Donovan, Maﬂ
———

— —
From: Donovan, Meg
Sent: Friday, May 25, 2001 8:26 AM
To: Donovan, Meg
Subject: Enran

Power Trader Tied to Bush Finds Washington All Ears

By LOWELL BERGMAN and JEFF GERTH

Curtis Hébert Jr., Washington's top electricity regulator, said he had barely settled into his new job this year
when he had an unseitling telephone conversation with Kenneth L. Lay, the head of the nation's largest
electricity rader, the Enron Corporation.

Mr. Hébert, chairman of the Federal Energy Regulatory Commission, said that Mr. Lay, a close friend of
President Bush's, offered him a deal: If he changed his views on electricity deregulation, Enron would continue
to support him in his new job,

Mr. Hébert (pronounced A- bear) recalled that Mr. Lay prodded him o back a national push for retail
compelition in the energy business and a faster pace in opening up access to the electricity transmission grid to
companies like Enron.

Mr. Hébert said he refused the offer. "1 was offended,” he recalled, though he said he knew of Mr. Lay's
influence in Washington and thought the refusal could put his job in jeopardy.

Asked about the conversation, Mr, Lay praised Mr. Hébert, but recalled it differently. "1 remember him
requesting” Enron's support at the White House, he said of Mr. Hebert. Mr, Lay said he had "very possibly"
discussed issues relating to the commission's authority over access to the grid.

As to Mr. Hébert's job, Mr., Lay said he told the chairman that "the final decision on this was going to be the
president's, certainly not ours."

Though the accounts of the discussion differ, that it took place at all illustrates Enron's considerable influcnce in
Washington, especially at the commission, the agency authorized o ensure fair prices in the nation’s wholesale
electricity and natural gas markets, Enron's main business.

Mr. Lay has been one of Mr. Bush's largest campaign contributors, and no other energy company gave more
maoney to Republican causes last year than Enron,

And it appears that Mr, Hébert may soon be replaced as the commission’s chairman, according to Vice
President Dick Cheney, the Bush administration's point man on energy policy.

Mr. Lay has weighed in on candidates for other commission posts, supplying President Bush's chief personnel
adviser with a list of preferred candidates. One Florida utility regulator who hoped for but did not receive an
appointment &5 & commissioner said he had been "interviewed" by Mr. Lay.

Mr. Lay also had access to the team wriling the White House's energy report, which embraces several initiatives
and 155ues dear o Enron,

The report's recommendations include finding ways to give the federal government mare power aver clectricity
transmiss<ion networks, a longtime goal of the company that was spelled out in & memorandum Mr. Lay
discussed during a 30-minute meeting carlier this spning with Mr. Cheney.
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Mr. Cheney's report includes much of what Mr. Lay advocated during their meeting, documents show. Both
men deny discussing commission personnel issues during their talk. But Mr. Lay had an unusual opportunity o
make his case about candidates in writing and in person to Mr. Bush's personnel adviser, Clay Johnson, And
when Mr. Bush picked nominees to fill two vacant Republican slots on the five- member commission, they both
had the backing of Enron, as well as other companies.

Mr. Lay is not shy about voicing his opinion or flexing his political muscle. He has transformed the Houston-
based Enron from a sleepy natural-gas company into a $100 billion energy giant with global reach, trading
electricity in all comers of the world and owning a multibillion- dollar power project in India. He has also led
the push to deregulate the nation's eleciricity markets.

Senior Bush administration officials said they welcomed Mr. Lay's input but did not always embrace it:
President Bush backed away from curbing carbon-dioxide emissions, an effort supported by Enron, which had
looked 1o trade emission rights as part of its energy business.

"WwWe'll make decisions hased on what we think makes sound puh]'ig_. P;}[in}"" Mr. I:'_."i'_lel'll::.l' said in an interview,
not what "Enron thinks.”

The Bush-Lay bond traces back to Mr. Bush's father and involves a personal and philosophical aflinity.
Moreaver, Enron and its executives gave $2.4 million to federal candidates in the last election, more than any
other energy company. While some of that went to Democrats, 72 percent went Lo Republicans, according to an
analysis of election records by the Center for Responsive Politics, a nonprofit group.

*He's for a lot of things we're for,” said Mr. Johnson.

But when it came to deciding on nominees for the commission, Mr. Johnson said that Mr. Lay's views were nod
that crucial. The two most important advisers, he said, were Andrew Lundquist, the director of Mr. Cheney's
energy task force, and Pat Wood 3rd, the head of the Texas public utility commission.

As governor, Mr. Bush named Mr. Wood to the utility commission. This year, when the White House filled the
two Republican slots on the federal agency, Mr. Wood was the first choice, Mr. Johnson said.

Consumer advocates and business executives praise Mr. Wood. But Mr. Lay also had a role in promaoting him.
Shortly after Mr. Bush was elected povernor in 1994, Mr. Lay sent him a letter endorsing Mr. Wood as the
"hest qualified” person for the Texas commission.

In all, there are five seats on the commission, two held by Republicans, two by Democrats and one held by a
chairman who serves at the pleasure of the president. Mr. Hébert, who became a commissioner in 1997, was
named chairman by Mr. Bush in January.

The Federal Energy Regulatory Commission's mandate to ensure fair prices in wholesale electricity and natural
gas markets makes it crueial to sellers like Enron as well as consumers.

The movement toward deregulation sometimes leaves the commission caught in a tug of war: power marketers
like Enron are trying to break into markets and grids controlled by old-line utilities, which operate under state
regulation, The commission’s chairman has considerable latitude in setting its agenda.

As part of its oversight of the wholesale electricity markets, the commission ordered several companies to
refund what it considered excessively high prices this year in Califomia. One lesser offender named in the
commission’s public filings - $3.2 million, of a total of $125 million - was an Enron subsidiary n Oregon.

Enron owns few generating assets, bul buys and sells electricity in the market. Many of those transactions
resemble the complicated risk-shifting techniques used by Wall Strect for linancial instruments.

Mr. Hébert, after he became chairman, initiated an examination into the effects those techniques have on the
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electricity markets. "One of our problems is that we do not have the expertise Lo truly unravel the complex
arbitrage activities of a company like Enron,” he said, adding, "we're trying to do it now, and we may have
some resulis soon,”

Williatm L. Massey, one of the agency’s two Democratic commissioners, said he supported the inguiry but had
not been aware of it - an indication of the chairman's ability to set the commission's agenda.

Finally, the commission is trying to speed the pace of electricity deregulation by opening up the nation's
wransmission grid, much of which is owned by privately owned wtilities that enjoy retail monopolies. Some
Enron officials say the commission has been moving too slowly to open the grid. They atiribute some of the
problem to utilities. But they also fault Mr. Hébert.

*Hébert still has undeserved confidence in some of the vertically integrated companies coming to the table and
dealing openly” with transmission access issucs, said Richard 5. Shapiro, an Enron senior vice president,

The utilitics, however, maintain that they provide cheap and reliable service for their customers. Washington
lobbyists for one Southern utility said that Enron was really interested in focusing on the utility's hig-husiness
clients, which under state regulation pay higher rates than residential customers.

Since 1996, about half the states have moved to open their retail markets to competition, and the commission
has begun to make it easier for outsiders to use the nation’s transmission grid. But the promse of cheaper rates
has been largely unfulfilled. So the push for more deregulation, in which Enron has been a leader, has slowed,
especially when California's flawed program led to skyrocketing rates and chaotic markets.

Mr. Hébert is a free-market conservative who favors deregulation but also recognizes the importance of state's
rights. A former Mississippi regulator, he is a protégé of Trent Lott, the Senate Republican leader from
Mississippi. Mr. Hébert said Mr. Lott was instrumental in his nomination to the commission in 1997 by
President Clinton.

President Bush elevated Mr. Hébert to chairman on Inauguration Day, & move Mr. Lay said he told the White
House he supported.

Mr. Joknson, the White House personnel chief, said that Mr. Lott and Mr. Hébert had both been told that Mr,
Hébert could remain chairman at least until the administration’s nominees - Mr, Wood and Nora Brownell, a
Pennsylvania utility regulator - are confirmed by the full Senate, The Senale cnergy commities voted earlier this
week to approve the two nominees, after a hearing last week indicated strong support.

It is widely expected that President Bush will name Mr. Wood to replace Mr. Hébert as chairman after the
Senale acls.

In an interview for a forthcoming episode of "Frontline,” the PBS series, Mr. Cheney suggested as much. "Pat
Wood's got o be the new chairman of the F.E.R.C., and he'll have to address™ various problems in the
electricity markets, he said.

Mr. Hiébert said that no one had told him he was being replaced. If someone else is pamed chairman, Mr. Hébert
can remain a commissioner until the end of his term, which expires in 2004,

It was a few weeks afler President Bush made him chairman that Mr. Hébert said he spoke by telephone with
Mr. Lay.

Mr, Lay told him that "he and Enron would like to support me as chairman, but we would have to agree on
principles” involving the commission's role in expanding electnieity competition, Mr. Hébert said of the
canversation.

A senior commission official who was in Mr. Hébert's office during the conversation said Mr. Hébert rebuffed
Mr. Lay's offer of a quid pro quo. The official said that he heard Mr. Hébert's side of the conversation and then,
3
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after the call ended, learned the rest from him.

Mr. Hébert said that he, too, backed competition but did not think the commission had the legal authority to tell
stales what to do in this area. Concerning the issue of opening transmission access through the creation of
regional networks, Mr. Hebert supports a voluntary process while Enron seeks a faster and more compulsory
sysiom.

Mr. Lay said that while he might have discussed issues relating to the commission's authority conceming access
to the grid, "there was never any intent” to link that or any other issuc to Mr. Hebert's job status.

The commission is a quasijudicial ageney, so decision-makers like Mr. Hébert must avoid privale discussions
about specific matters pending before the commission. Mr. Hébert and Mr. Lay both said that line was not
crossed, but Mr, Hébert said he had never had such a blunt talk with an energy-industry executive.

Me. Lay added that his few recent conversations with Mr, Hébert were nothing special. "We had a lot of access
during the Clinton administration,” he said.

And he said that while making political contributions "probably helps" 1o gain access to an official, he made
them "because I'm supporting candidates I strongly believe in."

Last June, Enron exccutives were asked to make voluntary donations to the company's political action
committes, The solicitation letter noted that the company faced a range of governmental issues, including
electricity deregulation.

This vear, some people who sought but did not get nominations to the commission said that Mr. Lay and Enron
had had a role in the process.

One was Joe Garcia, a former Florida wtilities regulator and prominent Cuban-American activist. He said he had
been "interviewed” by a few Enron officials, including Mr. Lay, who he said had not been as "forceful or
insistent” as the other Enron officials.

But in their conversation, Mr. Garcia said, Mr, Lay made clear that he would be visiting the White House,
adding that "everyone knew of his relationship and his importance.”

Mr. Johnson, the White House personnel chief, could not cite another company besides Enron that sent him a
list of preferred candidates for the commission, but he remembered hearing the views of Tom Kuhn, who heads
the utility industry trade group, the Edison Electric Institute. Mr. Kuhn was a classmate of Mr. Johnson and Mr.
Bush at Yale,

As for his conversation with Mr. Garcia, Mr, Lay said he was comfortable with his candidacy but "I'm not sure
what [ teld him about my friends at the White House "
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Frem: Textor, Katy F. [Katy F Texto .cam)
Sent: Friday, January 18, 2002 10:35 Al
Ta: ‘michela davi Areas gov’
Subject: Eneon article

Eotp: S, aydal Lynews . com 2002 -0L-18/Hews _and Yiews/Beyond the City/a-13862

C_aap

vese Tried to Ai1d Earan

ey role Lr India dedl row

By TIMOTRY J. BUORGER

Caily Mews Washington Burasu

WASHINGTON

€. .. OLT Chj., .o

ize Bresident Cheney tried te help Encom ocllect a $64 million debt from a
giant energy proiset in India, government documents obtained by the Daily
Haws show.

"Good mews 15 bthat the veep mentioned Enron in Di& meeting with [IndZien
grosaltion leader] Sonia Ganchi yestecdaw, " a4 Mational Secudrity Council aide
wrate in a Juna 2B e-mall.
Twn cohar e-mails indicate chat Preafdent Buah wasg to Dring the aubdect up
#ith Indian Frime Minister Atal Biharl ¥ajpayes, but the ldea was scrapped
rgfore they met,

do. . OLE_Ond. ., = €, OLE ki, . =

Oizk Chernely
Trn= gdacumentcs are the latest indication that thers wWere cantacts bhebwesn the
Aush administration and Epres o izspes directly selated Co the campany's
guginess. The Waite House maintalns Enron enlocyed no apeclal favera fram che
Write Hovse or Cheney.

Treasury Secratapy Pacl ©'Meill and Commerce Secretary Donald Evans have
conceded that taay spoke with Enron chief Kenneth Lay last £all about the
energy giant's impending failwre, but they insist they refused to help.

The new docurencs, obtaiced under the Freedom of Information Act, indicate
Chansy took & key role in pushing the Maharashtra State Electricity Hoard to
nake good on the huge debt claimed by Eneon for 2 powsr plant it built ic
Fabhal, I-dza.

Chanay spokezweman Mary Matalin denied yesterday that Enren officlals
porodded Chneney T raise the issue with Gandhi, widow of 2lain Prine Minlster
Hatlv Gardbi and daughter-in=law of asssgalnated Prime Minlster Indira
Ganchi.

“This is not sur iasue," Matalin sald. "It was in the briefing papers, sc he
askad the gquestbon. The vice president didn't remember that topic at all. I
csked him directly.”
White House and other top afficials were interested in the Dabhel projsct
partly becsuse the taxpayer-backed Overseaa Frivate Invealmsant Corp.
srovidad insurance against losaes resulting from pelitical prokblems in
india, Cvarseas could face exposube as high as 5300 millieon.
Tha 231 billion Osbhol profect was started in 1932 and built anig political
wrangling kn India that ineluded allegations of bribery. The plant
aventually was cempletad, but 1t has never been used. It inwolved at least
i imcernational finance ipstitutions, including Owverseas, and Enzon's
partners included 3eneral Electric and the Bechtel Corp.

Tho =-mabls Indicate the State and Treasury depsrtments also were desply
irvalvead in making Enron's case,

The righest-lzvel contact they verify was Theney's June I7 meeting with
Gandhi, president of the cpposition Congress Pazty.

Stmer s-malls indicate Lay was expected ir Washington arowund bhat bime, but
Lhey @0 ool say whebher he was in contact with Cheney's office,

Lay = whem Bush u=ed to call “Kenny Bey" - has given more Than S0, 000 Lo
suppert hush's pelithical carsec.

HaTzlin said Lay and CTheney never discusses the Indian deb:t or Enron’s
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financial ecasaalclon.

he documanbs ontainsd by The Hews showed that the Hational S=curiey Council

had given the Dverseas Privabe Inwvestment Carpg. high hopes that Bush would

Faise the izsue Wwith Vajpayes in a Hov. 9 meating.

The anvestment corporabicon had ssnt the Whike Housge "talking points on

fianbcl pregsered for the Fresident's meebing with Prime Minlster Yajpaysee,”

acoording =s 3 Hovw, 1 e-mail.

Bur & HMew., B e-mail, whose sender and reciplent are blacked oub, warned,

"Presidert Zush rannot talk abowut Dabhol.®

Hhite Houss aconomis adviser Lawrease Lindsey, wha was previcusly paid
ED,C00 a year as an Enren edvissr, alss "was advised that he could nas

disec@e Dabhol, ™

Hational sscurity adviser Condelsezza Rice, however, wad atill expected ko
raigs the igsue - bub did not, ancther e-mahl says.

- "
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Davis, Michele

Fram: FPeter Roff [PRofigupi.com
Sent:  Trursday, Jenuary 17, 2002 12:29 PM
Subject: Bush group trackesd Enron

Bush group tracked Enron

By Nichalas M, Horrock

LIE| Chief White House Corresponden
Fublisned 111820002 45 P

WASHINGTON, Jan. 16 [LIFI} - The While House disclesed Wednesday thal @ group of President Bush's
sconamic advisers monitored Enron Gorp.'s financial stabus from mid-October last year to see if the collapse o
the energy giant might adversely dissupl supplies of ralunal gas of harm the sconamy

“Trigir monitoring was begun in mid-Cctober and cantinued for a number of weeks as Enron’s inancial situation
sharply detenorated,” according to a White House statement released Wednasday aftermoon. At no time did they
s any situation that could disrupt energy supplies for families or harm the national ecanomy.”

The White Howse said the judgment of this group -- including Bueh economic adwisers Larry Lindsey and Glann
Hubbard — “was cormect; éven as Enfon eventually collapsed, these specific problems Jid not matesialize "

The Whie Haouse has heen peppered by questions from Congress and the media about wha in the Bush
administration recavad privale pleas from Enron officials. The While House has said thal no aclion was taken io
oail out or berelit Enran a3 a resuit of those calls and that the study by the economic advisers was begun on
media reports and not a5 a resull of Enron effars

The While Howss said the Securnities and Exchange Commission, chaired by Harvey Pitt, a former securities
lewyer who had represeniid Ennon's auditing firm Arthar Andersen LLP befare the SEC, moved expedifiously
alang with the Dapartmeani of Labor to try bo protect employess and invesiors as the company collapsed.

“The administration acted o prolect people's pensions and analyre whether broader markels should be affected
Thae government did exaclly what the government should do,” the statement said.

The While House has ignored suggestions that Pitt should step aside becausa his connection 1o Andersen might
be a conflict of nterest.

feanwhile, Califomia Rep, Henry &, Waxman, the ranking Democral on he House Committes on Government
Raharm, rataased a latber he forwarded o Vice President Dick Cheney on Wednesday charging that Bush's

Mabonal Energy Policy recommendations may hava baen influenced by Enran.

Waxman said an analysis prepared by his staff showed “that numerous policies in the White House energy plan
are virtually identizal io the positions Enron adwocated” and the "range of energy palicies” in the plan that "would

help Enron 5 encrmaous.”

On Jan. 3, Cheney's office forwarded a lelier 1o Wasman confirming that Cheney had met with Enron Chairman
Kenneth Lay privately on Aprl 17, 2001, and Enron execufives met with Cheney's energy plan staff on five other
cocasions inclugding Oct. 10, a faw days bafore Enron disclosed previously unpublished deot,

"This creales the unfortunate appearance that a large confribwlor received special access and obtained
exfraordinarily favorable resulis in the White House anergy plan,” Waxman's letter said

A spokeswoman for Vice Prasident Chenay called Waxman's letter *partisan, elaction year manewverng.” and
restaled whal the viee prasident has said in e past weeks: There was no discussion of Enron's financial straijts
with nedhver Cheney nos his staff.

O1/18/2002

Q0800000000156



Fage 2 of 2

l_'_".F:ll'h"r. o 2002 Uphed Press Inlemational

O/ 1820002

Q0800000000157



Davis, Micheia

Fram: Press_Oficeffinance-rep senale.gov
Sent: Thursday, January 17, 2002 5:28 PM
T Jill_Gerber@ifinance-rep senate. ooy
Subject: tex shelter legeslstion

For Immediat= Releage
Thursday, Jan. 17, Z00Z

Grassley: Earan Hews Undsrsoorss Meed for Tax Shelter lLegiszlation

WASHINGTON - Sen. Chuck Grassley, rarnking member of the Committes on
Finanoe, Todsy sald revelastions that Enron might have used tax-haven
siebeidlaries to avoid taxes and hide its financial debis underscore the need for
=ax ghelrer _egislationm.

Tar several months, Grzassley has been the lead Republican in a bipartisan
effort to draft legislation that would help the Internal Bevenue Service
ldentify tax shelbers and polize the illegal wse of these wehiclea. He and his
ralleagues hawe not yet introduced their bill.

Grassley zaid he Lz part of a Fineace {oomittes effort to review whether
Enror used certaln Cax wenlicles Chat might have masked the company's financial
canditlion.

"It was a shook to read that Encon may have used nearly 00 tax-haven
sabsidiaries to awsid tades and hide its finanoial debts," Grassley aald. "We
nesd to tnow moce aboout Enran's acstivitis=s in these haven countrles, but even
with what we Know right now, this is one more example of why Congress should act
o zax sheleer legislacicon., This legislation would fares dizelosure of tax
ahalters ac that the IRE can better police them. We alas need ta fully assess
the role that eofishore tax havens may play in faciliftating tax ahslters. I'm a

tax cutter, but if there's one thing 1 can't stand, it's & tax cheakt, Whan one
person ar campany fails t3 pay their share of taxss, it falls on everybody els=
tn pizk uwp the slack. 39 you can be sure that ['Ll pursua this 1ssue when

Congrass comes pack in gasgion.”™
Graseley aleo ke preparing legislation that would tighten up protecticne for
retirement plan parcicipants in llghe of Enron's collapse. Xe hopes ko

inkcaduees a8 Bill in the nedt feW weaks.

- 30
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Eaﬂﬁ. Michele

B K L . e
From: Press_ Officei@finance-rep. senate,
Sont: honday, January 14, 2002 5:16
Ta: Jill_Gerber@finance-rep senale qoy

Subject: Enran, retirement plan rules

For Immediate B=lpase
Monday, <an. 14, 2002

Grass.ey Explores Hew Protections £or Retirsment Flan Participants

AAZHINGTOM = Zen. Chuck Grassley, ranking member of the CommitRes on
Finance, is pursuing whether Congress should tighten up protectlons for
recirsment plan partlcip&nts in 1ight &f Enron's collapss.

"Milliens of Americans hawve hundredsz of Billions of dollars inwvested im
employer-sponsored retivemant plans,® Grassley sald. "These plans recelwvea
favored treatment wnder ths federal tax code., The Commitktes on Finance has the
primary responsibilicy, under its jurisdiction, for making sure cetirement plans
conply with the tex code and other laws, Cur committee 2lss has the
respongibilicy ko Fix any weaknesses that might leave retirement plan
participancs in trouble Lf their employer gees under,

Grassley aald the details of the Enren retirement plans are still
Ipzthoomling,  HAowevaer, he sald, scme ateas already &re emsrcging as targets for
soruziny., ftpecific areas Grassley 1s looking inteo arpe:

Campany stock. Under current rules, a company can restrict a petirement
plan participant from 8elling the match received in company stock threugh an
emplovee atack ownership plan.  (Enron empleoyees' company stock matches were
restricied.) Grassley is researching whather employess should be aole to change
this inwvestment cholce pricr to an arblbrary age.

Handated purchases of company stock, Current law allsws a plan sponsor to
conpel emplayees to purchass up to 10 percent of employer ateck a2 a candition

of participating Im a 401(k] plan. Grassley sald he thinka thls =ule should ke
glominat=d.

Fiduciaksy riales, These =hles enswvre that companias p[uperly inwest and
handls retiresant plan money, insluding spending the money for the exclusive
benefit af Ehelr EmplﬂyEEE. Betirement plans are tax-fawvored wvehiclaes,
authorized under tha Internal Revenue Jode. Grassley =zald he wants ta learn
whethar Enran sificials wiclated thelr fiduclary duties and in general, whether
Congrass should change the exizting rules.

Blapk-outs. A ®black-aout" or "lockdown®™ ooours when a planm 13 ahot dewn
for a pericd of time Eo allow, for emanpls, change te ancther plan
afdministrator. EBnron had such a "blagk-cut," though the lenagth of time is=
disputed. Grassley said he wants to get the facts on thls event because it may
moincide with Ehe decline in the company's stock valua,

Mamdated diversificarion of =tosk:s in retiremenk plans. Some laqislatlﬂn
fag been introduced That mandabes employess hold no more than & certaln
percentage of arock in thelr 401k} plan. Diversification in one part of the
plan shoula indicate that all investments should be mandated. Grassley said he
nas an open nind, but Ehinks mandates are not desirable nor particularly
feagible.

Gragsley sald h= is pursuing these ldeass with experts from outsids groups
arad aqennjes such as the Tresasury Department, the Labor Department and the
Fenaion Benefit Guarankty Corporation.

"The tax code smiles on retiremert plars, for good reascon," Grassley said.
"Tax bredks esnoourage eaployers to set up retirement plans and employees tao taks
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rt im those plans. If employers find it easy to break the rules, than
rgress has to re-write the rule pook. Otherwise, enployses counking an &
cure ratirement might be left cut in cold.”

in additicn to the raztirement plan track, Grasslev szid he is part af an
gficrt to look into whether Enron wsed cercalin tax wehicles that might nave
masked the company's fimancial condition.
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Davis, Michele

From:
Sent;
T
Suiject:
shoar Enrc
¥ 15 1
TETI4E

Glenn Kesslar [Kes

Frickany, Janua
Michela.Davi
Emran

~ial

=

11, 20

washpost,corm]

11:26 Al

do.treas. gov

lls, wWe

AIe GQoLng

a

Ly regaeating an irnterview with the Secretary today bto talk
1 and those phone ca
znss= Latera8t in azklng hlim some

follow-up story today and

follow-up guestionsg.
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Davis, Michele

From: Cuddy, Matt (NBC, CNBC ithewsr CuddyEinbe. com)

Sent: Thursdey, January 10, 2 12:43 PM

To: ‘Wichele, Davis@do treas gov'

Subject: Enron Comntacts

Hichele,

Bri *ust =aid we needed to ask Treasury if we wanted to know the date of Mr.

G'Meill's contactsfconversations W/ Me. Lay of Enron.  Can wou get ua thas
Aate? Ari mad n= wasn't sure of the axact data.

hanks - matt

Matt Cuddy

CHBC Washington

EQ2T ITE=T4UD

cause e-mail can be alrered electronloally,
g integrity of this communlcablon cannot be guarantesd.
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Davis, Michale

Fram: Jonathan. Micholsoni@reuters.com
Sent: Thursday, Jamuary 10, 2002 2:15 PM
Ta: Michele Davisi@do.ireas.gay

Subject: Enron's Lay Call

The editors at the Heuters bPuress ase insisting [ a=k for the times on the Qot. 28
a=urd 11 rom Hanm Lay. If times E£rom call logs are nock immediately availabls,
JelUld Lt bz possible be glve & Acrce genercal tise [early morning, mid-afternoon, ete.)17?
With Enron re-stating earaingse Chat morning, the guestion is whether that same up if the
gdle was rocelived befare The restatement. Sorry Ior The hasale and thanks....

gir our Internet £its at httpr S we. TauTars. com
Any viliews expressed in this message ace those of the individual
dar axogpt where tHis sapder specifically states them to be

aws nf [Aeuwt=r=s Ltd.

Q0800000000273



Nichols, Robert

Firam: WE Palitics Daily (@letters washingtonpost com
Senk: Friday, January 18, 2002 358 PM

T robert nichols freas gov

Subject: OnPostics Daily Repor
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Friclay, January 18, 2002

CNEOnTs Hluence teached Laan

Nrpieters.wasiningonpost.com/YOREHOG148102DAC339TT>
There's been no indication that the Bush administration's ties to the cnce-giant company are illegal,
but the shear volumea of Enron connections to the executive branch offers a study in the long reach of
a powerful campaign contributor
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Thirsday, Janeary 17, 2002

Hart Buiiding Stays Shut -- ~or Now_

“httpifiletiers washingtonpost.com/YORHOB14F455DAC 33977

Plans to reopen the Hart Senate Cffice Building, which has been closed for three months due to
anthrax, were put on hold Thursday after further delays.
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Nichols, Robert

From: Tha Mevw Yook Times Direct [mytdirecti@nytimes. com]

Sent: Tugsday, January 15, 2002 L ﬁdﬁhﬂ

Tor rotpest nlchm@dn.mEﬁw

Subject: Today's Headlings from MY Temes com Tuesday, January 15, 2002

=httpfwww. nytimes.com/RealMedia/adsiclick_|x.ads/email nytimes, comftodaysheadlines/tmi/9413/
Fosition1/th-mbnac/mbna_giff> Custamize This E-Mail <htip:fwww. nytimes_com/email=

<hitp ferww . nytimes. comdemail=

Custormize This E-Mail <http:/'www_nytimes. com/email=

Jannary 15, 2002

CHUCNTE OF THT Drah
"You are wictims not only of your awn actions but of the system which emphoyedyon ™
- s il F o A ;. L . - b I3 ¥ H ’

formier Mew Jersey siate ieoopers in o case that started a racial profiling detane.

SATEON Al

) -
The move has prompied accusations that the doctors are abandaning lower-income paticnis 10 cater 1o the wealthy,

2 (T i [ o

il b ing fur 1o L wesiation L LS k2, ol 1ELLNDEINE AL i
A former priest in Boston has been accused by moce than 130 people of sexually molesting boys for aver 30 years.

Adveriissment =hipegraphicsd nyimes. com/images email advertisement 2, gif-

SHOW YOUR AMERICAN PRIDE - FREE T-5HIRT OFFER!
Celebrate the histary and tradition of the United States of Amenca. Apply loday for the MBMNA Stars and Stripes Visa(R)
credit card and qualify to recehve a frga Amasnican Prida T-shirt Simply click on button for further details and to apply today!

<http:/fwww. nytimes com/RealMedia/ads/click_|x.ads/email nytimes_comitodaysheadlines/himl/13
857 Position2fth-mbnac/mbnathida1. 15 ktmili=

INTERMATIONAL

=hitpsl / 1A i ' "

M Ll |
Adter the haad of o miliin affilinsed with Yasiv Arafat's Fatah faction was killed on Monday, Palestmian gunmen killed an Ismeli
wabdier
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1AM Being Hebd in Pakistan as Pard of Terrer Crackdown

<hilpefiwww nylimescom/ 20020011 Sintermntionalasia/ | 35T AN himlTtodaysheadliness-

A :_~I|'-arl of & widening erackdown on extremists ordered by the president, Pakistan has desained 1430 people and sealed 790 officss of
imlitan groups.

- - . E : . .

- -
With :\I‘glwrlisran's interiny government unable to pay its workers, the United MNations made an imgassioned plea For nations to
mcrense their financial donations.

BN ESS

Enron's Chawmun Beccived Warning About Accounting <http:/www, nytimes com/ 2002011 5 politics/ | SENRO hom 12
i =

An Enson executive told the company’s chairman m Auguss that improger accounting threatened to bring down the company.,

Congressional investgators said,

A lawwer For Enrem said dhat Kenneth L. Lay used his company stock to repay a loan sometime bast vear, an indication that Mr, Lay
hid shed more of his heldings than had previously been disclosed. .

A mternational ruling is cons
of dollars in higher taxes,

MORE BUSIMESS MEWS <hopo

FECHMOL MY
New Side g F R ition Techuolopy: 1d |[_| Vi

e 1 ] c g MR A S B Y S 4 A o Tl 118 FRRN [TRHE 5
Since Sepl 11, discussion of the disputed echnology of face rcq?nllim has focused an is potential for idemifving terrorists. But
g lish palice want to use the sefiware te scarch for missing children.

fodayshemilings=
Falm incroduced kits chat lelg software developers create prograsms ofilizing Bluetoodh, an emerging technclogy For wirelessly
comnecling digital devices .-

EAlisrt

An Enren executive 1okd the company's chaimman in August that improper accounting threatened fo bring down the company,
Congressional investigaters said.

Bursh 1 B Momitored in Wake of Fainfine Epfsode <hitp- . o AL politics 1 5F A TN himl®

The White House physician said that he would monitor President Bush for a few days.

The El.lih adiminkstration said the changes would reduce unnecessary paperaork,
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[ Tampa Bay Buccaneers fired Coach Tony Dungy. Ball Parcells has been widely mentioned as a replacement but savs "nothing is
nnmninent.”

1'-: ith 14 :;l:mudh Teft and the score Lied, Mels center Tu-dl:l Hal.'l. ulloch rna-d: the t:l-:u:h :hm‘ was the Jr.-r} i his u:ams: win nw.r the S
Anbonin Spers

Placido Diimgs's Lindoark Four-C10 sen of the mpll:l: Werdi arins 1'-:|r1-:nl:|r5 5 tar mere than a fear.

. ¥ &

A Cloyd Over Sundauce, but U Partics Go On <hipwww, nytimes.con’ i
"There’s & fature which i predictable,™ Thas kemnel of reflection from the documentary "I]'trnd:t surmarizes the Fare at the Xkh
annutl Bundance Film Fesgival

CHE LY

By PALIL
Thve Bush adminsoratson Fears, and the press suspects, that the latest reve lations in the Enron afTair will reise the lid on crongy
capitalism, American style.

IEy HAHNE] TR HUHIH

The elimination of the Talibam regime masde possible the esteblishment of a new administration, bt at the price of empowering some
carropt and brutal figures,
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[ L5k e Lo pe
By DAVID CALLAHAN
The emerging story of Enren's collapse is about an abuse of corpesate power,

MORE OP-ED HEWS <hnpeSwwwonyiimes.com) pages opdn omnindes . am | eodays beadline >
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cance! delivary, change deliwary ogtions or your - mal ﬂﬂjl’E‘SS. see Chtbpc ey myiimes. comiemall=. Check or un-chack the
ragdhines you would ke 1o receive or cancel and remember o go 1o the battom of the page and click on "Saye Selactions,”

Suggestions and feedback are welcome at feedhackaytimes,com_ <mailto: Feesack@rytimes, oomes,
Flaase include the fallowing 10 numbes shan writing to feedback@nyimes com <maits;: taedback@rytinas. coms 5o that we can

track any reports of problers: FOERAST

How to Advertisa
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Nichols, Robart

From: NewsHeadlinesd lettars washingtonpost com
Sent: Tuesday, Jangary 15 2002 B 13 AM

T rabert nichals@do freas. goy

Subject: Jan. 15 News Headlines from washinglonpost com

B B N TR el Y BT I R A sl
<hitp. Metters washingtonpost.com/YORH06 14CBZEDAC33977> I

M chip.a 188 0 akamaitech. 920/ divwww washingtonpost.comiweg-

ramaidimagesiheadiines et top gifs e )

=hitp:ia 1akaamat neebii 1 SR T i woanas weashingionpost cormiwpn-
syl ilfi i i
Today's ...
« Waather <htlp: S lelters.washingbtonpost.com/YORHOS14CBS4DACIIGT 7
v Traffic <hrtp: / flettars.washingtonpost, com/ YORHOS14CAS1DACIIOT T
» Markets <http:/ fletters.washingtonpost.com/ YORHOG14CESIDACIIOF T >
+ Editorials & Opinion <http:/ fletters.washingtonpost.com  YORHMG14CESCOACIIGT 7=
« Comics <http: )/ Siestters.wrashingbonpost. com /YORHOE 14CBESODACIINF 7>
- Horascopes <hitp: S /letters washingtonpost.com/ YORHOS14CBSADACIZAT 7 =
« TV Listings <http: / fietters. washingtonpost.com /YORHOG14CB4A7DACIZST T >

Chnline Extros
 Get the complete roundup of Post coverage of America's fight against terrariam, including background, graphics,

muyltimadia and more, Turn be the America at War <http:/ / letters. washingtonpost.com /YORHOIG L4CB40DACIIGTF T
spacial report

« Gel perspective from The Post on the latest events, as well as Insightiul commentary frem many of the nation's
columnists and opinion leadars, Delve inbe Editorials & Opinion

< http: / fletters, washingbonpost.com /YORHOE14CBADDACIIGT T -

§ivwe Online

g you make a New Year's resclution to get it and eat better? Stay true to your commitment by joining the weekly
discusslon hosted by Post health and nutrition writer Sally Squires, The Lean Plate Club,

< http: / fletters. washingtonpost.com / YORHOG14CB4EDACIIGT 7> 1 EST

- What is the political web woven by the Enron scandal, and wha might it snare? Ask the executive director of the

Center for Respoansive Politics, Larry Noble, <http:/ /letters.washingtonpost.com /YORHOG14CH4RDACIZOT? 7> 1 EST
» Chieck out other Tuesday discussions <htip: ) fletters. washingtonpost.com/ YORHOS1L4CB76DACIZOF 7=

Lhopping/ Classifieds
- Government Jobs <http:/ /letbers washingtenpost.com/ YORHOG14CATIDACIIS? 7>
* More From Marketplace <http: / /letters, washingtonpost.com / YORHOG14CBFCDACIIO7 7>

Tuesday, January 15, 2002

. (R 11 Moot sl G Y IRHGE T $EE T I0AC TR 1
In t-l-:hj:-s at I’a’m I:I:an5 along the Mississippi River, President Bush PI"DI'I1I5E'I:| Tu’runday to restore
Americans’ confidence in the listliess economy, but said that a full recovery depends on making
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The press has jumped on the Enron story with 'l."'.l'hltawatar-lllce mtensltg,r but the coverage has an
almost schizophrenic guality.

spacer <http //a188 g akamaitech netf 1889201 d/iwww washingtonpost comiwp-
srviglobalnaviimages/spacer, gif=

More Style News
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Nichols, Robert

Frarm: CHM SuickMews [malimgsg@onn, comm)
Sank: Tuesday, Jan&ﬁ. 2002 7:32 AM
oy

Tao: robert nichols Areas gov
Subject: ‘Mervous emploves wamed Enron CED

SsdmidmsEsmisimiEdE-mbmbEdmeomdndnembEtmti=fboe=f =4 . f=+=t=d=+ =t
s JICEHEWS MAIL

»from CHH. com

»Top steries as ofr Tuesday, 15 Jan DZ;, O7:31:04 &AM EST

e e R A T B e e R e B B L A L T e R e Ry A e Ll LT
2= JJoin Mewstiight with Aaren Brown, wesknights at 10 p.m. ET,
»=r for the satest develospments and in-dapth cowerage aa

»=x fmerica Strikes Back. To learn more wisit

pex REtp: S SeweoonnocomS/CHE/ Programsaaran . beowWn S

pmmmpmgmpmpm b dmtm em g miadmdr i b S b ot S s SE=t = S = =+ =

TOP STORIES ==
veae 'Hervous!' employes warned Enron CEC
vea e eBEcond wave of Bfghan detalness comes ashare in Cuba

WORLD HEWS

veas s Ledlda, Pakletan urged o back off

cews sMugabe i *Tfalyr' polls pledge

vaa s snlaombla, FRRAC agres to pull back Lrem the bBrink

0. 5. HEWS—-

..... 'Hervous' emplayee warned Enron CED
s sBush: "I Eeel great” afrer fainting spisode
..... Secand wave of Rfghan detsaifneds lands in Tuba

BUBINEEE fro@m CHNmoney==

vareMall St. awalts retall data, Intel resolts
vares Hervous' employes warned Enron CED

.- .-Burppean markets decling

Sports from CHHESST--

vaoa s Hobe sxplodes for 56 a& Lakers rout Grizzlies
..... Buccangors fira Dungy after sSiX aeasona

o BONdE getE flve=year, $%0 deal from Giants

Alsa ...

wran JPDLTITICE from ALIPOLATICS

v aCI=TECH

. HEALTH

eava e ENTERTATHMEMNT

cvae Gt dnvolved with Chat and Hesaage boards hicp: s Swew.cnn. ccnCOMMORITY

R e R e e e

TOF STORIZES

= PMERVOLIEY EMPLOYEE HARNED EMRCH CED

A Enron enployes Wwarned Che company's Top execubive about potential accounting
problema thakb lgok "be the lavman on the street Chat we are hiding losses,. "
congrassicnal inwestigators said Monday.
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wvaa DUt S Sewe cnn, com S 200 LA DL LA fenranfindex  heml
> SECOHD WAVE OF AFGHARN DETAINEZES COMES ASHORE TH COBL

A military cargo plane carrying a second group of Afghan war detainesa arriwved
Mondzy at the heavlly guarded 11,5, Waval Base at Guantamamo Bay, Cuba, boosting
the rumber of Talikan and al Qoeds prigoners there from 20 te RO,

-eo- Rtkpr S Swenw, cnnn comd 2202 RS SOLAL1E fgenawar . agalnat  terrocdindex  homl
F=tch the day®s taop staries wilh CHN's Qulickcast, This constantly updated Web

sralusive newscast and mora video from CHN are only avallable with Realline.
Click here for more informaticn hbtp:/ fwew . cnn.ocondgulckoast /ftexe

g

WIRLD MEWS

g e

» IHDLA, FAKISTAM QAGED Tor BAECE OFF

U.5. Becretary of State Colin Fowall has urged India and Pakistan to pull theic
Lrocps back fram thelr mutosl horder to reduce the possibility of conflict
Cetwesn Che noclear neighbors.

eoae RUER:/ Swiew onn. oo 2002 WORLD fasiapef /south/ 01/ 14/ india, pakistans index. html
= MUGARBE IH 'FAIR® POLLS PLEDGE

Elections in Zlmbabwe will be "feee apd fair, " President Robert Mugabe has
pledaed amid growing international concern owver the March polls.

sea - REEpr S Swems . onn., comf 2002 WORLD fafrica fol 15/ sinbabvef indew . html
» COLOMBIA, FARC AGREE TU PULL BRCK FROM THE BRINE
The Oolombian goverament and guerrillas reached a surprlse, eleventh-haur

agreement Honday to resume peace talks, ending the threat that three years of
nejotiations would come bto an end Monday night.

eoae BLEE: A fwew, onn. com/ 2002 Y RORLDfamericass 01/ 14 /oclampl a/index  html

-vv.. More World atories at hibp: S fwedw.onn. cam/WORLD

L

. 5. HEWS

P P e o o v s P B o

> 'MERVOUZ® EMPLOYEE WARMWED EMRON CECQ

EnEnron employes w@warned the company™s Lop edecutive about potential acoounting
problems that look "to the Laywan on the skrest that we are hiding losses, ™
congressional rnvestigators sald Monday,

vews DELpfSwewocnn, com 2002 S LaM sl LA LS fenrons Laden Jhtm ]

= BUSH: 'T FEEL GREART" AFIER FAIXTING EPISODE

Fresident Bush == acrapsed and brulsed after a faintimg spell =-- extolled
notherhosd on Menday asa another symbol of Amerlcan patrictiasm, and gave the
John Deare workers he addressed a lighthearted lessonm to chaw on,

c.- htepe S fwaw. onn. comf F002/ALLBALITICE DL 14 fhush . faint ingfindex _hitml

o SECOND WAVE GF AFGHAN DETAINEES LAKDS IN CURA
i
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A nilitary cargo plane carsying a second group of Afghan war detalnees arrived
Menday at the heavily guarded 0.2, Maval Base at Guantarams Bay, Tuba, baosting
the nurber of Talibar and al Qaeda priscnsrs thers from 29 btao 50,

ceen htzprffwwwoonn . cond 2002 OS5 gen.war.againet . terror findes . himl

..... More L. 3. steries ab hotpe S fwww, onn, coms/Us

e T e B B B

BUSINESE from CHMmoney

R e R T P R P P e e

* WALL 5T, AWAITS RETAIL DATA, INTEL RESULTS

A gowvernment repart on December eeball sales, expscted to 2how a kBig deop din
aubs sales, «ill give 0.5 investors something to conslder before trading
bBedine Tussday as Chey await gquacterly results from Intel, eBay and cther
Lachnology companies,

vene RELES S SHWW.CRN, coRfroney 2002501 /15 /market s stackswatch f

* '"HERWOUS' EMPLOYEE WARMED ENECOH CED

En Enron employes warned the company’s top executive about potential acoounting
problems that lcok "to the layman om the street That we are hiding losses, ™
congressianal investigators said Monday.

cees BLEpr S Ywew.onn.com/ 2002 LAKSOL A1 E fenron/d index .. html

» BEUROPEARH MARKETS DECLIXE

Ev-opean oourses sdgec Zower in choppy trade on Tuesday, led by technalegy
sLocks arfzaer Coarnisag issueed a prafit warning.

voee DUEE S SWRW L Cf L CcomSmonesy S F002 /01715 international fmarkets _aurope/

«v-.. Mora Business stories abt http://THMmon=y.com
..... For mazket numkers see hitp: HSCHHmoney, com/markets

CREN) SCTE 1) SN N

Sportas from CHHEASI

R e L S

= HOBE ZXPLDDES 7OR Hb A5 LAKERS RDUT GRIZZLIES

Fobe Bryant made certain the two-tise defending WBR champion Loa Bngeles Lakera
wouldn®t miss suspended star Shagullle O'Heal, scoring = career-high 56 points
as the Lakers roubted the Memphls Griezlies 120=-81,

-v .- htbp:Sfwwd, conacomdonnel fbasketbal L news /2002701 /14 /grizzlies lakera_ap/

* BUCCRNEERE FLIRE DUNGY AFTER SIx SEASDHS

The Tony Dungy =za is over in Tampa Bay,

vews ALLED A Swwwocnnoondonnal/Zooctbal Linews /2002701714 /buca_dungy_apf

POHOMDE GETS FIVE-YERR, 530 DEAL FROM GIANTLS

Barry Hornds knew he'd stay with San Francisco the dey he reported to spring
Lraining —ast Februarcy.

case hETE: W, cni. comdonnsl fbasebal 1/ pewa /2002701714 foonds_extenaion_ap/

A
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..... More Sports stories at hitp: /SACHNST . com
..... For scores sas hbtp:/ SCHEST . com/soorabnards

e

BOLITICE from AllPolitics

AR P AT

& BUSH GIVES PRESCRIFTION TO CUBE ECCHOMIC ILLE

Roouat national security, a good public schocl syskem, free trade, a domestic
energy policy and an economic skimalus package that includes tax rellef are key
factors Lo help “ump=start the 0.5, economy and create jobs, Prealdent Buash
gald Monday.

s Bttprdowew onn, com /2002 SBLLPOLITICS MO/ 14d fbuah, tripSfindes  html

> 'HERVOUS'Y EMPLOYEE WARKEDR EMzOHM CED

An Enron employes warned the cocmpeany's fop execative sbout potestlal accounting
problems that look " ta the layman on the street that we are hiding losaes, "
congresalonel investigaters said Monday.

vave NETED S SWWw . cnn . Som/ 2002 LAR/DL/ 14 fenran index_htnl

> WENTURA MULLING SECOND TERM THW PRLITICAL RING

Cow. Jesse Ventura saild Monday that he probaoly will seek re-election to
Minnssota's vop affice in Hewenber.

chen DEEp S Swed . oo comS 2002 FRLLPOLITICSE 0114 frentura sacond, tarm/ indax . html
= 0,5, SURGEON GEMERAL TO JOIN ATLANTA COLLEGE

U,53., Jurgeon General David Satcher has accepted & Job as the head of & new
naticnal health care canter at hls alme nater Marsheuse Callede in Atlanta, an

nfficial at the school asald Mornday.

<. - htkp: fHfwe . cnn o con S E00ESHERLTHSC L 14 faatcher . departure, raeut Sindex, html

e Mope POLICICE stories ac http://wew.onn. com/B8LLPOLITICS
coaen Domrentasy & cartoons at htkprSSwww.cnn. oomdBLLPOLITIOS fanalyeias

g e g

SUI-TECH

S N e e B e o e i

» BTODY: GROWTH OF "GEEEHHOUSE EMIESIOHS' SLOWIHG

Tha growth of so-called ®gresnhotse gas emissicns" in the atmosphers continoes,
but & new report funded by HASH asays the growth rate peaked in 1980, and has
=lawed sver =Linoe.

vea Bbtp: S dfwewoonn. comd 2002/ TRCH  seience/ D1/ 14 fareenhonee . ambiesiona findes . Btml
> SOUOTER MRY HIT BUMP IN JARPRH

& seli-balancing ssooter billed as heralding a revelution in the way pzople
travel coald run inta an chstacle in Japan, where a eohoticos professor wents
recognition for inventing a similar mackine 15 years aga.

cees BEEED S Swew. cnn eom Z00ESTECHAndust ey /01 10/ seguay . dapan . reut S indes . html

» WEM HET [OT=-HAME SUFFL¥ SET TD HEAUT

Internet users looking to give friends and relatives an esasy-to-resmember s-mail
i
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or Webh site address can nok Buin ta Lhelr awn ﬁﬁmt-'-ﬂﬂmi;' the first

Internet address suffix created exclusively for individuals, makes it debut
Tuesday, Some 60,000 addresses with the suffix will ks activated by Glaobal Hame
Registry,. a London-bassd company administering .name. Corrently, people with
persgnal Web sites tend o use " org," which is often asseociated with nonprofit
groups.

ceae BEER: S fwwHocnn, comnd 2002 TECH Internet /01 /14 internet  names. apd index. html
= MOHTA SOBEZDIARY TD SELL JTWELED CELL PHOMES
Gatting tired of gasing colleagues with exackly the sosme mobils phone as you?

NDon't panic, 1if you Aave deep pockets vow can soon get a really esxclusive
handeet .

wen. httpr e, onn . com 2002 S TECH /prech /0L A ld fnokia, jewals. idgfindex . html

..... Mere Sei-Tegh searises at http:ffwnw.cnn.cnmeEEH
seia- wnAL's neW In high=Lech? Sae http:Ifﬂwu.ﬁnn.:ﬁmeEﬂHfindgx.htmlﬂtﬂm:ud

> AEPIRIH CEM COT HEARRT RISE FOR THE HEALTHY

Healzhy adulcs with even a small risk of a heart attack and no history of
cardiagvascular disease could benefit from taking aspirin dally, the 0.5,
Preventive Health Services Task Force said Monday.But the task foroe alao
warned that serious side elfects are possible, and said some people might bea
better ofl taking so=called baby aspirin than regular aspirin., It stromgly
ancouraged doctors to discoss with patients the benefits and dangers of asplrin
use in healthy adulrts,

-v- htbps v, cnnLcom E0NEAHERZTH concbt lona 01/ 14 faspirin  heart findex . ntml
> ZTODY LIMKS HEAD IXJORY, DEPRESSICH

Concagalons and other hesd injuri=s ip early adulsheod may significantly raise
thae risk of depression decades later, a study of Warld War I1 veterana feund.

soas RUEER S SwwW, onn. comnS 2002 HERLTH condit ions /017 14 /headinjury. depression . ap/index. html
= ZANTIAY GUFTA: FAINTIMG A COMEON FROBLEM

What could hawe cauvsed President Bush to collapas Sunday while eating pretzels
and watching a foothall game at the White Hoose?

e BtTpr S Swwer cnn, comd 2R0EFHEBELTHRADL /24 gqupta. faint  cbsc/index . himl
= AFFICIALS 27UDY WEET STEFS ACARINST BIOTERRCE

In warehouses hidden across the natien are tona of pllls for anthrax and

radistion and waccine for smallpox -- ot the natlon®s anti-terrorism steckpils
ig far [rom complets.

vaee RELEESSwaw. cnn, con 2002 SFHEALTH G L 14 /drug, stockpile. apfindex  html
c2ws More Bealth storis=s at httoo ffwew.con.comHEALTH

L e e P T e P P T

EMTEETAINHENT

» BUHIDANCE: SCREEMING SEFTEMEBER 1
34
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In a apecial presentatlon ab Sundence Fils FPestival 2002, five filmmakers bear
witpnesa to and reflest on the HWorld Trade Center aktacks,

-e. RBtbEps e, onn. com S 2 M2 SSHERTE M Movles SOLA LA S sun  septenbar] . Eilms findes . html

- RIRECTCR TEDR DEMME, DEAD AT &3

Ted Damme, & [lim and televigiandirestor whoses credics inclueds the film "Hlew, ™
died afterplaying bssketkall. He was 38,

cee- BEEps S Swema e, com S 2002 FEHOEBIZ AHewa 0L 14 fonit . ted . demme . ap fdAndex, html
> ADEM AT CHARGEDR TH LONDOHN SCUSFLE

Eighties pop star Bdam Ant faces assault and weapons charges after a scuffle in
a Lenden puk, police say,

seae RUEpD S Swee . cnnn com 2002 SSHOMBT T AMusle 0L 14 fadan, ant findex . html
> BURMS' TWARIM: *'GH ALL CYLINDERS'

"I hawe never let my echoollng interfere with my education, ™ said Mark
TwaIn,and FBEE wiewers have & chance te de scmsthing similar -- learning about
Twaln without hunkering down in a classreom -- when Fen Burns® new four-hkour
documentarcy on Samusl Clemens opens Monday at 8 pom. EST.Hark Twaln, Burns
says, "is essentially Bmerican histery running onm all ovlinders.™ And his
abudy of the writer is, ne saye, & tale &f two men. Clemens suffered enarmous
Feraonal tragedy while Twain was the wildly popular authar.

cewe btrp:Slwenr onn.comd 2 GE0E FEHOWRTZATYS 010 14 /buens . on. twain. apd indax. html

araae More Entertainment stories ac https SSwww.onn.oom/ENTERTAINMENT

AN EENIOD S - o I T I NN s - - - T e B T I
=  Please send commants or suggeaticns by going to =
- http: ffwmw . onn, comd Laedbacks =
- T¢ un=ubs=scrine from ¢n:ick NHews mall, go ma =
= hito: S Swerm . onn. con/EMATL =
et i Ll b L - ] - -
> Copidright 2001 Cablae NHews WHetwork Inc. <
-] B AOL Tims acner l:n:-n.pany £

This pessage was sent To you 41 robert.nichols@do.teeas.gow
To unzubscrioe, Cllck Hera

http:/fogi.oon.comfcgi-bin/mail folik?email=robert . nicholaddo, treas. govilist=text guicknaws
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Nichols, Robert

From: Washimgton Whispers [usnews.com_Newsleters@chckaction, net]
Senl: Tuesday, January 15 E’ODE 702 AN
T Hob Michols
Subject: Safe food, a new type of ship. and sexy anchors
L e Wolume
2, lmape § - Jasuary 15, 2002
ﬁhttp:mwm.spe-snny.Emﬂmn{riesfhlachhawkduwnh
- — InThis Issue
S . Newilusnews.com

Gt 2 handle on iE.E:iJE-E like stern cell research. Check cul the facts, biograghies, and aricles compiled by our library in the

~ I __STIRRING UP
CONTROVERSY (Sound bytes)

Thioy act Hee Lhara e Some ity Fect 10 OF SOMEE Callle 1oam of Some fred travel ales o7 Come blue dress.”
Mary Matalin, 2 Bush alde, an effarts to link the Whide Hause (o e Enran crisis

Py [E) e PR = QEEERE AT iy (]

Stephen Ambrose, beleaguered histonan
Check out R - __ far the |atest
sound byles.

- __Uss GREEN
BERET {Whisper)

—— e ra mn s i

The war in Afghanistan may have done something hundreds of admirals couldn't-prove the need for a new bpe of ship.
That's because one of the wows in Ihe war has been the success of basing Army Green Berets and their special

operabions helicopters on the LSS Kitty Hawk aircraft carrier. "W think we're going to have to do this again.” a senior
I'E'y official tells us,

Find out why the Mawy and Green Barats loved it, plus

S CONT EAT THAT

"OSAMA’ BURGER (Whisper]
E‘:'-E.Iﬂ'_ﬂl'lEl who's taken up President Bush's posl-Septamber 11 call to get cut, beware when eating af thoss U|I:IEGEHH

restaurants. Somebody who should know, farmer Agriculiure Secretary Dan Glickman, has 3 litte advice: Exclusive
eaterias commonly undercock food that needs s of heat 10 kill germs

on how 1o eat
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sately anhd avaid termor-tainted food.

S JUST A& LITTLE

SEXY? (Weekly poll)

Was CHN righf in declaring anchar Paula Zahn sexy, or is there a betber choica’? Your pick:

CMN's Paula Zahn
Fox's Brigitte Chuinn
ABC's Connie Chung
MBEC's Jane Pauley
CBS5's Laslay Stahl

GET OUT AND

CAMPAIGN! (Historical Whispers)

Jan, 11, 1982: A memo drculating in the White House on the 1982 congressional campalgn calls for Wice President
Gearge Bush and 2ach cabinet officer to commit 10 t0 15 days ta sﬂﬁﬁﬂ‘.—mhw Yhata Reagan? He would make
television spots on behal! of candsdabes or bring hem to the Whibe se to be photographed with the President.

Read more Whispers tram the

LS Wews archives

B PAUL'S PICKS

I:H“t of the Wel mhp

Apoly to be a White House Fellow

Poking fun at the While House and Enron

from Paul Bedard. editar aof

Washinglon Whispers.

 <hitp:/iwww_usnewsproducts comigen-edprad. cgi>

UBNBWE GO 8 pledded 1o anrluunne H'nh we haye setected Clicsfction, a llndlng E.n'ql pmwj.r ta daliver qurmumg o subscrbers ke you. To
&N up far alher newshetters or fo manage your account, visi us =0 o 1111 W i el Y.

Copynght 2001 U5 News & Wioeld Report, Inc

rAR DRI DA POWRIIBATS

Ged the latest business dights, data and dividends in the news. Sign up <http-wwiw usnews comiusnaws/newslett hm>for

The Biz List E-mail newslettar 1]:.hdF.|i'l

37

00800000000368



Nichols, Robert

From: WEPolitics Daily @d=tters washingtonpost com
Sent: Monday, Janusary 14, 2002 533 PM

Ta: rabert nicholsfdo. treas gov

Sulsject: OnPostics Dady Report

<htip:/fletiers washingtonpost com/YORH0E 1532D9DAC33877> i

[ ——

Maonday, January 14, 2002

Bush Fine After Fainting S ool

<http:/fletters. washingionposi.com/YORHOB1532DADAC 3397 7>

Heading off on a tour through the Midwest, Bush joked Monday about a fainting spell Sunday night
that by moming's light sounds a bit bizarre. The cause was a pretzel that had gone down the wrong
way, the White House said.

