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MARKUP: S. 1564, LEASING AND TRADE ADJUSTMENT ASSISTANCE'.

Wednesday, September 28, 1983

United States Senate
- Committee on Finance
Washington, D. C.

The Committee met,  pursuant to notice, at 10:50 a.m., in

Room SD~215, Dirksen Senate Office Bulldlng, the Honorable -

" Robert J. Dole (Chalrman of the Committee) presiding.

'Present: Senators Dole (presiding), Packwood, Danforth,

Chafee, Heinz, Durenberger, Grassley, Long, Bentsen, Moynihan,

Boren, Bradley and Pryor.

The Chairman: We have been delaying just for a few minutes
because*we'ére'trying'to accommodate the people in the hallway.
We can't find any other meeting room, so we have asked if they
might pipe arlittle sound into the hallway itself if it doesn't
disturb any othéf office, because I knoQ many people have an
interest in -- at least I assume they have an interest. They
wouldn't just be here because it is so exciting. So, we want
them to hear so they can go back and report to whoever they
report to.

When we concluded yesterday we were getting into a

discussion of the whole public property leasing, and I
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understand there may be one or two amendments which we want to

discuss and go over with the Treasury. Mr. Chapoton ié here.j
‘I don't think we are going to make any final action on
amendments today.

I must say, this is a very, very complicated area and
émendments are coming out of the woodwork, and we hope they go
back intq the woodwork, many of them..

But where did we leave off? I am not ce;tain I understood»
just what happened.

Andre, David explained generally what the bill d4id,

Mr. Brockway; and then you were~gettiﬁg into 'a few particulars.

Mr. Leduc: We had described one type of transaction. It

might be helpful to recapitulate~that transaction and the three

other principal typééAof finanéiﬁg_transactions which this bill
would effecﬁ;

The Chairman: Okay,vlet'S'do that, you know, rather
hurriedly.

Mr;”Leducr‘ The biil is, in theory, designed to prevent
negative tax réﬁes. AThat is, it is intended to prevent a tax
exempt. entity from transﬁerring, essentially selling, tax
benefits which it cannot realize because it is tax exempt to a
taxable entity and so achieve an effective negative tax rate.

Four principal types of transactions have been identified:
Leases or sale lease-backs by private colleges and charitable

organizations and other tax exempt organizations; leases by
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state and. local governments which are tax exempt; leases by the

Federal Government itself, which of course is tax exempt; and
leases Sy foreign persons. who are not taxed in the United States.

The transactions are subsﬁantially similar but raise
slightly different issues. Let me run through just in outline
a couple of paradigms.

The Bennington College case has received some attention and
it éxemplifies a series of transactions wﬁich have been done or
cohtemplated by priVate colleges and other tax exempt entities.

The- tax exempt:haS'subﬁtantial real or personal property.
Because it is tax:exempt it cannot claim the investment tax
credif ér'the deferfal from accelerated cost feco?ery
deductions-

It:may;.therefore,.tranéfer tax title to a taxable entity

whichfwill.then-be-eIigible to. claim the credit for

V»rehabilitation;expenseS‘and'to'utilize the subsidy available

- from- the mismatching of income and deductions under the

accelerated cost recovery system..

In-Bennihgton's case, the transfer would be of the entire
campus. Smaller transfers are contemplated by other colleges
and universities.

The Chairman: Are there a number of colleges and
universities getting ready to sell the campus?

Mr. Leduc:  Yes, sir.

The Chairman: Football teams or things like fhat?

ALDERSON REPORTING COMPANY, INC.
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Mr. Leduc: There have been stadiums,. there have been
dormitories at both private and public-institutions. "Many of-
tﬁese projects are still in the pPlanning stage and the planning
has béen slowed down by the introduction of the legislation in
the  House and the Senate.

The principal issued raised by a Bennington tYpe

transaction is the: transfer of the tax benefits. The rents are

reduced when the property is leased back to the private college,

thus. passing through"the~benefit;offthe cost recovery

deductions' and effectively yielding,‘in_our~judgment, a. negative

‘tax rate.

-Asidé from alumni reluctance to enter into these
iraﬁsactions, ghére are no-checks and nOilimits by the Federal
Goverﬁment.on-théfvolume»of suchAtraﬁsactions,-
| Similéf*trahsﬁCtions;are~dohe_by state -and local
governments. The-Atlanta;City Hall is one example in which the
city leases the city hall to a private investor, sells and.
leases back..

The issues are substantially identical. The taxable
entities can claim.the investment credit for the rehabilitation
and'ﬁhe accelerated cosﬁ recovery deduction.

There is an additional concern. In general, whén a state -

or local government issues tax exempt bonds, limits are put on

the reinvestments of the proceeds. There are anti-arbitrage

restrictions.
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There are no anti-arbitrage restrictions on sale lease-backs,
SO you can sell the city hall and put it in taxable bonds paying
a higher yield. oOf course, the city is tax exempt so it pays
no tax on the taxable bonds.

A third type of tranéaction, elpitomized by the Navy lease
of the TAKX and T-5 tankers, is a lease'by the Federal
Government.

The Federal Government, again, is not a taxpayer, is not

'entitled to the investment credit or the benefits from ACRS.

So,. rather-thén.buying therpropefty itsélf, the Federal
Gove;nment,arranges to.haveza-privéte party buy it-and enters
into a.long term lease. The rents are redﬁced td reflecf the
tax:benefitS»to.the;private party and‘the.Federal Government is
able to: reduce its.appropriations, ifs.direét'spending.

- The Chairman: As I understand,. they may reduce the
appropri%tions, but' is it correct that it may be more costlY“’
because of revenue loss than it would through the appropriation

route?

7

Mr. Leduc: Mr. Brockway's staff has studied that closely

and he may want to comment, Senator.

Mr. Brockway: Mr. Chairman, any of the leases —---—

The Chairman: If we may have order, I know it is difficult,
we have a crowded room, but we would like to better understand
this very complex matter.

Dave?

ALDERSON REPORTING COMPANY, INC.




300 7TH STREET, 8.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 564-2345

10.

17

13 .
14
15.
16
7

18:

19

20

2]

23

24

25

12.

Mr. Brockway: Mr. Chairman, in. any of the leases to the -
Federal Government you are almost certainly going to have a
higher aggregate cost to the Federal Government. when you take

into account the impact of the tax losses to the Treasury and

the amount that the federal agency -- in this case, the Navy --

is going to pay-
In that transaction, using our methodology -= I think the

Treasury reached similar results using somewhat different

-‘methbdology.-—‘thetconcIusion was that on-ehips costing about

$2.3 bllllon, it increased the aggregate cost to the Federal
Government by about 13 percent.

The Chairman: Through the leasing?

Mr.. Brockway;»_Through the leasing, because yon'have'two

things geing on. One is that there is a certain amount of

inefficiency. ' The private investor is g01ng to want some return.
' And in addition, if the Federal Government does it, it does lt on.
its credit, which:isrthe*best credit in the economy, and by

- running: it through a lease transaction the private investors, in

order to.fund'theEpreieet,rwill have to pay higher interest
costs which ﬁltimateiy will have to be passed through to the
Federal GoVernment;

The Chairman: Why do we do it, then? I mean, if we are
punishing the taxpayets either way, but we are going to_punish
them more this way, why do we pick out the most severe

pﬁnishment?
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Mr. Brockway:' Well, I think that for the agencies
involved, whehithey examine it they haven't necessarily taken
into.gccount.the'tax cost to the Treasury Department because
they aren'tAciearly measurable. And if entity bought it -- in
othe£ wofds, if the Navy 5pent the $2.3 billion on the ships,
that would have qomerut-of appropriations in the year they
acquired.  them. Thisuwayﬁ the»lease:payments~come out of the
opeiatiOnS'and,maintehance budget and so --— I don't know what.

the lease~payment‘might’be; but 100, 200 million a year, much

» smaller; and:they‘cansspreadﬁit.outzand'from“their“perspective

it.isvmuChtcheaper@_

The Chairman: Tfeaéﬁryr do,yoq.agree,with the comments
made by the Joint;éommittee?

Mr.. Chapotdna ‘Yes., basically, Mr. Chairman. There is»an
argument:béck:and forth.6n-the‘total.cost.to the Federal
vaernméntf-whethér.it is: more if the transaction is’ a leasing
trénsaction rather than a straight purchase by the government
aéency-involved?'f. |

fhefé iéﬂfllﬁhiﬁk; as Mr. Brockway éays, clearly in
virtually everyiéaée some inefficiency that has this impact that
means: more cost-is involved. But even if you assumé there is
not, we' think the major consideration is twofold..

One is the budgeting impact, the-budéet problem, whose

budget the cost, the full cost should appear on. And then

secondly, the use of the federal credit, more expensive credit
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if it is not the federal credit.

So, we supported these changes, of course, oﬁ the House
side for that reason.

The Chairman: Do you want to get in the last category?
Then I assume other members have questions.

Mr. Ledué: The'final category is foreign leasing. .The~
United States.taxes ité,citizens and residents and other personé,
doing business in the United States. Foreign persons not doing
business in the United. States are not.ﬁaked.

Nevérthelesé, it‘is,QCSsible for'such“personS'to lease
property'frém:a Uﬁit§detates.financial intermediary. That
finahcial.infermediary will be entitled to certain éccelerated
deductions: for depreciation .and, in.some instances if the
property'iS'being used:to ship.inﬁo-the:United,States.or, in the
case of airplaneST to fiy*back~and forth, theré~will‘alSO‘be an
investment tax credit available.. |

The Chairman: Let's: get that down to an example. Let's.
say Citibank and'some French airline. How does it work?

Mr.. Leduc? if‘the:Freﬁch airline, for example, were flying
between.PariS‘énd'New.YOrk on a regular basis with the planes,

a 10 percent investment tax credit would be available.

The. Chairman: Though it is made in France?

Mr. Leduc: If'it.were.made in France, the Concorde, for
example, the credit would be available and accelerated.

depreciation would be available.

