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RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National security classified information [(a)(1) of the PRA].
P-2 Relating to appointment to Federal office [(a){(2) of the PRA].
P-3 Release would violate a Federal statute [(a)(3) of the PRA].

P-4 Release would disclose trade secrets or confidential commercial or financial information

{(a){4) of the PRA].

P-5 Release would disclose confidential advice bety
between such advisors [(a)(5) of the PRA].

P-8 Release would constitute a clearly
the PRA].

ited invasion of p

I privacy {(a)(6) of

C. Ciosed in accordance with restrictions contained in donor's deed of gift.

1 the President and his advisors, or

Freedom of Information Act - [S U.S.C. 552(b)]

F-4
F-2

F-3
F4

F-6
F7
F8

F-9

National security classified information [(b)(1) of the FOIA].

Release could disclose intemnal personnel rules and practices of an agency [(b)(2) of the
FOIA].

Release would violate a Federal statue [(b)(3) of the FOIA].

Release would disclose trade secrets or confidential commercial of financial information
[(®)(4) of the FOIA).

Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the
FOIA]}.

Release would disclose information compiled for law enforcement purposes [(b)(7) of
the FOIA).

Release would disclose information conceming the regulation of financial institutions
{{b)(8) of the FOIA].

Release would disciose geological or geophysical information concerning wetls [(b}(9) of
the FOIA).
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THE WHITE HOUSE

WASHINGTON

February 3, 1984

MEMORANDUM FOR ROBERT C. MCFARLANE
THRU: M. B. OGLESBY, JH.
FROM: W. DENNIS S

SUBJECT: Ken Dam Meeting with Congressman Michael
Barnes (D-MD) on El Salvador Certification
Issue

We met today with Mike Barnes (D-MD) and Congressman
Lagamarsino (R-CA) to discuss whether a middle ground
on conditionality can be reached. I believe Ken will
provide a more extensive report, but in short, it was

a positive meeting and offered some .areas for potential
agreement,

Barnes has agreed to talk with the key members on his
side~--Congressman Solarz (D-NY), Lee Hamilton (D-IN),

and Dante Fascell (D-FL)--to come up with draft language.
Dam similarly agreed to work on language with which we
could live. A follow-up meeting will have to occur early
next week.

On a related matter, the Barnes vote on certification is
still on for Tuesday. I spoke with Michel, who has since
talked with Congressman Wright (D-TX) and Congressman Foley
(b-WAa), and they have agreed (and Barnes concurred) to
‘attempt to have Tuesday's vote by voice. No guarantees,
but they will try. (We will not want to advertise this.)

cc: Vlgm Baker
Chris Lehman



THE WHITE HOUSE

WASHINGTON

MEETING FOR JAMES A. BAKER IIT
WITH SELECTED MEMBERS OF THE
HOUSE AND SENATE ON THE LEGISLATIVE
PACKAGE FOR CENTRAL AMERICA

DATE: February 1, 1984
LOCATION: Roosevelt Room
TIME: 3:00 p.m. (one houy)
FROM: M. B. Oglesby, J

PURPQOSE

To consult with key House and Senate leaders prior to the
finalization of the Administration's legislative package
on Central America, and to secure their support for the
package.

BACKGROUND

On January 11, 1984 the findings and recommendations of
the Kissinger Commission were announced. Since that time,
the Administration has been reviewing the report and
analyzing possible legislative proposals and strategy. In
order for the Administration to have a reasonable prospect
for legislative success this year, it is vitally important
for key Congressional leaders to sign on--or at least not
object~-to the legislative package before it is
transmitted to the Hill. 1In this regard, it is felt that
the key Congressmen and Senators desire to have a voice in
shaping the legislative package--particularly with respect
to the issue of "conditionality." Our ability to assemble
a relatively broad-based bipartisan coalition is
particularly crucial to our prospects for success in the
House.

