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Bipartisan Budget Agreement between the President and the Leadership of Congress, 	 ­

1. 	 The elements orthis Bipartisan Budget Agreement provide for delicit reduction amounts that are estimated to 

result in a Balanced Budget by fiscal year 2002. 


2. 	 The Bipartisan Budget Agreement is approved by the President, the Speaker of the !:louse orRepresentatives, the 
Senate Majority Leader, and the Senate Minority Leader. The President and the Congressional leadership agree to 
engage in a coordinated effort seeking to enact the Bipartisan Budget Agreement. Their coordinated effort shall 
seek to produce support for the Agreement by a majority of Democrats and Republicans in both the House and the 
_Senate. This agreement represents commitments to good faith efforts; it does not purport to amend or suspend 
rules of the House or Senate. Ifbills, resolutions, or conference reports are deemed to be inconsistent, remedial 
efforts shall be made by all parties to assure consistency. Such efforts shall include bipartisan Leadership' 
consuitation and concurrence on amendments and scheduling as necessary. 

3. 	 Agreed upon budget levels are shown on the tables included in this agreement, including deficit reduction levels. 
major category levels for discretionary, mandatory, and tax and receipt changes. 

4. 	 Discretionary priority spending will be protected by the amounts set forth in this Agreement. 

5. 	 Agreed budget process items will be included in the budget resolution (as appropriate) and reeoneiliation, and are 
set forth in the budget process description included in this Agreement. 

6. 	 An increase in the debt limit sufficient to extend the limit at least to December IS, 1999 will be included in a 
reconciliation bill carrying out this Agreement. 

7. 	 Both Houses shall pass the 1998 budget resolution with reconciliation instructions fully reflecting the Bipartisag • 
Budget Agreement. Such budget resolution shall contain 602(a) allocations consistent with this Agreement and 
shall instruct appropriate Committees to report, with Dr without a recommendation, legislation necessary to 
implement this Agreement. Conference reports on the reconciliation bills and appropriations bills that reflect the 
Bipartisan Budget Agreement shall be voted-in both houses of Congress. . 
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8. 	 Ids the intention of the leaders that Congress shall present the revenue reconciliation bill to the President after the 
spending reduction reconciliation bill. This assumes a good faith effort by all parties to enable such a legislative 
process to succeed. 

9. 	 Ifduring the reconciliation process it is determined that the target of a balanced budget in fiscal year 2002 cannot 
be achieved, all parties to the agreement commit to seeking additional savings necessary to a.chieve balance: 

10. 	 To the extent possible, efforts will be exercised to exclude other mandatory savings and appropriations riders 
unacceptable to the Congressional Leadership or the Administration, as so identified in official Administration 
announcements, letters, Statements of Administration Policy, or other communications. 
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SUMMARY OF DEFICIT REDUCTION IN BUDGET RESOLUTION MARK 
(Dollars In billions) 

1997 1998 1999 2000 2001 2002 5-Yr Total 


Baseline deficits a/••.•••••••••••••••••••••• 67 89 109 121 95 105 

Discrction~ry: 

Defens e ..n. n .....~...... ,;""n. n .... u .......... 

Nondcfense ..... u ..............u ....nuu.... 

-3 
-1 

-10 
-3 

-18 
-8 

-18 
-17 

·28 
·32 

-77 
-61 

Mandatory: 
Pres identin I 'initia lives .....<............. 

Medieare....U ..~H~H"..H.~H..~U.....H ..UH 

Medlen id"H......,.••:.U.U....H.U~U.•.ou...u. 

Other mandatory .. " ..",..",n".uHuuU.U 

6 
-7 

-1 

6 
-17 

-2 
-6 

7 
-23 

-2 
-14 

7 
-29 
-4 
1 

6 
-40 

-6 
·19. 

31 
-115 

-14 
-40 

Revenues: 
Net tax relief ....................... nu..u ..,.... 7 11 22 23 21 85 

Total policy changesn_un ............. - 1 -19 -36 -37 ·99 "190 

Debt service ......................... n.............. . 0 -0 -2 -4 ·7 ·14 

Total deficit reduction .. m .............. 1 -19 -38 -41 -106 ·204 .' . 
Resulting deliclt/surplus __...._..... 67 90 90 83 53 ·1 


NOTE: Details may not add to totals dut 10 rounding. AI. tolal1 shown on a Ilntnl!d budget blUls. Re:nnue rflludlon shown as 
posclUve b«ause It Im:n:35CS the dendt. • • 
II B.uellne Indudes nsul dividend, CBO rnenue updale, and anum" discretionary spending Inueas" at Ihe ratt of InnaUon. 
Prepartd by SOC MaloritySlarr9 15-May·97 
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tong lIango SUrmla"" \901·2001 !,tin t~lIon. ,,1 doll.", 
[--..,-··-···--··'7J;·--·---,.·----·---I-----....--p,o--'- "- 'f-J,--' 

••I 
,--1\lU'''-T$9& ·-·I~~]!!,~·n~OfQ--·:i61iT-··iO!i~-·Mof-·-2.OiM·'!'~~= ---2l)JlJI -1ol!i~~ .!':9I,u! •• 

Cu"enl &I,,'.a. O.Reit ............ ," 97,2 &9.0 109.1 1213 94,5 104.9 103.2 \06.6 133.3 127,8 117:0 •• 
·1l1.erellolory Saving" 

Oefbnff. .................... " .............. -3.0 -9.9 '-179 ·16,3 ·27.7 ·32.1 ·33.0 ·34,0 ·35.0 ·36.1 -78.8 -247,0 ,
Nonde'ense......., ....................... - :1.D ,2.~ !II,O ,17,,4 ,32.1 ,36.> :3909 ,;j2J1 §,j £5 ,/ll.2 :m.a 

SUbtotal, discrotlonary sevlngs.. .,. -4,0 ·12,5 ·259 ·35,7 ·59.9 ·68,6 ·72,9 -76.6 -80,1 ·B3.6 ·13&,0 ·51M i 
Mandaloff savings: •Medcre, net ......" ..........., ........ ,- -II,S -16,a -227 ·29.0 -40.0 ·50,0 -lIG,Q -115,0 -70,0 -74,0 -116,0 -43<.0 
 ~ 

Medfcdd. net ............................ -1.5 -24 -3,6 -lI,2 -7, I -a,6 ·10,2 ·12.0 ·13.9 -13,1 -35,5 

Olhe, n,ndolOly •• 

Spe:trurn....." ........ : ............... .. ·3,5 ·35 -4,5 -14,8 .1.9 ·1.0 ·1,0 ·1.0 -1.0 -26.3 ' ·3U 
Olh,r. ..... " ..... , ................. h - .1.3 ,1.1 ,IU9 5,5 ,:1.4 .J.6 ,3.2 ,11.1 :4.l! 12.3 :13..3 ,zu ~ 

.. , •• 

Subtotal.mandaiOf)' savlng"'-,...... .7.B ·23.9 ·la5 -31,6 ·65,4 ~o.a ·72,8 ·93.9 -61.9 ·76,6 .168,3 ·559,9 ~ 

Oebt senlce. net... ,"" .................... 0,0 ,0.5 ,1.0 ,;l,a ,]A ,)2.5 ,j8.2 ,a5.Q ' :32.5 :3U ,13.6 ,t4:.~ • 

Subtotal,savlngs proposals.......... '" .116 -36_6 ·67.4 ·71,1 .132,8 ·141.6 -163.9 .195.5 ·200.5 -200,0 -319,9 ·1,221.4 

Oomestic ''UliaUve9:_........" ............ 5.9 6.1 t7 6.5 6.0 6.6 7.0 7.0 7,0 7,0 31,2 6$.1 

Nee tax Cll.."......•,'" ..................... .. 7.4 11.3 2'.4 23~ 2M 27.2 ' 2M 3M 3U !lU 85..0 2.4U 

Totel cheng!! ............. , ....... : .......... :~ l..5 "I.M ,3t3 '!It.2 ,106.3 ,to.7.8 ,12M 1.6.7..1 :.1.51..3 ,151.11 .:!03.1 ·005,? 

R••ul!kl1; deficlV.urplu. (-)........... 67.2. 00.4 69.7 8~O , 53.3 ·1,3 ·4,6 ·19,8 -23,9 ·29,5 -34.4 


NOTE,' 24ilOinti"'i005 hava 'jJ ii.iiefllp;iy"",ntiiridl001M1l iil0711iV. TLn.ebii'eUiiehiiii.e" adjUSted 10 .noi:t nOf'riianzauoiiiQilbOniiiif'-----" 
paymenh In each vear. -•G:Il.OT\B\FINALOFF.WK4 

,0:1116191 
10:47 AM 
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Domestic Initiatives and Restorations in Agreement 
(in billions ordollars) 

S·year 
1998 1999 2000 2001 2002 lolal 

Assistance to immigrants: 
ElderlylDisabled 

Medicaid 0.4 0.4 0.3 0.3 0.3 1.7 
SSI 1.7 1.6 1.6 1.2 1.2 7.5 

Disabled kids (SSI only)' 0.1 0.1 0.1 0.1 0.1 0.3 
Refugees/asylees 0.0 0.0 0.0 0.0 0.0 0.2 

Subtotal, immigrants 2.2 2.2 2.0 1.7 1.6 9.7 

Nutrition assistance: 
Add work slots for 18-50's 0.2 0.2 0.2 0.2 0.2 . 1.0 
1S% exemption for 18-50's 0.1 0.1 0.1 0.1 0.1 0.5 

Subtotal, nutrition assistance 0.3 0.3 0.3 0.3 0.3 . 1.5 

Welfare to work add to TANF 0.7 0.7 1.0 0.6 3.0 

Subtotal; immigrants, nutrition, and work 3.2 3.3 3.4 2.4 2.0 14.2 

Children's Health 2.3 2.7 3.2 3.7 3.9 16.0 

Federal land acquisition & exchange! 0.3 0.2 0.2 0.1 0.7 
Environmental reserve 0.2 0.2 0.2 0.2 0.2 1:0 

Offset low-income Medicare premiums 0.2 0.3 OJ 0.3 0.4 1.5 • • 

Total, Domestic Initiatives !lnd restorations 6.3 . 6.6 7J 7.0 6.5 33.6 
II Medicaid costs reflected in elderly/disabled medicaid line 
21 Discretionary 
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Protected, Domestic Discretionary Priorities 

(Funded at levels proposed in the President's FY 1998 budget.) 

Department of Commerce 
• 	 National Institute or Standards and Technology (NIST) 

Departmenr of Education 
• 	 Education RefQrm (includes Technology Literacy Challenge Fund) 
• 	 Bilingual and Immigrant Education 
• 	 Pcl1 ($300 increase in 1998 m",dmum award amount, to $3,0(0) 
• 	 Child literacy initiatives consistent with the gnnls nnd the concepts ofthe President's America Reads program. 

Department of Health and Human ServicC's 
• 	 Head Start 

Department of the Interior 
• 	_National Park Service: Operation ofthe National Park System, Land Acquisition and State ASSistance, and Everglades Restoration 

Fund (including Corps of Engineers) 
• 	 'Bureau oflndian AlTairs, Tribal Priority Allocations 

Department of baboT. 
• 	 Training and Employment Services, including Job Corps 

Dtpartrqent ofTreasury 
• 	 Community Development Financial Institution Fund 

Environmental Protection Agency 
• 	 EPA Operating Program 
• 	 Superfund appropriations will ba at the President's level if policies can be worked out. 

Violent Crime Reductton Trust Fund, including COPS 	 • • 
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Spectrum Auctions 
(oullay savings in billion. or dollars) 

1998 
Spectrum --­

- - - - - - - - - - - -- ­

1999 2000 2001 
-3.5 -3.5 -4.5 

, .....s-v.,., IO-V•••.. 
2002 Savings . Savings 

-14.8 -26.3 -32.3 

Nole: 	 Estimales for 1998-2002 were developed by the Congressional Budget Office (CBO). CBO has nol formally provided estimales for 
2003-2007. Tenlntive estimates for 2003-2007 are provided. 

Four (tuttion proposals and 3pen.1lty fee arc assumed with expected receipts totaling $26.3 billion over five years and $32.3 billion over ten 
years (CBO scoringl. . 	 . 

1. 	 Auction Q(78 Megahertz (MHz) of spectrum currently allocated to analog broadcasting: Codify current Federal Communications 
Commission (FCC) phms (0 rc:daim surplus "analog" broadcast spectrum after broadcasters have migrated to new digital channels. 

2. 	 Auction of36 MHzofspectnmi currently allocated to television channels 60~69: 24 MHz will be reserved for public safety uses (e.g., 
police and emergency vehicle communications). 

