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NOMINATIONS OF JOSEPH H. GALE, DARCY E.
BRADBURY, JEFFREY R. SHAFER, DAVID
LIPTON, MELISSA T. SKOLFIELD, AND
DAVID C. WiLLIAMS

THURSDAY, NOVEMBER 30, 1995

U.S. SENATE,
COMMITTEE ON FINANCE,
“ Washington, DC.

The hearing was convened, pursuant to notice, at 10:10 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. William V.
Roth, Jr. (chairman of the committee) presiding.

Also present: Senators Chafee, Grassley, Simpson, Murkowski,
gloynihan, Baucus, Bradley, Pryor, Breaux, Graham, and Moseley-

raun.

OPENING STATEMENT OF HON. WILLIAM V. ROTH, JR., A U.S.
SENATOR FROM DELAWARE, CHAIRMAN, COMMITTEE ON
FINANCE

The CHAIRMAN. The committee will please be in order. I am
pleased to convene this nominations hearing and to welcome the
six nominees we have with us today. As has been the custom, I will
ask that all nominees keep their statements to 5 minutes.

We will do this hearing in three panels. The first panel will con-
sist of one individual, Joseph H. Gale, who is well known to our
committee, to be a Judge on the United States Tax Court for a
term of 15 years.

The second panel will consist of Darcy E. Bradbury, to be an As-
sistant Secretary of Treasury for Financial Markets; David Lipton,
to be Assistant Secretary of Treasury for International Affairs; and
Jeffrey R. Shafer, to be Under Secretary of the Treasury for Inter-
national Affairs.

The third panel will consist of Melissa T. Skolfield, to be an As-
sistant Secretary of HHS for Public Affairs, and David C. Williams,
to be Inspector General, Social Security Administration.

I am now happy to yield to my colleague and good friend, Pat
Moynihan.

Senator MOYNIHAN, Thank you, Mr. Chairman. I see that we
have the two distinguished Senators who were former Governors of
the State of Arkansas present, which leads me to believe that Ms.
Skolfield comes from Arkansas. [Laughter.]}
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Senator MOYNIHAN. I know you would want to hear them, first,

and then proceed as you have suggested.

The CHAIRMAN. Well, I always admire how observant our distin-
suished standing member is as to what is taking place. We are de-
ghted to have both of the Senators from Arkansas here to intro-

duce Ms. Skolfield.

Senator Bumpers.

STATEMENT OF HON. DALE BUMPERS, A U.S. SENATOR FROM
ARKANSAS

Senator BUMPERS. Mr. Chairman, for the first time in my life I
have to correct Senator Moynihan. Melissa Skolfield is not an Ar-
kansan. But, for the benefit of Senator Breaux, she grew up in New
Orleans and matriculated at Rice University and from there be-
came the Press Secretary for Mike Andrews, a Texas Congressman
with whom most of us are familiar. She stayed there 2 years and
came to our office as my Press Secretary in 1987. She stayed with
me for 6 years, until she joined HHS after I had highly rec-
ommended her.

Senator MOYNIHAN. That kind of qualifies her as a Razorback.

Senator BUMPERS. It is a rich honor, indeed, Mr. Chairman, to
commend and strongly recommend Melissa Skolfield for this high
position of Assistant Secretary for Public Affairs at HHS.

I will not belabor her talents, except to say that at a time when
a lot of good people are shunning public service, it is gratifying, in-
deed, to find somebody of Melissa’s talents moving up the ladder
and willing to give herself to public service. She is bright, she is
articulate, she is professional in every way, demeanor and attire,
she is an outstanding writer, and she is constantly ethical. She not
only was a great assistant to me for those 6 years, she has become
a close personal friend, as has her husband, Frank.

So, without going any further, I just want to say that we will be
richly benefited by her speedy confirmation, which I hope will be
forthcoming.

The CHAIRMAN. Well, thank you, Senator Bumpers, for being
here today.

We will now hear from Senator Pryor.

OPENING STATEMENT OF HON. DAVID PRYOR, A U.S. SENATOR
FROM ARKANSAS

Senator PRYOR. Thank you, Mr. Chairman, Mr. Ranking Mem-
ber. I, too, am honored to be here today with Melissa to put in a
word for her. I have known her for a number of years. We have
worked very closely with Melissa in all of our joint endeavors with
Senator Bumpers'’ office and the entire Arkansas delegation.

Senator Moynihan made reference to two former Arkansas Gov-
ernors. There are three former Arkansas Governors now living in
Washington, and all of us are gainfully employed at the moment,
I might say. [Laughter.]

Senator PRYOR. But I always, Mr. Chairman, wondered over the
past years how Dale Bumpers got so many beautiful stories written
about him, and so forth. In delving into this matter, and being very
envious, I found that Melissa Skolfield had a lot to do with that.
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I think, in retrospect, I look back, seriously, and she had the
trust of the media, the trust of the press. I think that she will carry
that trust with her, and that characteristic is one of her wonderful
characteristics, I think, that make her the person that she is.

We are just honored to be here. I am, and I want to thank Me-
lissa and Senator Bumpers for inviting me. I know that she is
going to do a great job for the Department of Health and Human

ervices.

Thank you.

The CHAIRMAN. Well, I appreciate both of you being here today.
You are almost so persuasive that maybe we should not confirm
her, but hire her as our Press Secretary.

Senator PRYOR. We need someone like Melissa. Thank you.

The CHAIRMAN. Well, thank {ou very much. We will proceed with
your panel, Ms. Skolfield, at a later time.

Senator BUMPERS. Thank you very much, Mr. Chairman.

The CHAIRMAN. Thank you.

Senator MOYNIBAN. Louisiana.

Senator BREAUX. I thought I would just establish that she really
is from Louisiana. [Laughter.]

The CHAIRMAN. Senator Breaux, I apologize.

Senator BREAUX. I, as well, think she has been doing a terrific
job, for obvious reasons. Some people may say she made Dale
Bumpers look great. [Laughter.]

Senator BREAUX. But she is terrific, and I just wanted to add my
congratulations to the nomination.

The CHAIRMAN. Thank you, Senator Breaux.

I think our distinguished Ranking Member would like to intro-
duce our first panel, actually, an individual who really needs no in-
troduction. For that reason, I will delegate the responsibility to
Senator Moynihan. [Laughter.]

OPENING STATEMENT OF HON. DANIEL PATRICK MOYNIHAN,
A U.S. SENATOR FROM NEW YORK

Senator MOYNIHAN. Mr. Chairman, you are most generous to
allow me this very special moment in my time in the United States
Senate, more than half of which has been associated with this ex-
traordinary person, this exceptional attorney, and this rare and
special friend, Joe Gale.

He came to our office in 1985, just in time for the Tax Reform
Act of 1986, in which he was closely involved with Senator Chafee
and Senator Bradley, who had brought this subject to that point.
He has been part of every single moment, every piece of tax legisla-
tion through this committee and the Congress for the past 11
years.

He is a graduate of Princeton and of the Virginia Law School. He
has worked, in the first instance, as a member of our staff, and
then in the 103rd Congress he was Chief Tax Counsel to the Com-
mittee on Finance and crafted that extraordinary legislation, the
Omnibus Budget Reconciliation Act of 1993.

It will come as no surprise to members of this Committee that
The American Bar Association has given Mr. Gale its highest rat-
ing for a judicial nominee: “Well qualified.”
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I, perhaps, can best tell you the judgment in which he is held by
rsons who are concernedy with such matters, the tax bar and the
usiness world. Several years ago, I was giving an address to a
group here in Washington of business men from around the coun-
try on tax reform. I set out to be informative, detailed, and judi-
cious, and all those things you would hope to see in a member of
this committee. And, having concluded my discourse, the chief exec-
utive officer of a major American corporation raised his hand and
asked hopefully, can you get me an appointment with Joe Gale?

{Laughter.]

_ Senator MOYNIHAN. With that, I successfully conclude the morn-

ing.
May I just say, finally, sir, that we have the honor to have in
the audience today Judge Lapsley Hamblen, who is the Chief
Judge of the Tax Court, and also a former associate of ours in the
Finance Committee, Judge John O. Colvin, who was Chief Tax
Counsel to youﬂgﬁredecessor as Chairman. I am sure you welcome
them, and I th you for this privilege, sir.

The CHAIRMAN. It is, indeed, a great honor to have the two
judges here. I know this is a very proud moment, and should be,
for you, Mr. Gale. I suspect you may have members of the family
here, whom we would be happy to have you introduce at this time.

Mr. GALE. Thank you, Mr. Chairman. I am fortunate to have sev-
eral members of my family here today. My father, Robert Gale.

The CHAIRMAN. Would you please stand? It is a pleasure to have
you here.

Mr. GALE. My mother, Charlotte Gale.

The CHAIRMAN. Mrs. Gale.

Mr. GALE. My nephew, Brian Gale.

The CHAIRMAN. Brian.

Mr. GALE. Unfortunately, Brian’s father, my brother, Hutter, was
unable to make it today, and his wife, Robin. But we hope to see
them in the future at the swearing in. ,

My sister-in-law, Nancy Gale.

The CHAIRMAN. Nancy, welcome.

Mr. GALE. And my brother, Chuck Gale.

The CHAIRMAN. Chuck.

Mr. GALE. At this time, unless there is some comment that some
other members of the panel want to make, we will call on you for
any statement you care to make.

Mr. GALE. Thank you.

Senator CHAFEE. Mr. Chairman.

The CHAIRMAN. Senator Chafee.

OPENING STATEMENT OF HON. JOHN H. CHAFEE, A U.S.
SENATOR FROM RHODE ISLAND

Senator CHAFEE. All Mr. Gale can do is to go downhill, because
he has tremendous approval of everybody on this bench, I am sure.
We have worked with Joe Gale over the years, as Senator Moy-
nihan mentioned, for example during the 1986 Tax Reform Act.

I talked with my staff about their relationship with Mr. Gale and
they said he could not have been better in any respect, profes-
sionalism, courtesy and going out of his way to be helpful, and has
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just been absolutely a superb person to work with, so I do not know
what he can say to improve his situation.
The CHAIRMAN. Thank you. I think I join you in those remarks.
Joe, would you please make any comments that you want to
make at this time? I might say, you may be leaving at the wrong
time because we may be having more tax reform in the near future.
{Laughter.]
1mMr. GALE. Well, I think it is an organic process. It may never
stop.

STATEMENT OF JOSEPH H. GALE, TO BE A JUDGE ON THE U.S.
TAX COURT FOR A TERM OF FIFTEEN YEARS

Mr. GALE. Mr. Chairman, Senator Moynihan, and members of
the committee, let me, first, take this opportunity to thank you for
scheduling this hearing, and the other members for being present.

In my current position on the committee staff, I understand only
too well the extraordinary demands on your time right now, and
I am very gratified and deeply appreciate your scheduling this
hearing in the midst of that.

I am deeply honored to have been nominated by the President to
serve as a Judge on the United States Tax Court. I want to take
this opportunity to thank the President, as well as Secretary for
the Treasury Rubin and members of the nominating committee at
the Treasury and the IRS.

I would also like to thank the Assistant Secretary of the Treas-
ury for Legislative Affairs, Linda Robertson, for her tireless efforts
in shepherding my nomination through the very lengthy process
that has led up to today’s hearing.

I am also very honored to have in the audience today, as has al-
ready been mentioned, the Chief Judge of the United States Tax
Court, Lapsley W. Hamblen, Jr., who encouraged me some time ago
to think about the Court, and who has been very generous with me
with his time and advice over the past several months.

Also, Judge John Colvin, who, like me, served as Chief Counsel
for this committee under Senator Packwood, has been a great
source of inspiration and encouragement and I am happy he is here
today.

I am also delighted that the Clerk of the Tax Court, Mr. Charles
S. Cassazza, is also in the audience. Mr. Cassazza is well-known
to many members and staff of this committee and has already been
invaluable to me in offering suggestions and insights into how one
makes the transition to assuming a Judgeship at the Court.

I would also like to thank my parents, Bob and Charlotte Gale,
for their support over the years, both literal and spiritual, and the
other members of my family here today who have always been an
anchor for me.

Finally, I want to express my profound gratitude to Senator Moy-
nihan for his support of my nomination, but, more importantly, for
giving me the privilege and opportunity over the past 11 years to
serve on his staff and the staff of the Committee on Finance, which
is an experience that has been the highlight of my professional ca-
reer.
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I am reminded of the day 11 years ago, also in November, when
I came to the Russell Senate Office Building for a job interview
with Senator Moynihan to be his Tax Legislative Counsel.

As luck would have it, this was also the very same day that the
Reagan Treasury Department released its long-awaited proposal
for fundamental tax reform, which was the starting point for what
ultimately became the Tax Reform Act of 1986.

I had scrambled that morning to get what information on the
proposal I could, and I made a valiant effort to absorb some of it
on the way over in the cab. In the interview, Senator Moynihan
asked the question that I had been worried about. “Well, Joe, what
do you think about Treasury’s tax reform proposal?” I thought for
a moment, trying to come up with something intelligent to say,
and, unfortunately, my faculties failed me.

I finally said, Senator, the truth is, I haven’t actually had time
to read it yet. I was sure I had blown my chances of Congressional
staff employment, but, alas, I got the job. It turns out I gave the
right answer, which is to admit what you do not know and not try
to fake it.

What I have learned from Senator Moynihan over the last decade
is difficult to sum up, but I think, principally, it has been to learn
about government in its broadest sense, that government can, in-
deed, be a force for the good and can help solve real problems, but
that it is equally important to recognize the limitations of govern-
ment.

Government has only a limited capacity to affect the cultural fab-
ric of the society in which it finds itself, and so it must approach
its task with a certain humility, being careful to nurture what is
good in a society and mindful that government efforts to solve prob-
lems can sometimes do more harm than good.

Whether it is the tax system or any other facet of government,
you should, first, get the facts, find out what we really know about
a problem, and then try to approach it without ideological pre-
conceptions. It has been a rare privilege to work so closely with
Senator Moynihan, a genuine master who has been engaged in gov-
ernment since the Kennedy Administration.

Should I be confirmed, I will be proud to join the ranks of mang
distinguished Moynihan alumni: Tim Russert, Mike McCurry, Ro
Shapiro, Robert Peck, and many others. My gratitude to Senator
Moynihan for the privilege of working for him is deep; I will always
cherish it.

I will also miss this committee. The Finance Committee is the
finest committee in the Senate, with the heaviest and most difficult
work load. I continue to be impressed with the degree of diligence
and good faith effort that goes into this committee’s deliberations.
It also has the best staff, both the committee staff and the staff of
the individual members, and I have learned incalculable amounts
from them over the years.

Every staff person I have known who has left this committee
says, in retrospect, the years up here were among their best years,
and I am certain that I will agree with that.

Should this committee and the full Senate see fit to confirm my
appointment to the Tax Court, I will, of course, be shifting my per-
spective away from advising in policy decisions and undertaking,
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itzzge%g, to correctly interpreting the intent of Congress in the tax
statutes.

The United States Tax Court, which handles about 90% of tax
litigation that is brought in this country, is the principal means
through which we try to achieve uniform, consistent application of
the tax laws throughout the country.

To achieve that goal the Courtrgas nationwide jurisdiction, and
its 19 judges, in addition to hearing cases at the headquarters in
Washington, D.C., also ride circuit in the old sense of the phrase
and hear cases in over 70 cities around the country.

Although taxpayers who wish to litigate their tax liabilities may
also bring suit in a regular Federal District Court or the U.S. Court
of Claims, to do so they must, first, pay the disputed taxes and sue
for a refund. The Tax Court, by contrast, allows taxpayers to get
a judicial determination of their liabilities before paying. This fea-
ture no doubt steers the bulk of the litigation to that court.

Mr. Chairman, if I am confirmed I would hope to bring to the
Court a very solid understanding of the Congressional intent that
underlies our tax laws. The role of judges in our three-branch sys-
tem is to interpret and apply the law as Congress intended, not to
make policy.

It is my hope that my legislative experience will prove valuable
in the Court’s deliberations and that I can make a contribution to
applying the tax laws in this country in a way that is fair, both
in perception and in reality.

thank the committee for its consideration of my nomination.

The CHAIRMAN. Well, thank you, Joe, for a very thoughtful state-
ment. Just let me say that I can think of no position more impor-
tant than the one you will be taking over. The fact is, the American
people are not satisfied with our tax laws. There is a sense that
there is no fairness, or there is an inability to understand the com-
plexity of them. So, there is no question but that you can do a great
deal, I think, to help remove those concerns.

I have three standard questions which I would like to ask you,
and then we will turn it to Mr. Moynihan.

Is there anything f\{ou are aware of in your background which
might present a conflict of interest of the duties of the office to
which you have been nominated?

Mr. GALE. No, Mr. Chairman. As I mentioned in my question-
naire, there are, of course, theoretical possibilities that could arise
in the fact that I do own stock in certain corporations, but there
are rules, both judicial rules, generally, and Tax Court rules, spe-
cifically, which provide for those circumstances. I would certainly
take whatever steps are necessary and appropriate, including
recusal, to address any potential conflicts.

The CHAIRMAN. Do you know of any reason, personal or other-
wise, that would in any way prevent you from fulli'l and honorably
discharging the responsibilities to the office to which you have been
nominated?

Mr. GALE. No, sir.

The CHAIRMAN. Do you agree, without reservations, to respond to
any reasonable summons to appear and testify before any duly-con-
stituted committee of Congress, if you are confirmed?

Mr. GALE. Yes, I do.
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The CHAIRMAN. Those are all the questions I have.

Senator Moynihan?

Senator MOYNIHAN. Mr. Chairman, I would like to thank Mr.
Gale for his very moving comments. They are as important to me
as anything I have heard in this committee. I wish you great suc-
cess, sir.

Mr. GALE. Thank you.

The CHAIRMAN. Senator Breaux.

Senator BREAUX. Mr. Chairman, I would just like to add my
words of congratulations and strong support for Joe’s new career.
I think it is certainly our committee’s ﬁ)ss, but the Tax Court’s

ain,

I think that at a time when anyone on this committee on the pro-
fessional staff could probably leave the committee and make sub-
stantially more money in the private sector. Please, don’t everybody
leave. [Laughter.]

Senator BREAUX. I think it is very encouraging to see some of our
professionals who still believe in public service and want to con-
tinue serving the national interest through his service on the
Court. That is very admirable, and I congratulate him for it. Thank
you.

The CHAIRMAN. Senator Pryor.

Senator PRYOR. Thank you, Mr. Chairman. Joe, I want to thank
Senator Moynihan for giving you that job because, had he not, per-
haps we would have not had the opportunity to have known this
splendid individual.

Every time I walk through that back room headed for this beau-
tiful hearing room I will always associate that back room somehow
or another with Joe Gale, because when I walk through there he
was usually giving one of us some kind of counsel, sharing his wis-
dom, giving of his time. He was on the telephone, always with a
sheath of papers and complicated material that he was trying to di-
gest in a short period of time to make available to us so that we
could understand it better.

But a word to Joe Gale’s parents, if I might. Of all of the hun-
dreds of staff people, thousands perhaps, that we have known and
worked with over these years, I do not know of a one that has the
depth of admiration that your son has.

So, we thank you, Joe, and we look forward to your continued
service.

Mr. GALE. Thank you.

The CHAIRMAN. I think those are all the questions we have.
[Laughter.]

Senator PRYOR. You had better leave now.

Mr. GALE. I think I will. [Laughter.]

The CHAIRMAN. I think the only person that got through easier
was Lloyd Bentsen. [Laughter.]

The CHAIRMAN. Joe, I want to congratulate you and wish you
every success and happiness. Thank you for being here today.

Mr. GALE. Thank you, Mr. Chairman. Thank you, members of
the committee.

Senator CHAFEE. Mr. Chairman, I guess while the next panel is
being seated, as far as Lloyd Bentsen goes, as I recall we confirmed
him and then had the hearing, did we not? [Laughter.]
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The CHAIRMAN. Are you suggesting?

I would now ask the second panel to please take their places.

Our first nominee on the second panel is Darcy E. Bradbury, to
be an Assistant Secretary of Treasury for Financial Markets. Ms.
Bradbu?’s new role will include one of great interest to this com-
mittee, debt management.

I will have some questions for you on recent Treasury actions
concerning the debt limit. Let me say, however, that these actions
regarding the debt limit are of great concern to the members of this
committee.

While those responsible for those actions are the Treasury Sec-
retary and, of course, ultimately the President, I would hope that
you would take a moment to recognize that I will do my best to
protect the trust funds under the jurisdiction of this committee.

Should the Social Security Trust Funds, for example, ever be put
at risk of disinvestment, I will be there to use all the powers of the
committee to protect these funds for their intended uses which are,
of course, to make payments to the beneficiaries. I trust you share
this concern and will work with me, and I look forward to your
statement.

Senator Moynihan?

Senator MOYNIHAN. Just exactly that, sir.

The CHAIRMAN. Thank you.

At this time, we will proceed with your statement.

STATEMENT OF DARCY E. BRADBURY, TO BE AN ASSISTANT
SECRETARY OF TREASURY FOR FINANCIAL MARKETS

Ms. BRADBURY. Thank you, Chairman Roth and Senator Moy-
nihan, from my heme State of New York, and members of the com-
mittee. I am pleased to appear before you today as you consider my
nomination to the position of Assistant Secretary of the Treasury
for Financial Markets.

I am honored to be nominated by President Clinton, and I want
to thank Secretary Rubin for supporting my nomination. My hus-
band, Eric Seiler, and my oldest son, Brad, are here from New
York today to watch.

The CHAIRMAN. Could I just interrupt and welcome both of them,
including your young son. It is a pleasure to have them here.
Mighty good looking young man.

Ms. BRADBURY. He is doing his best to hold still, Senator.

The CHAIRMAN. We all are. [Laughter.]

Ms. BRADBURY. In the past 2 years, the heart of my job at the
Treasury has been management of the public debt. The focus of
Treasury debt management is, and must always be, what is in the
best long-term interests of the taxpayers.

The promotion of efficient liquid and fair capital markets is es-
sential to carrying out that mission. Direct participation in the fi-
nancial markets gives Treasury a unique perspective from which to
make public policy concerning those markets.

The broader scope of my new position to advise the Secretary on
matters concerning the financial markets will still have that foun-
dation, and I hope that will give my counsel a real-world perspec-
tive.
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I also believe that Treasury has a special duty to highlight the
connections between Main Street and Wall Street. The savings of
average Americans invested in companies’ stocks or in cities’ bonds
has not only benefited those savers, but it has built our economy.

Treasury can and must support the vibrant financial markets
which are the foundation of our country’s growth and prosperity.
Our financial markets are a source of competitive strength in the
global economy and they must continue to improve and innovate to
suf)port us into the next century.

would be happy to answer any questions that the committee
might have.

[Mr. Bradbury’s prepared statement appears in the appendix.]

The CHAIRMAN. £et me start out, if I may, Ms. Bradﬁury, by the
three g&andard questions that I will ask each of the people who ap-
pear today.

Is there anything ﬂyou are aware of in your background which
might present a conflict of interest with the duties of the office to
which you have been nominated?

Ms. BRADBURY. No, sir.

The CHAIRMAN. Do you know of any reason, personal or other-
wise, that would in any way prevent you from fully and honorably
discharging the responsibilities to the office to which you have been
nominated?

Ms. BRADBURY. No, sir.

The CHAIRMAN. And do you agree, without reservation, to re-
spond to any reasonable summons to appear and testify before any
duly-constituted committee of Congress, if you are confirmed?

Ms. BRADBURY. Yes, sir.

The CHAIRMAN. In mid-November, the Treasury identified two
separate accounts that would be liquidated to avoid default. About
$21.5 billion of the Thrift Saving Fund had the option of being
cashed, along with about $39.8 billion of the Civil Service Retire-
ment Fund. ‘

W‘lﬁ' did Treasury try to spook the markets with the specter of
default when it knew it had available the option all along? If next
month you really need Congressional authority, why should Con-
gress believe the Treasury?

Ms. BRADBURY. Well, Mr. Chairman, the Secretary began writing
to Congress about the debt limit last July, indicating that we ex-
pelc):;ed, based on our forecasts, te hit the debt limit around late Oc-
tober.

And, as we neared that date, we continued to communicate with
C&r}gress, whether through letters or meetings with you, sir, and
8 of the relevant committees, to try to indicate the sort of ex-
traordinary actions that might be necessary if we were unable to
get a clean debt limit bill.

The two funds that you mentioned, the so called G-Fund of the
Federal Employees’ Retirement System and the Civil Service Re-
tirement Fund both have special authorization that was delegated
to the Secretary of the Treasury by Congress almost 10 years ago,
signed into law by President Reagan. They were specifically de-
signed to provide debt management capacity to the Treasury when
we were really nearing default and nearing a very difficult situa-
tion.
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The Secretary believed that it was possible, perhaps until the
last moment, that we, in fact, might get a debt limit extension and
the determination that he had to make in order to enable the dis-
investment in part of those funds, depended very much on the facts
that were available or that existed at the time of that determina-
tion. He, in fact, did not make that determination until the night
before the disinvestments were authorized.

The two funds in question are designed to protect the bene-
ficiaries. There is an automatic restoration of interest written into
the laws if this sort of action was ever deemed necessary.

The Secretary stated he felt the actions were necessary to avoid
default. We will try to continue to communicate with the committee
anddother members of Congress about these issues as we move for-
ward.

I might just add that President Clinton, as well as Secretary
Bentsen and the Commissioner of the Social Security Administra-
tion, have really emphasized their commitment to not using the So-
cial Security fund, in particular, which you mentioned. sir, for any-
thing other than ensurin%‘beneﬁts of Social Security recipients.

The CHAIRMAN. Does Treasury have any plans for further dis-
investment to avoid default, and if so, what do they entail?

Ms. BRADBURY. To the best of my knowledge, the Secretary has
not made any additional decisions or decided on any final actions.
The actions that he took on November 15th, we believe, based on
our forecasts, should be sufficient to take us until late December.

If we get to that point without an increase in the debt limit, then
there are other measures that the Secretary has said that may be
available. We would be sure to consult with this committee and
other members of Congress before taking any such actions.

The CHAIRMAN. Now, I understand through newspaper reports
that the Department of Labor has recently been investigating the
integrity of 401(k) plans in the private sector. This investigation
has apparently exposed a number of instances where 401(k) plans
have geen raided by employers for any number of reasons. Such a
practice is, of course, illegal and I think the administration is right
to find it out and stop it.

My question is, do you think that the Treasury Department’s
raiding of Federal Employees’ Retirement Trust Funds in order to
avoid signing the debt ceiling recently sent by Congress, is at all
inconsistent with this enforcement effort? It seems, in a way, that
it is another example where the government has one set of rules
for the private sector but another for itself. Would you comment?

Ms. BRADBURY. Thank you. Mr. Chairman, I would agree that
protection of private pension savings is a pretty critical issue. Obvi-
0111315(11, ctlhe Labor Department’s efforts in that area are to be ap-
plauded.

I would draw a couple of distinctions, and important ones, I
think, between those sorts of nefarious activities and the statu-
torily-authorized actions that the Treasury took. The first, is that
in fact we are specifically authorized under these statutes to take
the sort of actions that we took in order to prevent the default if
there is a debt limit impasse.

The second, is that the beneficiaries of the funds are not threat-
ened in any way by the actions we took. The principal, the corpus,
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if you will, of the funds is intact, a portion of it is currently not
invested.

But the third issue, is that that investment and the loss of inter-
est income which may be occurring now is automatically to be re-
stored when the debt limit impasse ends. We are required to do
that under the statute. We calculate that every day and we will ob-
viously do that as soon as we can.

So, I think those issues do distinguish the two situations.

The CHAIRMAN. That does, in a sense, however, bring me back
to my earlier question as to, if you had that authority, why was
that not made clear to the Congress at an earlier date?

Senator MOYNIHAN. I think Senator Bradley was first.

The CHAIRMAN. Senator Bradley. I apologize.

Senator BRADLEY. Mr. Chairman, mechanically speaking, I sim-
ply wanted to be here today to hear the testimony of these three
witnesses and strongly support their confirmation. I think the an-
swer to the last question indicates a level of competence and under-
standing, frankly, that is really quite helpful for us because we con-
stantly get our wires crossed. I think that is an excellent answer.

But I wanted to be here, especially, as well, to pay tribute to Joe
Gale, who I understand has already been confirmed and now has
a 15-year term, and here I am, and here you are, and all of us only
have 6-year terms. So maybe he knows something we do not. But
I simply wanted to salute his service to this committee and to the
people of New York and to the people of the country.

I think it has been an extraordinary run and he has performed,
I think, with great ability, great personal dedication, a good spirit,
trustworthiness, and he is a quality person that we will miss great-
ly. I just wanted to say that on the record to him. I know that Sen-
ator Moynihan has probably said it more eloiv{xlently than I, but at
least I wanted to have my voice right there behind his.

The CHAIRMAN. Thank you, Senator Bradley. We appreciate your
coming down for this reason.

Senator Moynihan.

