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THE DIRECTOR

December 19, 1997

MEMORANDUM FOR THE PRESIDENT

Franklin D. RainesFROM:

FY 1999 Agency Appeals \SUBJECT:

Attachments

Eight members of your Cabinet will appeal to you this evening for higher funding levels 
in your FY 1999 budget - Secretaries Shalala, Riley, Slater, Glickman, and Daley; Acting 
Secretary Gober; Administrator Browner; and Drug Policy Director McCaffrey.

Attached for your information is a schedule for the meeting and OMB’s summaries of 
each of these appeals. We recommend that you listen to the appeals and give us your feedback 

after the meeting.

EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503
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Cabinet Appeals

Panel 1

Panel 2

Panel 3

Transportation
Veterans Affairs

USDA

EPA
Commerce

ONDCP
HHS

Education



FY 2000 FY 2001 FY 2002 FY 2003

16,291 16,108 16,025 16,373 16,785FY 1998 Enacted/Passback.. 16,032

+1,200 +3,200 +4,200 +4,900 +5,400Agency Appeal to Passback*

+509 +506+503 +493 +498

16,601 16,523 16,882 17,29116,794

‘Drug attribution; $1,621 million required in 1999. ONDCP's 1999 priority appeal (drug attribution) is $747 million.

ONDCP'S PRIORITY FUNDING INITIATIVES-IN PRIORITY ORDER
(Budget Authority in Millions of Dollars)

Passback
Initiative

392355**233 747

Unfunded
Appeal

Caribbean

Mexico

Tentatively Approved
Additions to Passback.

Overview. The Federal drug control budget has grown 32 percent from $12.2 
billion in FY 94 to $16.0 billion in FY 98 (see table below). Passback increased 
Federal drug control funding $259 million over FY 98 (+2%). With agency 
settlements and tentatively approved additions to passback, drug control 
funding in FY 99 would be $762 million or 5% above FY 98 levels.

T reatment

Supply Reduction 
Port & Border Security 

Andean Coca Reduction

Total: Passback+Tentatively

Approved Additions.........

Summary of Tentatively Approved Additions. ONDCP seeks an additional $1.2 
billion over Passback for 1999 and $18.9 billion over five years. As the vast 
majority of drug control funding is “attributed” from larger accounts, budget 
authority would have to increase $1.6 billion in 1999 to increase drug control 
funding by $1.2 billion. ONDCP’s appeal centers on $747 million for top priorities 

as shown below:

ONDCP
Priority
Appeal

227
(0)

(27)

(200)

520 
(244) 

(111)

(135) 

(30)

N/A

155
(0)

f27/

(128)

337
(186) 

(30)

(102)

(19)

-100

72
(0)

[277

(72)

183
(58) 

(81)

(33)

(11)

100

Demand Reduction
Media Campaign

School Coordinators*

195
(195) 

[277

(0) 

38 
(2) 

(30)

(5) 

(D

N/A

♦Under Passback and Tentatively Approved levels, the $27 million for School Coordinators is an earmark of existing funds. 
“In addition to the $355 million noted here, an additional $148 million above passback is provided for drug control 
programs not identified as ONDCP “top priorities.” Total drug control spending increases $762 million in FY 99.

pND^CP’s Discretionary

TOTAL

Tentatively
Approved

FEDERAL DRUG CONTROL PROGRAMS CROSSCUT 
(budget authority, in millions of dollars) 

FY 1998 FY 1999



Tentatively-approved funding includes:

-Media Campaign. Passback fully funds this initiative; no appeal.

Potential Further Additions. +$100 million (+$72 million drug attribution) to the 
Substance Abuse Block Grant, which would double the tentatively approved 
level and provide treatment for approximately 600,000 people by 2003.

-Treatment. +$290 million (+$200 million drug attribution) to treat an additional 
850,000 people by 2003. The tentatively approved level would add $100 million 
to HHS (+$72 million drug attribution) and serve approximately 300,000 people.

-Port & Border Security. +$614 million (+$244 million drug attribution) for a multi­
agency initiative that would add approximately 2,000 border patrol agents per 
year and expand Customs staffing. The tentatively approved level provides 
+$183 million (+$57 million drug attribution) to add 1,000 Border Patrol agents, 
increase INS detention efforts, and buy new detection machines for Customs.

-Caribbean Initiative. +$136 million for a multi-agency initiative to expand 
counterdrug operations. The tentatively approved level provides +$33 million 
distributed among DOD, the Coast Guard, and the DEA.

- Aggregate Drug Budget. +$100 million for ONDCP to fill 
perceived “gaps” in Federal Government-wide drug control funding.

-Mexico. +$30 million to reduce the flow of drugs into the United States. The 
tentatively approved level provides $11 million for interdiction, added intelligence 
analysts, and a DEA classified project.

- The tentatively approved level also funds some programs not among 
ONDCP’s top priorities, including:

-School Coordinators. +$27 million to fund the new School Drug Coordinators 
program through additional resources rather than through an earmark of existing 
funds. The tentatively approved level maintains the earmark.

-Andean Coca Reduction. +$111 million for a multi-agency initiative to reduce 
illicit coca cultivation. The tentatively approved level provides an additional $81 
million, including $61 million for DOD interdiction activities and $20 million for 
State Department source country alternative crop development.

-Youth Tobacco Prevention and Control. +$30 million for state-based 
prevention, education and surveillance activities.
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Dear Mr. President:

Drug Budget: OMB vs. ONDCP Proposals ($ Billions)

Over the past months, the Office of National Drug Control Policy (ONDCP) and the 
Office of Management and Budget (OMB) have worked closely to develop a comprehensive 
five-year drug budget proposal for your 1998 National Drug Control Strategy. As part of our 
proposal, ONDCP requests an increase in drug control funding for FY 1999 of $1.4 billion. With 
these resources, the FY 1999 drug budget would be $17.4 billion, an increase of nine percent 
over FY 1998. OMB’s initial allowance provides for less than a two percent increase in FY 
1999, and only a four percent increase over FY 1998 by FY 2003. This funding will not fully 
implement the Strategy. It is not consistent with your guidance for this important program or the 
level of support expected by the American people. A comparison of funding proposed by OMB 
and ONDCP is presented in the accompanying table. As you provide guidance to OMB in the 
coming days, respectfully request your favorable consideration of the FY 1999 - FY 2003 
funding recommended by ONDCP.

FY98
16.0

FY99
16.2
1Z4

1.2

FY OQ
16.1

3.2

FY01
16.0
20.2

4.2

FY02
16.3
21.2
4.9

The Honorable William J. Clinton
President of the United States 
The White House
Washington, D.C. 20500

Central to ONDCP’s FY 1999 - FY 2003 budget appeal are seven major initiatives which 
will be the focus of the 1998 Strategy. An additional $719 million is needed in FY 1999 for 
these programs beyond OMB’s November 25 recommendation. These initiatives will continue 
our National Youth Media Campaign, provide additional assistance to local school districts, and 
help individuals with chronic drug use problems find the treatment they need. This funding will 
also help secure our Southwest Border and ports-of-entry, reduce coca production in the Andean 
region, target violent crime and drugs in the Caribbean, and assist Mexico in its fight against 
major drug trafficking organizations. Beyond funding for these seven initiatives, the appeal also 
includes about $400 million for new spending and resources to continue critical programs funded 
in FY 1998.

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF NATIONAL DRUG CONTROL POLICY 

Washington. D.C. 20503

FY03
16.7
22.1

5.4

• OMB Proposal (11/25)
• ONDCP Revised Plan (12/4) JA0

Appeal n.a.
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The President of the United States page 2

Very respectfully,
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I
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In addition to our concern regarding overall funding levels, OMB’s proposal also lacks 
the necessary balance over five-years between law enforcement efforts and programs aimed at 
drug prevention and treatment. OMB’s November 25 budget allowance provided no new 
resources over five years for drug demand reduction programs of the Departments of Education 
and Health and Human Services. To the extent that OMB proposed modest new demand 
reduction efforts, these were at the expense of reductions to other vital prevention and treatment 
programs. This is a serious deficiency in OMB’s plan. In contrast, ONDCP’s recommendation 
includes over $3 billion in new drug demand reduction funding over five years.

Arriving at a five-year drug budget solution is a challenge. It must be true to your 
commitment for a balanced budget by FY 2002, while providing sufficient resources to prevent 
drug use by our children, treat those in great need, fight drugs and crime domestically, secure our 
borders, and fulfill our commitments overseas. ONDCP’s five-year plan meets this challenge. It 
represents a chance to turn the drug problem around and reduce the unnecessary loss of life due 
to drug use. It is an investment for the nation which will truly support the general welfare. Look 
forward to your leadership and support.

< £7. VW/U

^f^ctor



FY 1998 FY 1999 FY2000 FY 2001 FY 2002 FY 2003

FY 1998 Enacted/Passback.. 35,868 34,874 35,031 35,127 35,215 35,794

Agency Appeal to Passback. +3,501 N/A N/A N/A N/A

+2,158 +2,745 +3,355 +3,991 +4,651

37,032 37,776 38,482 39,206 40,445

Overview of Agency Appeal

Base appeals over Passback include:

Initiative appeals over Passback — all of which have been funded, at least in part, 
in either the base or initiatives — include:

Tentatively Approved
Additions to Passback.

In FY 1998 appropriations, HHS programs were raised 6.7 percent above FY 1997 
and 1.6 percent above the FY 1998 Budget. HHS passback, for many functions, 
raised programs to FY 1998 enacted levels. The Passback is $1.1 billion (3.2%) 
above the original HHS planning guidance. Among the few programs cut below FY 
1998 were LIHEAP (-$200 million) and Community Services (-$35.3 million).

HCFA - $455 million (mostly to avoid relying on user fees); 
CDC -- $87 million (including +$60m infectious diseases); 
HRSA-$219 million;
FDA - $114 million in BA (instead of proposed user fees); 
Indian Health Service -- $100 million;
SAMHSA for Substance Abuse Demonstrations - $70 million; and 
ACF - $200 million

The HHS appeal would increase total BA by $2.5 billion, seven percent over FY 
1998 enacted.

Total: Passback+Tentatively

Approved Additions .

NIH - $1,153 million;
FDA and CDC Tobacco -- $120 million;
FDA and CDC Food Safety -- $44 million; and
Agency for Health Care Policy and Research (AHCPR) - $90 million

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
(budget authority, in millions of dollars)



Increases & Inclusion of CPC & AHCPR in Research Trust Fund Secretary Shalala 
believes that as a nation we have underinvested in applied research into health 
delivery systems, quality and effectiveness. For this reason, she argues that the 
other parts of HHS — the Centers for Disease Control and the Administration for 
Health Care Policy Research — that undertake this research should both be 
increased and included in the 21st Century Research Fund. She has appealed for 
an additional $90 million for AHCPR and an additional $303 million for CPC. You 
have already tentatively approved an increase of $15 million for quality research 
above passback, and we have tentatively included a total $30 million within the 
Research Trust Fund for quality and other research. For CPC, tentative additions 
include $5 million for food safety and $21 million for tobacco related research; the 
latter would be included in the Research Trust Fund.

Passback recognizes the substantial increases in staff salaries achieved and notes 
agency inability to demonstrate real quality improvement equal to the cost, and thus 
would focus more of the new funds on serving more children. The tentative 
agreement provides a $284 million increase over FY 1998, for a total of $4,639 
billion, providing for nearly 70,000 new slots as well a partial COLA, but no further 
"quality" set-asides.

Head Start Slots versus Pay Raises (i.e., "Quality" set-aside). Funding for Head 
Start has increased by 23 percent since the 1994 reauthorization, but the number 
of slots available to serve more children has only increased by 11 percent.

HHS argues that maintaining the quality set-aside and full COLA is warranted on 
political and substantive grounds. The bipartisan agreement that resulted in the 
1994 legislation was led by Democrats including Kennedy, Dodd, Clay and others. 
It produced the quality set-aside and the COLA policies. HHS asserts that the 
Administration will be viewed as "abandoning the field" on quality at the very time 
(FY 1998) the program is reauthorized. HHS also maintains that higher staff 
salaries result in improved program quality (unfortunately, longitudinal data available 
to date do not demonstrate a link between the "quality" set-aside and COLA 
increases, on the one hand, and improved outcomes for children, on the other 
hand.)

The 1994 reauthorization included a "quality" set-aside of 25 percent of all new 
funds (real increases). 50 percent of the set-aside must be spent on salary and 
benefit increases. Of the remainder, approximately 25 percent goes for additional 
staff and 25 percent is spent on equipment, transportation, extended hours and 
training. The Act also authorizes, but does not require a full COLA for staff, a 
provision virtually unique among domestic programs. Head Start staff salaries have 
grown to $12 to $17 per hour, more than double the average salary of a child care • 
provider.

i



Summary of Tentatively Approved Additions to Passback

Total HHS funding would be $1.5 billion (+4.2 percent) over FY 1998. Includes 
initiative increases over FY 1998:

Food Safety - $30 million;
NIH ~ (+$1.34 billion, funded through the Research Fund for America); 
Health care quality and health sen/ices research (AHCPR) - $30 million; 
Ryan White -- $165 million;
Race and Health - $80 million; and
Child care -- $60 million

Head Start - $150 million over FY 1998;
MCH Block Grant - same as FY 1998;
Health Centers - same as FY 1998;
Mental Health Block Grant - same as FY 1998;
Substance Abuse Block Grant - $100 million over FY 1998; 
CDC -- same as FY 1998; and
LIHEAP - same as FY 1998

Alternative Head Start Proposal. The current COLA costs approximately $100 
million, of which the half COLA or $50 million is already in Passback. Of the FY 
1999 increase of $284 million the full “quality” set-aside would cost $54 million; the 
full COLA another $50 million. In the Budget and the Administration’s proposal for 
reauthorization: (1) provide the 50 percent COLA; (2) provide a $40 million targeted 
quality fund, for things like new equipment, training for improving cognitive 
development in children, and related matters. Remaining funds would support an 
increase of 60,000 slots, 10,000 fewer than Passback, but 16,000 more than the 
HHS level.

Recommendation increases or maintains FY 1998 funding for priority base 
activities, including:

Base activities remaining below FY 1998 include: Community Services (-$52 
million), SAMHSA demos (-$70 million), and salaries and expenses accounts.

CDC. Infectious Diseases Research HHS is appealing for an increase of $43 
million above the passback $60 million for infectious diseases research and 
surveillance, and for building and equipping a new laboratory. This account has 
been increased dramatically in recent years. Both OMB and the appropriators have 
proposed that HHS reprogram and use for the lab some $60 million in unspent 
immunization funds, but the Department has resisted this approach. You might 
grant their appeal by requiring use of these funds.



Potential Further Additions

OMB does not propose or recommend any further additions. Tentatively 
approved additions are already $2.5 billion above Passback and $1.5 billion 
above FY 1998.

CDC Infectious Diseases: You might choose to consider increasing CDC by $60 
million using a reprogramming of the unspent immunization funds.



HHS Appeal Vs.:

Agency Passback Approved)

2,089

2,446

NIH Total (BA) 13,648 13,648 >1,340 14,988- +1,340 ♦1,153 +1,153 -187

Race and Health 0 0 ♦80 80 +80 +30 +30 -50

Undistributed Reduction 0 -8 +0 -8 -8 +0 +8 +8

| Health Subtotal (BA)
26,902 26,491 +1,746 28,237 +1,335 +2,665 +3,076 +1,331

37,372 + 1,504 +2,508 +3,501 +1,004

7,519

0

865

112

+752

+0

8,271

0

+22

+100

8,101

14

865

112

+90

+ 115

+30*

♦30

+375

♦ 16

-70

+4

-377

♦ 16

-10

+15

-207

♦2

-1

♦9

IHS Total (BA)

Program Level

HCFA Total (BA)

Program Level

1,743

1,883

90

146

865

112

2,069

1310

63

170

22

1,668

2,072

♦0

♦0

3,749

1,315

826

96

683

2,169

1410

63

170

22

219

2

98

89

155

♦0

♦0

AoA (BA)

Home Delivered Meals

+262

+ 100 

+69

♦75

♦50

♦100

♦ 100

2,089

2,446

218

2

98

Office of the Secretary (BA)

Anti Terrorism

General Administration

3,628

1,150

826

96

683

2,147

1310

67

240

18

3,584

1,150

826

96

683

59

125

♦165

♦165

♦0 

♦0 

♦0

2,352

2,438

60

20

634

114

427

56

49

♦455

♦246

♦100

♦ 100

♦455

♦246

2,099

2,431

♦100

♦ 100

♦0

+0

♦0

1,668

2,072

842

1,086

-92

49 

0

34

243

2

102

♦50

♦40

♦0

♦0

925

1,038

0

24

15

34

♦59

+65

Total
Yg- FY98 
Enacted

♦240

♦156

♦ 114 

♦39

♦28

+37

+239

♦60

+100 

+70

+6

HRSA Total (BA)

Ryan Mite

Community Health Centers 

Healthy Start Demo Grants 

MCH Block Grant

SAMHSA Total (BA)

Subst Abuse Block Grant 

Subst Abuse Expansion Grants 

Substance Abuse Demonstrations

Natl Household Survey on Drug Abuse

AHCPR Total (BA)

Program Level

ACF (BA)

National Youth Sports

+271

+282 

+43

♦ 10

♦ 10

♦ 13 

+ 10

♦ 11

♦74

+306

♦ 100

+69

+75

♦50

♦28

+9

♦9

♦0

+0

+50

♦40

+3

♦9

♦5

+50

♦40

♦298

♦282

+43

♦5 

♦ 10 

♦13 

♦10 

♦11

♦53

+27

+9

+9

♦121

♦165

♦0

♦0 

+0

| HHS Total (BA)35,868 34,875*2,498

• Increases for CDC and FDA Tobacco and AHCPR come from Research Fund for America (RFA).
— NIH total (i.e., base plus increase) would be funded through RFA.

+338

+160

+100

♦70

♦6

+90

+86

-83 

+48

-92 

+25 

-15

+9

-75

♦ 189

♦249

♦ 167

♦ 114 

♦39

+28

♦46

♦21

♦21 

♦0 

♦0 

♦0 

♦0 

+0

+0

♦21*

+9 

+9

+0

+0

0

♦9*

♦1

♦0

+0

-24

+0

-4

+157

♦206

♦0 

♦64 

♦13

+46

+60

♦56

Summary of HHS Appeal for Selected Programs - FY 1999 Budget 
(BA in Millions)

+260

+160

♦96

+0

+10

+141

-65 

+69 

♦75

+50

-27 

♦0 

♦0 

+5 

+0 

♦0 

+0 

+0 

♦21

+319

+303 

+43

♦5 

+ 10

♦ 13

♦ 10

♦ 11 

+74

2,331

2,417

60

20

634

114

427

56

28

2,379

2,438

60

15

634

114

427

56

28

♦380

+435

833

1,077

-92

49

0

34

FY 98
Enacted Passback

Rec^
Total

FDA Total (BA)

Program Level

BA Substitiution for User Fees

Food Safety

Laboratory Construction

Tobacco

CDC Total (BA)

Program Level

Emerging Infectious Diseases

Food Safety

HIV Prevention

STD-s

Immunizations

Diabetes

Tobacco

+170

-14

FY99 OMB Recommendation
Tentatively
Approved Rec'd Total 

Additions to (Tentatlvetv 
Passback

FYJ998
Enacted



FY 2001 FY 2002 FY 2003FY 1999 FY 2000FY 1998

5,0424,383 4,6853,800 4,1943,492FY 1998 Base Program..

-60 -60-60-60 -60Tentative Agreement.

4,625 4,9824,134 4,3233,740

OMB Recommendation

In FY 1998, the combination of resources available to States under current law 
will equal 116 percent of what they are actually paying for Child Support 
Enforcement; this represents a State windfall of $571 million.

