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federal employees will result in high
quality hearing care and reduce the
cost of services.”

We are not talking about mandating
additional benefits. In addition, I be-
lieve it would be advisable to add pro-
vider non-discrimination assurances to
FEHBP plans.

Of course, these matters involve a
number of complicated issues, and to
this point, the Governmental Affairs
Committee has been unable to hold
hearings to consider those issues. I
would appreciate hearing Senator
COCHRAN’s and Senator THOMPSON’S
sense of what can be done, in this Con-
gress or the next, to ensure that those
issues are fully considered.

Mr. COCHRAN. Mr. President, as
noted by the Senator from Iowa, I sup-
ported legislation in the last Congress
to address this problem, and I remain
committed to ensuring that FEHBP
beneficiaries receive quality, cost-ef-
fective, hearing care coverage.

As he also noted, there are a number
of medical, insurance and public policy
issues involved, All these issues need to
be considered, as well as the concerns
of all members of the hearing health
care team, including the Audiologists,
the American Academy of Otolaryn-
gology-Head and Neck Surgery and the
International Hearing Society.

Whether in this Congress, or the
next, I am committed to doing what is
necessary to enable this body to under-
stand these issues, and to determine
the best way to address them, for the
benefit of children and others, who
need hearing health services.

Mr. THOMPSON. Mr. President, I ap-
preciate Senator COCHRAN’S comments.
I am confident my colleagues will
agree that any changes to the FEHBP
need to be considered carefully through
the legislative process in order to en-
sure the integrity of the program, pres-
ervation of choice for enrollees, and
competition among plans. Toward that
end, I look forward to Senator DASCHLE
and Senator HARKIN joining Senator
COCHRAN and me in supporting passage
of H.R. 1836.

Mr. DASCHLE. Mr. President, I
would like to thank my colleagues for
this colloquy.

Mr. SHELBY. I ask unanimous con-
sent that the committee amendment be
agreed to, the bill be considered read a
third time and passed, the motion to
reconsider be laid upon the table, and
that any statement relating to the bill
be printed in the RECORD.

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

The committee amendment
agreed to.

The bill (H.R. 1836), as amended, was
considered read the third time and
passed.

was

————

RICHARD C. LEE UNITED STATES
COURTHOUSE

Mr. SHELBY. Mr. President, I ask
the Chair lay before the Senate a mes-
sage from the House of Representatives
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on the bill (S. 1355) to designate the
United States courthouse located at 141
Church Street in New Haven, Con-
necticut, as the ‘“Richard C. Lee United
States Courthouse.”

The PRESIDING OFFICER laid be-
fore the Senate the following message
from the House of Representatives:

Resolved, That the bill from the Senate (S.
1355) entitled ‘“‘An Act to designate the
United States courthouse located in New
Haven, Connecticut, as the ‘“Richard C. Lee
United States Courthouse’’, do pass with the
following amendments:

Strike out all after the enacting clause and
insert:

SECTION 1. DESIGNATION.

The United States courthouse located at 141
Church Street in New Haven, Connecticut, shall
be known and designated as the ‘‘Richard C.
Lee United States Courthouse’ .

SEC. 2. REFERENCES.

Any reference in a law, map, regulation, doc-
ument, paper, or other record of the United
States to the United States courthouse referred
to in section 1 shall be deemed to be a reference
to the ‘“Richard C. Lee United States Court-
house’’.

Mr. SHELBY. Mr. President, I ask
unanimous consent that the Senate
concur in the amendments to the
House.

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

————

VETERANS’ COMPENSATION COST-
OF-LIVING ADJUSTMENT ACT OF
1998

Mr. SHELBY. Mr. President, I ask
unanimous consent that the Senate
now proceed to the consideration of
Calendar No. 593, S. 2273.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

A Dbill (S. 2273) to increase, effective as of
December 1, 1998, the rates of disability com-
pensation for veterans with service-con-
nected disabilities, and the rates of depend-
ency and indemnity compensation for sur-
vivors of certain service-connected disabled
veterans, and for other purposes.

There being no objection, the Senate
proceeded to consider the bill which
had been reported from the Committee
on Veterans’ Affairs, with an amend-
ment; as follows:

(The part of the bill intended to be strick-
en are shown in boldface brackets and the
part of the bill intended to be inserted are
shown in italic.)

S. 2273

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 ‘‘Veterans’
Compensation Cost-of-Living Adjustment
Act of 1998”.

SEC. 2. INCREASE IN COMPENSATION RATES AND
LIMITATIONS.

(a) IN GENERAL.—(1) The Secretary of Vet-
erans Affairs shall, as provided in paragraph
(2), increase, effective December 1, 1998, the
rates of and limitations on Department of
Veterans Affairs disability compensation
and dependency and indemnity compensa-
tion.

(2) The Secretary shall increase each of the
rates and limitations in sections 1114, 1115(1),
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1162, 1311, 1313, and 1314 of title 38, United
States Code, that were increased by the
amendments made by the Veterans’ Com-
pensation Rate Amendments of 1997 (Public
Law 105-98; 111 Stat. 2155). This increase
shall be made in such rates and limitations
as in effect on November 30, 1998, and shall
be by the same percentage that benefit
amounts payable under title II of the Social
Security Act (42 U.S.C. 401 et seq.) are in-
creased effective December 1, 1998, as a result
of a determination under section 215(i) of
such Act (42 U.S.C. 415(1)).

(3) In the computation of increased dollar
amounts pursuant to paragraph (2), any
amount which as so computed is not an even
multiple of $1 shall be rounded to the next
lower whole dollar amount.

(b) SPECIAL RULE.—The Secretary may ad-
just administratively, consistent with the
increases made under subsection (a), the
rates of disability compensation payable to
persons within the purview of section 10 of
Public Law 85-857 (72 Stat. 1263) who are not
in receipt of compensation payable pursuant
to chapter 11 of title 38, United States Code.

(c) PUBLICATION REQUIREMENT.—At the
same time as the matters specified in section
215(1)(2)(D) of the Social Security Act (42
U.S.C. 4153)(2)(D)) are required to be pub-
lished by reason of a determination made
under section 215(i) of such Act during fiscal
yvear [1998] 1999, the Secretary shall publish
in the Federal Register the rates and limita-
tions referred to in subsection (a)(2) as in-
creased under this section.

Mr. SHELBY. Mr. President, I ask
unanimous consent that the committee
amendment be agreed to, the bill be
considered read a third time, and the
Veterans’ Affairs Committee then be
discharged from further consideration
of H.R. 4110, and that the Senate then
proceed to its consideration. I further
ask unanimous consent that all after
the enacting clause be stricken and the
text of S. 2273, as amended, be inserted
in lieu thereof, the bill be read a third
time and passed, the motion to recon-
sider be laid upon the table, and that
any statement relating to the bill be
printed in the RECORD.

I finally ask that S. 2273 be placed
back on the calendar.

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

The bill (H.R. 4110), as amended, was
read for a third time and passed.

YEAR 2000 READINESS AND SMALL
BUSINESS PROGRAMS RESTRUC-
TURING AND REFORM ACT OF
1998

Mr. SHELBY. Mr. President, I ask
unanimous consent that the Senate
now proceed to the consideration of
Calendar No. 645, H.R. 3412.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

A Dbill (H.R. 3412) to amend and make tech-
nical corrections in title III of the Small
Business Investment Act.

There being no objection, the Senate
proceeded to consider the bill which
had been reported from the Committee
on Small Business, with an amendment
to strike all after the enacting clause
and inserting in lieu thereof the fol-
lowing:
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(a) SHORT TITLE—This Act may be cited as
the ““Year 2000 Readiness and Small Business
Programs Restructuring and Reform Act of
1998".
(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:
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Sec. 208. Disaster mitigation pilot program.

Sec. 209. Microloan program.

Sec. 210. Real estate appraisals.
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ital demonstration program.

Sec. 212. Technical amendments.

TITLE III—SMALL BUSINESS ENVIRON-

MENTAL ASSISTANCE PILOT PROGRAM
Sec. 301. Pilot program.

TITLE I—SMALL BUSINESS YEAR 2000
READINESS
SEC. 101. FINDINGS.

Congress finds that—

(1) the failure of many computer programs to
recognize the Year 2000 will have extreme nega-
tive financial consequences in the Year 2000 and
in subsequent years for both large and small
businesses;

(2) small businesses are well behind larger
businesses in implementing corrective changes to
their automated systems—85 percent of busi-
nesses with 200 employees or less have not com-
menced inventorying the changes they must
make to their automated systems to avoid Year
2000 problems;

(3) many small businesses do not have access
to capital to fix mission critical automated sys-
tems; and

(4) the failure of a large number of small busi-
nesses will have a highly detrimental effect on
the economy in the Year 2000 and in subsequent
years.

SEC. 102. YEAR 2000 COMPUTER PROBLEM LOAN
GUARANTEE PROGRAM.

(a) PROGRAM ESTABLISHED.—Section 7(a) of
the Small Business Act (15 U.S.C. 636(a)) is
amended by adding at the end the following:

“(27) YEAR 2000 COMPUTER PROBLEM PILOT
PROGRAM.—

‘““(A) DEFINITIONS.—In this paragraph—

““(i) the term ‘eligible lender’ means any lend-
er designated by the Administration as eligible
to participate in—

‘““(I) the Preferred Lenders Program author-
ized by the proviso in section 5(b)(7); or

‘“(I1I) the Certified Lenders Program author-
ized in paragraph (19); and

‘““(ii) the term ‘Year 2000 computer problem’
means, with respect to information technology,
any problem that prevents the information tech-
nology from accurately processing, calculating,
comparing, or sequencing date or time data—

“(I) from, into, or between—

“(aa) the 20th or 21st centuries; or

““(bb) the years 1999 and 2000; or

“(11) with regard to leap year calculations.

‘““(B) ESTABLISHMENT OF PROGRAM.—The Ad-
ministration shall—

‘(i) establish a pilot loan guarantee program,
under which the Administration shall guarantee
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loans made by eligible lenders to small business
concerns in accordance with this subsection;
and

““(ii) notify each eligible lender of the estab-
lishment of the program under this paragraph.

““(C) USE OF FUNDS.—A small business concern
that receives a loan guaranteed under this para-
graph shall use the proceeds of the loan solely
to address the Year 2000 computer problems of
that small business concern, including the re-
pair or acquisition of information technology
systems and other automated systems.

“(D) MAXIMUM AMOUNT.—The total amount
of a loan made to a small business concern and
guaranteed under this paragraph shall not ex-
ceed $50,000.

““(E) GUARANTEE LIMIT.—The guarantee per-
centage of a loan guaranteed under this para-
graph shall not exceed 50 percent of the balance
of the financing outstanding at the time of dis-
bursement of the loan.

‘““(F) REPORT.—The Administration shall an-
nually submit to the Committees on Small Busi-
ness of the House of Representatives and the
Senate a report on the results of the program
under this paragraph, which shall include in-
formation relating to—

“(i) the number and amount of loans guaran-
teed under this paragraph;

““(ii) whether the loans guaranteed were made
to repair or replace information technology and
other automated systems; and

““(iii) the number of eligible lenders partici-
pating in the program.”’.

(b) REGULATIONS.—

(1) IN GENERAL.—Not later than 60 days after
the date of enactment of this Act, the Adminis-
trator of the Small Business Administration
shall implement the program under section
7(a)(27) of the Small Business Act, as added by
this section.

(2) REQUIREMENTS.—Except to the extent in-
consistent this section or section 7(a)(27) of the
Small Business Act, as added by this section, in
carrying out paragraph (1), the Administrator
shall ensure that the requirements governing the
program under section 7(a)(27) of the Small
Business Act, as added by this section, are sub-
stantially similar to the requirements governing
the FASTRAK pilot program of the Small Busi-
ness Administration, or any Successor program
or pilot program to that pilot program.

(c) REPEAL.—Effective on October 1, 2001, this
section and the amendment made by this section
are repealed.

SEC. 103. PILOT PROGRAM REQUIREMENTS.

Section 7(a)(25) of the Small Business Act (15
U.S.C. 636(a)(25)) is amended by adding at the
end the following:

‘(D) NOTIFICATION OF CHANGE.—Not later
than 30 days prior to initiating any pilot pro-
gram or making any change in a pilot program
under this subsection that may affect the sub-
sidy rate estimates for the loan program under
this subsection, the Administration shall notify
the Committees on Small Business of the House
of Representatives and the Senate, which notifi-
cation shall include—

‘(i) a description of the proposed change; and

“(ii) an explanation, which shall be developed
by the Administration in consultation with the
Director of the Office of Management and
Budget, of the estimated effect that the change
will have on the subsidy rate.

“(E) REPORT ON PILOT PROGRAMS.—The Ad-
ministration shall annually submit to the Com-
mittees on Small Business of the House of Rep-
resentatives and the Senate a report on each
pilot program under this subsection, which re-
port shall include information relating to—

‘(i) the mumber and amount of loans made
under the pilot program;

““(ii) the mumber of lenders participating in
the pilot program; and

““(iii) the default rate, delinquency rate, and
recovery rate for loans under each pilot pro-
gram, as compared to those rates for other loan
programs under this subsection.”.
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SEC. 104. SECTION 7(a) LOAN PROGRAM.

Section 7(a) of the Small Business Act (15
U.S.C. 636(a)) is amended, in the first sentence,
by inserting ‘“‘and to assist small business con-
cerns in meeting technology requirements for the
Year 2000,” after “‘and working capital,”.

TITLE II—SMALL BUSINESS PROGRAM

RESTRUCTURING AND REFORM
SEC. 201. WOMEN’S BUSINESS CENTER PROGRAM.

(a) FINDINGS.—Congress finds that—

(1) with small business concerns owned and
controlled by women being created at a rapid
rate in the United States, there is a need to in-
crease the authorization level for the women’s
business center program under section 29 of the
Small Business Act (15 U.S.C. 656) in order to es-
tablish additional women’s business center sites
throughout the Nation that focus on entrepre-
neurial training programs for women; and

(2) increased funding for the women’s busi-
ness center program will ensure that—

(4) new women’s business center sites can be
established to reach women located in geo-
graphic areas not presently served by an exist-
ing women’s business center without jeopard-
izing the full funding of existing women’s busi-
ness centers for the term prescribed by law; and

(B) the Small Business Administration
achieves the goal of establishing at least 1 sus-
tainable women’s business center in each State.

(b) AUTHORIZATION OF APPROPRIATIONS.—

(1) IN GENERAL.—Section 29(k)(1) of the Small
Business Act (15 U.S.C. 656(k)(1)) is amended to
read as follows:

‘(1) AUTHORIZATION.—There is authoriced to
be appropriated to carry out this section,
$12,000,000 for fiscal year 1999 and each fiscal
year thereafter.”.

(2) EFFECTIVE DATE.—The amendment made
by this subsection shall take effect on October 1,
1998.

(¢) TERMS OF ASSISTANCE.—

(1) IN GENERAL.—Section 308(b) of the Small
Business Reauthorization Act of 1997 (15 U.S.C.
656 note) is amended—

(A) by striking ““(b)” and all that follows
through ‘“‘paragraph (2), any organization’ and
inserting the following:

““(b) APPLICABILITY.—Any organization’’; and

(B) by striking paragraph (2).