More Political News <http://letters washingtonpost.com/YORHOB1532C5DAC3387 7>

= Buzh Alde Eoewy of Enrmn 5 e < nittps Clettars washinamanpoerceimy YORHOG1 53 2CADAC IZGT 7

Bhprshy Proesitves rog Expangen feae s ottp s Jekitors wwashingtonpost.com / YORHOG LSIICTOACIZHT .'-'
s Nemairate Split o Epron Erobe -.-u||1 ol L el wq_,.h_lrm;nmm st.com,/ YORHOBLSZACGDACIZATT -
= Do, Moy v Boswsssod flvy Sl rpe S Aleniers wWpahina kg
- v Proebice Hodpen Recsfine Thirpat prpne S okt rs. v '-.len;urmm_#.l: il ni i \'ﬂ-r!Hﬂl'-.:l'_'.]"r'-flr:I-'\-.r e L il
= lmiepiiar g tLtha Bl o BT ECS H dLad el IR kim o - 1 thesre yshnotpEnpest com /Y ORHBG I S3I2CADACIZRTT
- oende) fR v P e ekt Rl JReibe; 0 wymmpapedonpoet AL AR RL e el e d T i

BT ] MO PN v LiEt S vepdinjntonaeet Lony e YORUG B ATTFEALIITGET:

spacer <http/a188 g.akamaitech net/f188/8920/1diwww washingtonpost comiwp-
srv/globalnaviimagesispacer.gif> i sewsietter Serces:

T gigni up for additional newsietters, unsubscribe, or get halp, visit the E-mail Newshatter Center
< hittp: ffetters. wasningtonposLosmy WORHDE 1 532 CC0ACIIST 7>, Or 10 unsubscribe Froem this e-mail nevwsletber, simply reply with
Unsubscribe” in the subject Bne

: For fepdback, sand mail to news|ettersfwpn.com <mailto: newshetters§wpnl. com#subjects= E-mail Newsictter Fesdback =.

For adwartising infarrmation, send mail o adseriEang @ i com <mailtaadvertisingBwpni. ocom?subject=E-rmail Newshattes
Feodback s,

To sulbscrite ta the prnt edition of The Washington Posh newspaper, chick here

< IWTLR: e ters. washingtonpost. comy YORHDG 1 23 L FOAC 3397 7=
42
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Cl SN Tha Washington Post Company

Privacy Policy <http:/fletters washingtenpost.com/YORHO51532CEDAC33877>

Online Extras
Consortium Report: Florida Recount <hitbp: / fletters, washingtonpost.com /YORHOG1832C8DACIIOTT >
Special Report: Enron Probe <http:/ [/ letbers. washingtonpost. com  YORHDG1 53 2CEDACIIS 7=
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Manday, January 14, 2002

W O SO enronanvestigatbondstond ennon.logo. ar

Two Bush Cabinet officials defended their contacts with the chairman of bankrupt energy trader
Enron on Sunday, while a leading Democrat, Sen. Joseph Liebarman, vowed to conduct a "very
aggressive, very comprehensive and very fair” investigation into the Enron matter.

Commerce Secretary Don Evans and Treasury Secretary Paul O'Neill received calls from Enron's
chairman and CEQ Kenneth Lay last fall as the once high-flying company was heading toward
collapse.

Evans said that in the October 29 phone call, Lay told him the company's credit rating was being
reviewed by Moody's, a rating semvice.

-FULL STORY- <http:fwww eon com/Z002A1LFOLITICS/01/1 3lenron. investigation/index html=

Bush on fainting episode: 'Chew your food'

President Bush -- scraped and bruised after a fainting spell - extolled motherhood on Monday as
another symbol of American patriotism, and gave the John Deere workers he addressed a
lighthearted lesson to chew on.

. Y- =hitp: J2002/ ' = Bush
gives prescription to cure economic ills

Robust national security, a good public school system, free trade, a domestic energy policy and an
economic stimulus package thal includes tax relief are key factors to help jump-start the U_S.
economy and create jobs, President Bush said Monday.

In a brief but lively address, Bush spoke to workers at a John Deere heavy equipment plant in East
Moline -- his first stop in a wo-day trip focusing on economic issues.

Bush, Democrats call for budget agreement

In & rare moment of agreement over money matters, Democrats and President Bush called Saturda
tor an end to partisan bickering over the budget, which both said should concentrate on security an
BCONOMIC BSUes.

-FULL STORY- <hitp {fwww con com@00ALLPOLITICS/01/1 2/bush democrats radiafindex himl=

Warner inaugurated as Virginia governor

Mark Warner was inaugurated Saturday as governor of Virginia, putting Democrats back in control of
the executive branch
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after eight years of Republican rule,

In his inaugural address, Warner vowed to work with legislators
to solve the state's budget problems.

Wamer, who built a multi-million dollar empire by selling the

noval idea of cellular telephones 20 years ago, spent almost 55

million of his money on his campaign.

-FULL STORY- <http:ifwww.cnn.comyZ002MALLPOLITICS0 11 2virginia. wamer. ap/index. htmi=

— EMALL listidotiine.gif

CHMN has many e-mail services. To register for another, click here <htip:www.cnncom/EMAILS
To UNSUBSCRIBE or SUBSCRIBE to any CNN e-mail glick here <htip:fcnn.com/EMAIL =

© 2002 Cable News Network LP, LLLP.
An AQL Time Warner Company. All Rights Reserved.
Tarms <hitp fwww cnn comdinteractive legal himl= under which this service is provided to you.
Read our privacy guidelines <hfip:Vwww cnn.com/privacy himl=.

This message was sent to you at robert.nichols@DO. TREAS.GOV
To unsubscribe, click here: <http-ffcgi.cnn.comfcgi-binimailiclik?
email=robert.nichols@ DO TREAS . GOV E&list=allpalitics=
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Nichols, Robert

—
From: Press_| noe-ren. semate. qow
¥mt.- . :-:méw, Janwary 14, 2002 5:E‘E P
o HMImﬁﬁﬁiﬂlHiﬂiun .
Subject: Enron, retirement plan rules =

For Immediate Release
Monday, «an. 14, 2022

Crasslay Explores Hew Protectlona fer Retirement Plan Participants

HASHINGTON - Sen. Chuck Grassley, ranking member of the Committ=s on i
Finance, is durfueing whether Congress should tighten up protections fer
retirvement plan participants in light of Enroen's collapsa,

"Million= of Americans have hundreds= of hillions of dollars invested in
employer-sponacred retirement plans,™ Grassley said. "Thess plans recelve
farorad trearment under the Tedseral tax code, The Committes on Einance has the
primary responsibility, under ita juriszsdictien, for making sure retirement plana
comply with the tax code and other lewa, oug committes alse has tha
responsibiliczy be fix any weaknesses that might leave retirement plan
participanta in trouble 1f thelr emplover aces ander. "

Grasglay sald the detalls of the Enron retiremsent plans are still
forthooming. Howewer, he sald, socme areas already are emerging as targets for
soratiny. Spepific aress Grassley ls locking into are:

Company =tock. Under current rules, a company can resatPict & retfirement
plan participant from selling the match received in company atock theeough an
eaployee 3tock ownerahip plan. [Entan employens' company stock matches were
restricted.] Grassley ls researching whether employees showld ke able to change
this ipwestment cholee pricr te an arbibtracy age.

Mandated purchases of company stock, Current law allews a plan sponsor ta
compel employees to purchase up to 10 percent of employer stock as a condition
ol partloipating in a d0L{k] plan. SGrassley sald he thinks this rule sheuwld be
elimlnatea.

Flduciary rules, These rules ensure that companies propercly inveat and
handle retirement plan sensy, including spending the money for the exciusive
benefit of thelr employees, Recirement plans are tax-£favered wahlclea,
autinrized under the Internal Revenue Code, Grassley said he wants te learn
whether Enran officials wiclated thair fiduclary doties and in general, whether
Congress should change the existing rules.

Black=-outa. A "klackK=o0ut®™ or "lockdown™ ococurs when a plan i3 shut down
for & pericd of time to allow, for example, change to another plam
administratar. Enzon had such a ®"black-out,® though the length of time ix
dispubted, Grasslay said he wants te gek the facts on thia event because ik may
coim2lcde with the decline in the company's stock value,

Mandered diversification of stocks in retiremeant plans. Some legislation
fras peren inbroduced that mandates employess hold ne more than a cercain
percentage of sbock in their 4000%) plan. Diversification in one part of the
plarn should indicats that all investments should be mandated. Grassley sald he
Fag an opsn mind, but thinks mandates are nor desirable nor particularly
{easible.

Gragssley =aid he is pursuing these ldeas with experts from oubside greoups
and agencies such as the Treasury Depariment, the lLabor Department and Che
Fension Bansfit Guaranty Corparation.

"The Lax aocdde sniles on retirenent plans, for good resson, ™ Grassley sald.
"Tax breaks encourags employers Co Seb dp retirepent plans and employees to take
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part in kthose plans. If employers find it sasy te break the rules, then
Congrass has to re-wrikte the rule bock., Otherwlse, emplayess sounting on &

BEROUT

Tr
wfzork
masked

=310=

retiremant might ke left oub in cold,™
addition te the retirement plan track, Grassley gald he 1s part of an

ta look into whether En:zon used certain tax wehicleas that might have
the company's fimansial conditicon,
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Nichols, Robert

Fram; Huli:mlnaﬂy[nﬂhalgguxm Aproduction.com)
Sant: Monday, Ja 14, mz1ﬂ$1gu

To! robert nicholsi@do. ireas gov

Subject: RCD: Roll Call I55ue E-newslelier

Acll Call Daily
Januwary 314, 2002
Foor today's complets news, please log onto hitp:/dwww.rolloalldaily.com

EEHMEDY 7O CALL PR STOPPING RBUSH TaM CUT IM ITS THACKS

Raising the palitical stakes in the sizzling debate cower the federal bedgest, Sen, Edward
Kennedy [-Mas%.] will deliver a speech Wednesday calling for = halt to Prasident BHush's
S1.3 trillich tax ool

heto: A wwe . pelloalldally . comfrolleal ldally s 5 nawsl f452-1 html

EZRRZY, RUMMAH UBGE SACRITICE AND PAYROLL TAX THCREEARSES IH TROUBLED BUDGET TIMES

Titing President Bush'a overwhelming popularity and the nabion's recession, the Concord
Toallnion on Menday urged the Presldent to ask Americans to sacrifice new spending in
crdaer to keep ilntagst Sccisl Securlity and Medlcare kenefita.

http: ffwaw, rollealldaily. comfrollealldailysl TS/ newaz/430~1.html

TOOAY 'S SPIH BY CHRIS BLACK: 185 SCHIEFFER THE HAMCDSOMEST SUMDAY TALE SHOW HOST OF ALL?
It was all Emrom all the time on the Sunday Talks this week, with membera of the
administration claiming wutter ignorance of any inside knowledge as President Bush'as
biggest contributer slid inko bankruptoy,
http:f!wuw.rnliﬂnlldaily-:nmfrnllnalldﬂi1yf1_?5!;pinf423—1,html

HEARED O THE HILL

Doo=1lttle far Taspayers? Corservative Rep. John Deolittle (R-Calif.] kad & 517, 900
surprles for taxpaysers cn Che [lause's final day of 2001,

Fteg: Afwwid. rallealldaily.comfrellcalldally sl 75/ heh/§2%<1 . html

B e B e R T T e ———— e e e s

Great Jobs on Capitaol Hill

htop: S Sww ., roobe . com

How to Change Your Subsoription

o have recelved these headlines because you signed up for the Roll Call Cailly e-mail
newsletter service. To change your opticns, make modifications to your account or to
cancel this emall notification; go to htep:ffwew.rolloalldaily.comfrellcelldailysfprofile

duick Unsubacribe from newsletter listed abowve: hotp: ffwwd, colloalldaily . comfogi-
bipsadt mims . user, ungubiocid=rollecallee-roebert.nichole? d0do ., treas, govalid=rollaallDaily

e -
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Nichols, Robert

F ram: The Mew York Times Direct [nvidirecti@aytimes corm)

Sant: Monday, Janueary 14, 2002 3:37 AM

Ta: robert. nicholsi@do freas gov

Sulbject: Tecay's Headines frarm NYTimes com Monday, Janwary 14, 2002

<htip:fwanw nytimes. com/RealMedialadsiclick |« adsfemail nytimes comftodaysheadlines/htmli28633
iPasitienifth-technoscoutBHappyEyesd488x607 gifi= Customize This E-Mail

<htip: fiwww nytimes. com/email>

<hitp:ffervew_nytimes. comfamail=

Customize This E-Mail <hitp:/fseaw_ nytimes. comdemail=

Jummary 14, 2002

AMONTE COOF THE IRdY
"f. r.||11|1.in1-:1 come and 2o, lr-- part aof the pen |u: nr n:.111 |Iallu11

lkgs Irensury secretary, on the collapss

"'\tl II}"\.-'ILL

Muilcalcl I11¢ imsurinee |:|rugn1m Fipr .1.1 rnllhum low-meome p:l:-plc i5 in o fiscal crisis. f-:m:mg state }r.glsluturﬁ ml-:rnL [u:-r v.-m-: o
cut hencfits and raduce payments

In the largest immigrant-smuggling case against an American corporation, & man pleaded guilty last week 10 supplying Tyson Food
with more than 2000 illegal workers,

President Bash fainted briefly on Sunday after choking on a preteel, secording o the White House physician. Mr. Bush quickly
recovered and is doing well,

Advertisement <htp:graphicsd nytimes, comAamages‘emnil ndvertisement2 i

A floor lamp that ads sunshine all over a room”
The HappyEyes (Th] Floor Lamp bringe the bensfite of natural daylight indoors for glare-free lighting that's perfect for 2
varely of indear acivibes
=hitp-fherww . nytimes. com/RealMedia‘ads/click_Ix.adsfemail. nytimes.comftodaysheadlines/ntml/18

451/Position2/th-technoscoutBhappyida html=

I%TE H‘\A'Il{l"ﬁ-\l )

Q0800000000392



The Indian gevernment on Sunday welcomed the comemitment by Fakstans miltary ruler nod o allow his country to be used as 2
base far werrorisem,

'C‘nlnmb:an rebeks aumnmt-:d on Sunday l|:|EL l'||l.1_'.- wnuld ml]u:lnw From five mwm.thr, gmunnu:m handed aver as a safe haven for
peace talks

MORE INTERNATIONAL NEWS <hig/wa

BLUsINESS

Whil Ihi: wurl-:l i5 i uwuht:mnﬂ o is ﬂul Enrnn wus. m:ﬂ much of a mnmuy‘ |'.Iu|! 115 execulives mde sure that it was one hell of a
slog

Jogeph F. Berardme, the head of the accoumting giant Arthur Anderson. faces a erisls that threatens his career, his firm ond perhaps
even the accounting profession.

] ki prZEHEES %
L-3C unl:lnunll:-.llmns pluns b ANNGENGE ll:ml; il has agﬂr.d L BEUire nml.llmr_'.- muummnrmhmdmn nr 'R,.n:ﬂhl:ﬂn for §1.13 billion in
cash, beating out kigoer rivals.

II.'[ H"ll[ll (MY

hﬂuﬂummmnz
The mation's hl:p',ll IL‘C|IH€I'|-L'I'“.- heartland is in its deepes reCESEInn In recenl mermeary, bt some I|;|r||__| imers believe thar che m&mn
piaed Tor @ revival,

The Democratic Party is prl:md i -Lpprn'n: an overfiml of the |:|1':5|-:Il:nl|n] |:|r|n1ur,'.' schedule that would make the 2004 primarics
cven earlier than in the past

Fresident Bush fainted briefly on Sunday after choking on a pretzel, according v the White Howse physician. Mr. Bush quickly
recovered and is doing well.
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Lodayshesdlings=
The debate over the actions of trial Bwyers since Sept. || provides a glimpse of what forces shape palicy for one of the most
pomwerful labbsying sroups in the country.

PMOHE POLITICS MEWS <hiip:www nytimes com/pages'politics mdex. him U lodayshead ligg=

"1 MHETS

I hc IRm-n:ns -.1|.l'-.':n:-. plm.'n:u:l as nd'.--:mmi and stifted the Miami l:u:-lphms The -:urp'n.sl: \ra.s thak Haltlan-:':‘. runmng .:HI“'-‘ shared the
spshizhe

todayshemllings=
The Washington Redskine fired Coach Marty Schottenheimer and could hine Steve Spurrier as soom as Mandoy, Also, Bill Parcells
could replace Tony Dungy in Tampa Bay.

T . ;
i_";&cr;wn failed shows mm:n:{l 1rv.'lund Former "‘:--.m Fcld" Slars, can HH-L l“ul.d success with "Watching Ellie,” starring Julia Louis-
reyfas

There's a maddening collision between Mark, Twain's ironic sensibility and Ken Bums's familiar, sentimental siyle in this
dhistumientary ahosl the wrifer

an ferm.

b

M I'[-I[]"\I

o ' | r L
Ecmmuﬁmmr Flawn:md W KLII:.' is r.lrr.'p'lrlnj_m ada; lh-l: L. :glilalurc 0 allow New ‘:'-nﬂ: pﬂll-:-e alficers same n:lm:mgnq l:rc-:nr:fl:;
while still on the job.

A I'-.dt‘l-lJ "I-lﬂlJ Aury s mvestigaling allegations that soaee of the city's tax pssessors routimely reduced progerty tax bills in the 1990%
e refurm lor hribes,

Ridgewomd, a '.Illlal_._l!' abrowt 3 ||'|||E':. rTI'.‘ﬂI'I ey "r'ﬂrk LlL'.- bt seen a :_._ml |lr:u| of symibalic rvin latzly, beginming with the deaths of
12 residents im the Sepl 11 altacks.

MORE WY REGIORN MEWS <hijp:ws

CHE-ELY

5y
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i =714 i (143 ) &
ey BIOH ||- F‘.I-!I RT
Mat anly were Enron emplovees deliberately lefi m the dark, ot Enron had many of them Jocked into riles that prohibited them from
selling their stakes in the company

By WIL Ll."';l'l.'1 SAFIRE ) )
The scandal | see in the Enran debacle is aopelitical; ivs professional.

I.i} WL LIAM I I"LI'L. HJJ
Legislatures in 3% states will bzgin therr regular sessions this month facing bscal challenges unssen inoat keast a decade,

MOKE OP-ED WEWE <hogeSwww. nytimes compage s'opiniond index mfodaysbeadl ine

About This E-Mall

¥oul receiwed these headlines because you reqguested The Bew York Tomes Direct e-mail semace. To sign up for other newsletters,
cancel delivery, change delivery options or your e-mail address, see <http:Sfwww.nyimes.comf/email=.  Check or un-check the
headliines you would like bo receive ar cancal and rernemier ko go to the bottom of the page and click on ®"Save Selactions,"”

Suggestions and feedback are welcame st feedbackimmytimes. cam, <maiibo;feeobas ki mk ma s oom=.

Flease incluge the following D numbar when wnting to faedbackgnytimes.com <maiity: fesdback@nytimas. com: so that we can
track any reports of problems: 70BE3L]

How to Advertise
For information on advertising m e-mail nEwSIEEI:Er'E o atler :ream-e am-a*tns.nr-q ppportuniees wilh The Maw York Times on the
WH‘J pleue conksct Alygon RBﬂEr Bt B &C,COf > oF vigit our anlinge rmeadie kit at
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Nichols, Robert

——
From: CHKN QuickMews | Chn_corm|
Sent: Monday, Jana :fg§3%31ﬂm
To: roberl nichols .UNu?uv
Subject: Report: Auditor told employees to destroy Enron documenls

R a  E
OUICKHNEWS HATL

=From CHE. com

*Top stories as of: Monday, 14 Jan §2, 07:31:00 AM EST
Thmpmbmimprdaferiminlisislslislieleslisninlol o=l sl sbzd=tmtmiEmdie fodb=
e Try All=MNew A0L 7.0 fac 2000 Hours FREEE for 4% days!

e Sray on bop of the labest news with CHH, Time and more.
e el Tun, 2asy E-mall and Inzbant Messaging.

= Clicy here hotp:#/Tree.aol. comftryaolfren/index, adpi2 36052

ifmtmamimlmiesin el sl el mlwdml me gl b memd O st S Bt m b bt m b

TOE STORIES--
c--eaBeport: Budlbtor fteld employees to destzroy Enron documents
..... Al Qaeda shown practicing asszesalpations on taps

WORLT HEWS--
c-vodlndiz reportcs Hashmir attack
«-..Colpobian rebels' peace offer refected
connfl Leeda shown practizing aFsassinations on tape

.5, WEWMS——

..... Beport: Auditor told employeess Lo destrey Enron dacuments
«s-:.Bush faints at White House:; quickly recovers

ss s s Homeland secarity chigf: 0.5, saler, bub wWork remains

BISINESS from CHHmoney--
saaamall St. bo eye corporats roports,; Greenspan

veaaaBeport: Audlior teld smploys=es to destroy Enrcon doocumenta
va s amGSountlng fraud on the riss

Sports from CHRASI--

..... Bavens bagin title defense wilth 20=3 win over Dolphins
va.uaFavee keeps Lanbesu streak intact wlth #5-15 win wa. 49ars
vaeaa Sthottenheiner =ra ends as Snyder turns bo Spurrier

Alao ...
vaeaa FOLITICS from AllFalitics
vasaaanI=TECH
.....HERLTH
.- . .EHTERTATHMENT

covaGet involwved with Chat and Message boards http: S Swww, cnn. comnd COMMUNTTY

T T S

TOF STORIES

B s i e e e i e

> BEPORT: AUDITOR TOLD EMPLOYEES TD DESTRAY ENRON DOCIEENTS

fuditing flrm Arthur Andersen lnetructed ite esmployess in 8 nems to destray
wost of their material relating to Enron juat days before the ensrgy brading
cafpany went bankrupi, acoording to & report in the latest edition of Time

59
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magaEine.

coes REtpr S Swwiwocnn . com/ 2002 FLAHSOLS L enronS index . htel

» AL QREDR SHOWH PRACTICIHG ASSASSIHATIONS ON TAPE

&1 Qaeda milltanta practiced carcyiog out a mass assassination of world leaders

angd an attack on a motorcade, acooerding to 4 video obtained in Afghanilstan and

broadeast on Australian telawision.

vews OEEED S Swww . onn, com S 2002 SBORLDS asiapof fauspans/ 01/ L3 ret  terroriat . tapes. apSindex . himl
Watesh the day's top Stacies with CHN®s Juickesst, This conatantly updated We=b

explualve newzcast and more video from CHM are only available with Realdne.
Click here for more informatlon http:/ffwww.cnn. camfquickeast/ taxt

F R —

WORLD MEWS

e e e i e s

» [HDLA REFORTE ERHEHMIR ATTACK

The Indlan military is raperking a oew militant attacy in Hashmir, despite
Ialamakbac'a new oledge te reok oot terrocism.

c--. hbtp:Slwww, onn, con /2002 FBORLDSasiapef fsouth/01/1 3/ india, pakistan/ index, atml
> COLOMBIAN REBELS® FEACE OFFER REJECTED

Peace efforts in war-torn Colombia were on the vergs of collapse Sunday, one
day after President Bndres Pasirana tzaued his second wltimatom thizs weak ta

tha country's largest repcel group.

ce e OtEpr S Swww, onnLcom /S 2002 SWORLDS aper Loas /0113 feslambia . rebel s findex  html

= AL GHEDA SHOWH PRACTICING ASSRSSTHMATIONS ON TAPE

A1 Qasda militants practiced carcying out & wass assassination of worcld leaders

and an attack on a metorcade, according to a video obtained in Efghanistan and
preadeoast on Bustralian television.

cews BELRL Swww, onng comd 200 FWORLDYagilapolfauspas/ 01/ 13 et  terporist . tapes, apd index, homl
i=ss. More World stories at hbip:/ fwww.,cnn ., com/WORLD

e T T

.5, HEWS

S e

¥ BEPOET: ALCITOR TOoLD =ZMPLOYZIES TGO DESTROY ENRCH DOCUMEHTS

Days before bankrupt energy trader Enron publiecly disclosed its financial
problems, employess of I1ts auditing fire, Acthur Andersen, were instructed to
cestroy post of their Enron-related matecial, according to Time magazina,

s REtpl S Swwwe onn, com 2002 S LAW 0L L) Jenran S Lodex . html

= BOSH FAINTE AT WHITE HODUSE: QUICHLY BECOVERS

Pragident Push fainbted briefly in the White Howss realdense Sunday aflter
choking on a pretzel while wakching a Mational Football League playeff game on
telaevision, White House chysician Dr. Bichard Tukb said.

c--. hbtp:  Swawocnn. com 2002 SBRLLPGLITICE A0S 15 bush, falnting, apsindex  hieml

il
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= HOMELBHE SECURITY CHIEF: U.5. SAFER, BUT WORE REHRINS

Homeland S=curity Director Tom Ridge =aid Sunday that thke UDnited Stakes is
safer and more wigilant than it was more than four months ago when terrcriats
artacked =“he World Trade Centaer and Pantagen.

chen ATER S SweW oo com 200250113/ ree, ridge. interview index . html

cv-e, Morpe ULE, storles at bBttp: S Swww,onn, comd15

B B e e e ol i B

BOSTHESE from CHMmoney

e T e R P B R P e e

> HWALL S5T. TC EYE CORPORATE REPMDRTS, GREENSPAM

1,8, anvestors will be getting ready for corporate results this wesk and
nossibly revigiting Federal Beserva Chairman Alan Greenspan®s mixed assessment
of tha sconomy &5 a4 new trading week begina Monday.

wv-. htbp:/fwaw. conocom/meney SE002 ML L4 /markets fstockswatohl

» REFORT: AUDLTOR TOLD EMPLOYEES TO DESTROY ENRON DOCIMENTS

Auditing [irm Rrihur Andersen instructed its employess in 4 mems to destroy
modat of their material relating Co Enron just days Lefore bhe energy trading
company went bankrupt, acocordlng to a report in the latest edition of Time
magazing,

evae BEbp: S A, onnacom 20002 LA A0S Senren Andex . hEmd

> ACCOUNTING TREUD OH THE RISE

The number of frawd cases investigeted by the Securities and Exchange
vomrission Jumped 41 percent in the last three years, according te agency data,
resulting in tens of millions of dollars in fines te settle tha charges.

P hltp:f!wﬂﬂ.tnn.Eamfmnneyf?ﬂﬂ?fﬂlfllfcnnpaniesjat:t_aEandalsf

svaw. More Buslness storles at Wobp: //CHMmoney . Scm
-ra.. TOE mALket numbers see http /SCHNmonsy, comdmarkets

i

aparks from CHH/SL

e T e e

= RANVENS BEGIN TITLE DEFENSE WITH 20-3 WIK OVER DOLPHINS

Brulsing dcefsnss, 3 grinding ground game and one plvotal pass helped Baltimore
beat Miami 20=3 in a Wlld=-cerd playeff game Sunday.

vers DETR A Swww,onn, comfonnel s football 2002 /playol fa/ newe /2002 /01 /13 /ravens_dolphing_ap/
* FBVEE KEEFS LAMBERD STEERE IXTACT WITH 25-15 WIN V5. 49ERS

The Sreen Bay FPacksrs heedsd Brett Favree's call te open up the passing game,

sooring 19 polnts Ln the second palf of a 25-1% wictery agalnst San Francisco

in the wild-card playoffs Sunday.

e http:{fﬂww.cnn.cnnf;nn$ifEnﬁttalLIEGGEIPL&ynfEsfntw!IEDDEFDIfllfﬂ?ur$_pﬁthif!_gpf

= SCHOTTERHEIMER ERA ENDE AS SEHNYDEHR TUEHS TO SPORRIER

pftaer a long weekend of negoetiations and deliberations, the Washingten Redsking
woved closer Sunday night ta pnaming fermer University of Florida head ooach

il
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Steve Spurrier as Chelir head coach by Eiring Marty Schottenheimer.
cve- http: ffwerw . cnn.comfonnesL M footbal 1 fnews /2002 /01 /1 A echattenheiper £irad)

cia.. HMore Sports stories at hrtip: /SCHHET Lcom
erae. FOF Bocres gee hbop: SFOHMNST. com/zsarsbaards

EOLITICS from BAllFolitics

L

> BUSH CRABIMET MEMBERS DEFEMND EMRON CONTACTS

Two Bush Cabinet aofficials Sunday defended their contacks with the chairman of
bBankrupt energy trader Encon, while a leading Democrat, Sen. Joseph Lisberman,

wowed Lo copdact & "very aggressive, wery comprahansive and wery falr®
investigation into the Enron mattac,

cvae REEp: S fwew, cnn, comd 2002 A ALLEGLETICE DL/ L3/ enron. investigation/indas . ntml

> BUSH FRINTE AT WRITE HOOQSE, QOITXLY RECOVERS

Fregident Bush fainted for = brief time Sunday at the Whits Houase while eatling

a prectzel amd watehing a professional foothall game on television, the White

Howse said.

coae REEE: S Awew, cnn. comd 200 AALLEOLITICE 01/ L3 /bush . falnt ingf index . himl

> BIISH, LBEMOCRATS CALL FOR AGREEHENT DN BUDGET

noa rarg momant of agresment over money matters, Democrats and President Bush

caliled on Saturday for an and bo partisan blekering over cthe budget, which both

said should conoenbrabe an security and sconcmic Lssuea.

cea. BERp: S Swew . cnnl comd @002 FALLPOLITICS /01 /1 2/ bush . democrate . radioSindex  hitml

» FORMER ZECEETARY 0z ETATE CYRDS WaAMNCE DIES AT 94

Cyrus H. Vance, who resigned as President Jimmy Carter®s Secretary of Stabe

;v&: an ill-fated atcempt to save lmerican hostages from Iran, has died. He was
4.

- o- htEpsdfwes, cnn,com/ 200208 0L F1E fvance . obit. ap/findex . himl

..... More Politics staries at hibp: S /wew.onn, comdBLLPOLITICS
veaae CEmMEnTary & cartssns at htbp:/fwew.onn, comdBLLPOLITICS analysia)s

o i e i i ey o e e

SCT-TECH

T 'OONUTY VIEDS SET T2 POKE HOLES IH L HET

& new ¥irus that's che first to target Microsoff's (Het platform for bollding
and deploying Web services has emerged, peosing an early riask for the bulld-sue
af the next-generatlon Internst, accordinmg to an antivirus wvendor.

c--. hbtprdfwaw . onn . con 2002 STECR Lnternet /0113 donus  vivue, Adgd index . hemk
* WILL FANE WANT THEIR MTY PC?

KTV Metworks, the ccmpany that put 3 pop radic atatlon inte your television,
now plans to put both inte a PU Chat carzies ats world-famous loge.The

picnesr of music-oriented TV is5 locking to tempt media-hungry technophiles with
a line of FCs and complemsntary products set for release sarly this

00800000000399




vear.Targeting lé-to-24-year-clds, MTV 13 lecokling te let chat gadget-happy
demographic watch TV, play O¥De, listen to mualc and browse the Iakesnst, all
or. ore device. The company, a urnit of YWlacom Internaticonal, also expects ta
Launch a 1lne of preducts centered around videc-game play, according ta a
statement.

avae DLEEE S Swww, cnn, comd 2002 TECH prech AOL 13 fane . po ey, Ldgf indes  hitml

» CES DOWNTLOSTONS: MONI'S WMOXIE

How does onz sum up the 2002 Consumer Zlecétronics Show in Las Wegas? Hype --
dnd hopa. Whether the sconomy is up ar down, hyperbols will alwayes run
vnchecked at technolocgy trade shows. Companies will tell reportars that thelr
product ia bBhe Mext Hew Thing.

cees REEDE S Swww, onn, comd 2002 FTECH ptech /01711 fces s wrapd Lndex . html
> ABOY FRICING SET FOR JAPAWESE DEBUT: %283

Micresoft says it has sat a Japan price for its Abox wides qgame console at
ML B00 yen 15263}, firing up competition in a market dominated by Seny'e
FlayStation 2.

vee. hEEp: /e cin, com/ 2002 /TECK induse sy /01 S 13/ microseft . xbox . japan. reut findax .. html

vavea More 3ol=Tech stories at nttpis S wwe.cnn.comTECH
vares MRaC's new in high-tech? See http:fwww.onn, comdTECHS Lndes . heml#tomtod

e e i o e g S B

HEARLTH

e . P e o o e i P e i

> GEME SHOHE WHO'Z "20T MILE®

A single genebic motation allows peoaple So tolerate milk after they leawvs
tabyhood, and it 1o virtually rthe same in people aof Azian, EBurcpean and African
deyeent, researchers reported.Finding the tiny change in che genstic cade
shoeld allow gelentiats an easy teat for lactese inroleranse == 8 painful
digestive condltion -- and alsa offera insighte lnto how asome groups of people
evolved a milk-drinking culture, the team of United Btates and Flmaniah
resaarchers sald.People who have lactese (ntolerance == most of the people in

the world -- zannot digest large amownts of lactese, the main sugar found in
dairy products.

sia s DLEp: F v oL can A 2008 HERLTH D1 /13 lacto=e . rent f index . html
> VHTC CODGH' MAasS FIREFIGHTERS

Many firefighters who raced to save wickles of the September 11 World Tradse
Cantar abttack are facing thelr own health problems becauvse of the contaminated
alr at the disaster slce.Bome have asthma. Others have troubles ranging Eram

a pereistent cough to diminleshed lung capacity that can interfere with theie
physically damanding jobks. A few hundred are on medical leave or working Light
cuty becawse of respiratory 1llrness,

vaes ACbE S Swwwoonn. comd 2002 SFHEALTH conditions /0L 13 rec, firefightara, ap/dindas  himl
> ANTHRAX SYHMPTOME FURZLE BOCTORS

Boctors say chey're intrigued and baffled by the case of & postal lnRapeciar Who
worked at an antnrax-contamivated office in Washington, was admitted to a

hospital with symptems of the lehaled ferm of the diasase, but never tested
vosikive for the baosterlium.

-, . N0t r,.:_'-:_.",-"'.-.lw'l.f.cnn.r.'nm.l'.':'flil?.l"l-lFlAL‘l'H."Dl flZfanthrax. mystery/ index . html
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= STlDY DETAILE TEEATHMENWHT OF TIREOR INJURIES

Fewor Chan 900 people wera treated at the hospitals nearest the World Trade
Tepter owar the two days Collowing the September 11 attack, & new study shows,

veee RETE: S fwew,onn. comf 2002 HEALTHAGL 1L fattacka  hospltals. apd index . html
vrae Hope dealth stories ab http:SSwew, onn.com/HEALTH
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ENTERTAIMMENT
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= SUHDAMCE SPARE TAKE CARE OF S5TARES

It's hard Lo e glamorous ln enow boote and ski hata, but as moviestars got
dawn to the buasinesa of promofion ar the Sundance Film Festival hers on
Caturday, sevarsl soppanises geared up eo keepn the 2tars gparkling in the drey
mountain alr.

hEtos Siwwe . onn, con/ 2002 AEEORBIE /Moy les /011 3 sun, Lelaure, sundance, apas . reut / Lode s . heml
> REVIEW: WOVING I AM SAM' SAVED BY PEMM

"I dgr Eam" i= hearchreaking, uplifbting, brilliantly actea, and prafoundly
mevirg, The faet that the stsry is ubterly inpleausible has to be =set aside.

Fortunately for the mowie, Sean Penn -- once again proving he's one of
America‘s finest actors -- stars in the title role, and hia perfcrmance makea
tha Eilm.

vere htTprSfwwweonn.oom/ 2002 FEACGRBTIE Movias 0 10 Teview, i am. samSindex, himl
= "TOODRY® TS SDOLOEH

The fir=zt theme song for the "loday" show was "Sentimental Journey; " mavbe an
add chalics for a news and Inforsgation pragram. But from its incepbion; 'Tnday'
oroke Bany of relavision's rules == gnd inventaed pllht“,‘ AGrR., O HI:II'I{-'E.].". A
half=cantury after Lts dawning on Janvarcy 1d, 1952, "Today" takes o sentimental
Jodrney in earpest, Looking back at a tew of Lbs 13,000 yesterdays.

cvae hbbp: fdwew, cnn.com/E00E FBHOWBT 2TV 0L/ L3 by tedaye, S0th, ap/ index  himl

= PO, BB DOIMG BATILE OVER STMILAR GRMWE SHOW

AUC znd For are in a behind-tho-scenes battle over twoe similar gams shows that
oy gltimately prove mors entertaining thap the programs Chemsalves, Fox
aqnouneed Friday Lt was rushing its game; "The Chamber,™ on the air Sunday
nlght, with a head-apinning two days' notice, just to beat ABC; which had
sthederled "The Chaic®™ for Toesday.

weve httpr/fwww. cnn.ocomd 2002 SSHOWBIZ TV AL/ 153/t fars  chamber . ap/index. ktml

ivva: More Entertainment stories at htip: £ v .cnin com S ERTERTAT BHERT

=== mn - -

= Eleecse send commeEnts or 3ques:lcns by Qoing Eo -
= http: S Swwe. onn.cnnd Fesdback s -
- Te unsubscribe Prom Qulck Mews mall, go tao =
- http: Afwww, onn, comd EMALL =
AL TETEI RN RN ECE T T T T T O o o T oSO SIOE T EE W T T . .
= Copyright 2001 Cable NeWs Wetwork Lnc. <
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Nichols, Robert

From: MewsHeadlinesi@leters washingtonpost.com
Sent: Sunday, January 13, 2002 10039 A

Te: robert Alcholsddo treas gow

Subject: Jan, 13 News Hesdlines Trom washingtonpost.com

<http /fleters washingionpost com/YORHOG 15266EDAC33577> il

_; ..m_.jﬁ .-l|.1'-|' aArEaech. o tl'T'l' 1) L]}
=0 E'."!'I‘-I__E_h'lr‘l acasieadiings nght urr |:||T1_
Today's |
» Weaathear -:l'll'tlr:.l'flel“tal'E-W&Bhlﬂgtﬂhnﬂ!t.cnmﬁrﬂﬂﬂﬂ-ﬁ1516‘35DAE335??h
+ Traffic <http:/ fietters.washingtonpost. com/ YORHO61 52697 DACIISTT >
» Markets <http:/ /letters. washingtonpost.com/ YORHOG61 5269 1DACIINT 7>
+ Editorials & Opinion <http://letters.washingtonpost.com/ YORHOG152693DACIIOT 7 >
+ Comics <hbtp:/ Jfletters.washingbonpost.com,/ YORHOE15269DDACIZETT >
« Horoscopes <http:/ fletters.washingtonpost.cam/YORHOE15269CDACIIST T =
« TW Listings <http: ! /letters.washingbonpost.com,/ YORHOG 15 269EDACT 30T 7 =

Crinlini EXtras

- Gel the complete roundup of Poat coverage of America's fight against terrorism, including background, graphics,
mulbimadia and more, Turn o The America ab War <hitp:/ fletters.washingtonpost.com /YORHO6152699DACIZNT =
special repart

« Gt parspective from The Post on the latest events, as well ax insightful commentary from many of the nation’s
clumnists and opinion leaders, Delve Into Editorials & Opindon

<http: / /letters. washingtonpost.com/ YORHOS152688DACIZRT 7=

Liwdg Crinlisvia
« el in on discussions with newsmakers, cebebrities, Post reporters and other experts on toplcs from braaking news
to sports to entertalnmant and moane. Ses what's coming up

ﬂhl‘tpl.l'.-'htmr: wa«:hmgmnp-nr-t com/YORHOE15268ADACIFOTT> and check out gt cilsc

£ Lo,
8 B5E {1 INANE Ty pfn SO HE L S FERADACFRET I -

Shopping Classitieds
» Government Jobs <http://letters, washingtonpost.com //YORHOG15268 7DACIZ97 T =
» More From Marketplace <http://letters. washingtonpost.com  YORHOG 152681 DACIZOTFT>

Sunday, January 13, 2002

rlrlcr
1 G i ST AR NL pdllafiars weasninauon pogt ooV oRHOG SRER 2 DA C R TT

Enron's ba nkrup'_-::'!.r has gnra f:n::m ma]u::-r economic debacle to full-fledged political skirmish between
the White House and Capitol Hill,

spacer <hlip.falib g.akamaitech net!if1 BEA20/1dwww washingtonpost. comiwp-
sviglobalnaviimages/spacer.gif=
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More Politics Mews
spacer <http:/'a’188 g .akamaitech net/fM1 BR/S20/1d/ www washingtonpost comfwp-

$Wigluhalnﬂurlmage5!3pacer gif=
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e Cunin Pashises -ounid Bgd & dnm s g, cenivndgt o pagt . cmmy sy -y
spacer <htlp://a188.9 akamaitech.n 207 1dhwww. mshlngtﬂnpﬂst cormiwp-
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Few effortz in the Afg han war were more risky than those of unarmed Afghan civilian spotters to
pinpoint the location of Taliban fighters.

spacer <htip:/a188.g.akamaitech net//1B8/920/1diwww washinglonpost. com/wp-
stviglobalnaviimages/spacer gif=

More World News

spacer <http.a188.g.akamaitech nelM BE/920/1d/www washingtonpost. com/wp-
snr.fglahaInauhmagesispaaer gif=
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.Epal::er <http:./fa 188 .g.akamaitech netfi BEJ’QEUH{!WH washingtonpost. mmnup-
srviglobalnaviimages/spacer.gif=
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Secret Service agent Walied Shater rebuts American Airlines’ contention he was thrown off a plane
for acting suspiciously.
spacer <htlp./fa188.g.akamaitech. netf B8/920/1d/www washinglonpost. com/iwp-
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Mark R. Warner was swom in Eaturda}r as I&gmm 's BOh governor
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The l.l S. gwemment haa nn:IEred fnnd wrlh hemp off store shelves, though manufm:tuters insist ther
products lack the hallucinogen found in manjuana,
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More Dusiness News
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In]unea anr.l |Ilness Iel‘l the Capitals without seven of their regular playem Ealurday night but a solid
team effort resulted in & 1-0 win over Florida.
spacer <http:/fa188.g.akamaitech netf/188/920/1 dwww washingtonpost, comiwp-
srvlglobalnaviimagesispacer. qif=
More Sports Mews
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Va. Gov, Mark 'l.n"'-"arner & high- prf:lf'le supporters are interestad in good government without favors,
perks, appointments or tax breaks.
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More Style News
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Nichols, Robert

From: G QuickMNews [mashnosEcnn com]

Sent: Sunday, January 13, 2731 AM

Te: rabert nichols@do treas. gov

Subject: First nighl in Cuba 'peaceful for war delainees

Ttmitmtmtmtmtmfmtmst@d-ct oot oo nt b memdwt i mimtrt it i g
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*Top stories as of: Senday, 13 Jan 02, O7:31:00 AM EET
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»=» Try Rl1l-Hew AOL 7.0 for 1000 Houra FREE for 45 days!

»a> Stay on tap of the latest neds With CHHE, Time and mare.
e Get fun, easy E-mail and Instank Messaging.

=2 Click hepe hifp:/sffres.acl.com/tryaclfres/index. adp?236052
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ToF STORIES-—
ve..-Fdrst night in Cuba 'oeaceful' for war detainees
..... Hodies of 5 Maxines recoversd from Pakistan crash

BORLD MEWS--

..... Imdia awaits action
vewe-bolombian rebels’ peace offsr rejected
..... China steps up pollution wac

11,8, NEWS

v Haxman wants explanat fon ~ram Enran chisfb
..... Detainess spend first full day in Cuka
..... Bush, Democrats call for agresment on oudget

BUETHESS Efrom CHHmone ==

cva e Wall Street awalts the opening of sarnbngs deaaon
cvaeAocoounting fraud on the rise

aeaasfoourt denlea valdez rehearing
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crra Rice spurs Ralders inm 3B-29 wild-card wln wvs. Jets
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ceow et inealved with Chab and Message boards hetp:d Swes, onn . com/COMMUNTITY
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TOF STIRIES

FLEST HMELGHT I SRR 'FERTCEFDL' FOR WAR DETERIHEES
Twenty Aighar war detalness spent a "caim and peacsetful first night in a
tamparary deteantiosn center -- G-by-8 chairn-link cells on the U.5. neval base st
Guankanamos Bay, Cuba, Lhe head of gecurity far the detention center sald

m
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Saturday.
ceae hERpd S Awww, onn, comd 2002 FRORLDS arsricas/ 0L 13 fouba  detaineesS index . html
= BOCIES 0OF & MARINES RECOVERED FROM PAKISTAN CRASH

Investigators have recovered six of sewven bodies of D5, Marines killed
Wodngsday when their KC-130 military refuesling plane crashed in western
Pakrimeran, U.5. military officiale in Kandahar, Afghanistan, =zaid Saturday.

vaes hETE:fwww.onncomd 2002 MREBRLDS aslapoffsouth/0L /12 Mmarines . bodles indexn  hitml

HWatch khe day's top stories with CHN'e Quickeast. Thia constantly updated Heb
exclusive newscast and more video froe CHM are only avaeilable with Beallnes.
Click nasre for more informatiom http:dfwww.onn.comfquickeast S text

e vy o

WoRLER HEWS

[F IS S IS S I S

= IHDIA BRRAITE ACTION

welooming Pakistan President Perwez Muaharraf's pledge to crack down on
raligious extremists, India says it will judge lta melghbor's acticns before it
Eaginsg a military de-escalation or resumes dialog.The statement marks the

first Indlan reaction to Musharraf's address on Saturday in which he anncunced
a ban en five milicvant Islamic greoups, including two blamed for the attack on
the ITndian Farllament thst killed 14 people,

cee htrpssfuawoonn . com 2002 /AWORLDMaslapef fecuth /011 3 india, pakistan/index ., himl
= COLOMBIAN REREELLE" PEACE OFFER REJECTED

Coiombian President Andres Pastrana emphatically rejected a l4-point proposal
Trom the FARC rebel group early Sunday, dismigsing bf a: inadequake and saying

he will not ait down for peace talke wuntil the rebels maks a formal atatement
favoring peacs,

we-- htbtprfiwew . onn.com/ @002 MORLD famericas /0Ll S 3/ zolombia . rekel s/ index .. html
* CHIMA STEPS OF POLLOTICHN WLR

fhina has launched 2 meassive 700 billion yuan {584 bRilliopRl S-year
environmental protection plan to combat a worsening pollution problem.

eoae RBUEE: S Swewoonn. comd 2002 MMORLD fas Lapel feast /LS 18 china, pollut Lon/ Lndex. html

avaas More World atorles at http:/fwew.onn, com/WORLD

g

.83, HEHS

= WhYMAN WANTS EXPLANATION FROWM ZNRON CHIEF

Tha sanking Democaoratb on the House Government Committes wants the head of enecgy
ziart Enron to explain his actions leading up to the company's collapse. Rep.
Eenry Waxmarn, California, is ipwestigating Enron and has asked chairman aod
chief sxemcutive officers ¥enneth Lay To explain twa e=mails Eedgagaes aent last
year o employess that predicted the company'se stock would rise, even as the
company 21id towards bankruptoy.

vew. hbtps S fvwaw. cnn.comf 2002/ LAK DL 13 fencon /S index . html

& IETAIHEES SFEMD FIRST FULL DRY IN CURR
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The head of the new U, 5. detentleon center at Guantasnamo Bay, Cuba, salid
Saturday that his troops had the security situwation ®™well in hand" as the firss
group of al Uaeda and Tallbsn prizcnera apent theic first £0ll day at the
compound,

cvvs btbprdSwee. onn., comd 2002 A0S NL 13 /gen.war . agalnet  tercor/ index_html

= BUOSE, DEMOCRATE CALL FOR AGREEMENT DN BLDGET

In a rare poment of agreement over money matbters, Ogmocrats and President Bush
valled on Saturday for an end bo parbisan bickaring ovar the budget, which botk
sald should concentrate on gecurity and economic issues.

-e - htep: S fwene . onnLcom 2002 FALLPOLITICS/ 0L L Abwah . demoarats . cadic/ index .. himl

v More .3, ataries at bttp:/Swew, cnn.com /05

e o e e

BUSTHESS from CHHmomey

e ——

> WALL STREST AWRITS THE OFEKING OF EREHIHGS SEASCH

ffter a gloomy wesk that included a lukewars azsessment of the health of the
D.5. econocmy by Fedsrzl Reserwve Chalrman Alan Greenspan, investors on Wall
Strest will lpok to corporate earnings for rellief this week,

sons hbtrp:/fwew, onn. com/monay s EM0E /0L 13 market s sun_lookaheads

» ALCOONTING FRAUD O THE RIEE

The number af fraud cases investigated by the Securities and Exchange
Commizalon Zumped 41 percent in the last three yeara, acccrding bto agency data,
resulting Ln tena of millions of dollars im fines to settle the charges,

- e- REEprFfwew, onim, comSmoney S CONE/DL /1] Avanpaniesfacot seandalals

» COURT LEWIES WALDZZ REEEARING

A federal appeals court denied & motion te rehear the 1939 Exxon Yaldez il
spill case, and the cass will return to Alaska for a reduction of the =58
billion punitive damages award impessd on Exxon in 1994,

coae htbp:/Swemn . onn. comdmoneiy S S00E 0L 1] news fexsan f

<vs-. Mare Business stories st hbttp: //CHNmoney . com
<vae. FOF market aumbers see htip /SOHEmonsy, com/markens

EEL T LT FES] S A ey

Sports from CHH/SI

T e T S T e e e

* RICE SPURS RAIDERS TH 38-24 WILD-CARD ®iM w3, JETS

cerry Alee saosed the Dakland Raiders it's never too late to turn back the
clock == ocn oa matchless career or on a troubled season.

- eo- REERR S Swww, onin, comSonnel s footbal L2002 /playef fa mews F2002/01 /12 feta_raidera_aps
> DCLA EROCHS GFF WO. 1 HERHSRS 47-77
Enocked down by crosstown rival Ssuwthern California twe days earlier, the

always unprecictable UCLA Bruing picked themselves up by beating top-ranked
Eansas BT=-77 daturday.

s
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- -. http:ffwew . conocomdonnsd fbasketbal l/ecl lage/naws /2002 /01 /12 / kanaas_ucla ap/

= BWAN WIHNS SIMTH U.5. SEATIMG TITLE

This oné wae not [or the doubters, [t wasn't for the agdience or even the
judges. Mickelle Ewan'a sivth ratienal title was all abowt satisfying someona
alaa,

~v. . hbtpe S, onn comfonnsl folymploa FR002 Snewa /2002 /01 12 us _nationals_ap/

..... More Sports storles at httpd ASCHHST . com
..... For soores gee hitp: /JCHMSL. comsecoreboards

e R e P R i P B e P B

FOLITICS Cfrom AllPolitics

s

= BUISH, DBEMOCRATS CALL FOR AGREEMEWT ON BUDGET

In s rare moment of agresment overy money matters, Democrats and President Bush
celled an Satuerday for an end to parcisan bickering over the budget, which both
g3aid showld concentrcate on security and sconomic fsauesa.

eva e RUER: S Swen, onn. oS Z200E FALLAOLITICS /01412 /hush  demoorat s, radic/index . htmt
= FORMER SEC. ©F STRTE CYRUS VANCE DIES AT 84

Cyrus B, Vancoe, who resigned as President Jimmy Carter's Secrstary of State
cwer an 1ll-fated attempt to save Mmerican hostages from Iran, has died. He was
a4,

aras RUEE: S Awem, cnn, comd 2002 /08 0L F12 fvances . chbit. apfindex . html
> WAEMAN WAHTS EXFLEHATION OF ENRON E-HAIL

M Demacratic congrassman investigating the collapse of Enran Corp. demsnded
caturday that the company's cheirman esplain tvs e—-mall mesaages to employ=es

Lhat Talked up the company's prospects, even as 1t was s1iding toward
bankruptay.

aeae hBtTRd S Swend cnn, comnd 002 FALLEOLITICE/01 /L2 fenTon. emails . wanman f Lndex . html
= MARHER IHAUGHRATED AS VIRGTHZR SOVERNOR

Mark Warner was Inasusguraked Saturday asgowsrnor of Virginia, putting Demccrats
Bask ia control of the aexecutive branchafter eight years of Bepublican cule,

A http:ffwww.tnn.:uijDﬂthLLPﬂLITIfSEDIIl?jvi:ginia-w;rnar.apiinde:.h[ml

v More POliCice sborlesa at hokp: S lewawoonn. com/ALLPOLITICS
coea e Commentary & ocarcoona at hbep: S feew.onn. comdRLLEOLITICR fanalyaial

[ S S S S S

SLI-TECH

B ——

= LA PROSFECTS FOR SILICCH VALLEY GOLD

"Our mizsion is to go after technolegies that are going to get to market
atiyway, " says Gilman Louie, In-g=Tel's chiefi. "We want to get thers ahead of
Lima, We wWant To gel There early." And he's getting there esarly on behalf of
the IR, The agency launched thls pnonprofit venture capital are, In=0-Tel,
thares years 3. Sinoe Septerber 11, the unit's mission of investing in
ap-and-coming technclogies has become mere vogent, Fortunately fer In-D-Tel's

L]
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40 employsss in Menle Park and arilngten, virginia, hundeeds of tech companies
have come calling.

veoa htipsSSwwwonn, comd 2002 P TECH Lndoat ey /01 /12 /allicon. snaops. ap/index. html
= UE3 COMCLUSIONS: MOEI'S MOXIE

Heow dogs one sum up the 2002 Consumer Electronice Show in Las Vegas? Hype —
and hope. Whether tne economy s up or down, hyperbole wlll always rus

unchecked at technology trade shows. Companies will tell reporters that their
product is the Hext Mew Thing.

wew. Ebtprddwew . cnn.comd 2002 TECH ptech /D1 1] Ffoas. wrap findax. html

= GENETICE EXHIBIT OPENE IR CHICAGD

Viseltora to a naw genetlce exhibit can explorse the mysteries of DHA, witness a
virtual baman embeys in actlon snd gaze at olomed mice, mutant flies and
nateching aohicks.

cews hbrpifiwaw.cnn. cemf 2002/ TRAVEL/HERS /01 12/ axhibit . genatice. ansindey . html
> LAWSUIT CAREEHS TIVO=-REPLAEYTYV RIVALRY

Blinough industry experts widely herald them as the future af celevisien
viewing, the personal digital wideo recorders that carsy the TiVe and ReplayTW
lab=is have yeot Lo catch on Wilth the patien’s channel surfers.

caee httprd fwwwoonn, com 2002/ TECH AAndustry /01 12/ replayTvy. e tive. apfindes  hinl
..... More Sci-Tech stories at http:/Swew. onn . comd TECH

veews BEat's new in high-itech? Sse kttp:/fwww.onn.com/TECHS Lndex. html8tomtod

P —
HEARLTH

T e P P P P e

> ANTHEREAX SYHPTOHS MIZILE DOCTORS
Coctbors say they'te Lntrigued and baffled by the case of a postal inspector who
worked at an anthras—contaminated office here, was adnltted to a2 hospital with

synptoms of the innaled form otf the disgease, but never tested poaltive for the
bacterium.fAs a postal inspector, the patient was responsible for removing alc

Iiicers in the patrt of the Brentwood Post Office that was contaminated with
anthraxg. Two ather spployess whio worked at that office died of inhalation
aptheas and another twe were diagnessd wlth the dissasa,

-vae hbbpe v, oo com/ 2002 A HERLTHS 21 12/ antherar  mystery  indas . html

= STUDY DETAILS TREATMENT OF TERRDR INJURIES

Fawar than 900 pecple were fTreated at the hospltala nearest the World Trade
Center over the two days following the September L1 attack, a new study shows.