Federal funding to the States will be reduced to reflect an increase in the 
collection of State fees ($25 for non-TANF cases). States could collect 
more on a sliding scale basis or pay the user fee out of other State 
resources (average non-TANF case collections are about $3,300); and

States would be allowed to keep all TANF-related collections (including 
what is now the Federal share) and would no longer be subject to Federal 
match requirements. States would be free to pass these collections on to 
families or to use them in the TANF program;

The current incentive payment structure would be maintained with formula 
modifications tied to performance, consistent with HHS' 1997 report on 
incentive funding;

Under the current child support financing system, States get Federal matching 
and incentive payments, but must also return a portion of TANF-related 
collections to the Federal government. States have authority to levy user fees 
on non-TANF cases, but no amount is mandated and the authority is capped at 

$25 annually per case.

OMB considered, and informed HHS of, three options ranging from $0.3 billion to 
$3.0 billion in five-year savings. These savings will be used to offset funding for 
mandatory initiatives. The smallest option has been tentatively approved. This 
proposal would simplify the child support financing structure into 1) a basic grant, 

and 2) incentive funds:

DEPARTMENT OF HEALTH AND HUMAN SERVICES 
CHILD SUPPORT ENFORCEMENT - MANDATORY 

(Outlays, in millions of dollars)

Agency Appeal to Passback.

Total: FY 1998 Base
Plus Tentative Agreement



Agency Appeal

The $300 million in savings is a reduction to the basic grant that reflects an 
increase in State resources from the $25 user fees on non-TANF cases.

States would be required to maintain State spending at least at FY 1997 
levels.

HHS disagrees with the OMB recommendation and would propose no change to 
the child support system. They argue that user fees are administratively 
complicated and that some States will have to charge more than $25 on non- 
TANF cases in order to make up the reduction in their grant. In addition, they 
are worried that allowing States to keep all TANF-related collections and 
reducing their administrative grant may cause some States to reduce their child 
support enforcement efforts.

This approach gives States increased flexibility and control over their program. 
Instead of collecting the Federal share, the Child Support program would simply 
decrease federal grants by the same amount of collections that States would 
now be able to keep. States would have more incentive to go after TANF 
collections because they would keep everything, and would no longer have an 
incentive to create State-only programs solely for the purpose of avoiding paying 
a share of TANF collections to the Federal government.



FY 1999 E.Y2QQ0 FY 2001. FY 2002 FY 2003FY 1998

29,506 29,827 29,838 29,719 30,009FY 1998 Enacted/Passback.. 29,559

2,403 2,403 2,4032,403 2,403Agency Appeal to Passback.

1,6301,630 1,630 1,630 1,630

31,457 31,468 31,349 31,63931,136

The Secretary considers OMB’s Passback “inadequate” for helping States (1) 
deal with the explosive growth in elementary and secondary school enrollments, 
and (2) raise student achievement. He argues Passback pits new proposals 
against key existing programs in a way that will undermine both during the 
Congressional appropriations process.

Tentatively Approved
Additions to Passback.

New Initiative Appeals:
- Education Opportunity Zones: $225 million;
- College-School partnerships: $150 million;
-- Early Information Initiative: $20 million;
- Minority higher education retention research: $50 million;
- Training Teachers in Technology Use: $80 million;
- NSF/ED research: $50 million; and
- After School Learning Centers, part of the Child Care Initiative: $200 million.

The Secretary of Education now appeals for $2.4 billion over Passback, $.9 
billion less than his initial appeal.

The Education budget’s overall size -- as it reflects “the critically important role of 
education” -- is as much at issue as the funding levels for the individual items.

DEPARTMENT OF EDUCATION
(budget authority, in millions of dollars)

Increases to base appeals:
- Goals 2000: $49 million;
- Title I, Education for the Disadvantaged: LEA grants, $277;
- Comprehensive School Reform: $225 million;
- America Reads: $80 million;
- Bilingual and Immigrant Education: $36 million;
- Adult Education: $24 million;
- Vocational Education: $121 million;
-- Special Education: $249 million;
- Vocational Rehabilitation: $200 million; and
- Other Student Financial Assistance Programs: $206 million.

Total: Passback+Tentatively 

Approved Additions

Overview of Agency Appeal



Summary of Tentatively Approved Additions

Potential Further Additions

Student Aid: Savings of $3.6 billion to reduce excess subsidies, and spending of 
$1.7 billion for benefits to students and other program changes to support a 
major reauthorization proposal to streamline the guaranteed loan system.

OMB believes that the tentatively approved level provides a sufficient increase 
over FY 1998.

The tentatively approved level is $1.63 billion over Passback; $1.58 billion over 
FY 1998 enacted. This is a much smaller increase than Education received in 
FY 1997 or FY 1998 (about half the size), but within the caps it is a major new 
investment. It is especially substantial when viewed in the context of another $5 
billion in school construction through tax benefits and $7.7 billion in mandatory 
spending to increase the teaching corps.

Base Programs ($980 million over Passback):
- Title I, Education for the Disadvantaged: LEA grants: $258 million;
- Migrant Education $50 million;
- Comprehensive school reform: $175;
- Bilingual Education: $33 million;
- Adult Education: $22 million;
-- ED/NSF strategic plan for improving mathematics teaching: $47 million; and
- Statistics and Assessment: $108 million.

New cost estimates for the Pell grant program indicate that we can maintain a 
maximum award of $3,100, at a cost that is $185 million less than previously 
estimated. DPC, NEC, and OMB are discussing how to use the savings. This 
could increase a variety of education and training programs by small amounts, 
that may address some of the Secretary’s concerns.

Teachers/Class Size: Tentatively approved level is $7.3 billion over 5 years with 
design still open.

Mandatory Issues That May Arise
• School Construction: Tentatively approved level is $5 billion through tax benefits.

New Initiatives:
-- Education Opportunity Zones; $225 million;
- College-School partnerships: $150 million;
-- Early Information Initiative: $20 million;
- Minority higher education retention research: $50 million;
- Training Teachers in Technology Use: $80 million;
- NSF/ED research: $50 million;
-- After School Learning Centers, part of Child Care Initiative: $60 million; and 
-- Learning on Demand: $40 million.



FY2000 FY 2001 FY 2QQ2 FY 2003FY 1998 FY 1999

39,38038,048 38,934 40,034 40,70240,634FY 1998 Enacted/Passback.,

+4,469 +4,001 +4,018 +3,199 +2,607Agency Appeal to Passback.

-29+90 +30 -43 -48

39,514 39,887 40,536 41,22338,688

Overview of Agency Appeal

Summary of Tentatively Approved Additions

Tentatively Approved
Additions to Passback.

DOT seeks its original request of $376 million in discretionary spending for 
Amtrak operating subsidies and $329 million for Amtrak capital projects.

DOT requests an additional $67 million to increase Coast Guard drug interdiction 
efforts and $228 million to begin an $8 billion program to replace its cutters and 
aircraft. (DOT staff indicate a willingness to accept $26 million for operating 
expenses and $168 million for cutters and aircraft.)

The appeal notes that I STEA and FAA will be reauthorized next year, and 
requests that highways, highway safety, transit and airport grants be funded at 
the 1998 enacted level.

Your advisors have discussed DOT’S appeal to provide additional funding to 
bring highways, highway safety, and transit programs to the FY 1998 enacted 
level. We agree that we should provide an additional $1.7 billion to fund DOT’S 
appeal; however, we have not found an appropriate funding mechanism yet.

While the Gore Commission safety and security recommendations are fully- 
funded, including $100 million for explosive detection equipment, the Department 
still seeks an additional $841 million for FAA operations and capital programs. 
This sum would be used for additional safety inspectors, overhead positions, and 
to accelerate the pace of modernization. (DOT staff indicate a willingness to 
accept $401 million for operations and capital.)

Total: Passback+Tentatively

Approved Additions

DOT’S appeal is for $4.5 billion in budgetary resources and $1.8 billion in outlays 
above Passback. DOT did not specifically request additional funding from the 
Presidential Reserve.

DEPARTMENT OF TRANSPORTATION
(budget authority, in millions of dollars)



The amount included in Passback reflects the levels agreed to in the Balanced 
Budget Agreement, which themselves were significant increases over 1997 
enacted. Within the recommended total, an additional $45 million would be 
earmarked for border infrastructure, raising the total border infrastructure 
program to $90 million.

No additional funding is recommended for Amtrak. Passback provides more 
funding in total than was requested for Amtrak, but funds it from a different mix of 
Federal sources. Passback saves outlays under the discretionary cap by 
requiring that some of the $2.1 billion in funds from the Taxpayer Relief Act be 
used for operating rather than capital expenditures. (The Department previously 
proposed to do just this.)

No additional funding is recommended above Passback for the Coast Guard. A 
small increase in operating funding allows the Coast Guard to maintain current 
operations and increase drug interdiction activities by 5 percent. Capital funding 
would continue at the 1998 level, while a Presidential Commission reviews the 
Coast Guard’s roles and missions and evaluates the Coast Guard’s proposed $8 

billion capital replacement program.

For the FAA, no additional funding above Passback would be recommended for 
its operating account (already 5 percent over FY 1998). In addition, Passback 
increases the capital modernization account 13 percent over FY 1998. The Gore 
Commission safety and security recommendations are fully-funded, including 
$100 million for explosive detection equipment. Investments in productivity 
enhancing new technology eliminate the need for increases in the number of 
safety inspectors. Modernization funding would ramp up overtime, rather than in 
one large and difficult-to-manage jump. Additional airport grant funding above 
the $450 million included in Passback is not recommended. $90 million in 
funding planned for 2000 would be shifted to 1999 to accelerate the Flight 2000 

demonstration program.



FY 2001FY 1999 FY 20Q0 FY 2002 FY 2003FY 1998

18,65518,675 18,670 18,658 19,31518,895FY 1998 Enacted/Passback..

+257 +263+220 +231Agency Appeal to Passback.

19,31518,670 18,655 18,65818,675

24,088 24,580 26,25422,992 23,531Mandatory Resources 1/ 22,231

45,56942,201 42,743 43,23841,126 41,667Total Agency Resources

1/ VA estimate as of late October.

Overview of Agency Appeal

VA Funding Levels 
(dollars in millions)

Tentatively Approved
Additions to Passback.

Potential Further Additions

To Total:

VA states that passback would mark the first time that total discretionary 
resources declined from the previous year. This is untrue (FY85-FY86) and 
Passback provides total resources (discretionary and mandatory) at more than 
$500 million above FY 1998 enacted. When making comparisons between 
funding levels in public statements and in testimony before the Congress, VA 
usually references total resources for veterans programs.

VA’s appeal is for $220 million above Passback to maintain the FY 1998 enacted 
level. The combined FY 1999 discretionary and mandatory total, however, is 
over $500 million above the total FY 1998 level.

Total: Passback+Tentatively

Approved Additions

FY 1999 Appeal 

$18,895 

$22,992 

$41,887

FY 1999 Passback 

$18,675 

$22,992 

$41,667

VA Budget is submitted as a total, with both mandatory (e.g., disability) and 
discretionary (e.g., health and administration) expenditures. For FY 1999, the 
total would rise but the discretionary portion would be $220 million lower than FY 
1998 (partly because FY 1998 included over $100 million of unrequested items.)

DEPARTMENT OF VETERANS AFFAIRS
(budget authority, in millions of dollars)

FY 1998 Enacted 

$18,895 

$22,231 

$41,126

Discretionary

Mandatory

Total



The appeal proposes increases to almost every account. Key areas include:

Summary of Tentatively Approved Additions

OMB recommends no change in the total Passback level.

Potential Further Additions

• Construction: an additional $77 million, though the agency has not decided 
where the funds would be used.

• Benefits Administration: an additional $61 million for workload, technology 
initiatives, and regional office relocations over the amounts provided in 
Passback. There is no increase for potential nicotine-dependence disability 
claims -- our legislative proposal would deny these claims.

Allow VA the flexibility to shift resources (excluding Medical Care) to fund 
priorities within this level.

VA rejected mandatory initiatives (collections from health insurance, asset sales) 
that would have resulted in $100 million in discretionary resources. VA 
continues to delay cost-saving consolidation efforts. All of these options are still 
available to VA.

$220 million would bring VA’s discretionary funding to the FY 1998 enacted level. 
If this appeal is approved, added funds should be in research and benefits 
administration, not construction.

$66 million for additional research funded through the Research Fund for 
America and the tobacco tax; or

Furthermore, the veteran population is declining, and some budget effect should 
result. Resources per veteran would increase 3 percent from FY 1998 to FY 
1999 from $1,638 to $1,687.

• Research: An additional $66 million for a wide range of common health care 
issues (e.g., cancer, depression, and Parkinson’s Disease).
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Dear Mr. President:

Thank you in advance for your consideration.

Sincerely,

The President
The White House 
Washington, DC 20500

My concerns are two-fold. First, we have some very serious issues which need to 
be addressed, such as processing veterans’ claims for disability compensation, keeping up 
with demands for burials in the National Cemetery System and improving the Depart­
ment’s management systems. I believe our track record in veterans’ medical care, where 
we have agreed to live with a flat-line budget while still making improvements in service, 
shows that we can deliver on our promises. I want to take the same approach in the rest 
of the Department, but need the investment monies requested now to put the Department 
on the right track for the next three years.

But my bottom line concern is more basic - - preserving your legacy as a pro­
veteran President. If your 1999 discretionary budget requests less than the Congress 
appropriated for 1998 - - even 1% less - - Congress will restore the funds, take credit for 
restoring them and portray you as a President that doesn’t have veterans as one of his 
priorities. You can avoid that mischaracterization by asking for a flat-line budget for 
veterans - - adding back the $220 million that 0MB has denied - - $18,895 billion in 1999, 
the same amount appropriated by Congress in 1998.

I am writing to express my deep personal concern about the OMB-proposed 
budget level for my Department which will be presented for your consideration soon. It 
is $220 million less than was enacted by Congress for the Department in 1998. While that 
difference represents only about 1% of VA’s discretionary budget, it is a serious shortfall 
which Frank Raines and I thus far have not been able to resolve.

Hershel W. Gober 

Acting Secretary

DEPARTMENT OF VETERANS AFFAIRS 

Washington DC 20420



(budget authority, in millions of dollars)

FY 1999 FY 2000 FY 2001 FY 20Q2 FY 20Q3FY 1998

+825+640 +768 +794+498

+825+640 +768 +794+498

Overview of Aoencv Appeal

OMB Recommendation

Tentatively Approved
Additions to Passback.

$1.5 billion to increase provider reimbursement rates and the number of meals 
served in summer, after-school, and day care feeding programs. The funds are 
not targeted at low-income children or providers.

$0.6 billion to increase nutrition education and research, and for other activities 
including the Secretary’s gleaning and food recovery initiative.

OMB’s passback contains an unrequested $2.5 billion in Food Stamp benefits for 
vulnerable immigrant families with children and refugees and asylees. OMB also 
funded the Secretary’s gleaning initiative, but recommends no mandatory funding 
increases for the USDA initiative for the following reasons:

$1.7 billion to give free breakfast to all children through Grade 3, regardless of 
income, and increase per breakfast commodity entitlements to local meal 

providers.

20

20

20

20

20

20

20

20

20

20

The Department seeks $3.8 billion over 5 years for its “child hunger initiative.” The 
funds would be used primarily to increase administrative reimbursements and to 
expand eligibility for feeding programs to upper- and middle-income children. The 
requested funds include the following:

DEPARTMENT OF AGRICULTURE/FOOD AND NUTRITION SERVICE 
USDA’s UNIVERSAL SCHOOL BREAKFAST AND RELATED PROGRAMS 

(CHILD HUNGER INITIATIVE)

Agency Appeal to Passback: 

Mandatory  

Discretionary.....’

Total

FY 1998 Enacted/Passback:

Mandatory

Discretionary

Total



We understand that Bob Greenstien also opposes this policy and would concur with our 
recommendation.

$530 million for after-school meals are not targeted at low-income children and 
are not proposed to complement existing programs.

$228 million for the summer food program is for program administration 
reimbursements. Studies show that reimbursement rates already exceed 
program operating costs.

The Current Federal School Breakfast program is effectively targeted to low- 
income children. Its meals meet or exceed dietary guidelines for all key nutrients 

and calories.

The Department’s own research demonstrates that “the availability of the 
breakfast program does not increase the likelihood that a student will eat 
breakfast.”

Research/Education
USDA’s proposals merely augment base level activities for which significant 
resources ($450 million in FY 1998) are already provided in the recommended 

levels.

Summer, After-School, and Day Care
The $400 million in meal reimbursements to for-profit child care centers will 
simply enrich for-profit providers without reducing the child care costs for low- 
income families.

Breakfast
• FY 1997 spending on the School Breakfast Program was at $1.2 billion, up 

nearly 40 percent since FY 1993.

Nearly 95% of children in kindergarten through third grade already eat breakfast 
daily.



FY 1998 FY 1999 FY 2000 FY2001 FY 2002 FY 2003

FY 1998 Enacted/Passback . 7,361 7,395 6,796 6,725 6,795 6,898

Agency Appeal to Passback. +1,203 + 1,729 +1,079 ■ +1,079 + 1,079

+ 198 +208 +219 +230 +230

7,593 7,004 6,944 7,025 7,128

Overview of Aaencv Appeal

Summary of Tentatively Approved Additions

Tentatively Approved

Additions to Passback.

As a new reserve proposal, ERA appealed for $55 million to establish 24 
children’s health research centers, in addition to the 6 being created in FY 1998.

ERA appealed seven items totaling $1.2 billion in FY 1999. Of those, five were 
for initiatives already pending for funding from the Presidential Priority Reserve, 
one was a new proposal for the Reserve, and one was a base appeal.

Items already on the list of Reserve proposals, although at levels below ERA’S 
appeal, and the FY 1999 appealed level are: State Revolving Funds (+$450M); 
Water Quality (+$315M); Climate Change (+$219M);, and Particulate Matter 
(+$91M). In addition, ERA requested $650 million for Superfund to replace 
Kalamazoo Initiative funding not provided last year. As the Administrator was 
flexible on timing, OMB treated Superfund as a year 2000 appeal.

Total: Passback+Tentatively

Approved Additions

Climate Change - ERA received $53 million as part of a multi-agency climate 
change initiative that is designed to carry out the President’s 5 year $5 billion 
commitment. This addition is on top of a $59 million increase in passback, giving 
ERA $112 million of the total $400 million 1999 spending increase for this item.

Water Quality Initiative - ERA received $145 million per year as part of a $500 
million multi-agency water quality initiative that is designed to address non-point 
source water pollution, worked out in agreement with the Vice President’s office, 
to implement the Vice President’s October initiative commemorating the Clean 
Water Act’s 25th anniversary.

The base appeal was $73 million to finish construction of ERA’S RTP, N.C., lab, 
although this was fully funded in passback.

ENVIRONMENTAL PROTECTION AGENCY
(budget authority, in millions of dollars)



Potential Further Additions

Option 3 (+$450M annually 1999-2003): Would eliminate criticism of the SRF 
cut by restoring total SRF funding to the 1998 level. The net water quality 
increase would be $500 million, but would drain funding from other programs.

Particulate Matter (PM) Monitoring (+$9M) - Passback provided $31 million to 
implement the new PM monitoring network on the schedule and at the cost 
announced by EPA when it released its PM rule in July. An additional $9 million 
would fund 700 more samplers above the program announced in July, but would 
not move up the schedule.

Overview - With approved additions, EPA is funded at $7.6 billion, an increase 
of $232 million (+ 3%) over 1998. EPA's Operating Program is funded at $3.6 
billion, an increase of $269 million (+8%) over 1998. Both Superfund and the 
Operating Program are funded at or above their protected levels in the Balanced 
Budget Agreement.

Option 2 (+$275M in 1999): Increases total SRF funding to $1.9 billion, $100 
million above the 1998 President’s Budget level. The cut in the SRFs would 
be reduced to $275 million and the net water quality increase would be $225 
million.

