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EXECUTIVE SESSION

Thursday, September 29, 1983

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

The ccmmittee met, purscant te nctice, at 10:42 .m., in

rocom SL-215, Dirksen Senate Office Puilding, Honoratle Rchert

Lole (chairman of the committee) rresiding.

Present: Senators Dole, Danforth, Chafee, Heinz, Wallop.,

Durenberger, Grassley, long, Pentsen, Ycynihan, Paucus.,
Boren, Bradley, and Pryor.

Blsc Present: Senatcf Yarner.

Also Present: Mr. Chapcton, Treasury Department.

Rlso Presents Rod Delrment, Staff Cirector; ¥ichael
Stern, Einority Staff Lirectcr; ¥r. Focks, david trcckway,
Andrew LeDuc and ¥r. Kassinggr, Committee and Senators’
Staffs.

‘The Chairman: Let me say at the outset that ac I
urderstand it we are gcing tc ke voting this morning on the
Wars Powefs Resoluticn and amendments theretc so I am nct
certain how long we are gecing tc be akle to conduct tusiness
in the ccmmittee. This afterncen as I understand it some

agreement is Yeing worked out on the continuing rescluticn
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where there vould be nc amendments cffered.

That wouléd méan that the FSC bill would come up cn the
flocr hcpefully midafternoon nct toc late sc I suggest we
probably would not be able tc meet this afternoon with the
nﬁmter of votes we are going tc have. Secondly, I wculd

indicate that many Feorle are not aktle to gain access tc¢ this

room, and we have tempcrarily made arrangements so that they

cculd at least hear what is harrening in the hall. That may
be c¢f some help. " |

He ate going to continue to go through a numter cf
leasin§ questions that we started on yeéte:day and g¢ over
generally the areas where some concern has been exovressed by
cclleages and members cf the industry and cthers tc get a
pretty good idea of‘ﬁust vhere we are before we start trying
to rut anything together.

In addition,.I am not certain what we can do cn trade
adjust ment assistance. T have not yet discussed that with
Senator LCanfcrth. |

The administration is orrcsed to any extensicn cf that,
but we can discuss that. Rod, did I understand that you had
some technical matters that we have to do scmething to cecmely
with the Budget Act or something?

Hr. CeRrment: Yes, ¥r. Chairman. Under secticr 302(b)
of the Budget Act we are required to submit an allocation

among the subcommittees for cur rrograms in the rudcet
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authority within our jurisdiction. This is sort of a

hcusekeering functicn.

The Eudget Act prcvides that it is nét in crder to
consider any bhill providing for a new budget cr séending
authority in fiscal year 1984 until the allccations required
by 302(b) of the Budget Act are made. So since we plan tc

take some legislation up I thought we ocught to arrprcve that

_ rerpcrt.

The Chairman: Is it all right with Mike? Has Mike
N
lcoked at it?

Mr. CeArment: We have cleared that with the mincrity
staff. We may havé to make a slight adjustment in it tc
peflect the FSC changes becaﬁse we prepared it befcre wve made
FSC. But we will,maké thése changes.

-The Chairman: As I assume it is a technical matter. Ie
that correct?

¥r. CeArments Yes.. That is right. HeAdo this under the
Eudget Act every year.

The Chairman: So I vcuid assume if you and ¥r. Stern
agree.

¥r. Sterns That is right, ¥r. Chairman. I just received
wcrd this mcrning that there wculd have to ke an adjustment
in the earlier versicn I saw because we now have rercrted cut
this unemployment bill. BRut essentially it is just a matter

of reflecting the numbers.
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The Chairman: Ckay. Dave or whoever wants to dc this I
thought we went over Navy leasing.yesterday. Now are the
summaries made available to each member on Navy leasing ?

Yr. leDuc: tho.

The Chairmap: Have wve completed going through rather
majcr areas where we are gcing te have tc make decisions cr
the leasing bill? T know we discussed real estate. We
discussed leasing, Kavy leasing, there is élso sScre ai:plapes
inrvclved as I understand. - Co you want to go over that cne
now? |

Hr. Erockway: ¥r. Chairman, that is juét a general
question regarding the treatment cof fcreign use frrcrerty
under the bill. Under present law that prorerty qualifies
for the investment credit only if it is used in the United
States as a general rule, but it does nct gqualify if the
proper ty or équipment is used cverseacs. |

However, there is an exception fer property that moves irn
and outside the United States. The largest item there wculd
be, airplanes, but also there.uould be satellites, containers,
vessels and a variety cf these have Leen lease firnanced as a
way of providing financing basically the U.S. airlines but
alsc the foreign airlires.and scne fcreign users c¢f ships cr
containers or satellites sc that what-happens is that because
of this exception frem the general rule of ghe investment

credit is only allcwed fer rrorerty used in the United Statec.
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For property moving inside and outside the United States

lease finances are set up sc that foreign users, a fcreign

airline let’'s say, can use an aircraft under a lease angd
indirectly get the tenefit cf the investment credit and ACRES
thrcugh the form of the lease. What the till wculd do is say
vhere properties used by a foreign gersen 6: 2 foreign
government it will nct qualify for the investment ctedit ard
also will have a longer term depreciation.

There is also an issue in the foreign area fer certain
rrcrerty that is used Completely cutside the United Sta tes.
Under present law you cah lease finance that using QCubleA'
declining balance accelerated depreciation over the ADR
midroint.

The Pill would have to-say you have to use straight
line. Ncw this would ke plant or equipment used in a foreign
country maylke built in a foreiagn countfy.

There is scme leasing there. You do not get the entire
investmenf credit and ycu dc nct get the entire ICRS, but you
still get some advantage and the bill would fake awéy that
advantage there.

Basically attempting again tc put themselves in the same
positicn as other tax exempt users who were not paying tax
and whc cculd nct get the credit cr ACES directly, it wculd
provide that they would he under straight line derreciation.

The Chairman:. I indicated yesterday, and I will conme
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back tc the question before us -- I indicated Yesterday in
the real prcperty area that I have been arprrcached ty Senatocr
Warner and cthers who had a direct interest in this. T teld
Senator Warner that ue.were in the process of trying to
figure cut scme way tc deal with it.

He indicated an interest at least in expregsing his
concerns not only tc the ccomittee members but to thcse whe
will be working on it at the staff level and in the
Treasury. Senator Warner is with US ROV

Perhaps,>Senatcr, you wculd like tc express ycur
concern..- I know You have other committee assignments, but we
would be harry to hear from you.

Senator Warner: ’Er.<Chairman; I am very grateful to ycu,
tc the members of the committee and indeed the staff in;a
bipartisan way for listening tc my particular appealmr
Virginia, particularly pqrthern Virginia and the Beltway area
have prcvided a home -- I use that werd in an affectionate
sense --- for governmeht, tax exempt and many of those whc
lobby and otherwise deal with the Congress and the executive
branch.«

Consequentiy we would be severely hit and perhaps more
severely than cthers in any comparable gecgrarhic area of the
United States by the prcvisicne of these vérious legislative
items néw under consideration by the committee. I have

provided the committee with my written statement c¢cn this
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subject, and T vwould appreciate every consideration ﬁeing
given tc the peculiar impact cr unique impact on ncrthern
Virginia not only in terms of the landlord kut the
infrastructure that supports these tenants throughcet our
area.

¥r. Chairman and members of the committee, I understand
that scre of my thcughts are beginning to find their way intc
amendments and I thank you..

The Chairman: Thark you, Senator Warnere.

Senator Warner: I would like to submit a more ccmplete
statement fqr the reccrd.

The Chairmans We would te happy to accert that.

As Ivindicated if it vas all right with the committee
vyesterday we would go throﬁqh everything which might be
controversial. ‘Hayte there is justification. This is ocne cof
those areas,. and we arrreciate your comment and wvwe are
keering in direct touch with you and your staff.

Senatcr Danfcrth: Xr. Chairman, I might say in this
regard that Senator Warner nct only has appeared befcre the
ccmnittee tcday tut he has sroken to me on this sukject cn
several occasions, and he and I have addressed our attention
to a pcssible scluticn to the real estate issue. At the
arpropriate time we will ke suggesting a way out cf this
situation which I think will meet the aims of Senator

Warner.
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Senator Warner: T thank the distinguished Senatcr fronm

Missouri. Indeed I am in agreement with the cbtjectives c*
these leglslatlons on real estate, but unfortunately northern
Virginia is caught in a fishnet.

Thank you.

Senator Chafee: Mr. Chairman, I would Jjust like to
congratulate Senator Warner for his tenacity in ccnnecticn

with this issue. He has been very serious about it, and has

* brought it tec cur attenticn individually. -

Whether we will be able to find a solution or not I do
nct know, but it certainly will not te for lack c¢f trying cn
Senator Warner®'s behalf. He has worked very hard on thies.

2

The Chairmans All-right. Andre, what do you have fecr

Mr. LeDuc: ¥We talked briefly yesterda? morning about a
prorosed amendment on fhe solid waste, waste water and
renewable energy facilities..

The Chairmans Well, befcre we start accepting
amendments, I wvant tc make certain we have-gone through all
of the different areas so that everybody on the ccrmittee
vill have an opportunity to know that we have a lot of
protlems tc address. If we start dealing piecemegl there
will not be arny revehue left, and the dcor may get closed cn
someone refore we go through the entire list.

¥r. Ieluc:s The committee has a list of clarifying
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changes. I doc not know if you want to take the committee's
time with those relatively mincr changes, but some of them
are of interest to members cf the committec.

The Chairman: Well, I think they should te gcne over,
Yes.

#r. leDuc: The first of-the clarifying changes relates
to the effective date of the provision. Oﬁly leases entered
intc after the general -- This is on pagé 2, iter 4 cf the
markup_document.

The Chairmaﬁ:. Hait a minute.  What document? Wé‘dC'nct
have any document. |

Senatcr Moynihans: What document is this? Wculd you helrg
us rlease? |

Mr. LeDuc: The first-paée of the document is capticned
Prorosed Amendments to S.1564.

The Chairman: It is coming. Just hold cff a pinpute,
Andre. We are getting it ncw. -

[Pause]

The Chairman: The clarifying changes on page 2 cf a
document entitled Proposed Amendments dated September 28.

¥r. leDucs: Concern was réised that the Eill might te
interpreted to appli tc leases which had teen entered into
prior to the general effective date cf May 23rd. The lecsce

and the lessor would each be bound to the rental teres and

this bill wculd inadvertently affect the eccncmics cf the

ALDERSON REPORTING COMPANY, INC.
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transaction.

Accordingly we would clarify that the bill would not
arcly tc.leases which had teen entered intc prior tc the
effective date.

Senator Heinzs Mr. Chairman.

-The Chairman: Senatcr Heinz.

Senator Heinzs Hr; Chairman, as T understand it unless
written very carefully this provisiqn could at least
particularly as ithis in the chse kill make it impcssible
for the city of Fhiladelphia to cohtinue with the ccntractual
arrangements and ccmmitments they made with respect to a
cenventicn center. Is my understanding correct that we need
to be sure that it is this section of the bill that needs to
be carefﬁlly drafted tc avoid protlems with the Fhiladelrhia
conventicn center?

¥r. LeDucs Senator, I telieve You are Eorrect that this
general rule would nct rernit the tax benefits tc Le realized
on that convention center, and if benefits were to te
provided a srecial rule wculdvte required.

Senator Heinzs: ¥r. Chairman, just so that everylody is
avare of the situaticn, as c¢f tcday indeed gcing back mary
months the Philadelphia City Ccuncil has taken a variety of
actions tc mcve ahead with this center which when ccrnpleted
would probabiy mean between €000 and 9000 permanent Jjobs in

the city of Philadelrhia.
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To my mind it is the single mcst impcrtant eccncric
development in the recent history of the city certainly of
the decade. The City Ccuncil has taken action to acrrcve
several tens of millions of dollars of financing and bond
issues.

The rlans fcr it have been under develcpment fer a numtker
of years, and it would be my hcre that now that they have a

devloper that they are going forward after havinag been

- thrcugh a very labcriocus site selection process after havirg

committed 'thousands of dollars that we could write a
transitichal.rule that wculd ensure that all of the effcrt
and work will be able to rrcceed and the center_will noct come
toc a halt. I am advised alsc that the arrangements for the
center are such that the éost of enacting this bill sithcut
the transiticnal rule would be such that it would prqbably
make it impoésible at least for many years tc develcr the
conventicn center.

