NLWJC - KAGAN
EMAILS CREATED
ARMS - BOX 012 - FOLDER 007

[6/26/1997 - 7/10/1997]



Withdrawal/Redaction Sheet
Clinton Library

DOCUMENT NO. SUBJECT/TITLE DATE RESTRICTION
AND TYPE
001. email Elena Kagan to Leanne A. Shimabukuro et.al. Subject; crack. [partial] 07/06/1997  P6/b{6)
(1 page)
002. email Elena Kagan to Michael Cohen et.al. Subject: Urgent: Tax bill may 07/06/1997  P6/b(6)

slash graduate stipends. [partial] (2 pages)

COLLECTION:
Clinton Presidential Records
Automated Records Management System [Email]

WHO ([From Elena Kagan])
OA/Box Number: 500000

FOLDER TITLE:
[06/26/1997 - 07/10/1997]

2009-1009-F
ab830
RESTRICTION CODES
Presidential Records Act - [44 U.S.C. 2204(a)] 5 Freedom of Information Act - [5 U.S.C. 552(b)]
P1 National Security Classified Information [(a)(1) of the PRA| b(1) National security classified information [(b)}(1) of the FOIA]
P2 Relating to the appointment to Federal office [(a)(2) of the PRA] b(2) Release would disclose internal personnel rules and practices of
P3 Release would violate a Federal statute [(a)(3) of the PRA] an agency [(b)Y(2) of the FOIA]
P4 Release would disclose trade secrets or confidential commercial or b(3) Release would violate a Federal statute [(b}(3) of the FOIA)
financial information [(a)(4) of the PRA] b(4) Release would disclose trade secrets or confidential or financial
P5 Release would disclose confidential advice between the President information [(b)(4) of the FOIA]
and his advisors, or between such advisors [a)(5) of the PRA] b{6) Release would constitute a clearly unwarranted invasion of
P6 Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA]
personal privacy [(a)}(6) of the PRA] b{7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]
C. Closed in accordance with restrictions contained in donor's deed b(8) Release would disclose information concerning the regulation of
of gift. financial institutions {(b)(8) of the FOIA]
PRM. Personal record misfile defined in accordance with 44 U.S.C. b(9) Release would disclose geological or geophysical information
2201(3). concerning wells [(b}9) of the FOIA]

RR. Document will be reviewed upon request.



ARMS Email System ' Page 1 of 1
RECORD TYPE: PRESIDENTIAL (NOTES MATIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OQU=OPD/0=EOP [ OPD ] )

CREATION DATE/TIME:26-JUN-1997 12:41:52.00

SUBJECT: Re: Immigration Meeting

TO: Mark Hunker { CN=Mark Hunker/OU=WHO/O=EQP @ EOP [ WHO ] )
READ : UNKNOWN

TEXT:

We know what our legislative proposal will be (the widest one of all the
options), but we are trying to get counsel's office to press DCJ on
administrative action. They have a meeting scheduled later this week T
think.
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ARMS Email System

RECORD TYPE: PRESIDENTIAL

Page 1 of 2

(NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/0=EOP [ OPD ] )

CREATION DATE/TIME:26-JUN-19%7 10:38:01.00

SUBJECT: Re: Weekly Report

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

READ : UNKNOWN

CC: Bruce N. Reed ( CN=Bruce N. Reed/OU:bPD/O:EOP [ oPD ] )

READ : UNKNOWN

CC: Paul J. Weinstein Jr. (
READ : UNKNOWN

CN=Paul J. Weinstein Jr./0QU=0PD/0O=EOP @ EOP [ OPD ] )

CC: Christa Robinson ( CN=Christa Robinson/QU=0PD/O=ECP @ EOP [ OPD ] )

READ : UNKNOWN

CC: Nicole R. Rabner ( CN=Nicecle R. Rabner/OU:WHO/O=EOP [ wHO ] )

READ : UNKNOWN

CC: Jonathan Prince ( CN=Jonathan Prince/QU=WHO/O=ECP @ EOP [ WHO ] )}

READ : UNKNOWN

CC: Jeanne Lambrew ( CN=Jeanne Lambrew/QU=0OPD/O=EOP @ EOP [ OPD ] )

READ : UNKNOWN

CC: William R. Kincaid ( ¢N=William R. Kincaid/OU=0PD/O=EOP @ EOP [ OPD ] )

READ :UNKNOWN

CC: Eric P. Goosby ( CN=Eric P. Goosby/OU=0PD/O=EQP @ EOP [ OPD ] )

READ : UNKNOWN

CC: Diana Fortuna ( CN=Diana Fortuna/OU=0PD/O=ECP [ OPD ] )

READ : UNKNOWN

CC: Michael Cohen ( CN=Michael Cochen/QU=CPD/0O=EQP @ EOP [ OPD ] )

READ : UNKNOWN

CC: Jose Cerda III ( CN=Jose Cerda III/OU=0PD/O=ECP @ EOP [ OPD ] )

READ : UNKNOWN

CC: Leanne A. Shimabukuro {
READ : UNKNOWN

CN=Leanne A. Shimabukuro/OU=OPD/O=EOP @ EOP [ OPD ] )

CC: Cynthia A. Rice ( CN=Cynthia A. Rice/OU=0PD/O=EQOP @ EOP [ OPD ] )

READ : UNKNOWN

CC: Cathy R. Mays ( CN=Cathy R. Mays/OU=OPD/0O=ECP @ EOP [ OPD 1)

READ : UNKNOWN

CC: Jennifer L. Klein ( CN=Jennifer L. Klein/QU=0PD/O=EQOP @ EOP [ OPD ] )}

READ : UNKNOWN

CC: Christopher C. Jennings
READ : UNKNOWN

{ CN=Christopher C. Jennings/0OU=0PD/O=EQP @ EOP [ QOPD ] )}

CC: Thomas L. Freedman {( CN=Thomas L. Freedman/OU=0PD/O=ECP @ EOP [ OPD ] )

READ : UNKNOWN

CC: Elizabeth Drye ( CN=Elizabeth Drye/OU=0PD/0=ECP @ EOP [ OPD ] )

http://172.28.127.30:8082/ARMS/servlet/getEmail Archive?URL_PATH=/nlcp-1/Arms405/who/...  4/17/2009



ARMS Email System Page 2 of 2

READ : UNKNOWN

CC: Sarah A. Bianchi ( CN=Sarah A. Bianchi/OU=0MB/O=EQOP @ EOP [ OMB ] )
READ : UNKNOWN

TEXT:

The health and welfare folks should provide summaries of Congrssional
action (for health, on medicare, medicaid and children, and for welfare,
on the 53 bilion, privatization, and flsa). Mike: I think it may make
sense to do a paragraph or two on the c-best issue; let me know if you
disagree. Jose/Leanne: the same for our immigration issues. Thanks.

http://172.28.127.30:8082/ARMS/servlet/getEmail Archive?URL_PATH=/nlcp-1/Arms405/who/...  4/17/2009



ARMS Email System : Page 1 of 1

RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=QPD/O=EOP { OPD ] )
CREATION DATE/TIME:28-JUN-1997 16:21:49.00

SUBJECT: meeting

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

TEXT:

Unable to convert ARMS_EXT: [MESSAGE.D23]MAIL43709587Z.116
The following is a HEX dump of the file:

http://172.28.127.30:8082/ARMS/servlet/getEmail Archive?URL_PATH=/nlcp-1/Arms405/who/... ~ 4/17/2009



ARMS Email System ' ' - Pagelofl
RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EQOP [ OPD ] )

CREATION DATE/TIME:29-JUN-1997 13:35:54.00

SUBJECT: Re: Religious Freedom

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

TEXT:
It really should be counsel's office. (The reason I know about this
religious freedom directive is that I worked on it when I was there.) If

you think we could be of help, though, we'd be glad to pitch in.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL}

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=ECP [ OPD ] )
CREATION DATE/TIME:30-JUN-1997 09:19:54.00

SUBJECT: directive

TO: Lynn G. Cutler ( CN=Lynn G. Cutler/OU=WHO/O=EQOP @ EQOP [ WHO ] )
READ : UNKNOWN

TEXT:
Have you had a chance to look at the Indian country law enforcement
directive? 1Is it OK with you?
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ARMS Email System

RECORD TYPE: PRESIDENTIAL {NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/Q=EQP [ OPD ] )
CREATION DATE/TIME:30-JUN-1997 19:43:43.00

SUBJECT: WOMEN'S MEETING THIS WEEK

TO: Laura Emmett { CN=Laura Emmett/OU=WHC/O=EOP @ EQOP [ WHO ] )
READ : UNKNOWN ‘

Kim B. Widdess
06/30/97 07:41:48 PM
Record Type: Record
To: See the distribution list at the bottom of this message
cc: See the distribution list at the bottom of this message
Subject: WOMEN'S MEETING THIS WEEK
There will be a Women's meeting this week on Thursday at %9am in room 100.
Unfortunately, due to scheduling difficulties we will not be joined by our
guest pollsters. However, please hold Thursday, July 10 and Thursday,

July 17 for meetings with the pollsters.

Thank you!

Message Sent

‘To:

Ann F. Lewis/WHO/EOP
Ellen M. Lovell/WHQ/EOP
Lucia F. Gilliland/OVP @ OVP
Susan M. Liss/OVP @ OVP
Lynn G. Cutler/WHO/EOP
Minyon Moore/WHO/EOP
Maria Echaveste/WHO/EQP
Susan A. Brophy/WHO/EOP
Sylvia M. Mathews/WHO/EOP
Robin Leeds/WHO/EOP
Cheryl M. Carter/WHO/EOQOP
Elena Kagan/OPD/EOP

Karen E. Skelton/WHO/EOP

Message Copied

TO:

Katharine Button/WHO/EOP
Kevin S. Moran/WHO/EOP
Marjorie Tarmey/WHO/EOP
Suzanne Dale/WHO/EOP
Laura Emmett/WHO/EOP
June G. Turner/WHO/EOP
Nicole R. Rabner/WHO/EOP

Page 1 of 2
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., ARMS Email System Page 2 of 2

Jennifer L. Klein/OPD/EOP
Sondra L. Seba/WHC/EOP

http:/172.28.127.30:8082/ARMS/servlet/getEmailArchive?URL_PATH=/nlcp-1/Arms405/who/...  4/17/2009



ARMS Email System Page 1 of 63
RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP [ OPD ] )

CREATION DATE/TIME:30-JUN-1997 05:16:34.00

SUBJECT: Summary Materials for Today's Tax Announcement

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

TEXT:
please prunt out.

Russell W. Horwitz
06/30/97 09:06:31 AM

Record Type: Record

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

Subject: Summary Materials for Today's Tax Announcement

Please find attached a packet of summary documents for today's
announcement. It includes a fact sheet, distribution table and examples
of how families fare under the plan.

The second attachment is a chart on distribution which can be attached to
the packet.

The third attachment is intermal talking points.

The fourth is a 1-pager for mayors and local officials.

Message Sent

To:

Lori L. Anderson/WHQ/EQOP
Barry B. Anderson/OMB/ECP
Brenda M. Anders/WHO/EOP
Kenneth 8. Apfel/OMB/EOQP
Eli G. Attie/WHO/EOP
Donald A. Baer/WHOQ/EQP
Kris M Balderston/WHO/ECP
David S. Beaubaire/WHO/EOP
Marsha E. Berry/WHO/EOP
Sarah A. Bianchi/OMB/ECP
Jill M. Blickstein/OMB/EOP
Erskine B. Bowles/WHO/EOP
Emily Bromberg/WHO/ECP
Susan A. Brophy/WHO/EOP
Rebecca A. Cameron/WHO/EOP
Phillip Caplan/WHO/EOP
Laura K. Capps/WHO/EOP
Paul R. Carey/WHO/EOP
Cheryl M. Carter/WHO/EOP

http:/172.28.127.30:8082/ARMS/servlet/getEmail Archive?URL_PATH=/nlcp-1/Arms405/whe/...  4/17/2009



ARMS Email System

Ann M. Cattalini/WHO/EOP
Barbara Chow/WHO/EOQOP
Michael Cohen/OPD/ECP
Steven A. Cochen/WHO/EOP
Brenda B. Costello/WHO/EOP
Michelle Crisci/WHO/ECOP
Betty W. Currie/WHO/EQOP
Suzanne Dale/WHO/EOP
Michael Deich/OMB/EOP
Marilyn DiGiacobbe/WHO/EOP
Elizabeth Drye/OPD/EOP

aAnn T. Eder/WHO/EOP

James T. Edmonds/WHO/EOP
Rahm I. Emanuel/WHO/EOP
Karen E. Finney/WHO/EOP
Diana Fortuna/OPD/EOP

Ben A. Freeland/WHO/EOP
Jason S. Goldberg/WHO/EOQOP
D. Stephen Goodin/WHO/EOP
Julia R. Green/WHO/EOP
Melissa Green/OPD/EOP
Lawrence J. Haas/OMB/EOQOP
Daniel D. Heath/OMB/EOP
James T. Heimbach/WHO/EOP
Nancy V. Hernreich/WHO/EOP
John L. Hilley/WHO/EOQOP
Katherine Hubbard/WHO/EOQOP
Kathryn O. Higgins/WHO/EOQP
Peter G. Jacoby/WHO/EOP
Christopher C. Jennings/OPD/EOP
Brian J. Johnson/CEQ/EOP
Elena Kagan/OPD/EOQOP

Thomas A. Kalil/OPD/EOP
Jonathan A. Kaplan/OPD/EOP
Angus S§. King/WHO/EOP
Nicholas B. Kirkhorn/WHO/EOP
Charles Konigsberg/OMB/EOP
Karin Kullman/WHO/EOP
Robert D. Kyle/OPD/EQP
Jeanne Lambrew/OPD/EOP

G N. Lattimore/WHO/EOP

Ann F. Lewis/WHO/EOP
Patricia F. Lewis/WHO/EOP
Jacob J. Lew/OMB/EOP

Bruce R. Lindsey/WHO/EOP
Julie E. Mason/WHO/EQP
Sylvia M. Mathews/WHO/EOP
Doris O. Matsui/WHO/EOQOP
Cathy R. Mays/OPD/EOP
Michael D. McCurry/WHO/EOP
Anne E. McGuire/WHO/EQP
April K. Mellody/WHO/EOP
Joseph J. Minarik/OMB/EOP
Nancy A. Min/OMB/EOP

Linda L. Moore/WHO/EOP
Kevin S. Moran/WHO/EOP
Janet Murguia/WHO/EOP
Alison Muscatine/WHO/EOP
Bob J. Nash/WHO/EOP

Peter O'Keefe/WHO/EOP
Peter R. Orszag/OPD/EOP
Kristen E. Panerali/OPD/EOP
John Podesta/WHO/EOP

http://172.28.127.30:3082/ARMS/servlet/getEmail Archive?URL_PATH=/nlcp-1/Arms405/who/...
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ARMS Email System : Page 3 of 63

Jonathan Prince/WHQ/EOP
Victoria Radd/WHO/EOQP
Franklin D. Raines/OMB/EOP
Bruce N. Reed/OPD/EOP
Christa Robinson/OPD/EQP
Dorothy Robyn/OPD/EOP

Steven J. Ronnel/WHOQ/EOP
Stacey L. Rubin/WHC/EOP
Ellen $. Seidman/OPD/EOQP
Laura D. Schwartz/WHO/EOP
David Shipley/WHO/EOP

Robert M. Shireman/OPD/EOP
Alice E. Shuffield/OMB/EOP
Jake Siewert/OPD/EOP

Joshua Silverman/WHQO/EOP
Stephen B. Silverman/WHO/EOP
Douglas B. Sosnik/WHO/EOP
Jordan Tamagni/WHO/ECP
Daniel K. Tarullo/OPD/EOQOP
Barry J. Toiv/WHO/ECP
Michael Waldman/WHO/EOQOP

Paul J. Weinstein Jr./OPD/EOP
Lisa M. Kountoupes/OMB/EOP
Ronda H. Jackson/WHO/ECOP
Kathleen M. Wallman/WHQ/EOP
Craig T. Smith/WHO/EQP

Sara M. Latham/WHO/EOP
Thomas D. Janenda/WHO/EOQP
Charles R. Marr/OPD/EOP
Beverly J. Barnes/WHO/EOP
Barbara D. Woolley/WHO/EOP
Robert B. Johnson/WHO/EOP
Cynthia A. Rice/OPD/ECP
Aviva Steinberg/WHO/EQP
William H. White Jr./WHO/EOQOP
Dan Pink/QVP @ OVP

Jill M. Pizzuto/OMB/EQP
Joseph M. Wire/OMB/EOP

Lisa J. Levin/WHO/EOQOP
Nichelas B. Kirkhorn/WHO/EOP
Lynn G. Cutler/WHO/EOP
Christopher J. Lavery/WHO/ECP
Minyon Moore/WHO/EOP

