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House where it will be automatically 
blue slipped, meaning that the bill is 
dead. So it is quite clear the repeal of 
the gas tax is nothing more than an ef-
fort to make a political statement, and 
I think the political statement is not 
appropriate. 

If the majority is serious about this 
matter, it should call up, for example, 
the House-passed tax bill. There is one 
there, H.R. 3081, dealing with minimum 
wage and various other tax matters. 

I do not believe there is anyone in 
this body who does not want a tax de-
crease on fuel. But this is not the way 
to go about it. Let’s keep in mind 
where we are. OPEC has agreed to 
produce more oil. In addition to that, 
there are other nations, such as Mexico 
and Norway, that have agreed to 
produce more oil. It is going to take 
some time before these gas prices go 
down, but they will. 

To show how really frail in logic the 
majority is on this matter, they recog-
nize it should be just a short-term fix. 
That is, by the end of the year a cer-
tain mechanical thing would happen 
that would reestablish the tax. Re-
member, we are talking about a tax of 
4.3 cents per gallon. So I think the ac-
tion by the majority leader is wrong. 

There are a lot of things we can do, I 
think, to meet some of the demands for 
fuel we have in this country. For exam-
ple, there are 300,000 barrels of oil 
every day produced in our country, in 
Alaska, that are shipped to Asia. 
Should that oil not be shipped to the 
United States? Obviously, the answer 
is yes. 

There is also every reason to believe 
there are things we can do to lessen 
our dependency on this foreign oil. We 
could develop alternative fuels. I think 
we could improve the efficiency of en-
ergy use through different economy 
measures. One of the things we have 
not done for many years is advance and 
enhance fuel efficiency standards, what 
we call CAFE. Given the modern tech-
nology that we have, there is no reason 
in the world we cannot produce auto-
mobiles in America that are more fuel 
efficient. We did it once before, and it 
was tremendous. It was unheard of, 
that cars would get over 20 miles to the 
gallon of gasoline, but we were able to 
do that through modern technology. 

We need to promote renewable en-
ergy. In what ways? Geothermal, solar, 
wind. As soon as the energy crisis was 
over, it seemed we backed off from that 
as a government. We fight every year 
in this Senate Chamber. Every year, 
there is a battle. I am the ranking 
member of the Energy and Water De-
velopment Subcommittee on Appro-
priations. Senator DOMENICI, from New 
Mexico, is the chairman. We have an 
ongoing battle in here every year, try-
ing to get more money for alternative 
energy programs—geothermal, solar, 
wind. 

There are other things that simply 
need to be done that are not being 
done. Reducing the price of fuel by 4.3 
cents a gallon for part of a year is not 
the solution to the problem. 

It is important that we recognize 
some of the things that are being writ-
ten around the country. There are lots 
of things being written about how fool-
ish it would be to reduce the price of 
gas for part of the year by 4.3 cents a 
gallon, especially when one keeps in 
mind the tremendous infrastructure 
needs in this country. 

Take, for instance, the State of Ne-
vada. I hope to travel to Nevada tomor-
row to be part of a very large celebra-
tion. That celebration will deal with 
cutting a ribbon to open a highway 
project, the largest public works 
project in the history of the State of 
Nevada, except for Hoover Dam and a 
few other programs. Certainly, without 
question, it is the largest public works 
project that relates to highways. This 
one thing we call the spaghetti bowl 
cost $100 million. 

Those moneys came from this tax. 
When the American consumer goes to 
the fuel pump and buys gasoline, there 
is money taken every time, about 18 
cents a gallon, and put into a trust 
fund. That money can be used for the 
construction of roads, bridges, high-
ways. That is why I am able to go to 
Las Vegas tomorrow and cut the ribbon 
on this project. It will alleviate traffic 
problems significantly in that area. 

These programs take place all over 
America, and if we cut this program, if 
we eliminate this 4.3-cents-a-gallon 
gasoline tax, it will mean we will not 
have approximately $6 billion a year 
for construction projects around the 
country. 

That is why there is a bipartisan ef-
fort to defeat this foolish proposal to 
take away this tax. 

I was here yesterday afternoon when 
Senator WARNER of Virginia, who 
serves, and has served for many years, 
on the Environment and Public Works 
Committee and is one of the senior 
members of that committee, said it is 
not the right thing to do. Sitting in the 
position of Presiding Officer yesterday 
was Senator VOINOVICH of Ohio. He was 
relieved of his duties as Presiding Offi-
cer and came down and gave a speech 
as to why this should not be done. 

I hope we will look at this and realize 
that papers all over America, not the 
least of which is the New York Times, 
talks about the ‘‘Gasoline Tax Fol-
lies.’’ This means it is simply a foolish 
thing to do. 

Quoting from the New York Times: 
Let’s start with why the oil cartel should 

love this proposal. 
Put yourself in the position of an OPEC 

minister: What sets the limits to how high 
you want to push oil prices? The answer is 
that you are afraid that too high a price will 
lead people to use less gasoline, heating oil 
and so on. Suppose, however, that you can 
count on the U.S. Government to reduce gas-
oline taxes whenever the price of crude oil 
rises. Then Americans are less likely to re-
duce their oil consumption if you conspire to 
drive prices up—which makes such a con-
spiracy a considerably more attractive prop-
osition. 

They go on to say: 
A cynic might suggest that that is the 

point. 

They are being critical in this arti-
cle, among other things, about Gov. 
George W. Bush pushing for repeal of 
this gas tax. In fact, they say, as others 
say, it appears his solution to all the 
problems in America today is tax re-
duction. For example, we know he 
wants over a $1 trillion tax cut over 
the next few years. The American peo-
ple do not accept this. Why? Because 
they think it is more important that 
we have targeted tax cuts and we also 
spend these moneys, if we have extra 
moneys, to do something about edu-
cation, to fix the prescription drug 
problem we have with Medicare, make 
sure we bolster Social Security, and, 
most important, that we do something 
to reduce the $5 trillion debt that has 
accumulated. 

This New York Times article goes on 
to state: 

A cynic might suggest that that is the 
point. But I’d rather think that Mr. Bush 
isn’t deliberately trying to throw his friends 
in the oil industry a few extra billions; I pre-
fer to believe that the candidate, or which-
ever adviser decided to make gasoline taxes 
an issue, was playing a political rather than 
a financial game. . . . 

This is one case in which a tax cut would 
lead directly to cutbacks in a necessary and 
popular government service. 

I hope the Senate, in a bipartisan 
fashion, will resoundingly defeat this 
effort to roll back this 4.3-cents-a-gal-
lon gas tax. There are other places we 
can look to move taxes back or adjust 
taxes. Certainly, this is not one of 
those places. We need to do better than 
this. 

I repeat, I hope in a bipartisan fash-
ion this afternoon we will defeat the 
motion to invoke cloture on the repeal 
of the 4.3-cents-a-gallon gas tax. 

The PRESIDING OFFICER. The Sen-
ator from Texas. 

f 

MEASURES PLACED ON THE 
CALENDAR—S. 2314 AND S. 2323 

Mr. GRAMM. Mr. President, I under-
stand there are two bills at the desk 
due for their second reading. 

The PRESIDING OFFICER. The 
clerk will report the bills by title. 

The bill clerk read as follows: 
A bill (S. 2314) for the relief of Elian Gon-

zalez. 
A bill (S. 2323) to amend the Fair Labor 

Standards Act of 1938 to clarify the treat-
ment of stock options under the Act. 

Mr. GRAMM. Mr. President, I object 
to further proceedings on these bills at 
this time. 

The PRESIDING OFFICER. The bills 
will be placed on the calendar. 

f 

LAUNCHING OUR COMMUNITIES’ 
ACCESS TO LOCAL TELEVISION 
ACT OF 2000 
The PRESIDING OFFICER. Under 

the previous order, the Senate will now 
proceed to the consideration of S. 2097, 
which the clerk will report by title. 

The legislative clerk read as follows: 
A bill (S. 2097) to authorize loan guaran-

tees in order to facilitate access to local tel-
evision broadcast signals in unserved areas, 
and for other purposes. 
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The Senate proceeded to consider the 

bill which had been reported from the 
Committee on Banking, Housing, and 
Urban Affairs, with an amendment to 
strike all after the enacting clause and 
insert in lieu thereof the following: 
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Launching Our 
Communities’ Access to Local Television Act of 
2000’’. 
SEC. 2. PURPOSE. 

The purpose of this Act is to facilitate access, 
on a technologically neutral basis and by De-
cember 31, 2006, to signals of local television sta-
tions for households located in unserved areas 
and underserved areas. 
SEC. 3. LOCAL TELEVISION LOAN GUARANTEE 

BOARD. 
(a) ESTABLISHMENT.—There is established the 

LOCAL Television Loan Guarantee Board (in 
this Act referred to as the ‘‘Board’’). 

(b) MEMBERS.— 
(1) IN GENERAL.—Subject to paragraph (2), the 

Board shall consist of the following members: 
(A) The Secretary of the Treasury, or the des-

ignee of the Secretary. 
(B) The Chairman of the Board of Governors 

of the Federal Reserve System, or the designee 
of the Chairman. 

(C) The Secretary of Agriculture, or the des-
ignee of the Secretary. 

(2) REQUIREMENT AS TO DESIGNEES.—An indi-
vidual may not be designated a member of the 
Board under paragraph (1) unless the indi-
vidual is an officer of the United States pursu-
ant to an appointment by the President, by and 
with the advice and consent of the Senate. 

(c) FUNCTIONS OF THE BOARD.— 
(1) IN GENERAL.—The Board shall determine 

whether or not to approve loan guarantees 
under this Act. The Board shall make such de-
terminations consistent with the purpose of this 
Act and in accordance with this subsection and 
section 4 of this Act. 

(2) CONSULTATION AUTHORIZED.— 
(A) IN GENERAL.—In carrying out its functions 

under this Act, the Board shall consult with 
such departments and agencies of the Federal 
Government as the Board considers appropriate, 
including the Department of Commerce, the De-
partment of Agriculture, the Department of the 
Treasury, the Department of Justice, the De-
partment of the Interior, the Board of Governors 
of the Federal Reserve System, the Federal Com-
munications Commission, the Federal Trade 
Commission, and the National Aeronautics and 
Space Administration. 

(B) RESPONSE.—A department or agency con-
sulted by the Board under subparagraph (A) 
shall provide the Board such expertise and as-
sistance as the Board requires to carry out its 
functions under this Act. 

(3) APPROVAL BY MAJORITY VOTE.—The deter-
mination of the Board to approve a loan guar-
antee under this Act shall be by a vote of a ma-
jority of the Board. 
SEC. 4. APPROVAL OF LOAN GUARANTEES. 

(a) AUTHORITY TO APPROVE LOAN GUARAN-
TEES.—Subject to the provisions of this section 
and consistent with the purpose of this Act, the 
Board may approve loan guarantees under this 
Act. 

(b) REGULATIONS.— 
(1) REQUIREMENTS.—The Administrator (as 

defined in section 5 of this Act), under the direc-
tion of and for approval by the Board, shall pre-
scribe regulations to implement the provisions of 
this Act and shall do so not later than 120 days 
after funds authorized to be appropriated under 
section 10 of this Act have been appropriated in 
a bill signed into law. 

(2) ELEMENTS.—The regulations prescribed 
under paragraph (1) shall— 

(A) set forth the form of any application to be 
submitted to the Board under this Act; 

(B) set forth time periods for the review and 
consideration by the Board of applications to be 

submitted to the Board under this Act, and for 
any other action to be taken by the Board with 
respect to such applications; 

(C) provide appropriate safeguards against 
the evasion of the provisions of this Act; 

(D) set forth the circumstances in which an 
applicant, together with any affiliate of an ap-
plicant, shall be treated as an applicant for a 
loan guarantee under this Act; 

(E) include requirements that appropriate par-
ties submit to the Board any documents and as-
surances that are required for the administra-
tion of the provisions of this Act; and 

(F) include such other provisions consistent 
with the purpose of this Act as the Board con-
siders appropriate. 

(3) CONSTRUCTION.—(A) Nothing in this Act 
shall be construed to prohibit the Board from re-
quiring, to the extent and under circumstances 
considered appropriate by the Board, that affili-
ates of an applicant be subject to certain obliga-
tions of the applicant as a condition to the ap-
proval or maintenance of a loan guarantee 
under this Act. 

(B) If any provision of this Act or the applica-
tion of such provision to any person or entity or 
circumstance is held to be invalid by a court of 
competent jurisdiction, the remainder of this 
Act, or the application of such provision to such 
person or entity or circumstance other than 
those as to which it is held invalid, shall not be 
affected thereby. 

(c) AUTHORITY LIMITED BY APPROPRIATIONS 
ACTS.—The Board may approve loan guarantees 
under this Act only to the extent provided for in 
advance in appropriations Acts. The Board may 
delegate to the Administrator (as defined in sec-
tion 5 of this Act) the authority to approve loan 
guarantees of up to $20,000,000. To the extent 
the Administrator is delegated such authority, 
the Administrator shall comply with the terms of 
this Act applicable to the Board. 

(d) REQUIREMENTS AND CRITERIA APPLICABLE 
TO APPROVAL.— 

(1) IN GENERAL.—The Board shall utilize the 
underwriting criteria developed under sub-
section (g), and any relevant information pro-
vided by the departments and agencies with 
which the Board consults under section 3, to de-
termine which loans may be eligible for a loan 
guarantee under this Act. 

(2) PREREQUISITES.—In addition to meeting 
the underwriting criteria under paragraph (1), a 
loan may not be guaranteed under this Act un-
less— 

(A) the loan is made to finance the acquisi-
tion, improvement, enhancement, construction, 
deployment, launch, or rehabilitation of the 
means by which local television broadcast sig-
nals will be delivered to an unserved area or un-
derserved area; 

(B) the proceeds of the loan will not be used 
for operating expenses; 

(C) the proposed project, as determined by the 
Board in consultation with the National Tele-
communications and Information Administra-
tion, is not likely to have a substantial adverse 
impact on competition that outweighs the bene-
fits of improving access to the signals of a local 
television station in an unserved area or under-
served area; 

(D) the loan is provided by an insured deposi-
tory institution (as that term is defined in sec-
tion 3 of the Federal Deposit Insurance Act) 
that is acceptable to the Board, and has terms, 
in the judgment of the Board, that are con-
sistent in material respects with the terms of 
similar obligations in the private capital market; 

(E) repayment of the loan is required to be 
made within a term of the lesser of— 

(i) 25 years from the date of the execution of 
the loan; or 

(ii) the economically useful life, as determined 
by the Board or in consultation with persons or 
entities deemed appropriate by the Board, of the 
primary assets to be used in the delivery of the 
signals concerned; and 

(F) the loan meets any additional criteria de-
veloped under subsection (g). 

(3) PROTECTION OF UNITED STATES FINANCIAL 
INTERESTS.—The Board may not approve the 
guarantee of a loan under this Act unless— 

(A) the Board has been given documentation, 
assurances, and access to information, persons, 
and entities necessary, as determined by the 
Board, to address issues relevant to the review 
of the loan by the Board for purposes of this 
Act; and 

(B) the Board makes a determination in writ-
ing that— 

(i) to the best of its knowledge upon due in-
quiry, the assets, facilities, or equipment covered 
by the loan will be utilized economically and ef-
ficiently; 

(ii) the terms, conditions, security, and sched-
ule and amount of repayments of principal and 
the payment of interest with respect to the loan 
protect the financial interests of the United 
States and are reasonable; 

(iii) to the extent possible, the value of collat-
eral provided by an applicant is at least equal 
to the unpaid balance of the loan amount cov-
ered by the loan guarantee (the ‘‘Amount’’ for 
purposes of this clause); and if the value of col-
lateral provided by an applicant is less than the 
Amount, the additional required collateral is 
provided by any affiliate of the applicant; and 
if the combined value of collateral provided by 
an applicant and any affiliate is not at least 
equal to the Amount, the collateral from such 
affiliate represents all of such affiliate’s assets; 

(iv) all necessary and required regulatory and 
other approvals, spectrum rights, and delivery 
permissions have been received for the loan, the 
project under the loan, and the Other Debt, if 
any, under subsection (f)(2)(B); 

(v) the loan would not be available on reason-
able terms and conditions without a loan guar-
antee under this Act; and 

(vi) repayment of the loan can reasonably be 
expected. 