The develcper had taken into account in his calcplations
I believe tﬁe.ACRS and investment.tax credit Lkenefits that
would be involved here.

The Chairmans I wculd just say that this may indirectly
affect transition rules. We thouoh we would no go into the
transiticn rules right ncw, rut we are aware of =2 number of
projects that members have called tc cur attenticn atout

which they are very concerned. Certainly Senator Heinz has
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mentioned this tc me a ccuple.qf times.

We hope we are able to deal with thcse where there have
been some indications. Uell I do nct know how we are fipally
going tc define it. That wculd depend upon the committee,
some progress, some ccntract, whatever.

It is nct fair if there have been gcod faith negctiaticns

" to change the rules in the middle of the gafme .

Senator PBentsen.
~ Senator Bentsen: Y¥r. Chairman, on that same gpcirnt, a
point I raised yesterday and Senator long réised a similar
one, I am not sure that this takes care of it. I want to te
éssured of thate.

I see it says "leases entered intc after Yay 23, 1982
would be covered by the bill." I dealt specifically with the
Frotlem cf leases entered into prior thereto, but there is a
provision in the bill as I understand it that requires the
shir to have been in use by a certain date vhich was a
chysical impossibility under scme of these ccntractse.

I guess that is the very point the Chairman is talking
abcut, akcut a deal having teen made under the rules, a
contract binding both parties. I want to be sure when you
say that it only affects thcse leases entered intc after
May 23, 1683 that that vitiates fér contracts made ;ricr tc
that, that proQisicn about having to have been in use before

a sgpecific date.
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¥r. Chapotqn; _You are talking about government rrorerty
in this case, and és I understand it the rill would leave in
the placed in service date sc that this wculd not frlly state
the rule of the bill. .

Senator Fentsen: It wculd nct take care of the ;fotlem
that I cited then?

¥r. Chapctcn: It wculd not.

Senator Bentsen: It prchably does not take care of tﬁe
protlem either of the Senatcr from lcuisiana.

Mr. Brockway: This particular rule, the clarifying
change dcés not reflect this transaction that fou.a:e
referring to, that placed in service date, nor does it'affeﬁt
the Philadelrhia conventicn center. This is merely a
modificatioh(of the generai effective date to make it work_
Letter.

It doces not aprly tb property'that-uas under lease befcre
the effective date and then one lessor sold it to ancthef.

The Chairman: We have tc deal with their prctlens
separately?

Er. Erockvay: That is right. That is entirely
independent. Both of those are independent of this rule;
This is Zust a clarifying change to make the effective date
work better.

The Chairman: Senator Chafee.

Senator Chafee: ¥r. Chairman, I have another
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clarificaticn pcint that I want tc raise at the trcrer time.
Is now the rroper time?

The Chairman: Yes.

Senator Chafee: Qkay. Tc see if my understénding is
.ccfzect ¢n this as I understand it when ycu have a lcng-ternm
lease by a tax exempt entity to a taxable entity, a long-term
lease, the taxable entity is entitled to the benefits that
currently exist under the ACES and investment tax credit
law.

Let me give you an*exampler The Qilla:d Hotel is owned
by the Pennsyléania Avenue Dévelopment Corporation, a
nontaxakble entity.

It has.leased that hctal fer 99'years to a taxatle
entify, a deQeloper;. Now it is my'understandin§ tﬁat-he
wculd te entitled'to.ali,cf the henefits as they exist under
‘current lawv unless he leases back to a nontaxable entity over
50 percent of thevprcperty. Is that correct?

¥r. Eréckway; Tﬁe way the bill works in that situatior
is if it is ieased from the develcpment authcrity tc a
'private.party»who then'rehats the building that rrivate rarty
ouné the rehad as 1long as that was a long-term lease of the
hotgl tc that develcrer fér_mo:e than 1% years. 'Then the
rehabber is treated as owning the pfopertyq and the bill only
applies if it is then in turn released back to a tax exempf.

Senator Chafee: Cver 50 percent?

ALDERSON REPORTING COMPANY, INC. -
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¥r. Brockway: Ccrrect. Under the normal rules whatever
they might be and that is a S0 percent rule.

Senatcr Chafee: A1l right. Fine. .Thank you.

¥r. Chapoton, do yocu agree with that? |

¥r . Chapoton: -Yes, Sepnator. He do.

The Chairman: Senator'Hoyﬁihan.

Senatcr Moynihan: Er. Chairman, I just want tc say that
I think none cf us dces not have one or more specific
situvations in his state uhi?h is caught ur in this May 23rd-
problem which arises over in thg other body. How woculd you
like us to gc.abcut: the prcceés cf'saying "Is this ail
right? Is that all right?™ I do not think you want to do
it, or I do not suprcse you want to do it plecemeal. -

The Chairﬁanz. Well, Qe thcught what we might dc and we

kncw a number of our other colleagues who are not on this

committee have the same protlem is we are trying tc cet word
‘to everycne for them to submit any exceptional cases. I kaow

‘there -are scme in Altany cr in FKochester.

Senator:Hoynihan: There_is'ope in Buffalo and so.on.

»ThevChairman: Yes, and in cther parts of the ccuﬂtry
such as Atlanta. Let's just give it to the staff.

Senator Ycynihan: Wculd ycu like us tc give it to the
staff in writing so that if we give it to them in writing we
might get back information. Right ncw we have a lct of

verbal understandings which could get lost. T guess that is
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why peorle irvented vwriting.

The Chairmans We assume there may ke one cr two
trapsiticnal rules that we will have tc work cn.

Senator Moynihan: Ckay. We will do that.

The Chairmans: Tid they do a numier of these cn the Hcuse
side?

Hr. Erockway: ¥ell, we were made aware cf guite a numbter
of specific transactions that were taken into account when
the transiticnal rules wvere drafted in the Ecuse till whken
the §0mmittee»decided on what its transitional rules were.

The Chairmans Sc I think it might le the best rrocedure
if someone has a respresentative here by staff if théy could

J
inferm us and we will get word to other Senators as well.

‘Thank you. o |

_Andte, go down the list please, cértain properties and
qrandfathers.

Hr. LeDuc: The second clarifying change would make it

.clear that if certain leases had keen expressly grandfathered

by last fea:'s tax bill certain mass transit prorerty,
éertain rurai electric cooperative property, the bill wou1d
not reach back to affect the lease characterization or tﬁe
tax benefits available under those transactionse.
Senatcr Mcynihan: ¥r. Chairman, may I inguire please?
"The Chai:maﬁz‘-Senator Moynihan. .

Senator ¥oynihange Last year in TEFRA we provided a
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provisicn for the Metrcpolitan Transit Authority in New
York. I gather that-that ccentinues to be eligible?

¥r. LeDuc: The Senatcr is correct.

Senator Moynihan: Thank ycu.

Mr. IeDuc: The third change would be to correct a
drafting error in 1564 which made the invéstment tax credit
availakle fcr certain short leases in cases in which it was
nct availabe under current law. Current law provides a very
restrictive test feor the investment credit on leases to tax
exempt entities and that tax common law standard wvould re
retained.

fﬁat is, it is a standard that has teen articulated by
the courts and wculd nct ke affected by this bill.

The Chairmans DoeS’Tfeasury_have éhy different viev?

Mr.fthapoton:-‘We certainly would not want to btcaden-théA
present law. ¥®e had talked abcut the ccssibility cf hévind*a'
clear rule stated in the statute, but that is a detail. 1In
other_wqrds, I think we are in agreement that we do not want
to kroaden through this proceés or_through an excertion to -
this process give the credit where it is not available |
because it leads tc a tax exempt under pre-existing law. .

The Chairman: Right. 7You want to clarify and tighten?

Hr. Chapotcns Well, there is scme advantage to éajing
srecifically what is a short-term lease for these rurposes,

but if we ccme ur with a specific suggestion on that we will
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present it to the committee.

The Chairmans I think ycu will have to tring it back to
the committee because somebcdy may not agree or may disagree
with it. They may agree with what you are saying generally,
but they may want to take a specific lcck at the srecific
thing you presente.

Kr. LeDuc:‘ The fcurth change wculd be tc adcpt a
provisicn in the House till which adds aﬁ additional factor
tc ke ccnsidered in determining whether a ccntract ié treated

as a service contract or a lease. The test vould be whether -

the payments under the centract substantially}exceéd the

prorerty’s rental value for tbe conttééf ceriod.

The notion is fhat if services are being prcvidéd in
addition to the proviéicn cf.prcperiy,thén~thére‘shculd7be-a
charge for;them, and the paymenﬁs-under-the contract shcuid
exceed the rental value.. |

The Chairmans May ve ﬁeat f#oﬁ Treasury on that?

Kr. Chagpctons That is agreeable with us. I think this

gquestion, Andre, will arise further in specific properties,.

srecifically the sclid Haste~dispcsa1‘areé-

(Pause)

Mr. Chapctens It will ccme up in detail and in térms of
specific prorerty will be dealt with in an amendment that I
will present.

The Chairman: In fact, this is fcr the infcrmation cof
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cthers cn the committee I want to say we are not.addpting
anything yet. We are Jjust gcing cver what is prcposed sc
that we will understand what they are.

Br. leDuc: The fifth change would te tc make it clear
that certain taxable entities which are restricted in their
use of the investment tax credit under special rules in
particular are entitled to cnly a partial investment tax
credit. He would extend to such entities the restricticns cn
leasing to tax exempt entities which are not eiigible fcr any
credit. So such eptitieé who are limited in their investment
tax credit would be ;;eated'as if they vere entitled to no
tax credit. |

The Chairmah: DC'you.havé a comment?

Ar. Chapotdn:' Yes,.vTﬁat is agreeable.

.zr.,IenﬁcaibThe'éixth;change would e tc make it clear
that leaseS'and-other distfibutibn contracts for filnms
overseas would nct be affected hy.the bill.

| The Chairmans. What is the préblem there?

¥r. leDucs. I am not?sure that'thepe is a concensus at
the staff-level,-Senatgrn_that there is a’p:ohlem. Some
taxrayers® counsel uere4con¢erhed that either under the House:

bill or the Senate bill there might te an inférence that tax

. exerpt fcreign persons whc are engaged in shcwing U.S.

produced movies overseas might be treated as tax exempt

entities in the investment credit and the very genercus
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depreciation benefits available on filme would be lcst.

Mr. Chapoton: I think there.was concern, Mr. Chairman,

3 whether the so-called income fcrecast method was an:

4 acceleration method that shbuld Le affected here. I think

§ there was agreement that it should not. I believe that is

6 what (f) would clarify that it would not affect ite

7
8
9

10

The Chairman: Are there any cther areas that Treasury

feels shculd have clarifying changes?

Mr. LeDucs - There are, #r. Chairman.

¥r. Secretary, do you want to describe the one day csale

11 leace back guestion?

12.

Mr. Chapoton: Yes. In the House bill ‘the question is if

13: you have temgporary use cf a facility by a tax exenmrt

14. organization say during the construction period or-during -

16: initial acduisition and then a sale lease back under a

16: ‘permanent plan for financing but it would octherwise te.a new

17 facility_or'nevly“used by the tax exempt whether the sale

18 lease back.:uleAShohid arcly. We think it shculd nct apply

20,

- 21

'19: if the use by the tax(exempt vas véry temporary.

The Chairmans:: Hcw do ycu define very temporary?
H:..Chapoton:  Well, we have suggested what --

Mr . Bfockway: There is a 90 day rule existing right now

23 that was used in safe harter and investment credit. V%Ye will

24. Jjust pick that up..

25

Mr. LeDuc: Mr. Chairman, the firal item not cn the 1list
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but it has been called to our attention would be tc make it
clear that the test toc determine whether a ccntract is
treated as a lease or as a Service ccntract should te aprlied

generally under the Internal Revenue Code rather than simply

tc the investment credit determinatione.
This would avoid creating a negative inference that vwe

somehow have created tvo tests, one for the investment credit

‘and one for cther purpcses.

Mr. Chapoton: We agree that that }s a proper change, Hr.
Chairman,

The Chairman: Does Treasury have any other areas it is’
ccncerned abcut? |

Mr. ChapotonQ No, I can think of no specific clarlfylng
changes cf the type ve have discussed here.’

The‘Chalrmanz. I would ask the staff if there afe any
other genefal areas that have teen raised that we cught tc gc
overjbefOre ve start trying to make decisions.

