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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Thomas L. Freedman ( CN=Thomas L. Freedman/OU=OPD/O=EOP [ OPD ] ) 

CREATION DATE/TIME: 9-DEC-1998 13:51:39.00 

SUBJECT: Homeless grants 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ: UNKNOWN 

TO: Christa Robinson ( CN=Christa Robinson/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ:UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD ]) 
READ:UNKNOWN 

CC: Mary L. Smith ( CN=Mary L. Smith/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ:UNKNOWN 

TEXT: 
FYI. HUD staff said they were happy to hear the WH was thinking of a 
radio address, but they thought the Secretary was really hoping this would 
be an event. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME: 9-DEC-1998 09:53:42.00 

SUBJECT: Rotary International 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Christopher C. Jennings ( CN=Christopher C.Jennings/OU=OPD/O=EOP @ EOP [ OPD 1 
READ:UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN' 

CC: Devorah R. Adler ( CN=Devorah R. Adler/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

CC: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

cc: Teresa M. Jones ( CN=Teresa M. Jones/OU=OPD/O=EOP @ EOP [ OPD 1 
READ:UNKNOWN 

TEXT: 
James Lacy, the president of Rotary International requested a meeting with 
the President which the scheduling office could not grant, but he is 
coming in for a photo-op with the President and the scheduling office has 
asked DPC and Public Liaison to meet with him. He is currently scheduled 
to come in for Friday at 11:15 to meet with Bruce, Elena, Chris, Ben 
Johnson (OPL) , and Victoria Lynch (OPL). He wants the President to 
promise to discuss polio eradication in Africa and the rest of the world 
in this year's State of the Union. James Lacy is supposed to have his 
photo-op at noon so we have tentatively agreed to discuss polio 
eradication with him before hand. please let me know if you think that 
this meeting is a bad idea or if I can continue to work with OPL to set 
this meeting up. Thanks. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Julie A. Fernandes ( CN=Julie A. FernandesjOU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME: 9-DEC-1998 15:10:01.00 

SUBJECT: Congo Letter re: presumption of extreme hardship 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPDjO=EOP @ EOP [ OPD 1 
READ: UNKNOWN 

TO: Maria Echaveste ( CN=Maria Echaveste/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

CC: Leslie Bernstein ( CN=Leslie Bernstein/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

CC: Marjorie Tarmey ( CN=Marjorie Tarmey/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TEXT: 
FYI. Caroline F. just forwarded me a copy of a letter sent to the AG from 
Sens. Kennedy, Abraham, Graham and Mack on Dec. 15th of last year in which 
they discuSs their view that it would be consistent with the NACARA 
legislation for the AG to use her discretion to presume ext remere hardship 
for NACARA beneficiaries generally. I will fax you a copy of the letter. 

julie 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Thomas L. Freedman ( CN=Thomas L. Freedman/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME: 9-DEC-1998 10:11:20.00 

SUBJECT: PM offer to farmers. 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Cynthia A. Rice ( CN=Cynthia A. Rice/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

CC: Mary L. Smith ( CN=Mary L. Smith/OU=OPD/O~EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TEXT: 
Here's the next move by Philip Morris. After having gotten the reputation 
for low 
balling its purchase intentions and putting farmers over the barrel, 
yesterday 
PM makes a public offer (via press release) to buy half of the '97 
reserves at 

'only a 15% discount. The catch is that, for the first time ever, 
they want to cherry pick only the best grades of tobacco. The result: 
they would be getting a much better than 15% discount. USDA feels they 
are being put in a box and are considering a press release to say that 
this 
offer violates purchase rules. In any case, USDA says it cannot consider 
this 
bid until Monday as another offer is open to the companies. 
It seems likely there will be moves by the.other companies soon. 

Bid made to buy tobacco 
reserves / Philip Morris move 
could boost crops 

Wednesday, December 9, 1998 

BY CHIP JONES 
Times-Dispatch Staff Writer 

Philip Morris USA offered to buy half of the nation's 
flue-cured tobacco 

reserves yesterday, a multimillion-dollar bid that could 
help boost farmers' 

crops in 1999. 

"It's got to be good news for the farmers," said David 
Milby, Philip Morris' 

senior vice president in charge of tobacco purchasing. 
"It allows them to get 
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a better deal." 

Milby would not disclose the value of Philip Morris' 
offer to buy 95 million 

pounds of the heat-treated tobacco. Industry sources 
placed its value at 

about $190 million. 

Milby would say only that Philip Morris would pay more 
than an earlier 

price set by flue-cured tobacco officials. 

The reserves eyed by Philip Morris, the nation's No.1 
cigarette maker, 

make up more than half of the 181.8 million pounds of 
leaf put in the 

farmers' co-op after it did not sell at auction last 
year. 

Flue-cured tobacco, named for the process of sending hot 
air through flues 

in curing barns, is Virginia's leading cash crop, with 
sales of $163.9 million in 

1997. 

Reserve levels of the leaf are crucial in determining 
how much tobacco 

farmers can grow each year. Agriculture Secretary Dan 
Glickman will 

announce the 1999 tobacco quota Tuesday. 

Philip Morris and three other major cigarette-makers 
drew farmers' ire last 

week by announcing plans to 

buy 28 percent less flue-cured leaf next .year. 

At that level l farmers would have to cut back their 
crops by about 30· 

percent -- marking the second straight year of deep 
cuts. 

Yesterday's news may help Philip Morris' standing in the 
tobacco fields and 

was applauded by Sen. Charles S. Robb, D-Va. 

"I appreciate the effort that is being made to address 
the drastic quota 

reductions that face growers and their communities in. 
the coming season, 

although I continue to be concerned about the uncertaint 
y they face over the 

long run," Robb said in a statement. 

Flue-cured officials were studying Philip Morris' offer 
last night. 

"On the surface, it's at a more favorable price," said 
Arnold Hamm, assistant 

general manager of the Flue-Cured Stabilization Corp., 
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the farmer-run group 
in Raleigh, N.C., that handles surplus leaf. 

But Hamm said the offer could run afoul of the 
government's strict rules for 

selling reserve tobacco. 

"We cannot cut a deal with Philip Morris," he said. 

The three other major tobacco companies -- R.J. Reynolds 
Tobacco Co., 

Brown & Williamson Tobacco Corp. and Lorillard Tobacco 
Co. -- must be 

given a fair chance to buy the same reserves, he said. 

However, Hamm said, "The fact that Philip Morris is 
responding is positive." 

The other cigarette companies made no comment yesterday. 

"Now the challenge is on the other companies to step up 
to the plate and 

take their share" of the tobacco reserves, said J.T. 
Davis of the Concerned 

Friends for Tobacco, a Danville-based farmers' group. 

For now, he said, "The tobacco farm community can 
breathe a little easier." 

. 1998, Richmond Newspapers Inc. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Mary L. Smith ( CN=Mary L. Smith/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME: 9-DEC-1998 13:38:09.00 

SUBJECT: Equal Pay MOU 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

CC: Thomas L. Freedman ( CN=Thomas L. Freedman/OU=OPDjO=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
The equal pay MOU that permits OFCCP to collect damages will be published 
for comment in the Federal Register on Monday. Legis Affairs is taking 
the lead on giving a heads up to certain folks on the Hill, letting them 
know that this is just going out for comment. EEOC, Labor, and WH Legis 
Affairs have coordinated on strategy and have signed off on the joint 
EEOC-Labor press release. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Elizabeth R. Newman ( CN=Elizabeth R. Newman/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME: 9-DEC-1998 09:01:08.00 

SUBJECT: Reminder: Guidance Today 

TO: James E. Kennedy ( CN=James E. Kennedy/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Elliot J. Diringer ( CN=Elliot J. Diringer/OU=CEQ/O=EOP @ EOP [ CEQ 1 ) 
READ:UNKNOWN 

TO: Amy Weiss ( CN=Amy Weiss/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Julia M. Payne ( CN=Julia M. Payne/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: David C. Leavy ( CN=David C. Leavy/OU=NSC/O=EOP @ EOP [ NSC 1 ) 
READ:UNKNOWN 

TO: Linda Ricci ( CN=Linda Ricci/OU=OMB/O=EOP @ EOP [ OMB 1 ) 
READ: UNKNOWN 

TO: Christopher C. Jennings ( CN=Christopher C. Jennings/OU=OPD/O=EOP @ EOP [ OPD 1 
READ: UNKNOWN 

TO: Kris M Balderston ( CN=Kris M Balderston/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Nanda Chitre ( CN=Nanda Chitre/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Barry J. Toiv ( CN=Barry J. Toiv/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Sarah A. Bianchi ( CN=Sarah A. Bianchi/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Philip J. Crowley ( CN=Philip J. Crowley/OU=NSC/O=EOP @ EOP [ NSC 1 ) 
READ: UNKNOWN 

TO: Jake Siewert ( CN=Jake Siewert/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Elena Kagan (. CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

CC: Jennifer M. Palmieri ( CN=Jennifer M. Palmieri/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TEXT: 
Joe Lockhart will be briefing at 11:30am today. please have all 

guidance in by 9:45am AT THE LATEST. Thanks. 
---------------------- Forwarded by Elizabeth R. Newman/WHO/EOP on 
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12/09/98 08:58 AM ---------------------------

Elizabeth R. Newman 
12/08/98 07:31:58 PM 
Record Type: Record 

To: See the distribution list at the bottom of this message 
cc: Jennifer M. Palmieri/WHO/EOP, Laura Emmett/WHO/EOP 
Subject: Guidance Tomorrow 

Joe Lockhart will be briefing at 11:30am tomorrow. Please have all 
guidance in by 9:45am at the latest. Thank you. 

Message Sent 

.TO: __ ~~--~~~---------------------------------------------------
Elena Kagan/OPO/EOP 
Christopher C. Jennings/OPO/EOP 
Jake Siewert/OPO/EOP 
Linda Ricci/OMB/EOP 
Philip J. Crowley/NSC/EOP 
David C. Leavy/NSC/EOP 
Sarah A. Bianchi/OPO/EOP 
Julia M. Payne/WHO/EOP 
Barry J. Toiv/WHO/EOP 
Amy Weiss/WHO/EOP 
Nanda Chitre/WHO/EOP 
Elliot J. Oiringer/CEQ/EOP 
Kris M Balderston/WHO/EOP 
James E. Kennedy/WHO/EOP 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Carolyn T. Wu ( CN=Carolyn T. wu/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME: 9-DEC-1998 09:06:21.00 

SUBJECT: Americorps Mtg. RESCHEDULED 

TO: Cecilia E. Rouse ( CN=Cecilia E. Rouse/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Tanya E. Martin ( CN=Tanya E. Martin/OU=OPD/O=EOP @. EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Jennifer M. Palmieri ( CN=Jennifer M. Palmieri/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Jonathan E. Smith ( CN=Jonathan E. Smith/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Ann F. Lewis ( CN=Ann F. Lewis/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Shirley S. Sagawa ( CN=Shirley S. Sagawa/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Anne E. McGuire ( CN=Anne E. McGuire/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Stacie Spector ( CN=Stacie Spector/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Ruby Shamir ( CN=Ruby Shamir/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Cathy R. Mays (CN=Cathy R. Mays/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Karen Tramontano ( CN=Karen Tramontano/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TEXT: 
Please .let me know if you can make a 12:30-1:30 mtg. on Americorps. Thank 
you. 
---------------------- Forwarded by Carolyn T. Wu/WHO/EOP on 12/09/98 
09:04 AM ---------------------------

Laura Emmett 
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12/08/98 07:45:15 PM 
Record Type: Record 

To: See the distribution list at the bottom of this message 
cc: Carolyn T. Wu/WHO/EOP 
Subject: Americorps Mtg. POSTPONED 

Carolyn will send out a new time and date tomorrow 
---------------------- Forwarded by Laura Emmett/WHO/EOP on 12/08/98 07:45 
PM -------~-------------------

Carolyn T. Wu 
12/07/98 11:19:15 AM 
Record Type: Non-Record 

To: See the distribution list at the bottom of this message 
cc: 
Subject: Americorps 

The meeting will take place in OEOB 180 on Wednesday (12/9) at 2:30. 
Please feel free to contact me should you have questions. 
---------------------- Forwarded by Carolyn T. Wu/WHO/EOP on 12/07/98 
11:17 AM ---------------------------

Carolyn T. Wu 
12/07/98 10:34:17 AM 
Record Type: Non-Record 

To: See the distribution list at the bottom of this message 
cc: 
Subject: Americorps 

Karen would like to hold a meeting on Americorps this week. Please let 
me know if Wednesday (12/9) at 2:30 works for you or your principal. The 
following people are invited to attend: 

Bruce Reed 
Charles Marr 
Ann Lewis 
Stacie Spector 
Jen Palmieri 
Elena Kagan 
Anne McGuire 
Tanya Martin 
Shirley Sagawa 

Message Sent 

TO: ________ ~~--~----------------------------------------------
Bruce N. Reed/OPD/EOP 
Cathy R. Mays/OPD/EOP 
Charles R. Marr/OPD/EOP 
Ann F. Lewis/WHO/EOP 
Ruby Shamir/WHO/EOP 
Jonathan E. Smith/WHO/EOP 
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Stacie Spector/WHO/EOP 
Jennifer M. Palmieri/WHO/EOP 
Elena Kagan/OPO/EOP 
Laura Emmett/WHO/EOP 
Anne E. McGuire/WHO/EOP 
Tanya E. Martin/OPO/EOP 
Shirley S. Sagawa/WHO/EOP 

