The original documents are located in Box 47, folder “6/21/76 S532 Wool Act Payments” of
the White House Records Office: Legislation Case Files at the Gerald R. Ford Presidential
Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.

Exact duplicates within this folder were not digitized.



w

THE WHITE HOUSE ACTION

WASHINGTON
June 18, 1976

Last Day: June 23

MEMORANDUM FOR THE PRESIDENT
FROM: i JIM CANN
SUBJECT: S. 532 - Wool Act Payments

Attached for your consideration is S. 532, sponsored by
Senator Haskell and four others.

The enrolled bill authorizes the Secretary of Agriculture
to retroactively amend regulations pertaining to the
computation of price support payments under the National
Wool Act and adjust certain wool price support payments
for the marketing years 1969 through 1972.

A detailed discussion of the provisions of the enrolled
bill is provided in OMB's enrolled bill report at Tab A.

OMB, Max Friedersdorf, Bill Seidman, Counsel's Office
(Lazarus) and I recommend approval of the enrolled bill.
Although they have no objection to the bill in general
CEA (Davis) finds no Sound economic reason to support it.

RECOMMENDAT ION

That you sign S. 532 at Tab B.

Digitized from Box 47 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

JUN 11 1976

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 532 - Wool Act payments
Sponsors - Sen. Haskell (D) Colorado
and 4 others

Last Day for Action

June 23, 1976 - Wednesday

Purgose

Authorizes the Secretary of Agriculture to

(1) retroactively amend regulations pertaining
to the computation of price support payments
under the National Wool Act and (2) adjust
certain wool price support payments for the
marketing vears 1969 through 1972.

Agency Recommendations

Office of Management and Budget Approval
Department of Agriculture ' Approval
Discussion

Under provisions of the National Wool Act, price
support payments are made to wool producers. The
payment rate is the percentage required to bring
the national average price received by wool
producers up to the support price. By making the
price support payment a flat percentage, paid to
all wool producers regardless of the average price
they receive in marketing their wool, the Act
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rewards quality producers. It also encourages
those producers who sell at less than the national
average price to improve the gquality and marketing
of their wool. :

For the marketing years 1955 through 1973,
Agriculture's regulations required that wool
payments be computed as a function of the

"net proceeds" realized by each grower from the
sale of his wool, as evidenced by bona fide
sales receipts. Agriculture's regulations did
not include promissory notes or other promises
to pay within the meaning of "net proceeds."

This situation lead to program inequities and
created genuine hardships for some fifty wool
producers during the 1969 and 1970 marketing
years. Briefly, the affected producers sold their
wool to a private marketing agent and received
partial payment in cash with the balance due
being covered by promissory notes. Subsequently,
the notes proved to be uncollectable and the wool
unrecoverable. Each wool producer's price
support payments had been made on the basis of
the full purchase price, including the amount

of the promissory note, before there was
knowledge of the marketing agent's default.

After learning of the problems created by these
regulations, Agriculture instituted prospective
changes in its regulations to avoid a recurrence
of this unfortunate situation. However, the
Department was advised by the Deputy Comptroller
General that the regulations could not legally be
waived retroactively to provide relief for the
wool producers involved in the 1969/1970 note
default. Accordingly, Agriculture made claims
against these wool producers for repayment of the
amounts improperly paid.

S. 532 would rectify the situation described
above. Specifically, the enrolled bill would
authorize the Secretary of Agriculture to amend



retroactively the regulations pertaining to the
computation of price support payments under the
National Wool Act. Payments would be computed on
the basis of (1) the net sales proceeds received
or (2) in the case of any producer who failed to
realize the amount provided for in the sales
document, the lesser of the following: (a) the
net sales proceeds based on the price the
producer would have received had there been no
default of payment, or (b) the fair market value
of the wool at the time of sale. Moreover, the
Secretary could reconsider applications filed for
wool price support payments covering the 1969-1972
marketing years and make payment adjustments as
he determines fair and equitable.

In reporting on 8. 532, the Senate Committee on
Agriculture and Forestry noted that:

"The legislation would, therefore,
provide relief to wool producers who
were denied their full support pay-
ments for 1969 and 1970 because of
defaults by their marketing agency
and accord them the treatment now
being afforded to all wool producers."

Agriculture estimates that $150,000 would be
needed to pay the affected producers.

o T

Agssistant Director for
Legislative Reference

Enclosureg



DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON, D. €. 20250

June ~ o GTe

Honorable James T. Lynn
Director, Office of Management
and Budget

Dear Mr. Lynn:

In reply to the request of your office, the following report is submitted
on the enrolled bill S8.532, "To authorize. the Secretary of Agriculture

to amend retroactively regulations of the Department of Agriculture
pertaining to the computation of price support payments under the
National Wool Act of 1954 in order to insure the equitable treatment

of ranchers and farmers."

This Department recommends that the President approve the bill.

The bill would authorize the Secretary to amend retroactively the
Department's regulations to provide that in the case of any rancher
or farmer who failed to realize the amount provided for in the sales
document that payments may be computed on the basis of the lesser of:
(a) the net sales proceeds based on the price the producer would have
received had there been no default of payment, or (b) the fair market
value of the commodity concerned at the time of sale.

The bill would also authorize the Secretary to reconsider any appli-
cation for payment with respect to any commodity marketed during
marketing years 1969 through 1972 and to make payments as he determines
are fair and equitable on the basis of the proposed amendment.

It is believed that a total of $150,000 would be needed under this
bill to pay the producers involved. The payments would likely be
made during the 1977 fiscal year.

Sincerely,

a7

John A. Knebel
Under Secretar



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

JUN 11 1976

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 532 - Wool Act payments
Sponsors - Sen. Haskell (D) Colorado
and 4 others

Last Day for Action

June 23, 1976 - Wednesday

Purpose

Authorizes the Secretary of Agriculture to

(1) retroactively amend regulations pertaining
to the computation of price support payments
under the National Wool Act and (2) adjust
certain wool price support payments for the
marketing years 1969 through 1972.

Agency Recommendations

Office of Management and Budget Approval
Department of Agriculture Approval

Discussion

Under provisions of the National Wool Act, price
support payments are made to wool producers. The
payment rate is the percentage required to bring
the national average price received by wool
producers up to the support price. By making the
price support payment a flat percentage, paid to
&ll wool producers regardless of the average price
they receive in marketing their wool, the Act

Attached document was not scanned because it is duplicated elsewhere in the document




THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.:

Dale:  gune 15 Time:  g945am

FOR ACTION: raul Leach’ # cc (for information): Jack Marsh
1111 Seidman < Jim Cavanaugh
Alan Greenspan e & Ed Schmults

Max Frledersdorf'
Ken Lazarus i;

FROM THE STAFF SECRETARY

DUE: Date: June 16 Time: 1000am

SUBJECT:
S.532-Wood Act payments

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Prepare Agenda and Brief Draft Reply

X For Your Comments Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any. questions or if you anticipate a
delay in submitting the required material, please K. R. COLE, JR.
telephoné'the Staff Secretary imgriodiately, For the President
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THE WHITE HOUSE
ACTION MEMORANDUM WASHINGTON LOG NO.:

Date: Have 16 Time: 945am
(for information): Jack Marsh

Jim Cavanaugh
Ed Schmults

FOR ACTION: Paul Leach
Bill Seidman
Alan Greenspan
Max Friedersdorf
Ken Lazarus

FROM THE STAF'F SECRETARY

a J v16 | | o ' 1000am Ty
DUE: Date: une oy Time:

SUBJECT:
S.532-Wood Act paymehts

_ ACTION REQUESTED:

For Necessary Action For Your Recommendations

. Prepare Agenda and Brief Draft Reply

—X_ For Your Comments Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing
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Wplwum W%mé%ﬁ/f@mw
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please James M. Cannon
telephone the Staff Secreiary immediately. For the President



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON . I.OG NO.:
' i

Date: June 15 Time:  945am
Bill Seidman Jim Cavanaugh
Alan Greenspan Ed Schmults

Max Friedersdorf
Ken Lazarus

FRCM THE STAYF SECRETARY

DUE: Dote: June 16. Time: 1000am

SUBJECT:
S.532-Wood Act payments

~ ACTION REQUESTED:

For Necessary Action For Your Recommendations

— . Prepare Agenda and Brief Draft Reply

X For Your Comments —_ Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

No objection.