-ee- Bttpr S Swe onn . com 2002 FHERLTHSDL S11 fattacks  heapitals. apsincex. himl

> RESEARRCH T TEST HIV TREATMEHNT STRATEGIES

A .5, stody of 6,030 HTY paticnts is vunder way to settle which strategy works
Best agaiogk RIS -- aibting Che wirus sarly and hard WiEh pewacful drugs ac
walthng untll The Loenane syvatern 1s damaged, governesnt=funded researchers said.

vea ATEE A SRwwecnn, com 2002 STHEALTH condl tlone /01 M1 Aadde  sreatment s, vaut dindex, himl

* FEH-PHEW SETTLEMENT BECGHMES FLMAL
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Fo53.75 Billion settlement for Thoisands of people whe took the recalled
fen=phen diet drog conbinacicn is finel because no ane challenged it by last
meek's dezdline, drug maker American Home Products said,

coow hETp: S lwWuonn. com 20025 LAW 01 11 diet cdrugse . 2ett Lement _apSindes _html

vanes HOre Health stories at nttpsSSwww,onn.com HERLTH

= MRRTHA FLIMETON: MBI 'GOOHIE® GIRL

Young pecsle who Wwank to purspe an acting career aften must decide whether thay
aspire te become movle sktars or actors, Par Martha Plimpton, it was a Heobson's
cheioe,

cvae hUTp: S W, onn. comS 2002 SROWBIZE News SOLS 12 archa plimpion. apfindex  html
= CRITICS' CHOLICE: LUHRMAMH, HOWARRD

In their anmual Critics® Cholce Awards, members of the Broadcast Film Critica
gsscciatisn have bapped Baz Luhemann, seen abowe on the set of "Moulin Reuge, ™
and Ron Howard of "A Beavtiful Mind" for best direction.Zimilarly, Enya and
Peul Mocfartney share an award, thisx ore for best song -- his in "Wanilla Sky"
andg hers in "The Lord of vthe Bings: The Fellawship of the Ring. "The
agecciatian's seventh anrual round of honors were presented on Friday night at
a @ala event in Bewerly HiIlles hoated by late-ndght telewilalon host Bill Maher.

cees REEpr S Svwww, onn, comd 2002 FPSHOWBIZ /Mevies/01/ L2 fbreadeast ., critics. reut findes . hitml
F PAYAROTTI MAKES EMOTIDNAL EETURH IH LOMDOH

Taner Lugiane Favarsiti made an smotional return to London's Royval Opera Houas,
dedigating the rare perfcrmance to his mother who died in Etaly the day
before. The singer's perscnal tragedy added drama to Friday's eagerly awsited
performance amid sp=culation that the four-night run could be his last outing
«t an apera house he sees as kis spiritual home.

caen hUCp: ffmuw.cnn . com 2002 FSIONBIRMueic /D112 fpavarateiifindex . html
> "ATORYTELLIMG® ¢ SCGLONDZ AT SUNDANCE

I 1996 pew Jersay native Todd Solondz ook home the Sundance Film Festiwval
Grend Jury prize for his subwvéersive feature "Welcoms to the Dollhouse." The
riim introduced audbences Lo the debermined, heartbreaking cutsider Dawn
Wiener and Sclondz’ itchy brand of Dleack comedy.Screening in the Frenierss
gection of tha 200F Sundance Fi1lm Festival, Sclondz® latest =ffart,
"Storytelling, " is being Billed as & film about race, sex, and the powsr of
celabrity. The writerfdirector describss it more pointedly as "two stories of
sxplcitation.”™

cen- hEtpr S Swem  onnocom S 2002 SEONBIE fMovies /0111 fsun . solondz findex . html
..... More Zotertalament storles at hbop: O OwHw.onncond EHTERTAIHHENT
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= Flezge =send comments or suggestions by going to

- http: ffwwd, cnn . conSfeedback s -

- To wnsubscribs Erom Quick Hews mall, go to -

- http: f fwww. cnn . com/EMARIL -

- Copyright 2001 Cabkle News Wetwork Inc, =
%
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This mesFage waf sant ko you at robert.nicholesldo.treas.gov

T'c unsubszribe, Click Here

htcp:fegiocon.comfogi-bindmeilfclikPemall=obert .nicholaddo. treas. govalist=tentquicknews
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Nichols, Robert

From: The Mew Yark Times Dirgdt [nytdiract@ingtimes com)

Sent: Sunday, January 13, 2002 8:41 AM

Ta: rabert nichals@do freas. gov

Subject: Teday's Headlines fram NYTimes com Sunday, January 13, 2002

<htip.www. nytimes com/RealMediafads/click_|x. adsfemail nytimes comftodaysheadlines/htmi/4393/
Position1/th-nytibhouse/Newrealestate. giff= Customize This E-Mail

<hittp e nytimes . comiemail>

=htip ffwww nytimes. comfemail=

Customize This E-Mail <http:/dwww nytimes . comdemail>

Jammary 13, 2002

UHNTE O3F TEIF 13A%
"'ﬂr'-. will take Irln-:t acnn:-n :|-=~u|n5| any Pakl-:hanl whio i |||'-qu'.1|] in 1emu'|5m |n=.u:h: |Iu. Luunu-_u.- o ahruad

honths imto an expanded vwar on biermorism, the govermment s still making availahle hundreds of docaments that 2] how o tum
senmy into desdly wespons,

Fhe Department of Transportation wanls security directors af large airpors o meke op oo 51300000 2 vear and to ave sdvanced
e prees

Advertisemnent <http: S praphicsd aytimes. comdimages‘email advertisemeni2 gif=

The most comprehensive Real Estate listings site in bown
MY Timas. com/realestale combings The Mew York Times Classified ads with listings from nearly every broker in the city-
more searchable New York kstings than you'll ﬁnmnyplﬁe '.?I]lﬁi;iﬁb‘;ust listngs feature: neighborhood maps, phatos, flioor
nsE @ WIru urs.
=http:ifwaww nytimes com/RealMediafads/click_|x ads/email nytimes.comiodaysheadlines/htmlG0
TE/Position2ith-nytiibhouse/realidathciep.htmb/=

I TERNATIO AL
Faki i Lesder Pled B ;G Linkesd o T
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Gien. P-:| vez Musharraf pls:-:ly:-l] tha his cnuntrv '--uuld not be u'srd as & base 1'-:|r1t'mrr|sr|:| ::li'an» kind pnd annouwnced a broad ban on
militant groups,

Lodaysheadliness
The chairman of the Senate Foceign Relations Committee said on Saturday that the United States should ke part in o multinatienal
miilidary force ta restore order o Afzhaniskan.

tuslaysheadlines>
The United States has nofificd Britain dhat a British subject is one of the 20 detainees from Afzhanistan bemg held @i the Naval Bagse
al Livantanama Bay, Cuba,

hilh

Somie shareholders and lawmakers are focusing vod on the money lest in Enren's collnpse but on insiders whe made millions selling
shares at the top of the market,

Beakles Enran iself, mo comgany has been mare seriously wounded by its collapse than Arthur Andersen & Company, one of the
wisrled's larpast =-|:|:L1||n1'i||g_ firms,

As Hewlesi-Packard's Carleton 5. Fioring batiles w complete a merger with Compag Computer, her success or failure could be viewd
as a perignant avinbal of women m the corporate world,

; i i UL LR Ml i
"I-II:|"“IIE who tries o listen Lo a news amchor while rl:ndlng the 1'urm1|'! uckm all -:n.'|:r1h|: aCroen ma].f COme awa:,.- £ |nk|ng lhal: hin
Laden looks elegant a1 35, while Julin Rehers remains o large.

Microsoft sutfered a sethack in its recent campaign to resolve its legal problems, when a federal judge rejected a proposed settlement
af more than 1Y private class-action suits against the company.

rE

wars Bd.

Some sharchoblders and laswmakers are focusing nod on the momey losl in Baron’s collapse bat on msiders wha made milliens selling
shares &t the wp of the marke1

7

- - = a £ 2.
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Presadent Bush will ask Congress o base future increases in sl 1o poor countries on evidence that the aid is aciually bringing progress
im such areas as education, trede and the envirenment,

=TS
Jﬂa UMH.LHJ.EHH Up

Luclnyxheadlines
thzlnuua.n McMabb led the Philadelphia Eagles to-a win over the Buccaneers tha might have cost Tampa By Coach Tony Dungy his
jals

teduyshepdlines-
“Ecco Porea.” a nearly four-heur comic spectache, is botk a portrail of the Mahow Mines thester group, and a refrospective for Lee
Ereuer, one of the company's Founders,

Y II.I_l.IlJ-h-

1-"r'llll 10 I:II.II|I.|IFIES n.malmnu above streel In:'ml al jg.mund zera, the army of laborers haw: rnnmi un-:ln:igmunnl. 1.'-h|:|'n: |:|1-|:1_.- l'm:e mare
complicated and dangerous fasks.

“hitpeitwww.ny limes, com/ TN LY education/ LAY ON K himEtoday shendlines=
As Yonkers gefs a chance to mowve past a hitter desegregation case, witnesses are remembering years of division and stagnation.

SMOBRE MY REGECMN BEWS < '

{H-ED

WALl S WL Z40T hinnpeSwoww oy i e com 20020101 Mopinien T30O0W DU edayshead liness

by MALIREEN DMWY

The proflifieration of kiddiscentric calbie channels has allowed parents and kids to avoid each other completely

M
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[l of kg =11 1L H
By THOMAS L. FRIEDMAN
With half of Afghanistan in the same shape as ground zero, we might as well b deing ation-bailding on be moon,

- i the Pa
By AMDREEW BEOHUT
The guestion is rea o mech whether the president®s eatings will falcer this vear budt the lorger pelitical significance of thase ratings.

MORE CP-ELF MEWS <hipswaw iy times.com/ pages opiniond inde s m Meodaysheadline=

About This E-Mail

Yiou received thase headlines because vou requested THe Naw Yark Tomes Direct e-rmail service. Te sign up far other newslettars,
cancel delivary, change dalivary aptiond or yaur e-masl ddrass, see <httpofwww.metimes comiemail=.  Chieck or un-chack the
Pegdines you wauld like to receve ar cencel and remember to ga to the bottom of the page and click on “Save Selactions.”

Suggestions and feedback are welcome at feedbackinvlimes com < maille: feedoadoinytimes.come,
Fiease include the following 10 number when writing to feedba cefinytimes. com cmaitto: feedt ack@nyvtimes coms so that we can

track any reparts of problems: FREEIS]

How to Advertise

Far infarmaticn ¢n advertising In a-mall newsletters or othar creative advertising coportunities with The New York Times an the
\ieh, please contact Alyson Aacer at gl iy ki s. = mail niEEn i Of visit our onliee media kit at

= Fitt oz ffweees. my Himie s, ooy mcdinfos
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Michols, Robert

Fram:
Sant:
To:
Subject:

Davis, Michele

Friday, January 11, 2002 &:48 PM
Nichols, Robert

Rubin statermsent

STATEMENT OF MICHELE DAVIS:

Fobert Rubin of Citigroup called Peter Fisher on Movember 8 and asked Fisher what he thought of the idea of
Fisher placing a call to rating agencies 1o encourige them to work with Enron’s bankers to see if there 15 an
alrernative 1o an immediate downgrade.

Fisher responded that he didn’t think it advizable o make such a call.

Fubin said he thought that was a reasonahle position,

Fisher made no such call.

Bl
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Nichaols, Robert

From:
Sent:
Ta:
Subject:

Uﬁwmkx*.Ruhaﬂ!iéﬂhhmlsHhheeh:ﬂ@shccﬂnﬂ
Thursday, Jarmuary 10, 2002 4:2% PM
Robert Nicholsghda reas. gov'

Fhnanks Rob

-————griginal

Message————-

From: Robert,Micholsfdo, treas,gov [malltoiBobert  Micholabde. treas. gov]

Bent: Thursday, 2002 4:39 PH
To: Whealack,
Supject: EE:

Today

January 10,

Robert 5.

Secretary an Foslews *"Your World with Cavuoto" at

we wil_ ]l contact you to discuss

Fob Hichols

beputy Assistant Secretary for Fublic
Lepartment of the Treasury

12021 GZ2-F910

Bffalirs

remeaDriginal Message-----
froa: Whealork, Rabert 5. [mailtorBobert .S WheslockBabko, com)

Sent! Thursday, Janoapy 10, 2002 Z:DE BM

410

40

Fo: 'Robert  Wicholsfdo.treas. gov”

Hubject: RE! Secretary on FoxNews "Your Warld with Savabo® at
Taoay

any chanoe that the Sscretary Would be available tomorrow to talk

Enron
Terrarist
Econamy, T

21
a1

Financing
axes, bhidger

I left a message With your office and have a
FH as wall,

call into Adam

Thanks

-——=—=Original Message-----

From: Robert Hichols@do_ breas.gow
gent! Thursday, January 10, 2002 11:33 M
:-':'-\.'-F.:l 2T i:iE“\-"]‘.'l.'!‘L'aL"?' on Forblews "Your World with

ot Cawuta"
_.rr.g:-l: rtanga: High

at

fiob Hichols

OCeputy Assis-ant Secretary for Jublic Affairs

Degarkment of the Treasury
(202 H22=2910

The Secretary wi
with Cavueo™ at
tarrorist Lloano

11 appaear in an
4:00p today.
104,

interview on FoxMewsCH "Your
fopices of discussicn will be

Lwlne at

[RailtoiRobert. Hicholedds, treas, gav]

4:00p Today

Horld
the economy and

RE: Secretary on anl'de-'rm " our World with Cavulo® at 4:00p Today

The
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MNichols, Robert

From: Davia, Michels

Sent: Thursday, January 10, 2002 410 PM

To: Bair, Sheila; Fesher, Petar, Holahan, Betsy; Michols, Robert, Gross, Jared

Subject: Text of PResident's announcement today

Home </fingdex.html= = News & Policies </news’= =/news releases/ 200201 /print/ 200201 10-1 . html=
=/n rel 2002 ‘pr : -1, hitml=

For Immediate Release Ofice of the Press Secretary January 10, 2002 President Calls for Review of
Fension Regulations and Corporate Disclosure Rules REMARKS BY THE PRESIDENT IN MEETING
WITH HIS ECONOMIC TEAM REMARKS BY THE PRESIDENT I MEETIMNG WITH HIS ECONOMIC TEAM The
Owval Office 9:42 AM. EST THE PRESIDENT: Thank you all for coming. I met with my economic security
team last week to talk about ways to create jobs. We're meeting again with the components of the team to
talk about one part of economic security, and that's pension security. One of the things we're deeply
concerned atsoul is that there have been a wave of bankruptcies that have caused many workers to lase
their pensions, and that's deeply troubling to me. And so I've asked the Secretary of Treasury, Secretary
of Labor and Secretary of Commerce to convenes a working group to analyze pensions, rules and
regulations, to look into the effects of the current law on hard-working Americans, and to come up with
recommendations how to reform the system to make sure that people are not exposed to losing their life
savings as a result of a bankruptcy, Ter example. As well, Secretary of Treasury, along with the SEC, the
Fed, and the CFTC, are going to convene a working group to analyze corporate disclosure rules and
regulations. In light of the most recent bankruptey, Enron, there needs ta be a full review of disclosure
rules, to make sure that the American stockholder, or any stockhalder, is protected. And so, 1 Ehink this is
an important part of, obviously, other investigations that are ongoing. The Justice Department announced
and informed us lale vesterday that theyre in the process of investigating aspects of the Enron
bankruptcy. The administration s deeply concerned about its elfects on the economy. We're also deeply
concerned aboul ils effects on the lives of our citizenry. T'll be glad to answer a few questions,

© 00800000000421



Nichols, Robert

From: Reyes, Samuel

Sent: Friday, Decamber 14, 2001 T:07 AM

T MWichols, Robert

Subject: Early chps lirsl $ection Paul O'Neill second section Kenneth Dam and Treasury clips
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The New York Times

December 14, 2]

Eleven and Counting

By PAUL KRUGMAN

mbarrassing but true: Just one month ago the James A, Baker 11 Institute presented Alan Greenspan with its
Enron Prize, I'm not suggesting any impropriety; it was just another indication of how deeply the failed energy
company was enmeshed with our ruling elile.

And yet Mr. Greenspan also finds himself in Chapter 11, That is. the Fed has now cutl interest rates 11 times this
vear, and has vet to see any results, What's going on?

O answer is thal something has gone wrong with the monetary "transmission mechanism." the drive train that
normally links the Fed's actions with the real economy. And one of the people whao stripped the Fed's gears is
Mr. Greenspan himself.

The Fed's direct power over the eeonomy 15 actually more limited than is widely appreciated. People often say
that the Fed conirols interest rates, bt what it actually controls is only an interest rate, the rate in the overnight
federal funds market. And this interest rate 15, i itself, of very little economic importance,

Mormally. however, a fall in the federal Tunds rate indirectly affects financial variables that do matter; it leads 1o
higher stock prices, a weaker dollar and - above all - lower long- term interest rates. Goldman Sachs economists
have incorporsted these variables into a "financial conditions index" that, they show, has historically done a
very good job of predicting fiture economic performance.

Based on past expenence, vou would have expected the Fed's dramatic rate culs since Januwary 1o lower the
Goldman Sachs imdex by about five points - enough to produce a roaring 2002, In fact, however, the index has
fallen enly abour halla point, largely becavse long- term interest rates have nol fallem at 2ll. The Fed, in other
wirrds, 15 getting almost no bane for s bucks, ‘Why?

Part of the explanation is self- defeating optimism. Bond traders continue o believe, despite mounting evidence
tor the contrary. that Mr. Greenspan i1s a magician - that he will soon conjure up another dramatic boom, and will
then raise interest rates to cool a red-hot economy. Tronically, this very belief helps keep long-term rates high,
and thus ensures that no such boom seems imminent
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And then there's the federal budget. Just months ago we were dazzled with projections of huge federal
surpluses: there was enough money. the Bush administeation insisted, 1o have a big tax cut, increase spending
and s1ill pay off the federal debt. But on Tuesday Paul OMeill quietly asked Congress 1o raise the federal
povernment's debt ceiling - something he had previously said would not be necessary until 2008 at the earliest.

Has the sudden return of federal deficiis had an impact on long-term interest rates? OF course 1l has. Just a few
monthe agoe evervone expected the federal government to pay off its debt, drastically reducing the supply of
bonds; now it turms out that it will actually be horrowing money. Inevitably this depresses bond prices. which is
the same as reising long- term inerest rates, So the rapid deterioration of federal finances is pan of Mr.
Cireenspan's problem. {Has the negative impact of the tax cut on the economy via its effect on interest rates
outweighed the positive effect on consumer spending? Yes, on any reasonable caleulation. )

Mir. Greenspan, then, finds himself with much less ability to move the economy than anyvone expecied. And it's
partly his own fault. Afier all. be did muech to cultivate the mystique that now furns out to be a handicap. And
let's not forget that he intervened decisively on behalf of large tax culs back in January, when he urged Congress
1o prevent what he then saw as a great risk: that surpluses would be too large, and that the federal debt would be
paid off oo quickly.

It might be helptul it Mr. Greenspan would now say something to dampen self-defeating belief in a sudden
econemie turnaround. 1t would be even more helpful if he would concede, however indirectly. that he gave
Congress bad advice last January: that might prepare the ground for an eventual return o fiscal responsibiliny.
But the Fed chairman, who was quite willing to intervene in fiscal politics when that was helpful to the Bush
administration. has gone oddly silent on the subject now that those surplus projections tum out o have been bad
selence [otion,

Mayhe Mr. Greenspan deserved that Enron Prize after all.

Copyright 2001 The Mew York Times Company | Privacy Information
SIS
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The Washington Post
IN THE LOOP

Stand by Me

By Al Kamen

Fraday, December |4, M l'u,g-: A45

Hill folks, starting Wednesday alternoon, kept hearing odd outbursts and shouting coming from various House
and Senate offices. They wondered what it could be

Mystery solved! Seems Rep, Charlie Whitlow Morwood Jr. (R-Ga.) issued a press release Wednesday
headlined: "Norwood Demands Mation's Leaders Stand By Their Word on Patient's Righis,"

Hath parties in Congress as well as the White House, he said, were "committed to passing a real patient’s rights
bill before we po home. L@ feel it's predent 1o remind them of their promise, and point out every possible
avenue for them to honor their word ™

Mow, the last time we checked back in the summer, Norwood and a key group lawmakers were working
together 1o fashion a compromise bill. The bipartizan group included Reps. Greg Ganske (R-lowa), John 1,
Dringell (D-Mich. ) and Marion Berry (D=Ark.) and Sens. John MeCain (R-Ariz ), Edward M. Kennedy {D-
Mass ) and John Edwards (D-R.C.

Some of them still remember Morwood =aying something like this us be went off to a meeting with President
Bush: "1 promise, 1 give you my word. | will never make a deal without coming back to you.”

Alas, as we now know, Morwood did cut a private deal with Bush, infuriating the others,

s thar shouting T Just the reactions of some of those lawmakers when they saw WNorwood's "demand " that
people keep their word.

"If Charlic had kept his word in the first place,” Dingell said, "we would already have a patient's hill of rights.”
Morwoed spokesman John Stone disagrees, The bill they wanted might have passed Conpress, he said. but i
would have been vetoed. “On that point, Charlie and the others thought differently.”

Morwood's folks, who say he only promised not to cut a deal on behalf of the group, were not surprised by the
reaction. "When we put that [release]| out.” Stone said, "we thought we'd ruffle some feathers.” Bul now, he
said. "let's get a hill passed.”

Dear Anon: Prove It

Note to that Loop Fan who forwarded seme excellent comments by Treasury Secretary Paul H. O'™Neill: Very
glad “the quotes are accure,” as you say, but need 1o know how you know this before we can print them. Don't
need to use vour name or identfy vou moany way. Please e-mail o kamena@washpost.com. Thanks,

Osama Bin or Dust Bin

The Amencan media will doubtless give plenty of air time. probably through the weekend, 1o endless replayings
of the latest Osama bin Laden video, now that the administration has released it.

And the Voice of America will also allow its listeners overseas to hear the terronist's words, despite somewhat
contrary instructions Wednesday in a special memo from VOA director Robert B, Reilly,

In the memo on how (o handle "imerviews with members of lerronst organizations,” Beillyv eited congressional
language that "the YOA will not air interviews with any official from nations that sponsor terronism or any
representative or member of terronst organizations. ., "

This was not happily received by some staffers who think of the VOA as a legitimate news-gathering operation,
rather than o povernment Lol

Hut Keillv vesterday told a staff meeting that it would be fine to air things like the latest from bin Laden so long
as reporters didn' give such people soaphoxes to simply spew their venom. Guess that means that poem Osama
recited won't be in the broadeasis,

One Card Short of a Hand

'he Export-Import Bank, which gives loans to companies exporting oversens, always seems 1o have trouble
getting a quoruny 1t virtually shut down a couple vears ago and now the five-member board is once again
having trouble. There are three members, but word i Chairman John E. Robson has been ill. so the bank hasn't
heen able to act on big projects.

Thene are two nominees pending at the Senate - Texas banker Edvardo Agmmre Jr. and former Trade and
Development Agency director 1. Joseph Grandmaison -- but they've not been confirmed.
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Rapt in the Flag

4 simmering flag flap at the Justice Department annex at Sixth and 1 Strects NW iz coming to a happy ending,
Lawyers in the rented office building, heme o folks from the enviro, ¢ivil rights and anti-terror operations,
started lobbying for a (ag immediately alter Sept. 11,
Sources tell our colleague Mare Fisher that the lawyers were first told by lower-ranking officials that it couldn't
be done for scourity reasons. So thev checked with the head of security. He told them, a source said, that "if we
Mew the flag it would make us a potential 1arget.”
The lawyers protested. "There are far more people sacrificing far more,” one of them said, "and to not be able w
have that sign of solidarity is really frustrating.”
S0 some of them went out and 2ot a Dag:, the building already had a pele, But the flag they boughtl was oo
small and kept geming wrapped around the pole and some wires, a department spokeswoman said. S0 someone
had 10 come out with a cherry-picker and unravel the mess.
But waord is the department is now getting one the right size so it won't get tangled. Old Glory is expected to be
Mving proudly perhaps by the end of next week, Meanwhile, some folks wonder, how aboul some prominent
displays of pictures of Buosh and Viee President Cheney?

a0 200 The Washington Post Company
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The Washington Post

Economic Portents Are Hazy

Jubs Market, Retaid Sales Point to Dhifferent Futures

B John M. Berry

Washington Post Staff Writer

Friday, miber 14, 2001 Page E0

As recessions plav out, economic indicators often become confusing and swing erratically from one direction to
anoiher.

Retail sales plunged by a record amount last month, following a record gain in October and a severe drop in
September, the Commerce Depariment reported vesterday.

Beanwhile. the job market's deterioration appears 1o be slowing, according 10 other Deures released by the
Labwr Depurtmeni.

Amd while economists debate whether the recession is nearing an end or hanging on for a while, some business
execitives are becoming less gloomy, Treasury Secretary Paul H. O°Neill said Wednesday.

"There are a lot more people sticking their heads wp and saying they are seeing a glimmer of sunshine." said

O Redll, wh, as former chaieman of Alcoa, mantains many comacis with business execulives,

The sales report. however, was not sunny. Retail sales fell 3.7 percent in November, reversing more than half
the extracrdinary 6.4 percent gain in October. The October jump waz due 1o a huge increase in motor vehicle
sales tnggered by autemakers’ offers of no-interest financing and other incentives. A decline had been expected
because auto sales couldn't comtinue at their record pace.

Mevertheless, non-aulo sales also fell 0.5 percent last month, though most of that drop was due 1o a 6.3 percent
decling in spending at gasoline stations because of sharply falling prices at the pump.

The weakness in retail sales "was broad based." said economist Gerald [, Cohen at Merrill Lynch & Co., "with
avte gales plunging 1.9 percent, miscellaneous retail sales falling 2.3 percent and catalogue sales down 1.1
porcent in Movember. | . Excluding autos and pasoline, retail sales eked out a 001 percent gain.”

A far bnghter prece of cconomic news came from the Labor Depariment, which reported a fall in the the number
of people Aling initial claims for unemployment benefits, 1w 394,000 in the week ended last Saturday, from
SEOM) the week before, That whopping 86,000 plunge left imtal claims at their lowest level in three months,
“IT jobless claims remain o that level, 1t would signal the recession 1= nearning an end,” Cohen said. "However,
we don't think that is yet the case and expect the recession will linger thrnu.gﬁ the winter."

Federal Reserve officials indicated Tucesday that they share concerns about a lingering recession by cutting
short=term interest rates for the 11ih time this vear. At the same time, in explaiming why they trimmed ther
targel for overmight interest cates to 1.75 percent -- the lowest in 40 vears -- they noted that the “weakness in
demand shows signs of abating, but those signs are preliminary and tentative,”

Minuies of the previous Fed policymaking session, on Moy, 6, were released vesterday. They contained no hint
that any of the otficials were seeing even tentative signs then that the economy's downward slide might be
-L".EL‘C'II'IE.

Take inital claims for jobless bepefits, for instance. Cloims had spiked as high at 535 0060 10 the week ended
sepl. 29 as firms laid off workers in the wake of the Sept. 11 terronist attacks, They remained close to the
S00.000-per-week level prior to the Movember Fed mecting.

Later last month, the number of new claims began to decline generally, intermapted by some weekly increases.
Last week's 86,000 decline lowered the much less volatile four-week moving average for claims to 450,000,
well below the level of 515 or eight weeks ago,

In addition, there were signs that some of those without jobs were linding new employers. The total number of
benefit recipients rose to almost 4 million by the middle of last month before fatling 1o 3.62 million late last
mamth and rising modestly 10 366 million in the week ended Dec. 1. Meanwhile, the so-called insured
unemployment rate — the share of workers covered by unemployment insurance who have lost their jobs — fell
1o 2.8 percent from arccent high of 3.1 percent.

"Taken at face value, the lower level of initial claims indicates that the wave of new claims precipitated by the
events of September |1 have abated,” said economist Ken Kim at Stone & McCarthy, a financial markets
research firm. " Whether this momentum torward a lower level of claims can build 15 stll a question mark, but at
least it's a start wward an improvement in labor market conditions and the economy as a whole."

Cohen said his economic forecast assumes that continuing layoffs will cause consumer spending 1o "soften
further in coming months.” However, because of the strong sales in October, consumer spending for the final
three months of the vear is likely to be up at a 2.5 percent annual rate, after adjustment for inflation. Cohen said.
But a lot of the merchandise being bought is coming out of stocks of unsold gonds -- that has certainly been the
case with automobile dealers, Since production is not keeping up with sales, the forecast predicts the overall
economy will contract ot a | percent annual rate in the October-December period,
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Another report released yesterday by the Labor Depariment showed that inflation is not a problem. Producer
prices for finished goods declined 0.6 percent last month following a very large 1.6 percent drop in October, the
department szid. Both declines were primanly the result of energy prices moving down - by 7.7 percent in
Cwctober and ancther 3.8 percent last month.
he department's index measures chanpes in the |‘_|-1':||;‘;|._~; pmduﬂﬁm charge when they first sell a completed item.
In many cases these are the same as wholesale prices, but in some instances they are not.
Ower the past two months, producer prices for gasoline have plunged by nearly a third - by 21.2 percent in
October and another 10.3 percent last month. Home heating oil prices are ofl nearly as much and residential
natural gas prices, which dipped 2.6 percent last month, have declined for 10 months in a row.
Excluding volatile food and energy prices, the remainder of the index for fimshed goods prices rose 0.2 percent
liast month after falling 0.5 percent in Oclober.

a1 2001 The Washington Post Compaiy
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The Washington Post

Focus on Bankruptey Reform
Lnron Failure Spurs Bid to Clanly Treatment of Derivatives [
Hy Kadhleen Dy 1
Washington Past StafT Writer
Friday, December 14, 2000 Page E03
Enron Corp,'s financial mehtdown has rekindled interest in an obscure item in the bankruptcy legislation now
atalled in Congress that would let companies, in the event of insolvency, quickly settle a host of complex
financial contracts known as derivatives,
Al stake are the value of tens of billions of dollars of conteacts - ne one seems to know the exact amount — that
Enron has with hundreds of trading partners, from giant banks such as 1P, Morgan Chase & Co. and Citigroup |
to epergy companies such as El Paso Corp. These traders want to be sure of their right to match up losses and
gaing on these contracts so they can come up with one overall amount owed (o them, not wait in hine for
repayment on cach contract like regular creditors.
Even more important, in the eyes of federal financial regulators such as Federal Reserve Chairman Alan
Crgenzpan and Securities and Exchange Commizssion Chairman Harvey PHL is the health of the LS, financial
syslem. Regulators worry that the financial system could be thrown into chaos if the legal certainty of being
able 1o seltle these complex contracts during a bankrupiey were called into question.
Ciccenspan met vesterday with House Financial Services Commitiee Chairman Michael G. Oxley, (R-0hio) and
House Judiciary Committee Chairman F. James Sensenbrenner Ir. (R-Wis_) 10 discuss the possibility of clearing
up the matier by passing legislation this vear separate from the bankruptey bill,
When Enron filed for Chapter 11 bankruptey protection Dee, 2, its derivatives trading partners matched thl:Lr
[_.unw and losses on their outstanding contracts. Creditors worry that Enron may try to cha]]c:ngc sormwe of tha

"netting” arrangements because bankruptey low does not explicitly allow for such netting in the case of the neu
kinds of derivatives that Enron and others have created since bankrupicy laws were last revised in the 1980s.
Repulators have worried about the issue for vears, Those fears were heightened theee years ago, when Long-
Term Capital Management, a giam hedge fund that relied heavily on derivatives, J1Lar|'l.r collapsed,
Cireenspan. Pl Treasury Secretary Paul H. O'™eill and other bank n:gulatnm an Oct. 31 sent a letter to House
Speaker 1. Dennis Hastert (R-111) emphasizing the importance of passing a netting measure. even if lawmakers
couldn't agree on a more comprehensive bankruptey reform package.
The 13sue was highlighted yesterday when several Enron creditors asked the bankrnuptey court to appoint
somenns 1o oversee the netting agreements with Enron. A lawver familiar with the talks said that some creditors
worry Enron may challenpe some netling agreements to try to reduce the amount of money it owes.
The lawver pointed out that Enron has not indicated "in any way" it might mount such a challenge, but noted
thar creditors still worry because billions of dollars are at stake and the possibility of a challenge still exists.
So far the Enron bankruptey has not disrupted the derivatives trading market. Lawvers for creditors said,
however, that disputes over final netting amoums could arise, At least a few wonder if Enron gave any of its
largest creditors, such as JP. Morgan, preferential netting treatment to secure additional loans from the bank.
A LP Morpan spokesman declined to comment. Enron spokesmen did maot return calls.

0 20071 The Washington Post Company
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The American Banker

[ecember 14, 2001, Friday

SECTION: WASHINTON; Pg. 4

LEMGTH: 285 words

HEADLINE: In Brief: ('Neill Discusses Stimulus with Execs
DATELINE: WASHINGTON

BOY
Treasury Secretary Paul O'Neill met with several members of the linancial services industry Thursday morning
to discuss pending legislation and the declining economy, industry sources said.

According to the sources, Mr. O'Neill, who attended alcmji-, wilh Peter R. Fisher. the umder secretary for domestic
finance, and Sheila Bair, the assistant seeretary for financial institutions, stressed the importance of ]]:_IIEEiI'IE. the
economic stimulus package before Congress adjourns for the vear. Mr, O'Neill reportedly said that the next two
davs would be critical to its chances of passage.

The group of industry represeniatives also talked about efforts to pass terrorism insurance legislation, the
sources said, Mr. (Neill appeared hopeful that a Senate bill would be passed soon, but many of the
representatives were concerned about the cost of complying with new anti-laundering regulations, though they
expressed support for the administration's effons,

M, O'Meill also reportedly discussed the general state of the economy. The group briefly touched on Enron, and
he commented that itz collapse raised many complicated issues that would need to be looked at, the sources
said.

The participants included Marc Lackntz, the president of the Securities Industry Association; Diane Casey, the
president of America's Community Bankers; Kenneth Guenther, the president of the Independent Community
Hankers of Amenca: Roger Levy, the senior vice president for Citigroup Inc.; Cory N, Strupp, the chief lobbyist
for 1P, Morgan Chase & Co.; Steve Bartlet, the president of the Financial Services Roundizble,

Copyright ¢ 20000 Thomson Financial. All Rights Reserved. httpzwoww amernicanbanker com
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A Big Stick: The U.S. Won't Take 'No' for an Answer At Paris Steel Summit
Bid 1o Cut Global Capacity Comes With the Threat OFf Major Boost in Tariffs

"Stop Me Before 1 Kill Agmn'
By Robert Guy Matthews
Staff Reporter of The Wall Street Journal

On Mondav, kev officials from the world's top steel-producing countries will gather at a summit in Paris to
deliver the following answer o President Bush's proposal that they cut steel production: No. Nyet. lon.

Their expected refusal will set the stage for 2 nasty confrontation, pitting the LLS, and the clout of the world's
higpest steel importer against the exporting interests of the European Union, Russia, Japan and Brazil. The
timing, too, is less than ideal. These pations make up a large part of the international coalition Washington has
coaxed together 10 support its campaign against Eeronsm

But then it also is crunch time for the domestic steel industry. Twenty-eight steel companies have filed for
bankruptey protection since 1997, including the nation's third- and fourth-largest. In an extraordinary bid 1o
salvage the indusiry, last week USX-1.5. Stee] Group proposed buying its troubled competitors Bethlebem
Steel Corp., Mational Steel Corp. and Wheeling-Pittshurgh Corp.. il the government would pick up a $13 billion
tab for retiree costs,

President Bush is in effect telling the global industry to become a kind of cartel or kiss the U.5. market
goodbye, The LS. Intemational Trade Commission last week recommended that President Bush tack on
additional wariifs ranging from 3% to 40% for key steel products. President Bush could threaten next week to
leave the doors of the 115, market open only a very costly erack if the world's steelmakers don't agree to culs -
cuts that could wipe oul several forcign steel companies. Hit especially hard: steelmakers in Russia, Brazil,
Japan, and South Korea, which pely heavily on exports to the LS.

A champion of free markets, President Bush is pushing protectionism on behalf of an industry that has
diminished in size and imporance in the past 20 vears as more global forces have made their way into the LLS,
market, taking advantage of steel's bloated cost structure, Yet, even as the work force is at its lowest level in
decades and the number of steel mills has greatly diminished, steel continues to play a huge role in the industrial
base of the country, providing paris for cars, washing machines and homes. Moreover, the travails of the steel
industry affect the tax base of communities and states. and the health of industries that consume steel and supply
steelmakers.

vir. Bush savs a healthy steel industry also is vital for national security, although some guestion that point. And
steel could be crucial for the president's political career. The industry remains big in swing states such as
Pennsylvania, Ohio and West Virginia. where a good portion of 600,000 retired steelworkers live. West
Virginia. in particelar, could be key o the 2004 presidential election, Mr. Bush scored a surprise win there kast
vear, and he has gince taken pains to address the concerns ol the steel industry.

Countries around the world have similar concerns. They also don't want to lay oft their own workers so that the
wotld's steel industry ean eliminate capacity. And it could cost millions of dollars to make sure that shuttered
steel mills don't become environmental hazards,

1) Trade Commissioner Paseal Lamy, speaking to the UK. Steel Association Thursday in London, said the

L1 %, was essentially tryving 1o place the entire burden on other countries. Mr, Lamy wamed against conducting
“international negotiations with a gun o the head and a policy best summarized as 'stop me before [ kill again.™
Mhe trade commissioner vowed 1o Lake the U5, before the World Trade Organization if it carries through on the
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tarifl threat.

Clearly. the stakes, as well as tempers, are high, Each of the countrics 1s adamant about protecting its own jobs
and industries. and each will present its argument as 1o why others should make the cuts. And that's where the
real fight is going o be: on the question of which countries are going to bear the burden.

It probably won't be the EU. Japan and the U5, but rather Russia, Brazil and Korea. Russia and Ukraine are
expected 10 shoulder most of the cuts because their producers are much weaker and not as well connected to the
World Trade Organization and produce far more than they need. Russia and Ukraine produce 13% of the
world's steel hut consume only 5%, By contrast, China, the world's top producer, uses most of its output
domestically,

A global steel cartel along the lines President Bush is demanding could reshape the economies of every major
industrial nation. 10 history offers any guide. the results might mirror that of the global aluminem industry.
which agreed in the 1990s to cut production. In that case. the governments of the U5, European Union,
Morway, Australia, Bussin and Canada, the world's primary aluminum makers, first agreed to a two-year limited
production cut ranging as high as two million tons. And while less than one million tons was taken out of the
world market. the move had the desired effect: Prices did jump, as much as 20 cents a pound, from 56 cents a
pound.

Aluminum has been largely profitable since, henefiting those countries and their producers who agreed to cul
production valuntarily, though at the cost of lost jobs within the industry and higher prices for consumers from
acrospace (o beverage makers. President Bush's Treasury secretary, Paul O'Neill, was a key organizer of the
aluminum effort when he was chief executive of Alcoa Inc.

In Seplember. the Bush administration convened a steel summit in Paris and essentially told the world it needed
10 cut steel production. All the countries agreed in principle, Last year, the $240 billion world steel industry
churned out 347 million tons of steel, about 40 milll:?;:n tons more than users could consume, continuing a trend
that has depressed the world's steel prices, The trend benefits steel users, such as suto makers and construction
companics. but 1s destroying steel producers.

One reason for the billowing praduction iz that governments, including the ULS., continue 1o support even
marginal sieel production through emergency loans and other subsidies. Moreover, demand has comtinued to
arow and each company and country figures it should be the ene supplying that growing demand. Smaller
countries, 100, have found that they can make lots of meney and improve the standard of living of their people
by exporting to richer ones.

Since the Seplember meeting, President Bush has sent representatives around the world 1o get them to come up
with a responsc. identifying where production cuts could be made.

I'he problem is that all the countries, including the ULS., say they have already made cuts and can't or won't
make more, Domestic steel producers say they have already cut 20% of capacity and can afford no more. "We
have done our part.” trumpeted Grant Aldonas, underseerctary of commerce for international tracde and chiel
steel negoliator at the upeoming Paris summil; he was speaking at a steelworker rally outside Pinsburgh
Monday. “We have adjusted and done what's needed to be done. No one can tell me we have ot borne our fair
share and more. The acid test will come next week when we take that message o some people who do not want
1o hesar i1,”

Foreign steel producers and their governments say they have litde sympathy for the ULS. industry, saying its
financial woes reflect poor management and outdated labor practices, "The LLS. steel industry needs 1o put its
own house in order,” said the F1I's Mr. Lamy. "This should not be done at the expense of those who have
alreadv done =0."

Because steel is a basic industry, couniries are reluctant to rely on imports. That argument has taken on added
urgency since Sept. 11, The administration, steel producers and the United Steelworkers of America have
passionately argued that the U5, is at war and needs a healthy steel industry to support that effort,

In fact, last year less than 1% of steel production went into American tanks and military ships. War tools
generally require lighter metals such as aluminum or composites of specialized metals, such as titanium, which
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aren't direetly tied 1o the proposed cuts in capacity. The Bush administration argues that while steel doesn't go
directly into tanks, it's neaded to build trucks, bridges, buildings and essentially maintain the nation's
infrastructure, more vulnerable than ever since Sept. 11

%r. Bush's push to climinate steel capacity has yet 1o address the environmental and employment issues. 1T also
fails to provide guidance as to who becomes the world's steel policeman, ensuring that the countries that agree
to cut production stick to their agreement. This is where it becomes sticky. Legally, sicel companies can't ger
together and limit capacity. That would break antitrust laws, To get around that, Mr. Bush. strictly speaking, is
negotiating with the governments to agree Lo urge their steel industries to cut back on production.

Steelmakers in Europe have already pone through tough restructurings, resulting in fewer, bigger companies.
Fwoethirds of Eurepe's annual production, about 176 million tons, comes from six companies, while two-thirds
of production in the U.S., about 110 million tons, comes from 12 companies.

France's Lsinor SA. Luxembourg's Arbed 54 and Spain's Aceralia are completing a 33 billion merger o
become the world's largest steelmaker. to be renamed Arcelor. In 199%, Thyssen AG merged with Fried. Krupp
AG Hoesch-Krapp to form ThyssenKrupp AG. Also in 1999, Hoogevens of the Netherlands merged with
British Steel to form Corus PLC. Since then, Corus has cut 10,000 jobs, The company thiz vear has announced
6,000 layofls -- about 12% of the work foree -- because of the downturm in steel. Corus alse announced a 200
cul in its production this year.

While not big exporters to the U5, EL! countrics have a lot to lose if the ULS. enacts severe trade restrictions.
Fareign steel that wasn't sold in the 118, probably would be diverted to Europe and would flood the EU with
cheap imports. Prices would plummet and steelmakers' losses would deepen just as the industry is trying to
rebunld. Imports have already siarted their shift into Furope. [n 1998, Europe was a nel exporter of steel. Last
year, it became a net importer. From 1995 1o 2004, steel capacity tell 6.8%.

High-level talks in Scoul concluded at the end of November with South Korean trade officials saying they have
already cut capacity, about five million tons, since 1997, Though they agreed 1o lower output more, they gave
no specific fgures, "We are in a position to offer cooperation, not responsible for making drastic cus.” said
(hei Hyuck. deputy minister for the Ministry of Foreign Affairs and Trade, al a news conlerence at the end of
November, "Since 1t is the United States that is having many problems in the steel industry, we believe the
country shoubd 1ake the lead in the reduction movement, thus becoming a model for the rest of the world.”

Even before next week's meeting, foreipn steel producers are trving to work out special deals for themselves.
Steel producer OAD Severstal, the largest Russian exporter to the 1.8, says that it would cut capacity if Mr.
Bush “1s ready 1o negotiate existing limitations placed on Russian steel imported into the U.8," said Alexander
Tumanoy, sales manager for Severstal. In Brazil, options are being guarded. "This is like a poker game and ne
one wants 1o open his hand,” says Jose Ammando de F. Campos, chiel executive officer of Brazilian steclmaker
Companhia Siderugica de Tubarao, or CST.

Imdia says that althoueh it won't cut cup.'.u_'.'il_}'_ il also won't increase it Japan, which rejected outright President
Bush's mandate of a countryv-by=-country steel-cut tally, has put on the 1able a "nonbinding rarger” of eliminating
20 million tons of capacity within three vears, according to Japan's Mimstry of Economy, Trade and Industry.
‘The cut would leave Japan with 125 million tons of capacity, but the country expects (o already be sclling far
less steel anyway (just under 100 million tons next year) because of the weak market.

Peter Marcus, chief analyvst at World Steel Dynamics, says that Mr. Bush's cut to a more manageable 800
million tons doesn't go far enough. He says that production cuts of 30 millien w 40 million tons will eliminate
ihe excess capacity and get the number down to 800 million, but the plan fails to take into account huge steel
inventores that need to be worked off. "From my point of view, production should drop to 750 million tons,” he
STV

He doubts that the steel industry, even with the threat of import restrictions by Mr. Bush, would drop to those
levels so quickly. In fact, some steelmakers may increase production. Analysts predict that South Korea's
Pohang Iron & Steel Co.. the second-largest steelmaker in the world, will increase production by nearly 2% next
i
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Paul Hotheinz in Brussels contributed to this article,

Countries of Sueel
Top 10 steel-producing countries, in millions of metric tons
China 127.2

Japan 06,4
L5, 1M11.5
Russia 9.1
Crermany 44
South Korea 43,1
Ukraine il4
Brazil 274
Indha R
[taly 26.7

Source; World Steel Dynamics
'l.'!l.””
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Treasury to Reverse Clinton-Era Rules On Research Credits
By Tom Herman
Staff Beporter of The Wall Street Joumal

Reversing a Clinten administration positien, the Treasury Department soon will propose FWeCping revisions to
rules governing tax credits for business research, making it easier for many companies to shave their tax bills.

Al issue 1s how 1o interpret complex requirements for a credit that already saves 1.8, companies billions of
dollars. A congressional staffer estimated earlier this vear that permanent extension of the credit. which now is
scheduled 1o expire in mid-2004, would cost the Treasury about $47 billion through 2011.

Treasury officials suy the proposed new rules would replace a heavily eriticized regulation issued by the Clinton
admimistration in early January, less than three weeks before President Bush was sworn in. The National
Association of Manufacturers amd other business groups assailed that regulation as being too restrictive in
defining what types of research qualify for the credit. Critics also said the Clinton Treasury rules included
overly burdensome documenialion regquiremenis,

Treasury Secretary Paul O'Neill quickly froze the previous regulation and promised a fresh look at the subject.
Among the changes in the new regulation, which could be proposed as carly as today, is the elimination ufl an
unpopular provision, known as the "discovery test,” that business leaders say represents a major obstacle 1o
taking advantage of the credin

The Clinton Treasury regulation required that "qualified” research must be undertaken to "obtain knowledge
that exceeds, expands or refines the common knowledge of skilled professionals in a particular field of science
or engineering.” Crtics say it was an unworkahle rule that led o major, time- consuming disputes with Internal
Fevenue Service agents and wasn't even intended by Congress. A Treasury ofTicial says this test has heen "the
single greatest source of controversy” between businesses and the 1RS in figuring out what type of research
qualities for the credit.

"We need to use every tool available to encourage growth, investment and job creation in our economy,” Mr.
O'Meill said late yesterday. "The elimination of the discovery test will make it casier for businesses to qualify
for the credit in the course of developing new products.”

Preasury and [R5 officials say more than a quarter of the andit resources at the IRS's large and midsized
business division have pone into examining claims for the research and experimentation credii.

Another change that will be proposed would case record-keeping burdens, a Treasury official says, Under the
Clinton tule, businesses had to "prepare and retain wrilten documentation before or during the early siages of
the research project.” according 1o the proposed new regulation, which will change those requirementis,

Treasury and 1RS officials "recognize that the research credit presents a particular burden for taxpayvers” because

of such requirements, sccording 1o the proposal. They also make the [TRS's job diffreult
The proposed new rules generally would be effective for tax years ending on or after their publication date in

the Federal Register. But the proposal alzo says the ITRS "generally will not challenge retum posilions consistent
wilh the proposed regulations." Thus, businesses can rely on the proposed new rules until hinal regulations are

published.
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The proposed rules include examples of which types of research would and wouldn't qualify.

The Bush admimistration proposal says the Treasury and [RS have decided that the Clinton Treasury's definition
of qualified research "does not Tully address Congress's concerns regarding the importance of rescarch activities
e the LIS, coonomy.”

A public hearing on the subject is scheduled for March 27, at IRS headquarters in downlown Washington.
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Tech Firms Are in Position to Benefit Most From Stimulus
By Shalagh Murray and John D). MeKinnon
Stafl Beporters of The Wall Street Journal

WASHINGTON - The $106 billion stimulus hill has sparked an intramural battle among corporate lobbyists
over who will get the biggest picee of the tax-cut action,

For the moment. high-tech companies appear o be winning that battle. The Information Technology Industry
Council - with members such as Intel Corp. and Dell Computer Corp. -- has won the backing of President Bush
and top Democratic and Republican legislators tor its pet idea of "accelerated depreciation.”™

The goal 1= 10 jJump-start stalled demand for compulers and other capital equipment by allowing customers to
write ofT more of the cost up front.

Ihe chiel lobbyist for the high-tech group is Ralph Hellmann, who until Friday, Oct. 26 was a top aide to House
Speaker Dennis Hastert, Afier taking the weekend off, he started working on Monday, Oct. 29 for the group.

Mr. Hellmann's apparent success may come al the expense of the National Association of Manufacturers and
stalwans such as General Motors Corp. and General Electric Co., whao seem to he losing a once-promising hid
to repeal the corporate alternative minimum tax. That tax is aimed ot preventing companies from avoiding axes
by building up credits and deductions, and generally requires them o pay a minimum of 20% of their profits in
federal laxes.

Ihe stimulus bill passed by the House in October provided $25 billion in relief from the minimum tax next year.
But it also included a refund of AMT credits that companies have piled up since the ax was enacled 15 vears
auo The proposal came under enticism as a bailout for big business, and AMT repeal 15 being scaled back. and
may cnd up being worth as little as $4 billion.

Oiiber compames and trade eroups are madly sceambling to insert their own ideas belore (he White House and
Congress seal the deal. With nepotiators now making progpress on the specifics, the House hopes to vote ona
final ball as early as Tuesday.

Eli Lilly & Co.'s Chief Executive Sidney Taurel met with Senate Majority Leader Tom Daschle and Treasury
Secretary Paul OFfeill during a Movember Washington visit, 1o press for a preposal allowing multinationals te
repatriate more money from oversens subsidiaries. It would bring in an estimated $135 billion to the U5,
ceonomy next vear, while raizing money for the government in the short run, and cost only about 54 hillion over
0 vears. AL Howse Majority Leader Dick Aormey's Christmas party, a lobbyist for the Telecommunications
Industry Aszsocigtion buttonholed the Texas Republican to press for a high-speed Intermet-access tax credit

Mining companies have persuaded Utah Republican Sen, Orrin Hateh to back legislation allowing them to write
off losses from the carly 1990s, Insurance company AIG wants to be able (o write ofT domestic losses even if
foreign earnings make the overall company profitable -- a change from current practice requiring a company 1o
lose money overall to guality Tor such a break,

Will any of these be in the bill? No one knows for sure. but all are ripe for last-minute inclusion, depending on
how the deals main preces Gall into plece, Stmulus negotiators spent vesterday hashing out details of health
coverage for jobless workers, while also fighting to keep their favorite tax provisions alive. For instance, House
Ways and Means Chairman Bill Thomas -- the lead backer of AMT repeal among nepotiators -- floated the
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possibility of sidelining the aceeleration of individual income rate cuts, which Democerats loathe, and keeping
AMT repeal intact. But that angered other Republicans, who preler the rate cuts.

[eading negotiators say the package's contents won't likely be known until the horse-trading stops in the final
hesirs,

“They all have ultimately some degree of stimulus to them," Wayvs and Means Chairman Bill Thomas says of
mast of the measures on the tuble, "The problem is, there's not enough honey in the pot.”

The current feeding frenzy among corporate tex lobbyists resumes a scramble that began at the beginning of the
year when President Bush introduced his 1.7 trillion tax cut, the first such major bill to move in 20 years.
Preferring a package aimed at individuals, Mr. Bush persuaded his corporate backers 1o stand down, suggesting
they would pet a piece of the next big tax cut to move. Businesses dutifully withdrew their demands and
strongly endorsed the spring tax hill largely made up of income-tax culs and estate-tax repeal.

Then came Sept. 11 and its economic fallout. A bipartisan consensus quickly emerged that a new stimulus bill
of iy cuts and spending inereases for the unemploved was needed.

Busimesses saw their chance,

From the get-go. the two higgest items on the corporate wish list have been speeded-up depreciation and relief
from the aliernative minimum @x. While many companies would benefit from both provisions, they would
wuork through the economy in differemt ways, The faster clafion plan would make capital equipment, and
particularly computers, cheaper for companies. and would ideally encourage them to buy more -- or at least stop
canceling orders,

Repealing the alternative minimum tax, on the other hand, is a cherished goal of many manrufacturers,
particularly those that invest a lot in heavy equipment, such as mining companies and automakers. It wouldn't
directlyv spur demand for their goods, but it would give them, in some cases, billions of dollars in cash.

For depreciation backers, the goal has been to get a three-vear, 30% bonus. That means a company buying, say,
a persenal computer, could write off 30% of the computer’s value in the first year of the purchase above and
bevond what is allowed under current law. Hackers want the credit to apply to purchases made for the next three
vears. Both the White House and House Republicans bought on quickly to that plan, but Demoecrats countered
with a one-yvear, 10% bonus,

That is when Mr. Hellmann, the velerun-Speaket’s-aide-turned-lobbyist, went to work. His first calls in his new
joh were o the offices of Mr. Daschle and Senate Finance Chairman Max Baucus, to press high-iech's case for
3%,

The aides assured Mr. Hellmann evervthing was negotiable. Mr. Hellmann then circulated 1o fellow lobbyists a
list of Senate Democrats he thought likely to sign on. The list included tech-belt Senators Barbara Boxer and
Dianne Feinstein of California and Maria Cantwell of Washington; moderates John Breaux of Louisiano and
Ben MNelson of Mebraska; and vulnerable 2002 candidates, including Max Cleland of Georgia and Tim Johnson
of South Dakota, The vulnerable Democrats appeared in bold on the list

The campaign had an impact. Shortly after Thanksgiving, Mr, Daschle began to single out depreciation as a top
prioity, even noting it in a Senate floor speech. "The high-tech community =aid that 15 one of the most
important issues for them,” the South Dakotan said. " That will be a pricrity for us.”

M. Hellmann must sirike a delicate halance. since many of the companies in his group also would benefit from
the repeal of the alternative minimum ta. International Business Machines Corp., for instance, is a member of
his coalition, and would have gained $1.4 billion from the House-passed version. Two other coalition members,
Coming Ine. and Intel, are cagerly seeking the high-speed telephone-line credit.

"We're for those provisions and we always say that," Mr. Hellmann says. "But when | go up te the Hill, I say, if

vou only do one thing. do accelerated depreciation.™ he adds, calling AMT and broadband relief "prionties 2a
andd 2.7
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In the meantime. backers of AMT repeal may be suffering from their earlier victories. The backlash against that
giveaway even made some major beneficiartes squeamnish. GE Chatrman Jeffrey Tmmelt. for one, dide't mention
his company’s $671 million in AMT credits during & recent phone conversation with Sen. Baucus, the Finance
chairman. Ingtead, Mr. limmelt opined that he thought the recovery, when it came, would be demand-led.

He told Mr. Bauens. “1t's all about consumers,™ recalls the senator, who notes that the sentiment i shared by
most of the CEOs he has consulted. As for narrower perks like the AMT credits, Mr. Bavcus said, "1 think the
companies feel guilty even talking about it
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D Greenspan, Oxley Meet; Enron Woes Push Netting Bill

Dow Jones International News Service via Dow Jones
Hv Dawn Kopecki
OF DOW JONES NEWSWIRES

WASHINGTON (Dow Jones j-Federal Reserve Chairman Alan Greenspan met Thursday
with key House lawmakers to discuss this vear's prospects of passing legislation
that clarifies corporate bankrmuiptey laws by allowing companies (o quickly settle
outstanding derivatives contracts in the event of an inselvency.

The once-chscure linancial issue has gained new prominenss amd urgency on
Capital Hill as federal investipators sl through the mess lefl behind by the
Chapter 11 bankruptcy filing of energy giant Enron Corp. (ENE).

The meeasure allows institutions 1o guickly chose culstanding derivatives
contracts with bankruptl rading partners by netiing all the losses and gains of
individual contracts into one deal.

House Financial Services Chairman Michael Oxley, R=Ohio, invited Greenspan 1o
micel with House Judiciary Chairman James Sensenbrenner, B-Wis_, after Oxley held
a brmsing hearing Wednesday on financial impropneties leading to Enron’s
demise.

Complicated, off-balance sheet transactions were the company's undoing. Iis
stock collapsed after a Nov, 8 announcement that the firm had overstated its net
income over four years by $569 million,

Credilors are now liming up o collect on the approsimately 40 billion in
debt owed by Enron.

Of that, roughly 522 billion is on the balance sheet in the form of bank debd,
commodity-transaction (nancing, bonds and other public securities. The
remainder 15 made up of roughly 7 hillion in bonds and hank dekt linked to
other assels in special parinerships, as well as an additional $10.7 billion in
"progect fnance.” a term that tvpacally refers o money lent (o buld power
plants or ml refineres.

"Enron underscores the importance of 1, said Peggy Peterson, Wukcmman for
the House Financial Services Committee of the issue. "The other tactor is the
recesslonary economic climate, the netting provisions would lower market risk.”

Pressure to pass the measure was already building since the Sepl. 11 terronst
attacks shut down LS. financial markets and destroved the Manhattan offices of
many Wall Street brokerage houses.

"Congress should not Tatl (o enact neting legislaton this vear.” Greens
and Treasury Secretary Paul O'Neill wrote House lawmakers a few weeks afier the
attecks. "Further delays would unnecessanly place the financial system at
greater risk.”

Lawmakers are now questioning whether the legislation, which 1= also attached
i a1 broader bankruptey bill in both chambers, could be applied to Enron's
bankruptcy case if the bill passes this yvear. Federal securities officials said
it was unclear whether they could apply new contract netting laws
retroactively,
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Still, Peterson said that Oxley hopes to get the bill passed by next week,
before Congress finishes its work for 20010, .
By Dawn Kopecki, Dow Jones Newswines, 202-862-6637; Dawn. Kopecki@dowjones.com
i Judith Burns contributed 1o this story ) i

(END) Dow Jones Newswires 13-12-01
II0MT
[AP-1J-12-13-01 23030GMT)
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HEADLINE: White House Steps Up Pressure On Senate Democrats For Stimulus Package
Deal.

RODY:

Fewers (1212, Smith) reported the White House "on Wednesday stepped up pressure on Senate Democrals Lo
strike a deal on a stimulus package that President Bush savs is needed to lift the ULS, economy out of
recession.” White House spokesman Ari Fleischer said a "majority of ULS. senators supported a new proposal of
Tax cuts for businesses and individuals and aid for the unemployed that the president had put forward, He said
that it the Democratic-controlled Senate 'had the will' to bring i1 up for a vote, it would pass." Fleischer said,
“There 15 a hipartizan majority of senators who support the proposal the president has made. The logjam is in
the Senate leadership, which needs 1o schedule a vote rather than obstruet the bipartisan majority of the
Senate.” The AP (12112, Anderson) reported the Bush Administration "and Democrats groped for an elusive
compromise Wednesday on economic stimulus legislation that would grant health and jobless benefits for
vietims of the recession and speed up income tax cuts for middle- income Americans,” With the White House
“willing to meel some Democratic demands on unempleyment, sources said Senate Majority Leader Tom
Maschle had opened the door, slightly. 1o the Republican demand for accelerating income tax cuts.” White
Houge spokesman Ari Fleischer said, "The president just cannol imagine that the Senate would leave town
without addressing both those important prionties.” The AP added Daschle “said earlier Wednesday it would be
“‘wlmaost impossible’ for rank-and-file Democrats to support carlier effective dates for any of the income tax cuts
scheduled 10 go into effect in 2004 and 2006. Yet several sources siaid Daschle offered in a late-afternoon
meeting on Capitol Hill with Treasury Secretary Paul O'Neill to reduce the 27 percent rate to 26 percent.” The
AP added, "Republicans continued Wednesday 1o hammer Democrats as obstructionists. The Republican
Mational Committee pul oul documenis quoting Demaocrats as taking eredit for blocking the GOP agenda in
Congress and urging that people put pressure on Democratic senators such as Max Cleland of Georgia."

