THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTOM. O C. 10120

December 13, 1999

Mr. E. Joseph Hillings

Vice President and General Manager
Federal Government Affairs

Enron Corporation

1775 Eye Strect, NW, Suile 800
Washington, DC 20006-4607

Dear Joe.

Thanks for your kind remarks about my speech before U.S. Alhance for
Trade Expansion. [am pleased o enclose a copy as you requested. | also
appreciate receiving the Energy Services Coalition Introductory Packet. 1
will share it with my colleagues here at Treasury, and will let you know if
we have any comments.

1 hope to see you fgAln S00N.

Sincerely,

Siuart BE. Eizensiat

B vailas!
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Bieger, Peter

From: Sharer, James

Sant: Wednesday, October 31, 2001 3:19 PM

Ta: Kemner, Francine, Biager, Peler

Subject: FW: Oct 31 Noon Report - & moming of surprises,, batter-lhan-expecied dala but the curve flatlens

~---Qriginal Massage-----
From: Cetina, Jill

Sent: Wednesday, ODctober 31, 2001 1:02 PM
To: _DL_Market Group; Andrew Sacher; ClayLowery; Enic Otto; Griffiths; Hoffman;
Meglundsager; Paul Reid; PMalmgren; Wayne

Subject: Oct 31 Noon Report — A morming of surprises,, better-than-expected data but the
curve flattens

[(B)(5)]

01172002

00200000000270



Page 2 of 2

[(B)(S)]

01172002

0020000000027 1



DEPARTMENT OF THE TREASURY
OFFICE OF PUBLIC AFFAIRS

Embargoed until 10:00 AM Contact Betsy Holahan
COctober 31, 2001 it 202-622-2960.

UNDER SECRETARY OF THE TREASURY FOR DOMESTIC FINANCE
PETER R. FISHER
REMARKS AT THE NOVEMBER 2001 QUARTERLY REFUNDING

As a consequence of the further weakening of the economy and the increased
federal outlays that have occurred since the attacks of September 117, the near-term
financing reguirements of the federal government are larger than we anticipated just three
months ago at our last quarterly refunding in August. In this setting, the management of
the Treasury’s marketable debt needs 1o anticipate the possibility of a unified budger
deficit for this fiscal year and, perhaps, the following fiscal year as well. However, even
1l this happens, we expect that the federal government will return to surpluses in the
cOming years,

With this outlook in mind, today we are announcing:

= The terms of the November reflunding, including a new 5-vear note in the amotumnt
of 516 billion and a reopening of the 5 percent 10-year note issued in August
2001 in the amount of 57 billion; and that

»  We are adjusting the debt buyback program as follows:
o We will continue 1o conduct buybacks for the remainder of this calendar year;
o We will make no buvbacks in January 2002; and
* Beginning in February 2002, we will announce at our quarterly refundings the

amount and timing of any buyvback operations for the subsequent three=monih
period; and lnally that
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s We are suspending issuance of the 30-year bond: there will be no auction of 30-
year securities in February 2002 and we plan no further auctions of either 30-year
nominal or inflation-adjusted bonds.

Recent Changes in the Fiscal Outlook

Debt issuance over the past several yvears has been structured in an environment of
large budget surpluses. However, the fiscal environment has changed substantially over
the past few months due to the slowdown in economic activity and to the federal
povernment's prompt response to the attacks of September | 1" The Treasury’s debt
management has adjusted already, and will continue to adjust, as we accommaodate the
federal government’s increased financing needs during this period. But our expectation
15 that these heightened financing requirements will prove short-lived, as the economy
eventually strengthens, and as the pressures for increased federal outlays stemming from
the attacks of September 11" subside.

Suspension of Thirty-Year Borrowing

The debt management strategy of the Treasury has been o strive to be regular and
predictable in the issuance of debt while minimizing borrowing costs over many years
and interest rate cycles. The Treasury does not try to outsmart the market at any one
mament or to be a “market timer™ with respect to any particular shape of the vield curve,
However, debt management necessanly involves judgments about the size and duration
of the federal povernment’s borrowing needs. This compels us to focus on likely
borowing needs over the coming vears but we also take into account the likely
conscquences of unlikely oulcomes.

We do not need the 30-vear bond 10 meet the government's current financing
needs, nor those that we expect 10 face in coming years. Looking beyond the next few
yecars, as | already obscrved, we believe that the likely outcome is that the federal
government’s fiscal position will improve after the temporary setback that we are now
EXperiencing.

There arc two less likely outcomes that we have also considered.

First, it is possible that the federal government will retum to significant and
sustained budget surpluses even more quickly than we now expect. In this event,
maintaining current issuance levels of 30-year bonds would be unnecessary and
EXpensivie to taxpayers.

Second, we face the possibility that sustained surpluses do not matenaliece as
prompily as we now expect. 10 later in this decade it tums out that 30-yvear borrowing is
necessary 10 meet the government’s financing needs, it is still likely that our decision to
suspend 30-wear borrowing at this time will have saved the taxpayers money. In addition,
the remtroduction of the 30-vear bomd, al some point in the future, iF necessary, would
likely be costless to the Treasury.
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The 30-year bond no longer maintains a position of significance in the financial
markets, Its role and its liguidity have been significantly impaired by the substantial
reduction of issuance that has occurred over the last decade. But the markets have
functicned smoothly during this period while both activity and attention have shifted to
our 10-year offerings.

As long as we have borrowing requirements to finance, the Treasury will seck 1o
muaintgin the hquidity and depth of the instruments we issue as a means of achieving the
lowest cost of borrowing for the taxpayer over time. Al this time, the best means for us
to do this is to suspend issuance of the 30-year bond and concentrate our borrowing needs
on our other Instruments.

Adjustment of the buyback program

In response to the altered budget outlook for this fiscal year, we are also making
adjustments in our buyback program. Beginning in February 2002, our decisions on
whether to conduct buvback operations, and on the amount and timing of any purchases,
will be made at the time of our regular quarterly refunding announcements and will be
based upon three factors:

» first, our projections of the federal government's annual, unified surplus or
deficil position;

» second, our projections of that three-month period’s cash pesition; and,
» third, our analysis of how best to minimize borrowing costs over lime.

In making the transition 1o these new procedures, our buyback operations for the
remainder of this calendar year will continue in line with our prior announcements. In
August we stated that we would be purchasing approximately 5% billion during the fourth
calendar quarter. So far we have purchased 52.5 billion and the remaining $6.5 billion
will be purchased in November and December. Duc to the holidays in November and
December, however, the timing of our specific announcements will be altered from recent
practice. We will make announcements of the specific amounts and maturities of our
purchases an November 14 and 28 and on December 12 and 19 for operations fo take
place on the following day.

We will make no buyback purchases in January 2002, Beginning with our
February 2002 quarterly refunding, we will include the details of any buyback operations
to be conducted in the subsequent three months in our regular refunding announcements.

In light of the information that we now have, market participants should
understand that there are likely to be periods in which we do not conduct buyback
operations and that there are likely to be other peniods in which we do conduct such
operations, consistent with the ebb and Mow ol our cyclical cash position. Buf the
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presence or absence of these operations will be clearly announced, in advance, as part of
our refunding process.

Terms of the November Refunding
I will now turn 1o the terms of the November Refunding. We are offering
523 billion of notes to refund approximately $21.6 billion of privately held notes and
bonds maturing on November 15, raising approximately $1.4 billion. The sccuritics arc:
1. A new S-year nole in the amount of $16 billion, maturing November 15, 2006.
2. A re-opening of the 5% 10-year note issued in August 2001 and previously
reopened in October 2001, maturing August 15, 2011, in the amount of
57 billion,
These sccurities will be auctioned on a yicld basis at 1:00 p.m. eastern time on
Tuesday, November 6, and Wednesday, November 7, respectively. The balance of our
financing requirements will be met through 2-year note and bill offerings.

As announced on Monday, we estimate that we will have a 335 billion cash
balance on December 31 and a $30 billion cash balance on March 31,

Our next quarterly refumnding announcement will take place on Wednesday,
January 31, 2002.
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Constantine, Eleni

From: Conatanting, Elen
Sent: Friday, March 18, 2001 1:48 PM
Ta: Paulus, Michaal, Mclnemay, Roberia
Subject: RE: Enron Meating Request
({=HEH
——-Orignal Message—
Erom: Pauhe, Michas
Sonk Thursdsy, March 15, 30 603 P
To: HicEnamey, Roberta; Constanting, Elend
Subject: Fi: Ennon Meeting Riequest
[(B)(5)]
From: B, DA
Sent: Thursdey, Maech 15, 3001 5:55 PM
Ta: Fisheer, Petér; Paohos, Michasl: Careton, Bomman
L= = Gioss, laed
Subject: RE: Enron Mosting Request
[(B){5)]
----- Ceiginal Mesrage--

Fram:  Fisher, Pofer

Samt:  Thursmy, Baerh IS, 2001 531 P

Ta: Paius, Michiagl; Bt Ding; Larkeipn, Momman
Cet Grogs, lared

Subject: RE: Bwon Mesting Request

| also see no raason to object.

——-Original Mg
From: Pauks, Michad

Sent: Thersday, March 15, 2001 5:27 PH
To: Ellis, [ina; Fisher, Poter: Carlaton, Nosman

Ce: Gross, Jared

Suhject: Errnn Mg Request

Jeff Skiling, President and CED of Enron has requested a meating with the Secraefary for Aprl 510 descuss tha

West Coas! energy crisis. | see no reason to objecl. Thoughts?
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David W, Shields
Dhrwcfar
Canbbean Region

PO Bex 1188

Hpuptom, TK T7281-1108
TLi-§pi-i5T

Far M 3-546.7T68
Darad Sl d oifierunom 2am

%ﬂ Enron Caribbean Bagin

MWavemnber [0, 1999

His Excellency

Dr. Leonel Fernindez

President of the Dominican Republic
Mational Palace

Santo Domingo, D.R.

Hanarable Mr, President:

The purpose of this letter is 1o explain to you the precarious financial situztion in 1_.:.1'}1.1-:11-
Smith Enron Cogeneration, Lud. #*SECLP™) finds itself and the causes rthat have motivated
SECLP 1o send a shutdown netice to CDE, in conformity with our PPA Contract. For Earon,
it has heen a difficult decision since we understand the tenucus nature of an incipient
capitalization process and your personal commitment lo making such a vital reform of the
electrical sector successful.

However, SECLP and Enron, as its largest sharcholder, have contributed substantally 1 help
sustain the energy production in the last five months since June without receiving any
payments from CDE. Current debt arrears have reached an unprecedented and unsustainable
level of USS$ 38 million. SECLP is in an extreme situation with no working capital that would
allow it te continue to generate. Among the more pressing obligations are in past due fuel
paymzets Lo its supplier of USS 34 million, a forthcoming payment to its creditor pool of
banks in early December of USS 13 millien, plus the normal eperational expenses to run the
plant. Al present, SECLP has lost its credit with its fuel supplier, despite Enron's eredit
support unt:l payment 15 received.

We tmust Your Excellency understands that Enron has made all of the necessary efforts to
develop a pesitive and supportive relationship with the CDE and the Government. [n effect,
during 1998 and 1999, SECLP and CDE successfully renegotiated the PPA Contract
providing improved terms to the Dominican Republic, temmnated in good faith the arbitrage
litigation and collsborated jointly to better our nonnal working relationship.

The importance of these aforementioned successes is further supported by Enron's
development of new businesses in your country. Enron has demonstated its faith m the
future of the Dominican Republic and its ecoromy, by participaring as the lead investor in the
Haina Consemium. Ons other business opportunity currently bemng developed is a LNG
terminal and gas distribution system that would significantly reducs the cost of energy supply

Endless possibilities.™
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in the Dominican Republic. All this has been made possible by the creaton of a proper
climate for new investments based on political stability and cconomic growth. These
encouraging developments in the investment profile of the Dominican Republic can only be
adversely affected by the prevailing erisis that affects all generators in the system.

Qur company understands that your staff is searching for several mechanisms to provide the
IPP"s with payments for all the cutstanding debts. We urge Your Excellency to direct yowr
staff to immediately implement one of these available mechanisms. SECLP also respectfully
requests you to instruct the CDE to comply with the Definirive Agresment by providing the
Distnbution Companies orders to pay into the Escrow Account all monies due to CDE. The
Escrow Account is now operational, but as late as Monday, the CDE mformed a group of
IFP's that CDE does not intend to comply with the Delinitive Agreement during the
Transition Period.

We are committed to contnue to help CDE and your Govemment with the successful
Transition to a new electrical sector, but are in dire need of your attenticn to the payment issuc
and the negative effects on generation. Earon is more than willing to contribute our human
resources to analyze the cash flows needs of the system, as well as any other associated
technical issues. Please count on our continued assistance in the search for creative solutions
that will promote the success of the capitalization reform.

With the hope that you understand our necds and immediate pressures, we remain at your
services,

Yours Truly,

Lo . St
David Shislds
Senior Vice President

cc: Temistocles Montas
Alsjandrinag German
Tonmy Iza Conde
Rhadames Segura
Marcos Cochon

TOTEL P23
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David W. Shields
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"' Enron Caribbean Basin
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November 10, 1959

His Excellency

Dr. Leonel Fersindez

President of the Dominican Republic
Wational Palace

Santo Domingo, D.R.

Eonorable Mr. President:

The purpose of this letter is 1o explain to you the precarious financial situation in which
Smith Enron Cogeneration, Lid. ("SECLP") fnds itself and the causes that have monvated
SECLP 1o send a shutdewn netice to CDE, in confarmity with our PPA Contract. For Enron,
it has been a difficult decision since we understand the tenuous nature of an incipient
capitalization process and your personal commitment to making such a vital reform of the
elecmical sector successful.

Hawever, SECLP and Enron, as its largest sharcholder, have contributed substantially 1o help
sustain the energy production in the last five months since June without receiving any
payments from CDE. Current debt arrears have reached an unprecedented and unsustainable
level of USS 28 million. SECLP is in an extreme situation with no working capital that would
allow it to continue to gencrate. Among the more pressing obligations are in past due fuel
payments 1o its supplier of USS 34 million, a forthcoming payment 1o its creditor poal of
banks in early Decernber of USS 13 millien, plus the nermal operational expenses to run the
plant. At present, SECLP has lost its credit with its fuel supplier, despite Enron’s credit
support until payment 15 received.

We trust Your Excellency understands that Enron has made all of the necessary efforts to
develop a pesitive and suppartive relationship with the CDE and the Government. In effest,
dunng 1998 and 1999, SECLP and CDE successfully renegotiated the PPA Contract
providing improved teyms to the Dominican Republic, teminated in good faith the arbitrage
litigation and collaborated jomtly to better our normal working relationghip.

The importance of these aforementioned successcs is further supperied by Enren's
development of new businesses in your country. Enren has demenswated its faith in the
fiture of the Dominican Renublic and its ecoromy, by participaring as the lead investor in Lhe
Haina Consertivm. Ons other business oppormunity currently beng developed is a LNG
terminal and gas distibution system that would significantly reduce the cost of energy supply

Endless possibilities.™
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in the Dominican Republic. All this has been made possible by the creation of a proper
climate for new investments based on political stability and economic growth. These
eptouraging developments in the investrment profile of the Dominican Republic can oaly be
adversely affected by the prevailing erisis that affects all generators in the system.

Our company understands that your staff is searching for several mechanisms to provide the
IPP"s with payments for all the outstanding debts. We urge Your Excellency to direct your
staff to immediately implement one of these available mechanisms. SECLP also respectfully
requests You o instruct the CDE to comply with the Definitive Agrsement by providing the
Distnbution Companies orders to pay into the Escrow Account all monies due to CDE. The
Escrow Acgcount is now operational, but as late as Monday, the CDE informed a group of
IFP's that CDE does cot intend to comply with the Definitive Agreement during the
Transition Period.

We are committed to contnue to help CDE and your Govemment with the successful
ransition to a new clecmical sector, but are in dire need of your aftention to the payment issuc
and the negative sffects an generation. Earon is more than willing to contribute our human
resources to analyze the cash flows needs of the system, as well as any other associated
technical issues. Please count on our continued assistance in the search for creative solutions
that will promote the success of the capitalization reform.

With the hope that you understand our necds and immediate pressures, we remain at your
services.

Yours Truly,

IQ-J;QQ W, g‘:uﬂh

David Shislds
Senior Vice President

¢c:  Temistocles Montas
Alsjandrina German
Tony Isa Conde
Rhadames Segura
Mareos Cochon

TOTAL P.23
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EnEIhardi Joe

—
From: davnews@woridbank org
Sent: Fricay, April 06, 2000 10:471 AM
To: Devatopmeant Mews
Subject: Press Review Friday, Aprl G, 2001

This summary is prepared by the External Affairs Department of the World Bank.
All material is taken directly from published and copyright wire service staries
and newspaper articles.

For more news go to hotp://www,worldbank.org/developaentnews
To subscribe go to hittp: S/ www.worldbank.org/subscripticns)

Hiadllntl for Friday,., April &, 2001:
WORLD BANE DISCUSSING SUPFORT FOR TURKEY: LINM.
- UM HAMDS ARREST WARRANT POR MILOSEVIC TO BELGRADE.
= AIDS DRUG PRICES CUT FOR POOREST COUNTRIES AFTER ANMAK MEETS FIRMS.
- HABILA POSTERES DIFLOMATIC DRIVE TD EXND DR COMED WAR.
- C0STR RICA PROPOSEE T0 PARDOH SOME MICAZAGUM DEBT.
Alss in this adition: MALAYSIA SUBMITS ALTERMATIVE TO IMF ROLE IM ASEAM SWAP
PI..IH ALDE GIVES SIERRAR LESMNE 512,92 MLY PFOST-WAR AID,

WORLD BANE DISCUSSING SUPPORT FOR TUREEY: LINM.

Korld Bank Vice President for Eastern Burope and Central Asia Johannes Linn said
today the Bank was ready to support Turkey in implementing a new poet-crisias
economic program but was still discussing the exact amount of finmancial aupport,
Reuters reports. "Ab this point we do not believe it is necessary teo go beyond
the £5 billion that has boen agreed [n the past,” Linn sald following a meeting
with Prime Minister Bdlent Ecevit in Ankara. However, the Bank would czy to
eneure that any financial support could be "properly structured" and available
for use in a timely fashion. he said.

Turkish Economy Minister Xemal Dervis said earlier this week he hoped to
complete a new eccnomic preogram by the end of next week, nobes Routers in a
BEpATALE Teport.

