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Testimony of Jeanne Shaheen, Governor of New Hampshire
Before the Energy and Power Subcommitiee of the House Commerce Committee
September 24, 1997
Summary of Testimony

#  Mew Humpshire families and businesses pay the highest average retail electric rates in the
couniry. ‘We believe those rates can be lowered through competition,

®  We know from experience thal competition in the eleciric industry will work. In May 1996,
Wew Hampshire implemented a twiosyear pilol program so that we could test how
competition would work. The pilot program is providing msight into how customer choice
can be sucocsafully implemented

#  The implementation of full siatewide competition and customer chaice m the clecirie
mndusery i New Hampshire s now ot a standsull because of a lawsuit brought by our state’s
largest wility - in federal court, based in part on federal statutory claims, The utility claims
that Mew Hampshire is preempted from introducing competition by the Federnl Power Act,
the Public Utility Holding Company Act of 1935, and the Public Unlity Regulatory Policees
Aerof 1978

» Congress can play a role in opening up competition in ihe clectnc industry by freeing my
state and the other states from federal laws that are blocking competiteon,  Don't tell us how
fin o o8 - each seane s different and will no doubt wam 1o fashion compedition o meet each
sate's own needs  [n partcular. do not tell states how 1o adidress the so-called siranded costs
of electrie wilities,  ongress should pass legisiation that helps states to sdvance their own
effiorts at restruciuring the electric indusiry, e, federal Fesislation that makes it clear tha

states can implement custemer choice and competition under the Federl Power Act
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Testimony of Jeanne Shaheen, Governor of New Hampshire
Before the Energy and Fower Subcommittee of the House Commerce Commitles
Sepiember 24, 1997

Thank vou, Mr. UChairman, | appreciate this opportunity 1o appear belore vow. | also wainl
fas thank vou for deveding so much thme (o the issise beiore us 1oday. Few other issues can rival
the restructuring of the electne industry in terms of its scops and the enormous bensfits it could
bring to the lives of ordinary Americans,

loday | am lire 1o testily as the governor of Mew Flampshre obout the difficulties siaies
like Mew Hampehire face ns we Iry to pry open the window of cleclrie power competition thal
hos been semmed shut by the nation’s powerful Secine mdustn

1 want tv siress that this is ol a pamisis ssu, | s befve you us the Democranic
overnod of a4 very Rupublican state where this isswe is a wop prinrity for the vasy magoriny of
husinesses and families. ln Mew MHanmpshive, we pay the highest average retail raies in ihe
cuuntry.  Hefore beine chected governor, | worked chosely ana Democratic state senator with o
bipartisan group of kegislators to lead the Tight 1o enact legislation w restruciure the elecine
industry in Mew |lampshire because | believed competition was ihe best way to lower clectnc
rates.

Howeser, the implesnentation of competition i evustomer ehaiee i the clectnig indusiry
in New Hampshire is mow at a standsill becouss of o lnwsust browght by our state” s largest uiility
= im fedwral court, based oy part on federal statutory claims,

Fhis s amcisely fustrating, becosse we Enow from expenience than competition in
electeie indusdry will wirk, I 1995, mew collengues o the New Hampshine lkgeslature mwd |
worked to pass o bl io create a two-vear pilok program s bl we coald tes) how gompetition
would work and incorporate what we leamed fram that pilon i our staie plan for clectr
mestruciunng

Thnt piled progream began in May 1996 1 s ghe Girsn program of s Kind in fhe counies.
[ is open o ol cusiomer classes, serving lorge commercial and indusirial customers. hospatals,
sehools, small husire s osners and ordinary residential cuslomors. Customers pariicipaling i

the pibor peogram are esperiencing sovings o0 teir electoe bells mm the mnge of wenty pesoent
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[ know from my travels around the state that people in the pilot program have enjoved
the fower ranes and wanl full competition and customer chaice. Uontrary 1o the seare tactics thas
hove been used by some unilities. the lights have stayed on for every single costomer  [m Fact, e
ione customer has expericnced any degradation in relabiliny o wervice quatity, As o result of ihe
pilot, we re gaining firsthind experience as we develop policies for full ststewsde
implementation

In 1949, the Mew Hampshine begisfature passed o wabershed state restructuring ball that
I helpesd craft. Under thet legastation full comipetition and custoner choice was scheduled 1o
bBegin in the first six months of 1998, Our Public Utilites Commassion was given wide laitude o
craft a slavewide restructunimg plan for open competition, Afler a lengthy hearings process, oar
state Public nilities Commission ssued its restructunmg plas thes past February 28th.

b very next business day, our state’s fargest utilicy, Public Service Company of New
Hampshioe, and its parent company, the Connecti “wt-bosed Mortheast Unilities. e stroigh o the
federal courthouse to block competition from going forward. The fate of New Hampshine™s state
plan for competinon m the clecinic industry s naw in the hands of o federal district counl judge
in Khode Istand, whe bas stopped our state plan from going forsward by granting a tensporans
restraiming orcler, which 15 stll i place 1oday.

These wilities are relying i significant part on foderal laws o stop our state plan from
going forward Imdeed. the first count in their federal complamt is entitled: “Federal Preemption
af Jursdiction ver Betail Wheeling.” Their seeor d count i entiiled: “Federal Precmption of the
Authoriny e Ooder PSMNH To File a TanfT with FERC.™ Thear thisd cow is entitled: “Federal
Preemption of State Bopulatven Inconsistent with FERC -approsved Rates.” And their fourih count
s entitled: Fresmpinon by the Pabls Litilities Regulatory Pilicses Act of 19787

Sow, Um po lawser, bul | am the governor of one o oar Tifly sovereign siates. amd
something is wrong when a poserful utility from another stave can use federal laws in a federal
court o stop my state Frn iaplementing competition. The will of an entire state « of the
legtislature, of the governos, of ihe state pablic utilitics comm isswan, of The people -- hias been
thvearmed vn this issee ny o federal coum.

Su, 1 think there is o role lor Congress 1o play in opeang up competition in the cleciric
indusiey - Canygress can Ipoe my S1ae of Maw Hampshire and the other stares fram federal faws

that can be wsad by uncooperative wBikibies to block comipetinion
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Don’t well us how 1o implement competition -- each state is different and will ne dowuht
want 1o fashion competinon 1o meet each state’s individual necds, I federal beeslation s
enacted, it should reilect an appeopriate degree of defference 1o state policymakers. o du
otherwise would risk imposing a cookie-cutter approach on problems that warrant individual
examinatzon, discussson. and debate at the state level

In particular, do not tell states how to address the so-called stranded cosis e electric
utilities. My state believes that stranded eosrs should be fairly and equitably shared betwesn
ratepayers and utility shareholders. | know that there are a number of bills on electric
restructuring pending in the Houwse as well as in the United States Senate, and some would tell
slates hovw 1o ndefress retail stranded costs. Mr. Chairman. | am aware that the fegeslation you ane
sponsarug preserves the authority of the states 1o deal with wranded costs as appropriate. That is
the right way to go. and | thank vou for recogmizing: that. The issue of retail stranded costs
should | wibdiessed by state policymakers and nut (hrough federal legistation.

Rather. of Congriess decides 1o act, it shoulid pass legilation that helps states 1o advance
their own efforts at restrscturing the electric industry. For example, federal legislation should
make it clear both that the Federal Power Act does not prohibit siates from implementing
customer choce and wwmpetition and that states have exclusive jurisdiction over the rates, lerms
and condition of retail transmission, distribution and electric power sales, Congress should also
make it chear that states have the authority 10 impose non-bypassable wires charges o support the
recovery of siranded costs, as well as state-sponsared energy efliciency, rencwable EMAEY,
environmental pratechion, and wniversal service programs. ineluding bow-ingeme nssistanee
programs

Congress alsn shoubd act i faster the development of model pationa) diselosure
standards so that customers ean have the scewrate and verifiahle information needed 1o make
meaningiul power supply choices, while permitting regional inniatives to move forsard, seeh as
thal underwisy in bew England,

We know Fromn the expersence with our pilon progran that competition can work, Dree
all of our consuniers are free to choose, the marketplace will respond with beter sery ice. betier
products. and heiter rtes. There is no technical reason why consumers shoubd not be able to
choose the electrical servive that serves them best, Open competition will not require ainy change
i how ebectiginn s made. ransminted, or delivered. Mo new construction is necded. Mo wires

iseed 1 be lawl, Mo digging is reguined
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The onlv reason hew Hampshire citizens might not be ahle to shop for the best bargain
in eectricity is that our largest utility is using a federal count (o stop them. | urge you 1o act to
remave any federal obsincles that are hincking states hike ming from mplemesting full
curnpetifion in the electric industry

[hank you agamn For the opportunity o speak here today
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Hnlnamax. Roberta
e ———

Frarm: Hammaond, Donald
Sent: Thasrsday, February 15, 2001 10:25 AM
To: Carleton, Morman; DeMarco, Edward, Elis, Dina; Hulfman, Lucy; Mclnemey, Roberia;
Constantine, Eleni; Hughes, Gery; Stewart, Lawranna
Ce: Tishuk, Brian; Roblns, Eric; Paulus, Michael, Sutton, Gary, Huffman, Lucy; McGvern, Tom;
Nickoloff, Peter; Schulheiss, Hesditynne, Gross, Jared
Subject: RE: Bankrupicy Reform Mark-up Hearing
Mesrmman,
[(b)(5)]
Don
~—-Ongnal Message—-
From: Carigton, Morman
SNt Thussclay, February 15, 2001 10:07 AM
Te: Hamimond, Donskd, Detarco, Edwand; Ciks, Dana; Hulfman, Lucy; Hcinemey, Robena; Constantine, Blerd; Hughes, Gery; Stewart,
Liwranine
Cez Tishu, Briden, Robbens, [nc; Paulus, Mchael; Sutton, Gary; Huffman, Lucy; MoGrern, Tom; NeckolafT, Peper; Schulthetss,

Haalhyrne: Gross, Janed
Bject: RE: Bankruptcy Reform Mark-up Hearing

E!‘

[(B)(5)]
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[(B)(3)]

Rlommmn

Froqm!  Hamimend, D
Santi Thessiliry, Fabruary 15, 2001 8: 56 A
Ta: MMMM;HMMJW.WW,M;M.MMMJM

Cis Tiskuk, Brian; Robbing, Erc
Subject: RL: Baneruptoy Reform Fark-up Hearng

Ed,

[(B)S)]

Don

w-Ciginal Mpssage--—

From: Defares, Edhwand

el Thursday, Febrsary 13, 2000 8222 AM

To: Hammond, Donaldd; B8, Dena, Hulfman, Lucy; Carleton, Morman; Mclnermey, Roberta; Corstantine, Sens; Hughes, Gerry; Siewa,
Crr Tigha, Brian; Robdsns, Eric

Subject: FW: Barkrypboy Reform Mack-up Hearing

FYl

——Oiriginal ey ane——

From: Robbins, Enc

Sent: Wednesday, February 14, 3001 5:45 PM
To: Detarco, Edward

Ty Tishaky, Brian

Subject: Earikriphoy Reform Mark-up Mieanng

H.R. 333, the "Bankruptcy Abuse Prevention and Consumer Protection Act 2001 was reported oul
of the House Judiciary Committee on Wednesday, February 14, 2001, During the mark-up hearing,
cighteen amendments were offered with all but one amendment failing to pass. Veoting oceurred
largely along panty lines. The only amendment that passed was a technical amendment offered by
Chairman Sensenbrenner. Only one Republican crossed party lines to vote for one of the sevenicen
other amendments that failed.

Kepresentanve Bachus (R-AL) assured the committes that he was committed to working with
Representative Oxley from the Financial Services Committee on commercial bankruptcy provisions

and netiing requirements.
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Mclnerney, Roberta

S
From: Carkelon, Morman
Sent: Wadnesday, Awsgust 28, 2001 11:15 AM
Ta: Fizhet, Pater: Rosabaro, Brian: Bair, Shaila: Mickoloff, Peler: Schulthelss, Heidiynne,

DeMarco, Edward; Hughes, Gerry, Gross, Jared; Smith, Amy, Sulton, Gary, EBelt, Martha,
Gabilendo, Jose; Mclnemey, Roberta; Lon Sanatarmorena (E-mail)
Subject: Status of Retal Swap Shudy and the Enron Issua

[(B)S)]
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Mclnerney, Roberta

—
Fram: Carleton, Norman
Sant: Wedneaday, August 20, 2001 241 PM
To: Fizher, Pater, Roseboro, Brian, Baw, Sheila; Nickolofl, Peter, Schullviss, Heidilynne,

DeMarco, Edward: Hughes, Gerry; Gross, Jarsed, Smith, Amy, Sutton, Gary, EBetf, Martha;
Gabilondo, Jose; Mclnemey, Robera; Lor Sanatamorena (E-mall); Novey, Michael; Eichner,
Matthew; Hammer, Viva

Subject: Maore on the Enron I55ue

[(b)(S)]

Thoughls?
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M :InurrmI' Roberta

Froam:
Sent:
To:

Ce:
Subject:

[(B)(5)]

Gabilondo, Jose

Tuesday, Octobar 30, 2001 1238 P
Aufnauser, Diavid

Melnemney, Roberta; Biager, Pater
Prizliminary thouwghts on Enron
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Sutton, GarL

e —
Froum: Cardeton, Marman
Sant: Monday, Sepiember 10, 2001 11:34 AM
Tao: Bair, Sheila: DeMarco, Edward, Eichner, Maitthew; Elleit, Martha; Fisher, Pater; Gabiondo,

Jose: Gross, Jared, Hammer, Viva, Hughea, Gerry; Nickoloff, Peter; Novey, Michael;
Roseboro, Brian; Schuliheiss, Heidilynne, Smith, Amy, Sulton, Gary
Subject: Retail Swaps - Telephone Call from Elizabath Fox

[(B)(3)]
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Eul*h:.tr'-i Gag

From: Carledon, Nommaan
Sent: Saturday, September 08, 2001 1:10 PM
Tao: Bair, Sheila; DeMarco, Edward; Eichner, Matihew, EBall, Martha; Fisher, Peler, Gabilondo,

Jose, Gross, Jared, Hammer, Vva; Hughes, Gerry, Mickoloff, Pater, Novay, Michad;
Roseboro, Brian; Schultheiss, Heidiynne; Smith, Amy, Sutton, Gary
Subject: Discimsion with Kan Raisler about Enron Produec

On Friday, September 7, | discussed the retail energy swap issue with Ken Raisler. He is a partner at
Sullivan & Cromwell who represents Enron. [n the mid 1980s, he was the general counsel of the CFTC,

1 asked Ken il Enron oppesed state regulation of retail energy derivatives if the CFTC were 1o grant an
exemption for this product, The first answer to this question was yes, but that answer was modified as we
further discussed the 1ssue.