Ken Lazarus

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required mcterial, please James M. Cannon
telephone the Staff Secretary imimediately. . For the P}res:.dent



Calendar No. 684

941 CoNGRESS ' SENATE { REPORT
~ 2d Session o No. 94-716

WOOL ACT PAYMENTS

Marcr 29, 1976.—Ordered to be printed

Mr. ﬁUDDLEsmN, from the Committee on Agriculture and ‘Fbrestry,
submitted the following e

REPORT
'['To accompany 8. 532

The Committee on Agriculture and Forestry, to which was referred
the bill (S. 532) to authorize the Secretary of Agriculture to amend
retroactively regulations of the Department of Agriculture pertainirng
to the computation of price support payments under the National
Wool Act of 1954 in order to insure the equitable treatment of ranch-
ers and farmers, having considered the same, reports favorably thereon
without amendment and recommmends that the bill do pass.

" SHORT EXPLANATION

S.'532 is remedial Tegistation which would authorize the Secretary
of Agriculture to amend retroactively the regulations governing the
computation of price support payments unggr the N%tional* ‘o0l
Act of 1954 for the marketing years 1969 through 1972. The amended
regulations would permit the making of Wool Act payments to certain’
farmers and ranchers who failed to receive the full proceeds from their
sale of wool because of defaults in payment by their marketing agency.

Under the bill, payments: could be eomputed on the basie of the
lesser of (A) the net sales proceeds based on the price the farmer or
rancher would have received had there been no default of paymens.or
(B) the fair market value of the wool at the time of sale. The Secre-
tary woud be authorized to reconsider any application filed for Wool
Act payments during the four marketing years 1969 through 1972 and
to make such payment adjustments as he determines to be fair and
equitable on the basis of any amendment made to the regulations under
the authority of the bill. AR SRR

67-006
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BAGKGROUND

Under the National Wool Act, wool is recognized as an essential
and strategic commodity which is not produced in cufficient guantity
in the United States. It is the declared policy of Congress, as a measure
of national security and in promotion of the general economic wel-
fare, to encourage the annual domestic production of approximately
300 million pounds of shorn wool. ‘ ;

Under the Act, a support price is established to encourage the pro-
duction of wool. Payments are made to wool producers in such amount
as, when added to the national average price they receive, will give the
producers a national average return equal to the support price.

The rate of payment is, therefore, the percentage required to bring
the national average price-received by wool producers up to the sup-
port price. Such rate recognizes quality production and encourages
individuals producers to improve the quality and marketing of their.

For example, if the national average price of wool is 50 cents per
pound and the support price is 65 cents per pound, the payment rate
is the percentage necessary to bring the average up to the support
price, or 30 percent. In determining a producer’s Wool Act payments,
such percentage is multiplied by the actual adverage price received by
the producer. Therefore, if a producer’s actual average sales price 13

50 cents per pound, his payment would be 15 cents per pound. If his
actual sales price is 75 cents, his payment would be 2215 cents per

pound. :
; NEED FOR LEGISLATION

The regulations governing the wool program for the marketing
years 1955 through 1978 provided that payments be computed on the
basis of the net proceeds realized by each grower from the sale of his
wool. A promise to pay, even though supported by a promissory note
or a postdated check, was not accepted by the Department as the
equivalent of “net proceeds” within the meaning of the regulations.
In certain situations beyond a producer’s control, this policy led to
inequities in the program and resulted in considerable hardship.

During 1969 and 1970, a number of wool producers delivered wool
to a marketing agency under one of several types of agreements
whereby the producer delivered his wool to the agency, relinquished

title of the wool, and received an advance against (1) 2 specified price, .

(2) a price to be agreed to at a later date, or (8) -the market value at

the time of receipt of the wool. : e :
In a number of instances, the balances due the producers were repre-

sented by promissory notes. The notes were unpaid at maturity and

proved to be uncollectable. Under the existing regulations, it was deter-.

mined by the Department that the producers could receive Wool Act
payments only on the basis of that part.of the purchase price received

in the form of a cash advance, and the uncollectable note could not be.

considered a part of the net sales proceeds.

In a letter to the Comptroller General dated J ui}r l6.‘ 1973, the De-

partment stated that it proposed to amend the regulations and make

SR.716
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paymments te any woel producers where a bon g
ﬁiﬁe by ;he _E)roducer but he is unable to prmeitﬁgg,ggéieoifv;?lnzii
) ’ roller General, in » letter to the Secret: f Ag-
;1;:;}1131;;‘3 c‘iated 53 anuary 21, 1974, stated that, since the purt;;geﬂoff%}%e
Rinoncive waiver of rpieiont m st ety be o permi
the transactiony wa tegulator ‘requirements applicable at the time
gally be adopted. The Depat{* eé(g;oposed N Gomon ae could not Te-

‘ . eput; nptroller General sta

gﬁ%ﬂﬁ? would be no objection to the prospeetive ac%oi)t?igelg ;Lxl;lg :evif:
cafio und% P{pvgiloln for varying the actual net sales proceeds re g}?reé
ment ur bei 1m11@xdean§i clearly defined circumstances. Such a qrovin
on haa be 411511e uded in the regulations governing the wool prp m
on 1973 m&.‘ikeﬁﬁ;’glﬁ %:gollnairkeht?;g et ‘paymentswet'eoﬁm~
by 'IE}IH plroducexzs exceeded the 2§§§ortepr;i?é? nal average frrice received
Wholirele‘gl(sllatgon would, therefore, provide relief to wool roducers
oeho wer de(;mel(g their full support payments for 1969 an 19736§1S
foiso of aults by their marketing agency and accord the: o
atment now being afforded to all wool preducers, em the

During the 93rd Congress. an identical bill (S. 3056) Was reported

by the Comamit »
no acti onon thejt%e}iﬁ,nd passed b.Y the Senate. HOWeVer? ;the House took

DEPARTMENTAL VIEWS

The following letter dated M | '
: arch 28, 1¢
of Agriculture recommends enactment t’)flflzz ’1555’?1&33; pEpartment

Drparrvenr op Acrrevrrore,
e %FFI(;E OF THE SECRETARY,
s A ar 5.
Hon, Humstax E, Tarar . shangton, D.C., March 28, 1975.

Chairman, Committee ;
on 4
DWQSMngiO%, il Agriouliure and Forestry, U.S. Senate,
DEag : This is 1
oy 10 f%}lx*&a, geHAthMAN. This is in reply to your request of Febru-
Sy ol for Apo‘ on 8. 532. The bill is entitled “To authorizge th
Departmint 2 gl'{mqlture to amend retroactively regulations of‘the»
A oi Agriculture pertaining to the computation of pri :
sur P thpayments under the National Wool Act of 1954 ; &prlcet
.,fllre De equitable treatment of ranchers and farmers.” 1 order to
2 195, ggegvaorggent fﬁeommeﬂds that the bill be passed .

