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Document No.035752 SS

WHITE HOUSE STAFFING MEMORANDUM

naTg: September 11, 1993 ,~rioN/CONCURRENCE/COMMENT DUE BY: (?4é

SUBJECT: Armv General Officer Nomination - General Jimmy d. Ross,
United States Army

ACTION FYI ACTION  FYI
| VICE PRESIDENT O 0O PASTER O O
il McLARTY O 0O RASCO O O
I NEEL O O RUBIN O O
’ PANETTA n O SEGAL [ O
P BAGGETT O O SEIDMAN O O
| EmANUEL O O STEPHANOPOULOS [ O
GEARAN n O TYSON O [
GERGEN O O VARNEY O O
“ GIBBONS O O WATKINS O OJ
HALE O O WILLIAMS O O
HERMAN O O Ui O g
LAKE O O W O
LINDSEY O O O ]
MCGINTY O O O O
MONTOYA O [ ] O
NUSSBAUM OJ O O O
REMAAE;: )
RESPONSE: September 15, 1993

The National Security Council staff concurs in the attached military
nomination.

JOHN D. PODESTA
W Assistant to the President
and Staff Secretary
Anthony Lake _ Ext. 2702



THE WHITE HOUSE

WASHINGTON

.“Q .
September 7, 1993 Sore Pl 25

MEMORANDUM FOR THE PRESIDENT

FROM: JOHN A. GAUGHAN
DIRECTOR, WHITE HOUSE MILITARY OFFICE

SUBJECT: Army General Officer Nominatio

Forwarded for your approval and signature is the nomination of
General Jimmy D. Ross, United States Army, for appointment to the
grade of general on the retired list.

This nomination has been staffed by the Acting Secretary of the
Army and approved by the Deputy Secretary of Defense.

Recommendation
That you approve and sign the attached.

Attachment



THE DEPUTY SECRETARY OF DEFENSE
WASHINGTON, D.C. 20301-1000

30 AUG 1993

MEMORANDUM FOR THE PRESIDENT

SUUBJECT: General Cfficer Nomination

Oon. behalf of the Secretary ~f LCefense, I recommend you
nominate General Jimmy D. Ross, United States Army, for
appointment to.the grade of general on the retired list.
General Ross, who is 57 years of age, is currently assigned as

Commanding General, United States Army Materiel Commancl.

il arf by

William J. Perry

Attachment
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The MWhite House

Washington

To the Senate of the United States:

I ncminate:

The following namad officer to be placed on the retired list
in the grade indicated under the provisions of Title 10, United
States Code, Section 1370:

General Jimmy D. Ross, [ (b)6) | United States Anmy [001]
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No. 016-93
(703) 697-5131 (info)
(703) 697-3189 (copies)
IMMEDIATE RELEASE (703) 697-5737 (public/
industry)

GENERAL OFFICER ANNOUNCEMENT

Secretary of Defense Les Aspin announced today that the President has
naminated General Jimmy D. Ross, United States Army, to be placed on the
retired list in his current grade. General Ross will retire after campletion
of more than 35 years of service. Since Jamuary 1992, he has served as
Cammanding General, United States Army Materiel Cammand, Alexandria, Virginia.

General Ross was born on May 23, 1936, in Hosston, Louisiana.

~END-
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20508

September 15, 1993

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

y
THROUGH: ROBERT BELL %2%“%’

FROM: KEITH HAHN \Lk/

SUBJECT: Defense Proposed Report RE: HR 57, United States

Merchant Marine Utilization and Preference Act

At Tab II Defense registers its opposition to proposed
legislation which seeks to "clarify" the preference for U.S.-
flagged merchant vessels in carrying DoD cargo. 1In fact, the
legislation is designed to expand the provisions of the Cargo
Preference Act of 1904 to virtually preclude the use of non-U.S.
merchant vessels.

This legislation contains proposals that have been put forward by
U.S. shipping companies over the past several years in order to
force greater compliance with the Cargo Preference Act. There is
some truth to the assertion that the Act is not scrupulously
adhered to, although the greatest federal offenders are probably
State and Agriculture (in the shipment of foreign and
humanitarian aid). Of the over $500 million spent annually on
the cargo preference "subsidy" (the additional cost of shipping
by more expensive U.S. carriers rather than foreign carriers),
Defense’s share is over $300 million.

Defense properly points out that the Cargo Preference Act is
generally successful, with over 94% of all U.S. government cargo
transported in privately-owned U.S.-flagged ships. Defense cites
its requirements for unique ships (such as RO/ROs) or extenuating
operational circumstances as reasons for not being able to comply
with the proposed legislation. Existing cargo preference
legislation is adequate to protect the industry, if properly
enforced. HR 57 is both unnecessary and impractical.

)
/o
Concurrences by: Stev§736nes and J Rosner

RECOMMENDATION

That you sign the memorandum at Tab I concurring in the proposed
Defense report. :

Attachments
Tab I Memorandum for Signature
Tab II Incoming Correspondence
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506

MEMORANDUM FOR JAMES J. JUKES
FROM: WILLIAM H. ITOH

SUBJECT: Defense Proposed Report RE: HR 57, United States
Merchant Marine Utilization and Preference Act

The National Security Council staff concurs in the proposed
Defense report.
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el
EXECUTIVE OFFICE OF THE PRESIDENT ATES

OFFICE OF MANAGEMENT AMD BUDGET
Washington, D.C. 20503

September 13, 1993

LEGISLATIVE REFERRAL NEMORAMDUM
LRM F1-1228

T0: Legislative Liaison Officer -

BX-IM - Ira Fishman - (202)566-8806 ~ 236

USTR - Fred Montgomery - (202)395-3475 =~ 223
AGRIC-CR ~ Hal Gross (all taestimony) -~ (202)720-7095 = 230
COMMERCE - Michael A. Levitt - (202)482-3086 ~ 324
JUSTICE - Sheila F. Anthony - (202)514-2141 ~ 217
STATE - Julia C. Norton - (202)647-4463 - 225
TREASURY - Richard 8. Carro -~ (202)622-1146 - 228
AID - Robert M. Lester - (202)647-8371 - 202