Superfund (+$0M) -- Passback provided a $594 million increase in 1999, but did 
not provide any year 2000 funding to make up for the 1998 Congressional 
reduction. However, EPA data show that the original goal of 900 cleanups by 
2000 can still be met by emphasizing completions of responsible party cleanups, 
while sacrificing a few fund-lead cleanups. Even without this policy change, the 
900 cleanup goal can be met by the end of calendar year 2001 without additional 
funding beyond passback. Granting EPA’s appeal for $650 million in year 2000 
funding would move up the 900 site completion date by 6 months to June 2001.

Option 1 (+$75M in 1996): Increases total SRF funding level to $1.7 billion 
and reducing, cut to $375 million. The net water quality increase (i.e., SRF 
funding plus the Water Quality Initiative) would be $125 million.

State Revolving Funds (SRF) - The passback provided a total of $1,625 billion 
for the Clean Water and the Drinking Water SRFs, which help communities 
finance waterland drinking water projects. While this is a $450 million decrease 

from 1998, the passback proposal would allow the Administration to meet its goal 
of capitalizing the Clean Water SRF to revolve at (i.e., provide) an average of $2 
billion in financial assistance annually, and capitalizing the Drinking Water SRF 
to revolve at $500 million annually. This reduction would be more than offset by 
the $500 million increase for the Water Quality Initiative.



Research Triangle Park (+$0M) - Passback fully funded remaining construction 
of EPA’s new lab in North Carolina. An option to resolve this issue is to allow 
EPA to fund the remaining construction over two years instead of one, but within 
existing totals.
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EPA APPEAL 1999 20QQ 2001 2002 2003

1,729 1,079 1,079 1,079

1999 2000 2QQ1 2002 2003OMBREC.

230208 219 230198

230208 219 230198

J3

1,203

145

53

55^

1,130

145

63

145

74

145

85

___55

1,079

55

1,079

55

1,079

315

219

450

40

145

85

315

219

450

91

315

219

450

40

650 

___55

1,729

315

219

450

40

315

219

450

40

Initiatives:

Watershed (EPA)

Climate Change (EPA) 

Clean Water SRF

Particulate Matter

Superfund

Children's Health

Subtotal, Initiatives:

Initiatives:

Watershed (EPA)

Climate Change (EPA) 

Clean Water SRF 

Particulate Matter 

Superfund

Children's Health

Subtotal, Initiatives:

Base:

RTP, N.C. Laboratory 

Total

Base:

RTP, N.C. Laboratory 

Total

SUMMARY DETAIL - EPA APPEAL AND OMB RECOMMENDATION 
(BA dollars in millions)
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EPA Passback to Enacted Comparison

0 -25 -25 -25 -25User Fees

7,361 7,395 7,593 23234Total EPA

Passback
99

517
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9
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Other Funding
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FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003

4,286 4,733 5,962 3,937 3,799 3,814FY 1998 Enacted/Passback..

+404 +232 +251 +274 +247Agency Appeal to Passback.

+57 +74 +84 +104 +76

3,903 3,8904,790 6,036 4,021

Overview of Agency Appeal

Tentatively Approved
Additions to Passback.

The Department of Commerce appealed for additional funding for all the issues 
discussed in this summary. DOC’s original request was for $5.2 billion in FY 
1999, including seven initiatives to compete for Presidential funds. The OMB 
passback provided $4.7 billion in 1999. The passback provided substantial 
increases over enacted for the Decennial Census ($436 million) new satellite 
procurements ($183 million), and the National Weather Service ($30 million).

Decennial Census: The 1998 appropriations compromise on the use of sampling 
in the decennial census requires the Census Bureau to plan for both a sampling 
and non-sampling decennial census (the “dual-track” approach). DOC appeals 
for $128 million to continue dual-track activities through February 1999 when the 
Decennial Dress Rehearsal data will be analyzed.

In 1998, $92 million in fees were withheld from PTO and were used for deficit 
reduction. Almost half of all patents are filed from overseas, so U.S. applicants 
will provide just 51 % of the surcharge revenue (small firms only 11 %). The 
surcharge imposes a small burden in comparison to U.S. industry’s $96 billion 
annual investment in technology development. In addition, the demand for 
patents is not significantly affected by the fee level and PTO will have the 
resources to improve service.

Total: Passback+Tentatively

Approved Additions

Patent and Trademark Office (PTO): The OMB passback provided PTO with an 
increase of $127 million to hire additional patent examiners and increase 
automation efforts. It also continues the policy from last year’s budget which 
would allocate excess fees to other high priority DOC programs. The intellectual 
property community opposes this policy. DOC has appealed to end the 
surcharge in 2000, arguing that it constitutes a tax on innovation that will 
encounter opposition from industry.

DEPARTMENT OF COMMERCE
(budget authority, in millions of dollars)



Summary of Tentatively Approved Additions

Potential Further Additions

Global Climate Change: The tentatively approved level includes $7 million in FY
1999 for NIST to pursue research and industry outreach on reducing greenhouse 
emissions from manufacturing.

Advanced Technology Program (ATP): The tentatively approved level supports 
additional new awards. Assuming $92 million in new awards in FY 1998, ATP 
will be able to support $94 million in new FY 1999 awards, growing to $100 
million by FY 2002.

Advanced Measurement Lab: The tentatively approved level includes $155 
million over five years for the construction of an Advanced Measurement 
Laboratory (AML). The AML would upgrade facilities at the National Institute of 
Standards and Technology (NIST).

Lower cost dual-track alternative. OMB recommends $36 million fortesting and 
planning of non-sampling methodologies. This amount would allow the dress 
rehearsal to proceed without investing in the infrastructure for a full scale dual 
track approach.
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By Hand Delivery

Dear Mr. President:

The President
The White House 
Washington, D C. 20500

We estimate that $128 million is necessary to cover the cost of maintaining the 
second track until a decision is reached in February 1999. By putting the costs of 
the second track into the budget now, we reduce the risk that the Congress will 
deny or shortchange funding for our sampling plan in FY 1999.

Apart from the issue of funding, the operational success of the sampling track will 
be well served by budgeting for the second track at this time With funding for 
both tracks clarified in the budget, the Census Bureau can proceed to make key 
decisions on both tracks and not have to wait until after our appropriations bill is 
passed next fall. In order to have a viable second track. Census must open extra 
offices, recruit and hire extra personnel, design computer systems, begin marketing 
and set up partnerships with local governments and community groups. For 
example, in order to prepare for a non-sampling count, Census will have to open 
one quarter of its local offices early, at an estimated additional cost of $59 million 
in FY 1999.

As we discussed yesterday morning, the upcoming FY 1999 budget should include 
the funding necessary to carry out both our plans for a census with sampling and 
last month’s compromise with Congress on Census 2000. As part of the 
compromise, the Republican leadership agreed to continue funding our sampling 
plan, and we agreed to fund preparations for a second track non-sampling plan 
until February 1999 (when a final decision is to be made).

THE SECRETARY OF COMMERCE
Washington. O.C. 20230

W



Thank you for your support.

Sincerely,

William M. Daley

2

Putting $128 million for the second track into the budget should enable the Census 
Bureau to proceed with its preparations for sampling as part of an accurate and 
complete Census 2000, while also implementing the compromise.

If these and other decisions were postponed until next fall, the Bureau would be 
forced suddenly to divert key professional staff to prepare the second track at the 
expense of their work on the sampling plan. These delays would jeopardize our 
ability to meet a series of critical deadlines and targets to deliver an accurate 

census.
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By Hand Delivery

Dear Mr. President:

The President
The White House
Washington, D.C. 20500

We estimate that $128 million is necessary to cover the cost of maintaining the 
second track until a decision is reached in February 1999. By putting the costs of 
the second track into the budget now, we reduce the risk that the Congress will 
deny or shortchange funding for our sampling plan in FY 1999.

As we discussed yesterday morning, the upcoming FY 1999 budget should include 
the funding necessary to carry out both our plans for a census with sampling and 
last month’s compromise with Congress on Census 2000. As part of the 
compromise, the Republican leadership agreed to continue funding our sampling 
plan, and we agreed to fund preparations for a second track non-sampling plan 
until February 1999 (when a final decision is to be made).

Apart from the issue of funding, the operational success of the sampling track will 
be well served by budgeting for the second track at this time. With funding for 
both tracks clarified in the budget, the Census Bureau can proceed to make key 
decisions on both tracks and not have to wait until after our appropriations bill is 
passed next fall. In order to have a viable second track, Census must open extra 
offices, recruit and hire extra personnel, design computer systems, begin marketing 
and set up partnerships with local governments and community groups. For 
example, in order to prepare for a non-sampling count, Census will have to open 
one quarter of its local offices early, at an estimated additional cost of $59 million 
in FY 1999.

THE SECRETARY OF COMMERCE
Washington. D.C. 20230



Thank you for your support

Sincerely,

William M. Daley

•i.

2

Putting $128 million for the second track into the budget should enable the Census 
Bureau to proceed with its preparations for sampling as part of an accurate and 
complete Census 2000, while also implementing the compromise.

If these and other decisions were postponed until next fall, the Bureau would be 
forced suddenly to divert key professional staff to prepare the second track at the 
expense of their work on the sampling plan. These delays would jeopardize our 
ability to meet a series of critical deadlines and targets to deliver an accurate 

census.
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Washington, D.C. 20420

The President
The White House
Washington, DC 20500
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Dear Mr. President:

Thank you in advance for your consideration.

Sincerely,

My concerns are two-fold. First, we have some very serious issues which need to 
be addressed, such as processing veterans’ claims for disability compensation, keeping up 
with demands for burials in the National Cemetery System and improving the Depart­
ment’s management systems. I believe our track record in veterans’ medical care, where 
we have agreed to live with a flat-line budget while still making improvements in service, 
shows that we can deliver on our promises. I want to take the same approach in the rest 
of the Department, but need the investment monies requested now to put the Department 
on the right track for the next three years.

Department of Veterans Affairs
Washington DC 20420

But my bottom line concern is more basic - - preserving your legacy as a pro­
veteran President. If your 1999 discretionary budget requests less than the Congress 
appropriated for 1998 - - even 1% less - - Congress will restore the funds, take credit for 
restoring them and portray you as a President that doesn’t have veterans as one of his 
priorities. You can avoid that mischaracterization by asking for a flat-line budget for 
veterans - - adding back the $220 million that 0MB has denied - - $18,895 billion in 1999, 
the same amount appropriated by Congress in 1998.

The President
The White House 
Washington, DC 20500

I am writing to express my deep personal concern about the OMB-proposed 
budget level for my Department which will be presented for your consideration soon. It 
is $220 million less than was enacted by Congress for the Department in 1998. While that 
difference represents only about 1% of VA’s discretionary budget, it is a serious shortfall 
which Frank Raines and I thus far have not been able to resolve.

Her&el W. Gober

Acting Secretary
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Dear Mr. President:

Thank you in advance for your consideration.

Sincerely,

The President
The White House 
Washington, DC 20500

My concerns are two-fold. First, we have some very serious issues which need to 
be addressed, such as processing veterans’ claims for disability compensation, keeping up 
with demands for burials in the National Cemetery System and improving the Depart­
ment’s management systems. I believe our track record in veterans’ medical care, where 
we have agreed to live with a flat-line budget while still making improvements in service, 
shows that we can deliver on our promises. I want to take the same approach in the rest 
of the Department, but need the investment monies requested now to put the Department 
on the right track for the next three years.

But my bottom line concern is more basic - - preserving your legacy as a pro­
veteran President. If your 1999 discretionary budget requests less than the Congress 
appropriated for 1998 - - even 1% less - - Congress will restore the funds, take credit for 
restoring them and portray you as a President that doesn’t have veterans as one of his 
priorities. You can avoid that mischaracterization by asking for a flat-line budget for 
veterans - - adding back the $220 million that 0MB has denied - - $18,895 billion in 1999, 
the same amount appropriated by Congress in 1998.

I am writing to express my deep personal concern about the OMB-proposed 
budget level for my Department which will be presented for your consideration soon. It 
is $220 million less than was enacted by Congress for the Department in 1998. While that 
difference represents only about 1% of VA’s discretionary budget, it is a serious shortfall 
which Frank Raines and I thus far have not been able to resolve.

Herstiel W. Gober

Acting Secretary

Department of Veterans Affairs
Washington DC 20420
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Dear Mr. President:

Thank you in advance for your consideration.

Sincerely,'

/

But my bottom line concern is more basic - - preserving your legacy as a pro­
veteran President. If your 1999 discretionary budget requests less than the Congress 
appropriated for 1998 - - even 1% less - - Congress will restore the funds, take credit for 
restoring them and portray you as a President that doesn’t have veterans as one of his 
priorities. You can avoid that mischaracterization by asking for a flat-line budget for 
veterans - - adding back the $220 million that 0MB has denied - - $18,895 billion in 1999, 
the same amount appropriated by Congress in 1998.

The President
The White House
Washington, DC 20500

My concerns are two-fold. First, we have some very serious issues which need to 
be addressed, such as processing veterans’ claims for disability compensation, keeping up 
with demands for burials in the National Cemetery System and improving the Depart­
ment’s management systems. I believe our track record in veterans’ medical care, where 
we have agreed to live with a flat-line budget while still making improvements in service, 
shows that we can deliver on our promises. I want to take the same approach in the rest 
of the Department, but need the investment monies requested now to put the Department 
on the right track for the next three years.

I am writing to express my deep personal concern about the OMB-proposed 
budget level for my Department which will be presented for your consideration soon. It 
is $220 million less than was enacted by Congress for the Department in 1998. While that 
difference represents only about 1% of VA’s discretionary budget, it is a serious shortfall 
which Frank Raines and I thus far have not been able to resolve.

Department of Veterans Affairs
Washington DC 20420

Hershel W. Gober

Acting Secretary
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December 5, 1997

MR. PRESIDENT:

Phil Capla:

if

By exercising this authority you will certify to Congress that 
suspension is in the national interest of the United States. If 
you agree, please sign the PD where indicated.

The Foreign Ops Appropriations bill you signed last week 
provided you this authority once again. By exercising it, the 
PLO will be allowed to legally reopen its office here. Sandy 
notes that this will have an important symbolic and practical 
effect and enhance the confidence of Palestinians in their 
relationship with the U.S. It will also enable the U.S. to 
maintain more regular contacts with PLO authorities by 
enabling them to travel to the U.S.

THE WHITE HOUSE

WASH I xerox

\

/ 
/
/

Attached for your signature is a PD that will waive Anti­
Terrorism Act provisions regarding the PLO. You have 
waived these provisions several times, but yot&atnlity to 
continue to do so expired in August underlie Middle East 

Peace Facilitation Act.
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THE WHITE HOUSE

WASHINGTON

December 3, 1997

’97 DEC ■-ACTION

MEMORANDUM FOR THE PRESIDENT

THROUGH: THE EXECUTIVE CLERK!

FROM:

SUBJECT:

Purpose

Background

RECOMMENDATION

That you sign the Presidential Determination at Tab A.

Presidential Determination on Waiver and
Certification of Statutory Provisions Regarding 
the Palestine Liberation Organization

cc: Vice President
Chief of Staff

SAMUEL BERGE!
JOHN HILLEY

Exercising this waiver authority will allow the PLO legally to 
reopen its Washington Office. This office was officially closed 
on August 12 following the expiration of waiver authority under 
the Middle East Peace Facilitation Act. This expiration of 
authority seriously impeded our efforts to promote the Middle 
East peace process by interfering with the ability of
Palestinian officials to travel to the United States and 
maintain contacts with U.S. government officials. Allowing the 
office to reopen will also have an important symbolic and 
practical effect and enhance the confidence of Palestinians in 
their relationship with the United States.

Section 539(d) of the FY-98 Foreign Operations Act gives you the 
authority to waive the Anti-Terrorism Act prohibitions (against 
a PLO Office in the United States and receipt or expenditure of 
PLO origin funds) if you determine that it is important to the 
national security interest of the United States to do so. The 
waiver requires renewal after six months and is no longer 
available beyond a year from enactment. We intend later to seek 
your approval for a delegation of this waiver authority to the 
Secretary of State.
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Tab B

Presidential Determination on Waiver under section 539(d) 
of the Foreign Operations, Export Financing, and Related 
Programs Act, 1998
Justification (to be transmitted to Congress with 
transmittal letter of Presidential determination)

Attachments
Tab A



THE WHITE HOUSE

WASHINGTON

Presidential Determination
No. 

MEMORANDUM FOR THE SECRETARY OF STATE

SUBJECT: Presidential Determination on Waiver and
Certification of Statutory Provisions Regarding 
the Palestine Liberation Organization

You are authorized and directed to transmit this determination 
to the Congress and to publish it in the Federal Register.

Pursuant to the authority vested in me under section 539(d) 
of the Foreign Operations, Export Financing, and Related 
Programs Appropriations Act, 1998, Public Law 105-118, I 
hereby determine and certify that it is important to the 
national security interests of the United States to waive 
the provisions of section 1003 of the Anti-Terrorism Act 
of 1987, Public Law 100-204, through June , 1998.



JUSTIFICATION

A fundamental and overarching foreign policy and national 
security goal of the United States is to obtain a just, lasting 
and comprehensive peace between Israel and its neighbors. An 
Israeli-Palestinian peace is critical in that regard. The 
President has waived the operation of Section 1003 of P.L. 100- 
204 for six months because it is a serious impediment to the 
United States playing an effective role in achieving that 
objective.

The PLO office in Washington is not and never has been an 
Embassy. The United States has never accorded the PLO office 
any of the immunities or privileges of a diplomatic mission. 
This waiver would not in any way change these practices and the 
office would resume operations under the same guidelines that 
have applied since its opening in 1994.

The application of Section 1003 interferes with the ability of 
Palestinian officials to travel to the United States for 
negotiations with Israel or carry out contacts with U.S. 
officials. Moreover, the PLO office, which functions as the 
Palestinian Authority's office, serves to facilitate contacts 
and to enhance the confidence of Palestinians in their 
relationship with the United States. Maintaining the kinds of 
relations with the PLO that are subject to Section 1003 impacts 
our effort to broker a peaceful Middle East settlement. This 
relationship is of particular importance now, as the United 
States seeks to help Israelis and Palestinians reach agreement 
on the implementation of the Interim Agreement and launch 
negotiations on permanent status.
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MEMORANDUM FOR THE SECRETARY OF STATE

Subject:

Terrorism Act of 1987

You are
the Federal Register.

Presidential Determination on Waiver and
Certification of Statutory Provisions Regarding 
the Palestine Liberation Organization

inancing, and Related Programs 
' and certify that it is

THE WHITE HOUSE

WASHINGTON
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Presidential Determination

No. *______________

P.L.. 100-

authorized and directed to^publish£this determinationjin

-

Pursuant to the authority vested in me under section 539 (d)^ of 

/ the Foreign O]
S Act, 1998-1

States to waive the provisions of section 1003 of the JUiti- 
' Terrorism Act of 1987, P^lOO-—j

ACr, and certify that it is
important to the national security interests of the United
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MEMORANDUM FOR THE PRESIDENT

FROM:

/

SUBJECT:

Purpose

Background

RECOMMENDATION

That you sign the letters at Tab A.

cc: Vice President
Chief of Staff

Letter from Senator Dorgan and Others Regarding 
U.S.-Japan Civil Aviation Negotiations

To reply to a letter from Senators Dorgan, Levin, Grams, Helms 
and Abraham expressing concern about our civil aviation 
negotiations with Japan.

Attachments
Tab A Letters to Members of Congress
Tab B Incoming Correspondence

SAMUEL BERGE!
GENE SPERLINGVW:
DANIEL TARULLO H 

BRUCE LINDSEY
JOHN HILLEY

7510

The attached letter responds to Senator Dorgan and four other 
senators who wrote expressing their concern regarding the U.S.- 
Japan civil aviation negotiations and to request a meeting with 
you. Erskine Bowles, John Hilley and others met with Senator 
Dorgan and Senator Levin in the fall. Your reply outlines our 
policy and objectives in these negotiations and states we are 
firmly committed to achieving those objectives. It states that 
Administration officials would be pleased to brief the Senators.