#r. IeDuc: The cnly item that we perhacps shcuid spend a
momenf on,'ﬂr. Chairman,'is the following: We talked in the
defense rrocurement area rrincirally abcut the Navy contracts
yesterday. There are, of ccurse, other contracts.
Principally the Air Force is acquiring scme airplanes under
lease arrangementse.

There are some differences Letween the Air Force

contracts and the Navy contracts. Nc investment credit is
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being claimed, but that is a contract in which menmkters cf the
committee have some interest and you shculd te aware of if.

The Chairman: Why do ycu not explain that just a bit
more fully? If if is what I am thinking about it is one that
I think should be on the reccrd because it may affect
something in the state cf ¥Xansas.

Mr. LeDucs Last year a rrivate airrlane manufacturer

" made an unsclicited tid tc the Air Fcrce which shcwed that

* under é'lease arrangement the orerating cost to the 2Air Forcg
of ;omé training aircraft fcr mecdern training aircraft weuld
Abe ldwef than the current orerating cost cn scmé cut of date
¢T 3§'air¢raft. The Air Force followed up aﬁd in due course
 has'entered into a ccntract to lease such training_aircraft

° and‘rep1acé the out of datevCT 39 planes with new, mcre fuel

efficient’traihers.- That contract is in the wotks.

As I mentioned there vere a courle cf key differences.

- There is no tax indemnity under the terms of fhe Air Force

ccntract, that is,. the private parties" claims fcr the
accelerated cost reccvery deductions are not indemnified .
Additionallyy it is treated as a lease and not as a

service contract and accordingly no investment credit will be

- ¢claimed by the private investors on this transaction. The

rlanes have not teen delivered and the details cf the

. contract have not been finalized at the investor level sc I

cannot ccamment in mcre detail cn the specifics, ¥r.
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Chairman.

The Chairman: Are there any other areas that Treasury-

wants tc bring tc cur attenticn?

¥r. Chapoton: No, N¥r. Chairman. I think not.

The Chairman: Well, I promised Senater Roren and Senater.

Canforth on Thursday we would come back and discuss %ith

éenator'Wallcp an area in which they have an interest. ¥hat

I would suggest unless the committee has another view is that -

we pove from the public prcrerty leasing and that we give
staff and the Tfeasury and members® staff an cpportun;ty tc
gc cver again what we have discussed to see if we can reach
some general agreement on:bcth sides of the aisle cn a
package that we might’bevable_to vote on’early next ueek.A

Is there anyﬁobjectioﬁ tc that?

[No-;ésponsei

The Chairman: = If hot, Tet's do that. We will have to
mdke-cerféin that we notify each Senator about trénsitionv
tuleé*so.we.can‘do that. I think you are already getting

some requests..

Hrm.LeDuézi We are, ¥r.. Chairman. We would reiterate the.

request that we receive in writing the details of the._
contracts or projects that might be affected by this bill.

Senatcr Bradley: Mr. Chairman, is it ycur intention then
to leave leasing now?

The Chairman: Yes.

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300



10

11

12

13.

14

15

16

1T

18-

19

27

R

24

25

Senator Bradley: And nex?_week vcte cn Jjust the public
prorerty asrect of it?

The Chairman: Well, we will vote on the bill that is
befcre us with amendments which I assume have been sfqgested

by members. 'Hhat we would like to do between now and next

- week is see if we cannct hammer out somé rescluticn cf the

primary issues presented to the committee.

Senatcr Mcynihans %ell, Mr. Chdairman, ycu said we were

- going to leave leasing for tax exempt agencies. There is

this'queéticn.we have discussed ¢f the leasing bty financial
institutions of pfope;ties to-other_o;ganizations.

The Chairmén: I meant to include thai. Ee are going tc
try to work that out; too. |

Senator'ﬁoynihan; "Ch,. ycu will. HMr. Chapotcn-andAI
spoke about-that S0 then thafAis‘to be done.

The‘Chairménza Yeé, éverftging;‘

Sehator'MOynihanal May I ask, Mr. Chairman, how do  you
want to pr§ceed? Shculd we rut a prcpcsiticn in vritiﬁg?

The Chairman: I fhiﬁk vhat ve will do is gef»tcgether
with memlers of your staff,:Treasﬁry-staff and.é;aff on toth
sides and the Joint committee and see if we cannot reach scme
general égreement that still preserves what we hcpe to dc in
this legislation. I mean, it is easy to give everythking awvay
but that is not the purpose of the bill.

He will find some reasonable way of pursuing this.
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Senator Bentsen: ¥r. Chairman, I share the concern on
the issve of the ‘investment tax credit and ACRS inécfar as
the leasing by U.S. entities of American produced prcducts
abrcad.

The Chairman: I think there is general agreement on

thies. It is just a matter c¢f wcrking it cut.

Senator Chafee: U¥r. Cﬁairman, when would you envisian
meeting again, that is, to go back tc this? Would it be
Monday or Tuesday? - |

The Chairmans i wculd guess Tuesday. Mcnday is not a
particularly good day. Tuesday may uét he a good day
either.. ¥We do nct kncu.

Mr...LeArments VHf, Chaiﬁman,.we do have a hearing
scheduled fcr Tuesday.. | |

-TheVChairmana- What kind of hearing?

¥r. CeArments Child surport enforcement, the second day
of that. We could move that to the afternoon or postpone it
té'anofher day if that is the ccmmittee's desires

‘ThevChairmang.,Who is holding that hearing? . Senator

> Armstrong? -

Mr. DeArments I cannot remember whether it ig a fuil
committee or subcommitteé.

‘The Chairman: Well, let's check this. Maybe we can find
ancther rcom and still meet here in the morning.

Let us now move cn to Senator Boren, Senator Lanforth and
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Senator Wallop's proposal.

Senater Canfcrth: Hr. Chairman, may I inguire if we can
get a vote on this issue would it be possible then tc address
the t{ade ad justment assistance questicn later in the
morning?

| The Chairman: I might infcrm thcse in the audience that
there will be no more leasing matters or any other revenue
matters. We are going to gc now to a broad proposal on
srending and'rev;nueS'and then in the time remaining we will
try to fccus. on trade adjustment assistance.

If ycu are not ccncerned atcut those twec issues yqd are’
on the ﬁrong plane. |

[Pausél

‘Senétcr'zoynihanzt Br. Secretary, we are going t6 ta1k'
about balancing the tudget. Do I_dafher that fou hévéfto
léave?. |

Ht~VChapoton:. Well, I did have a meeting.

[Pausel

fhe Chairman: Senétor Grassley.

Senator Crassleys: Xr. Chairman, I have a questicn
regarding-procedure-hefofe ve proceed with Mr. Boren. Rext
Tuesday then it would ke anticirated that we wculd try te
work on a tax bill. How does the scheduling of that dovetail

with whatever we are gcing tc dc in the way cf reccnciliatian

on the expenditure side?
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The Chairmans: Well, we have gone over the expenditure

side.

Senator Grassley: I mean as far ag making a decisicne

The Chairman: let me say very candidly thaﬁ it has been
my hope that_during the ccurse of these proceedings someltcdy
at fhe White House would be listening. There was a
rescluticn intreoduced yvesterday by a birartisan grour of

House members, the chairman cf the Budget Committee,

. Congressman'Jones,_the ranking Republican, Concressman Latta.

_urging:the<Président-to convene an economic summit with the

Speaker, the Majority Leader, and leaders in the Congress on
bcth sides of the aisle to see if we cculd nct address the

deficit';toblem.

We have not been moving toc quickly in here, but.thete is

still scme hcpé that that might happen that there may be scnme
kindiof-meeting-- If it is obvioué that there will be no
meetingifhenbﬁeluili jﬁst-gc ahead an vcte cn our sgending
reductions first and move to the ta;\matters that we have
indicated He:are‘goihg te lcck at, leesing, the insurance
area and a,few-ofhérs‘andﬂI'guess just decide that we cannct
face~ﬁp to the deficits.

Sehato; Ctassley:v Sc if we dc nct hear anything frem the
White Hduse it is still your order of husiness that ltefore we
evén deal with these leasing pcrtions of the tax till and the

other matters we have discussed you are still going to work
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on the reconciliation that ve previously discussed cn the
expenditure side befcrehand?

The Chairman: I think that is the way we should proceed
since we raiéed those first. I would hope that we might have
more spending.reducticn. We only asked $1.7 tillion over

three years by the Rudget Resclution.

It would seem to me we could do bétter than that. Maybe
we cannot.

I guess I will recognize Senator Danforth.

Senatcr Panfcrths Hr-_Chairman, I think this issue was
prettj well aired on Tuesday. The first.QUéstion is whether
the deficit is detrimental tc the,health of the c;untfy.

That is a matter which is being debated .. The Secretary
of the Treasury . is not as concerned as the Chairman cf the
Council cf Economic ARdvisors.

The position that Senatcr Roren, Senator Wallop and I

‘have taken is one which is nct in accord with the Secretary

of the Treasury. We believe that the deficit is quite
detrimental.

Ne further believe that it is not rossible tc reduce it

to an acceptable level solely by cuts in appropriated

programs, sclely by vworking cn the defense budget c¢r solely

by an eccnomic recovery or any combination of the three.

N\

Therefcre, we believe that it is necessary to put tcgether a

rackage which calls upon the vast majority of the recple of
. : ,
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. economic disaster that will threaten all ecconomic enterprises

this country to chip in something tc reduce the deficite.

proposing that for a four-year pericd of time beginning in
198%'vhen tax indexing takes place that indexing fcr those
four years not be at a full cost cf living but rather be at
the consumer pfice index minus three percént. The resuit of

this wculd ke about §$117 rillicn over a fcur-year reriod cf

" time split just abcut 50/50 Lbetween revenue and Spending.

\
Therefore, the whcle CPI minus 3 prcpcsal has teen cne cf
I think that pretty well presents that case. Seratcer
Boren.. i
Senator Boren: ¥r. Chairman, I certainly agree with what
. |

Senator Danforth has said. T think we have a responsibility

tc act. We are facing a crisis, and fcr cnce I think we need

to look ahead at what is coming down the road and exercise

‘some leadership for this country.

We all know. what is gcing to harppen if vé add anéihef
trillion dollars to the nétionélvdebt between noé-aﬂd ”88'aﬁd
that:iS'shat wve are facing. We know it is gcing tc happénvif
the government consumes between 60 and 70 percent of all of
the available credlt in this countty. |

We are going to ke facing economic disaster, the kind cf

~and the financial sclvency c¢f the very social prcgrams that

we would hcpe to see continued. So I think we have a

responsikility to act.
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When you look at the fact that we have a §$200 billicn
deficit, it is Jjust very clear that wve are facing thcse year
after year into the future anéd it is very clear that you
canpot say we are going to rule cut censidering all cf the
income side and then we are going to lcck at the srending
side. We have to rule out the 14 percent of the national
budget that rays interest on the naticnal dett, and cthers
would say we have to rule out defense. That is almcst
another'EO,percent SO we are up to almcst 45 percent.

Then if yéu.rulefout the entitlement programs which

constitute about 42 percent vyou are between .85 and 90 percent

of total spending. If we were to akclish the rest cf the

goﬁernheﬁt,;that other 10 percent, we are only talking about -
$i0 bi11ioq7cr7s6,in’spending aﬁd we weculd still hev$130
billion in.ihe red.

'”éd'ﬁé:havefa protlem that we have to face. I'think it is
fime:for'us.;o_féce it. IAthink the American ped;le éré'

tired of hearing the excuse frecm those cf us in Congress and

in the administraticr as well whe vere given the

,nesppnsihiiity‘of’ptovidinq some leadership and making.

decisons that we cannot do anything until aftér an election.
I.ahAverﬁ, very proud tc Jcin with Senatcr Canfcrth in

thié initiative. I think it is something that should be

adopted, and I wculd urge my cclleagues either tc surport it

or to come up with proposals of their own that will total the
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kinds cf imract cn the federal tudget deficits that>will
begin toc make a difference for the country and will kelp us
to avert disastér.

We are doing nc cne a favor at any income level in this
country by ccntinuing to postpone action on this problem.

Senatocr Danforth‘[presiQing]: Senator Wallor.

Senator Wallop: Mr. Chairman, this would echo what you

and Senator Boren have said and wculd gc ancther ster farther

and say this committee can reach what it can reach. We can

wish that other things were taking rlace at cther levels, Eut
if we ail'sit around and wish and othet.ccmmittees wish as ve
would the'tongress ends up rrecisely where it is, the
gdvernmeht ends‘up rrecisely where it is wifh everyrcdy
deCryingithé deficits énd‘ﬁohody doing anything abcut it.
None cf the sort of deficit reducticn proposals that
exist'is‘in any way very appeéiing. Nobody particularly
likes the-idea pf~adjusting taxes or adjusting benefits.

