. 10 plans, bringing up the benefits
of those plans to permit deductions up
to $7,500 per year and up to 15 percent
of compensation, is a very much needed
piece of legislation.

Mr. Chairman, I think the changes
that the committee has made permitting
persons other than banks to act as
trustees of such plans is also a very de-
sirable piece of legislation, one which
will encourage the further creation of
such types of plans. The provisions per-
mitting deductions up to $1,500 for indi-
vidual retirement accounts is excellent
and provides equity to persons who are
not participants in qualified retirement
plans.

I also think that the committee has
done a very good job of eliminating some
of the restrictions that were put in
original bill HR. 2 as introduced. I know
that employees of Sears, Roebuck and
the employees of several of the banks
in my area, including the First National
Bank of Chicago, were very critical of
some of the provisions in HR. 2. The
proposed limitations would have elimi-
nated some of the benefits provided for
such employees.

I think that the committee’s elimina-
tion of those limitations is excellent.

Mr. Chairman, I would like to state
that I think this legislation deserves the
support of the Members of this House.
I am hopeful that we will make some
changes with respect to the dual ad-
ministration of the act.

I am hopeful that we will select just
one agency to administer this act.

I also believe that certain of the pro-
visions pertaining to termination in-
surance for defined benefit plans should
be eliminated or changed. We need to
amend this section to encourage the con-
tinuation of fixed contribution plans
rather than discourage those plans.

Mr. Chairman, I thank the gentleman
from Pennsylvania (Mr, SCHNEEBELI)
for granting me the time. 5

Mr. ANDERSON of Illinois. Mr. Chair-
man, I rise in support of the substitute
pension reform bill presented to us by
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the House Ways and Means and Educa-
tion and Labor Committees. The growth
of the private pension plan system over
the last 30 years has been dramatic.
‘Whereas, in 1940 only 4 million em-
ployees were covered by such plans, by
1950 this had grown to 10 million, in
1960, 21 million, and today some 30 mil-
lion workers are covered by these retire-
ment plans, Nevertheless, this still rep-
resents only about one-half of the pri-
vate nonfarm work force. And the hear-
ing record on this legislation clearly in-
dicates that there is not only a need for
the expansion of coverage, but for im-
proving the administration of plans and
for protecting the rights of plan partici-
pants.

The two bills which comprise the sub-
stitute under consideration are thus
aimed at these problem areas. The mat-
ters dealt wth exclusively in H.R, 12906
as reported from the Education and La-
bor Committee, that is, title I of the sub-
stitute, include, first, plan reporting and
disclosure requirements which include
filing annual reports with the Secretary
of Labor and providing participants with
periodie descriptions of the plan; second,
fiduciary standards which define the re-
sponsibilities or plan administrators as
well as prohibited activities; and, third,
creation of a Pension Benefit Guarantee
Corp. in the Department of Labor to in-
sure participants and beneficiaries of
covered plans against loss of benefits re-
sulting from partial or complete termi-
nation of their plans.

The matters dealt with exclusively in
H.R. 12855 as reported from the Ways
and Means Committee, or title IT of the
substitute, include, first, limits on pen-
sion plan benefits and contributions for
tax deduction purposes; second, an in-
crease in the allowable deduction for an-
nual contributions by the self-employed
to HR. 10 or “Keogh” plans from 10
percent of income up to $2,500, to 15
percent of income up to $7,500; third,
provision for a tax deduction of the
lesser of 20 percent of income or $1,500
annually for employees not covered by a
plan who wish to establish their own
individual retirement account; and,
fourth, the treatment of lump-sum dis-
tributions as ordinary income for tax
purposes, distributed over a 10-year
period—except for benefits attributable
to service prior to January of 1974 which
would still be taxed as a capital gain.

In addition, both bills or titles of the
substitute contain nearly identical pro-
visions with respect to plan participa-
tion, vesting, and funding, the main dif-
ference being that these provisions
would be administered by the Depart-
ment of Labor under title I and the De-
partment of Treasury under title II.

With respect to participation and cov-
erage, as a rule, plans may not require, as
a condition for participation, service of
more than 1 year or the age of 25,
whichever occurs later. An exception to
this is plans which provide for 100 per-
cent immediate vesting, in which case a
3-year minimum service condition may
be required.

With respect to vesting, plans may
choose one of three vesting schedules:
First, 25 percent vesting after 5 years
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of covered service, increasing by 5 per-
cent annually thereafter for the next 5
years, and 10 percent annually for the
next 5 years, meaning 100 percent vest-
ing would be reached by the 15th year;
second, full vesting after 10 years of
service; or, third, 50 percent vesting
when the service plus the age of the par-
ticipant equals 45, with 10 percent an-
nual vesting over the next 5 years when
100 percent vesting would be achieved.

To absorb the costs of these new vest-
ing standards, a 5-year transition pe-
riod is allowed for all plans in existence
al the beginning of this year, This vest-
ing schedule applies retroactively, and all
of an employees prior service—since the
age of 25—must be taken into account,
even if it includes preparticipation serv-
ice. But this would not apply to service
during which an employee did not make
contributions to a plan or the employer
did not maintain a plan. With respect to
the distribution of vested benefits, plans
are permitted to defer the payment of
benefits to individuals with vested rights
until they reach the normal retirement
age and are separated from the firm.
However, payments must be made not
later than 60 days after the participant
reaches the age of 65, or reaches the 10th
anniversary of participation in the plan,
or terminates service with the employer—
ghjche?er of these three events occurs

ter.

Both titles also require minimum fund-
ing of plans in order to insure that suffi-
clent funds are available to meet the
obligations of the plan when they fall
due. Finally, provision is made for volun-
tary portability of vested benefits from
one plan to another in situations where
the old and new employer plans allow for
such a transfer, and participants are
allowed a tax free roll-over period for
this purpose.

Mr, Chairman, in the time remaining I
wish to express my position on two
amendments which be offered. I in-
tend to support the amendment which
will be offered by my colleague from Illi-
nois (Mr. ERLENBORN) to make the board
of directors of the Pension Benefit Guar-
antee Corp. more representative of labor,
management and public interests, and
second, to provide greater safeguards
against abuse of the termination insur-
ance program.

Finally, I wish to indicate my support
for the increased deduction for contribu-
tions to retirement plans for the self-
employed—the so-called HR. 10 or
Keogh plans. The Rules Committee has
allowed for amendments to this section,
and it is my understanding that attempts
will be made to either reduce or eliminate
the $7,500 limitation. I am unequivocally
opposed to any such amendment. The
whole rationale for the increase from
$2,5600 to $7,500 is to put the self-em-
ployed on a comparable footing with
corporate employees. One of the major
thrusts of this bill is to encourage retire-
ment savings and at the same time
achieve greater tax equity. This bill ac-
complishes the latter by putting a limita-
tlon on deductions for corporate plans
and liberalizing the deductions for the
self-employed plans. At present, the self-
employed are discriminated against in
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comparison with corporate executives
and proprietary employees of corpora-
tions in regard to the tax treatment of
their retirement savings. Because the ex-
isting limitation for the self-employed is
80 unreasonably low, an artificial incen-
tive has been created for the incorpora-
tion of businesses which traditionally
would not or should not be incorporated.
The provision contained in this bill for
allowing a more reasonable and realistic
deduction for the self-employed retire-
ment plan will go a long way in eliminat-
ing this incentive for incorporation by
putting the self-employed on a more
equalfooting with corporate and proprie-
tary employees in terms of retirement
plan tax ineentives. I urge the defeat of
any amendments to alter the provision
now contained in title II.

Mr. ROSTENKOWSKI, Mr. Chairman,
the consideration of this legislation by
the full House of Representatives marks
the culmination of many months of ex-
tensive analysis of pension systems and
their particular needs by both my Com-
mittee on Ways and Means and the Com-
mittee on Education and Labor. In addi-
tion to the members and staff of these
committees, countless hours of work were
devoted to this bill by the staff of the
Education and Labor’s pension task force
and by Dr. Woodworth and his very ca-
pable staff of the Joint Committee on In-
ternal Revenue Taxation. Their techni-
cal expertise immeasurably aided the
committee in their evaluation of the al-
ternative courses of action available to
us during our consideration of this land-
mark legislation.

The resolution of the jurisdictional
disputes inherent in legislation of this
type can be credited to the determina-
tion of both the acting chairman of the
Ways and Means Committee, AL ULLMAN,
and the dedicated head of the pension
task force, my colleague, JoHN DENT.
Their ability to,construet a workable
compromise has resulted in legislation
that will hopefully tighten the tax laws
and strengthen the regulatory standards
applicable to both gqualified and non=-
qualified plans.

During our deliberations in the Ways
and Means Committee, our primary con-
cern was in tightening the existing
standards for qualified plans while at the
same time continuing to encourage
voluntary participation in such plans. As
a result, the committee found it neces-
sary to strike a very delicate balance be-
tween what we felt companies with pen-
‘sion plans should do and what they were
willing to do, since no employer can be
compelled to offer any plan at all.

The committee was challenged with
the task of strengthening existing plans
without creating barriers that would un-
necessarily slow the rapid increase in the
establishment of private pension plans
that this country has witnessed during
the past 30 years.

Since the Internal Revenue Code was
first amended in 1942 to encourage em-
ployers to establish pension plans which
did not discriminate as to coverage or
benefits in favor of a selected few em-
ployees, the number of employees cov-
ered by these plans has increased by over
750 percent. While the tax incentives
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established at that time are undoubtedly
responsible for the incredible growth of
the system, these same incentives have
been the basis of a growing number of
schemes of tax avoidance in recent
years. Studies have shown that in some
corporations, particularly small, closely
held ones with but a few highly paid
employees, the incentives provided for
under subchapter D of the Code were
being utilized primarily to defer taxa-
tion on both corporate profits and em-
ployee salaries in amounts far in excess
of what was needed to fund even the
most generous of pension plans. By doing
sb, employees of these corporations—
who are often the only stockholders, as
well—would be able to defer taxation on
a portion of their share of the corporate
profits until they had retired and thus,
would undoubtedly be in a lower tax
bracket.

Confronted with this problem, the
committee settled on a formula which
would limit the amount of the employer’s
contributions to both defined benefit
plan as well as to profitsharing plans,
without imposing the undue restrictions
on the average employees pension ac-
count that would have resulted from the
Senate version of the legislation. In ad-
dition, it was necessary for the commit-
tee to resolve the problem created where
the employer had established not only a
defined benefit pension plan but a profit-
sharing plan as well. In these cases, the
committee has decided to limit the em-
ployers’ contributions that would qualify
for the tax deferral advantages, to a per-
centage of the maximum allowable under
both plans. In this manner, the commit-
tee has tried to put more realistic limita-
tions on presently deferrable income
without unduly restricting the pension
program of those employees at the lower
end of the pay scale—employees that are
traditionally most adversely affected by
any percentage limitations.

In addition, the Ways and Means
Committee’s title of this bill will -also
substantively reform the Federal taxa-
tion of pension accounts for not only the
self-employed, but for individuals not
covered by any qualified plan or Govern-
ment plan, but these are aspects of the
legislation that have already been de-
scribed at some length by other members
of this committee.

I believe that the committee bill
represents a workable solution to a myr-
iad of complex and emotional problems.
It is legislation that will narrow the pos-
sibility for abuse of the tax laws in this
area, while at the same time provide the
opportunity to save for retirement to
millions who have been unable to ade-
quately do so in the past. I urge my col=
leagues to support both the inclusion
of title IT and final passage of the legis-
lation itself.

Mr. CLANCY. Mr. Chairman, I should
like to comment on two provisions in the
pension reform legislation which I
believe are of particular importance,
namely, the Individual Retirement Ac-
count program and the limitation on
contributions to defined contribution
plans, The need for individual retire-
ment accounts is obvious, because mil-
lions of workers today do not have the
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opportunity to participate in qualified
pension plans. Since they do not have
this option, any earnings they might
derive from pension savings of their own
are subject to tax and cannot be deferred
until retirement, and such earnings also
grow at a much slower rate than earnings
on contributions in qualified plans. The
Individual Retirement Accounts pro-
gram will benefit low- and middle-income
workers formerly without pension plan
protection, and distribute tax benefits
equitably among all workers.

The bill makes available a special
deduction for contributions to an indi-
vidual retirement annuity, or a qualified
retirement bond, the maximum annual
deduction being $1,500 or 20 percent of
compensation, whichever is less. This
tax deduction from gross income is al-
lowed for any taxpayer even though he
or she uses the standard deduction rather
than itemizing. Since an individual re-
tirement account can be established by
an individual for himself, by an employer
for his employees, or by a union for its
members, this program will be available
to a substantial group of employees not
presently participating in a qualified
pension plan.

Many Members may be skeptical as to
whether the individual retirement ac-
counts program will be utilized to a large
extent by the workers presently without
pension plan coverage. It is not a gues-
tion of utilization of the individual re-
tirement accounts program, but rather
its availability to workers who are not
presently covered by qualified pension
plans and who do not receive any tax
benefits on their personal retirement
savings.

The pension bill also includes a pro-
vision which would limit the annual
additions that could be contributed to
any employee’s defined contribution plan
in any given year to 25 percent of com-
pensation, not to exceed $25,000 in that
year. Defined contribution plans include
profit-sharing and stock bonus plans as
well as money purchase and target bene-
fit plans, The annual addition means the
employer’s contribution to the plan, any
forfeitures during the year and the lesser
of one-half of all an employee’s con-
tributions or all of an employee’s con-
tribution over 6 percent of compensation.

The bill includes this limitation on
contributions in order to achleve parity
between corporate qualified pension plans
and H.R. 10 plans, and the limitation
must be met to retain the favorable tax
status accorded any plan. Additionally,
this provision will achieve a measure of
comparability with the limitation in the
bill imposed on benefits paid under
a defined benefit plan. This limita-
tion on contributions may seem re-
strictlve to some. However, it is our
understanding that very few profit-shar-
ing programs have contributions which
approach this limitation.

In that we were dealing with the
future as well as the present, I felt it
necessary to amend this provisior to in-
clude a cost-of-living escalator clause,
and I am pleased that the committee
accepted such an amendment. It is neces-
sary that any pension reform legislation
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enacted help, not hurt, the kind of pen-
sion and profit-sharing programs which
have been so successful.

Mr. NIX. Mr. Chairman, I am pleased
to support H.R. 2, the Employee Benefits
Security Act. I am sure all of us have
heard many stories of workers who have
given years of dedicated service to their
employers, only to find, at retirement age,
that the pension plans they have partici-
pated in are worthless to them. Too often
a worker who thought he would have a
pension to help support him in his old
age is forced to subsist on social security
alone.

This situation can and will be rem-
edied. The legislation now before us will
establish reasonable standards that all
private pension plans must meet. It will
insure that pension plans serve the peo-
ple they are supposed to serve.

Private pension plans, which were
once limited to only a handful of workers,
now cover more than 30 million workers.
Passage of this bill will help assure that
these workers, and the millions more who
will join pension plans in the future, will
have a fair chance at financial security
in their retirement years.

Mr. TIERNAN. Mr. Chairman, tomor-
row we will vote on & major piece of labor
legislation, H.R. 2, the Employee Bene-
fits Security Act. This bill will help to
give to many retired employees the bene-
fits they have worked so hard to obtain.

This legislation must be passed imme-
diately. Last week I received a letter from
& Rhode Island resident outlining a situa-
tion that has become all too familiar. An
elderly citizen had worked for the same
company for more than 32 years. Prior
to his death, he had applied for pension
benefits, but due to a quirk in the rules
governing the administration of the plan,
he received no payments. His surviving
spouse was denied widows’ righis even
though the plan contains a “sixty-pay-
ments certain” clause. Now this elderly
widow is faced with a long, grueling legal
battle in order to obtain a meager pen-
sion.

It is shameful for situations like this
to exist. But this is not an isolated in-
stance. Thousands of our older citizens
have already been deprived of a reason-
able standard of living after retirement
because the expected pension benefits, for
which they had worked many years, were
sharply reduced or had evaporated com-
pletely, because of business failures, relo-
cations, termination of employment after
many years of service, and even just plain
mishandling of pension funds. Congress
now has before it legislation that will
prevent these abuses from occurring in
the future, and we must pass this bill.

This legislation was carefully drafted
to adequately safeguard the pensioners’
rights and at the same time to avoid
undue burdens that would discourage an
employer from establishing new pension
plans.

In the area of vesting, the employer
is given three options. The 10-year serv-
ice rule would provide for an sutomatic
100-percent vesting after 10 years of
covered service, The graded 15-year serv-

ice rule provides for 25-percent vesting
after 6 years of covered service, increas-

JAng to 50 percent by the 10th year, and
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achieving 100-percent vesting by the 15th
yvear. The rule of 45 provides for 50-per-
cent vesting when age plus covered serv-
ice equals 45, thereafter increasing in
10-percent intervals until the employee
is 100-percent vested. The three vesting
plans provide flexibility for the employer
while providing guaranteed vesting for
the employee.

This bill will also correct the problem
of the loss of pension rights due to
bankruptey. Two provisions work hand
in hand to acquire this goal. The em-
ployer is required to make payments to=
ward the principal of the unfunded ac-
crued liabilities of a pension plan. Plans
will also be required to insure any un-
funded vested liabilities. More adequately
funded plans combined with the protec-
tion of insurance will take away the dan-
ger of loss of retirement income if the
employer goes bankrupt.

We must assure individuals who have
spent their careers in useful and socially
productive work an adequate retirement
income. Of those who have worked and
then left jobs with pension plans over
the past 20 years, only about 5 percent
will ever receive any benefits. Today, we
can take a giant step forward in provid-
ing comfort for our deserving older citi-
zens. I urge my fellow colleagues to vote
in favor of this pension bill.

Mr. BUREE of Florida. Mr. Chair-
man, I rise in support of HR. 2, to
revise the Welfare and Pension Plans
Disclosure Act.

As our economy has matured, an ever
increasing number of employers have
recognized their responsibility for the
physical and economic welfare of their
employees. This development parallels
the change from rural agrarian life
styles to the present urbanized wage
earner society.

Private pension systems have had
such dynamic asset growth, that today,
they influence the level of savings, the
operation of our capital markets, and
the relative financial security of mil-
lions of consumers.

The private pension movement in the
United States proceeded slowly until the
years preceding World War II. At that
time the economic changes in the Na-
tion started to be felt, and American
beliefs and attitudes regarding retire-
ment security changed. The turning
point in American thinking and dissatis-
faction with early pension programs
was the passage of the Railroad Retire-
ment Act and the Social Security Act.
The wage freezes during World War II
and the Korean conflict focused in-
creased attention on the deferred com-
ponent of compensation as a means of
avoiding the freeze restrictions.

By 1940, approximately 4 million em-
ployees were covered by private pension
plans; by 1950 the number had grown
to 10 million; by 1960 21 million people
were covered, and the current estimate
is that one half of the private nonfarm
work force, or 30 million employees, are
covered by these plans.

It is obvious that this expanded cov-
erage for U.S. employees means that
pensions have become big business. In
fact, today, amounts in excess of $150
billion in assets are held in reserve to
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pay benefits credited to private plan
participants.

Federal regulation of privafe pension
systems has been minimal. There are
essentially three Federal statutes pres-
ently in existence. These are the Wel-
fare and Pension Disclosure Act, the
Labor Management Relations Act, and
the Internal Revenue Code.

In the absence of Federal standards,
pension participants have had to rely
on the traditional equitable remedies of
the common law of trusts. A few States
have codified existing trust principles
and enacted legislation which requires,
in many instances, a degree of disclosure
similar to that required by Federal
statute. However, the fact that statu-
tory rules exist says little as to their
efficacy in adjusting inequities suffered
by plan participants. Repeatedly in-
stances occur where participants lose
their benefits because of the manner in
which the plan is executed with respect
to its contractual requirements of vest-
ing or funding as distinguished from
instances where participants lose their
benefits because of some violation of
Federal law.

Congress has been reluctant to act
due to the belief that legislation might
impede plan growth. However, as a mat-
ter of equity and fair treatment, an em-
ployee covered by a pension plan should
be entitled, after a reasonable period of
service, to protection of his future re-
tirement benefits against any termina-
tion of his employment.

H.R. 2 and amendments which we will
consider today are designed to remedy
certain defects in the private retirement
system which limit the effectiveness of
the system in providing retirement in-
come security. The primary purpose of
the bill is the protection of individual
pension rights. I wholeheartedly support
legislation which will truly protect an
individual’s pension rights, and I am
hopeful that the House of Representa-
tives will pass such a bill today.

It is regrettable that this type of legis-
lation is being brought to the House in
two separate packages since the com-
bination of the two on the House floor
will inevitably cause parliamentary con-
fusion and obscure the choices to be
made. HR. 2 is designed to: First, es~
tablish equitable standards of plan ad-
ministration; second, mandate minimum
standards of plan administration; third,
require minimum standards of fiscal re-
sponsibility by requiring the amortization
of unfunded liabilities; fourth, insure the
vested portion of unfunded liabilities
against the risk of premature plan termi-
nation; and fifth, promote a renewed ex-
pansion of private retirement plans and
increase the number of participants re-
ceilving private retirement benefits. I
hope the final bill adheres to these aims.
The goals of extending pension plan cov-
erage to more working people, of assuring
different categories of employees equi-
table pension treatment and benefits, and
of protecting covered employees from
loss of benefits because of bankruptey,
merger, or change of jobs, are laudable
and worthy of our best efforts.

Present law places no specific limita-
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tion on the amount of deductible retire-
ment plan contributions for corporate
employees, limits deductible contribu-
tions for self-employed workers to a
maximum of 10 percent of earned in-
come or $2,500 a year, and makes no
provision at all for workers not covered
by any kind of qualified pension plan.

I favor a reasonable limit on the
amount of deductible retirement plan
contributions for corporate employees,
liberalized limitations on “Keogh plans”
so that self-employed individuals can
have pension coverage more comparable
to that accorded corporate employees,
and the establishment of individual re-
tirement accounts by the half of the
work force not otherwise covered by qual-
ified retirement plans for their own fu-
ture retirement income needs.

It is my hope that the House of Rep-
resentatives will be able to fashion, dur-
ing the debate today, a bill which con-
forms to the views I have expressed above
and which I will be able to support and
proclaim to my constituents as a truly
beneficial bill which brings order to the
morass of existing private pension plans,
and equitable treatment to the individual
participant.

Mr. REUSS. Mr. Chairman, I rise in
strong support of the Education and La-
bor pension reform bill, HR. 2 as
amended, and in equally strong opposi-
tion to H.R. 12855, the Ways and Means
Committee pension bill.

In particular, I object to section 2001
of H.R. 12855—the section tripling the
“Keogh plan” tax deduction for self-em-
ployed individuals from the current
$2,500 to $7,500. This section is open to
amendment under the rule, and I intend
to offer an amendment tomorrow to
strike the increase and keep Keogh plan
deductions at their present levels.

I am anxious to see self-employed pro-
fessionals get their just deserts—but no
more. Let me point out the following
facts:

For 10 years, self-employed individ-
uals—mainly doctors, lawyers—have re-
ceived a tax break for their retirement
savings—first, a deduction of $1,250
maximum, then $2,500. In 1968, the
Treasury Department included in their
annual statistics of income a detailed
breakdown of those who used the EKeogh
plan deduction. Over half of the taxpay-
ers using the deduction had adjusted
gross incomes of over $25,000—how far
over the study does not show. This in-
come puts Keogh users in the richest 5
percent of American families—not neces-
sarily, or even probably, Rockefellers, but
certainly in the fortunate upper middle
income brackets.

During these years, more than half of
American workers had neither qualified
pension plans, nor tax-deferred retire-
ment accounts. The 1973 Treasury figures
put the exact figure at 53 percent of all
workers. Included in this majority, ac-
cording to the Treasury, are most low-
paid workers, employees in small busi-
nesses, farmers, and fishermen.

H.R. 12855 deals with these two groups
by giving self-employed professionals a
$7,500 tax deduction and uncovered em-
ployees a $1,500 tax deduction. This dis-
parity is unjustified. .
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Low- and moderate-income families
are in greatest need of help right now.
They are the ones who have suffered
most under inflation and increased pay-
roll taxes. They are the ones who spend
every cent they earn on food, fuel, and
housing, with maybe a small savings ac-
count for their children’s education.
They are the ones who need the greatest
encouragement to save for retirement. If
H.R. 12855 is adopted, they will have some
help—a $1,500 maximum tax deduction.

The relatively wealthy Keogh plan
beneficiaries spend a smaller percent of
income for basic necessities. They invest
in stocks—in happier days—in real
estate, in hobby farms, and other tax
shelters. And they have, under present
law, a $2,500 maximum deduction a year
for money put into a retirement account.

For the time being, the Keogh plan
should be kept where it is, and a $1,500
tax deduction for uncovered employed
workers enacted. Some disparity would
continue to exist—but we would then
have the chance to see how the new pro-
gram is working before making further
changes.

The argument is made that the Keogh
plan deduction must be raised to prevent
self-employed professionals from !ncor-
porating to take advantage of greater
corporate pension benefits, This is cir-
cular reasoning. The way to prevent pro-
fessionals from incorporating is to
remove the incentive to incorporate—
that is, to place a reasonable limit cor-
porate pension benefits, Instead of meet-
ing the issue head on, HR. 12855 side-
steps by opening up the tax code a little
further. The incentive to incorporate
still exists—and taxpayers are $175
million poorer.

While H.R. 12855 ostensibly does
“limit” maximum corporate benefits, it
does so in such a way that few top cor-
porate executives will notice the differ-
ence. An SEC survey of the pension
benefit of the highest paid executives in
private industry showed an average an-
nuity expected after retirement of

$61,000. HR. 12855 imposes an upper .

limit of $75,000—which Treasury esti-
mates could permit an annual tax-free
setaside of about $35,000—hardly a dras-
tic reduction, even for these most highly
paid executives.

In short, HR. 12855 is a haphazard,
poorly coordinated, embarrassingly dis-
criminatory hodge-podge of tax provi-
sions. Section 2001 permits doctors and
lawyers to deduct up to $7,500, section
2002 lets uncovered employees deduct up
to $1,600, and section 2003 lets corpora-
tions take a deduction of up to about
$35,000 for top executives: three different
tax-financed living standards for three
different income groups.

The only explanation of these tax dis-
parities lies in the relative strengths of
the lobbies for corporate executives,
well-to-do professionals, and average
workers. Not surprisingly, they have
made out in about that order.

Mr. Chairman, many of us have had
occasion in the past to protest the per-
sistent use of the closed rule to prevent
the House from legislating effectively on
tax matters. HR. 12855, on which the
Ways and Means Commitiee sought and
nearly got a totally closed rule, is a per-
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fect example of the problems of that ap-
proach. Those of us who are committed
to pension reform are forced to accept
the unacceptable tax provisions of sec-
tions 2002 and 2003—unacceptable mor-
ally, intellectually, and economically.

The rule does permit amendment of
section 2001—the Keogh plan deduction
increase—and I urge all Members to sup-
port an amendment on the floor tomor-
row striking the increase and keeping
Keogh deductions at their present level.
Such action would force the tax-writing
committees to report out legislation that
would give pension tax preferences on a
basis that is fair and equal.

Mrs. SCHROEDER. Mr. Chairman, I
would like to express my enthusiastic
support for the two bills being offered
today as substitutes to H.R. 2; H.R. 12906
and H.R. 12855. Together these bills pro-
vide a series of reforms in private pen-
sion plans to transform what has been
up to now an amalgam of giant lotteries
into a sensible, standardized, supervised
plan of retirement income for older per-
sons in America. \

Private pension plans have assumed
increasing importance in this country
over the past 10 years. Today, some 30
million Americans are covered by pen-
sion plans, including nearly half of all
fulltime nongovernment employees.
Another 14 million persons are covered
by government plans; this represents a
50-percent increase in one decade of
persons covered by these two types of
plans. The median pension paymént for
those retiring has doubled over this same
period of time; and today these plans
have an excess of $150 billion in assets.
Up to now, pension plans have been
characterized by gross deficiencies in
organization and gross inequities in dis-
tribution of benefits, Far too many peo-
ple never draw the pensions toward
which they have contributed their hard
earned dollars, money they had counted
on, and to which they are entitled—not
as a reward but as a matter of right.

The legislation before us would protect
working men and women from being
arbitrarily deprived of these retirement
benefits by establishing minimum stand-
ards for companies offering such plans
and by preserving tax advantages to en-
courage their participation. HR. 12906
would establish tighter reporting and
disclosure requirements to provide each
participant or beneficiary with a written
description of the plan and a summary
of the annual financial report to be sub-
mitted to the Secretary of Labor. Mem-
bers would thus be informed of their
schedule of benefits, eligibility and vest-
ing provisions, claim procedures and
remedies, bases of financing, and any
other plan provisions which affect their
rights as employees. Fiduciaries of the
plans are required to discharge their
duties solely in the interest of the par-
ticipants; they are prohibited from en-
gaging in transactions purely for their
own gain, directed to diversify invest-
ments so as to minimize the risk of loss
to plan members, and to make available
copies of the plan description and an-
nual report to keep the public well in-
formed. s

Under this bill, a company offering a
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pension plan would be required to ex-
tend coverage to every employee who has
reached the age of 25 and completed one
yvear of service; employers may .choose
one of three plans by which to convey
increments; most employees would re-
ceive 100 percent vesting after 15 years
of service. Adequate funding would be
required for current and prior liabilities;
and a Pension Benefit Guaranty Corp.
would be created to provide insurance
against termination in case a company
folded before its employees began to re-
ceive their benefits. Both the Labor De-
partment- and the Internal Revenue
Service are authorized to enforce various
aspects of the legislation; and the bill
has the sanction of both eriminal and
civil penalties to be imposed in the event
of violations.

HR. 12855, title 11 of the substitute
bill, offers identical provisions for par-
ticipation and coverage, vesting, and
funding. In addition, this bill would also
increase the tax deduction for retirement
plans of self-employed persons; limit the
amount companies can set aside as part
of profit sharing and money purchase
pension plans; and allows individuals not
covered by any qualified private or Gov-
ernment pension plans to deduect up to
20 percent of their earned income up to
$1,500 to be set aside in a special cus-
todial account, in a credit union, a bank,
a savings and loan account, or a life in-
surance company, whichever they choose.
It mandates automatic joint and survivor
annuities unless an individual, with full
knowledge of the terms of the annuity,
voluntarily in writing “opts out.” Final-
ly, title 11 would require the Social Secu-
rity Administration to maintain records
of retirement plans in which former em-
ployees who have not yet refired have
vested benefits, and to provide this in-
formation to plan participants and their
beneficiaries on request. This informa-
tion reserve is a major step in the direc-
tion of instituting portability of pension
rights, so that a person will one day be
able to transfer benefits from job to job.

The repercussions of this extensive re-
form will be widespread indeed; retired
persons in this country will have more
money to spend, enabling them to live
more comfortable lives in a more self-
sufficient way, and providing them with
the purchasing power necessary to con-
tribute to the overall stability of the
economy. Accumulated security plans ap-
pear to be gradually leading toward ear-
lier retirements, enabling people to enjoy
the middle and later years of their lives,
exploring new ways in which to experi-
ence their leisure time. In addition,
pension funds are themselves becoming
a source of financial power, as a source
of corporate capital and real estate in-
vestment. Finally, retirement programs
will become an increasingly important
component. of the overall benefits pack-
age used by companies to attract and re-
tain employees. They will provide an in-
centive for both union and nonunion
industries to formulate pension plans
where none presently exist and to im-
prove existing benefits for the worker.

