S7688

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘RESEARCH, DE-
VELOPMENT, TEST AND EVALUATION, ARMY”,
up to $5,000,000 may be used for materials
joining for Army weapon systems.

AMENDMENT NO. 4381

(Purpose: To make available from amounts
available to the Army for other procure-
ment $500,000 for PRC-117TF SATCOM back-
pack radios)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
III under the heading ‘‘OTHER PROCUREMENT,
ARMY”’, up to $500,000 may be available for
PRC-117F SATCOM backpack radios.

AMENDMENT NO. 4382

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the total amount appropriated
by this division for Operation and Mainte-
nance, Army, up to $5,000,000 may be used for
Expandable Light Air Mobility Shelters
(ELAMS).

AMENDMENT NO. 4383

(Purpose: To set aside from amounts avail-
able for the Navy for research, develop-
ment, test, and evaluation for Extended
Range Anti-Air Warfare)

At the appropriate place in the bill, add
the following:

SEC. Of the amounts appropriated by
Title IV under the heading ‘‘Research, Devel-
opment, Test, and Evaluation, Navy’’, up to
$10,000,000 may be made available for ex-
tended range anti-air warfare.

AMENDMENT NO. 4384

(Purpose: To set aside from amounts avail-
able for the Army Reserve for operation
and maintenance $3,000,000 for Land Forces
Readiness for Information Operations
Sustainment)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title II under the heading ‘‘Operation and
Maintenance, Army Reserve’”, up to
$3,000,000 may be available for Land Forces
Readiness for Information Operations
Sustainment.

AMENDMENT NO. 4385

(Purpose: To set aside from amounts avail-
able for the Air Force for research, devel-
opment, test, and evaluation $1,000,000 for
Space and Missile Operations for the Civil
Reserve Space Service (CRSS) initiative)
On page 223, between lines 20 and 21, insert

the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘Research, Devel-
opment, Test, and Evaluation, Air Force”,
up to $1,000,000 may be available for Space
and Missile Operations for the Civil Reserve
Space Service (CRSS) initiative.

AMENDMENT NO. 4386
(Purpose: To set aside funding under

RDT&E, Air Force, for the Viable Combat

Avionics Initiative of the Air Force)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘Research, Devel-
opment, Test and Evaluation, Air Force”,
$2,000,000 may be used for the Viable Combat
Avionics Initiative of the Air Force.

Mr. INOUYE. Mr. President, I move
to reconsider the vote and I move to
lay that motion on the table.
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The motion to lay on the table was
agreed to.

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

The PRESIDING OFFICER. The
clerk will call the roll.

The senior assistant bill clerk pro-
ceeded to call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

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

——
RECESS

Mr. REID. Mr. President, the staff of
Senator INOUYE and Senator STEVENS
are working on amendments that have
been submitted to them. We have noth-
ing that is imminent on which the
committee can work.

I ask unanimous consent that the
Senate stand in recess until 3:30 p.m.

There being no objection, the Senate,
at 2:52 p.m., recessed until 3:30 p.m. and
reassembled when called to order by
the Presiding Officer (Mrs. MURRAY).

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

The PRESIDING OFFICER.
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

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

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

Mr. DODD. Madam President, I ask
unanimous consent that I be permitted
to speak as in morning business.

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

(The remarks of Mr. DODD are print-
ed in today’s RECORD under ‘‘Morning
Business.”)

Mr. INOUYE. I suggest the absence of
a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

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

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

AMENDMENT NOS. 4400 THROUGH 4411, EN BLOC

Mr. INOUYE. Madam President, I
will be sending to the desk shortly a
set of amendments. None of these
amendments would add any money to
the bill. They are either earmarks or
technical amendments. All of these
amendments have been cleared by both
managers.

I will explain these amendments be-
fore I send the amendments to the
desk. First, the Bingaman amendment
is earmarking $2.5 million for the
Maglev upgrade program. An amend-
ment for Senator DORGAN is ear-
marking $10 million for the Chameleon
miniaturized wireless systems; An
amendment for Senator MURRAY is ear-
marking $7 million for short pulse laser
development; An amendment for Sen-
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ator REID is earmarking $4 million for
clean-bio consequence management;
An amendment for Senator WARNER is
earmarking $5 million for study of a
roadway at Fort Belvoir; An amend-
ment for Senator DODD is earmarking
$5 million for microfuel cell research;
An amendment for Senator NICKLES is
earmarking $3 million for supercritical
water systems explosive demilitariza-
tion technology; An amendment for
Senator ROBERTS is earmarking $1 mil-
lion for agroterrorism research; An
amendment for myself is for making a
technical correction to the emergency
supplemental to correct an editorial
mistake; An amendment for Senator
CoLLINS makes a technical correction
to the emergency supplemental; An
amendment for Senator CARPER is ear-
marking $8 million for biological war-
fare training; An amendment for Sen-
ator BIDEN is earmarking $6 million for
multifuel auxiliary power units.

I send to the desk these amendments
and ask unanimous consent they be
agreed to, en bloc.

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

The amendments (Nos. 4400 through
4411) were agreed to en bloc as follows:

AMENDMENT NO. 4400

(Purpose: To set aside from amounts avail-
able for the Air Force for research, devel-
opment, test, and evaluation for Major
T&E Investment (PE0604759F), $2,500,000 for
the Maglev upgrade program)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘RESEARCH, DE-
VELOPMENT, TEST, AND EVALUATION, AIR
FORCE” and available for Major T&E Invest-
ment up to $2,500,000 may be available for the
Maglev upgrade program.

AMENDMENT NO. 4401

(Purpose: To provide funds for the
Chameleon Miniaturized Wireless System)

At the appropriate place in the bill, insert
the following:

““Of the funds appropriated under the head-
ing ‘RDT&E, Defense Wide’, $10,000,000 may
be made available for the Chameleon Minia-
turized Wireless System.”

AMENDMENT NO. 4402

(Purpose: To make available from amounts
available for the Army for research, devel-
opment, test, and evaluation, $9,000,000 for
continuing design and fabrication of the
industrial short pulse laser development-
femtosecond laser)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. (a) AVAILABILITY OF AMOUNT FOR
INDUSTRIAL SHORT PULSE LASER DEVELOP-
MENT.—Of the amount appropriated by title
IV under the heading ‘‘RESEARCH, DEVELOP-
MENT, TEST, AND EVALUATION, ARMY”’, up to
$7,000,000 may be available for continuing de-
sign and fabrication of the industrial short
pulse laser development-femtosecond laser.

(b) SUPPLEMENT NOT SUPPLANT.—The
amount available under subsection (a) for
the purpose specified in that subsection is in
addition to any other amounts available
under this Act for that purpose.
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AMENDMENT NO. 4403

(Purpose: To make available from amounts
available to the Navy for research, devel-
opment, test, and evaluation $4,000,000 for
Marine Corps program wide support
(PE0605873M) for chemical and biological
consequence management for continuing
biological and chemical decontamination
technology research for the United States
Marine Corps Systems Command on a bio-
logical decontamination technology that
uses electro-chemically activated solution
(ECASOL))

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. (a) Of the amount appropriated
by title IV under the heading ‘‘RESEARCH,
DEVELOPMENT, TEST, AND EVALUATION,
NAVY”, up to $4,000,000 may be available for
Marine Corps program wide support for
chemical and biological consequence man-
agement for continuing biological and chem-
ical decontamination technology research
for the United States Marine Corps Systems
Command on a biological decontamination
technology that uses electro-chemically ac-
tivated solution (ECASOL).

(b) The amount available under subsection
(a) for the program element and purpose set
forth in that subsection is in addition to any
other amounts available under this Act for
that program element and purpose.

AMENDMENT NO. 4404

(Purpose: To require a preliminary engineer-
ing study and environmental analysis of
establishing a connector road between
United States Route 1 and Telegraph Road
in the vicinity of Fort Belvoir, Virginia,
and to earmark $5,000,000 for the Army for
operation and maintenance for that pre-
liminary study and analysis)

At the end of title VIII, add the following:

SEC. 8124. (a) PRELIMINARY STUDY AND
ANALYSIS REQUIRED.—The Secretary of the
Army shall carry out a preliminary engi-
neering study and environmental analysis
regarding the establishment of a connector
road between United States Route 1 and
Telegraph Road in the vicinity of Fort
Belvoir, Virginia.

(b) FUNDING.—Of the amount appropriated
by title II under the heading ‘‘OPERATION
AND MAINTENANCE, ARMY”’, up to $5,000,000
may be available for the preliminary study
and analysis required by subsection (a).

AMENDMENT NO. 4405

(Purpose: To make available from amounts
available for the Army for research, devel-
opment, test, and evaluation $5,000,000 for
research on miniature and micro fuel cell
systems)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘RESEARCH, DE-
VELOPMENT, TEST, AND EVALUATION, ARMY",
up to $5,000,000 may be available for research
on miniature and micro fuel cell systems.

AMENDMENT NO. 4406

At the appropriate place in the bill, insert
the following:

Of the funds appropriated in the Act under
the heading ‘‘Research, Development, Test
and Evaluation, Defense-Wide” up to
$3,000,000 may be made available for the
Supercritical Water Systems Explosives De-
militarization Technology.
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AMENDMENT NO. 4407

(Purpose: To appropriate, with an offset,
$1,000,000 for research, analysis, and assess-
ment of federal, state, and local efforts to
counter potential agroterrorist attacks)

At the end of Title IV, Research, Develop-
ment, Test & Evaluation, Defense Wide, add
the following:

SEC. AGROTERRORIST ATTACK RESPONSE.

(a) AVAILABILITY.—(1) Of the amount ap-
propriated under Title IV for research, devel-
opment, test, and evaluation, defense-wide,
the amount available for basic research, line
8, the Chemical and Biological Defense Pro-
gram (PE 0601384BP) is hereby increased by
$1,000,000, with the amount of such increase
to be available for research, analysis, and as-
sessment of federal, state, and local efforts
to counter potential agroterrorist attacks.

(2) The amount available under paragraph
(1) for research, analysis, and assessment de-
scribed in that paragraph is in addition to
any other amounts available in this Act for
such research, analysis, and assessment.

(b) OFFSET.—Of the amount appropriated
under Title IV for research, development,
test, and evaluation, Defense-wide, the
amount available for Agroterror prediction
and risk assessment, line 37, Chemical and
Biological Defense Program (PE 0603384BO),
is hereby reduced by $1,000,000.

AMENDMENT NO. 4408

(Purpose: To make a technical correction to
the supplemental appropriation for fiscal
year 2002)

On page 223, between lines 20 and 21, insert
the following:

Effective upon the enactment of the Act
entitled ‘““‘An Act making supplemental ap-
propriations for further recovery from and
response to terrorist attacks on the United
States for the fiscal year ending September
30, 2002, and for other purposes’, section 309
of such Act is amended by striking ‘‘of”’ after
the word ‘‘instead’.

AMENDMENT NO. 4409

(Purpose: To provide for the transition of the
naval base on Schoodic Peninsula, Maine,
to utilization as a research and education
center for Acadia National Park)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. The Secretary of Defense may
modify the grant made to the State of Maine
pursuant to section 310 of the 2002 Supple-
mental Appropriations Act for Further Re-
covery From and Response To Terrorist At-
tacks on the United States (Public Law 107—
~ ) such that the modified grant is for pur-
poses of supporting community adjustment
activities relating to the closure of the
Naval Security Group Activity, Winter Har-
bor, Maine (the naval base on Schoodic
Point, within Acadia National Park), and the
reuse of such Activity, including reuse as a
research and education center the activities
of which may be consistent with the pur-
poses of Acadia National Park, as deter-
mined by the Secretary of the Interior. The
grant may be so modified not later than 60
days after the date of the enactment of this
Act.

AMENDMENT NO. 4410

(Purpose: To make available from amounts
available for the Navy for research, devel-
opment, test, and evaluation $8,00,000 for
the Integrated Biological Warfare Tech-
nology Platform)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘RESEARCH, DE-
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VELOPMENT, TEST, AND EVALUATION, NAVY”,
up to $8,000,000 may be available for the Inte-
grated Biological Warfare Technology Plat-
form.
AMENDMENT NO. 4411
(Purpose: To make available from amounts
available for the Army for research, devel-
opment, test, and evaluation $5,000,000 for
the Rotary, Multi-Fuel, Auxiliary Power

Unit)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘RESEARCH, DE-
VELOPMENT, TEST, AND EVALUATION, ARMY”’,
up to $5,000,000 may be available for the Ro-
tary, Multi-Fuel, Auxiliary Power Unit.

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

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. WELLSTONE. Madam President,
I ask unanimous consent the order for
the quorum call be rescinded.

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

AMENDMENT NO. 4364

Mr. WELLSTONE. Madam President,
I am not going to call up the amend-
ment yet, unless the managers are
ready to do so. If they are, I will. I call
up amendment No. 4364.

Madam President, I have spoken on
this amendment and I wait for other
Senators to come to the floor. It is a
very simple amendment. What it would
do is bar the funds in this bill from
being used to enter into contracts with
U.S. companies who incorporate over-
seas to avoid U.S. taxes. Madam Presi-
dent, I went over this amendment be-
fore.

Let me add a couple of points so my
colleagues know what my thinking is.

As I said, I wanted to keep it very
simple. I want to keep it very basic and
very straightforward, and I think very
fair.

I think there are two issues here. One
of them has to do with tax fairness or
tax unfairness. I think it is absolutely
maddening when people in our country
see U.S. corporations using creative pa-
perwork and then transforming them-
selves into Bermuda corporations so
they do not have to pay their fair share
of U.S. taxes.

What I am saying is if these compa-
nies, post-December 31, 2001, have en-
gaged in such a practice, and they no
longer call themselves U.S. citizens,
then they are not beneficiaries of U.S.
defense contracts. My thinking about
this is as follows: I am thinking to my-
self, we are all aware of 9/11 and what
it meant to our country. I have given
companies time to respond in the posi-
tive to 9/11 and be the best of good cor-
porate citizens, be the best of good, pa-
triotic corporate citizens. I even al-
lowed some lag time after 9/11. But
what I am saying is starting the begin-
ning of this year, if any of these com-
panies have engaged in the same sham
practices so they do not have to pay
U.S. taxes, they are not going to be the
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beneficiary of the public contracts. It
really is that simple.

We all make sacrifices. God knows,
many Americans are making sacrifices
today. The only sacrifice this amend-
ment asks of Federal contractors is
they pay their fair share of taxes like
everybody else, and at the very min-
imum, given 9/11 and how strongly our
country feels, no corporation from the
beginning of the year on, engage in this
kind of deceitful practice.

This is a narrowly tailored amend-
ment; this is not a tax bill. Not in the
spirit of bragging but I will just say it,
I know at least the first piece of legis-
lation that eliminated this tax loop-
hole I wrote, and we sent it to the Fi-
nance Committee. They did good work.
The have done great work. They re-
ported out a bill that basically elimi-
nates this egregious loophole.

But what I am saying is until that
loophole is eliminated, and no com-
pany is able to engage in this practice,
what a great message for the Senate to
send.

When the homeland defense bill
comes to the floor, I will join forces
with other colleagues—I am sure Sen-
ator LIEBERMAN and others—and we
will do something parallel to what was
done, to my understanding, in the
House of Representatives. But right
now on this appropriations bill, know-
ing full well the House did not take
any action, I am trying to be a legis-
lator here. I thought to myself: I will
narrowly tailor it. I will have it speak
specifically to this 1l-year appropria-
tions bill. It will send a very unmistak-
able message. And I Dbelieve this
amendment will command widespread
support.

I do not know whether we will have
unanimous consent. The distinguished
chair of the Defense Appropriations
Committee tells me there is some op-
position, in which case I am pleased to
have the debate. Then we will have a
vote after the debate.

Again, this is the second time I have
come to the floor. I want to be clear
what this amendment is about and
what it is not about. I hope there will
be very strong support on both sides of
the aisle for this amendment.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Hawaii.

Mr. INOUYE. Madam President, in
order to expedite the consideration of
this amendment, a call has been placed
for Senators interested in this matter
to report to the floor to carry out the
debate.

May I ask a question of the sponsor
of this measure? By ‘‘tax haven coun-
try,” does the Senator mean countries
such as Barbados, Bermuda, British
Virgin Islands, Cayman Islands, Com-
monwealth of the Bahamas, Cyprus,
Gibralter, Isle of Man, the Principality
of Liechtenstein, the Principality of
Monaco, the Republic of Seychelles,
and any other country that the Sec-
retary of the Treasury determines is
used as a site of incorporation, pri-
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marily for the purpose of avoiding U.S.
taxation?