NObédy ﬁarticularly enjcys the idea of dealing with

‘foreign programs or‘militéry precgrams or anything else, tut

we can:rgéch wvhat we can reach. This committee h;s cohtrbl
over a significant proportion of &l11 of thé spending and ali
of the revenues that the government has.

It seems to me that if we in this committee take no
leadership there will be none and we will all decry it an@iwe

will all bear egual amcunts cf tlame. I wculd say tc thcse
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who are concerned as I am about touching the one sacred cow’
called entitlements that the inccme of pecple over €% in the
past decade heas risen by 127 percent while the inccme of
working reorle over the same decade rose 88 percente.

These adjustments are nct gcing to significantly change

that. As a matter of fact, if you take a look at the tables

that were prcjected under 2(r) the adjustment here with
regards to benefits would put them right on scale with
projected real increases in wages, right on scale. |

It would be withiﬁ a few hdndteths.of'a petcentage pcint.
there. The cther sacred cow, éf cﬁurse, is ipdexing.

The thing that must be rcinted ouﬁ'is CVEr the-géét
decade and a balf.while theré‘ﬁas not teen indexing everf two
years approximately during all of that-time'ﬁé have.made.an
adjustment in takes which sort of has indexed then
principaily*for middle and louet'incomés but~ﬁontheless ﬁhcse
taxes have teen adjusted.. The sociai;seéurity fix Hhich‘

appears to be working is derendant entirely cn the

projecticns cf 2(b), one of the assumptions that wvas a middle

range assumption between most peésimistié:and most:
optimistic.

The Chairman of that ccrmittee, Alan Greenspan, testified
before this ccmmittee, He stated that the rescue rackage
would oniy werk --

Senator Fryor: ¥r. Chairman, could we have crder. I
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cannot hear Senator Wallop and he is making a good

statement.

The Chairman [rresiding]: Llet us have order please.

Senatcer %allop: He testified that this-package, this
rescue rackage which we struggled with and bit bullets on
wvould only wcrk if we had increased prcductivity ard streng
econbmic growth over ﬁhe next few years and argue that the
federal deficits wculd hinder the recovery of the social
security fund. A

Now everything else that this Congress is locking at

including this committee is essentially nickels and dimes.

This is the one package which is asymmetrical and deals with

bcth thcse who receive revenues from the government and thcse

who pay revenues to the‘gcvernment'in virtually ecual and
very minimal pain.

Indeed if the gprcijecticns of Z(L) vwere to come true,

those working and those receiving would be almost cn a par as’

they prcgressed in this econcmy and their akility tc spend.

All would get some increase if those prctections -are close tc
real.
Thcse prcjectiods %ill nct be clcse tc real. They cannpct

even be minimally close to real unless we do something about

the budget deficit.
I am afraid and remain afraid that the érguments that

were represented in here when we first brought it ur last
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veek by those whc say ycu cannct touch cne cr the ctler side

.and leave the country paralyzed and unable to deal with what

everybcdy agrees is the most significant prcblem that the

economy and the future have that the viability of this nation

as a strcng naticn must have.
So it is my hope that instead of following fcr a change

the Congress might lead instead of looking at the rclls whe

. say do nct raise any taxes and instead of lccking at the

polls who say do not ever tcuch entltlement programs and

"following the country in the pclls that we wculd take one

good look at the country's people, believe in their good

sense and their sense cf patrictism and their hope .fer the

future and do soﬁething‘whith is within the reach cf this

committee and very significant about the.deficit.
The‘Chairmén;:_Thank ydu; Senatcr fryort
Sénator‘Pryork. Thank jcu, Hr..Chairman; Er. Chairﬁan,

basically subscribe to the concept that Senators Danforth,

Boren and Wallop are prcposing today; I think the ccncert cf

trying . to reduce the deficit 1c cound.
My onlyvconcern with this matter is that we are looking
at cne segment of the rcpulaticn and that segment is thcse

individuals in the nonmeans tested base category and that

concerns me to some degree. I guess I am asking a guesticn.

I may end up voting for this by the way even if it_is not

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300

|

\

\
of the spectrum if permitted to hcld sway will leave Congress
I



! ™

10:
11.
12

13-

14

15:

16.

18-

19

20:

21

24.

25

(a4
tn

changed, but I do not.know. But I would like-to qonsider

seeing scmething a little strcenger and that is lcckirg at the

approach of ébsolutely a freeZe that we voted on thcygh we
did not rass it in the Senate, a freeze on all exrenditures
and programs from the 1984 figures to the 1983 levels.

I am just wondering (1) if we have the Jjurisdiction and
(2) if we might not include that as rpart of this rescluticn.
I think there were only 16 cr 18 people who voted for it on
the flocr. I voted for‘it, .

I justithink.if'ie_are going to make some reductions they
ought to be across.the board. My-only-concernlis fipdinq cne
segment cf the'pcpulatién cut hefe and saying okay ycu.are
getting too much and Qe'are going to do something fecr you. I
think we have tc dc it in a hrOader'catégory.

That is my concern, and4that-is the point I raise this

morning..

Senatcr Lanforths 'ﬁr.TChairman;

The Chairmans: Senator Daﬁforth,

Senator Danforths Mr. Chairman, as a matter of strategy
SenatorzEo;en,,éénatéfxﬁa11Cp agd'I héve déciéed nct tb preés
the CPI minus. 3 idea in itself to a vote today, but.rather tc
offer a sense of the Sénafe reéolution'vhich has been passed
out as a substitute for the C?I minus 3 idea. We have .

discussed this with you, ¥r. Chairman, and with members cof

the staff, and we put it rtefcre the Finance Committee fer its
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~consideration.

Senator Heinzz Mr. Chairman, I would like to commend -
Senator Lanfcrth, Senater Bcren and Senatcr Wallcp fer their
efferts to address the sericus prcblems of the budget. I do
nct agree with the Secretary of»the Treasury either, Jack,
when he says it is not a serious prcbiem. It is.

I alsc like the fact that you have éddressed the issue at
this point in mote general terms. As a member of the
National_Commission-cn Social Security I~Qould find it -- now
I'suppose.a defunct crganizaticn -- but I wculd find it
immensely difficult to support CPI minus 3 most of whiéh
wvould tring abcut Savings in the 30¢ia1 security prcgrém.

That proposal in-and of itself would lack in my judgment
a sufficient Bipartisan concensus as well as a §0pu1ar
concense to really develcr sufficient shpport fQ ensure its
epactment and to ensure that we did'ﬁnswer‘all of the
questions. of fairneéé'that I think it would faise..'I think
;he measure that you and Senator Roren and I have here, a
modified sense of the Senate resolution, does not_give avay
the possibility of~making_structurallchanges in'tﬁe
entitlement program but it is not specific as to that
eitler.

It dces do something that we need to do a gocd deal more
of here in the Senate and that is to advocate urgency when it

ccmes tc a serious naticnal rreoblem. Sc I intend tc surpcrt
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The Chairmans: I think the point last made is a good

one. I think rather than maybe to suggest tc the Fresident

that he chght tc have a summit meeting maybe this would .

enceurage not only the President but the rest of cur

colleagues in both houses to maybe move on what we ccnsider

tc ke a very sericus prcblén and that is the deficite.
Senator Iong.

-Senator Long: Hr. Chairman, I would hore in line with

what has been said here by Senators that we would think in

.terms of reccmmending that everything within our jurisdictien

on the taxing-end generally srpeaking fhatqeverything goes up.
by Z percent and on the srending everything ccmes dcwn ry 3
percen te.. i A

Now we have all the taxes and about 50 percent of the

spending that we have a right tc lock at, and in cur area if.

ve say as far as we are concerned everything acrcse the tcard -

-

on the srending end ought tc come down by about 3 pcinfs and
everything on the taxing. end cught to gc up ky atkout 3 poinﬁs_
énd‘iﬁat'is vhat we are shooting at, I think we would fhen'belb
in a pcsiticn tc challenge all cf the cther ccmmittees tc
fall into line because we have a big end of it right here.

. If ve would do that I think it just might start something.
going. I am very dismayed at the way things are gcipng right

Nov .
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There are huge deficits. The dollar is very cverva lued
and it is killing us in trade. Between the cvervalued dollar

and the teating we are taking abkout the value added tax

subsidy all of that adds up to the fiscal insolvency that is -

involved here.

It is just not resconsitle, and I wculd applaud  the
commit tee leading the charge to try to get us out of this
mess.

The Chairmans  Unless scmebcdy wants to discusg this

further I see we are gcing tc have difficulty getting people

- back here. I wonder if.wé.might.vote on this sense cf the

Senate resolhtion'and thén if ¥e can get enough people back
here tc lock at-ttade>adjustméni'aésistance,-which is of scme
uréencf.: - | |
| IS'the:e any objection to that? -

Senatof Eiucds;:.ﬁgb Chairman, that is fine wvith me, but
there.arg a fev comments thétrI’would'like‘to'make first.

ThefChairman: Certainlye

Senator Baucuszn I}would_just.repeat the urgency.
Ffankly, I'think_we'shqﬁld édopt fhe fésoiution- I amAglad
ycu have rermitted if;iurm Chairman, sc that we can address
other revenue matters other than indexing.

I frankly do not tﬁink we should gc back to indexing.

The Chairmans. I am happy that it was comprcmicsed on.

May we have a record vote?

ALDERSON REPORTING COMPANY, INC.
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éenator Chafee: ¥r. Chairman, I would like to rropcse if
we can get a chance afterwards when we come Lack just to
plain eliminate the indexing of the iﬂccme tax. I wculd 1like
a vcte on that and we probaltly cannot do it before ve go tc
the flccf tc vcte. |

Now I am not trying to-muddy these waters, of cocurse.

The Chairmans Well, scrme recple might nct want to vecte

for this if you are going tc try to strike out indexing.

10
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This is a scrt of ccmpromise.

Senator Ilong:

Well, why dc we not vote on this

here and he can offer that later.

Senator Beren:

Mr. Chairman, what was your comment on

the econcmics summit a while agc? T[id ycu ctject tc urging

an econonmic summit?

The Chairman: %ell, I Jjust did not introduce the -
resclution kecause it seemed to me that it was sort of
critical and indirect criticism cf the. Eresident.

hbpe something like this~might’be even stronger indicating

cur willingness to

do what

Senator Baucus@: Let’s

ve cught to do.

vcte on it then.

¥r. LCeArment: Senator Fackwood.
[No respopse]

Mr. LeArments Senator Recth.

[Nc resronsel

¥r. DeArments Canforth?

Senator

ALDERSON REPORTING COMPANY, INC.
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Senator TCanforths Aye.

¥r. LeArment: Senator Chafee?

Senator Chafee: Aye.

Yr. LeArments Senatcr Heinz?
Senator Heinzs: Aye.

¥r. LCeArment: Senatcr %allcp?
Senator Wallops: Aye.
Mrf-DeArment:- Senator Eurentergér?

Senator Danforths: He vctes aye.

Br. LeRrment: Senator Armstrong?

[Ho response]

.Br. LCeArments: Senator Symms?

[HO'responsel

Mr. Deﬂrhent; Senator Grassley?
[No responsel

Hf..DeArmenta» Senator long?
Sen&tor Longs:s Aye. |

Mr . DeArment: Senator Bentsen?
[Hc-rgsponse]

Hr.ADeArmentﬁf Senator Matsunaga?
{No responsel

Er . teArment:. Sén;tcr Mcynihan?
[No responsel

Mr. CeArments Senator Faucus?

Senatcr Baucus: Aye.
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Mr. LCeArment: Senator Foren?

Senator Boren: Aye.

¥r. DeArment: Senator Bradley?

[Fo resronsel

Mr. DeArments Senatcr Mitchell?

[Ho response]

¥r. CeArment: Senator Fryor?

Sehatbr Fryor: Aye.

Mr . DeArment: Hr. Chairman.

The Chairmans. Aye.

I do not have any other'proxies. The absentees can be’

'V_The,Chairménzu The ayes are 11. The nayes are zero. Ye

‘reccrded. What is the vote?

- Mr. CeArment:  The-vote is 11 to nothing..

{

are solidly on reccrd for fiscal integrity..

A1l right. The committee will stand in recess.