Meanwhile, reports the Wall Street Jourmal Europe, angry demconstrations spread
yesterday to five towns in Turkey with shouts for the government to resign
because of price increases, esccnomic stagnation, job losses and Ecevit's
handling of the six-week-old econcmic crisis. Some 200 demonsbiralors waere
detained after a number of police and protesters were hurt inm clashes in the
congervative central city of Konya. Turkey's president called for calm, while
cppoaition leaders tried to cateh the wind of protest, says the stery.

One step forward was a law liberalizing the sugar market and sugar
beet-procesaing industry that was paseed on Wednesday, says the story, It is
the first of 1% legal reforms Turkey says it needs to snact to win new backing
from the IMF, Dervis, notes the story, starcé talks with Fund officials thism
weekend cn a leteer of incent teward a new program te replace the disinflation
program abandoned on Pebruary 22. He has sald the new zeform program will be
announced next week. Any IMF decision would be made at a late-April bao

ard

mest g,
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The Financial Times {p.2} also reports, noting that a Western diplomar said che
government's recent progress in pushing through some of the 15 emergency
econcmic reform laws scught by Dervis should create a more "receptive atmosphere
for discussion additional funding within and cuteide the IMF.®

Uk HANDS ARAEST WARRANT FOR MILOSEVIC TO BELGRADE.

Officials from the UN war crimes tribunal yescerday formally presentced Yugoslav
authorities with an arrest warrant [or Miloeevic, reports the Financial Times
{p-3}. Arriving in Belgrade, the officiala cautionsed chat the tribunal had
primacy over domestic proceedings. “Transfer la a non-negotiable obligation and
mugt happen immediately,"” said Jean-Jacgues Jorie, pelicical advisor te the
chief prosecutor.

The wvisit by tribunal officers came amid signe that the US and ite Burcpean
allies have poftened thelr resistance to Yugoslaw demands to try Milosewic in
Belgrade for offences allegedly committed against his own people. On Monday, EU
foreign ministers are expected to issue a atatement that avelds making Fucure
aid eo Belgrade conditional on the extradition of Miloeewvie.

“We will, however, contimue to ingist to the authorities in Belgrade that we
wiﬂ} Lo see Mileogsevie end up in The Hague," & senior EU official is gquoted as
gaying.

The EBEuropesan Commission is set to give the go-ahead to 5133 millionm of
agsistance to Sexbia in the coming weeks as part of a larger aid package chias
year. However, it has not yet been decided when the remaining funds will be
released. An internaticnal doncrs confersnce planned for later this year eould
be used ag leverage,

AIDS DRUG PRICES CUT FOR POOREST COUNTRIES AFTER ANMAN MEETS FIRMS.

The UN Secretary-Gongral Kefl Annan won agreemont f£rom six major drug companiea
yeaterday to keep cutting prices of AIDS creatments for the world's pocrest
paticns, reports the Independent (UK, p.l2). *“The companies have agreed co
continue and acoelerate reducing prices substancially, with a special emphas=is
on the least developed countries," Annan sald after meating officinlas of the
companiss in Amaterdam,

The firma had alsa agreed *to continue to offer affordable medicines to orther
develpping countries, on a country-by-country bBasis,* he added, “The way we
have dealt with the needs of the developing world in recent years is simply not

adequate.”

W officiale sald Annan could not divulge financial devails of the agreements
Bacauss the companies weare worried about accusabions of anti-trust vioslations.
Annan had met senior executives of Pfizer, GlaxoSmithKline, Abbott,

Bristol-Myers Squibb, Hoffman-Laroche and Boehringer Ingelheim. Merck, which

had participated in the meeting last year, was said to have been invited to join
the new program but declinsd.

Anman said the cospanies' new commitments furthered the progréss they had mads
in reducing prices since last May, when flve drug companies signed a joinc
statement of intent with the UN. The agressant reached yesterday "repressncse a
contribution te the global responase to the spideaic, going much further than any
af us could have predicced 12 months ago,.® Annan said.

Hoting chat more than 40 pharmaceutical firms are taking the South African
government to court over its plans to promcte the import or local manufacture of
gepneric AIDS drugs, the story gquotes Annan as saying, "Intellectual property im

2
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ey to bringing forward new medicines, vaccines and diagnostice urgently nesdsd
for the health of world's pooreat people.®

Health experts from arcund the world are preparing to discuss drugs for the poor
at a gathering in Norway next weekend jointly orgamized by the WTO and the WHO,
the story notes.

The Los hngeles Times [(p. A4l and the Wall Streest Journal (p. A2} report tche
same story, adding that Merck declined to attend the meeting, citing concerns
abopt US antitrust laws, but the company has offered a 30% price cukts for two of
its RIDS drugs in Africa. The Wall Street Jourmal also adde that the six drug
ccmpanies won a cruclal concession becavse Annan promised that rthe UN won't join
the pscalacing crusade o strip the industry of the patentse that are its
lifeblood.

Mearnwhile, researchere the US and India are embarking on a bold experisent to
see Lf reasonably priced AIDS vaccines can be tested and manufactured in the
developing world without vioclating patents in the developed world, notes the
Wall Ecrest Journal in a separate areticle (p. B1)]. The nonprofic Internaticnal
ALDE Vaccine lnitiative, or IAVI, 1B negotiatimg &4 deal that would let an Indian
drug company use patented vaccine-making technology developed by the emall
American bictechnology £irm Therion Biclogics Ing,

In a related development, the US Senate agreed last nigh that the Unized States
should double current spending an the global battle against HIV/AIDS to more
than 51 billion within the next two years, the Washington Post [p. A6l reports.
In an amgndment to the Sepate's nonbonding budget blueprint passed by voice
veto, lavmakers added 5200 millien in fiscal 2002 and an additicnal 2500 milliean
the following year. This year's budger for internaticnal AIDS programa ia about
5460 million, three-quarters of which ls dispensed through the Agency for
International Development. Sscrecary of Starte Colin L. Powell has asked for a 10
percent increase in the department's global AIDS accounts.

EASILA FOSTERS DIPLOMATIC DREIVE TO ENMD DR COMGO WAR.

HeWw President Joseph Kabila of the Democratic Republic of Congo (DRCH arrived in
Germany yesterday to promote diplomacic efforcs to end a two-year civil war thac
has sucked in the armies of six neighboring states and devastated an already
fragile economy, reports the Financial Times (p.%}. "It is high time the regiecn
an a whole benefits from peace and is not imvolved in stcvpid wars,.” he is guoted
as saying.

Just hours before, notes the story, Kabila had dismissed his encire cabinec.
Congolese officials way a new team L8 likely to bs appeinved within a week,
although the president made no commitment to include opposition forces. "The
government [tha late President Laurent Kabila]l was leading is considered to have
been not operational,* Kabila said,

The new president pledged an audit of state companies, regional administraticns
and government ministries, saying donors had offered to support the procesa.
“We have & body chat will do ethak, but we also have contacts with the IMP and
the World Baak, who will give us technical assistance,.” he said.

Hestern governteénts have been anxious to show support for the new president,
epnccuraging hia efforts to revive a peace process that had flagged cnder
Habila's late father, notes the story. This week, Zimbabwe, which with Angola
and Namibia backs the Congolese government, pulled the first 100 of its
estimated soldiers out of Congo as part of a UWN-brokered dissngagement procesa,
Rwanda and Uganda, which backs rebels opposed to Kabila, have alsc begun to
disangacge.

The UN mission in Congo saya it is broadly satisfied that most parcies in the
3
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conflict have complied with an agreement to withdraw 15 kilomecers From
fronctline positiona.

COSTA RICA PROPOSES TO PARDON SOME NICARAGUA DEBT.

Costa Rica's government on Thursday presented a plan co pardon Nicaragua of
around 40 percent of the 5540 million that it owes it, Reuters reports an
official from the president's office said on Thursday. According to the
proposal, Costa Hica would pardon Micaragua of some 40 percent of itce debe
provided that industrialized naticns lent or donated the remaining 60 percent of
the maney to enable it to pay Costa Rica.

President Miguel Angel Eodriguez said the plan was a necessary measure to enable
Coela Rica to recoup At least pome of che total, recogniring that Micaragua was
unlikely to afford to pay back the full sum of its debt, the story says.

Hicaragua has received debt relief from the World Bank and IMF under the Heavily
Indebted Poor Countries Initiative, aimed at eliminating debr in the world's
poorest nations.

Also in this edition: MALAYSIA SUBMITS ALTERWATIVE TO IMF ROLE IN ASEAN SWAP
FLAN. AfDE GIVES SIERRA LEOHE $12.82 MLN POST-WAR AID,

MALAYSIA SUBMITE ALTERKATIVE T0 IMF ROLE [N ASEAN SWAP PLAN. Malaysia yestuzday
proposed an alternative mechanism to prevent any IMF involvement in a Southeast
ABlan currency swWap plan aimed at averting future financial crises, reports AFP.
But senior finance ministry officials from che Asssciation of Scutheast Asian
Hationa [(ASEAN] maid no agreement has been reached on the issue in preparatory
meet Ligs .

Samsudin Hitam, secretary genefal of the Malaysian treasury who chaired the
meeting, told reporcers an alternative surveillance mechanism was put forward
and debated. Mowever, he declined to give decails.

Malaysia opposes any role for the IMF in the planm kneowr as the Chiang Mai
initiacive, notes the atery. This aims to link the international reserves of
the 10 ASEAN nations with those from China, Japan and South Korea, and for Japan
o provide greater resources in future currency crises.

ASEAN [ilnance miniscry and central bank officials were holding talks before a
two-day ministerial meeting that begins tomorrow, Officials from China, Japan

and Socuth Korea are not taking part in the current talks but will join their
ASEAN counterparts on Sunday.

Sathit Limpongpan, director general of fiscal policy in Thailand's Ffinance
minigtry, told reporters that thers were various views on the IMF role but
"everyone agreed that there should be an ASERN consensus, The bottom line is
that we want o achieve the bilateral swap arrangement but in any international

ArFangemant, we need a compromise, we need to negotiate with the octher three
countriea.”

AfDB CIVES SIERRA LECNE 512.%2 MLM POST-WAR AID. The African Development Bank
said cn Thursday 1te soft-loan arm was lending Sierra Lecne 512,52 million te
help fund ecopomic recovery after a devasctating civil war, Reuters reports.

The AfDBE said it had joined the World Bank and the International Monstary Pund

in backing the government's national recovery program which focuses on restoring

security, stabilizing the sconomy and improving governance. A ceasefire has held

in the West African country since Fovember and United Wacions peacekecpera have
4
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recently begun to deploy in rebel-contreolled areas. Donors are tentatively
Ipcking to help beyond existing humanitarian pregrams

The IMF said in February that it could previde additional peost-conflicc

aggistance and some directors felt a full Poverty Reduction and Crowth Pasilicy
might be agreed by the middle of this year, says the story.

BRAZIL SCRAMBLES FOR HORE ENERGY. Brazilians are hoping for at least 20 percent
more rain than normal for this time of year to ensure that hydroelectric plants
will continue to run at full capacity, averting the need for energy rationing,
like the recent rolling blackouts in California, in at least part of Brazil
later in the year, reporte the Hew York Times (p. Wi). For the last few years,
experts have warned of an impending energy crisis in Brazil, as increasing
industrializaticon has caused the demand for energy to cutpace supply by abour 20
percent. The government's three-year-old effart o attract more investors
through the privatization of most of the country's power grid had had a slow
start. Local companiea have been hindered by a lack of financing. And
upncertainties in the newly deregulated power market over such things as the
pricing of olectricity have scymied grid-expansion plans by the private
enterprises, including Enrcn. that bought up the former state-owned companies,
gays the story.

FOOR CITIZENS LEFT WITH THE LEGACY OF KLEPTOCRATE: COMMENT, Writing in a
letter to the editeor of the Financial Timea (p.14), Ann Pettifor of the Jubilee
Plus debt relief campalgn says that if kleptocrats have huge foreign debtas, it
is becavac they have been financed by irresponsible and sometimes corzupt
foreign creditors. Jubilee 2000 ineisted that both international credicara and
debtors share responaibllicy for umnsustainable debts. They demanded chat
internaticnal lending to sovereignm governments be made more accountable and
Lransparent .,

In contravention of a fundamental rule &f law, incernaticnal creditors act as
plaintiff, judge and jury in their own courts (the IMPF, the Paris Club and the
London Club]l and zule on their own claima. This §is in contrast to the
discipline of more independent and transparent bankruptcy codes in domestic
spheres.

Because sovereigns den't go bankrupt, foreign creditors are not disciplimed,
says Fettifor. Long after the kleptocrat has gone, poor citizens will carry the
millicns of debts chey were never party to.

ALSD REPORTS, . . The findings of a World Bank study of 10 African countcries reveal
that when the government of a country is committed o economic reforms,
development assistance produces econcsmic growth, the Economist also reportcs,
noting that for decades, African rulers have been model pupils, copying every
World Bank whim into their peliey papers. They did just encugh to get the ald

maney, then, as soon as the donors turned away, they starced behaving like the
leaders of Higeria and Congo.

BRIEFLY HOTED...The Third World Hetwork represente the respectable face of the
anti-glebalization movement, reports the FT...Trade ministers from the 34
countries negotisting the Free Trade Area of the Americas will today mest in
Buencs Aires, and many in Latin America predict that the ministers will be
greeted with protests much larger than the cnes that exploded Iin Seattle in
19959, notes Naomil Klein af che Guardian [UK) .

Salvadorean President Francisce Flores said on Thursday El Salvador could cope
with running up debte to rebuild the country after a series of devastating
esarchquakes this year, Reuters reports. Flores said the government had held
talks with the IMF, the World Bank and che IADE and he was confident they would
help cthe coffes-exporeing nation deal with the deficie.
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The IMF on Thursday ccemended tche Colombian governsenr for its economic
managemsnt, and advocated a range of additional reforma to promoce further
recovery, Dow Jones Teports...Peruvians will vote for a new president Sunday,
and the eventual winner faces a towgher task than triumphing at che pells, the
Wall Street Jourmal {p.Al3) reports. He or ghe must find a Eormula to unify a
country divided by racial and claes censions and rebuild an econcmy char has
been troubled aince 1986, the atory saye. . Argentina's new finance chief,
Domingo Cavalleo, ie enipping away at regulations and changing the nation's cax
structure in hopes of encouraging cospanies to rev up investment, the Wall
Street Journal (p.Al3) rveporca. But economists and government offieialas say
companies ales nesd assurances that Argentina‘'s consumers will start buying
thelr products again.

The World Bank is evaluating the posaibility of lending fresh funds for the Sri
Lankan government ‘s progras to develop the private sector, Reuters reports an
afflcial clogs to the Bank sald yesterdsy, quoting the source as saying areas of
pogsible suppore included reforms in the power sector and liberalization of the
celecom induscry and ports.

Banca Romanesca (the Romanlan Bank) has anncunced it has signed an agreesment
with che International Finamce Corporation, AR Press reports. The funds will be
uged for [inancing small investors in Romania... Ukrainisn prosecutords have
recpensd a case thart the THF has done ita best to shut since 1998, accusing a
former ceantral bank official of misusing Ukraine's international reserves in
1997-1998, reporta the Financial Timee (p.3). NHew revelatisn about ehe cass,
which became a slgnificant scandal last year, could be on the way, Esllowing the
arraest lastc month of Volodymyr Bondar, former firet depucy chairman of Ukraine's
central bank.

The World Bank has cut emerging funding to Kenya's electricity supplier because
it had not cempleted an agresd rescructuring program, throwing the power sestar
into crieis, Reuters reportse the East African Standard sald yesterday.

Indenesia plans to review its econcmic progress with the World Bank and the IMP
at che snd of April to pave the way for ira annual meszing with major donors,
Reuters reports an affficial said yesverday...The IMF said on Friday it would
send a leng-awaived misafon to Indonesia nexe weak vo revieaw the councry's
economic progress, Reuters reports. Indonesia’s hopes for more money freom the
IMF-delayed since late lasc year while che two sldea battled over key reforma teo
the damaged econsmy-hinge on the missien.

The IMF i expected on Friday teo approve a program of loans cotaling 5385
millisn to aupport comsunise Vieensm's refarm efforrs, ite firet lending ro che
country in five years, Reuters reporta. Dennis de Tray, the IMF's Vietnam
represantative, said che IMP board would meet in Washingren on Friday to
congider Vietnam's reguest for balance of payments suppart under the Pund'a
povercy reduction and growth facilicy.
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Headlinea for Thuraday, Pebruary 22, 2001

- WORLD BANE WELCOMES TURKISH LIRAR FLOTATION.

- WORLD BANE BACKE MIGERIA EOOMOMIC REVIVAL PLAN.

- KENYA AIDS HOSEICE TO IMPORT GENERIC DRIMGS.

- WORLD BANE UNVEILS WATCHDOG FOR CHAD/CAMEROOH PIPELINE.
- ETUDY SAYS QUICK ACTICH KEY IN PINAWNCIAL CRISES.

- Aleo in this edition: MIGA AGARIN IMSURES POLITICAL RISK FOR IMNDONESIA
PROJECTS. IHDONESIAN HIKE WORKERS ALLEGE SEXUAL HARRSSMENT: HREPORT.

WORLD BANK WELOOMES TURKISE LIRA FLOTATION.

The World Bank yesterday saild it welcosed the Turkish government's decision to
flaat the lira follewing a Ffinancial erisis that caused it to abandon an
IMP-backed controlled-currency regime, Reuters reports,

Turkish afficials sald sarlier today rhey would allow the lira to float freely
when markets open at 0BO0 GMT, and analysts said cthey expected the lira to drop
10 to 40 percenc. *The World Bank teday welcomed che decisisn by the Turkish
authoriries to float the lira, " said a statement Faxed to Reuters From the Bank,

The Rank aald it supporced Turkey's deciaion oo continue with economic pefor=s
and would woark clossly with the government and the IMF to ensure incernational

pupport. Key lending ratea have topped 5,000 percent inm recent days and cthe
stock market tumbled a record 18 percent yesterday after a public row between
Prime Minister Bulent Ecevit and President Ahmet Sezer this week terrified
markets.

Meanwhile on Thursday, CHNM.com reports Turkey's lira tumbled by 231 percent in
early trade, plummeting Lo 850,000 against the dollar. On Wednesday, the central
bank's dellar purchase rate was 685,391 lira to the dollar.