NSC ~ William H. Itoh - (202)395-3723 = 249

CEA - Francine Obermiller - (202)395-5036 - 242
LABOR - Robert A. Shapiro - (202)219-8201 - 330
FMC - David R. Miles - (202)523-3740 - 307

NEC - Sonia Mathews -~ (202)456-6722 - 429

FROM: JAMES J. JUKES (for) U{ri~
Asgigtant Diractor fgr Legislative Refarence

OMB CONTACT: Jim BROWN (3935-3473)
Secretary’s line (for simple responses): 395-3454

SUBJECT: DEFENSE Proposed Report RE; HR 37, Unitead
states Merchant Marine Utilization and
Preforence Act

DEADLINE$ 5300 P.M. Beptember 27, 1993

OMB requests the views of your agency on the above subject before
advising on its relationship to the program of the President, in
accordance with OMB circular A-19.

Please advise us if this item will affect direct spending or
receipts for purposes of the the "Pay-As-You-Go" provisions of
Title XIII of the Omnibus Budget Reconciliation Act of 1990.

ccC:

Cyndi Vallina B4 Clarke

Meg DiBari Lisa Kaplan Witt
John McClelland Ken 8chwarte
Michael Deich John Goodman
Bob: Damus Clarissa Cerda
Roger Adkins Mike S8chmidt
Rodney Bent . Cockie Walden

BrucQ Sagsar
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LRM #I-1228
RESBPONSE TO LEGISLATIVE REFERRAL MEMORANDUM

If your response to this regquest for views is simple (e.g., -
concur/no comment) we prefer that you respond by faxing us this
response sheet. If the response is simple and you prefer to
call, please ¢all the branch-wide line shown below (NOT the
analyst’s line) to leave a message with a secretary.

You may also respond by (1) calling the analyst/attorney’s direct
line (you will be connected to voice mail if the analyst does not
answer); (2) sending us a memo or letter; or (3) if you are an
OAS1S user in the Executive Ooffice of the President, sending an
E-pail message. Please include the LRN number shown above, and
the subject shown below.

TO: Jim BROWN
office of Management and Budget
Fax Number: (202) 395-3109
Analyst/Attorney’s Direct Number: (202) 395-3473
Branch-wWide Line (to reach secretary): (202) 393-3454

FROM: . (Date)

(Name)

(Agency)

(Telephonie)

SUBJECT: DEFENSE Proposed Report RE: HR 57, United
Statas Merchant Marine Utilization and
Profarance Act

The following is the response of our agency to your regquest for
views on the above-captioned subject:

Concur
No objection
No comment

S8ee proposed edits on pages

Other:

FAX RETURN of pages, attached to this
response sheet
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The Honorable Ronald V. Dellums
Chairman, Committee on Armad Sarvices
Holise of Represantatives

washingten, D.C, 20513

Dear Nr. Chairman:

The Department of the Navy, on bshalf of the Department of
Detense, oppomes the proposaed legislation introduced as H.R. 57
which i{s a bill "To amend Title 10, United States Code to clarify
the preference for United States-flag merchant vessels in the
carriage of Department of Defense cargoes, and for other

parposes. " :

H.R. 57, 1f enacted, will increase the cost of moving DoD
cargo without proven benefit.

In peacetime, DoD exclusively uses privately owned U.8.flag
ships for the transportation of DoD cargo, unless those ships ere
unavailable. This has been regulated by the Cargo Preference Act
of 1904 (10 U.S.C. maction 2631) requiring ocean transportation
of DOD cargo on U.5. Government owaed or privately owned
U.5.-flag ships. This law has achieved its objective since over
948 of all cargo is transported in privately-owned U.S.-flagged
ships. Poreign flagged ships are used only on those infrequent
occasions when U..S.-flag ships are inadequate to meet
regquirements.

Section 4 provides that "time charters and voysge charters
shall be kept to a minimum... .11 Military Sealift-Command (MSC)
is alre in compliance with the stated purpose of this section
which is iterated in DoD Directive €500.9. DOV determines the
number of ships it will charter based upon projected military
cargo transportation requirements that cannot be filled by U.8.-
flag liner service. Tha minimum number of ships are chartered
necessary to meet projected DoD ocean transportation
requiremants.

H.R, 57 would limit privately owned V.§5.-flag vcesels time-
chartered to the government trom transporting DoD cargo by giving
transportation priority to the privately owned U.S.-flag vessels
in liner service. The DoD, already having paid for the space on
the chartered vessel would then be forced to pay for the -g:ce
being used on the liner vessel. The DOD would essentially
paying for the same space twice., Noreover, preferring linex
sarvice over chartered ships is not in DoD’'s best interest. DoD
charters only the most militarily useful ships, such as roll-
on/roll-off ships and breakbulk ships. If distorted preference is
given to liner service (which consists primarily of non-self
sustaining container ships) this will decrease DOD support for
the more militarily useful ships, thus resulting in a reduction
in the number of those ships and the demand for the U,.§. citizen
mariners who exrew them.
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Section 4 also limits DoD’'s use of foreign flag ships to one
voyage while the Cargo Preference Act of 1904 prohibits the use
of foreign flag ships if U.S.-flag ships are available. Any
further restrictions placed on the use of foreign ships would
unduly restrict the DoD from ensuring the timely delivery of
cargo., Such a restriction would inhibit DoD’'m ability to obtain
*best value" whep circumstances do not permit the usa of U.8.
flag ships.

section ¢ reguires written approval from the Secretary of
Transportation, after determination that U.§. fla commezrcial
ships are unavailable, before DoD can uss & Vesss of the nucleus
fleet. This seriously 1nfringos upon the ab111t¥ of DoD to
axecute its mission with assigned assets. This l1s particularly
true since the bill’'s detinition of the nucleus fleet includes
fast gealift ships., tuture surge LMSRS, aflual prepositioning
shipe (APF & MPS), service support vessels and nsval flest
auxiliary vessels. These vessels are maintained by DoD to meet
unique military requirements. Additicnally, these ships provide
invaluable training for deployable units. Restrioting the use of
the ships eliminates their use by military units in meeting
deployment readinese training requirements. The vessals of the
nucleus fleet are the vessels these unite will deploy their
equipment on in the event of actual deployment. The use of these
vessels during training exercises is oritical to the effective
training of these units.