The Wall Street Journal (12713, Murray, McKinnon) reports, " Trying to push talks on the cconomic-stimulus
package 1o the finish line, Senate Majority Leader Tom Daschle signaled he would try to sell to Democrais an
mmediate cut in individual tax rates i Republicans agree to meet Democratic demands for unemployment
id.” The offer. which "would accelerate a planned one-percentage-poeint cut in the 27%% individuzl income-tax
rale,” wiag "Noated during & breakfast meeting at the White House.™ The Journal adds, "In return for the rate cul,
Mr. Daschle wants Republicans to expand unemployment benefits. especially 1o cover temporary and part-time
workers, and o commit more funds to help jobless workers buy health coverage.”

M Washington Post (12713, A2, Kessler) reports, "The battle over the $100 hillion economic stimulus package
has come down to two critical 1ssues: the administration’s demand that part of President Bush's tax cut be
speeded up and the Democrats” insistence on providing substantial benefits to the unemployed. As of last night,
it was unclear who would blink first, There were signs. however, that a stimulus deal could be reached in a
classic Washington tradition == splitting the difference.” Admamistration officials, "having reeruited the support
of three Democratic centrists for immediately reducing the 27 percent tax rate to 25 percent. assened vesterday
that they would not accept a siimulus bill without a reduction in rates.” The Post adds, "A senior Treasury

et Ticial told veporters that the White House has offered "the middle ground on rate reduction” and that there was
little room for movement.” But Daschle "dismissed the latest White House offer a5 not much more than & rehash
of previouws proposals.”

The Mew York Times (12713, Stevenson) reports, "MNegotiations aboul an economic recovery package himgad
today on President Bush's insistence that H:J].rcﬂ'llun include a cut in personal income tax rates, a provesion that
Congressional Democratic leaders said would be hard for their members to accept.” He Times adds, "Bath
partics said all issues were on the table as the administration and Congressional leaders made one last push 1o
reach a deal on an economic stimulus bill before the House and Senate go home for Christmas.” Bush "tried to
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put pressure on he Democratic majority leader in the Senate. Tom Daschle of South Dakota, by negotiating
with at least three moderate Democrats and a group of centrist Republicans on a compromise proposal set out by
the administration on Tuesday.”

Lott Says Chances OfF Deal 30054,

Op CHN (127020 Larry King inferviewed Senate Minorily Leader Trent Lott, who said President Bush's
concessions on the stimulus package was a “very strong gesture by the President that he is willing 1o consider
differcnt options and make changes and reduce some ::%1 ¢ things he'd like to have and move up in others. It's
called a negotiated process. a negodiating process that leads 10 a compromise. But bere's the point. The President
sy the economy in Amenca needs a boost. We need (o do it. He says 1w Congress. vou know, quit finding a
way nol o do this, Come together, work with me and do it now. Christmas is coming down the road here very
soon, and delay is denial. Delay in getting people their uncmployment and the health insurance coverage they
need while they're unemployed is demial. - 5o the President’s doing all he can, [ have been meeting today with
the Speaker in the House and with Tom Daschle in the Senate and I'm urging evervbody to find a way to say
ves, and 1 do think weve made progress, We were fighting this battle, frankly, on a 100-vard field. | think now
il's between the 40s, and i would be pocd for America 10we did ihis, and that's why the President has shown
movement." Asked if he thought a stimulus package would be passed before Christmas, Lott said. "I think it's a
close eall, 30/50, but | believe there will be a deal tomorrow.”

Payroll Tax Holiday Proposal Gains Support In Congress.

The Minneapolis Star Tribune (12/13, Hotakainen, Mckenzie) reports, "As leaders in Congress try to negotiate
a long=stalled plan w stimulate the nation's economy. one idea 15 suddenly gaiming favor: a one-month payroll
tax holiday tor workers who carn less than 380,400 a year, While Republicans insist on speeding up tax-rate
culs, Senate Majority Leader Tom Daschle suggested Tuesday that Congress instead approve the $43 hillion tax
holidey, which was first proposed by Sen. Pete Domenict, R-N.M." Sen. Mark Davton "endorsed the plan, with
some reservations. “There are better ideas, but it's much better targeted toward working Americans than the rate
reductions at the top,” he said, "

White House's Criticism OF Daschle Could Be Preview Of 2002 Strategy.

LSA Today (12713, Keen) reports, " The White House is pressuring Senate Democrals o pass stalled lepislation
in a possible preview of President Bush's 2002 political strategy. The chiel target for their complaints about
delays on Bush's domestic agenda 1= Majority Leader Tom Daschle, D-5.1." Adviser Karen Hughes
"eomplamed that Daschle hasn't seheduled votes on three priorities: Bush's tax cuts meant to stinulate the
ceonomy, a bill that would give the president more authority to negotiate trade deals and an energy plan to
expand production and provide incentives 1o develop renewable sources. | Hughes is not the first admimstration
official to eriticize Daschle, On Sunday, Vice President Cheney called him ‘an obstruchionist” and said he's
trying to ‘artificially erect barriers o Senate action.'

Hunt Says GOP |s Angry Because Daschle s Effective.

Adbert Hunt writes in the Wall Street Journal (124133, "Republicans, desperate for a demon since Bill Clinton
lefl town, are targeting Tom Daschle. . Implicit in the Daschle attacks is that not going along with a Bush
domestic agendsa is unpatrotic o2 time of war. Sixty vears ago, when there was a declared war and sacrifice
was being asked of Amenicas, Senate GOP Leader BEobert Tafl declared: "Oriticism in & time of war 15 essential
1o the mamtenance of any kind of democratic government. The great Ohio conservative continued to assail
President Roosevelt's domestic policies through much of World War Il and was one of the few politicians with
the courage 1o speak oul against the internment of Japanese-Amencans. . Tom Daschle's real sin, in the eves of
his increasingly venomous Republican cntics. is that he's effective. He shrewdly -- and correctly -- cooperated
with the White House in the national security and anti-terrorism initiatives post-Sept. 11, Mow he wants to draw
Iines and delineate differences on domestic issues. That may drive Republicans crazy. But he's doing precisely
what Mr. Republican, Bob Taft, called for 60 years ago.”

Maore Commentary
The Florida Times Union (127131 writes in an editorial, "Only one out of 10 Americans does not think George

W Bush iz doing well at job Mo, | -« defending the United States.” The Times Union continues, "We cannot
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disagree with the majority. Nor would we argue with the 76 percent of Americans who now agree the right man
was elected last year.” The Times Union adds, "However, the president has two arcas of responsibility. One is
foreten policy. The other is domeste policy.” The Times Union notes, "S5t it would be nice o see a litle more
of the kind of success on Capitol Hill that Bush is having in the mountains of Afghanistan, Tom Daschle may be
le=me of a threat than Osama bin Laden, bur be is wieldimz a little wo much clout for conservatives to Teel
comfortable. Mo matter how many times chads are counted, Daschle didn't make it to the White House,” The
Times Union concludes, "Bush may it be able 1o give his full attention to domestic matiers while he 1s waging
war against a treacherous and dangerous enemy. But surely there are those in Congress and the administration
whu can provide a little more suppor [or their president’s agenda.”
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By

MEW YORK - The euro rallied against the U5, dollar and yen yesterday, as worsening sentiment and technical
lactors combined to pressure the dollar, and a repont of ULS. tolerance for a weaker ven sparked a selloff in the
Japanese currency.

The euro's rise o 113,61, an eight-month high, helped keep the U5, dollar from advaneing.

[n late-aflernoon trading, ven selling reversed after the US. Treasury Department countered the report from
Medley Global Advisors, an influential New York-based consultancy, that cites support from unnamed 1.8,
officials for lapanese monetary expansion and even the purchase of foreign bends by the Bank of Tapan.
Ireasury responded that the report didn’t reflect the depariment's position and that Paul O'Neill, Treasury
Secretary, 15 the administration's sole spokesman on currency matlers.

When markets lirst heard of the Medley report's contents vesterday. the ULS. dollar hit an eight-month high at
12658, just short of the high tor 2001 at about 126.80. After Treasury's response, the 1.8, dollar fell to around
123,74, then began moving back towards 126,

Late in Mew York, the curo was at LIS 80 cents, up from US89 48 cents earlier in London and from 1589.25
cents late Tuesday in Mew York. The dollar was al 125.94, up from 125 80 earlier in London but dewn from
12615 late Tuesday in New York.

Apainst the Swiss franc, the dollar was at 16425 Swiss francs, down from 1.6540 francs Tuesday in Mew York,

World tensions mose a motch on news of a U5, Aar Foree bomber that went down over the Indian Ocean and of

another terrorist attack on Israelis. These reports, as well as the uncertainty cast by the Federal Reserve's
ceomomic assessment Tuesday. contnbuted w nervous rading in the foreign exchange market, analysts said.

Markets interpreted the Ped's 25 basis-poant interest rate cut and accompanying statement as 'the beginning of
the end of the easing process, despite continued signs of broad weakness in the economy.' said Ashmaf Laidi,
chiel currency analyst at MG Finanecial in New York.

The Canadian dollar gained more than one quarter of a LLS. cent, closing at US63.82 cents from US63.56 cents
on Tuesday, The LS. dollar closed at $1 5668 from §1.5733.

THE DOLLAR:
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Law Enforcement Nabs Ring Of Software Firates Group Stole
FEDS TARGET HLGH- ;

I - 1 . F |
Passengers uneasy with pat-downs Air travelers dread searches
7 offers no cash for Argenting. wants end to peso/dollar pe

Investor's Business Daily

Diccember 13, 20010 |
SECTION: A; Pe. 11
LEMGTH: 351 words

HEADLINE: Law Enforcement Nabs Ring Of Software Pirates Group Stole, Distributed
Goods Such piracy costs industry § 12 billion each year, say software group officials

BYLINE: By THE ASSOUIATED PRESS, Investor's Danly
DATELINE: WASHINGTON

BODY:

Authorities in 27 LS. cities and five countries have seized computers and amrested five people in a long-running
undercover operation into an international software piracy ring. LS. officials said the suspects stole and
distributed all tvpes of media, including Microsoft Windows operating systems, computer games and high-
guality copies of new movies like "Harey Potter” and "Monsters, Ine" The software industey savs it loses an
catimated 3 12 billion per vear due to piracy. "Soltware piracy undermines the siability of the burgeoning e-
commerce industry, and it is a direct threat 1o innovative companies that help strengthen the ULS. economy.”
Deputy Treasury Secretary Kenneth Dam sand, “The mvestigation, dubbed ™ ]p:ru'r'mn Buccaneer,” has gone on
since December 2000, officials said. I has targeted 62 people in Australia, Finland, England, Morway and the
L5, The agents said they have leads in 20 other countries. Investigators served 56 search warmants, storting
Tuesday morning. and expect to grab 130 computers filled with illegal copies of computer software, music and
movies, "This is not a sport,” Commerce Undersecretary Phil Bond said. " This is a serious crime. These people
should do some hard time.” While no one has been arrested in the U5, officials said police in England have
five people in custody, Some in the 11,5, are cooperating with police, agents said. The suspects include
corporale executives, emplovees and students of major universities such Duke and Purdue, technology company
emplovees and some government workers, the agents said, They alleged that some of the most critical members
are insiders who steal products from their own companies and hand them over to the pirates. "Ouwr targets are not
vour stereotypical teen-age hacker," Customs Service Assistant Commissioner John Varrone said. All will face
federal copyright infringement charges, officials said. Customs agent Allan Doody said esch computer has one
10 two lerabyies of stolen software, A terabyie is equal o a thousand gigabyies. A printed directory on just one
computer would span 4.200 pages. In Opéeration Buccaneer, officials targeted one of the oldest pirate nings -
known as "warez" groups - called "DrinkCrlie.” Founded in Moscow in 1993, DrinkOrDie became famous
among soltware hackers for claiming it released a copy of Microsoft Windows 95 operating system two weeks
betore Microsott began selling it "They are a notorious, elite Internet pirate organization,”" said Bob Kruger of
ihe Business Software Alliance, an imdostry trede growp. "1 doubt there's myuch that's ot there that people want
that { DrinkOrDie) can't provide.” DrinkOrDic has two leaders, one in the ULS. and another in Australia, officials
said. There are 1500 warez members nationwide, officials estimate. and eight to 10 major groups. Doody called
ForeeKill, one of the alleged members of DrinkOrDie, "one of the premier software crackers in the world.” The
highly organized process of eliminating copy-profection schemes, compressing and distributing software takes
i1 more than three davs o complete with most products. “There is currently nothing that the software industry
hins dome in terms of copy protecting their programs that his not been defeated by DrinkOrTie,” Doody said.
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THE ORLANDO SENTINEL

December 13, 2001 Thursday, METRC)

SECTION: MONEY; Pg. C3

LENGTH: 542 words

HEADLINE: FEDS TARGET HIGH-TECH PIRATES IN BIG SWEEP
BYLIME: Frank James, Washington Bureauw

POy

WASHINGTON -- In what was called the biggest crackdown yet on the thefl and Internet distribution of
intellectual property. federal officials said they had conducted numerouws criminal searches, seizing dozens of
computers in 21 U5, eities, including Orlande and Cocoa Beach. and five foreign countries.

Justice and Treasury Department officials said they had not made any arrests or filed charges resulting from
three investigations. Their targets incleded corporate executives, computer network administrators, students at
some of the nation's most prestigious universities and workers at large techrology companies. Officials said that
thefi of intellectual property. including computer sofrware and even the Harry Potter movie, is a growing
problem and that those being investigated could face prison lime.

"Thig is something we are very much involved with." said Steve Cole, spokesman for the U8, Attorneys Office
that includes Orlando, "Bun it's too carly to reveal any nemes becauwse we are stll investigating,” he said
Wednesday,

The Justice and Treasury officials suid the losses related 1o the actions announced Tuesday exceeded %1 hillion.

Officials said the high-tech pirates apparently defeated the special computer code soltware manufaciurers use o
protect their digital products such as applications software and D'V s, then placed the products on the Internet
for illegal distribution. In a few instances, the pirates placed on the Internet first-run movies that had only
recently opened in theaters. Last moenth, the suspected thieves obteined copies of Harry Potler and the Sorcerer's
Stone and Behind Enemy Lines. The movies likely were secretly recrm:lezp with digital video recorders, perhaps
through accomplices in theater projection rooms, then placed on the Internet.

"Though software piracy is a crime that cannot be secn with the naked eve, the costs are enormous 1o both
industry and consumers.” sad Kenneth Dam, deputy treasury secretary.

Fhe software industry estimates its annual losses from such thett st more than 312 hillion, with $3.6 billion of
thet coming from lost sales in the United States and Canada.

In discussing their investigations, federal otficials descnibed a shadowy subculture of computer savants with
nicknames such as "Forcekill” and "Dezzy" who revel in breaking the encryption that protects software and
s,

While some of those invalved may have benefited financially, many participated simply for the thrll of
breaking codes,

The individuals belonged 1o what are called "WAREZ® groups in which each member must contribute in some

way. either by providing pilfered software, cracking security codes or distributing the software or entertainment
once the protective code has been rendered ineffective.

Federal officials, who refiermed 1o these groups as "gangs," said the organizations were responsible for 93 percent
of the pirated software-distribution Web sites on the lntermet and 60 percent of the pirated high-end software.

Justice Department officials said they hadn't decided on the charges for those found to be part of WAREZ
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proups and thought to be engaged i illegal activity. Violations under the conspiracy and copyright statutes each
carry a five-yvear sentence.
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Nichols, Robert

From: Michols, Robert

Senl: Monday, January 14, 2002 &27 Al

To: Davis, thah;qun.TqR%

Subject: Fw: If IF's Monday ... And What Happened This Whend?

Sent from my SlackBerry Wireless HBandheld [www. BlackBazry.net)

————— Originmal Message-----

From: Janathan,Wicholsonfreuters, com <Jonathan.®ichol sonfreutercs. com»
To: Robert . MicholsEdo.toeas.gov <Robert.Wicholaldo.traas.govs

Sent: Man Jan 14 0%:11:58 2002

Zubject: IL It's Monday.....And What Happened This Wkend?

Hob,

Looking for a briefing time today [(Enron, WD, etci..... Al=z, what happened with

wWegkend appearances? We recelved no heads-up....Thanks...
fgds,
JH

PS: Hope you had & relaxing weekend. ...

Visit pur Internet site at hthp: S/ www,oeuters. com

Any views expressed in this message ars those of the individual
sender, except whers the sender specifically states them To e
the rvigws of Bautaers Ltd.
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Strickler, Marie

Froam: Strickker, Mariks

Sent; handay, Janeary 14, 2002 946 AM
Tao: ‘chiristy hansaniws] conm’

Subject: Statements by Michele Davis
Impartance: High

Here i the statement - it is everghing that Michele said on Friday

Statement by Michele Davis. Assistant Secretary of the Treasury (Public AfTairs):

Following Ken Lay's call 1o the Secretary, the president of Enron called Undersecretary Fisher. Undersecretary
Fisher spoke with president of Enron 6 1o 8 times in late October and carly November.

The calls were informational, The Undersecretary's job is to monitor the effect of any major development on
the capital markets, In that role, he is in contact with people in the markets everyday 10 be aware of their
CONCCrns,

A Enron’s negotiations with its bankers for an extension of credit neared a decision point, the president of

Enron asked Undersecretary Fisher to call its banks., Undersecretary Fisher inferred that he was being asked to
encourage the banks to extend credit. He made no such calls.

LATER STATEMENT

Robery Rubin ol Citigrowp called Peter Fisher on November 8 and asked Fisher what he thought of the idea of
Fisher placing 2 call to rating agencies to encourage them to work with Envon’s bankers to see if there is an
alternative to an immediate downgrade,

Fisher responded that he didn't think it advisable to make such a call.

Rubin zaid he thought that was a reasonable position.

Fisher made no such call.

Marie Strickler
Fubhc Alfans
202-522-2020
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Strickler, Marie

From: Dawis, Micheie
Senl: Wednesday, January 16, 2002 5:02 PM
To: Adams, Tim: fufrausar, David; Kingman Jr., Edward; Michols, Robert, Smith, Chris; Fisher,

Peter, Duncan, John
Ce: Strckler, Maria

Subjact: FW,; Charlie Rosa Transcript
)
QL1500
m—mmm=lrlainagl Message———---

From: Le&e. Sharom

Sent: Wednesday, Januwar-y 146, 2002 4:08 FPM
Ta: Dawvis, Michele

fz: Lee, Sharon

Subject: EW: Charlie BRage Transcrlpt

Charile Apse Show transcript as you reguested.

-———-0riginal Message-——---

From: SH&ffmannibloomberg. cam [matlto: SHeffmanndbl comterg . com)
Sent : Wednesday, January 16, 2002 4:04 PM

To: sharon.lesddo.treas, govw

ﬂl.l'il'_'lECT..' Charlise Hooe Tt'ﬂ!'aﬂﬂl‘.'i'l:l'l:

Sharan,
Flaeagzs find the tl:'EI."IEE":iP‘t You J‘.'Eq'-lEE'EEl] attached, Lat me EDNCW

Shelley

SR}l =15, dose .
Fhelleay hofimann
Froduger
Charlie Rocse
A90 Park bBwe.

Mew Yark, HY 10022
F: Z12-340-1824
F: B1T=36%-4453

- e e eem

Thanks.

if you need anything else.
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This iranscript has not been checked agamst videotzpe and cannad, for that reason, be
guaranlesd as to accuracy of speéakers and spelling of names. (JES, JS. TW)

CHARLIE ROSE Transcripl #3118

Jaruary 15, 2002

CHARLIE ROSE, Hosl: Welcome Lo the broadcast.

Tonight the secratary of the reasury, PAUL O'NEILL, in an hour conversation ahout
Enron, the econcery, the stimubus program, Argentina and ofher issues,

PAUL O'MEILL, Secretary of the Treasury: | don®l see haow anyone can resist the notion that it's
our duty and our responsibility to create tha conditions to that life can be fulfiling and meaningful
Far avery human being.

And it dossn't stop al the waler's edge, I's something we should work on m a broader
sense. For sure, we nesd 1oowork on it inside the United States, make it a realily here, Bul we
have-- we have an ofligation, | think, and an opportunity bo-- bo make aur time a firme thal matters
and not jusi a time of saying grace ovar the institutions as we found theam,

CHARLIE ROSE: PAUL O'NEILL for The how — coming up.

Treasury Secralary Says Relaying Calls to Bush Unneeded

CHARLIE ROSE: Secretary of the Traasury PALUL O'NEILL is hers,

Wilh the lesrorist attecks of September 11, he had o rewrllz his depariment's agenda
an lap of dealing with an already falbering econamy. This fall, he was responsible for sucoesshully
recpening the stock market, ag well a5 racking down terrorist funds.

On the dormestic fronl, the colapse of energy giant Erron has dominated headlines in the
last several wesks. Recantly, i was disclosed that Envon executives contacted ONaeill, among
other cabinet members, before e company went Bankrupl. There ara now five congressional
investigations into the fall of Enron, in addition to the SEC and Justics Departrmant inquiries.

| & pleased 1o have PAUL O'NEILL back at this table for a sonversation about these
and olher igsuss.

Welcome back.

PAUL O'NEILL, Secretary of the Tregsury: Thank you.

CHARLIE ROSE: Envon, Having time 1o think about it, give me a sense of what you might have
done differandly, even though you know more now and events have happened now than when
you got @ call-- that | assume you get lots of calls from people whe represent economic forcss.
PaLL O'NEILL: Yeah

CHARLIE ROSE: What's your allilude about those kinds of calls, and specifically Enron?

PALL ONEILL: Weh, lat me answer firat the first question you posed. What would | have done
differantly? My answer is nothing. You know, | think— ['ve watched kols of-- of events in my lifa,
and you know, | think, in the best of circumstances, your inslincts take over and you do the right
tring ar wou do the wrong thng, depending on what your inslincis are. | think our inslincis weare—
weere: righl, &nd our instincis--

CHARLIE ROSE: Our instincls were 1o do what?

PAUL O'MEILL: Qur instincts were 1o discharge our responsibility, the dubes of our office. And |
think | have a responsibility 10 know what's going on in the workd and 10 provide leadership to the
things that are within my penfolic at the Treasury Department [unineliigible] govermment. | think
it's @ perfectly natural thing 1o take telephana calls from people who are calling you, aspecially
{hat have significant posilions or represent significant organizations around the world, Seems to
me that's a perfectly natural thing.

CHARLIE ROSE: Would it ba unnatural fnat to--

PaUL O'NEILL: Assoiutely.

CHARLIE ROSE: —becausa lhiy répresent an economic potential that could cause grigvous
damage 1o the American economy because of some informalion they have?
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PAUL O'HEILL: Absolutely. And &s |- and in refrespect, would | have done anything diffarestly?
M. | ook & phone call from Ken Lay. He told me nothing new, really, but that he thought our
{echnical people cught to talk 1o make sure that they weran™, in whal was happening to hem,
going to cawse npples or problems i the LS. or the world cagilal markels

And wou krow, | turmed 1o the guy that | hired o come, because of his experlise in these
subjects, and asked him 1o be in touch with thelr technical people. Yol know, | think that's the
right thirg f0 have done.
CHARLIE ROSE: And the conclusion was we shouldnT do anything.,
FPAUL O'HEILL: Right.
CHARLIE ROSE: You kncw, they have ro recommeandalion that we should act on,
PAUL O'NEILL: Thare was nd evidence thal what was going on with their company was having
consequances for e broader cagital markets. That was my only interest in the subject,
CHARLIE ROSE. Should you hawe notified the president because of the size of the company,
hecause af s Bvalvement, other people, and said, especially the vice president, because ha'd
had some meaeatings and he knew the principals involved well?
PAUL O'NEILL: Agin, I you know, |- the [a51 part of whal you're Saying aboul The vice
president knesw aboul energy and the presigent should know 2bout this-- You Know, I'm just nod
wirgd that way, 11 didn seam to me thal there was anything for the president to do. I mace a
decision. | gidn't meed the president to— | didn't think | needed to check with the president. Do
vou want me to intervene, Mr. President, even thowgh | dont think i©'s a good idea®™ | didn'l need
that engagement, 50 il never occurred ko me—
CHARLIE ROSE: Ta infarm.
PAUL O'NEILL: =-to inform the president or--
CHARLIE ROSE: Card or the president ar—-
PAUL O'NEILL: | mean, as I've said, | have dozens of phone calls every day with presidents of
caunfries and prime mmisters and Hnance minislers, and il's very, very infreguent-- 25 a matier of
fact, | cant remambaer & case where | had & phone sall in the amast 12 months I've been thera
noewr where | made 1 a point 1o go tell the president that this phone call came and Pve decided o
di this or thal. | just don't do thai.
CHARLIE ROSE: Was it appropriation for Robert Rutin w0 call?
PAUL Q'MEILL: Let me say this about the Rubin phone call. First of all, | didn really know
about it wnitil | s@w it in the media as | was driving to Pittsburgh lafe on Friday aftemoss, that Bob
had called. | think this. [ think Bok is 3 great guy. | think he did a wonderful job when he was
secretary of the reasury. | think be's an outstanding American, And it's for Bob 1o decide
whather ar not he should Rave called,

Yo knde, I'e also gaE-
CHARLIE ROSE: He also represents-- is an execulive-- chairman of the axeculive commilles al
Lo~
FAUL O'NEILL: Righi
CHARLIE ROSE: --which has a huge loan out ta Enran,
PAUL O'NEILL: Apparently. they--
CHARLIE ROSE: Thai makes if commerce not anything else.
PAUL O'NEILL: Yeah, Apparenily, all of that is true. I tell you what I've said about this, When
| left Washington i 1977, after I'd been there far 15 years, | made a deliberate decision to go inlo
an induglrial company, International Peper, because | had waiched people come and ge throwgh
Washingbon, many of them who came, even if they're stopping in an admnistralion o in the
Congress, stayed around and then contacted people thal they used to work with for a living. And
| made a deliberala decislaon tat when | left Washington, | was done with it. Snd soowhen | ef |
rizally ke

Wauld | have made the call? Mo.
CHARLIE ROSE: Right.
PALL O'NEILL: But you lesve it up to him fo make he decsion,
PALL O'HEILL: Of course, l-- yous know, |- agam--
CHARLIE ROSE: But there is implied-—
PALIL O'HEILL: |-
CHARLIE ROSE: Thera's an implicd wilicism in saying hal, Rulsin--

1% ]
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PAUL O'NEILL: “Wel, | don'l mesn be-

CHARLIE ROSE: You woulg nal have done thal,

PAUL O'MEILL: | don't-- ng., [ ihink, you know, each of us has to make our own cholces and
decisions. | have (he greatest respect for Bob Rubin,

M telt wou a litthe story about Bob Rubin that | think bears on this. He did call me maybe
six wesks or 50 ago, sfier P gotlen some of my famous media. He said, "™ou Know, Paul, |
hipe you're not taking this boo Seriously because you will nol really have arved unld you hava
the experence | had, which was they were oul bo mmgeach me when | was secrelary of the
treasury. Mobody's talking about impeaching you, so don't let this get you down "

and | hink it conveys a sense of what a great American this person is. He didn't nead to
call e Buf e reached out to me because he could probahbly tell sometimes it's not 50 =asy to
Like all the criticigm you get.

Zo | think people need to fake Bob Rubin in the lofalify. This is a greal Amercan, He's
dong grest service for his courdry, 20 the fact that he made a phone call is something that I'm
sure he processed in his gawn judgment, decided i was something he should do,

CHARLIE ROSE: OK. Letme-- | wani to come io the criticism in a moment, but led me just stay
with the Enron because today's Mew Yaork Times-- "' Enron’s chalrman received waming sbout
accounting, A senlor Enron execufive explicitly wamed the company's chairman in August that
several years of improper accouwnting practice threatened to bring down the company,
congressiondl investigatars said loday."

i rmean, thie more you read about hs, the more you seem (o gel- the impression is they
krew more eadier, which makes it even mare— even more difficult to-- to accept some acticns,
whedhes ii's selliag stock, whether if's what information showld hawve been provided or nol.

PAUL O'MEILL: As this thing wnfalds, you'ra right, at least as it's reported i the media, it doesn’
ok good. | kel you what | think a5 a furdamential propasition, IF# leins oul on sestligation and
analysis that people in the company or advisers fo the company broke the lew, they ought to go
1o jail.

CI-II.IRIJE ROSE: And thal mcudes the accounting fiem, That includes the pecple 2 the

com .

PAUF;.EEEHEILL: Feoplke who broke the law should be brought fo justica.

CHARLIE ROSE: What laws mighf have bean broken hers?

PAUL O'MEILL: Well, | don't know. | think we don really know, you know? And | keep saying |
really beligva this in the stirongest way. Firgt vou need 1o do analysis, and then you do
prescripbon. Youw Gon't start racing off to judgments. | think we've seen-- you know, at least in my
acdult e, weve sean premaiure judgments. | don think we should be guilty of that. Thisisa
serous case. | think we should leam some lessons.

You know, whather people are guilly of breaking the lew or not, The direction the
precident has given me 1o go work on sesing Il there are lessons 1hal we should generalize about
praleclions hat we need to peovide to Individual employess and to investors, | think is an
ahsalutely rmperathee thing that we do. Capitalism, in the way we practics i in the Uinited Siates,
depends on 8 sense that peophe have thal they can believe what they're told, thal they Rave all

ihe information fhat should Be made available to them o lake judgments about investmanis and-
CHARLIE ROSE: Thal the numbers they say are credible, hal they hawve not wsnlfairly weed thair

rilcermation--

PAUL O'NEILL: Right,

CHARLIE ROSE: --for henefit 1o themeelves, that would ba illegal undar the laws, all of that,
PALL O'MEILL: The critical thing to owr aysiem that everything be available o everyone
simultaneously and it be believabla and credible. And the presidant's directed me to go work on
those two topics for the benefit of individuals— in this case, apparenthy, lots of peopls have lost
thesir life’s savings. We need to sea if there's something wrong with the way 401 (k) plans work,
for exampla.

CHARLIE ROSE: I a company has oo much of its own stock in a 401(k] plan

PALUL O'NEILL: We need io look at those ssues, and we will doit, and we will do it guickly.
CHARLIE ROSE: Well, there's going o be & commission already. The president suggesied a
Eammissien 1o investigate thal very thing.

FAUL O'NEILL: E=acthy.
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CHARLIE ROSE: Yeah., Once-- you made a statement about capitalism. | mean, we-- il & the
economic system that we believe in in America--

PALL O'NEILL: Right.

CHARLIE ROSE: --the froe market system, Bul you s3éd, and olher people have sad this,
codmpanias come and companies go. Many companies don't have a life more then bwo, threa
years, Many=- some 20 and 30. But those thet have a long life-- immediatety people said, and
I'm thinking about Senator Lisberman specfically, that was cold-hearted and insensitive becauss
it seemead that you didn't take note of the human toll among those peocple who workad for Enron
who &l of a sudden did not only nol— na lenger had a job, they had had their savings wiped oul
PALL O'NMEILL: Wall, | saw that commment 2nd, you know, what | thought 1o mysaif- F'm oiac |
hava an opportunity ko say it W you and 1 your audience, You know, | guess I'd ke to be taken
in my tofalily, You know, | would like for those who choose to eriticize what | say to lgok at the
facl thal whatever else they were domyg with their life in the last 13 years before | joinad the
govermment again, | created-- from a company that had 47,000 emplovees, | created the best of
it% kind arganizatien in the workd wigth 145,000 people, the safest corporation i the world, whire
paople could balieve thal the valees meant somedhing, that it wasn't lalk and it wasn
chearaading, it was he real stull of our life, every ome of us, You know, $0 when people say I'm
cold-Blooded, they should go look at what I've accomplished In terms of creating real opperiunity
for people, where people felt 2 sense of joy in going fo work

And pertiaps, you know, whan I'm asked a question ke [ was the other day and | say
companies come and companies go, | should be asked for fime 0 extend and defne my remarks
to azy ""And if you wanl o find somebody whio cares aboul peaple, follow me arasund for a while”
You know, for those wiho don't understand it, the reason 've invested a good part of this first year
on the job at Treasury and working on the internstional financial institutions-- because Me been
aul there, | know what IPs like to see children born in the dust in Africa wilh no prospects far their
life, no prospect of having meaning in their life.

And part of the reason | came back to Washington is because | don't believe it has to be
twat way, and 1 belisve people with ideas and datermination cam make a diferanca. 'l fry to do
that, Charlie.

CHARLIE ROSE: OF, | wani o come Back 1o that, and | don’l mean 12 say I'm geing 1o come
back to ewveryihing, but because-- do vou feel like thase idess are not part of the currancy of the
convarsation, the ideas of change fhat you-- that impelled-- that was an incentiva for you come
back 1o Washingion, that that's not part of the conversation, the par of the- & gels lost?

PALIL O'NEILL: If's the most imporiant part of the conversation, as far as N'm concemed.,
CHARLIE ROSE: But do you believe il's golien lost, whatever ideas you have aboul change-—
PAUL ©'NEILL: ‘Wall, i's--

GHARLIE ROSE: --because of the imperative of the daily news day and because of stimulus
lagiskalion or dealing with Enron or il those other things that hawve mera, in tha judgment of
peaple, immediacy?

PAUL O'NEILL: Wall, | don’ ki, | think you heve to kesp chipping away and— you know, if
you buikd a budding, you star by the first course of bricks, and then you build the second course.
&ad important change takes time.

CHARLIE ROSE: Yesh.

PAUL O'MEILL: And 's not all ene siraight line of posilives. Pecple come along and knock

beicks out of your layers of bricks, and you've got fo put them back. But | think we'll make
progress over fime and as we have an apportunity to communicate. | think the ideas that we in
the Bush adminisiration are working on have such fravefing power. | don't see how anyone can
regiat the notion that it's our duly and ouwr respansibility to create the conditions to that life can be
fulilling and meaninghsl for every human being.

And it dossn’t stop al the water's edge. 1's somnething we should work on in @ broader
sense. For sure, we read [owork on it inside the United States, make it a realily here. But we
have-- we have an abligation, | think, and an opporiunity fo-—- to make our time & time that matters
and red just @ time of saying grace over tha instlutions as wo fownd them,

CHARLIE ROSE: OK, but let ma-- white we talk about change-- your eloquent sense of whal you
fell you brought to the corporate enterprise thal you led-- doesn that belief- isnT this, and what
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more and mora we learm about it, an insull to the kind of corporation you believe in, If you look at
it on face valua?

FAUL O'NEILL: well, 'd like-- | would— | wiould-- you know, i#'d be great if everyona had he
sama axpectaions and played by the same rules and didn't skate close ko the edge of- of whal's
admissible or what's legal. Bul vou krow, fife isn't set that way, And 1 think we're always going to
have cases where peopke do thimgs thal don'l meet general approval and maybe even ara illagal.
And we nead to do- sl need 1D deal wilh those,

But | think we need b be careful that we keep our eys on the shining star. You know, |
think it's really easy to be dragged down by the events of the day, but you know, | haven't seen
many leaders thal create what | think are-- are real, powerful steps foreard by dwaelling on the
negative.

. You kmow, Rionald Reagan and his notion of the house an the-- the shining house on e
hill— yo) krenw, it— iE's 8- it's a mataphor that | fhink pacgle relate to. You know, no malter what
pecple's circumstance, | think they wanl to do belter. They wand lo aspire 1o moee, and
leadershin = aboul releasing that positive energy. 11's not about dwellirg on the negative.
CHARLIE ROSE: Allight, bui | 'want to dwell on the negative for one sacond before | move (o
Inese olher 1S5ues.

PALIL ©'MEILL: Al righl.

CHARLIE ROSE: What- in your judgment, what, at hear, is wrong in the Enran case, as far s
you know? What, at hearl, is wrong thena?

PALL Q'NHEILL: Well, yvou know, | dont like fo be judgmenial without more facts. But 1 ted you
one thing Fat | hink--

CHARLIE ROSE: Well, you know & lot mara than most peopla.

PALIL O'NEILL: Cneof the things | Ihink i al play here was the business that they evolved into
iz the most enormaoushy complicated businass. And | ihink, frankly, thal cur rules and our lws
have not kepd up wilh the speed of evolubion of ideas about what's called derivatives.” You
know, these subjects are so--

CHARLIE ROSE: Right, Righl.

PAUL O'NEILL: —daunting. Mosi people-- when you say derivalives,” masl people's eves
glaze over and Miey say, " God, I'm going bo switch the channal.”

CHARLIE ROSE: Right.

PAUL O'NEILL: " Charlie’s going 1o talk about that, | don't know what it's all about."

CHARLIE ROSE: Right. | hear thal ail the timel

PAUL O'NEILL: But i bruth, youw know, this i four, five levels deep of abstracton that involves
foreign exchange betwean countries and product switches between places in the world. And 1=t
lesiaks bo rae, frankly, like it got away from them.,

CHARLIE ROSE: What gol away Iram them?

PAUL O'NEILL: Managing ths complex array of interactions of prodects and sancial
transactions and the rest. [t looks o me like it got away from them.

CHARLIE ROSE: It got away from them, in that sort of they didn’t Know what was-- the right
hand didn't know what tha left hand was daoeg?

PALL O'MEILL: Well, in 2-- that sounds like how could that possibly happsen.

CHARLIE ROSE: Yeah,

PAUL O'NEILL: Butif you're dealing in tens of bilions of dollars of these things, beleve me,
balancing your boaks an a full basis every day, do that you're sure that you-- you've really hedged
rather han speculated is nod 50 easy. )

When | was In my previcus incamation, | spent a couple af hours every Monday moming
6 ke phone with people in 36 different countries to make sure that | could explain to my board
whial we ware going with our billions of dallars worlh of ransactions,

CHARLIE ROSE; Yeah. And exacily how much debt did we have?

PAUL OFMEILL: Exsctly.

CHARLIE ROSE: Yeah. Mow, you shousd-- it should also be said that it wasn't just Enron that
draws some crificism here. |t is also media and reporters who report on business and pa-uplq
who-- on 'Wall Street who looked at the numbers and did not demand enough in terms of saying,
you know, ~Whal's the right hand doing vis-a-vis the left? And what do these numbers mean?”
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And thez numbers were so complex, as you say, that 2 1ot of people didn'l seem to know
whal was going o
PALUL O'NEILL: WWell, | think--

CHARLIE ROSE: Mol just--
PALL O'NEILL: You touch on ancther important point, and s the disclosura issua.

You know, over the years we've developed fwese conventions that companies report 1o
the public and to thelr shareholders on a quarterly basis and gn &n annual basis. With the speed
of what's going on in the waorld now, some of us have been lalking about, you know, well, what
lessans did we leam?

Organizations Bke this, perhaps they owght fo mark to market on a basis that doesn’t
have anything to do with the calendar but on & basts that's reassuring to investors and
shareholders that they're on top of @ every day. Now how do we translate that into practice? |
don’t know yed, Bul (15 The kind of thing I think we need 1o look at.

We need lo modennize our laws and rulas and reguiations so Ihey're operating at &
hundred revalutions per minute instead of 10 revolulions per minule; 8o that they'ra in counier
with whal's happening in the real workd, And | think in this case, | think it's fair o say it may be
that our rules and regulation kews have gotten behing practices out there, in addition Lo the fact
that it may have faken some s1éps that won't past muster when they're held up against what the
LEw requires.

CHARLIE ROSE: That may very wall be. Bul as you £aid, and if that's true, than they owghi to
ge b jad.

PalUL OHEILL: Exscily,

CHARLIE ROSE: Whoever twey may be, but it ought o be a judicial process that determines
trat. i

PALUL O'NEILL: Precisely.

CHARLIE ROSE: The ather thing, though, | mean, you can't just go around saying, well, gee, |
mean, it got away from me. You expect paopls in those positions of responsibllity, within the
bounds {6 know, 35 you 33y,

PAUL O'MEILL: That's a fair expeclation.

CHARLIE ROSE: Al right. Lel me move 1o this question of the economic stimulus, which is
another thing that's precccupied you, You were the point person on the economic stimuus., |
happened to, withaut- run inte 2 United States senator in the last 24 hours. And | said, "Tell me
what happened.” He happened to be 8 Democrat, and he said 1o me whal happenad was that
the House Repubdican keadership crealed a Bl thal simply would not ever be acceplable 1o a
Demaocratc Sanate. That's what hapgened, And negolialions could not take i beyond thal.

Yaou tell me what happened.

PAUL O'MEILL; Well, | think it's important-- it's mteresting that he didn't tell you— that's kind of
firs chaspber. He didn't tall you the second chagler. The second chapter is the House
gubsequently may pass another bill which was fundamentally agreed to by the cenlerist coalition
in the Senate. So it will pass the House and was— and what the canterist coalition in the Senala
was fronting for— that they sakd would get us the votes that we needed 1o pass the bill. And then
it got stuck in the Senate.

Mow, may | tell you my view of what happened? We got down to one remaining ssuee to
pass the stimulus Gill. Al et | thought wa wers, and | was working on thal pramise as |

discussed whal we should do abaut tha health pravision that Senator Bachus is the chairman of--
CHARLIE ROSE: Tha Finance Committea,
PAUL O'MEILL: The Sanate Finance Committer. And we were very close 1o finally salving this
nealth care, health issue, health insurance iksue. | called Senator Daschia and said to him, 7
think the chairman of the committee and | can push this over the top. But before we do it 1 need
Lo know from you will that do it7* And he said, “Wall, we're nol going lo be able to agree to the
centerlst coalifion pasition on tax-- on advancing the tax credits, And we can't agree to the
centerist coalifion and what the House passed on acceleraled expenses.”

And b went down the list and basically respened the whale thing. Now why he did that,
I don't Know.
CHARLIE ROSE- Wall, you must have some indication. | mean, do you believe he did it
besrcause he--
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PAUL O'NEILL: I'm not going o deaw conclusions, 1ihink it wouwld be great for you 1o get
Senator Daschile on and ask hira wheen the coalilion that put togsther someathing that was agresd
and the Houss had passed the centerist coalition and everyone -- atleast | think most everyong --
fhought that Bachus' law was supposed io sobve the health ssue. | lhink we were all there
excapt, apparently, Senator Daschle. And | felt like he changed his posilion after we were al the
paint whare we sould have had a stimulus bill,

CHARLIE ROSE; Because of economics? Or because of politica?

PAUL O'NEILL! | don know. | honestly don't know, | really don'l know.

CHARLIE ROSE: But it would seem to be in your inferest 1o know. 11 would be in your interest to
krvow I you want to change his mind ar influence him.

PAUL O'NEILL: Well, you know, I'm very hopeful of this. I'm an eternal cptimist, | suppose. m
hoping that the members went home and they heard from their constituents, except-- especially
s whiose unermpioyment Insurancs ran out during the Chrisimas season, thal they insiruched
i senators when you get beck to Washington, pass the stimulus Bill 5o thal, a5 lhe president
sald, we can provide an addilional 13 weeks of unemployment insurance o people,

You know, whal we didn have-- iUs just so rightl, | don understand why we had this
labored disagreermenl abaut what o do,

What we said = Americans ought 1o be treated 28 Americans. If you gof laid off after
Saplembar 11ih, we, the people of the United States, ought to give you 50 percent of the cost of
your continuation of health insurance withoul regarding where you live or whal siale, whal city,
whatever, o matter what your polifical connectons. We cught fo give you maney,

And what they were saying on the other side i, “"No, o, no. We shouldn't do that." For
the S0 percertt of 1he people who were attached o an employer who had a so-called Cobra plan,
we ought to give the amployer 75 parcent of the preamium. &ad for the 50 pércent of The people
who werent covered by Cobra plans, we're gaing to creale & new entitlement program under the
lovar incarme Medicaid program and we'll ask the 50 siates 1o enacl— enable legislation so the rast
of you can be taken care of.

The eguity of what we proposed was so glaringly befter than what was on (he clber side,
I-= for the life of me, [ still don't understand why they wouldn'l agree o il. Bul, you know, a5 ey
come back I'm hopshd they will hawve heard from consfituants and we'll be abie (o do this ing
hrry. We need to do this.

CHARLIE RDSE: They also beliewe thal ywou need to 1ake another look st the tax cuts.

PAUL O'NEILL: Rught.

CHARLIE ROSE: They genuinely beleve that the surplus has disappeaned,

PAUL O'HEILL: They think we should raise laxes,

CHARLIE ROSE: Well, they'ne saying you should not take the fax cuts, For sxampla, they will
say there are major corporations that you're giving tax cuts wha do not need tax culs as an
incentive to make investments, and thai that is not necessary.

PALL O'NEILL: | think thal's-- ihal's not quite right. | think theyre=- i you can find someone who
would say we shouldn't do accelerated expensang in eithver house of the Congress, they haven't
siood up and said thal, And hal's where & very large part of the stimulus bill that was agreed by
the canterist coalition passed by the House. That's where, plain and simpbe, like B40 bllion af the
&75- or 380 billlon wowld go to that accelarated depreciation provision, Everyone agrees we
should do that.

And in the centerist coaliion bill, the piece you ane talking aboutl, the so-called
aecetorated minimoem e, would e8! a billion dallars out of 575 or 330 billion. That's wivy | was
s0 surprised when | had this phone call from Senator Daschie which said we're not going to be
able to do that, because all those things that had been identified by some as egragious, over
reaches and giving 100 much money to be companias, they all wers eliminated by the centerist
coalition, you know. And ir's still not understandable bo me why we couldn’t push it over the top.
&nd | hope we're going o be able o do thal i the next few weaks.

CHARLIE ROSE: In his famous speech now, 8 speech that he made a wesk or 50 ago, Senalor
Daschle made a point to lalk aboul his gwn bellef that the tax culs were conlributing to the
erosion in the surplus. Do you agree with that?

PAUL O'NEILL: ‘Well thera's mo doubt, You know, § we had not passed the tax reduction a2t in
May and signed nto law in Jung-—-
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CHARLIE ROSE: Affecting government révenuas,

PAUL O'NEILL: Affecting government revenue, The revenue would have been higher this year
by $40 billion, probably, out of 300 billon that was in the initial estimates of what the surplus was
godng 1o be.

This i5 & really important point — the reason that the surplus has become 50 small, maybe
avan non-existent this yeas, is 75 percant because the economy slowed down in & way that no
one anticipated, And it was slowing down, not to this degree.

And the olher explanation Is the S60 billion the Congress appropriated 1o deal with the
immediate aftarmath of Mew York Cily for September 11th, for Mew Yark Cily's needs and to
provice maney for the war activity in Afghanestan

You know, | don't find any member of Cengress wha has any regrets about the 350 billion
worth of additional spending for thoge purposes. And there are no—

CHARLIE ROSE: Are you including the airling stuff in there? The 520 billion, plus the 320- o
airlinesT

PAUL O'MEILL: Yeah. I'm nol finding any membar of Congress who seems to have a regret
aboutthat, And, you know, when the economy slowed down, revenue slowed down. But all the
economists | know, none of them say when the economy slows down you should raise iaxes.
Yiou know, we doa’ hink we ought 1o be raising the tex on the American people.

CHARLIE ROSE: But is ebminaling 2 tax cut raising taxes in your definilson?

PALUIL O'NEILL: Well, it is if people have already made decisions in anticipation of 1ax cuts that
are godng to come. And Il bell you when hey are going 1o come. The anes he's lalking sbout ane
goeng o come in 2005, And hey'ré geing 1o come in the form of additional essistance families
with children. That's where the money is going fo go.

And, again, the reeson we haven't seen people stand up and say we wanl to take all of
those things Back is bacause they were meritorious. Even with e tax reduction, it could have
besn made. Wa're lookig over this next 10 year period to add & sumplus of someplace in he
range of & trillicn 1o mare than a irillkon gollars.

And Raving said that, | have 1o say somathing else to you. A year ago o s e e
were looking at 2 10-year surplus of $5.6 trillion; 31.2- of i, arguably, has now been devoted 1o
giving people’s money back o them. You need to remember where theé money comes from. 1t
came- comes from the Amaricans. And the tax cul would give $1.3- of the 55.6- back o the
people.

Mo Ihe Enpsortant point hane i5--

CHARLIE ROSE: Whal aboul Ihe olhver - 35,8 minus $1.3- is 34,3~

FAUL O'HEILL: Righl.

CHARLIE ROSE: What's happened to the §4.3-7

PALL O'NEILL; Wedl, it's evaporated in the estimation process which | think makes the impartant
poin | wanted to make. Amvbody who belisves hal vou ca2n predict with accuracy what the
nurmbers are going to be 10 years fram now has rever dong anything very important invoedang the
bresdih of our sociaty.

Wou know, the idea that we wark in 1 0-year increments is a convention thal's around. Its
a trapping convenlion i the world-- in a way, because we've gol 1o live this year and next year
and ‘04 and '05. And we nead to be taking into accownt circumstances as they are. And
circumsiances I'igh1 nicvw da nol in any wany suggest thal we should B ra'rsing lares af making
prajudicial decisions ahout tax relief for Americans who sent the maney In affer all, anyway, for
2005 and saying o people wa're not going to give you what we told you 128! year we were gomg
1o give you.

CHARLIE ROSE: The president said he wil not change that; over his dead body it will be
changad.

PAUL O'NEILL: He uses very colorful language, yeah.

CHARLIE ROSE: Do you agree with him when he makes those kinds of statements?

PAUL O'NEILL: | think the president is doing & greal job of communicating with the American
peope, | you look a1 his starding with the pecale, the peaple are now seeing $omething that
thase of us who have the privilege o be close Lo him have seen. This is a person of many real
great dimensions. He's shown Ihe people, | think, his sincerity and his simplcity of expression
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really conmecl with the American peopla. So, yeah, | believe in the president. | believe in what
he's doing and Saying.

CHARLIE ROSE: “You hawve said in the fact of eriticism about you, that vou have a consliuency
of one, essentially. | think you've said two, but | Bssume one (s wihat you meant.

PAUL O'NEILL: The president and the vice president are important constituents,

CHARLIE ROSE: The prasident is essentiglly the person whio appoided you,

PAUL O'MEILL: Righl,

CHARLIE ROSE: Who selected vou, Has he given you any advice or words of encouragenent
gs 1o how 1o stand up againgt the Rind of criticism that you're gelling o lerms of edilooal
comments and ciher things sbout perfarmance in the job? What does he say?

PAUL O'NEILL: You know, | hawen't daone this now for quite a while, but early on when | was
gelting hounded for what has been characlerized as bluniness of expression, | esked him, you
know, " Am | causing you problesns T And he always chuckled and said no.

But I'l tell you, you krow, we don't even really talk aboul it much. Bul whan you see
these kinds of things, | can el he pays sttention fo it because he goes oul of his way to wrap his
arm around me and have me stand next o him on all kinds of public evenis in a way lomake a
subdle poinl -- “"this s my guy.” So--

CHARLIE ROSE: So thers's no deubl in your mind &l this moment, as we speak, thai you have
the 100 percent supgort and configence of the president who selactad you?

FAUL O'MEILL: Yeah, thal's right.

CHARLIE ROSE: And uniil that changes, you inlend to be the secrelary of the treasury? Or it
mary nod ever change, but the pont js--

PALUL O'MEILL: I'm going lo help the president implement the things that he has talked o the
American people about 1 think they're really important things, about family values &nd a long,
deep level of prosperilly for all our people, and fulfiling our abligations around the world and help
to make this & saler place for ourselves and for people everywhese,

CHARLIE ROSE: What do you think the crilicism s aboul?

PAUL O'NEILL: Which criticism

CHARLIE ROSE: Well, jus! lake the-- | mean, i all goes 1o the same thing. II's 8 questioning of
slewardship. Whether i's the Wall Street Journal or whether it &s the Financial Times or whether
it's the econamy, | mean, | could read you a series of quotes which I'm sure you are familiar with,
N goes to the same thing in terms of sewardship of the economy and tha department. | mean, is-
- what is it sbout in your judgment. 13 il simply the way Washington works? Or is it more? Does
it come from @ lack of understanding what you are doing and nydng 1o do?

PAUL O'NEILL: Mo, no, no. | absolutely deny that, What I'm doing--

CHARLIE ROSE: You faded lo communicats in the most effective way what it & that you stand
for, intend 1o do and believe you are doing,

PAUL O'MEILL: You know, &5 a stylistic thing and as a habil of thought, you know, when things
ere not going well my first instinet is to take the responsibdity and say | must be doing something
wrong. And so hal's my instinct about all of this, that | must be doing something wrong.

And &l the same time, have - 've been an observer and a player in Washington ang s
ol big lesgue things over the last 40 years, You know, I've made a deliberate decsion nat o e a
dissembler and not 10 take the easy road and say the expecled thing Becausa | don™-- i's hard o
find leaders who inspire peopla wilh ush and with dissermbling talk. | think if you want people o
follow you, you have to communicate a sense of a dream that people can buy into. And mest
people don't buy into that cotion candy dream that's a bunch of gauzy stuff that scunds like whal
paliticians and others have been saying for centuries. Maost people are Just weary of all that and |
don™ wani to do thal.

CHARLIE ROSE: CH. Bul sen telf e what dreamn you wani them o buy inbo.

PAUL O'MEILL: Waell--

CHARLIE ROSE: What's Ihe dream of PAUL O°NEILL?

PALUL O'NEILL: Well, there are a couple of diferant dreams. And it's not up 1o ma b hae e
fully encompassing-type dreams because thal's what presidents are elected for. But | think within
ntg dream--

CHARLIE ROSE; He elected-- be chose you to be the steward of the ecoadamy.
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PAUL O'NEILL: Within his dream for a better world, you know, there are lots of things that | ses
that we can do, we'ne warking on very hard.

You krow, | belisve that the world can perform al remarkably betler levels that what
wa've axperienced or demonstrated so far. And, you know, this is not some theory. This is from
persons experienca that if you can grovide leadership and consistency and continuity and help
people believe that life doesn'l have o be the way they found it, then it's remarkable whl you
can o,

And | think, you krow, aside from a company of 150,000 people, il's possitle 1o achisve
that same kind of thing for people in a broader sense.

CHARLIE ROSE: Two hundred and ity millien people?
PALIL ONEILL: Two hundred and iy or a billion, if you will.

One of the things that | have found in my experience, people around the world have
eewre characteristics m comman, And 've distilled into three things becausa | think his is-- his &
always true. .

Evary persaon that's old enough to think has as a - something they want, they want to be
treated with dignity and respect every day. Thal's the beginnang.

secondly, they want to have an opperunily 1o make 8 contribution with what they do with
trvair life, 2o that their Iife has some meaning, evenywhere, every person that 've ever
EnCcountered,

And thirdly, they want someons else to notice.

Yiou know, and this is trua without regard to educational attainment or the color of your
skin or anything alae, the level of income you have, Every human being that 've ever touched or
encountered wants these things.

And we who have leadershap responsibility, | think, hawve a responsibilily (o dediver those
things. And B5 we do, we will create higher levels of economic attainmant and the realization of a
— of peopla’s brain power and matwration of their underslandings. of connections that make life
wiorth livirig,

CHARLIE ROSE: Does government have a powerful rode in achieving that?

PALL O'NEILL: Abscolulesy.

CHARLIE ROSE: Creating 2 sense of respect for the dignily of anclher person?

PALL O'MEILL: Absolutehy.

CHARLIE ROSE: Crealing 2 sense of leaving a respect for their sense of wanling 1o maka a
difference, and thrae, 1o be recognized for thei-—

PALL O'NERL. | think—

CHARLIE ROSE: --falent?

PAUL O'NEILL: | think we do. The government has a responsibility. Because government is
raally - at least as we practice it - ideally Is an expression of the will of Ihe people, if not
samething -- it should nod be something different and apart and separate from the people. "Of
the people,” to me, has real content and real meaning.

