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Harold thinks Sheila Anthony 
should be nominated.
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February 7, 1996

MEMORANDUM FOR THE PRESIDENT

o>FROM:

RE: FEDERAL TRADE COMMISSION

Right now,

Nominate Sheila Anthony

Nominate Karen Shepherd

BRUCE R. LINDSEY
DEPUTY COUNSEL I

We need to make a decision one way or the other, 
everyone is unhappy with us.

Several months ago you tentatively signed off on Karen 
Shepherd for the Federal Election Commission. After your 
approval, it was decided that we should reappoint John McGarry, 
whose term has expired, to that Commission. Harold then spoke 
with Karen about the Federal Trade Commission, and she expressed 
interest. At the same time, Bob Nash had been speaking with 
Sheila Anthony about the FTC. Upon learning of Harold's 
discussions with Karen, Bob tried to steer Sheila to another 
position. He offered her the general counsel position at the 
Federal Highway Administration, which she rejected. While saying 
that she will do whatever you want her to do, Sheila continues to 
express strong interest in the FTC. In addition, Senator David 
Pryor has called both Bob and me on Sheila's behalf.

THE ^ESIOENT HAS SEEK
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January 29, 1996

MEMORANDUM TO THE P

LAURA TYSO:FROM:

FEDERAL RESERVE APPOINTMENTSRE:

PHOTOCOPY
WJC HANDWRITING

THE WHITE HOUSE

WASHINGTON

According to the Federal Reserve Act,

" In selecting the members of the Board, not more than one of whom shall be 
selected from any one Federal Reserve District, the President shall have due regard to a fair 
representation of the financial, agricultural, industrial, and commercial interests, and 
geographical divisions of the country."

This requirement has not been interpreted by the Congress as a strict residency 
requirement but as a requirement that the contacts between a nominee and a particular open 
district he is nominated to represent be substantial enough to qualify him as being from that 
district. There is no definitive bright-line test for determining whether this condition is met; 
the ultimate judgement rests with the Senate and is therefore a political decision.

Felix has spent the last forty-eight years of his life in New York, a Federal Reserve 
District that is already represented by Alan Greenspan. As the Washington Post reported in 
a story on Friday, (a story which I am afraid may have been fed by those within the 
Administration who harbor reservations about Felix’s possible appointment), there are only 
two possible open Federal Reserve Districts-Boston and Kansas City-which Felix could

During the last ten days the press has carried several reports indicating your interest 
in appointing Felix Rohatyn as the next Vice Chair of the Federal Reserve System. Once 
this information was leaked to the press, at least in part by Administration officials who 
should have honored the confidentiality of the internal selection process, I confirmed that 
Felix is indeed a serious candidate for this position. Now that his name is out there in the 
press, those who might oppose his selection can begin to run a press campaign against him, 
in much the same way that those opposed to Alicia Munnell for a seat on the Board ran a 
successful press campaign against her last spring. In Felix’s case, such a campaign could 
begin to focus on a serious technical problem with his nomination concerning the so-called 

"district representation requirement."

the president has seen
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Finally, as you know, we are also looking for someone to fill the third open seat on 
the Board. We are interviewing several candidates for this position, and our final selection 
will depend in part on your decisions about Alan and Felix. If you do decide on that 
package, we will probably recommend a macroeconomist for the third position, and we may 
be able to forward a recommendation to you by the end of this week. In that case, it would 
be possible—and if possible, desirable—to announce a three-person package sometime during 
the week of February 5.

conceivably represent. His substantial contact with the Boston district would have to be 
based on the fact that he attended Middlebury College nearly fifty years ago, while his 
substantial contact with the Kansas City district would have to be based on the fact that he 
owns a substantial amount of land in Wyoming, that he is building a home on the land and 
that he has partial interest in a functioning ranch there.

Most of the legal and political people with whom I have spoken inside the 
Administration believe that there is a more credible case to be made for the Kansas City 
District than for the Boston District, but even the former case is not a strong one and could 
easily be challenged by any member of the Senate who wants to oppose Felix’s nomination 
for political reasons.

I believe that your best hope of winning confirmation for Felix depends on two 
things: announcing your intent to nominate him as Vice Chair at the same time that you 
announce your decision to reappoint Alan Greenspan as Chair of the Federal Reserve; and 
announcing both decisions as soon as possible. During the last few weeks there have also 
been a growing number of press reports criticizing the Administration for not announcing 
its intention to reappoint Alan in an attempt to influence his behavior (attachment). If you 
in fact have decided to reappoint Alan, then announcing your decision soon after the next 
FOMC meeting on January 30-31 would seem to be a prudent move. I understand that 
you want to talk to Alan before this announcement to obtain his support for your 
nomination of Felix as the Vice Chair, so I urge you to find a time to meet with him as 
soon as possible.

There are a number of things we can do to help make a strong case that Felix 
satisfies the District representation requirement for Kansas City, including trying to win 
support for his candidacy from both of the Senators from Wyoming, and trying to mobilize 
the national business community to support Felix’s appointment through contacts with their 
Senators. Winning the support-or at the very least preventing the open opposition-of 
Senator D’Amato, who chairs the Senate Banking Committee responsible for moving 
Federal Reserve appointments within the Senate, is crucial to a successful outcome. We 
cannot begin to lay the groundwork for any of these efforts, however, until you make an 
official announcement of your intent to nominate Felix as Vice Chair. And even with our 
best efforts, his nomination will remain highly susceptible to challenge on district 
representation grounds and could be subjected to substantial delay or ultimate defeat.
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Over the next several years, the course of the macroeconomy will be largely 
determined by monetary policy as fiscal policy continues on a net contractionary path 
toward budgetary balance. Your decisions about the composition of the Federal Reserve 
Board are among the most important economic decisions you will make during your 
Presidency. Therefore, I strongly recommend that you meet with a small group of your 
economic and political advisers prior to making your final decisions about nominations to 
the Federal Reserve Board, so that we have the opportunity to provide you with all of the 
relevant information and viewpoints. Since I also believe that your decisions should be 
announced as expeditiously as possible, I believe that such a meeting should occur as soon 
as possible, so that we can begin a broadbased effort to secure confirmation of your choices 
for these important economic positions.
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Economic Viewpoint

Rudi Dornbusch is professor of 
economics and management at 
Massachusetts Institute of Technology

DON’T MAKE ALAN GREENSPAN 
A POLITICAL FOOTBALL
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ACT NOW: 
Greenspan has 
done a great 
job, but 
Clinton is 
letting him 
dangle in 
hopes of 
forcing him 
to cut rates 
further

T ft|l

A fter President Clinton took office, Fed- 
ZW eral Reserve Chairman Alan Green- 

J. M.span got a front row seat at the first 
State of the Union address, right next to the 
First Lady. That raised a few eyebrows. Cyn­
ics were fast to argue that the President was 
pampering the chairman; in an age of budget­
cutting, Greenspan’s monetary easing is the 
only path to growth. Of course, there is an­
other view: President Clinton wanted to look 
financially conservative to collect a vote of 
confidence in the markets in the form of a 
drop in long-term interest rates. What better 
way than to have the cameras zoom in on 
conservatism incarnate, Alan Greenspan, smil­
ing at the party?

Greenspan’s term as Fed chairman is up in 
March, but the White House has been slow to 
discuss reappointment or succession. Capital 
markets take reappointment to be the only 
choice and view any other move as catas­
trophic. But if that is so obvious, why is the 
White House so slow to act?

In his role as chairman of the Fed since 
1987, Greenspan has done an outstanding job 
in establishing sound money policy in the 
U.S. The Fed’s response to the 1987 stock 
market crash warded off much bigger and 
more threatening economic fallout. Its suc­
cessful slowing of the economy from 1989 
through 1991 avoided a reigniting of infla­
tion. Since then, the Fed’s fine-tuning has 
worked wonders. The economy is at full em­
ployment, inflation is negligible, and long­
term interest rates are low, almost to the 
point of straining beljef. There has definitely 
been a major turnabout: Today, the U. S. is a 
sound money country.
WAYWARD BANKERS. Of course, there are crit­
ics. Some would like to eke out an extra 1% 
in economic growth just to find out exactly 
where inflation starts. Others would like to 
lower growth even further in order to push 
for zero inflation. Greenspan has found a prag­
matic middle ground that stays away from 
inflation without sacrificing growth. He is 
short on bombastic ideology of the kind the 
hard-money crowd spouts, but he is long on 
delivering in a way the economy has not seen 
for three decades. Clearly, he deserves reap­
pointment on his record alone, if only to ex­
press a firm commitment to just this kind of 
policy and these results.

Nobody is irreplaceable. Yet failure to reap­
point would be tantamount to a wish to play 
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with the economy, experiment, and lose. A 
liberal at the helm would spell a dollar col­
lapse and a steep rise of rates. Finding the 
right conservative is hard. When bankers 
were gods, anyone might have served the 
role. In today’s hot money world, experience 
on the job accounts for more than ideology. 
Besides, in the ’90s, you can’t even trust a 
banker to be conservative. Of course, there 
are always alternative candidates, but why 
experiment with clones if you can have the 
real thing?
CLOUD OF SUSPICION. The delay in reappoint­
ing Greenspan can only mean one thing: The 
President is trying to hold the bait, pressur­
ing the chairman to eam his reappointment 
with enough interest-rate cuts to boost the 
economy and generate an economic boomlet in 
time for the 1996 Presidential election. We 
just had a 25-basis-point cut in rates in De­
cember; another might come in January or 
February. With a lag of six to twelve months, 
this would give a kick to the economy on 
election eve.