/ *
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THE WHITE HOUSE

WASHINGTON

Dear Senator Abraham:

Sincerely,

Thank you for your letter regarding our civil aviation 
negotiations with Japan.

The Honorable Spencer Abraham
United States Senate
Washington, D.C. 20510-2203

Let me first state that the international civil aviation policy 
of the United States is to achieve open skies as quickly as 
possible with all countries. To that end, our objectives in the 
Japan negotiations are to achieve substantial opening of the 
Japanese market for our carriers and the resolution of disputes 
that have prevented our carriers from serving the important and 
fast-growing aviation markets beyond Japan. We seek to 
deregulate the market in a way that will enhance competition and 
quicken the transition to a fully liberalized regime. We will 
not yield rights that have been obtained for any of our carriers 
in prior agreements.

I appreciate your comments on these negotiations. I can assure 
you that my Administration is firmly committed to achieving the 
above stated objectives. Administration officials would be 
pleased to brief you further at your convenience.
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WASHINGTON

Dear Byron:

Sincerely,

Thank you for your letter regarding our civil aviation 
negotiations with Japan.

The Honorable Byron L. Dorgan
United States Senate
Washington, D.C. 20510-3405

Let me first state that the international civil aviation policy 
of the United States is to achieve open skies as quickly as 
possible with all countries. To that end, our objectives in the 
Japan negotiations are to achieve substantial opening of the 
Japanese market for our carriers and the resolution of disputes 
that have prevented our carriers from serving the important and 
fast-growing aviation markets beyond Japan. We seek to 
deregulate the market in a way that will enhance competition and 
quicken the transition to a fully liberalized regime. We will 
not yield rights that have been obtained for any of our carriers 
in prior agreements.

I appreciate your comments on these negotiations. I can assure 
you that my Administration is firmly committed to achieving the 
above stated objectives. Administration officials would be 
pleased to brief you further at your convenience.
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WASHINGTON

Dear Senator Grams:

Sincerely,

Thank you for your letter regarding our civil aviation 
negotiations with Japan.

The Honorable Rod Grams
United States Senate
Washington, D.C. 20510-2304

Let me first state that the international civil aviation policy 
of the United States is to achieve open skies as quickly as 
possible with all countries. To that end, our objectives in the 
Japan negotiations are to achieve substantial opening of the 
Japanese market for our carriers and the resolution of disputes 
that have prevented our carriers from serving the important and 
fast-growing aviation markets beyond Japan. We seek to 
deregulate the market in a way that will enhance competition and 
quicken the transition to a fully liberalized regime. We will 
not yield rights that have been obtained for any of our carriers 
in prior agreements.

I appreciate your comments on these negotiations. I can assure 
you that my Administration is firmly committed to achieving the 
above stated objectives. Administration officials would be 
pleased to brief you further at your convenience.



THE WHITE HOUSE

WASHINGTON

Dear Mr. Chairman:

I can assure

Sincerely,

Thank you for your letter regarding our civil aviation 
negotiations with Japan.

I appreciate your comments on these negotiations.
you that my Administration is firmly committed to achieving the 
above stated objectives. Administration officials would be 
pleased to brief you further at your convenience.

The Honorable Jesse Helms
Chairman
Committee on Foreign Relations
United States Senate
Washington, D.C. 20510-3301

Let me first state that the international civil aviation policy 
of the United States is to achieve open skies as quickly as 
possible with all countries. To that end, our objectives in the 
Japan negotiations are to achieve substantial opening of the 
Japanese market for our carriers and the resolution of disputes 
that have prevented our carriers from serving the important and 
fast-growing aviation markets beyond Japan. We seek to 
deregulate the market in a way that will enhance competition and 
quicken the transition to a fully liberalized regime. We will 
not yield rights that have been obtained for any of our carriers 
in prior agreements.
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Washington

Dear Carl:

Sincerely,

Thank you for your letter regarding our civil aviation 
negotiations with Japan.

The Honorable Carl Levin
United States Senate
Washington, D.C. 20510-2202

Let me first state that the international civil aviation policy 
of the United States is to achieve open skies as quickly as 
possible with all countries. To that end, our objectives in the 
Japan negotiations are to achieve substantial opening of the 
Japanese market for our carriers and the resolution of disputes 
that have prevented our carriers from serving the important and 
fast-growing aviation markets beyond Japan. We seek to 
deregulate the market in a way that will enhance competition and 
quicken the transition to a fully liberalized regime. We will 
not yield rights that have been obtained for any of our carriers 
in prior agreements.

I appreciate your comments on these negotiations. I can assure 
you that my Administration is firmly committed to achieving the 
above stated objectives. Administration officials would be 
pleased to brief you further at your convenience.
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IS I olanitcd States Senate
WASHINGTON, DC 20510

October 23, 1997

at your earliest convenience to discuss this important issue. This is an urgent matter and we

Sincerely,

U.S. SenateU.S. Senate

Rod Grams \JJesse Helms CSWifer Abraham*^
i!S Senate U.S. Senate U.S^SenateU.S. SenateU.S. Senate

The Honorable William J. Clinton

President
The White House
1600 Pennsylvania Avenue, NW
Washington, D.C. 20500

would appreciate a meeting as soon as your schedule can accommodate us.

Thank you for your consideration and wc look forward to meeting with you soon.

Dear Mr. President:

As you know, U.S. and Japanese negotiators are currently meeting to reach an 
agreement on a new aviation bilateral agreement. The recent controversy over cargo ships 
and the increasing trade deficit with Japan, one of our largest and most important trading 
partners, underscores the fact that our Nation has a great deal al stake in rhe aviation talks.

We believe that the United States has the correct policy with respect to aviation 
agreements; that is, adoption of an open skies policy that will permit free and open trade with 
respect to air transportation services. However, we are concerned about the direction of the
current talks with Japan on this issue because we fear U.S. negotiators may accept conditions 
that may have the end result of increasing our existing trade deficit with Japan.

Wc are writing to ask that you meet with a bipartisan group of Senators, including us, 
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November 3, 1997

FROM:

SUBJECT: Presidential Correspondence

If you have any

The following is a brief description of the letters:

1)

2)

3)

4)

5)

6)

Enclosures

Rep. Loretta Sanchez(D-CA), concerning the Presidential 
delegation to India and Pakistan,

Sen. Connie Mack (R-FL) and Sen. Bob Graham (D-FL), 
concerning trade with China.

Sen. Byron Dorgan (D-ND) and others, concerning the 
open-skies agreement between the U.S. and Japan,

Thank you very much for your assistance.
questions, please feel free to call Chris Walker at x67500.

Sen. Alfonse M. D'Amato (R-NY), concerning trade 
agreements between the U.S. and Japan; and.

SUSAN BROPHY
Legislative Affairs

Rep. Spencer Bachus (R-AL ), concerning the U.N. 
Convention on Climate Change,

Sen. Daniel P. Moynihan (D-NY), concerning his 
constituent, Mr. John M. Furst,

Attached are copies of letters sent to the President by 
various Members of Congress. Since these letters adaress 
national security issues, we would appreciate your assistance in 
drafting a response.

MEMORANDUM FOR GLYN DAVIES
NSC Executive Secretariat
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December 8, 1997

INFORMATION

MEMORANDUM FOR THE PRESIDENT

FROM: SAMUEL BERGER

SUBJECT: Report of the National Defense Panel

was

Tab A
Tab B

cc: Vice President
Chief of Staff

In light of the above sequence of events, you should wait until 
receiving Bill's views before responding to the NDP report.

Attachments
Overview of the NDP Report
NDP Membership

As you know, the NDP report was submitted to Bill Cohen on 
December 1. Bill has until December 15 to forward the report 
with his comments to Congress — he will provide you a copy of 
his comments before they go to the Hill and will probably ask 
for your support for actions he would like to take that are 
endorsed by the Report, such as requesting BRAC authorization 
from the Congress.

8242

This memorandum addresses your question on how you should 
respond to the Report of the National Defense Panel (NDP). 
The NDP report is more innovative and forward looking than 
the Quadrennial Defense Review report. Although some will 
probably portray the NDP's call for a transformation strategy as 
criticism of Administration defense policy, the report actually 
supports many of your policies and provides an important 
endorsement of Bill Cohen's efforts to reduce Defense 
infrastructure and reform Defense business practices. The 
report also calls for continued U.S. engagement in the world to 
ensure regional stability and endorses the report of the 
President's Commission on Critical Infrastructure Protection. A 
more detailed overview of the report is provided at Tab A.
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December 5, 1997

Overview of the Report of the National Defense Panel

The NDP briefly discusses future force capabilities but does not 
propose a specific alternate force structure. The report’s 
discussion of strategic nuclear forces endorses every
Administration initiative in this area, from START III to the 
stockpile stewardship program. The Report recommends against 
immediate NMD deployment, but supports a "hedging strategy" that 
permits rapid deployment if a threat should develop. The NDP 
recommends several major changes to the Army National Guard, 
including shifting some Guard combat forces to the Active 
component, placing Guard enhanced readiness brigades under the 
command of Active units, giving the Guard a central role in 
homeland defense (WMD, counter-terrorism and NMD), and reducing 
the Guard's role as a strategic reserve.

The NDP Report acknowledges that the United States cannot ignore 
the near-term threats posed by Iran and Iraq in the Persian Gulf 
and by North Korea in Northeast Asia, concluding that, "to some 
degree," the two nearly simultaneous major theater wars criterion 
remains useful for force planning today. However, the NDP 
rejects two nearly simultaneous major theater wars as a basis for 
planning future U.S. forces because it will inhibit the 
transformation needed for the national security challenges of
2020. Instead, the report recommends that national security

The NDP concludes that the wide range of future national security 
challenges demands that the United States transform not just the 
military, but the entire national security establishment. To 
accomplish that transformation, the report recommends a broad 
strategy with five major elements:

2020. Instead, the report recommends that national security 
planning focus on six core functions: homeland defense, ensuring 
regional stability, projecting military power, space operations, 
information superiority and countering weapons of mass
destruction.

• The national security establishment would be transformed by 
institutionalizing a broad approach to national security, 
including interagency training and career paths analogous to 
the "jointness" requirements in the military, making the
Treasury Secretary and Attorney General statutory NSC members, 
improving State-Defense regional coordination and establishing 
an interagency national crisis center.
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• Infrastructure would be transformed by two more BRAC rounds, 
supporting Secretary Cohen's Defense Reform Initiative, 
reforming the planning, programming and budget process to 
promote innovation and change, and reducing constraints on DoD 
financial management.

• The Unified Command Plan would be transformed by creating a 
Joint Forces Command to perform the joint training function 
now performed by USACOM and an Americas Command that would 
take over the regional responsibilities of USACOM and Southern 
Command (both disestablished).

The NDP estimates that $5-10 billion would be required annually 
to fund this transformation, which would come from the many of 
same sources identified in the QDR report (reducing
infrastructure, acquisition reform, canceling some procurement, 
and reducing force structure and end strength). Almost all of 
these "bill payer" recommendations would require Congress to 
support initiatives more extensive than those in the QDR report, 
which it refused to support. Some of the NDP proposals would 
require Congress to partially sacrifice its control over the 
details of defense spending, which it has been reluctant to do in 
the past.

• The industrial base would be transformed by emphasizing 
commercial-off-the-shelf and dual-use technology, revamping 
the acquisition process to promote innovation and de-emphasize 
long production runs, identifying military-unique industrial 
technologies that must be preserved, and keeping industrial 
mobilization policies current with technological advances.

The NDP report will be criticized for not making specific 
alternative force structure recommendations, for not identifying 
"legacy" systems that should be retired and for not nominating 
procurement programs to be canceled. National missile defense 
(NMD) advocates will criticize the report for not calling for 
immediate NMD deployment and the Army National Guard and its 
supporters may criticize its recommendations for restructuring 
the Guard as an attempt to justify significantly downsizing the 
Guard.

• Innovation, experimentation and change would be
institutionalized in the military by establishing joint 
organizations--battle lab, national training center, urban 
warfare center and concept development center—to integrate 
Service efforts in these areas.



National Defense Panel

Mr. Philip Odeen, Chairman

Mr. Richard Armitage

Richard HearnyGen.

Adm. David Jeremiah

Hon. Robert Kimmitt

Dr. Andrew Krepinevich

Gen. James McCarthy

Dr. Janne Nolan

Gen. Robert RisCassi
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December 8, 1997

ACTION

MEMORAND' FOR THE PRESIDENT

FROM:

I

SUBJECT:

and Elsewhere

Purpose

To respond to a letter from Senator Specter.

Background

RECOMMENDATION

That you sign the attached letter at Tab A.

Tab A
Tab B

The proposed response reiterates our concerns about the Specter- 
Wolf legislation, and indicates we will assist Senator Specter 
in his efforts to visit China.

cc: Vice President
Chief of Staff

Attachments
Letter for Signature 
Incoming Correspondence

/ /

Senator Specter also indicates that he hopes to travel to China 
(among other countries) to investigate religious freedom issues, 
and asks that you pass a letter conveying this information to 
President Jiang. As the letter was received by NSC staff after 
Jiang's meetings at the White House, it was not delivered to the 
Chinese during the visit. However, after subsequent
consultations with Senator Specter's staff, NSC staff passed the 
Specter-Jiang letter to the Chinese through diplomatic channels.

In a letter written just prior to the Jiang visit. Senator 
Specter criticizes the Administration's opposition to the
Specter-Wolf legislation on religious persecution, and asks that 
we rethink our position in view of our nation's commitment to 
religious freedom.

7341

cf 0>»k

"t). J
SAMUEL BERGERCj^)

JOHN HILLEY > .

Letter from Senator ^pecter Regarding Religious

Persecution in Chin



Dear Mr. Chairman:

Thank you for your letter regarding the Specter-Wolf legislation 
and your upcoming trip to China.

THE WHITE HOUSE

WASHINGTON

Secondly, we are concerned that the automatic sanctions 
provisions are blunt instruments that will be counterproductive. 
Because our laws and policies give significant weight to human 
rights, the United States already limits aid to repressive 
governments, and the bill's automatic sanctions would likely 
have little impact on government-sponsored persecution. In
fact, we fear that some sanctioned governments might react by 
encouraging reprisals against those they deem responsible for 
the sanctions — that is, the victims themselves.

First, the legislation appears to establish a hierarchy of human 
rights abuses by granting preferential treatment to victims of 
religious persecution compared to victims of other forms of 
persecution. We are concerned by any possible suggestion that 
some fundamental human rights are more deserving than others, 
particularly as this could strengthen the position of those 
governments now arguing that civil and political rights reflect 
only Western values.

I regret we did not receive your letter to President Jiang in 
time to deliver it during his visit. However, your letter has 
been forwarded to the Chinese through diplomatic channels, and I 
understand the National Security Council staff has been in 
contact with your office on how we might help to ensure that 
your trip is successful.

Regarding your legislation on religious freedom, I assure you 
that we share your commitment to combating religious persecution 

’ wherever it takes place and are prepared to work with you and 
other Members of Congress on this issue. At the same time, we 
have a number of serious concerns about the legislation which 
have prevented us from supporting the bill as introduced.
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Thank you again for writing to me on this important issue.

Sincerely,

We are confident we can address these issues in a manner that 
meets the objective of eliminating religious persecution. We 
look forward to working with you to help enhance worldwide 
respect for the religious freedoms that reflect our country's 
most honored traditions.

Finally, we are concerned that establishing a White House
Director to deal with this issue creates a confused bureaucratic 
structure for dealing with religious persecution at the very 
time the Department of State is consolidating its authority and 
expanding its effectiveness on these issues.

The Honorable Arlen Specter
Chairman
Committee on Veterans' Affairs
United States Senate
Washington, D.C. 20510

Despite our concerns about this legislation, we are prepared to 
consider a range of measures to enhance our efforts to promote 
religious freedom. These include increased public reporting on 
religious freedom and on U.S. Government efforts to combat 
religious persecution; the designation of additional senior 
level personnel at the Department of State to deal with 
religious freedom issues and complement the efforts of the 
Secretary's Advisory Committee on Religious Freedom; the 
inclusion of language on religious freedom in existing human 
rights sanctions regimes, as long as those regimes continue to 
provide for the discretion and flexibility in implementation 
that is essential on this issue; and increased procedural 
safeguards for asylum seekers at ports of entry, as long as we 
do not provide special benefits to one category of victims that 
are not available to others.

Moreover, because the bill could adversely impact our diplomacy 
in places like the Middle East and South Asia, it would undercut 
our efforts to promote the very regional peace and
reconciliation that can foster religious tolerance and 
understanding and respect for other human rights.
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United States Senate
Washington, DC 20510-3802

October 24, 1997

Dear President Clinton:

am

on.

I appreciate your assistance on these important matters.

Sincerely,

&
Arlen Specie*

wMMTf o oh *ecvcLf o

AS/wm
Enclosure

COMMITTEES

JUDICIARY

APPROPRIATIONS

VETERANS' AFFAIRS
GOVERNMENTAL AFFAIRS

ARLEN SPECTER

PTHNSVWANIA

As you know, earlier this year Congressman Frank Wolf and I introduced the "Freedom 
from Religious Persecution Act," legislation which would put real teeth into our nation's effort to 
end religious persecution abroad. Our legislation has as its target the brutal acts which some 
foreign governments perform every day against religious minorities within their own countries. 
These acts are motivated by religious intolerance and include enslavement, crucifixion, torture, rape 
and murder of men, women and children.

The President
The White House
Washington, DC 20500

I am writing to you on an issue of great concern to me - the unacceptable and ongoing 
persecution of religious minorities by the government of China and those of other foreign nations.

If another country’s "values" include the right to torture and murder young children, I hardly 
believe that America should continue to sit idly by, simply taking those values "into account." 
Action is necessary, and our legislation would provide such firm action in a measured and 
responsible manner. Accordingly, I urge you to rethink your Administration's position as soon as 
possible with respect to Specter-Wolf, and to whether or not our legislation reflects our nation's 
values as you Interpret them.

On a related matter, and in furtherance of our legislative efforts on religious persecution, I 
am planning to travel to China and Tibet in December as part of a worldwide trip to investigate 
first-hand the persecution of religious minorities in China, the Middle East and Africa. To this end, 
1 would appreciate it if you would hand-deliver the attached letter to President Jiang Zemin and use 
your influence to secure the necessary approval for my visit. I will also be submitting a similar 
request for approval directly to the Chinese Embassy in Washing^

1 note with concern the comments of Secretary of State Madeleine Albright in today's New 
York Times underscoring the Administration's opposition to our legislation. I am particularly 
offended by Secretary Albright's statement that, "if we are to be effective in defending the values 
we cherish, we must also take into account the perspectives and values of others.”



THE WHITE HOUSE

WAS HIN GTON

October 29, 1997

FROM :

Presidential CorrespondenceSUBJECT:

The following is a brief description of the letters:

1)

>2)

concerning his3)

4)

5)

6)

7)
OCT2920:(jy

8)

9)

Sen. Mike DeWine (R-OH) and others, concerning a 
prisoner in China,

Sen. John Ashcroft (R-MO) and others, concerning trade 
with China and weapons of mass destruction,

Rep. Donald A. Manzullo (R-IL). concerning religous 
freedom in China,

SUSAN BROPHYCx^

Legislative Affairs

Sen. Barbara Boxer (D-CA), concerning human rights in 
China,

Rep. Jon D. Fox (R-PA), concerning human rights in 
China,

Sen. Daniel K. Inouye (D-HI,, 
constituent Ms. Melissa Vincenty,

Sen. John Ashcroft (R-MO) and others, concerning trade 
with China,

Attached are copies of letters sent to the President by 
various Members of Congress. Since these letters address 
national security issues, we would appreciate your assistance in 
drafting a response.