Mr. WELLSTONE. I say to the chair-
man, that is correct. I make it clear
the Secretary of the Treasury, in addi-
tion to listing those countries, if there
is another country that he determines
is using this site of incorporation pri-
marily to avoid U.S. taxation, that is
included.

Mr. INOUYE. The Senator’s amend-
ment also provides if the President of
the United States should consider that
the interests of mnational security
would require it, notwithstanding this
designation, they may do business?

Mr. WELLSTONE. That is correct. I
thank the chairman.

Mr. INOUYE. How many companies
are involved?

Mr. WELLSTONE. I say to the distin-
guished chair, I do not really know.
Since I am talking about from the be-
ginning of this year on, I do not know
how many companies are actually
going to be affected by this. I do not
reach back. I just simply say, post be-
ginning of this year, it is completely
inappropriate, given 9/11, given how ev-
erybody feels in the country. I don’t
know how many companies are af-
fected. I want to put every company on
notice if they continue in this practice
they are not going to get the contracts.

Mr. INOUYE. May I ask another
question.

Mr. WELLSTONE. Please.

Mr. INOUYE. Am I correct, in the
last fiscal year, approximately $2 bil-
lion worth of contracts were awarded
to companies incorporated in these
countries?

Mr. WELLSTONE. The Senator is
correct.

Mr. INOUYE. I thank the Senator.

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

The PRESIDING OFFICER. Is there a
sufficient second? At the moment there
is not.

Mr. INOUYE. I suggest the absence of
a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

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

Mr. REID. Madam President, it is my
understanding that the Senate is con-
sidering the Wellstone amendment. Is
that true?

The PRESIDING OFFICER. The Sen-
ator is correct.

AMENDMENT NO. 4412 TO AMENDMENT NO. 4364

Mr. WELLSTONE. Mr. President, I
send an amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from  Minnesota [Mr.
WELLSTONE] proposes an amendment num-
bered 4412 to amendment No. 4364.

Mr. REID. Mr. President, I ask unan-
imous consent that reading of the
amendment be dispensed with.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

AMENDMENT NO. 4412
(Purpose: To prohibit the use of funds made
available in this Act for payment on any
new contract to any corporate expatriate)

Strike all after the first word:

SEC. 8124. CORPORATE EXPATRIATES. (a)
LIMITATION.—None of the funds made avail-
able in this Act may be obligated for pay-
ment on any new contract to a subsidiary of
a publicly traded corporation if the corpora-
tion is incorporated after December 31, 2002
in a tax haven country but the United States
is the principal market for the public trading
of the corporation’s stock.

(b) DEFINITION.—For purposes of subsection
(a), the term ‘‘tax haven country’” means
each of the following: Barbados, Bermuda,
British Virgin Islands, Cayman Islands, Com-
monwealth of the Bahamas, Cyprus, Gibral-
tar, Isle of Man, the Principality of Liech-
tenstein, the Principality of Monaco, the Re-
public of the Seychelles, and any other coun-
try that the Secretary of the Treasury deter-
mines is used as a site of incorporation pri-
marily for the purpose of avoiding United
States taxation.

(c) WAIVER.—The President may waive sub-
section (a) with respect to any specific con-
tract if the President certifies to the Appro-
priations Committees of the House of Rep-
resentatives and the Senate that the waiver
is required in the interest of national secu-
rity.

(d) Effective one day after enactment.

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

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. WELLSTONE. 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. WELLSTONE. Mr. President,
there are colleagues who may very well
have some technical suggestions that
don’t change the import of this amend-
ment one bit. I certainly invite their
consultation and their support which
would help strengthen the amendment.

My understanding is that there may
eventually be a vote to table the
amendment. I do not know. If so, I
want to make sure one more time that
I am crystal clear about what this
amendment does and what it doesn’t
do.

It is a simple amendment. It bars any
funds in this bill from being used to
enter into contracts with U.S. compa-
nies that incorporate overseas to avoid
U.S. taxes. It is really simple.

Former U.S. companies that have re-
nounced their citizenship—and Senator
INOUYE asked me about this—currently
hold at least $2 billion worth of con-
tracts with the Federal Government.

It seems to me the companies that
play by the rules and that pay their
fair share of taxes should not be forced
to compete with the bad actors that
undercut the bids through a tax loop-
hole. I am saying, put on notice all
U.S. companies post-January 1: If you
engage in this egregious practice post-
9/11 and you set up some sham business
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in Bermuda, et al, and therefore you
don’t pay any U.S. taxes, you don’t get
any defense contracts.

I do not know. Maybe Senators want
to vote against this proposition. But I
will tell you that this is pretty simple
and it is pretty straightforward.

These companies—and we know all
about it—transform themselves into
Bermuda companies, which are basi-
cally shell corporations. They don’t
have any staff. They don’t have any of-
fices. They don’t have any business ac-
tivity. They exist for the sole purpose
of shielding income from the IRS.

What these bad corporate former citi-
zens do is exploit a specific loophole in
current law so that the company is
treated as a foreign company for tax
purposes, and therefore they do not pay
any U.S. taxes on the foreign income.
This loophole gives tens of millions of
dollars in tax breaks to major multi-
national companies with significant
non-U.S. business.

It also puts other companies that
play by the rules at a complete dis-
advantage. No American company, col-
leagues, should be penalized by staying
put. For now on—reaching back to the
beginning of this year—mo American
company should be penalized for stay-
ing put in our country while others de-
cide they are going to renounce U.S.
citizenship for a tax break. It is just
simply unacceptable.

I said it before, and I will say it
again, there are a heck of a lot of busi-
nesses in Minnesota—small businesses
and otherwise—that, No. 1, wouldn’t do
it even if they could; and, No. 2, surely
they do not have all of the lawyers and
accountants to show them how to do
their books Enron-style and get away
with not paying their fair share of
taxes. So the only price all the good
corporate citizens pay—of which there
are many—is a higher tax bill.

I think we should close this loophole
this year. I think we should close the
tax loophole this year. As I said before,
I wrote a piece of legislation to do
that. I have worked with the Finance
Committee. The Finance Committee,
through the bipartisan work of Senator
BAUCUS and Senator GRASSLEY, has re-
ported out a good piece of legislation.
And assuming it passes, this tax loop-
hole will be gone.

But it seems to me, while this piece
of legislation is on the floor, for this 1
year, what a powerful and positive
message for us to send which is, again,
post-December 31, 2001—I don’t even
reach back—I give companies enough
time to respond to 9/11, and say: Wait a
minute, this is not the right thing to
do or patriotic thing to do. But I will
tell you something, post-December 31st
of last year, if a U.S. company has set
up a sham corporation, so it does not
have to pay part of its fair share of
taxes, it is not going to be eligible for
defense contracts. It is really that sim-
ple.

So, again, I don’t see colleagues out
here to debate this. I understand there
is opposition. I say to both of my col-
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leagues, Senator INOUYE and Senator
STEVENS, I am certainly not trying to
delay the passage of this overall De-
fense appropriations bill.

I think I have a good amendment on
the floor, and I look forward to debate
or I would look forward to constructive
suggestions from other Senators if
they think there is a way to strengthen
this amendment.

I am not backing off on the basic
proposition here. I am not backing off
on the basic proposition. And the basic
proposition, again—and I think we are
going to do the same thing on the
homeland defense bill. It was done in
the House. In fact, it was broader, more
sweeping on the House side on home-
land defense.

This is 1 year. This is Department of
Defense appropriations. This is not a
tax amendment that I have offered to
this piece of legislation. That would
not be appropriate. But I do think it is
appropriate to put every single U.S.
corporation on notice, forthwith,
reaching back to the beginning of this
year, given the unfairness of this, given
the obviousness of the ways in which
companies are not paying their fair
share of taxes, and, more importantly,
given all that has happened to our
country post 9/11: You are not going to
be able to do this any longer. And if
you do, you are not going to then be
able to come to the U.S. Department of
Defense and get defense contracts.

That is what this amendment says. It
is simple. It is straightforward. I am,
frankly, at a loss to understand the op-
position.

Senator INOUYE asked me an impor-
tant question. He wanted to go over
some of the countries, some of the tax-
haven countries that were listed here.
And we went through them.

But there is also additional language
that says there could be other coun-
tries that the Secretary of Treasury
determines have been used as a site of
a corporation primarily for the purpose
of avoiding U.S. taxation. So we really
write it the right way.

Then, of course, there is the waiver
where the President may waive this
with respect to any specific contract if
the President certifies to the Appro-
priations Committees of the House and
the Senate that the waiver is required
in the interest of national security.

I will tell you something: This is
very straightforward. I thank my col-
league from Hawaii for asking me these
questions. I would love to adopt this on
a 100-to-0 vote or to have a debate if
colleagues want to come out here and
speak against this amendment.

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

The PRESIDING OFFICER.
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

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

The
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Mr. REID. Mr. President, I would like
to ask some questions to my friend, the
distinguished Senator from Minnesota.

Are you aware of some of the Federal
contracts that corporate runaways now
hold? Let me give an example. Are you
aware that Foster Wheeler, who was re-
incorporated in Bermuda about a year
ago, has Federal contracts amounting
to $286,253,0007

Mr. WELLSTONE. Mr. President, I
would say to the whip that I have here
a list of corporate runaways, and I am
aware of this one of many egregious ex-
amples.

Mr. REID. To run through some of
these to kind of get a picture of the
substance of the Senator’s amendment,
is the Senator aware that Tyco Com-
pany reincorporated in Bermuda and
has Federal contracts of $224 million-
plus in Fiscal Year 2001 alone?

Mr. WELLSTONE. I am aware of
that.

Mr. REID. Is the Senator aware that
PricewaterhouseCoopers Monday, who
spun off of PricewaterhouseCoopers of
New York and incorporated in Ber-
muda a couple of months ago, has Fis-
cal Year 2001 Federal contracts of al-
most $221 million? Is the Senator aware
of that?

Mr. WELLSTONE. I say to my col-
league, unfortunately, I have the same
list with many egregious examples.

Mr. REID. I would like the Senator
to acknowledge if we have the same
list; for example, Ingersoll-Rand, which
reincorporated 6, 7 months ago in Ber-
muda, has Fiscal Year 2001 Federal
contracts of over $40 million?

Mr. WELLSTONE. I am aware of
this. Could I just add, I am aware of
this, but more importantly, the Amer-
ican citizens are aware of this, and peo-
ple don’t like it one bit. People feel as
if, first of all, it is just outrageous in
terms of tax evasion. And, second of
all, it is a loophole that should not be
about. People say, look, boy, this is the
opposite of the right and patriotic
thing to do.

Mr. REID. I will not go through the
entire list because the Senator and I
both have the same list. It was com-
piled by the Federal Procurement and
Data Center off their Web site. The
amounts are over $1 billion, just on
this short list we have, of companies
that go to Bermuda and avoid paying
taxes like other companies that are in-
corporated in the United States and
work hard and pay their fair share of
taxes. I certainly applaud the Senator’s
amendment. I hope we can dispose of
this quickly. I think the debate has
been good and directly to the point. I
would really think it would be hard to
oppose this amendment.

Mr. WELLSTONE. I say to my col-
league and whip that I appreciate his
questions. If there is going to be agree-
ment, we are going to pass this amend-
ment on the floor of the Senate. I say
great. The summary of this amend-
ment is that it is appropriate for the
Senate, Democrats and Republicans, to
say today that if a U.S. company wants
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to bid for a contract for U.S. defense
work, then it should not renounce its
U.S. citizenship for a tax break. It is
that simple. We are just putting every-
body on notice: You are no longer
going to be able to do that. You will
not be able to make a bid for a con-
tract for U.S. defense work if you are
going to go out and renounce your citi-
zenship for the purposes of getting a
tax break. It couldn’t be simpler.

I am going to stay on the floor of the
Senate or stand on the floor of the Sen-
ate and keep talking about this until
we get a vote or until we get accept-
ance of this amendment.

I ask unanimous consent to print in
the RECORD a list of corporate run-
aways and fiscal year 2001 Federal con-
tracts.

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

CORPORATE RUNAWAYS AND FY2001 FEDERAL
CONTRACTS

Foster Wheeler: Clinton, N.J. engineering,
environmental and construction company re-
incorporated in Bermuda on May 25, 2001.

Total FY2001 Federal Contracts:
$286,253,000.

Defense and Homeland Security related:
$248,835,000.

accenture: Consulting firm spun off of Ar-
thur Anderson of Chicago and incorporated
in Bermuda in July, 2001.

Total FY2001 Federal
$281,904,000.

Defense and Homeland Security related:
$144,834,000.

tyco: Exeter, N.H. electronics, security,
healthcare and engineering conglomerate re-
incorporated in Bermuda in March, 1997.

Total FY2001 Federal Contracts:
$224,171,000.

Defense and Homeland Security related:
$182,453,000.

PricewaterhouseCoopers Monday: Con-
sulting firm spun off of
PricewaterhouseCoopers of New York and in-
corporated in Bermuda on March 27, 2002.

Total FY2001 Federal Contracts:
$220,801,000.

Defense and Homeland Security related:
$129,073,000.

Ingersoll-Rand: Woodcliff Lake, N.J. indus-
trial equipment, construction and security
company reincorporated in Bermuda on De-
cember 31, 2001.

Total FY2001 Federal Contracts: $40,289,000.

Defense and Homeland Security related:
$39,328,000.

apw: Waukesha, Wisconsin electronics and
technology products reincorporated in Ber-
muda in July 2000.

Total FY2001 Federal Contracts: $7,077,000

Defense and Homeland Security related:
$4,912,000.

Cooper Industries: Houston electrical
equipment tool and hardware company re-
incorporated in Bermuda on May 21, 2002.

Total FY2001 Federal Contracts: $6,357,000.

Defense and Homeland Security related:
$5,954,000.

Stanley: New Britain, Connecticut tool
maker voted to reincorporate in Bermuda on
May 9, 2002. The vote was disputed and the
Stanley Board of Directors has authorized a
re-vote.

Total FY 2001 Federal Contracts: $5,660,000.

Defense and Homeland Security related:
$5,298,000.

Fruit of the Loom: Bowling Green, Ken-
tucky apparel company reincorporated in
Bermuda on March 4, 1999.

Contracts:
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Total FY 2001 Federal Contracts: $2,389,000.

Defense and Homeland Security related:
$2,389,000.

Weatherford: Houston drilling, oil and gas
technology and services company reincor-
porated in Bermuda on June 26, 2002.

Total FY 2001 Federal Contracts: $234,000.

Defense and Homeland Security related:
$234,000.

Noble: Sugar Land, Texas drilling con-
tractor reincorporated in the Cayman Is-
lands on May 1, 2002.

Total FY 2001 Federal Contracts: $50,000.

Defense and Homeland Security related: $0.

Total Value—known FY2001 Federal con-
tracts to corporate runaways: $1,075,185,000.

Defense and Homeland Security related:
$763,310,000.

Mr. WELLSTONE. I thank the Sen-
ator.

Mr. NICKLES. Will my colleague and
friend yield for a question?

Mr. WELLSTONE. I am pleased to.

Mr. NICKLES. Mr. President, I
haven’t seen a list. I am trying to fig-
ure out what companies would be im-
pacted by that. Do you have a copy
that maybe you might share with other
Senators?

Mr. WELLSTONE. Let me say to my
colleague that there are two parts to
this equation. The first part is the defi-
nition of ‘‘tax haven countries.” There
is Barbados, Bermuda, British Virgin
Islands, Cayman Islands, British Com-
monwealth of the Bahamas, Cyprus,
Gibraltar, and so on. Then the addi-
tional language where, because we
want to have flexibility, we also say: or
any other country that the Secretary
of Treasury—these countries listed in
the amendment—are the main tax
haven countries.

In addition, the Secretary of the
Treasury could determine that there is
another country that has been used at
the site of incorporation for the pur-
pose of avoiding U.S. taxation. That is
No. 1.

The second part of this—to give the
operational definition—is that this
would be any U.S. company that set up
this phony citizenship post—actually,
December 31.

Mr. NICKLES. If the Senator will
yield, I am asking for a list of compa-
nies—not countries—that have done
this egregious deed of reincorporating
in some other country.

Mr. WELLSTONE. I sent the list over
to you. I think you have a list that
lists some of the companies that would
be affected by this.

Mr. NICKLES. Let me get that in
question——

Mr. WELLSTONE. These are the
countries that reincorporated.

Mr. NICKLES. Accenture reincor-
porated in July of 2001. Your deadline
is January 1, so it would not apply.