The Chaitman:}VThere

work out some resolution.

- T must safjat the 0utset

Stockman on ‘twc cr three

[a hrief_recess was taken.]-
was an effort yesterday afternoon tc .
of trade adjustment assistance, and

thét T have discussed this Hithlﬂr,'_

occasicns as recently as this

morning. They are unalterably opposed to any extension, and

I tend'tc'agree that this prcgram is pretty hard,tc Justify

so'I'think what we need to dc is -- Well, how many dc we heed

to act-cn amendments?
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Is there anything Lefore the committee? He have the
House bill.

Kr. Kassinger: That is correct, ¥r. Chairman. We have
HR 3391 befcre the ccmmitteec.

The Chairman: So if Senatcr Danfcrth offered an
amendment to the House bill we could rerort that till which
would be acted cn by itself c¢r I assume he then cculd amend
any bill on the Senate flccr. ' Is that corfect?

~¥r. Kassinger:  [Nods affirmatively]

Senator Dapfottha ¥r. Chairman, what I would anticirate

wculd te té cffer an amendment to the coffee agreement. I dc

not_kﬁow procedurally hov we should croceed in that

connecticn whether we should perhaps if we could get the
vctes fcr it repert cut~a-ccmmittée amendment on the-coffee
agreement. |

- The Chairman: Is the ccffee agreement still arcund?

‘Hr. Kassinger: It was reported out-yesterday; Hr.
Chairman.

The Chairmans So it is on the floor?'

”Ht».EeArment;. That bill went directly tc the-caléndar cfi
the House, passéd the bill and it arrived yesterday. The
Senate Finace Committee repcrted its bill yesterday so those
bills are pending. |

The Chairman: W%ell, there wculd nct Le any rrctlem. I
dc not know where the votes are but if there are the votes tc
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pass an amendment ycu cculd dc tcth. Ycu could aménd.the
House bill which we have in the committee and report that éo
that wcﬁld be on the calendar.

He cculd also rrerare a committee amendment to Le offéred
to the ccffee agreement. Is that correct?

4r. LeArments That is cerrect.

The Chairmans We could do both..

" Senator Canforthes That is what I would like tc do.

The Chairman: HWhat do'we need tc act on amendments?

Mr. DeArment:  Having previously established a quorum we
have five members as sufficient to dc business.

The Chairmanzu Could someone explain the fachetéd‘down

version cf the pn0p0=a1 that ve dlscusced yetterday nornxng?

Senator Danforth. Well, I can, Br. Chalrman, if you wish.

Mr. Kassinger; Kr. Chairman,'as I understand it.Senator

Danforth wiches to cffer a grOposal that would SLmsly

'subctltute for the Pcuce bill and reauthorize: the ptcgram as

itfcurrently’éxists for fiscal year 1984 and in the secqnd

year of the recrganization expand the program to include

seccndary suppliers, that is, workers in firms supplying

essential parts and services to trade impacted industries
and secondly include the training provisions of the House
bill .that wculd require the fecretary to approve training if
the iorkers meet five conditions that are in existing law.

The Chairman: Is that the entitlement program?

ALDERSON REPORTING COMPANY, INC.
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Mr. Kassinger: That is the program that the labeled
department is mcstly ccncerned abcut.

Senator Chafee: Mr. Chairman, what aie the fiscal
ccnsequences if we merely extended the existing prcgram?

| Wr. Kassingers Fcr fiscal year 1684 the Congressional

Budget Cffice estimates reaﬁthcrization wculd be $95
million. That would include the farm progranme.

Senatcr "Chafees Which is 26 to 277

Hr. Kassingers Twenty-eight, and the Department of Lator
estimates the cost of the two together to be $127 million.
There is-a.diéparity cf figtvres there.

_Senator,Chafee: " Who estimated the first one?

$95 million; the Department of Labor, §$127 million.

" Senator Chafees $95 millicn total?

ffuf@;Kassingér:Q That is correct.

i 'The‘éhairman:A Well,athe other part of that question, the
féttened.up vérsion, what is the second year cost c¢f that?

’ th,Kassingerzr It would double roughly, ¥r. Chairman..

'Tne-fiscaliyear‘1985 ccst wculd ke $205 million according: to -

the CBOJand.$253‘millicn acccrding tc the Department of
Labore.

Senater.Chafee:. A= an extension of the existing
prbéram?

The Chairmans: Senator Chafee, what they have done is one

ALDERSON REPORTING COMPANY, INC.
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Year they extended the existing program and the seccnd year

they added new provisicns which increased the cost.

Senator Chafees GCh, no, no. I would find it agrfeealtle.
Well, I mean, I understand the Chairman's concerns, but
something is going tc rass I believe.

I think Jjust go with an extension c¢f the existing prcgram
which is $95 mwillicn. Ycu know, when ycu hearAthese'other
figures of higher améunts are they for two years? Say
Senator TCanfcrth's progposal, is fhat fer two years?

Hr.AKaésinger:- No, Senator Chafee.v The figures I gave.
you wére disrarities for,theAsame vyear. According tc figures
I.have, a straight reauthorizatiqn-for fiscal year 1984 would
be §95 millicn accérding tc the Ccngressicnal Budget Ofiice
for~the first year, 398 milliqn'for the second year.

| According;to the Debartment»of Labor a straight -?

Senator Chafee; Hell skip that. We do nét vant'téo many

Now Senator‘banfcrth’s proposalvuould be how much fcr th§
fitsf yéér and how much fcr the secohd yéar? |

The Chaifman;~‘CBO estimates..

Mr. Kassingér& $9S million for the first year, §205
million for the second year.

Senator Chafees: ¥Well I do not know where we are

parliamentary-wise.

The Chairmans Ycu could offer an amendment.

ALDERSON REPCRTING COMPANY, INC.
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Senator Chafee: I favor just a straight extenticn
without the brpadening.

Senator Hdoynihans: Yay T ask a question? Has Senatcr
Danforth offered his amendment?

Senator TCanforths: VYes, I wopld'offer my amendmente.

Senator Moynihan: May I be a cc-spcnsor?

Senator Canfcrths: Certainly.

Senator Heinz: ¥r. Chairman, I support Senator

Danforth's amendment and would like to be added ac a

b6

co-sponsor. May I inguire cf the Chair is he opposed to or

suprortive of the Danforth amendment?

| The Chairmans: Well, I was tiying te get the White Hcu
tovaccept a lean versicn much like that described ty Senat
Chafee, just an extension fcr two years §r one yeér withou

adding on any other programs that cause heartburn or more

heartburn than they feel they can tolé:ate. I am still going

to try tc encouarge the Hhite'chse tc accept a straight

extensicn, but I think I can speak fcr the Secretary of la

s€

(D

t

tor

and the CMB Director that they are oppbsed toAany extension.

But, yoﬁ know, that is tcdaye.

| Senator Heinzs So it wculd te a fairly accurate
statement tc say that ycu wculd brohably have to crpcse th
Danfor th amendmént even thougﬂ it makes to my mind an only
modest increase in the prcqram in the second yvear, tut ycu

would be able to surrort not oniy on the flocr but with th
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administration the straight two year extention Senatcr Chafee
has prcpcsed? Wculd that be accurate?

The Chairmans Well, I think if in fact we cculd persuade -
the ¥hite Hcuse tc accert that narereq version I dc not want
to mislead anycne now. I have not yet been cocnvinced that

the program served much of a purpose, but it must tecause

there is some interest in it and we spent $4 btillicn on it sc

far.
Senator Koynihans ¥r. Chairman, could I just make that’
pcint? If I recall and I am probably cff by something.

considerable but I think the 1980 outlays were §1.3 hillion,ui

scmething like that.

Wr. Fookss Closer to §2 billion, $1,i billicn.

Senatcr Hcynihans Reli,ltwc cr thfee-years agce it was
$1.7 billion and we are now talking about $95 billion and
thgn:majhe‘gqing to $200 billion. We are not raising this.
érogram.. He areAd;épﬁing it dcwn ﬁc;10 pg;cent cr.whratever,
a §ery shall.portion of what it was..

"Senator . Chafee:s Well, HMr. Chairman,-let'me just say that

- we. are keeping all of these other programs, school lunches

and a hcst cf these cther things>down and as has been pointed
out by the administration we have enacted a whole series of
expedsive workers training programs. We have extended thé
unemployment comrensaticn cr we are abcut tc with the FCS-and

it just does not seem to me that now is the place to expand

ALDERSON REPORTING COMPANY, INC.
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this program when we are cui;ing everything e@se.

Again, Senator Dahforth has the floor in this amendment
but if that is voted down it would be my intention to conme
back with ancther amendment.

Senator Heinzs Mr. Chairman, would the Senator yield?

The Chairmans Well, we may nct te able to kncw shether
it ﬁas been voted down until scme time later today lecause
there are only five cf us here.

Senator Danforths I thought we could act on it.

Senator Moynihane Why dc we not take a vcte-and see hcw-
it‘lOOkS‘like-it is‘going. | |

The Chairﬁan:' Well, I think it is?three to twc if I have
any indicatione. |

~¥r. LCeArment: Mr. Chairman, we can act but we cannct .
rebcrt out a measure. We can act on amendments but the rules
require that a majority of the committee be actuvally presert.
fof'any measure Ot'reco@mendation to be :epo:téd éﬁt,

Sénator Danfortﬁ:; I vonder if we cculd send pecrle intc
the highways and biways for the next ten minutes to get-g
majcrity of membéfs p:ééent. | o

The Chairmans Well, we could try to convene a meeting in
§-224 right off the Senate floor later on. We are going to
have I understand five votes between ncw and 2 o°'clcck.

Senator TCanforth: Wr. Chairman, I wondér if we could in

five minutes -- I see some people standing ur there -- get cn

s
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the phone.

The Chairman@ Iry to tring in beth sides.

[Pause]l

The Chairmans: The wrong people are getting uvpe. I can
see that. ‘

[Laughterl

Senator Heinze Hr.'Chairman, if I’coﬁld-take cne minute
of the five miﬁutés while we are assemkling --

The Chairmans. 1 wonder if we cannot do that. I would ke
willing just to1try to save time»notAthat I can ctiect tc
reporthut what Seﬁator Chafee suggests maybe vithcut any
objection by those'hefe in crdér'fo get it cut on the ficor
because I kncw that is- your purpcce.‘ |

You can: offer lt, of ccurse, anyway on the floor. ‘You
do not need to vcte cn the ccmmittee tc dc that. dJust offer
it on the ccffee agreement»

If that Hoﬁld expédite'things I:#ould be willing to dc

SCe

Senator. Danforths. I would have to oppose the Chafee

- amendment, Hf- Chairman..

The Chairmans Senator Heinz.

Senator Heinz: Hr..Chaitman; I wvas just geing tc say
that tﬁis has been a very impo;taﬁt crogram in my state. It
has made a real difference tc abcut 124,000 people.

I understand Senator Chafee has a different viewroint c¢cn
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it and ycu may tco. I will not make the arguments fcr the
program. We have made them at various roints, but what I
would like to do if possible is to find the Ltest strategy fcr
avoiding a vetc.

I do not want to see the President put into an
embarrassing position where he’ vetos scmething that is

terribly imrortant in a half a dozen or a dozen midwestern

northern industrial states as we go into an electicn yeare.

- It %ill not help him tc vetc this legislaticn in ry home:

state of Pennsylvania or in Ohio,. Indiana or Illinois.

At the same time if he vetcs it it will nect helr  the

workers in my state so I have a very vested interest T say tc

my Chairman in finding somethiﬁg’that‘the Chairman of the

committee canm help the administration live with. If it wotld

be rosikle and I know it may not be possible and the Chairman
of the ccmmittee has been extremely helpful in schédclinq
this - markup on trade adjustment assistance, but if it were

possible for the Chairman tc assure me and others that_he

would surport a two year extension of the pregram, I would te

williﬁg_tofurge my cclleaques to support a two year

extensicn, and I wculd te willing tc surpert Senatcr Chafee's:

amendment. But I do not want to give something up without
knowing what I am gcing tc get.
Senator Danforth: Well, ¥r. Chairman, first of all I

thick Seratcr Heinz wculd be giving up something and not
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getting anything in return. Secondly, I do think that this

is a reasonable compromise that has alréady Leen agreed to, I

mean, obviously not ty everkcdy but ih trying tc rut together
a reasonable proposition a straight reauthorization for the
first year bﬁt in the seccnd year making two changes, one
ccvering secondary vorkers.