Ecpl';qtely, AFF Teports Turkey today acrapped a predetermined E.:ti:l'l..llhga rave
policy in the face of sky-rocketing interest rates amid fimancial turmeil, but
said it would stick to anti-inflation policies, *Due to recent developmenta,
the foreign exchange rate will be lefr to float," a stacement from the prime
minister's office said, according to che NTV channel.
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The pegged currency rate was a key element of a chree-year 54 billion stand-by
deal with the IMF thar Turkey began isplementing in December 1999 ta prisarily
reduce ice chronie inflatien, The statement, which came after & 131-hour
emergency meecing chaired by Prime Minister Bulent Ecevit, asaerted that "the
gavernment 8 decermined ve srricely follew ehe sconcmic program. ™

*Structural reforms will continue as acheduled and all necessary steps will be
taken speedily for the privatization of Turkish Airlines and the Turkish
Telekom, ® two priority pledges to the IMF. the statement said.

*"The firnancial policies will be ioplemented meticulously,® it added. The
atatemant said that letting the exchange rate free would provide more revenuss
£rom exports and tourism, *The government will contines to protect the working
clanses against inflation," 1t maid.

The decision followed a cash crunch on Turkey's volacile markets, sparked by
fears of political instability afcer Ecevit and President Almet Hecdet Serer
clashed in an unprecedented row on Monday over waysg to fight corruption.

The Eurmoil yesterday sent interest rates on the interbank money market up to an
average of 2,086 parcent, while overnight repo intersst rates shot to an average
of some 4,000 percent, hitting 7,500 percent in some transactions. The Istanbul
stock market national index, meanwhile, slumped by 1,587 points, ar a massiwve
18.1 percent, to close che day at 7,180 points.

The crisis hit cthe markets at a4 time when they had just began recovering from a

severe liquidicy sguesze last December with scse 510 billion of rescues ald from
the IMF.

Meanwhile, Anatolia News Agency says that Stanley Fischer, the INF first deputy
managing director, said on Tuesday that the economic prograsme, implemented by
Turkey, was a broad one, and that it covered 511 billion loan.

The Wall Street Jourmal (p. AlLG) also reports, nobting Kohler sald the IMFP would
atart work Witk Turkey this week on necessary changes ta the program in order To
continue disbursements ®*within the coming weeks, ® including possible extra
réegources to cover “increased fiscal costa of bank reacructuring.”

All major US and Eurcpean newepapers aleo Treport.

WORLD BANK BACKS BMIGERIA ECONOMIC REVIVAL BLAN,

The World Bank and the IMF yesterday gave the thumbs-up te Nigeria‘®s economle
revival plans and pledged suppore for ite efforte to eradicace poverty in the
pil-producing country, Reuters reports.

Warld Bank President Jamea Walfenschn told a news conference in the Rigerian
capical after mesting President Clusegun Obasanjo that the Bank wap expanding
ive program of financial support with the provision of 54080 million during the

current fiscal year ending June 2001.

“We are delighted by the progress Nigeria is making since its return to
democracic governance less than two years ago, " Wolfenschn said. The World Bank
and IMF would wark with the government to get the Nigerian economy going again,
Holfenschn added.

Kosehler told the pews confersnce Higeria should shelve ics peraiscent demand for
debr cancellavion and concentrate on getting relief on ite huge foreign debt. He
gaid demand for debt cancellation could injure Higerias credibility in the syes
of foreign investors. "I do believe that more debt relief is necessary for
Wigeria,” Koehler said., *But you are asking for debt cancellation, and if you go
too far it will be an chetacle,” he added.
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The washington Times (p.All), SAPA (Souch Africa), Middle East Intelligence Wire
and Xinlwa aleo report on the Brecton Woods leaders' jolnt teip re Africa.

Oon March 31 the IMF will have to cercify whether Nigeria's economic track record
is good enough to get substantial relisf from the Pavis Club of ereditors on its
£23 billion debt, says Beuters. The IMF has expressed concern over unchecked
capical apending by Higeria as well as ice inabiliey te curb inflacion, now in
double figures.

It also ericvicized Nigeria's implementation of privacization programa. But
Higeriap econcsic analysts say they belisved the oil-producing country showld
get the nod from the IMF, needed to turn the ecopomy around. "For political
reasons, the IMPF should give Higeria the pass mark if only not to discourage
government 'sa efferts 86 far te turn the economy arcund, ® Bismarck Bewans,
Managing Direcrer of Financial Derivarives said.

Separacely, the FT (p.4) reporta that democracic government has brought changes
to Wigeria's oil industry. The story reporte on the control of ell lncome, and
Shell's efforca te improve ite image.

Meanwhile, AFP reports the presidents of Nigeria and Ghana called yesterday for
their counterparts in Guinea and Likeria to "show restraint® in cthe border
dispute that has flared into fighting in the past pix monthe. President Olusegun
Obasanjc of Nigeria and Ghana's President John Kufuor made the call as Hufuor
paid his firsc wiaslct here since his election lastc monch.

Speaking at a scace banguet given in hia honor, Eufuor called om “our brocher
presidents of Guinea and Liberia te exercise restraint in the border region of
Mano River." He urged the cwe to "be mindful of the tragic coneequences ic
{their conflict) has brought to the residents of the Ewo countries.®

Borh Cbasanio and Kufuor pleaded for greacer cooperation and economic
integracion in the West African regicn and Obapanjo praised the change of
government in Ghana last month as a sign of despening democratic tyaditions in
the country.

KENYA AIDE HOSPICE TO IMPORT GENERIC DRIKGS.

The charismatic Jesuit founder of a Halrcbhi AIDS hosplce yesterday lssusd a
direct challenge to the multinational drug trade, announcing he would accept the
recent offer by Cipla, an Indian manufactursr of generic medicines, to supply
cheap antiretroviral (ARVY) drugs, despite the threat of a confrontation with
Fenyan pacent law, reporte the Financial Times [p.4]. "We've decided to go
ahead and order,® sald Father Angelo D'Agostine, a medical doctor from Boston
whose Nyumbani hospice cares for T0 AIDS orphans, but which can only afford ARV
therapy for 12 af them. "I am slck and tired of {funerals.” The Independent (UK,
p-15) alas reparIa.

The move comes amid growing pressure by organizacions such as Oxfam and M&decins
sane Frontidres (MSF) upon an industry they argus ie keeping prices too hiagh,
while many reglons of Africa are baing decimated socially and economically by
AIDE and cothéer diseanes.

In a separate story, the FT (p.4) reporte GlaxoSmithEline yesterday pledged to
improve access to HIV medicines by offering deep discounts to WGOs and employers
that could distribute them efficiently in poor countries. The Wall Strast
Journal [(p. A19) alec reports on GlaxoSmithKline's plans co strengthen efforts
ta offer poorer natione discounted AIDS drugs.

in sther newa, the Now York Times (p. A%} reports the office of US trade
representative said today that the Bush administracicn would not change the
Clinton administration's genercus but contentious policy concerning AIDS drugs
for impoverished countries, The Bush adminiscration, a trade official said,

E
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will not seck sanctions against poor countries overwhelmed by the AIDS epidemic
that try to force down the price of patented anti-AIDS drugs by legalizing the
importatlen or manufacture of gemeric versions, The administration, the
afficial said., will not try to punish such countriea even if American drug
makers complain or American patent laws are being broken - as long as the
councry adheres to the rules agreed under WIQ treatiem. The Chicago Tribune
also reporta.

The newd comes as WID Director General Mike Mooze writes in the Intermational
Herald Tribune (p.6) that by premoting free trade we can make a difference.

Openness la essential for economic growth, which can help pay for better health
care and sanicarion.

Heanwhile, reports the Wall Screet Journal Eurcpe (p.221 in a feature, Brazil's
aselaised AIDS program lnvelves more than just free distribution of local
knockeffa of patented druge for people with HIV. Brazil aleo serves up an
uncenventlonal but potent mix of activists, the story says.

WORLD BANK UWVEILS WATCHDOG FOR CHAD/CAMERDON P1PELINE.

The World Bank yesterday anncunced the creation of a new pansl to ACE a8 &
watchdog over the controversial Chad/Camercon oil pipeline, Dow Jones reports.

The Bank sald in a scatement that the six-seat Ioterpational Advisory Group will
be headed by former Senegal Prime Minister Mamadou Lamine Leum. This group will
is charged with guarding against misuse of public money pumped into the
3.7-billion oil project, and that the project developers fulfill their promises
of reducing environmental damage while sharing the bensfics of the project with
the poor.

The I1aA9 im one of af least three independsnr panels expected te cverses the
financing and construction of the pipeline that it designed to tranaport oil
from fields in Chad through Camerscn co a port on the Atlantie coast.

Last June, the World Bank approved £%3 million in financing for Chad and
Camerocn and 5100 millicon - thiough its IFC arm - for the pipeline developers
despite fierce cpposition from non governmental organizations, concerted abaut
damage to environ=ent and the social impact on local inhabitants.

Controversy flared within four months when it became known that Chad's President
Idrisa Deby had authorized %4 millicn in weapons purchases out of a $25-milliocn

bonus pald te his government by Chevrion Corp. (CHV) and Malaysia's Petronas Gas

Bhd. (P.P3ES).

This i8 the kind of activity the World Bank hopes the independent panel will
reveal and perhaps discourage to protect it from further eriticism over what it
wiews as an snormous opportunity to alleviate poverty in the two countries.
*There is a risk that the projects will not achieve their povercy alleviacion
ebjeceives, could have negative impact on affected populations and result in
adverse environmental impacts," the World Bank said,

Accordingly, the IAG is expected to "identify potential prablems as cthey ariss,
concerning isauss such as the misallocation or misuse of public revenues,"
ensure the involvement of NHGDs, and scrutinize the projectts record on
snvironmental and social macrters.

“The work of the IAG is expected to continue for up to 10 years," the World Bank
gaid. *It will visit Chad and Camercon at least twice a year, and repoart
pericdically te the president and board of directors of the World Bank group.”
IAG reports are to be made public the day they are presented ro the World Bank
board, ir added.
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Joining Loum an the board will be: Jacques Gerin, a former Canadian deputy
minister af the environment; Jane Guyer, a professsr and direccor of the program
af African studies at Horthwestern Univeralty in the U.5.; Hilde Frafjord
Johnson, former HNorwegian miniscer of development and human rights; Abdou El
Hozide Ndiaye, president of Senegal's Forum of African Voluntary Development
Crganizations; and Dick de Zeeuw, & "Dutch agricultural specialise~ who served
on a similar oversight board in Laos.

STUDY ShYS QUICK ACTIOK KEY IN FIMAWNCIAL CRISES.

Governments muat acet gquickly to support banka facing liquidity problems during
Einancial orises, a study by academice and World Bank economista argues., the
Wall Strest Journal Europs roports.

The soon-to-be-published paper warme that "unconditicnal support for unscund
intermediaries makes crises worse by facilitating lecting and gambling for
resurrection, " but argues that "prompt publiec intervention in all distressed
financial inetitucicns limits the macroesconomic costs."

The atudy will be incorporated into a paper entitled *Is the crisis problem
growing more ssverse?® far publication inm the April issue of the journal Economic
Policy.

The paper avoids offering de facto guarantees, arguing that liguidicy suppor:
ahouldn't bBe used “to support insclvent inatitucticns and delay the recogniticn
of financial distress." But it stresses that "waikbing to intervenes until after
the cerisis has passed risks throwing good scney after bad.®

The paper's authors are Michael Bordeo, professor of economice at Rutgers
Universley; Barry Eichengresan, professcr of economics and political science at
the University of California Berkeley; and World Bank economists Daniela
Elingeblel ard Maria Soledad Marcinez-Peria,

The authors support the foreign-exchange pelicy the U5 Treasury and the IMF have
generally endorsed alnce the Aslan and Russlan financial crises of 1997/%8: Let
exchange races flcak freely. "We find that banking crises are more coBtly im the
presence of pegged rates.® because official assurances cf exchange-rate
srabilicy encourage che accumulation of unhedged exposures, the survey states.
This ls "a lesson of the 19208 as well as the 19%08." the report states.

Also in this edition: HIGA AGAIN INSURES POLITICAL RISK FOR INDCMESIA PROJECTS.
INDONESIAN HIKE WORKERS ALLEGE SEXUAL HARRGSMENT: REPFORT.

HIGAE ACARIN THEURES POLITICAL RISK FOR IMNDOSMESIA PROJECTE. HIGA will resums
providing political risk insurance coverage for foreign direc: investmeant in
indonesia, Dow Jomes reports MIGA said inm a press statement yesterday,

HIGA, part of the World Bank, decided to offer the insurance after the
Indonesian government agreed co reimburee MIGA for a 515 million insurance claim
paid out to Enron on & canceled power project last year. "Indonesia's economic
envircnment hay shifted significantly since Enron entered into this venture, and
the project was caught up by larger forces in the country's power sector that
affected other sponsors and insurers as well,® Luis Doderc, MIGA's general
csunael and World Bank Group vice president.

"Wwhile we understand the circumstances that led te the preject's suspension,
intermational law dictatea thae the cancellacion be compensated,® Doderoc said,

The claim was the first sver for HIGA. The project lovolved a SO00-megawabt pawer
plant near Surabaya, lndenesia, one of many suspended by presidential decres in
5
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1597 in Tesponse to the country's economie crisia.

Meanwhile, A¥F reports a World Bank wnic promoting direct foreign investment in
developing countries said yvesterday it was ready to resume activities in
Indonesia after the country agreed to refimburse the agency 15 million dollars.

The news comes as [es Huan Yew, Paul A. Voleker, Nobuo Matsunaga and Dlrich
Cartellierl write in an op-ed addressed to President Wahid im the IHT (p.6) that
the IMF and che World Bank are not alone in expressing concern about the pace,
consiatency and tranaparency of efforte by yvour government to spesd asmet
disposals by the Indonesian Bank Restructuring Agency, recapitalize the banking
pystem and remove barriers e foreign investmsentc,

Close IMP aurveillance of those programs should be welcomed as a counterweight
o polivtical or special interests that tend to impede or frustrate evenhanded
ereatment of investore and rapid recowery of asse: values.

INDOHESIAN NIKE WORKERS ALLEGE SEXUML MARASSMENT: REPCRT. The FT (p.1l) reports
a study into conditions at Indonesian contract factories used by aport shoes
group Nike has uncovered allegations of sexual harassment and physical and
verbal abuse. Interviewess claimed two employess in different planta had died ar
work having been denied medical attention. Workers in one factory claimed female
recrulte were encouraged to “date” managers to ensure promotion.

Mike. which will releases the report today, said che findings were “discurbing®.
It promiged to implement a detailed "remediation plan® involving harassment
training, grievance systems and stronger workplace policies.

The 1l04-page report was produced by the Global Alliance for Workers and
Communivries, a group of not-for-profit foundationme, internaticnal imetitutiens
such as the Warld Bank and corporations including Nike and Gap.

In & separate srory, the FT (p.4) reports Rick Lietle, chairman of the oparating
couneil of the Glabal Alliance for Workers and Communitiedn, says:

“Imfortunately, it's a story that could be told about hundreds of major brands
and companies, in many countries.” The main thrust of the Global Alliance's
report is mob about such controversial imsues as harassasent or abuse. The
alliance‘s scaced mipsion is to "impzove the lives and future prospects of
workers inveolved in global production and service supply chains.®

The WEBJE [p.l1) and the Hew York Times ([p.C2] also repart.

LOAN TO ZAMBIA WAS ENTIRELY APPROPRIATE: IMF. Par Erom ignoring indications of
irregularicies in Zambian cobalt sales, the IMF was the first to raise the issue
with che Zambian govermment, writes IMF African Department Associate Director
Ernesto Hermandez-Cata in a letter to the edicor af the Financial Times. The
government agreed o the commissioning of an independent, cutside audit as a
condition far Pund lending and debe relief, and immediately launched the audit,
Hernandez-Cata notes,

It was an IMF economist who discovered the discrepancy between the market price
of cobalt and che actual recurn under the contracet signed by Zambia Consclidated
Copper Mine [Z0CM] two years ago, Hernandez-Cata adds. As a result, the June
i0, 2000 letter of intent for che IMF's concessional loan to Zambia lndicatced
that the audit of the cobalt arrangement would be launched.

It was precipely Zambia's agreement to proceed with the audit that allowed the
IMF loan and the subseguent debt reduction accord to go ahead. With that
agreement in place-and because ICCM is no longer a government entivy and has new
management-it was entirely appropriace to move rapidly to help a country facing
a heavy debt burden and severe povezty.

EURCPE THREATENS MUSABE WITH END TO AID FACHASE. Europe is to take the
i
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unprecedented step of delivering & final warning to Zimbabwe over its human
righte record in a move that could result in the ending of a multimillion dollaz
aid package, zeports the Independent (UK, p.14), The acticn reflects growing
internaticnal cencern cver the intimidation of the judiciary, harassment of the
independent media and the expuleicn of foreign journalists.

Sweden, which heldas the EU presidency, is planning to confront the Zimbabwean
authorities under the terms of a new treaty that governs relaticne between the
EU and developing countries. A sesting of officials ln Bruseels today ias
expected to finalize details of how the EU will force a new "dialcgue® with
Harare cover ita abuse of human righta.

POOR COUNTRIES MOST VULMERABLE TO GLOBAL WARMING., Developing ecsuncries are
parcicularly vulnerable to cthe negative effects of global warming, says
Libéracion [(France, p.4), also reporting on the lacest UM report on the
phenomencn, The eo-called "big five" developing countries-China, India,
Indeneala, Brazil and Argentina-are big palluters but vulperable, whiles the
least develcped countries (LDCs). which are small polluters, are the most
vulnerable, an OECD official points out. “The poorer they are, the more
difficult it will be for them Lo address [the effects of global warmingl, says
the official. “Who is going to pay so that a small ieland state can construct
dikea like thoae of The Ketherlands?"

The CECD deplores the failure of last year's climate change negotiaticos in The
Hague. Efforca have come to a standstill despite the fact that the world is
faced with an unprecedented challenge, notes Frangois Falloux of the World Bank,

The developing world, repressnted by the G777, is also divided on the issue of
carbon emissione trading, the story notes. The emissione tradipg market has
been wstimated to be worth as much as 550 billion, which is almost as much as
all cfficial development ald, the story says the World Bank hap said.

The IMF says it is too sarly to work on the lssue, the story notes, while scme
N30 say the solution cannet lie in the "techaclogical pressure® of, for
inscance, genetically modified orgamisma, but in "practical adaptaticns® in ths
agrarian sector and in free access to matural respurces, such as water.