Mr. WELLSTONE. It would apply to
only those companies—what I am try-
ing to do——

Mr. NICKLES. I found one.
PricewaterhouseCoopers evidently re-
incorporated in Bermuda on March 27,
2002; is that correct, according to your
sheet?

Mr. WELLSTONE. That is correct.

Mr. NICKLES. They do defense con-
tracts of $220 million and total Federal
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contracts in defense and homeland se-
curity-related, $129 million; is that cor-
rect?

Mr. WELLSTONE. I am trying to fol-
low the list and where the Senator is.

Mr. NICKLES. I got this from you.

Mr. WELLSTONE. That is right. You
mentioned it, but I have to go down
and find it in the column.

Mr. NICKLES. I am trying to figure
out who we are trying to punish here.

Mr. WELLSTONE. I say to my col-
league, if I could, since he asked the
question—let me say this and be real
clear about it. I wrote probably the
first legislation here eliminating this
action and that is moving through the
Finance Committee and it will come to
the floor. I hope in the future all these
companies will be covered, period.

Second, if you want to reach back,
you can do so and that would be just
fine with me. My thinking is that I
took a look at—I am thinking of two
issues. No. 1, just sort of this loophole
and, No. 2, I think of 9/11 and I say,
look, given 9/11, you can give compa-
nies some flexibility to understand
that it doesn’t seem very patriotic to
continue to do this.

For God’s sake, from the beginning of
this year on, all companies—anybody
that does this in the future is in trou-
ble.

Mr. NICKLES. If the Senator will
yield further, I found a guilty party—
PricewaterhouseCoopers. I will say I
had no idea—I have read in the paper,
and I heard about Stanley and Inger-
soll-Rand. I didn’t find somebody—

Mr. WELLSTONE. You will find a
number of them.

Mr. NICKLES.—guilty as under your
provision. PricewaterhouseCoopers is a
$220 million contractor. That is pretty
significant.

Let me ask you a question.
PricewaterhouseCoopers does a lot of
business, evidently, with the Depart-
ment of Defense, homeland security,
and other Federal contractors. They
would be banned from all Federal con-
tracts—or only Federal contracts deal-
ing with Department of Defense?

Mr. WELLSTONE. Department of De-
fense.

Mr. NICKLES. So now we are down to
$129 million worth of contracts. If they
do those contracts with U.S. employ-
ees, do they pay taxes on their U.S.
contracts if they make income—I
mean, if they make income, don’t they
pay corporate income tax on the con-
tracts they have in the United States?

Mr. WELLSTONE. That is correct.

Mr. NICKLES. So they do pay income
tax?

Mr. WELLSTONE. That is right. But
there is a portion of the tax that they
should be paying that they are delib-
erately evading. That is unacceptable.
If that is their practice—and that is
what this amendment does—don’t ex-
pect to be getting these contracts any
longer.

Mr. NICKLES. Let me make sure 1
understand. So this company, which
does a lot of work—they do software,
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management, and a lot of different
things—is doing $129 million worth of
defense-related contracts, they would
be banned from any of those contracts;
is that correct?

Mr. WELLSTONE. That is correct.

Mr. NICKLES. Under the Senator’s
amendment.

Mr. WELLSTONE. That is correct if,
but only if, after all we have been
through as a country, they basically
renounce their citizenship and set up
some sham/dummy corporation in Ber-
muda to avoid taxes—only if they do
that.

Mr. NICKLES. Whoa, whoa.

Mr. WELLSTONE. They are welcome
to come back home, in which case they
are eligible for all of this.

Mr. NICKLES. Correct me if I am
wrong, but don’t they pay U.S. income
taxes on every penny of the contract
they have with the Department of De-
fense?

Mr. WELLSTONE. That is correct.

Mr. NICKLES. They do. So if they in-
corporate in Bermuda, or Barbados, or
someplace else, they might try to not
pay U.S. taxes on foreign income, but
they are already required, under
present law, to pay U.S. taxes on U.S.
income; isn’t that correct?

Mr. WELLSTONE. I am told—I say to
my colleague, I am not a tax expert—
they may not actually pay all their
taxes on U.S. contracts. But, in addi-
tion, what is egregious about this—and
I say to my colleague from Oklahoma,
if he wants to vote no, he can vote no.
This is a pretty simple proposition,
which is, if you are going to renounce
your U.S. citizenship so you can locate
in some other country where you don’t
do business so you can avoid paying
part of the taxes you should be paying
so that other businesses and other
companies and other Americans have
to pay those taxes, you renounce your
citizenship and you will not be eligible
for these defense contracts. It is that
simple.

Mr. NICKLES. There are 200-some-
odd-million-dollars’ worth of contracts.
There is no prohibition right now that
I know of that would keep a foreign
company from doing the same work
that PricewaterhouseCoopers is doing,
or some other company, so a French
company or a German company could
pick up this contract that we are going
to foreclose from
PricewaterhouseCoopers, or somebody
else and, correct me if I am wrong,
under the Senator’s amendment a Ger-
man company could do it, and 100 per-
cent of those employees could be in
Germany and do 100 percent of this
work and there would be no U.S. in-
come tax—I take that back. I will re-
phrase this. This is a $129 million
PricewaterhouseCoopers contract and
they would be barred, so now those
contracts would be open. There is noth-
ing to prohibit a Swiss company, a Ger-
man company, a French company,
Israeli company, or any other company
worldwide from doing that work, and
those jobs might be domiciled some-

CONGRESSIONAL RECORD — SENATE

place else in the U.S.; isn’t that cor-
rect?

Mr. WELLSTONE. That is correct.

But I say to my colleague, this is
about American companies. I am going
to be clear about that. This is about an
egregious practice. This is about good
corporate citizenship. This is about
being patriotic and about saying to
these companies, in all due respect,
you can come back home. You don’t
need to renounce your citizenship, in
which case you are eligible. But if you
continue to exploit this egregious tax
loophole, then you are not going to be
eligible. It is that simple.

Mr. NICKLES. Mr. President, I want
to make a couple of comments on the
legislation. My colleague mentioned
that he is not on the Finance Com-
mittee. This is an item that has juris-
diction in the Finance Committee. Of
late, I think maybe we don’t use the
committees anymore. I am kind of
shocked that the chairman and rank-
ing member of the Finance Committee
are not here saying, wait a minute, we
are dealing with this issue. Actually, I
believe an amendment has been re-
ported out on this issue, but it is a dif-
ferent amendment.

We are dealing with taxation issues.
My colleague from Minnesota already
admitted—and it happens to be fac-
tual—if you do business in the United
States and you are a U.S. company, at
100 percent you pay taxes on that con-
tract, period. And if you are domiciled
in Bermuda and you do a U.S. contract,
you pay 100-percent corporate taxes.
What we are talking about is a dif-
ferential of taxes of international tax-
ation of foreign source income, not
U.S. contracts.

We are using U.S. contracts and
threatening thousands of U.S. jobs
that, if this amendment is adopted—
and I hope it is not—these jobs may be
done elsewhere because there is noth-
ing in this amendment that says other
companies in other countries need not
apply. They are not going to be prohib-
ited.

We may well have a situation, as ab-
surd as it sounds, of: Oh, we are sorry,
you do not pay enough in foreign taxes
on foreign source income; therefore, we
are going to deny you U.S. contracts.
And now we are going to export U.S.
jobs.

I am not sure that makes sense. Let
me be very clear. My colleague from
Minnesota agreed with me, U.S. compa-
nies, whether domiciled in Bermuda or
not, if they do U.S. contracts with the
Department of Defense or any U.S. con-
tracts, they pay U.S. corporate income
taxes, period. They pay U.S. taxes, pe-
riod. There would be U.S. taxes paid on
every dime of this contract.

We are really dealing with foreign
international taxes, a very complicated
issue, one that should be dealt with ap-
propriately in the taxation committee,
not on the Department of Defense ap-
propriations bill, not where people do
not know what we are talking about
when we talk about foreign source in-
come.
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On occasion, this Senate should rise
and say this is not the way to legislate.
I understand the beautiful dema-
goguery that somebody is able to say—
and I have read in the papers—look at
those companies, they are leaving the
country, turning their backs. I do not
know I agree with that statement.

I will give an example. I do not know
that much about Stanley. It is a Con-
necticut-based toolmaker. They took a
lot of flack. Stanley decided they got
enough pressure, and they rescinded
their corporate move, or they were
contemplating going to Bermuda, and
they rescinded it. PR-wise, this is bad
news if a company tries to reincor-
porate in Bermuda or anyplace else—I
do not know why my colleague in-
cluded Cyprus. I never considered Cy-
prus a tax haven.

Stanley decided not to reincorporate
in Bermuda. I do know that if they did
incorporate in Bermuda, for every con-
tract they had with the Department of
Defense, they would pay 100 percent
U.S. corporate income taxes—100 per-
cent. They would pay as much as Nick-
les Machine Corporation would.

This is an easy issue to demagog, but
it is a complicated issue in tax policy.
The Finance Committee, of which I
happen to be a member, and Senator
GRASSLEY and Senator BAUCUS have
worked on a bill. It is not perfect, but
it is a much better approach than what
we have before the Senate today.

To say you cannot get the jobs—I do
not know, I am sure
PricewaterhouseCoopers has thousands
of employees. I am sure they have some
employees my State. I am not sure
they have employees in every State,
but they have a lot of employees, and
those are employees in the United
States. They pay U.S. taxes.

Should we say they should be denied
any Federal contract or any Depart-
ment of Defense contract? I am not
ready to say that. They may well be
providing goods and services—$129 mil-
lion to DOD or $220 million—that are
very much needed. As a matter of fact,
they are probably doing jobs that Ar-
thur Andersen used to do. So we need
more accounting consulting compa-
nies.

Should they be totally debarred?
That is a pretty serious penalty. De-
barment is usually a penalty for pretty
egregious conduct such as fraud or
criminal liability, not necessarily mov-
ing a headquarters.

I know a lot of companies incor-
porate in the State of Delaware. All
across the country companies incor-
porate in the State of Delaware. There
must be some advantage in incor-
porating in the State of Delaware. I am
amazed at the number of corporate
headquarters in Delaware. Is that for
income tax evasion? I do not know. I do
not think so. But should we deny them
contracts? I am not sure. I darn sure
question the wisdom of saying all Gov-
ernment contracts will be banned.

Maybe there should be a penalty if
people reincorporate in Bermuda to
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avoid foreign taxes. Should that pen-
alty be taxation? Right now this pen-
alty is total debarment from Federal
contracts. I question that penalty. I
am not sure that is the right penalty.
Maybe there should be a better way.
Maybe we should reconsider foreign
taxation and make sure we are com-
petitive.

I know in some countries they are
growing, and growing dramatically be-
cause their international taxation pic-
ture is much better than ours. Take,
for example, Ireland. They have re-
duced their international taxation, and
they happen to be growing. There are
other countries that have done quite
well because they have a low tax struc-
ture. God bless them. I am proud of
them.

Should we say that anybody who hap-
pens to have a headquarters in those
facilities, but also has a branch in the
United States, should be denied any
business in the United States and auto-
matically export those jobs to other
countries? I do not think so. I just
question the wisdom of the amend-
ment.

I know the amendment is well in-
tended. I know it is populist. I know it
is very comfortable to beat these com-
panies up, and maybe some rightfully
so. But I am not sure that total debar-
ment from any Federal contract of
those employees who work for those
companies and are going to find them-
selves unemployed because we just said
they cannot do Government work,
when they pay taxes on that Govern-
ment work, I am not so sure that is the
right penalty.

I have serious reservations about my
colleague’s amendment. I am not so
sure that we should adopt it. I am sure
it does not belong on this bill. If we are
going to deal with taxation issues, I
think it should come out of the Fi-
nance Committee and be dealt with on
a tax bill, not on a Federal procure-
ment bill.

The amendment reaches pretty far. I
hope people will start taking a look at
it. I am trying to see who is covered by
this. Let me find another company. I
do not want to mention just one com-
pany.

Ingersoll-Rand, I noticed, incor-
porated in Bermuda on December 31.
That happens to fall on the Senator’s
date. I read his language.

Mr. WELLSTONE. I say to my col-
league, maybe they should be, but they
are not. It is after December 31.

Mr. NICKLES. They made it by 1
day.

Mr. WELLSTONE. If the Senator
wants to make it tougher, we will
make it tougher.

Mr. NICKLES. I am trying to figure
out what we are doing. Let’s take In-
gersoll-Rand. Ingersoll-Rand will not
be covered. They would not be
debarred. This is very interesting. In-
gersoll-Rand makes heavy industrial
equipment. I know that because I used
to be in the heavy industrial equip-
ment business. Actually, I was a com-

CONGRESSIONAL RECORD — SENATE

petitor with Ingersoll-Rand at one
time.

Ingersoll-Rand does about $40 million
worth of contracts. They have a lot of
employees in the United States. They
have employees in my State of OKkla-
homa. Ingersoll-Rand has a plant in
Tulsa, OK. They would be debarred
from doing any work with the Federal
Government. No, they would not be-
cause they incorporated on December
31. Cooper Industries competes with In-
gersoll-Rand. They reincorporated in
Bermuda on May 21. They probably did
it because Ingersoll-Rand did it. They
compete. They are competitors. So one
company got in and will not be affected
by debarment; they would not lose $40
million worth of contracts.

Cooper Industries, on the other hand,
is doing about $6 million worth of con-
tracts. They would be debarred because
they reincorporated on May 21. So here
we have two competing industries, one
of which made it in under the wire, and
so they are not denied $40 million
worth of contracts, but their compet-
itor—I believe their principal compet-
itor—would be debarred for $6 million.

That is a little troublesome. Both
have a lot of employees in the United
States. I notice Cooper Industries—I
know my colleague from Texas is
here—is headquartered in Texas. 1
know they have thousands of employ-
ees in the United States. I know they
pay Federal income taxes on every sin-
gle dime of these contracts.

I guess that is what bothers me. I be-
lieve there is a misunderstanding that
if somebody reincorporates in Bermuda
they will not pay U.S. taxes on U.S.
contracts, and that is false. They will
pay U.S. taxes on U.S. contracts. To
have a penalty that says if they re-
incorporate in Bermuda because they
want to avoid taxation on foreign
source income and we are going to
debar them from U.S. contracts and
maybe cost thousands of jobs domesti-
cally, that is very shortsighted and
probably not the right solution.

Maybe the right solution would be we
would work through the appropriate
committees and try to discourage peo-
ple from relocating in Bermuda. Maybe
we can make our tax structure more
competitive internationally.

I have been on the Finance Com-
mittee for a long time. Those of us who
have looked at it for years have said we
need to relook at international tax-
ation.

We are not competitive internation-
ally. We encourage jobs to go overseas
because of our international posture. If
we do not fix it, we are going to con-
tinue encouraging people to relocate.
The amendment of my colleague from
Minnesota is going to exacerbate that
problem. He will, in effect, be denying
contracts to a lot of U.S. firms that
have jobs in the United States that pay
taxes on these contracts.

I am afraid the net result is competi-
tors from other countries, with em-
ployees in other countries, are going to
be competitive and win these con-
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tracts, and the net loss is we are not
only not going to get U.S. taxes on
these contracts, we are going to have
employees g0 overseas.

The amendment may be very well in-
tended politically, and my com-
pliments to my colleague from Min-
nesota. It is a very popular amend-
ment. It looks good, it is populist, but
I think it is bad tax policy. I think tax
policy should be done in the Finance
Committee, not on the floor of the Sen-
ate on a Department of Defense bill.

I urge my colleagues to oppose this
amendment.

The PRESIDING OFFICER. The dep-
uty majority leader.

Mr. REID. Mr. President, I say to the
Senator from Minnesota that this
amendment is a good amendment. U.S.
corporations have to pay corporate
taxes on what they earn here in the
United States and on what they earn in
other countries. But foreign corpora-
tions only have to pay taxes on what
they earn in the U.S. So a lot of U.S.
companies figured out that if they
move their corporate papers overseas
but leave their operations and employ-
ees and everything else here in the
United States, they can get off the
hook for most of their taxes.

Tyco did that. It incorporated in Ber-
muda in 1997 and saved $400 million a
year in taxes. Just by going across the
water to file reincorporation papers.
Stanley Works did the same thing and
saved $30 million annually; Cooper In-
dustries, $5656 million, Ingersoll Rand,
$440 million annually.

These companies get all the benefits
of being U.S. corporations, and their
stocks are mostly traded on the New
York Stock Exchange, but they are es-
caping U.S. taxes. That means that you
and I have to make up the difference. I
think the Senator from Minnesota is
on the right track.

