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Mr. President, I ask an article which

appeared III the Detroit Free Press re
garding the life of Mr. Mott be printed
in the RECORD.

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

FLINT :MOUl:NS MaTT AMID TRIBUTES TO

GMPIONEER
(By Tim McNuity)

Charles Stewart Matt, Flint industrialist,
philanthropist and one of the world's
wealthiest men, will be buried Wednes
day amid tributes from the city and corpora
tion he helped bUild.

Mr. Matt, once the largest indiyidual
stockholder in the General Motors Corp. and
founder of the world's fifth largest philan
thropic foundation, died early Sunday mern
ing in St. Joseph Hospital in Flint. He was
97.

Within hours of his death, Francis Lim
mer, mayor of Flint, declared a seven-day
period of mourning in the city and ordered
all flags fiown at half staff in honor of Mr
Matt, who earned the title of "Mr. Flint"
for his donations to the city and its schools.

In Detroit, Richard C. Gerstenberg, chair
man of the board of GM, which Mr. Matt
helped found, said of Mr. Matt: "Few men
deserve the title 'pioneer' more than he.

"Our sense of loss over his death is in
some measure compensated for by memo
ries of his long and full life of service to h!s
country, his city and our corporation."

In Lansing, Gov. Milliken said: "His name
will be etched in Michigan history and his
works will be a lasting monument to the
compassion he had for others."

Mr. Matt's death inspired other tributes
from educational and business leaders across
the state.

The body will lie in state at st. Paul's
Episcopal Church in Flint from 10 a.m.
to 9 p.m. Tuesday, according to his family.

Fttneral services wlll be at the church
at 11 a.m. Wednesday, with burial in the
Matt family mausoleum in Glenwood Ceme
tery, Flint.

At 3 p.m. Wednesday, there will be a
community memorial service at the Writ
ing AUditorium in Flint.

The family is asking that memorial con
tributions be made in Mr. Mott's name to the
Mott Children's Health Center in Flint, or the
Mott MemorIal Scholarship Fund, care of
the Flint Board of Education.

Mr. Mott had entered the hospital Jan,
28 with a cold. .

Mr. Matt was an imposing, craggy-featured
man who was known for his generosity With
millions of dollars and his' frugality with
nickels and dimes.

Mr. Mott was a friend of many of the pio
neers of the auto world. He was one of the
last survivors of the turn-of-the-century
businessmen who put the nation and the
world on wheels.

Dean of GM's board of directors, on which
he served from 1913 until his death, Mr. Mott
was also a former vice-president of the cor
poration and was chairman of the board of
the U.S. Sugar Corporation.

He became well known for his gifts, espe
cially in Flint, to education and cultural life.
His pride was the Mott Foundaticn, which he
formed in 1926 with 2,000 shares of GX\i stock.
The assets of that foundation have been
listed recently at almost $300 million.

The recipients of Mr. Mott's personal and
foundation generosity dot the flint map in
cluding the $1.5 million Mott Community
Center of Science and Applied Arts, the $2.6
mllllon C. S. Mott Foundation Children's
Health Center and the Charles Stewart Mott
Library.

His personal fortune has been estimated at
up to $500 million, making him one of the 15
richest men in the world.
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In 1963, he contributed $129 million worth
of GM stock to the Mott Foundation and a
year later gave $6 million to the University
of Michigan Medical Center for a children's
hospital il1 Ann Arbor.

At the time of his death he still owned, or
held in trust over 700,000 shares of GM stock.

Despite his Willingness to part with mil
lions of dollars for a good cause, Mr. Mott was
known as a string saver, a man who never
bought a paper clip because he saved the ones
sent to him and one who was giad to use the
back of envelopes for scratch paper.

Although he refused to play poker for more
than a dime stake, he was willing to cut the
cards for thousands of dollars If whcever wen
would contribute the Winnings to charity.
Few took him up on the offer.

Born in 1875 in Newark, N.J., Mr. Matt later
joined his father and uncle In two business
ventures, one a company that manufactured
soda fountain carbonating machinery and
the other, the Weston-Matt Co. in Utica, N.Y.,
which made wire wheels.

In 1902, the shift to artillery wood wheels
shut Weston-Mott and Mr. Matt traveled
throughout the country seeking new
business.

He found that fledging auto companies
needed axies and he took $250,000 worth of
orders Without ever having made one. He re
turned to Utica and worked on the design
and manufacture of the axles and filled the
orders.

In 1905, at the invitation of W. C. Durant,
father of GM, Mr. Mott visited Flint and then
moved his business there. Soon it became the
largest axle company in the world.

When General Motors was incorporated In
1908, Mr. Mott persuaded the company to buy
49 percent of Weston-Mott in return for GM
Stock. In 1913 GM bought out the remaining
51 percent, again for GM stock.

Mr. Matt left a $25,OOO-a-year post three
times to serve in the $300-a year post as
mayor of FUnt, in 1912, 1913, and 1918. He
was a candidate for the Republican nomina
tion for governor in 1920, but finished third
in a field of nine.

Mott served twice in the armed forces.
In the Spanish-American War in 1898 he
was a Navy gunner's mate during the Cuban
blockade. During World War I as an Army
major in charge of motor production in
Michigan and Indiana.

A man of immense energy, Mr. Mott drove
his own car until he was in his early 90s.
He was once an expert horseman and began
playing tennis when he was 50 but reluc
tantly gave it up when he turned 75.

Mr. Mott lived in an 18-room, slate-roofed
Georgian house in Flint. The house, dated
1916 in the stonework, was named "Apple
wood."

From his office on the flfth floor of the 16
story Mott Foundation bUilding and from
his back porch at Applewood, he could see
many of the buildings that resulted from
his generosity.

"Some people may think it's a crazy bird
who does that sort of thing," he once said,
"but I get more fun out of it than anything
eise. It's a lot more rewarding than taking
trips around the world."

A pipe smoker, Mr. Matt was a charter
member of the Arrowhead Pipe Club of
Flint and readily served as a timekeeper at
pipesmoking contests. After 1902, he re
frained from drinking except for trying a
single mint jUlep in 1924 which convinced
him, he said, that he was allergic to alcohol.

Although he never boasted about his gifts,
he said he created the Mott Foundation "be
cause I had observed how many well in
tended ideas and plans went astray after a
man's death,"

Mr. Matt married Ethel Culbert Harding
in 1900: She died in 1926. They had three
Children, Aimee Mott Butier of St. PaUl,
Minn., Elsa Beatrice Mott Ives of New York
and. Charles stewart Harding Mott of Flint.

In 1927, :Mr. Mott married Mittief Butter
field Rathbun. She died in 1928 and a year
later Mr. Mott married Dee Van Balkom
Furey. That marriage ended in divorce the
same year.

In 1934 Dolr. Mott married a distant cousin.
Ruth Mott Rawlings, who survives him. They
too had three chlldren, Suzan Elizabeth
Mott Webb of Birmingham, Ala., Maryanne
Turnbull Matt Meynet of Santa Barbara,
Calif., and Stewart Rawlings Mott of New
York.

Mr. Matt had 11 grandchildren and 15
great-grandchildren.

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Is there
further morning business? If not, morn
ing business is closed.

MESSAGES FROM THE PRESIDENT

Messages in wliting from the Presi
dent of the United states. submitting
nominations, were communicated to the
Senate by Mr. Geisler, one of his secre
taries.

EXECUTIVE MESSAGES REFERRED

As in executive session. the Presiding
OfficeI' (Mr. BIDEN) laid before the Sen
ate messages from the President of the
United States submitting sundry nomi
nations, which were referred to the ap
propriate committees.

(The nominations received today are
printed at the end of Senate proceed
ings.>

MESSAGE FROM THE HOUSE

A message from the House of Repre
sentatives by Mr. Hackney, one of its
reading clerks. announced that the
House had passed a joint resolution
(H.J. Res. 345) malting further con
tinuing appropriations for the fiscal year
1973, and for other purposes, in which it
requested the concurrence of the Senate.

HOUSE JOINT RESOLUTION
REFERRED

The joint resolution (H.J. Res. 345)
making further continuing appropria
tions for the fiscal ;year 1973, and for
other purposes, was read twice by its
title and referred to the Committee on
Appropriations.

RESTORATION OF RURAL ELECTRIC
AND TELEPHONE DIRECT LOAN
PROGRAMS

The PRESIDING OFFICER. Under the
previous order, the Chair now lays before
the Senate the unfinished business, S.
394, which will be stated by title.

The legislative clerk read as follows:
A bill (S. 394) to amend the Rural Elec

trificationAct of 1936, as amended, to re
affirm that such funds made available for
each fiscal year to carry out the programs
provided for in such Act be fUlly obligated
in said year, and for other purposes.

The PRESIDING OFFICER. The clerk
will report the pending Bellmon amend
ment.
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The legislative clerk read as follows:
Strike all after the enacting clause and

insert in !leu thereof the folloWing:
That th.,e purpose of this Act 15 to provide

for loans to certain borrowers under the
Rural Electrification Act of 1936 which shall
bear interest at the rate of 2 per centum per
annum.

SEC. 2. Section 4 of the Rural Electrification
Act of 1936. as amended (7 U.S.C. 904), is
amended by striking the second proviso and
adding in !leu thereof. the following: "Pro
vided further, That ail such loans shall be
self-l1quidating within a period of not to
exceed thirty-five years. and any loans which
are made for the purpose of extending or up
grading distribution lines in areas where less
than three customers per mlle are or will be
served shall bear interest at the rate of 2
per centum per annum:".

The PRESIDING OFFICER. Time is
under control. Who yields time?

Mr. BELLMON. I yield myself 5 min
utes.

Mr. President. the amendment I pro
pose is very brief and clear. It simply
says that 2-percent REA loan funds shall
be available to REA co-ops that need
these funds to build lines to provide serv
ices to areas where the number of cus
tomers is 3 per mile or less.

Yesterday. the distinguished Senator
from Minnesota (Mr. HUMPHREY) pointed
out that one purpose of this bill is to
send a message to the President. and I
agree with this purpose. because I feel
that the REA program is vitally needed.
I feel that the 2-percent money is needed
in certain circumstances.

But I am concerned about a different
kind of message that this Congress. this
Senate, may be sending out as we act
on this bill. I am concerned that we are
giving the impression to many American
people that farmers are greedy. that
we are trying to take advantage of the
taxpayer. I am afraid that in the long
run we are going to do far more damage
if we pass this bill as it now stands than
if we amend it so that it conforms to the
original purpose of the REA Act.

I also would agree with the Senator
from Minnesota that he is probably right
in saying that the President had no di
rect knowledge of the action taken' in
ending these low interest REA loans.

I also agree with him in some of the
comments he made about the OMB bu
reaucrats. There probably are people
down there who have been trying to do
damage to this program for a long time.
But I hope I can get the Senator from
Minnesota to see this bill as I do. and
perhaps he will decide to agree to my
amendment.

In the first place. we should all be
reminded that this was initially intended
to be a rural electrification act. It was
never intended to be a suburban elec
trification act. Yet. the most recent fig
ures we have been able to get show that
during calendar year 1972, the number
of customers per mile of new line-I
am talking about line just now being
constructed-averaged 14. Fourteen cus
tomers are served for each new mile of
REA line that has been built.

In my State of Oklahoma. which is
stil~ basically an agricultural State, the
estImated number of customers per mile
of new lines in 1972 was 7.26. Mr. Presi
dent. in our State the average farm is

500 acres. and you just cannot jam 7.26
500-acre farms into 1 mile. It takes al
most a square mile to contain 500 acres.
Therefore. the number of farmers per
mile would average approximately one.
except that they do tend to build their
homes along the highways and in the
areas that are served by rural water dis
tricts and rural electric services.

So the problem here is that we seem
to have gotten away from the original
intent of the act. which was to serve ag
riculture and the rural areas; and we
now seem to be serving largely suburbia.
This, to me, endangers the act and shows
that there is reason for some review of
the operation of this vitally important
law.

I have no objection to seeing the REA
co-ops serve the types of customers that
are indicated when the number goes up
to 14 per mile. But these are not farm
customers. They are subUrban people who
have decided to move to the countryside
to make their homes; they are com
mercial operations of one kind or an
other; they may be some kind of small
industry. The point is that they are
grouped together closely enough so that
there is no reason for making low-cost
loans for the simple purpose of bUilding
the lines necessary to serve them.

Initially, when REA starteci~-it was
necessary to build long lines to reach
from one farmhouse to another. But now
we see that the REA serves these types of
customers, and I invite the attention of
the Senator from Minnesota to the fact
that the latest figures show that there
are 14 customers per mile of new REA
lines.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. BELLMON. Mr. President, I yield
myself 5 additional minutes.

As I say, I have no objection to seeing
this kind of customer served with REA
electric power. They need it, and I am
glad to see them in the countryside. Most
groups can certainly pay cost of money
for the loans that REA has to make to
provide that service.

I believe that we ought to recognize
the fact that when we ask for special
concessions for this kind of customer, we
are simply making it more and more
difficult for Congress to grant low inter
est loans to the legitimate customer the
agricultural type of customer, who 'does
live in more sparsely populated areas and
does have to pay for it.

The Senator from Minnesota (Mr.
HUMPHREY) is much more experienced,
to begin With, than is the Senator from
Oklahoma. I have been here only a short
time, but I have noticed one thing espe
cially, and that is that Congress tends to
be long-suffering, tends to be, very often,
tolerant of a certain amount of ineffi
ciency. But suddenly we become aware of
the need for action, and we spring to life.
Then we act almost with a vengeance.
Now we pass every environmental bill
that any Senator can think up. We are
concerned now with a cure for cancer
and with public health and safety.

When I first came to the senate, I was
amazed at the low esteem in which the
energy industry was held. I have served
as chairman of the Interstate Oil Com-

pact Commission.! was appalled at the
action Congress took to cripple the in
dustry at the very time it needed a help
ing hand.

I call the attention of the Senate to
recent stories in the newspapers. I will
read the headlines:

Food Prices at 20-Year Record.

Another one reads:
Farm Prices Rise 7 Percent. Costliest

Month in 26 Years.

In this country, farmers and rural
Americans once had a bright image, but
now that image is becoming tarnished.
There seems to be a feeling that farmers
have been feeding at the public trough
for a long time and that now they are
getting fat and greedy. I believe Senators
who are friends of the farmer, as I con
sider both the Senator from Minnesota
and myself to be, should begin to face up
to the responsibility of getting agricul
ture's house in order. If we do not, the
entire Congress will.

The farm act expires this year. I can
sense a lot of resistance to renewing it.
I believe it will be a tremendous ca
tastrophe for the whole country if farm
ers go bankrupt. We need to show respon
sibility.

My amendment does absolutely no vio
lence to this bill; it actually strengthens
the bill, so far as agricultural America
is concerned.

Mr. President, REA was a rural elec
trification act. I will read the language
which appears on page 25 of the original
bill. It states that the purpose of the bill
is to provide rural electrification and the
furnishing of electrical energy to persons
in rural areas who are not receiving cen
tral station service and for the purpose
of receiving telephone service in rural
areas.

This amendment will not deny that
service to the original customers pro
vided in the Rural Electrification Act.
Thls amendment would help assure the
continued service of REA to American
agriculture and lessen the chances of the
day coming when perhaps the entire pro
gram would be repealed by a hostile Con
gress.

Yesterday the distinguished Senator
from Minnesota (Mr. HUMPHREY) said
he wanted to send the President a mes
sage. I agree. Obviously somebody down
there needs a message, particularly about
agriculture. But I am concerned now
with consumers ultrasensitive about food
prices. That message might cost agricul
ture not only the REA program but other
vitally important programs.

Mr. President, my amendment takes
care of the legitimate needs of American
agriculture. It also says that farmers are
fair and reasonable citizens who do not
want or need or expect special favors.

Mr. President, I urge adoption of the
amendment.

Mr. CURTIS. Mr. President, does the
Senator from Oklahoma have time re
maining?

Mr. BELLMON.Mr. President, how
much time do I have remaining?

Mr. CURTIS. Mr. President, I yield
myself 5 minutes on the bill.

The PRESIDING OFFICER. The Sen
ator from Nebraska is recognized.
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Mr. CURTIS. Mr. President, I rise in

support of the amendment offered by the
Senator from Oklahoma,

I feel there are certain basic problems
with the present Rural Electrification
Act and if REA is to remain a viable
force, these matters need attention now.
It is regrettable that such drastic ac
tion as the President has taken was
necessary to bring these problems to
the attention of the Congress.

In my opinion, the purpose of the
Rural Electrification Act was to bring
electricity to farmers and ranchers who
were not being served by private power
companies, and to carry 'out that historic
purpose I support continuation of the
2-percent loan program. This means I
favor 2-percent loans to build and up
grade distribution lines to farmers and
ranchers and for that portion of generat
ing equipment that is allocated for the
purpose of providing electric power to
farmers and ranchers.