. authorize the Secretary to 1 re i
3e¥artment’s regulations to provide thﬁt in aghn: Iégsgeﬁo:gm?aly ﬁhe
docuﬁ?rfg gﬁ:g ggﬂed tfs reahz% the amount provided for inythens(iﬂzz

: ; yments may be computed on the basis of ¢
ﬁ];;, e(a) tl}ef ne;;1 sales proceeds based on the price theagfoggcige;ﬁ?fg
e recsmed ad there been no default of payment, or (b) the fai
mé}; h<et value of the commodity concerned at the time of sale, w
i 1(; ?111 Wm}ld also authorize the Secretary to reconsider 'a,ny appli-
markétigg gzg;gel%%gvtli};ores%efg”g) arév commodity marketed duIi'ing
arketing ye 769 through 1972 and to make pa3 er-
mines are fair and equitable on the basis of theegr?;)};ggsfaﬁg;%?szig
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A promise to pay, even though supported by a promissory note or
a postdated check, has not been accepted as the equivalent of a pay-
ment within the meaning of the regulations governing the coniputa-
tion of payments under the National Wool Act. In certain situations
beyond a producer’s control, this policy can and, in fact, did lead to
inequities in the program. During 1969 and 1970, a number of wool
producers delivered wool to a marketing agency under one of several
types of agreements whereby the producer relinquished title to the
wool and received an advance against (1) a specified price, (2) a price
to be agreed to at a later date, or (3) the market value at the time of
receipt of the wool.
~ In a number of instances, the balance due the producers was paid
by promissory notes which were never collectible. Because of the policy
described above, it was determined that the producers could receive &
payment only on the basis of that part of the purchase price received
in the form of a cash advance and the uncollectible notes could not be
considered a part of the net sales proceeds. This resulted in consider-
able hardship for the producers involved. _

Tf S. 532 is enacted, it is estimated that approximately $150,000
would be paid to about 50 producers who were denied their full incen-
tive payments. , . - - :

The current regulations governing the wool payment program for
the 1974 through 1977 marketing years, provide for the use of admin-
istrative discretion under specified circumstances to include uncollecti-
ble notes as part of the net sales proceeds. - . .. - . -

The Office of Management and Budget advises that there is.no ob-
jection to the presentation of this report from the standpoint of the
Administration’s program.

Sincerely,
J. Pain. CAMPBELL, o

R “Acting Secretary.
COST ESTIMATE ‘ T

Tn accordance with section 252 of the Legislative Reorganization
Act of 1970, the Committee estimates that the costs to be incurred by
the federal government as a result of the enactment of this legislation
would total approximately $150,000. This estimate of costs is based on
the estimate made by the %epartment of Agriculture.

OPINION OF THE DEPUTY COMPIROLLER GENERAL

n a letter dated July 6, 1973, the Department of Agriculture asked
the Comptroller General whether it would be proper, under existing
law, to amend the regulations and make Wool Act payments to pro-
ducers who were denied such payments because of defaults by their
marketing agency. The response of the Deputy Comptroller General,
dated November 27, 1973, reads as follows:

CoMPTROLLER (FENERAL OF THE UNITED STATES,
' Washington, D.C., November 27, 1975.
The SECRETARY OF AGRICULTURE,
Washington, D.C. '
Dear Mg. SEcreTARY : By letter dated July 6, 1973, the Assistant
Secretary of Agriculture for International Affairs and Commodity
S$.R. 716
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Programs requested our opinion whether a proposed amendment as
hereinafter described may be made to the regulations governing the
Commodity Credit Corporation’s program for price support pay-
ments on marketings of shorn wool and unshorn lambs pursuant to
the authority contained in the National Wool Act of 1954, as amended
7 U.8.C. 1781-1787. The current regulations for this program are
‘published in Part 1472 of Title 7, Code of Federal Regulations.

The Assistant Secretary’s letter reads, in part, as follows :

“The [National Wool] Act provides in pertinent part that ‘The
Secretary of Agriculture shall, through the Commeodity Credit Cor-
poration, support the prices of wool and mohair, respectively, to pro-
ducers thereof by means of loans, purchases, payments, or other opera-
tions’ (7 U.S.C. 1782(a)), and that ‘If payments are utilized as a
means of price support, the payments shall be such as the Secretary
of Agriculture determines to be sufficient, when added to the national
average price received by producers, to give producers a national
average return for the commodity equal to the support price level
therefor * * ¥ (7 U.S.C. 1783). The Act further provides that ‘the
a}};)(ﬁl%ts,d t(zrms} :ngi conditions dﬁ) the price support operations * * *
shall be determined or approve the Secretary of Agri ?
U.S.C. 1785). PP Y tary of Sgricuiture’ (7

“Prior to 1954, CCC supported wool prices through loans and pur-
chases, as a result of which CCC took into inventory a considerable
part of our domestic wool production. The National Wool Act was
enacted as the best way to provide income protection to wool growers
while at the same time leaving the marketing process in the hands of
wool growers and the trade without Government involvement. As was
pointed out during committee hearings on the legislation, it was pro-
posed, in order to provide an incentive to each producer to obtain the
maximum price for his wool and thereby reduce the government cost
of the program, to base each grower’s payment on the amount realized
from the marketing of his wool, Accordingly, the program regulations

for the marketing years from 1955 through 1973 have provided that

the wool payments will be based on the net proceeds realized ]

grower from the sale of his wool (7 CFR 14’?2.1308), ata i:?eg}l’.; 18)2;}}
ment which is the percentage of the national average price per pound
received by producers in the same marketing year which is required
to brmg such national average price up to the support price for the
wool (7 CFR 1472.1805(b)). In order to determine the net sales
proceeds, the regulations require the producer’s application to be sup-
ported by a final accounting for the wool, evidenced by sales docu-
ments which may not include contracts to sell or tentative or pro forma
iitgleénwenés (7 1;‘}? 1&;7_2.13183, and the supporting sales document

0 show, among other things, the net amount i
foz" gle ol (’?iSFR 1472.1%51 YiSH unt received by the‘ producer
A promise to pay, even though supported by a promi

a post-dated check, has not been -accegged as t}iz ﬁnﬁﬁﬁﬁﬁgf
ment within the meaning of the regulations governing the compubih
tion of incentive payments. In certain situations heyor?d a. producer’s
control, this policy can, and in fact recently did, lead to inequities in
the program which would result in a frustration of the purpose of the
program. For example, during 1969 and early 1970, a number of wool
producers in Colorado, Idaho and Wyoming delivered wool to a mar-