MEMORANDUM FOR GLYN DAVIES
NSC Executive Secretariat

Sen. Arlen Specter (R-PA), concerning religous freedom,

Rep. Gerald B. Solomon (R-NY) and others, concerning a 
prisoner in China,

Thank you very much for your assistance. If you have any 
questions, please feel free to call Chris Walker at x67500.
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11)

mc.osures

and others,
and,

concerning nuclear power
China.

Rep. John P. Murtha (D-PA), 
generation equipment and technology in

Rep. Richard K. Armey (R-TX) 
religious freedom in China;
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THE WHITE HOUSE

WAS H INGTON

October 27, 1997

FROM:

Presidential CorrespondenceSUBJECT:

The following is a brief description of the letters:

1)

2)
of

3)

4)

5)

6)

7)

OCT 27 18:21

8)

Sen. Mike DeWine (R-OH) and others, concerning the 
abduction to China of an American citizen,

Senator John Ashcroft (R-MO) and others, concerning the 
weapons proliferation of China,

Sen. Kent Conrad (D-ND), concerning the ban on pork 
exports to China,

Rep. Bernard Sanders (I-VT), concerning the freedom of 
a constituent wrongly jailed in Tibet,

Sen. Max Baucus (D-MT) and others, concerning unfair 
agriculture barriers with China,

Rep. Ron Klink (D-PA) and Rep. Michael F. Doyle (D-PA), 
concerning the implementation of the 1985 US-China
Agreement for Nuclear Cooperation,

Rep. Newt Gingrich (R-GA), concerning US-Japan 
aviation negotiations,

SUSAN BROPHY
Legislative Affairs

MEMORANDUM FOR GLYN DAVIES
NSC Executive Secretariat

Attached are copies of letters sent to the President by 
various Members of Congress. Since these letters address 
national security issues, we would appreciate your assistance in 
drafting a response.

Sen. Arlen Specter (R-PA), concerning the persecution 
religious minorities by the government of China,5

Thank you very much for your assistance. If you have any 
questions, please feel free to call Chris Walker at x67500.
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10)

the clemency11)

Enclosures

■c.;: others,
r. i

Rep. Henry J. Hyde (P-IL) 
release of Wei Jingsheng;

Rep. George P. Nethercutt, Jr. iR-WA 
concerning agriculture barriers with

Rep. Walter H. Capps (D-CA), concern 
petition of Huseyin Yildirim.

and others, concerning the 
and.
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. PRESIDENT:

Sean Maloney'^^

THE WHITE HOUSE

WASHINGTON

-A
r'1

/Attached is a Kyoto update and recommendation for certain 
telephone calls your negotiatinwfeam may ask you to make 
over the weekend. Jim Steinberg is available to answer any 
questions or concerns you nyiy have and requests to speak with 
you by telephone after youftave reviewed the attached.

December 6, 1997/ 1

/a 
/ /



Memorandum to the President

From Jim Steinberg

Climate/ChangeSubj ect:

we need

1. at least a handful of developed countries have to step 
out of the shadow of the G-77 bloc and show some leadership

We are in far more difficult straits on the range of 
developing country issues. If we are to have any chance, 

for two things to happen:

2. key vocal opponents have to be persuaded to mute their 

opposition.

3/£)EC6ph2:59

^0^

As for point 1, we have been focusing on the more advanced 
developed countries, especially Mexico, Argentina, Chile, Costa 
Rica and Korea. The Vice President has made some real progress 
with Mexico and Costa Rica; but we think it is important to give 
another push with Argentina, building on your good conversations 

with Menem.

As for point 2; one of the most serious stumbling blocks, 
unfortunately, is Brazil, which has been fighting very hard on 
all aspects of developing country participation. While there is 
no certainty that Cardoso will respond to your appeal, we at 
least need him to tone down their opposition among the Latin 
American Group, thus allowing others in Latin American to play a 
more helpful role. Two other key actors are Tanzania ( the head 
of the G-77) and the Philippines, both good friends of the US, 

but not playing a helpful role here.

Thus our priority would be for calls to Cardoso, Ramos, Menem 
and Mkapa (Tanzania). Two other useful, but lower priority, 
would be India (because of it role as key developing country 

Attached is a draft memo prepared by your negotiating team 
in Kyoto, recommending several phone calls for you to make this 
weekend (it has not been reviewed by all the named addressees, 
as several are travelling). While we still face enormous 
difficulties on issues relating to developed countries 
(including targets and timetables, number of gases included, 
trading, etc.), it's our sense that an agreement is at least 

possible.
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Please call me after you've decided what you'd like to do.

emitter) and the Netherlands (an EU friend who has been among 
the least helpful.
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December 6,1997

I

MEMORANDUM FOR THE PRESIDENT

FROM: Jim Steinberg
Katie McGinty 
Gene Sperling 
Todd Stern 
Dan Tarallo

On joint implementation, we have been negotiating with the Brazilians and the EU to achieve a 
compromise that would merge our joint implementation with a Brazilian proposal for a Clean 
Development Fund, under a new banner. The original Brazilian proposal for such a fund was 
unacceptable for a variety of reasons, but our negotiators have been exploring a hybrid concept 
with the Brazilians. While the hybrid might preserve our core objective of allowing private 
sector firms to cooperate with developing countries on emissions reduction projects and be more 
attractive to the developing country bloc, it is unclear whether we can preserve our basic concept 
at this stage. Moreover, some of our closest allies in the developing world (e.g. Argentina, Costa 

Rica, Pakistan, Mexico) are increasingly suspicious of Brazil’s intentions.

Your interventions at recent summits with the EU and APEC nations have helped narrow the 
differences over the main issues separating industrialized nations. However, at the end of the 
first week of negotiations, issues surrounding the participation of key developing nations remain 

the main obstacle to an agreement.

As you know, we expected that developing nation issues would be contentious but the 
atmosphere at the end of the first week is worse than anticipated. On Friday, New Zealand 
proposed a “decision on next steps” that would require developing nations to negotiate binding 
commitments in the future. Even this relatively mild proposal provoked a firestorm of criticism, 
with only eight of 50 nations speaking in favor - and all developing nations speaking loudly in 

opposition.

In the wake of Friday’s events, both elements that we need as vehicles for developing countries 
to take on their own commitments in the future -- the provision (Article 10) which allows 
countries to opt into the treaty voluntarily, and the concept of a follow-on process in which 
developing countries would negotiate their own commitments - are in serious jeopardy of being 
lost altogether. Such a result would almost surely make the treaty unacceptable for the United 

States.

The calls we suggest are designed (1) to preserve essential elements such as Article 10, a follow- 
on process for developing countries, and joint implementation for credit, and (2) to underscore 
our need for the private sector core of our joint implementation proposal. We believe that a 
small group of key developing nations, if approached properly, could make an important

SUBJECT: Phone Calls in Support of Climate Change Negotiations
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difference in achieving these objectives.

I

We also recommend calling one EU country - the Netherlands - which could be helpful in the 
meeting of EU ministers on Sunday. Since you have talked a good deal to Tony Biair and 
Helmut Kohl on these issues, we are not recommending separate calls to them.

Based on consultations with our negotiators, including Stu Eizenstat, we recommend that you 
call leaders in the following developing countries: the Philippines, Tanzania, India, Brazil, 
Argentina.

*

r MPY 23 '92 01:54PM
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THE WHITE HOUSE

ACTION

MEMORANDUM FOR THE PRESIDENT

THROUGH: th:

7FROM:

Economic Powers Act and

Purpose '

Background

RECOMMENDATION

That you sign the report to the Congress at Tab A.

7 /

The Department of the Treasury has prepared a combined report 
which addresses the requirements of these two statutes.

cc: Vice President
Chief of Staff

SUBJECT:
I

Attachments
Tab A Report to Congress
Tab B Incoming Correspondence

SAMUEL BERGER

JOHN HILLEY

In addition, you are\
to report to Congress
emergency the total e
Government which are diVedtly attributable to the implementation 

of the powers and authorities conferred by the declaration of 
emergency. The Department of the Treasury estimates these 
expenditures totaled approximately $300,000, primarily 
reflecting, wage and salary costs for Federal personnel.

WASH I NGTON

December 3, 1997

r/

Under the International Emergency Economic Powers Act, you are 
required every six months to submit to Congress a report 
concerning the national emergency with respect to Burma. You 
declared this national emergency in Executive Order No. 13047 
dated May 20, 1997.

required under the National Emergencies Act 
at six month intervals during the declared 

xpenditures incurred by the United States

7619 2MM‘f7

EXECUTIVE CLERK

j
Report to Congress on Burma under the
International Emergency
the National Emergenc.ies Act

/ / 
(s

/

To submit to Congress a report concerning the national emergency 
with respect to Burma as required by the International Emergency 
Economic Powers Act and the National Emergencies Act.



TO THE CONGRESS OF THE UNITED STATES:

I hereby report to the Congress on developments concerning 

the national emergency with respect to Burma that was declared in

Executive Order No. 13047 of May 20, 1997, pursuant to section 

570 of the Foreign Operations, Export Financing, and Related

Programs Appropriations A^ct and the International Emergency

Economic Powers Act ("IEEPA"). This report is submitted pursuant

to section 204(c) of IEEPA, 50 U.S.C. 1703(c) and section 401(c)

of the National Emergencies Act, 50 U.S.C. 1641(c). This report

discusses only matters concerning the national emergency with 

respect to Burma that was declared in Executive Order No. 13047.

On May 20, 1997, I issued Executive Order No. 13047 (62 Fed.

1997, to declare

a national emergency with respect to Burma and to prohibit new

investment in Burma by U.S. persons, except to the extent

provided in regulations, orders, directives, or licenses that may

be issued in conformity with section 570 of the Act. The Order

also prohibits any approval or other facilitation by a U.S.

person, wherever located, of a transaction by a foreign person

where the transaction would constitute new investment in Burma

prohibited by the Order if engaged in by a U.S. person or within

the United States. This action was taken in response to the

Reg. 28301, May 22, 1997), effective on May 21,
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large-scale repression of the democratic opposition by the

Government of Burma since September 30, 1996. A copy of the

Order was provided to the Speaker of the House and the President

of the Senate by letter dated May 20, 1997. A copy of the Order

is attached to this report.

By its terms, nothing in Executive Order No. 13047 is to be

financing of a contract to sell or purchase goods.

technology, except:

after May 21, 1997, is for the general supervision and guarantee

of another person's performance of a contract for the economic

development of resources located in Burma; or (2) where such

contract provides for payment, in whole or in part, in (i) shares

of ownership, including an equity interest, in the economic

development of resources located in Burma; or (ii) participation

in royalties, earnings, or profits in the economic development of

resources located in Burma.

The prohibitions of Executive Order 13047 apply to U.S.

persons, defined to include U.S. citizens and permanent resident

aliens wherever they are located, entities organized under U.S.

law (including their foreign branches), and entities and

individuals actually located in the United States. The sanctions

do not apply directly to foreign subsidiaries of U.S. firms.

although foreign firms' activities may be affected by the

services, or

construed to prohibit the entry into, performance of, or

(1) where the entry into such contract on or
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The term "new investment" means any of the following

activities,

agreement,

a nongovernmental entity in Burma, on or after May 21, 1997:

(a) The entry into a contract that includes the economic

development of resources located in Burma; (b) the entry into a

contract providing for the general supervision and guarantee of

another person's performance of a contract that includes the

economic development of resources located in Burma; (c) the

purchase of a share of ownership, including an equity interest,

(d) the entry into a contract providing for the participation in

royalties, earnings, or profits in the economic development of

resources located in Burma, without regard to the form of

participation.

Since the issuance of Executive Order No. 13047 on May 20,

Control ("OFAC"), acting under authority delegated by the

Secretary of the Treasury, has implemented sanctions against

Burma imposed by the Order. During the current six-month period,

OFAC issued several determinations with respect to transactions

provided for by agreements and/or rights pursuant to contracts

if such an activity is undertaken pursuant to an

agreement, or pursuant to the exercise of rights under such an

in the economic development of resources located in Burma; or

that is entered into with the Government of Burma, or

restriction on U.S. persons' facilitation of a foreign person's 

investment transactions in Burma.

1997, the Department of the Treasury's Office of Foreign Assets
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entered into by U.S. persons prior to May 21, 1997. One license

was granted authorizing a U.S. person's disinvestment in Burma,

since this transaction necessarily facilitated a foreign person's

investment in Burma.

to the financial, securities, and international trade communities

by both electronic and conventional media. This included posting

notices on the Internet and on ten computer bulletin boards and

two fax-on-demand services, and providing the material to the

U.S. Embassy in Rangoon for distribution to U.S. companies

operating in Burma.

In addition, in early July, OFAC sent notification letters

to approximately 50 U.S. firms with operations in or ties to

Burma informing them of the restrictions on new investment. The

letters included copies of Executive Order No. 13047, provided

clarification of several technical issues, and urged firms to

contact OFAC if they had specific questions on the application of

the Executive Order to their particular circumstances.

The expenses incurred by the Federal Government in the six-

month period from May 20 through November 19, 1997, that are

directly attributable to the exercise of powers and authorities

conferred by the declaration of a national emergency with respect

to Burma are estimated at approximately $300,000, most of which

represent wage and salary costs for Federal personnel. Personnel

costs were largely centered in the Department of the Treasury

On May 21, 1997, OFAC disseminated details of this program
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(particularly in the Office of Foreign Assets Control, the Office 

of the Under Secretary for Enforcement, and the Office of the

General Counsel), and the Department of State (particularly the

Bureau of Economic and Business Affairs, the Bureau of East Asian 

and Pacific Affairs, the Bureau of Intelligence and Research, and 

the Office of the Legal Adviser).

extraordinary and unusual threat to the national security.

foreign policy, and economy of the United States. The

declaration of the national emergency with respect to Burma 

contained in Executive Order No. 13047 in response to the large- 

scale repression of the democratic opposition by the Government 

of Burma since September 30, 1996, reflected the belief that it 

is in the national security and foreign policy interests of the

United States to seek an end to abuses of human rights in Burma, 

to support efforts to achieve democratic reform which would 

promote regional peace and stability, and to urge effective 

counter-narcotics policies.

In the past six months, the State Law and Order Restoration

Council ("SLORC") has shown no sign of willingness to cede its

hold on absolute power. Since refusing to recognize the results

of the free and fair 1990 elections in which the National League 

for Democracy won a vast majority of both the popular vote and 

the parliamentary seats, the ruling junta has continued to refuse 

to negotiate with pro-democracy forces and ethnic groups for a

The situation reviewed above continues to present an 
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genuine political settlement to allow a return to the rule of law

and respect for basic human rights. Burma has taken limited but

insufficient steps to counter narcotics production and

trafficking.

The net effect of U.S. and international measures to

pressure the SLORC to end its repression and move toward

democratic government has been a further decline in investor

confidence in Burma and deeper stagnation of the Burmese economy.

Observers agree that the Burmese economy appears to be further

weakening and that the government has a serious shortage of

foreign exchange reserves with which to pay for imports. While

Burma's economic crisis is largely a result of the SLORC's own

heavy-handed mismanagement, the SLORC is unlikely to find a way

out of the crisis unless political developments permit an easing

of international pressure. I shall continue to exercise the

powers at my disposal to deal with these problems and will report

periodically to the Congress on significant developments.

THE WHITE HOUSE,



SECRETARY OF THE TREASURY

20500

you are

you are required

are

Sincerely,

Robert E. Rubin

Enclosures

NOU 712:30

The President

The White House 

Washington, D.C.

DEPARTMENT OF THE TREASURY 
WASHINGTON, D C.

November 6, 1997

In addition, under the National Emergencies Act,

to report to Congress during each six-month interval of a 
declared national emergency the total expenditures incurred 
during that interval by the United States Government which , 
directly attributable to the exercise of the powers and 

authorities conferred by the declaration of emergency.

Enclosed is a proposed report covering events under the Burmese 

emergency declaration for the six-month period beginning May 20,
1997. The proposed report indicates that it is a combined report 
submitted pursuant to each of the foregoing statutes. The 

current report is due to the Congress on November 19, 1997.
I recommend that you sign and transmit the proposed report to the 
Congress. The report has been reviewed and approved by the 
Department of State.

Under the International Emergency Economic Powers Act, 

required every six months to submit a report to the Congress 
concerning the national emergency declared with respect to Burma 
in Executive Order No. 13047 on May 20, 1997.

Dear Mr. President:



TO THE CONGRESS OF THE UNITED STATES:

I hereby report to the Congress on developments concerning

the national emergency with respect to Burma that was declared in

570 of the Foreign Operations, Export Financing, and Related

Programs Appropriations Act and the International Emergency

Economic Powers Act (“lEEPA”) . This report is submitted pursuant

to section 204(c) of IEEPA, 50 U.S.C. 1703(c) and section 401(c)

of the National Emergencies Act, 50 U.S.C. 1641(c). This report

discusses only matters concerning the national emergency with

respect to Burma that was declared in Executive Order No. 13047.

I issued Executive Order No. 13047 (621. On May 20, 1997,

Fed. Reg. 28301, May 22, 1997), effective on May 21, 1997, to 

declare a national emergency with respect to Burma and to 

prohibit new investment in Burma by U.S. persons, except to the 

that may be issued in conformity with section 570 of the Act.

The Order also prohibits any approval or other facilitation by a

U.S. person, wherever located, of a transaction by a foreign 

person where the transaction would constitute new investment in

Burma prohibited by the Order if engaged in by a U.S. person or

within the United States. This action was taken in response to

the large-scale repression of the democratic opposition by the

A copy of the

extent provided in regulations, orders, directives, or licenses 

Executive Order No. 13047 of May 20, 1997, pursuant to section 

Government of Burma since September 30, 1996.
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Order was provided to the Speaker of the House and the President

of the Senate by letter dated May 20, 1997. A copy of the Order

is attached to this report.

financing of a contract to sell or purchase goods,

technology, except: (1) where the entry into such contract on or

after May 21, 1997, is for the general supervision and guarantee

of another person's performance of a contract for the economic

development of resources located in Burma; or (2) where such

contract provides for payment, in whole or in part, in (i) shares

of ownership, including an equity interest. in the economic

development of resources located in Burma; or (ii) participation

in royalties, earnings, or profits in the economic development of

resources located in Burma.

The prohibitions of Executive Order 13047 apply to U.S.2.

persons, defined to include U.S. citizens and permanent resident

aliens wherever they are located, entities organized under U.S.

law (including their foreign branches), and entities and

individuals actually located in the United States. The sanctions

do not apply directly to foreign subsidiaries of U.S. firms.

although foreign firms' activities may be affected by the

facilitation of a foreign person's

investment transactions in Burma.

services, or

construed to prohibit the entry into, performance of, or

By its terms, nothing in Executive Order No. 13047 is to be

restriction on U.S. persons'
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The term “new investment" means any of the following

activities, if such an activity is undertaken pursuant to an

agreement, or pursuant to the exercise of rights under such an

a nongovernmental entity in Burma, on or after May 21, 1997:

(a) The entry into a contract that includes the economic

development of resources located in Burma; (b) the entry into a

contract providing for the general supervision and guarantee of

another person's performance of a contract that includes the

economic development of resources located in Burma; (c) the

purchase of a share of ownership, including an equity interest,

(d) the entry into a contract providing for the participation in

royalties, earnings, or profits in the economic development of

resources located in Burma, without regard to the form of

participation.

Since the issuance of Executive Order No. 13047 on3.

May 20, 1997, the Department of the Treasury's Office of Foreign

Assets Control ("OFAC"), acting under authority delegated by the

Secretary of the Treasury, has implemented sanctions against

Burma imposed by the Order. During the current six-month period,

OFAC issued several determinations with respect to transactions

provided for by agreements and/or rights pursuant to contracts

entered into by U.S. persons prior to May 21, 1997. One license

was granted authorizing a U.S. person's disinvestment in Burma,

since this transaction necessarily facilitated a foreign person's

investment in Burma.

in the economic development of resources located in Burma; or

agreement, that is entered into with the Government of Burma, or
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to the financial, securities, and international trade communities

by both electronic and conventional media. This included posting

notices on the Internet and on ten computer bulletin boards and

two fax-on-demand services, and providing the material to the

U.S. Embassy in Rangoon for distribution to U.S. companies

operating in Burma.

