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The Senate met at 10 a.m. and was
called to order by the Honorable
JEANNE SHAHEEN, a Senator from the
State of New Hampshire.

PRAYER

The Chaplain, Dr. Barry C. Black, of-
fered the following prayer:

Let us pray.

Ever-present and ever-gracious God,
touch the hearts of our lawmakers
today with the warmth of Your love
and the blessing of Your wisdom. May
they develop from the warmth of Your
love a civility and respect that will en-
able them to accomplish Your will on
Earth. Empower them to use the bless-
ing of Your wisdom to build a better
nation and world. Enlarge their powers
with Your strength by infusing their
lives with the qualities of character
which are needed in these challenging
days. Lord, help them to see beyond
the baffling and bewildering events of
our times, the unfolding of Your loving
providence, as they honor their office
by striving to please You.

We pray in Your holy Name. Amen.

——

PLEDGE OF ALLEGIANCE

The Honorable JEANNE SHAHEEN led
the Pledge of Allegiance, as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

———

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE

The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore (Mr. INOUYE).

The legislative clerk read the fol-
lowing letter:

U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, DC, July 12, 2011.
To the Senate:

Under the provisions of rule I, paragraph 3,

of the Standing Rules of the Senate, I hereby

Senate

appoint the Honorable JEANNE SHAHEEN, a
Senator from the State of New Hampshire,
to perform the duties of the Chair.
DANIEL K. INOUYE,
President pro tempore.
Mrs. SHAHEEN thereupon assumed
the chair as Acting President pro tem-
pore.

———

RECOGNITION OF THE MAJORITY
LEADER

The ACTING PRESIDENT pro tem-
pore. The majority leader is recog-
nized.

——————

SCHEDULE

Mr. REID. Madam President, fol-
lowing any leader remarks, the Senate
will be in a period of morning business
for 1 hour, with the majority control-
ling the first half and the Republicans
controlling the final half.

Following morning business, the Sen-
ate will resume consideration of S.
1323, which is a bill to express the sense
of the Senate on shared sacrifice in re-
solving the budget deficit. The filing
deadline for all first-degree amend-
ments to S. 1323 is noon today.

The Senate will recess from 12:30
until 2:15 today for our weekly caucus
meetings.

As a reminder to all Senators, last
night I filed cloture on S. 1323, which is
the matter I just spoke about. I also
filed cloture on the motion to proceed
to H.R. 2055, which is the Military Con-
struction, Veterans Affairs, and Re-
lated Agencies Appropriations bill. As
a result, there will be up to two rollcall
votes tomorrow morning.

———

RECOGNITION OF THE MINORITY
LEADER

The ACTING PRESIDENT pro tem-
pore. The Republican leader is recog-
nized.

ECONOMIC POLICY

Mr. MCCONNELL. Madam President,
for more than 2 years now, Republicans
in Washington have stood united in the
belief that America would never re-
cover from the economic crisis that
struck our Nation 3 years ago so long
as some in Washington persisted in the
mistaken belief that government had
the cure. For most clear-eyed observ-
ers, that view has found its clearest
vindication in the daily drumbeat of
news about lost jobs, shuttered busi-
nesses, and slumping home values, and
in the stories each of us hears from our
constituents about the economic hard-
ships they continue to face. If anyone
was still looking for proof that the
President’s economic policies have
been a failure, they don’t have to look
any further than the morning papers or
their constituent mail. Indeed, the
more the administration insisted on
spending and debt as a solution to our
problems, the worse those problems be-
came and the more Americans de-
manded the status quo in Washington
had to change. But the administration
was slow to get the message.

After an election that any honest ob-
server saw as a repudiation of its poli-
cies, the White House continued to
cling to its playbook. As concerns
about debt and deficit grew, the Presi-
dent presented a budget so unequal to
the task that not a single Democrat
voted for it—not one. As the Nation
inched closer to a potential default, the
President focused his attention else-
where.

Meanwhile, Republicans were offer-
ing detailed solutions to the approach-
ing crisis. We offered detailed budgets
of our own. We offered to work out a
compromise that lowered the debt and
protected entitlements from bank-
ruptcy. And here is what we got in re-
turn: silence.

That is where the debate over the
debt limit came in. If Democrats would
not agree on their own to do something
about their addiction to spending and
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debt, then we refused to enable it. If
they wanted our votes to increase the
debt limit, then they would have to do
something to restrain the size and
scope of government first. For a while,
there weren’t many takers. Democrats
from the President on down insisted
that we simply raise the debt ceiling
and endorse the status quo on spending
without any reforms.

That changed a couple of months ago
when the President agreed to delegate
bipartisan debt-reduction talks to the
Vice President. Then, a couple of weeks
ago, the President broke his own si-
lence on the debt ceiling and got per-
sonally involved himself. Incredibly,
for those of us who had been calling for
action on this issue day-in and day-out
for about 2 years, the President tried
to put the burden on us. With the Na-
tion edging closer to the debt limit
deadline, the President retreated be-
hind the poll-tested rhetoric of class
warfare. At a moment when we needed
leadership the most, we got it the
least. The financial security of the Na-
tion was being gambled on the Presi-
dent’s wager that he could convince
people our problems would be solved if
we would all agree to take it out on the
guy in the fancy house down the street.
In my view, that was the saddest com-
mentary on the status of leadership at
the White House.

I am proud of the fact that Repub-
licans refused to play along. We stood
our ground. We know that what Ameri-
cans need right now is for the govern-
ment to make job creation easier, not
harder, and we said so. At a time when
14 million Americans are looking for
work, we refused to support a tax hike.
We supported jobs and economic
growth instead. When Democrats saw
we wouldn’t budge, they proposed one
last offer to craft a deal. They asked us
to join them in another Washington ef-
fort to pull the wool over the eyes of
the American people. They offered us
the opportunity to participate in the
kind of deliberate deception of the pub-
lic that has given public service such a
bad name in recent years. We all saw
how it worked. The administration
carefully leaked to the media, without
any details, the idea that it was willing
to go along with trillions of dollars in
spending cuts. The lack of detail con-
cealed the fact that the savings they
were supposedly willing to support
were at best smoke and mirrors. The
hope here was that the budget gim-
micks and deferred decisionmaking
they actually supported would have the
appearance of serious belt-tightening,
but the practical effect would have
been at most about a couple of billion
dollars in cuts up front with empty
promises of more to follow. We have
seen this kind of thing before. It is just
the kind of sleight-of-hand governing
that has put our Nation more than $14
trillion in debt. I will not associate
myself with it, and I refuse to join in
an effort to fool the American people.

Republicans have told the President
we are not interested in business as
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usual in Washington, and we actually
mean it. We will not be party to some-
thing that claims to save trillions but
leaves future generations to pick up
the tab and future Congresses to re-
verse it with a simple vote. We will not
pretend a bad deal is a good one, which
brings me to a larger point.

The suggestion has been made that
this debate was hinged on the question
of whether the two parties could find a
solution to our economic problems
without raising taxes. Wrong. We could
have done that without breaking a
sweat. The truth is, the Democrats saw
this debate as a unique opportunity to
impose the types of tax hikes they
want so badly but couldn’t even pass in
a Democrat-controlled Senate last
year. So let’s not be fooled by a false
choice. This was not in the end a de-
bate about whether taxes needed to be
raised; it was a debate about the kind
of government we want. This was a de-
bate between those who believe Wash-
ington doesn’t have enough money to
spend and those, like me, who believe
Washington has become too big, too ex-
pensive, and too burdensome already. If
one thinks the Federal Government
isn’t big enough, then the only respon-
sible thing to do is to support higher
taxes. For those who are honest about
that, I appreciate their candor. But for
those of us who don’t think the Federal
Government should be in charge of
banks, the auto industry, the housing
business, the student loans business,
health care, and regulating everything
else under the Sun, we are not about to
further enable that model of govern-
ment by shaking down the American
people for more money at a time when
they can least afford it. That is what
this debate is about. It is about saying
Washington has gotten too big, and if
it can’t afford its commitments, then
it needs to find a way to cut back on
them. But don’t demand that the
American people pay more so Wash-
ington can make its bad habits perma-
nent. I read an article yesterday that
said $2 out of every $6 Americans spend
right now comes from the Federal Gov-
ernment. Is this really the model we
want?

I have a lot of meetings with con-
stituents, and I am not sure I have ever
heard anyone say the problem with
Washington is they don’t have enough
money to spend. I don’t think I have
ever heard that.

It was my hope the two parties could
reach a meaningful, bipartisan agree-
ment. I have to say I was initially en-
couraged by the prospect of the bipar-
tisan discussions led by the Vice Presi-
dent. Although I disagree with him on
most issues, Vice President BIDEN is a
man I have come to respect as a
straight-shooting negotiator. We found
common ground last December to pre-
vent a tax hike on the American peo-
ple, and my hope was we could find a
solution once again.

Sadly, these discussions started with
the shared goal of reducing the debt
but quickly regressed to a public side-

July 12, 2011

show in which the price of admission
became an insistence that we raise
taxes on job creators and on millions of
American families who don’t have
yachts or corporate jets. At a time
when jobs are few and far between, that
is not a price the American people can
afford.

So Republicans searched in good
faith for common ground, but the goal-
posts just kept moving. We trudged on,
hoping the administration would at
some point realize the crisis we face
demands a clear change in direction, a
departure from the government-driven
policies of the past 2 years. But our
hopes for a grand bargain eventually
ran into the bitter reality that this ad-
ministration is just not interested in a
meaningful and lasting solution to our
mounting debt. It is simply too com-
mitted to big government. We showed a
willingness to sacrifice all along, even
as we made it crystal clear from the
outset that tax increases would not be
a part of any agreement. It was their
commitment to big government that
stood in the way of a grand bargain. It
was their determination to freeze the
policies of the past 2 years in place,
permanently. The American people
don’t want that, and Republicans won’t
be seduced into enabling it.

An ideological commitment to big
government has outweighed the White
House’s commitment to find a mean-
ingful compromise that does not dam-
age our fragile economy in the process.
Rather than find a way to bring gov-
ernment back to the people, the admin-
istration has committed itself to pro-
tecting the size and scope of govern-
ment at the cost of job creation, eco-
nomic growth, and America’s status in
the global economy.

The tragedy in all of this is that we
all know what is necessary to solve the
economic crisis we face. The answer is
to cut spending. The answer is to cut
spending.

It is no secret how to solve the enti-
tlement crisis, either. Any one of the
people involved in these discussions
could write it out on the back of an en-
velope. It is also no secret that Demo-
crats would rather demagogue any so-
lution Republicans propose in next
year’s election than join us in seriously
reforming them, despite what some
Democrats started to say once it be-
came clear Republicans wouldn’t agree
to a plan that raises taxes.

We all saw the news stories yesterday
about how senior Democrats have been
worried that reforming Medicare now
would make it harder for them to cam-
paign against Republicans later. Evi-
dently, they would rather save their
own jobs than save these programs
from insolvency.

I truly believed we could get this
done. I truly believed, perhaps naively,
that this administration would see the
necessity of preserving Social Security
and Medicare for future generations.

In the end, it appears that the per-
ceived electoral success of
demagoguing a solution proved its
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undoing. Or perhaps it was the ideolog-
ical commitment to preserving the size
of government by the most stridently
liberal Members of the other side.
Whatever the reasons, Madam Presi-
dent—whatever the reasons—it is a
tragic missed opportunity for the coun-
try.

I hope the economists are wrong and
that our economy will continue to
grow over the next year and a half to
buy us time to tackle the problems we
face. But after years of discussions and
months of negotiations, I have little
question that as long as this President
is in the Oval Office a real solution is
probably unattainable. This was not an
easy decision for me.

From my first day as Republican
leader in the Senate, I have called on
Presidents from both parties to work
with Congress on real solutions to the
problems we face. For more than 2
years I have had conversations with
the administration about working to-
gether to accomplish something big for
the country. On each occasion, I have
been met initially with encouraging
words that gradually give way to mov-
ing the goalposts.

In the end, they have always ex-
pressed a fundamental unwillingness to
engage in a meaningful effort to reduce
spending as a means to rein in the
debt. Despite our stagnant economy,
and the dire warnings of economic and
security experts that we cannot sus-
tain our mounting debt or unfunded li-
abilities, this President has proven
that he will do almost anything to pro-
tect the size and the scope of Wash-
ington, DC’s burgeoning bureaucracy,
including to threaten the economic se-
curity of every American by backing us
up to the edge of default.

I have heard some on the other side
of the aisle suggest that Republicans
have put us in this position by refusing
to accept what they call a balanced ap-
proach.

My response is that if the American
people have learned one thing over the
past few years, it is that they need to
bring their decoder rings to any debate
in Washington these days. When Demo-
crats say ‘‘investment,” they mean
government spending. When they say
“‘revenue,” they mean higher taxes.
And when they say ‘‘shared sacrifice,”
they mean they want you to take the
hit, not Washington. It starts with the
so-called rich, with the owners of the
corporate jets, but pretty soon it hits
the family flying in coach. Eventually
everyone gets fleeced.

Well, Americans have had enough.
They think it is time Washington
shares in the sacrifice. Republicans in-
vited Democrats into these discussions
about finding a solution to our prob-
lems, and while we approached them
with clear and unwavering principles,
we also brought an open mind. The
record reflects that. I will not betray
the confidence of those who were will-
ing to negotiate with us, but there can
be no question by anyone involved in
these discussions that Republicans
were willing to make tough choices.
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So where do we go from here?

Well, I was one of those who had long
hoped we could do something big for
the country. But in my view the Presi-
dent has presented us with three
choices: smoke and mirrors, tax hikes,
or default. Republicans choose none of
the above. I had hoped to do good, but
I refuse to do harm. So Republicans
will choose a path that actually re-
flects the will of the people, which is to
do the responsible thing and ensure the
government does not default on its ob-
ligations, and to continue to press the
administration to rein in Washington,
not to freeze it in place.

That is why I will continue to urge
the President to rein in our deficits
and debt in a way that puts the short-
and long-term health of our economy
ahead of his personal vision of govern-
ment. That is what the American peo-
ple want. That is what Republicans
will continue to insist on. Nothing less
will solve the crises we face. Nothing
less will do.

Madam President, I yield the floor.

RESERVATION OF LEADER TIME

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

MORNING BUSINESS

The ACTING PRESIDENT pro tem-
pore. Under the previous order, there
will be a period of morning business for
1 hour, with the time equally divided
and controlled between the two leaders
or their designees, with Senators per-
mitted to speak for up to 10 minutes
each, with the majority controlling the
first half and the Republicans control-
ling the final half.

Mr. McCCONNELL. I suggest the ab-
sence of a quorum.

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

The legislative clerk proceeded to
call the roll.

Mr. UDALL of New Mexico. Madam
President, I ask unanimous consent
that the order for the quorum call be
rescinded.

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

————

HONORING SERGEANT FIRST
CLASS LEROY ARTHUR PETRY

Mr. UDALL of New Mexico. Madam
President, I rise today as our Nation
honors the bravery and sacrifice of
Santa Fe native Leroy Arthur Petry,
an Army Ranger who, in 2008, risked
his life to save his fellow soldiers on
the battlefields of Afghanistan.

Today Sergeant First Class Petry
will be honored for his ‘‘conspicuous
gallantry’” with our Nation’s highest
military decoration: the Medal of
Honor.

I will be humbled to be at the White
House along with Sergeant First Class
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Petry’s family, friends, and fellow sol-
diers as President Obama honors him
with the Congressional Medal of Honor.

It will be a special day for Sergeant
First Class Petry, for his wife and his
children, and all his family, and for his
fellow Americans, as he becomes only
the second living active-duty service-
member to receive the Medal of Honor
for actions in Iraq or Afghanistan.

Sergeant First Class Petry’s story is
one of courage and sacrifice and im-
mense love of country. It is a story
that began years ago in Santa Fe with
a young man who struggled in high
school but refused to give up and, in-
stead, buckled down, dug deep, and
found the hero within—a hero to the
men he saved on that fateful day in Af-
ghanistan, and a hero to all Americans
who owe their freedoms to our brave
men and women in uniform. It is the
story of that day in May of 2008 that I
wish to tell you today.

Sergeant First Class Petry was a
member of the 75th Ranger Regiment
when he and his fellow rangers were de-
ployed to capture a high-value target
in Afghanistan. During their raid, they
were engaged in a firefight with the
enemy when several in their regiment
were pinned down by grenades.

Petry had already been wounded by
bullet fire, shot through both legs by a
hidden enemy. But Petry did not allow
his wounds to stop him as the battle
raged on. Pinned inside a courtyard
with a fellow ranger, he continued the
fight, calling in support and creating a
brief pause in enemy fire by throwing a
grenade their way.

One enemy grenade exploded within
10 yards of Petry and a group of rang-
ers. The explosion knocked the rangers
down and wounded two members of the
team.

Soon after the first grenade exploded,
the insurgents threw a second. This
time the grenade landed near two of
Petry’s comrades. With no thought to
his personal safety, Ranger Petry
grabbed the grenade and attempted to
toss it away. The grenade exploded as
he tossed it, taking Petry’s hand with
it, but saving the lives of those near
him.

Losing a hand would have been
enough to break most people, but not
Sergeant First Class Petry. Instead, he
calmly inspected his wound, stemmed
the flow of blood with a tourniquet,
and continued the fight, helping to pin
down the insurgents until they could
be killed.

It was this immense act of bravery
that saved the lives of his brothers in
arms. In fact, one of his fellow rangers,
SGT Daniel Higgins, wrote in a state-
ment about that day:

If not for Staff Sergeant Petry’s actions,
we would have been seriously wounded or
killed.

On that fateful day in 2008, then-Staff
Sergeant Petry was no stranger to
service to his country. He was on his
eighth deployment—let me repeat that:
his eighth deployment—in support of
U.S. operations overseas, his sixth in
Afghanistan, after two tours in Iraq.
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Sergeant First Class Petry’s life of
heroic service was based in humble be-
ginnings. A 1998 story in the Santa Fe
New Mexican newspaper featured a
then 18-year-old Petry. The young man
was a senior at St. Catherine Indian
school—the institution’s final grad-
uating class. He was also a recipient of
the ‘“‘Bootstrap’” award, which honored
area high school seniors who had com-
mitted to improving themselves and
their community.

Here is what the teacher who nomi-
nated him wrote:

With a record of fights, suspensions, and
ditching school, Petry realized that he was
on a path that led nowhere. He tried harder
in school and appreciated how it felt to make
his parents proud.

From a path to nowhere to a path to
history as a national hero, Sergeant
First Class Petry is an inspiration for
all young people who are struggling to
find their place in the world. To young
people who may be considering giving
up and taking a more destructive path,
he is a model.

Three years after his heroic actions
on the battlefield, Sergeant First Class
Petry continues to give back to his
country and his fellow soldiers. As a li-
aison officer for the U.S. Special Oper-
ations Command Care Coalition in
Washington State, Sergeant First Class
Petry provides a helping hand and
much needed resources to wounded sol-
diers, ill and injured servicemembers,
and their families.

Here is what Leroy’s father Larry
Petry said of his son in a recent inter-
view with a local New Mexico tele-
vision station:

He’s really overwhelmed by this. He keeps
saying, ‘“‘Dad, I was just doing my job. Any
other soldier would have done it.”

I think we will all agree with what
his father said in return:

Well, son, you did something great, and
they really want to honor you for that.

Despite all the attention and recogni-
tion brought by this award, Petry—like
so many of those brave warriors before
him—remains humble. A recent posting
on his Facebook page reads:

The award is bigger than the person . . .
and I will always remember that.

New Mexico has a long and proud tra-
dition of military service—exemplified
in the heroic actions of SFC Leroy
Petry on the battlefields of Afghani-
stan.

To Sergeant First Class Petry’s wife
Ashley and their four children, to his
mother and father and siblings and ex-
tended family, I know I speak for the
people of New Mexico and all of Amer-
ica when I offer the thanks of a grate-
ful nation. You sacrificed time with
your loved ones so he could bravely
serve our country. Along with Sergeant
First Class Petry, you are all heroes in
our eyes.

Sergeant First Class Petry is highly
deserving of this honor, and New Mex-
ico is honored to call him a native son.

Madam President, I yield the floor.

The ACTING PRESIDENT pro tem-
pore. The Senator from New York.
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Mr. SCHUMER. Madam President,
first let me thank the Senator from
New Mexico for his heartfelt remarks. I
know how much he cares about his con-
stituents and our country. We too at
the opposite end of the country thank
our soldiers for their sacrifice and also
the families of those who make the
highest sacrifice to our Nation.

———

DEBT DEFAULT

Mr. SCHUMER. Madam President, I
rise to speak about a subject that is
foremost on my mind and the mind of
my Democratic colleagues here today;
that is, the danger of defaulting on our
debt.

In the entire history of this great
country, we have never once defaulted
on our debt. America has always kept
her promises. But an alarming number
of my colleagues on the other side of
the aisle seem content to reverse that
proud record.

Time after time, they have rejected
sensible compromises to avert default.
Late last year, all the House Repub-
licans voted against the Simpson-
Bowles commission. Then a key Repub-
lican walked away from the Gang of 6.
Then Leader CANTOR abandoned the
Biden-led talks. Most recently, Speak-
er BOEHNER balked at President
Obama’s grand bargain-style offer be-
cause of pressure from so many in his
party. It is an obvious and unsettling
trend.

In each of these instances, the Re-
publican retreat was precipitated by
one thing and one thing only: an ideo-
logical quest to ensure that tax breaks
for the richest few are protected. They
have insisted we can’t raise a single
dollar from millionaires and billion-
aires, no matter how wasteful the tax
break or how generous the subsidy.

Instead, they would rather balance
the budget on the backs of middle-class
families. They think giving tax breaks
to millionaires and billionaires creates
jobs. What about all those dollars that
sit there in vaults and bank accounts?
Isn’t it true that taking away money
from middle-class people hurts the job
effort? It is a one-sided ideological
quest to help the most privileged few
among us.

This morning, The Hill newspaper re-
ported that Majority Leader CANTOR
made a proposal at the White House
yesterday that outlined $353 billion in
health care cuts. Among the cuts listed
by Leader CANTOR were approximately
$250 billion in reductions in Medicare.
According to The Hill, several of his
proposals ‘“‘would raise costs for Medi-
care and Medicaid beneficiaries.”

That would protect the wealthiest
among us—the millionaires and billion-
aires—and hurt the average middle-
class senior citizens.

This is the tradeoff Leader CANTOR
and the Republicans wish to make: pro-
tect millionaires and cut Medicare ben-
efits instead. This approach is not bal-
anced, it is not fair, it is not moral,
and it will not be accepted.

July 12, 2011

The proposal by Leader CANTOR is
very troubling, but we can’t ignore it
because, according to press reports this
morning, Leader CANTOR is now the
leader of these negotiations for the Re-
publicans. It was reported that he did
the plurality, if not the majority, of
the talking on the Republican side at
the meeting yesterday.

Leader CANTOR will need to approach
this set of negotiations better than he
did the last one. During the Biden-led
talks, Leader CANTOR bolted the room
as soon as it was time to make tough
decisions he didn’t like.

Let me read from the front page of
the Washington Post this morning.
This is the Washington Post story, not
my words:

Cantor thinks the way to win this haggling
session—one of Washington’s most impor-
tant in years—is by walking out of it.

I will repeat that from the Wash-
ington Post front page:

Cantor thinks the way to win this haggling
session—one of Washington’s most impor-
tant in years—is by walking out of it.

Leader CANTOR cannot repeat that
maneuver again this time. We are too
close to the debt limit deadline, and
there is no margin for error.

This is crunch time. The clock is
ticking. If we don’t reach an agreement
in the next few weeks, we risk roiling
the financial markets, and our Nation’s
fragile economy will suffer a serious
setback. Middle-class families will see
their mortgage rates and credit card
rates go up. Even a technical default—
the failure to pay interest on our debt
for just a few days—will cause the GDP
to contract and jobs to be lost, in all
likelihood. It doesn’t just affect the
government. It is not just something
far away. It affects every family with a
variable rate mortgage or credit card
debt. That is why it is time for my
GOP colleagues to jettison their ideo-
logical blinders and get down to prag-
matic problem-solving that will allow
us to avoid default and its aftermath.

We have had debt ceiling renewals on
our desks for decades. No one has ever
played brinkmanship like this. No one
has ever said our Nation will not live
up to its obligations—this great Na-
tion, which always has, from the days
of the Founding Fathers and Alexander
Hamilton.

On this side of the aisle, we are work-
ing in good faith to reach a deal. Over
the past few months, we have worked
diligently to identify more than $1 tril-
lion in spending cuts, many of which
are just as painful to our caucus as
taking away tax breaks to millionaires
are to the caucus on the other side. It
can’t be just one way. We have put
these difficult cuts on the table be-
cause, on this side of the aisle, we rec-
ognize our deficit is unprecedented and
bold comprehensive action needs to be
taken.

Let me say this: A budget agreement
cannot be considered bold and com-
prehensive unless it asks millionaires,
billionaires, and wealthy corporations
to contribute to deficit reduction. They
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don’t have to do the whole thing, but
they have to do their share. That is
why we want to repeal tax breaks that
serve no purpose whatsoever, other
than to bloat our budget deficit. We
want to make sure that at this time of
fiscal restraint there is shared sac-
rifice.

Let’s face it, middle-class Americans
and working-class Americans depend
on government programs in ways the
wealthy do not. If you are a millionaire
or billionaire, you don’t need Pell
grants to send your kids to college.
You don’t need to go to a community
health clinic to have your teeth exam-
ined when they ache. You don’t have
the high cost of prescription drugs to
be a barrier to you, and you don’t need
help to pay them.

If we are going to scale back vital
spending programs, which go right to
the core of middle-class, hard-working
American families, we must also scale
back special interest tax breaks that
benefit only the wealthiest few, such as
tax breaks for yachters and corporate
jet owners.

I wish to make something clear. I
have nothing against those who have
made a lot of money. I think that is
great. I think that is America. I know
lots of people like that. Most of the
ones I know say: Yes, I should pay my
fair share. But somehow there is a
small group that seems to feel they
should not pay almost any taxes. Those
people are running the show on the
other side of the aisle.

If we are going to bequeath the
American dream to future generations
and ensure that the American dream
continues to burn brightly in the
American breast, then we need to insti-
tute some shared sacrifice.

In normal times, this would be a con-
sensus, middle-of-the road position. It
is a position Ronald Reagan took. It is
a position George H.W. Bush took. As
David Brooks and other commonsense
Republicans have noted, Republican
Presidents and leaders have long sup-
ported coupling increased revenue with
spending cuts to reduce deficits.

But today’s GOP has, unfortunately
and sadly, been dragged so far to the
right by its ideological fringe that they
now reject this balanced approach out
of hand. They would sooner end Medi-
care as we know it than ask million-
aires and billionaires to pay a little
more in taxes. That is the nub of it.
They would sooner end Medicare as we
know it than ask millionaires and bil-
lionaires to pay a little more in taxes.

How many Americans agree with
that? Certainly, our political system,
for all its faults, at the end of the day
has truth at the bottom of it. This po-
sition will not help my colleagues on
the other side of the aisle. When either
party moves too far to the extreme—
Republicans too far to the right or
Democrats too far to the left—they ul-
timately lose. That is what is hap-
pening to the Grand Old Party in this
Chamber.

More than 40 Republicans, unfortu-
nately—40 in the House—have vowed to
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vote against any increase in the debt
limit no matter how much deficit re-
duction accompanies it. I am not aware
of a single Democrat who has drawn
such a dangerous, Draconian line in the
sand. Remember, it is not future spend-
ing you are voting against. You are
voting against paying your bills, pay-
ing your debt. Every American family
has to do it. Every American worker
has to do it. To say the government
should not do it is unprecedented.

I urge my colleagues on the other
side of the aisle to reevaluate their po-
sition. It is time for Republican leaders
to do some much needed soul search-
ing. Are they willing to risk an eco-
nomic cataclysm to mollify an extreme
wing of their party and score political
points against the President? Do they
want us to be remembered in the his-
tory books as the first generation of
Americans to renege on our obliga-
tions? Will they put their country be-
fore party, come to the bargaining
table, and forge a bipartisan path for-
ward?

Similar to most Americans, I am a
natural optimist. Sure, I don’t have
much evidence on which to base my op-
timism, when Republicans walk out on
negotiations time after time when they
don’t get their way. But I nevertheless
possess an innate belief that at the end
of the day, we will do what is best for
our country and our economy; we will
raise the debt limit, pass a far-reaching
deficit reduction package that includes
both spending cuts and repeal of tax
breaks for the richest few among us. As
the President recently put it—and he
was, whether intentionally or not,
quoting a great thinker from ancient
Babylon—*‘If not now, when?”’

Let us hope we arrive at an agree-
ment soon. Time is, unfortunately, not
on our side.

I yield the floor.

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

———
ETHANOL

Ms. KLOBUCHAR. Madam President,
I am here to talk about the recent bi-
partisan compromise on biofuels. I
have come to the floor a number of
times to talk about this country’s
biofuels policy.

In the last month, I have worked on
a bipartisan basis with Senator FEIN-
STEIN of California and Senator THUNE
of South Dakota to develop a com-
promise agreement that represents a
good-faith effort to improve our energy
policy under very difficult economic
times.

At a time of bitter budget debates
and entrenched positions, we worked
together to find common ground and
we took a step in the right direction
and that is a step of reducing the debt
immediately by $1.3 billion of the $2
billion remaining on the subsidy. I will
add that this is a subsidy this Congress
voted for just in January of this year.
The biofuels industry understands this
subsidy was going to end at the end of

S4497

this year, but they didn’t just let it
whittle away toward the end every
year, knowing there was waning sup-
port for it; they came to the table and
said let’s see if we can do something
good for energy policy and for this
country’s fiscal position.

Under this deal, the Volumetric Eth-
anol Excise Tax Credit will expire at
the end of the month, instead of the
end of 2011, as scheduled.

I have continued to say this debate is
not about whether we end this tax
credit; it is about how we do it. This
compromise agreement represents a re-
sponsible and cost-effective approach
to reforming our Nation’s biofuels pol-
icy.

First, this compromise dedicates $1.3
billion or two-thirds of the remaining
ethanol subsidies in savings toward
deficit reduction. It goes right into the
coffers of the government to reduce the
debt. At a time when our country is
struggling with increasing debt and
partisan bickering, the compromise
represents a step forward. Two-thirds
of the money goes toward the debt.

What happens to the rest of the
money? Normally, it would be going
into that tax credit—$400 million every
month—for the rest of this year. In-
stead, we take that existing $668 mil-
lion—the other third—and use it to ex-
tend and expand support for the pro-
duction of cellulosic biofuels. As the
occupant of the chair knows, coming
from New Hampshire, we have a lot of
cellulosic biofuels in the Midwest, but
it is something you can see all over the
country. It is a commitment to a new
generation of fuel—algae, biofuels,
switchgrass, you name it.

There are a lot of possibilities here
when you look at what could be the
next generation of cellulosic ethanol.
In fact, many of the first advanced
biofuels plants are expected to be ret-
rofitted onto existing corn-based eth-
anol facilities, providing additional
benefits to rural communities.

This compromise also extends the
small-producer tax credit for 1 year at
a reduced rate. This tax credit benefits
smaller ethanol plants, which were
some of the earliest pioneers in the in-
dustry and often structured as farmer
co-ops. Again, this is not new money.
The money is ending, under our plan,
as of July 31 for the tax credit. It sim-
ply takes one-third of the existing
money and uses it in a smart way so
that Congress won’t have to spend any
new money on very important areas,
such as cellulosic biofuels. This exten-
sion helps provide small ethanol plants
located in rural communities a glide-
path to adjust to the elimination of the
Volumetric Ethanol Excise Tax Credit.

Lastly, the compromise invests in
the infrastructure we need to bring
greater competition to the fuel mar-
ket. This means extending tax cred-
its—the existing money—to help gas
stations install a variety of fuel-dis-
pensing technologies, including eth-
anol, hydrogen, natural gas, and elec-
tric charging stations.
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So let me again repeat that this is
not just about biofuels, it is about all
kinds of alternative energy that com-
petes with oil. We should encourage
our homegrown fuels to compete with
foreign oil, and this investment will
help do just that and give consumers a
real choice at the pump. I have always
believed we should be investing in the
farmers and workers of our country in-
stead of the oil cartels in the Mid-
eastern countries.

The ethanol industry should be com-
mended for coming to the table to offer
over $1 billion in savings during these
difficult budget discussions. I think
this is most significant for some of the
discussions Senator SCHUMER was hav-
ing and we have all been having about
the debt. This compromise, while it
may be $1 billion instead of $1 trillion,
is an example of what we can do if we
are really serious about reducing our
debt. It is a model for what can happen
to reduce government subsidies going
forward.

Take for example the oil industry.
Traditional ethanol is a maturing mar-
ket providing only about 10 percent of
America’s fuel supply—10 percent of
the fuel supply. We are now at the
point where we are making more
biofuels than we import oil from Saudi
Arabia. That is pretty significant, but
we are still only 10 percent with
biofuels.

How about o0il? Well, the rest is oil.
The oil industry has been a mature in-
dustry and collected subsidies for near-
ly 100 years. Americans have shoul-
dered these costs for too long. The oil
companies no longer need these tax
breaks, and we simply can’t afford
them when we look at the debt we are
facing.

The list of the oil production tax de-
ductions includes the domestic manu-
facturing tax deduction for oil produc-
tion, costing $18.2 billion over 10 years;
the expensing of intangible drilling,
costing $12.5 billion to taxpayers over
10 years; the percentage depletion al-
lowance, costing $11.2 billion over 10
years; and the dual-capacity rule for
foreign tax credits, costing $10.8 billion
to taxpayers over 10 years.

The question isn’t about whether the
o0il companies deserve the profits; it is
a question about whether the American
people should pay the cost of providing
preferential tax treatment for the five
largest o0il companies in the United
States, which have racked up almost $1
trillion in profits in just the past dec-
ade. That is the issue. When we are
dealing with this debt, when we are
dealing with a debt where middle-class
families are paying multiple amounts
every single year—multiple dollars in
interest on our debt—should they also
be asked to foot the bill to pay for
these subsidies to oil companies when
these o0il companies have made almost
$1 trillion in profits in the past decade?
That is the issue. It is a question about
whether the mature oil industry should
continue to receive billions in subsidies
at a time when their profits are up 30
percent in the first quarter of 2011.
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I am not against drilling at all. I am
pleased about what is going on in
North Dakota, right to our west. But
when I look at what is happening with
this debt right now, we have to be
smart, and this is clearly one place to
look for savings. It is a question about
whether a hugely profitable industry
should continue to enjoy lucrative tax
advantages at a time when our Nation
can least afford it. With oil prices
much higher than actual costs, the oil
industry doesn’t need extra money
from the government.

We must get serious about tackling
the deficit and putting our country
back on sound fiscal ground. The prob-
lem we are facing now is not only a cri-
sis of dollars and cents, it is also a cri-
sis of the divide and the deadlock. It is
time to open the deadlock. We did it
with biofuels. We came forward with a
compromise with Senator FEINSTEIN,
who has spent her lifetime in the Sen-
ate fighting against ethanol. Senator
THUNE and I came together on a bipar-
tisan basis and got it done. We did it—
two-thirds of their immediate subsidy
going to debt reduction.

We know this deficit isn’t going to
fix itself.

The ACTING PRESIDENT pro tem-
pore. The Senator’s time has expired.

Ms. KLOBUCHAR. I ask unanimous
consent to speak for 1 more minute.

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

Ms. KLOBUCHAR. We all know this
debt isn’t just going to go away. We all
know we can’t just close our eyes and
click our heels and wish our debts
away.

In their report, the National Com-
mission on Fiscal Responsibility and
Reform wrote that ‘‘every modest sac-
rifice we refuse to make today only
forces far greater sacrifices of hope and
opportunity upon the next genera-
tion.” And they are right. A relatively
small industry such as ethanol is will-
ing to put two-thirds of its tax breaks
on the table for deficit reduction im-
mediately. The much larger and much
more profitable oil industry can cer-
tainly afford to do the same, if not
more.

I thank the Chair, and I yield the
floor.

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

—————
BUDGET NEGOTIATIONS

Mr. SESSIONS. Madam President, I
ask unanimous consent to enter into a
colloquy with my Republican col-
leagues.

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

Mr. SESSIONS. Madam President, I
thank Senator KLOBUCHAR. She is a
valuable Member of the Senate, and
she mentioned some savings or addi-
tional revenue from tax increases—
some were $10 billion, one was $8 bil-
lion, and I think one was $3 billion. I
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would just say that over 10 years, that
is how much those changes would raise.

I would recall for all my colleagues
that we unwisely spent $847 billion on a
stimulus package that produced little
income, and we are paying interest on
that of about $27 billion to $30 billion a
year. It adds up as the years go by,
every year, just the interest on that
one single expenditure.

We have now gone 804 days without a
budget in this body. During that time,
this country has spent $7.3 trillion.
That is $7,300 billion. We have paid in
interest on the money we have bor-
rowed $439 billion just in that period of
time we haven’t had a budget. Interest
on our debt is $439 billion in 804 days.
And we have accumulated, during this
time, an additional $3.2 trillion in debt.
During the past 2 years, under the
super Democratic majority here in the
Senate and in the House—60 Demo-
cratic Senators and the President’s
leadership—the discretionary non-
defense spending went up 24 percent,
and the President proposes in his budg-
et next year to increase the Education
Department, the State Department,
the Energy Department, and the Trans-
portation Department double-digit in-
creases again, when this year 40 cents
of every dollar we spend is borrowed.