I do not favor the subsidization of
rural electric customers who are not
farmers and ranchers. Of the 7 million
meters on REA loans, only 1.4 million
serve farms or ranches. Lines financed
by REA in 1972 averaged 14 meters per
mile. This does not indicate to me that
a great many lines are being extended
to farflung ranches and farms.

The substitute we are now considering
does not go as far in providing 2-percent
funds as I would prefer, but it is a move
in the right direction. I am pleased that
Chairman TALMADGE has asked our Sub
committee on Agricultural Credit and
Rural Electriflcation, under the chair
manship of the Senator from South
Dakota (Mr. MCGOVERN) to make an in
tensive study of REA legislation and
come up with some recommendations
for updating the act.

I am also pleased with a letter to
Chairman TALMADGE dated February 6,
1973, from Mr. Robert Partridge, execu
tive vice president of the National Rural
Electric Cooperative Association, in
which he stated:

Our organization . . . by recent decision
of our Board, is now intensively studying
possible amendments to the Rural Electrifi
cation Act in the light of Federal budget
and outlay strictures, the national economic
situation, and the financial conditions of
the individual rural electric systems. We
shall try to have our recommendations ready
whenever the Committee wishes to hear
from us.

Mr. President, I believe the substitute
offered by the Senator from Oklahoma
(Mr. BELLMON) is the appropriate step
at this time. I agree with him that if
we allow the situation to go unresolved
and to drift, and permit pOlitics to be
played between Congress and the Execu
tive we may find ourselves without an
REA program with the lower interest
rates to serve farmers and ranchers. I
believe that the proposal of the Senator
from Oklahoma is sound and fair. I be
lieve it will be acceptable to the rural
people of the United States. I urge its
adoption.

The PRESIDING OFFICER. Who
yields time?

Mr. HUMPHREY. Mr. President. am
I correct that there is 15 minutes on this
amendment for me?

The PRESIDING OFFICER. The Sen
ator is correct.

Mr. HUMPHREY. Mr. President, this
is a rather difficult assignment for me
to challenge the amendment of my
esteemed and good friend from Okla
homa (Mr. BELLMON), but I rise in op
position to this amendment because I
frankly believe it would add nothing con
structive to the present bill. On the con
trary, it might well serve to confuse the
issue and completely frustrate the pur
pose that the Committee on Agriculture
and Forestry had in mind when it re
ported S. 394.

For example, the amendment of the
Senator from Oklahoma would not com
pel or instruct the Administrator of the
Rural Electrification Administration to
reinstate and carry out a 2-percent loan
program. In fact, it would not compel
the Administrator to do anything. Thus,
it would completely negate the purpose
of S. 394-to require the Administrator
of the Rural Electrification Administra
tion to honor the law and carry out an
REA direct loan program in the full
amount appropriated by Congress.

Mr. President, the amendment offered
by my friend from Oklahoma would only
permit the Administrator of REA to
make 2-percent loans for the purpose of
extending or upgrading lines in areas
where iess than three customers per mile
are or will be served.

It would, therefore, be an exercise in
futility for Congress to pass a law giv
ing the Administrator of the REA such
permissive authority and which would
grant authority the Secretary of Agri
culture which he already has terminated.
It would be futile because at present
there is no REA 2-percent loan program.
It is as dead as McNamara's goat. There
would still be no REA 2-percent loan
program if we modify the eligibility re
qUirements for 2-percent loans, because
the issue before the Senate is whether
there is going to be a 2-percent loan pro
gram, whether it is three to a mile, four
to a mile, or 10 to a mile.

The amendment of the Senator from
Oklahoma would modify what is called
the criteria. There is great flexibility
under the present program. The Admin
istrator, as I pointed out yesterday in
the debate, can lay down rules and reg
ulations for what we call the mix of 2
percent loans and loans for supplemental
financing at higher rates of interest.

By the way, the Senator's amendment
still leave:; the rural telephone bank in
operative. The rural telephone bank
requires a mix of 2-percent money and
4-percent money. The Secretary of Agri
culture action has also all but abolished
that program as well. For us to stand
here in this body and to amend the pro
gram, without actually requiring that it
be reestablished \\'i11 accomplish nothing.

Moreover, I am opposed to making
these changes in basic law here on the
floor of the Senate. The committee has
not had an opportunity to really examine
the substantive impact of this amend
ment on the program itself.

We have not talked to REA users. We
have not talked to legal counsel. We have
not had a chance in committee to exam
ine the full ramifications of the amend
ment. We do not know how rural electric

and rural telephone borrowers would be
affected by this amendment.

We have a disagreement on that. The
National Rural Electrification Coopera
tive Association says the average meter
per mile is 4.4. The distingUished Sena
tor from Oklahoma says it is 14. However,
I must point out that meters do not nec
essarily relate to number of farmers or
customers per mile.

I live 39 miles out of Minneapolis. I
have four meters on our 29 acres. One
man pays the bill. So there are four
meters, but one customer. So we need to
get a lot more information on this ques
tion than we now have.

The American farmer has no greater
friend than the senior Senator from
Oklahoma. He knows I am sincere. He
and I have worked hand in hand on pro
grams that would benefit rural Amelica.
He is a cosponsor of the pending bill.

I would hope he would permit the pro
posal he has to go back to committee.
I have said repeatedly that all these mat
ters need to be examined, because that
is why we have the Subcommittee on
Rural Credit and REA, which is headed
by the Senator from South Dakota (Mr.
MCGOVERN). who has indicated that
hearings will soon be held on r.ll of
these questions. I believe that is what
the Senator from Oklahoma should be
doing.

Finally, I have just been looking at
the REA Act again. Listen to this lan
guage. This is the law we are trying to
restore now:

The Administrator is authorized and em
powered-

The bill before us changes the word
"empowered" to the word "directed"
to make loans in the several states and
Territories of the United States for rural
electrlfication and the furnishing of electri
cal energy to persons in rural areas who are
not receiving central service stations and for
the purpose of furnishing and improving
telephone service in rural areas. . . .

and so forth.
Rural areas inclUdes what? I can speak

with knowledge on what we mean by
such areas. I live in a rural area. My
town is Waverly, Minn., with a popula
tion of 600. The next town is Howard
Lake, Minn., population 900. That is a
rural area.

Then the next town is Waconia, popu
lation 1,100. That is a rural area. Then
there is another town called Watertown,
Minn., population 800. That is a rural
area. Some of these areas are are served
by Northern States Power. Frankly, I
buy my power from Northern states
Power. That is the line that serves my
cause. REA does not come down that far.
The REA line serves farmers to the
north of me and to the west, and serves
rural areas. It even serves a little gun
club over there. I hope that will not upset
anybody. We have a few people who be
long to a little gun club there. where we
go skeet shooting once in a while, and we
have to turn on the lights and have a
little electricity from an REA line.
Northern States Power is not ready to
put that line in there to give a few ]::eople
a little light to do some shooting. We go
there and tum on the lights and have a
little discussion about who the best
shot is.
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We are talking about the best program
this country has ever had-REA. Why
tinker with it? When did the Secretary
of Agriculture get a revelation from on
high that REA ought to stop? When did
they discover that 2-percent loans are
the worst thing that ever happened? As
a matter of fact, Mr. President, 2-percent
money is still needed for the rebuilding
of many lines. Two percent money is
needed for modernization. The REA
program, even 'With a certain amount of
continued subsidization will result in
bringing more money into the Federal
Treasury than anything the Secretary of
Agriculture can do to modernize agricul
ture, because it reduces the cost of pro
duction. That is one way to reduce food
prices. I hope we do not decide that we
are going to have to jack interest rates up
to a high level just because of some
body's ideology. Few people obect to
this program. Now they say we have to
have some restrictions.

I simply say the administrator of this
program has the power under existing
law to make the mix between 2-percent
money and higher interest rates.

The one argument is, Are you going to
have any program at all? The other
argument is, Is the credit under the
Rural Development Act program going to
supplant REA? That is the big issue.

The Secretary has said money can be
gotten under the Rural Development Act.
No rules or regulations have yet been
promulgated under the Rural Develop
ment Act. The Department of Agricul
ture is not prepared as yet to provide any
loans under that act. No such loans are
being made. We are being stalled. The
Rural Development Act was not designed
to provide credit as a substitute for credit
under the REA Act, Rural Development
Act credit is to be made available as a
supplement, not as a replacement of REA
Act credit.

The point that I tried to emphasize
yesterday was that even the General
Counsel of the Department of Agricul
ture, in his opinion to the Administrator
of REA, seriously questioned the legality
of trying to use rural development funds
or guarantees for rural electrification.

I just conclude by saying that we pro
vide credit and money all over the world
at 1 percent and 2 percent in grants and
loans, and I think if we are going to do
any more of that, we had better start
taking a look at what we are doing at
home.

I really appeal to my good friend from
Oklahoma. because I want his amend
ment to be considered in committee. I
really believe, and I say this most re
spectfullY, that we have the votes to
defeat this amendment. I WOuld prefer
to have it considered by the committee.
I wish I could privately, try to convince
him, to withdraw his amendment.

I would like the Senator, now that he
has made his case, to take that amend
ment to committee. He knows he will get
an early hearing. He knows I like to bend
over and give him the benefit of the
doubt, even when I think he is wrong. I
like the Senator from Oklahoma.. We
recognize that he has made a valiant
effort and has brought us some valuable
information, but I wish he would with-

draw the amendment and submit it to
the committee. It is only a few months
before we will have to review the whole
REA program, because we are going to
run out of funds in June. The Commit
tee on Agriculture and Forestry and the
Appropriations Committee will have to
look at the whole program very soon.

Mr. BELLMON. Mr. President, how
much time do I have remaining?

The PRESIDING OFFICER. The Sen
ator has 2 minutes remaining.

Mr. BELLMON. Mr. President, let me
begin by expressing my deep apprecia
tion to my friend, the Senator from Min
nesota, and I know he pleads with great
sincerity when he gives me the fatherly
advice that we should not have a vote
on this amendment. I realize there are
other issues involved than just what we
are going to do with 2-percent money.

At any rate, let me say that some of
the points the Senator raised need to be
clarified slightly. One is the statement
that the average was four customers per
mile. That is right, but in recent years
the new connections are averaging 14 per
mile, which shows that the character of
the program has changed.

Mr. HUMPHREY. Mr. President, did
the Senator refer to customers or me
ters? That has been a problem. I am not
sure whether he is referring to customers
or meters.

Mr. BELLMON. I cannot say in this
case. However, my experience with the
REA has been that not many people pay
for two meters if they can get away from
it. There is a minimum on meters. And if
a farmer can have just one meter, that
is the number he pays for. It is extra
neous as to whether it is meters or cus
tomers. There may be occasions when a
farmer would have more than one
meter. However, that is not normally
the case.

The character of the program has
changed. The national average is 3.9 per
mile. However, there were 14 per mile of
new line constructed in 1972. The need
for 2-percent money is not as great as it
was when it served the agricultural type
customer.

I would say that the question has
been: What is a rural area? It is indefi
nite. We included, I believe, 50,000 as
being rural in a bill last year, and I agree
with that. But that was not the intention
here. If we do not take steps to limit this
act to its original intention, we may wind
up losing the whole thing, and that is
where we differ.

It is one of the finest acts ever passed
by Congress. And I hope it will not be
changed.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. HUMPHREY. Mr. President, I
yield 1 additional minute to the Senator
from Oklahoma.

The PRESIDING OFFICER. The Sen
ator from Oklahoma is recognized for 1
additional minute.

Mr. BELLMON. Mr. President, I would
like to point out that the REA Is now
in the process of closing loans to three
locations. One is the Colorado Co-oP. and
the other two are telephone companies.
The new program is in operation. And
5-percent money is available. Some of

these loans w1l1 be"cIosedvefYquickly
some of them perhaps even tomorrow.

Mr. McGOVERN. Mr. President, the
amendment suggested by the senator
from Oklahoma (Mr. BELLMON) has a
great deal of merit. It is one of the ap
proaches which we should consider in
solving the problems of rural electric
financing.

But this is not the time or the place to
consider this amendment. We made it
clear yesterday that, upon the restora
tion of the REA 2-percent loan program
mandated by Congress, my Subcommittee
on Agricultural Credit and. Rural Elec
trification will begin exhaustive hearings
on this matter.

The spur of the moment is not the
proper time to consider a substantive
amendment to an act which has served
this country well for 38 years. Such an
amendment requires careful study.

The gentleman from Idaho (Mr. Mc
CLURE) said yesterday that there have
been abuses of the rural electric loan
program. He does not cite specific abuses,
but the strongest backers of the program
would concede that there may have been,
in a tiny fraction of the program, a very
few abuses.

But I submit, Mr. President, that what
abuses may have occurred in the past
are insignificant compared to what may
occur if this amendment is adopted
hastily.

To make 2-percent money available to
every cooperative with a density of less
than three consumers per mile of line
would be ideal for my State. Every one
of the 32 distribution cooperatives in
South Dakota has a density of less than
three customers per mile.

It would be good for my State, but it
may not be good for other States.

There may well be instances in the
Senator's home State of Oklahoma in
which a cooperative may serve fewer
than three customers per mile. but many
of those customers may be oil pumping
wells with near 100 percent load factor
and very little cost of service to the
cooperative.

If an electric cooperative has only one
customer per mile, but one of those cus
tomers is an aluminum plant with a quar
ter of a million dollars in annual electric
bills, the Congress may not wish to pro
vide that cooperative 2-percent money.

I wonder if the Senator from Okla
homa can tell us how many cooperatives
in the United States would qualify for
2-percent money under his amendment.
I wonder further if he could tell us how
many of those cooperatives are financial
ly sound enough to pay higher rates of
interest without raising retail rates to
the consumer.

And I wonder how this provision would
affect generation and transmission co
operatives. There is no specific mention
of them in the amendment, and in many
instances in Oklahoma, South Dakota,
and other States, the G & T's need 2
percent money every bit as badly as do
the distribution cooperatives.

What I am saying, Mr. President, is
that there is merit in the amendment.
but it needs to be examined in much
more detail than is possible on the floor
today.
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rural communities to finance essential
electric and telephone service.

One-third of the population of the
United States live in nonmetropolitan
areas. But half of the families below the
poverty level live there. The average per
capita income for all persons in rural
ai'eas is below the national level-and far
below the average in urban areas. For
people living in counties serviced by rural
electric systems, the average per capita
income is even lower.

According to figures supplied by the
N8tional Rural Electric Cooperative As
seciation, consumers on the lines of the
nonprofit rural electric systems would
have to pay to commercial lenders $18.5
million next year and every year in added
costs under the administration's 5 per
cent formula.

Mr. Gifford also writes:
Increascd lending under these pregrams

is designed to facilitate more rapid growth
in the financing that wlll be prOVided by the
National Rural Utlllties Cooperative Finance
Corporation, the Rural Telephone Bank, and
other private lenders.

But again, as NRECA points out
The National Rural Utilltles Cooperath'e

Finance Corporation was the creation cf the
rural elcctrlc cooperatives themsel,·cs to pro
vide supplementary non-government financ
ing on an orderly and cxpanded basis. The
Administration's unexpected termination of
the REA dlrcot loan program pUlls the rug
out from under C.F.C.'s concurrent loan pro
gram with the REA and raises a host of leg'll
problems in connection with the substitution
of insured loans under the Rural Develop
ment Act.

In sparsely popUlated rural areas, the
loss of 2-percent direct loans under the
REA program jeopardizes vital electric
and telephone service. Where popula
tion densities are lowest, struggling co
operatives may be unable to survive un
der the new 5-percent loan program.
Communities in Minnesota and many
other States are dependent upon these
cooperatives for essential service to their
residents and businesses. At stake is their
immediate economic well-being and the
prospects for future growth and de
velopment.

But regardless of the problem created
by the administration's termination of
this particular program, a much deeper
and more fundamental issue is involved.
If the executive branch can unilaterally
cast aside the Rural Electrification Act,
then which of our laws is secure?

In recent weeks, we have seen im
poundments of fiscal 1973 appropriations
for rural programs mount to nearly $1.5
billion. Not only the Rural Electrification
Act, but also the Water Bank Act, the
rural environmental assistance program,
rural water, community waste disposal,
subsidized housing and emergency disas
ter loans-all of these laws and programs
have been abandoned by the executive
branch without the consent of the COll
gress.

These actions pose a grave threat to
the integrity of our laws and to the sys
tem of checks and balances against the
abuse of power as provided in the Con
stitution.