Really it is my view that there is no difference between
an industry which is shut dcwn because cf a rush cf impcrts
and an industry that is depéndent on that industry being shut
dcwn by a rush cf imports and secondly changing the word
"hay* tc "shall®™. 1In cther ubrds, with resrect to retraining
and retraining hés.been the tig point that has been ‘made by
the admlnlstratlon what they wvant tc dc is tc retrain pecple
in industries affected by lmports. |

If the five crlterla.areimet and only if the five
c:iteria afe met, then it‘wduldsseem tCc me that’thé*peoﬁléA
uho are affected should be covered by the prcgrém.;
Ctherwise, ve have the ridiculocus situation cf reccle belng

affecteu by exactly the kind of thlng the Congress

s.antlclpated when it pa sed the Act and showlng4up at1the‘deor-

of the Labor Pepartment and saying "Ckay.. Here.ﬁe are. ARe
are ready to be trained."”

The Secretary of lLabor says "Hell, it is touqh._ I mean
you do meet the criteria but we just cannot take care of

ycu."™ Sc either we implement the pclicies of the Ccngress

ALDERSON REPORTING COMPANY, INC, -
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or we have something in the law which is there in name only,
there on parer only tut the paper turns out to be waste
carer.

The Chairman: Well, I understand we have a vote in
progress. As I indicated we will have five votes back tc
back so there is no-way we are going to be able to ccme back.

I-will try to schedule if we can a meeeing in £-224
later ch this afterncon if we can get a quorum present.
Obviously nbbody'is going tc cdme tc this meeting with vctes
going oﬂ.A | |

| I_wént-to raise cne other:thing before we recess.
SenatdrgHeinz-raised on ghé ¥ay cver tc the Senate flocr when
wve might be able to act on health care for the unemployed.
We have to deal with the FSC tcdaf, and tomorrow is D-Day. I
mean, ycu start phasiné'dqwn benefits as I understand it
tomorréé;
| HeAhave~to gc tc ccnference yet with the Housé.-AQe-are,

hcpeful that that Hlll not be offered as an amendment tc that

'partlculaz blll uhlch we vould take up later todavye

But if we are going to leave here at 6 c'clock tcnlght 1t.
prohably will not be finished until tomorrow. Have. we found_
a way tc finance that .rrcgrarm? |

The administration did not like the tax rroposal we
suggested of income averaging. Do we have any mcre ideas cn

hcw to ray fcr it?

ALDERSON REPORTING-COMPANY, INC.
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Mr. CeArment: As I understand it the objection was tc

inccme averaging, that is, that it did not necessarily relate

to health care.
The Chairman: I think we need tc find something and
schedule it if not for a day certain then for a veek certain

so that members on btcth sides who have an interest in health

care for the unemployed are going to have a chance tc¢c vcte cn

it one way or the other. He do hope to finance it.

Seccndly, I hore we can schedule cur revenue sharing
conference. I talked with Congressman Bfooks; the Chairmgn
of thé Hcuse Conferees. He said he>cou1d not meet cn it for
a couple of Qeéks because he will nct_be’in town..

We. wculd like tc have an early cohference’date.scheduled
so that we can advise the.méycré and city officials that we
are going to~éddreés révehue_sharing_as soon as Mr. PBrooks
returns. |

Sénatorrnoynihan: Did ycu say'we are not going ‘to he»
akle to gét‘the FSC uthoday? |

The‘Chairmana It ﬁay come up todafw' I understand there
mayybé an agreement cﬁ'a,continuing :esclﬁticn fcf-twofhodrs
if that has béen reached and then following that will be
FSC. I also understand Seﬁator Eaker wvculd like to leave
between 6 and 7 sometime. I-dc not know how many amendments
are flcating around cut there, hopefully not too many, but it

wculd derend on what hargence.
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Jack, would that be all right. We cannot do anything
here.

Senatcr Danfcrths [Ncds affirmativelyl]

The Chairman: Okay. HNcw you have your moticn rending.
Did you cffer.a substitute, Senatcr Chafee?

Senator Chafees No, he wanted to vote on his and when ve

“ finish his I will gc over tc¢ mine.

The Chairmans All right. That is it.
[WNhereupon, at 12:30 the committee recessed .to reéonvene

at

[¥¥)

300 remo. in S£-205, the Capitcl.]
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{The committee resumed at 2:53 p.m. in roon 54205, the
Capitol.l |

The Chairman: We recessed this morning, and I promised
Senator Canforth we would try to get the grcup tcgetter. It
is going to be pretty harad té keep anybody here very longe.

He'have gct the ccntinuing resoluticn ccming up, and then
we have FSC, which is out of our committee, in about another
hour.. |

; So as I‘understand, whethet it makes any difference cr

hot,JI'have.discuésed-this matter again with the ONP
diiéctérf'ﬂg;‘§tcckman; He have not yet been able tc reach
Secretary Donovan, but Stockman hasvindicated that if it were
aistﬁaight-extension of_exisfing law, then that might be
sOmétﬁing"that-atAleast:the %¥hite House could swallcs.

 &931¢:IAsar»we have not reached Secretary Donovan. There
is g;caii that has leen placed, and it has nct been -
cqmpletédw ButAifAitriére the Danforth, even thcugh it has
been sﬁaled down;,versibn or any cther version that enlarées

presentzlav,.that'they could not accept it. And that is a

*7judgﬁentrue‘havé to make whether we want to get something .

passed. If in fact we had nc clkjecticn and strong suppcrt

.fOr‘the scaled down version, it might even be possible tc rut

it cn the FSC extensicn. If ycu get into some tig hassle,
then}:of course, we cannot hold that ur because that exrires

tomorrow nighte.
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Senatcr Danfcrths ¥r. Chairman?

The Chairman: Yes.

Senatcr Danfcrfh: You were talking tc ¥r. Stcckran, and
then I talked to ¥r. Stoékman, and he did sey what ycu have
said, except that he indicated tc me.that whatever it was, he
did not want it on the FSC.

Senatér Chafee: Héil, Ar. Chai:man, it seems tc me -- as

you know, I am for the extension because, one, I think that

» We areatutting back everybody else all cver the lot and-.

ﬁolding‘them"steady, and thus, we should do the same here.
Secondly,uif'we do- not do this, it is pretty clear we are
nét'going to get anytﬁing, Cr we are going to go thrcugh a
vetc process, and we are 1ia£1e to get nothing. So I am for
&.éttaight'extenSicn.ﬁ Aﬁd it Hcdid te my intenticn to raise
that after the vote on Senator [Lanforth.
The:Chairman# ‘I promised Senatorvlonq ve would-rép_on

his doo:'aﬁ'this pcint, and here is Senator Bentsen Jjust

. coming. im.. So we might notify -- I think he was down in 2€2.

Well, T guess it is a bird in the hand. There are some I

_might say who would prefer we do not extend it at all. I am-

p;otablx in that .grcup.
let us waii until Senatcr long arrives..
[Pause.]
We have got a working gquorum here now, soc let me just

review what I said earliere.
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‘The guestion is whether -~ there are scﬁe~cf us who,
frankly, do not want any extension, and T am in that
category.

The second guestion is whether. we want a straigh§
twvo-year extension, which I understand after talking to
Stcckman, at least the Hhite Hcuse -- well, at least OMEB; I
cannot speak to the White House -- wculd sign cff cn that.
Now I understand Stcckman and Conovan are conferring. I dc
not know vhat the Secretary might say.

They indicgted thej cculd not support the Lanferth
comrromise even thbugﬁ it_is a.straiéht ektension One€ year -
and:a somevhat enlarged program the second yeare.. Senmater
Eenfsen.had yet ancther thing that we talked abcut tke cther
daye. Senator Long h§s an amendment that he is interested ine.

But I guess the ﬁasic quesficn is whether we vant tc try
to répo:t»oﬁt somethind that has a chahce'qf being siéned,for
vhether we want to just repcrt cut scﬁething and just take
the chances with the White Fouse. Who knows what will |
hapren? I do not kno§ how we vant to proceed "ith.thi$~¥

Jack, dc you want tc offer your amendment and have aj#é#e
on that? |

Senator Canforth: Yes, Mr. Chairman. I will cffer nmy
amendment which was described by the staff today. Of course,
it is always anb iffy proposition as to whether or nct the

. . A _
President will sign a btill. The first year is exactly the
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same for both proposals. The guesticn is the seccnd. And
You have described what those differences are, whether it
applies to suppliers. Wy view is that it shculd for the

reason that they are in exactly the same pcsition as the

primary affected industry.

Secondly, whether the Secretary should ke regquired tc

crrovide the benefits. I think that is kind cf a sharn prcgrarn

if it exists in name only and on paper only, unless there is
somé requirement that the fuvrds are going tc te there for
those Qho.aré gualified and ready to engage in training
programs..

Thé‘Chairmana Senator Heinz.
- ‘Segator’ﬁeinz: Mr. Chairman, some of my colleagues may
not-havé been present'jqu befcre we came over here to vofe,
My view: is that if it is a fact that_Sena;or Danfcrth's
ptopbsal;wwhich I personally favor and which I am cc-sponscr
of;.is;in,fact goiﬁg‘tb be vetced by the President, and if

cur commcn sense teIIS'ué that it will be impossidle to get a

; two-thirds vote to override, which in my judgment it would be

- impcssible to so get, then this Senator would prefer to have

a two-year extension of the existing programe.

I vwould prefer that because that will help my

--constituents a lct mcre than nc program at all.

You have said that ¥r. Stockman would, as I understand

it, not reccommend a vetc to the President. Is that to say
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that the President wculd reccmmend cr wculd sign -- excuse nme
-~ a two-year extension of thé program; and would he veto the
Panforth bill? |
The Chairman: Is that directed toc the President?
Senator Heinzs It is directed tc ycu, ¥r. Chairman. T[c
Yyocu know?
~The Chéirman:. I assume that is generally the case. I
know he has not talked to the President abouﬁ it. What time
was it wve talked Hith him? Abcut --
Senator DPanforth: About an hour ago.
The Chairmans Atout aﬁ héur.ago.. Eut I can say that.
there was a.change in attitﬁde sihce early this morning when
I talked with Stockman. And, again, I chld-indicate;that he
is talkingfn6w with Séctetary Donovan; :
But the~ansvgr‘is,-I'think, VEery cléarly if we 1Cad_it':
np,»it isﬁgoing to_be vefoed.. I think‘the‘¢hancés are
excellent if géscan keép é stfaight authorizafion it will te
sig@ed, particulgrly if it has some strong s§pport.
I just'canngt:give you -— |
Senatot”ﬁeinzé Hr.~Chai£man} it‘is'difficdlf fcr any'cf*

us to really Jjudge what is in the best interests here of our .

- ccnstituvents. I resgpect what Senatcr Lanfcrth is trying te

do. Indeed, if I thought there was a chance that he would
succeed in what he is trying.té do, I wculd re feor it.

But I do not want this program to lapse, exgpire, go cut
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of business and end up a dé;d duck. And what if a number of
my 124,0C0 Fennsylvanians that have tenefitted frem the
program need that as well?

So I am inclined to supﬁcrt with the understanding that
the President is prepafed tc éign this kill. I am gcing tc
suprort Senator Chafee's amendment unless someone says
something that I dc¢ not kncws scmething abcut..

Senator Packwood: Tell me again the difference in cost
betveen Eanfcfth and'the-administ:atioﬁ?

The Chairmansz' Pardon?

‘Senator Packwood: .The difference in cost.

The chairﬁana. ciye him the CBO«numbépgq

Hr;nDeArheﬁta -The CBO'numbers;;the7Danforth rrcrosal
wéuld be 95 in the first feartand 205 in the sec&ndvyeaf-/
Thaf compares with -the Chafee amendment which Houldvbe 95.thg.
first year and 98 the second year..

' Senator Danfofth:c*YOu:have,dot a difference cf $100C
million, roughly. |

Mr. DeA;menta That is rcugh»i

'SénatoriHojnihan;.'ln'fiscél 1985.

:_Seﬁator Packvood:«_hnd the Secrétéry says the deficits dc
nct matfer-anywdy- |

The Chairméni. Hé has not said thaf this week;

Senator lcngs. Well, ¥re. Chairman, I have got a niﬁcr

amendment here that I would like to offer, in any event. I

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300



10:

11

12

13
145
15
16
r
18:

19:

21

R

24

would like to offer it to the Danforth amendment. It has tc

"do with employeé stcck ownershipe.