Holding out on reappointment unnecessar­
ily politicizes monetary policy, at least in ap­
pearance. The economy at this stage, with 
growth slipping all over the world, requires 
an immediate cut in rates. If good manage­
ment of monetary policy has, as a byprod­
uct, the President’s reelection, so be it. But 
until Greenspan is reappointed, any interest 
cuts create the suspicion that he is merely 
courting political favor. This is not the way to 
run policy or the economy.

The President has a responsibility to sup­
port the shift to sound money in the U.S. 
with a timely appointment of the next Fed 
chair. The appointee must obviously convey 
the image of continuity. Even though the ap­
pointment process is political, that should not 
allow it to intrude on the key consideration:' 
Low inflation and financial stability are the 
top priorities.

The President should make a commitment 
to a speedy reappointment of Greenspan. That 
will do more for his reelection than the games 
being played now. Moreover, as the Conti­
nent messes around with a form of money, the 
“Euro,” and as Japan flounders, the U. S. can 
reassert its role as the financial stronghold in 
the world. If the President wants to show 
leadership and benefit America by helping 
abolish a key source of macroeconomic in­
stability, here is a good opportunity.

i
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PRIVILEGED AND CONF TIAL

November 21, 1994

ABNER J. MIKVAFROM:

Edwin QuinonesRE:

 AGREE

PHOTOCOPY
WJC HANDWRITING

our L . .
appointees to part-time boards and commissions.

MEMORANDUM FOR THE PRESIB
THROUGH LEON PANETTA

Our office cleared this appointee in May 1994, pursuant to 
policy of requiring only a limited background check for 

 ' ’ ’ ■■ ■’ -- 2 ------. We would not
have cleared this appointee if this court finding were in effect 
at the time.

The plaintiff in the bankruptcy action was a client of 
Quinones, an attorney. Quinones owed the plaintiff approximately 
$385,000 for breach of contract, tort and collection of monies. 
The plaintiff was convicted in 1990
of a federal drug conspiracy charge and was sentenced to eleven 

years in prison. In 1990, Quinones and his wife filed for 
bankruptcy and the plaintiff challenged that filing.

The Department of Justice has informed us that the judge is 
supposed to refer possible fraudulent activities to the United 
States Attorney's Office for any investigation or action, but has 
not done so. The United States Attorney's Office will not act 
unless it receives a referral.

A federal bankruptcy judge in Puerto Rico recently issued a 
court opinion finding that Mr. Quinones, a Presidential appointee 
to the President's Commission on Educational Excellence for
Hispanic Americans, and his wife "knowingly and fraudulently made 
a false oath by filing their Statements and Schedules, signed 
under penalty of perjury, containing incomplete information and 
falsehoods regarding their financial condition."

THE PRESIDENT HAS SEEN
//• 2) °i-

DISAGREE LET'S DISCUSS

>-• 'rtATJ?? 1*^----- CATIV

RECOMMENDATION: Given the potential for embarrassment and the 
considerable publicity this matter has received in Puerto Rico, I 
strongly recommend that Quinones be asked to tender his
resignation.
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THC PRESIDENT HAS SE£lV

MEMORANDUM

TO: THE PRESIDENT

FROM: BETTY CURRIE

RE: PHONE CALLS

DATE: JUNE 13, 1994

SECRETARY RON BROWN

ID GERGEN WOULD LIKE 5 MINUTES TODAY

DICK KELLEY RETURNED YOUR CALL

STATED CALL WAS PERSONALCONG. MARCY KAPTUR

NOTHING URGENT.ID KENDALL

CAROLYN STALEY CALLED TO LET YOU KNOW PAUL CAIN IS NOW 
AT THE RESIDENCE INN (703-893-0120 - X313)

CALLED BACK. NOTHING URGENT. HE CAN BE 
REACHED AT THE RIVERFRONT HILTON HOTEL IN 
LITTLE ROCK TONIGHT. YOU CAN CALL AS LATE 
AS MIDNIGHT EST. 501-371-9000

photocopy

•w handwriting
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THE PRESIDENT HAS SEEN

MEMORANDUM

TO: PRESIDENT

FROM: BETTY CURRIE

RE; OUTSTANDING PHONE CALLS

DATE: MAY 26, 1994 THURSDAY

5-31-94 lko: RITZENTHALER (Judy 916-872-5339)

/5-25-94 STATE SEN. JAY BRADFORD 501-535-6161

5-19-94 SEN. DOMENICI (Leg Aff handling224-7090

5-18-94

\dNG.
GLICKMAN

4-16-94

5-13-94 BUDDY YOUNG PRESIDENT PLACED CALL

5-10-94

5-6-94

5-5-94 ESTELLE BLAIR IN HOSPITAL 501-321-1000

DAVID LAMBERT/MOKA LAMBERT5-3-94

5-2-94 BENIO HALL

4-30-94

4-25-94

4-14-94 ARTHUR SCHLESSINGER- POTUS PLACED CALL

PHOTOCOPY
WJC HANDWRITING

"ART GIVENS 
TONY CAMPOLO 
EflLL MOYERS

53^

E GROSSMAN 617-623-8000/964-9940 
. BILL RICHARDSON 202-225-6190

ELIZABETH BINGAMON 501-753-5144
JOAN WATKINS - 501-572-3550 (HELENA)

501-521-5675 (FAYETTEVILLE)
- POTUS DECIDE TO CALL

RUDY MOORE
JOE KEEFE

TOM KEAN - PER VERNON JORDAN 
CONG. GEORGE MILLER

JOHN Y. BROWN 606-224-4217/4222
TED TURNER/JANE FONDA



ANN & GEROME FISHER (donated $200,000 VK3-25-94

3-2-94 PER BETSEY WRIGHT

PER BETSEY WRIGHT

2-1-94 JUDGE OLAN PARKER

RAMA (FOR LARRY KING)1-24-94 818-734-3001

1993 CALLS:

HILLARY JONES
501-743-2266
MELVIN LAPIDES

KING OF MOROCCO - Per Cody Shearer
WALTER THOMPSON
PETER B. LEWIS
Thelonious Monk
Dennis Byrd
GEORGE SMITH
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MEMORANDUM

TO:
THE president HAS seen

NANCY HERNREICHFROM:
-2 H

RE: TODAY, JUNE 28, 1994

/ j X^pace Station Calls- maybe

■\ ' Lynda Dixon- did you ever call her?

BIRTHDAYS

2:30.

(b)(6)
XJ

Ret

Leon Panetta
Laura Tyson

Also there was a nice article about Ben McGee's daughter in the 
Democrat which I will have for you before the reception.

.^ The African American reception— Jimmy Wilson asked you to 
look into a federal court case and Willis said he sent it to 
Hubbell when he was at Justice if Wilson asks you about it. 
carol told me he would find out more about it.

photocopy
WJC HANDWRIT5NG

Visitors

VMike and Kay Gaines and Peggy Tucker are coming by today at 
If you have time, will you have your photo made with them?

CAJJiS

§ob Graham

Crime Bill Calls- Lynn Woolsley, Mike Castle, Butler Derrick

.SCHEDULE ADDITIONS
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the president has seen
MEMORANDUM

TO: THE PRESIDENT

FROM: BETTY CURRIE

RE; OUTSTANDING PHONE CALLS

DATE: JUNE 28, 1994 TUESDAY

HAITI6-28-94

MFUME - CRIME (hold )CONG.

•NY CAMPOLO6-25-94

6-23-94

6-22-94

6-15-94

6-14-94

SIGN LETTERS OR CALL6-13-94

6-27-94
%

LYNDA DIXON 
\JiAHLON MARTIN

SPACE STATION
SPACE STATION

SPACE STATION

PHOTOQOFr
WJC HANDWRITING

MAYOR JERRY ABRAMSON (Louisville)
(502-574-3065)(FEEL GOOD CALL) 

FRANK GREER

DEREK SHEARER - 310-399-5924
BISHOP WILLIAM GRAVES

901-527-7300
901-332-5968
901-345-0580

MARSHA SCOTT

'AT PARISI - 201-445-9225 
(SON DIED)

HOWIE FRANKLIN (Chief Steward on AF-1) 
PETE GLASGOW (FATHER OF DENNIS GLASGOW)

313-382-021

CHRISTINE DOLAN - 202-337-2692
CARL KIRKLAND - 501-224-6288 
'STANLEY SHUMAN 212-832-8000

SEN. BOB GRAHAM
(WILL BE AT FUNDRAISER TONIGHT)

GOV. LEAVITT (R-UT)
CONG.

POLITICAL CALLS - 
(LIST ATTACHED)

WOOLSEY
CASTLE
DERRICK

CONG.
CONG.