1 asked Ken il he thought that there was a preemption argument that could be made because of CFTC
exclusive jurisdiction. He said he thought there was. He said Enron would not make such a legal argument
because it is regulated in some states as a utility company, but that others might make such an argument,

1 told Ken that the Treasury had not come to a conclusion about the retail encrgy swip 1ssue but thar we
were unlikely to support a result that would mean no federal regulation and would not allow stale govemments
to regulate this product if they chese to do so. He asked me what regulatory issues might be of concern. |
answered that such issues as adventising, pnicing, and assurances that the company offering the product had the
financial ability 1o meet its obligations might be subjects that governments would be concerned about. Ken said
he thought that this was a reasonable position.

1 asked Ken whether he thought that the CFTC could exempi retail energy swaps from the exclusive

jurisdiction provision of the CEA, thus precluding any arguments about state junisdiction. He said e thought
thiat might be possible.

At the end of the conversation, Een indicated he would talk to his client about the issues | had raised.,
[(b)(5)]

Please call me if you want more details on this.
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Sutton, Gar:r

From:
Sent:
Tao:

Subject:

[(B)(5)]

Carelon, Morman
Saturday, September 08, 2001 1:07 PM

Bair, Sheila, DaMarco, Edward, Eichner, Matthew; Ellett, Martha; Fisher, Pater, Gabiondo,
Jose; Gross, Jared: Hammer, Viva; Heghes, Gemy; Nickoloff, Peter; Novay, Michael,

Rosetora, Baan, Schuttheiss, Heidilynne; Smith, Amy, Sutbon, Gary
Retail Swaps Study Group Meeting - September &
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Sutton, Ear!r

Fram: Carielon, Norman
Senl: Wednesday, August 29, 2001 241 PM
To: Fighier, Peler, Roseboro, Brign, Bae, Sheila, Nckoloff, Petler; Schultheiss, Heidilynne,

DeMarco, Edward; Hughes, Gerry, Gross, Jared, Smith, Amvy; Sullon, Gary, Ellett, Mariha;
Gabilondo, Jose; Mcinemey, Roberia; Lari Sanatamorana (E-mail), Movey, Michael, Echner,
Matlhew, Hammer, Viva

Subject: Maore on the Enron [5sus

[(B)(5)]

Thoughts?
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From: Ellett, Martha
Sent: Wednesday, August 23, 2001 11:59 AM
Ta Carledon, Monman
Ce; Gabilondo, Jose; Sutton, Gary
Subjact; RE: Siatus of Retad Swap Study and lha Enron Issua
[(b)(5)]
Martha
Dviginal Message

Fraim:z Caneton, Mormnan

Sant Wednesday, August 23, 1001 11:15

To

[(B)(5)]
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[(e}3)]

Any thoughts or recemmendations? | will send around a separate nole discussing the Enron ssue in mone delad,
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Sutton, Gary

Fram:
Sent:
To:

Subject:

[(B)(=)]

Carlaton, Morman

Wednesday, August 29, 2001 11:15 AM

Fisher, Peler, Roseboro, Brian, Balr, Shella; Nickoloff, Peter; Schultheiss, Hesdilynne;
CeMarco, Edward; Hughes, Gerry, Gross, Jared, Smith, Amy, Sutton, Gary, Ellat!, Martha:
Gabdondo, Josa; Molnerney, Roberta; Lon Sanatamorana (E-mail)

Stalus of Relail Swap Siudy and the Enron Issue
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Gabilondo, Josea

From:
Sent:
Ta:
Subject:

il -

Gabdonda, Jose

Tuasday, Seplember 04, 2001 217 P
McGinnies, Wiam

Fyy: FOLA Boston Globe reguest

Another energy FOLA a5 mentioned below..,

i
Criginal Message
Fram: Flanagan, Rosemany
St Tiosmidy, Sentember 04, 2000 1216 PH
Tar Gabilandn, Jose
Subject: RE- FOlA:Boston Giobe request
[(B)(5)]
Drigrial Hessage--
Fram: Gabiondo, Jose
Sank: Thamrscay, August 30, 2007 | 1209 AM
Ta: Flanagan, Rosemary
Subject: FOILA: Brsanm (iobe reiiest
Rosemary,
[(B)(5)]
José
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Conley, Robert —

e
Fram: Caonley, Robari
Sent: Tuesday, Septamber 25, 2001 3:13 PM
To: Tran, Luyen, Altheim, Staphen; Demopulos, Abigai
Ce: Crawford, Todd; Budington, Michele; Paulson, Sara; ‘chrookins@woridbank.ong'
Subject: Enron IFC energy project in Dominican Rep

Two sanior reps of Enron met with Bill ioday on a project funded by IFC that involves a power purchase agreement thal the
G of DR i3 not honoring. The project may defaull to lenders by 12715 if agreement is not reached with the Gov't. The Enton
reps plan lo meet with Slale and Cargle Brooking on the project.

&ill asked to get information on the pipeline at the MDBs for the DR (WB, IFC, IDB, IIC). In particular, Bill wants to know
what [if any) projects are disbursing. Thanks.

00500000000418



CEPARTMENT COF THE TREASURY
WASHINGTOM, D.C. 20220

ACTION

MEMORANDUM FOR DEPUTY ASSISTANT SECRETARY SCHUERCH

FROM: Joseph B. Eichenberger, §%1f
Director,
Office of Multilateral Development Banks

SUBJECT: Proposed EBRD Investment in Golden Telecom

ACTION FORCING EVENT:

EBRD Management will seek approval at the upcoming Board meeting on Seplember 7, 1999 o
invest up to $35 million in the IPO of Golden Telecom on the NASDAQ.

RECOMMENDATION:

That we instruct the USED at the EBRD 1o vote “no” on the proposed investment as we do not
believe a company listed on a developed country stock exchange requires IFI support.

Agree \‘ Disagree Let's Discuss

AuG 97 1888
DISCUSSION:

EBRD proposes to invest up to $35 million in Golden Telecom as part of a $150-5200 million IPO
and then list the shares on the NASDAQ. Golden Telecom is a wholly owned subsidiary of
Global TeleSystems, GTS, a pan-European telecommunications group listed on the NASDAQ and
EASDAQ markets, as well as the Frankfurt Stock Exchange with a market capitalization of
approximately 36 billion. GTS would retain a majority share in Golden Telecom and sell a
minority stake in its CIS telecom group, which in the past accounted for the majority of GTS'
financials, through the proposed 1PO.

We recommend opposing the proposed investment. [(b)(5)]
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[(b)(3)]

BACKGROUND:
[(B)(5)]

OUSED VIEWS:
[(B}S)

Cc:  Jan Piercy, U.S. Director, IFC

00500000000524



Proposed EBRD Investment in Golden Telecom IPO, Sept 7, 1999

Dirafted by:
JCetina 3{:,.

Cleared by ./
GClapp é:—-"" =xf
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From: Steve Radehsl

Toe Dom 13 DOPOS(EICHENBERGER., StewariEK), Goltisbs
Date: 33100 10007 pm
Subject: Enron and Ass Sec of Energy Trip -Raply

Geofl: Good work, nice resdout. Plaase call both the WE and IMF ED's office on this firsi thing Monday morning. Try (o talk
directly to relevant WH staffers if you can, | have been irying to get info from the IMF since Thursday wic luck. | will find oul
during stafl on Monday moming who else has an interest in this (e.g., MDB office, counsel) and we can discuss at argund 11:00 o
w0 aftar stall. Try bo get Info from 'WE and IMF by then. Thanks,

> Geolfroy Gottheb 033 1/00 OT-46pm ===

ACTION: On a conference call Friday nightm the Assistant Secretary of Energy Goldwyn notified us that he will be visiting Nigeria
nexi week a5 a follow-up 10 Sec, Richardsar's trip two weeks ago. [{b;{ﬁ}l

Wi noad to provide guldance fo his effice no later than 1:00pm Monday.

[(B)}5)

Pleaso call me if you hawe further questions.

CCy Dam13 DOPOE{budsngtonm),
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From: Gaaftrey Gottlhab

To EICHEMBERGER., StewanEK
Date: Ar3100 T-48pm
Subject: Ernron and Ass Sec of Energy Trio

ACTION: On a corferenca call Friday nightm tha Assistant Secretary of Enargy Galdwyn

next week as 8 follow-up 1o Sec. Richardson's tip two weeks ago. [(b)(5)]

We need to provide guidsnce o s office no fater than 1:00pm Monday.

[(b)3)]

Please call me 0 you have further questions,
CC; Fedalels, budingionm

notified us thal he will ba visiling MNigeria
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From: Gealfray Galtfeb

To: Dom 13 DOPOEEARBERE, EICHENBERGERY), KLHLDAM
Data: 00 2:0%pm
Subject: Closwre on Enron

[(B)(5)]

=z Margaret Kuhlow 00200 01:41pm ===
Thanks all for handiing this guickly and looks Bee positively. mik

=== Ed Barber 030200 01:22pm =»=
Joa = Thanks. | ihowght your fces were fght on, and Geaffl has fonsarded them o Stale. = Ed

=== joe Eichenbarger DUT200 09:58am »»>

[(b)(3)]

ce: Dom13. DOPOS(gelperna, StewartEK),
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From: Joa Eichenbernges

Ta: Gattlieb S

Date: 200 §:58am

Subject: Nigaria Cable

[(b)(5)]

cc Kuhlowhd, BarberE, AEK
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From; Gooffrey Gottlieh

To Domd 3 DOPOA{slewartek, walahh), KUHLOWM
Date: AMM00 B:5pm
Subject: State on Ennon, elc, meeting? -Reply

[(BM=)]

=>> Margaret Kuhlow 030100 06:21pm ===

[(B)(5)]

Thanks, mik
ce: Diom13. OPOA(eichenberperf, golpema),
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From: Ed Barber

To: Dom13.DOPOS(BEASLEYM, Budingtonh, CROWER, GREWEM, ..
Dt 22900 T-4fipm
Subject: An NWT dispule in Nigena -Reply -Reply -Reply -Reply

[(b)(5)]
»>> Geoffrey Gottiieb 02128/00 08:23pm >>>
({3

Geoll

=53 Maurssn Grevwe 022000 06:05pm ===
Elizabsath and Haleh — can you et us your viaws on this?

[(B)3)]

o Mary Beasley 02200 04 20pm
You need to speak o E&z Stewart on this. She s cur procurement expert.

»»» Gaoffrey Gotlieb 022900 03:13pm ===

[(BXNS)]

Thanks.,
Geoft
(== Dami 3.D0P08( SewantEK), ax.mailCewaismaniD IMF o™
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Frram: Ed Barber

To: Dom 3. DOPOEBEASLEYM, budingtonm, CROVWER, GREWEM, ...
Date: 2/20/00 3:52pm
Subject: Ay MWT dispube in Migers -Raply

[(B)}S5N

==> Geolfrey Gottlieh 0228000 03-13pm ===
[(e)5))

Thanks,
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From: Halan Walsh

To: Dom13.DOPOB(BARBERE, BEASLEYM, BudingtonM, CROWEB., ...
Date: 2/29/00 6:41pm
Subject: An NWT disputa in Nigeria -Reply -Reply -Reply -Reply

[(e)=)

»>> Geofirey Gottied 02/29/00 06:23pm >>>
[(B)(5)]

Geolf

wa urean Graws 022500 05:05pm >>=
Elizabeth and Helen — can you get us your views on this?

[(b)(5)]

=== oy Baasley D200 Od:20pm ===
You noed (o speak bo Eliz Stewarl on thes. She ks o procurement expen,

»»> Geofirey Gotllieh 022300 03:13pm >>>
[(b)5)]

B g

Dom 13, DOP 08 Steward EX), exomademwetsmangBIMF.org”..
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Froemi: Mary Beasley 0.2" 695 5
To: BARBERE, BudingtcnM, CROWER, GREWEM, KUHLOWM, LEEN.,

w}nt A PNt Nigeria -Regly é“?f ﬂ:ﬁ/

Yiou peed b0 speak 1o ENz Stewart on this, She & ouf procurement expet,

>>> Geoftrey Goltieb 02129100 03:13pm >>>
[(b)(5)]

(o1 ] e mail “ewelamand@IMF org®, StewarEK
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From: Mary Daasley

Ta: BARBERE, Budnglonh, CROWEE, GREWEM, KUHLDWM, LEEN..,
Diatm: 22000 4;20pm
Subject: An MWT dispube in Negeria -Reply

You need to speak lo Eliz Slewart on this. She is our procurement axpent.
»>> Geofirey Gotllieb 02/28/00 03:13pm >>>

[(b)S]]

Thanks

L= el "sweisman@iMF .org”, SlewartEK
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4 Anse. 2/ z%[e0

INITIAL OBSERVATIONS

Draft Power Purchase Agreement of 17 October 1339 for Electric
Generating Facilities in Lagos, Nigeria betwcen Eoron Nigeria Power
Holdings Ltd. (*Enron) and Lages State Government, .Hﬂh:ul Electric
Power Authority of Nigeria and Federal Republic of Nigeria (“PPA™).

[(B)(5)]
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INITIAL OBSERVATIONS

Draft Power Purchase Agreement of 17 October 1999 fur Electric
Generating Facilities in Lagos, Nigeria between Earon Nigeria Power
Holdings Ltd. (“Enron™) and Lages State Government, MNational Electric
Power Authority of Nigeria and Federal Republic of Nigeria (“FPA”).