Message Sent 

TO: ______________ ~--~------------------------------------------
Karen Tramontano/WHO/EOP 
Bruce N. Reed/OPO/EOP 
Cathy R. Mays/OPO/EOP 
Charles R. Marr/OPO/EOP 
Ann F. Lewis/WHO/EOP 
Ruby Shamir/WHO/EOP 
Jonathan E. Smith/WHO/EOP 
Stacie Spector/WHO/EOP 
Jennifer M. Palmieri/WHO/EOP 
Elena Kagan/OPO/EOP 
Laura Emmett/WHO/EOP 
Anne E. McGuire/WHO/EOP 
Tanya E. Martin/OPO/EOP 
Shirley S. Sagawa/WHO/EOP 

Message Sent" 

TO: ____________ ~--~~------------------------------------------
Karen Tramontano/WHO/EOP 
Bruce N. Reed/OPO/EOP 
Cathy R. Mays/OPO/EOP 
Charles R. Marr/OPO/EOP 
Ann F. Lewis/WHO/EOP 
Ruby Shamir/WHO/EOP 
Jonathan E. Smith/WHO/EOP 
Stacie Spector/WHO/EOP 
Jennifer M. Palmieri/WHO/EOP 
Elena Kagan/OPO/EOP 
Laura Emmett/WHO/EOP 
Anne E. McGuire/WHO/EOP 
Tanya E. Martin/OPO/EOP 
Shirley S. Sagawa/WHO/EOP 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Paul J. weinstein Jr. ( CN=Paul J. weinstein Jr./OU=OPD/O=EOP [ OPD ] ) 

CREATION DATE/TIME: 9-DEC-1998 12:11:24.00 

SUBJECT: Budget Charts 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP [ OPD ] ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP [ OPD ] ) 
READ: UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP [ WHO] ) 
READ:UNKNOWN 

TEXT: 
==================== ATTACHMENT 1 ==================== 
ATT CREA,TION TIME/DATE: 0 00:00:00.00 

TEXT: 
Unable to convert ARMS_EXT: [ATTACH.D38]MAIL440905442.326 to ASCII, 

The following is a HEX DUMP: 

FF575043A05B0300010A0201000000020500000049F30300000200005B5846BF34EAAD02883ACA 
20252076E08CA3B1C73D3A29EEF40C0436545CAFA00098DAC036893E1E7400B75C018A4AB661FB 
85DD3BFAEFDOC548D7DB1D7B3560B7E2BCB3DB4222EE015D52FD62B61A5A7195B19FBE134DD23E 
E812FCDDD46AFOF9C418F84F8779F416B4672EE1AE999F1ADA02DFAB4DE105646D15C231B5CA33 
350EC292DCB68BFE67B55D10058BOE082B391121F63EBC750E9AFC7FCB582F9F3037106C1087FF 
F24FDFOFD283E3E4FEEE747C8730085DEEBCF5D5226614F43954E97982025BEEC63C25107B4E45 
4CC779EA15E913919F3BFl185485F5E7975453984D79F979C50A9204A87CDD84B5ADBE5AAB31FD 
F12AF708E597COB818A9CEF2CC3AFFBAF910C8D7C411B55B732F5C88B80E5AB153BE1832C82A77 
C5204B992B45492C34BE0250339B09E6972A233C5EB52A4ED53420OF439254E8BOB2B4EAEB25C1 



DRAFT: CHILDREN AND FAMILIES 
USES OF FUNDS FOR FY 2000 BUDGET 

(Dollars in Billions) 

DISCRETIONARY Request OMB HHSIDOLIDOJ WH COMMENTS 
Priorities Passback 

FY 2000FY 2000 FY 2000 

Child Care Quality 0.182 0.182 

Appeal 

FY 2000 

FY99 advance 
appropriated 

Head Start** 4.997 4.997 +0.398 ** Participation goal 
dilemma 

FMLNPaid Leave 0.0 0.0 
Research Fund (DOL) 

Abortion Safety 0.0 0.0 

Abuse and Neglect 0.0 0.0 
Court Reform 

Transitional Living 0.Ql5 0.020 

**See attached one-pager for discussion. 

MANDATORY Request OMB 

.' 

Passback 

FY 2000-04 FY 2000-04 

CCDBG (Subsidies 
and Infant Fund)* 

Independent Living 0.175 0.175 

IV-E Extension for 0.0 0.0 
Foster Youth 

0.0 

0.0 

.0.0 

0.010 

0.045 

0.005 

0.0 

HHS 

Appeal 

FY 2000-04 

10.5 

WH 

Important next 
step 

High priority 

FLOTUS priority 

FLOTUS priority 

COM 
MENTS 

Priorities 

FY 2000-04 

Replaces FY99 
Subsidies and 
Early Learning 
Fund 

High priority 

c.0.050 . OMB holding 

In its base 

*For child care mandatory items, HHS made no specific FY2000 request and OMB made no specific passback; 
presumed request level for FY 2000 is taken from FY 1999 budget. 

Automated Records Management System 
i-lex·Oump Conversion 



DISCRETIONARY 
COMMENTS 

Vouchers 
Section 8 
WTW 

would go 

Family Incremental 
Subsidized Housing 

CDFIFund 

MANDATORY 

Green Bonds 

Tax Credit For 
Equity Investments 
In CDFIs 

Empowennent Zones II 

DRAFT: COMMUNITY EMPOWERMENT 
USES OF FUNDS FOR FY 2000 BUDGET 

(Dollars in Billions) 

Request 

FY2000FY 2000 

.289 

.125 

Request 

FY 2000-04 

1.0 

0.1 

.750 

OMB Treas/HUD WH 

Passback 

FY 2000 

11.408 
.144 

.204 

.144 

.100 

Appeal 

FY 2000 

11.717 
.289 

.927 

.564 

NIJ;\. .25 

Priorities 

.145 Deich 

along ifnot out 
HUDbudget. 

We asked for 
$125 last year 
and got $90.· 

OMB Treasury/HUD WH 

Passback 

FY 2000-04 

N/A N/A 

N/A N/A 

.750 

COM 
MENTS 

Appeal Priorities 

FY 2000-04 FY 2000-04 

0 Treasury 
dislikes, but 

NEC,OVP, 
CEQ, EPA, 

HUD support. 

0 Treasury will go 
along but Tax 
Policy doesn't 
like idea. 

Proposed in 
1996 budget. 

0 

Automated Records Management System 

Hex-Dump Conversion 



NEW CRIME INITIATIVES 
USES OF FUNDS FOR FY 2000 BUDGET 

(Dollars in Billions) 

DISCRETIONARY Request 
COMMENTS 

OMB· AGCY 

Passback Appeal 

FY 2000FY 2000 FY 2000 FY 2000 

COPS II 0.315 0.3 0.0 1.4 

Fireanns Enf. 
Initiative 0.021 0.006 0.0 .031 

Certainty of 
Punishment 0.060 0.005 0.0 0.100 

Coerced Abstinence 0.187 0.153 0.085 0.250 

WH 

Priorities 

$650 M in offsets 
and $650 M in 
new money 
identified; still 
$100 M short. 

Need $25 Min 
new funds for 
200 new agents 
and prosecutors 
($15 M for ATF; 
$10 M for 001). 
To be coupled 
w/$78 M already 
in budget for total 
of$109 M. 

Need $95 M to 
fund. Could be 
alternative to 
prison funding. 

Need $97 M to 
fund. Could be 
alternative to 
prison funding. 

Automated Records Management System 
Hex-Dump Conversion 



EDUCATION INITIATIVES 
USES OF FUNDS FOR FY 2000 BUDGET 

DISCRETIONARY 

21st Century After­
School Program 
(ending soc. Prom.) 

Choice 
Charter Schools 

Work-site schools 

RequestOMB 

FY 2000FY 2000 

300 

120 

Magnet Schools 104 114 
(for interdistrict magnets) 

High Schools at 120* 106 
Community Colleges 
(In Tech-Prep line item) 
* 10 million for this initiative 

Teacher Quality 
Teacher Quality and 175 
Refruitment (HEA Title II) 

Teacher Recruitment 
(Byrd Scholarship) 
*no funding included 
for this new initiative 

Reduce Unqualified 
Teachers 
(Eisenhower national) 
no funding included for 
this initiative. 

Mid-Career Teachers 
(expand Troops to 
Teachers) 

School Leadership 
(Eisenhower national) 

39.2* 

* 

50 

ED 
Passback 

FY 2000 

250 

110 

+14 

75 

39.2 

WH 
Appeal 

FY 2000 

+150 

+10 

+100 

COMMENTS 
Priorities 

+450 PQTUS priority 

+ 10 Keeps us on 
path to 3,000 

+10 expands public 

options 

+28 

+50 

+25 

+50 

school choice 

Passback meets 
our priority 

expands public 
school choice 
options 

use existing 
authority for 
new i)lltiative 

Automated Records Management System 
Hex,bwnp Conversion 



Education Refonn 
Education Excellence 
and Accountability 

(add to Title 1) 

Goals 2000 515 491 +100 

+200 Respond to 

+25 

POTUSFund 
priority for 

stronger 
accountability 

signal that 
G2K remains 
high priority 

Automated Records Management System 
Hex-Dump Conversion 



DISCRETIONARY 

Bioterrorism 
Superbug 
AoA Caregiver Program 
Nursing Home Quality 
Medicare LTC Education 
AIDS: Ryan White 
AIDS: CBC Initiative 
Race & Health 
Mental Health 
Asthma (only EPA funds) 
Rural emergency services 
FDA, Food Safety 
Children's GME 
000 Cancer, osteoporosis 
Biomedical Research 

TOTAL 
Subtotal: HHS Request 

MANDATORY 

Jeffords-Kennedy 
Medicare Buy-In 
Cancer Clinical Trials 
Medicaid Disability Equity Opti 
Medicaid for Foster Kids 
Legal Immigrant Kids 
CHIP Territories 
QMB Low-Income Reforms 
Kids' Outreach 

TOTAL 

DRAFT: HEALTH CARE 
USES OF FUNDS FOR THE IT 2000 BUDGET 

Requests 

2000 

0.370 
0.020 
0.150 
0.153 
0.025 
0.100 
0.100 
0.080 
0.100 
0.025 
0.050 
0.550 
0.150 

1.500 

3.373 
3.128 

Requests 

2000-04 

1.200 
1.700 
0.750 
0.110 
0.050 
0.100 
0.100 
0.000 
0.000 

4.010 

(Dollars in billions, fiscal years) 

OMB HHS 
Passback Appeal 

2000 2000 

0.152 + 0.218 
0.000 
0.010 +0.140 
0.107 + 0.013 
0.000 
0.072 
0.000 + 0.050 
0.000 + 0.103 
0.000 + 0.116 
0.000 + 0.050 
0.000 
0.127 + 0.263 
0.000 

0.049 + 1.500 

0.517 +2.453 
+2.453 

OMB 
Passback 

2000-04 

1.200 
0.000 
0.000 
0.110 
0.050 
0.100 
0.100 
0.000 
0.000 

1.560 

WH COMMENTS 
Priorities 

2000 

+0.090 High priority 
+ 0.010 Highpriority 
+ 0.140 Needed for LTC initiative 
+ 0.500 Needs $; mand & discr.; user fee unrealisti, 
+ 0.025 Needed for LTC initiative 
+ 0.050 OMB funding only minimum 
+ 0.050 Needed for CBC 
+0.050 High priority 
+ 0.100 VP priority 
+ 0.025 Funded through EPNmaybe Medicaid 
+ 0.025 POTUS interest/possible mandatory 
+ 0.050 Need $50 m for food safety 
+0.040 FLOTUS priority 

Want $200 million of 000 increase 

* VP priority (will need $500-75Om) 

+ 1.155 

Additions 
Priorities 

2000-04 

POTUS priority/disability comm. thinks in 
+ 1.700 POTUS priority 
+ 0.750 VP priority 

Important to disability community 
FLOTUS priority 
Last year's proposal 

Depending on baseline, budget neutral 

+2.450 

Automated Records Management System 
Hex-Dump Conversion 



DRAFT: NATIVE AMERICANS/FOOD SAFETYIEQUAL PAY 
USES OF FUNDS FOR FY 2000 BUDGET 

DISCRETIONARY Request 
COMMENTS 

FY 2000FY 2000 

Food Safety 
FDA $48.9 
CDC $18 
USDA $20 

Equal Pay 
EEOC $17.3 
DOL-OFCCP $10.4 

Native American 
Educ: 1000 Teachers $0 

Interior: Econ Dev $0 

Interior: BIA School 
Construction $108.8 

HHS-IHS budget $382 

(Dollars in Millions) 

OMB Agency 

Pass back Appeal 

FY 2000 FY 2000 

$0 $48.9 $48.9 
$0 $18 $18 
$20 ($30.5)* $30.5 

$0 $17.3 $17.3 
$0.383 $0 $10.4 

$0 $10 $10 

$0 $0 $1 

$78.3 $30.5 (to make up diff) 

$175 $207 (to make up diff) 

WH 

Priorities 

Admin. Priority 

Next step 

POTUS 
Executive order 

POTUS 
Directive 

Followup to 
FY99Req 

* Although no part of the Food Safety Initiative, USDA objects to denial of salary increases, arguing that this will cut 
the number of inspections and undercut the Initiative. 