501-535-61615-25-94

POTUS DECIDE TO CALLCONG. GLICKMAN5-18-94

STEVE GROSSMAN 617-623-8000/964-99404-16-94

BUDDY YOUNG - PRESIDENT PLACED CALL5-13-94

606-224-4217/42225-10-94

5-6-94

IN HOSPITAL 501-321-1000ESTELLE BLAIR5-5-94

DAVID LAMBERT/MOKA LAMBERT5-3-94

4-30-94

CONG. GEORGE MILLER4-25-94

ARTHUR SCHLESSINGER- POTUS PLACED CALL4-14-94

ANN & GEROME FISHER (donated $200,000 VK3-25-94

PER BETSEY WRIGHTHILLARY JONES3-2-94

JUDGE OLAN PARKER2-1-94

RAMA (FOR LARRY KING) 818-734-30011-24-94

1993 CALLS:

JOHN Y. BROWN
TED TURNER/JANE FONDA

PHOTOCOPY
WJC HANDWRITING

501-743-2266
MELVIN LAPIDES - PER BETSEY WRIGHT

RUDY MOORE
JOE KEEFE

STATE SEN. JAY BRADFORD 
(Potus called on 6/1)

ART GIVENS
BILL MOYERS

KING OF MOROCCO - Per Cody Shearer
WALTER THOMPSON
PETER B. LEWIS
Thelonious Monk
Dennis Byrd
GEORGE SMITH
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Overseas, we are tackling

, Haiti and— ~PVfiTT ■WA-

former Soviet Uiil<->n,fca groatB-r"seeT

'01 urn. cconomi-e"tieg-J,n!•

democracy, human rightsAsfa—arrtnjatin America,

Beloit! tile rendgch^ae Africaift *

as wisely as possible.

Today I would like to announce some changes in personnel 

that will bring added strength and vitality to the

PHOTOCOPY
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challenges that are critical to the country.

seeking to pass the first major overhaul of health care in our 

history, a sweeping crime bill, a significant trade bill,

lobbying and campaign finance reform, a re-employment act^-

c u ii L iTFauef 

fol^ a'‘dt-etmaClu

■we want to move -forward with ow

create nearly 7,000 jobs a week.
CixJLA VyjucusvA. 

serious issues In liTi.ihTili

apH economic 1

 of_the-yegr, 1 'will tye-engaged in face-to-face summit talks^with
 

rs—J^TMnnrl TTnrjji .

we have embraced an agenda that is not only

daunting but very important to the lives of American citizens.

 ■t here at the WhiteTo meet those challenges, yt

House we^doplo> our Jai.

a-hoct af othar la

In coming months, this White House faces a series of major

In Congress, we are

with ou? iTSrigot

■^measures so that our economy can continue to

TrTrrTTuKQpe^K _a ~ s

■p-lan and other

Gimulta-neously,



better-initiated discussions

aiong. with otfre-rsr -have sinec-uuiihtMl niteh these recommendations

President.

This newid

of staff during the past

reluctant to be chief of staff, but hegrateful to him. He was

told him I needed him in Washington.selflessly agreed when I

r-I
■i Some of tfw ciiT

is^\i4i at leaWhite Hou.
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rreapbp au I uuiil uul Jiiu.fc^8eWBluiiJ in m-y pro-

role will also permit him to spend much grcaiier time as my

personal representative to people I believe important to this

matching responsibilities to talents.

More than a month ago, my chief of staff Mack McLarty

and I am pleased to announce my decisions here.

Today I am naming Mack McLarty as Counselor to the

Mack has been and will continue to be my closest.

say look at the record — the most productive first year of any 

st three decades, the sparking of an

-&up^ertei*s who helped to bring me to the White House. In 

addition, I am asking Mack to assume greater responsibility in 

shepherding our legislative program through Congress — including

GATT, health care and welfare reform — and to help lay the

groundwork for summits this fall with Latin and Asian leaders.

Mack McLarty has served this country ably and well as chief

18 months, and I shall always be

rrtost trusted personal adviser here in the White House;

4iy ill next Juul Lo the "Oval OTfice. ——mi”".

office — Democrats and Republicans in Congress,^

lahrBBji"..ro^nsumorproducern.—a^—well as'-many frieuTis-and

initiated discussions with me on ideas that he had .for a bette 

deployment of our people**. He and I a^d-^yice President Gore,
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Over the past

le prac

yAjfr^A VjS
tiatives; he has work*

at both ends.
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economic revivalA Hre
■ ijkfcjMxr . . . 4. ■ ,

Jul u "HW world, progress in pushing along historic plans for

reform, and on and on. He has also run an open White House,

treating others and their ideas with unfailing courtesy. Mack

McLarty has delivered, -dMil hgdwiu nJWR. no with a decency,

integrity and good will that has endeared him to many, many good

people here and around the nation. Mack, thank you.

I am delighted to announce today that Leon Panetta will

become the new chief of staff at the White House.

year and a half, Leon has been a pillar of strength for this

administration. In the early days, he was a prime architect of 

our economic strategy — an integrated plan that has laid the

foundations for a sustained period of growth. Then he.took the

lead in formulating and gaining passage of the biggestVeduction '

in history in the federal budget. He will go down in history as

the budget director who started to slay thefdragon.

In an era of tightening budgets, Leon Pane.tta has also found
TbJt ywA --5

ways to fund many of my new initiatives; he has worked closely

with the Vice President in reinventing the management practices

of the federal government; he has been an innovative adviser in 

drawing up a host of domestic policies. In his skillful handling 

of the 500 people who work at 0MB, he has demonstrated his

prowess as a manager. And as the good citizens of Rome have

learned, he - Lu* i jm 11 F Italian. No one

in Washington better understands the two ends of Pennsylvania

Avenue than Leon Panetta, and no one has earned greater respect



Incidentally, I am expecting Panetta and McLarty to be a

Back in Little Rock, Leon was Mack's recommendationgreat team.

Leon was Mack's recommendation to-be

fssume

tros^Tamous running backs at Army ury ago. Doc

In Panetta and Mi ty, we nowlanchard and Glen: ,ve

Inside" and "Mr. Outside" at the White H-n "Mr. e.

I am also announcing today that I will nominate Alice Rivlin

to be the next director of the Office of Management and Budget.

BUT
tfro-vl , in

field.

of the American Economic Association.

continue in very good hands.

moderation and for an effective presidency.

understood that he anticipates returning to the private sector in

I have asked David to stay on for thethe next few months.

I
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Congressional Budget Office, serving there for more than eight 

years, and she has also written pathbreaking studies of fiscal 

policies while at the Brookings Institutfet^J, Economists have also 

recognized her brilliance, electing her in the past as president

In short, OMB will 

Finally today, I want to announce a shorter-term assignment. 

For the past year, I have drawn heavily upon the counsel of David 

Gergen; he has been a wise, steady voice for bipartisanship, for

It has been widely

4^. for the past 18 
Bur 

months, playing a major role in helping to run thia dapttih■Qit, in 

developing and gaining Congressional approval of our budgets, and 

in chairing the\management council. She also brought with her to 

this administration a long and distinguished record in this

She was, of course, the founding director of the

She has been a superb deputy of LliuL UspreBmi

tHeir new posts, I am r

to be OMB director; here, 

chief of staff.x/VAs "tliSy^



remainder of this year, concentrating his full energies in the

On several occasions in the past, I have

in this field.

enthusiasm, and David has graciously agreed to serve as Special

Adviser to the President and the Secretary of State.

■my—return from Europe—1*1

you.

PHOTGoOnr
wjc handwriting

him to play a larger role, joining my team of principal advisers

Other members of the team have expressed their

foreign policy arena.

found him helpful in the formulation, conceptualization as well

as the communication of national security policies. I now want

changed—wi-11—tak-e effeet upon

-tS—days. Taken together, I believe these appointments will 

produce a strong, energetic and unified team for the

administration — one well suited to the challenges ahead. Thank
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Dear George,

I have never leaked a story to anyone since arriving in Washington and this is the last

Sincerely,

Roger C. Altman

cc:
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I deeply regret the recent press controversy involving you. It is fundamentally unfair.

But you handled it well and it seems to be fading already. You have a deep and 
’ J __ .... < ■ « • ___ :_ ______U Him

one I’d have contributed to. After all, it would have been better for me had this 

surfaced a lot earlier. I hope you understand.

deserved reservoir of Washington goodwill, which is showing through. This will turn 

out to be much ado about nothing.

Mr. George Stephanopoulos 
Senior Advisor to the President 
The White House
Washington DC 20500

Secretary Bentsen
Mr. M'Larty

X. \J L.

THE DEPUTY SECRETARY OF THE TREASURY 
WASHINGTON

I want you to know, in the most heartfelt way, that neither I nor my advisors were 
the source of any of those accounts. I did not speak, for example, to anyone at 77ze 
Washineton Post or Time Magazine over the past week. Specific questions were 
referred to Treasury Public Affairs and others, and I have confirmed that they were 

discreet.
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drtis H. Barnette
Chairman 

and
Chief Executive Officer

BEtHKHtM 
srtEi

BETHLEHEM STEEL CORPORATION 
1170 Eighth Avenue
Bethlehem, Pennsylvania 18016-7699

Telephone: (610) 694-6137 
Telefax: (610) 694-3686
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determined to be an administrative

24 May 1995 marking INITIALS:

FROM:

SUBJECT:
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THE WHITE HOUSE

WASHINGTON

Harold Ickes

Lane Kirkland

MEMORANDUM TO THE PRESIDENT
LEON PANETTA
ERSKINE BOWLES
BOB NASH

THE PRESIDENT HAS SEEN

This request was based on the assumption that, at least at 
present, he does not have enough votes to be re-elected at the 
October AFL-CIO convention, and that a graceful alternative to a 
possibly bitter fight would be not only helpful but very welcome.