ALDERSON REPORTING COMPANY, INC.
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The only. United States interest would be == in a general .
lease, lease terms are up to 18 yearé for commercial aircraft.
If the lease were entered into last year, in the year 2000
Citibank would be entitled to the airplane.

In the interim, of course, it would be entitled to the
rental payment; and the tax benefits.‘

The Chairman: So, what*makeS~then eligible is financing.
Is that correct?

'Mr; Leduc: . That isvcorreéty_Senatofr

Senatér‘Méynihan:‘ Mr. Chairmah,.éduld we discuss this at

lengthiiplease? ‘There is é~leaselsector-in-thevfinance

made here, andWIiwouidvhopejwheaneicome to sOme'general
discussion of thisithatiweitake that*ub,

The.Chairman:.iThefé;ig'é'diéfinétion, riéht,

'Senator'Moyniﬁan: An&ithere is a'diétinctioni

The.Chairmah:' TheféziS'a distinction. They are made
here.

» Senator-Manihan: .Thét is¢correct;

The Chairmén: That_is not a problem.

Mr. Leduc: But under present law there is no restriction éf
the current beneiits to property manﬁfactured in the United
States.

Mr. Chairman, that gives you an overview of the types of

transactions that would be affected by this legislation. .

ALDERSON REPORTING COMPANY, INC.




300 7TH STREET, S.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 554-2345

- ], ]‘_

12

13:

14
150

16.

7

18.

19

20

21

23

- 24

25

10

The Chairman: ‘I know every member probably has an
interest. hhat we have tried to do at a staff level was to have
both:the Joint Committee and our staff sort of go over the
general program, and what I.thought.We might dq, Without acting
on any amendments -— we are trying to figure out if we are going

to end up saving revenue or losing revenue. Here is a bill that

. ought to pick up $5 billionJover the next three years.. If it

gets whitt1ed away with all these.améndments} it will be costing

" the TreasuryA$5‘biilionr And I think on the face of it, it is

» pretty hard. to justify someone;who‘is‘tax.exempt;being;able~t0-

sell cﬁedits~énd5unusuedviTCFS’or wﬁéteVer whenﬁthey-don't,péy'
téxes ih the-fi;st place. I think we_héve to start withvthat
propOsitién; | |

LBut letstQO.ddwnithe:list of a few that have been raised
in the. Committee by colleagues,. eiﬁher‘ih5létters>to me or to
otherrmemﬁers; |

Let's start with solid waste, waste water and renewable

‘energy facilities. That is a matter: that has been raised by

a number of’éoileaguesw

Have you had a chance to review that amendment, or
proposal? Put it that way.

Mr. Leduc;I Mr. Chairman, the staff of the Joint
Committee and our staff and the.staff of the Treasury has spent
some time with the special problems that are raised with solid

waste, waste water processing facilities, and renewable and

ALDERSON REPORTING COMPANY, INC.
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other alternative energy facilities.

S. 1564 and fhehcorresponding House bill seek to draw the
line between service contracts and leases. If proberty is
leased to a tax exempt, no inveetment credit. is allowed under
current law, and under the biils no accelerated depreciation
would be permitted. |

-Under.a service c0ntraet, by contrast, both.tax-benefits
are available. - |

The approach taken in both the House and the Senate bill lS

- to identify the factors that.should be considered. ln maklng that.

determlnatlon.

‘The,industries-I.mentioned:raised concerns that there was
substantialiuncertainty as to how-those.factorsn&oﬁle.be applieai
and.asked;for'clarification-

_éenétothentsenr Mr; Chairman,~letjme;iﬁteffupt.him righf
new; because,I;am'not‘sure:ieunderstood‘the.fireﬁ'part'ef the:
leasing arrangeﬁent end what is in effeet~now» I. don't think you
Wereﬁéuite~cleareon that. |

'Weuid;you‘resteterthat.part of it2 Whet:is'available,

ACRS, investmentetaX'credit, end so on? Make you point..

Mr. Leduc: Senator, under present law we draw a

‘distinction for the investment credit between property which is

leased to a tax exempt entity for which no investment credit is
available and property which is used by a service provider ---

Senator Bentsen: I understand that.” I just want you-to

ALDERSON REPORTING COMPANY, INC.
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tell me that on the lease portion. - You stated something that -
you didn't make clear to me. Just tell me what the law is now:
on the leased provision.

Mr. Leduc: There is acceleratgd depreciation available,
Senator; but. there is no investment'credif.

Senator Bentsen: All right. You didn't make that point

- clear. Thank you.

The Chairman: Go ahead, Ahdré.

Mr.. Leduc:. As-a,result Qf‘the concerns with uncertainty,
the“suggestioﬁ_waé<made that we shduld, instead of idéntifyingjf
a-list.of*factdfs tofberCOnsiaeredg we should provide a
comprehensive ﬁest.fof éuch’property to determine whether it was

a,service.contract’orfa~lease, and three factors have been

| identified.

First, who- is. in operating control of the property? If
the: taxable entity is. operating the'facility, that counts, that

must- be satisfied in order to find it.a service contract. That

is, if theatax_exémpt is. operating the facility, no investment

credit would be‘permittediand, ﬁhder theAlegislatibn, no
éccelerated.depreciation would be permitted.

The Chairman: An example of that would be, say, in
Boston, whether it is Wheelabrator Frye operating -- near:
Boston -— or the city. Is that what you are suggesting?

Mr. Leduc: That is correct. Where the private contractor

is running the facility, which is the case in the Saugus

ALDERSON REPORTING COMPANY, INC.
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facility.

If it were a new facility, the credit and the depreciation
would bé available..

Additionally, we would require that the taxable entity
reap the benefits and bear the burdens of running the facility.

That is, the potential for profit if the project performs above

contract and’the risk of loss if it doesn't work must remain on

the taéable’party;
) SOvthaf if the:efis a:significant profit participation or
é~signifi¢ant;:isk ~--

The:Chairmah:' That‘is.fwo, Is there a third item?

Senator Beptéen: Excuse me.  I'$m tryiﬁg to understand.
Whataare-yqu stfiking'at? A net,=net,.ne£,_something where
there is no risk involved?

Mr. Leduc: Or hhéresthefe is a requlated return, Senatdr;'

Sénétor:Bentsénr All.;ight. | |

Mr. Leduc: Riskaof loss, risk of benefit, and control,
those are the three'factors. |

ThénChaifﬁéh;v Now,-aS:i,ﬁhderstandy and T know Senator
Durenberger has én'interest:in this and other Senators have,
there has been a'lot.of discussion with the principals
involved and with staff at our level. I am not certain, I think
also maybe with Treasury..

Has there beén any way we could reconcile the interests

involved. here and work out some satisfactory arrangement without

ALDERSON REPORTING COMPANY, INC.
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" result in a service contract as. opposed to a lease, and basically

' Those are the key points..

that we were extremely close to having reconciled some of these
differences. I have not seen the language yet, Mr. Chairman.

I suspect after I have had an opportunity to take a‘look at the:

language ---

The Chairman: We might hear from Treasury to see.
Mr. Chapoton: Mr. Chairman, we have been given some

langﬁage-thiS'morning that basically appears acceptable to us.

~Now, I am not certain, Senétor'Durenberge:, this is the language

you are talking:about or not.
The Chairman: I am not:cértain we are ready for'the
_languager._ |
- Mr. Chapoton: Well, this-type-ofiappfoach,fwhich‘simply

tries to be a little more specific on what type of'activity-willi

the thrust is that the private. entity has to both operate the

facility and bear risks from the operation of the facility}

|
éreat losses? - ~ | ’ ' )
Senator  Durenberger: I was given the impression last night
|
|
The Chairman: What I thought we might do, in this
particul;r piece, if we are near some agreement, rather than to !
try to hammer that agreement out, we could work it out with the
principals who have an interest in it and bring it back up

tomorrow or -—- we are going to .be on this for several days,

believe me -- and dispose of the areas we can.
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Is. that satisfactory?

Senator Moynihan: I would appreciate that opportunity.

Sénator~Bradley: I think that is a good idea. From what
I have heard about the languaée that was worked out overnight on
who has operating control. and who bears the risk and who gets
the economic beﬁefits,.it seems to me that it sounds like it is

okay, but I would like to reserve a right to see the actual

. language.

The Chairman: Okay. Let's do. this, let's have the Joint

: Cdmmittee‘and?ourjstafffand'therTreasurywmeet'with}the -- we- are:

all intérested(andﬂif:weaéan’hammerqthat one out, that is one

less. It only leaves 8,003 amendments.. - So,jthat will be

helpful..

Another‘érea:thatihas:been.éalle&_to my attention by
Senator Ford,. pfimarily,‘ahdfothéf Senators, haspbeen £hé
Rural Electric ¢o§p§rative. I know: there is. a differenée of
opinion-on'thisvone, n§ agreement. has: been reached.

But  either Andre;dr Da&e){can“youfsért'of'outline‘that
prdvisidn?v

Mr. Leduc: Uﬁder'S. 1564 no limits are placed on tax
exempt entities which become taxable and subsequently enter into
leasing transaétions.

Under the House bill a restriction would be imposed so that
an entity which within five years had been tax exempt is not

permitted to -— is treated as a tax exempt entity and so is

ALDERSON REPORTING COMPANY, INC.
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subject  to the limitations of the bill.-

The theory --— and Mr. Brockway may want to comment on it in-

{ more detail -— is to prevent taxpayers from becoming taxable in

order to transfer the tax benefits.
The Chairman: And going back and forth?

Mr. Brockway: Basically, that is it, and I think that

_ another one of the concerns: is that the taxpayer can wait until

they are about to make a very large capital purchase and at

. that. point voluntarily switch on to be taxable and perhaps

: frontload:some{df*their income:during'the=£ax exempt stage.