I am glad my colleagues can be with
me now. I see Senator JOHNSON is here.
He is a member of the Budget Com-
mittee. We had more people want to
get on the Budget Committee this
year, the new Senators who were re-
cently elected. Senator JOHNSON was
one of the few to be selected. And they
hope to make a difference and to con-
front the problems we face.

Senator JOHNSON is a successful busi-
nessman. He just joined the Senate last
year. How has the Senator felt to date
about the process?

Mr. JOHNSON of Wisconsin. I appre-
ciate the kind words. My background is
in accounting, and I have been in busi-
ness for 34 years. I have produced budg-
ets for people on time. I have had peo-
ple produce budgets for me on time. I
look at the process—or the lack of a
process here as absurd. Think about it.
I have certainly produced budgets for
smaller businesses—Ilet’s say a $10 mil-
lion company. They would go through
an awful lot of detail to draw up a
budget. Talk about a little bit larger
business, maybe a $1 billion-per-year
business. There would be a lot of people
involved, a lot of detail, and all that
information filters up to the top. Then
you come here to Washington and you
see business as usual. I just want to
make sure the American people under-
stand how absurd this process is, the
fact we haven’t passed a budget in the
Senate in over 2 years.

We now have the President—at least
he has finally gotten engaged this last
week. They are meeting behind closed
doors. Is it really true they are going
to produce a budget over the course of
a couple of meetings—a budget for the
Federal Government that would be $3.7
trillion, $3,700 billion worth—and they
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are going to do this behind closed
doors, just a couple of people? That is
an absurd process.

The fact is, I am glad the President
finally acknowledged Medicare is
unsustainable. That is a sad fact. I
wish it weren’t so, but the first step, of
course, in any process of being healed
is to acknowledge that you have a
problem. So I am glad the President fi-
nally acknowledged Medicare is
unsustainable. But if he was really se-
rious about structural reform, if he was
really coming to the table in good
faith, he would have come to the table
6 months ago. He would have been sit-
ting down in good faith with Repub-
lican Senators, Republican Members of
Congress, who understand how urgent
the problem is, who want to work with
this President, who want to work with
anyone who is willing to seriously ad-
dress the fact that we are bankrupting
this Nation.

So, again, I find this process absurd.
And I would ask the American people
to please think about what is hap-
pening here. Rather than an orderly
process, rather than a process being
conducted in the light of day, we are
doing it behind closed doors, and there
will be something dropped, I am afraid,
in our laps with no time to review it—
another of these bills nobody has time
to read. And that is what the financial
fate of America rests on? I don’t think
s0. It should not be that way.

Mr. WICKER. I wonder if my friend
would yield on the matter of the proc-
ess.

Mr. JOHNSON of Wisconsin. Abso-
lutely. The floor is the Senator’s.

Mr. WICKER. Of course, the process
is important, and it is designed for the
President and the Congress to work to-
gether to solve these problems. I think
the process may be broken, which I
think points up why we really, bottom
line, need a constitutional amendment
to require the President to submit a
balanced budget and to require this
Congress to enact a balanced budget.

You know, the President submitted a
budget to us with deficits as far as the
eye could see. The budget was brought
to a vote under sort of an interesting
procedure here, and it didn’t get ome
single vote. Not one Republican, not
one Democrat would vote for President
Obama’s budget.

We hear rumblings that the Demo-
cratic chairman of the Senate Budget
Committee may actually be about to
bring a budget forward. It has been 800
days. We passed the 800-day mark last
week. The chairman of the Budget
Committee and the process have failed
to work to actually bring a budget out
to the floor, out from behind closed
doors, as my friend from Wisconsin had
said, and let us vote on all of these pro-
cedures.

So I would simply say the President’s
budget was a nonstarter. I think if the
Senate Democratic version ever were
to be devised and brought to the floor,
it would be a nonstarter, which is why
we haven’t seen such a proposal in 800
days.
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Bottom line: Republicans are united
on this side in resisting tax increases
on our economy at a time when we are
at 9.2 percent unemployment, and we
are united—all 47 of us—in saying we
need a basic change in the process in
this country of enacting a balanced
budget amendment and sending that
amendment out to the States for ratifi-
cation. That would be the type of proc-
ess reform I think the American people
agree we need.

Mr. SESSIONS. Madam President, I
ask my colleague, Senator LEE from
Utah who just joined us, his late father
was Solicitor General of the United
States and law school dean, and we are
glad that Senator LEE has put a lot of
effort in drafting a constitutional
amendment, the good lawyer that he
is, that would make a difference for our
country.

Maybe the Senator would share his
thoughts about his observations as a
new Senator on how things are going
and why he believes a constitutional
amendment, as Senator WICKER from
Mississippi said, would be helpful for
our country and help put us on a sound
path for the future.

Mr. LEE. Madam President, the need
has never been greater for us to avoid
gimmicks. Gimmickry in this context
can have very high stakes and can
prove most detrimental to our econ-
omy and to the ability of our govern-
ment to function.

We have to look out for those gim-
micks that would say we are going to
make a few cuts now, but most of the
cuts we are going to propose in return
for our ability to raise the debt limit
will involve sacrifices by future Con-
gresses, not the 112th Congress. We will
just make a few. But we will say that
the 113th and the 114th and successive
Congresses after will make the difficult
necessary sacrifices.

We can’t do that. Nothing allows us
to bind a future Congress. That is why
we need something that is gimmick
free. That is why we need to amend our
laws of laws, our U.S. Constitution, to
place important, meaningful, perma-
nent restrictions on the ability of Con-
gress to engage in perpetual reckless
deficit spending of the sort that has
produced a national debt now fast ap-
proaching $15 trillion, to a degree that
is escalating now at a rate in excess of
$1.5 trillion every single year.

In order to rid the problem, we have
to change the root causes. We have to
change the ability of the Congress to
exercise its authority that it has so se-
verely abused in recent decades under
clause 2 of article I, section 8 to engage
in deficit spending. A balanced budget
amendment, the balanced budget
amendment that has been endorsed and
embraced and cosponsored by all 47 Re-
publicans in the Senate will do that.
We have a growing number of Repub-
licans, a couple dozen, who have now
gotten behind the one proposal that
would allow us to approach the debt
limit with this in mind, and would re-
quire the balanced budget amendment
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to be part of that, and I urge my col-
leagues to support that.

Mr. SESSIONS. I thank Senator LEE
for his leadership and hard work on
that. It is not an easy thing to draft
something that people would all agree
with, but I think all the Republicans
have signed on to that, and we are
happy for that, and I believe this is not
an impossible dream.

When I came to the Senate in 1997,
we had a vote on the balanced budget
amendment. It fell one vote short. We
got 66; it required 67. How much better
off would we have been today, how
much less debt would we have placed
on our children and grandchildren had
that amendment been passed then? I do
think it is time for a national discus-
sion again on this issue and to make
that change, and would wish to point
out something about the debt we now
have.

The unemployment rate came in dis-
appointingly with only 18,000 jobs cre-
ated last month, in June. We look to
have 150,000 just to stay level. Unem-
ployment went up. Economic growth in
the first quarter was expected to be
much higher than it came in. I think
the first number was 1.8. Maybe it has
been revised to 2 percent.

The Rogoff-Reinhart study has stud-
ied debt defaults in countries all over
the world for eight centuries, a highly
respected study. Secretary Geithner,
the Treasury Secretary, said it is an
excellent study and in some ways it
underestimates the risk.

This study says when your debt
reaches 90 percent of the economy, 90
percent of the gross domestic product,
it pulls down economic growth by 1
percent to 2 percent. We are now at 95
percent debt to GDP. We will be at 100
percent of debt to GDP by the end of
this year.

I believe our growth could have been
3 percent instead of 2 percent the first
quarter. And 1 percent growth, accord-
ing to Obama White House’s economic
adviser Christina Romer amounts to 1
million jobs created. So I believe we
have lost 1 million jobs that could have
been created, we have lost additional
tax revenue and growth and prosperity
that would help us deal with our debt
because of the debt. You see, you can’t
keep borrowing.

Maybe when we get our GDP was 30
percent—maybe that is what it was
when Senator WICKER probably came to
Congress and now we are at 100 percent.
Our debt is as large as the entire pro-
ductivity of our economy, and econo-
mists tell us it is pulling down our
growth and it is costing jobs. Ameri-
cans are not working today because of
debt, and what we hear is, Don’t worry
about it; debts don’t matter.

Senator WICKER has been here in the
House and in the Senate. Has the Sen-
ator seen the situation in which our fi-
nancial crisis, short term and long
term, systemically is more severe than
it is today?

Mr. WICKER. Well, I guess I got to
the House in 1995; my friend from Ala-
bama came to the Senate 2 years later.
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I don’t think we could have imagined
an annual deficit of $1.5 trillion in 1
short year. We are spending that much
more than we are taking in. In other
words, we take in $2.2 trillion a year,
approximately, and we spend $3.7 tril-
lion a year, a difference of $1.5 trillion.
I don’t think we ever expected it to get
that serious when the Senator from
Alabama and I first got here.

Clearly there is no way we can turn
back the clock, but the Senator is cor-
rect. If we had enacted with just one
more vote in this very body a constitu-
tional amendment to balance the budg-
et, clearly we would not be facing this
fiscal crisis.

I want to also make a very important
point, and it is what all of the papers
are talking about, and that is whether
somehow a tax increase targeted to
deficit reduction is the thing to do.

Listen, my friends, Republicans and
Democrats over time until recently
have been united in saying tax in-
creases are a bad thing to do. I want to
ask my colleagues if they can help
identify the public official who said
this quote:

The last thing you want to do is to raise
taxes in the middle of a recession, because
that would take more demand out of the
economy and put businesses in a further
hole.

Would any of my colleagues care to
guess? Senator LEE?

Mr. LEE. That was President Obama
in the middle of 2009 who made that
comment.

Mr. WICKER. Absolutely. Somehow
the President, who made a very cogent
and correct statement in 2009, has com-
pletely changed his tune now.

We could have a budget deal in place
on the floor of the House and Senate
and ready to be passed if the President
of the United States would simply
come back to the position he took in
2009 and 2010. As late as December of
2010, the President was telling the New
York Daily News we should keep the
tax rates in place. The budget chair-
man in the Senate told Reuters last
July, only 1 year ago, that he sup-
ported extending the tax cuts and
keeping them in place, because to raise
taxes on the private sector during a
time of economic downturn is taking
money out of the private sector and
killing its ability to create jobs.

I would simply call on my colleagues
from the other side of the aisle to re-
turn to the position they had 1 year
ago and 2 years ago. Let’s get a budget
deal that addresses the debt by cutting
spending and be united as we were on
that issue some 1 year and 2 years ago.

Mr. SESSIONS. Senator JOHNSON, as
I recognized, is a businessman. Presi-
dent Clinton recently said we need to
reduce our corporate tax rate. I was on
a TV show with Senator BILL NELSON,
my good Democratic colleague, who
said we ought to reduce some of these
tax expenditures, as some call them.
My understanding was we could use
that to help get our rates down so we
are more competitive worldwide and
create more jobs.
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I guess my question is, if you sim-
plify the Tax Code and you eliminate
gimmicks, should the money be ap-
plied, as President Clinton suggested,
to reducing our rates so we are more
competitive or should they be used to
subsidize more spending by Wash-
ington?

Mr. JOHNSON of Wisconsin. Well, ob-
viously it makes more sense to actu-
ally use them to make us more com-
petitive so that global capital actually
flows to the United States to create
jobs here.

I am a long-term job producer. I cer-
tainly recognize it is the private sector
that creates long-term self-sustaining
jobs. I am afraid that is what our col-
leagues on the other side of the aisle
and President Obama simply don’t un-
derstand.

I am often asked, Are you surprised
by anything in Washington? I will tell
you one thing I am not surprised about
is that their solution is increasing
taxes. Let’s face it, we just undertook
a $4 trillion experiment in Keynsian ec-
onomics. We are down more than 2 mil-
lion jobs since that grand experience
began when President Obama became
elected. It doesn’t work. And now for
the Democrats and President Obama
proposing $1 trillion, $2 trillion or, as
was pointed out, as much as $2.8 tril-
lion in new taxes? What is that? That
is actually taking money out of the
private sector where real jobs are cre-
ated. That would be the wrong direc-
tion. That would be a big mistake.
That is why the Republicans are united
in saying increasing taxes at any time,
particularly in a weak economy, is the
wrong prescription.

Getting our debt and deficit and
spending under control, a balanced
budget amendment is the solution. It
can actually be enacted very quickly.
We don’t have to face the crisis that
President Obama and the Treasury
Secretary are trying to whip up here.

Mr. SESSIONS. I would say that I do
believe we are at a national crisis with
our debt. I believe it endangers the Na-
tion, because Erskine Bowles, who
chaired the Debt Commission ap-
pointed by President Obama, has told
us that we are facing an economic cri-
sis as a result of the debt in written
testimony to the Budget Committee,
and he warned that we have to change
our course. I certainly believe that is
true; and I believe the Rogoff and
Reinhart study, affirmed by Secretary
Geithner, is correct, that it is already
pulling down our growth. I am worried
about the future of our country.

Maybe Senator LEE will wrap up for
us. He just finished a campaign, talk-
ing to hundreds of thousands of people
in his State. What is the Senator’s per-
ception of what we need to be doing at
this point in time?

Mr. LEE. The American people ex-
pect us to stop burying our children
and our grandchildren under a moun-
tain of debt, to stop spending money
we don’t have, particularly when we
are spending about 40 cents out of
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every dollar that is borrowed, much of
that being borrowed from foreign sov-
ereign governments such as China.

Obviously there are times when as a
country we have needed to do this,
when our circumstances have required
it. The reason Congress was given this
power to begin with is to make sure
that, particularly in a time of war,
Congress had the means at its disposal
to provide for our national defense and
to provide for other immediate emer-
gent needs.

But this practice of what I refer to as
perpetual deficit spending has become
not just something we do on an emer-
gency basis, not just something we do
in a time of war or other kind of un-
usual circumstance; it has become
something we do as a matter of course
to keep things moving, to keep busi-
ness as usual operating in Washington
to the point where we are accumu-
lating over $1.5 trillion a year in new
debt.

Our constituents in every single
State expect more and they deserve
better. The reason for this has every-
thing to do with the fact that this
unites people along every point along
the political spectrum. Whether you
are a conservative and you care about
the deficit because you want to protect
our national defense system or because
you care deeply about our economy or
whether you are a liberal and you care
about the deficit because you are con-
cerned about what this will do to our
entitlement programs, all of those
things stand in grave jeopardy as a re-
sult of this practice of spending, this
practice that will result in the U.S.
Government having to spend a lot more
money every single year to pay inter-
est on the national debt, interest that
doesn’t benefit anyone, interest that
crowds out private investment and
kills jobs. That is what voters in my
State and every State are concerned
about.

Mr. SESSIONS. I thank the Senator.
Madam President, I would cite that the
interest factor my colleague mentioned
is very real.

This year we are expected to pay $240
billion in interest. How much is that?
That is just a number. The amount of
money that we spend under the Federal
Highway Program is $40 billion. The
amount of money we spend on Federal
aid to education is $100 billion. This
year we are paying $240 billion.

However, under the budget that was
submitted to the Congress by the
President—the Democratic Senate has
never brought one forward on their
own—that budget added $13 trillion
more to the debt, and the Congres-
sional Budget Office, our nonpartisan
accountants, has calculated what the
interest payment would be in the 10th
year of that 10-year budget. It has con-
cluded the interest payment that year
would be $940 billion. That is larger
than Medicare, it is larger than Med-
icaid, it is larger than Social Security,
it is larger than the defense budget.
These numbers are incredibly large and
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we cannot—as a gentleman told me at
a townhall meeting—borrow our way
out of debt. We cannot keep spending.
It is dragging down our economic
growth right now. It is costing jobs
right now.

There are some people who say we do
not have enough jobs; we need to spend
more. Where are we going to get that
money? Borrow that money. We are al-
ready borrowing 40 cents of every dol-
lar we spend. Can we afford to borrow
more to try to get a sugar high, keep
growth artificially growing now? I
think we just have to be mature,
grownup, and realize we are going to
have to work our way out of this fix.

We can do it if we create stability
and soundness in our economy. If we do
this right we can create a system in
which we can have growth. Our busi-
ness community is hanging in there.
They are doing pretty well. They are
holding up, but we have to create jobs.
We have to have more job growth and
more growth in the entire economy.
That is what we need.

I do believe the debt is a weight on
us. It is a burden that is reducing
growth, and we must have that to pull
our way out of this crisis. I am glad to
see the President has joined in the dis-
cussions, but I have to say I think he
has moved from the budget he sub-
mitted just a few months ago, which
was the most irresponsible budget ever
submitted to Congress calling for more
taxes, more spending, and more debt.
In other words, over the period of 10
years his budget laid out that taxes
would go up, the spending would go up
more than the taxes, and the deficit
would go up more than the current
path we are on. It made it worse.

We cannot do that. When that budget
was brought to the floor—I brought it
to the floor—and we got a vote, it
failed 97 to 0.

I am glad the President is working
now. Together we have to somehow de-
velop a strategy to put us on a course
so all Americans and the business com-
munity in our country and the world
financial community will say: Boy, the
United States is getting their act to-
gether. They are making the right de-
cisions. They are on a sound course
now. Maybe that is where we need to
put our money instead of some other
place because they are on the right
path. Right now it is very dangerous.

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

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

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

Mr. DURBIN. I ask unanimous con-
sent that the order for the quorum call
be rescinded.

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

Mr. DURBIN. Mr. President, I ask
unanimous consent to speak as in
morning business.

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

The Senator from Illinois.
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DAUNTING CHALLENGE

Mr. DURBIN. Mr. President, I have
been participating in the White House
meetings with President Obama and
the leaders of the House and Senate
from both Democratic and Republican
Parties for the last several days dis-
cussing the deadline we face of August
2, where we are required to extend the
debt ceiling of the United States and
the larger question about what we will
do with our Nation’s deficit and debt.
It is a daunting challenge but one with
a sense of immediacy. Most people
across America would just react intu-
itively and say: Please, no more debt.
They wonder why we want to extend
the debt ceiling. It is a part of our gov-
ernment and part of our economy that
needs at least a little bit of expla-
nation.

Imagine that you have decided to
purchase a home and you have a mort-
gage. To stay in your home and enjoy
it, you have to make your monthly
mortgage payment. When the time
comes, if you do not make your month-
ly mortgage payment, you run the risk
of being pushed out of your home,
evicted, foreclosed. That is what we
face on August 2, in a different form. If
we fail to extend the debt ceiling, we
are, in fact, missing our mortgage pay-
ment, and it creates problems. The
credit rating of the United States of
America will suffer as the credit rating
of any family would suffer if they did
not make a mortgage payment. The
likelihood that the United States could
borrow more money soon without high-
er interest rates is diminished. In fact,
we would face higher interest rates—
our government would—if we did not
extend our debt ceiling. That is not the
only problem. Higher interest rates for
our government mean more taxes have
to be paid by our citizens to finance
our debt, and interest rates across
America will go up as well. So average
citizens and families who had nothing
to say with this extension of the debt
ceiling are going to face higher inter-
est rates when it comes to purchases
that they might make for cars and
homes and appliances. It would be the
height of irresponsibility not to extend
the debt ceiling.

Since 1939, I was told this morning,
we have consistently, time after time,
extended the debt ceiling of America
without fail. We have never defaulted.
We have never called into question the
full faith and credit of the TUnited
States. We have never jeopardized our
credit rating in the world by failing to
meet this responsibility, and we cannot
do it now. With an unemployment rate
of 9.2 percent, with an economy still re-
covering very slowly, we cannot run
the risk of creating more unemploy-
ment and hurting businesses with high-
er interest rates, and so we have to do
it.

At the same time, though, we are em-
barking on an important, strategic na-
tional discussion about our deficit and
debt. I don’t know whether I am fortu-
nate or unfortunate. For the past year
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and a half I have been engaged in this
conversation in a much more focused
way than at any time in my career. 1
was appointed to be a member of Presi-
dent Obama’s deficit commission.
There are 18 of us, and I have stayed on
to work with 5 of my colleagues, 2
Democratic Senators and 3 Republican
Senators, to see if we can come up with
a bipartisan approach to deal with a
very difficult problem.

Let me give a few facts and a little
history that puts it in perspective.
Today, for every dollar our government
spends in America, we borrow 40 cents.
I just left the meeting of the Chinese-
American Interparliamentary Union
where members of the Chinese Par-
liament are just a few steps away.
China is our No. 1 creditor in the world.
China loans more money to the United
States, buys more of our debt, than any
other Nation. That is worrisome be-
cause China, though it is our largest
creditor, is also our largest competitor.

Go to your local Big Box store and
flip the product over and see where the
product is made. Time and time again
they are made in China. So this coun-
try that is financing our debt is also
competing with American producers
and workers. It is not a healthy situa-
tion. The more dependent we are on
these countries to finance our debt, the
weaker our economy. So reducing the
amount of money we borrow is in our
economic best interest, and it lessens
the chance that our children and
grandchildren will have to pay off the
debts we incur.

What is the status of the debt in
America? It is about $14.5 trillion, but
it has not been at that level before, and
it has not been at that level for a long
time. It is likely to go up. Just to give
a perspective on it, 10 years ago—just
10 years ago—the national debt of
America was $5 trillion. Now it is $14.5
trillion. Mr. President, $56 trillion. It
was the end of the Clinton Presidency,
and as President Clinton left office we
had 3 straight years of Federal budget
surplus. We were bringing in more rev-
enue than we were spending. It was
healthy because the excess we col-
lected we put into programs such as
Social Security to make sure they
would be there for years and years to
come. President Clinton, as he left of-
fice with a $5 trillion national debt,
which was the debt accumulated across
the history of America, and surpluses
coming in each year, said to the incom-
ing President, George W. Bush: Next
year’s budget is going to generate an-
other surplus, $120 billion. Welcome to
Washington.

President Bush became President,
and now fast-forward 8 years later.
What happened? The $5 trillion na-
tional debt during the Bush adminis-
tration grew to almost $11 trillion. It
more than doubled in an 8-year period
of time. Instead of leaving President
Obama a surplus, President Bush said:
Next year’s budget is going to have a
$1.2 trillion deficit. Mr. President, a
$1.2 trillion deficit. So the President
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faced the largest single annual deficit
as he came to office, President Obama,
and a national debt that had more than
doubled in the previous 8 years. How
does one double the national debt of
America in 8 years?

From George Washington until the
end of President Clinton, the net na-
tional debt of America was $5 trillion.
How did it more than double in 8 years?
Here is how: You wage two wars in Iraq
and Afghanistan and you don’t pay for
them. You add them to the national
debt. Then you do something that no
President has ever done in the history
of the United States, in the middle of a
war, with annual deficits: you cut
taxes. It is counterintuitive. You are
taking revenue away from the govern-
ment when it needs it to pay for a war
and to continue the functions of gov-
ernment. So there were unpaid-for wars
and tax cuts primarily for the wealthy
people in America, followed by pro-
grams that were not paid for. Put those
three together and build into it an eco-
nomic theory that if we just keep cut-
ting taxes on high-income individuals,
America will get well. The theory fails,
and the debt of America doubles in 8
years. That is what happened. It is a
fact. It went to $10.5 trillion from $5
trillion in just 8 years, and we know
what we have gone through since. Peo-
ple are out of work, folks are strug-
gling to get by, and businesses are
struggling. That is a reality of where
we are.

So when we come together to talk
about dealing with this debt, it is a
painful topic, and it affects every sin-
gle American. Here is what we found on
the Bowles-Simpson Commission: Any
serious conversation about reducing
America’s debt requires cutting spend-
ing and raising revenue. If we do not do
those two things, it will not work.
What do we cut? Well, almost every-
thing. We take a look across the board
at all Federal spending, whether it is
discretionary spending for domestic
purposes or for defense purposes. We
take a look at the entitlement pro-
grams, programs such as Medicare,
Medicaid, veterans, agriculture, and we
see where we can save money there.
And we look at revenue. Where can we
come up with revenue that will not
hurt the economic recovery but will
help us bring our debt under control?
The deficit commission came to that
conclusion, other Senators have come
to that conclusion, and now we are de-
bating it again with the President on a
daily basis in the White House.

This morning my colleagues from the
Republican side of the aisle came with
their solution—at least one of their so-
lutions. It is not a new idea. In fact, it
is an idea that has been around a long
time. It is called a balanced budget
constitutional amendment. We first
saw the move for a balanced budget
constitutional amendment in modern
times during President Reagan’s Presi-
dency. It was interesting.

President Reagan increased the debt
limit of the United States more than
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any other President. He ran up the
highest deficits of any President in his-
tory before him and had this push on to
amend the Constitution. It is ironic
that at the same time members of his
party were spending the money and
plunging us in debt, they said the an-
swer was to change the Constitution—
not change their conduct, not change
the way they managed the government,
but change the Constitution. It is like
saying: I will not tell you I am going to
stop stealing, but I will tell you I will
vote for the Ten Commandments. It
doesn’t work.

We have it within our power, as
Members of the Senate and the House,
to change the way we spend money in
Washington. To say we are going to
wait for a constitutional amendment
to get it done is to submit it to the
States and let them see if three-fourths
of the States agree we should amend
the Constitution. How long does that
take to amend the Constitution? The
last amendment to the Constitution
took 203 years before all the States—
three-fourths of them—got around to
ratifying it. Some of them take much
shorter periods of time, but there is no
guarantee when the States will get
around to doing this if they agree with
amending the Constitution.

So I ask my friends on the Repub-
lican side of the aisle: Instead of focus-
sing on the Constitution, why don’t
you focus on the here and now, the au-
thority we have as elected Senators
and Members of the House to do some-
thing, not to give speeches and preach
about changing our Constitution.

I have to tell you, when it comes to
this Constitution, I don’t address it
with fear but with humility. This is a
document which is revered not only in
the United States but around the
world. To say that, well, we are just
going to change the Constitution to
deal with today’s problems, I am skep-
tical and I am reluctant and I am hum-
bled by the fact that those words have
created the greatest, strongest democ-
racy on Earth.

Before we start changing the words
of that Constitution, I always say: Is
there another way to do it? The answer
is, yes; clearly there is. Instead of
speeches on the floor of the Senate
about constitutional amendments, why
don’t we have speeches on the floor
talking about the bipartisan deficit
commission and what we can do about
our debt? Why don’t we honestly come
together and say everything has to be
on the table—everything? All spending
programs, all entitlement programs,
all taxes have to be on the table, and
let’s take an honest look at how we can
address them and make this economy
strong and moving forward. That is
what we face.

We have had a bad track record from
some Members on the other side of the
aisle who give speeches about constitu-
tional amendments but don’t stick
around for the hard choices. We had a
chance to put a bill together into a law
that would have made a vote of Con-
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gress mandatory on bringing the budg-
et deficit down dramatically. Seven
Republican Senators who were cospon-
sors of that bill when it came to the
floor voted against it and defeated it.
They walked away from it. We have
had conversations here where Senators
have come together and tried to work
out our differences on deficits and
come up with a plan. In one group I
have been part of, one of the Repub-
lican Senators walked away from it,
and it basically was put on hold be-
cause of that.

Vice President BIDEN was given the
authority to sit down in a bipartisan
conversation and come up with an ap-
proach to the deficit and the Repub-
lican House majority leader walked
away and said, I am not going to par-
ticipate. This last week, President
Obama was working directly with the
Republican House Speaker, trying to
come up with a plan over the weekend
and the House Speaker said, I am walk-
ing away from it.

So the Republican Party has become
the “walk away, Renee’’ party when it
comes to this deficit. We have to keep
them in the room. They have to stop
theorizing about constitutional amend-
ments down the road months and years
from now and deal with the here and
now. The reality is we need to extend
our debt limit, we need to deal with
our deficit in an honest way, and we
need to put everything—underline ev-
erything—on the table. That is painful
on our side of the aisle when it comes
to entitlement programs and it is pain-
ful on their side of the aisle when it
comes to taxing those in higher income
categories. But until we reach that
point, this conversation is going to
continue to lead to more debt, more
money being borrowed from China, and
an economy that is not going to get
back on its feet.

I think we can do this in a respon-
sible fashion. I hope we can have a bi-
partisan approach to it. It is the only
way it will work. With a Republican
House and a Democratic Senate, we
need a bipartisan approach. We will be
returning this afternoon with the
President to deal with this, to work on
approaches to it, and I hope we can get
something done in a positive fashion.

This morning Senator MCCONNELL
said some interesting things I wish to
address. Senator MCCONNELL is the
Senate Republican leader. He implied
that this debate should be fairly easy.
I wish he were right. He said the Re-
publicans have been the party that has
brought an open mind to these discus-
sions. Well, I don’t think that is a fact
that can be proven based on what I said
earlier.

He said:

The suggestion has been made that this de-
bate was hinged on the question of whether
or not the two parties could find a solution
to our economic problems without raising
taxes. Wrong. We could have done that with-
out breaking a sweat.

He added:

It’s no secret how to solve the entitlement
crisis either. Any one of the people involved
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in these discussions could write it out on the
back of an envelope.

Perhaps that is part of the challenge
here. I know the Republican approach
to Medicare is much different than the
Democratic approach. The House Re-
publican budget would have dramati-
cally changed Medicare as we know it.
It would have doubled the out-of-pock-
et expenditures of senior citizens. It
would have put the Medicare Program
in the hands of private health insur-
ance companies. Unfortunately, it
would have put many seniors in their
sixties, seventies, and eighties at the
tender mercies of health insurance ad-
justers. That is not a good approach to
health care for our seniors.

The challenges we face are not easy,
they are not cosmetic, and they can’t
be solved by letting the market—mean-
ing insurance companies—run Medi-
care.

In these negotiations, I believe many
Democrats, myself included, are will-
ing to sit down and talk about reduc-
tions in government spending. Even
though I believe in my heart of hearts
our economy needs a stimulus at this
point and reducing spending may be ex-
actly the wrong thing to do, I am still
prepared to sit at the table and find a
consensus if we can when it comes to
spending cuts.

But we shouldn’t make this economic
challenge be subject to dramatically
changing the benefits under Social Se-
curity and Medicare and Medicaid.
These programs are critical for fami-
lies across America. Some of them
have watched their savings disappear,
their pension plans evaporate in a
bankruptcy court, and they count on
Social Security. We have to be there to
make sure Social Security will be
there for them.

Senator MCCONNELL also wants the
Senate and the American people to
think Republicans are negotiating in
good faith and the Democrats are not.
He said:

We showed a willingness to sacrifice all
along even as we made it crystal clear from
the outset that tax increases would not be a
part of the agreement.

So I have to ask Senator MCCONNELL:
What is it the Republicans are willing
to sacrifice in this debate? He went on
to say:

There can be no question by anyone in-
volved in these discussions that Republicans
are willing to make tough choices.

Again, which tough choices? Right
now we are at a stalemate in our con-
versations with the President because
the Republicans have been unable to
come up with an approach that will
meet the needs of deficit reduction.

So we need to work together. Both
sides need to be willing to make these
tough choices and face these chal-
lenges. Unless and until we do this on
a bipartisan basis, we will not be serv-
ing the people who elected us.

It struck me as I sat in that room the
other night—the Cabinet Room with
the President—what a rare honor it is
for me and for every one of us in that
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room to be there, to be entrusted with
this responsibility for this great Na-
tion of over 300 million people who are
counting on us to do something his-
toric and maybe politically bold. I am
prepared to do that. I hope others are
as well. I think if we approach it on a
bipartisan basis, with both sides will-
ing to give, with everything on the
table, we can solve this, and we should
do it as quickly as possible.

———

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Morning
business is closed.

———

SHARED SACRIFICE IN RESOLVING
THE BUDGET DEFICIT

The PRESIDING OFFICER. Under
the previous order, the Senate will re-
sume consideration of S. 1323, which
the clerk will report.

The assistant legislative clerk read
as follows:

A Dbill (S. 1323) to express the sense of the
Senate on shared sacrifice and in resolving
the budget deficit.

Pending:

Reid amendment No. 529, to change the en-
actment date.

Reid amendment No. 530 (to amendment
No. 529), of a perfecting nature.

Reid motion to commit the bill to the
Committee on Finance, with instructions,
Reid amendment No. 531, of a perfecting na-
ture.

Reid amendment No. 532 (to the instruc-
tions (amendment No. 531) of the motion to
commit), of a perfecting nature.

Reid amendment No. 533 (to amendment
No. 532), of a perfecting nature.

Mr. DURBIN. Mr. President, I yield
the floor, and I suggest the absence of
a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

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

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

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

Mr. SANDERS. Mr. President, let us
be very clear that in terms of the def-
icit-reduction package that is being de-
bated, we are talking about an issue of
huge consequence not only for people
today but for our kids and our grand-
children. This is likely, from a domes-
tic perspective, the most important
issue any Member of the Senate or the
House will ever vote on in his or her
political career. This is a huge deal
which in many ways will shape the fu-
ture of America.

I know the media refers to the dis-
cussion as whether we are going to
have a big deal of $4 trillion or whether
we are going to have a smaller deal of
$2 trillion, but the real issue is whether
we are going to have a fair deal—a def-
icit-reduction package that represents
the interests of working people and the
vast majority of our people or whether

The
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we are going to have a deficit-reduc-
tion package that ends up reflecting
the needs of the wealthiest people in
this country, who are doing phenome-
nally well, and the largest corpora-
tions, which in many instances are
making recordbreaking profits. That is
really what the debate is about.

The Republican position on deficit
reduction has been extremely clear and
is consistent with their rightwing ide-
ology. Despite the fact that our cur-
rent deficit crisis has been caused by
two wars—unpaid for—huge tax breaks
that have gone to the wealthiest people
in this country, and a recession caused
by the deregulation of Wall Street and
the lack of revenue coming in as a re-
sult of that recession, our Republican
friends are adamant that while the
richest people in this country are be-
coming much richer, while today we
have the most unequal distribution of
income and wealth of any major coun-
try, where the top 400 individuals own
more wealth than the bottom 150 mil-
lion Americans—that gap between the
very rich and everybody else is growing
wider—our Republican friends say the
deficit must be balanced on the backs
of working families, the elderly, the
sick, and the children. No, the very
rich, the top 1 percent, who now earn
more income than the bottom 50 per-
cent, should not be asked to contribute
one penny more.

The Republicans are very clear, de-
spite the fact that corporate profits are
soaring, that corporation after cor-
poration is enjoying huge tax loopholes
that enable them to make billions of
dollars a year in profits and not pay
one penny in taxes. Republicans say:
Sorry, off the table. Large, profitable
corporations, with CEOs making mil-
lions a year, don’t have to contribute
to deficit reduction. Only the children
have to contribute, the elderly have to
contribute, and only working families,
the unemployed, and the sick have to
contribute to deficit reduction. We
have to balance the budget on the
backs of those people. But if you are
very rich and getting richer, if you are
a profitable corporation, that is off the
table. You don’t have to contribute a
nickel.

Poll after poll shows that the Repub-
lican position and their ideology is way
out of touch with what the American
people need or want. This is not BERNIE
SANDERS talking; this is the American
people talking. In poll after poll, when
the American people are asked, ‘“What
is your preferred option in terms of def-
icit reduction?” they say it is to ask
the wealthy to pay more in taxes. So
when our Republican friends say the
American people don’t want to raise
taxes on the wealthy, that is just not
true.

To my mind, what the Republicans
are proposing is immoral in terms of
coming down heavy on the most vul-
nerable people in our society, people
who are already hurting as a result of
the recession. When real unemploy-
ment is 15 percent, what do you want
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to take out of those people? They do
not have any job. We have the highest
rate of childhood poverty in the indus-
trialized world—21 percent of our kids
living in poverty. They want to cut
them even more? We have hunger
among senior citizens in this country
going up. They want to take away their
nutrition programs? Not only is that
immoral, to my mind, it is bad eco-
nomics because you don’t get the econ-
omy moving until working people have
some money to go out and buy the
goods and services that companies are
selling.

To my mind, where the Republicans
are coming from on this issue is way
out in right field and way out of touch
with where the American people be-
lieve we should go. But having said
that, I have to say I am very confused
as to where President Obama is coming
from on this issue. And maybe I speak
here as an Independent—not a Repub-
lican, not a Democrat, but the longest
serving Independent in American con-
gressional history—but I think I speak
for the vast majority of the American
people on this issue. Where is President
Obama on this issue? We know where
the Republicans are coming from. But
suddenly, out of nowhere, President
Obama tells us that Social Security
cuts have got to be placed on the table.

Where does this come from? The
President understands that Social Se-
curity hasn’t contributed one nickel to
our deficit. In fact, Social Security has
a $2.6 trillion surplus today and can
pay out every benefit owed to every eli-
gible American for the next 25 years.
Social Security is funded by the pay-
roll tax, not by the U.S. Treasury. The
President understands that. Yet the
President has now put on the table sig-
nificant cuts in Social Security as well
as Medicare, as well as Medicaid, de-
spite his knowledge and his previous
statements that cuts in these programs
would be devastating to ordinary
Americans.

The President of the United States,
Barack Obama, in recent statements
has talked about the growth of polit-
ical cynicism in this country and has
argued the American people are sick
and tired of politicians who refuse to
tackle big issues. There is truth to
what he is saying. But there is also a
bigger truth, and that is the American
people are sick and tired and dismayed
about candidates who run for office
saying one thing, and then, after they
are elected, doing something very dif-
ferent.

In that regard, let me mention that
when candidate Barack Obama ran for
office he told the American people over
and over he was going to fight to pro-
tect the needs of ordinary Americans,
and the elderly and the sick and the
children. Among many other promises
he made during his tough campaign
against Senator MCCAIN, he said he was
not going to cut Social Security bene-
fits. That is what he said over and
over.
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Let me quote then-Senator Barack
Obama and what he told the AARP on
September 6, 2008:

John McCain’s campaign has suggested
that the best answer for the growing pres-
sures on Social Security might be to cut
cost-of-living adjustments or raise the re-
tirement age. Let me be clear: I will not do
either.