It has been strongly suggested to me by one of the leading 
opponents to Mr. Kirkland's re-election this October that the 
Administration should try to find an appropriate "foreign 
affairs" position for him such as an Ambassadorial position or 
something dealing with international labor, etc., in which 
Mr. Kirkland has had a long abiding interest.

Confidential
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May 18, 1995

\
I THE IIDENTMEMORANDUM FOR THE

LEON PANETTACC:

6^Harold IckesFROM:

SUBJECT:

t:: ca
photocopy

WJC HANDWRITING

Attorney General’s application to appoint an independent counsel to investigate 
allegations about Secretary Ron Brown

THE WHITE HOUSE

WASHINGTON

As you requested, attached is a copy of the Attorney General’s application, dated 16 May 
1995, requesting the 3 judge court to appoint an independent counsel to investigate 
allegations about Secretary Ron Brown.

the presioent has SEEN

• • • • i
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UNITED STATES COURT OF APPEALS 
FOR TUE O!STRICT or COLUMBIA CIRCUIT 

INDEPENDENT COUNSEL DIVISION 

In re Ronald H. Brown No. PN 95-1 

�UL ➔�o Ofvf•� - l� 

� 00:?

United States Csurt of A�pula 
for the District ot Cclunibia Clrwlt 

RI.EU MAY ' 6 1995

CLEU. 

APPI,:ICA'rION TO TX! COORT PURSOANT '?O 28 o.s.c. § StZ(e),(1) 
198 THE APPQIN:J'MENT OF AN lNQIPENPENT COp:NSEL

In accordance with the Independent Counsel Reauthori�ation 

Act of 1994 (th• kt), I hereby apply tor the appointme.nt of an 

Ind�pendent counsel to investigAte whether Ronald H. Brown, the 

Secrat�:ry o� the Dapartfflent of Commerce, committed any violations 

of federal criminal law: (i) in connection with his acceptance 

or things of value fro� Nolanda Rill And/or First International, 

lne. (First International); (11) in connection with the financial 

disclosure reports he !iled; or (iii) in connection wi� his 

applic�tion for a mortgage to finance the purchase ot a_ townhouse

--�---�31nuary 1993. The Indep�ndent Counsel should determine

whether prosecution of Secretary Brown on any or all of thesa 

natters i$ warran�ed. 

INFORMATION RECEIVED 

On .:January 17_, 1995, the Oepartlllent of .Justice recaived 

media reports that Secretary Brown may have failed to disclose 

req�ired information abou� First International, a company �hat he 

had owned with Hill, on his annual Financial Disclosure Reper� 

ror 1993, filed MQy is, 199, (the Annual Report). Following an 

initial inquiry into these allegations, I de��rmined that there 

was specl!ic information from a credible source that SecrQtary 

Srown had failad to disclose on his Annual Report both that he 
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had received income from 1irst International durinc; 1993, and 

that ha had an account rece1va.b1e from the co=pany at the end of 

1993. 28 u.s.c. I 59l(d) (-1). Those allegations raieed qaestions 

undar the statute prohititin� � talse statement to the 

government, 18 U.s.c. § 1001. Aceordingly, on February 15, i995, 

I notified the Court that we had commenced a preliminary 

investigation. 38 u.s.c. § 592(a). 

Du.ring the initial inquiry and preliminary investigation, we 

received information about other alleged inaecuraci•s in both the 

Annual Report and a fin�ncial disclosure raper� that Secretary 

Brown aubmittad 1n January of 1993, before he anterad office (th• 

En�ry Report). We also received information that c�used uo to 

investigate the payments Secretary Brovn received from selling 

his interest in First Internation�l during December o� 1993. 

Thiliil allegation raquired us to inquire in�o the operations of 

-first niternationa1 and other companies controlled or ope.rated by

Hill. Additionally, in tha course ot our investigation, wa

devalcpad information that Secret�ry Brown's application tor a

mortgage to !inanca the purchase o! a townhouse may have been

inaccurate.

DU.ring the 90-day tu� period allotted by the Act, we 

conducted as complete an investigation as possible of all o� 

the&a allegations. In light of the $trictures and procedures 

im.poaed on a preliminary investigation by the Act, however, I 

conclude that there are rea5onable grounds to believe that 

turther investigation into each of these macters 15 warrant�d, in 
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order t0 determine if Secretary Brown may have violated a federal 

criminal lav other than a Class B or c misdemeanor or an 

infraction. 28 u.s.c. I S9�{c) (1) (A). I therefore apply to this 

court tor the appointm11U1,o ,;,fan lndepcndca.nt co1,2nsel to conduct 

that invastiga�ion. 

UStJLTS OF TD PllLI.MINAR.Y DlVES�ZGATION 

A. Allegations Conearni.ng the
firsk International Transaction

our investigation established �hat secretary Brown received 

thinga or value to�al�ing almost $500,000 from First 

International wh.1.le he wa9 Secretary o! ColtllD.erce. Secretary 

Brown, who cooperated with our preliminary investigation by 

providing docwnents &nd submitting to an inte�iew, has explained 

that he and Hill termed Firs� International in 1990 as a 

"merchant bank," with the object of matching potential investors 

,_vith prcnuising projeo�s around tbe world. secretary Brown and 

Hill each ovned so percent of the stock. secretary Brown 

invested no money 1n First International. 

In Cecambar of 1993 1 Secretary BrctJn sold his interest in 

First I.nternational back �o the company. He rec•ived a payment 

package composed of three parts: (1) $135,000, which already had

been provided t:o him in three $-45,000 payment� during is93; 

(2) forgiveness of a $72,000 debt he owed to a company owned by

Hill; and (3) an agreement by Firs� lntQrnational to pay o!f 

approxaataly $300,000 of his pers�nal debts, which aubsequently 

were paid oft in 1994. 
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During our preliminary investigation, we received 

�ormation cballenging �e =i�lion-dollar valuation of First 

�n�ernational. We also received info:z:ination that the money used 

to pay Secretary Brown had �een taken f� other corporations 

owned or controlled by Hill. Finally, we received allegations 

that there may have bean some linkag• between the pay11tents to 

secretary Brown and his official position. 

Onder the Act, we have li.lllited powers with which to conduct 

our preliminary investigation.. In particular, we ilre not able to 

use a grand jury, or otherwise compel the attandanc:a or testimony 

of witnesses. In thia case, a number ot witnesses h��Q declined 

to coop•r&te tully and, without these mechanisms, we are unable 

to �omp•l them to do so. Given the state ot the evidence, in an 

investigation not involving an ott1cial covered by the Act, we 

would ordinarily investigate the tran5action turther, iflc1uding 

·--·employing the grand jury process, to determine whether the money

was given tor or because of an oftioial ace, o�herwi•e than as 

provided by law, in violation of the federal gratuity statute. 

18 U.S.C. § 20l{c) • . Because ct the limits on our investigative 

.. powers, we are unable to re�olve the issues raiaed by the tacts 

known to U5 at this point without the appointment of an 

Independent counsel. 

B. Rationale !or lncludi.ng Hlll and her Companies
In the Indepewtent Coun&al's Jurisdiction

When an Independent Co\.ll\sel is appointed to inves�igate a 

particular subj�ct natter involving a person covered by the Act, 

th� .�et direct$ that the lndapandent counsel's jurisdiction 



SE\T BY: 
5-17-35

ft202 833 5.331 -· �/17/SIS 12:13 
PUBL1C AFFAIRS 

----·· ·- ·-

- 5 -

inclu�t1 •al.l ma.t�•�s rolated to the subject natter," 28 u.s.c. 

i 593(b) (3), and that 1:he Depa�tment o! Justice suspend all 

inveatiqatione and proc:eedtngs regarding matters 1n the 

prosecutorial jurisdiceiou o� t!:.e r�depandent counsel. 28 u.s.c. 

§ 597(a).

In ehis case, our preliminary investiga�ion of sacretary 

Brown 1
G financial transaction involving First International 

expanded, by necessity, into a relatad but broader inquiry into 

the rinanoial affairs ot Hill .and the C0Illpanies she owned, 

controlled, and managed. Because the issues surrounding 

Secretary Brown's receipt of things of value from First 

International are inextric:a.bly intertwined with questions about 

more �an ona 0f the entities that Hill forme<!., owned or l!lanagAd, 

I recommend that the Independent Counsel's jurisdiction include 

t'.ha investigation 0t possible violations or federal criminal law

--by._Hill or her oonapanies. Such an investigation could not 

separately be undertaken by the Departmen� ot Justice without the 

substantial risk of interfering with the Independent Counsel's 

mission. 

C. Allegations or False statements
on the Financial pu.closure Reports

1. Disolosures regarding First International

Secretary Brown disclosed on his Annual Report that he had 

sold his interest in First Internat3onal, and reported that the 

eransaction had a value of batween S250,ooo a.nd ssoo,ooo. 