Automated Records Management System 
Hex-Dump Conversion 
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DRAFT: TOBACCO 
USES OF FUNDS FOR FY 2000 BUDGET 

(Dollars in Billions) 

DISCRETIONARY Request 
COMMENTS 

Tobacco 

CDC 

FDA 

SAMHSA Survey 

Smoking Cessation 
Non-Defense 
Defense 

FY 2000FY 2000 

.243 

.184 

.4 

OMB 

Passback 

FY 2000 

.74 

.34 

o 

Agency 

Appeal 

WH 

Priorities 

FY 2000 

+.26 

+.66 

+.4 

+.90 
+.60 

Automated Records Management System 
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DISCRETIONARY 

Child Support 
Crackdown. 

Access to Jobs 
level 

Welfare-to-Work 
Housing Vouchers 

Targeted Substance 
Abuse Grants 

IDAs 

BRIDGE 

MANDATORY 

Welfare-to-Work 

• 

DRAFf: WELFARE 
USES OF FUNDS FOR FY 2000 BUDGET 

RequestOMB 

FY 2000FY 2000 

N.A. 

.150 

.289 
had 

.121 

.150 

RequestOMB 

(Dollars in Billions) 

Agency WH 
Pass back Appeal 

FY 2000 FY 2000 

N.A. N.A. 

.075 .150 

.144 .289 

.026 .60 

.012 ?? 

o N.A. 

DOL 
Passback Appeal 

+.092 

+.750 

COMMENTS 
Priorities 

'$8 mi to DOl 
$1.2 mi to HHS 

Full authorized 

+.144 Passback also 
up to 36,000 

Through svgs 
(Not all WTW) 

+.24 

+.13 

+.150 

WH 

About 1/3 for 
women w/ kids 

Presidential 
initiative 

TaskForce 
priority 

COMMENTS 
Priorities 

FY 2000-04 FY 2000-04 FY 2000-04 FY 2000-04 

6.5 N.A N.A. +5.0 

yet 

OMB has not 
passed back 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Andrea Kane ( CN=Andrea Kane/OU=OPD/O=EOP [ OPD l ) 

CREATION DATE/TIME: 9-DEC-1998 20:12:35.00 

SUBJECT: Two tidbits re: welfare budget priorities 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD l ) 
READ:UNKNOWN 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO l ) 
READ:UNKNOWN 

TO:. Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD l ) 
READ:UNKNOWN 

CC: Cynthia A. Rice ( CN=Cynthia A. Rice/OU=OPD/O=EOP @ EOP [ OPD l ) 
READ:UNKNOWN 

TEXT: 
Access to Jobs: I understand from DOT that they may have found a way to 
fund the full $150 M for FY 2000, but I'm trying to verify w/ OMB. 
Apparently OMB provided $200 M in passback for other transit· purposes, and 
the Department has indicated they want to use $75 M of that to add to the 
$75 M in guaranteed funding to reach the $150 M level. 

Substance Abuse: A study in the November issue of the American Journal of 
Public Health found that substance abusing welfare recipients were much 
less likely to leave welfare for jobs than other welfare recipients -- 30% 
of substance abusers exiting welfare did so because they got a job, 
compared with 52% of other welfare recipients existing the rolls (not a 
surprise,but it's always nice to have data). This was based on a 
longitudinal sample from 1989-1995, so it's pre-welfare reform. Overall, 
the study found about 15% of AFDC recipients in the· sample were substance 
abusers (generally consistent w/ other studies). The data illustrate that 
individuals w/ subst. abuse problems can work and do work, but that they 
face an extra challenge. It's nice support for having made substance 
abuse one of the factors that qualifies someone as 'hard to serve' for 
purposes of being eligible for the $3 B WtW grants, for continuing this 
focus, and for highlighting this popUlation in competitive grants. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Mickey Ibarra ( CN=Mickey Ibarra/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME: 9-DEC-1998 19:49:32.00 

SUBJECT: 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPO 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=E6p @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TEXT: 
---------------------- Forwarded by Mickey Ibarra/WHO/EOP on 12/09/98 
07:49 PM ---------------------------

Fred Duval 12/09/98 07:47:55 PM 

Record Type: Record 

To: Linda L. Moore/WHO/EOP 
cc: Jeffrey A. Forbes/WHO/EOP, Mickey Ibarra/WHO/EOP, Patrice L. 
Stanley/WHO/EOP, Emory L. Mayfield/WHO/EOP 
Subject: 

I trust you know that Gov Patton does not want POTUS to go to Kentucky 
after the SOU if the speech includes a tobacco tax. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Jose Cerda III ( CN=Jose Ce,rda III/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME: 9-DEC-1998 15:47:55.00 

SUBJECT: JUSTICES EXPRESS DOUBT ON LEGALITY OF ANTI-GANG ... 

TO: Thomas L. Freedman ( CN=Thomas L. Freedman/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Leanne A. Shimabukuro ( CN=Leanne A. Shimabukuro/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
FYI ... SCOTUS update on Chicago gang ordinance ... jc3 
---------------------- Forwarded by Jose Cerda III/OPD/EOP on 12/09/98 
03:46 PM ---------------------------

CERDA J @ Al 
12/09/98 03:42:00 PM 

Record Type: Record 

To: Jose Cerda III 
cc: 
Subject: JUSTICES EXPRESS DOUBT ON LEGALITY OF ANTI-GANG ... 

Date: 12/09/98 Time: 15:01 
SJustices express doubt on legality of anti-gang loitering law 

WASHINGTON (AP) A majority of Supreme Court justices, although 
told Chicago street gangs threaten "enormous evils, " voiced 
doubts Wednesday about a city law aimed at preventing gang members 
and their friends from hanging out in pUblic. 

"There is a concern here ... for arbitrariness of the police," 
Justice Sandra Day O'Connor said after being told the 
anti-loitering law resulted in 45,000 arrests in the three years it 
was enforced. 

In all, six of the nine justices criticized the sweeping power 
the 1992 ordinance gave to police. 

In a case watched closely by states and communities across the 
nation, the court must decide by July whether the ordinance is 
constitutional. State courts struck it down. 

"Gang crime is different from most every other form of criminal 
activity, " city lawyer Lawrence Rosenthal argued in seeking the 
ordinance's reinstatement. "Street gangs rely on their ability to 
terrorize the community." 

Police officers most often arrive on the scene only to see gang 
members "pretending to innocently loiter," Rosenthal said. 

Harvey Grossman, representing 66 people arrested under the 
ordinance, argued that personal freedoms' must limit crime-fighting 
efforts. "If you try to regulate conduct in a public forum, 
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you have to understand you will sweep in a multitude of human 
activity that this court would give protection to, " he said. 

He called the invalidated law too vague and overbroad. 
The ordinance required police to order any group of people 

standing around "with no apparent purpose" to move along if an 
officer believed at least one of them belonged to a street gang. 
Those who disregarded the order would be arrested. 

Justice David H. Souter found fault with the ordinance's 
"silent assumption" that "some purposes are worthy and some are 
not. I I 

"There usually is an apparent purpose for that which we call 
loitering, " he said, adding that such a purpose might be to sit 
down and watch the cars go by. 
• Justice Stephen G. Breyer worried that gang members' presence on 
street corners intimidates "people who are poor and honest" and 
wondered aloud whether any ordinance could help the city rein in 
street gangs. 

But he confessed "some concern" that the ordinance itself· 
might hassle some innocent people. 

During the 60-minute session, several justices seemed to search 
for workable alternatives. 

Justice Ruth Bader Ginsburg asked about an ordinance that would 
allow arrests of gang members only. 

O'Connor said a better law would "focus on some action, 
intimidation or seeking control of a physical area." 

Breyer asked whether the ordinance would be stronger if police 
could act only after seeing three or more gang members in one 
place. Souter suggested five or more and Justice John Paul Stevens 
upped it to 10 in one of his hypothetical questions. 

Justice Anthony M. Kennedy noted that the ordinance does not 
require police to tell people who are not gang members why they are 
being ordered to move and asked how such people should know they 
are doing something illegal. 

Only Chief Justice William H. Rehnquist and Justice Antonin 
Scalia voiced sympathy for the city's argument that the ordinance 
is a valid attempt to deal with what Rosenthal called "the 
enormous evils associated with gang loitering." 

Justice Clarence Thomas asked no questions .and made no comments. 
Rosenthal said, "Gang crime has been rising. More people are 

getting shot." 
Scalia offered him help by stating, "Gangs perpetuate 

themselves by showing themselves publicly. ' , 
But Grossman said the city failed to "make a distinction 

between innocent loitering and criminal loitering." 
The Clinton administration, 31 states, the National League of 

cities, U.S. Mayors Conference and National Governors Association 
are among those siding with Chicago in friend-of-the-court briefs. 

The ordinance's opponents include the NAACP and other civil 
rights groups, the National Law Center on Homelessness and Poverty 
and the National Black Police Association. 

A more liberal Supreme Court in 1972 struck down a Jacksonville, 
Fla., ordinance that prohibited "persons wandering or strolling 
around from place to place without any lawful purpose or object. ' , 

Such general anti-loitering ordinances, once common, were viewed 
by many as thinly veiled attempts to keep blacks out of certain 
towns and neighborhoods. 

Stevens, the highest court's only Chicago native, asked at one 
point how the city's black aldermen had voted. He was told six 
voted for the ordinance; eight opposed it. 
APNP-12-09-98 1515EST 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Michael Cohen ( CN=Michael Cohen/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME: 9-DEC-1998 10:18:17.00 

SUBJECT: education budget issues 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
In the process of working through the teaching and reform issues for the 
budget exercise, since our conversation yesterday, several things have 
become more clear to me. Most importantly, I think it is strategically 
wiser for us to put $200 million into a Title 1 accountability initiative 
than into a handful of teaching initiatives. Here's why: 

1. Given the uncertaintly about where we are (more importantly, where the 
President is) on a teacher quality piece in ESEA, the various teacher 
initiatives we have been working on make less and less sense to me as 
FY2000 initiatives. Simply put, in order for a handful of teacher quality 
initiatives to add up to something, they have to be leading toward a 
larger effort in ESEA. But since we don't quite know what ESEA will look 
like, its hard to take the first step. And we run the danger of proposing 
initiatives that are either too small to make much of, or too big 
(particularly in the out years) to commit to right now. A couple of 
examples: 
We've proposed a teacher recruitment initiative, focused on providing 
scholarhsips to the best high school kids if they would go into teaching. 
On its own terms, its a good idea. But by its very nature it has to be a 
long term initiative (you have to get the kids through 4 years of college 
and into the schoolhouse), and it has to grow over time in order to add 
new cohorts. A $50 million proposal in the first year then becomes a $250 
million item in the 5th year (about 1/6 to 1/3 of our overall teacher in 
itiative, depending on what we finally decide). I think thic could turn 
out to be too big a commitment to make now, without knowing the scale and 
shape of our over teaching package. 
At the other end of the spectrum, we've proposed a $50 million initiative 
to reduce the number of high school teachers teaching out of field. This 
could stay at $50 million a year, for 3-5 years, and probably get folded 
into most things we might do on teacher quality--and if not, just phase 
itself out after 3 years or so. However, on its own it lacks much sex 
appeal, and there aren't any compelling reasons I can think of for not 
just dealing with this in ESEA, and still getting the message value out of 
it now. 

2. In contrast, a new Education Excellence and Accountability Fund for the 
same $200 million or so would be a bigger deal on its own terms, and would 
clearly point to where POTUS wants to go .on this issue. It would help on 
message grounds, and give us something good to fight over on approps. I 
while it would lock us into a direction on ESEA before we have that all 
nailed down, in this case it would lock us into a direction that the 
entire WH wants to go in--a helpful development in our continuing discussi 
ons with ED. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Charles R. Marr ( CN=Charles R. Marr/OU=OPD/O=EOP [ OPD ] ) 

CREATION DATE/TIME: 9-DEC-1998 23:20:43.00 

SUBJECT: draft initiative lists 

TO: Wesley P. Warren ( CN=Wesley P. Warren/OU=CEQ/O=EOP @ EOP [ CEQ] ) 
READ: UNKNOWN 

TO: Sally Katzen 
READ: UNKNOWN 

CN=Sally Katzen/OU=OPD/O=EOP @ EOP [ OPD ] ) 

TO: Sylvia M. Mathews ( CN=Sylvia M. Mathews/OU=OMB/O=EOP @ EOP tOMB] ) 
READ: UNKNOWN 

TO: Robert L. Nabors ( CN=Robert L. Nabors/OU=OMB/O=EOP @ EOP [ OMB ] ) 
READ:UNKNOWN 

TO: Kerri A. Jones ( CN=Kerri A. Jones/OU=OSTP/O=EOP @ EOP [ OSTP ] ) 
READ:UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ:UNKNOWN 

TO: Bruce N. Reed (.CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ: UNKNOWN 

TO: Adrienne C. Erbach ( CN=Adrienne C. Erbach/OU=OMB/O=EOP @ EOP [ OMB ] ) 
READ: UNKNOWN 

TO: Melissa G. Green ( CN=Melissa G. Green/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ: UNKNOWN 

TEXT: 
Here are two draft versions of the initiative lists. One is divided by 
agency and the other is divided by category. Please check, especially the 
agency one, which OMB would like us to focus on, to make sure the 
initiatives are under the right agencies.' 