And: so, what the{thebry‘of theszusevbill.isﬂto.say'that

if you have been taxable for some period of time -- that is,

five years. -— then you are treated as any other taxable
utility. If'you;havenftpbeen, then you are subject to the.
reStrictionsfof the bill.

. It is the same rule that was in last yearfs Iégis1ation

'déalingrwith safe: harbor.

Senator: Bentsen: _Mru'Chairmah, on that one isn't some

progreSS;being‘made on the possibility of a compromise to stop

- the switching in and out, which is a very legitimate complaint,.

I believe, where you shouldnft allow them to do that?

The Chairman: I think that is true, but I undérstand that
Treasury still does nét agree. If we do that even; there is
still, what, a billion and.a.half dollars revenue lost.

Mr. Chapoton: That is correct, Mr. Chairman. These are big

ALDERSON REPORTING COMPANY, INC.
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dollars because we are talking‘about high cost equipment, and -
the question is-whether an entity that is basically a tax exempt
entitonught to have any benefit here. |

The Chairman: I guess the theory is that they don't pay
taxes evén though they are taxable.

Mr.-Chapoton: Well, the point has been made. VI am not
certain that is absolutely correct.

The Chairman: That is what I have heard. I don't know

- whether: that is-true or not..

Mr. Chapotﬁn: That point is made..
-Senatoﬁ-Boren; -EXcuse me.. Has- a compromise beén workeaAOut‘
on the coopérative matter?
Mr. Leduc: No-
Séﬁaﬁor Boren: It has not at this point?

The Chairman: No. Wexare'discussingvall these, where- they.

*érefworking’on-effortSfto work out a- compromise. But the

- Treasury has. a different view  than the industry.

The industry wduld’say; which' I think is a good concession,
that-they would'bedome.ﬁéxéble» IS-thgt.correct?

Mf; Leduc:. And they Qould stay taxable for a period
extending beyond the recovery period for the leased property.

Senator Boren: For a 15 year period.

The Chairman: Treasury is saying that is great, but that
still doesn't address the rather substantial loss problem.

Mr. Chapoton: That is correct. They are not going to pay

ALDERSON REPORTING COMPANY, INC.
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T any tax during that period in any event. We can look at an

ﬁ:); 2 approach along that line further, but I think ydu havié:really
3 swept the-problemiunder the rug if you do thaﬁ, because they are |
@:} 4 | not going to be -- basically would not be téxable, even thoughA
| 5 nominally taxable for that period of time.

6 The Chairman: How did the House handle it?

7 \ Mr. Chapoton: The House said, if it had been tax exempt

¥

. 8 in the last five years, it is exempt‘for‘thesé<purposes,
9- The: Chairman: Well, is there some other approach. we might

10 | use? Maybe;we:Ieavefthat:as.we'did thellast,itém; maybe-

1T | Treasury and étaffﬁandfothe£S'Who-héve aﬁ iﬁtgrest can -—.this
_ 12 | is going:to be'a rather large proﬁléﬁ; |
éga‘ 13; What is;the next itemé AThat:is»hospité;Aquipment?
14 Mr.. Leduc: .Yes, sir. b.
T5=- : _Thetcﬁairmaﬁ; CAT‘scanners;
16 Mr. Leducs The.bill.as;intrdaucedﬂhas-an:éXCeptiOn fofj

17" | short. lived property which~?ermits_shqrt term leasés without

18 | making  those leases subject to the limitations of the bill.

300 7TH STREET, S.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 564-2345

’l95f . .The=concerh was raised.thaﬁ'theAADR system, which is the
20 | prior depreciation system that preceded the accelerated. cost
221 recovery system, was inaccurate with respect to certain
22| sophisticated hospital equipment and that, in fact, such
23 | equipment is short lived property.

24 One proposal that would deal with sohe of those concerns

25 | would be to grant the Treasury authority to repromulgate a class
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life for hospital equipment, and: in ‘the .interim to treat such - .-
equipment as. short lived property.

Thé Chairman: As I understand that are, there may have
been some agreement with Treasury. No?

Mr. Chapoton: Well, that type of appro;ch is acceptable.to
us.. AsiI.understand it, it would basically say this is short
lived property“and.thérefore is without'the;coverage until we
épecify’what they think wogld be. a more -- what the argument
would be, would: be a;&ifé»consistent‘with%the=ec6nomic life of
théaprdperty; | |

The Chairmans: AmVI'cézrect that that would be' a satisfactory
resdlution.bf.thié:issue?. |

Mr.. Leduct  That=i$ my:undérétandihg; Mr;‘chairman, provided
that the:Treaéury rules:o?erated'prospectiveiy.

Mr.. Chapbtﬁn:' I would éssumeAthat- i‘wouldlpoint out,

Mi. Chairﬁén, ﬁhat:there»will be'éomé:reVenue back; baéically _
$200 millioh over this three year period from this.change, 
because- you: would" be- excluding this property from the ambit of
the-legisiati&nm |

SEnator‘Brédléy: Mr. Chairman, did we formerly have the
depreciable life stated in law, or was that a ruling by the
Treasury?

Mr. Leduc: It was not formerly a rulingr It was pursuant
to rule-making authority in the Treasury as an alternative to

a facts and circumstances depreciation regime. So, it was
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elective for the taxpayer. -
_Senator Bradley: What has happened since then that would

suddenly reduce the depreciable life of this asset?’

Mr. Leduc: Senator, with the enactment .of ACRS these rules
have not been revised for approximately three years.
| 1

_ Additionally, hospitel equipment is in a general professional

service‘categorym It is not in a llmlted or targeted category..

_And the lndustry advises that prev1ously they did not rely on

ADRgllves:but usedtfacts and.c1rcumstance5‘for their

“depreciation calculation..

Sb, it iSQnotfsonﬁch that there has been'a‘significant

thls lndustry, accordlng to the taxpayers.

‘Sénator‘Bradleyz Is_that true prior to 19812 What was

h M:;.Brockway: iThey‘used the facts and'circumstahces-test, ;
end"IQbelieve:they'took the position that the prbperty‘s real
life was rbughiy‘five;yearerand'they would depreciate on that
basis usihg;an aééelerated depreciation method.

So, their claim is that on depreciation the enactment of
ACRS did not beneflt them above and beyond what they were
depreciating it under before. They did not use the ADR class.

When you amended the law in 1981 you eliminated the
possibility of using facts and circumstances.

Senator Bradley: They didn't benefit from the ACRS and
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theteforeithey-deserve to benefit by making this change, that .
is their argument? '

Mr. Brockway: Well, basically they say that the way the
legislation is drafted, the legislation says that you must use
thewADR-midpoiat life, and in this case is this catchall

category of nine years, and their property, the real economic

Vuseful.life.ot:that.is.not‘nine yea:sﬁ iSvonly_fiﬁe'years; ‘That.

is: the:'way they were depreciating it before and they need a

__special.rule»to.treat.them.thevsame-as-most.other taxpayers. -
_That is- the baSlc argumentt
And thlS amendment would give Treasury the opportunlty to ,

‘look at- thlS category of high tech medlcal equlpment and

dec1de;whethet they are,rlght,or~not.
. Senator Bradley: Fine.. Thank you..

Senatbr‘Behtsen: Their argqument, I asaume,,is;thatﬂtheh
ecbnomiC'lifeﬂistfi§e.years»becausevof“theﬂvety substantial
changeerthat are taking place: in the: technology..

Mr; Brockway: Tﬁat-iS’correct,,Senator@

‘The Chairman: Now I wonder if we might4move~to another
ateadthat I kﬁow -—

Senator Durenbergef: Mr; Chairman,. juet to remind you, as
long as we are'going‘through things and as long as we are on
the short lived property issue, I need to discuss at some time
the whole issue of computers. They fall in.the same category

generally, although their life in some cases may be somewhat
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different. . But they fall in the same category as the

discussion that. just took place on hospital equipment. They
-goﬁ no benefit éut of the ACRS changes and there is no revenue
loss if we would give them a five year life, and I just want to
aiert you to the fact that I need the opportunity to try to work
out something'on the computer éide, as well.

The-Chai:man: Okay.. You have all been alerted.

Mr; Chapoton; Yes,‘sir;. The probiem in eaéh of these
casesaisAthat:the'taX'exempt'Ieasing:rule éttempts-tolsay we:
are going ﬁo:éppiy economib-iife to therprbperty that.isvleased.

to a taxgexempt;entityr and theh.they are coming- back and -

'saying -- and ADR is the proxy for that, -ADR midpoint -- and
'they are'comingjbackfand'sayingf well, ADR midpoint was never

- right for’ us. and we: can show it because we didn't use ADR

midpoint pre-'81. .
SorJtheY:arELnow~coming'back andlsaYing} if you make: us.

use it you:-are wrong because what you really want is economic

" life and we ought to be able to. show what economic' life is.

And‘thé éugges£ion haS'beenrthét’we-promﬁlgate Tréasury
regulations as a substitute, a new ADR midpoint for these type
of properties. —

I think some type of provision is called for here in one
of the provisions, such as we have.suggested.

SenatoriDurenberger: The problem being that it seems to me

that the bill that is before us affects the depreciation
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treatment only in the case of the lease transaction.' It doesn't
if it is not a*lease{ And L can't.argue;with:you on the 1life
situation.

Mr. Leduc: May I clarify the 1564? As:introduced, it.
contains a short lived property rule for property with an ADR
midpoint of six years or 1essy:which would.include-computers,

It limits the exeeption-to property which is subject to a
leaselterm.of?7SHpefCent‘etlleSS qftthe—ADk»lifem

vsofthat;the computers:are.in'a;slightly different
SLtuatlon than,. for 1nstance, the hospital. equlpment.

-As. T understand it Senator, the sole issue. with respect to
compﬁters-iS"what term of-;ease:ought to be;permittedito be
acceptedifremfthe;billﬁt

Senatet:Duﬁeﬁbetger:. Majbe~we-cantwork that out.

Sehatet'Packﬁoodfr,ﬁetfs;go»on to real éroperty next.

