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EXHIBIT A

REPORT OF THE PRESIDENT

ook K

ASSOCTATION PROGRAM AND ISSUE REPORT

I. ADVOCACY OVERVIEW

A, Congress

The 99th Congress adjourned October 18 with a wide-ranging record
of accomplishments, including tax and immigration reform and several
major environmental bills. It rewrote the tax code, cverhauled
immigration policy, strengthened environmental protections, leveled
off the defense buildup and imposed new constraints on domestic
spending to help curb the Government's scaring deficits.

On October 17, President Reagan signed the Superfund bill,
thereby avoiding a collision with Congress. He signed the bill on Air
Force One as he flew to North Dakota toc campaign for Senator Mark
Andrews (R-ND). The bill, passed by wide margins in the House and the
Senate, set the stage for a confrontation between Congress and the
President, who had sought a $5.3 billion, five-year extension of the
toxic waste clean-up program financed chiefly by a tax on the
petrochemical industry. The $% billion revenue package was a
compromise on who should bear the tax burden. The package would
provide $8.5 billion for Superfund - $2.75 billion from increased
taxes on petroleum, §1.4 billion from existing taxes on feedstock
chemicals, $2.5 billion from a new broad-based tax on corporate
income, $1.25 billion from general revenues, $300 million from
interest on money in the fund, and $300 million from money recovered
from companies responsible for waste sites. The President was under
intense Congressional and environmental pressure to sign this key
environmental bill.

Congress also gave final approval te clean water legislation
which awaits the President's signature. This legislation faces the
threat of Presidential veto due to its $18 billion cost, rather than
the $6 billion supported by the President. The chemical industry
supports the clean water legislation because of positive changes in
the programmatic provisions.

Spurred to action during election-year concern over illegal
drugs, Congress approved a $1.7 billion antidrug package. Other
issues of interest to the chemical industry -- trade, product
liability and patent term restoration legislation did not make it
through this Congress; however, extensive activity is expected on
these issues in the 100th Congress.
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B. Federal Regulatory Agencies

Environmental Protection Agency {EPA). EPA is steadily
tightening controls over biotechnology and is expanding the Toxic
Substances Control Act's reporting requirements to cover the full life
cycle of chemicals (See 1IAZ).

Occupational Health and Safety Administration (OSHA). OSHA, in
discussions and in its citations under the new Hazard Communication
Standard, is directing its attention to the adequacy of labels and
their effectiveness in warning workers about chronic health effects of
chemical exposures. OSHA's new scope of concerns includes any
significant target organ or system effect (See IIC2) -- a much broader
scope of interest than in the past when acute injuries and cancer were
of the focus.

C. International

The 99th Congress was grimly determined to pass a trade bill that
would at least help correct the 1985 trade deficit of $148 billion and
relieve import pressure on U.3. basic industries. The House passed
H.R. 4B00 in May, an extreme bill with provisions that the President
could not accept even if the Senate concurred. The Senate came close
to passing a more moderate bill in its last days but did not report it.

The 100th Congress will react even more strongly to an expected
$180 billion deficit in 1986 with another strong trade bill. The
Administration will likely oppose these bills because they include
almost nothing it wants or needs. The Congress itself knows that
trade legislation will not solve the trade deficit. It is possible
that Congressional emphasis will turn to how to make U.S. industry
more competitive. While this development would bring back concerns
about "industrial policy", it could become a comstructive effort.

The U.S./Canada free trade negotiations sputter along. They are
beset by sharp disagreements between the two countries on trade
matters like the lumber dispute. Nevertheless, the prospects for an
eventual agreement toward free trade are good. There is hope that the
negotiation can be concluded in two years.

The trade wministers of 74 countries {under the auspices of the
GATT) wmet in Punta del Este, Uruguay. On September 20 they issued a
declaration agenda for the eighth Multilateral Trade Negotiation
(MTN}. This was the kick-off for the "Uruguay Round". Organizing
meetings were held in Geneva in late October and negotiations in newly
formed groups will start afterwards. Some agreements may result in
several years but the negotiations could last 6 to B years.