==================== ATTACHMENT 1 ==================== 
ATT CREATION TIME/DATE: 0 00:00:00.00 

TEXT: 
Unable to convert ARMS_EXT: [ATTACH.D82]MAIL478085545.326 to ASCII, 

The following is a HEX DUMP: 

FF575043CBIDOOOOOIOA02010000000205000000CF610000000200OOE3830645EFCB4EAF9CDC76 
E84DF6C897678E5A6B3C9F36CD531BC689FFDA20FIB9DIA8E984899BBC24FOE52F22EOCCDE84F2 
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FYOO Discretionary Initiatives 

Initiative by Agency Amount 
($ million) 

DEPARTMENT OF EDUCATION 

Adult Literacy 315-475 

Social Promotion! After School 450 

Teacher Quality . 
250 

Urban and Rural Computing Centers (or HUD or Commerce) 75-100 

Charter Schools and Choice 

Stay-in-College Initiative 

Title I Accountability Fund 

You Can Go to College Campaign . 

Technology for Disabled Americans 

Education Research 

SUBTOTAL 

DEPARTMENT OF LABOR 

Universal Re-employment 

Youth Employment 

FMLA and Paid Leave Research Fund 
. 

Child Labor Enforcement 

International Labor Standards 

Equal Pay (also EEOC) 

SUBTOTAL 

HHS 

Bioterrorism 

Superbug 

Long-term Care 

Diseases 

Rural Emergency Services 

60 

100 

200 

15-20 

40-60 

50 

1,555-1,765 

350-500 

150-250 

10 . 

3 

40 

20 

573-823 

90 

10. 

215 

305 

25 

Automated Records Management System 

Hex-Dump Conversion 



Tobacco -- Public Health (CDC) 27 

Tobacco -- FDA Enforcement 66 

Children's Hospitals 40 

SUBTOTAL 778 

HUD 

Housing Vouchers 145 

Abandoned Buildings 100 

SUBTOTAL 245 

SBA 

Trillion Dollar Roundtable 240 

DEPARTMENT OF TREASURY 

Trillion Dollar Roundtable (CDFD 25 

Firearms Enforcement 25 

Financial Consumer Bill of Rights 40-60 

SUBTOTAL 90-110 
. 

DEPARTMENT OF TRANSPORTATION 

Access to Jobs 75 

EPA 
-

Coastal Salmon Restoration 125 

Climate Investment Fund 250 

SUBTOTAL 375 

DEPARTMENT OF INTERIOR 

Lands Legacy and Livability 500-750 

CORPORATION FOR NATIONAL SERVICE 172 

DEPARTMENT OF STATE , 

Child Labor (AID) 20-30 

Microcredit 10 

SUBTOTAL 30-40 

NSF 

I r..t:~ur05 Manai emem;:,· Sle gym 
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Information Technology Initiative 50-65 

Digital Library for Education 10-40 

SUBTOTAL 60-105 

DEPARTMENT OF ENERGY 

Global Climate Change -- Research and Technology (also Ag, 165 
EPA) 

Integrated Science for Ecosystem Challenges 

SUBTOTAL 

VETERANS AFFAIRS 

Smoking Cessation 

DEPARTMENT OF JUSTICE 

copsn 

Redirect Prison Funds to Coerced Abstinence and 
Alternatives to Incarceration 

Child Support 

Medicare Suit 

Child Welfare Judicial Reform 

Abortion Safety 

SUBTOTAL 

AGRICULTURE 

Food Safety 

DEPARTMENT OF DEFENSE 

Information Technology Initiative 

Smoking Cessation 

Medical Research 

SUBTOTAL 

TOTAL 

15 

180 

90 

750 

190 

10 

20 

5 

5 

980 

75 

100 

60 

200 

360 

6.4-7.2 billion 

Automated Records Management System . 
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FYOO Discretionary Initiatives 

Initiative Amount 
($ million) 

I. EDUCATION AND TRAINING 

Adult Literacy 315-475 

Social Promotion! After School 450 

Universal Re-employment 350-500 

Teacher Quality 250 

Youth Employment 150-250 

Charter Schools and Choice 60 

Stay-in-College Initiative 100 

Title I Accountability Fund 200 

You Can Go to College Campaign 15-20 

Education Research 50 

II. HEALTH 

Bioterrorism 90 

Superbug 10 

Long-term Care 215 

Diseases 305 

Rural Emergency Services 25 

Children's Hospitals 40 

DoD Medical Research 200 
B 

III. URBAN, EMPOWERMENT, AND WELFARE 
liS 
>. en 

REFORM ~ 
E 
Q) 

Trillion Dollar Roundtable 275 

Housing Vouchers 145 

Urban and Rural Computing Centers 75-100 

OJ) 

'" 1a I:: 
~ 0 

~ 'a ... .. 
0 > 
<> c: 
'" 0 

I>:: U 

Child Support 10 

Abandoned Buildings 100 

"C n. 
'" 8 -'" :::J 
E. 0 
0 .:: :5 

-< ~ 

Access to Jobs 75 



IV. ENVIRONMENT , 

Coastal Salmon Restoration 125 

Lands Legacy and Livability 500-750 

Climate Investment Fund 250 

Global Climate Change -- Research and Technology 165 

V. NATIONAL SERVICE 172 

VI. TECHNOLOGY 

Information Technology Initiative 150-165 

Technology for Disabled Americans 40-60 

Digital Library for Education 10-40 

Integrated Science for Ecosystem Challenges 15 

VII. TOBACCO 

DoDN A Cessation 150 

Public Health (CDC) 27 

FDA Enforcement 66 

Medicare Suit 20 

VIII. WOMEN, CHILDREN AND FAMILIES 

Child Welfare Judicial Reform 5 

FMLA and Paid Leave Research Fund 10 

Abortion Safety 5 
fi 

IX. CRIME £. 
' .... 

COPS II 750 ~ 
8 ., 
<>0 

Firearms Enforcement 25 

Redirect Prison Funds to Coerced Abstinence and 190 
Alternatives to Incarceration 

OJ 

~ g 
~ "i?1 .... ., 
0 > 
(J t:: 
Q) 0 

t:r: U 

X. MISCELLANEOUS 

Child Labor, Labor Standards, and Anti-sweatshops 63-83 

"<:I c-., 
8 -OJ => E 0 

0 . 
!5 >< 
'< ~ 

Food Safety 75 

Financial Consumer Bill of Rights 40-60 

Equal Pay 20 



II TOTAL II 
6.4-7.2 billion 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Carolyn T. Wu ( CN=Carolyn T. Wu/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME: 9-DEC-1998 09:24:14.00 

SUBJECT: Americorps Mtg. scheduling 

TO: Cecilia E. Rouse ( CN=Cecilia E. Rouse/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Tanya E. Martin ( CN=Tanya E. Martin/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Jennifer M. Palmieri ( CN=Jennifer M. Palmieri/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Jonathan E. Smith ( CN=Jonathan E. Smith/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Ann F. Lewis ( CN=Ann F. Lewis/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Shirley S. Sagawa ( CN=Shirley S. Sagawa/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Anne E. McGuire ( CN=Anne E. McGuire/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Stacie Spector ( CN=Stacie Spector/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Ruby Shamir ( CN=Ruby Shamir/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP @ EOP [ OPD 1 
READ: UNKNOWN 

TO: Karen Tramontano ( CN=Karen Tramontano/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TEXT: 
Please let me know if 4 pm on Thursday (12/10), or Friday (12/10) at 11 am 
works for you or your principal. I apologize for the confusion. Thanks 
for your cooperation. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Nicole R. Rabner ( CN=Nicole R. Rabner/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME: 9-DEC-1998 15:15:14.00 

SUBJECT: Title X 

TO: Elena Kagan 
READ: UNKNOWN 

CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 

Jennifer L. Klein ( CN=Jennifer L. Klein/OU=OPD/O=EOP [ OPD 1 ) 
READ:UNKNOWN 

TEXT: 
Title X family planning seems to be in fairly good shape. First, the 
history: 

FY98 Enacted 
$203 mil 

FY99 Request 
$218 mil 

FY99 Enacted 
$215 mil 

This year's OMB/HHS budget negotiations: 

FYOO HHS Request 
$253 mil 

FYOO Passback 
$230 mil 

While OMB did not grant HHS its full requested increase for Title X, the 
passback does represent a 7 percent increase over the FY99 enacted level 
and the same dollar increase ($15 million) that we requested for FY99. 
HHS has not appealed the passback -- in large measure because the Health 
Resources and Services Administration (HERSA), which administers Title X, 
was cut in other, unrelated areas. In fact, Ryan White and family 
planning were the only two HERSA programs that were given any increase in 
passback. HHS/HERSA plans to spend any Title X increase in three areas: 
(1) augmenting current programs; (2) targeting adolescents before they 
become sexually active, and (3) strengthening male responsibility. 

I understand that ~ylvia Mathews met with the women's groups the day after 
passback, and the women's groups were already aware of the passback' 
level. While they did press Sylvia for a larger increase for family 
planning, they were pleased with our continued commitment to increasing 
the program. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Cynthia A. Rice ( CN=Cynthia A. Rice/OU=OPD/O=EOP [ OPD ] ) 

CREATION DATE/TIME: 9-DEC-i998 17:52:23.00 

SUBJECT: Info from Gruber on profits 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPO ] ) 
READ: UNKNOWN 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP[ WHO] ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ:UNKNOWN 

TEXT: 

Here's Gruber's memo on profits. I pasted his speadsheet in as the last 
page (it's readable when printed). I've left him a message to discuss 
next steps. ==================== ATTACHMENT 1 ==================== 
ATT CREATION TIME/DATE: 0 00:00:00.00 . 

TEXT: 
Unable to convert ARMS_EXT: [ATTACH.D56]MAIL44786354S.326 to 'ASCII, 

The following is a HEX DUMP: 

FF57 5 04 3 OC1802 00010A02 0 10 00 0 00 02 050000 00705B02 0 000 02 0 0002A5D8CBBABAF91.88B96 06E 
9E5F6AA44C72726AACE45EADD2C3324807E535233F76EFC53C205D973D414DE85EABB580B7896B 
4A66E498F824D19457D5FA94C239C7BF811365180639FA582F3CEA84AE5AD9C8C229FBD597951E 



Memo To: 

From: 

Re: 

Bruce Reed 
Cynthia Rice 

Jon Gruber 

Tobacco Company Profits 

I attach a preliminary calculation of the impact of the tobacco settlement, and resultant price 
increases, on tobacco company profitability. Taken at face value, the results are pretty stunning. 

Overview 

• I estimate that the industry as a whole will make $71-$97 billion in excess profits over 
the next 25 years as a result oftheir settlement-induced price increases. Calculated in 
present value terms (which is the correct way to look at it), this amounts to $30 to $42 
billion over 25 years. 

• I find that the industry loses money in 1998, as the fixed payments that they make exceed 
the price increases to date. But they make money every year thereafter, with a steady 
state increase in profits of about $2.6 to $3.5 billion, or as much as 25 cents per 
pack. 

• These calculations are subject to considerable uncertainty: 

There is still some uncertainty in what I have seen over what the fixed payments 
are to the original four states. 

The settlement contains language which reduces the volume adjustment for 25% 
of excess profits, but it is not clear how well this can be enforced. 

I am working with list prices, and there may be promotions/discounts from those 
prices which reduce profitability. For example, much ofthe gains from the most 
recent 45 cent increase in price were returned to consumers through a holiday 
discount through the end of 1998 

• Moreover, it is a bit unfair to look at the industry as a whole, since Phillip Morris is the 
price-leader, and it makes less money because it has a higher share of fixed payments and 
higher profits per pack today (so more of a cost to lowering volume by raising prices) .. 
Even accounting for these, however, PM .doeS seem to increase profits as well. 

• In summary, it seems very clear that this package of settlement payments and price 
increases will lead to a sharp increase in the long run profitability of the industry 
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Details of Calculations 

• I first increase the price of cigarettes by the set of price increases announced over the past 
15 months by the tobacco industry - 26 cents in a series of steps before the latest 45 cent 
increase. Following Gary Black's analysis, I do not count 6 cents of the price increase 
because this is standard annual price increase. So, on net, the industry is raising prices 
65 cents more than they otherwise would because of the settlement. 

• For simplification, I call this 20 cents in 1998 and 45 cents in 1999, even though a bit of 
the 1998 increase came in 1997 and the 45 cent increase came at the end of 1998. 

• This calculation therefore assumes that prices will continue to increase to offset inflation 
- that is, the base price has just risen 65 cents, and will continue to rise thereafter to stay 
constant in real terms. This is consistent with history - if anything, cigarette prices have 
been rising in real terms. 

• This calculation also ignores any reaction of state taxes or retail margins. Increases in 
either could lead to further volume declines, which would feed back to the ultimate 
calculations through foregone profits. But this should be small. 

Volumes 

• I use the standard Treasury model estimates ofthe price elasticity - a semi-log model with 
a price elasticity of -0.45 - to get the reduction in cig demand from this price increase. 

Payments 

• Payments under the AG settlement, both fixed and volume adjusted, are clearly laid out in 
the settlement documents. 

• Payments under the four existing state settlements are less clear. I am working from two 
sources: Gary Black's reports and OMB's numbers. Both agree on the out-year stream 
of volume adjusted payments, so I've used OMB's numbers for the volume adjusted 
payments in each year. But Black has a much higher figure for the fixed payments than 
does OMB - he has fixed payments over the next five years of$8.8 billion, as opposed to 
$4.7 billion from OMB. 

• As a result, I have done two cases: one using Black's fixed payments, and one using 
OMB's. Columns 1-3 of the attached spreadsheet shows the payment streams - the 
Volume Adjusted Payments (VA), and the fixed payments using Black (GB) and OMB 
(OMB), 
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Foregone Profits 

• An important component of costs is the fact that profits fall as prices rise and sales fall. I 
incoporate this at existing industry margins of 33 cents per pack. 