The President pocket vetoed the bill H.R. 4042--which
would have extended the existing certification
requirements associated with American aid to El Salvador
(i.e., "conditionality")--on November 30, 1983. Since
that time, a group of Congressmen led by Michael Barnes
(D-MD) has filed a suit challenging the constitutionality
of this pocket veto. According to published reports, the
Senate leadership may join the suit; and there are renewed
indications that House Republican leaders also are
considering joining the suit. On Thursday, January 26,
1984, Representative Barnes and eighty House cosponsors
introduced H.R. 4656. If enacted, this bill would
reinstate the certification requirements which were voided
by the President's veto until such time as new legislation
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is enacted to provide conditions on U.S. military assistance
to El1 Salvador or until the end of Fiscal Year 1984, which-
ever comes first. House Floor action has not been
scheduled. However, the bill could be considered in the
House as early as next week. It is hoped that the
"conditionality" issue can be resolved in the overall con-
text of the Central America legislative package to be dis-
cussed during this meeting.

PRESS PLAN

There will be no press coverage during the meeting. How-
ever, it is anticipated that Congressional participants will
encounter Press Corps representatives while entering and
departing the White House.

SEQUENCE OF EVENTS

1) Opening remarks by Jim Baker
2) Summary of legislative package by Ken Dam
3) Open discussion with congressional participants

Attachments: (A) List of Participants
(B) Talking Points (Provided by NSC)



Attachment A

PARTICIPANTS

James A. Baker III
Richard Darman
Robert McFarlane
Ken Dam

M. B. Oglesby, Jr.
Dennis Thomas

Pam Turner

Chris Lehman
David Wright

Mike Hudson

Al Xeel

Tapley Bennett

Congressional Participants

House:

Jim Wright (D~-Texas

Jack Kemp (R-New York)
William Broomfield (R-Michigan
Michael Barnes (D-Maryland)
Dante Fascell (D-Florida)

Senate:

Lloyd Bentsen (D-Texas)
Daniel Inouye (D-Hawaii)

Charles Mathias (R-Maryland)
Pete Domenici (R~New Mexico)
Charles Percy (R-Illinois)
Bob Kasten (R-Wisconsin)

Claiborne Pl ¢ R.ID




TALKING POINTS

JAEAAIE
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APPRECIATE YOUR COMING TO THIS MEETING.

WANTED TO BRING YOU_UP TO DATE ON OUR EFFORTS_ TO

MOVE -EQORWARD ON THE KISSINGER COMMISSION RECOMMEN—
DATIONS.

EVERYONE HERE RECOGNIZES THE IMPORTANCE OF CENTRAL
AMERICA AND THE NEED TO RAPIDLY ACHIEVE ECONOMIC
DEVELOPMENT THERE AND POLITICAL STABILITY IN THE
REGION.

WE SEE THE LEGISLATIVE PACKAGE WE CALL THE CENTRAL
AMERICAN DEMOCRACY PEACE AND RECOVERY INITIATIVE

("THE HENRY JACKSON PLAN") AS A MEANS TO FULLY IMPLE-
MENT THE RECOMMENDATIONS OF THE BIPARTISAN COMMISSION.

THE COMMISSION RECOGNIZED THIS URGENT NEED IN THE
RECOMMENDATIONS INCLUDED IN THAT REPORT.

THE PRESIDENT BELIEVES STRONGLY THAT WE MUST MQUNT &//28t77 /7%

A TRULY BIPARTISAN EFFORT TO IMPLEMENT THE RECOM- 9%‘/-
MENDATIONS OF THE COMMISSION. £7

e,

- AAGE
WE HAVE ASKED YOU HERE TO SHARE OUR THINKING ON LEfIL . AH S
LEGISLA E AND TO SOLICIT YOUR VIEWS. WE

NT YOUR INPUT BEFORE WE F1 LEGIS-

LAT=IMV'£:£P30‘P‘9‘S£A£% r JTHE QO ! FS780 v JE CommbAINGTOW

OBVIOUSLY, WE ALSO WANT TO SOLICIT YQUR SUPPORT -- AND / £v&V -f‘”“
WOULD LIKE YOU TO CONSIDER CO-SPONSORING THE W S ERE
LEGISLATION WHEN IT GETS UP TO THE HIL Nor

LET ME ASK_KEN DAM TO GIVE YOU A BRIEF FrAmorED &




THE WHITE HOUSE | ) s

WASHINGTON . g
January 23, 1984 ,///////

MEMORANDUM TO EDWIN MEESE, III
JAMES A. BAKER, TIII
RICHARD G. DARMAN
LARRY SPEAKES
JOHN A. SVAHN

THRU: M. B. OGLES
FROM: W. DENNIS OMAS

SUBJECT: House Budget Committee Report on
Line-Item Veto

Attached is a report from the House Committee on the
Budget regarding Line-Item Veto. I am sure we can
anticipate calls for the Administration's comments
regarding the Committee's conclusions.



