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REPORT OF THE PRESIDENT

ASSOCIATION PROGRAM AND ISSUE REPORT

I. ADVOCACY OVERVIEW

A. Congress

The Gramm-Rudman budget balancing law continues to dominace
Congressional attention, Although the February 7 ruling by a Special
Panel of the U.S. Court of Appeals for the District of Columbia
invaiidated the Gramm-Rudman sequestration procedure, it is unlikely
that a serious blow was dealt to deficit reduction or that the impact
of Gramm-Rudman will be seriously affected. The Special Panel's order
was stayed pending an appeal to the Supreme Court, which is exzected
to declde the case by June.

Many of the essential features of Gramm-Rudman remain. There
will be one budget resclution, which is required by law to provide for
a deficit not exceeding $144 billion in FY 87. The budget resoclutior
will spin off a reconciliation bill, which is Congress' first attempt
at meeting the deficit target. There will still be a CBO-OMB deficit
"shapshot” which will serve as the guideline for action. Thus,
Congress will still have an oppeortunity in September to enact
legisglation as an alternatiwve to the across-the-board cuts. But, at
last resort, the across-the-board cuts will still be produced.
Congress could refuse to pass the joint resolution, but this is an
unlikely outcome. Passage of the joint resclution by both Heouses and
signature of the President will be necessary. '

House and Senate Superfund conferees are meeting twice a week
to work on solutions to the programmatic issues. If progress
continues, differences could be resolved in the next four tc six
weeks. The April 1 "deadline” of EPA Administrator Lee Thomas is fast
approaching. He has stated that if Superfund is not refinanced by
this date, he will have to begin terminating cleanup c¢ontracts and
notifying personnel of terminations.

On other issues of importance to the chemical industry -- CMA
testified on March 11 before the Senate Commerce Committee on product
liability and tort reform legislation. Patent Term Restoration was
reported by the Senate Judiriary Cormittee March 11, and could be
moving through Congress. Progress is also being made on the Safe
Drinking Water Conference.
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B. Federal Regulatory Agencies

Department of Transportaticn. The Secretary of Transportaticn
established a Safety Review Task Force to analyze safety programs of
each operating division of DOT. The Task Force produced a report
concerning the review of the Research and Special Programs
Administration (RSPA) The report includes five recommendations
ranging from the issuance of regulatory planning documents to general
management initiatives.

Federal Energy Regqulatory Commission (FERC) and the Department
of Energy (DOE)

A public conference is set for April 10 and 11 on the DOE
proposal to eliminate the numerous ceiling prices under the Natural
Gas Policy Act. The proposal would raise "old gas™ price ceilings.
2l+though the Administration considers legislative decontrol to ba the
best way to eliminate market distortions, the action is being
recommended to assure that the lowest-cost supplies are developed
fully.

On & parallel path, the Secretary of Energy has reaffirmed the
Administration's commitment to comprehensive natural gas derequlation
legislation, despite numerous obstacles in Congress. Following
discussions with producer, pipeline, distributor and user groups,
draft legislation is being circulated in an attempt to reach an
acceptable compromise.

Environmental Protection Agency (EPA). The primary emphasis of
EPA's regulatory program has been in two areas -- air toxics and
RCRA land disposal prohibitions. EPA recently proposed a major rule
that would establish a methodology for determining which hazardous
wastes ultimately may or may not be banned for disposal on the land.
This methodology will hopefully aid EPA in making timely decisions so
that statutory schedules are met and the undesired statutory "hammers"
{automatic prohibitions for land disposal) do not go into effect. The
second area of increased EPA activity is the Agency's air toxics
strategy. The Agency has committed to expedite the decisiocn making
process, as much as technically feasible, on whether or not to list
certain air pollutants under Section 112. The Agency remains
committed to its "intent ko list" precess and intends to fight NRDC's
judiecial challenge of the procedure. In addition, EPA is formulating
a long-term strateqy for regulation of hazardous air pollutants.

C. International

The House is making a strong effort toward reporting out an
omnibus trade bill by mid-May. Speaker 0'Neill is committed to it and
has appointed Majority Leader Jim Wright to coordinate the House
efforts. The Ways and Means Committse held a retreat in March to get
started on a bill. A potential jurisdictional dispute between that
committee with the Commerce Committee has been cooled for the .
present. CMA is little affected by most of the issues in the bill and
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will work primarily for a provision .to exempt import sensitive
products from tariff cuts that are expected to be authorized in a new
GATT negotiation.