To show this is not some bizarre, ri-
diculous amendment, look at what the
State of California did. The State of
California is usually on the cutting
edge of what is going on in this coun-
try because they are almost a country
unto themselves. Thirty-five million
people live in California. The State of
California announced last week that
corporate expatriates are no longer eli-
gible to hold State government con-
tracts. That is California, where over
10 percent of the people in this country
live. It is one State, and that State rec-
ognizes what is being done is wrong.

Also, in the House of Representa-
tives, which is evenly divided basically
between the Republicans and Demo-
crats, 318 Members voted for an amend-
ment that is substantially similar to
Senator WELLSTONE’s amendment.

Another thing. This amendment does
not absolutely bar these companies
from holding government contracts, as
my very good friend from Oklahoma
said. These companies can change this
in a matter of a couple of hours. All
they have to do is come back to the
U.S., where they came from, and re-
incorporate again in America. That is
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the patriotic thing to do. That is the
right thing to do. They cannot have it
both ways.

Why do they do this?

Mr. NICKLES. Will
yield?

Mr. REID. I will yield in a little bit.

They do it because turning their
back on their country in their coun-
try’s hour of need makes their profit
margins look better. The process they
use is complicated. As I said before, the
foreign corporations, the expatriates,
only owe taxes on their U.S. income.
But companies that never left the U.S.
owe taxes on both their U.S. income
and their foreign income. Although the
U.S. government does give them a tax
credit in the amount of any foreign tax
on the profits, which prevents double
taxation. So incorporating outside the
United States eases—and I have gone
through the list of how it eases—a cor-
poration’s tax liability.

Expatriates also often engage in
earnings stripping, it is called. Earn-
ings stripping occurs when a foreign
corporation legally funnels its U.S.
earnings outside the United States
without paying taxes in the United
States. The two main avenues they do
this with are: First, a U.S. subsidiary
can borrow a substantial amount of
money from the foreign parent cor-
poration and make large interest pay-
ments to the foreign parent. The inter-
est is considered a business expense
and is then not taxable under the
United States Code.

What else can they do? The U.S. sub-
sidiary may make other payments to
the foreign corporation for royalties or
intellectual property payments or for
other purposes. These payments many
times seem grossly out of proportion to
the service that foreign corporation ac-
tually renders.

For instance, the U.S. branch of one
expatriate company paid its parent
company royalties in an amount of
about 4 percent of its total revenue
just for the right to use the company’s
name. That is a little out of line, I
would think. The payment got routed
through the Swiss branch of the com-
pany’s Luxembourg holding corpora-
tion, which is a wholly-owned sub-
sidiary of the Bermuda parent com-
pany. All to ensure that the company
takes advantage of every conceivable
tax break possible. Under the current
Tax Code, that is a business expense
and is nontaxable under the United
States Code. And because of an existing
tax treaty between the United States
and Switzerland, the payments are not
subject to Swiss taxes either. So they
got to move that 4 percent of their
total revenues out of the U.S. without
incurring any U.S. corporate taxes on
it. That’s a relatively tame example of
how earnings stripping works.

So I say to my friend from Min-
nesota, these companies that run off-
shore to tax havens get all the benefits
of doing business in the United States,
and they do not have to pay like other
corporations.

the Senator
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I also say that every time a bill
comes up, they say it should be under
the jurisdiction of the Finance Com-
mittee. We should have a committee of
the whole, and we should all become
members of the Finance Committee. It
seems, they say, everything should be
taken through that.

I do not believe that is proper. The
jurisdiction of the Finance Committee
is fairly well restricted. I say to any-
one within the sound of my voice, we
have a committee system and we do
our very best to follow it, but there are
certain things that come up as we do
legislation that demand not a lot of
committee hearings. This is one of
those instances.

The Senator from Minnesota is on
the cutting edge of what we should be
doing legislatively. It is important we
are doing this. And the talk about how
it’s too bad that we’re barring this poor
company from holding government
contracts. If it is so bad for them, let
them come back to the United States
and reincorporate, and they will have
all the benefits they did before. But
they cannot have it both ways. They
cannot have all of these—I refer to
them as shady deals. I have gone over
a couple that I pinpointed, and I think
they are significant.

I also say to those who were listening
to the prior debate, they are really
feeling bad about the consulting
branch of PricewaterhouseCoopers.
They shouldn’t worry. PwC announced
today that it was being sold to IBM,
which is a U.S. corporation. IBM, the
new parent company, is a U.S. corpora-
tion. That takes care of the problem,
as far as I understand it. I think that
solves the big problem there.

So we have, as far as I am concerned,
a very valid amendment. I understand
my friend from Oklahoma. He is some-
one for whom I have the deepest re-
spect, and he is always in tune with the
business community’s needs and wants.
And I do not say that in any negative
way. He was a businessman before he
came to the Senate, and he has not lost
that. I understand how he believes they
should always be given a fair shot, and
I believe they are in this instance. The
business community is being given a
fair shot. In fact, I think this is a gun-
shot across their bow that they should
come back to this country again. This
is what they should do, and I think
they should plug these tax loopholes
and end these tax havens. If the Fi-
nance Committee wants to do more, let
them do more.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. Mr. President, I
will take 10 seconds because I know the
Senator from Texas wants to speak,
and then I will respond later before the
vote. I first want to thank the whip
and make a technical point.

Actually, contracts are not——

Mr. REID. Will the Senator yield for
a brief question without his losing the
floor?

Mr. WELLSTONE. I would be pleased
to.
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Mr. REID. Would the Senator agree
that these monies that they are not
paying, avoiding taxes in this country,
are going in many instances to line the
pockets of its fat cat corporate execu-
tives?

Mr. WELLSTONE. I would say to the
whip, I am trying to be a moderate
today. I do not know whether I want to
respond to that question, but it sounds
to me as if the question is going in the
right direction.

I point out that I do not really think
this is a big issue, but technically—I
have already thanked about four or
five times both Senator BAUCUS and
Senator GRASSLEY for moving this bill.
I introduced the bill that says we
ought to eliminate this egregious tax
loophole. Technically, the Finance
Committee does not have jurisdiction
over contracts. Let me make that
clear.

Second, let me also make one other
thing clear: That to the people in the
coffee shops in Minnesota and the cof-
fee shops in all of our States, American
citizens, this whole jurisdictional bat-
tle is not really all that important to
them. They believe if these companies
are going to renounce their citizenship,
go abroad, set up these dummy cor-
porations—and by the way, quite often
they use those new structures to shift
earnings from the U.S. branch to the
foreign branch so they do not have to
pay their fair share of taxes—and that
could include earnings from Govern-
ment contracts—that they do not pay
their fair share of taxes. Frankly, most
people in the country say: Come home,
declare your American citizenship,
then you are eligible. If not, you are
not. It is that simple.

I hope this amendment will have a
strong vote. I can talk a lot more
about it, but I know my colleague from
Texas is in the Chamber, and I always
look forward to what he has to say.

The PRESIDING OFFICER (Mr. MIL-
LER). The Senator from Texas.

Mr. GRAMM. Mr. President, if you
are trying to get cheers in coffee shops,
this is an excellent amendment. If you
are trying to make law in the greatest
capitalistic country in the history of
the world, a country that more than
any other country on Earth has had
companies operating in other coun-
tries, come to America and gradually
move the bulk of their business to our
country over the years in order to ben-
efit from the fact we have better laws
and lower tax rates, then this is a very
bad amendment.

Let me make it clear. I don’t have
any sympathy for people who are
transferring where their company is
domiciled to try to get a tax advan-
tage. But I would make the following
points. Whether a company is domi-
ciled in Barbados, Germany, Ireland, or
Saudi Arabia, the IRS Code is very
clear on one thing. Section 881 of the
IRS Code says any income effectively
connected with the United States is
taxed in the United States of America.

When companies are relocating—and
I noticed Ireland is not listed here even
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though Ireland is a major relocation
center for companies all over America
because they have very low tax rates
on business, and I congratulate them
for being smart enough to do that—we
double tax dividend income, we double
tax the income on corporate America.
It is not an enlightened policy, and in
my opinion, we should not do it.

This is the point. Under section 881 of
the IRS Code, if you earn income in
America, you are taxed here. Compa-
nies are seeking jurisdictions where
they get more favorable overall tax
treatment, including tax treatment on
their foreign earnings. I don’t have
sympathy for companies that do this,
but the plain truth is they are doing it.
The plain truth is by affecting Govern-
ment procurement, this amendment is
GATT illegal and violates GATT.

Also, it is astounding to me that we
would want to give one individual, the
Secretary of the Treasury, the power
to unilaterally disbar any company
that is domiciled in a foreign country.
Under this amendment, we outline all
these countries that we are saying are
tax havens, and then we add any other
country that the Secretary of the
Treasury determines is used as a site of
a corporation primarily for the purpose
of avoiding U.S. taxation.

As I pointed out, you do not avoid
U.S. tax by changing where your com-
pany is domiciled because the IRS Code
requires income earned in the United
States is taxed here.

What companies do, however, is they
get a more favorable environment.
What we should be doing is looking at
our corporate tax structure and trying
to become more competitive.

The amendment gives the Secretary
of the Treasury unilateral power to dis-
bar any company that is domiciled in a
foreign country from selling goods to
the Defense Department.

I understand politics. I once was en-
gaged in it. I have now given it up. But
I understand it is very good politics to
basically attack people who are oper-
ating in foreign countries that have
low tax rates, that we choose to call
tax havens. I long for America to be a
tax haven. I long for us to get back to
the situation we once had where com-
panies were moving out of Germany,
Italy, and Britain to domicile in the
United States of America because we
had favorable tax treatment. I don’t re-
member us thinking it was a bad deal
then. We thought it was a good deal.

I had not heard the business about
giving up your citizenship. This thing
has nothing to do with citizenship. If
Stanley Works changes their domicile,
the people who own Stanley Works do
not change their citizenship. The peo-
ple that run Stanley Works do not
change their citizenship. I don’t know
from where that comes from. That has
nothing to do with this debate.

Now, we had a debate once where
people were giving up their American
citizenship to avoid death taxes. Fortu-
nately, we have passed a tax cut that
eliminates death taxes and some of us
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want to make that elimination perma-
nent. You can be guaranteed that will
never happen again if our elimination
of the death tax becomes permanent.

Now, I conclude by saying I don’t
have any doubt about the fact that if
this is brought to a vote it will pass.
We are in an environment where slap-
ping businesses around is good politics.
Talking about denying procurement
opportunities to companies domiciled
in other countries is always popular
until you remember that we sell more
military equipment to foreign coun-
tries than any other country in the
world—and more than every other
country in the world combined.

Under the IRS Code, you have to pay
American income taxes on income
earned in America. If you are domi-
ciled somewhere else, you do not have
to pay American taxes on income
earned in another country.

This amendment is not good public
policy. I hope we can find a way of
dealing with this. I am very reluctant
to see this amendment pass. On the
other hand, if this amendment had to
be clotured, we would be talking about
2 days before we would have an oppor-
tunity to do it. I hope people who are
managing the bill can find some way
out of this. I don’t think anyone really
believes this issue belongs on this De-
fense bill. I think this is something we
ought to be discussing at the author-
ization level. This is an appropriations
bill.

Our goal as taxpayers is to procure
the best stuff we can for military use
at the lowest possible price. I know
that is not a popular view, but it is a
rational view, whether it is popular or
not.

This amendment is GATT illegal. It
will be subject to retaliation if it actu-
ally becomes law. I don’t know that
anyone here is serious about it becom-
ing law.

In any case, if you want to pick a de-
bating point for the local high school
and you get to pick which side you will
be on, you want to pick this topic, and
you want to pick Senator WELLSTONE’S
side.

But in terms of public policy, this is
an amendment that is bad public pol-
icy. While it is easy to attack compa-
nies that are domiciled in other coun-
tries, especially countries with low tax
rates, the bottom line is, for most of
the 220-odd-year history of America, we
have been the tax haven. We have had
companies move from other countries
to America seeking lower taxes and
better opportunity.

How much better our time would be
spent if we were debating ways to
make America more competitive rath-
er than trying to build walls around
our country to try to keep capital in.
What a far cry this is from the basic
American approach, which has been to
have an environment that is so favor-
able to investment and capital creation
and wealth that other countries have
to try to build walls around themselves
to keep their capital in. Now we are
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talking about building walls around
America to keep people from taking
capital out.

I understand it is easy for us to say:
Look, we think you should not use
your money in a way that you view as
most efficient. We know more about
your money than you do. We did not in-
vest it, we did not save it, we did not
risk it, but we are perfectly capable of
telling you how to do it.

I think, again, if we are debating this
in terms of popular hoorah, we are ba-
sically saying that in a free country
someone who owns wealth cannot take
that wealth out of the country and in-
vest it and still have the right to en-
gage in commerce—which we grant to
companies in Germany and Ireland and
Czechoslovakia. We are going to take
that position because right now slap-
ping around people who are trying to
engage in business is popular. It may
be popular, but I do not think it is good
public policy. We should be debating
how we can change our laws so that no
company would ever want to move out
of the United States. But if they want
to move out of the United States, you
either believe in freedom or you do
not—and I do.

So I wish they did not find it desir-
able to do it. I wish Stanley Works
would keep their headquarters in
America. But I have to say I am not an
investor in Stanley Works. Now TIAA-
CREF, my teacher retirement, may in-
vest in Stanley Works. But so far as I
know, I do not own any Stanley Works
stock. So who am I to be trying to tell
them where they put their money? I
may not like how they do it, just like
I do not like it when people waste their
money. I have never understood why
people buy lottery tickets. But I know
it sends some people to college and it is
a free country. If they want to do it, let
them do it.

I never understood why people go out
and spend their money buying a lot of
different things that I do not value.
People might not understand why I
want to own a whole bunch of shot-
guns, more than I will ever pull the
trigger on, but it is a free country and
you either believe in freedom or you do
not.

Now, some freedom is not popular.
Here today on the floor of the Senate,
the freedom to take your wealth that
you created and put at risk and invest
it in any one of the following coun-
tries—Gibralter, Cyprus, and others. I
don’t know why we are picking on Cy-
prus. I thought we were trying to make
peace there. I thought we were trying
to create jobs for both the Greeks and
the Turks. But it is popular to say,
today: It is your money, you earned it,
you put it at risk, but you can’t invest
it in Cyprus and have the freedom to
engage in international commerce and
sell to the U.S. Government.

I know that is popular today, but the
question is, Is it right? What if it were
our money, if we owned these compa-
nies as public companies, and if this
were really a socialistic country? I
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know some dream of it being that, but
it is not. Thank God. Thank you, sweet
Jesus, it is not. The commanding
heights of the world are dominated by
capitalism. The Berlin Wall has col-
lapsed. Tears are still shed about it,
not just in East Germany, either.

But freedom is tested when it is un-
popular, not when it is popular. Stand-
ing up and cheering for the team that
wins the Super Bowl is an exercise in
freedom of speech, but that is not
where you measure freedom of speech.
You measure it when somebody is say-
ing something you do not agree with,
something that is not popular. I would
say that I do not own any Stanley
Works stock. I did not invest in Stan-
ley Works. Who am I to be telling them
they can’t have the rights that we give
to every other company in the world
that is domiciled in Germany or in Tai-
wan or Korea or the Philippines or Mo-
rocco or wherever? They can produce
things and sell to the Defense Depart-
ment, but Stanley Works, domiciled in
Cyprus or elsewhere, they are not
going to sell to the United States.

Mr. GREGG. Will the Senator yield
for a question?

Mr. GRAMM. I am happy to yield.

Mr. GREGG. You made some excel-
lent points. The point that the com-
pany that invests overseas, if it is a
foreign company, it has the right to do
that, but under this rule, if it is an
American company, it would not have
that right if it were domiciled outside
the United States—

Mr. GRAMM. That is exactly right.
Had they invested their money in a
company domiciled in Germany, which
competes with Stanley Works, they
could have sold products to the Defense
Department. But under this amend-
ment, a company operating in Ger-
many, making drills that might be
bought by the Defense Department,
having not one American employee,
can sell to the Defense Department.
Under this amendment, Stanley Works,
which may have 40 percent of its em-
ployees in this country, many of them
in the Northeast, as the Senator is
aware, is not allowed to sell in this
country if they choose to domicile in
Cyprus or Gibraltar.

Mr. GREGG. Will the Senator yield
for another question on that point.
Aren’t we talking about aftertax dol-
lars? I mean basically what we are say-
ing is if an American company gen-
erates American revenues, it has to
pay taxes on those American revenues.
When an international company gen-
erates American revenues, it has to
pay taxes on those revenues. The
United States Treasury has taken in
dollars from American-generated in-
come from an American or inter-
national company.