(e) CONSIDERATIONS.— 
(1) TYPE OF MARKET.— 
(A) PRIORITY CONSIDERATIONS.—To the max-

imum extent practicable, the Board shall give 
priority in the approval of loan guarantees 
under this Act in the following order: First, to 
projects that will serve the greatest number of 
households in unserved areas; and second, to 
projects that will serve the greatest number of 
households in underserved areas. In each in-
stance, the Board shall consider the project’s es-
timated cost per household to be served. 

(B) PROHIBITION.—The Board may not ap-
prove a loan guarantee under this Act for a 
project that is designed primarily to serve 1 or 
more of the 40 most populated designated market 
areas (as that term is defined in section 122(j) of 
title 17, United States Code). 

(2) OTHER CONSIDERATIONS.—The Board shall 
consider other factors, which shall include 
projects that would— 

(A) offer a separate tier of local broadcast sig-
nals, but for applicable Federal, State, or local 
laws or regulations; 

(B) provide lower projected costs to consumers 
of such separate tier; and 

(C) enable the delivery of local broadcast sig-
nals consistent with the purpose of this Act by 
a means reasonably compatible with existing 
systems or devices predominantly in use. 

(f) GUARANTEE LIMITS.— 
(1) LIMITATION ON AGGREGATE VALUE OF 

LOANS.—The aggregate value of all loans for 
which loan guarantees are issued under this Act 
(including the unguaranteed portion of loans 
issued under paragraph (2)(A)) and Other Debt 
under paragraph (2)(B) may not exceed 
$1,250,000,000. 

(2) GUARANTEE LEVEL.—A loan guarantee 
issued under this Act— 

(A) may not exceed an amount equal to 80 
percent of a loan meeting in its entirety the re-
quirements of subsection (d)(2)(A). If only a por-
tion of a loan meets the requirements of that 
subsection, the Board shall determine that per-
centage of the loan meeting such requirements 
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(the ‘‘applicable portion’’) and may issue a loan 
guarantee in an amount not exceeding 80 per-
cent of the applicable portion; or 

(B) may, as to a loan meeting in its entirety 
the requirements of subsection (d)(2)(A), cover 
the amount of such loan only if that loan is for 
an amount not exceeding 80 percent of the total 
debt financing for the project, and other debt fi-
nancing (also meeting in its entirety the require-
ments of subsection (d)(2)(A)) from the same 
source for a total amount not less than 20 per-
cent of the total debt financing for the project 
(‘‘Other Debt’’) has been approved. 

(g) UNDERWRITING CRITERIA.—Within the pe-
riod provided for under subsection (b)(1), the 
Board shall, in consultation with the Director of 
the Office of Management and Budget and an 
independent public accounting firm, develop un-
derwriting criteria relating to the guarantee of 
loans that are consistent with the purpose of 
this Act, including appropriate collateral and 
cash flow levels for loans guaranteed under this 
Act, and such other matters as the Board con-
siders appropriate. 

(h) CREDIT RISK PREMIUMS.— 
(1) ESTABLISHMENT AND ACCEPTANCE.—The 

Board may establish and approve the accept-
ance of credit risk premiums with respect to a 
loan guarantee under this Act in order to cover 
the cost, as determined under section 504(b)(1) of 
the Federal Credit Reform Act of 1990, of the 
loan guarantee. To the extent that appropria-
tions of budget authority are insufficient to 
cover the cost, as so determined, of a loan guar-
antee under this Act, credit risk premiums shall 
be accepted from a non-Federal source under 
this subsection on behalf of the applicant for 
the loan guarantee. 

(2) CREDIT RISK PREMIUM AMOUNT.— 
(A) IN GENERAL.—The Board shall determine 

the amount of any credit risk premium to be ac-
cepted with respect to a loan guarantee under 
this Act on the basis of— 

(i) the financial and economic circumstances 
of the applicant for the loan guarantee, includ-
ing the amount of collateral offered; 

(ii) the proposed schedule of loan disburse-
ments; 

(iii) the business plans of the applicant for 
providing service; 

(iv) any financial commitment from a broad-
cast signal provider; and 

(v) the concurrence of the Director of the Of-
fice of Management and Budget as to the 
amount of the credit risk premium. 

(B) PROPORTIONALITY.—To the extent that 
appropriations of budget authority are suffi-
cient to cover the cost, as determined under sec-
tion 504(b)(1) of the Federal Credit Reform Act 
of 1990, of loan guarantees under this Act, the 
credit risk premium with respect to each loan 
guarantee shall be reduced proportionately. 

(C) PAYMENT OF PREMIUMS.—Credit risk pre-
miums under this subsection shall be paid to an 
account (the ‘‘Escrow Account’’) established in 
the Treasury which shall accrue interest and 
such interest shall be retained by the account, 
subject to subparagraph (D). 

(D) DEDUCTIONS FROM ESCROW ACCOUNT.—If a 
default occurs with respect to any loan guaran-
teed under this Act and the default is not cured 
in accordance with the terms of the underlying 
loan or loan guarantee agreement, the Adminis-
trator, in accordance with subsections (h) and 
(i) of section 5 of this Act, shall liquidate, or 
shall cause to be liquidated, all assets 
collateralizing such loan as to which it has a 
lien or security interest. Any shortfall between 
the proceeds of the liquidation net of costs and 
expenses relating to the liquidation, and the 
guarantee amount paid pursuant to this Act 
shall be deducted from funds in the Escrow Ac-
count and credited to the Administrator for pay-
ment of such shortfall. At such time as deter-
mined under subsection (d)(2)(E) when all loans 
guaranteed under this Act have been repaid or 
otherwise satisfied in accordance with this Act 
and the regulations promulgated hereunder, re-

maining funds in the Escrow Account, if any, 
shall be refunded, on a pro rata basis, to appli-
cants whose loans guaranteed under this Act 
were not in default, or where any default was 
cured in accordance with the terms of the un-
derlying loan or loan guarantee agreement. 

(i) JUDICIAL REVIEW.—The decision of the 
Board to approve or disapprove the making of a 
loan guarantee under this Act shall not be sub-
ject to judicial review. 
SEC. 5. ADMINISTRATION OF LOAN GUARANTEES. 

(a) IN GENERAL.—The Administrator of the 
Rural Utilities Service (in this Act referred to as 
the ‘‘Administrator’’) shall issue and otherwise 
administer loan guarantees that have been ap-
proved by the Board in accordance with sections 
3 and 4 of this Act. 

(b) SECURITY FOR PROTECTION OF UNITED 
STATES FINANCIAL INTERESTS.— 

(1) TERMS AND CONDITIONS.—An applicant 
shall agree to such terms and conditions as are 
satisfactory, in the judgment of the Board, to 
ensure that, as long as any principal or interest 
is due and payable on a loan guaranteed under 
this Act, the applicant— 

(A) shall maintain assets, equipment, facili-
ties, and operations on a continuing basis; 

(B) shall not make any discretionary dividend 
payments that impair its ability to repay obliga-
tions guaranteed under this Act; and 

(C) shall remain sufficiently capitalized. 
(2) COLLATERAL.— 
(A) EXISTENCE OF ADEQUATE COLLATERAL.— 

An applicant shall provide the Board such doc-
umentation as is necessary, in the judgment of 
the Board, to provide satisfactory evidence that 
appropriate and adequate collateral secures a 
loan guaranteed under this Act. 

(B) FORM OF COLLATERAL.—Collateral re-
quired by subparagraph (A) shall consist solely 
of assets of the applicant, any affiliate of the 
applicant, or both (whichever the Board con-
siders appropriate), including primary assets to 
be used in the delivery of signals for which the 
loan is guaranteed. 

(C) REVIEW OF VALUATION.—The value of col-
lateral securing a loan guaranteed under this 
Act may be reviewed by the Board, and may be 
adjusted downward by the Board if the Board 
reasonably believes such adjustment is appro-
priate. 

(3) LIEN ON INTERESTS IN ASSETS.—Upon the 
Board’s approval of a loan guarantee under this 
Act, the Administrator shall have liens on assets 
securing the loan, which shall be superior to all 
other liens on such assets, and the value of the 
assets (based on a determination satisfactory to 
the Board) subject to the liens shall be at least 
equal to the unpaid balance of the loan amount 
covered by the loan guarantee, or that value ap-
proved by the Board under section 4(d)(3)(B)(iii) 
of this Act. 

(4) PERFECTED SECURITY INTEREST.—With re-
spect to a loan guaranteed under this Act, the 
Administrator and the lender shall have a per-
fected security interest in assets securing the 
loan that are fully sufficient to protect the fi-
nancial interests of the United States and the 
lender. 

(5) INSURANCE.—In accordance with practices 
in the private capital market, as determined by 
the Board, the applicant for a loan guarantee 
under this Act shall obtain, at its expense, in-
surance sufficient to protect the financial inter-
ests of the United States, as determined by the 
Board. 

(c) ASSIGNMENT OF LOAN GUARANTEES.—The 
holder of a loan guarantee under this Act may 
assign the loan guaranteed under this Act in 
whole or in part, subject to such requirements as 
the Board may prescribe. 

(d) MODIFICATION.—The Board may approve 
the modification of any term or condition of a 
loan guarantee or a loan guaranteed under this 
Act, including the rate of interest, time of pay-
ment of principal or interest, or security require-
ments only if— 

(1) the modification is consistent with the fi-
nancial interests of the United States; 

(2) consent has been obtained from the parties 
to the loan agreement; 

(3) the modification is consistent with the un-
derwriting criteria developed under section 4(g) 
of this Act; 

(4) the modification does not adversely affect 
the interest of the Federal Government in the 
assets or collateral of the applicant; 

(5) the modification does not adversely affect 
the ability of the applicant to repay the loan; 
and 

(6) the National Telecommunications and In-
formation Administration has been consulted by 
the Board regarding the modification. 

(e) PERFORMANCE SCHEDULES.— 
(1) PERFORMANCE SCHEDULES.—An applicant 

for a loan guarantee under this Act for a project 
covered by section 4(e)(1) of this Act shall enter 
into stipulated performance schedules with the 
Administrator with respect to the signals to be 
provided through the project. 

(2) PENALTY.—The Administrator may assess 
against and collect from an applicant described 
in paragraph (1) a penalty not to exceed 3 times 
the interest due on the guaranteed loan of the 
applicant under this Act if the applicant fails to 
meet its stipulated performance schedule under 
that paragraph. 

(f) COMPLIANCE.—The Administrator, in co-
operation with the Board and as the regulations 
of the Board may provide, shall enforce compli-
ance by an applicant, and any other party to a 
loan guarantee for whose benefit assistance 
under this Act is intended, with the provisions 
of this Act, any regulations under this Act, and 
the terms and conditions of the loan guarantee, 
including through the submittal of such reports 
and documents as the Board may require in reg-
ulations prescribed by the Board and through 
regular periodic inspections and audits. 

(g) COMMERCIAL VALIDITY.—A loan guarantee 
under this Act shall be incontestable— 

(1) in the hands of an applicant on whose be-
half the loan guarantee is made, unless the ap-
plicant engaged in fraud or misrepresentation in 
securing the loan guarantee; and 

(2) as to any person or entity (or their respec-
tive successor in interest) who makes or con-
tracts to make a loan to the applicant for the 
loan guarantee in reliance thereon, unless such 
person or entity (or respective successor in inter-
est) engaged in fraud or misrepresentation in 
making or contracting to make such loan. 

(h) DEFAULTS.—The Board shall prescribe reg-
ulations governing defaults on loans guaranteed 
under this Act, including the administration of 
the payment of guaranteed amounts upon de-
fault. 

(i) RECOVERY OF PAYMENTS.— 
(1) IN GENERAL.—The Administrator shall be 

entitled to recover from an applicant for a loan 
guarantee under this Act the amount of any 
payment made to the holder of the guarantee 
with respect to the loan. 

(2) SUBROGATION.—Upon making a payment 
described in paragraph (1), the Administrator 
shall be subrogated to all rights of the party to 
whom the payment is made with respect to the 
guarantee which was the basis for the payment. 

(3) DISPOSITION OF PROPERTY.— 
(A) SALE OR DISPOSAL.—The Administrator 

shall, in an orderly and efficient manner, sell or 
otherwise dispose of any property or other inter-
ests obtained under this Act in a manner that 
maximizes taxpayer return and is consistent 
with the financial interests of the United States. 

(B) MAINTENANCE.—The Administrator shall 
maintain in a cost-effective and reasonable 
manner any property or other interests pending 
sale or disposal of such property or other inter-
ests under subparagraph (A). 

(j) ACTION AGAINST OBLIGOR.— 
(1) AUTHORITY TO BRING CIVIL ACTION.—The 

Administrator may bring a civil action in an ap-
propriate district court of the United States in 
the name of the United States or of the holder 
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of the obligation in the event of a default on a 
loan guaranteed under this Act. The holder of a 
loan guarantee shall make available to the Ad-
ministrator all records and evidence necessary 
to prosecute the civil action. 

(2) FULLY SATISFYING OBLIGATIONS OWED THE 
UNITED STATES.—The Administrator may accept 
property in satisfaction of any sums owed the 
United States as a result of a default on a loan 
guaranteed under this Act, but only to the ex-
tent that any cash accepted by the Adminis-
trator is not sufficient to satisfy fully the sums 
owed as a result of the default. 

(k) BREACH OF CONDITIONS.—The Adminis-
trator shall commence a civil action in a court 
of appropriate jurisdiction to enjoin any activity 
which the Board finds is in violation of this Act, 
the regulations under this Act, or any condi-
tions which were duly agreed to, and to secure 
any other appropriate relief, including relief 
against any affiliate of the applicant. 

(l) ATTACHMENT.—No attachment or execution 
may be issued against the Administrator or any 
property in the control of the Administrator 
pursuant to this Act before the entry of a final 
judgment (as to which all rights of appeal have 
expired) by a Federal, State, or other court of 
competent jurisdiction against the Administrator 
in a proceeding for such action. 

(m) FEES.— 
(1) APPLICATION FEE.—The Board may charge 

and collect from an applicant for a loan guar-
antee under this Act a fee to cover the cost of 
the Board in making necessary determinations 
and findings with respect to the loan guarantee 
application under this Act. The amount of the 
fee shall be reasonable. 

(2) LOAN GUARANTEE ORIGINATION FEE.—The 
Board may charge, and the Administrator may 
collect, a loan guarantee origination fee with re-
spect to the issuance of a loan guarantee under 
this Act. 

(3) USE OF FEES COLLECTED.—Any fee col-
lected under this subsection shall be used to off-
set administrative costs under this Act, includ-
ing costs of the Board and of the Administrator. 

(n) REQUIREMENTS RELATING TO AFFILIATES.— 
(1) INDEMNIFICATION.—The United States 

shall be indemnified by any affiliate (acceptable 
to the Board) of an applicant for a loan guar-
antee under this Act for any losses that the 
United States incurs as a result of— 

(A) a judgment against the applicant or any 
of its affiliates; 

(B) any breach by the applicant or any of its 
affiliates of their obligations under the loan 
guarantee agreement; 

(C) any violation of the provisions of this Act, 
and the regulations prescribed under this Act, 
by the applicant or any of its affiliates; 

(D) any penalties incurred by the applicant or 
any of its affiliates for any reason, including 
violation of a stipulated performance schedule 
under subsection (e); and 

(E) any other circumstances that the Board 
considers appropriate. 

(2) LIMITATION ON TRANSFER OF LOAN PRO-
CEEDS.—An applicant for a loan guarantee 
under this Act may not transfer any part of the 
proceeds of the loan to an affiliate. 

(o) EFFECT OF BANKRUPTCY.—(1) Notwith-
standing any other provision of law, whenever 
any person or entity is indebted to the United 
States as a result of any loan guarantee issued 
under this Act and such person or entity is in-
solvent or is a debtor in a case under title 11, 
United States Code, the debts due to the United 
States shall be satisfied first. 