S.R, 716



keting agency under one of several types of agreement whereby the
producer delivered his crop of wool to the agency, relinquished title
to the wool, and received an advance against either a specified price,
or a price to be agreed to at a later date, or the market value at the
time of receipt of the wool. The balance was to be paid on delivery,
under one type of contract, or when the agency sold the wool, under
the others. In addition, in some instances the wool was turned over to
the agency under a marketing agreement pursuant to which an initial
advance was made and the proceeds from the sale of the wool were to
be accounted for after the wool was sold. Under such an agreement,
title to the wool did not pass at time of delivery. For all 1970 transac-
tions, the balance was paid by note in December of 1970, transmitted
with a final accounting on the wool and an explanation that although
the agency was unable to sell a considerable proportion of the wool, it
was completing the purchase in order that the producers might apply
for their incentive payments. Each of the statements of account indi-
cated final payment by check, however, rather than by note and as a
result incentive payments were made on the net proceeds set forth in
the statements of account. Tn all cases, the notes were unpaid and
uncollectable at and subsequent to maturity. Because of the adminis-
trative poliey in interpreting the computation provisions of the regula-
tions described hereinabove, it was determined that incentive payments
properly should have been made only on that part of the purchase
‘price which was received in the form of a cash advance and the
tncollectible notes should not have been considered a part of the net
sales proceeds. Consequently, on learning the facts in these cases, claim
was made against each of these producers for repayment of the
amounts improperly paid. This has resulted in many instances in con-
siderable hardship for the producers. -

T the view of the foregoing, it is proposed to amend the regulations
to permit the computation of incentive payments, under 7 CFR
1472.1208 (applicable to the marketing years, 1966-1970) and 7 CFR
14721808 (applicable to the marketing: vears—1971-1973), to be
‘based on either the net sales proceeds received by the producer or, 1n
the event the producer does not realize the amount provided for in the
sales document, as for example where the purchaser has become in-
solvent between the time all the conditions of a marketing as pre-
scribed by 7 CFR 1472.1307 have been met and the time payment is due
{under a note, check or some other contractual srrangement), the
Jower of (1) the net sales proceeds based on the price the producer
should have received had there been no default or (2) the fair market
value at the time of sale of the wool. It is further proposed to amend
the regulations to permit reconsideration, under the amended sctions
governing computation of payments, of ‘any application previously
filed with respect to & marketing which took place within the current
marketing year or the three marketing yvears prior thereto.”

The Commodity Credit Corporation {CCC) regulations governing
the wool price support programs, as published in the Code of Federal
Regulations, recite as authority for their issuance sections 4 and 5 of
the Commodity Credit Corporation Charter Act, as amended, 15
U.S.C. 714b, 7l4e, and the National Wool Act. Section 4(d) of the
Charter Act, 15 U.S.C. T14b(d), authorizes the Corporation to “adopt,

8.R. 716
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amend, and repeal bylaws, rules, and regulations governing the man-
ner in which its business may he conducted and the powers vested in it
may be exercised.” Section 706 of the Nationa]l Wool Act, 7 U.S.C.
17§5, provides in part quoting from the United States Code.

Except as otherwise provided in this chapter, the amounts, terms,
and conditions of the price support operations and the extent to which
such operations are carried out shall be determined or approved by the
Secretary of Agriculture. * * * The facts constituting the basis for
any operation, payment, or amount thereof when officially determined
in conformity with applicable regulations prescribed by the Secretary
shall be final and conclusive and shall not be reviewabi/e by any other
officer or agency of the Government.” (Italic supplied.)

Under well-established principles applied in numerous decisions of
our Office, regulations promulgated pursuant to express statutory au-
thority, such as the CCC regulations here involved, have the force and
gff;ftlcég l%g*s ??géam‘li%t .Iée getroa,ctivelg? waived. See, e.%., 51 Comp.

en. ;431d. 31 ;871 i
8108?? 162, 166 (197 )3 , 33 (1963) ; 37 id. 820 (1958), and deci-

f particular interest here is our 1958 decision to the Secretary o
Agriculture, 37 Comp. Gen, 820, wherein we concluded that thererywag
no authority to waive substantive regulations governing the soil bank
ggirleab%g lze::rvia g.rogram, not;,g(iithstandﬁng that section 485.240 of the
lations purported to authorize waiver isi

ofs%zﬁ{egu a;:qlonsigéult dgcision stated : ' of any provision

) ile section of the Soil Bank Aect] grants broad discre-
tionary authority for prescribing regualtions,]itg;‘s not dissimilarrto
numerous provisions in other legislative acts authorizing the issuance
of regulations. It is well established in administrative law that valid
statutory regulations have the force and effect of law, are general in
their application, and may no more be waived than provisions of the
statutes themselves. Regulations must contain a guide or standard
alike to all individuals similarly situated, so that anyone interested
may determine his own rights or exemptions thereunder. The admin-
istrative agency may not exercise discretion to enforce them against
some and to refuse to enforce them against others. See Unifed States
v. Ripley, T Pet. 18; United States v. Dawis, 132 U.S, 834; Federal
gz@nlﬂgw%nge Oo%omtig? vﬁM fiw*ill, 332 .S, 380; SWamWyo—

ning Coal Co. v. Kru 2F.2 ; i
mining Uoat Co. v A 282 31 Comp. Gen. 193, and deci

* * * * * * E *®

“Section 485.240 of the regulations under consideration attempts to
create in the Administrator, Commodity Stabilization Service, the
right to waive the requirements of any provision of the regulations or
the agreements in hardship cases even though such action might give
up vested rights of the Government ; might permit payments contrary
to the regulations or agreement; would be taken on a case-by-case
basis; and would be retroactive rather than prospective in that the
Administrator, after noncompliance, would determine whether to
waive the pertinent regulation. Such authority is so contrary to the
principles referred to above and normally associated with statutory
regulations that we are convinced that such discretionary authority

S.R. 718
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was not contemplated by the Congress in enacting section 124 of the
Soil Bank Act and numerous similar provisions in other laws, While
section 103 of the Soil Bank Act, 7 U.S.C. 1821, authorizes you te
include in the acreage reserve program such ‘terms and conditions’ as
you deem desirable to effectuate the purposes of the Soil Bank Act
and to facilitate the practical administration of the acreage reserve
program, we do not believe it authorizes you to include in the regula-
tions a further provision authorizing the waiver on an individual case
basis of any ‘terms and conditions’ prescribed in the regulations, In
our view, the authority to regulate and to include in the program such
terms and conditions as the Administrator deems desirable for the
specified purposes does not necessarily imply authority to disregard
those terms and conditions thereby creating an unregulated area sub-
ject to his discretion. If any agency requires authority to waive its
statutory regulations, we believe that specific statutory authority
therefor * * * should be requested from the Congress.”

See also 15 Comp. Gen. 869 (1936), wherein we declined to give effect
to a provision in regulations implementing the National Housing Act
which purported to reserve authority to waive any other provision of
such regulations, As noted in our 1958 decision, supra, the National
Housing Act was subsequently amended to authorize walver of regula-
tions thereunder.

Turning to the instant matter, it is proposed to amend the wool price
support regulations governing past marketing years and the present
marketing year so as to permit under certain circumstances payments
on a basis other than actual sales proceeds. Provision would then be
made for reconsideration under the amended regulations of applica-
tions previously filed and presumably rejected for the present market-
ing year and three years prior.

Whatever may be the reasons for the particular approach thus sug-
vested, its purpose and effect is clearly to provide for waiver of regu-
Tatory requirements applicable at the time transactions were consum-
mated. Accordingly, we must conclude that this proposal is subject to
the principles discussed herein precluding retroactive waiver. The in-
stant proposal is, if anything, more tenuous than those disapproved in
our 1958 and 1937 decisions, supra, since there is nothing in the present
wool regulations which even purports to reserve waiver authority. Ob-
viously the requirement that payments be based on actual net sales pro-
ceeds 1s a substantive element in the present regulations. Compare 37
Comp. Gen. 820, 823. Thus, in addition to the detailed requirements
set forth in the regulations concerning documentation of net sales pro-
ceeds, it is gpecifically stated that “Contracts to sell as well as tenta-
tive or pro forma settlements will not be acceptable as sales docu-
ments.” 7 CFR § 1472.1310.