Mr. GRAMM. As I said earlier, every
penny of American income is taxed
under IRS code 881. But the point you
are making is, the money they are in-
vesting abroad is after tax money,
which belongs to them.

Mr. GREGG. Right.
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Mr. GRAMM. Which gets back to my
point: You either believe in freedom or
you do not. If you believe in freedom,
you have to believe if it is somebody’s
money—they have earned it, they pay
taxes on it—and if they want to invest
it in Cyprus. You may not like it, and
you might get big cheers at the local
coffee bar by saying we are not going
to let people invest in Cyprus and sell
to the United States. That is just wild-
ly popular, but the point is it violates
our basic precept of the right of people
to use their own money for their own
purposes, to promote their own goals.

Mr. GREGG. After they pay taxes on
them.

Mr. GRAMM. And they pay taxes on
that money. And it may not be the
goal of the Members of the United
States Senate, but the point is this: In
a very real sense, when you cut
through all the ability to make this a
popular issue—when you cut through
to the bottom line, it is about freedom;
freedom to do something that is very
unpopular. It is very unpopular. We all
hate it. When there is a company oper-
ating in our State and they decide it is
to their advantage to move their cor-
porate headquarters to Ireland, we de-
cide we do not want them to do it. We
hate them doing it. They do it, not be-
cause it changes their taxes on their
American-earned income but because it
changes their taxes on money they
make in Europe and Asia and because
they can have a better business cli-
mate. We hate that they do it, but it is
their money and they have a right to
do it. They have a right to do what we
think is wrong.

Now to come in through the back
door and try to limit their right be-
cause they are doing something we do
not like, we are saying: You can’t do
the same thing that a German com-
pany that never invested in America
and that has no employees in America
can do. So it is popular, it gets you ap-
plause, but it is fundamentally wrong.

I yield to the Senator.

Mr. NICKLES. Mr. President, I tell
my friend and colleague that one Okla-
homa-headquartered company relo-
cated in Texas called Phillips Petro-
leum. I wasn’t very happy about that,
but they had the right to do that.

Let me make it clear. My friend and
colleague from Texas read the statute
that says you pay taxes on all Amer-
ican-source income. Isn’t that correct?

Mr. GRAMM. That is correct.

Mr. NICKLES. Corporate
tax—not just payroll tax.

Mr. GRAMM. Section 881 of the IRS
Code.

Mr. NICKLES. Really, the difference
we are talking about is income gen-
erated in other countries.

Mr. GRAMM. And the greater flexi-
bility they have in their tax treatment
in those countries. But they still have
to pay American taxes on American in-
come. In fact, the language of art is
“any income effectively connected
with the United States.”

Mr. NICKLES. Any contract with the
Department of Defense—and any com-

income
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pany doing that has to pay U.S. cor-
porate income taxes if they generate
income off those contracts.

Mr. GRAMM. That is right.

Mr. NICKLES. I appreciate the clari-
fication.

Mr. GRAMM. I conclude by noting
that with the adoption of this amend-
ment, it will say to companies that pay
half of their employees in America that
we are not going to let you sell to the
American Government, but to foreign
companies that have no employees in
America and have never invested a
penny in America, we are going to let
you sell to the U.S. Government.

Again, it is popular. It will get you a
big hurrah anywhere in the country,
but it is not good public policy.

Mr. NICKLES. Will the Senator yield
for an additional question?

Mr. GRAMM. Yes.

Mr. NICKLES. There is a major auto-
motive company called Chrysler that
recently merged—or you could say was
acquired by Daimler, a German com-
pany. They are headquartered now in
Germany and domiciled in Bermuda. I
am guessing; I don’t know. If my mem-
ory serves me correctly, Chrysler used
to make tanks, or used to make mili-
tary equipment. They wouldn’t be cov-
ered by this because the effective date
is beginning January 1. But the theory
is, if the effective date was earlier,
they would be prohibited from making
tanks or providing goods and services
that maybe they provided for a long
time. In other words, they might be
providing an essential component to
our national defense, and those thou-
sands of employees who might be em-
ployed making products for national
defense would find themselves unem-
ployed.

Mr. GRAMM. They would be in De-
troit, MI. That is the point.

We basically come down to the ques-
tion as to whether or not this is good
public policy. It is popular policy. It
will always get applause. But the ques-
tion is, Is it good public policy? I would
answer no.

Should we be building walls around
America? Can you imagine the United
States of America trying to penalize
people who want to transfer their
wealth somewhere else? We are the
country where people from all over the
world send wealth here. This is a role
reversal, if I have ever seen it. These
are games that other countries play.

This is GATT-illegal. This has no re-
deeming virtue, other than it is mo-
mentarily popular and it will get you a
rousing applause.

I yield the floor.

Mr. GRASSLEY. Mr. President, I
want to make a few comments about
Senator WELLSTONE’s amendment.

Ironically, I agree with Senator
WELLSTONE’s amendment, but also
agree with some of the points made by
my distinguished friends from OkKkla-
homa and Texas.

First of all, I want to be clear that I
agree with Senator WELLSTONE’s pur-
pose. As I have said repeatedly in pub-
lic, companies should have their hearts
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in America. If they don’t have their
hearts in America, they ought to get
their rear ends out of America. In my
mind, this notion applies especially to
Government contracts.

Mr. President, when the Finance
Committee marked up legislation to
shutdown corporate expatriation, I
considered adding this Government
contracting ban to the tax legislation.
However, out of deference to the Gov-
ernmental Affairs Committee, the com-
mittee with jurisdiction over Govern-
ment contracts, I withheld. So, let’s be
clear that this matter is not a Finance
Committee matter. Chairman BAUCUS
and I moved legislation on this matter
out of committee. If Government con-
tracting were within Finance Com-
mittee jurisdiction, we would’ve ad-
dressed it.

Now, let me say that my friends from
Oklahoma and Texas are correct in one
respect. That is, the problem of cor-
porate expatriation springs from our
flawed international tax code. It needs
to be reformed. I am committed to re-
form. In the meantime, we need to stop
the bleeding of the U.S. tax base and
not reward expatriate companies with
Government contracts.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

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

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

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

Mr. REID. Mr. President, I ask unan-
imous consent that the Senator from
Illinois, Mr. DURBIN, be recognized for
up to 15 minutes; following that, Sen-
ator WELLSTONE be recognized for up to
4 minutes, and, following that, this
matter be voted on. And we will do
that by voice. We will announce that to
the Members.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. DURBIN. Mr. President, thank
you very much.

I will probably not take the entire 15
minutes.

I do concede the point made by the
Senator from Texas that many of us
come to this debate with a level of
emotion. I am not happy to read in the
newspaper that a company such as
Stanley Tools has decided, for tax rea-
sons, they are going to forsake their
American citizenship and move to Ber-
muda. I will guarantee you, I will never
knowingly buy one of their products
again.

I honestly believe the American cor-
porations—proud to be in this country,
proud to be part of this country, ac-
cepting their obligation to support this
country, and paying taxes here—de-
serve my business before the folks at
Stanley who decided it is much more
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fashionable to wear Bermuda shorts
than to wear the red, white, blue.

Let me address three specific ele-
ments that came out in debate.

I have read, over the course of my
education and my service in Congress,
a lot of things relative to rights. I have
read a great deal about the rights of in-
dividuals and the rights of others.

We all know about the rights of life,
liberty, and the pursuit of happiness.
We have heard about those, and some
trace them back to Plato and Aris-
totle. They go through all the great
Renaissance thinkers, and certainly to
the Founding Fathers and Mothers of
America, who came to these concepts
and fought for them.

But I never read about the inalien-
able, immutable, nontransferable right
of a business, wherever it is located, to
bid on contracts at the U.S. Depart-
ment of Defense. That does not exist.
That is a creature of law and policy.

We, in the United States, decide who
will bid on Government contracts. We
establish standards. We establish quali-
fications. And we establish disquali-
fications.

Should Saddam Hussein’s agent show
up at the Pentagon tomorrow and sug-
gest that the Iraqi National Business
Corporation wants to start bidding on
American defense contracts, you can
imagine, we will laugh him out of
town. We decide who will bid on our de-
fense contracts, in the name of our na-
tional values and our national defense.

What the Senator from Minnesota
brings before us is a very basic chal-
lenge: If it is not an inalienable right
to bid on contracts at the Department
of Defense, are we going to offer that
right to bid to a company which has
forsaken and denounced its American
citizenship in order to avoid paying
taxes in the United States?

I will go back to the point made ear-
lier by the Senator from Texas. I do
not think there is any right to that.
And I do not think he can find it.

The second point I would like to
make is this: The argument that these
poor companies go to Bermuda, the
Virgin Islands, Barbados, and the Isle
of Man in order to escape American
taxes—our critics say it is really a con-
demnation as to the high tax rates in
America. They argue that we should
lower our corporate tax rates so they
will not even consider going to a tax
haven such as Bermuda.

Trust me, no matter how low we
bring our corporate taxes, some small
country somewhere in the world will
have a lower corporate tax rate. We
cannot race to the bottom and expect
to sustain the civilization we enjoy and
the common defense which is funded
under this bill if we do not have a tax
base in America.

These same people could argue, logi-
cally, that we should encourage compa-
nies to move overseas to the lowest
possible wage rate where people are
being paid 5 and 10 cents an hour be-
cause it is such a smart business deci-
sion. We do not encourage it. We dis-
courage it. We should continue to.
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But to argue that somehow we are at
fault as a nation because we ask busi-
nesses to pay their fair share of sus-
taining the strength and quality of life
in America, I think is ludicrous.

The third point I will make is this:
This is a Defense bill. We talk about
the Department of Defense, but we all
know that within the pages of these
bills, particularly this bill, we will find
not just words, but we will find the
support for the men and women in uni-
form in America.

Think about what we ask of the men
and women in uniform sustained by
this Department of Defense appropria-
tions.

We ask these men and women, out of
loyalty to America, to be willing to
pay with their lives for the privilege to
be an American citizen. And each and
every one of us is so proud that young
men and women come forth willing to
do so, willing to give their careers,
their lives, to their country.

But think about what those who op-
pose this amendment are saying: That
corporations with so little loyalty to
the United States that they are unwill-
ing to pay taxes to this country should
somehow be honored with the right to
bid on Department of Defense con-
tracts.

I disagree. I disagree. Let me hope
that this amendment is adopted. Let
me hope that after it is adopted, the
next time a major corporation draws
its board of directors together and
brings in their shifty accountant, who
says, ‘I just came up with a great idea:
We’re moving to Bermuda, and we can
save taxes, and you all can make more
money,”’ somebody will say, “What im-
pact is that going to have on our cus-
tomer base in America? What impact is
that going to have on our business in
America? Shouldn’t we think twice be-
fore we abandon this Nation because
we want to save a few bucks on taxes?”’

My friends and colleagues in the Sen-
ate, I support this amendment by the
Senator from Minnesota. I will concede
that I come to it with some emotion
when I consider these businesses that
are moving overseas to avoid paying
taxes to our Government. Businesses
are moving their operations overseas
to avoid hiring men and women in the
United States. I do not think we should
reward them or applaud them or say it
is just an exercise of their freedom.
They have the freedom to leave. We
should have the freedom in the Senate
to tell them that their departure is
going to cost them an opportunity to
bid on these contracts.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Minnesota is recognized.

Mr. WELLSTONE. Mr. President, we
had a long debate this afternoon. My
understanding is that my colleagues
are going to accept the amendment. I
am appreciative of that. I think it is a
very good amendment. I think it is im-
portant to have good, strong bipartisan
support.

I thank Senator DURBIN and Senator
REID, our whip, for their help. And if it
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is OK with them, I ask unanimous con-
sent they be added as cosponsors to my
amendment.

Mr. DURBIN. Yes.

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

Mr. WELLSTONE. I am looking at
just a few editorials and op-ed pieces. I
will quote from them and do it in 3
minutes so we can get on with this
vote:

The trouble is that hinting, even by si-
lence, that it’s O.K. not to pay taxes is a
dangerous game, because it can quickly grow
into a major revenue loss. Accountants and
tax planners have taken the hint; they now
believe that it’s safe to push the envelope.
. . . Furthermore, what does it say to the na-
tion when companies that are proud to stay
American are punished, while companies
that are willing to fly a flag of convenience
are rewarded?

That was from columnist Paul
Krugman of the New York Times, May
14:

Even more galling is the fact that many of
the same companies are giving the taxman
the brushoff as they shield themselves with
their Bermuda ZIP codes think nothing of
holding out their hand when Uncle Sam is
doling out government contracts.

That is from columnist Arianna Huff-
ington, LA Times, May 15.

I ask unanimous consent material
from the New York Times to the Hous-
ton Chronicle, to the Springfield Union
News editorial, to the Philadelphia In-
quirer—there is a ring of editorials and
opinions on this question, and I ask
unanimous consent they be printed in
the RECORD.

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

EDITORIALS AND OPINIONS AGAINST
CORPORATE EXPATRIATION

‘“Tax policy of this sort is outrageously of-
fensive, if not masochistic. It penalizes busi-
nesses that behave ethically and responsibly
and rewards those that do not. It increases
the federal deficit and decreases the federal
resources to keep the country running and
rivers clean. It extends privileges to corpora-
tions that can afford the legal bills which it
won’t extend to $20,000-a-year day-care work-
ers. Americans should be outraged, and so
should Congress, which should move quickly
to pass pending legislation outlawing the
dodge.””—Peoria Journal Star editorial, May
12.

“The company has thumbed its nose at
anyone who questioned its plans. Stanley of-
ficials initially tried to bar reporters from
the annual meeting, despite high public in-
terest in the Bermuda vote. They also mailed
confusing shareholder information about
how the vote would be tabulated. Businesses
that want to enjoy the benefits and protec-
tions provided by this country should pay
their fair share of taxes. Guess who will wind
up picking up the tab as a result of Stanley’s
tax avoidance? Other American taxpayers, of
course.”’—Hartford Courant editorial, May
14.

“Even in the best of times, it is outrageous
for companies to engage in offshore shenani-
gans to avoid paying their fair share of
taxes. Doing so after the Enron scandal, in
dire fiscal times and when the nation is at
war is unconscionable.”—New York Times
editorial, May 13.

‘““‘American companies that have no head-
quarters, no employees or operations in for-
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eign tax havens should not be able to lower
their taxes by, in essence, acquiring an is-
land post office box. Basic fairness to Amer-
ican companies that remain incorporated in
the United States is at stake.”—Houston
Chronicle editorial, May 9.

“When a U.S.-based corporation decides to
reincorporate, basing its operations in, say,
the Cayman Islands when the company has
little more than a mailbox there, it can le-
gally avoid millions of dollars in taxes. . . .
there will come no better moment than this
one to right that wrong. We look forward to
the floor vote.””—Springfield Union News edi-
torial, May 7.

‘“Even more galling is the fact that many
of the same companies are giving the taxman
the brushoff as they shield themselves with
their Bermuda ZIP codes think nothing of
holding out their hand when Uncle Sam is
doling out government contracts.”—Col-
umnist Arianna Huffington, Los Angeles
Times, May 15.

“The trouble is that hinting, even by si-
lence, that it’s O.K. not to pay taxes is a
dangerous game, because it can quickly grow
into a major revenue loss. Accountants and
tax planners have taken the hint; they now
believe that it’s safe to push the envelope.

. . Furthermore, what does it say to the na-
tion when companies that are proud to stay
American are punished, while companies
that are willing to fly a flag of convenience
are rewarded?’—Columnist Paul Krugman,
New York Times, May 14.

“Yet it [Stanley] won’t have to pay its fair
share for the good life and safe business cli-
mate we have created here. It shouldn’t be
allowed to get away with this. It’s time to
slam this loophole shut—for Stanley and
other companies that have the so-called in-
version strategy.”’—Columnist Jeff Brown,
Philadelphia Inquirer, May 12.

Mr. DODD. Will my colleague yield
for a second?

Mr. WELLSTONE. I am pleased to
yield.

Mr. DODD. I thank our colleague
from Minnesota.

A lot of people are talking about
Stanley Works. I represent the State
where that company was located, with
a wonderful history and tradition for
many years of the Stanley Works Com-
pany, with the contribution of employ-
ment in my State.

It is a source of great disappointment
to many of us that they have taken
this position of setting up a shell oper-
ation, in this case in Bermuda, with no
people there at all—mothing—to avoid
taxes. That is deeply disturbing to peo-
ple in my State. And we are embar-
rassed, in a sense, that this has become
the poster child, if you will, on this
issue.