Burma informing them of the restrictions on new investment. The

letters included copies of Executive Order No. 13047, provided

clarification of several technical issues, and urged firms to

contact OFAC if they had specific questions on the application of

the Executive Order to their particular circumstances.

The expenses incurred by the Federal Government in the4.

six-month period from May 20 through November 19, 1997, that are

directly attributable to the exercise of powers and authorities

conferred by the declaration of a national emergency with respect

to Burma are estimated at approximately $300,000, most of which

represent wage and salary costs for Federal personnel. Personnel

costs were largely centered in the Department of the Treasury

(particularly in the Office of Foreign Assets Control, the Office

of the Under Secretary for Enforcement, and the Office of the

General Counsel), and the Department of State (particularly the

Bureau of Economic and Business Affairs, the Bureau of East Asian

and Pacific Affairs, the Bureau of Intelligence and Research, and

the Office of the Legal Adviser).

to approximately 50 U.S. firms with operations in or ties to

On May 21, 1997, OFAC disseminated details of this program

In addition, in early July, OFAC sent notification letters
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5.

extraordinary and unusual threat to the national security,

foreign policy, and economy of the United States. The

declaration of the national emergency with respect to Burma 

of Burma since September 30, 1996, reflected the belief that it 

is in the national security and foreign policy interests of the

United States to seek an end to abuses of human rights in Burma, 

to support efforts to achieve democratic reform which would 

promote regional peace and stability, and to urge effective 

counter-narcotics policies.

In the past six months, the State Law and Order Restoration

Council (“SLORC”) has shown no sign of willingness to cede its

hold on absolute power. Since refusing to recognize the results

of the free and fair 1990 elections in which the National League 

for Democracy won a vast majority of both the popular vote and 

the parliamentary seats, the ruling junta has continued to refuse 

to negotiate with pro-democracy forces and ethnic groups for a 

genuine political settlement to allow a return to the rule of law

and respect for basic human rights. Burma has taken limited but

insufficient steps to counter narcotics production and 

trafficking.

The net effect of U.S. and international measures to 

pressure the SLORC to end its repression and move toward 

democratic government has been a further decline in investor 

The situation reviewed above continues to present an 

contained in Executive Order No. 13047 in response to the large- 

scale repression of the democratic opposition by the Government 
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While

William J. Clinton

The White House

November , 1997

powers at my disposal to deal with these problems and will report 

periodically to the Congress on significant developments.

confidence in Burma and deeper stagnation of the Burmese economy.

Observers agree that the Burmese economy appears to be further 

weakening and that the government has a serious shortage of 

foreign exchange reserves with which to pay for imports.

Burma's economic crisis is largely a result of the SLORC's own 

heavy-handed mismanagement, the SLORC is unlikely to find a way 

out of the crisis unless political developments permit an easing 

of international pressure. I shall continue to exercise the 
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Presidential Documents

Title 3—

The President

«

that evades or avoids, or has the purpose of evading or avoiding, or attempts

Executive Order 13047 of May 20, 1997

Prohibiting New Investment in Burma

i

Federal Register

Vol. 62. No. 99

Thursday, May 22. 1997

?

a

corporation, or other organization;
(c) the term “United States person” means any United States citizen, 

permanent resident alien, juridical person organized under the laws of the

By the authority vested in me as President by the Constitution and the 
laws of the United States of America, including section 570 of the Foreign 
Operations, Export Financing, and Related Programs Appropriations Act. 
1997 (Public Law 104-208) (the “Act”), the International Emergency Eco­
nomic Powers Act (50 U.S.C. 1701 et seq.) (IEEPA), the National Emerger cies 
Act (50 U.S.C. 1601 et seq.), and section 301 of title 3 of the United 
States Code;

I, WILLIAM J. CLINTON, President of the United States of America, hereby 
determine and certify that, for purposes of section 570(b) of the Act, the 
Government of Burma has committed large-scale repression of the democratic 
opposition in Burma after September 30. 1996, and further determine that 
the actions and policies of the Government of Burma constitute an unusual 
and extraordinary threat to the national security and foreign policy of the 
United States and declare a national emergency to deal with that threat. 

Section 1. Except to the extent provided in regulations, orders, directives, 
or licenses that may be issued in conformity with section 570 of the Act 
and pursuant to this order, I hereby prohibit new investment in Burma 
by United States persons.

Sec. 2. The following are also prohibited, except to the extent provided 
in section 203(b) of IEEPA (50 U.S.C. 1702(b)) or in regulations, orders, 
directives, or licenses that may be issued pursuant to this order:

(a) any approval or other facilitation by a United States person, wherever 
located, of a transaction by a foreign person where the transaction would 
constitute new investment in Burma prohibited by this order if engaged 
in by a United States person or within the United States; and

(b) any transaction by a United States person or within the United States 
that evades or avoids, or has the purpose of evading or avoiding, or attempts 
to violate, any of the prohibitions set forth in this order.
Sec. 3. Nothing in this order shall be construed to prohibit the entry into, 
performance of, or financing of a contract to sell or purchase goods, services, 
or technology, except;

(a) where the entry into such contract on or after the effective date of 
this order is for the general supervision and guarantee of another person’s 
performance of a contract for the economic development of resources located 
in Burma; or

(b) where such contract provides for payment, in whole or in part, in:
(i) shares of ownership, including an equity interest, in the economic 

development of resources located in Burma; or
(ii) participation in royalties, earnings, or profits in the economic devel­

opment of resources located in Burma.

Sec. 4. For the purposes of this order:
(a) the term'“person” means an individual or entity;
(b) the term “entity” means a partnership, association, trust, joint venture.
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States;

(d) the term "new investment” means any of the following activities, 
if such an activity is undertaken pursuant to an agreement, or pursuant 
to the exercise of rights under such an agreement, that is entered into 
with the Government of Burma or a nongovernmental entity in Burma on 
or after the effective date of this order:

(i) the entry into a contract that includes the economic development 
of resources located in Burma;

(ii) the entry into a contract providing for the general supervision and 
guarantee of another person’s performance of a contract that includes the 
economic development of resources located in Burma;

(iii) the purchase of a share of ownership, including an equity interest, 
in the economic development of resources located in Burma; or

(iv) the entry into a contract providing for the participation in royalties, 
eamings, or profits in the economic development of resources located in 
Burma, without regard to the form of the participation;

(e) the term "resources located in Burma” means any resources, including 
natural, agricultural, commercial, financial, industrial, and human resources, 
located within the territory of Burma, including the territorial sea, or located 
within the exclusive economic zone or continental shelf of Burma;

(f) the term "economic development of resources located in Burma" shall 
not be construed to include not-for-profit educational, health, or other hnman- 
itarian programs or activities.
Sec. 5. I hereby delegate to the Secretary of State the functions vested 
in me under section 570(c) and (d) of the Act, to be exercised in consultation 
with the heads of other agencies of the United States Government as appro­
priate.

Sec. 6. The Secretary of the Treasury, in consultation with the Secretary 
of State, is hereby authorized to take such actions, including the promulgation 
of rules and regulations, and to employ all powers granted to me by section 
570(b) of the Act and by IEEPA, as may be necessary to carry out the 
purposes of this order. The Secretary of the Treasury may redelegate the 
authority set forth in this order to other officers and agencies of the United 
States Government. All agencies of the United States Government are hereby 
directed to take all appropriate measures within their authority to carry 
out the provisions of this order.

Sec. 7. Nothing contained in this order shall create any right or benefit, 
substantive or procedural, enforceable by any party against the United States, 
its agencies or instrumentalities, its officers or employees, or any other 
person.

Sec. 8. (a) This order shall take effect at 12:01 a.m., eastern daylight time, 
May 21, 1997.

(b) This order shall be transmitted to the Congress and published in 
the Federal Register.
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Swiss Confederation for the Avoidance of Double Taxation with
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(3) Convention between the Government of the United States 
of America and the Government ok Ireland for the Avoidance of 
Double Taxation and the Prevention o/f Fiscal Evasion with Respect 

to Taxes on Income and Capital Gdind, together with a Protocol 
and Exchange of Notes, signed at Dublin on July 28,

/
Ratification of Tax Conventions
United States and Five European/Cojun 
and c/nada /

SAMUEL BERGER© ftP" 
JOHN HILLEY f''
DANIEL K. TARULLO^

GENE SPERLING^ U

(4) Convention between the Gokjernment of the United States 
of America and the Government of the Grand Duchy of Luxembourg 
for the Avoidance of Double Taxation and the Prevention of Fiscal 
Evasion with Respect to Taxes on Income and Capital Gains, signed 
at Luxembourg on April 3, 1996;

(1) Convention between the United States of America and the 
Republic of Austria for the Avoidance of
Prevention of Fiscal Evasion with Respe</
signed at Vienna on May 31,

(2) Protocol Amending the Convention between the
United States of America akd Canada with Respect to Taxes on 

Income and on Capital, signed at Washington on September 26, 
as Amended by the Protocols signed on June 14, 1983, March 28,
1984 and March 17, 1995, sighed at Ottawa on July 29,
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Background

your

RECOMMENDATION

in

Attachments

That you sign the attached instruments of ratification, 
duplicate (Tabs A-F).

In order for these Conventions to take effect for 1998, 
signature is required by year-end.

The Republic of Austria
Canada
The Government of Ireland
The Government of the Grand Duchy of Luxembourg 
The Swiss Confederation
The Government of the Republic of Turkey

Instruments of Ratification for:
Tab A
Tab B
Tab C
Tab D
Tab E
Tab F

In general, these Conventions follow the pattern of other U.S. 
income tax treaties and are intended to reduce the distortions 
(double taxation or excessive taxation) that can arise when two 
countries tax the same income. They will also modernize tax 
relations and facilitate greater private sector U.S. investments.

The Senate has given its advice and consent to ratification of 
these Conventions. The Senate's advice and consent to 
ratification of the Convention with Luxembourg was subject to 
reservation, in the instrument of ratification, which requires 
acceptance by Luxembourg prior to entry into force of the 
Convention.

(6) Agreement between the Government of the United States 
of America and the Government of the Republic of Turkey for the 
Avoidance of Double Taxation and the Prevention of Fiscal Evasion 
with Respect to Taxes on Income, together with a Protocol, signed 
at Washington on March 28, 1996.

Respect to Taxes on Income, together with a Protocol, signed at 
Washington on October 2, 1996; and



WILLIA” CLINTON

President of the United States of Arnerica

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETING:

CONSIDERING THAT:

The Convention between the United States of America and the

Republic of Austria for the Avoidance of Douole Taxation and 

the Prevention of Fiscal Evasion with Respect to Taxes on

Income was signed at Vienna on May 31, 1996; and

The Senate of the United States of America by its

resolution of October 31, 1997, two-thirds of the Senators 

present concurring therein, gave its advice and consent to 

ratification of the Convention, subject to the following 

understanding:

• •
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President of theClir*on,I, WilliarNOW, THEREFORE,

United States of America, ratify and confirm the said

subject to the aforesaid understanding.Convention,

I have signed this instrument ofIN TESTIMONY WHEREOF,

ratification and caused the Seal of the United States of

America to be affixed.

DONE at the city of Washington

our Lord one thousand

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

.. I'o'nv. nt i n 
roanizat

(UECO)

OECD COMMENTARY. r .. 'i':.- :
that correspond to provis.
Economic Cooperation ana I .eli't '-nr
Convention on Income and o-. Capital generally 
expected to have the same " rating as
OECD Commentary thereon. I'e
understands, however, that rhe foregoing will not 
apply with respect to any reservations or observations 
it enters to the OECD Model or its Commentary and that 
it may enter such a reservation or observation at any 
time.

...el lax
shail

ir.g as xpressed in the
United States
foregoing wil
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CLIN70:.Al 1

President of the

GREETING:TO ALL TO WHOM THESE PRESENTS SHALL COME,

CONSIDERING THAT:

the United States of America and theThe Convention between

Taxation andRepublic of Austria for the Avoidance of Double

the Prevention of Fiscal Evasion with Respect to Taxes on

1996; andIncome was signed at Vienna on May 31,

The Senate of the United States of America by its

resolution of October 31, 1997, two-thirds of the Senators

understanding:

present concurring therein, gave its advice and consent to 

ratification of the Convention, subject to the following

ited States of America



o:

I, William J. inton,

ratify and confirm the saidUnited States of America,

subject to the afcresa-u understanding.Convention,

have signed this instrument ofIN TESTIMONY WHEREOF,

ratification and caused the Seal of the United States of

America to be affixed.

DONE at the city of Washington

Eord one thousandour

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

••

.iti: D* - 
anj on ■ a

'esident of theNOW, THEREFORE,

tne Con'.
■)rgar. izat i . r. 

yment (CCD) "ciei 
ita1 generally sha1

■’.ECU CO’CiEN *AC . . of tr.e ''o''.C c ; 1
that co r r ecconr! i ■>_- Vnr.zat; ‘ 1 ■
Economic Cooperation and D- . 1 .cent (i 'CD) -"cdel lax
Convention on Income ir.c o.: • a: ital generally stall be 
expected to have the same meaning as expressed m the 
OECD Commentary thereon. The nited States 
understands, however, that the foregoing will not 
apply with respect to any reservations or observations 
it enters to the OECD Model or its Commentary and that 
it may enter such a reservation or observation at any 
time.



WILLIAM J. CLINTON

President of the United States of America

TG A-L TO WHOM THESE PRESENTS SHALL COME, GREETING:

CONSIDERING THAT:

The Protocol Amending the Convention between the

United States of America and Canada with Respect to Taxes on

Income and on Capital Signed at Washington on September 26,

1980 as amended by the Protocols Signed on June 14, 1983,

1984 and March 17, 1995, was signed at Ottawa onMarch 28,

July 29, 1997; and

The Senate of the United States of America by its

31, '997, two-thirds of the Senatorsresolution of Octooer

present concurring therein, gave its advice and consent to 

ratification of the Protocol.

• •



?r~3ider.:Hi 11iam '.tor.,RErORE, I,NOW,

the said Protocol.ratify and confi’'mUnited States of America,

instrument ofI have signed thisIN TESTIMONY WHEREOF,

ratification and caused the Seal of the United States of

America to be affixed.

DONE at the city of Washington

our Lord one thousand

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

1 •



WILLIAM J. CLINTON

President of the United States of Arrerica

TO WHOM THESE PRESENTS SHALL COME, GREETING:TO ALL

CONSIDERING THAT:

The Protocol Amending the Convention between the

United States of America and Canada with Respect to Taxes on

Income and on Capital Signed at Washington on September 26,

1980 as amended by the Protocols Signed on June 14, 1983,

March 28, 1984 and March 17, 1995, was signed at Ottawa on

jave its advice and consent topresent concurring therein,

ratification of the Protocol.

July 29, 1997; and

resolution of October 31, 1997, two-thirds of the Senators

The Senate of tke United States of America by its



NOW, THEREFORE, i " tor.,1 a ffl

United States of America, r a t l f irotocol

IN TESTIMONY WHEREOF, I have rrne i r. s t r a m e n t <? f

ratification and caused the Seal of the United States of

America to be affixed.

DONE at the city of Washington

Lord one thousandour

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

i confirm the said



TON

President of the United States of America

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETING:

CONSIDERING THAT:

The Convention between the Government of the United States

of America and the Government of Ireland for the Avoidance of

Double Taxation and the Pievention of Fiscal Evasion with

Respect to Taxes on Income and Capital Gains, together with a

Protocol and Exchange of Notes, was signed at Dublin on

The Senate of the United States of America by its

resolution of October 31, 1997, two-thirds of the Senators

‘ , advice and consent topresent concurring therein, gave

ratification of the Convention with a Protocol and Exchange of

Notes, subject to the following understanding:

«

WILL I A/. CL

July 28, 1997; and
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all

President of theWilliam J. Clinton,THEREFORE, I,NOW,

United States of America, ratify and confirm rhe said

Convention with a Protocol and dxchanv- of Notes, subject to

the aforesaid understanding.

instrument ofsigned thisIN TESTIMONY WHEREOF, I have

ratification and caused the Seal

America to be affixed.

the city of Washington□ONE at

our Lord one thousand

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

It

- 1 U - 
com i ty 
-1 I tax

EXCHANGE OF 1 NFUr "A T I "nit
competent authority ‘-jI'-o.-. : ;Ct;
respect to exchanges of ir. :orr?. t ion ur ■ 
convent ions.

of the united States of



TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETING:

CONSIDERING THAT:

The Convention between the Government of the United States 

of America and the Government of Ireland for the Avoidance of

Double Taxation and the Prevention of Fiscal Evasion with

Respect to Taxes on Income and Capital Gains, together with a

Protocol and Exchange of Notes, was signed at Dublin on

July 28, 1997; and

The Senate of the United States of America by its

resolution of October 31,

subject to the following understanding:Notes,

*

present concurring t'arein, gave its advice and consent to 

ratification of the Convention with a Protocol and Exchange of

WILLIAM J. CLINTON

President of the United States of America

1997, two-thirds of the Senators 
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-resident of theWilliam '/linton.THEREFORE, I,NOW,

ratify ano confirm the saidUnited States of America,

Convention with a Protocol and Exchange of Notes, subject to

the aforesaid understanding.

instrument ofI have . thisIN TESTIMONY WHEREOF, or.ed

ratification and caused the Sea  or

America to ce affixed.

at the city of Washington DONE

our Lord one thousand 

nine hundred ninety-seven 

and of the Independence 

of the United States of

America the two hundred 

twenty-seco'd.

By the President:

*•
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act re-, or comity wi ■ : 
ion unoer all tax

EXCHANGE ; INF 
competent authority
respect to exchange.. 
convent ions.

the United States of



WILLIAM J. CLINTON

President of the United States of America

GREETING:TO WHOM THESE PRESENT': SHALL COME,TO ALL

Of the 'inited States

of America and the Government of the Grand Duchy of Luxembourg 

for the Avoidance of Double Taxation and the Prevention of

Fiscal Evasion with Respect to Taxes on Income and Capital was 

signed at Luxembourg on April 3, 1996; and

The Senate of the United States of America by its

1997, two-thirds of the Senators resolution of October 31,

present concurring therein, gave its advice and consent to 

ratification of the Convention, subject to the following 

reservation:

REAL ESTATE INVESTMENT TRUSTS. Subparagraph (a)(ii) 
of paragraph 2 of Article 10 of the Convention shall apply 
to dividends paid by a Real Estate Investment Trust in 
cases where (i) the beneficial owner of the dividends 
beneficially holds an interest of 5 percent or less in each 
class of the stock of the Real Estate Investment Trust and 
the dividends are paid with spect to a class of stock of 
the Real Estate Inve^^ment Trust that is publicly traded, 
(ii) the beneficial owner of the dividends beneficially 
holds an interest of 10 percent or less in the Real Estate

CONSIDERING THAT:

The Convention between the Sovernrer.t



Investment

-nt

IS

President of theI,NOW, THEREFORE,

firm the saidratify and cUnitea States of America,

Convention,

have sijned this instrument of

United States ofratification

America to be affixed.

DONE at the city of Washington

Lord one thousandou r

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

Estate Investment
such provision shall

1999 unless
publicly traded on

William J. Clinton,

Trust a-..: ' 
diversified, or (i i i) 
beneficially held .m ; tert st
Trust as of June 30, I'f”, 
respect to such interest.
Trust is diversified (provi 
not apply to dividends 
the Real Estate Investment Trust
December 31, 1999 and thereafter).

'at- Inv■?s
.sial .cr.-: r
■. tr.e 3eul Estate In / ■ .■■ 

tne iividends are paid with 
and the Real

e : that
paid after December 31,

subject to the aforesaid reservation.