By passing S. 394, the Congress can
respond firmly to the usurpation of
power rightfully vested in the Senate

Mr. HUJV.tPHREY. Mr. President, I
move to reconsider the vote by which
the amendmentwas rejected.

Mr. JACKSON. I move to lay that mo
tion on the table.

The motion to lay on the table was
agreed to.

Mr. MONDALE. Mr. President, as a
cosponsor of S. 394, I would like to urge
its prompt approval by the Senate. This
measure, introduced by Senator HUM
PHREY, is designed to restore the Federal
rural electric and telephone direct loan
programs.

On December 29,1972, the Department
of Agriculture announced that it was
abandoning the REA low-interest direct
loan program. In place, the administra
tion announced it was substituting a pro
gram of 5-percent interest insured or
guaranteed loans. This action, taken
without prior wanting to the Congress or
affected borrowers,' effectively nullifies
the provisions of the Rural Electrifica
tion Act of 1936, the Pace amendment of
1944, and subsequent legislation appro
priating money for the program. The De
partment of Agriculture and the White
House have claimed that the Rural De
velopment Act of 1972 provides the au
thority for cancellation of the REA di
rect loan program. But in drawing upon
the Rural Development Act, the admin
istration moved f1'.1' beyond any reason
able interpretatior. of congressional in
tent. The 1972 act in no way authorizes,
permits. or even alludes to a shift away
from REA direct loans.

Soon after the December 29 announce
ment, I wired Mr. Caspar Weinberger,
than Director of the Office of Manage
ment and Budget, and Agriculture Secre
tary Butz, urging that the decision to
cancel the REA loan program be re
scinded immediately. In that message I
pointed out the serious constitutional
questions raised by the program's termi
nation, the lack of notice and opportunity
for comment, and the strong doubts con
cerning the adequacy of the 5-percent
insured or guaranteed loan program.

I received a reply from the White
House under the signature of Mr. William
L. Gifford on January 12, 1973. I ask
lmanimous consent that the full text of
this letter be printed in the RECORD
following my remarks. With it, I ask
that an analysis of that reply prepared
for me by the National Rural Electric
Cooperative Association be printed for
my colleagues in the Senate to read.

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

(See Exhibit 1.>
Mr. MONDALE. Mr. President, in his

letter Mr. Gifford attempts to justify the
cancellation of the REA direct loan pro
gram, stating:

Reform of these REA loan programs wlll
achieve multiple objectives. It eliminated dI
rect Federal loans, thereby providing an op
portunity to private lenders to finance the
credit needs of REA borrowers through the
use of Federal guarantees.

Had the Congress wished to create a
program to assist private lenders, I sub
mit that such a law would have been
passed.. However, the Congres~in the
case of the Rural Electrification Ac~
was seeking to provide opportunities for

Hruska
Mathias
McClure
Packwood
Percy
Ribicoff
Roth
Saxbe
Scott. Va.
Taft

Bartlett
BeaU
Bellmon
Bennett
Brock
Buckley
Byrd.

Harry F., Jr.
Case
Cook

I urge the'defeat of the amendment.
Mr. HUMPHREY. Mr. President, I

yield back the remainder of my time.
Mr. BELLMON. Mr. President, I ask

for the yeas and nays.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the amend
ment of the Senator from Oklahoma. On
tltis question the yeas and nays have
been ordered, and the clerk will call
the roll.

The legislative clerk called the roll.
Mr. ROBERT C. BYRD. I announce

that the Senator from Indiana (Mr.
BAYH) , the Senator from California (Mr.
CRANSTON), the Senator from Indiana
(Mr. HARTKE), the Senator from Iowa
(Mr. HUGHES), and the Senator from
Washington (Mr. MAGNUSON) are neces
sarily absent.

I further announce that the Senator
from Alaska (Mr. GRAVEL) is absent on
official business.

I also announce that the Senator from
Mississippi (Mr. STENNIS) is absent be
cause of illness.

I further announce that, if present
and voting, the Senator from Wash
ington (Mr. MAGNUSON), the Senator
from Alaska (Mr. GRAVEL), and the Sen
ator from Indiana (Mr. BAYH) would
vote "nay."

Mr. GRIFFIN. I announce that the
Senator from Arizona (Mr. GOLDWATER)
and the Senator from New York (Mr.
JAVITS) are necessarily absent.

The Senator from Texas (Mr. TOWER)
is absent on official business.

The Senator from Tennessee (Mr.
BAKER) is detained on official business.

If present and voting, the Senator from
New York (Mr. JAVITS) would vote "nay."

The result was announced~yeas 29,
nays 60, as follows:

[No. 21 Leg. I
YEAS-29

Cotton
Curtis
Domenici
Dominick
Fannin
Fong
Griffin
Gurney
Hansen
Helms

NAYS-60
Abourezk Hatfield Nelson
Aiken Hathaway Nunn
Allen Ho1l1ngs Pastore
Bentsen Huddleston Pearson
Bible Humphrey PeU
Biden Inouye Proxmlre
Brooke Jackson Randolph
Burdick Johnston Schweiker
Byrd. Robert C. Kennedy Scott, Pa.
Cannon Long Sparkman
Chiles Mansfield Stafford
Church McClellan Stevens
Clark McGee Stevenson
Dole McGovern Symington
Eagleton McIntyre Talmadge
Eastland Metcalf Thurmond
Ervin Mondale Tunney
Fulbright Montoya Weicker
Hart Moss Williams
HaskeU Muskie Young

NOT VOTING-ll
Baker Gravel Magnuson
Bayh Hartke Stennis
Cranston Hughes Tower
Goldwater Javits

So Mr. BELLMON'S amendment was re
jected;
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and House of Representatives. ThIs
measure requires that the provisions of
the Rural Electrification Act be carried
out. It reaffirms the clearly expressed in
tent of the Congress that insured or
guaranteed loan authority under the
Rural Development Act may be utilized
as a supplement-but not a replace
ment-for the REA 2-percent direct loan
program.

Mr. President, I urge my colleagues in
the Senate to swiftly approve this im
portant measure.

EXHIBIT 1
THE WHITE HOUSE,

Washington, D.C., January 12, 1973.
Hon. WALTER F. MONDALE,
U.S. Senate,
Washington, D.C.

DEAR SENATOR MONDALE: This is in reply
to your recent telegram concerning 1973
funding for direct Government loans at 2%
interest to rural electric enterprises.

On December 29, 1972, the Department of
Agriculture announced that the REA elec
tric and telephone 2 % direct Federal loan
programs are being converted to insured and
guaranteed loan programs at somewhat high
er Interest rates effective January 1, 1973.
This action was made possible by the en
actment of the Rural Development Act of
1972 which provided very broad authorities
to make guaranteed and insured loans to
finance all types of community development
programs.

These programs are among those selected
for consideration for termination, reduc
tion, or reform as part of the continuing
review of Federal programs to identify those
that are no longer needed, are relatively In
effective, are excessively costly in terms of
their results, are of relatively low priority,
or are unnecessary as direct Federal activi
ties because their objectives can be well
served by private or State/local action. This
review was intensified as part of the effort
to hold 1973 Federal bUdget outlays to $250
billion and keep the outstanding public debt
within the statutory limit of $465 blllion
through June 30, 1973.

Reform of these REA loan programs will
achieve multiple objectives:

It eliminates direct Federal loans, there
by providing an opportunity to private lend
ers to finance the credit needs of REA bor
rowers through the use of Federal guaran
tees.

It substitutes Interest rates more attuned
to today's lending rates for the outmoded 2%
rate which was established in the mid 1930's
when the corresponding Treasury borrowing
rate was less than 2 %.

Since insured and guaranteed loans will
I:\ot have a substantial impact on the budget
and on the public debt, it will be possible
to provide increased loan resources for REA
borrowers within the President's $250 bll
Hon spending goal for FY 1973, and bUdget
ary stringencies in future years need no
longer restrict the availability of capital for
these cooperatives.

Increased lending under these programs is
designed to facllltate more rapid growth in
the financing that will be provided by the
National Rural Utilities Cooperative Finance
Corporation (CFC) , the Rural Telephone
Bank, and other private lenders.

Effective January 1, 1973, all REA loans will
be made as guaranteed and insured loans
under the authority of Section 104 of the
Rural Development Act. In order to meet
more fully the needs of REA borrowers, an
additional $200 mlllion in loan authority will
be made available over and above current
allocations. This wlU provide a total loan
authority of $618 million for rural electric
loans and $145 mlllion for rural telephone
loans in fiscal year 1973. These funds are in

addition to loans available to REA borrow
ers from private sources.

Loans to electric and telephone coopera
tives wUl be made on an insured basis at
5 percent interest.· (Guaranteed loans also
Will be available to electric cooperatives
where private capital is available on ddvan
tageous terms.) This rate is still substantially
lower than the comparable yield on long
term Treasury securities, and even lower
than commercial credit rates. Loans to com
mercial power companies and commercial
telephone companies will be guaranteed at
market rates of interest. Guaranteed and in
sured loans under the Rural Development Act
will supplement the availabUity of credit
from the private electric bank-"CPC", the
Rural Telephone Bank, and other private
lenders. .

Many details of this transition from the
authorities of the Rural Electrification Act
of 1936, as amended, to the authorities of
the Rural Development Act will require time
to work out. Borrowers and other interested
parties wlll be advised of the necessary
changes in loan requirements and loan proc
essing as rapidly as possible. Every effort will
be made to expedite these new programs in
order to meet the expanding needs of REA
borrowers.

I hope that the foregoing satisfactorily ex
plains the reasons for the actions being taken
on these programs.

Sincerely,
WILLIAM L. GIFFORD,

Special Assistant to the President.

NATIONAL RURAL ELECTRIC
COOPERATIVE ASSOCIATION,

Washington, D.O.
Han. WALTER F. MONDALE,
U.S. SeT.ate,
Washington, D.C.

DEAR SENATOR MONDALF: I hope the enclosed
analysis of points raised In Mr. William L.
Gifford's letter of January 12, 1973, concern
ing termination of the REA direct loan pro
gram for rural electric borrowers, wlll be
helpful. Please give me a call if you find
additional information is needed.

Sincerely,
ROBERT D. PARTRIDGE,
Executive Vice President.

Enclosure.

ANALYSIS OF POINTS CONTAINED IN LETTER
DATED JANUARY 12, 1973, AND DIRECTED TO
SENATOR WALTER F. MONDALE BY WILLIAM
L. GIFFORD, SPECIAL ASSISTANT TO THE
PRESIDENT
Page 1, paragraph 5: "It ellmlnates direct

Federal loans, thereby prOViding an oppor
tunity to private lenders to finance the credit
needs of REA borrowers through the use of
Federal guarantees."

The Administration's concern in "provid
ing an opportunity to private lenders" is
duly noted, but in this period of high interest
rates the money lenders seem to be doing
very well for themselves without more op
portunities being funneled to them by the
White House. The Congress has been inter
ested in reserving some opportunities for
people who live and work in the rural areas
of America, where the need for economic
backing continues to be critical.

Census returns demonstrate that although
only about one-third of the population live
in non-metropolitan areas, half of the fam
llles below the poverty level live there. The
average per capita Income for all persons in
rural areas is below the national level and far
beloW the average in urban areas. The average
per capita income for all persons living In
counties served by rural electric systems
(REA borrowers) Is even lower.

The Administration's "opportunity to pri
vate lenders" simply means that consumers
on the lines of the nonprofit rural electric
systems will dig out of their pockets $18Y:J

million more next year and every year to pay
the commercial moneylenders. This is the dif
ference between the REA 2% interest rate
which goes into the· U.S. Treasury and the
Administration's 5 % rate under the Rural
Development Act which goes to the "private
lenders," based on the announced $618 mil
lion program. If that loan level and Interest
rate should be maintained, then rural users
of electricity will have similar increments
of additional interest added to their electric
bills each year so that ten years from now
the additional levy for the benefit of Wall
Street amounts to more than $185 million
per year.

Page I, paragraph 6: "It substitutes inter
est rates more attuned to today's lending
rates for the outmoded 2% rate which was
established in the mid 1930's when the cor
responding Treasury borrOWing rate was less
than2%."

Aside from the merits of a 2% interest
rate-that the Office of Management and
Budget chooses to overlook-the REA loans
program and the 2% interest rate on those
loans was determined by the Congress and
has been maintained by the Congress on the
basis of careful and detailed annual review
of the program and Its capital needs. Neither
the White House staff nor the President him
self has the prerogative of setting aside those
laws and programs it chooses not to admin
ister. Under the historic balance of powers
prOVided in the Constitution, the proper
course of action would be for the President
to recommend to the Congress "interest rates
more attuned to today's lending rates."

Page I, paragraph 7: "Since insured and
guaranteed loans will not have a substan
tial impact on the budget and on the public
debt, it will be possible to provide Increased
loan resources for REA borrowers within the
President's $250 billion spending goal for FY
1973, and budgetary stringencies in future
years need no longer restrict the availablllty
of capital for these cooperatives."

Somebody on the White House staff is en
gaged in some cloudy thinking. The insured
5% interest loans program announced by
the Administration has about the same im
pact on the budget and on the public debt
that the REA 2 % direct loan program had.
The chief difference is that the benefit goes
to the "private lenders" instead of to rural
consumers of electric service.

The dlfference between 5 % interest charged
to the nonprofit electric systems and the
market rate which lenders will charge w1ll
have to come out of the U.S. Treasury, and
it wlll be every bit as great as the difference
between the 2% interest rate on REA direct
loans and the cost of money to the U.S.
Treasury. If there is a SUbsidy involved in
interest rate alfferentials, this is now a sub
sidy for Wall Street instead of for rural
people.

Page 2, paragraph 1: "Increased lending
under these programs is designed to facllltate
more rapid growth in the financing that will
be provided by the National Rural Utlllties
Coperative Finance Corporation (CFC), the
Rural Telephone Bank, and other private
lenders."

The National Rural Utlllties Cooperative
Finance Corporation was the creation of the
rural electric cooperatives themselves to pro
vide supplementary non-Government financ
ing on an orderly and expanding basis. The
Administration's unexpected termination of
the REA direct loans program pUlls the rug
out from under CPC's concurrent loan pro
gram with REA, and raises a host of legal
problems in connection with the substitu
tion of insured loans under the totally dif
ferent Rural Development Act which was not
created in Congress for this purpose.

If the Administration sincerely desired "to
facllltate more rapid growth in the financ
ing that will be provided by ... (CFe) ,"
then it needed only to implement the ad-
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visory language on the use of deferred re
payment of principal on REA loans, con
tained in every Agricultural Appropriations
Committee report since 1970:

"The conference on the 1971 appropria
tion bill also provided the following lan
guage In its report:

"'The Conferees have considered the dif
ferences in the language contained in the
House and Senate Committee reports recom
mending that the REA Administrator defer
repayments of principal on certain rural
electrification loans. After careful consid
eration of the Comptroller General's letter,
dated September 28, 1970, addressed to the
Secretary of Agriculture, the Conferees are
in agreement that there is authority in Sec
tions 4 and 12 of the Rural Electrification Act
to follow both the House and Senate Com
mittee recommendations, and that the Ad
ministrator, where he finds the financial
condition of a borrower is sound and where
the Government's interest is adequately
safeguarded, may, in exercising such author
Ity, proceed as follows: (a) by deferment of
repayments of principal on outstanding loans
for a period of three years in addition to any
previous periods of deferment: and (b) by
deferment period normally granted on new
loans made after the date of this report for
a period of three years In addition to the
deferment period normally gratned on new
loans under pre-existing practice. Such de
ferments may be made to meet local needs
or where desired by REA electrification bor
rowers to voluntarily invest amounts equiv
alent to the amounts of principal to be so
deferred in securities of the National Rural
Ut1l1tiesCooperative Finance Corporation.
It is expected by the Conferees that the REA
Administrator wlll report to the House and
Senate Committees actions taken by the REA
Administrator pursuant hereto when he
appears before the Committees to be heard
on appropriations for REA for fiscal year
1972.' ..

Page 2, in paragraph 2: "In order to meet
more fUlly the needs of REA borrowers, an
additional $200 mUlion loan authority will
be made available over and above current
allocations. '!'his will provide a total loan
authority of $618 mUlion for rural electric
loans •. ."

Congress already had appropriated $595
mUllon for REA direct loans in fiscal year
1973. The difference between that figure and
the one announced by the White House is
$23 mlllion, not $200 mlllion. In any event,
the delay in the loan-making process brought
about by the Administration's abrupt termi
nation of loans under the Rural Electrifi
cation Act makes full use of $618 million by
June 30 unlikely. .

AMENDMENT NO. 17

Mr. McCLURE. Mr. President, I call up
my amendment No. 17.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk pro
ceeded to read the amendment.

Mr. CURTIS. Mr. President, may we
have order?