But the Senator from Minnesota has
raised a very important point, one that
all of us here, in a time such as this,
over the last 10 months, after 9/11 un-
derstand taxes may be too high. We
need to work at that. We need to im-
prove the situation. But to have people
stand up in a company and say that,
right now, we are going to have profits
trump patriotism, that we are going to
worry about our pocketbook before we
worry about what is best for America,
is something over which all of us ought
to be outraged.

So I thank the Senator for raising
this issue. We are going to have a vote
shortly. I believe it is going to carry
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overwhelmingly, and it should. The
other body has voted similarly on a dif-
ferent bill. Nonetheless, I suspect they
may on this as well. We need to send a
united message that this kind of behav-
ior we do not like to see in individual
citizens, who would trade their citizen-
ship, and we do not want to see it in
corporations either.

I thank the Senator for the amend-
ment.

Mr. WELLSTONE. I thank the Sen-
ator from Connecticut.

Mr. President, I just want to also, for
the record, say I have spoken to Sen-
ator GRASSLEY, who said he would be
very proud to be a supporter. And I
talked with the staff of both Senator
GRASSLEY and Senator BAUCUS, and we
want to work together on exactly what
the reach of this is. We will work hard
on that in conference.

The date of 9/11 has been mentioned
more than once. The truth is, it also
ties into Enron and WorldCom and all
the rest. Frankly, people are tired.
Thank goodness there are many cor-
porations and businesses that are very
good corporate citizens, but people are
really tired of this. This is an egregious
practice.

Again, this amendment puts every-
body on notice, forthwith, actually
reaching back to January 1 of this
year, if you are going to go to another
country and set up a dummy corpora-
tion and then shift some of your profits
to that corporation and not pay taxes,
you are not going to be eligible for any
of the defense contracts.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

The Republican leader.

Mr. LOTT. Mr. President, I believe in
short order the Senate will be prepared
to dispose of this amendment. I wish to
take a minute at this time to express
my appreciation and the appreciation
of the entire Senate and I think a
grateful country for the outstanding
work that is done year in and year out
by these two Senators managing this
legislation.

Senator INOUYE and Senator STEVENS
are two unique personalities, first of
all. The service they gave to their
country and the military during World
War II would be enough by itself to
cause us to want to express our appre-
ciation to them. But their service in
this institution and their leadership in
these Defense bills year after year is
really outstanding. They have done a
tremendous job. They have helped keep
America strong. They have helped
make sure we have the facilities and
the equipment our men and women
need to do the job.

That is why when we made the deci-
sion to go to war against terrorism and
put our men and women into a situa-
tion in Afghanistan to deal with al-
Qaida, the terrorists, we had some in-
credible equipment. The American peo-
ple got glimpses of some of the tremen-
dous things that have been done.

Once again this year they have done
a fantastic job. Unless I am mistaken,
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this is the largest Defense bill in the
history of the country. It was asked for
by the President. They have been very
careful to be judicious in how they
have handled it. But they have brought
it to the floor in such a way that Sen-
ators on both sides of the aisle agree
with their product, and I thought I
should take a minute to tell them how
much I appreciate it.

Obviously, I am prejudiced. In my
neck of the woods we build ships. We
are very close to the Navy, but we also
have Camp Shelby where Senator
INOUYE got his training at the begin-
ning of World War II. They have made
sure that we paid attention to what we
needed for the future in ships, even
though the Navy actually had a declin-
ing request in this area.

On a personal basis and one based on
knowledge of what would have been in
the bill but what is in it, what needed
to be done, I express my appreciation
to the managers and thank them for
what they have done here, in the past
for the country, and what I know they
will always do in their roles in the Sen-
ate.

They and their staffs spent many
long hours hammering out the details
of what amounts to the largest defense
budget in the history of our nation and
they are to be commended for their
hard work.

I want to particularly thank Sen-
ators INOUYE and STEVENS for filling a
major hole in the defense budget—the
distinct lack of ship production for our
Navy. During this time of war against
terrorism, we need to maintain our
ability to strike at the heart of our
enemy far from American shores—
namely, their training camps, intel-
ligence centers, chemical/biological
weapon production facilities, and con-
ventional arms caches. Ships play a
central role in our ability to project
power and—before the actions of the
Senate Appropriations Sub-committee
on Defense—it looked like we, as a na-
tion, were close to losing a key pillar
in our fight against global terrorism.

Mr. President, the military budget as
presented to this body earlier this year
represented the largest increase in
military spending that our country has
seen in a long time, and yet the Navy’s
request for shipbuilding represented a
decline in spending from the previous
year. It certainly was difficult to un-
derstand and even more difficult to un-
derstand given that our forces are en-
gaged in combat overseas. This spend-
ing profile not only threatened the ca-
pability of our Navy, but also threat-
ened to severely dismantle our capa-
bility to produce ships in the United
States. I don’t need to spell out the
dire implications of losing what little
shipbuilding capacity that we have left
in America.

Thanks to Senators INOUYE and STE-
VENS and their staffs’ hard work, we
have made great strides in righting our
ship that was about to sink. I want to
applaud the foresight and efforts of
committee staff, particularly Charlie
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Houy, Steve Cortese, Leslie Kalan,
Menda Fife and Kraig Siracuse to cor-
rect this problem. They put a lot of
hard work into this mark-up and I be-
lieve they hit a home run for ship-
building. This SAC-D mark-up has set
the vision for the future and will help
the Pentagon as they develop the ship-
building plan for POM ’04.

I also want to acknowledge the for-
ward thinking of Pete Aldridge, John
Young, and Dov Zakheim for identi-
fying future funds in POM ’04 that will
be leveraged into the fleet of tomor-
row—a fleet that will be fully capable
of addressing threats to our nation
that we cannot yet envision. An early
version of the ship building plan for
POM ’04 includes laying the keel for a
CVN in 2007; ramps up production of
Virginia Class submarines from one
ship per year in fiscal years 2004
through 2006 to two ships in 2007
through 2009; production of three DDG—
51 class ships per year in 2004 and 2005;
commencement of DD(X) production in
2005 with continuation of that program
well into 2020; steady-state production
of LPD-17 class ships through 2009; and
a three-year interval between produc-
tion of LHA(R)/LHD class ships in 2006
and 2009.

Again, I thank Senators INOUYE and
STEVENS for putting together a Defense
Appropriations bill that makes sense
for our Navy, our nation, and our ship
building industry. Thank you. I com-
mend you for the great service you
have done for our Nation, our military,
and our service members.

The PRESIDING OFFICER. Is there
further debate on the amendment? If
not, the question is on agreeing to
amendment No. 4412.

The amendment (No. 4412) was agreed
to.

Mr. WELLSTONE. I move to recon-
sider the vote.

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

The motion to lay on the table was
agreed to.

Mr. REID. Mr. President, the under-
lying Wellstone amendment was adopt-
ed; is that right?

The PRESIDING OFFICER. That is
not correct. The Wellstone amendment
is now pending. Is there further debate
on the amendment?

Mr. STEVENS. I ask unanimous con-
sent that the action on amendment
4412 be vitiated and the amendment
withdrawn.

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

Without objection, the amendment is
agreed to.

The amendment (No. 4364) was agreed
to.

Mr. INOUYE. I move to reconsider
the vote.

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

The motion to lay on the table was
agreed to.

Mr. WELLSTONE. Mr. President, I
have spoken with Senator GRASSLEY
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and with his staff and the Staff of Sen-
ator BAUCUS about the definition of ex-
patriating firms and tax havens in my
amendment. It would be my hope that
the conferees to the Defense Appropria-
tions bill could conform the definition
in my amendment with the definition
in S. 2119, the Reversing the Expatria-
tion of Profits Offshore Act.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. I thank my col-
leagues. I think this is an amendment
of which we can be proud, and I am
very proud that it passed.

The PRESIDING OFFICER. The Sen-
ator from Hawaii is recognized.

AMENDMENTS NOS. 4388 AND 4422 THROUGH 4434,

EN BLOC

Mr. INOUYE. Mr. President, the
managers of this bill, Senator STEVENS
and I, wish to submit several amend-
ments for consideration. We ask unani-
mous consent that these amendments
be considered en bloc and adopted en
bloc. Before we do that, may I explain
the amendments.

They are; an amendment for Senator
AKAKA earmarking $6 million for crit-
ical infrastructure protection; an
amendment for Senator CLINTON ear-
marking $500,000 for renovation of a
hangar at Griffiss Air Force Base; an
amendment for Senator INHOFE ear-
marking $56 million for remote logistic
network; an amendment for Senator
FEINSTEIN earmarking $5 million for in-
tegrated chemical biological warfare
detector chips; an amendment for Sen-
ator HUTCHISON earmarking $1 million
for nanoenergetic material research; an
amendment for Senator FRIST and Sen-
ator THOMPSON earmarking $2 million
for the Communicator force notifica-
tion system; an amendment for Sen-
ator LANDRIEU earmarking $5 million
for the D-Day museum; an amendment
for Senator NELSON earmarking $6 mil-
lion for the Center for Advanced Power
Systems; an amendment for Senator
BUNNING earmarking $1 million for se-
curity locks; an amendment for Sen-
ator KENNEDY earmarking $10 million
for the Non-Self Deployable water craft
study; an amendment for Senator
CARNAHAN earmarking $850,000 for Na-
tional Guard medical equipment; an
amendment for Senators SMITH,
WYDEN, and MURRAY to earmark $8
million for the Navy’s Sealion pro-
gram; an amendment for Senator CRAIG
earmarking $3 million for foreign docu-
ment digitization.

May I advise the Chair that there is
not a single dollar added to the appro-
priation. These are just earmarks. It
has been cleared by both sides.

I send the amendments to the desk. I
ask that they be considered en bloc and
approved en bloc.

The PRESIDING OFFICER. Is there
objection? The Senator from Indiana is
recognized.

Mr. LUGAR. Mr. President, reserving
the right to object, in the list that the
distinguished Senator just read, was
there a Lugar amendment dealing with
weapons of mass destruction?
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Mr. INOUYE. No.

Mr. LUGAR. Mr. President, I will not
object. I simply was hopeful that the
amendment might be included at this
point.

Mr. INOUYE. It was objected to be-
cause it was not authorized.

Mr. LUGAR. Reserving the right to
object, I shall not object, a point of
parliamentary procedure: When would
be the appropriate time for this amend-
ment to be considered or this Senator
to offer the amendment or for the man-
agers to offer the amendment?

Mr. STEVENS. Mr. President, it is
my understanding the bill is still open
to amendment. The Senator still has
his right to offer it at any time.

Mr. LUGAR. Very well. So it would
be appropriate, if I can gain the floor,
to do so following the resolution of the
amendments the Senator has offered. I
thank the Chair.

The PRESIDING OFFICER. The Sen-
ator from Alaska.

Mr. STEVENS. Mr. President, I ask
to amend the request of the Senator
from Hawaii and ask unanimous con-
sent that the amendment I shall send
to the desk for the Senator from Iowa,
Mr. GRASSLEY, be adopted. It deals
with the awarding of a Medal of Honor
flag to recipients of the Medal of
Honor.

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

The amendments (Nos. 4388 and 4422
through 4434) were agreed to en bloc, as
follows:

AMENDMENT NO. 4388
(Purpose: To provide for the designation of a

Medal of Honor Flag and for presentation

of that flag to recipients of the Medal of

Honor)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. (a) Congress finds that—

(1) the Medal of Honor is the highest award
for valor in action against an enemy force
which can be bestowed upon an individual
serving in the Armed Forces of the United
States;

(2) the Medal of Honor was established by
Congress during the Civil War to recognize
soldiers who had distinguished themselves by
gallantry in action;

(3) the Medal of Honor was conceived by
Senator James Grimes of the State of Iowa
in 1861; and

(4) the Medal of Honor is the Nation’s high-
est military honor, awarded for acts of per-
sonal bravery or self-sacrifice above and be-
yond the call of duty.

(b)(1) Chapter 9 of title 36, United States
Code, is amended by adding at the end the
following new section:

“§903. Designation of Medal of Honor Flag

‘‘(a) DESIGNATION.—The Secretary of De-
fense shall design and designate a flag as the
Medal of Honor Flag. In selecting the design
for the flag, the Secretary shall consider de-
signs submitted by the general public.

““(b) PRESENTATION.—The Medal of Honor
Flag shall be presented as specified in sec-
tions 3755, 6257, and 8755 of title 10 and sec-
tion 505 of title 14.”.

(2) The table of sections at the beginning of
such chapter is amended by adding at the
end the following new item:
¢“903. Designation of Medal of Honor Flag.”.

(¢)(1)(A) Chapter 357 of title 10, United
States Code, is amended by adding at the end
the following new section:
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“§8755. Medal of honor:
Medal of Honor Flag
‘“The President shall provide for the pres-

entation of the Medal of Honor Flag des-

ignated under section 903 of title 36 to each
person to whom a medal of honor is awarded
under section 3741 of this title after the date
of the enactment of this section. Presen-
tation of the flag shall be made at the same
time as the presentation of the medal under
section 3741 or 3752(a) of this title.”.

(B) The table of sections at the beginning
of such chapter is amended by adding at the
end the following new item:

¢“37565. Medal of honor: presentation of Medal
of Honor Flag.”.

(2)(A) Chapter 567 of such title is amended
by adding at the end the following new sec-
tion:

“§6257. Medal of honor:

Medal of Honor Flag

““The President shall provide for the pres-
entation of the Medal of Honor Flag des-
ignated under section 903 of title 36 to each
person to whom a medal of honor is awarded
under section 6241 of this title after the date
of the enactment of this section. Presen-
tation of the flag shall be made at the same
time as the presentation of the medal under
section 6241 or 6250 of this title.”.

(B) The table of sections at the beginning
of such chapter is amended by adding at the
end the following new item:

¢6257. Medal of honor: presentation of Medal
of Honor Flag.”’.
(3)(A) Chapter 857 of title 10, United States
Code, is amended by adding at the end the
following new section:

“§8755. Medal of honor:
Medal of Honor Flag

‘“The President shall provide for the pres-
entation of the Medal of Honor Flag des-
ignated under section 903 of title 36 to each
person to whom a medal of honor is awarded
under section 8741 of this title after the date
of the enactment of this section. Presen-
tation of the flag shall be made at the same
time as the presentation of the medal under
section 8741 or 8752(a) of this title.”.

(B) The table of sections at the beginning
of such chapter is amended by adding at the
end the following new item:

¢“87565. Medal of honor: presentation of Medal
of Honor Flag.”.

(4)(A) Chapter 13 of title 14, United States

Code, is amended by inserting after section
504 the following new section:

“§505. Medal of honor: presentation of Medal
of Honor Flag

“The President shall provide for the pres-
entation of the Medal of Honor Flag des-
ignated under section 903 of title 36 to each
person to whom a medal of honor is awarded
under section 491 of this title after the date
of the enactment of this section. Presen-
tation of the flag shall be made at the same
time as the presentation of the medal under
section 491 or 498 of this title.”.

(B) The table of sections at the beginning
of such chapter is amended by inserting after
the item relating to section 504 the following
new item:
¢“505. Medal of honor: presentation of Medal

of Honor Flag.”’.

(d) The President shall provide for the
presentation of the Medal of Honor Flag des-
ignated under section 903 of title 36, United
States Code, as added by subsection (b), to
each person awarded the Medal of Honor be-
fore the date of enactment of this Act who is
living as of that date. Such presentation
shall be made as expeditiously as possible
after the date of the designation of the
Medal of Honor Flag by the Secretary of De-
fense under such section.

presentation of

presentation of

presentation of
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AMENDMENT NO. 4422
(Purpose: To set aside $6,000,000 of operation
and maintenance, Navy, funds for

Servicewide Communications for the Crit-

ical Infrastructure Protection Program)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the total amount appropriated
by title II under the heading ‘‘OPERATION
AND MAINTENANCE, NAVY”, for Servicewide
Communications, $6,000,000 may be used for
the Critical Infrastructure Protection Pro-
gram.

AMENDMENT NO. 4423

(Purpose: To make available from amounts
available for the Air Force for operation
and maintenance $500,000 for a contribu-
tion to the renovation of Hangar Building
101 at former Griffiss Air Force Base, New
York, in order to facilitate the reuse of the
building for economic development pur-
poses)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title II under the heading ‘‘OPERATION AND
MAINTENANCE, AIR FORCE”, up to $500,000
may be available for a contribution to the
Griffiss Local Development Corporation
(GLDC) for the renovation of Hangar Build-
ing 101 at former Griffiss Air Force Base,
New York, in order to facilitate the reuse of
the building for economic development pur-
poses. Such renovation may include a new
roof, building systems, fixtures, and lease-
hold improvements of the building.