Addressing the praoblems will take fimancial resources and patience, says the
atary. Ic will ales require fighting a certain fatalism in southern countries,
whare it is said that eclimate change might indeed strike the day after tomorrow,
bur hunger will kill pecple tomorrow, Falloux is quoted as eaying.

CORRUFTICH-HIT PERU PUTS STATE ACCOUNTS ON SHOW. Peru, mired in the worat
eorruption crieis im ite history, said yesterday it was opening ite state
accounts for unprecedented scrutiny in a drive for transparency and to stop
frauwd in che future, Reutera reporte.

*This is a weapon in the fight againet corrupticn, We're going to make the
wgapon ag powerful as possible,” interim Economy Minister Javier Silva Rueste
told a news conference to present the ministry's new "econcmic Lransparency

portal®.

Interpnational institutions such as the IMF and the World Bank, which Silva Huste
has just tapped for fresh credits, are likely to be delighted by the open-doors
policy, which has reaped dividends elsewhere.

in Guatemala, for example, when the government published detalls of its
procurament contracts, competing companies were able to oifer lower prices for
goods and services "so transparency is cost effective as well as salutary” a
wWorld Bank source in Washington sald.

731 PERCENT OF WOELD BANE PROJECTS HAD SATISFACTORY OUTCOMES: OED. Responding
to a recent article that gquotes Bruce Rich as saying that only every second
7
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World Bank project is sustainable, Robert Picciotto of the World Bank's
Opearatisna Evaluation Department writea in a letter to the ediktor of Die Zeie
{Germany] chat the moat recent daca, which his deparcment just reporced te the
Bank's shareholdsers, show that 731 percent of the projects that closed during
fiscal 19%3 and the Firac half of fiscal 2000 had satiafactory oubtcomes.

Sacisfactory outcome fs the main measure of project success, Pilcciotto notes.

It means that the project was judged relsavant o the country's needs, likely to
achieve its stated goals, and efficient. Moreover, the satisfactory share seema
e Be on an improving trend, becaussa the projects most recently completed [in
the firac half of 2000) have a 77 percent saclafactery outcome, he writea,

WORLD BANEK DISCUSSES EWMERGY REFORMS IN BULGARIA. A World Bank team this week
will digcuss with Bulgarian officials energy law amendments which are nceded for
reforms required by IMF funding rules, reports Reuters (Bulgaria, 2/21). Final
disbursemsnt of funds under a three-year agreement with the IMF will hinge on
the country introducing the amendments to parliament by mid-Karch, IMF Bulgaria
team leader Juha Kaskoenen said last wonth.

Bulgaria‘'s lag in energy sector restructuring and liberalization prompted IMF
criticism during its final review of the three-year program in January, the
sEory says., Last year Bulgaria pledged to begin restructuring ite state utiliey
moncpolies and prepars them for privatization over the nexe three pears, buz che
process has fallen behind schedule. Improving viabilicy of distrier heating
plancs was part of thia yvear's targets.

Bulgaria has so far received some 5680 millien under che deal and is due te ger
two last tranches of around 560 millien each, Other Funding eriteria include tha
counery's end-#arch financlal performance based on reserves, incomes policy and
other fiacal indicarara. “The country had ao problems mesting the fiscal
eriteria, but the energy law amendments will invelwve extensive talka," a
government officlal who declined to be nased told Reuters,

WORLE BANE TO HELP UZBEES WITH SOUTHERR DRAIHAGE PROJECT. The implementation of
ancther investment project financed by the Warld Bank will begin next month,
reports Fravda Vostoka [Uzbekiatan, 27158, p.f#).

The project will help resclve the problems of drawing off water From the right
bank of the River Amudarya on Uzbekistan's southern border. Specifically, the
project will modernize the major drainage system of mouthern Karakalpakstan,
carry out work to improve the irrigaticn channels where there is a high loss of
water, build a channel linking the Sultandag and Dengizkul lakes, improve che
level of drainage water collected and strengthening the monitoring Eacilities.

The project will reduce the level of mineralizacien of the water in the River
Amudarya, and make it possible to drain more water from irrigated areas. It will
also pave the way for large-scale upgrading of the major drainage within and

between economic enticies, which will help lmprove the gualicy of the river
WALET

The total cost of the drainage improvement project is approximately $105
million, of which the Uzbek gowvernment will allocate $35million, and the World
Bank, $70 million. It will take about five years to carry out the project, the
plece concludes.

BRIEFLY HOTED...A joint IMF and World Bank mission has arrived in Moscew o
study the country's banking system, a representative of the IMF Moscow office

paid yesterday, Reuters reports. The World Bank's local office confirmed the
mission would study developsment of the Fussian financial sector...Rusaia faces
an unparalleled *people crisis,” says the Christian Science Monitor (p.15) im a
report. Among other things, its populaticon is collapsing, communicable diseases
are spreading, hospitals are overwhelmed, and environmental problems like heavy
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metal pollution have increased birth defects, the story says.

Dams under construction risk destroying a third of the werld's still-wild rivers
in the next 10 years, digplacing up to 10 million people, AFP reports sald the
World wildlife Foundacion, About 10,000 dams are to be built in coming years,
principally in India, China and Turkey, the foundation said. The WHF statement
precedes a World Commission on Dams meeting from February 25 to 27 in Cape Town,
South Africa. The G8-nember WD, which includes government agencies.
multilateral organizations like the World Bank, weility companies and
nan=-governmental organizations, will discuss ways to stop harmful dam
conetruction.,

A year after flecds that wreaked haveoc in one of the world's poorest countries,
Kozambigue yesterday appealed for aid te fight a new disaster that has killed at
leasr 41 pecple and displaced tens of thowsands, AFP reports. Foreign Minlater
Lecnarde Simac, who heads an emergency commiseion to deal with the f£looda, said
most of the deaths occcurred in the coastal province of EZambezia, which was hic
by & tropical atcem between Janeary 23 and 25. He said ower 77,000 pecple had
been displaced, and large tracte of farmland swamped. Earlier reports have said
thar some 280,000 pecple have been affected by the new floods.

Pakistan has asked some 100,000 Afghan refugees to leave their homes in a
20-year-old camp co make way for a housing developmenc, AFP reporte officials
said today. The goverament of MHarth West Froatier Province (NWFF) has cold them
to either move to another camp nearby or go back to Afghanistan, where drought
and war have created a new exodus of refugees in recent moncha. , .Nearly three
guarears of a million diaplaced Afghans are struggling to survive freszing
temperatures in refugee camps with scarce supplies in varicus parts of
Afghanietan and Pakietan, prompting the ¥ to warm that many face imminent deatch
unleas drastic pteps are taken to alleviate their misery, the Washington Paost
ip.All reports.

Thousands of unemployed Argentines marched into Buenos Aires yesterday to demand
jebs and food from the government to help those left jobless by an extended
recession in Lacin Americas third biggest economy. REeuters reports. "There is a
naticnal sssrgensy. People are dying of hunger,® said Viector De Connaroc, head of
Argentine Workers Central, one of the country's most active unions. "It is a
slap in the face thar people are dying of hunger in a country chac exports
food.* The World Bank meanwhile sstimated some 13 million people live in poverty
in Argentina, where official unesployment currently standa at pearly 15 percent.
An estimaced 1 percent of che population is malngourished.... The World Bank sald
yegrarday that talks about a potential guarantee to help Colombia issue bonds
worth 51.3 billion were going according to plan and that the guarantee would be
decided upon in the firsec half of March, Reuters reporte. "Everything is going
according to schedule. It's still not befors the board but it will be presented
to the board sometime in the firac half of March," said World Bank spokeswosan
Aledandra Vivercs, confirming that the board meeting would take place on March
B,

The World Bank is demanding greater disclosure from the more than 20 hedge fund
managers it employs. the Wall Sereseat Journal [(poCl6) reporea,. e uaas
Measurisk. a service which has full azcess to the hedge funds® portfolios and
offers a monthly breakdown of the type of securities and industries represented.
IT also analyzes sach fund's whnsle porcfolio to ase how it would perform in
various crisis mituations.
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Jaskowiak, Mark

-----h---- e —
From: =~ = Jaskowiak, Mark

Sent: Monday, Oclober 15, 2001 8:25 AM

To: ‘Robertson, Linda'

Subject: RE: Porifokio

¥ i
SoEry = wWas awWay last week. I've got EBRD, GEF (Global Environment Facility), IFAD
(Internaticnal Fund for Agricultural Develcpment), NADBank and, to the the extent of
Treasury invelvesment (not muchk, the Global HIV/AIDS/TB/Malacia Trust Fund. Alas a lew
other responsibilities, lneluding 150 AYC budgeting, some G-V coordination, MO anti-
corruption stuff, but these ace Ehe IFId I worey about.

Cheers.

————— Original Message-----

From: Aobertaon, Linda [malles:linda.Rabsrtaon@anron.com]
Sent: Thuraday, Octeber 11, 2001 7:00 PM

To: mark. jaskowiakfBdo. treas.gov

Subject: Pertfolio

What IFIs do you have in your portfplio?

FashadisdbaddssnsdsdiddsdphssdEdsdhbdesideddesd@dsdrhdrendd iR berdRddEsRs

This e-mall is the propesty of Enron Corp. andfor its felevant affiliate and may contain
confidential and privileged material for the asle use of the intended recipient ish. Any
review, use, distribution or disclosure by others is strictly prohibived, If you ape not
the intended reciplent (or authorized to receive for the recipient), please copncact the
sender or reply te Enron Corp. at enron.messaging.administrationdenron.com apd delete all
copies of the message. This e-mail (and any attachments herete) are not intended to be an
pffer [or an acceptancel and do not create or evidence a binding and enforceable contract
between Enren Sofp. (or any of its affiliates] and the intended recipient or any other
parcy, and may net be felied on by anyone as the basis of a contract by estoppel or
otherwise, Thank youw.

R R L R R
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ENRON

1775 Eye Street, N.W.
Suite 800

Washington, D.C. 20006
Tel: (202) 466-9156
Fax: (202) 3314717

TO: fzéﬁ égﬁ \ ﬂﬂi DATE: Sl a2y

= 2T

FROM: John Hardy, Jr. PAGEE;GE : g
MESSAGE:

DI

STRICTLY PRACHIBITED, IF YOU HAVE RECEVED THIS FACSIMILE TRANEMISSION IN ERBOH, PLEASE IMMEDMMTELY
EnmﬁmwmmmMTwemmMMHmm
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SEFTIOOOOL LL0ED Eraur el 31 &rlT P e ey

Enron Cogeneration Limited Parinership (SECLP)
o An Independent rI;'an Producer (IPP)
Puerta Plata, Dominican Republic
Septamber 2001
Project Deacription

[(B)(4)]
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[(b){4)]
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o e = L. T U I8 L ERLE 22 131 &4T1T  F.2dCEd

[(b)(4)]

TOTAL P.24
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From: ex. rmail " terawiond Eworldbank. arg”

To: e mailelizabeth k. sbewa,"gany sampling™), DO
Dante: A &0 7-52pm
Subject: MIGA R2000-8, Dominican Republic, Guaranies o Coastal Power

forgod bo copy you on this, apologies.
Forsarded by Todd W. Crawford/Person’World Bank EDs on

DAM5/2000 07-52 PM

Toadd W, Crawiord
0N S2000 07:32 PM
Extri: 80112 EOS01

To: Gay.Ss@0o Treas Gov, Grag Christopulosi@Do. Treas. Gov,
Gene.Clappi@ Do Treas. Gov, Meg Donovan@Do. Treas. Gov
o Alea D, Abams, Deborah A Wopidridge Eds

Subject MIGA R2000-5, Domincan Republic, Guaranies Lo Coaslal Power

Thanks for all your help io prapess ma for the Board discussion of the subyedt
guarantes, The talking peints | used arg altached.

Tham wasrt & wihols lat of discussion in the Board, The only olher speakers
were tha German, French and ane of the African chass [(b)(5)]

AlisaDaborah — could you put a copy of my TPs inlo your file of siatements?
Tharks.

(See attached fle; MIGA R2000-6, DR, Coaslal Power - 031400.dac)

Tesdd Croesdond

Tempory Acling U.S, Allernate Executive Dinpcior
Vitorld Bank

el 202-458-0112

fax: 202-477-2867

p-mail: (crmwforddEwodidbank.og
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[OUTSIDE SCOPE , (b)(5)]
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Davis, Michele

i
Fram: Shorridge, Pat [PalLShortrid nron.com)
Sent: Friday, er 02, 2001 2:45 PM
To: Michede davis@do treas gov
Subject: Comerstone school
A
e Mol e T
2061 e Michala -

I forgek to hit you up for this yesterday.
Hest,

Pat

22 T pead your fax number.

ceCormerstone Christmas 2001 .docs>>

amesmenidhesddEesdsdddbdoasiadedhdbdgneghddariansdarder e iR R FeRE e b e ed bR

This e=mall is the property of Enron Corp. and/or its relevant affillate and may contain
senfldontlal and privileged saterial for the sele wse of the intended recipient (s3]. Any
roview, use, disTriburcion.or disclosure by others is strictly prohibikted. Zf you are not
the lntended :u:ipi&ﬂ: {ar authorized to receive for the rctipitntb. pleasse contact the
sender or reply to Enson Corp. at enton.messaging.administrationenron.com and delete all
copied af the message. This e-mail (and any attachments herete} are not intended to be an
affer f(or an acceptance} and do oot cceate or avidence a binding and enfozceable contract
batwagn Enron Coep. [or any of Ltes affiliates) and tho intended reclplent or any other
party. and may not be relied on by anyone as the basia of & centract by estoppel or
otherwise,. Thank you,

e rerrr o R R R RN RN DR AR NN E R R RS R RS R R RN EREEEEEEE R ERERNENE.]
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Cﬂﬂmrd fone .Szrfmnf Cﬂr&if P p arfy

Coma Calleats the J'L-Ifi’djr season with
(?wmrr_'lfmn ﬂflul!l;flllj, Frlnul-'l_.. um!rdlrﬂ'#

jrir.l':lgl, ﬁwﬂ?il!:ﬂ 30, 2001
6:30 to 8:30 p.wm.
,_.w"?mrﬂ':ﬂ al ?jﬂlﬂﬂ jﬁ:ﬁan—ﬂmd‘l :-fnwf

z}mﬁﬂn: 250 Flf_ﬁ'ﬂﬂ'!'&ﬁlﬂf."l%fﬂﬂ por {:-luf.llfl

Commorstane Communily Schoel is & Chrisk-canternd urban schwol,
Prariding a quallly education for the chiliben of Capitol Hifll
Besiness _Ativa
Fir mave information, ploase contact

{Cpmmerifane Sehel 202,583 2881
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Nichols, Robert

Fram: Wheelock, Robert 5. [Robent, 5, Wheslock @abe com]

Sent: Thursday, January 10, 2002 3:06 PM

Ta: Robert. Nichols@do treas gov'

Subject: RE Secretary on FoxNews "Your World with Cavuto” at 4 00p Today

any chanca that Ehe Secretary would be svailable tomorrow to talk
L} Encen

2 Terraridat Finacclinog

¥} sconoEy.LaXes, budget

I lelt 4 message With your aftfice and have & call into Adan Levine at tho
Wi 45 wall.

Thanks

----- Jriginal Messaqo——-—-—=—

From: Hobeart.lichas =ddo.treas.goy [malltorAocbest  NicholaBas. treas . gov]
ent: Thureday, Januvary 10, 002 11:313 AM

iLjeot: Secoratary on Foxbleds "Your World swith Cawveto® atk 4:00p Today
ITmpartance: Hoak

Rah Kichols
Deputy Assistant Secretary for Public Affalirs
Department of the Treasary

(202) bE2=29.0

The Hecretary woll appear in an interview on FoxMewsCll "Your World
with Cavute™ at 4:0Up today. Toploas of discussion will bo the economy and

ﬂﬂﬂﬂﬂﬂﬂ.ﬂﬂDMEE
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Nichols, Robert
—

—
ETHT" ?h%ﬁﬂmﬂ 10, 2002 4:28 PM
A ur . Januarny 10, '
To: “Wheslock, Robert 5
Subject: RE: Secretary on FoxNews "Your World with Cavuta™ at 4:00p Today

we Will contact you o discuss

Bobk Hichols

Deputy Rssistant Secretary for Public Affairs
Cepartment of the Treasury

{202 6Z22=231D0

-——-—-Driginal MHessaga=====

From: Wheelock, Robert 5. [molilto:Robert .5 Wheeslock@abe.com]

Bent: Thorsday, January 10, 2002 3:06 PM

Te: "Robect.Hicholaslddo.treas. gov’

Subjece: RE: Secretary on FoxMews "Your Werld with Cavuto® at 4:00p

Today

any chance that the Secretary would be available tomorrow =a talk
1] Enran

2] Tarrorcist Financing

1] Econcmy,taxes, budget

I left a message with your office and have a call ints Adam Levins at tha
WH as well.

Thanks

m===={riginal Messaga-----

From: Aosert.Hichols@do.tEreas.gov !mailtﬂ;ﬂabﬂ:t_quhgl;ﬂdg1t:aaa_g&y1
Sent: Tharaday, Jancary 13, 2002 11:33 AaM

Subject: Secretary on FoxNews "Your World with Cavute” at 4:00p Today
Importance: High

BEob Michols

Deputy Assistant Secretary for Public Affalrs
Dapartment of the Treasury

f202) &32-3310

The Sacrecary will appear in an interview o FoxMewsTH "Your World
with Cawuba® at 4:00p today. Topices of dlscussion will be the economy and
terroriat financing.

11
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CHH LATE EDITION WITH WOLF BLITZER
Caulin Powell Discusses Mideast Situatien; Paul 9'Heill Discusses

Tax Cut's Impact on Economy;
"mmerican Terreriet® Authors Discuss McWeligh
Aired June 3, I00FL - 12500

THIS 18 A RUSH TRANSCRIFT. THIS COPY MAY BOT BE IN ITS FINAL PORM RAKD
MAY BE UPDATED.zfp><brs

THIS IS A RUSH TRANSCRIPT. THIS COPY MAY NOT BE IN ITS FINAL FORM
AND MAY BE LUPDATED.<br>

WOLF BLITZER, HOST: It's noon in Washington, 9:00 a.m. in Los Angeles, 7:00 p.m.
in Tel Aviv and midnight in Beijing. Wherever you're watching from around the world,
thanks for joining us for this two-hour LATE EDITION.

we'll get to our interview with Becretary of State Colin Powell
shortly,. but firet, the hour*s top story. We begin We begln in the
Hiddle East, where tensions remain very high fellowing Friday's sulclde
bambing in Tel Aviv thar killed 19 Israelis and lefc doféens more
injured, moatly young people.