That was Barack Obama in Sep-
tember 2008. So, Mr. President, when
you ask why the American people are
frustrated with politicians, why they
are increasingly cynical, it has a lot to
do with candidates who say one thing
and do another. If you told the Amer-
ican people you are not going to cut
Social Security, then don’t cut Social
Security. Keep your word.

In case people think: Well, these pro-
posed cuts are not significant; they are
trifling, let me quote from a document
from Social Security Works, a coali-
tion of many organizations that is
doing a great job defending Social Se-
curity. And when President Obama and
others are talking about cutting Social
Security, one of the approaches they
are looking at is changing how we do
COLAs—how we do CPIs. So this is
from that document by Social Security
Works:

The Congressional Budget Office estimates
the adoption of the so-called ‘‘Chained-
CPIL,"—

Which is what I believe the President
is talking about.
which would be used to determine Social Se-
curity’s annual COLA under this proposal,
would cut benefits by $112 billion over 10
years. The Social Security Administration’s
Chief Actuary estimates the effects of this
change would be that beneficiaries who re-
tire at age 65 and receive average benefits
would get $560 less a year at age 75.

Let me repeat that. They would re-
ceive $560 less a year at age 75. That
may not seem like a lot of money to
some folks around here, but when you
are trying to get by at the age of 75—
when you have all Kinds of medical
bills and you have all kinds of prescrip-
tion drug costs and you are trying to
eat, and maybe you are getting $14,000
a year in Social Security—$560 a year
is a lot of money.

But then it gets worse. Because what
the Social Security Administration es-
timates is that at 85—and more and
more people, thank God, are living to
85, people who are very fragile at age
85—people would see cuts of about
$1,000 a year. So the longer you live,
the more your cuts.

Is that what we are about in America
now? We don’t ask billionaires to pay
any more in taxes, but we tell some-
body who is 85 years of age, living on
$14,000 a year, they would get $1,000 less
than otherwise because we have adopt-
ed this so-called chained CPI that I
gather the President is pushing.

I think the issue is very clear, and
that is that the Senate, this Congress,
have got to stand with the over-
whelming majority of the American
people who understand that the solu-
tion to this deficit crisis requires
shared sacrifice. Yes, we have to take a

July 12, 2011

look at waste and fraud and bureauc-
racy at every agency of government.
No one disputes that. Yes, we have to
take a hard look at military spending,
which has tripled since 1997. And yes,
maybe we have to bring the troops
home from Iraq and Afghanistan soon-
er than many here wish, or that the
President wishes, and save substantial
sums as we do that. But most cer-
tainly, if we are going to go forward
with shared sacrifice, yes, we do have
to ask billionaires, who—despite all
their power and all their campaign con-
tributions and all of their lobbying—
are doing phenomenally well, to con-
tribute to deficit reduction. And yes,
maybe those companies that stash
their money in tax havens in Bermuda
and the Cayman Islands in order to
avoid taxes to this country—$100 bil-
lion a year—will have to start paying
their fair share.

On my Web site, which is sand-
ers.senate.gov, I put a letter which
said: Mr. President, stand tall, take on
these rightwing idealogs who want to
make devastating cuts to working fam-
ilies. In a couple of weeks, we have had
135,000 signatures on that letter. I
think that letter reflects what the
American people want. They want
shared sacrifice. They do not want to
see the elderly, the kids, or working
families being battered more and more,
especially in the midst of this reces-
sion.

I would say to President Obama: Do
not assume—do not assume—because
you work and reach an agreement that
everybody here is going to support that
agreement. The American people de-
mand fairness, they demand shared
sacrifice, and some of us intend to
bring that about.

With that, Mr. President, I yield the
floor.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

Mr. BROWN of Massachusetts. Mr.
President, I ask unanimous consent to
speak for up to 7 minutes. I don’t be-
lieve I will need all of that.

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

Mr. BROWN of Massachusetts. Mr.
President, I always enjoy listening to
my New England colleague speak. The
rightwing rhetoric stuff, though,
doesn’t work for me when people of
good will on both sides of the aisle are
trying to solve these problems.

We are working on a sense of the
Senate here today, and I am rising to
speak about my own sense of the Sen-
ate. It is an amendment I filed to this
bill we are on addressing a key com-
monsense idea. It is very simple: Don’t
raise taxes on small businesses, period.
But especially don’t raise taxes at a
time when unemployment is over 9 per-
cent and there is meager job growth
throughout the country. Quite frankly,
it has stalled out. We can’t afford more
of the failed economic policies we have
been experiencing. Frankly, I can’t be-
lieve increasing the tax burden on
small businesses is even on the radar
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screen here in Washington. It makes no
sense to me. I want to do the opposite.
I think we should respond to these ter-
rible unemployment numbers with a
progrowth idea such as a payroll tax
deduction for businesses that hire
workers. Let’s do something construc-
tive, something that adds incentives to
actually get our economic engine mov-
ing again, especially with the busi-
nesses that do it best, which are small
businesses.

The idea we would raise taxes right
now on small businesses is the very
definition of being out of touch with
the people back home who actually
work for a living and who create jobs
for others. As I travel back to Massa-
chusetts—and I do that virtually every
weekend—I meet with constituents,
and I think I have had over 230 or 240
meetings since I have been elected. The
biggest question I am always faced
with is: What is going on in Wash-
ington? Why do you guys always throw
a wet blanket over us, with overregula-
tion, overtaxation, creating a lack of
stability and certainty? It is not some-
thing that is making a lot of sense
back home.

When I hear from small business peo-
ple back in Massachusetts, they are
worried they can’t hire more workers.
We need to actually create confidence
in our small businesses so they will put
people back to work. Instead, we are
terrifying them with these tax pro-
posals and a lot of the rhetoric they
are hearing here today. They do not
know what is coming down. They do
not know what is next. People up here
listening have no clue what is next.
What are we in Washington going to do
next that will throw that wet blanket
on things? Yet we expect them to hire
a new employee? It is not going to hap-
pen.

In particular, there have been recent
calls from some on the other side of the
aisle to repeal the LIFO—last in, first
out—accounting method, and applying
it retroactively, without even reducing
the corporate tax rate or doing any-
thing to soften the blow on small busi-
nesses. That would be disastrous on
those who depend on the current sys-
tem. As the Presiding Officer knows,
our corporate tax rate is already the
second highest in the world. If Japan
lowers theirs, ours will be the highest.
And it is often the small local compa-
nies that get punished the most. Yet
some here in Washington want to tax
small businesses more. I don’t get it; I
am sorry.

Despite these many challenges, in
the past decade this country has seen
the creation of more than 300,000 small
businesses—companies with 500 em-
ployees or less. These small firms and
the founders who started them took
risks during a time many large compa-
nies had been downsizing. As a member
of the Small Business Committee, I
hear testimony regularly from many of
our business leaders expressing the dif-
ficulties of the current environment,
and I believe we absolutely need to do
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everything in our power to protect
small businesses from the heavy hand
of government—the overregulation, the
lack of certainty and stability, the po-
tential overtaxation.

In Massachusetts and throughout
this great country, small businesses,
and especially manufacturers, have
been the key to our economic recovery.
They are the economic engines in Mas-
sachusetts and the rest of the country.
They are the lifeblood of our economy.
They range from mom-and-pop stores
to some of the country’s most cutting-
edge, high-tech startup companies.
How can we tax these job-creating
small businesses and then stand on the
Senate floor and speak about how
awful it is that unemployment is at an
all-time high, cloaking it in the lan-
guage of rhetoric of ‘“‘millionaires and
billionaires, and corporate jets.”” We all
know, even if we do the things we talk
about, it doesn’t get us close to solving
or dealing with the problems.

It is outrageous and, quite frankly,
the American people can see right
through it. We should be doing better.
So I filed the amendment today to say
that I, for one, will not support more
burdens on small businesses. They al-
ready face enough problems and chal-
lenges.

The current unemployment numbers
that we are all seeing from States
across the country should serve as a
wake-up call that people are still hurt-
ing. They need some relief. They want
to do their best, but they are being sti-
fled. That wet blanket is hurting them
and stopping them from creating jobs.
It should be our No. 1 priority, and I
hope it will get the attention and sup-
port of every one of my colleagues.

If you care about the survival of your
State’s small businesses, stop pro-
posing increasing the taxes, increasing
regulatory burdens, creating that wet
blanket and killing off the incentive to
actually go out and hire.

Mr. President, I thank you for your
courtesy in the beginning, and I yield
the floor.

———

RECESS

The PRESIDING OFFICER. Under
the previous order, the Senate stands
in recess until 2:15 p.m.

Thereupon, the Senate, at 12:32 p.m.,
recessed until 2:15 p.m. and reassem-
bled when called to order by the Pre-
siding Officer (Mr. WEBB).

———

SHARED SACRIFICE IN RESOLVING
THE BUDGET DEFICIT—Continued

Mr. KIRK. Mr. President, I ask unan-
imous consent to speak for 2 minutes
as in morning business.

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

VETERANS AFFAIRS AND MILITARY
CONSTRUCTION APPROPRIATIONS

Mr. KIRK. Mr. President, I urge
Members of this body to support clo-
ture on taking up the debate on the
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veterans and military affairs appro-
priations bill for next fiscal year.
Chairman JOHNSON and I have put to-
gether a completely bipartisan bill
which was unanimously supported by
Republicans and Democrats in the Sen-
ate Appropriations Committee. This
bill basically marked its spending level
to the level approved by the House of
Representatives, that passed the sub-
committee, the full committee, and
out on the House floor. The bottom
line for its budget authority discre-
tionary spending is the bill comes in
$1.2 billion below the President’s spend-
ing request, $620 million below last
year’s enacted level, and is even $2.6
million below the House. There are no
earmarks in this bill.

A few details. The bill does provide
$128 billion to support our over 22 mil-
lion veterans. That is $182 million in
budget authority discretionary below
the administration’s request.

The bill provides $13.7 billion for
military construction. That is about $1
billion below the administration’s re-
quest or $279 million below the House
bill.

Our Senate bill cuts or eliminates 24
separate projects, and all of those cut
decisions were made in coordination
with Chairman LEVIN and Ranking
Member McCAIN from the draft Senate
Armed Services Committee bill so that
appropriations and authorization are
synched up. We also completely denied
funding for the building of a new facil-
ity to house the current Court of Ap-
peals for Veterans Claims.

The bill also lays the policy ground-
work for making further spending re-
ductions in outyears for Obama admin-
istration potential requests for funding
in South Korea, Germany, and Bah-
rain.

In short, we believe that this bill
should move forward, that the Appro-
priations Committee should begin its
regular work, and because this is a
unanimous, bipartisan product from
the Senate appropriations bill and it
marks to the House level, I urge Mem-
bers to support cloture on a vote we ex-
pect tomorrow morning.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Maryland.

Mr. CARDIN. Mr. President, I take
this time to talk about the pending
business: the deficit of this country
and the looming debt ceiling limit that
will be exceeded in August if we don’t
take any action in the Congress.

First, let me talk a little bit about
the debt ceiling. There has been a lot of
talk about the debt ceiling as to what
is responsible for Congress to do.

We all know that over the last 50
years or so, the debt ceiling has been
increased over 80 times. It is done after
the fact. That means we have already
incurred the liability, and the question
is whether we will pay our bills.

The decisions we have to make in re-
gard to our fiscal policies need to be
made at the time we consider the budg-
et, but now we have to pay our bills,
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and raising the debt ceiling is not only
a legal responsibility that we have to
pay our bills, it is also a moral respon-
sibility and speaks to whether we are
willing to live up to our obligations.

The failure to raise the debt ceiling
would be irresponsible. It would jeop-
ardize our national security because it
would cost taxpayers more money, and
it would say to the world that U.S.
bonds, which are the safest in the
world, are called into question. I think
we all should agree we need to make
sure we increase the debt ceiling in
time so we do not cause those adverse
effects to our Nation.

The debt ceiling debate gives us an
opportunity to do something about the
deficit. Our deficit is not sustainable.
By that, I mean if we do not change
course, our debt will be too large as a
percentage of our economy to be sus-
tainable. We need to deal with spending
and we need to deal with revenue and
bring them into balance.

The discussions on the debt ceiling
could be the opportunity for us to de-
velop a credible plan to manage our
deficit, and I certainly hope that is the
case, that we come together with a
credible plan to manage our deficit. I
hope it will be bipartisan, that Demo-
crats and Republicans will work to-
gether on a plan. It would not be ex-
actly what either side wants. In fact,
we will both have to make com-
promises. If we do that, if we have a
credible plan, I believe it will stimu-
late our economy and clearly help us
create more jobs, which is the best we
can do to help reduce our deficit.

To start, we have to understand how
we got to this point. Ten years ago, we
had surpluses. Ten short years ago, we
had surpluses. We were concerned that
we might be retiring all of our pri-
vately held debt. I was proud to have
been part of the Congress that voted on
the legislation that brought our defi-
cits down and gave us a surplus and one
of the longest periods of economic
growth in America’s history.

Then, during the previous adminis-
tration which inherited that large sur-
plus, policies were brought forward to
cut taxes, not once but twice. Many of
those tax cuts went to our wealthiest
people. The United States went to war
in two countries and borrowed money
in order to pursue those wars—I think
the first time in modern history the
United States went to war and asked
the people to sacrifice by cutting taxes.
The end result was large deficits, and
when Barack Obama became President,
he had huge deficits, unlike George W.
Bush, who had huge surpluses. When
George W. Bush took the oath of office
for the Presidency, our economy was
growing jobs. When Barack Obama be-
came President of the United States,
we were losing 750,000 jobs a month.

That is the current situation. The
situation we face today is we have
these deficits we have to deal with.
How do we deal with them? We need a
balanced approach.

I must tell you that I am proud Sen-
ator CONRAD, on behalf of the Demo-
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crats on the Budget Committee, has
come forward with a credible plan that
preserves the priorities of this country
to grow and does bring our deficit
under control. I am proud to be a mem-
ber of the Budget Committee. Working
with Senator CONRAD, working with
my Democratic colleagues, we put to-
gether the plan Senator CONRAD spoke
about on the floor earlier this week.

First, the most important aspect of
Senator CONRAD’s budget is that it
brings down the deficit by $4 trillion
over the next 10 years. It actually has
more deficit reduction than the House-
passed so-called Ryan plan that the Re-
publicans in the House sent over to us.
The Conrad plan that the Senate
Democrats have come up with will
bring about more deficit reduction and
substantially more deficit reduction
than the Bowles-Simpson commission
had recommended because we are using
more accurate numbers.

It would stabilize the debt by 2014.
That is a very important point. I think
what we are all trying to do is manage
our deficit and at the same time help
our economy. That is what the Conrad
budget does. It stabilizes the debts by
2014, and it starts with reducing domes-
tic spending. When we look at spending
generally and what has happened, we
are now spending about 24.1 percent of
our GDP. The Conrad budget over 10
years would bring that down to 22.1
percent—a substantial reduction in our
spending programs. Let me tell you,
22.1 percent would be the same amount
of government spending as we were
spending during the Reagan Presi-
dency. This is not any radical approach
to saying we are going to spend a lot
more money. Instead, we are bringing
spending down to the level it was when
Ronald Reagan was President of the
United States.

The budget would also deal with our
obligations for mandatory spending.
We took major steps to do that in the
last Congress. The passage of the af-
fordable care act helped us to put for-
ward a blueprint to manage our health
care costs as a nation by providing uni-
versal coverage, by investing in health
information technology, by investing
in wellness programs, by investing in
reducing readmissions to hospitals—
the list goes on and on. We are getting
a handle on health care costs. The CBO
says to us that the bill we passed in the
last Congress would reduce Federal
spending by over $1 trillion over the
next 20 years. By reducing health care
costs, we reduce Medicare and Med-
icaid future responsibilities. So we
have already taken some steps.

The Conrad budget that the Demo-
crats in the Senate have brought for-
ward will build on that to bring about
additional savings in domestic spend-
ing. But the important thing about the
budget Senator CONRAD has brought
forward as compared to the Ryan budg-
et, the Republican budget that passed
the House, is that the Conrad budget
invests in America’s future because it
is balanced. We invest in what is im-

July 12, 2011

portant for job growth in America. We
continue to make education a top pri-
ority so American families can afford
to send their children to college, so we
invest in improving educational oppor-
tunities for all people in our Nation.

The Conrad budget allows us to in-
vest so America can continue to lead
the world in innovation. That has been
where we have created so many jobs. In
my own State of Maryland, I look at
where the job growth is, and I see small
innovative companies developing ways
to protect our Nation in cyber secu-
rity, I see them finding ways to solve
our energy problems, moving forward
with health technology—all in innova-
tion, all from the ability to use our
creative genius to keep America in the
lead economically.

The Conrad budget allows us to con-
tinue our investments in NIH in basic
research. The Ryan budget does not
allow us to do that. There are signifi-
cant cutbacks in all those areas.

The Conrad budget, which the House
and Senate Democrats have brought
forward, allows us to invest in our in-
frastructure—our roads, our bridges,
our water systems, our transit sys-
tems—so that America can truly be
competitive in the future, creating
more jobs for the people in this Nation.

The budget also deals with our mili-
tary spending. Let me tell you one fact
that I think the people of this Nation
should understand. America spends as
much on defense as almost the entire
amount spent by all the other nations
of the world. It is difficult to see how
our Nation can continue to grow the
way we want to with so much of our
budget tied up in national defense. We
need to figure out a better way and one
where we can save money. Between 1997
and 2011, the defense budget of our
country grew from $254 billion a year
to $688 billion a year. What does the
Republican budget do? They just in-
crease those numbers dramatically
over the next year, 5 years, 10 years.
The Democratic proposal recognizes
the reality that we can bring our com-
bat troops home from Afghanistan,
that we can expect the international
community to do more, and we can
bring about savings on the military
side.

Let me talk about the last major
component of the Conrad budget and
how it differs substantially from the
Ryan budget; that is, the area of reve-
nues. I know there has been a lot of
discussion about revenues. What does
the Democratic budget do in this re-
gard? It takes our revenues to 19.5 per-
cent of our gross domestic product.
That is the same amount that was
raised during the Clinton Presidency
when we had unprecedented prosperity
and job growth in America. How do we
get there? How do we get the revenues
we need in order to be able to bring
this debt under control? Senator
CONRAD has given us some direction on
how we can do that. He has pointed out
that shelters and loopholes need to be
closed. These are inefficiencies in our
Tax Code today.
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I have taken the floor on two occa-
sions recently to talk about some that
I think we should eliminate. One is the
ethanol subsidy. We had a vote on the
floor of the Senate, and the majority of
Senators voted in favor of eliminating
the ethanol subsidy. Why? Because it is
not needed. Ethanol sales are not de-
pendent upon a Federal tax break. Sec-
ond, it is causing a disruption in the
agricultural community. I pointed out
that the poultry industry in Maryland
suffers from the high price of corn,
costing us jobs. Eliminating the eth-
anol subsidies is a win-win situation.
Why not take that money and use it for
deficit reduction?

I also pointed out the major gas com-
panies in this country are receiving
subsidies from the taxpayers. Their
profits in the first 3 months of this
year were $34 billion. They certainly
don’t need the help from the taxpayers.
The taxpayers have already given them
too much in the price of gasoline at the
pump, which has hurt our economy ex-
cept for the profits of the gasoline com-
panies. So there are tax loopholes, and
there are shelters that could be closed
that amount to a substantial amount
of Federal expenditure. And, yes, the
highest income taxpayers, the million-
aires and billionaires, is it reasonable
or right or fair to expect that they
should continue to get these lower tax
rates that were temporarily extended
under the Bush administration indefi-
nitely when we are trying to figure out
ways in which we could bring the budg-
et into balance?

Senator CONRAD has made it very
clear that there would be no change
from the current tax rates for those
families who have $1 million of income
or less. I think that is a pretty gen-
erous commitment about not changing
tax rates, particularly during these
economic times.

Let’s compare the budgets. The Re-
publican budget, the Ryan budget,
says: Look, all the savings are going to
come out of the spending side and, in
fact, we are going to have some addi-
tional tax cuts—asking middle-income
families to pay more while our wealthi-
est enjoy even more tax breaks.

The Democratic budget, submitted
by Senator CONRAD, says: We are going
to be balanced. Mr. President, 50 per-
cent of our deficit reduction is on the
revenue side, but that includes reduc-
ing tax expenditures, tax spending. We
spend money in the Tax Code, $1.4 tril-
lion a year. I don’t understand the dif-
ference if we are spending more on
housing on the Tax Code or spending
money on housing on the appropria-
tions bill. Both should be subject to the
same type of scrutiny.

So why aren’t we using a similar
standard? Well, we have a chance to do
that in the Conrad budget—b50 percent
from revenues, including tax spending,
50 percent from the direct spending
cuts. That is a balanced approach. That
is a credible approach. It is an ap-
proach that will protect our most vul-
nerable. Our students are protected to
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make sure we continue our commit-
ment to education and to the cost of
higher education through the Pell
grants. Our seniors are protected in
that we do not do what the Ryan budg-
et would do with Medicare and Med-
icaid.

Let me remind you, the budget the
Republicans passed in the House would
change Medicare fundamentally,
changing it from a program that guar-
antees benefits to our seniors to a pro-
gram where seniors would get a vouch-
er and have to go out and buy from a
private insurance company and be at
the whim of private insurance compa-
nies for adequate protection against
their health care needs. It is estimated
their health care costs would grow
when fully implemented by $6,000 a
year. The seniors of Maryland cannot
afford an extra $6,000 a year. That will
be the difference between an individual
getting adequate health care or not.

The Conrad budget rejects that type
of radical change in our Medicare sys-
tem. The Ryan budget would require
the block-granting of Medicaid to our
States. Our States are already bur-
dened. The chances of them being able
to maintain their commitment to
young people who depend on the Med-
icaid system, our seniors who depend
upon it for long-term care, is very re-
mote. The Conrad budget protects
those programs to make sure we live
up to our commitments to provide ade-
quate protection to our families and
seniors.

Social Security is protected in the
Conrad budget because Social Security
didn’t cause the deficit. Social Secu-
rity should be considered outside the
budget debates, and I think more and
more of the Members are now coming
to that conclusion.

Let me mention one other point I
think is very important about the
Democratic budget that Senator
CONRAD has brought forward. It recog-
nizes our Federal workforce. I know
my colleague is particularly concerned
about that representing the State of
Virginia. I am particularly concerned
about that representing the people of
Maryland. We have a lot of dedicated
Federal workers who have devoted
their careers to helping this Nation by
protecting our Nation in their service
in homeland security or protecting us
in regards to how they deal with health
services or how they deal with our vet-
erans. These are dedicated people, and
they have already contributed to this
deficit reduction. Two-year pay freezes
have already been implemented. They
have already done their share in help-
ing us bring our budget into balance.
The Conrad budget, I am proud to say,
says that is enough. Let’s not jeop-
ardize our Federal workforce by reduc-
ing their compensation package in ad-
dition to the freezes. It shows we can
do it that way.

Take a look at the Ryan budget that
the Republicans have sent over. It con-
tains major reductions in the com-
pensation packages going forward for
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our Federal workforce. There is a bet-
ter way. The better way is the Conrad
budget.

Quite frankly, we have a choice. We
have a choice on whether we are going
to move forward and how we are going
to move forward. I strongly support a
credible plan to deal with the deficit.
As I said, we need to get our deficit
under control, but we can do it in a
way that preserves opportunities for
all Americans, creates job opportuni-
ties that are desperately needed for our
Nation, and protects America’s most
vulnerable. To me, that is maintaining
America’s future. That is giving us the
best hope so our children and grand-
children will enjoy the opportunities of
this great Nation, and that should be
the guiding force for our work.

I certainly hope my colleagues will
work together so we can come together
for the future of this Nation.

With that, I would suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant editor of the Daily Di-
gest proceeded to call the roll.

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

The PRESIDING OFFICER (Ms.
KLOBUCHAR). Without objection, it is so
ordered.

Mr. BLUNT. Madam President, con-
versations continue today about ex-
actly how we are going to meet the fi-
nancial obligations our country faces.
A fundamental question on hand seems
to be do we borrow more and spend
more or do we make the serious deci-
sions that will get our Nation back on
sound financial footing.

Today, our national debt stands at
over $14 trillion. Unemployment con-
tinues to rise, with more than 14 mil-
lion Americans out of work now, and
the government continues to spend
more money than it collects, or that I
believe it should collect.

As the cochairs of the President’s
own fiscal commission have warned, if
we fail to take swift action, the United
States faces, according to them, the
most predictable economic crisis in
history. A quote attributed to many
people, including my fellow Missourian
Mark Twain, would be that it is hard to
make predictions, especially when you
are talking about the future. But the
easiest to predict is demographics. If
you know how many people are here
now and have all the other demo-
graphic information you need, you
should be able to figure out what the
population is going to look like.

As the population gets older, our pro-
grams for seniors will cost more. At his
news conference yesterday, President
Obama was asked about Social Secu-
rity reform. He said, in a statement
that I didn’t quite understand, that So-
cial Security is not the source of our
deficit problem. Then he went on to
say that the reason we do Social Secu-
rity in the debt ceiling plan is to
strengthen Social Security, to make
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sure benefits are there for the seniors
in the outyears.

I agree totally. This is the time to
deal with Social Security—particularly
the time to deal with it if you are
going to deal with Social Security in a
way that doesn’t impact anyone who is
retired or who is approaching retire-
ment. The President went on to say the
Republicans want to talk about Social
Security as part of a broader deal be-
cause it is politically difficult to vote
on.

I actually think a lot of Democrats
and Republicans want to talk about
Social Security because we know now
is the right time to save it. If you are
going to save it for future generations,
you have to start sooner rather than
later.

Our colleague, Senator BAUCUS,
chairman of the Finance Committee,
said during a hearing in May on deficit
reduction and Social Security:

Addressing our deficits and debt is an eco-
nomic issue, a national security issue, and a
moral issue.

He went on to say:

We have a moral obligation to leave this
place better than we found it.

I agree with his quote. If we are
going to leave Social Security better
than we found it, we have to begin to
work on it right now. Each year, Social
Security costs are higher. This year,
they are going to be 3.6 percent higher
than last year. That is a 1l-year in-
crease—3.6 percent in 1 year. The work-
ers-to-beneficiary ratio—and we know
how Social Security works, with people
paying in who largely fund the money
going out today. The people paying in
in 2035 will be 2.1 for every person
working.

In the current system, there is no
way the pages on the floor today are
going to be able to pay half of whatever
the average recipient gets. But that is
what you would have to do if we don’t
change the system.

We have to deal with the deficit fac-
ing Social Security. I think we need to
deal with that now, whether it is po-
litically difficult or not; otherwise,
there won’t be a Social Security Pro-
gram that works for the people who are
paying in today. Social Security no
longer collects what it spends. We have
a $45 billion deficit, or a shortfall, in
2011, and the truth is that we are still
cashing in the IOUs to Social Security,
and we will do that as long as they are
there, but eventually those IOUs will
run out as well.

Over the next 10 years, it is projected
that we will spend $447 billion more
than comes into the Social Security
trust fund. According to this year’s
Medicare and Social Security trustees
report, Social Security is now oper-
ating under permanent annual deficit
for as long as they can calculate. Per-
manent annual deficits won’t work, so
what would work?

Today, I want to discuss a plan to put
Social Security on a path that means
our children and grandchildren can
have confidence that the contributions

CONGRESSIONAL RECORD — SENATE

that come out of their hard-earned
paychecks will result in benefits when
they retire. Ask people you know at
work who are in their twenties and
thirties if they expect to collect Social
Security benefits. Just under 26 per-
cent of voters under 40 believe it is
even somewhat likely they will receive
all their promised Social Security ben-
efits—26 percent believe it is somewhat
likely—not absolute but somewhat
likely.

And just to give you an idea, 15 per-
cent of people believe Social Security
will be fine if it is not reformed—15
percent—while 20 percent of people
polled believe aliens exist and live
among us. So the number of people who
believe aliens exist and live among us
is higher than the number of people
who believe Social Security will be fine
if it is not reformed.

The last time the Senate and the
House made comprehensive changes in
Social Security was 1983. Well, it is
time to do it again. It is time to do it
again, and we can make changes in the
program that will not affect those who
are approaching retirement, though
that will be always the charge: They
are going to take Social Security from
retirees. Well, this is a plan that talks
about people who are 55 and younger
and no change for anybody who is 55 or
older today.

So if you are 55 or older, and you
hear the discussion about this plan, it
has nothing to do with you. It will not
affect your Social Security. So that is
the first point. The second point is we
would need to look at a new cost-of-liv-
ing index that is based on the costs
that seniors have. The third point is
that we need a new distribution for-
mula. If we do those three things, we
will have a solvent system for at least
seven decades.

In the next 70 years, somebody can
look at this to come up with a plan to
be sure it goes beyond then. But seven
decades is about as far as we can safely
predict anything. This would protect
the life of Social Security for at least
that long as a solvent system.

Most seniors live on a fixed income,
and they feel it when their utility bills
g0 up, their health care costs go up, or
when their food prices go up. The cur-
rent cost-of-living adjustment, the so-
called COLA formula—calculated by
the Bureau of Labor Statistics, known
as the CPI or the Consumer Price
Index—tracks purchases by working-
age individuals. Frankly, what work-
ing-age individuals buy may be quite
different from what seniors spend their
money on, or at least how most seniors
spend their money. Many economists
believe this causes the CPI to mis-
represent the inflation that impacts
seniors, and seniors deserve better.

For example, the rising cost of edu-
cation and childcare are heavily
weighted in the current formula. These
costs don’t often have the same impact
on seniors as they do on the working-
age population or the younger popu-
lation. But health care costs and util-
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ity bills, as an example, have more im-
pact on seniors and on the budget of
seniors than they do on the working-
age population.

My plan directs the Bureau of Labor
Statistics to develop a more accurate
method of calculating COLAs for So-
cial Security recipients. It would move
to a chain-weighted CPI that accounts
for the purchasing habits of individ-
uals—not of all ages—who are over 65,
and health care costs would account
for a much larger portion of seniors’
spending in this type of index. What
seniors spend their money on is what
we would be looking at instead of what
everybody who is in the working-age
population spends their money on.

This plan will eliminate the pro-
gram’s long-term funding shortfall and
ensure payments for the next 70 to 75
years. As does the President’s fiscal
commission, my plan would account
for the increase in life expectancy and
would call for an increase in the nor-
mal retirement age.

Now, remember, primarily these are
for retirees who don’t believe they are
going to benefit from the system any-
how. Most of the people we are talking
about who will be impacted don’t think
the system is going to be there for
them. We are trying to ensure it will
be. Over time, the retirement age
changes to 65 years. That is 1 year
younger than the proposal of the Presi-
dent’s commission, but I think it is an
age that works, and it looks like it is
working as we look through these num-
bers. This means the retirement age
will rise slowly for future retirees—3
months for each year from 2022 to 2030.
Nobody would be impacted at all until
2022. The person who was going to re-
tire in 2022 would retire 3 months later,
and that would be added on every year
until 2030. Likewise, the plan would
change early retirement benefits from
62 to 64 beginning in 2022. So it only,
again, impacts people who get to that
age in 2022.

Our current benefit structure is sim-
ply not sustainable, and that is why
my plan would also modify the current
benefit structure to ensure that seniors
who earn at or below the 40th per-
centile receive exactly the same
amount of retirement benefits as they
would if the program continued exactly
as it is today, and a new index slightly
reduces benefits that would occur
above the 40th percentile.

Wealthier future seniors can plan for
their retirement years through per-
sonal savings, through retirement
plans, through alternative invest-
ments, through IRAs, or through em-
ployer-sponsored plans. But those who
are not in that category would con-
tinue to get exactly the same benefit
when they retire they would get at to-
day’s retirement age.

So back to President Obama’s com-
ments yesterday. Let’s look at a plan
that does the following, President
Obama: Let’s look at a plan that has no
higher rate of contributions, no means
test for Social Security recipients, no
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tax on future beneficiaries but slightly
lower benefits and a slightly longer
time to work until retirement. The dif-
ference is, if you work until retire-
ment, you actually get a benefit.

This is no longer a topic we can
avoid, so let’s not miss this oppor-
tunity. Let’s make a promise right
now—while we are dealing, hopefully,
with big issues—to workers paying the
bill today that Social Security will be
there for them when they retire.

Madam President, I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant bill clerk proceeded to
call the roll.

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

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

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

Mr. MERKLEY. I rise today to talk
about the significant financial chal-
lenges our Nation faces.

It will come as a surprise to no one
that the topic of greatest concern is
jobs, jobs in partnership with how we
manage our deficit and our debt so as
to put America on a firm financial
footing down the road, put American
families back on a firm financial foot-
ing.

My mailbox is full from families who
have a lot of concerns about the Repub-
lican plan for cutting programs that
serve working Americans. It is a host
of programs that are affected, but I
pulled a couple letters to bring with
me.

One is Linda writing from Canby, OR.
She is a parent of a disabled young
adult. She writes:

My daughter, Nicole, has cerebral palsy
and other medical issues. She is dependent
on my husband and I for her total 24/7 care.
Medicaid is essential because it helps her
with medical and dental needs and her mo-
bility. If Medicaid is cut or reduced, many of
the disabled will be forced to live in nursing
homes or institutions, which as we both
know would not be cost effective. Please vote
against cuts to our Medicaid system.

Trudy from Keizer, OR, writes a very
similar letter about her grandson diag-
nosed with Asperger’s.

The mail goes on and on from citi-
zens who are working-class Americans,
have fundamental jobs, often with
modest to no health care. They have
children and they have grandchildren
who will be profoundly affected by the
choices we make on health care, the
choices we make on education, and the
choices we make in terms of creating
jobs here in America. So this debate
has enormous import for the success of
our families, and in the context of that
importance, we need to understand how
we got to the point we are right now.
So let’s start with a 10-year view of
what has happened. These statistics
might come as a surprise to many of
you because they are a little bit out of
synch with some of the rhetoric we
hear on the floor of the Senate.
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Over the last 10 years, from 2001 to
2011, we have had a revenue decrease of
18 percent. So revenue has decreased by
nearly one-fifth.

On nondefense spending, you will see
no bar here either negative or positive;
the change has been zero over a 10-year
period, zero change. Those are the pro-
grams that affect working America,
programs that affect unemployment,
programs that affect food support, nu-
tritional support, Head Start Pro-
grams, health care programs, and
training programs so that people can
get better jobs.

Then over here we have defense
spending up 74 percent. Well, that is in-
teresting because these three bars tell
the story of decisions made during the
8 years of the George W. Bush adminis-
tration.

Over here on revenue, we have breaks
that were granted to the best off in our
society and that have been fought for
vigorously—the extension of those
breaks—by some of my colleagues
across the aisle. Breaks for the best off
and revenues down over that 10-year
period.

Over here we have the fact that deci-
sions were made for two wars not fund-
ed by the American people. That is an
anomaly in our history. When we go to
war, we raise the funds to pay for it,
but not during the irresponsible 8 years
of the George W. Bush administration.

So it is not a surprise that we now
have a deficit problem and that we now
have a debt problem because concrete
decisions were made. And these are
only part of the story. The rest of the
story is that deregulation of mort-
gages, leading to a vast tsunami of
predatory mortgages on working Amer-
icans turned into securities that
poisoned financial houses throughout
the United States and, for that matter,
throughout the globe, also contributed
to blowing up the economy and driving
down the revenue.

So concrete decisions from those 8
yvears have placed us where we are.

How do we address this shortfall?
Well, let’s start by looking at how the
Republican budget has been laid out
with three principal points. The first is
to end Medicare as we know it. Well,
this plan to create a voucher system in
lieu of Medicare is one that, frankly,
terrifies every senior citizen in Amer-
ica and every citizen who knows they
will be a senior citizen, who Kknows
they have been paying for years into a
program with administrative costs
that are far more efficient than the
general insurance market. But the goal
of the Republican plan is to dismantle
that efficiency and throw people into
the highly inefficient private insurance
markets with a voucher that does not
rise proportionately with health care
costs. I don’t think destroying the very
successful program to provide Medicare
and health care for our seniors is where
we should be going. The second part of
the plan is to do roughly $4 trillion in
cuts to programs for working Ameri-
cans. The third is to protect all of the
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programs for the best off in our soci-
ety, the benefits for the best off.

I think most citizens understand that
when we come to a time of national
challenge financially, everyone should
participate. There shouldn’t be the sa-
cred cows for the very best off while
the workers are asked to pick up even
more of the burden. In fact, let’s take
a look at a chart that displays how this
functions.

The average tax rate in America is
20.7 percent. Let’s take the richest 400
in America. The top 400, their average
tax rate is 18 percent. Now, why do the
richest 400 get the lowest tax rates?
That is what Americans have a right to
know. Why is it that the Republican
plan is asking to cut programs for
working America while protecting the
bonus benefits for the best off in our
society?

These richest 400 earn over $270 mil-
lion per year—not collectively; that is
their average income. Well, wouldn’t
all of us love to be in a situation where
we earn even a fraction of $270 million
a year.

And that structure, while reflected
here for the top 400, is really a struc-
ture for the best off of a high array—a
5- to 10-percent array of the best earn-
ers in America.

So those three points—end Medicare
as we know it, replaced with a voucher
program, cut programs for working
Americans, and protect programs for
the best off—that is the Republican
plan.

The chair of the Senate Budget Com-
mittee came to the floor this week
with a very different plan, and that
plan has the same savings the Repub-
lican plan has. Let’s take a look at
that.