Craig T. Smith/WHO/EQP

Karen E. Skelton/WHO/EOP
Jeffrey A. Forbes/WHO/EOP
virginia M. Terzanc/OVP @ OVP
Lorraine A. Voles/OVP @ OVP
Roger V. Salazar/OVP @ OVP
Julia M. Payne/OVP @ OVP
Anne H. Lewis/OPD/EOP

Daniel C. Tate/WHO/EOP
Mickey Ibarra/WHO/EQP
Virginia N. Rustique/WHO/EOP
Elizabeth R. Newman/WHO/EOP
Emil E. Parker/CPD/EOP
Leanne A. Shimabukuro/OPD/EOP
Robert M. Shireman/OPD/EQP
Jonathan Murchinson/WHO/EOP
Ananias Blocker III/WHO/EQP
Barbara Chow/WHO/EOP
Christopher R. Ulrich/OVP @ OVP
Emily Bromberg/WHO/EQP
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=======s============= ATTACHMENT ]l ======z=====s=sS=======
ATT CREATION TIME/DATE: 0 00:00:00.00

TEXT: .
Unable to convert ARMS EXT: [ATTACH.D43]MAIL45634308R.116 to ASCIT,
The following is a HEX DUMP:

FF5750436A2A0000010A020100000002050000009F0A0100000200003A9932AB822C5676E06AFC
3EEF4C9B63C59DFCD4BES008B1D7AE46F8F0323B37ECFA195726DBl667A1869FAEC2E4711F5556
2DFB64721DBDCS50ADC29945297CF85DC30A74563C119EB279081AAS8E7EF29AF7A85556118950C
41F6F43B385B00149398619290B9C05F9FD642659762C1CE497272ED2BA45882205B8072460D04
EDFF6BACL0CS53593DEOGADA2SE6DF9D1E256645E1C2CA1E388D05A021C162D922097DD7775B100
EA59DE4D945A4C502238279FC4CD776 FA9FF785C5B149173928CCFE4ADD22232EE9523B56D4862
94ED5F0237B9C10AD6561FDBEF4296D9B9FF42AF779980EDA4F26106AC100F432B42CC8FBE11340
635BEA8993719FEB74D8BFCC7C352AB7538436ED5125EBDS97FAAS1450CF80DBADD28815F96F87
40430BDOBAE60833CC31D8BF42D1E113B595E877AB4539B8EC217D7563A28D0196223AA3D410E5
5C8D947AE75595034AF04A7EB8FFB258792BEES746D5157D32B7BEDAC146F1B414509340F7FEQL
BB75FB797CAA334FE9503F5EAAQ3RA3 BFEBD65CE471AS538F842CA240FF72FAODCES86A2D9498FF
208223836B73BA6D56252575F7FC026042B40368086AEFB201E7AB520001DE2BDACO2C349B91C1
4797B8C7358C11B61C8D8ADFC4 30FD30BA28C4F80FECEA4CFD6CB8A67D78ESCC3A60E230D3B1ES
818B01675E0200ARA00000000000000000000000823010000000B0100004C0OB0O0C00005570000000
4E000000570C000009250100000006000000A50C00000B300600000091000000AB0OC0O000006602
000000020000003C0OD0O0C0O0006101000000140000C02E0D0O00000610100000024000000520D0000
00660200000002000000660D000000610100000014000000680D00000877010000600400000007C
0D000008340100000014000000BCOD0OC000802010000000F000000D0O0D0O0O0O00066020000000200
0000DFOD00000055020000003C00000CE10000000B7B02000000280000001D0ECC000B30010000
004C000000450E000008050100000008000000910E000008050100000008000000990EO0Q00805
01000000C8000000A10EQ00000B7B0200000028000000A90E000008050100000008000000D10E0QD
0008050100000008000000D90E000008050100000008000000E10EQQ000B7B0100000028000000
ESOECC0000551C00000048000000110F00000B7B0200000072000000590F000008050100000008
000000CBOF0O0000B7B0200000028000000D30F000000660200000002000000FBOF000000660200
000002000000FDOF00000B303D0000004E000000FFOF0000006602000000020000004D10000000
6602000000020000004F1000000061010000001400000051100000006101000000140000006510
00000061010000001400000079100000006101000000140000008D100000080501000000080000
OOAL1000000B7B0100000028000000A91000000B7B0100000072000000D1100000081601000000
32000000431100000942230000001D0000007511000009421F0000001D00000092110000006602
00000002000000AF11000000610100000014000000B111000000660200000002000000C5110000
00660200000002000000C71100000055030000004E000000C91100000055010000004200000017
1200000061010000001400000059120000006101000000140000006D1200000805010000000800
0000811200000968010000001201000089120000094402000000330000009B1300000066020000
0002000000CE1300000055080000003A000000D0130000006101000000140000000A14.00000968
01000000430000001E1400000943020000001A000000611400000968010000000D0600007B1400
0009680100000071000000881A000009680100000038000000F91A0000096801000000B2020000
311B000009680100000061020000EA1D0000096801000000D60000004B20000003680100000024
000000212100000968010000003E02000045210000096801000000020600008323000000000000
000000000000832300000000000000000000000083230000000000000000000000008323000000
000000000000000000832300000000000000000000000083230000000000000000000000008323
000000000000000000000000832300000000000000000000000083230000000000000000000000
008323000000000000000000000000832300000000000000000000000083230000000000000000
000000008323000000000000000000000000832300000000000000000000000083230000000000
000000000000008323000000000000000000000000832300000000000000000000000083230000
000000000000000000008323000000000000000000000000832300000000000000000000000083
230000000000000000000000008323000000000000000000000000832300000000000000000000
0000832300000969010000001F0000008C250000000000000000000000008C2900000000000000
00000000008C290000000000000000000C00008C290000000000000000000000008C2900000000
00000000000000008C290000000000000000000000008C290000000000000000000000008C2900
00000000000000000000008C2500000000000600000000000008C29000000000000000000000000
8C290000000000000000000000008C290000000000000000000000008C229000000000000000000
0000008C290000000000000000000000008C290000000000000000000000008C23000009€690200
000021000000AB29000000000000000000000000AB29000000000000000C00C000000AB29000000
000000000000000000AB29000000000000000000000000AB29000000000000000000000000AB2S
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President Clinton’s Tax Cut Proposal
June 30, 1997

Today, President Clinton unveils a tax cut proposal. Itis a fair proposal that places a priority on education
tax cuts and provides a child tax credit to families who work hard and pay taxes. The proposal incorporates
Republican priorities in a good faith effort to honor the budget accord and to reach final agreement on a tax
cut the American people deserve.

A 2-year modified 31,500 HOPE Scholarship to make two years of college universally availat
20% tuition credit to make the third and fourth years of college more affordable and
promote lifelong learning.

A 8500 child tax credit for tax-paying working families with children under 17 through 2002
under 19 thereafter. Families could put the credit plus $500 in a Kidsave Account.

Two-thirds of the President’s tax cut goes to the middle 60 percent of families -- twice as larg
as the congressional alternatives provide these middle-income families.

To honor the agreement, the President’s plan allows taxpayers to exclude 30% of their long-t.
capital gains from taxation and provides estate tax relief to small businesses and farm.

Includes no tax time bombs that would explode in cost.

Major Provisions S Years 10 Years
(Treasury estimates unless otherwise indicated) (% billion) ($ billion)

Education Tax Cuts:

HOPE Scholarship and 20% Tuition Credit 34.5 94.1

Education and Retirement Savings Accounts 1.3 6.0

Tax Incentives for School Construction 29 7.6

Employer-Provided Education Benefits 3.8 8.5

Student Loan Interest Deduction and 1.8 4.4
Forgiveness

Deduction for K-12 Computer Donations (JCT) " 03 0.7

Repeal of bond cap for universities 0.3 1.0
Child Tax Credit 70.2 176.1
Brownfields, EZ/EC Expansion, CDFIs 24 3.9
Welfare-to-Work Tax Credit ' 0.6 6.6
Home Office Deduction 0.6 1.7
Smail Business Capital Gains Relief : 0.4 ' 1.7
President’s Home Sales Tax Cut 1.1 1.9
30% Exclusion of Capital Gains 7.1 15.6
Estate Tax Cut 2.3 7.2
DC Tax Incentives and Other Presidential 1.3 6.3
Initiatives
Extensions of expiring provisions 3.9 3.9
GROSS TAX CUT 134.8 341.1
Revenue Raisers (49.8) (100.5)
NET TAX CUT 85.0 240.5

‘Automated Records Management System
-Hex-Dump Conversion



President Clinton’s Tax Cut Proposal
A Fact Sheet -

EDUCATION TAX CUTS

CHILD TAX CREDIT

Two-year HOPE Scholarship. A maximum $1,500 credit beginning in 1998. Students attending on at least a
half-time basis would receive a 100% credit for the first $1,000 of tuition and required fees for enrollment in
a post-secondary degree or certificate program and a 50% credit for up to the next $1,000. For example, a
student attending a community college with tuition costs of $1,400 would receive a $1,200 HOPE
Scholarship. Scholarships would be phased out for joint filers earning between $80,000 and $100,000.
Eligible students could receive both a full Pell Grant and a HOPE Scholarship. The previously proposed B-
rule has been dropped. After 2002, the HOPE Scholarship increases to a 100% credit for the first $1,500 and
a 50% credit for the next $1,000 of tuition and required fees.

20% Tuition Tax Credit. Third and fourth year students, graduate students, plus working people going to
school to improve their education and skills, would benefit from a 20% tax credit on the first $5,000 of
tuition and required fees through the year 2000 and after 2000 a 20% tax credit on the first $10,000 of tuition
and required fees. The credit would be phased out for joint filers earning between $80,000 and $100,000.

Education and Retirement Savings Accounts. Allows penalty-free IRA withdrawals for undergraduate,
post-secondary vocational, and graduate education expense and the first-time purchase of a home.
Additionally, taxpayers are given the opportunity to contribute their child tax credit plus an additional $500,
up to $1,000, to a Kidsave Account for the child’s education, first-time home purchase or the taxpayer’s
retirement. Earnings would accumulate tax-free in the Kidsave Account and no taxes would be due upon
withdrawal for an approved purpose.

Tax Incentives for School Construction. Provides tax credits to finance construction and/or rehabilitation of
elementary or secondary schools in distressed communities. States would be able to allocate a fixed amount
of tax credits (based on population) to public schools to help pay for construction or renovation projects. The
allocation would be for projects in schools that are in empowerment zones or enterprise communities, or that
have a high percentage of low-income students. This program would function similarly to the current low-
income housing tax credit program.

Employer-Provided Education Benefits. Extends permanently Section 127 of the tax code, which allows
people to exclude $5,250 of employer provided education benefits from their taxable income. Both
undergraduate and graduate education would be eligible. Additionally, a 10% employer credit for small
business training is included. This credit would apply to payments made to third parties to cover expenses of
education for employees under employer-provided education assistance programs. The credit would be
available to employers with average annual gross receipts of $10 million or less for the prior three years.

Student Loan Interest Deduction and Forgiveness. Allows a deduction of up to $2,500 per year of interest
on education loans for expenses of students enrolled at least half-time at an institution of higher education.
The deduction would be allowed for the first 60 months interest is due on a loan. The deduction would phase
out for taxpayers making between $45,000 and $65,000 ($65,000 and $85,000 for married taxpayers filing
jointly). This deduction would be available even if the taxpayer does not itemize deductions.

To encourage people to use their education and training in community service, the income exclusion for
student loan forgiveness would be expanded to include loan forgiveness extended by nonprofit tax-exempt
charitable or educational institutions, and to loans forgiven under the Direct Loan Program’s income-
contingent repayment program. Currently, the exclusion generally covers only contingent forgiveness
arrangements between students and government entities.

Incentives for K-12 Computer Donations. Provides tax incentives for private sector donations of computer
equipment to schools. The proposal would work in combination with the Telecommunications Act of 1996 to
ensure that public schools have access to modern computer technology.

Repeal Cap on Tax Exempt Bond Issuance by Colleges and Universities. Repeals the $150 million bond
cap that affects private higher education institutions and certain other charitable institutions. The repeal
would apply to tax-exempt bonds issued by these institutions to finance new capital expenditures.
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The President’s child tax credit includes the following features:

e Age. Covers children under 17 through 2002 and under 19 thereafter.

¢ Amount per child. $400 in 1998, $500 in 1999 and then indexed.

e Income Limits. Phased out for families making $60,000 to $75,000 until 2000, and then $80,000 to
$100,000 thereafter.

¢ Refundability to Cover Qut-of-Pocket Income and Payroll Taxes. Working families who pay out of
pocket federal taxes would benefit from the child tax credit. Child tax credit is calculated before the EITC
and will be partially refundable. A family will get a child credit for their income taxes plus the extent to
which their out-of-pocket (employee share) payroll taxes exceed their EITC.

e Savings Incentive Feature. As described above, taxpayers who are entitled to a child credit would be
given the opportunity to contribute their child tax credit plus an additional $500 each year to a Kidsave
Account for the child’s education, first time home purchase or the taxpayer’s retirement. Earnings would
accumulate tax-free in the account and no taxes would be due upon withdrawal for an approved purpose.

URBAN REVITALIZATION

o Incentives to Clean Up and Redevelop Contaminated Sites (Brownfields). Certain environmental
remediation costs would be provided tax favorable treatment, allowing them to be fully deducted
immediately, to spur clean-up and redevelopment of contaminated sites in high poverty areas. To qualify for
this tax incentive, sites would have to satisfy use, geographic, and contamination requirements.

o Expand Empowerment Zones and Enterprise Communities. The proposal has the three main components
that were in the President’s budget. First, within 180 days of enactment, two additional urban empowerment
zones would be authorized and would benefit from current tax incentives. Second, technical changes would
be made to allow a broader range of businesses in EZs and ECs to borrow the proceeds of tax-exempt bonds.
Third, the proposal authorizes the additional designation of 20 (15 urban and 5 rural) Empowerment Zones
and 80 (50 urban and 30 rural) Enterprise Communities. The newly designated zones would have different
available tax incentives than existing zones. The current law wage credit would not be available. The
brownfields incentives would be available as would special expensing of business assets and qualification for
private-activity bonds.

e Community Development Financial Institutions Fund. Up to $100 million in tax credits would be made
available to the CDFI Fund to allocate for equity investors in community development financial institutions to
leverage private investment in distressed areas and to stimulate economic revitalization.

e Washington, D.C. Provides tax incentives for firms to hire District residents, and a new credit that will be
allocated to debt and equity by a new economic development corporation, and to allow the issuance of
additional tax-exempt debt to help finance new business activity in the District.

WELFARE-TO-WORK TAX CREDIT

As proposed in the President’s budget, to help move people from welfare to work, a new 50% tax credit would be
made available on the first $10,000 in annual wages of certain long-term family assistance recipients for two
years of employment. -

SMALL BUSINESS TAX CUTS:

Home office deduction

The existing home office deduction would be broadened to cover small businesses where: (1) the office is
exclusively used to conduct substantial and essential administrative or management activities on a regular
basis; and (2) the taxpayer has no other location to conduct these essential administrative or management

activities.
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Increases the existing exclusion for equity investments in small businesses held at least five years to a 75%
exclusion for up to $20 million in gains and doubles the eligibility limits on firm size from $50 million to
$100 million,

PRESIDENT’S HOME SALES TAX CUT

Provides a $500,000 exclusion for capital gains on home sales for couples, providing tax relief and greatly
simplifying record-keeping and compliance. The exclusion for single filers would be $250,000.

30% EXCLUSION FOR CAPITAL GAINS

Taxpayers would be allowed to exclude 30% of their long-term capital gains from taxation. Long-term capital
gains will be defined, as under current law, as assets held for more than one year. For example, a family in the
28% income tax bracket would face a capital gains tax rate of 19.6 percent.

ESTATE TAXES

A special exclusion is added for qualified family-owned businesses and farms. Currently, for married couples, -
only estates valued above $1.2 million pay any estate taxes. A special exclusion of $900,000 would be added to
ensure that the first $2.1 a million of family-owned business or farm would not be subject to estate taxes. This is
a proposal advanced by Senator Daschle.

OTHER PRESIDENTIAL INITTATIVES

e Puerto Rico Tax Credit - would be extended indefinitely and modified to provide an incentive for new
investments and increase the economic-activity credit.

e FSC Software - would extend the foreign sales corporation benefit, exempting a portion of income for tax
purposes, to include computer software licensed for reproduction abroad.

o Equitable Tolling - would extend time people are allowed to claim a tax refund to include time that they are
medically determined to be mentally or physically impaired.

EXTENSIONS OF EXPIRING PROVISIONS

The R&E tax credit would be extended through the end of 1998. Contributions of appreciated stock to private
foundations, the Work Opportunity Tax Credit (including new targeted group), and the orphan drug credit would
be extended for one year.