3. 	 Broaden and Extend FCC'Auclion Authority: Expand the FCC's current authority to auction non-broadcast spectrum and extend FCC 
, 3U(;tion authority beyond 1998, when it currently expires. This proposal continues a poJicy to allocate spectrum via auetions. 

4. 	 AuctiQn "Vanity" Toll Free Telephone Numbers: Authorize the FCC to award new generations of toll-free vanity telepbone numbers (e.g., 
1-888-BALANCE) through an auction. 

S. 	 Spectrum Penalty: As authoril.ed by current law~ a penalty fee would be levied against those entiti6 who received "free" $peetrum for 
advanced. advertiser-based televi.ion services. but failed to utilize it fully. 

·f 	f 
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Student Loans 
(outlay savings in millions of dollars) 

- - -- ­ - - - ------ ­ - ­

1998 1999 

-------- ­

2000 2001 
. 

2002 

""""" """"­S-V••r 
Saving! 

"""".'""~IO-V••r 
Savings 

TotAl, Student Loan savings ·241 ·240 .' 151 ·81 • J ,050 - 1,763 . 1,996 

The Agreement provides for outlay savings of $1.763 billion over five years and $1.996 billion over ten years from the student loan programs: 

• savings win be achieved without increasing cost<:;', reducing benefits, or limiting access (0 loans for students and their families. 

• savings wj~' be derived as follows: 

(a) $1.000 minion over five years from guaranty <'tgency reserves 

(b) $603 million over five'years, and $606 million over ten years, from section 458. 

(c) $160 mimon over five- years and $390 million over ten years from elimination ofthe $10 per loan fee paid to institutions participating 
in the direct Joan program. 

, , 

05/16/91 10:55 AM 10 
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Civil Service Retirement 
(deficit reduction in million. ofdollars) 

1998 i999 2000 2001 2002 
S-Year 
Savings 

-2,933 
·1,829 

to-Vear 
Savings 

-2,933 
-1,985 

Increased Agency Contributions 
Increased Employee Contributions 

·597 
--­

·591 
·214 

·586 
-423 

·582 
·571 

·577 
·621 

• 	 Increase agency contributions (except Postal Servic. and D.C.) for Civil Service Retirement System (CSRS) by l.SI peroenlllgepoints 
effective October I, 1997 through September 30, 2002. 

• 	 Phase in increased employee .ontrioutions to the Civil Service Retirement System (CSRS) and Federal Employees Retirement System 
(FERS). 

• 	 Employee contrihution!; would increase 0.25 percentage points January It 1999; an additional 0.15 percentage points January 1.2000; and 
a final O. J0 percentage ptllnt!': ror a total cumulative increase of0,50 percentage points 1anuary 1.2001. Increased contributions remain 'n 
effect through December 31. 2002. - ' _ 

• 	 Legislation provides that agency coinributions (0 FERS would remain unaffected by this C?hange. 

• 	 The CBO March Baseline is explicitly assumed for all Civil Service Retirement options, including any potenti~1 FEHB options, 

u.S. Postal Service 
(outlay savings in millions of dollars) 

, 

IO-Vear ­
-


S·Y••r 
Savings Savings1999 ., 1998 20022000 2001 

-261End Transitional Payment for ._--, ·25 -32 -121·33 ·31 , ,
,Work~r's Compensation _ 

-------------------- . 

• 	 The proposal would repeallhe paymenllo lhe U,S. Pos!al Service (USPS) to finance workers compensation benefits for employees 
injured before the USPS Was crealed in 1971. USPS would be required to pay lhese costs out ofth. Postal Fund. 

05116197 10:55 AM 	 II 
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Allow VA to use refund offset 
to collect deficiency balances ... 

Veterans Home Loan Benefit Fund 

(outlay savings in millions ofdoll.rs) 

1998 

-90 


1999 

0 


2000 
-

o 
-

2001 

0 


2002 

0 


~~--

S-'Year to-Ye.. 
Savings Saving! 

-90 -90· 

• 	 This provision' would allow VA to collect outstanding VA loan guaranty debts by Federal salary offset or Federal income tax offset'­
Currently VA is prohibited from using non-VA Federal oiTset. to satisfy debts unless the debtor consents in writing. or if. court has 
determined that the debtor is liable to VA for the deficiency, 

• . This win save the program $90 million in outlays in the first year of implementation. 

Veterans Compensation Program' 
(outlay savings in millions ofdoHars) 

Round down monthly 
compensation benefits after 
applying COLA 

1998 

-23 


1999 2000 
-SI -88 

-:-~--

2001 
-101 

~---

2002 
-128 

to-Year,S·Y.ar 
Savings Saving! 

-1,469·391 

• 	 Authorizes V A to permanently round-down monthly compensation benelit payments to the nearesl dollar after applying the annual_ COLA 
in each year, an extension ofcurrent law. " 

• 	 The practice of rounding down monthly benefit checks is consistent with all other major pension programs including veterans ~nsions 
and military and civilian retirement benefits. . .' f • 

05116/97 10:55 AM 	 12 
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,Medical Cal:e Cost Recovery 
(outlay savings in millions ofdollars) 

. 
S·V.ar IO-Year 
Savings Savings1998 1999 2000 2001 2002 

Mandatory Admin. Savings from ·123 ·128·118 ·133 ·139 ·641 -1,427 
moving receipts to discretionary, 

• 	 This proposal allows Medical Care to retain user fep.s to offset the cost of care provided in V A facilities. Currently, all receipts in excess 
of administrative costs are returned to Treasury. Under this structure. the administrative costs of debt collection are mandatory spending. 
Allowing the. discretionary V A Medical Care account to retain all of these rece_ipts and fund the cost of this activity out of its coll~tions 
witl result in a mandatory savings of$641 million over five years and $1,427 million over ten years. 

Veterans Pension Program 
(outlay savings'in millions ardollars) 

5-Year 10·Vear 

1998 1999 2000 2001' 2002 Savings Savings 

Extension of OBRA _.­ ·133 -211 -143 ·190 ·677 -\ ,866 
Provisions for V A Pensions 
(See Nqte I) 

There are two OBRA savings provisions related to the veterans pension program. The overwhelming majority of the above savings are 
attributed to the $90 benefit limit described below. . 

• This provisi'on extends the current limitation on V A pension benefits to Medicaid-eligible recipients in nursing homes. Under this 
provision veterans get to keep a greater monthly benefit (the $90 VA benefit). The full cost of the beneficiaries' nursing home care w
be paid by the Medicaid program, where costs are shared with the states. 

ould 

, , 
• This provision extends the authorization for V A to match inco".1e informati?n submitted by beneficiaries with IRS and SSA records. 

Note 1: The savings reflected' in the table are net of Medicaid costs. 

05116197 10:55 AM 13 
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~ete.'ans Housing Benefit Fund 
. (outlay savings in millions ofdollars) 

"~~~~~~~ 

, S·V...r to·Vear 
"Jnnn Savings2002 I Savings± 1998 t 1999 _vvv u2~gl ml

Extend Loan Asset Sale Authority. .5 
h 

·5_u 
.J 	 -5 -25. ·50 

• 	 This provision would extend VA's authority to guarantee VA securities issued in the secondary market directly, thereby enhancing theaf 
value. . 

• 	 To cover obligations of VA's home loan program. V A secures its direct or "vendee" toans and guarantees the certificates sold to 

investors. V A has its own securitization vehicle which issues multiple~class pass~through securities and is taxed as a Real"Estate 

Mortgage Investment Conduit (REMIC).VA's REMIC currently carries the rull faith and credit of the United States. 


5-Year !o,Vear 

1998 1999 2000 2001 2002 Savings Savings 
-Exiend Higher l..oatisfeeSJResal,,-----­ -1 t ·228 -227 -224 -219 -909 -1.993 
Loss Provisions (OBRA) & increase 
home loan fees fot.non-veterans . . 

- - ------------ ­ -------- ­ - - ­- ------- -­

This includes two proposals-extend OBRA provisions and increase the fec for non-veterans financing through "vendee" t~. 
. 	 . 

• 	 The OBRA provisions permanently extend three provisions that sunset September 30. 19998. This extends VA's authority to: . 

I) charge borrowers using VA's home Joan guaranty program a 2% instead ofa t.25% fee. _ 

2) charge veterans who us~ the loan guarantee benefit more than once a funding fee 00 percent to reduce losses, and 

3) include expected losses on the resale of foreclosed properties. 


• 	 Second, this provision increases the fee for non-veterans using VA's vendee loan program to match FHA fees.. When V A takes t. 
possession of properties reSUlting from defaulted veterans loans, the homes are ultimately sold to the seneral public. VA finanees these 
properties through its vendee loan program, charging fees that are lower than those offered to' veterans. This provision would mise these 
fees to 2.25% -- the same-up-fron! funding fee that the general public pays ror FHA loans. 

05/16/97 10:55 AM 	 14 
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FHA Assignment Program 
(outlay savings in million. ofdollars) 

1998 1999 
·145Extend FHA Assignment ·136 ~:~~? 
 2001 2002 

"''5:\'... 
Savings 

IG-Vtar 
Savings 

·128 ·IIO ·666 ·1,126. 

• 	 This assumes continuation ofcurrent law policy to provide FHA with tools to encourage lenders to forbear for only up to 1 year. This 
would improve the targeHng and efficiency ofHUD's current program. and allow FHA homeowners experiencing temporary economic 
distress 10 stay in their homes. 

Vessel Tonnage Duties 
(outlay ""vings in millions ofdollars) 

--------------- -­
, . 5-Vear lO-Year 

, 1998 1999 2000 2001 2002 Savings Savings 

Extend Vessel Tonnage Fees ... ·49 ·49 ,·49 -49 ·196 -441 

• 	 This proposal would extend vessel tonnage duties at their current levels through 2002. These duties, which would otherwise be reduced 
after 1998, are collected by Ibe U.S. Customs Service from commercial vessels entering U.S. ports from foreign ports, based on their 
cargo-carrying capacity. 

Lease of Excess Strategic Petroleum Reserve Capacity 
(oullay saving. in millions of dollars) 

--------------- ­

. , '''''''--'''1''':5:V•O' lG-V••r 

1998 1999 2000 2001 2002 . I Saving! Sa"jn~ 

Lease Excess SPR Capacity ... ·1 ·2 ·4 ·6 1 ·13 ·43 • • 
• 	 Proposal would Jease excess Strategic Petroleum Reserve storage capacity to foreign nations for storage of their crude oil. . : 

• Proposal assumes that a tolal of live million barrels of oil are stored with a fee ofS1.20 per barrel. 

05116191 10:55 AM 15 
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, Unemployment Trust Fund 
(outlay ,.vinss in millions of dollars) 

S·Y.ar to-Y••r 
. 1998 1999 2000 2001 1002 Saving. Savings 

Raise UTF Ceilings _.. -­ -200 -208 -216 . -624 -624 

• Increases the c~mngs of the Federal FUTA·funded accounts in the Unemployment Trust Fund to increase trust rund solvency. 

Unemployment Benefits 
(outlay savings in inillions of dollars) 

. --- ,-,--- ­ --­. S-Y.Dr to·Y••r 
1998 1999 2000 2001 2002 Savings Savings 

UI Benefits Integrity 
-­

-118 -158 -160 -162 -165 -763 -1,658 

• 	 Provides savings in mandatory unemployment insurance (Ui) benefits due to increased discretionary spending on UI integrity activities 
(e.g., increased eligibility reviews, tax audits). 

• 	 Assumes President's Budget requesled level of funding for UI integrity ($89 million in 1998) is pro'lided in addition to continuing 
integrity activities.already funded in the base UI administrative grants to obtain these savings. . 

, 
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VA Medical Caloe Cost Recovery and SSA User Fees , 
. (in millions of dollars) 	 . 

1998 1999 2000 2001 2002 
5-Year 
Savings 

lO-Year 
Savings 

7,282 
7,788 

1,065 
1,054 

Estimated spending associated with the VA user fee proposal: 
BA 604 628 654 
OL 544 620 651 

Estimated spending associated with the SSA user fee proposal: 
BA 35 75 80 
OL , 3J 73 80 

681 
678 

90 
89 

710 
707 

100 
99 

3,277 
3,200 

380 
374 

The proposals described below arc included in the 1998 Budget and are assumed in the Budget Agreement. 

VA Medical Care Cost-Recovery Fees . 
• 	 The 1998 Budget included a proposal to shin existing offsetting receipts from the mandatory side to the discretionary side. The 

Agreement assumes that Medical Care Cost Recovery fees are available to support domestic discretionary spending-associated with VA 
Medical Care. 	 . 

• 	 The shift of the offsetting receipts from manda'tory spending to discretionary spending has been incorporated into the Budget Committee's 
adjusted baseline. . 

SSA Fees 
• 	 The Agreement assumes a proposal to increase existing fees to offset SSA-related spending. 