HEWSEREAK)

BLITZER: Here in Washington, the White Housa is closely watching
‘the hour-by-hour, very teénse situation in the Hiddle Bast. Seccetarcy
of State Colin Powell canceled a weskend visit te Costa Rica to
persanally monitar the eriais. T spoke with Secretary Powell earl ier

today. =br> zbrs {BEGIN VIDECTAPE}<brs> zhrs

BLITZER: MHr, Secrecary, welcome back te LATE EDITION, and thanks for
joining us.<brs «<brs COLIN POWELL, U.5. SECRETARY OF STATE: Thank
you, Helf, skis sbzrs BLITZER: D[ you believe that the Palestinian
Authoricy. PFresident Yasser Arafat is now committed to a cease-Eire?
<br> <brs POWELL1 It's not ao much what I beliewve, ic's what we

all see. He spoke yedterday In very, very strong terma. He said Ehings
I had not heard him say previcusly. He spoke about the unconditional
ceasaclion of viclence, which is called for by the Mitchell Commitcten
Reporc. He spoke £o his people as well as speaking to the
internacional audience, <hrs <BEs And now we have ssan him cake
agtions with respect to his security forces that are encouraging, and
cthere has been no serioun vislence in the last 12 to 18 haurs. <br=

abrs So, it"e not so mech what we belleve -- and the Israsli'm will
gay this to you very, very guickly. It's not what we believe or read,
ic'e what we gee.<brs <bra And go, what Me. Arafat has to do now,

what 1 encouraged him very strongly to do yesterday, was to show action
gn the ground chat everybody Can see 50 that we can start to get incto a
ceage-fire and cooling-off period again, and then move into tha
confidencs-bullding measures called for by the Mitchell Committee
report, and at the end of a long pericd of time, hopefully not koo
loeng, get back inkto final status negotiaticns. So what is important
now is actlen on the ground, <brs <bra BLITZER: Well,
ppecifically on that actien; do you want him to rearrest some of those
Palestinian prissnsrs who wera let go, allowed to leave prison awver
thete past eight monthes of this so called intifada¥ c<br= cbhr=
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POWELL, It they are individuals who had been arrested for crimes Ehat
they had committed and they have not been brouwght to the bar of
justice, then I think they ought to be rearrested. But I don't know
who they are or what the names are or what charges were agalost thesge
individuals, =brs <bras I do know that the Israsli government la
anxious to ses those who are responsible for such atrocities and
terrariat accions arrested. And they had been arrested at one point, 8o
Mr. Arafat's authorities must have thought they had done semething
wiong. And unless chose charges were resclved one way or anecher, then
it's not clear why EhRey should have been relessad. <hrs <Brs

BLITZER: Lo you belleve that President Arafat Is Iin coptrgol and can
decermine what is going to happen in the West Bank and Gaza? «bca» <bra
FPOWELL: I den't think one can say he ia in contrel of every single
Palesrinian who may wish to perfcrm act of violence, but T think he
does have a considerable degrees of control over Ehe organizatiens
within the Palestinian Authority and crganizaticons not in Falestlnian
Muehority that are under his direct supervision. Even mare than just
control, what he has is the mase powerful wveaice in the Palescinian
world. And ss, he can spesk aur ap an autharity to hia people. <hrs
=brs> Wicth respect to hic pecple, he ic a moral authority as tchey
gee him. And if he speaks to them about ending the viaolence, about
getting on to a4 pew track toward a cease-fire and toward peace and
toward Fiadinrg a way for chess two peoples to live in this one land,
then I cthink he will be meeting the kinds of obligations that I chink
he has urder the Mitchell Committee report, <brs <brs BELITZER: An
you know, the Israeli Prise Minister Ariel Sharen has, at least for the
last 10 days, imposed a unilateral Israell cease-fire. Are you urging
‘the Israell government right now to avold retaliation for che Friday
night suicide blast in Tel AVI¥? «<br= <hras POWELL: I have not
given that direct comment to the Israeli government. The Israell
government and Mr. Sharon, they are well aware of the very, very
delicate, volatile nature of the situation right now after Friday
night"s terrible Eragedy -- those young pecple who juskt loat ctheir
lives just trying co encercain themselves and find a little bit of fun
on a Friday night. «<br» «<bra> He understands how voelacile chis
situatien is. And as we have seen over the last 24 hours, the Tarasli
government is very serious about getting the violence down, amd chey
are responding so far In a matcer befliccing of the delicacy of the
situation, They have not suddenly launched military attacks -- but I'm
gure they are reserving that right o themselves -- and they are taking
non-military acciens at this time. <brs <br: 50, I spoke £o ME.
Shareon in measured and responsible terms yesterday, and I'm sure I'll
opeak Eo him agaln teday amd get his asssssment of the sitcvation. This
is the time for caution, because if this just eurns iato another cycle
af violence back and forth, we are on the edge of a very, very deep
hole, and we don't want to fall into it. <br» <brs BLITZER: wWell,
then why not ask the Israelis specifieally, *Doen'c retaliate, kesp it
calm*T<brs <brs POWELL: I think it is better for me Eo make the
poince I want to make in a mamner befitting the delicacy of this
sitwation. «<brs <hrs BLITZER: Last time the Israeslis did
recaliate, they used U.5.- made F-16 fighters. Is that a problem, in
the U.5.-Israell relationship, when the Israelis use equipment they
purchaged from the United States for these kinds of retaliatory
gtrikesT<brs> «brus POWELL: It does create something of a difficulc
situation, because questions are immediately asked whether or mot these
U.5. weapens are being used in accordance with the conditiosna of sale
and for defsnsive purposss. And then you get inta very inceresting
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digcugslens as to whethar that is the case or not.  And ao i alwaya
causes pc=athing of a problem when those kinds of weapona are used.
cbrs «hrs BLITZER: 5o you haven't specifically asked the Israslies,
den'e use U.5,-made equipment?«<brs «<brs POWELL: We always examine
-- a good deal of their equipment is U.5,.-made. I mean, there's always
that possibiliey <brs <br> And I do take note af che fact that we
have okt seen the use of P-1€8 in some cilme since they were used a
ceuple of weeks ago. hnd T think ic'e better if Chat remains the case
in the future. <brs: zbes BLITZ2ER: Your call for an iemsdiate
cegsation of vielense, a ceage-fires ia to be followed by what you
called & cooling-off period. How long should that coollng-off pericd be
before there's a resumpbion of real negotlatione? =br> <hrs POMWELL:
That bas to ba decided between Lhe Ltwo parties, but it would sess £o B
gome satcer of weeks. And you peed that cooling-off period ae that
both sides can ses the sericusness of the other side. and that wyou can
atart to put In place securlty arrange=ents.«<br> <bz> I have pecple
e cthe ground. The United States has people on bhe ground now --
fmoassador Indyk, Ambassadary Burna, Conaul General Schlicker (phl,
they're all sa the groend, We have other people on the ground, from
different agencies, that are prepared bto convene security officials to
get cegecther and startc to structure this cooling-off peariod, SEFUCTUre
the cease-fire, &% scon As the partlsa are ready to do so, and then
s=art us on a road toward the confidence- building measures. s<br> <brs
We have people on the ground now with ideas with respect to the kinds
of timeline one should adopt, and steps along that timeline, te bring
inco effect these confldence-building measures. And all confidence-
building measures oublinmed in the Mitchell Committes report are on the
table to be determined and to be discussed and to ba decided heow they
will be implemented.«<br» <bra fnd then, at the end of the
canfidence-bullding measurs, we are prepared to help the two cpldes and
athers interssted -- wha have been party to negotiations in the past --
get back together to get serious negotiations going toward final status
ipgues,.<br> «<br= BLITZER: ©On the joinc Israeli-Palestinian
security talke that had been successful over several years, many people
think it wags in large measure successful because the United Stares
played a very direct role, the €IA in particular, including the CIA
director, Oecrge Tenet.<br= <br» Do you want George Tenet now Eo
regums that active CIA participation in these Israeli-Palestinlan
securicy talka?<brs <brs PCWELL: That is an eptisn, and we do have
it upnder copnsideration. George knows a great deal about this, and soc
we'll consider thac.«<br= «<brs Bue it {s not se much who does it, as
to whether the aides are serious., 1 mean, we've had security mestings
Far weaks aaw. I mean, we set in place two levels of security dialogue
becwsen the tws sides. Regreeccahly, uncll now, the two sides have justc
come into the reom and accused each other, and we didn't Set any astion
going. <br> <br> And so, it is mot so much who is in the room, but
are the people coming inte the room serlous about actually putting in
place new security arrangements that will help us separate the two
forcen.«<brs <brs To the extent that George could help with that
process more so than other people, we'll take that into consideration.
cbE> =brs> BLITERR: Are there are plans cight now to send decrge
Tenet back to the region?<brs <br» POWELL: We are always loocking
at what plane you might have, but I'm not prepared right now to say
Geocrge Tenet is on 4 plane heading back to the region this aftermocon.

<br> <brs BLITEZER: But he might be pretty socon. <brs <bra
POWELL: Opne never knows. <brs <brs BLITZER: All right, I°11 take
that as possibly a yes. Dennls Ross, the pant speclal sowey for
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the Middle Eaatc, who worked the eight years of the Clintan
administration, before that he worked in the Bush administcration
ag...sbr> <br> FOWELL: Denanis worked for me. <brs» <brs

BLITZER: <That's righc.<brs <brs Ke thinks that it's time that the
U.5., given the fragile situwvation right now, the potential for major
gicalabticn, for the Bush administration right now to rethink ies
attitude towards these negotiations.«<br> «<brs Liscen to what Dennis
Boss tald ue enly cwer the past day or ss, listen to thie. <brs <brs
(BEGIN VIDED CLIP) <brs <hrs DENNIE RE0DS55, PORMER SPECIAL EVOY TO
THE MIDDLE EAST: We had security representaktives therea on our side. I
think it would be wise for us te ralse the level of those
representatives on cur side, and I think those representatives should
go te those mestings with a kind of responsibiliey to help set the

agenda. <brs> <brx (END VIDED CLIP)<brs <bhrs BLITZIER: Good
advice® «brs «brs POWELL: We have representatives at a4 senlor
level, <br> <brs FOWELL: I have an ambassador, and I have consul
general, and «& have ocher pecple.zbrs <brs BLITZER: But
ambasgador Burns and Ambassador Indyk...zbra sbra POWELL: Let me
finish my conversation. <brs <brs peanis has a different view, I
guess, that he thinks chat these security discuseions requlre a higher-
lewvel person ta be in the room. <brs <brs During the last eight

sonkhs sr the menths before we came into power on the 20th of January,
the highest-level pecple you could imagine in the United States were
working in the room at the highest levels imaginable, and we ended up
with a failed peace process and an Israell government that essentially
lost an e#lection. <brs cbrs The issue right now is securicy. The
problem we hawve had -- and it ism't a function of who la in the room
for security chacs. It'm whether the two sides were at a point in
their relationphip where they were prepared to make those hard calls on
pecurity. «<br» <brs And America coming in and tabling varicus
ideas and positlons, we are more than able co do that, but 1t wasn't
going to be terribly useful if the two sides were not ready to come
into agreement. That's what caused the last administraticn to have
difficulty at end of che day. They created huge expectations as to
what might be possible, and then the two sides were not able Lo come
inte the room and agree to what had besn put on the teble in the Eomm
of the Taba Agreemenkt, as it is called, and the whole procesa

collapsed. <br> <brx We had want te make sure that we will
interven= at & cimes and acr a level when it is appropriate to do 80 and
WEe CAR Bee gomE progress. «<br» <bre I ehink the Bush

adminigtration has handled this well. You have to remsmber that for
the First six weeks of the Bush adminfiscracion, we were watching
transition in the Israeli government: an electicn, the end of cne
adminigtration, and Mr. Sharea taking owver on the 7th or #th &f Harch.
And he took ower on the bagls of "We'rte nob going to start negotiations
until there is security, and I'm not going just accept assurances of
gecurity. I have o see other side end Che viclence."«br= <bo= The
gecurity arcangements don't end the violence. The gecuricy arrangement
ig what happens after political decigions have been made to end the
violence and now you're trying to knit together a structure that will
make sure that remains the case. <hrs <hrs B0 I don't think we've
done anything improperly here. And I don't disagree with Demnis. It's
just that we're oot dedng it guite the same way that he suggests we
ahould do i, But that's why there has been a change of
adminiseraticn. <brs <brs BLITZER: Yeou just came back from trip
to Africa and Europe. You were pretty close to the Middle East. You
could have stopped off and met with the Israelis and the Palestinians.
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Waouwld chac have been a useful purpose?<br» «<br» FOWELL: Ho, there
was nothing to meet abouk. T talk ve them all of the cime. You can't
gimply drop lo every time you are In the region. And you know, there
ig a limic £o how much you can just drop in if the twa sides are nat
ready to have a asrious engagement. <brs <bra In Fack, it ia over-
involivemant on ocvapion. Over-involvement on the part of the mosk
senicr people in gevernment tends to kReep pecple frem making the kinds
of decisiona they have to make, becauss they are always lecking for a
l1ittle better deal, and *The Americans are coming. They'll make iv
happen, ™ or, "The Amerlcans will puc pressure here, the mwericans will
do that.® <hrs> <bhr> Sometimes it's wise to handle things at not
the highest level, everybody dropping in at the drop of a hae, T will
go to the Middle East T will talk te the partiesa concerned in peracn
when chere is scmething that I can bring to the table that is useful
helping to salve the problem and net just chat for the sake of
chateing. I'm abla to talk to them any tims I wich, and I do on a
regular bagsis. «<brx <hrs BLITEER: 1 just want ko cile up one looas
end from the Mitchell repert, forser Senator George Hiltchell's
recommendationg, most of which you accepted. Although, one puance,
there ssesds to ba a problea, the fresze on Israeli ssttlsments,
inoluding the natural growth freesze. what ia the posicien of che
Bush adminiatration? Must the Israelis right now cospletely (reeze
gectiement activity, incluwding the so-called natural grawth
activity?«br> <br= POWELL: Our posicion has besn -- and it
refleces the Taramli poalition -- that there will be no new settlemsnts.
The natural growth fssue is & very, very sensitive one. The Iesraelis
gay, "You knaw, families have children, and chey live in tChat
settlemanc. How can there be no paktural growbh?® The Mibchell
Committes maid that should scep. The Palestinians wank that to ba
srapped. <br> <br> In the deal that Mr, Arafab was unable to
agcept in Jancary, che Taba deal, the secclement issue was to a large
part sclved as a result of that negotiation. He couldn't aceept ie.
<brs «bBr> The Amerlcan poslklon le that we belleve that two sides
have to discuss this expanding-of-existing-sebtlements lasue. But for
everybody to categorically say to Tsraelis at this point that this ia
gimply not anything that can be discuased might have caused a different
sort of response ko Mitchell Cosmittee report. <brs zbrs POWELL:
And so we tried to at least leave this as an issus to be resalved
betwesn the two sides as part of the confidence-building measures
discussien. <bhr: zbra For 20 years, Amerlcan adsinistrations have
always said to the Ieraelis, *These kinde of activities are
provocatcive, and they den't help gekt to us a4 settlement." And so we
really have to find out a way to break through this settlement issue in
& way thart is acceptable to both the Israeli and Palestinian sides.
chre <hr BLITERR: We only have a faw geconds left, but I want to
ask a quick question on Chipa. The EP-3 is about to be returned in
pieces to the United Staces from Haiman Ialand. Will that set the
stage for a visit by Colin Powell to China in the next several wesks,
ar gek the stage for the president's viagit later thls year to
Beijing?«<br» <brs POWELL: My judgment as to whether or not iE's
appropriate for me to wisit China will be driven by a number of lasues,
and not just when the plane comes ocut or if the plane comes gut. <brs
chrs I'm confident che plane will come out. We now have an
arrangsment with the Chinese that will allow the plane to be brought
cut and in a manner that we can hopefully put it back together without
too much difficulty. And we have cur plane back, whieh is what our
objective wam., «<br» «brs BLITZER: Mr. Secretary...«bfs <bra
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POWELL: And 1'1ll make a different -- I*1]l make a loc of judgmente as
to whether or nmot it le apprepriate for me te visitc China in the very
fear furura. I'm locking forward to it, haven't been there in 16
yeara, and I'm looking forward to wisiting at some point in the Futurs
when it's appropriate to vielc.<brs <bra BLITZER: Amnd as far as
the presidenc's vipit, that's still set for later this year?«<brs <br»
POWELL: Tt i still on his calendar, and we haven't had any
digcumsions recently abkoue charnging his calendar. c<hr> chrs

BLITZER: %You hawve a full calendar, a full agenda. «bre <brs

POMWELL: Yes. «<hrs <bras BLITZER: Mr. Secretary -- General Powall,
ft*s hard for me to still call you "Mr. Secretacy," I'll call you *Mrc.
Secretary.® though. Thanke for joining us. «brs <brs POWELL1
#Well, thank you weary =uch, Wolf, <brs <br- (END VIDEQTAFE]<br=
shrs BLITEER: And just ahcad, with PDemocrats expected to take
contrel of the Senate, there's a new guesticn that has come up: WL1L
apcther Republican change sides?<brs «<brs We'll talk about the
impact of the new power shift with two leading senatora, Utah
Bepublican Orrin Hatch and Mevada Democrat Hazry Reid.«<br> «<be>