. Mr. Leéucz, Under"the Senate bill, real property leases
would be subject to the limitations on deprec1atlon and also to
the-dehialyefetherrehabilitation'tax.credit, if available, in
theAin;tanees;tﬁatthe&ﬁteéetty is: financed with tax exempt
finaneing; in the eﬁentvthat there is.e-fixedlpurchase
option in the tax exempt*lessee, and in the event that there is
a sale/lease-back of the real property, and finally in the e&ent
that the lease term exceeds ten years.

Senator Packwood: What effect'dees this have on the -

normal leasing provisions we find so frequently throughout the
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‘we: found that would justify doing that?

Aof GSA - or OMB on this matter.
3it‘might;be’a:good:idea_to 6wn'your buildings and not lease
- and we would appreciate it.

- frustrating one, because there are obviously people who like the

(_——__________—________——747?ﬂ%7 24

United States of the government making leases on buildings,’
private buildings, and uéing'them for public agencies?

Mr. Leduc: Senator, our information is imperfect on that
question. It appears that a‘ten year'triggerAwould sweep in -
certain ordinary'cémmercial leases..

Senator Packwood: Why should it? What kind of abuses have

v'Sehator Moynihan: I,wonderfif my friend from Oregon would"

let.me:make‘a.remérk‘to him before. Mr. Leduc-respondsf

We: have just this morning, in:the»Committee.on-Environment.

and. -Public Works, f0r~about'the fourth“time:paSSedAout’a‘Public

Buildings Act, and it is a;genuinely pressing cqncern of that:
comﬁi;teefthatiﬁownjust about half  the space used by the Federal
Governmént.is;leaéedy'is.rented, agd the rental.bill is now just .
approachingVSi billion a year. And we can't get.ény response out’

And’ if we could get the Treasury in some way‘to explain why
them.becausesof the tax,systemr.we-might.have‘a bette; chance,

It is a gnanimous concern of the committee and a very
present arrangements.

Senator Packwood: But there are two different questions,

Pat. Maybe we want to go to a policy of owning all buildings,
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I don't know. But to the extent that we don't, I am.not sure
that a normal lessor who happens to lease to the=g6§ernment
should be put in an unfair position solely because of that.

And secondly, I am not sure with all buildings, and
especially some in smaller towns, that you are going to be all
that wise to go to all government owned buildings.'l

Senator Bentsen: We would like to go to about a. 70/30

- ratio.

The-Chairman; I think Treasﬁry-had some -—--
Mr:AChaPOtOn:\ I think the point here is -- it is a
budgeting_point.again, primarily that the government lessee,

where’ the. government lessee is in substance the substantlal

. owner of the building, ought to pay full rent for the bulldlng

without,regarstO'tax:benefits, And that result would occur,

for example, 1f’you have a. 100. percent building leased by the.

-government‘for its full economic useful life. That is the

clearest.case, leased to- a government agency.

Then, by aenYingeaceelerated:depreciatioﬁ to the lessor,
youAsimply'say,.lessoﬁy you will have to charge ﬁore rent to
that government agency.

The tougher questions is when youihave shorter term leases
and less of ﬁhe building used by government agencies.

So, I think if you start with the case, it is a 100 percent
case, we are treating it incorrectly, then you have simply got to

draw the line somewhere that'you don't cover every little short

ALDERSON REPORTING COMPANY, INC.
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term lease and you don't cover one floor on a ten floor

building is leased.

Senator Packwood: Is your only argument for shortening the
time period that you~want the rent to be raised? You want it to
be reflected in rent, rather than depreciation?
| Mr. Chapoton: .That"Would be the dniy purpose. You want the
economic cost to the lessee to be reflectga in the rentals, that
is. correct. .'

Senator Packwood: That is a six. of one, half a dozen of

"another“argumént;viBut‘apart'from that, whnyhould aslessor;'a
' S T s '

good faithilessor¥béatreated.any differently in their

depreciation of the building simply because they happen to rent

‘it.to-the:government,'as%opposedlto-private enter?risé?

Mr. Chapoton: This. is: the Navy-leasing“situation all over

again. There:iSeéomefinefficiénCy'involved; _But leasing will

go. on even if YOu;havé the: rule I juéttdescribed;

'SenatorjPaékWOod:' But that is the Navy leasing. You are
falking:about thé-shipe? |

Mr.. Chapdtéh;ftYes;

Senator Péckﬁoodﬁ Well, it iéfa long way from post offices
and normal contracts that lessors and the government have
entered into for'years; and I think it is unfair to use the
Navy ship lease argument to undo what: has been a relatively
established, and to the best of my khowledge, a relatively

unfraudulent situation.
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Mr. Chapoton: Well, Senator, I think your analysis of it-
is correct.. It is just the conclusion you reach; whether the
full cost of the building should be borne by the agency. And

in the argument that there is some inefficiency, if you encourage

leaes, which you do if you have -- which.we do -- if you give

faSter'depreciation to a taxable lessor, to a lessee government

égency, thenﬁthe goVernment agency h;s some'incentiVe_to<lease

rather than to buy. It changeé the écdnomics.
_SEnatbr’Bentsen:- Wbuld;thélsenator yield for a point?

Donftzyou:havezanother differencegin th¢~Navy situation?

‘Didn'tfyou get.into:a-sale/leaseéback.situation‘there?

Mr. Chapoton:  No, sir. It was new vessels, as.I‘understandﬂ_

it

Sénato:‘Benfsen: It ﬁas_not a. sale/lease-back?

Mr-. Chapotoﬁ: ‘No, sir;

Senétor'Bentsen:- Doﬁybuxgetfa3situatipn on these post
offices where, insofar as the government is concerned, you end
up,.in.effect;{ré#e#ue=neutra1?

Mr@VChapofoﬁ: if the renta1 —-~

Senator Bentsen: If you raise the rent, and if that is
commgnsurate with. the tax benefits otherwise?

Mr. Chapoton: If the tax benefit, 100 percent of the tax
benefit is passed throug? to the government agency, then it
would be revenue neutral. If there is .any inefficiency in

passing that benefit through to the government agency, the
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government saves. money by not gi&ing the faster depreciation.. .-
Senator, Bradley: Well, is anyone imPlYing that if this
tax benefit is denied that post offices won't be built?

Mr.. Chapoton: No, I .don't think so, and I think post

offices would still be leased.

Senator Bradley: To build the post office if you -can
lease it to the Federal GoVernment, that is nbt a bad. deal.

Senator Moynihan: Could I speak just to this? T don't

~‘want. to prolong: it, but I want to identify it.

. The Chairman: I think it is one of the important areas.

Senator Moynihan: Yes.. We-haVe.the'problem, this is a-

" works, and’we,havé:been_having‘ve:y little luck, bipartisan,

:fiverearSLatﬁitw

'The~pfocess“df?Ieaéingrbegan(in the 1960's as a very simple

way of:aVOidiné-the bﬁdgetary impact of buying a building, and

" We: are: not- talklng about the: post: oﬁflce. We are talking about

half those bulldlngs on K Street that.are all occupied,by the

government under 20 years leases and which people are taking

- off enormous profits, and we are ending up with nothing, and

our rental bill is approaching a billion dollars.
Senator Packwood: Yes, but assuming the rent is fair --
again, if you have got arguments about sweetheart deals or

fraud, that is a different matter. But to the extent the rent
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is fair, why should the owner or the lessor of the building

receive~a different treatment because he or she happens to
rent all or part of the buiiding to the governmeht?

ged Senator Moynihan: I don't want to -answer what I don't
fully understand, but I think we now have an extra element to
our inquiry. And I would like to say to the Treasury that we

will be coming at you from the other committee to say, could

'you 'help us through some of the,economic‘aspects of tax

_ treatment with- respect to this spreadlng problem of lea51ng,

. which lS out.of hand.

Mr; Chapoton. I woule repeat Ivthlnk lf the tax law were
neutral, which it is not -- the tax law now gives the agency an
incentive to lease, tather*than totbuy.

Senator:Moyhihahr‘.WeIlr that.is.what I heard you say, and
that.keeps;downrtheabﬁdget andfsofferth; but it ends.up being -
paidﬂin*Treasuryﬁ‘

Mr.. Chapotoh: Correct.

Senator Moyhihanr Ahd;ittis just that kind of thing that
we are running‘into/ juetfthat if you lease aAbuilding instead
of building a building, that obviously helps your budget. And
if you then have an additional tax break on the rent, again your
budget has gone down but it all ends up costing the Treasury
and maybe costing more than if we did in an open and aboveboard
way.

Mr. Chapoton: That is correct, and to repeat, to the
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extent-the.tax benefit to the lessor is not 100 percent passed: .-
through. to the:lessée government.agency;fthen we have some
inefficiency in the overall sense.

Senator Packwood: With respect to relative inefficiencies,
we~are—all aware: of it by personal experiences. I have had to .

move mylsenatéAoffice.in-Portland from the building we were in,

which was a- government building, because there was goihgzto:be

somemrého&éfion.and?rébuilding. That spaéé wé were leaving.

So,,we,hadiafchoicefto:gq to:anothérigdvernment building, a

geiaEiVély #ew!éﬁer or*té;rent private space. -
.7-\n3_;';‘_.<5:f’co-ll_.u:se,.:whio:’:he_vér‘way'Awe-zugo,~ if'we-éb to the

other government building there is. an internal government

-allbcatiohAagainét:ouriallotment for spaée; ‘We' could have gone -

to the private- space cheaper, roughly equivalent in size. You

can argue- about location. We: could have gone to the private

space: cheaper,. exCépt,fof coure;, we:would have been paying
' money out.£o~thetprivate sector: rather than interallocating

" it among the government.

AndiI am:ﬁsgﬁimprééséa;With~£he argument that the Federal
G0vernmentArﬁnéfﬁuildings:any’more efficiently than they run
most thingé, | o

Mr. Chapoton:. .Senator,.I'won't argué one side or the
other of fhat;érgument, but: T think it remains that it would not
be. surprising that'it would be cheaper because a part of the

rent is then paid through the tax sydtem. Part of the rent is
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paid. by the lessor enjoying a tax benefit that the Federal

Government obviously doesn't enjoy if it owns its own

" building.