Senator MOYNIHAN. Mr. Chairman, I would share with Senator
Bradley the thought that we heard a good and clarifying answer
to your perfectly legitimate chestions, and I will not take the com-
mittee’s time at this point. But we probably ought to be thinking
a little more systematically than we have done. I believe the Fed-
eral Government has run out of funds eight times in the last 15
years, having never previously done. Debt management has been
Politicized on both sides, in both parties, in four administrations,
eaving Treasury officials with lots of difficult duties they would
just as soon not have.

But, congratulations.

The CHAIRMAN. Thank you, Senator Moynihan.

Senator Chafee?

Senator CHAFEE. Mr. Chairman, I would just like to digress for
one moment, if I might, to alert the committee to a problem that
I think has arisen. In this Lobbying Disclosure Act that has al-
ready passed the House, now passed the Senate, and is going to the
President and undoubtedly will be signed, there are certain provi-
sions dealing with the USTR. The provisions ban an individual
nominated to be USTR or Deputy USTR from ever having rep-
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resented any foreign interest in dealinf with the United States in
trade disputes, and also bans individuals, upon leaving the position
of USTR or D?uty USTR, from ever representing nations other
than the United States in a trade matter. I just think a provision
like that is going to cut off our ability to attract good people to
those positions. I have not Fone into great detail on the exact spe-
cifics of the provisions, but I am just pointing out some of the prob-
lems that I envision are going to arise.

This has nothing to do with Ms. Bradbury; she is innocent in
that matter. But 1 think these provisions are draconian, and I
think it is going to come back to haunt us at some time. I would
just like to plant the seed amongst members of this committee who

ave always been thoughtful on these matters, and suggest that it
behooves us to look into this issue and give some thought to trying
to untangle this thing for the future.

The CHAIRMAN. I share that concern expressed by Senator
Chafee. I fear there are a number of things that we have done that
fall in that same cat&;ory.

Senator CHAFEE. Well, there is a head of steam built up on this
one. I understand that yesterday in the House there was an
amendment that just barely failed that would have extended the
restrictions to the I.T.C. and the Secretary of Commerce. That
amendment failed 204 to 221. And I think it failed, not because of
its content, but because they did not want to adopt amemdments
that would delay the bill by sending it back to the Senate. Again,
this issue is extraneous to this hearing today, but the whole thing
disturbed me greatly.

Ms. Bradbury, back to you. I find the idea of default of our obli-
gations in this Nation absolutely unthinkable, So what the Sec-
retary did, I think, was what he had to do, and, indeed, it was not
the first time it has been done. We have borrowed from these funds
before, as I understand it; is that correct?

Ms. BRADBURY. Yes, sir.

Senator CHAFEE. I really have some question as to why we have
this statutory debt limit to start with. I mean, we go through this
perils of Pauline, certainly several times since I have been here,
particularly when you have the Congress being of a different Party
than the President, either way—we have seen it the other way
plenty of times—it is not one Party that has been guiltless in this
matter of sending loaded debt ceiling increases up with extraneous
matters on them, figuring they would put the President in a jam
and he has got to sign it.

So what do you think if we got rid of the debt limit ceiling?

Ms. BRADBURY. Well, boy; it sure would make my job easier, but
it is probably not your primary concern as you look at these kind
of critical issues. The CBO put out a very interesting report this
summer where they looked at the issues and they used the term,
calling it an anachronism, which was interesting.

The Secretary has tried to draw the distinction in the debate
that we have been having over the last several months, that the
debt limit really has nothing to do with the deficit or with bal-
ancing the budget, and that the debt limit is really almost a tech-
nical delegation of authority from the Congress to the Treasury,
and it enables us to do the financing that we need to do to pay for
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programs that were authorized 20 years ago, 10 years ago, last
year.

It is not really very much about the future and the important is-
sues that you gentlemen are struggling with now about how to bal-
ance the budget and how to bring the deficit down.

So, I do not know that we have a clear proposal about what we
would suggest at this time in the administration, but I think it is
fair to make the point that the debt limit does complicate debt
management, it requires us and has required many of my prede-
cessors to veer from our orderly financing programs, and because
of that it obviously entails cost to the taxpayers. So anything that
you all could do to try to smooth our ability to manage the public
debt, I think, would be of a real great benefit.

Senator CHAFEE. Well, I agree with everything you have said. I
mean, what the debt ceiling is, is a question of, are you going to
pay the bills that you have incurred, or are you not? It has nothing
to do with holding down expenditures because these are, as you
say, expenditures we have made or we have committed to.

So, Mr. Chairman, regrettably, I have to go. I want to thank you
for holding this hearing. I want to commend the young children I
see in the audience. This is not the most gripping experience they
have every had in their lives, and I think they have been very, very
patient, all of them, although I see your son yawning, and justifi-
ably so, probably. [Laughter.]

Senator CHAFEE. Thank you, Mr. Chairman.

Senator MOYNIHAN. Mr. Chairman, before Senator Chafee leaves,
could I just make the point that we may have had a useful ex-
change here about this subject. The CBO did, in fact, call this mat-
ter an anachronism this summer.

It made the point that, while the debt ceiling may have been an
effective devise for controlling spending when there were annual
appropriations, we are reaching the point where only about one-
quarter of Federal outlays are discretionary and the others are
manlcllatory. The debt ceiling, in that context, just does not help you
at all.

Senator CHAFEE. Thank you.

The CHAIRMAN. Just for purposes of clarification, it is my under-
standing that on previous occasions in the 1980’s when they drew
these trust funds, they were disinvested only to pay benefits to its
beneficiaries. Is that correct?

Ms. BRADBURY. It is my impression that the G-fund, the one that
we mentioned, some people call it the Thrift Savings Plan, has
been disinvested in the past. Essentially, the securities in that fund
mature every single day and new securities are issued. So when
you are actually at the debt limit and you cannot sell securities,
in the past Treasury has not been able to sell the full amount of
securities that would have fully invested that fund.

The statutory authority that I referred to earlier was given to the
Treasury, I think in one case in 1986, and the other in 1987, so
prior to that time there would not have been any of this sort of dis-
investment that I have described this morning. Certainly this com-
mittee, and I know Senator Moynihan is aware, is aware of some
disiméestment related to the Social Security Fund that oc-
curred——
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Senator MOYNIHAN. Don't brave that now.

Ms. BRADBURY. Please, really. I gather my predecessor received
death threats at the time, and his grandma was really upset, too.
So, it is not something that the Treasury Department is con-
templating at all. The trust funds are there for the purpose of pay-
ir;f benefits to the beneficiaries, except where Congress has specifi-
cally provided us with debt limit management authority.

The CHAIRMAN. Well, thank you for being here today.

_ It is now my pleasure to turn to Mr. Jeffrey Shafer. Mr. Shafer

is being nominated for the Under Secretary of the Treasury for

International Affairs. It is a pleasure to welcome you, and I invite

%'00(111 to introduce any members of your family if there are any here
ay.

STATEMENT OF JEFFREY R. SHAFER, TO BE AN UNDER
SECRETARY OF TREASURY FOR INTERNATIONAL AFFAIRS

Mr. SHAFER. Thank you, Mr. Chairman, and Senators. I would
like to introduce my wife, MaryLou, who is sitting over here.

The CHAIRMAN. Welcome.

Mr. SHAFER. I also have two daughters, of whom I am very

roud. Neither of them could be here today because one is engaged
in her studies as a first-year student at the Harvard Business
School, Lara, and my younger daughter, Karen, is in her last year
as an undergraduate chemistry major at Princeton. So they are
very busy with their own activities, but I am very proud of them.

Mr. Chairman, I am honored to be here today as President Clin-
ton’s nominee to be Under Secretary of the Treasury for Inter-
national Affairs. If confirmed, I look forward to continuing a career
in public service which began with a military tour in Vietnam, and
subsequently included years of service with the Federal Reserve
system and the Organization for Economic Cooperation and Devel-
opment.

For the past two and a half years, I have served as Assistant
Secretary of the Treasury for International Affairs and I have had
the privilege of working closely with former Secretaxay Bentsen,
your former Chairman, and Secretary Rubin, on a wide range of
international economic issues.

A few weeks ago at the annual meeting of the World Bank and
the International Monetary Fund, President Clinton commented
that interdependence among nations has grown so deep that, lit-
erally, it is now meaningless to speak of a sharp dividing line be-
tween foreign and domestic policy. That is why we put a strong em-
phasis both on strengthening our economy at home and on securing
economic opportunities abroad.

Over the past two and a half years we made great strides on
both fronts and, if confirmed as Under Secretary, I look forward to
working closely with this Congress and with Secretary Rubin to
continue our progress. The Under Secretary of the Treasury for
International Affairs is charged with managing a wide array of is-
sues that help promote the economic and financial well-being of the
Ulited States.

If confirmed, some of the areas that will be priorities for me in-
clude building on the progress we have made through cooperation
in the G-7 to strength global demand, implementing the reforms
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agreed upon at the Halifax Summit last summer, to strengthen the
capacity of the international monetary system to cope with finan-
cial instability.

I would like to continue supporting the integration of transition
economies of Central Europe and the former Soviet Union into the
world economy, encouraging market-based sustainable development
through U.S. participation in the multi-lateral development banks,
and sustaining efforts to open foreign murkets to U.S. goods and
services.

I would like, if I may, to take a minute to expand on this last
point because it is a high priority for Treasury. That is, the pro-
motion of open and integrated financial markets. .

We have been working towards the goal of open financial mar-
kets on a number of tracks, including the Summit of the Americas,
APEC, bilateral negotiations with countries like Japan, and the
World Trade Organization. As you know, we joined in a multilat-
eral agreement on financial services under the auspices of the
World Trade Organization last July. '

This agreement is a good one for American firms. It locks in our
access to the most important markets today and lays a base of com-
mitments from others. But too many countries maintained impor-
tant limitations on market access, and for this reason we reserved
{;)he_option of granting future access to our markets on a reciprocal

asis.

We will continue to press for liberalization and we will prepare
to engage in new negotiations scheduled for 1997 because our ob-
jective is to expand opportunities for our highly-competitive finan-
cial services firms.

Mr. Chairman, let me reiterate that I am deeply honored to have
been nominated for this position and that, if confirmed, I will work
conscientiously for the American people to achieve the goals that
I have set out here today. I want to stress that I am committed
to working closely with you in this endeavor.

The CHAIRMAN. Thank you, Mr. Shafer. Let me start out by ask-
ing you the three standard questions.

Is there anything you are aware of in your background which
might present a conflict of interest with the duties of the office to
which you have been nominated?

Mr. SHAFER. No, Mr. Chairman, there is not.

The CHAIRMAN. Do you know of any reason, personal or other-
wise, that would in any way prevent you from fully and honorably
discharging the responsibilities of the office to which you have been
nominated?

Mr. SHAFER. No, sir.

The CHAIRMAN. Do you agree, without reservation, to respond to
any reasonable summons to appear and testify before any duly-con-
stituted committee of Congress, if you are confirmed?

Mr. SHAFER. Yes, sir.

The CHAIRMAN. Let me ask you, Mr. Shafer. As a result of the
peso crisis, Mexico continues to face severe financial difficulties
that also have affected our trading relationship. Can you give us
an update on the situation in Mexico and your prognosis?
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Mr. SHAFER. Mexico has made substantial progress in stabilizing
its financial situation since it went into deep crisis last December.
It has done so with the support of the U.S. and the international -
community through the International Monetary Fund. It has re-
turned to the international financial markets.

Although Mexico has moved into a very deep recession and it has

been a very difficult adjustment, there are signs that its economy
is beginning to pick up. Employment has resumed growth in Mex-
ico over the last several months, industrial production has turned
up from its low, and, looked at on a seasonally-adjusted basis, out-
put in the third quarter is up over the second quarter. In. fact, U.S.
exports to Mexico in our most recently monthly data have turned
up.
So, there are substantial improvements, but it is still a very dif-
ficult situation. They have a lot of difficult times still ahead. We
have certainly seen—it is not uncommon in stabilizations—some
shakiness in the financial markets in recent weeks. They have re-
sponded by staying with their tough policies and we see signs that
this is beginning to calm down the situation.

So there has been a lot of progress, but this is still certainly a
very difficult time for our near neighbor and third-largest trading
partner.

The CHAIRMAN. I would like to turn to a different area, Argen-
tina. I am very much concerned by the Argentine government'’s fail-
ure to enact laws providing adequate and effective protection of
U.S. intellectual property rights, particularly in the area of pat-
ents.

In light of this failure, would you advocate within the adminis-
tration the use of the available trade remedies against Argentina,
including revocation of its eligibility for benefits under the General
Systems of Preferences?

Mr. SHAFER. This is a very important issue, Mr. Chairman. Intel-
lectual property is one of our most important assets in this country.

The CHAIRMAN. I agree.

Mr. SHAFER. Certainly Argentina has failed to meet commit-
ments that it has made to the United States on two occasions in
the past. It is a matter of deep concern and certainly something on
which an appropriate response from us, I think, is going to be nec-
essary.

The situation is in flux. In fact, the efforts of the government of
Argentina to, I think, deliver on their commitments have been
made more difficult by their Congress’ refusal to pass the appro-
priate legislation. Even now, one House of their Congress has gone
back on the legislation it passed before. So the situation is in flux
and is a matter of great concern, and I certainly would advocate
an appropriate response.

The CHAIRMAN. But you are not willing to say what that would
be at the present time.

Mr. SHAFER. Well, the response is certainly being looked at very
closely at this time.

The CHAIRMAN. I have one more question. I understand that the
Japanese Ministry of Finance is in the process of preparing regula-
tions for the implementation of the new insurance law.
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I am concerned about reports that the Finance Ministry has not
yet achieved deregulation in the primary areas, and yet is proceed-
ing with changes in the third sector, which are inconsistent with
the objectives of the U.S.-Japanese Insurance Agreement.

In light of the Treasury Department’s close institutional relation-
ship with the Japanese Ministry of Finance, are you concerned
about these reports? What steps will Treasury take to help ensure
that the U.S. negotiating objectives are actually realized?

Mr. SHAFER. We are quite strong-in our conviction that Japan
must live up to the agreements that it has made to the U.S. in all
areas, and the financial services area is of particular interest to the
Treasury.

We are looking into the concerns that have been raised, working
very closely with the USTR, and will be fully supportive of the
USTR in our administration’s efforts to ensure that Japan follows
through fully with the commitments that it has made in the insur-
ance agreement.

The CHAIRMAN. Senator Moynihan.

Senator MOYNIHAN. Thank you, Mr. Chairman. I will address
these remarks, if I may, to Mr. Lipton as well as Mr. Shafer. On
the subject of Mexico, which you raised, nothing very specific in the
way of a question, but to say to you that, for my part, at least, I
have been increasingly troubled by the seeming incapacity in the
Treasury Department to understand that Mexico is not Canada
and that they are, as indeed Mr. Shafer said, our near neighbor
and our third-largest trading partner.

But they are also an authoritarian state, Marxist in its early ori-
entation, increasingly corrupted in a mode that seems to be a pat-
tern in the latter stages of the disintegration of a Marxist-Leninist
state. This was never completely a totalitarian state, but it was
ve{'vy close.

hen you try to discuss this matter with Treasury officials, their
view has been that that is no look-out of theirs, that we do not deal
in the nature of the regimes. We do not think that way, we think
markets, and we think this, or we think that.

In consequence of which, we had fantastic ideas about Mr. Sali-
nas. He was going to be head of the World Trade Organization. I
mean, I think it is something to do with having gone to Harvard.
If any of those people went to Harvard, then everything else was
different in our view. How could they not be a good fellow if they
had gone to Harvard? Indeed, Mr. Salinas had gone, and did a dis-
sertation under a former colleague of mine.

But that did not make them any less an authoritarian rgf'ime.
It did not make them any less a regime in which Mr. Salinas’
brother would have $82 million in a Swiss bank account which his
wife would be trying to make withdrawals from, make it any less
a regime—which is partly our fault, in this case—in which I read
in the Times this morning that, “The entire Federal police detach-
ment in the State of Baja, California has been transferred after
failing to intercept, and possibly even helping, narcotics traffickers
who landed a passenger jet loaded with tons of cocaine on a dry
lake bed, the authorities said.” I mean, they had the entire Federal
police force in lower California transferred. They are not under ar-
rest.
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We ended up with a fiscal crisis in which we had to put up—how
much did we have to put up, Mr. Shafer?
blll:/.Ir. SHAFER. We now have loans outstanding to Mexico of $11.8

illion.

Senator MOYNIHAN. $11.8 billion. In the aftermath of an elec-
tion—which was probably stolen, but it does not make any dif-
ference, they are always stolen—there has been one Party continu-
ously in power in Mexico since 1928. No other nation on earth can
say that. It has been venomous in much of its foreign policy to-
wards the United States. It is clearly in a state of crisis of some
kind. Treasury does not seem to know or care, as if it is none of
its business.

Can I ask, can we hope that you will take seriously some of the
questions that we have put to you in this matter? Obviously you
are going to have to say yes.

Mr. SHAFER. Senator, you raise, I think, very important points
about the relationship between politics, society, and economics, and
certainly we cannot, and I do not think we have, ignored or dis-
counted the context in which economic development of finance
takes place in Mexico.

It is a very difficult situation. We see a country that is seeking
to make a transition and a transformation, to put behind it——

Senator MOYNIHAN. I constantly hear that. Who says so? Do we
know it because they send us little messages from time to time?

Mr. SHAFER. Well, they have said so. It is a very difficult and
tough process and-—

Senator MOYNIHAN. Well, of course they say so. What do they do?
They allowed one state to elect a non-PRI Governor. That is the
third such state in 75 years.

Mr. SHAFER. There are other things that have happened, too. I
think economic difficulties have made it more difficult to put the
time and energy into political reform that is required and it is one
reason why I think the economic stabilization is so important.

Senator MOYNIHAN. Well, I will not press it, but I would just ask
you to start thinking a little harder. Economic difficulties have dis-
tracted energies that otherwise would go to political reform. Eco-
nomic difficulties are a consequence of the political system.

Mr. SHAFER. I think that is certainly correct, Senator. We cer-
tainly have, and will, seek to think hard about this issue. We
would be pleased to discuss these issues with you further. I have
read your ideas on this that you have put forth.

Senator MOYNIHAN. They are not very developed ideas, it is just
the first thoughts that would come to anyone’s mind when you see
what kind of regime you have there. I mean, I made the point that
when Trotsky had to flee the Soviet Union he did not go to Paris,
where failed revolutionaries are supposed to go, he went to Mexico
City, where his home is still a shrine. I am just saying that that
is a mind set. Mexico City is not Ottawa. I will leave it there.

Mr. Chairman, could I raise a question which I have not had a
chance to talk with J'ou about and would normally have done? It
does arise. In yesterday’s Washington Times, there is a story. I am
going to have tc ask you about it. “IMF Aide to Moscow Paid Ames,

"CIA Says.” -
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The opening paragraph says, “Russia’s intelligence service used
International Monetary Fund cash and other Western aid money to
pay KGB mole Aldrige Hayes Ames for his last batch of secret doc-
uments, according to a classified CIA report.” It goes on to describe
in great detail, “They’re clean,” Ames quoted KGB officer Yuri
Koretkin, as saying of the bills,

The KGB officer said the cash came from “aid flowing into Russia
from the International Monetary Fund and other official sources.
IMF gave Russia $1.5 billion in credits in 1993, and about $1 bil-
lion in 1992. The United States contributed about one-third of all
IMF funds.”

This is something we cannot just say, oh, well, that is what hap-
pens with the IMF, the KGB gets their money. I mean, the United
States should not be providing the KGB money to corrupt Amer-
ican intelligence officers.

How are we going to find out about this? What do you do when
you pick up the paper and it says, “according to a classified CIA
report?” Could you tell us anything about this and could you give
us some guidance about what we might learn here?

Mr. SHAFER. At this stage, I cannot tell you very much more
than is in that article about that specific allegation, and certainly
we will try to find out what basis there is in it. Perhaps David
Lipton may be able to tell you a bit about what we do know at this
point.

Mr. LIPTON. Yes. First, as you mentioned, the IMF began to
make loans to Russia in 1992, which was towards the end, a year
and a half before Mr. Ames was apprehended. Money is fungible.
It is, of course, possible that, in a sense, by providing Russia with
a greater amount of funds it helped them finance activities that we
would not approve of.

There are controls over the use of IMF money. It goes to the
Central Bank. These accounts are monitored by the IMF. If you
look at it in a narrow sense, the international reserves of the
Central Bank of Russia are higher than all of the borrowings that
they have had from the IMF, so in a sense, all of the money that
they have ever borrowed from the IMF is still on hand there at the
Central Bank.

Senator MOYNIHAN. Well, I wonder if I could put it this way. The
validity of this story is not settled. We do not know that there was
such a report. You can find out.

Could I ask you to find out, ask Dr. Deutch?

Mr. SHAFER. Sure.

Senator MOYNIHAN. Give a report to the Senate Select Commit-
tee on Intelligence that would be available to members of this com-
mittee in the normal course of events.

Mr. SHAFER. We will undertake to do that.

Senator MOYNIHAN. Would you do that, sir? It is something we
ought to know about if we can.

Mr. SHAFER. I certainly agree that we need to know, on an ap-
propriately confidential basis, what has happened here.

Senator MOYNIHAN. Thank you very much.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Breaux.
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Senator BREAUX. Thank you, Mr. Chairman. Thank all of our
nominees.

Mr. Shafer, I would like to ask you a couple of questions. I know,
from your very impressive resume and your long history of public
service which has been outstanding, that part of your service is as
a member of the Board of Directors of OPIC, the Overseas Private
Investment Corporation.

Mr. SHAFER. That is correct.

Senator BREAUX. How long have you been there?

Mr. SHAFER. I have been in that position since I assumed my
current duties at Treasury in 1993.

Senator BREAUX. I take it you plan to continue in that capacity
in your new position. .

Mr. SHAFER. Either I will continue in that capacity or it will be
passed to Mr. Lipton, if he is confirmed. That is unsettled at this
point.

Senator BREAUX. What I wanted to ask you about are particular
actions of OPIC which I find to be very disturbing. And, as a board
mem(l;er that oversees OPIC, I hope that you will be able to re-
spond.

On October 10, 1995 of this year, OPIC sent a letter to Freeport-
McMoran, Copper & Gold, which is a Fortune 500 company and
one of the largest companies doing business in the State of Louisi-
ana canceling their OPIC insurance of $100 million, doing business
in the country of Indonesia.

OPIC cited they did it because of substantial adverse environ-
mental impacts and denied all further coverage. Towards the end
of the letter, OPIC said to Freeport-McMoran, Copper & Gold Com-
pany that if you would like to talk to us, you can come in and ex-
plain your side of the case, in essence.

I find that a very poor way for an organization like OPIC to do
business, in the sense that they notified the company they were
being terminated. That letter leaked out into the public, having ef-
fects on a public corporation that is publicly traded. Then OPIC
says, well, you can come in and tell us your side of the story if you
would like to.

Now, can you tell me what you know about that transaction?

Mr. SHAFER. The original loan insurance coverage was granted
before I was a member of the board. I do know, from cases that
I have seen and the policies of the board, they do reflect legislation
which requires OPIC to ensure that the projects it supports do not
do major environmental damage. The board has delegated to the
management of OPIC the administration of contracts once they are
approved. It was a management action that you referred to.

As a member of the board, I was notified that this had been done
once, as you said, the matter became public. I understand that the
issue is now in arbitration, that it is a contract dispute. It is a
question of the terms of the contract and whether they have been
complied with or not. I am not in a position to pass judgment about
that, but I hope that the arbitration process will lead to a satisfac-
tory outcome on that point.

As to the way it was handled, I would have to go back and re-
view that for myself and I would certainly be happy to work with
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you further to ensure that this and future cases are dealt with in
an appropriate way.

Senator BREAUX. The Indonesian Ambassador to the United
States, Arasans Suregar, has raised a very strong letter of concern
about OPIC's actions. He essentially said, if the grounds behind the
cancellation were the environment, it would be a slap in the face
to Indonesia because they indirectly hint that the country of Indo-
nesia, which regulates these foreign companies doing business in
their country, tolerated or condoned activities.

In fact, the President of Indonesia, President Sohartu, personally
raised this exact point with President Clinton during a meeting
here in Washington on October the 27th. Are you aware of the
country of Indonesia since international commerce is under your
domain?

Mr. SHAFER. I am aware of the country, and I have visited it sev-
eral times.

Senator BREAUX. Not of the country, but are you aware of what
the Ambassador and what the President have said, and what would
our response be?

Mr. SHAFER. Well, as I say, at this point we need to establish the
facts, I think, of what has happened with respect to the terms of
the contract. That is happening in an arbitration process. I think
you have raised the other issue about the way it has been dealt
with, which I think I will have to explore.

Senator BREAUX. Of course, OPIC has taken the position, have
they not, that the insurance is canceled pending the arbitration?

Mr. SHAFER. They have canceled the insurance. I am not certain,
Senator, of its status now that they have entered the arbitration
process.

Senator BREAUX. I will tell you that OPIC’s position is that it is
canceled.

Let me ask you another couple of questions. What contacts or
meetings, to your knowledge, took place between OPIC and non-
governmental officials prior to the October 27th letter citing this
particular issue?

Mr. SHAFER. I would not be in a position to know what contacts,
if any, have taken place between the OPIC management and other
groups.

Senator BREAUX. As a member of the board of directors which
oversees OPIC, are you in a position to find out if any third party
contacts were made to OPIC in support of or in argument against
the cancellation prior to the OPIC decision.

Mr. SHAFER. I certainly can inquire.

Senator BREAUX. Can you supply that information?

Mr. SHAFER. I can supply any information that I am able to get.
I can certainly come back to you with that.

Senator BREAUX. Is there a reason why you, as a board of direc-
tors member of OPIC, would not be able to find that information
from the group that you oversee as a board member?

Mr. SHAFER. I would think not, but all I can do is promise you
to make my best efforts and use all the authority that I have in
that effort.
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Senator BREAUX. I think it is going to be important, because I
do not know that I am going to be able to cast an intelligent vote
on your confirmation until we have that information.

Mr. SHAFER. I take note of that, Senator.

Senator BREAUX. A final question. Does OPIC, when they provide
insurance to a company doing business in a foreign country, as a
policy, require that the laws of the country where the activity is oc-
curring be the laws regulating that activity or do they require that
the laws of the United States somehow be superimposed over the
resident country?

What I am asking is, does OPIC say that when an American
company gets insurance to do business in Indonesia, for example,
do the environmental laws of Indonesia apply or do the environ-
mental laws of the United States of America apply?

Mr. SHAFER. OPIC, of course, expects any project that it supports
to comply with local laws, but it also has a legislative requirement
to assure, by the terms of the contract, that the projects it supports
do not do substantial environmental damage. So, that is a contrac-
tual term in uaddition to the expectation that local laws would be
followed.

Senator BREAUX. All right. What I would like from you as a
board member of OPIC, so we will understand each other, is to find
out whether nongovernment officials, i.e., third parties, made con-
tacts prior to the OPIC letter of termination or cancellation of this
insurance and if so, who were they?

Mr. SHAFER. I will certainly undertake to do that, Senator.

Senator BREAUX. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Breaux.

I think that is all the questions for you, Mr. Shafer.

Now, Mr. Lipton, it is a pleasure to welcome you. You are a
nominee to be Assistant Secretary at Treasury for International Af-
fairs. We look forward to your comments.

STATEMENT OF DAVID LIPTON, TO BE ASSISTANT SECRETARY
OF TREASURY FOR INTERNATIONAL AFFAIRS

Mr. LipToN. Thank you, Mr. Chairman, Senator Moynihan, Sen-
ator Breaux. I am honored to be here today in connection with my
nomination to be Assistant Secretary for International Affairs of
the Treasury. I appear before you today with Jeff Shafer, whose
high standard as Assistant Secretary { w~ill emulate if I am con-
firmed.

I am honored that President Clinton and Secretary Rubin have
expressed their confidence in me by nominating me for this impor-
tant gosition. I am especially pleased to have my wife, Susan Gal-
braith, and my daughters, Anna and Sasha, here with me today.
My son Gabriel, who is two, wanted very much to be here, but we
de(iilded it was in everybody else’s best interest that he sit this out
at home. .

The CHAIRMAN. Would you have your family please stand?

Mr. LIpTON. Yes. My wife and children are here.

The CHAIRMAN. Two very pretty girls.

Senator MOYNIHAN. Those young ladies have been taking pic-
tures. We saw you.
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The CHAIRMAN. Welcome. It is very nice to have you here.

Mr. LiPTON. Thank you.

For the past two and a half years, I have served at the Treasury
Department as De&uty Assistant Secretary for Eastern Europe and
the former Soviet Union. During this time, I have worked to design
and implement a policy of U.S. leadership in suppbrt of comprehen-
sive market-oriented reform in the economies in transition.

We have engaged the G-7 and the international financial institu-
tions in pursuit of multilateral backing for that historic trans-
formation. If confirmed, I will work to advance Treasurys five
major policy priorities: coordinating macroeconomic policy in the
G-7; implementing the reforms in the international financial insti-
tutions agreed upon at the Halifax Summit; supporting economic
transition in Central and Eastern Europe; encouraging sustainable
development, including through the multilateral devel?ment
banks; and continuing efforts to open markets to U.S. goods and
services around the world, including in the fast-growing Asian mar-
kets. Each of these goals is important to the United States because
growth and stability abroad means growth and stability at home.