LATE EDITION continues right after thig.«<brs <bras [COHMERCTAL
BREAK) <br» <bra (BEGIN VIDED CLIP)<brs <hrs SEN. TOM DASCHLE
(D-50), MINCRITY LEADER: We will be providing for 51 place settlngs in
cur caucus, begimning on Tuesday. Flfty-one place esttings is, I
think, ample precedent for the one-vote majority thac we'll expace to
have in all of the committess.<brs <brs (EMD WIDED CLIP)<br= <brs
BLITZER: Ssutrh Dakota Democrat Tom Daschle discussing the Senate
resrganization scheduled for this Wedneaday. Senator Daschle will
assgume the title of U. 5. Senate majority leader.<br= <br» Welcome
back to LATE EDITION. «brs «<hrs Joining us now ta ralk abosur che
change and its impaect of the legislative agenda are two leading members
af rhe Senate, Here in Washington., Utah Republican Senator Orrin
Hazch. As a result of the power ghifc, he'll be the ranking wember of
the Judiciary Commitese. And jofining us frem his home acace of Nevada,
Senator Harry Held. He's the Senace's gecond ranking Democrat and will
aspume the title of majoricy whip.«<br» <brc» Sepnatore, good co have
vou back on LATE EDITION. <bxs <hes I want to get right Eo power
ghife and all of that, but I want Eo begin gquiskly, Senator Hatch, are
vou satisfied with the way the Bush adminlstration has been trying
conduct ite policy between the Israelis and as the Falestinians?<brs
=hrs SEH. ORRIN HATCH (R}, UTAM: I think General Powell, Secretary
of State Powell summed it up pretky well. I think they're dolng their
vary best. It's a sericus ser of probleme that'e gone on for
centuriec, as you know. And I belfieve that he knows that there is a
point where they have to get involved, but both aidea have to be at

that poaine. <brs <brs By heart goss out to these families that
losmc Eheir kids over che weekend. And chere is no guesclon Azafat, in

making that statement, made a good statement, but now it's time £o show
that he means scmething. <br> <br» He let all of those terrorists
go last fall. I think he has to arcest those responsible, and he's got
to put them 1o jail. «br> <br> BLITZER: Senator Reld, ls ic time
for the U.5. to atep up its lnvelvement in the effort to the resums
peace negotiations?<brs <br> SEN., HARRY REID (D}, NEVADA: Wolf,
one thing I've learned is that we have 535 secretaries of state. Ewery
me=bar of Congress thinks chey could do a betbter job than whoever s
secrebary &f stata, <brs <brs I have the philosophy that we kind
of to leave this in the hands of choss that are doing the foreign
policy, Secretary Powell is in on a lot of confidencial information
chat I'm not party te. I have confidence im him. I ehink ke should be
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a good secretary of state. I hope the president gives him full leeway
o do what Secrecary Powell thinks is the best thing.«<brs> <hras 5o
I'm patiufied at thim stage. I know that we need more attenclon there,
but I's geing to leave that atcention o Secretary Powell. <br» «<bra
BLITZER: All right. Let's talk about politice, here in the United
Svates, specifically in the Senate. <brs <brs As both of you know,
the Republican senator from Arizonm, John McCain, has been hosting a
very important wisiter at his ranch in Arizona ever the weekend, the
new Senate Democratic majerity leader Tom Daochle. <brs <brs He
igcued a statement, yesterday, McCain. [ want to read a little excerpt
frem it. Among other things, he said this: *I have not Iinetructed nor
encouraged any of &y advisers to begin planning for a presidential run
in 2004. 1 have not discussed running for president with anyone. hAs I
have said, I have no intentlon running for president, nor do [ have any
intention of, or causs to, leave the Republican Parcy. T hope chia
will put an end to further speculation on the aubject."” <brs =zbrs
Senator Reid, does chat put an end co che possibility that Senator
Herain could bolt and follew in Sesnatosr Jefforda® Footsteps and bBecome
an independent? =brs <brs REID: 1 came to Washington in 1582 with
John Mecain, We served Ln the House together. We wenkt to Sanate
together. So I know John very well. And I koow one thing about John
McCain: As popular as he i in Arizona and all over this country, no
ene should predict what he is going te do. John McCain does what he
feels appropriate. He is an individual who has wvery strong views.

«br» <hrs Eo I'm geing to leave all of the predicting up t2 Jeohn
MoCain. We'll ses what happens te John MeCain, but no one -- 6o ohe --
should predict what he is going to do on any given day. <brs <brs
BLITEER: Are you ready to stop predictlng what John Mcfain might de,
Eenaror Hatch? You know him gquibte well as well. <brs <br= HATCH:
I know him really well, and I predict that John will live up to what he
gaid, anmd that ism thac he is a Republiean. He s going to stay a
Republican, and he will be an effective force in Republican Parcy, as
he has been.c<br> zbrs BLITZER: But you know that on so many
issues, he has lined up with Democrats. T will give a few examples:

on caspaign finamce reform with Russ Peingold. <brs <brs HATCH:
Right.<brs <brs BLITZER: ©On the igsue of gun control, he's now
come out with Senater Joo Licberman to tighten loopholes on gun show
gales. On patients’ bill of rights, he's teamed up with Senacor Ted
¥ennsdy and Senator John Edwards for legislatlon that the president has
vawed Co veto. He opposed the cax cut legislation chat was recently
gnacted and sent to the president. <brs =hrs wouldn'e he fesl more
eomfarcable, perhaps, la the Desocraris Party?<brs <brs HATCH:
Well, vou have named four ipsues cut of the thousands and thousands of
ispues that come befors the Congress, woot which of Joha votes with us

on on. And on those four issues, he has particular reasens why he has

voted in sach of thoee cases and why he has led the fighte in some of
thepe cageg. <br> <brs 8a, wvou koow, I don't have any problem with
thar. We all have cur own way about dolng thisga. I agrees with Harry:
John McCain is going o be John MeCain, And he is golng to have =y
friendship and the friendship of, I think, both sides. <br: <brs

HATCM: And he's going to be as effeccive as he wants to bBa. 1
personally believe thar Johns gelng to continue to bBe a oreat
Republlean, and I expect him to. <brs chrs BLITEZEER: Senator Reid,
you were among the few Demccrats that had those secret meetings with
Senator Jim Jeffords of Vermcont, now the independent, that sat the
stage for his leaving the GOP. «<brs <hes Can you tell us that the
meeting, the vieit that Senator Daschle, your good friend, to Arizona
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to moet with Senacor MoCain this weekend was simply social, Ehat there
ip nothing going on that could lead to another Republican senator
leaving the 9QP? BEEID: Pirvat of all, John McCain has fans all
gvar this country. Milliona of pecple voted for him in the Republican
primary. A lot of Democrats would like to have voted for him. 350 I
think this wisle o Arizona is instructive cnly in that Jehn MeCalnm ia
an individual. =br> «<brs Thias crip ham besn planned for a long
Eima. John Mcfain is &4 &lose, personal friend of Tesm Daschle. They
are pals, so to speak. Bo I don't think that we can read too much into
thie wvislit, other than it just cazmes at thia time when Semator Jeffords,
as a matter of conscience, decided to switch. We'll wait and see what
John HeCain's going to do, but whatever he doed la mot based on this
erip to Arizona by Linda and Tom Daschle. =<brs zbrs BLITZER: But
as you know, Senator Reid, it's not just Tom Daschle who's visiting
Eenator HeCain in Arizoas. 1b's also Bruce Reed, who was the chief
domestic paliey adviser to President Clinton. who'wm now president of
the DLC, che Democratic Leadership Council, a new Demscrat organization
here in Washingten. s=brs <bzs Degen't that simply fuel all this
speculation that something is perhaps going on? <bre <brs REID:
Well, I hope what ir would fuel io that the Republicans now would do
the right thing. Let's get the bill on this campaign Einance aver Eo
the Houpe. You know, it's been held up for menthe. I think we need to
get that done inm the Mouse. We need to have a conference done there.

1 think we nesd to have now, which we are going to have with Daschle as
the leader, we're going to have & Full public debate for the Eirst Eime
on the pathlenca*’ bill of rights. 1 think that's more what John McCain
is talking about, <bre <brs lLec's open up the process, Leb's have
an open dialcgue on some of these issues that are so important to the
American people. And I think if chat's allowed to take place, John
Hecain will be just fine. <brs <hrs I think what he is tired of is
the backroom sniping at him for his being an individual. John McCain
ie who he is, and Tom Daschle or Harry Reid or Orrin Hatch are not
going to change thakt. But I think he needs to understand that Ehere's
not going te be a lot of back- stopping and trying to do thinge te
pravant him from having his voice heard. I think that's what Joha
McCain wants. «<beks> <brs BLITZER: John McZain has been severely
crivietzed, Senator Hatch, by a lok of Republicana bshind the scenss,
and presumably that effects his kind of chinking, wouldn't you

think?<br> <hra HATCH: ®Well, you can only take so much Lrom
people, and frankly I think there has been some unfair criticism of
John. <brs c<brs ¥You know, John's controveraial. He dosa do ooms

things that Republicana disagres with. Campaign finance reform is one
I disagres violencly with him on, but that dogsn't stop us {rem being
frienda. The fact is, I think the bill's o unconstitutional that it's
noe juscifiably passed, and I chisnk in the end thar will be proven to
be true. But I'm glad he's got Tom Daschle out there. IE'11l bBe

gocd for Tom to be cut there in the intermountain West and understand
gome of our needs. I think maybe we'll get more cut of Tom because of

John's good work here this weekend. <br» <brs BLITZER: As Senator
McCain joked, he said maybe he can convincs Senator Daschle te leave
the Demccratic PRarey. <brx <brs (LAUGHTER) «br» <br= HATCH:
wWell, yes. See, ic's about time -- I think Harry -- I think it's more
likely wo'll get Harey.sbes <bra But I'll tell you, Harry, I'm
geing to work en you Harry. chrs «hrs BLITZER: You know, Senator

Hatch, Trent Lott the Republican leader im che Senate issued sort of a
parting shot at Senator Jeffords. He wrote this in a letter that he's
sending out to a lot of Republicans. He said this: =This coup of cne
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puts at peril the agenda that Republicans were given a mandate by the

american people to deliver.® <brs <brs Is it appropriate for Trent
Lotk to be speaking about Senator Jeffords engaged in & coup of one?
<br> <brs HATCH: Well, you know, he may have used different words,

but frankly what he's doing igs rallying the Republicans, saying, “Look,
we're in the minocity mow. We have a different sst of
responsibilities, We've got to live up to thesm, and we'wve got to CIy
and get this sgenda of lower taxes, stronger defenses, betber education,
&t cecera, passed. And 8o, we're golng to have to really get tough and
do what's right.® <brs <brs BLITZER: Senator Reid, with you in
the majority, stacting Wednesday morning, the business day in
Washington, what"s goaing te be the major change? Are you going to be
Erying te shatruct so much of the presidest's remaining agenda, or are
vou willing to compromise with them? «<brs <brs REID: Wolf, I was
wvery disappointed to sees on the front page of the New York Times coday
chis memo that Trent has sent to his Republican colleagues. T don't
think this ia rthe time to be pasping blame and payimg, "The war's going
£o BCArT Dow." <br» «<hra» I personally believe that on Hednesday we
gbtould have an open dialegue. I believe that the president needs us;
we need him. I think we really need to do more chan just kalk abeout
biparcisanship. We have gome isportant issues that we need to complete,

and we're going to do them right away. =br= =<brs HEID: He'ra going
ro complete the education bill quickly. We're golng go on then to the
patients® bill of righta. <hrs <br= And T think ic's time that

Preaident Bush realized that ke doesn't have & mandate. Ke is the
president, and I support him as being the president. But I think iE's
time that we really start being bipartisan. And Senater Daschle and X
are going to da everything within our power to make sure that we are
bipartiaan and try to move legislation cut of the Senate. <br» <brs
BLITZER: GSenator Hateh, you agres with that assessment?<bhrs <bra
HATCH: Well, I wish more Democracs were like Harry Reid. And Harcy
does help move legislacion en the floor, he does bend over backwards
from time to time to make things work between the tws partiss.

Unforcunately, a lot of the others don't.<brs <brs And 1 think -- I
want to compliment Harry. T think Harry has really kried to do a very
good jeb, I know, myself -- in the majorlity, I've gone to Harry ko

gay, look, can‘kt we get this done? And he's worked iE sut, in many
cageg. So If we had more Harry Refds, I think wa'd get a lot more
done., <br> «<bra BLITZER: Only one Harry Reid, and only one Qrrin
Hatch.<br> <brs [LAUGHTER | xbr» <br» BLITZER: I want Eo thank
both of you for jeining us. Senator Eatch, ZSepator Reld, always good
to have you on LATE EDITION.<brs> <bes REID: Orrin, Wolf.
thanks . <br> <bts> BLITZER: Thank you.sbrs =bra And just ahead,
some hmericans will be receivipng a tax rebate this year, but is the
country headed into a recessien? I'll ask U.3. Treasury Sedretary Paul
0'Weill in jusk & mamant. GStay with us. <brs <brs [COMMERCIAL
EREAK) =brs «<bras

BLITZER: For many Amecicans, the check will be in the mail. But as
they look forward to a tax rebate this year, what about the leng- ters
furure of the U.5. esonssy? We'll ask the treasury secretary, Paul
0'Meill, in justc a momenc. GStay with us.«<br> <brs {COMMERCIAL
BREAK] <bE> <brs (BEGIN VIDEO CLIP)<brs <brs DASCHLE: These
projections are no betber than weather reports, and 83 we'rs very
concerned absut the fragile nature of the surplup we have and the
fiscal position that we have coday. «<brs <brs (END VIDEQ CLIFP)<brs
:h[:
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BLITZER: Desmccracic leader Tom Daschle speaking a week ago about the
pconoey's uncertaln future.<brs <brs

Helcoms back. <brs» «<bhrs Earlier today I spome with the U.85.
Treasury Secretary Paul ©'Heill about the tax cut and what he thioks
ita impact will be on the economy. (BEEQIN VIDEOTAPE) «bz>» «<brs

BLITZIER: Mr. Secretary, thank you go much Eor joining us. <brs -brs
1 want to begin right way with the issues & lot of Americans are
anticipating, those tax rebate checks, 5600 for married couples, 5500
for single parents and $300 for individual taxpayeras who pay $6,000 in
federal -- who have income of 56,000 In taxable inco=e. <br> <brs
When specifically will those chacks start arriving? <brs «hras

PRUL ONEILL, DU.5. TREASURY SECRETARY: We're golpng to mail out a
letter to all the eaxpayer#s -- all ehe federal incoma taxpayers on the
12eh of July, and that lecter will tell people whan their check is
coming and how much it*s going to be for. The following week, in Fact
cn the 20ch of July, we*ll send our che firse 11 millicn checks, and
chen each week after that we'll send out ancther 11 million checks. And
we'll fFinish up the last mailimg oa the 18ch day of Sepcember,<brs sbrs
and so, the money's going to be flowing, and we're anxious to get it
cut there to pegple. <br» «<bres

BLITZER: OCne graup here in Washington estimated ehae 34 millien
raxpayers won't be eligible to receive any

O'NEILL: T guess I would pay this: All pecple who paid a federal
income tax in Ehe year 2000 are going 0o get A& rebates. Thare are going
to be some people who didn't file by the 15th of April that are goling
te have a little delay in when they actually get their money.<sbrs <brs
And for people who didn't pay any taxes in the year Z000, they will get
a pefund when they file their 2001 taxes, so there will be acaging in
this. But the great bulk of 100 million people are going to see a
check before the firec of October. <bre <brs

BLITZER: D& yau balisve this will do the job to stimulate the sconoey,
which some have described as stalled chese past several montha? <bzs
abr s

O'NEILL: W®Well, T think this will be. You can't look at this firac
stage of tax relief as though it stands alone, because it doesn't stand
alone. There's a phasse-ln of rate reductions over the next fiwve years
or so. And so this is che boginning of a recurn of pecple’'s money to
tham, which they can count on going forward inte the future. <brs <brs
And I think it 18 clearly crue that, as a result of the rate reductlions
that people are going to get and the other provisions of this tax bill,
we're going to ses a relacively higher level of econcmic performance
than we would hawve had without this tax reform,<brs <br> I ehink
the president has done a fabulous job of staying focused on the target
of, let'c ger this done, let's get it done gquickly. It's a record in
terms of actually being able ko turnm a pelicy prescriptien inke
legiaslative acticn. And the zmoney's golng te flow faster, I thicnk,
than anyone cauld have imagined, excepr maybe for the president and a
few of ug who wero determined that we needed to get this done. <br»
B>

00800000000556



BLITEER: Om these taxes, I just want te tie up Ews enda. Specifically,
yvou sound a liczle bic different coday than you did during your

conf irmat lon hearifngs on the economie etimulue bensfles of theess kinda
of tax cuts.<brs sbr= I want you ko listen to what you said on
January 17, during those confirmation hearings, on the acimulus impact
of what was then envisaged as a §1.6 ctrillion acroes-tho-board tax cut.
Listen to this., <br> <br> ({BEGIN VIDEC CLIP)<br> <br»

G "HEILL: Woild I do it with an expectation that this is scmehow --
provides a broam ecopomy? Ho, 1 would not do it for that reason. cBt»
chbrs (END VIDES CLIP)<brs <bhrs

BLITZER: You still agrées with Ehat assessmeant? <br> <hra

O'NEILL:; Well, HWolf, let's put this into perspective for your viewers.
At the time I was asked the guestion, the assunt of atimulus thac was
going to be provided in the year 2001 was 55 killion., Do I think that
was a huge amount of monoey in the context of a §10 ctrillion economy?
Ho. Do I think that 550 billion is a significant amcunt of money to a
510 erillion eccnomy? Yes, I do. So, I don't think what I've said is
anything but consiskent. <hrs <brs And, you know, 1if people
expectad me to say something I thought was untrue at the time, that 55
billion dollars was a lot of money., I'm not in the business of
diggembling. I tell people the truth whether they like it or not.
zbE> <br=

BLITZER: ©n that issue, though, che stimulus portion cthis year, most
of that coming from the tax rebate, that was really a Democrakic
proposal to have the cax rebates, as opposed ro keeping some of that
money spread out over leong-term lnccme tax reducticns. «<br>» «<br»

GO'HEILL: I think the thing that's really interesting about where we
are is that the president was able to organize a bipartisan majoricy.
25 percent of the senators voted for this legielation. And I°d be
willing to bet you something: There will not be a single member of
Congress that will mend & lektter eo thelr copscltuents saying, "1'm
SoErY You'rs going ko get tax relief." <brs <brs This, I think, i=
evidence that there fs bipartisan support for doing the things the
president believes are principled, that they are right thing for the
American people. And ss I think this is a great victory for the
Amarican pecple because principle s winning. «<brs» <brs

BLITZER: The next chairman of the Senate Budget Committee, Kent
conrad, wrote an edicorial this weoek, this Thursday. in one of his
newspapers in Morth Dakota. He said that the tax cut that has now been
approved and sent to the president, to hia desk; is in his words,
guote, ®"ilrresponaible. Unless we pay down our debt asd akrvengthen
Social Security and Medicare now, our surpluses will turn inte deficits
within the next decade." Do you accept his criticism? <br> <brs

G'HEILL: Ko, I'm sorcy, I really dom't. And I think scon-to-be
Chairman Conrad knows that we have dedicated every dollar of Social
Security and Medicare mopey te come in to pay down the public debt so
that we are honoring the ldea that Social Security and Medicars money
ghould snly be uped for those purposes. <br» «<br» And we can well
afford this tax reduction and cake care of Social Securicy and
Medicare. The Sscial Securicy, Medicare money is what is called locked

00800000000557



wp in the lockbox, and we have another trilllon dollars on top of that.
wBrs HPf= There is plenty of money to do these thirgs and let the
American people have the frultes of their own labor instead of haoling
it into Washington so it can be turned into emore wasteful Washington
programs, <brs <brs

BLITZER: How worried should Rmsricans be right now, Mr. Secretary,
abour a recesslon? =<br> <bra»

O'HEILL: Well, you koow, I'm an gpbtimiot, and I think that most
pmericans are optimistlie. And 8o long as we do Ehe things that we kKnow
from economic histery are right -- scnetary policy that eases and
provides the interest rate that Chalirman Greenspan has provided, flacal
policy that lets peaple ppend thelr own money, and then the American
pesple out there, individually and together, working hard to improve
profuccivity -- our economy is going to be a4 contimuing fabulous
economy. 1t's the envy of the whole world.zbrs <brs And we are
goling to have 3.5 percent real growth rates going forward. We're going
o produce more money that can be sent back to the people than most
peaple cam lmagine. <br= <bra>

BLITZER: 1.5 percent growth rate this year? Is that what you're
pradicting? «bra <bras

D'NEILL: &o, no, no, I didn't say chis year. I said, it is the
natural tendency, I think, of our economy to be able ko geew In the
rate of pomeplace betwess 1 and 4 percent real growth. We've got the
fundamentals in place to achieve that. We have the tachnology. wa have
the snergy and spiric to make these chings happen. We'ts going to be
fine. «<brs <br»

BLITZER: On that necs, I'm gedng to thank you very much, Mr.
Spcracary, for joining us.