_While HR. 12481 and HR. 12855
address themselves to a number of long
overdue, much needed reforms, they rep-
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resent only a beginning in solving some
of the problems in our private pension
system, especially as that system affects
women, Private pension plans have not
looked kindly on women who work and
then leave their jobs temporarily to give
birth or to raise a family, or women who
work part time. Moreover, women gen-
erally receive less benefits than men
simply because they are still diserim-
inated against in employment and salary
opportunities. We should not hesitate to

. do away with these inequities now.

The present pension bill provides for
vesting at age 25. I would support a pro-
vision to set eligibility at age 25 or after
3 years of service, whichever occurs first.
Many persons in this country begin to
work upon graduation from high school,
at age 18. A number of women who start
to work at 18 leave the workforce for a
couple of years to have children and then
return—=80 percent of all first births in
this country occur before a woman
reaches 25. If vesting is to be truly a non-
forfeitable right, it should not be de-
ferred for any arbitrary reason, particu-
larly when this results in hardship to
both blue collar workers and to working
women,

While the legislation under considera-
tion does mandate survivorship benefits
to be automatic unless they are explicitly
waived, I would support a plan whereby
both the worker and the spouse are re-
quired to waive their rights fo these
benefits. Since it is the spouse who is
directly affecied, he or she should par-
ticipate directly in the process of waiver.

Part-time employment is often a
necessity for many women in this coun-
try, particularly those with family re-
sponsibilities or who are over the age of
65. One third of all working women work
only part time or part of a year; yet,
many private pension plans exclude em-
ployees whose customary employment is
less than 24 hours per week. I would
support a provision which would include
pension credit for part-time work, reduc-
ing the baseline figure to 20 hours per
week and allowing proportional credit
for such employment on a pro-rata basis.

The Labor Department has declared
pensions to be a form of salary; yet we.
know all too well, despite legislation to
the contrary, that there exist gross dis-
crepancies between male and female
earning power in this country. Women
are more apt to be white collar workers
than men, but the jobs they hold usually
pay far less than those of men. The exist-
ence of separate actuarial fables for men
and women in the same jobs are dis-
criminatory against women, for they
include statistics for nonworking women
and compute their figures fo arrive at an
average, not a median, age. The result
has been that women in the same occu-
pation as men are given a life span up
to 10 years longer, a figure which is very
misleading. It is imperative that we con-
tinue to fight to reverse the trend toward
sex discrimination in employment by
making explicit in this legislation the
prohibition of such discrimination in
granting benefits, implementing pro-
grams, and in any way administering the
act. It is also important that we continue
to give meaning to title VII of the 1964
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Clvil Rights Act by encouraging stronger
enforcement of its provisions by the
EEOC.

From board room to boiler room, work=
ing women have been deprived of finan-
cial security in this country. The patterns
of employment for women are rapidly
changing; let us pass legislation which
both reflects these facts and protects
these fundamental rights.

Mr. FRENZEL. Mr. Chairman, the
measure we are considering this after-
noon is one of utmost importance to the
working people in this country. It is also
extremely important to their employers
who contribute funds into their pension
plans. There are few bills which Congress
will consider this year which will have
such a direct effect on the well-being of
both America’s labor force and its man-
agement.

The bill, or rather two bills, which are
before us today are the result of months
of hearings by the House Education and
Labor Committee and Ways and Means
Committee, as well as many years of in-
vestigative hearings, studies, and legisla-
tive false starts. In spite of some of the
obvious drawbacks with this legislation,
and my objections to some of them, I sup-
port the bill with enthusiasm. The rule
under which it is being brought to the
floor is complicated, indicative of the
complexity of the legislation itself, and
the overlapping committee structure
which conceived it. While I recognize the
necessity of such a rule, I hope that we
do not have to repeat it. It is confusing,
unwieldly, and perhaps discriminatory.
Nevertheless, for the purpose of passing
pension reform today, it is essential.

As far as the legislation itself goes, I
support most of it. The stronger mini-
mum standards for vesting, funding, and
participation are good building blocks for
future pension plan stability. Working
people who rely heavily on planned pen-
sion benefits, need that stability. The
provisions increasing the allowable tax
deductions for contributions by self-em-
ployed individuals to their own pension
plans is only fair, and I will oppose
amendments to reduce the allowable de-
duction. The concept of allowing deduc-
tions for pension plan contributions to
individuals who are neither self-em-
ployed nor covered by a regular plan is
also an innovative and worthy proposal
by the Ways and Means Committee,
which deserves much credit for reshap-
ing a terrible Senate bill.

The major objection to this legislation,
however, is the plan termination insur-
ance contained in the education and la-
bor title.

Plan termination insurance does pro-
vide protection for workers benefits
should a plan be ended. But it does not
provide the employer with any incentives
to prevent the plan from terminating,
because the employer knows he can es-
cape the expense. The alternative of
placing the entire cost of a plan termi-
nation on the employer might risk un-
necessary failures of the firms themselves
through such pitfalls as the loss of credit
with the banks.

The proper course lies, I believe, some-
where in between. We cannot force well-
managed pension plans to bail out the
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failure of poorly managed ones, Neither
can we ruin companies, nor stifle the in-
centives to establish plans in the first
place, by dumping it all on the employer.
The idea of plan termination insurance
obviously needs more study. We will have
the basics for better and more finan-
cially sound plans with the vesting,
funding, and participation standards al-
ready contained in the bill. Let us give
them a chance to work while we figure
out a better way to protect against plan
termination. A sizable employer in my
district terminated his business several
years ago causing vast hardships to peo-
ple already on pension, and to those who
had expected and earned pensions.
Termination insurance might have pre-
served those benefits or it might have
provided disincentives so there would be
no plan. Clearly we need a better pro-
posal.

In spite of these objections, however,
I intend to support the final version of
the bill, unless it is substantially altered.
Whatever its drawbacks, it is a signifi-
cant achievement in our efforts toward
providing safeguards for pension plan
participants, whiel retaining incentives
to create more plans. Some experts claim
we will see widespread termination of
smaller plans and even some major ones,
because of the additional costs. But it is
surely wiser to get the basics in place,
rather than let plans fail, and let par-
ticipants suffer, as they have in my dis-
trict recently. On balance, the bill de-
serves support and it will get mine.

Mr. DONOHUE. Mr. Chairman, I ear-
nestly urge and hope that this pending
bill, the Employee Benefit Security Act,
is resoundingly approved by the House
this afternoon.

The basic purpose of this measure is
to remedy the defects in the private re-
tirement system which greatly limit, and
in some instances negate, the effective-
ness of the system in providing retire-
ment income security to millions of
American workers and their families.

Today, some 30 million employees in
private industry or about one-half of all
workers are covered by private pension
plans.

However, and unfortunately, the ex-
perience of the last 10 to 15 years very
clearly reveals that, despite the frequent
attempts to enforce the reporting re-
quirement and the criminal provisions
of existing laws and regulations the fact
is that the individual retirement protec-
tion intended by the Congress has not
yet been achieved.

This pending bill is, therefore, designed
to realistically accomplish the original
congressional intent. In summary, this
proposal will encourage the expansion of
private retirement plans and increase the
number of individuals recelving retire-
ment benefits; insure the vested portion
of unfunded liabilities against the risk of
premature plan ftermination; raise the
standards of fiscal responsibility by re-
quiring the amortization of unfunded
liabilities; set up minimum standards
with respect to an employee's vesting
eligibility; and establish equitable stand-
ards of plan administration.

In other words, Mr. Chairman, the
adoption of this bill will encourage
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greater worker participation and enroll-
ment in private pension plans, require
a much higher degree of fiscal responsi-
bility and accountability by those who
are managing pension funds and practi-
cally guarantee, through the termination
insurance program, that every worker
entitled to a pension will not be deprived
of it if, by any chance, his business fails
or his employer becomes bankrupt.

Mr. Chairman, the adoption of this bill
will represent the extension of but sim-
ple justice to the average American
worker and his family; it will remove,
especially during this most distressing
economic period, the average worker’s
haunting fear of poverty if he has to
change his employment or if he should
lose it after many years of diligent pro-
duction, and it will serve to reestablish
the trust and confidence of millions of
workers that the very, very great major-
ity of business and Government leaders
are truly and fairly concerned about their
personal welfare and family progress.

Mr, Chairman, by any ordinary stand-
ard of judgment, the provisions and ob-
jectives of this measure are obviously in
the national interest and I very earnestly
believe they merit approval by the great
majority of this House.

Mr. ANNUNZIO, Mr. Chairman, we all
know that pension reform is necessary.
The need is well documented and enough
has already been said. Rather, I think
now we should be asking ourselves
whether the legislation we are consider-
ing today will provide the retirement
security that this Nation’s workers have
been led to believe will be theirs on final
passage.

I think this legislation is a giant step
toward reforming the private pension
system, although perhaps I am using the
phrase too broadly. I would venture to
say that a good number of workers will
not notice or experience any significance
change in the operation of their present
pension plan; nor will many others wake
up in the morning and suddenly find
themselves participating in a pension
plan. In all candor, this legislation—
while of course highly significant—pro-
vides reasonable, not optimum standards.
Most pension plans would already meet
the participation, vesting, and funding
standards called for. For instance, about
75 percent of covered workers are al-
ready permitted to start participating in
their employer’s plan by age 25—the age
called for in the bill. Furthermore, al-
though about 23 percent of covered work-
ers are in plans without vesting provi-
sions, something like four out of five
workers in plans already providing some
form of vesting would qualify for full
vesting after 15 years of service.

The legislation before us would, how-
ever, have a noticeable and desirable ef-
fect on a significant minority of plans
which have caused this legislation to be
justified in the first place. What annoys
me most, Mr. Chairman, is that the peo-
ple who squawk the most about pension
reform, are those who administer the
plans which provide the least in the way
of retirement security. It is with respect
to these plans that the legislation is most
welcomed and should have the greatest
impact. The legislation will provide
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equity to thousands of individuals who
spend their careers in useful and socially
productive work, but who are unfortu-
nately. participating in plans which bor-
der on indentured servitude.

Mr. Chairman, the reason I have spon-
sored pension reform legislation myself
stems from the years of experience that
I gained as educational and legislative
representative for the United Steelwork-
ers of America after World War II and
my subsequent position as director of
the Illinois Department of Labor during
Adlal Stevenson’s governorship. I feel
that I know and understand the problems
of retirement security faced by our work-
ing men and women. Furthermore, I
understand the importance of soundly
run and administered pension plans.

I should like to point out to some of
my younger colleagues that the original
surge in the negotiations of pension plans
came as & result of union demands for
old-age security shortly after World War
IT. When I was with the steelworkers in
1947, the National Labor Relations Board
issued the well-known Inland Steel case
ruling which made pensions part of col-
lective bargaining. The NLRE ruling
went all the way to the Supreme Court
in 1949. It took a nationwide strike by the
steelworkers in 1949 to establish pensions
for their members. We have all come a
long way since then, but we can still go a
long way forward from here.

I am glad to see we are finally estab-
lishing reasonable standards for private
pension plans. I am particularly glad to
see that the legislation before us em-
bodies the substance of earlier bills that
I have either sponsored or cosponsored.

But the provision which I am most
happy to see incorporated is the termi-
nation insurance program. As far asI am
concerned, the termination insurance
program will provide the backbone of
confidence that our workers must have
in the private pension system—just as
we have confidence in the safety of our
personal savings in financial institutions
as a result of FDIC and FSLIC. Termi-
nation insurance will eliminate the legit-
imate fears of thousands of our workers
that the pension plan which they so des-
perately depend on will not pay off at
retirement. It will also put an end to the
actual losses which have been experi-
enced by about 20,000 workers a year who
unfortunately find out that their pension
plan is unilaterally terminated without
sufficient assets to pay all benefits due.

I think it is unconscionable that an
employer is presently under no legal obli-
gation to make good on his pension prom-
ise. With the exception of collectively
bargained plans, an employer can alter,
modify, or terminate a pension plan at
any time—and for any reason. Moreover,
he generally reserves the right to sus-
pend, reduce, or discontinue payments to
the plan—whether or not previous pay-
ments have been sufficient to provide all
benefits earned to date. In other words,
Mr. Chairman, if the pension plan is
terminated, the participants and benefi-
ciaries can only look to the accumulated
assets in the pension fund for the satis-
faction of their claims, Simply stated, if
the assets are insufficient, claims cannot
be met in full. Is that any way to run a
retirement program? -
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Just as with vesting, the legislation be-
fore us would insure benefits earned be-
fore as well as after the effective date.
I think this is extremely important in
view of the uncertain economic climate,
coupled with the fact that substantial
numbers of workers have already “log-
ged-in" their working careers and can-
not start over again if their plan is term-
inated.

Mr. Chairman, there are a few other
matters which I would like to briefly
stress to explain why the pension reform
bill we pass must include termination in-
surance. The general Subcommittee on
Labor hearings in Chicago focused on
pension plans that were terminated with
insufficient funds to pay off all pension
benefits. Needless to say, it was most dis-
heartening to hear about the hardships
experienced when a worker loses his pen-
sion. Responsible pension legislation
must therefore include a Federal pro-
gram of plan termination insurance sim-
ilar to other successful Government pro-

- grams which I have already mentioned,
as well as those Government programs
insuring housing mortgages, and pro-
tecting investors against difficulties ex-
perienced by brokerage houses.

Mr, Chairman, I do not feel that fund-
ing standards alone will adequately pro-
tect participants from a loss in benefits.
For instance, the funding schedule called
for in this legislation may not be met for
any one of a number of reasons. Fore-
most among these may be the sheer in-
ability of the employer to meet the fund-
ing schedule because of adverse business
conditions. Furthermore, no funding
standard alone could be expected to pro-
vide complete protection from the day
of adoption or amendment of the plan
since this would require full and imme-
diate funding of all vested benefits. I
should also add that we are being most
generous in allowing present plans a
period of 40 years to fund their past
service liabilities. A lot ean happen in
40 years to the financial well-being of
any corporation, as we all know.

Lastly Mr. Chairman, I believe we have
to reserve judgment on how effective this
legislation will be. While it is of course
landmark labor legislation, its true bene-
fits will not be known for several years
to come. I am glad we have had the fore-
sight to include several studies aimed at
examining the effectiveness of the legis-
lation. One of the chief purposes of the
research studies which are mandated
under the bill is to ascertain the role
that private pensions play in meeting
the economic security needs of the Na-
tion. The operation of private pension
plans will also be studied, including the
degree of reciprocity and portability, and
methods of encouraging the growth of
the private pension system.

But most important, Mr, Chairman,
pension reform legislation will be a real-
ity at last.

Ms, HOLTZMAN, Mr. Chairman, the
bill which is before us today, the Em-
ployee Benefit Security Act of 1974, is an
important and badly needed first step in
the direction of pension reform. For that
reason, I am supporting it. Our hard-
working citizens forego higher salaries
In the expectation of receiving promised
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pensions. They surely deserve a measure
of security in their retirement years
when they are no longer able to earn a
living. Yet, I know I am not alone in tes-
tifying to the number of letters consti-
tuents have sent me, detailing “horror
stories” of unfulfilled pension promises.
Hopefully, the worst of these abuses will
now become a thing of the past.

The bill will afford improved protection
to long-service employees who are cov-
ered by pension plans. The vesting provi-
sions of the bill assure an employee of
full rights to this pension benefits after
10 or 15 years of employment, even if
he leaves his company before retirement.
In addition, the funding requirements
contained in the bill will reduce the pos-
sibility of insufficient funds to pay bene-
fits. And, as a final backup measure, the
bill’s termination insurance program will
safeguard an employee’s pension in the
event that a plan is terminated due to
a shut-down, mismanagement, or other
cause.

We must not, however, leave the pub-
lic with the impression that this bill will
solve all pension problems or fulfill all
pension promises. The pending legisla-
tion is an important step, but it is only
one step—and a first one at that. Signifi-
cant gaps remain. Certain aspects of pen-
sion promises are still a gamble, with the
odds against the working man and
woman. I think it is important to point
out a few of these problems, both to in-
form the public and to begin looking
down the road toward further pension
reform.

First, the bill’s improved vesting re-
quirements, will not protect the large
segment of our mobile work force which
does not remain on the same job for 10
or 15 years. Earlier vesting rights will be
required to protect these workers.

But even earlier vesting rights would
not adequately protect mobile workers.
Their pensions will be much lower than
those received by persons who remain
with the same employer until retire-
ment. A nationwide transfer system is
needed, whereby pension credits could be
transferred to new employers’ plans.
Such a “portability” provision is sorely
lacking in the pending bill and must be
? key ingredient of further penison re-

orm.

The bill does not require that partici-
pants be given access to specific infor-
mation regarding investment transac-
tions with pension funds. How, then, can
they determine if their pension funds ars
being made in their interests?

The bill permits part-time employees
to be excluded from pension coverage.
This is particularly hard on women who
must work part time and on our hard-
pressed middle class who often work at
part-time jobs in order to make ends
meet.

Under the bill, an employee who takes
a leave of absence or is laid off for less
than 1 year may lose all accrued pension
rights. This provision particularly af-
fects workers who are periodically laid
off as well as those women' who must
take time off for childbirth, but who
caﬂnnotaﬂordt.otakemorethnnayw
O1I.

Especially disturbing are the bill’s

.
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provisions regarding survivors’ benefits.
Even though her husband’s pension plan
provides for survivors’ benfits, a widow
will receive those benefits only if she
has been married to the participant for
5 years and if he dies after he reaches
retirement age—regardless of how early
his benefits were fully vested. Older
widows comprise the poorest segmens of
our population—6 out of 10 have incomes
below the poverty level. The bill does
very little to correct the present, sad
state of the law regarding widows’
benefits.

The thousands of workers presently
threatened with unemployment due to
the energy crisis will derive very little
comfort from this bill. Its vesting and in-
surance provisions will not become ef-
fective for between 2 and 3 years. Until
these provisions become a realily, we
will have to find ways of providing these
workers with a measure of security. .

These gaps in the legislation are al-
most impossible to detect behind the
complex and technical language of the
bill, and we cannot expect the public to
be aware of them. The bill's disclosure
provisions might have remedied this
problem. But, in fact, the bill does not
even require a plan manager to inform
participants of gaps in coverage or how
they might lose benefits. I think this
kind of disclosure is important, and the
bill’s failure to require it is a significant
omission.

Finally, it should be emphasized that
three-fifths of the work force is not cov-
ered by any pension plan and will derive
no benefits from today’s legislation. Yet,
these workers must bear the tax burden
created by tax-deductible pension plans
whose benefits are received by others.
Future pension reform legislation must
surely address itself to this problem.

Mr. SCHNEEBELI. Mr. Chairman, I
have no further requests for time.

Mr. ULLMAN, Mr. Chairman, I have
no further requests for time, and I yield
back the balance of my time.

Mr. SCHNEEBELI. Mr. Chairman, I
yvield back the balance of my time.

The CHAIRMAN. The time of the
Committee on Ways and Means has
expired.

Under the rule, it shall be in order to
consider, in lieu of the committee amend-
ment now printed in the bill HR. 2, as
one amendment in the nature of a sub-
stitute for the bill HR. 2 the text of
the bill H.R. 12906 as title I of said sub-
stitute and the text of the bill HR.
12855 as title IT of sald substitute. Said
substitute shall be read as an original
bill for the purpose of amendment under
the 5-minute rule by parts instead of by
sections, and title II of sald substitute
shall be considered as having been read
for amendment.

The Clerk will now read by parts the
text of the bill H.R. 12906 as title I.

The Clerk read as follows:

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

SHORT TITLE AND TABLE OF CONTENTS

SectroN 1. This Act may be cited as the
“Employee Benefit Security Act of 1874,

TABLE OF CONTENTS
Sec. 1. Bhort title and table of contents.




4320
TITLE I—REGULATION OF EMPLOYEE
BENEFIT PLANS

Subtitle A—Policy Definitions
Sec. 2. Findings and declaration of policy.
Bec. 3. Definitions.
Subtitle B—Regulatory Provisions

PART 1—FIDUCIARY RESPONSIBILITY AND
DiSCLOSURE
Bec. 101. Coverage.
Sec. 102, Duty of disclosure and reporting.
Sec. 103. Description of the plan.
Bec. 104. Annual reports.
Sec. 105. Publication.
Sec. 106. Reporting of participant’s benefit
rights.
Sec. 107. Reports made public Information.
Sec, 108. Retention of records.
Sec. 109. Reliance on administrative inter-
pretations.
Sec. 110. Bonding,
Sec. 111. Plduciary responsibility.
Sec. 112. Plan termination.
Sec, 113, Prohibition against certain persons
= holding office.
Bec. 114, Advisory council.
Sec. 115. Repeal and effective date.
PaART 2—VESTING

Bec. 201. Coverage. .

Sec. 202. Eligibility requirements.

Sec. 203. Nonforfeitable benefits.

Bec, 204. Distribution of benefits,

Sec. 205. Accrued benefit requirements.

Bec. 208. Definititon of year of service.

Bec. 207. Effective date.

ParT 3—PUNDING

Bec. 301. Coverage.

Bec. 302. Punding account.

Sec. 303. Enforcement of funding standards.

Sec. 804, Special distribution and merger
requirements.

Bec. 305. Effective date.

PART 4—PLAN TERMINATION INSURANCE

Bec. 401, Establishment of Penslon Insurance
Corporation. -

Sec. 402. Purposes and powers of the Corpo-
ration,

Bec. 403. Conditions of insurance.

Sec. 404. Plan termination insurance fund.

Sec. 405. Premium schedules.

Bec, 406. Revised premium schedule proce-

dure. :

.407. Cooperation and assistance of gov-

ernment agencies.

. 408, Reports.

. 409. Coverage.

. 410. Reportable events.

.411. Termination of plan.

. 412, Management functions.

. 413, Functions of Secretary.

. 414, Employer Hability.

. 415. Allocation of assets,

.416. Effective date.

PART 5—GENERAL PROVISIONS

Sec. 501. Alternative methods of compliance.

Bec. 502. Studles.

Sec. 503. Enforcement.

Sec. 504. Annual report of Secretary.

Bec. 5056. Rules and regulations.

Bec. 506. Other agencles and departments.

Bec. 507. Administration.

Bec. 608. Appropriations.

Bec. 500, Separability provisions.

Bec. 510. Interference with rights protected

under Act.

Bec. 511. Coercive interference.

Bec. 512. Registration of plans,

8ec. 513. Enforcement of registration.

Bec. 514. Effect on other laws.

TITLE II-AMENDMENTS TO THE INTER-
NAL REVENUE CODE RELATING TO RE-
TIREMENT PLANS

Sec. 1001. Amendment of Internal Revenue

Code of 1954.
Subtitle A—Participation, Vesting, Punding,
Administration, Ete.

CONGRESSIONAL RECORD —HOUSE

PART I—PARTICIPATION, VESTING, AND FUNDING

Sec. 1011. Minimum participation standards.

Sec. 1012, Minimum vesting standards.

Sec. 1013. Minimum funding standards.

Sec. 1014, Collectively bargained plans.

Sec. 1015. Definitions and special rules.

Sec. 1016, Conforming and clerical amend-
ments.

Bec. 1017. Effective dates.

PART II—CERTAIN OTHER PROVISIONS RELAT-
ING TO QUALIFIED RETIREMENT PLANS

Bec. 1021, Additional plan requirements.

Bec. 1022. Miscellaneous provisions,

Bec. 1023. Study of governmental plans,

Bec. 1024, Protection for employees under
Federal procurement, construc-
tlon, or ressarch contracts or
grants.

Bec. 1025. Retroactive changes in plan.

Bec. 1028, Effective dates.

Part III—REGISTRATION AND INFORMATION

Sec. 10381, Registration and information.

Sec. 1032. Dutles of Secretary of Health, Ed-

ucation, and Welfare,

Sec. 1033. Enrollment of and reports by ac-

tuaries,

Sec. 1034, Effective dates.

PART IV—DECLARATORY JUDGMENTS RELATING
To QUALIFICATION OF CERTAIN RETIREMENT
PraNs

Sec. 1041, Tax Court procedure.

PaRT V—INTERNAL REVENUE SERVICE

Bec. 1051. Establishment of office.

Sec. 1052. Authorization of appropriations.

Subtitle B—Other Amendments to the In-
ternal Revenue Code Relating to Retire-
ment Plans

Sec. 2001. Contributions on behalf of self-
employed individuals and share-
holder-employees.

Sec. 2002, Deduction for retirement savings.

Bec. 2003, Limitations on benefits and con-
tributions.

Sec. 2004, Taxation of certaln lump-sum dis-
tributions.

Sec. 2005. Salary reduction regulations.

Bec. 2006. Rules for certain negotiated plans,

TITLE I—REGULATION OF EMPLOYEE
BENEFIT PLANS
Subtitle A—Policy; Definitions
FINDINGS AND DECLARATION OF POLICY

Sec. 2. (a) The-Congress finds that the
growth in size, scope, and numbers of em-
ployee benefit plans in recent years has been
rapid and substantial; that the operational
scope and economic impact of such plans
is Increasingly interstate; that the con-
tinued well-being and security of millions
of employees and their dependents are di-
rectly affected by these plans; that they are
affected with a national public interest; that
they have become an important factor affect-
ing the stability of employment and the suc-
cessful development of industrial relations;
that they have become an important factor
in commerce because of the interstate char-
acter of thelr activities, and of the activities
of their participants, and the employers, em-
ployee organizations, and other entities by
which they are established or malntained:
that a large volume of the activities carried
on by such plans are affected by means of
the mails and instrumentalities of interstate
commerce; that owing to the lack of em-
ployee Information and adequate safeguards
concerning thelr operation, it 1s desirable
in the interests of employees and their bene-
ficlaries, and to provide for the general wel-
fare and the free flow of commerce, that
disclosure be made and safeguards be pro-
vided with respect to the establishment,
operation, and administration of such plans;
that they substantially affect the revenues
of the Unlted States because they are afforded
preferential Federal tax treatment; that de-
spite the enormous growth in such plans
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many employees with long years of employ-
ment are losing anticipated retirement ben-
efits owing to the lack of vesting provisions
in such plans; that owing to the inadequacy
of current minimum standards, the sound-
ness and stabllity of plans with respect to
adequate funds to pay promised benefits
may be endangered; that owing to the in-
voluntary termination of plans before requi-
site funds have been accumulated employees
and their dependents have been deprived
of anticipated benefits; and that it is there-
site funds have been accumulated, employees
and their beneficlaries, for the protection
of the revenue of the United States, and to
provide for the free fiow of commerce, that
minimum standards be provided assuring the
equitable character of such plans and the#r
financial soundness.

(b) It is hereby declared to be the policy
of this title to protect interstate commerce
and the Interests of participants in employee
benefit plans and their beneficiaries, by re-
quiring the disclosure and reporting to par-
ticipants and beneficlaries of financial and
other information with respect thereto, by
establishing standards of fiduclary conduet,
responsibility, and obligation upon all per-
sons who exercise any powers of control, *
management, or disposition with respect to
employee benefit funds or have authority or
responsibllity to do so, or have authority or
responsibility in the administration of em-
ployee benefit plans, and by providing for
appropriate remedies, sanctions, and ready
access to the Federal courts,

(e) It i1s hereby further declared to be
the poliey of this title to protect Interstate
commerce, the Federal taxing power, and the
interests of participants in private pension
plans and their beneficiaries by improving
the equitable character and the soundness
of such plans by requiring them to vest the
accrued benefits of employees with signi-
ficant perlods of service, to meet minimum
standards of funding, and by requiring plan
termination insurance.

DEFINITIONS

Sec. 3. For purposes of this title:

(1) The term “employee welfare benefit
plan” means any plan, fund, or program
which is communicated or its benefits de-
scribed In writing to the employees, and
which was heretofore or is hereafter estab-
lished or maintained by an employer or by
an employee organization, or by both, for
the purpose of (A) providing for its partic-
ipants or their beneficlaries, through the pur-
chase of Insurance or otherwise, medical,
surgical, or hospital care or benefits, or bene-
fits in the event of sickness, accident, dis-
abllity, death or unemployment, or vacation
benefits, apprenticeship or other training
programs, or day care centers, scholarship
funds, or prepaid legal services, or (B) In
the case of a fund subject to the restrictions
of section 802(¢) of the Labor Management
Relations Act, 1947, providing any other
benefit which may be permitted by section
302(c) (5), 302(c)(8), or 302(c) (7) of that
Act.

(2) The term “employee pension benefit
plan" or “pension plan" means any plan,
fund, or program which s communicated
or its benefits describeqd in writing to the
employees, and which was heretofore or is
hereafter established or maintalned by an
employer or by an employee organization,
or by both, if by its express terms or as a re-
sult of surrounding circumstances such plan,
fund, or program results in a deferral of
income by participants for perlods, extend-
ing to the termination of participation or
beyond, regardless of the method of calculat-
ing the contributions made to the plan, the
method of calculating the benefits under the
plan or the method of distributing benefits
from the plan.

(3) The term “employee benefit plan" or
“plan” means an employee welfare benefit
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plan or an employee pension benefit plan or
& plan providing both welfare and pension
benefits.

(4) The term “employee organization™
means any labor union or any organization
of any kind, or any agency or employee
representation committee, association, group,
or plan, in which employees participate and
which exists for the purpose in whole or in
part, of dealing with employers concerning
an employee benefif plan, or other matters
ineidental to employment relationships; or
any employees' beneficiary assoclation or-
ganized for the purpose, in whole or in part,
of establishing such a plan.

(6) The term “employer"” means any per-
son acting directly as an employer or in-
directly in the interest of an employer in re-
lation to an employee benefit plan, and in-
eludes a group or assoclation of employers
acting for an employer in such capacity.

(6) The term “employee” means any in-
dividual employed by an employer.

(7) The term “participant” means any em-
ployee or former employee of an employer or
any member or former member of an em-
ployée organization who is or may become
eligible to recelve a benefit of any type from
an employee benefit plan which covers em-
ployees of such employer or members of such
organization, or whose beneficlaries may be
eligible to recelve any such benefit,

(8) The term “beneficiary’” means a person
designated by a participant or by the terms
of ar employee benefit plan who Is or may be-
come entitled to a benefit thereunder.

(9) The term *“person” means an indi-
vidual, partnership, corporation, mutual
company, joint-stock company, trust, unin-
corporated organization, assoclation, or em-
ployee organization.

(10) The term “State” Includes any State
of the United States, the Distriet of Colum-
bia, Puerto Rico, the Virgin Islands, Ameri-
can Samoa, Guam, Wake Island, and the
Canal Zone. The term “United States" when
used in the geographlc sense means the
States and the Outer Continental Shelf lands
defined in the Outer Continental Shelf Lands
Act (43 U.8.C. 1331-1343).

(11) The term “commerce” means trade,
traffic, commerce, transportation, or com-
munication between any State and any place
outside thereof,

(12) The term “Industry or activity affect-
ing commerce” means any actlvity, business,
or industry in commerce or in which a labor
dispute would hinder or obstruct commerce
or the free flow of commerce and includes
any activity or industry “affecting com-
merce'” within the meaning of the Labor
Management Relations Act, 1947, or the Rall-
way Labor Act.

(13) The term “Secretary” means the Sec-
retary of Labor.

(14) The term “party in interest” means
any administrator, officer, iducliary, trustee,
custodian, counsel, or employee of any em-
ployee benefit plan, or & person providing
benefit plan services to any such plan, or an
employer any of whose employees are covered
by such a plan or any.person conftrolling,
controlled by, or under common control with,
such employer or officer or employee or agent
of such employer or such person, or an em-=-
ployee organization having members covered
by such plan, or an officer or employee or
agent of such an employee organization hav-
ing members covered by such plan, or a rela-
tive or partner of, or joint venturer with,
any of the above described persons.

