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service costs over the life of the pro-
gram. The Senate Budget Committee,
through its own analysis, also con-
cludes that taxpayers will have to fi-
nance a significant amount of the
fund’s debt service. Contributions to
the fund will occur over a 30-year pe-
riod, but most of the claims are ex-
pected in the early years of the pro-
gram. That is what the borrowing is all
about.

I have spoken to Karl Rove, one of
the President’s top men. He is talking
about setting up some kind of a task
force made up of Members of Congress
and others to look at the huge costs
that are out there. They are getting
higher every day.

We will have a vote in the next few
weeks on increasing the debt ceiling
from $8.2 trillion to—I don’t know how
high the administration wants it
raised. If people are concerned about
the deficit, they have to look at this
bill before the Senate, this asbestos
bill. Other experts believe it is on even
less solid fiscal footing than CBO. For
instance, the Bates White economic
consulting firm has concluded the pro-
gram will cost as much as $600 billion
or more. This is not some front by the
asbestos lawyers. It amended its anal-
ysis and found another $90 billion error
in CBO’s analysis because the CBO un-
derestimated the number of cancer vic-
tims who will likely file claims.

The pending question on this bill is a
long-term spending budget point of
order by Senator ENSIGN, my colleague
from Nevada. The 2006 budget resolu-
tion prohibits any net increase in di-
rect spending in excess of $56 billion in
any of the four 10-year periods from
2016 through 2055. Based on its own es-
timates, which are inadequate, the
CBO concluded that enacting the asbes-
tos bill would violate that spending
prohibition.

In the substitute bill, the bill’s spon-
sors attempted to cure these budgetary
concerns and assured this body that
there will be no Federal borrowing.
Their efforts failed. First, the sub-
stitute contained new language that
the bill: is not intended to increase the
deficit or impose any burden on the
taxpayer.

Stating the intention, however, can-
not erase the effects of this bill. The
bill will increase an entitlement for as-
bestos victims and has obligated the
Federal Government to provide com-
pensation to those victims. Through-
out the fund’s existence, the Federal
Government is obligated to pay regard-
less of the actual amounts raised for
the fund through company contribu-
tions, and this contributions remains
so long as the fund is operational.

Last week I gave the example of 4
companies, each an American company
over 100 years old. They will all go
bankrupt if this bill passes. One is an
engineering/consulting firm. One
makes wire. They will go out of busi-
ness. Right now, they have taken care
of their asbestos claims. They, like a
lot of businesses, purchased insurance.

CONGRESSIONAL RECORD — SENATE

One of the companies pays nothing,
zero, for asbestos claims. If this bill
passes, they will pay $19.5 million a
year. They cannot do it. They will go
broke. It is unfair. Based on the timing
issues and expected shortfalls discussed
above, taxpayers most certainly will
shoulder some of the costs related to
this fund.

The managers’ substitute bill pro-
vides that in assessing whether there
are sufficient moneys in the trust fund
to continue paying out the claims, the
administrator of the fund can only con-
sider nontaxpayer resources, but these
funds include funds borrowed from the
taxpayer. If anything, this language in-
creases the likelihood that the trust
fund administrator will be forced to
use taxpayer dollars to finance the
fund.

Let’s be realistic about this. Black
lung was supposed to cost $3 billion; it
is now up to $41 billion. Once these pro-
grams start, these entitlement pro-
grams, Congress does not cut them off.
Despite the bill’s sponsors’ best efforts,
the bill continues to have enormous fi-
nancial implications for the Federal
Government and the American tax-
payers. Federal spending on asbestos
claims facilitated by this bill will vio-
late the 2006 budget resolution and re-
quire borrowing of taxpayer dollars in
order to function.

Again, the budget point of order is
valid and should be sustained. But if
the point of order is sustained, that
will not be the end of the asbestos de-
bate. We need to do something. I have
stated now, today, for the third time, I
am committed to work with Senator
CORNYN, and Senator DURBIN is my des-
ignee to work with him to come up
with an approach that will allow these
asbestos cases that are bad to get out
of the system. We can move forward on
this issue. But the pending bill is not
the way to do it. It is a bad bill, and in
light of the serious budget problems we
are having in the country, with an $8.2
trillion debt ceiling about to be vio-
lated, it is important that we get this
bill off the floor and do other things.
One of the things we will continue to
do is, this year, work on the asbestos
litigation problem.

————
RESERVATION OF LEADER TIME

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
leadership time is reserved.

———

TAX RELIEF EXTENSION
RECONCILIATION ACT OF 2005

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Chair lays before the Senate the House
message to accompany H.R. 4297.

The Acting President pro tempore
laid before the Senate a message from
the House of Representatives dis-
agreeing to the amendment of the Sen-
ate to the bill (H.R. 4297) entitled ‘“‘An
Act to provide for reconciliation pursu-
ant to section 201(b) of the concurrent
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resolution on the budget for fiscal year
2006, and asks a conference with the
Senate on the disagreeing votes of the
two Houses thereon.

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Senate insists on its amendment and
agrees to the request of the House for
a conference.

Who yields time?

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

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

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

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

Mr. LOTT. Mr. President, I yield my-
self such time as I may consume off of
the time that has been designated on
the pending issue.

The ACTING PRESIDENT pro tem-
pore. The Senator is recognized.

Mr. LOTT. Mr. President, it is Mon-
day at noon and I think the people’s
business needs to be attended to sooner
rather than later, in the daylight rath-
er than at night, so I rise to point out
my concern that the Senate continues
to fiddle while Rome burns. I have no
idea why there is a justification for up
to 10 hours of debate and multiple mo-
tions to instruct on this tax reconcili-
ation. We have been through this al-
ready multiple times. This convoluted
procedure is, in my opinion, very
unhelpful for the legislative process
and for the relationship between the
two sides of the aisle. There is no need
for this. The Senate has voted twice al-
ready on this and 66 Senators are for
this bill—or 68, 66 and 68. Go back and
look at the RECORD. So we are going to
go to conference.

We can’t let these motions to in-
struct prevail. By the way, they are
outrageously ridiculous, anyway. No-
body pays any attention to that. I hope
to be a conferee. Do you think I am
going to pay any attention to any mo-
tions to instruct me? Baloney.

The Senate leadership that is respon-
sible for the way we do our business
and the way we appear to the American
people needs to get a grip on this situa-
tion. The very idea that there would be
even 3 motions to instruct, let alone 8,
9, 10—we have to stop this. We have had
our chance to make our speeches. We
don’t need to eat up 3, 5, 10 hours of de-
bate on this bill. What in the heck are
we going to say? Are we going to talk
about the snow event this weekend?
Nobody is going to be snowed by what
is going on here. This is delay and ob-
struction. We need to find a way to get
over this. I realize Senators have their
rights to have motions to instruct. But
how can we move this process forward?

That leads me to my next point, in
terms of fiddling while there is a prob-
lem that is getting worse. If you talk
to the American people, an awful 1ot of
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people are concerned about the future
and their retirements. Will the retire-
ment benefits be available to them and
to their children? Will they be there
when they need them? Will they be
portable? We need pension reform. We
need certainty in pensions. People need
to know what the law is going to be.
We need to know it is going to be actu-
arially sound. How are we going to pay
for all these benefits people are expect-
ing in their pensions when they retire?

Of course, an important part of this
pension bill is what are we going to do
about aviation pensions? Airlines are
having a difficult time. They are tee-
tering in the balance. At least a couple
of them are prepared, if they have to,
to enter into bankruptcy and walk
away from their pensions. But they
don’t want to. They want to do the
right thing. They don’t want the tax-
payers to be saddled with these pen-
sions that airlines unfortunately quite
often agreed to in the past. They want
some way to make sure those pensions
are protected.

I urge my colleagues on both sides of
the aisle, and the leadership, to find a
way to move forward, to appoint con-
ferees on the pension bill, so we can
step up to this issue that worries peo-
ple. Why should it take days or weeks
to appoint conferees on a bill that is
broadly supported, is going to be bipar-
tisan, and is important to the working
men and women of America?

I know there is a lot that goes on in
making these appointments. You have
to decide on the numbers and you have
a lot of Senators who would like to be
conferees. But I plead with our leader-
ship to find a way to get the conferees
appointed—not tomorrow, not Wednes-
day—today, because we are fiddling
while people’s pensions are burning. It
concerns me.

I am glad to be here. I am here. I am
perfectly willing to be a pain in
everybody’s neck as the day and the
week progresses so we can find a way
to get to a conclusion on two con-
ference issues. These are issues we can
get into in conference. These are issues
on which we can get a result.

I urge our leadership to find a way to
appoint these conferees as soon as pos-
sible on the pension bill and to get into
conference on the tax bill.

I yield the floor.

Mr. REID. Mr. President, first, I
agree we should be moving forward on
the pension conference. It is very im-
portant. We are ready to do that.

I would also suggest that this budget
reconciliation could already have been
finished. We over here didn’t choose
what the majority leader brought to
the floor. Instead of bringing to the
floor the conference report dealing
with taxes, he decided to bring asbes-
tos, a bill that wasn’t ready to come to
the floor. We were ready to move on
this any time last week.

I say to my friend, the distinguished
Senator from Mississippi, whom I have
so enjoyed working with over the
years, if we were truly trying to delay
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this legislation, we could do that.
Under the rules, which I think should
be changed, instead of having the 8 mo-
tions to instruct which we have, we
could have 80 or 800. The rule is not
good. We need to change this whole
budget setup.

Again, if this legislation had been
brought to the floor last week rather
than the asbestos legislation, we could
have finished it.

Also, I think we have been fairly di-
rect in our amendments which we have
on the conference report. They are not
on subjects that are outside of the
scope of this bill. We have one, which
will be a motion to instruct, to not
raise the debt ceiling. There will be an-
other one regarding the need to replen-
ish the military—which all experts say
is $50 billion—and replace vehicles and
other such things because of the war in
Iraq; both Guard and Reserve, $50 bil-
lion; to take some of the tax cuts and
give it to our military; and the same
with veterans health benefits. There is
a very important amendment dealing
with energy to help make us a little
more energy independent.

I am not going to go through all of
the motions to instruct other than to
say they are important, and also,
frankly, we haven’t been much of a
participant in the conference, anyway.
We might as well give the conferees
some idea of what we are thinking
since they do not invite us to the meet-
ings.

I agree with the Senator from Mis-
sissippi; it is important that the budg-
et process be changed. I think it is
right—if we had wanted to, we could
stop this thing from ever moving for-
ward. Rather than spending a few hours
on it, we could spend weeks on it. That
would be wrong.

I hope we can have a bipartisan group
of Senators take a look at how we can
change this whole budget process in
the Senate. It is subject to a lot of
abuse, no matter who is in power.

I suggest that on our motions to in-
struct we are willing to move forward
on those quickly. We complained about
the 8 o’clock votes. We are willing to
finish the votes tomorrow, but it will
take a little bit of time.

Further, it is my understanding that
maybe the Republicans have some
amendments they want to offer. We
have eight. I don’t see our side having
more. Under the rule we could have
more, but I think that would be all.

I look forward to working with my
friend from Mississippi to make sure
we can move forward on this legisla-
tion, particularly the pension reform,
which is so important to the country.

The ACTING PRESIDENT pro tem-
pore. The Senator from Iowa.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that all quorum
calls which we might have on the pend-
ing issue be equally charged to both
sides.

The ACTING PRESIDENT pro tem-
pore. Is there objection?

Without objection, it is so ordered.
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Mr. GRASSLEY. Mr. President, ear-
lier this month we began and finished
the second floor debate on the tax re-
lief reconciliation bill. At that time, I
spoke in recognition of Groundhog Day
because it was just around the corner.
I have next to me that portrait of
Punxsutawney Phil. Phil is the ground-
hog.

In thinking of Phil and his unique
form of weather reporting, I thought
about that popular film entitled
“Groundhog Day’’ starring Bill Murray
in which a man relives the same day,
Groundhog Day, over and over again.
This film has taken on even greater
significance for me as I seem to be in a
similar situation for the third time.
More than just the sense of deja vu, I
feel as though I am reliving a couple of
past experiences, and before these sev-
eral votes tonight or tomorrow, I think
everybody will agree with me.

I have before you another chart. The
chart shows a scene from the Bill Mur-
ray movie ‘‘Groundhog Day.” From
this movie is a picture of Phil, the
groundhog, driving the car and Bill
Murray is there with him. Bill Murray
is in this case the copilot. Phil is driv-
ing the car. You see Phil with his paws
on the steering wheel, and you see the
copilot seated behind him.

As I said just now, I feel like the Bill
Murray character in the movie. It
seems we are reliving the same events
over and over again. We are going
through the same debates over and
over again.

For those who watch C-SPAN regu-
larly—probably not too many Ameri-
cans—they know what I am talking
about because it was 2 weeks ago we
were debating the tax reconciliation
bill, the same tax reconciliation bill we
were debating back in November, and
the same debate we had a couple of
weeks ago.

I will summarize the floor process we
have been going through on this bill.

At 11:08 a.m. on Wednesday, February
1, 2006, I opened the second Senate floor
debate on this bill. The rollcall vote on
final passage occurred at 9:42 p.m. on
Thursday, Groundhog Day, 2006. All the
time permitted for debate under rec-
onciliation—20 hours—was used in the
second floor debate—again, Groundhog
Day.

Three Senators were not here for the
final vote. There was a total of eight
rollcall votes that day, including the
vote on final passage.

You will recall that, as I said, this
was the second time. I hope you will re-
call I said then that we actually had
debate earlier in November on the very
same bill. The very same bill is this
bill right here, S. 2020, the Tax Rec-
onciliation Act.

We started that debate at 3:35 p.m. on
Wednesday, November 16, 2005. For 20
hours on Wednesday, Thursday, and
into Friday we debated this bill, S.
2020. A total of 80 amendments was
filed, and 7 of those amendments were
agreed to. The liveliness of the legisla-
tion culminated in 18 rollcall votes.
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The final vote on passage came at 12:05
in the morning of Friday, the 18th of
November, 2005. According to the Sec-
retary of the Senate, 97 of us were
there for that vote. I must not be the
only one who is reliving this experience
of Groundhog Day over and over again.

There is one Senator whom I can’t
speak for, so I have to clarify that the
new Senator, Senator MENENDEZ, was
not a Senator during the first debate
back in November. He has been ap-
pointed to the Senate since then. He
was here for the second debate because
he joined the Senate after the first bill
passed. Maybe the second debate would
not be old hat to him, but for the other
99 Senators it would be more or less old
hat.

Here are the two bills. Technically,
right now we are on the House bill,
H.R. 4297, but between these two publi-
cations, I guess it would be fair to say
they are 95 percent the same.

This bill, S. 2020, was first debated in
November last year and passed then as
the Tax Relief Act of 2005. The Senate
passed the second bill, after we amend-
ed the provisions of this to it, as H.R.
4297. The first bill, S. 2020, is 417 pages
long, and the second bill, H.R. 4297, as
amended, is 363 pages long. The bills
are very close to the same length.
What happened in between was between
November and February, the Senate re-
moved the Hurricane Katrina provi-
sions and interest suspension provision
because those proposals became law in
a separate piece of legislation in No-
vember 2005. Removing the Katrina
provisions and the interest suspension
provision accounted for a reduction of
63 pages from this bill. The five amend-
ments agreed to during the second
floor debate added 14 pages to H.R 4297.

Again, except for those five amend-
ments that were put in, plus the
Katrina provisions taken out, most all
of this bill is pretty much the same.

So why are we debating this for a
third time, November of last year, 3
days, 2 days this year, on February 1
and February 2, and now back here
again this very day, February 13?

My point is these two bills are vir-
tually the same. The Senate basically
debated the same popular, bipartisan
bill twice, and we are going through
another one of these purposeless delays
at the insistence of the Democratic
leadership again today, and it may
take much more than 1 day.

As we consider what they are going
to offer—we refer to them as motions
to instruct the conferees—to the bill,
we are going to go to conference on
H.R. 4297 to work out the differences
between the House and Senate. I have
to ask my colleagues: Why are we still
doing this? Didn’t we already go
through this exercise? Shouldn’t we be
finished with the Senate debate? For
me, the answer to those questions is
there is no reason to be here. All you
have to do is in 5 seconds appoint con-
ferees and get to work ironing out the
differences between the House and the
Senate.
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Without a doubt, we have gone
through this exercise twice. When is
debate on the same subject enough for
the Senate? In the face of the mul-
titude of other important issues this
body needs to deal with, does the
Democratic leadership want to reenact
recent debates and resuscitate old talk-
ing points? The tax reconciliation bill
already passed with the support of 64 of
us the first time. The second time we
passed this bill, the bill garnered the
support of 68 Members. Included in the
first count were 15 Democrats. I am
pleased we picked up two more Demo-
crats the second time we debated the
bill. Maybe if we keep up this exercise
enough times, we will have a bill that
will get 100 Senators for it.

What is the purpose of that? If we do
that, we will not be passing this bill in
the year 2006; we will be passing this
bill in the year 2007. Do not think that
the millions of taxpayers expecting us
to act would be very happy about run-
ning the Senate through that many
Groundhog Days. Even Phil, the
groundhog, might even be a bit irri-
tated. Phil, wouldn’t you be irritated if
you had to go through all of this?

This legislation is extremely impor-
tant. We will debate it as long as nec-
essary. I question the mnecessity of
going through a process that resulted
in bipartisan passage of the same bill
almost 3 months ago. We often think
bipartisanship is when we get to 60.
You are lucky to get to 60. That is
what you have to do in the Senate to
get anything done. To get to 64 or 68 is
almost a landslide in the Senate. Why
the continued debate? I doubt if the
people who are stalling this want to
continue the debate long enough to
convince even more Democrats to vote
for this bill. I don’t think that is their
motive.

That is my first point. This is a very
curious exercise. It is an exercise with
no apparent purpose other than delay.
Is the delay on the part of the Demo-
cratic leadership important? The an-
swer is, yes. Ask American tax-paying
families and you will get an answer,
but you get a different answer. The an-
swer is, yes, if you are 1 of 20 million
families waiting for certainty that you
are not caught in the clutches of the
alternative minimum tax with which
this bill deals.

We hear a lot of talk about the alter-
native minimum tax. We will hear
about it in the debate over the next few
hours. This bill does something about
the AMT. It holds harmless 20 million
Americans so they will not be hit by a
tax that they were never supposed to
pay in the first place.

I will use some charts that describe
different provisions of this legislation
and how it affects the constituents of
each of the Senators, on a State-by-
State basis. The data is from the Inter-
nal Revenue Service. It is the latest
available in terms of State-by-State
impact. The data comes from the year
2003, so it understates the tax problems
of citizens in the various States for
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taxes in the year 2006. I apologize for
not having more up-to-date informa-
tion. I suggest to people who are con-
sidering the figures on the charts to
more than double the figures; that will
be a rough State-by-State idea.

We will look at a chart dealing with
the alternative minimum tax. This tax
will hit 20 million Americans if we do
not pass this legislation. It is not on
the taxes they will file for 2005 because
we are talking about income earned
during the year 2006. They will be hit
by the alternative minimum tax 12
months from now, when people file
their taxes, if we do not pass this legis-
lation.

When you start a tax year, you ought
to have some idea what the tax laws
are going to be for the next 12 months
and into the future. That is why this
legislation should have been passed in
conference last fall to get a permanent
law so people earning money on Janu-
ary 2, 2006, would know they would not
be hit by the alternative minimum tax.

The basis of the bill the Senate
passed and the bill that is once again
before the Senate is an extension of the
AMT hold harmless, so that no addi-
tional number of people will be hit by
the alternative minimum tax. Every
Member who is participating in this de-
liberate strategy of delaying our entry
to conference to work out the dif-
ference between the House and the Sen-
ate is delaying the certainty these mil-
lions of American families deserve.
Again, it affected 8 million in 2003.
That figure now is 20 million in 2006.
For my State of Iowa, it is 65,000 tax-
payers. It is probably tens of thousands
more now. In Nevada, there are 68,000,
with a lot more than 68,000 being hit in
2006.

Those are the facts on the alter-
native minimum tax. Look it up in the
Internal Revenue Code. The AMT relief
provisions expired December 31, 2005. I
ask my friends and the Democratic
leadership to look at the calendar: 1%
months have passed, and the alter-
native minimum tax hold harmless has
not been extended to prevent 20 million
Americans from being hit by a tax on
income earned in 2006; earning the
same income in 2005, they would not
have had to pay that tax. The AMT
hold-harmless provisions are the cor-
nerstone of this legislation. It is the
cornerstone of a bill that the Demo-
cratic leadership is delaying. I don’t
want to hear people talk about the al-
ternative minimum tax problem and at
the same time delay real action to help
those millions of tax-paying families. I
suggest we may hear that.

This bill also includes another provi-
sion, broadly popular and broadly ap-
plicable in its tax benefits. I will talk
about them beyond the alternative
minimum tax.

This chart shows deductibility of col-
lege tuition, first inaugurated in the
tax bill of 2001. This is a benefit for
families who send their kids to college.
By definition, this benefit goes to mid-
dle-income families. A lot of these fam-
ilies are not low income so their kids
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possibly do not qualify for Pell grants.
They are not high income either. All
they have to do is have mom and dad
write out a check, and they go to col-
lege. These are families that get the
full benefit of the deduction if they
make up to $65,000 as a single person or
up to $130,000 as a couple.

The reason I say it is conservated on
the middle income is because above
those figures the benefit phases out. A
lot of these families are paying signifi-
cant Federal, State, and local taxes,
and they get no help in defraying the
high costs of their kids’ college tuition.
This tax deduction provides help for
these hard-pressed, middle-income fam-
ilies with a benefit and furthers a very
important national goal that we try to
give attention to, the support for high-
er education. This deduction runs out
at the end of this year, 2006. These fam-
ilies next year will face tax increases if
we do not act on this bill. We ought to
act on it now, although it does not
phase out until the end of this year.
During the spring, people anticipate
their capability of sending their kids to
college. If they cannot count on this,
they have to dig up money someplace
else for their kids to start college in
September, which carries over into
2007.

The chart before the Senate shows
the number of families, on a State-by-
State basis, that benefit from this de-
duction. I emphasize that these are 2003
figures. I don’t know exactly how much
more we increase them because we are
now in 2006, but it would be significant.
In Iowa, more than 37,000 families are
affected by this legislation, 37,000 in
Iowa who do not know for sure if the
tax deduction will be available when
their kids go to college next year.

Now I will pick out another State.
Nevada has 25,000 families. If we do not
pass this legislation, 25,000 families
will not know whether their kids are
going to get the advantage of this tax
for the next school year.

It seems to me the perpetuation of
support for higher education, particu-
larly for middle-income families, that
their families cannot qualify for Pell
grants, we ought to be reenacting this
legislation now so these families can
plan on sending their kids to college
next September.

Another benefit addressed in this bill
is the small savers credit. This gets
back to the problem we are always
talking about, that Americans are not
saving enough. Lower income people,
spending most of their disposable in-
come on the necessities of life, do not
have money left over to save. They
may not have an ethic to save.
Through the Tax Code, we try to give
incentive to save and some help to
save. This happens to be the tax credit
for low-income people to save through
an individual retirement account or a
pension plan. Saving money is impor-
tant. We all want all Americans to be
part of the effort to save for the future.

This chart shows the number of low-
income savers who benefit from this
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bill, on a State-by-State basis, from
the small savers tax credit. Again,
more than 5.5 million people take ad-
vantage of this. How many more for
the 2006 figures, I don’t know, but in
Iowa 95,000 people take advantage of
saving money through the small savers
tax credit. And I will also take Nevada:
36,000, almost 37,000 people 3 years ago
were saving through this program.
That needs to be reenacted or there
will not be incentive to save.

The bill before the Senate also ex-
tends another needed tax deduction.
This is for teachers who buy their own
supplies for their students. This provi-
sion was developed by Senators WAR-
NER and COLLINS. It makes whole
teachers who go that extra mile to pay
out of their own pocket classroom ex-
penses. Who is going to argue with a
devoted teacher whose school district
does not provide enough supply if she
wants to spend out of her own salary,
his or her own salary, to buy supplies?
That proves the dedication of our
teachers.

I will point to the number of teachers
included on the chart, on a State-by-
State basis, who take advantage of this
deduction. This deduction needs to be
reenacted for these teachers to have
the certainty that money they will
spend today will be deductible from the
taxes they file 12 months from now.
Again, in my State of Iowa, almost
34,000 Towa teachers benefit from this.
Another State we could look at would
be Nevada, where 22,000 families ben-
efit.

Is there any reason this help to
teachers—who are good teachers but
want to make better use of their tal-
ent, to make sure their students have
adequate supplies—why that should
not be reenacted, and why, this very
day, in classrooms across America,
teachers have to be worrying about
whether they are going to have this
benefit to reimburse them for going
that extra mile?

Now, there is another item in this
bill which is very popular which I do
not have shown on a chart. But this
bill extends what we call small busi-
ness expensing, so that anything which
is depreciable, on an increased amount
of money of up to $100,000, can be ex-
pensed in 1 year rather than spreading
it out over a period of 5 to 10 years.
Many small businesses use this benefit
to buy equipment on an efficient, after-
tax basis.

This is very good for small business.
Small business creates 70 to 80 percent
of the new jobs in America. So it is a
job-creation tax incentive. It is good,
then, for workers in these small busi-
nesses. Obviously, if you employ more
people, you end up with greater eco-
nomic growth for our entire country.

The final chart I have deals with the
tax deductibility of the State and local
sales tax deduction. This applies to the
States of Alaska, Florida, Nevada,
South Dakota, Tennessee, Texas,
Washington, and Wyoming.

This bill helps 12.3 million taxpayers
in your States. Tennessee is one of
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these States. It is the home State of
our majority leader. He has worked
hard to get this bill to the floor. For
the third time now, our majority lead-
er, Senator BILL FRIST, has worked
hard to move this bill into conference.
I want the good people of Tennessee to
know that.

Now, another State that could ben-
efit when we get this passed is Nevada,
the home State of our Democratic
leader. Unfortunately, this bill is going
through another process of holding it
up for another day of debate, meaning
the people in these States who have de-
ductibility of their State taxes do not
know whether, come 12 months from
now when they are filing their income
tax on income earned in 2006, it will be
deductible.

So I would ask them to focus on the
taxpayers of these respective States. I
still hold out hope that the Democrat
leadership will see the light. I hope
they will work with me to guarantee
that the folks in their States will be
able to deduct their sales taxes this
year. This is the third time, then, this
bill has been delayed.

This is a bipartisan bill with a bipar-
tisan consensus. This needs to pass.
Maybe the third time will be a charm.
Maybe we will finally get this bipar-
tisan bill to conference because you do
not get bills to conference around here
that are not bipartisan because when
you only have 55 Republicans in the
Senate, there is no way, even when all
of us vote alike—and we do not vote
alike—we can move a bill to con-
ference. So it has to be bipartisan. You
have to have Democratic support. So in
this particular instance, we have 15, 16,
17, roughly, of the Democrats voting
for it.

Every Senator ought to help us pass
this bill because of the provisions I just
went through on these charts which are
included in the bill. But there are also
other reasons for supporting this bill.

Our bill addresses expiring business
and individual provisions that are
known as extenders. These provisions
include items such as the research and
development tax credit and the work
opportunity tax credit. This bill also
includes many of the charitable incen-
tives introduced in what we call by the
acronym the CARE Act and which pro-
visions have previously passed the Fi-
nance Committee and passed the entire
Senate.

In this regard, in regard to the CARE
Act, in regard to the R&D credit, I
have to give particular applause to
Senators SANTORUM and BAUCUS in
working with me to balance these in-
centives with several of the much-
needed reforms that are supported by
the charitable sector, the Treasury De-
partment, the IRS, and donors and tax-
payers to make sure charitable giving
is not abused.

Last, but not least, this bill contains
loophole closers and tax shelter-fight-
ing provisions that raise revenue.

This bill is bipartisan.
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I thank my friend and working part-
ner and ranking member, Senator BAU-
cus, for his cooperation. He and I were
not always partners on this bill, at
least in the beginning, but we teamed
up in the Finance Committee. We
teamed up in the first Groundhog Day
floor debate. We teamed up in the sec-
ond Groundhog Day debate. I look for-
ward to working with him today and
hope we can team up in the conference
working out the differences between
the House and the Senate. As always,
his cooperation and, in tense times, his
good humor make a big difference in
this body.

Let me also thank those Democratic
Senators who joined us in this bipar-
tisan effort on our first floor journey.
Most of them repeated through the sec-
ond time on February 1 and 2 of this
year. I ask them to help me persuade
their leaders to let this bill proceed. I
ask them to ask their leaders to focus
on taking care of tax legislative busi-
ness, bringing certainty to the tax pol-
icy of this country for the benefit of
our taxpayers and the benefit of invest-
ment because investment creates jobs.
I ask that the political games be cut
out. I ask that we roll up our sleeves
and get down to the people’s business.

I suggest the absence of a quorum.

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll.

The bill clerk proceeded to call the
roll.

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

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

MOTION TO INSTRUCT CONFEREES

Mr. KENNEDY. Mr. President, I send
to the desk a motion to instruct con-
ferees and ask for its immediate con-
sideration.

The ACTING PRESIDENT pro tem-
pore. The clerk will report the motion.

The bill clerk read as follows:

Mr. KENNEDY moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendments to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to reject the extension of the capital gains
and dividends rate reduction contained in
section 203 of the bill as passed by the House
of Representatives.

Mr. KENNEDY. Mr. President, Amer-
icans are wondering what has happened
to their Government. They are working
hard to raise strong families and to
live the American dream. But with
each passing day, they find the Amer-
ican dream farther and farther out of
reach as they juggle just to make ends
meet. Over the past 5 years, the cost of
health insurance has jumped 73 per-
cent. Gasoline is up 74 percent; college
tuition, 45 percent; housing, 44 percent.
The list goes on and on and up and up.

Working families do not ask for
much. Low- and middle-income fami-
lies are doing their part. But they
could use a little fair play from their
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Government as they are facing such
hard times.

But that is not what is going on in
Washington today. Again and again
and again, under this Republican Presi-
dent and this Republican Congress,
they have seen trillions of their tax
dollars given away in tax breaks to the
wealthy and to corporations while the
rest of America is asked to sacrifice.
And this bill and the budget President
Bush sent to Congress last week are
yet another example.

The House version of the bill before
us provides tax breaks on capital gains
and dividend income that will take $50
billion over the next 10 years and give
it to people who are already wealthy.
At the same time, the President’s
budget cuts almost $50 billion from
Medicare and Medicaid for the next 5
years, harming health care for our sen-
iors, for the disabled, and for the poor.
And it robs key funds from other
health priorities as well.

Those are the wrong priorities for
America, and the motion I offer today
gives the Senate a chance to set things
right. My motion says it is wrong to
give away $560 billion in tax breaks for
the wealthy while cutting $50 billion
from Medicare, Medicaid, and other
health care needs.

If we are honest about reducing the
deficit and strengthening the economy,
we need to stop lavishing tax breaks on
the rich and start investing in the
health and well-being of all families.
Nowhere is the crisis facing working
families more apparent than in health
care.

Overall costs are soaring. Families
have been losing their health insurance
at the rate of 4,000 people per day—per
day—since President Bush was elected.
Close to 2 million Americans in 2001
were involved in medical bankruptcy—
an increase of 2,200 percent from 1981.
Around 50 percent of all bankruptcies
in America today are caused, at least
in part, by illness or medical debts, and
of those, 60 percent were caused by
high medical bills. High drug costs
were responsible for half. Most in-
volved had some health insurance but
suffered from coverage gaps. Out-of-
pocket medical costs averaged $11,854.
For cancer patients, out-of-pocket
costs averaged $35,878.

These are not people trying to game
the system. In the 2 years before filing
for medical bankruptcy, 22 percent of
filing families went without food, 30
percent had a utility shut off, 50 per-
cent failed to fill a doctor’s prescrip-
tion, and 61 percent went without need-
ed medical care.

Let’s look especially at what Repub-
licans are doing to Medicaid and Medi-
care. The Medicaid Program is key to
promoting a real culture of life in
America. A third of all mothers giving
birth receive their care through Med-
icaid. The Medicaid Program provides
the prenatal and pediatric care their
children need to be healthy. The Med-
icaid Program is our statement that we
will do everything we can to help
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women bring their babies to term and
give them the health care they need as
they grow up. That is the way it should
be in a true culture of life.

But rather than stand by women in
their time of need, Republicans are
abandoning this culture-of-life pro-
gram. Mere hours after the President
had declared in the State of the Union
Address that the Government would
meet its responsibility to provide
health care for the poor and the elder-
ly, the House of Representatives sent
to the White House a bill to impose
draconian cuts on the Medicaid Pro-
gram.

Did the President stand up for this
culture of life program and veto the
House bill? No. He signed it. According
to the Congressional Budget Office,
under the Republican Medicaid bill, the
poor and the disabled, those with men-
tal illness, will lose: 45,000 enrollees
will lose coverage over 5 years; 65,000
enrollees will lose coverage over 10
years; 60 percent of those losing cov-
erage will be children; 13 million of the
poorest Americans will have to pay
more for prescriptions by 2010; and 20
million will have to pay more by 2015.

You may ask where we get these
numbers; do they represent what is
going to happen? All you have to do is
look at the examples. It is already hap-
pening in States across the country. In
Maryland, a quarter of the families
subject to increased premiums disen-
rolled, and those premium increases
were extremely modest. In Oregon,
higher costs caused disenrollment, and
67 percent of those who disenrolled be-
came uninsured. The list goes on. In
Rhode Island, nearly one in five fami-
lies subject to the new premiums lost
coverage. In Vermont, 11 percent
disenrolled for nonpayment 1 month
after the premiums increased. This is
what is happening. This is an attempt
to destroy the Medicare and Medicaid
systems, make no mistake about it.

Not satisfied with the cuts in Med-
icaid already enacted, the President’s
budget proposes another $14 billion in
reductions in the program that meets
the health needs of the poorest Ameri-
cans. Some will try to say this does not
have any effect on a family’s health,
but the facts say otherwise. When co-
payments rise for the poorest, health
declines. This chart reflects a study of
the Journal of the American Medical
Association. It shows that increased
copayments for medication for poor
families caused an 88-percent increase
in adverse events. This is from a study
by the American Medical Association.
The reference is printed in JAMA, the
Journal of the American Medical Asso-
ciation. This is what happens with
copays: a dramatic increase in serious
adverse events. You almost have a dou-
bling of adverse events when individ-
uals have a nominal copay of $2 to $3.

Look at what happens in this chart:
A T8-percent increase in emergency
room visits when a copay is required.
This represents emergency visits with
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no copay, and this is with a nominal
copay. With $3 to $4 for the copay, we
see a significant increase in emergency
visits.

What is the result? It is going to cost
the system a great deal more money.
This is dollar foolish and, from a
health point, a disaster for individuals
adversely impacted. It will fall on the
States and local communities to pay
for this. It is a transfer of obligation.
The people who will get hurt are going
to be those who have the potential for
an adverse event or who need prescrip-
tion drugs in order to prevent a disease
from continuing to disable them.

This debate isn’t about statistics. It
is about the real harm these severe
cutbacks will do to the most vulner-
able Americans. A single mother with
two children who makes $8 an hour
currently pays $3 when she visits the
doctor, and she does not have any cost
sharing when her children go to the pe-
diatrician. Under the new law, when
her child goes to the pediatrician with
an ear infection, she may be charged
$20. When she goes to a doctor for
treatment and tests for diabetes, she
will be charged $50, and she will have
to pay as much as $832 a year. That is
what you are going to get as a result of
Medicaid cuts, as the chart before
showed us. A single mother with two
children earning $25,000 a year now
pays no premiums or cost sharing for
her children’s medical care and pays $3
copayments for herself under the exist-
ing system. Under the new law, she will
now be charged monthly premiums for
Medicaid coverage for herself and her
children. Even if she manages to pay
the premiums, she may now have to
pay $40 for a pediatric visit. And she
will have to pay as much as $1,250 for
Medicaid.

This is the wonderful Republican sce-
nario. We’ve had no increase in the
minimum wage; it has been 9 years and
no increase in the minimum wage. And
we are going to put more pressure on
that mother, who is making $25,000 and
has two children, for her family’s
health care. Why? Because we want
some $50 billion more in tax breaks for
the wealthiest individuals. That is
what this is all about. Being in the
Senate is a question of voting on prior-
ities. The Senate will have a chance to
say whether they want to give $50 bil-
lion more to the wealthiest individuals,
or take that $560 billion and put it right
back in the Medicare and Medicaid
Programs which this President has cut,
now and into the next several years.

The President’s policies, if enacted,
will cause serious hardship for the
most vulnerable Americans. But the
administration’s cuts to Medicaid are
not the only assault on our health
plans. The botched Medicare drug plan
and the President’s Medicare cuts fur-
ther harm working families. When it
comes to the new prescription drug
benefit in Medicare, we had a good
Medicare bill in the Senate, supported
by a broad, bipartisan majority. Over
70 votes supported it. But that bill was
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hijacked once the White House entered
the negotiations. Ideology trumped
common sense. Instead of building on
the Medicare Program that seniors
know and trust, the drug bill was
turned over to HMOs and private insur-
ance plans enticed to participate by
massive subsidies, funds that should
have gone to strengthen benefits. The
result has been a disaster.

But that is not how the administra-
tion’s spin machine sees it. According
to the budget the President submitted
to Congress, the Medicare drug pro-
gram is off to a good start:

The Medicare prescription drug benefit
program is off to a good start.

I wish those in the administration
who thought so had the opportunity to
visit with seniors in Massachusetts
trying to figure their way through this.
My office is filled with letters of the
sadness and grief from individuals who
are confused and can’t find their way
through the 45 different alternative
programs. And as they search, they
ask: “Why couldn’t they just give us
the prescription drug benefit under the
Medicare Program? I know the Medi-
care Program. It takes care of hos-
pitalization. It takes care of doctor’s
fees. I know it. I trust it. I support it.
I wonder, in these 45 programs, where
the Medicare Program is?’’ They can
search and search and search, and they
won’t find it because this administra-
tion is opposed to it. So the seniors in
my State are going to have to fight
their way through those 45 different
programs to find out which one suits
them and then, after they sign it, they
find out that the program can change
the formulary and raise the premium.
That is quite a deal, isn’t it? Once you
are enlisted, the program can change
like that. And if the senior doesn’t get
involved in one program or another,
they will pay an extraordinary penalty
for not becoming involved. Some deal.