[(B)(5)]
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DEPARTMENT OF THE TREASURY
OFFICE OF AFRICAN NATIONS
FAX: (202) 622-1432

DATE:

PAGES INCLUDING COVER SHEET __
TO: Ebaﬁwﬁ? FAXNO, 2= 2505

OFFICE/FHOME:

FROM:
EDWIN L. BARBER ITI, DIRECTOR
ETHEL R. McKOY, DEPUTY DIRECTOR

GRACE Y. SONE - 6§22-0332

Yl GEOFFREY GOTTLIEB - 622-0455

o ELIZABETH URBANAS - 622-0182

__ BONNIE M. BARNES, SECRETARY

IF YOU HAVE ANY QUESTIONS, PLEASE CALL ON (202) 622-1730
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Eyb-23=00 GE:f0pa  From T=01F FELAT F=O0

IEITULGEEEFN&TIDNS
praft Power Porchuse Agreemeal of 17 Outober 1999 [or Electric
Generating Facilities in Lagos, Nigeria between Enron Nigeria Power

| Electric
loldings Lrd. (“Enron™) and Lages State Gmlrtmmfn.t._rﬂuim:
]l":wer i‘uthnn‘ij of Nigeria and Federal Republie of Nigeria (“PEA").
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Davis, Michela

=
From; Eair, Shaila
Sent: r-'II:n'rl:IaE'i=I January 14, 2002 435 PM
To Dravis, Michals
Subject: RE: for Secrelary's speach TOMORROW

Pm sorry | dedn't get back o you. 've boen in meetings all aflerndon. In any event, you obviously didn need me, Thes s
greal

I would slightly rework the second para a5 follows:

[(B)(S)]
cosiganal Message-—-
From: Diervis, Micheie
Sent: Maonday, January 14, 2002 1:41 PM
To: Bair, Sheda
Subject:  for Secretary's speech TOMORROW
[(b)(3)]
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Nichols, Robert

From: Adamsz, Tim

Sent: I'.'I-a:nﬂu:lzl:II Januany 14, 2002 5:05 PM
Ta: ichele

Ce: Michois Robert

Subject: Congressional Hearings on Enran

Michele — to prepare for the onslaughi -nfdn:rcun'rent requests and hearngs, David Aufhwaser and John Duncan are saifing
up 2 prepiresponsa team. We nead your help _il_hu-u assign someane {of mulliple somanes) from vour affice to help us
pull arfchas, budld tmalines. monitar the press, atc?

41
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Nichols, Robert

From:
Sent:
To:

F. k ] E |'1|-.|-;: i .: -| .1_1-
ettty F o e
Kt Full |

Fleck, Carobe [CFleck@aap

Thursday, January 10, 2002

238 P

‘robert nichols@®do. treas gov'

#5
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Nichols, Robert

Fram:
Santk:
To:
Subject:

Michele and Rob,

Quinn, Kate

Tuesday, January 08, 2002 2:54 PM
Michols, Robert Davis, Michele
enron

Do you happan to know what enbly within Treaswry would ba regponsible for examining Enron. | know the Secratary made

some camment 1o the press about a revemy of the

ulations involved in thal case

The gquestion has come up because | received a call from PSI, the Permanent Subcommites on Investigations, They have
launched a major congressional investigations into this matier and are interesbed in Treasury's role.

Any direcbion you can provide would be appreciated

mﬂnte Cluimn Sec

putly Assistan rE1ady
IEEHFW{HM'IH

Office of Legislative Affairs
Depaitment of the Treasury
{202) 622-0725

katie guinni@do treas gov

' 00800000000426
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Hichols, Robert

Fram:
Seni:
T

Ce:
Subject:

Importance:

Fratto, Tomy

VWednesday, Movember 28, 2001 3:38 PM

Michols, Rlobert, Holahan, Betsy
Davis, Machelp
ENROHN guestions

ngl'l:

Ari took a question regarding Ennon foday and referred questions to Treasury and seid that Treasury is mandloging the

siuabon

Michele has cleared a quote 19 use In fespEonse o reporer nguines,
“We are manltaring the credit markets, as we do overy day.”™
In response to follow-up questions about evidence of nsk n the markets or unuswal actly,
"The markets always fluctuate, We haven't seen anything extraordinary.”
Further guestions about enargy and Enfon should be referred to FERC or CFTC

126
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Michols, Robert

Erat: B e 11, 2002 732 AM

Sent: riday, January 11, :

To: Ktnlsen Day

SUHhﬁh RE: THE SECEETARY OM & TV MEAR YOU. TUMNE IN!
fun !

Fob Mickals

Deputy RAssistant Secretary for Public Affalirs
Department of the Treasury

1202) b2d=2%1D0

~====riginal Mezsage====—

Froam: Kathlesn Day [mallteo:dayké@washpost.com)

Sent: Thursday, January 10, 2002 &:48 PH

To: Bobert.Xicholsido.tzwas.gov

Evbdject: He: THE SECRETARY ON A TV NERR YOU...TUNE IHN!

chanks., fyl L'm alsc now deoing enron stuff

e o s - |
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Nichols, Robert

e s
H Michols, Robert
Eﬂmr? , January 10, 2002 545 PM
Tao: Davis, Michele
Subject: another ENRON callFW

Aco Wichols

Sepiuky Assistant Secretary for Public RITA1rE
Department of tha Treasury

(202} 622-2010

===e=0riginal Hessage-=---—-

From: Fleck, Carole [mailto:CFleckBaarp.orgl
Sent: Thuraday, Januacy 10, 2002 §:03 FM
To: 'robert.nichols@do.treas.gov’

Subjest:

Fi Robert

T'm & repértnr for the AARP Bulletin, working for Suzy Crowley. Could you
call me please, 202/434-3346, about today's Bush announcesment that Treasury
will be looking Lnto pension rules in light of Enron? If I could talk to you
today, that'd be great == I'm outa here at 5. [f rot today, will you please
call me btomore at hnmE.[{hIIEI]

Tharksa,

Carcle Fleck

- e
00800000000474



Nichols, Robort

Fram: Michols, Robert

Sent: Tuesdsz.;anua? pa, 2002 3:26 PM
T Chuinn, ie

Subject: RE: amfon

fa¢ has the lead

Rob Michols

Deputy Assistant Secretary for Public Altairs
Depariment of the Treasury

(202) 822-2810

ee-igiNAl MESERge-=

Froam; Qinn, Kabe

Senk: Timsclary, Janiey 08, J002 2:54 PM
Toa Nuhols, Robert; Dants, Hicheds
Subject: L

Michels and Rob,

Do you happen 1o know what entity within Treasury would be resgonsible for examining Enron. | know the Secratary
some comment to the press aboul a revelw of the reguiations involved in that case.

The question has come up because | received a call from PSI, the Permanent Subcommitiee on Investigations, They

have launched a major congressional investigations into this matter and are interested in Treasury's rola.

Arvy direction you can provide would be appreciated.

Kate Cuinn

Depuly Assistant Secratary
(Enforcement)

Office of Legistative Affairs

Department of the Treasuny
(202) B22-07T25

katie guinn@do. treas. gov

00800000000479




Nichols, Robert

From: Michols, Pobart

Sent: Tuesday, January 08, 2002 2:54 PM
Ta Chuinn, I%ahu-

Subject: FRE: enron

not sure

will attempt bo find out

Rab Michoks

Deputy Assistant Secretary for Public Atfairs
Depariment of the Treamuny
(202) g22-2910

Michele and Fob,

Do you happen ta know what entity within Treasury would be responsitie for examining Enron. | know the Secretary

made some comment {0 the press about a reveiw of tha regulations invalved in thal case,

The queston has come up because | recehed a call from FSI, the Permanent Subcammaltes on Iquﬁwamn& Thay
have launched a mamor congressional investigations into this matter and are interested in Tréasury's role.

Any direction you can provide would be appreciated

Kale Quinn
Deputy Assistant Secretary
Eﬁnhwﬂ} ;

of Legislative Affars
D of the Treasury

] th
(202) 6220725
katie quinn@do reas. qod

LE]
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ROB NICHOLS
DEPUTY ASSISTANT SECRETARY (FA)
TELEPHONE LOG - NOVEMBER 2001

1:08 PM
W v, November 28, 2001 1
[CUTSIDE SCOPE]
323 393-6883 David Invanovich, Houston Chronicle, REF: ENRON going
bankrupt

[OUTSIDE SCOPE]

00800000000530




ROB NICHOLS
DEFUTY ASSISTANT SECRETARY (PA)
TELEPHONE LOG = JANUARY 2002

1:05 PM
Friday, January 11, 2002, pg 2
[CUTSIDE SCOPE]
[-35 513-2267 Pam Fessler Natl Pub Radio, called again, REF: wants to confirm

what's on the wires statement today on ENRON & Peter Fisher;
also wanted to know if there are any press releases (also on Rob's
call list)

[OUTSIDE SCOPE]
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Strickler, Mario

Fram:
Sent:
Ta:
Subject

8]

ENEE T Piefilis]
[ LULTY T

Strickler, Mana

Tuesday, January 15, 2002 11.00 Ak
Strickler, Marie

CHBC TV Investing - MEN Money.hbm
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Strickler, Marie

—— e —
Fram: Stnckler, Marie
Sanl; Tueesday, Janeary 15, 2002 11:20 AM
To: Dravis, Michele
Subject: PHOME CALLS
[OUTSIDE SCOPE]
1 1:06 3934340 Bob Movack- Pls call re the Secy's connection with Mr. Wirth & Mr. Lay in the
Kyoto Treaty
1i:14 614032 Jeff Bimbaum, Fortune Mag, REF: ENRON

00800000000538



Strickler, Marie

From: Sirickier, Mans

Sent: Tuesday, January 15, 2002 1:17 PM
Ta: Davis, Michele

Subjoct: #2 - Phone Calls

[OQUTSIDE SCOPE]

1:14 614032 Jeit Dirnbadm, Fortune Mag, REF: ENRON
[OUTSIDE SCOPE]
12:20 434-0980 Pete Spiegel, FT - Please call re Enron

12:43 201 -346-5825 Andrew Conti, CNBC - would like to request interview w/Secretary on Enron

12:55 628-9029 Darren Gersh - would like interview withe Secretary today or tomorrow or when
convenient on Enron

[OUTSIDE SCOPE]
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Strickler, Marie

-
From: Strckler, Mare
Sent: Tuesday, January 15, 2002 5:23 PM
Ta: Davis, Michele
Subject: #3 - Phone Calls
205 703-683-9733  Christine Hall, cnsnews.com - would like 1o speak with somecne in the GC's

office re standards of conduct for government employees {political & career) who
receive calls such as the Enron calls

[OQUTSIDE SCOPE]
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Strickler, Marie

From:
Sentl;
To:
Subject:

LD 176-9464

SHE £61-4032

[OUTSIDE SCOPE]

12:20 434-0980
12:43 201-346-5825

12:35 628-9029

[OUTSIDE SCOPE]

Srickher, Mares
Tuesday, January 1%, 2002 1:17 PM
Davis, Michele
#2 - Phone Calls

Pete Yost - would like to talk with you about getting copies of Congressional

correspondence to Treasury and the responses re Enron

Jeff Birnbaum, Fortune Mag, REF; ENRON

Pete Spiegel, FT - Please call re Enron

Andrew Conti, CNBC - would like to request interview w/Secretary on Enron

Darren Gersh - would like interview withe Secretary today or tomorrow or when

conventent on Enron

00800000000600



Strickler, Marie

From:
Sont:
To:

Subject;

[(B)5)]

der 15U

Sharar, James
Tuwesday, Janwary 15, 2002 4.43 PM

_DL_Markal Group, Andrew 0. Sacher; David Griffiths, Enc H. Otio; Jay Hoffman, Lundsager,

Meg, Philbppa Maimgren; reidgp; Shevlin, Thomas, wallang, wayneea
Financial Markets Night Repart /15002

0080000000060



Strickler, Maria

—
From: Holahan, Betsy
Sant: Thursday, January 10, 2002 510 PM
To: Lee, Sharom; Fratto, Tony; Bradshew, Tars; Scolinos, Tasla; Stickler, Marie; Alvarads,
Carman
Ce: Davis, Michaia;, Nichoks, Roban
Subjuct: RE: Good Might

GN

Greg Ip of WEJ doing something short on proposed changes to rules regarding the collecktion of race
and gender data by lenders ([kalking te Shalla on background]

CHBC called te say they booked scmeone elsas for thelr Enron plece
sotten cA.le on pension rules review - wires, TX papers

Gez a few calls on Sheila's new DORS for Financial Tnatitutions and GSE Policy [Rep.
SaEer "8 AR

e | MesmRge—

From: Les, Shion

Sent: Trursday, Jeruary 16, 2002 5:00 PM

Tae Frotto, Tomy; Bradshow, Tara; Soolros, Tasis Molahan, Betsy; Stnckler, Mane; Aarada, Carmen
Tz Les, Sharor; Davis, Michels; Mcholy, Robert

Subject: Geocad Might

Please et me know when you get a chance. Also, please remember (o update Michele of any imporiant press items

00800000000625



Alvarado, Carmen

From: Davis, Michole

Sani: Monday, January 14, 2002 S:40 A4
To Alvarado, Carmen

Subject: STalernenis from Fridey

Here is the statement that Al Hunl's office was looking for = please send this fo her = it is evenything that | said on Friday.

Statement by Michele Davis, Assistant Secretary of the Treasury (Public A fTairs):

Following Ken Lay’s call to the Sccretary, the president of Enron called Undersecretary Fisher. Undersccretary
Fisher spoke with president of Enron 6 to 8 umes 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
COMCEMS.

As 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 eredit. He made no such calls.

LATER STATEMENT

i-'r.ﬂb:n Rubin of Citigroup called Peter Fisher on November & 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 to make such a call.

Rubin said he thought that was a reasonable position.

Fisher made no such call.