IN TESTIMONY WHEREOF,

and caused the Seal o: tr.e



\'NTONcLIAX J.

President of the United States of America

70 ALL TO WHOM THESE P.-’ESENTS SHALL COME, GREETING:

CONSIDERING THAT: 

Government of the L'nited StatesThe Convention between the

of America and the Government of the Grand Duchy of Luxembourg 

for the Avoidance of Double Taxation and the Prevention of

Fiscal Evasion with Respect to Taxes on Income and Capital was 

signed at Luxembourg on Aprix 3, 1996; and

The Senate of the United States of America by its 

present concurring therein, gave its advice and consent to 

ratification of the Convention, subject to the following 

reservation:

**

resolution of October 31, 1997, two-thirds of the Senators 

REAL ESTATE INVESTMENT TRUSTS. Subparagraph (a)(ii) 
of paragraph 2 of Article 10 of the Convention shall apply 
to dividends paid by a Real Estate Investment Trust in 
cases where (i) the beneficial owner of the dividends 
beneficially holds an interest of 5 percent or less in each 
class of the stock of the Real Estate Investment Trust and 
the dividends are paid with respect to a class of stock of 
the Real Estate Ii.-estment Trust that is publicly traded, 
(ii) the beneficial owner o. .".e dividends beneficially 
holds an interest of 10 percent or less in the Real Estate
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u .

a fur

Wi Ilian J. President of theI,NOW, THEREFORE, r o r.,

ratify saidUnited States of America, t he

subject to the aforesaidConvent ion, e s i a 11 o n

cr.struirentrave cis

ratification and caused rhe Seal > - a States o f

to oe affixed.America

the city of Washington

o-r Lord one thousand

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

unless
on

:enos
Investment
diversified, ur (:::) • : ■■
beneficially held inter1 - ■ t - - ■ - . mate In’
Trust as of June 3h, 199“, t-.- are paid w.t
respect to such interest, " ■ '-.u' rotate Investment
Trust is diversified (provide-; "at ■•jcr. provision snail 
not apply to dividends paid after LecemLer 31, 1999 
the Real Estate Investment Trust .s publicly traded 
December 31, 1999 and thereafter).

t 1 u c r.
December 31,

IN TESTIMONY WHEREOF,

LONE at

or ( : 1 : ) 
held an 

3'\
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WILLIAM .1. CLINTON

President of the United States of America

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETING:

CONSIDERING THAT:

The Convention betwee" the United States of America and the

Republic of South Africa for the Avoidance of Double Taxation 

and the Prevention of Fiscal Evasion with Respect to Taxes on

Income and Capital Gains was signed at Cape Town on

February 17, 1997; and

The Senate of the United States of America by its

1997, tw'-'-thirds of the Senatorsresolution of October 31,

present concurring therein.

ratification of the Convention.

»1

gave its advice and consent to



1 1NOW, THEREEOHz, /

United States of Arret ica.

Convent ion.

I have signee this instrument of IN TESTIMONY WHEREOF,

ratification and caused the Seal of the United States of

America to be affixed.

ty of WashingtonDONE at t

Lord one thousandour

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

rat.:/ and conf:rm the said

, Willi a-



President of the United States of America

TO ALL 70 WHOM

CONSIDERING THAT:

The Convention between the United States of America and the

Republic of South Africa for the Avoidance of Double Taxation 

and the Prevention of Fiscal Evasion with Respect to Taxes on

Income and Capital Gains was signed at Cape Town on

February 17, 1997; and

The Senate of the United States of America by its 

19j7, two-thirds of the Senators31,resolution of October

present concurring therein, jave its advice and consent to 

ratification of the Convention.

WILLIAM J. CLINTON

ESE PRESENTS SHALL COME, GREETING:



•. i i‘ I

.cor.fir-Uni-.ej States of America,

Convent ion.

IN TESTIMONY WHEREOF,

caused the Seal of the United States ofrat ification and

America to be affixed.

.’ty of Wasr.i ncton

ord one thousandour

n i ne tjndred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

the said

i

DONE at

EREFCRE,

I have signed this instrument of



WILLIAM J. CLINTON

President of the united States of America

GREETING:TO WHOM THESE PRESENTS SHALL COME,TO AL

CONSIDERING THAT:

The Convention between the United States of America and the

Swiss Confederation for the Avoidance of Dou >le Taxation with

together with a Protocol, wasRespect to Taxes on Income,

1996; andsigned at Washington on October 2,

The Senate of the United States of America by its

1997, two-thirds of the Senatorsresolution of October 31,

gave xts advice and consent topresent concurring there'.

a Protocol.the Convention wit hratification of



1-. i 1L: 3THEREFCSE, r- t

i confirmUnited States of America, rat .

Protocol.Convention with a

instrument ofsigned thisIN TESTIMONY WHEREOF, nave

Seal of the United States ofratification and caused the

America to be affixed.

the city of washi ng tonat

t housandLo r 3 oneou r

nine hundred ninety-seven

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

I •

DON

tne said



CLINTONWILL I AX

President of the United States of America

70 WHOM THESE PRESENTS SHALL COME, GREETING:TO ALL

CONSIDERING THAT:

The Convention between the "nited States of America and the

Swiss Confederation for the Avoidance of Double Taxation with

Respect to Taxes on Income, together with a Protocol, was

signed at Washington on October 2, 1996; and

The Senate of the United States of America by its

resolution of October 31, 1997, two-thirds of the Senators

<= its advice and consent topresent concurring therein, -J a

ratification of the Cnnventic- with a Protocol.



.' J << , r

Convention oit'r. a Protocol.

~igned this instrument ofIN TESTIMONY WHEREOF, have

the united States ofratification and caused the Seal of

America to ce affixed.

.he city of Washingtona t

Lord one thousand■j u r

hundred ninety-sevennine

of the Independencea nd

the united States ofof

America the two hundred

twenty-second.

By the President:

a

I’ni-ed States ,f America,



WILLIAM J. CLINTON

Preside-.t of the 'nited States of America

these presents shall come, greeting:TO ALL . J

CONSIDERING THAT;

The Convention Detween the Government of the United States 

of America and the Government of the Kingdo- of Thailand for 

the Avoidance of Double Taxation and the Prevention of Fiscal

Evasion with Respect to Taxes on Income was signed at Bangkok 

on November 26, 1996; and

The Senate of the United States of America by its

thirds of the Senatorsresolution of October

its advice and consent' touavepresent concurring t - e r e i n,

ratification of the Convention.

• I

31, 1997, t



*■ t

-.■•.■d States of ■Xne r i c a , cor, • ; rm s a hi

Convent ion.

IN TESTIMONY WHEREOF, ch is instrument ofhave . vned

caused the Seal of the United States ofratification and

America to oe affixed.

■J ■_

Lord one thousandour

hundred ninety-sevenni ne

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

i

y jf Washington

ERESOr,



WILLIAM J. CLINTON

President of the United States of America

GREETING:PRESENTS SHALL COME,THESE

CONSIDERING THAT:

The Convention between the Government of the United States

America and the Government of the Kingdom of Thailand forof

the Avoidance of Double Taxation and the Prevention of Fiscal

Income was signed at BangkokEvasion with Respect to Taxes on

1996; andon November 26,

The Senate of the United States of America by its

ig^-, two-thirds of the Senators31/resolution of Octobe.

its advice and consent totherein. ::a vepresent concurring

ratification of the Conventi-

«

TO ALL TO '.■.■HUM



THEREFORE,NOW, 1 into- !

'Jr.ited States of A"er ica. rati f sai :

Convention.

IN TESTIMONY WHEREOF, I have signed this instrument of

ratification and caused the Seal of t he United States of

America to be affixed.

t h e c.D ' ’ 4 17 .■ of Washingtonat

Lord one thousandou r

nine hundred ninety-seven 

and of the Independence

of the United States of

America the two hundred

twenty-second.

By the President:

: conf i rm tr.e



/.’ILLIAX J. CLI'iTON

President of the United States of America

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETING:

CONSIDERING THAT:

The Agreement between the Government of the United States 

of America and the Government of the Republic of Turkey for the

Avoidance of Double Taxation and the Prevention of Fiscal
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Protocol, was signed at Washington on March 28, 1996; and

The Senate of the United States of America by its

1997, two-thirds of the Senatorsresolution of October 31,

ratification of the Agreeme-.': with a Protocol.

present concurring there1*, jave its advice and consent to 
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ACTION

MEMORAND'

THROUGH:

FROM:

SUBJECT:

Purpose

Background

vice and consent to ratification of

RECOMMENDATION

cc: Vice President
Chief of Staff

In order for the Convention to take effect in 1998, your 
signature on the attached instrument of ratification is required 
by year-end.

The Convention, whi^h was signed on November 26, 
the U.S. model tax
distortions (double

A 
(K

/ X f
Ratification of Tax Convention between the

That you sign by December 31, 1997 the attached instrument of 
ratification, in duplicate (Tab A).

The Senate has given its 
the Convention.

To sign the instrument of ratification of the Convention Between 
the Government of the United States of America and the Kingdom 
of Thailand for the Avoidance of Double Taxation and the 
Prevention of Fiscal Evasion with Respect to Taxes on Income 
("the Convention").

GENE\PERLING -■’b .
DANIEL K. TARULLO-[>< 

/JOHN HILLEY *'

United States and Thailand^

._.'A y

8162

FOR THE PRESIDENT

Attachment
Tab A Instrument of Ratification

1996, follows 
eaty and is intended to reduce the 
'axation or excessive taxation) that can 

arise when two countries tax the same income. It will also 
modernize tax relations and facilitate greater private sector 
U.S. investments. \ /

/ X-t

THE EXECUTIVE CLERK 
X \

SAifeY BERGER
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President of the United States of Amer ica

TO WHOM THESE PRESENTS SHALL C , GREETING:TO ALL
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By the President:
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CONSIDERING THAT:

The Convention between the Government of the United States 

of America and the Government of the Kingdom of Thailand for 
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MR. PRESIDENT:

•'S

Phil Caplarr^^
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The second memo you read over the weekend. It is from Frank 
Raines and Jack Lew and discusses ways to create room for the 
initiatives in the first memo.

The first memo you have not seen before. It is from Gene, 
Bruce and Elena and discusses NEC/DPC recommendations for 
new initiatives on the discretionary side of the budget. OMB 
has signed off on it.

Attached are two budget memos that I understand you may 
discuss in your budget meetings tomorrow.
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December 15, 1997

MEMORANDUM FOR THE PRESIDENT

FROM:

New Initiatives on Discretionary Side of BudgetSUBJECT:

Education

We already have given you detailed memos on most of these initiatives. If you approve 
the initiatives, you can announce any or all of them in the State of the Union.

1. Education Opportunity Zones ($225 million): This initiative will provide funding to about 
25 high-poverty urban and rural school districts for agreeing to adopt a “Chicago-type” school 
reform agenda that includes ending social promotions, removing bad teachers, reconstituting 
failing schools, and adopting district-wide choice.

2. College-School Partnerships ($150 million): This initiative, which builds on Eugene Lang’s 
model of helping disadvantaged youth, will provide funding for college-school partnerships 
designed to provide mentoring, tutoring, and other support services to students in high-poverty 
schools, starting in the sixth grade and continuing through high school. The six-year funding

Bruce Reed
Gene Sperling
Elena Kagan

Because so many of the new initiatives involve education, we are attaching an appendix 
to this memo that shows recommended funding levels for the Department of Education’s major 
base programs. In reviewing the education spending, you should note that the Department has 
just reestimated Pell Grant costs in a way that will free up additional monies. We had thought 
we would need a $434 million increase in the Pell Grant Program to raise the maximum award 
from $3,000 to $3,100. The new estimates show we can finance these policies with between 
$150 million and $220 million less. We are currently considering whether to keep these funds in 
the Pell Grant Program to support a larger increase in the maximum award and make other policy 
changes, or alternatively to invest them in the After-School and Head Start components of the 
child care initiative.

As you know, 0MB is trying to find an additional $6 billion for discretionary spending. 
Assuming this money becomes available, the DPC and NEC recommend that you fund the new 
initiatives listed below — in the amounts listed below — in your FY 1999 budget. OMB has 
signed off on these recommendations. Some of the departments, however, may appeal for 
increases in base programs that would cut into the amount of money available for new initiatives.

THE WHITE HOUSE

WASH INGTON
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Child Care

We recommend placing most of the child care initiative - in particular, the proposed 
increase in the Child Care and Development Block Grant and the establishment of a new Early 
Learning Fund — on the mandatory side of the budget. The smaller pieces of the initiative that 
we propose placing on the discretionary side are the following: 

1. After-School Program Expansion ($100-200 million): This program expansion will 
increase funding of the 21st Century Community Learning Center Program (now funded at $40 

path will provide help to nearly 2 million students. The proposal also will include Chaka 
Fattah’s idea of early notification to disadvantaged 6th graders telling them of their Pell Grant 
and loan eligibility.

4. Teacher Recruitment and Preparation ($67 million): This initiative, which you previewed 
last July at the NAACP Conference, will provide scholarships to nearly 35,000 new teachers over 
five years for committing to work in high-poverty urban and rural schools. It also will upgrade 
the quality of teacher preparation programs serving these communities.

5. Technology Teacher Training (Approx. $230 million): This initiative will dedicate 30 
percent (about $150 million) of the Technology Literacy Challenge Fund (which is being 
increased from $425 to $500 million) to ensure that at least one teacher in every school receives 
intensive training in the use of technology for education, so that those “master teachers” can train 
their colleagues. An additional $80 million will begin an effort to train every new teacher in the 
latest technology.

3. Campaign on Access to Higher Education ($20 million): This initiative will fund an 
intensive publicity campaign on the affordability of higher education. The goal of the campaign 
will be to make every family aware that higher education is now universally accessible — and 
that it is the key to higher earnings.

7. Distance Learning -- ($50 million?): We are still in the process of developing a new 
initiative, related to Governor Romer’s Western Governors University, to promote the use of 
technology to give people “anytime, anywhere” access to learning opportunities.

6. Hispanic Education Action Plan -- ($195 million or more): This initiative will increase 
funding for a number of existing programs to improve education for Hispanic Americans and 
other limited English proficient (LEP) children and adults. It would double our investment in 
training teachers to address the needs of LEP children; boost the Migrant Education Program by 
16 percent; increase the TRIO college preparation program by 10 percent; and create a 5-year, 
$100 million effort to disseminate best practices in ESL training for adults. We would 
accompany these program increases with administrative actions to help Hispanic students 
complete high school and succeed in college.
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Welfare, Housing, Urban 

2. Housing Portability/Choice ($20 million): In addition to the new welfare-to-work housing 
vouchers discussed above, our proposed package on housing portability and choice expands 
Regional Opportunity Counseling sites and takes administrative actions to eliminate obstacles to 

2. Standards Enforcement Fund ($100 million): This new fund will support state efforts to 
improve licensing and accreditation of providers, and to enforce health and safety standards — 
particularly through unannounced inspections of child care settings. The fund also will enable 
states to issue report cards, for use by consumers, on the quality of the facilities inspected.

3. Provider Training ($51-60 million): A new Child Care Provider Scholarship Fund, which 
you proposed at the Child Care Conference to fund at $50 million annually, will support 50,000 
scholarships each year to child care workers working toward a child care credential. The 
students will commit to remaining in the field for one year for each year of assistance received, 
and will earn increased compensation or bonuses when they receive their credential. An 
additional $1-10 million will allow the Department of Labor to expand its Child Care 
Apprenticeship Training Program, which funds providers combining work toward a degree with 
on-the-job practice.

million) for before- and after-school programs for school-age children at public schools. 
Depending on the exact funding level chosen, this investment will create new programs in 1,500- 
4,000 schools with slots for between 75,000 and 200,000 children; at the same time, it will 
enable still more students to participate in other school-site activities.

1. Welfare-to-Work Housing Vouchers ($283 million): This initiative will provide 50,000 
new housing vouchers to help welfare recipients in public housing who need to move in order to 
find employment. HUD will distribute these vouchers on a competitive basis to public housing 
authorities working with local TANF agencies and/or grantees of the new $3 billion welfare-to- 
work program. (A separate proposal, for which no new funding is needed, would allow families 
in public or assisted housing to use vouchers to buy a home; HUD expects this proposal to assist 
some 25,000 people become homeowners over two years, though OMB believes this figure to be 
exaggerated.) 

4. Research and Evaluation Fund ($10-30 million): This new fund will establish a National 
Center on Child Care Statistics, and provide grants for research projects and state and local child 
care hotlines and consumer education activities.

5. Head Start and Early Head Start Expansion ($284-334 million): This level of increased 
investment in the overall Head Start budget should permit doubling the set-aside for Early Head 
Start over five years without reducing the resources available for children 3-5. The doubled set- 
aside would enable more than 50,000 additional children to receive Early Head Start services in 
2003.
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portability in the Section 8 housing program.

Labor and Workforce 

4. Homeownership Opportunity Fund ($11 million): This initiative will provide funds for 
HUD to develop a loan guarantee program to allow state and local governments to leverage 
current HOME funds with private-sector investments to fund large-scale, affordable housing 
developments in distressed communities.

3. “Play-by-the-RuIes” Homeownership Proposal ($30 million): This initiative will assist 
families that always pay their rent on time to become homeowners. The Neighborhood 
Reinvestment Corporation will provide downpayment assistance, interest rate buydowns, or 
rehabilitation loans to approximately 10,000 families.

5. Community Empowerment Fund ($300-400 million): This initiative establishes a 
public/private fund (“Eddie Mac”), which will invest in inner-city businesses and create a 
secondary market for economic development loans (like Fannie Mae).

6. Homeless Assistance ($250-325 million): This level of increased investment includes $177 
million to help 32,000 homeless people receive Section 8 vouchers.

2. Community Adjustment ($50 million): This initiative will fund the creation of the Office of 
Community and Economic Adjustment (OCEA), which we proposed as part of the Fast Track 
debate. As you know, this office will be modeled after the Defense Department’s Office of 
Economic Adjustment - the Administration’s first point of contact with communities 
experiencing a military base closure or defense plant closing. We expect the Office to help 35-40 
communities in its first year of operation. The initiative also will fund a variety of other efforts 
to assist communities that face sudden and severe economic dislocation.

3. Out of School Youth Opportunity Program ($250 million): Congress advance appropriated 
$250 million for this program last year contingent on the passage of authorization legislation. 
The program will fund competitive grants for efforts to increase employment among out-of­
school youth between the ages of 16 and 24.

1. Child Labor ($89 million): This initiative is anchored by a $30 million commitment — up 
from $3 million - to the International Program on the Elimination of Child Labor (IPEC). The 
initiative also will include funding to improve Customs Service enforcement of U.S. law banning 
the import of goods made with forced or bonded child labor ($3 million) and to double the 
Department of Labor’s enforcement of child labor laws in the agricultural sector ($4 million). 
Finally, the initiative will provide additional funding to the Migrant Education Program so it can 
reach 50,000 more migrant children ($50 million). We are developing non-budget items to fill 
out the package.
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Health 

Crime 

Race

A number of the above proposals — e.g., education opportunity zones, university-school 

1. Community Prosecutors ($50 million): This initiative will provide grants to prosecutors for 
innovative, community-based prosecution efforts, such as Eric Holder adopted in the District of 
Columbia. A full 80 percent of the grants will go to pay the salaries and training costs associated 
with hiring or reassigning prosecutors to work directly with community residents.

1. Climate Change ($400 million): To support our broader climate change initiative (including 
tax incentives), this funding will go to a number of departments in accord with PCAST’s 
recommendations.

2. Second Generation Clean Water ($450 million, including some on mandatory side): This 
initiative will assist in restoring 1000 watersheds that are too polluted for fishing or swimming. 
Funding will go to five agencies to support a variety of activities designed to address polluted 
runoff and implement comprehensive watershed management strategies.