This is off to a good start? This is
how it has been described: ‘‘Prescrip-
tion for Disaster; Medicare Mess Cuts
Cash Flow to Pharmacists,” The Wash-
ington Times, February 6; ‘‘Medicare
Drug Mess,” New York Times, January
22; “‘Pharmacists Decry Medicare
Chaos,” the Tennessean, January 17;
“New Medicare [Prescription Drugs]
Causes Numerous Headaches,”” Chicago
Sun Times. This is what is happening:
cuts in Medicare, refusing to build on
the solid Medicare system which is
tried and tested and proven and would
give the greatest advantage to our sen-
iors. That is what the administration
is doing.

Across the country, seniors and dis-
abled individuals facing the challenge
of mental illness have been denied the
medications they need to maintain
their health. They have been forced to
pay massive fees for the drugs they
counted on. States, cities, and many
pharmacies have stepped into the
breach and incurred millions of dollars
in expenses to fill the gaps left by the
administration.

The reality is that 15 million seniors
lose under the Republican Medicare
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law. This chart shows what is hap-
pening across America today. Retirees
are being dropped. Low-income seniors
are paying more in premiums. The dual
eligible is also losing. Premiums are
costing more than the benefits. This
represents another 6 million who will
lose under the Republican Medicare
law. You add those together, and you
have 15 million beneficiaries who are
somehow going to lose. That is the re-
ality.

Who is going to gain? If all of these
seniors and disabled Americans are los-
ing, we have to ask: Who wins from the
Republican drug plan? Someone must
win. The answer is clear. The drug
companies and the insurance industry
win. The Republicans turned Medicare
into the ‘‘sugar daddy’ for the insur-
ance industry by dolling out $67 billion
in subsidies. Here is the latest chart:
$67 billion, with a $10 billion slush fund
built in. You also have the overpay-
ment and the risk inflator. We know
that any individual that is in an HMO
program is 15 percent healthier than
the average Medicare recipient. That is
a given. CMS knows that. And what did
we do? We gave the HMOs the inflator,
close to 7 percent, representing an ad-
vantage of more than more than 15 per-
cent. I thought the private sector was
supposed to be more competitive and
was supposed to save money. But in-
stead, we have given $67 billion to the
insurance industry. Those are the
sweeteners in the Medicare prescrip-
tion drug benefit.

People back home in Massachusetts
ought to understand why they are pay-
ing more in their copays—because a
sweetener was needed for the insurance
industry, for the HMOs. Those are the
figures.

Now what about windfall profits for
the drug companies? This chart rep-
resents the difference between the
money that is being paid now in this
particular Medicare program and what
would have been paid to drug compa-
nies if they had negotiated with the ad-
ministration, similar to the VA sys-
tem. So now we have to pay $67 billion
to the HMOs and $139 billion to the
drug companies. That makes over $200
billion, adding the $67 billion and the
$140 billion, $200 billion, Mr. Senior Cit-
izen. We could have lowered your pre-
miums, lowered your copayments, and
gone a long way toward closing what
they call the donut provisions in here.

Even with all of these sweeteners, we
have a disaster. Why? Because the bill
blocked Medicare from negotiating the
same kind of discounts for seniors that
the VA is able to get for veterans. In
order to promote competition under
this part, and in carrying out this part,
the Secretary may not interfere with
the negotiations between the drug
manufacturers and the pharmacies and
the Prescription Drug Providers. There
it is. That effectively prohibited the
administration from being involved.
They pay effectively almost what the
companies want.

Does the administration propose to
make things right? Does President
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Bush propose to kick the insurance in-
dustry and companies out of Medicare
and provide a real benefit? The answer
is “no.” Instead of strengthening Medi-
care, the new budget proposes $36 bil-
lion in Medicare cuts over the next 5
years and $105 billion over the next 10.

The Medicare cuts will mean higher
premiums for seniors and the disabled.
This will result in reductions in the
quality of care at hospitals and at
home health agencies. In my State of
Massachusetts, President Bush’s Medi-
care cuts will mean that our hospitals
will have to cut their budget by $213
million, home health agencies by $50
million, nursing homes by $150 million.

Cuts in public health programs mean
that our State program to screen
newborns as early as possible for hear-
ing loss will be eliminated. Seventeen
rape crisis centers across the State
would face significant financial hard-
ship. Our programs on violence preven-
tion and suicide would effectively be
eliminated. Over 35 programs that
train health care providers who deliver
care in underserved areas and that sup-
port diversity in the health professions
will be eliminated. Why should pa-
tients pay the price while this bill
gives away billions in tax breaks to
people who don’t need them?

But, of course, Republicans have
never liked Medicare and Medicaid.
Even though retirees and the poor were
hurting, Republicans fought against
Medicare and Medicaid tooth and nail
when Democrats fought to create those
two important programs in the 1960s. I
was here on the Senate floor in 1964
when Medicare was defeated. I was here
in 1965 when the Medicare Program was
enacted. Republicans defeated Medi-
care when it was debated in Congress
in 1964. When Republicans came under
fire for their opposition in the 1964
election, enough crossed over to join
Democrats in passing the Medicare and
Medicaid Programs in 1965.

Republicans never gave up their op-
position. When they gained control of
the White House and Senate in the
1980s, they tried to break Medicaid’s
promise of health care to poor families.
They proposed converting the program
into a block grant, and Democrats in
Congress stopped them only after a
pitched battle.

Once again, in the 1990s, House
Speaker Newt Gingrich and his Con-
tract With America wanted to elimi-
nate Medicare. Even though seniors
and Americans with disabilities relied
on the program and Americans re-
spected it, Gingrich said Medicare
should just ‘‘wither on the vine.”
Democrats stopped them again.

More recently, Glenn Hubbard, who
was President Bush’s chairman of the
Council of Economic Advisers in his
first term, said Medicare and Medicaid
should be replaced by so-called health
savings accounts, which would pri-
marily benefit the healthy and the
wealthy. He said:

There is no reason to have a separate Medi-
care and Medicaid arrangement if you had
these souped-up HSAs.
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That is the architect of President Bush’s
health savings account, Glenn Hubbard, pro-
posing to abolish Medicare and Medicaid.
That is what this is really focused on, Mr.
President. We ought to understand that.

Meanwhile, the Bush administration
and Republicans in Congress continue
to chip away at Medicare and Med-
icaid. Now they are at it again.

In the budget the President just sub-
mitted to Congress, no health priority
is safe. Medicare, Medicaid, cancer re-
search, newborn screening, trauma
services for children, and many other
essential programs will be severely re-
duced or even eliminated.

Look at this, Mr. President. Here is
how these cuts affect the budget and
undermine medical progress. This is
how much they would need to have cur-
rent services, to keep the inflator in
the Medicare prescription drug benefit.
Take the National Cancer Institute.
Right now, we are in the age of the life
sciences—with the human genome
project, the sequencing of the genome,
potential stem cell research, and a
whole range of different opportunities.
Right now, under the human genome
project, researchers are sequencing
genes from cancers, which are the
greatest danger to families, using com-
puters and other kinds of advanced
technology. Those who are involved in
this research believe that it is going to
open up such hope and opportunity for
the families affected and impacted by
cancer. Yet we are cutting those pro-
grams $208 million.

The National Heart, Lung and Blood
Institute: we are cutting that $123 mil-
lion.

What are the reasons for this? To
provide additional tax breaks for the
wealthiest individuals. This is your
choice. Do you think we ought to have
the investment in cancer research and
the Heart, Lung, and Blood Institute?
At the National Institute of Diabetes
and Digestive and Kidney Diseases,
which funds diabetes research, we are
cutting back. Yet $1 out of $4 from
Medicare is now spent to try to deal
with diabetes, along with $1 out of $10
Medicaid dollars. That makes a lot of
sense, doesn’t it? Of course it does not
make sense.

Then there are neurological disorders
and stroke and mental health, and we
are cutting back on understanding
these challenges, even as SO many
young people in this country are suf-
fering with increased rates of youth
suicide. We’re also cutting back on
Child Health and Human Development,
which is so important.

All of this money should go into pro-
grams at the National Institutes of
Health, but instead it is coming out
and going right into additional tax
breaks for the wealthiest individuals in
this country.

Under the President’s budget, NIH
will receive $1 billion less than is need-
ed to keep up with inflation. Its budget
will be flat for 2 years running. That
has not been allowed to happen in more
than half a century. Mr. President, 18
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of the 19 NIH institutes will lose fund-
ing, which means that NIH will fall be-
hind in the race for new cures. At the
time when we are in the life science
century, we are cutting back on those
opportunities for individuals and fami-
lies who are affected by cancer and
Parkinson’s and Alzheimer’s. Is that
what we want to do in the Senate? Is
that the vote we want to cast? Sen-
ators will have that opportunity later
on, but I believe it is the wrong pri-
ority for our Nation. The amount saved
by these dangerous reductions is
dwarfed by the payouts that the tax
bill now under consideration in the
Senate gives to the wealthy.

The tax break is particularly unfair
because more than 75 percent of the tax
benefits will go to people with incomes
above $200,000 a year. Over half of the
benefits—5b3 percent—will go to people
with incomes over $1 million a year.

This amounts to a $35,000 gift each
year from Uncle Sam to the average
millionaire, but it is highway robbery
for the millions of seniors, disabled
Americans, and poor families who will
see a cut in Medicaid and Medicare
services.

The Republicans cynically claim that
capital gains and dividend income de-
serve special treatment because they
will stimulate investment. The facts do
not substantiate that claim. The stock
market grew more rapidly in the early
and mid-1990s when investors’ income
was taxed at the same rate as wages.
President Bush cut taxes on capital
gains and dividend income in 2003.
More tax cuts that America cannot af-
ford will hurt the economy, not help it.

There are some provisions in the Sen-
ate bill that we need to address. The al-
ternative minimum tax was never in-
tended to apply to middle-class fami-
lies, and they deserve tax relief. In a
truly outrageous move, House Repub-
licans took AMT relief for the middle
class out of their reconciliation bill so
they could fit in more tax breaks for
the rich. The research and development
tax credit is important to our inter-
national competitiveness and should be
retained. However, those worthwhile
tax cuts should be paid for by rolling
back some of the extravagant tax
breaks that this Republican Congress
has already given to the Nation’s
wealthiest taxpayers. We simply can-
not afford more tax breaks at a time
when we are facing record deficits.

If we are honest about reducing the
deficit and strengthening the economy,
we need to stop lavishing tax breaks on
the rich and start investing in the
health and well-being of all families.

The economic trends are very dis-
turbing for any who are willing to look
at them objectively. The gap between
the rich and the poor in this country
has been widening in recent years.
Thirty seven million Americans now
live in poverty, up 19 percent during
this Bush administration. One in five
American children lives in poverty; 14
million children go to bed hungry
every night. Wages are stagnant while
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inflation drags more and more families
below the poverty line. Mr. President,
2.8 million manufacturing jobs have
been lost, and long-term unemploy-
ment is at historic highs.

The bill before us has the wrong pri-
orities for the Nation. The Senate
should instruct our conferees to reject
any House proposal to extend the cap-
ital gains and dividend tax cuts. The
funds those cuts would consume would
be much better spent on Medicare and
Medicaid and the Nation’s other health
needs. The Senate should instruct our
conferees to follow the right priority
and the right course.

I know the point will be made at
some time during the discussion that,
while this is a nice instruction, under
the Senate rules we cannot really in-
struct, even if we were able to carry
the vote. Even though it involves $50
billion, we can not reallocate funds in
this particular way. It is interesting
that the $50 billion giveaway for cap-
ital gains and dividends is exactly the
amount of the cuts for Medicaid and
Medicare—$36 billion cut from Medi-
care and $14 billion cut from Medicaid.

Effectively, what you are doing is
continuing the extension of the 2-year
dividends and capital gains tax cuts
over the period of the following 5 years,
reaching up to 10 years. This is the $50
billion that we are talking about here.

So we know what is really going on,
Mr. President. This is an opportunity
for choice and for making a decision
about what priorities you want. We
know the continued assault on the
Medicare Program, which is happening
by undercutting that program, is going
to mean that our seniors are at greater
risk. Our children and expectant moth-
ers are going to be at greater risk with
cuts in Medicaid. And by failing to deal
effectively with the Medicare prescrip-
tion drug program, our seniors are
going to be more poorly served.

In 1965, the Medicare prescription
drug program was not included for a
very simple reason; that is, 97 percent
of private plans at that time didn’t
have a prescription drug program. Now
they do. I was there when President
Johnson signed the Medicare Program.
He said: Pay your dues in Medicare and
your health care needs will be attended
to. That is what the Medicare prescrip-
tion drug legislation did, right? Wrong.
Our seniors are not attended to unless
they have an effective prescription
drug program. They are not getting it
with this legislation, Mr. President.

To at least give our seniors the same
alternatives for prescription drugs that
they have for medical services in the
hospital and for doctor’s fees under
Medicare—to say that we are going to
give you these same alternatives under
the Medicare prescription drug pro-
gram—is effectively what over 70 Sen-
ators voted for in the Senate in a bi-
partisan way. Then that program was
effectively hijacked by the industry, as
well as by AARP, I might add, which
poorly served our seniors and now re-
grets it. We have an opportunity to do
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something about it. But, Mr. President,
without an expression by our col-
leagues here in the Senate, we are
going to see that the rush will be on to
continue the kind of expenditures that
will increasingly threaten the most
vulnerable in our society: the elderly,
the disabled, those who are facing chal-
lenges with mental health, and the
children of the Nation. Those are not
the priorities, I know, for my State. I
hope that at the time we vote later
this evening, they won’t be the prior-
ities for the Senate as a whole.

I yield the floor.

Mr. GRASSLEY. Mr. President, on
Medicare—and I know the debate here
is not about Medicare, but Senator
KENNEDY spoke to one part of the new
prescription drug program to which I
wish to make reference. He referred in
his remarks to the dual eligibles. He
spoke about a problem that is real—the
problem of signing up people who were
dual eligibles into the new Medicare
Part D prescription drug program.

I do not find fault with his expla-
nation. I will say, however, that our
committee which has jurisdiction over
this, the Senate Finance Committee,
has been working with Secretary
Leavitt and Administrator McClellan
of CMS to work through these prob-
lems. They pointed out seven problems
they have identified. They have as-
sumed responsibility for those prob-
lems, and they are giving us a program
to work through those problems so
they will not be repeated and enroll-
ment will by easier and work more
smoothly.

But the Secretary has told us about
dual eligibles, that with 50 different
States having 50 different ways of han-
dling dual eligibles, frankly, merging
the information technology system at
the Federal level with the information
which came out of 50 different States
has been difficult to do.

Several of us in the Senate knew this
was going to be a problem in 2003. That
is why, in the Senate bill, along with
the White House, we wanted to leave
the dual eligibles just as they were—
covered by Medicare and Medicaid. It
happens that most of the Democrats in
the Senate, along with Republicans in
the House, felt we should end up with
just 1 national Medicare Program so all
of the 50 different States’ dual eligibles
ought to be merged into the national
program.

We had a debate on the Senate floor
on that issue, and my point of view
won on a very narrow margin. Let me
see if I can find it exactly—a very nar-
row margin of 47 to 51. We defeated an
amendment on the Senate floor to
bring them together.

What bothers me is Senator KENNEDY
is bringing up all these problems. If he
had listened to us 2 years ago, we
would not have ended up where we have
because we would not be integrating
dual eligibles into the national Medi-
care Program. But people on his side of
the aisle were just totally insistent
that was the wrong way to go, that we
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ought to have them integrated into the
prescription drug Part D Program.

So, without embarrassing any Sen-
ator, I wish to quote a Democratic Sen-
ator who was in the middle of this de-
bate. I am not going to give the name.
Comments like this came out about
how gung-ho they were to have dual
eligibles in the Medicare Program. It
says:

It’s not a frequent day that Chairman
THOMAS—

I assume that refers to Chairman
THOMAS of the House Ways and Means
Committee.
and I are in full agreement. But he does say
such a shift “‘ensures that all seniors across
the country will have access to affordable
prescription drugs, while alleviating much of
the burden that states now confront.” I say
to my colleagues, as I indicate, I am not al-
ways in agreement, but we are going forward
directly on this policy, I hope.

Continuing to quote:

Fully integrating a key benefit for pre-
scription drugs into Medicare is a critical
first step toward improving the current sys-
tem’s flaws. Not only is it unfair to exclude
the poorest seniors from part of the Medicare
program, it is a raw deal for some of our
neediest seniors. For seniors who have
worked all their lives, paid into the Medicare
system, it is not fair for them to be at the
mercy of State coverage decisions. All Medi-
care beneficiaries deserve to receive Medi-
care benefits. There should be no exception
for drugs. It would be a very bad precedent
to make Medicaid pay for items that are
clearly the responsibility of Medicare except
at the present and in this bill for one par-
ticular discrete population.

I think that—i.e., coverage under Med-
icaid—puts the dual eligibles, 74 percent or
less of poverty, at terrible risk, and that is
not something I associate with my under-
standing of the values of the Senator from
Iowa—

Meaning me, I believe—
whom I so much respect.

That was on January 23, 2003.

On June 26, 2003, this quote was given
by the same Senator:

Never in the history of Medicare have we
precluded Medicare beneficiaries from being
Medicare beneficiaries. In the underlying
bill, for the very first time, we do.

In that rollcall of 47 to 51, to leave
the dual eligibles as they were, which
presumably we would not have the
problem Senator KENNEDY is com-
plaining about now—that we have a
hard time integrating them into the
program—he was one of those 47 Sen-
ators who thought they ought to be put
into the prescription drug program.

The reason we left them out is be-
cause we wanted to solve a problem for
people who did not have prescription
drugs, people who were dual eligibles,
already had their prescription drugs
through a State/Federal program, prob-
ably to a better point than maybe their
having it through our bill where they
pay some copay. At least in some
States, they probably didn’t have to
pay a copay. We wanted to take care of
the seniors who didn’t have any pre-
scription drug program, and by leaving
the dual eligibles as they were, it
would free up money to take care of
more seniors.
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As I said, we lost out in the final
analysis. In conference, we agreed to
include the dual eligibles in this pro-
gram. Now I hear all this complaint
about how it is working to the det-
riment of seniors because of the inte-
gration of 50 different State programs
into 1 national program. It will be
worked out. It will be worked out. The
Secretary of HHS, Mr. Leavitt, says it
will work out. He is working on it. He
has identified a solution to it, and
every day the signup is getting better
as we sign up 94,000 people each day
into the Part D prescription drug pro-
gram.

The ACTING PRESIDENT pro tem-
pore. The Senator from Montana is rec-
ognized.

Mr. BAUCUS. Mr. President, today,
we debate this tax reconciliation bill
for a third time.

We last debated this bill on February
2, Groundhog Day. My friend from
Iowa, the chairman of the committee,
Senator GRASSLEY, last week compared
this repeated debate to Groundhog
Day. That is true. This debate does re-
mind us of the wonderful film ‘“‘Ground-
hog Day,” where Bill Murray is forced
to live the same day over and over
again. But at the risk of giving away
some of the plot of the film, let me re-
mind my colleagues of the lesson of the
film. In the film, providence dooms Bill
Murray to repeat the same day—
Groundhog Day, that is—until he
learns to live it right. One might say
that is where we are. We are doomed to
debate tax policy over and over again
until we get it right.

In November, when we first debated
this bill, the Senate voted 64 to 33 to
pass the bill to support AMT relief to
middle-income families. Again, last
week, the Senate voted 66 to 31 to
again pass the bill and support the al-
ternative minimum tax, otherwise
known as AMT, relief for middle-in-
come families. In particular, the Sen-
ate last week voted 73 to 24 to support
the Menendez amendment to express
the sense of the Senate that protecting
middle-income families from the alter-
native minimum tax should be a higher
priority in 2006 than extending capital
gains and dividends tax cuts that do
not expire until the end of 2008 or the
beginning of 2009.

So the same question keeps popping
up over and over again and the same
answer keeps coming back: Let’s make
sure the relief from the onerous and
family unfriendly AMT happens now.
We must defer on extending expensive
tax breaks for investors until a later
date.

Yet I keep reading in the papers that
Senate leaders have promised that cap-
ital gains and dividends tax cuts will
still be in this reconciliation bill. The
Senate position, by an overwhelming
vote of 73 Senators, is providing imme-
diate relief to more than 17 million
middle-income families that otherwise
would see a tax increase this year.
Since that is so, it seems to me we
should accept that position, accept
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that view, and work toward its enact-
ment.

Statements that we will provide
AMT relief to working families sepa-
rately and later in the year undermine
this Senate position. It is statements
such as those that have led us to this
Groundhog Day. It is statements such
as that that call into question the Sen-
ate’s votes and cause the Senate to
have to vote once again to deliver that
same message. Today, we will debate
several motions to instruct, and the
first one will be Groundhog Day for
AMT.

For 17 million American families,
2006 came with an unwelcome sur-
prise—a stealth tax. The temporary
protection from alternative minimum
tax, or AMT, expired December 31.
That means that 17 million more
American families will be subject to it
this year. That is an increase from 3
million to 20 million taxpayers in one
year alone.

Once again, the Senate will debate
whether to support our position, where
AMT relief is a priority. In contrast,
the House position was to prefer ex-
tending capital gains and dividends
cuts, which expire in 2009; that is, over
AMT protection, which expired 6 weeks
ago. I think the answer to that is clear.

If the House position prevails in con-
ference, working families will lose. If
we do not extend the AMT protection,
a family with three kids earning $63,000
will be hit by the AMT this year. The
AMT is family unfriendly. The AMT
creeps deeper and deeper into working
families each year. Protection from the
AMT should be a priority for both sides
of the aisle and both sides of the Cap-
itol.

Instead, the House has passed a sepa-
rate alternative minimum tax bill
without the procedural protections of
this bill. And while this other House
bill purports to protect families from
the alternative minimum tax, there
will still be 600,000 additional taxpayers
paying higher taxes for this year 2006
due to this stealth tax. The House AMT
patch, or otherwise known as the hold-
harmless provision, as some have
called it, does not really hold anyone
harmless. Last year, 2005, there were
3.6 million American taxpayers paying
this AMT stealth tax. Under the House
bill, there would be 4.2 million tax-
payers paying the AMT stealth tax in
2006; that is, this year.

So as we debate this issue once again,
let us remember our priority: that mil-
lions of working families now subject
to a tax increase courtesy of the AMT
are a priority we should address. Once
we accept that priority, the decision
whether to allocate $50 billion to ex-
tending capital gains tax cuts becomes
much more clear. So let us do what is
urgent first. Let us do what working
families expect and need. Doing so will
be the only way to move on to better
days for these families.

I want to expand on that last point.
The capital gains and dividends tax
cuts contained in the House bill, as I
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mentioned, are among matters most in
dispute in this legislation, so let me
take a couple of moments to discuss
why Congress does not need to extend
them in this bill.

Under current law, taxpayers who
earn money in capital gains and divi-
dend income pay taxes on that income
at a lower rate than they do on their
ordinary income; for example, wages.
In 2003, we passed legislation that set
the current law for the taxation of cap-
ital gains and dividend income. For
taxpayers in most income brackets,
capital gains and dividend income are
taxed at 15 percent. Taxpayers in the
lower two tax brackets do not receive a
great deal of capital gains and dividend
income. But for taxpayers in those two
brackets, what capital gains and divi-
dend income they receive is taxed at 5
percent now and will be tax free in 2008.
Prior law, before 2003, taxed long-term
capital gains at 20 percent or 10 per-
cent. Prior law taxed dividend income
similar to any other ordinary income,
so there is a split in capital gains. The
House bill would extend the lower tax
rates Congress enacted in 2003 to the
end of 2010.

The first question before us, there-
fore, is when does Congress need to act
on capital gains and dividend income
tax rates? Those rates do not expire
this year. Those rates do not expire
next year. Those rates do not expire
the year after that. Rather, those rates
expire on January 1, 2009, about 3 years
from now, after the next Presidential
election.

So the first thing we need to note is
that extension of capital gains and
dividends tax rates is far from an ur-
gent matter.

The second question we need to ask
is: Is it fiscally responsible to extend
those tax cuts right now?

According to the Joint Committee on
Taxation, the cost of a 2-year extension
of those tax rates amounts to $50 bil-
lion over a 10-year budgetary horizon.
Some who like lower capital gains and
dividends tax rates will cite a lower 5-
year cost of $20 billion, but that masks
the full cost over the decade to come.

Perhaps we should be a little more
frank with the American people be-
cause it is no secret that many who
like lower capital gains and dividends
tax rates would like to make those
lower rates permanent. This is the po-
sition the administration takes. So we
ought to look at the cost of making
those rates permanent. According to
the President’s new budget request,
making these tax cuts permanent
would cost more than $200 billion over
10 years.

Mr. President, $200 billion is a lot of
money. Two hundred billion dollars is
about what we spend on fighting crime,
combating drugs, and the entire admin-
istration of Justice for 5 years. Two
hundred billion dollars is about what
the Federal Government spends on
highways, airports, and the entire
Transportation budget for 3 years. And
$200 billion is about what we spend on
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veterans’ retirement and disability
benefits for 6 years. So extending cap-
ital gains and dividend tax cuts costs
real money.

The third question we need to ask is:
Are capital gains and dividends tax
cuts the best use of the money set
aside for tax cuts in the budget? For
there is a far more pressing need for
tax relief before us in this bill and that
is relief from the onerous alternative
minimum tax.

Millions of working families are be-
ginning their annual ritual of filling
out their tax returns. It takes more
time than most of us would like, and
millions of taxpayers are being forced
to fill out their returns twice. They
have to do so if they owe money under
the alternative minimum tax. The need
for relief from the alternative min-
imum tax is not some faraway possi-
bility, several years down the road. Re-
lief from the alternative minimum tax
expired for the tax year 2006. That is
the more pressing tax relief need before
us.

Treasury Secretary Snow testified
before the Senate Finance Committee
last Tuesday. He told the committee:

Tax increases carry an enormous risk of
economic damage. And I can tell you today
that the President will not accept that risk.
He will not accept a tax increase on the
American people.

That is exactly why we need to pre-
vent a tax increase on those working
American families who would be sub-
ject to the alternative minimum tax,
unless we act. In the same vein, the
popular research and development tax
credit expired at the end of last year.
Businesses have argued for years that
the annual 1-year extension provides
no certainty for business planning and
investment. We need to extend the
R&D tax credit.

Some will make breathless argu-
ments that capital gains and dividends
tax cuts are necessary. Why are they
necessary, they say? They say they are
necessary to prevent dire consequences
in the stock market. They say that the
stock market will plunge if we don’t
enact this in 2 years. It doesn’t need to
be enacted. They want to enact it be-
cause the current law is in existence
until January 1, 2009. But they say the
stock market is going to fall.

Let us look at the time period start-
ing in May 2003, when Congress reduced
the dividend and capital gains tax
rates. Since then, the stock market has
seen a 14-percent growth. Furthermore,
let us look at the time when Congress
first cut the capital gains tax rate in
August of 1997. Between then and the
time the further cuts were made in
May of 2003, the market grew by 13 per-
cent. Now let us look at the time be-
fore either the capital gains or divi-
dends tax cuts. Before the 1997 tax
cuts, capital gains were taxed at 28 per-
cent, much higher than the current
law, and dividends were taxed as ordi-
nary income, higher than under cur-
rent law. In those times of higher cap-
ital gains and dividend tax rates, be-
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tween the time the Clinton administra-
tion took office and August 1997, did
the market grow by 13 percent or 14
percent? No. The market grew by a
whopping 236 percent, far more than
the 13 percent and 14 percent when the
lower rates were in existence.

So the evidence is not there that
lower capital gains and dividends tax
cuts will lead to increased stock prices.
Indeed, one would make the case that
other economic factors are much more
important to stock market returns
than are capital gains and dividends
tax rates.

One of those factors is the fiscal re-
sponsibility of the mid-1990s. After
President Clinton took office in 1993,
Congress and the President enacted
meaningful, I mean meaningful deficit
reduction. We reduced the Govern-
ment’s demand for scarce capital. We
freed up savings to finance productive
business investments. And we put the
Nation on a path to economic growth.
In contrast, financing tax cuts by run-
ning greater deficits increases the Gov-
ernment’s demand for scarce capital.
Deficit-financed tax cuts take away
savings that could be available to fi-
nance productive business investments.
Increasing the deficit detracts from
economic growth.

To encourage economic growth, we
need to get deficits under control, and
the first step we can take down that
road is to stop making the deficit
worse by enacting more tax cuts than
we can afford.

Capital gains and dividends tax cuts
do not expire for 3 years. Capital gains
and dividends tax cuts cost a lot of
money. Capital gains and dividends tax
cuts are a less-pressing priority than
relief from the alternative minimum
tax. And the evidence is simply not
there that capital gains and dividends
tax cuts contribute to market
strength. That is not the evidence. It
may be somebody’s theory, but that is
not the evidence.

So that is why we do not need to ex-
tend capital gains and dividends tax
cuts today. We can face this issue
later. Rather, let us address the more
pressing need to extend relief from the
alternative minimum tax. Let us act
responsibly. Let us save capital gains
and dividends tax cuts for another day.

I yield the floor.

The PRESIDING OFFICER
SESSIONS). The Senator from Iowa.

Mr. GRASSLEY. Mr. President, Sen-
ator KENNEDY repeats the old dema-
gogic saw about capital gains and divi-
dends being only tax benefits for the
wealthy. The facts are very different. I
have two charts here which will show
how wrong he is. One of these charts
deals with capital gains. The other one
deals with dividends.

Dividends is the first one to which I
make reference because, in the State of
Massachusetts, you can’t have all these
wealthy people benefiting from the 15-
percent dividend tax instead of what he
would prefer, the 20-percent dividend
tax. Don’t forget, again, as I referred in
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my opening remarks, these are year
2003 figures, so it could be a lot more
than that right now, but these are the
most up-to-date Internal Revenue
Service figures we have.

In Massachusetts, we have 589,897
taxpayers who benefit from the 15-per-
cent capital gains dividend. Don’t tell
me that all 589,000 of those are million-
aires. Massachusetts may be a very
wealthy State, but it doesn’t have that
many millionaires in it. So somewhere
along the line, Senator KENNEDY ought
to wake up to the fact that there are a
lot of middle-income and common folks
in his State who are benefiting from
the 15-percent tax on dividends instead
of having a 33-percent increase in that
tax and having it go back to 20 percent.

My friend from Montana did make a
correct judgment that this is not run-
ning out right now. But the point is
that when you are asking people to in-
vest to create jobs in America, they
have to have the long-term view of
that investment. If you want to en-
courage investment to create jobs, peo-
ple have to know what the tax law is
for the long term, not for the short
term.

The point is, in order to persecute a
few millionaires, Senator KENNEDY
wants to punish the many. And the
many are the 589,000 people in his State
who benefit from the 15-percent tax on
dividends.

Let’s go to the number of people in
that State who benefit from the 15-per-
cent capital gains tax. There are 212,000
people in Massachusetts—again, I re-
mind you these are 2003 tax year fig-
ures because that is the most up-to-
date we have from the IRS. There are
more today, probably. But there are
212,000 people in Massachusetts, tax-
paying families and individuals, bene-
fiting from the 15-percent capital gains
tax. Those are not wealthy people.

Again, you get back to the point of
whether we ought to persecute the few,
the few millionaires he is talking
about, persecute them and at the same
time punish 212,000 people in the State
of Massachusetts. I don’t think so. I
don’t think it is good policy.

I hope this Congress is able to have a
sensible tax policy that not only in-
cludes sensible levels of taxation, but if
you look at all the dividends that are
being paid out today that wouldn’t
have otherwise been paid out, you
think you would come to a conclusion
that is a sensible policy because we
have tens of millions of taxpayers de-
ciding how the profits of a corporation
are going to be spent instead of a few
thousand chief executive officers of
those same corporations deciding how
it is going to be spent. When millions
of taxpayers are making those deci-
sions, it is going to respond to the dy-
namics of our economic system and
create more jobs and important pros-
perity than when a few corporation ex-
ecutives keep all those profits internal
in a corporation making those deci-
sions.

I don’t think we ought to be perse-
cuting a few to punish the many.
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When it comes to these motions to
instruct, we may have some motions to
instruct on this side of the aisle that
will set the record straight on what we
are trying to accomplish and give peo-
ple opportunities to vote on good eco-
nomic policy and good tax policy as
well as bad economic policy and bad
tax policy that we are getting from
some on the other side of the aisle.

In 2003, a bipartisan Congress lowered
the top tax rate on dividends and cap-
ital gains to 15 percent through Decem-
ber 31, 2008, and for low- and middle-in-
come taxpayers to 5 percent through
2007 and zero percent through 2008.

I filed six motions to instruct con-
ferees to report back a conference re-
port that includes the extension of
these tax rates through 2009 and
through 2010, the same as the House of
Representatives has.

Critics of this policy claim these are
tax cuts for the rich that make a budg-
et deficit worse because they want to
persecute the few and in the process
punish the many. But I filed these mo-
tions that are going to tell the other
side of the story; that when you have
sound tax policy which encourages the
economy to grow, we are also going to
reduce the deficit.

Besides, let me suggest to you that I
don’t know how it is in other States,
but I don’t run into very many in my
State who are saying I am undertaxed,
tax me more. But I run into people day
after day in almost every one of my
town meetings where they are com-
plaining about the overspending of the
Congress of the United States.

In regard to the other side of the
story and the motions to instruct that
I filed, the lower rates of capital gains
and dividends have produced several
positive effects. They benefited low-
and middle-income families in a mean-
ingful way.

Can’t you see that when you have a
very low tax rate for certain low-in-
come people, as one example? For low-
and middle-income taxpayers, it will be
5 percent through 2007 and zero percent
through 2008. This is going to encour-
age people to save to a greater extent,
particularly people who have a lower
income and don’t have the ability to
save.

These lower tax rates have reduced
the tax burden on senior citizens who
rely on their investment incomes dur-
ing retirement. They have contributed
to our economic recovery and continue
to help the economy grow. They have
made capital investments in America
more competitive with the capital in-
vestment in other countries. With the
globalization of the economy, that is
something we always have to be cog-
nizant of in this Congress, that you
can’t have a tax policy that makes our
corporations, particularly in manufac-
turing, uncompetitive with manufac-
turing overseas.

Finally, these tax rates have helped
impose transparency and discipline on
corporate managers which is critical to
protecting investments and workers.
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I may or may not seek a vote on
these motions to instruct, but I want
to go through each one of these points
which I made so that when Members
come over to vote tonight, they will
know some of the rationale behind Re-
publican motions.

The lower rates on dividends and cap-
ital gains have benefited low- and mid-
dle-income families in a meaningful
way. That is the third time I have said
that in the last 5 minutes. But we have
to get away from this attitude of perse-
cuting a few and in the process pun-
ishing the many.

I don’t know whether they on the
other side of the aisle realize it, but
when they want to persecute a few mil-
lionaires, they are punishing hundreds
of thousands of people—I guess it is
millions of people, if you take all 50
States, but I was making reference to
the State of Massachusetts.

According to the Internal Revenue
Service estimates for 2003 tax return
data, about 10 million low- and middle-
income taxpayers have $34 billion of in-
come taxed at the b-percent rate and
saved at least $1.7 billion, or about $170
per taxpayer on average.

I know what I am going to hear from
the other side. Well, $170 is nothing.
Why don’t we let the taxpayers of this
country decide whether they would
rather spend that $170 or that we ought
to spend it for them?

I can guarantee if they invest it, or if
they spend it, it is going to do more
economic good than if I spend it for
them as a Member of Congress. That is
the way the dynamics are and the way
society works. Money spent by the
Government doesn’t turn over as many
times in the economy as it does if it is
spent in the private sector.

At these 2003 levels, these taxpayers I
have referred to save a heck of a lot of
money. Don’t forget, in 2008 that rate
drops to zero percent.

My motion would instruct the con-
ferees to ensure that Congress won’t
raise the annual tax bill on low- and
middle-income taxpayers at the 2003
levels. That tax increase would be at
least $3.4 billion. That is an average of
$340 per taxpayer.

Senior citizens benefit from lower
tax rates on dividends and capital
gains. They have reduced the tax bur-
den for senior citizens who rely more
than working people do on investment
income, and they need this particularly
during retirement.

According to IRS estimates for 2003
tax return data, about 57 percent of the
tax returns for taxpayers age 65 and
older had taxable dividends income.
That is over 6.5 million tax returns.
These taxpayers rely on investment in-
come, and particularly dividend in-
come in their retirement. Low- and
middle-income seniors pay tax on this
dividend income at the 5-percent rate
instead of 20 percent or 15 percent.
That rate for these low-income seniors
is going to drop to zero in 2008. Other
taxpaying citizens, those with higher
incomes, paid at the 15-percent rate,
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but that was instead of paying at the
35-percent rate.

We need to instruct the conferees
that Congress won’t impose a new tax
on low- and middle-income seniors and
more than double the tax on other tax-
paying seniors in 2009 and 2010. In other
words, we need to tell the other side to
quit persecuting a few because in the
process you punish the many.

In this particular case, why would
they be crying about what we might be
doing to senior citizens in one of the
recent speeches and then stand there
and want to increase the tax rates from
zero percent to 35 percent for some of
these people who are senior citizens?

Also these reduced tax rates on divi-
dends and capital gains have contrib-
uted tremendously to our economic re-
covery and continue to help our econ-
omy grow. They reduce the cost of cap-
ital for American businesses and in-
crease return on investment, enhanc-
ing economic growth, creating more
jobs, and expanding the tax base.

Companies are responding to share-
holder demand created by the lower 15-
percent rate on dividends by paying
record levels of dividends.