I look forward to working with Congress and at the Treasury
with Secretary Rubin and Jeff Shafer to further these goals.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Lipton.

Our distinguished colleague from Illinois, please proceed.

Senator MOSELEY-BRAUN. Thank you, Mr. Chairman. As they say
at home, just outside of Chicago there is a place called Illinois.

The CHAIRMAN. Very good.

Senator MOSELEY-BRAUN. But I am here to express my strong
support for these nominees, and in particular for Mr. Shafer, who
is an Illinois native.

Unfortunately, Mr. Chairman, as you are aware, but I would like
for him and the other nominees to be aware, I cannot stay. I am,
unfortunately, one of the two members of this committee who serve
on the Whitewater panel as well, and so we are across the hall
doing that and I have to get back to that testimony.

But I did want to stop in to give my proxy and to say that I
strongly support these candidates. I think the President has done
very well by the country in nominating them.

The CHAIRMAN. Well, thank you. We appreciate your taking the
time to be here.

Mr. Lipton, is there anything you are aware of in your back-
ground which might present a conflict of interest with the duties
of the office to which you have been nominated?

Mr. LiPTON. No, Mr. Chairman.

The CHAIRMAN. Do you know of any reason, personal or other-
wise, that would in any way prevent you from fully and honorably
discharging the responsibilities of the office to which you have been
nominated

Mr. LipToN. No, Mr. Chairman.

The CHAIRMAN. Do you agree, without reservation, to respond to
any reasonable summons to appear and testify before any duly-con-
stituted committee of Congress, if you are confirmed?

Mr. LIPTON. Yes, sir.
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The CHAIRMAN. Mr. Lipton, the financial melt-down in Mexico
caught virtually everyone by surprise. What steps are the United
States and other countries taking to ensure that they are not
caught unaware by similar crises in the future?

Mr. LIPTON. Well, one of the things agreed upon at Halifax, and
one of the important steps that the United States has been working
towards and promoting, is to improve the international surveillance
of countries that might be slipping into difficulties.

There are several aspects of this. One, is that the IMF is develop-
ing new disclosure standards so that all countries can make public,
on a basis that everyone can understand, information about the
management of their macroeconomic policy and about financial de-
velopments. Of course, we hope that that will help stave off prob-
lems like what happened in Mexico, but there could be liquidity cri-
ses and other kinds of problems again.

An important initiative that we have been pursuing is to increase
the size of the General Arrangements To Borrow, a facility that the
IMF has had for some number of years, so that there is an ade-
quate amount of finance at the IMF to respond if another similar
crisis occurs. The United States cannot be the lender of last resort
for the world. The International Monetary Fund is supposed to
help overcome crises of the kind that happened in Mexico.

We are seeking to increase the size of the General Arrangements
To Borrow so that its real level, its size in comparison to the world
economy, is restored to what it once was, what it was in the early
1980G's, and we are trying to broaden participation in that so that
more countries contribute to it and the burden is spread-around
the countries that do contribute.

The CHAIRMAN. Thank you, Senator Simpson, for being here.

Senator SIMPSON. Yes, yes.

The CHAIRMAN. Earlier this year, the United States decided
against signing the WTO Agreement on Trade and Financial Serv-
ices. Is the United States currently undertaking any initiatives to
gain greater access to markets abroad for U.S. providers of finan-
cial services?

Mr. LiPTON. Yes. We remain very much engaged in discussing
the opening of markets around the world to U.S. companies that
engage in financial services. This effort is bringing benefits, and we
expect to go further.

I will say that I have not been directly involved in that. Jeff
Shafer has been our negotiator on that subject, and if you had
more specific questions about the progress that we expect in the
coming period, perhaps he would be better suited to answer that
than I am.

Mr. SHAFER. I would just add that it has been, and will continue
to be, a very high priority for us.

The CHAIRMAN. Well, I would hope so, because it is of critical im-
portance.

Senator Moynihan?

Senator MOYNIHAN. I just want to congratulate Mr. Lipton, and
all of our nominees, for the fine record of public service, and to note
with pleasure that you have been a Research Fellow at the Wood-
row Wilson International Center for Scholars, where you were
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working on the political and economic consequences of the transi-
tion in Russia and in Poland, which qualifies you all the more.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Simpson, do you have any questions?

Senator SIMPSON. Mr. Chairman, 1 was advised that you were
W(H'kéng on a rolling quorum, and I thought I would come and get
rolled.

The CHAIRMAN. You are about to be.

Senator SIMPSON. I am now going to defer and thank these good
people. I have looked at this list of nominees, and the reason I did
not present myself earlier is [ think they are a remarkable slate.
I thank you for helping me commit a rolling quorum.

The CHAIRMAN. Well, thank you for being here, Senator Simpson.

I think that completes the questions. Mr. Shafer, as Senator
Breaux requested, we will delay action on your confirmation until
you have the opportunity to supply the infzrmation he requested.

Mr. SHAFER. I will get back to him.
ft’l(;he CHAIRMAN. Then we will take action very promptly there-

after.

Thank f'ou very much. We appreciate your being here today.

We will now turn to the third panel. Our first nominee on this
anel is Melissa T. Skolfield, to be an Assistant Secretary of HHS
or Public Affairs. Let me welcome you once more, Ms. Skolfield.

Ms. SKOLFIELD. Thank you, Senator.

The CHAIRMAN. In fact, why do we not proceed and permit you
to make any comments you have at this time.

STATEMENT OF MELISSA T. SKOLFIELD, TO BE AN ASSISTANT
SECRETARY OF HEALTH AND HUMAN SERVICES FOR PUB-
LIC AFFAIRS

Ms. SKOLFIELD. Thank you, Mr. Chairman.

Before I begin, I would like to express my thanks to Senator
Bumpers, Senator Pryor, and Senator Breaux for their gracious re-
marks earlier this morning.

I would also like to take the opportunity to introduce the mem-
bers of my family who are here. My husband, Frank Curtis, my sis-
ter, Deirdre, and her husband, Tom Patterson.

The CHAIRMAN. Would you please stand? Yes. Thank you. It is
a pleasure to have you here today.

Ms. SKOLFIELD. Mr. Chairman, it is truly a privilege to be here
today. Having worked in the Senate for six years as Senator Bump-
ers’ Press Secretary, I am honored to apﬁear before this committee
as you consider my nomination to be the Assistant Secretary for
Public Affairs at the Department of Health and Human Services.

For the last 2 years, as Senator Bumpers mentioned, I have
served as Deputy Assistant Secretary for Public Affairs and cur-
rently serve as the Acting Assistant Secretary.

In that position, I have advised department officials on public af-
fairs matters, developed communications strategies for department
initiatives, and coordinated the activities of public affairs special-
ists throughout the department. I have also had the opportunity to
learn about the wide variety of departmental services and pro-
grams that help so many American families.
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Prior to joining Senator Bumpers’ staff I spent two years in the
House of Representatives as a Press Secretary to Congressman
Mike Andrews of Texas, while finishing a Master’s degree in Public
Affairs at George Washington University.

Before moving to Washington, I worked for a public relations
firm in Houston, where I obtained my undergraduate degree from
Rice University. Altogether, I have more than 15 years of experi-
ence in communications and public affairs, most of it gained while
working for the U.S. Congress.

If confirmed by the Senate, my goal as Assistant Secretary for
Public Affairs is simple: to help inform the American people about
the scientific discoveries, preventive health practices, and depart-
ipental programs that can help them lead longer and healthier
ives.

As you well know, Mr. Chairman, HHS and its many agencies
have an extraordinary impact on the lives of America’s citizens.
While the position to which I have been nominated is not a policy
making position, I believe our work to provide women with up-to-
date information about breast cancer, to help senior citizens recog-
nize the importance of an annual flu vaccine, and to help young
parents understand the risk factors for infant mortality, can have
a tremendous impact.

Should this committee act favorably on my nomination, I look
forward to continuing to work on issues like these with you and
your staff.

Mr. Chairman, this is a serious and inspiring challenge and I am
grateful for the (épfortunit to continue my public service at HHS.

Thank you, and | would be happy to answer any questions.

The CHAIRMAN. Ms. Skolfield, is there anything you are aware of
in your background which might present a conflict of interest with
the duties of the office to which you have been nominated?

Ms. SKOLFIELD. No, Mr. Chairman.

The CHAIRMAN. Do you know of any reason, personal or other-
wise, that would in any way prevent you from fully and honorably
discharging the responsibilities of the office to which you have been
nominated?

Ms. SKOLFIELD. No, sir.

The CHAIRMAN. And do you agree, without reservation, to re-
spond to any reasonable summons to appear and testify before any
duly-constituted committee of Congress, if you are confirmed?

Ms. SKOLFIELD. Yes, sir.

The CHAIRMAN. Senator Moynihan?

Senator MOYNIHAN. I just want to congratulate Ms. Skolfield,
and say that I thought your statement about some of your work in
this office is very impressive and need not consist solely of passing
out the Secretary’s speeches. They are good speeches, but there are
other things as well. I wish you well in it.

Ms. SKOLFIELD. Thank you. I appreciate that.

The CHAIRMAN. I just hope that you will keep Congressionally-
oriented in your new cgﬂacity.

Ms. SKOLFIELD. Thank you. I certainly intend to.

The CHAIRMAN. Mr. Williams, you are our final nominee today.
You have been nominated to be the Inspector General of the Social
Security Administration. You have a solid background in fraud and
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abuse as a Secret Service Agent, and in many other agencies of the
Federal Government.

Do you have family members here?

Mr. WILLIAMS. I do not, Mr. Chairman. Some health concerns
have prevented my family from joining me from out in Illinois.

The CHAIRMAN. I regret that they cannot be here, but I know
they wish you well.

Mr. WiLLIAMS. Thank you, sir. I am privileged to have a number
of friends and former co-workers with me today, and they are pro-
viding me with adequate support.

The CHAIRMAN. Well, we look to you for help in not only elimi-
nating waste and fraud within Social Security, but alsb to evaluate
the many programs in order to promote efficiency in the bureauc-
racy.

Do you have any comments you care to make, Mr. Williams?

Mr. WILLIAMS. I have a statement, if time permits, sir.

The CHAIRMAN. Please proceed.

STATEMENT OF DAVID C. WILLIAMS, TO BE INSPECTOR
GENERAL, SOCIAL SECURITY ADMINISTRATION

Mr. WiLLIAMS. Thank you, Mr. Chairman, and Senator Moy-
nihan. I appreciate the opportunity to come before you todag as the
nominee to serve as the Inspector General for the Social Security
Administration. The role of the Inspector General for SSA is ve
important and takes on significant challenges for me. I am bot!
willing and honored to assume this responsibility.

I believe that the 28 years that I have spent conducting and su-
yervising criminal investigations have provided useful preparation
or taking on such challen¥es. Those investigations often involved
financial crimes and other frauds perpetrated against the people of
the United States and were similar to the violations currently
being investigated at the Social Security Administration.

If confirmed for this position, Mr. Chairman, it will not be 12{
first involvement with Social Security or as an Inspector General.
In the late 1970’s, as a Special Agent for the Secret Service, I
worked undercover for a year in Southeast Chicago dgatherinf evi-
dence to arrest and prosecute criminal rings involved in the arge-
scale theft and forgery of Treasury checks and other financial in-
struments.

Several of the investigations involved employees of government
welfare organizations and postal employees who perpetrated fraud
and insider theft schemes. A good deal of that work also involved
Social Security and Supplemental Security Income benefit checks.
There is special satisfaction for me in bringing to justice people
who have stolen from funds that were set aside for the Nation’s
poor and disabled, and from trust funds of the Nation's elderly.

In related experience, I have served as both a Special Agent-in-
Charge in several cities, and as the Director of Operations for the
Office of Labor Racketeering at the U.S. Department of Labor.

In that capacity, I conducted and led hundreds of investigations
involving union health funds and pension funds that were being
raided by organized crime figures, the La Cosa Nostra, and Chi-
nese organized crime groups in New York City.
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I grew familiar with a host of criminal schemes for defrauding
large, vulnerable funds. I believe that the government’s presence in
this arena came to serve as an effective deterrent for criminals and
for employees who considered stealing from those funds. I believe
that kind of tough enforcement program can also have a positive
effect in protecting Federal Disability and Pension funds.

If my nomination is confirmed by you, I intend to work hard to
institute a strong and effective enforcement program to protect the
Federal funds set aside for the disabled Americans and the money
that Americans have contributed into the Social Security program.

The other positions I have held include service as a Supervisor
and Staff Investigator for the President’s Commission on Organized
Crime. In that capacity I personally conducted and supervised in-
vestigations into various criminal enterprises of La Cosa Nostra
and other groups involved in organized crime.

I have also served as the Director of the Office of Special Inves-
tigations for the General Accounting Office, during which time I su-
pervised and directed complex, and sometimes classified, assign-
ments for U.S. Senate and House committees.

Most recently, for the last 6 years, I have served as the Inspector
General for the Nuclear Regulatory Commission. In that capacity
I gained valuable experience in leading the organization’s audit ef-
forts to assure that the commission’s programs were operated effi-
ciently and effectively, and were free from fraud.

I also worked actively to assist the commission in implementing
the Government Performance and Results Act, an initiative begun
by you, Chairman Roth, in your previous capacity as the Chairman
of the Senate Government Affairs Committee.

To reiterate, the position of Inspector General at SSA carries

with it imposing challenges. It is one of the Nation’s largest public .

institutions, with 1,300 offices across the country. As an agency
that distributes over $330 billion in benefits annually, there is a
substantial potential to defraud SSA benefit programs.

If confirmed, my job will be to ensure that the SSA manages its
programs efficiently and effectively, and to protect the Social Secu-
rity trust funds from fraud and abuse. This is a job to which I
bring all of my experience, my energy, and my commitment to up-
hold the public trust.

Thank you very much. I would be pleased to respond to any
questions that you might have.

The CHAIRMAN. Well, thank you, Mr. Williams. You bring a
wealth of experience and background to this position. I do have the
three standard questions I want to ask of you.

Is there anything you are aware of in your background which
might present a conflict of interest with the duties of the office to
which you have been nominated?

Mr. WiLLIAMS. Nothing, sir.

The CHAIRMAN. Do you know of any reason, personal or other-
wise, that would in any way prevent you from fully and honorably
discharging the responsibilities of the office to which you have been
nominated?

Mr. WiLLIAMS. No, sir.

22-728 ~ 96 - 2
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The CHAIRMAN. Do you agree, without reservation, to respond to
any reasonable summons to appear and testify before any duly-con-
stituted committee of Congress, if you are confirmed?

Mr. WILLIAMS. Yes, sir. I would be very pleased to do that.

The CHAIRMAN. Senator Moynihan?

Senator MOYNIHAN. Yes. If I can just take a few extra moments
here, Mr. Chairman, to say to Mr. Williams, whom I congratulate
on all of the public service you have done and will now do, that this
committee, for a good 15 years, has been trying to persuade the So-
cial Security Administration to produce a counterfeit-resistant So-
cial Security card. The culture of that organization will not do it.

It goes back—you would need an anthropologist to really figure
this out—to the 1930’s, when the Social Security card was first is-
sued. The charge was made that President Roosevelt was issuing
an identity card in the manner of Nazi Germany.

That original little pasteboard card legend did say, on the bot-
tom, “Not To Be Used For Purposes of Identification.” That hangs
on, although it is now used almost universally. Social Security
g:lr_nbers are issued in maternity wards. You were in the Army, I

ieve.

Mr. WiILLIAMS. Yes, sir; I was. I served in Vietnam.

Senator MOYNIHAN. Yes. In Vietnam. I would not be surprised if
your d({g tag number was your Social Security number.

Mr. WILLIAMS. I was too old for that, but it later was rehabili-
tated to include that, and within a few years that became the case.

Senator MOYNIHAN. Yes. I mean, it is our identification number
for all manner and purposes that have nothing to do with politics,
but is just the formal recording of who you are and, in particular,
what you pay in to the Social Security fund and what you are enti-
tled to have paid out.

Now, Senator Dole and I have introduced and passed an amend-
ment that was adopted just on the floor, once again, to do this.
Now, it is not law yet. It is a part of the welfare legislation that
is making its way around.

But you can do it on your own, and there is no law that says you
cannot produce a counterfeit-proof/resistant card. I hope you will.
I am not asking you to commit yourself, but you would volunteer,
perhaps, that this would not be the worst idea.

Mr. WiLLIAMS. Having been in the Treasury and having raided
a number of counterfeiting operations and seen sheets of Social Se-
curity cards as well as currency, I know that anything that makes
counterfeiting more expensive and more difficult is a tremendous
a%dht;) enforcement. I know that it would help across a broad array
of things.

Senator MOYNIHAN. I got the statute passed, first, on an immi-
gration measure. If I can say to the Chairman, with the thought
that, particularly persons along the Mexican border, Americans of
Mexican descent, having a Social Security card that you have a
strip on that could be used by employers to say, yes, my name is
Sanchez, but I am an American citizen; I did not buy my Social Se-
curity card in Tijuana, and here it is. They are for sale across the
border, are they not? )

Mr. WILLIAMS. It is my understanding, sir, that there is counter-
feiting going on there.
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Senator MOYNIHAN, It is your understanding. And you have seen
them counterfeited right here in the United States.

Mr. WiLLIAMS. Yes, I have.

Senator MOYNIHAN. It would be a protection for American citi-
zens to be able to establish their identification, their identity, as
an American citizen, would it not?

Mr. WiLLIAMS. It would, and it would help prevent and detect
crimes.

Senator MOYNIHAN. Yes. Well, when you go back, when you are
confirmed, as you will very shortly be, and you go out to Balti-
more—will you be in Baltimore?

Mr. WILLIAMS. Yes, sir. [ will.

Senator MOYNIHAN. Yes. Will you just pass the word that the
1930’s is over and the people would not mind having a plastic So-
:;Ial Sevcurity card that would identify who they are, and all those

ings?

Mr. WILLIAMS. I will do so, sir. And I will also get abreast of all
the other issues. I am certainly aware of its value in prevention
and detection.

Senator MOYNIHAN. I appreciate that very much. Thank you, Mr.
Chairman.

The CHAIRMAN. Thank you.

Mr. Williams, as you know, there is sequential reference made of
your nomination to Government Affairs. We will go ahead and re-
port you out today. '

{Whereupon, at 11:54 a.m., the hearing was concluded.]






APPENDIX
ADDITIONAL MATERIAL SUBMITTED

DEPARIMENT COF THE FREASURY

NEW S

QFFICE OF PUBLIC AFFAIRS ¢ 1 500 PENNSYLVANIA AVENUE. N.W, ¢ WASHINGTON, D.C. ¢ 20220 ¢ (202) 612-2964

For Release Upon Delivery
Expected about 10 a.m.
November 30, 1995

STATEMENT OF DARCY BRADBURY
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BEFORE THE
SENATE FINANCE COMMITTEE

Chairman Roth, Senator Moynihan from my home state of New York and members of
the committee, 1 am pleased to appear before you today as you consider my nomination for
the position of Assistant Secretary of the Treasury for Financial Markets. [ am honored to be
nominated by President Clinton, and I want to thank Secretary Rubin for supporting my
nomination.

in the past two years the heart of my job at the Treasury has been management of the
public debt. This is a funcuon that has existed at Treasury, in one form or another, since the
founding of the Republic. In that position I have benefitted from the advice and perspective
of both the career staff as well as many who had the job before me over the past 3 decades.
The focus of Treasury debt management is, and must always be, what is in the best, long-
term interests of the taxpayers. The promotion of efficient, liquid and fair capital markets is
essential Lo carrying out that mission.

That direct participation in the financial markets gives Treasury a unique perspective
from which to make public policy concerning these markets. Unlike many other regulators or
policy makers, we are in the markets every day feeling the impact of economic conditions, .
fiscal and monetary policy, and regulalory actions. The broader scope of my new position, to
advise the Secretary on matters concerning the financial markets, will still have that
foundation. [ hope that will give my counsel a real worid perspective.

-MORE-
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[ also believe that Treasury has a special duty to highlight the connections between
Main Street and Wall Street. The savings oi average Americans invested in companies'
stocks or cities' bonds has not only benefitted those savers, but it has built our economy.
Whether it's through promoting savings and investment, ensuring adequate information
exchange between investors and financial intermediaries, or working to reduce possible \
sources of systemic risk, we can and must support the vibrant financial markets which are the
foundation of our country's growth and prosperity. Our financial markets are a source of
competitive strength in the global economy, and they must continue to improve and innovate
1o support us into the next century.

Finally, I want to thank my family, some of whom are here today: my father for
starting my political education by having the whole family watch the political conventions
every 4 years gavel to gavel, my Welsh mother, who only recently retired at 73, for making
the idea of being a working mother seem like the greatest life, and my husband and 2 sons
who remind me every day what's really important.

I would be pleased to answer any questions the committee may have.

“.30-
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SENATE FINANCE COMMITTEE
OUTLINE OF INFORMATION REQUESTED BY NOMINEES

Please provide three cqpies of your typed responses to Kelly Cordes, Chief Clerk, 219 Dirksen
Senate Office Building, Washington, D.C 20510 ]

A.  BIOGRAPHICAL:

1. Name: Include any former names used
Darcy Elien Bradbury
2. Address: List current residence and mauling add

4101 Aspen Street, Chevy Chase, Maryland 20813
second home: | Lrving Place, Apt. G-9E, New York, NY 10003
3. Dste and place of birth

March 13,1937« Suffern, New York
4 Mantal status. Mamed lnclude marden name of wife or husband's
name: Eric Jonathan Seiler

S. Names and sges of chuldren”

Brad Alex Seiler - Age 7
Benjamun Bradbury Seiler - Age 4
6. Education: List wstitution(s), dates attended, degree received,
and date degree granted. .
Harvard/Radcliffe College - 1974-1978
A.B. 1978
Haevard University Graduste School of
Business 1980-1982, MBA 1982
7. Employment record: CLast all positions held since college, uncluding utle
or descnptioa of job, name of employer, locaton
of work, and dates of inclusive employment.

7193 to present - U'S. Treasury Department - Tule. Deputy Assistant Secretary for Federal Finance
1500 Peansylvania Ave, NW Washingion D. C. 20020

190 to 793 - Comptroller, City of New York - Title: Deputy Coroptroller for Finance
I Centre St. - New York, New York 10007

10t 8
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9789 W 12/89 - Fund for the City of New York - Title Consuitant(NYC Comptroiies  Transition)
121 Avenue of Americas, New York, New York 10013

3/86 10 3/39 - The First Boston Corporstion - Title  Vice President/Associate
Park Aveoue Plaza, New York, New York 100858

§/8210 3/36 - Kidder Peabody & Co., Inc. - Title. Assistant Vice President/Associaie
10 Hanover Square, New York, New York 10005

9/81 10 682 - Harvard Business School - Title Part-tume Tutor for Furst Year Students
Soldiers Field Road |, Boston, MA 02163

/11 10 8/3] - Boston Consultank Group - Tile Summer Associate
Exchange Place, Boston, MA 02109

7778 10 8/80 - Massachusetts Dept. of Public Welfare - Title: Budget Analyst

Boston, MA
§ Government experience: List amy expenence 1, oc association with,
Federal, State o local governmenis inciuding any
advisory , consultative, honorary of part-ume
SEIVIces Of Positions.
7/93 - Present - U S. Treasury Department - Title Deputy Assistant Secretary
(Federal Finance)

1790 to 7/93 . New York City Comptroilers Office - Tite: Deputy Comptroller foe Finance
ber of Standing C on Debt

Government Finance Officers A
and Fiscal Poticy - 1991.1993

New York City [ndustrial Development Authonty, Board Member, 1990-1993

New York City Banking Commission, Board Member, 1990-1993

New York City Samura Funding Corporstion, Board Member, 1992-1993
Massachusens Department of Public Welfare, Budges Analyse, 1978-1980

[n addition from 1932 through 1989, 1 was an wvestment banker working with State and

local governments. This entailed sdvising states, countes, cities and local authonues across
the country on how to finance infrastructure, educstson and other governmental capital progects

During college, as part of funding my education, | had the pavilege of interung with the
Massachusetts Commission oa the Status of Women, the Califormia Department of
Health and Welfare, and the U.S. Congress (LBJ lotern).
List all memberships and offices beld s
fessicoal, fraternal, scholarty chantabie,

9. Memberships:
P y, stvi,
and other organizations.

Government Finance Officers Association, member, Standing Commitiee on Debdt and Fiscal

209
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Munxcipal Finance founal, editonial advisor
New York Stste Government Finance Officers Association
East End Temple
The Village Temple
Harvard Club of New York City
10. Political affiliations and sctivities: List all memberships and offices held wn or
financial contnbutions and services rendered to all
ical parties or ¢k dunng the
last ten years.

Federal Level Financial Contnbutions:

1994- Lowse Slaughter Roclection Committee -$100
1994- Women's Cunpup Fund - $710

1993 - Clinton for President Commitiee - $500
1993. Democratic National Committee - $250

1992 - Comsmuttee to Elect Nydia M. Velazquez - $250
1992 - Liz Holtzman for Senate - $1,000

1990 - Louise Slaughter Re-Election Comm. - $500
1990 - Citizens for Famuly Planning, {1 - $250

1988 - Women's Campaign Fund Inc. - $1.000

1987 . Dukakis for President Committee, Inc. « $500

For records of federal level contnbutions paor 1o 1993, [ relied on FEC records

1994 Burstein 94 - $100

1993- Green 93 - $100

1993- Liz Holtzman for Comptroller- $100
1993- Kathleen Brown -$150

1993- Bellamy for the 90's -$1000

My record of state and local financial cootbutions does not extend to before 1993, but my pattern
of contributions was similar in that | have penodically made small b to the campaigns of
‘women nunning for office and to local New York races.

Sexvices:
lmﬁf«muﬂym(humswi”J)waouddlthms

Campaign Fund, a bipartisan PAC which provides financial and technical
women candidates for local, State and Federal offices. o 1939, for a penod of lotz
months, | served as treasurer Lo 8 campaign for New York City local office, Holtzman for

Comptroller.
11. Honors and Awards: List all scholarships, fellowships, honocary
demhmlymmymbashps,mdm

Jot 8
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other special recogrutions for cutstanding sen e
or achievement.

i, Myundergraduste A B degree was awarded magna cum laude
2. My gradustc MBA degree was awarded wih honors,
3. [ was the recipicat of holarships and fellowships dunng college and graduste

school Crain's New York Business selected me i 1992 as one of *Forty Under Forty™ who were
making a difference in New York.

12.  Published writings: List the titles, publishers and dates of books.
artxcles, reports, or other published matenals you
have wniten.

'W'MWU;MMV:&V«MVMMM‘MFM%

Two pamphlets published by ey then employer, Kidder, Pesbody & Co : ~Analysis of the Tax
Exemption for State snd Local Debt®, 1984 and "Water and Wastewater Projects”, 1984

13. Spoeches: [dentify each spoech which you have given dunng
e past three years, the organization to whuch the
speech was given, and supply two copxes of cach
spoech.

Asﬂmwydﬁcid.lhvepaiodndrywokenkfmmm;ﬁenwpduy. fdid
mw&vmmndmmwdonabmwpmo(uysmv The followng is 8 list of
groups/ conferences 1o whom { spoke: The International Swaps & Derivatives Associabon(ISDA).
The Public Secunties Associastion Prumary Dealers C The Fi | Women's A
of New York, and Center for Economuc Policy Research.

14 Quahficabons: State what, 1n your opinwon, qualifies you to serve
wn the paricular posiuon 1o which you have been
nonunated.

Simel”!.lhubuMwmethmynmmmSmwyfaFm
Finance The core of that posiuoa 13 management of Treasury debt, oversight and regulation of
the securities market, and monitonng of the capstal markets for the

Secrewry uwmmlmwmmwmwmwgm
President’s Working Group on Financial Markets, g the developament of new Y

hrough the Adh d C rfeit Deterrence Commutice, and leading our efforts to prvauze certan
government spoasored enterpnses. In carrying out these responsibulities, [ have drawn on my pnos
expericnces as a investment banker, nwbbemuwofdebt.-ndnmdalot fiscal polcy
issues. | am honored 10 have been noaunated by the President, with the support of Secretary Rubin,
wbubktommhﬁmmmpmn-mmmxyndww«kwpmmw
wdwwqumdeﬂmdufmdmm.
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FUTURE EMPLOYMENT RELATIONSHIPS:

1. Will you sever all connections with your present employer, business firm, association or
ocganization if you are confirmed by the Senate?

Not applicable. as | am cutrently empluyed by the U.S. Trexs;uy Depastment.

2. Do you have any plans aRrter completing Guverament service to resume employment,
attiliatior ur practice with your previous empluyer, business fiem, association or
organization?

No

3. Has anyone made 2 commitment to employ your services in any capacity after you leave
government service?

No
4. [ confirmed, will you serve your full term ot otYice?
1 will serve at the pleasure of the President.