(2) A discharge in bankruptcy under title 11, 
United States Code, shall not release a person or 
entity from an obligation to the United States in 
connection with a loan guarantee under this 
Act. 
SEC. 6. ANNUAL AUDIT. 

(a) REQUIREMENT.—The Comptroller General 
of the United States shall conduct on an annual 
basis an audit of the administration of the pro-
visions of this Act. 

(b) REPORT.—The Comptroller General shall 
submit to the Committee on Banking, Housing, 
and Urban Affairs of the Senate and the Com-
mittee on Banking and Financial Services of the 
House of Representatives a report on each audit 
conducted under subsection (a). 
SEC. 7. SUNSET. 

No loan guarantee may be approved under 
this Act after December 31, 2006. 
SEC. 8. RETRANSMISSION OF LOCAL TELEVISION 

BROADCAST STATIONS. 
An applicant shall be subject to applicable 

rights, obligations, and limitations of title 17, 
United States Code. If a local broadcast station 
requests carriage of its signal and is located in 
a market not served by a satellite carrier pro-
viding service under a statutory license under 
section 122 of title 17, United States Code, the 
applicant shall carry the signal of that station 
without charge, and shall be subject to the ap-
plicable rights, obligations, and limitations of 
sections 338, 614, and 615 of the Communications 
Act of 1934. 
SEC. 9. DEFINITIONS. 

In this Act: 
(1) AFFILIATE.—The term ‘‘affiliate’’— 
(A) means any person or entity that controls, 

or is controlled by, or is under common control 
with, another person or entity; and 

(B) may include any individual who is a di-
rector or senior management officer of an affil-
iate, a shareholder controlling more than 25 per-
cent of the voting securities of an affiliate, or 
more than 25 percent of the ownership interest 
in an affiliate not organized in stock form. 

(2) UNSERVED AREA.—The term ‘‘unserved 
area’’ means any area that— 

(A) is outside the grade B contour (as deter-
mined using standards employed by the Federal 
Communications Commission) of the local tele-
vision broadcast signals serving a particular 
designated market area; and 

(B) does not have access to such signals by 
other widely marketed means. 

(3) UNDERSERVED AREA.—The term ‘‘under-
served area’’ means any area that— 

(A) is outside the grade A contour (as deter-
mined using standards employed by the Federal 
Communications Commission) of the local tele-
vision broadcast signals serving a particular 
designated market area; and 

(B) has access to local television broadcast 
signals from not more than one commercial, for- 
profit multichannel video provider. 

(4) COMMON TERMS.—Except as provided in 
paragraphs (1) through (3), any term used in 
this Act that is defined in the Communications 
Act of 1934 (47 U.S.C. 151 et seq.) has the mean-
ing given that term in the Communications Act 
of 1934. 
SEC. 10. AUTHORIZATIONS OF APPROPRIATIONS. 

(a) COST OF LOAN GUARANTEES.—For the cost 
of the loans guaranteed under this Act, includ-
ing the cost of modifying the loans, as defined 
in section 502 of the Congressional Budget Act 
of 1974 (2 U.S.C. 661(a)), there are authorized to 
be appropriated for fiscal years 2001 through 
2006, such amounts as may be necessary. 

(b) COST OF ADMINISTRATION.—There is here-
by authorized to be appropriated such sums as 
may be necessary to carry out the provisions of 
this Act, other than to cover costs under sub-
section (a). 

(c) AVAILABILITY.—Any amounts appropriated 
pursuant to the authorizations of appropria-
tions in subsections (a) and (b) shall remain 
available until expended. 

The PRESIDING OFFICER. There 
will now be 1 hour for general debate 
equally divided. The Senator from 
Texas. 

Mr. GRAMM. Mr. President, at the 
end of the last session of Congress, we 
passed a very important piece of legis-
lation establishing the legal frame-
work whereby local television stations 

and satellites could negotiate con-
tracts under which television broad-
casts could be carried by satellite. 

In the midst of that conference, a siz-
able majority of the conference com-
mittee members from the House and 
the Senate concluded there was a prob-
lem in rural America that the bill they 
were considering would not address: 
that there were substantial economic 
impediments to the development of 
systems that would deliver the local 
television broadcast into remote, iso-
lated, and rural areas of the country. 

In trying to deal with this situation, 
with all the time constraints in the 
midst of a conference, an effort was 
made to write a loan guarantee into 
that bill. That loan guarantee program 
has subsequently been offered in the 
House and is pending before the House 
committee. And when I talk about it 
again, I will be talking about the bill 
as introduced in the House. 

There was great concern at that time 
about how the system would work and 
what it would cost. As a result of nu-
merous negotiations and a lot of good 
will, a decision was made to drop that 
provision at the end of the last session 
with a commitment I made that, by 
the end of this month, we would report 
a loan guarantee bill from the Banking 
Committee to address this very real 
concern. I am happy to say that on a 
bipartisan basis we reported such a bill 
by unanimous vote and we, in doing so, 
fulfilled the commitment we made at 
the end of the last session. 

Rather than go through a fairly com-
plicated bill in detail, I will focus in 
my opening statement on the problems 
we face—why it is difficult—why there 
are economic perils involved—in guar-
anteeing loans to do something that 
has never been done before using tech-
nology that is unproven, why it is so 
expensive to do this, and then how we 
have tried to deal with each of these 
problems. 

It is important to remember that 
when the Congressional Budget Office 
looked at the loan guarantee program 
pending in the House of Representa-
tives, they concluded that of the loan 
guarantees that would be made—and 
let’s be precise, a loan guarantee is 
where the taxpayers are committed to 
stand in the place of the borrower 
should the borrower default—roughly 
45 percent of the $1.25 billion worth of 
loans made under that bill will be de-
faulted. 

When I say defaulted, I am not say-
ing just that the borrower would be un-
able to pay that face amount. I am say-
ing that if one looks at the CBO esti-
mate—which is an estimate of the 
present value of the losses they esti-
mate will arrive, remembering that a 
loss 20 years from now is discounted 
using the Government’s cost of bor-
rowing—what they concluded was, as 
the bill is structured in the House, we 
were looking at the potential of the 
taxpayers paying 45 percent of the cost 
of these loan guarantees as a result of 
their being defaulted and ultimately 
not being repaid. 
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The Banking Committee, in looking 

at this number, concluded that it pre-
sented an unacceptable risk for the 
American taxpayer. 

Sometimes people get confused by 
these estimated CBO costs because the 
cost often looks low because it is the 
present value of a default which would 
occur 10 years, 20 years, even 25 years 
from now. 

But basically, the CBO analysis of 
the House bill is that we are looking at 
a potential default rate of about 45 per-
cent. 

How did we try to deal with that? 
We held a set of hearings where we 

heard from experts in industry, and we 
worked with the Congressional Budget 
Office. We decided there were two ways 
we could reduce the probability the 
taxpayer was going to end up paying 
off these loans. 

One way we could do would be to set 
up a board that could exercise inde-
pendent judgment as to the quality of 
the project being proposed and the 
risks that were involved, and that we 
could put someone who was respon-
sible, who had knowledge of financial 
markets, and who was responsible to 
the taxpayer, in a position to make 
that judgment. 

We concluded we should have a board 
made up of the Secretary of the Treas-
ury, the Chairman of the Federal Re-
serve Board, and the Secretary of Agri-
culture, or their designees—but their 
designees would have to be people who 
were appointed by the President and 
confirmed by the Senate. 

Our first line of defense is the good 
judgment and prudence of the three 
people on this board. The House would 
give that basically to a Government 
agency, but we have rejected that. 

Our second and, by far, our more im-
portant line of defense is that we do 
not guarantee the entire loan. The loan 
would have only an 80-percent guar-
antee. 

What this means is, when a private 
lender makes this loan, they are going 
to be liable for 20 percent. The protec-
tion we get from that requirement is 
not just that they lose the first 20 per-
cent, and then we lose the other 80 per-
cent, if the loan goes bad—that is im-
portant; and we guarantee that the 
taxpayer is protected first, unlike the 
House bill—but what we get is far more 
important because with a private lend-
er, if they are liable for 20 percent of 
the money, they are going to perform 
their due diligence, they are going to 
scrutinize this loan, and they are going 
to realize that if the loan goes bad, 
they are going to lose 20 percent of the 
money they have lent. 

As we initially wrote this bill—in 
fact, the language of the bill as re-
ported out of the Banking Committee I 
will amend in our first amendment 
today in an effort to reach a com-
promise—the logic was that we would 
have a private lender. The language of 
the bill requires that they be FDIC in-
sured, that they would make the loan, 
and that they would be liable for 20 
percent of the cost. 

Why is this so important? We are not 
talking about making a loan to deliver 
electricity to rural America, where we 
have a captive customer base, where 
someone cannot buy electricity from 
anybody else. We are not talking about 
making a loan to deliver telephone 
service to rural America where you ei-
ther buy from the telephone co-op or 
you do not have a telephone. We are 
talking about a very risky business 
where there will be no guaranteed rate-
payer. Nothing in this bill—nothing in 
law—requires any American living in a 
rural area to buy these services. So 
there is no captive base. When we get 
to the discussion of the amendment I 
will offer, we are going to be discussing 
this in detail because this is very im-
portant. 

The second important risk is, no one 
has ever done what we are proposing to 
do. We have one company proposing to 
use a satellite, which has a directed 
beam so that it would send a signal 
into a geographic area, and they are 
pretty confident it is going to work. In 
fact, they are going to invest over $1 
billion to build such a system to basi-
cally service these top 40 markets in 
terms of viewership. 

But the plain truth is, no one has 
ever used that satellite. So while we 
hope it will work, while we have reason 
to believe it will work, and while the 
fact that somebody is willing to invest 
$1 billion in it suggests to me it might 
very well work, we do not know it will 
work. It has never been proven on the 
scale we are talking about. 

But there is a second and more fun-
damental risk. It is one that I think, in 
our rush to do something here, we want 
to look beyond. It is not the risk that 
the technology does not work. 

Let’s say we are talking about a sat-
ellite—and our bill is neutral in terms 
of technology—but let’s say someone 
comes in and asks for a loan of $1.25 
billion to build and launch and put into 
orbit a directed beam satellite. Obvi-
ously, you have the risk that somehow 
the system does not work, it is not 
launched into orbit. Maybe they would 
buy insurance. I assume a lender would 
require that. Maybe it would work; 
maybe it wouldn’t work. 

But let’s say it does work. The big-
gest risk you face in dealing with new 
technology is we have no guarantee, 
that if someone borrowed $1.25 billion 
and we guaranteed 80 percent of it 
—and it worked perfectly—that 2 years 
from now some young computer genius, 
getting a degree in computer science at 
Texas A&M, might not develop a tech-
nology that would use the Internet to 
deliver the local TV signal and would 
do it at one one-thousandth of the cost 
of this satellite. 

I say to my colleagues, if that hap-
pened, obviously, it would be a godsend 
for rural America because then every-
body would have local television, and 
they would have it inexpensively, but 
it would not be a godsend for the tax-
payer because we all know that if that 
happened, which would be the answer 

to someone’s prayer, it would not be 
the answer to the taxpayer’s prayer. 
The company that launched that sat-
ellite and invested $1.25 billion in it 
would lose every customer they had to 
someone who could sell for one one- 
thousandth of their cost. 

Let me say, this isn’t just theo-
retical, this is happening every day in 
America. 

The taxpayer would be on the hook 
for over $800 million of losses. 

This is risky business, which is why 
the Congressional Budget Office esti-
mates that the House bill will have a 
default rate of roughly 45 cents out of 
every $1 that is loaned. That is risky 
business. 

We have tried to deal with this by es-
tablishing a loan board to exercise due 
diligence, requiring a private lender, as 
it is now written, and an FDIC-insured 
lender, so basically we are talking 
about an institution that is in business 
to make money, and they are going to 
be making loans. They can make loans 
to anybody—to REA or to a private, 
for-profit company. They know as the 
bill is now written, they are going to 
be liable for 20 percent of that loan. If 
it goes bad, they will lose that money. 

It is my understanding that we are 
going to have a series of amendments 
that assault, in my opinion, these two 
basic protections of this bill. One 
amendment, which has been discussed, 
is the amendment to let Government 
lend the money. I totally and abso-
lutely reject that. If we let Govern-
ment lend any of this money, we de-
stroy the whole foundation of this bill. 
Our protection is, if Chase Manhattan 
is lending this money, they are liable 
for 20 percent of the money. If the loan 
goes bad, they lose that money, and 
somebody will probably lose their job. 
So they are going to be paying atten-
tion to their business. 

On the other hand, if we allow an 
amendment which says the Govern-
ment can make the loan guaranteed 
part directly, we are eliminating some 
of the due diligence that is at the very 
heart of this bill and which CBO has 
scored as lowering the cost of this loan 
by $100 million. 

The second proposal that is going to 
be made, a proposal I am going to ac-
cept but with a very important amend-
ment, relates to the CFC, which is the 
Cooperative Finance Corporation. This 
is basically a captive lender of the 
REA. It is an entity that is given tax 
exemption. Why is it given tax exemp-
tion? It is given tax exemption because 
it is serving a public purpose: it is a 
lending institution that historically 
has lent money to REAs to provide 
telephone service and electric power. 

The important difference between a 
loan to provide telephone service or 
electric power and a loan to launch a 
satellite or to invest in an unproven 
technology is twofold. One, we have 
been doing phones a long time. We have 
been generating power for over 100 
years. We know how to do it. There is 
no uncertainty about the technology of 
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telephones and power generation in a 
traditional sense. 

Second, in these activities, they have 
captive customers. Where I am an REA 
customer, I can’t buy power from any-
body else. So if a mistake is made, 
there is an easy way to cover it up— 
raise my rates. There won’t be an easy 
way to cover up a mistake here because 
there won’t be any captive ratepayer 
whose rate can be raised. 

Let me make it clear, I have the 
highest opinion of the CFC. I think it 
has done a great job. It was chartered 
and given a tax subsidy to do that job 
in the public interest, and I think it 
does that job well. But I believe we are 
taking an unnecessary risk in letting 
the CFC make these loans. I am willing 
to do that as part of an effort to have 
a bipartisan compromise but only 
under the following circumstances: 

No. 1, what we are being asked to do 
is take out of the bill the requirement 
that the lender be FDIC insured. When 
we do that, we open up this whole proc-
ess to institutions that we may never 
have considered. So we have two sort of 
boilerplate requirements. One is, if it is 
a traditional financial institution, they 
have to meet two requirements: First, 
no self-dealing; that is, they can’t lend 
the money to themselves, so to speak; 
and, second, they have to meet the nor-
mal capital requirement, which is, you 
can’t lend more than 10 or, in some 
cases, 15 percent of your capital to any 
one borrower. 

Now, for the CFC, we don’t impose— 
in the final compromise I offered last 
night—the 10-percent loan to one bor-
rower restriction. I would prefer it, but 
I know that some of my colleagues are 
opposed to it because CFC is opposed to 
it. 

What we require is the following: To 
be sure we are talking about CFC and 
not some other Government or some 
other nonprofit entity that none of us 
have thought about, we say that to 
qualify, a nonprofit institution must 
have one of the three highest credit 
ratings on a long-term bond. Some peo-
ple have gotten confused between a 
credit rating on a long-term bond and a 
credit rating on any commercial paper. 
Almost any institution can issue a 30- 
day note that will be AAA rated. We 
are talking about lending for 25 years 
here, so the fact that somebody can get 
a good rating for short-term borrowing, 
what we want to know is their rating 
for long-term lending. That is what is 
significant. 

The first requirement is that those 
nonprofits that can participate must 
have one of the top three ratings and 
the Cooperative Finance Corporation 
qualifies. 

The second requirement, which I 
think is of equal importance, is that 
the board must find that by making 
this loan the Cooperative Finance Cor-
poration will not see its credit rating 
decline, that in making the loan they 
are not jeopardizing the good credit 
they have. 