.But T would emphasize, even if you made that neutral, there

will be plenty of cases where leasing is preferable to buying,

because the government agency doesn't know- how long it will be

- there or it is & budgeting ~- one of the problems with buying
-is,itfallfgoes in your budget. in one  year, when the use may be

‘|- for: 20 or: 25 years..

So, leasing is closer§t6~correct budgefihg;
_SenatervPackWQod‘ All I am saylnq -— and Mr. Chalrman, I

feel strongly enough about thlS to make the p01nt once more

—today - that T do not think. a lessor should be placed in a -

dlfferent posxtlon solely because they lease all or part of

The Chairman: Senator Long.

SenatorzLdngr “I-was. just.-looking at this thing from the

'p01nt of. complex1ty ‘ Now, 1t.seems.to:me, as far as cost is

Lconcerned, generally speakihg'if the government builds a

building in the long run it would save the government money. I
think we can‘agree on that. If the government builds a building
for itself, in the long run it is.cheaper for the government to
own. the: building.

'Mr; Chapoton: Senator, I don't know that I am qualified to

say that. I think people argue that, but that is not really my
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point.

Senator Long: Well, as. I.understand it now, we are not
talking about.really;whether‘it is cheaper or not, that the
government is going to save money in all this, because

obviously the government gets the building cheaper if the

- lessor gets the tax benefit.

Mr. Chapoton: Correct.

‘Senator Long: All right. So,_if“youftake away the tax

. benefité,'theﬂgovernmentjpaysimore'in‘onefrespeCt but it collects .
‘more in taxes. on the other hand.. So, it looks to me as though it~

‘*ista.kind of a.wash in.that,reqardr:*OkaY?v

Mr. Chapoton: Correct.
Senator'Long: Now, I am- looklng at the. ltem of complex1ty.
It Seems to me that where. people are lea51nq bulldlngs to the

government, and: let' s.'assume. that they do more than just one-

'transaction:~—~some folks doaleasé~quite:a~bit of property to

the government, I understand.

Now, if he: is leasing it 'under the present law, you would

ithink that thelprice he- is getting from the government is about

the same as- the:price he would get: from anybody else. And the
way he keeps his books would be the same as he keeps his books
when he is doing business. with anybody else.

Now, if it is not going to make~any money fof'the
government on the overall, it seems to me that you are just adding

a lot of compléxity to say that you have got to keep your books

N
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one way if you are leasing to the govermment, and you have got
to keep your books a-diffefentiway;iijou are leasing to a
private individual.

Ana if it is not gaining‘us.anything, I don't know why
add the complexity to the code.

Now; I éan understand that we AQn't want soﬁebody leasing -

the city hall. . That is an area where >--

Mr. ‘Chapoton: That is a'different question,»thOﬁgh, I

' agree..

Senator-Longi. That is a different matter. . There the city

gOvernment.is.solvinqune.of itégproblems;by‘increasing the

problems of the-Féderal Government..- That is a- different matter.

BUt'itnseéms'to-me;thatfwherevhe.isrleasing to the  Federal
vaernmenty I don't: know why we would want to add that

additiqnal compiexity to the code, Mr. Chapoton. . That is the

- question.

Mr.. Chapotéh: Well, I am not sufe'how.much complexity,
Senator, par#icﬁia£ly if you draw the lines clearly, and that I
agree Should‘berdonefénd perhéps.was not. done well enough in
the House side.

But the fact remains, if you don't do this, we do have an
incentive fof agencies to- lease rather than to buy, apd thét is
the concern, misbudgeting.

Senator Moynihan: Mr. Chairman, if I could just say to

Mr. Chapoton, who quite correctly declined to offer a view on
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somethinthe has not mastered, there is -a CBO study that argues’
that in almost all circumstances a purchase is more efficient
than leasing where there is a substantial amount of space, where
there is a building needed, as-against where you need a floor

in a small town. That CBO study  is done and it does exist.

The Chairman: Senator, there are lots of kinds of property

-inVOlVed-here; also. I know Senator Warner has called it to

my attention: If you look across the river, you will see a lot-

"offbuildingskoVer'there thatﬂare:océupied'by federal.tenants.

" And so. he has. an interest. in this, as others do.

: Againy,we-have raised it and we: are tryingitb.figure'out.

‘some way to come to. a reasonable compromise, I guess is  the

wOfdg~if’it:iS~Something>that‘Tréasury could live with and

something that-thosetwho-have-a direct interest can live with.

"-SenatdrjPaCkwooduhas‘spoken'to me -about it. It is. going to take’

AVa.litfleztime»tofwork,it out.. .

Now, there have been a: lot of ideas floated. around how you

imightvaddreSS'thelproblem, depending on the length of the term

of the ieaSeﬁthW'much‘of'the.space'was.occupied by the tenant,
and;those factors, I think, are-important,‘

T had the same question that maybe Senator Long has. I
don't. know how you determine -- maybe it is noﬁ that .
difficult -- whether it is 50 percent or 30 percent of the space,
just send somebody out there to measure from time t0~time.

But. I think we have raised this, and if we could just go.on
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for a few minutes and take ué the Army, Navy and Air Force —=—

SenatorgBraaley: Mr.. Chairman, L must.say, T have: been-
alerted to so many government buildings in the last couple of
days that I didn't realize.' I kind of get the,impression that -
the people who have been calling me believe the Federal
Government is the problem unless it is the leSsee,ﬂ'And.I,hope_
that-we:are.goigg:to:bé sghéitive:to that.

The. Chairman: The~government‘stillSOWns the.Capitol; right?

(Laughterf}'* | | |

Mr:»éhaéotoﬁf’ Aé of thiS'morning,'yes; sir~

The: Chairman: -Theie are a lot“of_béople_wﬁo Qouid like tq 
buy it and.cldse.it- | | |

(Laughter;)

Ther Chairman: I guess. we are: also leasing the Armed. -

Senator Moynihan: Mr. Chairman, I don't want to get -

" involved in too many extraneous matters, but as a matter of fact

‘we are leasing the Armed Services.

Againffrém:theiPublinWorks»Committee,'thiS’year the
United.States'éorpsrofvEngineers.is doing more work in Saudi
Arabia than it,iS~doihg in the United States. We have leased
out éhe Corps of Engineers to the Arabs.

The Chairman: Who is the expert on the Navy? Senator
Chafee, former Secretary of the Navy, is here.

Senator Chafee: Well, Mr. Chairman, I am prepared to
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addrésszthat.matter'if you ===

-The Chairman: I thought I would have the:staff_explaiﬁ
it briefly. _

Senator Chafee: Great. Fine.

The Chairman: We.would.like to touch on trade adjustment
assistance before we leave~at'noon.. We:- are not going to meet
this;afternoon. There are goingifo be some- amendments, I
understand; ”

Mr.. .Leducs: We;arelawareﬁof:aﬁnumber'of?Department of

Defense: leasing transactions which are at various stages. The

Navy is underway on procurement of some ships, the TAKX ships

for fheiRAQid Déployment;Force, and the T-5 tanker program.
Thoseishipsxar¢~to ﬁeLprovided<undér'their"terms:under,a service -
contréctffor*éxtendédtperiodsm_A |

ﬁn&erfthe4£erms of;théedealp tﬁe~Navy'believes'that*thew
inveétment;crédit:will.befavailable:deSpite:the fact that these
are:Iong;termffrapsactioné»and théSé are service contracts and.
have-so indemnified.thelprivéte~parties.

‘ Siﬁiiarif;:éﬁere”afe some Air Force lea$e/procurement
tfansaétions; tﬁb_iﬁ‘particular-of which we are: aware, which are
uhderway.

There. is no special‘rule relating to Departmént of Defense
leasing in the bill as introduced. However, under the general

restrictions reiating to gbvernment.leasing and the generally

effective dates, the Navy procurement programs would be subject
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to the bill because the Shipscwill not. be delivered this year,.

and accordingly the investment credit and the accelerated

depreciationideductiohs-would not be available.

The Chairman: I guess generally that decision -- there were
House and Senate bills introduced which had a May 23rd effective
date, and thé-ship matter was debated on the last -- what was
it, a continuihg-resolution or whatever.

Mr. Leduc: And on the Department of Defense Appropriations

"Bill, Senator. =

TheaChairman:"bidzthat_just'temPOrarilyjresolvé the S

Mr. Léduqi Thosé.émendménﬁs did not go to the underlying
substaﬁtive;tékiqﬁeétions,:Mr; Chairman, which were not discussed,
to.my.knqwledéem-iﬁjthat‘débate;

.Sénatét'Beptseni"Mr; Chéirﬁaﬁ; if T might just commenf a 
moment, Iihavemhiétoficaliy;tried:tojéppose those thinqsvthat_

change- the rules~after-a.deal is made, and I would have some

When &VCbﬁtfact}'a:biﬁAihé"éohtract had been made and theré was
no-possibiliﬁy of haviﬁgthé=shipé completed in the period of
time necéssary.to get them in use by that period of time.

And in the matter of' changing the rules there, and I am
sympathetic to changiﬁg'theirules, but to do it without giving
some. kind. of consideration for the problem created, I would.likg

that to be done.
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The- Chairman: I think that is a matter that we have
discussed. I mean, it seems to me if there was reliance on a

certain standard and then we changed the standard, I-:think we

have a problem.

Senator Long: We have a situation at New Orleans where a
ship being built, and under the House bill they would be
protected, apparently, but apparently‘the;language under the

Senate bill would put them in jeopardy.

I was saying, Mr. Chairman, that we have a ship being“built;ﬂ

in New Orleans that is‘ involved here, and under the House

language they would be protected, grandfathered in, you might

.say, and under the Senate bill they would not be.