(15) The term “relative” means a spouse,
ancestor, child, grandchild, brother, sister,
son-in-law, daughter-in-law, father-in-law,
mother-in-law, brother-in-law, or sister-in-
law.

(16) Except as used In section 111, the
term “administrator” means—

(A) the person specifically so designated
by the terms of the plan, collective-bargain-
ing agreement, trust agreement, contract, or
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other Instrument, under which the plan is
operated; or

(B) in the absence of such designation,
(1) the employer in the case of an employee
benefit plan established or maintained by &
single employer, (ii) the employee organiza~-
flon in the case of a plan established or
maintalned by an employee organization,
(ii1) the associatlion, committee, joint board
of trustees, or other similar group of repre-
sentatives of the parties who established or
maintain the plan, in the case of a plan es-
tablished or maintained by two or more em-
ployers or jointly by one or more employers
and one or more employee organizations, or
(lv) in any case to which clause (i), (ii), or
(111) does not apply, such other person as the
Secretary may prescribe.

For purposes of section 111, the term “ad-
ministrator” means a person described In
subparagraph (A) or (B) (1), (ii), or (ill),
or any person who under the terms of the
plan has been expressly given the authority
to amend the terms of the plan or the au-
thority to compel actlon under the terms of
the plan on the part of any person named
in subparagraph (A) or (B) (1), (i1), or (il1).

(17) The term “separate account” means
an account established or maintained by an
insurance company under which income,
gains, and losses, whether or not realized,
from assets allocated to such account, are,
in accordance with the applicable contract,
credited to or charged agalnst such account
without regard to other income, gains, or
losses of the insurance company.

(18) The term “adequate consideration”
when used in section 111 means (A) in the
case of a security for which there is a gen-
erally recognized market, either (1) the price
of the security prevailing on a national se-
curities exchange which is registered under
section 6 of the Securities Exchange Act of
1934, or (i1) if the securlty is not traded on
such a natlonal securities exchange, a price
not less favorable to the plan than the offer-
ing price for the security as established by
the current bid and asked prices quoted by
persons independent of the issuer and of any
party in interest; and (B) In the case of an
asset other than a security for which there
i1s a generally recognized market, the fair
market value of the asset as determined, in
good faith by the trustee or administrator
pursuant to the terms of the plan.

(19) The term “nonforfeitable” when used
with respect to a pension benefit or right
means & claim obtained by a participant or
his beneficlary to that part of an immediate
or deferred pension benefit, which arises
from the participant’s service, which is un-
conditional, and which is legally enforceable
against the plan under State or Federal law.
For purposes of this paragraph, a right to an
accrued benefit derived from employer con-
tributions shall not be treated as forfelt-
able merely because the plan provides that
it is not payable where the participant dles
(except In the case of a qualified joint and
survivor annuity as provided in sectlon 204
(c)): that payment of benefits Is supended
during periods when the participant has re-
sumed employment with the employer (or,
in the case of a multiemployer plan, has re-
sumed employment in the Industry before
normal retirement age); or that plan amend-
ments may be given retroactive application
as provided In section 203(f) or pursuant to
section 501 of this Act.

(20) The term “security” has the same
meaning as such term has under section 2
(1) of the Securities Act of 1833 (15 U.S.C.
Tib(1)).

(21) (A) Except as otherwise provided in
subparagraph (B), & person is a fiduclary
with respect to & plan to the extent (1) he
exercises any discretionary authority or dis-
cretionary control respecting management
of such plan or exerclses any authority or
control respecting management of disposi-
tion of ifs assets, (ii) he renders invest-
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ment advice for a fee or other compensation,
direct or indirect, with respect to any moneys
or other property of such plan, or has any
authority or responsibllity to do so, or (iil)
he has any discretionary authority or discre-
tionary responsibility in the administration
of such plan.,

(B) If any money or other property of an
employee benefit plan Is invested in shares
of an investment company registered under
the Investment Company Act of 1940, such
investment shall mot by itself cause such
investment company or such investment
company's investment adviser or princlpal
underwriter to be deemed to be a “fiduciary”
or a “party In interest” as those terms are
defined in this title, except insofar as such
investment company or its Investment
adviser or princlipal underwriter acts in con-
nection with an employee benefit plan cover-
ing employees of the Investment company,
the Investment adviser, or its principal un-
derwriter. Nothing contalned In this sub-
paragraph shall 1imit the dutles imposed on
such investment company, investment ad-
viser, or principal underwriter by any other
law.

(22) The term “regular retirement benefit”
means only that benefit payable under a
pension plan at the normal retirement age
in the event of service or age related retire-
ment and excludes other benefits related to
participant disability or plan termination.

(23) The term “accrued benefit” means—

(A) in the case of a defined benefit plan,
the individual's accrued benefit determined
under the plan and, except as provided in
section 205(d) (3), expressed In the form of
an annual benefit commencing at normal
retirement age, or

(B) In the case of a plan which s an indi-
vidual account plan, the balance of the indi-
vidual’s account.

(24) The term “normal retirement age"
means the earlier of—

(A) the time a plan participant attalns
normal retirement age under the plan, or

(B) the later of—

(1) the time a plan participant attains
age 66, or

(11) the time a plan participant has com=-
pleted 10 years of participation in the plan.

(25) The term “vested labilities” means
the present value of the immediate or defered
benefits avallable at regular retirement age
for participants and their beneficlaries which
are nonforfeitable.

(268) The term “current value™ means falr
market value where available and otherwise
the fair value as determined in good faith
by the trustee or administrator, assuming an
orderly Hquidation as of the statement date.

(27) The term "present value”, with re-
spect to a liability, means the value adjusted
to reflect anticipated events. Such adjust-
ments shall conform to such rules and regu-
lations as the Secretary may provide.

(28) The term “normal service cost” or
“pormal cost"” means the annual cost of
future pension benefits and administrative
expenses assigned, under an actuarial cost
method, to years subsequent to a particular
valuation date of a pension plan.

(20) The term "present value of an an-
nuity certain” means the single sum re-
quired to pay $1 monthly annusally for “N"
years, assuming interest is earned at the
rate “1" per annum, which term may be ex-
pressed algebraically as follows:

() () + ) +
ah

(80) The term "accrued lability” means
the excess of the present value, as of a par-
ticular valuation date of a pension plan, cf
the projected future benefit costs and ad-
ministrative expenses for all plan partic-
ipants and beneflciaries over the present
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value of future contributions for the normal
cost of all applicable plan participants and
beneficiaries.

(31) The term “unfunded accrued liability”
means the excess of the accrued liability, un-
der an actuarial cost method which so pro-
vides, over the present value of the assets
of a pension plan,

(382) The term “advance funding actuarial
cost method"” or *“actuarial cost method”
means a recognized actuarial technique
utilized for establishing the amount and in-
cidence of the annual actuarial cost of pen-
slon plan benefits and expenses. Acceptable
actuarial cost methods shall include the
accrued benefit cost method (unit credit
method), the entry age normal cost method,
the individual level premium cost method,
the aggregate cost method, the attained age
normal cost method, and the frozen initial
11abllity cost method. The terminal funding
cost method and the current funding (pay-
as-you-go) cost method are not acceptable
actuarial cost methods. The Secretary shall
issue regulations to further define acceptable
actuarial cost methods. Regulations for pur-
poses of this paragraph, paragraph (27), and
paragraph (38) shall be effective for a plan
year beginning after December 31, 1975, only
if approved by the Secretary of the Treasury.

(83) The term “governmental plan”
means & plan established and maintained for
its employees by the Government of the
United States, by the government of any
Btate or political subdivision thereof, or by
any agency or instrumentality of any of
the foregoing. The term “governmental plan"
also inciudes any plan to which the Railroad
Retirement Act of 1935 or 1937 applies, and
which is financed by contributions required
under that Act.

(34) (A) Except as provided in subpara-
graphs (B) and (C), the term “church plan”
means a plan established and maintained by
8 church or by a convention or assoclation
of churches which is exempt from tax under
a;;;iion 501 of the Internal Revenue Code of

(B) The term “church plan” does not in-
clude a plan—

(1) which is established and maintained
primarily for the benefit of employees (or
their beneficlaries) of such church or con-
vention or association of churches who are
employed in connection with one or more
unrelated trades or businesses (within the
meaning of section 513 of the Internal Reve-
nue Code of 1054), or

(1) which is & multiemployer plan, if one
or more of the employers in the plan is not
a church (or a convention or assoclation of
churches) which is exempt from tax under
B?ctlig; 6501 of the Internal Revenue Code
O q

o (C) For the purposes of this paragraph,

(1) a plan described in subparagraph (A)
was in existence on January 1, 1974, and

(i1) such plan on such date covered em-
ployees of any organization which is exempt
from tax under section 501 of the Internal
Revenue Code of 1954 and which is an agency
of the church or convention or association
of churches which established and main-
tained the plan,
then the employees of such agency who are
at any time covered by such plan shall be
treated as employees whose employer is such
church or convention or assoclation of
churches, as the case may be.

(85) The term “individual account plan®
means a pension plan which provides for an
individual account for each participant and
for benefits based solely upon the amount
contributed to the participant’'s account, and
income, expenses, gains and losses, and any
forfeitures of accounts of other participants
which may be allocated to such participant’s
account.
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(36) The term ‘defined benefit plan*
means a pension plan other than an indi-
vidual account plan.

(37) The term “supplementary plan”
means a pension plan which covers only
participants each of whom is covered by one
or more primary plans to which parts 2 and 3
of subtitle B of this title apply. For purposes
of this paragraph, the term “primary plan"
means a pension plan which is designed to
provide a life annuity (or equivalent an-
nuity) as determined by the Secretary, which
commences not later than age 66 and which
provides an annual benefit (or the equlva-
lent) in an amount not less than 2.0 per-
cent of the final five-year average annual
compensation for the particlpant times the
number of his years of covered service (de-
termined wunder regulations of the Secre-
tary).

(38) (A) The term “multiemployer plan”
means a plan—

(1) to which more than one employer is
required to contribute,

(i1) which is maintained pursuant to a
collective bargaining agreement hetween
employee representatives and more than one
employer,

(iil) under which the amount of contribu-
tions made under the plan for a plan year
by each employer making such contributions
18 less than 50 percent of the aggregate
amount of contributions made under the
plan for that plan year by all employers
making such contributions, and

(lv) which satisfles such other require-
ments as the Secrefary may by regulations
prescribe.

(B) For purposes of this paragraph—

(1) If a plan is multiemployer plan with-
in the meaning of subparagraph (A) for any
plan year, clause (iil) of subparagraph (A)
shall be applied by substituting 76 percent”
for “650 percent” for each subsequent pilan
year until the first plan year following a plan
year in which the plan had one employer
who made contributions of 75 percent or
more of the aggregate amount of contribu-
tlons made under the plan for that plan year
by all employers making such contributions.

(11) All corporations which are members
of a controlled group of corporations (with-
in the meaning of section 1563(a) of the
Internal Revenue Code of 1954, determined
without regard to sectlon 1563(e) (3) (C) of
such Code) shall be deemed to be one em-
ployer.

(9) The term “investment manager”
means any fiduciary (other than a trustee or
administrator) who has the power to man-
age, acquire, or dispose of any asset of a
plan and who—

(A) 1s registered as an investment adviser
under the Investment Advisers Act of 1940;
or is a bank, as defined in that Act, and

(B) has acknowledged in writing that he
is a fiduclary with respect to the plan.

Subtitle B—Regulatory Provislons
PART 1—FIDUCIARY RESPONSIBILITY AND
DISCLOSURE
COVERAGE

Sec, 101. (a) Except as provided in sub-
section (b) this part shall apply to any em-
ployee benefit plan if it is established or
maintalned: (1) by any employer engaged
in commerce or in any industry or activity
affecting commerce, or (2) by any employee
organization In which employees engaged in
commerce or in any industry or activity af-
fecting commerce participate, or (3) by both.

{b) This part shall not apply to an em-
ployee benefit plan if—

(1) such plan is a governmental plan (as
defined in sectlon 3(33));

(2) such plan is a church plan (as de-
fined in section 3(84)) with respect to which
no election has been made under section
201(c); ,
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(3) such plan was established and 1s
maintained solely for the purpose of com=
plying with applicable workmen’s compensa~-
tion laws or unemployment compensation
disability insurance laws;

(4) such plan is established and main-
tained outside the United States primarily
for the benefit of persons who are not citi-
zens of the United States, or

(5) such plan is unfunded and is main-
tained by an employer primarily for the pur-
pose of providing deferred compensation: for
a select group of management or highly
compensated employees.

DUTY OF DISCLOSURE AND REPORTING

Sec. 102. (a) The administrator of an em=
ployee benefit plan shall cause to be pub-
lished in accordance with section 105 to each
participant or beneficiary covered thereun-
der: (1) a description of the plan, and (2)
the information described in sections 108
(b) (3) and 106(e). Such description and the
annual report of the plan shall contain the
information required by sections 103 and
104 of this Act, shall be published in ac-
cordance with section 105, and shall be In
such form and detall as necessary to fully
and fairly disclose all pertinent facts.

(b) The Secretary shall require the filing
of speclal terminal reports respecting an
employee pension benefit plan which is wind-
ing up its affairs, and he may require such
a report respecting any employee welfare
benefit plan which is winding up its affairs.
Such reports shall be on such forms and filed
in such manner as the Secretary may by reg-
ulation prescribe. A report respecting a pen-
sion plan shall be required to be filed re-
gardless of the number of participants re-
maining in the plan.

(¢) The Secretary may by regulation
require that the administrator of any ems=-
ployee benefit plan furnish to each partici-
pant or his surviving beneficiary a statement
of the rights of participants and beneficiaries
under this title.

DESCRIPTION OF THE PLAN

SEec. 108. (a) A description of any employee
benefit plan shall be published as required
herein within one hundred and twenty days
after the establishment of such plan or
within one hundred and twenty days after
such plan becomes subject to the part,
whichever is later.

(b) The description of the plan shall be
comprehensive and shall be written in a
manner calculated to be understood by the
average plan participant and shall include
the name and type of administration of the
plan; the name and address of the adminis-
trator; names, titles, and addresses of any
trustee or trustees (if they are persons dif-
ferent from the administrator); a descrip-
tion of any relevant collective-bargaining
agreement in which the plan is mentioned;
the plan's requirements respecting eligibility
for participation and benefits; the schedule
of benefits; a description of the provisions
providing for nonforfeitable pension benefits;
the source of the financing of the plan and
the identity of any organization through
which benefits are provided; whether the
records of the plan are kept on a calendar
year basis, or on a policy or other fiscal
year basis, and if on the latter basis, the date
of the end of such policy or fiscal year; the
procedures to be followed in presenting
clalms for benefits under the plan and the
remedies available under the plan for the
redress of claims which are denied in whole
or in part. All amendments to the plan shall
be Included in the description on and after
the effective date of such amendments.

ANNUAL REPORTS

SEc. 104, (a) (1) An annual report shall be
published with respect to any employee bene-
fit plan to which this part applies. Such re-
port shall be published as required under
section 105, within two hundred and seventy
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days after the end of the calendar, policy,
or fiscal year on which the records of the
plan are kept (hereafter in this title referred
to as “plan year" or “fiscal year of the plan").

(2) If some or all the benefits under the
plan are provided by an insurance carrier or
other organization, such carrier or organiza-
tion shall certify to the administrator of
such plan, within one hundred and eighty
days after the end of the fiscal year of the
plan, such information as is necessary to en-
able such administrator to comply with the
requirements of this title. If some or all of
the information necessary to enable the ad-
ministrator to comply with the requirements
of this title is maintained by one or more
persons described in section 3(16) (B) (1),
(11), or (iil), such person or persons shall
transmit such Information to the adminis-
trator within one hundred and eighty days
after the end of the fiscal year of the plan.

(8) (A) Except as provided in subpara-
graph (B), the administrator of an em-
ployee benefit plan shall engage, on behalf
of all plan participants, an independent
gualified public accountant, who shall con-
duct an examination of the financial state-
ments of the plan as he may deem necessary
to enable him to form an opinion as fo
‘whether the financial statements required
Yo be Included in the annual report by
subsection (b) of this section are presented
fairly in conformity with generally accepted
accounting principles applied on a basis
consistent with that of the preceding year.
Such examination shall be conducted In ac-
cordance with generally accepted auditing
standards, and shall involve such tests of
the books and records of the plan as are
considered necessary by the independent
qualified public accountant. The independ-
ent gqualified public accountant shall also
submit a report as to whether the supple-
mentary financial data specified in sub-
section (b) (3) of section 105 presents fairly
in all material respects the information
contained therein when considered in con-
junction with the financial statements taken
as a whole. The opinion by the independent
qualified public accountant shall be made a
part of the annual report.

(B) The opinion required by subpara-
graph (A) need not be expressed as to any
statements prepared by a bank or similar
institution or insurance carrier as required
by subparagraph (G) of paragraph (b)(3)
of this section if such statements are certi-
fied by the bank, similar institution, or
insurance carrier as accurate and are made
a part of the annual feport.

(C) For purposes of subparagraph (A)
of this paragraph, section 105(a)(3), and
section 114(a), the term ‘'qualified public
accountant” means—

(1) a person who is a certified public
accountant, certified by a regulatory au-
thority of a State,

(1) a person who is a licensed public
accountant, licensed on or before Decem-
ber 31, 1973, by a regulatory authority of a
State, or

(iii) with respect to audits performed be-
fore January 1, 1976, any other person who
meets, in the opinion of the BSecretary,
standards of education and experience which
are representative of the highest prescribed
by the licensing authorities of the several
Btates which provide for the contlnuing
licensing of public accountants and which
are prescribed by the Secretary in appro-
priate regulations;
except that if the Becretary deems it neces-
gary in the public interest, he may prescribe
by regulation higher standards than those
required for the practice of public aec-
countancy by the regulatory authorities of
the States, and a person shall be considered
& quallfied public accountant for purposes
of subparagraph (A), sectlon 105(a) (3), and
section 114(a) only if he meets such stand-
ards.
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(4) (A) The administrator of an employee
benefit plan subject to the reporting require-
ment of subsection (d) of this section shall
engage, on behalf of all plan participants,
an enrolled actuary who shall supervise the
computation of the “present value of accrued
benefits” and “accrued benefits” required
under subsection (b) (2) of this section and
shall supervise the preparation of the mate-
rials comprising the actuarial statement re-
quired under subsections (d) and (g) of this
section.

(B) The enrolled actuary shall utilize such
assumptions and techniques as are necessary
to enable him to form an opinion as to
whether the contents of the matters reported
under subsection (d) of this section—

(1) are reasonably related to the experience
of the plan and to reasonable expectations;
and

(i1) utilize assumptions which in combina-
tion, offer his single best estimate of antici-
pated experience under the plan.

The opinion by the enrolled actuary shall
be made with respect to, and shall be made
a part of, each annual report.

(C) For purposes of subparagraph (A) of
this paragraph, section 105(a) (3), and sec~
tion 114(a), the term “enrolled actuary”
means an actuary enrolled under this sub-
paragraph. The Secretary shall, by regula-
tions, establish reasonable standards and
qualifications for individuals performing ac-
tuarial services described in subparagraph
(A) and sectlon 105(a) (3). Upon application
by any individual, the Secretary shall enroll
such individual if the Becretary finds that
such individual satisfies such standards and
qualifications. With respect to individuals
applying for enrollment before January 1,
1976, such standards and qualifications shall
include a requirement for an appropriate
period of responsible actuarial experience or
of responsible experience in the administra-
tion of pension plans. With respect to in-
dividuals applying for enrollment on or after
January 1, 1878, such standards and quali-
fications shall Include—

(1) education and in actuarial
mathematics and methodology, as evidenced
by—

(I) a degree in actuarial mathematics or
its equivalent from an accredited college or
university, or

(IT) successful completion of an examina-
tion In actuarial mathematics and method-
ology to be given by the SBecretary, or

(IIT) successful completion of other actu-
arial examinations deemed adequate by the
Secretary, and

(1) an appropriate period of responsible

actuarial experience.
The Secretary may, after notice and an op-
portunity for a hearing, suspend or terminate
the enrollment of an individual under this
subparagraph if the Secretary finds that such
individual does not satisfy the requirements
for enrollment which were in effect at the
time of his application for enrollment. Reg-
ulations prescribed for purposes of this sub-
paragraph shall be effective after December
31, 1976, only if approved by the Secretary
of the Treasury.

(b) A report under this section shall in-
clude a financial statement containing the
following Information:

(1) With respect to an employee welfare
benefit plan: a statement of assets and liabil-
ities; a statement of revenues and expenses
for the period aggregated by general sources
and applications; a statement of changes in
fund balance; and a statement of changes in
financial position. In the notes to financial
statements, disclosures concerning the fol-
lowing items shall be considered by the ac-
countant: a description of the plan includ-
ing any significant changes in the plan made
during the period and the impact of such
changes on benefits; a description of material
lease commitments and contingent liabilities;
a description of agreements and transactions
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with persons known to be parties in interest;
8 general description of priorities upon ter-
mination of the plan; information concern-
ing whether or not a tax ruling or deter-
mination letter has been obtained; and any
other matters necessary to fairly present the
financlal statements of a particular welfare
benefit fund.

(2) With respect to an employee pension
benefit plan: a statement of assets and
labilities including with respect to any em-
ployee benefit plan subject to the reporting
requirements of subsection (d) of this sec=
tion the estimated actuarially determined
present value of accrued benefits to be paid
under the plan as calculated by an enrolled
actuary and aggregated by the termination
distribution categories enumerated in section
112; and a statement of changes in net
assets available for plan benefits which shall
include details of revenues and expenses and
other changes aggregated by general source
and application. In the notes to financial
statements, disclosures concerning the fol-
lowing items shall be consldered by the ac-
countant: a description of the plan includ-
ing any significant changes in the plan made
during the period; the funding policy (in-
cluding policy with respect to prior service
cost), and any changes in such policles dur-
ing the year; the most recent valuation date
used to compute the present value of accrued
benefits and the actuarial cost methods and
assumptions; a description of any significant
changes in plan benefits made during the
period and the impact of such changes on
the present value of accrued benefits; a de-
scription of material lease commitments,
other commitments, and contingent liabll-
ities; agreements and transactions with
persons known to be parties in interest; a
general description of prioritles upon ter-
mination of the plan; information concern=
ing whether or not a tax ruling or determina-
tion letter has been obtalned; and any other
matters necessary to fully and fairly present
the financial statements of a particular pen-
sion benefit fund.

(3) With respect to all employee benefit
plans:

(A) a statement of the assets and labili-
ties of the fund aggregated by categories and
valued at their current value, as well as
the same data, displayed In comparative form
for the end of the previous fiscal year of
the plan;

(B) a statement of receipts and disburse-
ments during the preceding twelve-month
perlod aggregated by general sources and
applications;

(C) a schedule of all assets held for invest-
ment purposes aggregated and ldentified by
issuer, borrower, or lessor or similar party to
the transaction, maturity date, rate of in-
terest, collateral, par or maturity value, cost,
and current value; p

(D) a schedule of each transaction involv-
ing a person known to be party in interest,
the identity of such party in interest and
his relationship to the plan, employer, em=-
ployee, or other person, a description of each
asset to which the fransaction relates; the
purchase or selling price in case of a sale
or purchase, the rental in case of a lease,
or the interest rate and maturity date in
case of a loan; expenses inc in con=-
nection with the transaction; the cost of
the asset, the current value of the asset,
and the net galn (or loss) on each trans-
action;

(E) a schedule of all loans made from the
fund which were in default as of the close
of the plan’s fiscal year or were classified
during the year as uncollectable and the
following information with respect to each
loan on such schedule: the original principal
amount of the loan, the amount of principal
and interest received during the reporting
yehr, the unpald balance, the identity and
address of the obligor, a detailed description
of the loan (including date of making and
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maturity, Interest rate, the type and yalue
of collateral, and other material terms), the
amount of principal and interest overdue (if
any) and an explanation thereof;

(F) a list of all leases which were in default
or were classified during the year as uncol-
lectable; and the following information with
respect to each lease on such schedule: the
type of property leased (and, In the case of
fixed assets such as land, bulldings, lease-
hold, and so forth, the location of the prop=
erty), the identity of thle lessor or lessee from
or to whom the plan is leasing, the relation-
ship of such lessors and lessees, If any, to
the plan, the employer, employee organiza-
tion, or any other party in interest, the terms
of the lease regarding rent, taxes, insurance,
repairs, expenses, and renewal optlons; the
date the leased property was purchased and
its cost, the date the property was leased
and its approximate value at such date, the
gross rental receipts during the reporting
period, expenses paid for the leased property
during the reporting period, the net receipts
from the lease, the amounts in arrears, and
a statement as to what steps have been taken
to collect amounts due or otherwise remedy
the default;

(G) if some or all of the assets of a plan
or plans are held in a common or collective
trust maintained by a bank or similar insti-
tution or in a separate account maintained
by an insurance carrier or a separate trust
maintained by a bank as trustee, the report
shall include the most recent annual state-
ment of assets and llabilities of such com-~
mon or collective trust, and in the case of a
separate account or a separate trust, such
other information as is required by the ad-
ministrator in order to comply with this sub-
section. In such case the bank or simlilar
institution or insurance carrier shall certify
to the administrator of such plan or plans,
within one hundred and eighty days after
the end of each fiscal year of the plan the

information necessary to enable the plan

administrator to comply with the require-
ments of this part; and

(H) a schedule of each transaction (or
transactions) involving an amount (or the
aggregate amount resulting from multiple
transactions with or in conjunction with a
person during the plan year) which exceeds
the lesser of $300,000 or 3 per centum of the
value of the fund, the name of such person
and a description of each asset to which the
transaction applies; the purchase or selling
price in case of a sale or purchase, the rental
in case of a lease, or the interest rate and
maturity date in case of & loan; expenses in-
curred in connection with the transaction;
the cost of the asset, the current value of the
asset, and the net gain (or loss) on each
transaction.

(¢) The administrator shall furnish as a
part of réport under this section the follow-
ing information: the average number of em=
ployees covered by the plan; the name and
address of each fiduclary; the name of each
person who received compensation in excess
of $5,000 from the fund during the preced-
ing year for services rendered to the plan
or its participants, the amount of such com-
pensation, the nature of his services to the
plan or its participants, his relationship to
the employer of the employees covered by
the plan, or the employee organization, and
any other office, position, or employment he
holds with any party in interest; and an ex-
planation of the reason for any change in
appointment of trustee, qualified public ac-
countant, insurance carrier, actuary, admin-
{strator, investment manager, or custodian.

(d) With respect fo an employee pension
benefit plan (other than (A) a profit sharing,
savings, or other plan, which is an individual
account plan, or (B) & plan described in
section 301(d)), & report under this section
for a plan year to which part 2 or part 3
of this subtitle (or both) apply shall include
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an actuarial statement applicable to the plan
year which shall include the following:

(1) The number of years the plan has been
in effect, the date of the plan year, and the
date of the actuarlal valuation applicable
to the plan year for which the report is
filed. An actuarial valuation shall be made
no less frequently than every three years.

(2) The date and amount of the contribu-
tion (or contributions) made by the plan for
the plan year for which the report is filed
and contributions for prior plan years not
previously reported.

(8) A complete copy of the actuarial re-
port, including the following information
applicable to the plan year for which the
report is filed: the amount of the minimum
contribution, the normal costs, accrued lia-
bilities, present value of accrued nonforfeit-
able benefits; value of assets; an identifica-
tion of benefits not included in the calcula-
tions; and a statement of the other facts and
actuarial assumptions used in the calcula-
tion of the minimum contribution required
under section 302 and a justification for any
change in actuarial assumptions or cost
methods,

(4) The number of participants and bene-
ficlaries, both retired and nonretired cov-
ered by the plan,

(6) The current value of the assets acou-
mulated in the fund, and the present value
of the assets of the plan used by the
in any computation of the amount of con-
tributions to the plan required under section
302 and a statement explaining the nasis of
such asset valuation.

(6) The present value of all of the plan’'s
Habilitles for nonforfeitable pension benefits
allocated by the termination priority cate-
gories as set forth in section 112(b) and the
actuarial assumptions used in these compu-
tations. The Secretary shall establish regu-
lations defining (for purposes of this sec-
tion) “termination priority categories” and
acceptable methods, including approximate
methods, for allocating the plan’s liabili-
ties to such termination prlority categories.

(7) The ratlo of (A) the current value of
the assets (as set forth in paragraph (6)) al-
located to each termination priority cate-
gory as set forth in section 112(b) to (B)
the labilities (as set forth In paragraph
(6)) allocated to each such termination
priority category.

(8) In the case of a plan to which section
302 applles a statement of the amount, if
any, by which the aggregate contributions
made since section 302 first applied to the
plan either exceed or fall below the aggre-
gate contributions required in order for the
plan to meet the funding requirements of
section 802.

(9) A copy of the opinlon required by
subsection (a) (4).

(10) Such other information as may be

necessary to fully and fairly disclose the
actuarial positions of the fund.
The actuary shall make an actuarial valua-
tion of the plan for every third plan year,
unless he determines that a more frequent
valuation is necessary to support his opinion
under subsection (a)(4) of this section.

(e) If some or all of the benefits under the
plan are purchased from and guaranteed
by an insurance company, & report under
this section shall include a statement from
such insurance company covering the fiscal
year and enumerating—

(1) total premiums received from the plan;

(2) the amount pald in the form of
benefits;

(3) the amount charged on account of
administrative expense;

(4) the amount of any commissions or any
other acquisition costs pald by the insur-
ance company and to whom pald; and

(5) the amount held to pay future bene-
fits.

(f) If the only assets from which claims
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against an employee benefit plan may be
pald are the general assets of an employer
or an employee organization, the report shall
include (for each of the past five years) the
benefits pald and the average number of

-employees eligible for participation.

(g) In the event of termination of any
employee pension benefit plan the annual
report of such plan for the year shall include
any supplementary information required to
be filed with the Secretary by section 102(b).

PUBLICATION

Sec. 105. (a) (1) The administrator of any
employee benefit plan subject to this part
shall, within 270 days after the close of each
fiscal year of the plan, file with the Secre-
tary a copy of the plan description and each
annual report, The BSecretary shall make
coples of such descriptions and annual re-
ports avallable for inspection in the public
document room of the Department of Labor.
The Secretary—

(A) shall exempt from the annual filing
requirement of this paragraph any employee
benefit plan with fewer than twenty-six par-
ticipants.

(B) may exempt from such flling re-
quirement any other class or type of em-
ployee benefit plan with fewer than one hun-
dred participants, if the Secretary finds that
the application of such requirement to such
other plans is not required to implement
the purposes of this title, and

(C) may by regulation, as to any class or
type of employee welfare benefit plan, grant
an exemption from all or part of the re-
porting, disclosure, and publication require-
ments of this part.

(2) The Secretary may reject any filing
under this section:

(A) after notice, hearing, and a deter-
mination on the record by the Secretary that
such filing is Incomplete for purposes of this
part; or

(B) If he finds after notice and oppor-
tunity for presentation of views, that there
is any material qualification by an account-
ant or actuary contained in an opinion sub-
mitted pursuant to section 104(a)(3)(A)
or section 104(a) (4) (B).

(8) If the Secretary rejects a filing of a
report under paragraph (2), if a revised
report satisfactory to the Secretary is not
submitted within forty-five days after the
Becretary makes his determination under
paragraph (2) to reject the filing, and if the
Secretary deems it in the best interest of the
participants, he may take any one or more
of the following actions:

(A) Retaln an independent qualified pub
lic accountant (as defined in section 104(a)
(3) (C) ) on behalf of the participants to per«
form an audit.