• 
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-------- -------

. Earned Income Tax Credit 
(deficit reduction savings in millions of dollars) 

---S-Year to-Y..r 
1998 1999 2000 2001 2002 Savings Savings 

~~- ------- ­

Earned Income Tax Credit --­ -\3 -36 -37 -38 -124 -332 
-------­

• 	 Treasury announced a package oflegislative initiatives in April concut"fent with the release of an IRS study on EITe noncompliance 
levels. Final-seoring is not available. 

• 	 Other mutually acceptable EITe reforms targeted to reducing noncompliance and fraud may .Is<> be considered within the.etotal saving. 
targets. 

The Smith-Hughes Act of 1918 
(outlay savings in millions ofdollars) 

1998 
Repeal appropriations under -\ 
Smith Hughes 

--~ 

--~ 

1999 ~ 2000 2001 2002 
-7 ~ 

~-~ ~~---1-­
-7~ -7 -7 

S-Year IO-Year 
Savings Saving! 

-29 -64 

~ 

• 	 Eliminate the mandatory appropriation under the Smith-Hughes Act of 1918 in favor ofincreased discretionary spending onjob training 
and vocational education in the Administration~s GI Bill for America's Workers, 

• 	 Eliminating this program would save $29 million over five years and $64 million over ten years. 

• 	 Activities funded under Ihe Smith-Hughes Act can be supported by the Department of Education's vocational education program. ~ ~ ..~ 
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Jj:nvironmental Reserve Fund 
(outlay increases in millions of dollars) 

5-Year lO-Year 

1998 1999 2000 2001 2002 Spending Spending 

Orphan share spending 200 200 200 200 200 1,000 2,028 

• 

• 

The proposal would provide new mandatory spending for orphan shares at Superfund hazardous waste cleanup sites. Orphan shares are 
portions of fina~cialliability. at Superfund sites allocated to non-Federal parties with limited or no ability to pay. 

The funds will be reserved for this purpose based on the assumption of a policy agreement on orphan share spending. 

Priol-ity Federal Land Acquisitions and Exchanges 
(outlay increases in millions of dollars) 

1998 1999 2000 2001 2002 
S-Year 

Spending 
10-Ye.r 

. Spending 

Priority Federal Land 
Acquisitions and Exchanges 

300 150 150 100 -­ 700 700 

• 	 Under this proposal, up to $315 million would be available from the Land and Water Conservation Fund (LWCF) to finalize priority 
Federal land exchanges in FY 1998 and FY 1999, 

• 	 Funding from the LWCF for other high priority Federal land acquisitions and exchanges (totaling 5385 million) would be available in 
fiscal yea!'s !999 through 200!. . . 

• 	 The funding will be allocated to function 300 as a reserve fu,nrl.exclusively for this purpose. 
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Major Mandatory Programs 


Medicare 

(outlay savings in billions of doUars) 

I. 1998~
Medicare, net 	 ·6.5 ·16.8 

---S:Yenr HI·Ye.r 
2000 2001 2002 _Saving. S••ing., 

-­ - -

·22.7 ·29.0 -40.0 ·llS.0 -434.2 

• 	 Reduce projected Medicare spending by $] t.5 billion over five years. 

.• 	 Extend solvency oflhe Part A Trust F:und f,Qr at least .1 0 years through a combination of savings and structural reforms (including th~ 
home health reallocation). 

• 	 Structural retonns win include provisions to give beneficiaries more choices among competing health plans, such as: provider sponsored 
. organizations -and preferred provider organizations. . 

• 	 The Medicare-program reforms provrde beneficiaries with comparative infonnation about their options, such as now provi.ded Federal 

employees and annuitants in the FEHB program. 


• 	 Maintain the Part B premium at 25 percent ofprogram costs and phase in over- seven yeats the indusion in the calculation of the Part B 

premium ttie porti-on of home health expendi~ures reallocated to Part B. 


• 	 Reform managed care payment methodo10gy to address geographic disparities. 

• 	 Reform p~yme:nt methodology hy establishing prospective payment systems for areas such as home health providers, skilled nursing 

facilities, -and outpatient departments. 


• 	 Funding for new health benefits inclUding: (\) expanded mammography coverage; (2) coverage for colorettal screenings; (3) coverage for 
diabetes self.management; and (4lhigher payments to providers for preventive vaccinations to the extent it will lead to greater use by 
beneficiaries. Tnvest $4 Gillion over five years (and $20 billion over ten years) to limit benefi~iary copayments for outpatient services, 
un!ess there is a more cost~erreetive way to provide such services to beneficiaries as mutually agreed. 
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Medicaid 
(oullay savings in billions of doUars) 

-­ - ----- ­ ---- ­ -
S·Y••r lO·Year 

- 1998 1999 2000_ 200! 2002 Savings Saving.. 
- ­

Medicaid, net 0.0 .t.5 ·2.4 - ·3.6 -6.2 -13.6 -65.5________ L ______ 

• 	 Indude net Medicaid savings ofS13.6 bi11ion over five years. 

• 	 Net Medicaid sa,ving!' indude a higher match for D.C., an inna1ion adjustment for programs in Puerto Rico and other territ~ries. Part B 
premium internet rom.. and $1.5 billion to ease the: impnct of increasing Medicare premiums on low· income beneficiaries. 

• 	 The $13.6 billion in 1\.1cdicnid !'3\'ings do not reflect the hcnlth care investments for children·s coverage, protections for legal immigrants 
under welfare reform. or lhe extension of veterans' Medicaid income protections. 

• 	 Savings derived from red,:!ced disproportionate share payments and flexibility provisions. 

• 	 Include provisions to aUow States more flexibility in managing the Medicaid programt including repeal ofihe Boren amendmen~ 
converting current managed care and bome/community~based care waiver process to State Plan Amendment~ and elimination of 
unne<:essary administrative requirements. 
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Immigr~tion, Nutrition Assistance and Work 
(outlay inc",.ses in billions of dolt.rs) 

S·Y••r IO-Year 
. Spending Spending1998 1999 2000 2001 2002 

2.2 .Immigrants 2.1 2.0 1.6 1.6 9.7 16.5 
. 0.3Nutrition Assistance 0.30.3 0..3 0.3 1.5 3.1 

Welfare to Work 1.00.7 0.7 0:6 3.0 3.0 
Total 3.3 3.4 2.53.2 2.0 14.2 22.5 

Immigrants 

• 	 Eligibility for legal immigrnnls. Reslore 551 and Medicaid eligibililY for all disabled legal immigrnnts who aN or become disllbled and 
who entered the U.S. prior to Augusl 23, 1996.' Those disabled !egal immigrnnls'who enlered the U.S. after August 22, 1996, and "'l' on 
the rolls before Junc I, 1997 shall not be removed. 

• 	 Refugees and asylees. Lengthen the exemption for refugees and asylees from the first 5 years in the country'to 7 ye~ in order'to provide 
SSI and Medicaid. 

Nutrition Assistance 

• 	 Redirecl existing food stamps ernployrnent and training funds and add $750 rnillion in new capped mandatory funding to create'addilional 
work slots for individuals subjecl to the lime limits. 

• 	 . Permit Stales to exempl 15 pereent of the individuals who would lose benefils because of Ihe lime limits (beyond the current waiver 
policy), al a total cost ofSO.S billion. 

Welfare to Work 

• 	 Add $3.0 billion in capped mandatory spending through 2001 to TANF. allocated to State. through a formula and targeted wilhin a Stale 
10 areas with poverty and unernploymenl rates at least 20 pereent higher than Ihe Slale average. A share of funds would go to 
cities/counties with large poverty populations commensurate with the share of long~term welfare recipients in those jurisdictions:. 	 . 
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Children's Health 
(outlay increases in billions ofdollars) 

--------- ­ -------- ­ - -- ­

. S·Ye .. to·Ye.. 
'1998 . 1999 2000 2001 2002 Spending Spending 

. Children's Health" 
- --­

2.3 3.92.7 3.2 3.7 16.0 38.9 
... ----- ­ ------ ­

• 	 Spend $16 billion over five years (to provide up to 5 million additional children with health insnrance coverage by 2002) 

• 	 111e funding could be used for one or both of the following. and for other possibilities if mutually agreeable: 

-I. 	 Medicaid+ including outreach activities to identiFy and.enroll eligible children and providing 12~month continuous eligibility; 
and also to restore Medicaid for current disabled children losing S81 beeause oftbc new, more strict definition ofcltildhood 
eligibility; and . . 

2. A program of capped mandatory grants to Slates to finance health insurance coverage for uninsured children. 

• 	 The resources will be used in the most cost·effective manner possible to expand coverage and services for low':ineome and uninsured 
children with a goal orup to S million currently uninsured children being served. 
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Budget Process 


• 	 Extend discretionary caps to 2002. 

• Extend and revise discretionary caps for 1998-2002 at agreed levels shown in tables included in this agreement, Illld extlllld cumnt 
law sequester enforcement mechanism. 

• Wi1hin discretionary caps. establish separate categories (firewalls) for Defense and Non~Defense Discretionary (NOD) at agreed leve1s 
'shown iii asreement tables for each year 1998-1999 with associated sequester firewall enforcement as provided in BEA for 1990-93. 

• 	 Retnin current law on separnte crime caps (VCRTf) at levels shown in agreement tables. 

• 	 Extend and update special al10wance for outlay.s; extend eXisting adjustment for emergencies. 

• 	 Cap adjustment for exchanges of monetary assets. such as New Arrangements to Borrow, and for international organization arrears. 

• 	 Extend PA YGO to 2002, 

• 	 Revise the asset sales rule, which prohlbits scoring the proceeds ofasset sales, to score ifnet present value ofall associated cash flows 
would not inc~ease the deficit; scoring, if allowed, based on cash effect, not NPV. 

• 	 The Superfund tax shall not be used as a revenue offset. 
, , 

• 	 Reduce paygo balan~es (0 z.ero. including those derived from budget agreement. 

• 	 Provide for debt limit increase sufficient to extend limit to December IS, 1999, 
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I/l"On\JU55 Ol {))t lIi.umtu ~liI[e5 
l:i!IaslJington. llllt 20515 

May 15. 1997 

The Hono,.],l. Willi.m j.·Clinton 

P,esid.nt.1 the United St.t.. 

Th. While Hou•• 

1600 Penn$J'lv.ni. Av.nue. N.W. 

W..hin~ton. D.C. 20515 


Dear M,. President: 
. 

We would Ii!,. to t.l.e this opportunity to confirm import.nl "peet. 01 th. BaI.nced B~dg.t· 
Agreement. It was agreed that tb. net tax eut ,ball be $85 billion th,ough 2002 .nd not more th.n $250 
billion through 2007. We believe these levels provide enough room for imporbnt refonns, including­
broadwbased permanent .capital gilin, tax reductions, significant death tax relief. $500 per ch~d t.u Ct"Cdif" 

amI expansion of lRAs. 

In the course of drafting the legislation to implement the halanced In,,Jget plan, there .1.re some 
additional areas that we want to he sure the committees o( jurisdiction consider. SpeCifically, it W3S agreed 

. that the pac~aS'e must include tax relief of rouglJy $35 billion over Hve years for post~secondaty cduc.ltion. 
including a deduction and a tilt( credit. We believe tbis pack.:l~e should be consistent with the- ohje.ctiw:s put. 

, ' 	forward in the HOPE scholarship and tuition tax proposals contained in the Administration's FY 1998 
budget to assist middle~dass parent,_ ' 

Additionally, the House and Senate leaderShip will seek to include various proposJs in the 
Administration', FY 1998 budget (e.g.• the wella,e·!o·"",k tax credit. c.pit,] gain. tax ..lief fo, home 
sales, the Administration's EZJEC proposal" bro'W'll&eldslegislntion l FSC software, lind ta.'t incentives 
designed to spur economic growth in the District. of Columbia), as well as variou, pending f;ongres'ionJ 
tax ptoposaJ.. ­

In this context. it ,hould b. not.d that the t ...writing committee. will b. required to b,]a~c. tlte 
interests and deSires of many parties in cra&in~ tax legislation within tbe eontext ot the net tax redu'ction 

S?als which have been adopted, whde at the same time protecting the interests of taxpayel5 generallyw 

We $land to work with you toward these ends. Thank you very much for your cooperation. 

Sincerely, 

..,~1J;d.J~ 
. Trent lott < 

Sen.t. Majority Loader 

http:import.nl
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• 
~lr. Eukine BowIe? 

..::hi.£ of 'st.fE to 
tb.\! President 
Th. \X'bit. HOUiO 

\X'"hin;'on, O,C, 20~02 

We are writ inS to express our desire for continued .:ooperation 6e~en Con~re~uionJ rt.Jfand the 
staff of the various Administration a~endu durini the development of l~tt current bud5et a~reement.' 