However, on o�her sections of the form, Secretary Brown did not 

record either that he had received the $l35,000 from First 
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International in 1993 or that, pursuant to his divestiture, at 

the end of 1993 !'irat International had an 0ut5.tand.ing obligation 

to pay appro�illlately $30o,Ooo ot ·his personal debts. With 

exo•ptions not relava.nt here, a�c� �isclosures are raq\lired by 

the form, which ea.lls for the disclosure ot the source and amount 

ot income received by the filer, and of asset� held by tha tiler 

at the clo&e of the reporting period. 

A deliberate omission ot material information required by a 

!inancial disclosure !om may-violate l8 u.s.c. § 1001. Under

the Act, l cannot decline to seek the appointment of an 

Independent Couna•l based on s subject's lack of criminal intent 

unless 1·have clear and convincing evidence that he or she lacked 

the state of mind required by th• statute. 28 u.s.c.

! 592(a) (2) (B). Altbouqh there is evidence tendin9 to auggese

that Sec:sretary Brown la.eked criminal intent in his failure �o 

cilsclose this infonnation, I am unable to conclude at this 

junotura that such avidenca is clear and convincing. For this 

reason, and because, as I have concluded above, turther 

investigation ct th� First International transaction iu;el� is 

warranted, I recommend that the Independent counsel's 

jurisdiction include possible false statements or omissions 

concerning First International on secretary Brown's disclosure 

reporta. 

Other pisglosur�s 

During our preliminary investigation, w� exalllined other 

allegations or inaecuraci�s in Sec�etary Brown's financial 

'lJ 007
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disclo•ure reports. our investigation revealed that, �lthcush 

moat of the information on Secretary Bro�n's reports appears to 

be accurate, there are sev-ercl errors on the torms. For example, 

his Entry R•port �ailed to disclose that_�� held hia interest in 

the Bo■ton Bank of Commerce through a partnership, and he 

misidenCified th• location of prop�rty held by the Potomac 

HOU$ing Pund Li.mited, a real estate partnership in "1hich hi! vaa a 

limited partner, on both his Ent� Report and his Annu.al Report. 

Although the evidence trom our inve6t1gation suggaa�s that 

�asa inaccuracies may not have been deliberate, r am unable to 

conclude at this juncture tha� the evidence of lack of intent 19 

clear an<! ccmvineing, a& the Aot requires. Additionally, aince I

have concluded that the In�ependent Counsel's jurisdiction should 

include possible false state.?11ents regarding First Internationsl, 

the Independent Counsel should not be res�ricted from fully 

--·investigating secretary Srown's disclosure reports and evaluating 

whether there were any material, willful mis11tatements. 

Accordingly, these matters should �e included in the IndQpendent 

Counsel's jurisdiction. 

D. AllQgation ot False state�ents
on the Toynhou�a Mortgage Application

In the eours� ot our preliminary investiga�ion, we received 

evidence suggasting that Secretary Brown may have signed an 

inaccurate application tor a �ortgag& far a townhouse in 1993. 

on the applica�icn form, Secretary Brown fniled to reveal all of 

his debts, and misstated the source of the downpayment on the 

tovnhouse. �lthough payments on the loan are current, there is 

Ill oos 
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evidence that this information could have been a factor in the 

lending institution's daeision.c0ncerning the term of uie 

mortgage, and therotore could have been material vithin the 

mean�ng �z �� U.8oe� I 1014, the statuta prohibiting false 

statements to financial 1ng�1tutions. For these reasons, ana 

because I am unable to conclude at ebis juncture that there is 

clear and convincing evidence of a luck of the reguisite criminal 

intent, the issue of possible false sta�ements in connection vith 

the application tor the mortgage loan warrants further 

investigation. 

E. No 1urther mvestigation of
other lllegat�ons warranted

In a letter dated February z,, 1�95, William F. Clinger, 

Jr., ChAirman ot the House CoIDl!littee on Govenunent Reform and 

Oversight, outlined a series of allegations against Secretary 

Brown and requested that a.n Independent Counsal �e appointed to 

inVe5tigate these matters. During our preliminary investigation, 

we reviewed documents and in�Qrviewed witnesses rela�ing to each 

o� the matters raised in Congressman Clinger's letter. Except as

they may be included vithin the is�ues set forth in the preceding 

sections of this Application, I conclude that the allegations in 

congressman Clinger's letter do not W"arrant turther 

investigation. 1 

1 Congressman Clinger's allegations that secretary Brown made 
talse s�a�ementa to congra$s in describing First International and 
his relationship to that company and associated corporatio"s would 
be re:lated matters within the appropriate jurisdiction of the 
Indepandept Counsel. 28 u.s.c. § 59J(b) (3). 
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Spacifically, I find no reasonable ground■ to eonclUdQ that 

fUrther in�eatigation is warr�ted of allegations th�t Se0retary 

Brown may have violated the conflicts ot interest statute, 
. 

. 

1s �.s.�. � 20a. �ongre&sman Clinger alleges that secretary 

Brown may have violated the contlicts ot intere�t laws in Ulra� 

respects: (1) by invicing the Chief Executive Officer ot Digital 

Equipment corporlltion (Digital) on a trade mission to Latin 

America: (2) by assisting AT&T in obtaining a contrace to �pgrade 

the telephone system in Saudi Arabia; and (3) by arranging for 

Hill to attend luncheon$ a.t the White House during l.993. Our 

investigation has revealed that there is no tactual basis to 

support ,ny ot these allegations, and theretore there are nc 

r&asanal:Jl• grounds to investigate further. 

1. Alleqed conflict or interest regarding the
UQatgn Bank of cgmme�ce and Digital

Congress.man Clinger alleges that sao:atary Brown, although 

recused froN matters affecting Digital becauae of his partnership 

interest 1n tha Bcseon Bank of commerc:e, nevertheless violated 

the conflicts of interest statute by inviting tha Chairman and 

Ch.ief Executive Officer or Digital on a trade mission to Latin 

America in April 1994. We tound no support for this allegation 

in our preliminary investigation. 

our inve9tigat1on revealed that Sec=et�ry Brown held his 

intarast in the Boston Bank ot Commerce "Chro��h n partnership. 

Under t'.he contl1c� of interest laws, an official ia barred trom 

participating personally and substantially in matters affecting 

the tinancia.l interests of his partners. Because Secretary Brown 
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was aware that one of hi; part?\ers had an interest in Digital, 

the secretary had an interQst +n Digital attributed to him tor 

conflicts purposes. The Secr�tary promptly recused himself from 
. . 

particip��in9 personally and aubstantially in matters havinq a 

specialized ar�ect on Digital, &nd ultimately di����e� hll!leelf of 

his interes1: in t:be Boston Bank of C0m11terce partnership. 

In early 1994, the Department of Col'Qtlleree organi�ed a trade

mission to Latin America, and a number ot executives from 

COllIJ;)Uter companies were in¥1ted, including Digital. our 

investigation revealed that S•cretary Brown was not personally or 

substantialiy involved in selactinq the invitaes for the trip. 

kcordingly, there is no evidanoe of any personal or substantial. 

action on the Secretary's part that would implicate the conflicts 

0� interest laws, and no further i�vastigation is warranted. 

2. Alleged contlict ot interes� regarding
AT&T and Kelle� communications, Ine.

Ccnqressman Clinser also alleges that Secretary Brown 

violated the eonflicts o! interest law• when ha took official 

actions that banefitted AT&T, while knowing that a joint venture 

with AT'T was the primary source of income for Xellee 

ComlD.unica�ions, Inc. (Kellee), � company in which �he Secretary 

had an interest. We round no support �or this allegation in our 

prelilD.inary investigation. 
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The allegation that the Secretary viola�ed the criminal 

lawal by assisting AT&T with its bid to acquire a contract in 

Saudi Arabia would require a lin� between the secretary's 

o.f�i-1�1 actions on AT&T's �eha.lf and the expansion ct �he joint 

venture �ree.numt betw•en AT&T and Kellts•. cur lnve:stigation 

revealed no direct or indirect conn�ction between Kellee's 

enhanced business and the Seoretary's e�!ort& on AT&T's be.halt. 

For this reason, the allegation that the Secretary's a�ions on 

AT&T's cehalf violated feder�l criminal law doe� not warrant 

further investigation. 

J. Alleged conflict of interest reqarding
Hhi�a Hguu luncheon invitations to Hill

congr�ssman Cling�r algo alleges that Secretary nrown may 

have violated federal criminal law by arranging for Rill,· bis 

business partner in Pirat Internation�l, to aetend two luncheons 

at the White House. 3 OUr investigation revealed that Hill was 

invited eo attend two White House luncheons for executives of 

American companies during the SUWfter ot 1993. Secretary Brown 

had no involvem.nt in or influe-nce over the deci�ion to extend 

z Al though it is undisputed· that Secrata.ry Brovn hilld no 
direct tinancial interest in AT&T, we oonsidered Congres:.man
Clinger's All.egation that the Secretary violated 18 U.S. C. § 208 by 
his actions on AT&T' s l:>ehal.t·. We also considered the provisions of 
the criminal code regarding brices and gratuities, 18 o.s.c. ; 201, 
which might bavQ �een implicated if AT&T had agreed to expand 1ts 
buainees venture with Kellee as an induoe1Den.t or re.ward to the 
Secretary tor his official actions on AT&T's behalf. 