According to the Congressional Budg-
et Office, capital gains realizations in-
creased significantly in 2003, 2004, and
2005, causing capital gains tax revenues
to be $62 billion higher over those years
than were projected before we changed
this law.

Don’t tell me that $62 billion more
coming in, according to the CBO—not a
partisan 1like me; they are non-
partisan—$62 billion more didn’t ben-
efit the Treasury and reduce the deficit
by reducing taxes. You know what you
get out of this—a growing economy.
That means more jobs, and 44.7 million
jobs have been created since this tax
policy has been in effect. The unem-
ployment rate has dropped during the
same period of time from 6.1 percent to
4.7 percent.

I feel very strongly, just as the other
side wants to persecute the few to pun-
ish the many by going after what they
call millionaires, that we ought to
state the reality: that is, my motion to
instruct the reality of keeping these
tax rates so the economy continues to
STOW.

The progrowth policy will not expire
at the end of 2008 or at the end of 2009
because investors who need the long-
term view of investing know what the
law is going to be and are going to
make decisions.

The lower rates have done another
thing—they have made our businesses
more competitive with the global econ-
omy. And other countries around the
world, having lower tax rates than we
have, have jumped ahead of our busi-
nesses. Even with the United States at
50.8 percent, we still have the eighth
highest tax rate on corporate income
among the 30 nations in the OECD. For
every dollar an American corporation
makes on its U.S. investments, more
than half of it ends up in Federal and
State governments. Without the lower
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dividend tax rate, it would have been
nearly 63 cents of every dollar, ranking
second only behind Japan.

High taxes on capital investment
make the United States less attractive
compared within investment opportu-
nities in other countries. That costs us
jobs. In today’s global economy, we
should do everything we can to ensure
the competitiveness of our businesses.

In this process of persecuting a few,
the few millionaires, punishing every-
body, you are punishing the people who
need jobs, and who lose jobs because
our businesses can’t be competitive be-
cause our cost of capital is higher than
global competition. Also, there is a
benefit to a motion to instruct for
transparency of how a corporation
works. The lower rates have helped im-
pose transparency and discipline on
corporate managers. That is very im-
portant to protecting investors and,
particularly, jobs for our workers.

The high tax on dividends causes cor-
porations to favor debt financing over
equity financing, leaving more highly
leveraged businesses vulnerable to eco-
nomic downturns. High dividend taxes
reduce the demand to receive and thus
the incentive to pay dividends, leading
corporate managers to invest in waste-
ful and unprofitable projects and to
hide the results from their investors
and their workers.

On the other hand, the reduced tax
rate on dividends lessens the disparity
between debt and equity financing,
thus heightening demand for dividends,
thus contributing to more trans-
parency and more accountability of
corporate managers for their decisions.

It seems to me in this post-Enron
era, we need to instruct the conferees
to ensure that the transparency and
the discipline imposed on corporate
managers by lower dividend taxes and
critical to protecting investors and
workers is not threatened by this expi-
ration date in 2009 and 2010.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, we next
expect to hear from the Senator from
Connecticut, Mr. DopD, to have a mo-
tion to instruct on veterans and mili-
tary personnel. We anticipate there-
after we will hear from the Senator
from Rhode Island. He will have a mo-
tion to instruct on defense needs.

I yield the floor so the Senator from
Connecticut may send his motion to
the desk.

The PRESIDING OFFICER. The Sen-
ator from Connecticut.

MOTION TO INSTRUCT CONFEREES

Mr. DODD. Mr. President, I send a
motion to the desk and ask for its im-
mediate consideration.

The PRESIDING OFFICER. Without
objection, the pending motion is laid
aside.

The clerk will report the motion.

The assistant legislative clerk read
as follows:

Mr. DODD moves that the managers on the
part of the Senate at the conference on the
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disagreeing votes of the 2 Houses on the Sen-
ate amendment to the bill H.R. 4297 (to pro-
vide for reconciliation pursuant to the con-
current resolution on the budget for fiscal
year 2006 (H. Con. Res. 95)) be instructed to
insist on the inclusion in the final con-
ference report of the funding to support the
health needs of America’s veterans and mili-
tary personnel contained in section 315 of the
Senate amendment instead of any extension
of the tax breaks for capital gains and divi-
dends for individuals with annual incomes
greater than $1,000,000.

Mr. DODD. I thank the clerk for
reading the full motion. Normally, I
would interrupt the reading by the
clerk, but I thought it important that
those interested in the debate would
understand what the motion is. This is
a motion to instruct the conferees to
support an amendment this body
passed 2 weeks ago.

That evening, my good friend from
Iowa, the chairman of the committee,
in an awkward moment—it was a rath-
er complicated moment involving an
amendment—offered a substitute that
took the heart of my amendment with-
out the offsets that were included in
my amendment, which this body adopt-
ed unanimously on a voice vote.

I am offering a motion to instruct
the conferees to support that amend-
ment. I also hope they will reconsider
some of the offsets we suggested in the
amendment I offered when this matter
was debated by the full Senate. I would
like to remind my colleagues that the
proposal I offered the other evening
was strongly endorsed and supported
by the American Legion, a group that
certainly understands the importance
of providing the support and backing
our veterans deserve, particularly
those who are returning from theaters
of conflict today in Afghanistan and
Iraq.

I ask unanimous consent this letter
from the American Legion be printed
in the RECORD.

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

THE AMERICAN LEGION,
Washington, DC, February 2, 2006.
Hon. CHRISTOPHER J. DODD,
Hon. EDWARD M. KENNEDY,
U.S. Senate,
Washington, DC.

DEAR GENTLEMEN: On behalf of the 2.8 mil-
lion members of The American Legion, I
would like to offer our support of the pro-
posed amendment to the Tax Relief Exten-
sion Reconciliation Act of 2005 that would
provide for the unbudgeted costs of health
care for veterans returning from Iraq and Af-
ghanistan.

The amounts offered by this amendment
would be in addition to any other amounts
provided for medical care under other statu-
tory provisions and would help to avoid fund-
ing shortfalls, such as what took place last
year or other problems that arise due to the
discretionary funding model currently in
place for VA health care. This amendment
would also establish a ‘“‘Veterans Hospital
Improvement Fund’’ to provide for improve-
ments in health care facilities treating vet-
erans, including military medical treatment
facilities, VA facilities and other facilities
(state, local and private) that provide med-
ical care and services to veterans.
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Again, we appreciate your efforts on behalf
of our nation’s veterans. Your amendment
acknowledges the need for adequate funding
to ensure our nation’s veterans receive the
healthcare and other benefits to which they
are entitled.

Sincerely,
STEVE ROBERTSON,
Director,
National Legislative Commission.

Mr. DODD. I will have additional in-
clusions for the RECORD further in the
debate as I lay out the arguments for
this motion.

This is about priorities and choices.
Those involved in public life are con-
stantly asked to make choices and es-
tablish sets of priorities. It is not easy
in many cases. Sometimes the choices
are very difficult to make. In this case,
the choice is a rather easy choice, it
seems to me, given the facts presented
by this motion. The amendment we of-
fered 2 weeks ago and the substitute of-
fered by the chairman of the Com-
mittee on Finance that this body
adopted, provides for $12.9 billion for
disability payments to veterans, $6.9
billion for veterans medical care, and
$1 billion for veterans health facilities.
I will explain those particular items in
more detail in a few minutes. Basi-
cally, that was the amendment to
which this body agreed.

The offset proposed in my amend-
ment would have sunset the capital
gains and dividends tax breaks for only
those people making more than $1 mil-
lion a year—which amounts to two-
tenths of 1 percent of all taxpayers—
99.8 percent of all other taxpayers
under our proposal would not have
been touched, only those making more
than $1 million a year.

We suggested that the money saved
by not providing the tax break for peo-
ple in that small group be used to pay
for the veterans benefits I have de-
scribed. The House bill proposes to
raise to $64.8 billion the amount we
spend on tax benefits for the income
group I have just described. We asked
instead to reduce that amount in order
to adequately provide for these vet-
erans benefits.

I noticed earlier our friend and col-
league, the chairman of the Committee
on Finance, referred to today’s pro-
ceedings as being akin to the movie
“Groundhog Day.”’ He stated that this
is the third time the Senate has de-
bated this bill in one form or another.
I appreciated his discussion. Certainly,
I can understand his frustration as the
chairman of the committee that deals
with such an important matter in this
tax legislation. He and my colleague
from Montana, Senator BAUCUS, have
worked very hard on this legislation
and would like to see it moved to con-
ference. I agree. In fact, his reference
to that movie is apt, and I endorse it.

The movie ‘‘Groundhog Day’ re-
minds us sometimes in life we get an-
other chance to get it right. That is
what we are going to try to do this
evening. That is why we are here
today, to hopefully get it right when it
comes to paying for urgent priorities
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such as the health and safety of our
troops and our veterans.

I don’t know of another constituency
group in America—maybe some of my
colleagues might argue with what I am
about to say, but I don’t think there is
another group of Americans who de-
serves as much of our attention as peo-
ple who put their lives on the line for
the United States of America every
day. Those young men and women who
are returning from theaters of conflict,
broken individuals, at least in body—
amputees, scarred, burned, and suf-
fering tragic injuries of war—deserve
every bit of thanks, verbally, we can
provide for them. But beyond that,
they deserve our support and backing
when it comes to the priorities of this
Nation. I don’t think it is asking too
much, at a moment like this, to say to
two-tenths of 1 percent of taxpayers:
How about a break; how about not tak-
ing that extra tax break and providing
for the veterans benefits that are need-
ed for these young men and women who
are coming back from the theaters of
conflict.

When this bill last came to the Sen-
ate 2 weeks ago, I offered an amend-
ment that would have provided crucial
health funds in a fiscally responsible
manner to our wounded troops coming
home.

Tax legislation passed in 2003 calls
for spending $43 billion over the next 5
years on capital gains and dividend tax
breaks for individuals making more
than $1 million a year. The bill pro-
posed by the House of Representatives
would raise this number much higher—
by this chart I am showing—to $64.8
billion. Instead of spending this money
on the wealthiest two-tenths of 1 per-
cent of the population of the United
States of America, my amendment
would have used the resources to meet
our veterans health needs—estimated
by Nobel Prize-winning economist Jo-
seph Stiglitz to be $18.9 billion over the
next 5 years—establish a $1 billion
trust fund for health facilities treating
wounded and disabled veterans return-
ing home, and reduce the deficit by ap-
proximately $23 billion. That was the
amendment I offered 2 weeks ago.

Regrettably, this Senate did not ap-
prove my amendment. We did, however,
unanimously adopt, as I mentioned
earlier, a substitute offered by my col-
league from Iowa, the chairman of the
Committee on Finance, that still pro-
vides these needed funds—just without
paying for them, as I and many other
colleagues would have preferred. We
believe you ought to pay for it.

Once again we are coming back. I re-
gret the need for a ‘“‘Groundhog Day,”
but because of the procedures we oper-
ate under, I am getting a second
chance. In effect, I am giving my col-
leagues a second chance to get this
right. Do you believe it is that difficult
a choice to make to reduce that $64.8
billion that we are about to provide to
two-tenths of 1 percent of the wealthi-
est Americans, to provide for the basic
needs of our veterans returning from
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the theaters of conflict? That is the
choice we will make when this vote oc-
curs later today or this evening.

The House of Representatives has
proposed not only keeping in place the
scheduled dividends and capital gains
tax breaks enacted in 2003 but adding 2
more years of them. My motion makes
no statement about these tax breaks
for the 99.8 percent of Americans who
will get them. But for the two-tenths
of 1 percent of the population that I am
talking about, I think, frankly, they
could do without this. I will tell you
why.

Over the last number of years, we
have provided $125 billion in benefits
for this very narrow group of individ-
uals. Between the 2001 and 2003 tax
breaks alone, individuals in this nar-
row group—the top two-tenths of 1 per-
cent of the population of our great
country—have received more than $125
billion in benefits under the Tax Code.
Meanwhile, our soldiers and veterans
are being told to go without essential
items such as body armor and the
health care they need and deserve.

Again, politics is often about choices.
In fact, in most cases it is about
choices. What I am offering my col-
leagues tonight is a choice on whether
we continue to underscore what the
House has done or what we are doing
by not paying for the benefits, or do we
do what all of us would like to see
done; that is, do we properly take care
of these men and women coming back
from the theaters of war.

The motion does not ask for the re-
turn of any of the $125 billion we have
given between the 2001 and 2003 legisla-
tion. It simply acknowledges the re-
ality that in a time of record budget
deficits we need to make some dif-
ferent choices. Do we provide more tax
breaks for a small group that has al-
ready received so much since this ad-
ministration took office, as the House
of Representatives proposes to do, or
do we meet the needs of a nation at
war in properly taking care of our
wounded and disabled veterans as the
funding approved by this Senate would
do?

Over 2,200 men and women in uniform
have died in combat in Iraq. Over 16,000
have been severely wounded in that
conflict. But instead of addressing
their needs fully and adequately, this
administration has underfunded vet-
erans medical health care.

Let me go back and make a point on
tax, so everyone knows what I am talk-
ing about. Under the House bill, this is
the choice: If we adopt in the con-
ference the House bill and drop this
amendment—some suggest it would not
make it 10 feet down the hall between
this Chamber and the House—we will
be left with the wealthiest benefiting
the most by extending the -capital
gains and dividends tax breaks.

The average tax cut in 2009, if this
bill is agreed to, if you make $50,000 or
less, will be $11. If you make between
$50,000 and $100,000, your tax break is
$77. If you make between $100,000 and
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$200,000, you get a $228 tax break. If you
make between $200,000 and $1 million,
you get a little more than $1,300 in a
tax break. If you make $1 million or
more, you get $32,111 in tax breaks.
That is from the Urban-Brookings Tax
Policy Center, their analysis of what
would happen under this bill.

All we are suggesting is to take care
of this by reducing that tax break for
the people making over $1 million a
year. I also want to see us beef up what
could happen for the other individuals
in the tax categories. The people mak-
ing $100,000 and less, to receive $75 or
$85 in a tax break is hardly what I call
a windfall for people in this category.

I come back again to the bene-
ficiaries under the motion I am making
today and how they benefit. In fact,
last year the administration devised its
fiscal year 2006 VA budget that could
only handle 23,000 veterans returning
from Iraq. This number was drastically
too low and the Veterans’ Administra-
tion had to scramble to meet the needs
of over 103,000 Iraq veterans on top of
its already existing patient load. Imag-
ine that. They submitted a budget that
only provided for 23,000, and yet over
103,000 actually came back from that
theater alone, to be added to the al-
ready overburdened patient flow.

Congress was forced, of course, as my
colleague may recall, to intervene in
the middle of the year, and in June of
last year we approved an emergency
spending bill that provided an addi-
tional $1.3 billion to address shortfalls
in the VA health budget.

Now, I must stress that I have the
greatest respect and admiration for
former VA Secretary Tony Principi
and the current occupant of that post,
Jim Nicholson. I do not envy their
jobs, particularly when they have an
administration that does not seem to
want to step up to the plate and pro-
vide the kind of backing at the budget
office they deserve. They have led their
Department with great distinction and
have continued to do the best they can
under the circumstances. But they
have had a difficult task since the cur-
rent occupants of the White House
have repeatedly provided them with
very, very limited resources.

I would like to show as well this arti-
cle which appeared in the Washington
Post. I will not read all of it, but I wish
to point out a particular commenda-
tion for a Republican Member of the
House, STEVE BUYER, a Republican
from Indiana, because it was from his
insistent questioning at the time of the
VA Under Secretary for Health that
they were able to determine the $1 bil-
lion shortfall existed. Had it not been
for the efforts of STEVE BUYER, we may
not have been able to correct the short-
fall which existed at the time. From
the beginning, our colleague, Senator
PATTY MURRAY, as a member of the
Senate Appropriations Subcommittee
covering veterans and a lead sponsor of
Democratic efforts to restore this
amount, also led the charge, later
joined by LARRY CRAIG of
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Idaho and others in her efforts. That is
how the money got back in. But if it
had not been for these Members, we
might still be arguing about the short-
falls that were needed to provide for
those people.

Mr. President, I ask unanimous con-
sent that the Washington Post article
be printed in the RECORD.

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

[From the Washington Post, June 24, 2005]

FUNDS FOR HEALTH CARE OF VETERANS $1
BILLION SHORT

(By Thomas B. Edsall)

The Bush administration, already accused
by veterans groups of seeking inadequate
funds for health care next year, acknowl-
edged yesterday that it is short $1 billion for
covering current needs at the Department of
Veterans Affairs this year.

The disclosure of the shortfall angered
Senate Republicans who have been voting
down Democratic proposals to boost VA pro-
grams at significant political cost. Their
votes have brought the wrath of the Amer-
ican Legion, the Paralyzed Veterans of
America and other organizations down on
the GOP.

““I was on the phone this morning with Sec-
retary of Veterans Affairs Jim Nicholson,
letting him know that I am not pleased that
this has happened,” said Sen. Larry E. Craig
(R-Idaho), chairman of the Senate Veterans
Affairs Committee. ‘T am certain that he is
going to take serious steps to ensure that
this type of episode is not repeated.”

The $1 billion shortfall emerged during an
administration midyear budget review and
was acknowledged only during lengthy ques-
tioning of Jonathan B. Perlin, VA undersec-
retary for health, by House Veterans Affairs
Committee Chairman Steve Buyer (R-Ind.)
at a hearing yesterday.

“We weren’t on the mark from the actu-
arial model,” Perlin testified. He said that
the department has already had to use more
than $300 million from a fund that had been
expected to be carried over to the fiscal 2006
budget, and that as much as $600 million for
planned capital spending will have to be
shifted to pay for health care.

At a noon news conference yesterday, Sen.
Patty Murray (D-Wash.), a member of the
Senate Appropriations subcommittee cov-
ering veterans affairs and the lead sponsor of
Senate Democratic efforts to add $1.9 billion
to the VA budget, accused the Bush adminis-
tration of unwillingness ‘‘to make the sac-
rifices necessary to fulfill the promises we
have made to our veterans.”

In a rare display of bipartisanship on the
polarized issue of veterans spending, Craig
appeared with Murray at the news con-
ference and said he agreed with many of her
comments.

Murray cited an April 5 letter written by
Nicholson to the Senate in a bid to defeat
her amendment: ‘I can assure you that VA
does not need emergency supplemental funds
in FY2005 to continue to provide timely,
quality service that is always our goal,” he
had said.

Mr. DODD. We cannot and should not
address veterans’ needs on the cheap
again. According to some experts, this
year, the VA health system is likely to
face another shortfall of $2.6 billion due
to the administration’s drastically low
veterans budget. And for all of the
President’s rhetoric about supporting
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our troops—and I do not in any way
doubt he means it when he says it, but
I remain concerned that the adminis-
tration fails to back up the rhetoric
with the kind of actions needed to see
to it that these troops are going to get
the support they deserve.

On the whole, I commend the Presi-
dent for finally proposing an increase
of $1.9 billion in the VA budget for 2007.
But as in previous years, the adminis-
tration’s priorities are wholly mis-
placed. In spite of the proposed in-
crease, the President’s 2007 request
cuts the VA hospital construction
budget by $576 million. To make mat-
ters worse, the administration’s pro-
posed budget would impose a doubling
of veterans’ prescription drug copays
and assess a new $250 enrollment fee for
thousands of veterans across our coun-
try.

As I mentioned on the floor before,
the situation has gotten so dire that
now our military personnel and vet-
erans are having to rely on the charity
of private citizens to build critical
health facilities to meet their needs.
According to the Departments of De-
fense and Veterans Affairs, our mili-
tary personnel are suffering inordinate
numbers of injuries resulting in brain
damage, spinal injuries, and amputa-
tions. About 20 percent of those injured
have suffered major head or spinal in-
juries and an additional 6 percent are
amputees. Without financial support,
our veterans are actually having to de-
pend on the charity of private citizens
to finance the construction of major
rehabilitation centers for the most se-
riously wounded.

The Bush administration is simply
not meeting its obligations to those
wounded in Irag—a war that has re-
turned home amputees at twice the
rate of Vietnam. And so, instead, the
Intrepid Fallen Heroes Fund is raising
$37 million to build the Intrepid Center
at Fort Sam Houston next year. It will
be manned and operated by VA and
Army personnel, but it is currently not
expected to receive a dime from the
U.S. Treasury for its construction be-
cause the White House would rather
dole out scarce resources to the
wealthiest of our fellow citizens who
have already received so much. What
kind of a choice are we making when
we do that?

I remind my colleagues that the
funding approved by this body—which
without the support of this motion I
fear will be wiped out in conference—
will allow critical facilities such as
this one to receive the investments
they deserve from our Nation’s Govern-
ment.

Moreover, it will create a trust fund
to allow private and State facilities
that provide medical treatment to vet-
erans to receive Federal funds as they
meet our veterans critical health care
needs. In addition to facilities such as
the Intrepid Center, it will allow vital
hospitals and veterans residences, such
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as the Connecticut State veterans
home at Rocky Hill, the opportunity to
tap into vital Federal resources as they
strain to meet the increasing demands
of caring for our veterans—young as
well as old.

I cannot stress the importance of
these programs enough. Our veterans
need the critical care provided at our
State veterans nursing homes and, re-
grettably, this administration is choos-
ing to put scarce resources into more
high-income tax breaks rather than ad-
dress our veterans’ essential living
needs.

As a matter of fact, last year, the
President actually proposed cutting off
States’ access to Federal funds to build
and maintain State veterans homes. 1
did not make that up. That is what
they proposed. It took an act of the
Congress to reverse the President’s
budget proposal.

This year, although the Department
has a list of 129—I am going to put
these in the RECORD, Mr. President; I
want my colleagues to see them—al-
though the Department has a list of 129
State veterans projects approved for
receiving Federal grants for new con-
struction and improvements, 2006 allo-
cations only provided enough for 13 of
these 129 State projects around our
country.

I will guarantee my colleagues, every
one of your States is included in
projects that will not be funded. These
are your State veterans facilities, and
these are good people out there doing a
Herculean job of trying to provide for
veterans from your States. Here they
are, with 129 requests for projects they
need, and only 13 of them will be fund-
ed because we are going to provide a
huge tax break for people who have re-
ceived $125 billion in tax breaks and are
now about to get almost $70 billion
more.

I would hope my colleagues would
just, on this alone, be willing to sup-
port this motion. The proposed 2007
budget would flat-line this program of
State construction at $85 million, pro-
viding funding, as I said, for 10 to 13
projects—it may not even be 13—and
still leaving over 100 State veterans fa-
cilities looking for additional re-
sources.

The funding approved by this body
and supported by this motion I am of-
fering this afternoon would address
these shortfalls.

Mr. President, I ask unanimous con-
sent that this Priority List of Pending
State Home Construction Grant Appli-
cations—it lists the State, the facility
in your State; and only the top 13 will
be approved; maybe 13, maybe 10 next
year—I ask unanimous consent that
this list be printed in the RECORD so
my colleagues can determine whether
their State facility is on the list.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
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PRIORITY LIST OF PENDING STATE HOME CONSTRUCTION GRANT APPLICATIONS FOR FY 2006

Priority Est. VA
FY 2006 list rank FAI No. State (locality) Description group (PG) grant cost
ranking )
Applications Suject to 38 CFR 59 Priority Group 1

1 31-014  NE (Bellevue)* . L/S 120-Bed NHC/DOM (Repl.) 11,2 13,658
2 13-008  GA (Milledgevill Life Safety/HVAC and Upgrades at the Russell Bldg. 1,1,2 991
3 50-008 VT (Bennington) L/S Geothermal HVAC, Phase 1 1, 1,4 1,716
4 13-010  GA (Milledgevill Life Safety/HVAC at the Vinson Bldg. 1,1,4 955
5 44-010 RI (Bristol) L/S Fire Safety Imp 1, 1,4 625
6 36-009 NY (Oxford)** .. . /S 242-Bed NHC (Repl ) 1,15 39,215
7 26-014  MI (Marquette)** .. L/S Replace Emergency Gen. And Fire Safety 1,15 801
8 09-012  CT (Rocky Hill)** .. L/S General Renovations—DOM 1,17 2,990
9 26-013  MI (Grand Rapids) . /S Code Renovations, etc 1,1,7 913
10 47-008 TN (Murfreesboro) L/S Renovations 1,17 748
11 33-006 NH (Tilton) L/S Facility Upgrades—Backup Generator, Fire Alarm 1,1,7 1,822
12 09-011  CT (Rocky Hill)** . 125-Bed NHC (New) 1,2 20,300
13 06-044  CA (Greater LA Complex) . 520-Bed NHC/DOM (New) 1,3 125,883
14 06-052  CA (Redding) . 150-Bed NHC/DOM (New) 1,3 17,572
15 06-053  CA (Fresno) 300-Bed NHC/DOM (New) 1,3 25,864
16 55025 WI (UNion Grove) ........ccooveveemereemmereemeeniseeeenns Adult Day Healthcare (Renov) 1,4,1 586
17 27-018  MN (Mi lis) Adult Day Healthcare Renovation—35 Participants 1,4,1 1,914
18 27-019  MN (LUVEINE) .oveeeeveeeceeeeeeeee e Dementia Unit 1,4,2 568
19 08-014  CO (Homelak Upgrade Resident Support and Activity Areas 1, 4,2 3,394
20 44-009 R (Bristol)** . Nursing Unit R i 1,4,2 2,287
21 12-013  FL (Daytona B . Renovation, Phase 1 1,4,2 650
22 13-009  GA (Milledgeville) Renov. & Upgrade Wheeler Bdg 1, 4,2 269
23 04-004  AZ (Phoenix) Renovation, Phase 2 1,4,2 1,040
24 21-008  KY (Wilmore) Renov. 3 Nursing Units 1,4,2 794
25 23-011  ME (Scarborough) .......cc.ooveveeemrreememreesererssneenns Renov. Alzheimer's Unit 1,4,2 404
26 01-006 AL (Alexander City) Moisture Remediation, Phase 2 1,4,2 1,363
21 37-007  NC (Salisbury)™* .......oooeerrverrveermrreeerrerermreneeennes Building Code Renov. And Parking Lot 1,4,3 784
28 08-013  CO (Rifle) Upgrade Fire/Safety Renovations 1,4,4 1,652
29 06-051  CA (Yountville Steam Dist. System Renovations 1, 4,4 1,729
30 13-006  GA (Milledgevi Elevator Renovations (5 Buildi 1,4, 4 805
31 13-007  GA (Milledgevill HVAC Renov.—Wheeler Bldg. 1, 4,4 521
32 55-033  WI (King)** Replace Steam Lines 1,4, 4 473
33 06-054  CA (Yountville) Tell ications & Network 1,4, 4 1,950
34 36-011  NY (Stony Brook) .. . Building Sys./Utilities Renov. 1, 4,4 737
35 27023 MN (Mi lis)* Sewer Pipe Repl. —Building 17 1,4, 4 463
36 27-026  MN (Silver Bay)** Roof Repl t 1,4,4 1,835
37 27-027  MN (Hastings)** .. . Renovation, Phase 2 1,4,4 4,922
38 27-028 MN (Hastings)** .. . Renovation, Phase 3 1,44 5,266
39 25-060 MA (Holyoke) Masonry Restoration 1,4,4 478
40 39-020 OH (Sandusk Roof Repl —Secrest Hall 1,4, 4 552
41 39-021  OH (Sandusky) Corridor R ti 1,4,4 325
42 39-022  OH (Sandusky) Mechanical Sys. Upgrade 1,4, 4 1,560
43 01-004 AL (Alexander City)* General Renovations 1,4,4 355
44 21-007  KY (Wilmore)* .. . General Renovation, Phase 2 1,44 839
45 06-055 CA (Yountville)** .. . General Renovations 1,4,4 807
46 55-038  WI (King)* Domestic Water Pipe Repl t 1,4,4 724
47 29015 MO (St. LOUIS) ooorveverrrereererercreieeereieeensseeeenes Sprinkler Pipe Repl. t 1,4, 4 775
43 55-039  WI (King) Replace Windows—Olson Hall 1,4,4 267
49 55-041  WI (King) 2nd Water Supply Well 1,4, 4 860
50 04-005 AZ (Phoenix) Renovation, Phase 3 1,4,4 780
51 29-016 MO (Cape Girardeau) .........cocomeeeeereeeerenceenns Replace Roof 1,4,4 635
52 36-012  NY (Stony Brook) R te Building Systems & Utilities 1,4,4 725
53 06-047  CA (Yountville) . . Chapel Renovation 1,4,5 1,013
54 06-049  CA (Yountville, . Recreation Building Renovation 1,4,5 4,485
55 13-005 GA (Milledgevi Dietary Facility 1,4,5 715
56 39-023 OH (Sandusk Kitchen Upgrade—Secrest Hall 1,4,5 260
57 32-002 NV (Boulder City) .. . Dietary Facility Addition 1,4,5 1,429
58 23-013  ME (Caribou) ... Multipurpose Room Addition 1,4,5 354
59 46-011  SD (Hot Springs) .. . General Renovations 1,4,6 802
60 17-027 L (LaSalle) Bus and Ambul Garage 1,4,6 566
61 34-025 NJ (Paramus) ... Multipurpose Room 1,4,6 1,415
62 36-010 NY (St. Albans) General Renovations 1,4,6 4,470
63 55-035  WI (Union Grove) Ab d Building Connectors 1,4,6 2,217
64 17-030 IL (Mantt Construct Storage Building 1,4,6 1,610
65 17-033 IL (Mantt Convert/Upgrade Courtyards 1,4,6 2,320
66 04-003  AZ (Phoenix) Renovation, Phase 1 1,4,6 364
67 46-012  SD (Hot SPrings) ....ccocveeveemeereerermmrseresireereis Construct Chapel 1,4,6 520
68 19-030 IA (Marshalltown) R te Medical Clinic Space 1,4,6 520
69 08-015 CO (Walsenburg) General Renovations 1,4,6 1,763
70 23-012  ME (South Paris) ........ccccoveremmereemeereenernirnenenns Replace Flooring 1,4,6 353
71 48-008 TX (Pending) 160-Bed NHC (New) 1,5 11,144
72 48-009 TX (Pending) 160-Bed NHC (New) 1,5 11,144
73 55-032  WI (Union Grove) .. 24-Bed DOM Addition (New) 1,6 1,625
74 02-001  AK (Palmen* ... . General Renovations to Establish SVH (79-Beds) 1,6 2,275
75 49-002 UT (Ogden) 120-Bed NHC (New) 1,6 8,008
76 04-002  AZ (Tucson) 180-Bed NHC (New) and 35 Participant ADHC 1,6 18,671
77 55-036  WI (Chippewa Falls) . . 120-Bed NHC/40-Bed DOM (New) 1,6 15,925
78 51-005 VA (Richmond) . 80-Bed DOM (New) 1,6 5,200
79 48-010 TX (Pending)** ! 169-Bed NHC (New) 1,5 11,144
80 48-011 TX (Pending)** ! .. 160-Bed NHC (New) 1,5 11,144

Subtotal All Priority Group 1 Applica- 419,597

tions (Has State Matching Funds):
Applications Subject to 38 CFR 59 Priority Groups 2-7

81 20-004  KS (Ft. DOAZE) w.ooveruvrrereerererrreensseeeereseseseeennes L/S Back-Up Generators 2,2 401
82 20-005  KS (Winfield) L/S Back-Up Generator, Sprikle DOM, etc. 2,2 940
83 50-009 VT (Bennington) L/S Geothermal HVAC, Phase 2 2,4 2,306
84 50-010 VT (Bennington) L/S Geothermal HVAC, Phase 3 2,4 2,200
85 34-028 NJ (Paramus) . L/S Replace Fire Alarm System 2,5 307
86 34-027  NJ (Vineland) L/S Install Emergency Generator 2,7 341
87 39-024  OH (Georgetow! L/S Security Upgrades, Phase 1 2,7 330
88 39-025 OH (Georgetown) ... . L/S Security Upgrades, Phase 2 2,7 331
89 12-007  FL (Pending) 120-Bed NHC (New) 4 9,286
90 12-008  FL (Pending) 120-Bed NHC (New) 4 9,418
91 12-009  FL (Pending) 240-Bed NHC (New) 4 16,980
92 12-010  FL (Pending) 120-Bed NHC (New) 4 9,857
93 12-011  FL (Pending) 240-Bed NHC (New) 4 17,780
94 19-028 1A (Marshalltown) General Renovations NHC 52 2,131
95 40-024  OK (Sulphur) General Renovations 5,2 7,800
96 12-014  FL (Lake City) .. . Renovation, Phase 2 5,2 1,950
97 26-015  MI (Marquette) . Renov. Nursing Unit/Roof Repl 5,2 557
98 39-027  OH (Sandusky) Renov. Griffin Hall—First Floor 52 418
99 25-062  MA (Holyoke) Renov. Resident Toilet/Baths 53 439
100 27-029  MN (Mi lis) Renovation, Phase 2 54 8,366
101 17-032 IL (LaSalle) Replace Roof and Water System 5, 4 273
102 25-061  MA (Holyoke) Window replacement, Phase 1 5 4 398
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PRIORITY LIST OF PENDING STATE HOME CONSTRUCTION GRANT APPLICATIONS FOR FY 2006—Continued

Priority Est. VA
FY 2006 list rank FAI No. State (locality) Description group (PG) grant cost
ranking (000)
103 06-056  CA (Yountville) ... Central Power Plant Renovation 5 4 740
104 34-026 NJ (Paramus) HVAC Replacement 5 4 356
105 55-040  WI (King) Replace Lock and Key System 5 4 2,098
106 55-042  WI (King) R Burns Clemons Hall 5 4 5,574
107 39-026  OH (Sandusk Vets Hall HVAC Upgrades 54 997
108 39-028 OH (Sandusky) Mech. Sys Upgrades, Phase 2 5 4 275
109 39-029 OH (Sandusky) Replace Exterior Lighting, Phase 2 5 4 368
110 27-020 MN (M lis) Kitchen/Dining Room Renov. 55 2,844
111 27-021  MN (Silver Bay) .. Nursing Care Space 55 499
112 06-058 CA (Chula Vista) Expand Dining Room 55 585
113 27-030 MN (Hastings) Water Supply Repl 5 6 325
114 72-003 PR (Juana Diaz) .. General Renovations 56 970
115 06-057  CA (Yountville) Administration Building Renov. 5,6 2,946
116 39-017 OH (Pending) .. 168-Bed NHC (New) 6 7,800
117 39-018  OH (Pending) .. 168-Bed NHC (New) 6 7,800
118 37-004 NC (Pending—Eastern) 120-Bed NHC (New) 6 5,358
119 55-021  WI (King) 45-Bed Dom (New) 7 2,294
120 24-005 MD ( Pending—Western) .......oooccoverreererreronrenns 120-Bed NHC (New) 7 7,684
121 53-030 WA (Orting) 120-Bed NHC (97 Repl, 23 new) 7 8,316
122 27-022  MN (Fergus Falls) Dementia—Special Care Unit 7 4,799
123 37-005 NC (Pending—Western) ........cooccommvreerereersneenns 120-Bed NHC (New) 7 5,358
124 17-028 IL (Pending) 200-Bed NHC (New) 7 18,200
125 17-031 IL (LaSalle) 80-Bed NHC Addition 7 43881
126 47-009 TN (Montgomery County) .....oocecerereerrmreerrerrennnns 120-Bed NHC +20-Bed Alzheimer's Unit (New) 7 11,105
127 47-010 TN (Memphis) 120-Bed NHC +20-Bed Alzheimer's Unit (New) 7 11,533
128 51-006 VA (Hampton) 260-Bed NHC/DOM (New) 7 23,400
129 21-009  KY (Hanson) 90-Bed NHC (Addition) 7 6,000
Subtotal All Priority Groups 2—7 Appli- 236,514
cations ( No State Matching Funds):
Total All Pending Applications: 656,111

*These projects were awarded after August 15, 2005.

**These projects were conditionally approved after August 15, 2005. This provides a 180 day time extension authorized in 38 UCS 8135.
**1The State of Texas requested FY 2006 funding consideration for two bed-producing projects (FAI 48-008 and FAI 48-009). Projects FAI 48-010 and FAI 48-011 have PG-1 certification of 35% State matching funds.
These applications will be funded in FY 2006 in the order which they appear on this list, subject to the availability of Federal funds and compliance with all Federal requirements. Conditionally approved projects have been ranked and

will be awarded grants subject to meeting the remaining Federal requirements.

Mr. DODD. The funding approved by
this body and supported by this motion
would address these shortfalls and
allow State homes to tap into a trust
fund to provide more funding for con-
struction that has already been ap-
proved by the VA.

In light of these facts, I urge my col-
leagues to consider the consequences of
not acting today. Call it Groundhog
Day. Call it what you want. But the
fact is, we have another chance now to
get right what we didn’t the other
night.

Again, I support and appreciate what
my colleague from Iowa did by offering
an amendment to provide for these pri-
orities. But we did not provide any
funding for them. And there is not a
Member of this Chamber who does not
know what is going to happen. They
did it as basically a political cover, to
have an amendment which said: Yes,
we agree with you, we should be paying
for these priorities. But then, when I
offered the amendment to pay for
them, of course, I lost.

Today, you will get a second chance,
like in the movie ‘“‘Groundhog Day,”’ to
try to get right what we got wrong the
other night. You make the choice. If
you think $64.8 billion in tax breaks for
the two-tenths of 1 percent of the
American population making more
than $1 million a year is a more impor-
tant priority than providing for State
facilities that serve veterans, providing
for disability payments and veterans
medical care, then you explain that to
your constituents. But that is the
choice I am going to offer you this
evening. Supporting the Senate posi-
tion on this issue is the very least we
can do to show our full backing of
America’s men and women in uniform.
We owe these individuals at least that
much.

I will end where I began. I do not
think there is another constituency
group in America that deserves as
much support from the Congress as
veterans do. Particularly in this day
and age, if you go to Baghdad, if you go
to Iraq, as many of my colleagues have,
as I have—and I see my colleague, JACK
REED, in the Chamber as well, a grad-
uate of West Point and a veteran of the
82nd Airborne. You go there—and I
have gone with him—and you meet
these young men and women. It is a
tough place to be. It is a tough place to
be. It is a tough place to come back
from, even under the best of cir-
cumstances. But if you come back
physically broken, with arms and legs
lost and scarred and burned, as 16,000 of
them have, you deserve better. If you
think millionaires deserve better than
they do, I could not disagree with you
more. And I am going to give you a
chance tonight to join me in this ef-
fort.