00800000000778



Scuiinuat Tasia

From: Popkin, Jim (NBC) [Jim Popking@nbe com]
Sant: Friday, January 11, 2002 Z:21 PM

Te: Tasia Scolinosfido. treas gov'

Subject: RE: eqiran

She just called, so many thanks.
== Jim

----- original Message-----

From: Tasia.Seollinosddo.treas.gov [mailta:Tasgia.Scolinosedo. Lreas.gov]
Sent: Friday, Januwary 11, 2002 2:12 PM

Tao: jim.popkindnbe.com

Subject: enron

Jim -

Michele ig taking all of the calls on Enron. I just sent her an email
asking her to eall you about this issue. If you need Lo reach her you can
gez her at 623-2910.

Tasia

Becauge s-mail can be altersd slectronically.
the integrity of this communicaticon cannot be guarantesd.

00800000000827



Scolinos, Tasia
— o e E—

Fram: Holahan, Betsy

Sant: Wednesday, Decembaer 05, 2001 5:28 PM

Ta: Lee, Sharon: Fratio, Tony, Bradshaw, Tara; Scolinos, Tasia, Strickler, Marie; Abvarada,
Carman

Ce: Davia, Michale; Nichols, Robor

Subject: RE: Good Might

GN

Washington Pest is doing a story on predatory lending and wanted io find out what Sheila has been saying on it. | refered
the reporter to her récen speeches, on tha web sita, for Sheila's description of best practices. Wall St. Joumal writing
Enron/derivatives story for Friday.

=s={riginal Message—

Fram: L, ShaaTn

Sz Wistnesday, Decemiber 05, 3001 5:16 PM

Tz mrw:m.mmmmm:wmm;m,mm,m
Ciz L, Sharan; Diarwiss, Michisle; Nichols, Robert

Subject:  Good NgHt
b {E}]ﬁ Howevar, please bet me know when you gel @ chance. Also, please ramember to update
L(I'J.au any important prass items.

00800000000828



RE: IN THE NEWS: 1/15/02 Page 1 of 37

Bradshaw, Tara

Fram: Allen Maureen C [Maureen C Allen@irs.gov)

Sonk: Wadnesday, January 18, 2002 9:37 AM

Tao: Washington Linda J; Walas Carolyn; Charles A. Lacian (E-maill Charles L. Kofbe (E-mail); Goss Denise L

TIGTA: Dasler Anne C; George E. Farr (E-mail), Harl Dale F; Rosenker Hoalher B; Joelle Jordan (E-mail|:
Karen Haste Williama (E-mail); Basselte Loretla J; Lrievilan (E-mail); Loor Marlene; Sieve Mickles (E-mailk
Tara Bradshaw [E-mail), Tayhor Gloria L

Ce: Heschel Jarald H: Grant Caryl S; Dixen Teri J; "Rothiacher Ruth A’ Boykin Linda D; Lemons Terry L;
Qisgn Nina E

Subject: RE: 1N THE NEWS: 115/02

Importance: High

Could we follow up with Tom Herman?

This is terrific coverage of the Taxpayer Advocate Service, yet I can't help recalling a discussion
several months ago in which I learned that the Taxpayer Advocate Service criteria for accepting a
case beyond its insolubility over time - and rightly so; they would be inundated!

The article doesn't indicate that Tom knows that taxpayers with long-standing problems have
another alternative. Everyday Tax Selutions, a face/face appointment between an IRS decision-
maker and the taxpayer or his/her representative, is available at every taxpayer assistance center in
America..at the taxpayer's convenience,

The Field Assistance organization has replaced the old "Froblem
Solving Day” with Everyday Tax Solutions, and it is a perfect complement to the work of the
Advocate.

——Cruginal hlansage-—
Frome ‘Amshingion Linds J
Sonl: Teetddy. Jewary 10, T2 300 FM

To:  CaiohnYWatas (E-mad, Chanes & Lecjan (E-mai]; Cranas L piotog [E-nak, Denise L, Goas (E-mall). Dosiwr, Anne,; Geonge E Farr (E-mall.
e, Date; Heathes B Rcsanker [E-mal), Josle Jordan [E-mail Kann Hosle Wisigms [E-maij; Loretla J. Bassetie (E-mal); Lrevian [E-mail) Madens
Lioor jE-madl; Maween C, A {E-musil Sieva picking {E-madl), Tara Braganaw (E-mady Taylor, Gloris

Subject:  IMTHE NEWS: 11512

Today's Contents \ e

=
1. Tom Herman on Taxes * THE WALL STREET JOURNAI ‘(\"tt‘}\ﬁd E :.:' :
THE WALL STREET JOURNAL [ AVY
January 15, 2002

Tom Hermian on Taxes

oA 72002
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RE: [N THE NEWS: 1/15/02 Page 2 0f 37

Consider Taking a New Route When Dealing With the IRS

By TOM HERMAN
Staff Reporter of THE WALL STREET JOURNAL

Welcome to Tom Herman on Taxes, a weekly column available
exclusively in The Wall Street Journal Online. Mr. Herman, the
Joumnal's 1ax expert, answers questions from our readers on personal
taxes and how taxes impact financial planning.

If you've been Lrying to resoive a long-running dispute with the Internal
Revenue Service and have been getting nowhere by going through normal
channels, consider anolher route.

A little-known unit of the IRS, the Taxpayer Advocate Service, headed by
Nina E. Olsan, sometimes ean be surprisingly helpful in lifting struggling
taxpayers out of bureaucratic quicksand.

Asking the IRS for help with the IRS may sound like a waste ef time, at
hest. But accountants, lawyers and other tax advisers generally praise it.

What prompted me to write about this subject was a recent reader
question about how to reach Ms. Olson, the TRSs National Taxpayer
Advocate, whom | mentioned in a recent column aboul a repor she sent
Congress listing the 23 most serious problems facing taxpayers.

In her report, Ms. Olson says the top five
most serious problems taxpayers have with the
IRS are: 1) trouble with accessing the
agency’s customer service toll-free telephone
service; 2) the tax law's multiple definitions of
a "qualifying child"; 3) difficulty in determining
camed-income tax-credit eligibility, 4)
inaccurale answers to queries made on IRS
customer service toll-free lines, or differing
answers to the same question; and 5) difficulty
in documenting eamed-income tax credit
eligibility.

For a copy of her repor, as well as reports from previous years, go lo
www.irs.gov/ind_info/2001 _tas.pdf.

The Taxpayer Advocate Service has lwo general goals. One 15 10 help
taxpayers clear up disputes that haven't been resolved through the usual
processes, The other is to recommend "systemic solutions 1o make the tax

process easier for everyons.”

Relying on the Taxpayer Advocate Service won't work for everyone with
complaints about the IRS. For example, it can't help represent you in
court. The 1RS Web site underseores the point that this "is not a substitute
for established IRS procedurcs or the formal appeals process,” and that
ihis unit "cannot reverse lexal or technical tax determinations.” But it may
be able 1o help with such commen problems as lost refunds, mistaken

0117720602
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RE: IN THE NEWS: i/15/02 Page 3 of 37

penaltics, erroneous notices and other miscellaneous snafus that
buresucrats seem uninterested in fixing.

In some eases, it may even be able to issue a formal order blocking the
IRS from seizing your pay or property. “In certain situations, enforcement
action may be suspended while your case is being reviewed,” the IRS
says. "The Taxpayer Advocate resolves the majority of cases
administratively. Even when hardship is not a factor, the Advocate is often
able to help resolve the taxpayer's problem.”

While the Taxpayer Advocate Service isn’t new, Congress gave it more
power in 1998, Last year, the service handled more than 270,000 cascs --
coming mostly from laxpayers, lux "practitioners,” and as referrals from
IRS operating divisions and congressional offices, Ahout 40% of those
eases arose from four IRS program areas: eamed income tax credit audits,
processing of elaims or amended retums, processing of refunds, and initial
processing of original paper or clectronic individual returns.

No paper tiger, the Taxpayer Advocate has been a voctl entic of the IRS

in the past. In her most recent report 1o Congress, Ms. Olson writes: "Only
14% of our inventory is composed of hardship cases. A small percentage
of taxpayers contact us because they either don't like the way the tax law
has been applicd 10 their situation, or because they feel that their side of the
issue did not get a fair hearing. Most taxpayers contact us because the

RS does not offer timely or appropriate taxpayer assistance.”

Before coming to the IRS in March of last year, Ms. Olson was a lawyer
specializing in representing taxpayers in tax disputes. She also founded and
served 25 executive director of the Community Tax Law project, a
low-income taxpayer clinic in Richmond, Va.

The IRS describes Ms. Olson's post as “an independent voice inside the
IRS." Some readers may wonder about her independence and her
relationships within the IRS. In her recent report 1o Congress, Ms. Olson
wriles: "Some may believe an advocate for the laxpayer must incvitably be
the adversary of others throughout the IRS, This is not the case. The
Taxpayer Advocate Service and its views were and are represenied on a
wide range of IRS teams and task forces, covering maters such as

disaster relief, due process in collections and innocent spouse cases."

Take Action

If you've been battling the IRS for years and want 1o reach Ms.
Olson, visit the Taxpayer Advocate Service Web site at
(www.irs.gov/ind_info/advocate. himi), or write to her at IRS
Mational Taxpayer Advocate, Internal Revenue Service, 1111
Constitution Ave, N.W., Room 3031, Washington, DC 20224,

The Taxpayer Advocate Web site also offers several ways Lo phone
the Taxpayer Advocate Service, including a toll-free phone line,
(877) 777-4778. You also can call, write or visil the ncarest office
for your state -- se¢ Publication 1546, "The Taxpayer Advocate
Service of the IRS” for a list of local offices

01/17/2002
00800000001099



RE: [N THE NEWS: 1/15/02 Page 4 of 37
l[t'l;p.L‘::I.*ar'mld.gu-.-.‘puh-'irs-pdﬁpI.‘Hﬁ pal £,

To bring a case to the atention of the Taxpayer Advocale Service,
you'll be asked 1o fill out Form 911, =Application for Taxpayer
Acsistance Order” (fip. fedworld. gov/pub/irs-pd 01911 pdf). I you
try it, I'd be interested in your reactions, as I'm sure 11 be writing
about this topic again.
3. Tax Policy: BUSH URGES TAX CUTS BE MADE PERMANENT AFTER PLANNED
EXPIRATION OF TAX RELIEF LAW* BNA

The Bureau of National Affairs, Inc.,
Daily Tax Report

January 15, 2002, Tuesday
10 DTR G-1 (2002)
LENGTH: 1121 words
SECTION: TAX, BUDGET & ACCOUNTING

TITLE: Tax Policy: BUSH URGES TAX CUTS BE MADE PERMANENT AFTER PLANNED
EXPIRATION OF TAX RELIEF LAW

AUTHOR: By Nancy Ognanovich

TEXT:

President Bush Jan. 14 officially called for making last year's package of tax culs permanent, saying in
a speech that he wants the provisions of the 5 1.35 trillion tax relief package to be extended indefinitely
after that law expires at the end of 2010,

While Democrats are calling for scaling back the tax reliel package, Bush said in an address on his
economic proposals that he has decided to argue over the next several months that the tax cuts should be

permanent.

"There's going 1o be a debate when we go back to Washington about tax relief,” Bush said during the
start of a two-day, three-state trip to build support for his legislative agenda. "But ['ve made up my mind,
the tax relief plan we passed -- which you're beginning to feel the effects of - is going lo be permanent.”

Bush said he still plans to reintroduce his economic stimulus plan with provisions 1o extend
unemployment benefils for displaced workers and to help the unemployed maintain heaith insurance.
However, the president suggested the stimulus -- which is expected 1o be included in the FY 2003 budget
sent to Congress carly next month - also will include language to make last year's 1% culs permanent,

» Americans don't want an unemployment check,” Bush said during an address to the employees of the
John Deere Harvester Works in Moling, 111 " Americans want a permanent paycheck, and that's got to be
the mission of any good stimulus package.”

Bush's comments came amid reports that Sea, Edward Kennedy (D-Mass.), the president’s ally on
recently enacted education refonm legislation, may call for scaling back the tax relief package during an
address planned for Jan. 16. They also followed comments from Senate Majority Leader Thomas Daschle
(D-8.D.) raising concemns about the imipact tax cuts have had on the disappearance of anticipated federal
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budget surpluscs.
Tepeal’ of Tax Cut Criticized.

The tax cuts enacted under Pub. L. No. 107-16, the tax relief package passed last year, would terminate
after 2010, Current estimates on the size and length of the retuming federal budge! deficit by the Office of
Munagement and Budget and others reflect assumptions that the tax cuts will not be rencwed after that
date.

However, a proposal by the White House to extend those tax cuts after that time would likely increase
deficit projections. The White House already has indicated that the budget blucprint that Bush sends to
Congress for FY 2003 will reflect a new deficil.

[ his comments in 1llinois and in Missouri later in the day, Bush did not address the difficulty the
administration will face if it pushes 1o make the tax clts permanent. But the president suggested his
bottom line in the upcoming debate will be to maintain the Lax relief package enzcted to date,

Bush reiterated his view that recession and war both justify deficit spending.

*The worst thing 1o da is, in the face of this recession, is 1o nol let people have their tax break,” Bush
caid. "1t doesy't make any economic sense. And thal's why we're not going 1o let them ... repeal this tax
{1 e

I terms of the economic stimulus plan, the president told farmers in Aurora, Mo., that he will work
with Demaocrats and Republicans to provide assistance for the unemployed. But he said he will alzo
continue to push for provisions to accelerale depreciation for equipment, give 1ax relief to low-income
warkers, and otherwise speed up tax relief.

Lindsey: Stimulus an Insurance Policy.

With many economists expressing doubt ahaut how stimulative the president's plan actually will be,
White House officials now are characterizing the proposal as an insurance plan for the U.S. economy.

Lawrence Lindsey, director of the Mational Ecoromic Council, said in comments Jan, 12 that he now
believes the preconditions for an cxpansion are in place but the stimulus package 1s still needed.