3 congrassmo.n Clinger's a.lleqation concerninq the Whiba House
lunches invokes Che conflic�s of interest statute, 18 u.s.c. § 208, 
but we also considered the allegation as a hypothetical gratuity, 
18 u.s.c. S 201(0). 
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ait:her invitation to Hill. 'F'or this reas.on, tnere are no grounds 

ta invcatiga�e further the allega�ion that 't..�e secretary violated 

federal criminal lav in conne;tion viui Hill's invitation tc 

�cordingly, I coneluda tha� ths !ndepende�� cauneel 1
Q 

juri�dicticn 9hould no� include alla;ations tna� Secre�ry Brcvn 

violatad 1a U.s.c. � 208. 

�ased 0n the results ct·�ne ,bove•d•�cr�ed ?raliminary 

inva!!tigation. � hereby :totify �e Court t:h.at ther·e are 

rQ:s_ona.ble ground& -:o beli"v� ':..�at fnrt?la!." investiga1:ion is 

warrant�d., a:s :S8t out ar)ove., and eha:-afore I saex tna appointman1: 

ot � IndependQnt Counsel. I have append�d a recoltl.ltl.en�ed 

s��tamant or the scope oft�• �rosecutori�l juri:diction !or t.nQ 

_____ ;ndep@!!nd.en� Counsel. 

rney ceneral o! the Un1taQ sta�aa 
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UNITED STATES COURT OF APPEALS 
FOR THE DISTRICT OF COLW.i..BIA CIRCUIT 

INDEPENDENT COUNSEL DIVISION 

In re Ronald R. Brown No. PN 95-1 

United States Csurt of Appea\1 
1or the District ot Cclu111bi1 Clroult

fll.EO MAY , 6 \995

cuu 

APPLICATION TO TU COORT PO.RSOAN't' 'l'O 28 O,s.c. § StZ(c),(1)

191 THE APPOIN:J'MENT OF AN INDllPE:NDENT COtTNS!L

In accordanee wi�h the Independent Counsel Reauthorization 

Act of 1994 (the >..c:tJ, I her8by apply tor the appointment of an 

Ind�pendent Counsel to investig�te whether Ronald H. Brown, the 

Secretary or the Oapart�ent of Commerce, committed any violations 

of federal crittinal law: (i) in connection with his acceptance 

or thing_s of value from Nolanda Rill lJ.nd/or First Interna.tion.al,

lnc. (First International); (ii) !n connection with the financial 

disclosure reports he riled; or (iii) in �onnection with his 

application for a �ortgage to finance the purchase ot a_ townhouse 

__ _!�--�anuary 1993. The Independent Counsel should determine 

whether prosecution of Secretary Brown on any or all of thesa 

natters 1:. warn1.nced.

INFORMATION RECEIVED 

On January l 7_, 1995, the Oep�rtment of .Justice received 

media reports that Secretary Brown may have·tailed to disclose 

req�ired information abou� First International, a company that he 

had owned wit.h Hill, on his annual Financial Oisclos\lre Rapor't. 

ror 1993, filed MQy 15, 1994 (the Annual Report). Following an 

initial inquiry into these allegations, I deeermined that there 

was specl!ic inform�tion fro� a credible source that Secretary 

Brown had failad to disclose on hi� Annual Report both that he 
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had received ineome from 1irst International during 1993, and 

that he had an account receivable from the co�pany at the end 0£ 

1993. 28 u.s.c. I 591(d)(l). Those allegations rai�ed questions 

undar the statute prohibiting a false statement to tho 

government, 18 U.S.C. § 1001. Accordingly, on February 15, 1995, 

I notified the Court that we had commenced a preliminary 

investigation. 28 u.s.c. § 592(a). 

Ou.ring the initial inquiry and prelil!\inary investigation, we 

received information about other alleged inaccuracias in both the 

Annual Report and a financial disclosure repor� that Secreta?:")' 

Brown aubmittad in January o! 1993, before he enterad office (the 

Entry Report). We also received information that caused u� to 

investigate the payment� secretary Bro�n received from selling 

his interest in First International during December of 1993. 

Thi� a1legation required us t0 inquire in�o the operations of 

-First �nternational and otb�r companies controlled or operated by

Hill. Additionally, in the course ot our inves�igation, wa

developed information that Secretary Brown's application �or a

mortgage to !inance the purchase o! a townhouse may have been

inaccurate.

ouring the 90-day ti.:D� period allotted by tha Act, we

conducted as eo�plete an investigation as possible of all of 

the$e allegations. In light of the strictures and procedures 

impoaed on a preliminary investigation by the Act, however, I 

conclude that there are rea5onable grounds to believe that 

�urthcr investigation into each of these rn�cters is �arrant�d, jn 

PHOTOCOPY 

WJC HANDWRITING 
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order t0 determ.ine if secretary Brown may have violated a federal 

criminal law other than a Class B or c mi9demeanor or an 

infraction. 28 u.s.c. I S92{c)(l)(A). I therefore apply to this 

Court tor the appointmen� of an lndepend�nt counsel to conduct 

that investigation. 

RESULTS OF TBB PllLD!INAllY XNV!!&�IGATIOH 

A. Allegations Concerning the
first Internation,1 Transaction

our invastigation estA.blished �hat secretary Brown received 

things or �alue to�al�ing almost $500,000 from First 

International wh�le he was Secretary ot Commerce. Secretary 

Brown, who cooperated with our preliminary investigation by 

providing d·ocu.:ments and submitting t0 an inter., iew, has explained 

that he and Hill fonned First International in 1990 as a 

"merchant bank," with the object of matching potential investors 

._vith promising projeo�s around the world. secr•tary Brown and 

Hill each oYned so percent of the stock. secratary Brown 

invested no money 1n First International. 

In Oecaml::>er of 1993, Secretary Brcwn sold his interest 1n 

First �nternational back. to the company. He reeaived a payment 

pack.age composed of three parts: (1) $135,000, �hich already had 

been provided �o him in three $45,000 payment� during 1993; 

(2) forgiveness of a $72,000 debt he owed to a co�pany owned by

Hill; and (3) an agreQment Dy Firs't. International to pay o!f 

approxi.Jlataly $300,000 of his personal debts, which �Ubsequently 

were paid oft in 1994. 

., 

., 
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During our preliffiinary invastigat�on, we received 

information challenging tile mi�lion-dollar valuation o� First 

l"n�ernational. We a.lso received information that the money used 

to pay Secretary Brown had �een taken fron other corporations 

ovned or controlled by Hill. Finally, we received allegations 

that thare may have been some linkago between the payment� to 

Secretary Brown and his official position. 

Onder the Act, wu h4ve limited powers vith which to conduct 

preliminary investigation� In particular, we are not able to 

a grand jury, or otherwise compel the attendance or testimony 

witnesses. In this case, a number of witnesses havQ declined 

cooperate t"Ully ancl, without these mechanisms, we are unable 

compel them to do so. Given the state o! the evidence, in an 

investigation not involving an official covered by the Aot, we 

wouid ordinarily investigate the transaction further, including 
. ... _____ . '  . 

employing the grand jury process, to determine whether the :money 

was given for 0r because of �n oftioial act, o�herwise than as 

provided l:ly law, in violation of the federal gratuity statute. 

18 U.S.C. § 20l(c) • . Because ct t.he lioit& on our investigative 

·· powers, we are unable to re�olve the issues rai&ed by the tacts

known to us at this point withou� the appoint�ent of an

Independent Counsel.

B. �ationale !or Including Hlll and her Companies
In tb§ Independent Coyn&ffll's Jurisdiotiop

When an Independent counsel is appointed to inves�igate a 

particular subject natter involving a person covered by the Act, 

thQ,Aet direct. that the lndapandent counsel's jurisdiction 

WJC HANDWRITING 
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includt:t .. all :mat�e,:e rol&t:ed to the subject matter," ,a v.s.c. 

i 593(b) (3), and that the oepa�trnent 0! Justice suspend all 

inveati�ations and proceedings re�arding matters in the 

proaecutorial jurisdiceion ot the Independent counsel. 28 u.s.c. 

§ 597(a).

In t.his case, our preliminary investiga�ion of sacratary 

Brown's financial transaction involving First International. 

expanded, by necessity, into a related but broader inguiry into 

the financial affairs of Hill and the cOlllpanias she owned, 

controlled, and managed. Because the issues surrounding 

secretary Brown's receipt of things of value from First 

International a.re inextricably intertwined with questions about 

more 'Chan one 0f the entities that Hill form�d, owned or managad, 

I recom:mend that the Independen� Counsel's jurisdiction include 

the investigaticn of possible violations or federal orininal law 

Such an investigation could not 

sepa.retely be undertaken by the Department of Justice without the 

substantial risk of interfering with the Independent Counsel's 

mission. 

C. Allegations of False statements
on the Financial piJ;cloeure Reports

1. Displosures re4trdipg Firs� International.

seoretary Brown disclosed on his Annual Report that he had 

sold his interest in First Internatjonal, and reported that the 

�ransaetion had a value of between $250,000 and S500,000. 

