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CEUULUU DEMOCRACY - 
WON. TOM HARKIN 
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Ffidtzy, July 29,1983 
e Mr. HMtKlX. Mr. Speaker, I invite 
the stteXTtion of my colleagues to the 
State Department's July 11 press 
brief"- comment conwrniag the cur- 
rent political crisis in Chile. I am 
happy to say that the Department has 
made clear its suEigort for the cause of 
Chilean democracy. Specifically, the 
Department's spokesman referred to 
the need for "the transition to democ- 
racy sought by the vast majority of 
Chileans." He then added: "We firmly 
support that tradition, as defined by 
the Chileass themselves." 

I welcome this forthright and timely 
staterrient, As my colleagues w d l  
know, I am a frequent critic of State 
Department policies and pronounce- 
ments, especially in the Latin Ameri- 
can area. Therefore, 1 find this oppor- 
tunity to applaud the Department's 
performance all the more gratifying. 
Unfortunately, this very significant 
policy sbtement has received almost 
no attention in our newspapers, al- 
though I am pleased to report that it 
has been published in full in the Chi- 
e m  press. I am certain the Depart- 
ment's s&nd comes as  very good news 
to the great majority of Chilean 
people in their hour of need. 

I insert the following transcript of 
this impork~t  official statement in@ 
the RECORD, and I urge my colleagues 
to read it carefully: 

Question. On Chile, do you h&e any reac- 
tion sfter the mest of Mr. Gabriel Valdes? 

Answer. Yes, I can give you some reaction 
Former -Foreign Minister Gabriel Valdes, 
former Senator Jorge Lavendero, and Jose 
de Giegorfo were asked by a judge of the 
Santiaso Court of Appeals to  appear before 
him Saturday, July 9, in connection with his 
investigation of the earlier arrest d two 
men and a woman regard& the seizure of a 

. large ~ ~ b e r  of pamphlets calling for a 
peaceful anti-government protest an July 
12. Follosing the hearing, he ordered them 
detained and held incommunicado. 

The three persons arrested earlier had 
been turned over to the court on July 6 by 
the Ministry of Interior, which accused 
them and unidentified other persons of vio- 
lating the 1959 law on internal security. 
Under general provisions of Chilean law, an 
investigating magistrate can order people 
detained for up to five days while he decides 
whether to indict or release them. 

Appeals for the release of the political 
leaders detained on Saturday are expected 
to be heard today in the Court of Appeals. 

In Chile, as egewhere in the world, we 
support the right to peaceful dissent. The 
detention and solitary confinement of 
prominent democratic leaders such as Mr. 
Valdes can only be regarded as a regrettable 
manifestation of the serious tensions and dri- 
visions affecting Chile. 

In previous comments ore supported calls 
from various sectors of Chilean society in 
favor of dialogue to overcame those divi- 
siors. We viewed authorizations for' the 
return of certain prominent political exiles 
as a positive development.. Whatever the 
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bgal basis and eventual dispositien sf these 
new amsts. such actions illustrate the need 
for moderate leaders on all sides b find 
ways to halt the trend toward confrontation 
and to establish the basic consensus needed 
for the transition to democracy sought by 
the vast majority of Chileans. We firmly 
support th8t transition. as defined by the 
Chileans thetnselves. 

We have communicated our views and our 
concern about these arrests to senior go* 
e m e n t  officials.. . 

H.R. 3657 - 
-HON. WILLlS D. GRADISON, JR. 

OF OR10 
IX !CHE HOUSE OF REPRESENTA- 

Friday, J a y  29,1983 - . 
a Mr. GRADISON. Mr. Speaker, 
Congressman DOWNEY and I recently 
introduced a bill, H.R. 3657, the pur- 
pose of which is to correct an W v e r -  
tent error in the Technical, Correc- 
tions Act of 1982 ("TCA"). 

Section 338 of the Internal Revenue 
Code (the "Code"), which was enacted 
as part of the Tax Equity and Fiscal' 
Responsibility Act of 1982 ("TEF'RA" 1, 
provides that a corporate purchaser of 
80 percent or more of the stock in a 
target corporation may elect to treat 
the stock purchase for tax purposes as 
a purchase of the assets .of the target 
corporation. Section 338 generally ap- 
plies to stock - purchases occurring 
after August 31, l982, although a spe- 
cial rule permits a purchasing corpora- 
tion to elect to have the provision , 
apply to the purchase of stock in a 
target corporation if the acquisition 
occurs after A u w t  31, 1980, and 
before September 1, 1982, provided 
that the target corporation was not 
liquidated before September 1,1982. 
After the enactment of TEFRA, It 

beqame apparent that inequities could 
result under the special rule if a pur- 
chasing corporation could elect to 
have the selliig group of corporations 
pay a tax on section 338 income that 
was not contemplated by the parties at 
the time that they entered into the 
transaction. Accordingly, the TCA pro- 
vides in general that section 338 
income realized from a deemed sale of 
assets will be included in the final 
return of the target corporation, 
which, for this purpose, is not consid- 
ered a part of the selling group of cor- 
porations. This provision has the 
effect of imposing upon the purchas- 
ing corporation and its affiliates the 
bzrrden of paying the tax on any sec- 
tion 338 income realized from 
deemed sale of assets. 

Ho~ever, a transition rule con 

1982 allows the tax on any income re- ties to the tramaction from the Pay- 
alized from a stock purchase transac- ment of any tax arising from the set- 
tion subject to section 338 to be in- tion 338 income generated by the 
curred by the selling group of corpora- deemed asset sale; it merely shifts the 
tions filing a consolidated return, pro- burden of the tax from one +axpayer 
Wed that a binding contract was en- to another as  emitted by the law 
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