Net Profit Impact 

Columns 4-5 of the spreadsheet show the net impact on profits, for the two different 
assumptions on fixed payments. 

In either case, there is a loss in the first year, as the price increase for 1998 (before the 45 
cent rise of last month) is not enough to make the fixed payments due this year. But 
there are gains in every other year. 

The gains in 1999 are particularly large, because the volume adjusted payments are small, 
and there is a dip down in fixed payments. I estimate that in 1999 the industry will make 
around $10 billion in excess profits from this price increase. 

The gains then get smaller, but remain quite large; they are about $3.5 billion per year in 
the out years 

The final two rows show 25 year totals and 25 year presented discounted values. These 
are huge in either case. I find that over 25 years the industry makes almost $100 billion 
in excess profits, with a present discounted value of around $40 billion. 

Profit/pack 

Column (6) provides a rough check on the sensibility of these calculations by computing 
net profits per pack, for the Gary Black fixed costs case. In the out years, excess 
profits/pack are about 21 cents. This is sensible: 

Steady state volume adjusted payments are $9.4 billion. Since these are adjusted 
from a base of24 billion packs, this is 39 cents/pack. 

Steady state foregone profits are about $1 billion (33 cents per pack on roughly a 
3.3 billion pack decline in sales from baseline), which is about 42 cents/pack 

Prices are increasing by 65 cents, for a net gain of21.8 cents/pack. 

The difference between 21.8 and 20.7 (the figure in the spreadsheet) is the 
imperfect volume adjustment in the bill - firms only get credited 98% of decline in 
volume in their payments. 
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Excess Profits Adjustment 

• Exhibit E of the settlement, which describes the volume adjustment, has a provision that 
this adjustment shall be reduced by 25% of any increase in operating income of the 
industry from its base value. I don't know.if such a provision exists in the four state 
settlements - for now I assume that it does not. 

• It is unclear how well this can be enforced (see discussion below). But I do some 
calculations as well which assumes that it is perfectly enforced, so that I reduce the· 
amount of the AG volume adjustment by 25% of the net profit increase. 

These calculations are shown in columns 7-10 ofthe spreadsheet. For each of the two 
cases (GB and OMB), I first show the reduction in the volume adjustment due to excess 
profits, and then the resultant net profits after the 25% "tax". 

This adjustment lowers net profits significantly, but they are still huge - over $30 billion 
in net present value over 25 years. 

Phillip Morris 

One reason why these profits are so large is the pricing dynamic in the industry: Phillip 
Morris sets the price and others follow. But, Phillip Morris is doing significantly worse 
under this settlement than are the other players in the market, for two reasons: 

Caveat 

They pay a disproportionate share of fixed costs (68%, as opposed to only 42% of 
volume adjusted costs) 

They have a higher existing profit/pack, so declines in sales are more costly in 
dollar terms 

The second spreads beet goes through analogous calculations for PM, and finds that they 
do indeed do worse - they get significantly less than 42% of the net profits from this price 
increase. Nevertheless, over the long run, they still make significant profits, of at least 
$7 billion in net present value. 

These numbers are striking - a bit too striking. I am concerned that the Wall Street 
analysts aren't saying similar things. One difference could be promotions, which I do 
not incorporate. PM had a promotion through the end of this year which gave back to· 
retailers a large chunk of the gains from the 45 cent price increase. But this promotion 
is scheduled to end on January 3. 

I would like to check these calculations with someone like Gary Black before they were 
public in any form. We should discuss this. 
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GRUBER CALCULATIONS OF PROFIT IMPACTS OF SETTLEMENTS/PRICE.INCREASES _12/9/98 

Induslry-Wide 

Year 

1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 

., ·2 ·3 

lotal VA total fixe(lotal fixed 
paymenl!pay GB pay OMB 

660 
1015 

5089.8 
5782.5 
7095.8 
7350.8 

8364 
8364 
8364 
8364 

9352.9 
9352.9 
9352.9 
9352.9 
9352.9 
9352.9 
9352.9 
9352.9 
9352.9 
9352.9 

9364 
9364 
9364 
9364 
9364 

5889.2 
1591.2 
4013.2 
4087.2 
3436.2 
2726.2 

25.15 
25.15 
25.15 
25.15 

25 
o 
o 
o 

o 
o 
o 
o 
o 
o 
o 
o 
o 
o 

4549.2 
796.15 
3240.2 
3314.2 
3044.2 
2726.2 

25.15 
25.15 
25.15 
25.15 

25 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 

25 lotal 
25 pdv 

Phillip Morris Only 

Year 

1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 

., ·2 ·3 

total VA total fixe(total fixed 
payment!pay GB pay OMB 

285.6 
426.3 

2137.7 
2426.7 
2960.2 
3067.3 
3512.9 
3512.9 
3512.9 
3512.9 
3926.2 
3926.2 
3926.2 
3926.2 
3926.2 
3926.2 
3926.2 
3926.2 
3926.2 
3926.2 
3932.9 
3932.9 
3932.9 
3932.9 
3932.9 

4004.6 
1062.4 
2722.4 
2772.7 

2330 
1847.2 
10.563 
10.563 
10.563 
10.563 

10.5 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 

3093.4 
521.84 
2196.8 
2247.1 (i 

2063.5 
1847.2 
10.563 
10.563 
10.563 
10.563 

10.5 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 

25 total 
25 pdv 

profit 
GB 

·4 

-2297 
9674.9 
3572.6 
2888.8 
2357.6 
2828.7 
4691.8 
4662.6 
4633.5 
4604.7 
3809.8 
3810.8 
3786.9 
3763.1 
3739.5 

3716 
3692.6 
3669.4 
3646.4 
3623.4 
3592.5 
3569.9 
3547.4 
3525.1 
3502.9 

92612 
38885 

profit 
GB 

·4 

·2553 
3496.4 
295.77 

·10.5 
·60.53 
322.88 
1808.6 
1797.3 
1786.1 
1774.9 
1442.1 
1443.4 
1434.3 
1425.2 
1416.2 
1407.3 
1398.4 
1389.6 
1380.8 
1372.1 

1380 
1351.4 
1342 8 
1334.3 
1325.9 

29482 
10316 

profit 
OMB 

·5 

-957.1 
10470 

4345.6 
3659.8 
2749.6 
2826.7 
4691.8 
4662.6 
4633.5 
4604.7 
3809.8 
3810.8 
3786.9 
3763.1 
3739.5 

3716 
3692.6 
3669.4 
3646.4 
3623.4 
3592.5 
3569.9 
3547.4 
3525.1 
3502.9 

96685 
42258 

profit 
OMB 

·5 

·1842 
4037 

821.41 
515.14 
206.03 
322.88 
1608.6 
1797.3 
1788.1 
1774.9 
1442.1 
1443.4 
1434.3 
1425.2 
1418.2 
1407.3 
1398.4 
1389.6 
1380.8 
1372.1 

1360 
1351.4 
1342.8 
1334.3 
1325.9 

32252 
12610 

·6 

net prof it! 
pack. GB 

-0.1 
0.4745 
0.1814 
0.1478 
0.1235 
0.1488 
0.2476 
0.2475 
0.2475 
0.2475 
0.2067 

0.208 
0.208 
0.208 
0.208 
0.208 
0.208 
0.208 
0.208 
0.208 

0.2076 
0.2076 
0.2076 
0.2076 
0.2076 

·6 

net profit! 
pack - GB 

·0.263 
0.4083 
0.0365 
·2E-04 
-0.006 
0.0416 
0.2274 
0.2273 
0.2273 
0.2273 
0.1865 
0.1878 
0.1878 
0.1878 
0.1878 
0.1878 
0.1878 
0.1878 
0.1878 
0.1878 
0.1873 
0.1873 
0.1873 
0.1873 
0.1873 

., ·6 ·9 ·'0 

reduction net reduction net 
In VA GB profits GEin VA OMproflts OMS 

o 
38.526 
856.57 

721.7 
589.41 
707.16 
1172.9 
1165.6 
1158.4 
1151.2 
952.48 

952.7 
946.72 
940.77 
934.87 
928.99 
923.16 
917.35 
911.59 
905.85 
898.13 
892.48 
886.86 
881.27 
875.72 

25 tolal 
25 pdv 

., 

-2297 
9636.4 

2716 
2165.1 
1768.2 
2121.5 
3518.8 
3496.9 
3475.2 

·3453.5 
2857.4 
2858.1 
2840.2 
2822.3 
2804.8 

2787 
2769.5 
2752.1 
2734.8 
2717.8 
2694.4 
2677 .4 
2660.6 
2643.8 
2627.2 

71301 
30702 

·6 

o 
38.526 
856.57 
914.95 
687.41 
707.16 
1172.9 
1165.6 
1156.4 
1151.2 
952.46 
952.7 

948.72 
940.77 
934.87 
928.99 
923.16 
917.35 
911.59 
905.85 
898.13 
892.48 
886.86 
881.27 
875.72 

25 lotal 
25 pdv 

·9 

-957.1 
10431 
3489 

2744.9 
2062.2 
2121.5 
3518.8 
3496.9 
3475.2 
3453.5 
2857.4 
2858.1 
2840.2 
2822.3 
2804.6 

2787 
2769.5 
2752.1 
2734.8 
2717.6 
2694.4 
2677 .4 
2660.6 
2643.8 
2627.2 

75083 
33864 

·'0 

reduction net reduction net 
In VA GB profits Glin VA OMprofits Of 

o 
16.181 
73.941 

o 
o 

80.721 
452.16 
449.33 
446.53 
443.73 
360.51 
360.85 
358.57 
356.31 
354.08 
351.83 

349.6 
347.4 
345.2 

343.02 
340 

337.85 
335.71 
333.58 
331.47 

25 10·lal 
25 pdv 

·2553 
3480.2 
221.82 

-10.5 
-60.53 
242.16 
1356.5 

1348 
1339.6 
1331.2 
1081.5 
1082.5 
1075.7 
1068.9 
1062.2 
1055.5 
1048.8 
1042.2 
1035.6 
1029.1 

1020 
1013.5 
1007.1 
1000.7 

994.4 

22313 
7870.9 

o 
16.181 
205.35 
128.78 
51.508 
80.721 
452.16 
449.33 
446.53 
443.73 
360.51 
360.85 
358.57 
356.31 
354.06 
351.83 

349.6 
347.4 
345.2 

343.02 
340 

337 85 
335.71 
333.58 
331.47 

25 total 
25 pdv 

-1642 
4020.8 
616.05 
386.35 
154.52 
242.16 
1356.5 

1348 
1339.6 
1331.2 
1081.5 
1082.5 
1075.7 
1068.9 
1062.2 
1055.5 
1048.8 
1042.2 
1035.6 
1029.1 

1020 
1013.5 
1007.1 
1000.7 

994.4 

24771 
9929.1 
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RECORD TYPE:" PRESIDENTIAL (NOTES MAIL) 

CREATOR: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP [ OPD 1 ) , 

CREATION DATE/TIME:10-DEC-1998 10:33:17.00 

SUBJECT: Weekly Health Care Strategy Meeting 

TO: Daniel N. Mendelson ( CN=Daniel N, Mendelson/OU=OMB/O=EOP @ EOP [ OMB 1 ) 
READ: UNKNOWN 

TO: Karen E. Skelton ( CN=Karen E. Skelton/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Amy Weiss ( CN=Amy Weiss/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Minyon Moore ( CN=Minyon Moore/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Jennifer L. Klein ( CN=Jennifer L. Klein/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Devorah R. Adler ( CN=Devorah R. Adler/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Jonathan M. Young ( CN=Jonathan M. Young/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Michael Waldman ( CN=Michael Waldman/OU~WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: David W. Beier ( CN=David W. Beier/O=OvP @ OVP [ UNKNOWN 1 ) 
READ:UNKNOWN 

TO: Barbara D. Woolley ( CN=Barbara D. Woolley/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Jeanne Lambrew ( CN=Jeanne Lambrew/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Christopher C. Jennings ( CN=Christopher C. Jennings/OU=OPD/O=EOP @ EOP [ OPD 1 
READ: UNKNOWN 

CC: Teresa M. Jones ( CN=Teresa M. Jones/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Gina C. Mooers CN=Gina C. Mooers/OU=OMB/O=EOP @ EOP [ OMB 1 ) 
READ: UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [WHO 1 ) 
READ: UNKNOWN 

CC: Jason H. Schechter ( CN=Jason H. Schechter/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

CC: Rhonda Melton ( CN=Rhonda Melton/O=OVP @ OVP [ UNKNOWN 1 ) 



• 
ARMS Email System· 

READ: UNKNOWN 

CC: Jocelyn A. Bucaro ( CN=Jocelyn A. Bucaro/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TEXT: 
We will be having the weekly Health Care Strategy Meeting today at 4:00 
p.m. in Bruce Reed's office. 