However, on o�her sections of the form, Secretary Brown did not 

record either that he bad received the $l35,000 from First 
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International in 1993 or �hat, pursuant to his divestiture, at 

the end of 1993 First International had an outstanding obligation 

to pay approxi�ately $300,000 o!.his personal debts. Wit.h 

exceptions not relevant here, such disclosures are required DY 

the form 1 which ealls for the disclosure or the source and amount 

ot income received by the f1ler, and of assets held by the tiler 

at the clo&e of the reporting period. 

A deliberate omission ot material inforiuation required by a 

rinancial disclosure fonu may-violate la u.s.c. § 1001. Under 

he Act, i cannot decline to seek the appointment of an 

Independent Couns�l based on a sUbject 1 s lack of criminal intent 

and convincing evidence that he or she lacked 

t.he state 0f mind required by tha statute. 28 U.s.c.

§ 592(a) {2) (�). Althouqh tbere is evidence tending to sugge�t
_::::>

that Seere�ary Brown lacked orimina1 intent in hi� !ailure �o
---- --·· 

disclose this information, I am unable to conclude at this 

juncture that such evidence is clear and convincing. For thig 

reason, and ha.cause, as r have concluded above, turther 

investigation of the First International transaction itself is 

warranted, l recommend that the Independent Counsel's

jurisdict�on include possible false statements or Olllis�ions 

concerning First International on SQcretary Brown's disclosure 

reporta. 

2. other pisglosurgs

During our preliminary investigation, we examined other 

allegations or inaecuraci�s in Secretary Brown's financial 

PHOTOCOPY 

WJC HANDWRITING 
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disclosure reports- our investigation revealed that, althou9h 

moat of the information on Secretary Ht9liD'5 reports appears to 

be accurate, thare are sever�l errors on the torms. For example, 

his Entry Report failed to disclose that he held hia interest in 

the Bo■ton Bank of commerce through a partnership, and be 

misidentified the location of propQrty held by the Potomac 

HOU,i;ing Fund Limited, a real estate partnership in �hich he wa.a a 

limitad_partner, on both his Entry Report and his Annual Report. 

Although the evidence from our inve6t1gation suggQs�s ;hat 

�eae inaccuracies roay not hav� been deliberate, ram unable to 

conclude at this juncture t.ha� the evidence of lack of intant is 

clear an� convineing, as the Act requires_ Additionally, aince I 

have concluded that the Independent Counsel's jurisdiction should 

include possible false stat6ltlents regarding First International, 

the Independent Counsel should not be restricted from fully 

--·investigating Secretary Brown's disclosure reports and evaluating 

Whether there were any material, willful missta�ements. 

Accordingly, these matters should be included in the IndQpendent 

Counsel's jurisdiction. 

D. Allegation ot False state�ents
on the X2WJU1guse Mortgage Application

In the cours� of our preliminary inve.stiga'tion, we received 

evidence suggesting that secretary Brown may have signed art 

inaccurAte application tor a mortgage �or a to�nhouee in 1993. 

on the application form, Secretary Bro"ln failed to reveal all of 

his dehts, and misstated the source of tho downpayinent on the 

tovnhouse. ilthough paym•nts on the loan are current, there is 
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evidence that this information could have been a factor in the 

lending institution's decision.concerning the !orm of �he 

mortgage, and therefore could have been matarial vithin the 

meanjng or 1a u.s.c. § 1014, the statuta prohibiting false 

etatements to financial ins�itutions. For thes� reasons, and 

because I am unable to conclude at this juncture that there is 

clear and convincing evidence of a lack of the requisite criminal 

intent, the iseue of possible false sta�ements in connection with 

the application tor the mortgage loan warrants further 

investigation. 

E. No Further Investigation of
other Allegations wartsnted

In a letter dated February 2,, 1995, William F. Clinger, 

Jr., Chairman ot the Ho�se committee on Government Reform and 

oversight, outlined a series of allegations against Secretary 

Brown and requested that an Independent Counsel be appointed to 

investigate these Datters. During our preli�inary investigation, 

we reviewed document� and intQrviewed witnesses rela�ing to each 

ot the matters raised in Congressman clinger's letter. Except as 

they may be included vithin the issues set forth in the preceding 

sectiong of this Application, I conclude that the alleqations in 

congressman clinger's letter do not warrant further 

investigation. 1

1 Congressman Clinger's allegations that Secretary Brown made 
talse s�ateroenta to congre�s in describing First International and 
his relationship to that company and associated corporations would 
be related matters within the appropriate jurisdiction of the 
Independ.ept Counsel. 28 o .·S. c. § 593 (b) ( J) •
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SpQcifically, l find no reasonable ground• to conclude tha� 

further in�eatigation is warra�ted or allegations that Seoretary 

Brown may have violated the confl_icts ot interest statute, 

1.B b.s,c. § 20a. Congre.sman clinger al.legas that secretary 

Brown may have violated the c:ontlicts ot intere!it laws in three 

respects: (1) by invl�ing the Chief Executive officer of Digital 

Equipment Corporation (Pigital} on a trade- mission to Latin 

America; (2) by assisting AT&T in obtaining a contra� to upgrade 

the telephone system in Saudi .Arabia; and (3) by arranging for 

Hill to attend luncheon� at the Whit� Hou�e during 1993. our 

investigation has revealed that there is no factual basis to 

support 41-ny ot these allegations·, ana the.ref ore ther.a &re no 

reas0nabl• grounds to investigate further. 

1. Alleged conflict o! 1nter�st ragarding the
Boston Bank of cgmmerce &nd Digital

Con9re5s.man Clinger alleges that sacretary Brown, although 

recused fro� matters atfectin9 Digital becauae of his partnership 

interest in th.a Boseon Bank of commerce, nevertheless violatad 

the conflicts of interest statute by inviting tha Chairman and 

Chief Executive Ofticer of Digital on a trade mission to Latin 

America in April 1994. We round no supp�rt for this allegation 

in our preliminary investigation. 

our investigation revealed that Sec:eta.ry Brown held his 

interest in the Boston Bank ot Commerce t:.hro��h n partnership. 

Under the contl1cts of interest laws, an o!ficial ie barred trcm 

partioipating personally and substantially in inatters· affecting 

the tinancial interests of his partners. Because Secretary Brown 
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was aware that one of hi� partners had an interest in Digital, 

the secretary had an interest �n Digital Attributed to him for 

conflicts purpos8s. The SecrQtary promptly recusl?d himself from 

participating personally and substantially in �attars having a 

specialized ertect on Digital, and ultimately divested himself of 

hi5 interest in the Boston Bank of ColtLlllerce partnership. 

In early 1994, the Department of Coramerce orgaoi&ed a trade

mission to Latin America, and a number of executive.s !rom 

computer companies ware in�ited, including Digital. our 

investigation revealed that secretary Brown was �ot personally or 

substantial1y involved in selectin9 the invitees £or the trip. 

�ccordingly, there is no evidence ct any personal or substantial 

action on the Secratary's part that would implicate the conflicts 

of interest laws, and no further investigation is warranted. 

2. Alleged con!lict ot interes� regarding
AT&T and Kallai communications. Inc.

Congressman Clinger also &lleges that secretary Brown 

violated the conflicts o! interest lav• when he took official 

actions th&t bane�itted AT&T, while knowing that a joint venture 

with AT-T vas the primary source ot income for Kellee 

ColUlunications, Inc. (Kellee), � company in which �he Sa�retary 

bad an intereet. We tound no support for this allegation in our 

preliuinary investigation. 



ssvr BY: 

05/17/95 12:1s 
s-17-s.s

u2oz e33 s3:,1 
7:04PM; 

PUBLIC AFFAIRS 202 456 673_?_:�12113

- ll ..

The allegation �at the Secretary viola�ed the criminal 

lawr by assisting AT&T with its bid to acquire a contract in 

Saudi Arabia would require a link between the secr•tary's 

official actions on AT&T's beh&lf and the expansion ot �he joint 

venture aqree.mant betw•en AT&T and Kellee. our investigation 

revealed no direct or indirect eonn�ction between Kellee's 

enhanced business and the secretary's ef!orts on AT&T's be.halt. 

Por this reason, the allegation that the Secretary's actions on 

AT&T's behalf violated feder�l criminal law doe� not warrant 

further investig�tion. 

· J. Alleged conflict of interest regarding 
Hhite Reus.a .luz,cheon invitations to Hill 

congress�an Clinger al�o alleges that Secretary s.own may 

have violated federal criminal law by arranging for Rill,· his 

business partner in First Internation�l, to attend two luncheons 

at the White House.J our investigation revealed that Hill was 

invited to attend two White House luncheons for executives of 

American companies during the suJllJ!ler ot 1993. Secretary Brawn 

had no involvement in or influence over the dec19ion to extend 

z Al though it is undisputed· that Secratary Brown hctd no 
direct tinancial interest in AT&T, we considered Congress.man 
Clinger's �llegation that the Secretary violated 18 U.S. c. § 208 by 
his actions on AT&T' s k>eha.lt. We also considerad the provisions of 
the criminal code regarding bribes and gratuities, 18 o.s.c. § 201, 
which might have been implicated if AT&T had agreed to expand its 
buainess venture with Kellee as an induoe111ent or re.ward to t:he 
Secretary tor his official actions on AT&T's behalf. 

3 congre.ssman Clinger's allegation c:oncerninq the Whibi House
lunche� invokes the conflic�s of interest statute, 18 u.s.c. § 208,

but we also considered the allegation as a hypothetical gratuity, 
l8 U.s.c. S 201(0). 