Mr. President, I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, we are
next expected to hear from the Senator
from Rhode Island, who will have a mo-
tion to instruct on defense needs.
Thereafter, we expect to hear from the
Senator from New York, Mr. SCHUMER,
who will have a motion to instruct on
the tuition deduction.

To facilitate the consideration of
Senator REED’s motion, I ask unani-
mous consent that the pending motions
be temporarily set aside so that the
Senator from Rhode Island may offer
his motion.

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

The Senator from Rhode Island.

MOTION TO INSTRUCT CONFEREES

Mr. REED. Mr. President, I send a
motion to instruct conferees to the
desk and ask for its immediate consid-
eration.

The PRESIDING OFFICER. The
clerk will report the motion.

The bill clerk read as follows:

Mr. REED moves that the managers on the
part of the Senate at the conference on the
disagreeing votes of the 2 Houses on the Sen-
ate amendment to the bill H.R. 4297 (to pro-
vide for reconciliation pursuant to the con-
current resolution on the budget for fiscal
year 2006 (H. Con. Res. 95)) be instructed to
insist on the inclusion in the final con-
ference report of the funding to strengthen
America’s military contained in title VI of
the Senate amendment instead of any exten-
sion of the tax cuts for capital gains and
dividends, which does not expire until 2009,
contained in section 203 of the bill as passed
by the House of Representatives.

Mr. REED. Mr. President, I find my-
self, as I so often do, agreeing with my
colleague, the Senator from Con-
necticut, Mr. DoDD. It is exactly about
priorities. It is about whether the
wealthiest, most affluent people in this
country will enjoy a tax break or
whether more fundamental needs of
our Nation will be served.

Senator DoDD pointed to the issue of
returning veterans. Again, I was
pleased to travel with Senator DODD
last October to Iraq to visit with our
soldiers: marines, airmen, sailors—all
of our outstanding men and women in
uniform. When they come home, they
need the kind of support that the fund
Senator DoDD identified would give
them. But there is even a more imme-
diate concern to our Armed Forces
today: $50 billion in equipment that
has to be rehabilitated, refurbished,
brought up to operating conditions, so
these men and women can continue
their operations on behalf of America.
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I can tell you, as someone who had
the privilege of commanding a com-
pany of paratroopers, the most dis-
concerting concept, the most dis-
concerting and troubling aspect, is
when your equipment is poorly main-
tained, will not operate, is inefficient,
out of date. That drives morale down
as rapidly as anything. We have—not
unexpectedly because of the conflict in
which we are engaged—seen our equip-
ment stocks become overused, both
aviation equipment and ground equip-
ment: trucks, vehicles, humvees—all of
them have taken a terrible beating in
combat operations in Afghanistan and
Iraq.

Just 2 weeks ago, this body agreed
with my proposal to spend $50 billion
to refurbish this equipment. But as
Senator DoDD pointed out, they did not
agree with the way we would pay for it.
In fact, the proposal was really just
oratory. It says: Let’s spend $50 billion
which we do not have to help the mili-
tary refurbish their equipment. We
have to do better than that because, as
the Senator pointed out, without fund-
ing, that is all well-wishes without real
results. And we need real results for
the men and women of our military
forces.

The administration is quick to point
out that we are a nation at war. That
is true, although in some respects we
are simply an Army and a Marine
Corps, the Department of Defense, at
war because the American people have
not been called upon to sacrifice very
much, if anything. Here we are making
the point—I think it is so obvious—
that the wealthiest Americans, those
who enjoy the benefits of this great
country, I believe would be quite will-
ing to give up their tax break on divi-
dends and capital gains if they knew
these funds would be directed to pre-
cisely the programs I am talking
about: refurbishing military equipment
or caring for veterans.

There are many reasons to oppose
the extension of the lower tax rates
and dividends and capital gains, many
macroeconomic reasons, many reasons
in terms of our fiscal problems and in
terms of our growing deficit. But one of
the reasons is just the way it is distrib-
uted. Forty-five percent of the tax cut
goes to .3 percent of families with in-
comes of $1 million or more. Seventy-
two percent of the tax cut goes to fami-
lies with incomes of $200,000 or more.

Now, in a time when our troops are
being sent into the field—at times they
are complaining or have complained
about inadequate equipment, insuffi-
cient equipment—at a time when they
are looking around and seeing their
equipment stocks being drawn down
and being overused, I believe it is time
to ask: What is our priority, the pro-
tection of our military forces in the
field or providing additional benefits to
those who have so much in society
today?

I think it is more important to direct
these funds to our military forces. We
have to do it, particularly with respect

CONGRESSIONAL RECORD — SENATE

to the equipment of the Army and the
Marine Corps. As Senator DODD indi-
cated, I had the privilege of traveling
with him last October, but I just came
back from my seventh trip to Iraq and
fourth trip to Afghanistan. Once you
are there, you understand the profes-
sionalism, skill, valor, fidelity to duty
and country of these marvelous men
and women. You also understand that
the equipment is wearing down. The
equipment has to be fixed. Because
they depend upon this equipment for
their lives, we can’t tolerate equipment
that won’t operate properly.

A recent article in USA Today noted
that the war in Iraq has taken the big-
gest toll on military equipment since
the Vietnam war. Two weeks ago, the
National Security Advisory Group,
chaired by former Secretary of Defense
William Perry, released a report about
the strain and risk to our military.

In their words:

Given the harsh environment of Iraq and
Afghanistan, [resetting the force]—

that is, rehabilitating this equipment
and repairing it—
is proving more extensive and expensive than
in previous operations. HEstimates of the
costs of rehabilitating Army equipment com-
ing back from operations overseas continues
to grow . . . in addition, both the Army and
the Marine Corps expect to see increasing
costs associated with recapitalizing aging
forces and transforming their capabilities for
a broader range of 21st century missions.

Gary Motsek, the Army’s deputy di-
rector for support operations at the
U.S. Army Materiel Command, has
stated that the Army has to repair vir-
tually everything that goes to Iraq.

Last week, General Schoomacher,
the Chief of Staff of the Army, ap-
peared before the Armed Services Com-
mittee. When I asked him what the
reset and recap cost for the Army was,
he replied: $4 billion per year over the
next 6 years. What I have since discov-
ered—and this might be of some confu-
sion in terms of trying to interpret a
difficult and complicated budget—is
that his reply doesn’t cover the whole
situation and doesn’t provide an entire
explanation of what is going on.

First, I believe the Chief of Staff was
discussing the repair and replacement
cost, which is projected to be $24 bil-
lion over the next 6 years. He did not
include recapitalization which is an ad-
ditional $12 billion over the next 6
years. So the actual projected cost over
6 years is $36 billion. Second, this pro-
jection assumes a significant drawdown
of troops beginning at the start of fis-
cal 2007 and ending in December 2008,
when there are, according to the pro-
jections, no troops in Iraq. I believe
this assumption is rather unrealistic
and, therefore, we must assume that
the reset and recapitalization costs
will be significantly higher. Again, it is
very difficult to parse out all of the dif-
ferent assumptions and other notions
that are included in the budget, but the
sense is that they are assuming, at
least when it comes to maneuver units,
that these units will essentially be
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drawn down within 2 years. That is a
highly problematic assumption, but
one that is within the President’s
budget.

In addition, General Schoomacher’s
number assumes that we do not leave a
single piece of equipment behind for
the Iraqis. Yet I have been privy to dis-
cussions here in Congress and else-
where in which there is a notion that
we will leave significant equipment be-
hind in Iraq to provide their security
forces with the kind of equipment they
need to operate. If we do leave equip-
ment for them, the replacement costs,
which are an element of reset and
recap costs, will increase.

A much more accurate picture of this
notion of what we must do to repair
and rehabilitate our equipment, or
reset and recap, is the actual bill we
have for fiscal year 2006, what we are
paying for in this fiscal year. The
Army has determined that the cost of
resetting, recapping, and replacing
equipment lost in battle for fiscal year
2006 is $13.6 billion. As long as we have
approximately the same number of
troops in Afghanistan and Iraq as we do
today, and we have the same tempo of
operation, then that $13.6 billion cost
will be an annual occurrence. As troops
draw down, that funding level could go
down from $13.6 billion, but significant
costs will continue to accrue until 2
years after the end of the conflict. So
the annual $13.6 billion price tag sup-
ports the opinion of GEN Paul Kern,
who just retired as head of the Army
Materiel Command. He stated that fix-
ing and replacing Army equipment
alone could run from $60 to $100 billion.

If you step back and look at what we
are encountering today in terms of
costs, it is about $13 billion. Every year
we are in Iraq at this level of oper-
ational strength, it will be roughly
that. That is a lot more money than
this budget anticipates. And so we have
a huge unmet need to fund simple re-
capitalization and reequipment, reha-
bilitation, whatever term you want to
use. But essentially, so that we under-
stand it, it is simply going back and
fixing all the equipment we have been
using so aggressively in these different
theaters. That doesn’t buy you a new
Army. It doesn’t buy you a trans-
formed Army with new, modern equip-
ment. It simply gives you back the
equipment you brought into battle in a
condition that you can use it in other
hostile environments.

This $13 billion seems to be the kind
of level of spending we are going to
have to face year in and year out, as
long as we are deployed, as we are, in
Iraq and Afghanistan. That is the fig-
ure we have to react to. As a result, it
is only prudent and sensible that for
this $50 billion total we talked about
for a 5-year period, that people support
the concept of spending that kind of
money. But, of course, what they
refuse to do is put real assets, real re-
sources to pay the bills. And that is the
thrust of my proposal.

I tried previously, in our debate a few
days ago, to say that not only must we
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spend this money, we have to set prior-
ities. We have to take those funds from
the capital gains and dividends taxes
and apply them to this fundamental
need of our men and women in uniform.

That is the Army I was just talking
about. Let’s turn to the Marine Corps.
Last November, the Marine Corps esti-
mated it would cost $11.7 billion to re-
pair and replace their equipment over
the next 5 years. These are, again,
costs that have already been incurred.
These costs are not included, as far as
we can determine, in the President’s
budget request. We have also discov-
ered that the Air Force is concerned
about the cost of additional flying
hours and the wear and tear on their
equipment. Again, we could not find
explicit recognition of these costs in
the President’s budget.

Last October, the GAO released a re-
port on military readiness. It assessed
the state of 30 pieces of equipment, pre-
dominantly tanks, vehicles, heli-
copters, and aircraft. It made several
disturbing observations, stating:

GAQO’s analysis showed that the reported
readiness rates declined between fiscal years
1999 and 2004 for most of these items. The de-
cline in readiness, which occurred more
markedly in fiscal years 2003 and 2004, gen-
erally resulted from 1. the continued high
use of equipment to support current oper-
ations and 2. maintenance issues caused by
the advancing ages and complexity of the
systems. Key equipment items—such as
Army and Marine Corps trucks, combat vehi-
cles, and rotary wing aircraft—have been
used well beyond normal peacetime use dur-
ing deployments in support of operations in
Iraq and Afghanistan.

The report then goes on to say:

Until the DOD ensures that condition
issues for key equipment are addressed, DOD
risks a continued decline in readiness trends,
which could threaten its ability to continue
meeting mission requirements. The military
services have not fully identified near and
long term program strategies and funding
plans to ensure that all of the 30 selected
equipment items can meet defense require-
ments.

I don’t think there is anything star-
tling in the sense of their conclusion.
They are stating what should be obvi-
ous. We have committed our Army and
Marine Corps to battle in a very harsh
environment, Iraq and Afghanistan. We
are operating at robust tempos of oper-
ation. This equipment is seeing the re-
sults. We have to provide for that.
What is disturbing to me is that this
readiness trend portends danger in the
future. If readiness is declining, if it is
not reversed, if we are asking the sol-
diers and marines to operate equip-
ment that is not 100 percent, that is
not fully supported by ample spare
parts, that has not been rehauled, over-
hauled, rehabilitated, then we are put-
ting our troops in a precarious position
which we should not.

The response, the answer? This one is
relatively straightforward. Give them
the money to do the job and give them
sufficient resources to do so.

Another GAO report states that more
than 101,000 pieces of National Guard
equipment, including trucks, radios,
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and night vision devices, have been
sent to soldiers in operations overseas.
This means the Guard does not have
the equipment it needs to respond to
crises here. This problem was exempli-
fied during Katrina when the Guard
stated that its communications equip-
ment had been abroad and, therefore, it
was unable to operate effectively in the
aftermath of that disaster.

Another impact that we all hear
about is the condition of National
Guard equipment. Their equipment has
been sent overseas and left overseas.
Their equipment is also being used in-
tensively in these operations. We have
to restore and rehabilitate the Na-
tional Guard equipment also. They
have several missions. One critical
mission is not only homeland security
but preparedness for natural disasters
and consequent management.

This week, Wednesday, the other
body will release a report on Katrina. I
am interested to see what it will say in
terms of the National Guard’s ability
to respond, their equipment, the fact
that they have been tasked to go over-
seas, personnel and equipment. But we
have to remind ourselves that we can’t
neglect the Guard also. These reports,
the GAO reports particularly, should
have us thinking seriously about what
we must do today. Again, it comes
down to priorities. Secretary Rumsfeld
is right about the fact that our troops
are performing magnificently well.
They are superb professionals doing a
remarkable job. But in order to keep
that edge, they have to have the equip-
ment and the support to be the best
they are.

Secretary Rumsfeld says that Perry
report and another report by Andy
Krepenevich, which the Pentagon paid
for, were looking at all material when
they found that the military was
strained. We are not looking at all ma-
terial. We are looking today at what
we believe, based upon review of the
budget, based upon discussions with
military personnel, is the condition of
this equipment, and the need exists to
fix it. We do have the finest fighting
force in the world, but we have to
make sure it has the finest equipment
in the world.

Secretary Perry made the following
recommendation at the conclusion of
his report:

In order to restore the health of U.S.
ground forces in the wake of Iraq, the nation
must step up and invest substantial re-
sources to reset, recapitalize, and modernize
the force . .. Restoring the health of both
services is not a matter of simply returning
them to the status quo; it is a matter of that
they are organized, trained, equipped, and re-
stored to meet the full range of traditional
and nontraditional challenges in the future.

Next year alone the Army needs
about $13.6 billion and the Marine
Corps needs about $7.5 billion for reset
and recap, as they call it, of their
equipment. This was not included in
the President’s budget request. If it is
not paid for with supplemental fund-
ing, the troops will have to go without,
which we can all agree is not accept-
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able. Nothing makes our troops more
vulnerable or lowers morale more rap-
idly than working with inadequate
equipment. If the $20 billion reset and
recap bill for this year alone is paid for
with supplemental funding, this will
add directly to our deficit. I believe
with the growing size of this deficit, we
should not add to it, that we should do
what we can to try to prevent in-
creased deficits.

This is a time for Americans to come
forward to share in the sacrifice of our
men and women overseas. Particularly
when it comes to a tax proposal that
benefits the wealthiest Americans, I
think we would be more than willing to
do so, knowing that these funds could
be used directly for the welfare of our
soldiers in the field and for the secu-
rity of the United States.

Our men and women have volun-
teered to risk their lives. I believe we
have to risk perhaps a little political
capital and instead of providing these
tax cuts to the very wealthiest Ameri-
cans, provide a dividend to our soldiers
and marines in the form of better
equipment. Fifty billion in funding re-
tained from not extending capital gains
cuts and dividends cuts could pay for
this. That is the essence of my instruc-
tion.

It is one thing to stand on this floor
as a huge majority and say: We under-
stand our troops need $50 billion to re-
habilitate their equipment. It is some-
thing else to stand up and make a
tough choice, set a priority, pay for it.
My instruction will do that.

I yield the floor.

Mr. BAUCUS. Mr. President, people
call Montana the ‘‘big sky” State.
Standing on the top of Mount Sen-
tinel—the backdrop of the University
of Montana—on a clear day, a person
can see nearly 50 miles in almost every
direction. I might say that at the top
of Lone Mountain in Big Sky, MT, you
can see the Tetons in Wyoming. Back
at Mount Sentinel, which many of us
climb from time to time, at the foot of
it a professor is studying a horizon that
stretches much farther than 50 miles.
Professor Dan Reisenfeld is one of the
key astrophysicists working on a mis-
sion to map and study the edge of the
solar system.

Professor Reisenfeld is busy playing
a part in the design of the interstellar
boundary explorer, or I-BEX, an instru-
ment that uses a large-aperture camera
to detect high-energy particles coming
from the edge of the solar system.

What does this mean? If I-BEX is suc-
cessful at gathering information about
the boundaries of the solar system, this
will help companies that build sat-
ellites orbiting the Harth to predict
solar storms. Solar storms can disrupt
a satellite’s operation and even cause
irreparable damage.

Here on Earth, that means that
emergency communications equipment
would be able to function without the
fear of interruption. And global com-
munications can be more seamless.
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Some of the most important sci-
entific research is being done at uni-
versities across Montana and across
the country. This research covers the
gamut from biotechnology to stem cell
research, to cutting-edge computer
science. But institutions across the
world are catching up.

In January, I visited India’s Institute
of Technology in Delhi. Eager, young
engineering students are plotting for a
better tomorrow in their country and
the world. India, similar to many other
developing countries, has made signifi-
cant investments in education over the
past several years. India produces 12
percent of the total global supply of
university graduates. This percentage
is increasing. China is now second only
to the United States in the number of
researchers in its workforce. According
to the World Bank’s most recent statis-
tics, since 1985, China has seen an al-
most 400-percent increase in its per
capita education spending.

While China, India, and other devel-
oping nations may still have a long
way to go, they are training workers
for a new world.

That takes me back to Professor
Reisenfeld at the University of Mon-
tana. The University of Montana, simi-
lar to most colleges and universities
across the country, is a tax-exempt or-
ganization. Tax-exempt universities
rely in large part on tax deductible
charitable contributions from alumni,
private foundations, and businesses.

Legislative proposals that encourage
more giving to charity help provide
scholarships, build science centers, and
hire new faculty to do cutting-edge re-
search. In large part, charitable dona-
tions from the private sector—business
and individuals—help America keep its
competitive edge. There is no doubt
about that, Mr. President. Our univer-
sities are a very key, integral part in
America’s R&D and in enhancing our
country’s competitiveness.

The Senate-passed tax reconciliation
before us includes several incentives to
encourage charitable giving. One of the
most important incentives for chari-
table giving included in the Senate-
passed bill is the IRA rollover provi-
sion. According to the American Coun-
cil on Education, the IRA rollover pro-
vision is supported by close to 2,000 col-
leges and universities across the coun-
try. The provision promises to be an
important tool for planned giving—a
staple of university fundraising.

In addition, the IRA rollover rep-
resents a significant simplification
over current law. Let me explain.

The IRA rollover provision allows
older, financially secure donors to
seamlessly transfer amounts in their
IRA to their favorite charity, without
first recognizing the IRA into income.

Under current law, taxpayers who
want to donate their IRAs to charity
must first take the amount into in-
come. This can cause a huge disincen-
tive to give if the amount of the IRA
exceeds the donors’ adjusted gross in-
come limitation, for example.
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In some cases, donors are forced to
incur income for tax purposes for
amounts the donor has given to char-
ity. This makes no sense. The law
should encourage taxpayers to give to
charity.

For example, a taxpayer with an ad-
justed gross income of $40,000 and an
IRA worth about $100,000, is forced to
take that full $100,000 into income prior
to making a gift to charity.

As a result, this taxpayer is consid-
ered to have $140,000 in income, for tax
purposes—even though the taxpayer is
giving $100,000 away.

Because taxpayers are subject to ad-
justed gross income limitations, even if
the donor gives the entire $100,000 in
the TRA away to charity, the taxpayer
can only deduct up to half of adjusted
gross income—in this example, $70,000.

In short, under current law, this tax-
payer is forced to recognize $30,000
more in taxable income, even though
the IRA is going entirely to charity.
We should not penalize charitable giv-
ing.

The IRA rollover provision corrects
this problem by simply disregarding
from income amounts in a donor’s IRA
given to charity.

This proposal will have a funda-
mental effect on the amount of money
contributed to charity. Currently,
there are more than $2.5 trillion held in
IRAs. If 1 percent of the assets cur-
rently held in IRAs were donated to
charity, that would mean an additional
$25 billion would go to benefit the type
of research conducted by Professor
Reisenfeld at the University of Mon-
tana. And money would also go to
scholarships for the students working
side by side with Professor Reisenfeld
in his classroom.

The House bill does not include these
new charitable giving incentives. Mr.
President, the upcoming conference
will highlight the priorities of each
body. We include this provision; the
House does not.

It is unclear at this point whether
there will be enough revenue to extend
capital gains and dividend tax treat-
ment beyond the current law, which we
all know doesn’t expire until January
1, 2009, and also include the important
charitable incentives included in the
Senate-passed bill.

I hope that the conference committee
makes charities and our future sci-
entists its priority.

Mr. President, I want to discuss the
importance of extending the R&D de-
velopment tax credit for 2 years.

This is one of the key issues for con-
ference. The Senate passed a 2-year ex-
tension of the revised and improved
R&D credit, but the House only passed
1 year.

I am hopeful that 2 years will be re-
tained in conference, as this tax incen-
tive is essential for U.S. businesses in
our global economy. Businesses depend
on it. They need to know it is there.
Predictability is important.

I have consistently discussed the
need for America to maintain its com-
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petitive edge. To do that, we must
cater to our strength: innovation.

Let me state that during the almost
2 weeks I was in Asia, China, and India
in January meeting with business lead-
ers and public officials, one thing be-
came clear; that is, sure, there is a ris-
ing Chinese and Indian challenge, just
as other countries challenge the United
States, but they constantly told us
that in the private sector the one ad-
vantage America still has is innova-
tion, creativity. Over and over again I
heard that. I hope that lasts. I hope it
lasts a long time. We know people in
other countries are working very hard;
they are aggressive and hungry and
they are going to do all they can to be
as creative—if not more so—as we are
in the United States. But that is the
one edge we have currently, and we
must do our utmost to make sure that
lasts.

Foreign direct investment, including
research and development, is shifting
heavily toward China and India. The
competition for qualified researchers
has increased markedly.

On my recent trips to China and
India, people constantly told me, as I
have said, that the one thing they ad-
mire most about America is our inno-
vation. We must foster R&D, and ex-
tending this vital credit for 2 years
would help maintain that focus.

Every morning we hear news of some
new product or discovery that promises
to make our jobs easier and our lives
better. For example, between 2002 and
2003, the annual number of cancer
deaths decreased for the first time in 70
years. Unfortunately, for women, it
rose slightly, but the annual number of
cancer deaths has decreased. One rea-
son for that was better detection and
treatment. That is a direct result of
American technological innovations,
and those result from R&D.

Since 1981, when the research and de-
velopment credit was first enacted, the
Federal Government has been a partner
in R&D. And we contribute to this ef-
fort as a society because of the benefits
to society from additional research
spending. It is a societal effort to get a
societal benefit.

Congress clearly believes that the
R&D credit is an effective policy in-
strument. One of the major limitations
of the credit, however, is its temporary
nature.

As the Electronic Industries Associa-
tion wrote:

An extension of the credit that goes be-
yond the end of this year will also help di-
minish the uncertainty for companies re-
garding the availability of the credit.

The organization goes on to say:

The yearly fight to ensure that the credit
is available for costly and high-risk research
done in the United States can cause compa-
nies to discount the credit’s long-term value
and reduce its benefit to the economy.

An analysis by the Joint Committee
on Taxation found:

A credit of longer duration may more suc-
cessfully induce additional research that
would a temporary credit, even if the tem-
porary credit is periodically renewed.
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U.S. workers who engage in R&D ac-
tivities benefit from some of the most
intellectually stimulating, high-pay-
ing, high-skilled jobs in the economy.
My own State of Montana is an excel-
lent example of this economic activity.

During the 1990s, about 400 establish-
ments provided high technology serv-
ices, at an average private wage of
about $35,000 a year. These jobs paid
nearly 80 percent more than the aver-
age private-sector wage of less than
$20,000 per year during the same time.
Many of these jobs would never have
been created without the assistance of
the R&D credit.

The R&D tax credit is vital to the
economic development of our country.
It is very important to American busi-
nesses. It is very important to Amer-
ican workers. It is important to help
America maintain our competitive
edge.

I urge my colleagues to support a 2-
year extension of the R&D credit. I
hope you will join me in pressing our
House colleagues to accept this Senate
provision.

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. BAUCUS. 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. BAUCUS. Mr. President, what a
difference 5 years makes. On March 21,
2001, the Finance Committee conducted
a hearing entitled ‘‘Budget Surpluses
and Debt Reduction.” When we held
that hearing, the Office of Management
and Budget projected a surplus of
about $5.6 trillion over the next 10
years. A lot has changed since then.

At the end of this past December,
Treasury Secretary Snow sent us let-
ters asking us to raise the debt ceiling
for the fourth time in the last 4 years.
The Government is now seeking to
raise the debt ceiling by $781 billion.
This is on top of a $450 billion increase
in 2002, a record $984 billion increase in
2003, and an $800 billion increase in
2004. With the latest debt limit in-
crease, the Government will have
raised the debt ceiling by $3 trillion in
just 4 years. Remember, 5 years ago,
OMB projected a surplus of about $5.6
trillion for the following 10 years.

Something needs to change. We have
a serious problem with our Federal
budget. For the current year, the ad-
ministration’s budget projects a deficit
of $423 billion. That would be the high-
est deficit in the history of the coun-
try. That deficit would equal 3.2 per-
cent of the entire economy. While that
percentage is not a record, it is far too
high, with the baby boom generation
about to retire just around the corner.
The retirement of this large generation
will dramatically raise the costs of So-
cial Security, Medicare, and Medicaid.
Their retirement will put enormous
pressures on the budget.
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We should rather be entering this
stressful period with a balanced budg-
et. We should be paying down the debt.
We should be getting ready. We should
not be running record budget deficits.
We need to change course. We need to
return to the policies and procedures
that helped reduce that $5.6 trillion
surplus.

One of those procedures was the pay-
as-you-go rule. That rule made it dif-
ficult for Congress to enact new spend-
ing or tax cuts without paying for
them. That simple rule had a powerful
effect, but that rule ended a few years
ago. Congress replaced it with a newer,
toothless version, and we have paid the
price in higher deficits and debt. Con-
gress must reinstate the original pay-
go rule.

Beginning in 1990, we also enacted
policies to reduce deficits and debt.
First, following a budget summit, Con-
gress enacted the deficit reduction
package of 1990. Then, in 1993, in the
first year of the Clinton administra-
tion, we narrowly enacted a $500 billion
deficit reduction package. What hap-
pened? Long-term  interest rates
dropped. Economic growth ensued. The
deficit came down.

Finally, both parties worked to-
gether again in 1997 and enacted an-
other deficit reduction package. That
package was intended to balance the
budget by 2002.

But economic growth was strong.
These years were a part of the longest
peacetime economic expansion in
American history. The Government
balanced its budget in 1998, earlier than
expected, and then the Government
balanced the budget even without
using Social Security surpluses. It is
incredible, if you stop and think about
it.

That set the stage for the projections
of 2001, with a $5.6 trillion surplus for
10 years. But now we are projecting
huge deficits and debt for both the long
term and the near term. The time has
come for leaders of both parties to
work together to achieve another
agreement to reduce our deficits. But
in order to be successful, we need to
put everything on the table, and I
mean everything. We need to put all
spending, not just entitlement spend-
ing, on the table. We need to put all
corporate tax loopholes and tax breaks
for special interests on the table, and
we need to put the $350 billion yearly
tax gap between revenues owed and
revenues collected on the table.

I don’t know the answers, but I do
know we cannot keep on going as we
are. Something has to change. We need
to come together to reduce Federal
deficits. The task is clear, and I can
only hope and pray all our leaders will
take up the task.

Mr. President, in Proverbs, King Sol-
omon begins by offering words of en-
couragement to the Israelites to em-
brace learning:

Let the wise hear and gain in learning, and
the discerning acquire skill.

A little later in the passage Solomon
admonishes:
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Fools despise learning and wisdom.

I hope the upcoming conference com-
mittee will take this proverb to heart.
It is past time for this country to start
taking education seriously again, and
be ready to make investments in our
children’s future now. Delay would be
foolish.

The Senate-passed bill takes a step in
the right direction by including a pro-
vision to eliminate the barriers in the
Tax Code to the charitable giving of
books to schools, libraries, univer-
sities, and literacy programs. Edu-
cational institutions and literacy pro-
grams are beset by budget cuts and
continued challenges to our Nation’s
commitment to literacy. Two-thirds of
American classrooms have fewer than
50 children’s books, and almost 60 per-
cent of childcare centers buy less than
1 book per child a year.

This is not just an issue in the class-
room. Almost 12 million children living
below the poverty level in the United
States today are growing up with mini-
mal access to books. According to First
Book, a nonprofit that focuses on child
literacy, more than 60 percent of low-
income families have no children’s
books in their home, and more than 80
percent of programs serving children in
need have no age-appropriate books or
other printed materials.

In my home State, as in many other
States, there is a real need. In 2003, ac-
cording to the Montana State Library
Association, the Montana State library
system was a victim of a 26-percent
budget cut. These reductions mean less
money for local libraries, and these re-
ductions mean cuts in State subsidies
that funded book purchases.

Large-scale book donations are cru-
cial to these libraries, and these dona-
tions also greatly assist adult literacy
efforts. Programs such as the Montana
Adult Basic and Literacy Education, or
ABLE, serve adults who lack sufficient
mastery of basic skills to function in
society, a high school diploma, or basic
English skills. ABLE is meeting real
needs. According to the State agency
in charge of adult literacy in Montana,
nearly 75,000 adults in Montana do not
have a high school diploma or GED.

Because of the tremendous need for
books in Montana and across the coun-
try, I filed an amendment in the Fi-
nance Committee with Senator HATCH
to include incentives for book dona-
tions in the Senate-passed bill. Here is
how it works.

Current law provides special tax in-
centives for gifts of property including
books to certain organizations. Current
law, however, requires the donor to
make the gift targeted solely to the ill,
the needy, or infants, categorized as
children under the age of 18.

Unfortunately, books donated di-
rectly to educational programs at pub-
lic libraries and universities are not el-
igible for that tax deduction. Why? Be-
cause they don’t exclusively serve the
ill, the needy, or infants.

In addition to the exclusion of those
institutions, donations are sometimes
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discouraged when the differences in
educational and commercial market
elude the IRS when valuing the dona-
tion. If book donations do not qualify
for the enhanced deduction, the value
of the deduction for charitable giving
is no more than what they would give
if they merely threw them away. As a
result, it is often more economical for
publishers to truck these books to a
dump than it is to distribute them to
needy schools and libraries, especially
given the manpower and postage costs
of determining worthy donees and ship-
ping books.

In the Senate-passed bill, we have
provided legislative language to ensure
that public libraries, universities, and
literacy programs are eligible with en-
hanced deductions that already exist in
the Tax Code for other kinds of chari-
table donations.

To protect against publishers making
unwanted donations of dated materials,
the provision includes a requirement
that organizations certify the mate-
rials are suitable and appropriate for
their educational programs.

In addition to organizations in Mon-
tana such as ABLE, many gulf area
government agencies that are in des-
perate need after Hurricanes Katrina
and Rita have written us petitioning
for this change. We have heard from
the Mississippi Department of Edu-
cation, Louisiana-Mississippi school
and library systems and library asso-
ciations, as well as the Texas Library
Association and Mississippi’s
Barksdale Reading Institute. Numer-
ous national educational organizations
have written us, including the Amer-
ican Library Association, the Edu-
cation Industry Association, and the
Association of Educational Publishers.

The lack of access to books poses the
greatest barrier to literacy. We
shouldn’t allow books to be taken to
the landfill because of an unintended
obstacle in the Tax Code, particularly
when one considers the massive loss of
books along the gulf coast.

I might add, I was down at the gulf
coast. I was standing next to a library
that was obliterated on the gulf. There
were books strewn open, and you could
see where a cake of mud was left after
the water receded and we were stand-
ing on ruined books. You won’t believe
this, but I reached down to pick up a
book and look at it to see what it was,
and out of all of the books, guess what
its title was. “A Perfect Storm.” I
couldn’t believe it. It was pure happen-
stance, pure coincidence, but I can tell
you that having visited the gulf, they
need books.

As students and families make the
slow return to the gulf and an incred-
ible effort to rebuild their commu-
nities, it is necessary to remember that
equally important to the rebuilding of
these important institutions is the
need to restock them with sufficient
numbers of books and quality edu-
cation materials.

As First Lady Laura Bush said on
September 24 last year, it is our duty
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to ‘“‘rebuild these schools on the Mis-
sissippi coast and in New Orleans and
make sure the libraries are built better
and stocked even better than they were
before.”

The book provision in the Senate-
passed bill would help restock schools
from the gulf to Montana and across
the country. As the First Lady admon-
ished, this is our duty. I hope the con-
ference committee agrees.

Mr. President, continuing in a series
of statements prefacing the conference
and other measures that might be com-
ing up later this year, I wish to spend
a moment on health savings accounts.

High-deductible health plans and
health savings accounts, otherwise
known as HSAs, have become the cen-
terpiece of the administration’s effort
to reform the health care system. In
fact, the proposed budget would spend
an additional $156 billion over 10 years
to encourage more Americans to
choose these plans and accounts.

I am concerned that high-deductible
plans will do more harm than good, and
the billions of dollars the President
wants to spend on beefing up the limits
on HSAs, health savings accounts, will
not benefit those who need coverage
the most and can least afford it. That
is because HSAs favor the healthy and
they favor the wealthy. As healthy in-
sureds join these arrangements, the av-
erage cost for those remaining in com-
prehensive plans will increase, and that
will make comprehensive plans less af-
fordable for those who need coverage.

Do HSAs favor those who are healthy
and can afford something? Let me
quote from the High-Deductible Health
Plans and Health Savings Accounts
Worksheet, found on the Federal Gov-
ernment’s Office of Personnel Manage-
ment Web site. This worksheet is de-
signed to help Federal employees de-
cide whether to use plans such as these
which are now part of the Federal em-
ployees health benefit plan. Step three
of this worksheet reminds us that pre-
ventive care is not subject to the high
deductible. Then it goes on to say:

Absent other health care needs, if you con-
tribute a higher amount to your HSA, you
will get a higher tax deduction plus a higher
balance in your HSA to use for future ex-
penses. Since your out-of-pocket costs before
plan benefits begin also defines the max-
imum amount of personal, tax-deductible
contributions you can make, contributing a
larger amount isn’t necessarily bad. If you
use a relatively low amount of health care
and you can afford to make the maximum
contribution, you may be attracted to these
aspects of HDHPs with HSAs.

That is high-deductible health plans
and the health savings account. This is
what it says in the Federal brochure
for Federal employees: If you use a rel-
atively low amount of health care and
you can afford to make the maximum
contribution, you may be attracted to
it.

If we enacted the higher HSA con-
tribution limit proposed by the Presi-
dent’s budget, the attraction of HSAs
for those who are healthy and can af-
ford to contribute the maximum would

S1099

only grow stronger. Why? Because that
statement was written before the pro-
posal that the administration has be-
fore us, to dramatically increase the
deductibles and eligibilities of those
plans which I think are basically in-
vestment vehicles, not health vehicles.

Billie Holiday sang, ‘‘Them that’s got
shall get, them that’s not shall lose’.
That’s a pretty good description of the
effect of expanding HSAs on our health
care system.

Some may argue that this preference
of healthy, well-to-do taxpayers for
HSAs would not be a problem if we just
put everyone into a high-deductible
plan and eliminated more comprehen-
sive arrangements. Eliminating choice
takes care of adverse selection. If there
were no choice, and therefore no ad-
verse selection, would expanding HSAs
be a cost-effective solution? Would tax
dollars spent on expanding HSAs go to
increase coverage and control costs?

Let us say, for the sake of discussion,
that we force everyone, healthy or not,
into a high-deductible health plan with
a $1,600 deductible. And let’s go fur-
ther, and put $1,500 into an HSA for ev-
eryone, so ability to contribute is not a
factor. Wouldn’t that address my con-
cern that the President wants to spend
money on the healthy and wealthy in-
stead of focusing on those who need
help most?

The answer is, no, not as HSAs cur-
rently operate. And certainly not with
the President’s proposed increase in
the contribution limit.

To illustrate my concerns, let’s con-
sider two taxpayers—Jane and John,
both 30 years old. Jane is healthy. John
has a chronic condition that requires
him to take medications every day and
occasionally pay a midnight visit to
the emergency room.

Every year, $1,500 is deposited to
Jane and to John’s HSA accounts. Each
year, John must withdraw his $1,500
contribution to pay out-of-pocket med-
ical expenses. Jane only has to with-
draw about $500 a year, leaving the
other $1,000 to accumulate for retire-
ment.

Over the next 35 years, if Jane can
earn 5 percent investment return, she
will accumulate an HSA account bal-
ance of more than $90,000. If the Presi-
dent’s higher contribution limits were
in place and Jane could afford to con-
tribute the maximum to her HSA, she
could have more than $400,000 in her
HSA at retirement. Because he had to
use his HSA contributions to pay med-
ical expenses, John will retire with a
zero balance in his HSA.

In other words, the President’s
health tax proposals may or may not
expand health coverage and will do lit-
tle to control costs. But they will defi-
nitely create retirement savings for
the healthy.

I am all for retirement savings, but
using tax dollars to increase retire-
ment savings for individuals with low
medical expenses is a strange and inef-
fective approach to covering the unin-
sured, and controlling health care
costs. Surely we can do better.
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Mr. President, I am going to stop
speaking pretty soon here. I very much
hope Senators come to the floor with
motions to instruct because time is
passing. Just because I am speaking, it
doesn’t mean someone can’t come to
the floor. If anybody comes to the
floor, I will stop speaking.