Under this plan, the budget frame-
work includes the same amount of def-
icit reduction as the House Republican
plan—in fact, actually a little bit more
reduction: $4 trillion versus $3.9 tril-
lion. So both plans get towards the
same objective of fiscal responsibility,
but they go about it in very different
ways.

First, the Conrad plan tosses away
the Republican plan to end Medicare as
we know it.

The second thing it does is it puts all
spending programs on the table. So
let’s turn to that piece of the struc-
ture. Here we have the Republican
plan, and it is all in direct spending
cuts, touching none of the programs for
the best off that have been carefully
embedded in the Tax Code.

Now, every American understands
this game: You can fund a project with
a $10,000 grant or you can give a $10,000
tax credit that is in the Tax Code or
you can give a tax deduction that is
worth $10,000, also in the Tax Code—
three different ways of accomplishing
the very same objective. But the Re-
publican plan is to say: Wait. Let’s
only do the first of those three strate-
gies because the second and third strat-
egy we have utilized to create the pro-
grams for the best off in America, and
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we don’t want to touch those. We want
to place this burden on working Ameri-
cans.

Well, the Conrad plan says: That is
not right. There needs to be a con-
versation about fairness. We know
those best off pay the lowest tax rates
compared to working Americans, as I
just showed in that previous chart—
just 18 percent. So the Conrad plan
says: Let’s take 50 percent of that ef-
fort to close the deficit and do it in di-
rect spending, and let’s take 50 percent
by closing tax loopholes, cutting tax
subsidies, cutting tax earmarks, and
promoting fairness.

I came to the floor last week to talk
about the bluegrass boondoggle. Now,
that is not a lot of money in terms of
the overall challenge we face as Amer-
ica—$120 million over 10 years—but to
a working American $120 million is a
lot.

That was a special provision inserted
not for companies but for the owners.
It was to the individual Tax Code for

the richest Americans, millionaires
and billionaires who own
thoroughbreds. They get a special

break the rest of America doesn’t get.
There is program after program such as
that, inserted for the best off. The
Conrad plan says all of this spending,
whether it has been in the appropria-
tions bill or it has been in the tax bill,
is going to be examined. That is a fun-
damentally fair approach.

Let’s look at that in a little more de-
tail, look at what the Conrad budget
does in terms of fair rates for the mid-
dle class. First, it provides the alter-
native minimum tax protection for the
middle class. Second, it continues tax
reductions for the middle class that we
have currently. Third, it cancels the
bonus breaks for the millionaires and
billionaires. That is basic rate fairness.

In addition, it says let’s take on
those special tax subsidies and tax ear-
marks that my colleagues across the
aisle have been so proud of inserting
into the Tax Code to protect the best
off in society. Let’s examine them and
if they do not meet the fundamental
test of creating employment, contrib-
uting to fairness, and being more im-
portant than other programs compared
against each other, then they should be
eliminated.

In addition, let’s take off on those
offshore tax havens. There are so many
setups in which companies have essen-
tially false addresses in the Caribbean
so they can transport their profits to a
place where they pay no taxes. Those
tax havens, in combination with abu-
sive tax shelters, need to be ended.
These are all part of tax fairness and
taking on this very important chal-
lenge we have in terms of our national
deficit and our debt and taking it on in
a manner that strengthens the pro-
grams that need to be strengthened.

You will find the Conrad budget, in
contrast to the Republican budget,
says let’s invest in education. We are
in a knowledge economy world. We
must invest in education if our econ-
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omy is going to thrive and our children
are going to be successful.

The Conrad budget, in contrast to
the Republican budget, says let’s in-
vest in infrastructure. We are falling
behind in terms of supporting infra-
structure. China is spending 10 to 12
percent a year. Europe is spending 5
percent a year. America is spending
only 2 percent and that is barely
enough to repair our existing infra-
structure. In fact, sometimes those re-
pairs are falling short. I know our
county officials and city officials will
be glad to provide us with a list of how
short we are.

The third area is the Conrad budget
invests in energy. Why is energy so im-
portant? Because currently we are
spending $1 billion a day, sending it
overseas, basically as a result of our
addiction to oil. When you send $1 bil-
lion overseas for oil, you do three
things. The first is you create a danger
to our national security because of the
dependence for our energy on govern-
ments in the Middle East and other
places around the world that do not
share our fundamental interests.

The second is you create jobs over-
seas spending that money rather than
creating jobs here in the United States.
Let’s spend that $1 billion a day here in
the United States of America on red,
white, and blue American-made renew-
able energy. Not only does our security
improve but in addition we create the
jobs here in the United States.

Third, by ending our addiction to oil
we contribute to addressing the carbon
pollution challenge faced around this
globe rather than being part of the
problem ourselves.

Let’s not adopt a budget plan that
ends Medicare as we know it and re-
places it with a voucher program, that
savages programs for working Ameri-
cans, and that protects the programs
for the best off in our society. Let’s in-
stead invest in energy, invest in edu-
cation, invest in infrastructure, and
obtain the same impact on our deficit
but do it in a manner that builds our
economy and builds American families.
That is the type of program that Trudy
from Keizer, OR, wishes to see, Linda
from Canby, OR, wishes to see, and
workers throughout the United States
want to see because they know we
should have a plan that creates jobs
and builds the success of our families
rather than doing the reverse.

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

Mr. GRASSLEY. Madam President,
now you hear the other side of the
story. It is a privilege for me to come
to the floor of the Senate to speak on
the issue of the bill before us, which is
a sense-of-the-Senate bill, which means
basically the Senate is debating some-
thing that is not shooting with real
bullets. In other words, it just ex-
presses the sense of the Senate, it does
not change any law, so it doesn’t
amount to much.

As the President and congressional
leaders continue to debate how best to
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reduce the deficit, it seems my friends
on the other side of the aisle and my
President continue to demand a tax in-
crease as part of any deal. For sure,
any discussion of reducing the deficit
should include a discussion of tax re-
form, but tax reform is different from
tax increases. You heard the previous
speaker speak about Republican plans
that deal with reducing expenditures,
and that is right, because we believe
the deficit problem in this country is
not because the American people are
undertaxed, it is because Congress and
Washington overspend. However, what
is being discussed with this bill cur-
rently is tax increases on targeted
groups, supposedly because they can af-
ford it. This is not tax reform.

Professor Vedder of Ohio University
has studied tax increases and spending
for more than two decades. In the late
1980s he coauthored with Lowell Gallo-
way, also of Ohio University, a re-
search paper for the Congressional
Joint Economic Committee. That
study found that every new dollar of
new taxes led to more than $1 of new
spending by the Congress. It did not re-
duce the deficit then—you raise a dol-
lar, you increase the deficit. I will be a
little more specific.

Working with Stephen Moore of the
Wall Street Journal, Professor Vedder
updated that research last year and
came to the same result. Specifically,
Moore and Vedder found:

Over the entire post-World War II era,
through the year 2009, each dollar of new tax
revenue was associated with $1.17 in new
spending.

That is like a dog chasing its tail.
Very few dogs catch them, so when you
raise a dollar here, common sense
might dictate it goes to the bottom
line, but it doesn’t work out that way.
It actually increases the deficit be-
cause Congress believes we have a new
dollar coming in, let’s spend $1.17.

History proves tax increases result in
spending increases. We know that in-
creasing taxes is not going to reduce
the deficit. History also shows that tax
increases do not increase revenues.
That is probably contrary to most peo-
ple’s common sense, but I have a chart
here that I think demonstrates this
very clearly. I will be somewhat repet-
itive because I want to leave my re-
marks and go to this chart, and I will
refer to it again.

What this chart basically shows is
that over a long period of time, going
back to World War II to the present, all
the taxes coming into the Federal Gov-
ernment have been roughly 18.2 percent
of gross national product, but pretty
much even-steven across the board.
Sometimes it is up a little bit, some-
times down a little bit, but for 50 or
more years it is averaging about 18.2
percent of gross national product.

What this chart also shows is—con-
trary to what you believe, that if you
raise taxes you are going to bring in
more revenue, and if you reduce taxes
you are going to bring in less revenue—
that is not true.
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That gets to this issue of taxing the
wealthy. It gets to the issue of raising
taxes on anybody. From World War II
until Jack Kennedy, President Jack
Kennedy, we had 90 percent marginal
tax rates. Then from President Ken-
nedy to President Reagan, we had 70
percent marginal tax rates. Then in the
last half of the Reagan administration
and up until 1986 it was reduced to 50
percent, under Reagan’s administra-
tion. Then Reagan had another tax bill
and it was reduced to 30 percent. Then
of course President Bush the dad made
this promise in the campaign:

Read my lips, no new taxes.

But he didn’t keep his promise so the
taxes went back up to about 40 percent
for a period of time until you get to a
period when Bush the son comes into
office and the marginal tax rate is re-
duced to where it is now, 35 percent.

But whether you have high marginal
tax rates or low marginal tax rates,
you get about the same amount of rev-
enue. I am going to be repetitive on
that point but it is very important that
you understand that.

History shows that tax increases do
not increase revenues. The chart here
shows that revenue as a percentage of
gross domestic product hovers around
20 percent as far back as post-World
War II. I said in my off-the-cuff re-
marks it averaged out about 18.2 per-
cent.

This chart also shows where you have
high and low marginal tax rates over
those same years. During the last years
of World War II, we had a 94-percent
tax rate. Then from 1950 through 1963,
it was 90 percent, as this chart shows,
and under President Kennedy—and I
want to emphasize that he was a Demo-
crat—he was smart enough to reduce
marginal tax rates to incentivize entre-
preneurship. He reduced the marginal
tax rates to 70 percent. They stayed
around 70 percent until President
Reagan brought it down to 50 percent.

Let me say at this point, I gave
President Reagan credit for it, but I
was a brandnew Member of the Senate
Finance Committee in 1981 and we had
some very brave Democrats on that
committee who believed that 70 per-
cent was too high and it was going to
promote entrepreneurship more if you
reduced it to 50 percent. President
Reagan gets credit for it. I don’t think
any Republican on the Senate Finance
Committee could take credit for it be-
cause we would have been accused, as
we have just been accused, of wanting
to reduce taxes on wealthy people, so
thank God there were a lot of smart,
intellectually honest Democrats on the
Senate Finance Committee in 1981, who
said the tax ought to be reduced to 50
percent. Well, then it went down to 30
percent when we reduced marginal tax
rates further during the Reagan admin-
istration. Then, as I said before, the
first President Bush reneged on his
promise to not raise taxes, and the
marginal tax rates went back up to 40
percent and stayed there until the tax
relief enacted under the second Presi-
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dent Bush. During all of these tax in-
creases and decreases, the amount of
revenue as a percentage of GDP stayed
roughly flat, with a 50-year average of
18.2 percent.

So everybody thinks that if you raise
the marginal tax rates, you are going
to bring in more revenue—seemingly
common sense but not true because the
taxpayers, the workers in America, the
investors in this country that create
jobs are smarter than we are, but we
don’t think they are smarter than we
are. And we have had 93 percent mar-
ginal tax rates, 70 percent, 50 percent,
30 percent, back to 40 percent, now 35
percent. Regardless of that rate, we get
roughly the same amount of revenue.
Higher tax rates just provide incen-
tives for taxpayers to invest and earn
money in ways that result in the least
amount of taxes paid or you might say
it this way: Some people just say to
themselves that they are not going to
work hard because why should I work
so darn hard if I am going to send the
money to Washington for people in
Congress to spend and waste? In other
words, taxpayers have decided they are
going to give us politicians in Wash-
ington just so much money to spend,
and it comes out about right here.

We ought to have some principles of
taxation that we abide by, and I abide
by this principle that 18 percent of the
gross domestic product of our country
is good enough for the government to
collect and to spend. That leaves 82
percent in the pockets of taxpayers for
them to decide how to spend. When you
send money to Washington with 535 of
us deciding how to spend it, it doesn’t
do as much economic good or turn over
as much in the economy and create
jobs as it would if it was left in the
pockets of the 130-some million tax-
payers individually to decide how to
spend it.

This benchmark of 18 percent of gross
domestic product is good, and it has
been consistent throughout recent his-
tory. It is a principle we should keep in
mind while we debate Tax Code
changes.

This level of taxation—another rea-
son I say it is justified is it has not
been harmful to the economy, as high-
er tax rates such as we find in Europe
are harmful to the economy—much
higher tax rates than we have in this
country—and it seems to be a level of
taxation that there has not been a
great deal of revolt by the taxpayers of
America against.

There is another principle I would
like to have you keep in mind; that is,
What is the purpose of tax law? Those
who support bills such as the one we
have here currently debated, this
meaningless bill, assume that the key
objective for our Federal Government
through the Federal income tax laws
should be to ensure that income is dis-
tributed equally throughout the coun-
try as opposed to government taxing
for the purposes of government but not
for the purposes of the redistribution of
wealth. In other words, the authors of
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this bill believe the Federal Govern-
ment is the best judge of how your in-
come should be spent.

Bills such as the one we are consid-
ering today assume—I say it for a sec-
ond time—assume that 535 Members of
Congress know how to best spend the
resources of this country, and pres-
ently that is about 18 percent, but that
is not enough. Well, actually, they are
spending more than 18 percent because
the expenditures of this country add up
to about 25 percent of the gross na-
tional product from the Federal Gov-
ernment because we borrow 42 cents
out of every dollar we are spending
today.

It assumes that government creates
wealth and should therefore spread it
around the way they do in Europe. In
fact, government doesn’t create
wealth; government consumes wealth.
Only workers and investors, laborers,
and people who provide capital and, in
turn, people who use their brain to in-
vent and create, is what creates
wealth. Yet, as history shows, there is
evidence that tax increases lead to
more spending—and I quoted Professor
Vedder—and that revenues as a per-
centage of gross domestic product pret-
ty much stay the same regardless, even
if the marginal tax rates are very, very
high.

It would be one thing for me to vote
for a tax increase if it went to the bot-
tom line: reducing the deficit. It is
quite another thing to vote for a tax
increase that just allows more spend-
ing and raises the deficit instead of
getting the deficit down.

The resolution before us now in the
Senate requires us to concede ‘‘that
any agreement to reduce the deficit
should require that those earning more
than $1,000,000 per year make a mean-
ingful contribution to the deficit re-
duction effort.”” The bill does not state
that such a ‘‘meaningful contribution”
would be accomplished through tax in-
creases, but how else would the authors
of this bill and the taxpayers intend to
or make such a contribution?

Let me make clear that I do not sup-
port this bill and will vote no on its
adoption. However, I think it is a good
thing we are debating such an issue. It
is clear that those who support this bill
believe those earning more than $1 mil-
lion per year are not paying their fair
share. Note, however, that just last
year, these very same people believed
that a single person who earned $200,000
or a married couple who earned $250,000
weren’t paying their fair share.

In evaluating whether people are
paying their fair share, experts fre-
quently look at whether the proposal
retains or improves the progressivity
of our tax system.

Critics of lower tax rates continue to
attempt to use distribution tables to
show that tax relief proposals dis-
proportionately benefit upper income
taxpayers. We keep hearing that the
rich are getting richer while the poor
are getting poorer, don’t we? Almost
every day. This is not an intellectually
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honest statement, as it implies—what
does it imply? It implies that those
who are poor seem to stay poor and
that those who are rich seem to stay
rich. So I want to dispute that posi-
tion.

In 2007, the Department of Treasury
published a report entitled ‘‘Income
Mobility in the United States From
1996 to 2005.”” The key findings of this
study include the following:

There was considerable income mobility of
individuals in the U.S. economy during the
period 1996 through 2005 as over half of tax-
payers moved to a different income quintile
over this period.

Roughly half the taxpayers who began at
the bottom income quintile in 1996 moved up
to a higher income group by the year 2005.

Among those with the very highest in-
comes in 1996—the top 1/100 of 1 percent—
only 25 percent remained in the group in
2005.

One in four 10 years later. So the
poor aren’t always poor and the rich
aren’t always rich.

Moreover, the median real income of these
taxpayers actually declined over this period.

The degree of mobility among income
groups is unchanged from the prior decade
(1987 through 1996).

So I used the group 1996 through 2005,
and I am comparing it with the group
1987 through 1996, so I want to repeat
that the degree of mobility among in-
come groups was unchanged over a 20-
year period of time.

Continuing to quote:

Economic growth resulted in rising in-
comes for most taxpayers over the period of
1996 through 2005. Median income of all tax-
payers increased by 24 percent after adjust-
ing for inflation. The real incomes of two-
thirds of all taxpayers increased over this pe-
riod. In addition, the median incomes of
those initially in the lower income groups
increased more than the median income of
those initially in the higher income group.

Therefore, whoever is saying that
once rich, Americans stay rich, and
once poor, they stay poor, is purely
mistaken because America is a country
and land of opportunity.

Now, I want to say that the Internal
Revenue Service data supports the
analysis I just gave. I was done quoting
at that point.

A study of 400 tax returns with the
highest income reported over 14 years—
and I don’t know whether these are the
same 400 taxpayers my friend on the
other side just referred to in his
speech, but a study of 400 tax returns
with the highest incomes reported over
14 years, from the year 1992 to the year
2006, shows that in any given year, on
average, about 40 percent of the re-
turns that were filed were not in the
top 400 in any of the other 14 years. I
got the impression that the top 400 tax-
payers in the previous speech were
maybe always the same people, but 40
percent were not in that group.

The so-called shared sacrifice bill be-
fore the Senate now does not acknowl-
edge these trends; hence, I think it is
intellectually dishonest. It presupposes
that anyone making more than $1 mil-
lion should be contributing more to re-
duce a deficit that they likely did not
create in the first place. We created it.
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The bill assumes that the folks in
this income category have always
made more than $1 million, that they
haven’t paid their dues on their way up
the ladder of success and, as a result,
should pay a penalty for their current
success even if they are on the way
down the ladder. The bill also assumes
these folks will continue earning what
they are earning now.

As I just noted, however, the Treas-
ury report and the IRS tax data con-
tradict this position.

I welcome this data on this impor-
tant matter for one simple reason: It
sheds light on what America really is
all about, what this great country is
all about—vast opportunities. Of
course, as I just said in these statistics,
but you can see it in a lot of different
ways as well, we are a country of great
economic mobility. This country is
built by people from all over the world.
Our country truly provides unique op-
portunities for everyone. These oppor-
tunities include Dbetter education,
health care, financial security, and
probably a lot of other things. But,
most importantly, our country pro-
vides people with a freedom to obtain
the necessary skills to climb the eco-
nomic ladder and live better lives. We
are a free nation. We are a mobile na-
tion. We are a nation of hard-working,
innovative, skilled, and resilient people
who like to take risks when necessary
in order to succeed. We have an obliga-
tion as lawmakers to incorporate these
fundamental principles into our tax
system.

On another matter in this debate, we
have also heard much about ‘‘closing
loopholes.”” Well, that sounds good. I
don’t want to tell you how I believe
that ought to be done. There are things
that are legal, and there are things
that are not legal. There are things
that are legal and there are things that
aren’t legal. Let me say if there are, in
fact, loopholes to be closed, I would
support closing them.

During my tenure as chairman and
then ranking member of the Finance
Committee, I worked with colleagues
from both sides of the aisle to cut off
tax cheats at the pass. The American
Jobs Creation Act signed into law in
October of 2004 included a sweeping
package to end tax avoidance abuses
such as corporations claiming tax de-
ductions for taxpayer-funded infra-
structure such as subways, sewers, and
bridge leases; corporate and individual
expatriation to escape taxes; and
Enron-generated tax evasion schemes.
We closed them.

One of the tax avoidance provisions
the jobs bill shut down was so-called
corporate inversions. Average workers
in America can’t pull up stakes and
move to Bermuda or set up a fancy tax
shelter to avoid paying taxes. Compa-
nies that do this make a sucker out of
workers and companies that stay here
in this great country and pay their fair
share of taxes. So that was closed. Cor-
porate inversions, we called that.

We also closed loopholes used by in-
dividual taxpayers. The jobs bill con-
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tained a provision that restricted the
deduction for donations of used vehi-
cles to actual sales price. Prior to that
fix, individuals were claiming inflated
fair market values before they gave
their car to a nonprofit organization.

Then in the Pension Protection Act,
which was signed into law in August of
2006, I championed reforms to deduc-
tions for gifts of ‘‘fractional interests”
in art as well as donations to charities
that were controlled by the donor. Be-
cause if you give money away, it ought
to be given away. A person should not
be able to control it after they give it
away. The same way with art. In both
cases, individuals were taking huge de-
ductions for donations without pro-
viding equivalent benefits to the char-
ities to which they donated.

In addition to ensuring income and
deductions are properly reported, I also
supported giving the Internal Revenue
Service more tools to go after tax
cheats. The jobs bill contained provi-
sions that required taxpayers to dis-
close to the IRS their participation in
tax shelters and increased penalties for
participating in such tax shelters as
well as not disclosing such participa-
tion to the IRS.

I also authored the updates to the
tax whistleblower provisions included
in the Tax Relief and Health Care Act
which was signed into law in December
of 2006. There was a whistleblower stat-
ute long before that, but because of the
low dollar threshold, it encouraged
neighbors to blow the whistle on their
neighbors. So the 2006 changes I cham-
pioned increased the awards for those
blowing the whistle on the big fish—in-
dividuals and businesses engaged in
large-dollar tax cheating through com-
plex financial transactions.

I don’t know why it took the IRS so
long to get this law under way because
they have had plenty of whistleblowers
come forward, but we have only had
one time so far—I think we will get a
lot of others now—but we have only
had one time so far under this provi-
sion, which was instituted in April of
this year, and we recovered $20 million
for taxpayers that otherwise would
have been lost to fraud—from one com-
pany.

These are just a few examples of my
support for provisions to stop abuses of
the Tax Code to make sure everyone
pays their fair share. If and when we
get around to considering comprehen-
sive tax reform, I look forward to shut-
ting down any other abuses that exist.
But first we need to be clear on what a
loophole is.

Itemized deductions are just that:
itemized deductions. They are not loop-
holes. Similarly, deductions and tax
credits that enable a corporation to
zero out its tax liability are not loop-
holes. For instance, if a person had a
loss last year, they can carry it for-
ward to this year. The question of
whether deductions and credits should
be limited is a question that should be
answered not to raise revenue but in
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the context of comprehensive tax re-
form. Eliminating deductions and cred-
its for certain taxpayers should be sub-
ject to extensive review and extensive
debate. Taxpayers should not be tar-
geted for tax increases for political
sport, as this resolution before us does.

I wish to finish by summing up in
three points, very quickly. First, ac-
cording to this chart, tax increases
don’t—well, not according to this
chart. That is the second point I will
make. First, tax increases don’t reduce
deficits and they don’t increase rev-
enue as a percentage of GDP.

Secondly, we ought to have some
principles of taxation. First of all, this
chart shows that we get about the
same amount of revenue coming in
over a b0-year period of time—about
18.2 percent of gross national product.
We have high marginal tax rates, real-
ly low marginal tax rates, but it still
brings in about the same amount of
revenue.

Second, we ought to have some prin-
ciples of taxation that we abide Dby.
Limiting revenues to the historical av-
erage of 18 percent of GDP should be
one, while ensuring income equality
should not be one. In other words, we
raise revenue for the purpose of fund-
ing the functions of government, not to
redistribute wealth.

Last but not least, it is right to con-
sider tax reform when discussing def-
icit reduction. However, the proposals
put forth so far, including the current
bill, are political proposals—not reform
proposals. Tax reform requires Presi-
dential leadership, and we are just now
seeing that. I mean, we are not seeing
it on tax reform, but we are finally see-
ing it on deficit reduction. But I don’t
think it is going to last very long.

Madam President, I yield the floor,
and I suggest the absence of a quorum.

The ACTING PRESIDENT pro tem-
pore. Will the Senator withhold his re-
quest?

Mr. GRASSLEY. Yes.

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

Mr. NELSON of Florida. Madam
President, I ask unanimous consent to
speak as in morning business.

The ACTING PRESIDENT pro tem-

pore. Without objection, it is so
ordered.

FLORIDA’S CITRUS CROP
Mr. NELSON of Florida. Madam

President, I will speak on this bill be-
fore us tomorrow and matters about
the budget, the deficit, and how it
ought to be solved, and it has to be
solved. I will reserve comments on that
until tomorrow.

In the meantime, what I wish to
point out to the Senate is that we had
a very significant benefit to not only
the Florida citrus industry but to the
worldwide citrus industry, Dbecause
there is a bacterial disease and, of all
things, it is called citrus greening.
Well, it is anything but that, because
what it does is it kills a citrus tree
within 5 years. It has infected every
grove in Florida.
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When I say the worldwide citrus in-
dustry is being threatened, I mean just
that. This strain of bacteria came
somewhere from Asia and has been im-
ported not only into the United States
but into a lot of other countries that
have moderate climates, warm cli-
mates, humid climates. There is an-
other version that came from a dif-
ferent part of the world that is not as
virulent. But what happens is this bac-
teria that has now been brought into
this country—it is in Brazil as well, an-
other major citrus-producing country—
and it is carried by a little insect
called a psyllid.

The little psyllid carrying this bac-
teria bites into the tree, the bacteria
gets into the sap, and it will kill the
tree in 5 years, and there is no known
cure. Well, if it is going to kill a tree
in 5 years, we can see the potential for
the destruction of what we have come
to think of as standard fare—that we
are going to have orange juice on our
breakfast table, and that those who
enjoy the mild elixirs and mix certain
elixirs with orange juice—called maybe
mimosas, whatever—that this is going
to be a thing of the past if we don’t get
serious about finding a cure for this
disease.

The reason it is so extraordinarily le-
thal for the United States and for the
State of Florida is the fact that since
every grove has been affected, and
since almost all of our orange juice
that we consume in domestic consump-
tion in the United States—I say almost
all; the biggest percentage comes from
Florida, and some of it, a little bit,
from California; mostly the juice that
is added to Florida juice comes from
Brazil, but when there is a bumper crop
in Florida, they don’t have to ship it
in, in refrigerated ships from Brazil—
we are going to have a whole way of
life, a whole tradition, we are going to
have domestic consumption that is
threatened if we don’t come up with a
cure.

The Florida citrus industry, to its
credit, has been taxing itself—the
growers—to produce a stream of rev-
enue that will allow it to continue the
research to try to find a cure. We have
gotten some limited amount also from
the U.S. Department of Agriculture,
and supplementing all of that with
back at the time when we could make
a specific appropriations request, oth-
erwise called an earmark, this Senator
certainly was asking for appropriations
to help find a cure to this dread dis-
ease. We haven’t found the cure, and
we have to have a stream of revenue to
keep this going.

Since it is so difficult to pass any-
thing around here these days—even the
citrus trust fund I filed last year, we
had a whole bunch of cosponsors. But
this year, of course, we are all wound
around the axle here on passing any-
thing if it has to do with the budget. So
what I did was go to the U.S. Depart-
ment of Agriculture and I asked for
help. We have to have some help imme-
diately. Fortunately, the administra-
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tion—and I talked to the Chief of Staff
of the White House about how dire this
situation is. We can’t wait. So they an-
nounced yesterday they are releasing
$2 million immediately that will go
into the USDA Research Station at
Fort Pierce, FL, for the remainder of
this fiscal year. In the next fiscal year,
assuming the competitive grants fund
is funded by the Congress for the De-
partment of Agriculture—which we
have to assume is going to continue—
the USDA has set aside an amount of $5
million in the next fiscal year, starting
October 1, that will go directly into
this research, and they have agreed to
set aside in the following 2 years $2
million, $2 million in each of those
years, so that we have a steady stream
of funding of $11 million for research
specifically for citrus greening.

California may have this bacteria. If
Texas doesn’t have it, it is just a mat-
ter of days or months, and the same
with the citrus that is grown in Ari-
zona. Of course, in a country such as
Brazil, it is to their credit some of the
citrus growers in Bragzil have actually
contributed money to our U.S. research
institutions trying to find a cure, be-
cause Brazil has the same problem.
They have it in a lot of their groves.
The big difference between the Bra-
zilian citrus industry and the United
States is that they have more land, so
they can mow down and burn a citrus
grove and go over and clear new land
that is unaffected and go on and start
a new grove.

You don’t have that luxury. We don’t
have it in any of our citrus-growing
States in the Sun Belt, and certainly
we don’t have the luxury in Florida to
go out and find new land to plant new
citrus groves.

This is a very significant departure
and a welcome new announcement by
the U.S. Department of Agriculture
that they will be sending $11 million
over the next 3 years specifically dedi-
cated to finding a cure for citrus green-
ing before it is too late.

Citrus growers can prolong the life of
a grove by doing certain spraying and
so forth, but at the end of the day the
tree is going to die, and they are not
going to produce any oranges for or-
ange juice and no grapefruit for the
grapefruit we enjoy.

Just so the rest of the Senate will
understand, this industry is part of us
as Floridians. We have, even on our li-
cense tags in Florida, an orange. We
have an industry that has been a main-
stay of our economy for years and
years. Of course, because of the forward
thinking, the Florida Citrus Commis-
sion, in the late forties, fifties, and six-
ties made orange juice become a want-
ed and acceptable commodity on most
every American breakfast table. And it
is threatened. It is up to us to do some-
thing about it.

I was particularly thankful to the ad-
ministration that they would come up
with the $2 million immediately be-
cause, in addition to the growers tax-
ing themselves on a per citrus box pro-
duced assessment, they were counting
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on the State of Florida to produce a $2
million appropriation to go into a $15
million research fund, and this year, lo
and behold, the Governor of Florida ve-
toed that in the appropriations bill. So
the replacement of that vetoed item by
the Governor, with this Federal money
from USDA, considered an emergency
allocation, is welcome, timely, and it
is much appreciated by all of the
aficionados across America that enjoy
orange juice as a staple in their diet.

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

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

The assistant editor of the Daily Di-
gest proceeded to call the roll.

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

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

SPACE SHUTTLE LAUNCH

Mr. NELSON of Florida. Madam
President, let me just say that with
the last space shuttle launching last
Friday—and it was a beautiful launch—
of course, the expertise of the finest
launch team anywhere in the world
was very evident. When they got down
to T-minus 31 they saw an indication
on the controls that there had not been
a retraction of one of the arms, which
is a servicing arm, but they were ready
for that, and as it turned out, it was a
faulty sensor. Of course, the way they
checked is they have cameras all over
the launch tower. So they turned the
cameras on and trained them over
there and saw that it had, in fact, re-
tracted and was pulled into a safe posi-
tion. So with only 53 seconds left in the
launch window—the window being that
they had to launch the shuttle at that
time so that it, once in orbit, could
catch up with the space station, which
was its destination, with 53 seconds to
go, the count continued then, starting
at T minus 31 and went down to a flaw-
less launch and flawless flight, as they
are now docked with the space station,
and as they are now transferring this
20,000 pounds of cargo and equipment
and supplies that will keep the Inter-
national Space Station supplied for the
next year.

I don’t think people realize how big
the International Space Station is. It
is 120 yards long. If you sat on the 50-
yard line of a football stadium and
looked from the end of one end zone all
the way to the other, that is how big
the International Space Station is that
we have built with another 15 national
partners. Primarily, our partner in
building it was Russia. Of course, you
remember that the iteration before the
International Space Station was origi-
nally the Soviet space station that be-
came the Russian space station called
MIR, which we used to fly our astro-
nauts with the space shuttle to the
Russian space station. So the Russians
have been our partners.

Remember, when we have been
down—for example, after the destruc-
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tion of the space shuttle Columbia in
early 2003, for over 2 years we would
not fly the space shuttle as we went
through and made the corrections that
had caused the destruction of Columbia
and the loss of seven astronauts. We re-
lied on the Russians to get us to and
from the space station.

The sad thing is that the new rockets
that we are building to go to and from
the space station—there is one version
of those rockets that, in fact, is going
to fly later this year, rendezvous and
dock with the space station and deliver
cargo. But it has not been human
rated. To do that, we have to go
through and put in all the
redundancies for safety, all of the es-
cape mechanisms on the capsule, and
once that is done this will be a rocket
that will be much safer than the space
shuttle—as a matter of fact, we can
save the crew even from—if they had
an explosion on the pad, the crew can
safely eject in the escape rocket with
the capsule parachuting to safety, all
the way, 8% minutes to orbit—if they
had a malfunction.

Contrast that with the space shuttle.
When we saw Atlantis 1ift off, for the
first 2 minutes there is no escape. You
are married to those big solid rockets.
If there is a failure then, there is no
way out for the crew, and, as we saw,
that was how Challenger, 25 years ago,
was destroyed. They had a malfunction
in one of the rockets. It caused the
whole thing to explode—one of the
solid rockets—within the first 2 min-
utes of flight.

We are going to have a much safer
way to get to and from the space sta-
tion. The sad thing, however, is that
the rocket for humans is not ready. It
is going to take about another 3 years.
Therefore, it is sad that with all of
that finest launch team in the world at
the Kennedy Space Center, a good part
of them are having to be laid off. That
employment will ramp up over the next
several years as we build and launch
those kinds of rockets.

There is another set of human-rated
rockets. I am talking about the
manned space program now, not the
unmanned. This year we are going to
Jupiter. Later on we are getting ready
to launch a Volkswagen-size rover that
will go to the surface of Mars.

Do you know what those little rovers
have done over the last number of
yvears? They have gone, like the ener-
gizer bunny, all over the surface. This
one is going to be the size of a Volks-
wagen. So we have these kinds of mixes
going on, but the human space pro-
gram—the next big one to get NASA
out of the Earth’s orbit is the rocket
that we are developing, a monster
rocket. The capsule contract has al-
ready been let, and we are now going
on in the process of—pursuant to the
NASA law we passed last year—pro-
ceeding with the design and building of
this rocket, which will take us, on the
goal set by the President, to Mars with
interim stations along the way. He has
suggested an asteroid—to rendezvous
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and land with an asteroid by 2025. We
have a vigorous space program going
ahead.

Senator HUTCHISON, who has been a
wonderful partner in helping set NASA
policy in all of this, and I are going to
have something to say about this in
the next few days because we think
there is a holdup in the Office of Man-
agement and Budget with regard to the
rocket design and the architecture for
the big rocket. We are wondering why
this delay keeps occurring. But we will
talk about that in the later session.

With that, I yield the floor.

Mr. RUBIO. Madam President, had I
been present to vote on the motion to
proceed to consider S. 1323, I would
have voted no.

There is broad consensus in Wash-
ington that a ‘‘balanced approach’ be-
tween spending cuts, controls, and in-
creased revenue is the only possible
way to reduce our $14.3 trillion na-
tional debt and avert a Greek-style
debt crisis. I share this perspective.

As the ongoing debt negotiations ad-
vance, Members of Congress should
evaluate the components of a debt
package through one question: Will
this make it harder or easier for the
American people to create jobs? For
my part, I have never met a job creator
in Florida that has told me they are
waiting for Congress to pass another
tax hike before they start growing
their business.

Unfortunately, as evident by S. 1323,
some in Washington believe higher rev-
enues in a debt package should come
from massive tax increases, even at a
time when the unemployment rate is
9.2 percent and 25 million Americans
are unemployed or underemployed. I
vehemently disagree with this ap-
proach and will oppose a net tax in-
crease on the economy that makes its
way into a debt reduction deal.

To be clear, new revenues are an es-
sential component of debt reduction.
We can’t simply cut our way out of this
debt; we also need to grow our way out
of it. The best way to do this is by in-
creasing the number of taxpayers gain-
fully employed in our economy and by
easing burdensome regulations, not by
raising taxes.

We can generate lasting economic
growth and trillions in new revenues
for the Federal Government through
pro-growth tax reform. Senator PAT
TOOMEY has a budget proposal that
lowers top marginal tax rates to 25 per-
cent in a revenue-neutral way and
eliminates loopholes and deductions,
resulting in $1.5 trillion of additional
real growth over the next decade and
millions of new private-sector jobs, ac-
cording to the Heritage Foundation.
His budget recognizes that tax cuts and
an overhaul of our 70,000 page Tax Code
will create jobs and generate trillions
in new revenue.

Net tax increases are poor economic
policy. Will raising taxes on manufac-
turers make it easier for them to hire
new workers? Will raising taxes on
American energy companies make it
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easier to create jobs? Will raising taxes
on the businesses that Democrats refer
to as ‘‘millionaires’ allow those busi-
nesses to expand? Across the board, the
answer is no. Instead, these tax in-
creases will kill jobs in every district,
State, and industry in the country. Re-
gardless of the rhetoric coming from
Washington politicians, these taxes
will also have a mathematically insig-
nificant effect on deficit reduction.

I proudly support a ‘‘balanced ap-
proach’ in the context of debt reduc-
tion that grows the economy and
boosts tax revenues in the process, but
when presented with the option of
choking our weak economy with yet
another tax increase, I will oppose it.
Our country needs new taxpayers, not
new taxes.

————

HONORING OUR ARMED FORCES

SERGEANT FIRST CLASS TERRYL L. PASKER

Mr. GRASSLEY. Madam President,
the State of JTowa has lost one of its na-
tive sons, and the Nation has lost a
true patriot. SFC Terryl L. Pasker
from Cedar Rapids, IA, was shot and
killed in Panjshir Province, Afghani-
stan, while serving with the Iowa Na-
tional Guard in support of Operation
Enduring Freedom. He was 39 years old
and was just completing his second
tour in Afghanistan. My thoughts and
prayers are with his wife Erica, his par-
ents Mary and David, and those who
knew him and cared about him. Terryl
Pasker is described as an upbeat, reli-
gious man. He was known as a hard
worker and he owned a contracting
business in his civilian life. The loss of
someone in their prime, with a bright
future and a whole life left to live is a
tragic thing. It gives us pause to re-
flect on the tremendous sacrifice we
ask of our servicemembers, and have
since the first minutemen rallied at
Lexington and Concord. I would like to
pay tribute to the life and service of
SFC Terryl Pasker and ask that my
colleagues join me in honoring his
memory.