O'MEILL: My pleasure. Thanks very such. <brs <hrs= {END
VIDEQOTAPE) «birs <brs

BLITZER: And up nextc, the wait for justice in the Timothy McVelgh
case. How that the Oklahoma City bomber 8 asking for a stay of
execucion, what doesa hie request mean for a fipal resoluticn to che
cage? We'll ask two men who spent hours talking with Mcoveigh, authors

Lou Michel and Ban MHechbeck. LATE EDITION will contimue right
afrer this.<brs <brs {COMMERCIAL BREAK] «br> «<b¥a BLITZIER:
walcome back bo LATE EDITION. <br> <bra This past week, Gklahoma

City bomber Timothy McWVelgh asked his lawyera to seek a stay of hile
scheduled June 11 execution. He made the request after the Justice
Department announced it was turning over more previcusly unreleased
files epslared to McVelgh's case.<brs <br» With us now from Buifalo,
Mew York, to offer some insight into this story are Cwo guests:
Buffalo Mews reporters Dan Herbeck and Louw Michel. They conducted
extensive interviews with Timethy McVeigh. Those interviews were
chronicled in their bosk, the book they co- authored, entbitled,
"American Terrorist: Timothy MeVeigh and the Oklahoma City

Ba=king. "<brs <hrs Centlemen, welcome to LATE EDITION,<brs <brs
and 1 want to begin with yeou, bLou. Is it your sense right now chak
Timothy McVeigh no lenger wants to be executed, wante to fight this
execution as muich as he can? <brx <bra Lo MICHEL, OO-AUTHOR,
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“AMERICAM TERECRIST": Timotbhy McVeigh, at this point -- he was
surprlasd initlally that the federal govermment did come forward,
although he had always professed that they had withheld evidence and
cubmitted tainted evidence, But he wants to see this through to the
and now, He's just as curlous as any other hmerican on how thia ia
going to play out.sbre <brs But ulcimately I do think that he wantm
te die, He does not want to spend the rest of his life in prison.

Buc, Wolf, if per chance that Matach granted a stay and ulbtimately ik
went to a trial, he has confessed fn our beok. But 1 think he would
ses A necessity defense. That's something McVeigh has always wanted co
employ, but never gob the chance under his former defenses council.

s> <hbrs BLITZER: Dan, the attorney for Timothy McVeigh, Robart
Nigh, emerged £rom the federal prison in Terre Haute, Indiana, Thureday
worning after their two-hour meeting, and he made chis satatement on
HeVeigh'e Behalf. 1 want you to listen to what Rob High said in Terre
Haute. Listen to this. <hrs <brs {BESIN VIDED CLIPl<brs <brs
ROBERT NIGH, HCVEIGH DEFENSE ATTORNEY: Mr. MeVeigh has asked us to say
that he understands and recognizes the impact chat his deciegion may
have upen his family, the victima in the Oklahoma City bombing case,
the community of Tercre Haute and others. His decision ino oo way atams
from a degire to cause Chese pecple any additional pain or crauma.

<brs <hrs [(END VIDED CLIP) «brs» <brws BLITZER: In all of che
houra of Incerviewa that you had wich Mcveigh, he never s¢emed to
express any resorse. Is he expressing remorse right new e A& cerktain
degree threugh his accorney? <brs zbrs MICHEL: Well, I don't koo
if ramaras I8 the right word, but I don't think that ke wants ko
torture pecple ln Oklahoma City or anywhere else any leonger with this
thing, <brs <brs But at the pa=e tims, he really wants to put all
the miscanes of the federal goveroment cight back in their face, and I
think chac's something he really wante to do. His only true sworn
enemy Lo the U.S. goverpment. The other pecple, as he put ik in our
book, were collateral damage. The cne he really wants to babtle wieh
i@ Ehe U.3. goveroment. «<br» <brs BLITZER: On chac fsaue of
collateral damage, Lou, in your book American Terrorist, you write
this. Queting Timothy McVeigh based on one of the incerviews you did
with him, he says this: ~I didn't define the rules of engagement In
ehim cenflict. The rules, if not writben down, are defined by the
aggressor. It was brutal, no helds barzed. Women and kids were kKilled
at Waco and Ruby Ridge. You put back in the government's faces exactly
what they're giving out."<brs <bra In effect, what he's doing is
juseifying what he's called collateral damage, the 168 pecple, the 19
chlidren, who were killed io that daycare center in the Murrah Fedesral
0Ffice Bullding in Oklahoma Clty. How could anyone deal with a man

iike this? <brs <brs HICHEL: ‘Well, McValgh mees himself as -- I
koow some, many will disagree -- a stacesman and a policical acciviac
in an extresme that most of us would never dream of.<br> <brs But he

goes back to the fact that he tore & page out of foreign policy, U.S.
foreign policy, when we Ely over to Bosnia of o Irag and drop bomba or
send Tomahawk =missiles off of Mavy warships. He was daing the Bams
thirg. He called the Murrah Bullding a legibimate carget. «<br» «brs
Ia the game breath he cays, *I have nmothing agaimst the people of
oklahoma City,* though certainly chey disagres. But he feels that his
target was che federal government and any fedaral building wauld have
made a legitimate target. He calls them command-and-control centers.
cbrs <hbrs BLITZER: Dan, you spent a lot of btime with Timothy
Hevelgh, talking to him. <brs <bra BLITZER: He grew up In wesbterm
Hew York, just as I did, where both of you are living right now, in
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Buffalo, or just cutside of Buffale. <brs <brs What made him anap?
¥What convinced him to begin this warfare, 1f you will, against the U.5.
governmert? «<brs sbr= RAN HERBECK, CO-AUTHOR. "AMERICAH TERRORIST"™:
Well, 1 wish T had an easy answer to that guestion, Walf. But I think
that the real changes in his life cthac really put him ocwver the sdge
took place in the army and ismediately after his army service, bacause
in the army, he learned -- and I am not blaming the bombing on the army
--but he learned chat killing can be used to accomplish a goal.

find then after being in the army. he got more and more ingrained ifn the
gun culture, and he Fele thae the U.5. government was treatcing gun
ctneras unfairly. <brs <brs And then, I think, Lif you want to Eind
any real turning polnt, it would be the day that he saw the Waco siege
on televigion in Terry Michols' living room -- Jamés Hichols' living
room, and stood there and watched the Waco compound burnimg. 1 chink
if there was any cne turnlng poinc, Meveigh has told us that was 1t.
«brs <hrs BLITZER: Let's take a quick caller from Georgia. Pleage
ge ahead with your gquestion.<br» <bras CRLLER: Thank you, Wolf.<br»
i Da yeu think that the death penalty deters crime? And do you
think that MeVeigh ouwght to be executed June 11, or do you support che
delay? «<br» <brs BLITZER: What about that, Lou? <br> <brs

MICHEL: I don't think that the death penalty doea deter crime. I think
police chisfa, police cosmipaicners, law snforcement, judiciary who
have been gqueried over the years, have found no change in the death
penalty. In fact, in some states where they have the death psnalty,
particularly down Scuth, you have a higher surder rate. <br» <hrs

8o I think capital punishment sendes & subtle msssage of pushing
violencse further and further in our soclety. We are o enmeshed in iE,
from our entertainment to the way we live. «br» <brs BLITZER:

Dan, we only have a few seconds left, but there has been some
speculation in resent days, freésh speculatieon, about a John Doe number
ewo. Do you belisve that MeVelgh la poesibly concealing evidence, is
trying to protect someone ¢lse who may have been involved in this
conspiracy? <br> <brs HERBECK: T really don't, Wolf. And if
anyone wants to Eind out more about it -- and I don't mean this as an
ad for our book -- but read the book. And it lays out step by step
what was done to assemble this bomb and deliver thia bomb.<brs <brs
Then after reading the book, I would ask pecple to apk themselves LE
there was John Dog number two, if there were all of thess other ao-
called conspirators, what were thelr jobs? HWhat was there for them Lo
do? ¥ou'll you see in the story that there really wasn't any need for

ocher peopie. «<br» <brs And if there were acther John Does, what
have they been daing for the laset alx years? It just dossn't make
gense. <brs <bre BLITZER: All right. ©Omn that note,

wnforcunately, we have to leave fb. Lou Michel and Dan Herbeck, I want
to thank both of you for joining us on LATE EDITION. <br» <brs

MICHEL: Thanks, Wolf. HERBECE: Thanks you.<brs <brs BLITEER:
Thank yeu, and we have to take a guick break. «<brs <bEs Far our
incernational viewers, World Hews is naxt. <brz <brs For our Morth

amarican audience, stay with ua Eor the second hour of LATE EDITION,
We'll have & coaversacion about the fight agalnet cancer, How close
are we to oa cure? <br= <hrs Plus, cur LATE EDITION roundeable and
Brice Marron's "Lagst Word.® It's all ahead in the pext hour of LATE
EDITION. <br» <hrx (COMMERCIAL BRERK)c<brs c<bra BLITZER: Thia
i the second hour of LATE EDITION, the last word in Sunday talk.<br»
<Bhr= [(BEIIN VIDES CLIP)«br» «<brs FRESIDENT GEORGE W. BUSH: I
hope. I believe and I pray that we are on the verge of great victories
agalnet cancer,<br» «brm» [END VIDED CLIP]<brs <brs BLITEER:
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The capital hosts & race for the curs. How close are we to beacing
cancer? We'll get perspective from Breast Cancer Foundationm founder
Wancy Brinker, Dr. Steve Rosenberg of the Hablonal Cancer Inshitute,
and cancer activist Michael Milken.<brs <brs Plus our LATE EDITION
roundtable: Szeve Robertse, Susan Fage and David Brooks.sbBis <brs

And Bruce Morton has the *Last Word® on the president's fiscal
fatrytale.<br> «<br» Welcome back., We'll got to our discussion
about cancer and the poasibilicy of a cure in just a moment, but first,
let's go to Donna Kelley in Atlanta for a check on the hour's top
pcories. <brs «<BEs (NEWSBREAX] cbr> <brs BLITZIER: Wa Burn Aew
ko the fight to cure cancer, Joining us, three gueste: Nancy Brinker
is the founder of che Susan G. Komen Breast Cancer Foundation and Race
for the Cure, The foundation is named in honor of her sister, who died
of che diseage. Dr. Steve Rosenberg is chisf of surgery at the
Kational Cancer Inmgcituce. And joining us from Los Angeles is
philanchropist and cancer activist Michasl Milken.<brs <brs Thanks
to all of you for joining ue on LATE EDITION.<brs <brs And, Br.
Rosenberg, I want to begin with you. The war on cancer, how winnable
is 17 <brs =brs DR. STEVE ROSENBERZ, HKATIONAL CAKCER INSTITUTE:
It's important to keep the problem of cancer in perspective. We can
teday cure about half of all people who develop the disease by the
application of conventional treatments such as surgery, radiacion
therapy and chemotherapy.«<br> <Brs And so, in many ways, cancer Is
a very curable diseasme. The problem is, the incidence is so high. over
1,200,000 cases in the United 5tates each year, that the half of pecple
chat cannot be cured amount te alscst 600,000 deaths. «<brs «<bes

Eut we're leéarning a great deal about the sciencific basis of cancer,
its cause, how it progresses, how 1t apreads through the body. And Ehe
pore we understand, the more likely we are to develop good raticnal
creacments. And I think we're seeing substantial preogress based on
this scientifie explosion of information. «bre <brs BLITZER:

Well, one of the dramatic developments that's been widely reported bBhe
lant Few weeks ig this pill, Gleevec, that deals specifically wich a
rare Eoem of leukemia that ssemsa To have this incredible suecess rate.
1t goes after aaly the bad cells. It doeen't go after cthe good cells
1ike chemotherapy and radiation doces. How encouraged should we be by
thiz development?<brs zbrs ROSENBERG: It's a wonderful example
that concerns hew increased scientific understanding can lead Eo a new
treatment. This disesss, whieh is uncommon, acute myeloid leukemia, is
the resule &f ews chromosomes that break and join together in a wvery
unigue way. And in jolning together they form a moleculs that can be
the target of attack. And a small-molecule drug has been developed
that =an attack that new Eoleculs ehar axists only in patients wWith
thie digease and only In the bad cells. «brs cbr= and mo it'm an
example of how, the =ore we understand scientifically, the more likely
we are to develop effective treatments. And se I think it bodes well
for the future. «<br> <br: BLITZER: To £t ehe sanee in the
community, among the sxperts -- and you're one of them -- that thie
breakthrough in this rare form of leukemia, with this pill, could be
used in other forme of cancerT=br= <hr= ROSENBERG: This drug
itself will enly be effective in patfients with this cne unigque kind of
leukemia and some other rare diseases,..<br> <brs> BLITZIER: Bwt Che
concept?<br> <brs ROSENBERG: But the concept is what's critical.
And that im, if we understand the molecular basis of the cause of
cancer and its progression, we can develop rational therapies to combat
the dissase. &nd T think it bodes very well for the application of this
seientific information co patients with cancer.<brs <brs ALITZER:
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Kancy, in 2000, according to the American Cancer Society, 182,800 women
were diagnosed with breast cancer. %You organized this incredible event
yesterday, this Race for the Cure, and you've been involved in this for
a long time. <brs> <br» How close do you think the community is to
resclving this issue of breast cancer? «br» «bra HANCY BRINKER,
5USAW . EDMEN BEREAST CANCER FOUNDRTION: Wolf, I think we're getting
cioger, and I just want to build on what Dr. Rogsenberg said. =br> <brs
The fact is, today we have over 400 compourds in the pipeline ready £o
be delivered to the patisnt. Twenty years ago maybe we had a 100. The
translational research piece of this is going co be extracrdinarily
imporcant all the way down the liner overcoming disincentives Eor
pacients to access care, payment issues, integrating science and
knowledge, making sure that we have enough physicians all the way down
the pipeline -- pathologists, nurses -- so wo really can translate cha
gare from the lab to cthe bedside. <br= <br> That'e when we're
going ko gee incredible progress, becauss many of these drugs and
eompounds are tailor-made. And as they become more affeccive, our
technologies are going to have to move through cthe aystem faster --
faster FDA approval, all of chose lasuss. <br> <br» BLITEZER: But
you've seen gome dramatic developments over the past few years. Are
vou cprimistic that there can be a cure for breast cancer within, let's
gay, our lifetime? «<brs <brs BRINKER: T am extracrdimarily
optimiseie that within the next few years we will have a real
management process for this disease, that it will becoms, in essence,
more chroais. We at the Komen Foundation urnderstand this is probably
golng to be built on stages rather than using the word “cure" right
away. «hrs <bts The fact is, if we can learn how Lo prevent the
dispase, treat it in kte earliest stage, give pecple more quallty of
life through guality of cars, people will live longer with it. And
then, hence, maybe some day we will have a cure soon. <brs =bzrs>
BLITZER: Michael Milken in Los Angeles, I know you‘ve been very active
in dealing with prostate cancer. Breast cancer primarily affects, not
exclusively, but primarily affeces women; prostate cancer, of course,

mer. <brFs =brs Give us your sense where we are right now in the
battle against prostate cancer. s<brs <brs MICHAEL MILKEW, CANCER
SURVIVOR: Well, we've made a lot of progress, Welf.c<brs <brs And I

want to say hi te Mancy and Steve, we've known each other a long time.
This is actually my 29th year of supporting breast cancer. I'm kind of
& new arrival, only eight vears in prostate cancer. <brs <brs But
1 think the mas: telling thing would be thar 70,000 less Amerlean =en
have died in the lase sighr years from prostate cancer than was
originally projected -- 70,000. That's the sams number of people that
gaw che Super Bowl in Tampa this year. And so we have had a lot of
progress ., cbrs «hrs Like breast cancer, there has been & growth,
maybe B0 to 100 different things for men with advanced prostate cancer,
that are in eliniecal trials, and that's probably up from zerc 10 years
ago. So there's been significant pregress.<brs <bra But Wolf, for
many of us we got introduced to you in the Gulf War 10 years ago. That
wWaE & 561 billion effort that carried over eight months, involwved 30
naticns and more than a half millien pecple. That's more than has been
inveg=sd in che war on cancer in the last 30 years. So it takes
capiral. It takes human capital like Dr. Rosenberg, and it takes
commitment im technoleqgy. «<bre <bra All those thlnga are available
today, and we at CAPCARE, the Aspociation For the Cure of Prostate
Cancer, are looking forward to going out of business in 2003. And
hopefully by that time we®ll have prostate cancer under contrel ., sbra
<brs> BLITZER: And Michael Milken, 1 know that when & man ins