Mr. President, Yale Law School pro-
fessor Michael Graetz once said:

A tax shelter is a deal done by very smart
people, that, absent tax considerations,
would be very stupid.

A GAO study estimated that tax shel-
ters cost the American taxpayer up to
$18 billion a year in lost revenue.

There must be a lot of very smart
people out there putting together some
very stupid deals.

We have all heard about some of
these deals.

We know them as the Enron scandal,
the KPMG scandal, the German SILO
sewer system scandal. The list goes on.

These deals are like the legendary re-
tail scam used by con artists to cheat
cashiers out of extra change. It’s called
the ‘‘short count.” Like a tax shelter,
it involves smart cons and stupid deals.

There are several steps to the cash
register scam. First, the con artist
buys something that costs less than $1,
and he gives the cashier a $10 bill to
pay for it. When the cashier hands back
the change, the con artist offers to give
back ten $1 bills in exchange for the $10
bill he used to make his original pur-
chase.

Now, the trick is that the con artist
must get the cashier to give back the
original $10 bill before he gives up his
$1s. Quickly, before the cashier notices,
the con then substitutes the $10 bill the
cashier just handed him for one of the
$1 bills. He hands the cashier nine $1
bills and one $10 bill, for a total of $19.

When the cashier notices the con art-
ist gave her too much money, the con
acts surprised.

Because he’s such a ‘‘nice guy,” he
offers to give the cashier another $1 to
add to the $19 so the cashier can just
give him back a $20 bill.

The con then leaves the store with a
tidy $10 profit, while the poor cashier is
left holding the bag.

When she tries to reconcile her reg-
ister at the end of the day, she’ll have
a gap of $10. She will probably end up
paying the $10 out of her own pocket.

I don’t know if you follow that. It’s a
little complicated, isn’t it? The con
artist is a pretty smart guy who took
advantage of an unsuspecting cashier.
He took a routine transaction and
turned it into something complicated
and stupid. Yet, all those steps, all
that shifting of money back and forth,
didn’t add one iota of substance to the
transaction.

We call the guy who duped the cash-
ier a con artist. But, we call lawyers,
accountants and financial advisors who
get involved in tax shelters ‘‘tax pro-
fessionals.”

We call the victim of the ‘‘short
count’” scam the cashier. But, we call
the victims of tax shelters ‘‘innocent
American taxpayers.”’
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Individuals who invest in tax shelters
to avoid paying their fair share of
taxes shift their tax burden onto the
backs of hard-working Americans who
do comply with our tax laws.

The IRS estimates that 85 percent of
taxpayers pay the taxes that they owe.
Investors in tax shelters are part of the
other 15 percent.

Eighty-five percent of American tax-
payers are carrying the tax load for the
noncompliant 15 percent.

This is not right. This is not fair. We
cannot allow this to continue.

We need to finish up the work that
we started in the American Jobs Cre-
ation Act. That bill beefed up laws
against tax shelters. It increased pen-
alties for wrongdoers.

We need to pass legislation that will
clarify the economic substance doc-
trine. Clarifying the economic sub-
stance doctrine will put an end to the
erratic and inconsistent court deci-
sions that have determined the legit-
imacy of tax shelters.

The economic substance doctrine is a
common-law doctrine that courts use
to deny tax benefits on transactions
that don’t provide a meaningful change
to the taxpayer’s economic position
other than the tax benefit itself.

In other words, the doctrine requires
that a transaction must have economic
reality and a business purpose apart
from the tax consequences.

The proposed change clarifies how
the courts should apply this doctrine.
It doesn’t require them to use the doc-
trine. But if they do decide to use the
economic substance doctrine, the
change would give them standardized
criteria to use as litmus tests to decide
if a transaction has any real economic
purpose.

The Senate has passed this proposal
several times, most recently in the tax
reconciliation bill before us today. But
it has never passed in the House.

We need to stop batting this proposal
around. We need to make it into law.

The economic substance doctrine ex-
poses transactions that use the Tax
Code in an unintended way to avoid
paying taxes.

Clever accountants, attorneys, and
financial advisers deliberately manipu-
late the Tax Code to design and sell
abusive transactions. At first glance,
the deals stand up to scrutiny. At first
glance, they appear to comply with the
literal language of the Tax Code. They
are very complicated. But when you
give the deals the smell test, they give
off a very bad odor. It is clear this is
not what the law basically intended.

You realize that they have no pur-
pose other than to avoid or evade
taxes. They have no real business pur-
pose and no economic reality. They
shift money and paper around using
complex arrangements that have no
reason to exist, except to create non-
existent losses or false deductions.

They are smoke and mirrors, a clev-
erly designed illusion, to fool the IRS
and to cheat the rest of our Nation’s
taxpayers, who properly report their
income and pay what they owe.
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That’s where the economic substance
doctrine comes in. Its standards of eco-
nomic benefit and business purpose
allow the courts to pierce the facade of
legitimacy to determine if a deal has
any real economic substance.

The courts have employed the eco-
nomic substance doctrine countless
times. But their decisions have been in-
consistent.

This is due, in large part, because
they lack a specific framework of
guidelines and principles within which
to apply the doctrine.

The courts are divided on what to do.

Some look only to the form of the
transaction. They limit their analysis
to the four corners of the Tax Code, no
matter how crazy the result.

Others look beyond the form to the
substance of the transaction and con-
sider whether the tax result is con-
sistent with congressional intent.

It is the role of Congress to pass leg-
islation clarifying the economic sub-
stance doctrine to resolve these incon-
sistencies and uncertainties. The legit-
imacy of a tax transaction in Cali-
fornia should be evaluated in the same
way as a transaction in Florida.

Reliance on isolated and diverse judi-
cial decisions does not lead to effective
tax administration. Litigation is ex-
pensive both for taxpayers and the IRS.
Tax professionals will shop around for
the most advantageous court case to
justify an egregious position. We all
know that there is forum shopping.
They are going to go to the judge who
is most lenient.

We need to provide clarity and cer-
tainty.

Congress’s failure to enact this legis-
lation sends an implied message that
we don’t take abusive transactions se-
riously. Tax professionals know that
we cannot keep all the holes in the
dike plugged up by dealing with each
abusive scheme on a piecemeal basis.

With our proposed change, we are not
reinventing the wheel. We are only im-
proving it. The economic substance
doctrine has been part of the fabric of
our tax system since the case of Greg-
ory v. Helvering in 1935. It has been
around. It has to be consistently ap-
plied to minimize taking advantage of
the Tax Code.

Our proposal merely articulates the
way many of the circuits have already
applied this longstanding judicial doc-
trine.

Codification will strengthen this im-
portant standard that has been eroded
by conflicting and confusing case law
and by the greed of many practitioners
who are willing to overlook it in ex-
change for profit.

We must give the courts a reliable
and consistent standard to use when
considering the economic substance
doctrine. Failure to do so protracts the
cat-and-mouse game that taxpayers,
the IRS and the courts have played for
years.

You might ask: If passing a law to
clarify the economic substance doc-
trine will stop this kind of abuse to our
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tax system, why hasn’t it happened?
That’s a very good question.

Unfortunately, there are powerful
critics against the proposal, including
the American Bar Association and the
Bush administration.

Our legislation provides a framework
of consistent and standardized criteria
to apply to the economic substance
tests. The courts retain complete au-
tonomy and flexibility to decide
whether or not to use the doctrine in
the first place.

The critics, however, argue that the
courts will ‘‘lose flexibility’ to evalu-
ate transactions.

They say that ‘“‘an explicit and com-
prehensive statutory test” is a bad
thing.

In truth, their position would main-
tain the status quo. Their position
would keep the law broad and vague.
And their position would perpetuate
the same environment that has fos-
tered tax shelters, tax schemes, and
other abusive transactions.

Taxpayers have a right to plan their
taxes so that they don’t pay more than
they legitimately owe. This legislation
is aimed at those deals that cross the
line into manipulation and abuse—not
smart tax planning.

The critics say, unfairly, that the
Senate proposal is ‘‘overbroad’ and
could cast doubt on ‘‘legitimate tax
planning.”” They say that this provi-
sion will be ‘“‘ineffective’ because tax-
payers will just find a way to work
around it by crafting their deals with
apparent business purpose and eco-
nomic substance.

But if the legislation is as ‘‘inflexi-
ble” and ‘‘overbroad’ as they say, how
can it possibly leave room for tax-
payers to work around it?

The proposal that Chairman GRASS-
LEY and I included in this tax reconcili-
ation package provides standardized
principles to use as guidelines to clar-
ify when a transaction is abusive.

It will reduce rogue interpretations
of the Tax Code and promote consist-
ency and certainty instead of the exist-
ing confusion.

Critics argue that it promotes uncer-
tainty because there is no clear line of
demarcation between what passes mus-
ter and what doesn’t. Ignoring the pro-
vision’s standardized guidelines, they
suggest that the proposal gives the IRS
and the courts too much power—that it
provides opportunities and incentives
to find transactions ‘‘abusive at will.”

In reality, it does just the opposite.

And that’s exactly why some of the
opponents of this measure don’t like it.
They want to keep the power and flexi-
bility to design and sell tax shelters
and other transactions that pillage our
tax system.

There’s an old saying that the best
defense is a good offense. That pretty
much sums up the opposition to this
proposal. Like the tax shelters they
peddle, their arguments Ilack sub-
stance.

We should not stand idly by as a few
con artists peddle their scheme and
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take advantage of honest taxpayers.
We should plug this loophole in the
law.

We should urge the House to agree to
the Senate-passed provision.

I urge my colleagues to work to-
gether to get this passed for the benefit
of the American taxpayers, most of
whom are honest and decent, and they
are paying their fair share and do not
like at all these con artists making
millions and forcing the good, honest,
paying taxpayers to subsidize those con
artists and those companies taking ad-
vantage of it.

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

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. KYL. Mr. President, I ask unani-
mous consent that the order for the
quorum call be dispensed with.

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

Mr. KYL. Mr. President, let me re-
spond to the Kkind invitation of the
ranking member of the Finance Com-
mittee, on which I sit, to speak to the
matter that is before us. I appreciate
listening to his remarks about various
aspects of the reconciliation tax bill
and features thereof. Let me speak to
some of those items as well.

There will be a lot of debate, I sus-
pect, over the next several hours—
much of which has very little to do
with the Senate bill—but I think in an-
ticipation of what is likely to occur in
the conference committee when the
Senate bill joins up with the House bill
and we decide what provisions to take
from each of those bills and bring back
to our respective bodies.

Clearly, discussion about the capital
gains and dividends extension will be
part of that discussion. Let me start
with that.

I want to begin by noting that the
budget resolution which the conference
reached in April provides reconcili-
ation protection for $70 billion in tax
reductions over 5 years with the direc-
tion that the allocations be used to
prevent tax-rate increases during the
budget window, which is 2006 to 2010.

Let me repeat that. The instruction
that we gave for this budget was to
prevent tax-rate increases during this
budget window. If we do not take ac-
tion, there will be tax-rate increases
during this budget period.

This, as the President said in his
State of the Union speech, would be
both unanticipated and very
unwelcomed by the American people.

What exactly do we mean by that?

Talking about capital gains and divi-
dends, what we did back in April was
send a signal to investors that capital
gains and dividend tax rates would be
extended through 2010. Investment ad-
visers have been alerting their clients
that in their planning they must con-
sider that the tax rates have not yet
been extended and may, in fact, expire
in 2008.
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The conference agreement that
comes back to our respective bodies
needs to extend these investment tax
rates to give these investors certainty
and to give businesses certainty about
how they raise funds to expand their
operations.

When Secretary Snow testified before
the Finance Committee a week ago, he
said it was his opinion that the inves-
tors in the country, those people who
helped create jobs by investing in our
businesses, had already determined
that it was likely these tax rates would
be extended.

He said, if we do extend them, which
we anticipate doing, that is built into
the market right now. But he said if we
should fail to do so, we could antici-
pate that the market would react very
negatively to our failure to do so. The
reason, of course, is obvious. Investors
want to know what the return on their
investment will be 3 or 4 years out.
That is when they will likely turn the
asset that will provide the profit or a
deficit for them. They want to know
what that return is likely to be, which
means they want to know what the tax
rate is.

The tax rates that will expire in 2008
do not tell them what they need to
know.

We have the opportunity to extend
those tax rates through 2010 and pre-
vent an increase from occurring, and
that is precisely what we ought to do.

It is interesting that these particular
taxes are very important to the major-
ity of taxpayers in the country. These
are not the so-called tax cuts for the
rich. These are a continuation of exist-
ing tax rates for a majority of tax fil-
ers.

More than half of all Americans own
stocks, either directly or through mu-
tual funds. The 2003 marginal rate cut
on investment income worked by giv-
ing investors an incentive to put more
of their money to work in the markets.
At the lower rates, the tax penalty im-
posed on the additional investment
earnings, the reward for taking on ad-
ditional risk, is smaller than before,
and it makes the risk more attractive.

When investors get to keep more of
their reward, they are encouraged to
invest more. With more investment,
businesses have an easier time attract-
ing the capital they need to expand,
create new goods and services, and also
create new jobs.

It is all part of this additional eco-
nomic activity that creates this eco-
nomic growth.

Americans support the extension of
these tax rates.

A recent poll by the Pew Research
Center, released on January 24, found
that ‘‘half of Americans support ex-
tending reductions in taxes on invest-
ment income such as capital gains and
profits from stock dividends, while 35
percent believe these tax cuts should
not be extended.”

I intend, by the way, to support ex-
tending the tax cuts by 34 percent, 35
percent. The reason is very apparent—
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because it benefits millions of tax-
payers.

These lower rates have helped mil-
lions more taxpayers than other pop-
ular tax provisions; for example, the al-
ternative minimum tax relief that we
want to enact as well.

Let me do a comparison between the
AMT, which both Senator BAUCUS and I
would like to see repealed, how many
people would benefit from our relief
from the alternative minimum tax
versus how many would gain relief
from an extension of current rates on
capital gains and dividends.

It turns out, of all taxpayers that pay
the AMT—these are figures from the
2003 tax year, which is the last year—
9.7 percent had adjusted gross incomes
under $100,000. Meanwhile, of all tax-
payers reporting capital gains in 2003,
67.5 percent had adjusted gross incomes
under $100,000. Of those reporting divi-
dend income in that year, more than 70
percent had adjusted gross incomes
under $100,000.

Nationwide, fewer than 8 million fil-
ers would be helped by the AMT hold-
harmless provisions, while nearly 20
million filers would be helped by the
dividend relief that we would extend,
and just over 7 million filers would be
helped by the relief from capital gains.

Here is the bottom line: A lot of
Americans—over half—are now in-
vested in the stock market. A lot of
people will receive benefits if we con-
tinue the current tax rates for divi-
dends and capital gains. Over 20 million
of these filers under $100,000 will have
dividend income and over 7 million will
have capital gains income. That is
compared to those taxpayers whom we
will help under the AMT relief that we
provide of about 8 million filers.

The bottom line is, other than the
wealthy in our country, we are talking
about helping people with both kinds of
relief, but far more will benefit from
the capital gains relief, and especially
the dividend relief, than will benefit
from the AMT relief. Some of our col-
leagues understand that and say: We
understand in terms of pure numbers
there are a lot more taxpayers, espe-
cially in the lower income categories,
who will benefit from dividends and
capital gains relief than AMT relief.

What about the fact that maybe they
do not get as much relief, that the dol-
lar amount is not as much? There is a
myth floating around that it is actu-
ally very low. In fact, there is some-
thing being quoted as IRS statistics—
and they are not IRS statistics. They
are from a report of a group called the
Center on Budget and Policy Priorities
and also the Brookings Institute Tax
Policy Center, which claims IRS data
shows the taxpayers with income of
$50,000 or less only receive a benefit of
$11 per return from the lower rates on
dividends and capital gains, and the
benefit for taxpayers with income
under $75,000 would only be $77 per re-
turn.

That is just plain wrong. First of all,
the data is not from IRS. What is the
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data from IRS showing? Mr. President,
I ask unanimous consent a couple of
charts be printed in the RECORD after
these remarks to show what I am talk-
ing about.

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

(See exhibit 1.)

Mr. KYL. The IRS statistics—and
this comes specifically from table 3.6,
2003, of a report called ‘‘Individual In-
come Tax Returns, Returns with Modi-
fied Taxable Income: Taxable Income
and Tax Classified by Each Rate at
which Tax Was Computed and by Mar-
ital Status.” If you look under that
table, what you will find is that based
upon actual IRS data estimated from
2003, the people who had taxable in-
come of less than $50,000 on a per re-
turn basis, saved about $171 each. In
2008, the tax rate is reduced from 5 per-
cent to zero for these taxpayers. Based
upon the same data, that allows the
rate to expire, which would result in a
$341 tax increase on each of the almost
10 million taxpayers in these two low-
est income tax brackets if we do not
extend this tax rate at its current
level.

What are we saying? If we do not
take action and extend this current
rate, what we are going to have for
these lower income tax payers, those
who make $50,000 or less, is they will
see a $341 tax increase on each of those
almost 10 million taxpayers. That is a
far cry from this figure of $11, which is
simply wrong.

The bottom line is, not only will
more taxpayers receive relief under the
extension of the capital gains and divi-
dends part of what we hope will be the
conference report than those who re-
ceive AMT relief, it will be substantial
relief. If we allow these rates to expire,
there is going to be a substantial tax
increase on these people in the lowest
brackets, those making $50,000 and
below. They will see a $341 tax in-
crease. I would call that real money. I
call that amount of people real people.

I mentioned before the people mak-
ing $100,000 or less. What about those
making less than that? If you look at
those with adjusted gross incomes of
$30,000, for example, with regard to
dividends, 19.2 percent of the people re-
porting dividends were in that income
category. With respect to capital gains,
likewise, at that lower adjusted gross
income of $30,000, 18.5 percent of those
reporting long-term capital gains were
in that category.

The bottom line is, whether you are
talking about less than $100,000, less
than $30,000—I mentioned the amount
of money received from those making
less than $50,000—whatever category
you are looking at, you better extend
the current rates or there will be mil-
lions and millions of these low-income
taxpayers receiving a big hit on their
taxes.

Let me be very plain. We are not
talking about additional cuts in taxes.
What we are talking about is just keep-
ing the existing tax rates. If we do not
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extend them, millions of low-income
Americans are going to see a huge in-
crease in their tax bill; one that is un-
anticipated, unappreciated. We cannot
afford to allow that to happen.

I hope we could agree, those who
agree there should be relief from the
alternative minimum tax, that we also
need to continue to provide the relief
from the dividends in capital gains
taxes as well.

In addition to talking about this in
terms of American families, it is im-
portant to understand what this has
done for our economy. The fact is, all
taxpayers, all workers in this country,
all people who have jobs, all benefit
from the economic expansion that has
occurred largely as a result of the tax
policies the President has proposed and
to which Congress has agreed. It would
be folly to allow those tax policies to
expire.

What kind of impact have these tax
policies had on the gross domestic
product? Whether you embrace these
lower rates or not, you have to ac-
knowledge they have helped our econ-
omy, which grew at a 4.1-percent an-
nual rate in the third quarter of last
year, the 10th straight quarter in which
gross domestic production grew at a
rate above 3 percent. It is interesting
to compare this with the European
economies. For 2005, the Euro area
gross domestic production grew at only
1.4 percent. Economists predict for 2006
it will be about 1.9 percent. The United
States, by contrast, is expected to grow
at 3.6 percent for 2006, according to the
CBO.

What does this mean, or how does the
gross domestic production actually in-
crease? You have to have business in-
vestment, primarily small businesses.
Interestingly, business investment fell
in the nine consecutive quarters before
the 2003 tax rate bill was passed. For
nine consecutive quarters, businesses
were not investing. Investment was de-
clining. So in 2003 we passed these addi-
tional tax rates. What happened was
cutting taxes on capital helped reverse
the decline. In the 11 consecutive quar-
ters since these tax cuts, business in-
vestment measured by nonresidential
fixed investment has increased each
and every quarter. In fact, business in-
vestment has continued to increase
even after the expiration of the tem-
porary bonus depreciation for business
investments expire.

Interestingly, it has not just been
businesses that have seen additional
revenue as a result of the investment,
but there has been job creation from
these tax cuts. But, ironically, these
tax cuts—or paradoxically, I could
say—have also provided increased reve-
nues to the Federal Treasury. Accord-
ing to a recent report by the CBO, cap-
ital gains revenue is 16 times greater
than it was forecast to be. Government
estimators predicted that the reduc-
tion in capital gains rates enacted in
2003 would cost the Federal Govern-
ment $27 billion in lost revenues for
2004. CBO’s most recent report shows
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that the lower rates actually brought
in an additional $26 billion in revenue.
Instead of costing $27 billion, the lower
rates actually made $26 billion for the
Treasury.

Why does that happen? It is fairly ob-
vious. You are holding assets, and if
you sell them, it will cost you 20 per-
cent in taxes, 20 percent of the gain.
That is a pretty stiff tax. You do not
want to do that. Congress comes along
and says: We will reduce that down to
15 percent. Small businesses, in par-
ticular, say: Great; in that event, we
will pay less in taxes, 256 percent less.
We will go ahead and sell the asset and
only pay 15 percent.

So more people do that than were ex-
pected to sell assets so even at a lower
rate, because of the increase in volume,
the Government ends up making a lot
more money.

Think of it this way. You are a de-
partment store. When you go to the de-
partment store and there is a big sale
over the week, how can the department
store make any money? It is simple.
They reduce the price they sell their
product for, but there is so much more
of the product sold that they more
than make up for the reduced cost by
the volume of sales.

It is the same thing that occurs here.
Lower the rate a little bit, but that at-
tracts people to sell their assets, to
take advantage of that lower rate. And
that increased volume in sales more
than makes up for the reduction in the
rate. That is why you have to be a lit-
tle careful with the CBO projections
about the ‘‘cost’” to the Federal Gov-
ernment of lower taxes. Frequently,
the cost ends up not to be a cost at all
but an increase in actual revenues.
That is precisely what has been occur-
ring here.

It is interesting that according to the
same CBO report, the Government took
in $60 billion in capital gains taxes in
fiscal year 2004, which is a 20-percent
increase from 2003. And it is projected
that capital gains taxes coming into
the Treasury increased another 25 per-
cent in 2005—up $75 billion. That is real
money no matter how you calculate it.

We cannot say for certain that the
lower tax rates will always continue to
make revenue for the Treasury in the
future, but looking back we can sure
conclude that these investment tax
rates have thus far been nothing but
good news for the Treasury. That
means good news for all of us because
instead of the Government going fur-
ther into a deficit situation, this in-
creased revenue is helping us to keep
the deficit more under control.

It is interesting that overall revenues
are up in 2005. The Treasury collected
$2.15 trillion in revenues, which is the
highest level of Federal receipts in his-
tory, and it is $274 billion more than
collected in the previous year. Remem-
ber, this is with lower tax rates. Yet we
still took in $274 billion more than col-
lected the year before. That is a 14.6-
percent increase overall. CBO has pro-
jected individual revenues for 2006 will
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be up 8.2 percent, greater than they
were from 2005, and that corporate re-
ceipts will be 8.6 percent higher. Reve-
nues for December 2005, just to take
that month, were 12 percent higher
than they were for December 2004. Cor-
porate receipts were up about 33 per-
cent, and receipts from individual in-
come tax payments were up about 5
percent.

This is the biggest reason we should
not in any sense be accepting argu-
ments that somehow we need to have
what some people around here call pay-
go, where you take the CBO estimates
of how much a tax reduction is going
to cost the Treasury, and somehow you
make that up in additional revenue. So
that net, you are not reducing taxes on
the taxpayers at all.

What is the point of a tax reduction
if it is not a real tax reduction; if you
are just taking money out of one pock-
et but then you have to add it from the
other pocket? It makes no sense. In
fact, it is just reversed. We should not
be talking about the cost to the Treas-
ury; we should be talking about the
cost to the taxpayers. They are the
ones who have to pay. It is their hard-
earned money. We cannot spend a dime
in Congress that somebody did not
work very hard to earn to send back to
Washington in the form of taxes.

When we talk about increasing taxes
or decreasing taxes or keeping the
level of the taxes where they are right
now, and we calculate the cost to the
Federal Treasury, I say forget that. I
am worried about the cost on my con-
stituents. They are the ones who will
invest. They are the ones who will hire
more people if we let them keep more
money. And that means more people
will have jobs. If people have jobs, they
will pay more in taxes and the Govern-
ment will continue to collect more rev-
enue.

The statistics I have quoted dem-
onstrate that a sensible tax policy, one
which doesn’t set the rates too high,
will actually end up bringing more rev-
enue into the Federal Treasury than
one which tries to set the rates too
high. That is why since pay-go does
nothing about the spending side of the
equation, which is what is driving up
the deficit—because our big entitle-
ment programs: Medicare, Medicaid,
and Social Security are not affected by
that. It does nothing to affect them
whatsoever. The only thing it does is
require if we have a tax reduction we
have to have a tax increase somewhere
else so it comes out even. That does
not do the economy any good at all.

The bottom line is the provisions of
the bill before the Senate, as well as
those that are likely to come back to
the Senate from conference, will be
helpful to individual taxpayers in the
lower income brackets and helpful to
families who create small businesses,
who have small businesses that create
jobs. They will be helpful to the econ-
omy as a whole and even helpful to the
Federal Treasury.

I will refer a little bit to this argu-
ment made by some, including my good
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friend from Montana, that we cannot
afford to do both the 1-year fix for
AMT; that is to say, have most people
not pay the unanticipated taxes under
the alternative minimum tax, and also
the relief we would provide by con-
tinuing the existing tax rates for cap-
ital gains and dividends. The fact of
the matter is, we can, and we will, do
both. Within the next 3 or 4 weeks, we
will have done both, and the country
will be better off for it.

There is about $30 billion that is re-
quired to provide the so-called fix for
the alternative minimum tax to make
sure that at least most taxpayers are
not going to be stunned by that tax
this year. I support that. The AMT is a
feature of our Tax Code that has gone
awry. As I said, both Senator BAUCUS
and I have sponsored legislation to do
away with it. Its intended purpose was
to make sure very wealthy people
could not zero out their tax liability by
claiming what are, in fact, legitimate
deductions and exemptions and credits.
But they were being used to the point
that some people paid virtually no
taxes or no taxes. Congress decided:
Well, everybody has to pay something,
everybody except people at the low in-
come.

But because it was not indexed for in-
flation, and, as it turns out, it is al-
most impossible to target just the
“‘rich,”” the AMT has gone awry. It has
crept into the middle class. If we do
not stop it, before long it is going to af-
fect virtually all taxpayers.

So what the bill provides is an in-
creased exemption for 2006 so that the
exemptions do not drop back to pre-
2001 levels. It also prevents certain
credits from being eroded by the AMT.
The net result is that most people
should not have to worry about the
AMT tax bill for this year.

But the bottom line is, we can do
that and also provide the relief for cap-
ital gains and dividends, according to
the calculation of the ‘‘costs’ for that
relief. In other words, extending for 2
more years the existing rates for cap-
ital gains and dividends, that is a little
more than $20 billion.

So when Congress passed the $70 bil-
lion in relief in the budget last April,
and asked the committees to come
back with their reconciliation in taxes
for that amount, we wanted to make
sure no one would pay higher taxes
during this 5-year budget window. We
can do that by extending the same rate
for capital gains and dividends—that is
about $20 billion—providing this year
of relief from the alternative minimum
tax—that is about $30 billion—and
there is still something like $16 billion
or $20 billion, about $20 billion left over
for other provisions which we also
want to take care of.

I am also going to discuss some of
these other provisions because I think
it is very important for anybody who
might think about voting against this
bill to appreciate what they would be
voting against.

First, they would be voting against
the savers’ credit. The savers’ credit is
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a nonrefundable tax credit that encour-
ages low-income taxpayers to make
contributions to an employer-provided
retirement savings plan or an IRA.
This tax reconciliation bill extends
that credit through 2009. It is currently
scheduled to expire at the end of this
year. Nationwide, almost 5.5 million
filers take advantage of this tax credit.
By the way, almost 100,000 of those fil-
ers are in my State of Arizona.

How about small business expensing?
Under current law, small businesses
can deduct the cost of qualified invest-
ments in the first year they are made,
up to $100,000, indexed for inflation.
After 2007, this amount will drop back
to $25,000. What our bill does is to ex-
tend the increased amount through
2009. Keeping the increased amount en-
ables small businesses to continue to
invest and grow.

Now, if you vote against this bill,
here is something else you will be vot-
ing against: the above-the-line deduc-
tion for college tuition expenses. Under
current law, the provision that allows
a taxpayer to take an above-the-line
deduction for college tuition costs ex-
pired at the end of 2005. It is done. The
full deduction is available for joint fil-
ers with income under $130,000 and is
phased down for higher income filers.

The tax reconciliation bill, the bill
that is before us, would extend it
through 2009. We have to do that this
year because it has expired. Above-the-
line deductions are important in this
case because they are available to non-
itemizers, while most deductions,
below the line, are only available to
those filers who itemize. Nationwide,
over 3.6 million filers claimed this de-
duction in 2004. About 74,000 of those
filers, by the way, were in my State of
Arizona.

CONGRESSIONAL RECORD — SENATE

There are some other extenders. The
President talked about some of these
in his State of the Union speech. For
example, the R&D tax credit that is so
important to continued research and
development in our country. And there
is the 15-year depreciation recovery pe-
riod for restaurant improvements, the
15-year depreciation recovery period
for leasehold improvements. This bill
also extends the deduction for teachers
who pay for some expenses out of their
own pocket. This is something I intro-
duced some years ago. In fact, if my
recollection serves, the average teach-
er spends about $5600 a year out of her
or his own pocket to bring supplies to
school that are not paid for by the
schools in order help teach the Kkids.
We provide a deduction for that. Na-
tionwide, there are 3.3 million filers
who take advantage of that. And 62,000
of those are in my State of Arizona.

Finally, to mention the sales tax de-
duction. This is very important. It is
not important in my State in par-
ticular, but it sure is important in
some other States. For 2004 and 2005,
taxpayers living in States without in-
come taxes could take an itemized de-
duction for State and local sales taxes
in lieu of the existing deduction for
State and local income taxes, from
which they get no benefit. The rec-
onciliation bill would extend this op-
tion for 2006. Nationwide, 12.3 million
families and individuals will benefit
from the sales tax deduction this year,
2006.

So the bottom line of all of this is
that this bill is not just about the AMT
and capital gains and dividends; it is
about a lot more. My colleagues who
want to help average taxpayers, people
who do not even itemize their deduc-
tions, teachers, small businesses—all of
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these taxpayers are benefited by the
bill we have before us. It is important
for us to support these taxpayers, by
the millions, as I said.

There is a final point; that is, a point
that Senator BAUCUS has raised con-
cerning the so-called Byrd rule. This is
a very technical, rather arcane point
about revenue loss beyond the budget
window. The two tax-writing com-
mittee chairmen in the House and the
Senate are well aware of this require-
ment and will make certain the con-
ference agreement complies with all
rules of the Senate by including any
necessary offsets, as the Senate-passed
reconciliation bill complies with all
rules of the Senate. So I want to assure
my colleagues that the problem that
has been raised is not going to be a
problem by the time we conclude vot-
ing on this legislation. They can rest
assured of that.

So, Mr. President, I urge my col-
leagues, as they consider any motions
to instruct conferees this evening, that
it is all well and good to tell our con-
ferees what we think, but the bottom
line is, we need to get this bill into
conference so the conference com-
mittee can issue a conference report
that we will then deal with and our
House colleagues will then deal with,
that will continue the tax rates that
currently exist, that will continue the
deductions and exemptions we cur-
rently have for all these taxpayers we
talk about, that will not allow taxes to
increase on our constituents. That is
what this bill is all about—nothing
more, nothing less—no tax increases.

Thank you, Mr. President.

EXHIBIT 1

TABLE 3.6.—2003, INDIVIDUAL INCOME TAX RETURNS WITH MODIFIED TAXABLE INCOME: TAXABLE INCOME AND TAX CLASSIFIED BY EACH RATE AT WHICH TAX WAS COMPUTED AND

BY MARITAL STATUS

[All figures are estimates based on samples—money amounts are in thousands of dollars]

All returns Joint returns and returns of surviving spouses Returns of married persons filing separately
Marginal tax rate classes Number of Income taxed  Income tax gen- Number of Income taxed  Income tax gen- Number of Income taxed  Income tax gen-
returns at rate erated at rate returns at rate erated at rate returns at rate erated at rate

1) (2) 3) (4) (5) (6) 0] (8) (9)

All tax rates 101,386,201 4,206,592,861 780,305,566 44,033,987 2,867,802,099 551,093,751 2,027,382 74,697,606 14,992,353
5 percent 9,833,227 33,552,373 1,677,619 5,735,137 21,989,140 1,099,457 109,279 358,270 17,913
8 percent 1,058,265 3,780,577 302,446 638,945 2,744,256 219,540 12,762 24,298 1,944
10 percent 100,367,644 914,053,162 91,405,316 43,667,544 555,949,302 55,594,930 2,017,756 13,037,057 1,303,706
10 percent (capital gains) 1,445,014 3,942,692 394,269 837,753 2,774,756 277,476 12,290 22,530 2,253
10 percent (Form 8814) 92,871 62,588 6,267 70,255 48,325 4,837 56 67 7
15 percent 74,461,039 1,583,782,894 237,567,434 35,870,035  1,052,826,848 157,924,027 1,721,892 24,754,136 3,713,120
15 percent (capital gains) 9,461,124 205,205,659 30,780,849 6,285,159 152,654,959 22,898,244 144,743 5,995,346 899,302
20 percent 2,188,286 75,411,601 15,082,320 1,441,471 57,677,194 11,535,439 25,602 2,464,341 492,868
25 percent 26,738,916 640,244,673 160,061,168 14,119,838 423,664,278 105,916,069 652,367 9,830,617 2,457,654
25 percent (capital gains) 349,114 7,250,430 1,812,607 236,994 5,705,659 1,426,415 4,929 185,917 46,479
28 percent 5,459,365 199,378,501 55,825,980 3,635,902 143,892,642 40,289,940 160,274 2,894,980 810,594
28 percent (capital gains) 9,600 805,760 225,613 5,868 609,221 170,582 *12 *14,530 *4,068
33 percent 2,029,605 170,336,243 56,210,960 1,634,272 140,306,823 46,301,252 59,230 2,399,367 791,791
35 percent 752,028 367,903,515 128,766,230 641,635 306,958,696 107,435,544 22,824 12,716,151 4,450,653
Form 8615 100,337 882,194 186,486

*Estimate should be used with caution because of the small number of sample returns on which it is based.

Note: Detail may not add to totals because of rounding.

Source: IRS, Statistics of Income, Individual Complete Report 2003, Publication 1304, October 2005.

TABLE 3.6.—2003, INDIVIDUAL INCOME TAX RETURNS WITH MODIFIED TAXABLE INCOME: TAXABLE INCOME AND TAX CLASSIFIED BY EACH

BY MARITAL STATUS—continued

RATE AT WHICH TAX WAS COMPUTED AND

[All figures are estimates based on samples—money amounts are in thousands of dollars]

Marginal tax rate classes

Returns of heads of households

Returns of single persons

Number of Income taxed at Income tax gen- Number of Income taxed at Income tax gen-
returns rate erated at rate returns rate erated at rate
(10) (11) (12) (13) (14) (15)
All tax rates 13,218,829 258,524,437 39,251,842 42,106,004  1,005,568,719 174,967,619
5 percent 403,159 934,890 46,745 3,585,652 10,270,073 513,504
8 percent 34,235 80,776 6,462 372,323 931,248 74,500
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TABLE 3.6.—2003, INDIVIDUAL INCOME TAX RETURNS WITH MODIFIED TAXABLE INCOME: TAXABLE INCOME AND TAX CLASSIFIED BY EACH RATE AT WHICH TAX WAS COMPUTED AND

BY MARITAL STATUS—continued—Continued

[All figures are estimates based on samples—money amounts are in thousands of dollars]

Marginal tax rate classes

Returns of heads of households

Returns of single persons

Number of Income taxed at Income tax gen- Number of Income taxed at Income tax gen-
returns rate erated at rate returns rate erated at rate
(10) (11) (12) (13) (14) (15)

10 percent 13,184,715 102,452,847 10,245,285 41,497,629 242,613,955 24,261,396
10 percent (capital gains) 52,205 149,977 14,998 542,765 995,430 99,543
10 percent (Form 8814) 19,653 12,773 1,281 *2,907 *1,421 *143
15 percent 7,628,714 105,116,730 15,767,510 29,240,398 401,085,180 60,162,777
15 percent (capital gains) 254,126 4,043,136 606,470 2,777,097 42,512,217 6,376,833
20 percent 48,027 1,325,228 265,046 673,186 13,944,838 2,788,968
25 percent 1,450,057 28,069,853 7,017,463 10,516,654 178,679,925 44,669,981
25 percent (capital gains) 11,082 188,343 47,086 96,109 1,170,512 292,628
28 percent 141,741 4,805,859 1,345,641 1,521,448 47,785,019 13,379,805
28 percent (capital gains) *8 *5,732 *1,605 3,712 176,275 49,357
33 percent 50,672 4,107,496 1,355,474 285,431 23,522,557 7,762,444
35 percent 15,740 7,230,795 2,530,778 71,829 40,997,872 14,349,255
Form 8615 100,337 882,194 186,486

*Estimate should be used with caution because of the small number of sample returns on which it is based.

Note: Detail may not add to totals because of rounding.

Source: IRS, Statistics of Income, Individual Complete Report 2003, Publication 1304, October 2005.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, the next
motion will be a motion by the Senator
from Oregon, Mr. WYDEN, on energy. I
ask unanimous consent that the pend-
ing motions be temporarily laid aside
so the Senator from Oregon may offer
his motion.

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

The Senator from Oregon.

MOTION TO INSTRUCT CONFEREES

Mr. WYDEN. Mr. President, I send a
motion to the desk and ask for its im-
mediate consideration.

The PRESIDING OFFICER. The
clerk will report the motion.