POTENTIAL CONFLICTS OF INTEREST:

1. Describe alt tinancial arr deferred compensation agr and other

continuing dealings with business assoviates, vlients, or customers.
None

2. Indicate any investments, ubligations, liabilities, or other relationships which could
involve potential contlicts of interest in the position to which you have beer nominated.

1 do not betieve | have any such putentiat contlivts of interest.

3. Describe any busi relationship, dealing or ti ial tr ion which you bave had
during the fast ten years, whether for yourself, on behalf of a client, or acting as an
agent, that could in any way constitute ur result in a pussible contlict of interest in the

position to which you have been nominated.

1 do not betieve there was any prior relationship, dealing or tinancial tr ion that
could in any way constitute or result in « possible vontlict of interest in the positioa to
which | am being nominated. .

4. Descride any activity during the past ten years in which you have engaged for the purposs
of diectly or indirectly influencing ur atfecting the administration and execution of law of
public poticy.

Prior 10 joining the U.S. Treasury Depanment, as Deputy Comptroller of New York
City, | met with Congressivaal statt un several vecasions to discuss issues regarding

municipat bonds.

7' of 8
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S. Explain how you will resolve any potential contlict of interest inciudmg any that may be
discl by your resp to the abuve items. (Please provide 3 vopy of any trust of
other agreements.)

1 would consult with Treasury Department ethics otticials to deterinine how to best
resolve any potential cuntlicts oF interest

6. Written opiniuns should be pruvided diretly to the Committee vy the General Counsel of
the Agency wo which you have beea nominated and by the Director, Oftice of
Government Ethics, Office ol Personnel Management concerning potential conflicts of
interest or any cther legal bareiers to your serving i this position.

TESTIFYING BEFORE CONGRESS:

1. Are you willing to appear and testity betore any duly constituted commistee of the
congress on such vecasions as you may be reasunably requested to do so?

Yes

2. Are you willing 10 provide such intormation as is req J by such

Yes
OTHER:

1. Provide the full details ot any civil or cramind proveadings in which you were a
defendant or any 1nquiry uf invesugation by the Federal, State, ur local agency in which
you were the subject of the inquiry ur investigation?

None

2. Give the full details of any proceading, 1nQuiry ur iavestigation in which you wete the
subject of the proceeding, inquiry ut investigation.

~None

3. Have you ever beeu vonvited (including pleas of guilty or nolo contendere) of any
criminal violation other than a minor tratfic uifense?

None

4. Pleass advise te C ittee of any ) infurmation, favurable or unfavorable,
which you fee! shouid be considerad in connection with your nomination.

I believe my answers to this questionnaire should be sutficient, but [ would be happy to
answer any further questions the Committee moght have.

8 of 8
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JOSEPH H. GALE
MOMINEE INFORMATION
SERATE FINANCE COMMITIEE

A. BIOGRAPHICAL:

1. Name:
Joseph H. Gale

2. Address:

1848 Kalorama Road, NW
washington, D.C. 20009

3. Date and place of birth:

August 26, 1953
Smithfield, Virginia

4. Maritsl status: -

Single

S. NMames and ages of children:

None

6. Education:

Smithfield High School
smithfield, virginia
Diploma, 1971

Princeton University
Princeton, New Jersey
September 1971 - June 1976
A.B., Philosophy, 1976

University of Vvirginia School of Law
char'ottesville, Virginia

September 1977 - May 1980

J.D., 1980




7. Employment Record:

Scheduler for Andrew P. Miller

Candidate for Democratic Nomination for Governor of Virginia
Miller for Governor Campaign Committee

E. Main Street, Richmond, VA

August 1976 - June 1977

Paralegal

Career Blazers Temporary Personnel
500 Sth Avenue, New York, NY

June 1978 - August 1978

Legal Researcher

Abkco Music, Inc.

1700 Broadway, New York, NY
June 1978 - August 1978

Summer Associate Attorney

Brown & Wood

One World Trade Center, New York, NY
June 1979 - August 1979

Associate Attorney

Dewey Ballantine

1775 Pennsylvania Avenue, NW, Washington, DC
September 1980 - February i983

Associate Attorney

Dickstein, Shapiro & Morin

2101 L Street, NW, Washington, DC
February 1983 - January 1985

Tax Legislative Counsel
Office of Senator Daniel Patrick Moynihan (D-NY)
464 Russell Senate Office Building, Washington, DC

January 1985 - January 1989

Administrative Assistant & Tax Legislative Counsel
Office of Senator Daniel Patricx Moynihan (D-NY)
464 Russell Senate Office Building, Washington, DC
January 1989 - December 1989

Chief Counsel
Office of Senator Daniel Patrick Moynihan (D-NY)

464 Russell Senate Office Building, Washington, DC
January 1990 - January 1993

Chief Tax Counsel
U.S. Senate Comnittee on Finance
205 Dirksen Senate Office Building, Washington, DC

January 1993 - January 1995
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Chief Tax Counsel - Minority

U.S. Senate Committee on Finance

203 Hart Senate Office Building, Washington, DC
January 1995 - July 1995

Staff Director & Chief Counsel - Minoraity

U.S. Senate Committee on Finance

203 Hart Senatc Office Building, Washington, DC
July 1995 -~ present ’

8. Government Experience:

Continuous service as U.S. Sena.e staff member since January
1985, dotailed above.

9. Membexships:

District of Columbia Bar

American Bar Association - Taxation Sect.on
Princeton Club of Washington

Princeton Club of New York

Colonial Club of Princeton Unjiversity

University of Virginia Law School Tax Study Group

10. Political affiliations and activities:

contributions

10/5/94 Charles S. Robb for U.S. Senate $.00

7/19/94 Oklahomans for Cody Graves $50
(Oklahoma Corporation Commission)

4/26/9? Clinton for President $250

2/19/92 Oklahomans for Cody Graves $100
(Oklahora Corporation Commission)

10/5/92 Jim Hunter for Arlington Board $50
(Arlington County, Va. Board of Supervisors)

10/22/91 Brock Adams Senate Committee $50

10/%/90  Harvey Gantt for U.S. Senate $1%5

9/30/90 Committee to Elect Mike Duffy $50

(Massachusstts legislature)

2/14/88 Barney Frank for Congress $25



11. Homors & Awards:

Dillard Pellow, University of Virginia School of Law
Valedictorian, Smithfield High School, Smithfield, virginia

12. Published writings:

“Passive Loss Limitation Rules, "
i i {(Winter 1987).

13. Speeches:

June 15, 1995 Commencement Address
Smithfield High School
Smithfield, virginia

June 3, 1995 “Current Tax Legislative Developments"
virginia State Bar - Continuing Legal
Education, Program in Federal Taxation
University of Virginia Law School
Charlottesville, Virginia

May 20, 1995 “Tax Legislative Outlook"
American Bar Association
Section of Taxat:ion
Plenary Session
Wash:ington, D.C.

May 20, 1995 "Outlook for Fundamental Tax Reform-"
- American Bar Association
Section of Taxation
Committee on Value Added Tax
Washington, D.C.

March 2, 1995 “Tax Legislative Outlook"
Federal Bar Association
Tax Lav Conference
Washirgton, D.C.

November 14, 1994 “Current Legislative Developments in
International Tax~
American Tax Institute in Europe
Cannes, France

May 17, 1994 "Current Tax Legislative Desvelopments®
American Institute of Certified Public
Accountants - Tax Division
wWashington, D.C.

March 25, 1994 "Current fax Legislative Developments*®
University of Virginia iLaw School
Tax Study Croup
Charlottesville, Virginia
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March 8, 1994 “Tax Legislative OQutlook"
Federal Bar Association
Tax Law Conference
wWashington, D.C.

October 8, 1993 "Recap of 3993 Insurance Tax Legislative
Developments*®
Hartford Institute on Insurance Taxation
Washington, D.C.

October 1, 1993 “Shape & Economics of-the Omnibus Budjet
Reconciliation Act of 1993°
Prentice Hall Law & Business and Fordham
University School of Law
Conference on Tax Planning after the
Revenue Reconciliation Act of 1993
New York, New York

September 23. 1993 “The 1993 Revenue Reconciliation Act
Teleconference” (taped remarks)
American Institute of Certified Public
Accountants

September 13, 1993 “"Tax Legislative Outlook"
The Tax Coalition
washington, D.C. -

April 26, 1993 “Update on Tax Legislative Issues
Affecting Charities”
Council of Jewish Federations
Washington Update
° Washington, D.C.

December 3, 1992 “Tax Legislative Outlook”
American League of Lobbyists
Washington, D.C.

1992 *Current Tax Legislative Developments®
University of virginia School of Law
Tax Study Group
Chariottesville, Virginia

November 20,

With the exception of the June 15, 1995 commencement address
at Smithfield High School, all other speeches were from
notes rather than a prepared text, and thus no written
copias are available. Since the commencement speech did not
cover legislative or policy matters, but rather personal
reminiscences and inspirational macters, I have assumed that
a text of that speech would not be of interest to the

Committee.

e —t -y



14. Qualifications:

I have had over 15 years of experience as an attorney
specializing in Federal income tax matters, over 10 of which have
involved substantial responsibility as a Congressional staff
member in the development and passage of Federal tax legislation.
As a tax legislative counsel to a senior member of the Committee
on Finance, anc later as the Committee’'s Chief Tax Counsel, I
have participated in the development and passage of all tax
legislation that has been considered by Congress in the last
decade, starting with che Tax Reform Act of 1986. I believe that
this legislative experience, in addition to experience in the
private practice of tax law, has given me a firm grasp of both
the technical issues and the Congressional policies and intent
that underlie the provisions of the Internal Revenue Code.
Accordingly, ! believe I am well suited to interpret the tax laws
as a Tax Court judge in a manner that ensures that the intent of

Congress is effectuated.
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FUTURE EMPLOYMENT RELATIONSHIPS: Py
1. Will you sever all connections with your present

employer, business firm, association or orgsnization it
you are confirmed by the Senate?

Yes.

2. Do you have any plans after completing Government
sexvice to resume ®mployment, affillation or practice
with your previous employer, business firm, association
or organiszation?

No.

3. Has anyone make a commitment to employ your services in
apy capacity after you leave Government service?

No.

4. 1f confirmed, will you serve your full term of officer

Yes.

POTENTIAL CONFLICTS OF INTEREST:

1. Describe all financial arrangements, deferred
compensation arrangements, and other continuing
dealings with business associates, clients, or

customers.

None.

2. Indicate .n{ investments, obligations, liabilities, or
other relationships which could involve poteatial
conflicts of interest io the position to which you have
been nominated.

Since I directly own common stock of certain U.S.
corporations, it is possible that a potential conflict
of interast could arise if one of these corporations
became involved in a proceeding before the Tax Court.
tf this were to occur, I would take whatever steps were
necessary or appropriate under the rules or practices
of the Court, the Code of Conduct for United States
Judges, or 28 U.S.C. Sec. 455, to resolve the conflict,

including recusal.

ST s 1t
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Describe any busineas relationship, dealing or
financial transaction which you have had during the
last ten years, whether for yourself, on behalf of a
client, or acting as an agent, that could in any way
constitute or result in a possible conflict of interest
in the position to which you have been nominated,

None.

Describe any activity during the past ten years in
which you have engaged for the purpose of directly or
indirectly influencing or affecting the adainistration
and execution or law or public policy.

Since January 1985, I have worked on the tax
legislacive staff of either a member of the U.S. Senate
Committee on Finance or the Committee itself. In those
qapacities, 1 have routinely worked to influence
Federal tax policy, by providing professional advice to
members of the Committee and other Senators, and by
advocating the policy objectives of those Senators.

Explain how you will resolve any potential conflicts of
interest including any that may be disclosed by your
responses to the above items. (Please provide a copy
of a.y trust or other agreements.)

I will take whatever steps are necessary or appropriate
under the rules or practices of the U.S. Tax Court, the
Code of Conduct for United States Judges, or 28 U.S.C.
Sec. 455, to resolve any potential conflicts of
interest, including recusai.

Written opinions should be provided directly to the
Committee by the General Counsel of the Agency to which
you have been nominated and by the Director, ottice of
Government Ethics, Offfice of Personnel Management
concerning potential conflicts of interest or any other
legal barriers to your serving in this position.

Not applicable.

TESTIFYING BEFORE CONGRESS!:

1.

Are you willing to appear and testify before any duly
constituted committee of the Congress on such occasions
as you may be reasonably requested to do so?

Yes.
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2. Are you willing to provide such information as {s
requested by such committee?
Yes.
F.  OTHER:

1. Provide the full details of any civil or criminal
procoodlng in which you were a defendant or any inquiry
or investigation by the Pederal, state, or local agency
in which you were the subject of the inquiry or
investigation.

See F.3., below.

2. Give the full details of any proceeding, inquiry or
lovestigation in which {ou were the subject of the
proceeding, inquiry or iavestigation.

None.

3. Have you ever been convicted (including pleas of gullty
or nolo contendere) of any criminal violation other
than & minor traftic offense?

In November .971, ac age (8, I was found guilty of
trespassing for having been on the grounds of
Smithfield (Va.) High Scnool after hours. The non-
serious nature of this offense is inc:cated by the fact
that the court did not impose a fine, but only court
costs of S6 (Ceneral District Court of Smithfield,

Virginia).

4. Please advise the Committes of any additional
information, favorable or unfavorable, which you feel
should be considered in connection with your

nomination.

None.

;o . ,,7. -~ aad
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OFRICE OF PUBLIC AFFAIRS » § 388 PENNSYLYANTA AVENUL, N.W. ¢ WASHINGTON, D.C. # $9220 o (1921 6212040

FOR IMMEDIATE RELEASE
November 30, 1995

STATEMENT OF DAVID A. LirTON
NOMINEE FOR ASSISTANT SECRETARY FOR [INTERNATIONAL AFFAIRS OF THE TREASURY
BEFORE THE SENATE FINANCE COMMITTES

Mr. Chairman, I am honored 1o appear before this distinguished committee in

ion with my i 10 be Assistant Secrerary for International Affairs of the
Treasury. | appear before you with Jeffrey Shafer, whose high standard as Assistant
Secretary for International Affairs | will strive to maich if Mr. Shafer is confirmed as
Under Secretary of the Treasury and | am confirmed as Assistant Secretary. [ am
honored that President Clinton and Secretary Rubin have expressed their confidence in
me by nominaung me for this important position.

For the past two and a half years 1 have served at the Treasury Department as
Deputy Assistant Secretary for Eastern Europe and the Former Soviet Union. During
this ume, | have worked to design and implement a policy of U.S. leadership in support
of comprehensive. market oriented u(orm in lhe ecooormies in transition. We have
engaged the G-7 and the i jons in pursuit of multilateral
backing for that historic process.

In recent years, | have devoted much of my energy to the policy issues facing the
economies in transition. Before joining e Treasury Department, | spent a year asa
Fellow at 1% Woodrow Wilson Center of Scholars. For the previous four years, [ served
23 an economuc advisor to the governments of Russia, Poland, and Slovenia under the
auspices of the United Nations Development Program and the World Institute for
Development Economics Research. In these capacities, I studied the problems
sur di ition and advised central and eastern european leaders
working 1o create stable, private market economies. Easlier, I spent eight years on the
staff of the IMF covering a broad range of stabilization and reform issues in Latin
America, Africa, and Asia.

For press releases. spercher. public scheduies and officsal biogrephies. call our 24 howr fax line at 1202) 622-2040
®




R te— paacn gl T N fhm e
h .

51

If confirmed as Assistant Secretary for International Affairs of the Treasury, I will
work to make sure that the Treasury remains focussed on the five major policy priorities
which Mr. Shafer has just laid out: coordinating macroeconomic policy in the G-7,
implementing the reforms agreed upon at the Halifax Summit in the international
financial institutions, supporting economic transition in central and eastern Europe,
encouraging sustainable development including through the multilateral development
banks, and continuing efforts to open markets to U.S. goods and services. Each of these
goals is important to the United States, because growth and stability abroad means
growth and stability at home.

Let me add a few thoughts on the economies in transition, which, as 1 mentioned
carlier, has been an area of special interest to me. When the Iron Curtain fell, 350
million people living in 23 countries were left with a failed economic system, a near-
worthless military industrial complex, and deep-seated financial imbalances. These
countries lacked the legal, fiscal, and financial institutions of modern states, as well as
the human and financial capita! and technology of modern market economies.

The process of casting off the old system has seen production declines and high
inflation, all in a political context colored by public anxiety about change ard by
unmeetable expectations of quick prosperity. Bu, it has also seen the emergence of a
new economic orthodoxy. Liberalization, stabilization, and privatization have become
buzz words, but they are each steps that must be taken by countries moving down the
transition path.

Experiences across the region show that the transition path is arduous and
politically challenging, but that there js a path to modernization and integration. Much
of central Europe is growing again and much of the former Soviet Union is restoring the
financial stability that is a precursor to growth. Our continued bilateral and muitilateral
support for this transition is vital. To falter in this effort would be to forfeit for our
generation’s chance at bringing these economies into the world economy. These
countries could become important new markets for U.S. exporters. In fact, integration of
these economies could provide an engine of growth for years to come.

In conclusion, let me say that, if 1 am confirmed as Assistant Secretary for
International Affairs, I will work to ensure that all of the policy issues I have outlined
above are addressed with professionalism and integrity. I believe this is the surest way to
meet the challenges which the United States will face in the international economy and
to help ensure our own economic growth and stability.

Thank you, Mr. Chairman. | would be happy to answer any questions which you
or the Committee may have.
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SENATE FINANCE COMMITTEE
RESPONSES TO REQUEST FOR INFORMATION FROM NOMINEES

A. BIOGRAPHICAL:

I. Name: Inctude any former names used

David Aaron Lipten

2. Address: List current residence and mailing
3806 Shepherd St.

Chevy Chase, Md. 2081$

3. Date and place of birth:

Nov. 11, 1953

Boston, Mass.

4. Mantal status: ’ Include maiden name of wife or husband's
manual status:
married, 6/15/84

Mary Susan Galbraith -

5. Names and ages of children:

Anna Rose Lipton Galbraith, ¢
Sasha Lipton Galbrath, 7
Gabniel Lipton Galbraith, 2

6. Education: List institution(s), dates attended, degree
received, and date degree granted.

Wayland High School, Wayland. Mass., 1967-71, graduated 1971
Wesleyan University, Middletown, Cona., 1971-75. B.A. 1975

Harvard University, Cambndge. Mass.. 1975-80. M.A. 1979, Ph.d. 1981
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7. Employment record: List all positions held since college,

including title of descniption of job, name
of empleyer, location of work. and dates
of inch sive employmen:.

A. UNITED STATES TREASURY, OFFICE OF INTERNATIONAL AFFAIRS

DEPUTY ASSISTANT SECRETARY FOR EASTERN EUROPE AND THE
FORMER SOVIET UNION.(June 1993 - present)

--Formulate policy toward Eastern Europe and former Soviet Union.
--Manage technical assistance program for the region.

B. FELLOW, WOODROW WILSON CENTER FOR SCHOLARS
RESEARCH FELLOWSHIP, (September 1992 - present)
--Conducting research on the economic and political consequences of the
transformation 1a Poland and Russia.

C. VICE PRESIDENT, JEFFREY D. SACHS AND ASSOCIATES, ENC.

POLICY ADVICE AND RESEARCH IN EASTERN EUROPE, (1989-1992)
--Senior economic advisor to the governments of Russia, Poland. and
Slovenia.

--Conducted research on the economics of transformation in formerly
centrally planned economies.

--Managed advisory and research teams in Eastern Europe. Russia, and
Mongolia.

POLICY ADVICE IN LATIN AMERICA, (1989)
--Advised the Govemments of Bolivia and Venezuela in the design and
implementation of their macroeconomic and debt management policies.

D. INTERNATIONAL MONETARY FUND

ASIAN DEPARTMENT. SENIOR ECONOMIST (1987-89)

--Analyzed economic policymaking in Japan as pan of IMF surveiltance of
industrial countnes.

EXCHANGE AND TRADE RELATIONS DEPARTMENT AND WESTERN
HEMISPHERE DEPARTMENT, ECONOMIST (1981-87)
--Worked on IMF policy toward the Pans Club and the official export credit
agencies. .
--Drafted policy papers for the IMF Executive Board on issues relating 1o, »? -4
IME conditionality and IMF involvement in the resol.iion of the V.
developing country debdt ¢nsis.
--Parucipated in IMF negotiation. in ten countnies in Africa, Asia. and the
Western Hemisphere.



8. Governinent expenence:; List any expenence in. or association wath,
Federal, State or local governments
including any advisory , consuitative,
honorary or part-time services or
positions

UNITED STATES TREASURY. OFFICE OF INTERNATIONAL AFFAIRS

DEPUTY ASSISTANT SECRETARY FOR EASTERN EUROPE AND THE
FORMER SOVIET UNION, tJune 1993 - present)

9. Memberships: List all memberships and offices held 1n
professional. fraternal. scholarly, civic.
chantable. and other organizations.

None.

10. Political affiliations and activities. List all memberships and offices held 1n or
financial contnbutions and senvices
rendered 10 all political parues or election
committee during the last ten years.

Registered Democrat since age {8
No other affiliations, memberships. or otfices.

1. Honors and Awards: List all scholarships, fellowships, honorary
degrees. honorary society memberships,
and any other special recognitions for
outstanding service or achievement.

a. Phi Beta Kappa, Wesleyan University, 1974
b. Member of the Brookings Panel of Economists. 1990-91

¢. Fellowship, Woodrow Wilson Center for Scholars. 100Q Jefferson Dr. SW,
Washington, D.C., 1992

12. Published writings: List the utles, publishets and dates of
books. articles, reports, or other published
matenals you have wntien,

--"A New Opportunity for Helping Russia’s Economic Reforms Succeed.” prepared
for the Fund for Democracy and Development project United States Assistance 1o
Russia: A Blueprint for Action. February 1993.
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--"Russia: Reforms Endangered.” forthcoming in Foreign Poiicy Magarine, March,
1993,

--"The Prospects for Economic Reform in Russia,” 1n Brookings Papers on Economic
Activity, Brookings [nstituion, 1992(1), wath Jeffrey Sachs.

--"The Remaining Steps to a Market-Based Monetary System 1n Russia,” presented at
Conference on the Transformation of Russia. Stockholm Institute for East European
Economics. Stockhotm, June 15, 1992, with Jeifrey Sachs.

--"Poland’s Sudget and the Economic Transformation,” forthcoming in Conference
Volume on Transistion 1n Eastern Europe. the National Bureau of Economic
Research, Cambndge, Massachusetts, with Alain deCrombrugghe.

--*Privatization in Eastern Europe,” in Brookings Papers on Economic Actwvity,
Brookings Institution, 1990(2), with Jeffrey Sachs.

--*Poland's Economic Reform,” in Foreign Affairs, Summer 1990, Council on
Foreign Relations, with Jeffrey Sachs.

--"Creating a Market Economy in Eastern Europe: The Case of Poland,” in
Brookings Papers on Economic Activity Brookings Insutution, 1990 (1), with Jeffrey

Sachs.

--"External Debt and Economic Management: the Role of the International Monetary -
Fund,” in edited by H. Mehran, International Monetary

Fund, 1985, with K. Burke Ditlon.

--"Multiple Shooting in Rauional Expectations Models.” Econometnca, September
1982, with §. Poterba. J. Sachs, and L. Summers.

--"The Supply Approach to Oil Shocks and the Slowdown 1n Japanese Economic
Growth,” in Toyo Ketzai Shinpo Sha, June 1981, wath Jetfrey Sachs.

-.*Accumulation and Growth 1n a Two-Country Model.” in Journal of Intemational
Economucs, 1981, with Jeffrey Sachs.

Op-ed anticles:

“Russia on the Ropes, How the IMF is Missing its Chance 10 Spur Recovery,” co-
authored with Jeffrey Sachs, Op-ed article 1n the Washington Post. September 17,

1992.

“Shock Therapy and Real Incomes: Eastern European Reforms.” co-authored with
Jetfrey Sachs, Op-ed article 1n the Financial Times, January 29. 1991.

"How Yugostavia Can Save ltself " co-authored with Jeffrey Sachs, Op-¢d in the
Washington Post. December 31, 1989.



13. Speeches: . Idenufy each speech which you have given
duning the past three years, the
orgamzation to which the speech was
given, and supply two copies of each
speech.

a.) Speech (attached) on November B, 1993, at Wesleyan Universily (an honorary
lecture senes). on the econoinic transtormation 1n Russia.

b.) Testimony (a.ached) on November 5. 1993, beicre the Subcommuttee on
Commerce, Consumer and Monetary Affairs of the Commiitee on Government
Relations of the House of Representalives, on the role of trade and investment in U.S.
relations with Russia and the Former Soviet Union, in my capacity as Deputy
Assistant Secretary of the Treasury for Eastern Europe and the Former Soviet Union.

c.) Speech (attached) on Septembder 10, 1993, at Confe ¢ on the Challenges of
Transition for Ukra:ne’s Economy. sponsored by the CIA, on the economic
challenges facing Ukraine.

d.) Remarks (not from a prepared text) on December 8, 1992 at a forum at the
Woodrow Wilson Ceanter for Scholars, on the progress and prospects for reform in
Poland and the lessons for other economies in transition.

14. Qualifications: ' State what, in your opinion, qualifies you
to serve 1n the particular position to which
sou have been nominated.

My educanon. professional expenence. and pirsonal strengths prepare me well for a
leadership role in the fomulation and execution of international economic policy. My
education centered on international trade and finance, both theoretical and policy
1ssues. My professional experience includes a wide range of activities, including
industnal country macroeconomic 1ssues. developing country stabilization and dedt
issues, and transitional economy 1ssues. In those activities, 1 have been closely
involved. at the IMF, as an economic adviser, and in my present capacity at the US
Treasvry. 1n aspects of policy making 1n a large number of foreign countries, and am
acquainted with the leadership and key issues in many countries. [ am also well
acquainted with the process of policy formulation and execution here 1n the US
govemmer |, because 1n my present capacity, 1 have been deeply involved in
administra 1on policy formulanon for the countnes of Eastern turope and the former

Soviet Un-an.
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FUTURE EMPLOYMENT RELATIONSHIPS:

1 will you sever all connections with your present employer, business firm,
association or organization 1f you are confitmed by the Senate?

Not applicable. as [ am presently employed by the U.S. Treasury.

2. Do you have any plans after completing Government service to resume

employment, affiliation or practice with your previous employer, business firm,
association or organization?

No.

3. Has anyone made a commitment to employ your services in any capacity after
you leave government service?

No.

4. If confirmed, will' you serve your tull term of office?

Yes.
POTENTIAL CONFLICTS OF INTEREST:

1. Descnbe all financial arrangements, defecred compensation agreements, and other
conuinuing dealings with business associates, clients, or customers.

None.

2. Indicate any investments. obligations, liabilities, or other relationships which could
involve potential conflicts of irterest in the position to which you have been
nominated.

None.

3. Describe any business relationship, dealing or financial transactin~ which you
have had duning the last then years, whether for yourself, on behalf of a client, or
acting as an agent, that could in any v-ay constitute or result in a possible conflict
of interest in the position t0 which you have been nominated.

None.
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4. Describe any activity durning the past ten years in which you have engaged for the
purpose of directly or indirectiy intluencing or affecting the administration and
execution of law or public pohicy.

During the period 1989-93, | authored or co-authored several articles and papers
(including those listed above) on the subject of the economic transition of the formerly
communist countries of Eastern Europe and the former Soviet Union that were
intended 1o inform and influence thinking about public policy. [ also participated in
a small number of conferences where my remarks on this subject were made with the
same .r ention.

5. Explain how you wll resolve any potential contlict of interest including any that
may be disclosed by your responses to the above iteins. (Please provide a copy of
any trust or other agreements.)

Should any potential for a conflict of interest anse in the future, I will immediately
consult with the appropriate ethics counsel at the Depaniment of Treasury.

6. Wnuen opinions should be provided directly to the Commiitee by the General
Counsel of the Agency wo which you have been nominated and by the Director,
Office of Government Ethics, Office of Personnel Management conceming
potential conilicts of interest or any other legal barriers to your serving in this
position.

These opinions wilt be provided promplly by the Department.

TESTIFYING BEFORE CONGRESS:

1. Are you willing (0 appear and testify betore any duly constituted committee of the
congress oa such 0Ccasions as you may be reasonadbly requested to do s0?

Yes.

2. Are you willing to provide such information as is requested by such commitiee?

Yes.

OTHER:

1. Provide the full details of any civil or cnminal proceedings 1n which you were 2
defendant or any inquiry or investigation by the Federal, State, or local agency in
which you were the subject of the inquiry or 1avestigation?

None.



2. Give the full dedails of any proceeding, inquiry or investigation 1a which you were
the subject of the proceeding, 1nquiry or investigation.

None.
3. Have you ever been convicted (including pleas of guilty or nolo contendere) of

any criminal violation other than a minor traftic otfense”?

No.

4. Please advise the Commuttee of any additional informanion, favorable or
unfavoradle, which you feel should be considered in connection with your
nominaton.

None.