Analysis

Line-Item Veto: An Appraisal
House Committee on the Budget

The Budget Committee staff "appraisal" principally
attempts to discredit the line-item veto (LIV) concept as
unnecessary (there are already extensive mechanisms and
authority the President can exercise) and inconsequential
(too much of the budget is shielded).

Although the historical descriptions of previous
federal and state activity are by and large accurate, the
analysis of arguments "pro and con" are clearly slanted
to minimize consideration of LIV as a viable option for

actual deficit reduction.



[COMMITTEE PRINT]

THE LINE-ITEM VETO: AN APPRAISAL
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Budget] .
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L DEFICIT REDUCTION AND THE LINE-ITEM VETO

- A great deal of confusion has emerged about the line-item veto
as a deficit reduction instrnment. While a line-item veto could
allow reductions in expendit: __s, its usefulness would be extremely
limited given the amounts that could be reduced in comparison to
the size of the projected deficits.

The key reason for this is that budget expenditures would not be
uniformly subject to a line-item’ veto. Current proposals for a line-
item veto would limit its use to only those matters subject to dis-
cretionary annual appropriations. Interest on the national debt is a
mandatory appropriation and must be paid in its entiretv and
therefore not subject to a line-item veto. Current law ma___ates
that social security and other entitlements must be paid in their
. -entirety or the Federal Government will be subject to suit from
those meeting eligibility criteria. For example, using the prelimi-
nary 1985 CBO projection on expenditures which total $925 billion,
the following categories and amounts would be exempt from a line-
item veto:

) Billions
® Net interest payments........oo.eecveeinveeeieiicivenieceeeeeeenas $116
@ Social Security .....cooeceeerireeicieee e 189
® Medicare and Medicaid ........cccouveneininiini, 98
@ Other mandatory programs............ccoveeeenrineecceneerccnnen, 92

~ Total amount exempt from line-item veto................... a5

The areas where a line-item veto could reduce the deficit are na-
tional defense ($265 billion) and nondefense discretionary ($164 bil-
lion). Even in these areas, the line-item veto would have limited
usefulness in achieving spending cuts. In defense, about $110 bil-
lion in outlays is based on prior year budget authority or is other-
wise committed, and therefore ineligible for a line-item veto. In
nondefense discretionary programs, about $78 billion in outlays is
based-upon prior year budget authority and likewise exempt from
the reach of a line-item veto.

+ This means that of the total $925 billion estimated for Federal
expenditures in fiscal year 1985, only $242 billion would be subject
to a line-item veto. ‘

Given the President’s policies, however, this figure shrinks fur-
ther. The President has requested more money for defense in the
past than the Congress has enacted, not less. It is reasonuble to
assume that the President would not use the line-item veto power
on the $155 billion in defense spending that would be subject to
such action. This leaves only nondefense discretionary spending,
about $86 billion, where the President could use a line-item veto.
Included in this figure are appropriations for such programs as the
FBI, Coast Guard, Drug Enforcement, Education and Training, Na-

3)
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whic e rted by this administration in all of its
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hL of ion mentioned above, preliminary adminis-
trali iy ut the * “:ntion of the administration is to -
redu.. ... area b, .10 more than $2.9 billion, which
wou'"' Y ap) 1% percent of the projected deficit.

T ms cheduled fer major reductions include pro-
gra h t, Older Ar...icans, Handicapped Rehabili-
tati sia. .ock Grants and Child Welfare. B

Foeess i nes the fiscal year 1984 experience, the
President’s r_,___ ___._red in spending from what was actually ap-
propriate '’ ' fense discretionary spending by about $9 bil-
lion.