The assistant legislative clerk read
as follows:

Mr. WYDEN moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendment to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to insist on a provision that repeals acceler-
ated depreciation for geologic and geo-
physical costs for oil and gas exploration by
the 5 major oil companies for the following
reasons:

(1) In April 2005, President Bush stated
that “With $55 oil, we don’t need incentives
for oil and gas companies to explore.”. On
February 10, 2006, oil futures trading on the
New York Mercantile Exchange closed at
$61.84 per barrel.

(2) At a November 9, 2005, joint hearing of
the Committee on Energy and Natural Re-
sources and the Committee on Commerce,
Science, and Transportation, the Chief Ex-
ecutives of ExxonMobil, ChevronTexaco,
ConocoPhillips, BP, and Shell all testified
that the new tax breaks in the Energy Policy
Act of 2005 were unnecessary for their com-
panies to explore for oil. Accelerated depre-
ciation for geologic and geophysical costs for
oil and gas exploration is one of the new tax
breaks provided by the Energy Policy Act of
2005.

(3) The Joint Committee on Taxation esti-
mates that this special interest tax break for
major oil companies costs the taxpayers and
the United States Treasury more than
$100,000,000 over the next 5 years and almost
$300,000,000 over 10 years. The United States
taxpayers will have to pay higher taxes to
provide this tax break for big oil companies.

(4) In 2005, the 5 major oil companies whose
Chief Executives testified before the joint
hearing of the Committee on Energy and

Natural Resources and the Committee on
Commerce, Science, and Transportation re-
ported net profits of more than
$111,000,000,000.

(5) At a time of record high oil company
profits and high Federal budget deficits,
hardworking American taxpayers should not
have to provide record subsidies to major oil
companies. Congress should eliminate this
special interest tax break for the largest oil
companies that even these 0il companies say
is not needed.

Mr. WYDEN. Mr. President, I thank,
particularly, the distinguished Senator
from Montana, who is on the floor, Mr.
BAucus, and Senator GRASSLEY, for
working very closely with me on this
issue because I think this illustrates
something the Senate is going to have
to tackle aggressively in the days
ahead. This, at least, makes a modest
step in the right direction.

At a time when the o0il companies
have been making record profits and
often charging record prices at the
pump, it does not seem, to me, they
ought to be receiving record subsidies
from the taxpayers.

What this amendment does—and this
would mean for the first time in, as far
as I can tell, 20 years—the Congress
would actually be rolling back a sub-
sidy to the oil industry. This would
limit one of the new tax breaks that
the major oil companies received in
last year’s Energy bill.

The reason I feel so strongly about
this, colleagues, is we had the major oil
companies before the Energy Com-
mittee recently, and I asked the CEOs
of the five largest oil companies if they
agreed with the President’s state-
ment—and I quote here— ‘With $55 oil,
we don’t need incentives for oil and gas
companies to explore.”

The CEOs of ExxonMobil,
ChevronTexaco, ConocoPhillips, BP,
and Shell all agreed that the new tax
breaks for exploration in the Energy
bill were unnecessary. In fact,
ExxonMobil CEO Lee Raymond said:

When you add it all up that energy legisla-
tion is zero in terms of how it affects
ExxonMobil.

So what we have is the bizarre situa-
tion where the Congress sends billions
of dollars of new subsidies to the oil
companies when the oil companies ac-

tually show up at congressional hear-
ings and say they do not even need
these subsidies that the Congress is
sending them.

Now, ExxonMobil recently announced
it had posted an all-time record profit
of $36 billion in 2005. That huge amount
is not just the highest profit ever for
an oil company, it is the highest profit
ever for any company. And ExxonMobil
is not the only oil company to post a
record-high profit in 2005.
ConocoPhillips reported its profits shot
up 66 percent to $13.5 billion, while
ChevronTexaco’s profits jumped to
more than $14 billion. The five largest
0il companies in the country had com-
bined profits of more than $110 billion.

So I would only say to the Senate
today, it is one thing to talk about new
tax breaks to the oil companies and to
look at them, as we are doing today,
and to particularly say: Do the oil
companies need these tax breaks in
order to promote exploration and se-
cure the energy our country needs?
What we now have is the situation
where the o0il companies themselves
have come to the Congress and have
said, publicly, before the Congress,
they do not need these kinds of tax
breaks.

At a time when they make record
profits and consumers have recently
paid record-high prices, the Federal
Government simply should not record
record-high subsidies to these compa-
nies.

The Senate tax reconciliation bill in-
cludes an amendment I had the oppor-
tunity to work with Chairman GRASS-
LEY and Senator BAUCUS on to elimi-
nate one of the new tax breaks for the
o0il companies to explore. This is ex-
actly the type of incentive the major
0il company CEOs and President Bush
have said they do not need.

The special-interest tax break I was
able to see eliminated from the Fi-
nance Committee bill would cost tax-
payers about $300 million over 10 years.
The taxpayers, in effect, would have to
pay higher taxes to provide this big
break for major oil companies, when
the price of oil is over $60 per barrel.
That is $7 per barrel higher than the
price at which the President said they
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do not need incentives. At these high
prices, it is my view we ought to take
back this unnecessary tax break and
save our citizens hard-earned tax dol-
lars.

Now, there are some in the industry
who may argue the five major oil com-
panies’ CEOs do not speak for the en-
tire industry. They may argue the
small producers still need more incen-
tives to explore.

I want to emphasize this amendment
does not affect the small producers.
This amendment is about the large oil
companies, the people who came to the
Senate and said they do not need new
subsidies.

This amendment is about making
sure these major firms don’t get a tax
break they now have testified they
don’t need. The fact is, over the past 2
years, oil companies have already in-
creased their drilling operations as the
price of oil has skyrocketed from $45
per barrel to over $70 per barrel. The
number of rigs in operation and the
amount of drilling have also been in-
creased by a third since 2003. Most of
this increased drilling occurred before
the new tax break went into effect.

What it comes down to is Congress
should not provide more subsidies to
major oil companies that make record
profits to do what they are already
doing, especially at a time when our
consumers are getting hammered at
the pump. Unless the Congress accepts
this measure that the Finance Com-
mittee accepted when I offered it
through the support of the chairman
and Senator BAUCUS, the major oil
companies would be getting a signifi-
cant new tax break that other major
industries don’t get.

Instead of having to write off some of
their capital costs over a number of
years, major companies would get ac-
celerated writeoffs for what is called
geological and geophysical exploration
costs. According to the Joint Com-
mittee on Taxation, the IRS and the
Federal courts have ruled that these
costs are capital costs which should
properly be depreciated over the entire
period the oil well is producing, which
can be a decade or longer.

The President’s budget calls for scal-
ing back this special treatment of oil
and gas exploration costs by extending
the depreciation period for what are
called G&G costs from 2 to 5 years. The
Senate bill takes a little different ap-
proach by repealing accelerated depre-
ciation of these costs for the biggest oil
companies.

I wish to emphasize this, particularly
since I see my friend from Mississippi
who has discussed the energy issue in a
very thoughtful way in committee. The
Senator from Mississippi and others
have stressed how important these in-
centives are to the independents and
small producers. This is something
with which I am sympathetic.

I have indicated to Chairman GRASS-
LEY and others that I believe we ought
to be taking a comprehensive look at
the Tax Code as it relates to the energy
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field to make sure we can reconfigure
these tax breaks so that when they are
needed by the small companies and the
independents, they can get them, but
we don’t keep sending them out the
door to the big oil companies and then
have these big oil companies in effect
embarrass the Congress by coming to a
hearing and saying: Look, we don’t
need these breaks.

Tax breaks such as the accelerated
writeoffs for these costs also clutter up
the Tax Code and distort capital mar-
kets. It is not the place to discuss it
today, but my Fair Flat Tax Act would
give us a bipartisan opportunity to re-
move some of that clutter from the
Tax Code. At least we can make a start
at reform today by eliminating the spe-
cial interest tax break for the oil in-
dustry which the companies say they
don’t need.

Our consumers already pay more at
work, they pay more at home, and they
pay more as they drive everywhere in
between. Let’s give them a break in
their personal energy bills. We can give
them a break by ensuring that those
folks who are getting hammered with
high energy bills at home won’t have
to subsidize profitable oil companies
when they pay their taxes.

I urge my colleagues to support fiscal
responsibility by supporting my mo-
tion to urge the conferees to support
the Senate position, eliminate this spe-
cial tax break for the major companies.
This does not apply to the small com-
panies. It doesn’t apply to the inde-
pendents. I have worked closely with
Chairman GRASSLEY and Senator BAU-
CUS to ensure that will be the case.

I hope we will be back in this Cham-
ber for a more comprehensive discus-
sion of the Tax Code and energy policy
in the days ahead. My own sense is, in
the last energy bill, we subsidized an
awful lot of people to do the wrong
thing. Getting a new energy policy is
arguably the most red, white, and blue
issue the Congress could possibly take
up. I think about our soldiers in Iraq
and Afghanistan, these individuals who
honor us every day with their courage
and valor. I want to make sure their
kids and grandkids are not off in the
Middle East fighting a war and Con-
gress is still dallying on oil.

This is a step in the right direction.
I suspect other colleagues want to dis-
cuss this issue. I reserve the remainder
of my time.

In fact, how much additional time do
I have on this motion?

The PRESIDING OFFICER. The Sen-
ator has 18%2 minutes.

Mr. LOTT. Mr. President, will the
Senator from Oregon yield for a couple
questions?

Mr. WYDEN. Absolutely.

Mr. LOTT. I wanted to make sure I
understood what the Senator was advo-
cating.

Is the Senator proposing a motion to
instruct that would basically say that
the Senate should insist on the posi-
tion it had in our version of this rec-
onciliation tax package in conference?
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Mr. WYDEN. The Senator is correct.
I am asking that we insist on what we
did in the Finance Committee and
what Chairman GRASSLEY and Senator
BAUCUS have worked closely with me
on. It is our feeling that we do need to
have a broader and more comprehen-
sive discussion about this down the
road, but we took a modest step in the
right direction in the Finance Com-
mittee. That is what I wish to preserve
with this motion.

Mr. LOTT. And that language was re-
tained in the full Senate?

Mr. WYDEN. Right.

Mr. LOTT. Let me just say to the
Senator from Oregon that regardless of
whether Senators agree or disagree,
this is an appropriate motion to in-
struct. This relates to the bill at hand.
Obviously, it is not going to buy any
conferees. I hope I will be a conferee.
Certainly, it won’t buy me. But at
least it speaks to the substance of the
bill before us. The Senator has his
right to do this, and it certainly is ap-
propriate.

Most of these other motions to in-
struct we are going to be dealing with
don’t really deal with the bill; they are
purely partisan hit amendments or mo-
tions to instruct. And what we are
going to do on this side is respond in
kind. It is the kind of partisan political
“‘gotcha’ which has caused this insti-
tution to deteriorate to the mnadir
where we are. It is unfortunate, and I
am sad about it. But if that is the way
we are going to proceed, I am going to
join in the fun and games before the
day is done.

At least in the case of the Senator
from Oregon, he is dealing with a sub-
ject in the bill. I commend him for
that. He is very thoughtful in this, as
in most subjects. His motion to in-
struct is an appropriate one.

Mr. WYDEN. Mr. President, to re-
spond briefly, I thank the Senator from
Mississippi. I am interested in working
with him on the Finance Committee.
This discussion does need to be part of
a longer debate.

The Senator from Mississippi has
drawn an important distinction that a
number of us have talked about as to
the difference between the small firms
and the independents and the big firms.
What we tried to do in this bipartisan
amendment is to preserve it. Frankly,
in a sense, we ought to do this just to
prevent the embarrassment of the Sen-
ate. When you have these big oil com-
panies show up in broad daylight and
say they don’t need these tax breaks,
and the Congress has just been sending
out billions of dollars, that ought to be
a wake-up call for both sides of the
aisle, Democrats and Republicans, to
work together to rethink this. I hope
this will be the beginning of such an ef-
fort. It is a modest step. It will save
$300 million over 10 years—clearly, not
what we need to do to deal with the
hemorrhaging of the Federal budget,
but at least it is a step in the right di-
rection.
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I thank the distinguished Senator
from Mississippi and reserve the re-
mainder of my time.

The PRESIDING OFFICER. The Sen-
ator from Mississippi.

Mr. LOTT. Mr. President, parliamen-
tary inquiry: Are we now on the con-
ference report itself so that I could
yield myself time off the overall re-
port?

The PRESIDING OFFICER. The time
can be yielded from the general debate.

Mr. LOTT. I ask unanimous consent
that I be yielded time off of the debate
which is scheduled on our side of the
aisle.

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

Mr. LOTT. Mr. President, I will be
brief. In line with what I was just say-
ing, I have been informed by the staff
that the Parliamentarian probably
would consider motions to instruct
conferees regarding making permanent
the changes we have provided in the al-
ternative minimum tax area. If that
would be in order, if we start down this
trail of motions to instruct, I would be
prepared to offer one in this AMT area
or defer to the chairman, if he would
prefer to do so.

This is an area in which we should
act. I remember a few years ago when
we got into the discussion of the alter-
native minimum tax, the desired goal
was to make sure that everybody paid
some minimum amount of taxes. It was
aimed at the wealthy. But as we all
have learned, because of the way the
Tax Code works, more and more mid-
dle-income Americans have been pulled
into this AMT web. It has gotten to be
a serious problem, so we have proposed
to do something in the Senate-passed
bill on a temporary basis on the AMT.

My proposal would be, if it is the
right thing to do, make it permanent.
This is the kind of thing we are playing
around with that is inappropriate. Why
would we do it for a year or two? If it
is the right thing to do, let’s make it
permanent.

I suspect there are some people in the
Senate who will not want to do that for
whatever reason. My question is: Why
not, if it is the right thing to do? The
same thing is true with some of the
other proposals which have been con-
sidered. If we are going to extend the
tax break for some of these families
with children so they won’t get hit
with a tax increase, shouldn’t we do it
here? Who now wants to stand up and
defend the fairness of what is hap-
pening with this alternative minimum
tax, what it is doing to middle-income
workers?

With all the complaints we hear
about the AMT on both sides of the
aisle, why in the world wouldn’t we
support a motion to instruct to make
it permanent? I would hope that we
would. I think that substantively, this
is a no-brainer. Yet I understand there
is resistance to doing that. Maybe
there are some people who don’t want
to vote on that motion to instruct.

There are 20 million American fami-
lies affected by this pernicious provi-
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sion in the Tax Code which has taken
on aspects we never intended. If it is
the right thing to do, then the budget
should reflect that. This tax reconcili-
ation should reflect that. We ought to
make the change in the AMT perma-
nent.

I would hope that we wouldn’t get
into a long list of motions to instruct.
They are irrelevant anyway. But both
sides need to know that if we are going
to start down that trail, there are
going to be some uncomfortable mo-
tions to instruct on both sides, and we
are going to get a chance to vote on
making the changes in the unfairness
of the alternative minimum tax that
affects all these millions of families
permanent.

I yield the floor.

Observing no other Senator wishing
to speak, I suggest the absence of a
quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. BAUCUS. 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. BAUCUS. Mr. President, I think
around 8 we will probably have two
votes. It is also my understanding that
the other side of the aisle will be offer-
ing various motions to instruct which
presumably will be voted on, as will
motions to instruct on this side of the
aisle.

I must say, though, I have glanced at
the proposed motions to instruct on
the other side, and I find it very curi-
ous. Why do I say that? I say that be-
cause we in the Senate passed a bill.
The House has passed a bill.

We are going to go to conference on
the two bills now. Presumably, it is the
Senate conferees who are charged to
defend the Senate bill. Presumably, the
House conferees are charged to defend
the House bill. After all, that is what a
conference is all about. The Senate
passes a bill and goes to conference;
the House passes a bill and goes to con-
ference.

These motions that are going to be
offered, however, do not defend the
Senate bill. Quite to the contrary, they
are opposed to the Senate bill. They de-
fend the House-passed bill, the capital
gains treatment. I find that very curi-
ous. I, frankly, find it very dis-
concerting, because if this is the case,
it will set the precedent basically for a
motion to instruct, not to defend the
body’s views. Most of the motions to
instruct from the other side will be mo-
tions not to defend the Senate bill, but
urge provisions in the House bill. That
is nuts.

Most of the motions to instruct by
Members on this side are asking the
conferees to defend the Senate-passed
provisions. I point that out because, as
I said, it is curious and disconcerting,
and I hope all Members recognize what
is going on here; namely, what I just
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outlined. I hope this is an aberration
and that it doesn’t continue. Other-
wise, this is another example of the
chaos, the virtual free-for-all around
here, and disrespect for procedure, for
rules, for civility, and for both sides
working together. I hope maybe that is
an oversight by the other side of the
aisle with all the motions that are
going to be coming up.

Nevertheless, I have them before me.
That is what they seem to say. I point
that out for Members; it is an observa-
tion before we vote to take into consid-
eration. Most of the instructions I see
are with respect to capital gains treat-
ment. There is no provision for extend-
ing current law which doesn’t expire
until January 1, 2009; whereas, there
are provisions in the House-passed bill
to extend it for 2 more years, even
though current law doesn’t expire until
January 1, 2009.

The motions to be offered are to basi-
cally take up and encourage the con-
ferees to pass the House provisions.
That is very curious.

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

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. BAUCUS. 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. BAUCUS. Mr. President, I see the
Senator from Illinois, and I ask unani-
mous consent that the pending motions
be temporarily set aside so that the
Senator from Illinois may offer a mo-
tion.

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

MOTION TO INSTRUCT CONFEREES

Mr. OBAMA. Mr. President, I thank
the Senator from Montana for the ex-
cellent work he has been doing.

I send a motion to the desk and ask
for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report the motion.

The bill clerk read as follows:

Mr. OBAMA moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendment to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to insist that any final conference report
shall provide tax relief for the most vulner-
able members of our society, including the
low-income victims of Hurricane Katrina
and children in families that are too poor to
benefit fully from the refundable child tax
credit.

Mr. OBAMA. Mr. President, 2 weeks
ago, in a debate on the Senate version
of the tax reconciliation bill, I pro-
posed an amendment to provide tax re-
lief for victims of Katrina, paid for by
restricting the extension of capital
gains and dividend tax cuts only to
people with incomes under $100 million.
My amendment would have made all
children of working parents in the dis-
aster area eligible for at least a partial
credit.
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For the convenience of my col-
leagues, I agreed not to demand a vote
on that amendment. But I rise again to
urge my colleagues not to forget
Katrina and her victims who continue
to struggle. In a bill with $70 billion of
tax cuts, surely we can find $274 mil-
lion to do something for the most vul-
nerable members of our society.

In the weeks after Katrina made
landfall, President Bush vowed to do
what it takes to help the region re-
cover. We wanted to believe him. We
had witnessed the devastation caused
by the hurricane, and we saw the terror
of poor families with their lives turned
upside down, homes destroyed, jobs and
businesses lost, families separated, and
lives permanently changed.

At the time, the President said:

We have a duty to confront this poverty
with bold action.

Almost 6 months later, the Govern-
ment’s actions have not matched the
President’s rhetoric. Evacuees are get-
ting kicked out of their hotel rooms
this week because FEMA stopped pay-
ing the bill. Thousands of temporary
mobile homes ordered by FEMA are
sitting empty in nearby Southern
States. The Federal response continues
to be inadequate to get the families
back on their feet.

We can do better for these families.
At a time when we are debating $70 bil-
lion of tax cuts, most of which will
benefit corporations and people who
need help the least, why not set aside a
small fraction to help those who need
it most?

One way to help those who need help
the most is to enhance the refundable
portion of the child tax credit. Under
current law, families who earn less
than $11,000 get no benefit from the re-
fundable child credit. That means that
a child does not get any benefit from
the credit even if her parents work full
time at the minimum wage. And the
child doesn’t get the full benefit of the
$1,000 credit until her parents earn
close to $18,000, or even more if the
child has siblings. As a result, almost
17 million children get less than the
full credit. Wouldn’t it make sense to
recognize the damage wrought by the
hurricane and to eliminate the income
threshold that excludes the poorest of
children from getting the credit?
Wouldn’t it make sense to say to the
children affected by Katrina that they
will no longer be denied at least a par-
tial credit so long as their parents are
working?

The cost of this fix is estimated at
$274 million over 2 years. To get a sense
of perspective, that is less than one-
half of 1 percent of the cost of this en-
tire bill. It is a matter of common
sense and fairness—the least we can do
when we are cutting taxes for wealthy
Americans. If we do this, hundreds of
thousands of this country’s most dis-
advantaged children will see an in-
crease in their credit—not as a handout
but because their parents work.

I hope we don’t forget the images we
witnessed in the aftermath of the hur-
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ricane—the people, their suffering, and
the devastation. We shouldn’t forget
the daily struggles families right now
are going through trying to rebuild
their lives. Let us not forget our Gov-
ernment’s promise to do what it takes
for families along the gulf coast. Let us
not forget our duty, as the President
put it, to confront poverty with bold
action.

I urge my colleagues to join me in in-
structing the Senate managers to pro-
vide tax relief for the most vulnerable
members of our society. Together, let
us urge them to remember the low-in-
come victims of Katrina and the chil-
dren and families too poor to benefit
fully from the refundable child credit.
Obviously, this is a modest piece of leg-
islation. It is a motion to instruct. My
suspicion is that even if it passed,
other priorities would move to the fore.

Let me say in closing that it is
shameful, what is happening in the gulf
coast right now. I think all of us recog-
nize the scope of the devastation. All of
us were embarrassed at the slow re-
sponse immediately after the hurri-
cane. It has now been 6 months. We
have not shown the sense of urgency
that the American people did privately
after the hurricane. I would hope that
at least we can send some small signal
that we are concerned about the kids
who are languishing, who have been up-
rooted, who aren’t in the schools they
were attending and in the neighbor-
hoods in which they grew up.

This is one way to send that signal,
and I urge my colleagues to support my
motion.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

The Senator from Montana.

Mr. BAUCUS. Mr. President, I
strongly support extending the deduc-
tion for tuition costs through Decem-
ber 31, 2009, as provided for in the Sen-
ate bill.

To compete successfully in the world
today, America must make education a
priority—not only a priority but a very
top priority. Why? I think it is pretty
obvious. For one thing, our competi-
tors certainly are.

Let’s talk about, for example, train-
ing engineers. Engineers develop new
jobs and new industries. Yet Japan and
Europe train twice as many engineers
as we do. China trains three times as
many. In fact, I think the statistics are
even more alarming than that. We are
missing the boat. We are missing the
boat.

Let’s just stop for a minute. If China,
Europe, and Japan train many more
times than we, especially China, and
add Indians to the mix—Indians are
training lots of engineers—just think
of what that means for the next 5 or 10
years based only on the size of those
countries. If they are training many
times more than we—and I think the
population of India is close to 1 billion,
and China is 1.3 billion. In about 10
years, it is going to be somewhat more
than 1 billion. And our population is
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about 280 million, 290 million, some-
thing like that. I would say we are way
behind the eight ball. We need to spend
much more time than we are on edu-
cation.

Congress has responded with a num-
ber of income tax benefits for higher
education financing. Tax incentives
such as the HOPE scholarship and life-
time learning credits, the Coverdell
education savings account and prepaid
tuition and college savings plans help
American families pay for college. The
deduction for qualified higher edu-
cation tuition and related expenses,
section 222 of the Tax Code, was first
added as part of the 2001 Economic
Growth and Tax Relief Reconciliation
Act.

Let me explain more. We cannot
allow America’s workforce to be left
behind. To remain the most competi-
tive and innovative country in the
world, we need to make education af-
fordable.

Let me state a small anecdote. I was
in Bangalore, India, not too long ago,
about 3 or 4 weeks ago, and I asked the
head of the research center there, the
Jack Welch Research Center, which,
frankly, is one of the two or three
state-of-the-art research centers Gen-
eral Electric has, I asked the manager
of it: Why are you here? Why are you
here in Bangalore? Guess what he said.

He said: Because this is where the
greatest talent pool is.

I asked: Where is the next greatest
talent pool for your top-flight sci-
entists and engineers here?

He said: China.

I asked: Well, where is the United
States in terms of ranking for the best
talent pool?

Frankly, he said it was way down on
the bottom. Not the very bottom. He
said: You are down there.

So I asked him: What can we do in
America to be more competitive than
we are today, to make sure we have the
best jobs for our kids, and, more impor-
tantly, for our kids and grandkids so
that we in America can pass on to our
kids and grandkids the same standard
of living we have today, which our par-
ents gave to us?

His answer: You guys have to spend
more on education, and you have to
make it less expensive so more stu-
dents can get the quality education
they want and need. Also, you have to
lower your education costs. It is too
costly in America to get a good edu-
cation. He said: You also have to lower
your health care costs. Your health
care costs are way, way too high com-
pared to every other country in the
world.

Sure, we have high-quality health
care, he said, but we spend twice as
much per capita on health care in
America as does the next most expen-
sive country.

Are we twice as healthy as the next
most expensive country? I doubt it.

But right off the top, the manager of
that technology center in Bangalore,
India, made it very clear to me that we
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Americans have to spend a lot more
time boosting our talent pool so we
have more scientists and engineers
than we currently have in the United
States. We have a lot of them, and they
are good, but it is also very clear that
we are slipping or, to put it differently,
other countries are catching up and are
going to pass us soon if we don’t get
our act together.

It costs today almost $43,000 a year
for tuition, fees, and room and board in
a 4-year public college. Just think of it:
$43,000 a year; that is a public college.
At a 4-year private college, it costs
more than $100,000. That is just ridicu-
lous, that it costs that much for a col-
lege education in America today. It is
outrageous, and it puts education far
out of reach for so many students.

From 1981 to 1995, tuition at a 4-year
public college/university increased by
234 percent. That is right. From 1981 to
1995, tuition increased by 234 percent.
That is three times the growth in me-
dian household income and more than
three times the increase in the cost of
living over this same period. That is
unsustainable, clearly unsustainable.
That is wrong. I don’t know why this
country doesn’t start to address that
more directly, more frontally, because
the earlier we do, the more jobs and
the more high-paid jobs we are going to
have for Americans.

For tax years 2002 and 2003, taxpayers
with adjusted gross incomes of less
than $65,000—or say $130,000 for married
couples filing jointly—are allowed to
deduct $3,000 for qualified higher edu-
cation tuition and related expenses.
Three thousand dollars. Remember how
costly education is, the figures I just
gave you a moment earlier.

For tax years 2004 and 2005, the max-
imum deduction is $4,000 for those
same families and $2,000 for Americans
with adjusted gross incomes of $65,000
to $80,000 for a single person or from
$130,000 to $160,000 for married couples
filing jointly. Unfortunately, this im-
portant deduction expired at the end of
2005.

Critics of extending the deduction for
tuition costs ask why we have both
this deduction and the HOPE and life-
time learning tax credits. It is true
that the current system can be com-
plicated, and it is complicated. Fami-
lies that qualify for tax credits are
sometimes better off with a deduction.
Unfortunately, families don’t always
know which tax choice is best for
them. So we are looking at whether the
tax incentives for education should be
combined or should they be simplified.
But until we do, I wish to put the de-
duction on the same timetable as the
tax credits which are in effect until
2010.

Let us look at the House. The House
only extends this deduction for 1 year—
clearly not enough. Senators on both
sides of the aisle have agreed that this
deduction is important to working
families trying to get their children a
good education. We must, therefore,
preserve this deduction and, as pro-
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posed in the Senate bill, extend this
important deduction for 4 years.

If America is going to be competitive
in the global economy, it must make
education a top priority. Extending the
deduction for tuition costs through De-
cember 31, 2009, does exactly that by
helping provide our children with af-
fordable education. Therefore, I will
work hard to ensure the deduction for
tuition costs is extended through De-
cember 31, 2009, as provided for in the
Senate bill, and I urge my colleagues
to support this extension.

I may sound like a broken record, but
every fiber in me, my bones and my
muscles, my blood and whatever is in
me, I just know that we have to work
a lot harder, a lot more effectively to
address American competitiveness, and
most of that comes down to education.
It is making sure that our kids and we
ourselves are educated as best as we
possibly can. Education is a lifetime ef-
fort; it is not just K through 12. It is
lifetime. It also begins at very early
ages—Prestart, Head Start, K through
12, college. It also includes votech
training for job skills. It is continuing
education. It is bringing us more up to
date. For those of us who graduated a
long time ago, it is making sure we are
continuing to be up to date with what
is going on and are able to translate
new ideas into jobs.

I have traveled a lot overseas and I
have seen a lot of countries, especially
in Asia. I can tell you, they are on the
march. Speaking primarily of the Chi-
nese and the Indians—clearly Japan is
a very large country, with the second
largest economy in the world, but it
will not be long before China is the
largest economy in the world. I am
guessing by the year 2030 China will be
the largest economy in the world. That
is not far away. It is only 24 years from
now. I may be off by 10 years; it may be
10 later or 10 earlier. But 24 years is
now, in terms of the time it takes to
get us up to speed, the time it takes to
get education programs in place, the
time it takes to make sure we are grad-
uating more scientists and engineers
and have a tax and health care policy
that makes more sense, and an energy
policy that makes more sense.

We are a wonderful, big country. We
are extremely lucky. We are the
luckiest people in the world to be
Americans. We don’t see people head-
ing for the door to live in other coun-
tries. Rather, people want to live in
America. They want to come to Amer-
ica because of our values, et cetera.

It is true in the last couple of years
our image overseas has been greatly
tarnished. The image of America today
is not what it was several years ago.
That is due, I think, primarily to the
foreign policy of this country. But nev-
ertheless, overall most people would
rather live in America than some other
country. We Americans certainly
would. We want that to continue as
long as it possibly can, not just for our-
selves but, more importantly, for our
children and for our grandchildren.
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That is the legacy we want to pass on
to them.

To do that, you have to have some
kind of plan. You can’t let these go
helter-skelter. Other countries have
plans. They definitely have plans. It is
clear, China has a plan. I don’t know if
they are going to be successful, but
they have a plan. They know what they
want to do. They know that they have
to boost and are boosting their science
and engineering education. They know
they have to develop the interior prov-
inces, not just the eastern coastal
provinces. What are they doing about
it? They are doing something about it.
They have a plan. They are spending a
lot of money and building big super-
highways out in western China. There
is a big, fancy airport in western
China. I was in Chunking 4 or 5 weeks
ago, at a huge, massive, fancy, wonder-
ful airport in western China. That is
government policy.

They have plans to deal with unem-
ployment. They have plans, frankly, to
put on what they think will be the
world’s best Summer Olympics in 2008.
I bet they have a plan to win more gold
medals than any other country, too.
They have plans. You have to take
your hat off to them because they are
doing what they think they have to do
to progress and bring themselves out
from the lower living standards they
have had for so many years.

It is true many Chinese live in pov-
erty. It is true many Indians live in
poverty. That is also true. But they
have plans to address that. I remember
not too many years ago I was in Shang-
hai. I was talking to the mayor of
Shanghai about all these wonderful,
fancy buildings in Shanghai. I said:
You must be proud of all you are doing
in Shanghai.

The mayor turned to me and said: We
have problems.

I said: What do you mean?

We have high unemployment by Chi-
na’s standards. This is what we are
doing to retrain people. Some of these
jobs are old jobs. As the Chinese Gov-
ernment works to downsize these state-
owned enterprises, Government-owned
enterprises that are all subsidized, they
know as they enter the World Trade
Organization they have to get rid of a
lot of these state trading enterprises.
Man, oh, man, they know as that hap-
pens they are going to have huge un-
employment problems. So they have
details, all they are trying to do, in
their plan to address that job loss in
China.

Then he pointed to the river there in
Shanghai and he said: Pollution; this
river is polluted. We have a 10-year
plan to clean up this river so it is no
longer polluted.

I don’t know whether it has been suc-
cessful or not. That was 5 years ago. I
assume the river is probably polluted.
But you could tell, talking to him, he
had plans to address the problems that
we have.

India certainly is the same. When I
was in India a couple or 3 weeks ago,
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they have plans how they are going to
build up India. I went to the subway in
Delhi. That is a fancy subway. That
makes our subway in Washington, DC—
it is comparable. But guess what. In
the Indian subways you can use your
cell phone because they make sure
when they tunnel under they have the
radio stations there, the towers, so you
can use your cell phones. They are
building 18 more subways in India,
fancy ones.

Other countries are building them. It
is not us. When I was there, I heard
constantly from all over India: Where
are the Americans? Where are you?
Australians are here and Malaysians,
other countries are here, Germans and
French. The subway was 60 percent
Japanese financed. Where are the
Americans? They want us there, but we
are not there.

What I am saying is things are hap-
pening in this world. We have to get
with it. Much of that is education.
Much of that is learning what is going
on. Much of that is forming partner-
ships where both countries do well. We
can’t stick our heads in the sand.
Things are happening and I think a
large part of this is education.

Let me say this again, about that
same point. When Tom Friedman’s
book came out, ‘“The World Is Flat,” I
took it on myself to travel around the
United States by myself and ask CEOs,
What do you think of this book? Have
you read this book? They all read it, of
course.

I said: What do you think? Do you
agree? They all agreed. Some said: This
is scary. Some said: Yes, this is a chal-
lenge.

Then I asked the next set of ques-
tions: What do we do about all this?
Sure, it is true, largely true. Sure, it is
a little scary. Sure, it is a challenge.
What do we do about it?

That kind of set them back a little
bit. They hadn’t thought a lot about
solutions; a little bit. But the solution
they all tended to gravitate to was edu-
cation. We Americans have to focus
much more on quality education, qual-
ity teachers. We are doing a good job.
I got a great education when I grew up
in Helena, MT, in Missoula, MT. The
teachers, I thought, were excellent.
They were tough and they were good.
Current teachers are good. But all I am
saying is whoever we are, we know we
have to keep moving and progressing.
You know when you tread water you
are likely to sink. You can’t keep
treading water. You have to go ahead.

I am often reminded of the former
head of Intel, Andy Grove, who wrote a
book, ‘““Only The Paranoid Survive.”
That is probably true in the semicon-
ductor industry, but I think it is partly
true in life. That is not to say we all
have to be paranoid. Clearly not. But it
is to say you have to be vigilant, and
really vigilant.

Frankly, if I were President, what I
would do is change this budget around
massively. I would put a lot more in
this budget for education. I would put
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a lot more into making sure we can
solve our health care cost problems in
this country; more coverage. I would
make sure we tackled and made Amer-
ica energy independent. This thing
about independent 25 years from now is
way too tepid, way too weak. We have
to get started now. I suggest devel-
oping DARPA for energy. DARPA, in
the Defense Department, developed
lots of great technologies, military
technologies, applicable in the private,
civilian sector. We can do the same on
energy. That will attract bright minds.
It will help us be more energy inde-
pendent, make us less hostage to
events overseas.

It is so clear to me. I may be wrong,
but I tell you it is clear to me, anyway,
what we need to do. I think in my gut
most Americans sense that, this sort of
sense we have to get moving here. I
think a lot of Members of this body
would be surprised, if we were to be
much more bold, as to the gratitude
Americans would show to Congress for
finally taking the lead and doing some-
thing.

We have to get organized somewhat,
not seen to be prescriptive, not seen to
pick winners and losers, but I am say-
ing harness the energy that is in Amer-
ica and help focus it a little more on
where we should be going. After all,
that is why many of us sought these
jobs. We sought these jobs to represent
our people in the best way we could.
We sought these jobs because we
thought, many of us—most of us think
we have pretty good judgment and pri-
orities and common sense. If that is
the case, I urge us to get out of our lit-
tle boxes, get out of our little cubby-
holes, get out of our daily routines, get
out of the stuff that pulls us apart from
our real job here, just a little bit—
maybe for 30 percent of our time—and
work more on long-term strategic
measures and do what is right and ad-
dress the core of some major issues
that face us, rather than getting
caught up in the routines around here,
our series of meetings.

Meetings are good. Seeing constitu-
ents is great. We serve our employers
back home. But we are also here as a
body, 100 of us, and I think it is time
for us, working with the other body
and the executive branch, to truly put
partisan politics aside and get some-
thing done that makes some sense.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Utah.

MOTION TO INSTRUCT CONFEREES

Mr. HATCH. Mr. President, I share
some of my dear colleague’s frustra-
tions about how this body runs and I
wish we would work better together. I
think it would do a lot of good for our
country. I would like to see that hap-
pen.

I rise today to offer a motion to in-
struct the conferees to extend the re-
search credit permanently. I under-
stand one of the motions to instruct
filed by one of my colleagues on the
other side of the aisle says we should
extend the research credit.
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Mr. BAUCUS. Mr. President, I don’t
want to be too picky here, but don’t we
have to ask consent to put these mo-
tions aside? If that is proper, whatever
is the routine here, so we have some
consistency.

The PRESIDING OFFICER. The Sen-
ator is correct. The Chair was not un-
derstanding that the Senator was offer-
ing a motion.

Mr. HATCH. I wasn’t offering it, but
I will be happy to move to put it aside
when the time comes.

I understand one of the motions to
instruct, as I was saying, filed by one
of my colleagues on the other side of
the aisle, says we should extend the re-
search credit for an additional 2 years.
In concept, I certainly agree with this
idea. The research credit is vital to
America keeping its lead in world inno-
vation. But if we are instructing the
conferees as to better tax policy, why
should we stop at a 2-year extension? If
the research credit is worthy of an ex-
tension of an additional 2 years, why is
it not worthy of a permanent exten-
sion?

Along with the distinguished Senator
from Montana, Senator BAUCUS, I have
been for many years an advocate of
making the research credit permanent.
As the lead Republican sponsor of leg-
islation to provide for a permanent re-
search credit, it seems I have come to
the floor nearly every year for the past
dozen years to either introduce a bill
to make the research credit permanent
or to offer an amendment to do the
same.

I might add that Senator BAUCUS, the
distinguished Senator from Montana,
has been my partner in this matter—or
should I say I have been his partner in
this body. We have worked together to
try and do this, along with a whole raft
of other Senators, usually almost 100
percent.