———

VIOLENCE AGAINST ANTIMINING
ACTIVISTS IN EL SALVADOR

Mr. LEAHY. Madam President, I
want to speak briefly about some trou-
bling developments in El1 Salvador,
which should concern us all.

On June 14, 2011, the body of Juan
Francisco Duran Ayala was found with
a gunshot wound to the head in the
Soyapango Municipality of San Sal-
vador. He was reportedly last seen
alive on June 2 in Ilobasco, Cabanas,
posting flyers critical of gold mining in
that area, the day before he dis-
appeared. In addition to studying at
the Technological University in San
Salvador, Mr. Duran had volunteered
for the Environmental Committee of
Cabanas in Defense of Water and Cul-
ture. His death is one of a shocking
number of instances of violence against
antimining activists in Cabanas.
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In 2009, Gustavo Marcelo Rivera went
missing for nearly 2 weeks before his
body was found on June 30 in a well
with signs of torture. Mr. Rivera was
the cofounder of the Asociacion Ami-
gos de San Isidro Cabanas, and was a
vocal leader in the anti-mining cam-
paign in San Isidro, Cabanas. Since Mr.
Rivera’s death, at least eight other
members of the antimining community
in Cabanas have reportedly been killed,
including Mr. Duran, and yet it is still
unclear who is behind this pattern of
deadly violence.

There have also been recurrent
threats against the lives of journalists
at Radio Victoria, which broadcasts in
that area.

Cabanas is located in the north cen-
tral part of El Salvador and has a long
history of gold mining. Pacific Rim
Mining, a Canadian company that ac-
quired a large mine named El Dorado,
was the subject of Mr. Rivera’s and Mr.
Duran’s protests. Now that their voices
have been silenced, people in that com-
munity are demanding thorough, cred-
ible investigations of these crimes,
both to obtain justice for their families
and in order that future activists can
exercise their right to speak out peace-
fully without losing their lives.

Unfortunately, El Salvador is a coun-
try where criminal investigations rare-
ly result in arrests, and those that do
almost never result in convictions. Im-
punity and corruption within the po-
lice are common, as in many other
countries of the region. Some accuse
local police and municipal officials of
complicity in the harassment and
threats against antimine activists and
the radio station, and point to the fact
that no one has been punished for these
crimes.

To compound the problem, judicial
independence, already fragile, is under
threat in El Salvador. On June 2 the
Salvadoran Legislative Assembly ap-
proved a decree which requires the five
members of the Constitutional Court
to rule unanimously instead of with
the previous four person majority. The
law was approved with the support of a
broad spectrum of political parties.

The vote was reportedly in response
to a number of unpopular decisions by
the Court over the past 2 years. The
passage of the decree threatens judicial
independence in a country where the
Court has only recently demonstrated
a willingness to act as a check on exec-
utive and legislative power. That is the
role of the judiciary in a democracy,
and the outcome of this impasse will
have profound implications for the
country.

El Salvador has been through a dif-
ficult history. The 1980s civil war po-
larized the country and those who suf-
fered most, the rural poor, are still
struggling to recover. The country’s
democratic institutions are weak, par-
ticularly the judiciary. The country is
coping with rampant violent crime,
and the infiltration of well financed
criminal gangs into all sectors of soci-
ety.
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In the midst of this, the brutal
slayings of people like Juan Francisco
Duran Ayala and Gustavo Marcelo Ri-
vera might be regarded as little more
than a grim statistic, soon to be for-
gotten. But we have not forgotten
them. All indications are that they did
nothing more than act as the voices of
people in their communities who are
concerned that their way of life, and
the land they depend on, is being de-
stroyed.

We know the Funes Government is
coping with many problems. We are
helping, by providing tens of millions
of dollars to support programs in
health, education, economic develop-
ment, and to strengthen law enforce-
ment. We provided additional funding
to help the country rebuild from the
devastating floods in November 2009.
But there is no more important respon-
sibility of government than upholding
the rule of law. The urgent necessity of
the message that would be sent to all
the people of El Salvador by bringing
the perpetrators of these crimes to jus-
tice cannot be overstated.

——————

VA INFECTION CONTROL
PRACTICES

Mrs. MURRAY. Madam President, I
would like to take a moment today to
recognize the success of recent efforts
at the Department of Veterans Affairs,
VA, to reduce Methicillin-resistant
Staphylococcus aureus, MRSA, infec-
tions by more than 60 percent in inten-
sive care units. This initiative by VA
was highlighted in a New England
Journal of Medicine article this year.

MRSA is a nationwide problem. It is
estimated that it kills 20,000 U.S. resi-
dents a year and hospitals remain an
important source of this infection.
Three years ago, VA launched this ini-
tiative to ensure that it leads the way
on eradicating MRSA infections from
their facilities. The success of this ini-
tiative has created a culture that pro-
motes infection prevention by adding
patient screening programs for MRSA,
precautions for hospitalized patients
found to have MRSA, and hand hygiene
reminders with readily available hand
sanitizer stations throughout VA med-
ical centers.

Every day thousands of veterans visit
VA health facilities to receive care. VA
provides care for more than 6 million
veterans each year. In the first 3 years
of this initiative, more than 1.7 million
screening tests for MRSA were given to
veteran patients at VA medical facili-
ties throughout the TUnited States.
Screening tests such as these help our
veterans stay safe from deadly anti-
biotic-resistant infections, a threat no
American should face when they visit a
hospital.

Since the initiative’s start in 2007,
VA has increased the amount of MRSA
screenings to 96 percent of all admitted
patients. This newly instituted culture
that promotes infection prevention has
been so successful that infection rates
for MRSA have decreased by 62 percent
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over the past 3 years within VA inten-
sive care units and by 45 percent in
other areas of the hospital. The success
of VA’s work on MRSA prevention is
proof that with dedication and strong
leadership, VA can make significant
improvements in their ability to con-
trol infections and deliver high quality
health care. It is my hope that these
results will be replicated across the
healthcare system nationwide and that
success achieved by VA in improving
the safe delivery of care through the
reduction in MRSA infections will be
mirrored in their efforts in other areas,
like the sterilization and reprocessing
of reusable medical equipment.

As the chairman of Senate Com-
mittee on Veterans’ Affairs and the
daughter of a disabled World War II
veteran, I know firsthand the need for
quality health care for our veterans.
No one who has made sacrifices to
serve our Nation should ever struggle
to find quality, timely health care,
which is why I am so pleased today to
highlight this successful initiative and
commend VA on their efforts to eradi-
cate MRSA from their health care fa-
cilities and continue to provide care
for our Nation’s heroes.

————

ADDITIONAL STATEMENTS

TRIBUTE TO FATHER WILLIAM
HULTBERG

e Mr. CASEY. Madam President, today
I wish to honor Father William
Hultberg, a very special priest from my
home State of Pennsylvania. Known to
many simply as ‘“‘Father Bill,” he is a
member of the Oblates of St. Francis
DeSales and has provided both his
country and his Pennsylvania commu-
nity with a lifetime of service as a spir-
itual and religious counselor. Satur-
day, July 16, 2011, will mark his 80th
birthday.

To those who know him, Father Bill
is a man whose commitment to spiritu-
ality, concern for his fellow man, and
sense of service is virtually unparal-
leled. After earning his bachelor’s de-
gree in education and Spanish from La-
Salle University and his master’s de-
gree in education and guidance from
Niagara University, Father Bill began
his lifelong commitment to country
and community with his chaplain serv-
ice in both the U.S. Army and U.S.
Navy. He retired as a lieutenant colo-
nel in 1991 after 35 years of exemplary
service. During his time as a Navy
Chaplain with the Marines, he received
the Bronze Star Medal with a ‘“‘Combat
V” for valor. As an Active-Duty chap-
lain with the U.S. Army, he was award-
ed four Meritorious Service Medals for
his efforts in developing and imple-
menting alcohol and drug prevention
programs for servicemembers.

Father Bill’s commitment to pro-
viding spiritual and religious coun-
seling to those suffering from alcohol
and drug addictions continues to this
day. As a certified pastoral and drug
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addiction counselor at Caron Treat-
ment Center in Wernersville, PA, Fa-
ther Bill has offered spiritual guidance
and an understanding of the 12-step
spirituality of recovery to addicts and
their families. His efforts over his 24
yvears of service to Caron have been
central in providing those who suffer
from addiction with the necessary
tools to achieve sobriety and have
truly left their mark on the Caron
community. To this point, his unique
Sunday services have become an hon-
ored, albeit mandatory, tradition at
Caron. Described by some as an ‘‘evan-
gelical rally,” Father Bill integrates
12-step traditions, elements of Chris-
tian worship, and other material at
these services to provide opportunities
for those in recovery and their families
to share their pain and hope with one
another as they struggle with addic-
tion.

Throughout his career, Father Bill
has also been a beacon of hope to those
suffering from HIV/AIDS. His develop-
ment and implementation of a spir-
itual program for those afflicted with
the disease and his contribution to
Caron’s HIV retreat weekends have
provided comfort and guidance to
many. Not only have these efforts had
an immeasurable impact in Pennsyl-
vania, but they have also garnered Fa-
ther Bill national recognition in the
form of the Ryan White Youth Service
Award, a national awards program rec-
ognizing leaders for reaching out to
support youth in the prevention of
HIV.

I would like to join the Caron Treat-
ment Center’s community in wishing
Father Bill a very happy 80th birthday
this weekend and to thank him for his
lifetime of service to both the Com-
monwealth and the country. I, and
many others, wish him many more
years of health and happiness as he
celebrates this milestone.®

——————

29TH METRO DETROIT YOUTH DAY

e Mr. LEVIN. Madam President, it is
with pride that I recognize the 29th An-
nual Metro Detroit Youth Day, which
will take place tomorrow on Belle Isle
in Detroit. This engaging and family-
oriented event is a herculean under-
taking, bringing together more than
1,600 volunteers to welcome more than
37,000 young people within the Greater
Detroit community. This day-long
event, which is sponsored by a mul-
titude of businesses and more than 320
community and youth organizations
across Michigan, provides a wonderful
platform to bring the community to-
gether to award scholarships and rec-
ognize outstanding community service
for and by young people.

From sports clinics to motivational
talks to entertainment, this event has
grown to become the largest youth
event in Michigan, with a mission of
promoting community service and the
need for physical education and fitness.
This event also seeks to inspire young
people to strive to better themselves
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through education, good deeds and
other positive means.

Through the years, Youth Day has
been recognized by many on the State
and national level. In 1991, Metro
Youth Day was recognized by President
George H.W. Bush as the 477th Point of
Light, and in 1999, the Governor’s
Council on Physical Fitness, Health
and Sports named Metro Youth Day
the top youth event in Michigan. These
honors are the direct result of the hard
work and dedication of the many indi-
viduals, organizations and businesses
that team up to make sure this event
is rewarding and memorable for the
many youth across the Detroit metro
area that participate.

Inspiring young people to better
themselves and fostering stronger com-
munity bonds are noble pursuits that
reap rewards far into the future. I sa-
lute all those who have played a role in
making this year’s Metro Detroit
Youth Day a tremendous success. This
event has become a tradition in south-
east Michigan over the last 28 years,
and I look forward to hearing about
this exciting celebration for many
years to come.®

——

PARKSTON, SOUTH DAKOTA

e Mr. THUNE. Madam President, today
I recognize Parkston, SD. This year the
town of Parkston will commemorate
the 125th anniversary of its founding.

Located in Hutchinson County,
Parkston was originally known as Da-
kota City and was located southeast of
what is now Parkston. When the rail-
road was built, it did not run through
Dakota City as expected. So the resi-
dents of Dakota City moved their
buildings with teams of horses to
where Parkston is currently located.
Today Parkston is a growing commu-
nity with many local shops and excel-
lent health care and educations facili-
tates. It is also home to the Parkston
Classic, a high school basketball tradi-
tion.

Parkston has been a successful and
thriving community for the past 125
years, and I am confident that it will
continue to serve as an example of
South Dakota values and traditions. I
would like to extend my congratula-
tions to the citizens of Parkston on
this landmark date and wish them con-
tinued prosperity in the years to
come.®

——
VIBORG, SOUTH DAKOTA

e Mr. THUNE. Madam President, today
I recognize Viborg, SD. This year the
town of Viborg will commemorate the
125th anniversary of its founding.
Located in Turner County, Viborg
was originally known as Daneville. It
was named Daneville because it was a
booming settlement of Danish immi-
grants. When the railroad was built, it
did not run through Daneville but,
rather, was located a half mile from
the village. Residents relocated to the
current location of Viborg, which was
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named for an ancient city in Denmark.
Today, Viborg is a growing community
and is well known for its annual Dan-
ish Days celebration, which celebrates
the strong cultural heritage in Viborg.
Viborg has been a successful and
thriving community for the past 125
years, and I am confident that it will
continue to serve as an example of
South Dakota values and traditions. I
would like to offer my congratulations
to the citizens of Viborg on this land-
mark date and wish them continued
prosperity in the years to come.®

—————

MESSAGES FROM THE PRESIDENT

Messages from the President of the
United States were communicated to
the Senate by Mr. Pate, one of his sec-
retaries.

———

EXECUTIVE MESSAGES REFERRED

As in executive session the Presiding
Officer laid before the Senate messages
from the President of the TUnited
States submitting sundry nominations
which were referred to the Committee
on Health, Education, Labor, and Pen-
sions.

(The nominations received today are
printed at the end of the Senate pro-
ceedings.)

———

MEASURES DISCHARGED

The following bill was discharged
from the Committee on Energy and
Natural Resources, and referred as in-
dicated:

S. 869. A bill to provide for an exchange of
land between the Department of Homeland
Security and the South Carolina State Ports
Authority; to the Committee on Homeland
Security and Governmental Affairs.

———————

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first
and second times by unanimous con-
sent, and referred as indicated:

By Mr. LEVIN (for himself, Mr.
CONRAD, Mr. NELSON of Florida, Mr.
SANDERS, Mrs. SHAHEEN, and Mr.
WHITEHOUSE):

S. 1346. A bill to restrict the use of offshore
tax havens and abusive tax shelters to inap-
propriately avoid Federal taxation, and for
other purposes; to the Committee on Fi-
nance.

By Mr. LIEBERMAN (for himself and
Mr. BLUMENTHAL):

S. 1347. A Dbill to establish Coltsville Na-
tional Historical Park in the State of Con-
necticut, and for other purposes; to the Com-
mittee on Energy and Natural Resources.

By Mr. BROWN of Massachusetts (for
himself, Mr. LIEBERMAN, Mr. WEBB,
Mr. INHOFE, Mr. CASEY, and Mr.
BEGICH):

S. 1348. A bill to amend title 36, United
States Code, to encourage the nationwide ob-
servance of two minutes of silence each Vet-
erans Day; to the Committee on the Judici-
ary.

By Mr. JOHANNS:

S. 1349. A bill to amend the National Flood
Insurance Act of 1968 to clarify the effective
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date of policies covering properties affected
by floods in progress; to the Committee on
Banking, Housing, and Urban Affairs.
By Mr. COONS (for himself, Mr. CRAPO,
Mrs. MURRAY, and Mr. KIRK):

S. 1350. A bill to expand the research, pre-
vention, and awareness activities of the Cen-
ters for Disease Control and Prevention and
the National Institutes of Health with re-
spect to pulmonary fibrosis, and for other
purposes; to the Committee on Health, Edu-
cation, Labor, and Pensions.

By Ms. STABENOW:

S. 1351. A bill to promote the development,
manufacturing, and use of advanced bat-
teries, and for other purposes; to the Com-
mittee on Energy and Natural Resources.

—————

ADDITIONAL COSPONSORS

S. 57
At the request of Mr. INOUYE, the
name of the Senator from Alaska (Mr.
BEGICH) was added as a cosponsor of S.
57, a bill to amend the Internal Rev-
enue Code of 1986 to modify the appli-
cation of the tonnage tax on certain
vessels.
S. 170
At the request of Mrs. BOXER, the
name of the Senator from Georgia (Mr.
ISAKSON) was added as a cosponsor of S.
170, a bill to provide for the affordable
refinancing of mortgages held by
Fannie Mae and Freddie Mac.
S. 344
At the request of Mr. REID, the name
of the Senator from New Mexico (Mr.
BINGAMAN) was added as a cosponsor of
S. 344, a bill to amend title 10, United
States Code, to permit certain retired
members of the uniformed services who
have a service-connected disability to
receive both disability compensation
from the Department of Veterans Af-
fairs for their disability and either re-
tired pay by reason of their years of
military service or Combat-Related
Special Compensation, and for other
purposes.
S. 387
At the request of Mrs. BOXER, the
name of the Senator from New Mexico
(Mr. BINGAMAN) was added as a cospon-
sor of S. 387, a bill to amend title 37,
United States Code, to provide flexible
spending arrangements for members of
uniformed services, and for other pur-
poses.
S. 418
At the request of Mr. HARKIN, the
name of the Senator from North Caro-
lina (Mr. BURR) was added as a cospon-
sor of S. 418, a bill to award a Congres-
sional Gold Medal to the World War II
members of the Civil Air Patrol.
S. 438
At the request of Ms. STABENOW, the
name of the Senator from Maine (Ms.
SNOWE) was added as a cosponsor of S.
438, a bill to amend the Public Health
Service Act to improve women’s health

by prevention, diagnosis, and treat-
ment of heart disease, stroke, and
other cardiovascular diseases in
women.

S. 506

At the request of Mr. CASEY, the
name of the Senator from Michigan
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(Ms. STABENOW) was added as a cospon-
sor of S. 506, a bill to amend the Ele-
mentary and Secondary Education Act
of 1965 to address and take action to
prevent bullying and harassment of
students.
S. 697
At the request of Mr. CASEY, the
name of the Senator from Maine (Ms.
SNOWE) was added as a cosponsor of S.
697, a bill to amend the Internal Rev-
enue Code of 1986 to allow a credit
against income tax for amounts paid
by a spouse of a member of the Armed
Services for a new State license or cer-
tification required by reason of a per-
manent change in the duty station of
such member to another State.
S. 922
At the request of Mrs. GILLIBRAND,
the name of the Senator from Oregon
(Mr. WYDEN) was added as a cosponsor
of S. 922, a bill to amend the Workforce
Investment Act of 1998 to authorize the
Secretary of Labor to provide grants
for Urban Jobs Programs, and for other
purposes.
S. 9M
At the request of Mr. THUNE, the
name of the Senator from Maine (Ms.
SNOWE) was added as a cosponsor of S.
971, a bill to promote neutrality, sim-
plicity, and fairness in the taxation of
digital goods and digital services.
S. 1025
At the request of Mr. LEAHY, the
name of the Senator from New Hamp-
shire (Ms. AYOTTE) was added as a co-
sponsor of S. 1025, a bill to amend title
10, United States Code, to enhance the
national defense through empowerment
of the National Guard, enhancement of
the functions of the National Guard
Bureau, and improvement of Federal-
State military coordination in domes-
tic emergency response, and for other
purposes.
S. 1035
At the request of Mr. CARPER, the
name of the Senator from Rhode Island
(Mr. WHITEHOUSE) was added as a co-
sponsor of S. 1035, a bill to amend the
Internal Revenue Code of 1986 to in-
clude automated fire sprinkler systems
as section 179 property and classify cer-
tain automated fire sprinkler systems
as 15-year property for purposes of de-
preciation.
S. 1046
At the request of Mr. INHOFE, the
names of the Senator from Idaho (Mr.
Ri1scH), the Senator from Oklahoma
(Mr. COBURN), the Senator from South
Dakota (Mr. THUNE), the Senator from
Massachusetts (Mr. BROWN), the Sen-
ator from Alabama (Mr. SESSIONS), the
Senator from Missouri (Mr. BLUNT), the
Senator from North Carolina (Mr.
BURR), the Senator from Mississippi
(Mr. WICKER) and the Senator from Ne-
braska (Mr. JOHANNS) were added as co-
sponsors of S. 1046, a bill to require the
detention at United States Naval Sta-
tion, Guantanamo Bay, Cuba, of high-
value enemy combatants who will be
detained long-term.
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S. 1061
At the request of Mr. BARRASSO, the
name of the Senator from Arizona (Mr.
McCAIN) was added as a cosponsor of S.
1061, a bill to amend title 5 and 28,
United States Code, with respect to the
award of fees and other expenses in
cases brought against agencies of the
United States, to require the Adminis-
trative Conference of the United States
to compile, and make publically avail-
able, certain data relating to the Equal
Access to Justice Act, and for other
purposes.
S. 1094
At the request of Mr. MENENDEZ, the
name of the Senator from South Da-
kota (Mr. JOHNSON) was added as a co-
sponsor of S. 1094, a bill to reauthorize
the Combating Autism Act of 2006
(Public Law 109-416).
S. 1108
At the request of Mr. SANDERS, the
name of the Senator from Delaware
(Mr. CooNns) was added as a cosponsor
of S. 1108, a bill to provide local com-
munities with tools to make solar per-
mitting more efficient, and for other
purposes.
S. 1188
At the request of Mr. BROWN of Ohio,
the name of the Senator from Vermont
(Mr. SANDERS) was added as a cospon-
sor of S. 1188, a bill to require the pur-
chase of domestically made flags of the
United States of America for use by
the Federal Government.
S. 1200
At the request of Mr. SANDERS, the
name of the Senator from West Vir-
ginia (Mr. ROCKEFELLER) was added as
a cosponsor of S. 1200, a bill to require
the Chairman of the Commodity Fu-
tures Trading Commission to impose
unilaterally position limits and margin
requirements to eliminate excessive oil
speculation, and to take other actions
to ensure that the price of crude oil,
gasoline, diesel fuel, jet fuel, and heat-
ing o0il accurately reflects the fun-
damentals of supply and demand, to re-
main in effect until the date on which
the Commission establishes position
limits to diminish, eliminate, or pre-
vent excessive speculation as required
by title VII of the Dodd-Frank Wall
Street Reform and Consumer Protec-
tion Act, and for other purposes.
S. 1225
At the request of Mr. BINGAMAN, the
name of the Senator from New Mexico
(Mr. UDALL) was added as a cosponsor
of S. 1225, a bill to transfer certain fa-
cilities, easements, and rights-of-way
to Fort Sumner Irrigation District,
New Mexico.
S. 1231
At the request of Mr. LEAHY, the
name of the Senator from Minnesota
(Mr. FRANKEN) was added as a cospon-
sor of S. 1231, a bill to reauthorize the
Second Chance Act of 2007.
S. 1241
At the request of Mr. RUBIO, the
name of the Senator from Pennsyl-
vania (Mr. TOOMEY) was added as a co-
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sponsor of S. 1241, a bill to amend title
18, United States Code, to prohibit tak-
ing minors across State lines in cir-
cumvention of laws requiring the in-
volvement of parents in abortion deci-
sions.
S. 1250
At the request of Mr. BENNET, the
name of the Senator from Minnesota
(Ms. KLOBUCHAR) was added as a co-
sponsor of S. 1250, a bill to create and
expand innovative teacher and prin-
cipal preparation programs known as
teacher and principal preparation acad-
emies.
S. 1299
At the request of Mr. MORAN, the
names of the Senator from Oregon (Mr.
MERKLEY) and the Senator from Wyo-
ming (Mr. ENZI) were added as cospon-
sors of S. 1299, a bill to require the Sec-
retary of the Treasury to mint coins in
commemoration of the centennial of
the establishment of Lions Clubs Inter-
national.
S. 1341
At the request of Mr. SESSIONS, the
names of the Senator from South Caro-
lina (Mr. DEMINT) and the Senator
from Pennsylvania (Mr. TOOMEY) were
added as cosponsors of S. 1341, a bill to
provide a point of order against consid-
eration of any measure that would in-
crease the statutory limit on the pub-
lic debt above $14.294 trillion unless
that measure has been publicly avail-
able for a full 7 calendar days before
consideration on the floor of the Sen-
ate.
S.J. RES. 17
At the request of Mr. MCCONNELL,
the name of the Senator from Indiana
(Mr. CoATs) was added as a cosponsor
of S.J. Res. 17, a joint resolution ap-
proving the renewal of import restric-
tions contained in the Burmese Free-
dom and Democracy Act of 2003.
$.J. RES. 19
At the request of Mr. HATCH, the
name of the Senator from Indiana (Mr.
CoATS) was added as a cosponsor of S.J.
Res. 19, a joint resolution proposing an
amendment to the Constitution of the
United States authorizing Congress to
prohibit the physical desecration of the
flag of the United States.

———

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. LEVIN (for himself, Mr.
CONRAD, Mr. NELSON of Florida,
Mr. SANDERS, Mrs. SHAHEEN,
and Mr. WHITEHOUSE):

S. 1346. A bill to restrict the use of
offshore tax havens and abusive tax
shelters to inappropriately avoid Fed-
eral taxation, and for other purposes;
to the Committee on Finance.

Mr. LEVIN. Mr. President, I am in-
troducing today with my colleagues
Senators CONRAD, BILL NELSON, SAND-
ERS, SHAHEEN, and WHITEHOUSE, the
Stop Tax Haven Abuse Act, legislation
which is geared to stop the $100 billion
yearly drain on the U.S. treasury
caused by offshore tax abuses. Offshore
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tax abuses are not only undermining
public confidence in our tax system,
but widening the deficit and increasing
the tax burden on middle America.

People are sick and tired of tax dodg-
ers using offshore trickery and abusive
tax shelters to avoid paying their fair
share. This bill offers powerful new
tools to combat those offshore and tax
shelter abuses, raise revenues, and
eliminate incentives to send U.S. prof-
its and jobs offshore. Its provisions will
hopefully be part of any deficit reduc-
tion package this year, but should be
adopted in any event.

The bill is supported by a wide array
of small business, labor, and public in-
terest groups, including the Financial
Accountability and Corporate Trans-
parency, FACT, Coalition, American
Sustainable Business Council, Business
for Shared Prosperity, Main Street Al-
liance, AFL-CIO, SEIU, Citizens for
Tax dJustice, Tax Justice Network-
USA, U.S. Public Interest Research
Group, Global Financial Integrity,
Global Witness, Jubilee USA, and Pub-
lic Citizen.

Frank Knapp, president and CEO of
the South Carolina Small Business
Chamber of Commerce, has explained
small business support for the bill this
way:

Small businesses are the lifeblood of local
economies. We pay our fair share of taxes
and generate most of the new jobs. Why
should we be subsidizing U.S. multinationals
that use offshore tax havens to avoid paying
taxes? Big corporations benefit immensely
from all the advantages of being
headquartered in our country. It is time to
end tax haven abuse and level the playing
field.

The Stop Tax Haven Abuse Act is a
product of the investigative work of
the Permanent Subcommittee on In-
vestigations which I chair. For more
than 10 years, the Subcommittee has
conducted inquiries into offshore
abuses, including the use of offshore
corporations and trusts to hide assets,
the use of tax haven banks to set up se-
cret accounts, and the use of U.S.
bankers, lawyers, accountants and
other professionals to devise and con-
duct abusive tax shelters. Over the
years, we have learned a lot of the off-
shore tricks and have designed this bill
to fight back by closing obnoxious off-
shore tax loopholes and strengthening
offshore tax enforcement.

The 112th Congress is the fifth Con-
gress in which I have introduced a com-
prehensive bill to combat offshore and
tax shelter abuses. A number of provi-
sions from past bills have made it into
law, such as measures to curb abusive
foreign trusts, close offshore dividend
tax loopholes, and strengthen penalties
on tax shelter promoters, but much
more needs to be done.

The last Congress made significant
progress in the offshore battle. We fi-
nally enacted into law the economic
substance doctrine which authorizes
courts to strike down phony business
deals with no economic purpose other
than to avoid the payment of tax. My
past bills supported the economic sub-
stance doctrine, and its enactment into
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law is a victory many years in the
making.

Last year also saw enactment of the
Baucus-Rangel Foreign Account Tax
Compliance Act or FATCA, which is a
tough new law designed to flush out
hidden offshore bank accounts. Foreign
banks are currently engaged in a mas-
sive lobbying effort to weaken its dis-
closure requirements, but U.S. banks
have had it with foreign banks using
secrecy to attract U.S. clients and
want those banks to have to meet the
same disclosure requirements U.S.
banks do. The Administration is so far
resisting calls to water down the provi-
sions.

President Obama, who when in the
Senate cosponsored my bills in 2005 and
2007 to end tax haven abuses, is a long-
time opponent of offshore tax evasion.
He knows how fed up Americans are
with tax dodgers who hide their money
offshore, use complex tax shelters to
thumb their nose at Uncle Sam, and
offload their tax burden onto the backs
of honest Americans.

The bottom line is that each of us
has a legal and civil obligation to pay
taxes, and most Americans fulfill that
obligation. It is time to force the tax
scofflaws, the tax dodgers, and the tax
cheats to do the same, and end their
misuse of offshore tax havens.

The bill T am introducing today is a
stronger version of the Stop Tax Haven
Abuse Act introduced in the last Con-
gress. In addition to preserving the
provisions from last year that have not
yet been enacted into law, it contains
several new measures to stop tax dodg-
ers from taking advantage of middle
Americans who play by the rules.

Among the bill’s provisions are spe-
cial measures to combat persons who
impede U.S. tax enforcement; estab-
lishment of legal presumptions to over-
come secrecy barriers; the treatment of
offshore corporations as domestic cor-
porations for tax purposes when con-
trolled by U.S. persons; closing a tax
loophole benefiting credit default
swaps that send money offshore; clos-
ing another loophole that allows cor-
porate deposits of foreign funds in U.S.
accounts to be treated as nontaxable,
unrepatriated foreign income; disclo-
sure requirements for basic informa-
tion on country-by-country tax pay-
ments by multinationals; and stronger
penalties against tax shelter promoters
and aiders and abettors of tax evasion.

Probably the biggest change in the
bill from the last Congress is that it
would no longer require Treasury to
develop a list of offshore secrecy juris-
dictions and then impose tougher re-
quirements on U.S. taxpayers who use
those jurisdictions. Instead, the bill
would build on the Foreign Account
Tax Compliance Act of 2010, by cre-
ating tougher disclosure, evidentiary,
and enforcement consequences for U.S.
persons who do business with foreign
financial institutions that reject
FATCA’s call for disclosing accounts
used by U.S. persons. By focusing on
non-FATCA financial institutions in-
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stead of offshore secrecy jurisdictions,
the bill relieves Treasury of a difficult
task, while providing additional incen-
tives for foreign banks to adopt
FATCA’s disclosure requirements.

Mr. President, I ask unanimous con-
sent that a section by section analysis
and a bill summary be printed in the
RECORD.

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

Section 101—Special Measures Where U.S.
Tax Enforcement Is Impeded

The first section of the bill, Section 101,
which is carried over from the last Congress,
would allow the Treasury Secretary to apply
an array of sanctions against any foreign ju-
risdiction or financial institution which the
Secretary determined was impeding U.S. tax
enforcement.

This provision has added significance now
that Congress has enacted the Foreign Ac-
count Tax Compliance Act requiring foreign
financial institutions with U.S. investments
to disclose all accounts opened by U.S. per-
sons or pay a hefty tax on their U.S. invest-
ment income. FATCA goes into effect in 2013,
but some foreign financial institutions are
saying that they will refuse to adopt
FATCA’s approach and will instead stop
holding any U.S. assets. While that is their
right, the question being raised by some for-
eign banks planning to comply with FATCA
is what happens to non-FATCA institutions
that take on U.S. clients and don’t report
the accounts to the United States. Right
now, the U.S. government has no way to
take effective action against foreign finan-
cial institutions that open secret accounts
for U.S. tax evaders. Section 101 of our bill
would change that by providing just the pow-
erful new tool needed to stop non-FATCA in-
stitutions from facilitating U.S. tax evasion.

Section 101 is designed to build upon exist-
ing Treasury authority to take action
against foreign financial institutions that
engage in money laundering by extending
that same authority to the tax area. In 2001,
the Patriot Act gave Treasury the authority
under 31 U.S.C. 5318A to require domestic fi-
nancial institutions and agencies to take
special measures with respect to foreign ju-
risdictions, financial institutions, or trans-
actions found to be of ‘‘primary money laun-
dering concern.’”” Once Treasury designates a
foreign jurisdiction or financial institution
to be of primary money laundering concern,
Section 5318A allows Treasury to impose a
range of requirements on U.S. financial in-
stitutions in their dealings with the des-
ignated entity—from requiring U.S. financial
institutions, for example, to provide greater
information than normal about transactions
involving the designated entity, to prohib-
iting U.S. financial institutions from open-
ing accounts for that foreign entity.

This Patriot Act authority has been used
sparingly, but to telling effect. In some in-
stances Treasury has employed special meas-
ures against an entire country, such as
Burma, to stop its financial institutions
from laundering funds through the U.S. fi-
nancial system. More often, Treasury has
used the authority surgically, against a sin-
gle problem financial institution, to stop
laundered funds from entering the United
States. The provision has clearly succeeded
in giving Treasury a powerful tool to protect
the U.S. financial system from money laun-
dering abuses.

The bill would authorize Treasury to use
that same tool to require U.S. financial in-
stitutions to take the same special measures
against foreign jurisdictions or financial in-
stitutions found by Treasury to be ‘‘imped-
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ing U.S. tax enforcement.”” Treasury could,
for example, in consultation with the IRS,
the Secretary of State, and the Attorney
General, require U.S. financial institutions
that have correspondent accounts for a des-
ignated foreign bank to produce information
on all of that foreign bank’s customers. Al-
ternatively, Treasury could prohibit U.S. fi-
nancial institutions from opening accounts
for a designated foreign bank, thereby cut-
ting off that foreign bank’s access to the
U.S. financial system. These types of sanc-
tions could be as effective in ending the
worst tax haven abuses as they have been in
curbing money laundering.

In addition to extending Treasury’s ability
to impose special measures against foreign
entities impeding U.S. tax enforcement, the
bill would add one new measure to the list of
possible sanctions that could be applied: it
would allow Treasury to instruct U.S. finan-
cial institutions not to authorize or accept
credit card transactions involving a des-
ignated foreign jurisdiction or financial in-
stitution. Denying tax haven banks the abil-
ity to issue credit cards for use in the United
States, for example, offers an effective new
way to stop U.S. tax cheats from obtaining
access to funds hidden offshore.

Section 102—Strengthening FATCA

Section 102 of the bill is a new section that
seeks to clarify, build upon, and strengthen
the Foreign Account Tax Compliance Act or
FATCA, to flush out hidden foreign accounts
and assets used by U.S. taxpayers to evade
paying U.S. taxes. When the law becomes ef-
fective in 2013, it will require disclosure of
account held by U.S. persons at foreign
banks, broker-dealers, investment advisers,
hedge funds, private equity funds, and other
financial firms.

Some foreign financial institutions are
likely to choose to forego all U.S. invest-
ments rather than comply with FATCA’s dis-
closure rules. If some foreign financial insti-
tutions decide not to participate in the
FATCA system, that’s their business. But if
U.S. taxpayers start using those same for-
eign financial institutions to hide assets and
evade U.S. taxes to the tune of $100 billion
per year, that’s our business. The United
States has a right to enforce our tax laws
and to expect that financial institutions will
not assist U.S. tax cheats.

Section 101 of the bill would provide U.S.
authorities with a way to take direct action
against foreign financial institutions that
decide to operate outside of the FATCA sys-
tem and allow U.S. clients to open hidden ac-
counts. If the U.S. Treasury determines that
such a foreign financial institution is imped-
ing U.S. tax enforcement, Section 101 would
give U.S. authorities a menu of special meas-
ures that could be taken in response, includ-
ing by prohibiting U.S. banks from doing
business with that institution.

Section 102, in contrast, does not seek to
take action against a non-FATCA institu-
tion, but instead seeks to strengthen tax en-
forcement efforts with respect to the U.S.
persons taking advantage of the non-disclo-
sure practices at non-FATCA institutions.
Section 102 would also clarify when foreign
financial institutions are obligated to dis-
close accounts to the United States under
FATCA.

Background. In 2006, the Permanent Sub-
committee on Investigations released a re-
port with six case histories detailing how
U.S. taxpayers were using offshore tax ha-
vens to avoid payment of the taxes they
owed. These case histories examined an
Internet-based company that helped persons
obtain offshore entities and accounts; U.S.
promoters that designed complex offshore
structures to hide client assets, even pro-
viding clients with a how-to manual for
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going offshore; U.S. taxpayers who diverted
business income offshore through phony
loans and invoices; a one-time tax dodge that
deducted phantom offshore stock losses from
real U.S. stock income to shelter that in-
come from U.S. taxes; and a 13-year offshore
network of 58 offshore trusts and corpora-
tions built by American brothers Sam and
Charles Wyly. Each of these case histories
presented the same fact pattern in which the
U.S. taxpayer, through lawyers, banks, or
other representatives, set up offshore trusts,
corporations, or other entities which had all
the trappings of independence but, in fact,
were controlled by the U.S. taxpayer whose
directives were implemented by compliant
offshore personnel acting as the trustees, of-
ficers, directors or nominee owners of the
offshore entities.

In the case of the Wylys, the brothers and
their representatives communicated Wyly
directives to a so-called trust protector who
then relayed the directives to the offshore
trustees. In the 13 years examined by the
Subcommittee, the offshore trustees never
once rejected a Wyly request and never once
initiated an action without Wyly approval.
They simply did what they were told. A U.S.
taxpayer in another case history told the
Subcommittee that the offshore personnel
who nominally owned and controlled his off-
shore entities, in fact, always followed his
directions, describing himself as the ‘‘puppet
master’ in charge of his offshore holdings.