(B) Retain an enrolled actuary (as defined
in section 104(a) (4) (C) of this Act) to make
an actuarlal report.

(C) Bring a civil action for such legal or

equitable rellef as may be appropriate to ac-
co;;xttorormfeguardtho assets of the
plan.
The Administrator shall permit such ac-
countant, auditor, or actuary to inspect
whatever books and records of the plan are
necessary for such audit. The plan shall be
liable to the Becretary for the expenses for
such audit or report; and the Secretary may
bring an action against the plan in any court
of competent jurisdiction to recover such
expenses,

(b) Publication of the plan descriptions
and annual reports required by this part shall
be made to participants and beneficiaries of
the particular plan as follows:

(1) The administrator shall furnish to
each plan participant or his beneficiaries a
copy of the plan description (including all
amendments or modifications thereto). Such
description shall be furnished—

(A) to a plan participant within thirty
days after he commences covered employ-
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ment (or in the case of a plan to which more
than one employer is required to contribute,
within ninety days after he commences cov=
ered employment), and

(B) to all plan participants at least once
every five years.

If there is any material modification in the
terms of the plan, a description of such mod-
ification shall be furnished not later than
one year after the modification takes effect.

{2) The administrator shall make coples of
the latest annual report (except the infor-
mation described in sections 106(a) and (¢))
and the bargalning agreement, trust agree-
ment, contract, or other instruments under
which the plan was established and is oper-
ated available for examination by any plan
participant or beneficlary in the principal of-
fice of the administrator and in such other
places as may be necessary to fully and fairly
disclose all pertinent facts to all particl-
pants.

(8) Within two hundred and seventy days
after the close of the fiscal year of the plan,
the administrator shall furnish to each par-
ticipant, or his beneficlaries, a copy of the
statements and schedules for such fiscal year,
described in subparagraphs (A) and (B) of
paragraph 104(b)(3) and paragraphs (5),
(6), and (7) of subsection 104(d), and such
other material as is necessary to fairly sum-
marize the latest annual report.

(4) The administrator shall, upon written
request of any participant or beneficlary,
furnish a complete copy of the latest annual
report (except the information described In
sections 106 (a) and (c¢)), the bargaining
agreement, trust agreement, contract, or
other instruments under which the plan is
established and operated. The administrator
may make a reasonable charge to cover the
cost of furnishing such complete coples. The
Secretary may by regulation prescribe the
maximum amount which will constitute a
reasonable amount under this paragraph.

REPORTING OF PARTICIPANT'S BENEFIT
RIGHTS

Sec. 106. (a) Each pension plan which files
a report under section 105(a) for a plan year
beginning after December 31, 1975, shall in-
clude in such report the following Informa-
tion:

(1) The name and social security number

of each participant in the plan—
. (A) who, during such plan year, separated
from the service covered by the plan,

(B) who 1s entitled to a deferred non-
forfeitable benefit under the plan as of the
end of such plan year, and

(C) with respect to whom retirement ben-
efits were not paid under the plan during
such plan year.

(2) The nature, amount, and form of the
deferred nonforfeitable benefit to which such
participant is entitled.

(3) Such other informsation as the Secre-

tary may require.
At the time he files the information under
this subsection, the administrator ghall fur-
nish evidence satisfactory to the Secretary
that he has complied with the requirement
contained in subsection (e).

(b) Any administrator required to submit
information under subsection (a) shall also
notify the Secretary, at such time as may be
prescribed by regulations, of—

(1) any change in the name of the plan,

(2) any change in the name or address of
the administrator,

(3) the termination of the plan, or

(4) the merger or consolidation of the plan
with any other plan or its division into two
or more plans.

(¢) To the extent provided in regulations
prescribed by the Secretary, the BSecretary
may receive from—

(1) any plan to which subsection (a) ap-
plies, and

{2) any other plan (including any govern-
niental plan or church plan),
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such information (including information re-
lating to plan years beginning before Janu-
ary 1, 1874) as the administrator may wish
to file with respect to the deferred monfor-
feitable benefit rights of any participant
separated from the service covered by the
plan during any plan year.

(d) The Secretary shall transmit coples of
any statements, notifications, reports, or
other information obtained by him under
this section to the Secretary of Health, Edu-
cation, and Welfare.

(e) Each plan administrator required to
submit information under subsection (a)
shall, before the expiration of the time pre-
scribed for the flling of such information,
also furnish to each participant described
in subsection (a) (1) an individual statement
setting forth the Information with respect to
such participant required to be contained in
information submitted to the Secretary under
subsection (a) (2).

(f) (1) The Secretary, after consultation
with the Secretary of Health, Education, and
Welfare, may prescribe such regulations as
may be necessary to carry out the provisions
of this section. Any such regulations shall
be eflective with respect to plan years be-
ginning after December 31, 1975, only if ap-
proved by the Secretary of the Treasury.

(2) This section shall apply to a plan to
which more than one employer is required
to contribute only to the extent provided
in regulations prescribed under this sub-
section.

REPORTS MADE PUBLIC INFORMATION

Bec. 107. (a) Except as provided in subsec-
tion (b), the contents of the descriptions
and reports filed with the Secretary pursuant
to this part shall be public information, and
the Secretary shall make any such informa-
tion and data avallable for inspection in the
public document room of the Department of
Labor. The Secretary may use the informa-
tion and data for statistical and research
purposes, and compile and publish such
studles, analyses, reports, and surveys based
thereon as he may deem appropriate.

(b) Information described in section 106
(a) and 106(c) with respect to a participant
may be disclosed only to the extent that in-
formation respecting that participant’s bene-
fits under title IT of the Social Security Act
may be disclosed under such Act.

RETENTION OF RECORDS

BEc. 108. Every person subject to a re-
quirement to file any description or report
or to certify any information therefor under
this title or who would be subject to such a
regquirement but for an exemption under
section 105(a) (1) (A). (B), or (O) of this
title shall maintain records on the matters
of which disclosure is required which will
provide in sufficient detail the necessary
basic information and data from which the
documents thus required may be verified,
explained, or clarified, and checked for ac-
curacy and completeness, and shall include
vouchers, worksheets, receipts, and applica-
ble resolutions, and shall keep such records
avallable for examination for a period of not
less than six years after the filing date of the
documents based on the information which
they contain, or six years after the date on
which such documents would have been filed
but for an exemption under section 105(a)
(1) (A), (B),or (C).

RELIANCE ON ADMINISTRATIVE INTERPRETATIONS

Sec, 109, In any criminal proceeding under
section 503 based on any act or omission in
alleged violation of sections 102 through 110
of this Act, no person shall be subject to any
lability or punishment for or on account of
the failure of such person to (1) comply with
sections 102 through 110 of this Act if he
pleads and proves that the act or omission
complained of was in good falith, in conform=-
ity with, and in reliance on any regulation
or written ruling of the Secretary, or (2) pub=-
lish and file any information required by
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any provision of this part if he pleads and
proves that he published and filed such in-
formation in good faith, and in conformity
with any regulation or written ruling of the
Secretary issued under this part regarding
the filing of such reports. Such a defense, if
established, shall be a bar to the action or
proceeding, notwithstanding that (A) after
such act or omission, such Interpretation or
opinion is modified or rescinded or is deter-
mined by judicial authority to be invalid or
of no legal effect, or (B) after publishing or
filing the description and annual reports,
such publication or filing is determined by
judicial authority not to be in conformity
with the requirements of this part.

BONDING

Sec. 110, (a) Every fiduclary of an em-
ployee benefit plan and every person who
handles funds or other property of such a
plan shall be bonded as provided in this sec-
tion; except that—

(1) where such plan is one under which
the only assets from which benefits are paid
are the general assets of a union or of an
employer, the administrator, officers, and em=
ployees of such plan shall be exempt from
the bonding requirements of this section,
and

(2) no bond shall be required of a fiduciary
(or of any director, officer, or employee of
such fidueiary) if such fiduciary—

(A) 1s a corporation organized and doing
business under the laws of the United States
or of any State;

(B) is authorized under such laws to
exercise trust powers or to conduct an
insurance business;

(C) is subject to supervision or examina-
tion by Federal or State authority; and

(D) has at all times a combined capital
and surplus in excess of such s minimum
amount as may be established by regulations
issued by the Secretary, which amount shall
be at least $500,000. ;
The amount of such bond shall be fized at
the beginning of each fiscal year of the
plan. Such amount shall be not less than
10 per centum of the amount of funds
handled, determined as provided in this sec-
tion; but except that any such bond shall
be in at least the amount of $1,000 and no
such band shall be required in.an amount
in excess of $500,000, except that the Secre-
tary, after due notice and opportunity for
hearing to all interested parties, and after
conslderation of the record, may prescribe
an amount in excess of $500,000, which in no
event shall exceed 10 per centum of the
funds handled. For purposes of fixing the
amount of such bond, the amount of funds
handled shall be determined by the funds
handled by the person, group, or class to be
covered by such bond and by their pred-
ecessor or predecessors, If any, during the
preceding reporting year, or if the plan has
no preceding reporting year, the amount of
funds to be handled durlng the current
reporting year by such person, group, or class,
estimated as provided in regulations of the
Secretary, Such bond shall provide protec-
tion to the plan against loss by reason of
acts of fraud or dishonesty on the part of
such administrator, officer, or employee,
directly or through connivance with others.
Any bond shall have as surety thereon a
corporate surety company which is an
acceptable surety on Federal bonds under
authority granted by the Secretary of the
Treasury pursuant to sections 6 through 13
of title 6, United States Code. Any bond shall
be In a form or of a type approved by the
Secretary, including individual bonds or
schedule o® blanket forms of bonds which
cover a group or class.

(b) It shall be unlawful for any admin-
istrator, officer, or employee to whom sub=-
section (a) applies, to receive, handle, dis-
burse, or otherwise exercise custody or con-
trol of any of the runds or other property
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of any employee benefit plan, without being -

bonded as required by subsection (a) and it
shall be unlawful for any administrator,
officer, or employee of such plan, or any other
person having authority to direct the per-
formance of such functions, to permit such
functions, or any of them, to be performed by
any such person, with to whom the
requirements of subsection (a) have not
been met. ’

(c) It shall be unlawful for any person to
procure any bond required by subsection (a)
from any surety or other company or through
any agent or broker in whose business oper-
ations such plan or any party in interest in
such plan has any control or significant
financial interest, direct or indirect.

(d) Nothing in any other provision of law
shall require any person, required to be
bonded as provided in subsection (a) because
he handles funds or other property of an
employee benefit plan, to be bonded insofar
as the handling by such person of the funds
or other property of such plan is concerned.

(e) The Secretary shall from time to time
issue such regulations as may be necessary
to carry out the provisions of this sectlon.
‘When, in the opinion of the Secretary, the
administrator of a plan offers adequate evi-
dence of the financial responsibllity of the
plan, or that other bonding requirements
would provide adequate protection of the
beneficiaries and participants, he may
exempt such plan from the requirements of
this section.

FIDUCIARY RESPONSIBILITY

Sec. 111. (a) (1) Every employee benefit
plan shall be established pursuant to a
written plan, which shall identify and ap-
point (or provide for the identification and
appointment of) an administrator or admin-
istrators. The administrator (in the case of
a plan with a single administrator) or the
administrators (in the case of a plan with
more than one administrator) shall be
" deemed to have full authority and respon=-
sibility for the operation of such employee
benefit plan including the authority (i) to
establish a funding policy and method con-
sistent with the objectives of the plan, and
(i1) to amend such plan (except with re-
spect to contribution rates) where such an
amendment is necessary to meet the re-
quirements of this title or where such an
amendment is necessary to protect the inter-
ests of the participants. Except as provided
in section 112 of this title or In paragraph
(2) of this subsection, the assets of such a
plan shall never inure to the benefit of any
employer and shall be held for the exclusive
purposes of providing benefits to participants
in the plan and their beneficlaries and de-
fraying reasonable expenses of administering
the plan. Nothing in this titlé shall prohibit
any person or group of persons from serving
a8 both trustee and administrator for any
plan, Notwithstanding any provision of this
paragraph, a plan may provide that—

(A) an administrator or trustee may em-
ploy any person to provide investment ad-
vice with regard to any assets of a plan; and

(B) an administrator, or a trustee at the
written direction of the administrator, may
appoint an investment manager or managers
to manage (including the power to acquire
and dispose of) any assets of a plan. Where an
investment manager or managers have been
g0 appointed—

(1) no trustee shall be liable for the acts
or omissions to act of such investment man-
ager or managers, or be under an obligation
to invest or otherwise manage any asset of
the plan which is subject to the management
of the investment manager; and

(1) no administrator shall be liable for
the acts or omissions to act of such invest-
ment manager or managers if such admin-
istrator meets the requirements of subsec-
tion (b)(1) of this section in selecting and
retaining such investment manager.
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Nothing in this subparagraph shall relieve
any trustee or administrator of any liability
under this section for any act of such trustee
or administrator.

(2) A contribution—

(A) which is made by an employer as a
mistake of fact, or

(B) which is conditioned upon approval by
the SBecretary of the Treasury or his delegate
of the deduction of the contribution under
section 401 of the Internal Revenue Code of
1954, in a case in which the deduction is not
approved,
may be returned to the employer within one
year after the payment of the contribution.

(b)(1) A fiduciary shall discharge his
duties with respect to a plan solely In the
interest of the participants and beneficiaries
and—

(A) for the exclusive purpose of:

(1) providing benefits to participants and
their beneficiaries; and !

(ii) defraying reasonable expenses of ad-
ministering the plan;

(B) with the care, skill, prudence, and
diligence under the circumstances then pre-
valling that a prudent man acting in a like
capacity and familiar with such matters
would use in the conduct of an enterprise of
a like character and with like aims;

(C) by diversifying the investments so as
to minimize the risk of large losses unless
under the circumstances it is prudent not to
do so; and 4

(D) in accordance with the documents and
instruments governing the plan Insofar as is
consistent with this title.

(2) Except as permitted under subsection
(a) (2) of this section, a fiduclary with re-
spect to a plan shall not—

(A) deal with the assets of the plan for his
own account,

(B) in his individual or any other capacity
act In any transaction Involving the plan on
behalf of a party whose interests are adverse
to the Interests of the plan or the interests
of its participants or beneficlaries,

(C) receive any consideration for his own
personal account from any party dealing with
such plan in connection with a transaction
involving the assets of the plan,

(D) permit the transfer of any property of
the plan to or its use by any person known
to be a party in interest, except in return for
no less than adequate consideration, or

(E) permit the acquisition of any property
or services from any person known to be a
party in interest, except in exchange for no
more than adequate consideration.

(3) In the case of an individual aceount
plan which is a profit-sharing, stock bonus,
or thrift and savings plan, the diversification
requirement of subparagraph (C) of para-
graph (1) of this subsectlon and the pru-
dence requirement (to the extent that it re-
quires diversification) of subparagraph (B)
of paragraph (1) of this subsection s not
violated by acquisition or retention of:

(A) Parcels of real property if:

(1) a substantial number of the parcels
are dispersed geographically;

(1i) each parcel of real estate and the im-
provements thereon are suitable (or adapt-
able without excessive cost) for more than
one use;

(111) even if all of such real property is
leased to one lessee (which may be a party
in interest); and

(iv) such acquisition and retention other-
wise complies with the provisions of this
part; or

(B) Securitles issued by an employer or &
corporation controlling, controlled by, or un-
der common control with the employer.

The preceding sentence shall only apply if
such plan explicitly provides for acquisition
or retention of such real property or securl-
ties, except that it shall apply until the ex-
piration of one year from the effective date
of this part to such plans which are in exis-
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tence on the date of enactment and which
acquire or retain such real property or secu=
rities without explicit provision in the plan.

(¢) Nothing in this section shall be con=-
strued to prohibit any fiduciary from—

(1) receiving any benefit to which he may
be entitled as a participant or beneficlary in
the plan under which the fund was estab-
lished, so long as the benefit is computed and
paid on a basis which is consistent with the
terms of the plan as applied to all other par-
ticipants and beneficiaries;

(2) receiving any reasonable compensa=-
tion for services rendered, or for the reime
bursement of expenses properly and actu-
ally incurred, In the performance of his du-
ties with the fund; except that mo person
so serving who already receives full-time pay
from an employer or an assoclation of em=-
ployers, whose employees are participants in
the plan under which the fund was estab-
lished, or from an employee organlzation
whose members are participants in such plan
shall receive compensation from such fund,
except for reimbursement of expenses prop=
erly and actually incurred and not otherwise
reimbursed; or

(3) serving as a fiduciary in addition to
being an officer, employee, agent, or other
representative of a party In interest.

(d) Any person who is a fiduclary with
respect to a plan who breaches any of the
responsibilities, obligations, or duties im-
posed upon fiduciaries by this title shall be
personally llable to make good to such plan
any losses to the fund resulting from each
breach, and to restore to such plan any prof-
its of such fiduciary which have been made
through use of assets of the fund by the fidu-
clary and shall be subject to such other
equitable or remedial relief as the court may
deem appropriate, including removal of such
fiduciary. A fiduciary may also be removed
for a violation of section 118 of this Act.

(e) All assets of any employee benefit plan
(other than any contract for the payment of
annuities which is guaranteed by an insur-
ance company and not issued to a trustee
of the plan) shall be held in trust by one or
more trustees. Such trustee or trustees shall
either be named in the trust instrument or
appointed by the administrator or adminis-
trators and, upon acceptance of their ap-
pointment, shall have exclusive authority
and discretion to manage, and exclusive con-
trol of, the assets of the plan (subject to
proper directions of the administrator which
are made under the terms of the plan and
which are not contrary to this title and ex-
cept to the extent that authority to manage,
acquire, or dispose of assets of the plan is
delegated to one or more investment mane
agers). If the assets of a plan are held by
two or more trustees—

(1) each shall use reasonable care to pre-
vent a cotrustee from committing a breach,
notwithstanding language to the contrary in
the trust agreement; and

(2) they shall Jointly manage and control
the assets of the frust, except that nothing
in this paragraph (2) shall preclude any
agreement authorized by the trust instru-
ment allocating specific responsibilities, obli-
gations, or duties among trustees, in which
event a trustee fo whom certain responsi-
bilities, obligations, or duties have not been
allocated shall not be liable by reason of this
paragraph (2) either individually or as a
trustee for any loss resulting to the fund
arising from the acts or omissions to act on
the part of another trustee to whom such
responsibilities, obligations, or dutles have
been allocated, unless the trustee to whom
the responsibilities, obligations, or dutles
were not allocated participated knowingly in
the activitles constituting a breach of the
specific responsibilities, obligations, or duties
allocated to any other trustee.

(1) No fiduciary shall be liable with respect
to a breach of flduclary duty under this title
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if such breach was committed before he be-
came & fiduciary or after he ceased to be a
fiduciary.

(g) Except as provided In subsections (a)
(1) (B) and (e) (2) of this section, any pro-
vision in an agreement or Instrument which
purports to relieve a fiduclary from responsi-
bility, obligation, or duty under this part
shall be vold as against public policy.

(h) No action may be commenced under
subsection (d) of this section with respect
to a fiduciary’'s breach of any responsibility,
duty, or obligation, or with respect to a vio-
lation of section 113, after the earlier of—

(1) six years after (A) the date of the last
action which constituted a part of the breach
or violation, or (B) In the case of an omis-
slon, the latest date on which the fiduclary
could have cured the breach or violation, or

(2) three years after the earliest date (A)
on which the plaintiff had actual knowledge
of the breach or violation, or (B) on which
& report from which he could reasonably be
expected to have obtained knowledge of such
breach or violation was filed with the Secre-
tary under this part.

(1) Each pension plan to which this part
of this subtitle applies shall provide that
benefits provided under the plan may not be
assigned or alienated. For purposes of the
preceding sentence, there shall not be taken
into account any voluntary and revocable
assignment of not to exceed 10 percent of
any benefit payment, or any irrevocable as-
signment or allenation of benefits executed
before June 1, 1974.

PLAN TERMINATION

Sec. 112. (a) Subject to the authority of
the Becretary under section 501 of this Act
to prescribe an alternative method for satis-
fying this section (which method shall take
Ainto account the requirements of section 401
(a) (4) of the Internal Revenue Code of
1954) —

(1; upon the complete termination of a
pension plan (except to the extent that such
plan is an individual account plan), the net
assets of the plan shall be distributed as
provided in subsection (b) through (h) of
this section; and

(2) upon a partial termination of a pen-
slon plan (except to the extent that such
plan is an individual sccount plan), a por-
tion of the net assets shall be distributed
83 provided in subsection (1).

(b) Subject to subsections (c¢) and (e),
the net assets of the plan ghall be applied in
accordance with the following priorities:

(1) Pirst, to refund to each participant in
the plan the amount of contributions (less
withdrawals) made by him, less the amount
of any benefits received by him under the
plan prior to termination,

(2) Second, to pay to each participant (or
his beneficlaries) in the plan who (A) has
been recelving benefits under the plan or
(B) on the date of such termination, has
reached the earliest age on which he could,
under the terms of the plan, elect to receive
retirement benefits (other than on account
of disabllity) under the plan the present
value of his nonforfeitable benefits, reduced
(but not below zero) by the amount of con-
tributions distributed under paragraph (1),

(8) Third, to pay to each participant In
the plan, other than a participant described
in paragraph (2) who had acquired nonfor-
feitable benefits under the plan prior to ter-
mination of the plan, the present value of
such nonforfeitable benefits reduced (but
not below zero) by the amount of contri-
butions distributed under paragraph (1),

(4) Fourth, to pay to any participant in
the plan, to the extent his accrued benefif
is not payable under paragraphs (2) and (8),
the present value of such benefit reduced
(but not below zero) by the amount of con-
tributions distributed under paragraph (1).

(e) (1) If the net assets of a plan are in-
sufficient to meet all the liabilitles for the
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particlpants described In subsection (b)
and the level of benefits under the plan
has been increased within the five-year pe-
riod preceding termination by reason of a
plan amendment affecting the benefit sched-
ule, then the net assets shall be distributed
as follows (except as otherwise provided in
regulations of the Secretary in cases (1)
where a change In the benefit schedule dur-
ing such period resulted in a decreasein ben-
efits for any class of participant, (ii) where
the amount of the present value of the bene-
fits of any class of participant cannot be de-
termined under this subsection, or (iil)
where the distribution of assets to partici-
pants described in. subsection (b) (4) of this
section would result in the payment of de-
ferred pension benefits of less than $10 per
month to such participants) :

(A) After satisfying the first priority class
in subsection (b), any remaining assets shall
be distributed to the participants from the
second through the fourth priority classes
using the earliest benefit formula in effect
during the past five years (but using vest-
ing and eligibility provisions in eflect on
date of plan termination).

(B) Any remaining net assets shall be
distributed to each participant in the second
through the fourth priority classes the
increment (over such earliest benefit for-
mula) of the second earllest benefit formula
in effect during the past flve years (but
using and eligibility provisions in
effect on date of plan tfermination) until
all net assets have been distributed.

(C) Any remaining net assets shall be
distributed as above using each successive
increment of each successive benefit for-
mula in eflect in such period (but using
vesting and eligibility provisions in effect on
date of plan termination) untll all net as-
sets have been distributed.

(2) If after the application of paragraph
(1) of this subsection, the aggregate amount
of distribution of assets of the plan avail-
able for distribution to any class of partic-
ipants specified under subsection (b) does
not satisfy the aggregate liabllitles to such
participants (determined after the applica-
tlon of paragraph (1)), then an amount
shall be distributed to each such participant
which bears the same ratio to the llabiliy
to him under'this section (after the applica-
tion of paragraph (1)) as the aggregate of
such aggregate amount of assets bears to
the aggregate Hability to all participants In
such class; except that the plan may pro=-
vide that the claims of a part of any such
class (established on the basls of age or
length of service or both) will receive
priority over the remainder of such class.

(d) (1) Any assets remaining after the
satisfaction of the labilities described in
subsection (b) which are attributable (un-
der regulations of the Becretary) to ac-
cumulated investment earnings on employee
contributions shall be ratably distributed to
the employee contributors according to their
rate of contribution.

(2) Any assets remaining after satisfac-
tion of liabilities described in subsection
(b) and paragraph (1) of this subsection
shall be used to satisfy any such liabilitles
(other than those described In subsection
(b) and paragraph (1)) as the plan may set
forth as being payable only if the plan
terminates

(3) Any assets remaining after the satis-
faction of all the liabilities described in sub-
section (b) and paragraphs (1) and (2) of
this subsection may, upon application to the
Secretary and after notice, hearing, and a
finding that the purposes of this subsection
has been complied with, be distributed as
provided in the plan. If the plan has no pro-
vision for such distributlon, such assets shall
be distributed pro rata to each other-
wise recelving a distribution under this
section.

(e) (1) The aggregate reductions which are
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‘made In amounts distributed to a partielpant
under subsections (b) (2), (8), and (4) or
under subsection (¢) and which are attribu-
table to confributions returned under sub-
section (b)(1) may'not exceed the aggregate
contributions returned to such participant
under subsection (b)(1).

(2) In the case of a plan to which only
participants contribute, subsection (b) shall
be applied by reversing the priorities set forth

Jn paragraphs (1) and (2) of such subsec-

tion and by deducting amounts received un=-
der pargaraph (2) from amounts otherwise
due under paragraph (1).

(£) For purposes of this section, the term
“net assets” means the assets of a plan less
(1) reasonable administrative expenses of
termination, and (2) assets of the plan which
are Irrevocably allocated to accounts of in-
dividual participants in accordance with a
plan provision which has been in effect for at
least two years prior to plan termination.

(g) The Secretary shall issue regulations to
define acceptable methods for paying to each
participant the value of his account, as de-
termined under the priority distribution of
dassets in this sectlon. Such methods shall
provide (to the extent feasible) for the pay-
ment of the value of the participant’s ac-
count as & monthly pension.

(h) Any plan which provides that partici-
pants may elect to have retirement benefits
pald In the form of one of several types of
annuities and which terminates under this
section shall permit all participants who have
terminated service under the plan to make
such an election.

(1) (1) In the event of a complete or partial
termination of a plan, the plan shall file a
special report on such forms and in such
manner as the Secretary may prescribe to
carry out the purposes of this section.

(2) (A) A plan shall file a report (as re-
quired in paragraph (1)), and the Secretary
shall make & defermination as to whether or
not a partial terminatfon has occurred, if
the present value of the accrued benefits
(whether forfeitable or nonforfeitable, but
excluding the present value of any benefit to
the exent that the employee had an immedi-
ate right to receive such benefit upon exclu-
slon from coverage) for all employees ex-
cluded from coverage (for any reason) in any
period of five consecutive plan years equals
or exceeds 25 per centum of the present value
of the accrued benefits for all plan partici-
pants determned as of the close of any plan
year in such five-year period.

(B) In the event the Secretary determines
a partial tion has occurred, the net
assets shall be distributed to the partici-
pants and beneficiaries giving rise to the
partial termination in accordance with sub-
sections (b) through (h) of this section as
if a complete termination had occurred.

(3) The term ‘“partial plan termination”
for purposes of this section shall be defined
by the Secretary by regulation. Such regula-
tions shall provide that whether or not a
Dbartial termination of a pension plan occurs
when a group of participants who have been
covered by the plan is subsequently excluded
from such coverage either by reason of an
amendment to the plan, or because of any
event or circumstance substantially beyond
their control, shall be determined on the
basis of all the facts and circumstances; and
whether or not a partial termination occurs
when benefits or employer contributions are
reduced, or the eligihility or vesting require-
ments under the plan are made more restric-
tive shall be determined on the basis of all
the facts and circumstances,

FROHIBITION AGAINST CERTAIN PERSONS HOLD-
ING OFFICE

Seec. 113. (a) No person who has been
convicted of, or has been imprisoned as a
result of his convictlion of, robbery, bribery,
extortion, embezzlement, fraud, grand lar-
ceny, any crime described In section 9(a) (1)
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of the Investment Company Act of 1940 (15
U.S.C. 80a—9(a) (1)), or a violation of any
provision of this title, or a violation of sec-
tion 302 of the Labor t Relations
Act, 1947 (20 U.S.C. 186), or a violation of
chapter 63 of title 18, United States Code,
or & violation of section 874, 1027, 1503, 1605,
1508, 1510, 1951, or 1954 of title 18, United
States Code, or a violation of the Labor-
Management Reporting and Disclosure Act of
1959 (29 U.B.C. 401), or conspiracy to commit
any such crimes or attempt to commit any
such crimes, or a erime in which any of the
foregoing crimes is an element, shall serve
or e permitted to serve—

(1) as an administrator, officer, trustee,
custodian, counsel, agent, or employee of any
employee welfare or pension benefit plan, or

(2) as a consultant to any employee wel-
fare or pension benefit plan,
during or for five years after such conviction
or after the end of such imprisonment,
whichever is the later, unless prior to
the end of such five-year period, in the
case of & person so convicted or impris-
ored, (A) his citizenship rights, having
been revoked as & result of such con-
viction, have been fully restored, or (B)
the Board of Parole of the United States
Department of Justice determines that such
person’s service in any capacity referred to in
paragraph (1) or (2) would not be contrary
to the purposes of this title. Prior to making
any such determination the Board shall hold
an administrative hearing and shall give
notice of such proceeding by certified mail
to the State, county, and Federal prosecuting
officials in the jurisdiction or jurisdictions in
which such person was convicted. The
Board’s determination in any such proceed-
ing shall be final. No person shall knowingly
permit any other person to serve in any
capaclty referred to in paragraph (1) or.(2)
in violation of this subsection. Notwithstand-
ing the preceding provisions of this subsec-
tion, no corporation or partnership will be
precluded from acting as an administrator,
trustee, custodian, counsel, agent, or em-
ployee of any employee benefit plan or as a
consultant to any employee, welfare, or pen-
sion benefit plan without a notice, hearing,
and determination by the Secretary that such
service would be inconsistent with the inten-
tion of this section.

(b) Any person who intentionally viclates
this section shall be fined not more than
$10,000 or imprisoned for not more than one
year, or both.

(e) For the purposes of this section:

(1) A person shall be deemed to have been
“convicted” and under the disability of
“conviction” from the date of the judgment
of the trial court or the date of the final
sustaining of such judgment on appeal,
whichever is the later event.

(2) The term “consultant” means any per-
son who, for compensation, advises or repre~
pents an employee benefit plan or who pro-
vides other assistance to such plan, concern-
ing the establishment of operation of such

lan.
» (3) A period of parole shall not be con-
gidered as part of a period of imprisonment.

(d) This section shall not apply to a con-
viction for a crime committed before the
date of enactment of this Act.

ADVISORY CONDUCT

SEc. 114, (a) There is hereby established
an Advisory Council on Employee Welfare
and Pension Benefit Plans (hereinafter re-
ferred to as the “Council”) which shall con-
sist of fifteen members to be appointed in
the following manner: One from the insur-
ance field, one from the te trust fleld,
one gqualified public accountant (as defined
in section 104(a)(3)(C) of this Act), one
enrolled actuary, three from management,
three from labor, one from the investment
management field, and one from the multi-
employer benefit plan field, all appointed by
the Secretary from among persons recoms=-
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mended by organizations in the respective
groups; and three representatives of the gen-
eral public appointed by the Secretary.