Section 4 also permits the use of the more fevorable
negotiated rates by DoD instead of commercial tariffs. Current
law permits DoD to tranmport cargo using both alternatives making
additional legislation unnecessary. The 1904 law also gave
significant price protection, by allowing a determination by the
government that the freight charges were excessive Of
unreasonable. The language in H.R. %7 does nol provide such
protection.

Tha respongibilities of the Chief of Naval Operations (CNO)
and MSC outlined in section ¢ may be in conflict with the
Goldwater - Nichols DOD Reorganization Act which precludes the
Office of Naval Operations (OPNAV) involvement in acquisition
matters.

The final provision of section 4 specifies that DoD *shall
not engage in competition with private persons in the rovision
of transportation by water in commercial services.® 8
generally has been DoD policy, thus legislation is not required.
DoD does nmot own any point-to-point ocean transportation ships
and therefors is not in competition with the owners aengaged in
ocean transportation. IJt should be noted that section ¢ also may
conflict with Section 1424 of the 1991 DoD Authorization Act and
should be modified to permit leasing of government-uwned ships
under & program estsblished under thay section.
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Section S limits the nucleus flest to *10 Ary cargo vesscls*®
and "22 tanker vessels" thus limiting DoD’'s ability/flexibility
to respond to military contingencies, humanitarian assistance
efforts and other related events. Historically, DoD has
consistently and unilaterally reduced its nucleus fleet.
Legislation designed to force DoD to do so is unnecessary. This
may also confliot with the need for dry cargo ships as
established by Lhe Mobility Requirements study.

Section 5 also mandates that "service support vessels®, such
as Naval Fleet Auxiliary ships, be deactivated and placed in
reserve, or be digposed of, if inactive for more than 120 days.
This would preempt DoD from quickly employing that ship if needed
and would significantly add to the cost to do so. Decisions to
deactivate Navy Fleet Auxiliary ships and other service support
vessels should be reserved to military planners based on the
specitic scenario. It should not be legislatively imposed through
an arbitrarily established time trame. This requirement may also
exacerbate the critical shortage of civilian mariners by reducing
the number of vessels in operation. The bill also requires the
expeditious deactivation ot the nucleus fleet and the RRF
following the cessation of hostilities. This requirement does not
recognize the equally important task of redeploying forces for
reconstitution for future coantingencies.

Bection 7 prohibits vessels in the Ready Reserve rorce (RRY)
from transporting cargo as part of a military exercise unless no
U.8.-flag commercial veasel operator was availeble. This would
limit ability of DOD/MARAD to properly evaluate the RRF ships
actual sbility to transport DoD cargo and squanders & realiatic
training opportunity.

$inceraly,

Copy to:
The Honorable Floyd D. Spence

Ranking Minority Member

¥¥ TOTRL PAGE.QBS xx
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NATIONAL SECURITY COUNCIL

WASHINGTON. D.C 20506

September 15, 1993

ACTION

MEMORANDUM FOR ANTHONY LAKE

THROUGH ROBERT BELL
FROM: KEITH HAHN
SUBJECT: Letter to the President from Edward Horan RE:

Nominations of Dr. Widnall and Gen. Wolfe

At Tab B John Podesta asked us to provide a draft Presidential
response to a letter from A. Edward Horan congratulating the
President on his choice of Dr. Widnall to be Secretary of the Air
Force and the promotion of Lieutenant General Thad A. Wolfe to
his current rank and position as Vice Commander of the Air Force
Tactical Command.

Mr. Horan reviews Lieutenant General Wolfe'’s background and
credentials in some detail. He also suggests that Secretary
Widnall, General Fogelman (Forces Command), General Loh (TACCOM) ,
General McPeak and LGEN Wolfe set up a "central clearing agency
for common jumbo jet problems" and that one of these officials be
appointed to act as liaison between the Air Force, Congress and
the Administration. It is not clear (and Air Force has no
insight into) what common jumbo jet problems Mr. Horan is
referring to. If the issue is airlift procurement and
modernization, .the Bottom-Up Review (BUR) has already looked into
this matter. If the jumbo jets referred to by Mr. Horan are
bombers, then the issue has also been studied under the BUR.

A~
Concurrence by: Steve JPnes

RECOMMENDATION

That you forward the memorandum and letter at Tab I to John
Podesta.

Attachments

Tab I Memorandum for John Podesta
Tab A Letter from the President to Edward Horan
Tab B Incoming Correspondence
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THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR JOHN PODESTA

FROM: ANTHONY LAKE

SUBJECT: Letter to the President from Edward Horan RE:
Nominations of Dr. Widnall and Lieutenant General
Wolfe

You asked the National Security Council staff to provide a draft
response to Mr. Edward Horan’s letter to the President at Tab B.