For the foregoing reasons, it is our opinion that the proposed regu-
lations may not legally be adopted to the extent that they would per-
mit retroactive waiver of the requirement that paymens be based on
actual net sales proceeds. We might point out, however, that in view of
the broad administrative discretion afforded by section 706 of the Na-
tional Wool Act in formulating program terms and conditions, we
would not object to prospective adoption (i.e., for marketing years

-

S.R. 718
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subsequent to 1978) and application of a provision for varying tie
actual net sales proceeds requirement under limited and clearly defined
circumstances and subject to a determination that such provision is
consistent with the purposes of the Act. See 87 Comp. Gen. 822-23; 17
id. 566, 568 (1938).
Sincerely yours,
R. F. XrriEr,
Deputy Comptroller General
o of the United States.

8.R. 716 it
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WOOL ACT PAYMENTS

May 15,1976.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Forgy, from the Committee on Agriculture,
submitted the following

REPORT

[Including the Congressional Budget Office Cost Estimates]

[To accompany S. 532}

The Committee on Agriculture, to whom was referred the bill (S.
532) to authorize the Secretary of Agriculture to amend retroactively
regulations of the Department of Agriculture pertaining to the com-
putation of price support payments under the National Wool Aect of
1954 in order to insure the equitable treatment of ranchers and farmers
having considered the same, report favorably thereon without amend-
ment and recommend that the bill do pass.

Brier EXPLANATION OF THE LEGIRLATION

Incentive payments nnder the Wool Act are calculated on basis of

a uniform national percentage which is applied against the actual
proceeds received by each producer for his wool. The grower receives
the dollar figure arrived at by multiplying the actual price he receives
for his wool by the uniform national percentage figure. S. 532 is re-
medial legislation which would authorize the Secretary of Agricul-
ture to amend and apply retrosctively regulations governing the com-
putation of price support payments under the National Wool Act of
1954 (7 U.S.C. 1781, et-seq.). This will permit the making of-full Wool
Act payments to farmers and ranchers who received less than the full
proceeds from sale of their wool because the company to which they
had sold the wool went bankrupt before making full payment.

* Under the regulation amendments authorized by the bill, payments
«could be computed on the basis of (1) the net sales proceeds received,
or (2) in the case of any rancher or farmer who failed to receive the
amount provided for in the relevant sales document, the lesser of (A)
the net sales proceeds based on the price the farmer or rancher would
have received had there been no default of payment, or (B) the fair

’ ' - )
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market value of the commodity concerned at the time of sale. The
Secretary would, in addition, be specifically authorized by the bill to-
reconsider any application filed for Wool Act payments during the:
four marketing years 1969 through 1972 and to make such payment
adjustments as he determines to be fair and equitable on the basis of
any amendment made to the regulations under the authority of the bill.

Puorrose anp NEED rok LEeeisraTioN

Under the National Wool Act, wool is recognized as an essential
and strategic commodity which is not produced in sufficient quantity
in the United States, It 1s the declared policy of Congress, as a measure-
of national security and in promotion of the general economic wel-
fare, to encourage the annual domestic production of approximately
300 million pounds of shorn wool at prices fair to both producers and
consumers.

Under the Aect, & support price {expressed in cents per pound) is.
established. In years when the national average price actually re-
ceived by producers is less than the support price, payments are made
to wool producers in such amount as the Secretary determines suffi-
cient, when added to the national average price, to give the produeers.
a national average return equal to the support price. The rate of pay-
ment is that percentage of the national average price per pound re-
ceived by all producers which, when added to such price, brings it up-
to the support price. The percentage figure thus arrived at is applied
to the actual sales proceeds received by each producer for his wool
thus providing an incentive to produce wool of a quality commanding
a price higher than the national average price. o

For example, if the national average price of wool is 50 cents per
pound and the support price is 65 cents per pound, the payment rate
1s the percentage necessary to bring the average up to the support
price, or 30 percent. In determining a producer’s Wool Act payments,
such percentage is multiplied by the actual average price received by
the producer. Therefore, if a producer’s actual average sales price
is 50 cents per pound, his payment would be 15 cents per pound. If
his a%tual sales price is 75 cents, his payment would be 2214 cents per

ound.

P Under the regulations in effect during marketing years 1969 through
1972, payments were computed on the basis of the net proceeds real-
ized by each grower from the sale of his wool. A promise to pay, even
though supported by a promissory note or a postdated check, was not
accepted by the Departiment as the equivalent of “net proceeds” within
the meaning of the regulations.

During 1969 and 1970, approximately 55 wool producers from sev-
eral wegtern States, including Colorado, Idaho, Oklahoma, Utah, and
Wyoming, delivered wool to a concern in Denver, Colorado, pursuant
to various agreements under which the producers relinquished title to
the wool and generally received cash advances against either a speei-
fied price, or a price to be subsequently agreed to, or the market value
at the time of receipt of the wool. The producers received Wool Act
payments based upon the full net proceeds under these agreements.
However, a subsequent audit revealed that, in a number of instances,
the balances due the producers were represented by promissory notes.

(The notes were unpaid at maturity and proved to be uncollectible.)
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Under the regulations, in effect at that time, the Department deter-
mined that the producers could receive Wool Aet payments only on
the basis of that part of the ﬁurchase price received in the form of a
cash advance, and the uncollectible promissory notes could not be
counted toward the net sales proceeds. Accordingly, the Department
recovered the amounts erroneously paid by withholding the amount
overpaid in each case from Wool Act payments due to the same grower
é1115s1u§))8%quent years. The total amount involved is slightly in excess of
,000.

Since these growers had in fact complied with the program by pro-
ducing wool, but had been denied payments due to a technicality, the
Department sought to amend its regulations with retroactive effect to
correct this inequity. In a letter to the Comptroller General of the
United States dated July 6, 1978, the Department indicated its inten-
tion to amend the regulations and make payments to any wool pro-
ducer who had made a bona fide sale of wool but was unable to present
evidence of payment because of default by the purchaser. However,
the Deputy Comptroller General, in a letter to the Secretary of Agri-
culture dated November 27, 1973 (set forth below), stated that, since
the purpose of the proposed amendments would clearly be to permit
retroactive waiver of regulatory requirements applicable at the time
the transactions were made, the proposed amendments could not legal-
ly be adopted. The Deputy Comptroller General stated, however, that
there would be no objection to the prospective adoption and applica~
tion of a provision for varying the actual net sales proceeds require-
ment under limited and clearly defined circumstances. Such a provision
has been included in the regulations governing the wool program for
thg 1974 through 1977 marketing years. No payments were made on
1973 marketings of wool since the national average price received by
all producers exceeded the support price.

This Iegxslafglon would, therefore, provide relief to wool producers
who were denied their full support payments for 1969 and 1970 be-
cause of defaults by their marketing agency and accord them the treat-
ment now being afforded to all wool producers. While the bill is drawn
to provide general authority to make retroactive amendments in the
reguls:tlons and specific authority to reconsider Wool Act payment ap-
plications for the four marketing years (1969 through 1972) during
which the restrictive regulations were in effect, the Department of
Agriculture has informed the Committee that it is not aware of any
situation for which the authority would be required other than that of
the 55 growers mentioned herein. :

CoMPTROLLER GENERAT, OF THE UNTTED StaTzEs,
' Washington, D.C., November 37, 1973.