The President has informed the Congress of his intent to
negotiate a free trade agreement with Canada. Both the Senate and
House have requested comments on such an agreement, CMA will forward
its comments tc both bodies, possibly jointly with cother members of
the Cffice of the Chemical Industry Trade Advisor {(QOCITA).

A Committee of the General Agreement on Tariffs and Trade (GATT)
is preparing an agenda for the start of multilateral trade
negotiations in September. There is a major dispute within the
Preparatory Committee on several agenda items. CMA's views that (1)
import sensitive products should be exempted from tariff cuts and (2)
intellectual property rights vieclations in other countries shcould be
stopped irc teing sxpressed to the Department =f Tommercs and Th2

Trade Representatives Office.

D. States

Just as states had achieved some financial stability anc had even
reduced some taxes, along comes Gramm-Rudman. As contrasted with the
federal government, states generally operate with balanced budcets.
Even with a less than robust economy, twelve states were able to cut
income taxes last year. A half dozen states repealed corporate
unitary taxation and others are considering repeal in 1986. However,
the reduction of federal support for environmental protection, welfare
pregrams, etc. by Gramm-Rudman will lead to increased funding of these
functions by states and, hence, a reversal of -the current state tax
trend.

For example, state superfunds are already surpassing the federal
fund in overall costs. And if the public cry for help is not heard at
the federal level for whatever reason, the states could easily expand
the effort and costs. State Affairs has just completed a preliminary
study of state superfunds and found that the potential industry
liability ranges from $3 to $9 billion ~ not counting continued
operating and maintenance costs following cleanup or victims'
compensation costs. The latest state to propese an increase in state
superfunds is Pennsylvania which would more than triple the old
propesal.

Massachusetts has a special commission on liability related to
hazardous wastes and they are trying tc quantify the numbers of
"yictims". New York alsc has a legislative program involving
liability. State Affairs is working on model tort reform legislation
with the American Tort Refcrm’Association and other cocalitions.

Right-to-Know issues continue to expand at the state level, often
being included in broader legislation involving air toxics and
emergency response. CMA, in conjunction with the New York Business
Alliance, testified at the state's hearing on emergency planning.
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Many states are currently. considering programs to regulate air toxics
including Connecticut, Massachusetts, Florida, Marvland, Kentucky, and
North Carolina.

Finally, a possible new trend from one of the trend setters-
California. State Affairs is working with the Chemical Industry
Council of Califernia to develop an alternative to the employee health
surveillance bill being considered in the Assembly.

E. Media

ABCs movie about an American Bhopal, "Acceptable Risks," seems
to have subsided with nary a ripple. The network's policy and
standards division—--to their credit--agreed to include an announcement
at the end of the program advising interested citizens to write EPA,
TMA or Environmental Action for more informaticn.

There has been no perceptible increase in inguiries about
emergency planning that we can credit to the movie. This mav he
because the audience was so limited for the film. It ran last in all-
major markets.

Member companies across the country participated in local
television follow up programs. A number made special efforts to
inform employees before the film was shown. One opened a telephone
bank to respond to community questions.

The Superfund communication program that moved back inte high
gear with visits scheduled with editorial boads across the country.
CMA Chairman George Sella conducted a March 12 news conference in
Washington calling for immediate reauthorization with a broad-based
tax to fund and expanded program.

Reaction from editorial beards thus far has shown basic support
for breoadening the tax base.

March 13 Chairman Sella publicly announced CMAs Air Toxics
control policy during a speech to industry air coordinators in New
Orleans. The announcement was distributed to over 1000 news contacts
and videotaped for release to CMA's 500 Televison/3500 radio station
network.