This di ; largely due to programs such as:

1. i es—for the blind churches, veterans and
other )., nizations ($0.3 billion above the President's
requq . :

g. sources—including environmental protection
($1.3 e the President’s request).

3. nd training ($1.3 billion above the President’s
requd :

{ ] energy assistance ($0.5 billion above the Presi-
dent’ .

5.1 y health ($0.5 billion above the President's re-
quest :

6.1 {$0.4 billion above the President's request).

7. -icans, Headstart, Child Welfare ($0.3 billion
above ant's request).

This, of ot an all-inclusive list but these are the major
difference would be the most likely targets for an item
veto. ‘

Beyond wver the long-term merits of a line-item veto,
in the sh ould not sa” : our immediate problem of pro-
jected def : 1980’s in «..e 3200 billion range. This is true
for two b; : a) a constitutional amendment granting this
power cci sroposed and adopted in a time period neces-
sary to a ‘ehcit problem, and b) as stated above, its ap-
plicability n terms of the amounts that could be reduced
in any giv

The lon cern about the item veto is basically a consti-
tutional a one. The issue is whether, under our separa-
tion of pc n, the President should have this increase in
legislative e Constitution, itself, states very succinctly
that “all 1_,..._..._ ,owers herein granted shall be vested in a Con-

gress of the U ted States, which shall consist of a Senate and a
House of Rep  sentatives” (Article I, Section 1). Extending the

President’s ve  power beyond what the Constitution now provides.

would allow (. President largely to substitute his judgment for
that of a maje o[ the Congress on specific policy items.”

ety o

T e e

11. EXISTING MECHANISMS

The President of the United States has rather extensive legisla-
tive powers under our present constitutional system, which has
been operative since 1789. Although the argument has been made
that a simple statutory change redefining the word “bill” could
give the President the power of a line-item veto, the general con-
sensus is that a constitutional amendment would be required to ef-
fectuate the new power. This, in itself, would be a complicated and
lengthy process. Surely, before one would want to embark on such
a course, one should carefully review the current legislative powers
encompassed in' the Office of the President. The following is.a
review of the existing mechanisms of legislative authority the
President curxently has to address specific line items.

Under the Congressional Budget and I, undment Control Act

‘of 1974, Congress has delegated power to the President to control

line item expenditures. This authority, of course, is subject to Con-
gressional review, but nevertheless, is extensive. Under the act, the
President can defer expenditures for any line item he prefers for
any time not extending beyond the end of the fiscal year.' This, of
course, does not produce any long term savings but it enhances the
President’s line-item control of the budget.

" The act also confers upon the President the power to rescind spe-
cific line items of his choosing and the rescission will become per-
manent upon the approval of Congress within 45 days. This, in
effect, means the President has vetoed the line item and has re-
quested a simple majority vote to support his decision. The authori-
ties under the act have been used extensively. In President Rea-
gan’s first 2 years in office, the Congress allowed more than three-
quarters of his rescission requests, resulting in more than $20 bil-
lion in lower spending. .

We operate under a system of an “executive budget” within our
constitutional system and the powers delegated to the President by
the Congress in the Budget and Accounting Act of 1921, the Budget
and Accounting Procedures Act of 1950, as amended, and the Con-
gressional Budget Act of 1974.

* The initial submission of a comprehensive plan lies in the hands
of the President alone. A budget submitted by the President is a
detailed document reaching to the account and subaccount levels.
Following the budget submission the President submits specific leg-
islative proposals in draft form to the various committees having
jurisdiction over specific subject matter. These submissions are line
items and the inclusion or exclusion of specific line items vests con-
siderable power in the hands of the President. Given our present

U'The power of Congress to disupprove Presidentiul deferrals remaing in doubt following the
Supreme Fourt'u recent docision in INS v. Chadha, wherein legislative vetoes were ruled uncon-
stitutionnl.