When the Subcommittee discussed these
case histories with financial administrators
from the Isle of Man, the regulators ex-
plained that none of the offshore personnel
were engaged in any wrongdoing, because
their laws permit foreign clients to transmit
detailed, daily instructions to offshore serv-
ice providers on how to handle offshore as-
sets, so long as it is the offshore trustee or
corporate officer who gives the final order to
buy or sell the assets. They explained that,
under their law, an offshore entity is consid-
ered legally independent from the person di-
recting its activities so long as that person
follows the form of transmitting ‘‘requests’
to the offshore personnel who retain the for-
mal right to make the decisions, even
though the offshore personnel always do as
they are asked.

The Subcommittee case histories illustrate
what the tax literature and law enforcement
experience have shown for years: that the
business model followed in all offshore se-
crecy jurisdictions is for compliant trustees,
corporate administrators, and financial in-
stitutions to provide a veneer of independ-
ence while ensuring that their U.S. clients
retain complete and unfettered control over
“their” offshore assets. That’s the standard
operating procedure offshore. Offshore serv-
ice providers pretend to own or control the
offshore trusts, corporations, and accounts
they help establish, but what they really do
is whatever their clients tell them to do.

Rebuttable Evidentiary Presumptions. The
reality behind these offshore practices
makes a mockery of U.S. laws that normally
view trusts and corporations as independent
actors. They invite game-playing and tax
evasion. To combat these abusive offshore
practices, Section 102(g) of the bill would im-
plement a bipartisan recommendation in the
2006 report by establishing several rebuttable
evidentiary presumptions that would pre-
sume U.S. taxpayer control of offshore enti-
ties that they form or do business with, un-
less the U.S. taxpayer presents clear and
convincing evidence to the contrary.

The presumptions would apply only in
civil, judicial, or administrative tax or secu-
rities enforcement proceedings examining
offshore entities or transactions. They would
place the burden of producing evidence from
offshore jurisdiction on the taxpayer who
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chose to do business in those jurisdictions
and who has access to the information, rath-
er than on the federal government which has
little or no practical ability to get the infor-
mation.

Section 102(g)(1) would establish three evi-
dentiary presumptions that could be used in
a civil tax enforcement proceeding. First is a
presumption that a U.S. taxpayer who
‘““formed, transferred assets to, was a bene-
ficiary of, had a beneficial interest in, or re-
ceived money or property or the use thereof”
from an offshore entity, such as a trust or
corporation, controls that entity. Second is
a presumption that funds or other property
received from offshore are taxable income,
and that funds or other property transferred
offshore have not yet been taxed. Third is a
presumption that a financial account con-
trolled by a U.S. taxpayer in a foreign coun-
try contains enough money—3$10,000—to trig-
ger an existing statutory reporting threshold
and allow the IRS to assert the minimum
penalty for nondisclosure of the account by
the taxpayer.

Section 102(g)(2) would establish two evi-
dentiary presumptions applicable to civil
proceedings to enforce U.S. securities laws.
The first would specify that if a director, of-
ficer, or major shareholder of a U.S. publicly
traded corporation were associated with an
offshore entity, that person would be pre-
sumed to control that offshore entity. The
second presumption would provide that secu-
rities nominally owned by an offshore entity
are presumed to be beneficially owned by
any U.S. person who controlled that offshore
entity.

All of these presumptions are rebuttable,
which means that the U.S. person who is the
subject of the proceeding could provide clear
and convincing evidence to show that the
presumptions were factually inaccurate. To
rebut the presumptions, a taxpayer could es-
tablish, for example, that an offshore cor-
poration really was controlled by an inde-
pendent third party, or that money sent
from an offshore account really represented
a nontaxable gift instead of taxable income.
If the taxpayer wished to introduce evidence
from a foreign person, such as an offshore
banker, corporate officer, or trust adminis-
trator, to establish those facts, that foreign
person would have to actually appear in the
U.S. proceeding in a manner that would per-
mit cross examination.

The bill also includes several limitations
on the presumptions to ensure their oper-
ation is fair and reasonable. First, criminal
cases would not be affected by this bill which
would apply only to civil proceedings. Sec-
ond, because the presumptions apply only in
enforcement ‘‘proceedings,”” they would not
directly affect, for example, a person’s re-
porting obligations on a tax return or SEC
filing. The presumptions would come into
play only if the IRS or SEC were to chal-
lenge a matter in a formal proceeding. Third,
the bill would not apply the presumptions to
situations where either the U.S. person or
the offshore entity is a publicly traded com-
pany, because in those situations, even if a
transaction were abusive, IRS and SEC offi-
cials are generally able to obtain access to
necessary information. Fourth, the bill rec-
ognizes that certain classes of offshore trans-
actions, such as corporate reorganizations,
may not present a potential for abuse, and
accordingly authorizes Treasury and the
SEC to issue regulations or guidance identi-
fying such classes of transactions, to which
the presumptions would not apply.

An even more fundamental limitation on
the presumptions is that they would apply
only to U.S. persons who directly or through
an offshore entity choose to do business with
a ‘“‘non-FATCA institution,” meaning a for-
eign financial institution which has not

July 12, 2011

adopted the FATCA disclosure requirements
and instead takes advantage of banking, cor-
porate, and tax secrecy laws and practices
that make it very difficult for U.S. tax au-
thorities to detect financial accounts bene-
fiting U.S. persons.

FATCA’s disclosure requirements were de-
signed to combat offshore secrecy and flush
out hidden accounts being used by U.S. per-
sons to evade U.S. taxes. Section 102(g)
would continue the fight by allowing federal
authorities to benefit from rebuttable pre-
sumptions regarding the control, ownership,
and assets of offshore entities that open ac-
counts at financial institutions outside the
FATCA disclosure system. These presump-
tions would allow U.S. law enforcement to
establish what we all know from experience
is normally the case in an offshore jurisdic-
tion—that a U.S. person associated with an
offshore entity controls that entity; that
money and property sent to or from an off-
shore entity involves taxable income; and
that an offshore account that hasn’t been
disclosed to U.S. authorities should be made
subject to inspection. U.S. law enforcement
can establish those facts presumptively,
without having to pierce the secrecy veil. At
the same time, U.S. persons who chose to
transact their affairs through accounts at a
non-FACTA institution are given the oppor-
tunity to lift the veil of secrecy and dem-
onstrate that the presumptions are factually
wrong. These rebuttable evidentiary pre-
sumptions will provide U.S. tax and securi-
ties law enforcement with powerful new
tools to shut down tax haven abuses.

FATCA Disclosure Obligations. In addition
to establishing presumptions, Section 102
would make several changes to clarify and
strengthen FATCA’s disclosure obligations.

Section 102(b) would amend 26 U.S.C. Sec-
tion 1471 to make it clear that the types of
financial accounts that must be disclosed by
foreign financial institutions under FATCA
include not just savings, money market, or
securities accounts, but also transaction ac-
counts that some banks might claim are not
depository accounts, such as checking ac-
counts. The section would also make it clear
that financial institutions could not omit
from their disclosures client assets in the
form of derivatives, including swap agree-
ments.

Section 102(c) would amend 26 U.S.C. 1472
to clarify when a withholding agent ‘‘knows
or has reason to know” that an account is di-
rectly or indirectly owned by a U.S. person
and must be disclosed to the United States.
The bill provision would make it clear that
the withholding agent would have to take
into account information obtained as the re-
sult of ‘‘any customer identification, anti-
money laundering, anti-corruption, or simi-
lar obligation to identify accountholders.”
In other words, if a foreign bank knows, as a
result of due diligence inquiries made under
its anti-money laundering program, that an
non-U.S. corporation was beneficially owned
by a U.S. person, the foreign bank would
have to report that account to the IRS—it
could not treat the offshore corporation as a
non-U.S. customer. That approach is already
implied in the statutory language, but this
amendment would make it crystal clear.

Section 102(c) would also amend the law to
make it clear that the Treasury Secretary,
when exercising authority under FATCA to
waive disclosure or withholding require-
ments for non-financial foreign entities, can
waive those requirements for only for a class
of entities which the Secretary identifies as
“posing a low risk of tax evasion.” A variety
of foreign financial institutions are pressing
Treasury to issue waivers under Section 1472,
and this amendment would make it clear
that such waivers are possible only when the
risk of tax evasion is minimal.



July 12, 2011

Section 102(d) would amend 26 U.S.C. 1473
to clarify that the definition of ‘‘substantial
United States owner’ includes U.S. persons
who are beneficial owners of corporations or
the beneficial owner of an entity that is one
of the partners in a partnership. While the
current statutory language already implies
that beneficial owners are included, this
amendment would leave no doubt.

Section 102(e) would amend 26 U.S.C. 1474
to make two exceptions to the statutory pro-
vision which makes account information dis-
closed to the IRS by foreign financial insti-
tutions under FATCA confidential tax return
information. The first exception would allow
the IRS to disclose the account information
to federal law enforcement agencies, includ-
ing the SEC and bank regulators, inves-
tigating possible violations of U.S. law. The
second would allow the IRS to disclose the
name of any foreign financial institution
whose disclosure agreement under FATCA
was terminated, either by the institution, its
government, or the IRS. Financial institu-
tions should not be able to portray them-
selves as FATCA institutions if, in fact, they
are not.

Section 102(f) would amend 26 U.S.C. 6038D,
which creates a new tax return disclosure ob-
ligation for U.S. taxpayers with interests in
‘“‘specified foreign financial assets,” to clar-
ify that the disclosure requirement applies
not only to persons who have a direct or
nominal ownership interest in those foreign
financial assets, but also to persons who
have a beneficial, meaning real, ownership
interest in them. While the existing statu-
tory language implies this broad reporting
obligation, the amendment would make it
clear.

Finally, Section 102(a) would amend a new
annual tax return obligation established in
26 U.S.C. 1298(f) for passive foreign invest-
ment companies (PFICs). PFICs are typi-
cally used as holding companies for foreign
assets held by U.S. persons, and the intent of
the new Section 1298(f) is to require all
PFICs to begin filing annual informational
tax returns with the IRS. The current statu-
tory language, however, limits the disclosure
obligation to any U.S. person who is a
‘‘shareholder’ in a PFIC, and does not cover
PFICs whose shares may be nominally held
by an offshore corporation or trust, but ben-
eficially owned by a U.S. person. The bill
provision would broaden the PFIC reporting
requirement to apply to any U.S. person who
““directly or indirectly, forms, transfers as-
sets to, is a beneficiary of, has a beneficial
interest in, or receives money or property or
the use thereof” from a PFIC. That broader
formulation of who should file the new PFIC
annual tax return would ensure that vir-
tually all PFICs associated with U.S. persons
will begin filing informational returns with
the IRS.

Section 103—Corporations Managed and Con-
trolled in the United States

Section 103 of the bill focuses on corpora-
tions which claim foreign status—often in a
tax haven jurisdiction—in order to avoid
payment of U.S. taxes, but then operate
right here in the United States in direct
competition with domestic corporations that
are paying their fair share.

This offshore game is all too common. In
2008, the Senate Finance Committee held a
hearing describing a trip made by GAO to
the Cayman Islands to look at the infamous
Ugland House, a five-story building that is
the official address for over 18,800 registered
companies. GAO found that about half of the
alleged Ugland House tenants—around 9,000
entities—had a billing address in the United
States and were not actual occupants of the
building. In fact, GAO determined that none
of the companies registered at the Ugland
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House was an actual occupant. GAO found
that the only true occupant of the building
was a Cayman law firm, Maples and Calder.

Here’s what the GAO wrote:

‘“Very few Ugland House registered entities
have a significant physical presence in the
Cayman Islands or carry out business in the
Cayman Islands. According to Maples and
Calder partners, the persons establishing
these entities are typically referred to
Maples by counsel from outside the Cayman
Islands, fund managers, and investment
banks. As of March 2008 the Cayman Islands
Registrar reported that 18,857 entities were
registered at the Ugland House address. Ap-
proximately 96 percent of these entities were
classified as exempted entities under Cay-
man Islands law, and were thus generally
prohibited from carrying out domestic busi-
ness within the Cayman Islands.”

Section 103 of the bill is designed to ad-
dress the Ugland House problem. It focuses
on the situation where a corporation is in-
corporated in a tax haven as a mere shell op-
eration with little or no physical presence or
employees in the jurisdiction. The shell enti-
ty pretends it is operating in the tax haven,
even though its key personnel and decision-
makers are in the United States. The objec-
tive of this set up is to enable the owners of
the shell entity to take advantage of all of
the benefits provided by U.S. legal, edu-
cational, financial, and commercial systems,
and at the same time avoid paying U.S.
taxes.

My Subcommittee has seen numerous com-
panies exploit this situation, declaring
themselves to be foreign corporations, even
though they really operate out of the United
States. For example, thousands of hedge
funds whose financial experts live in Con-
necticut, New York, Texas, or California
play this game to escape taxes and avoid reg-
ulation. In an October 2008 Subcommittee
hearing, three sizeable hedge funds,
Highbridge Capital which is associated with
JPMorgan Chase, Angelo Gordon, and Mav-
erick Capital, admitted that, although all
they claimed to be based in the Cayman Is-
lands, none had an office or a single full time
employee in that jurisdiction. Instead, their
offices and key decisionmakers were located
and did business right here in the United
States.

According to a recent Wall Street Journal
article, over 20 percent of the corporations
that made initial public offerings or IPOs in
the United States in 2010 and so far in 2011,
have been incorporated in Bermuda or the
Cayman Islands, but also described them-
selves to investors as based in another coun-
try, including the United States. The article
also described how Samsonite, a Denver-
based company, reincorporated in Luxem-
bourg before going public. Too many of these
tax-haven incorporations appear to be a de-
liberate effort to take advantage of U.S. ben-
efits, while dodging U.S. taxation and under-
cutting U.S. competitors who pay their
taxes.

Section 103 would put an end to such cor-
porate fictions and offshore tax dodging. It
provides that if a corporation is publicly
traded or has aggregate gross assets of $50
million or more, and its management and
control occurs primarily in the TUnited
States, that corporation will be treated as a
U.S. domestic corporation for income tax
purposes.

To implement this provision, Treasury is
directed to issue regulations to guide the de-
termination of when management and con-
trol occur primarily in the United States,
looking at whether ‘‘substantially all of the
executive officers and senior management of
the corporation who exercise day-to-day re-
sponsibility for making decisions involving
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strategic, financial, and operational policies
of the corporation are located primarily
within the United States.”

This new section relies on the same prin-
ciples regarding the true location of owner-
ship and control of a company that underlie
the corporate inversion rules adopted in the
American Jobs Creation Act of 2005. Those
inversion rules, however, do not address the
fact that some entities directly incorporate
in foreign countries and manage their busi-
nesses activities from the United States.
Section 103 would level the playing field and
ensure that entities which incorporate di-
rectly in another country are subject to a
similar management and control test. Sec-
tion 103 is also similar in concept to the sub-
stantial presence test in the income tax trea-
ty between the United States and the Neth-
erlands, which looks to the primary place of
management and control to determine cor-
porate residency.

Section 103 would provide an exception for
foreign corporations with U.S. parents. This
exception from the $50 million gross assets
test recognizes that, within a multinational
operation, strategic, financial, and oper-
ational decisions are often made from a glob-
al or regional headquarters location and
then implemented by affiliated foreign cor-
porations. Where such decisions are under-
taken by a parent corporation that is ac-
tively engaged in a U.S. trade or business
and is organized in the United States—and
is, therefore, already a domestic corpora-
tion—the bill generally would not override
existing U.S. taxation of international oper-
ations. At the same time, the exception
makes it clear that the mere existence of a
U.S. parent corporation is not sufficient to
shield a foreign corporation from also being
treated as a domestic corporation under this
section. The section would also create an ex-
ception for private companies that once met
the section’s test for treatment as a domes-
tic corporation but, during a later tax year,
fell below the $50 million gross assets test,
do not expect to exceed that threshold again,
and are granted a waiver by the Treasury
Secretary.

Section 103 contains specific language to
stop the outrageous tax dodging that now
goes on by too many hedge funds and invest-
ment management businesses that structure
themselves to appear to be foreign entities,
even though their key decisionmakers—the
folks who exercise control of the company,
its assets, and investment decisions—live
and work in the United States. It is unac-
ceptable that such companies utilize U.S. of-
fices, personnel, laws, and markets to make
their money, but then stiff Uncle Sam and
offload their tax burden onto competitors
who play by the rules.

To put an end to this charade, Section 103
specifically directs Treasury regulations to
specify that, when investment decisions are
being made in the United States, the man-
agement and control of that corporation
shall be treated as occurring primarily in the
United States, and that corporation shall be
subject to U.S. taxes in the same manner as
any other U.S. corporation.

If enacted into law, Section 103 would put
an end to the unfair situation where some
U.S.-based companies pay their fair share of
taxes, while others who set up a shell cor-
poration in a tax haven are able to defer or
escape taxation, despite the fact that their
foreign status is nothing more than a paper
fiction.

Section 104—Increased Disclosure of Offshore
Accounts and Entities

Offshore tax abuses thrive in secrecy. Sec-
tion 104(a) attempts to pierce that secrecy by
creating two new disclosure mechanisms re-
quiring third parties to report on offshore
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transactions undertaken by U.S. persons.
The first disclosure mechanism focuses on
U.S. financial institutions that open a U.S.
account in the name of an offshore entity,
such as an offshore trust or corporation, and
learn from an anti-money laundering due
diligence review, that a U.S. person is the
beneficial owner behind that offshore entity.
In the Wyly case history examined by the
Subcommittee, for example, three major
U.S. financial institutions opened dozens of
accounts for offshore trusts and corporations
which they knew were associated with the
Wyly family.

Under current anti-money laundering law,
all U.S. financial institutions are supposed
to know who is behind an account opened in
the name of, for example, an offshore shell
corporation or trust. They are supposed to
obtain this information to safeguard the U.S.
financial system against misuse by terror-
ists, money launderers, and other criminals.

Under current tax law, a bank or securities
broker that opens an account for a U.S. per-
son is also required to give the IRS a 1099
form reporting any capital gains or other re-
portable income earned on the account. How-
ever, the bank or securities broker need not
file a 1099 form if the account is owned by a
foreign entity not subject to U.S. tax law.
Problems arise when an account is opened in
the name of an offshore entity that is nomi-
nally not subject to tax, but which the bank
or broker knows, from its anti-money laun-
dering review, is owned or controlled by a
U.S. person who is subject to tax. The U.S.
person should be filing a tax return with the
IRS reporting the income of the ‘‘controlled
foreign corporation.” However, since he or
she knows it is difficult for the IRS to con-
nect an offshore accountholder to a par-
ticular taxpayer, the U.S. person may feel
safe in not reporting that income. That com-
placency might change, however, if the U.S.
person knew that the bank or broker who
opened the account and learned of the con-
nection had a legal obligation to report any
account income to the IRS.

Under current law, the way the regulations
are written and typically interpreted, the
bank or broker can treat an account opened
in the name of a foreign corporation as an
account that is held by an independent enti-
ty that is separate from the U.S. person,
even if it knows that the foreign corporation
is acting merely as a screen to hide the iden-
tity of the U.S. person, who exercises com-
plete authority over the corporation and
benefits from any income earned on the ac-
count. Many banks and brokers contend that
the current regulations impose no duty on
them to file a 1099 or other form disclosing
that type of account to the IRS.

The bill would strengthen current law by
expressly requiring a bank or broker that
knows, as a result of its anti-money laun-
dering due diligence or otherwise that a U.S.
person is the beneficial owner of a foreign
entity that opened an account, to disclose
that account to the IRS by filing a 1099 or
equivalent form reporting the account in-
come. This reporting obligation would not
require banks or brokers to gather any new
information—financial institutions are al-
ready required to perform anti-money laun-
dering due diligence for accounts opened by
offshore shell entities. The bill would instead
require U.S. financial institutions to act on
what they already know by filing the rel-
evant form with the IRS.

This section would require such reports to
the IRS from two sets of financial institu-
tions. The first set are financial institutions
which are located and do business in the
United States. The second set is foreign fi-
nancial institutions which are located and do
business outside of the United States, but
are voluntary participants in either the
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FATCA or Qualified Intermediary Program,
and have agreed to provide information to
the IRS about certain accounts. Under this
section, if a foreign financial institution has
an account under the FATCA or QI Program,
and the accountholder is a non-U.S. entity
that is controlled or beneficially owned by a
U.S. person, then that foreign financial insti-
tution would have to report any reportable
assets or income in that account to the IRS.

The second disclosure mechanism created
by Section 104(a) targets U.S. financial insti-
tutions that open foreign bank accounts for
U.S. clients at non-FATCA institutions,
meaning foreign financial institutions that
have not agreed under FATCA to disclose to
the IRS the accounts they open for U.S. per-
sons. Past Subcommittee investigations
have found that some U.S. financial institu-
tions help their U.S. clients both to form off-
shore entities and to open foreign bank ac-
counts for those entities, so that their cli-
ents do not even need to leave home to set
up an offshore structure. Since non-FATCA
institutions, by definition, have no obliga-
tion to disclose the accounts to U.S. authori-
ties, Section 104(a) would instead impose
that disclosure obligation on the U.S. finan-
cial institution that helped set up the ac-
count for its U.S. client.

Section 104(b) imposes the same penalties
for the failure to report such accounts as
apply to the failure to meet other reporting
obligations of withholding agents.

Section 106—CDS Loophole

Section 105 of the bill targets a tax loop-
hole benefiting credit default swaps, which I
call the CDS loophole.

A CDS in simple terms is a financial bet
about whether a company, a loan, a bond, a
mortgage backed security, or some other fi-
nancial instrument or arrangement will de-
fault or experience some other defined ‘‘cred-
it event” during a specified period of time.
The CDS buyer bets that the default or other
credit event will happen, while the CDS sell-
er bets it won’t. The CDS buyer typically
makes a series of payments to the seller over
a specified period of time in exchange for a
promise that, if a default or other credit
event takes place during the covered period,
the seller will make a bigger payoff to the
buyer. In some cases, CDS buyers and sellers
also agree to make payments to each other
over the course of the covered period as the
CDS rises or falls in value according to
whether a credit event looks more or less
likely.

Five years ago, few people outside of finan-
cial circles had ever heard of a credit default
swap, but we all learned more than we want-
ed to during the financial crisis when CDS
disasters brought down storied financial
firms and almost pushed the U.S. financial
system over the cliff. We found out there is
now a $30 trillion CDS market worldwide,
and that virtually all U.S. financial players
engage in CDS transactions. And credit de-
fault swaps continue to play a role in finan-
cial crises around the world, from Greece to
Ireland to Portugal.

Well it turns out there’s a tax angle which
promotes not only CDS gambling, but also
offshore finagling. That’s because U.S. tax
regulations currently allow CDS payments
that are sent from the United States to
someone offshore to be treated as non-tax-
able, non-U.S. source income. Let me repeat
that. CDS payments sent from the United
States are now deemed non-U.S. source in-
come to the recipient for tax purposes.
That’s because current regs deem the
‘“‘source’” of the CDS payment to be where
the payment ends up—exactly the opposite
of the normal definition of the word
‘‘source.”

Well, you can imagine the use that some
hedge funds that operate here in the United
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States, but are incorporated offshore and
maintain post office boxes and bank ac-
counts in tax havens, may be making of that
tax 1loophole. They can tell their CDS
counterparties to send any CDS payments to
their offshore post box or bank account, tell
Uncle Sam that those payments are legally
considered non-U.S. source income, and bank
the CDS payments as foreign income im-
mune to U.S. tax. Hedge funds are likely far
from alone in sheltering their CDS income
from taxation by sending it offshore. Banks,
securities firms, other financial firms, and a
lot of commercial firms may be doing the
same thing.

Our bill would shut down that offshore
game simply by recognizing reality—that
CDS payments sent from the United States
are U.S. source income subject to taxation.

Section 106—Foreign Subsidiary Deposits
Loophole

Section 106 of the bill would take on an-
other type of offshore trickery, closing what
I call the foreign subsidiary deposits loop-
hole.

Right now, U.S. corporations report hold-
ing substantial funds offshore, in the range
of $1 trillion in accumulated undistributed
earnings. Some of that cash is the result of
legitimate foreign business operations, such
as plants, stores, or restaurant chains lo-
cated in other countries. Some of it is the re-
sult of transfer pricing arrangements that
moved the funds out of the United States
with varying degrees of legitimacy. But re-
gardless of how or why the funds are outside
of the United States, U.S. corporations gen-
erally do not pay taxes on them, invoking
tax code provisions that allow them to defer
taxation of foreign income as long as those
funds are not brought back—repatriated—to
the United States.

But we need to look closer at the corpora-
tions claiming that their funds are offshore.
In some cases, those so-called offshore funds
are apparently being held in U.S. dollars in
U.S. bank and securities accounts located
right here in the United States.

One easy way for that to happen is for a
U.S. corporation to direct its foreign sub-
sidiary to deposit its foreign earnings at a
foreign bank, let’s say in the Cayman Is-
lands, and ask the Cayman bank to convert
any foreign currency into U.S. dollars. The
Cayman bank typically complies by opening
a U.S. dollar account at a U.S. bank. When
one bank opens an account at another bank,
the account is generally referred to as a cor-
respondent account.

So the Cayman bank opens a cor-
respondent account at a U.S. bank, deposits
the funds belonging to the foreign subsidiary
of the U.S. corporation, converts the funds
into U.S. dollars, and perhaps even invests
those dollars in an overnight or money mar-
ket account or certificate of deposit to earn
interest on the money. The U.S. corporation
or its foreign subsidiary could even direct
the Cayman bank to invest the U.S. dollars
in U.S. securities, which the Cayman bank
could do by opening a correspondent account
at a U.S. securities firm, depositing the cor-
porate dollars, and directing those dollars to
be used to buy stocks or bonds. Again, the
correspondent account would be in the name
of the Cayman bank rather than in the name
of the U.S. corporation or its foreign sub-
sidiary, although the funds involved are ben-
eficially owned by the corporate client.

The end result is that the U.S. corpora-
tion’s offshore funds aren’t really offshore at
all. They are sitting in a U.S. bank or securi-
ties firm right here in the United States. The
U.S. corporation is getting the benefit of
using U.S. dollars, the safest currency in the
world. It is also getting the benefit of using
U.S. financial institutions, sending funds
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through U.S. wire transfer networks, and in-
vesting in U.S. financial markets, all with-
out paying a dime of income taxes.

Our bill would put an end to the fiction
that corporate funds deposited in U.S. finan-
cial accounts somehow still qualify as off-
shore funds that have not been repatriated
to the United States. Instead, the bill would
recognize the reality that the funds are in
the United States and are no longer immune
to taxation. It would do so by treating any
funds that have been deposited by or on be-
half of a foreign subsidiary in an account
physically located in the United States as a
taxable distribution by that foreign sub-
sidiary to its U.S. parent.

If U.S. corporations want to defer U.S. tax-
ation on their foreign income by keeping
that income offshore, then they should have
to actually keep those funds outside of the
United States. If they bring that income
here to the United States to seek the protec-
tions and benefits of having it deposited in
U.S. currency at U.S. financial institutions,
then those deposits should be treated as re-
patriated and subject to the same taxes that
other domestic corporations pay.

Section 201—Country-by-Country Reporting

Section 201 of the bill would tackle the
problem of offshore secrecy that currently
surrounds most multinational corporations
by requiring them to provide basic informa-
tion on a country-by-country basis to the in-
vesting public and government authorities.

Many multinationals today are complex
businesses with sprawling operations that
cross multiple international boundaries. In
many cases, no one outside of the corpora-
tions themselves knows much about what a
particular corporation is doing on a per
country basis or how its country-specific ac-
tivities fit into the corporation’s overall per-
formance, planning, and operations.

The lack of country-specific information
deprives investors of key data to analyze a
multinational’s financial health, exposure to
individual countries’ problems, and world-
wide operations. There is also a lack of infor-
mation to evaluate tax revenues on a coun-
try-specific basis to combat tax evasion, fi-
nancial fraud, and corruption by government
officials.

The lack of country-specific information
also impedes efficient tax administration,
leaving tax authorities unable to effectively
analyze transfer pricing arrangements, for-
eign tax credits, business arrangements that
attempt to play one country off another to
avoid taxation, and illicit tactics to move
profits to tax havens.

The bill would assist investors and tax ad-
ministrators by requiring corporations that
are registered with the Securities and Ex-
change Commission to provide basic infor-
mation concerning their operations on a
country-by-country basis. This basic infor-
mation would be the approximate number of
their employees per country, total amount of
sales and purchases involving related and
third parties, total amount of financing ar-
rangements with related and third parties;
and the total amount of tax obligations and
actual tax payments made on a per country
basis. This information would have to be fur-
nished to the SEC as part of the corpora-
tion’s existing SEC filings.

The bill requires disclosure of basic data
that most multinational corporations would
already have. The data wouldn’t be burden-
some to collect; it’s just information that
isn’t routinely released by many multi-
nationals. It’s time to end the secrecy that
now enables too many multinationals to run
circles around tax administrators.

In the case of the United States, the value
of country-by-country data becomes appar-
ent after reading a recent article by Pro-
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fessor Kimberly Clausing who estimated
that, in 2008 alone, ‘‘the income shifting of
multinational firms reduced U.S. govern-
ment corporate tax revenue by about $90 bil-
lion,” which was ‘‘approximately 30 percent
of corporate tax revenues.” Think about
that. Incoming shifting—in which multi-
nationals use various tactics to shift income
to tax havens to escape U.S. taxes—is re-
sponsible for $90 billion in unpaid taxes in a
single year. Over ten years, that translates
into $900 billion—nearly a trillion dollars. It
is unacceptable to allow that magnitude of
nonpayment of corporate taxes to continue
year after year in light of the mounting defi-
cits facing this country.

IRS data shows that the overall share of
federal taxes paid by U.S. corporations has
fallen dramatically, from 32% in 1952, to
about 9% in 2009, the last year in which data
is available. A 2008 report by the Govern-
ment Accountability Office found that, over
an eight-year period, about 1.2 million U.S.
controlled corporations, or 67% of the cor-
porate tax returns filed, paid no federal cor-
porate income tax at all, despite total gross
receipts of $2.1 trillion. At the same time
corporations are dodging payment of U.S.
taxes, corporate misconduct is continuing to
drain the U.S. treasury of billions upon bil-
lions of taxpayer dollars to combat mortgage
fraud, oil spills, bank bailouts, and more.

Corporate nonpayment of tax involves a
host of issues, but transfer pricing and off-
shore tax dodging by multinationals is a big
part of the problem. Section 201 of the bill
would take the necessary first step to stop
multinational corporations from continuing
to dodge payment of U.S. taxes through off-
shore trickery by requiring them to disclose
basic corporate data on a country-by-coun-
try basis.

Section 202—$1 Million Penalty for Hiding
Offshore Stock Holdings

In addition to tax abuses, the 2006 Sub-
committee investigation into the Wyly case
history uncovered a host of troubling trans-
actions involving U.S. securities held by the
58 offshore trusts and corporations associ-
ated with the two Wyly brothers. Over the
course of a number of years, the Wylys had
obtained about $190 million in stock options
as compensation from three U.S. publicly
traded corporations at which they were di-
rectors and major shareholders. Over time,
the Wylys transferred these stock options to
the network of offshore entities they had es-
tablished.

The investigation found that, for years,
the Wylys had generally failed to report the
offshore entities’ stock holdings or trans-
actions in their filings with the Securities
and Exchange Commission (SEC). They did
not report these stock holdings on the
ground that the 58 offshore trusts and cor-
porations functioned as independent entities,
even though the Wylys continued to direct
the entities’ investment activities. The pub-
lic companies where the Wylys were cor-
porate insiders also failed to include in their
SEC filings information about the company
shares held by the offshore entities, even
though the companies knew of their close re-
lationship to the Wylys, that the Wylys had
provided the offshore entities with signifi-
cant stock options, and that the offshore en-
tities held large blocks of the company
stock. On other occasions, the public compa-
nies and various financial institutions failed
to treat the shares held by the offshore enti-
ties as affiliated stock, even though they
were aware of the offshore entities’ close as-
sociation with the Wylys. The investigation
found that, because both the Wylys and the
public companies had failed to disclose the
holdings of the offshore entities, for 13 years
federal regulators had been unaware of those
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stock holdings and the relationships between
the offshore entities and the Wyly brothers.

Corporate insiders and public companies
are already obligated by current law to dis-
close stock holdings and transactions of off-
shore entities affiliated with a company di-
rector, officer, or major shareholder. In fact,
in 2010, the SEC filed a civil complaint
against the Wylys in connection with their
hidden offshore holdings and alleged insider
trading. Current penalties, however, appear
insufficient to ensure compliance in light of
the low likelihood that U.S. authorities will
learn of transactions that take place in an
offshore jurisdiction. To address this prob-
lem, Section 202 of the bill would establish a
new monetary penalty of up to $1 million for
persons who knowingly fail to disclose off-
shore stock holdings and transactions in vio-
lation of U.S. securities laws.

Sections 203 and 204—Anti-Money Laun-
dering Programs

The Subcommittee’s 2006 investigation
showed that the Wyly brothers used two
hedge funds and a private equity fund con-
trolled by them to funnel millions of untaxed
offshore dollars into U.S. investments. Other
Subcommittee investigations provide exten-
sive evidence of the role played by U.S. for-
mation agents in assisting U.S. persons to
set up offshore structures as well as U.S.
shell companies later used in illicit activi-
ties, including money laundering, terrorism,
tax evasion, and other misconduct. Because
hedge funds, private equity funds, and forma-
tion agents are as vulnerable as other finan-
cial institutions to money launderers seek-
ing entry into the U.S. financial system, the
bill contains two provisions aimed at ensur-
ing that these groups know their clients and
do not accept or transmit suspect funds into
the U.S. financial system.

Currently, many unregistered investment
companies, such as hedge funds and private
equity funds, transmit substantial offshore
funds into the United States, yet are not re-
quired by law to have anti-money laundering
programs, including Know-Your-Customer
due diligence procedures and procedures to
file suspicious activity reports. There is no
reason why this sector of our financial serv-
ices industry should continue to serve as a
gateway into the U.S. financial system for
substantial funds that could be connected to
tax evasion, terrorist financing, money laun-
dering, or other misconduct.

Nine years ago, in 2002, the Treasury De-
partment proposed anti-money laundering
regulations for these companies, but never
finalized them. In 2008, the Department with-
drew them with no explanation. Section 203
of the bill would require Treasury to issue
final anti-money laundering regulations for
unregistered investment companies within
180 days of the enactment of the bill. Treas-
ury would be free to draw upon its 2002 pro-
posal, but the bill would also require the
final regulations to direct hedge funds and
private equity funds to exercise due dili-
gence before accepting offshore funds and to
comply with the same procedures as other fi-
nancial institutions if asked by federal regu-
lators to produce records kept offshore.

In addition, Section 204 of the bill would
add formation agents to the list of persons
with anti-money laundering obligations. For
the first time, those engaged in the business
of forming corporations and other entities,
both offshore and in the 50 States, would be
responsible for knowing who their clients
were and avoiding suspect funds. The bill
also directs Treasury to develop anti-money
laundering regulations for this group. Treas-
ury’s key anti-money laundering agency, the
Financial Crimes Enforcement Network, tes-
tified before the Subcommittee in 2006, that
it was considering drafting such regulations
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but five years later has yet to do so. Section
204 also creates an exemption for govern-
ment personnel and for attorneys who use
paid formation agents when forming entities
for their clients. Since paid formation agents
would already be subject to anti-money laun-
dering obligations under the bill, there
would be no reason to simultaneously sub-
ject attorneys using their services to the
same anti-money laundering requirements.
We expect and intend that, as in the case
of all other entities required to institute
anti-money laundering programs, the regula-
tions issued in response to this bill would in-
struct hedge funds, private equity funds, and
formation agents to adopt risk-based proce-
dures that would concentrate their due dili-
gence efforts on clients that pose the highest
risk of money laundering.
Section 205—IRS John Doe Summons

Section 205 of the bill focuses on an impor-
tant tool used by the IRS in recent years to
uncover taxpayers involved in offshore tax
schemes, known as John Doe summons. Sec-
tion 205 would make three technical changes
to make the use of John Doe summons more
effective in offshore and other complex in-
vestigations.

A John Doe summons is an administrative
IRS summons used to request information in
cases where the identity of a taxpayer is un-
known. In cases involving a known taxpayer,
the IRS may issue a summons to a third
party to obtain information about the U.S.
taxpayer, but must also notify the taxpayer
who then has 20 days to petition a court to
quash the summons to the third party. With
a John Doe summons, however, IRS does not
have the taxpayer’s name and does not know
where to send the taxpayer notice, so the
statute substitutes a procedure in which the
IRS must instead apply to a court for ad-
vance permission to serve the summons on
the third party. To obtain approval of the
summons, the IRS must show the court, in
public filings to be resolved in open court,
that: (1) the summons relates to a particular
person or ascertainable class of persons, (2)
there is a reasonable basis for concluding
that there is a tax compliance issue involv-
ing that person or class of persons, and (3)
the information sought is not readily avail-
able from other sources.

In recent years, the IRS has used John Doe
summonses to try to obtain information
about taxpayers operating in offshore se-
crecy jurisdictions. For example, the IRS ob-
tained court approval to serve a John Doe
summons on a Swiss bank, UBS AG, to ob-
tain the names of tens of thousands of U.S.
clients who opened UBS accounts in Switzer-
land without disclosing those accounts to
the IRS. This landmark effort to overcome
Swiss secrecy laws not only led to the bank’s
turning over thousands of U.S. client names
to the United States, but also to abandon the
country’s longtime stance of using its se-
crecy rules to protect U.S. tax evaders. In
earlier years, the IRS obtained court ap-
proval to issue John Doe summonses to cred-
it card associations, credit card processors,
and credit card merchants, to collect infor-
mation about taxpayers using credit cards
issued by offshore banks. This information
led to many successful cases in which the
IRS identified funds hidden offshore and re-
covered unpaid taxes.