F. Courts

Supreme Court Decision in Exxon v. Hunt. On March 10, the
Supreme Court held that a state may not levy a state Superfund tax to
fund the same type of expenses that may be covered by the federal
Superfund program. In so holding, the Supreme Court stated that the
provision of Superfund on which it based its decision reflected
"Congress' concern about the potentially adverse effects of
overtaxation on the American petrochemical industry." (Slip opinion
at p. 15) The Court noted that Congress was aware that the funding
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level of the federal Superfund was insufficient te clean up more than
a few of the nation's worst hazardous waste sites. However, remedying
these problems was not the scle policy choice reflected in CERCLA.
Because of Congress' concern about the effect of taxaticn on the
chemical industry, the Court concluded that Congress intended teo place
some restrictions on the ability of states to impose taxes to fund
state cleanup programs.

Specifically, the Court held that New Jersey's Spill Fund was
partially pre—empted by § 114{c) of Superfund which provides that "no
person may be required to contribute to any fund the purpose of which
is to pay compensation for claims for any costs of response or
damages"” that may be compensated urder Superfund. The Court
interpreted this phrase as a "shorthand for the authorized uses of
Superfund" {at p.12}.

The Courts, however, did rule that some state Superfund uses are
valid. The Court directed that the National Contingerncy Flan (:CP)
be used as the criteria to determine which expenses are eligible for
Superfund money. By statute, the state’'s 10% matching share of
remedial costs is not an cligible cost under Superfund and therefore
may be funded by a state Superfund. In réviewing the uses of the New
Jersey Spill PFund, the Court held that those "parts of the statute
that permit Spill Fund expenditures beyond this state share for
remedial costs for sites on the National Priority List, or for remowval
cost that are eligible for Superfund compensaticn under the terms of
the NCP, are pre-empted by § 1l4(c}." {(at p. 19) The uses of the
Spill Fund which were upheld as valid are to pay for (1) compensation
cf third parties for damages resulting from hazardous substances
discharges, (2) personnel and equipment costs, (3) administration
costs, and (4) research.

II. ISSUES AND PROGRAM STATUS

A, Hazardous Waste (Superfund)

1. Congreésional Developments and Respoﬁse

Representatives from the nine House & Senate Committees that
worked on the Superfund legislation, convened the conference February
26. They will work toward the resolution of the program issues and to
restore the taxing authority which expired September 30, 1985.
Representative John Dingell (D-MI} was elected chairman of the
conference committee to resolve the program issues. In other action,
the tax conferees elected Representative Rostenkowski (D-IL) to chair
the meetings on the size and source of funding. The tax conferees
have not set a date to meet on the funding issues.

The program conferees decided to meet every Tuesday and
Thursday. These meetings will continue until March 21 when they will
evaluate their progress and the work needed to complete the
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conference. If final resolution is near by March 21 then they will
not consider a short term extension. This is because EPA
Administrator Lee Thomas has stated if Superfund is not refinanced by
April 1, he will have to begin terminating cleanup contracts and begin
the process of notifying some 1,500 emplovees of termination by
September or Octoher.

The conferees have met over the last two weeks and resolved about
thirty non-controversial program issues. They still have about two
hundred program issues to resolve including such important issues as
cleanup standards and state standards; settlements and liability
issues and right-to-know including emissions reporting. But the key
to concluding the ceonference and having a five vear Superfund
reauthorization is the resoution of the controversy over the source of
funding.

The CGovernment Relations Committee's Superfund Task Sroup has
distributed to the conferees a side-by-side analysis of the two hills
exploring the most desirable position on each of the program issues.
The task group members continue to express the unfairness and inequity
of the House-passed funding proposal. They are using EPA's
Potentially Responsible Party (PRP} list and economic data on the
impact of increased feedstock taxes to press for a broad based source
of funding.

Alsoc, members of the CMA Executive Committee and Board of
Directors have contacted key Administration officials, selected
Members of the Senate and are in the process of contacting all the
Members of the Ways & Means Committee to press for a broad based tax.

2. Grassroots Activities

The Grassroots Program continues to keep its contacts up-to-
date on the latest Superfund developments. Specific requests for
constituant contacts will be made as directed by the Government
Relations Committee Superfund Task Group.

3. Communications
A press conference was held March 12 in Washington to release the

EPA’s list of 6,000 "PRPs" at Superfund waste sites. CMA Chairman
George Sella, who conducted the press conference, also urged Congress

. to complete reauthorization of the law with broad-based tax.

Television and radio newsfeeds of the press conference were
distributed to broadecast outlets in key states.