“Wie have very lean inventories -- that is usuaily the key to the beginning of an economic expansion ==
bul . what is needed is that we have an insurance policy,” Lindsey said on CNN's Novak, Hunt &
Shields, "And the insurance policy, quite frankly, i5 what the president suggested pass, the one that
passed the House twice, that was etalled in the Senate, because we shouldn't take any chances here. This
is the opportunity for the economy (o be revived. The preconditions arc there. Let's not have another
year of slow growth,”

Lindscy, who accompanied Bush on his trip to Hlinois and Missoun, downplayed a recent analysis of
{he House-passed stimulus by the Congressional Budget Office that said key provisions such as ending
the corporate alternalive minimum tax would have only a small impact at best on the economy (3 DTR G-
3. 1/8/02). Lindsey said he does not believe any changes in the stimulus package should be undertaken.

» Almost every private-sector forecast ... [has] estimated what the president proposed as being exactly
what the economy needs, as was the first tax cut,” Lindsey said. "It 15 retail sales that have held this
cconomy together. Retail sales, [ think, were the resull of the tax cut that the president proposed. What
we're proposing now to do is to extend that inte the investment side, because it is investment that 1%
lagping right now.”
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Lindsey said "there's nothing in particular” wrong with Daschle’s altemate proposals for stimulating the
economy, which include tax breaks for businesses that expand and add workers. However, he said "one-
shot" remedies usually are not effective.

“The first thing we know is that one-time, short deals dom't work,” Lindsey said in addressing Daschle's
plan. "You need long-term incentives. And what we're proposing is bringing those rates down as part of
long-term incentive. A three-year incentive 1o invest == that's a long-term incentive. Back in the 705 we
iod 1 lot of these one-shot, one-year deals, The economic evidence is clear. They don't work.”

Lindsey also suggested that the extra spending that Daschle is proposing for homeland secunity, health

and science research, and more will not be as carefully targeted as the extra spending the president will
propose for many of the same categorics in his budget.

Lindsey said OMB has subjected the spending proposals for homeland security and other arcas (o a
cost-benefit test. And even if the extra spending in the FY 2003 budget will contribute to the deficit, he
said the longer term budget outlook should be good.

"We're spending money cost-effectively,” Lindsey said. "We are going to be returning o budget surplus
in the not-too-distant future.”

3. Bush Pledges to Restore Confidence in Feonomy; President Says Success Tied to War on Terror
* The Washington Fost

The Washington Post

January 15, 2002, Tuesday, Final Edition
SECTION: A SECTION; Pg. AD4
LENGTH: 688 words

HEADLINE: Bush Pledges to Restore Confidence in Economy; President Says Success Tied to
War on Terror

BY LINE: Mike Allen, Washington Post Saff Writer

DATELINE: AURORA, Mo,, Jan. 14

BODY:

Unveiling his sccond-year economic agenda in stops at farm towns along the Mississipm River,
President Bush promised today to restore Americans’ con fidence in the listless economy. He
acknowledged, however, that a full recovery depends on making people feel safer from terrorism.

Bush said a comerstone of his plan is to preserve the fax cuts that are scheduled to be phased in between
now and Dee. 31, 2010, even as Sen. Edward M. kennedy (D-Mass.) plans to launch a drive on
Wednesday to roll them back.

Several elements of Bush's § 1.35 inllion tax cut are not scheduled 1o take effect until the final year,
ineluding the estate tax repeal and the full 3 1,000 child tax credit. Bush has said he considers any
postponement of the later phases o be a tax increase, "Now, there's going to be a debate when we go back

1o Washington about tax relief,” Bush sad this meming at a John Decre tractor factory in East Moline, 1L,
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*But I've made up

my mind. The tax relief plan we passed, which vou're now beginning to feel the effects of, 15 going o
e permanent.”

In fact, the entire tax cut package is scheduled to expire in 10 years, although many analysts predict that
a future Congress and president will extend ils main components.

Bush's reference to a coming debate was a shot at Kennedy, who plans to give a speech Wednesday al
the National Press Club in which he will call for postponing tax cuts scheduled to take effect in 2004 and
beyond. A congressional source said today that Kennedy will argue those parts of the fax cul package
=averwhelmingly benefit the wealthy.”

Kennedy estimates that his proposal would save the government § 350 billion over the | (- year period.
The senator will propose that the savings go o increased funding for education, a prescription drug
henelit for Medicare and protection of Social Security.

Bush, however, told farmers af a feed mill kere that a erucial way to stimualate growth during a recession
is 1o let people keep more of their own money. “That's Economics 101 - except, it sounds like some of
them hadn't taken the course in Washington,” he said.

Still. Bush lavished praise on Kennedy, crediting him with helping win passage of the education bill
signed last week. "Never did | dream that 1 would say good things about him,” Bush zaid today, drawing
laughter, "Never did he dream that I would say good things about him.”

Bush, expressing concern for workers who have lost their jobs or fear they will, announced a five-point
plan that highlights the economic aspect of all his other domestic priorities: homeland security, education,
trade, energy and an economic stimulus package that includes a speeding up of tax cuts scheduled to take
effect over the next decade.

Alluding to the war on terrorism, he said: “ Al this moment in history, the best thing [ can do, along with
my adminisiration, in order to build the confidence of the American people, is 1o prevent the evil ones
from hitting us agan,”

At the earlier stop in llinois, Bugh said there 15 “no question the attacks on America on 9.11 have
affected our confidence.”

"But the more the American citizen realizes that our federal government, in combination with state
government and local authorities, are working day in and day out to prevent any other kind of attack,
confidence will petumn,” he said.

The president turned his eye unabashedly toward 2004 as he opened a wo-day trip, mesting with lowa
political leaders and stopping in several swing states. Bush's appedrances now feature campaign-style
panmers saving "Working for Amenca.”

The trip was designed partly to reassure farmers who were dismayed by the administration’s decision
last year to stick with its free enterprise principles and oppose a farm bill that would have continued hefty
subsidies, Bush said he will support a bill that s "generous and affordable.”

Bush found a way to make his call for open markets palaiable here in the Farm Belt, Referring to the

Russian president, he said, "We've got 1o get my friend [Vladimir] Putin to be buying John Deere
products.”
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4. Envon Tax Stratepy Opposed by Clinton Draws Attention of Government Officials * THE
WALL STREET JOURNAL

THE WALL STREET JOURNAL

January 15, 2002
Politics & Policy
Enron Tax Strateey Opposed by Clinton Draws Attention of Government Officials

By JOHN D, MCKINNON
Staff Reporter of THE WALL STREET JOURNAL

WASHINGTON -- Government officials are examining whether Enron
Corp.'s extensive use of a controversial tax sirategy, once apposed by the
Clinton administration, contributed o its financial problems.

The tax strategy drew fire in 1996 and 1997 as a potentially improper way
to reduce laxes while masking company debt, Initially, it promised a kind
of accounting alchemy. It allowed a company to borrow maney from a
subsidiary and treat the transaction as debt thal generates interest
deductions for lax purposes -- but as equity for its shareholders.

Rut the Clinten administration failed to get Congress to block it, and the
Internal Revenue Service dropped o legal challenge 1o Enron's use of the
strategy, known genenically as "trust-preferred securilies.” The strategy has
been widely marketed and used: Goldman Sachs Group Ine. pioneered the
product with an investment known as MIPS, or Momthly Income Preferred
Shares or Securities. Other firms quickly followed with similar products,
with different names and slightly different forms.

A spokeswoman for Goldman said the company underwrote an early
Enron MIPS deal but, in general, has had linle involvement with the
company. As the sirategy was initially marketed during the 1990s, a
corporation typically formed a subsidiary that issued prefemed shares
paying a fixed, regular amount 1o investors, The subsidiary then lent the
proceeds 1o the corporation.

For tax purposes, the corporation could

deduct interest paid on the debt, arguing that

the preferred shareholders owned the
subsidiary. But for financial-accounting purposes, the corporation could
arzue that it controlled the subsidiary; hence, 1 could treat the loan more
like an asset.

Defenders of the strategy said that in recent years, tighter accounting rules
have required clearer disclosure of the debt on a company's books,
although certain aspects of the strategy still carry advantages over
conventional loans for purposcs of ratings agencies.

The Houston energy-trading firm didn't respond to requests for comment
Q1172002
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an its use of the strategy, which became hugely popular with banks,
insurance companies and utilities, amang others. One advantage is that
such arrangements often allow interest payments 0 be deferred for five
Yeiurs,

But the deals initially raised red flags among regulators. The Clinton
administration asked Congress in 1996 and again in 1997 to limit the
strategy’s Use in many situations. Securities firms and businesses lobbied
intensely to defeat the proposal, The Internal Revenue Service challenged
Enron's use of it with two subsidiaries: Enron Capital LLC, a Turks and
Caicos entity, and Enron Capital Resources LP, a Delaware limited
partnership. [n both cases, the [RS didn't allow Enron to take the interest
deductions.

Enron responded in Apnl 1998, filing a petition in the U.S, Tax Court 10
averiurn the IRS's decision. The litigation became the fest case for the
investments and briefly roiled the financial and accounting industries.

*The case will be closely watched because the MIPS structure has been
used by taxpayers to raise billions of dollars in capital that is meant to be
ireated as debt for tax purposes but not entirely as debt by ralings agencies
such as Moody's and Standard & Poors,” accounting firm Emst & Young
LLP wrote to its clients in June 1998, A number of observers predicted
the TRS would fail in its challenge. The IRS eventually conceded the key
ecues in the Enron case and issued technical advice to taxpayers allowing
use of trust-preferred transactions to justify deductions in many
circumstances. The ruling was “likely an outgrowth of the favorable
cetrlement in Enron v, Commissioner,” Emst & Young wrole.

Energy price swings and the company's use of off-balance-sheet
partnerships appear to have contributed substantially to Enron's problems.
But government officials also are interested in Enron's usc of
wrust-preferred products. They said that at least $900 million or so shows
up in the company's latest annual report, Ed Kleinbard, a lawyer in New
vork who assisted the Securities Industry Association in responding 1o

IRS audits of companies that used the wust-preferred vehicle, said that in
tive current regulatory environment, use of the trust-preferred strategies is
legitimate. "1 don't think of this as an example of the system gone awry," he
said.

- Michael Schroeder contributed o this article,

5. Pensions: GRASSLEY EXPLORING PROTECTIONS FOR RETIREMENT PLAN
PARTICIPANTS * BNA

The Bureau of National Affairs, Inc..
Daily Tax Report
January 15, 2002, Tuesday
10 DTR G-2 (2002)
LENGTH: 600 words
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SECTION: TAX, BUDGET & ACCOUNTING

TITLE: Pensions: GRASSLEY EXPLORING PROTECTIONS FOR RETIREMENT PLAN
PARTICIPANTS

TEXT:
Sen, Charles Grassley (R-lowa], ranking member of the Finance Committee, said Jan, 14 he is
pursuing whether Congress should lighten up protections for retirement plan participants in light of Enron
Corp.'s collapse.

Millions of taxpayers have hundreds of billions of dollars invested in employer-sponsored relirement
plans that receive favored treatment under the federal tax code, Grassley noted in a news release.

*The Committee on Finance has the pnimary responsibility, under its jurisdiction, for making sure
refirement plans comply with the tax code and other laws,"” he said. "Our committee also has the
responsibility to fix any weaknesses that might leave retirement plan participants in trouble if their
employer goes under.”

While all the details of the Enron retirement plans are ot yel known, Grassley said, some arcas already
are emerging as targets for screliny.

Five Areas Targeted.
Specific arcas Grassley is looking into are:

- Company Stock. Under current rules, a company can restrict a retirement plan participant from
selling the match received in company stock through an employee stock ownership plan. Enron
employees' company stock matches were restricted, Grassley noted. The senator said he is researching
whether employees should be able to change this investment choice prior to an arbitrary age.

- Mandated Purchases of Company Stock. Current law allows a plan sponsor to compe! employees to
purchase up to 10 percent of employer stock as a condition of participating in a 401(k) plan. Grassley said
he thinks this ule should be eliminated.

- Fiduciary Rules, These rules ensure that companies propeely invest and handle retirement plan
meney, including spending the money for the exelusive benefit of their employees. Grassley said he
wants 10 learn whether Enron officials violated their fiduciary duties and, in general, whether Congress
should change the existing rules.

— Black-Outs. A black-out or lockdown occurs when a plan is shut down for a period of time 1o allow,
for example, change 1o another plan administrator. Enron had such a black-out, althou gh the length of
time is disputed, Grassley said. The senator zaid he wants to get the facts on this because it may coincide
with the decline in the company’s stock value.

- Mandated Diversification of Stocks in Retirement Plans. Some legislation has been introduced 10
mandate that employees hold no more than a certain percentage of stock in their 401(k) plan.
Diversi fication in one part of the plan should indicate thal all investments should be mandated, Grassley
said. He added that he has an open mind, but thinks mandates are nol desirable nor particularly feasible.
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Grassley said he is pursuing these ideas with expens from outside groups and agencies such as the
Treasury Department, the Labor Department, and the Pension Bencfit Guaranty Corporation.

"The tax code smiles on retirement plans, for good reason,” Grassley said, "Tax breaks encourage
employers to sel up relirement plans and employees to lake part in those plans. If employers find it casy
1o break the rules, then Congress has to rewnite the rule book. Otherwise, employees Counting on a secure
retirement might be left out in cold.”

In addition to the retirement plan track, Grassley said he is part of an effort to look into whether Enron
used certain tax vehicles that might have masked the company's financial condition.

Text of Grassley's news release is in BNA TaxCore.
6. U.S. Loses Trade Case to Europeans on Offshore Tax Havens * The New York Times

The New York Times

January 15, 2002, Tuesday, Late Edition - Final
SECTION: Section C; Page |; Columnn 2; BusinessFinancial Desk
LENGTH: 690 words
HEADLINE: U.S. Loses Trade Case to Europeans on Offshore Tax Havens
BYLINE: By DAVID E. ROSENBAUM with ELIZABETH OLSON
DATELINE: WASHINGTON, Jan. 14

BODY:

The United States lost its final appeal today in a dispute with Europe over tax policies. The ruling is
considered all but certain to renew trans-Atlantic trade tensions and could cost American companies
billions of dollars in higher taxes.