Mr. McCLURE. I ask unanimous con
sent--

Mr. CURTIS. Mr. President, the Sen
ate is not in order. There are conversa
tions taking place in many parts of the
Chamber. The distinguished Senator
from Idaho is entitled to be heard on his
amendment.

The PRESIDING OFFICER. The Sen
ator's point is well taken. Senators will
please take their seats, and let us have
order in the Chamber.

Mr. McCLURE. Mr. President, I ask
unanimous consent that. further read
ing of the amendment he dispensed with.

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

Mr. MCCLURE'S amendment (No. 17)
is as follows:

On page 2, llne 20, after "3", insert" (a) ".
On page 3, between lines 3 and 4, insert

"(b) ", as follows:
"(b) Section 4 of the Rural Electrifica

tion Act of 1936, as amended (7 U.S.C. 904),
Is amended by adding at the end thereof the
following: 'Notwithstanding any other pro
vision of this Act, all loans made under this
section shall be made as follows:

.. '(I) A qualified borrower shall be en
titled to a direct loan on the total amount
of the approved loan at a rate of 2 per centum
per annum if, on the basis of the time in
terest earned ratio and the debt service
coverage prescribed in REA Bulletin 20-14
(as in effect in July 1972), the time interest
earned ratio of such borrower is less than
1.5 or the debt service coverage of such
borrower is less than 1.25.

"'(2) A qualified borrower, if the time
interest earned ratio of such borrower is 1.5
and above and the debt service coverage is
1.25 and above, shall be entitled to loans in
the folloWing amounts, based on the plant
revenue ratio as defined in REA Bulletin
20-14 (as in effect in July 1972) :

" '(i) a direct loan at a rate of 2 per cen
tum per annum for one-half of the amount
of the approved loan and an insured loan at
a rate of 5 per centum per annum for one
half of the amount of the approved loan,
when the plant revenue ratio is 9.01 and
above;

" '(11) a direct loan at a rate of 2 per cen
tum per annum for one-fourth of the amount
of the approved loan and an insured loan
at a rate of 5 per centum per annULn for
three-fourths of the amount of the approved
loan, when the plant revenue ratio is 8.01
to 9;

"'(111) an insured loan at a rate of 5 per
centum per annum for the total amount
of the approved loan, when the plant rev
enue ratio is 8 and below.'''

Mr. McCLURE. Mr. President, I ask
for the yeas and nays on my amendment.

The yeas and nays were ordered.
Mr. McCLURE. Mr. President, I shall

be very brief. I yield myself such time as
I may consume.

The PRESIDING OFFICER. The Sen
ate will be in order.

The Senator from Idaho may proceed.
Mr. McCLURE. The purposes of this

amendment were stated by me in gen
eral debate on the bill yesterday, and I
shall take very little time to explain it
further, but, just as the Senator from
Oklahoma, by the amendment just de
feated, was seeking a means by which
we can guarantee to the people of this
country the extension and not the end
of an REA loan program, so my amend
ment seeks to do the same thing, but in
a different way. It seeks to find a formula
by which we can guarantee that the Fed
eral taxpayers' money in the 2-percent
loan fund is used only where it is nec
essary to meet the needs of the Rural
Electric cooperatives that seek this kind
of financing, and to provide a flexible
formula for the blending of the 2-per
cent loan and the 5-percent loan funds
up to the point where the REA is suf
ficiently strong financially to be able to
pay the market interest rate.

If there has been criticism of the REA
loan program as we know there has been,
it has been in the area where we have
granted loans that were not justified by
the necessity and need of the REA. There

are some REA's and some 6 percent of
them, about 88 in the United States, that
are in such financial condition that they
desperately need this assistance, and it
should be made available to them. There
are others that do not need it. We should
not ask the taxpayers to pay the bill to
give all those who are in those groups
that do not need the assistance and all
those that fit between the two extremes
that have the degree of need which is 
measurable and which the formula con
tained in my amendment seeks to meas
ure and to guarantee. The purpose of
the amendment is to guarantee that
they will not be deprived of the funds
while Congress and the administration
debate the question of constitutional ju
risdiction, a question which by necessity
would end up before the Supreme Court.

Without my proposed amendment, I
believe that S. 394 will be vetoed. As
suming, even after long debate, requiring
considerable time, that the veto could be
overridden, can Congress guarantee that
funds will become available?

My amendment is offered based on two
assumptions. One, that it will meet the
desire for necessary budget expenditures,
thereby guaranteeing executive support.
Two, that the 5-percent insured loans
promised by the administration will in
deed exist at the time they are required.

If either of the two assumptions is
proved incorrect, then Congress will
have, in my opinion, no choice but to
engage in a necessarily protracted debate
with the administration, with the rural
electric cooperatives being hurt in the
meantime.

For that reason, I urge support for
this amendment so that we can meet
both the need to fight inflation and the
need to flght inflation and the need to
strengthen rural America.

Mr. HA...~SEN. Mr. President, w111 the
Senator from Idaho yield?

Mr. McCLURE. I yield.
Mr. HANSEN. I thank my distin

guished colleague from Idaho. I am
pleased indeed to offer my support to his
amendment. I think it should be under
stood by everyone in this Chamber that
if we are really concerned for what this
bill strives to do for the REA coopera
tives, there is every reason to support the
amendment of the junior Senator from
Idaho (Mr. MCCLURE) .

I say that because his amendment pro
vides that for those REA cooperatives
able to demonstrate an inability to pay
5 percent and remain in business, they
will be assured that 2-percent money will
be made available to them, as it has been
for 30-some-odd years.

It was back in the early 1930's when
the 2-percent interest rate on REA loans
became effective. At that time, the prime
rate was about 1.9 percent. There has
been no change over the period of more
than three decades in that interest rate.

With the size of the imbalance in the
budget. with the enormous demands
placed on the taxpayer's dollar for many
programs throughcut America, there is
no longer any valid reason to think that
this interest rate should continue for
REA cooperatives that have the ability
to pay 5 percent. That is still a. great
rate, and it is a far lower rate than is
available in the common market for any
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ordinary. kind of business. It· does face
up to the problem that is so much not
only on the mind of the President of the
United states, but also on the minds of
countless millions of American taxpay
ers who know perfectly well what un
controlled inflatior.. means.

If we are going to get a "handle" on
our spending and be able to exercise some
discernment on priorities that the public
now demands, I think there is every rea
son to support the amendment offered
by the distinguished Senator from Idaho.

I say that as one who happens to own
one share of REA stock. My little town
in western Wyoming is serviced by the
Lower Valley Power & Light. Less than
3 weeks ago, as I recall, there were a
number of people in my office from all
over Wyoming representing various co
operatives, and I told them then that
I would support any effort to assure as
sistance for the cooperatives in my State
and throughout the country that are un
able to pay 5 percent on the moneys
available to them through the loan pro
gram. That is precisely what the pending
amendment would seek to do.

I suspect there will be some votes-I
hope not many-but undoubtedly some
will be cast against this amendment, not
because it is without merit, not because
it does not answer the tough problem
that is being posed by the REA co{)pera
tives in this country, but rather by those
who seek a confrontation between Con
gress and the President of the United
States.

There are those who place politics
ahead of national need. I do not think
there is any question, in this instance,
but that the pattern seems to be de
veloping, as I read the newspapers, that
there are those who seek a showdown
with the President, who want to insist
that it shall be the responsibility of the
executive branch of the Government to
spend all of the moneys appropriated by
Congress.

Let me say to those persons who cling
to this point of view that they do not
read correctly the feelings and the senti
ments of the average taxpaying citizen
of this country.

I think there is no doubt at all, Mr.
President, that the majority of Amer
icans are solidly behind the President of
the United States in his tough fight to
bring down spending to a sizable propor
tion so as to halt or slow down the wild
fires of inflation.

I therefore hope that we can rise above
politics. I hope that we will be able, this
afternoon, on this vote now, to address
ourselves to the larger problem that con
cerns all 208 million Americans, in taking
all such steps as now are afforded to us
to see that we act in a responsible man
ner, to set:: that we make certain that the
fine programs implemented by the REA
over the years shall not be slowed down,
to insure that they shall be properly
funded, but not to require the President
by mandate to regardless of need spend
all of the money that is made available
to him as this bill unamended would. I
think that this bill, with the McClure
amendment in it, will be a step in the
direction that most Americans will say
will serve the highest public interest.

I urge my colleagues to give the Mc
Clure amendment their support.

Mr. McCLURE. I thank the distin
guished Senator from Wyoming for his
remarks.

I now yiald to the senior Senator from
Colorado (Mr. DOMINICK).

Mr. DOMINICK. I thank my friend
from Id3.ho. My colleagues, some years
ago. in my State, and I am sure it is true
in other States, there was a considerable
battle going on between the REA's and
the public utility companies, the so
called private investment companies.

It was a distressing thing to me be
cause what was creating this fight was
the fact that are3.S which the private in
vestment companies had not baen willing
to serve before, because of a low-popula
tion r3.tio, was being filled with people,
at which point they wanted to get in, and
that was an area where the REA's had
served before.

In order to try to bring this thing to a
head, I had the audacity-I suppose one
would say-to introduce a bill which
would have abolished all 2-percent in
terest money. The REA's, predictably,
gave me a real blast. I went to the State
meeting and reported on the bill, point
ing out to them that the American peo
ple were providing 2-percent money out
of their tax money, for which the Gov
ernment was borrowing at a rate of more
than 6 percent, and a private citizen
could not get a loan for less than 8 per
cent; that over a period of years there
was little or no doubt in my mind that
the 2-percent money was eventually go
ing to be killed off.

I recommended to them at that time
that they start looking into the methods
of setting up a bank such as the Farmers
Loan Bank and that they start doing
other things of this nature to find alter
native sources of funding for the REA,
as opposed to just the 2-percent money.
To my surprise, I found that at least 50
percent of the membership of the REA's
who were present at this meeting were
in agreement with me.

Recently, following the proposed cut
backs in the loan funds, I had a meeting
with my own State REA people. I re
ported again that we were going to have
problems with the 2-percent money, and
I pointed out to them what I hope other
States have done-I do not know how
many have done so. In ourState we have
created, under our public utilities com
mission, franchise areas. The State, in
other words, is growing. SUfficiently
strong so that each of the REA's has its
ovm area to work in, and a private utility
company has its own area; and if one of
them wants to expand into another area,
it has to go through the State commis
sion in order to get permission to do so.

This has cut down very largely on the
fights between the REA and the private
investment companies. But it has not-
if I may say so-cut down on the degree
of disagreement that has existed, as has
been pointed out so ably by the Senator
from Wyoming, on the use of 2 percent
money at a time when the Government is
paying a great deal more than that in
order to get the funds together just to
provide the necessary resources for the
rest of the governmental structure.

The· present head of the. administra
tion of the REA, Mr. Hamil, is from my
home State. He is a very fine administra
tor. He has been working for years to try
to find a method of distribution of funds
which would be of assistance to those
REA's which need 2 percent money and
which would provide other sources of
funding for those which do not.

It is my understanding that the present
formula that is being used doVv"Il there
and this is what I wanted to make sure
of from the Senator from Idaho-is sub
stantially along the lines of the amend
ment prEsented here. Is that correct?

The PRESIDING OFFICER. The time
of the Senator from Idaho has expired.

Mr. CURTIS. Mr. President, I yield the
distinguished Senator from Colorado 5
minutes on the bill.

Mr. McCLURE. I thank the Senator
for yielding.

I say to the Senator from Colorado
that the formula used here uses the same
three criteria in the same way that has
been worked out between the REA and
CFC. The CFC funds are not directly
involved in this amendment; but the
blend which was created in the formula
between REA and CFC is blended be
tween REA 2 percent and 5 percent
moneys upon exactly the same criteria.

Mr. DOMINICK. So, in effect, what
the Senator is doing is using a formula
which has worked quite adequately be
tween CFC and REA, and using it in
terms of 2 percent and 5 percent money.

Mr. McCLURE. That is correct. It was
a formul8. worked out between REA and
CFC, and it has the support of the Rural
Electric Cooperatives.

Mr. DOMINICK. I think that is impor
tant, and I think it ought to be em
phasized-namely, the formUla has the
support of the REA cooperatives.

It is a formula which is not new. It is
a formula which has been used before.
It is a formula which does take into
account the demands on the tax funds
which people are paying into this Gov
ernment day by day and month by
month.

It seems to me perfect nonsense for
us to be putting up a debt limit and
then raising it every year, and some
times twice a year-and it then does not
become a debt limit; and in order fa fi
nance that debt, we go out and borrow
from our own taxpayers at a rate which is
far higher than that at which we are
giving money away. It does not seem to
me that we ought to be doing that any
longer, particUlar when we do not abso
lutely need to do so.

I am happy to support this amend
ment.

Mr. HUMPHREY. Mr. President, I
yield to the senior Senator from Min
nesota.

Mr. MONDALE. Mr. President, I asked
for a minute or two of my distinguished
colleague's time to join, in the strongest
possible terms, in support of the Hum
phrey measure.

I do not know of any program in our
State that enjoys a broader or a deeper
bipartisan support than our Rural Elec
trification Program. As a result of it,
Minnesota was privileged-as most
States have been-to have modern, low-
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cost electrical service into areas which
were not served before. The need for
our rural electrification assistance 2 per
cent loan program is just as important
today as it was the day the program was
created. Because of the increased de
mand for electricity, the increased de
mand for modernization of electrical
service is just as compelling and as nec
essary in rural America as it was 30
years ago.

If this program is damaged, if the 2
percent money is largely denied or elimi
nated, it means that the areas that need
it the most-virtually all the rural areas
of Minnesota and most states-will not
be served in the way they must be served
if family farming ancl rural America are
to have a chance to survive and to pros
per.

This is a modest program. It is a small
program. It does not bulk large in tlie
budget at all. If rural electrification as
we have known it is destroyed, I think
that, more than anything else Congress
or the Executive can do, it will be. an
eloquent; unquestioned statement by the
American Government that we have de
cided, finally and officially, to turn our
back on rural America. I will not stand
for it. I intend to do all I can to support
the Humphrey measure.

The second point is that the manner in
which it was done raises the profoundest
constitutional issue. If the President of
the United states possesses power which
permits him to deal with congressional
enactments as though they were simply
advisory in character, if he can elim
inate, alter, delete, or obliterate a pro
gram at his option, unilaterally, as
though he has some sort of imperial
power which exceeds those found in the
Constitution, then we have a different
system of government, a presidential sys
tem of government, not a representative
system of government, as I have thought,
and as I think a plain and clear reading
of the Constitution suggests.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. HUMPHREY. I yield 1 additional
minute to the Senator.

The PRESIDING OFFICER. The Sen
ator is recognized for 1 additional min
ute.

Mr. MONDALE. So it is not only a
question of blocking an attempt to turn
this Nation's back on rural America, but
it is a more fundamental principle of
whether we have a representative system
of government.

For that reason, I hope the resolution
will be adopted without change.

Mr. HUMPHREY. Mr. President, I
yield to the Senator from Vermont, who
is a cosponsor of the bill.

The PRESIDING OFFICER. The Sen
ator from Vermont is recognized.

Mr. AIKEN. Mr. President, when we
vote in the Senate we base our decision
on what would be the effect of the pro
posal on the people of our own States.

In this case, I have to report that the
REA members in my State have an in
vestment in their plant and system which
is far, far in excess of the investment of
the average person who buys power from
a private utility company. That was the
original reason for the lower rate of in-

terest, that is the reason now. and that
is the reason I voted against the Bell
mon amendment, although I realized it
would be applicable in some parts of the
country; it would not be helpful to the
REA people of my State who are doing
such good work in the rural areas. So for
the same reason I will support them and
not vote for the McClure amendment.
But I realize that would be applicable
in some areas, also.

I think there is serious defect in the
bill before us. Section 5 of the legisla
tion is good. The President or the admin
istration was wrong in basing its deci
sion to raise the interest rate by using
the Rural Development Act of 1972 which
was not intended for any such purpose
at all. However, I shall ask the chief
sponsor of this measure, the Senator
from Minnesota, for an explanation of
another part of the bill when the proper
time comes.

In the meantime, I am supporting the
REA subscribers in my own State who
have invested, I guess, at least 50 percent
more than the average person who pur
chases power from private utility com
panies.

So I just wish to say why I am voting
against the amendment. I will ask the
chief sponsor of the measure to explain
another section of the bill later.

Mr. HUMPHREY. Mr. President, I
thank. the distinguished Senator from
Vermont for his expression of support
and his expression of interest in the bill.
Of course, it is weighed very carefully
and it has a very solid impact on the
thinking of the Members of this body.