Why is that important? We have, as 
best I can estimate—and we are trying 

to get the final number—25 million 
Americans who are captive ratepayers. 
They are customers of REA for tele-
phone and for electric power—one or 
the other and, in some cases, both. If 
the rating of the CFC in borrowing 
money to lend principally to co-ops is 
diminished by making this loan, every 
ratepayer of every co-op in America 
will end up paying more because this 
happened. We want to prevent that 
from happening. I am going to argue 
all day long, if I have to, that we 
should not imperil 25 million Ameri-
cans who are captive ratepayers by al-
lowing CFC to get into a risky business 
that can push down their credit rating. 

What I am proposing and will propose 
in the first amendment, when the gen-
eral debate is over, is that we let CFC 
make the loans but that the board has 
to find that, in making the loans, CFC 
is not going to downgrade its credit-
worthiness, and in the process impose 
new costs on ratepayers. 

Finally, if their creditworthiness 
does decline, then they would be re-
quired, in an arm’s length transaction, 
to sell this note on the open market. I 
think these are important require-
ments. 

Someone may argue that the CFC 
has engaged in providing television 
services. That is a real stretch because 
what really happened is the co-ops bor-
rowed $100 million to enter into a con-
tract with Direct Television where 
they were the marketing arm of Direct 
Television. As it turns out, over 80 per-
cent of what they were doing, they 
have subsequently sold off to a private 
company named Pegasus that is a long 
way from launching a satellite and en-
gaging in this business. 

Let me sum up. 
I think we have put together a well- 

crafted bill. To this point, this bill 
costs $100 million less than the House 
bill. It is still risky business. Let’s re-
member that if this loan is defaulted, 
rural America is probably going to lose 
its television service. 

I hope my colleagues will look at the 
amendment I have offered, and I hope 
it can be accepted. 

I thank all members of the Banking 
Committee, Republicans and Demo-
crats, for the bipartisanship we had in 
committee. 

I thank Senator CONRAD BURNS. I 
thank him for his leadership. There is 
no question that we would not be here 
today were it not for his persistence. I 
also thank him for not only trying to 
get television signals to rural America 
but trying to do it in the right way. It 
is very easy when you are trying to 
deal with all the groups that hope to 
benefit from some program such as this 
to just throw caution to the wind and 
say don’t worry about the cost. I thank 
Senator BURNS not only for the leader-
ship in seeing that we are writing this 
bill, but for his leadership in seeing 
that we are doing it right. 

With that, I yield the floor. 
The PRESIDING OFFICER (Mr. BUN-

NING). The Senator from Maryland is 
recognized. 

Mr. SARBANES. Mr. President, I will 
be very brief because Senator JOHNSON 
is going to handle the time on this 
side. He has been very intimately in-
volved in shaping this legislation and 
has done an outstanding job and I 
think made a major contribution. 

The bill that is now before us is a 
consequence of a unanimous consent 
agreement that was reached last year. 
Much discussion took place within the 
committee. As a consequence, we were 
able to move considerably closer on 
many of the issues that divided Mem-
bers when we first addressed S. 2097. In 
fact, I think it is fair to say, with the 
exception of the issue Senator JOHNSON 
will raise on the floor, we have a con-
sensus product before us that we can 
move through in short order. 

We seek a loan guarantee program 
that will provide comprehensive tele-
vision service for the American people 
at the best possible price. We are par-
ticularly concerned about rural Ameri-
cans who have either no access or inad-
equate access to local television serv-
ice. We seek to obtain that for them at 
an affordable price and yet, at the 
same time, protect the American tax-
payer as we move forward with the 
loan guarantee program. Obviously, 
you have to strike the right balance 
among these objectives. I think the 
bill, with the Johnson amendment, 
with the proposal of the very able Sen-
ator from South Dakota, would accom-
plish that. 

The chairman has gone over some of 
the specific provisions of the bill. I 
think it is important to note that the 
board we are providing, which will 
grant the loan guarantees, is made up 
from the Federal Reserve, the Treas-
ury, and the Department of Agri-
culture. The day-to-day administration 
of the program would be done by the 
Rural Utilities Service, which would 
also write the regulations, subject to 
the approval of the board. The Rural 
Utilities Service is the most experi-
enced agency in the Federal Govern-
ment in dealing with this type of in-
vestment in rural areas. Therefore, we 
think they have a clear understanding 
of what is involved. 

The guarantee level provided in the 
legislation is 80 percent. That differs, 
of course, from the House bill. It is de-
signed to provide some additional safe-
guards. We also worked to ensure that 
the legislation would give priority to 
the projects seeking to provide services 
to areas in this country that are 
unserved and underserved, as we move 
toward trying to provide a universal 
service. 

Senator JOHNSON led the effort on our 
side. We were markedly assisted by 
Senator BAUCUS, Senator HARKIN, and 
many others. I know there are a num-
ber of Senators on the Republican side 
of the aisle, too, who come from rural 
areas who are very deeply concerned 
about this issue. 

Let me touch on the one important 
improvement that I hope will be made 
to this legislation, and that is the 
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Johnson initiative. The bill, as it is 
now before us, requires that the lenders 
involved in this program be FDIC in-
sured. That is the requirement in the 
bill as it now stands. Many believe this 
is unnecessarily restrictive, that there 
are a number of other lenders and, in 
particular, the National Rural Utili-
ties’ Cooperative Finance Corporation, 
the CFC, which would be barred from 
participating in the program as the bill 
now stands. 

Senator JOHNSON is intending to ad-
dress that issue. Actually, the lender 
we are talking about—the Cooperative 
Finance Corporation—is extremely 
well capitalized. It has over 11 percent 
shareholders’ equity capital, which is 
better than 9 of the 10 largest banks in 
the country. The credit rating agencies 
rate CFC’s debt as high as any of the 
largest federally insured banks and 
higher than most. So by these market 
standards, they are an extremely 
strong and well-managed financial in-
stitution. I see no reason to exclude it 
from the program. I think we can ad-
just to accommodate this issue. 

I think we can achieve a broad, if not 
total, consensus on this legislation. I 
think, in fact, including lenders of this 
nature in the program will help to en-
courage the participation of organiza-
tions, such as rural cooperatives that 
have the most experience in doing busi-
ness in rural areas and therefore make 
it more likely that the program will 
reach its ultimate goal of universal 
service in rural areas. 

So I am supportive of the legislation 
with this change that we will seek to 
make. I think it meets all the ques-
tions and concerns that have been 
raised in a balanced and straight-
forward manner. Again, I thank Sen-
ator JOHNSON for his leadership on this 
issue, and I commend all the members 
of the committee, the chairman and all 
the members on his side, and on our 
side, who worked closely together to 
try to work out agreeable solutions to 
most of the concerns that have been 
expressed. 

I think if we can address this one re-
maining concern on the floor in a posi-
tive and constructive way, we will have 
done a good piece of legislative work 
and will be able to move this issue for-
ward. 

Mr. President, I will yield the floor. 
Senator JOHNSON will manage the re-
mainder of the time of the debate on 
this side of the aisle. 

The PRESIDING OFFICER. The Sen-
ator from South Dakota is recognized. 

Mr. JOHNSON. Mr. President, may I 
inquire as to the time remaining on 
both sides? 

The PRESIDING OFFICER. The Sen-
ator from Texas has 6 minutes. The 
Senator from South Dakota has 22 
minutes. 

Mr. JOHNSON. Mr. President, I yield 
myself 15 minutes. 

Mr. President, I rise today in support 
of S. 2097, which will help provide local 
broadcast coverage for all Americans. 
Under legislation we passed last year, 

satellite companies are for the first 
time free to broadcast local network 
broadcasting into local markets. What 
we are doing today will make that ben-
efit a reality for Americans who live 
outside the largest 40 television mar-
kets across America. 

As do many colleagues, I represent a 
State with rural viewers who should 
not be left out of the information age. 
South Dakota is one of the 16 States 
that do not have a single city among 
the top 70 markets. Without this loan 
guarantee, markets such as Sioux Falls 
and Rapid City simply will not get 
local service, despite the fact there is a 
great need for the reception of that 
local broadcasting. 

This proposal is about more than just 
providing sports or entertainment pro-
gramming over local channels. It is a 
critical way to receive important local 
news, public affairs, storm informa-
tion, road reports, public safety, school 
closings, and so on. Rural Americans 
need the same opportunity to access 
their local networks as do our urban 
friends, and this legislation would go a 
long way toward making that a reality. 

I want to thank the chairman of the 
Banking Committee, Senator GRAMM, 
for his hard work on this important 
issue. He correctly raised several issues 
which have strengthened this bill, add-
ing critical taxpayer protections to the 
program. I want to thank Senator SAR-
BANES, the ranking member of the 
Banking Committee for his hard work 
on this legislation as well. 

As a sign of the support we have for 
this package, I have agreed with Sen-
ators GRAMM and SARBANES to oppose 
all amendments to the bill with one ex-
ception. I will be offering shortly an 
amendment to correct a significant 
flaw in this bill. Other than that one 
change, I believe we have produced a 
substantive bill that will produce this 
service to all Americans without re-
sorting to risks for the American tax-
payers. 

S. 2097 provides an 80 percent guar-
antee of projects to bring local to local 
to all markets. The remaining 20 per-
cent will be private capital provided by 
qualified lenders. These private capital 
will bring market discipline to the pro-
gram. No entity will fund a project it 
has not scrutinized, that it does not be-
lieve will succeed. 

We have created an oversight board 
consisting of the Federal Reserve 
Chairman, the Secretary of the Treas-
ury, and the Secretary of Agriculture. 
This board will review loan applicants 
with a eye toward fiscal discipline. The 
Fed and Treasury are especially tasked 
with ensuring that the taxpayer dollars 
are protected. They will look carefully 
at the proposals and support projects 
that will work. The USDA brings ex-
pertise in rural America to this ven-
ture. The experience of the Rural Utili-
ties Service, with its $40 billion loan 
portfolio and phenomenally low default 
rate, will make this a sound venture. 

The combination of these experts 
plus the market discipline of a lender 

with 20 percent of the project at risk, 
will screen applicants so only the 
soundest, most viable proposals are 
funded. 

With this program, we can take a 
giant step for rural America. All of our 
citizens will be enabled to follow local 
events. In states like South Dakota, 
wide stretches of area are not served by 
any form of local programming; this 
bill for the first time makes that pos-
sible. 

There is one area where the bill could 
be improved. The bill in its current 
form requires that lenders be FDIC in-
sured to participate in the program. 
This would effectively eliminate rural 
electric cooperatives and telephone 
systems from participation in the pro-
gram. 

This limitation excludes private fi-
nance corporations that have years of 
experience lending to rural utilities 
(including institutions that have years 
of experience in lending guaranteed 
loans). It would also exclude institu-
tions with billions of dollars of assets, 
that operate on a national basis, are 
highly rated by the rating agencies and 
file with the Securities Exchange Com-
mission. 

The amendment I will be offering is 
supported by Senators THOMAS and 
GRAMS and others. It is bipartisan in 
nature. It simply allows qualified lend-
ers with experience and expertise in 
these types of programs to participate 
in the funding subject to board ap-
proval, keeping in mind always that 
everything we do must be approved by 
the Federal Reserve, Treasury, and 
USDA. As an example, Cooperative Fi-
nancing Corporation is AA rated and 
considered to be ‘‘the best investment 
in the high quality electric utility sec-
tor’’ by Shearson Lehman. These are 
the types of lenders that should be po-
tentially part of this program. 

I encourage my colleagues to support 
rural America by making S. 2097 more 
likely to successfully provide local to 
local to smaller markets. My amend-
ment provides, but does not mandate, 
alternate financing options. The pur-
pose behind the change is to allow par-
ticipants in the program to seek the 
lowest possible interest rate. Those 
dollars saved on interest make the pro-
gram more likely to succeed, and im-
prove the viability of the program, 
making it more likely the loans will be 
repaid without recourse to the guar-
antee. 

This issue has aroused the greatest 
level of constituent concern in quite 
some time in my State. With this 
amendment to S. 2097, we will provide 
a fiscally responsible, prudent response 
to the concerns raised by thousands of 
our constituents. The issue which Sen-
ator GRAMM has ably outlined this 
morning is in response to a concern 
Senators THOMAS and GRAMS and I also 
share but to which we take a different 
approach. 

The view of those of us who will be 
offering our amendment as a second- 
degree amendment, I believe, to Sen-
ator GRAMS’ amendment would be to 
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recognize that institutions that have 
years of experience in lending to rural 
electric and telephone cooperatives 
should not be excluded from participa-
tion. 

Our amendment simply allows quali-
fied lenders that have experience and 
expertise in these kinds of programs to 
participate subject to board approval. 
It will also require eligible lenders that 
have at least one issue of outstanding 
debt that is rated in one of the three 
categories rated by a national statis-
tical rating agency. This will ensure 
that an expanded list of lenders will 
have subjected themselves to rigorous 
market discipline. The CFC and other 
private lenders have substantial expe-
rience providing multiple million-dol-
lar loans in cooperative environments 
and provide important protections in 
rural areas. 

We encourage all of our colleagues to 
support rural America by supporting S. 
2097. We are more likely to succeed in 
doing that by providing local-to-local 
programming to these smaller mar-
kets. 

Mr. President, I do not have any ad-
ditional Members on the floor at the 
moment with opening remarks. I with-
hold my time but yield the floor. 

The PRESIDING OFFICER. The Sen-
ator from Montana. 

Mr. BURNS. Mr. President, I thank 
my good friend from Texas, chairman 
of the Banking Committee, and also 
the ranking member of the Banking 
Committee, my good friend from South 
Dakota, for his work on this bill. 

We offered in the Satellite Home 
Viewers Act last year, an amendment 
in conference that would enable us to 
help people in smaller markets around 
the country. This would help people to 
receive their local television signal on 
satellite by facilitating the delivery of 
these local stations in the gray areas— 
the B contour and the C contour where 
reception is poor —in the station’s area 
of dominant influence. 

I chair the Communications Sub-
committee of the Commerce Com-
mittee. In Montana, we have great dis-
tances to cover with few people in be-
tween. Other States share this dif-
ficulty and also the geographical chal-
lenge posed by the mountains. Since 
the television signal is line of sight, 
mountains can make the problem of 
providing local coverage for people in 
hard to reach places even harder to 
solve. So, how do we do that? How do 
we level the playing field and still pro-
vide the compulsory licensing for 
cable, and for satellite television users 
and, of course, for those local program-
mers? 

I think we now have before us a bet-
ter bill than the one we offered last 
year. This bill is more complete, be-
cause it takes into account both the 
agencies that are going to make the 
loans, and also those who will be bor-
rowing the money. It puts some respon-
sibility on each of the parties to make 
sure, No. 1, that it works and, second, 
that they assume some of the risk so 
taxpayers’ money is not in jeopardy. 

I thank the Senate Banking Com-
mittee for their commitment in bring-
ing this issue to the Senate floor as 
fast as they possibly could. Their word 
has been good, and by working with the 
Agriculture Committee and also a lot 
of us individually, the Banking Com-
mittee has helped us build a better bill 
than we had last year. 

Providing access to local television 
signals is crucial to rural States. With 
over-the-air broadcast signals and 
cable delivery limited by geography in 
my own State, satellite television has 
been a staple of the so-called video 
marketplace for many years. Montana 
has the highest penetration level of 
satellite television of any State, at 
over 35 percent. 

When I initially proposed the legisla-
tion in this area, I was concerned that, 
without it, only the largest television 
markets in America would receive 
local-to-local service as authorized by 
the Satellite Home Viewer Improve-
ment Act. These are the profitable cit-
ies such as New York and Los Angeles 
with millions of television households. 
But it is not so profitable a venture in 
areas where we have quite a lot of dirt 
between light bulbs. 

The issue we will be debating, of 
course, will be the amendment offered 
by my good friend from South Dakota 
and the cosponsors. 

Let’s talk about the other 140 TV 
markets in this country. There are 16 
States, including my own, that do not 
have a single city in the top 70 mar-
kets. It is time we help those 16 States 
gain equal footing with the ones with 
more urban populations. Just because 
they are small doesn’t mean they 
should be left out of the mix when we 
talk about local to local, because peo-
ple enjoy their local sports, they enjoy 
their local weather, they enjoy their 
local news. It doesn’t do any good for 
anybody who lives in rural Kentucky 
to watch a station that is based out of 
Charlotte, NC. 