And' I would: hope that we would. use the language of. the-

House bill in—that’regard,‘that when the people bid on the-

contract and all that, they bid based on the law as it was at the .

‘time.. 'And I would think that that is traditionally how we do "

things on the Committee, that if someone made a bid and his

bid:hAS“beenvaccepted.and.he is performing on his'contract,

- he shouldn't be adversely affected retroactively. Aand I would

hope:thét we could protect that situation..
The Chairman: We might héar from Treasury on that.
" Mr. Chapoton:- Senator, I am. sorry. We were conferring. I
didn't get the =---
Senator Long: Well, there is a difference between the

language in the Senate bill and the House bill, and applying that

ALDERSON REPORTING COMPANY, INC.




N

~

b

300 TTH STREET, S.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 664-2345

10

ETE

12

13

14

15:
16

17"

18
19
20

21
22
23
24:

25

to a situation in New. Orleans where a ship is being built,
under the existing law.
Now, they would be ad&ersely affected if they are not

grandfathered in, and all I am saying is that we ought to use

‘the language of the House bill for that particular point just

because it is not quite fair to adversely affect people who are

performing"On-é contract where the contractor bid under the law

as of that time.

And I.would.hdpe'that{we,wouldyéréndfather'it in like the

_House bill would doﬁit,"

© Mr: Chapotoh: Would this be leased to the government ?:

Senator'Lohg: Yes, the ship is being leased to the

 government. But the point is that the House grandfathered it

in. It is a Navy ship..

AIl T am saying is, Mr. Chapoton, that the contract,

- everything: involved here, the contracts were made and the work

was. undertaken so the work is. in progress, and all this happens
pribrxtowdur’éction, and.therefdre it would seem to me that
that sihtuation shéuld bélprotected:as tﬂe House bill has done.

Mr. Chapoton: Well, I think in the case of a government
lease, the House bill céused a problem that it. had to be placed
in service -- it‘haé.changed~-— okay, that was droppéd out.

It originally had to be placed in service prior to the end
of this year. We objected to that, and that is right, the

House did drop that provision.

ALDERSON REPORTING COMPANY, INC.




300 7TH STREET, S.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 554-2345

10:

mw
12
RER
14.
s

16

17

18

19/

20
21
22
23
2.

25.

40

So, Ilwouldmassumeﬂthat would cover the situation you are
describing..

Mr. Brockway: Both.bills; as introduced, woﬁld have -- the
general effective date, if it applied, it would have exempted

these transactions because there is a binding contact in effect

. before May 23rd, the date of introduction.

'However@ there was a special 'rule in both introduced bills

'that did'not~apply‘to:government lessee situations, basically the

| Navy transaction¢ if-themproperty'wasnftiplaced in.service by the.

end of this yéat,
. So,. under both,intrgauced,bilis, that-tranSaction woﬁld_
have been affected..

The-House:deletedithafjprovision in the mark-up, but it is.

still in the Senate bill.

The net effect of this, if I understand the transaction, is. .

that inAtheAéohtracts there is anzihdemnity*clauSe*for'change of

the Statute:to take!away'thettax.benefits, so that in the end

" the: Federal Government; I think, ifﬂyou~ehacted_this legislation

without.exémétiﬁg.it; tﬁe!fédefai GOVernment would have to
indemnify-the'lessor uﬁaer that transaction, if I understand the
way it works.

Senaﬁor-Longr Well, I would hope that we don't have to
get involved in all that. It would be no gain or loss to the
government. But I would hope that we could just leave that

transaction the same as the House did.
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Mr. Chapoton: We thought there should be no special

pPlaced~-in-service rule applicable to government property. I
believe that is what you:are saying, Senator.

Senator Long:' Yes. I am suggesting that that is how we

. do it, then.

The: Chairman: .I think that isban area that we will have to

work. on..

Could I just"Say-before-anyone»leéves, we would like to

maybe have: a little bit more discussion and. just discuss

'briefly5thé.tfadé adjustmentQaésistanée problem, and I’wbul&“-

-aléo.indicatefto»membersy.if’you don't;othérwiée'héve
breakfast plans tomorrow morning, we have one of our breakfast

meetings:with the;Finance{Committéé'members with the

- pharmaceutical industry starting at 8:00, and we adjourn

promptly ét 9:i5;_ Sb,iif%you~can be here,. Qé.would appreciate

Senator: Chafee.

'Senétor:Chafeé: Mzr. Chai;mah, I think the point.has.been
well.ﬁadefhéré:énd.l ﬁope'our'caseJhasteén woﬁwv Basically,
Qhat'we aré~saying,.the Névy'is-saying and I support that
position, is a binding contract was entered and wé shouldn't
be penalized by this placéd-in—service, and therefore; under
both of these contracts, the TAKX and the tankers, they could
go ahead with £hem.

Is that agreeable to the Administration?
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Mr. Chapoton: Senator, I am never quite sure: of the

specific facts of a particular case. .What we are saying is

that a special placed-in-service rule should not apply to

government property, and ‘I believe that is corfect. If that
is removed, as it was in the House, then those contracts would.
fit'within or be grandfathered under the bill.
Senator Chafee: Mr. Chairman, I willAquit while I am ahead.
vThe Chairman: Right. I think;that is like everything
else, it,is.stiIIv--vthere ié_a»$400fmillion revenue loss. We

don't want. to lose sight of that. So, maybe $400 million. when

| yoﬁ.have-got-biq‘deficits}andAa.Treasury-study-saying they don't.

‘make any different is no. problem for Treasury, but it is.

something: that we would like to not accept at this point. -

I wonder if we: might now -- I know. there are a number of

»memberS'Who-want.to get-int0~trade adjustmentrassistance@ We

" will meet again tomorrow morning at 10:30 and we will pick up

where we left off..

Senator: Boren: Mr. Chairman, I hope the Treasury will

'really-tryﬂto-1ook'at‘thisﬂco—op problem again, because I think

there is strong- agreement on the Committee about it, and I
thinkithat side has shown some willingness to qompromise on it
and I think that all might be lost from the Treasury point of
view if we.don't try to .find some accommodatioﬁ on this.

Mr. Chapoton: We will look at it, Senator.

The Chairman: Thank you.
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(Recess.)

The Chairman: Are we ready to discuss =-- I know a number
of members have an interest in, on both sides, trade adjustment
assistance- I know the Administration is opposed to any
extension. I think the House added $400 million.

Is the.Labot'Department represented?

Senator Bradley: Mr-»Chairmahf'what‘hapbened:to-all the

people?

TheﬁChairman:' Let me- say before I yleld to Senator

. Danforth alonc w1th Senator Moynlhan andothers who wanted just

- to brlng thls up at the: earllest pos31ble tlme, that"there has

been an. effort by the habor: Department - thelr -position: is
agalnst any exten51on, but at. least they have been helping us
with numbers. And- so,-we have had a llttle dlscu551on qelnq on
in»a-sepafate-foom‘to»see if‘we;couldjratchet'down1the~co$t,of*
thiS‘program:aﬁd-semehowfjdstify*it;

f;mean, itfis.pretty hard toAjustify.this:programiwhen you
look at: who beneflts and why they benefit.. But so far, I don't.
knOw whether thev have reached any agreement, but.we probably
might discuss it for a few.momentStand:cont1nue~to see if we
can't hammer out something this afternoon.

Senator Danforth.

Senator Danforth: Mr. Chairmman, the situation is as
fdllows:

The Trade Adjustment Assistance Program will expire on

ALDERSON REPORTING COMPANY, INC.




300 7TH STREET, 8.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 654-2345

10:
-1

12.
13
14:
is

16:

17

,18

19:

20

21

23

24

25

44

Friday if it is not extended by the Congress and signed into law
by the President.

We have provided in the budget money for the extension of
trade adjusfment assistance.

- The House has passed a bill which provides certain changes .
from the present Trade Adjustment Assistance Program, extending
coverage to secondary suppliers:;nd,?gquiriﬁg that. the
Secretary of.Labor'approve.retrainingffunds :éthe£ than giving

him' discretion: to do so, and'furthef;.making.the.ret:aininq

'allowance;ahdlsupplemental compensation provisions retroactive

to September 30, 1982.
As' a result of‘those:changesfby the. House, the dollars in
the House program are higher'than>was:anticipated'when'the

budget resolutionrwas.passed,;and-therefore there have been

. really two. basic questions-before<usr how. to reconstitute the.

program in a way thét'makes sense:andlyetVreduceS“the*number of
dollars:from the House.proposél.to'sométhinq-that could get
through;therFinance Cbmmittee and through the Senate and be
signed'by'the*Présidentr andfseéondly, getting the bill passed
and.signed.sométime between now and Friday night.

So, there has~5een a. staff meeting that has been going on
this morning, and I think Mr. Kassingér is prepared to discuss
what the proposal that the~staff has will be.

The Chairman: Coﬁld-I ask, before calling on Ted here,

bfiefly,_from‘the Administration, who is -—-
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Senator Moynihan: = Mr. Chairman, could I make just. one

remark .  We are shifting our situation here.
We are no longer talking about entitlements and outlays

under the reconciliation instruction. We are now talking about

a simple authorization that does not in any way affect our

reconciliation situation.

The: Chairman: Okay. - Do you;want_tO‘give~the ,

:Administratidn‘s position'and;why, and the reasons'therefor?

‘eMs-&Mantho:f Certainly, Mr. Chairman.
The—Chairman:f-Gettthe:mikerreal‘close-

. Ms- Manthbr- We are not propOSLng'any reauthorlzatlon of

'nOWQWiil,bezeligiblé¥under“that.program;.

We- have»asked for"ln '84 $223 mllllon, some of which must

what has ever been spent for. tralnlna under the Trade

Adjustment Program.a'

The state matches depend on unemployment levels in the
states; Michigan, fOr'exampley and West Virginia will not have
to match any money at all. They will get their allotment without
having to. come up with any state funds.