S6'T BY: 

05/17/9S 12:18 

s-11-ss
tS'202 833 S3Jl

7:04PM:
PUBLIC.: Ai-l"!UI\.> 

202 456 67S7:t13/1J

- 12 -

aither invitation t.o Hill. For this reas.on, thilre are no grounds 

to invaatiga�e further the �ile;a�ion �hat t..�e sec=etary violated 

feder�l eriminal lav in connection vi�h Hill's invitation to 

tho•e luncha!S. 

�cordingly, I eoneluda tha� �ho !ndepende�� counsel's 

juri�diction should not include alla9ations tna� secra�ry arovn 

violat�d 1a u.s.c. � 208. 

9-S)NCtUSIQH 

1nva�tigation, : hereby noti�y Che court �ha� there are 

ra.es_onable grounds -=:, beli.v� -:�at furth�?.' in'1estiqation is 

warr8nte�. as 5et cut a�ove, and l:harafore I seek the appointlnent 

of� IndependQnt Counsel. I have append�d a reeomznended 

.. __ Indep�nd.ent counsel. 

e-c Reno 

��orney Ceneral o! tba Un1taQ sta�aa 



11

d.

THE PRESIDENT' HAS SEEN



\2l L ~ �""� �'- �� � � 
t � � �'-�\. < 

Clinton Pardons -HUD Scam Figur�� 
Ex-Ambassador, Developer Was Convicted in Bribe Scheme I •• 

By MICHAEL J. SN!H?N 
Assoc:aced Press 

President Clinton grantetl a full 
and unconditional pardon yester• 
day to a former U.S. ambassador 
who pleadetl guilty in a Depart· 
ment of Housing and Urban Devel­
opment scandal during the Reagan 
administration. 

The Justice Oepanment an­
nounced Clinton's pardon for Phil• 
ip D. Winn-of Denver, also a former 

• @!Jc luastJin_gton post
WEDNESDAY. NoVEMllEII. 22. 2000 

-�-------- ..
IL-------

housing official and developer. 
without comment on the presi­
dent's reasons. That is the usual 
practice in presidential pardons. 
which are often issued around the 
year�nd holidays. 

WUU1 was a prominent Colorado 
developer who became an assis­
tant HUD secretary during a por­
tion of the Reagan administration. 
He later returned to his devel­
opment 6nn, the·Wmn Group. and 
subsequently served as U.S. am- I 

,, . 
bassador to Switzerland from Au­
gust 1988 to August 1989. · ;_ 

& part-ofa bargain with pro�;­
cutors, Winn pleaded guilty pn. 
Feb. 9, 1993, to one count <J)f. 
scheming to give illegal gratuities 
to HUD officials who had au­
thority to award federally sub- . 
sidized housing to projects that his. 
company was developing. .: ; ; 

WUU1 agreed to cooperate fully 

with independent counsel Arlin 
A:dams's continuing investigation 
of the scandal. He was sentenced 
in' 1994 to two years· probation 
arlll ordered to pay a fine of 
$981.975. 
'Winn has an unpublished tele­

phone number and could not be 
reached for comment. His attorney 
was out of the office and did not 
immediately return calls. 

'1n his plea bargain. WUU1 ad• 
m"itted that in 1987 he let another 
HUD assistant secretary, Thomas 

T. Demery, have the free use of a
condorniniwn and car in Vail. Colo.

Court papers said thaL in re­
turn. Demery allocated federal 
funds to projects in which Winn 
had a financial interest. Demery 
was charged with multiple felo­
nies. later agreed to cooperate 
with prosecutors and ple:ided 
guilty to accepting a S 100.000 loan 
from a developer doing business 
with HUD and falsifying a receipt 
to make it appe:ir that he paid $500 
to stay in the Vail condo partly 
owned bv Winn. 

Prosecutors allegetl that HUD 

officials in Washington steered 
housing grants to selected Winn· 
backed projects through a pattern 
of fraud, conspiracy and cronyism. 
They said the Winn Group re­
ceivetl millions of dollars in HUD 
subsidies and tax credits during 
the 1980s. 

Another former HUD official. 
Silvio J. DeBartolomeis. who went 
to work for the Winn Group, plead­
ed guilty in October 1992 to influ­
ence-peddling violations. He ad­
mitted preparing the phony 
receipt for Demery at Winn's di­
rection. 
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September 28, 1993 

MEMORANDUM FOR THE �ENT 

FROM: Joan Baggett and Linda Moore, Political Affairs 

SUBJECT: Senator Hutchison's Indictment and Its Political Implications 

As you know, Senator Kay Bailey Hutchison was indicted yesterday by a grand jury which
has been investigating possible illegal activity during her two-and-one-half year tenure as 
state Treasurer. 

The Senator's Indictment. Two second degree felony counts and one Class A misdemeanor 
count of Official Misconduct. The indictments allege that for a period of two years 
Hutchison used several state employees and state facilities to perform personal and political 
tasks for her in violation of state law. Several schedulers, personal secretaries and other 
aides testified before the grand jury, presumably to discuss charges that Hutchison used state 
computers to keep fundraising records and asked Treasury employees to coordinate her 
political appearances and fundraising, to help her maintain her network of political 
supporters and to run personal errands. The second degree felonies are punishable by 2-20 
years in prison, while the misdemeanor count carries a maximum sentence of one year. 

One third degree felony indictment for Tampering with Governmental Records and one 
third degree felony indictment for Tampering with Physical Evidence. These charges allege 
that she and others altered and concealed computer archive tapes in order to hide illegal 
political activity (i.e. keeping fundraising records on state computers) conducted by Treasury 
employees. Third degree felonies are punishable by 2-10 years in prison. 

Staff Members' Indictments. Two of Hutchison's former aides were also indicted. Michael 
Barron, former Deputy Treasurer, was indicted for three third degree felonies. Barron was 
indicted for Official Misconduct for ordering employees to unlawfully destroy government 
records which were the subject of the investigation. He was also indicted for Tampering 
with Governmental Records and for Tampering with Physical Evidence for the same alleged 
activity as Hutchison. 

David Criss, former planning director at the state Treasury, was indicted for second degree 
Official Misconduct. The indictment charges that Criss unlawfully engaged in political work 
for his and Senator Hutchison's benefit using state time and property. The alleged 
wrongdoing first surfaced last year when Criss was caught using the state computer to keep 
Hutchison's fundraising records. 

PHOTLA.1Ut"' I
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Recommendation. We should keep a close eye on the progress made in the trial. As the 
trial and the January filing deadline near, we should consider asking Stan to do some in- 
depth polling on Cisneros to get more information on his viability, strengths and weaknesses.

Hutchison claims that Ronnie Earle, the District Attorney who sought the indictments, is 
conspiring with state Democrats to prevent her from leading a strong GOP ticket next year. 
State Democrats and many news accounts point out, however, that Earle has investigated 
numerous Democratic officeholders, including former state Attorney General Jim Mattox 
and Texas House Speaker Gib Lewis. Earle insists that he would not have asked for an 
indictment if he did not have very compelling evidence.

If Hutchison appears to be headed for a conviction and the poll shows the expected positive 
results for Cisneros, you should seriously consider asking Cisneros to resign his Cabinet post 
to become a candidate for the Senate. As you may know, he is not inclined to run. You 
would need to lay out "no lose" scenario for him - that you will do everything you can to 
ensure his victory but you will also welcome him back into the Administration at a very high 
level if he is not successful.

Secretary Cisneros is widely believed to be the only hope for the Democrats in this race, and 
this belief is not unfounded. A recent poll conducted for Garry Mauro tested Cisneros in 
a trial heat with Hutchison. Hutchison garnered 46%, Cisneros 39%. All other statewide 
officials except Governor Richards lagged far behind in the low- to mid-20s. These are 
incredibly high numbers considering the fact that Cisneros has never run statewide.

The statewide and congressional races have become increasingly competitive in the past few 
years as the Democratic Party has slowly lost its grip on the Texas electorate. All of the 
Democrats running next year, from Governor Richards on down, want and need a candidate 
as strong as Cisneros leading the ticket. Cisneros has the opportunity to redefine the 
Democratic Party in Texas and his victory would put you in strong position heading into ’96.

Many people feel that an acquittal is very unlikely given that her indictment was based on 
evidence gathered by investigators and testimony given by her own political appointees. 
Several people who have testified have been granted immunity and there is some 
speculation that the two indicted staffers may turn state’s evidence to avoid imprisonment. 
In any case, everyone is hoping for a speedy trial, preferably one that ends before the 
January filing deadline.

Hutchison’s consistent dismissal of the charges as a political problem, not a legal problem, 
has made Earle even more determined to get a conviction. And Hutchison has indicated 
that she will fight to the end. Obviously, there are two other possible scenarios: 1) 
Hutchison plea bargains with Earle to avoid jury trial by resigning her office or 2) she 
survives the trial with an acquittal.

The Political Implications. Yesterday’s developments have increased speculation about who 
will be the Democratic standard bearer in a tough race against a wounded incumbent or for 
an open seat. Richard Fisher is the only Democrat who has cffically announced 

his candidacy. Several Members of Congress are looking at the race including Jim Chapman, 
Mike Andrews and Martin Frost.