TOBACCO TAXES

The proposal includes a 20 cent increase in tobacco taxes that would be separated into a trust fund and dedicated
entirely to expanding health coverage for children, addressing other children’s development issues, and
improving the overall public health.
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Alternative Tax Cut Proposals
A Comparison of Distributional Impact
Income by Quintile President Clinton House Senate
Lowest 1.2% 0.6% 0.4%
Second 10.1 2.5 2.7
Third 222 9.6 10.2
Fourth 34.6 20.0 21.3
Highest 31.5 66.8 65.0
Top 10% 11.7 47.3 423
Top 5% 6.5 34.9 28.2
Topl% 2.6 18.8 12.5
(Sech/dl,itgg,lgu?‘tgz(i)ntiles) 66.9% 32.1% 34.2%

Source: U.S. Department of Treasury

Tables assumes fully phased-in (2007) law and behavior, in 1998 dollars. It includes major tax cut provisions in each of the plans:
HOPE Scholarship, tuition credit, Section 127, Student loan interest deduction, child tax credit, Kidsave accounts, capital gains
provisions, home office deduction, distressed areas initiatives, Puerto Rico tax incentives, individual and corporate AMT changes,
prepaid tuition programs, IRAs, DC tax incentives, safe harbor for independent contractors, modifications of treatment of company
owned life insurance. ‘ )
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How the President’s Tax Cut Proposals
Benefit Typical American Families

Example #1

Consider a fanﬁly of four who makes $40,000 a year. The father is a carpenter and makes $25,000 and the

mother makes $15,000 working at a local department store. They have two kids, a son who is 14 and a freshman

isn hl(%g school and a daughter enrolled full-time in her first year at the local community college. Her tuition.is
1,200 a year.

The President’s tax cut proposal will benefit this family in at least two ways. They will receive a child tax credit
of $500 for their son plus a HOPE Scholarship of $1,100 for their daughter. Intotal, they will receive a $1,600
tax cut in the President’s proposal.

Tax Cut under
Clinton Proposal

Family of four with two children
aged 14 and 18 and $40,000 income:

Child Tax Credit for 14 year old - $500
HOPE Scholarship for 18 year old $1.100
Total tax cut: $1,600
Example #2

Consider a family of three making $55,000 a year. The father has a degree in accounting and works for a local
business in the accounting department. The mother works part-time at the local library. They have one daughter
aged 14. The father would like to return to school to prepare for his CPA examination. He is going to attend the
local liberal arts college. He has signed up for two courses with total tuition of $4,000.

This family will receive a $500 tax child tax credit for their daughter and a $800 tuition tax credit to help pay for
the father’s course work.

Tax Cut under
Clinton Proposal

Family of three with one child
aged 14 and $55,000 income:

Child Tax Credit for 14 year old $500
Tuition tax credit $800
Total tax cut: $1,300
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Example #3:

A single mother lives with her six year old daughter in California. She’s been working as a bank teller for several
years and her pay 1s now $20,000 a year. When she tallies up her taxes, she owes $1,200 in federal income taxes.
A $1,150 Eamed Income Tax Credit offsets much of this income tax. However, she pays $1,530 a year in
payroll taxes, not to mention the additional $1,530 the bank pays on her behalf.

Under the President’s plan this single mom would receive a $500 child tax credit for her daughter. (Note: This
woman and her daughter would receive no tax cut under either the House or Senate plans).

Tax Cut under
Clinton Proposal

Family of two with one child

aged 6 and $20,000 income:
Child Tax Credit for 6 year old ' $500
Total tax cut; $500
Example #4

A teacher with six years experience, earning $40,000 a year, would like to get her masters degree before she
marries and has children. Her principal has agreed to adjust her schedule so that she can attend classes in the
afternoon and evening. The tuition and fees charged for the program total $6,500.

She will receive a 20 percent tax credit on the first $5,000 of the tuition she pays.

Tax Cut under
Clinton Proposal

Single teacher making $40,000,
attending graduate school:

Tuition Tax Credit: ‘ $1.000
Total Tax Cut: . $1,000

(Note: All examples are for tax year 1999)
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IT IS WRONG TO DENY TAX RELIEF
TO AMERICA’S WORKING FAMILIES

Compared to the President’s proposal, four million working families will largely be denied a child tax credit
under the congressional tax plans. The President strongly believes that families who work hard, play by the rules
and make approximately $18,000 or $28,000, who pay taxes, and who are trying to do the best for their kids just
like everybody else, deserve a tax cut too.

This is an issue that is susceptible to both eye-glazing technical jargon, talk of “stacking,” and misleading

rhetoric: “It’s welfare.” Setting aside the jargon and the rhetoric, this is an issue best weighed by looking at real
people: -

Exany;)le -- Family of Four with Two Children

Consider a family of four with two children living in a medium sized southern city. The father is a rookie police
officer making 323,000, and the mother is taking a few years off from working. This family pays federal taxes
well above the amount of EITC they receive: '

Federal Tax Situation Before Any Child Tax Credit:

Income taxes owed before EITC $675
Payroll Taxes (just employee share) $1,760
Excise Taxes/1 $354

Federal out of pocket taxes owed before EITC $2,789

Employer Share of Payroll taxes $1,760
Federal Taxes before EITC $4,549
Benefit from EITC _ $1,668
President Clinton’s House Bill Senate Bill
Proposal
Child Tax Credit for
family of rookie police $767 $0 $0
officer making $23,000 ,
Notes:
1: Estimate calculated from Congressional Budget Office Data. CBO estimates that in 1998, families with incomes between

$20,000 and $30,000 would pay 1.54 percent of their income in federal excise taxes.

Automated Records Management System

Hex-Dump Conversion



Change in Income Tax: Comparison of Current Law with

The President’s Proposal and the House and Senate Tax Bills

Couple with Income of $23,000 and Two Children
(1999 Tax Parameters)

Current Law

Adjusted Gross Income (AGI) -- all earnings 23,000
Standard Deduction 7,300
Personal Exemptions 11,200
Taxable Income 4,500
Income Before Tax Credits 675
Employee Payroll Tax (7.65% of earnings) 1,760
Child Credits 0
Earned Income Credit (refundable) 1,668
Income Tax After Credits -993

Tax Savings Compared to Current Law

President’s
Proposal

23,000
7,300
11,200
4,500

675
1,760
767
1,668
1,760

767

House
Tax Bill

23,000
7,300
11,200
4,500

675
1,760
0
1,668
-993

Senate
Tax Bill

23,000
7,300
11,200
4,500

675
1,760
0
1,668
-993

uoIsizauo) dum(-xoH
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Department of the Treasury
Office of Tax Analysis

June 27, 1997



The President’s Higher Education Tax Cuts:
Greater Benefits for More Families

While providing the greatest help in the first two years, the President’s plan has always gone much further,
granting a substantial tax cut for any investment in postsecondary education or training. Unlike the
Congressional plans, the Administration's higher education tax cut covers all types and ages of students,
including;

. part-time students;

o students beyond their first two years of undergraduate study;

o graduate students;

. workers who are improving job skills rather than seeking a degree;

. those not fortunate enough to have been able to put a lot of money into savings.

For many situations that families find themselves in, the plans passed by the Senate and the House provide little
or no help. Consider the following common situations:

House Plan | Senate Plan President

Family with $50,000 income, one child
going to an average two-year community $600 $900 $1,100
college full-time ($1,200 tuition and fees) :

Family with $30,000 income, one parent
going to a public four-year college less than $0 $0 $400
half-time ($2,000 tuition and fees)

Family with $40,000 income, one child is
junior at average private college ($12,000 $0 $0 $1,000
tuition and fees)

Homemaker, family income of $70,000,
decides to go to graduate school at public $0 $0 §700
university after being out of college for 20
years ($3,500 tuition and fees)
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President Clinton Unveils Tax Cut Proposal
June 30, 1997

President Clinton’s tax cut proposal provides needed tax relief to working families who play by the rules, pay
taxes, and are trying to do the best for their kids. It includes a major investment in the President’s top priority --
education -- by making the first two years of college universally available and doing something the other plans do
not: helping those Americans who are working and want to improve their education and upgrade their skills.
Lastly, President Clinton’s proposal incorporates Republican priorities in a good faith effort to honor the budget
accord and to reach final agreement for a tax cut the American people deserve.

THE PRESIDENT’S PROPOSAL IS FAIR. The bulk of the President’s tax cut goes to middle-class families --
two-thirds of the President’s tax cut goes to the middle sixty percent of families, twice the share the alternative
congressional plans provide these middle class families.

THE PRESIDENT PLACES A HIGHER PRIORITY ON EDUCATION TAX CUTS. Education must be
America’s highest priority and the core of our tax cut plan must help families pay for education. To offer opportunity in
the new and rapidly changing economy, we must make the 13th and 14th years of education -- the first two years of
college -- as universal as a high school diploma is today. We must also do what we can to help people throughout their
lives improve their education and upgrade their skills throughout their lives. The President’s plan:

v ADVANCES THE GOAL OF MAKING THE FIRST TWO YEARS OF COLLEGE UNIVERSAL. The
plan includes a medified two-year $1,500 HOPE Scholarship that does more to help community college students
than the congressional alternatives. First and second year students would receive a $1,000 credit for the first $1,000
of tuition and fees plus 50% of as much as another $1,000 in tuition and fees. Therefore, a student going to a typical
community college with tuition of $1,200 would receive a $1,100 credit under the President’s proposal, compared to
just $600 and $900 under the House and Senate plans respectively.

v HELPS THIRD AND FOURTH YEAR STUDENTS AND PROMOTES LIFELONG LEARNING. The
congressional plans give virtually no support to families who are struggling to pay college costs out of pocket,
Students beyond the second year would benefit only if they had substantial savings or when they paid
interest on student loans. Students over 30 -- one-fourth of all undergraduate students -- could not even make
use of the education savings accounts that Congress is proposing. At a time when older workers need to
improve their education and upgrade their skills, it is critical that the education tax cuts promote lifelong
learning. The President’s proposal accomplishes this goal: It provides a 20 percent tuition credit on expenses
up to $5,000 initially and $10,000 beginning in 2001.

v" INCORPORATES OTHER GOOD EDUCATION IDEAS INCLUDED IN YARIOUS PROPOSALS,
such as a permanent extension of the tax preference for employer-provided undergraduate and graduate education,
tax incentives for school construction, a student loan interest deduction, and tax exclusion for community service
and income-contingent loan forgiveness.

THE PRESIDENT BELIEVES THAT FAMILIES WHO WORK HARD, PAY TAXES, AND TRY TO DO
THE BEST FOR THEIR KIDS DESERVE A TAX CUT. HIS PLAN CUTS THE TAXES OF THE 4
MILLION FAMILIES SHORTCHANGED BY CONGRESS. The President’s proposal includes a $500 child
tax credit for children under 17 through 2002 and under 19 thereafter. The President has a basic disagreement with
some members of Congress. Consider a family of four with two small children: the father is a rookie police officer
making $23,000, and the mother is taking a few years off from teaching. They pay out of pocket over §1,000 a year in
federal taxes. The President believes that this family needs and deserves a tax cut just as much as family who makes
twice as much. The Congressional plans would deny this family a tax cut. Under the President’s plan, this family would
receive a $767 child tax credit.

TAX INCENTIVES TO CLEAN-UP AND REVITALIZE DISTRESSED NEIGHBORHOODS BELONG
IN THE FINAL TAX PACKAGE. In the balanced budget agreement, President Clinton and Congress agreed to
make all efforts to include three programs critical to our urban areas in the final budget package: a Brownfields tax
incentive; new Empowerment Zones and Enterprise Communities (EZ/EC); and expansion of the Community
Development Financial Institutions (CDFI) fund. Unfortunately, neither the House tax bill nor the Senate tax bill
includes the President’s Brownfields and EZ/EC initiatives. Today, the President includes these two vital
provisions, plus a new tax credit to encourage investment in CDFIs and an enhanced welfare-to-work tax credit, in
his tax cut proposal.
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THE PRESIDENT’S TAX CUT PROPOSAL DELIVERS BIG FOR CITIES
June 30 1997

In the balanced budget agreement, President Clinton and Congress agreed to make all efforts to include three
programs critical to our urban areas in the final budget package: a Brownfields tax incentive; new Empowerment
Zones and Enterprise Communities (EZ/EC); and expansion of the Community Development Financial
Institutions (CDFI) fund. Unfortunately, neither the House tax bill nor the Senate tax bill includes the
President’s Brownfields and EZ/EC initiatives. Today, the President includes these two vital provisions, plus a
new tax credit to encourage investment in CDFIs and an enhanced welfare-to-work tax credit, in his tax cut
proposal.

. PRESIDENT CLINTON’S TAX PLLAN HELPS TO CLEAN UP AND REDEVELOP BROWNFIELDS.
The Brownfields tax incentive included in the President’s tax cut proposal would reduce the cost of cleaning up
thousands of contaminated, abandoned sites in economically distressed areas by permitting clean-up costs to be
immediately deducted for tax purposes, rather than requiring this spending to be written off over time. This
would, in tumn, encourage redevelopment of these areas. The Treasury Department estimates this 32 billion tax
incentive will, over seven years, leverage more than $10 billion for private sector cleanups nationwide, allowing
redevelopment of 30,000 brownfields.

. Chicago Mayor Richard Daley, writing on behalf of the U.S. Conference of Mayors, urged Ways and
Means Chairman Archer to include the President’s Brownfields proposal in the tax bill: “This is a high
priority for communities across this nation and we stand united in urging you and other members of the
House Ways and Means Committee to modify the tax bill to include the $2 billion brownfields tax
incentive.”

THE PRESIDENT’S TAX PLAN CREATES NEW EMPOWERMENT ZONES AND ENTERPRISE
COMMUNITIES. Under the President’s 1993 Empowerment Zones and Enterprise Community initiative,
communities develop a strategic plan to spur economic development, and they receive Federal tax benefits, social
service grants and flexibility in use of Federal funds in order to put this plan in effect. The EZs and ECs are
urban or rural areas with high poverty and unemployment rates.

Many communities that were not designated as EZs or ECs in that first round lack the seed capital to
begin revitalization efforts. In response, the President proposes a second-round of EZs and ECs--15
urban and 5 rural EZs and 50 urban and 30 rural ECs. The new EZs and ECs will benefit from a
slightly different blend of tax credits than the first-round communities.

THE PRESIDENT’S TAX PLAN ALSO PROVIDES FOR A NEW COMMUNITY DEVELOPMENT
FINANCIAL INSTITUTIONS TAX CREDIT. The President’s CDFI Fund is helping to build a national
network of community development financial institutions -- including banks, thrifts, and credit unions -- by
providing financial and technical assistance to these entities. CDFI dollars are being used to create jobs, rebuild
neighborhoods and restore hope in communities from San Francisco to Boston, Louisville to Chicago. The Fund
represents a promising model for Federal government action -- investing in local private sector institutions,
leveraging private sector resources (to the tune of ten times the initial investment) and generating economic
growth in distressed areas. The President’s tax cut proposal creates a new tax credit to encourage investment in
CDFIs. This new credit is not included in either the House or Senate versions of the tax legislation.