Mr. Horan reviews Lieutenant General Wolfe’s background and
credentials in some detail. He also suggests that Secretary
Widnall, General Fogelman (Forces Command), General Loh (TACCOM),
General McPeak and LGEN Wolfe set up a "central clearing agency
for common jumbo jet problems" and that one of these officials be
appointed to act as liaison between the Air Force, Congress and
the Administration. It is not clear (and Air Force has no
insight into) what common jumbo jet problems Mr. Horan is
referring to. If the issue is airlift procurement and
modernization, the Bottom-Up Review (BUR) has already looked into
this matter. If the jumbo jets referred to by Mr. Horan are
bombers, then the issue has also been studied under the BUR.

The letter at Tab A is noncommittal on this suggestion and
endorses Mr. Horan’s assessment of the outstanding leadership of
today’s U.S. Air Force.

Attachments
Tab A Letter from the President to Edward Horan
Tab B Incoming Correspondence



THE WHITE HOUSE

WASHINGTON

Dear Ed:

Thank you so much for your warm words on the
appointment of Dr. Widnall as Secretary of the
Air Force and the promotion of Lieutenant
General Thad Wolfe to Vice Commander of the Air
Force Tactical Command. Clearly one of our
Nation’s strengths is the high quality
leadership that our Armed Forces enjoy.

Dr. Widnall and Lieutenant General Wolfe join an
Air Force team that is well-equipped to address
the wide range of issues facing our Nation as we
transition our military from the Cold War to the
new international security environment. Like
you, I am confident that we will be well-served
by these individuals and the U.S. Air Force will
remain second to none.

Sincerely,

Mr. A. Edward Horan
10750 Wilshire Blvd. #303
W. Los Angeles, CA 90024
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J0: Preaident Bill (Linton JRM: A. € dward Honran
10750 ¥ ilahine Blvd #303
4. Loa dngelea (A 90024
tel (310) 470 1725

@606/ /s z.'- Hote!

Uean President Bills
St ir with the greatest pleasune that 9 congratulate you ar a US}
Booaten on two nrecent nominations that pased with flying coloan:

bn, Sheida { ¥idnall

L2, Genenal Thad A Volfe
Already $'ve had nothing but favonable input & full acceptance of On ¥ idnall
Aa fon Gen. Wolfe, 9'd Like 2o give you rome "arider” about him that perhaps
were not covened with you: While he war the /4t (ommandant of the B I Bomber
School at {Llwnoth AIB~ both Jhad & hir wife Jidl took time to work with
abusred children, hir wife Jidl addo found the time to pasrs her exama ar an
RY, both alro took part in many local affaira- Jhad even took time %o go
hunting with the Gov. of 3. Uakota, while alro taking ma mmny speaking
engagementa!.  Hin Bomben School had the beat 'S} writeup by Melirra
//ea,[,y o,f the LA Jimes in the yean of ‘9. /:’u/u':zg hir 18 montha an ADL0
at V54 F¢. Meade re he pui in neven lean than 12 to 14 houn days, hia
wife ured hen nurring ahilln in local Hlealth (are. faving followed hin
carecen from his sewvice unden now netined (i SA( Gen. Jack (hain, he
ir truly oun fineat example of a 2/at (entuny Ui} General
9 aincenely unge you to give Jhad & hin boas Gen. Mike Loh yourn full
backing on our formidable jumbo jet problemn that extend from Jankena,
cargo, troop tranapost to the Bl & B2 bomben problems. Jhad haa
kept in negulan touch with hir A} dcademy clarsmate Gen. Ron Jogleman
€ both have rhared valubble exchanges on jumbo jet problema.
9¢ ir my feverent wirh that Sec #idnall, Gena. Jogl.ema.n, Lok,
flc Peak € Jhad can et up a central clearing agency for common
gumbo jez problems & that one of them will be appointed o act
asr liaron between USAF, The Senate € (ongresn € of counse yourrelf.
Ar waual, Thad in already in place ar Vice ((ommander at Langley
€ ir off and munning with full afterburnenn!
Again my congratulations Prerident Bill on youn wine choicer
to keep oun wonderfull USAF the beat the world har even hnown!

% P.S. Jhadtaon, a U3 (apt Jighten Pilot
W arment -~ ia presently Llying minsiona in the Gulf

170800 Witshire Boulevard » Ios Angeles, California 90024 » Bhone $10-275-5575 * 1-800-800-1239 ¢ Fax 218-278-5525
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506

September 15, 1993

ACTION

MEMORANDUM FOR WILLIAM H. ITOH

THROUGH ; ROBERT BELL (L@Vp

FROM: PETER FEAVER PDF

SUBJECT: Defense Proposed Report RE: HR 786, Veterans'’

Benefits Tax Exclusion Act of 1993

Tab I provides the proposed report, prepared by the OMB for the
House Committee on Ways and Means, commenting on H.R. 786. H.R.
786 is a bill to amend the Internal Revenue Code of 1986 to

clarify the exclusion from gross income for veterans’ benefits.

From 1918 to 1986, veterans’ benefits were excluded for tax
purposes from the calculation of gross income. The Tax Reform
Act of 1986, however, removed this exclusion allowing only two
exceptions: 1) military benefits authorized before September 9,
1986 were still excluded; 2) cost-of-living and other indexed
adjustments to these benefits were also excluded. Thus, any new
benefits, and any non-indexed adjustments to existing benefits,
presumably became taxable. H.R. 786 is intended to clarify the
issue and restore veterans’ benefits to their pre-1986 tax
status. As written, however, H.R. 786 only relaxes the second
limitation; H.R. 786 does not exempt benefits authorized after
September 9, 1986. The OMB report recommends alternative
language that would also lift the first limitation and make the
clarification more precise.

Concurrences by: Keith giéé and Jerem%ﬁ%tgggr

RECOMMENDATION

That you sign the memorandum at Tab I concurring in the proposed
report.