To say that where they rrovide assistance tc a firm that

you would faver the firm that has the employee stock

. ownershir prcgram, Lbecause I think that would help the

program succeed. And I think the exrerience has teen that

. where employees have heeh‘tIYing to take a company over, in

~ the caselof 62 percent of the time they succeed. And it

would only be a preference if somebody wanted to do it and
did not have a rlan and nckcdy else.was seeking tc dc the
same thing, why, it would give me no rroblem.
| I hope the Senator would agree to that mcdification to
hi$ amendment..

Senator Danforth: Yes. !

Senator Eentsens I have a dueétion on a point.that_vas
raised by Bob Packweood, or relates to it anywaye.
The:budgetvresolﬁticn for aid wvas about‘$162‘miilion;
¥r. LeArment: The budget resolution itself did nét hévé
any amount in there. It is the crosswalk.

Ht..Kassingera'_162., |

Senétor"Packwood:f Fof which year?

Hr. CeArments 1584,

The Chairmans But I might say the bdudget had a lot of
stuff in it that is never gcing tc --

Senator Chafee: The budget also had $73 millicn to be
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raised over five years, which we are not making much prcgress

2 on, at least as of this morninge.

3 Senatcr Canfcrth: BRéady tc vote?

4 .Senator_Packwood: Can I ask what Russell added?

5 The Chairmans He added a 1little ESCP prcvisicn.

6 Senator Packwood: I heard the ESOP part. I did not know

7 it fit in.

8. Senator lLoeng:s Where assistance is provided tc a firm

Q under this program, you would, if there are two firms who are
10 seeking to put these recple to work cr making a rrcpcsiticn,
11" the preference would be to the company that had'thé emploYee
12 stock ownership.plan.- Hépefully that would hean that in most
13. cases they wﬁuld'havé it; they wculd have scme stcck for

14 employees where they‘Succeeded.

155 Now, we have dcne that type of thing tefcore. Fcr

168" example, in. the Chrjslet situation we had a provision in
1Tfthefe tha£ reqniféd them to have some stock for empicyees;

18: and it is has been veny~goodf. It gave a lot of enthusiasm t¢
18: the vorkers, and the stock-is worth ailot more than they'paid
20. fcr in the beginning and all that.

21 Thé Chairmans: Well, i would just hore before ue vote"-

22 that we might defeat the Tanforth amendment and take up the

23: Chafee.
24. Do ycu want to call the roll?
25' Senator Heinz: M¥r. Chairman, you want tc have --

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300



RN

10

11
12

13:

14

153

16

17

18"

19
20.

21

24

€3

Danforth is just goind to te up or down, and what we are left

with if we vcte first on Danforth and then on Chafee, vwe

might he left with ncthing. I do not want to end ur voting

and ending ur with ncthing. Cculd we arrange the vcte

could end up with something?

The Chairman: I think that is the way Wwe have gct

arrangede..

Senater Heinz: A1l right. I'trusf the Chairmar's

cohntingr:

-Hr@-DeArmént: ﬂr. Eackucod.
‘Sénator‘PackwoodzziPéSs.

¥r. Eehimenta' Hr{ Roth;

The Chairmans No. |
| ﬂt.fDEAtmenta-'ﬁtm fanfcrfhm'
Senatbr‘Dgnforth;i Rye-  |
"ﬁt-éteﬂrment:- ﬁr.fchaféey

“.Sénatof Chafee:».Ho-;:'

Wr. DeArmentg ny~HeiﬁzL'
.Senatcf'Heinz:. Paséf
qnpﬁfneatmenizﬁ ur. Wallop.

éenatcr Walldp;y’ﬂp,.- | |

Mr. DeArments: Mr. Durenterger.

The Chairmans: No.

Mr.. LCeArment: ﬁrp‘hrmstrong.

The Chairman: VYNo.
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- Senator Yoynihan: Aye by proxye.

‘Senator Moynihans Aye.

Mr. DeArment: HNr. Symms.
The Chairman: KRc.

Mr. DeArment: H¥r. Grassley.
Senator Grassley: VNo.

Pr. DeArment: MNr. Long.
Senator Long:s Aye.

Kr. LCeArment: ¥r. Bentsen.
Senator Bentsen: Aye. .

¥r. LCeArment: PFr. Matscnaga.
Er. CeArment: #r. Moynihan.

Mr. CeArments. Mr. Eaucuse.
Senator Baucuss. Aye.-

Mr . Deﬁfmenta Mr. Eoﬁon;
Senator Bcron;- Ayé..
ﬁr..DeKrment& Mr. Bradley. |
Senator.Eradley:;’Aye.; |

Mr. DeArment: Mr. Mitchelle.
Senatcr  Mcynihan: Aye Ly prexye.
¥r. DeArménta Hf.APryor.

[No resconse.]

¥r. DeArments: XNr. Chairman.

The Chairman: Nc.

Senator Heinz: ¥r. Chairmzn, I am going to vote no.
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Senator Packwood:s I will vote no.

The Chairmans Just announce it.

¥r. DeArment: The'ayes are 9, the nays are 10,

The Chairman: Sc the amendmeqt is not agreed tc.

And do ycu offer --

Senatcr Chafee: Yes. J¥r. Chairmaﬁ, I cffer a straight
extension of the present existing proagranm.

The Chairman: ¥With the Lohg amendment?

~Senator Chafge: Has not ésked for it.

Senator Long:  Well, it vodld likevto cffer it as an
amendmenf to yours, Senafqr._

Senator Chafee: -Suré; I do‘an completely understand

“it. The only thing that bothers me, Eussell, is I can'See if

yqu,have_gdt tvo that are equél that you tilt it.. Shppbse

you: have got'Six,.and there is money for three, and cf the

six, two are ESCFEs?

Senator Long: Well, as a practical matter, what is going

to tend to harpen is vhen ccmpanies ccme in to apcly --
assume that they baveAqot ccmpetition r-vchancés ére’both,of
them will be butting an_emplcyee stock cwnership:ar:angemegt
in their prorosition.. | “
You see, we had a similar situaticn with regard to the
Ch;yslernthing, and my thought at thét roint was ncu; lcck,
if the governmert is going to put its méney into making this

thing succeed, it cannct succeed unless those workers are

! ALDERSON REPORTING COMPANY, INC,
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doing their rart to make it succeed. So if it werks, the
employees ought to own some stcck in the company. And that
is how it is with Chrysler. It is extremely successful.
That stock is now worth four times what it was at the tinme

that the government gct tehind it, and it has been a gocd

“thing.

Do ‘we not have an ESOP preference elsewhere in the law?
He. had it. 1In the ELAR law we had a rrcvision.

,H:s Moores: And_SEA is supposed to look favorably on
employee-stcék cwneréhip rlans.

Senator Chafee:» Well, éertainly considering the
sponSoriné,.considering the merits of the legisiaticn,:f ar
all fér ite | |

‘Senator Idngi; I'promiéé this will not get it vetoed.
This-#ill-not get your bill vetoced, -Senator. It is not that
hig'bf an item.. Asﬂalmattef of fact, ycu knov, Président |
Reagan isvoﬁ.the record as for the emrployee p:Oposition.-~

Mr. DeArmenf: Mr. Packwcod.

~ Senator: Packwoods - Aie.
‘.-Hr;ltekrmenta Hr. BRoth..

The Chairﬁaﬁa vAye.

Br. Lehrments: ¥r. Danfcrth.

Senator Panforth: Aye.

Hr.. Déhrﬁent: ¥r. Chafee.

Senator Chafee: Aye.
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¥r. DeAbment;- ¥r. Heinz.
Senator Heinz: Aye.

Hr. CeArment: ¥r. Wallcr.
Senator Wallop: No.

Mr. CeArment: ¥r. Curenkerger.
The Chairman: Aye.

Yr. CeArment: ¥r. Armstrong.
[No resronse.l

Hr. TeArments ¥r. Symms:

[Ec resronse.]

Mr. DeArment: Mr. Grassley..
Senator Grassleys: Aye.

Mr. CeArment: HMr. Long.
Sénator'Longa. hfer

Mr. DeArmente ¥r. Bentsen.
Senator'Eentseh:~ Aye.;
Ht.-DeArment=3 Hr; Hatsunaga@
(No resronse.]

Mr .. DeArment: Mr. Hoyﬂihah;
Senafcr'ﬂoynihana Aye..
Hr;uDeArment:. Hre Bgucus.
Senator Faucuss Aye.

Mr. DeArment: ¥r. Borone.
Sénétor,Eoron; Aye.

¥r., CeArment:s F¥r. Eradley.
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Senator Bradley: Aye.
Mr. Deﬂrme;t: Mr. Mitchell.
{No resronse.]l
Yr. CeArments Hr. ?ryor.
[No response.]
Mr. DeArment: ¥r. Chairman.
The Chai;man:- Rye.
-Senatcr denihan: Hcld it a seccnd, rlease.
Hra Hatsunaga votes aye and.Hr. Mitchell votes aye.
Mr. LeArmentz Thg vote then is-16 ayes t9~1'néy.
SehatOt’Dapforth;; Mr. Chairmah, is it my.understanding.
fhese Qctes amount tc, cne, an aﬁendment to the Hoﬁsenbili,
and tﬁo, é'committee amendment with respect_to;fhe Céffey _A
agreement? - | E |
Thé*Chairman:‘va that is satisfactory, it vill amend
toth thg'Hohse bills'sd you will haveitua shcts at it.iahd 
the Coffey agreement;- | | -
Er. LeArments - Sc we will fepcrtithefﬁouSe bill as
amended vith a Chafee substitute with the Long amendment, and
He,sill»repcrt cut a:separate ccmmittgé améndﬁent;.the'quer”
agreement bill pending on fhe calendar;
- Senator Canforth: That wili te vctedAonAtoday cr
tomcrrow, the Coffey agreement?

The Chairman, I assume today or tomorrow because it

expires tomorrow night. It is going tc expire anyway with

ALDERSON REPORTING COMPANY, INC.
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this améndment’on it unless the House just takes this
amerdment. I do not know whether they will cr ncte.

f think that is it. We will meet again Tuesday.

Yr. LeRrment: Then the ccmmittee by unanimous ccnsent -
orders us to rerort the bill?

The Chairmans: Yes. With these amendments.

Senator Panforth: And also the Coffey.

[Qhéreupon, at 3313 pem., the committee was recessed, tc

be reconvened on Tuesday, October 4, 1983.]
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24
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STATEMENT OF SENATOR JOHN W. WARNER
BEFORE THE SENATE FINANCE COMMITTEE
REGARDING THE GOVERNMENTAL LEASE FINANCING ACT
DIRKSEN 215

]§:80 A.M.

Mr. Chairman, members of the Finance Committee, I am
especially grateful to have this opportunity to appear before
the Senate Finance Committee to express my concerns over the
crippling blow the Governmental Lease Financing Reform Act will
have on a major segment of our nation's economy, and especially
on the economy of Northern Virginia.

A home has been provided for the federal government and the
myriad support services, tax—-exempt organizations, trade
associations which have come here because of the federal
government.

No other place in the entire United States would be &6 mere
negatively affected than Northern Virginia, the District of
Columbia and Maryland unless the amendments I have proposed are
adopted.

The federal government and other tax-exempt entities lease
large blocs of office space in the Crystal City and Rosslyn
areas and all along the beltway.

If this bil;1 is enacted as drafted, the owners of those
buildings will be penalized and the present tenants--the
federal government, the trade associations, state and local
governments—--will be made undesirable tenants.

As you recognized in your statement introducing the bill,
Mr. Chairman, the real property rules go beyond merely
preventing targeted abuses and impose limits on ordinary and
nonabusive business practices.

Senator Danforth, Senator Packwood and I have been working
together in an effort to write amendments which adress these
concerns.

I urge you to support amendments which will prevent the
unintended application of the bill to normal leases of
government and tax-exempt entities without diminishing the
bill's effectiveness in curtailing the targeted tax-motivated
transactions.

Real property lease of tax-exempt entities with durations,
including option, in excess of 10 years would be considered
"tax-exempt use property" under S. 1564.



If over 50 percent of a building is such property, the
percentage of the building so occupied would be depreciated
over the greater of 40 years or 125 percent of the lease term
under the straight-line method.

This is in contrast to the 15 year recovery period and the
use of either the straight-line or accelerated method provided
under ACRS.

Because typical lease terms often exceed 10 years, large
numbers of government and tax—exempt organizations would be
penalized for entering into normal commercial and residential
leases at market rates.