It is my judgment that the amendment
before us is highly undesirable and I ad
dress myself to that amendment. I thank
the Senator from Vermont for his state
ment relating to the amendment of the
distinguished Senator from Idaho and
the oppositior. to it.

I rise in opposition to the amendment
of my distinguished colleague, the Sena
tor from Idaho (Mr. MCCLURE). This
amendment would first make borrower
eligibility for supplemental financing a
matter of statutory requirement instead
of administrative reqUirement, thereby
removing any flexibility the Administra
tor now has with respect to establishing
such requirements.

It should be noted here that the pres
ent law permits the Administrator of
Rural Electrification to provide for what
we call the mix between 2-percent money
and supplemental financing. That is
being done and it will be done in the fu
tW'e if this program is preserved. The
simple truth of the matter is that the
action of the Department of Agriculture
is to kill off, to terminate, to obliterate,
to put a cease-and-desist order upon 2
percent money. So what we are really
talking about here is whether or not we
are going to continue a program that will
afford us a so-called interest rate fur
nishing moneys between 2-percent money
and money in the conventional money
markets; as is now provided, for ex
ample, through the Cooperative Finan
cial Corporation. That is set up entirely
by REA cooperatives themselves. CFC
goes into the private money market and
gets substantial amounts of money to

provide borrowers with the means to
continue development and modernization
of REA services and facilities. That
money was purchased at conventional or
market rates of interest, mixed with the
2-percent money. The report of the com
mittee on pages 11, 12, and 13 describes
the present regulations. Those regula
tions are within the intent and purpose
of the law on the statute books.

Mr. Hamil. the Administrator, admin
isters those regulations.

Also the amendment of the Senator
from Idaho presumes that 5-percent
loans under the Rural Development Act
will become available, a matter which
even the Department of Agriculture's
own legal counsel questions at this point.
As the Senator from Vermont made clear,
credit under that set whether insured on
guarantees. was not designed to replace
credit made available under the REA
Act.

It was designed for other purposes.
Section 5 of the bill before us makes it
very clear that rural development funds
are supplemental, in addition, to REA
funds, rather than in lieu of or in place
of REA funds.

Furthermore, the McClure amend
ment woutd substantially reduce the
amount of 2 percent loan money that
could be made available to various classes
of borrowers. Borrowers with a plant
revenue ratio-PRR-of 9.01 and above
would be eligible for only 50 percent of
2 percent money, as opposed to a current
level of 90 percent. That group of clients
consists of one or two customers per
mile. If we are going to impose 50 percent
of rural development funds on that
group, we are going to put them out of
business. Obviously, the Administrator
thought so, because he promulgated the
present reguhtion, which shows 90 per
cent of 2 percent money and 10 percent
of what we call supplemental or outside
financing. So the McClure amendment
would basically alter that provisirm.

Let us look at another group. Bor
rowers with a blend of 8.1 to 9 would be
eligible for only 25 percent of 2 percent
money as opposed to a present level of
80 percent. and those with a PRR of 8
or below would not be eligible for any
2 percent loan money at all. Applying
that rule to this class of borrowers would
mean that 54 percent of all present REA
borrowers would be denied access to any
2 percent money. No private utility
can operate with any 4 or 5 customers
per mile. That is why we have been able
to come to some understanding between
private utilities and the REA. In my
State, we have a very good working
relationship.

What is would be done by this amend
ment would be to put into statutory law
a total reVision of present regulations.
We would put into statutory law a mix
of interest rates on money \\ithout giving
the administrator any flexibility to deal
with particular situations which may
come before him. To do that would be
most unfortunate. A matter of this com
plicated nature :'equires more than a few
minutes of debate in the Senate. It re
quires extensive hearings. We should
hear the General Counsel of the Departw

ment; the finance officers of the Rural
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Cranston Javlts Tower
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Gravel Magnuson

So Mr. MCCLURE'S amendment was re
jected.

Mr. HUMPHREY. Mr. President, I
move that the vote by which the amend
ment was rejected be reconsidered.

Mr. SPARKMAN. Mr. President, I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. HUMPHREY. Mr. President, I ask
for the yeas and nays on final passage.

The yeas and nays were ordered.
Mr. CURTIS. Mr. President, I yield 15

minutes to the distinguished Senator
from North Carolina (Mr. HELMS).

Mr. HELMS. Mr. President, the ques
tion before the Senate today is not one of
who favors rural electrification. We all
do, and certainly the junior Senator from
North Carolina does.

The real question, and a great many
taxpayers are raising it, is whether the
Congress can really justify, in this time
of great economic crisis, 2-percent Fed
eralloans to cooperatives at a time when
the Federal Government is paying three
times that much on the money it will
have to borrow in order to turn around
and lend it to the cooperatives.

Much has been said about the national
need for rural electrification. So that the
record may be clear, Mr. President, let
me reiterate-as emphatically as I can
that I favor taking electricity to every
farm that yet needs it. At the same time,
Mr. President, I feel that we should be
realistic, and not be misled about the
situation as it exists today. In 1936, only
10 percent of U.S. farms had the benefit
of electricity; today 98 percent of the
United States has been electrified. This is
a job well done, in which all Americans
can take pride. The face of America has
been changed; there is no doubt about
the record. But the same record also
shows that the job has been completed,
for all practical purposes.

We are living in changing times, and
REA has become part of those changing
times. As recently as 1950, 80 percent of
all electric connections made by REA
financed co-ops were for farms. By the
end of 1971, only about 19 percent
of all electrical connections were for
farms. Nonfarm residential connections
accounted for 71.6 percent--close to
three-quarters of REA-financed co-op
customers. Commercial and industrial
connections accounted for 6.6 percent of
the customers. Irrigation took 1.3 percent
of the connections, and other uses, such
as churches, schools, and so forth ac
counted for the other 1.4 percent.

The pattern which is emerging is clear:
Rural America is becoming suburban
America. It is true that many co-ops
still serve communities overwhelmingly
devoted to farming. But more and more
the need for expansion is generated by
the outreach of suburbia, and the flight
of urbanites from the crime-ridden cities
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this question the yeas and na~'s have
been ordered.

Mr. CURTIS. Mr. President, how much
time do I have left?

The PRESIDING OFFICER. The
Senator has 48 minutes on the bill.

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

The PRESIDING OFFICER. The
clerk will call the roll.

Mr. CURTIS. Mr. President, I beg the
Chair's pardon. Was the request for the
vote on the amendment?

THE PRESIDING OFFICER. Yes.
Mr. CURTIS. I withdraw my sugges

tion of the absence of a quorum.
The PRESIDING OFFICER. The

question is on agreeing to the amend
ment of the Senator from Idaho. The
yeas and nays have been ordered, and
the clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. ROBERT C. BYRD. I announce
that the Senator from Indiana (Mr.
BAYH) , the Senator from California (Mr.
CRANSTON), the Senator from Indiana
(Mr. HARTKE), the Senator from Iowa
(Mr. HUGHES), the Senator from Wash
ington (Mr. MAGNUSON), the Senator
from Wyoming (Mr. MCGEE), and the
Senator from Louisiana (Mr. LoNG) are
necessarily absent.

I further announce that the Senator
from Alaska (Mr. GRAVEL) is absent on
official business.

I also announce that the Senator from
Mississippi (Mr. STENNIS) is absent be
cause of illness.

I further announce that, if present and
voting. the Senator from Alaska: (Mr.
GRAVEL), the Senator from Washmgton
(Mr. MAGNUSON), and the Senator from
Indiana (Mr. BAYH) would each vote
"nay."

Mr. GRIFFIN. I announce that the
Senator from Arizona (Mr. GOLDWATER)
and the Senator from New York (Mr.
JAVITS) are necessarily absent.

The Senator from Texas (Mr. TOWER)
is absent on official business.

The Senator from Tennessee (Mr.
BAKER) is detained on official business.

If present and voting. the Senator from
New York (Mr. JAVITS) would vote "nay."

The result was announced-yeas 24,
nays 63, as follows:

INo. 22 Leg.]
YEAS-24

Domenlcl
Dominick
Fannin
Fang
Griffin
Hansen
Helms
Hruska
McClure

NAY8-63
Abourezk Dole
Aiken Eagleton
Allen Eastland
Beall Ervin
Bellmon Fulbright
Bentsen Gurney
Bible Hart
Biden Haskell
Brooke Hatfield
Buckley Hathaway
Burdick Holllngs
Byrd. Robert C. Huddleston
Cannon Humphrey
Chiles Inouye
Church Jackson
Clark Johnston

Electrification Administration; we
should hear from the rural electrics and
rural telephone borrowers themselves.

Again this amendment does not cor
rect any of the current problems be~g
created by the Administration's actlOn
'with respect to the rural telephone pru
gram. The rural telephone program is
now dead, unless we pass the bill before
us. I do not care what kind of case is
made; the rural telephone program is
dead. The law already says there has to
be a mix of 2 percent and 4 percent
money for rural telephones, 4 percent
through the telephone bank and 2 per
cent from REA funds. This amendment
does not address itself to that problem
at all.

I would hope that we would not de
bate an amendment of this consequence,
this importance, at this juncture in the
deliberations on the bill.

THE PRESIDING OFFICER. All time
on the amendment has expired.

Mr. DOLE. Mr. President, will the
Senator yield me a minute on the bill?

Mr. HUMPHREY. I yield to the Sen
ator from Kansas 1 minute on the bill.

Mr. DOLE. I wish to say. in response to
the Senator from Minnesota, that I
think the amendment offered by the
Senator from Idaho has great merit.

I think the best course has been sug
gested, and that is that we will be con
sidering new legislation in this field;
that the effort of the proposal by the
Senator from Minnesota and other co
sponsors-some 54 cosponsors-is to
demonstrate that we believe the program
should go forward as is. I have no quarrel
with the admendment, but I believe it is
in our best interest to pass the measure
before us without amendment.

Mr. McGOVERN. Mr. President, the
amendment suggested by the Senator
from Idaho (Mr. MCCLURE) would ac
complish some of the same objectives as
sought by the earlier amendment. It
would do so in a much more complicated
manner.

I wonder whether the senator from
Idaho can tell us how many cooperatives.
under his formula, would qualify for
full 2-percent funding, how many would
qualify for half 2 percent and half 5 per
cent, how many would qualify for the
75-25 split, and how many would have
to pay the full 5 percent.

It may be that the proposal is meritori
ous, but it shOUld be studied in depth.
That is what I propose to do in my Sub
committee on Agricultural Credit and
Rural Electrification.

We would be most pleased to have the
Senator from Idaho bring this proposal
to our subcommittee, buttressed by hard
facts and an explanation of how it would
work.

But the amendment should be de
feated today, both because we haye had
insufficient time and opportumty to
examine it, and because it is peripheral
to the central issue before us today. That
issue, I remind my colleagues, is whether
the administration can abrogate an act
of Congress in the manner in which it
has killed the rural electric and tele
phone loan program.

The PRESIDING OFFICER. The
question is on agreeing to the amend
ment of the Senator from Idaho. On
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into the relative peace of rural America.
Nobody likes to pay more money for any
thing. particularly when they have been
getting a free ride. However. I think that
suburbanites are proud enough to pay
their own way.

Now there has been much talk empha
sizing that the REA Act was for rural
electrification, and was not intended only
to service farms. The implication is that
the burgeoning record of new suburban
customers of rural electric cooperatives
is perfectly justified. This interpretation
simply does not fit with the original in
tent of Congress In passing the act.

If anyone takes the trouble to look up
the original Senate report of February
17. 1936. the intention of the lawmakers
was spread upon the record. I quote:

Experience shows that nothing can be
more beneficial to the farmer and that
nothing will add more to the comfort. satis
faction, and happiness of the rural popUla
tion than the electrification of farm homes.
As a matter of fact. the farmer should be
come. alld undoubtedly will become, a much
better consumer of electrIcity than the dwell
er In the city. The farm home has use for
all the electrical appliances whIch can be
used by the city dweller. but. in addition
thereto, he has many uses for electric power
which the city dweller does not have. In fact,
these special uses constitute one of the chief
reasons why electrification on the farm
brings more satisfaction than the electricfi
cation of the city home. If the price of elec
tric current Is made reasonable, the farmer
will use much more electricity than w1ll the
city dweller.

Mr. President, I remind Senators that
this is the language of the 1936 report.
and I emphasize the continuous and re
peated use of the word "farmer" in con
nection with this act.

I continue to read:
There are numerous uses to which the

farmer can apply thIs power which have no
application In the city. Tn additIon to all
the uses which are appl1cable to the cIty
home. tbe farmer uses electric power for
grinding feed. pumping water. and perform
ing a hundred other services. thus avoiding
the drudgery and labor whIch so often makes
life in tbe farm home undesirable, as com
pared with life In the city.

Mr. President. the REA Act did not
contemplate suburban electrification for
the simple reason that SUburbia is a
modern phenomenon.

The purpose of the REA Act was
straightforwardly to get electricity on
the farm. I submit that we have already
put electricity on the farm. The REA co
ops are now adding customers at the
high-density rate of 14 per mile. This
quite strongly supports my contention
that the area of maximum potential for
co-op expansion lies in the drift toward
suburbia. and is in fact being accom
plished there.

Nor is this the only fact we learn from
looking up the intention of the lawmak
ers of 1936. Much is being made today
of the need to subsidize the REA co
ops with low-interest rates. It is even
said that some co-ops will go bankrupt
or into the red if 2-percent loans can
no longer be made. At the present time.
the annual Federal SUbsidy amounts to
over $240 million. We are told that there
are some 88 co-ops that are in such
shaky financial condition that they can

not even qualify for outside loans and
rely wholly on REA.

I will go into this problem in a mo
ment, but first. I want to touch upon the
congressional intent as to subsidies. To
be blunt. it was never intended that REA
should operate its loan program upon a
subsidy basis. The. House report said
fiatly:

No grant or subsidy is provided for in the
blll.

In the congressional debate of 1936 the
Senate bill provided that the rate of in
terest be not more than 3 percent per
year; the House bill provided that the
rate of interest be not less than 3 per
cent per year. The conference report
provided a compromise in which the in
terest rate would be equal to the average
rate of interest payable by the United
States of America on its obligations, hav
ing a maturity of 10 or more years after
the dates thereof. issued during the last
preceding fiscal year in which any such
obligations were issued. In other words,
the original intent was that the interest
rate be roughly comparable to the cost
of money borrowed by the Federal Gov
ernment.

Mr. President, the financial picture of
the United States has changed some
what since the depression years of the
thirties. There is no longer much 2-per
cent money going around. There is no
need to continue a subsidy long after the
need for a subsidy has passed. and cer
tainly when no subsidy was intended in
the first place.

Nor can it be said that money will be
unavailable for electrification purposes.
The effect of the present annual $240
million subsidy was actuallY to make less
credit available from Federal sources, be
cause of the crisis of the bUdget situa
tion. By channeling Federal funds
through the Rural Development Act, the
administration has actually expanded
the amount of credit available to l1lral
electric cooperatives. RDA provides for
insured and guaranteed loans, financed
by private lenders, thereby enlarging the
credit pool. Total Federal loans for elec
tric and telephone co-ops will be $200
million larger than earlier planned by
the Presidentfor both 1973 and 1974. The
loans will total about $760 million, since
Federal costs are lower.

Of course. Mr. President, a 5-percent
loan is not as favorable as a 2-percent
loan. But. Mr. President. there are mil
lions of American taxpayers-the people
who pick up the tab for all Federal sub
sidies-who would be delighted to be able
to borrow at 5 percent. The question,
then, is· whether rural electric coopera
tives need-and the proper word may
very well be deserve-the favoritism of
2-percent loans.

I am aware of all the arguments. I
know that one can always find excep
tions-cases of mismanagement, extreme
economic conditions, fiuctuating power
costs. Yet even on the official record, only
88 co-ops have been cited as not strong
enough to obtain non-REA financing
under present regulations. This is 88 co
ops out of 1,094 active REA borrowers.
At the other end of the extreme you find
affluent co-ops that actually subscribed

their surplus funds to the Rural Utili
ties Cooperative Finance Corporation to
be lent out again at 7%-percent interest.

During the subcommittee hearings on
this bill. I asked Mr. Robert D. Partridge,
executive vice president of the National
Rural Electric Cooperative Association,
to submit to me examples of financial
statements of co-ops whose solvency was
endangered by the loss of future-I em
phasize the word "future"-2-percent
loans. Mr. Partridge declined to back up
such claims. In a letter to me he wrote
as follows:

Rural electric systems share with all other
business enterprises an abhorrence of any
prediction of their bankruptcy. Hence, It
would not be appropriate-even if possibie
for me to supply a l1st of endangered rural
electric enterprIses.