Attachments
Tab I Memorandum for Signature
Tab II Incoming Correspondence
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506

MEMORANDUM FOR JAMES J. JUKES
FROM: WILLIAM H. ITOH

SUBJECT: Defense Proposed Report RE: HR 786, Veterans'’
Benefits Tax Exclusion Act of 1993

The National Security Council staff concurs in the proposed
report.
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EXECUFIVE OFFICE OFj TEE PRESIDENT (5%

OFFICE |OF MAMAGEMENT AND BUDGET :

Washingten, D.P. 20803

L 0
septonbor;, 1993

LEGISLATIVE REFERRAL MEMORANDUM

: LRM £I~1183

T0: Legislative Liaison ofticer =~

TREASURY - Richard 8. Carro - (202) 622-1146 - 228
VA - Robart Coy - (202)535-8113 - 229

N8C -~ Willianm H. Itoh - (202)395-3723 - 249

CEA - Francine Obermiller - (202) 395-5036 - 242

NEC - Sonia Nathews = (202) 456-6722 - 429
JUSTICE - Sheila F. Anthony = (202)514-2141 - 217

f

gislative Reference

FROM: JAMES J. JUKES (for)
Assistant Director fo

ONB CONTACT: Douglas STEIGER (395~ 8¢)
Becretary’s line (for sinple responses)t 395~-3454

SUBJECT: DEFENSE Proposed Report RE: HR 786, Veterans/’
Penefits Tax Bxclusion Act of 1993

DBADLINE: September 17, 1993

OMB requests the views of Xour agency on the above subject before
advising on its relationship to the program of the President, in
accordance with OMB Circular A-19.

Please advise us if this itea will affect direct spending or
receipts for purposes of the the “rPay-As-You-Go* provisions of
vitle XIII of the Omnibus Budget Reconciliation Aot of 1990.

CcCs

Todd Grams
Randy Lyon
Wandell Waites
Tom Btanners
boh Pelliocoi
Ray Kogut

Art sStiglle
Howard Paster



g3/ 1957239 dl:1lc WD LU/ Coaa L4 474
T : H . ! '

B - : LN Ixéxxda
hubouu 0 uox%an mhnp NEMORANDUN

TR . i : ‘.. i
If yqur rassponse to this request fpr vievs is simple (e.g.,
conq&gino-bonmont) ws pirefer that you respond by faxing ug this
respdnse sheet. If thé responss ip simple and you prefer to :
call, please call ths branch-vide line shown below (NOT the
analyst’s line) to leave a néssage vith a secretary.

You may also respend by (1) calling the analyst/attorney’s direct
line (you will bs connected to voice mail if the analyst does not
ansvar); (2) sending us a memo or letter; or (3) if you are an
OASIS user in the Executive Office of the President, sending an
E-mail message. Please inolude the LRN number shown above, and

the subject shown below.

TO: Douglas STEIGER
office of Management and Budget
Fax Number: (202) 395-310%
Analyst/Attorney’s Direct Number: (202) 395-3386
Branch-Wide Line (to reach secretary): (202) 395-3454

FROM: (Date)
(Nane)

(Agency)
(Telephone)

SUBJECT: DEFENSE Proposed Report RE: HR 786, Veterans’
Benefits Tax Exclusion Act of 1993

The following is the response of our agency to your request for
views on the above-captioned subject:

Conour
No .objection
No comment

S8ee proposed edits on pagaes

other:

1

PAX RETURN of pages, attached to this
response shee
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The Honorable Dan Rostenkowaki
Chairman, Committee oh Ways and Msans
House of Representatives

washington, DC 20535-6216

Deaxr Mr. Cheirmans

¥We reguest that you consider the following couments on H.R.
786, 1034 Congress, & bill *To amend the Inoternal Revanue Code of
1986 to clarify the axciueion from gross income for veterans’
benefits.*

yrior to enactment of § 134 in the Tax Reform Act of 1986,
veterans’ benefits enjoyed a general exclusion from gross income
under secticn 5301(a) of title 38, United States Code (and
predecessor sections), which states that *payments made to, or om
acoount of, & beneficiary shall be exenpt from taxstiom...®
Arguably, the unqualified exclusion of section 5301(a) implicitly
was repealed by § 134. Therefore. like other military banefits,
veterans' benefits presently may be excluded from gross income
only if they are excluded by § 134 or another income exclusion
provision of the Internal Revenue Code.

goction 134(a) provides that "gross income shall not include
any qualified military benaefit.® A "qualified military benefit* is
an allowance or in-kind benefit (except personal use of a
vehicle), received by a servicemembar or dependent by virtue of
military status or service, which was excludable from gross income
on September 9, 1986, the effective date of § 134 (s 134(b)(1)).
By implication, no penefit created or initially authorized after
Septembar 9, 1986, could be a qualified militery benefit.

gection 134 contains a second 1ipitation, which precludes
treatmant of any post-September 9, 1986, moditication or
adjustment to a military benefit as *qualified,” unless the
modiZication or adjustment is pursvant to s law which was in
effaect on September 9, 1986, and which determines the modification
or adjustment by reference to a fluctuation in cost, price,
currency, or similar index (3 134(b)(3)). Thus, increases in the
dollar amount of e military benefit will not be excluded from
income unless the increase satisfies the requirements of
§ 134(b)(3).
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H.R. 766 exenpts veterans’ benefits from § 134(b)(3) only it
it would free veterans’ benefity fram the second limitation in
§ 134, but not the first, Under this approach, modifications or
adjustments in veterans’ ‘penafits would be excluded from income as
*qualified military benafits® even though the modification or
adjustment was not deternined by reference to an index, but
veterans’ benefits which have been initially authorized since
September §, 1386, could be included in ihcone.

~ In lieu of H.R. 786, the Department of Defense supports an
slternative amendmant to § 134 in tha form suggested in Bxhibit 1.
This proposal, initially drafted by the Department of Veterans’
Affairs, would exempt veterans’ benefits from both limitations in

§ 134, and restoxe them to their status before § 134 enactment.