THE PRESIDENT’S PLAN INCLUDES A SPECIAL WELFARE-TO-WORK TAX CREDIT. This credit
gives employers added incentive to hire welfare recipients. Although the congressional leadership pledged to
seek a credit along these lines, the House bill includes only a scaled-back version, and the Senate bill omits it

entirely.
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SUBJECT: Re: directive

TO: Lynn G. Cutler ( CN=Lynn G. Cutler/OU=WHO/O=EQOP @ EOP [ WHO ] )
READ : UNKNOWN

TEXT:

ask jose cerda or leanne shimabukuro for a copy. as you'll see, there's a
real rush on it.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=0PD/Q=EQP [ OPD ] )
CREATION DATE/TIME:30-JUN-1997 18:51:10.00

SUBJECT: July Message Meeting

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

Kevin S. Moran

06/30/97 06:34:04 PM
Record Type: Record
To: See the distribution list at the bottom of this message
CcC: :

Subject: July Message Meeting

Please attend a meeting tomorrow (7/1) at 4pm to discuss the late July
message schedule. Subjects to be discussed include the events/dates below:

July 14 -- Racial disparities in health care

July 15 -- Congressional budget meeting

July 16 -- Communications Decency Act

July 17 -- NAACP/Black Journalists (message thd)

July 18 -- Summit Follow-up event with Girls Nation

July 21 -- Climate Change (event with Nobel Laureates -- I forget?)
Week of July 21 -- Religious Freedﬁm event

Week of July 21-- Genetic Screeing

Message Sent

To:

Elena Kagan/OPD/EOP

Christa Robinson/OPD/EOP
Elisa Millsap/WHO/EOP

Jim Kohlenberger/OVP @ OVP
Jonathan A. Kaplan/OPD/EOP
Eli G. Attie/WHO/EOP

Maria Echaveste/WHO/EOP
Stephen B. Silverman/WHO/EOP
Kathleen A. McGinty/CEQ/EOP
Beth A. Viola/CEQ/EOP
Lorraine A. Voles/OVP @ OVP
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SUBJECT : Re: Senior Staff Coverage

TO: Lauxra Emmett ( CN=Laura Emmett/QU=WHO/O=EOP @ EOP [ WHO ] )
READ : UN KNOWN

TEXT:

I'll be in washington, though I devoutly hope not to be working.
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SUBJECT: Prep mtg for Advisory Bd

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

Marjorie Tarmey
07/01/97 11:55:57 AM

Record Type: Record

To: See the distribution list at the bottom of this message
cc: Kevin 8. Moran/WHC/EOP, Laura Emmett/WHO/EOP
Subject: Prep mtg for Advisory Bd

The Prep mtg for the Advisory Board will be Wednesday, July 2 at 1:30 in
Maria Echaveste's office '

Message Sent

To:

Ann F. Lewis/WHO/EQOP

Dawn M. Chirwa/WHO/EOP
Andrew J. MayockYWHO/EOP
Beverly J. Barnes/WHO/EOP
Minyon Moore/WHO/EQOP
Elena Kagan/OPD/ECP

Jose Cerda III/OPD/EOQP
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=0OPD/O=ECP [ OPD ] )
CREATION DATE/TIME: 1-JUL-1997 14:48:54.00

SUBJECT: Re: Minority Enrolliment working group

TO: Richard Socarides ( CN=Richard Socarides/QOU=WHO/O=EOP @ EOP [ WHO ] )}
READ : UNKNOWN

TEXT:
yves.
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RECORD TYPE: PRESIDENTIALA (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/0U=OPD/0=EQP [ OPD ] )}
CREATION DATE/TIME: 1-JUL-1997 15:12:57.00

SUBJECT: Lee/Affirmative Action

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

Tracey E. Thornton
07/01/97 02:28:19 PM

Record Type: Record

To: See the distribution list at the bottom of this message
ce: Doris O. Matsui/WHO/ECOP, Ann F. Walker/WHO/EOP, Robert N.
Weiner/WHQ/EOP, Stacey L. Rubin/WHO/EOQOP

Subject: Lee/Affirmative Action

The WHO/DOJ Lee confirmation team meets with outside groups every
wednesday here at the White House. At tomorrow's meeting we will be
joined by Senate staff who are interested in this nomination and wanted to
meet with the groups. These staff folks also work affirmative action
issues and Kennedy's people want to talk about what is happening on the
Hill. &So we're going to first discuss the Lee nomination and then let
Senate folks turn to the broader question. The meeting is at 1lam in
room 180. My plan was to do more listening than anything else but let me
know if you have other thoughts on it.

Message Sent

To:

Sylvia M. Mathews/WHO/EOP
Andrew J. Mayock/WHO/EOP
Maria Echaveste/WHO/EQOP
Richard L. Hayesg/WHO/EOP
Robert B. Johnson/WHO/EOP
Dawn M. Chirwa/WHO/EOP
Elena Kagan/OPD/EOP
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=Q0PD/O=ECQCP [ OPD ] )

CREATION DATE/TIME: 3-JUL-1997 11:10:53.00

SUBJECT: new language

TO: Michael Waldman ( CN=Michael Waldman/OQU=WHO/QO=EOP @ EOP [ WHO ] )
READ : UNKNOWN i

TEXT:

I hope cynthia has sent you this already, but if not: we recommend adding
something like "as the law I signed went into full effect in every

state." You may also want to make a slight change in the next sentence so
that it all reads right together. Many thanks.
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RECCRD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=0OPD/O=EQP [ CPD ] )

CREATION DATE/TIME: 3-JUL-1997 17:47:37.00

SUBJECT: Invitatien to have lunch with the President's Advisory Board on Race

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

TEXT:
please schedule and respond.
---------------------- Forwarded by Elena Kagan/OPD/EOP on 07/03/97 05:47

Beverly J. Barnes ‘
07/03/97 11:57:42 AM

Record Type: Record

To: See the distribution list at the bottom of this message

cc:

Subject: Invitation to have lunch with the President's Advisory Board on
Race

When the President's Advisory Board on Race meets on Monday, July 14, they
will take an hour break, between 1:00 p.m. and 2:00 p.m., for lunch. At
that time, members of the Race Working Group are invited to join the board
for an informal, buffet lunch in the Eisenhower Room of the White House
Conference Center.

Please let me know by close of business Thursday, July 10, if you plan to
attend, so that we can give an accurate count to the caterer. We will
assume that anyone who has not responded by that time will NOT come to
lunch.

Those who plan to attend should meet the advisory board in the Eisenhower
Room at 1:00 p.m. See you there!

Message Sent

To: .
Sylvia M. Mathews/WHO/EOP
Maria Echaveste/WHO/EQP
Kevin S. Moran/WHO/ECP
Susan M. Liss/OVP @ QVP
Elena Kagan/OPD/EOP

Dawn M. Chirwa/WHO/EOP
Marjorie Tarmey/WHO/EQOP
Andrew J. Mayock/WHO/EOP
Bob J. Nash/WHO/EOP

Janet Murguia/WHO/EOP
Richard L. Hayes/WHQ/EOP
Tracey E. Thornton/WHO/ECP
Robert N. Weiner/WHOQ/EOP
Minyon Moore/WHO/EOP
Thurgood Marshall Jr./OVP @ OVP
Jose Cerda III/OPD/EOP
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-
Ellen M. Lovell/WHO/EOP

Ann F. Lewis/WHO/EOP

Ann F. Walker/WHO/EQP

Cheryl D. Mills/WHO/EQP
Stephanie 8. Streett/WHO/EQP
Richard Socarides/WHC/EOP
Doris O. Matsuil/WHO/EOP
Mickey Ibarra/WHO/EOP

Lynn G. Cutler/WHO/EOP
Michael Waldman/WHO/EOP
Robert B. Johnson/WHO/EOP
Beverly J. Barnes/WHOQ/EOP
James T. Edmonds/WHO/EOP
Carolyn Curiel/WHO/EOP
Katherine Hubbard/WHO/EOP
Joseph P. Lockhart/WHO/EOP
Emil E. Parker/OPD/EOP
Ananias Blocker III/WHO/EOP
David S. Beaubaire/WHO/EOP
PALMIERI_J @ Al @ CD @ LNGTWY
Angus S. King/WHO/EOP
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RECORD TYPE: PRESIDENTIAL (NCTES MAIL)}

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP [ OPD ] )
CREATION DATE/TIME: 3-JUL-1997 18:02:21.00

SUBJECT: Re: Sentencing recommendations

TO: Robert B. Johnson ( CN=Robert B. Johnson/OU=WHO/O=EOP @ EOQOP [ WHO ] )
READ : UNKNOWN

TEXT:

The disparity here is being reduced by a lot -- from 100:1 to 10:1. We're
not going to make anyone particularly happy with this proposal; indeed,
we'll give both sides reason to attack us. What Justice and ONDCP tried
to do was to come out with the recommendation that would stand the best
chance of actually moving the ball forward on this issue. It may not get
us the whole way there (though note on the question of what is "the whole
way there" that the President has said many times that he opposes 1:1),
but it stands a ‘better chance of getting us part of the way there than
does any other proposal. Relatedly, it has the great virtue of being
justifiable in solely law enforcement terms because of the match between
25 grams and the usual definition of a mid-level drug dealer.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATCR: Elena Kagan ( CN=Elena Kagan/CU=0PD/O=EOP [ OPD ] }
CREATION DATE/TIME: 3-JUL-1997 18:04:02.00

SUBJECT: Sentencing recommendations

TO: Phillip Caplan { CN=Phillip Caplan/OU=WHO/O=EOP @ EOP [ WHO ] )
READ : UNKNOWN

TEXT:

Thought you should see this. I wouldn't mind something in the cover note
to the effect that Bob believes the "base community” will be unhappy. We
probably should have said that in out memo -- and still can if you want.
—————————————————————— Forwarded by Elena Kagan/OPD/EOP on 07/03/87 06:02

Robert B. Johnson
07/03/97 05:35:06 PM

Record Type: Record

To: Bruce N. Reed/OPD/EQP

cc: See the distribution list at the bottom of this message
Subject: Sentencing recommendations ,

I have been tracking this issue for some time and I don't think the latest
recommendations are going to sit well in the base community. Most people
I talk to see this as a fairness issue. they want both drugs to get equal
punishment. At the very least, they want the disparity closed.
Politically it may not be possible to get it down to a one to one ratio,
but we need to be move more in that direction especially now that we are
engaged on the race initiative.

In view of the political realities, I recommend 50 grams of crack be the
threshold for the 5 year sentence. Additionally, 100 grams of powder
cocaine should be the other threshold. According to local law enforcement
authorities both drugs cost about the same per gram. The only difference
is one drug is in heavy use by young blacks and the other by mostly
whites.

Message Copied

To:

Sylvia M. Mathews/WHO/EOP
Maria Echaveste/WHO/EQP
Minyon Moore/WHO/EQP

Bob J. Nash/WHO/EOP

Elena Kagan/OPD/EOP
Charles F. Ruff/WHO/EOP
Cheryl D. Mills/WHO/EOP
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RECORD TYPE: RRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=0PD/O=EOP [ OPD ] )
CREATION DATE/TIME: 4-JUL-1997 17:03:29.00

SUBJECT: s ct cases

TO: William P. Marshall ( CN=William P. Marshall/QU=WHO/O=EQOP @ EOP [ WHO 1 )
READ: UNKNOWN

TEXT:

Do you happen to have glickman v. wileman and the asbestos class action
case? If you do, could you send me copies? Thanks.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/QU=OPD/0O=EQP [ OPD ] )
CREATION DATE/TIME: 4-JUL-1997 15:57:02.00

SUBJECT: Re: Late term abortion letter from Bishop Anthony Pilla

TO: Kyle M. Baker ( CN=Kyle M. Baker/OU=WHO/O=EOP @ EOF [ WHO ] )
READ : UNKNOWN

TEXT:

I'd just repeat yourself. It's better not to make up any new language in
this area.
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RECORD TYPE: PRESIDENTIAL (NOTES MATL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=QPD/O=EOP [ OPD ] )
CREATION DATE/TIME: 4-JUL-1997 16:30:02.00
SUBJECT: Sentencing recommendations

TO: Michelle Crisci ({ CN=Michelle Crisci/OQU=WHO/O=ECP @ EQP [ WHO ] )
READ : UNKNOWN

TO: Leanne A. Shimabukuro ( CN=Leanne A. Shimabukuro/OU=0PD/0O=ECP @ EOP [ OPD ]

READ : UNKNOWN

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=0PD/0O=EOP [ OPD ] )
READ : UNKNOWN

TO: Rahm I. Emanuel { CN=Rahm I. Emanuel /OU=WHQ/O=EOP @ EOP [ WHO ] )

READ : UNKNOWN

TO: Jose Cerda III ( CN=Jose Cerda III/OU=OPD/OC=EQP @ EOP [ OPD ] )
READ : UNKNOWN

TEXT:
fyi

Robert B. Johnson
07/03/97 05:35:06 PM

Record Type: Record

To: Bruce N. Reed/OPD/EOP

cc: See the distribution list at the bottom of this message
Subject: Sentencing recommendations

I have been tracking this issue for some time and I don't think the latest
recommendations are going to sit well in the base community. Most people
T talk to see this as a fairness issue. they want both drugs to get equal
punishment. At the very least, they want the disparity closed.
Politically it may not be possible to get it down to a one to one ratio,
but we need to be move more in that direction especially now that we are
engaged on the race initiative. '

In view of the political realitiesg, I recommend 50 grams of crack be the
threshold for the 5 year sentence. Additionally, 100 grams of powder
cocaine should be the other threshold. According to local law enforcement
authorities both drugs cost about the same per gram. The only difference
is one drug is in heavy use by young blacks and the other by mostly
whites. )

Message Copied
To:
Sylvia M. Mathews/WHO/EOP
Maria Echaveste/WHO/EQP
Minyon Moore/WHO/EOP

Bob J. Nash/WHO/EOP

Elena Kagan/OPD/EOP
Charles F. Ruff/WHO/EQP
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Cheryl D. Mills/WHO/ECP
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP [ OPD ] )
-CREATION DATE/TIME: 6-JUL-1997 15:21:01.00

SUBJECT: Re: CBEST

TO: Charles F. Ruff ( CN=Charles F. Ruff/OU=WHO/O=EOP @ EOP [ WHO ] )
READ : UNKNOWN

Bruce N. Reed ( CN=Bruce N. Reed/OU=0PD/O=EQP [ OFD ] )
READ : UNKNOWN

Michael Cohen ( CN=Michael Cohen/QOU=0PD/0=EOP [ OPD ] )
READ : UNKNOWN

TEXT:

I read the draft this weekend and agree. Mike Cohen wrote a much more
interesting outline, from an "educator's perspective," which I will send
you. But in the end, I think we should let the EEOC (and Wade} know that
we will not be filing a brief. 1I'll try to grab you for a minute or two
on Monday to discuss how best to convey that message.

Charles F. Ruff
07/03/97 11:33:30 AM

Record Type: Record

To: Elena Kagan/OPD/EQP
ccC:

Subject: CBEST

I have reviewed the EEOC draft and, wholly apart from the views expresséd
in the note, continue to believe that a US brief will not fly -- certainly
not in the form suggested by the EEOC. Let's discuss how to proceed.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Xagan/0OU=OPD/C=EOP [ OPD ] )

CREATION DATE/TIME: 6-JUL-1997 17:38:40.00

SUBJECT: crack

TO: Leanne A. Shimabukuro ( CN=Leanne A. Shimabukuro/OU=0OPD/O=ECP ® EOP [ OPD ] )
READ : UNKNOWN

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=0PD/C=EOP [ OPD ] )}
READ : UNKNOWN ’

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

T0O: Jose Cerda III ( CN=Jose Cerda III/OU=0PD/O=EOP @ EOP [ OPD ] )
READ : UNKNOWN

TO: Rahm I. Emanuel ( CN=Rahm I. BEmanuel/OU=WHO/O=EOP @ EOP [ WHO ] )
READ : UNKNOWN .

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

TEXT:

We should get together sometime Monday to discuss how to proceed in the
days ahead, on communications and legislative strateqy. In this vein, Bob
Litt of DOJ called me over the weekend to discuss whether we should (a)
release the Reno/McCaffrey letter, (b) do a press release, or (c) try to
operate below the radar screen. He alsc raised trying to do a deal with

Abraham -- his support on this issue in exchange for our agreement to
nominate someone | pP6/ib)(6) | whom he wants on the Sentencing Commission.
W\ ‘

I'll have Laura pull together a meeting.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OQU=0OPD/O=ECP [ OPD ] )
CREATION DATE/TIME: 6-JUL-1997 13:43:52.00

SUBJECT: Re: Waters

TO: Sylvia M. Mathews ( CN=Sylvia M. Mathews/QU=WHO/O=EQP @ EOP [ WHO ] )
READ : UNKNOWN

-TO: Minyon Moore ( CN=Minyon Moore/QOU=WHO/O=EOP @ EQP [ WHO ] )

READ : UNKNOWN

Cynthia A. Rice ( CN=Cynthia A. Rice/QU=0PD/0O=EQP [ OPD ] )
READ : UNKNOWN

Diana Fortuna ( CN=Diana Fortuna/OU=0PD/0O=ECP [ OPD ] }
READ : UNKNOWN .

TEXT:

We did, and then we unaccountably let it slip. It seems as if someone
canceled a meeting on the subject (to be attended by DPC, HHS, and Waters
staff} and then it was never rescheduled. We will make sure to make .
contact her office again on Tuesday. As you know, both we and HHS have
substantial policy concerns about her proposal, but we should be giving
her every opportunity to make her case.

Minyon Moore
06/30/97 09:38:38 AM

Record Type: Record

To: Sylvia M. Mathews/WHO/ECP

ce: Elena Xagan/OPD/EQOP

Subject: Waters

I hope by now Elena has made contact with her cffice. I remember
forwarding two e-mails asking her to follow-up even if there was no
resolve. Please check with her. Let me know if you find out anything. I

haven't heard one way or the other.

On the note of the children, thanks for pushing me to dc that. Boy were
they excited. I will definitely show you the pictures.
—————————————————————— Forwarded by Minyon Mocre/WHO/EOP on 06/30/97 09:34

Sylvia M. Mathews
06/28/97 12:15:35 PM

Record Type: Record

To: Minyon Moore/WHO/EOP
cc:

Subject: Waters

Do you know where we are on the grandmothers exemption? (Can you tell
that I am trying to catch up?) Hope you had a good time with your
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L 4
family. What beautiful little ones. I want to see the pics.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan { CN=Elena Kagan/QU=0PD/Q=EQP [ OPD ] )
CREATION DATE/TIME: 6-JUL-1997 15:22:42.00

SUBJECT: Outline of new CRBEST brief

TO: Charles F. Ruff ( CN=Charles F. Ruff/OU=WHO/O=EOP @ EOP [ WHO ] )
READ : UNKNOWN

TEXT:

As promised -- Mike's thoughts.