(b) It shall be the duty of the Council to
advise the Secretary with respect to the
carrylng out of his functions under this title,
and to submit to the Secretary recommenda-
tlons with respect thereto, The Couficil shall
meet at least twice each year and at such
other times as the Secretary requests. At the
beginning of each regular session of the Con-
gress, the Secretary shall transmit to the
Senate and House of Representatives each
recommendation which he has recelved from
the Counecil during the preceding calendar
year and a report covering his activities under
this title for the preceding fiscal year, in-
cluding full information as to the number
of plans and their size, the results of any
gtudies he may have made of such plans and
this title's operation and such other informa-
tion and data as he may deem desirable in
connection with employee welfare and pen-
sion benefit plans.

(c) The BSecretary shall furnish to the
Council an executive secretary and such sec-
retarial, clerical, and other services as are
deemed necessary to the conduct of its busi-
ness. The Becretary .may call upon other
agencles of the Government for statistical
data, reports, and other information which
will assist the Councfl in the performance of
its duties.

(d) (1) Members of the Council shall each
be entitled to receive the daily equivalent of
the annual rate of basic pay in effect for
grade GS-18 of the General Schedule for
each day (including traveltime) during
which they are engaged in the actual per-
formance of dutles vested in the Council.

(2) While away from their homes or regu-
lar places of business in the performance
of services for the Council, members of the
Council 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 5 of the United States Code.

(e) Sectlon 14(a) of the Federal Advisory
Committee Act (relating to termination)
shall not apply to the Council.

REPEAL AND EFFECTIVE DATE

Sec, 115. (a) (1) The Welfare and Pension
Plans Disclosure Act is repealed; except that
such Act shall continue to apply to any con-
duct which occurred before the effective date
of this part.

(2) (A) ‘Section 664 of title 18, United
States Code, is amended by striking out “any
such plan subject to the provisions of the
Welfare and Pension Plans Disclosure Act”
and inserting in leu thereof “any employee
benefit plan subject to any provision of title
I of the Employee Benefit Security Act of
1974,

(B) (1) Section 1027 of such title 18 is
amended by striking out “Welfare and Pen-
slon Plans Disclosure Act” and inserting in
lleu thereof “tlitle I of the Employee Bene-
fit Security Act of 1974”; and by striking out
“Act” each place it appears and inserting in
Ieu thereof “title”.

(11) The heading for such section is amend-
ed by striking out “Welfare and Pension
Plans Disclosure Act” and in lieu
thereof “Employee Benefit Security Act of
1974".

(ii1) The table of sections of chapter 47
of such title 18 is amended by striking out
“Welfare and Pension Plans Disclosure Act™
in the item relating to section 1027 and in-
serting in lleu thereof “Employee Benefit Se-
curity Act of 1974."

(C) Bection 1964 of such title 18 is amend-
ed by striking out “any such plan subject to
the provisions of the Welfare and Pension
Plans Disclosure Act, as amended"” and in-
serting in leu thereof “any employee wel-
fare benefit plan or any employee pension
benefit plan, respectively, subject to any
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provision of title I of the Employee Benefit
Becurity Act of 1974"; and by striking out
“sections 3(8) and 6(b) (1) and (2) of the
Welfare and Pension Plans Disclosure Act,
as amended” and ins in lieu thereof
“sections 3(4) and 3(16) of the Employee
Benefit Security Act of 1974".

(b) Except as provided in subsection (c),
this part (including the amendments and re-
peal made by subsection (a)) shall take ef-
fect six months after the date of enactment
of this Act. 1

(¢) The provisions of this title authoriz-
ing the Secretary to promulgate regulations
shall take effect on the date of enactment of
this title.

{(d) In order to provide for an orderly dis-
position of any investments held on the date
of enactment of this Act, the retention of
which would be prohibited by section 111(b)
(1) (C), and in order to protect the interest
of the fund and its participants and benefl-
ciaries, a fiduclary may in his discretion effect
the disposition of such investment within
three years after the date of enactment of
this Act or within such additional time as
the Secretary may be rule or regulation al-
low, and such action shall be deemed to be in
compliance with section 111(b) (1) (C).

Mr. DENT (during the reading). Mr.
Chairman, I ask unanimous consent that
part 1 of title I be considered as read
and printed in the REecorb.

The CHAIRMAN. Is there objection to
the request of the gentleman from Penn-
sylvania?

There was no objection.

Mr. DENT. Mr. Chairman, I move that
the Committee do now rise.

The motion was agreed to.

Accordingly the Committee rose; and
the Speaker having resumed the chair,

.Mr. Boranp, Chairman of the Commit-

tee of the Whole House on the State of
the Union, reported that that Commit-
tee having had under consideration the
bill (H.R. 2) to revise the Welfare and
Pension Plans Disclosure Act, had come
to no resolution thereon.

GENERAL LEAVE

Mr. ULLMAN., Mr. Speaker, I ask
unanimous consent that I may revise and
extend my remarks and include extra-
neous matter on the pension bill, and
that all Members may have 5 legislative
days in which to revise and extend their
remarks and include extraneous matter
on this bill.

The SPEAKER. Is there objection to
the request of the gentleman from
Oregon?

There was no objection.

PROHIBITING USE OF COUNTER-
FEIT AND LOST OR STOLEN AIR-
LINE TICKETS

(Mr, FLYNT asked and was given per-
mission to address the House for 1 min-
ute and to revise and extend his re-
marks.)

Mr. FLYNT. Mr. Speaker, on behalf
of Mr. Moss, Mr. Epwarps of California,
Mr. McCrory, and myself, I have today
introduced legislation to amend title 18
of the United States Code to prohibit
the transportation or use in interstate
or foreign commerce of counterfeit,
fraudulent, altered, lost, or stolen airline
tickets.
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This Nation’s scheduled airline indus-
try has become a national target for
organized crime which is making a flour-
ishing business in the trafficking of stolen
and counterfeit ticket stock. During 1973
over 12,000 tickets were stolen from
travel agents in the United States. This
does not include the thefts from individ-
ual scheduled airlines. During 1973 one
carrier alone had approximately 49,000
tickets stolen, and approximately 8,000
have been recovered. Since each carrier
is responsible for its own ticket stock,
an industry total is not now available.
However, it is estimated that during the
last several years there have been as
many as 150,000 carrier tickets lost or
stolen in transit, presenting a tremen-
dous potential for airline loss. It is esti-
mated that the dollar loss to the sched-
uled airlines could be in excess of $20,-
000,000 for 1974, at a time when many
airlines are already in a difficult finan-
cial position.

Latest reports indicate one airline had
an operating loss of $55 million and an-
other $42 million in their most recent
accounting period. Additional losses from
stolen or counterfeit tickets would in-
crease these operating losses and cause
other airlines operating near the break-
even point to join those already suffering
net operating losses.

The problem involves theft from the
many thousands of individual travel
agencies plus the thefts from scheduled
airlines.

The investigation and prosecution of
stolen and counterfeit ticket stock poses
a severe problem for the police officials
in State jurisdictions. Stolen ticket stock
is seldom utilized where the theft oc-
curs—tickets being transferred quickly
from one jurisdiction to another, with
the prosecution beginning where the
stolen ticket is first utilized, often in a
State far removed from the initial point
of theft.

Organized crime has developed many
complex and devious methods for utiliza-
tion of stolen or counterfeit ticket stock.
And because of the multijurisdictional
nature of the criminal operation, local
law enforcement personnel are handi-
capped when investigating stolen ticket
operations and seeking prosecution.

The legislation I am introducing will
redefine the term “security” in title 18
and thus include airline ticket stock,
which does not presently qualify as a
security under title 18. The theft or
fraudulent use of airline ticket stock does
not presently qualify as 4 Federal crime.
It is absolutely necessary that airline
ticket stock be redefined and ineluded
under the Criminal Code as a thing of
value so that the travel agents and the
scheduled airline industry can seek the
assistance of the Federal Bureau of In-
vestigation in combating the burgeoning
national black market industry in air-
line tickets.

Introduction and subsequent passage
of this amendment to title 18 would
clearly provide the Federal Bureau of In-
vestigation the authority to investigate,
prosecute, and prevent the mass black

marketing of stolen and counterfeit
tickets.
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SOCIAL SECURITY TAX REDUCTION
PROPOSAL

(Mr. BURKE of Massachusetts asked
and was given permission to address the
House for 1 minute to revise and extend
his remarks and include extraneous mat-
ter.)

Mr. BUREE of Massachusetts. Mr.
Speaker, at this time I would like to
advise my colleague of the rapidly in-
creasing media coverage which is being
afforded to my social security tax re-
duction proposal that now numbers more
than 65 cosponsors. Many publications
have communicated the merits of this
legislation, among them, the Boston
Globe and the Boston Herald American,
both of which in editorial columns im-
plore this Congress to alleviate the gross
injustices involved in the social secu-
rity system. I belleve that these mes-
sages in the press are indicative of a pub-
lic mood, expressing a desire that this
burdensome and unfair tax be reduced.
I, therefore, summon my colleagues in
the House and Senate to respond to this
public plea. We now have a chance to
ease the financial hardship which is
visited upon the low- and middle-income
segment of our work force in the form
of the regressive social security tax. I
urge you to join with me in a real effort
to eorrect this grievance.

Various newspaper articles follow:
[From the Boston Globe, Feb. 11, 1974]
BUBEE TrYING To EAsSE INJUSTICES OF SOCIAL
SECURITY SYSTEM
(By David Wilson)

Massachusetts’ Rep. James A. Burke, who
is one of the best friends elderly people have
in Washington, has decided to try to do
something about the gross injustices in-
volved in the Soclal Becurity system, and one
can only wish him luck.

Burke, with three other Democratic mem-
bers of the House Ways and Means Commit-
tee and at least the benign attention of its
chairman Rep. Wilbur D. Mills, wants low-
income working people—and their employers
—+to carry less of the burden.

His proposal, embodied in legislation, is so
sensible and humane that it is hard to think
up any argument against it or figure out why
it has not already been put into effect.

By redistributing the impact of the tax
up the Income scale, it is possible to put
more money in the pockets of working people
in a time of severe inflation and at the same
time lower the cost of doing business for
employers.

The bill would eu‘t the payroll tax from its
present employer-matched 5.85 percent to 8.9
percent and increase the base subject
otgo the tax from the current $13,200 to $26,-

A person earning $13,200 now has a total
of §722.20 deducted from salary annually, If
the Burke bill passed, the tax would drop to
$6514.80. /

A person earning $25,000 now pays the
same $722.20. His annual tax would rise to
$975.

In addition, the revenues flowing from the
application of the reduced tax rate to the
larger wage base would help make it possible
to reduce the employer’s matching contribu-
tion from one-half to one-third of the total.

Economists generally agree that most of
the employer contribution would be paid out
to workers in wages If the money did not
have to be sent to Washington.

The bill also implies appropriation of some
820 billion in general tax revenues to sup-
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port the funding of Social Security, accord=
ing to Burke's staff,

It is not generally perceived that persons
who derive their income from rents, divi-
dends, capltal gains, etc.,, make no contri-
bution to the approximately $80 billion an-
nual pay-out of Soclial Securlty. Nor do Fed-
eral corporate income taxes or other sources
of government cash have any input. The
thing is entirely funded through the flat-
rate payroll deduction.

By placing some of the burden on the
progressively graduated income tax and other
Federal revenue sources, the blll would take
a Btep toward restoring Social Security to
its original role as income guarantor for old
people and placing the cost of its compas-
sionate soclal service function on general
government revenues, where it belongs.

Reducing the employer contribution to
one-third would, in Burke's view, have the
effect of reducing the employer’'s cost of do-
ing business, thereby making American
manufactured goods more competitive with
those of this country’s trading partners.

It seems unconscionable that a citizen at-
tempting to support a family on $10,000 a
year now has the equivalent of #1070 re-
moved from his earnings before he even
gets them.

It is generally agreed that for more than
half the working population—and that half
whose income is below the median—Social
Security taxes are more burdensome than
personal income taxes.

It is particularly unfair, I think, that per-
sons with large numbers of children to sup-
port—and birth rates are higher down the
economic scale—receive no relief from the
payroll tax. They are certalnly the folk who
need it the most.

The Burke bill represents a compromise
between those who fear or oppose any change
in the system and those who would finance
it entirely from generak funds. Because it is
not radical, it may not get the attention
it merits,

“It is high time,” Burke said in announc-
ing the bill, “that the burdens of the pro-
gram were spread more evenly throughout
the population. The obligation . . . falls to
heavily on the lower and middle income peo-
ple of the working force. The regressive fea-
tures of the present Soclal Security tax ac-
tually penalize their working, and it is a
long time before they reap the benefits of
their labor.” .

If you don't believe it, check the stub on
your pay check.

[From the Boston Evening Globe, Feb. 13,
1974

Now Is TiME FoR SocIAL SECURITY REFORM
FicHT

(By Joseph Levin)

This second sesslon of the 93d Congress, In
an election year, is an ideal moment politi-
cally to fight for reform of the Social Security
tax structure.

A strong move in that direction has been
mounted by Rep. James A. Burke of Massa~
chusetts and three of his colleagues on the
tax-writing House Ways and Means Coms-
mittee which would have to pass on the
measure before it gets to the House floor.
Burke's allles are Rep. James C. Corman of
California, Willlam J. Green of Pennsylvania
and Charles A. Vanik of Ohlo.

Their bill would reduce the S withholding
tax (which is matched by an employer pay-
Toll tax) to 3.9 percent from the present 5.85
percent. The wage base subject to the with-
holding and payroll taxes would rise from
the present $13,300 to $25,000. In addition,
the bill would provide for a three-way split
of the overall cost of the 8S program among
the US Treasury General Fund, the employer
and the employee.
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This bill would go far towards ironing out
the inequities in the S5 tax system. But
to call these inequities “Injustices,” as some
wrlters do habitually beclouds the issue. An
injustice would be for the SS Administra-
tion to refuse to pay a benefit for which one
is eligible, or connive with an employer or
worker to help them escape their tax burden.

The present 88 tax structure s not “injus-
tice” but simply inequitable and regressive.
The state Income tax is also regressive, but
you could hardly call it unjust when the
state’s voters In the recent referendum
refused to approve a graduated income tax.

What the Burke bill needs if it is to pass
Congress is overwhelming grassroots sup-
port—personal letters to your own Con-
gressmen do the most good. Support from
organizations likewise helps.

[From the Herald Advertiser, Feb. 24, 1974]

BELDERLY MALIGNED WHEN BLAMED FOR
IncrEASED COSTS

(By Wendell Coltin)

We do a “slow burn” everytime we see and
hear the elderly being maligned whenever
Soclal Security benefits and taxes are in-
creased.

There are people who are either unaware
of things with which they should be familiar,
or they ignore them in their writings and
mouthings.

Take, for example, this single paragraph
which appeared In a prestigious business

pa?er . They (new benefits) go to 29.83 million
retirees who have stopped contributing to
the system, as well as those who will soon
retire.”

Those 20-million beneficlaries are not all
retirees!

Furthermore, retirees who continue to
work pay Social Security taxes—contribu-
tlons—on their earnings.

Oh, you can be sure that when Soclal

" Becurity benefits are raised, elderly persons
who labored a lifetime will be put in a bad
light, made to look like parasites living off
the contributions of others who have come
behind them in the labor market.

Indeed, cash benefits are raised for the
elderly, who are on limited fixed incomes,
generally—and safely—speaking; but over-
looked by those who “put it all” on them in
their writings and oral commentaries is the
fact many others share the increases, too.
Would you believe 10-million; one~third of
the beneficiaries?

Why, some of the beneficiarles are just
infants! Some are students who are able to
continue their education beyond high school
with the help of monthly checks payable
on the earnings' records, under Soclal Secu~
rity, of deceased, disabled, or retired parents.
Some are even adopted children collecting on
earnings’ records of parents or grandfathers
who are ralsing them. Wonderful, isn't 1t?

We have a dear little friend—an adopted
girl now 10 years of age—whose father was a
victim of sudden death, by natural causes,
three years ago. The little girl and her
mother are receiving monthly cash benefits
under Social Security on the account of the
deceased husband-father. The mother has
said frankly she doesn’t know how they could
manage without Soclal Security.

The little girl will continue to receive
benefits until she Is 22, if she continues with
her schooling after age 18 and remains un-
married; just as there are many students in
college today—and others before them—
who were able to complete higher education
with the assistance of benefits on the ac-
counts of deceased, disabled, or retired
parents. b

The mother of the little girl, now receiv-
ing mother's benefits because she has in her
care a child entitled to benefits, will be able
after the child reaches 18—and her benefits
as & mother are terminated—to switch to a
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widow'’s account, because she will then be
in her 60's.

We know of several young men and
women who would have had to drop out of
school, or college, upon the sudden death
of Social Security-covered parents, but for
the benefits.

We are familiar with cases of disabled per-
sons, who have been able to qualify for
Soclal Security benefits. Fortunately, a long
overdue change in the Medicare law was en=-
acted In October, 1972—put into effect July
1, 1972—qualifying those disabled benefi~
ciaries under age 65 for Medicare in the 25th
month of their receiving cash benefits under
Soclal Security.

Like elderly retirees, these disabled per-
sons are on limited fixed Incomes, with high
medical expenses. They are not getting a
public handout. Certainly, the money they
contributed to Social Security helped finance
benefits for older persons who retired ahead
of them, but at the same time they were pro-
viding insurance for themselves against dis-
ability and also survivors’ Insurance for their
families, In the event of their death.

This recalls a conversation recently with
a man in a high Social Security position in
Baltimore. He related a conversation he had
with a young woman on the staff of a New
York TV outlet.

She pulled out that old chestnut of how
much money & person would have at 65 if
he banked every week the amount of money
taken out of his wages for Social Security.
Our friend told her he has a brother with
geven children and he “can't save a nickel,”
but if he should become disabled, his family
would be financially protected. Furthermore,
he is providing for retirement and bullding
an earnings' record for survivors insurance.

On occasions someone has mentioned to us
this matter of how much he—or another
contributor to Social Security might have—
if he were to put into the bank every week
the amount being deducted from his check
and we have come up with a stopper, when
we have inquired, “Can you save a $2 Christ-
mas Club every week?"”

All the Social Security benefits go to re-
tirees and ns soon to retire, do they?
How about the wife and nine children, ‘ages
7 to 17, of a wage-earner, who died at age 47
after a long 1llness. Also the three young chil-
dren of a woman who died as a result of a
kidney allment? She had sufficlent credits
for them to benefit.

Strange how cases come so guickly to
mind; such as that of the young father killed
in an automobile crash. His widow and two
children, under age five, qualified for bene-
fits of $405 a month. The 11 percent increase
this year will be welcomed In that house-
hold.

The need for reforming the Social Security
tax structure has been for many years, It has
been pointed up in thisw®olumn and in spe-
clal Soclal Security-Medicare sections we
have published. We expect the Social Security
tax burden to be given serious attention in
Congress this year and recently in our news
columns, we mentioned that U.S. Rep. James
A. Burke (D-Mass.), and three other high-
ranking members of the Ways and Means
Committee have recommended the current
rate of 5.85 for employer and employes be
reduced to 3.9 percent and the base lifted
from $13,200 to $25,000.

The Soclal Security tax burden has been
getting heavier for the lower and middle in-
come wage-earners. Burke has long advocated
that instead of the 50-50 split of the tax—
with the employe’s contributions matched by
his employer—the program be financed with
one third of the tax being pald by the em-
ployer, one third by the worker and the re-
maining third pald from general revenue.
There are persons who don't feel there should
be contributions from general revenue, de-
spite the need for rellef from the increas-
ingly heavy tax burden.
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The employe and employer's share would
be 3.9 percent for the years 1975 through
1977; and the proposed rates for self-em-
ployed persons, now 7.90 percent, would be
5.40 percent for 1875 through 1977.

One can sympathize with retirees on lim-
ited fixed incomes, who contributed to Soclal
Security over many years. One can also sym=-
pathize with young people trying to purchase
homes and ralse families in the face of
astronomical costs of living and having to
pay what has been called a regressive (Soclal
Security) tax; but let's not make the elderly
Bocial Becurity-receiving retiree look like a
villlan, or parasite. Along with being a cash
beneficiary on merits, he deserves to be a
beneficlary of fair reporting.

GASOLINE SHORTAGE

(Mr. PARRIS asked and was given
permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. PARRIS. Mr. Speaker, over the
last few days and weeks I have received
a great many letters from my constit-
uents concerning the energy situation.
My staff and I have tried to decide how
best to respond to the hundreds of letters
and the 200 to 300 phone calls we receive
everyday regarding the gasoline crisis.
Each letter and call is as different as the
Individual with whom it originated—and
yet they all have a great deal in com-
mon—a sincere concern about the incon-
veniences and serious repercussions of
our current gasoline shortages.

I have talked on several occasions with
Mr. Simon of the FEO, with independent
service station owners, with oil company
executives and on literally hundreds of
occasions with individual citizens. In try-
ing to fit the pieces of all this together,
the one thread that runs throughout the
mail and the conferences is frustration.
“Why can't someone do something?"”
“Why can't we pinpoint the problem
and, therefore, solve it?"” “Who is respon-
sible?”

The shortage of gasoline is a unique
problem to a unique society; it is felt
immediately by everyone. This is a psy-
chological and sociological phenomenon
amounting to cultural shock. An im-
minently personal inconvenience, felt at
once, by 200 million people in a society
almost totally dependent on mobility for
our livelihood, as well as the preservation
of our way of life, in a country with
instant mass media.

The oil industry runs the length and
breadth of the country—a dozen major
oil companies—service stations on every
corner in the smallest village and largest
city and scattered along roadways in be-
tween; a distribution system involving
countless thousands of trucks; a Federal
Government, renowned for its bureau-
cratic redtape. The brutal fact is that
trying to solve a problem of this magni-
tude and complexity, involving a giant
industry in a country of the size of the
United States, the citizens of which own
and operate over 60 million cars, is an
almost staggering challenge to all parties
involved—including the individual.

How to solve this crisis as quickly as
possible and as equitably as possible? The
possible solutions and corresponding dis-
advantages are:
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SOLUTION

Free gasoline market in which the law
of supply and demand raises the price
of gasoline so as to cause individuals to
be very frugal with its use.

DISADVANTAGE

Individuals on fixed and low incomes
will suffer the most, with increased costs
adversely affecting our already excessive
inflationary rates.

SOLUTION
Rationing.
DISADVANTAGE

Almost impossible to administer in an
equitable and efficient manner. During
World War II, when rationing was in
effect, there were black markets and
other criminal activities which resulted
from a situation that was found even
then, before the growth of our suburban
society, to be impossible to control. In
addition, any authorized amount of fuel
now being considered would make it im-
possible for many of our citizens to con-
tinue to commute to and from their
places of employment if all of their indi-
vidual allocation was used solely for that
purpose.

SOLUTION

Present system of allocation.

DISADVANTAGE

Some States apparently have no short-
age while others have gas lines miles long.
Again, we see tangible evidence of the
problems of administration and efficiency
of such a program. Clearly the present
allocation program, based on figures that
are 2 years old, has simply not worked
and is, in fact, magnifyving the problem.
The allocation formulas are currently be-
ing revised and in the event they do not
prove effective in bringing the available
supplies from the oil fields to the oumps
at the local station in the near future,
alternative programs or the termination
of the present system must be considered.

Is there a solution that has not been
considered?

It is my opinion that there is no ques-
tion that the oil industry benefits from
unusual tax benefits which must be
immediately reexamined, particularly
since they are poorly designed to meet the
Nation’s current needs in this time of
shortage. As you know, the principal tax
benefits that have been granted as a
unique advantage to the oil industry are:
Allowances for intangible drilling costs
deductible from taxable income; deple-
tion allowances of 22 percent of gross
revenues as compensation for the de-
creasing value of an oil property as it is
pumped out; and foreign tax credits per-
mitting a company to deduct from U.S.
taxes due the taxes which it pays to a
foreign government. These measures are
simply not designed to promote the real
solution to our problems—additional
supplies—as a result of increased domes-
tlc exploration.

The question of excess, or “windfall”
profits for the petroleum industry is one
which is receiving priority attention by
the Congress and the administration,
However, this is a hotly debated issue and
is one of the primary reasons for the
fallure to date of Congress to approve
the emergency energy bill. One must con-
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sider profits “excess” if they result not
from a corporation’s efficiency or inven-
tiveness, but from outside circumstances
that remove the normal resfrictions of
the free market and allow unreasonable
profits at the expense of the publie.

The current shortage establishes a set
of circumstances under which oil com-
panies have an opportunity to obtain
higher prices for their products than
normal conditions would justify. Some
modestly increased prices may be justified
and may have to be tolerated to provide
capital for indusiry expansion and addi-
tlonal supplies and production—the oil
industry estimates that financing the
costs of additional exploration, leasing
new oil fields, building refineries and dis-
tribution systems will require an awe-
some $800 billion between now and
1985—but Goverment policy should in-
sure that abnormal profits generated by
those prices are returned for the public
good—by capturing them through addi-
tional taxation. Simple justice demands
that no company or individual profits
unconscionably from a national crisis.

One of the major problems which the
Government now faces in dealing with
the energy crisis is the fact that under
existing law, there is no authority to de-
mand of the oil industry those facts and
figures necessary for proper governmen-
tal planning to compensate for the short-
ages we face today and in upcoming
months. I might add that without this
authority, there is currently no means to
insure that the price increases requested
by oil companies are actually justified.

Accordingly, I recently sponsored leg-
islation to require the petroleum industry
to report all oil and gas reserves, refinery
capacity and current production, and in-
ventories on all petroleum products on
hand to assist in dealing with the energy
crisis. In addition, my bill would author-
ize the General Accounting Office to in-
vestigate, audit, and verify the accuracy
of all information required by the Fed-
eral Government and would subject any-
one failing to provide the required in-
formation or submitting inaccurate in-
formation to heavy fines. The Federal
Energy Office is actively seeking the
enactment of this type of legislation, and
I have great hopes that the Congress will
approve the bill in the near future.

The end-of-the-month allotments now
being authorized by the Federal Energy
Office, and the additional allotment of
5 percent amounting to some 7.5 million
gallons of gasoline that we were success-
ful in obtaining for the Commonwealth
of Virginia recently, will help a little:
but represents only a temporary relief.
Although permanent additional supplies
can be expected in the future, allotment
shortages on a month-by-month basis
under the current program can be ex-
pected. The rest of the problem is the
lack of adequate information, on which
to base intelligent allocation decisions;
the fact that allocations are inherently
arbitrary; and in giving more to some,
you must give less to someone else,

Americans have made many sacrifices
in this and other situations that have
faced this Nation over the period of our
history. The simple fact is, however, that
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most Americans do not understand how
or why this particular situation exists or
the suddenness in which it arose. The
endless lines and traffic jams at the sta-
tions that serve our daily community and
business requirements must be elimi-
nated. Our citizens are looking to us for
a solution to this problem, and soon.
Simple justice and the preservation of
our way of life require that we take af-
firmative and early action to satisfy their
demands, regardless of what those steps
may be or how extraordinary these ac-
tions may seem. To do less would be un-
satisfactory and irresponsible.

COUGHLIN ANNOUNCES SIX-POINT
PLAN TO COPE WITH ENERGY
CRISIS

(Mr. COUGHLIN asked and was glv=-
en permission to address the House for
1 minute, to revise and extend his re-
marks and include extraneous matter.)

Mr. COUGHLIN. Mr. Speaker, I would
like to bring to the attention of my col-
leagues the following letter which I sent
on Friday, February 22, to Mr. William
E. Simon, Administrator of the Federal
Energy Office.

At that time I proposed to him a six-
point program requiring both legislative
and executive action to help alleviate the
energy crisis. It is clear that both the
Congress and the administration have
failed to act decisively on this matter,
and critical shortages have been felt not
only in my own State of Pennsylvania,
but in many other areas of the country
as well. I feel that the six proposals I
have made will provide a significant step
forward in encouraging domestic fuel
production and making additional fuel
supplies available to the general public.

It is important to note that one of my
recommendations already has met with
positive results. Shortly after the issu-
ance of my letter on Friday, Mr. Simon
announced the release of 24.39 million
gallons of gasoline to Pennsylvania in
recognition of severe emergency short-
ages in certain areas of the State. This
extra supply was in addition to 6 million
gallons which Pennsylvania had been al-
lotted on February 19.

While I am gratified by these recent
actions, these immediate results must
not overshadow the need for more long-
range and all-encompassing measures,
I commend your attention to my pro-
gram and urge your active cooperation
and participation toward its enactment
and implementation. Although I realize
that my proposals will not solve the ener-
gy crisis, I feel they do provide a corner-
stone on which to build, and I encourage
all Members of Congress to continue their
work toward making this country energy
self-sustaining.

The letter follows:

FEBRUARY 22, 1974,
Mr. WLLIAM E. Bimon,
Administrator, Federal Energy Office,
Washington, D.C.

Dear Brrn: The fuel shortage and spiral-
ing costs have reached disastrous proportions
in my Congressional Distriet as in many
others. At the same time, I have come away
from meeting after meeting with you and
other representatives of the Administration
with an increasing sense of frustration.
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As a ‘result, I would propose the follow-
ing six point program involving both legis-
lative and executive action to alleviate the
Immediate effects:

1. We have had an impossible time getting
Information on allocation formulas and fig-
ures. Can we not be told what percentage
of 1972 usage is allocated to Pennsylvania
and to other states? Can we not be given
the absolute figures as to the total number
of barrels and gallons allocated to Pennsyl-
vania? Can we not be fold the basis for
granting Pennsylvania a two percent increase
in allocations whereas some other states re-
celved a five percent Increase?

‘Within Pennsylvania itself there Is an
urgent need to reallocate fuel from surplus
areas to sh areas. The three percent
allocation to the state for emergency pur-
poses is not sufficient to cover geographic dis-
parities because of different growth rates In
different parts of the state and the fast grow-
ing suburban areas are particularly short-
changed. Until this is corrected and in view
of the admitted shortcomings of the original
allocation plan, I urge you to release im-
mediately to hard-pressed Pennsylvania ad-
ditional supplies of gasoline which are re-
ported to be more than adequate in storage
facilities.

2. As a result of substantial savings of fuel
by the American people, I understand that
the originally predicted 2.7 milllon barrels a
day projected shortfall for 1974 has been re-
duced to one million barrels a day or less.
‘This shortfall could be made up from the
following sources all of which are estimated
to be available within from three months to
one year:

A total of 300,000 barrels a day from the
Elk Hills Reserve. I voted to appropriate the
funds to tap this reserve last year but the
proposal is still being held up by the Armed
Services Committee. I ask you to join in
impressing upon the Committee the urgency
of releasing these reserves.

A total of 300,000 barrels per day savings
from 42 power plants now using petroleum
which could be easily converted to coal.
These plants have all been identified by the
Environmental Protection Agency as pro-
viding a minimal risk to the environment if
converted. I supported this move in Con-
gress, The authority for this is in the Energy
Emergency Act still before the Congress and
I urge your assistance in retaining this pro-
vision in the measure.

A total of 500,000 barrels per day could
be available within a year from the West
Coast of California.

These two sources and one savings would
more than make up the shortfall projected
by your office, and the program should be
implemented immediately.

3. Encourage importation of foreign erude
in particular by the independents. It appears
that such crude is available on the world
market, even though the cost of such crude
might translate into a price of 756 cents per
gallon of gasoline. This would help allow an
individual who must have gasoline for his
livellhood to at least be able to obtain it.

4. Independent service station dealers
must be allowed to take into account in-
creased costs. Early action is needed to avoid
shutdowns by dealers who are being forced
to absorb these costs. If they cannot receive
& price increase to avold such shutdowns, I
suggest they e permitted to add a service
charge to each bill in a percentage sufficient
to cover this.