(2) EFFECTIVE DATE.—The amendment made
by this subsection shall take effect as if included
in the enactment of the Small Business Reau-
thorization Act of 1997.

(d) GENERAL ACCOUNTING OFFICE REPORTING
REQUIREMENTS.—

(1) BASELINE REPORT.—Not later than October
31, 1999, the Comptroller General of the United
States shall—

(A) conduct a review of the administration of
the women’s business center program under sec-
tion 29 of the Small Business Act (15 U.S.C. 656)
by the Office of Women’s Business Ownership of
the Small Business Administration, which shall
include an analysis of—

(i) the operation of the women’s business cen-
ter program by the Administration;

(ii) the efforts of the Administration to meet
the legislative objectives established for the pro-
gram;

(iii) the oversight role of the Administration of
the operations of women’s business centers;

(iv) the training and assistance provided by
centers receiving funding from the Administra-
tion as compared to the activities of the centers
that no longer receive funding from the Admin-
istration;

(v) the degree to which—

(I) the Administration has taken the actions
necessary to ensure that the annual report sub-
mitted by the Administrator under 29(j) of the
Small Business Act (15 U.S.C. 656(j)) meets the
requirements of that section; and

(II) the annual report submitted by the Ad-
ministrator under 29(j) of the Small Business
Act (15 U.S.C. 656(7)) meets the requirements of
that section; and
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(vi) any other matters that the Comptroller
General determines to be appropriate in con-
sultation with and as directed by the Commit-
tees on Small Business of the Senate and House
of Representatives; and

(B) submit to the Committees on Small Busi-
ness of the Senate and House of Representatives
a report describing the results of the review
under subparagraph (A).

(2) FOLLOWUP REPORT.—Not later than Octo-
ber 31, 2002, the Comptroller General of the
United States shall—

(4) conduct a review of any changes, during
the period beginning on the date on which the
report is submitted under paragraph (1)(B) and
ending on the date on which the report is sub-
mitted under subparagraph (B) of this para-
graph, in the administration of the women’s
business center program under section 29 of the
Small Business Act (15 U.S.C. 656) by the Office
of Women’s Business Ownership of the Small
Business Administration, which shall include an
analysis of any changes during that period in—

(i) the operation of the women’s business cen-
ter program by the Administration;

(ii) the efforts of the Administration to meet
the legislative objectives established for the pro-
gram;

(iii) the oversight role of the Administration of
the operations of women’s business centers;

(iv) the training and assistance provided by
centers receiving funding from the Administra-
tion as compared to the activities of the centers
that no longer receive funding from the Admin-
istration;

(v) the degree to which—

(I) the Administration has taken the actions
necessary to ensure that the annual report sub-
mitted by the Administrator under 29(j) of the
Small Business Act (15 U.S.C. 656(j)) meets the
requirements of that section; and

(II) the annual report submitted by the Ad-
ministrator under 29(j) of the Small Business
Act (15 U.S.C. 656(7)) meets the requirements of
that section; and

(vi) any other matters that the Comptroller
General determines to be appropriate in con-
sultation with and as directed by the Commit-
tees on Small Business of the Senate and House
of Representatives; and

(B) submit to the Committees on Small Busi-
ness of the Senate and House of Representatives
a report describing the results of the review
under subparagraph (A).

SEC. 202. SBIR PROGRAM.

(a) ASSISTIVE TECHNOLOGY.—Section 9(c) of
the Small Business Act (15 U.S.C. 638(c)) is
amended by adding at the end the following:
“In order to carry out the purposes of this sec-
tion, the Administration shall, to the maximum
extent practicable, encourage Federal agencies
to fund programs for the research and develop-
ment of assistive and universally designed tech-
nology that is designed to result in the avail-
ability of new products for individuals with dis-
abilities (as defined in section 3 of the Ameri-
cans with Disabilities Act of 1990 (42 U.S.C.
12102)).”.

(b) FEDERAL AGENCY EXPENDITURES FOR THE
SBIR PROGRAM.—Section 9(f)(1) of the Small
Business Act (15 U.S.C. 638(f)(1)) is amended by
adding at the end the following: ‘‘Notwith-
standing any other provision of law, any rule,
regulation, or order promulgated by the Director
of the Office of Management and Budget relat-
ing to the definition of the term ‘extramural
budget’ in subsection (e)(1) shall, except with re-
spect to the Federal agencies specifically identi-
fied in that subsection, apply uniformly to all
departments and agencies of the Federal Gov-
ernment that are subject to the requirements of
this section.”.

(¢) IMPLEMENTATION OF OUTREACH AUTHORI-
TIES.—Existing procurement outreach activities
of the Federal Government, including, but not
limited to, electronic commerce resource centers
and procurement technical assistance centers,
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shall conduct program outreach activities for
the Small Business Innovation Research pro-
gram using funds that are otherwise available
for such existing procurement outreach activi-
ties.

(d) REPEAL OF TERMINATION PROVISION.—Sec-
tion 9 of the Small Business Act (15 U.S.C. 638)
is amended by striking subsection (m) and in-
serting the following:

“‘(m) [Reserved].”’.

SEC. 203. SBIC PROGRAM.

(a) IN GENERAL.—Section 308(i)(2) of the Small
Business Investment Act of 1958 (15 U.S.C.
687(i)(2)) is amended by adding at the end the
following: “‘In this paragraph, the term ‘inter-
est’ includes only the maximum mandatory sum,
expressed in dollars or as a percentage rate, that
is payable with respect to the business loan
amount received by the small business concern,
and does not include the value, if any, of con-
tingent obligations, including warrants, royalty,
or conversion rights, granting the small business
investment company an ownership interest in
the equity or future revenue of the small busi-
ness concern receiving the business loan.”’.

(b) FUNDING LEVELS.—Section 20 of the Small
Business Act (15 U.S.C. 631 note) is amended—

(1) in subsection (d)(1)(C)(i), by striking
3800,000,000”° and inserting $1,000,000,000°’;
and

(2) in subsection (e)(1)(C)(i), by striking

‘$900,000,000”° and inserting ‘‘$1,200,000,000"°.

(¢) TECHNICAL CORRECTIONS.—Title III of the
Small Business Investment Act of 1958 (15 U.S.C.
661 et seq.) is amended—

(1) in section 303(g) (15 U.S.C. 683(g)), by
striking paragraph (13);

(2) in section 308 (15 U.S.C. 687) by adding at
the end the following:

“(j) For the purposes of sections 304 and 305,
in any case in which an incorporated or unin-
corporated business is not required by law to
pay Federal income taxes at the enterprise level,
but is required to pass income through to its
shareholders or partners, an eligible small busi-
ness or smaller enterprise may be determined by
computing the after-tax income of such business
by deducting from the net income an amount
equal to the net income multiplied by the com-
bined marginal Federal and State income tax
rate for corporations.’’; and

(3) in section 320 (15 U.S.C. 687m), by striking
“6”’ and inserting “‘12”’.

SEC. 204. CERTIFIED DEVELOPMENT COMPANY
PROGRAM.

(a) LIQUIDATION AND FORECLOSURE.—Title V
of the Small Business Investment Act of 1958 (15
U.S.C. 695 et seq.) is amended by adding at the
end the following:

“SEC. 510. FORECLOSURE AND LIQUIDATION OF
LOANS.

““(a) IN GENERAL.—The Administration shall
authorice qualified State and local development
companies (as defined in section 503(e)) that
meet the requirements of subsection (b) to fore-
close and liquidate loans in their portfolios that
are funded with the proceeds of debentures
guaranteed by the Administration under section
503.

““(b) REQUIREMENTS.—The requirements of
this subsection are that—

“(1) the qualified State or local development
company—

“(A) participated in the loan liquidation pilot
program established by section 204 of the Small
Business Programs Improvement Act of 1996 (15
U.S.C. 695 note), as in effect on the day before
the promulgation of final regulations by the Ad-
ministration implementing this section;

“(B) is participating in the Premier Certified
Lenders Program under section 508; or

“(C) is participating in the Accredited Lend-
ers Program under section 507 and meets the re-
quirements of paragraph (2)(B); or

“(2)(A) during the 3 most recent fiscal years,
the qualified State or local development com-
pany has made an average of not less than 10
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loans per year that are funded with the pro-
ceeds of debentures guaranteed under section
503; and

‘““(B) 1 or more of the employees of the quali-
fied State or local development company have—

‘(i) not less than 2 years of substantive, deci-
sion-making experience in administering the lig-
uidation and workout of problem loans secured
in a manner substantially similar to loans fund-
ed with the proceeds of debentures guaranteed
under section 503; and

‘“‘(ii)) completed a training program on loan
liquidation developed by the Administration in
conjunction with qualified State and local de-
velopment companies that meet the requirements
of this subsection.

““(c) AUTHORITY OF DEVELOPMENT COMPA-
NIES.—

‘““(1) IN GENERAL.—Each qualified State or
local development company authorized to fore-
close and liquidate loans under this section
shall, with respect to any loan described in sub-
section (a) in the portfolio of the development
company that is in default—

“(A) perform all liquidation and foreclosure
functions, including the purchase of any other
indebtedness secured by the property securing
the loan, in a reasonable and sound manner
and according to commercially accepted prac-
tices, pursuant to a liquidation plan, which
shall be approved in advance by the Administra-
tion in accordance with paragraph (2)(4);

“(B) litigate any matter relating to the per-
formance of the functions described in subpara-
graph (A), except that the Administration may—

““(i) assume the defense or prosecution of any
case if—

“(I) the outcome of the litigation may ad-
versely affect the Administration’s management
of the loan program established under section
502; or

“(1I) the Administration is entitled to legal
remedies not available for a qualified State or
local development company and such remedies
will benefit either the Administration or the
qualified State or local development company in
such litigation,; or

“‘(ii) oversee the conduct of any such litiga-
tion to which the qualified State or local devel-
opment company is a party; and

‘“(C) take other appropriate actions to miti-
gate loan losses in lieu of total liquidation or
foreclosure, including restructuring the loan,
which such actions shall be in accordance with
prudent loan servicing practices and pursuant
to a workout plan, which shall be approved in
advance by the Administration in accordance
with paragraph (2)(C).

““(2) ADMINISTRATION APPROVAL.—

‘“(A) LIQUIDATION PLAN.—

‘““(i) IN GENERAL.—In carrying out paragraph
(1), a qualified State or local development com-
pany shall submit to the Administration a pro-
posed liquidation plan.

“(it) TIMING.—Any request under this sub-
paragraph shall be approved or denied by the
Administration not later than 15 business days
after the date on which the request is received
by the Administration. If the Administration
does not approve or deny a request for approval
of a liquidation plan before the expiration of the
15-business day period beginning on the date on
which the request is received by the Administra-
tion, the Administration shall notify the quali-
fied State or local development company, in
writing, of the specific concerns of the Adminis-
tration within that 15-business day period.

““(iii) ROUTINE ACTIONS.—A routine action
under a liquidation plan approved in accord-
ance with this subparagraph shall not require
additional approval by the Administration.

““(B) PURCHASE OF INDEBTEDNESS.—

“(i) IN GENERAL.—In carrying out paragraph
(1)(A), a qualified State or local development
company shall submit to the Administration a
request for written approval from the Adminis-
tration before committing the Administration to
purchase any other indebtedness secured by the
property securing the loan at issue.
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““(ii)) TIMING.—Any request under this sub-
paragraph shall be approved or denied by the
Administration not later than 15 business days
after the date on which the request is received
by the Administration. If the Administration
does not approve or deny a request for purchase
of indebtedness before the expiration of the 15-
business day period beginning on the date on
which the request is received by the Administra-
tion, the Administration shall notify the quali-
fied State or local development company, in
writing, of the specific concerns of the Adminis-
tration within that 15-business day period.

“(C) WORKOUT PLAN.—

““(i) IN GENERAL.—In carrying out paragraph
(1)(C), a qualified State or local development
company may submit to the Administration a
proposed workout plan.

““(ii) TIMING.—Any request under this sub-
paragraph shall be approved or denied by the
Administration not later than 15 business days
after the date on which the request is received
by the Administration. If the Administration
does not approve or deny a request for approval
of a proposed workout plan before the expira-
tion of the 15-business day period beginning on
the date on which the request is received by the
Administration, the Administration shall notify
the qualified State or local development com-
pany, in writing, of the specific concerns of the
Administration within that 15-business day pe-
riod.

‘(D) COMPROMISE OF INDEBTEDNESS.—In car-
rying out paragraph (1)(A), a qualified State or
local development company may—

‘(i) consider an offer made by an obligor to
compromise the debt for less than the full
amount owing; and

“(ii) pursuant to such an offer, release any
obligor or other party contingently liable, if—

‘(1) the State or local development company
submits to the Administration a written request
for that release; and

‘“(II) the Administration approves the request.

““(3) CONFLICT OF INTEREST.—A qualified State
or local development company that is liqui-
dating or foreclosing a loan under this section
shall not take any action that would result in
an actual or apparent conflict of interest be-
tween the qualified State or local development
company, or any employee thereof, and any
third party lender, associate of a third party
lender, or any other person participating in any
manner in the liquidation or foreclosure of the
loan.

“‘(d) SUSPENSION OR REVOCATION OF AUTHOR-
ITY.—The authority of a qualified State or local
development company to foreclose and liquidate
loans under this section may be suspended or re-
voked by the Administration, if the Administra-
tion determines that the qualified State or local
development company—

‘““(1) does not meet the requirements of sub-
section (b);

‘“(2) has failed to adhere to any applicable
rule or regulation of the Administration, or has
violated any other applicable provision of law;
or

“(3) fails to comply with any reporting re-
quirement that may be established by the Ad-
ministration relating to the liquidation and fore-
closure of loans.

““(e) REPORT.—

‘(1) IN GENERAL.—Based on information pro-
vided by the qualified State and local develop-
ment companies and the Administration, the
Administration shall annually submit to the
Committees on Small Business of the House of
Representatives and the Senate a report on the
results of the delegation of authority to quali-
fied State and local development companies to
liquidate and foreclose loans under this section.

“(2) INFORMATION INCLUDED.—Each report
under this paragraph shall include the fol-
lowing information:

‘“(A) With respect to each qualified State or
local development company authorized to fore-
close and liquidate loans under this section, and
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in the aggregate, for each loan foreclosed or lig-
uidated by the qualified State or local develop-
ment company, or for which loan losses were
otherwise mitigated by the qualified State or
local development company pursuant to a work-
out plan under this section—

‘(i) the total cost of each project financed
with the loan;

“‘(ii) the total original dollar amount guaran-
teed by the Administration;

“‘(iii) the total dollar amount of the loan at
the time transferred into liquidation, fore-
closure, or mitigation;

“(iv) the total dollar losses resulting from the
liquidation, foreclosure, or mitigation; and

“(v) the total recoveries resulting from the liq-
uidation, foreclosure, or mitigation, both as a
percentage of the amount guaranteed and the
total cost of the project financed.

“(B) A comparison between—

‘(i) the information described in clauses (i)
through (v) of subparagraph (A) with respect to
loans foreclosed and liquidated, or for which
loan losses were otherwise mitigated pursuant to
a workout plan, by qualified State and local de-
velopment companies under this section during
the 12-month period preceding the date on
which the report is submitted; and

“(ii) the same information with respect to
loans foreclosed and liquidated by the Adminis-
tration during that period.