In other cases, the. matches, you know, are lower. ' They are

" not. 50 percent in~every'case. And the states may use

unemployment benefits to count towards those matches.
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And we feel this is 'a generous program-and it . is a matter
of’equity- If you are unemployed, you are unemployed, and we:
don't think we should be treating.people any differently.

The Chairman: Whatiabout some of the states in the past
several years —-- I mean, I have got a table in front of me saying
that in eight years it helped 700 people in Oklahoma.

_Msf.Mantho: That.is,truef |
The Chairmaﬂi» Seven thousand,. I‘guéss, in Kansas;_ Ivmean,ﬂ‘

is‘there:anythingAin4this proposal that may be pending_that

is gdingrto-do‘mdre:for‘anyone2

- Ms. Manthor Notvto.my]understanding; Senator Dole. I
think what: you see when you look at the state breakdowns is
that there are going to be:certain;statesfwith~certain"

industries that would be:coVered>and"eligibleuunder"this

 program. But a lot: of other states that are experiencing: |

fairly high' levels of unemployment do:not have industries that

are determined to have been affected by imports, in which case

_ fhbsefindividﬁaIS-who ére»unemployed,WGuld'not-be eligible under |

the trade program..
And under the dislocated worker title in JTPA, they would
all be eligible for retrainimng.

And what we have done, too, which is a departure from the

~ past, is that if they are in Job Training Partnership Act

training, that will constitute state approved training, which

means they may continue to receive their unemployment
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In the past it was up to. the states and most. of  them were .
very conservative about what sort of training they approved.
And what we saw happening~was, when someone entered training
they were denied unemployment.

JTPA overrides those state laws and if they are in
itraining they may continue- to ;eéeivevunemployment benefits}
ahd’thaﬁ would include the: FSC benefits. | |

_ The.Chairman: ‘Ted; can you: tell us what;Dahforth,
Moynihan_ahd'6ﬁher5‘éro§05ed2

- Mr.. Kassinger: Yes, Mr. Chairman.

The=Chairman:‘ How does it work and how can. you justify it?

Mr. Kassinger: As a preliminary note, let me note what the

‘principal provisions of the House:. bill are.

'ThefHduse~billvwouid’reauthbrize the program for two years

- and expand it in a coupletof'ways, and these are things that

Senator Dan£orth:is.addressing in his proposéd compromiée;

First, the House bill wouid expand:the provisions of the
current prograﬁ'to co?er:workers who are in independent firms
supplying esséntialiy éarts and services to prodﬁcts that are
directly impacted by imports.

. Secondly, it would expand ---

Senator Danforth: In other words, it wquld apply, for

example,-maybelto.the tire industry  as well as the auto

industry. Right?
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 Mr.. Kassinger: That is correct, Sehator Danforth.

The second area of expanded cerrage‘in.the~Hopse bill is
that it wduld extend eligibility to workers laia.off or
threatened to be laid off by reason of the relocation of their
firm oVerseés- -

The House bill further requires the Secretary of Labor to

. approve training if certain conditions. are met. The current law

makes that authority discretionary-

~And’further,-the.House~bill-wouldxprovide-$15'per day'in

. supplemental assistance to workers iin training who are not

eligibleUfor'readjﬁstment:allowancesu
"Somefof:these'prqvisions of the House bill are retroactive.

_ Senator‘Danforth:proposes,_as?I understand it, to renew the

existing-authority'of'the bilI.forftWQJYears;aas does the

_ Housex;'Herwould.hot'make:thé'proVisidns of the House bill that

.-are:retroactiVé:in.fact:retroactive; It would be a prospective-

program only. -

He- would: not include the secondary workers in the first

- year;, but would in the second year of the authorization, and he

would include the provision of the House bill that mandates
appro?al of training»if‘the-conditions are met.

The Chairman: What is the cost authorization?

Mr. Kassinger: We have disparate numbers, Mr. Chairman.
The Department of Labor estimates‘that‘for fiscal year '84 the

authorization would need to be $253 million. According to the
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1 |  CBO, it would be $200 million. I am sorry. The CBO number is

7. $152 million, the Department of Labor is. $200 million.

Y

3 Senator Danforth: The budget was 162.

- 4 | Mr. Kassinger: The budget resolution doesn't contain a
5 specific provision.
6. The Chairman: There is nothing in the bﬁdgét.' The . -

7 President's budget had zero-

8 SéhatorlBradley: - But the Senate budget'reSoiufion did
9 provide'fbr};thréugh a'crosswalk;’about'$132 m@llion;'

100 | ;‘Senator‘Dénfo#thi.‘What.iszthe 1622

LI R | Mr.. Kassinger: I believe that is 132>§lus theAfirmﬁ

12 program ofvaboqt 36.

13 ' Senator;Brédley: Thaﬁ.comes<to:162~f‘:

14; Mr: Kassingers: That”isnright.. TheJnumbers’I.gave»you,

15 | Mr. Chairmén( included reauthdfiz;tionfof'theffifm“programtin
16 essentially its same form. |

w7 | Senator Chafeer Well, the Senator Danforth program, then,.

18. | would be less, I presume.

300 7TH STREET, S.W. , REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 564-2345

19 || Mr. Kassinger: According to the Department of Labor, it

20. would be 200.. -

21 The Chairman: For a year. The second year goes up, as I
} i:) 22 | understand it.
23 . Senator Lohg: Mr. Chairman.
\ 24 The  Chairman: Senator Long, if we can get this worked out,

25 has a suggestion.
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“Senator Long: I would like  to suggest ‘one modification to
this, which I can support this proposal buf I would like to
suggeét a modification which I think.would make it better.

I wbuld-like to suggest that we include a prbVision that’
the adjustment assistance proﬁided for fims would provide a
éréference for employee stock ownership companies for these
reasons: |

One,. that these disfresséd'companies with employee stock
ownership Qlans show a very high sut&ival rate, ﬁigher than

ordinarily.

For example, thetreséarchersrindicéte»that_of.approximately»

60 employee buyouts in the last five yeérs;.only five of them
have: .failed.

Secondr-the;employee~stock ownership type- financing raises

’_the.likelihood?that'such‘Ioans,wouldxberrepaid~because the

~ principal payments: on ESOP loans can be deducted if the

employees own as:much.as<25Apercen£*of‘the stock, and I would
suggest that»ﬁhat‘would be. the ratio we will look at.;

H Aﬁd thié;would'mean“th;t‘distreséed fiims-need.not generate
és much reveﬁue to-serVice their debt.

I‘note that of 329 direct loans made under the current
program, 112 have been written off at a cost of $60.8 million
before the Committee tightened up on the program in 1981. Even
now, 58 percent of the loans are in default, liquidation, and

require special servicing.
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An ESOP provision would continue the Committee policy of -~

raising the likelihood that these loans would be repaid.

In the'third‘place, equity suggests .that where taxpayers'
funds are used to assist a private company, there should be a
preference for companies willing to share'therbenefit with the
assistance,'their‘employees...In other words, this doesn't say
that they must have an employee stock ownershlp plan, but you
would. prefer the flrm that does. |

And.. I‘would p01nt out that when we put. through the
Chrysler'Brll we put‘a prov151on in there for employee stook
ownership and it has worked out: extremely well. - It raised

morale, 1ncreased product1v1ty, and worked very well 1ndeed.

T just thlnk 1t,ls good pollcy that ‘where we,put governmentA

money: or: government.cred1t~1n the helplna-of a: prlvate company

to make: it, that the.employees~should"participaterin,the

_benefit if it succeeds.

Senator%Heinz:~7Mr;AChairman, Ilthink.Senator-Long's
proposal makes a good deal. of sense. It seems to me there is
nothlng wrongiwlth-g1v1ng a: priorlty con51deratlon here to
oompanies.with Esoé'st | |

Just before we go any further, I want to be sure that I
understand what we do-have in here for fims.

Are.we-retaining the present program for rirms?

Mr. Kassinger: As I understand the proposal, it would

retain essentially the same program for the firms.. Now, the

.. ALDERSON REPORTING COMPANY, INC.
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‘House bill has one minor difference. It faises the amount -
allowable for ihdostrywide technical assitance to $10 million
from $2 million.

Senator Heinz: Mr. Chairman; I want to commend the
Committee for doingvthat, because there is no doubt that in the -
late:70's;there were abuses in the program. A lot_of unnecessaﬁy
loan guarantees wetergrantedJ_ That is not now the case with the
firm programm |

Indeed the flrm.program has proven to be -- according to

the statlstlcs T have, whlch I would ‘be: happy to share-with any._

member of the Committee —- to. be‘an extremely cost effective

program of keeplng flrms open and. people employed paying taxes,

- rather than have them go onto unemployment comp or, for that

- mattery trade: adjustment assistance..

Thevfirm”component isrnow'maihly~technical assistance and

The«Chairman:' Go ahead.

‘Senator Chafee: I had a couple;of questions.

The-Chairman:; I was just going to. ask to be pﬁt in the
record this list of the states and the cases oertified and the
workers receiving -- obviously, some states have benefitted a
great deal. Others, 1ihe Alaska, they have qualified two people
in eight years, Nebraska one, North Dakota one. They are:
probably not too anxious for this program. The District of

Columbia, six; Idaho, 450.
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1 . - And again, I am not suggesting that the Administration is.
(:) 2 | going to change its mind, but what.I would like to do, if it is

3 | satisfactory, is to see if we can reach some agreement, even with:
. 4 | the Administration, this afternoon. I can visit with Mr. Stockman

-+ 5 | and see. . If we can reach some agreement, we can act rather

6: | quickly.
_Zy I understand the House bill is here.
8- . Senator Moynihan: Mr. Chairman,-could I make two points?