00800000000562



diagnogsed with prostate cancer the two treatmente chat are generally
available now are sither the radiation treatment or surgery. <bg> <bra
What is your sense, i3 ic opn & case-by-case basis? Or arse thess both
equally appropriate in your epinlen? <br. <br= MILEEN: Well,
there's many forms of radlation therapy. and it s improved
dramatically over the last eight yeara. I had radiation therapy myaelf
back in 1353, arnd it is far better today than sven when I had it. =brs>
<br> Surgery is very effective when it's confined o your prostate.
But there are cther things. There are soms men with very low-grade
prostate cancer, confined, who are just undergoing nutrition and stress
therapy today with some very interssting results. <brs ches

BLITEER: All right, we're golng to take a guick break. <brs <brs

We have a lot sore Eo talk about fncluding your phone calls. Stay with
ue.sbr> sbhrs {BEQIK VIDEQ CLIP)sbrs <brs GECRGE W. BUSH,
PRESIDENT OF THE UNITED STATES: For the first time in human history,
we =an say with some reasure of confidenee thar che wAr on cancer ia
winnable. cbrs <brs [END VIDEQ CLIP)<br: <brs BLITZER:

President Bush speaking on Friday at the Whice House gathering of
parcicipants in Saturday's Race Eor the Cure. He pledged more Eederal
support for brease cancer ressarch.<bre <brs Heleame back ko LATE
EDITION. We're contiouing our discuselon about cancer with Supan 3.
Fomen Breast Cancer Foundation founder Wancy Brinker; Dr. Steve
Resenberg of the Hacional Cancer Institute; and cancer activisk amd
philanthropiat, Michaerl HMilken.<brs <hrs Or. Rosenberg, here are a
couple of numbers: 1.2 mlllion new cancer cases were dlagnosed in
2000, according to the American Cancer Society. And it's estimated,
442,000 people will die of cancer this year -- about 1,500 people a
‘day. Those numbers are staggering.<brs <brs ROSENBERG: Tt'sm a
devascacing problem. One in every three Americans now allwe will
develop an invasive cancer at some Cime duripg their life. And unless
we find betcer waym to creat the dissase, ona in every six Amaricana
now alive will die of cancer.<br» «bhrc» BLITZER! What mhould
someane do? He or she goss to the doctor, and the doctor says, "You
have cancer," and you get scared immediately. But what is the
immediate adviece thar you should give these people who are diagnosed
with pome form of cancer?<bre <brs ROSEWBERG: Well. tha
devastating impact of a cancer diagnosis is, of course, real. But it's
important for pecple to reallze chat 1f they receive the appropriate
care, they have about a 50 percent chance of being cured by modern
rreatmente tha: exier today. So 4 diagneels of cancer le st a deach
sentence at all. Half the people can be cured and live out their
normal l1ife apang., <brs <bra The greatest advice I could give to
gemecne, of course, is to not smoke cigarettes; 100,000 of thoce

520,000 deaths that will sesur this year are complately preventabls Lf
we could only convince people to stop smoking., Lung cancer now sxcoods

breast cancer as a cancer killer of women. Lung cancer in women was
almogt unheard of B0 vears ago. But because of thie relentlees
campaign e convince women to emoke, it's now become the greatest
cancer Killer of women -- a totally preventable disease.<br» «br=
BLITZER: And as far as smoking and breast cancer, there's a link
there, oo, right?<brs <brs BRINKER: T think there's a link
pecween smokimg and everything. =brs ebrs But the real lasue,
another issue, Wolf, which you gort of alluded to la, we have spent --
Ehough, a8 Michasl and I agree, wa haven't spent encugh money in this
country in this fight agains: cancer -- but also, scme people don't
even believe that we've made the progreas we have.<br» «<bra And we
have to do a better job of communicating what is in the elinie today.
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what pesple can do about diagnosing your disease sarlier, ligtening to
the messages that we tell them, and then making it easier for them to
access care when they finally ger to creacmentc.<br= <brs Thess
igsu=s are huge and will make, I believe, the discernible differance
pecween liwing with cancer and living a lenger 1lfe with it If we
gxecuca Chem properly.«<br» «<brs BLITZER: Very guickly to you,
Michagl Milken -- I koow you want to jump in, But Lf semebody is
diagnosed with prostrate cancer, what advice do you have immediately?
What ie che first thing that they should do?«brs <hrs MILKEN: I
think they ought to make sure they eee a good urologist and an expert
in the area rather than their local doctor. You know, 1've been very
acrive in putrition and what that can do. And I think they should have
a positive atelitude pince chere are go many thinga capable for them ta
do eoday.<brs <brs However, I want to come back to ons guick polat
hore: There 15 enormous progress and hope chat's been made. The
public awarsness, particularly, of crganizations such as CHH, has
dramatically changed the public's visw of =ancer. <hr> <brs It was
less than five or six years ago when you hardly ever saw this in a
public arena. FProstrate cancer alone, we've gone from maybe 2,000
stories to 18,000 storiem a year. <brs <hrs And I think ir's this
awareness -=- but we need himan capital, sclentiffie capabilivies,
cooparation. We still oaly have 3 to 5 percent of adults in clinical
trials versus maybe 75 percent for children.«brs <br= ga there is a
gignificant difference today in what we can de. We just need to get
participacien. &nd I think that requires cooperation of patients, for-
profic, nonprofit. And it's chie cooperation that's allowed us o
actually win waré, whather it's World War II, dulf war and others, and
te guccessful. And we have the cechnolagy today to do i, and let's
get on with fc.<br> <brs BLITZER: We bhave a lot of viewers wha
want to agsk the three of you guestions. Let's take a caller, first of
all, from Illincis. «<brs <brs Fleage go ahead with your
guestion.<br> <br> CALLER: Hi, Wolf, I'm 13 years old. And I was
wondering what kind of cancer education programs there are for bislegy
gzudents such ag myself.«br> <brx BLITZER: &1l right, let's ask
Tr. Rosenberg.«brs «<bBTs HOSENBEREG: The Naticnal Cancer Insticute
has many booklets and programs that are avallable. There ls a pumber
that the people can call -- 1-800-4CAHCER -- that is sponscored by the
Hational Cancer Institute that will supply, nat aaly pacients with
cancer, but their families, with informatcicn about a whole varlety of
topics related to cancer. And so that is certainly one way to do

lt.«br> <hbr= BLITZER: I know, though, Nancy, there was & lat &f
commotlen when Suranne Somers went on Larry King a faw weoks ago.<bes
<bE> BLITZER: And she was diagnosed with breast cancer. And then

ghe then ca=se up and defended an alternative approach, net the standard
traditlional appreash. 1 want you to listen to what she sald on Larey

King Live.<brs <brs {BEGIN VIDEOQ CLIP)«<br> «brx BUZANNE SOMERS,
ACTRESS: We'ra all laaking for all the alternatives. You know, I
gtraddle the fence batween Western, Eastern and holistic medicine.

And, if T can heal first with Eascern and holistic, I'd rather go thers
than take chemicals. I'm very antichemical. That's what my books are
about . <Brs <bBes (END VIDED CLIF)<br= <brs BLITEZER: HNow, Ehe
ecould sbvicusly influsnce a lot of people out there. Is that wise,
what she's saying, to try some altermatives befare you go with the
recommended procedures? <br» «<br» BERINEER: I don't want B& comment
on anyone's treatment. T mean, what she's decided, we each have a free
choice to make ofi that issue. And I agres with Michael, there are scme
camvencional people looking at complemencary medicines, and there
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already are some dats which are somewhat convincimg. «<brs <brs But
T would say that I still think and believe, as a breast cancer survivor
myoelf, and as somgone who's lost someone very dear to me, that the
besk route really is still eo undarstand, look ac the literature, take
a long laask at ik,zbrx <brs Patients today have a bebter chance
chan ever of being advocates for their own care. You know, check with
the Hational Cancer Inetitute, do all the research in the world you
want Ea da. But lt"w still a comblnatian of some wvery, wvery good
canventional therapy. «brx <brs And, 1f you want Eo try esoma, maks
sure whatever you do doesn't conflict with the therapy you're having.
That 16 the real problem we get fnto.<br: <brs BLITZEER: Dr.
Bossnbera?<brs «<bra ROSENEERS: OCood medicine is based on evidence.
And certalnly in breast cancer there is wonderful ewvidence that
eanventlonal chemotherapy can prevent the recurrence of breast cancer,
following initial treatment of a primary disease, that it can prolong
1ife even after the disease has spread.<br= «<brx And se, although
wet' 1l take any treatment thar works, whather ic's called complementary
ar conventlenal, certainly people should use treabments that have been
proven to be effective. And certalnly many of the conventicnal
treacments in breast cancer have been gshown to be wery effective. <br»
<brs BLITZER: Michas]l Milken, wou knew that there are a lot of
people locking for that magic pill out there, that bullet to deal with
chelr cancer, but that's obvicusly very, very unrealistic.<br> <brs
MILEEN: wWell, ! have exploved, myself, both what we might call
aleernacive -- Indian, Chinege -- medicine, ag wall as traditional
Western medicire. And I believe some day there will be that pill.chbrs

chEs But being a cancer patient takes courage, It takes courage to
undergo the treatmento,. And it's not always an easy course, and mamy
people don't have that courage. <bes <bEs The promise is that, as

Dr. Rosenberg has sald, many of these things are totally succesaful
today. And when we see people like Scotrt Hamilvon, who had testicular
cancer, Lance Rrmstrong. who had cancer spread throughout his entire
body, they are living symbols of the commitment of Weatern, modsrn
medicine and its advancss. And I Ehink this is what the future holds,
if we bave che commitment. <brs <brs But I think a combination of
boath the best that Western medicine has to offer and alternative
medicine -- and many of these medicines are 5,000 years old. They'rs
not just started laskt wesk. <brs <brs BLITZER: BAll right. «<br=»
whrs We're goirg to take ancther guick break, but we still a let
more to talk abouk, includisg your phone calls for Mancy Brinker, Dr.
Steve Rosenberg and Michael Milken.<brs <brs LATE EDITION will be
right back. zbrs «hrx {COMMERCIAL BREAK) <brs <brs BLITZER:
Welcome back. We're continuing our discussion about cancer with Susan
J. Komen Breast Cancer Foundation foundesr Nancy Brinker, Dr. Scewve
rogenberg of the Hational Capcer Institubte, and cancer activisc and
philanthrepist Michasl Milken.<brs <brs We have another caller from
Hew Jersey. Please go ahead with vour question.<bre <bre QUESTION:
Yes, hi. I'd like to address it to Mr. Milken, Mike. I'm undergoing
right now under chemo, I°'m a cancer patient. And I can‘t tell you how
devastating this is losing your hair and eveérything else. But is there
anything I can do to fight this crazy disease? <br» <br» MILEEN:

I think there's a lor of things you can do, and cne of the things you
can do is participate in your own breatmeat. <brs <brs But I chink
the sther thing is to look at this pericd of time where you're losing
your hair -- I've leat my hair a long time ago -- a8 a short period af
time in your life. And you're looking forward to that period of time
in life when you're healthy, you're spending time with your children
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and your grandchildren and esjoying what you want to do. But you're
making that decisien. <br> <brs He have a lot of geapls chat have
gone to boot camp in our country's history to becoss betbter soldiers
and defend our country and defend democracy, who dida't like that boot
camp experience either. 3ut they made them better men, better women.
sbr> <bre And so, this Ls just a pericd of time that you havae to
make a comuitment. ARd as we all know, semecimea life is not easy, but
it's a commitment you're making to living for you and your family.

<hr= cbrs Some day we all hope that we take a little pill or gat a
little shoto 1ike a polio vaccine, and I think that's what all three of
us on this show are Eocused on. «<br> <brs That the American people

50 years age, more than 70 percent of them thought we'd have a cure for
cancer by the year 2000. Very few of them thought we'd have a man or &
woman step on the moon by the year 2000. W%Well, both of those things
proved to be inaccurate. And I think it's partly & fact that we have
not invested encugh money ar made ie a high encugh natiomal priority or
brought the human resources.<brs «<brs It wasn't that long age,
Eteve, you remember we were sitebing in a table maybe 15 years ago, and
you were talking about, did you have enough money to rent a Winnebage
Eo take your thres girls on vacation. And I think we've gok E9 create
opportunities for our best scientists to work in the field of cancer

reacarch, «<brs <brs BLITEER: Dr. Rosenberg, is encugh money being
funneled towards this preblem right now, or should the U.5. SOVErASEAT
come up with a lot more? <brs <brs ROSENMBERE: We have today, I

belisws, remarkable opportunitiss. The public ofcen hears about cures
that they here in the media. But in fact the problems of cancer are
enormously complex, and one requires an enormous scientific base of
information if we'rs going to solve the problems. «<brs <brs W
have avalilable today good ideas, new technologies, but the funding of
grants to do research ia quite low, and a good deal of good work la not
being funded, And so, there's npo doubt in my mind that more Funding
will result in more progress and bring us closer to the successful
treatmant of many more patients with cancer. «bra cbra BLITZER:
Mancy, you've raised a lot of money for breast cancer research. Is
mopey still & preblem, or there is encugh money right now? <brs <brs
BRINMKER: Money is always & prablem. And, you know, I think that Sceve
paken a great polnt, that even with the amounts of monsy we Traise at
rhe Komen Foundation -- we've ralsed ever 5400 million since we began -
- we can still only fund the top 25 percent of grants thar we recelve.
find the Blrterswest day is in all ehose grants aerive in the office,
and we know that somewhere serendipltously maybe in thar stack of
grants is samething we desperately need but don't have the funding ro

go below that level, <br> <brs BLITZER: All right. <brs> <br»
MILKEM: WolEf, I thiak sven goss Earther than Ehat. OJur beaac

scientists are spending sometimes 50 percent to two-thirds of their
time trying to raise money.«<brs <bra RRINKER: Right.<brs <br>
MILKEH: We'd sure racher have them working in the laboratorles trying
to find the selucien to the problems than krying te figure oukt how ko
ger money. +<brs «brs onae of che heada of one of the major cancar
centers in America, a pumber of years ago, less than 10, when he sald
he wanted co work in the field of prostate cancer reoearch, he wap told
chat that was career sulecide because there was no money to work in that
Field. Well, I'm happy that is not the cage today. <br> <brs But
we have co give a promise to our best and brightest thar if they choose
to work in the field of cancer, and make available the techrologlies
that are available today to them, that chere will be funds for them,
for their careers, fer their families, and to condust thelr ressarch.
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zhr> =br» BLITZER: All right, Michagl Hilken, unfortunately we
hawe =2 leave it right there, HWe could o on and on but we don't have
che cime, <br> <brs Michael Milken in Los Angeles, thank you very
much. «<br= <brs Or. Steve BRosenbery, always a pleasuce to see you
hers, <br» «<br» Hancy Brinker, you're getting ready to be
confirmed as the next U.5. ambassador ta Hungary. Good luck overseas
once you get thet confirmation. Thanksa.<brs <brs And thanks for
all your excellent good work to all of you.<br> <brs BRIMKER:
Thank you, Welf.:brs zbrs BLITZER: And just ahead, did President
Bush score any points on energy and the envircnment with his visit te
california? We'll go 'round the tcable cn that and much more with
Roberts, Page and Brocks, <brs <brs LATE EDITION will be righe
Back., <hbr= <brs (COMMERCIAL BREAR) «brs> <brs BLITZER: Time now
for cur LATE EDITION roundcable. Joining me, Susan Fage, Washington
bureauy chief for USA Today; Steve Hoberts, contributing editor for U.5.
Hews and Werld Repert; and David Brooks, senior writer for the Weekly

Brandard. <br> <brx Thanks Eor joining use.<bBEs =bEf> Steve, the
HoCain-Paschle gek together this weekend in Arizona, what's your take?
chrs «<brs STEVE ROBERTS, CHN COMMENTATOR: #Well, I chink clearly

John MeCain loves all che accention we're giving him, He's gong arcund
gaying, "Moo, #mo, oo, I'm really not leaving the Hepublican Party,” and
I dor't think he is contesmplating leaving the Republican party. =<br»
ebes But I do you think he is intending to work more closely with
Democrats on certain specific igsues. Already done this on caspaign
financing, HMY referm, certain gun control matters.<br» <bras Tiou
know, and Trent LoOtE says, "We're going to war, and we're golpg to" --
it's like he's not listening. He tried te bully Jim Jeffords. Look
where it got him, He's trying to bully John MeCain, and I don't think
it's going to work. «bras <brs I think McCain's got a lot of
leverage, he's going to work with Democrats. I think he's going to
stay in the Republican Party, but he's gaing to be a pain in the neck
for Trent Lett and for Geocrge Bush. BLITZER: You know, we heard
Senator Hatch, David, =say thae, yes, MeCaln agrees with the Demosrats
on & whole host =f issues, but on many, many more he agrees with the
Republicans. Is that accurate? <brs <brs DAVID BROOKS, CHH
COMMERTATOR: That ip true. <brs <brs BLITZER: He dees? <br: <brs
BROCKS: Yes. I me=an, he's conservative an aborcion. He's
gongervative an budget issues, way more conservative than Georgo Bush.
He's conpervacive on defense, way more congecvatlive than Bush, wanks Eo
spends a lot more money.sbre= <brs There are two issues here.
There's the one that is the MeCaln issue, and chen thers's the third-
party issue. MccCain, I know for a fact, was upset yesterday when The
Washington Fost headlined a stery that he was considering leaving the
party. He generally does not want bo leave bthe party. He dossn’t
think he's going to run for president. He thinks he's going to be too
old in three yeara. WHe thinks Push ia going to be running again. <brs
b fBut =hen there*s the cthizd-pazty issue. The Republican Party
mas moved a little to the right. The Demecratic Party, I think, has
moved way to the left. There is yoom there for a third party. 1 don't
think MeCain will leawe fr. But I chink ic's possible that we cculd
gee something over the next couple of years if the Bush presidency goss
down the tubes,. <brs <brs BLITZEER: Should the Republicans be atc
all nervous about the possibility that John McCain could follow im Jim
Jeffords' foctsteps and, at a minimum, become an independent?<brs <brs
SUSAM PAOE, CHN COMMENTATOR: Hell, one ching to remember 18 that it
wouldn't have the kind of cataclyemic effect that Jeffords did, because
the Senate's already been tipped to Democratie coemtrol.<bre <brs
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