We have to find ways of delivering 
their signal off the satellite. The abil-
ity to receive local television signals is 
much more than just having access to 
local sports or entertainment program-
ming. It is a critical and an immediate 
way to receive local news, weather, and 
community information. 

Access to local signals is particularly 
critical in rural areas, such as Mon-
tana, when we experience flooding and 
other weather situations, including 
blizzards. 

This is very important. The LOCAL 
TV Act reflects the belief that the loan 
guarantee program should not favor 
one technology, it should be tech-
nology neutral. It is a win-win for con-
sumers. It is also a win-win for the tax-
payers, and I urge my colleagues to 
support this. I don’t think we have re-
ceived more mail on any other subject 
since I have been here. Whenever they 
start turning our networks off the sat-
ellite, we get immediate responses. 

I look at this the way I looked at 
REA when I was a lad on a farm in 

northwest Missouri. I have made this 
speech many times. Had it not been for 
the Rural Electrification Administra-
tion, we would be watching television 
by candlelight. That is fact. We were in 
rural areas. We would never have seen 
the build-out of electricity or power to 
our farms and ranches. 

We have to take the same look at 
smaller markets in television because 
the only support they get is through 
advertising. That advertising is based 
on viewership, and the profitability of 
that station is at stake and, with that, 
the services they provide. I think it is 
pretty important. 

This bill is set up with a three-mem-
ber board. It offers access. The admin-
istration is very tight, and it also pro-
tects the taxpayer. Remember, the tax-
payers’ dollars are at stake. 

We will move through the debate on 
different amendments that will come 
up and should be debated. The concept 
of the bill, if passed right now as it is, 
is darn good. There are a couple of 
amendments that I think will improve 
this piece of legislation. 

Mr. KERREY. Mr. President, I rise 
today in strong support of the LOCAL 
TV Act of 2000. Last year, Congress 
passed a law allowing satellite pro-
viders to retransmit local signals into 
local markets, but we knew then that 
the large satellite providers had no 
plans to provide ‘‘local into local’’ into 
rural areas, completely ignoring Ne-
braska and 14 other states. At the time 
I strongly supported the inclusion of a 
$1.25 billion loan guarantee program to 
encourage companies to retransmit 
local signals in rural areas. Unfortu-
nately, political wrangling left this im-
portant provision behind as we passed 
the bill. 

I am pleased that the Senate has ful-
filled its promise to pass a loan guar-
antee program before April 1, 2000. The 
LOCAL TV Act of 2000 will provide 
$1.25 billion in loan guarantees to com-
panies to bring local stations into cur-
rently unserved areas. Local stations 
are vital to a community, broadcasting 
local news, sports, weather, and emer-
gency warnings. A small but signifi-
cant portion of the U.S. population 
cannot receive local television signals 
from any means, while as much as half 
of the population must settle for New 
York or Los Angeles news (so-called 
distant network signals) via satellite. 
Nebraska has over 270,000 satellite 
viewers who cannot receive their local 
stations through their satellite dishes. 
This bill will provide the financial 
backing necessary to support compa-
nies to bring local television to all 
areas of America. ‘‘Local into local’’ 
has become another technology that 
urban areas are able to enjoy, while 
rural communities get left behind. The 
LOCAL TV Act will ensure that does 
not happen. 

I have great confidence in the Rural 
Utilities Service (RUS) which is 
charged with administrating this loan 
guarantee program. Many previous pro-
grams launched through RUS to help 
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close the gap between urban and rural 
areas have proven successful. The pub-
lic/private partnership between RUS 
and its borrowers has helped develop 
electric, telecommunications, and safe, 
clean drinking water in rural America. 
It has also fostered rural economic de-
velopment across the nation. I believe 
the RUS will administer this program 
with the same expertise it has dem-
onstrated in the past. 

Bridging the so-called ‘‘Digital Di-
vide’’ remains one of my top priorities. 
It is absurd that some areas of the 
country cannot receive high speed 
internet access, local television pro-
gramming, or other technologies, sim-
ply because they live too far from a big 
city. I will continue to work hard to 
bring the newest technologies into all 
regions of Nebraska. The LOCAL TV 
Act of 2000 is an important step in this 
direction, so I enthusiastically support 
this legislation. 

Ms. COLLINS. Mr. President, I rise 
to lend my support for S. 2097, the 
Launching Our Communities’ Access to 
Local Television, legislation of which I 
am proud to be an original cosponsor. 

Mr. President, this legislation is sim-
ply about equity. Should satellite cus-
tomers in the rural Maine communities 
of Lovell and Greenville and Fort Fair-
field have the right to receive the local 
broadcasts of stations in Portland, 
Bangor, and Presque Isle, Maine? 
Should they have the ability to receive 
their local news, emergency weather 
forecasts, information about school 
closures, and the wrap-up of the local 
school sports via satellite? My answer 
is yes, of course, they should. 

While Congress authorized the ability 
of local network stations to broadcast 
their local signals via satellite by pass-
ing the Satellite Home Viewer Im-
provement Act last November, current 
satellite capacity only allows the top 
40 to 50 television markets to receive 
this unique service. Unfortunately, this 
excludes the Portland, Bangor, and 
Presque Isle, Maine, markets and the 
satellite customers within those mar-
kets who want to view local program-
ming. 

This last year has been a particularly 
difficult and frustrating one for sat-
ellite customers. We took an important 
step in addressing many of the prob-
lems they and local broadcasters have 
experienced by passing the Satellite 
Home Viewer Improvement Act. We 
are, however, lacking a final compo-
nent. Providing a rural loan guarantee 
program that is technologically-neu-
tral, fiscally responsible, and focused 
on underserved markets will encourage 
companies to bring important informa-
tion access to my State’s rural commu-
nities and lead us to a conclusion of 
this important issue. I urge my col-
leagues to pass this important legisla-
tion. 

I yield the floor and I suggest the ab-
sence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative assistant proceeded 
to call the roll. 

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

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

Mr. GRAMM. Mr. President, I think 
it is now timely for me to offer an 
amendment. 

The PRESIDING OFFICER. The Sen-
ator from South Dakota has 15 minutes 
remaining. 

Mr. JOHNSON. Mr. President, I yield 
back the reminder of my time so we 
can proceed with the substance of this 
legislation. 

AMENDMENT NO. 2897 
(Purpose: To address certain lending 

practices) 
Mr. GRAMM. I send an amendment 

to the desk and ask for its immediate 
consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from Texas [Mr. GRAMM] pro-
poses an amendment numbered 2897. 

Mr. GRAMM. Mr. President, I ask 
unanimous consent reading of the 
amendment be dispensed with. 

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

The amendment is as follows: 
On page 30, strike line 22 and all that fol-

lows through page 31, line 3, and insert the 
following: 

‘‘(D)(i) the loan (including Other Debt, as 
defined in subsection (f)(2)(B))— 

‘‘(I) is provided by any entity engaged in 
the business of commercial lending— 

‘‘(aa) if the loan is made in accordance 
with loan-to-one-borrower and affiliate 
transaction restrictions to which the entity 
is subject under applicable law; or 

‘‘(bb) if subclause (aa) does not apply, the 
loan is made only to a borrower that is not 
an affiliate of the entity and only if the 
amount of the loan and all outstanding loans 
by that entity to that borrower and any of 
its affiliates does not exceed 10 percent of 
the net equity of the entity; or 

‘‘(II) is provided by a nonprofit corporation 
engaged primarily in commercial lending, if 
the Board determines that the nonprofit cor-
poration has one or more issues of out-
standing long term debt that is rated within 
the highest 3 rating categories of a nation-
ally recognized statistical rating organiza-
tion, and that such rating will not decline 
upon the nonprofit corporation’s approval 
and funding of the loan; 

‘‘(ii)(I) no loan (including Other Debt as de-
fined in subsection (f)(2)(B)) may be made by 
a governmental entity or affiliate thereof, or 
a Government-sponsored enterprise as de-
fined in section 1404(e)(1)(A) of the Financial 
Institutions Reform, Recovery, and Enforce-
ment Act of 1989 (12 U.S.C. 1811 note) or any 
affiliate thereof; 

‘‘(II) any loan (including Other Debt as de-
fined in subsection (f)(2)(B)) must have 
terms, in the judgment of the Board, that 
are consistent in material respects with the 
terms of similar obligations in the private 
capital market; 

‘‘(III) if a nonprofit corporation fails to 
maintain the debt rating required by sub-
clause (i)(II), the subject loan shall be sold to 
another entity described in clause (i) 
through an arm’s length transaction, and the 
Board shall by regulation specify forms of 
acceptable documentation evidencing the 
maintenance of such debt rating; 

‘‘(IV) for purposes of subclause (i)(I)(bb), 
the term ‘net equity’ means the value of the 
issued and outstanding voting and nonvoting 
interests of the entity, less the total liabil-
ities of the entity, as recorded under gen-
erally accepted accounting principles for the 
fiscal quarter ended immediately prior to 
the date on which the subject loan is ap-
proved;’’. 

Mr. GRAMM. Mr. President, let me 
try to explain the amendment and 
what the issue is. I know there are 
strong feelings on both sides of the 
issue. I believe we have worked out 95 
percent of the bill to everybody’s satis-
faction. But we now have come down to 
an issue. I really believe that while 
there will be extraneous amendments 
offered, this and possibly one other 
amendment might be the only amend-
ments we will be actively debating. 

Let me first explain what the bill 
now does. Then I would like to explain 
the changes my amendment makes, 
why I am making them, and then I 
would like to address the overall issue 
we are about to debate, potentially 
through a second-degree amendment or 
through another freestanding amend-
ment. 

In the bill as it is now written—as it 
passed unanimously in committee, 
even though I knew an amendment was 
going to be offered—in order to make a 
loan that the Federal Government 
guarantees, you have to be an insured 
depository institution. There has been 
objection raised to this because of a de-
sire on the part of the Cooperative Fi-
nance Corporation. This is a captive 
lender, for all purposes, for America’s 
REAs, with a very proud record and 
with a great record of achievement. 

The question then is, if we take out 
of the bill that a lender has to be FDIC 
insured—and remember we are having 
the taxpayer guarantee the loan they 
are making—What kind of protections 
do we need for that guarantee to be ex-
tended? I have offered this amendment, 
really, as an effort at a compromise 
where we take the FDIC lender out but 
where we set specifically three sets of 
rules to apply to different lenders. 

The first two have to do with com-
mercial for-profit lenders. They are the 
standard kind of constraints you would 
normally see in any financial trans-
action; that is, they have to meet the 
capital requirement which tradition-
ally, for banks and S&Ls, has been that 
you cannot lend more than 10 percent 
or 15 percent of your capital to any one 
borrower. 

Second, we eliminate the potential 
for any for-profit institution to lend to 
an affiliate. What we are trying to do 
here is ban self-dealing. I do not be-
lieve there is any objection to these 
two provisions, but it is very impor-
tant that they be in the bill. 

Now we get to the controversy. What 
do we do about nonprofit lenders? Let 
me remind my colleagues, institutions 
are not nonprofit for nothing. We grant 
a very special privilege to an institu-
tion when we make it a nonprofit insti-
tution because we dramatically lower 
its costs. And we do it because that in-
stitution is serving a public purpose. 
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In this case, the institution that is 

basically going to be discussed here is 
CFC, the Cooperative Finance Corpora-
tion. Its public purpose is that it pro-
vides funding at a very low cost to our 
REAs that are providing telephone and 
electric power to rural America. It is 
true that it makes some other loans, 
but the principal purpose for its lend-
ing is REA power and REA telephone. 

What we are saying is for these non-
profits, since they are carrying out a 
Government function, even though 
they may be chartered as private insti-
tutions, they are chartered with tax 
exemption because they are promoting 
a public purpose. Therefore, we do have 
some concern about them. 

Now, if Citigroup or Bank of America 
or Chase makes this loan and it is de-
faulted and they lose 20 percent of it, I 
am not happy about it—and I am very 
unhappy about the taxpayer losing 80 
percent—but I figure they are in this 
for profit. They know what they are 
doing and what they do to their credit 
rating and what they do to their profit-
ability; that is their business. That is 
what for-profit private enterprise is 
about. 

I am more concerned about what a 
nonprofit corporation does because it is 
nonprofit and it is carrying out a pub-
lic purpose. In the case of CFC, that 
public purpose is to make loans to 
bring electric power and telephone, and 
to continually modernize both to rural 
America. More important, they are 
lending money to 25 million captive 
customers. Why do I say captive? Be-
cause if you are buying power from the 
REA, you do not have the right to buy 
it from anybody else. If you are buying 
telephone services through an REA af-
filiate, you do not have the right to 
buy telephone services from anybody 
else, on a hard line anyway. So in mak-
ing loans, these nonprofits, and prin-
cipally CFC, are carrying out a public 
mandate in providing these services for 
rural America as cheaply as possible. 

Why should there be a certain set of 
rules for nonprofit corporations? Be-
cause they are nonprofit; because they 
do have tax exemption; because they 
are supposed to be promoting a public 
purpose. If Citigroup or Bank of Amer-
ica makes a bad loan and it is de-
faulted, people do not have to do busi-
ness with them. They can borrow 
money from somebody else. But if the 
CFC makes a bad loan and their credit 
rating goes down, then every REA cus-
tomer for electric power and telephone, 
all of whom are captive customers, 
would have to pay higher prices; hence, 
the public interest in seeing that we 
protect the interests of those rate-
payers. 

How do we protect the interests of 
the ratepayers in this amendment? I 
have colleagues on both sides of the 
aisle who want the CFC to be able to 
make these loans. Frankly, if this were 
left to me, I would not do it that way. 
The whole logic of this is for-profit 
lending. But in an effort to try to reach 
a compromise, we would let CFC, this 

tax-exempt entity which is providing 
credit to rural America, make these 
loans. But the board would have to 
find, in making the loan, that they 
would not lower their credit rating. 

Why is that important? Why should 
we care what the credit rating of CFC 
is? Because that credit rating affects 
their ability to borrow money, affects 
the interest they have to pay, and 
since they are in turn lending that 
money to REA providers who have cap-
tive American customers—25 million of 
them—if they do something speculative 
and drive down their bond rating, ev-
erybody in rural America is going to 
pay more money for electric power and 
telephones. 

The restriction we are imposing is 
hardly overwhelming. All it says is, 
where we are dealing with a nonprofit 
lender, where the Congressional Budget 
Office has estimated the probability of 
default is such that 45 percent of the 
loan will be defaulted under the House 
bill, if they want to make this loan, 
doesn’t it sound reasonable on behalf of 
the 25 million ratepayers in rural 
America that we would simply ask that 
the board—the Secretary of the Treas-
ury, the Federal Reserve Board chair-
man, and the Secretary of Agri-
culture—that they determine that the 
CFC is not going to see its bond rating 
go down as a result of making this 
loan? 

Why do we care if it goes down? Be-
cause if it goes down, every buyer of 
electricity, every buyer of telephone 
services in rural America, is going to 
pay more money. That is why we 
should care. So we say, if the board 
finds that this is not going to lower 
their credit rating, they can do it. 

We have a provision that says, if the 
CFC’s credit rating is lowered—and 
credit rating agencies, when they 
change somebody’s credit, say why 
they have changed it, so that if they 
change it and the reason is this loan— 
we require the loan to be sold so it can 
move to restore their credit rating. 

I believe this is an eminently reason-
able amendment, and while it does not 
bear directly on the loan guarantee, it 
does bear directly on another issue, 
and that is the well-being of 25 million 
Americans who live in rural America. I 
represent more of them than any other 
Senator here. I am not indifferent to 
CFC taking action that will drive up 
interest rates and drive up power rates 
and telephone rates in my State to 
Texans who choose to live in rural 
areas. That is what this amendment is 
about. 

This amendment, in responding to a 
request by Members of the Senate, 
takes out the requirement that you 
have to have an insured lender. That 
opens it up potentially to anybody. 