Affirming earlier rulings, an appeals panel of the World Trade Organization, the Geneva-based group
that regulates trade, held that the offshore tax havens allowed by United States tax law amounted 1o an
illegal wrade subsidy and must be scrapped. The dispute between the United States and the European
Union over tax havens has been going on for years, but negotiations were suspended while the case was
before the appeals board.

Robert B, Zoellick, the United States trade representative, said that today's ruling was not unexpected
but that he was "disappointed by the outcome.”

wWe will be consulting closely with Congress and affected U_S. interests regarding next steps,” he
added.

The next step is for a W.T.O. arbitration panel to determine the level of trade sanctions the Europeans
will be allowed to impose. That will probably occur in April.

Under Americar law, exporters can avoid paying laxes on some OVErscas sales by channeling profits
through subsidianes in places like Guam and the Virgin Islands. This saves American companies ==
including giants like General Eleclric, General Motors, Microsoft and Boeing -- more than $4 billion a
year in taxes,
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In dollar terms, that makes this the largest trade case in history.

The European Union contends that the tax breaks give American exporiers an unfair edge in
inernational commerce, The United States holds that the tax advaniage is no greater than comparable tax
breaks in Europe. European companies, for example, do not have to pay value-added taxes on exported
goods. There is no difference between the Clinton and Bush administrations’ positions on the issue.

Many academic tax experts have argued for years that it was bad policy to lower companies’ 1axes
simply because they have subsidiaries overseas. But lawmakers have accepted the argument that tax
havens are necessary to allow American companies to compete in international trade, and the law has
strong support in both parties in Congress.

Companies will continue 1o receive the breaks unless the law is changed.

United States trade authoritics say they think that the European Union brought this case primanly oul of
bitterness against Washington for using the W.T.0. 1o pry open European markets for bananas and
hormone-treated beef. But European officials say that is not the case, and they point in particular to the
advantage the tax break gives Boeing in its competition with the European consortium Adrbus [ndustne
for global aircrafl sales.

The W.T.0O. first ruled against the United States in February 2000. In response, Congress tinkered with
the law that fall, But the European Union said the new law was no better than the old one, and last
August, the World Trade Organization agreed. Today's ruling came on an appeal of the decision last
August.

“Now it is up to the U.S. to comply with the W.T.0.'¢ findings to settle this matter once and for all,”
said Pascal Lamy, trade commissioner of the European Union.

The Europeans have threatened to impose tariffs as high as 100 percent on a broad list of American
goods including iron, steel and aircraft. If that were to happen, the United States would surely retaliate
with stiff sanctions of ils own.

But few people who follow trade matters expect an all-out trade war. "Trans-Atlantic trade is so vast
and so beneficial that neither side can afford a breakdown,” an American trade official said today.

The issue, therefore, is what concessions Washington will have to make to mollify the Europeans and
comply with world trade rules.

“The United States respects its W.T.0. obligations, which serve America's interests,” Mr. Zoellick said,
mand we intend to continue to cooperate with the E.U. in order to manage and resolve this dispute. This is
an especially sensitive dispute that, at its core, raises questions of a level playing field with regard to lax

policy.”

7. WTO Rules Against U.S. Tax Breaks, Opening the Way for EU Retaliation * THE WALL
STREET JOURNAL

THE WALL STREET JOURNAL

January 15, 2002

Business and Finance - Europe
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WTO Rules Against U.S. Tax Breaks, Opening the Way for EU Retalintion

By GEOFF WINESTOCK and NEIL KING JR.
Siaff Reporters of THE WALL STREET JOURNAL

WASHINGTON -- The World Trade Organization ruled against a U.S.
law that gives big 1ax breaks to American experters, a decision that could
open the way for the European Unian to impose billions of doliars in
retaliatory duties.

An appeals panel of the Geneva-based WTO ordered the U.S. to repeal

€4 billion of tax breaks for American exporiers whao operate through
ofTshore subsidiaries, or face possible sanction. If the U.S. fails to comply,
the matter goes 1o an arbitration panel, which would set the level of
penalties the Europeans can impose. U.S, trade officials said April is the
earliest that the new duties could be imposed.

Sg far. the Bush administeation has shown linle desire to amend the law o
gase European concerns.

The EU faces the difficult decision of how to exploit its victory. Few
expect swift retaliation no matier what the arbitration board decides.

Analvsts say the EU is likely to use the decision as leverage 1o make the
11.5. moderate its policies in other areas, especially a possible move by
President Bush to impose protective taniifs on foreign steel imports.

“There {5 no reason for the Europeans to rush
for retaliation,” Gary Hufbauer, a irade
specialist at the Institute for International
Economics in Washington, said. "This is an
important bargaining chip, but for now the EU
is likely 1o hold it in reserve.”

If the U.S. imposes a new set of steel tariffs, a
decision Mr. Bush must make by early March, the EU could respond with
dutics on selected U.S. goods from steel-producing states such as
Pennsylvania or Indiana, Mr. Hufbawer said.

.S, Trade Representative Robert Zoellick said the administration was
"disappointed,” but not surprised by the ruling.

*This is an especially sensitive dispute that, at its core, raises questions of a
level playing field with regard to tax policy,” Mr. Zoellick said in a written
statenient.

The decision, however was welcomed by European Trade Commissioner
Pascal Lamy, who called on the U5, to comply rapidly with the WTO's
findings.

All signs pointed 1o continued discussions on the issue between
Washington and Brussels, though the atmosphere could get chilly very
quickly if Mr. Bush moves to protect the U.S. steel industry.
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U.S. companies have much at stake, particularly General Electric Corp.
and Boeing Corp., the biggest beneficiaries of the tax-break program. The
Clinton administration sought to revise the so-called foreign sales
corporations program in 2000, after the WTO made a preliminary ruling
that the program violates rules that outlaw export subsidies and distorts
warld markets. But lobbying in Congress produced a law that handed even
bigeer breaks to ULS. exponiers,

Meanwhile, the European Commission, the ELPs exccutive arm, has staked
ite credibility on the case and has received support from some European
companies, especially Airbus, which argues that the tax breaks help its
archrival Boeing.

But many European companies are ambivalent about the LS. tax breaks
because they have subsidiaries in the 1.5 that benefit from them.
European consumers will protest any trade sanctions that make goods
there more expensive. The EU also wanis to aveid a spat that could make
it hard to cooperate closely with the U.S. in completing the new round of
world trade talks that was launched last year.

Some ELJ member governmenis, such as Belgium and Spain, are also
reluctant 1o press 100 hard on the issue because the U.S. is threatening to
take action against tax breaks for their companies, which the U.S. says arc
also in breach of world trade rules.
8. EU Says WTO Rejects U.S. Tax Law, Permitting Sanctions Claim * Bloomberg

BLOOMBERG

January 14, 2002
EU Says WTO Rejects U.S, Tax Law, Permitting Sanctions Claim

Geneva, Jan. 14 (Bloomberg) - The European Union said it won World Trade Organization clearance
to impose trade sanctions against U.S. companies after the WTO ruled that a U.S. tax break violates
global export-subsidy rules.

The 15-nation EU must now decide whether to press for as much as §4 billion in damages, which
would be the highest in the WTO's seven-year history. The case affects hundreds of exporters including
Boeing Co., Microsoft Corp., Eastman Kedak Co., Archer Daniels Midland Co. and General Electric Co.

**Going down the road of retaliation is in no-one's interests,” says John Weekes, former Canadian
ambassador to the WTO who now chairs the trade practice of APCO, a public affairs company. ~It's
incumbent on them both to find a solution.”

The threat of European sanctions adds o trade tensions at a time when the economy on both sides of
the Atlantic is slowing. The EU is also seeking to head off U.S. quotas and tariffs on steel imports, while
the U.S. it considering 2 WTO complaini against European restrictions on genetically modified foods.

"“We have made a point of handling this disputc in & very reasonable manner,” EU Trade

Commissioner Pascal Lamy said in a faxed statement. ~"Now it is up to the U.S. to comply with the
WTO's findings.”

011772002

00800000001110



RE: IN THE NEWS: 1/15/02 Page 15 of 37
Sanctions
The WTO is expected to rule around the end of March on the final level of sanctions that the EU could
apply. The ELl has argued that §4.04 billion is the size of the tax law's application to U.5. companies’
global exports, not just to the share that go 1o Europe.

Richard Mills, spokesman for U.S. Trade Representative Robert Zoellick, declined to make an
immediate comment, saying the Bush administration will put oul a statement “soon.”

U.S. officials have said that they would oppose any sanctions award of that size, Zoellick last year gaid
the penalties would be like a "“nuclear bomb" on the U.S. trade relationship with the EU.

A WTO dispute panel found last August that even afier an overhaul, a 10.5. law that allows companies
10 shield income from taxes on a range of sales is an illegal export subsidy to hundreds of companics.

Several LS. lawmakers, including California Republican Bill Thomas, who chairs the tax-writing
House Ways and Means Committee, have said they would prefer to move to a "territorial" system such as
Europe's. That would mean that only domestic eamings are
subject to tax, although certain foreign profits are taxed.

Global Taxes

All U.S. taxpayers - including foreign and domestic companies -- are eligible for tax breaks under the
revised law, allowing them to protect much of their income eamed outside the country from U.S. tax, as
long as they have paid tax overseas on

their carmnings.

Currently, the U.S. employs a "global” tax system, in theory subjecting company eamings all over the
world to tax. U.S. law then excludes some categories of eamings, a pelicy the WTO said was illegal.

The new law, known as the Extraterritorial Income Act, was passed in November 2000 after the U.5.
missed an earlier deadline. [t replaces the original Foreign Sales Corporation law.

Kenneth Dam, U.S. deputy Treasury secretary, said in November the ruling sets a standard for taxing
corporate income eamed abroad that calls into question the ax systems of many countrics, including
those in the ELI

9. IRS Tax-Shelter Victory Won't Be Overturned by U.S. High Court * BLOOMBERG

BLOOMBERG

January 14, 2002
[RS Tax-Shelter Victory Won't Be Overturned by U.S, High Court

Washington, Jan. 14 (Bloomberg) -- The U.S. Supreme Court staved out of a battle over corporate 1ax
shelters, rejecting an appeal by a real estate company accused of trying to dodge the Intermnal Revenue
Service by diverting loan payments overseas,

The high court action is a boost to the IRS, which su fTered courtroom sctbacks recently on its claims
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Q0800000001111



RE: IN THE NEWS: 1/15/02 Page 16 of 37

that Compag Computer Corp., United Parcel Service Ine. and American Home Products Corp. used
illegal tax shehters, The agency says such shelters arc a multibillion-dollar problem.

The justices left intact a $1.2 million assessment against Del Commercial Froperties Inc., a Canadian
company that manages U.S. real estate. The Bush administration urged the cour not (o hear the
company's appeal.

Courts *"have had no problem disposing of taxpayer claims in cases such as the present one, in which
there is a transparent lack of nontax business purpose,” the government argued.

A federal appeals court in Washington upheld the assessment. That ruling ""may cripple tax
planning,” Del Commercial contended in its unsuccessful appeal.

** A basic premise of modem corporate finance is the use of numerous steps and/or intermediaries in a
transaction with an underlying commercial purpose in order to reduce or eliminate tax liability," said the
company, which hired Harvard law professor Laurence Tribe to make its case at the high court.

The fight centered on S14 million in loans made by Royal Bank of Canada to one of Del Commercial's
Canadian parent companies in 1990. The IRS says that money was immediately passed through four
affiliates before landing in Del Commercial's accounts.

Del Commercial repaid much of the money, plus interesl, to the Dutch affiliate that was the last o
touch the loan money.

The IRS says that was a ruse designed to avoid the duty of U.5. taxpayers to withhold taxes owed by
their foreign lenders. A treaty in effect at the time exempted lenders based in the Netherlands from those
taxes.

The case is Del Commercial Properties v. Commissioner of
Internal Revenue, 01-681.
10. THIRD-PARTY DESIGNEE BOX ON NEW FORM 1040 AVAILABLE * Tax Notes Today

Tax Notes Today

JANUARY 15, 2002 TUESDAY
DEPARTMENT: Official Announcements, Notices, and News Releases; IRS News Releases
CITE: 2002 TNT 10-13
LENGTH: 298 words

HEADLINE; 413 2002 TNT 10-13 THIRD-PARTY DESIGNEE BOX ON NEW FORM 1040
AVAILABLE. (IR-2002-04) (Release Date: JANUARY 14, 2002) (Doc 2002-1096 (I original page))

The IRS has announced (IR-2002-04) that 1axpayers can enable the IRS to talk directly with a third parny
1 correct mistakes, such as simple math errors and data omissions, during the processing of the
taxpayers' returns by selecting the third-party designee box on the new Form 1040, The third party will
aleo be able to discuss the status of a refund, payment, or other notice with the [RS. The designation,
however, does not eliminate the need for a Power of Attomney for issues dealing with examinations, under
reponed income, appeals, and collection notices.
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11. The Widows Triumph * THE WALL STREET JOURNAL

THE WALL STREET JOURNAL

January 15, 2002
Review & Outlook
The Widows Triumph

Ever have one of those days where vou roll out of bed, gulp your black
coffec and pump yourself up for the big fight you know is coming? Well,
with the Internal Revenue Service preparing to pursue the taxable estales
of foreigners who lost their spouses on Seprember 11, we were ready to
rumble.

And then Congress surprised us, and probably even itself, and did the right
thing.

The surprise is the Victims of Terrorism Tax Relief Act, and actually it
wasn't totally the right thing. But we'll get back to that below. As these
columns first reported when we wrote about the case of Lucy Thompson
on October 12, .S, estate-tax law lacks a spousal exemption for
foreigners. This made widows and orphans juicy targets for the [RS to
pounce on whatever cash and assets the victims of September 11 had left
them. If the numbers add up the way we've been told, Congress has now
eranted them a reprieve.