(5)
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** 1L BRIEF HISTORY OF THE LINE-ITEM VETO

- (.;xrtficle' 1, Section 7 of the Constitution of the United States pro-
vides: :

Every bill which shall have passed the House of Representutives and the
Senate, shall, before it become a law, be presented to the President of the
United States; if he approve he shall sign it, but if not he shall return it, with
his objections to that House in which it shall have originated, who shall enter
the objections at large on their jourr ' and proceed to reconsider it. If after
such reconsideration two-thirds of th.. House shall agree to puss the bill, it
shall be sent, together with the objections, to the other House, by which it shall
likewise be reconsidered, and if approved by two-thirds of that House, it shall
become a law, :

While the President may either approve or disapprove a bill in
its entirety, under the prevailing construction of Article I, Section

.1, he lacks the power of an item veto with respect to measures

passed by Congress. , ‘

The term “item veto” is used to describe the power of the execu-
tive to reduce or eliminate individual itemns in appropriation bills.
Generally, an item-veto mechanism provides that, in signing a bill,
the Chief Executive shall designate the appropriations and provi-
sions to which he objects; a~ return a copy of such appropriations

and provisions, with his ob,__tions, to the House in which the bill

shall have originated. Most proposals . _vide that the same proce-
dures would then be followed as with an ordinary veto, including
reconsideration by the legislature with the requirement of a two-
thirds vote for overriding the Chief Executive’s veto. Other propos-
als call for the vote of a constitutional majority of both Youses to
achieve the override.

History

While the framers of the U.S. Constitution did determine that
the President had to be given the power to veto legislation if he
was to remain independent of the Congress, the question of confer-
ring ¢on the President the power to veto individual items in appro-
priation bills was not even discussed in the Constitutional Conven-

,tion of 1787,

The Chief Executive has attempted to exercise a line-item veto
power in a number of ways. In 1830, President Andrew Jackson
signed a bill and simultaneously sent to Congress a message that
restricted the reach of the statute. The House, which had recessed,
was powerless to act but subsequently issued a report interpreting
President Jackson’s actions as constituting a line-item veto of one
of the bill's provisions. In 1842, President John Tyler signed a bill
and advised the House that he had deposited with the Sccrctur’y of
State “an exposition of my reasons for giving to it my sanction.” In
response, a Iouse select committee issued a report protesting the
action, saying that such extra-constitutional activity by the Presi-

n






" IV. EXPERIENCE IN TIIE €™ATES

At present 43 States permit item vetoes in appropriation bills.
Six States authorize general vetoes of bills but do not authorize
item vetoes (Indiana, Mai-~, Nevada, New Hampshire, ™'ode
Island, and Vermont). One Luate, North Carolina, does not aliow its
Governor to veto any legislative bills.

Following the Civil War, many States revised their constitutions
to respond to the practice of adding legislative riders to appropri-
ation measures and to give their Governors more power to fulfill
State constitutional mandates that the State's budget be in bal-
ance. While most States amended their constitutions to include
line-item veto power for the chief executive, the schemes adopted
in the several States vary widely.

In Hlinois, the Governor has. reduction veto power on a particu-
lar line item. The atount he approves becomes law unless his veto
is overridden by the legislature. In Alabama, the Governor may
veto a major budget bill entirely or offer executive amendments,
which may delete or add figures and '~~guage. In Indiana, a court
suit has held that the Governor, in ve___ag items, must veto a com-
plete section and only in an appropriation bill.

The State mechanisms algo differ with respect to legislative lan-
guage accompanying appropriations. Among the most permissive is
that of Wisconsin, where substantive program language contained
in the budget bill can be item vetoed apart from appropriation fig-
ures. In Michigan, where the Governor may veto distinct items of
appropriations, the rule has been that when a line item is vetoed,
the language accompanying that line item is also vetoed. In Colora-
do, under a more restrictive approach, the Governor can veto ac-
companying language only if it is unconstitutional. Illinois avoids
the issue insofar as its State constitution prohibits substantive lan-
guage in an appropriations bill.