“(C) The number of times that the Adminis-
tration has failed to approve or deny a request
for written approval of a liquidation plan, pur-
chase of indebtedness, or workout plan within
the time periods described in subparagraphs (A),
(B), and (C) of subsection (c)(2).”.

(b) REGULATIONS.—

(1) IN GENERAL.—Not later than 150 days after
the date of enactment of this Act, the Adminis-
trator of the Small Business Administration
shall promulgate such regulations as may be
necessary to carry out section 510 of the Small
Business Investment Act of 1958, as added by
subsection (a) of this section.

(2) ELIMINATION OF PILOT PROGRAM.—Effec-
tive on the date on which final regulations are
promulgated under paragraph (1), section 204 of
the Small Business Programs Improvement Act
of 1996 (15 U.S.C. 695 note) is repealed.

(c) PUBLIC PoLICY GoALS.—Section
501(d)(3)(C) of the Small Business Investment
Act of 1958 (15 U.S.C. 695(d)(3)(C)) is amended
by inserting ‘‘or women-owned business develop-
ment’’ before the comma.

SEC. 205. SMALL BUSINESS FEDERAL CONTRACT
SET-ASIDES.

Section 15(h) of the Small Business Act (15
U.S.C. 644(h)) is amended—

(1) by redesignating paragraphs (2) and (3) as
paragraphs (3) and (4), respectively;

(2) by inserting after paragraph (1) the fol-
lowing:

“(2)(A) Not later than 180 days after the last
day of each fiscal year, based on the reports
submitted under paragraph (1) for that fiscal
year, the Administration shall submit to the
Committees on Small Business of the House of
Representatives and the Senate a report, which
shall include—

‘(i) the information required by paragraph
(3);
““(ii) a detailed description of the procurement
data that is included in the reports submitted
under paragraph (1) for that fiscal year, which
shall identify—

“(I) any data on contracts from Federal agen-
cies that is excluded from those reports, accom-
panied by an explanation for such exclusion;
and

“(II) each Federal agency that has submitted
a report that deviates from the requirements of
paragraphs (3) and (4), accompanied by an ex-
planation of the reasons for each such devi-
ation;

““(iii) a detailed description of any change in
statistical methodology wused by any Federal
agency that is reflected in any statistic in the
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report submitted under paragraph (1) for that
fiscal year, including any inclusion or exclusion
of the value of any contracts or types of con-
tracts in any statistic represented by the Federal
agency in the report submitted under paragraph
(1) as the total value of contracts or sub-
contracts awarded by the Federal agency or as
the total value of contracts or subcontracts
awarded to small business concerns; and

“‘(iv) with respect to each change in statistical
methodology by a Federal agency described in
clause (iii), a separate calculation (which shall
be provided to the Administration by the Fed-
eral agency) of the total value of contracts for
that fiscal year, using the statistical method-
ology used by the Federal agency during each of
the 2 preceding fiscal years.

‘“(B)(i) Not less than 45 days before issuing
any waiver or permissive letter allowing any
Federal agency or group of agencies to make
any change in statistical methodology described
in subparagraph (A)(iii), the Administration
shall submit to the Committees on Small Busi-
ness of the House of Representatives and the
Senate, and to the Chief Counsel for Advocacy
of the Administration, a copy of that waiver or
letter.

‘“‘(ii) Not later than 30 days after the submis-
sion of a waiver or letter under clause (i), the
Chief Counsel for Advocacy of the Administra-
tion shall submit to the Committees on Small
Business of the House of Representatives and
the Senate, and to each affected Federal agen-
cy, the written comments of the Chief Counsel
regarding the appropriateness of the decision of
the Administration to issue the waiver or let-
ter.”’; and

(3) in paragraph (4), as redesignated, by strik-
ing ‘“‘paragraph (2)” and inserting ‘‘paragraphs
(2) and (3)”.

SEC. 206. ASSISTANCE FOR VETERANS.

(a) DEFINITIONS.—Section 3 of the Small Busi-
ness Act (15 U.S.C. 632) is amended by adding at
the end the following:

““(q) DEFINITIONS RELATING TO VETERANS.—In
this Act:

‘(1) SERVICE-DISABLED VETERAN.—The term
‘service-disabled veteran’ means a veteran with
a disability that is service-connected (as defined
in section 101(16) of title 38, United States
Code).

““(2) SMALL BUSINESS CONCERN OWNED AND
CONTROLLED BY SERVICE-DISABLED VETERANS.—
The term ‘small business concern owned and
controlled by service-disabled veterans’ means a
small business concern—

“(A) mot less than 51 percent of which is
owned by 1 or more service-disabled veterans or,
in the case of any publicly owned business, not
less than 51 percent of the stock of which is
owned by 1 or more service-disabled veterans;
and

‘“(B) the management and daily business oper-
ations of which are controlled by 1 or more serv-
ice-disabled veterans.

“(3) SMALL BUSINESS CONCERN OWNED AND
CONTROLLED BY VETERANS.—The term ‘small
business concern owned and controlled by vet-
erans’ means a small business concern—

“(A) mot less than 51 percent of which is
owned by 1 or more veterans or, in the case of
any publicly owned business, not less than 51
percent of the stock of which is owned by 1 or
more veterans; and

‘““(B) the management and daily business oper-
ations of which are controlled by 1 or more vet-
erans.

‘““(4) VETERAN.—The term ‘veteran’ has the
meaning given the term in section 101(2) of title
38, United States Code.”’.

(b) OFFICE OF VETERANS BUSINESS DEVELOP-
MENT.—

(1) ASSOCIATE ADMINISTRATOR FOR VETERANS
BUSINESS DEVELOPMENT.—Section 4(b)(1) of the
Small Business Act (15 U.S.C. 633(b)(1)) is
amended—

(A) in the fifth sentence, by striking ‘‘four”
and inserting ‘“5”’; and
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(B) by inserting after the fifth sentence the
following: ““One shall be the Associate Adminis-
trator for Veterans Business Development, who
shall administer the Office of Veterans Business
Development established under section 32.”".

(2) ESTABLISHMENT OF OFFICE.—The Small
Business Act (15 U.S.C. 631 et seq.) is amended—

(A) by redesignating section 32 as section 33;
and

(B) by inserting after section 31 the following:
“SEC. 32. VETERANS PROGRAMS.

““(a) OFFICE OF VETERANS BUSINESS DEVELOP-
MENT.—

‘““(1) ESTABLISHMENT.—There is established in
the Administration an Office of Veterans Busi-
ness Development, which shall be administered
by the Associate Administrator for Veterans
Business Development (in this section referred
to as the ‘Associate Administrator’) appointed
under section 4(b)(1).

““(2) ASSOCIATE ADMINISTRATOR FOR VETERANS
BUSINESS DEVELOPMENT.—The Associate Admin-
istrator shall be—

‘““(A) a career appointee in the competitive
service or in the Senior Executive Service; and

‘““(B) responsible for the formulation and exe-
cution of the policies and programs of the Ad-
ministration that provide assistance to small
business concerns owned and controlled by vet-
erans and small business concerns owned and
controlled by service-disabled veterans.

“(b) ADVISORY COMMITTEE ON VETERANS
BUSINESS AFFAIRS.—

““(1) IN GENERAL.—There is established an ad-
visory committee to be known as the Advisory
Committee on Veterans Business Affairs (in this
subsection referred to as the ‘Committee’), which
shall serve as an independent source of advice
and policy recommendations to the Adminis-
trator (through the Associate Administrator), to
Congress, and to the President.

““(2) MEMBERSHIP.—

‘““(A) IN GENERAL.—The Committee shall be
composed of 15 members, each of whom shall be
appointed by the Administrator, of whom—

“(i) 8 shall be veterans who are owners of
small business concerns; and

““(it) 7 shall be representatives of national vet-
erans service organizations.

““(B) POLITICAL AFFILIATION.—Not more than
8 members of the Committee shall be of the same
political party as the President.

“(C) PROHIBITION ON FEDERAL EMPLOY-
MENT.—No member of the Committee may be an
officer or employee of the Federal Government.
If any member of the Committee commences em-
ployment as an officer or employee of the Fed-
eral Government after the date on which the
member is appointed to the Committee, the mem-
ber may continue to serve as a member of the
Committee for not more than 30 days after the
date on which the member commences employ-
ment as such an officer or employee.

‘(D) SERVICE TERM.—Each member of the
Committee shall serve for a term of 3 years.

““(E) VACANCIES.—Not later than 30 days after
the date on which a vacancy in the membership
of the Committee occurs, the vacancy be filled in
the same manner as the original appointment.

“(F) CHAIRPERSON.—The Committee shall se-
lect a Chairperson from among the members of
the Committee. Any vacancy in the office of the
Chairperson of the Committee shall be filled by
the Committee at the first meeting of the Com-
mittee following the date on which the vacancy
occurs.

“(G) INITIAL APPOINTMENTS.—Not later than
60 days after the date of enactment of this Act,
the Administrator shall appoint the initial mem-
bers of the Committee.

““(3) DUTIES.—The Committee shall—

‘““(A) review, coordinate, and monitor plans
and programs developed in the public and pri-
vate sectors, that affect the ability of veteran-
owned business enterprises to obtain capital and
credit;

““(B) promote and assist in the development of
business information and surveys relating to
veterans;
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“(C) monitor and promote the plans, pro-
grams, and operations of the departments and
agencies of the Federal Government that may
contribute to the establishment and growth of
veteran’s business enterprises;

“(D) develop and promote new initiatives,
policies, programs, and plans designed to foster
veteran’s business enterprises; and

‘“(E) advise and assist in the design of a com-
prehensive plan, which shall be updated annu-
ally, for joint public-private sector efforts to fa-
cilitate growth and development of veteran’s
business enterprises.

““(4) POWERS.—

““(A) HEARINGS.—The Committee may hold
such hearings, sit and act at such times and
places, take such testimony, and receive such
evidence as the Committee considers advisable to
carry out the duties of the Committee under this
subsection.

“(B) INFORMATION FROM FEDERAL AGENCIES.—
The Committee may secure directly from any de-
partment or agency of the Federal Government
such information as the Committee considers to
be necessary to carry out the duties of the Com-
mittee under this subsection. Upon request of
the Chairperson of the Committee, the head of
such department or agency shall furnish such
information to the Committee.

““(C) POSTAL SERVICES.—The Committee may
use the United States mails in the same manner
and under the same conditions as other depart-
ments and agencies of the Federal Government.

“(D) GIFTS.—The Committee may accept, use,
and dispose of gifts or donations of services or
property.

““(5) MEETINGS.—

‘““(A) IN GENERAL.—The Committee shall meet
not less than biannually at the call of the
Chairperson, and otherwise upon the request of
the Administrator.

““(B) LOCATION.—Each meeting of the full
Committee shall be held at the headquarters of
the Administration located in Washington, Dis-
trict of Columbia. The Administrator shall pro-
vide suitable meeting facilities and such admin-
istrative support as may be necessary for each
meeting of the Committee.

““(6) PERSONNEL MATTERS.—

“(A) NO COMPENSATION.—Members of the
Committee shall serve without compensation for
their services to the Committee.

‘““(B) TRAVEL EXPENSES.—The members of the
Committee shall be reimbursed for travel and
subsistence expenses in the same manner and to
the same extent as members of advisory boards
and committees under section 8(b)(13).

‘““(c) SCORE PROGRAM.—The Administrator
shall enter into a memorandum of under-
standing with the Service Core of Retired Execu-
tives (in this subsection referred to as ‘SCORE’)
participating in the program wunder section
8(b)(1)(B) for—

“(1) the appointment by SCORE in its na-
tional office of a National Veterans Business
Coordinator, whose exclusive duties shall be
those relating to veterans’ business matters, and
who shall be responsible for the establishment
and administration of a program to provide en-
trepreneurial counseling and training to wvet-
erans through the chapters of SCORE through-
out the United States;

“(2) the establishment and maintenance of a
toll-free telephone number and an Internet
website to provide access for veterans to infor-
mation about the entrepreneurial services avail-
able to veterans through SCORE; and

“(3) the collection of statistics concerning
services provided by SCORE to veterans and
service-disabled veterans and the inclusion of
those statistics in each annual report published
by the Administrator under section 4(b)(2)(B).

““(d) ANNUAL REPORT.—Beginning on March
31, 2000, and on March 31 of each year there-
after, the Administrator shall submit to the
Committees on Small Business of the House of
Representative and the Senate a report on the
needs of small business concerns owned by con-
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trolled by veterans and small business concerns
owned and controlled by service-disabled wvet-
erans, which shall include—

‘“(1) the availability of programs of the Ad-
ministration for and the degree of utilization of
those programs by those small business concerns
during the 12-month period preceding the date
on which the report is submitted;

‘““(2) the percentage and dollar value of Fed-
eral contracts awarded to those small business
concerns during the 12-month period preceding
the date on which the report is submitted; and

‘“(3) proposed methods to improve delivery of
all Federal programs and services that could
benefit those small business concerns.

“(e) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to carry
out this section 32,500,000 for each fiscal year.”’.

(c) OFFICE OF ADVOCACY.—Section 202 of Pub-
lic Law 94-305 (15 U.S.C. 634b) is amended—

(1) in paragraph (10), by striking ‘“‘and’ at
the end;

(2) in paragraph (11), by striking the period at
the end and inserting ‘‘; and’’; and

(3) by adding at the end the following:

‘“(12) evaluate the efforts of each Federal
agency and of private industry to assist small
business concerns owned and controlled by vet-
erans and small business concerns owned and
controlled by service-disabled wveterans, and
make appropriate recommendations to the Ad-
ministrator and to Congress in order to promote
the establishment and growth of those small
business concerns.”’.

(a) MICROLOAN PROGRAM.—Section
7(m)(1)(A)(i) of the Small Business Act (15
U.S.C. 636(m)(1)(A)(i)) is amended by striking
“low-income, and’ and inserting ‘‘low-income
individuals, veterans,’’.

SEC. 207. SECTION 7(a) LOAN PROGRAM.

Section 7(a)(4) of the Small Business Act (15
U.S.C. 636(a)(4)) is amended—

(1) by striking ‘(4)”’ and all that follows
through ‘‘Notwithstanding’ and inserting the
following:

‘“(4) INTEREST RATES.—Notwithstanding’’; and

(2) by striking subparagraph (B).

SEC. 208. DISASTER MITIGATION PILOT PRO-
GRAM.

(a) IN GENERAL.—Section 7(b)(1) of the Small
Business Act (15 U.S.C. 636(b)(1)) is amended—

(1) in subparagraph (B), by adding ‘“‘and’ at
the end; and

(2) by adding at the end the following:

“(C) during fiscal years 1999 through 2003, to
establish a pre-disaster mitigation program to
make such loans (either directly or in coopera-
tion with banks or other lending institutions
through agreements to participate on an imme-
diate or deferred (guaranteed) basis), as the Ad-
ministrator may determine to be mnecessary or
appropriate, to enable small businesses to install
mitigation devices or to take preventive meas-
ures to protect against disasters, in support of a
formal mitigation program established by the
Federal Emergency Management Agency, except
that no loan or guarantee shall be extended to
a small business under this subparagraph unless
the Administration finds that the small business
is otherwise unable to obtain credit for the pur-
poses described in this subparagraph;’.