In 2001, the Senate overwhelmingly
passed an amendment to the Economic
Growth and Tax Relief Reconciliation
Act to make the research credit perma-
nent. Unfortunately, the permanent
credit was dropped in conference in
favor of yet another temporary exten-
sion. That amendment in 2001, how-
ever, was not the only time the Senate
voted for a permanent extension of the
credit. It has happened several times. A
very large majority of Senators has
voted in favor of a permanent tax cred-
it.

My point is that practically every
Senator supports the research credit
being made permanent. Despite this
wide support, permanence has not yet
happened. Instead, we keep extending
the credit for a year or two at a time.

Why do we do this? The answer is
simple. The artificial budget rules
under which we operate prevent us
from making the credit permanent be-
cause the cost of the permanent exten-
sion is determined to be far in excess of
the cost of an extension for a year or
two.

Another reason that we extend the
research credit for a year or two, rath-
er than permanently, is that we all
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seem to be stuck in the mind-set that
perpetual temporary extensions rep-
resent de facto permanence. Why worry
about making the credit permanent
when there is little or no doubt about
it getting extended again? Doing so
represents poor tax policy, but it seems
to be the way Congress likes to handle
this problem.

I will never forget the gap that once
occurred between the expiration of the
tax credit and our ability in the Con-
gress to get it restarted.

Let’s be realistic. We all know that
the cost of these temporary extensions
is no less than the cost of a permanent
extension. If we think we are saving
revenue to the Treasury by our current
practice of extending the credit a year
or two at a time, we are only fooling
ourselves.

However, by not making the credit
permanent, we are driving down the
amount companies are willing to spend
on innovative research. Even though
we all know that the next extension for
a year or two is practically a sure
thing, the private sector does not see it
that way. They do not, and can not,
plan for the credit on a long-term basis
if we only extend it for a temporary pe-
riod.

Thus, we continually engage in a
kind of self-defeating behavior—trying
to fool ourselves into thinking we are
saving taxpayer money by passing
these temporary extensions while we
tell ourselves it does not matter any-
way because we are always going to ex-
tend the credit again for a year or two
when it comes due. All the while,
though, companies are Kkeeping down
their R&D spending because of the un-
certainty provided by this practice.

Now, we see a Democratic motion to
instruct the conferees to insist on an-
other two years of the research credit,
but to be paid for by not extending the
lower rate on capital gains and divi-
dends, which is in the House bill.

That seems not only extreme, it
knocks out a very important set of tax
principles that have kept the economy
going. I think we ought to have all of
these.

Let’s face the facts. This motion is
nothing more than a weak attempt to
embarrass Republicans by forcing us to
choose between the research credit and
the capital gains and dividends provi-
sions.

However, it does not work for all the
reasons I have indicated. The motion
presents us with a false choice. An-
other temporary extension of the re-
search credit in this body, whether for
1 year or for 2 years, is practically a
foregone conclusion. Virtually all of us
are in favor of it. It is going to happen
regardless of this motion to instruct.

My point, and the point of my own
motion to instruct, is to ask, if we
really believe the research credit is
good policy, why not instruct the con-
ferees to push for a permanent credit?
It does not cost any more than a series
of temporary extensions.

The motion from the other side is not
really about the research credit, and
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everyone knows it. It is about the
lower rates for dividends and capital
gains.

I continue to hear claims that Repub-
licans are interested only in giving tax
breaks to the rich. This mantra is false
and insulting. We do not advocate con-
tinuing the lower rates on dividends
and capital gains because we want to
do a favor for the rich.

We believe that people respond to in-
centives, and that higher net benefits
of investment leads to more saving.
There is ample evidence for this, and
this concept is mnot controversial
among economists—they might argue
how sensitive saving is to the returns
on saving, but no one disputes that
higher returns affects saving.

Higher saving leads to more invest-
ment by firms, which increases produc-
tivity and with it, wages and economic
growth. Every worker benefits from an
increase in saving. Nobel Laureates
Robert Lucas and Ed Prescott have
stated that reducing the tax on invest-
ment income is the closest we can
come to a free lunch.

Some of my colleagues would have
the American people believe that by
supporting an extension of the lower
tax rate on capital gains and dividends,
Republicans are hurting those with
lower incomes. I submit that by in-
creasing saving and investment, we are
helping lower income people more than
we could in any other way.

Besides, if you look at how many
people are now invested in the market,
either through pensions or otherwise,
or through mutual funds or otherwise,
a good 50 percent of all taxpayers in
America are now in the stock market.

Frankly, they all benefit from having
these lower rates that we have been
talking about.

Incentives lead to more saving. More
saving leads to more investment. More
investment leads to higher produc-
tivity and higher economic growth.
Productivity and economic growth lead
to more and better jobs for everyone. It
is time for us to stop playing political
games and get to work helping Ameri-
cans realize their highest potential. We
can start by appointing the conferees
to the tax bill.

That is something that in the past we
never had difficulties with, but in the
last few years we have.

I send this motion to instruct con-
ferees to the desk and ask for its imme-
diate consideration.

The PRESIDING OFFICER. Without
objection, the pending motion is set
aside.

The clerk will report the motion.

The legislative clerk read as follows:

Mr. HATCH moves that the managers on the
part of the Senate at the conference on the
disagreeing votes of the 2 Houses on the Sen-
ate amendment to the bill H.R. 4297 (to pro-
vide for reconciliation pursuant to the con-
current resolution on the budget for fiscal
year 2006 (H. Con. Res. 95)) be instructed to
insist on the inclusion in the final con-
ference report of a permanent extension of
the credit for increasing research activities
(based on section 108 of the amendment
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passed by the Senate), in order to improve
American competitiveness.

Mr. HATCH. Mr. President, I under-
stand that will be placed in the proper
order and to be considered in the next
few days.

The PRESIDING OFFICER. The Sen-
ator should know that it is now pend-
ing.

Mr. HATCH. I yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. BAUCUS. Mr. President, I first
commend my friend and colleague from
Utah. I agree with him. I think it
should be permanent. I urge my col-
leagues to support the motion to in-
struct making it permanent. We will
have a little more certainty and help in
research and development in our coun-
try. It helps us be more competitive. I
compliment him for offering that mo-
tion to instruct.

I also speak in favor of the Stabenow
motion to instruct with respect to the
R&D tax credit which will be coming
up shortly, essentially because we have
to move ever more aggressively to in-
vest more in research and development
in our country. And the current tem-
porary nature of the credit just makes
no sense.

The Senate-passed bill is a credit ex-
tension for 2 years. I remind my col-
leagues that the current credit is ex-
pired. It expired at the end of last year.
We are now in February. The Senate
bill extends it for calendar years 2006
and 2007, and the House bill just has 1
year, 2006.

I am for more predictability, more
certainty, especially with expect to the
R&D tax credit.

I also received a letter from the R&D
Credit Coalition, a group representing
85 trade associations and more than
1,000 small, medium, and large compa-
nies. In the manufacturing sector
alone, which performs nearly 60 per-
cent of all private and industrialized
R&D in the United States, there are 14
million manufacturing employees who
get the benefit of this credit.

The coalition in their letter said:

The Coalition believes the Senate-passed
provision will help make the credit a more
powerful incentive to undertake long-term,
high-risk R&D projects in the United States.
Consistent with the provision you and 45 of
your Senate colleagues have taken as spon-
sors of a permanent and strengthened R&D
credit, extending this credit for an addi-
tional year will better enable the intended
incentive effect of the tax credit to be real-
ized.

I ask unanimous consent that the
letter be printed in the RECORD.

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

R&D CREDIT COALITION,
Washington, DC, February 13, 2006.
Hon. CHARLES GRASSLEY,
Chairman, Committee on Finance, U.S. Senate,
Washington, DC.
Hon. MAX BAUCUS,
Ranking Democrat, Committee on Finance, U.S.
Senate, Washington, DC.

DEAR CHAIRMAN GRASSLEY AND RANKING

MEMBER BAUCUS: On behalf of the members
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of the R&D Credit Coalition, we thank you
for your leadership in amending the Tax Re-
lief Act of 2005 to include a two-year exten-
sion of a strengthened research tax credit
(the “R&D”’ tax credit). It is critical that the
credit be extended and strengthened and the
additional length of the proposed extension
will provide needed certainty to businesses
that are making investment and hiring deci-
sions.

The Coalition believes the Senate-passed
provision will help make the credit a more
powerful incentive to undertake long-term,
high-risk R&D projects in the United States.
Consistent with the position you and 45 of
your Senate colleagues have taken as spon-
sors of a permanent and strengthened R&D
credit, extending this credit for an addi-
tional year will better enable the intended
incentive effect of the tax credit to be real-
ized. The best incentive is one on which busi-
nesses can rely and one that applies broadly
to all research-intensive companies. The
members of the R&D Credit Coalition ap-
plaud your efforts to strengthen this credit
and to lengthen its extension period. We look
forward to working with you on this issue.

Sincerely,
BILL SAMPLE,

Microsoft Corporation,
Chair, R&D Credit
Coalition.

DONNA SI1SS GLEASON,

The Boeing Company,
Vice Chair, R&D
Credit Coalition.

KEITH H. SMITH,

United Technologies
Corporation, Co-
chair, R&D Credit
Coalition, Govern-
ment Affairs Com-
mittee.

KAREN MYERS,

CA, Cochair, R&D
Credit Coalition,
Government Affairs
Committee.

MONICA M. MCGUIRE,

National  Association
of  Manufacturers,
Ezecutive Secretary,
R&D Credit Coali-
tion.

Mr. BAUCUS. Mr. President, spend-
ing for R&D will increase in 2006, but
America has challenges to face, such as
major increases in the funding of off-
shore operations. The total amount of
foreign direct investment, including
R&D, is shifting heavily towards India
and China, and competition for quali-
fied researchers will increase markedly
over a short period of time.

Most important is to keep American
jobs. Keep them here, keep them at
home. R&D has some of the most high-
ly paid and intellectually stimulating
jobs. With offshore operations and for-
eign R&D investment shifting to India
and China, jobs for U.S. workers will
decrease in this area.

I strongly urge support of both the
motion to instruct by Senator HATCH
and also the motion to instruct that
will be presented later, I assume, by
the Senator from Michigan, Ms.
STABENOW.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.
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Mr. BAUCUS. 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. BAUCUS. I yield such time as
the Senator from Arkansas may use.

The PRESIDING OFFICER. The Sen-
ator from Arkansas.

Mrs. LINCOLN. I thank my colleague
from Montana, Senator BAUCUS, who,
as always, does a tremendous job in
helping the entire Senate stay focused
on what is important, helping us to re-
flect on where our values lie as Ameri-
cans, and certainly for us as leaders of
this great Nation.

I come to the Senate today to once
again discuss an issue that is near and
dear to my heart, an issue that is of
great importance to all working fami-
lies across this country. As we look
now at what working families are
going through—astronomically high
fuel prices, what it is costing them to
heat their homes; the cost of health
care; the cost of educating their chil-
dren and saving for higher education,
which is going to increase again this
yvear and years to come; trying to be
competitive in their jobs and the glob-
al economy—in looking at these issues,
I and many other Senators have recog-
nized how tough it is for working fami-
lies across this country.

In 2001, and again in 2003, Senator
SNOWE of Maine and I worked together,
with the help of our chairman on the
Committee on Finance, Senator GRASS-
LEY, and our ranking member, Senator
BAaucus, to ensure that low-income
working families with children receive
the benefit of the child tax credit. It is
so important to remind ourselves: we
know how near and dear our children
are to us; other people’s children are
just as near and dear to them, regard-
less of their income level.

As the chairman said earlier today, I,
too, feel a bit as though I am trapped
in that movie ‘“‘Groundhog Day,” al-
though for a different reason. I feel
that I am trapped in ‘‘Groundhog Day”’
life. I have been in this instance time
and time again, and I come to the Sen-
ate today to again ask my colleagues
to help me ensure that low-income
working families are not forgotten as
we discuss tax relief. It is absolutely
essential we put ourselves in the shoes
of other working Americans, the work-
ing families who are the fabric of this
great Nation, and say: We believe your
children are just as important as our
children to the future of this country.

I applaud the action taken in the
Senate the week before last. I was
pleased we affirmed that the perma-
nency of the child tax credit is a pri-
ority of the Senate and should be ad-
dressed during conference on this tax
reconciliation bill. Even though I ap-
plaud that effort, I still say it is not
enough. It is not enough to not look
further and see those working Ameri-
cans who are still not going to be
helped. It is not enough because the
credit in its current form does not
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work for all low-income working fami-
lies.

We can and should take one addi-
tional step. As some may be aware, to
be eligible for the refundable child tax
credit, working families must meet an
income threshold. If they do not earn
enough, they do not qualify for the
child credit. The problem is, some of
our parents are working full time every
week of the year. Yet they still do not
earn enough to meet the income
threshold to qualify for the credit,
much less to receive a meaningful re-
fund.

Heaven forbid we look at what they
are making. Is it enough to safely and
adequately raise their children? We
have an obligation to make sure those
people, those hard-working Americans
who were willing to play by the rules
to get a job, to work hard, to perform
things that are important to our qual-
ity of life, too, that they have the same
opportunity to love and nurture their
children and work hard to provide their
children a better opportunity than
they may have had.

I will say this again because it is
right and it is important people know.
I will say it again to make sure the
point is not missed. We have full-time
working parents who do not qualify for
the child tax credit because their in-
comes are simply too low. Again, peo-
ple playing by the rules, working hard
so our lives might be a little bit better,
yet under minimum wage, they do not
make enough.

If we are talking about American val-
ues, if we are talking about family val-
ues, if we want to reinforce the aspect
of work instead of handouts, if we want
to reinforce caring for all of America’s
children because we know all of Amer-
ica’s children are part of our future,
our future leaders, if what we want to
do is reinforce working, caring for our
children, taking the responsibility of
our families—that does not mean just
my children or just a few children; it
means all children—are we not then
going to step up to the plate and say to
those hard-working Americans that
your children are just as important as
my children?

In 2003, the income threshold was set
at $10,5600. The threshold is indexed for
inflation and thus has increased the
last 2 years. It was $10,750 in 2004 and
$11,000 in 2005. And, yes, it will go up
again in 2006.

Unfortunately, the low-income work-
er’s wage is not increasing at the same
pace, or even at all, for that matter, as
we look at the low-income working
wages that exist in this country. A sin-
gle working mother or father in the
State of Arkansas or across this Nation
perhaps, who makes minimum wage, is
going to get $5.15, working a 40-hour
week, every week of the year. That is
not taking a vacation, taking their
family to the beach, going to Disney
World or anything else. It is working a
40-hour week, every week of the year,
52 weeks out of the year, with an in-
come of only $10,712 a year. That came
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in under the threshold, both in 2004 and
2005; it will, most definitely, come in
below the threshold this year, in 2006.

It is wrong—it is absolutely wrong—
to provide this credit to some hard-
working Americans while leaving oth-
ers behind. The single, working parent
who is stocking the shelves in your
local grocery store is every bit as de-
serving as the teacher or accountant or
insurance salesman who qualifies for
the credit in its current form. And, yes,
they love their children just as much
as you and I love our children and want
for them all of the great things that
are available to young American chil-
dren when they can be nurtured and
cared for and encouraged and taken
care of in their families.

We must address this inequity, and
we must ensure our Tax Code works for
all Americans, especially those work-
ing parents forced to get by on min-
imum wage.

Senator SNOWE and I have proposed a
solution to this horrible inequity. If we
were to simply de-index the income
threshold and set it at a reasonable
level, such as $10,000, all full-time
working parents, including those mak-
ing minimum wage, would qualify.

We talk day in and day out about
how important our children are. We
talk about making them a priority in
this country and recognizing how they
weave the fabric of this great Nation
and the future. We understand, as par-
ents, it is not easy. It is not easy to
raise children in this environment,
with everything from Internet security
to making sure education is available,
and health care, including simple nu-
tritional needs. We have 600,000 Arkan-
sans living with food insecurity, the
majority of which are children.

Why is it we cannot take the extra
step to make sure that, again, those
who are playing by the rules, those who
are willing to work, to work to care for
their children and their families—we
are not going to give them the same
benefit of that Tax Code?

This is a simple, easy solution Sen-
ator SNOWE and I have offered to a very
serious problem. I will not rest until
we get it done. As we prepare to enter
conference with the House on this tax
reconciliation bill, I encourage my col-
leagues to support Senator SNOWE and
me in our efforts to fix this inequity.

As many of you may recall, the last
time Senator SNOWE and I went to
work to improve the child tax credit,
back during the debate of the Presi-
dent’s tax package in 2003, tax relief for
low-income families was left behind in
the conference. I hope we have
changed. I hope we have refocused our-
selves and our priorities. I hope we do
recognize all working American fami-
lies are struggling today with high gas
prices, the cost of health care, and
higher education—education at all—
that all working families are strug-
gling to heat and cool their homes with
high energy costs and are struggling to
keep the jobs they have in their glob-
ally competitive companies.
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Please, let’s not repeat this mistake
again. If the opportunity arises to take
action on the child tax credit in this
conference, we must not only extend it,
we must ensure that it works for all of
America’s working families.

We should always remember that
budgets reflect priorities, the priorities
of those who put those budgets to-
gether. We know priorities create
choices. The choices we make in budg-
ets and in decisions on the floor of the
Senate and in conferences over such
critical issues—our choices—have real
and substantive consequences, not just
to those working families out there
who so desperately want success for
their child, but it has consequences for
our Nation. If we set our priorities so
low that we leave behind the children
of hard-working American families, the
consequences for our Nation will be
great.

I thank you, Mr. President, and again
encourage my colleagues to support
the efforts not only of a child tax cred-
it but also making sure it is fair to all
working families of our Nation.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DEWINE. 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. DEWINE. Mr. President, I ask
unanimous consent that the pending
motion be set aside.

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

MOTION TO INSTRUCT CONFEREES

Mr. DEWINE. Mr. President, I have a
motion at the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

Mr. DEWINE moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendment to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to accept the veterans’ mortgage bonds ex-
pansion provisions contained in section 303
of the bill as passed by the House of Rep-
resentatives with such revisions as are nec-
essary to provide veterans in all 50 States
with access to lower-rate mortgages.

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

Mr. DEWINE. Mr. President, this pro-
posal would instruct the conferees to
accept the House provision that ex-
pands the qualified veterans mortgage
bond program. The qualified veterans
mortgage bond program allows States
to issue tax-exempt bonds that are
used to fund mortgages for our vet-
erans. Because the States borrow this
money at low, tax-exempt interest
rates, they are able to pass that lower
rate on to veterans for home mort-
gages. This means veterans are able to
finance a home at a lower interest rate
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than they otherwise would have been
able to.

The program in place today is lim-
ited to veterans who served before 1977.
Mr. President, this motion will in-
struct the conferees to accept the
House provision eliminating that limit.
By doing so, we can offer to all the
brave men and women who have served
and are serving our Nation the impor-
tant benefits of this program.

The current program is also limited
to veterans who settle in Alaska, Cali-
fornia, Oregon, Texas, and Wisconsin.
This motion instructs the conferees to
bring back a provision that would per-
mit veterans of all States to have ac-
cess to these lower rate mortgages.

This is the right thing to do for our
veterans. We owe a great debt of grati-
tude to the men and women who have
served our country in the armed serv-
ices. These brave men and women, with
their honor and courage, have kept our
Nation secure and our future bright.
They deserve the assistance that we
can provide with this mortgage bond
program. It is simple to do and it will
have a profound impact on many mili-
tary families. I strongly encourage my
colleagues in the Senate to support it.

Mr. President, while Senators cannot
cosponsor motions to instruct, Sen-
ators SANTORUM, GRASSLEY, BURNS,
and CHAFEE have expressed their sup-
port of this motion.

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

The PRESIDING OFFICER (Mr.
DEMINT). The clerk will call the roll.

The bill clerk proceeded to call the
roll.

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

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

Mr. REID. Mr. President, I ask unan-
imous consent that the pending matter
before the Senate be set aside so I can
offer a motion on behalf of Senator
MENENDEZ.

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

MOTION TO INSTRUCT CONFEREES

Mr. REID. Mr. President, on behalf of
the junior Senator from New Jersey,
Mr. MENENDEZ, I offer the following
motion to instruct the conferees on tax
reconciliation.

The PRESIDING OFFICER. The
clerk will report the motion.

The bill clerk read as follows:

Mr. MENENDEZ moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the two Houses on
the Senate amendment to the bill H.R. 4297
(to provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to report a conference report that includes
the Senate-passed ‘‘hold-harmless’ relief
from the individual alternative minimum
tax (AMT) in 2006, and does not include the
extension of lower tax rates on capital gains
and dividends.

Mr. REID. Mr. President, this motion
is to instruct the conferees to insist on
relief from the alternative minimum



S1114

tax—known as AMT—in the final bill
they report back from the conference
committee.

It reaffirms the Senate’s position
that AMT relief should take priority
over extending tax cuts for capital
gains and dividends.

If the conference agreement fails to
include relief from the AMT, 15 million
taxpayers will face higher tax bills this
year.

The Senate has expressed its support
for AMT relief two times as this legis-
lation has made its way through the
legislative process.

First, the Finance Committee in-
cluded AMT relief in the bill that it re-
ported to the Senate floor.

Then, during floor consideration the
Senate overwhelmingly approved the
amendment offered by Senators
MENENDEZ, SCHUMER, KERRY, FEINSTEIN
and others that expressed the Senate’s
desire that AMT relief take priority
over tax cuts for capital gains and divi-
dends.

That amendment was approved by
the Senate by a vote of 73 to 24.

The conferees for the Senate should
respect the Senate’s instructions and
include AMT relief in the final bill.

There are two reasons that the Sen-
ate conferees should insist on including
AMT relief in the final bill and reject
tax cuts for capital gains and divi-
dends. First, AMT relief is needed to
protect taxpayers this year. Married
couples with children are most affected
by the AMT.

Absent any relief for next year, near-
ly three-quarters of married couples
with two or more kids and income be-
tween $75,000 and $100,000 will be sub-
ject to the AMT.

In contrast, almost 50 percent of the
benefits of a reduction in the tax rates
on capital gain and dividend income
goes to taxpayers with $1 million or
more, which is .3 percent of all tax-
payers. The average tax cut for these
taxpayers will be about $32,000.

The higher AMT exemption levels
that were enacted in 2003 expired at the
end of last year. Without this provi-
sion, middle-class taxpayers will be hit
with higher AMT liabilities when they
file their 2006 returns. The lower tax
rates for capital gains and dividends do
not expire until 2009.

Second, extending lower tax rates on
capital gains and dividends reflects
misplaced priorities. The benefits of
lower taxes on capital gains and divi-
dends go disproportionately to wealthy
taxpayers.

According to an analysis by the non-
partisan Tax Policy Center, jointly run
by the Urban Institute and the Brook-
ings Institution, about 50 percent of
the benefits of lowering taxes on cap-
ital gains and dividend income goes to
taxpayers with $1 million or more of
income.

In 2005, the average tax cut for mil-
lionaires was nearly $38,000. In con-
trast, 92 percent of taxpayers received
a tax cut of less than $100 as a result of
the reduced tax rates on capital gains
and dividends.
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At a time when we face record budget
deficits, Congress should not consider
tax cuts whose benefits so clearly go to
the most well off in our country.

Mr. KERRY. Mr. President, less than
2 weeks ago we debated the importance
of addressing the individual alternative
minimum tax, AMT. Without congres-
sional action, this year 17 million fami-
lies will be impacted by the AMT. And
this problem is growing. Without a per-
manent solution to the AMT, as many
as 30 million families will be impacted
by it in 2010.

We all seem to agree that the alter-
native minimum tax needs to be ad-
dressed, but we differ on how big a pri-
ority it should be. Very recently, 73
Members of this body voted to address
the AMT before addressing tax cuts
that do not expire until the end of 2008.
This sense of the Senate specifically
stated that ‘‘protecting middle class
families from the alternative minimum
tax should be a higher priority for Con-
gress in 2006 than extending a tax cut
that does not expire until the end of
2008.”

Some of my colleagues believe we
can address both the AMT and extend
the capital gains and dividends tax cut,
but I am concerned this will be dif-
ficult to do within the confines of a $70
billion tax bill. The House has made
their position clear that they would
rather address AMT outside the rec-
onciliation tax bill. This is troubling
because it would likely result in a total
of over $100 billion in tax relief that is
not paid for. We cannot afford another
costly debt-financed tax cut. The Sen-
ate-passed bill does include some rev-
enue offsets, but I do not expect the
conference report to include any rev-
enue offsets.

Not less than a week after we de-
bated the alternative minimum tax,
the administration’s budget submitted
to Congress for fiscal year 2007 failed to
adequately address the AMT. Once
again, the budget makes the 2001 and
2003 tax cuts permanent but ignores
the looming problem of the AMT.

The President only chose to address
the AMT for 1 year—2006. He chose not
to address it for fiscal year 2007. In ad-
dition, the relief provided in the budget
for 2006 is not as generous as the AMT
relief in the Senate-passed bill. Under
the budget proposal, an additional 1.2
million families would be impacted by
the AMT. The Senate-passed bill pre-
vents additional taxpayers from being
impacted by the AMT. The budget de-
liberately leaves out a more permanent
solution for the AMT for two reasons.
First, the AMT would add additional
costs to the budget. Second, the AMT
masks the true costs of the 2001 and
2003 tax cuts.

Back during the debate on the Eco-
nomic Growth and Tax Relief Rec-
onciliation Act of 2001, I offered an
amendment that would have exempted
taxpayers with incomes of $100,000 or
less from the AMT. The reason I of-
fered this amendment was that I was
concerned about the impact of the
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AMT on families who were never meant
to be affected by it.

In 1998, we began to notice that
something was happening that was un-
intended—the AMT was beginning to
encroach on middle class taxpayers. At
that time, the AMT was expected to
impact over 17 million taxpayers in
2010. The AMT problem resulted be-
cause the regular tax system is indexed
for inflation, while the personal exemp-
tions, standard, deduction, and AMT
are not. Under the AMT, exemption
amounts and the tax brackets remain
constant. This has the perverse con-
sequence of punishing taxpayers for the
mere fact that their incomes rose due
to inflation.

The AMT has another perverse con-
sequence. It punishes families for hav-
ing children. The more children a fam-
ily has, the lower the income necessary
to trigger the AMT. For example, if no
action is taken in 2006, a family with
four children with an income of $58,500
would be subject to the AMT while a
family with one child would have to
make $72,000 to be affected.

As we debated the Economic Growth
and Tax Relief Reconciliation Act of
2001, I stressed the fact that the legis-
lation would result in more individuals
being impacted by the AMT and that
not addressing the AMT hid the real
cost of the tax cuts. This holds true
today. Revenue estimates show us that
it would be cheaper to address the AMT
if the tax cuts were repealed than if the
tax cuts were made permanent.

A choice was made in 2001 to provide
more tax cuts to those with incomes of
over a million dollars rather than ad-
dressing a looming tax problem for the
middle class. The Economic Growth
and Tax Relief Reconciliation Act of
2001 did include a small adjustment to
the AMT, but it was not enough. We
knew at the time that the number of
taxpayers subject to the AMT would
continue to rise steadily. The combina-
tion of lower tax cuts and a minor ad-
justment to the AMT would cause the
AMT to explode.

The amendment that I offered would
have simply exempted those with in-
comes of less than $100,000 from the
AMT and it was offset by decreasing
the amount that the top rate would be
reduced. It would have reduced the top
rate to 37 percent instead of 35 percent.
This amendment was not a panacea to
the AMT, but we would not be in the
situation that we are today because
the amendment would have countered
the interaction between the tax cuts
and the AMT by exempting middle
class taxpayers. The Joint Committee
on Taxation estimated that the amend-
ment would have prevented 18 million
taxpayers from being impacted by the
AMT.

Each year that we wait to address
the AMT, more taxpayers are impacted
and the cost of addressing it increases.
We missed an opportunity in 2001 to ad-
dress the AMT. Repeatedly, the AMT
has been pushed aside to give priority
to making the tax cuts for the wealthi-
est Americans permanent. So often we
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hear that the bulk of the tax cuts as-
sist the average American family. This
is ironic because by 2010, the AMT will
take back 21.5 percent of the promised
tax breaks for individuals making be-
tween $75,000 and $100,000 per year and
47 percent from individuals making be-
tween $100,000 and $200,000. However,
households with annual income over
$1,000,000 will only lose 9.2 percent of
the tax cuts.

Once again today, we have the oppor-
tunity to choose to help hard-working
families or very wealthy investors. We
can choose to protect 17 million middle
class families by voting for the motion
offered by my colleague, Senator
MENENDEZ. Not addressing the AMT
this year would result in tax increases
as large as $3,640. The other choice is to
extend the capital gains and dividends
rate cuts that go to households with in-
come over $1 million. Over 50 percent of
the benefit goes to these households
that make up only 0.2 percent of all
households. These tax cuts do not ex-
pire until the end of 2008.

Last week, the Senate Finance Com-
mittee heard from Treasury Secretary
Snow that the capital gains and divi-
dends tax cut helps individuals with in-
come of less than $50,000. I believe that
he was trying to make the argument
that more middle class taxpayers
would benefit from the capital gains
tax relief than from AMT relief. I dis-
agree. The important statistics to look
at are the percentage of income that is
capital gains and dividends and the
amount of the tax cut. In 2009, those
making over $1 million would receive
an average tax cut of $32,000 and those
with incomes below $50,000 would re-
ceive an average tax cut of $11. IRS in-
come tax data for 2003, which is the
most recent data, shows that capital
gains and dividends income accounts
for nearly one-third of all income for
millionaires. For those making less
than $100,000, capital gains and divi-
dends income accounts for 1.4 percent
of total income and it is even less for
those with incomes of $50,000.

I urge my colleagues to choose hard-
working families. We can reexamine
the issue of capital gains and dividends
tax cuts once we have our fiscal house
in order. The budget that was sent to
Congress last week projects the largest
deficit in history for fiscal year 2006. In
times of deficits, we have to carefully
choose our priorities. It is time for
Congress to address the AMT which has
turned into the family tax.

Mr. BAUCUS. Mr. President, I ask
any motions be set aside so the Sen-
ator from Michigan can offer a motion
to instruct.

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

The Senator from Michigan.

MOTION TO INSTRUCT CONFEREES

Ms. STABENOW. Mr. President, I
thank our leader on the Committee on
Finance, Mr. BAUCUS, for his leadership
on so many different issues.

I send a motion to the desk and ask
for its immediate consideration.
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The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:

Ms. STABENOW moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendment to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to insist on the inclusion in the final con-
ference report of a permanent extension of
the credit for increasing research activities
and to reject any extension of the tax rate
for capital gains and dividends which does
not expire until 2009.

Ms. STABENOW. Mr. President, I
rise this evening to introduce a motion
to instruct conferees to extend the
R&D tax credit permanently and offset
costs related to that by striking cap-
ital gains and dividends provisions of
the House bill in the conference com-
mittee. I realize my colleague from
Utah has introduced something similar
to extend the R&D tax credit perma-
nently, which I support, but I believe
the most responsible approach is to
provide as much of an offset as possible
so we are not extending the national
debt which is already the largest in our
Nation’s history.

This is a very difficult time for
Michigan families. Michigan lost 11,000
manufacturing jobs since 2000. Last
week, GM announced more bad news.
Plant closings and job losses are be-
coming a common headline in our
newspaper. There needs to be a sense of
urgency in Washington about helping
to protect and maintain these good-
paying jobs and the way of life these
jobs have offered for Americans. Our
middle-class way of life is truly at risk.
We are still not seeing any action from
this administration. I was so dis-
appointed to see the President did not
mention the word ‘“‘manufacturing,” in
his State of the Union Address, despite
all that is happening and all that needs
to be done on behalf of Michigan fami-
lies, Michigan businesses, and those
across the country that are affected.

People in my State are worried about
their jobs, they are worried about the
fact that they might lose their pension
that they worked for, for 30 years. Who
would have thought, in the United
States of America, people would have
to worry about paying into a pension
system and possibly not having that
when they retire? That is immoral.

They see their health care premiums
continuing to skyrocket every year,
they are struggling to fill their gas
tank and pay their home heating bill
and are feeling squeezed on all sides.
We need to take that seriously because
there are things we can do to help turn
that around.

What does the House bill dealing
with taxes propose to do to help mid-
dle-class families? Absolutely nothing.
Instead, it gives more tax cuts to the
wealthiest few.

We can do better. We must do better
for the people we represent. Hard-work-
ing families should be able to have a
good-paying job, send their kids to col-
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lege, retire with dignity, including
health care and a pension and Social
Security. We need to lower health care
costs which are hurting American man-
ufacturers and promote new health IT
technologies that can save billions in
health care costs. I was pleased to see
the President mention that in the
State of the Union.

Senator SNOWE and I have legisla-
tion, working with colleagues on both
sides of the aisle. We can get this done
and save hundreds of billions of dollars
that can go back into lowering health
care costs and paying for access to
health care for our families.

We need to protect people’s pensions
and uphold the fundamental principle
that if you work hard and pay into a
retirement fund, you get every cent
you have earned and you deserve.

We must also investigate and enforce
our trade laws. Countries such as China
and Japan should be required to play
by the rules, stop manipulating their
currency. This is what we should be
voting on now. How to save and
strengthen our middle class, our way of
life.

One answer that would be extremely
positive would be to make the R&D tax
credit permanent, to help continue to
spur innovation into the future. As we
all know, the way to profitability for
struggling manufacturers is through
innovation and education.

The House bill only budgets a 1-year
extension of the R&D tax credit, leav-
ing businesses to worry about whether
longer term projects will be termi-
nated. A 1-year extension undermines
our commitment to innovation and
economic prosperity. Instead, the
House bill provides $50 billion in tax
breaks for the wealthy few who do not
have to worry about losing their jobs
or pensions tomorrow or struggling to
pay their bills.

We need to be investing in our manu-
facturers and our workers to prepare
for the future by planting seeds for the
next innovative idea. I am very proud
that in Michigan we have been the
heart of so much innovation. We create
ideas. We build great products, not just
automobiles but furniture and all kinds
of products. And we are on the cutting
edge today of new innovations.

But it is time to reinvest in what has
led our country to economic prosperity
and to support these on-going efforts.
We have the best colleges and the
brightest minds in the world. We know
American workers can compete with
any workers from any country if we
make it a priority to invest in edu-
cation and innovation—and, by the
way, if we enforce our trade laws so
other countries are not cheating—and
change the way we fund health care.
That is the prescription for success, for
maintaining our way of life as Ameri-
cans.

Countries such as Japan and China
have been doubling and tripling their
investments in R&D over the last dec-
ade. Japan, which has always invested
in R&D, increased their funding by 25
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percent. Korea has doubled their R&D.
China has tripled their R&D. In China,
engineering professors and graduate
students even receive bonuses every
time they are published in an inter-
national journal.

Our Federal Government must be a
strong partner with American manu-
facturers, American businesses, and
American workers, and support innova-
tion in this country for the next gen-
eration of workers.

My home State of Michigan invests
over $20 billion in R&D expenditures—
the second highest of any State, ac-
cording to the National Science Foun-
dation. Although Federal investments
in R&D only contribute 17 percent of
total investments, these Federal funds
are used to attract even more research
dollars from businesses. It is a great in-
vestment for us.

It makes perfect sense for us in the
Federal Government to help spur this
innovation by being partners with the
private sector. In total, about $25 bil-
lion is provided by the Federal Govern-
ment and over $200 billion by busi-
nesses. This partnership in innovation
is at the center of American companies
competing in the global marketplace.
Everyone knows that to stay ahead, we
need to invest in the future. That
means education. That means innova-
tion.

I might say, it does not mean accept-
ing the cuts the President has pro-
posed—the largest cuts in the 26-year
history of the Department of REdu-
cation—over $2 billion in cuts proposed
in this budget. That certainly is going
in the wrong direction. But perma-
nently extending the R&D tax credit
goes in the right direction, and helping
to pay for that also goes in the right
direction of fiscal responsibility.

As 1 indicated before, the distin-
guished Senator from Utah, Mr. HATCH,
has offered a motion to instruct on a
permanent extension of the R&D tax
credit without an offset—in other
words, without paying for that. I would
suggest there is a more fiscally respon-
sible approach and that we are not pro-
viding a long-term incentive for invest-
ment by just extending the credit for a
year at a time or by not paying for it.
I believe we need to have a permanent
extension of the R&D tax credit, but
we need to do that in a way which is
fiscally responsible.

This debate this evening is really
about our values and about our prior-
ities and who will benefit from the tax
bill. Are we going to give another $50
billion in tax cuts to those who are
most blessed and extend the capital
gains tax cut which is not even going
to expire for 2 years or are we going to
help people who are trying to create
jobs and working men and women right
now, manufacturers who right now
need some support as they move into
the future to compete internationally
and businesses that right now need our
support, by extending the R&D tax
credit so they have the partnership
they need, the support they need for

CONGRESSIONAL RECORD — SENATE

those new ideas which will allow them
to compete on into the future?

This is about what is happening to
families right now. In Michigan, people
are asking the President and asking us
to look at what is happening to fami-
lies at this moment and to take action
now.

Let’s stop China and Japan from
cheating by stealing our patents or by
counterfeiting—counterfeit autoparts,
for example, is a $12 billion industry
which has cost over 200,000 jobs in this
country—or by manipulating their cur-
rency. Let’s force them to play by the
rules and have a level playing field, but
turn around and look at what they are
doing on R&D and education. While
they are cheating and stealing our
ideas, they are educating more engi-
neers and more scientists and those
who will be competing with our work-
ers. We need to turn that around, make
them play by the rules, change the way
we fund health care in our country,
protect our pensions, and then aggres-
sively invest in education and innova-
tion.

To see the kind of bold, aggressive in-
vestment we need means we need to ex-
tend the R&D tax credit. We need to
send a strong message to businesses
around this country that this is a per-
manent tax credit, the R&D tax credit.
We also need to send a message that we
are going to choose, when choices have
to be made, between those who need
the support right now to keep jobs here
in America and those who down the
road may be interested in having an
additional tax cut on top of those they
have already received. I believe it is
about the future of our country, which
approach will create opportunity,
which approach will create jobs for the
future.