~luch of tbe most difHeuh work in connection with. the budget agreement will involve the 
development of the revenue provisioo3 that wi!) satisfy tbe p~tameteC$ of the agreement. Hi5toric.J1y• the 

staff of ~ht' Joint Committee on T a.:cation has provided technicallt'~al and qUolntitative support to the 
House and Senate. The Budget Act rUf.uiru the use of Joint Committee on Taxation r.evenue e:rtimol!c.s~ 
Ken Kies a.nd his staff are c:ommitted to faciJitatinS' our 1$'()tk on the ta.,< provisio~$ of this budget 
agreement. You \!"r.n be assured that· they will cooperate with Administration counterparts in receivins 
Administration input as th~y carty out their statutory tesponsl..bi.hties. 

Th~ revenue estimatin~ sb.f(, of the Joint Committee on T <l."<4.tion .lnd the Cffit:e ofTJ.X AnJys15 

at Trf4,it.u?, have a long history of coopt'catian '\0.1·communication amon! analysts. rt 13 our 
u"dustandln~ that steps have already been taken to insurtt thJ.~ the COOpe!4tivt' effort, "f these two ftaff5 
will be intensifie~ dUrin9' the current bud~~t proceu. It IS also our underst.tnding that the profl!'s5io~ 
staffs at the Office of Tax Analvsis at T teA3Urv and th~ Joint CommU:tee on T il.uti:.m will consult and 
3han information nec:eSS4EY to' ~ndentand fully the basis of their revenue estimate~ and to mini~izl!" 
revenuen:stimating diffe.n~ce,. The proposalsb.all not cause costs to e:tplode in the outyears:. 

~ow th..t we have a!Steed upon the overall pafam~ters of thi~ significant agreement • .m inordinate 

numb.. of d.t.oil. <onceming .pedHc provision! mu,t b. dr.ft.d and an.Jyz..! by th.ICT ane! tb.. ~ 
committee1 o( jurisdiction. W'e lOOk forward to wotbni with the Administration. 

Sincerely • 

.rr::~:~ 

- sp••k.. 
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" . EXECUT'VE OFFICE OF THE PRESIDENT 
OFFICE OF MAN"GEM£NT A,...O BUDGET 

WA$HINGTON, Q. c.. 2O!fO) 

AUG .4 1997 

MEMORANDUM FOR TIlE PRESIDENT 

.SUBJECT: 	 Enrolled Bill H.R. 2014 • Taxpayer Relief Act of 1991 ' 

Sponsor. Rep.lUIsich (R) Ohio 

Las! DiI)' for A_ ,.' 
. ':, 

August 13, 1997· Wednesday, (lfyou decide to exerci", the line·itero veto authority 
, 

wilb respect 10 any provision in H.R. 2014, the Treasury Department recommends that you do 
.0 "COIlIemporaneously ",th the signing ofthe enrolled bill.") 

Enacts lbe tax provisions of the Bipartisan Budget Agreeroent, 
, ',' 

Office of Management and Budget 

Departmem ofthe Treasury 

Department ofAgriculture 
Department of Commerce 
Department ofHousing and Urban Development 
Small Business Administtation 
Department of the Interior 
Departmcnl ofLabor 
Office ofPersonnel Management 
Department ofEducation 
Department ofEnergy 
Department ofHealth IUld Human Service. 
Dopartment ofJustice 
Department ofState 
DepartmontofT~tion 

. Departmcnl ofVeterans Affain; 

. Environmental Protection Agency (EJ>A) 

Approval (Signing 
statement attached) 

Approval (Signing 
statement attached) 

Approval 
Approval (!oformally) 
Approval (!oformally) 
Approval (!oformally) 
No objection (!oformally) 
No objection (!ofonually) 
No objection (!oformally) 
Defers (!oformally) . 
No comment (!oformally) 
No comment (!oformally) 
No comment (!oformally) 
No comment (!oformally) 
No comment (Ioformally) 
No comment (!oformally) 
No comment (!oformally) 

, ,'c' 
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This enrolled bill -together with H.R. 2015, the "Balanced Budget Act 
of 1997" - Would implement the Bipartisan Budget Agreement announced on May 2, 1997. 
Aeeording to the Ioint Committee 00 T""ation, lhis Icgi.latioo (togetlier with the tobacco lax 
provisions contained in H.R. 2015) will· .... ult in an estimated $95 billion in net lax reductions 
over live yeIl!ll (FYs1998·2002) and $275 billioo in oet reductions by FY 2007. (This Office 
will n01 be scoring H.R. 2014 for p.y...·you·go pwpo.... consistent with the teqWn:mem of 
Section 10213 ofH.R. 20lS that this Office .ot score lhis IcgislntioD. All estimate, in this 
m...onmdum reflect proliminmy congrusionsi scoring.) 

The enrolled bill identifies 79 provisions !hat are St.tbje<:t to the line item veto. The 
review ofH.R. 2014 for pwposes of the Line Item Veto Act bythi. Office and the Treasury i. 
underway. Ifan item(.) is identified as potentially sultable for cancellation, thi. informatioo 
will be provided to you scpamely. 

I"" Credit f<II Il~nd.nt Children 

B.R. 2014 establishes a tax credit of$400 fot CY 1998 and 5500 fot CY 1999 lUld 
thereafter for each dependent child under the age 17. The credit would beg;;' to phase ou! for 
married coupJes 'with adjUS1ed annual gross incomes greater than S110,000 and for one-parent 
families with incomes greater than $75,000. The credit is calculated ("stacked") before the 
Eamed Income Tax Credit (EITC) for families with on. or two children. For families with 
three or more children, the credit i. also refundable to the extent that payroll taxes exceed the 
WC. 

, ,'., 

Tax Credits for Education Expenns. The enrolled biD establisbes two different taX 
credits for educntion·related expenses. For each of the lim two year.; ofpost· secondary 
education, a taxpayer may claim a "HQEE Swolriil>" credit equal to 100 percent of the lim 
SI,OOO ef eligible expenses and 50 PC"""'t ofsecond $1,000 ofeligible expenses paid by 'the 
taxpayer, the taxpayer's spouse, or. dependent child. A sepasate credit is available for oacb 
student in the taxpayer'. household ",,,0 is in the limtwo year.; ofpostsec<>ndary educntion. 
The student must be coroUed on .tleast. balf-time basis in • prognun leading to • =gni:zed 
educational credClmaI 111 an eligible educntional institution. 

The HOPE Scholarship credit is available for wmOD and fees ~uired to ll1tend an 
eligible education institution. It is not available for expenses incurred to purchase bOoks or for 
charges and fees associa1td with meals, lodgmg. student ~vities. athletics, insura.nce. or :, ..-. 
1ranspo!18lion. Expenses for room and board are also excluded. The credit is phased ou! for 
single taxpayers with adjusted gross incomes between $40,000 and SSO,OOO and between 
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; 	 S80,OOO and S100,OOO for joint file". The HOPE Scholarship credit is effective with respect to 
payments made after December 31, 1997, for educalion furnished after that d.... 

The second tax credit, the 'Lirelime l.earnini· credit, can be elaimed for 20 percent of 
the first $5,000 "feligible expenses (defioed in the same way as for HOPE Sc.holarships) 
generally lhrough December 31, 2002,lIIld 20 percent of the first $10,000 ther-eajje,..Th. 
limits on eligible expense. apply regardless of the .umber ofstudents in the taxpayer" 
household., As with the HOPE Scholarship eredi, lhe Lifetime Learning credit can be cl,aimed 
for expenses paid by the taxpayer, the taxpayer's spouse, or. dependent child. The c:reiIil is 
phased out over the same income nmge as the HOPE Scholarship crediL In conln!st'to the 
HOPE Scholarship credi, a taxpayer may claim th. Lifetime Learning credit for an unlimited 

. number of taxable y ...... graduate·level and professional courses, and ""Penses incUITed whil. 
enrolled on I... than • bali·tim. hasis. The Lifetime Learning credit is effective with respect to 
payments made after July I, 199B, for ,educalion lil1ills\Ied after !hat date. 

A taxpayer may claim either the HOPE Scholarship credil, the Lifetime Lcaroing credit, 
or the exclusion from.income ofdistributions from an Education IRA (see below) for each 
eligible studenL ' 

fAllQaliQO Individual Retiremem ACCQunts QRAs). H.R. 2014 creates an Education 
IRA, into which ,ingl_taxpayers with incom., up to 595,000 and married coupl., with 
incomes up to 5150,000 can contribute up to 5500 per child. The 8CCO\lllt i~ hold in the child's 
name. This 5500 annual contribution i, phosed out for ,ingletaxpaym with adjusted gross 
incomes between 595,000 and 51] 0,000 and for joint filers with incomes between 5150,000 
and 5]60,006. The contributions would not be tax deductible but caroings would accumul... 
tax·free, and distributions from Education lRAs would be excluded from income if they are 
used for post-s=dary edw:ation expenses, including utition, fees, books, supplies, 
equipment. and certain room and board expenses. The Education IRA provisions would take 
effect on January 1, 1998: 

The enrolled bill also allows penalty·free withdrawal, from regular lRAs for 
undergraduate, graduate, and post.secondary vocalionalexpenses. 

Ofuer Educutipn Provisions. In addition, the Taxpayer Relief Act: 

extends for three years the exclusion from taxable inco"", ofup to $5,250 of 
, employer.provided undergraduate education booefits; 

aUows a deduction for up to $2,500 per year, phosed·in over four years, of 
ii>terest on educalionl","" for expenses ofstudents enrolled at an institution of 
higher<ducalion; , . 
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exclud.. from taxable income the ","OUll! ofstudent loans forgiven by ~D 
c:haritable or educational institutions in return for community se:viee; 

repeals the SISO million cap for tax-free bonds issued by private higher 
education ~tutions and certain other charitable institutions; 

. provides tax incentives for elementaty ""d seeondMy public school rcpslr ""d 
renovallon in poor neighbozboods tbrough "Education Zone Academy Bo~"; 

_ces the c:harilable contriboti." deduction froll! income for cmporate 
ducations of compoter equipment mode berfore 2001 to schools and certain 
nonprofit orgtmizations that support elemcntaly and seeondMy education; and 

permits State prepaidmition pLans' earnings - which are ""'ed only at the time ..';ofwithdnlwal -10 cover • student'. room and board expenses. broadens the 
types ofeducational institutions eligible far such pi.... and expands the 
definition Dffamily members who can receive a 1aX~ftee rollover or transfer of 
balances from prepaid pi .... 

lndjyjdual Retirement ACCOunts aRAs'J 
, ,. \; 

H.R. 201 4 gradually in"""",es the income level at which eligibility fur deductible IRA. 

is phased out fram the current range afS2S.000-S3S.ooo to 1S0.000-160.000 in 2005 for 

individuals and lrom $40,000-$50.000 to S80.000-1 00,000 in 2007 far couples. The bill 


.' '."permits deductible contributions for spouses af individual, Who "'" in an employe;-sponsored .... '. 
retiremenl plan. This deduction is plutsed OUI for UlXpSyers with incomes between 1150.000 
andSl60,ooo. 

Effective January I, 1998. the enrolled bill creales new "Roth IRAs" into "wch 

1IlXpcyers may make nondeductible contributions afup to S2.000 annually, The nondeductible 

contributions phase out for indhiduals with annual incom<S between $95.000 and 1110,000 

and for couples with incomes botweenS150.000 and SH'O.ooo. The $2,000 contribUtion limlt 

is indexed for inflation. Distributions ofamounts beld for at leasT. five y.... in Roth IRAs are 

tax-free ifthey are mode after the UlXpSyer meets certain other conditio".. Tax-free 

withdnlwals can also be mode for expenses af. first·time homebuy .... subject to • Sl0,000 . 

lifetime cap. (The enrolled bill also allows penalty-free withdnlwals from existing IRAs for 

first-time bome purt:bases.) Only UlXpSyers with incomes less than SJ 00.000 me allgible to 

roll over or convert an IRA into • Roth IRA. 
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CApital Gains ..~;:.: 

•.;,>~'. 

H.R. 2014 allow, couples to exclude from their taxable income up to S5OO.000 ofgain 

from the sale or exchange of their principal residence; single taxpayers ore pennined to exclude 

up to $250.000 ofany gain. To be eligible to use the exclusion. a taxpayer must have owned 

and occupied the propeny as a principal residence for at 1_ two ofthe five Y"" prior to the 

sale or exchange. Taxpayers,wo cannot meet the two-ycar occupancy requirement due to a 

abange in pia.. ofemployment, health. or other unforseen ciicumstances. may exclude an 

amount that i. proportionate to the period ofthe two y""" they did occupy the property, Thi. 

exclusion could be used every two y..... 