Media tours are under way in selected Congressional
districts/states represented by House~Sentate conferees. Tours have
been scheduled in Knoxville, Long Island, Houston, Dallas,

Ft. Worth, New Orleans, Baton Rouge, Lafayette, la., and Lake
Charles, La.
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Seven radic newsfeeds were developed and distributed to the
"Report" and "Lifestyle" networks on Superfund issues.

B. Hazardous Waste Management (RCRA)

1. Congressional Developments and Response

It appears that there may be upcoming legislative activity over
the next few months in the RCRA area, as both the House and the Senate
have held oversight hearings on EPA's proposed regulations of the 1984
law.

A key area of legislative concern will be the effects of the loss
of interim status on RCRA sites. Other areas that may be the subject
of future oversight hearings are groundwater monitoring regulations,
irventorv requirements and insurance availabilitey,

ban regulations (see below). The Senate Environment and Public Work
Committee and the House Energy and Commerce Committee hoth held
hearings on the proposed land disposal ban regulaticn. & letter was
sent from key Members of Congress to EPA Administrator Lee Thomas
indicating that EPA has misinterpreted the RCRA amendments in their
proposed rule on land disposal restrictions. CMA will be meeting with
Congressicnal staff to discuss EPA's propesal and any future

legislative activity.

P A=A, niaT L
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2. Requlatory Developments and Response

RCRA Land Disposal Restrictions. EMC's RCRA Requlations Task
Group has developed comprehensive comments on EPA's proposed
requlatory framework for implementing the land disposal restrictions
contained in the Hazardous and Solid Waste Amendments of 1984, The
comments also address proposed levels and methods of treatment and
compiliance deadlines pertaining to the land disposal of certain
hazardous wastes containing dioxins and spent solvents. CMA's comments
strongly support: the overall approach selected by EPA for
implementing the land disposal restriction provisions; the proposal
for establishing a screening level as a first-step determination of
those land disposal practices that are not protective of health ang
the environment: and EPA's interpretation of a migration standard.
CMA's comments also address specific technical concerns with the
components of EPA's methodology and in how the laws were applied to
make specific technical decisions regarding spent solvent and dioxin-
containing wastes.

C. Aair a

1. Congressional Development and Reponse

CMA 075719



Congressman Henry Waxman (D-CA), Chairman of the House Health
and the Envircnment Subcommittee, and Senator Robert Stafford (R-
VT), Chairman of the Senate Environment and Public Works Committee,
continue to state that clean air is on their agendas this yvear. 1In a
March 10 speech, Waxman described the air toxies bill that he
introduced last spring as necessary and still under consideration by
his subcommittee. Waxman has been on the verge of introducing an acid
rain bill since last summer. Recently, he has been considering a bi-
partisan compromise. CMA is monitoring for any effort to combine
Waxman's air toxics bill with an acid rain bill in the House. In
addition, Stafford has been planning to introduce acid rain
legislation, which reportedly provides for contrel beyond sulfur
dioxide and NOx., Current stimulation of acid rain bills is the
U.5. /Canada meeting scheduled March 18.

2. Grassroots Activities

The Grassroots Program continues to work closely with the Air
Toxic Team in the development of appropriate messages and targets to
support the Association's new alr toxies policy and program. It is
anticipated that meetings with selected Congressmen and Senators wiil
begin this spring. Analysis of selected congressional districts and
states is underway to determine CMA company presence. The Grassroots
Program is participating in the current Air Toxic workshops in order
to introduce participants to the program.

3. Policy Development, Analytical and Program Activities

Alr Toxics Control Policy Implementation. The EMC's Air Toxics
Coordinating Group has developed an initial work plan that supports
member companies' implementation of the air toxics control policy. A
series of workshops, for member companies, are being conducted to
discuss the new policy and its implementation. Four werksheps have
been held. Five additional workshops are scheduled in March and early
April. The workshops are being co-sponscred by the local chemical
industry councils. The New Orleans workshop featured a luncheon
speech by George Sella, Chairman of the Board, that was open to
invited local media, industry, and governmmental official-. The talk
tied together the industry's commitment to CAER, NCRIC, and the new
air toxics control policy.