Q‘iFlrst.ls, there are plenty of states that would trade the
'-1&l.agr1cultural subsidies for the Trade.Adjustment Act. any day.
TT‘.'_ But secondly, Just a matter of to be: prec1se, the Budget
dli, Commlttee ant1c1pated that there would be trade adjustment
-IS;iassistancefreauthorized this*yearw It comes qnder Section 600,
14?‘income«Security;_ut SRS *_gar.v}r,.KJ -
-15?:‘ '~ In the crosswalk, .as- Senator Bradley observed, there is a
-1& fflgure of $132 million. That is an—informal estimate-by budget
|7i.staff'abodt howfyoueare'goingito'break this thing up between
183'cdmmittees.' |

19" | - Butsit‘is‘a5precise:understanding of the budget resolution

- 300 7TH STREET, S.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 564-2345

QO_ that there will be this legislation in some amount.

21 | Senator Chafee: Well, they also estimated a little
e | 22| revenue that we-haven't raised, too, I suspect, in the Budget
23 | committee.
24 Senator Meynihan: One subject at a time.

25 Senator Chafee: Mr. Chairman, I would like to ask a couple
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. of questions,.if I might.

.In the legislatibn, the legislation as I understand it-.
divides up ihto two parts ~— the employér, I guess that is
what Senator Heinz refers to as the firm.

Mr. Kassinger: The firm program;

Seﬁator Chafee: And the‘emplOYee. Now, do you keep the

firm part, the employer part --- Senator Heinz indicates that

that is reduced”to.technical assistance.  But it has included ..

in the past,. hasn't it, loans? Andfwhat*dbes the House bill

_do on that?

Mr.. Kassinger: ~Therfirm:pidgrémicurrently-offers direct

loans, loan guaranteés, all~under~thé rubric. of financial

- assistance, and technical assistance..

The'program; as: I undersfand;it, for 1ast year spent
rouéhly half of itsﬁfﬁndszon.techﬁicai assistance}and.half“dn.
direétiloéhs-énd.guaranteesm"It.QéSiaApretty eveﬁ.split, $13
million;both ways; |

The: House: bill would'éimply=COntinue:-—;

Sénator:éhaféeﬁ $13 million apiéce?

Mr.. Kassinger:- Réughly, very roughly.

The: House bill would simply continue the existing
authorization.

Senator Chafee: Which means what?

Mr. Kassinger: $28 million..

Senator Chafee: Okay. And then you get to the employee
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1 part. Now, we passed a couple of years agb legislation saying -
(:) 2 | that the employee must‘firstq what, exhaust his unemployment
3 | compensation benefits.
{Z} 4. Now, of course, we have extended those based on the
5. | legislation we. just passed the other day. But that only goes
6 | to certain stateS'thatuhave'the unemployment levels, doesn't it?
_7' Mr. Lang: Tradéfadjustment assistapce is. a- separate
8 | program that comes after unempiéymeht'inSufance; extended
9: benefits, FSC, e&erything else.
10 SeﬂatérﬁChafée;f.fes;_I'éppréciéfe‘that;. But what I am-

11, | point out is,. you could have: a tradefadjustment-assisﬁanCef

|
|
12 'requirement'in~; staté-where'they haven't héd the exténded
13 unemployment~¢ompehsation. | - |
]4;» Mr.. KaéSingerz That.i$~cor£ect;
15. Senator'Chafee:Q So.thattwefhavé,to be careful in sayiﬁg
]6,’that.under*thezexfension of*the unemployment compehsation it
177 | now gets up to the maximum, I guess, in about 61 weeks. So,. you
18: arelnot—saying~that;somebody’who gets-trade.adjustment

19 aSsistance wouldgget“it on top of 61 weeks. He might well be

300 7TH STREET, S.W., REPORTERS BUILDING, WASHINGTON, D.C. 20024 (202) 654-2345

20. /| in a state whefe they ohly get the 26 weeksf
21 Mr. Kassinger: That is right.
7\) 22 Mr.. Lang: There are two basic limitations, Senator. The
23. | first is that. no more than 52 weeks of everything combined can
24 | be received. That is what you did in "81. _And second, follo&ing

25. || the expiration of the basic unemployment insurance benefit, the
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T trade adjustment benefit has .to be received in not more than

2§ 52 continuous weeks, so that people can't continue to receive

3 trade adjustment assistance indefinitely.
4. . The effect is to postpone trade adjustment éssistance until
5 after'all-combinea benefits, but inm any event not to give you
6. more- than 52 weeks of benefit.
7 | Senator Chafee: So, therefore, based on the extension of
8 | the~ﬁﬁemplofment<comp we pagsed, yoﬁ could hq&ega_situation.f

9 | wheré:somebody had:lOSt‘théir~job dué to  imports, went on
ld;>-uneméloyment_comp,'sfayed:on:unemployment'comp Eo.52ﬁweeks, then
1T | WGuldJSayy.now Iﬁamxapplying:for.tréde adjustment assistance and

12 .the-answerfwould be, no, you can't get it because you have gottenf

<
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13: | your 52:weeks ﬁnder your:uhemployment comp..
14 | | er; Kassinger: Actually, I think théy'woﬁld‘be“entiéled to:
15 A'ZG weeks addition§l benefits if they are involved in a training
l&‘}.érogfém;
17 ? _ Senatér.Chafee:' That’is-a sepafate»kett1e:of‘fish. Then
_18£' theY cou1a go on to~aatraining'p£ogram for an additional 62
19 | weeks. | o
20 'These statistics here that the Chairman has, do they deal
2] | with the number of people who have qualified for the benefits
( ) 22| per state? Is that what this paper is?

23. Mr. DeArment: It is a cumulative figure of the number of

\ 24 workers who have received trade adjustment assistance from

25 April, 1975 through August, 1983.
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Senator'Chafeezu Would it not be true that with the

(:) -2; extension of the-employmentAcomp-those;Who draw on this would

3 be substantially reduced, those who qualify for the trade

QE) 4 adjustment assistance? I would. think, because‘prObably those
5.| states that have the extension are the~very states where you
6. | have got import problems.
7 : ' Senator- Bradley: If’the:Senator would' yield. That isn't
8 | aiwayS'the.caser | .
¢ , Sehator;Chafee: ﬁOt'alwaysQ' I apprec1ate that.
100 o éehatoraBradleyrf New Jersey, for example, our unemployﬁent;
RS rate is: lower than other states thatlhave been hard h1t by -

12| imports and. yet we have: had 47 000 people take advantage of
413:lath1S:programsove;athe_lastfdecade-:- | |
14: Senator;Chafee: Now,ithefAdministration_says}_at least in
15 | one editorial I saw, I-guess,»from the- Post indicates. that those
16;; unemployed quallfylng for thls don t go 1nto the. tralhlng
17 | programs. Is that :ight? At least‘the=edito;ial.indicated

18| four percent. I don't knows whether it is accurate or not.. It

300 7TH STREET, 8.W., REPORTERS BUILDING, WASHINGTQN. D.C. 20024 (202) 564-2345

19§ was. in the Post. ‘Only three percent.enrolled:in—retraining

.20; and: less than half of those completed it..

21 I have had some experience.with retraining programs and I
i;) 22 | wouldn't question that only half complete it.

23. Do you. know anything about that?
0o 24 . Mf{ Fooks: Mr. Chafee,-that.experience is an accurate --

25 that data. is an accurate reflection of the experience prior to

S
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1981.

,I'think.under'the,present Administration-more,money has been
provided for training, $25 million ip ;él and roughly $37 million
this year. And as farias i know it has ail been obligation and -
being used.

So, I think more people are getting into training and the.

- training experience.is.better, But it is still a small

minority of the4éligibles“enteringvand_taking advantage of

| training.

The:Chairman: Could I suggeétr betausewI'have another-

~¢ommitment5——fthezHouSé-bill is: in the Committee, we have.

actually had no hearings on it on our side. I know there is a

- lot df‘interest:in’trying;tOnget itwdohe._

pe

So, lf there is no objectlon, what we- w111 do is- have

“out some. agreement.that would satisfy the: Committee.

T know it is not.g01ng to satlsfy the Admlnlstratlon, and

keeplng that in mlnd we are q01ng to have»to —-———
| Senator Moynlhan; MrJ-Chalrman, couldiI just say, we ﬁad

hearings in March;'

.Senator Danforth: Yes, we had a hearing on trade
adjustment assistance.

The -Chairman: Well, none since we got this very expansive
House. bill over here that does everything, as they normally do,

opens all the gates and all the doors and don't worry. about the
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cost.

So, let's see if we can figure out something that' the
Administratioh might swallow. If it is small enouch, they might
swallow it.

Senator Danforth: Mr. Chairman.

The Chaifman:_»Yes.

Senator Danforth: I am concerned that it is going to be

difficult to work anythinq out this afternoon. Maybe it is

 possible, andfi.thinkkittis.worth:pursuing, but it may be

10?~,aifficu1titd aécomplish¢

I wonder if the -Committee could agree in principal that --- -

The- Chairman: Wevare.gbing to meet again tomorrow

' morningm»fWe can“t,actLon,it today. We have got the War Powers

Act today.. And all day tomorrow,. if we can't agree -- I would.

1

'rather‘tfy‘td work it out. If we can't work it out, then we

éan‘agrée:in:Whafeve:_way we want tomorrow morning.

| Alsqq-wezhavenﬁt had:any'time to éheck the proposal by

Senator'Longfdn'ESOP'é-- | |
:It;seems to me there Would be.noﬁhing lost by trying to

seé'what‘we:can.acéompiishr

If we can't accomplish it, then tomorrow morning we will

“break it up and vote on it.

Is. that all right?
Okay.. Then we will meet again at 10:30 in the morning, and

I might ask the Labor people if they would be willing to work
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out some schedule- this afternoon where you could sit down with.

different staff people. Now, I know you.can't.get involved
in supporting anything, but it would be helpful if you'could
furnish us numbers and suggestiqns.
Ms. Mantho: Yes, we:will be happy to.
- The Chairman: Thank you. We are -adjourned.
[Whereupoﬁ, at 12;25ip.mm,'theACommittee.reCessed, to

reconVene.at.10:30 am'mt,'Thursday, September 29, 1983.]
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