Mr. President, I can see why any co-op
would be reluctant to have the spotlight
of publicity turned upon itself in such a
context. Nevertheless, co-ops are public
institutions. If the industry claims that
some of its members are endangered by
the administration's actions, then cer
tainly there must be some co-ops whose
management is so flawless and whose cir
cumstances are so much the result of out
side circumstances that this claim be
substantiated.

However, I was able to get a few finan
cial statements on my own initiative.
although not in time to do an exhaustive
analysis of them all. Choosing one at
random. however, I note that its quality
of management is not remarkable. In
1972, it bUdgeted a deficit of over $28.000.
This strikes me as a rather unusual pro
cedure-to budget a deficit. This co-ops'
cost of purchased power as a percentage
of total expenses increased from 39 per
cent to 46 percent from 1971 to 1972.
Since the power companies that sold the
power were under price controls and
could not have increased the cost per
unit, this increased percentage is not
easily explainable.

I also note that 13 percent of the
co-ops' hookups were idle during 1972.
This is awfully poor planning, or bad
luck, one or the other. Another problem
with this co-op.-a major problem-was
its extremely high rate of capital invest
ment-over 10 percent of the total in
vestment in the utility plant was made
during 1972. Furthermore. maintenance.
renewal. and replacement deficit was ex
tremelY high during 1972. indicating
poor planning for future potential.
Finally, this co-op has made long-term
investments out of short-term financial
sources. It is no wonder that they have
problems.

I bring this forward for the light it
sheds as a specific example. I do not
generalize. nor have I had the time to do
more than a hasty examination. At the
same time. I wonder about the quality
of management these marginal co-ops
are getting. The average manager's
salary for the dozen co-ops I examined
was nearly $18,000. Some ran in excess
of $21.000.

At any rate. I can hardly believe that
a rise in the interest rate for a partion
of new obligations will make or break
our co-ops at this stage of rural electri
fication. Electric loan funds are cur-



4910 CONGRESSIONAL RECORD-SENATE. February 21,1973

rently being advanced by REA at a rate
of about $450 million per year. It is evi
dent that on an overall basis the average
interest rate on outstanding REA loans
will increase very slowly. For the indi
vidual co-op, interest expense is a some
what minor part of the total cost of
operating rural electric distribution sys
tems. The interest expense as a peraent
of operating revenue has been steadilY
declining since 1967. In 1971, it amounted
to 4.3 percent of the operating revenue of
electric distribution systems. This may
be compared \\-ith the cost of purchased
power, which amounted to 44.2 percent of
operating revenue. Certainly the cost of
interest is not the most serious financial
challenge facing electric distribution
borrowers.

The fact also demonstrates that an
increase in the interest rate from 2 to 5
percent would not appreciably increase
the electric bill per meter, as has been
suggested. On the average, if future REA
loans were to carry 5-percent interest,
5 years from now this would represent
an additional cost of less than 50 cents
per customer per month. That is what we
are talking about, Mr. President. Thus,
cries that a 5-percent interest rate on
future loans would cause rate increases
beyond the ability of subscribers to pay
are simply unfounded. If any co-op
should suffer financial failure, it is most
likely to result from other problems than
an increase in the loan rate.

Now let us look at what this 2-percent
money that S. 394 proposes to retain
would really cost the taxpayer. Let us as
sume that the Government has to pay 6
percent for the money it has to borrow
to finance future REA loans. And let us
further assume that the 2-percent money
is loaned to the co-ops for the usual 35
year period. Under these circumstances,
the taxpayer will be asked to pick up the
tab-to pay a subsidy to the co-ops of
$389.45 for each $1,000 they borrow.

Since when is it good business for the
Federal Government to charge the Na
tion's taxpayer $398.45 for each $1,000
it lends to local rural electric coopera
tives-for no justifiable purpose except
to subsidize the co-ops' customers a few
cents each per month?

And when one considers that USDA
estimates that it will lenc' $3,440,000,000
to electric and telephone borrowers over
the next 6 years, this interest subsidy
the difference between the 5-percent and
2-percent money-would amount to
$2,245,632,000. That is a lot of money. I
do not think we should make that kind
of a commitment under the circum
stances.

Finally, I would like to address one
additional problem that has been raised
by IT.any critics; namely, the usurpation
of congressional prerogative. It has been
claimed that the President has acted
without consulting Congress and has
summarily put an end to a program of
the greatest importance.

I find it difficult to follow this argu
ment. If anything, the President has
brought to a graceful close a policy which
has long since served its purpose, while
providing for a continuation of its pur
poses in an efficient manner. Neverthe
less, few of the stanch defenders of

congressional prerogative have alluded
to the fact that the REA itself is a sym
bol or the abrogation of congressional
prerogative. The REA was not estab
lished under legislative enaetment. It was
established by President Franklin D.
Roosevelt by Executive order signed May
11, 1935. This was more than 1 year be
fore REA was legitimized by the REA
Act of 1936'. I see no anomaly in a pro
gram which was, in effect, started by
Presidential decision being concluded by
Presidential decision. Some of my col
leagues may wish to have the documen
tary record of Presidential usurpation
completed. Therefore, Mr. President, I
ask unanimous consent that President
Roosevelt's Executive Order 7037 of May
11, 1935, be printed in the RECORD.

There being no objection, the executive
order was ordered to be printed in the
RECORD, as follows:

EXECUTIVE ORDER No. 7037
ESTABLISHMENT OF THE RURAL ELECTRIFICATION

ADMINISTRATION
By virtue of and pursuant to the authority

vested In me under the Emergency Relief Ap
propriation Act of 1935, approved April 8,
1935 (Public Resolutlcn No. n, 74th Con
gress), I hereby establish an agency within
the Government to be known as the "Rural
ElectrifIcation Administration", the head
thereof to be known as the Administrator.

I hereby prescribe the follOWing duties and
functions of the said Rural Electri-1cation
Administration to bz exercised and performed
by the Administratcr thereof to be hereafter
appointed:

To Initiate, formulate, administer, and su
pervise a program of approved projects with
respect to the generation, transmission, and
distribution of electric energy in rural areas.

In the performance of such duties and
functions, expenditures ara hereby author
ized for necessary supplies and equipment;
law books and books of reference, directories,
periodicals, newspapers and press clippings;
travel expenses, including the expense of at
tendance at meetings when specifically au
thorized by the AdmInistrator; rzntal at the
seat of Government and elseWhere; purchase,
operation and maintenance of passenger
carrying vehicles; printing and binding; and
incidental expenses; and I hereby authorize
the Administrator to accept and utllize such
voluntary and uncompensated services and,
with the consent of the State, such St:lte
and local officers and employees, and appoint,
without regard to tl1e provisi:ms of the civil
service laws, such officers and employees, as
may be necessary, prescribe their duties and
responsib1l1ties and, without regard to the
Classification Act of 1923, as amended, flx
their compensation: Provided, That in so far
as practicable, the persons employed under
the authority of this Executive Order shali
be selected from those receiving relief.

To the extent necessary to carry out the
provisions of this Executive Order the Ad
ministrator is authorized to acquire, by pur
chase or by the power of eminent domain,
any real property or any interest therein and
improve, develop, grant, seU, lease (With or
without the priVilege of purchasing), or oth
erwise dispose of any such property or inter
est therein.

For the administrative expenses of the Ru
ral Electrification Administration there is
hereby aUocated to the Administration frem
the appropriation made by the Emergency
Relief Appropriation' Act of 1935 the sum of
$75,000. Allocations wlll be made hereafter
for authorized projects.

FRANKLIN D. ROOSEVELT.
THE WHITE HOUSE, May 11, 1935.

Mr. HUMPHREY. Mr. President, I now
yield 6 minutes to the distinguished

Senator from Virginia (Mr. HARRY F.
BYRD, JR,).

The PRESIDING OFFICER (Mr.
BARTLETT). The Senator from Virginia
is recognized for 6 minutes.

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, the issue which is represented by
the bill before us today-S. 394, the res
toration of rural electric and telephone
direct loan programs-is one which is of
great interest to me and of great im
portance to rural America.

The Rural Electrification Act has been,
in my judgment, one of the most bene
ficial Government programs. It has
brought electric power-utilities and
utensils-\vithin the reach of ..irtually
all of the residents of the rural areas of
our great country. Many of these areas
are isolated to an extent where private
power cannot be made available because
of the prohibitive cost.

While Virginia now is considered an
urban State, it has many areas which
are basically rural and agrarian. Most
States are more rural than is Virginia.

As electric power r.as been transmitted
throughout the far reaches of the Com
monwealth through the development of
rural electric cooperatives, her citizens
have enjoyed an improvement in their
standard of living and a growth in their
economy.

This same thing has occurred across
our great Nation. The Rural Electrifica
tion Administration has played an im
portant, major role in rural development.

Rural development should continue to
have a high priority. A rural electrifica
tion program, including telephone still
is needed. There is additional work'to be
done, additional needs to be served.

I favor a change in the existing direct
loan program. The President's proposal
for guaranteed loans-as contrasted with
direct loans-with interest payments
above 5 percent subsidized appears to me
to have merit.

I support the President in his effort to
control runaway Federal spending. I also
support the rural electric cooperatives as
they strive to become less dependent upon
the financial resources of the U.S. Gov
ernment and to rely more upon commer
cial financing for their operations.

It is my view that Congress would be
best serving the American taxpayer and
the interests of members of rural co
operatives if we would institute a pro
gram of guaranteed loans on a gTaduated
scale, based upon the needs of each in
dividual cooperative.

There are some cooperatives, which,
because of their unique situations, are in
need of 2 percent interest to continue
their operations.

There are many others, however,
which, because of their fortunate situa
tions, are able to continue their opera
tions through capital loans at commer
cial interest rates.

And, there is that large group of co
operatives whose operations require
Federal interest subsidies which would
provide them interest rates between
those available on the commercial mar
ket and the 2-percent level of which we
are speaking today,

For the future, rather than the pres-
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entdirect loa.ns, I hope the Congress will
head in the direction of guaranteed loans
on a graduating scale based on the needs
of the individual cooperativeS. It is dif
ficult to continue to justify the 2-percent
direct loan.

Congress must reappraise the current
program when the new fiscal year be
gins July 1. I shall vote for S. 394, be
cause first, the. program envisioned in
this bill was requested by President
Nixon last year and deemed to be essen
tial by him and by the Congress; sec
ond, it was approved by the Congress,
and the electric cooperatives through
out the Nation have a right to expect
that the legislation deemed essential by
the President, granted by Congress, and
signed by the President, is a valid instru
ment on which to base their programs
for the current year.

S. 394 applies to the remaining 4
months of the current fiscal year. Two
thirds of the year alreadY has gone by. I
do not deem it fair to change the law
until the year ends.

I believe, however, that the Congress
must give careful consideration, prior to
appropriating funds for the fiscal year
beginning July I, to instituting a program
of graduated, guaranteed loans and in
terest subsidies based on need.

President Nixcm is right in asserting
that the present program needs to be
tightened. But the time to do it is the new
fiscal year and not near the end of a
year for which the cooperatives have
planned their programs based on eXisting
law.

Mr. President, I yield back the re
mainder of my time.

The PRESIDING OFFICER. Who
yields time?

Mr. HUMPHREY. Mr. President, how
much time do I have remaining?

The PRESIDING OFFICER. Eight
minutes.

Mr. HUMPHREY. I yield to the distin
guished Senator from Vermont.

Mr. AIKEN. Mr. President, as I stated
earlier today, I am very strongly in favor
of section V of this bill because, as one
of the principal sponsors of the rural
development bill, I can say that that act
was never intended to supplant the REA
but simply to supplement it.

There is, however, one part of this bill
which has concerned me considerably.
In three places in the bill it states:

The Administrator is authorized and dI
rected to make loans each fiscal year in the
full amount determined to be necessary by
the Congress or appropriated by the Con
gress.

My question is this: If Congress ap
propriates $515 million for REA loans. is
the Administrator then required to lend
$515 million to the cooperatives?

Mr. HUMPHREY. Mr. President, ob
viously. the reason why the language,
which is so explicit, is in this bill is that
the word in the previous legislation was
"empowered"; and this has been in
terpreted by the Secretary of Agricul
ture and the Office of Management and
Budget as giving leeway to the President
to cut off the program rather than to
carry it forward. The only word that
has been changed, really, is the word
"empowered."

Congress, in each session, through the
appropriations process, takes testimony
as to what is needed in amolmts of loan
funds. We know what the process is. The
administration comes in each time and
makes its recommendation. The com
mittee takes testimony, and in most in
stances it has increased the loan funds
for REA.

The funds appropriated in 1973 were
far below the requirements of rural
telephone and rural electricity borrow
ers. In fact. the information I have is
that the amount of money Congress
made available for 2 percent loans would
be less than half of what was really
requested or needed according to the
testimony-at least, what was assumed
to be needed. Therefore, the funds here
would be made available to be loaned
and I want to make this clear to the
Senator-in the amounts appropriated
for each fiscal year to meet the needs of
those applications that have been filed
and that qualify as eligible under the
provisions of the REA Act.

Mr. AIKEN. And have been approved.
Mr. HUMPHREY. And that have been

approved. If the loan applications fall
within the criteria for approval, then the
full amount shall be used, if there are
enough loan requests to use the" full
amount.

Second, there is what we call the Anti
deficiency Acts of 1905-06, as amended
in 1951.

The chairman of the Committee on
Agriculture, the Senator from Georgia
(Mr. TALMADGE) , in opening hearings on
February 1 on the reduction and ter
mination of vital farm and rural pro
grams, noted:

There is no law which gIves the executive
branch power to impound funds except In
certain 11mited cIrcumstances.

Some of those limited circumstances he
cited are described within the terms of
the Anti-Deficiency Act. Then he went on
to point out:

Savings can be affected because the re
quIrements of the object of the appropria
tion act have changed, because the efficiency
of program operatlons have inceased, or when
other such developments occur that make It
possIble for the Congressional objectlve to
be achieved with the expenditure of less
funds.

These developments must occur within
the appropriation period.

So, while the language is direct, I
think we can say this: First, the funds
available shall be available in full
amount, provided that the loan applica
tions are approved, and those applica
tions must be approved under the criteria
set by the Administrator and under the
terms of the law. Second, it is possible
that where there have been substantial
changes-for example, as has been indi
cated in the debate here. where there
are more users on a line than has been
the pr(;vious regulation-such standards
could change; and therefore, all funds
as appropriated might not be used. But
the purpose here is to give a sense of di
rection. and I believe it is a valid purpose.

Mr. AIKEN. Then, it is the intent of
the chief sponsor of this bilI, the Senator
from Minnesota, that the President
would be directed only to lend the full

amount if the full amow1t has been ap
proved for pending applications.

Mr. HUMPHREY. Eligible applications
that are in accordance with the terms
and provisions of the REA Act.

Mr. AIKEN. With 'that understanding.
I can vote for the bill, all right. But if
there is any question about the wording,
I hope that, if and when this bill is taken
up by the House, it will be in proper lan
guage to convey what we mean, and not
be subject to interpretation of some law
yer in an agency somewhere; because
that is what has caused our trouble is a
legal interpretation given to the admin
istration, that the Rural Development
Act of 1972 gave the President authority
to do away with the REA 2-percent loan
money. I do not think we will find many
people who agree with that lawyer.

But nevertheless he gave the adminis
tration the interpretation it wanted.

Mr. HUMPHREY. Mr. President, yes
terday as I was concluding the debate for
the evening, t said I was trying to do two
things: One, I cannot believe the Presi
dent wants this program terminated. I
mean that sincerely. This action today
is not designed to put a pin in the skin
of the President. I do not think he wants
to kill this program. I think he was given
bad advice, just as he was in the instance
of reducing benefits for our veterans by
the Veterans' Administration; and two,
as one very prominent American said in
a recent campaign, "Send them a mes
sage, send them a message." We are
sending him a message with the rollcall
vote which will be taken shortly.

Mr. AIKEN. Mr. President. is the Sen
ator willing to make his offer retroac
tive to last May?

Mr. HUMPHREY. That goes pretty
far I would say to the Senator from
Ve~mont. I would have to negotiate that
with the Senator.

Mr. President, I would like to take
this opportunity to also express my
thanks and appreciation to the staff of
our Senate Agriculture Committee for
their help on this important bill, partic
ularly Mr. :Mike McLeod, Mr. Jim Thorn
ton, and Mr. John Baker.

Mr. CURTIS. Mr. President, I yield 5
minutes to the Senator from Wyoming.

The PRESIDING OFFICER. The Sen
ator from Wyoming is recognized.

Mr. HANSEN. I thank my distin
guished colleague from Nebraska.