The bill reduces the maximum capital gains rale for individuals to 20 pen;eot (I 0 
perunt for taxpayerS in the IS.pen;eot braoket), effective May 7, 1997, for investments held 
for more than 18 months. The present maximmn28.pen;eot rate will be retained far .:', 

collectibles and. effective July 29, 1997. for ..sets held between one year and 18 months. 
Taxes on gains from ...." sold aJ\er being held for more than five yem ore reduced further, 
Begining in 2001, taxpayers in.the IS.percent braokets will be taxed at eight percent on these 
gains. capital gains taxes on other taxpayers who sen an asset after holding it for five years .,"'. 
will drop to 18 percent, beginning in 2006. 

AlletO/run Mioiwwn lax 

H.R 2014 provides that depreciation on t>ngible personal propel1» will be computed 
..' .'using shorter ricomy periods than are now allowed for alternative minimum tax purposes. 

Moving P<Ojlie QlfWelfare 

Wclfure·!Q..Work r.x Cmlit. The enrolled bill provide. employer; a 35 pen;eot credit 
on the first $10,000 ofannual wages paid to long·term welf .... recipients during their first year 
ofemployment and a 50 pen;eot credit on the first 510,000 ofannual wages during the second 
yca:r. 

The credit is limited 10 two years per eligtole recipient An employer could treat 
employer.pald education and training assistance, health care, and dependent care expenses as 
wages eligible for this crediL 

• $. 
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>;'.. Extend 1l!!4 Expand th. Work Qpponunily Tax CwlU, . H.R. 2014 extends from 

October I, 1991, throush J_ 3D, J998, !he tax cmlit thal employ ... can claim for the first 
$6.000 paid to individuals they bin: from specific groups. 

The enrolled bill also: 

adds SSl beneficiaries os an eligible group; 

" '"establishes. two·tiered credit allowing. 25 peroeDt credit for wascs paid to. ....eligible person employed for 120-400 boutS and a 40 persons credit for persons 
employed for 400 boutS or more; and 

does DOl include the Administmtion's peoposallO' include os • target group .':. 

childless able-bodied Fund Stamp recipients ases IS-50 who "'" subject 10 the 
Fooil Stamp time limit and work requirements. 

Dismssed Areas Injtjatives 

Ernponrmem Zones. Effective January 1, 2000. the enrolled bllJ authorizes two 

additionaJ urban Empowennent Zones (EZs) •which wiU receive the same tax incentives as 

Us desigmned pUJSUlUlt to the Omnibus Budget Reconciliation Act of 1993. The designation 
of these Us mIlS! take place within 180 days ofthe bilrs enactment and will generally be 
effective for ten years. ' 

Ibe bill also author1us a new round of20 competitively selected Empowerment Zones 
(15 in urban ...... and 5 in rural ......). The designation of the additional Us must take place 
before January I, 1999, and will generally be effective for ten years. The new round ofUs . 
will be selected ualng expanded eligibility ariteria, and busin..... located in these areas will 
receive a diifCl1mt mix oftax. incentives than was available to earlier EZs. 

BrpwnljeJds ClI'.1lDUIl. H.R. 2014 allows the immediale wrik",ff of«SIS incurred t. 
clean up e.,ironroentally contaminated land and buildings loeated mdesignated ...... and used 

," " 

in • trade or business. The designated areas include: (1) Empowerment Zones and EnteJprise 
Communities; (2) the 76 EPA Brownfields Pilol sites announced before Februazy J991; (3). 
population census 1I3ct with • poverty rate of20 petC<tl1 or more; and (4} certain industrial and 
eommeroial areas thrU an: adjacent 10 such tracts. Ibis provision applies only 10 eligible 
expendituris incurred in laXable y\'.1lfS ending after the date of_cot ofthe enrolled bill 
""d before January r,2ool. . ...' 
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Esllle Tax Relief 

The enrolled bill incteases Ibe unified c!edit, which i. applied to !he cumulativ. total of 

taxes on a tAxpay..... gifts mmsfened during his or her lifetime and at death. Thi., in effect, 

inc....... !he amount !hat a taxpayer can transfer free ofgift and estate taxes from 5600,000 to 

51 million by 2006. 


H.R. 2014 also establisb... new exemption for a taxpay ..... interest in • flIlnily-owned 
farm or small business if!hat interest comprises more than halfof. decedents estate anlI' ..: 
«11ain other requirements ... met. This exclusion for a family-owned business interests may 
be lJIken only to the extent !hat when combined with the unified credit, the total exclusion does 
'no! exceed $1.3 million. 

Transportation InxCS 

Airl;ne Ticket Taxes. Effective October I, 1997, H.R. 201410W<Ill the current 
10 percent ex.cise tax on dom~c airline tickets to 7.S percent over two years and establishes a 
new fe. to be ch!l1ged for each flight segment (i.e.. each takeofi) which inereases from S I in 
CY 1997 to $3 in CY 2002. The enrolled bill extends the deparlllre tax on international flights 
and incr....s that tax from 5610 $12 per passenger. The bilI imposes. new SI2 amval ree for ." 

<; :internationalllights. 

Amlr.ik DIlls:>· H.R. 2014 provide, the National Railroad Pass.nger CO!po"'tion 
("Amtrak") with. mechanism to reeeive a taX trlund equal to approximately S2.3billion bv, in 
.ffect, canying back net Openning los••, IIj!ainst the liability ofAmtrak', railroad predeee':'m .' , 

for all taxable yea", beginning before JlIJllW)' I, 1971. The bill requires Amtrak, in exclta.nge, 
to agree to pay States that are not receiving A.mtrak seJVice one percent ofthe refund it receives 
and use the balam:e for equipmeot,-rolling stock, and capital improvements, The enrolled bill 
requires that no refund based on this provision caD be made unless FederallegisJ~tion is 

,..."enacted to authorize reforms of~trak. .. .,..... 
.." .." .

Hl&hwlll' Fuel Taxes. The enrolled bill requires the permanent 4.3-«nts-pet-gal1on tax '. :':: 
assessed IIj!ainst blghway fuels to be transferred 10 the Hlghway Trust Fund. Currently. the.. 
funds are deposited in the General Fund. This provision will nes1llt in the carmarlting ofan 
additional $39,6 billion to !he Hlghway Trust FUlId over the next six years. The.e funds will 
be avall.ble only for highway and transit progllllllS, subject to applOpliations. The T....ury 
Department notes in its views Jettenhat this provision '"may spur efforts to move the ttust 

funds offbodget and creal< press"'" 10 increase ground mmspol'UIlion spending to levels 
significantly higher than contemplated by the bipartisan budget agreement." 

' ... . :. 

-7­

.. -­
, .. ' .',' _ .. " 

," . 
.. ": . 

.... .. ' . . <.' . 



'," 

District ofColumbia Taxes 

H.R. 2014 designates coonomically deprossed .,... within the,DiS1rict ofColumbia as 
the "D.C. Enterprise Zon.," within which busin..... and individual =idents .... eligible for 
special tax incenti.... These incentives includ., a 20 percent wag. <=iit for the first SI5.000 
ofwages paid to D.C. =idents who work in the'D.C. Entmprise Zone; immediate deduction of 
an additional $20,000 ofexpcndil\u'CS for qualified zone property; and special tax"""empt 
financing for c.en.ain zone fac:ilities. 

The enrolled bill eliminate., for IQ years, the capital gains tax on the sale ofqualified 

as.ets held for more than fi"" years and located in any census tract within the DiS1rict of 

Columbia in which'the poverty rate is 10 percent or m ..... 


The bill also provides first·time borne buy... a tax <=iit ofup to S5,OOO for the 
purchase of. principal =idence in the District ofCohmlbia. Thi. <=iit phases out for 
individual taxpayers with adjusted gross income, between $70.000 and 190.000. For jOint 
filers, the credit ph.... out between $110.000 and S130,000. The <=iit is available for 
""'idenccs porch.,ed after the date ofenactment and before January I. 2001. 

'Small Business Tax Relid 

H.1t 2014 provides Ibn•• bome office qualifies as the ·principai place ofbusiness" and, 
therefore, meets the requirement to c:iaim • deduction for the business portion of expenses 
related to operating the horne (e.g" a portion of rent or depreciation and repairs) if: (I) the 
office is used by the taxpayer to conduct administrative or management activities ofa trade or 
business and (2) the.. is no other [",ed location ofthe trade or business where the taxpayer 
conducts substantial udministtative or management 'activities oftbe trade or business. 

The enrolled bill repeals the coIj>Ot1lte alternative minimum tax for small business 
COTpOrations, generally corporations with les, than $5 million in gross receipts, beginning after 
December 31,1997. 

The entoD ed bill increases the percentage of health insurance premiums that self· 
employed individWils can deduct from their income to 100 percent by 2007. Correntlaw 
permits. deduction of40 percent ofbealth insurance premiums in 1997, increasing to 
80 percent in 2006. 

• 
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Thlmcco Tax... 

The enrolled bill allows IDbao<:o e<>mpanieslD apply the inemIsed ..tise tax contained 
in the Baleated Budget Act of 1997 (H.R. 201 5) IDward the payments ""Iuircd onder the 
proposed IDbao<:o industJy !"'ItIcmc:nt asreement ofJune 20, 1997. H.R. 2015 intn!8StS the tax· 
on a pack ofcig.mtes from 24 cents 1<> 34 cents in CY 2000 and to 39 cents in CY 2002 ID 
help fund the Cllildml', Healtb Initiative. 

TIWUO' De;;>lIIImcnl Y,i"", 

TheTr<aSlIIY Department .n:commends approval ofH.R. 2014, noting th.at it contains 
vcrsi""" ofmost ofyour ""'-cut initiatives. According 1<> Tr<aSlIIY. the c:nroUed bill passes the 
four tests th.at the Administration established for this legislation: (I) fiscal_ibility and 
avoidance ofan explosion in Oul-year costs; (2) it fair balance ofbenefits for worlting 
Americans; (3) eocouraging econonlic growth; and (4) consisteocy with the bipartisan budget 
agreement, including. sigrlificant CKpaOSion ofopportunities for higher education. 

. Treasury notes that several objectionable provisions of the House and Senate versions 
ofthe bill, including tax iilcentives for prima,y and secondluy school tuition and indexing of 
capital gains for inflation, were deleted in cooferenee. 

In its views lener, Tm!SW')' expresses reservations about Certain pro~isionS of the 
enrolled bill. Specifically, the capital gains provisions ''would disproportionately benefit the 
wealthy;" the IRA provisiollS "will cn:ate a wieMall for high-income individuals;" arid the 
inacase in the estate tax .credit to $1 million ~is 100 expensive and '\iIIiU be ofno benefit to the 
VlIS! majority oHamilies... Treasury also slale. th.at the enrolled bill "will contribut<: 
signlficantly to complexity for taxpay...... 

Tr<aSlIIY .xpre.... disappointment over ill, omission ftom H.R. 20]4 of several. 
Administration proposals. including proposals to: (1) mend the excise tax exemption for 
ethenol; (2) stimulate investments in Community Development Financiallnstitutions; (3) . 
fu:ilitate restructurl.ng the Nation's affordsbl. bousingportfolio; and (4) provide tax incentives 
for new economic. activity in Puerto Rico. 

Conclusion and Recommendatigns 

Wejoin Tr<aSlIIY and other interested agencies in recommending epproval of 
H.R. 2014, which passed th, House by a vote of346-85 and the Senate by 92-8. 
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A signing $la_en! is attached for your consideration. It has been reviewed and 
approved by the Departments orlbe Treaswy, Agriculture, Education, Health and Human 
Services, and Transportation, and lb. Environmental Proteetion AgCllC)', and the Small 
Business Administnuion. " 

(signld) 

Franklin D. Raines 
Dim:tor 
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STATEMENT BY nm PRESIDENT 

I have today approved H.R. 2014, the Taxpayer ReliefAct of 1997. Together with the 


Balann:<! Budget Act of 1997, this legislation implements the bipartisan budget agreem~. 


) havelOflj! eonsidered tax ow fOT middl...income Americans and small businesses•• top 

. 

priority. In 1993,) wolked with Congress to cut taxes for 15 million working Wnilies by · ;.'. 
· 'l': 
;:'.:>; 
",'::.expanding the Earned Ineome Tax Ctedil, and by providing investment ineentives fOT small ;:." 

businesses. A year later,) proposed my l>tiddle Class Bill of Rights, including child tax credits, 

deducrioos for higher education, and expandod Individual Retirem~ Accounts. Then, in 1996, I 

signed into law a number ofother tax benefits for small businesses and their ~ployees ­

including greater expensing fOT small-Dusiness investments. greater doducribility ofhealth 

insurance premiums far small businesses and their employees, and expanded lind simplified 

:,. :oppommlties for retirement savings. Also in 1996,1 signed into law a $;.000 tax credit for · '.",'

,",:/.
adoption expenses ($6,000 for adopting children with special needs) and higher limits for tax· 

doducrible eontributions by spouses to Individual Retirement ACCOllllTs. 