State constitutional provisions also differ widely with regard to
the manner in which executive vetoes may be overridden by the
legistature. The votes required in each House to pass appropri-
ations and revenue bills or items over the Governor’s veto include:
Majority elected (Arkansas), three-fifths elected (Maryland), two-
thirds present (Texas), two-thirds elected (Mississippi), three-quar-
ters elected (Alaska). : :

The power of line-item veto in the States has-given rise to signifi-
cant political strife which has, at times, threatened the shutdown
of Government services and withholding of payments. In Califor-
nia, the line-item veto presents a perennial problem with the legis-
lature holding back appropriations bills until a deal is struck with
the Governor on use of his line-item veto power. California law pro-
vides that the State budget is to be signed into law by July 1 of
each year. In 1983, the legislature refused to send the Governor the
budget along with a trailer bill, upon which the budget was contin-

an
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"V, ARGUMENTS FOR AND AGAINST

Debate over the institution of a Presidential line-item veto has
given rise to a number of arguments both favoring ~nd opposing
the concept. Those ar@uments are si-—ymarized bel.... The argu-
ments presented in t___J section are n.. those of the House Budget
Committee nor do they represent a Budget Committee evaluation
of the proposal. As indicated, they are the arguments which sup-
porters are making on behalf of t{w bill and which opponents are
making against it. The Budget Committee staff attempts to summa-
rize the arguments on both si” -3 as cogently as possible.

Balance of powers: For

3

It woula restore the veto power to the President. The line-item

"~ veto would reestablish the constitutionally provided system of

checks and balances. Appropriation bills almost invariably are
composed of items necessary for the public welfare as well as items’
not necessarily in the public interest. At present, the President has
no choice but to approve all or disapprove all, thus risking delay or
discontinuance of necessary functions and work on needed projects.
The existing veto power has been eroded by omnibus appropri-
ations and late passage of bills. (See remarks of Senator Alan J.
Dixon, Washington Post, October 19, 1983.)

Against

It would give the President legislative authority not envisioned
by the Constitution. The veto power is legislative in nature. It is
inappropriate for the President to substitute his judgment for that
of the legislature. Such a move would mix the powers of executive
and legislative departments in a way that was never intended by
the framers of the Constitution. (See remarks of Representative
Barber Conable, Wall Street Journal, January 5, 1584.)

The device would violate the principle of separation of powers
embodied in the Constitution. The item veto would practically de-
stroy the only power Congress now has over the President other
than impeachment. The power of coercion would be removed by
this device thus making the legislature subservient to the will of
the Executive. (See remarks of Representative Silvio Conte, Neiw
York T¥mes, January 4, 1984.) -

It would defeat the legislative intent of Congress. In exercising
his line-item veto, the President would be proposing to give un in-
dependent appropriation to individual objects, a proposal upon
which the will of Congress has never been éxpressed. The President
would thereby originate an appropriation, not suggested by Con-
gress, and make it law, if more than one-third of either llouse
agrees with him, thus eroding the principle of majority rule. Con-
gress would be forbidden to make dependent appropriutions.

(4R}
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Second, should Packwood insist on pursuing S. 1660, the
Administration, as well as the operating companies and the
telephone users group should mobilize to obtain enough votes to
table S. 1660. Such a tabling motion would be made with the
understanding that a Senate resolution (see above) would be
offered immediately following the tabling motion. This,
obviously, is a riskier strategy but one which we might need to
pursue in order to prevent a bill from going to conference.

SUGGESTED TALKING POINTS

1. Howard, I understand that you intend to move to proceed to
S. 1660 when the Senate reconvenes on Monday. As you know,
the Administration has announced its opposition to this or
any other legislation on the access charge matter.

2. It is extremely important that legislation not be sent to
the President on this matter. It is a highly charged
political issue in an election year.

3. Clearly, the momentum is running against S. 1660, The FCC's
tentative decision of Thursday and the effort organized
by Bob Dole reflect that momentum.

4. Howard, I suspect there are a variety of ways out of this.
I am hopeful that you and your colleagues might persuade
Senator Packwood not to insist on pursuing S. 1660. If
he does insist upon proceeding, an alternative strategy
might be to garner the votes to table the bill., We would
work diligently towards that end. I understand, however,
that a number of Senators would like to be recorded in
some fashion on this matter. Perhaps a Senate resolution
would be the right kind of vehicle on which to have a vote.