Mr. President, I find great merit in
the observations made by the distin
guished senior Senator from Virginia
(Mr. HARRY F. BYRD, JR,). As the RECORD
will disclose, I supported the Bellmon
amendment, for which I was less enthu
siastic than for the McClure amendment.
I supported the McClure amendment. It
seemed to me the formula in the McClure
amendment provided a workable struc
ture within which help for the REA co
operatives that needed it could be assured
at the same ongoing 2 percent rate of
interest that has been available for the
last 30 years.

It is unfortunate that these amend
ments, particularly the McClure amend
ment, were rejected because it seems to
me that we could have done what I be
lieve most sincerely most people in this
country want done, and that is to try to
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bring more nearly in balance the amount
of money that will be spent this fiscal
year and the amount of money that will
be available for expenditure in this fiscal
year.

I want to serve notice now that I be
lieve the legislation ought to be revised
and overhauled, and that for the coming
fiscal year there must be found a better
way of serving the needs of rural Amer
ica through assistance in the REA pro
grams than this bill provides.

Also, it should not go unnoticed that
if we want a confrontation, as some do,
between the legislative branch and the
executive branch the way to achieve that
result is to mandate these laws so as to
afford the Presidency no latitude, no
opportunity at all to try to exercise what
any businessman would say constitutes
good judgment. There would not be any
opportunity for the President to exer
cise judgment in discharging responsi
bilities that are his in administering the
laws as best reflects the will of the people.

Nevertheless, I do recognize that with
the passage of the bill last year we said
to cooperatives throughout the United
States that help would be available to
them. I think it is. as pointed out by the
distinguished Senator from Virginia
(Mr. HARRY F. BYRD, Jr.). rather late in
the day to say we are not going to do
anything for them. There is no doubt
that the bill before us will be passed,
despite my vote.

Mr. President, yesterday I spoke at
length on this subject. I called attention
to the desire of some members to bring
about a confrontation with the Presi
dent. Additionally, I called attention to
the assurance given me by Dave Hamil,
REA administrator, that money would be
made available at 2 percent for those
cooperatives unable to pay more.

Mr. CHll..ES. Mr. President, I have
very serious reservations about the con
stitutionality of the Executive's recent
impoundments. I do not believe this ad
ministration, or any other, has the right
to subvert congressional intent, termi
nate an ongoing, statutorily authorized
program, and move into the area of
legislation.

I am a cosponsor of S. 394, which would
amend the Rural Electrification Act of
1936, as amended, to reaffirm that such
funds made available for each fiscal year
to carry out the programs provided for
in such act be fully obligated.

I recently cochaired 5 days of hearings
on the general issue of impoundment
and repeatedly asked officials appearing
before our committee to point out where
the Constitution gave the President the
right to repeal a statute by refusing to
carry out its terms. Their answers to me
were unsatisfactory.

REAP, REA, water bank, and other
programs I support are not all that is at
stake. It is, rather, the larger issue of
whether or not the Congress will put a
halt at last to this President's blatant
abuse of impounding and respond posi
tively to the contempt he has shown for
the Congress.

The termination of the direct loan
programs of the REA for rural electric
and telephone system is a congression
al-not an Executive prerogative. I sup-

port S. 394 because it is an expression of
Congress' unwillingness to allow the
President's unauthorized power to be ex
ercised.

Mr. CLARK. Mr. President, there are
at least 10 rural electric cooperatives in
my State of Iowa which are depending
on the REA funds for their operations
this year. There are two, one in Wilton,
Iowa, and one in Pocahontas, Iowa, who
depend 100 percent on Government fi
nancing to run their operations. The
others only depend partially on the Gov
ernment aid and get the remainder of
their operating capital from the private
money market.

More significantly, all of these coop
eratives were depending on this Govern
ment program in some degree to help
finance their operations this year, and
without consultation with Congress or
public warning, this program was ended,
leaving them in a financially precarious
position.

I want this program reinstated so that
these cooperatives can continue provid
ing services for rural Americans. Then,
let us deal with needed changes in the
REA program.

In addition, I want to take this op
portunity to emphasize the insensitivity
rural America has been shown by this
administration. The President demon
strated his own lack of knowledge about
rural America and this particular pro
gram when he claimed that some 80 per
cent of the REA loans went to country
clubs and dilettantes. Even his o\vn Agri
culture Secretary admitted the President
was wrong in claiming that this is where
the majority of the money goes.

Following is an article on this admis
sion by Agriculture Secretary Earl Butz
in hearings before the Senate Agricul
ture Committee.

There being no objection, I ask unani
mous consent to insert this article which
appeared in the Wall Street Journal into
the RECORD.

There being no objection, the article
was ordered to be printed in the RECORD,
as follows:
[From the Wall street Journal, Feb. 7, 1973 J

BUTZ SAYS NIXON ERRED IN REMARKS ON
MISUSE OF RURAL ELECTRIC PLAN

WASHINGTON.-Agriculture Secretary Earl
Butz said President Nixon was wrong in
claiming that Uncle Sam's rural-electrifica
tion money mostly has gone to keep the lights
on for "country clubs and dilettantes, and
others who can afford liVing In the country."

At his news conference on Wednesday, Mr.
Nixon justified his decision to terminate 2%
federal loans to rural electric cooperatives by
saying that 80% of the funds was going to
such purposes, rather than "for rural de
velopment and getting electricity to farms."

But in testimony on Capitol Hill yesterday,
Secretary Butz said only "some" of the funds
disbursed by the Rural Electrification Admin
istration have been used for the purposes
criticized by Mr. Nixon, the President's choice
of words was "unfortunate and probably not
premeditated," added Mr. Butz, who as
natural resources counselor to the President
holds one of four neWly created "super
cabinet" posts.

The Nixon observations came under scru
tiny at a Senate AgriCUlture Committee In
quiry Into whether the chief executive ex
ceeded his constitutional authority in
abolishing the 2% REA financing (offering
5% government-guaranteed bank loans in

Its place). the RuralEnvlronmental Assist
ance Program, conservation. payments, to
farmers, rural water 'and sewer aid and other
long-establl.!hed rural assistance programs.

HEAVY CUTS IN FARM AID
Most of the committee members said they

sympathiZed with the need for government
economies. But the complaint that too heavy
a share of the Nixon-ordered cutbacks Is faIl
ing on rural residents was broadly bipartisan.

Republican Sen. Robert Dole of Kansas,
who isn't quite the down-the-line Nixon
partisan he had been when he was GOP na
tional chairman, cited a meeting with Irate
farmers In his f;tate and suggested that ad
ministration loyalists will be forced to defy
the White House and seek to cancel the cuts
if they "want to be reelected in 1974." (Al
though it didn't come up at the hearing,
sen. Dole previously had expressed unhappi
ness over both his eviction by Mr. Nixon from
the party chairman's post and the President's
failure to canlpalgn for beleaguered Senate
RepUblicans last fall.)

Mr. Butz's testimony began with an 11
page defense of the Nixon cutbacks. Relying
I1lRinly on arguments he had used before,
the Secretary told the Senators that because
farm income is up, farmers don't need gov
ernment aid to finance land-conservation
practices, and that without reduced govern
ment spending the nation faces rising Inl1a
tlon, heavier taxation, or "strict price and
wage controls across the board, including
controls on farm products." .

STILL A SUBSIDIZED RATE
Defending the elimination of the 2 % REA

loans, Mr. Butz said that even though the
new 5% rate on guaranteed loans "brings
REA more in line with present day costs of
borrowing ... this Is st1l1 a subsidized rate."
In 1936, when the REA was created, he said,
only about 11 % of farms were electrified and
the 2 % Interest rate was in line with the
1.9% commercial rate then in effect. Today,
by comparison, 98% of all farms are electri
fied, and of the seven million meters on REA
lines, only 1.4 m1l1ion are farm meters, he
said.

As for the typical REA customers, the
"bUlk" of them are "rural residents, retirees,
urban workers and industries," Mr. Butz
stated.

In an exchange with Sen. George Mc
Govern (D., S.D.) on the REA question, the
AgriCUlture Secretary found himself In a sec
ond, more oblique collision with the Presi
dent's news-conference comments. Going
back to his days as a Congressman from
Southern California, Mr. Nixon recalled that
his old district was "primarily agriCUltural,
orange groves" and "I naturally had a great
interest in this matter of REA and the rest,
and supported it."

Sea. McGovern, alluding to the President's
remarks, challenged the Nixon voting record,
citing research by the National Rural Electric
Cooperative Association showing that while
In Congress, Mr. Nixon voted "wrong" 13
times in 16 votes on REA matters.

Responded Mr. Butz: "Those votes came
early when the President was representing a
district that was completely electrified."

Mr. TUNNEY. Mr. President, what is
now before us is, a showdown over the
administration's meat ax approach to
the bUdget which strikes not at the "fat,"
but instead at the heart of rural America.

The administration has substituted in
sured loans made possible by the 1972
Rural Development Act as a replacement
for REA direct loans. That was not what
Congress intended by the Rural Devel
opment Act. Furthermore, if we had
seen fit to alter REA we would have
done so.

I have stated repeatedly that I sup-
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port and encourage fiscal responsibility.
But it is not responsible to let the Presi
dent sit in solitary judgment over the
future of programs which the Congress
has determined to be in America's best
interest.

On December 29, when the President
abruptly told rural Americans they could
no longer rely on the REA credit system
for loans, he told them that they could
no longer rely on congressional legisla
tion.

The Congress is not necessarily wedded
to the present REA formula. The Senate
Agriculture Committee is already plan
ning hearings to determine the future
needs of the REA program. This is the
way changes in the statute should be
made.

The question, therefore, is whether the
process of hearings and subsequent con
gressional evaluation can be preempted
by a single White House press release.

r contend that it cannot.
Mr. HATFIELD. Mr. President, repre

senting, as I do, a State which is pre
dominantly agricultural, I am keenly
aware of the importance of the REA di
rect loan program for electric and tele
phone services. This program has made
a phenomenal difference to Oregonians.

As of July 1, 1972, REA loans to tele
phone borrowers in Oregon provided tel
ephone service for an estimated 39,190
rural subscribers over 5,939 miles of line.
When the REA telephon( loan program
was authorized by Congress in 1949, 50.3
percent of the farms in Oregon had tele
phones, and much of this was obsolete.
Today 92 percent of the State's 39,500
farms, as well as many rural homes and
businesses have telephone service.

REA loans to rural electric systems in
Oregon provide service to an estimated
59,199 rural consumers over 16,44:1 miles
of line. Ninety-nine percent of Oregon's
farms are receiving electric service, com
pared with only 17,839 or 27.5 percent
when REA was created in 1935.

Today the question is whether this
service will be maintained in areas that
are often difficult to !'each, and almost
impossible to service. Will the removal of
this program's benefits mean that an
other incentive to remain in rural envi
ronments is hurt while futher propelling
additional, and unwanted, people intI:!
cities where such services are more read
ilyavailable.

There is legitimacy to the point that
the interest rates for these loans should
be higher, especially in certain areas.
But, that is a decision for Congress to
make about a program that Congress
created.

Which brings us to the heart of this
problem. Can the executive branch im
pound funds or eliminate programs that
have been authorizeC: and appropriated
by Congress? Does not this clearly over
step the constitutional responsibilities
entrusted to the Executive? So large does
this problem loom that those who might
never represent people living in isolated
areas far from public telephone com
panies and public utilities must share a
sense of dismay and frustration over this
abrupt action. We must decide, not just
whether the REA shall survive, but
whether the constitutional prerogatives
of the Congress shall be preserved.

We can revise the REA direct loan pro
gram to meet legitimate complaints, but
first we must establish that the program
is ours to revise.

Mr. President, hundreds of letters
have poured into my office about this sit
uation and I would like to share just a
few with you now. I ask unanimous con
sent that they be inserted with my re
marks in RECORD.

There being no objection, the letters
were ordered to be printed in the RECORD,
as follows:

VERNONIA, OREG.,
February 10, 1973.

Hon. MARR O. HATFIELD,
U.S. Senate,
Washington, D.C.

DEAR SENATOR: With twenty-seven years
past service and at times president of the
West Oregon Electric Co-op-R.E.A., I can
speak with experience when I say this utllity
can hardly continue In business with the
proposed higher Interest rate.

Due to the heavy stands of timber and
brush, hard winds and heavy snow, and other
unusual handicaps, InclUding the small
number of customers to the mlle, makes our
system very expensive to maintain.

We wish you a successful and peacefUl sec
ond term as one of our Senators.

Respectfully yours,
NOBLE and NELLIE DUNLAP.

SEASIDE, OREG.,
February 12, 1973.

Hon. MARK O. HATFIELD,
U.S. Senate,
Washington, D.C.

My DEAR SENATOR HATFIELD: I have re
cently read of the Executive Order to termi
nate the 2% REA Loan Program effective
December 31, 1972. and would like very much
If you would spend a minute of your time
to let me vent my feellngs of it to you.

We moved to the beautiful state of Ore
gon in the year 1951. At that time, the loca
tion to which we moved had no electricity
but was fed power through "power plants"
which consisted of a small motor in each in
dividual's garage. A few years later we were
furnished power by West Oregon Electric
Cooperative, Inc., and you have no Idea how
grateful we were to them. even though we
pay for this service. I can't tell you, though,
how efficient and thoughtful our service Is.
We frequently are without power during bad
winter storms which bring high winds, down
ing trees, or heavy snowfall which breaks
the lines, and there has never been a time
that our company has not been Immediately
or as soon as possible to our area to repair
the damage and restore service.

When the original Act was passed for the
2% REA Loan Program in 1936 It was passed
with the provision that all rural consumers
would be served. This program has brought
electric service to many homes and farms
that would not have had electricity Without
these companies. In terminating this pro
gram It could mean that area coverage could
not be guaranteed and that new construc
tion, major repairs, and new services would
be curtalIed or even terminated.

We, as taxpayers, and citizens of the
United States, urge you to not permit the
President to usurp our power and that Con
gress rescind this outrageous act of the
President.

Sincerely.
Mr. and Mrs. CHARLES LANNIGAN.

SEASIDE, OREG.,
February 12, 1973.

Hon. MARR O. HATFIELD.
U.S. Senate,
Washington. D.C.

My DEAR SENATOR HATFIELD: Upon hearing
the news of the termination of the 2%
REA Loan Program I decided to write and

let you know my feelings In hopes that it
will have some effect on the action taken.

We have been serviced by a rural electric
coop for some 18 years, which Is the length
of time we have had electricity in our area.
We had tried. unsuccessfully, to obtain elec
tricity from one of the larger electric com
panies In our area; however. we were told
that for the amount of customers that would
be served It just wasn't worth the time and
effort of installlng. Yet after a meeting with
the electric coop they decided that they
would and could Install electricity for us
and did so within the year.

During the time we were without elec
tricity, which was for several years, we went
Without many conveniences that the normal
famlly takes for granted, I.e., stove, refrig
erator, iron, radio, heat (except for wood),
and t.v. Since we have been serviced by the
rural electric co-op we have found that serv
Ice Is even better than those living near
town, or in town, and When we report any
type of trouble to the electric company the
company Is right there to make repairs.

I am a retired senior cltlzen llving on just
my social security as Income, whlch amounts
to about $210. per month. As it is, I have
trouble just making ends meet, paying my
taxes on my property, buying food, medicine
and essential clothing which Is required, and
I really don't know how I would allot for
any extra money for the electric bill and
as I understand It, this Is what the termi
nation of the 2 % REA Loan Program would
mean.

I, then, urge you stop the President from
making this drastic mistake and for once
considering the average working man, the
retired, and the poor, and let the rich begin
paying their share. I've given mine!

Sincerely.
WILLIAM A. PAINTER.

RUFUS GRANGE,
Moro, Oreg., February 15, 1973.

Hon. MARR O. HATFIELD,
Senate Office BUilding,
Washington, D.O.

DEAR Sm: Rufus Grange No. 826 meeting
in regUlar session tonight expressed the
deepest concern over the Administration's
move to curtail the 2 % interest loans to
the Rural Electrification Administration as
established by the Pace Act of 1944. We are
concerned both over the curtailment of the
loans at present interest rates and the fact
that a President seems to be able to rescind
an Act of Congress at will.

The REA Is an Important element in the
life of Rural America and to cripple it as
this action wlll wlll certainly be a blow to the
continued development of better life for
those who live there. Hundreds of communi
ties alI across the nation would not enjoy
the benefits of electric power today were it
not for REA which has met the needs that
private power could not, or would not, as
sume. To terminate the Pace Act would
mean that rural electric rates, which are of
necessity higher than those of private com
panies would have to be raised considerably,
and In alI probablIlty, further expansion
of power would have to be delayed or cur
tailed permanently.

We therefore ask you to support the blll
Introduced by senator Humphrey on Jan
uary 16, 1973 and co-sponsored by 27 other
Senators the follOWing day. If Rural America
is to continue to thrive and be attractive to
our young people REA must be saved.