(b) AUTHORIZATION OF APPROPRIATIONS.—Sec-
tion 20 of the Small Business Act (15 U.S.C. 631
note) is amended by adding at the end the fol-
lowing:

“(f) DISASTER MITIGATION PILOT PROGRAM.—
The following program levels are authorized for
loans under section 7(b)(1)(C):

‘(1) $15,000,000 for fiscal year 1999.

““(2) $15,000,000 for fiscal year 2000.

““(3) $15,000,000 for fiscal year 2001.

““(4) $15,000,000 for fiscal year 2002.

““(5) $15,000,000 for fiscal year 2003.".

(c) EVALUATION.—On January 31, 2001, the
Administrator of the Small Business Administra-
tion shall submit to the Committees on Small
Business of the House of Representatives and
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the Senate a report on the effectiveness of the
pilot program authorized by section 7(b)(1)(C) of
the Small Business Act (15 U.S.C. 636(b)(1)(C)),
as added by subsection (a) of this subsection,
which report shall include—

(1) information relating to—

(A) the areas served under the pilot program;

(B) the number and dollar value of loans
made under the pilot program; and

(C) the estimated savings to the Federal Gov-
ernment resulting from the pilot program; and

(2) other such information as the Adminis-
trator determines to be appropriate in evalu-
ating the pilot program.

SEC. 209. MICROLOAN PROGRAM.

(a) IN GENERAL.—Section 7(m) of the Small
Business Act (15 U.S.C. 636(m)) is amended—

(1) in paragraph (7)—

(A) by striking ‘“(7)” and all that follows
through ‘‘During the program’ and inserting
the following:

““(7) PROGRAM FUNDING FOR MICROLOANS.—
During the program’; and

(B) by striking subparagraph (B); and

(2) in paragraph (8)—

(A) by inserting ‘‘and providing funding to
intermediaries’’ after ‘‘program applicants’’;
and

(B) by inserting ‘“‘and provide funding to”’
after ‘‘shall select’.

(b) LOAN LOSS RESERVE.—Section 7(m)(3)(D)
of the Small Business Act (15 U.S.C.
636(m)(3)(D)) is amended—

(1) in the first sentence, by striking ‘‘The Ad-
ministrator’ and inserting the following:

‘(i) IN GENERAL.—The Administrator’’; and

(2) by striking the second sentence and insert-
ing the following:

““(ii) LEVEL OF LOAN LOSS RESERVE FUND.—

“(I) IN GENERAL.—Subject to subclause (II),
the Administration shall require the loan loss
reserve fund to be maintained at a level equal to
not more than 15 percent of the outstanding bal-
ance of the microloans owed to the inter-
mediary.

‘““(II1) REDUCTION OF LOAN LOSS RESERVE RE-
QUIREMENT.—After the initial 5 years of an
intermediary’s participation in the program
under this subsection, upon the initial request
of the intermediary made at any time after that
period, the Administrator shall annually con-
duct a review of the average annual loss rate of
the intermediary and, if the intermediary dem-
onstrates to the satisfaction of the Adminis-
trator that the average annual loss rate for the
intermediary during the preceding 5-year period
is less than 15 percent, and the Administrator
determines that no other factor exists that is
likely to impair the ability of the intermediary
to repay all obligations owed to the Administra-
tion under this subsection, the Administrator
shall reduce that annual loan loss reserve re-
quirement to reflect the actual average annual
loss rate for that intermediary during that pe-
riod, except that in no case shall the loan loss
reserve requirement for an intermediary be re-
duced to less than 10 percent of the outstanding
balance of the microloans owed to the inter-
mediary.”’.

SEC. 210. REAL ESTATE APPRAISALS.

(a) SMALL BUSINESS INVESTMENT ACT OF
1958.—Section 502(3) of the Small Business In-
vestment Act of 1958 (15 U.S.C. 696(3)) is amend-
ed by adding at the end the following:

“(F) REAL ESTATE APPRAISALS.—

““(i) LOANS EXCEEDING  $250,000.—Notwith-
standing any other provision of law, if a loan
under this section involves the use of more than
$250,000 of the loan proceeds for a real estate
transaction, prior to disbursement of the loan,
the Administrator shall require an appraisal of
the real estate by a State licensed or certified
appraiser.

““(ii)) LOANS OF $250,000 OR LESS.—Notwith-
standing any other provision of law, if a loan
under this subsection involves the use of
$250,000 or less of the loan proceeds for a real es-
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tate transaction, prior to disbursement of the
loan, the participating lender may, in accord-
ance with the policy of the participating lender
with respect to loans made without a govern-
ment guarantee, require an appraisal of the real
estate by a State licensed or certified appraiser.

““(iii) DEFINITION.—In this subparagraph, the
term ‘real estate transaction’ includes the acqui-
sition or construction of land or a building and
any improvement to land or to a building.”’.

(b) SMALL BUSINESS AcT.—Section 7(a) of the
Small Business Act (15 U.S.C. 636(a)) is amended
by adding at the end the following:

““(27) REAL ESTATE APPRAISALS.—

““(A) LOANS EXCEEDING  $250,000.—Notwith-
standing any other provision of law, if a loan
guaranteed under this subsection involves the
use of more than $250,000 of the loan proceeds
for a real estate transaction, prior to disburse-
ment of the loan, the Administrator shall re-
quire an appraisal of the real estate by a State
licensed or certified appraiser.

“(B) LOANS OF $250,000 OR LESS.—Notwith-
standing any other provision of law, if a loan
guaranteed under this subsection involves the
use of $250,000 or less of the loan proceeds for a
real estate transaction, prior to disbursement of
the loan, the participating lender may, in ac-
cordance with the policy of the participating
lender with respect to loans made without a
government guarantee, require an appraisal of
the real estate by a State licensed or certified
appraiser.

““(C) DEFINITION.—In this paragraph, the term
‘real estate transaction’ includes the acquisition
or construction of land or a building and any
improvement to land or to a building.”’.

SEC. 211. COMMUNITY DEVELOPMENT VENTURE
CAPITAL DEMONSTRATION PRO-
GRAM.

(a) FINDINGS.—Congress finds that—

(1) there is a need for the development and ex-
pansion of organizations that provide private
equity capital to smaller businesses in areas in
which equity-type capital is scarce, such as
inner cities and rural areas, in order to create
and retain jobs for low-income residents of those
areas;

(2) to invest successfully in smaller businesses,
particularly in inner cities and rural areas, re-
quires highly specialized investment and man-
agement skills;

(3) there is a shortage of professionals who
possess such skills and there are few training
grounds for individuals to obtain those skills;

(4) providing assistance to organizations that
provide specialized technical assistance and
training to individuals and organizations seek-
ing to enter or expand in this segment of the
market would stimulate small business develop-
ment and entrepreneurship in economically dis-
tressed communities; and

(5) assistance from the Federal Government
could act as a catalyst to attract investment
from the private sector and would help to de-
velop a specialiced venture capital industry fo-
cused on creating jobs, increasing business own-
ership, and generating wealth in low-income
communities.

(b) COMMUNITY DEVELOPMENT VENTURE CAP-
ITAL ACTIVITIES.—The Small Business Act (15
U.S.C. 631 et seq.) is amended—

(1) by redesignating section 33 (as redesig-
nated by section 206(b)(2) of this Act) as section
34; and

(2) by inserting after section 32 (as added by
section 206(b)(2) of this Act) the following:

“SEC. 33. COMMUNITY DEVELOPMENT VENTURE
CAPITAL ACTIVITIES.

““(a) DEFINITIONS.—In this section:

‘(1) COMMUNITY DEVELOPMENT VENTURE CAP-
ITAL ORGANIZATION.—The term ‘community de-
velopment venture capital organization’ means
a privately-controlled organization that—

“(4) has a primary mission of promoting com-
munity development in low-income communities,
as defined by the Administrator, through invest-
ment in private business enterprises; or
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‘“‘(B) administers or is in the process of estab-
lishing a community development venture cap-
ital fund for the purpose of making equity in-
vestments in private business enterprises in such
communities.

“(2) DEVELOPMENTAL ORGANIZATION.—The
term ‘developmental organization’—

“(A) means a public or private entity, includ-
ing a college or university, that provides tech-
nical assistance to community development ven-
ture capital organizations or that conducts re-
search or training in community development
venture capital investment; and

‘“(B) may include an intermediary organiza-
tion.

““(3) INTERMEDIARY ORGANIZATION.—The term
‘intermediary organization’—

‘“(A) means a private, nonprofit entity that
has—

‘(i) a primary mission of promoting commu-
nity development through investment in private
businesses in low-income communities; and

““(ii) significant prior experience in providing
technical assistance or financial assistance to
community development venture capital organi-
zations;

‘“‘‘B) may include community development
venture capital organizations.

“(b) AUTHORITY.—In order to promote the de-
velopment of community development venture
capital organications, the Administrator, may—

‘(1) enter into contracts with 1 or more devel-
opmental organizations to carry out training
and research activities under subsection (c); and

““(2) make grants in accordance with this sec-
tion—

‘“(A) to developmental organizations to carry
out training and research activities under sub-
section (c); and

“(B) to intermediary organizations to provide
intensive marketing, management, and technical
assistance and training to community develop-
ment venture capital organizations under sub-
section (d).

““(c) TRAINING AND RESEARCH ACTIVITIES.—

““(1) IN GENERAL.—Subject to paragraph (2), a
developmental organization that receives a
grant under subsection (b) shall use the funds
made available through the grant for 1 or more
of the following training and research activities:

““(A) STRENGTHENING PROFESSIONAL SKILLS.—
Creating and operating training programs to en-
hance the professional skills for individuals in
community development venture capital organi-
zations or operating private community develop-
ment venture capital funds.

““(B) INCREASING INTEREST IN COMMUNITY DE-
VELOPMENT VENTURE CAPITAL.—Creating and
operating a program to select and place students
and recent graduates from business and related
professional schools as interns with community
development venture capital organizations and
intermediary organizations for a period of up to
1 year, and to provide stipends for such interns
during the internship period.

““(C) PROMOTING ‘BEST PRACTICES’.—Orga-
nizing an annual national conference for com-
munity development venture capital organiza-
tions to discuss and share information on the
best practices regarding issues relevant to the
creation and operation of community develop-
ment venture capital organizations.

‘(D) MOBILIZING ACADEMIC RESOURCES.—Emn-
couraging the formation of 1 or more centers for
the study of community development venture
capital at graduate schools of business and
management; providing funding for the develop-
ment of materials for courses on topics in this
area; and providing funding for research on
economic, operational, and policy issues relating
to community development venture capital.

“(2) LIMITATION.—The Administrator shall
ensure that mot more than 25 percent of the
amount made available to carry out this section
is used for activities described in paragraph (1).

“(d) INTENSIVE MARKETING, MANAGEMENT,
AND TECHNICAL ASSISTANCE AND TRAINING.—An
intermediary organization that receives a grant
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under subsection (b) shall use the funds made
available through the grant to provide intensive
marketing, management, and technical assist-
ance and training to promote the development of
community development venture capital organi-
zations, which assistance may include grants to
community development venture capital organi-
zations for the start up costs and operating sup-
port of those organizations.

“(e) MATCHING REQUIREMENT.—The Adminis-
trator shall require, as a condition of any grant
made to an intermediary organization under
this section, that a matching amount equal to
the amount of such grant be provided from
sources other than the Federal Government.

‘“(f) REQUIREMENTS.—The Administrator may
promulgate such regulations as may be nec-
essary to carry out this section, which regula-
tions may take effect upon issuance.

‘“(9) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to carry
out this section a total of $20,000,000 for fiscal
years 1999 through 2002.”’.

SEC. 212. TECHNICAL AMENDMENTS.

(a) SMALL BUSINESS AcT.—Section 3(p) of the
Small Business Act (15 U.S.C. 632(p)) is amend-
ed—

(1) in paragraph (1)(A4), by inserting ‘‘located
in a metropolitan statistical area (as defined in
section 143(k)(2)(B) of the Internal Revenue
Code of 1986)’" before the semicolon;

(2) in paragraph (3)(B), by striking ‘‘;
the end and inserting a period; and

(3) in paragraph (4)—

(4) in subparagraph (A), by striking “(1)’;
and

(B) in subparagraph (B)—

(i) in clause (ii), by striking ‘“(ii)”’ and insert-
ing ‘““(1I)”’; and

(ii) in clause (i), by striking ‘‘Department of
Commerce’ and all that follows through ‘‘me-
dian household’ and inserting the following:
“Department of Commerce, is not located in a
metropolitan statistical area (as defined in sec-
tion 143(k)(2)(B) of the Internal Revenue Code
of 1986); and

““(ii)(1) in which the median household’’.

(b) SMALL BUSINESS INVESTMENT ACT OF
1958.—Section 101 of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 661 note) is amended
by striking the table of contents.

TITLE III—SMALL BUSINESS ENVIRON-

MENTAL ASSISTANCE PILOT PROGRAM
SEC. 301. PILOT PROGRAM.

The Small Business Act (15 U.S.C. 637 et seq.)
is amended by inserting after section 21A the
following:

“SEC. 21B. SMALL BUSINESS ENVIRONMENTAL
ASSISTANCE PILOT PROGRAM.

‘““(a) DEFINITIONS.—In this section:

“(1) ADVISORY COMMITTEE.—The term ‘Advi-
sory Committee’ means the Advisory Committee
on Small Business Environmental Assistance
Programs established under subsection (b).

““(2) ADVOCACY CHAIR.—The term ‘Advocacy
Chair’ means the Chair of Small Business Advo-
cacy of the Environmental Protection Agency.

“(3) ASSISTANT ADMINISTRATOR.—The term
‘Assistant Administrator’ means the Assistant
Administrator for Small Business Development
Centers of the Administration.

‘“(4) CHIEF COUNSEL.—The term ‘Chief Coun-
sel’ means the Chief Counsel of the Office of Ad-
vocacy of the Administration.

“(5) EPA ADMINISTRATOR.—The term ‘EPA
Administrator’ means the Administrator of the
Environmental Protection Agency.

““(6) PARTICIPATING SMALL BUSINESS DEVELOP-
MENT CENTER.—The term ‘participating small
business development center’ means a small
business development center selected under sub-
section (c) to participate in the demonstration
program under this section.

“(7) SMALL BUSINESS DEVELOPMENT CENTER.—
The term ‘small business development center’—

“(A) means a small business development cen-
ter established pursuant to section 21; and

or” at
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“(B) includes a consortium of 2 or more small
business development centers.

“(b) ADVISORY COMMITTEE ON SMALL BUSI-
NESS ENVIRONMENTAL ASSISTANCE PROGRAMS.—

““(1) IN GENERAL.—There is established an ad-
visory committee to be known as the Advisory
Committee on Small Business Environmental As-
sistance Programs which shall provide advice
and recommendations to the Administration, the
EPA Administrator, and Congress on the man-
ner in which to enhance existing programs de-
signed to improve the envirommental perform-
ance of small businesses.