::_)// l’/ / gl!l’ ”‘ 77—;-
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STATEMENT BY SENATOR CAROL MOSELEY-
BRAUN IN SUPPORT OF THE NOMINATION OF
JEFFREY R. SHAFER FOR UNDER SECRETARY,
INTERNATIONAL AFFAIRS, U.S. DEPARTMENT OF

TREASURY

MR. CHAIRMAN, | AM PLEASED TO INTRODUCE A
DISTINGUISHED CONSTITUENT OF MINE, MR. JEFFREY R. SHAFER,
THE PRESIDENT’S NOMINEE FOR THE POSITION OF UNDER
SECRETAi{Y FOR INTERNATIONAL AFFAIRS AT THE U.S.
DEPARTMENT OF TREASURY TO THIS COMMITTEE. JEFFERY SHAFER
WAS BORN IN LAKE FOREST ILLINOIS WHICH IS A SUBURB OF THE
CITY OF CHICAGO, AND GROW UP IN LAKE BLUFF, IiLLINOIS. HIS
PARENTS RESIDED IN LAKE BLUFF, ILLINOIS. HIS FATHER WORKED
AS [N CHEMIST IN WAUKEGAN, ILLINOIS DURING THE WAR, AND HIS

MOTHER WAS A HOMEMAKER.
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2
MR. SHAFER'’S FIRST JOB WAS WITH NORTHERN TRUST BANK IN

CHICAGO. SINCE THAT TIME HE HAS HELD A NUMBER OF IMPRESSIVE
POSITIONS IN ACADEMIA AND IN THE PUBLIC AND PRIVATE SECTOR.
THROUGHOUT HIS LONG AND DISTINGUISHED CAREER HE HAS
ALWAYS BEEN PROUD TO BE A SON FROM THE LAND OF LINCOLN,
AND HE STILL CONSIDERS ILLINOIS TO BE HIS HOME. I AM ALSO
HAPPY TO REPORT THAT HIS ELDEST DAUGHTER - LARA'S - FIRST JOB
WAS IN THE CHICAGO BRANCH OF ARTHUR ANDERSON, AND HER

FIRST VOTE WAS FOR MY CANDIDACY FOR PUBLIC OFFICE.

JEFFERY SHAFER HAS AN EXTENSIVE EDUCATIONAL AND
PROFESSIONAL BACKGROUND IN THE AREA OF INTERNATIONAL
ECONOMICS WHICH MAKES HIM A SOLID CANDIDATE FOR THE
POSITION OF UNDER SECRETARY FOR INTERNATIONAL AFFAIRS.
DURING THIS TIME OF REVOLUTIONARY CHANGE IN THE
INTERNATIONAL MONETARY SYSTEM, AND THE INCREASING
INTEGRATION OF THE WORLD ECONOMY, IT IS ESSENTIAL THAT WE
HAVE A PERSON IN THIS KEY POSITION WITH A BLEND OF PRIVATE

AND PUBLIC SECTOR MANAGEMENT EXPERIENCE.

22-728 - 96 - 3



HIS EXTENSIVE WRITINGS ON INTERNATIONAL BANKING,
ECONOMIC POLICY COORDINATION AND THE INTERNATIONAL DEBT
CRISIS ARE FURTHER EVIDENCE OF HIS TRAINING AND EXPERIENCE
IN ECONOMIC ANALYSIS AND PROBLEM SOLVING. AND HIS WORK
AT THE TREASURY DEPARTMENT AS AN ASSISTANT SECRETARY
DEMONSTRATES THAT HE CAN PROVIDE THE KIND OF LEADERSHIP
THAT IS NEEDED TO FORMULATE AND EXECUTE POLICIES DEALING A
WITH INTERNATIONAL MONETARY AND TRADE POLICY,
MULTILATERAL DEVELOPMENT BANKS AND NEGOTIATING ACCESS

TO U.S. SERVICES PROVIDERS DURING THIS CRITICAL PERIOD.

I BELIEVE THAT PRESIDENT CLINTON COULD FIND NO BETTER
CANDIDATE FOR THIS POSITION. I AM CONFIDENT THAT JEFFERY
SHAFER WILL DO A SUPERB JOB FOR THE DEPARTMENT OF
TREASURY AND THE AMERICAN PEOPLE. 1 AM DELIGHTED TO
SUPPORT HIS NOMINATION WITHOUT RESERVATION AND ASK THAT

HE BE CONFIRMED WITHOUT DELAY.
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1 OR RELEASE UPON DELIVERY
Eapected Abdout [Gam
November 0. 1995

STATEMENT OF JEFFRE\Y R. SHAFER
NOMINEE FOR UNDER SECRETARY OF THE TREASURY
INTERNATIONAL AFFAIRS

Mr Chauman. | am bonored to be here today as President Clinton’s nominee to be
| ouder Sevretary of the Treasuey tor International Atfaies  If contirmed. [ look forward to
conunuing a career 1 publi service which hegan with a2 miliary tour in Vietnam and
wheequeniey incluged vears ot tervice with the Federai Reserve System and the Urganization
tor Lueonomi Couperation and Derelopment  For the past two and halt sears [ have served
i Aaitant Sevretans of the Freasurs tof likernaional Altaus and have had the privilege of
working slusely with Sevictary Benisen and Secectany Rubin on 4 wide range of inkérnational

VLUIRNTIR 1SSUSY

A few wevke ggo Jt the aniuat neling of tne Wty Bank and the [aternational
Monctary Tund, Presndent Clinton ¢ d 1hat “interds Jence among nations has

srown s deep that hierally st nos aeaninghess 10 speab of o sharp dinding line detween
tarergn and domeste polky © That 1s why B 5128 put + stroug emphasis both on getting our
WA ceonomic house 1n order and seuuning evonaae pporumies abraad  Over the past 2
atd 12 veany we have mage great sindes ua both izonte, and of contirmed as Under
Scofutary. b hwk torwarg to working choseiy wih Depuit Seuretary Summers, Sevreary

Pubin and 1this Congress by coninue our progress

Iy Under Sevretan of the Freasun tor [nternatondl AHaies s charged with
tanssing 3 wede array o esues L help promote the coonomie and tinancsal well-being of the
1 need States  Responsibaliiies o this otfice i Jude promoning inasracconomic coondination.
VIROUARYE sUEEIRhle GOV CIOPIMERT AUPPOTTInE IFIM IO CLommies and partkipating in the

wernatiowai Linamsal mstirutons [ coafirmed sonw: of the areas that will be prionties for

Uk e

building on the 1 lurther the progress we have made threugh cooperation in the G-7
1 atrengthen plohat erowth

RR “400
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o implementing the reforms agreed upon at the Halifax Summit to strengthea the
capacity of the international monetary system 10 cope with financial instability;

] continuing to support the integration of transition ecopomics of Central Europe and the
Formsr Soviet Union into the world economy;

] encouraging marketbased, sustainable development through U.S. participation in the
multilateral development banks, to spread prosperity. and

o sustaining efforts 10 open foreign markets to U.S goods and services.

I would like to take a minute to expand on this last point because a high priority for
Treasury is the promotion of open and integrated financial markets. [ believe this emphasis
is well placed because financial market development is key to sustaining private sector-led
growth in emerging markets around the world. Moreover. it is this growth abroad that will
foster further growth here at home.

We have been working towards the goal of open financial markets on a number of
tracks, including the Summit of the Americas, APEC and the World Trade Organization. We
participated at Treasury concluded a multilateral agreement on financial services under the
auspices of the World Trade Organization last July. This agreement locks in our access to
serve key markets and lays a base of commitment from others  We retained the option of not
providing additional access in our market to countries that do not provide adequate access and
national treatment to U.S. financial firms. Our financial services providers are among the
most competitive - sophisticated in the world. and we need to do what we can to ensure
that they can compete on a level playing ...'d in foreign markets. and we will continue to do

this.

In closing, let me reiterate that | am deeply honored to have been nominated for this
position and that, if confirned. will work conscientiously and assiduously to achieve the goals
that [ have set out here today. In so doing. | would also like to stress that | am committed to
keeping those of you who work on the 1ssues | have responsibthiy for involved and informed.
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RESPONSE TO INFORKATION REQUESTED OF NOMINEES
8Y

UNITED STATES SENATE
COMMITTEE ON FINANCE

NOMINEE: Jeffrey R. Shatfer

NOMINATED FOR: UNDER SECRETARY (INTERNATIONAL AFFAIRS)
DEPARTMENT OF THE TREASURY

A BIOGRAPAICAL!

1. Name: Jeffrey R. Shafer

2. Addrass: 1026 16th Street, N.W,
Washington, D.C. 20036

3. Date and place of birth: Septeaber 10, 1944

Lake Forest, Ill.

4. Marital status:
Married to Mary Louise Terenzio Shafer

S. Nanes and ages of
Children: Lara Louise Shafer, 24
Karen Elizabeth Shafer, 21

6. Educationt ‘

Southmont Scheol, Johnstown, PA 1949-1958

Westmont Hilltop Kigh School, Johnstown, PA

1958-1961

Crown Point High School, Crown Point, IN
1961-1962 (received high school diploma)

Princeton Univarsity, Princeton, NJ 1962-1966
(received A.B. degree in economics with
honors)

Yale University, Nev Haven, CT in residence
1968~1972 (received M.Pnil (1570) and
Ph.D (1976) in economics)

7. Employment record:

Since May 1993,
Department of the Treasury. Supported by a

staff of about 190, I adviee and assist the Secrutary,
the Deputy Secretary and Under Secretry for
International Affairs in the formulation and execution
of policies dealing with international monstary,

—y——
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financial, and trade affairs. In particular, the
office of the Assistant Secretary for International
Affairs focuses on issues including: international
economic policy coordination; economic and financial
relations with both industrialized and developing
countries;: foreign investrent in the United States; and
U.S. policy with respect to the International Monetary
Fund and the multilateral development banks. I serve
as a member of the Board of the Overseas Private
Investment Corporation (OPIC). I took the lead for the
Treasury in negotiating tiie establishment of the North
American Development Bank, in spearheading reforms of
the multilateral development banks and negotiatiug
access to markets abroad for U.S. providers of
financial services.

Dec. 1991-March 1993: )
i in the Economics
Department of the Organisation for Economic Cooperation
and Development (OECD}.

Together with the Director, I planned, supervised and
contributed to the work of a team of sixty-five people.
The Branch is responsible for preparing drafts of
Economic Surveys of Member countries and of Central and
Eastern European countries that are OECD Partners in
Transition. Its assessments are also published in :he

I was called upon to lead
country missions in the process of preparing Country
Survey drafts, where I meert with government officials,
members of the business community, representatives of
labour unions and private sector economies.

March, 1988 - December, 1991: Deputy Director of the
Policy Studies Branch {formerly Genaxal Economicsi
Bxanch)., QECD.

I planned, supervised and contributed to the work of a
team of fifty people in collaboration with the Director
of the B8ranch and the Head of the Economics Department.
The Branch analyzes economic developments and the
policies of the 24 OECD countries on a cross-country
basis, interaccions among Member countries, and
economic links with non-Member countries. Its anglyais
is published in the OECD Econ~mic Outlook, Economic
and Working Papers. For several years I had
special responsibility for the developmert of the work
on Reform of Structural Policies -- covering the full
range of government policies affecting eccnomic
performance. In the second half of 1990, I was the
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senior OECD representative on the task force that
prepared the Joint Study of the Soviet economy
commissioned by the Houston Economic Summit.

January, 1984 - March, 1988:
Incerngtional Economic Policies, Organisation for

I advised the Secretary-Gereral and the Head of the
Economics and Statistics Department on international
economic and financial issues and undertook work
requested by them. I drafted documents for high level
international meetings concerned with overall economic
policy strategies, with the international debt crisis,
and with structural adjustment in Member countries. I
also advised the Head of the [epartment on the
development of the program of work and budget and on
personnel administration, especially in the area of
recruitment and management of professional staff.

February, 1981 - January. 1984: Vice Pregident,
: ot

of New York (promoted from Assistant Vice President
December, 1981).

I supervised three departments, totalling about 40
people, responsible for international and financial
markets research. 1 carried out and supervised current
analysis, forecasting and research in preparacion for
FOMC meetings, in support of the bank‘s operational and
policy responsibilities and for publication in the

i Specific areas of work included
forecasting of exchange rates, economic activity in
major industrial countries, international financial
market innovations and country risk.

Spring, 1983
Economics, Yale Universaty.

I conducted a seminar, Topics in International
Finance, for advanced graduate students.
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Augqust, 1978 - January, 1981 Deputy Associate
{title

8 Systenm
changed from Associate International Division Officer
in October, 1979).

I was responsible for oversight of the work of two
sections--the U.S. International Transactions Section
(Balance of Payments) and the Financial Markets Section
(exchange markets and Eurocurrency markets) within the
Board's Division of International Finance. Ouring this
period, I was given responsibility for developing the
proposals for International Banking Facilities, which
were implemented by the Board.

April, 1977 - August, 1978 Senior International

on
detail from the Federal Reserve Board.

I was the principal staff mewnber dealing with
international issues and was closely involved with
preparation for the Bonn Economic Summit in 1978.

September, 1975 - April, 1977 Chief, U.S. Interpational
: 4 . I | ; Divigl :
the Federal Reserve Boaxd.

I headed the team that monitored, analysed, made
forecasts and reported to the Board of Governors on
U.S. international trade and capital flows.

July, 1972 - September, 1975 Economist, varjous
gactions of the [nternational iinance Division of the
Fedexal Reserve Board.

I did research on varjous internztjional financial
questions and served as assistant to the Vice Chairman
of the IMF Committee of Twenty on Reform of the
International Monetary System.

January - May, 1975 Visiting Assistant Professor
of Econownics in the Graduate School of Industrial

- . (on
leave of absence from the Federal Reserve Board).

I lectured on economic principles and developed a
course for MBA candidates on international

finance.
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= (1970-71 and 1971-72
academic year) in the Economics Department of Yale
University, New Haven, Connecticut

(1969-70
academic year)

Lieutenant of artillery, U.S. Army, served in
Colorado and Vietnam, October 1966-July 1968

i , Northern Trust Bank,
Chicage, 1L June 1966-September 1966

Government Experience:

Ny governmant experience is fully covered by my employment
record presented undar question 7. This comprises:

Assistant Secretary of the Treasury for International
Affairs (1993-present)

Officer of the Federal Reserve Bank of New York (1981-1984)

Officer on the staff of the Board of Governors of the
Federal Reserve System (1978-1980)

Senior economist on the staff of the Council of Economic
Advisers (1977-1978)

Economist and Head of Section on the staff of the Board of
Governors of the Federal Reserve System (1972-1977)

Menberships:

current: Arerican Economics Association
Princeton Club of Washington, D.C.
Women's National Democratic Club

Past:

Princeton Alupni Schools Committee for France
(1986~1993)

Finance Committee of the American School of Paris (1991-1992)
National Bureau for Economic Research - Research Associate (1979-

1987)

PTA Board Member, George Washington Jr. High School, Ridgewoood,
N.J. (1982-1983)

wown gl sm e T, L 0y
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NAACP Arlington County Branch (1977-1981)
Board MNember (1979-1981)

YMCA Indian Guides and Princesses Board Member and Chief (1980)
of Arlington County Program

Political affiliations and activities:

I am a registered Democrat.

Honors and Awards:

Bronze Star with "V" and oak leaf cluster awarded for
U.S. Army service in Vietnam 1968

Yale University fellowships for graduate study 1968-1972

Published Writings:

“Experience with Controls on Internatjional Capital Movements in
OECD Countries: Solution or Problem for Monetary Policy?",
presented to the Conference on Money and Finance in the Open
Economy at the Institute of Economic Research, Korea University,
Seoul, November 6-7, 19%2.

"Issues of Economic Reform in the Former Soviet Unjon" (with
Peter Dittus): forthcoming in The Revue d'Econonaie Financieres.

"Saving Trends and Measurement Issues™ (with Jorgen Elmeskov and
Warren Tease): Paper presented to a conference on Saving
Behaviour in Helsinki, Finland, May 1991, The Scandinavian
Economic Journal, Vol. 94, 1992, No.2.

Comment on "The Balance of Payments" by Warren Tease in The
- , Proceedings of a

Conferanca sponsored by the Reserve Bank of Australia on 20-21
June, 1990, pp.215-219.

"Ask Not What G-7 Summits Decide But What Direction Tiey Point
In®, Toronto Globe and Mail, July 14, 1989.

"past, Present and Future Agendas": Presentation to a Conference
on Macroeconomic Coordination and the Summit in Toronto, April,
1988. , XV Supplement, February, 1989.
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"The Impact of the U.S. Current Account Daficit on Other OECD

Countries” in
Cures, Albert E. Burger, ed., Kluwer Academic Publishers, 1989,

Current Account Deficit of the 19808 Has Meant for
QECD Economic Stud

*What the U.S.
les No.10, Spring 1988,

other OECD Countries".
“The Theory of the Lender of Last Resort and the curocurrency
Markets,"™ in Robert 2. Aliber (ed.)

» Macmillan Press, Hampshire,

England, 1987. \

"Managing Crises  in the Emerging Financial Landscape”: Paper

presented to a Conference at Ditchley Park on Financial Market

Developments and Financial Stability, December, 1986. QECD
Studies No.9, Fall 1987.

*"Comment on Padoa Schioppa: Policy Cooperation and the EMS

Experience" in
William H. Buiter and Richard C. Marston (eds.) Cambridge

University Press, 1985

“Comment on Terrell and Mills: International Banking Facilities
and the Eurodollar Market" in Paolo Savana and George Sutija
(eds.), , Macmillan
Publishers Ltd. U.K., 1985.

"Stabilization Policies in Open Economies", AEA Papers and

. May, 1984.
"Copment on Clarida and Friedman. Why Have Short-ferm Interest
Rates Been so High?" M

1983.
*"Floating Exchange Rates after Ten Years" (with Bonnie E.
Loopesko) , 1:1983.
"Analysis of Short-Run Exchange Rate Behaviour: March, 1973 to
November, 1981 (with Michael P. Dooley), in

H , David
Bigman and Teizo Taya, eds.; Ballinger Publishing Company,
Boston, Ma. ) )
"Comment on Exchange Rate Volatility" in Dreyeir, Haberler, and

Willett (eds.) i
Amerjican Enterprise Institute, Washington, D.C.

1982,
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*International Portfolio Oisturbances and Domestic Monetary
Policy" (with Edwin M. Truman) in Cooper, et al, The

(Essays in Honor of Robert Triffin), Ballinger Publishing
Company, Boston, Ma., 1982.

"Flexible Excnange Rates, Capital Flows, and Current Account
Adjustment,” Processed, March, 1980.

"Rules for Intervention Without Fixed Parities: (with Michael P.

Doolaey)

Number 77, Board

.
of Governors of the Federal Reserve System, February, 1976.

“Aﬁ:lynts of Short-Run Exchange Rate Behaviour: March, 1973 to

Septenber,

197511 (with Michael P. Doolaey),

Nusber 75, February, 1976. Presented at the

vinter meetings of the Econometrics Society in Dallas, Texas, in
Decenber, 1975 and at the American Enterprise Institute, U.S.
Treasury Confarence on Exchange Markets in Washington, D.C. in

February, 1976.

*Monetary Policy in a Two-Country Model of Macroeconomic
Interaction under a Floating Exchange Rate,® presented to the
Confearence on tha Monetary Mechanism in an Open Econoay in
Helsinki, Finland in August, 1975.

*Intermediate Term Xonetary and Fiscal Policy in a Consistent
Dynamic Framework™ (with Walter Dolde}, presented at the Annual
Meating of the Western Economics Association, 1974.

1). List of Speaking Engagement 199)-Present

May 4-6, 1993
May 1), 1993
June 7, 1993
August 4, 1993

October 7, 1993

october 22, 199)

Rexarks before Asfian Development Bank: Manila,
Philippines

Presentation bafore the Institutional Investor:
Tconomic Growth & Trade Policies

Institute of International Bankers: Waldorf
Astoria Hotel, N.Y.

Symposium on US-Jspanese Financial and Trade
Relations: University of Chicago

House Banking Subcommittee on Int'l Development,
Finance, Trade & Monetary Policy: Sub-Saharan
Africa: The Debt Dimension

Presidency Leadership Conference: Indianapolis,
Indiana: NAFTA
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october 27, 199) Senate Committee on Foreign Relations: US-Mexican
Aqresment on Border Environment Cleanup =

October 29, 199) Wall Street Journal: Conference on the Americas,

Noveaber 11, 1993 Environmental Financial Advisory Board: Int'l
committes Meeting

¥

]

i ] Novembar 17, 1993 Carter Center: NAFTA: National Hemispharic ¢
Global Implications

’ January 12, 1994 Harvard Joint Center for Housing Studies Policy
AdvisoryBoard Business Ntg.

8 February 14, 1994 Remarks to European Institute

3 February 11, 1994 Remarks Before the Banker's Association for
Foreign Trade

February 28, 1994 Global legislators Organization for a Balanced
Environsent

February 26, 19954 Remapping the Global Economy

Karch 24, 1994 Address before Asian Society Corp:rate Luncheon:
Financing the Future: US, Asia & the new World
Order
; April 4, 199¢ council on Foreign Relations: Economic Cooperation
in the Asia-Pacific
: April 6, 1994 Remarks: Securities Industry Association Media
- Seminar
April 19, 1994 House Committee on Banking, Finance & Urban
Affairs re ESAP
May 4, 1994 Association of American Chambars of Coamerce in
Latin America
May 12 1994 African Development Bank in Kenya
j June 13, 1994 Western Governors Association: The North Amsrican
i Developaent Bank and the Border Enviroment

: Cooperation Commission

June 21, 1994 Foreign Press Center

June 27, 1994 vorking Group on Financial Services: US-Japan
Framevork for a Nev Economic Partnership
Regulatory Reform & Competitiveness B2sket

]
o>

22-728 - 96
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July 1, 1994 Interview: the Nihon 2eizai Shimbum
: July 199 Indonesian Economists Association
July 8, 1994 ~  American Chamber of Comaerce in the Phillppines:

Nev International Economic Ordar

Renarks Bretton Woods Comnittee Pane): Do
Orthodox Adjustment Policy Prescript :ns Generate
Sustained Growth

July 22, 1994

August 2, 199%4 Gaston Sigur Center for East Asjian Studies
September 20, 1994 S4th Chicago World Trade Conference
September 2§, 1994 Border Trade Alllance

october 24, 1994 Conference on an Inteqrated Strategy for Transport
and Communications in china: Beijing, China

o s e s L

e

November 9, 1994 Currency Overlay Management Conference, New York

February 22, 1995 House Subcommittee on Western Hemisphere &

‘TA‘
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March 9, 1995

April 6, 1998
May 4, 1995
May 25, 199%
June 12, 1995

July 24, 1995

Subcommittee on International Economic Policy &
Trade of the Comnittee on Int'l Relations Re
Maxico

Institue for Infrastructure Finance in Miaal,
Flordia re: Private Sector Financing of
Infrastructure projects in Latin America

House Banking Subcommittee on General Oversight &
Investigation Re Mexico

Asian Development Bank Annual Meeting in Auckland,
Nev Zealand

African Developaent Bank Annual Mesting in Abuja,
Nigeria

Asian Pacific council of American Chambers of
Commerce

U.S./Korea Business Council

-
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Qualifications:

In my current position as the Assistant Secretary of
the Treasury for International Affairs I have
responsibilities that encompass macroeconomic policy
coordination, international monetary arrangements,
financial services, trade, direct investment, and the
multilateral development banks. In effect, I have been
understudy for the position of Under Secretary for the
past two years. I have had to assess policy options
accross this broad range of responsibilities, work with
the Secretary and the Under Secretary to develop a
consensus in the Administration and with the Congress,
and reach agreements with other governments that
further U.S. objectives. I will bring a solid training
in economic analysis and more than twenty years of
previous experience in applying this training to public
policy problems in the Federal Reserve System, the
staff of the President’s Council of Economic Advisers
and the Sacrectariat of the Organization for Economic
Cooperation and Development (OECD). I have learned a
lot about the practical aspects of policy making and
about working with others to reach agreement, both in
the U.S. policy community and in a multi-national
context (quite different challenges).

I have also taken on substantial management
responsibilities in the policy-oriented analytical
staff of the Treasury, the Federal Reserve System and
the OECD.
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c. FUTURE IXPLOYMENT RBLATIONSHIPS:

1. Will you sever all connections with your present
employer, business firm, association or organization if you
are confirmed by the Senate? Not applicable.

2. Do you have any plans after completing Government

: service to resume employment, affiliation or practice with
your previous employer, business firm, association or
organization? No

3. Has anyone made a commitment to employ your services in
any capacity after you leave Government service? No

1

4. 1f confirmed, will you serve your full term of oftfice?
Yes.

D.  POTENTIAL CONPLICTS OF INTEREST:
1. Describe all financial arrangements, deferred compensation

agreements, and other continuing dealings with business
associates, clients, Or customers. None

2. Indicate any investments obligations, liabilities, or other
relationships which could involve potential conflicts of
interest in the position to which you have been nominated.

R None
; 3. Describe any business relationship, dealing or financial
#

transaction which ysu have had during the last ten years,

whether for yourself, on behalf of a clients, or acting as
sn agent, that could in any way constitute or result in a

possible conflict of interest in the position to which you
have been nominated. None

$. Describe any activities during the past %en years in which
you have engaged for the purpose of directly or indirectly
influencing or affecting the administration and execution
of law or public policy.

None outside official duties as a Treasury offical, as an
officer of the Federal Reserve Bank of New York and as a
member of the Secretariat of the OECD.

S. Explain how you will resolve any potential conflict of
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interest including any that may be disclosed by your
responses to the above i1tems. (Please provide a copy of any
trust or other agreements.) In the event zhat the potential
for a conflict of interest may arise in the future, I will
immediately seek the advice of the appropriate ethics
official at the Department of Treasury.

Written opinions should be provided directly to the
committee by the General Counsel of the Agency to which you
have been nominated and by the Director, Office of
Government Ethics, Office of Personnel Management
concerning potential conflicts of interest or any other
legal barriers to your ferving in this position. These
opinions will ba furnished promptly.

TESTIFYING BEFORE CONGRESS:

Are you willing to appear and testify before any duly
constituted committee of the Congress on surh occasions as
you may be reasonably requested to do so? Yes.

Are you willing to provide such information as 1s requested
by such committee? Yes

OTHER:

Provide the full details of any civil or criminal
proceeding in which you were a defendant or any i1nquiry or
investigation by the Federal, state, or local agency in
which you were the subject of the inquiry or investigation.
None

Given the full details of any proceeding, inquiry or
investigation in which you were the subject of the
proceedin;, inquiry or investigation. None

Have you aver been convicted (including pleas of guilty or
nolo contendars) of any criminal violation other than a
minor traffic offenae? No

pPlease advise the Committee of any additional information,

favorable or unfavorable, which you feel should be
considered in connection with your nomination. None

(ed
€
ighjtude} 1Da£l ‘7 /
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Hooocable Jeffrey R. Shafer

Assistant Secretary of Treasury for Intemational Affairs
1500 Peansylvania Ave, N.W.

Washington, D.C. 20220

Dear Mr. Shafer:

Thank you for sgreeing to belp clarify OPIC policy and procedures regarding
ofinmmmumFmpmMcMoRmCo"aMOou Pursuant to our
discussion a1 the hearing this moming, please provide answers o the following questions:

1. Were there any outside noogovernmental parties that contacted OPIC regarding the
Freeport McMoRan Copper and Gold insurance poticy, and if 50, ideatify these parties
and describe the content and nature of their contacts?

5. 2. Does an insured party have the right to be present wher. OPIC meets with outside
be noagovernmental parties regarding issues that may directly lead to cancellation of its
& cootract? [ ook, at what point is the {nsured able to sddress and refits the third party
claims? 13 it before the cootract is canceled and if not, why not?

3. Can a $100 million contract that requires OPIC board approval to be issued be
canceled without board approval? f 30, what are the policy ressons for not requiring

SR

ki

3

A such board approval?

i 4. IfOPIC makes a written of oral rep joa to 8a insured that « ;nfideatial b
information submitted to OPIC will not be released under a Freedorr of Information Act
request, will OPIC honor its commitment 1o the insured? If not, wiry not?

) 5. 11 OPIC believes that an insured is in breach of its contract, docs OPIC notify the

<4 insured and give the insured an opportunity to cure the alleged breach? Shouldn't OPIC

i policy allow for an insured to cure the alleged breach of contract prior to public release of

= proposals 1o cancel the insurance? 1€ not, why not?
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S. How promptly does OPIC notify an insured of a breach of contract?

6. Does OPIC have established guidelines for determining when a contract has been
breached? Please submit these guidelines and indicate how those guidelines were
followed in the Freeport Copper and Gold case?

|
7. As a member of the OPIC board, do you feel that OPIC management correctly handled
the procedures for cancellation of the insurance and notification of that cancellation in
this case?

[ thank you and look forward to your answers.