Currently, however, use of the John Doe
summons process is time consuming and ex-
pensive. For each John Doe summons involv-
ing an offshore secrecy jurisdiction, the IRS
has had to establish in court that the in-
volvement of accounts and transactions in
offshore secrecy jurisdictions meant there
was a significant likelihood of tax compli-
ance problems. To relieve the IRS of the
need to make this same proof over and over
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in court after court, the bill would provide
that, in any John Doe summons proceeding
involving a class defined in terms of a cor-
respondent or payable through account at a
non-FATCA institution, the court may pre-
sume that the case raises tax compliance
issues. This presumption would then elimi-
nate the need for the IRS to repeatedly es-
tablish in court the obvious fact that ac-
counts at non-FATCA institutions raise tax
compliance issues.

Finally, the bill would streamline the John
Doe summons approval process in large
‘“‘project’” investigations where the IRS an-
ticipates issuing multiple summonses to de-
finable classes of third parties, such as banks
or credit card associations, to obtain infor-
mation related to particular taxpayers.
Right now, for each summons issued in con-
nection with a project, the IRS has to obtain
the approval of a court, often having to re-
peatedly establish the same facts before mul-
tiple judges in multiple courts. This repet-
itive exercise wastes IRS, Justice Depart-
ment, and court resources, and fragments
oversight of the overall IRS investigative ef-
fort.

To streamline this process and strengthen
court oversight of IRS use of John Doe sum-
mons, the bill would authorize the IRS to
present an investigative project, as a whole,
to a single judge to obtain approval for
issuing multiple summonses related to that
project. In such cases, the court would retain
jurisdiction over the case after approval is
granted, to exercise ongoing oversight of IRS
issuance of summonses under the project. To
further strengthen court oversight, the IRS
would be required to file a publicly available
report with the court on at least an annual
basis describing the summonses issued under
the project. The court would retain author-
ity to restrict the use of further summonses
at any point during the project. To evaluate
the effectiveness of this approach, the bill
would also direct the Government Account-
ability Office to report on the use of the pro-
vision after five years.

Section 206—FBAR Investigations and Sus-
picious Activity Reports

Section 206 of the bill would make several
amendments to strengthen the ability of the
IRS to enforce the Foreign Bank Account
Report (FBAR) requirements and clarify the
right of access by IRS civil enforcement au-
thorities to Suspicious Activity Reports.

Under present law, a person controlling a
foreign financial account with over $10,000 is
required to check a box on his or her income
tax return and, under Title 31, also file an
FBAR form with the IRS. Treasury has dele-
gated to the IRS responsibility for inves-
tigating FBAR violations and assessing
FBAR penalties. Because the FBAR enforce-
ment jurisdiction derives from Title 31, how-
ever, the IRS has set up a complex process
for when its personnel may use tax return in-
formation when acting in its role as FBAR
enforcer. The tax disclosure law, in Section
6103(b)(4) of the tax code, permits the use of
tax information only for the administration
of the internal revenue laws or ‘‘related stat-
utes.” To implement this statutory require-
ment, the IRS currently requires its per-
sonnel to determine, at a managerial level
and on a case by case basis, that the Title 31
FBAR law is a ‘‘related statute.” Not only
does this necessitate a repetitive determina-
tion in every FBAR case before an IRS agent
can look at the potential non-filer’s income
tax return to determine if filer checked the
FBAR box, but it also prevents the IRS from
comparing FBAR filing records to bulk data
on foreign accounts received from tax treaty
partners to find non-filers.

One of the stated purposes for the FBAR
filing requirement is that such reports ‘‘have
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a high degree of usefulnessin. . . tax . . . in-
vestigations or proceedings.”” 31 U.S.C. 5311.
If one of the reasons for requiring taxpayers
to file FBARs is to use the information for
tax purposes, and if the IRS has been
charged with FBAR enforcement because of
the FBARS’ close connection to tax adminis-
tration, common sense dictates that the
FBAR statute should be viewed as a ‘“‘related
statute’ as for tax disclosure purposes. Sec-
tion 206(a) of the bill would make that clear
by adding a provision to Section 6103(b) of
the tax code deeming FBAR-related statutes
to be ‘‘related statutes,” thereby allowing
IRS personnel to make routine use of tax re-
turn information when working on FBAR
matters.

The second change that would be made by
Section 206 is an amendment to simplify the
calculation of FBAR penalties. Currently the
penalty is determined in part by the balance
in the foreign bank account at the time of
the ‘‘violation.” The violation has been in-
terpreted to have occurred on the due date of
the FBAR return, which is June 30 of the
year following the year to which the report
relates. The statute’s use of this specific
June 30th date can lead to strange results if
money is withdrawn from the foreign ac-
count after the reporting period closed but
before the return due date. To eliminate this
unintended problem, Section 206(b) of the
bill would instead calculate the penalty
using the highest balance in the account dur-
ing the covered reporting period.

The third part of section 206 relates to Sus-
picious Activity Reports or SARs, which fi-
nancial institutions are required to file with
the Financial Crimes Enforcement Center
(FinCEN) of the Treasury Department when
they encounter suspicious transactions.
FinCEN is required to share this information
with law enforcement, but currently does
not permit IRS civil investigators access to
the information, even though IRS civil in-
vestigators are federal law enforcement offi-
cials. Sharing SAR information with civil
IRS investigators would likely prove very
useful in tax investigations and would not
increase the risk of disclosure of SAR infor-
mation, since IRS civil personnel operate
under the same tough disclosure rules as IRS
criminal investigators. In some cases, IRS
civil agents are now issuing an IRS summons
to a financial institution to get access, for a
production fee, to the very same information
the financial institution has already filed
with Treasury in a SAR. Section 206(c) of the
bill would end that inefficient and costly
practice by making it clear that ‘‘law en-
forcement’ includes civil tax law enforce-
ment.

Title IIT on Abusive Tax Shelters

Until now, I've been talking about what
the bill would do to combat offshore tax
abuses. Now I want to turn to the final title
of the bill which offers measures to do com-
bat abusive tax shelters and their promoters
who use both domestic and offshore means to
achieve their ends.

Abusive tax shelters are complicated
transactions promoted to provide tax bene-
fits unintended by the tax code. They are
very different from legitimate tax shelters,
such as deducting the interest paid on a
home mortgage or Congressionally approved
tax deductions for building affordable hous-
ing. Some abusive tax shelters involve com-
plicated domestic transactions; others make
use of offshore shenanigans. All abusive tax
shelters are marked by one characteristic:
there is no real economic or business ration-
ale other than tax avoidance. As Judge
Learned Hand wrote in Gregory v. Helvering,
they are ‘‘entered upon for no other motive
but to escape taxation.”

Abusive tax shelters are usually tough to
prosecute. Crimes such as terrorism and
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murder produce instant recognition of the
immorality involved. Abusive tax shelters,
by contrast, are often ‘“‘MEGOs,” meaning
“My Eyes Glaze Over.”” Those who cook up
these concoctions count on their complexity
to escape scrutiny and public ire. But regard-
less of how complicated or eye-glazing, the
hawking of abusive tax shelters by tax pro-
fessionals like accountants, bankers, invest-
ment advisers, and lawyers to thousands of
people like late-night, cut-rate T.V. bargains
is scandalous, and we need to stop it.

My Subcommittee has spent years exam-
ining the design, sale, and implementation of
abusive tax shelters. Our first hearing on
this topic in recent years was held in Janu-
ary 2002, when the Subcommittee examined
an abusive tax shelter purchased by Enron.
In November 2003, the Subcommittee held
two days of hearings and released a staff re-
port that pulled back the curtain on how
even some respected accounting firms,
banks, investment advisors, and law firms
had become engines pushing the design and
sale of abusive tax shelters to corporations
and individuals across this country. In Feb-
ruary 2005, the Subcommittee issued a bipar-
tisan report that provided further details on
the role these professional firms played in
the proliferation of these abusive shelters.
Our Subcommittee report was endorsed by
the full Committee on Homeland Security
and Governmental Affairs in April 2005.

In 2006, the Subcommittee released a re-
port and held a hearing showing how finan-
cial and legal professionals designed and sold
an abusive tax shelter known as the POINT
Strategy, which depended upon secrecy laws
and practices in the Isle of Man to conceal
the phony nature of securities trades that
lay at the center of this tax shelter trans-
action. In 2008, the Subcommittee released a
staff report and held a hearing on how finan-
cial firms have designed and sold so-called
dividend enhancement transactions to help
offshore hedge funds and others escape pay-
ment of U.S. taxes on U.S. stock dividends.

The Subcommittee investigations have
found that many abusive tax shelters are not
dreamed up by the taxpayers who use them.
Instead, they are devised by tax profes-
sionals who then sell the tax shelter to cli-
ents for a fee. In fact, over the years we’ve
found U.S. tax advisors cooking up one com-
plex scheme after another, packaging them
up as generic ‘‘tax products’” with boiler-
plate legal and tax opinion letters, and then
undertaking elaborate marketing schemes to
peddle these products to literally thousands
of persons across the country. In return,
these tax shelter promoters were getting
hundreds of millions of dollars in fees, while
diverting billions of dollars in tax revenues
from the U.S. Treasury each year.

For example, one shelter investigated by
the Subcommittee and featured in the 2003
hearings became part of an IRS settlement
effort involving a set of abusive tax shelters
known as ‘‘Son of Boss.” Following our hear-
ing, more than 1,200 taxpayers admitted
wrongdoing and agreed to pay back taxes, in-
terest and penalties totaling more than $3.7
billion. That’s billions of dollars the IRS col-
lected on just one type of tax shelter, dem-
onstrating both the depth of the problem and
the potential for progress. The POINT shel-
ter featured in our 2006 hearing involved an-
other $300 million in tax loss on transactions
conducted by just six taxpayers. The offshore
dividend tax scams we examined in 2008
meant additional billions of dollars in un-
paid taxes over a ten year period.

Title III of the bill contains a number of
measures to curb abusive tax shelters. It
would strengthen the penalties imposed on
those who aid or abet tax evasion. Several
provisions would deter bank participation in
abusive tax shelter activities by requiring
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regulators to develop new examination pro-
cedures to detect and stop such activities.
Others would end outdated communication
barriers between the IRS and other federal
enforcement agencies such as the SEC, bank
regulators, and the Public Company Ac-
counting Oversight Board, to allow the ex-
change of information relating to tax eva-
sion cases. The bill also provides for in-
creased disclosure of tax shelter information
to Congress. In addition, the bill would sim-
plify and clarify an existing prohibition on
the payment of fees linked to tax benefits;
and authorize Treasury to issue tougher
standards for tax shelter opinion letters.

Let me be more specific about these key
provisions to curb abusive tax shelters.
Sections 301 and 302—Strengthening Tax

Shelter Penalties

Sections 301 and 302 of the bill would
strengthen two very important penalties
that the IRS can use in its fight against the
professionals who make complex abusive
shelters possible. When we started inves-
tigating abusive tax shelters, the penalty for
promoting these scams, as set forth in Sec-
tion 6700 of the tax code, was the lesser of
$1,000 or 100 percent of the promoter’s gross
income derived from the prohibited activity.
That meant in most cases the maximum fine
was just $1,000.

We’ve investigated abusive tax shelters
that sold for $100,000 or $250,000 apiece, and
some that sold for as much as $5 million
apiece. We also saw instances in which the
same cookie-cutter tax opinion letter was
sold to 100 or even 200 clients. Given the huge
profits, the $1,000 fine was laughable.

The Senate acknowledged that in 2004,
when it adopted the Levin-Coleman amend-
ment to the JOBS Act, S. 1637, raising the
Section 6700 penalty on abusive tax shelter
promoters to 100 percent of the fees earned
by the promoter from the abusive shelter. A
100 percent penalty would have ensured that
the abusive tax shelter hucksters would not
get to keep a single penny of their ill-gotten
gains. That figure, however, was cut in half
during the conference on the JOBS Act, with
the result being that the current Section
6700 penalty can now reach, but not exceed,
50 percent of the fees earned by a promoter
of an abusive tax shelter.

While a 50 percent penalty is an obvious
improvement over $1,000, this penalty still is
inadequate and makes no sense. Why should
anyone who pushes an illegal tax shelter
that robs our Treasury of needed revenues
get to keep half of their ill-gotten gains?
What deterrent effect is created by a penalty
that allows promoters to keep half of their
fees if caught, and all of their fees if they are
not caught?

Effective penalties should make sure that
the peddler of an abusive tax shelter is de-
prived of every penny of profit earned from
selling or implementing the shelter and then
is fined on top of that. Section 301 of this bill
would do just that by increasing the penalty
on tax shelter promoters to an amount equal
to up to 150 percent of the promoters’ gross
income from the prohibited activity.

Section 302 of the bill would address a sec-
ond weak tax code penalty which currently
is supposed to deter and punish those who
knowingly help taxpayers understate their
taxes to the IRS. Aside from tax shelter
‘‘promoters,” there are many other types of
professional firms that aid and abet tax eva-
sion by helping taxpayers carry out abusive
tax schemes. For example, law firms are
often asked to write ‘‘opinion letters” to
help taxpayers head off IRS inquiries and
fines that might otherwise apply to their use
of an abusive shelter. Currently, under Sec-
tion 6701 of the tax code, these aiders and
abettors face a maximum penalty of only
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$1,000, or $10,000 if the offender is a corpora-
tion. When law firms are getting $50,000 for
issuing cookie-cutter opinion letters, a $1,000
fine provides no deterrent effect whatsoever.
A $1,000 fine is like getting a jaywalking
ticket for robbing a bank.

Section 302 of the bill would strengthen
Section 6701 of the tax code by subjecting
aiders and abettors to a maximum fine of up
to 150 percent of the aider and abettor’s gross
income from the prohibited activity. This
penalty would apply to all aiders and abet-
tors, not just tax return preparers.

Again, the Senate has recognized the need
to toughen this critical penalty. In the 2004
JOBS Act, Senator Coleman and I success-
fully increased this fine to 100 percent of the
gross income derived from the prohibited ac-
tivity. Unfortunately, the conference report
completely omitted this change, allowing
many aiders and abettors to continue to
profit without penalty from their wrong-
doing.

If further justification for toughening
these penalties is needed, one document un-
covered by our investigation shows the cold
calculation engaged in by a tax advisor fac-
ing low fines. A senior tax professional at ac-
counting giant KPMG compared possible tax
shelter fees with possible tax shelter pen-
alties if the firm were caught promoting an
illegal tax shelter. This senior tax profes-
sional wrote to his colleagues the following:
“[OJur average deal would result in KPMG
fees of $360,000 with a maximum penalty ex-
posure of only $31,000.> He then rec-
ommended the obvious: going forward with
sales of the abusive tax shelter on a cost-
benefit basis.

Section 303—Fees Contingent upon Obtaining
Tax Benefits

Another finding of the Subcommittee in-
vestigations is that some tax practitioners
are circumventing current state and federal
constraints on charging tax service fees that
are dependent on the amount of promised tax
benefits. Traditionally, accounting firms
charged flat fees or hourly fees for their tax
services. In the 1990s, however, they began
charging ‘‘value added’ fees based on, in the
words of one accounting firm’s manual, ‘‘the
value of the services provided, as opposed to
the time required to perform the services.”
In addition, some firms began charging ‘‘con-
tingent fees’ that were calculated according
to the size of the paper ‘‘loss’ that could be
produced for a client and used to offset the
client’s taxable income—the greater the so-
called loss, the greater the fee.

In response, many states prohibited ac-
counting firms from charging contingent
fees for tax work to avoid creating incen-
tives for these firms to devise ways to shel-
ter substantial sums. The SEC and the
American Institute of Certified Public Ac-
countants also issued rules restricting con-
tingent fees, allowing them in only limited
circumstances. The Public Company Ac-
counting Oversight Board issued a similar
rule prohibiting public accounting firms
from charging contingent fees for tax serv-
ices provided to the public companies they
audit. Each of these federal, state, and pro-
fessional ethics rules seeks to limit the use
of contingent fees under certain, limited cir-
cumstances.

The Subcommittee investigation found
several instances of tax shelter fees that
were linked to the amount of a taxpayer’s
projected paper losses which could be used to
shelter income from taxation. For example,
in four tax shelters examined by the Sub-
committee in 2003, documents showed that
the fees were equal to a percentage of the
paper loss to be generated by the trans-
action. In one case, the fees were typically
set at 7 percent of the transaction’s gen-
erated ‘‘tax loss’ that clients could use to
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reduce other taxable income. In another, the
fee was only 3.5 percent of the loss, but the
losses were large enough to generate a fee of
over $563 million on a single transaction. In
other words, the greater the loss that could
be concocted for the taxpayer or ‘‘investor,”
the greater the profit for the tax promoter.
Think about that—greater the loss, the
greater the fee. How’s that for turning cap-
italism on its head?

In addition, evidence indicated that, in at
least one instance, a tax advisor was willing
to deliberately manipulate the way it han-
dled certain tax products to circumvent con-
tingent fee prohibitions. An internal docu-
ment at an accounting firm related to a spe-
cific tax shelter, for example, identified the
states that prohibited contingent fees. Then,
rather than prohibit the tax shelter trans-
actions in those states or require an alter-
native fee structure, the memorandum di-
rected the firm’s tax professionals to make
sure the engagement letter was signed, the
engagement was managed, and the bulk of
services was performed ‘‘in a jurisdiction
that does not prohibit contingency fees.”

Right now, the prohibitions on contingent
fees are complex and must be evaluated in
the context of a patchwork of federal, state,
and professional ethics rules. Section 303 of
the bill would establish a single enforceable
rule, applicable nationwide, that would pro-
hibit tax practitioners from charging fees
calculated according to a projected or actual
amount of tax savings or paper losses.
Section 304—Deterring Participation in Abu-

sive Tax Shelter Activities

Section 304 of the bill targets financial in-
stitutions that offer financing or securities
transactions to advance abusive tax shelters
disguised as investment opportunities. Tax
shelter schemes lack the economic risks and
rewards associated with true investments.
But to make these phony transactions look
legitimate, some abusive tax shelters make
use of significant amounts of money in low
risk schemes mischaracterized as real in-
vestments. The financing or securities trans-
actions called for by these schemes are often
supplied by a bank, securities firm, or other
financial institution and used to generate
paper losses that the taxpayer can then use
to shelter income from taxation.

Currently the tax code prohibits financial
institutions from providing products or serv-
ices that aid or abet tax evasion or that pro-
mote or implement abusive tax shelters. The
agencies that oversee these financial institu-
tions on a daily basis, however, are experts
in banking and securities law and generally
lack the expertise to spot abusive tax shelter
activity. Section 304 would crack down on fi-
nancial institutions’ illegal tax shelter ac-
tivities by requiring federal bank regulators
and the SEC to work with the IRS to develop
examination techniques to detect such abu-
sive activities and put an end to them.

These examination techniques are in-
tended to be part of routine regulatory ex-
aminations, with regulators reporting sus-
pect activity or potential violations to the
IRS. The agencies would also be required to
prepare a joint report to Congress in 2013 on
preventing the participation of financial in-
stitutions in tax evasion or tax shelter ac-
tivities.

Section 305—Ending Communication Bar-
riers between Enforcement Agencies

During hearings before the Permanent
Subcommittee on Investigations on tax shel-
ters in November 2003, IRS Commissioner
Mark Everson testified that his agency was
barred by Section 6103 of the tax code from
communicating information to other federal
agencies that would assist those agencies in
their law enforcement duties. He pointed out
that the IRS was barred from providing tax
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return information to the SEC, federal bank
regulators, and the Public Company Ac-
counting Oversight Board (PCAOB)—even,
for example, when that information might
assist the SEC in evaluating whether an abu-
sive tax shelter resulted in deceptive ac-
counting in a public company’s financial
statements, might help the Federal Reserve
determine whether a bank selling tax prod-
ucts to its clients had violated the law
against promoting abusive tax shelters, or
help the PCAOB judge whether an account-
ing firm had impaired its independence by
selling tax shelters to its audit clients.

Another example demonstrates how harm-
ful these information barriers are to legiti-
mate law enforcement efforts. In 2004, the
IRS offered a settlement initiative to compa-
nies and corporate executives who partici-
pated in an abusive tax shelter involving the
transfer of stock options to family-con-
trolled entities. Over a hundred corporations
and executives responded with admissions of
wrongdoing. In addition to tax violations,
their misconduct may be linked to securities
law violations and improprieties by cor-
porate auditors or banks, but the IRS told
the Subcommittee that it was barred by law
from sharing the names of the wrongdoers
with the SEC, banking regulators, or
PCAOB. The same is true for the offshore
dividend tax shelters exposed in the Sub-
committee’s 2008 hearing. The IRS knows
who the offending banks and investment
firms are that designed and sold questionable
dividend enhancement transactions to off-
shore hedge funds and others, but it is barred
by Section 6103 of the tax code from pro-
viding detailed information or documents to
the SEC or banking regulators who oversee
the relevant financial institutions.

These communication barriers are out-
dated, inefficient, and ill-suited to stopping
the tax schemes now affecting public compa-
nies, banks, investment firms, and account-
ing firms. To address this problem, Section
305 of this bill would authorize the Treasury
Secretary, with appropriate privacy safe-
guards, to disclose to the SEC, federal bank-
ing agencies, and the PCAOB, upon request,
tax return information related to abusive
tax shelters, inappropriate tax avoidance, or
tax evasion. The agencies could then use this
information only for law enforcement pur-
poses, such as preventing accounting firms,
investment firms, or banks from promoting
abusive tax shelters, or detecting accounting
fraud in the financial statements of public
companies.

Section 306—Increased Disclosure of Tax
Shelter Information to Congress

The bill would also provide for increased
disclosure of tax shelter information to Con-
gress. Section 306 would make it clear that
companies providing tax return preparation
services to taxpayers cannot refuse to com-
ply with a Congressional document subpoena
by citing Section 7216, which prohibits tax
return preparers from disclosing taxpayer in-
formation to third parties. Several account-
ing and law firms raised this claim in re-
sponse to document subpoenas issued by the
Permanent Subcommittee on Investigations,
contending they were barred by the non-
disclosure provision in Section 7216 from pro-
ducing documents related to the sale of abu-
sive tax shelters to clients.

The accounting and law firms maintained
this position despite an analysis provided by
the Senate legal counsel showing that the
nondisclosure provision was never intended
to create a privilege or to override a Senate
subpoena, as demonstrated in federal regula-
tions interpreting the provision. This bill
would codify the existing regulations inter-
preting Section 7216 and make it clear that
Congressional document subpoenas must be
honored.
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Section 306 would also ensure Congress has
access to information about decisions by
Treasury related to an organization’s tax ex-
empt status. A 2003 decision by the D.C. Cir-
cuit Court of Appeals, Tax Analysts v. IRS,
struck down certain IRS regulations and
held that the IRS must disclose letters deny-
ing or revoking an organization’s tax exempt
status. Despite this court decision, the IRS
has been reluctant to disclose such informa-
tion, not only to the public, but also to Con-
gress, including in response to requests by
the Subcommittee.

For example, in 2005, the IRS revoked the
tax exempt status of four credit counseling
firms, and, despite the Tax Analysts case,
claimed that it could not disclose to the Sub-
committee the names of the four firms or the
reasons for revoking their tax exemption.
Section 306 would make it clear that, upon
receipt of a request from a Congressional
committee or subcommittee, the IRS must
disclose documents, other than a tax return,
related to the agency’s determination to
grant, deny, revoke or restore an organiza-
tion’s exemption from taxation.

Section 307—Tax Shelter Opinion Letters

The final provision in the bill would ad-
dress issues related to opinion letters issued
by law firms and others in support of com-
plex tax schemes. The Treasury Department
has already issued a set of standards for tax
practitioners who provide opinion letters on
the tax implications of potential tax shelters
under Circular 230. Section 308 of the bill
would not only provide the express statutory
authority which is currently lacking for
these standards, but also strengthen them.

The public has traditionally relied on tax
opinion letters to obtain informed and trust-
worthy advice about whether a tax-moti-
vated transaction meets the requirements of
the law. The Permanent Subcommittee on
Investigations has found that, in too many
cases, tax opinion letters no longer contain
disinterested and reliable tax advice, even
when issued by supposedly reputable ac-
counting or law firms. Instead, some tax
opinion letters have become marketing tools
used by tax shelter promoters and their al-
lies to sell clients on their latest tax prod-
ucts. In many of these cases, financial inter-
ests and biases were concealed, unreasonable
factual assumptions were used to justify du-
bious legal conclusions, and taxpayers were
misled about the risk that the proposed
transaction would later be designated an il-
legal tax shelter. Reforms are essential to
address these abuses and restore the integ-
rity of tax opinion letters.

The Circular 230 standards should be
strengthened by addressing a wider spectrum
of tax shelter opinion letter problems, in-
cluding preventing concealed collaboration
among supposedly independent letter writ-
ers; avoiding conflicts of interest that would
impair auditor independence; ensuring ap-
propriate fee charges; preventing practi-
tioners and firms from aiding and abetting
the understatement of tax liability by cli-
ents; and banning the promotion of poten-
tially abusive tax shelters. By authorizing
Treasury to address each of these areas, a
beefed-up Circular 230 could help reduce the
ongoing abusive practices related to tax
shelter opinion letters.

Conclusion. Tax evasion eats at the fabric
of society, not only by widening deficits and
starving health care, education, and other
needed government services of resources, but
also by undermining public trust—making
honest folks feel like they are being taken
advantage of when they pay their fair share.
While the eyes of some people may glaze
over when tax havens and tax shelters are
discussed, unscrupulous taxpayers and tax
professionals see illicit dollar signs. Our
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commitment to crack down on their abuses
must be as strong as their determination to
get away with ripping off Uncle Sam and
honest American taxpayers.

We can fight back against offshore tax
abuses and abusive tax shelters if we sum-
mon the political will. The Stop Tax Haven
Abuse Act, which is the product of years of
work, offers the tools needed to tear down
tax haven secrecy walls in favour of trans-
parency, cooperation, and tax compliance. I
urge my colleagues to include its provisions
in any deficit reduction or budget package
this year or, if not, to adopt it by separate
action.

I ask unanimous consent that following
my remarks that a summary of the bill be
reprinted in the record.

STOP TAX HAVEN ABUSE ACT

Targeting $100 billion in lost revenue each
year from offshore tax dodges, the bill would:

Authorize Special Measures To Stop Off-
shore Tax Abuse (§101) by allowing Treasury
to take specified steps against foreign juris-
dictions or financial institutions that im-
pede U.S. tax enforcement.

Strengthen FATCA (§102) by clarifying
under the Foreign Account Tax Compliance
Act when foreign financial institutions and
U.S. persons must report foreign financial
accounts to the IRS.

Establish Rebuttable Presumptions To
Combat Offshore Secrecy (§102) in U.S. tax
and securities law enforcement proceedings
by treating non-publicly traded offshore en-
tities as controlled by the U.S. taxpayer who
formed them, sent them assets, received as-
sets from them, or benefited from them when
those entities have accounts or assets in
non-FATCA institutions, unless the taxpayer
proves otherwise.

Stop Companies Run From the United
States Claiming Foreign Status (§103) by
treating foreign corporations that are pub-
licly traded or have gross assets of $50 mil-
lion or more and whose management and
control occur primarily in the United States
as U.S. domestic corporations for income tax
purposes.

Strengthen Detection of Offshore Activi-
ties (§104) by requiring U.S. financial institu-
tions that open accounts for foreign entities
controlled by U.S. clients or open foreign ac-
counts in non-FATCA institutions for U.S.
clients to report the accounts to the IRS.

Close Credit Default Swap (CDS) Loophole
(§105) by treating CDS payments sent off-
shore from the United States as taxable U.S.
source income.

Close Foreign Subsidiary Deposits Loop-
hole (§106) by treating deposits made by a
controlled foreign corporation (CFC) to a fi-
nancial account located in the United
States, including a correspondent account of
a foreign bank, as a taxable constructive dis-
tribution by the CFC to its U.S. parent.

Require Annual Country-by-Country Re-
porting (§201) by SEC-registered corpora-
tions on employees, sales, financing, tax ob-
ligations, and tax payments.

Establish a Penalty for Corporate Insiders
Who Hide Offshore Holdings (§202) by author-
izing a fine of up to $1 million per violation
of securities laws.

Require Anti-Money Laundering Programs
(§§203-204) for hedge funds, private equity
funds, and formation agents to ensure they
screen clients and offshore funds.

Strenghthen John Doe Summons (§205) by
allowing the IRS to issue summons to a class
of persons that relate to a long-term project
approved and overseen by a court.

Combat Hidden Foreign Financial Ac-
counts (§206) by allowing IRS use of tax re-
turn information to evaluate foreign finan-
cial account reports, simplifying penalty cal-

CONGRESSIONAL RECORD — SENATE

culations for unreported foreign accounts,
and facilitating use of suspicious activity re-
ports in civil tax enforcement.

Strengthen Penalties (§§301-302) on tax
shelter promoters and those who aid and
abet tax evasion by increasing the maximum
fine to 150 percent of any ill-gotten gains.

Prohibit Fee Arrangements (§303) in which
a tax advisor is paid a fee based upon the
amount of paper losses generated to shelter
income or taxes not paid by a client.

Require Bank Examination Techniques
(§304) to detect and prevent abusive tax shel-
ter activities or the aiding and abetting of
tax evasion by financial institutions.

Allow Sharing of Tax Information (§305)
upon request by a federal financial regulator
engaged in a law enforcement effort.

Require Disclosure of Information to Con-
gress (§306) related to an IRS determination
of whether to exempt an organization from
taxation.

Direct the Establishment of Standards for
Tax Opinions (§307) rendering advice on
transactions with a potential for tax avoid-
ance or evasion.

By Mr. LIEBERMAN (for himself
and Mr. BLUMENTHAL):

S. 1347. A bill to establish Coltsville
National Historical Park in the State
of Connecticut, and for other purposes;
to the Committee on Energy and Nat-
ural Resources.

Mr. LIEBERMAN. Mr. President, I
rise today to introduce the Coltsville
National Historical Park Act, and ex-
press my strong support for the des-
ignation of the Coltsville Historical
District in Hartford, Connecticut as a
National Park. I thank my colleague
Senator BLUMENTHAL for joining me as
an original cosponsor of this legisla-
tion, and also wish to thank my long-
time friend and colleague, Congress-
man JOHN LARSON, who recently intro-
duced an identical version of this bill
in the House.

In 1990, I had the privilege of intro-
ducing and successfully fighting for the
legislation that established the Weir
Farm National Historic Site as Con-
necticut’s first and, as yet, only con-
tribution to the National Park System.
Over two decades later, I am honored
to strive for the same outcome for
Coltsville.

Located on the banks of the Con-
necticut River in Hartford, Coltsville is
at the heart of a cluster of historical
landmarks of great significance for
Connecticut and our entire Nation. A
newly established national park in
Coltsville would span more than 200
acres and beckon tourists to such Hart-
ford destinations as the homes of Mark
Twain and Harriet Beecher Stowe, as
well as to the great events organized
by Riverfront Recapture, along our
beautiful waterfront.

Coltsville’s past is as compelling as
its future possibilities. Samuel Colt,
born in Hartford, was first famous for
developing the revolving-breech pistol,
which became one of the standard
small arms of the world in the last half
of the nineteenth century. Production
of that firearm helped build a model
town on the banks of the Connecticut
River, including the Colt Armory,
workers’ housing, Colt Park, the
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Church of the Good Shepherd, and the
Colt family home, known as
“Armsmear.”” At its peak during the
twentieth century, the factory at
Coltsville employed over 10,000 people
and made a significant contribution to
the country’s war effort.

But the legacy of the Colt operation
goes well beyond the manufacturing of
guns. Colt himself invented a sub-
marine battery used in harbor defense,
a submarine telegraph cable, and other
innovations. The success of Samuel and
Elizabeth Colt’s precision firearms
business led to other industrial ad-
vancements in Connecticut and
throughout New England, including the
manufacture of sewing machines and
typewriters. Ultimately, the spirit of
innovation fostered at Coltsville was
crucial to establishing Connecticut’s
proud tradition of manufacturing ev-
erything from small arms to jet en-
gines, and even the submarines that
our servicemembers use to defend our
freedoms.

The early industrial innovators rep-
resented the same pioneering spirit of
American ingenuity that we see today
in defense, information, and bio-
technology firms. Today, we sometimes
take this innovation for granted. In
Samuel Colt’s day, every ingenious de-
velopment was a grand achievement
and a small revelation.

The industrial revolution trans-
formed our nation culturally and eco-
nomically like no other force ever has.
People moved into the cities. Living
standards rose. The middle class grew
and economic growth intensified.

Unfortunately, Hartford has not been
immune to the economic hardships the
country is facing. That is why
Coltsville must be a beacon to our na-
tion of what once was and can be again,
the center of industry, innovation, and
prosperity. Just as Coltsville did for
Hartford during the Industrial Revolu-
tion, the designation of a National
Park will serve as a catalyst for
growth in a struggling city.

I believe that memorializing Sam
and Elizabeth Colt and their movement
is particularly important as Americans
struggle to emerge from a deep reces-
sion. The way we are going to revi-
talize our economy is to invest in peo-
ple, to invest in and inspire innovation
that will pioneer new industries that
will create millions of new jobs.
Coltsville is a historic landmark and a
living reminder of the extraordinary
advances in technology and innovation
that have been America’s story for
over 400 years.

I thank Senator BLUMENTHAL and
Congressman LARSON for their work
and dedication to advance Coltsville’s
status as a National Historical Park. I
reaffirm my strong support today for
recognizing these values, and I look
forward to working cooperatively with
my colleagues in making it happen.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.
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There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 1347

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Coltsville
National Historical Park Act’.

SEC. 2. DEFINITIONS.

For the purposes of this Act:

(1) CiTy.—The term ‘‘city’” means the city
of Hartford, Connecticut.

(2) COMMISSION.—The term ‘‘Commission”’
means the Coltsville National Historical
Park Advisory Commission established by
subsection 6(a).

(3) HISTORIC DISTRICT.—The term ‘‘Historic
District”” means the Coltsville Historic Dis-
trict.

(4) MAP.—The term ‘‘map’’ means the map
titled ‘‘Coltsville National Historical Park—
Proposed Boundary’, numbered T25/102087,
and dated May 11, 2010.

(5) PARK.—The term ‘‘park’” means the
Coltsville National Historical Park in the
State of Connecticut.

(6) SECRETARY.—The term ‘‘Secretary’
means the Secretary of the Interior.

(7) STATE.—The term ‘‘State” means the
State of Connecticut.

SEC. 3. COLTSVILLE NATIONAL HISTORICAL
PARK.

(a) ESTABLISHMENT.—

(1) IN GENERAL.—Subject to paragraph (2),
there is established in the State a unit of the
National Park System to be known as the
“‘Coltsville National Historical Park’.

(2) CONDITIONS FOR ESTABLISHMENT.—The
park shall not be established until the date
on which the Secretary determines that—

(A) the Secretary has acquired by donation
sufficient land or an interest in land within
the boundary of the park to constitute a
manageable unit;

(B) the State, city, or private property
owner, as appropriate, has entered into a
written agreement with the Secretary to do-
nate at least 10,000 square feet of space in the
East Armory which would include facilities
for park administration and visitor services;

(C) the Secretary has entered into a writ-
ten agreement with the State, city, or other
public entity, as appropriate, providing
that—

(i) land owned by the State, city, or other
public entity within the Coltsville Historic
District shall be managed consistent with
this section; and

(ii) future uses of land within the historic
district shall be compatible with the des-
ignation of the park and the city’s preserva-
tion ordinance; and

(D) the Secretary has reviewed the finan-
cial resources of the owners of private and
public property within the boundary of the
proposed park to ensure the viability of the
park based on those resources.

(b) BOUNDARIES.—The park shall include
and provide appropriate interpretation and
viewing of the following sites, as generally
depicted on the map:

(1) The East Armory.

(2) The Church of the Good Shepherd.

(3) The Caldwell/Colt Memorial Parish
House.

(4) Colt Park.

(5) The Potsdam Cottages.

(6) Armsmear.

(7) The James Colt House.

(c) COLLECTIONS.—The Secretary shall
enter into a written agreement with the
State of Connecticut State Library, Wads-
worth Atheneum, and the Colt Trust, or
other public entities, as appropriate, to gain
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appropriate access to Colt-related artifacts
for the purposes of having items routinely on
display in the East Armory or within the
park as determined by the Secretary as a
major function of the visitor experience.

SEC. 4. ADMINISTRATION.

(a) IN GENERAL.—The Secretary shall ad-
minister the park in accordance with—

(1) this Act; and

(2) the laws generally applicable to units of
the National Park System, including—

(A) the National Park Service Organic Act
(16 U.S.C. 1 et seq.); and

(B) the Act of August 21, 1935 (16 U.S.C. 461
et seq.).

(b) STATE AND LOCAL JURISDICTION.—Noth-
ing in this Act enlarges, diminishes, or modi-
fies any authority of the State, or any polit-
ical subdivision of the State (including the
city)—

(1) to exercise civil and criminal jurisdic-
tion; or

(2) to carry out State laws (including regu-
lations) and rules on non-Federal land lo-
cated within the boundary of the park.

(¢c) COOPERATIVE AGREEMENTS.—

(1) IN GENERAL.—AsS the Secretary deter-
mines to be appropriate to carry out this
Act, the Secretary may enter into coopera-
tive agreements with the owner of any prop-
erty within the Coltsville Historic District
or any nationally significant properties
within the boundary of the park, under
which the Secretary may identify, interpret,
restore, rehabilitate, and provide technical
assistance for the preservation of the prop-
erties.