5. The tax credit for forelgn royalties re-
celved by the international oil companies
would appear to have the unfortunate effect
of encouraging the oll companies to co-
operate with the producing nations to in-
crease the royalties and consequently the
cost of oll to the American consumer. The
higher the royalties, the greater the tax
credit and the larger the profit to the inter-
national oil company. This has at least been
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& substantial factor in the soaring profits of
the international oil companies at the con-
sumer's expense. Although I know that this
is a legislative matter, encouragement from
your office could help to alleviate this situa-
tion. This provision must be eliminated or
modifled.

6. While I realize that the President al-
ready has some authority to curtail exports
of petroleum products from the United
Btates, I am cosponsoring legislation to
clarify that authority. I would urge that the
President exerclse existing authorities to
curtail exports where that action would not
create a retallatory action that would have
an adverse effect on fuel supply in the
United States.

I would appreciate your attention to and
comments on these proposals on a high
priority basis. We need answers—and
quickly.

‘With all best wishes,

Cordially,
LAWRENCE COUGHLIN,

SENATOR GOLDWATER HAS NOW
BEEN PROVEN RIGHT

(Mr. ROUSSELOT asked and was
given permission to address the House
for 1 minute, to revise and extend his
remarks and include extraneous matter.)

Mr. ROUSSELOT. Mr. Speaker, Col-
umnist James J. Kilpatrick has sounded
a note of interest to which many Ameri-
cans now probably subscribe; that is,
that Barry GoLDWATER, in 1964, stated
many truths. At that time people were
not willing to listen, but he has now
proven to be correct. It is unfortunate
that there sometimes has to be a passage
of time before we can properly evaluate
statements of truth that are given to us
by leaders who try to explain their hon-
est thoughts and convictions. I urge my
colleagues to read carefully the remarks
of James J. Kilpatrick which appeared
in yesterday’s Washington Star-News as
they relate to the senior Senator from
Arizona who bore the standard of the
Republican party in 1964:

INn MANY HEARTS BARRY'S STILL RIGHT
(By James J. Eilpatrick)

The text of a speech delivered In Washing-
ton on Feb. 6 has just come to hand, It was
& honey of a speech, and it prompts me to
wonder aloud If its author, Sen. Barry Gold-
water, could be talked into running for presi-
dent once more,

A prudent columnist knows better than to
ask the senator himself about this, for the
senator would only say “no,” or maybe “hell,
no.” And there’s no point in drowning a nice
warm Idea in cold water. The proposition
ought not to be brushed aside.

When the senator ran as the Republican
nominee in 1964, every conceivable political
factor counted against him. He himself was
little-known; he came from a small state
with no political clout; from the very night
of his acceptance speech, partly through his
own fault, he was unable to shake an image
of right-wing extremism. John EKennedy had
been killed in November 1963; Lyndon John-
son still commanded enormous support; the
country was not about to vote for a third
president in barely a year. Goldwater polled
a respectable 27 milllon wvotes, but he got
swamped In the electoral college.

The situation is wvastly different now.
Goldwater is “Mr. Republican.” He has grown
in the country’s respect and affection. He is
untouched by Watergate. He was born in
1809, which would make him 68 at inaugural
time in 1877. It would be pretty old for an
incoming president—but we hear much talk
of Nelson Rockefeller (1908), Ronald Reagan
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(1911), and Henry Jackson (1912). It would
be interesting to see Dr, Gallup test Gold-
water's name in an iffiness poll: If the elec-
tion were being held tomorrow, how would
Goldwater do against Ted Eennedy? He
might do remarkably well.

Goldwater began by criticizing the typleal
performance of an ill-prepared businessman
before a congressional committee. He warned
the industrialists that they must expect
tough questions prepared by “brilliant
young stafl members who mistrust or totally
disbelleve the attributes of the enterprise
system.”

Turning to broader themes, Goldwater
took note (by implication) of recent legis-
lative trends affecting rallroads, health care,
communications, and petroleum: “I belleve
that competitive enterprise is now face to
face with one of the greatest threats in this
country's 100-year history."”

Determined forces are working toward na-
tlonalization, Goldwater said, though they
call it something else. “You can butter up
the term, sweeten it, pour syrup on it, do
anything you want with it—but it is nothing
but socialism, and that 1s the system that
has never done anything for any people.”

Goldwater urged the industrial leaders to
promote the profit system in their own com-
munities, to compete in the intellectual mar-
ketplace of ideas, and to employ all the
legitimate means at their disposal in sup-
port of candidates who belleve in private
enterprise. He wound up with a ringing de-
fense of economic freedom, which he termed
“the essentlal freedom.” What good is the
right to life, Goldwater asked, “if a man
does not control the means to life?"

It was a real bell-ringer of a speech, clear
and clean. It recalled Goldwater's fine little
book, “The Conscience of a Conservative,”
written 15 years ago, and it echoed the best
of his campalgn speeches of 1964. The Re-
publican slogan in that election was, “You
know in your heart that he's right.” Ten
years later, Barry Goldwater is still right, and
a great many concerned Americans still know
it in their hearts.

PRIVACY FOR AMERICAN CITIZENS

(Mr. KOCH asked and was given per-
mission to address the House for 1 minute
and to revise and extend his remarks.)

Mr. KEOCH. Mr. Speaker, it has been
revealed by the media that the FBI has
made available files on Members of Con-
gress and the public for the purposes of
intimidation. The New York Times on
February 25 stated:

The source recalled one Senator who had
been told of an investigation concerning his
daughter, a college student who had “gotten
involved In demonstrations and free love”,
and a Republican Representative who had
been told the Bureau possessed evidence in-
dicating that he was a homosexual,

“We had him in our pocket after that,” the
source sald of the Representative, He added
that he could not recall the Senator, a liberal
Democrat, ever criticizing the F.B.I. in public

The President just established a Cabi-
net-level White House committee “to
draw up safeguards for protection of the
privacy of individual citizens against mis-
use of information about them stored in
computers.” The names of “over 150 mil-
lion Americans” are now in computer
banks “scattered across the country” he
said. “Data banks affect nearly every
man, woman, and child in the United
States”, he added, and the result is often
that the citizen’s right to privacy is “seri-
ously damaged—sometimes beyond re-
pair.”
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He further said:

Frequently, the side effect is financial dam-
age but it sometimes goes even further. Ca-
reers have been ruined, marriage have been
wrecked and reputations bullt up over a
lifetlme have been destroyed by the misuse
or abuse of data technology in both private
and public hands.

I would like to point out to the Presi-
dent and others interested in this sub-
ject that this is not a new matter. While
I am pleased that there is new concern
about this matter, legislation has al-
ready been drafted. No new commissions
or studies are needed. In fact the De-
partment of Health, Education, and Wel-
fare released a report on the need to
provide safeguards to protect the citi-
zens of this country from the overzealous
collection of information now going on
In both the public and private sectors.
This report was the result of a study
conducted by the Secretary’s Advisory
Committee on Automated Personal Data
Systems, and was released July 1973.

It was on February 19, 1974, 5 years
to the date after I first introduced the
first privacy bill in Congress, H.R. 667,
that hearings were held on that legisla~
tion. Today the administration chose to
testify against the bill.

What must be avoided is an attempt
to defer legislation by calling for new
studies which are unnecessary.

When I ascertained that the FBI had
been accumulating dossiers on Members
of Congress, I along with Congressmen
BENJAMIN RoOSENTHAL and JONATHAN
Bincaam asked the Director of thet FBI
to provide us with our respective files.
The FBI did not do so and so the three
of us inifiated a lawsuit to compel the
opening of those files to us, Subsequent
to the lawsuit, FBI Director Kelley an-
nounced he was modifying his prior re-
fusal to make our files available to us. I
have received my file which includes
newspaper clippings, a flyer which lists
my opposition to the Vietnam war, my
correspondence with the FBI on the sub-
ject of dossiers, my testimony against
Acting Director Patrick Gray’s confirma-
tion before the Senate Judiciary Com-
miftee and a fact sheet which opened
my file with the FBI when I was elected.
That fact sheet is very interesting and I
am setting forth the information exactly
as it appears.

Novemser T, 1968.
U.S. GOVERNMENT MEMORANDUM
Mr. Bishop.
Mr. A. Jones,
Edwin 1. Koch (D-New York), Congressman-
elect—1Tth District.
DETAILS

On 11-5-68 Democrat Edwin I. Koch of
New York City, was elected to the 17th Con-
gressional District seat held by retiring Repr.
Theodore R. Eupferman (R). Koch who was
born in 1924 in New York Clty attended the
College of the City of New York and received
his LL.B. degree from New York University.
He i8 a former councilman and has been a
Democratic leader since 1963.

INFORMATION IN BUFILES

A check of Bureau indices reflects no refer-

ence identifiable with Koch.
RECOMMENDATION
None. For information.

If the FEI failed to ascertain correctly
what my name was, it has always been
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Edward and never Edwin, one cannot
help but speculate on what other inac-
curacies its voluminous dossiers contain.
There is no question but that the FBI
and every other agency has a legitimate
interest in collecting certain kinds of in-
formation needed for Government busi-
ness. There is also no question that there
must be limitations on the kind of infor-
mation collected and how it is wused.
There is a balance to be maintained,
however between the need for informa-
tion and the need for personal privacy.

I have introduced two principal bills to
regulate the collection and maintenance
of information on individuals. The first
is HR. 667, as amended, which I have
mentioned earlier. It affects all Federal
data collections. Basically it would per-
mit an individual to inspect a file main-
tained on him by a Federal agency, sup-
plement and correct information in his
records, and remove erroneous material,
Regulations for data collection and
maintenance would be published for
public review by each agency. Exceptions
to the disclosure rule would be made only
for files held for national defense and
foreign policy purposes and law enforce-
ment investigations.

A complementary bill, H.R. 9759, would
provide similar protection to individuals
from abuses by private and non-Federal
public data banks. The provisions of this
bill, now before the Judiciary Commit-
tee, would be implemented by a Federal
Privacy Board which it would establish.

I hope that the Judiciary Subcdmmit-
tee on Civil Rights and Constitutional
Rights will schedule this bill for early
hearings.

The problems have been recognized.
Now we must make certain we deal with
them, not with more studies, but with
legislation long overdue.

COAL ,STRIP MINING BILLS
COMPARED

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
man from California (Mr. HosMER) is
recognized for 30 minutes.

Mr. HOSMER. Mr. Speaker, tomor-
row the House Interior and Insular Af-
fairs Committee will decide between H.R.
11500 and H.R. 12898 as the vehicle for
marking up its proposed legislation reg-
ulating surface coal mining operations.

COMMENT ON BASIC DIFFERENCES

The basic difference between H.R.
11500 and H.R. 12898 is the philosophy
underlying their respective approaches
to regulating strip mining to the end that
unconscionable abuses of the environ-
ment characteristic of the past will not
be the pattern of the future.

H.R. 11500 is Federal control and hard-
nosed in its approach. It overweighs en-
vironmental values and underweighs en-
ergy values, seeming almost to tackle the
surface mining problem by imposing
such severe and detailed regulations that
coal mining will be driven underground.

H.R. 12898 relies on the States to regu-
late and do so strictly. It brings in the
Feds when they won't. It weighs environ-
ment and energy values evenly, recog-
nizing some limited deterioration of the
environment as the price for availability
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of coal from surface mines as an essen-
tial energy resource. Thus its demands
are comparatively less rigid and inflexi-
ble while still preserving essential en-
vironmental values.

ADMINISTEATION POSITION

The Nixon administration in its Feb-
ruary 6, 1974, letter to Mr. Haley objects
to H.R. 11500, saying that the bill goes
too far toward the environmentalist
viewpoint and will make it very expen-
sive and quite difficult to dig the coal
needed to replace petroleum which is
either unavailable or for other reasons
can no longer be depended upon to meet
the Nation’s energy demands. No sug-
gested amendatory language is supplied.

The Nixon administration in its Feb-
ruary 22, 1974, letter to me says that
HR. 12898 goes too far in its weighing
of energy values in relation to environ-
mental values, but recommends it as a
superior vehicle for markup purposes.
The letter lists 12 recommended changes
toward the direction of H.R. 11500 and
supplies the suggested amendatory
language.

COMMENT ON MAJOR SPECIFIC DIFFERENCES

BETWEEN THE TWO BILLS
DOWNSLOPE PLACEMENT OF SPOIL

H.R. 11500 dictates that the only spoil
allowed to go downslope is that from the
initial cut necessary to gain access to the
seam. Thereafter additional spoil must
be placed behind the initial and subse-
quent cuts, no matter what, and that can
be a difficult or prohibitive way to mine.
H.R. 12898 allows some flexibility. When
environmental damage can be avoided,
the regulatory authority can permit
other spoil from uncovering the seam to
be placed downslope if it is shaped,
graded and revegetated. No other or ad-
ditional spoil is allowed downslope. More
than 100 million tons of current coal pro-
duction per year comes from steep
slopes. Much of it is unlikely to be mined
unless this difficulty with H.R. 11500 is
removed by H.R. 12898.

EETURN TO ORIGINAL CONTOUR

The demand in H.R. 11500 for the re-
turn of the land after mining it to its
approximate original contour also would
impede, and in many cases, prohibit ac-
cess to this same 100 million tons of cur-
rent coal production and future in-
creases in the production. H.R. 11500
requires the return even though in some
cases it may stand in the way of slope
stability and erosion control. H.R. 11500’s
meager discretion for relaxing this re-
quirement is unrealistically rigid. HR.
12898 sensibly says that you have to pro-
tect streams against siltation and acid
runoff, insure the stability of slopes, and
guarantee that revegetation does occur—
but it also sensibly says that you do not
have to go to all the trouble and expense
of returning to original approximate
contour in cases where, after mining, the
land can be put to an equal or better
use without doing so.

Note: 100 million tons of coal displaces
about 400 million barrels of oil.

OPEN FIT MINES

Strip mines and open pit mines are two
vastly different things requiring totally
different treatment. HR. 11500 attempts
to deal with these and does so badly.
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H.R. 12898 recognizes the problem, does
not complicate this bill with it, but leaves
the matter open to a separate legislative
approach, where it belongs.

COVEEAGE OF UNDERGROUND MINES

H.R. 12898 is clearly limited to sur-
face activities of underground mines.
H.R. 11500 is ambiguous as to whether
subsidence caused by underground activ-
ities is also covered, thus unnecessarily
opening up an area for litigation and
disputation.

TIMING OF THE REGULATORY PROGRAM

H.R. 11500 directs the Secretary of the
Interior to develop a regulatory program
within 18 months, and new mining starts
on Federal land would be prohibited in
the meantime. By the time impact state-
ments are drafted and circulated, admin-
istrative hearings and court actions con-
cluded and leases issued, 2% to 3 years
could go by before anyone could get a
license to open a new surface coal mine
on public land. Alternatively, HR. 12898
puts its interim performance standards
in effect 90 days and does not prevent the
licensing and opening of new mines com-
plying with these standards, The Nation’s
need for coal to replace petroleum is not
ignored.

DESIGNATION OF LANDS UNSUITABLE FOR MINING

Both bills require States to designate
areas unsuitable for strip mining, Both
base it upon the suitability of land for
reclamation after mining. HR. 11500,
however, goes into considerable details
as to the definition of such lands and
locks them up permanently. HR. 12898
applies a much simpler test: it sayslands

which cannot be reclaimed under appli-

cable standards are unsuitable for min-

ing. If at sometime thereafter, new tech-

niques emerge for reclamation which do

E:etdthe standards, then permits can be
ued.

ENFORCEMENT
Both bills provide for Federal enforce-

ment if States fail to act. H.R. 11500 gets

the Federal Government in quicker and
deeper and out slower. It also threatens
Federal injunctive action at an earlier
time and otherwise generally undermines
the philosophy of State responsibility and
State accountability.

MINING ON CERTAIN FEDERAL LANDS

H.R. 12898 provides for existing laws
as to where mining can take place on
Federal lands fo remain in effect. But,
H.R. 11500 would set up a new series of
“no-no” mining areas, such as within
national park boundaries, national for-
ests the national wildlife refuges and
preservation system and wild and scenic
river systems.

CONFIDENTIALITY OF DATA

HR. 12898 gives protection against
unauthorized disclosure or use of propri-
etary data. H.R. 11500 contains no such
provision except as to information on
mineral seams.

CITIZENS BUITS

H.R. 12898 limits them to persons ag-
grieved by action or inaction of a regu-
latory authority. H.R. 11500 allows any-
body, aggrieved or not, to sue—as such it
is-a wide open invitation for endless liti-
gation.

[ ]
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CESSATION ORDERS

Federal inspectors under H.R, 12898
can shut down operations when the op-
erafor is alleged to be in violation of the
act, Under H.R. 11500 the order can be
issued whenever the operator is alleged
to be in violation of any requirement of
the act or any permit condition.

RECLAMATION OF ORPHAN LANDS

No provision in HR. 12898.
MINERAL EDUCATION INSTITUTES

No provision in H.R. 12898.

ADMINISTRATION OBJECTIONS TO BOTH BILLS

Although preferring H.R. 12898 as a
markup vehicle, the Nizxon administra-
tion wants a number of cHanges which-
ever bill is selected for markup. It puts
its recommendations for changes in H.R.
11500 in a letter to the chairman of the
House Interior and Insular Affairs Com-
mittee under date of February 6 and for

changes in H.R. 12898 in a letter to me as -

ranking member under date of Febru-
ary 22. The salient objections to each bill
involved the following subjects:
O=BJECTIONS TOo H.R. 11500

1. Interim program.

2. Designating lands unsuitable for surface
coal mining.

3. Protection of public areas.

4. Performance criteria.

&. Restoring original contour.

b. Hydrologic.

¢. Impoundments,

d. Underground mine buffer.

€. Explosives.

f. Augering.

5. Underground mining.

6. Public notice and hearings; Decisions of
Regulatory Authority and Appeals.

7. Federal enforcement.

8. Abandoned mine reclamation fund.

9. Responsibility for surface mining rec-
lamation program.

10. Program for non-coal mine environ-
mental impact control.

11. Procurement.

12. Continuing Federal Grants to States.

13. Burface owner protection.

14. Mining and mineral researcH centers.

OeJECcTIONS TO HR. 12898

1. Spoll on downslope.

2. Surface disturbance incldent to under-
ground mining.

3. Open pit coal mining.

4. Air and water quality-concurrence of
EPA

5. Citizens sults.
6. Impoundments.

ggﬂxceptlon to interim performance stand-
ards. 3

8. Time limits for actions on permits,

9. Steep slope definition.

10. Judicial review.

11. Federal enforcement.

12. Performance standard departures for
developing new technology.

MINING INDUSTRY POSITION

Insofar 2s I can ascertain, the min-
ing industry is unalterably opposed to
H.R. 11500 on the basis that no one can
dig much coal under it and that it would
hardly be worth while te try doing so,
considering the detailed and oppressive
regulatory pattern of the bill, the expos-
ure to harassing lawsuits and criminal
penalties and its other deterrents to en-
terprise. On the other hand, the industry
seems to be alterably opposed to H.R.
12898, hoping some of the strictness of
its regulation will be toned down, but
possibly willing to swallow the thing if it
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passes, in which event they would make
an honest effort to dig coal under it.
CONCLUSIONS

From the foregoing it is almost impos-
sible to make any definitive conclusions
about what is likely to happen. Too many
people are sour about too many things.
The parliamentary position Wednesday
is that of taking a vote on substitution of
H.R. 12898 for H.R. 11500 as the markup
vehicle.

My guess is that, should the substitu-
tion be approved, considerable by way of
amendments along lines proposed by
the administration will ensue and the
amended H.R. 12898 will eventually make
its way past the Interior Committee, past
the Rules Committee, and past the
Hcuse, all by small margins

If, on the other hand, the environmen-
tal coalition insists on having its way
and HR. 11500 is the markup vehicle,
then I think these people will be able to
vote down most amendments to the bill
and that there will be sufficient objec-
tion to it from enough sources to insure
that it will never see the black of print.

These zealous people will have won
their battle and lost their war. All the
people of this Nation will have to wait
another year for reasonable legislation
to protect the country from the depreda-
tions of such operators in the surface coal
mining industry as are unconscionable
and callous to the legitimate environ-
mental objectives of our society. That will
be too bad.

CLEAN WATER PROGRAM

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
man from New York (Mr. Grover) is
recognized for 5 minutes.

Mr. GROVER. Mr. Speaker, reference
is made to my remarks of February 13,
1974, in whiech I discussed the implemen-
tation of the Water Pollufion Control
Act Amendments of 1972.

In view of the numerous typographical
errors which appeared in the reprint in
the Recorp of February 14, 1974, I ask
unanimous consent that the Recorp be
corrected accordingly and that I be per-
mitted to resubmit my remarks in their
entirety:

Mr. GROVER. Mr, Speaker, the chair-
man of the Subcommittee on Investiga-
tion and Review of the Committee on
Public Works, my good friend from
Texas, Jim WricHT, and the ranking
minority member, my good friend from
New Hampshire, Jim CLEVELAND, deserve
a full measure of credit for initiating
hearings on our clean water program.

Just over 2 years ago,-.the Congress
passed over the President's veto of the
1972 amendments to the Federal Water
Pollution Control Act. This massive new
approach toward providing the quality of
water that our Nation needs and deserves
was hailed as the finest piece of environ-
mental legislation ever passed by the
Congress. Even so, those of us who served
on the committee of conference on the
part of the House were concerned at that
time that control requirements by specif-
ic dates may have been too strict. The
agreement reached with the representa-
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tives of the other body, however, was
embraced by all, and we expected great
progress in our wafter pollution control
efforts.

I recognize that the Congress set out
many and varied, new and difficult re-
quirements in the legisiation. However,
we did not expect that our requirements
would become stumbling blocks and ex-
cuses for not making the water pollution
control progress which we expected and
required. The bill set requirements that
were stringent. We expected, however,
that a new, dedicated, energetic agency
would seize every opportunity to move
ahead rather than delay the effort.

It seems to me from what I heard dur-
ing the 3 days of hearings held to date
that there has been a strong tendency to
use opportunifies to delay rather than
forthrightly to develop techniques and
methods consistent with the law for mov-
ing ahead. We heard one witness state
that the Environmental Protection
Agency tended to adopt a rigid interpre-
tation of the law when a rigid interpre-
tation would add delays, and that the
Environmental Protection Agency tended
to adopt a flexible interpretation when a
flexible interpretation would cause de-
lays. I certainly hope this has not been
the case, because I know there are many
able and dedicated people within the En-
vironmental Protection Agency. Unfor-
tunately, one who had the opportunity
to participate in the subcommittee’s
hearings, as I did, is led to believe that
where there is smoke there must be fire.
There have been delays, and they all do
not have a reasonable excuse.

One overriding aspect of the 1972
amendments was clearly defined in sec-
tion 101(b):

It i1s the policy of the Congress to recog-
nize, preserve, and protect the primary re-
sponsibility and rights of States to prevent,
reduce, and eliminate pollution, to plan
the development and use ... of land and wa-
ter resources and to consult with the Ad.
ministrator In the exercise of his authority
under this Act.

We meant what we said.

As we have learned from our hearings,
it is obvious, neither this policy as de-
clared by the Congress nor the spirit of
the law that was enunciated has been
carried out.

Some States, certainly not all, have
had, do have, and will continue to have
superior capabilities to handle water pol-
lution control programs. It is incumbent,
upon the Environmental Protection
Agency to recognize the capability of the
States, to coordinate with the States, to
turn over as much as possible to the
States, and then to depend upon the
States to do the job.

I urge the Environmental Protection
Agency to concentrate their efforts in
the next few months on determining how
they may lawfully structure the grant
program and operate it in a manner to
start more new construction projects. I
urge the Environmental Protection
Agency to work with the States and
municipalities to get more new construc-
tion underway. On the other hand, I urge
the Congress, and particularly the other
body, to recognize that it is more impor-
tant to get new construction projects
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started, consistent with the intent of the
law, than it is to dot every “i” in every
regulation and requirement.

I, at this time, would like to urge the
Subcommitiee on Investigation and Re-
view to continue these most worthwhile
hearings on the water pollution control
program throughout the next 5 or 6
months or more. I would suggest that
the Members and staff consider at least
3 days of hearings each month to review
various aspects of the water pollution
control program.  For example, I be-
lieve it will be useful to devote our
scrutiny to the questions of industrial
effiuent limitations; the impact of the
user fee requirements; the research and
development program; the planning pro-
gram, or lack of it; the enforcement pro-
gram; control of toxic materials; and
last but not least, the results in the way
of clean water that have been achieved
to date.

An important and laudatory effort has
been started by Chairman Jmm WricHT
and Jrm CLEVELAND and the subcommit-
tee. There is a lot more to do, Mr. Speak-
er, and I look forward to the coming
months,

LABOR—FAIR WEATHER FRIEND,
NO. 1

The SPEAKER pro tempore. Under
a previous order of the House, the
gentleman from Texas (Mr. GONZALEZ)
is recognized for 5 minutes.

Mr. GONZALEZ. Mr. Speaker, I come
from a State where not very long ago
organized labor was only slightly more
respectable than communism. Decades
into the 20th century, labor organizers
would be hounded and even run out of
Texas towns by overzealous local sher-
iffs—not- because they had violated any
law, but simply because the local pan-
jandrums wanted nothing to do with
labor. Indeed, my State still has as com-
prehensive a set of antilabor statutes as
you can find anywhere.

When I first began to get involved in
politics the worst thing that you could
do was admit that labor had a right to
organize and bargain collectively. It was
the kiss of death to be endorsed by a la-
bor union. Politicians in those not-so-
distant days secrambled to see who could
be the most antilabor, just as then Dick
Nixon made it a contest to see who could
be the most anti-Communist.

But I believed that labor had a right
to organize. I admired the coursge and
tenacity of those who worked against in-
credible odds, and even at personal dan-
ger, to organize labor unions. And when
they succeeded, I was happy that at least
some of those unions worked hard to
upliff their members—by offering them
courses in citizenship, by teaching them
their rights, and defending them, and by
countless other small efforts that only
the truly dedicated would undertake. So
I defended the right of labor to orga-
nize, and made it plain that I would
never deny that right.

People told me that this was a liability,
and in a sense, it was. There was no vot-
ing power of any consequence in orga-
nized labor; I got no money from the
unions, except what a few members could
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spare; and I had to bear the brunt of
attacks equating me with what my op-
ponents were pleased to call labor goons.
There was no such thing as COPE. So
my support of organized labor did not
come painlessly, or without cost, but I
was glad to do it, because I believe that
workers have a right to organize and act
in their own behalf,

All during my career, organized labor
has looked with favor on my voting rec-
ord—as good as any, they would say, I
was glad to have the praise, and glad
too when labor in Texas started to be-
come respectable, if not yet strong in
terms of membership.

In short, without detailing the story,
I think that by any standards, including
those of labor itself, I have been a stead-
fast friend of labor and the workingman.

But I am like anyone else. I have my
share of enemies in labor. That is under-
standable. What has surprised me is that
the great movers and shakers of orga-
nized labor seem fo think these days that
Henry GonNzALEZ is one steadfast friend
they can do without.

This painful discovery came about
when not very long ago I was attacked
by something called the Labor Council
for Latin-American Advancement. As it
turned out this organization had not at
the time even been established, except in
name, and to this day has no real struc-
ture. The attack was engineered by a few
of my more dedicated enemies, for rea-
sons that they alone can undersftand.

What surprised me was that these fel-
lows have access to all the organs and
instruments of the AFL-CIO. And when
I aked the AFL-CIO what I had done to
deserve this slander from an unheard of
instrumentality of theirs, I got no answer
at all, not even the courtesy of a reply.
I tried again, but without any success.
Only a few of my friends in the labor
movement have asked to hear the facts,
or spoken out in my defense,

With this experience I can better
understand how the great chieftains of
the AFL-CIO have been able to cozy up
to their heretofore mortal enemy,
Richard Nixon, and how they have
turned on him again. It seems that they
were much more interested in obtaining
some momentary, elusive advantage
than in defending the real interests of
their friends and members. It is hard to
stand for truth and right when the
tables of the powerful and wealthy are
laid before you.

So here I am, after years of being a
steadfast friend of labor, unable to be
heard in the councils of its mighty, ap-
parently unworthy for them to speak a
word in response to my questions.

My principles have not changed. I still
believe in the right of the workingman
to organize and bargain collectively. But
I can only wonder now if labor will stand
by those who have stood by them. It does
not change my principles, offended
though I have been. But I have seen the
shadow of a fair-weather friend, and
only wonder today if it means anything
to labor that it does have friends of long

I can only wonder if labor today de-
serves the epitaph of the great Inca his-

torian Garciloso de la Vega, who mourn-
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fully wrote of the fallen Inca, centuries
ago:

Who is to counsel the willful and power-
ful, confident of themselves . . . Such a per=
son does not seek advice, does not want to
receive it, and cannot abide those who are
willing to give it.

DEVELOPMENTS IN SOUTH ASIA

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
man from Indiana (Mr. HaMiLTON) is
recognized for 5 minufes.

Mr. HAMILTON. Mr. Speaker, I would
like to bring to the attention of my col-
leagues an important, recent event that
serves well the cause of peace in one
strife-torn region of the world. I refer
to Pakistan’s decision to recognize its
former eastern province, Bangladesh,
as an independent and sovereign state.

While this recognition has only been
announced and has not been backed up
by deeds, it has caused some criticism
in Pakistan, but it does represent an im-
portant move on the part of the Gov-
ernment of Pakistan. We should credit
Pakistan for helping to advance the
cause of peace in South Asia and for try-
ing to help resolve some of the complex
problems that divided and brought con-
flict and misery to the subcontinent in
1971.

A lot was heard at the recent Lahore
Islamic Conference about Muslim unity
and oil prices and availability problems,
but the most significant product of that
conclave had little to do with the meet-
ing itself. The simple arrival of Shiekh
Mujibur Rahman, Prime Minister of
Bangladesh, in a country where he was
a prisoner less than 30 months ago, evi-
dences a will on the part of both Bang-
ladesh and Pakistan to turn a new page
in their relations. Whether this recogni-
tion move was long overdue or not is not
the issue. The issue is that peace in South
Asia is essential so that these poor states
can gebt on with the business of develop-
ment and away from the arms business.

It is hoped that this breakthrough in
South Asia coupled with the Delhi Agree-
ment allowing for the exchange of pop-
ulations will lead to further reconcilia-
tion and more steps in the normalization
of the relationships between India, Pak-
istan, and Bangladesh. The United
States should help as best it can and with
its limited resources available to aid
this process.

HR. 13019 WOULD PROVIDE TAX RE-
LIEF FOR LOW- AND MODERATE-
INCOME TAXPAYERS

The SPEAKER pro tempore. Under a
previous order of the House, the genfle-
man from Wisconsin (Mr. REvss) is rec-
ognized for 20 minutes.

Mr. REUSS. Mr. Speaker, I introduced
yvesterday for appropriate reference
HR. 13019, to provide income and pay-
roll tax relief for low- and moderate-
income taxpayers.

The bill does two things:

First, benefits all taxpayers who use
the standard income tax deduction—
mainly those with incomes under $15,-
000—by raising the low income allow-
ance—minimum standard deduction—
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from $1,300 to $1,800, the standard de-
duction rate from 15 to 20 percent, and
the standard deduction ceiling from $2,-
000 to $2,200.

Second, eliminates or reduces payroll
taxes for families with wage income be-
low the poverty threshold by allowing
personal exemptions and a liberalized
minimum standard deduction of $1,800
per family. The deductions are phased
out dollar for dollar for wages earned
in excess of the deduction total.