Sincerely,
(Gl G

United States Senator

JB/mja
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DEPARTMENT OF THE TREASURY
WASHINGTON

ASSISTANT SCCRETARY Jece~zer 1, 1995
—

The Honorable John B. Breaux
516 Hart Senate Office Building
washington, D.C. 20510-1803

Dear Senator Breaux:

I am writing in response to the questions concerning the
Overseas Private Investment Corporation (OPIC., which you raised
1n a lecter to me of December 1. *

As you know, I am a member of the Board of Directors of OPIC. I
was designated to serve on the 15-member Board by the President
on November 30, 1993. The role of the Board (as set forth :n the
Board resolution enclosed at Tab 1, Attachment C) 1is "to provide
overall policy guidance to the Presidenct” and review large
projects from a policy perspective. A change in the policy ot
the corporation requires the action of the Board, a quorum of
which is set by statute at eight members voting and present. The
President of OPIC implements the corporation’s programs.

Enclosed a: Tab 1 are the written answers to questions one
through six that you posed to me in your letter of December :@.
These answers ware provided to me at my request by OPIC. This
material includes: (Attachment A) *OPIC Contacts with Non-
governmental Organizations re Freeport/Indonesia® (which also
addresses your request in my confi{rmation hearing for informat:cn
concerning contacts between OPIC and non-governmental
organizations and whether they influenced OPIC’s decision to
cancel the Freeport insurance contract); (Attachment B)
*Chronology OPIC Monitoring of Freeport Indonesia Leading up 2
Termination of Insurance Coverage 1994-1995"; (Attachment C) CPIT
Board of Directors Resolution (94)20; {Attachment D) OPIC's
Freedom of Information Act implementing regulations; (Attachment
£} OPIC's standard form of contract; and (Attachment F) OPIC's
October 10, 1995, letter notifying Freeport that OPIC will
terminate the insurance contract.

Your final question was specifically addressed to me:

*“As a member of the OPIC board, do you feal that OPIC
management correctly handled the procedures for
cancellation of the insurance and notification of that
cancellation in this case?*

I do not feel that I have enough information at thie time to
respond definitively to this question. With further informaction,
which may be supplied in the course of the arbitration, it may te



81

2

possible to give a clear answer to this quesz:on. These are
complex matters dependent on fact-finding, wnich has not kteen
completed at this point.

This material responds to the questions you tosed to me in your
letter. I am prepared to discuss this matter further with you.

Sincerely,
L}*jz baﬁ é%‘ Eigh)-fih/’/
Jetfrey R. Shafer

Enclosures: as stated
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1. Question: Were any outside nongovernmental parties that contacted OPIC regarding
cancellation of its insurance contract with Freeport McMoRan Copper and Gold insurance
policy, and if so, identify these parties and describe the content and nature of their
contacts.

Answer: See attached chronology of OPIC's comtacts with nongovernmental
organizations regarding the Freeport contract (Attachment A)

2. Question: Does an insured party have the right to be preseat whea OPIC meets with
outside nongovemnmental parties regarding issues that may directly [ead to cancellation of
its contract? If not, at what point is the insured able 10 address and refute the third party
claims? Is it before the contract is canceled and if not, why not?

Answer: An insured party does not bave the right to be preseat if OPIC meets with
outside parties. OPIC consults with fts insureds prior *o cancellation of a contract. See
artached chronology of OPIC contacts with Freeport McMoRan prior to cancellatioa of
its contract (Atachment B).

3. Question: Can a $100 million contract that requires OPIC board approval to be issued
be canceled without board approval? 1f so, what are the policy reasons for not requiring
such board approval?

Answer: Yes, such contracts can be canceled without * ard approval. OPIC Board of
Directors Resolution (94)20 delegates authorit 10 OPIC management to implement
OPIC’s programs, including the cancellation of an OPIC contract. A copy of that
resohution is attached (Astachment C). B-iase all OPIC Board members have other full-
time responsibilities, the OPIC Board g eets only four times a year. This delegation is
therefore both practical and necessasy to the efficient handling of OPIC's business. OPIC
could not fulfill its mandate if all decisions reydizg the implementation of its programs
had to be made at the Board level The delegation o thority to management was as
expression of the Board's confidence in OPIC managen.eat's ability to manage the dsy-4o-
day implementation of the agency 's programs.

4, Question: If OPIC makes a written or oral representation 10 an insured that
confidential business information submitted 10 OPIC will pot be released under 2 Fresdom
of Information Act request, will OPIC hoaor its coramitment to the insured? 1f not, why
not?

Answer. OPIC compties with the Freedom of Information Act, including its own
implemeating regulations, a copy of which is anacbed (Attachment D).
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$. Queston: IfOPIC bchcm’mkn an insured is in breach of its contract, does OPIC
notify the insured and give the insured an opportunity to cure the alleged breach?
Shouldn't OPIC policy allow for an insured to cure the alleged breach of comract priof to
public releass of proposals to cance! the insurance? If not, why not?

Answer: A standard provision in OPIC's political risk insurance contracts provides that
OPIC may permit an investor to cure a breach in a manner sanisfactory to OPIC, but has
no obligation to allow breaches to be cured. See section 9.04 in the attached copy of
OPIC's standard form of cootract (Artachment E). Unless required by law or court order,
OPIC does not release to the public proposals to cancel insurance contracts prior to
reaching a final determination to terminate.

5. (sic) Question: How promptly does OPIC notify an insured of a breach of contract?

Aaswer: Once OPIC has made 3 determination that a breach has occurred, OPIC notiies
the insured.
6. Quéstion: Does OPIC have established guidelines for derermining when a contract has

been breached? Pleass submit these guideiines and indicate how those guidelines were
followed in the Freeport Copper and Gold case?

Aaswer:  OPIC does not have guidelines, apart from the language of the contract itself
and the circumstances of each case, for determining when a coatract has beea breached.

A copy of OPIC's October 10, 1995 letter setting out the basis on which OPIC terminated
the Freeport contract is attached (Artachment F).




ATTACHMENT A

OPIC Contacts with Non-Governmental Crganizations re
Freeport/Indonesia

June 19, 1995: OPIC receives request from International
Rivers Network (IRN) to meet with a delegation of
representatives from Indonesian human rights organizations
regarding issues related to the Freeport project in
Indonesia. Schedules meeting on June 21, 1995

June 20, 1995: OPIC informs Freeport of its intent to meet
with IRN delegation and requests background information
regarding human rights issues associated with the project.
Freeport sends OPIC public information package regarding
incidents that took place at or near the nine in late 1994
and early 1995.

June 21: 1995: OPIC meets with IRN delegation. Discussion
focused on human rights violations against local Irianese by
the Government of Indonesia with alleged support of
Freeport. This discussion was pot directly pertinent to and
did pot in any way influence OPIC's decision to terminate
its insurance contract with Freeport for breach of contract
on environmental grounds.

July 18, 1995: OPIC receives Freedom of Information Act
(FOIA) request from IRN regarding environmental impact of
Freaeport project.

July 21, 1995: OPIC notifies Freeport of FOIA request,
begins processing request.




June 19-21: 1995: OPIC and Freeport discuss environmental
issues. Freeport sends OPIC public informa::on package cn
recent developments at the site

August 18, 1995: OPIC notifies Freeport by telepnone that
OPIC believes that the scope and envircnmental impacts of
the project are inconsistent with the project as described
in the application materials and contract. OPIC suggests
that Freeport consider voluntary cancellation of coverage.
Otherwise, OPIC would take steps to begin a process to
terminate the contract. OPIC tells Freepor: that it would
have an opportunity to provide OPIC with additional
information before termination becomes effective.

August 21, 1995: Freeport telephones OPIC to express
objections to OPIC's findings and proposed action. Offers to
provide OPIC with additional information. OPIC repeats
request for RKL, RPL and other relevant documents.

August 22-September 11: OPIC and Freeport officials hold
several conversations to clarify respective positions.

Geptepber 12, 1998: Freeport delivers RXL, RPL and other
documents requested by OPIC. OPIC neets with Freeport to
discuss contents of documents.

October 10, 1995: OPIC completes review of RKL-RPL and othar
documents provided by Freeport on September 12. Based on
this review, OPIC confirms that Freeport's implementation of
the project as well as the project's environmental impacts
are inconsistent with information provided by Preeport prior
to the issuance of the insurance contract. OPIC notifies
Freeport by letter of intent to terminate coverage on
October 11, 1995. Provides Fresport with an opportunity to
cancel coverage on its own and to meet with OPIC to discuss

the termination.
Octodber 31, 19%8: OPIC t-rntnatgu coverage.

[ L]



ATTACHMENT B

CHRONOLOGY
OPIC MONITORING OF FREEPORT INDONESIA LEADING UP TO
TERMINATION OF INSURANCE COVERAGE
1994-1995

May 11, 1994: OPIC notifies Freeport-McMoran {("Freepor:”) by
letter of intent to monitor, pursuant to its contract and
statutory mandate, the environmental, U.S, and development
effects of ity Indonesian mining project, insured by OPIC 1in
1990. OPIC requests cooperation in arranging site visit in
July 1994 and a copy of Freeport's official Environmental
Impact Assessment (*SEL™) as approved by Government of
Indonesia (GOI! in February 1994 °

June 1, 1994: Ereeport provides OPIC with copy of the SEL

June 22, 1994: Freeport sends OPIC copy of SEL Volume II
(Appendix)

July 11, 1994: OPIC notifies Freeport of environmental
issues to be reviewed during OPIC site visit

July 17-25, 1994: OPIC visits Freeport site in Irian Jaya,
Indonesia, and meats with Freeport environmental staff both
on-site and in Jakarta

August 3, 1994: OPIC sends letter to Freeport, citing
"difficult and senaxitive issues” identified during site
visit and requests copies of documents and data tetozenccd
but not previously provided by Freeport. .
August 23, 1994: Freeport sends OPIC some of the items
requested in August 3 letter.

November 17, 1994: Freeport environmental management returns
from travel, mesets with OPIC to provide briefing on issues
raised during and atter site visit. OPIC requests copies of
the formal enwvironmental management plan (RKL) and the
environmental monitoring plan (RPL)

March 20, 1993: Freeport and OPIC maet to discuss
environmental issues. Freeport notifies OPIC that RKL and
RPL have been approved by GOI on February 17, 1995. OPIC ~
repeats requast for copies of RKL and RPL.

April 17, 1998: freeport provides OPIC with copies of
various documents at OPIC request. RKL and RPL still

outstanding.
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ATTACHMENT C

BOR(94) 20

BY THE BOARD OF DIRECTORS OF THE OVERSEAS PRIVATE INVESTMENT
CORPORATION

BE IT RESOLVED, that the role of the Board of Directors of the
Overseas Private Investoent Corporation i{s to provide overall
policy guidance to the President of the Corporation and to raeview
from a policy perspsctive projects invelving OPIC insurance whare
the lessear of OPIC's maximum insured amount or the amount of
insured investment exceeds $50 nillion and projects involving
OPIC financing vhere the principal. amount financed by OPIC
exceeds $30 million. Therefors the Board heredby authorizes,
anpovers, and directs the President of tha Corporation to
implement the Corporation's prograes in accordance with all
applicable statutory and other authorities and requirements and
all policies adopted by the Board; provided, however, that any
project exceeding the limits set forth above shall require the
approval of the Board from a policy perspectiva.

Approved by the Board of Directors
on March 22, 1994

Anne H. saart
corporats secretary
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Freedom of Information Act

(FOIA)

Procedures

PAR] 708--DISCLOSURE OF PUBLIC
INFORMATION -

Subpod A~ Genexd

8ec.

Wil Perposs and policy
W) Beepe

W 13 Deflallions.

Subpart B —hocedses and Fees
W0 3 lalermation and records avellobie to
e pudlie.

"w '] 4 asd ds pal goo-
aslly aveliabie 1o the publie.

W Pubile seses Lo (alermalien sad
rocosde.

WS Admisisirstive sppes) of refweal Lo
Glacioss.
Subpart C—Pighis of Submiliess of
Confidersicl Business fosmalion
%83 mwuuwmum

folarme
W W Priee of business lafer-

Gosignation
mation oo privileged or ccalidential.

AVTRORITE: THo Presdem of lalermation
Aol 80 ame0ded, S UBC. W8

Sovace 43 PR 11000, Apr. |13 1000, valem
olhorvies asied

- subpan A—General

the policy of Lhe
all requests for
records

a legitimate pudlic or
. §s required snd/or not
-

Corporation. However,
post alee rofleets Lhe view of the
Corporution that 1he soundness and vi-
obility of maay of 1ls prograsns depend
ta lesge maasuse upon the willingmess
of applicsats for Corporation ssslet-
ance $0 previde full and relladle com-
mercid), flasacial, lechaical and bual-
noss information relating to the con-
doot of thelr alfsirs. Bince the relesse
of such (aformation miay Imperil the
competitive business position and cred-
1t standing of an spplicant. IL is cosen-
Ual thal spplicanis be aseured Lhat
confldential commeiclial o linancla)
iatormetiona whioh Is subniltted to Lhe

m-uu.-mmuaulmum
lo. This part ls designed In past te



tion which may be dis-
clossd or to Incorporats svery szemp-
tion from dlsclosure provided by law.

$708.18 Delflaitlona
(a) Racept an may be olherwise pro-

dafined in the Freedom of Informatien
Act, § U.8.C. 553 shall have ths same

meaning.
(OX1) Act means the “Fresdom of In-
{g;.m” Act,” as amended, 3 UA.C.

* (3) Business Infoermation means trade

formation as is contaiaed In Individual
case flles relating Lo such aclivilies a9
Insurance. loans and lean gusrantess.

13) Dusiness submiiier tnoans Sny por-
son of enlity shich provides businese
Iaformatios Lo the Corporation.

(4) Commercial wir 1
request from oOr on { of one whe
soeks (nformation [or & wee OF purposs
that 1a related Lo the commerce, Lrade,
or peoflt interests of the requester or
the person 0a whose behall the request
1s made. THe tarm comwnticlal use re-
quesier vefers to any person making a
commercial use request. la determia-
Ing whether & raquester properly be-
foags Ia this category, the Corporstion
will determine the wee to which o re-

quested. Where the
seanscnable cause Lo doudt the wee Lo
which & requester will put records
sought, o where that use is not olear
from the request itsell, the Corporstion
may seek additions! olarification be-
fore assigning the request to & specifie
calagory.

(8) Disert costs nesns those espendl-
tures which the Oorpecation aclually
1acare 1o sessching for asd duplicating

$204.13

to a request under the Freedom of In-
formation Act.

(6) Duplication refers to the process of
makisg o 00py of & document s vallsbie

Lo the FOLA trequéster. Oopled will be
in the form of-k photoco
of the original doomiment, " 4

(Y) Educational instiiution velers to a
proschool, & pudllo or privats elemen-

andergradaate
sducation, as Inetitatien of profes-
sional education saé an imetitutios of
vocatiosal education, which operates &
peogram or programe of seholarly ve-

) FOI4 means the Act.

() Nou-cowmnercial scienlific instidution
rofers to an (matitation Lhat i net op-
oraled o8 & ocommercial basls and
which Ie opersted solsly for the pur-
pose of conduoting sclentific ressarch,
e results of which are not ialeadsd Lo
promote any partioular prodwot or In-
dustey,

(10) Representative of 1he mew) media
relers Lo aay poceon aclively gatbering
pews for ea entily Lhat ls srgasited
asd operated to publish er breadcast
mowe to the pudlio. The terta “mews"
sosans Information that ls sbout owr-
Tont evenla of that would be of curvent
intersel to the public. Bxamples of
nows media entities inciude television
or radio stations biosdoasting Lo Lhe
publio at lazge, and publishers of peri-
odicale, but only (a those (pstances
whea thay can quallfy as dlesemilnators
of “nows” who make their producls
avallable for chase or ssbecriptios
by the publio. These esxamples
sre not intemded to be all-Inciwslve.
Moceover, as traditioss! raethode of
pews delivery evoive (o.q., electrenie
dssemination of newnpapers (hrough

this category. la the case of “free-
laaoe’ jJournalists, they may be re-
garded 1a working for & Dewa Organisa-
tioa U they caa demonsirates 8 eolld
basls for eapecting publication through
thal orgsalsstion, sven Lhough not ao-
tually emploged by It A pubdilcation

traot }4 be the olearest peoel.

aad o 100 asse of commercial roq
e rovieelag) ¢ te to 1 2

Sat the Corporation may alse look Lo




$706.21

the psat publicatton record ¢{ a re-
quester in making this determination.

(11) Review refors to the prr.csss of ex-
smining dooumsnts located in response
to a “commercisl use rejuest’ under
the Act (a8 the term “commarcial use
request’ 1e defined In parsgraph (LX)
of this section) to determine whetber
any portion of any document located 1s
pormitted to Do withheld. The term
“review"” includes proocessing any docu-
meats for disclosurs, including dolng
all that 1s Decessary to esxcles tunpt
portions and othe:wise prepars tham
for relesss. Riview doss not Include
time speat resolv'ng geaeral legal or
policy lasuss rega-ding the application
of ezemptions.

(13) SearchA [ncludes all time spent
looking for mate:ial that is responaive
$o request, looluding a page-by-page or
1ine-by-line identification of materia)
within dcouments. Line-by-llae cearch
will not be doon when duplicating an
nuro dooument would prove to be Lhe

less oxpensive tnd quicker method of
complyiag with a request.

Subpart 8—hoceduwes and Fees

90691 lafermition and reserds svall
' able 1o the pubdlie.

(s) Geusral. Corporstioa Information
and recerds in ¢ xlatence which sre pot
snept Grom clsclosurs by law are
avallade for public inspection and
oopying (a thd mannesr specified in
170053 of this part. A (es will be
charged for the Corporation's expenses
Incurred In searching for, reviswing,
“ﬂlu&lu. tabulating and compiling

e faformation and records In ao-
©0rdance with Lhe cbarging system and
uld-lool fess set forth in §700.38.

(b) Matesials avatiadie frem ths Office
of Public A/fais. Por the convenlenoe of
the publlo, the (ollowing Corpocation
taaterials will be maintained and read.
1y avalladle from the Office of Publio
Allalre.

(1) Curvent lssuss of the Corpota-
Uon's aanual repors, which report ordl-
aarily sets forth:

(1) The pames of mluuu of Cor-
porstioa loans, gusrnatess
6ad other assistonce duriag the flecal

Joaz covared;
(1) The kiad and amoust of sasist-
aace provided;

22 CFR Ch. Vi (4-1-95 Ecion)

(1) The purpose of the approved as-
sistance In genersl terms;

{lv) Btatistical dala on Corporatioa
programs; and

(v) The sudited financlal staternents
of the Corporation.

(3) Pamphlets describlng Corporation

programs;

(3) Blank Corporstion
forma cwrently in use; and

(4) Proaa relesses.

(0) Maiertals avalladle from the Assist-
axnt Gensra! Counsel for Ciabmi. The As-
sistant Qeneral Counsel for Claima
mwn public Information files re-

Lo the determination of claims
filed under the Corpofation's political
risk losprance cobtracts and & llst of
l.ll ouuu rescived by cash settlements

] Pubdlic to such
whllo {nformatioa nln will be granted
In accordance with the procedures ds-
scribed 1n §706.2%b) of this past.

(4) Malarials avalladle from the Cor-
porate Secvetary. The Corporats B8ec-
retary maintains public information
flies containing the minutes of Lhe pud-
Ho portions of the Board of Directors’
mestiags. as well as the resolutions of
the Board of Directors. Public access Lo
such information will be granied in ao-
€ordance with the procedures described
Ia §708.24c) of this part.

170633 Llaformation end records mot
goasrully avallable to tbe public.

The following kinds of fles, docu-
maents, records, and items of Informa-
tion, among others, are genernlly not
avaiiabdle to the publlc:

(8) Business information as Lhat term
19 defined In § T08.1XDX3) of this part:

(b} Information provided In spplica-
tonas for political rcisk Insurance,
loans, loan guaranties and othsr Cor-
poration sasistance;

(o) Ilnsurance policles, loan agreo-
ments and loan guarantes sgresments
relating to apecific reciplents of Cor-
pofation aasistance;

(4) laformation on declined, wilh-
drawn or canceled applications for Cor-
poration assistance;

(o) [aler-agency or lnire agency com-
mualcations aot routinely avallable to
o party la Hiigetloa with the Corpora.
tios. locludiag. amoag olber thinge.
memorsada belwesn officials or agen:
cles, Corporation aslall memorands.

Insurance

350
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opllnou and fnterpretations prepared
y Corporation attorneys or oossult-
nu. ressarch studies pesformad fnter-
sally or under .conirasst for intermal
management purposss, and (nternal
ement reports; and
(N Personnsl files and related doocu-
menta contalning private or personal
Information.

170623 Publio access te lafermation
and resorda.

(a) Access (o roulinely avaliadle Infor-
mation. Corporation (acilities are avail-
able 0 the public between &:4b a.m. and
530 p.m. (sxoept for Saturdsys, Baw-
days and official holidays) for odtaln-
ing coples of materisls of the kind de-
scridbed 1p § 906.231(D). Persons wishing to
obtaln coples of such documents may

uut them by reporting fa persoa to

on reoceptionist, by tele-

phonlu the office of the Dirsctor of

Public Affairs at (302) 457-7083 or by

writing the Corporation to the stien-
tiva of such offioer.

(b) Aocess te the pudlic information files
on claims. Access by any raember of the
public to the Corporstion‘s pudlic im-
formation flles on claim matters de-
scribed 1o §708.21(c) shall be granted by
appolatmaent only. desliring
such access may request am appolnt-
ment by tslepboning the Clalms Resist-
ant at (203) 441-1019 or by writing the
Corporation to the attention of such
officer. Although the Corporation will
endeavor to grant an appointment at
e Ume muuud s0me delay may e

ired ot times b of the small
sise of the Corporation’s stall. Persons
desiring access to the public informa-
tioa files should seek aa appointoeat
at least twenty-four hours ia advanoce.

(0) Access te pudlic informalion fllss on
board maliers. Accass by any member of
the pubdlic to the Corporstion’s public
iatormation Nles described fn §108.21(d)
shall be granted by appointment oanly.
Persuns desiring such access may re-
quest an appolaiment by tslephoning
Lhe Corporals Becretary at (302) 41-
WM or by writing the Corporation to
the attention of such offloer.

(@) Access (o ony 7ecords of the corpora-
tion net slher:siss mads availadie by (he
corperalion (o (he public. Access Lo
records of Lhe Corporation other than
Lhoss deacribed In paragraghs (). (e).

§206.2%
and (4) of §108.2], or the duplication of
sach records, shall be granted caly
upon specifio written request to the

to the Vice
Presideat, Of of Corporate Commu-

the ocountry, project or persoa In-
volved. Any request which does not de-
soch records in -umam detatl

$0 permit Lhe staff of the Corporstion
to u thern shall be

o0a MAking the request to be mors ape-
cifio In deeceibing the document or la-
formation sought.

$ 70434 Netificalion of corporation sc-

Persods makiog a requeat for disclo-
sure pormaily will de notifled of the
avallabllity of the material wilhin tea
working dayes after the date of receipt
of the request. The Iaformation or
records subject to releass shall de
made avallable promptly provided Lhe
requirements of §704.28 regarding pey-
meat of {ess are satisfied. Any denlal of
& request in whole or in part shall be
made in writing and such notification
shall set (orth the resscns for the de-
slal. Any person whosee request for in-
formation has been denied may sppeal
from such determination in accordance
:‘l:: the provisions of §108.27 of this

170638 Eateasion of time.

Although the Corporation will make
avery effort Lo reapond Lo an inltial re-
quest for disclosurs of information
withlo ten working days, there may be
delays because of the Corporation’s
limited atafl. Moreover, in certaln clr-
cumstances the period of Lime within
whioch the Corporation will respond to
an (nitdal request will be extended by

a1
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$70828

* an additiopal ten working days. Cir-
cwnstances which would necessitate
:ua s extension Include the follow-
ag:

(a) The nead Lo ssarch (or and collect
requested records from storage facill-
ties located outside Corporation prem-

(b) The peed to search for, collect,
snd appropriately examine s volumi-
8008 amoust of separate and distinot
records which are damanded In & single

request;

(o) The need for consultation with
another agency baving a substantial
faterest In the determinstion of the re-
qQuest, oF AMOAg tWo OF MOre oompo-
peats of the agenay baving substantial
sudject-matter intersst thereln; or

(4) The need Lo notify the submitter
of confidential business {aformation of
the request and o allow a reasonable
rrlod for odjection to disclosure per

1708.51 of this part.

It {s the practice of the Corporation to
lsform a requester In wriling or by
telephons of any anticipated delays.

(a) General pelicy. A (e repressnting
direot coste ehall be charged for serv-
1088 readered by the Corporation under
5 U.8.0. SX») o Nunishing falorma-
tion to members of Lhs pudllo, In ac-
ocordance with the provisions of pera-
graph (0) of this section and as required
or parmitted by law,

(d) Andticipated fess. A letter request-
Ing & documeat or Information should
specifically state that all ooets charge-
able nader this section will be paid or,
dumunly au my vt:l be paid up

, and
Lhe request 1a expected to 1nvoive fess
I8 ez0ees of §26, or It Is estimated by
the Corporstion that the fes will ex-
o0ed the dollar Iimit specified I the
reqasst, the Corporation will notify the
requeatar of the sstimated fes prompt-
1y upon receipt of the request. The re-
quest will not be deemed to have been
reosived untll the Corporation recelves
& roply from the requester stating its
willingness'to pay the sstlmated fee.
(0) Uniform fos schedule. Vees will be
charged Ia accordancs with the cat-
egory of llo requester and as specified

22 CFR Ch. VIl (4-1-95 Ecition)

below. All ohotocopying costs will be
s8se8s0d st the rate of 30.15 per page.

(1) Commercial use 1equesters. “'Com-
merclial use requeaters.’” as tbat term
{3 defined 1n §108.13 of this part, will be
charged the direct cost of all time
apent searching for and reviewing for
releass tBe records requested. Bearch
costs are §13 per bour. Review cosls are
$3) per housr. Bearch and review costs
will be assessed sven though no records
may be found or, after review, there is
BO disclosure of records. All pages
photocopied will be ssseseed at Lhe rate
set out above.

(3) Educatienal and non-commercial sci-
entiflo institution requesters. The Cor-
poration will provide records to ‘‘edu-
cational fastitulions’ or ‘“‘non-com-
mercial scleatifio institutions,” as
those Lerms are defined o § 10613 (XT)
and (dX0) of this part, for the oot of
reproduction alons. Nr .~e will s
obharged for the costa of . loocopying
ths firet 100 pages of documents snoom-
passed by & request. The fee for all
pages photocopied will be assessed st
the rate set out above. To be eligible
for inclusion in this calegory, request-
ore must show that Lhe request s being
made under the suspices of a qualifylng
“sducstional Isstitution" or ‘‘aon-
commercial sclentific fostitution™ and

.hat the recorda are sought lo further-

ance of scholarly (if the request s from
an educational Institution) or aci-
entific (If the request (s from & non-
commarcial scleatific inatitution) re-
search.

(3) Representatives of the news media.
The Corporation shall provide records
t0 “repressntatives of the Dnews
media,” as that term s deflined fo
$706.13(0X10) of thia part, for the cost
of reproduction alone. No fes wlill be
charged (or the cosls of photocopyliog
the firet 100 pages of documents encom-
passsd by & request. The fee for all
pages photocopled will be asscusod at
the rate aet forth ubuvu To be eligible
for inclusion (n this cateyory & re-
quester must be & “‘representative of
the news media’ and his or her request
must mot be made for a commercial
use. [a reference Lo this class of re-
Qquesiar, a request for reconds support-
ing the news dissemication functicn of
the requesiser shall not be consldered Lo

353
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be & request Lhat (s (or a commercial

use.

(4) Al other requesters. The Corpora-
tion will provide documents Lo request-
ors wha do pot f13 1nto any of the cat-
sgories in parsgraphs (cX)), (3), and (3)
of this section for the cost of any
search tims In excess of two hours and
for photocopying any documents in ex-
coss of 100 pages. The fes for ssarch
tims will be sssessed at the rate set
forth in paragraph (oX1) of this section.
The fee for all pages photocopled will
be 88008024 at the rate set forth above.

(4) Nom-payment of fees. (1) The Cor-
poration will begin assessing interest
charges on ths 3lst day following the
day on which the requester is advised
of the [lee ocharged, such Interest
charges Lo accrue as of the date of such
notification. Iaterest will be at the
rate preecribed In 31 U.8.C. INT.

(3) Whers a requester has previously
failed to pay a (ee charged i a Umaely
fashion (l.0. within 30 days of the bdill-
ing dats), the Corporation will require
the requestsr to pey the full amoust
owed plus any applicadble interest a3
provided above., and to make an od-
vance payment of the full amount of
the estimated fes before ths Corpora-
tion begins Lo Process & Rew request or
» pending request from the req

(3) When the Corporation aots under
parsgraph (cX1) or (3) of Lhis seciica
the administrative time llmits pre-
scribed 1n subsection (aXé) of the Act
(1.0. 10 working days from receipt of
faftial request and 20 working days
from receipt of appeals from initial de-
nial plus permissible extensions of
these time Iimita) will begin only after
the Corporation has received fse pay-
meats described adbove.

allowable charges that & request

§708.26

—
public understanding of tbe operations
or activities of the government and is
pot peimarily in the commercial inter-
o8t of the requestar.