The SECRETARY OF AGRICULTURE,
Washington, D.C. V

Drar Mz. Smnjamayz By letter dated July 6, 1973, the Assistant:
Secretary of Agriculture for International Affairs and Commodity
Programs requested our opinion whether a proposed amendment as
hereinafter described may be made to the regulations governing the
Commodity Credit Corporation’s program for price support pay-
ments on marketings of shorn wool and unshorn lambs pursuant to
the authority contained in the National Wool Act of 1954, as amended
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7 U.S.C. 1781-1787. The current regulations for this program are

published in Part 1472 of Title 7, Code of Federal Regulations. -
“The [National Wool] Act provides in pertinent part that ‘The

Secretary of Agriculture shall, through the Commodity Credit Cor-

poration, support the prices of wool and mohair, respectively, to pro-

ducers thereof by means of loans, purchases, payments, or other opera-
tig(t:xs’ 7 U.S.C.y 1782(a)), and that ‘If ;iayments are utilized as a
means of price support, the ;i)ayment.s shall be such as the Secre}ta,rslr
of Agriculture determines to be sufficient, when added to the n:aub;ona1
average price received by producers, to give producers a patlloqal
average return for the commodity equal to the support price ev };3
therefor * * ** (7 U.S.C. 1783). The Act further provides tha,t* i e
amounts, terms, and conditions of the price support operations i
shall be determined or approved by the Secretary of Agriculture’ (
U.S.C. 1785). . 1 our-
“Prior to 1954, CCC supported wool prices through leans an p}o :
chases, as a result of which CCC took into inventory a congiders e
part of our domestic wool production. The National Wool Act was
enacted as the best way to provide income protection to wool growers%
while at the same time leaving the marketing process in the hands of
wool growers and the trade without Government involvement. As was
pointed out during committee hearings on the legislation, it was pg‘}?—
posed, in order to provide an incentive to each producer to obtain t (;
maximum price for his wool and thereby reduce the government posd ‘
of the program, to base each grower’s payment on the amount reai}ze
from the marketing of his wool. Accordingly, the program mgui(ai, 'ﬁmi
for the marketing years from 1955 through 1973 have provided 1 1311
the wool payments will be based on the net proceeds realized by eac
grower from the sale of his wool (7 CFR 1472.1308), at a rate of payd—l
ment which is the percentage of the national average price per po.un(I
received by producers in the same marketing year which is r(%qmrﬁ v
to bring such national average price up to the support price for the
wool (7 CFR 1472.1305(b) ). In order to determine the net sales pro-
ceeds, the regulations require the producer’s application to bedsup-'
ported by a final accounting for the wool, evidenced by sales docu-
ments which may not include contracts to sell or tentative or pro formi
settlements (7 CFR 1472.1310), and the supporting sales docuénen :
to show, among other t;)ings,ot(lﬁ)r)xet amount received by the producer
he wool (7 CFR 1472.131 . . A
fm‘.‘f’& promis(e to pay, even though supported by a promissory note or
a post-dated check, has not been: accepted as the equivalent of a pay-
ment within the meaning of the regulations governing the computa-
tion of incentive payments. In certain situations beyond a producer’s
control, this policy can, and in fact recently did, lead to inequities in
the program which would result in a frustration of the purpose of th%-
program. For example, during 1969 and early 1970, a number of W00
producers in Colorado, Idaho and Wyoming delivered wool to a maﬁ*-‘
keting agency under one of several types of agreement whereby PI?
producer delivered his crop of wool to the agency, relinquished title
to the wool, and received an advance against either a specified price,
or a price to be agreed to at a later date, or the market value at thg
time of receipt of the wool. The balance was to be paid on delivery,
under one type of contract, or when the agency sold the wool, under
the others. In addition, in some instances the wool was turned over to
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the agency under a marketing agreement pursuant to which an initial
-advance was made and the proceeds from the sale of the wool were to
be accounted for after the wool was sold. Under such an agreement,
title to the wool did not pass at time of delivery. For all 1970 transac-
tions, the balance was paid by note in December of 197 0, transmitted
with a final accounting on the wool and an explanation that although
the agency was unable to sell a considerable proportion of the wool, it
was completing the purchase in order that the producers might apply
for their incentive payments. Each of the statements of account indi-
«cated final payment by check, however, rather than by note and as a
result incentive payments were made on the net proceeds sef, forth in
the statements of account. In all cases, the notes were unpaid and
uncollectable at and subsequent to maturity. Because of the adminis-
trative policy in interpreting the computation provisions of the regula-
tions described hereinabove, it was determined that incentive payments
properly should have been made only on that part of the purchase
price which was received in the form of a cash advance and the uncol-
lectible notes should not have been considered g, part of the net sales
proceeds. Consequently, on learning the facts in these cases, claim was
inade against each of these producers for repayment of the amounts
improperly paid. This has resulted in many instances in considerable
hardship for the producers.

“In the view of the foregoing, it is proposed to amend the regulations
to permit the computation of incentive payments, under 7 CFR
1472.1208 (applicable to the marketing years, 1966-1970) and 7 CFR
1472.1308 (applicable to the marketing years—1971-1973), to be
based on either the net sales proceeds received by the producer or, in
the event the producer does not realize the amount provided for in the
sales document, as for example where the purchaser has become in-
solvent between the time all the conditions of a marketing as pre-
scribed by 7 CFR 1472.1307 have been met and the time payment is due
(under a note, check or some other contractual arrangement), the
lower of (1) the net sales proceeds based on the price the producer
should haye received had there been no default or (2) the fair market
value at the time of sale of the wool. Tt is further proposed to amend
the regulations to permit reconsideration, under the amended sections
governing computation of payments, of any application previously
filed with respect to a marketing which took place within the current
marketing year or the three marketing years prior thereto.”

The Commodity Credit Corporation (CCC) regulations governing
the wool price support programs, as published in the Code of Federal
Regulations, recite as authority for their issnance sections 4 and 5 of
the Commodity Credit Corporation Charter Act, as amended, 15
U.S.C. 714b, T14e, and the National Wool Act. Section 4(d) of the
‘Charter Act, 15 U.S.C. 714b(d), authorizes the Corporation to “adopt,
amend, and repeal bylaws, rules, and regulations governing the man-
ner in which its business may be conducted and the powers vested in it
may be exercised.” Section 706 of the National Wool Act, 7 U.S.C.
1785, provides in part quoting from the United States Code., ,

“Except as otherwise provided in this chapter, the amounts, terms,
and conditions of the price support operations and the extent to which
such operations are carried out shall be determined or approved by the
Secretary of Agriculture. * * * The facts constituting the basis for
any operation, payment, or amount thereof when officially determined
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in conformity with applicable regulations prescribed by the Secretary
shall be final and ¢onclusive and shall not be reviewable by any other
officer or agency of the Government.” (Italic supplied.)

~ Under well-established principles applied in numerous decisions of
our Office, regulations promulgated pursuant to express statutory au-
thority, such as the CCC regulations here involved, have the force and
etfect of law and cannot be retroactively waived. See, e.g., 51 Comp.
Gen. 162, 166 (1971) ; 43 id. 31, 33 (1963) ; 37 id. 820 (1958), and deci-
sions cited therein.