This year,lance again proposod my l>tiddle Class Bill ofRighTs. On May 2. 1997, the 

Congressional Lendership and I reached a historic bipartisan budget agreement that included the 

broad ouilines ofkey elemenTs ofmy tax-eut plan. 
, . > . .. .," ,.As we have worked with the Congress over the last few months to develop the details of 

the balann:<! budget agreement,) have insisted thlit the tax-eut package meet four basic ti:srs. 

First, the tax cutS must be:fiscally responsible by avoiding '" explosion in revenue eoSlS in years
• 

, ::,outside the budgo: windows. Seeond, the tax cuts must provide a fair balance of benefits for 
;:;. 

. . '. ',." 

'" ' . 
working Americans. Third. the tax cuts must encourage economio growth. Fourth., the tax 

, 

,', " 

-- -. 
,,', ' 

.' 
,,' , -:' . 



package must reflect the terms oCthe bipartisan budget agreement, including a significant 

expansion ofopportunities for higher education for Amerieans ofall ages. 

I believe that H.R. 2014 meets·thesetests. II will provide an estimated $95 billion.in net 

laX eUlS over the next five years. It is a fair plan that place,. priority on education tax CU1S and 

provide. a child tax credit to famines wno work bard and pay taxes. It also incorporates· 

Republi_ priorities in.gOOd-faith effort to hooor the bUdget accord and to reach final 

agreement 00 • tax cut the American people deserve. This legislatioa will not ollly provide 

needed !aX relief for middle...,las. Americans, but will promote a fairer tax system and entollnge 

; <­
economic growth. It is also fiscally responsible: the costs of these tax cuts are fully offset in 

accordance with the balanced budget agreement 
'.', 

] am especially pleased that the legislation includes, with certain modifications. the key 

fearure. ofmy Middle Class Bill ofRights designed to give otiddle-income families the tax relief 
..... 

they need to help them mise their chilc!ren, save for the future, and pay for postsecondary 

education. 

Education 
- :;: 

I bave long believed that the tax system should better =urage investment in college 

education and job tnlining. This legislation inCOlpomtes the key aspects ofmy proposals for a .... ' ... '. 
,',':'$1,500 HOPE Scholarship to make two years ofcollege universally available and a 20 percent 
',/ 

otitio. credit to make the third and fourth years ofcoUege mote affordable and to promote 
-, ,',',' 

lifelong learning. 

, 
The Jegislation also conta.i.ns anumber ofother education initiaiives that this C,;> , 

.".... 
" ':." 
.. :~;Administnllion bas strongly SUPported. TheSe include tax incentives for publi. school repair, 
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renovation, and educational enlwicemen1 in poor neighborhood, through Education Zone Academy 

Bonds;. student..lonn interest deductions and 10tD: forgivencss. exemptions similar to those that J 

have 'previously proposed; tax incentives to help public elementary and secondary sChooJs obtain 

up-to-date compUle' _ology; inoreascd availability oftax_empt financing for new capiiaJ 

expenditures by privale coUej!C$ and univtt>ities; and a :special tax-favored savings vehicle U, help 

families save: for higher education.. . 

The bill also includes. _year extension of!be exclusion ofemployer-provided 

educational assistance from taxable income. While I am disappointed that Congress did not adopt 

my proposal to extend this exdusion permanently or to include graduate education, I intend to 

continue to work with CongressJo achieve these importarn goals. 

Child Credit 

. I haveloog ndVOGated a child tax credit for tax-paying working families. Consistent with 

my proposal, H.lt 2014 will provide SSOO per child tax credits ($400 in 1998) forfamiJies with 

child"., under 17. In working with Congress to develop this legislation, I have insisted "that lIle 

group that can benefit from the clilld credit include working families v.ith incomes between 

S15,OOO and S30,OOO. 1 am pleased that the child credit as contained in H.lt 2014 meets this 

mAs and Other SayiDE' Incentives 

Since 1994, my budget has contained proposals'" provide greater tax incentives for long­

1t!m savings for minlment and "the: impor1lint purposes. 1 am pleased that, consisten1 with my 

budget proposals, H.R. 2014 permits penalty-free with~ from existing lRAs '" llnance higher 

eduCAtion expenses and for lim-lime home purehases, makes deductible lRAs more widely
\ 
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. 
available, and gives taxpayers th. choice of. new bacl<loeded IRA. I am plcesed that Ihc Congress 

moved fi:om its original position so !hat the backloeded IRA< as contained in H.R. 2014 .", more 

tergeted 10 Iowe,- and middle-income families. I am """""med. however.lhci Ihc Congress did not 

move far enough, and that the bill oontaill$ other features that will provide a windfall 10 bigh­

income jndividuals who will merely shift savings from taxable vebicles into IRAs, m1hcr thaD 

create new savings. 

l}istmstd A1us and UrbaD Tax Initiatives 

Revitalizing distressed 1l!ban and rural areas throughout the COlllltty is a high priority of this '" ':," 

Administration. Jhave proposed a number of initiatives to increase investment in disadvantaged 
. '. 

areas.. 1am pleased that H.R. 2014 incJudes versions afmost ofthest: initiatives. As 1have earlier .-", 

proposed, Ihc bill would encourage the cleanup ofpolluted urban ond rural areas known os 

bwv.'flfields by allo'Wing a current deduction for certain costs incurred by businesSes 10 ~ediate 

environmentally contaminated land in certain areas. Jam disappointed., hO'WeVer~ that this 

;.." . 
provision is scheduled 10 sunset after three years. . 

"".;: .,:::., 
My 1993 !OX plan included cor!aIn tax incentives for nine empowerment zone, and 95 :'::'\"'/ 

. "'.
'.,,' 

ente:prisc communities. Over 500 commt.lJlities submitted applications for these 104 
'" , 

designations, The final designations were announced in December 1994. To build upon Ihc 

su=s of this progmni, and to mobilize more communities to promote business deve!<>pment 

and 10 """"" jobs.l hed proposed two eddinottal urban Empowennent ZOnes PllISuant to ilie 

1993 legislation. and hed proposed a second round of compotinon to designate 20 edditional 

empowmnent zones, wiili a diff=mix of!OX mcenti.es:and SO additional en1eIprise 

communities. I am pleased !hat H.R. 2014 provides forthe designation althe cd<iitional 
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empowerment ZDn<5, but disappointed that it docs not make provision for the new enterprise 

communities. 

It has been an important goal ofthi. Administration to encourage employment of 

disadvantased residents of the Distriot ofColumbia and III rcvitallze those lU1:8$ ofthe Distrie!. 

where developmCllt has lagged. I am pleased that H.R. 2014 inclode. tax in<entivcs for die 

DistriOl ofColumbia. I am disappointed, however, that it does not include my proposals III """"" 

an Economic DeveJopment Corporation for the District. to stimulate- investments in Community 
. . 

Devc10pment Financial Institutions. Of 10 facilitate the ~cturing ofour 'Nation's affordable 

housing portfolio. 

I am pleas«l that RR.. 2014 includes a modified version afm?" welfare-.1.o-work tax credit 

proposal. wtUch is designed to generate new job opponunities for Iong-tenn welfare recipients. 

1 am also pleased that the bill exte.nds the Work Opportunity Tax Credit (WOTC), but am 

disappointed that it mod~fies the structure to allow employers to claim the worefor hiring 

workers for a very shon period of time and d~ not expand the program to cover cliildJe~ able. 

bodied adults ages 18-50 who are subjeOl to the Food Stamp tinie limit and work requirements. 

Sma)] Business Tax Cuts 

I am pleased that H.R. 2014 enaetS roany .fthe rceommendati.nsofthe 1995 White House 

Conference on Small Business. For examp1e. it includes my proposal to exempt from the 

alternative ininimwn ,",,(AMI) corporations with gross """,ipts les' than SS million. UDder thi• 

•proposal, roughly 9S percCllt ofall corporations (more !han two million) would be spared the 

oornplicalion of calculating the AMT. 
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Earlier Ibis year.lbe Administration lIlI!Iounced its support for expansion of!he home office ,.'':.",. 
deduction and Ibe small business capital gains inceotive. These proposals wer. intended 10 help . 

..;high·tech and bia-Ioch ~ start-up """,panies, """"'" who work out oflbeir homes, and 

......other Americans who m seizing !he oppornmities of!he new economy. I am pleased that 	
,- ." 

',; . 

H.R. 2014 expands !he home office deduction, bilt disappointed that it ..oWns only IimiW:! 

modification of!he small business capital gains incentive. 

CapitAl Gains Relief 	
-;' 

I am pleased that H.R. 2014 includes my proposal to exempt over 99 percent ofhome sales 	 : ,',': . 

: '..liom Ibe capital gains tax, dramatisally simplifYing taxes IUld rerord keeping for over 60 million 	 . '. ... 

homeowners. 
.... 

" .<1had also proposed a 30 percent exclusion for capital gains. I continue 10 have concerns 	
, 

, 
" 
" 

that !he across-!he-hoard capital gains rrliefin H.R. 2014 is 100 complex and will 

disproportionately benefit !he wealthy over lower- and middle-income wage carnen;. I am pleased, 

hoWCVCft that H.R. 2014 does. not contain the House provision to ind¢x capital gains, which would 
. 

have caused ev=n greater compJexity and would bave: co-ntributed 10 an explosive revenue CO$( after 

. . '. 
2007. 

Estate Tn Relief 

I am pleased Illll1, consistent with my proposal, H.R. 2014 contains a special exemplion for .; , 

imcreSlS in qualified farm. or small businesses Illll1, when combined wi1h the unified credi~ will 

exempt up to $1.3 million in value. 1 :om also pleased that the bill ineludes aversion ofmy. 	 , 

proposal 10 provide liquidity TClicffor estates containing!lmall businesses and fanns. H.R. 2014 

also in"""", .. !he unified -.and gift laX credit 00 • phased-in basis 10 reacb 51 million in 2006. 
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We continue to ~ve. concerns that this provision is: too expensive and will be ofno benefit ~o the 

vast majority ofAmerican families. 

IobamTnC5 

I had earlier proposed an increase in labacco taxes !hat would be separated into • trust 

fund and dedicated cnWely to expanding IieaJth coverage for childreo, addressing other . 

chlldreo', developmCDt intoes. and improving the overall public bealth. I am pleased thet such.' 

provision has bccn incladed in H.R. 2015. I am concerned, however. thai H.R. 2014 provides 

thai the increase in tobacco taxes collectad is 10 be credited against the total pa)'lDents made by 

plII1ies pursuant to thelobacco indUS1l'y settlement agreement ofJune 20. 1997. 

Simplification 

1am pleased that H.R. 2014 inoludes """,y ofthe items previously ""'!"'ined in my April 

package ofsome 60 measures designed IC simplify the tax laws and enhao.. taxpayers' rights. 

1am concerned, however, that the shur multitude ofmiscellaneous lAX code amendments 

comiuned in H.R. 2014. many with little policy merl~ will contribUIC significantly to complexity 

for taxpayers and tax plannm, I am also conCerned that some ofthe provisions that will affect 
,",', . 

manytaxpaym. such as 'the capital gains provision. are unduly complex. 1continue to suppon 
:', "', 

:-,: .. 
rovCllue·neutrallnitiatives '" simplify the tax laws and to promote sensible and equitable 

" 

administnltion of the"'" laws. I urge the Conj!>'eSs '" continue 10 won: with me to achieve these • 
goals. In addition '" supporting legisiative initiati.ves, the Administnltion is committed to taking " ':-',. 

- ";'". 

appropriate administrative action 10 implement this tax legislation in a manner that mjnimizes 
:: :'.'• 

taxpayer burd.... l!Ild further to simplify the "'" laws 1!Il'd enhaoce prooeduraJ safeguards for 
" .. 
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Other lwldfllijollnjfl.tiy.. 

My laX pion included _ions ofthe research Ill>< credit, the orphan. drug credit, and the 

Ill>< incentive for co.tributions ofappri;eiated stock to priva.. foundations. I om pleased the! 

H.il.. 2014 includes S1.Ich ex'Ie1lSio... 10m also pleased that H.R. 2014 includes my proposal to 

exteod the f=ian sales OOlJlOl'Ition bene5t,·which exempts a portion ofincome for Ill>< pwposes, 

to include compot« software licensed for repreduction abroad, 

10m disappointed, however, the! H.R. 2014 omits a numbet ofmy important initiatives, 

.including my proposal to protect the rights ofdisabled persons by extending the time people ore 

allowed to claim a tax refund to include time the! they are medically determined to be mentally 

or physically impaired. . 