(2) RIGHT OF ACCESS.—A cooperative agree-
ment entered into under paragraph (1) shall
provide that the Secretary, acting through
the Director of the National Park Service,
shall have the right of access at all reason-
able times to all public portions of the prop-
erty covered by the agreement for the pur-
poses of—

(A) conducting visitors through the prop-
erties; and

(B) interpreting the properties for the pub-
lic.

(3) CHANGES OR ALTERATIONS.—No changes
or alterations shall be made to any prop-
erties covered by a cooperative agreement
entered into under paragraph (1) unless the
Secretary and the other party to the agree-
ment agree to the changes or alterations.

(4) CONVERSION, USE, OR DISPOSAL.—AnNy
payment by the Secretary under this sub-
section shall be subject to an agreement that
the conversion, use, or disposal of a project
for purposes contrary to the purposes of this
section, as determined by the Secretary,
shall entitle the United States to reimburse-
ment in an amount equal to the greater of—

(A) the amounts made available to the
project by the United States; or

(B) the portion of the increased value of
the project attributable to the amounts
made available under this subsection, as de-
termined at the time of the conversion, use,
or disposal.

(5) MATCHING FUNDS.—

(A) IN GENERAL.—As a condition of the re-
ceipt of funds under this subsection, the Sec-
retary shall require that any Federal funds
made available under a cooperative agree-
ment shall be matched on a 1-to-1 basis by
non-Federal funds.

(B) ForRM.—With the approval of the Sec-
retary, the non-Federal share required under
subparagraph (A) may be in the form of do-
nated property, goods, or services from a
non-Federal source, fairly valued.

(d) ACQUISITION OF LAND.—The Secretary is
authorized to acquire land or interests in
land by donation, purchase with donated or
appropriated funds, or exchange. Land or in-
terests in land owned by the State or any po-
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litical subdivision of the State may be ac-
quired only by donation.

(e) TECHNICAL ASSISTANCE AND PUBLIC IN-
TERPRETATION.—The Secretary may provide
technical assistance and public interpreta-
tion of related historic and cultural re-
sources within the boundary of the historic
district.

SEC. 5. MANAGEMENT PLAN.

(a) IN GENERAL.—Not later than 3 fiscal
years after the date on which funds are made
available to carry out this Act, the Sec-
retary, in consultation with the Commission,
shall complete a management plan for the
park in accordance with—

(1) section 12(b) of Public Law 91-383 (com-
monly known as the National Park Service
General Authorities Act) (16 U.S.C. 1la-7(b));
and

(2) other applicable laws.

(b) CosST SHARE.—The management plan
shall include provisions that identify costs
to be shared by the Federal Government, the
State, and the city, and other public or pri-
vate entities or individuals for necessary
capital improvements to, and maintenance
and operations of, the park.

(c) SUBMISSION TO CONGRESS.—On comple-
tion of the management plan, the Secretary
shall submit the management plan to—

(1) the Committee on Natural Resources of
the House of Representatives; and

(2) the Committee on Energy and Natural
Resources of the Senate.

SEC. 6. COLTSVILLE NATIONAL HISTORICAL
PARK ADVISORY COMMISSION.

(a) ESTABLISHMENT.—There is established a
Commission to be known as the Coltsville
National Historical Park Advisory Commis-
sion.

(b) DuTY.—The Commission shall advise
the Secretary in the development and imple-
mentation of the management plan.

(c) MEMBERSHIP.—

(1) CoMPOSITION.—The Commission shall be
composed of 11 members, to be appointed by
the Secretary, of whom—

(A) 2 members shall be appointed after con-
sideration of recommendations submitted by
the Governor of the State;

(B) 1 member shall be appointed after con-
sideration of recommendations submitted by
the State Senate President;

(C) 1 member shall be appointed after con-
sideration of recommendations submitted by
the Speaker of the State House of Represent-
atives;

(D) 2 members shall be appointed after con-
sideration of recommendations submitted by
the Mayor of Hartford, Connecticut;

(E) 2 members shall be appointed after con-
sideration of recommendations submitted by
Connecticut’s 2 United States Senators;

(F) 1 member shall be appointed after con-
sideration of recommendations submitted by
Connecticut’s First Congressional District
Representative;

(G) 2 members shall have experience with
national parks and historic preservation;

(H) all appointments must have significant
experience with and knowledge of the
Coltsville Historic District; and

(I) 1 member of the Commission must live
in the Sheldon/Charter Oak neighborhood
within the Coltsville Historic District.

(2) INITIAL APPOINTMENTS.—The Secretary
shall appoint the initial members of the
Commission not later than the earlier of—

(A) the date that is 30 days after the date
on which the Secretary has received all of
the recommendations for appointments
under paragraph (1); or

(B) the date that is 30 days after the park
is established.

(d) TERM; VACANCIES.—

(1) TERM.—

(A) IN GENERAL.—A member shall be ap-
pointed for a term of 3 years.
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(B) REAPPOINTMENT.—A member may be re-
appointed for not more than 1 additional
term.

(2) VACANCIES.—A vacancy on the Commis-
sion shall be filled in the same manner as the
original appointment was made.

(e) MEETINGS.—The Commission shall meet
at the call of—

(1) the Chairperson; or

(2) a majority of the members of the Com-
mission.

(f) QUORUM.—A majority of the Commis-
sion shall constitute a quorum.

(g) CHAIRPERSON AND VICE CHAIRPERSON.—

(1) IN GENERAL.—The Commission shall se-
lect a Chairperson and Vice Chairperson
from among the members of the Commis-
sion.

(2) VICE CHAIRPERSON.—The Vice Chair-
person shall serve as Chairperson in the ab-
sence of the Chairperson.

(3) TERM.—A member may serve as Chair-
person or Vice Chairperson for not more
than 1 year in each office.

(h) COMMISSION PERSONNEL MATTERS.—

(1) COMPENSATION OF MEMBERS.—

(A) IN GENERAL.—Members of the Commis-
sion shall serve without compensation.

(B) TRAVEL EXPENSES.—Members of the
Commission shall be allowed travel expenses,
including per diem in lieu of subsistence, at
rates authorized for an employee of an agen-
cy under subchapter I of chapter 57 of title 5,
United States Code, while away from the
home or regular place of business of the
member in the performance of the duty of
the Commission.

(2) STAFF.—

(A) IN GENERAL.—The Secretary shall pro-
vide the Commission with any staff members
and technical assistance that the Secretary,
after consultation with the Commission, de-
termines to be appropriate to enable the
Commission to carry out the duty of the
Commission.

(B) DETAIL OF EMPLOYEES.—The Secretary
may accept the services of personnel detailed
from the State or any political subdivision of
the State.

(i) FACA NONAPPLICABILITY.—Section 14(b)
of the Federal Advisory Committee Act (b
U.S.C. App.) shall not apply to the Commis-
sion.

(j) TERMINATION.—

(1) IN GENERAL.—Unless extended under
paragraph (2), the Commission shall termi-
nate on the date that is 10 years after the
date of the enactment of this Act.

(2) EXTENSION.—Eight years after the date
of the enactment of this Act, the Commis-
sion shall make a recommendation to the
Secretary if a body of its nature is still nec-
essary to advise on the development of the
park. If, based on a recommendation under
this paragraph, the Secretary determines
that the Commission is still necessary, the
Secretary may extend the life of the Com-
mission for not more than 10 years.

————

AMENDMENTS SUBMITTED AND
PROPOSED

SA 534. Mr. RUBIO submitted an amend-
ment intended to be proposed by him to the
bill S. 1323, to express the sense of the Sen-
ate on shared sacrifice in resolving the budg-
et deficit; which was ordered to lie on the
table.

SA 535. Mr. WHITEHOUSE (for himself,

Mr. BLUMENTHAL, Mr. SANDERS, Mr.
FRANKEN, Mr. BROWN of Ohio, and Mr.
MERKLEY) submitted an amendment in-

tended to be proposed by him to the bill S.
1323, supra; which was ordered to lie on the
table.

SA 536. Mrs. HUTCHISON submitted an
amendment intended to be proposed by her
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to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 537. Mrs. HUTCHISON (for herself and
Ms. SNOWE) submitted an amendment in-
tended to be proposed by her to the bill S.
1323, supra; which was ordered to lie on the
table.

SA 538. Mr. JOHANNS submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 539. Mr. JOHANNS submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 540. Mr. JOHANNS submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 541. Mr. JOHANNS submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 542. Mr. THUNE submitted an amend-
ment intended to be proposed by him to the
bill S. 1323, supra; which was ordered to lie
on the table.

SA 543. Mr. BROWN of Ohio submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 544. Mr. CARDIN submitted an amend-
ment intended to be proposed by him to the
bill S. 1323, supra; which was ordered to lie
on the table.

SA 545. Mr. BARRASSO submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 546. Mr. ROCKEFELLER submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 547. Mr. ROCKEFELLER submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 548. Mr. ROCKEFELLER submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

SA 549. Mr. ROCKEFELLER submitted an
amendment intended to be proposed by him
to the bill S. 1323, supra; which was ordered
to lie on the table.

———

TEXT OF AMENDMENTS

SA 534. Mr. RUBIO submitted an
amendment intended to be proposed by
him to the bill S. 1323, to express the
sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

At the end, add the following:

SEC. . SENSE OF THE SENATE THAT INCREASED
REVENUE SHOULD COME FROM NEW
TAXPAYERS, NOT NEW TAXES.

(a) FINDINGS.—

(1) According to the Bureau of Labor Sta-
tistics, the national unemployment rate is
9.2 percent and 25 million Americans are un-
employed or underemployed.

(2) According to the Congressional Budget
Office—

(A) the historical burden of government
spending is 20.6 percent of Gross Domestic
Product;

(B) government spending is currently
above 24 percent of Gross Domestic Product;

(C) tax revenues have historically averaged
between 18 and 19 percent of Gross Domestic
Product regardless of how high the top mar-
ginal tax rate is; and

(D) tax revenues are projected to reach 18.4
percent in 2021 without tax increases.
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(b) SENSE OF THE SENATE.—It is the sense
of the Senate that—

(1) Washington has a spending problem, not
a revenue problem;

(2) raising taxes on our fragile economy
will neither create jobs nor generate signifi-
cant revenue for debt reduction;

(3) increased tax revenue should come from
economic growth that creates new tax-
payers, not new taxes, and such revenue in-
creases should be dedicated to reducing the
national debt;

(4) to boost the economy and reduce our
Nation’s unsustainable debt in the process,
Congress should pursue comprehensive tax
reform in lieu of tax increases that—

(A) simplifies the tax code and sharply re-
duces marginal tax rates for individuals,
families, and businesses;

(B) broadens the tax base;

(C) ends punitive double taxation of sav-
ings and investment; and

(D) does not impose a net tax increase on
the American economy.

SA 535. Mr. WHITEHOUSE (for him-
self, Mr. BLUMENTHAL, Mr. SANDERS,
Mr. FRANKEN, Mr. BROWN of Ohio, and
Mr. MERKLEY) submitted an amend-
ment intended to be proposed by him
to the bill S. 1323, to express the sense
of the Senate on shared sacrifice in re-
solving the budget deficit; which was
ordered to lie on the table; as follows:

At the end, add the following:

SEC. ~ . SENSE OF THE SENATE ON PRO-
TECTING SOCIAL SECURITY AND
MEDICARE.

(a) FINDINGS.—

(1) Over 34,000,000 retired workers currently
receive Social Security benefits in amounts
that average a modest $14,100 a year.

(2) In 2008, 23 percent of retired workers re-
ceiving Social Security benefits depended on
those benefits for all or almost all of their
income.

(3) According to AARP, Social Security
benefits kept 36 percent of seniors out of pov-
erty in 2008.

(4) Reducing Social Security benefits
would cause many seniors to have to choose
between food, drugs, rent, and heat.

(5) Ninety-five percent of seniors in the
United States, who numbered almost
37,000,000 in 2008, got their health care cov-
erage through the Medicare program.

(6) Without Medicare benefits, seniors,
many of whom live off of Social Security
benefits, would have to turn to the costly
and uncertain private market for health care
coverage.

(7) The Social Security program and the
Medicare program are extremely successful
social insurance programs that permit sen-
iors in America to retire with dignity and se-
curity after a lifetime of hard work.

(8) The Social Security program and the
Medicare program help relieve young Amer-
ican families from worry about their own fu-
tures, allowing freedom of opportunity in
America.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that any agreement to reduce
the budget deficit should not include cuts to
Social Security benefits or Medicare bene-
fits.

SA 536. Mrs. HUTCHISON submitted
an amendment intended to be proposed
by her to the bill S. 1323, to express the
sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

At the end, add the following:
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SEC. 2. EXTENDING THE SOLVENCY OF THE SO-
CIAL SECURITY TRUST FUNDS.

(a) SHORT TITLE.—This section may be
cited as the ‘‘Defend and Save Social Secu-
rity Act”.

(b) ADJUSTMENT TO NORMAL AND EARLY RE-
TIREMENT AGE.—

(1) IN GENERAL.—Section 216(1) of the So-
cial Security Act (42 U.S.C. 416(1)) is amend-
ed—

(A) in paragraph (1)—

(i) in subparagraph (C), by striking ‘2017
and inserting ‘‘2016”’; and

(ii) by striking subparagraphs (D) and (E)
and inserting the following new subpara-
graphs:

‘(D) with respect to an individual who—

‘(i) attains 62 years of age after December
31, 2015, and before January 1, 2024, such indi-
vidual’s early retirement age (as determined
under paragraph (2)(A)) plus 48 months; or

‘‘(ii) receives a benefit described in para-
graph (2)(B) and attains 60 years of age after
December 31, 2015, and before January 1, 2024,
66 years of age plus the number of months in
the age increase factor (as determined under
paragraph (4)(A)(1));

“(E) with respect to an individual who—

‘(i) attains 62 years of age after December
31, 2023, and before January 1, 2027, 68 years
of age plus the number of months in the age
increase factor (as determined under para-
graph ($)(B)(ii)); or

‘‘(ii) receives a benefit described in para-
graph (2)(B) and attains 60 years of age after
December 31, 2023, and before January 1, 2027,
68 years of age plus the number of months in
the age increase factor (as determined under
paragraph (4)(B)(i)); and

“(F) with respect to an individual who—

‘(i) attains 62 years of age after December
31, 2026, 69 years of age; or

‘‘(ii) receives a benefit described in para-
graph (2)(B) and attains 60 years of age after
December 31, 2026, 69 years of age.”’;

(B) by amending paragraph (2) to read as
follows:

“(2) The
means—

‘““(A) in the case of an old-age, wife’s, or
husband’s insurance benefit—

‘(i) 62 years of age with respect to an indi-
vidual who attains such age before January
1, 2016;

‘‘(ii) with respect to an individual who at-
tains 62 years of age after December 31, 2015,
and before January 1, 2023, 62 years of age
plus the number of months in the age in-
crease factor (as determined under paragraph
(4)(A)(ii)) for the calendar year in which such
individual attains 62 years of age; and

‘“(iii) with respect to an individual who at-
tains age 62 after December 31, 2022, 64 years
of age; or

‘“(B) in the case of a widow’s or widower’s
insurance benefit, 60 years of age.”’;

(C) by striking paragraph (3) and inserting
the following:

““(3) With respect to an individual who at-
tains early retirement age in the b5-year pe-
riod consisting of the calendar years 2000
through 2004, the age increase factor shall be
equal to two-twelfths of the number of
months in the period beginning with Janu-
ary 2000 and ending with December of the
year in which the individual attains early re-
tirement age.”’; and

(D) by adding at the end the following new
paragraph:

‘“(4) The age increase factor shall be equal
to three-twelfths of the number of months in
the period—

‘“(A) beginning with January 2016 and end-
ing with December of the year in which—

‘(i) for purposes of paragraphs (1)(D)(ii),
the individual attains 60 years of age; or

‘‘(ii) for purposes of paragraph (2)(A)(ii),
the individual attains 62 years of age; and

term ‘early retirement age’
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“(B) beginning with January 2024 and end-
ing with December of the year in which—

‘(1) for purposes of (1)(E)(ii), the individual
attains 60 years of age; or

‘“(ii) for purposes of (1)(E)(i), the individual
attains 62 years of age.”.

(2) CONFORMING INCREASE IN NUMBER OF
ELAPSED YEARS FOR PURPOSES OF DETER-
MINING PRIMARY INSURANCE AMOUNT.—Section
215(b)(2)(B)(iii) of such Act (42 TU.S.C.
415(b)(2)(B)(iii)) is amended by striking ‘‘age
62 and inserting ‘‘early retirement age (or,
in the case of an individual who receives a
benefit described in section 216(1)(2)(B), 62
years of age)”’.

(¢) COST-OF-LIVING ADJUSTMENT.—Section
215(i) of the Social Security Act (42 U.S.C.
415(i)) is amended—

(1) in paragraph (1)(D), by inserting ‘‘sub-
ject to paragraph (6),”” before ‘‘the term’’;
and

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

‘“(6)(A) Subject to subparagraph (B), with
respect to a base quarter or cost-of-living
computation quarter in any calendar year
after 2010, the term ‘CPI increase percentage’
means the percentage determined under
paragraph (1)(D) for the quarter reduced (but
not below zero) by 1 percentage point.

‘(B) The reduction under subparagraph (A)
shall apply only for purposes of determining
the amount of benefits under this title and
not for purposes of determining the amount
of, or any increases in, benefits under other
provisions of law which operate by reference
to increases in benefits under this title.”.

SA 537. Mrs. HUTCHISON (for herself
and Ms. SNOWE) submitted an amend-
ment intended to be proposed by her to
the bill S. 1323, to express the sense of
the Senate on shared sacrifice in re-
solving the budget deficit; which was
ordered to lie on the table; as follows:

At the end, add the following:

SEC. 2. EMERGENCY FUNDING TO PROVIDE PAY
AND ALLOWANCES FOR MEMBERS
OF THE ARMED FORCES AND SUP-
PORTING CIVILIAN AND CON-
TRACTOR PERSONNEL DURING
FUNDING GAP IMPACTING THE DE-
PARTMENT OF DEFENSE OR DE-
PARTMENT OF HOMELAND SECU-
RITY.

(a) FUNDING FOR MILITARY PAY AND ALLOW-
ANCES.—During a funding gap impacting the
Armed Forces, the Secretary of the Treasury
shall make available to the Secretary of De-
fense (and the Secretary of Homeland Secu-
rity in the case of the Coast Guard), out of
any amounts in the general fund of the
Treasury not otherwise appropriated, such
amounts as the Secretary of Defense (and
the Secretary of Homeland Security in the
case of the Coast Guard) determines to be
necessary to continue to provide pay and al-
lowances (without interruption) to the fol-
lowing:

(1) Members of the Army, Navy, Air Force,
Marine Corps, and Coast Guard, including re-
serve components thereof, who perform ac-
tive service during the funding gap.

(2) At the discretion of the Secretary of
Defense, such civilian personnel of the De-
partment of Defense who are providing sup-
port to the members of the Armed Forces de-
scribed in paragraph (1) as the Secretary
considers appropriate.

(3) At the discretion of the Secretary of
Defense, such personnel of contractors of the
Department of Defense who are providing di-
rect support to the members of the Armed
Forces described in paragraph (1) as the Sec-
retary considers appropriate.

(b) FUNDING GAP DEFINED.—In this section,
the term ‘‘funding gap’’ means any period of
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time after the beginning of a fiscal year for
which interim or full-year appropriations for
the personnel accounts of the Armed Forces
for that fiscal year have not been enacted.

(¢) DURATION OF TRANSFER AUTHORITY.—No
transfer may be made by the Secretary of
the Treasury under subsection (a) after De-
cember 31, 2011.

SA 538. Mr. JOHANNS submitted an
amendment intended to be proposed by
him to the bill S. 1323, to express the
sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

At the end, add the following:

SEC. . SENSE OF THE SENATE RELATING TO
EXPANDING OR EXTENDING SPEND-
ING INCLUDED IN THE AMERICAN

RECOVERY AND REINVESTMENT ACT
OF 2009.

It is the sense of the Senate that Congress
should not enact any legislation that ex-
pands or extends the spending provisions in-
cluded in the American Recovery and Rein-
vestment Act of 2009 (Public Law 111-5; 123
Stat. 179).

SA 539. Mr. JOHANNS submitted an
amendment intended to be proposed by
him to the bill S. 1323, to express the
sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

At the end, add the following:

SEC. . SENSE OF THE SENATE RELATING TO
NEW SPENDING.

It is the sense of the Senate that Congress
should not enact any legislation that reduces
expenditures under the Medicare program
and uses the savings from such reduction for
new spending.

SA 540. Mr. JOHANNS submitted an
amendment intended to be proposed by
him to the bill S. 1323, to express the
sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

At the end, add the following:

SEC. ~ . SENSE OF THE SENATE RELATING
RAISING THE DEBT CEILING.

It is the sense of the Senate that any legis-
lation that increases the limit on public
debt, as provided in section 3101(b) of title 31,
United States Code, shall not include any in-
crease in taxes unless the Secretary of the
Treasury submits a certification to Congress
that the increase in taxes will not cause any
further loss of jobs.

SA 541. Mr. JOHANNS submitted an
amendment intended to be proposed by
him to the bill S. 1323, to express the
sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

At the end, add the following:

SEC. . SENSE OF THE SENATE RELATING TO
NEW SPENDING.

It is the sense of the Senate that Congress
should not enact any legislation that reduces
expenditures under the Social Security pro-
gram and uses the savings from such reduc-
tion for new spending.

SA 542. Mr. THUNE submitted an
amendment intended to be proposed by
him to the bill S. 1323, to express the
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sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

At the end of the bill, insert the following:
SEC. . REDUCTION IN NON-SECURITY DIS-
CRETIONARY SPENDING.

(a) IN GENERAL.—Amounts appropriated for
non-security discretionary spending for fis-
cal year 2011 are reduced on a pro rata basis
by 2.5 percent.

(b) NON-SECURITY SPENDING.—In this sec-
tion, the term ‘non-security discretionary
spending’ means discretionary spending
other than spending for the Department of
Defense, homeland security activities, intel-
ligence related activities within the Depart-
ment of State, the Department of Veterans
Affairs, and national security related activi-
ties in the Department of Energy.

SA 543. Mr. BROWN of Ohio sub-
mitted an amendment intended to be
proposed by him to the bill S. 1323, to
express the sense of the Senate on
shared sacrifice in resolving the budget
deficit; which was ordered to lie on the
table; as follows:

At the end of the bill, add the following:
SEC. 2. CONGRESSIONAL RETIREMENT AGE.

(a) SHORT TITLE.—This section may be
cited as the ‘‘Congressional Retirement Age
Act of 20117,

(b) CSRS.—Subchapter III of chapter 83 of
title 5, United States Code, is amended—

(1) in section 8336, by adding at the end the
following:

“(a)(1) An individual serving as a Member
on or after the date of enactment of this sub-
section—

‘“(A) shall not be eligible for an annuity
under any other provision of this section;
and

‘‘(B) shall be eligible for an annuity if the
individual is separated from the service after
attaining retirement age (as defined in sec-
tion 216(1)(1) of the Social Security Act (42
U.S.C. 416(1)(1)) and completing 5 years of
service.

‘“(2) This subsection applies to an indi-
vidual serving as a Member on or after the
date of enactment of this subsection without
regard to whether—

‘“(A) the individual is separated from the
service while serving as an employee or a
Member; or

‘“(B) any service by the individual is sub-
ject to section 8334(k)”’; and

(2) in section 8338, by adding at the end the
following:

“(1)(1) An individual serving as a Member
on or after the date of enactment of this sub-
section—

‘“(A) shall not be eligible for an annuity
under any other provision of this section;
and

‘(B) if the individual is separated from the
service, or transferred to a position in which
the individual does not continue subject to
this subchapter, after completing 5 years of
service, is eligible for an annuity beginning
at retirement age (as defined in section
216(1)(1) of the Social Security Act (42 U.S.C.
416(1)(1)).

‘“(2) This subsection applies to an indi-
vidual serving as a Member on or after the
date of enactment of this subsection without
regard to whether—

‘“(A) the individual serves as an employee
before, on, or after the date of enactment of
this subsection; or

‘“(B) any service by the individual is sub-
ject to section 8334(k).”’.

(¢) FERS.—Chapter 84 of title 5, United
States Code, is amended—

(1) in section 8412, by adding at the end the
following:
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“(1)(1) An individual serving as a Member
on or after the date of enactment of this sub-
section—

‘“(A) shall not be eligible for an annuity
under any other provision of this section;
and

‘(B) shall be eligible for an annuity if the
individual is separated from the service after
attaining retirement age (as defined in sec-
tion 216(1)(1) of the Social Security Act (42
U.S.C. 416(1)(1)) and completing 5 years of
service.

‘“(2) This subsection applies to an indi-
vidual serving as a Member on or after the
date of enactment of this subsection without
regard to whether the individual is separated
from the service while serving as an em-
ployee or a Member.”’;

(2) in section 8413, by adding at the end the
following:

“(c)(1) An individual serving as a Member
on or after the date of enactment of this sub-
section—

‘“(A) shall not be eligible for an annuity
under any other provision of this section;
and

‘Y(B) if the individual is separated from the
service, or transferred to a position in which
the individual does not continue subject to
this chapter, after completing 5 years of
service, is eligible for an annuity beginning
at retirement age (as defined in section
216(1)(1) of the Social Security Act (42 U.S.C.
416(1)(1)).

“(2) This subsection applies to an indi-
vidual serving as a Member on or after the
date of enactment of this subsection without
regard to whether the individual serves as an
employee before, on, or after the date of en-
actment of this subsection.”’; and

(3) in section 8414, by adding at the end the
following:

‘‘(e) Notwithstanding any other provision
of this section, an individual serving as a
Member on or after the date of enactment of
this subsection who otherwise meets the re-
quirements for an annuity under another
provision of this section shall not be entitled
to an annuity until after attaining retire-
ment age (as defined in section 216(1)(1) of
the Social Security Act (42 U.S.C. 416(1)(1)).”’.

SA 544. Mr. CARDIN submitted an
amendment intended to be proposed by
him to the bill S. 1323, to express the
sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

At the end of the bill, add the following:
SEC. 2. FEDERAL WORKFORCE.

It is the sense of the Senate that—

(1) the pay, retirement benefits, and com-
position of Federal employees needs to be
preserved;

(2) Federal employees have already made
significant contributions toward deficit re-
duction with the Federal employee pay
freeze;

(3) it is necessary to maintain Federal em-
ployee pay and benefits at rates that
incentivize talented Americans to join the
Federal workforce;

(4) it is important to have the best and
brightest individuals working for the Federal
Government;

(b) radical proposals that would harm our
Nation should be rejected, including the pro-
posal of reducing the current Federal work-
force by attrition and privatizing Federal
jobs;

(6) privatizing Federal jobs can lead to
complex, expensive results as noted by
former Secretary of Defense Robert Gates;
and

(7) private contractors cost on average 25
percent more per employee each year com-
pared to the cost of hiring a civil servant.
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SA 545. Mr. BARRASSO submitted an
amendment intended to be proposed by
him to the bill S. 1323, to express the
sense of the Senate on shared sacrifice
in resolving the budget deficit; which
was ordered to lie on the table; as fol-
lows:

On page , between lines  and
the following:

SEC. . SENSE OF SENATE REGARDING PRO-
HIBITION ON FUNDING FOR GLOBAL
CLIMATE CHANGE INITIATIVE.

(a) FINDING.—The Senate finds that the
budget request of the President for fiscal
year 2012 included a total of $1,329,000,000 for
the United States Agency for International
Development, the Department of the Treas-
ury, and the Department of State for the
Global Climate Change Initiative.

(b) SENSE OF SENATE.—It is the sense of the
Senate that the Department of State, the
United States Agency for International De-
velopment, and the Department of the Treas-
ury should not expend taxpayer funds to pro-
vide foreign assistance through the Global
Climate Change Initiative.

~, insert

SA 546. Mr. ROCKEFELLER sub-
mitted an amendment intended to be
proposed by him to the bill S. 1323, to
express the sense of the Senate on
shared sacrifice in resolving the budget
deficit; which was ordered to lie on the
table; as follows:

At the end, add the following:

SEC. .SENSE OF THE SENATE REGARDING COR-
PORATE TAX LOOPHOLES.

It is the sense of the Senate that loopholes
that allow large and profitable corporations
to avoid paying their fair share of federal
taxes should be closed as part of any deficit
reduction legislation.

SA 547. Mr. ROCKEFELLER sub-
mitted an amendment intended to be
proposed by him to the bill S. 1323, to
express the sense of the Senate on
shared sacrifice in resolving the budget
deficit; which was ordered to lie on the
table; as follows:

At the end, add the following:

SEC. . SENSE OF THE SENATE WITH RESPECT
TO NEW OR EXTENDED TAX CUTS
FOR THE WEALTHY.

It is the sense of the Senate that no new
tax cuts for the wealthy, including an exten-
sion of the Bush tax cuts for upper income
earners, should be enacted until annual fed-
eral deficits have been eliminated.

SA 548. Mr. ROCKEFELLER sub-
mitted an amendment intended to be
proposed by him to the bill S. 1323, to
express the sense of the Senate on
shared sacrifice in resolving the budget
deficit; which was ordered to lie on the
table; as follows:

At the end, add the following:

SEC. . SENSE OF THE SENATE ON TAX LOOP-
HOLES FOR LUXURY ITEMS.

It is the sense of the Senate that tax loop-
holes for luxury items including racehorses,
yvachts, and private jets, should be repealed
as part of any deficit reduction legislation.

SA 549. Mr. ROCKEFELLER sub-
mitted an amendment intended to be
proposed by him to the bill S. 1323, to
express the sense of the Senate on
shared sacrifice in resolving the budget
deficit; which was ordered to lie on the
table; as follows:
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At the end, add the following:

SEC. . SENSE OF THE SENATE RELATING TO
THE ESTATE TAX.

It is the sense of the Senate that the estate
tax should be returned to its 2001 levels as
part of any deficit reduction legislation.

————

NOTICE OF HEARING

COMMITTEE ON ENERGY AND NATURAL
RESOURCES

Mr. BINGAMAN. Mr. President, I
would like to announce for the infor-
mation of the Senate and the public
that a hearing has been scheduled be-
fore the Senate Committee on Energy
and Natural Resources. The hearing
will be held on Tuesday, July 19, 2011,
at 10:30 a.m., in room SD-366 of the
Dirksen Senate Office Building.

The purpose of the hearing is to re-
ceive testimony on the recent report of
the MIT Energy Initiative entitled
“The Future of Natural Gas.”

Because of the limited time available
for the hearing, witnesses may testify
by invitation only. However, those
wishing to submit written testimony
for the hearing record may do so by
sending it to the Committee on Energy
and Natural Resources, United States
Senate, Washington, D.C. 20510-6150, or
by e-mail to Meagan Gins@energy
.senate.gov.

For further information, please con-
tact Allyson Anderson or Meagan Gins.

———

AUTHORITY FOR COMMITTEES TO
MEET

COMMITTEE ON BANKING, HOUSING, AND URBAN
AFFAIRS

Mr. DURBIN. Mr. President, I ask
unanimous consent that the Com-
mittee on Banking, Housing, and
Urban Affairs, be authorized to meet
during the session of the Senate on
July 12, 2011, at 10 a.m., to conduct a
hearing entitled ‘‘Enhanced Investor
Protection After the Financial Crisis.”

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

COMMITTEE ON ENERGY AND NATURAL
RESOURCES

Mr. DURBIN. Mr. President, I ask
unanimous consent that the Com-
mittee on Energy and Natural Re-
sources be authorized to meet during
the session of the Senate on July 12,
2011, at 10 a.m., in room 366 of the Dirk-
sen Senate Office Building.

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

COMMITTEE ON ENVIRONMENT AND PUBLIC

WORKS

Mr. DURBIN. Mr. President, I ask
unanimous consent that the Com-
mittee on Environment and Public
Works be authorized to meet during
the session of the Senate on July 12,
2011, at 10 a.m. in Dirksen 406 to con-
duct a hearing entitled, ‘‘Oversight
Hearing on the Environmental Protec-
tion Agency’s Implementation of the
Safe Drinking Water Act’s Unregulated
Drinking Water Contaminants Pro-
gram.”’

The PRESIDING OFFICER. Without
objection, it is so ordered.
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COMMITTEE ON HEALTH, EDUCATION, LABOR,
AND PENSIONS

Mr. DURBIN. Mr. President, I ask
unanimous consent that the Com-
mittee on Health, Education, Labor,
and Pensions be authorized to meet,
during the session of the Senate, to
conduct a hearing entitled ‘“The Power
of Pensions: Building a Strong Middle

Class and Strong Economy’ on July 12,

2011, at 2:30 p.m. in 430 Dirksen Senate

Office Building.

The PRESIDING OFFICER. Without
objection, it is so ordered.
SELECT COMMITTEE ON INTELLIGENCE
Mr. DURBIN. Mr. President, I ask
unanimous consent that the Select

Committee on Intelligence be author-

ized to meet during the session of the

Senate on July 12, 2011, at 2:30 p.m.

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

SUBCOMMITTEE ON FEDERAL FINANCIAL MAN-
AGEMENT, GOVERNMENT INFORMATION, FED-
ERAL SERVICES, AND INTERNATIONAL SECU-
RITY
Mr. DURBIN. Mr. President, I ask

unanimous consent that the Com-

mittee on Homeland Security and Gov-
ernmental Affairs’ Subcommittee on

Federal Financial Management, Gov-

ernment Information, Federal Serv-

ices, and International Security be au-
thorized to meet during the session of

the Senate on July 12, 2011, at 2:30 p.m.

to conduct a hearing entitled ‘‘Can

New Technology and Private Sector

Business Practices Cut Waste and

Fraud in Medicare and Medicaid?”’

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

PRIVILEGES OF THE FLOOR

Mr. CARDIN. Mr. President, I ask
unanimous consent that CPT Michael
K. Lynch, a U.S. Army aviation officer
who is currently serving as the defense
legislative fellow for the majority lead-
er, be granted the privilege of the floor
for the duration of consideration of S.
1255, the Military Construction Author-
ization Act for Fiscal Year 2012.

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

Mr. MERKLEY. Mr. President, I ask
unanimous consent that the privileges
of the floor be extended to Conner
Myers, an intern in my office, for the
balance of the day.

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

NOTICE: REGISTRATION OF MASS
MAILINGS

The filing date for the 2011 second

quarter Mass Mailing report is Mon-

day, July 25, 2011. If your office did no

mass mailings during this period,
please submit a form that states
“‘none.”

Mass mailing registrations, or nega-
tive reports, should be submitted to
the Senate Office of Public Records,
temporarily located in the Dirksen
Building in room B40-B.

The Senate Office of Public Records
will be open from 9 a.m. to 6 p.m. on
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the filing date to accept these filings.
For further information, please contact
the Senate Office of Public Records at
(202) 224-0322.

———

DISCHARGE AND REFERRAL—S. 869

Mr. NELSON of Florida. Madam
President, I ask unanimous consent
that S. 869, the Former Charleston
Naval Base Land Exchange Act of 2011,
be discharged from the Committee on
Energy and Natural Resources, and be
referred to the Committee on Home-
land Security and Governmental Af-
fairs.

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

———

ORDERS FOR WEDNESDAY, JULY
13, 2011

Mr. NELSON of Florida. I ask unani-
mous consent that when the Senate
completes its business today, it ad-
journ until 9:30 a.m. on Wednesday,
July 13; that following the prayer and
the pledge, the Journal of proceedings
be approved to date, the morning hour
be deemed to have expired, and the
time for the two leaders be reserved for
their use later in the day; that fol-
lowing any leader remarks, the Senate
resume consideration of S. 1323, a bill
to express the sense of the Senate on
shared sacrifice in resolving the budget
deficit, with 1 hour of debate equally
divided and controlled between the two
leaders or their designees, prior to the
cloture vote on S. 1323; further, that
the filing deadline for all second-degree
amendments on S. 1323 be at 10 a.m. to-
morrow.

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

———

PROGRAM

Mr. NELSON of Florida. Madam
President, there will be up to two roll-
call votes at approximately 10:30 a.m.
tomorrow. The first vote will be on the
motion to invoke cloture on S. 1323,
the sense-of-the-Senate bill on shared
sacrifice in resolving the budget def-
icit. If cloture is not invoked, there
will be a second cloture vote on the
motion to proceed to H.R. 2055, the
Military Construction, Veterans Af-
fairs and Related Agencies appropria-
tions bill.

———

ADJOURNMENT UNTIL 9:30 A.M.
TOMORROW

Mr. NELSON of Florida. Madam
President, if there is no further busi-
ness to come before the Senate, I ask
unanimous consent that it adjourn
under the previous order.

There being no objection, the Senate,
at 4:47 p.m., adjourned until Wednes-
day, July 13, 2011, at 9:30 a.m.
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NOMINATIONS

Executive nominations received by
the Senate:

NATIONAL COUNCIL ON DISABILITY

MATAN ARYEH KOCH, OF NEW YORK, TO BE A MEMBER
OF THE NATIONAL COUNCIL ON DISABILITY FOR A TERM
EXPIRING SEPTEMBER 17, 2013, VICE CAROL JEAN REY-
NOLDS, TERM EXPIRED.

STEPHANIE ORLANDO, OF NEW YORK, TO BE A MEMBER
OF THE NATIONAL COUNCIL ON DISABILITY FOR THE RE-
MAINDER OF THE TERM EXPIRING SEPTEMBER 17, 2011,
VICE HEATHER MCCALLUM, RESIGNED.

STEPHANIE ORLANDO, OF NEW YORK, TO BE A MEMBER
OF THE NATIONAL COUNCIL ON DISABILITY FOR A TERM
EXPIRING SEPTEMBER 17, 2014. (REAPPOINTMENT)
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