Page 2 of2 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME:10-DEC-1998 16:58:49.00 

SUBJECT: Reminder: DPC person to work on Millenium 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TEXT: 
Ellen Lovell's office (Amy Hickox) wants to talk to someone from DPC· to 
make sure that their ideas are on track for the State of the Union. Who 
do you think they should talk to? Paul? Tom? 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Paul J. weinstein Jr. ( CN=Paul J. weinstein Jr./OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME:10-DEC-1998 13:18:09.00 

SUBJECT: 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Andrea Kane ( CN=Andrea Kane/OU=OPD/O=EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Cynthia A. Rice ( CN=Cynthia A .. Rice/OU=OPD/O=EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
DO For $15 million within CDFI, we could fund the first year of 
the PRIME Act. Treasury has requested that this not be taken out of the 
$100 million in passback, but be included within any increase in CDFI. 
That means you could seek a $35 million expansion of CDFI -- last year we 
got $90 million, but we requested $125, the $35 million would make the 
President's request again $125 instead of the $100 million OMB has 
recommended -- and fully fund the PRIME Act. The PRIME bill has a real 
focus on very low-income clients and has strong support from 
microenterprise community and on Capitol Hill (especially, Kennedy and 
Domenici). Over four years, the legislation provides $105 million over 4 
years for training and capacity building. 

PRIME authorizes the CDFI Fund to establish a microenterprisetechnical 
assistance and capacity building grant program that would award grants on 
a competitive basis to eligible enterprise development organizations and 
programs. PRIME is not intended to provide funds for lending, but rather 
to make money available for training both for entrepreneurs and for' 
microfinance institutions. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME:10-DEC-1998 13:14:50.00 

SUBJECT: Aerican Cancer Society Mtg. 

TO: Cynthia A. Rice ( CN=Cynthia A. Rice/bU=OPD/O=EOP @ EOP [. OPD 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

.TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Christopher C. Jennings ( CN=Christopher C. Jennings/OU=OPD/O=EOP @ EOP [ OPD 1 
READ:UNKNOWN 

CC: Devorah R. Adler ( CN=Devorah R. Adler/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Teresa M. Jones ( CN=Teresa M. Jones/bU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP @ EOP [ OPD 1 
READ: UNKNOWN 

TEXT: 
There will be a meeting with Linda C~awford from the American Cancer 
Society and Steve Lawton from Hogan and Hartson Monday December 21 at 
11:00 in Bruce's office. They want to present you with a new tobacco 
proposal. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Jose Cerda III ( CN=Jose Cerda III/OU=OPD/O=EOP [ OPD 1 ) 

CREATION OATE/TIME:10-0EC-199B 17:38:04.00 

SUBJECT: FYI: AG, Jack and Deich have 7pm conference call to try and strike budget 

TO: Elena Kagan ( CN=E!ena Kagan/OU=OPO/O=EOP @ EOP [ OPO 1 ) 
READ: UNKNOWN 

TO: Leanne A. Shimabukuro ( CN=Leanne A. Shimabukuro/OU=OPO/O=EOP @ EOP [ OPO 1 ) 
READ:UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPO/O=EOP @ EOP [ OPO 1 ) 
READ: UNKNOWN 

TEXT: 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP [ OPD I ) 

CREATION DATE/TIME:10-DEC-1998 10:22:45.00 

SUBJECT: Weekly Strategy Meeting 

TO: Vicky_Stroud ( Vicky_Stroud @ ed.gov@inet [ UNKNOWN I ) 
READ: UNKNOWN 

TO: Amy Weiss ( CN=Amy Weiss/OU=WHO/O=EOP @ EOP [ WHO I ) 
READ: UNKNOWN 

TO: Barbara Chow ( CN=Barbara Chow/bu=OMB/O=EOP @ EOP [ OMB I ) 
READ: UNKNOWN 

TO: Michael Cohen ( CN=Michael Cohen/OU=OPD/O=EOP @ EOP [ OPD I ) 
READ:UNKNOWN 

TO: Cecilia E. Rouse ( CN=Cecilia E. Rouse/OU=OPD/O=EOP @ EOP [ OPD I ) 
READ: UNKNOWN 

TO: Shirley S. Sagawa ( CN=Shirley S. Sagawa/OU=WHO/O=EOP @ EOP [ WHO I ) 
READ:UNKNOWN 

TO: Broderick Johnson ( CN=Broderick Johnson/OU=WHO/O=EOP @ EOP [ WHO I ) 
READ:UNKNOWN 

TO: Janet Murguia ( CN=Janet Murguia/OU=WHO/O=EOP @ EOP [ WHO I ) 
READ: UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD I ) 
READ: UNKNOWN 

TO: Charles R. Marr ( CN=Charles R. Marr/OU=OPD/O=EOP @ EOP [ OPD I ) 
READ:UNKNOWN 
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CC: MaryEllen C. McGuire ( CN=MaryEllen C. McGuire/OU=WHO/O=EOP @ EOP [ WHO I ) 
READ: UNKNOWN 

CC: Jason H. Schechter ( CN=Jason H. Schechter/OU=WHO/O=EOP @ EOP [ WHO I ) 
READ: UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO I ) 
READ: UNKNOWN 

CC: Chantell S. Long ( CN=Chantell S. Long/OU=OPD/O=EOP @ EOP [ OPD I ) 
READ: UNKNOWN 

CC: Sandra Yamin ( CN=Sandra Yamin/OU=OMB/O=EOP @ EOP [ OMB I ) 
READ: UNKNOWN 

CC: Mindy E. Myers ( CN=Mindy E. Myers/OU=WHO/O=EOP @ EOP [ WHO I ) 
READ:UNKNOWN 

CC: Sonyia Matthews ( CN=Sonyia Matthews/OU=OPD/O=EOP @ EOP [ OPD I ) 
READ:UNKNOWN 

TEXT: 
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We will be having the Weekly Education Strategy Meeting today at 5:15 p.m. 
in Bruce Reed's office. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Thomas L. Freedman ( CN=Thomas L. Freedman/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME:10-DEC-1998 16:59:12.00 

SUBJECT: meetings 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1. ). 
READ:UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

CC: MarY,L. Smith ( CN=Mary L. Smith/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TEXT: 
1. Tobacco quota. A reminder that we should decide if there is anything 
else to advise USDA about the quota issue that will arise early next 
week. (I think they are on the only course they can take.) 

2. Food Safety Meeting. The food meeting 
closed to the press, you might want to do 
Neal Lane to make sure we are on the same 
been talking with Cliff G.) 

Other. 

is 12/16, and though it is 
another meeting beforehand with 

page re:budget etc. (we have 

3. Milwaukee. I mentioned to Bruce an incident on-going in Milwaukee 
that was on p.32 of the Milwaukee paper. Someone has threatened to 
infect a meat packing plant with the AIDS virus. USDA has put a hold on 
the plant's output (which is now many millions of pounds) while the FBI 
investigates. Hopefully, it will be cleared up soon. Glickman is 
treating it seriously and is in close contact with law enforcement. I will 
keep you informed if there is another development. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Jennifer M. Luray ( CN=Jennifer M. LurayjOU=WHOjO=EOP [ WHO 1 ) 

CREATION DATEjTIME:10-DEC-1998 11:29:54.00 

SUBJECT: Abortion provider study released today 

TO: Robin Leeds ( CN=Robin LeedsjOU=WHOjO=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Jennifer L. Klein ( CN=Jennifer L. KleinjOU=OPDjO=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Elena Kagan ( CN=Elena KaganjOU=OPDjO=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Nicole R. Rabner ( CN=Nicole R. RabnerjOU=WHOjO=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Martha Foley ( CN=Martha FoleyjOU=WHOjO=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Ann F. Lewis ( CN=Ann F. LewisjOU=WHOjO=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TEXT: 
A study of abortion services is being by released by Alan Guttmacher 
Institute today, embargoed until Friday, which has two main findings of 
interest: 

l)The number of dilation and extraction procedures (the recognized medical 
procedure which most closely resembles "partial birth") performed in 1996 
was estimated to be 650 out of a total of 1.36 million abortions. This is 
similar t.o the number AGI put out at the begininng of the late-term 
debate. 

2)There has been a sharp decline (14% between 1992 and 1996) in the 
overall number of facilities providing abortions. The decline occured 
primarily in hospitals and physician practices (ie, not in clinics). This 
is a drop of 85 providers per year, compared to a drop of 51 per year 
between 1998 and 1992. 

I'm not recommending any immediate follow-up but wanted to make you all 
aware that these numbers would be out there. 

I have copies of the study for those who are interested. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Maria Echaveste ( CN=Maria Echaveste/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME:10-DEC-1998 18:30:25.00 

SUBJECT: NCLR 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Sally Katzen ( CN=Sally Katzen/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

CC: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Sylvia M. Mathews ( CN=Sylvia M. Mathews/OU=OMB/O=EOP @ EOP [ OMB 1 ) 
READ: UNKNOWN 

CC: Gene B. Sperling ( CN=Gene B. Sperling/OU=OPD/O=EOP @ EOP. [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
Sally and Elena--we know everyone is really busy but· a meeting with NCLR 
would be very helpful before we finish the initiatives process--for lots 
of reasons--I've asked Leslie to set up this meeting for late next week, 
if Gene can't do it, Sally will you please attend and Elenga--you're 
critical. 
---------------------- Forwarded by Maria Echave"ste/WHO/EOP on 12/10/98 
06:28 PM ----~----------------------

Maritza Rivera 
12/10/98 01:41:14 PM 
Record Type: Record 

To: Maria Echaveste/WHO/EOP 
cc: 
Subject: NCLR 

I have been trying for over a week to get someone from NEC to meet with 
NCLR without success. In addition, Cecilia told me that you all had a 
conversation about possibly Elena Kagan being a good person to meet with 
them. I have e-mailed Laura Emmet (Elena) and Sally Katzen to try and get 
something set up. I have not heard at all from NEC and Laura suggested 
they meet with Julie Fernandes and would try to put it in Elena's 
schedule. I don't think Julie is the proper person for this particular 
meeting on a myriad of budget issues. Time is a moving. Would you mind 
sending Elena and Sally an e-mail to see if they will be willing to meet 
with them, unless of course you disagree. Thank you. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Carolyn T. Wu ( CN=Carolyn T. Wu/OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME:10-DEC-1998 10:28:28.00 

SUBJECT: Americorps Mtg. scheduling 

TO: Cecilia E. Rouse' ( CN=Cecilia E. Rouse/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Tanya E. Martin ( CN=Tanya E. Martin/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Laura Emmett 
READ: UNKNOWN 

CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
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TO: Jennifer M. Palmieri ( CN=Jennifer M. Palmieri/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Jonathan E. Smith ( CN=Jonathan E. Smith/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Ann F. Lewis ( CN=Ann F. Lewis/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Shirley S. Sagawa ( CN=Shirley S. Sagawa/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Anne E. McGuire ( CN=Anne E. McGuire/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Stacie Spector ( CN=Stacie Spector/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Ruby Shamir ( CN=Ruby Shamir/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Karen Tramontano ( CN=Karen Tramontano/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TEXT: 
This meeting will be rescheduled for Monday or Tuesday due to conflicting 
schedules. THank you for your cooperation. 
---------------------- Forwarded by Carolyn T. Wu/WHO/EOP on 12/10/98 
10:27 AM ---------------------------

Carolyn T. Wu 
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12/09/98 09:22:44 AM 
Record Type: Record 

To: See the distribution list at the bottom of this message 
cc: 
Subject: Americorps Mtg. scheduling 

Please let me know if 4 pm on Thursday (12/10), or Friday (12/10) at 11 am 
works for you or your principal. I apologize for the confusion. Thanks 
for your cooperation. 

Message Sent 

TO: ________ ~--~~~~------------------------------------------
Karen Tramontano/WHO/EOP 
Bruce N. Reed/OPO/EOP 
Cathy R. Mays/OPO/EOP 
Ann F. Lewis/WHO/EOP 
Ruby Shamir/WHO/EOP 
Jonathan E. Smith/WHO/EOP 
Stacie Spector/WHO/EOP 
Jennifer M. Palmieri/WHO/EOP 
Elena Kagan/OPO/EOP 
Laura Emmett/WHO/EOP 
Anne E. McGuire/WHO/EOP 
Tanya E. Martin/OPO/EOP 
Shirley S. Sagawa/WHO/EOP 
Cecilia E. Rouse/OPO/EOP 

Page 2 of2 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME:10-DEC-1998 13:51:18.00 

SUBJECT: ebb spin 

TO: Elena Kagan (CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
Ex-WH CoS Eriskine Bowles (D) "is nearing a decision on whether" to run 

for 
gov., "weighing a political career vs. various business 

opportunities." Since leaving DC in 
late Oct., "Bowles has been surveying party leaders about a poss 

ible" gov. bid in 2000. ' 
He has also "received a number of attractive business offers, 

prompting rumors that he is 
giving second thoughts to running" for gov. Bowles: "I haven't 

made a decision. I'm not 
having second thoughts on anything. This is a process that I 

had planned to go through. 
I haven't found a soul who said that I couldn't be a very good 

governor. The reaction my 
candidacy has been very positive .... I am not a politician and 

never wanted to be one. I 
have to decide whether this is something I can do and do well. 

My big question is 
twofold. Can I jam this square peg in a round hole? Can this 

nonpolitician go out there 
and be a political candidate? If I get in this race, I want to 

win. I am not willing to go 
negative. I don't know if you can win if you don't go 

negative." Bowles said he hopes to 
make a decision by Christman, New Year's at the latest. Other 

potential Dems: LG 
Dennis Wicker and AG Mike Easley. Potential GOPers ': House GOP 

leader Leo 
Daughtry, Raleigh Mayor Tom Fetzer and ex~Charlotte Mayor 

Richard Vinroot 
("Dome," Raleigh News & Observer, 12/10). (Back to Contents) 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Julie A. Fernandes ( CN=Julie A. Fernandes/OU=OPD/O=EOP [ OPD ] 

CREATION DATE/TIME:10-DEC-1998 18:36:36.00 

SUBJECT: Civil rights initiative 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ: UNKNOWN 

TO: Paul J. weinstein Jr. ( CN=Paul J. weinstein Jr./OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ: UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO ] ) 
READ: UNKNOWN 

CC: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ:UNKNOWN 

TEXT: 
Attached is a rough asssessment of the possible components of an enhanced 
civil rights initiative. This proposal would result in a $101 million· 
civil rights initiative for FY 2000. This total does not include a 
proposed $25 million to fund a Civil Rights Corps initiative (outlined as 
part of the attached). This also does not include the $27.7 million Wage 
Discrimination (Equal Pay) initiative. 