5. I cannot impress upon you enough, Howard, the need not to
have a bill presented to the President on this issue.






0 Establishes a "National Consumer Telephone Resource Center"™ to
represent the interests of the State associations  in Federal
policymaking.

This draft of a position was developed by LRD in consultation with
Demuth and the Commerce Department (Levitt, Legislative Counsel)
and the Justice Department. (Logan, Legislative Affairs). The
Administration has not yet stated a position on the matter. The
Cabinet Council on Commerce and Trade considered this matter at a
recent meeting but did not make a decision. '

LRD DRAFT
11/3/83



TALKING POINTS

R. 4102--UNIVERSAL TELEPHONE SERVICE ACT OF 1983

I. H.R. 4102 would perpetuate and expand the current massive subsidy of local telephone
companies by long distance callers.

* At present, interstate long distance callers pay a share of local telephone

companies' fixed costs (non-traffic-sensitive or NTS costs) equal to 3.3 times
their share of usage. For example, if 15% of the minutes of calling are

interstate long distance, then 50% of local NTS costs are recovered from long
distance rates.

FCC's access charge plan, to take effect April 3, will reduce this unfair cross
subsidy by recovering part of local phone companies’ NTS costs from a new flat
monthly charge on telephone lines (end user charge) rather than long distance
rates. The end user charge will be $2 monthly for residential phone lines in
1984, and up to $6 monthly for business phone lines.

H.R. 4102 would overturn FCC's access charge plan, forbid end user. charges for
residential users and business users with only one phone line, and create new

cross subsidies from long distance callers to local phone companies on top of
exlstlng subsidies.

CII. H.R. 4102 is unnecessary. FCC's access charge plan will not lead to unreasonable
rate increases. '

* Local telephone companies' recent rate increase requests will raise the amount

they collect from ratepayers less than 8%, This is because 20% of the increase
requests are merely accounting changes, and State regulators will probably grant

less than 50% of the remainder. State regulators have historically held the line
on local residential rate increases.

The new end user charge will be offset by lower long distance rates. AT&T will
reduce long distance rates more than 10%, and MCI has announced that it will
reduce its rates also, if the FCC plan takes effect.




FCC has already agreed to a new subsidy for lifeline telephone service for low
income persons. FCC will waive the $2 monthly charge for any subscriber to a.
State-approved lifeline service.

The plan developed by FCC's Federal/State Joint Board will protect high cost
local phone companies. It provides a "high cost factor" subsidy that will
prevent any local phone company from having to pay more than 156% of national
average non-traffic-sensitive (NTS) costs per subscriber.

FCC is presently cohsidering petitions to reexamine the difference between access
charges paid by AT&T and by its long distance competltors, to assure fair
" competition.

IIT. H.R. 4102 would add more than $5 billion annually to long distance telephone bills.

By cancelling FCC's planned access charges for residential and single line
business users, H.R. 4102 would shift more than $3 billion annually back onto
long distance bills.

H.R. 4102 creates a new subsidy for "high cost" local phone companies, on top of
the existing subsidy. The new subsidy would add about $500 million annually to
long distance bills, and more in future years. The bill would subsidize phone
companies whose high costs are due to booming economies and rapid growth, as well
as phone companies in rural areas.

* H.R. 4102 creates another new sub51dy for lifeline service for low income '
persons, on top of the FCC's waiver of the two dollar monthly fee. . This new .
subsidy would add about $1.5 billion annually to long distance bllls, and more in
future years. .

Iv. Artificially high long distance rates from H.R. 4102 would be unfair and would
damage the economy.

* Residential users generate more than 46% of the interstate calling (MTS/WATS)
revenue, so they have a big stake in long distance rates.

* Overpricing long distance service will hurt U.S. productivity and competitiveness



increasingly as information becomes a more important input to all areas of
industry and commerce.

Overpriced 1long distance will encourage large users to build their own systems
that bypass the public telephone system to avoid paying the subsidy, even when
this results in wasteful duplication of facilities.