We tighten it up in three ways. We 
say if you are a commercial lender—a 
bank, for example—you have to meet 
the capital requirements and the loan- 
asset ratio that is currently the law, 
and you cannot do self-dealing. You 
cannot lend it to your brother-in-law, 

and you cannot lend it to the bank. It 
has to be an arm’s length transaction. 

For those lenders, such as Morgan 
Stanley, that do not have a capital re-
quirement, we say they have to have 
one. We are not going to guarantee a 
loan that Morgan Stanley makes if 
that loan is more than 10 percent of 
their capital. Why? Because it is risky, 
and if they lose money, it enhances the 
chances that the taxpayers will lose 
money. 

Finally, for nonprofits, we do not 
have a capital requirement, but what 
we say is, since we gave this institu-
tion nonprofit status to perform a pub-
lic purpose—in the case of CFC, to 
make loans to electrify and bring tele-
phones to rural America—that if the 
board finds that by making this loan it 
is going to drive down their bond rat-
ing and drive up their cost of bor-
rowing and, in turn, drive up power 
rates and phone rates for 25 million 
Americans, the board will be required 
to not guarantee their loan. I hope my 
colleagues will look at this provision. 

Let me give an example. Under cur-
rent market conditions, the 1-year cost 
of borrowing for dropping from a AA to 
a AA¥ is 5 basis points, or $500,000 on 
a $1 billion loan. Over 10 years, that 
would be $5 million. It is pretty rel-
evant when one is talking about drop-
ping a bond rating. If it just dropped by 
one notch, from AA to AA¥ on a 10- 
year loan, that 5 basis points will cost 
$5 million. If you drop from AA to BB, 
then the cost will drive by a great mul-
tiple of that. 

This is a reasonable issue. It is not an 
issue directly involved in this loan, but 
it is an issue that, unfortunately, has 
gotten pulled into it. I hope my col-
leagues on both sides of the aisle will 
look at this very closely. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from South Dakota. 
AMENDMENT NO. 2898 TO AMENDMENT NO. 2897 
(Purpose: To improve the loan guarantee 

program) 
Mr. JOHNSON. Mr. President, I send 

to the desk a second-degree amend-
ment. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from South Dakota [Mr. 
JOHNSON], for himself, Mr. THOMAS, Mr. 
GRAMS, Mr. ROBB, Mr. WELLSTONE, Mr. HAR-
KIN, and Mr. BAUCUS, proposes an amend-
ment numbered 2898 to amendment No. 2897. 

Mr. JOHNSON. Mr. President, I ask 
unanimous consent that the reading of 
the amendment be dispensed with. 

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

The amendment is as follows: 
In lieu of the language proposed to be in-

serted, insert the following: 
‘‘(D) The loan is provided by an insured de-

pository institution (as defined in section 3 
of the F.D.I. Act) that is acceptable to the 
Board, or any lender that (i) has not fewer 
than one issue of outstanding debt that is 
rated within the highest three rating cat-
egories of a nationally recognized statistical 
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rating agency; or (ii) has provided financing 
to entities with outstanding debt from the 
Rural Utilities Service and which possess, in 
the judgment of the Board, the expertise, ca-
pacity and capital strength to provide fi-
nancing pursuant to this act and has terms, 
in the judgment of the Board, that are con-
sistent in material respects with the terms 
of similar obligations in the private capital 
market;’’. 

Mr. JOHNSON. Mr. President, we 
have reached concurrence on the core 
of this legislation, and I commend Sen-
ator GRAMM for his work with us on 
that matter. We have had bipartisan 
cooperation. 

We have one remaining issue in par-
ticular, however, that remains to be re-
solved. Senator GRAMM has an amend-
ment which opens up the possibility of 
CFC financing but under very cir-
cumscribed conditions, which I contend 
are so severe as to make CFC financing 
very unlikely. The question is: What 
can we do to lower the cost of financ-
ing to make this programming avail-
able to rural Americans and yet do so 
in a responsible, fiscally prudent man-
ner? 

The amendment offered by Senator 
GRAMM does essentially three things: 

First, it requires that any lender that 
is a nonprofit, such as a CFC, cannot 
provide financing under this act unless 
the board determines the credit rating 
of the lender will not decline upon the 
approval and funding of the loan. 

Second, it requires that nonprofit 
lenders sell any loans guaranteed under 
this act if their credit rating declines. 

Third, it excludes GSE lenders, such 
as CoBank, from participating in this 
program. 

It is inappropriate, I believe, to re-
quire the board to make a judgment on 
the impact on the credit rating of a 
nonprofit lender, such as a CFC, be-
cause, one, it places the burden of proof 
on the lender to show why its rating 
would not decrease. Under the proposed 
amendment, the board would need to 
predict future actions of credit rating 
agencies, and I do not believe this is a 
reasonable requirement to impose on a 
governmental board. 

In reaching the bipartisan com-
promise in this legislation, I went 
along with the creation of a board. 
This was a good idea on the part of 
Chairman GRAMM. It involved the Fed-
eral Reserve, the Treasury, as well as 
the Department of Agriculture, to 
oversee this lending to make sure we 
have that extra element of prudence. 
But I believe it is simply not fair to 
put a burden of proof on the board to 
certify in advance what, in fact, is 
going to happen to a rating on the part 
of a CFC or another nonprofit. 

Wall Street credit rating agencies 
make determinations on credit ratings 
on a continuous basis. This is a real 
world market discipline that is im-
posed on lenders by the capital mar-
kets. A board of three people, qualified 
as they may be, is not an appropriate 
substitute for market discipline. It 
makes no sense, I believe, to charge 
this board with the requirement to pre-

dict that the credit rating of any lend-
er will not decline. 

CFC raises funds in the private cap-
ital markets through sale of bonds, 
sale of equity hybrid securities, and by 
equity investments by CFC owners. All 
of these entities have expressed their 
confidence in CFC, and that is a real 
test of the CFC’s strength. 

The CFC has demonstrated over its 
30-year life that it understands rural 
energy and telecommunications mar-
kets. It has done a fine job of evalu-
ating credit risks and has made sound 
credit decisions. CFC is not a new or 
untested entity in the marketplace. 

It may be argued that all CFC loans 
are to ‘‘utilities with captive cus-
tomers.’’ This is not true. Many rural 
electric and telephone cooperatives do 
have a monopoly position in their serv-
ice areas, just as other utilities do. 
However, in the electric area, deregula-
tion is being implemented in a number 
of States, and co-ops and other utilities 
in those States are, in fact, facing a 
competitive marketplace. 

In the telecommunications area, 
CFC, through its controlled affiliate, 
the Rural Telephone Finance Coopera-
tive, has made loans to a number of 
projects that include highly competi-
tive services, including wireless tele-
phone services, PCS, and CLEC service 
in rural areas that were previously 
poorly served by incumbent providers. 

The question then is: Why add an ad-
ditional layer of bureaucratic review to 
one class of lenders—CFC and other 
nonprofits—when that level of review 
is not imposed on other lenders? This 
delays implementation in this needed 
program, adds costs, and provides a 
competitive advantage to for-profit fi-
nance companies. 

The amendment does not require 
banks to be within the highest three 
ratings categories, and most are not. 

Why would this provision be applied 
to nonprofit lenders and not to for- 
profit banks? 

I have a chart here which I think is 
interesting. The bottom line shows the 
Cooperative Finance Corporation’s 
AA¥ rating under S&P and Aa3 rating 
under Moody, which compares with the 
largest banks in America. I think it is 
of interest that even if there were a de-
cline, the CFC would still have a rating 
higher than most of the largest banks 
in the United States. 

A second point has to do with the re-
quirement that a lender sell its loan if 
its credit rating declines. The require-
ment that a nonprofit lender sell a loan 
guaranteed under this act if its credit 
rating declines is an onerous provision 
that would cause significant financial 
stress and costs to the lender. If such a 
decline in a lender’s rating should 
occur, a forced sale at that time could 
result in still further financial losses. 

This is basically, I believe, a poi-
sonous provision designed to exclude 
nonprofit lenders, such as the CFC. 
Even if the credit rating of an AA rated 
company would decline to AA¥, it 
would still have a significantly higher 

credit rating than the vast majority of 
banks in America. No similar require-
ment is being imposed on banks. I be-
lieve the idea of requiring a lender to 
sell loans is not the proper remedy. 

The last point I would make is, I be-
lieve the exclusion of lenders under the 
program is an unwise public policy. 
The exclusion of lenders under this pro-
gram will only increase the cost of 
funds to borrowers and ultimately to 
rural and other TV viewers. 

The bill already establishes a sound 
process for the evaluation of projects 
applying for financing. This process in-
cludes approval by a board that in-
cludes the Secretary of Commerce, the 
Secretary of the Treasury, and the Sec-
retary of Agriculture, advice from 
NTIA, evaluation, underwriting and 
analysis by the Rural Utilities Service, 
and the commitment of private lenders 
that are on the line to take a very sub-
stantial risk in the event of default by 
a project funded under this program. 

I believe that much of what we have 
accomplished in this legislation—the 
creation of a board and an 80-percent 
guaranteed loan rather than the 100 
percent which, frankly, was the idea 
being pushed in the House and which I 
originally thought might be the way to 
go—we have diminished to an 80-per-
cent guarantee; we have set up a board. 
I think we have a responsible approach 
to this guaranteed loan process. 

But I do believe that Senator 
GRAMM’s amendment would go one step 
further to the point of, in effect, mak-
ing it very difficult, if not impossible, 
for the board and institutions, such as 
a Cooperative Financing Corporation, 
to participate in the program. 

Keep in mind, our amendment does 
not require that the CFC be involved at 
all. It simply makes it an alternative 
financing strategy that would be avail-
able for the board, with the Secretaries 
of Commerce, Treasury, and USDA to 
evaluate. I have great confidence in 
their leadership. 

I think if we were to adopt this sec-
ond-degree amendment, we would be 
back to what I believe would be a clean 
bill. 

I look forward to additional debate. 
Mr. SARBANES. Will the Senator 

yield for a question? 
Mr. JOHNSON. Yes, I yield to the 

Senator from Maryland. 
Mr. SARBANES. It is my under-

standing that the House-committee-re-
ported bill provided a 100-percent guar-
antee. Is that correct? 

Mr. JOHNSON. The Agriculture Com-
mittee in the House of Representatives 
reported a 100-percent guaranteed bill. 
The Commerce Committee, it is my un-
derstanding, is working on a bill that 
may involve an 80-percent guarantee. 

Mr. SARBANES. I just want to make 
the point that in our committee, we 
agreed to an 80-percent guarantee, 
which I think was, in the end, accepted 
by everyone on the committee, al-
though there were differing views 
about that question. I think it does 
provide an important measure of safety 
in considering this matter. 
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Secondly, is it correct that if these 

institutions, which amendment No. 
2898 addresses in terms of qualifying— 
if this amendment carries, the board 
that is being established under this leg-
islation would still have to approve 
any loan guarantee made by such an 
institution, is that correct? 

Mr. JOHNSON. That is absolutely 
correct. 

Mr. SARBANES. In other words, the 
institutions, they are only being in-
cluded in the sense that they are eligi-
ble to submit their proposal to the 
board. It does not mean they can then 
go ahead and do these loan guarantees 
simply on their own. They have to ob-
tain board approval in order to do that; 
that is, this board of the Federal Re-
serve, the Treasury, and the Depart-
ment of Agriculture. Is that correct? 

Mr. JOHNSON. That is absolutely 
right. 

Mr. SARBANES. Thirdly, I just make 
this observation. We are allowing FDIC 
institutions to do this. But, of course, 
in a sense, that creates an extra expo-
sure that one of these institutions 
would not have because the Govern-
ment, the taxpayer, would be exposed 
on the loan guarantee. But, in addi-
tion, if the institution itself were to 
run into serious trouble, there would 
be taxpayer exposure on the Federal 
deposit insurance for the depositors of 
that institution. Is that correct? 

Mr. JOHNSON. That is right. 
Mr. SARBANES. Of course, we do not 

have the latter in the case of these in-
stitutions. I think we have to exercise 
caution and prudence, but as you have 
pointed out, certainly for the CFC, 
they rank very well indeed. It seems to 
me they ought to qualify. I think the 
limitations have a great deal of dif-
ficulty connected with them, which the 
Senator has outlined in his statement. 

I thank the Senator. 
Mr. JOHNSON. I thank the Senator 

from Maryland for his leadership on 
this issue. He has been of great assist-
ance to us. When we ultimately pass 
this legislation, a great share of credit 
goes to the Senator. 

I also note that the second-degree 
amendment, which is pending, is a bi-
partisan amendment. I express appre-
ciation particularly to Senators THOM-
AS of Wyoming and GRAMS of Min-
nesota for their work and their staffs’ 
work on this legislation. Those two 
Senators share a very great concern for 
access to local programming for rural 
residents. I am appreciative of that 
kind of bipartisan cooperation on this 
second-degree amendment. 

Mr. President, I yield back. 
The PRESIDING OFFICER (Mr. FITZ-

GERALD). The Senator from Wyoming. 
Mr. THOMAS. Mr. President, I rise to 

discuss the pending second-degree 
amendment, of which I am a cosponsor. 

First, I thank the Senator from 
Texas for his good work in getting this 
bill moved forward. We remember that 
this came up last year when we talked 
about the local-to-local broadcasting, 
and so on. The Senator—properly, I 

think—suggested it be sent back for 
more consideration by the Banking 
Committee. Indeed, it was. He prom-
ised us at that time that this bill 
would come forward. He has adhered to 
that promise and is out here with it 
now. 

The other thing on which I agree 
with the Senator from Texas is that he 
has divided this responsibility and 
there is an 80-percent guarantee. I 
agree with that. There needs to be 
someone who has some risk and prom-
ises that there will be more attention 
paid to it. I have agreed with all those 
things. 

What we are talking about is being 
able to include a not-for-profit financ-
ing organization that has been involved 
with rural telecommunications, that 
has been involved with rural electric, 
and, indeed, serves the rural area. Very 
appropriately, that should be 
considered. 

By the way, this is the Cooperative 
Finance Corporation, not the Com-
modity Finance Corporation that has 
been mentioned a time or two. It is not 
set up by the Feds. It is a private co-op 
without Federal support. 

CFC is adequately capitalized, so it 
has actually better ratings than most 
of those banks. 

Furthermore, as we talk about the 
requirement that might include in-
creased costs to rural electrics—rural 
electrics, by the way, with which I am 
rather familiar, having worked in that 
area before I came to the Senate—they 
can get their financing other places; 
they are not captive borrowers from 
the CFC. 

I think this second-degree amend-
ment is one that simply provides more 
opportunity for this unit, this non-
profit unit, owned by rural people, to 
participate in the financing of an effort 
to provide rural television, local-to- 
local television, the kinds of coverage 
we now do not have in Wyoming. If you 
want to see ABC, you have to get your 
program from California or from Chi-
cago. We are saying we can provide 
that locally so you can get local news, 
local information. We think that is 
very important. Of course, that is what 
this bill is all about. 

The proposal that is before us and 
that we seek to second degree places 
the burden of proof to show that the 
lender’s ratings will not decrease. 
Under the proposed amendment, this 
board would need to predict what the 
financial condition is going to be. That 
is a pretty unreasonable requirement 
for this governmental board composed 
of Cabinet officers or their designees. 

Secondly, of course, Wall Street rat-
ing agencies make these kinds of rat-
ings, and they will be making it here. 
This, after all, is a market function. 
CFC raises its capital in the private 
capital markets through the sale of 
bonds, through the sale of equity secu-
rities, equity investments. So these 
things are all a function of the market 
and are tested by the market. We don’t 
need to set up an artificial organiza-
tional effort to do that. 

CFC is over 31 years old. I think it 
has $600 million worth of capitaliza-
tion. They have been in the energy and 
telecommunications markets. They are 
mature. What we are saying is that we 
appreciate very much the Senator’s 
willingness to allow these kinds of non-
profits to participate, but our argu-
ment basically is there are restrictions 
and regulations here that are not need-
ed. They are additional bureaucratic 
reviews that are not necessary in order 
to accomplish the purpose the Senator 
has set forth. 