OMB's recommendation would result in a $40.5 million increase for civil 
rights enforcement over FY 1999 funding levels (including EPA civil 
rights, tribal courts, and Community Relations Service -- three items not 
included in the civil rights package last year). 

The attached chart compares FY 1998 actual, FY 1999 actual, FY 2000 
request, FY 2000 pass-back, and FY 2000 suggested enhancements. 

julie==================== ATTACHMENT 1 ==================== 
ATT CREATION TIME/DATE: 0 00:00:00.00 

TEXT: 
Unable to convert ARMS_EXT: [ATTACH.D14]MAIL48974074B.326 to ASCII, 

The followin$ is a HEX DUMP: 

FF57504348200000010A02010000000205000000788600000002000002BFF60E33C78999210678 
BBF30EAB26A8DD80514D197BE8E7113D242029498738922182B07BOCAOF41D867COD6B8FD751D5 
417434DE3433653DC4465696959FC12CA3C4BE61793601325E02BA4A40E3E5258DE8CF2F8A5711 



1. EEOC 

FY99 actual: $279 million 
FYOO request: $355 million 
FYOO OMB: $288 million 
FYOO JF: $312 million (= additional $24 million) 

Proposed t()tal increase over FY 1999 = $33 million 

Last year, the EEOC received a $37 million increase, from $242 million to $279 million, 
to reduce the average time it takes to process a complaint from over 9 months to 6 
months, and the current backlog from 64,000 to 28,000 cases, by the end of2000. For 
FY 2000, the agency requested an increase of$76 million. These additional resources 
would be used to: (1) continue progress in reducing the backlog; (2) outreach to 
underserved communities; (3) wage discrimination enforcement initiative and outreach; 
(4) data collection; and (5) technology improvements and training. OMB has passed 
back a $9 million increase for FY 2000. EEOC has appealed, and now asks for an 
additional $40 million over the OMB mark (for a total of$328 million). This would 
represent a 17% increase over the FY 1999 funding level. 

Last year's increase of$37 million was significant. The FY 2000 budget should 
continue to demonstrate our commitment to this agency's work.· The $9 million increase 
recommended by OMB does not demonstrate such a commitment. We could 
recommend an increase of$24 million over the OMB mark for FY 2000 to support (1) 
enhanced technology and training ($10 million); (2) streamlining the federal EEO 
program to ensure compliance with the requirement that those requesting a hearing obtain 
one within 180 days ($6 million); (3) increasing investigative staff($6 million); (4) 
maximizing the effectiveness of ADR activities by hiring additional ADR stafffor field 
offices ($1 million); and (5) outreach to underserved communities ($1 million). 

These increases do not include the $17.3 million that the EEOC has asked for their Wage 
Discrimination (Equal Pay) initiative. 

Automated Records Management System 
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2. HUD 

FY99 actual: $40 million 
FYOO request: $67 million 
FYOO OMB: $42 million 
FYOO JF: $57 million (= additional $15 million) 

Proposed total increase over FY 1999 = $17 million 

Last year, the Administration proposed a $22 million increase for Fair Housing and Equal 
Opportunity at HUD to increase emphasis on reducing discrimination and ensuring equal 
opportunity in housing. Part ofthis increase ($10 million) was to support a nation-wide 
testing initiative to "take the temperature" of housing discrimination throughout the 
country. HUD received a $10 million increase for fair housing activities, including $7.5 
million for the testing initiative. This year, OMB is recommending a $2 million increase 
for fair housing activities at HUD. 

For FY 2000, HUD has requested $67 million -- a $27 million increase -- to support fair 
housing activities: Of that total, $15 million is proposed to fund a new partnership 
initiative (the Fair Housing Partnership) to focus on new and underserved populations by 
ensuring the full protection ofthe Fair Housing Act and other civil rights laws (including 
immigrants, rural populations, people with disabilities, and the homeless). The request 
includes a $7.5 million set-aside for both the Fair Housing Assistance Program (FHAP; 
funds state and local enforceme~t agencies) and the Fair Housing Initiatives Program 
(FHIP; funds private fair housing groups). In order to receive a portion ofthe proposed 
Partnership set-aside, State and local fair housing enforcement agencies and eligible 
private entities would be required to submit applications outlining the duties of each 
applicant, and the process by which they will work together. The Partnership would 
require state and local law enforcement agencies (which have enforcement authority, but 
have had limited success in reaching out to underserved populations) and private groups 
(that are traditionally community based, but without any enforcement authority) to engage 
in strategic planning in order to focus and coordinate their fair housing activities. 

We could recommend an additional $15 million to fund the Fair Housing Partnership. 

Automated Records Management System 
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3. Civil Rights Division 

FY99 actual: $ 68 million 
FYOO request: $ 79 million 
FYOO OMB: $ 76 million 
FYOO JF: $ 84 million (= additional $8 million) 

Proposed total increase over FY 1999 = $16 million 

Last year, the Administration proposed a 10 percent increase for the Civil Rights Division 
-- from $65 to $72 million -- to permit the Department to continue its efforts in enforcing 
the laws that provide civil and criminal protections from discrimination, including the 
Civil Rights Act of 1964, the Fair HousingAct, and the Americans with Disabilities Act. 
The Civil Rights Division received an increase of approximately $3 million in the final 
budget package, resulting in a total budget of $68 million. 

The Civil Rights Division has requested $79 million for FY 2000. OMB has 
recommended a $8 million increase to $76 million. 

This increase, while respectable, could be improved upon. We could propose an 
additional $8 million for the Civil Rights Division that would include: (1) a $2 million 
increase for criminal civil rights enforcement (hate crimes; violence against abortion 
clinics; worker exploitation; and misconduct by law enforcement); (2) a $2 million 
increase in enforcement against housing and lending discrimination; (3) $2 million to ., 
continue and further expand the Division's ADA initia~ives; and (4) $2 million to prepare 
for the review, required by the Voting Rights Act, of numerous redistricting that will 
follow the 2000 Census, and to obtain necessary technology improvements. 

Automated Records Management System 
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4. Department of Education, OCR 

FY99 actual: $66 million 
FYOO request: $73 million 
FYOO OMB: $71 million 
FYOO JF: $73 million (= additional $2 million) 

Proposed total increase over FY 1999 = $7 million 

Last year, the President proposed a$6 million increase for the OCR at Education -- from 
$62 million to $68 million -- to fund technology improvements to increase productivity 
and customer service. These additional funds were also designed to be used to enable 
the Department of Education to continue to invest sufficient resources in higher education 
desegregation reviews and to focus on building partnerships with States to address 
statewide compliance with civil rights laws. In the final budget agreement, OCR 
received $66 million. 

For FY 2000, OCR has requested $73 million, a $7 million increase over FY 1999. 
OMB has passed back a $5 million increase, to $71 million. We could recommend full 
funding of OCR's original request, equal to an additional $2 million, which would allow 
them to fund (1) a demographic survey ofthe universe of elementary and secondary 
public school district, (2) necessary technology enhancements, and (3) increased 
provision of on-site technical assistance. The survey would be the first in over 25 years 
to provide a comprehensive demographic picture of the nation's at-risk students and 
would a useful tool for both enforcement and compliance work. Data from the survey 
could provide information on trends to Department of Education components, other 
federal agencies (such as DO] and HHS) and other stakeholders (such as public schools, 
advocacy groups, and research organizations). 

Automated Records Man 
H D agement System 

ex- ump Conversion 



5. Department of Health and Human Services, OCR 

FY99 actual: $21 million 
FYOO request: $23 million 
FYOO OMB: $22 million 
FYOO JF: $25 million (= additional $3 million) 

Proposed total increase over FY 1999 = $4 million 

Last year, the Administration sought and received an increase for HHS's Office of Civil 
Rights, increasing its funding from $20 to $21 million. For FY 2000, HHS has requested 
a $2 million increase -- to $23 million -- to continue its focus on preventative activities 
such as compliance reviews and technical assistance to ensure that persons do not 
encounter discrimination in HHS programs, including in the areas of managed care, 
access to care for minorities and people with disabilities, inter-ethnic adoption, provision 
of services limited English proficient services, and the T ANF program. OMB has 
recommended a $1 million increase for FY 2000. We could seek an additional $3 
million, bringing their total to $25 million for FY 2000. This increase would further 
support existing efforts including technology enhancement, staff training and skills 
development, and program travel. Funds could also be directed toward improving data 
collection regarding the extent of discrimination in the provision of health care or welfare 
servIces. 
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8. Community Relations Service 

FY99 actual: $8 million 
FYOO request: $9.5 million 
FYOO OMB: $9.5 million 
FYOO JF: $13 million (= additional $3.5 million) 

Proposed total increase over FY 1999 = $5 million 

The Community Relations Service (CRS) was funded at $8 million in FY 1999. They 
requested an increase to $9.5 million for FY 2000 to enhance their current ability to 
respond to racial unrest in communities (like Jasper, TX) by increasing staff (with an 
emphasis offield and regional conciliators) and enhanced technology. The OMB 
passback reflects this increase .. We could recommend an additional $3.5 million to (1) 
provide community mediation and conflict resolution training to local governments, law 
enforcement, community groups and other stakeholders (techniques that can be used by 
communities as an alternative to litigation); (2) better allow the CRS to fulfill their 
commitment to provide technical assistance on hate crimes to the 93 U.S. attorneys 
around the country; and (3) support their effort to serve as a clearinghouse for racial 
dialogues and promising practices (picking up on the Race Initiative's work). 

9. Tribal Courts 

Tribal courts are essential to the maintenance of law and order in Indian communities, 
and thus provide an important part ofthe infrastructure necessary for community security 
and economic development. . Our continued support for tribal courts is vital to the civil· 
rights and self-determination interests of Indian people. In its FY 2000 budget, the 
Department of Justice asked for $10 million to support tribal courts. OMB has passed 
back $5 million. We could recommend that DOJ receive the full $10 million to support 
tribal courts. 

Proposed total increase over FY 1999 = $5 million 

10. Civil Rights Corps 
Chris Edley has suggested a program to support state attorneys general in their civil rights 
work. This could be structured as a $25 million initiative that provides formula grants to 
states to support civil rights work in their attorney general offices (similar to HUD's 
Federal Housing Assistance Program (FHAP) that provides funds to state and/or local fair 
housing agencies). This could provide $500,000 per state, which would allow for the 
hiring of staff and technical assistance to local law enforcement entities (including county 
and city attorneys). 

Proposed total increase over FY 1999 = $25 million 
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Civil Rights Enforcement Funding 
(Budget authority, in millions of dollars) 

1998 1999 1999 1998-19 2000 2000 JF 
Actual Request Actual 99 Request pass-b Suggest 

Increase ack 
. 

Equal Employment Opportunity 242 279 279 37 355 288 312 
Commission 

Department of Housing and Urban 30 52 40 10 67 42 57 
Development, Fair Housing Activities 

Department of Justice, Civil Rights 65 72 68 2 79 76 84 
Division 

Department of Labor, Office of Federal 62 68 65 3 87 74 74 
Contractor Compliance Efforts 

Department of Education, Office of Civil 62 68 66 4 73 71 73 
Rights 

Department of Health and Human 20 21 21 1 23 22 25 
Services, Office of Civil Rights 

Department of Agriculture Ii 19 21 4 23 23 23 

U.S. Commission on Civil Rights 9 9 9 0 16 11 11 

Department of Transportation, Office of 6 7 7 1 8 7 7 
Civil Rights 

Department of Labor, Civil Rights Center 5 5 5 0 6 6 6 

EPA -- Office of Civil Rights 2 2 2 0 2 2 2 

Community Relations Service 8 9.5 9.5 I3 

Tribal Courts 5 10 5 10 

Total 596 636.5 697 

1/ The FY 1998 supplemental bill added $2 million to civil rights programs at the Department of 
Agriculture, bringing the FY 1998 enacted level to $17 million, from $15 million. The President's initiative 
included the original $15 million for the Department of Agriculture, which is the number used in the totals on this 
spreadsheet. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Andrea Kane ( CN=Andrea Kane/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME:I0-DEC-1998 10:09:30.00 

SUBJECT: Your thoughts reo WtW Competitive Grants 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

CC: Cynthia A. Rice ( CN=Cynthia A. Rice/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
DOL is working on the notice for the next round of WtW competitive 
grants. We think they are envisioning a single large competition in '99, 
rather than several rounds as we. had this year. We'd like your input reo 
"set asides" and timing before discussing w/ DOL tomorrow. 

They have proposed setting aside $30 M for a separate subcompetition for 
each of three priority areas -- disabilities, non-custodial parents, and 
transportation. We were planning to suggest adding (1) substance abuse 
and (2) basic skills/ESL (maybe under a category called integrated work 
and learning). If we had to prioritize, I'd suggest dropping 
transportation since we've got Access to Jobs and WtW grantees can still 
do transportation even w/o a subcompetition (but apparently this is a 
priority for the Secretary). The dollar level also seems rather low ( 
we're verifying what % of the total available this is). 