Such organizations choose to lease space because they find
that leasing is less expensive, requires less capital, and
provides more flexibility in meeting the space needs of their
operations than owning building space.

Thus, the decision of these entities to lease is based upon
non-tax consideration.

Unless amended, the bill will have unintended adverse
consequences for state and local governments and tax-—exempt
organizations, lessors to tax-exempt entities, local taxing
authorities, and the federal government.

The reduced depreciation deductions of affected buildings
would substantially reduce anticipated cash flows in buildings
with government and tax-exempt tenants and could result in
creating a class of "undesirable" tenants.

This legislation would encorage lessors to refuse to renew
leases of government and tax-exempt organizations when their
leases expire and to refuse to lease property to new government
and tax-exempt tenants.

It also would encourage lessors to raise dramatically the
rents of government and tax-exempt tenants in order to
compensate for the reduced depreciation deductions and the
reduced value of their buildings.

The value of existing buildings with substantial numbers of
tax-exempt tenants would decline because the sale of such a
building would trigger the application of the bill and the
consequent substantial reduction in depreciation allowances.

In addition, the reduced value of affected buildings would
result in lower property assessments and tax revenues for local
governments.

The reduced depreciation deductions also would provide a
disincentive to new construction and would reduce economic
growth generated by real estate development.



The federal government leases a substantial amount of space
because the private sector can build and operate functionally
equivalent space for less, according to studies by the General
Services Administration and the General Accounting Office.

Also, leasing satisfies the government's need for
flexibility to meet changing space requirements.

This bill would increase the leasing cost to the Federal
Government.

It also would bias against leasing the decision of whether
to lease Or own space.

If adopted, this legislation would encourage a massive
federal construction program and create a substantial new
requirement for federal borrowing at a time of record budget
deficits.

The decision on whether the federal government should
satisfy its space needs through leasing or ownership should be
based on a case-by-case consideration of which option -- owning
or leasing -- would provide space at the lowest cost.

The introduction by this bill of a bias against leasing in
the determination of whether to own or lease space is
ill-advised, particularly at this time in view of the current
debate over other proposals that would bias this determination.

These proposals include provisions of the Public Buildings
Act of 1983 (S. 452), the inclusion of the tax benefits of
lessors to the government as a cost of leasing, and changes in
the discount rate employed in comparing the costs of leasing
and ownership.
4QMAF

To avoid these consequences, I urge you to support wimeee
amendments to S. 1564:

1. The term of a lease (including options) should trigger
the application of the bill only if it exceeds 20 years.

2. The threshold requirement for triggering this bill
should be if one tax-exempt tenant leases one-third or
more of a single office building.

3. Leases (including options) entered into prior to the
effective date of the bill should not be affected by the
bill.

4. The penalty for exceeding the threshold amount of leases

affected by the bill should be straight-line
depreciation over 35 years.



I understand that the purpose of the long-term lease
provision of the bill is to deter leases that are actually
financing transactions used as a substitute for ownership, and
not to penalize normal lease arrangements.

The 10 year test now provided in the bill does not
accurately make this distinction.

The 20 year period I propose is more stringent than the
test advocated by the Treasury and adopted in H.R. 3110 by the
House Ways and Means Committee.

Under the Treasury and House proposals, the test would be
80 percent of the useful life of the building.

The Treasury has long argued that the useful life of a
building is 40 years or greater.

Under the 80 percent test, this useful life would result in
the application of the bill to leases exceeding 32 years.

The longer period advocated by the Treasury and the Ways
and Means Committee is a far better test for distinguishing
normal leases from leases that are a substitute for ownership,
the intended and appropriate targets of this legislation.

Indeed, in its testimony before the Finance Committee, the
Treasury recommended that the 10 year provision which it had
formerly supported be eliminated on the grounds that it would
"impose an unnecessarily rigid limitation on leases by
tax-exempt entities.”

However, while the longer period adopted by the House
Committee is substantively preferable to the 10 year test of
S. 1564, the Senate bill's concept of setting a fixed number of
years is desirable because it avoids disputes over useful life.

The amendment I suggest would combine the best features of
both bills: a period long enough to exempt normal,
non-abusive leases that is fixed so as to avoid wasteful
disputes between taxpayers and the IRS over the appropriateness
of the useful lives claimed in individual cases.

I understand that the 10 year test was established under
the assumption that most leases of tax-exempt entities would
not be affected.

Since this amendment would insure that the bill would not
apply to normal leases, as intended, it would have no effect on
the revenue raised by the bill.

I urge you to establish a threshold requirement if

one—-third of the building is leased to one tax-exempt
organization.



The 20 percent threshold contained in the House bill would
affect small buildings with a few tax-exempt lessees in
situations where such leases clearly are not a substitute for
ownership.

The application of the bill to leases executed before the
effective date of the legislation, including options contained
in such leases, would be unfair and would impose serious
economic penalties on those who entered into leases that were
proper under existing law and did not involve abuses.

The legislation would diminish the value of leased property
simply because a substantial amount of space had been leased to
governments or tax-exempt entities.

In addition, where financing terms are based on ACRS
depreciation allowances, the lessor may be unable to make the
required mortgage payments from the cashflow provided by the
rents, which were based on ACRS depreciation allowances, and by
the reduced depreciation allowances provided by the bill.

The 35 year deprecation period I proposed is preferable to
the depreciation periods of 40 years or 125 percent of the
lease term provided by the bill because it avoids the
possiblity that absurdly long depreciation periods would be
required for very long term leases.

In addition, there is precedent for a 35 year depreciation
period, since a 35 year depreciation period is used in section
168 for real property outside the U. S. and in section 312 for
computing corporate earnings and profits.

A 35 year depreciation period would allow the taxpayer less
than one half the depreciation deductions allowed under the
ACRS in the first 15 years.

Mr. Chairman, you have been extremely helpful in this
cause, and I am hopeful that with your continued wupport and
asssistance we will succeed in achieving the objectives you
desire anmd the modifications we feel are so vital to making
this legislation fair and equitable.

(#)



STATEMENT BY SENATOR MAX BAUCUS
SENATE FINANCE COMMITTEE

CPT MINUS 3 RESOLUTION
SEPTEMBER 29, 1983

MR- CHAIRMAN, DEFICITS HANG OVER OUR HEADS LIKE DAMOCLES’

SWORD, THREATENING TO CHOP-OFF RECQVERY-

THe CoNGRESSTIONAL BuUDGET OFFICE RECENTLY ISSUED ITS MID-YEAR
UPDATE. IT REPORTED THAT, EVEN IF THE BUDGET RESOLUTION IS
FOLLOWED == AN AWFULLY OPTIMISTIC ASSUMPTION == DEFICITS WILL

REMAIN IN THE $150~-200 BILLION RANGE-

- WHAT DOES THIS MEAN? EcoNomIsT LEONARD SILK RECENTLY SAID
THAT, AT THE RATE WE'RE GOING NOW, WE'LL ACCUMULATE MORE NATIONAL

DEBT DURING THE NEXT O YEARS THAN WE ACCUMULATED DURING THE LAST

207. AND THIS, HE SAID, “IS THE WORRY THAT..<HOLDS UP LONG-TERM

INTEREST RATES.”

HIGH LONG-TERM REAL INTEREST RATES HAVE AN ESPECIALLY BAD

IMPACT ON MY OWN STATE OF MONTANA. THEY CRIPPLE
INTEREST-SENSITIVE MONTANA INDUSTRIES LIKE HOUSING, TIMBER, AND
COPPER MINING- AND THEY INFLATE THE INTERNATIONAL VALUE OF THE
DOLLAR SO HIGH THAT, Now, MONTANAN EXPORTS LIKE BEEF, TIMBRER, AND

WHEAT ARE EFFECTIVELY SUBJECT TO A 25% SURCHARGE -

GIVEN THIS SITUATION, WE MUST SOMEHOW GET THE DEFICIT UNDER

CONTROL- THE QUESTION IS HOW. THE SOONER WE BEGIN DERATING

THIS, THE RETTER-

ONE FIRST STEP IN THE DEBATE IS THE RESOLUTION BEFORE THE



COMMITTEE TODAY. AMONG OTHER THINGS, THIS RESOLUTION INSTRUCTS
OUR STAFF TO “IDENTIFY MEASURES FOR INCREASING TAX REVENUES AND
REDUCING THE GROWTH IN NON-MEANS-BASED ENTITLEMENT PROGRAMS,"
INCLUDING “SUCH OPTIONS AS TEMPORARY MODIFICATION OF THE
{INDEXING' THAT BOTH INCREASES SPENDING ON ENTITLEMENTS AND
FOREGOES THE GROWTH IN REVENUES THAT WOULD OTHERWISE OCCUR IN
RESPONSE TO INFLATION." THIS, IN EFFECT, INSTRUCTS OUR STAFF TO

EXPLORE THE “CPI Minus 3“ PROPOSAL EMBODIED IN S. 1627.

MR- CHAIRMAN, THE “CPIl MinNnus 3” PROPOSAL EMBODIED IN S. 162/
1S A REASONABLE, GOOD-FAITH CONTRIBUTION TO THE DEBATE. [T
DESERVES OUR CLOSE ATTENTION. THEREFORE, | SUPPORT THIS

RESOLUTION TO EXPLORE IT-

'AT THE SAME TIME, [’M CONCERNED ABOUT SEVERAL ASPECTS OF THE

CPI MINUS 3 PROPOSAL. LET ME BRIEFLY DESCRIBE THEM.

FIRST, I'M CONCERNED THAT THE PROPOSAL MIGHT HAVE A
DISPROPORTIONATE IMPACT ON LOW- AND MIDDLE-INCOME TAXPAYERS. FOR
EXAMPLE, TAX INDEXING WILL BENEFIT MAINLY THESE TAXPAYERS, SO

REDUCING TAX INDEXING MAY HURT MAINLY THESE TAXPAYERS-

SECOND, I’'M CONCERNED THAT WE MIGHT SET A BAD PRECEDENT BY

REPEALING FULL TAX INDEXING. ['VE SUPPORTED INDEXING- IT’'s GooD

TAX POLICY, BECAUSE IT PREVENTS CONGRESS FROM SILENTLY RAISING
TAX REVENUE THROUGH “BRACKET CREEP.” IF WE REPEAL INDEXING BEFORE
iT STARTS, EVEN JUST PARTLY AND TEMPORARILY, WE MAY CREATE A BAD

PRECEDENT FOR ADJUSTING THE INDEXING RATE AS A WAY TO RAISE

REVENLUE -

THIRD, | AM CONCERNED ABOUT REOPENING THE SOCIAL SECURITY



COMPROMISE REACHED JUST O MONTHS "AGO-

FOURTH, |'M CONCERNED ABOUT MILITARY SPENDING- WE MusT

SPEND MORE ON NATIONAL DEFENSE. BuT THE PRESIDENT WANTS TO SPEND
EVEN MORE THAN THE DEFENSE DEPARTMENT CAN ABSORB. THE RESULT IS
THOUSAND-DOLLAR BOTTLECAPS AND OTHER SUCH ABUSES. THEREFORE, OLR
DEFICIT REDUCTION STRATEGY MUST INCLUDE MODERATE RESTRAINTS ON

THE INCREASE IN MILITARY SPENDING-

AND FIFTH, [’M CONCERNED ABOUT ACHIEVING A NATIONAL
CONSENSUS. LET's BE CANDID. THE ONLY WAY WE CAN RESPONSIBLY

ADDRESS THE DEFICIT ISSUE IS IF ALL SIDES PARTICIPATE.

SPECIFICALLY, THE PRESIDENT MUST PARTICIPATE. ALL HIS.
POLITICAL LIFE, HE'S COMPLAINED ABOUT DEFICITS. Now WE FACE THE
LARGEST EVER- THE PRESIDENT MUST TAKE HIS HEAD OUT OF THE SAND

AND JOIN THE DEBATE-

NoT THE DEBATE AROUT WHETHER WE SHOULD REDUCE DEFICITS, BUT

THE DEBATE ABOUT HOW-.

MR CHAIRMAN; [ APPLAUD THIS EFFORT TO FOCUS ATTENTION ON

WAYS OF REDUCING THE DEFICIT. | HOPE THAT OUR STUDY oF THE CPI-3
PROPOSAL WILL SPECIFICALLY ADDRESS THE THE POINTS [ HAVE RAISED

TODAY. | SUPPORT THE RESOLUTION-