Of equal concern to us is the fact that the
President seems to have the power to nulli
fy an Act of Congress at wUl. If this is true,
what then Is happening to our RepUblican
form of government. It seems to us that the
time has come to take a long, hard look at
where we are heading. Such actions as that
taken December 29, 1972, do not seem. to us
to be in the best interests of the country.
After all the rural area of America Is still
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So the bill (S. 394) was passed, as
follows:

Roth
Saxbe
Scott, Pa.
Scott, Va.
Taft
Weicker

Montoya
Moss
Muskle
Nelson
Nunn
Pastore
Pearson
Pell
Percy
Proxmire
Randolph
Sehweiker
Sparkman
Stafford
Stevens
Stevenson
Symington
Talmadge
Thunnond
Tunney
Williams
Young

NAY&-20
Fannin
Griffin
Hansen
Helms
:Mathlas
Packwood
Rlblcolf

NOT VOTING-ll
Hartke Magnuson
Hatfield Stennis
Hughes Tower
Javits

Bayh
Cranston
Goldwater
Gravel

Bartlett
Beall
Bennett
Brock
Buckley
Case
Cotton

ha\ri:iigbeeIif'read l\J:ie'itllird'tiIrie, the
question is, Shall the. bill pass? On this
question the yeas and nays have been
ordered, and the clerk will call the roll.

The legislative clerk called the roll.
Mr. ROBERT C. BYRD. I announce

that the Senator from Indiana (Mr.
BAYH) , the Senator from California (Mr.
CRANSTON), the Senator from Indiana
(Mr. HARTKE). the Senator from Iowa
(Mr. HUGHES), and the Senator from
Washington (Mr. MAGNUSON) are nec
essarily absent.

I further announce that the Senator
from Alaska (Mr. GRAVEL) is absent on
official business.

I also announce that the Senator from
Mississippi (Mr. STENNIS) is absent be
cause of illness.

I further announce that, if present and
voting, the Senator from Alaska (Mr.
GRAVEL), the Senator from Indiana (Mr.
HARTKE), the Senator from Iowa (Mr.
HUGHES), the Senator from Mississippi
(Mr. STENNIS), the Senator from Wash
ington (Mr. MAGNUSON), and the Sena
tor from Indiana (Mr. BAYH) would each
vote "yea."

Mr. GRIFFIN. I announce that the
Senator from Arizona (Mr. GOLDWATER)
and the Senator from New York (Mr.
JAVITS) are necessarily absent.

The Senator from Texas (Mr. TOWER)
is absent on official business.

The Senator from Oregon (Mr. HAT
FIELD) has stated his reason for not vot
ing.

If present and voting, the Senator from
New York (Mr. JAVITS) and the Senator
from Oregon (Mr. HATFIELD) would each
vote "yea."

The result was announced-yeas 69,
nays 20, as follows:

• [No. 23 Leg.]
YEAS-69

Abourezk Ervin
Aiken Fong
Allen Fulbright
Baker Gurney
Bellmon Hart
Bentsen Haskell
Bible Hathaway
Blden Hollings
Brooke Hruska
Burdick Huddleston
Byrd, Humphrey

Harry F., Jr. Inouye
Byrd, Robert C. Jackson', ,
Cannon Johnston
Chiles Kennedy
Church Long.
Clark Mansfield
Cook McClellan
Curtis McClure
Dole McGee
Domenicl McGovern
Dominick McIntyre
Eagleton Metcalf
Eastland Mondale

mile. Customers of rural electric systems
Kansas already pay more on the average
for electricity than urban users. This is
not due to a difference in effici~ncy but
due to the fact that the electric coopera
tives serve sparsely popUlated areas,
thereby making the investment cost per
customer extremely high. Thus, despite
the higher prices that must farmers must
pay for electricity, the rate of return on
all the electric cooperatives in Kansas
in 1971 was 3.68 percent. The termina
tion of the 2-percent loan program will
place many of the rural electric coopera
tives in serious financial difficulty and
will certainly mean that they will be
obligated to charge their customers
higher rates, thus accelerating the al
ready sharp increase in costs that the
farmer has encountered in all his areas
of production.

This is a good bill. It deserves our sup
port.

Mr. BROCK. Mr. President, most of
the people in this country object lOUdly
to inflation, deficit spending and higher
taxes. The President is making a valiant
effort to do something about it-yet,
each program he has cut is somebody's
favorite. So Congress continues to refuse
to accept the responsibility for fiscal in
tegrity which it has long since abdicated.

The REA program was initiated sev
eral decades ago when the private power
companies felt it was too unprofitable to
extend electricity to rural areas. The
Government had to help. But now, only
about 20 percent of the rural electric
co-op customers are farmers and nearly
all of the new customer;; are nonfarmers,
mostly suburban.

Furthermore, when the interest rate
was set at 2 percent during the depres
sion. the cost of money was 1.69 per
cent. Now the cost of money is some
where around 6 or 7 percent, but the
REA interest rate remained the same.

REA has done a fantastic job for which
I applaud them, but I cannot agree that
the future of REA is threatened by an
increased interest rate. The Production
Credit Associations and the Federal
land banks have emerged stronger than
ever from their recent shift to the pri
vate money markets, and I believe REA
can do the same.

What is regrettable to me is that Con
gress neglected its duties in reevaluating
the program and recognizing the need
for revision before the Executive was
forced to take action.

I have made a commitment to do
everything in my power to hold down
spending and in this case lean see no
justification for continuing the direct
subsidy. I cannot support S. 394.

Mr. HUMPHREY. Mr. President, I
yield back the remainder of our time.

Mr. CURTIS. I yield back the remain
der of our time.

The PRESIDING OFFICER. The bill
is open to further amendment. If there
be no amendment to be proposed, the
question is on the engrossment and the
third reading of the bill.

The bill was ordered to be engrossed
for a third reading and was read the
third time.

The PRESIDING OFFICER. The bill

lI,{ARY M. BRACKETI',
Secretary, Rufus Grange No. 826.

Mr. PEARSON. Mr. President, I wish
to indicate my full support for S. 394.

I agree with the report of the Agri
culture Committee that more than the
issue of impoundment is involved here.
The Department of Agriculture did not
simply say that it was impounding funds
in order to stay within an overall spend
ing ceiling, it said more than this. It said
in its judgment this program is no longer
needed and, therefore, it is terminated.

This, of course, raises the most serious
kind of challenge to our constitutional
system. There will always be differences
of opinions within the Congress about
the merits and demerits of a program
and there will be differences between the
Congress and the President, but once a
program is duly enacted and signed into
law, the obligation to execute it is clear.
Certainly if the administration believes
that the continuation of a program is
no longer desirable or needed, it is per
fectly within its rights not to ask for new
bUdgetary authority to fund it. And if
the Congress goes ahead and appropri
ates money for this program the Presi
dent has the full right to veto it. But to
simply kill a dUly enacted ongoing pro
gram without even a token effort at prior
consultation, raises critical constitutional
and political issues.

Aside from the constitutional issue in
volved here I am convinced that a con
tinuation of the 2 percent loan program
is needed and desirable. I recognize that
this need is not as great today as it was
in the past. Certainly this is recognized
by the rural elect·ric systems themselves.
Increasingly in recent years they have
gone into the private market for their
new capital needs. The principal instru
ment for this credit has been the Rural
Utilities Cooperative Finance Corpora
tion, created and operated by the rural
co-ops themselves. Thus most rural elec
tric systems now use a blend of private
and Government money. Some of these
systems rely almost entirely on private
financing, but there are still a number
of systems for which the 2 percent direct
loan program is essential to their sur
vival. As I understand it, there are 88
rural electric systems which due to their
financial status are eligible for full fi
nancing at the 2-percent rate. Eight of
those are in Kansas. In addition, 28 other
systems in Kansas are dependent upon :>.
percent loans for a significant source of
their needed capita1.

Mr. President, no one denies that 2
percent direct loans constitute a very
generous program, but we need to be re
minded that the problems that the rural
electric systems face are unique and dif
ficult. For example, in Kansas the rural
electric systems have an average of 1.8
customers per mile of line built. Whereas
the investor-owned utilities have ap
proximately 26 customers per mile of
line. The revenue on an average basis
per mile of line for rural electric systems
in Kansas is $591, whereas the revenue
for investor-owned utilities is $9,500 per

Important and this action Is a definite blow
at that area.

Sincerely,
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An Act to amend the Rural Electrification
Act of 1936, as amended, to reaffirm that
such funds made available for each fiscal
year to carry out the programs prOVided
for in such Act be fUlly obllgated in said
year, and for other purposes
Be it enacted by the Senate and House

of Representatives of the United States of
America in Congress assembled, That the
purpose of this Act is to reaffirm the original
intent of Congress that funds made available
under authority of the Rural Electrification
Act of 1936 (7 U.S.C. 901 et seq.) are to be
loaned for the purposes prescribed in such
Act during the fiscal year and in the fuJI
amount for which such funds are made
available.
. SEC. 2. Section 2 of the Rural Electrifica

tion Act of 1936, as amended (7 U.S.C. 902),
is amended to read as follows:

"SEC. 2. The Administrator is authorized
and directed to make loans each fiscal year
in the full amount determined to be neces
sary by the Congress or appropriated by the
Congress pu.rsuant to section 3 of this Act
in the several States and territories of the
United States for rural electrification and the
furnishing of electric energy to persons in
rural areas who are not ireceiving central sta
tion service and for the purpose of furnish
ing and improving telephone service in rural
areas, as hereinafter provided; to make, or
cause to be made, stUdies, investigations, and
il"eports concerning the condition and prog
ress of the electrification of and the furnish
ing of adequate telephone service in rural
areas in the several States and territories;
and to publlsh and disseminate information
with respect thereto."

SEC. 3. The first sentence of section 4 of
the Rural Electrification Act of 1936, as
amended (7 U.S.C. 904), IE amended by stil"lk
lng out at the beginning thereof "The Ad
ministrator is authorized and empowered.
from the sums hereinbefore authorized, to
ma.ke loans" and inserting in 11eu thereof the
foJlowing: "The Administrator is authorized
a.nd directed to make loans each fisc9.l year
in the fuJI amount determined to be neces
sa.ry by the Congress or appropriated by the
Congress pursuant to section 3 of this Act."

SEC. 4. The first sentence of section 201
of the Rural Electrification Act of 1936, as
amended (7 U.S.C. 922), is amended to read
as follows: "From such sums as are from
time to time made available by the Congress
to the Administrator for such purpose, pur
suant to section 3 of th:s Act, the Adminis
trator is authorized and directed to make
loans each fiscal year in the full amount
determined to be necessary by the Congress
or appropriated by the Congress pursuant to
section 3 of this Act to persons now provid
ing or who may hereafter provide telephone
service in rural areas, to pUbllc bodies now
providing telephone service in rural areas,
and to cooperative, nonprofit, 11mlted divi
dend, or mutual associations."

SEC. 5. Section 306(a) (1) of the Con
solldated Farm and Rural Development Act
(7 U.S.C. 1926) is amended by inserting im
mediately after the first sentence thereof a
new sentence as follows: "The authoritv
contained herein to make and insure loans
shaJl be in addition to and not in 11eu of any
authority contained in the Rural Electrifica
tion Act of 1936. as amended,"

Mr. HUMPHREY. Mr. President, I
move that the vote by which the bill
passed be reconsidered.

Mr. ROBERT C. BYRD. Mr. Presi
dent, I move to lay that motion on the
table.

The motion to lay on the table was
agreed to.

Mr. HATFIELD subsequently said: Mr.
President, I have just arrived on the
floor after having spent 10 harrowing

minutes in an elevator that was stuck.
I ask unanimous consent that I be per
mitted to cast my vote in favor of the
bilI (S. 394) just passed by the Senate.

The PRESIDL"iG OFFICER. Under
the rule, the Presiding Officer is pro
hibited from even entertaining such a
unanimous-consent request.

Mr. HATFIELD. Mr. President, I wish
to register my explanation of why I just
missed the vote on final passage of the
REA bill. My position on this issue is
clear: I am in firm support of the pro
posal.

I left my office to come to the fioor to
vote, and stepped into an automatic ele
vator in the corner of the Old Senate
Office Building closest to my office.

Due to some mechanical mistake, this
elevator has been going up and down for
over 10 minutes, bypassing fioor after
fioor. I missed the vote, but not without
a struggle. I called the Superintendent's
office on the phones that are in all the
elevators. Still, our elevator continued on
its crazy up-and-down course, with no
relief.

Therefore, I wish to register my posi
tion as being in full support of the pro
posal-I am sorry that forces far beyond
the control of any of us kept me from
appearing to cast my vote.

As long as this Senator-capturing ele
vator remains, my advice to my col
leagues is: Walk, do not ride.

EXTENSION OF TIME FOR COMMIT
TEE ON RULES AND ADMINISTRA
TION TO FILE REPORTS
Mr. CANNON. Mr. President, I ask

unanimous consent that the Committee
on Rules and Administration may be per
mitted to file certain reports up to 12
p.m. tonight.

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

FEDERAL AVIATION ACT
The PRESIDING OFFICER (Mr. BART

LETT). Under the previous unanimous
consent agreement. the Chair lays be
fore the Senate S. 39 which the clerk
will report.

The legislative clerk read as follows:
A bill (S. 39) to amend the Federal Aviation

Act of 1958 to provide a more effective pro
gram to prevent aircraft piracy, and for other
purposes.

The Senate proceeded to consider the
bill which had been reported from the
Committee on Commerce with amend
ments on page 3, line 15, after the word
"punished", insert "by imprisonment for
not less than twenty years or for more
than life"; after Ilne 16, strike out:

"(A) by death if the verdict of the
jury shall so recommend, or, in the case
of a plea of guilty, or a plea of not guilty
where the defendant has waived a trial
by jury, if the court in its discretion shall
so order; or

"(B) by imprisonment for not less
than twenty years, if the death penalty is
not imposed."

On page 9, line 20, after the word
"prescribe", insert "reasonable"; on page
10, line 14, after the word "carriers",

where it appears the first time, strike out
the comma and insert "and"; in the
same line, after the word "carriers",
where it appears the second time, insert
a comma and "at domestic and foreign
airports,"; in line 15, after the word
"and", insert "for"; in the same line,
after the word "carriers", insert "for
use"; on page 11, line 16, after the word
"transportation", insert a colon and
"Provided, however, That notwithstand
ing any other provision of law to the con
trary, the Administrator may not re
quire, by regulation or otherwise, the
presence at airports in the United States
of State or local law enforcement person
nel to assist in or support the screening
of passengers and property prior to
boarding, or to enforce, or to act as a
deterrent against acts which are pro
hibited by, United States statutes other
than as authorized by this subsection";
on page 12, line 8, after the word "sub
stance", insert a colon and "Provided
however, That no person shall be frisked
or searched unless he has been identified
by a weapons detection device as a per
son who is reasonably likely to be carry
ing, unlawfullY, a concealed weapon and
before he has been given an opportunity
to remove from his person or clothing,
objects which could have evoked a posi
tive response from the weapons detec
tion device, and unless he consents to
such search. If consent for such search
is denied, such person shall be denied
boarding and shall forfeit his opportu
nity to be transported in air transpor
tation, intrastate air transportation, and
foreign air transportation;"; on page 13.
line 13, after the word "may", strike out
"designate and"; in line 14, after the
word "personnel", strike out "to exercise
the authority conveyed in this subsec
tion" and insert "whose services may be
made available by their employers, on
a cost-reimbursable basis, to exercise the
authority conveyed in this subsection":
on page 14, line 24, after the word "sub
stance", insert "as prescribed in section
316(a) of this Act"; on page 16, line 25,
after the word "transportation", insert
a semicolon and "nor shall it apply to
persons transporting weapons for hunt
ing or other sporting activities if the
presence of such weapons is publicly de
clared prior to the time of boarding,
checked as baggage which may not be
opened within the airport confines. and
not transported with such person in the
passenger compartment of the air
craft."; on page 17, line 10, after the
word "fiscal", strike out "year" and in
sert "years"; in the same line. aft~r

"1973", insert "and 1974"; and, in line 11.
after "$35,000.000", strike out "and for
each succeeding fiscal year such amounts
not to exceed "$35,000,000".

Mr. CANNON. Mr. President, for the
benefit of Senators present, I may say
that the time limitation that has been
agreed on is 2 hours, 1 hour to each side.
I do not anticipate using all of the hour
allocated to me. I do anticipate a rollcall
vote on final passage.

I ask for the yeas and nays on final
passage.

The yeas and nays were ordered.
Mr. CANNON. Mr. President, I yield

mYself such time as I may require.