And 1k the Individual paogle aspire to thase things, and thair expression of their
tatality should be working to create those things with stabilily, with 8 sensa of cartainty that we

are @ counlry of kew and not of men and he vagaries af will of individual people who may be
malelaciors

People naed constantly, they -- constancy. They need a sense that they can rely on Ine
rules to be followesd--
CHARLIE ROSE: But you're spaaking--
PAUL O NEILL: --[uninieligibla]--
CHARLIE ROSE: --right to the kinds of values that are jumping off the front page in this story.
PAUL OMEILL: You got il, you got it. And what it szys to me is, where we have—
CHARLIE ROSE: And no one should be more--
PAUL O'NEILL: --ndividual--
CHARLIE ROSE: —angry aboul that than you, because it goes 1o the heart of what you just said
aloguently,
PAUL O'NEILL: We agres wilth you. You know, whiere--
CHARLIE ROSE: You don't—
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PALL O'MEILL: --whers we have cases that violate thess basic principles of our society, as |
gaid earlier, if people did these things willfully=-
CHARLIE ROSE: Right.
PAUL O'NEILL: --and viclated & law, they oughl to go to jall.
CHARLIE ROSE: Let me move to thres but before five things. This is whera judgmeant comeas in.
Bob Rubin, you mentionad, in the previows administretion thought it was necessary to bail out
Mexcn, PAUL O'HEILL doesn't think it's impordant, necassary, to bal oul Argenting becauss he
thinks == | may e putting words in your mowth -- it's pouring money inte a sibuation wheres it won't
raake any difference, and thasafore il has no condeguence. Right?
PALUL O'NEILL: Mo, nol guie.
CHARLIE ROSE: O, [unintallgible].
PALIL Q"NEILL: | think, | think — you know, wihen [unmtaliigibbe]—
CHARLIE ROSE: Or it's up to the IMF or someane else,
PAUL O'NEILL: Mo, no, na, no. When — let me starl with what you said about Bob. | think when
Bob amd the Clinton administ-ation provided money 1o Mexico, they did it in a way thal mosl
people don't understand.
CHARLIE ROSE: |l was a loan, and & — yes, yes.
PAUL Q'NEILL: Mot only was it a loan, it was fully collateralized by the ail of Mexico. L was nod
a risky loan, il
CHARLIE ROSE: And Argentina has nothing (o collateralize il
FAUL O'MEILL: They don't have anything lefl 1o collateralize. But there's a different important
paint with regard to Argentina, | think, Argantina gof, | think, $440 billion from the Clinton
admmisiration ard the IMF, through the IMF, in the lest monthe of the Clinton administration. And
in fprid of 2001, after we ware hera, they had burned throwgh all of that.
And the question came o the IMF again, We need halp.
CHARLIE ROSE: Yes.
PAUL O'NEILL: And as part of the IMF managing board, we said, All right, they need to do some
things in order to be worthy of mare money, bul, OK. By August they'd burned through all of that.
And we relucianty went along with the notion of the IMF that they should be given one
more chance. It's noft as though Argentina showed up for the first time wih a crsis condition, and
the question was put--
CHARLIE ROSE: You had already bagun to walk down that road.
PAUL O'MEILL: This s a long process of--
CHARLIE ROSE: Bul vou do have a different philogophy than the Clinton adminisiration did,
didn't you, con't you?
PAUL O'MEILL: Well, | think so, in this gensa. | believe the Infernational Mongdary Fund, the
‘Warld Bank, and all the muttilateral development things have been and are and reed 1o e
npartant ko the workd economic devalopment process. And | was frankly very concernad with
what happened in the decade of the "90s, where il seemed o me these organizations got off the
path and bacame instruments of centralizing bad decisions by governmeants, who, in affect,
punted to their intermationad friends--
CHARLIE ROSE: Yes, right, right.
PALUL ©'HEILL; -and neighbors. 1| don't think that's an appropriate thing to do. | bell you whal, |
beleve Argenting's an imporiant country. Wa care a 1ot about Argentina. The president—
CHARLIE ROSE: Well atone time--
PALIL O'NEILL: --[unintellgibla]-
CHARLIE ROSE: --we lhought it was a triurnph of the free market.
PALL O'NEILL: Well, you know, the president said 1o me the ciher day, you know, " Paul, we've
been working on this, the concept of fiendly amigo. And we naed to waork with Argentina and
give thvem all the technical advice and assisiance we'e able to muster from curselves and fram
oiher nations arcund the warld, el them get their footing straighd, so Bat we can give them, and
throwsgh the IMF we can suggest to the IMF a structure, @ program that will lift the lives of
Argentinians.”
You know, and as we do this, we need to change our sense of what's passable. You
krwone, i this elaborate process over the last 50 years of irying to help other nalions, we n the
weld, in the privileged world, have adopled some (deas thal are just bad deas. The idea that if's
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Ok for a developing country bo have an interest rate of 18 or 20 percant is a terrible idea,
because basically i says theyre not cradit worthy.

CHARLIE ROSE: Allright, all righl. Let me mave, anly because of ime, ta, since you menticned
nterast rales--

PAUL O'NEILL: Al right.

CHARLIE ROSE: —lhwre's - i is conventional wisdom that beyond the president, your twao
closest friends in Washington are Dick Cheney and the chairman of tha Fedaral Resene, Alan
Greenspan. Do you believe -- Greenspan has said the following things. He thinks thal fhe
recession - help me make sure — 1 don't want {0 misquats hirm -- the recession may be coming o
ar end, bt there is risk ahead. Do you believe that we will and should have a furthar reduction in
interest rates as - o encourage this economy?

PAUL O°'MEILL: I'm glad wou asked me 5o | can say | never practice monetary policy. 1 hink
Alan Greenspan is a greal guy, he's done a great job for the Fed. | must say, 1 think Pe's done a
greal job for the country. He's 75 years old now. He doesn't need this. But he's siill there. Mo
one works harder than Alan, Mo one, | think, has a better grasp of the details, underpinnings, of
the aconamy 1han Alan Greenspan.

A e will make good judgmeant about whether we need another shot of interest rate
reduction or mot, On the olher hand, you know, it would Be nice [ se8 that we're picking up. |
think we are picking up. And thal Alan's next task will be to decide when ha should raise inlerest
rates, not lower them
CHARLIE ROSE: OK. And whal, so thal the — QK. [unintaligible] - withaut having an impact
an inflatian or in - that kind of - right?

PALUL O'HEILL: Right, right.

CHARLIE ROSE: He-- it & said that you're — that you two talk a lot, and that at the level of in -
fraquency of the conlacls even ncreased. Hes he been someone you talk (o aout whers you
think the econcmy's headed? | mean, does ha—

PAUL O'MEILL: Yes, sure. We say-

CHARLIE ROSE: --[uninieligible]--

FPAUL O'NEILL: --lhal's a-

CHARLIE ROSE: What's the natura—

PAUL O°'NEILL: --[unintalbgible]--

CHARLIE ROSE. --of hes relationaship?

PAUL O'NEILL: Well, we talk o each other a lob Youw know, hé was the--

CHARLIE ROSE: Four or five times a day or?

PAUL O'NEILL: Mo, no, no, mo, na, You know, we talk 1o each other whan there’s real value
You krow, this is not, you know, pick == | dor have amything else to do, | thimk Uil call up Alan--
CHARLIE ROSE: Talk lo Alan, right.

PAUL O'NEILL: -you Know--

CHARLIE ROSE: Have Alan doif.

PALL O'NEILL: And he--

CHARLIE ROSE: You ssen Socné good moviss, of--

PaUL O'NEILL: Yeah, mght.

CHARLIE ROSE: —[unintelligitle]?

PAUL O'NEILL: Mo, wa don't di that, But for example, yeslerday aftemoon he came o my
office becayse the newly appoirnted linance minister of Afighanistan had asked o $&€ me, and |
asked Alan to come along, so that we could falk to him tegether about hie financial -- his ideas
about finance in Afghantstan. And we'd be able fo interact and hear the same things at the samea
time about how he intends 1o go forward.

Sowe do things ke that, ‘We have a reguiar scheduled hour and & half or two hours
ance a week where we have breakfast and talk abeut everything that's topical at the momant.
CHARLIE ROSE: It is said about you that you look particularly at commadities as an indicater of
how ecanomies are performing in various places around the world. True?

PALUL O'NEILL: Yes, you know, 've actually expressed it by saying I'm interasted in what's
going on on the ground. You know, I'm interested in seaing what's going on with aluminum and
stesl and tin amd lead, because they're all ingredients that show up in finished-good products.
CHARLIE RDSE: Yas.
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PAUL O'NEILL: And if things ar: termile there, IUs either a consequence of overinvaestment,
therefore too imuch capacity--
CHARLIE ROSE: Right.
PALUL O'NEILL: --or a weakness i the economy. And for example, fight now the kind of thing
livat | ksok &1 is to see in the aluminum market, for example, what's happening 1o volumes of scrag
material and prices of scrap matenal. Because thal's an early indication that there's going fo be
demand slaced an the virgin material manufacturing, because the scrap is drying ug, it's 20 being
consumed by the maret

You know, so you spend enough time - maybe e spant oo rmech lime - understanding
how materials flow throwgh the economy to final cemand in the form of & new car in your
drivewsy, it helgs you o understand the ebb and flow of the economy. And &s our economies
become mara complicaled because component parts for cars, for example, are coming fram
places all over the world, you need to understand how the counlries are related, how their
exchange rates vary, what kind of invesiments are being made,

And 85 you pul ihose pieces together, it gives you kind of B fingertip sensitivity to where
lhings are going.
CHARLIE ROSE: Sowhat does [t tell you at this moment?
PAUL O'NEILL: Evidence is mied, but if's mined on the posilive side
CHARLIE ROSE: What coes that mean’y
PAUL O'MEILL: It means thal we're crawling out of this stow period. The information his
moening an retail sakes was really quite encouraging. Itwas fully 1 percentage point better than
what all of the -- whal all the gurus thought. | love it when the gurus are wrang, especially whan
they're wrong on the downside, You know, it's really a period where | hope we're going to see
quite a bit af thiat, where the gurus are wrong.

Because, you know, people who do this Tor 2 living tend to miss the change points,
They're right s long as we'e moving in one direction on & confinuous basis. S0 thal means
when you're going down, it doesn take a genius to say, We'ra gaing to keep going down. They
ahways miss Ihe nflection—
CHARLIE ROSE: But timing, ar hig--
FaUL O'HEILL: --pgind, of--
CHARLIE ROSE: --inflection points in timing. is always the most difficult.
PALIL O'NEILL; That's right, and sbmost mo one gets the inflection goints right. 105 probably one
of things that I've done to Treasury is to stop relying on dala thal's three months old or Six monins
ald. And I've got my ecenomic slafl working on collecting real-time information, or something
CHARLIE ROSE: Yes
PAUL O'NEILL: -cloge to resl time as possible—-
CHARLIE ROSE: Well, that's one of the important advantages of technology today, you have
access o nformation that is yes - that is this morming's information,
PAUL O'MEILL: That's righl. You have to be careful, though, as you're warking with real-time
information that you don't delude yourself about what the longer-term trends are. 5o it takes
some judgrent o interpret reai-time informafion.
CHARLIE ROSE: 15 it your information, Is it your fasling, that most of the sort of - If inventaory, if
irventory access will cause an ecenomie decling, that that inventory hag bean deplated and that
now you will bagn 1o see 8 demand and therefocs companies will have to start manufacturing
mora, yvou know, snd use more and hire more in order to meat that demand?
PALL O'HEILL: Exactly--
CHARLIE ROSE: Thal's where you think it is.
FAUL O'MEILL: Yes, you know, | can't find anyone that I've talked to in the last couple of monthe
who doesn't say, There are no inventories in the whole supply chain, They're just drawn down to
nothing, which means if theres an increase in final demand, there’s going 1o be a very Big spurt
all through the supply chain as the supply chain tries to replenish itself,
CHARLIE ROSE: And | assume your theory is, your theary of economics is thal, and if in fact,
consumess have some kind of tax cul and money in their hands, that they will feed that demand,
consumes demand, 55 wall as corporate demana,
PAUL ©'HEILL: Absohulsly.
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CHARLIE ROSE: Two quick questions. Do you believe that the effort to shut down funding for
al-Zoeda and other tarmorist organizations is having an impact?

PALL O'NEILL: “Yus

CHARLIE ROSE: And what's the evidence of thal?

FAUL O'NEILL: The answer is yes, The evidence i secrel and | can't tell you. Bul we're
causing fhem real problems, and we're determined 1o make their problems worse and worse and
W

CHARLIE ROSE: Well, hul how do you know thet? I'm frying io ask, | guess, is, how do you
know that? | mesmn, it — the — because, because they're what?

PAUL O'NEILL: They're having trouble paying hweir peopla,

CHARLIE ROSE: Anh.

PAUL O'NEILL: They're havirng trowble gelting the monaey throwgh the systems that they wsed to
wse so that they can buy material and pay salasies. And we're going 1o keep tightening the
screws, not just for al-Ciaeda bul for all the termorst organizations around the world.

You kriow, we -« | would say people have talked about the first stage of the war in
Afghanisian. We're in the firsl slage of the war against terrorist finance. And we're gaing 1o
prosecute il And were spending lots of time and enargy in perfecting 1ne 1ools to do that joo.
Wa're making progress.

CHARLIE ROSE: OK, hut, bul, Bul what, and I'm, | resiize there are certain things youw can® tell
me. Bul whal you mean by that is, we know where the flow of funds has been, and we know
who's invalved in il, and who initiated it, where it stops along the way, and how we can stop |t
befora it reaches certzin points.

PAUL O'NEILL: Well—

CHARLIE ROSE: Is that whal it &, or [unmiedigible]--

PAUL O'HEILL: Mo, I hink we--

CHARLIE ROSE: [unintelligibla]-—-

PAUL O'NEILL: | — you're too complete in your gescriphion. We've found some of the loose
fhreads hiere and begun to comnect therm, and we've shut dodwn the people wa wers clearly abla--
CHARLIE ROSE: Whether it's a foundation—-

PALIL O'NEILL: --lo identify--

CHARLIE ROSE: --hare or whatewar il mighl be,

PALUL O'NEILL: --have -- Bul | don't think we're done by a long shot. We need 10 keep pursuing
every thread that we can find that connects people and arganizations that wear a humanitasian
face that are the enemy of civilization, We're going to do that. We're going 10 do it &ll over the
world,

And we'te goang 1o be successiul.

CHARLIE ROSE: What is your basl hope, hope, based on the indicators you look al, for
BLONGMIC growth in the second hall of this year?

PAUL O'MEILL: Youw know, | dont want to be — | — one of the hings 've leamed, you know, F'm
not supposed to losecast, or | have to be careful, this is nol a forecast, not--

My Badiaf @ that wa've put in place the condilions that will, in & reasonable = reasonably
shorl penod of time restore the LLE, econemy to a real rale of growth, in the 3 1o 3.5 percent
range.

[:HE.RI._IE ROSE: You.
PALUL O'NEILL: Which is what we need to co. Agam, if we're going 1o do all the things that we

should do and wani to do, our economy has to be an engine of growth for ourseives and for the

rest of the world. We need to get Japan to o the same. We nead o get Eurogs 10 do the same.
So thal we can Both iake care of raising the living standards in the LS. and Japan and

Eurcpe, bul the three |argest economic centers of responsibility in the world can help the rest of

tre waorld o reduce the number of people who are brying to live on less than a dollar & day. There

are maee than a bilion. We should not -- we should reduce that number ta nethingness.

CHARLIE ROSE: We shauld find it unacceplable.

PALUL O'NEILL: Right

CHARLIE ROSE: PAUL O'MEILL. secretary of the Treasury of the United Stales, thamk you very

much for coming.

PAUL O'HEILL: My pfeasurs,
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CHARLIE ROSE: Plaswsure 1o have you here

PAUL QHEILL: Thank you,

CHARLIE ROSE: Thank you for joining us for this hour. We'll sae you nast time.
AMMOUNCER: Funding for CHARLIE ROSE is made possizle by The Roberl Weod Johnson,
Jr. . Charitable Trust, Rosalind P, Waller and b‘;’ Elnmlherg. a provider of muttimedia news and
information sarvices wodldwide,

To order CHARLIE ROSE program transcripts for 57 aach {512 by phome) and video
cassettes for 534.595 each, call 1-300-ALL NEWS, or write to 800 ALL HNEWS at 1535 Grant
Street, Demver, GO B0203. Piease indicate show date and gusst.

For CHARLIE ROSE news, guest lists and your commeents and suggestions, wisit aur
Wb ile @
waw pbs . ong/chartierose.

Copyright U 2002 Rose Communications
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Strickler, Marie

From: Stricklar, Maria

Sent: Menday, January 14, 2002 1107 AM
To: 'Harvey, Christy’

Subject: EE: One last queastion

That'= it ether than what Che Secretary sald on TV yeaterday.

————— Criginal Message===-=

From: Harvey, Christy [mailto:Christy.Harwveydws).coa]
Sent: Monday, January 14, 2002 10001 mm

To: 'Marie.Strichklerfde.trass.gov’

Subject: One last guestian

Am i correct if i say there have been no other Treasury statements RE Enron
and Fubkin? Is this all that's been said?

————— Original Massage-----

From: Marie.Stricklerfdo.treas. gov [mailto:Marie.Stricklerddo.treas.gov]
Sent: Monday, Januwary 14, 2002 9:46 AM

Ta: Harvey, Christy

Subject: Statements by Mlichele Davis

Importance: High

Here is the statement —— it is everybthing that Michele said on Friday.

Scatement by Michele Davis, Assistant Secretary of the Treasury (Puklic
Affairs]:

Fallawing ¥en Lay'"s epall to the Secratary, bthe president of Enron called
Ondersecretary Fisher., Undersscretary Flsher spoke with president of Enron
g te 4 times in late Qctober and early Wovember.

The zalls were informational. The Undersecratary's job is to moniter the
effect of any major development an the capital markets. In that rale, he is
in contact with people in Ehe markebts everyday to be aware of their
CAnGErAS.

AE Enron's negotiationa with its bankers for an extension of credit neared a
dzcizion point, the president of Enren asked Undersecretary Fisher to call

ta banka. Underzsecratary Fiaher inferred tChat he wWas being asked to
ancourage the banks to axtend credit. He nade no such calls.

LETER STATZHENT

Robert Rubia of Clelgroup called Peter Flaher on Wovesber 3 and asked Flsher
what he choushc of the idea of Flsher placing a ecall te rating agencles to
encourage them to wWork with Enton'a bankers to see 1f there i3 an
slterpnative ta an immediate downgrade.

Flaher rpesponded that he dldn®t think 1t advisable to make such a call,
Rubin said he thought that was a reasonable position.

Fishar made no such call.
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Alvarado, Carmen _ _ %}\ﬂu" il )Q
| hL/J.:,b

From: Alvarada, Cammen -
Senl: Mondzy, January 14, 2002 9:42 AM WL
To: Crawis, Michale
Subject: RE: STataments from Friday _
Thank you!
----- Qriginal Mesgage=-«

From: Davi, Michek: )

Senks Maonday, January 14, 3002 9:50 &M

Toz Avaradn, Carmen

Subject: STatements from Friday

Here is the statement that Al Hunt's office was looking for — phease send this to her -- it is everything that | said on
Fricay.

Statement by Michele Davis, Assistant Secrctary of the Treasury (Public Affairs):

Following Ken Lay’s call to the Secretary, the president of Enron called Undersecretary Fisher.
Undersecretary Fisher spoke with president of Enron 6 to § times in late October and early November

The calls were informational. The Undersecretary™s job is to monitor the effect of any major development
on the capital markets. In that role, he is in contact with people in the markets everyday to be aware of their
CONCEMmS.

As Enron’s negotiations with its bankers for an extension of eredit neared a decision point, the president of

Enron asked Undersecretary Fisher to call its banks. Undersecretary Fisher inferred that he was being asked
to encourage the banks to extend credit. He made no such calls.

LATER STATEMENT

Robert Rubin of Citigroup called Peter Fisher on November § and asked Fisher what he thought of the idea
of Fisher placing 2 all to rating agencies to encourage them to work with Enron’s bankers to see if there is
an alternative to an immediate downgrade,

Fisher responded that he didn't think it advisable to make such a call.

Rubin said he thought that was a reasonable position.

Fizher made no such call.
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Alvarado, Carmen

e —— — — R ——

From: Slvarado, Carmen
Sent: Monday, January 14, 2002 .41 AM
To: Sirickler, harie
Subject: FW: STaterments fram Fridany

~Drigingl Massage--—
Seanl: Morday, Jarnsary 14, 2002 G240 &M
Ta: Abvarado, Carmen
Subject: STaternents from Friday

Hare is the statement hat Al Hunt's office was looking for -- please send this to her — it is everything that | said on Friday.

Statement by Michele Davis, Assistant Secretary of the Treasury (Public Affairs):

Following Ken Lay"s call to the Secretary, the president of Enron called Undersecretary Fisher. Undersecretary
Fisher spoke with president of Enron 6 10 8 times in late October and early Movember.

The calls were informational, The Undersecretary’s job is to monitor the effect of any major development on
the capital markets. In that role, he is in contact with people in the markets everyday to be aware of their
CONCETRS.

As Enron’s negotiations with its bankers for an extension of credit neared a decision point, the president of

Ernron asked Undersecretary Fisher to call its banks. Undersccretary Fisher inferred that he was being asked to
encourage the banks to extend eredit. He made no such calls.

LATER STATEMENT

Robert Rubin of Citigroup called Peter Fisher on November 8 and asked Fisher what he thought of the idea of
Fisher placing a call to rating agencies to encourage them to work with Enron's bankers to see if there is an
alternative to an immediate downgrade.

Fisher responded that he didn’t think it advisable 1o make such a call.

Rubin said he thought thal was a reasonable position.

Fisher made no such call,
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Holahan, Betsy

From: Davis, Michela

Sent: Thisrgday, January 17, 2002 11:54 aM

Tao: Heoltahan, Beisy; Anderson, Frances; Strickler, Mark
Subject: please format and distributa

The Secretary is making these remarks al 12:30, so please get tham to the press room as soon as possible, thanks
ni nasd for an embarga

stk i
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Remarks as Prepared to
U.5. SAVINGS BONDS VOLUNTEER COMMITTEE
Thursday, January 17

Thank you Richard, and thank you for hosting this year's luncheon and meeting
of the 1.5, Savings Bonds Volunteer Committee. Before 1 make the formal presentations
we have for you, 1'd like to thank you, vour 2001 committee and Bancoe Popular for
helping make last year a tremendous year for the savings bond program.

Richard, as private sector CEOs you and T always looked at the bottom line to let
the numbers tell the story. So, let's take a quick look at the numbers you and your
committee posted. Bond sales in fiscal year 2001, totaled $6.6 billion -- up an impressive
30 percent from a year earlier. Your efforts to encourage Americans to take a look at the
value of our newest savings bond, the inflation-indexed I Bond also made their mark.
For the first time, | Bonds aceounted for more than half of all bond sales.

1 know that this suceess was the result of your personal commitment, not only as
chair, but also as 2 member of the committee over several years to encourage Americans
to plan for and save for their future, Your efforts to reach out to the Hizpanic community
with this important message are particularly gratifying, This dovetails with your efforts
to reach out to the under-served and un-banked to bring them into the financial

-MaInSIrear.

So, it is with great pleasure that [ present you with Treasury's Gold Medal of
Merit as a token of our appreciation. 1'd also like to present this special Citation that
commemorates our thanks for your service.

As 1 ask Vance Coffinan to join me at the podium, I'd like to remind you that his
and Lockheed-Martin's support over the years are hard to beat. Vance is no stranger to
the committee having headed up the savings bond effort among his colleagues in the
Aerospace industry. And in doing so he demonstrated his and his company’s leadership
by consistently earning the program's highest honors for participation. So as [ present
you with this certificate appointing you Chair of the 2002 U.5. Savings Bonds Volunteer
Committee, | want to thank you in advance for the energy and leadership you and your
team will bring to cur effort this year.

What you, the Savings Bond Volunteers, do is a crucial part of educaring
Americans of every age and background on the impomance of retirement savings. [n the
hroader context of saving, I'd like to make a few comments on the secunty of the
nation's retirement system. The pension system has evolved in recent years into one that
increasingly emphasizes two of the country’s guintessential values, personal
responsibility and freedom of choice, This evolution provides workers much greater
opportunity than ever before to build wealth and save for their own retirement but also
imposes a greater degree of individual responsibility in doing so.
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Deefined contribution plans, commaonly known as 401(k) plans, give individual
workers their own account in which they can build wealth and save for retirement
Participants are allowed, within limits set in the tax code, to choose the level of their plan
contributions. The tax relief plan signed into law last summer increased the amount
individuals can put into [RAs and 401(k)s, because the President 15 very committed to
expanding every American’s ownership and control of their retirement nest eggs.

Your 401(k) is a nest egg you own, and you decide how Lo invest your
contributions, choosing among a set of investment options offered by their employer. In
many plans, participants are also free to invest their employer's matching contributions as
they see fit. This freedom to choose among investments allows employees to choose the
tradeaff between risk and return with which they are most comfortable,

Working Americans value that sense of ownership and control — especially the
knowledge that no one can take your nest égg away from you. That peace of mind
depends on public confidence that retirement plans operate fairly and openly. The rapid
collapse of the Enron Corporation and the effect of the decline in its stock price on its
employees’ retirement funds may have diminished that confidence. One feature of
Enron's 401(k) plan is that the company’s matching contribution was made in the form of
company stock. Many employees may also have invested substantial portions of their
own contributions in Enron stock as well, based on their understanding of the company s
financial condition and future prospects. When the company’s stock became virtually
worthless, employee’s life savings dissolved.

The experience of Enton employees 15 unsettling to the millions of Americans
whose life savings are in their 401(k) plans. Working Americans save to buy a home, to
pay for their children's education, and to retire in comfort. The President is very
concerned that people lost much of their retirement savings through no fault of their own.

The Justice Department is pursuing a criminal investigation. The Department of
Labor and the Securities and Exchange Commission are also conducting separate
investigations for potential violations of their regulations,

If anyone at Enron broke the rules, they will be punished. At the same time, we
need to look at the policy issues presented by the Enron case. We need to determine
whether the rules that apply to 401(k) plans, pensions, and other types of retirement plans
are adeguate to ensure that individuals do not lose control over the life savings they own.
We also need to review whether accurate information is available so that individuals can
make wise saving and investment decisions.

Last week the President directed me, Secretary Chao of the Labor Department and
Secretary Evans of the Commerce Department to convene a working group to analyze
pensicn rules and to develop recommendations to strengthen retirement security. This
review will focus on the issues of fair play in the market and the balance between
consumer choice and firms' interests in offering defined contribution plans.
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A working group of senior staff has already met twice and Secretaries Chao and
Evans and I will hold owr second meeting later today. The working group is looking at a
broad range of 1ssues, including the rules governing diversification, temporary lock out,
and the availability of information to employees. We must ensure that the rules enhance
opportunities for individuals to invest in our economy and ensure that their ownership of
their lifie savings is protected. We want to enhance, not limit, choices individuals can
make in planning for their retirement security. At the same time, we want to preserve and
enhance employers’ incentives to offer retivement opticns that will help their employees
build an sconomically successful future. For individuals to make the best possible
decisions, they must know that the rules prevent anyone from taking those decisions
away from them. We are committed to delivering to the President recommendations that
promote the retirement security of working Americans.

We are also pursuing new methods of making the full range of Treasury securities
more widely available, because Treasury securities are a valuable tool for every
American seeking financial security, We offer the safest, most liquid, securities in the
world to fill investor needs across the whole spectrum of portfolios, from the individual
investor who has 350 to invest, to the largest asset managers and other firms who invest
billions of dollars in managing their portfolios.

The Internet now gives us the technological wherewithal to create the broadest
possible primary market for Treasury securities that imagination and effort will allow.

The Bureau of Public Debt already has some of this in place. Their website offers
investors the oppertunity to get information on and buy both savings bonds and
marketable bills and notes directly from the Treasury. Creating and continually enhancing
this direct link to Treasury products will let our customers move scamlessly along the
whole continuum of the securities we offer as their investment needs evolve.

Enhancing and protecting retirement security for all Americans is one of President
Bush's priorities, and one of my top agenda items for this year. I'm eager to expand the
availability of savings tools to all Americans, and to ensure that working American's
ownership of their retirement nest eggs 1s protected,

=3
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Transcript of AS Michele Davis press briefing on Enron
L1z

MD: Several of you have called about Peter Fisher's interaction with Enron and I'd like to just
get it out to all of you at ence instead of making a bunch of phone calls.

Following Ken Lay's call to the Secretary, the President of Enron called Under Secretary Fisher.
): What's his name?

MD: It's Whaley. .. none of us know how to spell that.

Q: This 15 Cetober, rght?

BAD: Yes

Under Secretary Fisher spoke with the President of Enron six or eight times in late October and
early November. The calls were informational. The Under Secretary’s job is to monitor capital
markets and monitor the effect of any major economic development on the capital markets. In
that rale, heis in contact with people in the markets every day to be aware of their concems.
Evervbody got that?

As Enron’s negotiations with its bankers for an extension of credit neared a decision point, the
President of Enron asked Under Secretary Fisher to call the banks. Under Sccretary Fisher
nferred that he was being asked to encourage the banks to extend credit. He made no such calls.
Do I need to repeat any of that?

0 Did he tell the President of Enron, "Look, I'm not going to make any calls™?

MDD Tt was. he inferred that's what be was being asked. There wasn't a question Lo Answer.

{): Fleischer, yesterday, Michele, had said that Fisher concluded ... basically O'Neill asked him
to do a comparisen, since Lay had asked him about LTCM. Did he in fact do any type of
comparison between LTCM and Enron?

MD: Under Secretary Fisher monitored market reaction and saw no concerns about. ...spillover
effects on the market,

(- So, was there a study done, per <& So there wasn't  study done. It was basically just daily
monitoring, contacts with people in the markets on a daily basis rather than a comprehensive
study?

MOD: Right.
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¥ OK, so there's no direct compare and contrast on LTCM and Enron? That's what Fleischer
had indicated.

MD»: ¥ou'd have to show me Ar's remarks. [ don't know why....I don’t want to respond to
Ari's remarks without knowing exactly what he said on that, but [ don’t think. ..

Q: Well, he said that 0"Neill has asked Fisher, since O'Neill was concerned about Lay’s request,
to go ahead and look at whether this posed the same kind of risk that LTCM did.

MD: The Secretary passed aleng the contents, the information, fram Ken Lay's eall, to Under
Secretary Fisher, and asked him to look into it.

0 And he continues to conclude that there's no similarity to LTCM 7

MD: There's no...

): Do you have times on those calls?

M Just late October, early November.

Cr: What about calls from Lay to [inadudible]?

MDD 1 gave yvou those yvesterday.

) [inaudible]

MD: Oh no, I'm sorry, [ just have the dates,

Q: What I saud, ['m just reading the transcript, was that the Secretary asked Fisher to see
whether, the description I remember was “apt™; to see whether a comparison between Long-
Term Capital Management and Enron was “apt”, and the conclusion that Peter Fisher reached. ..
MD: Under Secretary Fisher saw no spillover effects that raised concemns.

(): But there was no look at comparizon with Long- Term Capital. ..

MD: He saw no spillover effects that raised concerns.

(J: What did O'Neill tell Lay, in the call?

MD: Thanks for the informaticn.

Q: Did ke say, you know, “you should be talking to the Justice Department or the SEC™

MD: He took the information and [that was it].
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(3 And who did Fisher relay his conclusions to? Just the Secretary or was there information that
was given over o the White House?

MDDy No, just the Secretary.

(): Michele, is there anything else Fisher is doing right now, or has he pretty much concluded
that no LTCM-like comparison and the information has been passed on...

MD: There have been no spillover effects.

(: I know you said this, but O'Neill told Whaley to call Fisher?

MD: No. What the Secretary zaid yesterday was that when Ken Lay called him, Ken Lay passed
along his concerns and offered 1o make the information available from his technical people to
our technical people.

(Q: That was what my question was about. The Secretary then took what information Ken Lay
gave to him and...

MD: All he sad to him was, *[I'll make] my technical people available to your technical people.”
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Thureday, Jan. 17, 2002

Grassley: Enron News Underscores Need for Tax Shelter Leglslation

WASHIMGTON - Sen., Chuck (Grassley, ranking mesber of the Commicbes on
Finance, today said revelatisons that Enren might have used tax-haven
gubaidiaries to avaid ctaxes and hide ite fimancial debts underscores the need for
rayx ghelter legismlation.

Far seyeral months, drassley has besn the lead Republican in a bipartcisan
effort to draft legislation chat would help the Internal Revenus Service
jdentify tax shelters and police the illegal use of these vehiclea. He and his
call=agues have nob yat introdoucsed ctheis bill.

grassley sald he is part of a Finance Committee effort Co review whather
Enron used certain tax vehicles that might have masked the company's financial
condicion.

“Tt wad & ahock to read that Enron may have used pnearly 200 tax haven
subsidiaries te avold taxes and hide its financial dsbbs, 9 Graseley said. "dWe
nead to know more about Enron's activities in thess haven sauneries, but even
with whakt we knew right now, this is one more example of why Congress should ace
on tax shelter legislacien., This legislation would force disclasure of Eax
ahelters so that the IRS can better polize them, We also nesad ko Lully asoess
the rale chat offshore tax havens may play in facllitating tax shelters. I'm a
tax cutter, but if chere's one thing I can't stand, it's a tex cheat. When one
person or ccapany falle to pay their share of taxes, it falls en everybody alse
te pick up the slack. So you can be sure that I'11l purauwe this issue when
Congresa comes back in sessiomn.®

Girassley also is preparing l=gislation that would tighten up protections far
retirement plan participants in light of Enreon's collapse. He hopes to
introduce a Bill in the next fow weeks,

-0 -
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President Calls for Review of Pension Regulations and Corporate Disclosure Rules
REMARKS BY THE PRESIDENT IM MEETING WITH HIS ECONOMIC TEAM

The Gval Office
Q:d42 AM, EST

THE PRESIDENT: Thank vou all for coming. I met with my economic security team last week to talk about
ways to create jobs. We're meeting again with the components of the team to talk about one part of
econamlc security, and that's pension security.

One of the things we're deeply concernad about iz that there have been a wave of bankruptcies that have
caused many workers ta lose their pensions, and that's deeply troubling to me. And so I've asked the
Secretary of Treasury, Secratary of Labor and Secretary of Commerce te convene a working group teo
analyze pensions, rules and regulations, to look into the effects of the current law on hard-working
Americans, and Lo come up with recommendations how to reform the system to make sure that people are
not exposed to losing their life savings as a result of a bankruptcy, for example.

A5 well, Secretary of Treasury, aleng with the SEC, the Fed, and the CFTC, are golng to convene a working
group to analyze corporate disclosure rules and regulations, In light of the most recent bankruptcy, Enron,
there needs 1o be a full review of disclosure rules, to make sure that the American stockhalder, or any
stockholder, is protected,

and sa, 1 think this is an important part of, obviously, other investigations that are ongaing. The Justice
Departrment announced and infarmed us late yesterday that they're in the process of investigating aspects
of the Enron bankruptcy, The administration is deeply concerned about its effects on the economy, We're
also deeply concerned abaut its effects on the lives of gur cltizenry.

['ll be glad Lo answer a lew queaskions.

Q When was the last time you talked to either Mr. Lay or any other Enron official, about the -- about
anything? And did discussions Involve the financial problems of the company?

THE PRESIDENT: I have never discussed, with Mr. Lay, the financial problems of the company. The last
time that I saw Mr. Lay was at my mother's fundraising event to -- For literacy, in Houston, That would

have been last spring. I do know that Mr. Lay came to the White House in -- sarly in my administration,
along with, I think 20 other business leaders, to discuss the state of the economy. 1L was just kind of a

general discussion, I have not met with him personally.

3 -- to incculate and your administration politically from the fallout?

THE PRESIDENT: Well, first of all, Ken Lay is a supporter. And I got to know Ken Lay when he was the
head of the -- what they call the Governor's Business Council in Texas. He was a supporter of Ann
Richards In my run in 1994, And she had named him the head of the Governor's Business Council. And 1
decided to [eave him in place, just for the sake of continuity. And that's when [ first got to know Ken, and
worked with Ken, and he supported my candidacy.,

This is -- what anybody's going to find, if -- Is that this administration will fully investigate issues such as
the Enron bankruptcy, to make sure we can learn from the past, and make sure that workers are
1

Q0800000000891



protected,

& Mr. President, does it appear that Iran is flexing its muscles in Wastern Afghanistan, and does that
threaten the U.S. war on terrorism in that region?

THE PRESIDENT: Well, lirsl of all, Iram must be a contributor in the war against terror; that our nation and
our fight against terror will uphald the doctrine, either vou're with us or against us; and any nation that
thwarts our ability to rout terrér oot where it exists will be held to account, one way or the other,

1 hope -- we had some positive signals early -- garly In thls war from the Iranians. We would hope that
they would continue to be 3 posithve farce in helping us bring people to justice. We would hope, for
example, they woulda't allow al Qaeda murderers to hide in theair country. We would hope that if that be
the case, if someone tries to flze into Iran, that they would hand them aver to us, that they're a part of --
il they're a part of the coalition, then they nead to be an active part of the coalition.

In terms of Afghanistan, we are -- we would like to work with the Iranians, as well as other neighboring
countries, to bring a stable interim government to stabilize the interim government, And to the extent that
they're involved, we would hope that they would participate, If they are trying -- if they in any way, shape,
ar ferm try to destabilize the government, the cealiticn will be -- we'll deal with them, in diplomatic ways,
Iniglally, And we would like very much for them to be active participants in a stable Afghanistan. It's to
their advantage, by the way, that Afghanistan be stable,

Q Mr, President, based on the evidence the Israell delegation presented at the State Department
vesterday, about this arms shipment, do vou believe that it's time for the United States to either break or
suspend relations with Mr. Arafat and the Palestinian Authority?

THE PRESIDENT: John, I think it's wery important for our administration to remain engaged with both
parties. Obviously, I want to make sure that the evidence Is definitive, But I'm, like many, beginning to
suspect that those arms were headed in the wrang -- to promaobe terror. And terrar will never enable us to
achipve peace in the Middle East. So long as there's terrorists trying to disrupt the peace process, thare
won't be peace,

I da baliewe that, ance the evidence s in, that those responsible nead to be held to account. On the other
hand, T also believe that our country must stay engaged in the process, | intend to ask Zinnl to go back to
the region at the appropriate time, to keep pushing for a dialogue, to keep pushing for tha process o go
forward.

Mr. Arafat must rencunce terror, must reject those who would disrupt the peace process through terror,
and must work bard to get ba the peace table, Tt seems like it's up ta him ta make these decisions.

(} But has he been less that truthful in speaking to Secretary Powell, General Zinni and others, in saying
he had nething to do with this and ne knowladge of it?

THE PRESIDENT: We will find out the facts, John, But he is -- you asked a question, should we basically
disengage? And the answer is no, we won't disengage from the Middle East. We will stay involved in the
Middla East peace process -- or trying Lo get to the peace process, And it starts with making the region

Mare secure.

Mr, Arafat must rencunce terror, and must reject thase in the region that would disrupt the peace process
by the use of Lerrorist means.,

Q What can you do about pensioners -- what can you do about pensioners now? Isn't that horse already
out of the barn at Enran?

THE PRESIDENT: Our group is meeting, and they will bring recommendations here. They'll look at -- fully
investigate what went an. My concern, of course, Is for the shareholders of Enron. But my - [ have great
concern for the stories -- for those I read about in the stories who put their life savings aside, and for
whatever reason, based upon some rule or regulation, got trapped in this awful bankruptoy and have lost
life savings.
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And cne of the things this group is going to do is take a good hard look at it
Thank you all.
EMLC §:50 A.M, EST

Return to this article at:

http:/fwww whitehouse. gov/news/releases/2002/01/20020110-1.html
</news/releases/2002/01/20020110- 1. html>

00800000000893



Bradshaw, Tara

From: Bradshaw, Tara
Sant: Friday, Jamuary 11, 2002 2:30 PK
Ta: Wiedman, hMark

President Calls for Review of Pension Regulations and Corporate Disclosure Rules
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REMARKS BY THE PRESIDENT TN MEETING WITH HIs ECONOMIC TEAM
The Cval Office

9:42 AM. EST

THE PRESIDENT: Thank you all for coming. I met with my economic securily leam last week to talk about
ways to create jobs. We're meeting again with the components of the team to talk zhout one part of economic
security, and that's pension security.

One of the things we're deeply concerned about is that there have been a wave of bankrupicies that have caused
many workers to lose their pensions, and that's deeply troubling to me. And so I've asked the Secrctary of
Treasury, Secretary of Labor and Secretary of Commerce to convene a working group to analyze pensions, rules
and regulations, to look into the effects of the current law on hard-working Americans, and to come up with
recommendations how to reform the system to make sure that people are not exposed to losing their life savings
as a result of a bankruptcy, for example,

As well, Secretary of Treasury, along with the SEC, the Fed, and the CFTC, are going to convene a working
group to analyze corporate disclosure rules and regulations. In light of the most recent bankruptey, Enron, there
needs to be a full review of disclosure rules, to make sure that the American stockholder, or any stockholder, is

protecied.

And so, I think this is &n important part of, obviously, other investigations that are ongoing. The Justice
Department announced and informed us late yesterday that they're in the process of investigating aspects of the
Enran bankruptey, The administration is deeply concerned about its effects on the economy. We're also deeply
concermned about its effects on the lives of our citizenry.

I'll be glad to answer a few questions,

Q) When was the last time you talked to either Mr. Lay or any other Enron official, about the - about anything?
And did discussions invalve the financial problems of the company”

THE PRESIDENT: 1 have never discussed, with Mr. Lay, the financial problems of the company. The last time
that T saw Mr. Lay was at my mother's fundraising event to -- for literacy, in Houston. That would have been
last spring. I do know that Mr. Lay came to the White House in — early in my administration, along with, T think
20 other business leaders, to discuss the state of the economy. It was just kind of a general discussion. 1 have not
met with him personally.

() - to inoculate and yvour administration politically from the fallout?

THE PRESIDENT: Well, first of all, Ken Lay is a supporter. And I got to know Ken Lay when he was the head
of the -- what they call the Governor's Business Council in Texas, He was a supporter of Ann Richards in my
rur in 1994, And she had named him the head of the Governor's Business Couneil. And I decided to leave him
in place, just for the sake of continuity. And that's when [ first got to know Ken, and worked with Ken, and he

1
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supporied my candidacy.

This i$ -- what anybody’s going to find, if -- is that this administration will fully investigate issues such as the
Enron bankmuptcy, to make sure we can leam from the past, and make sure that workers are protected.

() Mr. President, does it appear that Iran is flexing its muscles in Western Afghanistan, and does that threaten
the LS. war on terrorism in that region?

THE PRESIDENT: Well, first of all, Iran must be a contributor in the war against terror; that our nation and our
fight against terror will uphold the doctrine, either you're with us or againgt usg; and any nation that thwarts our
ability to rout terror out where it exists will be held o account, one way or the other.

I hope - we had some positive signals early -- early in this war from the Iranians. We would hope that they
would continue to be a positive force in helping us bring people to justice. We would hope, for example, they
wouldi't allow al Queda murderers to hide in their country. We would hope that if that be the case, if somcone
tries to flee into Tran, that they would hand them over to us, that they're a part of - if they're a part of the
eoalition, then they need to be an active part of the coalition,

In terms of Afzhanistan, we are - we would like to work with the Iranians, as well as other neighboring
countries, to bring a stable interim govermment to stabilize the interim government. And to the extent that
they're involved, we would hope that they would participate, if they are trying -- if they in any way, shape, or
form try 1o destabilize the government, the coalition will be -- we'll deal with them, in diplomatic ways,
initially. And we would like very much for them to be active participants in a stable Afghanistan. It's to their
advantage, by the way, that Afghanistan be stable.

() Mr. President, based on the evidence the Israeli delegation presented at the State Depariment yesterday, about
this anms shipment, do you believe that it's time for the United States to either break or suspend relations with
Mr. Arafal and the Palestiman Authorty?

THE PRESIDENT: John, I think it's very important for our administration to remain engaged with both parties.
Obviously, I want to make sure that the evidence is definitive. But I'm, like many, beginning 1o suspect thai
these arms were headed in the wrong — to promeote terror, And terror will never enable us to achieve peace in
the Middle East. So long as there's terrorists trying to disrupt the peace process, there won't be peace.,

I do believe that, once the evidance is in, that those responsible need to be held to account. On the other hand, 1
alzo believe that our country must stay engaged in the process. [ intend to ask Zinni to go back to the region at
the appropriate time, to keep pushing for a dialogue, 1o keep pushing for the process to go forward.

Mr, Arafal must renounce terror, must reject those whe would disrupt the peace process through terror, and
sust work hard 1o get 1o the peace table, It seems like it's up to him o make these decisions.

) But has he been less that truthful in speaking to Secretary Powell, General Zinni and others, in saying he had
nothing to do with this and no knowledge o7

THE PRESIDENT: We will find out the facts, John, But he is -- you asked a question, should we basically
discngage? And the answer is no, we won't disengage from the Middle East. We will stay involved in the
Middle East peace process — ot rying to get to the peace process. And it starls with miking the region more
SCCUIE,

Mr. Arafat must renounce termor, and must reject those in the region that would disrupt the peace process by the
use of (Errorist means.

) What ean you do about pensioners -- what can you do about pensioners now?! lsn't that horse already out of
the barn at Enron?
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THE PRESIDENT: Cur growp is mecting, and they will bring recommendations here. They'll look at -- fully
investigate what went on, My concem, of course, 15 for the shareholders of Enron. But my -- I have great
concern for the stories -- for thase [ read about in the stories who put their life savings aside, and for whatever
reason, hased upon some rule or regulation, gol trapped in this awful bankruptey and have lost life savings.

And ane of the things this group is going to do is take a good hard look at it.
Thank you all.
EMD 9:530 AM. EST
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Far Immediate Release
Monday, Jan, 14, 2002

Graseley Explares Kew Protections for Retirement Plan Participants

WASMINGTCON - Sen. Chuck Grassley, ranking member of the Commitbes on
Finance, is pursuing whether Congress should tighten up protectlons Lor
retirement plan participants in light of Enron‘s collapae.

*Millions of mmericans have hundreds of billiens of dollars invested im
emplover-sponaored retirement plans,® Graseley gald. "These plans receive
Favorsd treatment under the fadarsl tayw code. The Commitbes on Finance has the
primazy responeibility, under its jurisdiction, for making sure retirems=nt plans
comply with the tax code and other laws. Our committes alsec hae the
regponaibility to fix any weaknesses that might leave retirement plan
partigipants in trouble If their emplaoyer goes under.”

grageley said the details of the Earon retirement plans are sbill
forthocoming. Howewer, he said, socome aress already are emerging as targete far
goruting . Epacific areas Grassley iz loocking into are:

Company stock. Under current ruwles, a company can restrict a retirement
plan participant from sglling the matek recsived in company stock through an
employes stock ownership plan. (Eoron employess® cospany stock matches were
reskbricted,) Orassley las researching whether employesa should be able to change
this investment cheolce prior Eo an arbitrary age.

Mandated purchases of company stock. Current law allows a plan sponser ta
eompel employs=es to purchage up to 10 percent of employer atock as a conditicn
of partieipating in a 401(k) plan. Grassley sald he thinks thie rule should be
eliminatad,

Fidusiary rules. These rules ensure Chab companies propercly invest and
handle recirement plan money, ineluding spending the money Eor the exclusive
benefic of their emplayesa. Retirement plans are tax-favored vehicles,
aunthorized wader the Internal Revenus Code. Grassley said he wants Lo learn
whether Enrom officials vielated khelr fiduciary duties and in general, whether
Congreas shouwld change the existing rules.

Black-cuts. A "black-ocut® or "lockdown® ccours when a plan is shut daown
for a pericd of time to allew, for example, change to apother plan
administratcr, Enran had such a "black-ouk, " though the length of tcime is
disputed. Orassley said he wants to get the facte on this event becauss it may

1
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coincide with the decline in the company's stock valus,

Mandated diversifizavien of stocks in retirement plans. Some legislation
has besn ipntroduced that mandates employees hold oo more than a certain
percentage of stock in thelr 401(k) plan. Diversifieatien in one part of the
plan should indicate that all investments should be mandated. drassley gaid he
has an op=: mind, but thinks mandates are not desirable nor particularly

feasible.

Grassley said he is pursuing these ideas with experts from cutside groups
and agencles such as the TreaBury Department. the Labor Department and the
Pengion Bernefir Guaranky Corparablon.

WThe tax code smiles on retirement plans, fer good reascn, " Orassley said.
*Tax breaks encourage employers to set up retirement plans and employess Lo Lake
part in those plans. If employere find it easy ko break the rules, thesmn
Congress has to re-write the rule book. Otherwise, employess counting on a
secure recirvems=ot mighit be left cut in eald."

ip additlon o the retirement plan track, Grassley sald he is part of an
cffort ta look inte whether Enron used certalsn tax wehicles that might have
magked the company's financial condivicn.

..}D_
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QUOTE OF THE DAY
“Reassurance is good, Cash is better.”
ANMAD FAWELof the United Mations, on American suppart for Afghanistan,

MATIONAL

105, Hunts & Men Seen oo Tage, Saying They May Plan Atk

The Justice Department released photes and video excerpls of five suspecred Al Qaeds members on Tharsday
who were tped offermg “matyrdom messages.”

MOEE NATIONAL NEWS

"A Moor laowp teat spreads sunshine all over 3 roam'™
The HappyEves (T0) Floor Lamp brangs the benefits of natral daylight indoors for glare-free 3 !
lighting that's perfect For a varisdy of indoor activities.

GBUSINESS
- . . -
The head of the Securities and Exchange Commission proposed Thursday that the sccounting industry should

bz policed by o group donumated by owside experts.

FOLITICS
Congr 1y

Thse White House refused to tum over docursents demanded by Congress as part of an ingquiry info workings of
1l adrmisiration’s energy fask force
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A System Carrupied
By PALIL KRLUGMAM
The Enron debacles is nat just the stary of 2 company that fabed; it 55 the story of a system ihat failed
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1. IRS Tao Examine 50,000 Tax Returns * The Associated Press

The Associated Press
01A16:2002

RS To Examine 30,000 Tax Returns
By CURT ANDERSON

AP Tax Wriler

WASHINGTON (AP) -- Aiming to target its audits better, the [RS inlends a
special random check this year of about 50,000 individual tax returns but
will subject fewer pecple to the intense, face-to-face questioning that drew
heavy criticizm in the past.

RS Commissioner Charles Rossotti said Wednesday the goal is to collect an
up-to-date snapshot of the taxpaying public so that audits get better

results. Almost a quarter of Internal Revenue Service audits now done turn

out to have been unnecessary; the new information could reduce the number of
no-change audits by 15,000 a year.

"We don't want to andit somebody who doesn't need to be andited,” Rossotti
told reporters. "We have an opportunity to reduce the burden on the honest
taxpayer.”

The project, officially called the National Research Program, was last done
in 1988, When IRS officials tried a repeat in 1994, it was withdrawn in a
hail of criticism from Congress and elsewhere as far too burdensome on

taxpayers.

Thosec past efforts required each selected taxpayer -- in 1988, it was 34,000
— to undergo a rigid, time-consuming, line-by-line audit of the tax return,
even down to bringing birth certificates to prove the identities of their
children. A taxpayer's accountant or lawyer wasn't allowed to parlicipate.

This time, officials promise it will be different. Rossotti said about 2,000
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taxpayers will face line-by-line examinations that will be less detailed than
in the past. The biggest group, ehout 30,000 taxpayers, will undergo a more
limited in-person audit, but those will be less intrusive than in the past

and can be attended by a professional tax preparer.

An additional 9.000 taxpayers can expect a correspondence audit through the
muakl, with the remaimng 8000 Likely 1o have no contact at all from the [RS,
The study 15 intended to reflect the taxpaying population as a whole, with a
imore detatled look at taxpayers eaming above 100,000 a vear compared with
Previolus years,

The audits are expecled to begn in the fall on individual retums from the
2001 tax year, for which returns are due April 15. Rossott said the program
will not increase the overall number of IRS audits and will not require an
increase in the agency's budget.

Taxpayers audited under the project will be told why they were chosen.

In 2000, the 1IRS conducted 618,000 audits of individual retums, representing
Iess than one-hall ol 1 percent of the total tax returns filed and less than
half the number of the year before,

A projected 132 million individual tax returmns will be filed this year, and
IRS officials say reversal of the enforcemant slide is essential to ensure
compliance with the law.

"There are, unfortunately, people who cheat on their taxes," Rossott said.
Treasury Secretary Paul O'Neill, who approved the program, said information
gleaned will "put us back on the nght track” in targeting who 15 complying

and whao isn't. The IRS estimated the "tax gap" == the difference hetween all
federal taxes owed and those paid -- at 3278 billion for the 1998 tax vear.
"While we have a general sense of the tax gap, and we know that compliance is
uneven, we don't have the necessary information to know how big the problem
i5 or how to fix i, O'Neill said i a statement.

In addition, the project enables the IRS to find areas in the tax law that
consistently give people trouble. Forms and instructions can be improved, and
sometimes Congress will change tax law to eliminate problems.

This year's project will involve enly individual Form 1040 tax returns.

Future projects will focus on other taxes, such as those paid by

corporations, small businesses and the self-employed.
1. US IRS Eveing Tax-Audit Stody Involving 50,000 Taxpayers * Dow Jones Newswires

Dow Jones Newswires

Jamuary 16, 20032

US TRS Eveing Tax-Audit Study Involving 50,004 Taxpavers
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Bv JENNIFER CORBETT DOOREN

Of DOW JONES NEWSWIRES

WASHINGTON -- The LLS. Internal Revenue Service 15 proposing a
tax-audit study that would invelve 30,000 taxpayers beginning this fall.

[RS Commissioner Charles Rossotti said Wednesday the proposal is
designed to update and improve IRS auditing techniques so the agency
can better focus its resources on auditing people who don't pay their taxes.

"lt's very imporiant when vou do auditing that we aren't bothering the
people who ars paying their taxes,” he said. "You reed information to
make the best judgment about who to audit.”

To get updated information, the [RS plans to conduct a random sample of
50,000 taxpayers from all income groups to determine whether people are
complying with the tax code.

The tast time the IRS conducted such a study was in 1988, The agency
tried to conduct another study in 1994 but it was shot down by lawmakers
on Capitol Hill who deemed it too expensive and intrusive, In 1988 54,000
taxpayers had to sit down with the IRS and go through a line-by-line audit
and show documentation for each line. A similar method was proposed in
BT

Rossort said the new proposal is much less intrusive. About 8,000 of the
taxpayers in the group of 50,000 won't even know they are being audited.
The IRS will simply audit their return with information it already has, such
as maiching their reported income with information filed by their
emplovers.

Another 9,000 audits will be conducted by mail. About 30,000 audits will
be of "limited" scope where only a part of the retum will be andited,
Taxpayers can send a third party in their place to meet with the [RS.
Rossotii said 2,000 people will be subject to a line-by-line audit but it
wion't necessarily require the taxpayer to produce documentation for each
line.

Rossoiti said he met with congressional staff from the House and Senate
tax-wriling committees earlier Wednesday and will be discugsing the
proposal with lawmakers during the next few months.

Treasury Secretary Paul O'Neill signed off on the plan, saying "The
problem is that currently we have no up-to-date data on wha 15 and 15 not
paying their fair share, and why.”

"The IRS is simply auditing too many of the law-abiders and not enough of
the people who avoid paying taxes because they lack the basic information
i make informed audit decisions,” O'Neill said.

Indeed, Rossotti said the "no change" rate from annual audits has increased
during the past several years to about 25%,. That means that 25% ol all
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returns that were audited were correct.

The 50,000 audits that will be apart of the study won't increase the overall
amount of audits conducted by the IRS, a [izure that has been dropping in
recent vears. [n fiscal year 2000 about 618,000 individual taxpayer audits

were completed, which is down from 1.9 million in 1993,

-By Jennifer Corbett Dooren
3. LILA. Plans Random Audits, But It Promises (o Be Gentle ® The New York Times

The New York Times

January 17, 2002, Thursday, Late Edition - Final
SECTIOMN: Section C; Page 4; Column 3; Business/Financial Desk
LENGTIL: 318 words
HEADLINE: LR.S. Plans Random Audits, But It Promises to Be Gentle
BYLINE: AP
DATELINE:; WASHINGTOMN, Jan. 16

BODY:

In an effort to do & better job of conducting audits, the Internal Revenue Service plans a random check of
about 50,000 individual tax retums this year but will subject fewer people to the intense fece-to-face
questioning that drew heavy criticism in the past.

Charles 0. Rossotti, the LR.S. commissioner, said today that the goal was to collect an up-to-date snapshot of
the taxpaying public so that audits could get better results. Almost a quarter of audits twm out 10 have been
unnecessary; the new information could reduce the number of no-change audits by 15,000 a year, "We don't
wanl to audit somebody who doesn't need Lo be audited,” Mr. Rossotti said.

The project, cailed the National Research Program, was last done in 1988, When LR.5, officials tned to repeat
it in 1994, i was withdrawn in a hail of eriticism as far too burdensome on laxpayers.

Past efforts required sach selected taxpayer -- 54,000 were chosen in 1988 — to underge a rigid line-by-line
audit, requiring even birth certificates to prove the identities of any children. A taxpayer’s accountant or lawyer
was nol allowed to participate.

Officials promise that this time will be different. About 2,000 taxpayers will face examinations that will be
line by line but less detailed than in the past, Mr. Rossotti said. About 30,000 taxpayers will undergo a more
limited in-person audit, but those will be less inirusive and professional tax preparers will be allowed to attend.

An additional 9,000 taxpayers can expect an audit through the mail. And the rest of the 50,000 chosen in the
random check are expected 1o have no contact at all from the LRE.S. The study 15 intended 1o reflect the
taxpaying population, with a more detailed look at taxpayers earning above 5100,000 a year compared with
previous years. The audits are expected to begin in the fall on individual returns from the 2001 tax year.

GRAPHIC: Photo: Charles Q. Rossotti, the LR.S, commissioner, seeks an up-to-date snapshot of the
taxpaying public. (Stephen Crowley/The New York Times)
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4. IRS targets 50,000 for special data-gathering audits * USA TUDAY

USA TODAY

Tanuary 17, 2002, Thursday, FIRST EDITION
SECTION: MONEY; Pg. 5B
LEMGTH: 411 words
HEADLINE: IRS targets 50,000 for special data-gathering audits
BYLINE: Thomas A. Fogarty
DATELINE: WASHINGTON

BODY:
WASHINGTON - Almost 50,000 taxpayers will be audited this year to determine how much the government
is losing to cheating and mistakes.

The effort also is expected to help the IRS make sure future audits target taxpayers most likely to be illegally
avoiding taxes or underpaying. Targets of the new IRS program, benignly called the National Research Project,
will be notified beginning next fall, Announced Wednesday by IRS Commissioner Charles Rossotti, the IRS
proposal is designed 1o sidestep fierce public and congressional criticism that doomed a similar effort in 15995,
The new plan calls for IRS "to get the information with the smallest possible burden 1o the taxpayer," Rossolli
SAYS.

The 1995 proposal was intended to update a 1988 study in which 54,000 taxpayers were subjected to what
became widely known as "the audil from hell." In those superaudits, the IRS demanded documentation fior
every line of the tax retern. Marmied filers were compelled to produce marriage certificates. Claims of
dependents had to be substantiated by birth certificates.

The IRS then planned a comparable deep dive into the private lives of about 150,000 taxpayers starting in
Diecember 1995, Congress pre-empted by cutting IRS financing amid allegations of polential privacy
violations. Roessotti, who acknowledges that the 1993 proposal was intrusive, outlined several differences in the
new approach:

* The study won't add to the total number of IRS audits this vear. Instead, he says, the special-purpose audis
will piggyback on audits that would have been performed anyway.