AMENDMENT NO. 4424
(Purpose: To make available from amounts
available for Defense-Wide research, devel-
opment, test, and evaluation $5,000,000 for
the Maintainers Remote Logistics Net-
work)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘RESEARCH, DE-
VELOPMENT, TEST, AND EVALUATION, DE-
FENSE-WIDE”’, up to $5,000,000 may be avail-
able for the Maintainers Remote Logistics
Network.

AMENDMENT NO. 4425

(Purpose: To make available from amounts
available for the Navy for research, devel-
opment, test, and evaluation $5,000,000 for
the Integrated Chemical Biological War-
fare Agent Detector Chip)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘RESEARCH, DE-
VELOPMENT, TEST, AND EVALUATION, NAVY”,
up to $5,000,000 may be available for the Inte-
grated Chemical Biological Warfare Agent
Detector Chip.

AMENDMENT NO. 4426

At the appropriate place in the bill insert
the following:

Of the funds provided under the heading
‘“Research and Development, Air Force,” up
to $1,000,000 may be made available for re-
search on nanoenergetic materials.

AMENDMENT NO. 4427

(Purpose: To make available from amounts
available for the Army National Guard for
operation and maintenance $2,000,000 for
the Communicator emergency notification
system)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title II under the heading ‘‘OPERATION AND



S7702

MAINTENANCE, ARMY NATIONAL GUARD’, up
to $2,000,000 may be available for the Com-
municator emergency notification system.

AMENDMENT NO. 4428
(Purpose: To authorize a grant of $5,000,000 to
the National D-Day Museum)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. The Secretary of Defense may,
using amounts appropriated or otherwise
made available by this Act, make a grant to
the National D-Day Museum in the amount
of $5,000,000.

AMENDMENT NO. 4429
(Purpose: To make available from amounts
available for the Navy for research, devel-
opment, test, and evaluation $6,000,000 for
the Center for Advanced Power Systems)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title IV under the heading ‘‘RESEARCH, DE-
VELOPMENT, TEST, AND EVALUATION, NAVY”,
up to $6,000,000 may be available for the Cen-
ter for Advanced Power Systems.

AMENDMENT NO. 4430
(Purpose: To allow the Department of De-
fense to obligate funds to secure its sen-
sitive and classified materials to further
enhance the national security of the

United States)

At the appropriate place in the bill insert
the following section:

SEC. . Out of the Operation and Mainte-
nance, Defense-Wide, funds appropriated,
$1,000,000 may be available to continue the
Department of Defense’s internal security-
container lock retrofit program for pur-
chasing additional security locks which
meet federal specification FF-L-2740A.

AMENDMENT NO. 4431
(Purpose: To make available from the Na-
tional Defense Sealift Fund $10,000,000 for
implementing the recommendations re-
sulting from  the Navy’s Non-Self

Deployable Watercraft (NDSW) Study and

the Joint Chiefs of Staff Focused Logistics

Study to determine the requirements of

the Navy for providing lift support for

mine warfare ships and other vessels)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title V under the heading ‘‘NATIONAL DE-
FENSE SEALIFT FUND”, up to $10,000,000 may
be available for implementing the rec-
ommendations resulting from the Navy’s
Non-Self Deployable Watercraft (NDSW)
Study and the Joint Chiefs of Staff Focused
Logistics Study, which are to determine the
requirements of the Navy for providing lift
support for mine warfare ships and other ves-
sels.

AMENDMENT NO. 4432
(Purpose: To set aside from amounts avail-
able for the Air National Guard for oper-
ation and maintenance $350,000 for medical
equipment)

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Of the amount appropriated by
title II under the heading ‘“‘OPERATION AND
MAINTENANCE, AIR NATIONAL GUARD’’, up to
$350,000 may be available for medical equip-
ment.

AMENDMENT NO. 4433
(Purpose: To make available from amounts
available for the Navy for research, devel-
opment, test, and evaluation $18,000,000 for
the Sealion Technology Demonstration
program)
On page 223, between lines 20 and 21, insert
the following:
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SEC. 8124. Of the amount appropriated by
title IV under the heading ‘“‘RESEARCH, DE-
VELOPMENT, TEST, AND EVALUATION, NAVY”
and available for Ship Concept Advanced De-
sign up to $18,000,000 may be available for the
Sealion Technology Demonstration program
for the purchase, test, and evaluation of a
Sealion craft with modular capability.

AMENDMENT NO. 4434
(Purpose: To provide for standardized
digitizing, conversion, indexing, and for-
matting of captured foreign documentary
materials, and for other purposes)

At the appropriate place in Title VIII, in-
sert the following:

“SEC. . Of the funds made available in
this Act under the heading ‘Research, Devel-
opment, Test and Evaluation, Defense-Wide’,
up to $3,000,000 may be made available to
digitize, convert, index, and format captured
foreign documentary materials (including
legacy materials) into a standard, usable for-
mat, to enable the timely analysis and use of
mission critical data by analytical and
warfighter personnel.

Mr. STEVENS. Mr. President, I move
to reconsider that action.

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

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The Sen-
ator from Indiana is recognized.

AMENDMENT NO. 4435

(Purpose: To authorize the waiver of the pro-
hibition on the use of Cooperative Threat
Reduction funds for chemical weapons de-
struction)

Mr. LUGAR. Mr. President, I send an
amendment to the desk.

The PRESIDING OFFICER.
clerk will report.

The bill clerk read as follows:

The Senator from Indiana [Mr. LUGARI],
for himself, Mr. BIDEN, Mr. DOMENICI, Mr.
HAGEL, Mr. GRAHAM, Mr. LEVIN, Mr. DODD,
and Mr. MCCAIN, proposes an amendment
numbered 4435:

On page 223, between lines 20 and 21, insert
the following:

SEC. 8124. Section 1305 of the National De-
fense Authorization Act for Fiscal Year 2000
(Public Law 106-65; 22 U.S.C. 5952 note) is
amended—

(1) by inserting ‘‘(a) LIMITATION.—’’ before
‘“No fiscal year’’; and

(2) by adding at the end the following new
subsection:

‘“(b) WAIVER.—(1) The limitation in sub-
section (a) shall not apply to funds appro-
priated for Cooperative Threat Reduction
programs for a fiscal year if the President
submits to the Speaker of the House of Rep-
resentatives and the President pro tempore
of the Senate a written certification that the
waiver of the limitation in such fiscal year is
important to the national security of the
United States.

“(2) A certification under paragraph (1) for
fiscal year 2003 shall cover funds appro-
priated for Cooperative Threat Reduction
programs for that fiscal year and for fiscal
years 2000, 2001, and 2002.

“(8) A certification under paragraph (1)
shall include a full and complete justifica-
tion for the waiver of the limitation in sub-
section (a) for the fiscal year covered by the
certification.”.

The PRESIDING OFFICER. The Sen-
ator from Indiana is recognized.

Mr. LUGAR. Mr. President, during
the Memorial Day recess, it was the
privilege of this Senator to travel

The
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again with my colleague and partner,
Senator Sam Nunn, and with Rep-
resentative JOHN SPRATT and Rep-
resentative CHRISTOPHER SHAYS to a
number of sites in Russia. One of par-
ticular interest to us was the chemical
weapons facility at Shchuch’ye, which
is approximately 1,200 miles east of
Moscow. That particular installation
has been a part of the Cooperative
Threat Reduction Program insofar as
the United States has worked coopera-
tively with Russia to put extensive
fencing and various other security
around what amounts to 1.9 million
weapon shells—that is, chemical weap-
on shells—filled with nerve gas, saran,
and VX.

I had visited the sites 18 months be-
fore, and this was a return to envision
precisely these 85-millimeter shells,
these small shells that you can put in
a small suitcase. Indeed, I have an il-
lustration of this, Mr. President.

Here is the small suitcase, and here
is the Senator from Indiana, and a Rus-
sian major took the picture.

As we discuss proliferation, this
intersection between terrorists and
weapons of mass destruction, envision,
if you will, that there are 1.9 million
more of these 85-millimeter shells. The
Russians on the site estimate if one
shell was put into a stadium of 100,000
people, everybody would die. It has
that degree of efficacy and it has this
degree of portability.

This is why the United States takes
seriously the penning up of the chem-
ical weapons of Russia. Russia has de-
clared 40,000 metric tons. One-seventh
of them are at Shchuch’ye, in this con-
dition. Also at Shchuch’ye is our great-
est hope in working with the Russians
to destroy the chemical weapons. They
are in the process of building a plant
that will require U.S. money to com-
plete. The German Bundesbank has ap-
propriated money this year for this
plant, and so has Great Britain, Can-
ada, and Norway, in modest amounts,
to join us.

The Russian Duma has appropriated
substantially more money for this pur-
pose. Why? Because Russia and the
United States and many other nations
ratified the Chemical Weapons Conven-
tion. We did so 5 years ago. The Rus-
sians did so a short time thereafter. It
is a 10-year treaty. We are almost at
halftime and not the first pound of
chemical weapons has, in fact, been de-
stroyed because there was not the
money, not the technical organization,
until at least this present point.

Mr. President, when I came back
from Russia, Senator BIDEN, the chair-
man of the Foreign Relations Com-
mittee, and I were asked to come to
the White House to visit with the
President and the Vice President,
Condoleezza Rice, and Andrew Card.
Six of us sat there and talked about
the new treaty between the United
States and Russia, on which we have
had testimony at some of our com-
mittee hearings. The point made by the
President, Secretary Powell, and Sec-
retary Rumsfeld is that we have a turn
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of the road with Russia. We are not
naive with regard to all of the prob-
lems with Russia, but the President is
asking for ratification of this new trea-
ty that would substantially reduce nu-
clear warheads in the next 10 years.

I took the opportunity to point out
to the President of the United States
that it is one thing to ratify a treaty,
and to negotiate one to begin with, and
it is quite another to see actual results
from the treaty. We are working in this
country to reduce our chemical weap-
ons, and we hope to do so in the 10
years. We have pledged to do so under
the treaty. The Russians have a whole
lot more of them. My point is that
there has not been a reduction there.
In this case, it is not a lack of good
will, it is a lack of money, lack of tech-
nical support.

In the midst of all of this, the di-
lemma for President Bush—and he
raised this during our face-to-face
meeting—is: What can I do about it?
With the other Nunn-Lugar programs,
the Cooperative Threat Reduction Pro-
grams, the President could certify that
the conditions imposed by Congress on
the Nunn-Lugar Act are being met. In
the past 10 years, such certification has
come each year. This year, it did not.

Ms. Rice and the Vice President ad-
vised the President that the adminis-
tration has sought authorization to
waive the certification requirement so
that the money could be spent. In ef-
fect, no new programs under coopera-
tive threat reduction have occurred for
10 months of this fiscal year due to
lack of certification and lack of waiv-
er.

Now, in the supplemental appropria-
tions bill we passed the other evening,
as this becomes law—at least for the
last 2 months of this year—our Govern-
ment can actively move to destroy
weapons of mass destruction with new
contracts—nuclear, chemical, and bio-
logical—for 2 months. In a conference
now on the authorization of the De-
fense Department, there is a debate as
to how long a waiver might last. The
President has asked for permanent au-
thority, and the Senate has offered
that in its bill. The House has offered,
as I understand it, a 3-year time for the
President to waive this certification.
But when we come to chemical weap-
ons, the President apparently has no
ability to waive anything, or to certify
anything.

An additional six requirements are
posed, and they have not been met, in
the judgment at least of those in the
administration who were involved in
these deliberations. So as a result,
nothing is happening with regard to
American money or the destruction of
these weapons.

Following my meeting with the
President, I wrote a letter to
Condoleezza Rice, and I stated every-
thing that I have indicated in these re-
marks today. I appreciate the fact that
she has responded and indicated to me
that:

The President has repeatedly empha-
sized the importance of cooperative
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threat reduction in his strategy to re-
duce and prevent the proliferation of
weapons of mass destruction, delivery
means, and the materials and tech-
nology to develop them. Because of the
program’s value to the nation’s secu-
rity, the President has asked the Con-
gress to grant him permanent author-
ity to waive CTR certification require-
ments if he determines that is in the
national interest. We strongly support
the waiver provision of the Senate
version of the FY2003 Defense Reau-
thorization bill, and have urged the
conferees to adopt it.

Our serious concerns about Russian
chemical and biological weapons ac-
tivities make it difficult for the Sec-
retary of State to certify Russia as eli-
gible for CTR assistance. Waiver au-
thority will enable the Administration
both to pursue essential CTR weapons
reduction and nonproliferation
projects, and to work with Russia to
resolve our concerns about its chemical
and biological weapons activities.

Parenthetically, I might say that one
of the concerns is the four installa-
tions, allegedly with biological weap-
ons or preparations for them, in Russia
to which none of us have had access.

It is my hope in the coming recess to
enter two of these and at least clear
away whatever may be the dilemmas of
those two situations and maybe in the
fullness of time to make the other two.

I have been permitted to go into a
number of biological situations, in ad-
dition to the full gamut of the chem-
ical ones, largely because there is a
sense of cooperative threat reduction.

The Russians themselves appreciate
that if there are accidents, theft, or a
breakdown of the system, Russians will
be killed first and in large numbers.
This is a grim and serious business
which ought not be a part of par-
liamentary byplay and that has been
the dilemma this year.

Condoleezza Rice continues:

Similarly, we welcome your proposal of a
waiver of the legislative conditions on CTR
assistance to construct a nerve agent de-
struction facility at Shchuch’ye. As you
point out, the small, transportable muni-
tions at Shchuch’ye pose a real proliferation
risk. The President underscored the impor-
tance of assistance to Russian chemical
weapons destruction in his December speech
at the Citadel and most recently in the G8
Leaders announcement of Global Partnership
Against the Spread of Weapons and Mate-
rials of Mass Destruction.

We have been working hard with Russia to
meet the legislative conditions on the
Shchuch’ye project, and have made consider-
able progress. Nevertheless, it may be dif-
ficult to assess with confidence that the in-
formation we have from Russia on its chem-
ical weapons stockpile is full and accurate.
At a minimum, the information-gathering
process will be very time-consuming, but the
proliferation threat gives us no time to
delay. Indeed, the Administration concluded
after its thorough review of nonproliferation
assistance to Russia that the destruction
project at Shchuch’ye should be accelerated.

Therefore, the Administration has urged
the conferees to the FY2003 Defense Author-
ization bill to provide the President the au-
thority to waive the conditions on CTR
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chemical weapons destruction assistance, if
he determines that to do so is in the national
interest.

Given this letter, Mr. President, I
have offered the amendment that is at
the desk. It achieves that objective of
giving the President waiver authority
that he does not have with regard to
these chemical weapons. In due course,
the conference committee and the
armed services will come to a decision
as to whether the request by the Presi-
dent for permanent waiver authority
on all Nunn-Lugar programs is to be
granted to the President.

In a commonsense way, I pray that
will be the case. I cannot imagine that
it is in the national interest for us to
deliberately, having authorized money
for Nunn-Lugar, having appropriated
money for the Nunn-Lugar program, to
have it all tied up in terms of new
projects for 10 months.

My point to the President has been:
Mr. President, that could very well be
the fate of a nuclear treaty with regard
to warheads. Why do we believe that
somehow that might be exempt be-
cause, clearly, American money is
going to be involved if we are to make
progress in seeing those warheads re-
duced.

The Russians may want to reduce the
warheads to 2,200 or 1,700 or whatever
figure is in their national interest, but
they clearly do not have the means to
do so.

Some Americans, perhaps even Mem-
bers of this body, may say: Well, that
is the Russian’s problem; they made
their bed; let them sleep in it. But it is
our problem because those warheads
are aimed at us. The nerve gas at
Shchuch’ye will not be aimed at us if it
is destroyed, and it can be destroyed
during this historical window of oppor-
tunity.

Therefore, I earnestly ask for support
of the Senate in adopting this amend-
ment so it is absolutely clear that the
President has the authority to give the
waivers so that we may move ahead on
something I think is vital not only to
our national interest but in the war
against terrorism is imperative. My
feeling always has been if the Senate
had any idea of this general problem,
there would be a speedy resolution.

The purpose of my speech tonight is
to make sure this Senate does under-
stand and makes a commitment to de-
stroy these weapons as rapidly as pos-
sible, given the storage and given the
destruction facility.