. The bill also omits my proposal to restore the wage-based tax inc.cnti\tC for new 

. 

" 

. . .... 
inye_eots in Puerto Rico. While I agreed last year to ending the eredit ",Iated to certain 

inveSlments in Puerto Rico, I opposed phasing out the wage·based incentive. It is. mistake not 

to continue this CJ"e(il1 and open it 10 new investments in Puerto ruco, which has ajohless rate 

1bree times the national rate. 


10m also vmy disappointed that the !OX incctllives for =cwable fuels W¢T< not extanded 


in this budget Earlier this year, Jhad proposCd extension ofthe exci~ 1a.X exemption for ethanoJ 
'.- . ' 

in our surface ttanspOr1ation reauthorization proposal. I urge Congress to eXfmld the ethanol 
-"-. 

subsidy when it considers the reauthorization bill law this year. 

Other luges of Concern 

H.R. 20) 4 extends the Ailport and AIrway. Trust Fund 1lIxes and sets new fee structures 
'.' 

witbour the benefit of1he ponding SlUdy by the National Civil Aviation Review Commission, The 
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, 

Administration may propose changes to these provisions after it reviews the Commission', , . 

recommendations. 

H.R.2014al.so!lanSfcts the 4.3 ....spec gallon in fuel taxes curren11y dedicated to 


deficit rod\lCtion from !he Gon.eral Fund to transportation trust funds. While the ttnnsfer 


provision ilsolf has no nwenue or spending effect, I BID concerned that transferring !he rOvenue 


may spur efforts to move the trust fimds off-budget and create pressure to iDt:reose ground 


transpOrtation spending to levels significantly higher than contemplated by !he bipOrtisan budget 


agreement. 


H.R. 2014 contains a provision that is intended to address the capital needs ofAmtrak. 

the National Railrond Passenger Corponttion. The provision is contingent on the enactment or '. 


subsequent Amtrak reform legislation. Although the provision is highly prob!em.tic in terms of 


laX policy. my Administration looks forward to working with the Congress to secure the 


enactment ofAmtrak refomi legislation that i. fair to all parties. 


Condushm 

DL'Spite my reservations, H,R. 2014 meets the basic tests established by my 

Administration, and provides needed laX relief for working·Americans. I am gIllteful for!he 

bip>rtisan support that this meas"", reocived in the Congress, lIlld I am pleased to sign it into 

law. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE Ore' MANAGEMENT AND aUOGEi 


W"'S~INGTON, o.c. ~) 


THE DIRECTOR AUG 4 1997 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: 	 Enrolled Bill H.R. 2015 • Balanced Budget Act of I997 
Sponsor. Rep. Kasich (R) OH 

LaS! Day for Action 

August 13, 1997 - Wednesday 

Enacts the spending provisions needed to achieve a balanced budget by fiscal year 2002. 

Acencv Recommendatjpn:; 

Office of Management and Budget Approval (Signing statement· 
attached) 

Department ofHeaJth and Human Services Approval 
Department of Agriculture (USDA) Approval 
Department of Veterans Affairs Approval 
Socia! Securit)l Administration (SSA) Approval 
Department of the Treasury Approval (lnformally) 
Department of Energy Approval (lnformally) 
Department ofHousing and Urban Development Approval (lnformally) 

. Department ofEducation No objection (lnformally) 
Department of Commerce No objection (lnfonnally) 
Department ofTransportation No objection (lnformally) 
Department ofthe Intenor No objection (lnformally) 
Department ofLabor (DOL) 
Office of Personnel Management 

, No objection (lnformally) 
No objection (Informally) 

U.S. Enrichment Corporation No comment (lnformally) 
General Services Administration No cotnnlent (Informally) 
Federal Communications Commission No comment (lnformally) 
Office ofNational Drug Control Policy No comment (lnformally) 

.-




Department ofJustice Defers to other affected agencies 
United States Postal Service No recommendation 

Discussion 

Thil: enrolled bill- together with H.R. 2014, the "Taxpayer Relief Aet ofl997" - would 
implement the Bipartisan Budget Agreemenl announced on May 2,1997. This legislation would 
re,ult in an estimated $768 billion in deficil savings over the next ten years (FY, J 998-2007), . 
producing. balanced budget in FY 2002. (As stipulated by section 10213 of the bill, this Office 
will nol be scoring H.R. 2015 for pay-as-you-go purposes. All estimates in this memorandum 
,,;tleet preliminary Congressional Budget Office scoring of the bill.) This Office's review of 
HR. 2015 for the purposes of the Line Item Vela Act is underway. If an itern(s) is identified as 
potentially suitable for cancellation, this information will be provided 10 you separately. 

H.R. 2015 .ontalns the sllcndinK provisions needed to achieve a balanced budget by 
FY 2002. It would reduce projected mandatory spending by. net estimated $122 billion over the 
next five years. H.R. 2015 would, in part, enact: (1) critical long-term entitlement reforms; 
(2) the largest investment in health care for children since the passage of Medicaid in 1965; 
(3) protections for the Nation's vulnerable populations; and (4) assisuince to help move people 
from welfare to work. 

The conference report on H.R. 2015 passed the House by a vote 0046-85 and the Senate. 
by a vote of 85-15. The bill's major provisions are highlighted below. 

Lone·Term EntjtJement Reform 

H.R. 2015 would reduce Medicare outlays by $112 billion during FY. 1998-2002 ($385 
billion during FYs 1998-2007) and would extend the life of the Hospital Insurance Trust Fund 
until 2007. H.R. 2015 would pfovide structural reforms that would give beneficiaries more 
infolllled choices among competing health plans; establisb prospective payment systems for 
home health agencies, sltilled nursing facilities, and hospital outpatient departments; incorporate 
prudent purchasing reforms; create a number ofnew anti-fraud programs; and provide !he 
necessary funding to establish a wide array ofcost-effective new benefits, including 
rnanunograpbyand colorectal screening. . 

H.R 2(Jl5 would also establish a Government-financed pilot program ofMedicare 
Medi.pl Savings Accounts (MSAS). Under the new pilot program, Medicare MSAs would be 
available to 390,000 Medicare enrollees. , 
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H.1l 2015 would also establish a 17-member Medicare Commission consisting of eight 
Democrats, eight Republicans and a chairman who would be selected jointly by the President and 
the eongressionalleadership, The Commission would be required to release a report by March I, 
1999, making recommendations on lh. future of1he Medicare program. T~ ensure 
bipartisanship, each recommendation w,Quld need lhe approval of II of lhe Commission's 17 
members. 

HR 2015 would redu"" Medicajd outlays by approximately $14 billion during FYs 
1998-2002. The bill achieves lhe savings through lower disproportionate share hospital . 


'payments and greater State flexibility. In ~cular, States would have more flexibility in 

. establishing provider payment levels, allowing managed care for most Medicaid recipients 


without Federal waivers, and eliminating unn=ssary administrative requirements. 

H,1l 2015 would increase from 50 percent to 70 percent the Federal matching payment 
for Medicaid in the District of Columbia. It would also increase Federal Medicaid payments for 
Puerto Rico and other territories. 

Children's Healtb InithUh:e 

H.1l 2015 would provide $24 billion to the State, during FYs 1998-2002 through. 
combination "fMedicaid and grant funds for children who do not currently have health insurance 
coverage. This will help provide meaningful health coverage, including a full range or benefits 
to as many as 5 million uninsured children. H.R. 2015 would increase lh. current tax on a pack 
of cigarettes from 24 cents to 34 ""nts in CY 2000 and 'to 39 cents in CY 2002 to help fund thi, 
initiative, 

States would have lhe option ofexpanding health coverage to children through, Medicaid, 
a grant, or a combination ofthe two options. If a State chooses the grant option, it must choose 
one of three minimum benefits packages: (I) a health plan equivalent to one of three benchmark 
plans; (2). pi lin wilh the .ame actuarial value as one oflhe benchmark plans, provided th'~ if 
certain benefits are covered by the benchmark plan (e.g., mental health, prescription drugs, vision 
care, hearing care),lhey will be provided in the children'. coverage as well; or (3) a plan 
approved by the Secretary ofHHS. The three benchmark plans are the FEHBP Blue CrossIBlue 
Shield PPO option, a State-employee plan that is generally available, and the most popular HMO 
plan in the State, 

States could choose to provide iDSW"ailce coverage for children whose income is up to 200 
percent ofpoverty or 50 percentage points above lhe State's Medicaid eligibility limits, 
whichever is higher. H.R. 2015 would include limits on cost sharing depending on lho family's 
income. 

H.R. 2015 would prohibit States from using the children's health initiative funding fOT 

. abortion services, except in cases ofrape, incest. or endangerment of the mother+5 life. . 
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Pro1ectjn& the Vulnerable 

H.R. 2015 would restore funding to certain welfare recipients who otherwise would lose 
Federal assistance under P.L. 104-193; the welfSre reform law signed on August 22, 1996. A 
summary ofthe most important of these provisions follows. 

Benefits for ImroilWWs. P.L. 104-193 restrictS legal immifl11lrlts' eligibility for Federnl 
benefits, including SSl, Medicaid, and Feud Stamps. H.R. 2015 would provide SII.S billion 
during FYs 1998-2002 to restore S51 and Medicaid benefits to legal immifl11lrlts who were 
receiving them hefore August 22, 1996. In addition, the bill would enable legal immigrants who 
had entered the United Slates as ofAugust 22,1996, but become disabled in the future, to receive 
551 and Medicaid benefits. 

H.R. 2015 would extend refugees and osylees' current-law, five-year exemption from the 
immigrant aid restrictions to seven years, In addition. it would treat Cuban and Haitian entrants 
and Amerasian immifl11lrlts as refugees. making them eligible to receive SS!. Medicaid. and other 
means..tested benefits. 

Food SlaJDps. P.L. 104-193 imposes a work requirement on Certain indi\'iduals in order 
for them to be eligible to receive Food Stamp benefits. For example. it restricts Foud Stamp . 
eligibility for able-bodied childless adults between the ages of 18 and 50 to three months in any 
36-month period (up to six months in certain circwnstances) unless they: (1) work at least 20 
hours per week or (2) participate in a State-approved work or job training program. H.R. 2015 
would modifY these requirements. 

Specifically, H.R. 2015.would increase Food Stamp program spending by $1.5 billion . 
during FYs 1998-2002. This amount includes $580 million to allow States to exempt up to JS 
percent of their Feud Stamp caseloads from the "tJrree..in-36" time limit .. In addition, it includes 
$920 million for States to: (I) create approximately 235,000 work slots for able-budied childless 
adults between the ages of 18 lind SO. and (2) provide Food Stamp benefits to those individuals 
subject to the time limit. H.R. 2015 would require States to maintain 100 percent of their 1996 
spending on Food Stamp Employment and Training in order to qualify for the additional Federal 
funding. 

Medicaid for Disabled Cbildren. H.R. 2015 would restore Medicaid benefits for disabled 
childree who would otherwise lose those benefits because they are no longer eligible for 
Supplemerual Security Income (SS!) under the new, stricter defmition ofchildbeud disability in 
P.L. 104·193. This provision would ensure that 30,000 childree retain their hcaith care coverage 
inFY 1998. • 
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mira,.. to Work Grinl, 

H.R. 2015 would provide $3 billion during fYs 199&-1999 for formula and competitive 
grants to States and localities to assist long-term welfare recipients secure lasting unrubsidiled 
employment. Among other purposes, the funds could be used to provide: (1) job creation 
through wage subsidies to private-sectOr employers to encourage them 10 hire welfare recipients, 
Of (2) job vouchers for placement, readiness, and pest-employmenl services. The grants would 
be administerad locally by Privale Industry Councils and federally by the Department ofLabor, 
and they would be targeted to high·povertylhlgb temporary assistance for needy families . 
casCload areas. 

H.R. 2015 would include worker protection provisions 10 ensure welfare·to-work 
participants do not displace (;urmI( workers, are alforded workplace health and safety . 
protections, are not subject to discrimination on the basis ofgender, and have access to a 
grievance procedure and appropriate remedies for violations of worker protections. 

Spectrum Allocation 

H.R. 2015 would broaden and extend the Federal Communications Commission', (FCC) 
authority to auction the spectrum beyond the Curmlt expiration date ofCY 1998 and reallocate 
120 Megahertz (MHz) ofspectrum for assignment by competitive bidiling. The bill would 
require the FCC to reclaim surplus "analog" broadcast spectrum after broadcasters have migrated 
to a new digital channel. A pertion oflhls spectrum (24 MHz) would be made available for 
public safely services. 