““(2) MEMBERSHIP.—

““(A) IN GENERAL.—The Advisory Committee
shall be composed of the following members:

“(i1) 1 member shall be the Chief Counsel, who
shall serve as the Chairperson of the Advisory
Committee.

““(ii) 1 member shall be the Assistant Adminis-
trator.

“(iii) 1 member shall be the Advocacy Chair.

“(iv) Not more than 15 additional members,
each of whom shall be appointed by the Chief
Counsel after consultation with the Assistant
Administrator and the Advocacy Chair, of
whom—

“(I) not more than 7 members shall be rep-
resentatives of small business concerns or trade
associations of small business concerns;

“(11) not more than 4 members shall be rep-
resentatives of small business development cen-
ters selected by the Assistant Administrator; and

“(I11) not more than 4 members shall be rep-
resentatives of small business technical assist-
ance programs selected by the EPA Adminis-
trator.

‘““(B) SERVICE OF MEMBERS.—Each member of
the Advisory Committee shall serve for a term of
1 year.

“(C) VACANCIES.—If a vacancy in the member-
ship of the Advisory Committee occurs, the va-
cancy shall be filled at the discretion of the Ad-
visory Committee.

‘(D) APPOINTMENTS.—Not later than 60 days
after the date of enactment of this subsection,
the Chief Counsel shall appoint the members of
the Advisory Committee.

“(3) DUTIES.—The Advisory Committee shall—

“(A) review each program under the jurisdic-
tion of the Administration or the EPA Adminis-
trator that is designed to assist the small busi-
ness concerns in complying with environmental
laws and regulations or to enhance the environ-
mental performance of small business concerns,
including the programs established under sec-
tion 21 of this Act, section 213 of the Small Busi-
ness Regulatory Enforcement Fairness Act of
1996, and section 507 of the Clean Air Act;

“(B) develop a strategy to enhance the effi-
cacy of the programs described in subparagraph
(A) in assisting small businesses to comply with
environmental laws and regulations and im-
prove their environmental performance through
such means as—

“(i) improved techniques for measuring pro-
gram achievement;

“(ii) innovative compliance assistance dem-
onstration projects; and

“‘(iii) strengthening the capabilities of State
and local programs;

“(C) develop recommendations regarding the
types of pilot programs that would implement
the strategy developed under subparagraph (B);
and

“(D) not later than September 30, 1999, submit
to the Administration, the EPA Administrator,
and the Committees on Small Business of the
House of Representatives and the Senate, a re-
port on the strategy developed under subpara-
graph (B) and the recommendations developed
under subparagraph (C).

““(4) POWERS.—

““(A) INFORMATION FROM FEDERAL AGENCIES.—
The Advisory Committee may secure directly
from any department or agency of the Federal
Government such information as the Advisory
Committee considers to be necessary to carry out
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the duties of the Advisory Committee under this
subsection. Upon request of the Chairperson of
the Advisory Committee, the head of such de-
partment or agency shall furnish such informa-
tion to the Advisory Committee.

‘““(B) GIFTS AND DONATIONS.—The Advisory
Committee may accept, use, and dispose of gifts
or donations of services or property.

“(5) MEETINGS.—

‘““(A) IN GENERAL.—The Advisory Committee
shall meet not less than twice during fiscal year
1999, and otherwise upon request of the Chief
Counsel.

““(B) LOCATION.—Each meeting of the Advi-
sory Committee shall be held at the office of the
Chief Counsel located in Washington, D.C., or
such other location as the Chief Counsel may
specify. The Chief Counsel shall provide suit-
able meeting facilities and such administrative
support as may be necessary for each meeting of
the Advisory Committee.

““(6) PERSONNEL MATTERS.—

‘““(A) NO COMPENSATION.—Members of the Ad-
visory Committee shall serve without compensa-
tion for their services to the Advisory Com-
mittee.

‘““(B) TRAVEL EXPENSES.—The members of the
Advisory Committee shall be reimbursed for
travel and subsistence expenses in the same
manner and to the same extent as members of
Regional Small Business Regulatory Fairness
Boards established under section 30(c).

““(C) INDEPENDENT NATIONAL ASSESSMENT.—
Not later than March 1, 2003, the Comptroller
General of the United States shall submit to the
Committees on Small Business of the House of
Representatives and the Senate an evaluation of
the demonstration program established under
this section. The criteria for such evaluation
shall be based on the strategy and recommenda-
tion in the Advisory Committee report and de-
veloped under the direction of the Committees
on Small Business of the House of Representa-
tives and the Senate.

““(7) TERMINATION.—The Advisory Committee
shall terminate on the date on which the report
is submitted under subsection (b)(3)(D).

““(c) DEMONSTRATION PROGRAM.—

“(1) NOTICE OF PROGRAM ESTABLISHMENT.—
Not later than 60 days after the date on which
the Advisory Committee submits the report
under subsection (b)(3)(D), the Administration
shall publish in the Federal Register a notice of
the demonstration program under this section,
which shall include application requirements for
small business development centers seeking to
participate in the program, including selection
criteria based on the strategy and recommenda-
tion included in the report of the Advisory Com-
mittee under subsection (b)(3)(D).

“(2) APPLICATIONS.—Not later than 60 days
after the date on which the notice is published
under paragraph (1), each small business devel-
opment center seeking to participate in the pilot
program under this section shall submit to the
Administration an application that meets the re-
quirements described in paragraph (1).

““(3) SELECTION OF PARTICIPATING SMALL BUSI-
NESS DEVELOPMENT CENTERS.—

“(A) IN GENERAL.—Not later than 90 days
after the date on which the notice is published
under paragraph (1), the Administration shall
select, from among applicants under paragraph
(2), 10 small business development centers to
participate in the demonstration program under
this section.

‘“(B) ADDITIONAL SELECTION CRITERIA.—In
carrying out subparagraph (4), the Administra-
tion shall—

‘(i) give highest priority to applicants that—

‘“(I) form a partnership between small busi-
ness development centers and State small busi-
ness stationary source technical and compliance
assistance programs (established under section
507 of the Clean Air Act) or other environmental
assistance providers, including trade associa-
tions; and

““(1I) demonstrate a cooperative approach uti-
lizing the relative strengths of each; and
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‘“(ii) to the extent practicable, select 1 small
business development center from each region of
the United States for which there is a regional
office of the Environmental Protection Agency.

“(d) GRANTS TO PARTICIPATING SMALL BUSI-
NESS DEVELOPMENT CENTERS.—

‘(1) IN GENERAL.—Not later than 60 days after
the date on which the Administration selects a
small business development center to receive a
grant, the Administration shall make a grant to
the participating small business development
center.

““(2) GRANT AMOUNT.—

‘““(A) IN GENERAL.—Subject to subparagraph
(B), the total amount made available under this
subsection to a participating small business de-
velopment center for any fiscal year shall be not
more than $400,000.

‘““(B) EXCEPTION.—Amounts made available to
a small business development center by the Ad-
ministration or another agency to carry out sec-
tion 21(c)(3)(G) shall not be included in the cal-
culation of maximum funding of a small busi-
ness development center under subparagraph
(A).
“(C) NO MATCHING REQUIREMENT.—Notwith-
standing section 21(a)(4), the Administration
shall not require, as a condition of any grant
made to a small business development center
under this subsection, that a matching amount
be provided from sources other than the Federal
Government.

““(e) AUTHORIZATION OF APPROPRIATIONS.—

‘““(1) IN GENERAL.—There is authorized to be
appropriated to carry out this section—

“(4) $500,000 for fiscal year 1999, which shall
be used for direct support and reimbursement for
costs of the Advisory Committee; and

‘“‘(B) $4,000,000 for each of fiscal years 2000
through 2003, of which not more than 6 percent
may be used for administrative expenses.

““(2) ADMINISTRATIVE COSTS.—

‘““(A) IN GENERAL.—Not more than 6 percent of
the amount made available under paragraph
(1)(B) in each fiscal year may be used by the
Administration for the costs of administration,
evaluation, and reporting under this section,
which shall include costs associated with the
employee designated under subparagraph (B).

‘“(B) FULL-TIME EMPLOYEE.—The Administra-
tion shall designate an employee of the Adminis-
tration to assist in administering the pilot pro-
gram under this section on a full-time basis.”’.

AMENDMENT NO. 3674

(Purpose: To make an amendment relating
to small business Federal contract set-
asides)

Mr. SHELBY. Mr. President, Senator
BOND has an amendment at the desk. I
ask for its consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The assistant legislative clerk read
as follows:

The Senator from Alabama [Mr. SHELBY],
for Mr. BOND, proposes an amendment num-
bered 3674.

The amendment is as follows:

Strike section 205 of the bill and insert the
following:

SEC. 205. SMALL BUSINESS FEDERAL CONTRACT
SET-ASIDES.

(a) ANNUAL COMPREHENSIVE REPORT.—

(1) IN GENERAL.—Section 15(h) of the Small
Business Act (156 U.S.C. 644(h)) is amended—

(A) in paragraph (1)—

(i) by striking ‘“At the conclusion of each
fiscal year’” inserting ‘‘(A) Not later than
April 15 of each year”’;

(ii) in the first sentence, by inserting ‘‘dur-
ing the fiscal year that ended on September
30 of the preceding year’ before the period;
and

(iii) by adding at the end the following:

‘(B)(1) Not later than May 15 of each year,
the Administration shall submit to the Com-
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mittees on Small Business of the House of
Representatives and the Senate a com-
prehensive report on the extent of the par-
ticipation by small business concerns de-
scribed in subparagraph (A) in procurement
contracts during the fiscal year that ended
on September 30 of the preceding year. In
preparing the report, the Administration
shall use the data from the reports sub-
mitted to the Administration for that fiscal
year under subparagraph (A), and the Fed-
eral Procurement Data System.

‘(i) Each comprehensive report under this
subparagraph shall include a detailed de-
scription and qualitative analysis of the pro-
curement data submitted to the Administra-
tion under subparagraph (A).

‘“(iii)(I) The description and analysis in-
cluded under clause (ii) shall include a rec-
onciliation of the apparent differences, if
any, between the small business participa-
tion levels reported for that fiscal year and
the small business participation levels re-
ported for preceding fiscal years, that result
from differences in classification or report-
ing of data under this subsection. In the re-
port, the Administration shall identify the
differences in classification or reporting, as
the case may be, and set forth the statistics
on total dollar values for the later fiscal
year as those statistics would have been cal-
culated if the categories of contracts had
been classified or otherwise reported without
the differences.

‘“(IT) The total dollar values referred to in
subclause (I) are the total dollar values of
prime contracts awarded, total dollar values
of subcontracts awarded, and total dollar
values of prime contracts and subcontracts
awarded to small businesses.”’;

(B) in paragraph (2), by striking ‘‘para-
graph (1) and inserting ‘‘paragraph (1)(A)’;
and

(C) by adding at the end the following:

‘“(4)(A) The Administration may not issue
a waiver or permissive letter authorizing the
head of a Federal agency or the heads of any
group of Federal agencies to change the sta-
tistical methodology used for meeting the
reporting requirements of paragraph (1)(A)
or (2) unless, when issued, the waiver or per-
missive letter is accompanied by the com-
ments of the Chief Counsel for Advocacy re-
garding the appropriateness of the decision
of the Administration to issue the waiver or
letter.

‘‘B) No waiver or permissive letter re-
ferred to in subparagraph (A) shall be effec-
tive until—

‘(i) the Administration submits a copy of
the waiver or permissive letter, together
with the comments of the Chief Counsel for
Advocacy, to the Committees on Small Busi-
ness of the House of Representatives and the
Senate; and

‘“(ii) 30 days have elapsed since the date of
the submission to the committees under
clause (i).”.

(2) INAPPLICABILITY OF CONTENT REQUIRE-
MENT TO FISCAL YEAR 1998 REPORT.—Clause
(iii) of subparagraph (B) of section 15(h)(1) of
the Small Business Act, as added by para-
graph (1)(A)(ii) of this subsection, does not
apply to the comprehensive report submitted
under that subparagraph for fiscal year 1998.

(b) HUBZONE PROGRAM.—Section 602(b)(2)
of the Small Business Reauthorization Act of
1997 (15 U.S.C. 657a note) is amended—

(1) in subparagraph (I), by striking ‘‘and”
at the end;

(2) in subparagraph (J), by striking the pe-
riod at the end and inserting ‘‘; and’’; and

(3) by adding at the end the following:

“(K) the Department of Labor.”.

Mr. BOND. Mr. President, I rise
today in support of H.R. 3412, the Year
2000 Readiness and Small Business Pro-
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grams Restructuring and Reform Act
of 1998. On September 15, 1998, the Com-
mittee on Small Business conducted a
mark-up of H.R. 3412, a bill making
technical amendments to the SBIC
Program which passed the House of
Representatives on March 24, 1998, and
was referred to the Committee on
Small Business.

The Committee approved 18-0 my
amendment in the nature of a sub-
stitute to H.R. 3412, which included the
Year 2000 Readiness Act (S. 2372), the
Small Business Restructuring and Re-
form Act of 1998 (S. 2407) and portions
of Senator KERRY’s bill, the Small
Business Loan Enhancement Act (S.
2448). Prior to approving my substitute
amendment, the Committee approved
seven amendments by unanimous voice
votes.

TITLE T

Title I addresses the Committee’s
concerns about the impact the Year
2000 computer problem will have on
small businesses. Earlier this year, the
Committee held a hearing on this prob-
lem, and the witnesses’ testimony was
alarming. The majority of small busi-
nesses that are likely to have Y2K
computer failures are unprepared. In a
study conducted by Wells Fargo Bank
and the NFIB, there are an estimated
4,750,000 small employers who will en-
counter Y2K problems. However, only
15 percent of all businesses with under
200 employees have begun to inventory
the automated systems that may be af-
fected by this computer glitch, much
less commenced fixing such systems.

Given the impact that a substantial
number of small business failures
would have on our Nation’s economy,
the Committee determined that it was
not only important for small busi-
nesses to be aware of the Y2K problem,
but that they also had to have access
to capital to fix such problems. H.R.
3412 directs SBA to establish a limited-
term loan program under the
FA$TRAK pilot program that would
guarantee 50 percent of the principal
amount of a loan made by a private
lender to assist small businesses in cor-
recting Y2K computer problems. The
Committee adopted an amendment
sponsored by Senator KERRY that
states that all SBA-approved lenders
under the 7(a) loan program may also
make loans for Y2K corrections under
the 7(a) loan program.

Since I became Chairman of the Com-
mittee in 1995, the Committee has
maintained an active role overseeing
credit programs at the Small Business
Administration. To assist the Com-
mittee in conducting its oversight of
these credit programs, H.R. 3412 in-
cludes a new provision that requires
SBA to provide notification to the Sen-
ate and House Committees on Small
Business whenever it initiates or
changes a pilot program under the 7(a)
loan program. Further, SBA is required
to report annually to the Committees
on the status of each pilot program.
Such report will include the number
and amount of
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loans, the number of lenders partici-

pating, and the default rate, delin-

quency rate, and recovery rate for

loans made under each pilot program.
TITLE IT

Title II of the Year 2000 Readiness
and Small Business Programs Restruc-
turing and Reform Act of 1998 includes
improvements in Federal Programs
that are in great demand by small
firms. Just last year, the Committee
approved a significant increase in the
Women’s Business Center Program. De-
mands being placed on this program
are exceeding last year’s estimates,
and H.R. 3412 increases the annual au-
thorization level for grants from $8
million to $12 million. To assist the
Committee in its oversight role, the
bill directs the Comptroller General to
conduct a baseline study and a follow-
up study on the management of the
Women’s Business Center Program by
SBA’s Office of Women’s Business Own-
ership.