3. Racial Disparities in Health Care ($80 million): This initiative will address racial 
disparities in six areas of health care: infant mortality, breast and cervical cancer, heart disease 
and stroke, diabetes, AIDS, and immunization. The proposal includes additional funding ($50 
million) to established public health programs to adapt and apply their prevention and education 
strategies to eliminate racial disparities. It also includes funding ($30 million) for up to thirty 
local pilot projects to test innovative approaches to reach this goal.

Environment
(Katie McGinty proposed and has further information about these initiatives) 

1. 21st Century Trust Fund (Approx. $1 billion): This initiative will provide substantial 
additional funding to NIH ($750 million) and NSF ($250 million), ramping up substantially over 
time, for research activities - particularly on the treatment and cure of diseases. We will provide 
you with a separate memo on this initiative in the next day or two. Funding for this initiative 
will come from comprehensive tobacco legislation.

2. AIDS Programs Expansion ($165 million): A funding increase for the Ryan White Program 
of almost 15 percent will go principally toward ADAP, to ensure that new and effective 
treatments of AIDS reach those who need them. Some of the funds will support education and 
prevention programs operated by states, cities, and community health centers, as well as by the 
CDC.
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partnerships, housing vouchers - can be presented as part of the race initiative, because they 
target predominantly minority areas or provide disproportionate benefits to members of minority 
groups. Other proposals described above — the Hispanic dropout plan and the race and health 
initiative — have obvious and explicit race connections. In addition: 

1. Civil Rights Enforcement ($72 million): This initiative will fund reforms to the EEOC and 
the civil rights offices at DOJ, HUD, HHS, Education, and DOE. Most important, additional 
funding of $37 million will allow the EEOC to expand its mediation program (allowing more 
than 70 percent of all complainants to choose mediation by the year 2000), increase the average 
speed of resolving complaints (from over nine months to six) and reduce the EEOC’s current 
backlog (from 64,000 cases to 28,000). The initiative also will fund a dramatic expansion of 
HUD’s civil rights enforcement office (in the 30th anniversary year of the Fair Housing Act) and 
improve coordination among the government’s civil rights offices. We are preparing a number 
of non-budgetary administrative actions, especially involving fair housing and lending, to 
accompany our budget proposals in this area.
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Appendix -- Education Budget

Major Base Programs

Title I. Education for the Disadvantaged. Grants to LEAs: $ 7.725 million. A $350 million (4.5 
percent) increase over FY 1998 to serve an additional 400,000 children in poor communities. 
Secretary Riley requested a $492 million increase.

The recommended funding level for all of the Department of Education’s discretionary programs 
(including new initiatives) is $30.9 billion, an increase of $1.4 billion (4 percent above FY 1998). 
In addition to providing for the new initiatives described above, this recommended budget 
maintains or increases funding for the Department’s major base programs, while reducing certain 
lower priority spending.

America Reads. $260 million. We did not get our America Reads bill in FY 1998. We did 
obtain increases for tutoring in the Corporation for National and Community Service. Congress 
did, however, “advance appropriate” $210 million for FY 1999 for Education, contingent upon 
enactment of new law. The increase to $260 million reflects our original first year plan.

Pell Grants: $7.779 million. A $289 million increase would maintain higher independent student 
eligibility and raise the maximum award from $3,000 to $3,100. The additional $150 million 
previously thought necessary to effect these policies would increase the maximum award by 
another $50; alternatively, as noted earlier, we could use these funds to increase our investments 
in the After-School and Head Start components of the child care initiative.

Adult Education: $394 million. A $33 million (9 percent) increase over FY 1998 for basic 
education and English language training for the disadvantaged, immigrants, and welfare 
recipients. This increase is part of Hispanic Education Action Plan discussed above.

Special Education: $4.811 million. Same as the FY 1998 level, which was increased by $775 
million over FY 1997. States can spend the increase over 2 years. Secretary Riley has expressed 
concern about the lack of an FY 1999 increase. We are convinced that no increase will satisfy 
the advocates, and would prefer to negotiate this level in Congress, rather than use up scarce 
funds in your budget now.

Goals 2000: $510 million. A $10 million increase over FY 1998, to maintain momentum in the 
States for school reform.

Education testing: $16 million. The full amount needed to maintain progress on test 
development.

Comprehensive School Reform: $175 million. A $30 million increase over FY 1998 for 
demonstrations of school reform models.
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Reductions in the Base

A number of programs have been reduced to make room for initiatives and major base programs, 
including: Impact Aid (-$92 million), the Education Block Grant (-$350 million), and Perkins 
Loans (-$85 million). Each of these has a vocal constituency. We believe we can make the case 
that our funding of initiatives and base programs are all higher priority than these programs.

College Work-Study, $915 million. An $85 million increase over FY 1998, make progress 
toward your goal of 1 million Work-Study positions by FY 2000. Given the reduction in Perkins 
loans (noted below), this increase keeps the campus-based aid programs at level funding from 
FY 1998.
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MEMORANDUM FOR THE Pi ’IDENT

Frank Raines and Jack LewFROM:

Savings Options to Fund Initiatives in the FY 1999 BudgetSUBJECT:

Domestic Discretionary

Possible Funding Mechanisms

Our goal is still to provide you with $5 billion to allocate among competing proposals for 
new initiatives and to resolve some of the remaining base appeals. In early December, we 
described to you a procedural proposal that would allow additional spending under the

Earlier this year we described a plan for OMB to propose funding levels to agencies, 
reserving $5 billion within the FY 1999 domestic discretionary cap for you to allocate to fund 
either new initiatives or agency appeals. Our passback funding levels, which you reviewed over 
the Thanksgiving weekend, reserved $5 billion in budget authority under the caps. However, 
this level of budget authority consumed all of the room under the FY 1999 outlay cap in the 
budget agreement. (As you know, budget authority is the total funding level appropriated in a 
year, while outlays reflect the funds that will actually be spent in that year - a total of outlays 
from current appropriations and outlays from prior appropriations.) As a result, we can only use 
the remaining $5 billion theoretically available under the FY 1999 budget authority cap if we are 
able to free up outlays to accommodate it. Since only a portion of the outlays for this $5 billion 
will actually occur in FY 1999, we will need to free up roughly $3 billion in FY 1999 outlays in 
order to use the budget authority available under the cap.

If there is no room for additional spending, agency funding levels will have to remain at 
the passback level to stay within the discretionary outlay cap. Under this scenario, there are no 
additional funds for discretionary programs, such as the various education initiatives, child care, 
and climate change; nor will there be additional money for base restorations to programs, such as 
Low Income Home Energy Assistance Program (LIHEAP), the National Science Foundation 
(NSF), or the State Department.

;s-

This memo reviews our proposals to create room for domestic initiatives in the FY 1999 
budget. Since last Monday’s budget meeting to discuss these issues had to be rescheduled, we 
will present here the options in writing as background for subsequent decisions on savings and 

spending options.

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D.C. 20503

IX--31

Copied 
Sperling



Budget Authority($ billions) Outlays

4.0Remaining Need 3.0

2

5.0
8.0

561.7
561.7

0.0
4.0

None of these new funds would increase the deficit. We propose using all or part of the 
following revenue/mandatory proposals to pay for the spending in these investment funds:

Amounts Available
Amounts Needed

discretionary caps by dedicating receipts through a new budget process, which we called 
CARGO. Your concern at that meeting was that while the mechanism would free up $5 billion, 
it would increase the deficit compared to the baseline, and might weaken our ability to block 
efforts to “spend the surplus.” We have been working on a deficit-neutral alternative very much 
like the current “PAYGO” approach, which we have used in reconciliation to offset new 
mandatory initiatives and also in the 1996 and 1997 Omnibus appropriations bills to provide 
additional resources within the discretionary caps for your priorities.

In addition to providing sufficient outlays to utilize the budget authority remaining under 
the caps, the CAPGO approach provided a means of accommodating additional funding 
concerns, such as infrastructure spending (particularly highways and airports) and NIH funding, 
over and above the $5 billion. In order to restore the resource level to where we would have 
been with CAPGO, we will need to generate outlay room to use the remaining $5 billion within 
the caps plus make room for an additional $3 billion so that we will have a total of $8 billion in 
budget authority and $4 billion in outlays to allocate above the passback levels.

557.7
562.7

Passback
Caps

Thus, our total problem is to find $3 billion in budget authority and $4 billion in outlays 
in FY 1999. We can accomplish this in two ways: (1) we can create room under the caps by 
moving discretionary programs to the mandatory side of the budget or into altogether new 
categories; or (2) we can use mandatory offsets to finance discretionary spending (as we used 
spectrum auction receipts and the privatization of the U.S. Enrichment Corporation to finance FY 
1997 appropriations).

We propose using a combination of these two approaches, by creating investment funds 
for several high priority policy areas - a 21st Century Research Fund (including NIH), a Fund 
for the Environment, and an Infrastructure Investment Funyl. The money for the programs 
included in these new funds would be moved out of tKfTdiscretionary caps, but still be subject to 

appropriation.
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Mandatory Offsets

! intermediaries -- and recalls all loan guarantee reserves, plus other student loan reforms 

' and benefits for students; and.

3

FAA User Fees - We are looking at options to use new FAA user fees coupled with 
existing excise taxes to create headroom to fund an infrastructure initiative.

VA Tobacco — We are looking at options that recognize that the VA General Counsel’s 
ruling requiring additional compensation stands until legislation is passed, that veterans 
will apply, and that some will be processed despite limited administrative resources. If 
this new benefit is repealed, these savings could be used to fund the various high priority 
policy issues (discussed more fully below).

Cost Allocation ($0.5 billion in 1999: $2.9 billion over 5 years) - Restricts States' ability 
to shift State Administrative costs from TANF to Federally-funded administrative sources 
such as Food Stamps and Medicaid;

•N Tobacco Tax - We are exploring options to use some of the revenues from the tobacco 

tax to pay for a 21st Century Research for America Initiative, incorporating the base and 
proposed expansions of existing R&D program, creating additional headroom under the 
caps (discussed more fully below).

Extension of the Superfund Tax (mandatory -- $1.7 billion in 1999; $7.6 billion over 5 
\ years) - We are looking at options to use the extension of the Superfund tax to either 

move the funds from discretionary to mandatory or as a mandatory source to finance 
additional Superfund clean-up, an environmental initiative, or research programs.

Education Loan Reforms ($0.9 billion in 1999; $4.0 billion over 5 years) - Provides a 
direct guarantee for student loans not in the direct loan program - rather than relying on

In general, the use of revenues to offset spending initiatives runs the risk of appearing like 
an increase in taxes to pay for additional spending. However, in the case of research, the 

. spending and tobacco taxes are popular policies. In the case of Superfund, the Bipartisan Budget
'-V* Agreement anticipated that the revenue would not be used as an offset for a tax cut but instead 

would be reserved to pay for new spending. We will send you a more detailed memo on the 
' proposal to create these three new Funds next week.

We will also need other mandatory/revenue offsets to pay for new mandatory initiatives. 
As illustrated in the memos you have seen over the past few days, this could require a small or a 
very large amount of resources, depending on the specific initiatives you choose to pursue. We 
are relying on savings in several areas, including the following:

, « - . ( V



There are a number of other more controversial savings proposals:

4

Child Support Enforcement - Savings for child support enforcement (CSE) are highly 
controversial, because, even if the policy is legitimate, it suggests that the Administration 
is cutting CSE funding. The following options are cumulative, and build on one another.

Option 3 ($0.3 billion in 1999; $3.0 billion over 5 years), the most aggressive 
option, also reduces Federal funding by the amount of Federal payments in excess 
of current State child support administrative costs.

Option 1 ($.06 billion in 1999; and $0.3 billion over 5 years) requires States to 
charge a $25 user fee (with a waiver option) for non-TANF child support 
enforcement cases and adjusts Federal funding to reflect the increased State fees. 
All TANF collections would be redirected to the States and Federal grants for 
State administration would be reduced by an equivalent amount;

State Bank Exam Fees ($0.1 billion in 1999; $0.5 billion over 5 years)— Requires the 
Federal Reserve to assess fees for examinations of state-chartered banks and bank holding 
companies (current law permits, but does not require, fees).

Two Agriculture Savings Proposals ($0.3 billion in 1999; $1.6 billion over 5 years) — 
Reduces the Export Enhancement Program (EEP) further than requested in FY 2001 
through FY 2003. This makes sense because market conditions (high world commodity 
prices projected for the foreseeable future) do not warrant the use of EEP. USDA wants 
to make this change in appropriations, rather than in authorization, and use the savings for 
additional agricultural spending rather than as a general offset. A second proposal would 
close the Agricultural Market Transition Payment (AMTA) loophole, created in the 1996 
Farm Bill, by making all payments to the landowner, rather than to the tenant, since 
income-support payments are based on land holdings. This is controversial, not because 
of the policy, but because it amends the 1996 Farm Bill.

Option 2 ($0.3 billion in 1999; $1.5 billion over 5 years) also reduces Federal 
funding to reflect increased TANF collections to States as a result of increased 
incentives; and

GmaOC I

Some of these savings options may lead to additional spending. For example, in order to 
achieve some of the student loan savings from guaranty agencies, some funds must be spent to 
cover the 100 percent direct guarantee and improve terms for borrowers. In addition, since the 
cost allocation savings come in large part from Food Stamps, there wdHpe pressure to usejpme 

/of the savings to restore Food Stamp benefits to legal immigrants. We might also want to use 
I some of the agricultural savings to pay for selected discretionary initiatives, such as Water 

Quality.
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Tobacco Revenues
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We have discussed how potential tobacco revenues could pay for a research initiative and 
perhaps also create some additional room under the discretionary caps to fund other initiatives.

The Administration has already proposed legislation to eliminate these new benefits that 
will, if enacted, create a PAYGO offset to new mandatory spending. However, VA tobacco 
benefit costs have not yet been included in either the OMB or CBO baselines. After we raise the 
baselines to reflect payment of these benefits, a PAYGO credit will become available for 

” eliminating these benefits. After both steps are taken, this proposal is deficit-neutral.

We believe it is important to limit our assumed revenues to a level that is seen as realistic 
and consistent with the principles you announced last summer. This means that, although we 
might assume that the per-pack equivalent could rise to $1.50 (in constant dollars) over ten years, 
some of those revenues will go to States and other claimants. Furthermore, in your statement last 
August, you did not specify what portion of the payment would be fixed and what portion tied to 
youth smoking targets. An announcement that the Administration wanted to use the full $1.50 
might be seen as foreclosing a substantial youth incentive. For this reason, we have focused on a 
package that assumes revenues initially equal to 500 per pack, rising to $ 1.00 per pack by 2003 
($ 1.16 in current dollars), and have not specified what happens after 2003. Based on preliminary 
estimates, this would provide the following revenues (in billions of current dollars):

We plan to raise the mandatory baseline by $2.5 billion over 5 years, which assumes that 
we do not provide new administrative funds to VA to process tobacco-related claims. (This $2.5 
billion will become available as a PAYGO offset when we again propose to repeal these 
benefits.) We could raise the baseline by much more - as much as $26 billion total - if we 
decided to add significant new administrative resources to process claims. However, we thought 
this option would both be inconsistent with our policy to repeal the benefit and increase the 
deficit by too much (i.e., if we raised the baseline, then used the savings created by the repeal to 
spend an additional $26 billion).

The Veterans Affairs General Counsel recently ruled that the VA must pay monthly 
service-connected disability compensation benefits to veterans for tobacco-related illnesses that 
occur after separation from the military, if a veteran became addicted to nicotine while serving in 
the military. OMB estimates that 542,000 veterans are potentially eligible to claim benefits 
under this ruling, and an additional 6,600 will become eligible annually.

f"— While we could raise the baseline by any number between $2.5 billion and $26 billion,
and use that as an offset for mandatory initiatives, the most credible figure is between $2 billion 

^and $8.8 billion. We have preliminarily chosen the $2.5 billion option.
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Medicare

Revenues
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Medicare savings associated with error reductions -- acceptable to OMB, Chris Jennings, 
and HHS - are roughly $2 billion over five years. We could also find additional savings:

Income-Related Premiums — Depending upon the income level and phase-in schedule, 
early estimates are near $10-12 billion over five years, perhaps considerably more. The 
options are along the lines of the changes discussed last year.

Further Provider Savings — We do not recommend substantial new provider savings. 
Many changes in the Balanced Budget Act have not yet been implemented, and the 
newly-appointed Medicare Commission should be given time to do its work.

If Federal and State claims and the private litigation reserve are funded first, but 
not the other settlement/constituency uses, this leaves the Federal share at about 
$30 billion.

We are discussing a number of new revenue-based initiatives, including changes to the 
child tax credit, climate change tax incentives, and a revised school construction proposal. We 
propose financing these initiatives with revenue proposals we made last year that were not 
adopted, or not fully adopted, in legislation. Depending on how aggressive you want to be, these 

If State claims and the uses specified in the agreement are given first priority, this 
produces a Federal share of about $20 billion over the first five years (and an 
additional $15 billion if we can direct the States to spend their share on your new 
initiatives, such as child care); and

Clearly, using Medicare savings to fund non-Medicare spending could complicate the 
achieving Medicare solvency and be criticized.

However, there are two alternate views of how much of the tobacco settlement we should 
try to apply to Federal programs:

Bruce Lindsey and Bruce Reed support the first option, and we prefer the second option. 
A possible compromise between the two options might assert funding levels for Federal 
initiatives without discussing the balance of the settlement. This leaves open the total that 
Congress may be willing to agree to fund.

5 years

$58.7

FY 2001

$12.2

FY 2002 

$13.4

FY 1999 

$8.1

FY 2000 

$10.0

FY 2003 

$15.0
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More controversial proposals not included in last year’s budget include:
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proposals would produce revenues of up to $20 billion over 5 years. Last year’s package 
included the following:

Deny the Dividends-Received Deduction for Certain Preferred Stock ($0.2 billion over 5 
years) - We proposed to eliminate the deduction of 70 to 100 percent for corporations 
owning certain limited-term preferred stock of a U.S. corporation because such stock is 
more like debt than an ownership interest in the issuing corporation.

Use One-Half Cent of the Gas Tax ($.5 billion in 1999; $2.6 billion over 5 years) - On 
an annual basis, current motor fuels taxes generate approximately $32 billion for the 
Highway Trust Fund (HTF). This includes the 4.3 cents originally earmarked for deficit 
reduction that was redirected from the General Fund to the HTF by the Taxpayer Relief 
Act of 1997. Any proposal to increase the motor fuels tax will likely generate criticism 
from transportation interests complaining that the HTF cash balances continue to mask 
the deficit while transportation needs go unmet. (The character of this criticism may 
change if highway spending is liberalized.) At the Bipartisan Budget Agreement 
spending levels, HTF cash balances rise from $26 billion in 1998 to $93 billion in 2003.

Ay x Extend 2.5 Cent General Fund Tax on Gasohol ($0.6 billion in 1999; $1.3 billion over 5 
years) - The 2.5 cents per gallon tax on gasohol that goes to Treasury’s General Fund 
expires after September 30, 1999. The tax originated in 1990, as part of the nickel per 
gallon tax hike, of which half went to the General Fund and half to the Highway Trust 
Fund. In 1993, when an additional 4.3 cent tax was placed on fuels, most fuels subject to 
the 2.5 cent General Fund tax had this portion moved to the transportation trust funds, but 
ethanol did not.

• -J) Repeal Lower-of-Cost-or-Market Inventory Method ($1.6 billion over 5 years) — We 
proposed to repeal the lower of cost or market (LCM) method, because the allowance of 
write-downs under the LCM and subnormal goods methods is essentially a one-way 
mark-to-market method that understates taxable income.

7
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Modify Foreign Tax Credit Carryover Rules ($1.2 billion over 5 years) - We proposed to 
.reduce the complexity and burdens associated with carrybacks by limiting foreign tax 
ctedit carrybacks to 1 year (down from 2 years) and extend foreign tax credit 
carryforwards for 7 years (up from 5 years).