I add finally that for those who are
at all wondering how they destroy the
stockpile, this is the weapon in the
suitcase. It would be taken down to a
vacuum space. Two holes would be
drilled in the bottom of the weapon.
The material would be drained out and
put in a chemical formulation which fi-
nally renders that toxic material with-
out consequence. This has to happen 1.9
million times. It will take 6 years if we
begin now.

I hope it will begin now. My plea is
for immediate action on the amend-
ment which I hope will be favorable.
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I ask unanimous consent that a let-
ter addressed to Dr. Rice dated July 12,
2002, and her response to me dated July
30, 2002, be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
Record, as follows:

CONGRESS OF THE UNITED STATES,
Washington, DC, July 12, 2002.
Dr. CONDOLEEZZA RICE,
Assistant to the President for National Security
Affairs,
The White House, Washington, DC.

DEAR DR. RICE: We write out of great con-
cern over the current status of various
projects in the Nunn-Lugar Cooperative
Threat Reduction (CTR) Program at the De-
partment of Defense. Final disposition has
yet to be reached on an Administration re-
quest for permanent annual waiver authority
relative to legislatively-imposed conditions
requiring certification by the Executive
branch in order to permit elements of the
program to go forward. That will remain de-
pendent on the outcome of a conference be-
tween the two houses of Congress on the FY
2003 Defense Authorization bill.

Despite the Administration’s difficulties in
attempting to secure permanent waiver au-
thority from the Congress in order to pro-
ceed with the overall Nunn-Lugar/CTR pro-
gram, we are encouraged that the Adminis-
tration has continued to seek the waiver to
the certification requirements. The same
cannot be said with respect to the Adminis-
tration’s approach to the Nunn-Lugar/CTR
chemical weapons elimination project in
Russia. Congressional conditions—above and
beyond those that apply to CTR in general—
continue to stymie and delay construction of
a chemical weapons destruction facility at
Shchuchye, Russia, that is decidedly in the
national security interests of the United
States. A swift solution to the current stale-
mate is only possible with strong Adminis-
tration leadership.

The project at Shchuchye was reviewed by
the Administration as part of its non-pro-
liferation program review last year. In a
Fact Sheet released December 27, 2001, the
White House stated that: ‘‘The Department
of Defense will seek to accelerate the Coop-
erative Threat Reduction project to con-
struct a chemical weapons destruction facil-
ity at Shchuchye, to enable its earlier com-
pletion at no increased expense. We welcome
the contributions that friends and allies
have made to this project thus far, and will
work for their enhancement.” TUnfortu-
nately, little progress has been made in this
direction.

Several of us recently visited Shchuchye
and have come to the conclusion that the
U.S. needs to move forward expeditiously if
we are to eliminate this critical prolifera-
tion threat. The depot houses nearly 2,000,000
modern ground-launched chemical weapons.
These artillery shells and SCUD missile war-
heads are in excellent working condition and
many are small and easily transportable and
could be deadly in the hands of terrorists, re-
ligious sects, or para-military units. We were
told by our Russian hosts that the weapons
stored at Shchuchye could kill the world’s
population some twenty times over. The size
and lethality of the weapons at Shchuchye
are clearly a direct proliferation threat to
the American people.

Last year, the House of Representatives at-
tached six conditions to the Shchuchye
project. Of the original six conditions, four
can be met but two continue to be problem-
atic. The remaining conditions require the
Secretary of Defense to certify that the in-
formation provided by Russia on the size of
its chemical weapons stockpile is full and ac-
curate and that Russia has developed a prac-
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tical plan for destroying its stockpile of
nerve agents. We share the goals associated
with these conditions, but these same con-
cerns prompted the Administration to seek a
waiver to the larger certification require-
ments required under the Nunn-Lugar pro-
gram. Unfortunately, without a similar
White House request for a waiver at
Shchuchye, it is unlikely that the Pentagon
will be able to begin construction of a facil-
ity to destroy these weapons in the foresee-
able future.

We urge the Administration to weigh in
with conferees to the FY 2003 Defense Au-
thorization bill to include a national secu-
rity waiver of congressionally-imposed con-
ditions on the spending of funds authorized
for chemical weapons elimination under the
Nunn-Lugar program. As the war on ter-
rorism continues we must ensure that ter-
rorists do not intersect with weapons of mass
destruction. Failure to begin destruction of
the chemical weapons arsenal at Shchuchye
would leave these dangerous, highly portable
weapons in an unsafe and insecure location
and vulnerable to proliferation. Construction
could start tomorrow if Congress were to em-
brace the proper policy prescription.

The Administration’s plans to speed up im-
plementation of this important Nunn-Lugar
project cannot coexist with the current Con-
gressional conditions on the program. We
urge you to provide vitally needed leadership
to permit the Pentagon to begin dismantle-
ment efforts. Without strong White House
leadership we fear that progress will again be
stymied and U.S. national security interests
will suffer.

We look forward to discussing this with
you in the near future.

Sincerely,
Richard G. Lugar, U.S. Senator; Joseph

R. Biden Jr., U.S. Senator; Chris
Shays, U.S. Representative; John
Spratt, U.S. Representative; Pete
Domenici, U.S. Senator; Jeff Binga-

man, U.S. Senator; Ellen Taushcher,
U.S. Representative; Bob Graham, U.S.
Senator; Chuck Hagel, U.S. Senator;
Vic Snyder, U.S. Representative.
THE WHITE HOUSE,
Washington, July 30, 2002.
Hon. RICHARD G. LUGAR,
U.S. Senate, Washington, DC.

DEAR SENATOR LUGAR: Thank you for your
letter on the Department of Defense Cooper-
ative Threat Reduction (CTR) program.

The President has repeatedly emphasized
the importance of CTR in his strategy to re-
duce and prevent the proliferation of weap-
ons of mass destruction, delivery means, and
the materials and technology to develop
them. Because of the program’s value to the
nation’s security, the President has asked
the Congress to grant him permanent au-
thority to waive CTR certification require-
ments if he determines that is in the na-
tional interest. We strongly support the
waiver provision in the Senate version of the
FY2003 Defense Authorization bill, and have
urged the conferees to adopt it.

Our serious concerns about Russian chem-
ical and biological weapons activities make
it difficult for the Secretary of State to cer-
tify Russia as eligible for CTR assistance.
Waiver authority will enable the Adminis-
tration both to pursue essential CTR weap-
ons reduction and nonproliferation projects,
and to work with Russia to resolve our con-
cerns about its chemical and biological
weapons activities.

Similarly, we welcome your proposal for a
waiver of the legislative conditions on CTR
assistance to construct a nerve agent de-
struction facility at Shchuch’ye. As you
point out, the small, transportable muni-
tions at Shchuch’ye pose a real proliferation
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risk. The President underscored the impor-
tance of assistance to Russian chemical
weapons destruction in his December speech
at the Citadel and most recently in the G8
Leaders announcement of the Global Part-
nership Against the Spread of Weapons and
Materials of Mass Destruction.

We have been working hard with Russia to
meet the legislative conditions on the
Shchuch’ye project, and have made consider-
able progress. Nevertheless, it may be dif-
ficult to assess with confidence that the in-
formation we have from Russia on its chem-
ical weapons stockpile is full and accurate.
At a minimum, the information-gathering
process will be very time-consuming, but the
proliferation threat gives us no time to
delay. Indeed, the Administration concluded
after its thorough review of nonproliferation
assistance to Russia that the destruction
project at Shchuch’ye should be accelerated.

Therefore, the Administration has urged
the conferees to the FY2003 Defense Author-
ization bill to provide the President the au-
thority to waive the conditions on CTR
chemical weapons destruction assistance, if
he determines that to do so is in the national
interest.

Sincerely,
CONDOLEEZZA RICE,
Assistance to the President for National
Security Affairs.
U.S. SENATOR CARL LEVIN (D-MI) HOLDS

HEARING ON NUCLEAR TREATY WITH RUSSIA,

JULY 25, 2002, SENATE ARMED SERVICES

COMMITTEE, WASHINGTON, DC

LEVIN: My final question. Secretary Rums-
feld, the Cooperative Threat Reduction Pro-
gram is coming to a halt because of the in-
ability to make the necessary certifications.
The Senate bill that’s in conference contains
the legislative authority that the adminis-
tration requested which is permanent au-
thority for the president to grant an annual
wavier of the prerequisites in the Freedom
Support Act and the Cooperative Threat Re-
duction Act. The House bill contains author-
ity to grant waivers for three years. I assume
that you support the administration posi-
tions relative to permanent authority, and
so, I won’t ask you that. But if you disagree
with it, perhaps in your answer to the ques-
tion I’'m going to ask you, you could let me
know that, too. But here’s the issue. The per-
manent authority requested by the adminis-
tration to grant annual waivers of the pre-
requisites to Implementation of the Coopera-
tive Threats Reduction Program does not in-
clude an ability to waive the special pre-
requisites for the Russian chemical weapons
destruction program being carried out under
the CTR program. President Bush said that
not only did he support this important effort
to destroy the Russian chemical weapons de-
struction program, he actually wanted to ac-
celerate it. But there’s no authority to waive
those special prerequisites for the chemical
destruction, then that program is going to be
shut down. Will you be asking for waiver au-
thority for the special prerequisites for the
Russian chemical weapons destruction pro-
gram?

RUMSFELD: The administration either has
or will be asking for that waiver authority
with respect to the chemical weapon destruc-
tion program——

LEVIN: Do you support that request?

RUMSFELD: Indeed, I do.

LEVIN: Thank you. General, you support
that, too?

MYERS: Yes sir.

LEVIN: Thank you very much.

The PRESIDING OFFICER (Mr.
CORZINE). The Senator from Con-
necticut.
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Mr. DODD. Mr. President, I ask unan-
imous consent to be added as a cospon-
sor to the amendment of the distin-
guished Senator.

Mr. LUGAR. I will be delighted.

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

Mr. DODD. Mr. President, I commend
my colleague from Indiana and thank
him and our former colleague, Senator
Nunn, whom he has mentioned on sev-
eral occasions during his remarks this
evening. These two individuals have
made a significant contribution to the
improved environment in which the
world finds itself today, with all of its
problems. Had it not been for the ef-
forts of Senator Nunn and Senator
LUGAR over the years, we would not
find ourselves in the position we are
today to significantly reduce the kinds
of threats the Senator from Indiana
just highlighted in his remarks.

I am confident this amendment will
be overwhelmingly supported. It should
be. My cosponsorship is not a gratu-
itous act, but I want to be identified
with the substance of his remarks and,
more importantly, the substance of
this amendment.

We had some testimony this morn-
ing, in fact, before the Senate Com-
mittee on Foreign Relations in talking
about Iraq. These are very fine hear-
ings that the chairman of the com-
mittee, Senator BIDEN, and Senator
LUGAR have cosponsored to give us a
wonderful opportunity to consider
what options we have with regard to
Iraq.

I do not want to dwell on that except
to point out that Ambassador Butler
this morning, when talking about var-
ious options and what we ought to con-
sider and specifically talking about the
issue of containment and whether we
have exhausted the containment ap-
proach, questioned himself as to
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whether we had. But he said one thing
we need to do, if anything at all, is to
work more closely with Russia because
they could play a very important role.

What the Senator from Indiana is
doing, not only with this amendment
in the short term, is creating at least
the possibility of that cooperation
which may be essential in the months
and years ahead.

It is a staggering statistic. I do not
know if my colleagues were listening
carefully. Over the next 6 years, I pre-
sume working 5 or 6 days a week, 10- or
12-hour days—that is how long it will
take to eliminate this incredible risk.
The idea that we would be prohibited
from doing so because we deny the
President waiver authority because of
an existing parliamentary situation or
treaties that require some prior action
I think would be a great missed oppor-
tunity.

I commend the Senator from Indiana
immensely for his efforts in this re-
gard, and I thank Senator Nunn as well
for his previous work here and his con-
tinuing work. I wish to associate my-
self in this effort. This may be one of
the most important things we will do
in this bill, and I commend the Senator
for offering the amendment.

The PRESIDING OFFICER. The Sen-
ator from Indiana.

Mr. LUGAR. Mr. President, I thank
the distinguished Senator from Con-
necticut for his cosponsorship.

Cosponsoring this amendment are
the chairman of the Foreign Relations
Committee, Mr. BIDEN; Mr. DOMENICI;
Mr. HAGEL; Mr. GRAHAM; Mr. LEVIN,
chairman of the Armed Services Com-
mittee; Mr. DoDD; and I am pleased to
add my colleague from Arizona, Mr.
MCcCAIN.

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

The Senator from Hawaii.
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Mr. INOUYE. We are prepared to ac-
cept this amendment and take it to
conference.

The PRESIDING OFFICER. Is there
further debate on the amendment?

If not, the question is on agreeing to
amendment No. 4435.

The amendment (No. 4435) was agreed
to.

The PRESIDING OFFICER. The Sen-
ator from Arizona.

AMENDMENT NO. 4443

Mr. MCCAIN. Mr. President, I have a
couple of amendments the managers
have accepted, and I have another
amendment that would be the subject
of debate. I send those two amend-
ments that I think are agreed to, to
the desk at this time and ask for their
immediate consideration, either sepa-
rately or en bloc. The first amendment
I would request be called up would be
amendment No. 4443.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Arizona [Mr. MCCAIN]
proposes an amendment numbered 4443.

The amendment is as follows:
(Purpose: To remove the waiting period in

the limitation on use of funds for conver-

sion of the 939th Combat Search and Res-
cue Wing)

Beginning on page 221, line 24, strike ‘60
days after’.

Mr. McCAIN. Mr. President, the first
amendment would remove the report-
ing period required for the positioning
of UH-60s and would allow that the re-
port be submitted at any time. It is
largely technical in nature.

The PRESIDING OFFICER. Is there
further debate on the amendment?

If not, the question is on agreeing to
amendment No. 4443.

The amendment (No. 4443) was agreed
to.

NOTICE

Incomplete record of Senate proceedings. Except for concluding business which follows,
today’s Senate proceedings will be continued in the next issue of the Record.

ORDERS FOR THURSDAY, AUGUST
1, 2002

Mr. REID. Mr. President, I ask unan-
imous consent that when the Senate
completes its business today, it stand
adjourned until 9:30 a.m. tomorrow,
August 1; that on Thursday, following
the prayer and the pledge, the Journal
of proceedings be approved to date;
that the time for the two leaders be re-
served for their use later in the day,
and that the Senate then resume con-
sideration of the conference report to
accompany H.R. 3009, the Andean
Trade Act, with the time until 10:30
a.m. equally divided and controlled be-
tween the proponents and opponents,
with Senator BAUCUS or Senator
GRASSLEY controlling the proponents’
time and Senator DORGAN or his des-

ignee controlling the time in opposi-
tion; that at 10:30 a.m., without further
intervening action or debate, the Sen-
ate proceed to vote on the motion to
invoke cloture on the conference re-
port.

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

———

ADJOURNMENT UNTIL 9:30 A.M.
TOMORROW

Mr. REID. Mr. President, if there is
no further business to come before the
Senate, I ask unanimous consent that
the Senate stand in adjournment under
the previous order.

There being no objection, the Senate,
at 8:27 p.m., adjourned until Thursday,
August 1, 2002, at 9:30 a.m.

NOMINATIONS

Executive nominations received by
the Senate July 31, 2002:
INTERNATIONAL MONETARY FUND
NANCY P. JACKLIN, OF NEW YORK, TO BE UNITED
STATES EXECUTIVE DIRECTOR OF THE INTERNATIONAL

MONETARY FUND FOR A TERM OF TWO YEARS, VICE
RANDAL QUARLES, RESIGNED.

BROADCASTING BOARD OF GOVERNORS

D. JEFFREY HIRSCHBERG, OF WISCONSIN, TO BE A
MEMBER OF THE BROADCASTING BOARD OF GOVERNORS
FOR A TERM EXPIRING AUGUST 13, 2004, VICE MARC B.
NATHANSON, TERM EXPIRED.

IN THE ARMY

THE FOLLOWING NAMED OFFICER FOR APPOINTMENT
IN THE RESERVE OF THE ARMY TO THE GRADE INDI-
CATED UNDER TITLE 10, U.S.C., SECTION 12203:

To Be Major General Brig. Gen.
TIMOTHY M. HAAKE, 0000
IN THE AIR FORCE

THE FOLLOWING NAMED OFFICERS FOR APPOINTMENT
TO THE GRADE INDICATED IN THE UNITED STATES AIR
FORCE AND FOR REGULAR APPOINTMENT (IDENTIFIED
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