Last year, the Committee approved
an increase from 20 percent to 23 per-
cent in the amount of Federal prime
contract dollars that will be set aside
each year for small businesses. This
goal is extremely important to the via-
bility of thousands of small firms. Im-
portantly, the Federal government is
also a big winner, since small busi-
nesses delivery high quality, competi-
tively priced goods and services.

The managers’ amendment that Sen-
ator KERRY and I have offered amends
a provision in H.R. 3412 that requires
SBA to report annually to the Senate
and House Committees on Small Busi-
ness on the success of each Federal
agency in meeting the 23 percent goal.
The provision in the bill was crafted
after the Committee received a report
issued in April 1998 by the Department
of Energy’s Office of Inspector General
that indicates that the Department of
Energy exploited a change in its statis-
tical methodology to inflate its small
business contracting achievements.

The managers’ amendment refines
the provision contained in H.R. 3412
that was approved unanimously by the
Committee on September 15. These
changes reflect clarifications requested
by the Small Business Administration,
while retaining the bill’s key provi-
sions intended to discourage the re-
porting of erroneous or misleading sta-
tistics. At SBA’s request, the man-
agers’ amendment provides for use of
data from the Federal Procurement
Data System in preparing reports to
the Congress on Federal procurement
activities.

The managers’ amendment also re-
duces the burden placed on the Chief
Counsel for Advocacy for commenting
on SBA letters authorizing changes in
statistical methodology by the report-
ing agencies. As reported by the Com-
mittee on Small Business, H.R. 3412
would have allowed such letters to
take effect 45 days after copies had
been transmitted to the Senate and
House Committee on Small Business.
During this time, the Chief Counsel
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would have had 30 days to comment on
such letters. The Chief Counsel ex-
pressed concern to us about being able
to meet this deadline due to limited
staff resources, so the managers’
amendment changes these deadlines.
The Chief Counsel’s comments will now
be included with the initial trans-
mission from SBA notifying the Com-
mittees and will not be subject to a
separate statutory deadline. The man-
agers anticipate that this approach
will encourage SBA to make the Chief
Counsel a part of any negotiations
leading to the preparation of such a
letter in the first place.

The managers’ amendment retains
three key facets of the Committee-re-
ported bill, with some simpler lan-
guage. The Committee continues to be-
lieve it is appropriate, and consistent
with the Chief Counsel’s other report-
ing responsibilities, for the Chief Coun-
sel to comment on letters authorizing
changes in statistical methodology.
Second, whenever an agency seeks to
reclassify contracts so they are not in-
cluded in statistics issued in previous
years, or are included as part of the
calculation of a different statistic, the
Committee wants this information dis-
closed. Disclosure is vital so that re-
cipients of these statistics will know
that they attempt to measure the same
thing from year to year—and if they do
not, how they differ. Finally, the Com-
mittee continues to require a separate
calculation of what the reporting
year’s statistics would have been in the
absence of such changes. This is in-
tended to remove any incentive for an
agency to massage its statistics to in-
flate its small business contracting
achievements.

The managers’ amendment also
makes an adjustment to the HUBZone
program that was approved last year as
part of the Small Business Reauthor-
ization Act of 1997 (P.L. 105-135). At the
request of SBA, the Department of
Labor would be added to the list of
Federal agencies that may participate
under the HUBZone Program within
the provision limiting participation to
selected agencies prior to September
30, 2000.

Title IT of H.R. 3412 has other signifi-
cant provisions to improve Federal pro-
grams to help small business owners.
The following highlights the changes:

The Small Business Innovation Re-
search (SBIR) program is made perma-
nent. Since this program was last re-
authorized in 1992, its success has ex-
ceeded our expectations. The bill re-
quires Federal agencies to utilize its
outreach activities to encourage great-
er participation of small research firms
from states that receive few SBIR

awards.
The program authorization level for
participating securities under the

Small Business Investment Company
(SBIC) Program is increased from $800
million to $1 billion in FY 1999; from
$900 million to $1.2 billion in FY 2000.
Following the statutory changes in the
SBIC Program approved by the Com-
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mittee in 1996, the growth in the pro-
gram has exceeded most estimates.

The Pilot Liquidation Program under
the 504 Certified Development Com-
pany Program is made permanent.

A new Office of Veterans Business
Development is established at SBA,
which is directed to provide com-
prehensive help to veteran-owned small
businesses. An Advisory Committee on
Veterans’ Business Affairs composed of
15 members is established, and a new
position of National Veterans’ Business
Coordinator is created within SCORE.

Title II also includes amendments
that were offered by members of the
Committee on Small Business. It in-
cludes two amendments offered by Sen-
ator KERRY. The first restructures the
loan loss reserve requirements under
SBA’s Microloan Program. His second
amendment changes SBA’s appraisal
standards under the 504 and 7(a) loan
programs to require appraisals of real
estate collateral by state-licensed or
state-certified appraisers only when
more than $250,000 of the loan proceeds
are to be used to acquire, construct or
improve real property.

The Committee approved an amend-
ment included in Title IT sponsored by
Senator BUMPERS to strike the cap on
the amount of loan funds that a single
state can receive under the Microloan
Program, while ensuring equitable
funding to Microloan Lender Inter-
mediaries. An amendment sponsored by
Senator CLELAND to establish a pilot
disaster mitigation loan program at
SBA was accepted. And lastly, the
Committee approved an amendment of-
fered by Senator WELLSTONE which au-
thorizes a total of $20 million over four
years to create the Community Devel-
opment Venture Capital Demonstra-
tion Program at SBA.

TITLE III

Title IIT of the Year 2000 Readiness
and Small Business Programs Restruc-
turing and Reform Act of 1998 incor-
porates an amendment offered by Sen-
ator BURNS to create the Small Busi-
ness Environmental Assistance Pilot
Program at SBA. The purpose of this
pilot program is to provide technical
assistance to small businesses to help
them comply with environmental regu-
lations. Witnesses have testified before
the Committee on Small Business
about the complexity of environmental
regulations and the importance of envi-
ronmental compliance tools designed
to help small businesses comply with
the law and regulations administered
by the Environmental Protection
Agency.

The Small Business Environmental
Assistance Pilot Program has two prin-
cipal sections. The first establishes an
Advisory Committee on Small Business
Environmental Assistance Programs
that will review existing programs that
provide environmental assistance to
small businesses and chart the course
for small business environmental com-
pliance assistance. The second section
authorizes SBA to establish a dem-
onstration grant program based on the
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recommendations and strategy devel-
oped by the Advisory Committee.
Under this program, SBA will make 4-
year grants to certain Small Business
Development Centers to provide envi-
ronmental compliance assistance to
small businesses in partnership with
existing programs.

Mr. President, when the Committee
on Small Business filed its report on S.
3412, the Congressional Budget Office
had not completed its estimate of the
costs associated with the bill. I am now
in receipt of the CBO analysis of H.R.
3412 and ask unanimous consent that it
be printed in the RECORD.

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

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, September 28, 1998.
Hon. CHRISTOPHER S. BOND,
Chairman, Committee on Small Business,
U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional
Budget Office has prepared the enclosed cost
estimate for the H.R. 3412, the Year 2000
Readiness and Small Business Programs Re-
structuring and Reform Act of 1998.

If you wish further details on this esti-
mate, we will be pleased to provide them.
The CBO staff contacts are Mark Hadley and
Kristen Layman (for federal costs), and Marc
Nicole (for the state and local impact).

Sincerely,
JUNE E. O’NEILL, Director.

Enclosure.

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

H.R. 3412—Year 2000 Readiness and Small Busi-
ness Programs Restructuring and Reform
Act of 1998

Summary: H.R. 3412 would establish three
new pilot programs for the Small Business
Administration (SBA) and would make a
number of changes to existing SBA loan and
grant programs. Assuming appropriation of
the necessary amounts, CBO estimates that
this legislation would result in new discre-
tionary spending of $99 million over the 1999—
2003 period. Of this total, $66 million is from
amounts specifically authorized in the bill
for SBA programs—primarily for grants and
administrative expenses. The remaining $33
million would be primarily for the subsidy
costs of the Small Business Investment Com-
pany (SBIC) Participating Securities pro-
gram and the proposed disaster mitigation
pilot program.

H.R. 3412 would also modify the terms of
SBA guarantees for existing general business
loans. CBO estimates that provision would
increase direct spending by $4 million in fis-
cal year 1999. The act also could affect gov-
ernmental receipts, but CBO estimates that
any such changes would be less than $500,000
a year. Because the act would affect direct
spending and could affect receipts, pay-as-
you-go procedures would apply.

H.R. 3412 contains no intergovernmental or
private-sector mandates as defined in the
Unfunded Mandates Reform Act (UMRA).
Any costs to state, local or tribal govern-
ments resulting from enactment of the bill
would be the result of complying with grant
conditions.

Description of the bill’s major provisions:
Title I would establish a pilot loan program
under the SBA general business program to
address the year 2000 computer problems of
small businesses. It would require that SBA
provide annual reports on the pilot program
and a detailed annual report on all pilot pro-
grams.
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Title II contains a number of changes in
small business programs. Provisions with ex-
pected budgetary effects are outlined below:

Section 201 would increase the amount au-
thorized for grants to women’s business cen-
ters from $8 million a year to $12 million a
year. It would also clarify certain provisions
of the Small Business Innovation Research
Program.

Section 203 would increase the authorized
level of the SBIC-Participating Securities
program in 1999 and 2000.

Section 205 would allow qualified commu-
nity development companies (CDCs) to lig-
uidate loans in their portfolio that SBA has
purchased. This section also would eliminate
a pilot program that allowed CDCs to lig-
uidate loans and would allow the CDCs to
litigate in place of SBA.

Section 206 would authorize the appropria-
tion of $2.5 million each fiscal year to estab-
lish an office of veterans business develop-
ment and an advisory committee on veterans
business affairs.

Section 207 would eliminate a provision of
law that allows SBA to pay interest on guar-
anteed general business loans that have de-
faulted at a rate 1 percent less than the bor-
rower’s interest rate between the time of de-
fault and the time SBA purchases the loan.

Section 208 would establish a disaster miti-
gation pilot loan program and authorize a
program level of $15 million for each year
during the 1999-2003 period.

Section 211 would establish a demonstra-
tion program for venture capital in dis-
tressed communities.

Other provisions in title IT would not have
any significant budgetary impact.

Title ITI would establish a pilot program to
improve the environmental performance of
small businesses and would also establish an
advisory committee on small business envi-
ronmental assistance programs. Finally,
title III would authorize the appropriation of
$500,000 for 1999 and $4 million for each year
over the 2000-2003 period.

Estimated cost to the Federal Govern-
ment: CBO’s estimate of the budgetary im-
pact of implementing H.R. 3412 is shown in
Table 1. The table does not include any esti-
mated effects for section 205 because CBO
cannot determine whether that section
would have any budgetary impact, or what
the direction or magnitude of any such im-
pact might be. The costs of this legislation
fall within budget functions 370 (commerce
and housing credit) and 450 (community and
regional development).

TABLE 1.—ESTIMATED FEDERAL COSTS FOR THE YEAR
2000 READINESS AND SMALL BUSINESS PROGRAMS
RESTRUCTURING AND REFORM ACT OF 1998

By fiscal years in millions of dol-
lars—

1999 2000 2001

2002 2003

CHANGES IN SPENDING SUBJECT TO APPROPRIATION
Specified Authorization Level ............. 7 11 31 11 11
Estimated Authorization Level ............ 9 11 5 5 4

16 22 36 16 15
12 20 31 20 16
CHANGES IN DIRECT SPENDING

Estimated Budget Authority .. 4 0 0 0
Estimated Outlays 4 0 0 0

Total Authorization Level
Estimated Outlays

0
0

Basis of estimate: For the purposes of this
estimate, CBO assumes that the bill will be
enacted in October 1998 (the beginning of fis-
cal year 1999) and that the necessary
amounts will be appropriated for each fiscal
year. Outlay estimates are based on histor-
ical spending rates for existing or similar
programs.

Spending subject to appropriation

Specified Authorizations. H.R. 3412 would in-

crease the authorization for grants to wom-
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en’s business centers from $8 million to $12
million each year. The act would also estab-
lish an Office of Veterans Business Develop-
ment, a demonstration program for venture
capital in distressed communities, and a
pilot program to improve the environmental
performance of small businesses. Assuming
appropriation of the specified amounts, CBO
estimates that additional outlays for these
programs would total $66 million over the
1999-2003 period.

Estimated Authorization for Loan Programs.
H.R. 3412 would make numerous changes to
loan programs administered by SBA. The
Federal Credit Reform Act of 1990 requires
appropriation of the subsidy costs and ad-
ministrative costs for credit programs. The
subsidy cost is the estimated long-term cost
to the government of a direct loan or loan
guarantee, calculated on a net present value
basis and excluding administrative costs.

Section 203 would increase the authorized
program level of the SBIC Participating Se-
curities program from $800 million to $1 bil-
lion in 1999 and from $900 million to $1.2 bil-
lion in 2000. Based on information from the
SBA and on historical data for this program,
CBO estimates that the subsidy costs of
guarantees for the authorized levels would
increase by $11 million over the 1999-2003 pe-
riod. CBO estimates that this provision
would not significantly increase the admin-
istrative costs of the agency.

Section 207 would eliminate a provision of
law that allows SBA, on defaulted general
business loans guaranteed by the agency, to
pay 1 percent less than the borrower’s inter-
est rate between the time of default and the
time SBA purchases the loan. Based on infor-
mation from SBA and the Office of Manage-
ment and Budget (OMB), CBO estimates that
this provision would increase the subsidy
rate by 0.01 percent. That change would
slightly increase the cost of guaranteeing
each new loan. CBO estimates that H.R. 3412
would increase the cost of guaranteeing the
authorized level of $14 billion in loans in fis-
cal year 1999 from $195 million to $196 mil-
lion, subject to the availability of appropria-
tions. This provision would also affect direct
spending by increasing the costs of loans
that SBA has already guaranteed (see
below).

Section 208 would authorize a disaster
mitigation pilot program to make direct and
guaranteed loans to small businesses for pre-
ventive measures that would reduce the
long-run costs of disasters. To be eligible for
a pre-disaster mitigation loan, the small
business must be unable to obtain loans else-
where for mitigation purposes. This section
would authorize a program level of $15 mil-
lion each year over fiscal years 1999 through
2003. Based on the 1998 subsidy rate for SBA
disaster loans, CBO estimates that the sub-
sidy appropriations for these loans and guar-
antees would total $17 million over the 1999-
2003 period. We estimate that the costs of ad-
ministering the pre-disaster mitigation loan
program would total less than $500,000 each
year.