* Only 2,000 of the audits will be line-by-line. Documentation requirements will be no greater than those
required in a regular IRS audit.

* Most audits that are part of the new study will be limited in their scope, and some will require nathing more
than an exchange of correspondence with taxpayers.

Because the IRS is lacking fresh data on those categories of taxpayers most prone to fraud and errors, the
current audit program is less effective than it should be. Too many of those selected now are proving to have
followed all the tax laws.

"You never know whether vou should have asdited someone until alter you're done,” he says.
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Treasury Secretary Paul O'Neill endorsed the IRS plan, saying it addresses the problems with the 1995 plan.
"This will allow the IRS 1o gather the necessary tax [airness data without excessively burdening taxpayers,”
O'Meill says.

5. IRS Again Plans Random Audits; Program, Dropped in "90s, Designed to Measure Compliance * The
Washington Post

The Washington Post

January 17, 2002, Thursday, Final Edition
SECTION: FINANCIAL; Pg. EOI
LENGTH: 545 words

HEADLINE: IRS Again Plans Random Audits; Program, Dropped in "90s, Designed to Measure
Compliance

BYLINE: Neil Irwin, Washington Post Staft Wniter
BODY:

The Internal Revenue Service plans to reinstate a limited version of a controversial research program in which
thousands of randemly selected tax retums were audited inlensively to ry to measure overall compliance with
the law.

The IRS audits hundreds of thousands of taxpayers each year -- 618,000 in 2000 - because of emors it spots
or unusual entries on returns. Many of the audits are done by mail, but 251,000 were conducted in person in
2000, To better spot which taxpayers are most likely to have broken the rules or made mistakes on their retums,
the IRS used to pick 54,000 taxpayers at random across all income levels and examine their retums
excruciatingly closely -- a process opponents of the program called "audits from hell." The Taxpayer
Compliance Measurement Program was scrapped in 1988 under pressure from Congress, as was an attempt to
reinstate it in 1994,

Now, the IRS plans a narrower program that is intended to obtain the same data while inconveniencing those
selected for study less severely, Instead of requiring 54,000 taxpayers to meet with an IRS agent and provide
documentation for each line on their returns, the new National Research Program would give a similar, though
mote flexible, ling-by-line audit 1o 2,000 randomly selected taxpayers.

Thirly thousand other taxpayers would receive more ot less standard audits under the program, and 17,000
would be audited by mail or have their retums serutinized without being contacted at all.

IRS afficials said vesterday that the goal is to audit fewer innocent people; nearly a fourth of taxpayers
audited for their 1998 returns were found not to have broken rules or made mistakes on their retumns. The new

program is designed to help the agency set guidelines on whose returns should be audited so that more audits
capture tax scofflaws.

"The less information you have, the more people you audit who you shouldn't have,” Commissioner of
Internal Revenue Charles O, Rossotti said yesterday. He estimated that the research program will keep 15,000
imnocent taxpayers a year from being audited.

The decision te go forward with the program is not et final, Rossotti said, and the TRS will consider
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comments from outside groups and members of Congress before committing te it. The research would begin
this fall at the carliest.

The plan was endorsed by Treasury Secretary Paul H. O'Neill, who said in a prepared statement yesterday:
*The IRS is simply auditing too many of the law-abiders . . . That only hurts the honest taxpaycrs and helps the
cheats, and that's backwards, The NRP will help put us back on the right track.”

Robert S, Melntyre, director of Citizens for Tax Justice, which favors strict enforcement, said the research
plans were desirable but probably will not go far enough to give the IRS sufficient data to know wham to audit.

"I'm sure they need to do a lot more, but theyv're frightened by the tax cheaters' lobby in Congress,” said
Melntyre, referring to groups that eriticize the [RS as o invasive in enforeing tax rules.

The IRS expects no new funding for the research program, Rossotli said. The audits conducted in the new
study will reduce by that number the quantity of audits conducted for other reasons.

6. Tax Compliance: IRS UNVEILS NEW, LESS BURDENSOME SYSTEM FOR ASSESSING
COMPLIANCE, TARGETING AUDITS * BNA

The Bureau of National Affairs, Inc.,
Daily Tax Report
January 17, 2002, Thursday
12 DTR GG-1{2002)
LENGTH: 1192 words
SECTION; LEAD TAX REPORT

TITLE: Tax Compliance: [RS UNVEILS NEW, LESS BURDENSOME SYSTEM FOR ASSESSING
COMPLIANCE, TARGETING AUDITS

AUTHOR: By Alison Bennett

TEXT:
The Internal Revenue Service Jan. 16 proposed a new, less intrusive sysiem of measuring taxpayer
compliance to replace the widely criticized audit program it axed in 1994,

The new project, called the National Research Program (NRP), is an attempt to "make the administration of
the tax system as fair as possible,” Commissioner of Internal Revenue Charles (. Rossolti told reporters at a
briefing.

Updated compliance information would help IRS target its audit resources where they are most needed, he
said,

*This project will help all taxpayers by giving the agency timely, accurate information aboul tax compliance,”
he said. The information will allow IRS to replace ovtdated audit formulas and develop new ways to combat fax
cheating, according to Rossotti.

Initially, the program would involve random audits or other checks of about 50,0400 individual taxpayers, with
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possible expansion to corporations and employers over ime, Rossollt smd. Tt is intended to measure filing,
payment, and reporting compliance, with a key focus on underreporting.

Waorking With Congress.

While the new compliance system 15 still in proposad form, Rossotti said IRS is working closely with the tax
committees in Congress to develop a final plan that could be implemented as early as the fall of 2002,

He stressed IRS is trying to gather information that would help target its audits in arcas where compliznce
problems are most likely to exist, while minimizing burdens on taxpayers.

The agency has not had reliable information to make those decisions since 1988, when the last audit was done
under the Taxpayer Compliance Measurement Program (TCMP). That program was finally withdrawn in 1994,
under fire for s intensive, line-by-line audits requiring minute documentation,

"If vou had a ¥ 10 deduction for postage because you had a business in your home, we would ask for the
canceled check to the post office,” Rossotti said. "We don't think we need to do that any more."

Rossotti said the new system could eliminate as many as 15,000 unnecessary audits annually. He stressed the
compliance measurement approach will be "very different than in the past.”

According to an IRS news release (IR-2002-03) and fact sheet (F5-2002-07), the individual taxpayers making
up the first stage of the project will be chosen at random within each of about 30 audit classes.

Flexible System.

Unlike TCMP, which required burdenseme face-to-face audits for all taxpayers in the sample, however, the
new system calls for four different types of examinations. None have decumentation requirements as stringent
as those under the old approach, Rossot said.

Qf 50,000 taxpayers in the sample, just 2,000 would undergo line-hy-line audits, with a requirement for

“reasonable” substantiation. The majority of filers, about 30,000, would be selected for "limited scope™ face-to-
face audits, expected to be no more intrusive than ordinary exams, the commissioner said,

About 9,000 taxpayers in the sample would be contacted for correspondence audits, while TRS would do
compliance checks on another 8,000 taxpayers that would involve no contact at all.

The more flexible approach will be made possible by an effort to "put much of the burden on IRS to do our
own research before we go taking information from the taxpayer,” Rossotli told reporters,

The IRS commissioner said that new statistical techniques allow the agency to “calibrate” the accuracy of the
less intensive awdits and checks wsing the information obtained from the smaller sample of line-by-line exams.

"We've been working hard on coming up with a creative new approach that will get us the information we
need and only the information we need," he said.

High-Income Taxpayers Stedied.
Mark Mazur, the agency's new director of research, analysis, and statistics of income, said the sample will be

evenly split across all income levels, with even distribution of the types of examinations across these income
levels as well.
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He noted, however, that IRS's operating divisions dealing with wage and investment taxpayers, small
businesses, and the seli-employed are secking more detailed information on high-income taxpayers.

Both Mazur and Rossotti stressed IRS does not plan to single out high-income individuals for more intensive
audit focus, but may construct its sample categories in such a way that additional information can be obtained
for certain types of taxpayers.

"We're not anticipating more audits being done or shifting the distribution,” Mazur said.

Mo Mew Spending,

In fact, Rossotti said, RS plans to conduct this program within its normal cempliance efforts, No additional
audits will be conducted outside of the total IRS planned to do anyway, and no additional resources will be
committed, he told reporters.

"This is a way of using resources to make the rest of the resources more efficient," Rossotti said.  Treasury
Secretary Paul ONeill Jan. 16 said he supports the new initiative. "Tracking taxpayer compliance is a
carnerstone of a fair tax system," he said. "This new approach will allow the IRS to gather the necessary tax

fairmess data without excessively burdening taxpayers.”

Rossotti zaid an increasing number of audits resulting in no tax change is a signal the agency is wasting
precions -- and shrinking -- exam resources, "We're auditing the wrong people,” he said.

The commissioner said despite the decline in audits that actually eateh noncompliant taxpayers, there is ample
evidence that wrongdoing exists. "There is plenty of reason to believe that some people aren't paying what they
owe,” he said.

Rossotti said he doss not expect this program to increase the sgency's audit rate, but hopes it eventually will
make the examination process more productive. "We have to have enough activity to find people that are not
paying what they should,” he said.

Fractitioner Reaction.

Tax practitioners Jan, 16 said they support the idea of IRS having updated compliance information to improve
its audit process, but reserved judgment until more details become available.

Richard Lipton, chairman of the American Bar Association Section of Taxation, said his organization has
"consistently supported the concept of IRS having the knowledge it needs to enforce the tax laws," but said it is
too soon to take a position on the new measurement plan.

*It's clear the service is trving to find an audit technique that will be less burdensome than TCMP," he said.
"The idea of a compromise is something that we support.”

Timothy McCormally, executive director of Tax Executives Institute Inc., expressed similar views.

“The IRS needs to get more information so it can be smarter about what it audits,” McCormally told BNA.
"From that perspective, it makes a lot of senge.”

Texis of IR-2002-05 and F§-2002-07 are in Section L.

Text of zn O'Netll statement is in BNA TaxCore,
7. IRS VETS SEW COMPLIANCE MEASUREMENT PROPOSAL * Tax NMotes Today
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JANUARY 17, 2002 THURSDAY
DEPARTMENT: News, Commentary, and Analysis, News Stories
CITE: 2002 TINT 12-2
LENGTH: 1057 words

HEADLINE: #2 2002 TNT 12-2 IRS VETS NEW COMPLIANCE MEASUREMENT PROPOSAL.
(Belegse Date:
JAMNUARY 16, 2002) (Do 2002-1364 (3 original pages))

AUTHOR: Hamilton, Amy
Tax Analysts

RS Commissioner Charles O, Rossoiti on January 16 met with staff for congressional taxwriting commillees
to describe the agency's latest proposal for measuring taxpaver compliance. The IRS claims its newly proposed
National Research Program, which has been in the works since the 1994 "audits from hell™ public relations
fiaseo, would be far less intrusive and burdensome on taxpayers than the discontinued Taxpayer Compliance
Measurement Program. "It also would help us be more precise in auditing people who should be audited,” said
Rossotti,

Congress is not in session and stafl declined to speculate on how lawmakers would react to the proposal when
they return. However, *It's important for the IRS to have updated taxpayer information so that it can better
target its resources,” said Senate Finance Committes ranking member Charles E. Grassley, R-lowa, on
January16. "I'll monitor the [RS's implementation of this program closely to ensure that the agency strikes the
proper balance between taxpayers' rights and its informational needs.”

Treasury Secretary Paul H. O'Neill on January 16 gave the IRS approval to move forward by making the
proposal public and seeking comment. Though no legislative action is required for the IRS fo cary out the
proposed compliance measurement audits, Rossotti said IRS officials plan to spend the next several months
meeting with lawmakers to discuss the plan. Ideally, the IRS would like to start pulling tax year 2001
individual  income retumns by fall for audit, he said,

"The last audits really did have all sorts of epithets applied to them," Rossotti told reporters at a technical
briefing on the proposal. In 1988, the last time the IRS conducted a compliance measurement program, 54,0040
taxpayers were required lo participate in face-to-face audits in which the IRS required line-by-Lne
substantiation through documentation. That is, if a taxpayer claimed a § 10 postage deduction for business in
hame, the [RS required the taxpayer to substantiate that claim through the canceled 3 10 check.

Rossotti said one of the basic ideas behind the new approach is to put as much of the burden ¢n the IRS as

ssible to do the research before approaching taxpayers under audit in the program. That 15, Rossotti said, the
RS first would make maximum use of the datz it zlready has to substantiate as many claims on retums under
audit as possible. "Eighty percent of income is reported from third parties anyway,” he said.

After verifying as much data as possible, the IRS will be able to determine "what we need to talk sbout with
the taxpaver,” Rossotti said. Taxpavers would not be required to attend any face-to-face audits but instead could
have their representative take care of (he business, Rossotti said. Also, the IRS would require no more than the
same ordinary, reasonable substantiation that it requires in any regular audit, Mational Research  Program
andits should take about the same amount of time as regular audits, he said; past compliance measurement
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audits took two to three times as long as regular audis,

Mark Mazur, the [RS's director of research, analysis, and statistics of income, said that under the program the
IRS would randomly select a maximum of 50,000 taxpayvers for audit. The taxpayers selected for audit under
the Mational Research Program would come from the universe of GO0,004 to 800,000 individuals the [R5
already audits each year. Put another way, the IRS would spend no more resources than already budgeted and
would not require a pool of taxpayers to be audited on top of the [RS's regular workload.

Further, the randomly selected 50,000 individuals would represent taxpavers from every income level. This
breakdown would include several different subdivisions of taxpayers under audit making more than § 100,00
per year,

The IRS expects it would be able to adequately verify information on 8,000 taxpayers selecied for the
program. That is, none of these taxpayers would even be contacted by the TRS. Another 8,000 taxpayers would
require some limited form of contact from the IRS to substantiate something on the retum, Rossotti said, but
these contacts would be the same as those under ordinary correspondence audits.

The IRS estimates that 30,004 taxpayvers would require limited in-person audits under the National Research
Program. That is, after the IRS has completed its initial research, it will clearly define what issues it has with the
retumn instead of conducting line-by-line audits. The resulting limited scope audits would be no more intrusive
than ordinary audits, Rossott zaid.

There would be a pool of 2,000 taxpayers who would undergo line- by-line audits that require reasonable
substantiation. This sample would be used to calibrate the accuracy of the rest of the program. That s, this pool
of 2,000 taxpayers would represent taxpayers at all income levels who would undergo line-by-line audiis 2o that
the IRS could determine the accuracy of the limited scope audits conducted on the majority of taxpayers in the
proaram.

There is no up-to-date data on which taxpayers are and which are not paying their fair share of taxes and why,
(O'Neill said in a prepared statement. "While we have 2 general sense of the lax gap, and we know that
compliance is uneven, we don't have the necessary information to know how big the problem 1= or how to fix
it," O'Neill said. "As a result, right now, when the IRS chooses which taxpayers o audit, too many law-abiding
taxpayers are subjected to audits for the wrong reasons, when they've done absolutely nothing wrong.”

It has been nearly 15 years since the IRS was last able to measure faxpayer compliance. O'Neall said that
hecause the RS lacks the basic information to make informed decisions about whom and what activitics o
target for audit, the IRS currently audits too many law-abiding taxpayers and not enough cheaters

According to Rossotti, nearly 25 percent of all IRS sudits result in no changes - a sign that the IRS 15
ineffeetively targeting the right taxpayers for audits. Wot only would the proposed approach help the IRS build
better compliance programs and more effectively catch tax cheats, Rossotti said, it would help reduce audits of
taxpayers who filed an accurate return by at least 15,000 Lax returns a year.

8. IRS Plans Intensive Auditing; Taxes: Compliance program will examine 49,000 taxpayers to ferret
out cheating * Los Angeles Times

Los Angeles Times

January 17, 2002 Thursday Home Edition

SECTION: Part A; Part 1; Page 1; Financial Desk
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IRS Plans Intensive Auditing: Taxes: Compliance program will examine 49,000 taxpayers to lerret out
cheating.

BYLINE: KATHY M. KRISTOF, TIMES STAFF WRITER

BODY:
The Internal Revenue Service, worried that tax cheating is on the nise, wants to bring back a version of the
"super audits” that were so dreaded and controversial that they were all but eliminated by the agency.

The IRS said Wednesday that it plans to audit 49,000 taxpayers selected at random under its revamped
taxpayer compliance program--dubbed the National Research Program--beginning this fall.

However, the agency said the program will not be as wide-ranging as its proposed 1995 plan to subject
153,000 Americans to detailed, line-by-line andits.

Only 2,000 taxpayers will be targeted for line-by-line andits, the IRS said. About 47,000 returns examined
under the proposed project will be checked by a combination of computerized data matching, taxpayer
correspondence and more directed audils that focus on only a few select issues, the IRS said. “The process is
substantially less intrusive on taxpayers, but it will help us catch tax cheating and improve tax
administration,"said IRS Commissioner Charles Rossotti. "We have found new ways 10 use existing
information to measure tax compliance,”

IRS critics were quick to dencunce the new audit program.

"I think this is insidious,” said Robert Schriebman, a tax attomey in Rolling Hills Estates who was a key
witness in the IRS oversight heanngs in the mid-1990s.

"It is very frightening. It's not the 2,000 potential audits. It's "Where does it stop? People might think, There
are millions of tax retums, who cares about 2,0007 But what is it going to be next year?®

Treasury Secretary Paul H. O'Neill said detailed tax exams are necessary to ferret out tax cheating. The old
super audit program, known as the Taxpayer Compliance Measurement Program, was widely feared by
taxpayers. But those audits resulted in a wealth of data that helped the [RS pinpeint where audits were needed.

For example, the old compliance awdit program revealed that taxpayers were frequently claiming tax
deductions for nonexistent dependents. The IRS subsequently decided in the late 19805 to ask taxpayers to
include a Social Securtty number for cach child elaimed as a dependent. The next year, the number of
dependents claimed dropped by 7 million.

The last taxpayer compliance audits were conducted in 1928 and the data wsed to target tax returns for
"routine” audits are hopelessly out of date, povernment officials said. As a result, the IRS is increasingly
auditing taxpayers who have done nothing wrong.

*The TRS is simply auditing too many of the law-abiders &nd not encugh of the people who avoid paying
taxes because [the agency] lacks the basic information o make informed audit decisions,” ONeill said in 2
prepared statement. "That only hurts the honest taxpayers and helps the cheats, and that's backward.”

The IRS estimates that the new compliznce audit program will eliminate about 15,000 so-called no change
audits annually. Those are cases in which the IRS audits returns only to find that the taxpayer meticulously
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obeved the law,

Officials also hope the progeam will slow the growth of tax cheating, The IRS estimates that the tax gap--
which includes the amount owed by non-filers and those who under-report iIncome--soared to 5278 billion in
1998, A 0.1% improvement in compliance would generate 31 billion in tax revenue, the agency said.

The RS is seeking input on the new compliance program from Congress and tax preparer groups, IRS
spakesman Terry Lemons said. If the responss is favorable, the program could launch in Octaber.

The IRS brewed up a storm of controversy on Capitel Hill in the mid-1990s when it last tried to launch a
round of intensive compliance audits. Congressional leaders compared the program with the Inquisition and the
IRS later dropped the idea, citing budzet cuthacks.

lowa Sen. Charles Grassley, the top Republican on the Scnate Finance Committee and former member of a
commission that restructured the IRS in 1998, said Wednesday that the agency neads to be mindful of taxpayer

rights.

"I'll monitor the IRS' implementation of this program closely to ensure that the agency strikes the proper
balance between taxpavers' rights and its informational needs," the senator told Bloomberg Mews.

Under the new compliance proposal, 8,000 returns would be checked solely through computerized matching
PrOgrams, requiring no contact with the laxpayer. An additional 9,000 would invelve the exchange of
correspondence between the IRS and the taxpayer, the agency said. About 30,000 would invelve sit-dewn
meetings with auditors, but would not feature line-by-line scrutiny or require veluminous documentation.

Only 2,000 of the compliance audits would be so-called calibration audits requiring the selected taxpayers to
document each line of each retwrn, the agency said. Even in those cases, the agency plans to require less
decumentation, Lemons said.

"We are taking & more common-sense approach,” he said, "We aren't going to require that you come up with
the receipt for the $20 in postage that you claimed as business expenses. We see these as being much more

comparable to a regular audit."

Tax preparers say that change is pivotel because the old tax compliance audits were 5o onerous that they were
aften referred to as "audits from hell.”

Preparers alse hated the old audils because the randomly selected taxpayers often had done nothing

suspicious--they were simply unlucky. But they still had to endure examinations that took twice as much time
as an ordinary audit and often cost thousands of dollars when taxpayers had to hire accountants Lo represent

them.
"If you claimed a dependent, we would require you to show their birth centificate,” said Gary Iskowitz, a

Century City certified public accountant who previously ran the IRS" audit division in Baltimore. "It was a
nightmare if you were selected.”

*®

Times staff writer Liz Pulliam Weston contributed to this report.
9, IRS to reduce in-person audits * The Washington Times

The Washington Times
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IRS to reduce in-person andits
ASSOCTATED PRESS

The TRS will check a random sample this vear of 50,000
individual tax returns but will subject fewer people to the
intense, face-to-face questioning that drew heavy criticism in
the past.

IRS Commissioner Charles Rossotti said vesterday the
goal is to collect an up-lo-date snapshot of the taxpaying
public so that audits get better results. Currently, almost a
quarter of Intemal Revenue Service audits turn out to be
unnecessary; the new information could reduce the number of
no-change audits by 15,000 a year.

"We don't want to audit somebody who doesn't need o
be audited,” Mr. Rossotti told reporters. "We have an
opportunity to reduce the burden on the honest taxpayer.”

The project, officially called the National Research
Program, was last done in 988, When IRS officials ned a
repeat in 1994, it was withdrawn in a hail of criticism from
Congress and elsewhere as far too burdensome on
taxpayers,

Those efforts required each selected taxpayer - in 1988,
it was 54,000 - to underso a rigid, fime-consuming,
line-by-line audit of the tax retum, even down to bringing
hirth certificates to prove the identities of their cluldren. A
taxpayer's accountant or lawyer wasn't allowed to
participate.

This time, officials promise 1t will be different. Mr. Rossolt
said about 2,000 taxpayers will face ling-by-line examinations
that will be less detanled than in the past. The biggest group,
abhout 30,000 taxpayers, will underge a more limited
in-person awdit, but those will be less intrusive than in the past
and can be attended by a professional tax preparer.

An addicional 9,000 taxpayers can expect a
comespendence audit through the mail, with the remaining
8,000 likely to have no contact at all from the IRS. The study
is intended to reflect the taxpaving population as a whaole,
with 2 more detailed look at taxpayers earning ahove
§100,000 a year compared with previous years.

The audits are expected to begin in the fall en individual
retums from the 2001 tax year, for which retums are due
April 15, Me. Rossotti said the program will not increase the
overall number of IRS audits and will not require an increase
in the agency's hudget,
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Taxpayers audited under the project will be told why they
wers chosen.

In 2000, the IRS conducted 618,000 awdits of individual
reflurns, representing less than one-ball of 1 percent of the
total tax reouens filed and less than half the number of the
Previous year.

A projected 132 million individual tax returns will be filed
this year, and TRS officials say reversal of the enforcement
slide 15 essential to ensure compliance with the law.

"There are, unfordunately, people who cheat on their
taxes,” Mr. Rossotti said,

Treasury Secretary Paul H, O'MNedl, who approved the
program, said information gleaned will “put us back on the
right track" in targeting who is complying and who 1sn't. The
IRS estimated the "tax gap” - the difference between all
federal taxes owed and those paid - at $278 billion for the
1998 1ax year.

“While we have a general sense of the tax gap, and we
know that compliance is uneven, we don't have the necessary

information to know how big the problem is or how to fix it,”
Mr. OFNetll said in a statement.

In addition, the project enables the IRS to find areas in the
tax law that consistently give people trouble. Forms and
instructions can be improved, and sometimes Congress will

change tax law to eliminate problems.
10. Enron Faces Congressional Tax Probe * Associated Press

Associated Press

January 16, 2002

SECTION: FINANCIAL NEWS

HEADLIME: Enron Faces Congressional Tax Probe

BYLINE: CURT ANDERSON;, AP Tax Writer

DATELINE: WASHINGTON

Enron Corp., which led a lobbying campaign to repeal a corporate tax as it neared collapse, will undergo
scrutiny in Congress of its own tax returns to determine if shelters or other practices may have concealed its
financial condition.

Repeal of the alternative minimum tax sought by Enron was included by President Bush in @n economic
stimulus package and passed by the House, which added a provision that would have given Enron a 5254

million infusion of cash. The package ultimately failed.

Mow, Senate Finance Commiltee investigators are "interested in whether Enron has been complying with
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federal tax laws" said the panel's spokesman, Mike Siegel. Whether Enron used any shelters viewed by the
[nternal Revenue Service as sel up mainly 1o avold paying taxes 15 one key point. Sen. Charles Grassley of
[owa, the top committee Republican, said the 1ssue 15 "whether Enron used certain tax vehicles that might have
masked the company's financial condition."

Enron, the Houston-based energy conglomerate, faces investigations from a prowing list of congressional
committees, the Justice Department and the Securities and Exchange Commission following its collapse late

last wear in the nation's higgest corporate bankrupicy. The Finance Commiltee is one of two congressional
panels with access to Enron's tax records.

Even as its failure loomed last fall, Enron maintained a high-profile lobbying effort on a variety of fax issues,
Enron led the AMT Coalition for Economic Growth, a business group dedicated to repeal of the corporate
alternative minimum 1ax, which is intended to guarantes that companies pay at least a minimal amount of
income taxes.

Bush also pushed for repeal in his economic stimulus package, arguing that the provision hits corporations
hardest in down years.

The administration disclosed Tuesday that Enron Chairman Kenneth Lay+ telephoned Mitch Daniels, director
of the White House Office of Management and Budzet, in early October to discuss prospects for passage of the
stunulus maasurs,

The two had a general conversation about the legislation and discussed the overall outlook for the sconomy,
said OMB spokeswoman Amy Call, Repeal of the alternative mimimum tax was not addressed, she said.

Enron stood to gain handsomely from language added to the stimulus package by Rep. Bill Thomas, R-Calif,
chairman of the House Ways and Means Committee. Under the original House-passed bilt, billions ef dollars in
alternative minimum tax credits built up over past vears by dozens of corporations would have been
immediately redeemed - handing Enron a 3254 million infusion of cash.

Several corparate lobbyists say Enron was focused on prospective repeal of the tax, not the immediate refund of
past credits. Thomas endured fierce criticism from Democrats for proposing the refunds, which he contended
would enable struggling corporations to hire more people or boost investments. Other companies, including
[BM and General Maotors, would have gotten much larger refunds than Enron.

Dravid Wyss, chief economist at Standard & Poor's Co. in New York, said in any event the moeney would have
done little to help Enron overcome its sinking credit rating and sliding stock price.

"Maybe they could have staved off bankruptcy for another month,” Wyss said. "But it would not have solved
their problem."

Senate Democrats blocked the Republican stimulus package. A second version, again passed by the House and
endorsed by Bush, did not include the alternative minimum tax repeal or the immediate refund.

Enron sought numerous other tax breaks from Congress, according to lobbyist disclosure records. Among them
was a five-year extension of a tax credit for electricity generated by wind; Enron 15 a major producer of wind-
generated power.

An Enron affiliate, Enron Wind, provided a sample letter on its Internet site that people could send to members
of Congress advocating extension of the eredit.

Like the stimulus package, however, extension of the wind credit failed to clear Congress and expired on Dkec.
31, Lawmakers of both parties say it will be renewed [or at least another year and probably made retroactive 1o
the beginning of 2002.
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Enron would also have benefited from provisions of a House-passed energy bill involving o1l and gas
transmission lines, including tax breaks for certain transmission transactions. Those items would have helped
the bottom lines of many other companies, too - and the bill also languishes in the Senate.

11. ENRON'S COLLAPSE: THE HAVENS: Enron Avoided Income Taxes In 4 of 5 Years ® The New
York Times

The New York Times

January 17, 2002, Thursday, Late Edition - Final
SECTIOM: Section A; Page 1; Column 5; Business/Financial Desk
LEMNGTH: 1265 words
HEADLINE: ENRON'S COLLAPSE: THE HAVENS; Enron Avoided Income Taxes In 4 of 5 Years
BYLINE: By DAVID CAY JOHNSTON

BODY!

Enron paid no income taxes in four of the last five years, using almost 300 subsidiaries in tax-haven countries
and other techniques, an analysis of its financial reports to shareholders shows. It was also eligible for $381
million in tax refunds.

The company used strategies common among businesses to avoid taxes. It alzo used some unusual methods,
among them the creation of 881 subsidiaries abroad, including 692 in the Cayman Islands, 119 in the Turks and
Caicos, 43 in Mauritius and § in Bermuda, Two Enron subsidiaries have been accused by a group of insurers of
engaging in sham transactions in a tax haven, according to pepers in federal bankruptcy court in New York.

Enrcn is by no means alene in not paying income taxes. A small but growing percentage of large companies
pay no income taxes, a study by Citizens for Tax Justice showed in October 2000. The study of half the Fortune
500 companics found that 24 owed no tax in 1998, up from 13 in 1997 and 16 in 1996,

While it is common for American companies to create subsidiaries in tax havens abroad, Enron had far more
than most other companies, tax experts said.

Dynegy, a Houston competitor of Enron in the energy trading business, said yesterday that it had no
subsidiaries in tax havens. In disclosure reports, Chevron lists three subsidiaries in tax havens and Exxon Mol
lists six.

The tax-haven subsidiaries enabled Enron to create partnerships to eliminale taxes using lechniques that came
under attack from the Treasury Department and the [nternal Revenue Service during the Clinton administration.

The basic technique involves having profits go to a partner not subject to American taxes, like a bank in a tax-
haven country. The partner, after taking its fee, then returns the profits in a form that is recogmzed as not
taxable by American law.

Enron avoided taxes for another big reason: deductions for stock options. When executives exercise stock
options the company takes a deduction on its corporate income tax retum equal 1o the profit realized by the
executive, even though it is not required to show an expense on its profit-and-loss statement to sharcholders.
The benelits to thecompany can be great, particularly if a soaring stock price leads to the exercise of large
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nurthers of options. That was true at Enron when its shares were soaning in 1998 through 2004,

It is not clear from Enron's financial reports how much the tax-haven operations reduced the company's taxes.
But Enron did disclose that deductions for stock options alone tumed what would have been a tax bill of 5112
erillicn in 20040 into a refund of $278 million.

Indeed, the company paid taxes in only one of the years from 1990 to 2004, while the government paid the
cempany hundreds of millions of dollars in refunds.

The analysis of Enron's tax payments was performed by Citizens for Tax Justice, an organization that is
backed by labor unions. But its ealculations are widely accepted by groups with different views, like the
conservative Heritage Foundation.

Mark Palmer, an Enron spokesman, said yesterday that he was unable to comment on the tax issues.

If shareholders had read just the large print in Enron's financial reports, they might have come away thinking
the company did pay income taxes. The reports say the company paid hundreds of millions of dollars in
corporate income taxes over the last five years. But company financial reports often disclose numbers difTerent
from what the companies actually pay because of such matters as when income is recognized and when
expenses are deducted. So only in the fine print -- the footnotes — of Enron's reports does it become clear that
no tax was due.

Tax experts said corporations create offshore subsidiaries in tax havens for many legitimate reasons, including
keeping profits camed overseas from being taxed in the United States, avoiding American regulation and
insulating foreign business partners from Amercan tax law.

These havens are also attractive because they do not require companies to disclose anything about their
financial dealings.

"Their efforts to escape regulation and the tax issues are chicken-and-egg,” said a former senior Treasury
official whe fought what he viewed as abusive corporate tax shelters, including one nsed by Enron, in the
Clinton administration. He insisted on not being identified.

The official said Enron wanted 1o engage in trading far bevond what its financial resources would allow under
the rules of regulators, from the Oregon Public Utilities Commission to the federal Commodity Futures Trading
Commission.

Another way Enron reduced taxes was through a technique that allowed it to deduct inferest payments to
partners of subsidiaries. The Clinton administration unsuccessfully sought legislation to block that.

Enron used these amd other technigues to eliminate laxes in other countries, several tax experts said.

"The object was to not pay taxes in any country where it operated,” said one international tax lawyer who
insisted he not be identified because he has worked on Enron matters.

"You certainly do not want to pay US. taxes on income eamed in another country,” he said. The lawyer was
critical of Chevron and Exxon Maobil for not following Enron's example to avoid taxes, saying, "It is neither
tllezal nor unethical.”

Denald C. Alexander, a former Internal Revenoe Service commissioner, said that “partnerships are frequently
used for the purpese of eliminating tax."

"You need a tax-exempt partner and so long as you can pass a fairly low threshold of substance it will work."
U1/ LE 2002
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Enron has been a major lobbyist for exemptions from taxes and from oversight by regulatory authorities,
spending 53.5 million in 1999 and 2000 alone on lobbying.

The chairman of the Amencan Bar Association tax section, Richard Lipton, said the creation of hundreds of
subsidiaries showed that Enron sought to "spread legal Hability and reduce the possibility that if one partnership
goes bad it will not infect any others.” He said this would give comfort to other partners, like banks, dealing
with Enron.

Mr. Lipton, a partnership specialist with the McDermott Will & Emery law firm in Chicago, said the
existence of s0 many subsidiaries "raises only an eyebrow, not an alarm, but any allegation of shams raised by
an insurance company is a red flag”

Just such an accusation is raised in filings by the Continental Casualty Company and other insurers in Enron's
bankrupicy proceedings in New York, The insurers do not want to pay on bonds guarantesing a deal involving
Enron and two tax-haven companies. The insurers have refused to pay because they think the deal may be a
sham, they say in their courl papers.

In & court filing the insurers argued that the companies and Enron "may never have entered inlo any contracts
with any end users™ thal were part of the deal and instead may have improperly diverted the money. The
insurers had no comment,

Fonald A. Pearlman, a Georgetown University tax law professor, said it was likely that Enron wanted a new
subsidiary for each of its many partnerships, but added that "the LR.5. should be looking at these transactions.”

Lee Sheppard, a New York lawyer who writes critiques for Tax Notes magazine, said thal "tax havens are also
hank secreécy havens." She said that given earlier disclosures about Enron executives' engeging in partnership
deals with their employer, "it may be that they were down there for the bank secrecy and were just hiding things
from shareholders, insurance companies and partners, not just the LRLS."  hittpo/www nytimes.com

GRAPHIC: Chart: "Tax Havens . . ." . .
By creating nearly 900 subsidiaries in tax havens like the Cayman Islands, Enron wiped out any Amencan
income taxes and reduced taxes on ils overseas operations in India, Hungary and other countnes.

Enron subsidiaries incorporated in each location as of Dec. 31, 2000.

Cayman [slands: 692
Turks and Caicos lslands: 119
Mauritius: 43
Bermuda: B

Barhadnos: &

Puerto Rico: 4

Hong Kong: 2

Panama: 2

Arntha: |

British Virgin Islands; |
Guam: 1

Guemsey: 1

Singapore: 1

". .. And Refunds"
In addition, Enron made extensive use of stock options, which are nol reported to shareholders as an cxpense,
but are deducted on corporate income tax returns. In all, the company was due 3382 million of income tax
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refunds fram 1996 to 2000,

TAX REFUNDS
"G 53
g 513
SRG: B105
0: 8278

TAX PAYMENT

0T 817

{Sources: Company reports filed with the Securities and Exchange Commission tax havens ; Citizens for Tax
Justice calculations from data in Enron reports)(pg. C8)

12. MANY DEFINITIONS NEED HASHING OUT IN NEW RESEARCH REGS * Tax Notes Today

Tax Notes Today

JANUARY 17, 2002 THURSDAY
DEPARTMENT: News, Commentary, and Analysis; News Slories
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LENGTH: 1345 words

HEADLINE: #35 2002 TNT 12-5 MANY DEFINITIONS NEED HASHING OUT IN NEW RESEARCH
REGS. (Section 41 - Research Credit) (Releass Date: JANUARY 16, 2002) (Doc 2002-1361 (3 original

pages))

AUTHOR: Stratton, Sheryl
Tax Analysts

Although the new proposed rescarch credit rules were well- received when they were issued last month, they i
still raise several questions and concerns for companies. Government officials solicited more comments during
a January 16 Intemetieleconference symposium sponsored by the Tax Council Policy Institute and
PricewaterhouseCoopers LLE,

Background

After delaying the controversial final regs issued by the Clinton administration, Treasury and the IRS under
the Bush administration issued new proposed regulations under section 41 in December 200 (For the full text
of REG-112991-01, Doc 2001-31709 (14 original pages), 2001 TNT 231-35, or H&D, Dec. 28, 2000, p. 3057.)
The new regs pleased practitioners because they propose eliminating the unpopular discovery test and
documentation requirements that were included in final regulations (T.D. 8530) issued in Janwary 2001. (For a
summary of T.D. 8930, see Tax Notes, Jan. 1, 2001, p. 49; for the full text, see Doc 2001-286 (74 orginal
pages), 2000 TNT 250-3, or H&D, Dec. 28, 2000, p. 3097.)

At the beginning of the symposium, moderator James Shanahan Jr., PricewaterhouseCoopers, noted the
absence of Dave Bemnard, a technical specialist on the research and expeniment credit regulations in the Large
and Mid-Size Business Division of the IRS. A career employee who was involved in the development of the
research credit regs, Bernard died in December of wounds suffered in the attacks on the World Trade Center.
{For information on the funds set up in his memory, see Doc 2001-31179 (1 original page) or 2001 TNT 244-2.)
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Shanahan next provided an overview of the "long and tortured history" of the research credit regs, which have
undergone major iterations in the last two years. Practitioners have been positive about the latest version, issued
in December. The newly proposed rules jettison the separate discovery test, eliminate the special recordkecping
requirement, elaborate on the process of experimentation requirement, and provide more guidance on the
application of the rules o intemal use software.

The comment peried is open until March 6, according to Shanahan, and 2 public hearing is scheduled for
March 27, Treasury's Christopher J. Ohmes, a tax specialist in the Tax Legislative Counsel's office, said the
povernment welcomes comments, especially "about things we didn't cover.”

Qualified Research

About the “technological in nature” test, Leslie Finlow, a branch chief in the IRS office of associate chicf
counsel (passthroughs & special industries), said practitioners could look af examples under section 174 for
help in identifying activities satisfying the requirement.

It is important to note, according to Shanahan, that the government believes the "process of experimentation”
test is mwore stringent than the requirements for research and development in the experimental or laboratory
sense under section 174.

The new regs make clear that satisfying the process of experimentation test depends on the taxpayer's ability
to show that the capability and method of achieving a desired result and the proper design are “readily
discernible and applicable” at the beginning of the research activities, Shanahan said. The rule ralscs questions
among practitioners and clienis about what readily discemable and applicable means, he said.

The changes to the language were intended to "follow closely the legislative history to the 1986 Act,"” Ohmes
explained. The idea was to clarify the language in the prior rules, and Treasury is interested in hearing how to
describe activities and clarify by examples.

The Service's Finlow acknowledged that the government dees not have definitions for "readily discernible"
and "applicable,” but it would welcome altemative examples and additional factors. Many of the definitions will
evolve out of industry applications, she said, and the IRS is anxious to develop specific guidelines.

Internal Use Software

The povernment panelists were uncomfortable with questions about their being constrained by legislative
history concerning the definition under intemal use software.

About the carveouts -- in particular, the one for software for use in an aclivity that constitutes qualified
research — "we did have and do have concern about our authority to make" some changes, Ohmes gaid. "We
recognize that investments in internal use software have been helpful in productivity increases in the economy
and have a direct effect on growth.” But the government is concerned that the legislative history in 1999 does
not give enough authority to write rules that might conflict with Congress's intent in enacting the 19806
legislation, he said.

Ohmes was interested in hearing more about the problems described by Richard Weiss, tax director at Verizon
Communications, in distinguishing between customer service and customer interface sofrware. "We didn't view
the customer service carveout as creating problems,” he said. More emphasis has been placed on what
noncomputer services are, said Finlow,

Weiss asked if the government had considered that the retroactive effective date for the internal use software
rules may create disparity in treatment among taxpayers. [f there are disparities, Ohmes said, "we would like to
hear about them.” He seemed troubled by Weiss's claim that the definition under the "innovative” test includes
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hilling software that would not have been included under prior rules,

Excluded Activitics

Panelist Roger D. Wheeler, tax director at General Maotors Corp., expressed concemn over the mles that
exclude activities involving adaptation of an existing business component, There is uncertainty about whether
the taxpayer would be considered the customer when a supplier of 2 component part makes changes to suit the

corporation’s neads, he said.

Ohmes said that he hadn’t considered the exclusion as depending on who the customer is, but that the rule
would instead address the type of activity. Finlow said she would look at the contractual relationship between
the manufacturer and supplier and keep the customer "out of the picture.”

Lross Receipts

Wheeler also asked about the "exceedingly expansive” definition of gross receipts that carried over from the
final regs. It would scem to include interest, dividends, rents, and subpart F income, he said. And with lease and
sales income, the definition could result in double counting, he said. Ohmes said they were trying to keep a
broad definition of gross receipts in accordance with the 1999 legislative history, but told Wheeler to submit his
comments for consideration.

Audit Censiderations

John Monaco, Pw(C's managing director, said that the training video put together by the LMSE on the new
regs makes clear that much will depend on companies' use of the right words in their documentation and that
many of the terms wsed in the rules are subjective. He also said that in the process of experimentation
requirement and internal use software rules, there are no definitions and the examples are not very helpful,
which may create audit problems. He advised that corporations consider getting prefiling agreements to resolve

recordkeeping requirement issues and said the TRS has shown a willingness to do more in its accelerated issue
resolution program.

Ohmes and Finlow reiterated their request for comments that include examples — especially in the internal use
software area, where examples are a useful way to delineate application of rules. The IRS would like to consider
any definitions for the restrictive terms that practitioners can suggest.

Regarding effective date issues, Ohmes said, use illustrations to track through the ambiguities and flaws in the
language of the current rules.

13. Corporate Pension Games * Los Angeles Times

Los Angeles Times

Januwary 17, 2002

EDITORIAL
Corporate Pension Games

Every day brings new revelations of corporate malfeasance at Enron. As congressional and Justice Department
investigations proceed, new scandals will emerge and reforms will be debated. But one of the worst abuses 15
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already clear: the loss of an
estimated §1 hillion in Enron employee pension benefits.

President Bush has asked the Treasury Department to study reforms of the voluntary tax-free pension savings
plans known as 401(k)s, but it doesn't take a finance genius to see that immediate action is needed to profect
employees retiremnents. The issue is all the more crucial because fewer and fewer emplovers offer traditonal
pensions, which

provide set monthly payments after retirement.

Enron is hardly & unigue case when it comes to pension benefits. At Lucent

Technologies, for example, employees who saw the value of their pension

savings virtually erased say they too were the victims of over-optimistic

earnings projections and unclear accounting practices. There was another,separate problem at Enron, an eddly
timed "lockdown” during a changeover of plan administrators. The net effect was to prevent employees from
selling company-maiched stock right after corporate chieftains dumped theirs, Such behavior is mot what
Congress had in mind when it first authorized 201(k) plans in 1974, They were supposed to encourage workers
to save for the future, not destroy their assets.

It would be easy to say that this is just tough luck for investors who put too
much of their tax-deferred pension funds into company stock. Bush's top
economic advisor, Lawrence B. Lindsey, has called the collapse of Enron a
"triumph for capitalism"--ultimately only the fittest survive, But survival of
capitalism itsell depends on investors being confident that the system is not
rigged. That includes employee-investors, whose 401{k) and similar funds
constitute Americans' most popular retirement programs.

The federal government needs to develop for 401{k)s and similar plans the kind of regular scrutiny that mutual
funds receive. Emplovess, who are usually on their own in choosing 401(k) options, need investment advice
from independent advisors. They need investment edecation. If a company like Enron 18 ceoking the books,
however, even the savviest investor may be doomed, especially if forbidden to sell company stock.

This is why perhaps the most important proposed changes are those in a bill by
Sens. Barbara Boxer (D-Calif.} and Jon Corzine (D-M.1.). The measure would
cap employer stock contribution matches &t 20% and limit to 90 days the
period in which an employer may force investors to hold on to company stock.
Currently, employers can force retention of company stock for decades.

Employers have no legal obligation to provide 401(k) plans. If reform goes oo
far, then employers may simply decline to match employes contributions, with
stocks or anything else. Also, it is possible that the 20% provision is too
stringent from employees' perspective. But the need to encourage
diversification is clear; the 30-days provision would allow employees 1o invest
sooner in a variety of stocks.

Protecting employees and making it attractive for companies to provide

malching benefits will require compromise. But as the Enron case shows,

Congress must act.

14. BUSH SIGNS BILL TO SIMPLIFY REPORTING REQUIREMENTS FOR HIGHER
EDUCATION EXPENSES * Tax Notes Today
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FOR HIGHER EDUCATION EXPENSES. (Section 60308 — College Tuition Infe. Returns) (Release Date:
JANUARY 16, 2002) (Doc 2002-1366 {1 original page))

AUTHOR: Stokeld, Fred
Tax Analysts

President Bush on January 16 signed into law H.R. 3345, which will simplify the reporting requirements for
education credits for eligible higher education institutions.

H.R, 3346, imntroduced by , Donald A, Manzullo, R-II1, addresses provisions of the Taxpayer Relief Act af
1957 that require colleges and universities to report annually to the IRS on Form 1098- T information on their
students, including name, address, social security number, attendance status, program level, a campus contact,
and the amount of qualified tuition and student aid. The section 60505 requirements were included to  help the
Service do enforcement for taxpayers claiming the HOPE or lifetime learning credits, which were established
by the same bill,

The new law repeals the rule requiring the reporting of the social security number of a person claiming a
credit on behalf of a student. It also allows schools to report either aggregate amounts of qualified tuition and
expenses paid by or on behalf of the student or amounts billed to the student. Also, the bill clarifies that schools
are to report adjustments to amounts reported in prior years, rather than all refunds and reimbursements to
students. '

The House unanimously passed the bill on December 4, and the Senate approved the measure December 20.
The IRS, which issued proposed regs (REG-105316-98) on the reporting requirements in 2004, is expected to
issue new proposed regs to reflect the changes soon.

A Manzullo aide said the Joint Committee on Taxation had scored the bill as having a "negligible” revenue

cost,
15. Kennedy seeks to stop parts of tax cut * USA TODAY

USA TODAY

January 17, 2002, Thursday, FIRST EDITION
SECTION: MEWS; Pg. 6A
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BYLINE: Jonathan Weisman
DATELINE: WASHINGTON

BODY:
WASHINGTOMN == The blustery debate over the future of President Bush's § 1.35 trillion tax cut intensified
Wednesday when Sen. Edward Kennedy proposed to postpone some future rate reductions and maintain the

estate tax indefinitely,

For weeks, leading Democrals have blamed Bush's tax cut for the evaporation of budget surpluses, but they
have refused to call for its repeal. Kennedy, D-Mass., was the first to outline a specific proposal to reverse the
tax cut. Just as Bush has invoked the Sept. 11 attacks to defend his "economic security" policies, Kennedy
framed his plan as a respense to terror. He listed national programs that have been jecpardized by the re-
emergence of federal budget deficits,

“The doubts that many of us had before the nation was attacked about the affordability of those tax cuts have
become certainties in the wake of Sept. 11," he said in a speech at the Mational Press Club.

Republicans pounced immediately. They labeled the proposal a tax increase, though it would not reverse any
of the tax reductions already in effect. Treasury Secretary Paul O'Neill said the way to restore the nation's fiscal
health and budget surpluses is to pull the country out of recession. The tax cut would help do that, he said.

Kennedy's proposal would reduce the 10-year, § 1.35 trillion tax cut by § 300 hillion. Under the plan, tax
reductions planned in 2004 and 2006 for couples now eaming more than § 112,850 would be postponed
indefinitely.

Bush's tax cut gradually lowers rates at which inheritances are taxed while increasing the amount of the estate
exempt from all taxation and eliminating the estate tax altogether for 2010. Kennedy would increase the
exemption to 3 £ million but keep the current rates.

Eennedy's plan would retain tax cuts for lower-income workers, educational costs and retirement savings.
Diemocratic leaders, including Senate Majority Leader Tom Daschle, refused to endorse the plan. Party leaders
say the budget deficits are Bush's fault and he should outline remedies first.

16, Kennedy Urges Deferral of Some Tax Cuts; Use Savings for Education and Health Care, Senator
Says; GOFP Fires Back * The Washington Fost

The Washington Post

Tanary 17, 2002, Thursday, Final Edition
SECTION: A SECTION; Pg. AD4
LENGTH: 1030 words

HEADLINE: Kennedy Urpes Deferral of Some Tax Cuts; Use Savings for Education and Health Care,
Senator Says; GOF Fires Back
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Sen. Edward M. Kennedy {Mass.) called vesterday for postponing & 350 billion in scheduled tax culs for
Americans making more than $ 130,000 a year, becoming the most senior Democrat to propose a rollback of the
tax cut that was the signature accomplishment of President Bush's first year.

Kennedy's speech prompted gleeful attacks from the nation's Republican machine as both parties jockeyed to
set markers for an issue that could shape the next two elections. White House press secretary Ari Fleischer said
the leadership of the Democratic Party "aches in its bones to raise taxes."

MMuch of the § 1,35 trillion, 10-vear tax cul Congress passed in May is staggered to kick in between now-and
2010, with many of the biggest benefits loaded on the end. Kennedy, in &n address at the National Press Club,
said the nation “can and should postpone a portion of the future tax cuts that overwhelmingly benefit the
wealthiest taxpayers” and use the money on other pricrities, such as education and health care. "Whatever the
merits or demerits of the last year's tax bill, it was enacted in what now ssems a very different and distant time,”
Kennedy said. "Today, for the sake of our country, we must transcend the old boundaries of debate. We must
think anew and act responsibly.” Kennedy said families making less than § 130,000 a year and filing joint
returns would not be afTected. "No taxpayers would pay a higher tax rate than they pay now,” he said.

Daniel J. Mitchell, & tax specialist at the Heritage Foundation, said Republicans were salivating afler the
speech. "] can't open my e-mail without finding 10 messages saying, ‘Let's exploil this -- Kennedy's giving us
just the opening we need,’ ™ he said.

Bush contends that canceling & scheduled tax cut is equivalent to a tax increase. Democrats dispute that, but
Bush levels the charge regularly and with relish. "T think raising taxes in the midst of a recession is wrong
economic policy - it would be a huge mistake,” he said shortly after Kennedy spoke. "I'm confident that the
American people agree with me as well.”

Yesterday's fracas offered a preview of the parties’ messages for the congressional elections this fall.
Democrats will raise questions about Bush's stewardship by blaming the tax cut for the return of federal budget
deficits. Bush is using Democratic skepticism about the tax eut as a populist applause line, and Republicans
around the country plan to run as the puardians of voters” pocketbooks.

The administration began issuing responses even before Kennedy spoke. The Treasury Department put out a
release headed, "Preserving Tax Relief Protects American Families and Workers." A Commerce Department
release blared, "High-tech [ndustry to Bush Economic Team: Stay the Course on Tax Cuts, Economic

Security!”

Grover Norquist, president of Americans for Tax Reform, said Kennedy had pushed his party into "the killing
fields for Democratic politicians.”

"If the 2002 election is about raising taxes, we will have a Republican Senate,” Norguist said.

Republicans hope to capitalize on what they say are Democratic divisions on taxes. Jim Wilkinson, a White
House communications official, said Democrats "are divided into at least three separate camps when it comes to
tax increases: The Senate Democrats who want to raise taxes; the 12 Senate Democrats who voted for the tax
relief: and the Senate Democrats who want to attack tax cuts yet refuse to call for their repeal.”

Senate Majority Leader Thomas A, Daschle (D-5.10.) said in a speech Jan. 4 that the tax cut "probably made
the recession worse.” But he did not call for repealing future phases of it. Democratic strategists scoffed at the

nation that positions taken by Daschle and Kennedy will create serious new divisions that can be exploited by
Republicans,

Kennedy often takes positions to the left of other Democrats, and one party steategist said Daschle "has tried
to extablish & consensus position that refocuses on economic issues without alienating the pecple who reflect the
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whole range of views within our party."

Geoff Garin, a Democratic pollster, sald Kennedy's speech "makes Daschle's position the new middle
ground.”

Mozt Senate Democrats voted against Bush's tax cut, but the 12 who supported it included virtually all of the
moderate Democrats who are wp for reelection this fall in GOP-leaning states, including Daschle's own South
Dakota colleague, Sen. Tim Johnson.

Democrats who voted for the lax cut say taxes are not a front-burner issue, at least for now, as their campaigns
get underway. And Jim Jordan, executive director of the Democratic Senatorial Campaign Committes, indicated
how his party will try to frame the debate. "Polls show that if you propose delaying a tax cut for the richest |
percent of Americans in order to shore up Social Security, provide a prescription drug benefit and strengthen
nitional security, the public is strongly in favor of it," Jordan said.

Kennedy proposed retaining the estate tax (which Republicans call the "death tax") for estates worth more
than $ 4 million, which Kennedy said includes less than 1 percent of all estates. His ofTice said that would save
§ 130 billion over 10 years. He also wants to postpone the marginal rate cuts scheduled 1o lake place in 2004

and 2006 for the 31 percent, 36 percent and 39.6 percent tax brackets. His office said that would save § 220
hillion over 10 vears.

In his speech, an annual event in which Kennedy lays out priorities for the year, the senator said the doubts
"that many of us had before the nation was attacked about the affordability of those tax cuts have become
certzinties in the wake of September 11th.”

"The spirit of this new time is placing major new demands on our national resources,” he said. "We cannot
meet them while making all of the planned future tax cuts, unless we raid Social Security and Medicare, and cut
health and education and other vital goals. To me, that is not only unacceptable; it is a violation of the
fundamental pledges that both parties gave in the 2000 campaign."

Staff writer Glenn Kessler contributed to this report.

17. Pensions too rich for IRS; Payouts to high county officials must be reduced to meet rules *
Milwaukee Journal Sentinel

Milwaukee Journal Sentinel
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BEYLIME: AVRUM D. LANK AND STEVE SCHULTZE of the Journal Sentinel staff

BODY:

The Milwiukee County pension formula is too rich for federal regulations, meaning that large lump-sum
payouts for some high officials will have to be scaled back or the plan could lose its tax exemption, the Journal
Sentinel has leamed.

The pension formula was changed in November 2000 to sweeten payouts for non-union employees and
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elected officials. Most county union employees were given the upgrade last February.

Under the sweeteners, County Executive F, Thomas Ament would be eligible for a lump sum of $2.3 million
if he retires in 2008, plus an annual pension of $136 80, according to Journal Sentinel calculations using
county data,

After leaming of the regulations, the Journal Sentinel on Tuesday asked Joan Gueciard:, an independent
actuary in Wauwatosa, for estimates of Ament's pension under the federal limits. Gueciardi said rough
calculations found Ament could still collect the $2.3 million lump sum, with no monthly pension, in 2008, or a
$1,150,000 lump sum with an $81,000 annual pension in 2004 and stay within the limits,

When county officials were asked to comment on Gueciardi's figures, Ament retumed the calls.

"] was recently informed that federal law may limit the maximum (lump sum) and annual pension,”™ he said of
limits, which are contained in Section 415 of the Internal Revenne Code and have been on the books for years.

Because of the limits, Ament £aid he iz only eligible for a lump sum of abowt $358,000 and annual pension of
$102,000 were he to retire at the end of his present term and a lump sum of $641,000 and an annual pension of
£109,000 were he to be re-elected and retire at the end of his next term in 2008,

Special study

Ament said his figures came from a special study by the county's actuary that was completed only this week.

County Corporation Counsel Robert Ot said the study was commissioned in response to the Journal Sentinel's
caloulations, which were published Jan. 6. Other reports of the numbers had been circulating in the courthouse
gince October.

Before making its original ealeulations, the Journal Sentinel asked County Human Resources Director Gary
Dobbert to figure payouts under the county’s swveetened system. He declined, saying he was confident the paper
could do so itself.

According to the paper's figures, Dobbert 15 eligible for a lump sum of $760,000 and an annual pension of f
369,600 in 2008,

County figures show Dobbert's lump sum increasing to $826,000 with the monthly pension staying about the
LA,

e, 59, and Thomas Mollan, 55, Ament's chief of staff, both would qualify for lump sums of more than $1
million in 20{08 using both the county’s and Journal Sentinel's numbers.

Under federal limits, Dobbert's lump sum in 2008 would be $826,000 and an annual pension of 369,000, In
2008, Ot would be limited to $1.1 million and an annual pension of about 562,000,

Ament, 64, said he was unsure why the county's calculations came out that way, but said it might be because
both men are younger than he.

Ament said Tuesday he still intends to run for re-election in 2004, He reiterated that when he does retire, he
does not intend to take a lump sum under any circumstances. He first made the statement after the Journal
Sentinel’s publication of his possible $2.3 million payout.

Recall effort continnes
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Two leaders of a group seeking to oust Ament from office over the pension issue said that even if the Internal
REevenne Service were to trim Ament's payout, that wouldn't change their plans,

"Let's face it, he's looking for a way to get out of it,” said Bryan Olen of Cudahy, 2 leader of the Amenl recall
effort.

"We don't trust Tem Ament anymore.”
Said Joe Klucarich of Brown Deer, another recall leader: "We are moving forward.”

Ot, in an interview, said the county pension plan must be in conformity with IRS rules, meaning limitztions
on big payouts probably would stand. Federal rules supersede local ordinances, he noted.