Congress did this by extending to those who were killed on September 11
the same special tax treatment granted 1o soldiers whao fall in the line of
duty. Though not designed with the forcign widows and widowers in mind,
these people have nonetheless received a huge assist. That's because the
new law grants the special 1ax status 1o the estate of the deceased, 5o the
spousal exemption doesn't really matter,

The math iz extremely complicated, and involves tax treaties with difTerent
countries. But we're told it works out to shielding the first 38.5 million from
federal tax in the absolute best cases (for those foreigners living here) to
$600,000 in the worst (those nonresident). Even in the worst case, that is

10 times the protection they would have received otherwise, with much
lower tax rates. As such it brings a special measure of mercy for the
hundreds of foreizn families who lost loved ones on September 11,
including 53 British, 24 Jupanese, 17 Mexicans, 18 Koreans and many
dozens of others who still have mortgages and college tuitions to pay as
they try 1o keep their families together.

OF course, the simplest and more humane solution would have been to
ahalish the estate tax, which is scheduled for extinction anyway, though not
before 2010 and then for one year. That's precisely what Washington
Representative Jennifer Dunn proposed in her Widows of the World

Equity Act.
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But that would have required more compassion than politicians can muster
at one sitting. In fact, Congress seemed ready to consider any kind of
relief, including making all of the dead 11.S. citizens, rather than repeal the
estate tax. And before we praise the Members of Congress too much, no
doubt the fear of special publicity that would have focused on the
September 11 widows was part of their motivation.

Then there is the twisted moral logic of carving out just this estate-tax
exception. A British woman living in America whose husband was killed in
the World Trade Center attacks can now collect whatever was lefi behind
without fear of the IRS. But 2 British woman whose hushand is killed by,
say, a drunk driver or heart attack still faces an estate tax on her assets
starting at as little as 560,000 (foreigners don't get the U.S. minimum
exemption of $1 million) with confiscatory rates of up to 55%. The IRS
philosophy here is that it's all their money, and that a forcign spouse might
up and leave the country before the IRS gets its share.

The case of the Seplember 11 widows illuminates that the real objection to
the estate 1ax is moral. It is a political grab for assets on which taxes have
already been paid once, if not twice. The spouses of September 11 may
be catching a deserved break, but the real solution is to abolish the estate
tax for everyone forever.

12, Tax Credit Misses Some Eligible ® Associaled Press

Associated Press

01/1472002

Tax Credit Misses Some Eligible

By LAURA MECKLER

Associated Press Wniter

WASHINGTON (AP) -- About 4.3 million taxpayers who were eligible for a tax
credit aimed at the working poer did not claim it in 1999, congressional
auditors reporied.

That adds up to a 75 percent participation rate in the eamed income tax

credit program, better than programs such as food stamps and Medicaid that
are available to many of the same people.

The eamed income tax credit, expected to cost 330 billion this year, is one

of the federal government's largest programs aimed at helping low-income
Americans. Available only to the working poor, the eredit enjoys hipartisan
support and has been expanded several times in recent years.

The new report by the General Accounting Office found that parents with one
or twa children were most likely to claim the credit, with more than 90
percent taking advantage of it.

Only 45 percent of adults without children claimed the credit, and only 63
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percent of those with three or more children did so.

The GAO could not explain the differences in participation rates, saying they
may be a result of data collection problems

in the sample examinced or may be

real.

Rep. William Coyne, D-Pa., the top Democrat on the Ways and Means oversight
subcommittee, who requested the report, plans to ask GAO for further
research.

"We are very troubled by it," said Matt Dinkel, Coyne's spokesman.

There are a varicty of reasons why people who are eligible for the tax credil

do not ¢laim it, said John Wancheck, who runs an outrcach campaign on this
tax credit for the Center on Budget and Policy Priorities.

Among them, he said, are thal families aren't aware of it, sometimes because
they eam too little to be required to file a federal tax return. There also

are foster parents and grandparents who may not realize that they may claim
the children they care for when calculating eligibility for the credit.

The EITC, created by Cengress in 1973, is refundable, meaning that even if a
taxpayer owed no income tax they can get a govemment check by claiming the
credit. About 86 percent of claims represent this form of direct cash help.

But the credit is difficult to compute and always has been plagued by crrors.

In 1997, the IRS found that 25.6 percent of more than $30 billion in claims
mehould not have been paid” due to mistakes or fraud. About 20 million

taxpayers made EITC claims that year.
13. Sweeping new law might make 2002 a good year for finances * Houston Chronicle Publishing

Company

The Houston Chronicle

January 14, 2002, Monday 2 STAR EDITION

SECTION: BUSIMNESS; Pg. 3

LENGTH: 853 words

HEADLINE: Sweeping new law might make 2002 a good year for finances

SOURCE: Tribune Media Services

BYLINE: GARY KLOTT

BODY:

NOW that 2002 is well under way, i's an opportune time to consider what you might do for the rest of the

year to improve your financial life.

Early planning is always essential to achieve sizable tax savings. But it's especially important this year
01/17:2002
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because of the sweeping tax law changes that 1ok effect Jan. 1. Most of the major new benefits from the
Tax Relief Act of 2001 start to phase in this year. Here are some strategies to help make the most of the
new law benefits and otherwise save on taxes in 2002 and beyond.

Keep close tabs on your income levels: The key to qualifying for many of the new law's breaks i to find
ways to hold down your "adjusted gross income." Most of the new or expanded henefits are phased out
for individuals with adjusted gross incomes above certain levels.

Included are the child tax credit, retirement savings credit, the new college tax deduction, Coverdell
Education Savings Account, adoption credit, student loan deduction, IRAs and the camed income credil.

Careful timing of investment sales may prove critical if you're bordering on the income limits for a
valuable benefit you hope o claim. In some cases, you'll want to try to avoid realizing large investment
gains in years in which you expect to reap substantial benefit from some income-contingent breaks,

Employees can reduce their adjusted gross income by taking advantage of their employer's 401(k) plans
and "fexible spending arrangements™ for health-care and dependent-care expenses,

Shelter more: The new law gives most individuals the opportunity to shelter much more of their income
in retirement and education savings accounts, where your money can grow and compound fuster than if
part of the eamings were taxed away each year. The contribution limits for IRAs, self-employed
retirement accounts, employer-sponsored plans and education savings accounts have been sharply
increased, h

Defer income: Deferring income through the use of retirement accounts and deferred-compensation plans
will not only postpone the tax liability for years but also may make the income eligible to be taxed at a
lower rate in the future. Tax rates above the 15 percent tax bracket are scheduled to drop in 2004 and
again in 2006.

Think taxes in daily financial life; Whenever you make a financial move, consider the tax aspecis. In
some cases, how you arrange the financial transaction can greatly affect your tax bill.

Charitable contributions are a prime example. How much of a tax benefit you'll receive for your
charitable donation will depend not enly on the amount of your contribution, but also on the type of gift
you make, While cash may be the most common form of charitable gift, you'll save more in taxes if you
donate stocks or other investments that have increased in value. So long as you've owned the sharcs more
than one year, vou'll be eligible to claim a charitable deduction for the current market value of your
donated shares. In addition, you'll escape capital gains tax on the appreciation.

Securities sales: 1f you plan to sell off part of your holding in a particular stock or mutual fund, the form
of your "sell order” can have a significant impact on your tax bill. If you acquired the shares al different
times and prices, you may be able to minimize the capital gains tax bite by designating in your sell order
which specific shares to sell, For instance, you could minimize your taxable gain by instructing your
broker or mutual fund to sell the shares you acquired at the highest prices. If you don't identify which
specific shares are to be sold when you place your sell order, the RS will make you use on your tax
return a much less favorable method for determining which shares were deemed sold.

Consider larger tax implications: Before making any tax move, be sure to consider all the ramifications.
Not every tax benefit is worth pursuing, For example, parents who plan to take advantage of the expanded
education savings account to save for their child's college education need 1o consider the potential impact
on their child’s eligibility for financial aid in college. Middle-income families could lose more in financial
aid than they'd save in taxes from setting up an education savings account in their child's name. In
determining how much a family can afford to contribute to the cost of college, financial aid formulas
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count assets held in a child’s name much more heavily than assets in the parent's name.

Alternative minimum income: Higher-income individuals should pay close attention to their vulnerability
to the allemnative minimum tax, or AMT, which inflates the tax bills of people who are able to make use
of various tax breaks to slash their regular tax liability below certain levels. The number of taxpayers
affected by the AMT is projected to double this year and continue to grow at a rapid rate in the years
ahead, partly because of the new law's reduction in the lop fax rates,

Knowing whether you're likely to be hit by the AMT is important because strategies lo minimize or avoid
the AMT are much different than you'd normally employ.

14. Changes to 403(b) plans help teachers save for retirement * USA TODAY

USA TODAY
Janvary 15, 2002, Tuesday, FIRST EDITION
SECTION: MONEY, Pg. 3B
LENGTH: 790 words
HEADLINE: Changes to 403(b) plans help teachers save for retirement
BYLINE: Sandra Block

BODY:

Much has been said about the misplaced priorities of a society that rewards mediocre baseball pitchers
with multimillion-dollar contracts while public school teachers cam less than § 50,000 a year. Less has
been said ahout the raw deal teachers get when it comes to saving for retirement.

Like private-sector workers with access to a 401(k) plan, teachers can arrange fo have a portion of their
salarics deposited in a retirement savings plan, known as a 403(b). Money contributed to a 403(b) sn't
taxed until it is withdrawn, usually when the plan owner retires. But 403(b) plans, which are offered to
teachers and other non-profit workers, have been dogged by high expenses and C-minus performance.
And even teachers with doctorates have been baffled by the Maximum Exclusion Allowance, a
complicated set of rules that governed how much they could contribulc cvery year.

Fortunately, the Economic Growth and Tax Relief Reconciliation Act contained some big changes in
403(b) rules, effective Jan, 1. Among the major reforms:

* Higher contribution limits. Like savers in 401(k) plans, most teachers will be able to contribute up to
$ 11,000 to their 403(b) plans in 2002. Teachers who are age 50 or older will be able to contribute up 1o %
12,000 in 2002, under a "catch-up" provision designed to encourage older workers to save.

Some educators will be able to save much more. Many state and local governments offer 457(b) plans,
another type of tax-deferred savings program, to government employees, including teachers. But in the
past, teachers who participated in a 4(3(h) plan couldn't participate. Starting this year, teachers who are
eligible for a 403(b) and a 457(b) plan can contribute the maximum to both — up to $ 22,000 in tax-
deferred savings  a year, says Barbara Perry, vice president, public retirement plans for TIAA-CREF.

* The end of the Maximum Exclusion Allowance. Some teachers may still need 1o do some
rudimentary calculations, Perry says., But most will be able to rely on the 5 11,000 limit and forget about
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the MEA, she says.

* More portability. In the past, the law barred teachers who switched to the private sector from
transferring money from their 403(b) plans into a new employer's 401(k). Likewise, workers who left
private-sector jobs to teach couldn't roll their 401(k) money into their 403(b) plans. As of Jan. 1, those
prohibitions are gone, making it easier for workers to consolidate their savings in one plan.

However, not all plans allow such transfers, so check with vour employer.
Belter refums

The reforms don't directly address one of the biggest problems surrounding 403(b) plans: a lack of
good, low-cost investment choices.

Private employers that offer 401(k) plans typically arrange for a mutual fund group or plan provider to
handle their workers' 401(k) savings. The 401(k) provider offers participanis a menu of investment
options, usually ranging from aggressive to conscrvative. Because savers are part of a large group, they
often get a break on fees.

Public school systems, by contrast, have siayed out of the investment business. While they'll arrange for
payroll deduction into a worker's 403(b), many don't want 1o select a plan provider. Instead, they allow
sales representatives from financial firms, usually insurance companies, to solicit business from their
employees. X

As a result, a lot of 403(b) money has been invested in annuities, which tend to carry much higher
expenses than no-load mutual funds. Annual fees often run as high as 2% of the amount invested.

The money is frequently invested in conservative products, which lowers the nisk but also leads 1o
lower refums.

Many contracts contain surrender and back-end fees that penalize dissatisfied workers who want to
switch plans,

Advocates for 403(b) reform say the situation is improving. Low-cost providers, such as TIAA-CREF,
are negotiating with some school districts to manage their 403(b) plans. More providers may be willing to
set up 403{b) plans now that the onerous MEA rules are gone, because it's simpler to administer the plans.

Still, some school districts need a push. If you're a teacher and are unhappy with your 403(b) choices,
talk to your administrator about adding some low-cost options.

But before you spproach your school district, do your homework. A good place lo start is
www. 403bwise.com, which was founded by two educators who were frustrated with the lack of
information about teachers' retirement plans. The site offers a 403(b) Bill of Rights, calculators and
updates on the rules governing the plans. Momingstar, the mutual fund information source, offers a good
primer on the plans at its Internet site, WwW, momingstar.com.

15. Tax breaks for college, retirement * The Bergen Record

The Bergen Record

January 13, 2002
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Tax breaks for college, retirement
By KATHLE EN LYNN
Staffl Writer

Families often face two big Ninancial challenges at the same time: saving for college tuition and saving for

retirement. The tax bill President Bush signed last summer offers help on both, with expanded tax breaks
that went into effect Jan. 1.

*"I've got clients who had children later in life," said accountant Tony Wyss of Closter. "Their children are
not starting college till the parents are near retirement age. So it's a question of saving for college vs,
saving for retirement.”

All taxpavers will benefit from lower tax rates that went into effect this year, and you don't have to take
any action to get them. But 1o make the most of the other tax breaks, you've got to ratchet up your
savings. Considering the high cost of college and retirement, that might be a good idea anyway.

Among the most useful changes:
You can protect more of your retirement savings from laxes.

Under the new rules, the yearly maximum contribution for an TRA or Roth IRA rosc this year, from
£2,000 1o 53,000 -- §3,500 for those who are at least 50 and who may need to catch up on their retirement
5AVINgs. i

"With this couniry’s savings rate being so low, that is a great incentive for people to save for retirement,”
said Peter Traphagen Sr., a certified public accountant in Oradell,

The maximum contribution for an employer-sponsored savings plan, such as a 401(k), 403(b), or 457,
rose from $10,500 to $11,000 -- $12,000 for the over-50 crowd.