Section 205 would authorize qualified com-
munity development companies to liquidate
loans in their portfolio that SBA has pur-
chased, and would allow CDCs to litigate in
place of SBA. CDC loans, also known a sec-
tion 503 and 504 loans, provide small busi-
nesses with long-term, fixed-rate financing
for the purchase of land, buildings, and
equipment. H.R. 3412 would make permanent
the pilot program that allowed CDCs to lig-
uidate such loans. The pilot program has not
produced enough information to date to
allow CBO to make any determination about
the amount the government would recover
on defaulted loans if those loans are lig-
uidated by CDCs instead of by SBA

In addition, it is not clear how expenses as-
sociated with liquidation would be paid. The
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Federal Credit Reform Act stipulates that
administrative expenses cannot be paid out
of the subsidy for loan programs. but ex-
penses to foreclose, maintain, or liquidate an
asset can. Many of the expenses CDCs would
incur would be to foreclose, maintain, or lig-
uidate assets. It is not clear whether SBA
would have the authority to reimburse CDCs
for administrative expenses, including litiga-
tion costs.

Enacting section 205 could change the sub-
sidy rate for previous cohorts of CDC loans
or the administrative costs of SBA. However,
CBO has no basis for estimating the direc-
tion, magnitude, or timing of any such
changes. The bill would not affect the sub-
sidy rate for future CDC loans. By law, the
Administrator of SBA must adjust an annual
fee on 504 loans to produce an estimated sub-
sidy rate of zero at the time loans are guar-
anteed. If enacting H.R. 3412 changed the
costs of future loans, that change would be
reflected in fees paid by borrowers, rather
than in the appropriation required to fund
the authorized loan level.

H.R. 3412 also would make other technical
changes to SBA’s loan programs, but CBO es-
timates that those changes would not have
any significant budgetary effect.

Table 2 summarizes estimated changes in
loan levels and subsidy costs assuming ap-
propriation action consistent with H.R. 3412.
The increased discretionary spending associ-
ated with SBA’s loan programs would rep-
resent about $25 million of the total cost of
implementing H.R. 3412.

Reports. H.R. 3412 would require SBA and
the General Accounting Office to produce nu-
merous reports. Based on historical costs for
similar reports and information from the
two agencies, CBO estimates that these pro-
visions would increase discretionary spend-
ing by less than $500,000 in each year over the
1999-2003 period.

TABLE 2.—CHANGES IN SBA LOAN LEVELS AND SUBSIDY
COSTS UNDER H.R. 34121

By fiscal years, in millions of
dollars—

1999 2000 2001 2002 2003

CHANGES IN AUTHORIZED LOAN LEVELS

SBIC Participating Securities Loans 200 300 0 0 0
Disaster Mitigation Pilot Loans 15 15 15 15 15

LOAN SUBSIDY COSTS

SBIC Participating Securities Loans
Estimated Authorization Level .
Estimated Outlays .............

Disaster Mitigation Pilot Loans
Estimated Authorization Level .
Estimated Outlays

2 3 3 3 3

Limplementing H.R. 3412 also would increase SBA's costs for admin-
istering loans, but CBO estimates that the changes in administrative ex-
penses would be less than $500,000 a year.

Direct spending

Loan Programs. Section 207, which would
increase the subsidy rate on future general
business loans, would also modify the ex-
pected cost of the guarantees SBA has pro-
vided for existing loans. According to OMB’s
Circular A-11 Preparation and Submission of
Budget Estimates: “If the modification is
mandated in legislation, the legislation
itself provides the budget authority to incur
the subsidy cost obligation (whether explic-
itly stated or not).”” CBO estimates that en-
acting this provision would increase direct
spending by about $4 million in fiscal year
1999.

Gifts. Section 206 would establish an advi-
sory committee on veternas business affairs,
and section 301 would establish an advisory
committee on small business environmental
assistance programs. H.R. 3412 would author-
ize the two advisory committees to accept
and use gifts and donations to assist in their
work. Donations of money are recorded in
the budget as governmental receipts (reve-
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nues) and the use of any such amounts under
the act would be direct spending, but CBO es-
timates that any such donations would be
less than $500,000 a year.

Pay-as-you-go considerations: The Bal-
anced Budget and Emergency Deficit Control
Act sets up pay-as-you-go procedures for leg-
islation affecting direct spending or receipts.
CBO estimates that enacting the bill would
increase direct spending by $4 million in 1999.
The bill could also increase governmental re-
ceipts, but any such changes would be less
than $500,000 a year.

Estimated impact on State, local, and trib-
al governments: H.R. 3412 contains no inter-
governmental mandates as defined in UMRA.
The bill would establish new programs or
modify existing programs that provide
grants or contracts to various organizations,
including state, local and tribal govern-
ments. Any costs to these governments from
the requirements of the programs would be
incurred voluntarily.

Estimated impact on the private sector:
This act would impose no new private-sector
mandates as defined in UMRA.

Previous CBO estimate: On March 16, 1998,
CBO transmitted an estimate for H.R. 3412 as
ordered reported by the House Committee on
Small Business on March 12, 1998. The House
version of H.R. 3412 would make only tech-
nical corrections to existing law, and as a re-
sult, CBO estimated that it would not have a
significant impact on the federal budget.

Estimate prepared by: Federal Costs: Mark
Hadley and Kristen Layman. Impact on
State, Local, and Tribal Governments: Marc
Nicole.

Estimate approved by: Robert A Sunshine,
Deputy Assistant Director for Budget Anal-
ysis.

Mr. BOND. Mr. President, this is an
important bill that will benefit thou-
sands of small businesses throughout
the United States. I urge my colleagues
strong support for its final passage.

Mr. KERRY. Mr. President, we have
an opportunity today in the Senate to
vote for legislation that will help our
nation’s 23 million small businesses.

On September 15, the Senate Com-
mittee on Small Business, made up of
ten Republicans and eight Democrats,
passed a comprehensive small business
bill, H.R. 3412, that includes all the
provisions of my Small Business Loan
Enhancement Act of 1998. It also in-
cludes Senator BOND’s two bills, the
Small Business Programs Restruc-
turing and Reform Act of 1998 and the
Small Business Year 2000 Readiness
Act, Dbills introduced by Senators
CLELAND and WELLSTONE, and four
other amendments.

This bi-partisan vote was a big step
towards final passage of legislation
that augments the opportunities avail-
able to every small business owner and
helps these entrepreneurs contribute to
their communities and the economy. In
Massachusetts and across the country,
these are the programs that are work-
ing; assisting individuals with the tools
to successfully manage their own busi-
ness.

If enacted, these changes would make
a number of improvements to the
Small Business Administration’s lend-
ing programs which reduce small busi-
nesses’ costs and paperwork, increase
access to capital for women-owned
businesses, and promote small business
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lending, particularly to those small
businesses needing loans to meet the
challenges of Year 2000 computer prob-
lem. They also build upon successful
programs such as the Small Business
Innovation Research program and the
Women’s Business Centers.

One of the most important provisions
passed revises the loan loss reserve re-
quirement (a cash reserve to guarantee
that the government is paid back if a
loan defaults) for microlenders by set-
ting a 15-percent ceiling and a 10-per-
cent floor. After a microloan inter-
mediary has participated in the SBA
Microloan program for five years and
demonstrated its ability to maintain a
healthy loan fund, it can request that
SBA review and, when appropriate, re-
duce its loan loss reserve from 15 per-
cent to a percentage based on its aver-
age loan loss rate for the five-year pe-
riod. The proposed change would con-
tinue to protect the government’s in-
terest in microloans as well as enhance
the program by freeing up cash which
microlenders could reprogram for more
microloans or technical assistance to
small business owners. Based on the
program’s success since it was started
six years ago, 36 out of 42 microlenders
would qualify to maintain a loan loss
reserve of ten percent, rather than 15
percent.

To reduce unnecessary regulatory
burden and costs to small business
lenders, this legislation raises the req-
uisite appraisal threshold from $100,000
to $250,000 for 7(a) guaranteed loans and
504 development loans. This is con-
sistent with federal bank regulatory
policy in place since 1994. After review-
ing the legislation, SBA Administrator
Aida Alvarez sent a statement of Ad-
ministration Policy, approved by the
Office of Management and Budget, to
Chairman BOND on September 15 saying
it had no objection to making the req-
uisite appraisal threshold amount con-
sistent with existing policy. This
change is estimated to save borrowers
on average from $1,000 to $3,000.

To help small businesses meet the es-
calating challenges of the Year 2000
(Y2K) computer problem, this bill
specifies that small businesses can use
7(a) loans to finance the cost of making
their systems and computers Y2K-com-
pliant. The Committee complemented
this change by also approving a loan
guarantee pilot program introduced by
Senator BOND which would allow 7(a)
preferred and certified lenders to use
their paperwork to expedite loans
capped at $50,000 to help small busi-
nesses with Y2K expenses.

The bill expands SBA’s 504 Develop-
ment Company program to make
women-owned businesses eligible for
loans up to $1 million to acquire equip-
ment and expand facilities. Currently,
504 loans to women-owned businesses
are capped at $750,000. The Committee
also endorsed a provision, based on the
Kerry-Cleland Women’s Business Cen-
ters bill introduced earlier this year,
which increases annual funding from $8
million to $12 million for Women’s
Business Centers.
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The Committee passed several other
important provisions to improve the
business climate for small business.
For the sector of small, high-tech com-
panies that participate in federal re-
search and development, the Com-
mittee voted to make the Small Busi-
ness Innovation Research (SBIR) pro-
gram permanent after 16 years of suc-
cess. The SBIR program is a great ex-
ample of how government and business
can work together to advance the
cause of both science and our economy.
The results have been dramatic for
small, high-technology companies par-
ticipating in the program. From 1983 to
the end of 1996, some 8,000 small, high-
technology firms have received more
than 40,000 SBIR research awards, to-
taling $6 billion.

Massachusetts is the second largest
recipient of SBIR awards in the nation,
receiving $148 million in SBIR research
dollars in 1996. Knowing the benefits of
the SBIR program, I believe we need to
find ways to make sure the SBIR
awards are more equitably distributed
throughout the country without chang-
ing the program’s reliance on competi-
tion. The highly competitive nature of
SBIR awards is one of the main reasons
the program has been so popular and
successful.

A recent SBA study showed that one-
third of the states received 85 percent
of all SBIR awards. I joined my col-
leagues to support Senator CARL
LEVIN’s amendment to promote the
SBIR program in states that receive
the fewest awards. This amendment di-
rects the ten federal agencies that par-
ticipate in the SBIR program to use
their existing procurement outreach
efforts for SBIR outreach.

Responding to requests from Vet-
erans Service Organizations to assist
veterans with entrepreneurial endeav-
ors, I joined my colleagues and sup-
ported Chairman BOND’s bill that,
among other things, would increase
outreach and assessment of opportuni-
ties and services for veterans by estab-
lishing the Office of Veterans Business
Development within SBA. I am proud
that the Committee adopted a version
that included my suggestion to author-
ize $2.5 million for this important ef-
fort.

The microloan community has more
than just the loan loss reserve im-
provements to applaud in this legisla-
tion. Senator BUMPERS successfully
eliminated the cap on the amount of
microloan funds a single state can re-
ceive. The cap has penalized several
rural states with small populations
that have a high demand for
microloans. And Senator WELLSTONE
won unanimous support for an innova-
tive four-year demonstration program
to spawn community development ven-
ture capital organizations nationwide.
The purpose of Senator WELLSTONE’S
initiative is to stimulate and promote
small business development and entre-
preneurship in economically distressed
communities.

The Small Business Investment Com-
pany (SBIC) program is vital to our
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fastest growing small companies that
have capital needs exceeding the caps
on SBA’s loan program, but are not
large enough to be attractive to tradi-
tional venture capital investors. The
demand is clear: Last year, partici-
pating securities in the SBIC program
invested $360 million in 495 financings.
In my state, where we have an impres-
sive community of fast-growing compa-
nies, particularly in the hi-tech indus-
try, there were 140 SBIC financings,
worth $145.4 million.

The Participating Securities compo-
nent of the SBIC program invests prin-
cipally in the equities of new or ex-
panding businesses. To leverage the
private capital of participating securi-
ties and better serve these fast-growing
businesses, I supported Senator LIE-
BERMAN’s amendment which raises the
authorization level for participating
securities from $800 million to $1 bil-
lion in fiscal year 1999 and from $900
million to $1.2 billion in fiscal year
2000.

In response to the increasing costs,
loss of businesses and personal devasta-
tion caused by disasters, the Com-
mittee passed Senator CLELAND’s five-
year disaster mitigation pilot program.
The program, recommended by the Ad-
ministration as part of its Fiscal Year
1999 Budget, would allow SBA to make
direct loans to small business owners,
who can’t get credit elsewhere and who
live in disaster-prone areas, for financ-
ing preventive measures to protect
their businesses against future disaster
damage. Disaster mitigation is ex-
pected to reduce the costs of disaster
repair by 50 percent for small busi-
nesses.

To help small businesses maneuver
the maze of environmental regulations,
the Committee passed a small business
environmental assistance pilot pro-
gram introduced by Senator BURNS.
Administered through existing Small
Business Development Centers in ten
states, the program is designed to help
small businesses comply with often
complex environmental regulations.

Lastly, in addition to the Com-
mittee-reported bill, the Senate today
will adopt a Bond-Kerry amendment.
First, it adds the Department of Labor
to the SBA’s HUBZone program, which
Congress enacted last year. And sec-
ond, it amends Section 205 of this bill,
H.R. 3412, to improve the reporting
tools concerning small business set-
asides of federal contracts.

Mr. President, I thank my colleagues

for their support of small businesses
and ask unanimous consent that this
statement be entered in the RECORD.
e Mr. LEVIN. Mr. President, H.R. 3412,
as amended by the Senate Small Busi-
ness Committee, has broad bipartisan
support. I am particularly pleased that
H.R. 3412 makes permanent the Small
Business Innovation Research Program
SBIR, which was originally established
in 1982 and reauthorized and expanded
in 1992. This competitive program has a
well deserved reputation for success
and it is fitting that it be made perma-
nent.
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H.R. 3412 also addresses a problem
pointed out by GAO in its April, 1998
SBIR report regarding the lack of uni-
formity in defining the term ‘‘extra-
mural budget’”’. GAO found that par-
ticipating agencies had different inter-
pretations of what should be included
in their extramural research budgets.
This is a problem because a partici-
pating agency’s extramural budget is
the base from which that agency’s
SBIR funding is calculated. To resolve
any discrepancies, H.R. 3412, as amend-
ed by the Senate Small Business Com-
mittee, directs OMB to define the term
““extramural budget’” and ensure that
it is applied uniformly throughout the
government.

Finally, this bill includes a provision
I authored which authorizes existing
procurement outreach programs of the
Department of Defense and other fed-
eral agencies to conduct program out-
reach efforts for the SBIR program out
of funds that are already available to
them.e®

Mr. HARKIN. Mr. President, I would
like to thank my colleagues, Chairman
of the Small Business Committee, Sen-
ator KiT BOND, and Ranking Member,
Senator JOHN KERRY, for their work in
moving H.R. 3412 through Committee. I
would also like to thank Senators
BoND and KERRY for agreeing to my
language requesting a report from the
Small Business Administration (SBA)
on the 7(A) loan program’s reporting
requirements on the subsidy rate. I
have heard from a number of commu-
nity bankers in Iowa who have ex-
pressed concerns with the monthly re-
porting requirement. Previously, these
reports were submitted quarterly. I am
concerned that small banks, especially
small rural banks, lack the loan vol-
ume or personnel to meet this
requirment in a cost effective manner.
I look forward to reviewing this report
and working with my colleagues and
the SBA in addressing this concern.