To help member companies preparc fcor the MTN, a seminar was held

by the OCITA coalition in October. Government and foreign speakers
were featured along with those from the chemical industry.
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bB. States

By the time this report is read the fate of the California
Initiative Proposition 65 - The Safe Drinking Water and Toxic Control
Act - will have been decided. Hopefully, our advocacy efforts and
financial support will have been successful in slowing the spread of
this issue, since Califernia Rep. Tom Hayden (D) and friends have
threatened to move onto other states with this initiative.

At the present time, Governor Kean (R) of New Jersey has agreed
to support 8 $535 million hazardous waste clean up package which just
passed both houses. The CMA State Affairs Committee has formed an ad
hoc work group to review pending state Environmental Cleanup
Responsibility Act (ECRA) legislation and to develop industry's
position on this important and onerous property transfer issue which
first developed last year in New Jersey. New Jersey s ECRA law is now
being considered as model legislation by the Council of State
Governments.

Strong advocacy is needed in the area of tort reform, where
approximately 30 states have active study commissions on insurance and
tort reform. A number of these groups are scheduled to present their
reports and propose legislation later this year.

The State Affairs Committee chartered a new task group to address
overall chemical safety issues incorporating the. issues of right-to-
know, process safety, emergency response and transportation. The
recent Third Circuit Court of Appeals Decision on the preemption of
the Pennsylvania right-to-know law would require member companies to
prepare separate labels and MSDS's for products shipped to and used in
Pennsylvania. A stay has been requested while the decision is being
appealed to the U.5. Supreme Court.

Major air toxics programs are being developed in Florida,
Kentucky, Maryland, Massachusetts, North Carolina, South Carolina and
Wisconsin.

E. Media
During the closing weeks of the Superfund debate the network of

newspaper editorial boards visited by CMA over the past two years was
very active,

In a one month period the writers were contacted six times with
mailgrams, a phone bank and, finally, targeted and direct telephone
calls. Editorial interest was high and -- without exception as far as
we know -- those who editorialized agreed with our pesition calling
for a broad-based tax. Their combined comments contributed to a
change in the Administration's veto plans.

Plans are underway for keeping the network open through
continuing contact. Feedback from individual editorial writers across
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the country was that they felt on top of an evolving federal issue and
saw CMA as a credible and consistent source of information.

The joint press conference with union and environmentalist
participation received broad coverage, particularly in regional media.

In general national media coverage of business has turned more
positive. Even takeovers are being covered in terms of preserving
_jobs. Bome observers account for this softer media coverage by
suggesting that editors, aware of a public fear of recession, don't
want to be caught talking the economy down. Coverage of corporate
issues remains high, currently in the top five items of national
interest. QOther top issues are: US5/Soviet relations; terrorism;
drugs; health; the 1986 campaigns and Scuth Africa.

Recently Chemical Buginess wrote an editorial complaining that
CMA was not as accessible to trade publications as it was in the old
days. -

Jon Holtzman spent several hours with the key editorial staff of
Chemical Business and its fellow publication Chemical Marketing
Reporter to review their concerns.

The issue was not about availability of information. Nermal
media contacts with trade press amount to about 6000 a year (three per
working hour). Rather the issue was the effect of a changed CMA focus
toward advocacy rather than general information.

This changed focus increases the importance of the general press,
television and national publications like the Washington Pest and
the New York Times. Even though the absolute number of contacts
with trade press had dramatically increased, Chemical Business
editors felt their relative importance to CMA had diminished.

Several ideas on how to address their concerns were discussed and
will be implemented over the next few months.

. Coverage of CAER activitijes at the grassroots level by local
media has been consistently positive. Media, for the most part, have
been positive observers and participators.

F. Courts

A new significant litigation challenge will face CMA members with
increasing frequency in the months ahead - litigation with their
insurance companies over waste site issues.

Facts: (1) With the reauthorization of Superfund, EPA's waste site
activity will increase and so will the potential for depositions.

(2) The insurance industry has already funded cooperative research and
briefing projects to leverage its litigation resources.

What can CMA do to help? This question was posed at a recent
meeting of representatives of the Special Committee on Insurance and
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the Executive Committee General Counsels Group hosted by the Office of
General Counsel with the assistance of outside counsel Covington and
Burling. The answer was twofold,

First, CMA should explore participation in certain pending
lawsuits monitoring significant insurance coverage issues in the waste
site arena. Second, even though litigation in this arena is a
foregone conclusion, CMA should begin thinking now about how it
might joim with the insurance industry in solving some of the disputes
between us without litigation. These alternatives counld include
formats for settlements, alternative dispute resolution, global
settlements of some issues patterned after the "Wellington Project” on
asbestos litigation, or other alternatives.