DOL's proposed schedule is to publish the notice on January 12th, followed 
by a series of bidders conferences around the country beginning Jan. 
14th. We think it would make more sense to delay a week til after SOU. 
secretary Herman could then use this to amplify any SOU messages reo 
literacy, substance abuse, fathers, and WtW reauthorization. What do you 
think? 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Cynthia A. Rice ( CN=CynthiaA. Rice/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME:10-DEC-1998 12:55:39.00 

SUBJECT: REMINDER: TANF State Information--pls check this state list 

TO: Andrea Kane ( CN=Andrea Kane/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
Bruce -- If you have any additional states you want info on, please let me 
know ASAP 

cynthia A. Rice 
12/08/98 04:19:33 PM 
Record Type: 

To: Bruce 
cc: Andrea 
Subject: 

Record 

N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Laura Emmett/WHO/EOP 
Kane/OPD/EOP 

TANF State Information--pls check this state list 

This is HHS's list of 'weak on work' states for which they are gathering 
the info you asked for, 
Does this seem like a good list? 

Illinois, New York, California, Ohio, Florida, Pennsylvania, Texas, Hawaii, 
DC, Washington, West Virginia, Rhode Island, New Mexico, and Minnesota. 

r 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP [ OPD ) ) 

CREATION DATE/TIME:10-DEC-1998 10:45:38.00 

SUBJECT: DPC Passback 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD ) ) 
READ: UNKNOWN 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO) ) 
READ: UNKNOWN 

TO: Cathy R. Mays ( CN=Cathy R. Mays.lOU=OPD/O=EOP @ EOP [ OPD ) ) 
READ: UNKNOWN 

TEXT: 
---------------------- Forwarded by Bruce N. Reed/OPD/EOP on 12/10/98 
10:45 AM ---------------------------

Bruce N. Reed 
12/10/9810:34:31,AM 
Record Type: Record 

To: Jacob J. Lew/OMB/EOP 
cc: 
Subject: DPC Passback 

Here's a revised list of new initiatives: 

Level 
HEALTH 
Bioterrorism/Superbug 
LT care 
family care giver; 

for education) 
Diseases 
AIDS, 50 for race & health, 

mental health, 25 for asthma) 
Rural 

Cut 

10 
80 

105 

o 

New 

90 
135, [120 for 

200 [50 for minority 

75 for 

25 
Childrens GME 
DOD Health 

[First Lady initiative; discuss w/Melanne) 
[Earmark within DOD budget) 

EDUCATION 
End social Promotion 100 350 
Teacher Quality 250 o 
Charters & Choice 20 40 
Title I Acctability Fund o 200 

TOBACCO o 207 

WELFARE 
Child Support o 10 

Page 10f2 
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• I~ 

Access to Jobs 25 50 
Vouchers 145 0 [unless helps 
w/HUD appeal) 

WOMEN/CHILDREN 0 20 

SERVICE 72 100 

MISCELLANEOUS 
Food Safety 25 50 
Equal Pay 0 20 

CRIME 
COPS II 100 650 
Guns 0 25 
Certainty 0' Punishment 45 50 [earmark out of 
prison funds) 
Coerced Abstinence 45 50 [earmark out 
of prison funds) 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CRE~TOR: Charles R. Marr ( CN=Charles R. Marr/OU=OPD/O=EOP [ OPD 1 ) 

CREATION DATE/TIME:10-DEC-1998 13:58:01.00 

SUBJECT: 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
Teach quality in agency version OMB has. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP [ OPD 1 .) 

CREATION DATE/TIME:10-DEC-1998 11:23:05.00 

SUBJECT: Re: Meeting on tobacco recoupment 

TO: Cynthia A. Rice ( CN=Cynthia A. Rice/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Jeanne Lambrew ( CN=Jeanne Lambrew/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TO: Christopher C. Jennings ( CN=Christopher C. Jennings/OU=OPO/O=EOP @ EOP [ OPO 1 
READ:UNKNOWN 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ: UNKNOWN 

CC: Teresa M. Jones ( CN=Teresa M. Jones/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

TEXT: 
Meeting -- 3:30 tomorrow, 12/11, works. See you then. 
---------------------- Forwarded by Cathy R. Mays/OPO/EOP on 12/10/98 
11:21 AM ---------------------------

Teresa M. Jones 
12/10/98 11:20:08 AM 
Record Type: Record 

To: Cathy R. Mays/OPD/EOP 
cc: 
Subject: Re: meeting on tobacco recoupment 

3:30pm tomorrow (12/11) is OK for both Chris and Cynthia. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Melissa M. Murray ( CN=Melissa M. MurrayI.OU=WHO/O=EOP [ WHO 1 ) 

CREATION DATE/TIME:10-DEC-1998 18:15:00.00 

SUBJECT: Tobacco Czar 

TO: Elena Kagan 
READ: UNKNOWN 

CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD 1 ) 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ: UNKNOWN 

CC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO 1 ) 
READ:UNKNOWN 

CC: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/O=EOP @ EOP [ OPD 1 ) 
READ:UNKNOWN 

TEXT: 
Bruce has just gotten an influx of calls regarding POTUS appointing a 
tobacco czar. He doesn't know anything about this and asked me to check 
with you to find out what was going on. Thanks for your help. 
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL) 

CREATOR: Cynthia A. Rice ( CN=Cynthia A. Rice/OU=OPD/O=EOP [ OPD ] ) 

CREATION DATE/TIME:10-DEC-1998 13:52:57.00 

SUBJECT: Revised memo on profits from Gruber 

TO: Elena Kagan 
READ:UNKNOWN 

CN=Elena Kagan/OU=OPD/O=EOP @ EOP [OPD ] ) 

TO: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EOP @ EOP [ WHO] ) 
READ: UNKNOWN 

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=OPD/O=EOP @ EOP [ OPD ] ) 
READ: UNKNOWN 

TEXT: 
I am sharing this and the ,related spreadsheet with Treasury and OMB. 

==================~= ATTACHMENT 1 ==================== 
ATT CREATION TIME/DATE: 0 00:00:00.00 

TEXT: 
Unable to convert ARMS_EXT: [ATTACH.D88]MAIL476593640.326 to ASCII, 

The following is a HEX DUMP: 

FF575043810C0000010A02010000000205000000864100000002000062A7AC3047485461D1D853 
88516EADFOE419B7C572186B9EB28226AA29926CD451BCA0871FBE19OE8B33DODEF6D2661AD4BF 
5410872F349A18B3F2C4507A98FD48E626921BDOOCC32COC30C1EED9D413A05D3CB1670C973D47 
530BF7608350FB55C3951848B1895F83156A92B1C5C9235F5D191F8F67DBD80800F268E8673D84 



To: Cynthia Rice 

From: Jon Gruber 

Re: Noodling Around on Excess Profits 

Cynthia -

Here is a spreadsheet which presents some preliminary calculations on excess profits. There is 
clearly some refining that can be done, but the results are striking. Here is a quick overview of 
what I've done here. I'm happy to talk more to provide further details: 

• I first increase the price of cigarettes by the set of price increases announced over the past 
15 months by the tobacco industry - 26 cents in a series of steps before the latest 45 cent 
increase. Following Gary Black's analysis, I do not count 6 cents of the price increase 
because this is standard annual price increase. So, on net, the industry is raising prices 
65 cents more than they otherwise would because of the settlement. 

• For simplification, I call this 20 cents in 1998 and 45 cents in 1999, even though a bit of 
the 1998 increase came in 1997 and the 45 cent increase came at the end of 1998. 

• This calculation therefore assumes that prices will continue to increase to offset inflation 
- that is, the base price has just risen 65 cents, and will continue to rise thereafter to stay 
constant in real terms. This is consistent with history - if anything, cigarette prices have 
been rising in real terms. 

• This calculation also ignores any reaction of state taxes or retail margins. Increases in 
either could lead to further volume declines, which would feed back to the ultimate 
calculations through foregone profits. But this should be small. 

Volumes 

• I use the standard Treasury model estimates of the price elasticity - a semi-log model with 
a price elasticity of -0.45 - to get the reduction in cig demand from this price increase. 

Payments 

• Payments under the AG settlement, both fixed and volume adjusted, are clearly laid out in 
the settlement documents. I layout each type of payment. For each, I report whether 
the payment is volume adjusted (V A) and adjusted for the four pre-existing settlements 
(NS). 

But one key issue is timing. I assign settlement payments to the year in which 
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they are due (generally due on April 15). Gary Black, in his analysis, assigns 
them to the previous year, treating them like tax payments. From an economic 
perspective, his approach makes more sense. But, from the perspective of 
actually measuring the profits of the industry over a given year, my approach is 
correct - they won't actually make the payments until April 15 the next year. 
This is clearly something that deserves more thought. 

• Following Gary Black, I incorporate 500 million/year in lawyers fees. This is actually 
uncertain - it will be the result of arbitration. Gary Black tells me that the industry is 
actually saying this will be more like $1 billion/year. 

• Payments under the four existing state settlements are less clear. Gary Black (in his 
November 24 report) reports total payments under the four state settlements, but doesn't 
divide this into volume adjusted vs. fixed. I've made a fairly arbitrary split, by assuming 
that after 1998 the volume adjusted payments are $1.36 billion each year, and the fixed 
part is the difference between this and his total. Clearly, this needs some refinement. 

• The volume adjustment factor is just based on declines in volumes from baseline. The 
pre-existing states factor comes directly from the settlement. Using these, I come up 
with total payments due from the industry. 

Foregone Profits 

• An important component of costs is the fact that profits fall as prices rise and sales fall. I 
incoporate this at existing industry margins of 33 cents per pack. 

Net Profit Impact 

• I then compute total incremental revenues, using the price increases discussed above. 
Subtracting payments from this, I get net profit impacts. 

• There is a loss in the first year, as the price increase for 1998 (before the 45 cent rise of 
last month) is not elJough to make the fixed payments due this year. But there are gains 
in every other year. 

• The gains in 1999 are particularly large, because the volume adjusted payments are small, 
and there is a dip down in fixed payments. I estimate that in 1999 the industry will make 
over $9 billion in excess profits from this price increase. 

Once again, the year-year assessment of profits is very sensitive to how you time 
the payments relative to inflows. 

• The gains then get smaller, but remain quite large; they are about $3 billion per year in 
the out years 
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• The final two rows show 25 year totals and 25 year presented discounted values. These 
are huge in either case. I find that over 25 years the industry makes over $80 billion in 
excess profits, with a present discounted value of around $34 billion. 

Profit/pack 

• I then go through an alternative calculation as a check on my results, by doing things on a 
per pack basis. 

• I first add up total volume adjusted and total fixed payments separately. I then convert to 
a total payment per pack, adjusting the first type of payment, and not the second, for 
declines in packs. 

• I compare this to the price increase, and, after adjusting for foregone profits on a per-pack 
basis, come up with net profit per pack . 

• Multiplying by number of packs, I get a very similar result to the earlier calculations. 

Excess Profits Adjustment 

• Exhibit E of the settlement, which describes the volume adjustment, has a provision that 
this adjustment shall be reduced by 25% of any increase in operating income of the 
industry from its base value. I don't know if such a provision exists in the four state 
settlements - for now I assume that it does not. 

• It is unclear how well this can be enforced (see discussion below). But I do some 
calculations as well which assumes that it is perfectly enforced, so that I reduce the 
amount of the AG volume adjustment by 25% of the net profit increase. 

• These calculations are shown in the remaining columns of the spreadsheet. I first 
measure 25% of profits, and then compare that to the dollar amount of the volume 
adjustment. I reduce the volume adjustment by 25% of profits, if positive, but I don't 
reduce the volume adjustment below zero. 

• This adjustment lowers net profits significantly, but they are still huge - over $26 billion 
in net present value over 25 years. 

Phillip Morris 

One reason why these profits are so large is the pricing dynamic in the industry: Phillip 
Morris sets the price and others follow. But, Phillip Morris is doing significantly worse 
under this settlement than are the other players in the market, for two reasons: 

They pay a disproportionate share of fixed costs (68%, as opposed to only 42% of 
volume adjusted costs) 
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They have a higher existing profit/pack, so declines in sales are more costly in 
dollar terms 

The second spreadsheet goes through analogous calculations for PM, and finds that they 
do indeed do worse - they get significantly less than 42% of the net profits from this price. 
increase. Nevertheless, over the long run, they still make significant profits, of at least 
$6.4 billion in net present value. 

Comparisons with Gary Black 

• Gary Black's November 24th report has similar calculations .. He also finds significant 
excess profits, of about 20 cents per pack. But there are a few differences worth noting. 

• First, as emphasized above, is a timing difference. Black treats all payments due early in 
year t+ 1 as being effective in year t. This means that he has the industry losing money 
in 97, making money in 98, and making some money in 99, but not as much as I do. In 
the long run, this is not a significant issue. But over the first few years-this timing issue 
does matter. If! were you I would consult with Tax Policy about the right way to treat 
this. 

• Black also has money for both lawyers fees and payoffs to farmers. For lawyers, he and I 
both assume $500 million, although he has this growing to $750 million in 1999; but the 
bill says a cap of $500 million .. For farmers, he is putting in $500 million based on his 
political judgement that the industry will payoff farmers to buy off any Southern 
Congressmen who want federal legislation to help farmers. 
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