In addition to improvements in pop-
ular SBA programs, H.R. 3412 also con-
tains a Committee passed amendment,
sponsored by Senator MAX CLELAND
and cosponsored by myself, which will
allow the SBA to conduct a disaster
mitigation pilot program. It is my hope
that this program will afford small
business owners, particularly in rural
areas, the ability to invest in their
property to help prevent against nat-
ural disasters. By providing small busi-
nesses with the tools to invest in their
business before disasters strike, prop-
erty destruction can be avoided and in-
surance claims can be reduced.

e Mr. WELLSTONE. Mr. President, I
support H.R. 3412, the ‘“Year 2000 Readi-
ness and Small Business Programs Re-
structuring and Reform Act of 1998.”
The bill makes useful reforms to exist-
ing Small Business Administration
(SBA) programs and authorizes certain
new initiatives, including a community
development venture capital dem-
onstration program which I proposed
during markup in the Small Business
Committee. I commend Chairman BOND
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for his leadership on the bill, and I
thank him for including my proposal in
it.

The bill makes permanent SBA’s 504
liquidation pilot program, a step I
strongly support. Minnesota certified
development companies with proven
liquidation and foreclosure capabilities
have made use of the pilot program,
which can help bring costs down and
save borrowers from higher fees. The
bill’s adjustments to the loan loss re-
serve requirements in the Microloan
program also are appropriate. Requir-
ing a loss reserve based on past per-
formance makes sense. This provision
will continue to protect the govern-
ment’s interest in these loans but will
allow the majority of microlenders to
make more loans or provide more tech-
nical assistance to borrowers.

I am especially pleased that my pro-
posal to create a new $20-million, four-
year demonstration program at the
SBA to develop the capacity of commu-
nity development venture capital
(CDVC) organizations is part of H.R.
3412. I thank Senator BOND again for
his support and for working with me to
get this amendment accepted. I also
thank the SBA for working with my
staff and for providing valuable tech-
nical assistance in drafting the amend-
ment.

The CDVC Program is about direct-
ing venture capital—equity and invest-
ment capital—to small businesses with
the aim of promoting business growth
and economic development in poor
communities. That’s what we mean by
community development venture cap-
ital or CDVC. The money the bill au-
thorizes would not be directly invested
into small businesses; instead, it would
go to provide technical assistance to
organizations that invest in businesses
in low-income communities.

CDVC organizations have been highly
successful at producing a ‘‘double bot-
tom line” of strong financial returns
and significant social benefits. CDVC
funds create social and financial pay-
offs because they consider the commu-
nity impact of their investments to be
just as important as the financial re-
turns to investors. Community devel-
opment venture capitalists target in-
vestments to companies that generate
good jobs—jobs that pay decent wages,
jobs with benefits, jobs with oppor-
tunity to advance. They influence and
shape the culture of young companies
with respect to sustainable develop-
ment and environmental policies. They
look to create local entrepreneurial ca-
pacity, local ownership, local wealth.
The ‘‘double bottom line’’ philosophy is
what makes these venture capitalists
so unique and their work so promising.
The goal of the CDVC program is to ex-
pand and multiply this very meri-
torious work.

There are about 30 CDVC funds cur-
rently operating in urban and rural
communities around the country.
Northeast Ventures Corporation in Du-
luth, Minnesota, is a good example of a
successful and experienced CDVC com-
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pany. Northeast Ventures serves a
seven county rural area and focuses on
creating good jobs in high value-added
industries. Northeast Ventures targets
50% of the jobs created through its in-
vestments to women, low-income and
structurally unemployed persons. They
also require portfolio companies to
offer employees an opportunity to par-
ticipate in a health care plan in which
the employer makes some contribu-
tion. Partridge River is an example of
one of Northeast Ventures successful
investments. Northeast made an initial
investment in Partridge River, a lo-
cally owned specialized manufacturer
of precision and wood component parts
for furniture and cabinets, in late 1990.
Partridge River uses readily available
light-colored woods such as aspen,
basswood, birch and maples, and has
manufacturing customers throughout
the United States. When the company
needed significant financing for an up-
grade of equipment in 1994, another in-
vestor purchased Northeast’s stake at
a significant premium and allowed the
entrepreneur to maintain majority
ownership. Over the course of
Northeast’s involvement, the company
added 17 net new employees from
northeast Minnesota.

Kentucky Highlands Investment Cor-
poration (KHIC), founded in 1968 in
London, Kentucky, is one of the oldest
and most successful of the CDVC orga-
nizations. They focus on developing
profitable businesses that provide job
opportunities to residents of Southeast
Kentucky. For example, KHIC provided
over $600,000 in equity financing to a
startup company that manufactures
casements for the retail store industry.
That company now employs over 125
people who had few prospects for em-
ployment in their home county. This
company would not be located in rural
Clay County if not for the type of eq-
uity investment that KHIC made avail-
able. Altogether, KHIC has infused
about $40 million in venture capital in
their region, invested in more than 100
companies and created over 5,200 jobs.

The organizations operating CDVC
funds have been fortunate in attracting
talented and dedicated people, but the
skills and expertise to produce a double
bottom line are still relatively scarce.
The CDVC Demonstration Program al-
lows the most experienced and success-
ful in this growing field to teach, ad-
vise, and mentor the less experienced,
the new and emerging community de-
velopment venture capitalists.

The CDVC Demonstration Program
authorizes $20 million over four years.
Seventy-five percent or $15 million will
be used as grants to intermediary orga-
nizations—the private, nonprofit orga-
nizations with the most experience and
skill in making venture capital invest-
ments in poor communities—to provide
hands-on technical assistance to the
new and emerging venture funds
springing up in low-income commu-
nities around the country. In addition
to providing technical assistance,
intermediaries will be able to use the
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grants to fund the start up and oper-
ating costs of new CDVC organizations.
Grants to intermediaries will be
matched $1 for $1 with funds raised
from non-Federal sources. Twenty-five
percent or $5 million will be used as
grants to developmental organiza-
tions—public or private firms—to cre-
ate and operate training programs, in-
tern programs, a national conference,
and academic research and study of
community development venture cap-
ital.

I hope that my colleagues in the Sen-
ate will support these reforms and new
initiatives in the name of good jobs,
entrepreneurship and responsibility to
community.e

Mr. CLELAND. Mr. President, I
thank the Senator from Massachusetts,
Senator KERRY and the Senator from
Missouri, Mr. BOND, for their con-
tinuing leadership on behalf of small
businesses. The legislation before the
Senate, S. 3412, contains many impor-
tant programs that will enable small
businesses to continue to be a vital
part of the nation’s economy. This om-
nibus small business legislation is the
result of bipartisan commitment to a
number of worthy goals.

Today I wish to address specifically
two important initiatives that I pro-
posed earlier in this session: the dis-
aster mitigation pilot program and the
Small Business Administration Wom-
en’s Business Center authorization. I
am extremely pleased that both are in-
cluded in this bill.

On June 11, 1998, Senator KERRY and
I introduced the S. 2157, the Women’s
Business Center Authorization bill.
There was broad bipartisan support for
this initiative, with seventeen cospon-
sors. I was especially pleased when
Senator BOND included an increased au-
thorization for women’s business cen-
ters in the pending bill. Funding for
these important centers is increased
from $8 million to $12 million in fiscal
year 1999 and thereafter.

The women’s business center legisla-
tion, simply stated, recognizes the out-
standing contributions that women’s
business centers have made to women
entrepreneurs across the Nation. These
centers are the only organization, na-
tionally, which focus exclusively on en-
trepreneurial training for women. In-
creased funding will allow for new cen-
ters and subcenters to be established
and for continued funding for existing
centers, including the on-line women’s
business center. Increased funding
would achieve the goal of expanding
centers to all 50 States.

On March 26, 1998, I introduced a dis-
aster mitigation pilot program, S. 1869.
This legislation would permit SBA to
establish a pilot program (using up to
$15 million of existing disaster funds)
to provide small businesses with low
interest, long-term disaster loans to fi-
nance preventive measures before a
disaster hits. In response to the in-
creasing costs and personal devastation
caused by disasters, the Administra-
tion has launched an approach to emer-
gency management that moves away
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from the current reliance on response
and recovery to one that emphasizes
preparedness. The Federal Emergency
Management Agency (FEMA) has al-
ready established administratively a
program to assist disaster-prone com-
munities, one in every state, in devel-
oping strategies to avoid the crippling
effects of natural disasters. My pro-
posal would allow the SBA to begin a
pilot program that would be limited to
small businesses within those commu-
nities which are eligible to receive dis-
aster loans after a disaster has been de-
clared. Currently, SBA disaster loans
may only be used to repair or replace
existing protective devices that are de-
stroyed or damaged by a disaster. In
connection with repairs, funds may
also be used to install new mitigation
devices that will prevent future dam-
age. My legislation is necessary to au-
thorize SBA to establish this pilot pro-
gram to provide mitigation loans prior
to the occurrence of a disaster.

Mr. President, I believe that this dis-
aster mitigation program will address
two areas of need for our small busi-
nesses—reducing the cost of recovery
from a disaster and reducing future dis-
aster costs for small businesses. It also
addresses the opportunity for small
businesses to contract work during a
period when market forces haven’t
driven up the prices for these services,
thereby ultimately reducing the cost of
disaster assistance to the taxpayers.

I thank my colleagues on the Small
Business Committee for including both
of these initiatives, which I think will
serve the needs of so many, in this bi-
partisan legislation. I look forward to
its prompt enactment. Thank you, Mr.
President.

Mr. SHELBY. Mr. President, I ask
unanimous consent that the amend-
ment be agreed to, the substitute
amendment be agreed to, the bill be
considered read a third time and
passed, the amendment to the title be
agreed to, the title, as amended, be
agreed to, the motion to reconsider be
laid upon the table, and that any state-
ments relating to the bill be printed in
the RECORD.

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

The amendment (No. 3674) was agreed
to.

The committee amendment, as
amended, was agreed to.

The bill (H.R. 3412), as amended, was
considered read the third time and
passed.

ORDERS FOR THURSDAY, OCTOBER
1, 1998

Mr. SHELBY. Mr. President, I ask
unanimous consent that when the Sen-
ate completes its business today, it
stand in recess until 9 a.m. on Thurs-
day, October 1. I further ask that the
time for the two leaders be reserved.

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

Mr. SHELBY. For the information of
all Senators, on behalf of Senator
LoTT, tomorrow the Senate will con-
vene at 9 a.m. and begin 3 hours of de-
bate on the defense authorization con-
ference report.

At the conclusion of debate time at
approximately 12 noon, the Senate will
proceed to vote on the adoption of the
conference report. Following that vote,
the Senate may begin consideration of
S. 442, the Internet tax bill, with rel-
evant amendments in order and a
Bumpers amendment regarding catalog
sales. The Senate may also consider S.
1092, the Cold Bay-King Cove legisla-
tion under a 6-hour time agreement or
any other legislative or executive
items cleared for action.

Therefore, Members should expect
rollcall votes throughout Thursday’s
session with the first vote occurring at
approximately 12 noon.

————

ORDER FOR RECESS

Mr. SHELBY. Mr. President, if there
is no further business to come before
the Senate, I ask that the Senate stand
in recess under the previous order fol-
lowing the remarks of Senator ROBB.

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

STROM THURMOND NATIONAL DE-
FENSE AUTHORIZATION ACT FOR
FISCAL YEAR 1998—CONFERENCE
REPORT

Mr. ROBB. Mr. President, I have
heard many of the statements made
here today and yesterday regarding the
defense authorization conference re-
port and, indeed, I had hoped to come
to the floor earlier, but I was involved
in a meeting in my office with the For-
eign Minister of the Republic of Yugo-
slavia in a very serious and protracted
discussion about the possible military
options that Mr. Milosevic’s Govern-
ment and our Government were consid-
ering with respect to the situation in
Kosovo, and the readiness of the mili-
tary forces as well as the ability of
those forces to respond to various con-
tingencies was a significant part of our
discussion.

Many of our colleagues have ex-
pressed their concern over the degraded
state of readiness of our armed serv-
ices. Mr. President, I share those con-
cerns, especially as they relate to our
fundamental ability to fight and win
two major wars as is called for by our
national military strategy.

Admittedly, the need to fight two
such wars has been challenged by
many, but until the tense situations in
the Middle East and the Korean penin-
sula are behind us, we do not have the
luxury of cutting force structure any-
more. Indeed, in the words of the well-
known Broadway musical, ‘‘we’ve gone
about as ‘fer’ as we can go.”

Yesterday, the Chairman of the Joint
Chiefs of Staff and the four service
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chiefs confirmed that the risk we now
associate with fighting in a second the-
ater is high. By ‘‘high risk,” we mean
that the level of troop losses in such a
conflict could be unacceptably high.
This, Mr. President, is a serious devel-
opment and one which merits our im-
mediate attention. Many of our col-
leagues have also expressed frustration
that we were made aware of this and
other readiness problems only recently.

While I share some of these frustra-
tions, I also appreciate the complexity
of predicting problems even a few
months out. Pilot retention, for exam-
ple, can be a function of the strength of
the economy. Moreover, I appreciate
the comments by our service chiefs in
a hearing yesterday that reinforced the
immense complexity of managing our
readiness, especially like a major
downsizing unlike anything we have
been through since the end of World
War II.

This having been said, we have a seri-
ous readiness problem that threatens
to nosedive very quickly. We are al-
ready eating our seed corn, and the
threat of a hollow force, according to
our witnesses yesterday, looms only 5
or perhaps a few more years out.

Some fixes can be made in short
order; others, such as fielding new
equipment that won’t consume so
much of our resources to maintain,
may take years.

The obvious solution and one quoted
by many of those participating in the
hearing and certainly by our service
chiefs is more money.

While I will support supplemental
funding for the Department of Defense,
I do so with considerable frustration
over this Congress’ inability to have
the courage to cut wasteful defense
spending. While we rail on and on
about the administration for under-
funded readiness, we refuse to cut
bases. One more base closure round
should realize around $3 billion a year
in steady-state savings, enough to pay
for a host of readiness problems.

While some attack our service lead-
ers for not being forthcoming, we add
hundreds of millions of dollars in mili-
tary construction projects that, al-
though requested by the military for
future years, we rush to build today so
we can score points back in our States
and districts just before an election.
While some claim we have had no indi-
cations of a looming readiness prob-
lem, the fact is that we have. But de-
spite this, we added over $2 billion in
this bill for procurement and research
and development projects that were
simply not requested by the military. I
am not suggesting they are not nec-
essary in the long term, but they were
not requested by the military in this
bill.

Mr. President, I support this con-
ference report. I will support the sup-
plemental funding package. But I hope
each and every Member will find the
will next year to support substantial
infrastructure reductions and stop
pushing so many Member interests
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