I won’t take longer. I am very much 
in favor of this bill. I hope we will 
move to pass it quickly. I thank Sen-
ator JOHNSON and Senator GRAMS for 
joining in this effort to make some 
changes. I do not think they changed 
the policy direction that the Senator 
from Texas takes, and I urge the sup-
port of the second-degree amendment. 

The PRESIDING OFFICER. The Sen-
ator from Texas. 

Mr. GRAMM. Mr. President, I rise in 
opposition to the amendment. 

I think, as people try to follow this 
debate, it often looks complicated, but 
if they burrow into the real issue, it 
boils down to this: In trying to accom-
modate those who want the Coopera-
tive Finance Corporation to participate 
in this program, I have taken from the 
bill in my amendment the requirement 
that the lender be FDIC insured. I have 
set out some conditions. For banks, I 
require that they meet a capital re-
quirement and that they do not engage 
in self-dealing. That requirement is not 
in this amendment that would strike 
my amendment. Under this amend-
ment, potentially we could have an 80- 
percent Government guaranteed loan 
to some institution that is lending the 
money to itself. I am opposed to that. 
I am adamantly opposed to that. I 
think that is an outrage. 

Under this provision, we could have 
an institution lend all of its capital 
and the Federal Government is going 
to guarantee 80 percent of it. Under 
this amendment which strikes my 
amendment, some institution some-
where could lend 100 percent of its cap-
ital, and the Federal Government is 
going to guarantee 80 percent of it. I 
don’t think so. Under the amendment I 
have offered, I have said that in such 
institutions, we are not going to guar-
antee their loan if they are lending 
more than 10 percent of their capital. 
This is taxpayers’ money we are talk-
ing about. Both of those provisions are 
dropped. 

This amendment does a curtsy to-
ward fiscal responsibility in that it 
says for a lender to qualify, they have 
to have one of the top three ratings on 
at least one issue of outstanding debt. 
You can issue a 30-day note, and al-
most anybody can get a AAA rating for 
their credit for 30 days, but the tax-
payer is going to be on the hook for 25 
years. The fact that a borrower could 
get a good rating for a 30-day note does 
not excite me very much, when the 
taxpayer is going to be on the hook for 
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25 years. And that does not even apply 
to the CFC. They don’t have to have 
any capital requirement at all. Every 
other nonprofit institution does in 
their amendment, but not CFC. 

Let me explain the issue of the CFC. 
The Congressional Budget Office has 
estimated that the loan guarantee in 
the House is going to have 45 percent of 
the loan defaulted. The scoring by the 
Congressional Budget Office of the 
House bill assumes 45 percent of the 
loan guarantee the Federal Govern-
ment makes will be defaulted and that 
the taxpayer will be left holding the 
bag. That is what the present value of 
$350 million is when you are dis-
counting on a 25-year bond. 

This is risky business. We are lending 
money on a technology that has never 
worked anywhere. We are talking 
about totally new technology. I know 
there are people running around say-
ing: We are going to have a directed 
beam satellite. Where are they? Show 
me one. Where is one working in the 
world today? They may work. 

The point is, this is new technology. 
We are talking about somebody bor-
rowing the money, launching a sat-
ellite, for example, using brand new 
technology, cutting it on, it works. 
Maybe it works; maybe it doesn’t 
work. The Congressional Budget Office 
believes this is risky business. They as-
sume 45 percent of the loan is not going 
to be repaid. 

I have tried to build in protections, 
and those protections are critical. The 
most important protection is that a 
private lender is on the hook for 20 
percent. 

Our Presiding Officer used to be in 
the banking business. He did not often 
get an 80-percent Government loan 
guarantee, but when he was on the 
hook for 20 percent, he paid attention 
to his business because it was his 
money. The guarantee that we are get-
ting is that people are going to be 
judicious with the part we are not 
guaranteeing. 

Why do we treat nonprofits dif-
ferently? What is this issue about cred-
it rating of nonprofits? Why should Joe 
Brown who lives in San Geronimo 
Creek, TX, care about the credit rating 
of the Cooperative Finance Corporation 
when he is going to guarantee 80 per-
cent of the loan they make? What dif-
ference does it make to him? 

First of all, why do they have a tax 
exemption at the Cooperative Finance 
Corporation? Because we gave it to 
them to promote a public purpose. 
What was the public purpose? The pub-
lic purpose was to provide electricity 
to rural America and to provide tele-
phone to rural America and to keep it 
moderate. That is why they have a tax 
exemption—because they are providing 
a public purpose. 

In letting them be involved in an ac-
tivity where, under the conditions set 
in the House, 45 percent of the loan will 
be, according to the estimate of CBO, 
defaulted, all I have asked is that this 
nonprofit organization, or any other, 

since they are performing a public pur-
pose by lending money to provide elec-
tricity in rural Texas and rural Amer-
ica, I want the board to find that their 
credit rating is not going to go down as 
a result of making this loan. 

Now, our colleague from South Da-
kota says, what business is it of ours 
whether the credit rating of the Coop-
erative Finance Corporation goes down 
or not? It is my business. It is my busi-
ness because I have over a million Tex-
ans who buy electric power and/or tele-
phone from rural co-ops that borrow 
money from the CFC. That is why it is 
my business. If they make a bad loan 
and their credit rating goes down, the 
cost of borrowing money to maintain 
electric power and telephone in my 
State is going to go up, and my rate-
payers, who are captive—they can’t 
buy electric power from anybody else 
and they can’t buy hard-line telephone 
services from anybody else—are going 
to end up paying more money. That is 
why I care. That is why it is relevant. 

Now, this is risky business we are en-
gaged in here. All I am trying to do is 
say, if you want the financial institu-
tion that has historically serviced REA 
and serviced electric power and tele-
phone—and let me remind my col-
leagues you don’t lose money lending 
money to an electric co-op to provide 
telephone or electric power generation. 
Why? Because you have a captive mar-
ket so that if the loan doesn’t work 
out, you raise the rates—you restruc-
ture the loan, you raise the rates to 
pay it. 

In this case, if that satellite doesn’t 
go into orbit, whose rates are you 
going to raise? You are going to raise 
the rates of people in Texas who are 
buying electric power. That is whose 
rates you are going to raise. That sat-
ellite doesn’t work. You don’t have 
anybody buying its services. They have 
a right not to buy them. You are not 
going to be able to raise their rates. So 
all I am trying to do is say before we 
let this lending institution, with a 
proud history, which has done a great 
job—and I don’t dispute any of that— 
this tax-exempt lender that we gave 
tax exemption to electrify America and 
to provide phone services to America, 
before we have them make a loan that 
the Congressional Budget Office says 45 
percent of, under the House structure, 
will be defaulted, before we let them do 
it—why is it so offensive to have, 
among other people, Alan Greenspan 
look at their loan and their proposal 
and try to make an estimate as to 
whether or not making this loan is 
going to drive down their bond rating 
and drive up the cost of electric power 
and telephone services in rural Amer-
ica? Do we not trust Alan Greenspan to 
make an honest judgment? 

I don’t understand this issue. It 
seems to me what we have is a captive 
lender that somehow desperately wants 
to get into a business we didn’t give it 
tax exemption to do. We have a mission 
creep here on a gigantic scale. Now, I 
am willing to let them do the mission 

creep as long as it doesn’t cost Texas 
consumers of electric power and tele-
phone services in rural Texas money. If 
it is not going to cost them money, I 
am willing to let them basically dra-
matically change the business they are 
in. If they make a $1.25 billion loan, 
that is larger by far—twice as big— 
than any loan they have ever made. 
Their average loan is less than $20 mil-
lion. I would say that is a pretty dra-
matic change in business. If we are 
going to let them do that, all I am ask-
ing is that there be somebody respon-
sible—and I would call Alan Greenspan 
responsible—who is going to look at 
their application and make a deter-
mination as to whether this is going to 
drive down their bond rating and cost 
every REA customer in America a 
bunch of money. 

The second provision is if, in fact, it 
does drive down their bond rating, I 
want them to sell it and get out of that 
business. You might say how dare we 
tell them they can’t engage in some of 
the most speculative lending in Amer-
ica. How dare we tell them that. Well, 
the reason we dare tell them that is 
they are tax exempt. We gave them a 
very special privilege to do a certain 
kind of work, and that special privilege 
was to bring electricity and telephone 
service to America. I know we have let 
them get into other kinds of business. 
We let them make a loan so that REAs 
could go into a partnership with Direct 
Television. But they didn’t put up any 
satellite or develop any new tech-
nology, and they didn’t take any real 
risk. This is big-time risk. 

So the difference between the two 
amendments is, first of all, this amend-
ment, in my opinion, is not very well 
crafted in that it strikes all of my pro-
visions against self-dealing, all of the 
provisions in my amendment—and you 
don’t have to worry about that when 
you are dealing with FDIC institutions 
because they have those requirements 
already. But those provisions in my 
amendment that were struck by this 
amendment are pretty important. If we 
are going to have the taxpayers on the 
hook for over $800 million, I want to be 
sure somebody is not lending this 
money to his brother in law, or to an 
affiliate of the company. I don’t under-
stand why those provisions were struck 
by this amendment. 

Secondly, if we have a traditional 
REA lender in the Cooperative Finance 
Corporation making loans, I am willing 
to let them into this business if they 
want to get into it; though, to the best 
of my mental ability, I can’t see why 
they want in this business. But they 
do. They are determined to get into it. 
I am saying, let them in the business, 
but don’t let them in if it is going to 
drive up the cost of electric power and 
telephone service to rural America by 
driving down their bond rating. 

I thought, when we made the conces-
sion to treat these nonprofits dif-
ferently by not requiring them to meet 
a capital requirement for the size of 
their loans, that the compromise was 
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going to be accepted. But it seems to 
me that, basically, what we are trying 
to do is we are trying to go back and 
undo all the other stuff we have done 
in this bill because the logic of the bill 
is that we are going to have a private 
lender who is going to be on the hook. 
Now, some people say, won’t the Coop-
erative Finance Corporation be on the 
hook? Who will be on the hook if they 
lose $800 million? Who really loses? 
Whose money is it? Well, ultimately, 
who is going to lose is the people who 
are buying electric power in America, 
in rural areas, and people who are buy-
ing telephone services, because they 
are going to lose a very cheap source of 
credit because the Cooperative Finance 
Corporation is going to end up losing 
its double-A rating. 

So that is what this whole issue is 
about. Unfortunately, we have a series 
of votes in the Budget Committee, and 
we don’t have proxy voting. It is going 
to require Senator JOHNSON, Senator 
SARBANES, and I to be there. 

I ask unanimous consent that we set 
aside this amendment, that we let 
other amendments be offered in our ab-
sence, but that we don’t reach a final 
disposition of any amendment until the 
hour of 1:30. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. JOHNSON. Reserving the right 
to object, and I don’t intend to object, 
if I might inquire of the Senator so I 
am clear about this, we have a number 
of Members who would like to speak to 
the Senator’s amendment and the sec-
ond-degree amendment. I assume they 
will have an opportunity in that con-
text. 

Mr. GRAMM. They will. Under the 
unanimous consent, any Member could 
speak on this amendment and on the 
bill, and any Member could offer an-
other amendment. But there could be 
no final disposition of an amendment 
until 1:30 when we are back and have 
an opportunity to address it. 

I would prefer, if no one objects, to 
let people offer amendments because 
we want to finish this bill today. It is 
not going to hurt my feelings if some-
body offers an amendment when I am 
gone. I can read it when I get back and 
discuss it. 

Mr. SARBANES. Reserving the right 
to object, I suggest to the Senator that 
2 o’clock might be a better time. 

Mr. GRAMM. Mr. President, I ask 
unanimous consent to change the re-
quest to 2 o’clock. 

Mr. SARBANES. And then, for clari-
fication, the time between now and 2 
would be spent either debating what is 
before us at the moment or offering 
some other amendment and debating 
that amendment. 

Mr. GRAMM. That is correct. 
Mr. SARBANES. One of those amend-

ments might be involved. 
Mr. GRAMM. That is correct. 
Mr. SARBANES. I have no objection. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. JOHNSON. Mr. President, if I 

might take 1 minute—I know there are 

a number of others who want to ad-
dress this legislation, and I have to re-
turn to the Budget Committee as well 
for a series of votes—let me observe, 
having listened carefully to the chair-
man’s remarks, that I think the dif-
ferences we have are fairly straight-
forward, in a sense. 

On the one hand, our amendment 
says we have already come up with 
some safety provisions with an 80-per-
cent guarantee rather than 100 percent, 
and so on. But what we are suggesting 
is that guidelines be adopted by the 
board, by Mr. Greenspan, by Treasury, 
and by USDA. They certainly have it 
within their prerogative to develop 
whatever guidelines they feel appro-
priate to ensure that the lending prac-
tices are secure and sound from the 
perspective of the taxpayers. 

The Senator from Texas, rather than 
relying on the Fed, the Treasury and 
USDA, is suggesting that he will im-
pose guidelines statutorily. We now 
have, I believe, the consequence of, in 
effect, shutting out the CFC from par-
ticipating in the program. 

I think we have a solid piece of legis-
lation with the Johnson-Thomas- 
Grams amendment. We would then 
turn to the board as the chief instru-
ment for any further fine-tuning of 
what kind of provisions might be help-
ful to them in seeing to it that these 
loans are handled in due course and in 
the proper fashion. 

I think that is the difference we have 
between the underlying Gramm amend-
ment and our second-degree amend-
ment. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from Wyoming. 
Mr. ENZI. Mr. President, I rise in 

support of the amendment offered by 
Senator GRAMM, and am also in opposi-
tion, then, to the second-degree amend-
ment offered by Senator JOHNSON. 

The Gramm amendment puts all pos-
sible lenders on an equal footing. I be-
lieve we must protect the taxpayers. It 
is the primary charge for the Banking 
Committee to ensure that this program 
does not turn into a source of free 
money. The amendment would do that 
and make the requirements for lending 
institutions equal regardless of the 
lender. 

I have concerns about allowing lend-
ers that are active in the farm credit 
programs—Government-sponsored en-
terprises—to get into risky business 
ventures potentially lending to a new 
satellite TV venture. The CFC and 
farm credit banks focus their lending 
on electric and telephone loans, as well 
as farm operating and housing loans. 
They don’t have experience with 
launching satellites. 

Where taxpayer money is concerned, 
we can’t just open up the program to 
any lender that has previously partici-
pated in the Rural Utilities Service 
program. Too much is at stake. 

The amendment would not only allow 
FDIC-insured institutions to make the 
loan, but it allows investment banks 

and commercial lending institutions 
such as GE Capital and TransAmerica 
to make the loan. These institutions 
have unique knowledge of market risks 
of investing in satellite services. 

The amendment also provides for 
not-for-profit cooperative lending cor-
porations to participate in the program 
only if the loan can be made and not 
cause the credit rating to fall below an 
AA rating. A lower credit rating could 
cause rate increases for rural electric 
and telephone customers. 

The Gramm amendment also re-
stricts all lenders to lend only up to 10 
percent of their net equity. This solu-
tion ensures that no lender is treated 
differentially. 

The comment was made earlier that 
the board is going to be required to 
predict the future on the ratings for 
the CFC. That is what boards do. They 
don’t predict the past. They predict the 
future. And they have to determine 
whether there will be a significant im-
pact on a lending institution. 

Earlier we saw a chart. It pointed out 
that CFC has an AA rating. And it 
showed the other 10 rating agencies. 

One of the things that emphasis was 
not placed on was the asset size of 
those different institutions. The banks 
range in size from $716 billion in assets 
down to $63 billion in assets. CFC has 
$15 billion in assets—one-fourth of 
what the smallest of the 10 banks have. 

Why is this important? We are talk-
ing about a $1.25 billion loan. That is a 
pretty significant portion of $15 billion. 
We should pay attention to the impact 
that it can have on that institution. 
That is why we have a board to make 
those decisions. 

The basis for this legislation is to 
create incentives for private investors 
to use their own risk capital to bring 
local television service to rural areas. 
The Congress decided it was in the na-
tional interest to allow satellite com-
panies to rebroadcast local television 
stations to their home markets. The 
loan guarantee program is designed to 
make that possible in smaller markets, 
such as Casper, WY, and Glendive, MT. 
It is not being created to give away the 
taxpayers’ money. 

