





Although we do not yet know how the Congressional offer addresses some of our core
policy objectives (.08 BAC, environmental provisions, etc), your economic team is inclined to
recommend that you veto the bill if it is paid for with the offsets noted at Tab A. John Podesta
doubts the wisdorm of a veto if it could tiot be sustained, and the Legislative Affairs staff has
concems about the long-term consequences of an override.
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Tab A

Congressional Leadership Proposed Offsets

Offset vings over 1999-
*» VA tobacco $16 billion

CBO would be directed to use OMB scoring of roughly 5!6 billion over five
years. Congress appears ready to adopt the Administration’s request that some funds be
reserved for expanded veteran's benefits.

» Social Services Block Grant $3.1 billion

Your budget used this offset to fund increases in other social services programs.
Using this offset for highways would make it difficult to fund any program increases in
the Labot/H asppropriations bill or to pay for even a modest child care proposal.

s Increase in GNMA fees $0.9 billion

This proposal would triple the fee increase proposed in vour budget. Although
not objectionable frormn a policy standpoint, an increase of this size could be difficult to
achieve, Your budget uses this offset to pay for new housing initiatives.

« FHA policy reforms $1.0 billion
Your budget proposed increasing the limit on FHA-insured loans to pay for a
second round of Empowerment Zones. The offset noted above abandons that loan limit

increase in favor of unspecified ‘reforms.’ It is unclear whether such reforms could be
either identified or passed by Congress.

» Fees on Fannie Mae and Freddie Mac $4.5 billion

This offset has been proposed and quickly shot down many times over the last ten
years. No one believes this has a credible chance of passage.


