V. H.R. 4102's bypass tax would retard innovation and impose huge administrative and
litigative costs.

* H.R. 4102 would impose a charge on communications systems that bypass the local .

phone company. The bypasser would receive no benefit in exchange for this
payment, so it is actually a tax.

The FCC and the courts would be flooded with wasteful litigation aimed at

. determining what communications services are or are not taxable under H.R. 4102,
For example, services offered by cable television systems, and even by radlo
broadcasters, could arguably be taxed as "bypass" under this bill.

Innovative new communications services would be delayed while lawyers argued over
whether and how much they should be taxed as "bypass"”




STATEMENT OF
3 ADMINISTRATION
¥ POLICY

January 6, 1984
(Senate)

S. 1660 - Universal Telephone Service Preservation Act of 1983
(Packwood (R) Oregon and 32 others)

The Administration is strongly opposed to enactment of S. 1660 and
believes that the bil1l would be a major step backwards for
consumers. S. 1660 would encourage retention of inefficient
cross-subsidies, would restrict introduction of new equipment and
services, and would inhibit competition and retard productivity and
employment growth in the telecommunications marketplace. '
The telecommunications sector is experiencing unprecedented
technological change and is just beginning a complex structural
transition. The Administration believes the Congress should
refrain from enacting new and uncertain policy changes during this
critical period. ' '

* * * * *

(Nof to be Distributed Outside Executive Office of the President)

As reported by the Senate Committee on Commerce, Science, and
Transportation, the key provisions of S. 1660:

o Prohibit the FCC from 1evying a flat end-user "access charge"
on monthly residential or single-Tine business telephone bills
during the period ending December 31, 1985;

o Establish a "Universal Service Joint Board," comprised of State
and Federal regulators, to administer .a new "Universal Service
Fund,"” which would be used to (1) provide subsidies to local
telephone companies with costs above the national average
‘(primarily those in rural areas) and (2) subsidize "1ifeline"
service (i.e., limited telephone service for select groups of
.subscribers, such as the elderly or unemployed);

o Levy a new tax on telecommunications systems that bypass the
local telephone company; and

o Require the FCC to report to the Congress by March 1, 1985, on
(1) the manner in which the amendments made by S. 1660 have
been administered, (2) any proposed action with respect to
access charges and universal telephone service, and (3) any
legislation that the FCC considers appropriate.

S. 1660 is similar in purpose to H.R. 4102, which the
Administration opposes, and which passed the House on November



10, 1983; however, S. 1660 is more limited in scope and does not
contain certain objectionable features of the House-passed
legislation (e.g, concerning public participation funding and the
establishment of a "National Consumer Telephone Resource Center,”
that would represent the interests of the States in Federal
telephone decisionmaking).

This draft of a position was developed by LRD in consultation
with OIRA (DeMuth/Reed) and JTP (Curtis).



THE WHITE HOUSE

WASHINGTON

January 18, 1984

MEMORANDUM FOR JIM BAKER
FROM: NANCY RISQUE -]

SUBJECT: Format for Bipartisan Leadership Meeting
on January 25

Jim, we've now got the time on January 25 for a bipartisan
leadership meeting. Unless you have any other thoughts, B
has suggested that the meeting be started with an update on
Lebanon, then take the opportunity to discuss Central America,
and finish up with a kickoff of the second session.

Tl W1
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THE WHITE HOUSE

WASHINGTON

January 18, 1984

MEMORANDUM FOR JIM BAKER [" /\)f CCG«L\ ce. A
FROM: NANCY RISQUE-. - ° il o .
PAM TURNER-
DENNIS THOMAS ~ \/ Co o

Letter to Hill on Soviet Compliance

We strongly recommend that a fact sheet be prepared that
outlines the main theme(s) and issues in the letter. We
also suggest that we get it to our friends before public
release of the letter so that they may understand what the
violations are and are prepared to support us.

Budget briefings on the Hill

We understand that there is thought being given to not having
Stockman/Regan/Feldstein briefings for the GOP money committee
members, the Republican Conference, or expanded bipartisan
leadership...

We believe that not to do such briefings would be a mistake.

We've done it every year. The members want the attention.
If we don't take the lead in selling our budget, who will?

) ///;
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