—————————————————————— Forwarded by Elena Kagan/OPD/EOP on 07/06/97 03:24
PM --mmmmmmmmmmeme e

Michael Cohen
06/29/97 02:05:34 PM

Record Type: Record

To: Elena Kagan/OPD/EOP

cc:

Subject: Outline of new CBEST brief

I've reviewed the outline for the "compromise" CBEST brief, and here's
what I think: .

1. The final section of the outline (III) goes beyond the limited
approach we discussed -- namely that the brief would object only to the
early version and not to the current version of the test -- because it
poses objections to the whole set of validation studies. If this section
remains in, we are back tc the original EEOC brief and objections.

2. Assuming this section is deleted, then the brief essentially argues
that the original validation studies were deficient, demonstrated by the
fact that the state made significant changes in the math portion of the
test in particular after the 1994 Lundquist evaluation study.
Consequently, the unrevised, pre-1995 version of the test lacked
demonstrated validity and job-relatedness, and therefore its use was
unlawful in light of the disparate impact it created. 1In addition, the
court committed a seriocus procedural error when in let the state get away
with either failing to conduct validty studies, or conducting seriously
deficient validty studies, in the pre-1994 period of test administration.

3. The brief doesn't state this, but if this is the essense of the case
we would present, I presume we would take this the next step and suggest
that the appropriate remedy would be to give back pay (or some other
compensation) to any of the plantiffs who take and pass the current
version of the test, and who then go into teaching. If they can't pass
the test, or no longer want to teach, then I don't think they would be
entitled to some kind of remedy.

4. The brief needs to more clearly make the argument for cur standards
and testing policy, along the following lines:

setting high standards for students is a necessary first step in improving
teaching and learning; this is especially important for students from
disadvantaged background, because they have traditionally suffered from a
"tyranny of low expectations" which has resulted in these students being
exposed to a watered down curriculum which limits their learning
opportunities
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testing to see if students are meeting these standards is also essential,
because the test reinforces the standards; drives curriculum and
instruction in the classroom (what gets tested gets taught); lets
students, teachers and parents know if the kids are making progress and on
track; and provides the basis for holding schools accountable for
performance;
raising stadards for students requires setting standards for teachers:
kids can't learn from teachers who lack the basic prerequisite knowledge.
This is egpecially true for students from disadvantaged backgrounds.
There is considerable evidence to suggest, for example, high poverty
schools are most likely to have the least-well prepared teachers, which
clearly works to the disadvantage of the most disadvantaged kids.
all teachers need to master some basic reading, writing and math skills in
order to teach, because these skills: are likely to be required at some
point in just about every class and in every other setting in which
professional educators (including counselors, principals, school nurses,
etc.) interact with kids; are required in order to build and retain public
confidence in public schools; and, because adults in schools are supposed
to be role models for kids; if they demonstrate that they lack basic skills
students are expected to learn, they undermine the moral authority of the
school, which is necessary to maintain order and to motivate students

(who, by virtue of compulsory attendence laws are the involuntary
clientele of the school).
that's why we support the basic idea of requiring prospective teachers to
pass basic skills tests; in fact, we think teachers ought to also be
required to pass more rigorous tests in the subject area in which they
teach, and ought to also be required to demonstrate a level of expertise
in other areas (e.g., pedogagy, classroom management, child development,
etc.) The point here is to clarify that on policy grounds we think basic
skills testing is at one end of a continuum of performance requirements,
and we'd like to see states move to the other, more rigorous, end.

Because these basic skills tests are so important, and because we expect
more states to adopt even more rigorous testing policies, we think it is
very important that these tests be done right, and especially that they
are consistent with civil rights employment laws.

We also value very highly the goal of increasing the number of well
prepared, qualified minorities in schools. Because high standards and
well designed licensure tests can be a very important tool for upgrading
teacher prepation (just as standards and tests are a tcocol for upgrading
teaching and learning for kids), it is important that we make sure that
the tests are in place, done right, and do not needlessly discriminate.
Title VII is the tool for doing this; if Title VII requirements and
procedures are met than we will have valid tests that will serve to
improve teaching. If not, then they will neither improve teaching nor
increase the participation of underrepresented minorities in the
classroom.

That is why we are appealing the court's decision: the court set a
precedent for allowing a poorly validated test be used when there was a
disparate impact. Even though the test is now "fixed", if the part of the
ruling bearing on the pre-1995 test is allowed to stand, than future tests
may be used where they alsc lack validity, and may be based on much more
demanding standards which could lack the easy "face validity" of basic
skills,

4. I think the outline above makes a more compelling case than the EECC
outline for why standards and testing are important policy tools, and why
enforcing Title VII is important in this context. I could imagine
proceeding with a brief framed along these lines from a policy
perspective.

5. Finally, from a policy point of view, I could be comfortable about
proceeding with a brief along these lines. I will defer to other's
judgment about the wisdom of this approach froma legal and strategic
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standpoint, . My own instinct is that we still look like we are raising a

relatively small concern about a really big issue, though I am still

thinking about this.

I hope this helps.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagén ( CN=Elena Kagan/OU=0PD/Q=ECF [ OPD ] )

CREATION DATE/TIME: 6-JUL-1997 17:25:25.00

SUBJECT: wuniformed division collective bargaining

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

TO: Sylvia M. Mathews ( CN=Sylvia M. Mathews/QU=WHO/C=EOP & EOP [ WHO ] )
READ : UNKNOWN

TQ: Rahm TI. Emanuel ( CN=Rahm I. Emanuel/OU=WHO/O=EQP @ EOP [ WHO ] )
READ : UNKNCWN

TO: John Podesta ( CN=John Podesta/OU=WHO/O=EOP @ EOP [ WHO ] }
READ : UNKNCWN ’

CC: Bruce N. Reed ( CN=Bruce N. Reed/OU=0OPD/O=EOCP [ OPD ]} )
READ : UNKNOWN

Jose Cerda III { CN=Jose Cerda III/OU=0PD/O=EQOP [ OPD ] )
READ : UNKNOWN

Christa Robinson {( CN=Christa Robinson/OU=0PD/QO=EOP [ OPD ] )
READ : UNKNOWN

TEXT:
The FOP is once again reminding us that we have not resolved the secret
service unionization issue. There's now a new Director of the Secret

Service, so we don't have any good reason to postpone this any longer. We
did an informational memo for the President on this issue a couple of
months ago; we can easily turn that into a decision memo, for either him
or Erskine. Let's discuss how to proceed.
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RECORD TYPE: PRESIDENTIAL (NOTES MATIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/0=EQP [ OPD ] )
CREATION DATE/TIME: 6-JUL-1997 12:47:43.00

SUBJECT: Re: URGENT: Tax bill may slash graduate stipends! (fwd)

TO: Cheryl D. Mills ( CN=Cheryl D. Mills/OU=WHO/O=EQP @ EOP [ WHO ] )
READ : UNKNOWN

TEXT:

Usually more Gene than us, but sometimes we get involved too. I've sent
your message to the principal NEC and DPC education pecople. TI'1l1 let you
know what I learn.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=0PD/O=EOP [ OPD ] )
CREATION DATE/TIME: 6-JUL-1997 16:27:12.00

SUBJECT: women's procurement

TO: Maria Echaveste { CN=Maria Echaveste/QU=WHO/O=EOP @ EOP [ WHO ] )
READ : UNKNOWN

TEXT:

I was going over some old papers this weekend and found some on women's
procurement. Did we ever decide on a course of action in this area?
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP [ OPD ] )
CREATION DATE/TIME: 6-JUL-1997 lé :45:57.00

SUBJECT: URGENT: Tax bill may slash graduate stipends! (fwd)

T0: Michael Cchen ( CN=Michael Cchen/OU=OPD/O=EOP @ EOP [ OPD ] )
READ : UNKNOWN

TO: Robert M. Shireman ( CN=Robert M. Shireman/OU=0PD/C=EOP ® EOP [ OPD ] )
READ : UNKNCOWN

CC: Bruce N. Reed ( CN=Bruce N. Reed/QU=0PD/O=EOP [ OFPD ] }
READ ;: UNKNOWN

CC: Gene B. Sperling ( CN=Gene B. Sperling/0QU=OPD/O=ECP @ EOP [ OPD ] )
READ : UNKNOWN

¢C: Cheryl D. Mills ( CN=Cheryl D. Mills/OU=WHO/O=EQOP @ EOP [ WHO 1)
READ : UNKNOWN :

TEXT:

I'm passing on a message from Cheryl Mills (who was passing on a message
from a friend) on a House provision to make tuition waivers taxable. This
does seem as if it would have a significant -- and undesirable -- effect
on American graduate schoool education. Have we taken a position on

this? Are we doing anything about it?

---------------------- Forwarded by Elena Kagan/OPD/EOP on 07/06/97 12:39

Cheryl D. Mills ,
07/05/97 11:28:14 AM

Record Type: Record

To: Elena Kagan/OPD/EOP

cc: Bruce N. Reed/QPD/EOP

Subject: URGENT: Tax bill may slash graduate stipends! (fwd)

Are taxes in your area? If not, tell me who to send this to. If so --

skip down tc the bottom message.
---------------------- Forwarded by Cheryl D. Mills/WHO/EOP on 07/05/97

Page 1t of 6

P6/(b)(6)

Toit>

http://172.28.127.30:8082/ARMS/servlet/getEmailArchive?URL_PATH=/nlcp-1/Arms405/who/...

4/17/2009



ARMS Email System

Page 2 of 6

P6G/(b)(6)

---------- Forwarded message ----------

Date: Thu, 3 Jul 1997 08:10:35 -0800

From: Lori Cottle <lori.cottle@stanford.edu>

To: iephdeforsythe.Stanford.EDU

Subject: URGENT: Tax bill may slash graduate stipends! (fwd)

s>Date: Thu, 3 Jul 1957 07:09:08 -0700 (PDT)

>From: "Susan E. Owen" <owen@pangea.Stanford.EDU->

>To: besharov@leland.Stanford.EDU, Connie.Chin@forsythe.Stanford.EDU,
eeyore@leland.Stanford.EDU, gina.jchnson@forsythe.Stanford.EDU,
herrmann@leland.Stanford.EDU, hf.a2d@forsythe.Stanford.EDU,
hf.c69@forsythe.Stanford.EDU, hf.kbc@forsythe.Stanford.EDU,

hf .klr@forsythe.Stanford.EDU, hf.lcf@forsythe.Stanford.EDU,
hf.resx@forsythe.Stanford.EDU, hobnzngr@leland.Stanford.EDU,
jeri@forsythe.Stanford.EDU, jmerrilleleland.Stanford.EDU,
judith.haccou@forsythe.Stanford.EDU, lasensky@leland.Stanford.EDU,
lori.cottle@forsythe.Stanford.EDU,
monica.wheeler@forsythe.Stanford.EDU,
robin.heinen@forsythe.Stanford.EDU

>Subject: URGENT: Tax bill may slash graduate stipends! (fwd)
>MIME-Version: 1.0 .

>

>

>Please forward this message to grad students in your dept

>Thank you!

>

> .
>**********************t**************

V V.V V V V'V V VY

>

sPlease read this carefully, even if you have already heard

sabout thig issue. We apolcgize for the length, but feel

sthis is a critical issue, and that students nationwide need to band
>together.

> .
>***pleage forward this Email to your fellow graduate students

> and faculty at all US universities as well as to family and
friends who will be supportive of our views, and under-
graduates who may be considering graduate school in the
future. Please help us spread the word in order to keep
your taxes down. It is urgent that this message be heard
across the country by every graduate student*** July 1, 1987

>From the graduate student representative organizations at:
Johns Hopkins School of Medicine

VvV V.V V V V VYV
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> Harvard University

Massachusetts Institute of Technology

Stanford University
R R 3 2 2t R N ¥ ¥
>
>Background:
>
>As you may know, the "Tax Relief Act" of 1997, passed the U.S.
>House of Representatives (H.R. 2014) on Thursday, June 26; a
>different version of the bill passed the Senate (S. 949) on
>Friday, June 27. The House bill, while providing $135 billion
»in tax relief to many Americans, contains a provision which
>drastically and detrimentally affects graduate students. A
>short clause phases out section 117(d) of the tax code, the
>section that excludes the value of tuition waivers or tuition
>reductions from taxable income. With the loss of. this tuition
>tax exclusion, many graduate students will see their taxes
>raised by thousands of dollars per year. Examples provided by
>the NAGPS (National Association of Graduate-Professional
>Students) indicate that some of us may see our after-tax wages
>cut by 50% or even more!!
>
>Tuition waivers are used in many graduate programs to assist
>students during their often-lengthy education. Most of these
>students are obtaining PhDs in academic fields and will go on
>to modestly-paying university positions, possibly after long
>post-doctoral research. They serve as teaching assistants or
>research assistants in return for not paying tuition, which can
>easily exceed $20,000 per year at private institutions. Under
>the House version of the bill, the value of this tuition waiver
>would be considered taxable income.
>
>Although the House version of this bill is a disaster for
>graduate students, the Senate version does not include the
>repeal of section 117(d) of the tax code. Because of this
>and many other differences in the House and Senate versions
>of the bill, both houses of Congress (as well as the White
>House) will convene to reconcile the two versions of the bill
>following the July 4th recess. At that point, the bill will
>be voted on for final passage, and signed into law. Our last
>chance to defeat the House bill is through this House-Senate
>Committee, which is expected to begin meeting the week of
>July 7th. ‘
>
>If you have not heard of this issue, contained within the
>highly publicized "Tax Relief Act," it is because this act is
senormous, containing tax issues involving cigarettes,
>capital gains, and the $500 per child tax credit, to name just
>a few. It is these other issues which have gained the media's
>attention, and few people seem to be aware of the impending
>disaster for graduate students, higher education, and
suniversity and research budgets. **It is our responsibility
>to ensure that our opinions are voiced and that this issue
>gains national attention.**
>
>For more background on this situation, see one of the
>following web sites:
>NAGPS :
> <http://www.nagps.org/Student Aid/105th/97 TaxReconciliation.html>
>MIT GSC:
> <http://www.mit.edu/activities/gsc/Tax/tax. html>
>Harvard GSC: .
> <http://www.hcs.harvard.edu/~gsc/issues/funding/sectionll7.shtml>
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>What you can do:

>

>1. Please forward this Email to all graduate students you know
at other institutions, as well as your family, your
friends, and any undergraduates you know who plan to go
to graduate school in the future. (Maybe media also!)
Convince them to take action.

v

na

Distribute this information to fellow students, faculty,
department and graduate program directors, and
administrators within your own institution. Organize a
campus-wide response through your local graduate student
representative group. Be sure that your administration
is on top of this issue and is taking immediate action.

w

Call (or fax or email) your Senators and Representative!
It is critical that your voice be heard by your own members
of Congress. Sheer numbers of calls will make an impact.

VvV V.V V V V V V V VYV VYV VYV

>4. Make a special effort to swamp the members of the Conference
> Committee with calls, as they will make the ultimate

> decision in reconciling the bills. If you are

> represented by one of these Senators or know someone who
> is (DE/MS/NY/NM/IA/OK/NJ/ND), make sure contact is made!
>

>How to contact your Senators and Representatives:

N .

>House/Senate switchboard: 800-962-3524 or 800-972-3524

> or House: 202-225-3121 Senate: 202-224-3121

>

>0r check <http://congress.org> for addresses, direct phone
snumber, district office number, email and more information.

>

>The following senators are members of the Conference Committee
>which will be composing the final version of the bill. These are
>critical people to target, especially if you live or go to school
>in DE, MS, NY, NM, IA, OK, NJ or ND.

> Roth (R-DE), Lott (R-MS), Moynihan (D-NY),
> Domenici (R-NM), Grassley (R-IA), Nickles (R-0OK),
> Lautenberg (D-NJ), Conrad (D-ND)

>

>House Conference Committee members will not be announced until
>July 7th or 8th.

>

>Congress is now on Independence Day recess (through July 7th)
>and most members will be in their home districts. Use this
>opportunity to meet with them personally to discuss your concerns.
= * .
>======::==========:==============================================
>

>What to say in your calls and letters:

>

>Please be polite and courteous, but let them know that you oppose
>the loss of section 117(d), the tuition tax waiver for graduate
>students. This waiver is retained in the Senate version (S. 949)
>of the Tax Relief Act but eliminated in the House version

>{H.R. 2014). Be sure to mention that you are concerned that this
>issue be carefully considered at the meeting of the Joint House-
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>Senate Conference Committee to reconcile the two versions of the
>Tax Relief Act. Explain to them your concerns for higher
»education and for research should the tuition tax waiver be lost.
> .

>Here are some specific points to mention:

>- how this tax increase will impact your financial status

> {have numbers to illustrate your point)
>~ how top students will opt not to pursue graduate degrees,
> threatening America's continued leadership in research

>- how graduate students will leave graduate school
>- how losing qualified students in your field will impact the US

> {e.g., bioclogy: cancer and HIV/AIDS research

> engineering/physics: national defense)

>- how this tax will increase costs to universities, leading to
> an increase in undergraduate tuition

>- for more specifics, see NAGPS Talking Points:
> <http://www.nagps.org/Student_Aid/105th/Tax_TalkingPoints.html>

>WRITE, PHONE, and FAX these issues to your representatives
>immediately. The more they are aware that there is real and dire
>concern over this issue, the more likely that this issue will be
s>removed in the House-Senate Conference Committee.