Of particular interest here is our 1958 decision to the Secretary of
Agriculture, 37 Comp. Gen. 820, wherein we concluded that there was
no authority to waive substantive regulations governing the soil bank
acreage reserve program, notwithstanding that section 485.240 of the
soil bank regulations purported to authorize waiver of any provision
of such regulations. Our decision stated :

“While section 124 [of the Soil Bank Act] grants broad discre-
tionary authority for preseribing regulations, it is not dissimilar to
numerous provisions in other legislative acts authorizing the issuance
of regulations. It is well established in administrative law that valid
statutory regulations have the force and effect of law, are general in
their application, and may no more be waived than provisions of the
statutes themselves. Regulations must contain a guide or standard
alike to all individuals similarly situated, so that anyone interested
may determine his own rights or exemptions thereunder. The admin-
istrative agency may not exercise discretion to enforce them against
some and to refuse to enforce them against others. See United States
v. Ripley, 7 Pet. 18; United States v. Davis, 132 U.S. 834; Federal
Crop Insurance Corporation v. Merrill, 332 U.S. 380; Sheridan-Wyo-
mining Coal Co.v. Krug, 172 F. 2d 282; 31 Comp. Gen. 193, and deci-
sions cited therein.

* * . * * * "

“Section 485.240 of the regulations under consideration attempts to
create in the Administrator, Commodity Stabilization Service, the
right to waive the requirements of any provision of the regulations or
the agreements in hardship cases even though such action might give
up vested rights of the Government ; might permit payments contrary
to the reguﬁtions or agreement; would be taken on a case-by-case
basis; and would be retroactive rather than prospective in that the
Administrator, after noncompliance, would determine whether to
waive the pertinent regulation. Such authority is so contrary to the
principles referred to above and normally associated with statutory
regulations that we are convinced that such discretionary authority
was not contemplated by the Congress in enacting section 124 of the
Soil Bank Act and numerous similar provisions in other laws. While
section 103 of the Soil Bank Act, 7 U.S.C. 1821, authorizes you to
include in the acreage reserve program such ‘terms and conditions’ as
you deem desirable to effectuate the purposes of the Soil Bank Act
and to facilitate the practical administration of the acreage reserve
program, we do not believe it authorizes you to include in the regula-
tions a further provision authorizing the waiver on an individual case
basis of any ‘“terms and conditions’ prescribed in the regulations. In
our view, the authority to regulate and to include in the program such
terms and conditions as the Administrator deems desirable for the
specified purposes does not necessarily imply authority to disregard
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those terms and conditions thereby creating an unregulated area sub-
ject to his discretion. If any agency requires authority to waive its
statutory regulations, we believe that specific statutory authority
therefor * * * should be requested from the Congress.”

See also 15 Comp. Gen. 869 (1936), wherein we declined to give effect
to a provision in regulations implementing the National Housing Act
which purported to reserve authority to waive any other provision of
such regulations. As noted in our 1958 decision, supra, the National
Housing Act was subsequently amended to authorize waiver of regula-
tions thereunder.

Turning to the instant matter, it is proposed to amend the wool price
support regulations governing past marketing years and the present
marketing year so as to permit under certain circumstances payments
on a basis other than actual sales proceeds. Provision would then be
made for reconsideration under the amended regulations of applica-
tions previously filed and presumably rejected for the present market-
ing year and three years prior.

Whatever may be the reasons for the particular approach thus sug-
gested, its purpose and effect is clearly to provide for waiver of rega-
latory requirements applicable at the time transactions were consum-
mated. Accordingly, we must conclude that this proposal is subject to
the principles discussed herein precluding retroactive waiver. The in-
stant proposal is, if anything, more tenuous than those disapproved in
our 1958 and 1937 decisions, supra, since there is nothing in the present
wool regulations which even purports to reserve waiver authority. Ob-
viously the requirement that payments be based on actual net sales pro-
ceeds 18 a substantive element in the present regulations. Compare 37
Comp. Gen. 820, 823. Thus, in addition to the detailed requirements
set forth in the regulations concerning documentation of net sales pro-
ceeds, it is specifically stated that “Contracts to sell as well as tenta-
tive or pro forma settlements will not be acceptable as sales docu-
ments.” 7 CFR § 1472.1310.

For the foregoing reasons, it is our opinion that the proposed regu-
lations may not legally be adopted to the extent that they would per-
mit, retroactive waiver of the requirement that payments be based on
actual net sales proceeds. We might point out, however, that in view of
the broad administrative discretion afforded by section 706 of the
National Wool Act in formulating program terms and conditions, we
would not object to prospective adoption (i.e., for marketing years
subsequent to 1973) and application of a provision for varying the
actual net sales proceeds requirement under limited and clearly defined
circumstances and subject to a determination that such provision is
consistent with the purposes of the Act. See 87 Comp. Gen. 822-23;
17 id. 566, 568 (1938).

Sincerely yours,
R. F. Kevrirr,
Deputy Comptroller General
of the United States.

SECTION-BY-SECTION  ANALYSIS

. Section 1.—This section provides that the Secretary of Agriculture
is authorized to amend and make retroactive in their application
USDA regulations pertaining to the computation of price support
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payments under the National Wool Act of 1954, Under this section,
the amount of such payments may, in the case of any rancher or
farmer, be computed on the basis of (1) the net sales proceeds received,
or (2) in the case of any rancher or farmer who failed to realize the
amount provided for in the sales document, the lesser of (A) the net
sales proceeds based on the price the rancher or farmer would have
received had there been no default of payment under such document,
0;' (}?) the fair market value of the commodity concerned at the time
of sale.

Section 2.~This section specifically authorizes the Secretary of
Agriculture to reconsider any application filed for the payment of
price support under the National Wool Act of 1054 with respect to any
commodity marketed during the four marketing years 1969 through
1972. The section further authorizes the Secretary to make such pay-
ment adjustments as he determines fair and equitable on the basis of
any amendment to regulations made under the authority of section 1.

Commrrree CoONSIDERATION

The Subcommittee on Livestock and Grains held a public hearing
on May 3, 1976, at which the Assistant Deputy Administrator for
Programs, Agricultural Stabilization and Conservation Service,
United States Department of Agriculture, testified in support of the
bill. A letter in support of the bill was also submitted at the hearing
on behalf of the National Wool Growers Association. There was no
opposition to the bill, At a business meeting held immediately fol-
lowing the public hearing, the Subcommittee members present voted
mnanimously to report the bill favorably to the full Committee on
Agriculture without amendment.

The Committee on Agriculture took up the bill in a business session
on May 6, 1976. After some discussion during which the Committee
satisfied itself that any Wool Act payments made by the Department
of Agriculture pursuant to this legislation would go exclusively to wool
producers and not to the estate of any bankrupt marketing agency, the
full Committee voted unanimously, in the presence of a quorum, to
report the bill to the House with a recommendation that it do pass.

ApmiwtsTraTION Posrrion

The Administration position in favor of S. 532 is set forth in the
following statement submitted during the public hearings:

STatEMENT BY Vicror A. SENECHAL, AsSISTANCE DePUTY
ADMINISTRATOR, PrOGRAMS—ASCS

Mr. Chairman, Members of the Committee. My name is Victor
Senechal. T am Assistant Deputy Administrator, Programs, ASCS. 1
am glad to appear before your Committee on behalf of the U.S, De-
partment of Agriculture to discuss the Department’s recommenda-
tions on S. 532.