The amendment that Senator GRAMM 
has offered levels the playing field for 
all lenders and addresses the concerns 
of the Banking Committee. One of 
those concerns is how to bring more 
lenders into the program and ensure 
that any potential qualified borrower 
can participate. Rural electric coopera-
tives borrow through the Cooperative 
Finance Corporation. It is a private 
corporation with an AA credit rating 
that caters to the special needs of rural 
electric cooperatives. Historically, 
they lend for electricity and telephone 
projects. A loan to launch a satellite 
and provide local television stations in 
rural areas is a much bigger and much 
different risk than an electric project. 
There is less guarantee that the service 
will attract customers or that the 
launch of the satellite will be success-
ful. 

VerDate Mar 15 2010 23:42 Dec 04, 2013 Jkt 081600 PO 00000 Frm 00015 Fmt 4624 Sfmt 0634 E:\2000SENATE\S30MR0.REC S30MR0m
m

ah
er

 o
n 

D
S

K
C

G
S

P
4G

1 
w

ith
 S

O
C

IA
LS

E
C

U
R

IT
Y



CONGRESSIONAL RECORD — SENATES1940 March 30, 2000 
The rural language that members of 

the Banking Committee have been 
working on with the distinguished Sen-
ator from Texas protects the REA 
members and CFC from taking a bigger 
risk than necessary but allows them to 
take the risk. It does not give any 
lender an advantage over any other 
lender to obtain the guarantee. 

I believe Congress should make the 
playing field as level as possible for all 
participants. I don’t think it should 
give more potential to those that have 
some Federal connection. Senator 
GRAMM’s language does that. I urge its 
adoption. I urge a vote against the sec-
ond-degree amendment. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from Kentucky. 
AMENDMENT NO. 2896 

(Purpose: To require that the entity, if any, 
that receives the entire amount of the 
available loan guarantee shall provide in 
each under-served area or unserved area in 
each State all the local television broad-
cast signals broadcast in such State) 
Mr. BUNNING. Mr. President, I have 

an amendment at the desk. 
The PRESIDING OFFICER. The 

clerk will report. 
The legislative clerk read as follows: 
The Senator from Kentucky (Mr. BUNNING) 

proposes an amendment numbered 2896. 

Mr. BUNNING. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

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

The amendment is as follows: 
On page 33, between lines 11 and 12, insert 

the following: 
(4) REQUIREMENT RELATING TO APPLICANT 

RECEIVING ENTIRE GUARANTEE AMOUNT.—The 
entire amount of the guarantee available 
under subsection (f) may not be provided for 
the guarantee of a single loan unless the ap-
plicant for the loan agrees to provide in each 
unserved area and underserved area of each 
State the signals of all local television sta-
tions broadcast in such State. 

Mr. BUNNING. Mr. President, this 
amendment is pretty simple. It says 
that any entity that receives the entire 
$1.25 billion loan under this bill must 
provide to its subscribers all of the 
local television broadcast signals 
which are broadcast in that State. 

Since coming to the Senate I have 
heard from my constituents about sat-
ellite TV more than any other issue. 
More than impeachment, Social Secu-
rity, taxes, or anything else. 

That might sound strange, but I con-
stantly hear from Kentuckians who are 
unhappy that they can’t get local news 
and local programming. Believe me, 
when the University of Kentucky is 
playing basketball, that’s a big deal. 

Kentucky is rural, and a lot of our 
communities are isolated and hard to 
reach. Cable isn’t an option for them 
because the cable companies won’t 
come—it’s too expensive to wire them. 

And they often can’t get a clear sig-
nal with traditional TV antennae be-
cause of the geography and landscape 
of our commonwealth. This has led 
many Kentuckians to try satellite cov-

erage, but then they often hear more 
about New York City, Los Angeles, or 
Chicago. 

With my amendment, I am trying to 
make sure Kentuckians and other 
Americans living in rural areas get 
local news and local programming. In 
Kentucky, this problem is made even 
worse because much of our State is 
dominated by media markets from sur-
rounding States, making it even harder 
to get local programming. 

I live in northern Kentucky near Cin-
cinnati, OH. It is frustrating to con-
stantly hear Ohio news and not be able 
to find out what is happening in Louis-
ville, Lexington, Paducah, or Bowling 
Green. 

In talking with the industry, the sat-
ellite technology soon is going to allow 
for spot beaming to provide local-to- 
local coverage for everyone. I think 
that is great. I encourage them to keep 
pushing forward. I also want to make 
sure that if anyone gets the full value 
of this loan, then they have to provide 
local programming for local areas. 
These loans are going to be guaranteed 
80 percent by the Federal Government 
and taxpayers in Kentucky and other 
rural States deserve to be considered. 

I am simply trying to look out for 
my constituents. I have a feeling there 
are other rural States in the same 
boat. I bet they are as frustrated as we 
are when they can learn about New 
York City politics or the Chicago Cubs 
baseball or the latest news in neigh-
boring States but they cannot find out 
what is going on in their own back-
yards. 

I urge adoption of this amendment. I 
want to make sure Kentuckians, and 
all others in rural States who do not 
have local broadcasts in their own 
State, can receive local news from 
their State, not just news from an ad-
joining State. I urge passage of the 
amendment. 

I yield the floor, and I suggest the ab-
sence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The bill clerk proceeded to call the 
roll. 

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

The PRESIDING OFFICER (Mr. ROB-
ERTS). Without objection, it is so or-
dered. 

Mr. HARKIN. Mr. President, I am 
proud the U.S. is the world leader in 
the advancement of technology, pro-
viding businesses and consumers faster 
and better ways to work and to com-
municate. But even though we have 
made great progress in technology, 
much of rural and small town America 
has been left behind. In the small town 
of Cumming, IA, where I was born and 
still have a house I live in when I am 
not here, we do not have access. We do 
not even have cable yet. So a lot of 
people are putting up satellite dishes 
as the only way of getting adequate in-
formation through television. 

I joined a Senate rural telecommuni-
cations task force last year to address 

these issues and to work, as a group, to 
pass legislation to help rural commu-
nities catch up. Just as cable and tele-
phone companies say it does not make 
good business sense to provide service 
to a few customers in Cumming, IA, for 
example, we know that without this 
access rural America will suffer and 
will be left behind in the new digital 
age. You talk about a digital divide. 
There is a digital divide and rural 
America is on the short end of that 
divide. 

We are not just talking about high- 
speed Internet access or reliable tele-
phone lines. We are talking about the 
lack of access to basic local TV pro-
gramming—local weather, local news, 
local school information for rural resi-
dents and farm families. You would 
think it is easy; if you live on a farm 
or in a small town in rural Iowa, you 
just put an antenna on your house and 
get the local weather and news from a 
local TV station. Once again, it is not 
that easy for rural and small town resi-
dents. An antenna just doesn’t reach 
that far. Weather conditions interrupt, 
for example. Cable will not extend lines 
outside of metropolitan areas because 
of the high cost. As I said, in my home-
town, we do not have cable yet. We live 
fairly close to a metropolitan area. 

The satellite dish came along and 
provided relief and access and they 
sprouted up like mushrooms all over 
rural Iowa and rural America. But the 
satellite also has its problems. It does 
not include what is called ‘‘local-into- 
local’’ programming, into small and 
rural TV markets. The satellite dish 
companies say they do not have the ca-
pacity in their existing satellites. That 
is what they say. 

I happen to have a satellite dish on 
my house in Virginia, 12 miles from 
here. I can turn that thing on any time 
and get hundreds of channels—many of 
which are, I think, kind of ridiculous, 
but they are there. So they can provide 
hundreds of channels to customers in 
metropolitan areas, but they cannot 
transmit local TV to the 60 million 
customers who live outside the big TV 
markets, they say, without launching 
more multimillion-dollar satellites. 

Last year, we fought hard to keep in 
the satellite bill a rural loan guarantee 
program, one that would make it easier 
for companies or nonprofit coopera-
tives to provide local TV to rural cus-
tomers. Unfortunately, it was taken 
out at the last minute before the bill 
was passed and signed into law. Sen-
ator GRAMM, the Chairman of the 
Banking Committee, has drafted a 
rural loan guarantee bill, similar to 
the one I cosponsored last year, that 
will go a long way to ensuring that 
rural residents receive the benefit of 
local television. 

However, I am concerned about the 
provision in the bill that requires all 
potential lenders in the Loan Guar-
antee Program to be Federal Deposit 
Insurance Corporation insured. That 
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language would exclude several quali-
fied lenders who have previously pro-
vided financing under the Rural Elec-
trification Act. These institutions in-
clude the Cooperative Finance Cor-
poration, the CFC, and other lenders 
that have the financial strength, the 
expertise, and the ability to participate 
in this program for rural citizens. 
These institutions have had years of 
experience. They have had a strong 
record in lending to rural and electric 
cooperatives. 

I urge my colleagues to approve the 
Johnson-Thomas bipartisan amend-
ment, of which I am a cosponsor, to 
allow qualified lenders with experience, 
expertise, and a strong reputation in 
these types of programs, to participate 
in the funding subject to approval. The 
cooperatives use lenders such as CFC 
because it means lower interest rates, 
resulting in a more affordable and 
workable project. 

Again, I don’t want to say I am favor-
ing cooperatives or any one over an-
other providing local TV in rural areas. 
I favor any institution and any tech-
nology that would be willing to provide 
local service to most customers in 
unserved areas; however, without the 
Johnson-Thomas amendment, we are 
effectively, legislatively shutting out a 
potential participant interested in ex-
tending local TV to rural America. 
They might win, they might not, but 
why should we shut them out of this 
process. 

I would also like to mention Senator 
DORGAN’s Rural Broadband Enhance-
ment Act, introduced yesterday—again 
of which I am a cosponsor. This impor-
tant legislation would help ensure that 
rural and small town America are not 
left behind by the revolution taking 
place in the technology industry that I 
mentioned earlier. The Dorgan bill 
would authorize $3 billion for a revolv-
ing loan fund over 5 years to provide 
capital for low-interest loans to fi-
nance construction of the needed 
broadband infrastructure. I am an 
original cosponsor of this bill because 
we cannot sit around waiting for this 
important technology to come to rural 
and small town America on its own. We 
know from past experience that we 
need to help make it happen. I believe 
the Dorgan bill will provide the incen-
tives for companies to expand beyond 
their urban markets. 

The Rural Broadband Enhancement 
Act and the Rural Loan Guarantee— 
LOCAL TV bill that is being considered 
on the floor today, are sorely needed in 
rural America. They both are akin to 
what happened in the 1930s with the 
Rural Electrification Act when we 
started to electrify rural America. I at 
one time did some research on that. I 
read the Senate debates when the Sen-
ate was debating whether or not to 
pass the Rural Electrification Act to 
provide the long-term, low-interest 
loans through cooperatives to build 
rural electric lines to families such as 
mine in rural Iowa. 

At that time there was more than 
one Senator who got up and said this is 

a free market. If private companies do 
not want to go out there and build 
these electric lines to rural America, 
that is the marketplace. If people liv-
ing in rural America don’t like it there 
because they don’t have electricity, 
they can move to the cities. 

Fortunately, those voices were in the 
minority. The majority recognized that 
because of the sparse population in 
rural America, it was going to cost a 
little more for the initial installing of 
those rural electrification lines. What 
happened after that, of course, was be-
cause of the electrification of rural 
America we saw new schools go up. We 
saw new factories and plants go up to 
buttress the farm economy in our rural 
areas. We saw colleges being built. 

So all of rural America expanded and 
became financially more sound because 
of the investment we made up front in 
rural electrification. We face that same 
kind of frontier right now both in 
broadband access and also in access to 
local television broadcasting. 

That is why I feel so strongly that 
these are synergistic. The Dorgan bill 
introduced yesterday for broadband ac-
cess and the Johnson-Thomas amend-
ment which is before the body will pro-
vide the same kind of long-term, low- 
interest loans that could be made 
available through cooperatives and 
through other institutions to provide 
for a better possibility that we will get 
direct, local-to-local satellite broad-
casting in rural America. 

I hope the Senate will review this 
history. I hope the majority of this 
body will support the Johnson-Thomas 
bipartisan amendment so that rural 
America can have the same kind of sat-
ellite dish reception that we get in 
rural Virginia 12 miles from here. We 
can get on our satellite dish in our 
home ABC, NBC, CBS, Fox, all local 
from Washington, DC. It costs about 
four or five bucks a month. I believe 
people all over rural Iowa and rural 
Kansas would be willing to pay four or 
five bucks a month to get that kind of 
local television service from their local 
stations’ satellite so they can know 
when tornadoes are approaching, bad 
weather, when schools are closed, and 
other local information they need 
which they otherwise do not get. 

I urge adoption of the Johnson- 
Thomas amendment. I yield the floor. 

The PRESIDING OFFICER. The dis-
tinguished Senator from Massachusetts 
is recognized. 

Mr. KENNEDY. Mr. President, I ask 
unanimous consent to go into morning 
business for 3 minutes. 

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

f 

MINIMUM WAGE AMENDMENT 
Mr. KENNEDY. Mr. President, in 

morning business, I send an amend-
ment to the desk to S. 2285. 

The PRESIDING OFFICER. The 
amendment will be received and num-
bered. 

Mr. KENNEDY. Mr. President, soon 
the Senate will have an opportunity to 

consider legislation to lower the Fed-
eral gasoline tax. The amendment I 
submit intends to at least consider on 
that particular measure an increase in 
the minimum wage in two phases—50 
cents this year and 50 cents next year. 

If the idea of repealing the gasoline 
tax is to provide some relief for hard- 
working Americans, it seems to me the 
best way we can provide some relief to 
the 11 million Americans who are earn-
ing the minimum wage is to provide a 
modest increase—50 cents this year and 
50 cents next year—so they have less of 
an adverse impact, whether they are 
paying for gas to go to work at the 
present time or otherwise dealing with 
increased costs with which they are 
faced every single day. 

I am mindful of some of the recent 
reports about whether this gasoline re-
duction will have much of an impact, 
in any event, for consumers and work-
ing families in this country. All one 
has to do is read what a Republican 
leader in the House of Representatives 
said about this particular issue when 
he pointed out in the New York 
Times—this is J.C. Watts: 

If that were not chilling enough to Repub-
licans eager to maintain their tenuous con-
trol of the House this fall, other party lead-
ers voiced skepticism over the repeal’s im-
pact on consumers. 

‘‘I don’t know if the tax has any effect on 
fuel costs,’’ says Rep. J.C. Watts. ‘‘Supply 
and demand is driving prices right now.’’ 

That is an interesting and, I think, a 
pretty accurate statement. As a matter 
of fact, included in the fundamental 
legislation is a study as to whether 
lowering the cost of gasoline will have 
any positive impact on consumers. 

On Wednesday, March 15, in the New 
York Times, there was a very inter-
esting article by Paul Krugman of MIT 
talking about ‘‘Gasoline Tax Follies.’’ I 
will reference part of the article. 

I ask unanimous consent the article 
be printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 
[From the New York Times, March 15, 2000] 

GASOLINE TAX FOLLIES 
(By Paul Krugman) 

Teachers of economics cherish bad policies. 
For example, if New York ever ends rent con-
trol, we will lose a prime example of what 
happens when you try to defy the law of sup-
ply and demand. And so we should always be 
thankful when an important politician 
makes a really bad policy proposal. 

Last week George W. Bush graciously 
obliged, by advocating a reduction in gaso-
line taxes to offset the current spike in 
prices. This proposal is a perfect illustration 
of why we need economic analysis to figure 
out the true ‘‘incidence’’ of taxes: The people 
who really pay for a tax increase, or benefit 
from a tax cut, are often not those who os-
tensibly fork over the cash. In this case, cut-
ting gasoline taxes would do little if any-
thing to reduce the price motorists pay at 
the pump. It would, however, provide a wind-
fall both to U.S. oil refiners and to the Orga-
nization of Petroleum Exporting Countries. 

Let’s start with why the oil cartel should 
love this proposal. Put yourself in the posi-
tion of an OPEC minister: What sets the lim-
its to how high you want to push oil prices? 
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