. The combined effect of the income and
payroll tax provisions of this bill would
affect families of varying sizes and in-
comes as follows—assuming married
couple filing jointly, single wage-earner:

Four-person families:

Income of $4,800—this family cur-
rently pays combined income and pay-
roll taxes of $350.80. Under H.R. 13019,
this family would pay no income or pay-
roll tax.

Income of $6,000—this family cur-
rently pays total payroll and income
taxes of $596 a year. The bill would re-
duce their tax burden to $310.40.

Income of $10,000—at presenf, this
family has to pay $1,490 in taxes. Under
the proposal, the family would pay only
$1,395.

Income of $15,000—under current law,
this family pays $2,5602.20 in taxes. The
bill would reduce the load to $2,548.20.

Six-person families:

Income of $4,800—under current law,
this family pays $280.80 in taxes, under
the proposal, nothing.

Income of $6,000—at present, this fam-
ily pays payroll and income taxes of
$379, under the bill, nothing.

Income of $10,000—this family now
pays taxes of $1,205, under the proposal,
$967.90.

Income of $15,000—this family pays
$2,262.20 = currently, under the bill,
$2,218.20.

Tax relief for low- and moderate-
income families—particularly for the
often overlooked $3,000-$13,000 fami-
lies—is desperately needed, not just for
simple equity but for the overall econo-
mic health of this country.

Simple justice: Families with $15,000 &
year or less have steadily lost ground, be-
fore taxes, under President Nixon. From
1947 through 1968, Census Bureau data
show that the income shares—percent-
age of pre-tax total income—of poor and
middle-income families increased, while
the share of the richest one-fifth de-
clined. In 1969, the trend began to re-
verse. By 1972—the most recent Census
figures—over $8 billion had been redis-
tributed from the bottom three-fifths of
American families to the richest one-
fifth.

PERCENTAGE SHARE OF AGGREGATE INCOME RECEIVED
BY EACH 5TH OF FAMILIES
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While the real income of the very poor-
est families has been boosted by Federal
in-kind transfers—food stamps, housing
subsidies, medicaid—which do not ap-
pear in the census figures, the next low-
est two-fifths are generally not eligible
for these programs and are suffering
greatly. The administration’s proposed
guaranteed minimum income will not
benefit moderate-income families.

The shift in income shares is particu-
larly rough for these below-$15,000 fami-
lies because they are hardest hit by in-
flation. They spend a higher proportion
of their income on basic necessities than
do the wealthy, and the soaring costs of
food, fuel, and housing make sharp in-
roads on their real income.

Tax increases must be added to rising
prices as the special burden of the mod-
erate-income family. The only general
tax increases of the last few years have
been payroll tax inereases. On January 1,
1973, the OASDHI rate was increased
from 5.2 to 5.85 percent, and the wage
base on which the tax is computed raised
from $9,000 to $10,800. On January 1,
1974, the wage base was again raised
from $10,800 to $13,200. A family earning
$12,000, for example, in 1972 paid a pay-
roll tax of $624. Today, on that same
earnings, the family must pay $702—a
12.5 percent increase in a little over 15
months.

As a result of tax increases and in-
flation, real spendable weekly earnings—
computed by adjusting gross weekly
earnings for inflation and taxes—actual-
ly declined 2.8 percent during the first
9 months of 1973. Thus, simple justice
demands that we provide tax relief to
low- and moderate-income families to
make up for the ravages of the last 5
years.

Averting a depression: January figures
show that production is down, not only
in petroleum-dependent industries, but
across the board. And dollar weekly
earnings also declined in every sector—
construction, manufacturing, and re-
tail—by an average 2.2 percent in Janu-
ary.

It is an ominous sign when not only
real income but even dollar income goes
down. The implications are clear. Amer=-
icans are in hock to the highest interest
rates and the largest consumer deb$
ever. Unless demand can be expanded to
take goods off the shelves and stimulate
production, we face a serious recession.

., We also face increased cost-push in-
flation, unless we can give the average
wage-earner, who has been left way be-
hind by spiralling prices, some reason to
moderate his demands for a wage in-
crease.

H.R. 13109 would give approximately
$10 billion in tax relief to low- and mid-
dle-income taxpayers. The cost of the
program would be recouped, so far as
necessary, by plugging loopholes such
as the foreign oil tax laws, which en-
courage exploration and production
abroad, the failure to tax capital gains
at death, which distorts the securities
market, and hobby farm tax losses,
which bid up farmland prices—loophole~
plugging desirable both for equity and
to  eliminate, economic inefficiency,
Raising the wage base on which the pay-
roll tax is computed to $20,000 could also
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provide $5.7 billion in additional reve-
nues.

There are many different proposals
designed to give tax relief—raising the
personal exemption, lowering the pay-
roll tax rate, or lowering income tax
rates. But these measures would waste
scarce revenues by distributing benefits
to others than those who need help. H.R.
13019 gives relief where it is most
needed. The section-by-section analysis
of the bill follows:

SecTIoN-BY-SECTION ANALYSIS oF H.R, 13019

Bection 1 amends the Internal Revenue
Code of 1954 to increase the standard deduc-
tion and low income allowance (minimum
standard deduction), as follows:

1. The standard deduction rate is raised
from 15 to 20 percent.

2. The standard deduction ceiling is raised
from $2,000 to $2,200.

3. The low income allowance is railsed
from $1,300 to £1,800.

The standard deduction was designed to
simplify the complexity of the income tax
for most taxpayers. From 1944 to 1969, the
standard deduction was 10 percent. The
Tax Reform Act of 1969 raised it to 18 per-
cent in 1970, 14 percent in 1871, and 16
percent in 1972. Since then, rising prices,
state and local taxes, and interest rates have
created an incentive to more taxpayers to
{temize deductions.

Raising the rate to 20 percent will do two
things. First, it will give tax relief to moder-
ate Income taxpayers who find it difficult to
itemize deductions. Second, it will reduce
the growing disparity between itemized
deductions and the standard deduction.

Not only the rate, but also the standard
deduction ceiling should be raised to re-
fiect the higher cost of deductible items.

The low income allowance was created in
1969 to exempt income below the poverty
level from income tax. However, the poverty
threshold has risen substantially since the
provision was enacted, and now families
below the poverty level are paying income
taxes. In the following table, column two
shows Income exempt from income tax by
application of the low income al-
lowance and qualified personal exemptions,
column three shows projected 1974 non-
farm poverty thresholds based on Bureau of
Labor Statistics data, and column four shows
income exempt from income tax under HR.
13019.

INCOME EXEMPT FROM FEDERAL INCOME TAX BY APPLI-
CATION OF LOW INCOME ALLOWANCE AND PERSONAL
EXEMPTIONS

Income  Projected
exempt: 1974 poverty
current law  thresholds

Incomle
exempt:
H.R. 131?19

Humb%r of persons in

$2,370
3,060
3,751
4,804
5,668
6,374

7,846

Under HR. 13019, familles of three or
fewer members would find slightly more than
poverty level income exempt from taxation,
families of four would have poverty level
income exempted, and familles of five and
more persons would receive tax-free very
slightly less than poverty level income. This
15 clearly a necessary change.

Sectlon 1 would cost an estimated 83 bil-
lion annually, Approximately 95 percent of
the tax rellief would accrue to taxpayers earn-
ing less than §15,000 a year.

Section 2 amends the Internal Revenue
Code of 1954 and the SBoclal Security Act to
allow personal exemptions and an $1,800 low
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income allowance per family to be deducted
from wages subject to OASDHI withholding
(limited by & dellar-by-dollar phase-out for
wages In excess of the total deduction), and
to provide that the revenues lost to the
Soclal Trust Funds through application of
this section be transferred to the Trust Punds
from the general fund of the Treasury.

Payroll taxes, even more than federal in-
come taxes, fall heavily upon low- and mod=-
erate-income families. Permitting wage-
earners to deduct personal exemptions and
the low-income allowance from their taxable
wage base ensures that income below the
poverty threshold will not be taxed, while
the phase-out provision ensures that only
those with such income will receive the maxi-
mum relief.

Here is how the payroll tax rellef provi-
slon works (assuming one earner per family) :

1. Four person families:

a. $4,800—Iinstead of $280.80 in OASDHI
under current law, under HR. 13019, this
family would pay nothing.

b. $6,000—this family now pays $351 in
payroll taxes, under H.R. 13019, $140.40.

c. $8,000—this family now pays $468, under
the proposal, $432.90.

d. $10,000—this family now pays #6585,
under the proposal, there would be no change
in liability.

2. Six person families:

8. $4,800—this family now pays $£280.80 in
payroll taxes, under the proposal, nothing.

b. $6,000—this family now pays $351, under
the proposal, nothing.

C. $8,000—this family now pays $468, under
the proposal, $198.90.

d. $10,000—this family currently pays $585,
under the proposal, $432.90.

The deductions are permitted only from
contributions paid by self-employed workers
and by employees—the employer’s contribu-
tion remains the same. In order that no
wage-earner’s benefits be reduced as a result
of his lessened contribution, an amount equal
to the reduction in contributions i1s trans-
ferred from the general fund of the Treasury
to the Federal Old Age and Survivors Insur-
ance Trust Fund, the Federal Disability In-
surance Trust Fund, and the Federal Hospital
Insurance Trust Fund, as applicable.

Section 2 is estimated to cost approxi-
mately §7 billlon annually.

VOICE OF DEMOCRACY CONTEST

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
man from Tennessee (Mr. FoLron) is
recognized for 5 minutes.

Mr, FULTON. Mr. Speaker, each year
the Veterans of Foreign Wars of the
United States and its ladies auxiliary
conducts a Voice of Democracy Contest.
The winning contestant from each State
is brought to Washington, D.C., for the
final judging in this contest. It is always
a source of pride when young students
are cited for making valuable contribu-
tions to their community and their
country and it is for this reason, that I
would like to call to the attention of my
colleagues the speech from my
State written by David Scott Harron,
4840 Briarwood Drive, Nashville, Tenn.:

SereecH By Davip ScorT HARRON

I can remember several years ago when my
favorite piece of music was a folk song de-
scribing the costs of freedom. I can especially
recall one line, “You've got to pay the price,
you've got to sacrifice, for your liberty.” Al-
though at the time, I was too young to grasp
the true meaning, I see now how the thought
pertains to each persons responsibilities to
his nation. Most people my age tend to be-
leve that until they are eligible for the draft,
and the right to vote, that they have no
responsibilities. But I have found that elect-
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ing one’'s leaders and fighting for one’s coun-
try are not the only responsibilities with
which a citizen is faced, nor are a ballot and
& gun the only way to fulfill those two. I feel
that my responsibilities as a citizen, even if
only a young one, are extensive, stretching
into every phase of our nation. First, the way
in which our government is run, the way it
operates and what it does. Secondly, the
manner in which the people are governed,
our system of laws and their enforcement.
And lastly in preparing myself, others, and
the nation as & whole for the future.

I suppose that my definition of respon=-
sibility centers around the word involve-
ment, because getting involved means taking
an actve part, which I believe to be the re-
sponsibility of each citizen. The vast majority
of my friends seem to think that since they
are too young to run for office, or to vote,
that there is no way for them to become in-
volved. What they don't seem to realize is
that the ballot box is not the only way to
influence government or that the vote is not
the only way to influence a ballot. Last year
several of my friends and I spent time as
campalgn workers for the various candidates
and in doing so we possibly influenced some
decisions of those who could vote. But
just because a candidate is elected doesn't
mean that he stops listening to the people.
I have found that elected officials do not
ignore the wishes of their young constituents,
the problem is usually that the youth do not
brother to make their opinions clear. In
this respect it can well be sald that the mail
box may prove as powerful as the ballot box
in the shaping of policy. An even more pow=-
erful tool than the malil box 1s often a direct
representation of our opinions to those in
charge, not like a demonstration, a sit-in, or
a riot, but in a constructive form. I belong
to an interhigh school student council, one
which takes its views directly to the school
board. And to the surprise of many, we are
not scorned as a group of over-ambitious
teen agers. Instead, the board seems to real-
ize that, as students, we know more about
student problems and student opinions than
anyone else. Thus by getting ourselves in-
volved in a constructive manner, and by co-
operating with the school beard, we have
done much to improve the type and quality
of education we receive. By accepting our re-
sponbilities and becoming involved in gov-
ernment, we improve that which needs im-
provement.

Through government we can change laws,
but while a law is still in effect it is our duty
as citizens to obey that law. Laws are created
to protect individuals and the freedoms of
individuals, therefore we should do more
than merely obey the laws, we should ald in
their enforcement. Recently, in my city, a
young woman was assaulted and severly
beaten, and her cries for help went ignored
by passing pedestrians and motorists. Later,
those who admitted to hearing the woman's
screams sald that they didn't help her mainly
because they “didn't want to get involved”.
Our laws must be enforced or else civil chaos
would result, a:d our under staffed and
under-equipped police cannot be expected to
bare the entire burden. This leaves a great
deal of responsibility to the individual, to
you and me,

Of course, all this involvement would be
a waste If we could not guarantee that it
would continue in the future. By setting a
good example of citizenship now, perhape
those who are younger than myself would
develop a desire to meet their responsibilities
also. They, In turn, may be expected to teach
the following generation, and so on, As we
grow older, we will be the ones fighting our
country’s wars while others, by meeting their
responsibilities, will protect the nation from
internal collapse.

As we gain In years, our responsibilities
increase In number, We gain the right to
vote as we wish and the duty to serve our
country in time of war. To keep pace with
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our growing responsibilities we are going to
have to become better informed, and prac-
tice good citizenship until it is first nature to
us. Josiah C. Stamp once wrote “It is easy
to dodge our responsibilities but we cannot
dodge the consequences of dodgeing our
responsibilities.” We must all pay the rrice,
we must all become involved lest we en-
counter the consequences, which in a case
such as this could only mean the fall of gov-
ernment by the people, liberty.

SPEAKING OUT FOR FREEDOM

(Mr. KEOCH asked and was given per-
mission to extend his remarks at this
point in the Recorp and to include ex-
traneous matter.)

Mr. KOCH. Mr. Speaker, I would like
to bring to my colleagues attention two
very significant events which are cur-
rently taking place in the Soviet Union.
One event demonstrates the tremendous
courage of the Soviet Jews, and the
other reminds us to what lengths the
Soviet Union will go to silence its critics
and those who have expressed a desire to
emigrate to Israel. .

Three Soviet Jews are courageously in
the process of conducting a hunger strike
to dramatize their plight and that of the
thousands of Soviet Jews who have been
denied the right to emigrate to Israel.
The three men—David Azbel, a retired
physicist; Vitaly Rubin, a sinologist; and
Viadimir Galatsky, an artist—have sub-
mitted applications for visas for Israel,
and have repeatedly been denied per-
mission for “state interests.” They have
been the victims of arrest, harassment

and intimidation by Soviet authorties,
tactics commonly used against Soviet

Jews who have expressed a desire to
emigrate to Israel. David Azbel, who
spent 16 years in Stalinist labor camps,
cannot easily be broken and in spite of
his age, continues to protest and demand
his right, and that of other Soviet Jews,
to emigrate to Israel.

Concerned Americans have remained
in communication with David Azbel and
other Soviet Jews by means of the tele-
phone and telegrams. To the Soviet Jew
who in all likelihood has lost his job,
and faces constant harassment and pos-
sible imprisonment for “parasitism”, a
telephone call or a telegram from our
friends in the West is a vital source of
hope and encouragement.

To cut off this source of hope is to
further isolate the Soviet Jew, and this
is precisely what the Soviet authorities
are afttempting to do. I have just been
informed that approximately 100 tele-
phones belonging to Soviet Jewish acti-
vists residing in Moscow have been dis-
connected, thereby eliminating virtually
all outside communication with these
activists. I have also learned that $3,000
worth of telegrams were sent to David
Azbel from the West this past week, ex-
pressing support for his courageous hun-
ger strike. Unfortunately, David Azbel
has never received any of these tele-
grams, and is not aware that friends in
the West have heard about and support
his efforts.

It is unconscionable that, while out of
one side of the collective mouth, the So-
viet Union pledges its commitment to
détente and betfer understanding among
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our peoples, and at the same time, it
denies its own citizens the very basic
right of communicating with one an-
other and with friends in the West. I
would urge my colleagues to protest this
blatant disregard for individual freedom.

ESTONIA

(Mr. EOCH asked and was given per-

mission to extend his remarks at this
point in the Recorp and to include ex-
traneous matter.)
* Mr, KOCH. Mr. Speaker, it is a pleas-
ure for me to join Estonian-Americans
throughout the country in recognizing
the 56th anniversary of the Declaration
of Estonian Independence. It is partic-
ularly important that this event be com-
memorated in 1974 and especially just 1
week following the exile of Alexandr
Solzhenitsyn. For the rising tide of inter-
national protest directed toward Soviet
oppression can find lasting inspiration in
the Estonian achievement of self-deter-
mination a half-century ago. Indeed, it
is Solzhenitsyn who has written that his
disillusionment with the Soviet system
was fed by the recollection of the Esto-
nian democracy established in 1918. He
writes:

I had never before dreamed that I would
become interested in Estonia or bourgeois
democracy. It was not clear why, but I began
to like it all, and the new information was
stored away.

The Estonian experience yields not
only the symbolic vision of liberty, but
the real, continuing struggle to regain
the freedom that was lost. The commu-
nity of nations has long condemned the
illegal Russian occupation of the Esto-
nian nation in 1940 and the continued
Soviet control of Estonia represents a
gross contravention of international law.
But the issue is not simply one of politi-
cal sovereignty. It has become a question
of the right of a people to ethnic and
cultural identity. For 50 years, the Soviet
Union has made a concerted effort to
destroy the Estonian nation by the sys-
tematic diffusion of its population.

It has been estimated that 140,000
Estonians were deported from 1940 to
1954, Since then, the Soviet Government
has conducted a massive settlement of
Russians in Estonia and a corresponding
dispersal of Estonians over the hinter-
lands of the U.S.S.R. Stalinist terror tac-
tics have been replaced by the applica-
tion of administrative and economic
pressure, but the policy remains method-
ically effective. According to U.S.8.R.
census statistics for 1970, Estonians con-
stituted only 68.2 percent of the popula-
tion of Estonia, as opposed to 88.2 per-
cent in 1939. Demographic studies pub-
lished in 1973 show that the proportion
of Estonians has declined even further
since the 1970 U.S.S.R. census. The
Estonian struggle has truly become one
for national survival.

In many ways, Alexandr Solzhenitsyn
has given voice to the Estonian cause.
Whether directed toward an individual
or an ethnic group, Soviet policy ulti-
mately contains one message—that free-
dom of diversity, whether in the intel-
lectual or cultural realm, will not be
tolerated. The continued destruction of
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freedom-loving groups like the Estonians
can only enhance the strength of that
policy. Mr, Speaker, I submit that we are
faced with a basic moral imperative to
lend our active support to the cause of
intellectual and national freedom in the
Soviet Union. It is appropriate that trib-
ute be paid to the oppressed of the Rus-
sian nation. But, in this case, our words
are given meaning by our actions. Our
accolades will be empty if we are willing
to forget the plight of the Russian peo-
ple in our quest for détente with the So-
viet Government. To honor the Estonian
people would be to act as a nation ac-
cording to the message of Alexandr
Solzhenitsyn:

The salvation of mankind lies only in mak-
ing everything the concern of all.

TOWARD A MORE BALANCED
TRANSPORTATION SYSTEM

(Mr, BINGHAM asked and was given
permission to extend his remarks at
this point in the Recorp and to include
extraneous matter.)

Mr. BINGHAM. Mr. Speaker, if the
current crisis teaches us anything, it is
that we no longer have unlimited draw-
ing rights on what we once naively re-
garded as an inexhausfible energy bank.
‘We must, instead, move toward new and
more innovative patterns of growth and
development especially in our urban
areas where most Americans, not with-
out some difficulty, live, breathe, and
move about.

As a longtime advocate of improved
rail and bus transit to create a more bhal-
anced transportation system, I was de-
lighted to learn recently that New York
City and Los Angeles have proposed to
purchase a small number of double-
decker buses to test their usefulness in
this country. One of these buses, I am
told, can carry half again as many peo-
ple in the same amount of road space as
our regular bus with almost no difference
in fuel consumption or exhaust emis-
sions. And, if my experience with these
buses in New York during their first tour
there some years ago is any indication, I
suspect that most people will find the
giouble—decker a far more pleasant way to

de.

Mr. Russell Train, Administrator of
the Environmental Protection Agency,
commented on this proposed project dur-
ing a recent speech before the Annual
Congress of Cities as follows:

This is just one promising idea worth
pursuing. I have no doubt that a nation as
innovative as ours can come up with many
more. There are some, I know, who say that
anything that discourages auto traffic in
cities will only drive more customers and
businesses out. I am convinced on the con-
trary, that as mass transit improves and
offers people & real alternative, as the city
alr becomes crisp and clean again, as the
streets are mno longer clogged with cars—
that citlies can take advantage of the oppor-
tunity to become the centers of activity and
zcl;;gment- that they are, in fact, supposed

The New York Times recently ran the
following article on the proposed double-
decker bus project in New York City. I
commend it to the attention of readers of
the Recorp who are interested in alter- .
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native and innovative means of trans-
portation.
DousLE-DECKER BUsEs RETURNING
(By Robert Lindsey)

The double-decker bus, a venerable New
York Institution that vanished 21 years ago,
is coming back—with a British fiavor.

Federal sources in Washington sald yes-
terday that the Department of Transporta-
tlon would finance a trlal program to test
the performance, economics, safety and pub-
lic acceptance of double-decker buses here
and in Los Angeles.

FOUR BUSES IN TEST

Under the plan, four British-built buses—
larger versions of the big red buses that are
as much a symbol of London as Blg Ben—
will be put into use here. And two German-
built double-decker buses will be put into
trial service in Los Angeles.

Transit industry sources said the two-
level buses would probably be carrying pas-
sengers here by late thls year, although the
exact timetable was not available yesterday.

Bringing back the double-decker bus was
first suggested more than two years ago by
Dr. William J. Roman, chairman of the
Metropolitan Transportation Authority, as a
way to Increase the number of people that
could be carried on M.T.A. express bus lines
from Queens and other points into Man-
hattan.

Federal officials said the possibility of be-
ing able to increase the productivity of buses
and bus drivers—had taken on new impor-
tance recently because of what 1s expected
to be a resurgence of public transit ridership
in some cities because of gasoline shortages
and price Increases.

Government sources sald the cost of the
buses and the research studies evaluating
their performance and acteptance would be
financed by a grant of more than $1-million
from the Urban Mass Transportation.

They said the grant application had been
approved within the transit agency and was
awaiting the signatures of Frank C, Herring-
er, the transportation administrator, and
Claude 8. Brinegar, Secretary of Transporta-
tlon. The research aspects of the program
will be conducted by the National Transpor=-
tation Center of Pittsburgh.

The double-decker bus was a fixture of
life in Manhattan for 46 years—from 1907,
when the motorbus replaced horse-drawn
buses, until 1953, when *“economics” finally
did them in. Until 1946, many of the buses
had open tops, and for generations of young
people a ride on the top deck of such a bus
along Fifth Avenue and Riverside Drive was
part of the essence of growing up here.

It was not just a bus ride that New York-
ers got for a nickel or a dime, but an ex-
perience—a place to spend an hour or two,
to go courting, a place to cool off a bit on hot
summer nights.

LAST BUS HERE IN 1953

The last two-decker bus was retired in
April, 1853, largely, city officials said then,
because of economics. The buses required
two crewmen—a driver and a conductor who
collected fares. Compared with one-man
buses, the double-deckers cost too much to
operate. Besldes, the blg buses were not as
easy to maneuver in traffic as the smaller
one-level buses.

The F.T.A. has decided to give double-
decker buses & second chance because of
changes in mass transit, particularly the
growing popularity of the nonstop express
runs into Manhattan. Although the agency
sald it had not ruled out a revival of the
double-decker buses on Fifth Avenue or
other main thoroughfares, the main goal at
first is to experiment with them to increase
the capacity of express bus lines.

M.T.A. officlals sald that 1t should be rela-
tively easy to run express buses with only
one crewman because, In most cases, passen-
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gers are picked up at a single point, and
therefore a driver could collect fares before
he started a run. .

EXACT FARE NEEDED

The regulation imposed in 1969 that bus
passengers must have the exact fare before
boarding buses—drivers no longer carry
change to deter robberies—also reduces some
of the previous shortcomings of double-
deckers, according to M.T.A. officlals,

The buses to be used here will be purchased
from British Leyland Motors Corporation,
which manufactures the London bus, as well
as similar buses used in many other cities in
Europe. Those to be used in Los Angeles—
probably on an express lane reserved for
buses on a city freeway—will be buillt
by Neo-Flan Corporation, a major bus manu-
facturer in West Germany.

Federal officlals sald European companies
had been selected because no American man-
ufacturers had the capability to bulld
double-decker buses.

The double-decker buses that will be used
for the experiment here will have at least 70
seats. Conventional buses now operating in
the city have 45 to 49 seats.

LITHUANIAN INDEPENDENCE DAY

(Mr. STRATTON asked and was given
permission to extend his remarks at this
point in the Recorp and to include ex-
traneous matter.)

Mr. STRATTON. Mr. Speaker, last
February 16 was Lithuanian Independ-
ence Day, the 56th anniversary of the
independence of that brave nation and
people.

As we pause again this year to pay
tribute to the people of Lithuania, who
have kept alive their deep devotion to
freedom in spite of a quarter century
of Soviet domination, there are some sig~
nificant new developments that not only
demonstrate dramatically the pervasive
nature of Soviet suppression, but also
give real proof that the fires of freedom
still burn strongly in peoples under the
Soviet heel and so hold out real hope
for the day when all these people will
once again be free,

Three years ago it was the brutal treat-
ment of Simas Kudirka, the Lithuanian
seaman virtually kidnaped by Soviet po-
lice in American waters. This year it is
the incredibly ecrude treatment of the
Soviet Nobel Laureate Alexandr Solzh-
enitsyn, forcibly dragged by Soviet police
from his home in the middle of the night
and sent into exile without trial or even
explanation.

Both events have stimulated a tremen-
dous outpouring of world opinion against
these repressive actions. The vote in the
House on the trade bill was one clear
demonstration of how the people of
America feel about Soviet citizens in this
case her Jewish citizens. All of & sudden
even the Soviets realize that even the
new policy of détente will not prevent
the American people from protesting
these acts of barbarism and inhumanity.

Another reflection of this deep feeling
is the continuing concern of the Ameri-
can people, 3 years later, over the fate
of Seaman EKudirka. Recently I joined
with other Members of the House in co-
sponsoring a concurrent resolution which
would direct the State Department to
bring to the immediate attention of the
Boviet Government the deep and grow-
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ing concern among citizens of the United
States over the plight of Mr. Kudirka.

More than anyone else, Mr. Eudirka
exemplifies the courage and spirit of the
Lithuanian people in their quest for lib-
eration. On November 23, 1970, he
jumped from his Soviet fishing trawler
onto the U.8. Coast Guard cutter, Vigi-
lant, seeking .political asylum in the
United States. Due to a series of mis-
judgments, crew members of the Soviet
ship were allowed to board the Vigilant,
seize Kudirka, beat him, and forcibly re-
move him to the Soviet ship. All this took
place while both ships were moored in
U.8. territorial waters.

Shortly thereafter Mr, Kudirka was
sentenced to imprisonment in Russia,
and there has been no official word on his

‘welfare or the welfare of his family since

that sentencing. Is he rotting in jail, in
Siberia, or what?

Since Kudirka is just one Lithuanian
caught in the iron grip of the Russian
bear, but on the aniversary of Lithuanian
independence he symbolizes the resolve
of all Lithuanians throughout the world
who still thirst for freedom and inde-
pendence in their homeland.

So I urge this House to move swiftly to
adopt the concurrent resolution as a
pledge to the people of Lithuania that we
fully support their continuing battle for
independence. Freedom is the birthright
of every man and its denial in whole or
in part, in any place in the world, includ-
ing the Soviet Union, is absolutely in-
tolerable. This is the basic lesson to
remember on this Lithuanian Independ-
ence Day, 1974.

CONGRESSMAN STRATTON MAKES
PUBLIC A STATEMENT OF HIS NET
WORTH AND A SUMMARY OF HIS
1972 TAX RETURN

(Mr. STRATTON asked and was given
permission to extend his remarks at this
point in the Recorp and to include ex-
traneous matter.)

Mr. STRATTON. Mr. Speaker, I have
long supported the idea that public of-
ficials should be required to make a much
fuller disclosure of their personal
finances than is presently mandated by
the rules of the House, The need for
such fuller disclosure has been pointed
up in recent months by all the many
revelations associated with what now
goes under the heading of the Watergate
affair. Public officials must make it clear
that they are not involved in any finan-
cilal conflicts of- interest and are not
profiting personally from their positions'
of public trust.

In this vein the New York Times re-
cently requested every Member of the
House and Senate from New York, New
Jersey, and Conneeticut to furnish them
with a statement of the Member’s cur-
rent net worth and a copy of his most
recent income tax return. In compliance
with that request I have forwarded to
the New York Times a statement of my
estimated net worth and copies of pages
1 and 2 of my Federal and State income
tax returns for 1972.

Since I believe that this information,
if it 1s to be disclosed, should be disclosed
generally and not just to one newspaper, -
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I am, therefore, including here for the

Recorp a full statement of the material

presented in response to the request of

the New York Times:

JoIinT 1972 FEDERAL TAX RETURN OF SAMUEL
8. AND JoaN H, STRATTON, 244 GUY PARK
AVENUE, AMSTERDAM, N.Y.

(Four dependent children: Debra, Eevin,
Kim, and Brian)

Wages, salaries. oceceeceaa- - $42, 500. 00

Dividends None

Interest income

Other income:

(Net gain on matured life in-
surance S o oy e i iy

Excess of travel reilmbursement
over travel costs

272.82

3.00
275.02

42, 879.38

Less adjustments to Income:
(Net impact of congressional
reimbursements and congres-
slonal busines expenses).... 2, 680.68

Adjusted gross income.... 40,189.70
Itemized deductions:
Medical
Taxes
Contributions
Interest 6XD ecomeccemmcsemmane
Misc. (congressional office ex-
penses over allowances)

150. 00
4, 583,19

Total of above 8, 269.12

31, 920. 68
Exemptions (6)
Taxable Income. - -—c-cae- 27,420, 68

6,891.41

Other taxes pald 1972:
N.Y. State income tax

Total taxes pald
Net worth as of February 18, 1974
Assets:
Cash on hand and in bank ac-
counts
Cash value of VA Life Insur-
ance .
Accumulated dividends in SBLI

B517.77

473. 53

356. 66

policy
Home, Bethesda, Md.
mated market value)
Government bonds
value)
Furniture, clothes, ete. (est)
Automobiles (est):

(esti-
65, 000. 00

1, 225.00
8, 500. 00

1, 200. 00
900. 00
300. 00
Ballboat (est)
Accumulated contributions to
congressional retirement
fund avallable only for re-
tirement purposes)

Total assetS.cmeeveecen.. 109, 768. 60

Notes on assets: Home: Purchased In
1965. Cost $42,600. Term Life Insurance Held:
255,000 (Federal Employees Term Life In-
surance). Amsterdam residence is a rented
apartment.

Liabilities:

Accounts payable.

Notes (National Bank of Wash-

5, 615. 00
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(salary advance loans)
Mortgage on Bethesda Home.. 29, 220.00

Total labilities
Computation of net worth:
Assetls

109, 768. 69
36, 035. 650

73,733.19

THE RIGHT-TO-LIFE AMENDMENT

(Mr. MAZZOLI asked and was given
permission to extend his remarks at this
point in the Recorp and to include ex-
traneous matter.)