This anendment would not represent a radical change from
established policy and practice prior to 1986. Veterans benafits
have bsen excluded from income without restriction since at least
1918. In that year, a 1914 statute which established a *Bureau of
¥ar Risk Insurance in the Treasury Department® wWas amended to add
a provision that stated, in part, that "aliotmants and family
allowances, coxpensation, and insurance payable under axticles 1II,
113, and IV, respectively, ... shall be exampt from all
taxation..." 40 stat. 609. Section 134 never was {ntended to
change this longstanding incone exclusion for veterans’ benefits.
The drafters of § 134 apparently assumed that § 134 would have no
effoct on the taxation of veterans’ benefits.

Our propogal would result in no reduction in presant
revenues, It simply clarifies longstanding tax poliocy.

The Office of Management and Budget advises that from the
standpoint of the Administration’s program there is no objection
to the submission of this report for the considerstion of the

Congxess.
Bincerely

Enclosures:
As stated
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ANENCHENT TO § 134 OF THE INTEANAL REVENUE CODE
SECTION 1. CLARIFICATYON OF YRRATIGN? OF VETERANS® BEVEFITS
(A) IN GENERAL.-- gsection 134(b) of the internsl Revenus Code
of 1986 (rolnt}nq to qualified wilitary benefits), is amanded to
read as follows:
*(b) QUALIFIED MILITARY aENEFIT. --FOr purposes of this section--
*(1) the term "qualified military benefit means:
*(A) any allowance or benefit for veterans, their
dependents or survivors administered by the
gecretary of Veterans Affairs) and
*(B) any other allowance or in-kind benefit (other
than personal use of a vehicle) which--
*(4) is received by any member or former
menber of the uniformed sexvices of the
* united States or any dependent of such member
" by reason of such megber’'s status or service
as a member of such uniforwed services, and
*({1) was excludable from gross {ncompe on
Septanber 9, 1986, under any provision of
iaw, regulation, or sdninistrative practice
which was in effect on such date (other than

a provisjon of this title).

<
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*(2) Notwithstunding any other provision of law, 10

benefit shall be treated as & qualified military

benetit unless such banefit=~

3

»(A) 4s a benefit describe in paragraph (1), or

*(B) is excludable from gross {ncome under this

. title without regard to any provision of lew which

is not contained in this title and which is not
pmtained in a ravanue act.
Limitations on modifications.--

*(A) IN GEWERAL.--Except ac provided in
subparagraphs (B) and (C), no modification or
adjustment of any qualified military benefits
after September 9, 1966, shall be taken into
account.

v (B) EXCEPTION FOR CERTAR AINUSTNENTS TO CASM
pENRfITE . ~-~Subparagraph (A) shall not apply to any
adjustment to any qualified nilitary bonefit
payable in cash which--

*(4) is pursuant to & provision of law or

regulation (as in effect on September 9.

1986), and

*(ii) is determined by reference to any

fluctuation in cost, price, currency, ox

otiur sinilax index.
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*(C) EXCEPTION FOR VETEMAMS' BRMEIITS.-=
Subparagraph (A) shall not apply to any allowanca
or benefit for veterans, thelr dependents or
survivors, administered hy the gSecretary of
Veterans Affairs.". '
(b) EFFECTIv TATE.--The amandments made by this section shall

| apply to taxable years beginning sfuex Deacember 31, 1984.

*% TOTAL PAGE,P27 »x



g3/ 10730 dledd Wih LU/ oA

™R HLR. 786

To amend the Intamal Revenue Code of 1986 to elarify the exclusion from
gross income for veterans’ benefits.

IN THE HOUSE OF REPRESENTATIVES

FEBRUARY 3, 1998

Mr. MONTGOMERY (for himself, Mr. 8TUMP, Mr. Evans, Mr. ROWLAND, Mr.
SLATTERY, Mr. SANGMEISTER, and Mr. BISHOP) introduced the following
bill; which was referred to the Committee on Ways and Means

A BILL

To amend the Internal Revenue Code of 1986 to clarify
the exclusion from gross income for veterans' benefits.

1 Be it enacted by the Sennte and House of Representa-
2 tives of the United States of Amerioa én Congress assembled,
3 SEOTION 1. CLARIFICATION OF TREATMENT OF VETERANS'
4 BENEFITS.

5 (a) IN GENERAL.—Paragraph (1) of section 134(b)
6 of the Internal Revenup Code of 1986 (relating to quali-
7 fied military benefit) s amended by adding at the end
8 thereof the following new flugh sentence:

9 “For purposes of this paragraph and notwithstand-
10 ing paragraph (38), the term ‘qualified military bene-
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2
1 £t includes any allowance or benefit administered

2 by the Secretary of Veterans Affairs.”
3 (b) ErFECTIVE DATE.—The amendment made by
4 gubsection (a) shall apply to taxable years beginning on
5 or after January 1, 1984.

0
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6977
NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20506
September 15, 1993
ACTION
MEMORANDUM FOR WILLIAM H. ITOH
- -

THROUGH: ROBERT BELL Q{7
FROM: KEITH HAHN %&{
SUBJECT: Transportation Conference Document RE: S 1298,

National Defense Authorization Act for Fiscal Year

1994

Tab II provides the Department of Transportation’s amendments to
S 1298, the FY94 Defense Authorization Act. The changes proposed
by Transportation are meant to clarify wording in various
sections of S 1298 that delineates responsibilities and
authorities of the U.S. Coast Guard when operating under the
Department of the Navy and when operating under the Department of
Transportation. Defense has raised no objections to the proposed
amendments.

M
Concurrence by: Jeremy Ros 46?

RECOMMENDATION

That you sign the memorandum at Tab I concurring in the
Transportation conference document.