(1) 1a detarmining whether dlsclosure
of the information Is in the pudlio In-
tersst because 1t ia likely to coatribute
significantly to public understanding
of the operations or activities of the
governmant, the Corporation will con-
sider the (ollowing factore:

(A) The subject of the request:
Whether the sabject of the requesied
records coooerns the operations or ac-
tvrities of the goverament;

(B) The informative value of the In-
formation to be disclosed: Whether the
disclosure is likely to contribute to an
understanding of government opes-
ations or activities;

©) m oonlﬂbuuon to an undcr-

L. of the the

L by
publlo lluly to result from dholoun
Whether dis of the ted In-
formatioa wil) oonu-lbnu to publio un-
dere! ng; and

(D) The s!gnificance of the conlridbu-
tion to pudlic understanding: Whether
the disclosure s likely to coatridute
significantly to public understanding
of go 4 or activities.

(u) In doumnnlu whether dlsclo-
sure of the fnformsation is not pri-
marily in the commercial Interest of
the requester. the Corporation will
consider the foliowing factors:

(A) Thoe existence and magnitude of a
commanial interest: Whathar the re-
quester has a commarcial iaterest that
would be furthered dy the requested
disclosurs; and, If s0

(B) The uunuy interest (a disclo-
sure: Whether the magonitude of Lhe
1deatifled commercial Intersst of Lhe
ter ls sufficiently large, In com-

blio lotereat La dis-
osure is peimazily In

be required to pay are muu to ueud
§360 the Corporation will require a re-
quester to make an advance payment
of the entire fee befors contioulng to
process the requeat.

{0} Walving or seducing In (1) In ac-
cordance with section ($XAXE) of the
Aot the Corporation will furalsh doou-
meuts without charge or at reduced
oharges If disclosure of the laformation
1o in the public irterest because it is
dxely to contribule sigoificantliy to

that
the commarcial fatersst of the re-
quester.

~ (7) The requester (n all cases has the

burden of presenting sufficleat evi-
dence or Informalion Lo justify the re-
Quaeater walver or reduction.

(8) Resirictions on assesnng fees. With
the exzoeption of requesiers sesking
documenta for a commercial use, 960-
tion (IXA)iv) of the Act, as amended,
requires sgencies o provide the fAirst
100 pages of duplication and the firet

353
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§306.27

_two hours of ssarch tme without
charge. Moreover, this section pro-
hibits sgencies from charging fees to
any requester, including commercial
use requeaters, if the coat of collecting
the fee would be equal to or greater
than the fes itself. Theee provisions
work together so that, ezxcept for oom-
merolal use requsstare, the Uorporation
wil) not begin to assess fees until after
providing the free search and repeoduc-
tion. For example, for & request that
involved two hours and ten minutes of
search time and resulted in 166 pages of
documsnts, the sgency will determine
the cost of oaly 19 minutes of search
time and only “\ve pages of reproduo-
tion. If this 00t . is squal to or less than
the cost of procsssing the fee collected,
there will be no charge to the re-
quaester.

(b) Documents made available free of
charge. No (s will be charged to any
requester for auy brochure or annual
report readily avallable from the Office
of Publio Affalre pursuant to §708.31(b).

(1) inspection. Persons may Inspect
and copy in the Corporation’s facilities
specifically requeated documenta other
thsn those which are not generslly
avallable uader §708.23 or exsmpt by

(§) Other provisions— (1) Charpes for
unsuccessful search. The Corporation
will ssseas charges for time spent
ssarching, sven if the Corporation falls
to locats the records or if records lo-
cated are dstermined to be exsmpt
from disclosure.

(3) Apgrepaling requesters. When the
Corporation reasonably believes that a
requester or group of requesters Is st~

to break a request down iato
a series of requests for the purposs of
ovading the assessment of fees, the
Cotporstion will sggregate any such
requssters and oharge acoardingly.

(®) Effect of the Debt Collection Act of
1083 (Pud. L. 97-385). The Corporstion
will use the suthoritiss of the Dedt
Colleotion Act, including diaclosure to
ocobsumer reporting agencies and use of
oollection agencies, where appropriste,
t0 enoourhge repayment.

[{)) . (1) All payments
usdar thls section shail be ia the fors
of a personal cheok, dank draft drawn

22 CFR Ch. Vil (4-1-95 Edition)

on s bank located in the United State,
or cash. Remittances shall be .
paysble to the ordar of United 8
Treasury aand mail to the Director of
Publio Affairs, Office of Corporate
Communications, Overseas Private In.
vestment Corporation. 1616 M Street
NW., Waahington, DC 20627. The Coe.
poration will assume no responsibility
for cash which s oot In the rmall.

(1) A receipt for feos paid will be
given only upon regusst.,

(131) Where 1t is anticipated that the
fees chargeable under this section wi})
amount to more than 325, and the re-
qQuester has not tndicated In advance a
willingness to pay fees as high as are
antiolpated, the requester will be
promptly nctified of the amount of the
anticipated fee or such portioa thereof
a8 can readily be estimated. In appro-
priate cases an advance deposit may be
required. The requester {8 at any time
welcome to for with the Di of
Publio Affalrs in order to formulate the
request {n & manner which will reduce
the fee and mest the noeds of the re-
questes. A requeat will not be desmed
to have been received until the re-
queater has agreed to pay the antici-
pated fees and has made a2 advanca de-
posit If one I required.

706.37 Admialetrative of
L] il appsal re-

(a) Who may appeal. Any person
whose frequest for Information o¢
records bas been dgnled in whole or 1a
part shall be entitled to submit & writ-
ten appeal to the Corporation.

(b) Time for appeal. An appesl from &
donial may be (lled with the Corpora-
tion at any time within 20 days follow-
log tbe date of receipt of the Initial de-
termination, in cases of denlals of an
sotire request, or from the date of re-
celpt of any records being mads avall-
sble under an initis) determination la
cases of partial denlals.

(c) Form of appeal. An sppeal shall be
by letter addressed to the Vice Presl-
dent & General Counsel, Oversess Pri-
vate Investment Corporation, 1818 M
Bireet. NW., Washington, DC 20521, The
snvelope and the letter setting forth
the sppeal shall be olearly marked 10
ocapital lettars: FREEDOM OF INFOR-
MATION ACT APPEAL. The letter
shall rsasonably describe the informa-

354
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or records requesated and such
dod pertinent facts and statemenis os
“':muuu may deem appropriste.
‘”.”ul submitted in an envelope
‘:,,,. is not addressod to the Vice
'rm“"" & Goneral Counsel will not
deemed to have been recelved until
time aa the appeal is forwarded to

soch ofBON" Fioal

Aardsd

$706.01

formation on the expiration of 10 work-
Ing days from the recsipt of the notice.

() The business submitter may,
withio 10 working days of the forward-
Ing of the Cosrporation’s notlfication
under paragraph (a) of this seculon,
submit to the attention of the Director
for Public Affairs, with copy to FOIA
Counsel, written objection to the dls-

corp

@ P on Gecisiona on appeais from
ssnisls uests for information or
:.‘a'?“u made i writing by the

Vice President & Genersl Counssl or
Maher designos withia twenty working
after the date of receipt of the re-
quest, uploss an sxtension of up to ten
working days has been desmed nec-
sssary in accordance with the proce-
dures oot forth in §706.25 of thi .
The 10-day extension may bs applied to
the response to the Initial request or to
the , or to both, but In no event
shsll the extensicn exocsed a Lotal of
wa vorkiog days. If the decision up-
dolds the denial of the request, the ap-
peilant shall be notifled in writing,
which notice shall set forth the reasons
for upholding the previous denial. If
the Vice President & Gensral Counsel
or hisher designes acts favorably on

gk

of the information requested,
specifying the grounds upon which it is
oontended that the information should
Bot be disclosed. In setting forth such
grounds, the subdbmitter shall specify to
the maximum extent feasible the baals
of its belief that the nondisclosurs of
sny ftem of information requested s
mandated or permitted by law. In Lhe
case of Information which the submit-
ter bslieves to be exempt from dlsclo-
sure under subsection (bX4) of the Act,
the snbmitter shall demonastrate why
the Information is considered a trade
secr ot or commarcial or financial infor-
mation that is privileged or confiden-
Hal. Xoformation provided by a busi-
ftess submitter pursuant to this para-
STaph mey (tself be subject to disclo-
sare under the Act. The 10 working day
petiod for providing the Corporation
w.lua & statament objecting to tluldu-

appesl, the Information oc d
:uuud shall bde mads avalluble
promptly provided the requiremsnta of
$304.38 regarding payment of fees are
satlsfled.

C—Rz:l ol Submitierns of

Subpart o

$70631 Notlficallon to submitiers of
business informatien.

(s) Excepl as provided In paragraph
(c) of this section, the Director for
Pudlic Affairs will promptly notify a
“business submitter’” (as that term is
dalined 1n §708.13(DX3) of this part) that
8 request for dlsclosure has been made
for any “business information™ (as
that term {s defined In Section TOG(bX32)
of this part) provided by such submit-
ter, and shall describe the nature and
ope of the request and advise such
sbmitter of its right to submit writ-
Wa objections In response to the re-
taest. Buch notlice of intent to disciose
S4ll be made to the submitier in writ-
iag 004 aball state the Intent of the
Carporation to discloss Lhe busiaess In-

of Informati p

an FOIA request may be extended by
the Corporation upon recelpt of a weit-
ten request for an exteasion. 8uch
written request shall set forth the date
which the statement §s expected to be
completed and shall provide reasonsble
Justification for the extension. The
Corporation’s approval of a request for
an extsnsion shall not b unressonabdly
withheld.

(c) The Corporatlon will not ordl-
parily notify the submitter pursuant to
paragraph (a) of this section If:

(1) The Corporstion determines, prior
to giving such notice, that the request
should be denled;

(3) The disclosure Is required by law
(olher than pursuant to § U.B.C. 853); or

(3) The information has been pub-
ifsbed or otherwise made avallable to
the public, Including material de-
scribed In §1706.21.

(4) The Corporstion shall carefully
conaider the objections of the submit-
ter made pursuant to parsgraph (b) of
this section and shall promptly notify
the sudbmitter of any (inal determina-

355
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ATTXCHMENT E

Form 234 KGT 12-85 (Second Revised)
OPIC Contract of Insurance No.

OVERSEAS PRIVATE INVESTMENT CORPORATION
CONTRACT OF INSURANCE

Against

as defined below,

between the Overseas Private Investment Corporatiom (“OPIC") and

a corporation organized and existing under the
lave .f the State of

(the "Iavestor™).
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- Article VI - Pclitical Violence - Scope of Coverage*

6.01 Loss Due to Political Violence
6.02 Exclusions

Article VIT - Political Violeace - Amount of
Compensation*

7.01 Basis of Compunsation,

7.02 Liaitations T——
7.03 Investor's Share .
7.04 Book Value of Insured lavestment
7.05 Appraisal

7.06 Estimated Compensation

Article VIII - Procedures

8.01 Application for Compensation
i 8.02 Assignment to OPIC
' 8.03 Security
8.04 Excess Salvage Value
8.05 Arbitration
8,06 Election of Amount of Coverage
8.07 Termination
8.08 Legal and Miscellaneocus
8.09 Notices
8.10 Refund of Premiums

Article IX - Investor’s Duties

st

Article X -~ Amendments
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vi-l
vi-1

vII-1 .
viI-1
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vII-2
viI-3
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VIII-1
vItI-2
VIII-2
VIIl-2
vIII-3
viII-3
vIiIe-3
VIII-
VIII-4

IX-1
x-3
1X-3
X-4
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1.02 Eromisss.

OPIC promises that if acts occur during the term of this contract
which satisfy the requirements for coverage in Article __, __, or ___ ,
OPIC will pay the Investor the amount of compensation provided in
Acticle __, __. or ___ , in accordance with the procedures in Article

VIII.

The Investor promises to comply with the duties in Article IX. 1If
the Investor violates any of those duties, the Investor may lose rights,
including the right to compensation.

.

Amendments to Articles I through IX may be contained in Article X.

1.03 mmunun.ﬂmn:n:nm.

OPIC will not pay compensation under this contract in an aggregate
amount that ds

1.04 Full Faith and Credjt.

The full faith and croedit of the United States of America is
pledged to secure the full payment by OPIC of its obligations under this
contract.

1.05 Iemm.

This contract shall enter into force on the date it has been signed
by OPIC and the Investor and shall terminate ___ years aftervard unless
terminated earlier (§8.07; §9.02).

1.06 Premiums and Coverage Electiocna.

The Investor shall elect amounts of coverage (§8.06) and pay
premiums on or before each annual anniversary of the effective date of
the contract.

The coversges and premiums for the first periocd shall be as
tollowat



-

AR el e EYE e SRR,

O

R

o R

2.01

Local currency shall be deemed

.

inconvertible and compensation shall be payable, subject to the
exclusions ($2.02) and limitation (§3.02), if neither the Investor nor

the foreign enterprise is able legally

(a) to convert_earnings from or returns of the insured investment
into United States dollars through any channel during the

days immediately prior to a claim to OPIC, except at an exchange
rate that is less favorable than the then-prevailing exchange rate

descridbed under §3.01.2, or

(b) to transfer such converted earnings to the United States during
such period.

2.02 Exclusiona. No compensation for inconvertibility shall

be paysble if

(a) Rxe-—existing Restrictiona.

(1) An investor in comparable circumstances would have been
unable legally (&) to convert locsl currency iato United States
dollars on the date of this contract or (b) to transfer such
dollars to the United States on the date of this contract; and

(2) The Investor kmew or should have kunown about the
restriction; or

(b) Inveator Diligence. The Iavestor has not made all ressonable

efforts to convert the local currency into United States dollars or
to transfer such dollars to the United States through all direct
and indirect legal mechanisms reasonsbly available; or

(c) . The local currency represents funds which were
previously converted into another currency; or

(d) Provocation. The preponderant cause is unreasonable action
sttributable to the Investor, including corrupt practices.

(e) Use Reatricted by Expropriation. The use of euch local

currency is restricted by an expropriatory actiom (§4.02).
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4.01

Article IV - Expropriation - Scope of Coverage.

Compensation is payable for total expro-

Taotal Expropriation
priation (§5.01), subject to the exclusions (§4.03) and limitations

(§5.04), if an act or series of acts satisfies all of the following
requirements:

4.02

(a) the acts are attributable to a foreign governing authority
which is in de facto comtrol of the part of the country in which
the project is located;

(b) the acts are violations of international law (without regard to
the availability of local remedies) or materisl breaches of local
law;

{c) the acts directly deprive the Investor of fundamental rights in
the insured investment (Rights are 'fundamental' if without them
the Investor is substantially deprived of the benefits of the
investment.); and

(d) the violations of law are not remedied (§5.01.9) and the
expropriatory effect continues for six months.

. Cowpensation is psyable for an

Exprooriaticn of Funds
expropriation of funds that constitute a return of the insured investment

or earnings on the insured investment (§5.02) if an act or series of acts

4.03

(a) satisfies the governmental acticm, illegality and duration
requirements ($4.01(a), (b) and (d)); and

(b) directly results in preveating the Investor from
(1) repatriating the funds; and

(2) effectively controlling the funds in the country in which
the project is located.

Exclusions. No compensatiocm for expropristion shall be payable if

(a) Pravocation. The prepouderant cause is unreasonable actiom
attridbutable to the Investor, including corrupt practices.

(b) Government Action. The action is taken by the foreign
governing authority in its capacity or through its powers as a
purchaser, supplier, creditor, shareholder, director or manager of

the foreign enterprise.
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of assets to realizable value. OPIC may adjust financial statements 1
reflect the effact of events that occur before the expropristory effect
commences, such as events of loss which are later confirmed. )

4. Other Compensation and Retained Property. OPIC may reduce

compensation by the amount of

(a) compensation received from other sources on account of the loss
(excluding compensation payable under other insurance policies,
except to the extent necessary to prevent the Investor from
recovering more than the amount of the loss as recognized under any
of the policies under which compensation is due, without regard to
policy limits); and

(b) the book value of commercially viable property which remains
subject to the Investor's effective disposition and control after
the expropriatory effect commences (unless OPIC requires the
Investor to assign the property (§8.02)); and

(c) any obligation the Investor is relieved of by the expropristica.

The reduction shall be proportionate to the extent that these items are
attributable to the insured investment.

$. Start-up Expenses. If the book value of the insured investment
of a new foreign enterprise in the development stage is less than the
insured amount originally contributed, the accumulated loss will be
disregarded if

(a) the foreign enterprise is newly formed for the principal
purpose of undertaking the project,

(b) the foreign enterprise is a going concern as of the date the
expropristory effect commences,

{(c) that date is within three years of the date this contract is
issued, and

(d) it is clear that no adjustment to book value is necessary by
reason of obsolescence or permanent reduction in recoverable values
of productive facilities or assets.

5.04 Limitationa. Compensation shall not exceed aay of the following
limitations:
(a) Cucrent Insured Amount. The Current Insured Amount (§8.06) om

the date the expropriatory effect commences;
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Article VI - Political Violence - Scope of Coverage.

. Compensation is paysble, subject

Loss Due to Political Violepce
to the exclusions (§6.02) and limitations (§7.02), if political violence

is the direct and irmediate cause of the permanent loss (including loss
of value by damage or destruction) of tangible property of the foreign
enterprise used for the project.

6.02

"Political violence" means a violent act undertaken with the
primary intent of achieving a political objective, such as declared
or undeclared war, hostile action by national or intermational
armed forces, civil war, revolution, insurrection, civil strife,
terrorism or sabotage. However, acts undertaken primarily to
achieve labor or student cbjectives are not covered.

Exciusions. No cecmpensation for political violence shall be payable
(a) Excluded Property. For loss of precious metals, gems, works of

art, money Or documents;

(b) Winimm loss. If the smount of compensation payable would be
less than $5,000;

(e) . If the loss reaults from the
failure to take reasonable messures to protect or preserve the
property; or

(d) Pravocatiog. If the preponderant cause of the loss is
unreasonable sction attributable to the Iovestor, including corrupt

practices.
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7.03 lavestor's Share. 'Ianvestor's share' means the ratio that the
equity owned by the Investor bears to the total equity of the foreign
enterprise.

7.04 Bogk Value of Insured Iovestment.

(a) Bogk Value. Book value is based on financial statemeats
maintained by the Investor in sccordance with §9.01.6 for the
foreign enterprise. However, OPIC may

(1) conform the financial statements to principles of
accounting generally accepted in the United States; and

(2) make adjustments (§7.04(b)).

OPIC shall be bound by the Investor's choice among generally L4
accepted accounting principles, if the choice is consistent with

the Investor's own accounting, unless such choice results in a

substantial overstatement of the fair market value of the insured

investment or the foreign enterprise as an independent entity.

(b) Adjustments. .

(1) lavestments of Property. Non-cash items contributed to the
investment shall be adjusted if necessary to reflect the fair
market value of the items furnished at the time of contridutice
to the project, plus freight, instsllation and other ressonable
direct costs incurred in furnishing the items to the project.

(2) Nen-Insuxed Contribution. Any direct or indirect
contribution (and retained earnings thereon) bty the Iavestor
after the insured {nvestment is made shall be deducted fros
book value of the foreign enterprise.

(3) Special Accounting Rules. Dealings among related parties

shall be adjusted if necessary to reflect transactiocns as they
& would have occurred had they been at arm's length, and

forgiveness of obligations shall be disregarded. Each entity
shall be accounted for as if it were a sepsrate person for
income tax purposes, and the effect of tax shifting
arzangements shall be disregarded. Obsol or p
reduction in recoverable values shall be recognized by
adjusting the book value of assets to realizable value. OPIC
may adjust financial statements to reflect the effect of eveats
that occur before the loss of propsrty, such as events of loss
which are later confirmed. s
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Article VIII - Proceduxes.

8.01 . An application for com *nsation
shall demonstrate the Investor's right to compensation in the amount
claimed. The Investor shall provide such additional information as OPIC
may reasonably require to evaluate the application. The Investor may
amend or withdraw an application for compensation at any time, but the
right to recover compensation will be lost for any acts covered by a
withdrawn application.

(a) There is no time limit on spplication for inconvertibility
compensation (Article III); however, compensation shall not exceed
the Current Insured Amount applicable in accordance with §3.02.

(b) An application for expropriation compensation (Article V) must
be filed within six months after the Investor has reason to believe
that all requirements of Article IV have been satisfied.

(c) A notice demonstrating the Investor's entitlement to political
violence compensation for loss of sssets (Article VI) must be filed
within six wonths of the loss. The notice together with proof of
the amount of compensation due will be considered a completed
application, which must be filed within three yesrs of the loss.
The Investor may request adjusted cost compensation (§7.01{a)) and
later amend the application within three rears of the loss to elect
repl t cost P tion (§7.01(b)).

(d) OPIC shall have a reasonable time in which to complete
processing of any application for compensation.

8.02 Asaisnment to QPIC. Within sixty days after OPIC notifies the )
Investor of the amount of compensation OPIC will pay under expropristion
or political violence coversge, and concurrent with paymeat, the Iavestor
shall transfer to OPIC (a) for expropriation, all interests attributable
to the insured investment (§4.01) or funds (§4.02) as of the date the
expropriatory effect commences, including claims arising out of the
expropriation, or (b) for political violencs, claims arising out of the
loss due to political violence ($6.01). The Investor shall transfer the
interests and claims free and clear of, and shall agres to indesnify OPIC
against, claims, defenses, counterclaims, rights of setoff and other
encumbrances (except defenses relating to the expropriation).

22-728 -~ 96 - 5



VIII-3

8.06 v . By prior notice to OPIC effective
as of the next due date for premiums (§1.06), the Investor may increase
or decrease the Current Insured Amount or decrease the Maximum I[nsured
Amount for any coverage for the remainder of the contrsct term, subject
to the following limitations:

(a) Current Insured Amount shall not exceed Maximum Insured Amount;

(b) Maximum Insured Amount shall be reduced automatically by
compensation paid by OPIC; Current Insured Amount shall also be
reduced for the remainder of the annual election period to which
the claim relates (§3.02, §5.04(a), or §7.02(a));

(c) For expropriation coverage, Current Insured Amotnt shall aot be
less than the amount of compensstion which would be due under §5.01
unless a lower Maximum Insured Amount has been elected;

{d) For political violence coverage (§7.01(a)), Current Insured
Amount shall not be less than the lowvest of

(1) the Investor's share of original cost of the property; or

(2) the Investor's share of fair market value of the property; .
or

(3) book value of the insured investment (§7.02(c), §7.04)

unless a lover Maximm Insured Amount has been elected or OPIC and
the Investor have agreed to a lover amount to take into account
coverage under another OPIC contract.

8.07 Iemmination. The Investor may terminate this contract effective as
of any premium due date unless the premius is already paid. Bowever,
termination shall not affect any rights or odligations of either party
relating to prior periods.

8.08 Legal and Miscellaneous. This coutract shall be governed by the
lav of the District of Columbia, its confli~t of law rules excepted.
This contract constitutes the complete agreesent betwveen the parties,
superseding any prior understandings. This contract may be modified, or
its terms vaived, only ia writing.
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9.01 Duties.

1. Representations and Project Execution. The Investor understands

that OPIC has issued this contract based on statutory policy goals (22
U.S.C. §2191) as well as underwriting considerations. 41l statements
made by the Investor to OPIC in connection with this contract are true
and complete, and the investment and the project shall be carried out ag

described.

2. . ‘r.hc Investor shall at all times
remain the beneficial owner of the insured investment and shall reaain
eligible for OPIC insurance as

(a) & citizen of the United States; or

(b) a corporation or other association created under the lawe of
the United States, its states or territories, of vhich more than
S0% cf both the total interest and of each class of shares is
beneficially owned by citizens of the United States; or

(c) an entity created under foreign lav in which a 95% ioterest is
owned by entities eligible under (a) or (b).

3. Self-Inauxsacs. The Investor shall continue to bear the risk of
loss of at least 10% of the book value of its interest in the foreign
enterprise.

4. Aasigoment. The Investor shall not assign this comtract, or any
of its.rights, without OPIC's written consent, which will not be withheld
unreasonably. .

5. Rremisuzaa. The Investor shall pay the premiums for this comtract
in accordance with Article I. In the event that premiums are not paid

when due, the Investor shall be io default but may cure this default
within sixty days by paying the premiums plus iaterest at a rate of 123

per annum.

6. Accounting Records.

(s) The Investor shall maintain in the United States true and
complete copies of the records, books of account and current
finsncial statements for the foreign enterprise necessary to
compute and substantiate compensation, lncluding

(1) records documenting the investment;

(2) snnual balance sheets;

.



j

s

i g

108

IX-3

9. Preservation, Transfec and Continuing Cooperation. At OPIC's

request, the Investor shall promptly assign rights with respect to the
investment, as required by §8.02. Prior to the assignment of rights
required by §8.02, the Ianvestor shall, in consultation with OPIC, take
all reasonable measures to preserve property, to pursue available
adminigtrative and judicial remedies, and to negotiate in good faith with
the governing authority of the country in which the project is located
and other potential sources of compensation. After a transfer of rights
or delivery of local currency, in exchange for reimbursement of
reasonable cut-of-pocket expenses, the Investor shall take all actions
reasonably requested by OPIC to assist OPIC in preserving the property
and rights transferred to OPIC and in prosecuting related claims.

10. Qther Agreements. The Investor shall not enter into any
agreement with any foreign governing authority with respect to
compensation for any acts withio the scope of coverage (Article II, IV or
VI) without OPIC's prior written consent.

9.02 Default. Material breach or misrepresentation by the Investor
shall constitute default, and OPIC may:

(a) refuse to make payments to the Investor;

(b) recover payments made; and

(c) terminate this contract effective as of the cate of the breach
by giving notice to the Iavestor.

9.03 Non-Waiver. Neither OPIC's failure to invoke its rights, nor its
acceptance of premiums, shall coanstitute waiver of any of its rights,
even though OPIC knows of the Inveetor's breach.
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ATTACHMENT ' Q
100 Naw vorn Aveave N W
~arnagion O 28427 0001
2021 126 8400
FAR LD 436 9655
October 10, 1995
Henrv A. Miller, Esq.
Vice President and General Counsel
Freeport-McMoRan Copper & Gold Inc.
1613 Povaras Street
New Orleans, LA 70112
Re: No 239

Dear Mr. Miller:

Pursuant to Article 7.02{c) of Policy of Contractors and Exporters
Insurance No. C592 (“the Contract”), the Overseas Private Investment Corporation
“OPIC™ hereby nout:es Freeport-McMoRan Copper Company. Inc. (“Freeport-
McMoRan™) that OPIC will termunate the Contract and underlying policy etiectuive
Octooer 31. 1995

As set torth below. OPIC will termuinate the Contract 1n resoonse to
ereezort-McMoRan s continuing materiai breacnes of its auties as set 100TA i aftilie
~01(1) and other provisions of the Conrract. Additionaily, OPIC is terminanng tnhe
Contract as an exercise of its statutorv charge under the Foreign Assistance Act ot 1961
to ensure that overseas investment proiects do not pose unreasonable or maior
environmental hazards or cause the degradation of tropical foiests in deveioping
countries. OPIC has aiscoverea as a resust o 1ts montoring visit in Julv or 1994 o
review of the data subsequently provided by Frezport-McMoRan. conversatons with
Freeport-McMoRan pcrsonnel, and a consideration of the vanous studies of the impact
of Freeport's activities on the rivers, torests and environment of Irian Java. that Freeport

i OPIC recogruzes that Arncle 7.02(c) provma m.u termunanon ot the Contract is elftecuve s o1 e aate

ot the breach,” whuch clearly predated thus hH . OPIC is extending the ettective aam ot
the teuluiation to provids F:tepon with an opnorrunity to discuss this matter. make aiternamve
g i3 rv and/o¢ votuntanly terrrunate the policv.

SIIVUI 1% wseg
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McMoRan’s expansion of the P.T. Freeport/ [ndonesian proiect (“Project”) has caused
substantial adverse environmental impacts which compet OPIC to aenv all turtner
coverage of this project.

Freeport-McMoRan's matenal breaches ot the Contract include, but are
not Lumuted to, its failure to perform the Project as 1t was defined in the Contract and as
Freeport described it in the application matenals it submuitted to OPIC. For example,
Freeport-McMoRan represented to OPIC prior to the effective date of the Contract that
the maximum ore throughput of the Project would be 52,000 dry metnc tons per dav.
However, OPIC’s monitoring activities reveal that Freeport has increased its ore
production to over 100,000 dry metric tons pet dav (and plans to increase ore
throughput to as high as 160,000 tons per day). This change in the scope of work has
caused the discharge of tailings to increase significantly bevond the volumes anticipated
by OPIC, resulting in the massive deposition of tailings 1n the Ajkwa River and the
sheet flow of tailings that has degraded a large area of lowland rainforest betiveen the
Arkwa River and Minajen River. These and other effects of the Prorect have posed an
unreasonable or major environmental. health, or sarety hazard in [rian fava.’