My vote is with our manufacturers
who are deciding, maybe at this very
moment, whether to lay off more peo-
ple in Michigan or around the country,
who need this tax credit to invest in
the future of their companies. That is
my priority, not a few, most blessed in
this country who have a capital gains
tax cut in place until 2008—it does not
even expire until 2008—those who are
not worried today about whether that
pension is going to be there or whether
they can pay their heating bill or
whether they can send their kids to
college or whether they are going to
have a job tomorrow. They have a tax
cut in place which does not even stop
until 2008.

We can do better than the bill that
was certainly passed by the House of
Representatives. I hope the conference
committee will do better. I urge sup-
port for my motion to instruct, with a
clear message. This is about bold inno-
vation for the future, permanently ex-
tending the R&D tax credit. It is about
fiscal responsibility. And it is about
making the right choices and values
that say we are going to focus on those
today, we are going to pay for this by
focusing on those right now, those
businesses right now which need our
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help, and make those families a pri-
ority for us.

It is about our way of life in this
country. It is a fight we can win if we
are serious about it. And I believe inno-
vation is an important part of our fu-
ture. I urge the support of my col-
leagues for this motion to instruct.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I rise
for the purpose of offering some mo-
tions to instruct for myself and my col-
leagues.

MOTION TO INSTRUCT CONFEREES

Mr. GRASSLEY. I send the first mo-
tion to the desk and ask for its consid-
eration.

The PRESIDING OFFICER. Without
objection, the pending motion is set
aside.

The clerk will report.

The legislative clerk read as follows:

Mr. GRASSLEY moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendment to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to insist on the inclusion in the final con-
ference report of the funding to support the
health needs of America’s veterans and mili-
tary personnel contained in section 315 of the
Senate amendment and the funding to
strengthen America’s military contained in
title VI of the Senate amendment.

Mr. GRASSLEY. Mr. President, in
explaining the rationale for my motion
to instruct, I will be referring to other
motions to instruct that two Senators
on the other side have put in place,
Senator DoDD of Connecticut and Sen-
ator REED of Rhode Island.

The Dodd motion to instruct is yet
another episode in the tale of the
“groundhogization’ of this tax relief
reconciliation bill, a long journey. The
Senate adopted the alternative to the
Dodd amendment, a Grassley amend-
ment, that passed, including the fol-
lowing Budget Act waiver language:

Waive all provisions of the Budget Act and
budget resolutions necessary for the consid-
eration of the pending amendment to this
bill, and for the inclusion of the language of
the pending amendment in consideration of
an amendment between Houses.

That is what we added back on Feb-
ruary 2 to S. 2020. The Dodd motion in-
structs conferees to proceed by ignor-
ing this waiver language. You see, the
waiver language only applies for the
purposes of our action in the Senate. If
Senator DODD were to prevail, the con-
ferees could not follow his directive
without violating the Budget Act. It is
because the Dodd motion deals with
outlays. We can’t do outlays in a budg-
et reconciliation package. I might add
that the Reed motion that we expect to
vote on tomorrow suffers from the
same defect. The conferees, even if
they were inclined, can’t return from
conference with a provision that con-
tains outlays.

We all know this is a political season.
If you look at this motion, and if you
look at the Reed motion, both cannot
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be adopted and followed. You can draw
your own conclusion, then, why they
are adopted, unless the Members don’t
know that this is a parliamentary situ-
ation. I can’t believe they don’t know
what that parliamentary situation is.

While we are at it, I am going to offer
a motion to clarify what the Dodd and
Reed motions are all about. Basically,
if you support the principles of pro-
viding more health care for veterans,
the supposed purpose of the Dodd
amendment, and, secondly, assisting
our troops with body armor, the sup-
posed purpose of the Reed amendment,
then vote for the Grassley motion. If
you support these two principles but
don’t support a tax increase on Amer-
ica’s seniors, at a higher cost of capital
for American business, support the
Grassley motion. If you just want an
increase, then vote for the Dodd mo-
tion.

I will summarize it this way: I appre-
ciate Senator DODD’s attention to the
issue of our veterans health care needs.
This issue is of utmost importance to
the Members of the Senate, as evi-
denced by the fact that we appro-
priated a massive amount of extra
money last fall for the fiscal year we
are in now to meet the needs of vet-
erans, particularly those who were not
recognized, people returning wounded
from Iraq. But my colleagues suggest
that in order to provide this support,
we should give up the important eco-
nomic tax policy of reduced capital
gains and dividends tax, the present
tax policy, just continue it for 2 more
years so that people have a long-term
view of what the tax policy is so that
they know what they are going to in-
vest.

The Dodd motion claims to be paid
for by capital gains, but capital gains
offsets don’t even come into play until
the year 2009. I have offered a motion
that supports military health care fa-
cilities, but we don’t tie it up with an
offset that is 3 long years down the
road.

You will remember that the Senate
debated this issue on Groundhog Day
and voted to accept my amendment
that provides the same benefits but
does not raise taxes to pay for it. I urge
my colleagues to vote against Senator
DoDD’s motion and to support my mo-
tion to instruct the conferees on the
amendment we have already passed.

In regard to what Senator REED is
trying to do with his motion to in-
struct, this is the issue of funding for
our military. Proper funding for those
serving our country is not a controver-
sial issue. The method of providing this
funding for our military is, on the
other hand, being made into an unnec-
essarily controversial issue. My col-
league suggests that in order to pro-
vide for this funding, we eliminate a
tax benefit that doesn’t even arise
until the year 2009, similar to the same
issue in the Dodd amendment. I ask
how this would provide the funds so
badly needed this very day to ensure
that we meet the operational needs of
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our courageous military service per-
sonnel.

I offered an amendment that sup-
ports the operational needs of our mili-
tary without tying it to an offset that
is 3 long years down the road.

Again, in an effort not to sound re-
petitive, you will remember that the
Senate debated this issue also on
Groundhog Day and voted to accept my
amendment that provides the same
benefits but does not raise taxes to pay
for them. So I urge my colleagues to
vote against Senator REED’s motion
and to support my motion to instruct
conferees on the amendment we have
already passed.

To sum up, if you are against a tax
increase but for veterans health care
and properly equipping our military,
vote for the Grassley motion. If you
are for a tax increase, then look else-
where to our colleagues who are offer-
ing their version of it.

MOTION TO INSTRUCT CONFEREES

Mr. GRASSLEY. Mr. President, I am
sending several motions to the desk
now. I ask that these be taken up to-
gether. I ask that the clerk would read
each one at a time because I want to
speak to each one. I would ask the
clerk to read the first one.

The PRESIDING OFFICER. Without
objection, the pending motion is set
aside.

The clerk will report.

The legislative clerk read as follows:

Mr. GRASSLEY moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendment to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to report a final conference report that in-
cludes the ‘“hold-harmless’ relief from the
individual alternative minimum tax in 2006
(sections 106 and 107 of the amendment
passed by the Senate) to protect middle class
families and includes an extension of lower
tax rates on capital gains and dividends
(based on section 203 of the bill passed by the
House of Representatives) to protect tax cuts
for middle class families.

Mr. GRASSLEY. Mr. President, the
motion to instruct that was just read is
mine. Simply stated, this is a motion
that says there are sufficient funds to
do both alternative minimum tax and
capital gains and dividends and that we
should do both—in other words, as an
instruction to conferees.

MOTION TO INSTRUCT CONFEREES

Mr. GRASSLEY. Mr. President, I ask
the clerk to read the motion that I am
introducing for Senator LoOTT, listed as
No. 3.

The PRESIDING OFFICER. Without
objection, the pending motion is laid
aside and the clerk will report the mo-
tion.

The legislative clerk read as follows:

Mr. LOTT moves that the managers on the
part of the Senate at the conference on the
disagreeing votes of the 2 Houses on the Sen-
ate amendment to the bill H.R. 4297 (to pro-
vide for reconciliation pursuant to the con-
current resolution on the budget for fiscal
year 2006 (H. Con. Res. 95)) be instructed to
report a final conference report that includes
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the repeal of the individual alternative min-
imum tax (based on sections 106 and 107 of
the amendment passed by the Senate.)

Mr. GRASSLEY. Mr. President, as I
said, I am doing that for Senator LOTT
of Mississippi. I think it is self explan-
atory. Just to reiterate, this motion,
on behalf of Senator LoTT, calls for full
and permanent repeal of the alter-
native minimum tax.

MOTION TO INSTRUCT CONFEREES

Mr. GRASSLEY. Mr. President, I now
go to motion No. 4, which is for Sen-
ator HUTCHISON.

The PRESIDING OFFICER. Without
objection, the pending motion will be
set aside, and the clerk will report the
motion.

The legislative clerk read as follows:

Mrs. HUTCHISON moves that the managers
on the part of the Senate at the conference
on the disagreeing votes of the 2 Houses on
the Senate amendments to the bill H.R. 4297
(to provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to insist on the inclusion in the final con-
ference report of a permanent extension of
the election to deduct State and local gen-
eral sales taxes (based on section 105 of the
amendment passed by the Senate).

Mr. GRASSLEY. Mr. President, this
is repetitive, but I will state this for
Senator HUTCHISON. This resolution of
instruction calls for a permanent de-
duction of State and local general sales
tax.

MOTION TO INSTRUCT CONFEREES

Mr. GRASSLEY. Mr. President, I
offer motion No. 5 for Senator
SANTORUM.

The PRESIDING OFFICER. Without
objection, the pending motion is set
aside.

The clerk will report.

The legislative clerk read as follows:

Mr. SANTORUM moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendment to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to report a final conference report that in-
cludes a permanent extension of the above-
the-line deduction for tuition and fees (based
on section 103 of the amendment passed by
the Senate).

Mr. GRASSLEY. Mr. President, this
motion I offer on behalf of Senator
SANTORUM of Pennsylvania would make
permanent the above-the-line deduc-
tion for tuition and fees for college.

Mr. SANTORUM. Mr. President, I
offer this motion to instruct with re-
gard to the college tuition deduction.
As I have noted on other occasions,
this bill is really a ‘‘tax increase pre-
vention” bill. One of the many impor-
tant elements is the college tuition de-
duction. This provision was established
in the 2001 tax relief bill and provides
an above-the-line deduction for higher
education expenses, commonly called
the ‘‘college tuition deduction.” The
eligibility for the deduction is limited
based on income and is aimed at help-
ing middle-class American families
that are struggling to meet the rising
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cost of college tuition. It benefits stu-
dents and their families at all types of
institutions—from community colleges
to 4-year schools, and both public and
private institutions.

However, because we have had to
slow-walk this bill with some foot-
dragging across the aisle, this deduc-
tion expired on December 31, 2005.
Nonetheless, it is important that we
not only extend this provision, but
make it permanent. The college tuition
deduction is an important and popular
education tax benefit, particularly for
the middle class. It is not available to
taxpayers with income above $80,000—
$160,000 in the case of joint returns.

In 2003—the last year for which offi-
cial data are available—more than 3 12
million Americans benefited from the
tuition deduction, with nearly $7 bil-
lion in college tuition costs covered by
the deduction—an increase of nearly 9
percent from the previous year. Tax in-
centives for college tuition helped
nearly 11 million Americans realize the
dream of a college degree. This rep-
resents more than two-thirds of all col-
lege students. In the Commonwealth of
Pennsylvania, over 150,000 families and
students took advantage of this deduc-
tion. The tuition deduction is a crucial
part of our education tax incentives
and must be made permanent. We
should send the message to parents of
high school students that this deduc-
tion will be there when their students
begin college.

I urge my colleagues to support this
motion and support these families and
students striving for a college edu-
cation.

MOTION TO INSTRUCT CONFEREES

Mr. GRASSLEY. Mr. President, I
turn to motion No. 6, which is my own.
I ask for the reading of it.

The PRESIDING OFFICER. Without
objection, the pending motion will be
laid aside, and the clerk will report.

The legislative clerk read as follows:

Mr. GRASSLEY moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the two Houses on
the Senate amendment to the bill H.R. 4297
be instructed to report a reconciliation con-
ference report ensuring that in 2009 and 2010,
the international competitiveness of the
United States in attracting capital invest-
ment, and therefore job creation, is not
weakened further by a higher combined cor-
porate and individual income tax rate on
corporate and capital income as a result of a
higher dividend tax rate, based on the fol-
lowing:

(1) In 2005, the combined maximum cor-
porate tax rate and individual dividend tax
rate in the United States was 50.8 percent.
This rate was the eighth highest rate in the
thirty-nation Organization for Economic Co-
operation and Development, taking into ac-
count both national and subnational taxes.

(2) If the top federal tax rate on dividend
income would have been thirty-five percent,
instead of fifteen percent, the combined tax
rate would have been 62.9 percent, and would
have been the second highest combined cor-
porate and individual tax rate on corporate
income in the OECD, behind only Japan.

Mr. GRASSLEY. Mr. President, I
offer this motion instructing conferees
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that in the years 2009 and 2010, the
international competitiveness of the
United States in attracting capital in-
vestment, and therefore job creation, is
not weakened further by higher com-
bined corporate and individual in-
creased tax rates on corporate and cap-
ital income as a result of the higher
dividend rate.
MOTION TO INSTRUCT CONFEREES

Mr. GRASSLEY. Mr. President, I
send a motion to the desk that I am
going to file and not discuss at this
point.

The PRESIDING OFFICER. Without
objection, the pending motion is laid
aside, and the clerk will report.

The legislative clerk read as follows:

Mr. GRASSLEY moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendments to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to insist on the inclusion in the final con-
ference report of a permanent extension of
the modifications to the child tax credit
made by the Economic Growth and Tax Re-
lief Reconciliation Act of 2001 and the Jobs
and Growth Tax Relief Reconciliation Act of
2003.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that at 8 p.m. to-
night, the Senate proceed to a vote in
relation to the Grassley motion on vet-
erans, to be followed by a vote in rela-
tion to the Dodd motion on veterans,
with no amendments in order on either
motion.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. GRASSLEY. Mr. President, I
yield the floor.

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

Mr. BAUCUS. Mr. President, I ask
that the pending motions be set aside
so the Senator from New Jersey can
offer his motion. Obviously, under the
rules, he has at least a half hour,
maybe even longer. Senator SCHUMER
from New York is coming over. Under
the rules, he would have the same
length of time. We are going to vote
about 8 o’clock, but, of course, that can
slip a little to accommodate the Sen-
ators from New Jersey and New York.
I counsel my friends from New Jersey
and New York to not use all of their
time unless they really want to. I ad-
mire the Senator from New Jersey. He
is concise and to the point in his pres-
entation.

MOTION TO INSTRUCT CONFEREES

Mr. LAUTENBERG. Mr. President, I
ask unanimous consent that the pend-
ing motion be set aside, and I send a
motion to the desk and ask for its im-
mediate consideration.

The PRESIDING OFFICER. Without
objection, the pending motion will be
set aside. The clerk will report.

The legislative clerk read as follows:

Mr. LAUTENBERG moves that the managers
on the part of the Senate at the conference
on the disagreeing votes of the 2 Houses on
the Senate amendment to the bill H.R. 4297
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(to provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to report a final conference report that does
not increase the national debt of the United
States.

Mr. LAUTENBERG. Mr. President, I
want to discuss this motion to instruct
conferees that I bring to this bill. You
see here a display of a credit card. It is
drawn on the ‘“‘Bank of our Children’s
Future.” My amendment is simple. It
asks the conferees, please, do not in-
crease our national debt.

A lot of what we do around here is
hidden and complicated Federal budget
rhetoric. But to put matters simply,
this bill allows President Bush to
charge another $50 billion on the credit
card of the United States of America.
But when he leaves office, who is going
to pay the debt that is left behind? Cer-
tainly, it will not be their rich or infa-
mous friends. They are guaranteed to
be safe from the bill collector. The re-
ality is that the President is going to
leave repayment of this credit card
debt to our kids and our grandchildren.
I don’t want to have that burden on my
grandchildren or my children. They
work hard and they pay their debts and
they pay their taxes—my children, I
am talking about; my grandchildren
are too young. They are willing to pay
their taxes and they are proud of this
country of ours.

The Democrats want to pay for these
tax cuts by ending giveaways to rich
special interests. But the Republican
side said: No, no, don’t persecute mil-
lionaires.

I had a very successful business ca-
reer. It happened because I live in
America and America responds to inge-
nuity and hard work. I don’t mind pay-
ing my taxes. I want to pay my taxes
to be sure that America is strong inter-
nally, not just on the weapons front
but strong in character, strong in mis-
sion.

My colleagues on the other side, all
good folks, will not admit they are
passing this burden on to future gen-
erations. They claim they are going to
cut spending to make up the difference.

Are they? As President Bush insists,
are they willing to cut Medicare and
make health care more expensive for
seniors? Are they, as President Bush
insists, willing to cut student loans?
Isn’t tuition expensive enough for the
average family in America? Are they,
our colleagues on the other side, as
President Bush insists, going to elimi-
nate the Safe and Drug-Free Schools
Program? Are they willing to cut the
Head Start Program for children who
don’t have the benefit of being in a
home where they can learn, who don’t
have the benefit of guidance from par-
ents often? Those children often get
their only nutritional meal in a facil-
ity that is supported by the Federal
Government. We are now only serving
800,000 out of 1.6 million children who
would qualify.

Even if we do all these things, we are
still going to be in the hole with mas-
sive deficits because of the President’s
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insistence on irresponsible tax cuts,
and I use the word advisedly.

I know something about balancing
budgets. I was a senior Democrat on
the Senate Budget Committee that
produced the first balanced budget in
30 years. We did such a good job that
when President Bush took the oath of
office, he was presented with a rosy fi-
nancial picture like no President in the
history of our country has ever seen.

We had budget surpluses as far as the
eye could see. In 2000, we had a budget
surplus of $236 billion. In 2001, Presi-
dent Bush enjoyed a surplus of $128 bil-
lion. We were ready to pay off our na-
tional debt by the end of President
Bush’s last term. We were in the mid-
dle of the longest economic expansion
in the history of our country. But the
Republicans plunged into massive tax
breaks for the wealthy and the special
interests, tax breaks that will cost $3.4
trillion to make them permanent over
the next decade. One-third of that,
more than $1 trillion, will go to the
richest 1 percent of our population.

So here is how the Republican tax
cuts translate. If you make $1 million a
year, you get an average tax cut of
$136,000, but if you make less than
$20,000 a year, you get a whopping $19.
To what end? Instead of paying off our
national credit card bill, President
Bush and the Republican majority are
set to double our national debt. If we
continue on this path, our national
debt will be more than $12 trillion by
2011.

With this bill, we are being asked to
approve another $50 billion charge on
our credit card. The most tragic thing
is that there is no reason to charge
these tax cuts to the national credit
card.

When we were considering this bill a
few weeks ago, our senior colleague on
the Budget Committee, Senator
CONRAD, offered a way to pay for these
tax cuts by closing corporate loop-
holes. Closing these loopholes would
have shut down abusive foreign tax
shelters. I don’t understand why we
should give cover to abusive foreign
tax shelters. It would have made pol-
luters pay to clean up the damage they
cause to our environment, it would
have required tax withholding on pay-
ments to Federal contractors, such as
Halliburton, just like every American
has on their paycheck. Every Member
on this side of the aisle voted for budg-
et discipline, and every Member of the
other party voted for budget reckless-
ness.

We still have a chance to put a stop
to this. We can adopt my motion. It is
simple. It says to the conferees: Don’t
increase our national debt. Is that too
much to ask, don’t increase our na-
tional debt?

Of course, we could go ahead and get
a second mortgage on the White House
or this Capitol Building or the Pen-
tagon. Every day people across Amer-
ica will take a second mortgage in a
similar situation. ‘“‘Similar situation”
means when your debt exceeds your
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ability to pay it down. The administra-
tion is willing to do that.

So if my colleagues think we should
saddle our children and grandchildren
with more debt, then I suggest they op-
pose my motion, but if they think it is
wrong to run up our Nation’s debt so
special interests, such as Halliburton
and polluters, can get off scot-free,
then vote for my motion.

Every American’s share of the na-
tional debt now is $27,529. This bill
raises that debt another $170 per adult
and child in this country. By voting for
my motion, we say no to debt for our
kids.

I urge my colleagues to support this
motion and show that they want some
fiscal responsibility put into place.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I see
several Senators on the floor. I be-
lieve—and perhaps someone can cor-
rect me—the Senator from New York
was here earlier.

MOTION TO INSTRUCT CONFEREES

Mr. SCHUMER. Mr. President, I wish
to offer a motion.

Mr. BAUCUS. Mr. President, I ask
that the pending motions be set aside.

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

The clerk will report the motion.

The legislative clerk read as follows:

Mr. SCHUMER moves that the managers on
the part of the Senate at the conference on
the disagreeing votes of the 2 Houses on the
Senate amendment to the bill H.R. 4297 (to
provide for reconciliation pursuant to the
concurrent resolution on the budget for fis-
cal year 2006 (H. Con. Res. 95)) be instructed
to report a conference report that includes
the Senate-passed provision to extend the
above-the-line deduction for tuition and fees
through December 31, 2009 (section 103), be-
fore it includes the House-passed extension
of lower tax rates on capital gains and divi-
dends (section 203) given budget constraints,
noting that a conference report which main-
tains the tuition deduction will provide
needed tax relief to more than 4,000,000
American families each year that are strug-
gling to keep pace with rising tuition costs.

Mr. SCHUMER. Mr. President, in the
Senate-passed tax reconciliation bill,
we have recognized the importance of
the tax deduction for college tuition,
and the bill we are sending to con-
ference extends it for 4 additional
years, through 2009. Unless extended by
the 109th Congress, the deduction will
not be available to taxpayers filing 2006
returns. It is urgent that the provision
be extended in this bill, so families can
plan for their kids’ education.

The House bill, in sharp contrast
with the bill that the Senate passed
with 66 votes, extends this common-
sense, middle-class tax relief for only 1
year. Given that we face choices and
budget limitations, and we can’t do it
all, this motion instructs the Senate
conferees to insist that the conference
report should include the Senate-
passed 4-year extension of the tuition
deduction, rather than extending the
tax cuts for dividends and capital gains
that will not expire for nearly 3 years.
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That is the gist of my motion. We
simply do not need to take action on
dividends and capital gains today, but
on issues such as the college tuition de-
duction and the alternative minimum
tax, Congress must act now. If we can
not do it all under the reconciliation
limits, then the tax cuts for the middle
class that have already expired should
take priority.

The supply-siders who insist that
cutting taxes for millionaires in 2009 is
more important than cutting taxes for
middle-class families this year argue
that low tax rates on investments are
central to our economic well-being.

Like many of my colleagues, I agree
that lower taxes are generally pref-
erable to higher taxes. That is not a
controversial position. The question is,
when we have large budget deficits,
what are our highest priorities?

We have to make choices. And in to-
day’s information-driven economy, a
college degree is no longer a luxury, it
is a necessity.

In terms of long-term economic
growth and developing this country’s
human capital—which is ultimately
the true source of innovation and com-
petitive advantage—we could make few
better investments than ensuring that
future generations have access to an
affordable college education.

And talk about a tax cut that pays
for itself over time. According to the
Census Bureau, workers 18 and over
with a bachelor’s degree earn an aver-
age of $51,206 a year, while those with a
high school diploma earn $27,915, and
the disparity has been growing over
time. College graduates make more
money, and they will pay more in taxes
as a result. Making college easier to af-
ford is a real investment, and you don’t
need so-called dynamic scoring to
make the case.

The challenge for American families
is that the cost of college tuition has
increased faster than any other major
consumer item, including health care,
over the last 20 years. It has sky-
rocketed from $5,156 in 1981 to $29,026 in
2005, an increase of 462 percent.

Even in real, inflation-adjusted dol-
lars, the price of a 4-year public or pri-
vate college education has almost dou-
bled over the past two decades.

While many of my colleagues talk
about lower taxes on investment, when
a family spends money on college tui-
tion, they are investing too. These
families may not have a lot of money
in taxable financial investments—more
than three-quarters of U.S. households
earn less than $1,000 in taxable income
from investments, such as capital gains
and dividends—but they are investing a
lot in their kids’ education.

In today’s global, interconnected
world, who is to say that these invest-
ments in human capital are not just as
important, if not more so, than the
buying and selling of stocks?

I urge each of my colleagues to think
about how quickly tuition costs are
rising in their States and consider
whether the majority of taxpaying
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families in their States really need an
extension of capital gains relief or
whether they really need relief from
the AMT and college tuition costs.

Here are just a few examples from my
State:

At Adelphi University on Long Is-
land, tuition cost $5,114 in 1983 and
$17,800 in 2003-2004, a more than three-
fold increase.

At SUNY Purchase in Westchester
County, tuition increased from $1,005 in
1980 to $4,079 in 2003-2004, or 4 times as
much.

At Niagara University outside Buf-
falo, tuition has nearly quadrupled,
from $3,300 in 1983 to $17,380 in 2003-
2004.

I am sure each of us has similar sto-
ries to tell. I urge my colleagues to
support my motion, and keep the col-
lege tuition deduction in place for at
least 4 more years.

The skyrocketing rise of college tui-
tion is not the only trap ensnaring an
unsuspecting, and undeserving, Amer-
ican middle class. The individual Alter-
native Minimum tax is another, and I
would like to speak for a moment on
the motion to be offered by the minor-
ity leader.

Unless we act, the alternative min-
imum tax’s crushing burden will be felt
by 17 million more middle- and upper-
middle income taxpayers this year
than in 2005, and millions more in the
years to come. AMT relief is a critical
part of the Senate’s version of this bill
and we all must do everything we can
to ensure that this tax—which affects
middle- and upper-middle class tax-
payers—is addressed this year.

It would be nearly impossible to
overstate the AMT issue in its impor-
tance and urgency. By the end of the
decade, the AMT will ensnare more
than 30 million taxpayers, the majority
of which will have incomes below
$100,000, and the National Taxpayer Ad-
vocate at the IRS has identified the al-
ternative minimum tax as the most se-
rious problem facing individual tax-
payers.

Here are a few statistics I want to re-
inforce for my colleagues, which I men-
tioned on the floor earlier this month:

The year 2006 is the tipping point for
the AMT, as the number of taxpayers
affected nationally will explode from
3.6 million to more than 20 million, if
the Congress fails to act;

A family with two children will be-
come subject to the AMT at about
$67,600 of income in 2006; and a family
with five children will start owing
AMT at about $54,000 of income this
year, if the Congress fails to act;

In 2004, only 6.2 percent of families
earning $100,000 to $200,000 a year were
subject to the AMT, and that number
will explode to nearly 50 percent this
year, if the Congress fails to act; and

Starting in 2008, the average married
couple with two children earning
$75,000 or more will find that more than
half of the tax cuts they have been ex-
pecting from the various laws passed
since 2001 will be taken back via the
AMT, if the Congress fails to act.
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If AMT relief is extended through
2006, about two-thirds of the benefits
will be realized by families earning
under $200,000, with more than half of
the total benefits going to families
with incomes between $100,000 and
$200,000. In New York and many other
States, particularly in or near major
cities, a combined income of $100,000 or
$150,000 does not make you rich.

Contrast this with the tax relief for
dividends and capital gains, where
more than half of the total benefit goes
to families with income over $1 mil-
lion. This is more than 50 percent of
the benefit going to less than one-half
of one percent of all taxpayers in the
country.

It was for these reasons that 73 Sen-
ators voted earlier this month to sup-
port a sense-of-the-Senate resolution
that AMT relief should be a higher pri-
ority for this Congress than a dividend
and capital gains tax cut. The Amer-
ican people now expect us, and our con-
ferees, to follow through on that
pledge.

When you consider the statistics I
mentioned, about who will become sub-
ject to the AMT this year if we fail to
act, it becomes pretty obvious that ad-
dressing the AMT problem—or extend-
ing the college tuition tax cut—should
be far more important than extending
a tax cut on investment income that
doesn’t expire for nearly 3 more years.
That is common sense, and it is an en-
tirely separate question from who ben-
efits from which tax cut, or what your
ideology may be.

In conclusion, we need a bill back
from conference that mirrors the pre-
vious Senate versions of reconciliation.
We passed a bipartisan bill that ex-
cluded the dividends and capital gains
cuts and provided generous AMT relief
for 2006. That bill passed the Senate
with 64 votes. Two weeks ago, a modi-
fied version of the bill received 66
votes. I strongly encourage our con-
ferees to bring a similarly bipartisan
bill back from conference.

Mr. BAUCUS. Mr. President, even
though the hour of 8 is about to arrive,
I yield whatever time the Senator from
Texas requires.

The PRESIDING OFFICER. The Sen-
ator from Texas.

Mrs. HUTCHISON. Mr. President,
when the hour of 8 o’clock arrives, I
ask to be notified. I wish to speak on
the motion made on my behalf by Sen-
ator GRASSLEY earlier to instruct con-
ferees to make the sales tax deduction
permanent.

This is very important to the States
that have a sales tax but no income
tax. There are seven States that have
no income tax. Yet the citizens of all
the other States of our country are
able to deduct the income taxes they
pay at the State level from their Fed-
eral income taxes. Two years ago, we
enacted the law that would bring sales-
tax States into equity so that every
State would be treated the same. We
are now faced with another 2-year ex-
tension, or we will have this inequity
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continue because the sales tax deduc-
tion that was enacted by Congress
lapsed at the end of last year. We have
to make this deduction permanent.

I ask that our conferees be instructed
to make it permanent so that every
person in America can deduct their
State taxes, whatever kind of tax that
may be, from their Federal income
taxes. This is a matter of equity. It is
only fair that sales-tax States be treat-
ed the same as income-tax States.

I urge my colleagues to vote to make
sales tax deductions permanent. Give
people a choice. That is the right thing
to do.

I yield the floor.

MOTION TO INSTRUCT CONFEREES

The PRESIDING OFFICER. Under
the previous order, the vote now occurs
on the motion to instruct conferees of-
fered by the Senator from Iowa, Mr.
GRASSLEY, relating to veterans.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that 2 minutes be
allocated to explaining these motions
and that 2 minutes be equally divided.

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

Who yields time?

Mr. BAUCUS. Mr. President, I will
yield my time.

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

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

Mr. GRASSLEY. Mr. President, I rise
for the purpose of asking unanimous
consent to change the names of the
sponsors of a motion that I filed.

I ask unanimous consent that the
Grassley motion regarding the perma-
nence of the child tax credit be identi-
fied as Grassley for TALENT and SNOWE.

The PRESIDING OFFICER. Without
objection, it is so ordered. Is there fur-
ther debate?

Mr. STEVENS. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The question is on agreeing to the
motion. The clerk will call the roll.

The legislative clerk called the roll.

Mr. MCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from North Carolina (Mrs. DOLE),
the Senator from Montana (Mr.
BURNS), and the Senator from Arizona
(Mr. McCAIN).

Further, if present and voting, the
Senator from North Carolina (Mrs.
DoLE) would have voted ‘‘yea.”

Mr. DURBIN. I announce that the
Senator from Indiana (Mr. BAYH), the
Senator from Delaware (Mr. BIDEN),
the Senator from Vermont (Mr. JEF-
FORDS), the Senator from New Jersey
(Mr. MENENDEZ), and the Senator from
Maryland (Ms. MIKULSKI) are nec-
essarily absent.
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The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 92,
nays 0, as follows:

[Rollcall Vote No. 14 Leg.]

YEAS—92

Akaka Dorgan McConnell
Alexander Durbin Murkowski
Allard Ensign Murray
Allen Enzi Nelson (FL)
Baucus Feingold Nelson (NE)
Bennett Feinstein Obama
Bingaman Frist Pryor
Bond Graham Reed
Boxer Grassley Reid
Brownback Gregg Roberts
Bunning Hage} Rockefeller
Burr Harkin N
Byrd Hatch Salatzm
Cantwell Hutchison S:Ir"b;rrll;;n
Carper Inhofe
Chafee Inouye SChu,mer
Chambliss Isakson Sessions
Clinton Johnson Shelby
Coburn Kennedy Smith
Cochran Kerry Snowe
Coleman Kohl Specter
Collins Kyl Stabenow
Conrad Landrieu Stevens
Cornyn Lautenberg Sununu
Craig Leahy Talent
Crapo Levin Thomas
Dayton Lieberman Thune
DeMint Lincoln Vitter
DeWine Lott Voinovich
Dodd Lugar Warner
Domenici Martinez Wyden

NOT VOTING—38
Bayh Dole Menendez
Biden Jeffords Mikulski
Burns McCain

The motion was agreed to.

The PRESIDING OFFICER. Under
the previous order, there will be 2 min-
utes equally divided on the Dodd mo-
tion to instruct.

The Senator from Montana.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that the Grassley
motion for Senators TALENT and SNOWE
be the Grassley amendment for TAL-
ENT, SNOWE, and LINCOLN.

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

The Senator from Connecticut.

Mr. DODD. Mr. President, parliamen-
tary inquiry: How long did that last
vote require?

The PRESIDING OFFICER. Approxi-
mately 37 minutes.

Mr. DODD. I thank the Chair.

Let me briefly explain to my col-
leagues the distinction between the
vote you just took and the motion I
offer. Very simply put, it is whether we
are going to pay for the language we
just adopted with the motion of the
chairman of the Finance Committee to
have $19.9 billion for veterans and then
not provide the resources to achieve
that goal. Everyone in this Chamber
knows what will happen. That amend-
ment will be dropped before this bill
even gets out the door. If you adopt the
motion I offer, you will support taking
the $19.9 billion out of the $64.8 billion
that the House of Representatives pro-
poses to spend on the two-tenths of 1
percent of American taxpayers who
make incomes of more than $1 million
a year. For that small amount, we can
pay the veterans who desperately need
the kind of services all of us know they
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need. If you want to do something for
the Grassley amendment, then adopt
this motion which will provide the re-
sources we have not adopted with the
Grassley provision.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, the
words ‘‘paid for” also mean tax in-
crease. The difference between these
motions is, the Grassley motion does
not contain the tax increase. The Dodd
motion asks the conferees to raise
taxes.

Mr. DODD. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be.

The question is on agreeing to the
motion. The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. MCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from Montana (Mr. BURNS) and
the Senator from Arizona (Mr.
MCcCAIN).

Mr. DURBIN. I announce that the
Senator from Indiana (Mr. BAYH), the
Senator from Delaware (Mr. BIDEN),
the Senator from Vermont (Mr. JEF-
FORDS), the Senator from New Jersey
(Mr. MENENDEZ), and the Senator from
Maryland (Ms. MIKULSKI) are nec-
essarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 40,
nays 53, as follows:

[Rollcall Vote No. 15 Leg.]

YEAS—40
Akaka Feingold Murray
Baucus Feinstein Nelson (FL)
Bingaman Harkin Obama
Boxer Inouye Pryor
Byrd Johnson Reed
Cantwell Kennedy Reid
gi;?sg gg;rly Rockefeller
Clinton Landrieu SZi%anes
Conrad Lautenberg
Dayton Leahy Schumer
Dodd Levin Stabenow
Dorgan Lieberman Wyden
Durbin Lincoln

NAYS—53
Alexander Dole Murkowski
Allard Domenici Nelson (NE)
Allen Ensign Roberts
Bennett Enzi Santorum
Bond Frist Sessions
Brownback Graham Shelby
Bunning Grassley Smith
Burr Gregg
Chambliss Hagel 2;23321‘
Coburn Hatch Stevens
Cochran Hutchison
Coleman Inhofe Sununy
Collins Isakson Talent
Cornyn Kyl Thomas
Craig Lott Thune
Crapo Lugar Vitter
DeMint Martinez Voinovich
DeWine McConnell Warner

NOT VOTING—T7

Bayh Jeffords Mikulski
Biden McCain
Burns Menendez

The motion was rejected.
Mr. FRIST. Mr. President, I suggest
the absence of a quorum.
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The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

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

The PRESIDING OFFICER. Without
objection, it is so ordered.
UNANIMOUS-CONSENT AGREEMENT—MOTIONS TO

INSTRUCT

Mr. FRIST. Mr. President, I ask
unanimous consent that the only mo-
tions to instruct be those currently
pending and that no other motions be
in order; I further ask consent that no
amendments be in order to the mo-
tions; provided further that when the
Senate adjourns this evening, all re-
maining debate time under the statute
be considered as having expired; fur-
ther that when the Senate convenes to-
morrow, the Senate begin to vote in re-
lation to the motions, with the Repub-
lican alternatives occurring prior to
the votes in relation to the Democratic
amendments; and I send a list to the
desk with the order of votes; further
that prior to the Kennedy motion and
the Grassley motion on capital gains/
dividends, there be 2 minutes per side
for debate prior to the votes on each,
with debate before all other votes lim-
ited to 2 minutes equally divided and
all votes after the first vote in the se-
quence be limited to 10 minutes each.

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

FAIRNESS IN ASBESTOS INJURY
RESOLUTION ACT OF 2005—Resumed

Mr. FRIST. Mr. President, I ask
unanimous consent that the Senate
now return to the consideration of the
asbestos bill.

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

The clerk will report.

The assistant legislative clerk read
as follows:

A Dbill (S. 852) to create a fair and efficient
system to resolve claims for victims of bod-
ily injury caused by asbestos exposure, and
for other purposes.

Pending:

Frist (for Specter/Leahy) amendment No.
2746, in the nature of a substitute.

Specter Modified amendment No. 2747 (to
amendment No. 2746), to provide guidelines
in determining which defendant participants
may receive inequity adjustments the Ad-
ministrator shall give preference.

Kyl amendment No. 2754 (to amendment
No. 2746), to reduce the impact of the trust
fund on smaller companies and to expand
hardship adjustments.

Ensign point of order that the pending bill
and the pending amendment in the nature of
a substitute (Frist (for Specter/Leahy))
amendment No. 2746 (listed above) violate
section 407 of H. Con. Res. 95, the concurrent
resolution on the budget for fiscal year 2006.

Specter motion to waive the point of order
(listed above).

CLOTURE MOTION

Mr. FRIST. I now send a cloture mo-
tion to the substitute to the desk.

The PRESIDING OFFICER. The clo-
ture motion having been presented
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