>Thanks for your action!

>

>The Johns Hopkins University Schecocl of Medicine
>Graduate Student Association
>gsa-g@welchlink.welch.jhu.edu
><http://www.med.jhu.edu/gsa/GSAmain.html>

>

>Harvard University Graduate School of Arts & Sciences
>Graduate School Council
>gsc@hcs . harvard.edu
s<http://www.hcs . harvard.edu/~gsc/>

>

>Massachusetts Institute of Technology
>Graduate Student Council
schttp://www.mit.edu/activities/gsc/>

>

>Stanford University

>Graduate Student Council

>gsc@assu. stanford.edu
><http://pangea.stanford.edu/~owen/gsc. htmls>
>

====z=z========z====== ATTACHMENT ‘ l] === =======
ATT CREATION TIME/DATE: 0 00:00:00.00

TEXT:

RFC-822-headers:

Received: from conversion.pmdf.eop.gov by PMDF.EQP.GOV (PMDF V5.0-4 #6879)
id <01IKT2XXTMV400769I@PMDF.EQOP.GOV> for MILLS_C@al.eop.gov; Thu,
03 Jul 1997 17:05:51 -0500 (EST)
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Received: from storm.eop.gov (storm.eop.gov)

by PMDF.EQOP.GOV (PMDF V5.0-4 #6879) id <01IKT2XWHS53K0078VE@PMDF.EQP.GOV> for
MILLS_C@al.eop.gov; Thu, 03 Jul 1997 17:05:50 -0500 (EST)

Received: from cardinal2.Stanford.EDU {(([36.21.0.112})

by STORM.EOP.GOV (PMDF V5.1-7 #6879)

with ESMTP id <01IKT2XBJGYICO01FKR@®STORM.EQP.GOV> for MILLS C@al.eop.gov; Thu,

03 Jul 1997 17:05:27 -0400 (EDT)

Received: (from jlk@localhost) by cardinal2.Stanford.EDU (8.8.5/8.8.4)
id OAA03917; Thu, 03 Jul 1997 14:05:18 -0700 (PDT)

zz================ END ATTACHMENT l ==============z====
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OQU=QPD/Q0=EOP [ OPD ] )

CREATION DATE/TIME: 7-JUL-1997 07:45:19.00

SUBJECT: Re: Abortion Memo

TO: Tracey E. Thornton ( CN=Tracey E. Thornton/OU:WHO/O;EOP @ EOP [ WHO ] )
READ : UNKNCWN

TEXT:

damned if i remember what i was supposed to be writing about. could you
send me your {(and Robin's) stuff first and then I'll add to it?
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=OPD/0O=EOP [ OPD ] )
CREATION DATE/TIME: 7-JUL-1997 08:51:21.00

SUBJECT: Re: case analysis

TO: William P. Marshall ( CN=William P. Marshall/OU=WHO/O=EQP ® EOP [ WHO ] )
READ : UNKNOWN

TEXT:
Thanks. I think we're OK for now, but I will.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=0OPD/0O=EOP [ OPD ] )
CREATION DATE/TIME: 7-JUL-1997 16:29:18.00

SUBJECT: Re: FINAL MONDAY REMINDER: DAILY REPORTS TO POTUS

TO: Jason S. Goldberg ( CN=Jason S. Goldberg/CU=WHO/QO=EOP @ EOP [ WHO ] )
READ : UNKNOWN

TEXT:
we don't have anything today. thanks.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/QU=0PD/Q=EQP [ OPD ] )
CREATION DATE/TIME: 7-JUL-1997 16:23:19.00

SUBJECT: Immigration Issues

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

Robert N. Weiner
07/07/97 10:49:41 AM

Record Type: Record

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

Subject: Immigration Issues

DOJ suggesﬁs that iut would be useful to have a followup meeting to
discuss our approach on the legislative and other issues. Justice can do
3:30 tomorrow, in Chuck's office. Please let me know if you can attend.

Message Sent

To:

Elena Kagan/OPD/EOP

Maria Echaveste/WHO/ECP
Janet Murguia/WHO/EQOP

Peter G. Jacoby/WHO/EOP
KRECZKO_A @ Al @ CD @ LNGTWY
Ora Theard/WHO/EQP
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=0PD/Q=ECP [ OPD ] )

CREATION DATE/TIME: 7-JUL-1997 07:53:41.00

SUBJECT: contraceoption legislation

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

TEXT:

You asked last week whether we are supporting the Snowe-Reid bill
requiring that insurance companies cover contraceptives. We do not yet
have a position on the bill, and Chris Jennings and Jen Klein both have
some concerns about it. For the most part, we have avoided mandating
insurance companies to cover particular services. (The thinking goes: why
should we require them to cover contraceptives, but not, for example, eye
glasses for children?}) 1In addition, the bill doesn't reach many people
because it doesn't cover ERISA plans or Medicaid. That said, the bill
does fit with the President's message to make abortion, safe, legal, and
rare, and we are still looking into this matter.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/QCU=OPD/O=EOP [ OPD ] )}
CREATION DATE/TIME: 8-JUL-1997 10:06:54.00

SUBJECT: President Clinton's Higher Education Tax Cuts

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

TEXT:
please print.

Russell W. Horwitz
07/08/97 09:53:29 AM

Record Type: Record

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

Subject: President Clinton's Higher Education Tax Cuts

The Lotus document, which is a l1-pager on state-by-state benefits of the
Administrations's tuition tax credits, should be inserted into the packet
which is the first document.

If you would like the packet of state by states (l-page for each state)
stop by Sperling's office.

Message Sent

To:

Lori L. Anderson/WHO/EOP
Barry B. Anderson/OMB/EQCP
Brenda M. Anders/WHO/EOP
Kenneth S. Apfel/OMB/ECP
Eli G. Attie/WHO/EOQOP
Donald A. Baer/WHO/EOP
Kris M Balderston/WHO/EQOP
David S. Beaubaire/WHO/EOP
Marsha E. Berry/WHO/EOP
Sarah A. Bianchi/OMB/EQP
Jill M. Blickstein/OMB/ECP
Erskine B. Bowles/WHO/EOP
Emily Bromberg/WHO/EQP
Susan A. Brophy/WHO/EOP
Rebecca A. Cameron/WHO/EOP
Phillip Caplan/WHO/EOP
Laura K. Capps/WHC/EOP
Paul R. Carey/WHO/EQOP
Cheryl M. Carter/WHO/EOP
Ann M. Cattalini/WHO/EOP
Barbara Chow/WHO/EOP
Michael Cochen/OPD/EOP
Steven A. Cohen/WHO/EOP
Brenda B. Costello/WHO/EOP
Michelle Crisci/WHO/EOP
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Betty W. Currie/WHO/EOP
Suzanne Dale/WHO/EOP
Michael Deich/CMB/EQP
Marilyn DiGiacobbe/WHO/EOP
Elizabeth Drye/OPD/EQP

Ann T. Eder/WHO/EOP

James T. Edmonds/WHO/EOP
Rahm I. Emanuel/WHO/EQP
Karen E. Finney/WHO/EOP
Diana Fortuna/OPD/EOP

Ben A. Freeland/WHO/EOP
Jason S. Goldberg/WHO/EQOP
D. Stephen Goodin/WHO/EOP
Julia R. Green/WHO/EOP
Melissa Green/OPD/EOP
Lawrence J. Haas/OMB/EOP
Daniel D. Heath/OMB/EOP
Nancy V. Hernreich/WHO/EOP
John L. Hilley/WHO/EOP
Katherine Hubbard/WHO/EOP
Kathryn 0. Higgins/WHO/EQP
Peter G. Jacoby/WHC/EQOP
Christopher C. Jennings/OPD/EOP
Brian J. Johnson/CEQ/EQP
Elena Kagan/OPD/EOP

Thomas A. Kalil/OPD/EQOP
Jonathan A. Kaplan/OPD/EOP
Angus $. King/WHO/EOQP
Nicholas B. Kirkhorn/WHO/EOQOP
Charles Konigsberg/OMB/EOP
Karin Kullman/WHO/EOP
Robert D. Kyle/OPD/EOP
Jeanne Lambrew/OPD/ECP

G N. Lattimore/WHO/EOP

Ann F. Lewis/WHO/EOP
Patricia F. Lewis/WHO/EOP
Jacob J. Lew/OMB/EOP

Bruce R. Lindsey/WHO/EOP
Julie E. Mason/WHO/EQP
Sylvia M. Mathews/WHO/EQP
Doris O. Matsui/WHO/EOP
Cathy R. Mays/OPD/EOP
Michael D. McCurry/WHQ/EQP
Anne E. McGuire/WHO/EQP
April K. Mellody/WHO/EOP
Joseph J. Minarik/OMB/EOP
Nancy A. Min/OMB/EOQOP

Linda L. Moore/WHO/EQP
Kevin §. Moran/WHO/EOP
Janet Murguia/WHO/EOP
Alison Muscatine/WHO/EOP
Bob J. Nash/WHO/EOP

Peter O'Keefe/WHO/EQP
Peter R. Orszag/OPD/EOP
Kristen E. Panerali/OPD/EOP
John Podesta/WHO/EOQOP
Jonathan Prince/WHO/EOP
Victoria Radd/wWHO/EOP
Franklin D. Raines/OMB/EOP
Bruce N. Reed/OPD/ECP
Christa Robinson/OPD/EOP
Dorothy Robyn/OFD/EOP
Steven J. Ronnel/WHO/EOQP
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Stacey L. Rubin/WHO/EOP
Ellen S. Seidman/OPD/EOP
Laura D. Schwartz/WHO/EOP
David Shipley/WHO/EOP

Alice E. Shuffield/OMB/ECP
Jake Siewert/OPD/EQP

Joshua Silverman/WHC/EQP
Stephen B. Silverman/WHO/EOP
Douglas B. Sosnik/WHC/EOP

" Jordan Tamagni/WHO/EOP
Daniel K. Tarullc/OPD/EOP
Barry J. Toiv/WHO/EOP
Michael Waldman/WHO/EQP

Paul J. Weinstein Jr./OPD/EOP
Lisa M. Kountoupes/OMB/EOP
Ronda H. Jackson/WHO/EOP
Kathleen M. Wallman/WHO/EOP
Craig T. Smith/WHO/EOP

Sara M. Latham/WHO/EOP
Thomas D. Janenda/WHO/EOP
Charles R. Marr/OPD/EOP
Beverly J. Barnes/WHOQO/EOP
Barbara D. Woolley/WHO/EOP
Robert B. Johnson/WHO/EOP
Cynthia A. Rice/OPD/EOP
Aviva Steinberg/WHO/EOP
William H. White Jr./WHO/EQP
Dan Pink/OVP @ QVP

Jill M. Pizzuto/OMB/EOP
Joseph M. Wire/OMB/EOP

Lisa J. Levin/WHO/EOP
Nicholas B. Kirkhorn/WHO/EOP
Lynn G. Cutler/WHO/EOP
Christopher J. Lavery/WHO/EOP
" Minyon Moore/WHQ/EQP

Craig T. Smith/WHO/EOP

Karen E. Skelton/WHO/EQP
Jeffrey A. Forbes/WHO/EOP
Virginia M. Terzano/OVP @ OQVP
Lorraine A. Voles/OVP @ OVP
Roger V. Salazar/OVP @ OVP
Julia M. Payne/OVP @ OVP
Anne H. Lewis/OPD/EOP

Daniel C. Tate/WHO/EOP
Mickey Ibarra/WHQ/EQP
Virginia N. Rustique/WHO/EOP
Elizabeth R. Newman/WHO/EQP
Emil E. Parker/OPD/EOP
Leanne A. Shimabukuro/OPD/EOP
Robert M. Shireman/OPD/EOP
Robin J. Bachman/WHO/EQP
Barbara Chow/WHO/EOP

Ananias Blocker III/WHO/EOQP-
Jonathan H. Schnur/OVP @ OVP
Christopher R. Ulrich/OVP @ OVP
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PRESIDENT CLINTON’S
HIGHER EDUCATION
TAX CUTS

T. he President’s Hope Scholarship and
Tuition Tax Credit Help 12.6 Million Students --
7 Million More Students than Congressional Versions

SUMMARY DOCUMENTS
July 8, 1997
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President Clinton’s Higher Education Tax Cut Proposal
A Fact Sheet

President Clinton’s HOPE Scholarship and 20% Tuition Tax Credit help 12.6 million students and their
families -- seven million more students than under Congressional versions. While all of the plans
encourage saving and help with student loan payments, only the Administration’s proposal provides tax credits
to working families who use their earnings to pay for college beyond the first two years, for part-time study to
improve or acquire job skills, or graduate study. The higher education tax cut plans passed by the House and
Senate are limited in their scope, providing some of the largest benefits to higher-income families who can
afford to save large amounts.

HOPE Scholarship. A maximum $1,500 credit for the first two years of postsecondary education. Students
attending on at least a half-time basis would receive a 100% credit for the first $1,000 of tuition and required
fees and a 50% credit for up to the next $1,000. For example, a student attending a community college with
tuition costs of $1,400 would receive a $1,200 HOPE Scholarship. Scholarships would be phased out for
joint filers with income between $80,000 and $100,000, and for single filers with income between $50,000
and $70,000. After 2002, the HOPE Scholarship increases to a 100% credit for the first $1,500 and a 50%
credit for the next $1, 000 of tuition and required fees.

20% Tuition Tax Credit. Undergraduates beyond their first two years, graduate students, plus working
people going to school part-time to improve or acquire job skills, would benefit from a 20% tax credit on the
first $5,000 of tuition and required fees through the year 2000 and after 2000 a 20% tax credit on the first
$10,000 of tuition and required fees. The credit would be phased out at the same income levels as HOPE.

Education and Retirement Savings Accounts. Allows penalty-free IRA withdrawals for undergraduate,
post-secondary vocational, and graduate education expenses. Additionally, taxpayers eligible for the child
tax credit are given the opportunity to deposit their child tax credit plus an additional $500, in a Kidsave
Account for the child’s education, first-time home purchase or the taxpayer’s retirement. Earnings would
accumulate tax-free in the Kidsave Account and no taxes would be due upon withdrawal for an approved

purpose.

Employer-Provided Education Benefits. Extends permanently Section 127 of the tax code, which allows
people to exclude $5,250 of employer-provided education benefits from their taxable income. Eligibility
for graduate education benefits would be reinstated retroactively back to June 30, 1996, with both
undergraduate and graduate education eligible in the future. Additionally, a 10% employer credit for small
business training is included. This credit would apply to payments made to third parties to cover expenses
of education for employees under employer-provided education assistance programs. The credit would be
available to employers with average annual gross receipts of $10 million or less for the prior three years.

Student Loan Interest Deduction. Allows a deduction for up to $2,500 per year of interest on education
loans for expenses of students enrolled at an institution of higher education. The deduction would be
allowed for the first 60 months interest is due on a loan. The deduction would phase out for taxpayers
making between $45,000 and $65,000 ($65,000 and $85,000 for married taxpayers filing jointly). This
deduction would be available even if the taxpayer does not itemize deductions.

Community Service Loan Forgiveness. In most circumstances, a loan that is forgiven is considered income
and is therefore taxable. To encourage programs that offer loan forgiveness to borrowers who take lower-
paying, community-service jobs, loan amounts forgiven through programs run by nonprofit tax-exempt
charitable or educational institutions, and loans forgiven under the Direct Loan Program’s income-
contingent repayment program, would be excluded from income. Currently, the exclusion generally covers
only certain forgiveness arrangements between students and government entities.

Repeal Cap on Tax Exempt Bond Issuance by Colleges and Universities. Repeals the $150 million bond
cap that affects private higher education institutions and certain other charitable institutions. The repeal
would apply to tax-exempt bonds issued by these institutions to finance new capital expenditures.
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A Comparison: Higher Education Tax Cuts

HOPE Scholarship and
Tuition Tax Credit

President

House

Senate

Students in their first two
years of college,
attending at least half-
time

100% tax credit on the first
$1,000 of tuition and
required fees, 50% on next
$1,000. After 2002, a
100% credit on first $1,500
and 50% on the next

50% tax credit on up to
$3,000 on tuition, required
fees, books, and supplies.

75% tax credit on up to
$2,000 for community
colleges; 50% tax credit
on up to $3,000 for
other institutions for
tuition, required fees,

$1,000. books, and supplies.
Students beyond the first | 20% tax credit on up to None None
two years, enrolled at $5,000 in 1998 and up to
least half-time $10,000 starting in 2001.
Graduate students 20% tax credit on up to None None
$5,000; up to $10,000
starting in 2001.
Part-time (less than half- | 20% tax credit on up to None None
time) students seeking to | $5,000; up to $10,000 ‘
acquire or improve job starting in 2001.
skills
5-year revenue cost: $35 billion $22 billion $20 billion

Estimated number of

12.6 million

5.6 million

5.6 million

beneficiaries in 1999

Other provisions

Administration

House

Senate

Employer-provided
education assistance
(Section 127)

Permanent extension for
graduate and
undergraduate courses.
10% Small Business
Credit.