The Office of General Counsel is moving forward on both of these
recommendaticons.

IT. ISSUES AND PROGRAMIéTATUS

A, Regulation of Chemicals (TSCA and related)

1. Congressional Developments and Response

Drug Abuse Legislation. Congress has passed and the President
has signed the "Anti-Drug Abuse Act of 1986." Among the multitude of
reguirements in this comprehensive bill, there are several provisions
that may affect chemical manufacture, processing, distribution and
use. In summary, these provisions would: 1} Initiate & study of the
need to control chemical use to prevent the diversion of legitimate
chemicals to illegal production of drugs or abuse; 2) initiate a study
by the Department of Transportation on highway safety and controlled
substance use, which may affect distribution; and, 3) initiate an EPA
study on how to prevent the wrongful use of cyanide, which may
establish a precedent for controlling the manufacture, distribution,
and use of dangerous substances.

2. Regulatory Developments and Response

Regulation of Bieotechnology. In June, 1986, the Administration
published the "Coordinated Framework for Regulation of Biotechnology",
which maps out federal agencies' jurisdiction over biotechnology. CMA
submitted comments on the portions of the EPA policy that address the
regulation of biotechnology under the Toxic Substances Control Act.
CMA stated that adequate authority exists under TSCA and other laws to
control the commercial uses of biotechnology. CMA noted its concerns
that EPA's integrated strategy could impose excessive burdens on the
industry, particularly with the combined impact of establishing
expansive SNUR requirements for pathogens; eliminating TSCA's R&D
exemption feor activities that result in environmental release; broadly
defining such release to include the absence of stringent containment
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measures; and requiring reporting about all environmental uses of
microorganisms. ’

Consent Order Agreements Under TSCA. CMA representatives met
with Dr. John A. Moore, EPA Assistant Administrator for Pesticides and
Toxic Substances, in late October 1986 to discuss the implementation
of testing consent agreements under Section 4 of the Toxic Substances
Control Act (TSCA) {51 Fed. Reg. 23706, et seq., June 30, 1986).

Joint industry and environmental concerns were represented at the
meeting. These views reflect the philosophy embraced in the
development of the rule: that is, to expedite appropriate testing of
selected existing chemicals,

Mew Chemical Follow-up. CMA has been working with the Toxic
Substances Dialogue Group, a consensus-seeking project of the
Conservation Foundation, to improve new chemical follow-up in EPA's
Office of Toxic Substances (OT8). In public meetings, the Dialogue
Group has been working with EPA to develop a significant new use rule
that would require advanced notice to EPA of uses that may increase
exposure to the new chemical. Although the rule would be within EPA's
current authority under the Toxic Substances Centrol Act, it would
change the OTS follow-up program in three important ways. First, new
chemicals could be subject to use restrictions within 90 days of the
end of premanufacture notice {PMN) review, rather than after the 1 to
2 years it now takes for EPA to complete notice and comment
rulemaking. Second, the Dialogue Group and EPA have developed
criteria for chemicals eligible for follow-up. In general terms,
eligible chemicals are those that are regulated as a result of PMN
review and those that may pose an unreasonable risk if exposure were
to increase beyond the potential exposure described in the PMN.
Third, the new rule would include a procedure for manufacturers to
petition EPA to change or revoke the significant new use reporting
triggers. The end result would be that uniform criteria and
procedures would be used to follow the commercial development of more
new chemicals. EPA hiopes to propose a rule early in 1987,

Comprehensive Reporting. EPA has proposed a TSCA reporting
rule that would revolutionize the way companies report information to
EPA. First, the proposed rule would establish a standard
questionnaire of very detailed questions on all aspects of a
chemical's life cycle. Second, information reported under this rule
would relate to health and envirommental issues managed under statutes
other than TSCA. Thus, this proposed rule could become the most
signifcant reporting rule faced by chemical companies. Although EPA
states that the rule will reduce duplicative reporting, it may
increase duplication if not managed properly within the Agency. CMA's
Health and Safety Committee/Notification and Reporting Task Group will
prepare comments,
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3. Policy Development, Analytical and Program Activities

IARC's December 1986 Monograph Meetings. CMA has nominated
Dale W. Matheson, Ph.D., of Stauifer Chemical Company to represent the
industry as an official Observer at the December 1986 1ARC Monograph
meetings. This series of discussions will generate evaluations of the
genetic activities of 200+ chemical/exposure categories. The CMA
Hazard Assessment Task Group is assisting Dr. Matheson by obtaining
member company reviews of chemicals to be considered by TARC in
December.