H.R. 2015 does not contain ;, fum date for the termination ofanalog broadcasting, but 
specifies a target date of2006. It would eliminate the regulato!)' bans on joint ownership ofa 
newspaper and a television station and joint o\\'Dership oftwo television stations ,in the same 
market for digital broadcasters. It would manipulate payments to the universal service fund and 
substitute appropriated funds to create surplus receipts in FY 2002. Universal service payments 
to carriers to ensure access to telecommunications services would not be altered. 

District of Cclumbia Re\'italizatjon 

H.R. 2015 would require the Federal Government to take over the District ofColumbia's 
pension plans for pelice officers, firefighters, teachers, and judges, thereby assuming 
"'sponsibility for most of the plans' $4.8 billion unfundad pension liability. Th. authorization 
for the annual Federal payment to the District ($660 million in recenl years) would be repealed, 
and an appropriation of S190 million for a Federal "contribution" to the District would be 
authorized for FY 1998. The District would be allowed to borrow up 10 $300 million from the 
Treaswy to finance the District's accumulated deficit .• 
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During "control years" (years in which certain pow .... are vested in the D.C. Financial . 
Responsil>ility and Management Assistance Authurity under cunent law), mayoral appointments 
of ceMin Department heads would be: subject to approval by the Authority, and the Authority 
itself ,",uld make the appointments in certain cases. The power to remove Department heads 
would be vested in the Authority (or the MayorWitb the approval ofth. Authority). In addition, 
the District Government would be required to develop and implement management rerann plans 
for various departments and functions. 

With respect to criminal justice matte",. the bill would: (I) authorize Federal . 
appropriations for the operation ofthe D.C. coUJ1 system; (2) 1I'!lnSfer ta the Federal Government 
ovc",ight of the District's felony offend .... ; (3) require the closure of the Lorton Correctianal 
Complex in Virginia by CY 2001; and (4) require the Bureau of Prisons to house 2,000 
sentenced felans by CY 1999 and "tleast 50 percen\ of the District's sentenced felons in private 
contract facilities by CY·2003. This bill would also establish a commission to recommend to the 
D.C. Council changes to the D.C. Cede regarding the sentencing of District felony offend.,.. If 
the D.C. Council fans to act on the sentencing recommendations, the Attorney Genera! of the 
United States could promulgate amendments to the D.C. Code concerning sentencing. 

The requirement to close the Lorton facility by CY 2001 and the requirement to privatize 
or contnltt out 50 percent ofD.C.'s prison popUlation poses a number o[practical problems that' 
will have to be overcome (e.g., having sufficient prison space avallable elsewhere to house the 
Lorton inmates). We will work closely with the Department ofJustice and the Congress to 
detemtine the best way to address this requirernenL 

Other: Maior Program Cban~5, 

H.R. 2015 would make a number ofchanges affecting housing. student loans, Federal 
employees~ vete~s, asset sales, and a user fee, 

Hous;n i. H.R. 21J.J 5 would extend a number of current Jaw provisions resulting in 
savings ofSl.8 billion during FYs 1998-2002. In particular, it would limil the application of 
annual adjustment factors for housing projee\S where rents are in excess oflocal fair market rents 
and reduce the annual adjustment factor fOl Section 8 units with no tenant turnover, In addition. 
HR 2015 would give the Federal Housing Administration (FHA) more flexibility to advocate 
the use ofalternatives to foreclosure when dealing with homeowners who are in default on their 
mortgages. Th.is would avoid costs to the FHA insurance fund and minimize financial hardship 
to borrowers. The bill would provide the FHA with the lools to encourage Jenders to forebear for 
up 10 one year, improving the targeting and efficiency ofthe program. 
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Student Loans. H.R. 201 5 would make various ..fonns to the student loan programs !hat 
would ..educe program spending by Sl.8 billion during FYs 1998·2002. without reducing 
benefits or increasing costs to students and !heir families. Specifically, it would amend the . 
Higher Education Act of 1965 to require guaranty agencies participating in the Federal Family 
Education Loan Program·to return one billion donars of c:u:xnnt excess cash reserves to the 
Treasury in F'Y 2002. A timetable is provided for the orderly recall of the excess reserves 
between FYs 1998·2002, and !he Secretary ofEducation would be authorized to ensure guaranty 
agency <ompliance. . 

The enrolled bill would repeal the tequirement that the Federal Government pay fees to 
institutions of higher education participating in the Direct Loan program for their administnltive 

. expenses. H.R. 2015 would also achieve savings by authorizing reduced funding for Federal 
expenses in administering the student loan programs during FY. 1998-2002. It also includes a 
formula for detennining Federal administrative cost allowance payments to guaranty agencies in 
the Federal Family Education Loim program. 

Civil Service Retjrement H,R. 2015 would make a number of changes to civil service 
retirement resulting in savings 0[$5 billion during FYs 1998-2002. It would increase employee 
and agency contributions to the Civil Service Retirement System (CSRS) and the Federal 
Employees Retirement System (FERS). H.R. 2015 would increase employee contributions by 
0.5 percent of pay in three stages beginning in FY 1998 and ending on December 31, 2002. It 
,,;ould also increase, by 1.51 percent ofpay, non-Postal agency (including the District of 
Columbia) contributions to CSRS for FYs 1998-2002. In addition. the enrolled bill would 
prevent significant increases in employee health insurance premiums, This would be 
accomplished by replacing an expiring formula for computing the Federal share ofpremiums in 
the Federal Employee Hcalth Benefit Program with. new formula that should maintain 
employee premiums at current levels. 

Vel.rans. H.R. 2015 would make several changes to veterans programs that would 
reduce projected spending by $2.7 billion during FYs 1998-2002. The most significant cbange 
would allow VA to keep the medical care eopayments and other fees it collects and use th••• 
funds to pay for the Department's medical care expenses. These funds would be deposited into a 
special fund for distribution through appropriations. H.R. 2015 would provide for a one-year 
failsafe mechanism authorizing additional appropriations for medical care in the event there is a 
shortfall of$25 million Or more in actual versus anticipated collections . 

.Asset Sales and User Fee. H.R. 2015 includes four provisions. based on Atirninistration 
propasals, to extend user fees or sell or lease Federal assets. The Vessel Tonnage Fee, which 
supports Coast Guard services to the maritime industry, is extended for four years, through 
FY 2002. It would generate an estimated $196 million in user f ••s during FYs 1998·2002. The 
bill also require. the sale of Governors Island in New York Harbor (estimated $500 million in 
FY 2002) and the air rights .bove Union Station in Wasbing1on. D.C. ($40 million in FY 2002). 
Finally, the bill authorizes the Federal Government to lease excess Strategic Petroleum Reserve 
capacity. (Contrary to the Administration ~s proposal. revenues from these leases would be 
earmarked fOT purchasing oil beginning in FY 2008 instead of being used for deficit reduction.) 
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. Hudec! Enforcement 

The enrolled bill would extend existing procedures for the enforcement of budget 
discipline. For discretionlllY spending, the bill establishes caps that would result in savings <if 
$139 billion through FY 2002. (There are separate limits for derense and non·defense programs . 
in FYs 1998 and 1999'and. combined limit for FYs 2000..2002. Separate limits for the Violent 
Crime Reduction Trust Fund are established through FY 2000 at levels proposed in the 
President's BudgeL) In addition, H.R. 2015 ex1ends the ·pay....you·go" requirement for tax 
measures'and mandatory spending through FY 2002. 

Public Debt Limit 

The enrolled bill incn:ases the public debt limit to $5.95 trillion. This level is consistent 
with the budget agreement. According to the Treasury Department, it should accommodate 
necesslllY borrowing until December,1999. 

Conclusion and RecommendatIons 

We join other affected agencies in recommending approval ofH.R.. 2015. Attached for 
your consideration is a signing statement. The statement lS generally laudatory and also 
addresses some agency concerns (e,g., constitutional concerns that JuStice has identified v.ith 
respect to some of the bill's provisions). This statement has been reviewed and approved by 
USDA, SSA, DOL, Treasury, and Justice. 

(signed) 

Franklin D. Raines 
Director 

Enclosures 

• 
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STATEMENT BY TIlE PRESIDENT 

It is wilb great pl.as"", that I have signed into law today"H.R. 2015, Ibe "Balanced 

Budget Act of 1997." This Act, togetber with the !aX cut legislation that I will also sign today, 

implements an historic agreement that will benefit generations ofAmericans. 

These bills will balance the budget in a way that honors Olll" values, invests in our people, 

and cuts !aXes for middle-class families. They are a victory for all parents who want a gaud 

education for their children and for all families working to build. secure future. This package is 

the best investment we can make in America's future, and it prepares our Nation for the 21 st 

century. After decades of deficits, we have put America's fiscal house in order again, 

H.R. 2015 is a balanced package ofspending provisions that ~cludes targeted program 

cuts, while it invests in America', future. It includes the following noteWorthy features. 

First, it strengthens our families by extending health insurance coverage to up to 5 million 

children. By investing $24 billion, we will be able to provide quality medical care for these 

children - everything from regular check-ups to major surgery. We want every child in America 

to grow up healthy and strong, and this investment takes a major step toward that goal. I am also 

pleased that Congress agreed to pey for the children's health care in part with a new J5-<:ents-.­

pack"'" on cigarettes. Not only will this new revenue help to payIOT health care, it will help 

prevent children from taking up smolcing in the first place, 

Second, the bill help. finish the job ofwelfare reform, providing 53 billion to move 

welfare recipients to private sector jobs and 51.5 billion in Foud Stamp assistance for people who . . 
want to work, but cannot find • job. In addition, il keep. my promise to provide $12 billion to 

restore disability and health benefits for 350,000 legal immigrants. 



.' 

Third, H.R. 2015 honors our commitment to our parents by extending the life of the 

Medicare Trust Fund for a decade. It .1.0 provides structural refonns thaI will give Medicare 

beneficiaries more infonned choice. Ilmong competing health plans, authorizes. number ofnew 

anti-fraud provisions, and establishes a wide array ofnew preventative benefits. 

H.R. 2015 includes proposal. to revitali .. the District ofColumbia. It includes my 

proposals to assume financial and administrative responsibility for certain District pension plans 

and to increase the Federal contribution to the District's Medicaid program. The revitalization 

measures will benefit the city and the region by reducing the city's financial burdens and 

improving the delivery ofcity services. The Federal assumption ofthese State-like 

responsibiJities will enable the District Government to focus more intensively on local issues, 

such as education and law e~orcc:ment. 

This Act also establishes a sentencing commission ofDistrict and Federal representatives' 

to develop a Truth·in...Sentencing system, and it provides for the Federal Government to assume 

the costs and responsibilities of the District "fColumbia's courts, public defender, pretrial 

services, and felony offendt:r incarceration. supervision., and parole. TItis assi.stance MIl 

strengthen the Distriet's criminal justice system and improve public safety. Unfortunately, the 

Act fails to guarantee that the Justice Department's Bureau ofPrisons will have the time, 

management flexibility, and resoWS needed to achieve 8 safe transition ofresponsibility for 

District ofColumbia inmates. We look forward to working with the Congress to rectify these 

•problems. 
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The Department ofJustice has identified a number of Establishment Clause constitutional 

concerns with respect to section 4454 aCH.R. 2015, entitled :'Covcrage of Services inReligious 

Nonmedical Health Care Institutions Under the Medicare and Medicaid Programs," and with 

respect to section 4001, C(lnceroing the Medicare Plus program and treatment ofreligious 

fraternal benefit society plans. The Department ofHealth and Human Services will consUlt With 

the Department ofJustice regarding how best to eddress these concerns. 

Section 4422 of the bill plllpOrts to require the Secretary ofHealth and Human Services 

to develop a legislative proposal for establishing a case-mi., adjusted prospective payment 

system for payment of long-term care hospitals under the Medicare program. I will construe this 

provision in light of my constitutional duty and authority to recommend to the Congress such 

legislative measures as Ijudge necessary and expedient, and to supervise and guide my 

subordinates, including the review oftheir proposed communications to the Congress. 

H.R- 2015 also broadens and extends the Federal Communications.Commission·s 

authority to auction the right to use radio and television spectrum. This authority has been a 

successful means of shortening the time to license spectrum and facilitating the deployment of 

new and innOVjltive information technologies into the market place, 1remain concerned~ 

however. about the lack ofa firm date for the termination ofanalog broadcasting, which made it 

necessary to fmd alternative and troubling savings from the universal service fund. I am also 

concerned about the waiver ofmedia concentration rules. 

• 

.
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This legislation is • compromise, and an historic one. All in all, and together with its 

companion laX cut legislation, H.R. 2015 is a monument to the progress that people of good will 

can make when they put aside partisan interests to work together for the common good and our 

common future. It reflects the values and aspirations of all Americans. 

This summer, we had an historic opportunity to strengthen America for the 21st 

century •• and we have seized it Now our Nation can move forward stronger, more vibrant, and . . 

more united than ever. For that, I am profoundly grateful.. . 