Six month extension, only
for undergraduates.

Permanent extension for
graduate and
undergraduate courses.

Student loan interest Up to $2,500 may be ‘None Up to $2,500 may be
deduction deducted each year for five deducted each year for

_ years of repayment. five years of repayment.
Other provisions Administration House Senate

Savings incentives

Penalty-free IRA
withdrawals for higher
education.

Optional Kidsave
education accounts.
Maximum per-child
contribution of child credit
plus $500 each year.
Earnings free from tax if

Penalty-free IRA
withdrawals for higher
education.

Education investment
accounts and new qualified
tuition programs. Maximum
per-child contribution $5,000
each year, $50,00 total.
Earnings used for higher

Penalty-free IRA
withdrawals for higher
education.

Requires contributions .
to Educational IRAs or
qualified tuition plans
for parents to obtain the
child credit for children
13 and over.
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used for various purposes
including child’s
postsecondary tuition and
fees.

education not taxed (subject
to limits).

Education IRAs and
expanded qualified
tuition programs; tax-
free distributions for
educational expenses.
Maximum per-child
contribution $2,000 plus
child credit each year
(no limits on State-
sponsored plans).
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Methodology of State-by-State Analysis

Using a nationally-representative sample of postsecondary students and data on Pell Grant recipients, an
estimate was derived for the proportion of the total national number of recipients of the tax benefit in 1998,
Using that ratio, the number of recipients for each State was determined. Based on the Joint Tax Committee

and Treasury revenue estimates of the three plans for 1999, a dollar amount for each State was derived using the
same ratio as the State/national number of beneficiaries.
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President Clinton’s Higher Education Tax Cuts:
Greater Benefits for More Families

While providing the greatest help in the first two years, the Administration’s plan has always gone much farther,
granting a substantial tax cut for virtually any investment in postsecondary education or training. Unlike the
Congressional plans, the President’s tax credits cover more types and ages of postsecondary students, including:
¢ part-time students (less than half-time) seeking to improve or acquire job skills;
¢ students beyond their first two years of undergraduate study;

¢ graduate students.

Although the Administration, House and Senate plans all provide modest assistance for students who botrow or
families who have special education savings accounts, for many situations that families find themselves in, the

House and Senate plans provide little or no help. Consider the following:

Tuition Tax Credits Under Various
Situations

President

House Plan

Senate Plan

Two kids in college: Married couple,
$60,000 income, with two kids in college:
one at a community college with $2,000
tuition and $200 books, the other a junior at
a private college with $10,000 tuition.

$2,500
(53,500 after
year 2000)

$1,100

$1,500

Divorced parent, same income: Single
parent with $50,000 income, one child
going to an average community college full-
time ($1,200 tuition and fees)

$1,100

50

$0

Returning to school less than half-time:
Family with $30,000 income, one parent
going to a public four-year college part-time
to change careers ($2,000 tuition and fees)

$400

$0

$0

Child is beyond first two years: Family
with $40,000 income, one chiid is junior at
average private college ($12,000 tuition and
fees)

$1,000
($2,000 after
year 2000)

$0

$0

Returning to school full-time to become a
teacher: Homemaker, family income of
$70,000, attending graduate teacher training
program at public university after being out
of college for 20 years ($3,500 tuition).

$700

$0

$0

Graduate student: Single graduate student
with $15,000 income and tuition of
$15,000.

$1,000

$0

$0
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Alternative Tax Cut Proposals
A Comparison of Distributional Impact
Income by Quintile President Clinton House “Senate
Lowest 1.2% 0.6% 0.4%
Second 10.1 2.5 2.7
Third 222 9.6 10.2
Fourth . 34.6 20.0 21.3
Highest . 31.5 06.8 65.0
Top 10% 11.7 : 473 42.3
Top 5% 6.5 349 28.2
Top 1% 2.6 18.8 12.5
o aldl,igigil,efogg(;/gimiles). 66.9% 32.1% 34.2%

Source: * U.S. Department of Treasury

Tables assumes fully phased-in (2007) law and behavior, in 1998 dollars. It includes major tax cut provisions in each of the plans:
HOPE Scholarship, tuition credit, Section 127, Student loan interest deduction, child tax credit, Kidsave accounts, capital gains
provisions, home office deduction, distressed areas initiatives, Puerto Rico tax incentives, individual and corporate AMT changes,
prepaid tuition programs, IRAs, DC tax incentives, safe harbor for independent contractors, modifications of treatment of company

owned life insurance.
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Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware

District of Columbia

Florida
Georgia
Hawaii

Idaho

lllinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carclina
North Dakota
Chio
Cklahoma
Cregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

US Totals

Distribution of Higher Education Tuition Tax Credits by Student's State of Legal Residence 1/
(Beneficiary Calculations FY 1998/Dollar Amounts FY 1999)

Number of Beneficiaries 2/

President

195
27
244
79
1,654
219
149
42
74
553
266
61
51
669
259
150
151
154
166
50
243
383
493
258
97
259
32
104
61
57
304
87
897
333
34
482
156
147
545
67
150
31
212
841
126
31
321
255
75
277
27

12,600

(in thousands)
House/Senate

87
12
108

5,600

Difference

108
15
136
43
922
122

7,000

Dollar Amounts of Benefits

President

$1116
15.4
139.4
453
944.9
125.0
85.1
238
420
316.1
152.0
35.0
29.3
382.2
1482
85.9
86.5
88.3
94.9
287
138.9
218.4
281.4
1474
55.4
148.3
18.6
59.2
345
328
1735
49.9
5135
190.4
19.3
2752
89.1
84.2
3113
38.4
85.9
17.6
121.1
4805
723
18.0
183.3
145.8
42.8
1582
154

$7,200.0

1/ Includes HOPE Scholarship plans and the President's 20% tax credit for lifelong learning.
Calculations do not include interest deductions and tax benefits that could be received

in outyears from savings incentives in all three plans.

(in millions)
House Senate

$78.2 $72.3
10.6 9.8
97.0 89.6
32.0 29.5
655.9 605.8
86.7 80.0
58.8 54.2
16.4 15.2
28.9 268.7
220.6 203.8
106.3 98.2
24.1 222
206 19.0
264.6 244.4
103.1 95.3
59.9 55.4
60.2 556
61.9 57.2
67.0 62.0
20.0 18.5
96.2 889
151.2 1396
195.6 180.7
102.5 94.7
39.3 36.3
103.3 95.4
13.1 121
411 38.0
238 220
227 21.0
120.3 1111
350 323
360.0 3327
132.1 122.0
13.5 12.5
191.9 177.3
62.6 57.8
58.5 54.0
216.5 200.0
266 . 246
60.0 554
12.4 11.5
84.5 78.1
334.8 309.3
50.5 46.7
125 116
1271 117.4
101.3 93.6
30.0 277
109.6 101.2
10.7 9.9
$5,012.0 $4,630.0

2/ The number of beneficiaries is the same under the House and Senate plans, though the amounts of benefits differ.

Source: Education Department estimates based on State-level enroliment and Pell Grant recipient data.

Dollar Difference:

{in millions)
President Compared to
House _ Senate

$33.4 $39.3
4.8 5.6
42.4 49.8
134 15.8
289.0 33941
38.3 449
26.3 30.9
74 8.7
13.1 15.3
95.5 112.3
45.7 53.8
10.9 12.8
8.8 10.3
117.6 137.8
45.1 529
259 30.5
26.3 309
26.3 31.0
279 330
8.7 10.3
42.7 50.1
67.3 78.9
85.8 100.7
449 52.7
16.2 191
45.0 52.9
54 6.4
18.0 212
10.7 1286
10.1 11.8
53.2 62.4
15.0 17.6
153.5 . 1807
58.3 68.3
5.7 6.7
83.3 97.9
26.5 N3
257 30.2
94.8 1114
1.7 13.8
25.9 305
5.2 6.1
36.6 43.0
145.7 171.2
21.8 256
5.5 6.4
56.2 65.9
44.5 52.3
12.8 : 1541
48.6 57.0
4.7 55
$2,188.0 $2,570.0
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU=0PD/Q=EOP [ OPD ] )
CREATION DATE/TIME: 9-JUL-1997 15:33:02.00

SUBJECT: AG's meeting

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

Elizabeth Drye
07/08/97 08:39:03 PM

Record Type: Record

To: Bruce N. Reed/QPD/EOP, Elena Kagan/OPD/EOP
ce: ' Jerold R. Mande/OSTP/EQP

Subject: AG's meeting

Shalala would like to schedule this meeting at 10:30 am. Thursday. Does
that work?
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Elena Kagan ( CN=Elena Kagan/OU:OPD/O:EbP [ oPD ] )}

CREATION DATE/TIME:10-JUL-1997 19:37:05.00

SUBJECT:

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

TEXT:
please print.

Bruce N. Reed
07/10/97 05:47:28 PM

Record Type: Record

To: Elena Kagan/OPD/EQP, Paul J. Weinstein Jr./OPD/ECP
cc:

Subject:

From: Melissa Green on 07/10/97 05:25:06 PM

Record Type: Record

ToO: See the distribution list at the bottom of this message
cc:

Subject:

Please deliver the following agenda and dicussion paper to your principal
for tomorrow's 2:00pm Climate Change Meeting. If there are any probklems
with the transmission please call Melissa Green at 456-5804. Thank you.

Message Sent

To:

Rodrigo Prudencia @ 647-0753 @ Fax
Sheri @ 695-7011 @ Fax

Liz Tochey @ 219-7371 @ Fax

esther @ 622-1800 @ Fax

Mary Beth @ 720-2166 @ Fax

Lucie Naphin @ 482-0052 @ Fax

Jose Vazquez @ 366-5535 @ 366-7952 @ Fax
Barbara @ 366-3937 @ Fax

Denise @ 260-0279 @ Fax

Marcus King @ 586-7573 @ Fax

Peg Weathers @ 586-7573 @ Fax
Janet Graves @ 395-1005 @ Fax

Lois Altoft @ 395-3174 @ Fax
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Ophelia West ® 395-1198 @ Fax
Dena Weinstein @ 395-3390 @ Fax
Isabella Watkins @ 736-7551 @ Fax
Alice Williams @ 395-6958 @ Fax
Chris Cicio @ 456-9490 @ Fax
Burgess Laird @ 736-7551 @ Fax
Deb Hickey @ 703-875-4639 @ Fax
Joyce @ 720-5437 @ Fax

Leon S. Fuerth/OVP @ QVP

Debbie B Bengtson/OVP @ OVP
Elizabeth Harrington/OVP @ OVP
Bruce N. Reed/OPD/EOP

Cathy R. Mays/OPD/EOP

Laura Emmett/WHO/EOP

Susanne Bachtel/OSTP/EOP

Ginger @ 514-0467 @ Fax

Mark Schaffer @ '371-2815 @ Fax
Robert S. Kapla/CEQ/ECP

Melissa Green/OPD/EOQOP

Sara M. Latham/WHO/EOP
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Agenda
NEC/CEQ Principals Meeting
Climate Change
July 11, 1997

Interagency Decision Process

Domestic Emissions Trading
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CLIMATE CHANGE POLICY WORKGROUPS

1. Domestic Policies
A. Domestic Emissions Trading
B. Technology Policy
C. Transition Assistance
D: Regulations and Standards
2. International Policies
A. International Emissions Trading & Joint Implementation
B. Developing Country Issues

C. Enforcement/Compliance
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' PREDECISIONAL DRAFT 7/9/97
DO NOT QUOTE OR CITE

DISCUSSION PAPER:

DOMESTIC EMISSIONS TRADING PROGRAMS
FOR GREENHOUSE GASES

1 Introduction

Under emissions trading programs, emissions allowances are first allocated or auctioned.
These allowances may then be traded. Allowances can have substantial value, so distributional
issues are an important component of program design.

Emission trading programs offer both “static® and “dynamic” efficiency advantages over
more traditional forms of regulation. Trading allows those with higher abatement costs to
purchase allowances from those whaose costs are lower. Total costs will therefore be lower than
under traditional regulation, which require all polluters to comply with a specific standard.
Nevertheless, emissions trading may often involve people and firms adjusting to higher prices.

Under traditional regulation, firms have little incentive to abate pollution by more than the
minimum required. As a result, firms under-invest in pollution control R&D. Emissions trading
offers dynamic efficiency gains by creating incentives to continuously improve pollution
abatement technologies in order to generate “surplus” allowances for sale.

2. US Experience with Emissions Trading

The US has had more expertence with emissions trading than any other country.
Examples include:

Sulfur Dioxide (SO,) Allowance Trading: The Clean Air Act Amendments of 1990 required a
50 reduction in SO, emissions from electric utility boilers. To accomplish this goal, a fixed
number of emission allowances were allocated to electric utilities based on a formula
reflecting historical emissions. In addition, a small portion of allowances are auctioned every
year to facilitate price discovery and new entrants. Allowances are specifically excluded from
being defined as rights to pollute, may be traded to any party anywhere, and may be
“banked” for use in future years. Participants need to conduct regular monitoring of
emissions and make an annual accounting of their emissions. Penalties are imposed if
emissions exceed the number of allowances held by a source.

A functioning market in SO, allowances now exists, involving both bilateral exchanges
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between companies, and brokered exchanges through third parties. This market, along with
other factors,] has helped to dramatically reduce the cost of the abatement program. Initally,
forecasters claimed that a 50 reduction (10 million tons) in SO2 would correspond to
allowance prices in the range of $400 to $1000.2 However, prices for allowances that would
be needed in the next decade to achieve this level of emission reduction currently range
between $100 to $120. In addition, 1995 emissions were actually 40 below the legally
required levels for that year,

Water Effluent Trading: The US generally has regulated surface water quality through a system
of discharge limits for large sources of water pollution. In addition, states have standards for
ambient water quality which are often not attained even after large dischargers apply “best
technology.” The reason is that small (“nonpoint”) sources (such as runoff from farms)
contribute significantly to water pollution. A number of state and local governments are
employing trading systems for watersheds that either permit trading among large dischargers,
or allow large dischargers to fulfill their requirements by controlling nonpoint sources, These
include the Fox River in Wisconsin, the Dillon Reservoir in Colorado, and the Tar-Pamlico
River in North Carolina. The latter two programs are designed to manage future economic
growth. Thus, the quantity of effluent allowances allocated exceeds current discharge levels.
Once growth consumes this excess, trading is expected to reduce compliance costs.

Inter-refinery Lead Trading: EPA operated a lead trading program from 1983 to 1987 as 1t
phased out lead from gasoline. Lead trading allowed refiners and importers to trade lead
reduction credits in order to meet limits for the lead content of gasoline. The quantity of
allowances to which a firm was entitled was determined by the amount of leaded fuel
produced by the firm and the contemporaneous EPA standard. Those who bettered the
standard could sell their credits to others. Some 10 billion grams of lead were traded during

1 These include the fact that the target that was acwally adopted was not as onerous as many in industry had feared,
the low price and widespread availability of low sulfur coal, the awarding of “bonus allowances,” the postponement
of capital investments, and lower than expected transportation costs.

2 Hahn, Robert W.; and Carol May, “The Behavior of the Allowance Market: Theory and Evidence,” The
Electricity Journal, March 1994,
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the course of the program at prices ranging from 0.75 to 5 cents per gram. Allowing the
trading of lead credits reduced the costs of the program by approximately 20 percent.

Criteria Air Pollutant Trading: EPA first began incorporating aspects of emissions trading in its
air program in 1974, when it allowed a modified source to use “credits” earned by another
source within the same plant to avoid additional regulatory requirements. Since then,
emission trading has substantially expanded. Trades have numbered in the thousands and
have been estimated by Hahn and Hester (1986) to have achieved savings between $525
million and $12 billion.

Market Mechanisms for Chlorofluorocarbon (CFC) Phaseour: Under the 1987 Montreal
Protocol to limit stratospheric ozone depletion, the U.S. required the phase out of the
production of CFCs by 1996. As part of its program, the U.S. adopted a tradeable permit
regime covering CFC manufacturers and importers. These allowances were allocated based
on each firm’s 1986 market share. As the market for CFCs declined, the system allowed firms
to allocate production among different facilities according to the least-cost pattern of supply.

It also gave CEC users the flexibility to switch between different CFC compounds, within the
overall limit on allowances. This program helped reduce the costs of the phaseout. In 1988,
EPA estimated that the cost to halve CFC use would be $3.55 per kilogram. By 1993, it
became clear that all uses could be efiminated by 1996 at a cost of $2.45 per kilogram.

3. Emissions Trading of Greenhouse Gases

A greenhouse gas emissions trading program would likely contain several elements. First,
emissions budgets would be established. Some entity or entities would be given responsibility
for verifying compliance and the integrity of allowances. Noncompliance with allowance '
limitations or reporting requirements would result in penalties. The program would establish
permit lifetimes, monitoring and enforcement provisions, and rules for permit banking,
borrowing, and trading.