He said the [RS stance helps disprove the claim by some Ament detractors that he, O, Debbert and others
hateked the pension improvements as a way to fatten their own retirement nest eggs.

*Had we wanted Ament to get the big money, something could have besn put into the plan that would have
been in conformity” with IRS rules, Ott said. The IRS rules mean Ament's pension "is capped and there's
nathing anybody can do about it."

County Supervisor Lynne DeBruin said Ament's administration should have researched the [RS limitation
izsue before seeking County Board approval for the pension changes.

"This should have been done before," she said. She said Ament hadn't shared his new information on pension
pavout limits with the County Board,

If true, "that would be good pelitical news for the county executive's office,” she said.

DeBruin said Dobbert and Jac Amerell, secretary of the county Pension Board, assured county supervisors the
pension sweeteners would pass IRS muster when they were first under consideration more than a year ago.

Amerell said he had met with outside lawyers about Section 415 last month.

Limits affect funds

The limits apply to both public and private pension funds that pay out a fixed benefit to retirees. They are
designed to stop private companies from being able to put too much money in their pension funds because the
payments are tax-deductible. When private firms violate those limits, they can lose the tax deduction,

The county does not pay taxes. However, were its plan to violate the Section 415 limits, employees would
have to pay taxes on money contributed on their behalf.

Last year, the IRS reviewed the county's plan as amended with the sweeteners and said that it complied with
all regulations.

However, only the form of the plan was reviewed, not its actual operation or payouts, said Steven D. Huff, an
attorney with Reinhart Boerner Van Duren who represented the county Pension Board in the matter.

The TRS did not specifically look at the effect of the sweeteners on 415 limits, he added.

Eric Smith, an IRS spokesman in St. Paul, Minn., said that had the county violated the limits, the IRS would
have tried to find a way o gel it in compliance.
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"Ciur real interest is trying to work with employers or plan sponsors to keep this qualified status,” he said.

Carol Calhoun, & lawyer in Washington, D.C., who specializes in public pension plans, said it is rare for the
IRS to remove a plan’s lax exemplion.

Ament said that all payouts so far under the sweelensd plan have been reviewed, and none violated the
Section 415 limis,

Another part of Section 415, Subsection M, allows public employers to enter into supplemental arrangements
with worleers to increase their pension above the usual linits, said Catherine F. Conway, an attorney with von
Briesen Puriell & REoper.

Ament and Huff said the county has entered into no such arrangements.

MILWAUKEE COUNTY FEDERAL CAPS MAY REDUCE PENSIONS

Milwaukee County's pension formula exceeds federal guidelines, Under the plan, elected and non-elected
county officials and employees can choose to take a monthly pension or a monthly pension in combination with
a lump-sum payoul.

18. Your Employer May Not Be Your Best Bet for Financial Advice * The Washington Post
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BODY:

The Earon bankruptey scandal has done one thing for sure. It has heightened the debate about whe should
advise workers on how they invest money in their 401(k) plans. It could even possibly change the law.

Currently, the Employee Retirement Income Security Act prohibits mutual funds, banks and insurance
companies from providing investment advice to workers in retirement plans that such firms administer. In other
words, the company that runs your 401(k) plan cannot give you anything more than the most generic advice
about how to invest in the offerings of that plan. Employers, however, can make arrangements for employces
to get investment advice - it just has to come from an independent third party. According to various surveys, 16
percent to 22 percent of companies already provide investment advice to their employees.

Financial companies ranning 401{k) plans want to offer planning advice to employees. After all, financial
planning is one more revenue stream for them. The financial service companies say they have our best inlerests
at heart. They claim they are worried that we will make big mistakes, like the many Enron employees whao
overloaded their retirement plans with company stock -- only to see it become almost worthless after Earon
filed for bankrepicy profection.
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"Emplovess are hungry for investment advice regarding their 401 (k) plans,” says ING Aetna Financial
Services, a provider of retirement-planning products and employee-bencfits services,

The company contends that, in a survey it sponsored, more than 75 percent of the 546 full-time employees it
polled would take advantage of retirement-planning advice if their employers provided il

50, for example, in addition to providing generie information about asset allocation ar the imperlance of
diversification, the 401(k) plan providers could advise employees on how much and what percentage of their
maoney should go into a particular investment.

Thatl scenaro concems some consumer advocates.

"There is great potential for a conflict of interest,” said John Hotz, deputy director of the Washington-based
Pension Rights Center.

Wha's to stop a 401(k) plan administrator from steering employees into investments with higher fees, which
the plan administrator would receive? Hotz asked. What's to stop & company from recommending that
employees invest in a poorly performing fund just to boost that fund’s assets?

When the potential for profit is so greal, so, 100, is the potential for impropriety.

Last year, First Union Corp. agreed to pay § 26 million to scttle two class-action suits that accused it af
mishandling its company-sponsored 401(k) plan. One of the suits alleged that the banking company limited
emplovees to its own mediocre mutual funds and charged improper fees. First Union denied any wrongdoing.
The company said it settled to avoid a costly legal battle,

S0 what kind of safeguards can we expect if the law is changed?

A bill by Rep. John A. Boehner (R-Ohio) would lift the restrictions under current law and allow employcrs
and 401(k) plan providers to offer specific advice as long as they gave full disclosure of fees and any conflicts
of inferest.

"That's not enough,” Hotz said. "There is no amount of notice that cures the taint.”

Jamie Delaplane, vice president at the American Benefits Council, which represents the interests of
emplovers, says the key is to structure the legislation o avoid any conflicts of interest.

"We ask a lot of 401(k) investors in the system,” Delaplane said. "We give them lots of choices but also lots
of responsibility. They need to be well educated and well advised.”

Delaplane is absolutely right. Workers are placing their money in investments about which they have only a
scant understanding, Surveys commissioned by financial firms and consumer advocacy groups show that many
workers participating in 401(k) plans have just a basic knowledge of the various investment options, arc
extremely optimistic ahout the possible returns on those options and often fail to diversify to meet their
retirement goals.

The fact is, many employees do need investment advice. But the question is, wha is best equipped to give it?

Delaplane says businesses want to be able to use the companies administering their retirement plans because
it's just easier. It would be a one-stop shop of investment services.

That may be true. But, frankly, I think the bill introduced by Sen. Jeff Bingaman (D-N.M.} and Sen. Susan
Collins (R-Maine) will serve employees betier. Unlike Boehner's bill, their bill would not lift the restriclions on
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financial companies offering 401(k) participants advice on their own funds. Neither bill would hold employers
liable for the actions of the qualified investment advisers. Many employers have opted not to provide such

services because the emplovers are concerned about being sued if investments go bad.

If employers truly want to provide avenues of advice for their employees, they can do that now. They ¢an hire
an independent company to provide advice at arm's length. They could give employees a certain amount of

money eich vear to go out and hire their own financial planners.

We should leam from Enren. There were supposed to be safeguards in place. There were disclosure
requirements. And yet afl these measures seem to have failed. In the end, can we really trust companies always

to act in our ewn best interests? [ don't think so.

While Michelle Singletary welcomes comments and column ideas, she cannot offer specific personal financial
advice, Readers can write to her at The Washington Post, 1150 15th St NW, Washington, D.C. 20071, or by e-

mail at singletarym@washpost com.

19, Take a step towards better sleep at night * Financial Times

Financial Times (London)
January 17, 2002
Take a step towards better sleep at night

If an adviser has put you in a tax scheme that leaves you a tad
uncomfortable, now is the time to come clean. As part of an effort to identify
abusive tax sheliers and their promoters, the IRS is offering laxpayers a
temporary reprieve from what is delicately termed an "accuracy-related” penalty.

If you report your participation in such schemes to the IRS before Apnl 23
- or before the date the IRS comes to you, whichever comes first - you can
bypass the penalty: 20 per cent of the underpayment of tax,

You will still owe whatever tax is due on the transaction, plus interest. Bul
if you step forward and take the initiative, says attorney Stephan Leimberg, it
is like buying "penalty insurance”.

You do not have 1o confess to wrongdoing. As Mr Leimberg says: "You do not
have to put your hands up and surrender”. But you must provide the facts of the
transaction along with the names and addresses of the promoters who got you
involved. '

How do you know that your promised shelter is in fact a confidence game? That
it is unethical if not blatantly illegal? A scheme may well be on the edge if it
is based on flashy promises and appears oo good 0 be true,

For example, you might be shown the "benefits" of acquining rwo debt
instruments with values expected to change significantly at about the same lime
in opposite directions. The interest rate on one may double while the other
falls to zero, thereby generating a tax loss. Such an artificial tax loss will
be dizallowed ifthe TRS picks it up on vour 12X retum.
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Another tax gimmick the IRS hopes to fiush out with this amnesty involves
"captive insurance companies”, Many promoters are suggesting these to doctors,
promising the company can be funded with tax-deductible dollars that can then be
faken out at refirement and taxed as long-term capital gains rather than
ordinary income. This, says Michel Nelson, head of trust services for Towa
Savings Bank, is "one of those too-good-to-be-trues".

Then there are multiple-party transactions in which one party realises rental
income while another reports the deductions related to that income. There are
other deals where a taxpayer purports fo lease property, then purports to
immediately sublease it back to the lessor. And there are contingent instalment
sales of securities by partnerships structured to accelerate and allocate income
to & tax-exempt entity or foreign citizen, with losses allocated to someone
else.

5till another variation on the theme includes pension and insurance benefits
tilted towards professionals while shortchanging their employees. One version of
this, Mr Leimberg explains, invalves setting up a "union” with rales allowing
participants to buy more insurance under special rules. The unicn is a fiction
but the promoters say there is no noed to worry.

In fact, worrying may be wise since the IRS has been actively attacking tax
shelters for several years. This may be a good tme o come forward "if yvou
entered into the transaction with misgivings in the first place and are having
severe second thoughts,” says attorney Bruce Kayle, of Milbank Tweed in New
York.

Stepping forward now may make it possible to sleep at night in the future.

But bear in mind that the amnesty does not apply o frand. Engage in what the
IRS terms an "abusive” tax shelter and you can still be subject to fraud
penalties of up to 75 per cent of the underpayment of lax atiributable to the
fraud. That is along with the tax itself, of course, and interest on the unpaid
tax. You may also be subject to criminal action with fines of up to Dollars
250,000 and/or up to five years in prison for each offence.

The TRS means business. In fiscal 2001 alone, the criminal investigation
division of the IRS launched 79 eriminal investigations into promoters and
their clients. There were 32 indictments and 34 convictions, with an average
prison term of more than five years.

The problem with abusive trusts is that people who sign up are convinced that
they are acting within the law. But you can be pretty sure of stepping outside
the law if you fall for a trust that promises o eliminate income and
self-employment tax, suggests that personal expenses paid by a trust somehow
become deductible or promises depreciation deductions on your home and
furniture.

Mone of these things is true.
The tax shelters targeted by the current aminesty program are not as clearly

abusive. They may be categorised as super-aggressive tax planning designed to
take advantage of some technical tax rule. They may not guite be fraud. They may
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nat be entirely 1legal.

Instead, they are just on the edge of legitimacy, allowing the promoters to
defend their interpretation of the law vigorously. But the IRS is paying
atlenticn.

Check in with your tax adviser before you fall for a promoter's outragesus
Promises.
20, Restructured IRS rolls out improvements for 2002 * Mississippi Business Journal

Mississippi Business Journal
Jackson, MS

Volume 24, Number 3

Tanuary 14, 2002-January 20, 2002

Restructured IRS rolls out improvements for 2002

TRS encouraging taxpayers to e-file

Kelly Ingebretsen <<, OLE_Obj...=> MBJ Stall Writer

With 92 filing days left until the April 15th deadline, the newly restructured IRS has beefed up e-filing and
added some new and improved services and credits for 20402 - efforts appreciated by many local CPAs.

Although there are still plenty of skeptics, Houston CPA Tom Byrne gives the IRS credit for the changes being
made to make tax filing easier and to make the agency more customer [riendly.

"Kinder, gentler was a bit optimistic, but it's been a tough row to hoe,” said Byme of the TRS' streamlining
efforts. "It's almost mind-boggling to sea how they do it.”

Mo doubt that the IRS faces a mammoth task in the coming months. The agency is now mailing cut more than
40 million tax packages and 23 million computer-filing brochures, Once that's done, agents must be ready to
process about 132 million individual retums.

In the meantime, the [RS has improved its Web site, added more hours and manpower to hotline numbers and
improved electronic transmission of returns, known as e-filing.

The IRS' goal is to have 80% of tax returns filed electronically by 2007 in an effort to save time and meney
spent on paper returns. Last year, 40 million people used e-file, up nearly 14% from the year before. This year,
the IRS expects 43 million filers will use the service, still a long way from the 132 million total returns expected
in 2002,

Ta make e-filing more appealing in 2002, the IRS added 29 more forms and schedules so that almost every
taxpayer can use the system, Taxpayers create their own PIN (Personal Identification Number) and e-file a
paperless retum using a CPA or their own tax preparation software. The IRS claims that e-filing delivers
refunds in half the time of paper tax retums, and that when combined with direct deposit, using e-file delivers
refunds in as few as 10 days.

"We are working hard to improve and expand service to taxpayers,” said IRS Commissioner Charles O. Rossotti
in a statemnent from the [RS. "We want to take as much of the headache out of tax time zs possible. E-filing is
better than ever, and I highly recommend that taxpayers and practitioners try iL."

Florence CPA Christine Hogg is a huge supporter of e-file.

"If they (clients) don't went to e-file, they don't need to come to me," gaid Hogg, "My clients love it. They don't
have to mail anything to the IRS. 1 never have anything come back from the IRS saving they didn't get this
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schedule or that. If it's e-filed, they got it.”

As a CPA in business for .ht'ﬂ'i':"; I:P-EIHHH also saves HI:I-BS maney in timﬁ, mk and paper, and fromm h:n.-ing ]
hire help during the busy tax season.

"All [ have to do is print one copy for the client and back it up on disk. It honestly saves me from having to hire
one person. You can't hire one person just to work during the tax season,” she said.

Still, many CPAs say that sending a tax retumn via Internet to the IRS will take a while to catch on. Only about
10% of Brandon CPA Sandy Barlow's clients e-filed last year, and he doesn't expect a rush to do so this year.
Barlow believes the TRS' goal to eliminate paper returns is a good one, but for now, the people interested in e-
filing tend to be those who expect money back.

*There's not a lot of incentive if vou owe money,” said Barlow, president of Barlow, Walker & Hill, P.A. Byme
agrees. "People who know they're going to get & big refund want to use it, but long-term clients don't have any
interest in it. They don't have a problem signing the form.”

Dial HELP

Another improvement in the reorganized [RS 1s the new toll-free hotline for tax practitioners, called the
Practitioner Priority Service. In the past, the old tax practitioner hotline was not toll-free and not centralized -
practitioners had different numbers to call depending on where they were located. With the agency
reorganization, however, the IRS streamlined this service to make it casier for practitioners to get an answer in a
reasonable amount of ime.

Byme said the hotline has undergones a dramatic change in the last few vears, and is perhaps one of the IRS'
biggest improvements in the reorganization. In the past, using the hotline was difficult, and simple questions
could take months to answer, he said.

"Resolving what could have been & simple issue was a nightmare," said Byrne, who is president of The Byrne
CPA Firm, P.A. "Now, many times you can talk to someone and get an answer with that phone call, where it
used to take months and months, Key people can access everything, and they have enough authority to find the
problem and solve it."

The new Practitioner Priotity number is 866-860-4259. The hotline is open weekdays from 7:30 a.m. to 5:30

proTL
For individual filers, the TRS has improved the taxpayer hotline with more hours and manpower. Taxpayers can
call Monday - Friday, 7 a.m.- 10 p.m. and on selected Saterdays, Sundays and holidays. The number is 300-

529-1040,

"With the phone service we noticed there were times when taxpayers called more often, so we structured the
hours to be available when they are calling,” said [RS spokesperson Emma Moore. "As we get to the end of
filing season, we'll be adding more manpower and more hours."

Still another improvement is the [RS Web site, which was restructured to make it more user friendly.
John Johnson, controller for Total Office Solutions in Flowood, uses the site to download forms and has been
pleased with the Web site's upkeep and progress.

"The IRS is continually updating it and upgrading it and adding more forms," said Johnson,
Weh site visitors can also find out the latest tax law changes, read answers to the most frequently-asked
questions and see tax tables and rate schedules, among other services,

The Web site address is www.irs.gov.
21. IRS hopes more will opt to e-file * Gloucester County Times
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Gloucester County Times (Daily)-Woodbury NI

January 16, 2002

IRS hopes more will opt to e-file

By DENISE JEWELL
Staff Writer
As tax season begins, the Internal Revenue Service is encouraging more people (o file their retumns

electronically as a faster, easier way to pay their taxes.

By e-filing their returns, people can get their refunds in as little as 10 days and can file their New Jersey and
federal forms together.

Greg Semanick, a spokesman for the IRS's Springfield office, said more than 900,000 people in New Jersey ¢-
filed their returns through an authorized provider, their own computer, or over the phone last year.

Taxpayers can file retums electronically through a tax preparer who is registered with the IRS to electronically
submit returns. They can also get software that allows them to send in their returns from their home computer.

Although not all forms can be electronically submitted, Semanick said 55 tax forms have been added in the last
two years to the list that can b-e:,e-ﬁled.

*Almost every taxpayer can now use electronic filing,” Semanick said. Taxpayers filing basic federal remurns
can file over the telephone, The IRS mails telefile forms to anvone who is eligible to use that system,

Unlike those who send in 2 paper return, people whao file their taxes electronically receive a confirmation that it
was received within 48 hours.

“Tt's safe and securs; that's based on the fact that vou select your own PIN number," Semanick said. "We have
not had any breach of sccunity with the e-Gling system vet.”

The IRS began piloting its electronic filing program in 1986 and allowed some forms to be filed in New Jersey
starting in 1990, This vear, Semanick said, the IRS hopes to have over 1 million residents of New Jersey file
their forms electronically.

Semanick also said there are several important facts people should know who are filing their 2001 tax retumns.
An IRS statement pointed out the following changes:

n Tax Rate Reductions - The tax rates above 15 percent are lower by one-half percentage point, reflecting a rate
reduction that took effect July 1. The rates are 27.5 percent, 30.5 percent, 35.5 percent and 35.1 percent for
2001.

n Tax Refunds - Remember those tax refunds that were sent out last August? People who did not receive the
maximum amount may still qualify to receive it when they file their 2001 tax return. A worksheet in the tax
return instructions will help taxpayers determine whether they qualify for the credit. Those who did receive the
maximum amount do not need to show that refund on their 2001 retum.

n Child Tax Credit - The maximum eredit amount rises to $600 per qualifying child, a $100 increase from the
Previous yeir.

n Problem Solving - A new feature on the 1040 form allows & taxpayer to designate & family member, friend or
D1A82002
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tax professional to talk directly to the IRS about any tax return processing questions.

Semanick encourages people to contact the IRS with their questions.

"There's is a mass of information on our Web site,” Semanick said. "If someone doesn't have a computer and
they can't get into it, they can call our toll-free number for assistance.”

22, E-filing speeds refunds * The Daily Record

The Daily Record (Daily)-Parsippany NJ

January 16, 2002

E-filing speeds refunds
By Internal Revenue Service, Special to the Daily Record

Are you one of the almost 100 million taxpayers who will receive a relund this year?

The IRS says that rr:qu.:st{ng direct deposit and filing your tax returm electronically (e-filing) will put that
money in your pocket faster and easier.

Every year, more taxpayers find out how safe and easy it is to have their tax refund deposited directly into their
checking or savings account. This option is available for both e-filers and paper return lilers.

When you file electronically, your refund will be issued within three weeks, about half the time it would take if
vou filed a paper refurn. If you also choose direct deposit, you might receive your refund in as few as 10 days.

Last year, more than 40 million taxpayers electronically filed their tax return. People who e-file find it the
fastest and casiest way to do their taxes.

The electronic filing program checks for errors or missing information, increasing the accuracy of your return
and reducing the need for correspondence with the TRS to clarify errors or omissions.

Onee your return is accepted for processing, you will receive a confirmation from the IRS.
And you can usually file a state tax retam at the same time you clectromically file your federal tax retum,

Finally, with electronic filing, you can file your retumn early but wait to pay any balance due by the tax deadline
of April 15, 2002.

You might want to reduce the size your refund and put more money in your paycheck throughout the year. You
and your employer can refigure your federal income tax withholding, allowing the correct amount to be
deducted.

For information on e-filing, check the IRS Web site at www.irs.gov.

You will also find a withholding calculator and worksheet, along with Form W-4, on the Web site.

Or you may get Form W-4 from your employer or by calling the IRS toll free at 1-800-TAX-FORM (1-800-
829-3676).
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Intemal Revenue Service can be reached at (800) 829-1040.
23, Senior Centers To Offer Help With Tax Forms * Hartford Courant

Hartford Courant

January 16, 2002
Senior Centers To Offer Help With Tax Forms

MIDDLETOWRN - Free assistance with federal and state income taxes for older and retired people in
Middletown and surrounding towns will be provided Feb. 1 to April 15 through the AARP Tax-Aide program.

For more information, call the following senior centers: Middletown, 860-344-3513; Cromwell, 860-632-3447;
Portland, 860-342-676d; Middlefield, B60-349-T121. Volunteers trained by the Internal Reveaue Service will be
available at the cenlers.

Please bring last year's income tax retumns, the packets of forms sent by the IRS and the state Department of
Revenue Services and records of your 2001 income and deductions.

Tax assizstance will also be provided for individuals who are homebound or in convalescent homes. For more
information, call 860-347-2244 or 346-2387.

24, FIXIT shares income tax tips from the TRS * Jersey Journal (Daily)

Jersey Journal (Daily)-lersey City
January 15, 2002

FIXIT shares income tax tips from the [RS
Saroya Pottimger

Tax season is here, and FIXIT has impertant information to share from the Internal Revenue Service.
According to Greg Semanick of the IRS, one way to save money is by itemizing your legitimate deductions.

"Generally, to take advantage of deductions you must be planning to itemize rather than using the standard
deduction. Also, just because you spend the money doesn't always mean you can deduct it,” says Semanick.

The first step in tax planning is to look at your previous retum, and then consider the expenses that you have
incurred for the vear you are filing. Ask yourself the following questions:

Are your records in order? [f not now is a great time to start,

Did vou itemize in the previous year? If 8o, have your expenses stayed prefty much the same? If the answer ia
yes, then you will probably want to itemize again,

If you did not previously itemize, have your expenses changed? Perhaps you will want to iternize, or perhaps

not, It may not be a pleasant thought but it might be a good idea to do a quick practice return using the previous
year's tax package amd your cument tax expenses.

The second step is to consider the following general pointers to maximize deductions and minimize taxable
incame, Here are a few suggestions,
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Take advantage of education tax credits - study the rules for the Hope Scholarship Credit of the Lifetime
Learning Credit.

Take full advantage of deferred income options such as TRAs, 401k, and various saving plans that reduce your
adjusted gross income.

Consider whether it is time to give up on stock that has lost money,

The third step is to look before you leap-do the research to make certain that the actions you are about 1o take
make sense for your financial circumstances.

Plan wisely and do some up-front research - download the relevant IRS publications that may be helpful.
The IRS has a publication on nearly every tax topic you can imagine, Ofien, these free publications are the
place to start your last minute tax planning. These publications are available on the IRS Web site at

WO IES.ZOV,

You can order tax forms and publications through the mail by calling (300} TAX-FORM, and you can get
answers and advice about tax issues by calling (800) TAX-1040.

25, Tax withholding reliel expires for tip-earning casino workers * Las Vegas Review-Journal

Las Vegas Review-Journal

Januwary 14, 2002

Tax withholding reliel expires for tip-earning casino workers

By TONY BATT

STEPHENS WASHINGTON BUREATI

WASHINGTON -- Across-the-board tax withholding reductions on tips collected by Nevada casino workers
after Sept. 11 expired at the end of the year but some relief is still available for laid-off employees, according Lo
industry and government officials,

Following the terrorist attacks on the World Trade Center and the Pentagen, the Intemzl Revenue Service
agreed 1o reduce tax withholding on tips for casine workers by 30 percent through the end of Oclober,

The attacks triggered a severe economic downtur in Southern Nevada, resulting in the loss of one of every 20
casine jobs in the Las Vegas area in the first six weeks afler Sept. 11,

As business picked up, the [RS increased the withholding on taxes on tips for November and December to 75
percent of the rate prior to Sept. 11, The rates vary according to casine jobs.

On Jan. 1, tax withhelding rates on tips retumed to pre-Sept. 11 levels, officials said.

"There is no further across-the-board (tax) relief. Everybady should be back at 100 percent of tip rates as of
Jun.1 unless they argue for more reduction on a property-by-property basis," said Betty Wilson, vice president
of taxes for MGM Mirage.

Nevada casinos sought an extension of the blanket relief for taxes on tips, but the IRS rejected the proposal,
Wilson said.
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Bill Brunson, an IRS regional spokesman in Pheenix, said the agency has offered to review withholding on tips
for Mevada casinos before and after Sept. 11. For example, a casino could show how much tip revenue was
collected in November 2001 as opposed to November 2000.

"We would be willing to work that out with them, but so far there have been no takers," Brunson said.

Compiling data on tips on & monthly basis would be a complex and time-consuming endeavor, Wilson said.

D. Taylor, Nevada director of Hotel Employees and Restaurant Employees International, eriticized the IRS for
not externding the comprehensive tax reduction on tips.

*Mandalay Bay iz talking about a loss t|'|.1'-5 quarter. They (the IRS) want to pretend everything is back to
normal," Taylor said.

The IRS is offering to temporarily suspend the collection of back taxes owed by casino workers who lost their
jobs in the wake of Sept. 11, Brunson said. These unemployed workers would not have to pay their back taxes
for six months after Sept. 11, or to about mid-March.

"T would say less than 50 people have come in to talk to us about this,” Brunson said.

Meanwhile, industry and [RS officials plan to continue negotiations this year on how much in taxes should be
withheld from workers' paychecks to account for tip income.

The negotiations began last vear after Nevada casinos and the state's congressional delegation bitterly
complained a new IRS proposal could triple the amount of taxes withheld.

IRS and industry officials will resume negotiations in March although an exact date still has not been set,
Wilson said.

Omn Friday, the U.5. Supreme Court agreed to consider a case on how much flexibility the [RS has in calculating
taxes that businesses owe from employees' tips.

MNevada casino employees are not expected to be directly impacted by the case because they negotiated their
own tip reporting pact with the RS in 1991

26. Ex-president of P.LE. pleads guilty in thefts * The Plain Dealer

The Plain Dealer
January 16, 2002 Wednesday, Final / All
SECTION: BUSINESS; Pg. C1
LENGTH: 489 words
HEADLINE: Ex-president of P.LLE. pleads guilty in thefts
BYLINE: John Caniglia, Plain Dealer Reporter

BODY:
Larry E. Rogers, the former president of the failed P.LE. Insurance Co., admitted yesterday that he stele more

than $6.8 million from the company to buy a pig farm in Tennessee and pay off gambling debis.
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Rogers, 63, pleaded guilty in federal court to charges of conspiracy, insurance fraud and tax evasion. F.LE.
was once one of the largest medical malpractice insurers in the nation.

The former Waite Hill resident could get nearly four years in prison and pay as much as $600,000 in fines
when U8, Judge Solomon Oliver Ir. sentences Rogers next month. Oliver also could force Rogers to repay as
fueh as $13 million to the Ohio Insurance Department, which is liquidating the company. The charges, filed by
prosecutors last month, allege that the theft and Rogers' corporate spending helped sink the insurer in 1998. The
company's collapse lefi doctors in nine states without insurance and with more than 4,000 pending malpractice
claims. Patients who might have collected millions of dollars have been forced to settle for far less.

Rogers admitted that he took $6.8 million from the company, without its approval, in 1997 as his buyout. The
maney went toward his gambling debts, for a loan on a home in Hilton Head, 5.C., and for the pig farm in
Tennessee for his son-in-law, prosccutors said.

In addition to admitting the thefls, Rogers told Oliver that as president of P.LE. he, his employees and his
family improperly gave campaign contributions to candidates for state and federal offices by claiming they were
business expenses. Prosecutors outlined more than $1.5 million in contrbutions.

But assistant U.S. Attorney James V. Moroney yesterday estimated that Rogers had spent more than 56
million of the company's money on the campaigns through various loans, kickbacks, reimbursements and wire
transfers. Federal authorities said the candidates had not known the contributions were illegal and had done
nothing wrong. "

Moroney said Rogers should pay back that money, too. But defense attomey Philip §. Kushner said Rogers
should not have to hecause he used the money to benefit the business, which Rogers helped start in 1975, Oliver
will decide the issue at sentencing Feb. 26.

In the tax charge, Rogers reported to the Internal Revenue Service that he earned $1.8 million in 1996 but
failed to disclose an additional §1_5 million in income.

Rogers is scheduled to go to trial on bribery-related charges next week in Franklin County Commaon Pleas
Court. He is aceused of bribing David Randall, former deputy director of the Ohio Insurance Department, who
pleaded guilty to bribery and was sentenced to 75 days in jail and five years' probation in 1998,

Rogers told Oliver that he has been unemployed since Dec. 15, 1997. "l tried to start an entertainment
company, but that didn't work out," Rogers said.

27. Former fugitive pleads guilty in bingo scam * Dayton Daily News

Dayton Daily News

January 16, 2002

Former fugitive pleads guilty in bingo scam

Bingo scam operator faces 31M fing, prison

By Wes Hills

Dayton Daily News

DAYTON, OHIO | A Centerville man who fled to Costa Rica last year while facing charges that he ran a large
instant bingo scam through several bogus charitics pleaded guilty Tuesday to three felonies.
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BYLINE: By Robin Topping; STAFF WRITER
[NOTE: PREVIOUS PAGE IS D0B00000001050]
BODY:
For three months after Sept. 11, David Bernard fought against the injuries he sustained when debris from the
collapse of the World Trade Center rained down on him as he walked to a business meeting,

Bemard, who lived in the Boston suburb of Chelmsford and came to Mew York several times a vear for his
work with the Internal Revenue Service, was one of a small group of people who lived through the terrorist
attacks,

But the damage done to his $8-year-old body was massive: two punctured lungs, 13 broken nbs, a broken
shoulder blade and a severe spinal cord injury. In the time that he spent in the hospital - sometimes on &
respirator and only cocasionally able to  communicate in whispers - he battled one infection after another. His
goal was to ultimately move to a rehabilitation center, and his family, who commuted from Boston to be by his
side al New Yaork University Hospital, never gave up.

*Honestly, after three months of fighting, [ thought he was going to make it,” said his wife, Nancy Bemard.
"It was such a roller coaster.”

But after rallying several times and being moved to Massachusetts General Hospital, David Bemard died Dec.
11, with his family around him.

Bemard, an industry specialist with the IRS, was hit while he was walking to a meeting at ¥ World Trade
Center, When his family didn't hear from him that night, they called New York hospitals frantically, and after
finding him, a relative in New York rushed over to confirm his identity,

*My children came every single weekend to see him. They put their lives on hold,” said his wife, who flew to
New York and staved with her husband while living at a nearby hotel. "We got three months more than most

people.”

She said doctors told her that her hushand survived as long as he did because he was in excellent physical
shape. He played tennis and was an avid golfer with a & handicap. His favorite activity was playing golf with
his wife, three children and their spouses because "his family came first to him and this was something the eight
of us could do together,” his wife said.

"He was easygoing and laid back. He could laugh at himself and had a good sense of humor. We lost a good
friend," she said. They met when both attended Northeastern University in Boston. She said they traveled often
together and had gone on recent trips to Thailand and the Grand Canyon.

"We had a lot of plans,” she said. "But my husband also left me 2 legacy of love and family.” She said the
time ghe had with him after the disaster was precious because it gave her a chance to say goodibve. "] was able
to tell him I loved him every day and that's what | have 1o hang ento.”

The funeral was held Dec. 15 at St.Mary's Church in Chelmsford, and burial was al Heart Pond in

Chelmsford. In addition to his wife, Bernard's survivors, all from Massachugetts, include two sons, David W.
Bernard Jr. of Charlestown and Mark A. Bernard of Brockline; a daughter, Jill E. Ludmar of Brighton; a sister,

Fran Kline of Lexington, and a brother, John Bernard, of Pepperell. Ludmar's husband, Dan Ludmar, is
onginally from Syosset.

4. IRS, Treasury To Revise Intangible Asset Write-Off Rules * Dow Jones Newswires

Dow Jones Newswires
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Janwary 17, 2002
TRS, Treasury To Revise Intangible Asset Write-OfT Rules

By JENNIFER CORBETT DOOREN
OF DOW JONES NEWSWIRES

WASHINGTON -- The Treasury Department and the Internal

Revenue Service said Thursday they plan on rewriting current rules about
how the costs of acquiring intangible assets may be written off or
capitalized.

"Currently the IRS spends 2 substantial and disproportionate amount of its
examination resources resolving capitalization issues,” said Mark
Weinberger, Treasury Assistant Secretary for Tax Policy. "Recently much
of the uncertainty and controversy in the capitalization area has related to
expenditures that create or enhance intangible assets.”

Capitalization involves how a person or business deducts certain business
expenses. The capitalization rales for so-called tangible assets are more
clear than those involving intangible assets. For example under
capitalization rules for tangible assets, a business that buys a computer
cannot deduct the full cost of it that tax year because it is useful for more
than one year. The cost of the computer must be amortized or written off
over a period of time. If a business buys something with a life of less than a
year the cost may be deducted that tax year.

But the rules involving intangible assels such as 2 license for software or a
lease are unclear, which is why the Treasury Department and the IRS are
trying to revise them.

Weinberger said revising intangible asset rules is aimed at freeing up both
Internal Revenue Service and laxpayer resources.

Treasury said it expects the proposed rule to include a "one-year rule" in
which costs to obtain intangible assets would not be capitalized and could
be deducted in one tax year. The department also said it would also
establish “de minimus" rules under which certain types of costs less than a
specified dollar amount would not be capitalized.

The department is seeking comments to help guide it in rewriting the
intangible asset capitalization rules. Treasury sent notice fo the Federal
Register, which is expected to be published in the next few days.
Interested parties will then have 60 days to comment from the publication
date to comment on the issue.

Weinberger also said the department eventually plans to issue additional
guidance on capitalization rules that involve tangible assets.

Page 5 of 18

5. Capitalization: 1RS AND TREASURY PROPOSE CAPITALIZING COSTS OF INTANGIBLE

ASSETS AND BENEFITS * BNA
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The Bureau of National Affairs, Inc.,
Daily Tax Report

January 18, 2002, Friday
13 DTR GG-1 (2002)
LEMGTH: 704 words
SECTION: LEAD TAX REFORT

TITLE: Capitalization: TRS AND TREASURY PROPOSE CAPITALIZING COSTS OF
INTANGIBLE ASSETS AND BENEFITS

AUTHOR: By Alison Bennett and Brant Goldwyn

TEXT:

The Treasury Department and Internal Revenue Service said Jan, 17 they intend to issue rules clarifying
capitalization treatment of costs incurred in acquiring, creating, or enhancing intangible assets and benefits.

In an advance notice of proposed rulemaking (REG-125638-01), the government outlined specific categones
of expenses that taxpayers would be required to capitalize under Internal Revenue Code Section 263(a),
including certain acquisitions, market entry paymenis, prepaid items, and others.

The rules also would include safe harbors and simplifying assumptions, including a “one-year rule" under
which expenditures relating to short-lived intangible assets would not be required to be capitalized, "de minimis
rules" allowing taxpayers to deduct costs under a specified dollar amount, and an exception for "regular and
recurring” expenses in a taxpayer's business, the govemment said.

"We helieve the rules and principles described in this advance notice with respecl to intangible assets are a
first step to providing clear and administrable rules that will significantly reduce uncertainty and controversy,”
Treasury Assistant Secretary for Tax Policy Mark Weinberger said in a news release.

"We also hope to issue additional guid:mcf: .afldrcssing other areas of capitalization, such as costs to repair or
improve intangible assets,” Weinberger added.

Expenses That Must Be Capitalized.

The advance notice of rulemaking described several categories of expenses that would be required to be
capitalized, including:

-- amounts paid to acquire intangible property;

— amounts paid to create or enhance certain intangible rights or benefits;

-- amounts prepaid for goods, services, or other benefits to be received in the future;

-- certain market entry payments;

-- amounts paid te obtain certain rights (such as trade names, copyrights, or licenses) from a government
BFETICY;
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-- amounts paid to modify contract nghts or to teminate certaim contracts,
-- amounts paid in connection with tangible property owned by another; and
* w= defense or perfection of title to intangible property.

Capitalization would not be required for costs of assets that exist for one year or less, the government said,
except for costs paid to acquire intangible property from another person.

Transaction Costs.

The proposed rules may require a taxpayer to capitalize certain transaction costs that facilitate the taxpayer's
acquisition, creation, or enhancement of intangible assets or benefits, IRS and Treasury said. The rule generally
would not apply to employee compensation, fixed overhead costs, and costs under a spectfied threshold of
perhaps
% 5,000, the government said.

Capitalization may be required for legal fees paid to outside counsel to facilitate an acquisition of the
taxpayer's stock, [RS and Treasury said. The government said capitalization also could be required for- costs
that facilitate a taxpayer's acquisition, ereation, restructuring, or reorganization of a business entity; an asset
aequisition under Internal Revenue Code Section 106(0); or transactions to raise capital,

To provide some certainty for the treatment of transaction costs, IRS and Treasury said they were considering

certain safe harbors that would allow a deduction for all employee compensation, look at whether the
transaction was recurring, and follow the financial or regulatory accounting treatment of the transaction costs.

Comments Requested.

IS requested comements on:

-- other costs of acquiring, creating, or enhancing intangible azsets that should be capitalized, and principles
that should be used to identify these costs; .

— costs, other under regulatory or tax accounting rules, that ment treatment tied to the capitalized costs;

- the amortization period or method, or multiple periods and methods, that should apply to the costs;

-- other de minimis rules that might apply, and the methed for aggregating expenditures when applying the

rules; and

-- distinguishing costs of developed software from costs of acquired software.

IRS said comments should be submitted within 60 days afler the advance notice is published in the Federal
Register; however, a date of publication for the advanced notice has not been announced.

Textz of the news releass and REG-125638-01 anz in Section L.
6. Employee Benefits: DEPARTMENTAL TASK FORCE MAY ADVISE BUSH WITHIN DAYS ON
PENSION ISSUES, O'NEILL SAYS * BNA

017182002

00800000001033



IN THE MEWS: 1/18/02 Page Bof I8

The Bureau of National Affairs, Inc.,
Daily Tax Report

Tanuary 18, 2002, Friday
13 DTR G-6 (2002)
LENGTH: 710 words
SECTION: TAX, BUDGET & ACCOUNTING

TITLE: Employee Benefits: DEPARTMENTAL TASK FORCE MAY ADVISE BUSH WITHIN
DAYS ON PENSION ISSUES, O'NEILL SAYS

AUTHOR: By Kurt Ritterpusch and Brett Ferguson

TEXT:

The Treasury, Labor, and Commerce department task force on retirement security may be able to give
President Bush advice on "high point” pension issues within the next few days because the Labor Department
has been reviewing pension law issues for several months, Treasury Secretary Paul O'Neill said Jan. 17.

"We're at a stage in our committee more advanced than I thought we would be able to be because it turns out
that ... the Labor Department hed begun a review of standards and regulations and rules related to pensions and
[tax code Section] 401(k) plans and [Employee Retirement Income Security Act] plans months ago," O'Neill
told reporfers during a break in the second task force meeting. "So we find ourselves the beneficiuries ofa
great deal of valuable staff work that was done over the last several months.”

The task force met for the first time Jan. 11. Q™eill predicted Jan. 15 that an expeditious review could be
completed in six to eight weeks (11 DTR G-9, 1/16/02).

('Meill said the formal mectings of the task force have given Treasury staff the opportunity to look at and
understand the Labor review and to "spill it into issues for consideration.”

He declined to discuss specific issues under consideration or whether the president's budget would increase
outlays to Treasury and the Internal Revenue Service in light of the current situation, At least in my view, the
president should always have the privilege of presenting his budget before we upstage him,” he said.

Participation Disincentives Are Concern.

In looking at the full range of issues, the task force has been conscious of aveiding disincentives for
participation in Section 401(k) and other retirement plans, O'Neill said.

"iye dom't want to, in the name of tightened security, create a chilling effect of reducing incentives that people
have in investing in their retirement security plans," O'Neill said, "We want to make sure there still are 401(k)
plans that aperate in higher degree of assurance, that individuals are not disenfranchised because we have not
dope an adequate job of writing the rules and regulations.”

Earlier in the day, O™Neill expressed concern that Enron's handling of its employees’ 401(k) accounts has
undermined consumer confidence in the savings plans and said the Bush administration is committed to
rebuilding that confidence.

"¥our 401{k) is a nest egg you own, and you decide how to invest your contributions,” (O'Neill said in aspecch
0741 82002
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1o the 11.5. Savings Bonds Volunteer Committee, "Working Americans value that sense of ownership and
control. The rapid collapse of the Enron Corporation and the effect of the decline in its stock price on its
employees’ retirement funds may have diminished that confidence.”

He told the committee the task force would "focus on the issues of fair play in the market and the balance
between consumer choice and firms’ interests in offering defined contnbution plans."

Achieving that balance may be difficult, however, because many of the nation's largest companies place more
than 60 percent of their 401(k) assets in company stock. OFf 219 Section 401(k) plans with company stock that
were analyzed by BNA subsidiary Institute of Management & Administration (IOMA), 25 had mare than &)
percent of their assets wrapped up in company stock. The stock of 14 of those 23 companies was down as of
Mov. 30 (11 DTR G-3, 01/16/102).

Better Access to Treasury Products Sought.

The Treasury secretary also told the committee his staff is looking for new methods to make "the full range of
Treasury securities more widely available” to individuals saving money in retirement accounts.

"We offer the safest, most liguid, securities in the world to fill investor needs across the whole spectrum of
partfolios, from the individual investor who has % 50 to invest, to the largest asset managers and other firms
invest billions of dollars in managing their portfolios,” O'Neill said.

He added that both savings bends and marketable Treasury bills and notes can now be purchased directly on
the Bureau of Public Debt's World Wide Web site, making it easier to use such investment vehicles.

7. ENRON INVESTIGATION GENERATES NEW TAX SHELTER, PENSION LEGISLATION * Tax
Notes Today

Tax Notes Today

JTANUARY 18, 2002 FRIDAY
DEPARTMENT: News, Commentary, and Analysis; News Stories
CITE: 2002 TNT 13-1
LEMGTH: 727 words

HEADLINE: #1 2002 TNT 13-1 ENRON INVESTIGATION GENERATES NEW TAX SHELTER,
PENSION LEGISLATION. (Release Date: JANUARY 17, 2002) (Doc 2002-1552 (3 original pages))

AUTHOR: Mohr, Patti;
Rojas, Warren
Tax Analysis

The Enron bankrupicy and investigation have prompted House and Senate taxwriters to move legislation to
profect workers' employer- sponsored £01(k) plans and to reexamine tax shelter legislation.

Although Congress remains in recess, the Enron collapse has already stirred enough controversy that Hill
lawmakers and Washinglon bureaucrats are making inquiries and looking for legislative and administrative
solutions. In addition to the three federal agencies looking into the case, three House commitiees and seven
Senule committees, including the Senate Finance Committee, have scheduled hearings on the maty
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components of the Enron collapse.

House Ways and Mecans Committes ranking member Charles B, Rangel, D-N.Y., is drafting legislation that
would impose tax penalties on the sale of a company’s stocks by exceutives or board members if the company
restricts its employees from trading its stocks in an employer-sponsored section 401 (k) plan.

Rangel's bill is designed to give employees of a company the same flexibility in selling company stock that
executives and large stockholders have. Rangel said his bill would ensure that workers would not lose their
retirement savings because of unregulated company pension rules. Enron placed resirictions on sales of its stock
held by employees in 401(k) plans.

"With Enron, executives and corporate board members could unload the stock when they sensed a problem,
but the workers were locked in. . . . The top fat cats hailed out with their golden parachutes while the workers
were left holding the bag,” Rangel said.

Also, Rangel's bill would eliminate tax deductions for interest on debt instruments when the corporation
showed the instrements as equity on its books. He said current law aflows companies to borrow money with
tax-deductible interest while showing the borrowing as an increase in equity when reporting to shareholders.
“Mow, Congress should immediately repeal the tax benefits that made Enron's misleading financial strecture
possible. My bill would do just that,” said Rangel.

Rangel said he plans to demand immediate action on his bill to prevent future instances of employees losing
their jobs and investments in their company should the company go bankrupt. His spokesman said the
lzgislation "canmot wait until all the hearings and task forces” are completed.

Finance Committee ranking member Charles E. Grassley, R-Iowa, also plans to introduce legislation within
the next few weeks to tighten pension plan protections for workers.

(irassley said he is reviewing whether Enron used certain tax vehicles to conceal the company’s financial
condition. He said emerging questions about whether Enron used corporate tax shelters to hide its debt have
only sclidified his resolve to introduce legislation exposing abusive tax shelters and offshore tax hevens.

"It was a shock to read that Enron may have used nearly 900 tax- haven subsidiaries to avoid laxes and hide
its financial debts," Grassley said. "This iz one more example of why Congress should act on tax shelter
legizlation. This legislation would force disclosure of tax shelters so that the IRS can better police them."

Grassley worked with Finance Committee Chair Max Baucus, D- Mont., last year to produce a bipartisan tax
shelter bill, but the two have yet to unveil their finished product. Preliminary estimates indicate the bill would
raige about $ 10 billion by closing corporate loopholes, a benefit one taxwriting aide belicves may be partly to
blame for its delayed debut,

"Fram what I'm hearing about the budget, we may need offsets,” a Grassley spokeswoman said.

The aide said she was unsure whether the bill would have solved any of the problems linked to the Enron
collapse because investigators are still piecing together the full scope of Enron’s activities, but she also noted
that raxwriters would track the situation carcfully.

According to the aide, Finanee staffers from both Grassley's and Bauvcus's offices are scheduled to meet with
officials from the IRS and Treasury for a briefing on Enron-specific tax issues in the coming weeks. She said
taxwriting aides also expect to meet with Treasury in late February on the broader tax shelter issue, which
means the Grasslev-Baucus bill may not appear until March.

8. New "Digital Daily’ aims to answer taxing questions * The Financial Times
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Financial Times (London)
January 18, 2002, Friday USA Edition 2

SECTION: GLOBAL INVESTING; Pg. 25

LENGTH: 995 words

HEADLINE: New "Digital Daily’ aims to answer taxing questions

BYLINE: By PAUL TAYLOR

DATELINE: NEW YORK

BODY:
According to the Internal Revenue Service's website (wow.irs.gov), dubbed "The Digital Daily", there are
just 87 days until April 15, the deadline for filing tax refums in the US.

In its current incamation the TRS sile describes itself as "the fastest, easiest tax publication on the planet™ - a
dubious claim that may be justified when a redesigned site is launched later this month in time for the 2002 tax-
filing season,

The existing site, while packed with useful and frec information for individuals, small businesses and tax
professionals, is confusing and difficult to navigate. The redesign is intended to address these complaints and
make it easier to find information. A link on the existing home page provides a preview of the new site, which
promises that the redesigned Digital Daily will be "more intuitive and user-friendly”, It will also enable the IRS
to update and manage the information more efficiently and accurately, the preview claims.

The new home page lives up to the promise, providing both a standard search box and scparate "forms and
publications finder” query tool, as well as what the IRS describes as "an intention-based" content menu that
allows individnals, businesses, charitable organisations and others to go directly to information relevant to
them.

The basic content of the websile will, however, remain the same. This includes detailed mformation about
recent tax law changes, a huge database of official tax forms that can be downloaded and a link to the IRS "e-
file” service that enables taxpayers to file their returns electronically - something as many as 50m individual and
business taxpayers are expected to do this year.

Digital Daily now also includes a link to Tax Talk Today (www.taxtalktoday.tv), a free online streamed video
discussion about a tax topic - the next one on January 22 will deal with the issue of criminal investigations.

Most peeple, however, will visit the site to find information that will help them fill out their tax retum, or to
file it electronically afier using a tax professional or one of the many commercially available tax preparation
software packages.

The leading tax preparation software packages, Intuit's Cuicken TurboTax and H&R Block's TaxCut, offer
both on- and off-line versions of their programmes that walk taxpayers through the process of filling in a tax
form, provide advice and enable the wser to file their retum electromcally.

Hé&R Block offers two online versions of TaxCut, a do-it-yoursell version that costs Dollars 19.95 and a do-
it-yourself "plus" version that costs Dollars 49 90 but provides the added security of having your complated
retumn reviewed by an H&R Block tax professional,
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Similarly, Quicken's TurboTax for the Web costs Dollars 19,95 now (but Dollars 24,95 after April 1).

Both services offer extensive help for DIY tax filers and, provided your tax affairs are relatively
straightforward, provide a secure and low-cost alternative to consulting an accountant.

“TurboTax and TaxCut both receive plaudits from reviewers but there are other packages including a number
of free online tax preparation packages including TaxAct Online.

TaxAct enables the user to prepare and print your federal tax return for free and if vou qualify, you can also
file your tax return electronicaily for no cost as well. Otherwise federal and state e-tax returns cost Dollars 7.95

each.

9. ANOTHER TAXING YEAR * Pittsburgh Post-Gazette

Pittsburgh Post-Gazette
January 17, 2002 Thursday SOONER ERITION
SECTION: BUSINESS, Pg.E-4 FINANCE TIP

LEMGTH: 120 words

HEADLINE: ANOTHER TAXING YEAR

BODY: -

By now Form 1040 15 arriving in the mail. Shortly it will be followed by W-2s, 1099s and all the other
paperwork of tax season. If you need help making sense of it all, IRS Taxpayer Assistance Centers will provide
face-to-face help for taxpayers, However, individuals planning to visit IRS offices should be prepared to pass
through security screening. You may be asked to show current photo identification. The IRS is encouraging
taxpayers to czll or go online for their tax assistance needs. The IRS toll-free telephone line is (800) TAX-1040)
from 7 a.m. to 10 p.m. weckdays and 9 am. to 5 p.m. Saturdays, or go to www.irs.gov. Look for "News for You

2002."
10, LEADER OF DRUG RING GETS 1-YEAR TERM * The Columbus Dispatch
The Columbus Dispatch
January 17, 2002 Thursday, Home Final Edition
SECTION: NEWS; Pg. 0BC
LENGTH: 154 words

HEADLINE: LEADER OF DRUG RING GETS 10-YEAR TERM

BODY:
The leader of a large marijuana-distribution ring in central Ohio was sentenced yesterday to 10 years in
prisomn.

Allington "Alf Tittle, 41, received hundreds of pounds of the drug in packages mailed from Los Angeles
during & 1&-month period that ended in May 1993, according to the Internzl Revenue Service. He paid for the
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drugs with 38 wire transfers totaling $105,000, the IRS said. Tittle then distnibuted the drugs to dealers in
central Ohio,

Last year, Tittle, formerly the owner of West Coast Automotive on E. 5th Avenue, pleaded guilty to one count
each of conspiracy to launder money and conspiracy to distribute marijuana.

Five West Coast drug suppliers and two Columbus-area dealers linked to his ring also have been convicted.

U.S. District Judge John D. Holschuh, who sentenced Tittle, said the drug dealer faces deportation 1o his
native country of Antigua after his release from prison.

11, No wrist slap, but ... * Copley News Service

Copley News Service
January 17, 2002
Mo wrist slap, but ...

BYLINE: The San Diego Union-Tribune Copley Editorial Service
California

There is good news and bad news in the 30-year sentence meted oul by a
federal judge to Everardo Arturo Paez Martinez, the highest-ranking member of
the Tijuana-hased Arellano Felix drug cartel whe is in U.S. custody.

Om the good-news side of the ledger, Pacz pled guilty as part of a plea
bargain to massive drug smuggling - tons of cocaine - for the vicious, violent
syndicate, That vindicated the impressive case amassed against him by federal
iaw enforcement agencies, chiefly the Drug Enforcement Administration with
asgistance from the Internal Revenue Service.

Pacy's 3-year sentence, while less than the life term he might have received
as a drug kingpin, is still a very considerable punishment. Paez, 35, will
likely remain in prison until his late $0s. That should allow him plenty of time
to ponder his criminal offenses and the scourge of narco-trafficking he helped
inflict on the United States.

Finally, the Pacz plea bargain and resulting sentence avoid raising obstacles
to further extraditions by Mexico of senior trafficking figures. Paez's
extradition last May was a breakthrough. For the first time, Mexico delivered a
purely Mexican citizen drug kingpin to face American justice. U.3. prosecutors
hope their handling of the Pacz case will encourage more such exiraditions, key
to taking down Mexico's narco syndicates.

But it's no secret that the deal approved by U.S. Attomey Patrick K. OToole
and negotiated by Assistant U.S. Atterney Laura E. Duffy and Narcotics Section
Chief Goenzalo P, Curiel is controversial.

Case agents from the Drug Enforcement Administration and the Internal

Revenue Service strenuously objected to the armanged sentence. Both agents
quite apparently believe strongly that Paez deserved a longer sentence than the
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30 years he received and the 22 years which, with good behavior, he will likely
serve.

Moreover, Paez obtained his reduced sentence without agresing to cooperate in
any way with U.S. authorities. That's acutely disappointing, most especially o
those in law enforcement still battling the Arellanos' cartel,

The Arellano principals, brothers Benjamin and Ramon Arellano Felix, remain
at large in Mexico. Their cartel is still supplying an estimated 20 percent of
the cocaine smuggled into the United States, plus tons of marijuana, smaller
quantities of heroin and increasing amounts of methamphetamines.

Paez surely could have provided a wealth of information on his former
employers’ criminal empire. Presumably, he could have been a compelling witness
against the Arcllano brothers, both of whom are wanted on ULS. drug trafficking
charges, and other cartel principals under indictment here. Now, that chance may
be forfeited permanently.

As he begins two decades behind bars, Paez may yet decide that cooperation
offers his best hope of salvaging something of his life. If not, there will
always be reason to wonder whether the federal prosecutors in this case could,

and should, have driven a harder bargain.
12. In brief: Agents, police raid houses on Porter * El Paso Times

El Paso Times

Tanuary 17, 2002

In brief: Agents, police raid houses on Porter

Texas

Federal agents and police officers swarmed over two homes in the 3000 block of Porter Wednesday as part of a
regional investigation involving 19 law-enforcement agencies, said Roger Maier, 1.5, Customs spokesman.
Law afficers served 16 sealed search warrants in El Paso, Las Cruces, Amarillo, Odessa and Lubbock.

The investigation involved police, sheriff's deputies, federal law-enforcement agencies including customs and
the Drug Enforcement Administration, as well as the Internal Revenue Service and the Social Security
Administration. Agents working Wednesday night at 3110 Porter said the case involved fraud, but Maier
refused to confirm or deny that.

*The investipators will be following up on information gathered with the search warrants, taking as much time
as they deem necessary to complete the investigations," Maier said.

13. More federal charges added for Detroit businessman * The Associated Press

The Associated Press

January 17, 2002

More federal charges added for Detroit businessman
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DATELINE: DETROIT

The government added four federal tax charges amd a money laundering charge
Thursday against a Detroit businessman already accused of defrauding the city of
hundreds of thousands of dollars.

Michae]l Mickson, 43, owner of Four Star Indusines, Inc., which did business
with the city, and is facing charges along with three Detroit municipal
employees.

Gary Spann, 4%; Leroy Barnes, 39; and Alberta Butler, 43, all of Detroit, are
charged with collecting money for parts that were never delivered to the Detroat
Public Lighting Department and overcharging the city.

The three workers face 10 counts each of mail fraud and one cach of
conspiracy to commit mail fraud. Butler also is charged with illegally accepting
gifts for performing her city job.

On tap of the new fraud and money laundering charges, Nickson is charged with
67 counts of evading federal bank reporting rules. He made 67 cash withdrawals
totaling 655,400, each of which was just below the $10,000 reporting
requirement.

Mickson's lawyer, Phillip Frederick, said his client i5 being unfairly
targeted.

"The 1.5, government itself can be a terrorist,” he said, declining further
comment.

The new indictment supersedes one issued in October against Nickson. The new
charges accuse Nickson of filing false tax returns for himself and his company
in 1997 and 1998, He failed to report about $1.2 million in personal income.

The money laundering charge stems from Nickson purchasing a home in 1998
titled to a [riemd.
14. Auditor: Credit disallowed on tax returns * Laredo times

Laredo times
January 17, 2002

Auditor: Credit disallowed on tax returns
BY ROBERT GARCIA

Times city editor

Texas

An Internal Revenue Service auditor testified in federal court Wednesday afternoon that she found no
negligence or fraud in at least six of the tax returns the government claims were falsified by local tax return

preparers.

The testimony came in the trial of Anthony and Elizabeth Benavides of Benavides and Associates and two of
their employees, Veronica Gonzalez and Vidal Guerra.
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Assistant 1.5, Attorney Noelle M, DiMarco is presenting the case before 1S, District Judge Keith Ellison.

DiMarce is trying to prove to the jury that the four defendants falsified tax returns for at least 20 of their clients
resulting in a 27-count indictment,

The penalties in the case carry up to five vears for conspiracy and three years for each of the counts, plus fines
af up to $250,000,

The case stands on claims that the taxpavers’ camed income credit was disallowed by the govemment and
ordered to be paid back, while the government indicted the tax preparers for allegedly falsifying mformation on
the tax returns to get the credit.

Margaret "Peggy” Alverdi, a 15-vear veteran employee of the IRS was the government's witness Wednesday.

Alverdi audited some of the taxpayers' claims and disallowed their eamed income credit despite that in some
cages, she had found no fraud.

The tax cases were referred to Alverdi by TRS Special Agent Garry Ploetz as part of the Border Preparer
Project, an investigation that apparently covers the U.S.-Mexico border.