Attachments
Tab I Memorandum for Signature
Tab II Incoming Correspondence
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

MEMORANDUM FOR RONALD K. PETERSON

FROM: WILLIAM H. ITOH

SUBJECT: Transportation Conference Document RE: S 1298,
National Defense Authorization Act for Fiscal Year
1994

The National Security Council staff concurs in the Transportation
conference document.
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e, w SPECIAL

nna;snnm:vx REFERRAL: uzuonaunuu %
| | LRM /I-1287

TP: Legislative Lia#non officer - g ' ;

DEPENSE - Samuel T. Brick, Jr. - (703)697-1305 - 3;5
JUSTICE - Sheila F. Anthony - (202)814-2141 - 217 |
NSC = William H Itoh - (202)395-37 3 - 249 é

FROM: RONALD K. PETERSON (for)
As.iatant Director for Legillativo Reterenco

OMB CONTACT: MIKBE GOAD (395-7301) i |
8ccrctiry'o line (for linplo responses) i 395-6194
SUBJECT: Transpo rtation chferanco ‘Document RE: 8

1298, qational Defense. Authorization Act for
Fiscal Year 1994 :

DEADLINE: 10300 A.x., TUESDAY, soptonb-r 21, 1993

OMB requests the views of your agency on the above subject befora
advising on its relsationship to the proqran of the Preaident, in
apcordance with OMB circular A-19. | ,

Please advise us if thi- item will attoct direct apondinq or
ceipts for purpooqa of the the "Pay-As-You-Go" provisions of
ftle XIXX of the Omnibus Budget Raaonciliation Aot of 1990.

L BN S SN SN N P |

Gasganan
Schuhart
gstanners
Adkins
Palnieri
Paster
MacIntyre
Cexda
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RESPONSE TO LEGISLATIVE REPERRAL MEMORANDUX

LR #1-1287

If your response togthis request zoriviews is sinmple (e.q.,

cébncur/no comment) we prefer that you xespond by faxin

g us this

rgsponse sheat. If :the responae is sinmple and you prefer to

nalyst’s line) to 1eavo a message w;t@ a sacratary.

ne¢ subject shown bglow.

3 tEOB e SO

b1 MIKE GOAD | ]
office of Management and Budget
Fax Number: (202) 395-8691:

Branch-Wi

FROM:

SUBJECT: Tranaportition Conferenae baqunent RE: 8

Piscal Yodr 1994 g

views on the above—@aptioned-nuhjeot;

Concur

No%objection

No;oomment

1298, National Defense Authoriszation Act for

11, please call the branch-wide 1ine shown below (NOT the

bu may also respond by (1) calling the analyst/attorney’s direct
ina (you will be connected to voice mail if the analyst does not
hewer); (2) sending us a memo or letter; or (3) if you are an
\SIS user in the Executive Office of the President, sanding an
mail messagae. Please include the LRM number shown above, and

Analyst/k}torney'l Diract nuﬂher: (202) 595-7301
e Line (to reach. secratary)s (202) ?95-6194

(Date)
(Namé)
(Aqeécy)
(wo1ipnono)

The following is thé responsa of onriaéency to your request for

894 proposed edits on pages

othey:

1]

' pesponse sheet

>ma ' TAM /AN JLN 17:771 Cae/CT/AA

PA* RETURN of pages, attached to this
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soction 546 of the bill would emend Chapter 37 of title 10,

rtment of Generst Coudsel ooosmomhsn Sw.
3 washingien, D C.

i

onorable Sam Nunni

an, Armad Services Comnittee
4 States Senate | -
ington, D.C. 20510 |

Mr. Cheirman: ' -

; |
partment of Transportation requests your oconsideration of
od amendments to 8. 1298, ® pill -

To authorize appropristions for fiscal yeer 1994
for militery activities of the Department of
Defense, for military construction, &nd for defense
activities of the Department of Energy, to
prescribe personnal strengths for such fiscal year

for tha Armed Forces, and for other purposes.
o

United States Code, by adding a new section 654, codifying
executive branch poliqgy concerning homoséxusls in the military.

subsection 654(b) would suthorize the Secretary of Defense to
ulgate regulationg implementing this policy. Although the
cy epplies to members of the armed forces, including the

t Guard, there is no provision authorizing regulations to be
cribed by the Secretary of the department in which the Coast
4 is operating. To ensure that sll pembers of the armed

es are subject to:the same regulations, we recommend that

t regulations be ¢eveloped end prescribed by the Secretaries
he two Department$ involved. o *

ecommend that the following languag . be added to subsections

b), (c), end (e) after gecretary of Defense: "and the

etary of the department in which the Coast Guard is |

ating, when the Coast Guard is not operating as 8 sexvice in

Navy.” In section 546(b) of the Act, after *saecretary of

nse” add "and the: Secretary of Transportation®; after

orated from the armed forces under" add "joint"; after "shall

se" delete "Department of Defense® and substitute “"existing”;

after "end issue such new" add.;391Qt.' In paragraphs

(d)(1) eand (2) of the Act add " the Secretary of the

rtment in which the Coast Guard is aperating, when the Coast

d is not operatinp as a service in the Navy" after "Secretary
. @ s

fense.”

| ! %
tion 611 would amend section 308e(0)(2) of title 37, United
tes Code, by, smong other things, edding & new subparagraph
, authorizing monthly 1nata11nantaa£§r s bonus for entry into

crara

| g N I7a U= (N g Al CE /CT /60




e

i
i 3

rve affiliation agreements. gSuch 8 bonus is presently paid
lump sum. Regulations implementing new subparagraph (C) are
prescribed by the gecretary of Def¢nse. Because section
of title 37, United States Code, spplies only to the

tary departments, exclusive of the Coast Guard, we recommend
the term "Secretary of the military department eoncarnod' be

in the new subparagraph (C) in 1ieu of "Secretary

rtment of the Navy.