Among the important issues to be addressed in designing a domestic emissions trading
program are:

--Where the constraint is imposed. A “primary fuel” trading program would limit the
production or import of fossil fuels. A “sectoral” trading program would limit emissions
from one or more key sectors (e.g. utilities, transport or heavy manufacturing).

--How permits are distributed. Permits could be given to existing emitters, given to
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others (who could then sell them back to existing emitters), auctioned, or some
combination of the foregoing. If permits are auctioned, substantial revenues could be
raised. (Options for using these revenues include tax cuts, deficit reduction and support
for transitional or technology programs). If permits are given away, recipients would
potentally receive a windfall.

These and related issues are discussed below.
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A. Where the constraint is imposed.

Carbon dioxide from fossil fuel combustion currently accounts for about 85 of U.S.
greenhouse gas emissions. A trading program could be implemented at various points in the
energy market, including fuel import, fuel extraction, processing, refining, distribution, and
secondary conversion {e.g., coal to electricity). These points could vary by sector. For example,
an emissions trading program could focus on the point of final combustion for coal, but on
refining for oil, or distribution for natural gas.

Possible programs are described below:
Primary Fuel Emissions Trading

The primary fuel producing sector - extraction, processing, refining, and distribution -
has many levels where a permit program could be implemented. One option would be to
require permits at the point of first sale (a permit is surrendered with the first inter- or intra-
company transaction). Such a system would include transactions between a coal company and an
electric utility, between a natural gas producer and its marketing arm, between a natural gas
producer and a broker, or between an oil extraction company and its refinery operations. Fuel
importers would also require permits to import fuel. This would capture the carbon from fuel
consumed in the refining process. The number of market actors under this program design
would be under 5000 and virtually all carbon in the energy sector would be included in the
program.

Sectoral Emission Trading

An emissions trading program could also be applied at the point of combustion, allowing
trading among affected sources. This system would be most comparable to the current SO,
emissions allowance trading system.
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Including the six largest industrial CO,-emitting sectors (electric utilities, cement, primary
metals, pulp and paper, petroleum refining and chemicals) in a trading program could encompass
as many as 20,000 market participants and 90 percent of industrial CO, emissions. Mobile
source emissions could be indirectly included in the system by allocating transportation
equipment manufacturers permits for emissions associated with their automobile fleets or by
including refiners in the program. Residential and commercial emissions could be similarly
addressed by focusing upstream in the energy system. The electric generating sector could use
existing monitoring and reporting infrastructure.

In determining where constraints would best be imposed, the following factors may be
relevant:

Administrative and compliance feasibility: The number of sources involved in the trading
program should be small enough to be administratively feasible and large enough to ensure
market competition. In addition, monitoring and verification of permit compliance must be
possible for those included in the program.

Public Acceptance: The program must consider the ease or difficulty with which various
allocation approaches would be accepted by the public.

Portendal to Diftuse Low Greenhouse Gas Technologies: Alternative points of intervention
should be evaluated for their ability to provide incentives for research, development, adoption
and diffusion of low greenhouse gas technologies.

Market Impacts: The permit program will have economic impacts on firms that vary
depending on program design. For example, exempting certain sizes or categories of sources
from permit requirements because of administrative or equity concerns (e.g., small boilers or
home heating oil) has competitive implications within the energy market.

Consistency with the international trading system: The domestic program should be
consistent with any international prescriptions concerning the coverage of sources and gases.

2. Who gets permits

In an emissions trading system, permits can be given to existing emitters on the basis of
baseline/historical emissions or other formulae, given to others (who can then sell them to
emitters), auctioned (where revenues accrue to the government), or some combination of the
foregoing. '

Permit allocation formulae could take into account the market impacts of the mitigation

6
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program. “Set asides” could be made available to those industries, workers or consumers who
experience a disproportionate share of the costs of control. A set aside could also be auctioned,
with the revenues used for the same purpose.

Allocation Based On Baseline/Historical Emissions

Under this approach, sources are given a number of permits based on baseline fuel
production or emissions and an allocation formula. Various allocation formulae can be devised,
weighted to greater or lesser degrees in favor of sources with high historical emissions.
Emissions allowances are endowed to facility operators for no cost and would be transferable,
Those receiving permits thus obtain assets of potentially large value from the government at no
COST.

Such an allocation mechanism could create entry barriers. In a capital intensive sector like
primary fuel production, where entry barriers are already substantial, new entrants would be
further disadvantaged if they had to purchase permits - especially if existing holders hoard
permits. This problem could be mitigated by setting aside a number of permits for purchase by
new entrants or by auctioning a portion on the open market, Such an auction would also
facilitate price discovery in a new market. Although new firms will stll be disadvantaged (as they
will pay for all of their permits), they would be able to enter the market. The pool of permits
would need to be withheld from existing sources to ensure compliance with budgeted national
emission levels.

It may be desirable to design an allocation that would allow credit for early emissions
reductions (those achieved prior to the start of the program, but after the baseline period) -- in
particular for those that reduced greenhouse gas emissions as part of government sponsored
voluntary programs. If credits for past actions are given, the total credits allowed would need to
be deducted from the overall permit allocation for the first budget period in order not to exceed
the national greenhouse gas emissions target. In addition, mechanisms may be necessary to
ensure verification of these credits.

Auction

Alternatively, an auction could be used to allocate permits. The price permit holders pay
would depend in part on the auction design or method used. Auctions ensure that permits
~cannot be hoarded (a concern often expressed regarding allocation approaches), are available for
trade, and would serve to inform potential traders about current price levels. Auctions would put
new entrants on the same footing as existing emitters. As discussed earlier, since an auction
could produce substantial revenues, some decision would have to be made with respect to what
to do with the proceeds.

Given that an auction could produce substantial revenues, some decision would have to

7
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be made with respect to what to do with the proceeds. They could be used exclusively to reduce
taxes or the deficit. Alternatively, as discussed below, a portion of the revenues could be used to
address inequities in the distribution of control costs and to fund R&D for less carbon intensive
energy sources and end uses.

Supporting Technological Progress and Transitions

The allocation of permits, or the use of auction revenue, could be used to promote more
rapid diffusion of existing climate-friendly technologies and accelerated R&D for new
technologies. For example, a reserve of allowances could be set aside to encourage more rapid
development and diffusion of low greenhouse gas emitting technologies. Manufacturers of
energy consuming equipment could compete for the set aside based on the degree to which they
produce equipment more efficient than the average in use or than required by current mandatory
efficiency standards. Such a program could yield reductions in energy demand and help buffer
the consumer from the impact of higher energy costs. Similar results could be achieved with the
use of auction revenue.

Permit allocation formulae could take into account the market impacts of the mitigation
program, Set asides could be made available to those industries, workers, or consumers who
experience a disproportionate share of the costs of control. Auction revenues could also used for
this purpose.

C. Non-carbon greenhouse gases

Greenhouse gases include not only carbon dioxide, but also methane, nitrous oxides,
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), and sulfur hexafluoride (SF6). Gases
differ both in their atmospheric lifetimes and in their ability to trap heat in the atmosphere. In
addition, carbon is not only emitted through the combustion of fossil fuels, but is also absorbed
by *“‘sinks” such as trees and soils.

Gases other than carbon dioxide account for the 15 of U.S. greenhouse gas emissions.
Most important is methane, which accounts for 11 of national emissions. Since gases differ in
their lifetimes and in their potential to trap heat in the atmosphere, an “exchange rate” or trading
ratio must be established to convert all gases into common units for inclusion in a trading
program. Such ratios have been developed by climate researchers and could be applied here.
These should be consistent with the rules established in the international protocol.

Several, although not all, of the many sources of non-carbon greenhouse gases could
likely be included in a trading system. For example, methane emitting coal mines, landfills,
livestock manure management facilities and potentially natural gas distribution systems may meet
the criteria described above for inclusion in a greenhouse gas trading program. These sources
account for 7 of national greenhouse gas emissions. Similarly, emissions of some sources of
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other gases could potentially be included (e.g., magnesium production).

Forests in the United States currently remove an amount of carbon equal to 8 of national
emissions from the atmosphere. Their inclusion in the trading program would enhance the
system’s flexibility, although there could be considerable methodological challenges with such an
approach.
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U.S. Sentencing Commission Report on Crack Cocaine
June 30, 1997

Questions and Answers

Weren’t the Attorney General and ONDCP Director scheduled to make
recommendations to the President today on the U.S. Sentencing Commission’s
recommendations on crack cocaine penalties?

When the Commission’s report was released (April 29th), the President directed the
Attorney General and ONDCP Director to take a comprehensive review of the Sentencing
Commission’s recommendations and report back to him within 60 days -- or by

yesterday. My understanding is that the Justice Department and ONDCP are finalizing
their recommendations, and that we expect to receive them within the next couple of
days.

What did the U.S. Sentencing Commission’s report recommend?

The U.S. Sentencing Commission transmitted a report to Congress and the
. Administration on April 29th that recommended legislation to reduce the dlsparlty
between sentences for crack cocaine and powder cocaine.

Specifically, the Sentencing Commission recommended that the triggering amount for the
5-year mandatory minimum sentence for cocaine be changed from 5 grams to somewhere
between 25 and 75 grams for crack violations and from 500 grams to between 125 and

* 375 grams for powder cocaine. In other words, they recommend a "pinch" - - reduce
crack cocaine penalties a little and increase powder cocaine penalties a little to narrow the
sentencing disparity. This is only a recommendation to amend federal law, and Congress
is not required to act on it.
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~-DRAFT -
MEMORANDUM FOR THE PRESIDENT

FROM: BRUCE REED
ELENA KAGAN

SUBJECT: POLICY DEVELOPMENT FOR THE RACE INITIATIVE

This memorandum proposes a policy development process for the Race Initiative -- and
recommends an initial policy announcement to be unveiled at the NAACP’s annual meeting on
July 17th.  Although we would have preferred to develop this process with the assistance of the
Race Commuission’s staft director, we believe that it is of critical importance to get started right
away. Thus, we recommend that DPC immediately convene three workgroups in the key areas
of economic empowerment, education and administration of justice, and that a fourth issue --
health -- be addressed through DPC’s ongoing relationship with HHS.

Our goal for these workgroups is three-fold: (1) to provide a statistical “snapshot” of
racial and ethnic minorities and, thus, an informed starting point for policy development; (2) to
assess the impact of Administration initiatives on racial and ethnic minorities; and (3) based on
our analysis, to recommend policy initiatives to announce throughout the upcoming year -- as
well as longer-term policies to incorporate into the Race Commission’s final report.

I. WORKGROUPS
A. Economic Empowerment

Managed jointly by DPC and NEC, this group’s mission will be to look for ways to
promote job growth and the culture of work among disadvantaged minorities. Increasing job
opportunities for unemployed and underemployed blacks and Latinos, and assimilating them into
the workplace, is the way to strike right at the economic root of racism in our society. Jobs give
minorities what they want most -- a chance to participate in the mainstream economy -- and help
dispel majority fears about racial and ethnic minorities who are at the margins of society. Other
participants in the Economic Empowerment group will include: CEA, OVP, OMB, Treasury,
Labor, HUD, HHS, Agriculture, Commerce, Interior, SBA and Transportation.

We have already met with the CEA to begin compiling the economic data for this task.
Some analysis was conducted during the Administration’s affirmative action review, but more
needs to be done. We will also specifically examine a host of Administration initiatives --
including the Welfare jobs initiative, EITC, EZs, CDFIs, changes to CRA, the minimum wage
increase, One Stop Career Centers and Capital Shops, HUD’s Bridges-to-Work, Home

Automated Records Management System
Hex-Dump Conversion



Ownership Zones |, etc. -- and look at their impact on racial and ethnic minorities. We will try
and build on existing economic efforts wherever possible.

With respect to longer-term policy development, the Economic Empowerment group will
also look at other topics, such as: (1) strengthening job recruitment networks; (2) matching and
transporting workers to where there us worker demand; (3) promoting mixed-income, multi-
racial communities; (4) affordable housing strategies; (5) housing mobility; and (5) rural
economic development.

B. Education

This group, which will be managed jointly by DPC and the Department of Education,
will consist of two subgroups: one specifically to look into the dramatic drop in minority
enrollment at the Universities of California and Texas; and one to promote improvements in
elementary and secondary education. If addressing the “jobs gap” is the most visible and
immediate way to begin addressing economic disparities and racial stereotypes, than increasing
levels of education among disadvantaged minorities must be our primary long-term challenge.

The experience of Latinos in many parts of our country makes clear the importance of
education to climbing the economic ladder. While Latinos in some cities have been able to
overcome discrimination in hiring and develop successful job recruitment networks -- often
leading to coveted industrial jobs -- their average income is either stagnant or declining. A recent
study by the Woodstock Institute in Chicago found that while unemployment rates for Hispanic
Empowerment Zone (EZ) residents were half that of their African American counterparts, their
average income was considerably lower than that of employed African Americans.

The Minority Enrollment subgroup will consists of DPC, White House Counsel,
Education and Justice,' and has already started to meet and collect data. In addition to DPC and
Education, the broader subgroup on elementary and secondary education will include NEC,
CEA, OVP, OMB and HHS. This group will look at how performance standards, teacher
. training, technology and infrastructure improvements can help our poorer schools. Also, we are
particularly interested in reviewing what Mayor Daley of Chicago and other mayors are doing to
turn their school systems around, and how such comprehensive -- and race neutral -- changes
can benefit all Americans.

C. Administration of Justice

This group will also be split into two subgroups, both led by DPC: the first will focus on
crime control and prevention; and the second will target government-wide enforcement of our
civil rights laws. Other members of these groups will include: OVP, OMB, Treasury, DOJ,
Education, Labor, HUD, HHS, Agriculture, Interior and EOC.
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The primary focus of the Crime group will be to examine the under protection of racial
and ethnic minorities. Although minorities, particularly in our inner cities, are the most likely
victims of crime, they have been historically under protected by local law enforcement. Even
now, as crime has dipped to its lowest level in 35 years, initial data indicate that minority
communities have not benefitted as much from this decline as other communities. This is
especially true for Indian Country, where the homicide rate has jumped more than 80 percent
since 1992.

We strongly believe that the Administration’s community policing initiative is on the right
track and helping 1o reverse the trend of under protection. It is helping thousands of |
communities put more police in neglected, high-crime areas -- as well as allowing police officers
to work collaboratively with community residents to solve a broad spectrum of crime problems
(youth violence, domestic abuse, hate crimes, etc.) With more than 40,000 new police officers
to be hired, there is still much the Administration’s community policing -- and other crime
initiatives -- can do to address the considerable public safety needs of minority communities.

The Civil Rights Enforcement group will seek to develop a coordinated strategy and
common mission for the many federal agencies involved in civil rights enforcement. In addition
to reviewing how to reduce the considerable backlog of cases in some of these agencies, the Civil
Rights group will tackle and troubleshoot some of the policy quandaries that arise when
communities try to be innovative. For instance, the Fair Housing Act has prevented some EZs
from targeting their housing monies to EZ. residents. .Similarly, school districts that have tried to
improve by implementing initiatives such as teacher testing have come into conflict with Title VII
of the Civil Rights Act.

D. Health

Instead of establishing a new work group to review health issues, we intend to build on
DPC’s close working relationship with HHS and existing health initiatives.. HHS has already
commenced an internal review to identify disparities in health needs and the provision of services.
Also, we are reviewing the Administration’s immunization initiative to see how it has impacted
racial and ethnic minorities, and considering how we can ensure that the low-income children’s
health initiative meets the significant needs of certain minorities.

II. INITIAL EDUCATION ANNOUNCEMENT

We are recomniending that you announce a two-part education initiative when you speak
to the NAACP on July 17th. This initiative, which will be included as part of the reauthorization
of the Higher Education Act, focuses on improving teacher recruitment and preparation, with a
particular focus on preparing teachers to teach in urban and poor rural school systems. The
teacher preparation component of the program will provide funds to partnerships involving
institutions of higher education with exemplary teacher preparation programs, other institutions
of higher education seeking to strengthen their teacher preparation programs, and local school
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systems that will employ new teachers. These partnerships will work together to implement
teacher preparation programs that effectively equip new teachers to teach in urban and rural
environments.

The second component funds scholarships for individuals preparing to teach; scholarship
recipients will be required to teach for at least three years in an under served community. Funds
will be distributed on a competitive basis to partnerships of eligible local school systems and
institutions of higher education. The partners together will define the priority local needs (e.g.,
teachers in particular disciplines, specialties or grade levels) and target populations (e.g., mid-
career adults, paraprofessionals already in the classrooms, or more traditional teacher
candidates), and will provide scholarships to individuals meeting these criteria.

By focusing on better training for teachers and improving our neglected schools, we
believe that you will be in a strong position to urge the NAACP not to abandon it long history in
support of integration -- and to support the Administration’s education initiatives.
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