Mr. MAZZOLI. Mr, Speaker, following
the Supreme Court’s 1973 decision re-
stricting the right of the States to reg-
ulate abortion, I cosponsored House
Joint Resolution 261, known as the right-
to-life amendment. This resolution
would amend the Constitution so as to
nullify the Court’s decision.

This proposal—along with many other
similar measures—was referred to the
House Judiciery Committee where, for
months, it has been denied a hearing.

In view of this, I today signed a pe-
tition to discharge the Judiciary Com-
mittee from further consideration ot
House Joint Resolution 261, so that
measure can come to the House floor for
a vote.

Although the ‘discharge petition” is a
legitimate and necessary legislative tool,
long provided for by the rules of the
House, it has been my general policy not
to employ this means of bringing a meas-
ure to the House's attention. Thus, I
have not heretofore signed any discharge
petitions.

In this instance, however, the evident
unwillingness of the Judiciary Commit-
tee even to hold hearings—much less to
take definitive action—on this pro-
foundly important topic leaves me no
choice but to join—with no little re-
luctance—those who are petitioning to
bring House Joint Resolution 261 to the
floor for a vote.

“HOT MEALS AND SOCIABILITY FOR
ELDERLY”: PROPOSED 3-YEAR
EXTENSION TO BSERVE 500,000
MEALS DAILY

(Mr. PEPPER asked and was given
permission to extend his remarks at this
point in the Recorp and to include ex-
traneous matter.)

Mr. PEPPER. Mr. Speaker, our distin-
guished colleague and chairman of the
House Select Education Subcommittee,
Representative Joan Brapemas, recently
informed me that his subcommittee rec-
ommended the increases in authorization
which I and others urged before his sub-
committee for title VII, providing a nu-
trition program for the elderly under the
older Americans seryvices amendments.

The evidence justifying the extension
and expansion of this program is over-
whelming. None of us dispute the terrible
impact that inflation and other social
ills have on older Americans; and we are
aware of all the benefits that have been
provided to thousands of the elderly dur-
ing the first year’s implementation of the
nutrition program.
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I am pleased to learn that in addition
to the benefits we anticipated, several
marriages have resulted from the pro-
gram. According to a front page story
appearing in the Christian Science Mon-
itor for Monday, February 25, 13 mar-
riages resulted in a group of 400 people
taking part in the nutrition program
sponsored by the Washington Urban
League in the District of Columbia.

Miss Louise Sweeney, staff correspond-
ent of the Monitor, describes many other
benefits that are being provided in the
nutrition program, and at this point in
the Recorp, I wish to insert the full text
of the story:

Hor MEeALS AND SOCIABILITY FOR ELDERLY:
ProPosEp 3-YEAR ExTENsioNw To SeERVE
500,000 MeaLs DALy

(By Louise Sweeney)

WasHinGTON . —They drift slowly into the
church basement, but they are all there by
one o'clock, seven men in well-worn but neat
suits and shirts and ties, elght women in
cheerful dresses and an occasional burst of
rouge.

The men and women—all over 60—sit
patiently, chatting a little over the striped
tablecloths about the new minister, then
lapsing into polite silence as a Red Cross
volunteer makes a first ald speech. Then
what they have all been walting for arrives:

Two large tah sacks stacked with meals on
trays: They are twice the size of airline trays,
full of seafood loaf, mashed potatoes, broc-
coll, a relish grouping of carrots, celery, and
olives, bread and butter, coffee, milk, orange
Juice, and mixed fruit.

These trays are part of the 212,000 hot
meals for the elderly being dished up five days
& week under “Title VII" of the Older Amer-
icans Act.

To continue this $100 million project for
older citizens past its present cutoff date of
late June, U.S. Reps. Claude Pepper (D) of
Florida, and John Brademas (D) of Indiana,
have introduced a bill to extend the Nutri-
tion Program for the Elderly Act three years.

A parallel Senate bill was introduced ear-
ller by Sens, Charles H. Percy (R) of Illinois,
and Edward M. Eennedy (D) of Massachu-
setts. Both bills call for identical funding:
$150 million the first year (about 318,277
daily meals), $200 million for the second
year (425,702 meals), and $250 milllon for
the third year (532,128 meals). There is ap-
parently no opposition to the bills in their
present form.

Under the provisions of Title VII the meals
are to be hot, nutritious, served five days &
week, and contain at least one-third of the
normal adult dally food requirement. The
provisions also stipulate that older Ameri-
cans are to be employed as much as possible
in the program.

MORE THAN HOT LUNCHES

“The impact of inflation on the budgets
of elderly Americans has made the hot meal
program a virtual necessity for vast num-
bers of elderly Americans,” Senator Kennedy
noted in introducing the bill.

It is estimated that there are nearly four
million older Americans who need these
nutritionally balanced meals, often because
their incomes are near the poverty level.

“It's called a hot lunch program, but it's
not,” says Mrs. San Juan Barnes, director
of the Senlor Neighbors and Companions
Clubs of the Washington Urban League,
which runs some of the programs here. “It's
a lelsure program for senior citizens living
alone, not involved, to bring them out of
that one room into the mainsiream of
HYe, ¢35

The program ls designed to include “aux-
1llary services,” such as recreational, educa-
tional, and counseling programs, and to pro-
vide them in a group or social setting.
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TO FIGHT LONELINESS

“As great as the nutritional need is the
need to overcome loneliness, Loneliness can
be a serlous illness,” says an alde to Senator
Pepper, underling the importance of older
citizens' contact with the world outside. “Of-
ten they’re living on such little income that
there’s no money for a bus or a dally news-
paper,” sald the alde.

Most of the sites for the nutrition program
are chosen for their neighborhood accessibil-
ity: schools, churches, senlor citizens’ groups,
Some of the money in the program does go
for “meals on wheels"—hot meals to elderly
ghut-ins like the 91 year-old Washington
woman who has not been out of her walk-up
for two years.

But the emphasis of the program is on
“congregate” feeding with its social benefits
B0 that no more than 10 percent of the
moneéy goes to meals-on-wheels, with the
exception of far-flung rural areas where that
ratio is not practical.

SEVERAL MARRIAGES RESULTED

There are indications that in some areas
the social aspect of the program is particu-
larly successful: Mrs. Barnes estimated that
18 marriages resulted in a group of 400 peo-
ple taking part in the nutritlon program
via the Washington Urban League.

Senator Pepper's alde notes that the pro-
gram offers information on consumer protec-
tion, nutrition, help with things like income
tax and soclal security questions, as- well
88 movies and soclallzing. But she adds It is
all on a voluntary basis for the citizens who
participate. Instances llke the one cited ear-
ler, in which a mandatory lecture prefaced
& meal, are isolated and not typical or in-
tended as part of the program, she added.

The nutrition for the elderly program is
still in its infancy (it did not get rolling till
last fall). But there are a few early signs of
popularity., In congressman Pepper’s Dade
County in Florida word has gotten out at
senlor citizens clubs, and an aide says, “We're
having to turn people away every day.”

The program calls for allotment of the
present $100 million state-by-state on the
basls of each state’s 60-plus population, with
the federal government underwriting the
cost on a 80:10 matching formula with the
states,

e ——

LEAVE OF ABSENCE

By unanimous consent, leave of ab-
sence was granted to:

Mr. Price of Texas (at the request of
Mr. Ruopes), for today and tomorrow,
on account of official business.

Mr. Jones of Tennessee (at the re-
quest of Mr. O'NemLL), for today and the
balance of this week, on account of ill-
ness in his family.

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legisla-
tive program and any special orders here-
tofore entered was granted to:

(The following Members (at the re-
quest of Mr. pu PonT) and to revise and
extend their remarks and include ex-
traneous matter:)

Mr, McKInNNEY, for 5 minutes, today.

Mr, Ranseack, for 5 minutes, today.

Mr. HosMEeR, for 30 milutes, today..

Mr. Hocanw, for 30 minutes, today.

Mr. GroVER, for 5 minutes, today.

(The following Members (at the re-
quest of Mr. BRECKINRIDGE) , to revise and
extend their remarks, and to include ex-
traneous matter:)
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Mr. Marsunaca, for 10 minutes, today.

Mr. GonzaLez, for 5 minutes, today.

Mr. HamrrTon, for 5 minutes, today.

Mr. Reuss, for 20 minutes, today.

Mr. Forron, for 5 minutes, today.

Mr. MurpaY of New York, for 10 min-
utes, today.

Mr. ALEXANDER, for 60 minutes, on Feb-
ruary 28.

Mr. Froop, for 60 minutes, on March 5.

EXTENSION OF REMARKS

By unanimous consent, permission to
revise and extend remarks was granted

(The following Members (at the re-
quest of Mr. pv Pont), and to include
extraneous matter:)

BROOMFIELD.
pU PONT.
Wyman in two instances.
. Conpax in five instances.
BELL.
NELSEN.
BROTZMAN,
GILMAN.
Skuerrz in five instances.
DELLENBACK.
BrovEnn of Virginia

REEEEREERER

Mr. Rosison of New York.

Mr. DERWINSKI,

Mr. Hocan.

Mr. Symwms.

Mr. ROUSSELOT.

Mr. BAFALIS,

(The following Members (at the re-
quest of Mr. BReckINrIDGE) and to in-
clude extraneous matter:)

Mr. HarrincTON in two instances,

Mrs. BoGGs.

Mr. FORD.

Mr. TeacUE in seven instances.

Mr. BRINKLEY in two instances.

Mr. Wox Par in six instances.

Mr. Asrin in 10 instances.

Mr. CoLver in 10 instances,

Mr. Byrow in 10 instances.

Mr. GonzaLez in three instances.

Mr. Rarick in three instances.

Mr. Carey of New York in two in-
stances.

Mr. BENITEZ.

Mr, FULTON.

Mr, HAMILTON.

Mr. COTTER.

Mr. ReEs in two instances.

Mr, GIBBONS,

Mr. Stoxes in three instances,

Mrs. ScHROEDER in 10 instances.

Mr. Smxes in two instances.

Mr. JAMES V. STANTON.

Mr. Borano in two instances.

Mr. Vanix in three instances.

Mr. STUDDS.

Mr. CONYERS.

Mr. Burke of Massachusetis,

Mr, ASHLEY,
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Mr. Worrr in three instances.
Mr. Reuss in five instances.
Mr, St GErMAIN in 10 instances,
Mr. WALDIE.

Mr. Manw in 10 instances.

Mr. TIERNAN,

SENATE BILL AND CONCURRENT
RESOLUTION REFERRED

A bill and a concurrent resolution of
the Senate of the following titles were
taken from the Speaker’s table and, un-
der the rule, referred as follows:

5. 2394. An act to authorize the acquisition
of certain lands for addition to Rocky Moun=
tain National Park in the State of Colorado,
and for other purposes; to the Committee on
Interior and Insular Affairs. ~

8. Con. Res. 70. Concurrent resolution re-
lating to supply of wheat for domestic con=-
sumption during the remainder of the 1973-
74 marketing year; to the Committee on
Agriculture.

BILL PRESENTED TO THE
PRESIDENT

Mr. HAYS, from the Committee on
House Administration, reported that that
committee did on February 25, 1974, pre-
sent to the President, for his approval, a
bill of the House of the following title:

HR. 10203. An act authorizing the con-
struction, repair, and preservation of certain
public works on rivers and harbors for navi-
gation, flood control, and for other purposes.

ADJOURNMENT

Mr, BRECKINRIDGE. Mr, Speaker, 1
move that the House do now adjourn.

The motion was agreed to; accord-
ingly (at 4 o'clock and 6 minutes p.m.),
the House adjourned until tomorrow,
Wednesday, February 27, 1974, at 12
o’'clock noon.

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXIV, executive
communications were taken from the
Speaker’s table and referred as follows:

1840. A letter from the Adjutant General,
Veterans of Forelgn Wars of the United
States, transmitting the proceedings of the
74th National Convention of the Veterans of
Foreign Wars of the United States, pursuant
to Public Law 88-224 (H. Doc. No. §3-222): to
the Committee on Armed BServices and or-
dered to be printed with illustrations.

1941. A letter from the Secretary of Health,
Education, and Welfare, transmitting a draft
of proposed legislation to extend the author-
ity for the program known as Project Head-
start to provide comprehensive services to
ald disadvantaged preschool children in order
to enable such children to attain their full
potential; to the Committee on Education
and Labor.

1842, A letter from the Assistant Secretary
of the Interior, transmitting a draft of pro-
posed legislation to authorize appropriations
for the saline water program for fiscal year
1975, and for other purposes; to the Com-
mittee on Interior and Insular Affairs.

1943. A letter from the Assistant Secre-
tary of the Interior, transmitting the 1973
annual report of the Office of Water Re-
sources Research, pursuant to the Water Re-
sources Research Act of 1984, as amended; to
the Committee on Interior and Insular Af-
fairs.
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1944, A letter from the Assistant Secretary
of the Interior, transmitting notice of re-
ceipt of an application for a loan from the
Gering Irrigation District, Gering, Nebr,
pursuant to section 10 of the Small Reclama-
tion Projects Act of 1856; to the Committee
on Interlor and Insular Affairs.

1945. A letter from the Secretary of Com-
merce, transmitting the annual report of the
activities of the Department of Commerce
during fiscal year 1973 under the Fair Pack-
aging and Labeling Act, pursuant to sec-
tion 8 of Public Law 89-755; to the Commit-
tee on Interstate and Forelgn Commerce.

1046. A letter from the Administrator, Fed-
eral Energy Office, transmitting a draft of
proposed legislation to authorize coordination
of acquisition and analysis of energy infor-
mation, to provide for acquisition of accu-
rate, timely energy Information necessary of
the formulation of public policy, and for
other purposes; to the Committee on Inter-
state and Foreign Commerce.

1947. A letter from the Governor of the
Canal Zone, transmitting a draft of proposed
legislation to amend title 6 of the Canal
Zone Code to permit, under appropriate con-
trols, the sale in the Canal Zone of lottery
tickets issued by the Government of the Re-
public of Panama; to the Committee on Mer=-
chant Marine and Fisheries.

Recerven FroM THE COMPTROLLER GENERAL

1948. A letter from the Comptroller Gen-
eral of the United States, transmitting a re-
port on improvements needed in managing
nonexpendable end-item equipment in the
Ailr Force; to the Committee on Government
Operatlons.

REPORTS OF COMMITTEES ON PUB-
LIC BILLS AND RESOLUTIONS

Under clause 2 of rule XITI, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. HOLIFIELD: Committee on Govern-
ment Operations, HR. 11143. A bill to pro-
vide the authorization for fiscal year 1974
and succeeding fiscal years for the Commit-
tee for Purchase of Products and Services of
the Blind and Other Severely Handlcapped,
and for other purposes; with amendment
(Rept. No. 93-808) . Referred to the Commit-
tee of the Whole House on the State of the
Union.

Mr. HOLIFIELD: Committee on Govern-
ment Operations, House Joint Resolution 805.
Joint resolution extending the filing date of
the 1974 Joint Economic Committee report
(Rept. No., 93-809). Referred to the House
Calendar.

Mr. HAYS: Committee on Forelgn Affairs.
HR. 12341, A bill to amend the Foreign
Service Bulldings Act, 1928, to authorize sale
of a property in Venice to Wake Forest Uni-
versity; with amendment (Rept. No. 93-810).
Referred to the Committee of the Whole
House on the State of the Union.

Mr. HAYS: Committee on Forelgn Affairs.
H.R. 12465. A bill to amend the Foreign Serv-
ice Bulldings Act, 1926, to authorize addi-
tional appropriations for the fiscal year 1974
(Rept. No. 93-811). Referred to the Commiit-
tee of the Whole House on the State of the
Union.

Mr. HAYS: Committes on Forelgn Affairs.
HR. 12466. A bill to amend the Department
of State Appropriations Authorization Act of
1973 to authorize additional appropriations
for the fiscal year 1974, and for other pur-
poses; with amendment (Rept. No. 93-812).
Referred to the Committee of the Whole
House on the State of the Union.

Mr. PATMAN: Committee of Conference.
Conference report on 8. 386; (Rept. No. 83—
813). Ordered to be printed.

Mr. MURPHY of Ilinois: Committee on
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Rules. House Resolution 929. A resolution
providing for the consideration of H.R. 8053.
A bill to amend title 18, United States Code,
to establish within the Bureau of the Cen-
sus a Voter Registration Administration for
the purpose of administering a voter regis-
tration program through the Postal Service.
(Rept. No. 83-814). Referred to the House
Calendar.

PUBLIC BILLS AND RESOLUTIONS

Under clause 4 of rule XXII, public
bills and resolutions were introduced and
severally referred as follows:

By Mr. ASPIN (for himself and Mr,
Brown of California) :

H.R. 13030. A bill to amend the Securities
and Exchange Commission Act of 1833 to
authorize the Securities and Exchange Com-
mission to regulate the structure of certain
corporations and other firms engaged In
petroleum refining; to the Committee on In-
terstate and Foreign Commerce.

By Mr, BYRON:

H.R. 13031, A bill to amend the Internal
Revenue Code of 1954 to eliminate, in the
case of any oil or gas well located outside
the United States, the percentage depletion
allowance and the option to deduct intangi-
ble drilling and development costs and to
reduce the foreign tax credit allowed with
respect to the income derived from any such
well; to the Committee on Ways and Means,

By Mr. DOWNING:

H.R. 13032. A bill to amend title 10, United
States Code, to provide severance pay for
regular enlisted members of the U.S. Armed
Forces; to the Committee on Armed Services.

By Mr. FLYNT (for himself, Mr, Moss,
Mr. Eowarps of California, and Mr.
McCrLorY) :

HR. 12033. A bill to amend title 18 of the
United States Code to prohibit the trans-
portation or use in interstate or foreign com-
merce of counterfeit, fictitious, altered, lost
or stolen transportation tickets; to the Com-
mittee on the Judiciary.

By Mr, FROEHLICH:

H.R. 13034. A Dbill to prohibit for a tempor-
ary period the exportation of ferrous scrap,
and for other purposes; to the Committee on
Banking and Currency.

By Mrs. GRASSO:

H.R. 13035. A bill to authorize recomputa-
tion at age 80 of the retired pay of members
and former members of the uniformed serv-
ices whose retired pay is computed on the
basis of pay scales in effect prior to January 1,
1972, and for other purposes; to the Com-
mittee on Armed Services.

H.R. 13036. A bill to establish ldentification
and reporting procedures to determine the
existence and causes of shortages of products
in interstate commerce; to the Committee on
Interstate and Foreign Commerce,

By Mr, HANLEY:

H.R. 13037. A bill to amend section 1201
of title 18 of the United States Code to clarify
the intent of the Congress by creating a pre-
sumption that a person who voluntarily
agrees to travel with another to a particular
destination, but does not arrive at such des-
tination after a reasonable period of time,
is inveigled or decoyed, within the meaning
of such section; to the Committee on the
Judiclary.

HR. 13038. A bill to amend title 5, United
States Code, to protect civillan employees of
the executive branch of the U.8. Government
in the enjoyment of thelr constitutional
rights, to prevent unwarranted governmental
invaslons of their privacy, and for other pur-
poses; to the Committee on Post Office and
Civil Service,

By Mr. EYROS: y

H.R. 13039. A bill to provide for establish-
ment of a national advisory commission to
develop a natonal plan for the control of epi-
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lepsy and its consequences; to the Commit-
tee on Interstate and Foreign Commerce,

H.R. 13040. A bill to amend section 902 of
the Federal Aviation Act of 1958 to prohibit
smoking aboard certain alrcraft opreating in
air transportation; to the Committee on In-
terstate and Forelgn Commerce.

By Mr. McDADE:

HR. 13041. A bill to amend title II of the
Comprehensive Employment and Tralning
Act of 1973 (to provide that an area is deem-
ed an area of substantial unemployment for
purposes of such title if such area has a rate
of unemployment of at least 6 percentum; to
the Committee on Education and Labor,

H.R. 13042, A bill to amend the Clean Air
Act for Energy Conservation and Conserva=
tion Requirements; to the Committee on In«
terstate and Forelgn Commerce,

By Mr. OBEY (for himself, Mr. DoMI=
NICK V, DANIELS, Mrs, SCHROEDER, MT.
RiecLE, and Mr. MOAKLEY) :

HR. 13043. A bill to amend the Internal
Revenue Code of 1854 to provide that inter=-
est shall be pald to individual taxpayers on
the calendar year basis who file their returns
before March 1 if the refund check is not
mailed out within 30 days after the return
is filed, and to require the Internal Revenue
Service to give certain information when
making refunds; to the Committee on Ways
and Means.

By Mr. PATMAN:

H.R. 13044. A bill to amend the Defense
Production Act of 1950; to the Committee on
Banking and Currency.

By Mr. PRICE of Texas:

H.R. 13045. A bill to amend title 18 of the
United States Code to provide in certain
cilrcumstances the death penalty for kidnap-
ping, and to establish a rebuttable presump=-
tion with respect to certaln unexplained dis=
appearanhces; to the Committee on the Judi-

ciary.
By Mr, SARASIN:

H.R. 13046. A bill to amend title 5 of the
United States Code with respect to the ob-
servance of Veterans Day; to the Committee
on the Judiciary.

By Mr. THOMSON of Wisconsin:

HR. 13047. A bill to support the price of
milk at 90 percentum of the parity price for
the period beginning April 1, 1974, and end-
ing March 81, 1976; to the Committee on
Agriculture. -

By Mr. ZWACH:

H.R. 13048, A bill to amend the Internal
Revenue Code of 1954 to increase to 81,200
the personal income tax exemptions of a tax-
payer (including the exemption for a spouse,
the exemptions for dependents, and the ad-
ditional exemptions for old age and blind-
ness); to the Committee on Ways and Meaus.

By Mr. BAFALIS:

HR, 13049. A bill to amend section 1201
of title 18 of the United States Code to
impose penalties on the acceptance of a
benefit extorted through kidnaping and on
assisting in the distribution of such a bene=
fit; to the Committee on the Judiclary,

By Mr. EILBERG (for himself and Mr.
FisH):

H.R. 13050. A bill to clarify the authority
of the Attorney General of the United States
to exclude and deport allens for fraudulent
entry; to the Committee on the Judiclary.

By Mr. MATSUNAGA:

H.R. 13051. A bill to provide for additional
Federal financial participation in expenses
incurred In providing benefits to Indlans,
Aleuts, Native Hawallans, and other aborig-
inal persons, under certain State public as-
sistance programs established pursuant to
the Social SBecurity Act; to the Committes
on Ways and Means.

By Mr. REES:

H.R. 18052. A bill to provide that the num-
ber on a person’s American passport and his
soclal securlty account number shall be the
same; to the Committee on Forelgn Affairs.
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By Mr. ROGERS (for  himself, Mr.
STAGGERS, Mr. SATTERFIELD, Mr. KYROS,
Mr. PREYER, Mr. SYMINGTON, Mr.
Roy, Mr. NELsgN, Mr. CARTER, Mr.
HasTINGgs, Mr. Hemnz, and Mr.
HUDNUT) :

HR. 13053. A bill to amend the Public
Health Service Act to improve the National
Cancer program and to authorize appropria-
tions for such program for the next 3 fiscal
years, and for other purposes; to the Com=-
mittee on Interstate and Foreign Commerce.

By Mr. ROONEY of Pennsylvania (for
himself and Mr. McCLORY):

H.R. 13054. A bill to eliminate discrimina-
tion based on sex in the youth programs of-
fered by the Naval Sea Cadet Corps; to the
Committee on the Judiciary.

By Mr. 8T GERMAIN:

HR. 13055. A bill to improve the conduct
and regulation of Federal election campaign
activities and to provide public financing for
such campaigns; to the Committee on House
Administration,

By Mr. JAMES V. STANTON (for him-
self, Mr. RosTENKOWSKI, Ms, HoLra-
MAN, Mr. Owens, and Mr. STOKES) :

H.R. 13056. A bill to amend the Internal
Revenue Code of 1954 to provide for income
averaging in the event of downward fluctua-
tions in income; to the Committee on Ways
and Means.

By Mr. TALCOTT:

H.J. Res. 916. Joint resolution in support
of continued undiluted U'S. sovereignty and
jurisdiction over the U.S.-owned Canal Zone
on the Isthmus of Panama; to the Committee
on Forelgn Affairs.

H.J. Res. 917. Joint resolution to authorize
the President to proclaim April 9, 1074, as
“Bataan-Corregidor Day"; to the Committee
on the Judiciary.

By Mr. BROOMFIELD:

H. Con. Res. 437. Concurrent resolution
expressing the sense of the Congress with
respect to the imprisonment in the Soviet
Union of a Lithuanian séaman who unsuc-
cessfully sought asylum aboard a U.B. Coast
Guard ship; to the Committee on Foreign
Affairs. i

By Mr. pu PONT:

H. Con. Res, 438, Concurrent resolution
to express the sense of the Congress with
respect to certain vocational and career stu-

EXTENSIONS OF REMARKS

dent organizations; to the Committee on

Education and Labor.
By Mr. KING:

H. Con. Res. 439. Concurrent resolution
commending the American Song Festival as
an important addition to the cultural life
of the United States and paying tribute to
the songwriters of the world; to the Com-
mittee on the Judiciary.

By Mr. CHAPPELL:

H. Res. 919, Resolution disapproving the
recommendations of the President with the
respect to the rates of pay of certain Federal
officials transmitted to the Congress in the
budget for the fiscal year ending June 30,
1975; to the Committee on Post Office and
Civil SBervice.

By Mr. EVINS of Tennessee:

H. Res. 920. Resolution to provide funds
for the expenses of the Investigations and
studies authorized by H. Res. 19; to the Com~
mittee on House Administration.

By Mr. GUNTER (for himself, Mr.
LEaMAN, Mr., MappeEN, Mr. BTEELE,
Mr. StoxEes, Mr. Sisx, and Mr.
GayYpos) :

H. Res. 921. Resolution creating a select
committee to conduct an investigation and
study of the role of the oll and gas indusiry
in contributing to the current energy crisls;
to the Committee on Rules.

By Mr. HANRAHAN:

H. Res. 922. Resolution disapproving con-
gressional pay raises; to the Committee on
Post Office and Civil Service.

By Mr. HAYS:

H. Res, 923, Resolutlon providing additional
compensation for services performed by cer-
tain employees in the House Publications Dis-
tribution Service; to the Committee on House
Administration.

By Mr, HECHLER of West Virginia:

H. Res. 924, Resolution disapproving the
recommendations of the President with
respect to the rates of pay of Federal officials
transmitted to the Congress in the budget
for the fiscal year ending June 30, 1975; to
the Committee on Post Office and Clvil
Bervice.

By Mr. THOMSON of Wisconsin:

H. Res. 9§25. Resolution disapproving the
recommendations of the President with
respect to the rates of pay of Federal officials
transmitted to the Congress in the budget for
the fiscal year ending June 30, 1975; to the
Committee on Post Office and Clvil Service.
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H. Res. 926. Resolution relative to con-
sideration of H. Res. 807; to the Committee
on Rules.

By Mr. TOWELL of Nevada:

H. Res. 927. Resolution disapproving the
recommendations of the President with re-
spect to rates of pay of Members of Congress
transmitted to the Congress in the appendix
to the budget for the fiscal year 1975, and
for other purposes; to the Committee on Post
Office and Civil Service.

By Mr. YATES (for himself, Mr. Mrr=
cHELL of Maryland, Mr. BINGHAM,
Mr. StoxEs, Mr. CLEVELAND, MrS.
CorrinNs of Illinois, Mr. PepPER, Mr.
Fascerr, Mr. FrENzEL, and -Mr.
Dicas) @

H. Res. 928. Resolution providing for tele-
vision and radio coverage of proceedings in
the Chamber of the House of Representatives
on any resolution to impeach the President
of the United States; to the Committee on
Rules.

MEMORIALS

Under clause 4 of rule XXIT, memorials
were presented and referred as follows:

358. By the SPEAKER: A memorial of the
Legislature of the State of Ohio, ratifying the
proposed amendment to the Constitution of
the United States relative to equal rights for
men and women; to the Committee on the
Judiciary.

359. Also, memorial of the Legislature of
the State of South Dakota, relative to energy
crisis reyenue sharing; to the Committee on
Ways and Means.

PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXIT,
Mr. REES introduced a bill (HR. 13057)

for the relief of Jack and Susan Soll; to the
Committee on the Judiclary.

PETITIONS, ETC.

Under clause 1 of rule XXIT,

394, The SPEAKER presented a petition of
the Maui County Council, Hawall, relative
to the preservation as a National Historlc Site
of the Ealaupapa Settlement; to the Com-
mittee on Interior and Insular Affairs.
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OGONTZ FIRE COMPANY HONORS
50-YEAR VETERAN i

HON. RICHARD S. SCHWEIKER

OF PENNSYLVANIA
IN THE SENATE OF THE UNITED STATES
Tuesday, February 26, 1974

Mr. SCHWEIKER. Mr. President, like
all States, Pennsylvania is greatly de-
pendent upon its force of volunteer fire-
men. There are some 245 volunteer fire
departments in Pennsylvania, and ap-
proximately 165,000 of the State’s 170,500
firemen are volunteers.

One of those volunteers, John Gotts-
chalk, has served the Ogontz Fire De-
partment in Cheltenham Township for
50 years, having joined it on his 17th
birthday in 1924, He will be honored at a
March 2 banquet as the first member of
the Ogontz Department to complete 50
vears of continuous, active service.

Mr. President, I join with the mem-
bers of the Ogontz Fire Company in wish-
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ing John Gottschalk congratulations on
his half a century of dedicated public
service, and I ask unanimous consent
that a Philacdelphia Bulletin article de-
scribing his career be printed in the
Extensions of Remarks.

There being no objection, the article
was ordered to be printed in the Recorp,
as follows:

FIre CoMPANY WILL HoNor 50-YEAR, DEAFP
J VETERANS
(By Judy Tucker)

If John Gottschalk couldn’t read lips, he
would not have found out about the party.
Or about the watch that wlll be presented to
him next month by the Ogontz Volunteer
Fire company, Cheltenham township.

Gotischalk just happened to be looking
when some of the firehouse crew were dis-
cussing plans to honor him for his 50 years
of active service,

Gottsehalk, 67, doesn't seem to mind that
the surprise was spoiled. He is enjoying the
anticipation.

Born deaf, Gottschalk attended special
schools so he could learn to read lips and to

make the guttural sounds which his close
friends and family have come to understand.

During an interview last week, Gottschalk
used sounds and motions to tell the story of
his fire company service to his wife.

Mrs. Gottschalk repeated it to a reporter.

“From the time he was five years old, he
says he wanted to be a fireman,” Mrs, Gotts=-
chalk sald. “His father was chief at Ogontz
and his four brothers were all firemen there
« « . @1l of them officers and one of them was
Cheltenham Township fire marshal.”

Mrs. Gotischalk said the women'’s auxiliary
of the fire company had been founded by her
mother-in-law and the fire training center,
on Tookany Creek Parkway, named in mem-
ory of his brother William.

On John Gottschalk’s 17th birthday, in
1924, he joined the Ogontz Fire Company—
then located on Old York road, just north
of the Reading Rallroad overpass. At that
time, however, no one under the age of 21
could serve as a fire fighter. So Gottschalk
had to satisfy himself with the chores of a
“junior fireman”—polishing the trucks at
the firehouse and working as a “runner,” or
message carrier.

Since his 21st birthday, however, he has
been an active member of the Ogontz Com-
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