erned.” This will avoid ambiguity, since the term "Secretary
erned” as defined in section 101 of title 10, includes the
etary of Transportation, with respact to matters concerning
Coast Guard, when it is not operating as 8 service in the

fon 634 would apply Subtitle B of title XLIV of the National

nse Authorization .Act for Fiscal Yaar 1993 to members of the

+ Guard Reserve. Subsection 634(0) designetes the period of
{cability as "beginning October 1, 1993, and ending on

ember 30, 1996.® .To entitle all Coast Guasrd Reserve )
cted by the current dravwdown to the transition benafits at

members

e, the period of spplicebility should begin October 1, 1992.

efore, in subsection (a), change *October 1, 1993" ta
ober 1, 1992" and:add "except as qpepitied in subsection ()"

he end of subsaction 634(d).

rder to includa tha Coast Guard, wherever the former
ars in the new IO(B). o

efense and such personnel of the defense departments

{on 654 amends Subsection (h) of gection 1408 of title 10,
ed States Code by, among other things, adding & new g
aragraph (10)(B). The term "gSecretaxy of the military
rtment concerned” should be changed to "Secretary concﬁgned'
.prjase

ion 1051 would add & new gaction 721 to Chapter 33 of title
suthorizing the Secretary of Defense to enter into agreenents
the governments of allied and friendly foreign countries for
exchange of military and civilian personnel of the Department
.or
igtries of such foreign governments. ' The Commandant of the
st Guard hes expressed his desire to have the same esuthority

the Coast Guard, | However, the new gection 721 is limited to

Department of Defense. 7o remedy this, we recommend

bughout the new section 721 thet the language "and the
retary of the department in which the Cosst Guard is
rating, when the Coast Guard is not qperating as 8 service in

Navy" be insarted after "Secretary df Defense" wherever that

L Y A el R T e

sppears, and "and the Coast Guard” be inserted after
partment of Defenga” wherever that term sppears. rinally, in
tion 721(f), "Secretary concerned” should be ingerted
"gecretaries of the military departmdnts.”

in lieu




Ve [eppreciate your copoideratton of thege proposed amendments.,
The Office of Management and Budgat advises that, fxom the
standpoint of the Administration's program, there is no objection
%o Ithe submission to Congress of the Degartment's views on this
legislation. § 5

81nc.x§12.

Btophoﬁ H#. Kaplan
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NATIONAL SECURITY COUNCIL
WASHINGTON. D C. 20508

September 15, 1993

MEMORANDUM FOR MR. MARC GROSSMAN
Executive Secretary
Department of State

SUBJECT: NSC Staff Foreign Travel

NSC Staff Member: Anne Witkowsky

Director for Defense Policy and
Arms Control

Purpose of Travel: To represent NSC at the NATO HLTF Planning

Seminar and to consult with delegation and participate in FSC and
JCG meetings in Vienna.

Itinerary:

Date City Country Major Event/Meeting
Sept. 26-28 Vienna Austria CSCE/FSC/JCG Meetings
Sept. 28- Copenhagen Denmark NATO HLTF Planning

Oct. 2 Seminar

l1lliam H. Itoh
Executive Secretaky
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NATIONAL SECURITY COUNCIL

WASHINGTON. D.C. 20508

- September 14, 1993

ACTION

MEMORANDUM FOR NANCY SODERBERG

AN
{/ \\\
THROUGH: J. ROBERT MANZANAREST?.Q
. "_/'
FROM: ROBERT BELL (-0
SUBJECT: NSC Staff Travel - Anne Witkowsky

Request travel orders be provided for Anne Witkowsky to visit
the CSCE/JCG delegation in Vienna, Austria on September 26-27 and

attend the NATO HLTF meeting in Copenhagen, Denmark on September
28-October 1.

NSC is requested to cover the expenses of the trip. Per diem is
estimated at $149 for Vienna, Austria and $162 for Copenhagen,

Denmark. Air fare is estimated to be $1,538 round trip at coach
class.

RECOMMENDATION

That you authorize Will Itoh to sign the attached travel request
and the memorandum to the Department of State.

Approve KJ/W Disapprove

Attachments
Tab I Travel Authorization Form
Tab II Memorandum to State
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11.
12,

DATE September 14, 199.
RAVEL HORIZAT

TRAVELER’S NAME: Anne Witkowsky

PURPOSE/EVENT (Include Dates): To visit CSCE/JCG delegation

in Vienna, Austria (September 26 and 27) and to attend the

NATO HLTF meeting in Copenhagen, Denmark (September 28-
October 1.

ITINERARY (Please Attach Copy of Proposed Itinerary):
Washington, DC to Vienna, Austria to Copenhagen, Denmark
and_return,

DEPARTURE DATE Sept. 25, 1993 RETURN DATE Oct. 2, 1993
DEPARTURE TIME 6:00 PM RETURN TIME 8.00 pM

MODE OF TRANSPORTATION:

GOVT. AIR COMMERCIAL AIR X POV X RAIL
OTHER

ESTIMATED EXPENSES:

KlOVY —
TRANSPORTATION °1.538  ppr prgM$149 Vienna orger )00 —
TOTAL_#273 (o — ' $162 Copenhagen
WHO PAYS EXPENSES: NSC X OTHER

IF NOT NSC, DESCRIBE SOURCE AND ARRANGEMENTS :

WILL FAMILY MEMBER ACCOMPANY YOU: YES NO X

IF SO, WHO PAYS FOR FAMILY MEMBER (If Travel Not Paid By

Traveler, Describe Source & Arrangements) :

TRAVEL ADVANCE REQUESTED: $_yrg ﬁfooo

REMARKS (Use This Space to Indicate Any Additional Items You
Would Like to Appear on Your Travel Orders) :

TRAVELER’S SIGNATURE: A:ZL“ L 94 me) |
APPROVALS: Senior Director ﬁzoszx¥péé%(E>gl~Q

Director of Administration

Executive Secretary