4. International Regulation

During the week of November 10th, the International Affairs Group
will meet with delegations from the Canadian Chemical Producers
Association and the Japan Chemical Industry Association. Each meeting
will address the changes in the domestic (TSCA) regulation as well as
a corollary discussion of TSCA-relevant regulation in Canada and
Japan. Also, a representative from CEFIC (European Council of
Chemical Manufacturers' Federations) will attend these meetings and
will describe the status of environmental, health, and safety
regulation in the European Community.

5. Legal

EPA's Penalty Policies Under the Toxic Substances Control Act
(TSCA). EPA's penalty policies under Sections 5, 8, 12, and 13 of
TSCA have led to fines that are disproportionate to the severity of
the violations. On October 17, CHMA filed joint comments with the
Synthetic Organic Chemical Manufacturers Association {SOCMA)
concerning the Section 5 penalty policies. (Joint comments on the
policies under Secticns 8, 12, and 13 were filed earlier this vear).

The CMA/SOCMA Section 5 comments recommend seven changes in the
policy. First, EPA should revise its scheme for classifying
violations to consider toxicity and exposure more accurately. Second,
EPA should apply a scale to continuing violations that creates an
incentive to discover and report viclations promptly. Third, where
the same company engages in manufacture, processing, and/or
distribution, these activities should be counted as lesser included
offenses. Fourth, EPA should not always presume that companies "know"
or "have reason to know'" that a substance is not on the TSCA
Inventory, Fifth, the penalty policy should also consider fine
reductions for companies that make a good faith compliance effort,
Sixth, original Inventory violations should be treated as a one time
violation. Finally, EPA should consider the impact of the proposed

fines onr small companies. These recommendations are pending at the
Agency.
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B. Occupational and Public Safety

1. Congressional Developments and Response

Emergency Planning and Community Right-to-Know. As a result of
the Bhopal tragedy and subsequent chemical release incidents in the
United States, Federal emergency planning and community right-to-know
provisions were attached to the Superfund resuthorization that passed
the Congress and was signed into law by the President October 17, 1986
(P.L. 99-499). The bill requires states to establish emergency
planning districts to prepare for chemical accidents at facilities,
and requires chemical manufacturers to disclese information on the
types and quantities {within ranges) of certain chemicals.

Although Title II1 is far from perfect in imposing new and
far-reaching reporting requirements on the chemical manufacturing,
processing, and user industries, it is the product of a genuine
compromise in which we achieved a number of our top priorities. For
instance:

o emergency planning requirements are, for the most part,
compatible with CMA's CAER/NCRIC program;

o "mass balance"” tracking requirements for emissions/discharge
reporting were deleted, although a study provision remains;

o emissions/discharge reporting is limited initially to only 311
substances and compound classes on the New Jersey and Maryland
lists;

o criteria for emissions/discharge reporting is tightened as
compared with the original language in the Senate version;

o basic trade secret and manufacturing process protections are
preserved in the final bill, although some up front
substantiation is required;

o of great importance to us, the entire emergency planning and
community right-to-know title is set up as a separate and
free-standing law, not as an amendment to CERCLA. This means
that funding will come from general appropriatiomns, and not
from Superfund monies, thereby avoiding potential diversion
from CERCLA's primary mission -- clean up of hazardous
waste sites;

o on the downside, the emergency inventory reporting requirements
were expanded beyond what we believe is appropriate -- to
include the OSHA list of hazardous substances. We did get some
relief on mixtures, and broadened ranges for reporting.

Worker Notification -- H.R. 1309 (Gavydos). Representative
Joseph Gaydos (D-PA), despite heavy labor union pressure, was unable
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