Gonzalez's attorney Emilio Davila tried to show the jury that Alverdi's ruling to disallow the credit came
because she was "preprogrammed” by Ploetz, who was following up on a criminal investigation under the
Border Preparer Project.

Alverdi disagreed with the word "preprogrammed.”

Davila then asked her if she knew why Gonzalez was indicted on a tax return filed electronically that she didn't
prepare.

Alverdi answered, "MNo, [ don't know "
Gonzalez was indicted on seven counts,

During cross-examination by Davila, Alverdi admitted that in three of the claims she had audited no fraud was
found and she marked "no" on the form's bozx.

Diavila showed the jury Alverdi's report on which she indicated on the audit she performed on the tax retumn of
Abel Morenc she had placed a question mark instead of indicating "yes or no" in finding negligence or fraud.

In the two andits done for Antonic Hernandez for years 1995 and 1996, she had indicated that no frawd was
found.

Alverdi testified she spoke to Hernandez on the telephone and he had explained that he had named his sister as a

dependent because their parents had not sent them any support money while they lived with their aunt.
Hernandez was claiming $3,346, which was disallowed by the anditor.

During the cross examination of the witness, Davila managed to get on the recond that Hernandez was trying to
help his sister, an honor roll student at a local high school.

Earlier in the day, Alverdi was cross-examined by attorney Fausto Sosa, who represents Elizabeth Benavides.

The government expects to present more than 50 witnesses and continue presenting its testimeny on Thursday.
15. FEDERAL DIARY: Florida Lawmaker Suggests Another Road to 'Offset’ Relief * The Washington
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Post

The Washington Post

January 18, 2002, Friday, Final Edition
SECTION: METRO; Pg. B02; FEDERAL DIARY STEPHEN BARR
LEWNGTH;: 746 words
HEADLINE: Florida Lawmaker Suggests Another Road to "Offset’ Relief
BYLINE: Stephen Barr
BODY:

A top House Republican has offered a plan to modify the "government pension offset," a provision of Social
Security law that reduces henefits for thousands of people who retired or will retire under the Civil Service
Retirernent System.

Rep. E. Clay Shaw Jr. (R-Fla.), chairman of the House Ways and Means Social Security subcommittee, has
proposed revamping the offset formula as part of a bill that would ease the burden on the Social Security system
by encotraging younger workers to invest in personal retirement accounts.

Under the offset, a spousal or survivor Social Security benefit is cut by two-thirds of the person's government
pension. Shaw's proposal would peg the offset at one-third of an individual's government annuity. Many federal
relirees feel the two-thirds offset is too harsh. Some lose their entire Social Security benefit, and others,
especially women whe held lower-income jobs, can il afford to have their retirement income reduced, retiress
point cut,

Officials at the National Association of Retired Federal Employees, which has lobbied for several years to
repeal or change the offset, said they were encouraged by Shaw's proposal, which is part of legislation aimed at
ensuring the survival of Social Security,

In their view, Shaw's proposal acknowledges retiree complaints that the offset is a serious problem. It also
provides another legislative alternative that may stir debate.

Ciffeet bills have been introduced by various members of Congress during the last decade. For instance, Rep.
Howard P, McKeon (R-Calif) has proposed repealing the offset altogether, and Rep. William J. Jefferson (D-
La.) and Sen. Barbara A, Mikulsk: (D-Md.) sponsored legislation that would guarantee & minimem § 1,204
combined monthly income before the pension offset could be applied to Social Security spousal benefits.

“If you can go to some kind of markup, or get this fully considered by a committee, you have a range of
options to be considered and negotiated with." said Judy Park, NARFE's legislative director.

WARFE estimates that 305 000 heneficiaries are affected by the offset and that the number grows by 15,000
each vear.

The offset was cnacted in 1977 to end what eritics called an unfair advantage for government workers. Before

the offset's creation, federal workers could receive a full government pension and a full spousal benefit under
Social Security.

01/18°2002

Q0300000001043



[N THE NEWS: 1/18/02 Page 13 of 18

But Sacial Security, under its "dual-entitlement rule," does not pay full benefits to private-sector workers who
earned a retirement benefit and also are eligible for a spousal benefit. The rationale behind the rule is that a
person who receives a retirement pension is less dependent on a spouse and not entitled to a full spousal henefit.

Shaw held a hearing on the offset in the summer of 2000, and he signzled last year that he might rethink the
formula as part of a comprehensive plan to reshape Social Security.

That comprehensive plan - the "Social Secunty Guarantee Plus Plan” -- has now taken shape and includes his
proposed change in the offset formula. Shaw's plan would create & voluntary program under which workers
would receive & refundable tax credit of 2 percent to 3 percent of their earnings for investment in stocks and
bonds. Participating workers would receive a lump-sum payout on retirement, and Social Security would use
earnings from the accounts to help pay regular benefits. Ultimately, Social Security's projected cash shortfalls
would be eliminated, the Shaw plan promises.

The prospects for Shaw's legislation are unclear. Congress is headed into an election year, which can create
political erosswinds for members trying to move Social Security legislation. In addition, President Bush's Social
Security commission suggested that Congress take at least a year to discuss oplions before overhauling the
syslerm.

Marlene Kawaguchi, a telecommunications manager at the International Broadcasting Bureau, retired Dec. 31
after more than 37 years of government service.

Miguel Torrado, associate commissioner for personnel at the Social Security Administration, will be the puest
on "The Business of Government Hour" at 8 a.m. tomorrow on WJIFK radio (106.7 FM).

“The King Haliday, Federal Employees and Community Service” will be the topic for discussion on the
Imagene B. Stewart call-in program at 8 a.m. Sunday on WOL radio (1450 AM).
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Barry 5. Loehrig, 53, pleaded guilty to conducting an illegal gambling business, money laundening and income
tax evasior.

Chief 1.5, District Judge Walter H. Rice said he would sentence Loehrig after a presentence investigation.
Lochrig faces 30 years in prison and a §1 million fine, He also must pay taxes owed for 1994 through 1997,
plus interest and penalties.

Loehrig has agreed to cooperate with investigators, which could reduce his sentence. He also agreed to forfeit
£22 669 in cash and checks, two handguns and ammunition.

Prosecutors dismissed 13 other felony counts.

Loehrig fled the country while in plea negotiations and was arrested last November by U.S. marshals on his
June 13, 200K, imdictment,

The indictment alleges Lochrig financed, managed and supervised the illegal gambling operation from August
1992 to December 1999 and "concealed the true nature, location, source, ownership and control of the
proceeds™ of instant pull-tab tickels.

Lochrig is also charged with engaging in financial transactions in excess of $10,000 with funds from illegal
gambling.

Loehrig’s name surfaced in December 1997, when a state crime task force raided a Miami County bingo hall in
the former Bug Inn, near Bradford.

The indictment alleges:

* Loehrig established with the Internal Revenue Service "at least two enfities which he falsely purported were
charitable, nonprofit organizations™ named the Rain Forest Society, later changed to Help the Children, and
Stepping Stone, a successor to the Dakola Society.

* Loehrig and other co-conspirators “solicited numerous bars, restaurants, taverns and bowling allevs" in
southern Ohio "to participate with him in a scheme to sell the instant tickets™ to customers and split the profiis.

* Lochrig established checking accounts in at least four Drayton financial institutions to disguise the operalion.

28. FEDERAL DIARY: Study Undercuts Popular Notions About Bureancrats and Spending * The
Washington Post

The Washington Post
Tanuary 17, 2002, Thursday, Final Edition
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Are federal executives biased toward higher government spending?

The answer is no, according to a study published in this month's issue of Public Administration Review, the
journal of the American Society for Public Administration.

"Senior executives are less likely than the general public to favor increased spending on the vast majority of
gOVerment programs, contrary to assumptions about self-interested burcavcratic behavior,” concluded Julic

Dialan, an assistant professor of political science and public admimstration at Macalester College in Minnesata.

Her study found that federal executives prefer less spending than the public in almost all broad spending
categories. She also found that the spending priorities of Senior Executive Service members -- the government's
management elite — generally follow the preferences of the public. Dolan's study appears to put a dent in
popular beliefs that too many government employees have leftist leanings, when compared with the public, and
favor ever-increasing budgets as a way to gain greater clout. Those ideas took hold in the 19705 and continue in
some quarters foday.

Her findings, she said, "suggest senior executives do not inflate government budgets for personal gain."

At the Health and Human Services Department, Dolan said, senior execulives preferred less spending than the
public on health care, child care and AIDS research — all areas under HHS control. HHS executives, she said,
"rate public schools as more worthy of increased funding” and wanted more spending on food slamps, a
program administered by the Agriculture Department.

"

At the Defense Department, senior executives advocated greater spending for only one program, foreign aid,

which is overseen by the State Department.

"We simply cannot conclude that defense administrators inflate their own budgets at the expense of other
government programs; rather, they appear to support less government spending on almost all programs,” Dolan

wrole.

Overall, she said, the views of federal executives tend to mirror those of the public. Both groups ranked public
sehools, crime and the environment as priorities for higher spending. But there are differences. "While almost
half of the general population (47 percent) prefers more Social Security funding, less than 10 percent of SES
members do," Dolan found.

Dalan's research was conducted in 1996 and 1997, when the government faced deep budget deficits and
political pressure to cut staffing and downsize operations. Her data come from three surveys - the 1996
American Mational Election Studies, the 199 General Social Survey and a 1996-97 survey of federal
executives that she developed and conducted.

Her findings sugpest that the views of federal execulives are shaped by "rcal fiscal pressures” and a "greater
knowledge about current federal spending levels and political realities than the general public.”

She acknowledged that her research was not designed to determine whether federal executives favor greater
funding for certain parts of programs, even though they believe overall spending could be cut.

5till, Dolan said, her findings "question the assumption that bureavcrats uniformly prefer larger budgets” arlld
"suggest we should revise our theories about self-interested bureaucrats inflating government budgets for their
own gain,"

President Bush signed legislation vesterday that should lead to improved pay and benefits for employees at
the Securities and Exchange Commission.
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In a hill that reduces filing fees paid by industry, Congress included a provision to allow the 5EC to provide
salaries comparable to those of other federal financial regulators. SEC officials suid the agency needed to offer
higher pay 1o help stem turnover among lawyers, accountants and auditors.

When the pay changes take effect will hinge on negotiations between the SEC and the National Treasury
Employees Union, which represents about 2,000 waorkers there, a union spokesman said.

Kathy Troutman, president of the Resume Place, and Ligaya Fernandez and Paul van Rijn, anzlysts af the
Merit Systems Protection Board, will discuss federal job postings and the government's "human capital crisis”
at 11 a.m. tomorrow on "FEDtalk,” the online radio show, at www., federalnewsradio.com.
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1. TAX FACTS: IRS Chief Wants to Stop Declining Audit Rate * Dow Jones Newswires

Dow Jones Newswires
January 17, 2002
TAX FACTS: IRS Chief Wants to Stop Declining Audit Rate
By JENNIFER CORBETT E!_'I;IEREN
Of Dow Jones Newswires

WASHINGTON -- The head of the Intermal Revenue Service wants 1o
put a halt to the sharp drop in taxpayer audits.

IS Commissioner Charles Rossotti says audits are necessary 1o encourage
individuals and businesses to pay their required amount of taxes.

Rossotti made his comments Wednesday during a news conference om the
IES's plan to conduct special taxpayer audits i order to improve the
agency's overall audit program, Unless lawmakers on Capitol Hill have
strong objections, the IRS will likely begin conducting audits on 50,000
taxpayers as part of its "national rescarch program" this fall

Rossotti hopes the research program will allow the TRS to beller target its
annual audits to people who are cheating the government rather than folks
who pay their fair share of taxes. He says improving annual audits is
especially important because fewer of them are being conducted.

In fiscal year 2000 sbout 618,000 individual taxpayer audits were
completed, which is down from 1.9 million in 1995,

While taxpayers would probably love it if the [RS audit rate continued to
drop or even go away, Rossotti said audits are "a critical part of
administering the tax system.” He says actual audits and the threat of being
audited keeps the tax system fair by encouraging people to truthfully report
their incomes and deductions in order to pay the required amount of tax.

“At the level it's (audits) at now it's very hard to do that," Rossott said.

O1/182002
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Ideally, he said, he's like to "slightly increase” the audit rate, but barring that
he hopes the declining sudit rate will at least stabilize and that the new
research program will eventually make the current level of audits "more
targeted and more effective.”

In the next few years, Rossotti hopes the IRS will be able to extend its
tax-audit study to corporations.

IS Changes Rules for Foreign Taxpayer ID

The Intemal Revenue Service has 1ssued regulations
effective Thursday that allow casinos and other entities
that find themselves needmg to pay fﬂmgn peaple
unexpected earnings to issue those earmings without first
ohtaining a taxpayer identification number in limited
circumstances.

Current law reguires casinos and other payers of eamings to obtain a
taxpayer identification number for a foreign person. The IRS has an
expedited process for obtaining the taxpayer ID number, but the expedited
process eannot be used when IRS offices are closed on weekend or

holiday.

Without a taxpayer 1D the cagino or other entity must withhald a 30% tax on
earnings such a&s gambling winnings. But many countries have tax treaties
with the [1.S. that exempt gambling earnings and other earnings or apply a
different tax rate, If a foreign person who doesn't have a TLS. taxpayer ID
number receives gambling earnings on a weekend, they must later file a form
with the IRS to obtain a full or partial refund of the 30% tax that s withheld.
If a foreigner has & ULS. taxpayer [D the paying entity can withhold the
proper amount of tax subject to the tax treaty.

The new regulations allow casinos and other paying entities to pay a foreign
person and withhold tax at the rate agreed to by a particular country's tax
treaty with the U5, without first obtaining the taxpayer ID number if it is
during a time when the IRS is closed, such as on a weekend. The
regulations require the paying entity to oblain a taxpayer ID number the first
day the IRS is reopen for business.

House Health Subcommittee Chair Secks Medicare-Choice
Boost

House Ways and Means Health Subcommittee Chairwoman Nancy
Johnson, R-Conn., is seeking to boost funding for so-called
Medicare-Cheice programs by $1.2 billion starting next
fiscal year.

This comes after the Centers For Medicare and Medicaid Services
announced it could only give private health insurers who participate in the
Medicare-Cholce program a 2% increase in payments. Johnson noted that
health costs roge 11% last vear. She says unless Congress approves
additional funding for Medicare-Choice, seniors will be in "jeopardy of
lozing quality health care.”

2. IRS moves to renew andits to check compliance * REUTERS

0171872002
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IRS moves to renew audits o check eompliance

WASHINGTOMN, Jan 17 (Reuaters) - This fall the ULS. Internal Revenue Service

will begin reviewing a “statistically valid” sample of tax retumns in an
effort to update its information on taxpayer comphance.

The reviews, announced on Wednesday, will include Iess than 50,000 of the 132
millien individual returns filed annually, The new audits, dubbed the

Mational Research Program, will take the place of a prévious efforts
discontinued in 1988,

"If we can't make sure that everyone pays their fair share, then honest
taxpayers get stuck making up the difference. So, tracking taxpayer
compliance is a comerstone of a fair tax system,” Treagury Secretary Paul
O'Neill said in a statement.

The largest portion of the audits, about 30,000, will deal with only selected
portions of returns, not the painstaking "line-by-line” approach used in the
past.

Another 9,000 audits will include exchanging correspondence with taxpayers.
The IRS said some taxpayers contacted for the audits likely would have heard
from the TRS anyway in its routine of matching up information.

"The [R5 is working smarter,” said [RS Commissioner Charles Rossotti. "We
have found new ways to use existing information to measure lax compliance.
The process is substantially less intrusive on taxpayers, but will help us

catch tax cheating and improve tax administration.”

By gathering data cn taxpayer compliance, the IRS hopes 1o shnink the
so-called tax gap, the difference between total tax liability and taxes paid
voluntarily and on a timely basis. That gap for all taxes, including
individual, business, employment and estate levies, was estimated at 3278
billion in the 1998 tax year.

In comparison, the budget surplus seen in Fiscal Year 2001 was much smaller,

at §127.02 billion.
3. They Had a Chance to Say Goodbye * Newsday

Newsday (vew York, NY)

Jasmary 18, 2002 Friday ALL EDITIONS
SECTION: NEWS, Pg. A28
LENGTH: 523 words

HEADLIMNE: They Had a Chance to Say Goodbve
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JOHMN ASHCROFT atiomey generml, on filing criminal charges against Jobn Walkes,
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Justices Limit Reach of Arbitration Law

The Supreme Court raled that a federal agency may sue an employer for discrimination on an employees behalf
even i the worker had waived his nght to sue.
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Arthoer Andersen Fires an Execative for Enrgn Qrders
Arthar Andersen fired its partner in charge of auditing Enron, saying he had ordered the destruction of
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Andersen Fires Lead Enren Anditor

Arthur Andersen satd today ihat it is firing its lead Enron auditor as part of the accounting firm's inguiey imtoe the
destruction of Enron-related documents.
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The Bush administration fears, and the press suspects, that the latest revelations in the Enron affair will raise the
licl on crony capitalism, American style.
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Antfersen Fires Lead Enron Auditor

Arthur Andersen said today than it is firing it lead Enron auditer 0s pant of the accounting firm's inquiry inte the
destructson of Enren-related documents,
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Enron's Chairman Reeelved Warning Aboui Accounting

An Enron exccutive 1wld the company’s chairman in August that improper accounting threatened to bring down
the company, Copgressional investigators said,
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By PAUL KRUGMAN

The Bush sdministzatsen fears, and the press suspects, that the latest revelations in the Enron afTair will mise the
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An Enson executive told the company's chaiman in August that improper accountmg threatened to bring dewn
the company, Congressiomal investigators said.
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Enron Contacred 2 Cabines Officers Before Collapsing
The White House dischosed Thursday that the chief executive of Enran cantacted two Cahinst members weelks
before the company's collapes,
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Enren Coaptacied I Cabinet OiTicers Before Collapsing
The White House disclosed Thursday that the cheel execuine of Enron contacted two Cabinet members weeks
before the company's collapse.
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MORE OF-CD NEWS

Contribute to The Meediest Cases Fund

Make an online donation this Holiday Seasan to The Mew York Times Neediest Cases
Fund to help thousands of people. Donate gow

About This E-Mail

Taw reciived theas Readlings Decause you requested The New York Times Direck @<mail s=rvica, To sign up for other
newsietbers, cancel delivery, change delivery aptions o your e-mail sddress, sem hitp: sy, nytimes.comyamail,
Check of un-chack the headines pou wauld like 1o receive or cancel and remember to g0 to the bottom of the page
and ¢hick on "Save Selections.” Suggesbors and feedback are selcoms 3t feadhack @aytimes com.

Flease incdude tha following [0 numbar vihen writing Lo [eedback@nytimes.com so that we can track amy reports of
problems: 3936275

Howe ta Adveriisa

Fer infarmatien an advertising In c-mail nowsletters of olher creative achertising oppartunities with The Mew Yark

limes an the Web, please contact Alyson Racar af alysgniDnylires coem or visit our anline media kit at
htbp:fwre, iretirnsas cam/isdinde
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Eradshaw, Tara

From: The Mew York Timas Direct [nytdirect@inytimes.com)
Sent;  Thursday, Jenuary 10, 2002 8:08 AM

Ta: tara.bradshaw@do fress.gov
Subject; Today's Headlines from MY Times.com Thursday, January 10,
&
Search NYTimes.com [Fast 30 Days =] -
ﬂ el e T
LS T T PSS

Japuary 10, 2002
QUOTE OF THE DAY
"D we really want oo bid for the games m the fumre? Ir's a vald question. T believe the money is well spent; it
makes 2 great statement for peace. But is it a good investmient™
PLTT ROMMNEY president of the Salt Lake City Olympic arganizing committes, an the cost of holding the
Games in the Umped States.

MNATIOMNAL

White House Seeking to Bestore Food Stamp Ald for Moncitizens

The Bush administration proposed on Wednesday to restore food stamps to many legal immigrants whose
eligibility was restrictad by the 1996 welfare law.

MORE NATIONAL NEWS

How o make your ear invisible to radar and laser
The Pliantom [[ combines the innovatve techoslogy of the Phazer with a radar detector for double E|

profectien.

BUSINESS
Justice Depl, 1o Form Task Force to Investipate Collapse of Enrog

The Fustice Depantment plans 1o fosm a special sk force of prosecunors to condact an inguiry ioto the Enron
Carporation and i3 collapse.

MORE BUSTNESS NEWS
POLITICS
W £ i

Wihite House Seeking te Restore Fowld Stamp Ajd for Nencitizens
The Bush administration propossd an Wednesday fo restore food stamps to many legal immmigrants whose
eligibility was restrictad by the 1996 wellare law.

MORE POLITICS NEWS

CHP=ETY
. &

By WILLIAM SAFIRE
While the United Stales and Tirael have for a decade been deluding themselves with a "pesce procsss,” [ram and
its Palestman proxies have been goining ground in their war process.
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MORE OP-ED NEWS
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Contribute to The Meediest Cases Fund

Make an online donation this Holiday Season to The Mew York Times Neediest Cases
Fund to help thousands of people. Donate now

About This E-Mail
You recefvad these peadnes bacauss you requesttd The New York Times Dérect g=-mail service. To sign up for athers

neashetters, cancel defivery, change delivery apiions or your g-mail address, see hitps/fwwe nvtimes.comy/emad,
Check ar un-check the headEnes you would like to receswe ar cancel and remember ta go ta the bottom of the page
aned click on "Save Selections.” Suggestions and Nesdback e walcgaie gt Teed b Rofbpylinmes Coo.,

Please include the folowing 1D rumber when writing e feedbackeirytines com o that we can track any reparts of
probiems: 3506275

How to Advertise

For infarmation on advertising in e-mdil newsleibecs or alher creativg advertising apporiunitias with The New Yaork
Times on the Web, pleas= cortsct Alyson Bacer ab alysordBnygimes. com o visit our anSne mecia kit 2%

DR A wowr D imas, camadindi
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Bradshaw, Tara

From: Tre Mew York Times Direct [nytdirect@nytimes, com)
Sent:  Monday, December 03, 2001 540 PM

Ta: tara. bradshaw@do treas.gov
Subject: Today's Headlines Late Edilicn from MY Timas com Monday, December 3,
H i
Search NYTimes.com | |Past 30 Days =| = |
ﬂ | =l s i e T 1
it Aurmtamies ® e |
Dhecember 3, 2001
QUOTE OF THE DAY
*This is o moment where the advocates for peace in the bMiddh: East must rise up and light termor.”
PRESIDENT BUSH

3] Takisnar: Examing the World of J. R. R. Tolklen - The Mew York Times and New Line Cinema have
. tezmed up to explore the world of . B . Tolken This spensored featare incledes articles
from e Mew York Times archives, slide shows of Tolkien's artwork, multiimedia
presemtatans from Mew Line Cioema, weekly trivia quizzes and more.  Explore Tolkien

Ty

MNATHINAL

Terror Anthrax Linked to Type Mode by LS,

Tlee powder wsed in the amthrax attacks is vinwally indistinguishabls from that produced by the United States
military, according to federl scienises.

MORE NATIONAL NEWS
BUSINESS

¥ ! v
Enron filed the larzest corporate bankmupicy in American histary and blamed the company that preseoted iself
as 05 resceT,

POLITICS

Simee Sept. 11, Lobbyists Use New Pilcles for ©ld Pleas

The wear against terrarism has created some novel pitches from Washington lobbyists, now swarming over the
cagilal 25 Congress ries fo wmp up its busimess,

MORE POLITICS NEWS

OF-EDR
W
Iy RO HERBERT
The American public is predisposed to give the government 2 frew hand in its sexrch for fesronists. Bal a
crimiial-fustice ¢lub wiglded without restrzine 15 all but grarantesd 1o spread s own form of eoe.

MORE QP-ED WEWS
Cantribute to The Neediest Cases Fund
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Make an online donation this Holiday Seasan to The Mew York Times Needisst Cases
Fumnd to help thousards of people. e oW

About This E=Mail

You recsived these hegdiines becauss pau réquesied The New Yook Tenes Direct @-mail service, To sign up for other
newsletters, cancal delivery, change delivery aptions or your e-mail address, see hbtip:{ fevew nytimes oomy'email.
Check or un-chack the headlines yau would like to recelve ar cancal and mmembar to go o the battam of the page
and click an "Sawe Selections.” Sugoestans and fesdback are welcome at feedbackBEnytimes. com.

Flease Inclide the fallawing 10 mumber when writing w0 feedbackBimyLrmegs, cam S0 Lhat we can tradk any reparts of
proflems: AB0G3TS

Haow ta Advertise

Far information an adwerliseryg in @=mail mewshoilors or abher creative adverliseng opportenilies with The New York
Timas on (he Web, pleass confact Ayson Racer at alysandbnytimegs com or vigh agr pnling media kit a;

Bt woweme Ty times. com/adink

opvrizhi 2001 The New York Times €
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Bradshaw, Tara

Page | of 2

From: The Mew Yark Times Direct [nyldireci@nytimes.com)

Sent: Thursday, Novarmber 29, 2001 7:36 AM

To: tara bradshaw@do reas gov

Subject: Today's Headlines fram NYTimes.com Thursday, Movember 28,

£

Search NYTimes.com | !F‘asﬂ Eﬁ'l_:la-,-s x|
H ﬂ m—d sde o i
I [ S T i

Movember 219, 2001
QUOTE OF THE DAY
"The same compassion that caused me to root for the New Yark Yaokees for the ficst time in 51 years makes
miz ihink it would be fun to go to New York and show the prsssdential flag there,”
BILL OWENS governor of Coloracda, an the idea of holding the 2004 Republican convenlion in the city,

S —

l E HelidayShopning Holislay Shopping i

I Toke advanioge of special offers and diseounts - an gifts, travel and loxury items from
WY Tinwes.com's premmm advertisers - with the Holiday Shopping E-bdail,
S uge movy.

T F—

NATIONAL

C.LA, Mames Agent Killed in Fortress
Johnny Michaz] Spann, 22, was the fisst Amcokan combat deaih in Afghanistan since the campaign began.

The mosl comprebensive Heal Estale listings site in fown
MY Times. comd'realestate combines The Mew YWork Times Classified ads wath listings fromn seacly E
every broker in dbe cify- more searchable Mew York Listings than you'll find anyplace else. binst :
lishmgs feature: veighbochoad meps, photos, foor plans and virbual tours.

BUSINESS

Enrpn Collapses as Suiter Cancels Plans

Enron, ihe champicn of energy decegulation, imploded after a nval backed eut of a deal fo buy it and many big
wading parmers stopped doumng busmess wath i,

MORE BUSINESS MEWS

FOLITICS

The expected budger deficis coafirmed that the recession and the costs of fighting terrorism had combined to
wips out projected surplusss,

MORE POLITICS NEWS

— —rv—_ —— — S - S

OF-ELy

The Tourizin Crisis
By BB HERBERT
Whan you think of tourism in New York Ciy, think jobs, jebs, jubs,
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MOEE GP-ED NEWS

e ————

About This E-Mail
Yo received these headlines because you requested The New York Temes Direct e-mail service. Ta sign up for other
newstetters, cancal dalivery, changs delivery optians or your e-mai address, see DD www, rctiersis, gamn/gmgil.
Check or un-check the headlings you would ke to receive ar cancel and remamber b go to the bottom af the page
and cligk an "Save Selectiors* Sugeestions and faedhack are welcome ot feadback@rmy lires com

Please inchsde the falliwing 10 rurnbar when writing to feedbade@aytimes.com so that we can track any reports of
proalems: ARIE2TE

Howr to Adwertice . . .

For infarmation on aceertisng in e<inail rMewsetters or other oreathve adwertisng opporiunities wilh The New York
Timaes on the Web, pleste contact Alyson Racer at alysonEnyvEimes com ar visd 4ur enling media kit at

hit g veves, iyt e Smdinfo

Copyright 2001 The New York Times Company
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Bradshaw, Tara

From: The New York Timas Direct [myldirectiinytimes.com)
Sent:  Wednesday, November 28, 2001 7:28 AM

Ta: tara. bradshaw@do treas.gov
Subject: Toeday's Headlines from MY Times.com Wednesday, Movember 28,
]

Search NYTimes.com | |F"E-3I 30 Days '| ";

||T!| bl i e —— Tl
et
—

November 28, 2001

OUOTE OF THE DAY
"Terrorists and invaders, coms to min car country, 1 wondzr what they are thinking now,”
AlHA uarding a caravan of Taliban prisorers, moatly Pakistanis,

J——— . Huoliday E.]m]:lping
HididaySha
[=] T Take advantage of special offers and discounts - cn gifts, travel and heoury iems from
WY Times.com's premmm advartisers - with the Holiday Shopping E-Mail,
Sipn up now,

MATIOMNAL i

Asheraft Offers Acesunting of 641 Charged ar Held

Actormey General John Asherofi provided for the first time the names of 93 peeple charged with crimes arising
from the gavernment's investigation of the Sept. [1 aracks.

MORE NATIONAL NEWS

[—

The mast camprehensive Heal Estate listings sife in town
MY Tinses.com'realestare corptrines The New York Times Classified ads wilh listings foom nearly | =
every broker in the city- moss seaschable Mew York listngs than you'll find anyplace else. Most =1
lisrings feanure: neighborhood mops, photos, floor plans and virtual fours.

BUSINESS

Trying to Restore Confidence in Enron to Salvape a Merger

Enron and Dynery worked 1o find wavs o bolster confidesce in Enron's encigy-trading business as the
comipanies' negotinters comtinued flks on revising the tezms of their merger.

s mrmeme e e e ntmma e e —

POLITICSE

538 Billien Tax Hiatus Proposed
Fepublicans in the Senate said they would support a new idea to free employers and emplovess from paying
Zocial Security pavrall taxes for one moeath.

MORE POLITICS NEWS

OF-ELr

Hunks and Brutes

By MAUREEM DOWD

If the United Stofes can bomb a path to viclory for the Northern Alliancs, we can lay down somme terms for what
women can aitain in ihe new Alghanistan

01172002
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MORE OF-ED NEWS

About This E=Mail

You receseed these hesdlines because yau resquetad The New York Temes Direch ¢-mail service. Ta sign up far gthes
newstters, cancel delivery, change deviary aplions oF your a=mail address, see hp:Seew. nytimes.comemail,
Cneck ar un-theck the headines you would like o /goeka or canogl and remember 1o go o the bottom af tha page
ard click on “Save Selections.” Suggestions and feedback are welcome at feedback @ plinmes gom,

Please include the foll reding 10 nueber when writing o fepdha ckrgtimes.com so that we can track any repors of
archi=ms: 3906273

How to Advertise

For information on advertising in g-mail newsletbers or other creative advertising opporbunities with The paw Yark
Times on the Wab, please contact Alyson Raoer at glysanindimes com or visit cur online media kit at

Rk pe S wrees. nptimess,

Cogpright 2001 The New York Times Company

011772002

00800000001073



MY Times HTML E-Mail

Bradshaw, Tara

Page 1 of 2

From:  The New York Times Direcl [nyldiractZnyimes com)

Sent:  Wednesday, November 28, 2001 730 AM

Te: tara bradshaw@de reas gov

Subject: Today's Headlines rom NYTimes.com Wednesday, November 2B,

EI
Search NYTimes.com | [Fast30Days -] - !

| EI! PR

el Sabkseslas Thin

Mavember 28, 2001
CUIYTE OF THE DAY
“Terrarists and invaders, come 1o mis our cauntry. [ worder what they are thinking pee.”

AGHA DUHAMMAD puarding & caravan of Taliban prisoners, moatly Pakistanis.

U1 HoldaSh Hollay Shopping
[x] He WP ke ivantage of tpecial affers and discounts -- on gifte, ravel and loxury itenis from

! MY Times com's premium advertisers - wilh e Holiday Shopping E-Mail.

i Sign iep naw.

s

MATIONAL

Almamey General John Asheroft provided foe the fiest time the names of 93 people charged with crimes arising
from the government's investigation of dhe Sept. 11 atfacks,

MORE BNATIOMAL MEWS

The mest comprehensive Real Estate Hstings site in town
MY Timescomirealestare combings The Mew Yark Times Classified ads with listings from eeorly -_;I
every broker in the city- more searchable Mew York listings than you'll find anypioce else, Most

listings fearure: neighbochood maps, photos, floor plans and virbaal teurs.

e

BUSINESS
Trving to Restore Confidence in Enron (o Salvage 3 Merger

Enron and Dyneny worked to find ways to bolster confidence in Enron's esergy-rrading business as the
compaities' pegotistors continwed 1alks an revising the terms of their mecger.

MORE BUSINESS NEWS

POLITICS

£33 Billign Tax Hiaius Proposed .
Republicans in the Senate said they would support a new idea to free employers and employees from payiag
Social Security payroll taxes for ome month.

MORE POLITICS NEWS

OP-ED

Hun

By MALREEN DOWLR

If 1he United States can bomb a path te victory for the Northern Alliance, we can Lay down some: terms for what
wormen can attnin in the new Aluhanisian,

01/1772002
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MORE OP-ED NEWS

Alayl This E-Mail

You recelved these headlings because you requested The Bew York Tenes Direel e-mail seevics, Ta slgn up far gther
newsletters, carcel Galivery, changs dalivery sotions or your e-mall address, see hitpsy/fwww. nyimes. com/smail
Chack e un-check the headlines you would like to receive of cancel and remember to go te the bottom af the pags
ared click on “Save Selections,” Sweggestions and feedback are welcome at feedpack@ayiimes com,

Flzase inchude the following [0 mimber whan writing to fesdback @nykymas.com 5o that we ¢an tfack any repons af
problems: 1906279

How te Advertise _
For imfeematian on advertsing i e-ral rewsletfens or other creative advertising opportunities with The Mew York
Times o Ehe Wab, pleade sankact Alvean Racer at glysanEnytimes. com or wisil sur anling madia KT at

Caopvright 2000 The Mew York Times Company
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Bradshaw, Tara

From: The Mew York Times Direc? [nytdirectinytimes com]

Sanl: Thursday, January 17, 2002 759 AM

To: tara bradshawDdo reas.goy

Subject: Today'a Headlines rom MYTimes.com Thursday, January 17,

)

Search NYTimes.com [Pastso Days =f =

ﬂ =l Moicisanims This

il
e eI TR

January 17, 2002

*AILT can 52y i5, iU's about time."
DE_ION OF3AHL after fomser members of the Symbionese Liberation Army were charged wilh mosrdet for &

1975 bank robbery in which his medlser was shot v death,

MATIONAL

Justlees Halid Hearipe (n Case Concerning Palicnis” Rights

The Suprere Court heard arguments an whether states may reguire medical reviews of o health mainterawce
ergamzation's refusal o pay for covered service.

MORE NATIONAL NEWS

Digital Camera memoery dilenma solved! —
The PalmCaen Digital Camera frem Fanasonic uses breakthrough SuperDisk(TM) technalogy o H i
store wp to 1500 images on one disk! —_—

BUSINESS

Auditor Regeived Warning on Enren Five Months Age

Arthur Andersen knew in mid-August of & senior Enron employes’s concemns about improprieties in the energy
COMPANY'S FCCOUMING praclices.

POLITICS
White House Savs Economics Adviser Saw Little Risk on Enron

The White House said President Bush's top economic adviser concluded that 2 potential collapse of Earon
posed lietle risk to the American econdmy.

Enron and the Gramms
By BOBE HERRERT
When Sonziar Phil Gearm aid Wis wife Wendy danced, it was most often toe Enson's une.

MORE OF-ED NEWS
01/17/2002
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About This E-Mail

¥ou received these headlines because you requested The Mew Yark Tires Direct g=mail T gi

newslatters, tancel celivery, change defivery options ar your e-mail address, sog mu;;:rﬂ .Enmn up far -:l_tlhe-'
Check ar ...n-_n:lu_-.-_k the= hc_a.:lllnl_n-s Wi Wl o= to recaive or cancel and resriember o g b Ehe batbam ol [he pa.;-,‘e
and click on “Save Sefections.” Suggestions and feedback are welcome at fedd bk B aytimes. com,

Flease incluge tha follewing [0 her wh i
prablems: 1906379 @ il number when writing to feedbacc@nytimes.com so that we can track any repests of

Howe to Adwertise
Fer information on adwertising in e-mail newslatbers or athar axdvertising cpporunities with NeTimes. com oAt

aninggalesBnyhmeas, cam oF viiE aw goline media ki,
Coprright 2002 The New York Times Company
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Bradshaw, Tara

From:  The Mew York Times Dirgct [nyldirectZnytimes.com)
Senl:  Monday, January 14, 2002 5:38 PM
To: tara.bradshaw@dodreas.goy

Subject: Today's Headlines Latla Edition from MY Times.com Mondsy, Januay 14,

x

Search MYTimes.com |Past30 Days ~| -
E i it Pl

Janary 14, 2002
Ql'UTE. l}t“:l 1I}- RS

"Companies come and go, I's part of the genius of capitalism.”
AL L OMWEILL measury secretary, on the collapse of Enron.

MATIONAL

a Wi it i I
President Bush extolled the vartues of Aowrcan warkers and farmers today as he i:ampqig_m:d in the Midwest,
niot for any candidates et for free tmde and tax relief,

MOREN ﬂl.l.ﬁl\'_.'!nL.._EJ

iam.a. o e -

Matwral desicer means you'll have fo shovel less this winder #
All-sataral grain juices dissolve away snow, prevest snow from sdhering far 10-14 days! Perfect for | [2]
clearing drveways, walks and protecting plams. —

BUSINESS
Seocks shid eday, wials tlee tech-loden Masdag below the key 2,000-point level, an worry the markel rose Lo
rnwich, oo saon in recent months given the andsrtainty about corporate profits.,

FOLITICS

sinm ¥ | ¥ 1
The Demoeratic Party 15 expected to approve ai overhaul of tle presidental primsary sehedule that would make
the 2004 primaries even eaglier than in the past,

NEW

Or-EL
ilenging fhe Alorm
By GOB HERBERT
Mat pnly were Enmon employees deliberately left in the dork, but Enron had many of ibem locked imto rules that
pealibied them from selling cheir stakes intle compary.

-EC WEWES

G 2/2002
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About This E-HMail

Vo receivied these headlines bacause you requested The Mew York Times Direct g-mail servioe. Ta sign up for ather
newaletters, cancel delivary, change delivery aptions or your e-madl address, see biiphwww nylimess, camiemail.
Chieck o un-chieck the besdlires paw would like to reoeive or cancel and remember to go GG the batborm of the page
ard chick g “Save Salections.” Suggesbant ek Eedback are weloms 8 [Redback@nytimes. com.

Pleape Includs the follawing I number when writing Lo feedback@aytimes, com 50 that we can track any reports of
prablems; JA05270

Hoow to Adwartise

Fir indematian on adwertising in e-imail newslattars or other oreathee adl.u:rth'.ung apporiumises with The Mew Yark
Times on the Web, please contact Alyson Racer at alyson@nybimes, com ar wisit gur onlire media kit at

it v, s, COPT/adlinp

Copyright 2002 The New York Tinws Company
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Bradshaw, Tara

From: The Mew Yaork Times Diract [nytdirect@nytimes com]
Sent: Monday, Januany 14, 2002 7568 AM

To: 1ara bragshaw@do. lreas.gov
Subjact: Today's Headlines from MY Times com Manday, January 14,

[x]
Search NYTimes.com | |Past 30 Days _~| __
_ﬂ ' ) sbmasima TRl

—

z
—_ e i TR

Eunuar}' 14, HH2

OUOTE OF THE DAY
"Companies come and ga. [Us partof the genivs of copitalism.”
PALL ONEILL treasury s=cretary, on the collapss of Enron.

NATIHONAL
States Fage Hard Choices on Medicaid Cuts

Medicaid, e insurance program For 44 million low-income people, is ina fiscal erisis, forcing state legislatures
b look for ways to oot benefits and reduce paymemsis,

MORE MATIONAL MEWS

o

" A Moer lamgp thal spresds sunshine all aver a room” —
The HappyEyes (TM) Flaar Lamp brings the benefits of natural daylight indoors for glare-free El
Lighting that's perfect for 2 variety of indaor activities. —_—

RUSIMNESS

A Bubble That Encen Dnsiders and Qutsiders Tidn't Want ta Pap

What the world i now pwakening 1o 3s that Encon was net much of a company, but its execatives made sure
that it was ome hell of a stock.

MORE BUSINESS NEWS

FOLITICS
sing E lvance Dares of Primarics

The Democratic Party is sxpected ta approve an overbaul of the presidential primary schedule that would make

the 2004 primaries even earlier than in ihe past,

MORE POLITICE NEWS

(OPr-ED

Silencing the Alarm
Ty BOBE HERRERT
Mat enly were Enron employecs deliberately lefi in the dark, but Earon had many of them locked inta rules that

prabibited them fron selling i stzkes in the company,

MORE OF-ELY NEWS
01/1772002
00800000001080
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Algul This E-Mail

¥au received these headlines becauss you mouestec The Mew York Times Direcl e-mail service, Te Sgm up far ather
newsietters, cancel dalivery, charge delivery opticns of yeur @-mail add-ess, sec hitp S weew mytimes comdamall.
Check af Wf-gmeck the headlined you would like 10 recsiva or canosd and remember b 9o b0 the betiomm of the page
anid click on "Sawe Selectard,” Suggestions and fesdback are weloome at freffe Ok S e (EEE, Coim.

Blease include the fotiowing [0 number when weiking to feedback@rvtimes.cam so Uthak we can frack amy repons of
proolems: 3R06273E

Hiowr fo Adwertise
For infarmation an adwertising in e-mail nevsletters o sther creative advartising opportunities with The New Yok

Times on the Web, please contact Alyson Racer ot glyseninylimes.com o visit our onliee media kit at
Bt nytimies, carigdin

Coperiaht 2002 The Mew York Times Canipany
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Bradshaw, Tara

From: The MNew York Times Direct [nytdireci@nytimes.com]

Sent  Sunday, Jenuoary 13, 2002 5250 PM

To: tara. bradshaw@do reas.gov

Subject: Today's Headtings Lata Edition from NY Times.com Sunday, January 13,

3

- Search NYTimes.com | [Pastac Days -] -
e [t e e
—_— e e This

Jamuary 13, 2002

_ e T ——— e e e e T

QUIOTE OF THE DAY
"W will take strict action apninst any Pakistani who is involved in terrarissn inside the country or abrosd.”

PRESIDENT PERYEZ MUSHARRAF of Pakistan.

MATIONAL

115, Selling Popers Showing How to Make Germ Weapons

Months inte an expanded war on hiaterrorism, the government i s1ill making available humdreds of documents
that tell how to wm germs meo deadly weapons.

MORE NATIONAL NEWS

—

The most comprehensive Real Estate listings site in town
NY Times.com/realestate combines The New York Times Classified ads with listings from nearly B
every broker in the city- more searchable New York listings than you'll find anyplace chse, Most
listings feature: neighborhood maps, photos, floor plans and varpual towrs.

acle, E ‘ashed in 511 Billke in Shares
Some shareholders and lawmakers are focusing not an te money lost in Enron’s collapse but on insiders who
mode millions sellitg shares at the top of the market

MORE BUSINESS NEWS
POLITICS

Cyeas B Vance, a Conlidant to Presidents, 1s Dead a1 84

Cymus B Vanee, whio ofter two decades i pu'h]il: Lervics wis ippnin[&d secretory of state, died Satusday
afternacn o Mew York, He was 84,

MORE POLITICS NEWS

Op-ED

WL S WV 24T

By MALREEN DOWD

Tise proliferation of kiddiecentric cable chanuels has allowed parents and kids w avoid each ather cacnpletely

MORE OP-ED NEWS
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From: The Rew Yock Times Direc! [nytdirecti@nytimes, com]

Senl:  Sunday, January 13, 2002 503 AM

Ta: tara bradshaw@do treas.gov

Subject: Today's Headlines fram NYTimes.com Sunday, January 13,

=

Search NYTimes.com | - |Past 30 Days =] -

E

L B ]

January 13, 2002

QUOTE OF THE DAY
"We will take strict action against any Pakistam whe is involved in terronism inside the country or abroad "
PRESIDENT PERVEZ MUSHARBAE,of Pakistan.

NATIONAL
115, Selling Papers Showing How 1o Make Germ Weapans

Months into an expanded war on bioterrorism, the government i still makmg available hundreds of decuments
that izl how o i germs inte deadly weapons.

MORE NATIONAL NEWS

The most comprehensive Real Estate listings site in town o
0y Tirnes, comrealestate combines The Mew York Times Classified ads with listings from nearly x]
every broker in the city- more searchable New York listings than you'll find anyplace else. Most

listinyps feature: neighborthood mags, photos. fleae plans and virrual towss.

BUSINESS
Bgfore Debacle, Earon Ingiders Cashed in §1.1 Rilllon in Shares

Same tharehobders and lawmakers are facusing nos on the money lost in Enson's cellapse but on igaders who
mde millions selling shares at the top of the marker

NESS NEW
FOLITICS
Cyrms R, Vanes, 5 Conli ident

Cyras B Vance, wha after two decades in public service was appointed secretary of siate, died Samurday
afternoon in New York. He was 84,

MORE POLITICS NEWS

ap-Ll

VWil WL 2477

By MAUREEN DOWD

The proliferation of kiddsecentric cable charmels haz ollowed parents and kids to avedd each piher completely.

MORE OF-ED NEWS
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Sent: Salurday, January 12, 2002 528 PM

Ta: lzra. bradshawi@do. reas.goy

Subjact: Teday's Headlines Late Edition from H‘:’T:me-a.n_::urr. Satuerday, Jaruary 12,

]
Search NYTimes.com I |F‘aal a0 Days -| e
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January 11, 2002

QUOTE OF THE DAY
*[f we have o go 1o war, jelly good.” _
GEMERAL S PADMANABHAN Indsa's army chiel

WATIONAL

Major Death Penalty Appeal Acgepted o ]

TI:: E:pn:n:: Court agreed to decide a potentially far-reaching challenge e the constinstionality of iz deaih
penalby laws m pine states,

MORE MATIONAL MEWS

The most comprehensive Real Estate Hstings site s town S
MY Times.comyreabestate combines The New Yeork Times Classified ads with listings from nearly B
pvery broker in the city- more searchable New York listings than yea'll find anyplace else. Maost
listings feawre: neighborhood mags, photes, flear plons ond wirfuzl Laufs.

BUSINESS

Fnron Sought Akl of Tressury Dept. to Get Bank Loans _ _

'I‘I:-|:r pln_-s;.:lcnt of the Earon Corporation repeatedly called Peter R, Fisher, a semor Trensury Deparment official,
Tast fail and souglt help armanging bank loans.

FOLITICS
L 2 ury Dept, to Get Bank Lians )
Tl prestdent of the Earon Corporation repeatedly colled Peter 1 Fislser, 2 seniar Treasury Department official,
last fall ard sought help arangitg bank loams.

MORE POLITICS NEWS

sy

(p-ED

M, T M. Gooand Me. HL

Dy GILL KELLER - ) .
1'-?111:-.- b began the new yeat by bidding farewell to three men whose departure will raise the median decency of

the United 51123 Senate,
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To tara bradshaw@do, reas.gov
Subject: Today's Headlines Late Edition from NY Times.com Saiurday, Janwary 12,
 [x]
Search NYTimes.com | Fast30 Days v |-
ﬂ i i— T e
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-
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January 12-, 2002
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QUOTE OF THE DAY

*If we linve 1o go to war, jolly gowl”
GEMERAL 5. PADMANABH AN India's army cheef

MATIONAL

Major Death Pepalt N

The Supreme Court agreed to decibe 8 potentially far-reaching challenge 1o the constiutionality of the death
penalty 3w in nire states.

MORE NATIONAL NEWS

The most comprelensive Renl Estate listings site in town f—
MY Timescom/renlestate combines The Mew York Times Classified ads with listings from nearly ok
every broker in the city- more searchable New York listings than you'll find anyplace else. Mloat '
listings fearure: neighborhood maps, photes, floar plend and virtual tours.

N m—

BUSINESS
Enron Sopght Aid el Treasury Dept. (o Gel Bank Loans

The president of the Enren Corporation repeatedly called Peier B Figher, a senior Treasury Depantment wiTicial,
fast fall and sought belp aranging bank loans,

MORE BUSINESS NEWS

POLITICS

Enron Sought Ald of Treasury Dept, to Get Bank Loans _ )
The pm-sdd:ilt of the Enron Corporation repeatedly called Peder R, Fisher, a senior Treasury Department official,
last fall and sought kelp arranging bank loans.

MORE POLITICS NEWS _
(OF-ELY
T Nlr. H.

By BILL KELLER . . )
I'd like to begin the new year by bidding farewell 1w three men whoss departurs will ralse the median decency of

the United Stares Senate.
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proolems: IPM6LTR
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Sent:  Saturday, Jenuary 12, 2002 8:03 AM

Ta: tara bradshanw@do. reas.gov
Subject: Today's Headlines from NYTimas.com Salurday, January 12,
x|
Search NYTimes.com | [Past30 Days ||~
=] I metes TUR
T —

Janmuary ll.llllli.

QUOTE OF THE DAY
“If wee have to go te war, jolly good.”
GENERAL 5. PADMANABHAN, India's army chief

MATIONAL
Majar Death Penalty Ap

The Supreme Court agreed to decide a potentially far-reaching challenge 1o the constitwtionality of the death
penalty laws in nine shtes,

The most comprehensive Real Estate listings site in fown
MY Times.comrenlestate combines The Mew Yok Times Classified ads with listings from nearly aek
every braker in the city- more searchoble New Yark listings thon you'll find anyplace elae. Bast i
listings featurs: neighborthood meps, phates, fleor plans and virusl lours.

BUSINESS
Enron Sought Aid of Treasury Depl, fo Get Bank Loans

The president of the Enren Corporation repeatedly called Peter R, Fisher, a senor Treasury Department official,
lasi 211 and sought lelg amanging bank loons.

- i

POLITICS
Enron Sought Aid of Treasury Dept. o Gel Bank Loans .
The peesident of the Enron Corporation repeatedly called Peter R, Fishes, a senior Treasusy Department official,

last fall and sought help armnging Bank loans,

MOHRE POLITICS NEWS

QP-ED

e T Mr, G and Ve H.

By BILL KELLER

T'd Tike to begin the new year by bidding farewell to theee men whose deparmare will raise the median decency of

e Unied Stodes Senale,
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Chock ar un-chedk the Readines you would Be b receive of cancel and remember o ge g the baattam of the page
ard click an "Sawe Selections.” Suggestions and feedback are weloorm at fasdback @ mytimes, coom.

Flease inciude e fallpaing 10 numbsr when writing to feedbpck@nytimes com 50 thak we can track any reparts of
prablerns: 3905279

How to Advertise

Far irformation on advertisng in @-mai newsiettars or other crestive advertising cpportunities with The Mew York
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Bradshaw, Tara

Erom:  The New York Times Direct [nyldirectf@nylimes.com|

Sent: Friday, January 11, 2002 542 PM

To! tara bradshawildo. reas gov

Subject: Taday's Headlines Late Edifice from MYy Timwes.com Fricay, January 11,

[]

Search NYTimas.oom i Past 30 Days =l ;
El N [
— e T
January 11, 2042

QUITE OF THE DAY

*lran pust be @ coatributor in the war ngainst terror. Our nation. in aur figlht apainst terrorism, will uphold the
dactrine of either you're with us of ngainst us.”

PRESIDENT BUSH

MATIONAL

Nevada Site Urged for Nuclear Dump

The Energy Dept. said it would recommend Yucea Mauniain be used 1o bury thousands of tons of nuclear

Wwasie.

MORE MATIONAL NEWS

Start The New Year Right - Listen To A Best Seller? o
Happy Mew Year from Audible. Catch up on your reading by actually listening to 21 of e best E i
sellers you've been meaning to read, Listen a3 you comeile af exercise - anywhere, anytims, !
Audible - youe saurce fior the best downloadable andio books - malees it easy. ACl Bow

BUSINESS
Ford Will Skash 15,000 More Jobs in North America to Sten Losses

The Ford Motor Company said today that st would clase five plants amd cut thousands of jobs in moves the
company's chief executive called “painfisl but recessary.”

MORE BUSINESS NEWS

FOLITICE

Enron Contacted T Ca
The Wiiee House disclosed that the chief executive of Envon contacted Cabinet memibers weeks before the
company’s callapse,

Chur Wretghpd States
By PAUL KRUGMAN
Siates are faeing a fiscal crisis. Unfortunately. the state of the states is the shape of national things fo cotme.
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newsletters. carcal geitvery, change defivéry GpUons o your e-mall address, S o Atwecs . metimes cors'amai.
Chesck @ un-check the Feadlines you weald ke ta recelve or sancal and rememaer ta go to the bottom of the page
and click £ "Save Selectons.” Suggestions sad Teedback are weltome at Teedbaco@nybimess com,

Please include the foliowing [0 numbes whan writing to [ back @nytimes, oo Sa That »@ Can irad any reparts ef
problems: 3506273

Howe to Adwertise o )

For infarmaticn on adwertismg in g=mael newsiettecs oF othar creative a-:r-.-:rl:u_:-n; CRparmurities :.u-th T Migw York
Times an the Weh, please cortact Alyson Racer at alysonfinytimes. com or visit our anfing medka kit at

bttt wvi, nyEimes. coomyadindg
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From: The Mew York Times Direct [nytdirect@aylimes.com]

Sent;  Thursday, Jarnuary 10, 2002 5333 PM

Tex fara. bradshaw@do. reas.gov

Subject: Today's Headlines Late Edilion from MY Times,carm Thursday, Janwsary 10,

(2]
- Search NYTimes.com | [Fast 30 Days =] =
E - i e |

-t

— i tas TR

January 10, 212

QUOTE OF THE DAY

"Dip we really want to bid for the games i the funare? Ifs = valid question, 1 believe the money is well spent; it
mekes 3 great stateenent for peace. Bui is it 2 good investment?™

MITT ROMNEY president of the Salt Lake City Olympic arganizing commines, on the cost of holding the
Games i the United Stotes,

NATIONAL
Jury Wulls Verdict in Hoghey Death

A verdict is possible today in the case of the man clarped with manslaughter in the beating death of asother
Taher,

MORE NATIONAL NEWS

r—

The most comprehensive Real Estate listings site in town
Y Titnes. comvrealestate combines The New Yok Times Classitied ads with listings from nearly =]
every braker in the city- more searchable New York listings than you'll find anyplace else. blost
listings feanure: neighborboad maps, phates, flear plans and virmaal wours,

White Hoyse Moves b Contaln Political Damage From Enron Turmoil

President Bush directed two government agensies wday to study kow 1o protect pension plans from debackes
similar to the collapse of the Enron Corporation, which had stroag ties to the Bush administratian,

MORE BUSINESS NEWS

FOLITICS

Enran Chairman Warned Bush Officials on Collopse

Kenneth L. Lay reached out to two Cabinet officers when the energy company was collapsing, the White House
gand today.

MORE POLITICS NEWS

e e . ———— - - o —

OpF-ER

Aralal's [mplnesitie Deninls

Gy WILLIAM SAFIRE

While the United States ond [srael have for a decade been deluding themselves with o "peace pracess,” [ran and
its Pabestinian proxies lave been gaining ground in their war process,
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Bradshaw, Tara

From: The New York Times Direct [nytdirectf@nytimes.com}
Senl:  Wednesday, January 02, 2002 5:50 PM

Ta: tara. bradshawiDdo fraas. gov
Subject: Today's Headlines Lale Edificsn froem MY Times.com Wednesday, January 2,
5
- Search MY Times.cam 1_ |F'35"3":'DE'}'3 R
':] i_:l s e e e
[ e it a
January 2, 2002

e e R E— — —— e —

QUOTE OF THE DAY
"We will ot be able to afford all that we want. We will not even be ahle to afford everything we currently
have.”

MICHAEL B BLOOMBERG. the new mayor of Mew York, on the city's fiscal futire.

~ Examine the World of J. R, R. Talklen - This sponsored feature includes articles from the

iﬂ Talmerdng - = - N . o E X .
| Mew York Times archives, slide shows of Tolkien's antwork, multimedia preseuiations from
pew Line Ciema, weekly irivia guizzes and mare. Explore Tolkien Tuoday.
MATIONAL
Dnmm&ummmwmm

Facarias Moussaoin pleaded not gailty today toa criminal indictment accusing him of murder, aircraft hijacking
and conspiracy.

WORE MATICHHA | HEWS

Slgn up now for Dealfiook lor Breaking News and Market-Moving Intelligence

v source for daily briefings on the latest and most comprehensive news about market-aving r
mergers and acquisitions, IPCls, privabe &quity Iransacliong, veniure capital deals and Wall Street E|
maneuverings, all delivered before the marker's opening bell. Edited by Andrew Ross Sorkin, Sign o
TER

BUSINESS

The Quilank for Stacks
With an econamic recavery early this year looksng moge and more likely, the outlook for stocks appears solid,

ot least in the near tenm, Stll, analysts wam investors not te get oo giddy,

MOEE BUSINESS NEWS

POLITICS
Senate Dengerats to Examine Enron's Ties to White House _
Senale Demacrats plan fo examine the company's high-level connections o the Bush adiministration s

Congress steps up s inguiry.

MORE POLITICS NEWS
Or=EL
Lat's Roll

By THOMAS L. FRIEDMAN
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President Bush shacld use the power of Sept. 11 1o make ous country stronger, safier and a beter global citrzen
in the world of Sept, 12, beginning witls low we wse coergy.

MORE Op-ED NEWS

———— o

Contribute to The Neediest Cases Fu nd
Make ap online denation this Holiday Season to The Mew York Times Neadiest Cases
Fund to help thousands of people.  Donore now
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plaase include thi following [0 number when writing to feedbackBrrlimes.com that we can track any reports of
problems: 3908274
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