1f OPIC had, pnior to the issuance of the Contract, understood that the
Project’s ore and tailings production rates would be at such high levels (and that such
unreasonable or major environmental, health, or safety hazards would result), the
agency clearly would not have issued the subject policy.

Finally, OPIC is terminating the Contract as an exercise of its statutory
duty under the Foreign Assistance Act of 1961 to ensure that Freeport’s impl n
of the Project does not pose unreasonable or major environmenta! hazards to, or cause
the degradation of the tropical forests in, [rian laya.¢ As noted, OPIC has determined
through its monutoning activities that Freeport’s implementanion of the Project. and
s:oectaily its tailings management and disposai cractices. have severeiv decraged the
rainforests swrrounding the Ajkwa and Minajen Rivers. Additionally, the Project has
created and continues to pose unreasonable or major environmental, health or satety
hazards with respect to the rivers that are being umpacted by the tailings, the
surrounding terrestrial ecosystem, and the iocal inhabitants.¥ Accordingly. in addinon

3 indeed. contrary to representations made by Freeport i the 1990 Environmental River Study. it appears
that tailings have been diszharged 10 fluvial systesas other than the Ajkwa River system (2.8, massive
sheetng has occurred to the Minmerwi River svstem). The River Study speafically indicated that the
Minxerwa River would not be unpacted 1n Uus manner.

4 Spg 22 US.C. §§ 2191(3) and 2191(n). OPIC notes that Freeport-McMoRan was ficallv appnsed that
OPIC’s statutory goals serve as a f 1 bass ior the C and und '_ \g policy. (Ses
Contract §701(1))

 OPIC's morutonng acuvities and thc data suppled by Freeport indicate that numerous other
le or masor env 1. health. or saterv hazaras mav exist as 3 result ot the Provect. These

wiciude. DUt ATE NOL LuTuted (0. PrOCIEMS ASSOCIALES WItR 3CIG TUNE Gratnage ITOm overourden angd
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to and consistent with the agencv’s contracrual nght to terminate the Contract on the
basis of Freeport's defaults, OPIC’s refusal to provide fursner coverage tor tne Proiect 15
grounded on statutory environmental concerns.

I£, prior to October 31, 1995, Freeport-McMoRan wishes to voluntanly
terminate the policy as provided in Article 6.08 of the Contract, that option stll rematns
open. Additionally, although OPIC is convinced that it has no alternative but to
terminate the Contract, OPIC is willing to provide Freeport with an opporturuty to meet
with the agency and its outside counsel pnor to the effective date to discuss the
termination. .

OPIC currently is processing a pro rata refund of the policy premium for
1995-96 that Freepon—McMoRan submmtted to the agency on September 29. 1995

Please contact me at (202) 336-8420 if vou have any questions regarding
thus matter. '

Sincereiv,

- e et

Robert C. O'Sullivan
Associate General Counsel
for Insurance & Claims

tailings; the concentration, mobilizacon and buoavelabiity of toxe mnuk in the wilings: dw degradanon
of surrace and groundwater quality as a resukt of the Provect’s op
mgmwmcﬁmmthmbmu“hmammupdmm
gramn tailings; the unpacts of a 1990 jog jam that occurred on the Aikwa River: and the susmanagement of
solid and hazardous wastes at the site. OPIC exphaitly reserves the nght to base the termunation on these
additional environunental bases or anv other ground as provided in Freeport-McMoRan's policv
{Coucation or in Article 7.02 of the Contract it suosequenuy cdtanea data OF INIOIMALION »0 wndicates
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STATEMENT OF MELISSA T. SKOLFIELD
BEFORE THE SENATE FINANCE COMMITTEE

NOVEMBER 30, 1995

Thank you, Mr., Chairman. Before I begin, I would like to thank Senator Bumpers
for that gracious introduction. 1 would also like to introduce the members of my family who
are with me this moming: my husband, Frank Curtis; my sister, Deirdre; and her husband
Tom Patterson.

It is truly a privilege to be here today. Having worked in the Senate for six years as
Senator Bumpers' press secretary, I am honored to appear before this committee as you
consider my nomination to be the Assistant Secretary for Public Affairs at the Department of
Health and Human Services. -

For the last two years, I have served as Deputy Assistant Secretary for Public Affairs
Policy and Strategy at HHS, and currently serve as the Acting Assistant Secretary for Public
Affairs. In that position I have advised department officials on public affairs matters,
developed communications strategies for departmental initiatives, and coordinated the
activities of public affairs specialists throughout the department and our many agencies. |
have also had the opportunity to learn about the wide variety of departmental services and
programs that help so many American families.

Prior to joining Senator Bumpers® staff, I spent two years in the House of
Repmgmu’ves as a press secretary and legislative assistant to Congressman Mike Andrews

of Texas, while finishing a masters degree in public affairs at George Washington
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University.  And before moving to Washington, D.C., I worked for a public relations firm
in Houston, where I obtained my undergraduate degree from Rice University,

Altogether, 1 have more than fifteen years of experience in communications and
public affairs, most of it gained while working for the U.S. Congress. If confirmed by the
Senate, my goal as Assistant Secretary for Public Affairs is simple: to help inform the
American people about the scientific discoveries, preventive health practices, and HHS-
administered programs that can help them lead longer and healthier lives.

As you well know, the Department of Health and Human Services and its many

have an ex dinary impact on the lives of America’s citizens. While the position

to which I have been nominated is not a policy-making position, [ believe our work to
provide women with up-to-date information about breast cancer, to help senior citizens
recognize the importance of an annual flu vaccine, and to help young parents understand the
risk factors for infant mortality can have a tremendous impact. Should this committee act
favorably on my nomination, [ look forward to continuing to work on issues like these with
you and your staff. This is a serious and inspiring challenge, and I am grateful for the
opportunity to continue my public service at HHS.

Thank you, and I would be happy to answer any questions you may have.
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SENATE FINANCE COMMITTEE
OUTLINE OF INFORMATION REQUESTED BY NOMINEES

Please provide three copies of your typed responses to Kelly Cordes, Chief Clerk, 219
Dirksen Senate Office Building, Washington, D.C. 20510.

A. BIOGRAPHICAL

:
%
H
3
i
3
¢

Al

ey

Name: Melissa T. Skolfield

Address: 2011 37th St. N.W.
Washington, D.C. 20007

Date and Place of Birth: June 25, 1958. New Orleans, La.
Marita} Status: married

Names and Ages of Children: none

Education:  Loyola University, 1975-1976

(part-time study while attending high school)

Rice University, 1976-1980
B.A., Economics and Behavioral Science, 1980

George Washington University, 1984-1987
M.A., Public Affairs, 1987
Employment Record:

Suaff Assistant, Bank of Louisiana, New Orleans, Louisiana, May 1978 -
August 1978,

Teller. University State Bank, Houston, Texas, October 1978 - May 1980.

Assistant Bookkeeper, Harvard Cooperative Society Store, Cambridge,
Massachusetts, September (980 - December 1980.

e d
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Teller, Harvard University Employees Credit Uniofi, Cambridge,
Massachusetts, January 1981 - July 1981.

Account Executive, McDaniel & Tate Public Relations, Houston, Texas,
September 1981 - August [984.

Press Secretary/Legislative Assistant, Representative Mike Andrews,
Washington, D.C., July 1985 - August 1987.

Suaff Assistant, J.J. Pickle Campaign, Austin, Texas, Octcber 1986 -
November 1986.

Press Secretary, Senator Date Bumpers, Washington, D.C., September 1987 -
July 1993.

Press Secretary, Dale Bumpers Campaign Committee, Little Rock, Arkansas,
October 1992- November 1992,

Deputy Assistant Secretary for Public Affairs, Policy and Strategy, Deparrment
of Health and Human Services, Washington, D.C. July 1993 - present.

Government Experience:

Press Secretary/Legisiative Assistant, Represemative Mike Andrews,

. Washington, D.C. July 1985 - August 1987.

Dale Bumpers, Washington, D.C., September-1987 -

Press Secretary, S
July 1993,
Deputy Assistant Secretary for Public Affairs, Policy and Strategy, Department
of Health and Human Services, Washington, D.C. July 1993 - present.

Memberships
1988-1995  Senate Press Secretaries Association
Board of directors 1988-1994. President 1992-1993. Vice
President 1991-1992. Secretary 1990-1991. Treasurer 1989-
1990.

Press Assi

1985-1988  Association of House D

1983-1985  Public Relations Society of America

2
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1982-1987  National Women's Political Caucus
1992-1994  National Women's Polirical Caucus

1982-1984  Houston Women's Lobby Alliance
Executive Commitiee Member/Public Relations Chair

Political Affiliations and Activities:

1 am a registered voter in Washington, D.C. 1 have held no political office or
membership with any election committee during the last ten years. | have
worked on the reclection campaigns of Representative J.J. Pickle (1986) and
Senator Dale Bumpers (1992), and volunteered at the Democratic National
Conventions in 1988 and 1992.

Honors and Awards: none

Published Writings: none

Speeches:

As part of my official duties at the Department of Health and Human Services,
[ made a speech to the Texas chapter of the Public Relations Student
Association of America on April 16, 1994.

Qualifications:

I have 15 years of experience in public affairs with an emphasis on health and
human services issues, as well as significant experience in media relations and
public communications. | have a B.A. in Economics, an M.A. in Public
Affairs, a working knowledge of federal legislative and regulatory processes,
and eight years of experience in the U.S. Congress.

For the last two years. | have served as Deputy Assistant Secretary for Public
Affairs Policy and Strategy at the Depariment of Health and Human Services.
In that position I have advised department officials on public affairs matters,
developed communications strategies for deparimental initiatives, and
coordinated the activities of public affairs specialists throughout the
department. | believe this experience has given me a through understanding of
the department’s mission and its programs.
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My experience in both the public and private sectors has included developing
comprehensive conimunications strategies. superwsing public outreach
campaigns; writing news releases, statements and columns; supervising press
conferences: arranging lelevision, radio and print interviews; producing
targeted mailings and public service announcements; and ressarching relevant
issues.

| believe my education, public affairs experience, and work for the United
States Senate and House of Representatives give me the necessary
qualifications for the position of Assistant Secretary for Public-Affairs in the
Department of Health and Human Services. ‘

FINANCIAL DATA

The information supplied in this heading will not be published in the record of the
hearing on your nomination but 1t will be retained in the Committee's files.

Please separate your responses to this section (rom your responses to the other
sections of this questionnaire.

1. Please provide a complete, current financial net worth which
itemizes in detail all assets (including, but not limited to, bank accounts, real
estate, securities, trusts, investments, and other financial holdings) all
liabilities (including, but not limited 1o debts, mortgages, loans and other
financial obligations of yourself, your spouse, and other immediate members
of your household). All assets and liabilities should be separately itemized and
fully described.

Please see Attachment B-1.

2, List sources, amounts and dates of all anticipated receipts from deferred -

arrangements, stock opti Yy ts and other future
benefits which you expect (o derive from current or previous business
relationships, professional services and firm memberships, employers, clients,
and customers.

Please see Anachment B-2.

3. Please provide the Committee with ane copy of your Federal income tax

returns for each of the fast three years.

Please see Attachment B-3.
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C. FUTURE EMPLOYMENT RELATIONSHIPS:

1. Will you sever all connections with your present employer, business firm,
association or organization if you are confirmed by the Senate?

I am currently employed at the Department of Health and Human Services,
and serve as a Deputy Assistant Secretary and Acting Assistant Secretary for
Public Affairs. | will relinquish the position when confirmed.

2. Do you have any plans after completing Government service (o resume
employment, affiliation or practice with your present employer, business firm,
association or organization?

Not applicable

3. Has anyone made a commitment to employ your services in any capacity
after you leave government service?

No

4. If confirmed. will you serve your full term of office?

Yes

D. POTENTIAL CONFLICTS OF INTEREST

I Describe all financial arrangements, deferred compensation agreements, and
other continuing dealings with business associates, clients, or customers.

I have no financial arrangements, deferred compensation agreements, of other
continuing dealings with business associates, clients, or customers that could
present a conflict of interest.

LV ooy, 7o b

. 2. Indicate any investments, obligations, liabilities. or other relationships which
"4 could involve potential conilicts of interest 1n the position to which you have
been nominated.

I have no investments, obligations, habilities, or other relationships which
could involve potential contlicts of interest in the position to which | have been
nominated.

H
L
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Describe any business reletionship, dealing or financial transactions which you
have had during the last ten years, whether for yourself, on behalf of a client,
or acting as an agent, that could in any way constitute or result in a possible
conflict of interest in the position to which you have been nominated.

I have had no business relationship, dealing or financial transactions during the
last ten years that could constitute ¢. resuit in a possible conflict of interest in
the position to which | have been nominated.

Descride any activity during the past ten years in which yod have engaged for
the purpose of directly or indirectly influencing or affecting the administration
and execution of law or public policy.

During the last ten years, | have been employed by the Department of Health
and Human Services, the United States Senate, and the United States House of
Representatives. In those positi I have end ed to further the public
policy goals of those for whom | worked. I have not engaged in any outside
activity for the purpose of directly or indirectly influencing or affecting the
administration and execution of law or public policy.

Explam how you will resolve any potential conflict of interest including any
that may be disclosed by your responses to the above items. (Please provide a’
copy of any trust or other agreements.)

I will consult with the Department of Health and Human Services' Designated
Agency Ethics official about unforeseen conflicts of interest and recuse myself
from these matters if necessary.

Written opinions should be provided directly to the Committee by the General
Counsel of the Agency to which you have been nominated and by the Director,
Office of Governmem Ethics, Office of Personnel Management concerning

ial conflicts of i or any other legal barriers to your serving in this

position.
The Department of Health and Human Services’ Special Counsel for Ethics

and Designated Agency Ethics Official has submitted an opinion letter to the
Comnmittee stating that no conflicts of interest exist.
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TESTIFYING BEFORE CONGRESS:

Are you willing to appear and testify before any duly constituted committee
of the congress on such occasions as you may be reasonably requested to do
so?

Yes

Are you willing to provide such informatior as is requested by such
committee?

Yes

OTHER:

Provide the full details of any civil or criminal proceedings in which you were
a defendant or any inquiry or investigation by the Federal, State, or local
agency in which you were the subject of the inquiry or investigation.

I have not been involved in any civil or criminal proceeding in which [ was a

defendant or any inquiry or investigatior by the Federal, State, or local agency
in which | was the subject of the inquiry or investigation.

Give the full details of any proceeding, inquiry or investigation in which

you were the subject of the proceeding, inquiry or investigation.

Gther than the routine background check required for my nomination, ! have
not been the subject of any proceeding, inquiry or investigation.

Have you ever been convicted (including pleas of guilty or nolo contendere) of

any criminal violation other than a minor traffic offense?

No
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4. Please advise the Commitlee of any additional informauion, favorable or

unfavorable, which you feel should be considered in connection with your
nomination.

I believe | would bring highly relevant experience and education to the
position of Assistant Secretary for Publ:: Affairs of the Depariment of Health
and Human Services. n addition, [ have a personal commitment to the
highest standards of integnty and public service.

WrSketfiedd ajules
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The Honcorable John Warner
Statement Supporting the Confirmation of
David C. Willjams of Virginia
To Be Inspector General of
The Social Security Adminiatration

Mr. Chairman, I am pleased to express my support of
President Clinton's nomination of Mr. David C. Williams of
Alexandria, virginia, to be the next Inspector General of the
Social Security Administration.

I believe you will find that Mr. Williams' impressive resume
speaks for itself. He is a decorated Vietnam Veteran having been
awarded the Bronze Star and the Vietnam Medal of Honor for his
service from 1967 to 1970 as a Special Agent of U.S. Military
Intelligence.

Following the war, he further added to his investigative
skills as a Special Agent of the U.S. Secret Service, performing
extensive undercover work, executive protection assignments, and
criminal financial inveatigations.

He has served under seven Presidents in the best tradition
of non-partisan career federal service, bringing his experience
and expertise to bear upon inveatigations in both organized crima
and labor racketeering.

' Currently, and since 1989 under President George Bush, he
has served as Inspector Genmeral of the U.S. Nuclear Regulatory
Commission. President Clinton is fortunate indeed that Mr.
Williams has agreed to take on the enormous responsibility of
Inspector General for tke Social Security Administration.

Mr. Chairman, from the information provided for my perusal,
1 can only conclude that Mr. Willisms is an outstanding nominee.
The vast public trusts of Social Security, Social Security
Disability and the Supplemental Security Income Program merit the
woat skilled and careful manager we have in elimipating fraud and
safegquarding the income security of the Nation's aged and
disabled retirees.

I urge that my valued constitueat pavid C. Williama be
expeditiously confirmed for this important post.
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Statement and Blographlcal Information
David Willlams, nominee to serve as Inspector General for the Social
Security Adminlistration:
Confirmation Hearing before the Senate Finance Commitiee
November 30, 1995

Mr. Chairman and members of the Committee:

My name is David Williams. | appreciate the opportunity to come before you

today as the nominee to serve as Inspector General for the Social Security

Administration.

The role of the Inspector Generat for SSA is very important and takes on
significant chalienges. | am both willing and honored to assume this
responsibility. 1 believe that the 28 years that | have spent conducting and
;upervising criminal investigations have provided useful preparation for
taking on such challenges. Those investigations often involved financial
crimes and other frauds perpetrated against the people of the United States
and were very similar to the violations currently being investigated at the

Social Security Administration.
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if confirmed for this position, Mr. Chairman, it will not be my first involvement
with Social Security or as an Inspector General. in the late 1970's, as a
Special Agent for the Secret Service, | worked undercover for a year in
southeast Chicago gathering evidence to arrest and prosecute criminal rings
involved in the large scale theft and forgery of Treasury checks and other
financial instruments. Several of the investigations involved employees of
government welfare organizations and postal employees who perpetrated
fraud and insider theft schemes. A good deal of that work also involved
Social Security and Supplemental Security Income benefit checks. There is
special satisfaction in bringing to justice people who have stolen from funds
set aside for the Nation's poor and disabled and fr;)m the trust funds of the

Nation's elderly.

In related experience, | have served as both Special Agent-in-Charge and
Director of Operations for the Office of Labor Racketeering at the U.S.
Department of Labur. In that capacity, | conducted and led hundreds of
investigations involving union health funds and pension funds that were

being raided by organized crime figures in La Cosa Nostra and Chinese

-
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criminal groups. 1 grew familiar with a host of criminal schemes for

defrauding these large vulnerable trust funds.

| believe the Government's presence in this arena came to serve as an
effective deterrent for criminals and for employees who considered stealing
from those funds. | believe that kind of tough enforcement program can also
have a positive effect in protecting Federal disability and pension funds. If
my nomination is confirmed by you, | intend to work hard to institute a strong
and effective enforcement program to protect the Federal funds set aside for
disabled Americans and the money that Americans have contributed into the

Social Security program.

The other positions | have held include service as supervisory staff
investigator for the President's Commission on Organized Crime. In that
capacity, | personally conducted and supervised investigations into various
criminal enterprises of La Cosa Nostra and other groups involved in
‘organized crime. | have served as Director of the Office of Special

Investigations for the General Accounting Office, during which time |
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supervised and directed complex and often classified assignments for U.S.

Senate and House commitiees.

Most recently, for the last six years, | have se/ed as the Inspector General
of the Nuclear Regulatory Commission. In that capacity, | gained valuable
experience in leading that organization's audit efforts to assure that the
Commission's programs were operated efficiently and effectively and were
free from fraud. 1also worked actively to assist the Commission in
implementing the Goyemment Performance and Results Act, an initiative
begun by Chairman Roth in his previous capacity as Chairman of the

Senate Governmental Affairs Committee.

To reiterate, the position of Inspector General at SSA carried with it
imposing challenges. itis one of our Nation's largest public institutions, with
1,300 offices across the country. As an agency that distributes over $330
billion in benefits annually, there is substantial potential to defraud SSA
benefit programs. If confirmed, my job will be to ensure that the SSA

manages its programs efficiently and effectively, and to protect Social
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Security from fraud and abuse. This is a job to which { will bring alt of my

experience, my energy and my commitment to uphoid the public trust.

Thank you and | wili be pleased to answer any questions you may have.



RESIDENCE

6214 Florence La;a
Alexandria, VA 22310

{703) 329-2342

PERSONAL

Born January 7,

WORK RECORD ANALYBIS

1989 to Present
1986 - 1989
1984 - 1986
198 - 1984

199 - 1984

1975 - 1979

1967 - 1970
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RESUME

DAVID C. WILLIAMS

FLACE OF WORK

U.S. Nuclear Regulatory Commission
Olfice of the Inspector General
11545 Rockville Pike

North Bethesda, Maryland 20852

(301) 415-5930

1947, resides in Alexandria, VA.

Inspector Gereral - Office of the
Inspector General, U.S. Nuciear
Regulatory Commission, Rockville, MD

Director - Office of Special
Investigations, General Accounting
Office; Washington, D.C.

Director of ¢_eraticns - Office of Labor
Racketeering, U.S. Department of Labor:
washington, D.C.

Supervisory Staff Investigator -
President's Commission on Organized
Crime (De.ail)

Special Agent-in-Charge - Oftice of
Labor Racketeering, Department of Labor;
New York, Cleveland.

Supervisory Special Agent - Chicago

Special Agent - lUinited States Secret
Service - Chicago

Special Agent - U.S. Military
Intelligence; Vietnam, St. Louis.
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PROFESSIONAL ASSOCIATIONS

Former President - Association of Federal Investigators

OTHER
Teaching Experience

Loyola University, Chicago, Illinois

Canadian Police College, Ottawa, Canada

FBI Academy, Quantico, Viicinia

Belleville Area College, Belleville, Illinois
American University, Washington, D.C.

Council of Excellence in Government, Washington, D.C.
Chairman of the Investigative standards and Training
Subcommittee, President's Council on Integrity and
Efficiency

»

EDUCATION

Advanced Certificate, Education, University of Illinois
Masters of Education, University of Illinois

Bachelor of Science, Social Science, Southern Illinois
Universfty

TRAINING

U.S. Military Intelligence Academy, Ft. Holabird, Maryland
Federal Law Enforcement Academy, Glynco, Georgia
U.S. Secret Service Training Academy, Washington, D.C.

SUMMARY OF EXFERIENCE

lnsbector deneral, Office of the Inspector General, U.S. Nuclear
Regulatory Commission (NRC)

Cor."irmed by the U.S. Senate ‘ollowing nomination by
.the President to become the first Inspector Ceneral of
“the NRC. Directs staff of criminal investigators,
auditors, and inspectors in detecting fraud, waste and
abuse and in assuring efficient and effective program
administration within the NRC. Formulates and executes
the budget providing annual budgetary testimony before
Congress. Oversees preparation of the Agency Financial
Statement Audit annually.
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Director, Office of Special Investigations, U.S. General
Accounting Office

Directed a staff of 48 investigators and auditors in
conducting complex investigative assignments for the
Committees of the U.S. Senate and House of Representatives.
Findings were presented in classified and unclassified
reports and in testimony Congressional hearings.

Director of Operations, Office of Labor Racketeering, U.S.
Department of Labor

Directed a staff of 100 tederal agents who conducted U.S.
Department of Justice Organized Crime Strike Force
investigations of Labor Racketeering violations. Earlier
positions included a Supervisory Special Agent in the
Chicago field office and the Special Agent-in-Charge of the
field offices in Cleveland and later in New York City.

Supervisc.y Staff Investigator, President's Commission on
Organized Crime

Personally conducted and supervised investigations and
inquiries into various criminal enterprises of the La Cosa
NHostra and other organized criminal groups. Specifically
conducted investigations involving money laundering, Asian
OorganiZed Crime, and Labor Racketeering.

Special Agent, U-.itad States Secret Service

Personally conducted Treasury investigations and executive
protection duties .for U.S. and foreign dignitaries. Duties
included financial criminal investigative skills and
extensive undercover work.

Special Agent, United States Military Intelligence
Conducted intelligence collection duties and

counterintelligence investigations in vietnam and St. Louis.
Awarded U.S. Bronze Star and Vietnamese Medal of Honor.

REFERENCES,
) Eljay Bowron, Director, U.S. Secret Service, (202) 435-5700C

Heii'Eggleston, Associate Counsel, Office White House
Counsel, (202) 456-7901

Charles Nowsher, Comptroller General of the General
Accounting Office, (202) 512-5500
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SENATE FPINANCE COMMITTER
OUTLINE OF INPORMATION REQUESTED BY NOMINEES

A, BIOGRAPERICAL:
1. Name:

2. Address:
3. Date and place of birth:

4. Marital Status:

S. Names and ages of children:

6. Education:

7. Employment record:

David Curtis Williams

6214 Florence Lane
Alexandria, Virginia 22310

01/07/47
Granite City, IL

Single
None

Southern Illinois University
Bachelor of Science
08/71

University of Illinois
Masters Degree of Education
06/73

niversity of Illinois

Advanced Certificate in
Education

10/75

U.S. Secret Service
Chicago, IL
10/75 - 02/79

Office of Labor Racketeering
{U.S. Department of Labor)
Chicago, IL .

Cleveland, OH

New York, NY

Washington, DC

02/79 - 10/86

President’s Commission on
Organized Crime

Washington, DC

01/84 - 09/84

Office of Special
Investigations

General Accounting Office

wWashington, DC

10/86 - 12/89
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Office of Inspector General
Nuclear Regulatory Commission
Rockville, MD

12/89 - Present

Employment record:

Government Experience: Same as above

Memberships: Federal Investigators
Association (Formerly
Asgociation of Federal
Investigators
(President}

Association of Former U.S.
Secret Service Agents

(Member)
Political affiliations
and activities: None
Honors and Awards: Five Medals

Two Written Citations in the
U.S. Army, including the
Vietnamese Medal of Honor and
* the Bronze Star

Publighed writings: None

Speeches: 1 gave various speeches within
government agencies and
Federal Investigative
Organizations. I have no
copies of these speeches.

Qualifications:

I believe my professional background is well positioned to
make = useful contribution to the Social Security
Administration and to its Office of Inspector General.

My civilian federal career began as a Secret Service Agent
in Chicago. I conducted several hundred investigations
involving Social Security and SSI treasury checks. I did
cthe undercover work for a year long "sting® operation that
was the largest such operation ever conducted by the Secret
Service. Several thousand financial instruments were
recovered including Social Security and SSI checks, as well
aa, stocks and bonds.
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At the U.S. Department of Labor‘s {DOL), Office of Inspector
General (OIG), I investigated fraud in urnion pension funds.
For several yeare I conducted investigations of the
Teamster’'s Central States Pension Fund in Chicago. Several
of my investigations were used by the Department of Justice
when they seized the International Brotherhood of Teamsters
in 1988. 1In a separate investigation I led the team of
federal investigators that indicted International Teamster
President Jackie Presser, and his Vice President, Harold
Freidman along with several organized crime figures.

I also served as a senior investigator with the President’s
Commission on Organized Crime, where among other things I
examined state-of-the-art money laundering techniques often
needed in large financial crime schemes.

When the U.S. General Accounting Office (GAO} created an
Office of Special Investigations, I was selected as its
Director. While there, our office investigated the Iran-
Contra Affair, the Marine Security Guard Espionage case, and
impeachment investigations of federal judges Nixon and
Hastings. Numerous conflict of interest and abuse of office
cages involving high level executive branch officials were
investigated as well.

I testified before Congress with some frequency at GAO and
in my current position. Also, in both positions I
established new offices. Establishing a new office requires
a unique set of qualifications that I believe I possess.
Lastly, within both positions I developed skills in
preventing improper conduct by high level officials that
often result in disastrous consequences for the individual
and for the agency.

In my current position as with all IGs, I have overseen an
audit section that examined the agency’s financial systems
and programs. Building on my earlier knowledge of the audit
profession from the DCL/OIG and at the GAO, I have developed
a good level of confidence in overseeing audit programs.

My familiarity and experience in pension fund operations and
entitlement fraud provided me with the kind of specialized
skills that especially interested me in seeking this new
position. I also have a strong general understanding of the
1G position from having served as an Inspector General.



c.
1.
2.
3.
‘.
D.
1.
2.
3.
4.
s.
5.
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FUTURE DPLOYMENT RELATIONSHIPS:
Yes '

No

No

Yes

POTENTIAL CONPLICTS OF INTEREST:
None

None

None

None

I have none

I understand

{
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E. TESTIPYING BEFORE CONGRESS:

1. Yes
2. Yes
P. OTHER:

I was one of several defendants in a civil law suit filed by
a Mortgage Broker when I refinanced my residence in 1992.
The broker submitted additional bills to several borrowers
after we settled on our mortgage locan. We had all sworn to
HUD that we would not pay such fees and I believed that I
did not owe additional monies. The broker dropped charges
against everyone after our initial appearance in Fairfax

County Court.

I have been the subject of a number of complaints concerning
my work and the work of my office while serving as the
Inspector General of the Nuclear Regulatory Commission.
These complaints and their resolutions are maintained by the
President’s Council on Integrity and Efficiency where the,
were submitted or referred by me.

2. Same as above
3. No

4. None

QM C o o _ 8/2/4s5
Date

Signature