The bill would authorize the Secretary to amend retroactively the
Department’s regulations for the Wool Payment Program to provide
that in the case of any producer who failed to realize the full amount
provided for in the sales document covering the sale of his wool dur-
ing the years 1969-1972 that payment under the National Wool Act
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may be computed on the basis of the lesser of (a) the net sales pro-
ceeds based on the price the producer would have received had there
been no default of payment, or (b) the fair market value of the wool
at the time of sale.

A promise to pay even though supported by a promissory note has
not been considered in the past to constitute payment within the mean-
ing of the Wool Payment Program regulations governing the com-
putation of payments under the National Wool Act. During 1969 and
1970, about 50 wool producers delivered wool to a marketing agency
under agreements whereby the producer (a) delivered his wool to the
agency, (b) relinquished title of the wool, and (c) received a cash
advance in partial payment. In a number of instances, the balance due
the producer was paid by a promissory note. These notes were never
paid and are now considered to be uncollectable. Because regulations
then in effect, specifically excluded a promissory note as the equivalent
of a payment, it ‘was determined that the producers involved could
only receive a payment under the Wool Payment Program on the
basis of that part of the purchase price received in the form of cash
advance.

This resulted in drastically reduced payments and considerable
hardship for the producers involved. It is estimated that approxi-
mately $150,000 would be required to pay the 50 producers involved
in 5 States that were denied their full wool incentive payments.

Although regulations in effect at the time did not permit relief for
the producers involved, regulations covering the Wool Payment Pro-
gram have gince been amended to provide for administrative diseretion
under specified circumstances to include such amounts as part of the
net sales proceeds.

The Department recommends prompt passage of this bill, and would
like to commend the Chairman for the Committee’s prompt considera-
tion of this Senate-passed legislation.

Current aAxnp Five SupseQuent Fiscarn Yrar Cosr EstiMATE

Pursuant to clause 7 of Rule XIITI of the Rules of the House of
Representatives, the Committee submits the following cost estimates
regarding costs to be incurred by the federal government during the
current and the five subsequent fiscal years as the result of the enact-
ment of this legislation. The Committee agrees with the Department
of Agriculture and the Congressional Budget Office that total pro-
gram costs should approximate $150,000.

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1) (4) of Rule X1 of the Rules of the House
of Representatives, the Committee estimates that enactment of S.
532 will have no inflationary impact on the national economy. To the
contrary, by restoring the statutory incentive lost by these producers
through no fault of their own during marketing years 1969 and 1970,
the bill should help hold the line on inflation by encouraging these
growers to remain in production. ‘
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Bupeer Act Compriance (Secrion 308 Anp SecrioN 403)

The provisions of clause 2(7) (3) (B) of Rule XTI of the Rules of the
House of Representatives and section 308(a) of the Congressional
Budget Act of 1974 (relating to estimates of new budget authority or
new or increased tax expenditures) are not considered applicable. The
estimate and comparison prepared by the Director of the Congres-
sional Budget Office under clause 2(1) (3) (C) of Rule XI of the Rules
of the House of Representatives and section 403 of the Congressional
Budget Act of 1974 submitted to the Committee prior to the filing of
this report are as follows: '

CoxoressioNAL Buperr OFFICE
COST ESTIMATE

‘ Aprin 12, 1976,

1. Bill Number: S, 532

2. Bill Title: Amendments to Regulations Pertaining to the Calcu-
lations of Price Support Payments Under the National Wool Act of
1954

3. Purpose of Bill:

S. 532 would authorize the Secretary of Agriculture to amend ret-
roactively the regulations governing the computation of price support
payments made under the National Wool Act for the marketing years
1969 through 1972. The amended regulations would authorize pay-
ments to certain wool growers who failed to receive the full proceds
from their sale of wool because of defaults in payment by their mar-
keting agency.

The priee of wool is supported through payments authorized by the
National Wool Act. The payments made 1n any year are determined
by the differential between the average price received by all producers
during the preceeding year and the established support price. The
rate of payment is the percentage required to bring the national aver-
age price received by producers up to the support price. Each pro-
ducer’s payment is calculated by applying this percentage factor to
his own net proceeds from the sale of wool. The regulations governing
the program specify that promissory notes or post-dated cheeks can-
{)1013 ge used in the calculation of receipts upon which the payment is

ased.

In 1969 and 1970, about 50 producers received promissory notes for
their wool which were used in the calculation of support payments.
Funds disbursed to these growers were later recovered by the federal
government., S, 532 would compensate those producers for these losses
with payments based on the lesser of the price that would have been
receivedy had there been no default, or the fair market value of the
wool at the time of sale,

4. Cost- Estimate: o

Under this regulatory adjustment the compensatory payments
would amount to abeut $150,000, which would be paid out of budget
authority already provided.

5. Basis of Estimate:

The payments would be made only to the 50 producers who suffered
losses as a result of the default by a Colorado-based marketing agency.
These producers were required to reimburse the federal government
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for the support payments based on promissory notes. The number of
producers involved and the amount of money recovered from each are
recorded in the files of the Agricultural Stabilization and Conserva-
tion Service of the USDA. The $150,000 cost estimate is based on this:
information.

6. Estimate Comparison: None.

7. Previous CBO Estimate: None.

8. Estimate Prepared By: Robert M. Gordon (225-5275)

9. Estimate Approved By:

James L. Bruw,
Assistont Director
for Budget Analysis.

OVERSIGHT STATEMENT

No summary of oversight findings and recommendations made by
the Committee on Government Operations under clause 2(b) (2) of
Rule X of the Rules of the House of Representatives was available to
the Committee with reference to the subject matter specifically ad-
dressed by S. 532,

No specific oversight activities, other than the hearings accompany-
ing the Committee’s consideration of S. 532 and related bills were
made by the Committee, within the definition of clause 2(b) (1) of
Rule X of the House. »

Crangss 1N Existine Law

S. 532 neither specifically amends nor repeals any statute or part
thereof, Accordingly, clause 3 of Rule XTIT of the Rules of the House
of Representatives does not apply since no change is made in existing
law.

O



S. 532

Rinety-fourth Congress of the WAnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January,
one thousand nine hundred and seventy-six

An At

To authorize the Secretary of Agriculture to amend retroactively regulations of
the Department of Agriculture pertaining to the computation of price sup-
port payments nnder the National Wool Act of 1954 in order to insure the
equitable treatment of ranchers and farmers.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the Secretary
of Agriculture 1s authorized to amend retroactively regulations of the
Department of Agriculture pertaining to the computation of price
support payments under the National Wool Act of 1954 in order that
the amount of such payments may, in the case of any rancher or farmer,
be computed on the basis of (1) the net sales proceeds received, or (2)
in the case of any rancher or farmer who failed to realize the amount
provided for in the sales document, the lesser of the following: (A)
the net sales proceeds based on the price the rancher or farmer would
have received had there been no default of payment under such docu-
ment, or (B) the fair market value of the commodity concerned at the
time of sale.

Sxzc. 2. The Secretary of Agriculture is further authorized to recon-
sider any application filed for the payment of price support under the
National Wool Act of 1954 with respect to any commodity marketed
during the four marketing years 1969 through 1972 and to make such
payment adjustments as he determines fair and equitable on the basis
of any amendment to regulations made under authority of the first
section of this Act.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.



June 11, 1976

Dear Mr. Director:

The following bills were received at the White

House on June llth:

8.J. Res 168

8. 5

8. 14667

8. 2760V

8. 187V
let the President have reports and
ions as to the approval of thease
ills as soon as possidle.

Sincerely,

,

Robert D. Linder
Chief Executive Clerk
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