D. Surface Water

1. Congressional Developments and Response

Clean Water Act. In mid-February, Congressional staff to the
conferees on the Clean Water Act Amendments (S. 1128 House and Senate
versions) began preparations, but their meetings were suspended when
the Superfund conference began. During the brief period of movement
toward the Clean Water conference, CMA representatives met with House
committee staff and reviewed recommended improvements for S. 1128,
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These recommendations originally were provided to Congressional staff
last September.

2. Policy Development, Analytical and Program Activities

Envircnmental Monitoring. The Environmental Monitoring Task
Group has completed a white paper on environmental monitoring that is
intended to present the capabilities and limitations of environmental
monitoring. The 12-page booklet is written in layman's language for
use in various external forums.

3. Communicatiocns

Two radio newsfeeds were produced and distributed to the "Report"
networks on surface water.

E. Groundwater {Includes Safe Drinking Water Act)

1. Congressional Developments and Response

Safe Drinking Water Act

The House/Senate Conference Committee continues to try to work on
reauthorizing the Safe Drinking Water Act. Conference did begin, with
conferees resolving 18 differences between the House and Senate
bills. But, strong differences remain on the issue of groundwater
protection, and it will be difficult to reconcile the House and Senate
positions in this area. Senate and House conferees are more hopeful,
however, that they will be able to reach a compromise on the
groundwater provision.

The Senate bill (S. 124) is sponsored by Senator Dave Durenberger
(R-MN). The House bill (H.R. 1650) was introduced by Rep. Edward R.
Madigan {(R-IL). Both bills would set deadlines for the Environmental
Protection Agency to regulate drinking water contaminants, require
monitoring for unregulated contaminants, and establish a demonstration
program for planning to protect aquifiers that are the sole or
principal source of a community's drinking water.

Conferees were able to agree on other differences between the two
bills.

A key agreement reached by the conferees was to adopt language
requiring the Environmental Protection Agency to set binding standards
for a list of 85 contaminants within three years of enactment, based
on the health effects and cost criteria specified in current law.

Conferees also agreed to split the difference between the funding
levels in the two bills, resulting in authorization of about $135
million for Safe Drinking Water Act programs in fiscal 1987.

i
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On the groundwater issue the House (H.R. 1650) would create a new
federal program of grants tc states to develop plans and regulations
as needed to protect groundwater within their boundaries., The Senate
bill (S. 124) would authorize funds only to protect aquifers that
serve as the only available supply of drinking water for a community.
The Senate continues to prefer keeping the groundwater issue separate
from the Safe Drinking Water Act.

CMA has supported the Senate bill over the House version on three
issues: standard setting, no comprehensive groundwater protection
program, and the Senate critical aguifer demonstration program instead
of the House sole source, :

Groundwater

In the fall, Senator Dave Durenberger (R-MN} held a series of
hearings leading toward the intreduction of his groundwater wrotection
bill., Senator Durenberxger plans on introducing his bill, with
bipartisan support, sometime this spring.

Senators George Mitchell (D-ME) and Max Baucus (D-MT) introduced
their groundwater protection bill, S. 1836, on Novembher 7, 1985,
primarily to begin the discussions in the groundwater debate. This
bill would require states to have their own groundwater protection
programs and to establish groundwater gquality standards, with
assistance from the Federal government. CMA is currently working on
an analysis of the Mitchell/Baucus bill

The National Groundwater Pelicy Forum, led by Gov. Bruce Babbitt
of Arizona, announced its legislative recommendaticns. These
recommendations, together with Senator Mitchell's and Senator
Durenberger's bills, will probably serve as the initial focal point
for the groundwater legislative debate this year. CMA is in the
process of completing an analysis of the Forum's proposal,

Activity in the House appears to be picking up in the groundwater
area. A House version of the Mitchell/Baucus bill was introduced
(H.R. 3808) and hearings will be held in the spring on various
groundwater initiatives. Progress will most likely be slow in the
House, however, due to jurisdictional problems. The Energy &
Commerce, Public Works and Transportation and Interior Committees will
all be playing a role in the groundwater debate in the House.

2, Grassroots Activities
The Grassroots Program will begin to address the Groundwater
issue as the need for district level communications becomes more

timely. At thig time, however, most of the attention of the
Grassroots Program is being directed toward the Air Toxics program.

3. Requlatory Developments and Response
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