You can get more tax breaks on saving for college. Families can now contribute 52,000 a year - up from
$500 a year -- to Education Savings Accounts, formerly called Education IRAs. These accounts, available
through mutual funds, banks, and brokerages, allow the money to grow tax-free if used for education
expenses.

And Section 529 college-savings plans, sponsored by the states, also became more attractive. Formerly,
the earnings on these accounts would be taxed at the student’s tax rate when taken out for college costs.
Now they're completely free of federal taxes. You can generally invest in any stale's plan, no matier
where you live or where your child ends up attending college. For more information on Section 329
plans, check www.savingforcollege.com,

“With the incredible cost of college today, [ think more and more families are beginning to save carlier,”
Wyss said.

For students who borrow 1o pay for college, the new tax law expands tax breaks for repaying student
loans. Previously, the taxpayer could deduct interest on student loans for only 60 months; now there's no
limit. And the deduction is now available to taxpayers at higher incomes, beginning to phase out at
$50,000 for single taxpayers and to $100,000 on joint retums.

Oiher 1ax breaks that affect families melude:

You can take a higher tax eredit for your children -- $600 a child, up from $500. But the credit begins 1o
phase out for families with adjusted gross incomes above $110,000 (joint return) and above 875,000
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(single).
You can leave more to vour heirs. Okay, it's hard to get excited about a tax break that you can get only by
dying. But you can leave an estate of 31 million, up from $675,000 last year, without your heirs facing
estate taxes. That exemplion is el to rise steadily over the next eight years.

"This will take many families out of 4 taxable-estate siluation,” said Wyss,

And if you want to share the wealth while you're alive, you can give more to your heirs every year
without worrying about gift taxes -- $11,000 this year, up from $10,000,

16. Tax time process clarified * Dallas Morning News

Dallas Morning News (Dallas, Texas)

January 14, 2002

Tax time process clarified

IRS affers guidance in navigating yearly ineome claims ritual
By PAMELA YTP

Most of us wish we didn't have to file a federal income tax return, but no such luck. It's an annual ritual -
like it or not.

If you're a LS. citizen or resident, the law requires you (o file a tax return.
But there are some people who don't have to meet that requirement.
Whether you must file a retum depends on your gross income, filing status and age.

Generally, if you're under 65, once your gross income hits the following amounts, the law requires you to
file a tax retum:

* §7.450 for single taxpayers.
* £0. 550 for head of houschold.
* £13,400 for married, filing jointly.

Gross income includes all income you receive in the form of money, goods, property and services not
exempt from tax.

In addition, some people believe that the elderly don't have to file a return. But thal’s not always true,
If you're 65 and older, you must file a return once your gross income hits the following amounts:

* §8.550 if you're filing single.

* £15,200 for married filing jointly.

* §10,650 for head of household,

If you tumed 65 on Jan, 1, the government considers you to have been age 65 at the end of 2001,

“The law requires you to file a return if your income is above a certain level, so cach taxpayer will pay
their proper amount of tax,"” says Venus Birmingham, a tax resolution representative at the Internal
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Revenue Service in Farmers Branch.

If you're self-employed, generally vou must file a tax return if your net eamings for the vear exceed 400,

It's very important to file a return if you have to. The government considers it a grave violation if you
don't and assesses tough failure-1o-file penalties.

The penalty i5 usually 5 percent for each month or part of 2 month that a retum is lale, but not more than
23 percent.

The penalty is based on the tax not paid by the due date without regard to extensions.

If you file your return more than 60 days after the due date or extended due date, the minimum penalty is
the smaller of 5100 or 100 percent of the unpaid tax.

You won't have to pay the penalty if you can prove that you failed to file on ume because of "a
reasonable cause and not because of willful neglect,” the [RS says.

Even if vou're not required to file a return, it may be o your advantage (o do 5o,

More than 70 percent of those who file a retum are due a tax refund, and you must file a return in order 1o
get your refund.

If you're eligible for the Eamed Income Credit, you must file a return 1o elaim it.

The credit is refundable, which means the IRS will send you a refund for any amount in excess of your
tax liability.

If you qualify for the Eamed Income Credit, you may be eligible for a credit of up to 52,428 fora
taxpayer with one child and $4,008 for taxpayers with two or more children.

If you need more time to file your return, you may get an automatic four-month extension by completing
IRS Form 4868, Application for Autematic Extension of Time To File ULS. Individual Incone Tax Refurn,

The extension will give you until Aug. 15 1o file your return.
You must request the aulomatic extension by April 15,

Remember this crucial peint: An extension of time to file your retumn doesn't give you more lime to pay
the tax you owe,

You will be charged interest on any lax owed but not paid by April 15th,

You may also be charged a late payment penally. The failure-1o-pay penalty is .50 percent of your
unpaid taxes for cach month, or part of a month, after the due date that the tax isn't paid.

If you need an extension of time to file, you may be able to avoid paying interest and penalties by
estimating how much tax, if any, you'll owe, and including that payment with your Form 4868.

17. IRS wisdom: The early filer gets to sit back, be smug * The Commercial Appeal

The Commercial Appeal (Memphis, Tv)
Jan. 13, 2002
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IRS wisdom: The early filer gets to sit back, be smug

Following are tax tips from the IRS.

Earlier is better when it comes to working on your taxes. The IRS encourages everyone to get a head start
on tax preparation. Not only do you avoid the last-minute rush, early filers also get a faster refund.

There are seven easy ways 1o get a good jump on your taxes long before the April 15 deadline rolls
around:

1. Gather your records in advance, including W-2s and 1099s. Remember to save a copy for your files.
2. Get the right forms. They're available around the clock on the IRS Web site, woww.irs.gov, in the
“Forms & Pubs" section.

3. Take vour time. Don't forget to leave room for a coffee break when filling out your tax return. Rushing
can mean making a mistake - and that can be expensive!

4, Double-check your math and Social Security number. These are among the most commaon rrors on Lax
retumns. Taking care on these numbers reduces your chances of hearing from the IRS.

5. Get the fastest refund. When you file early, you get your refund faster. Using E-filing with direct
deposit might get you a refund in as little as 10 to 15 days.

6. E-filing is easy. E-filing catches math problems, provides confirmation your return has been received
and gives you a faster refund.

7. Don't panic. If you have a problem or a guestion, remember the IRS is thers to help around the clock.
Try the Web site www.jrs.gov. Or call the toll-frec customer service number, (800} 829-1040, between 7
am, and 10 p.m. weekdays, 9 am. to 5 p.m. Saturdays until April 13.

Your filing status on your federal tax return identifies you based on your marital and Family situation,
according to the IRS. It is an important factor in determining whether you must file a retumn, the amount
of your standard deduction and your comrect amount of tax. If more than one filing status applies o you,
you may choose the one that gives you the lowest lax obligation.

There are five possible filing statuses: Single, Married Filing Jointly, Married Filing Separately, Head of
Household and Qualifying Widow(er) with Dependent Child. Your marital staius on the last day of the
year determines your status for the entire year.,

Generally, if you are unmarried, divorced or legally separated according to your state law, your filing
status is Single.

If you are married, you and your spouse may file either a joint retumn or separale refums. If your spouse
died during the vear and you have not remarried, you may still file a joint retum for the vear of death.

Generally, to qualify for Head of Household status, you must be unmarried and have provided more than
half the cost of keeping up a home that was the main home for yourself and a qualifying relative for more
than half the year, You may also qualify if you are married but did not live with your spouse at any time
during the last six months of the tax year and you provided more than half the cost of keeping up 2 home
for you and your dependent child for more than half the year.

If your spouse died during 1999 or 2000, you may be able to filc as a Qualifying Widow or Widower. To
do this, you must meet all four of the following tests:

1. You were entitled to file a joint return with your spouse in the year of death,
2, You did not remarry before the end of 2001,

011772002

00800000001122



R=: IN THE NEWS: 1/15/02 Page 27 of 37

3. You have a child, stepchild, adopted child or foster child who qualifies as your dependent for the year,
and

4. You paid more than half the cost of keeping up your home, which was the main home of that child, for
the whole year.

You can find detailed information on each filing status in Publication 501, "Exemptions, Standard
Deduction, and Filing Information,” or by using the interactive "Tax Trails" feature on the IRS Web site

at www. irs.gov. You may download forms and publications from this site or order them by calling toll
free (800) TAX-FORM (1-800-829-3670),

18. Low- to middle-income investors get tax credit * Star-Telegram

Star-Telegram (Fort Worth, Texas)
Janwary 13, 2002
Low- to middle-income investors get tax credit

There is o new federal income tax credit called the Saver's Credit, which is directed to low- and middle-
income people who invest in the government's tax-deferred investment plans.

They include individual retirement account, Roth [RA, 401(k}, 403(b), and 457 plans. The objective 15 to
encourage people to put more money in those investments to expand their retirement savings.

That can be difficult for people who are barely making ends meet. The government's incentive is to offer
a tax credit of as much as 50 percent of contributions up to $2,000 a taxpayer makes to a retirement plan
each year. Essentially, the Saver's Credit is like a matching grant that helps pay for the first 52,000 that
you invest.
Who's eligible for the Saver's Credit:

o Single people with an adjusted gross income, or AGI, of 325,000 or less.

o Heads of households with an AGI of $35,700 or less.

& Couples with an AGI of $50,000 or less.

o For married taxpayers filing jointly, each spouse is eligible for his or her own annual conlnibution

up to $2,000.

You qualify for the credit if you are 18 or over, arc not a full-time student and are not claimed as a
dependent on someone else’s tax retumn.

19. [RS, AARP offer residents free tax assistance * The Enid News and Eagle

The Enid News and Eagle (Enid, 0K)

January 12, 2001

IRS, AARP offer residents free tax assistance
By: Tippi Rasp, Staff Writer

AARP: "We do simple returns for simple people.’
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It's time to tally up taxes for another vear, and those who need free help have alternatives.

AARP will offer its 10-week tax assistance program starting Feb. 1.

Two or three trained volunteers will help prepare taxes 9 a.m. to | p.m. on Saturdays Feb. 2 through Apnl
13, at Public Library of Enid and Garfield County, and 10 am. to 2 p.m. Mondays, Wednesdays and
Fridays Feb. 1 through April 12 at Qakwood Bowl.

Vi Musser, AARP tax assistance coordinator, said the frec services aren’t just for seniors.

"It's geared primarily for seniors, but it is for anybody from low to moderate income,” Musser said,
Musser said the volunteers aren't trained to tackle difficult or complicated returns.

"I've always told people, "We do simple returns for simple people,” Musser said.

The Internal Revenue Service will offer free help for more complicated retums, with tax credits such as
Child Tax Credit, Eamned Income Tax Credit and Additional Child Tax Credit,

The IRS Taxpayer Assistance Center is open during regular office hours. Hours are § am. to 4:30 pm.
Mondays, Tuesdays, Thursdays and Fridays and 8:30 a.m. to 4:30 p.m. Wednesdays.

IRS personnel will help working parents figure three tax credits - all of which can reduce the federal
income taxes of working parents, said IRS spokesman David Stell.

"Some parents may be eligible to claim these credits for the first time,” said Stell. "Especially if there
were changes in the family such as a new child, divorce or decrease in eamnings during the past year.”

Susan Snowden, IRS revenue officer, said all tax forms and valuable information are available via the
Internet at www.irs gov <htip/fwaw.irs.gov=. Tax forms can be downloaded from the site.

The site allows users to enter earnings information for help on selecting a form, and it provides frequently
asked questions and answers.

Snowden said a number of local sites provide the public with access to free tax forms, but many of those
sites run out of forms and don’t have the opportunity to regularly restock.

The IRS office, 301 W, Maine, regularly restocks all forms.
20. City to help residents get income tax credit * Indianapolis Star

Indianapolis Star

January 14, 2002

City to help residents get income tax credit
The community effort will help low-income and Hispanic families claim the money they're entitled to.
By LK. Wall

Indianapolis aims to get an extra $5 million from Washington this year.

Not for the city government, but for lower-income residents who can claim the federal Eamned [ncome
Tax Credit.

The mayor's office has joined with the Internal Revenue Service, the Annie E. Cascy Foundation, local
banks, community groups, financial counselors and Hispanic groups to encourage applications for the tax
credit, The coalition wants to spread the word about the credit, provide free tax preparation and connect
credil recipients with financial education and new bank accounts.

The IRS estimates that 15 percent of residents who are eligible for the tax credit don't claim it. That
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means about $22 million is there for the taking,

But the local effort, known as the Eamed Income Tax Credit Outreach Initiative, has smaller dreams. It
would like to process 3,000 additional tax credit claims this year, which the IRS estimates would bring
nearly $5 million 1o Indianapolis.

Individual families can receive up to $4,008, depending on their income and number of dependents. The
IRS said the average refund in Indianapolis last year was 51,576

Expericnce has shown that people who take the eredit don't use the refund money on luxunes or frivolous
purchases,

“Folks who get the eredit help boost the economy in the city, because they don't . . . use it to go 1o the
Baharmas ™ said Lena Hackett, a local coordinator for the Casey Foundation, a Baltimore-based nonprofit
group that seeks to improve families and neighborhoods.

An initiative in Chicago found that credit recipients primarily used the money to pay off bills, then to buy
necded items.

Indianapolis’ initiative will prepare tax forms starting Feb. 1 at five sites: the Hispanic Education Center,
580 Stevens Si.: Southeast Community Service, 901 Shelby 5t.; the Hawthome Community Center, 2440
W. Ohio 5t.; the Brightwood Branch Library, 2500 N. Sherman Drive; and El Centro Hispano, 617 E.
Morth St. "

The locations were sites for the IRS' volunteer tax preparation program in past years. But the initiative
seeks 1o beef up the IRS' efforts by promoting it and adding volunieers.

"We're oul just beating the bushes right now,” said Ellen Quigley, assistant deputy mayor for policy.
Mayor Bart Peterson encouraged members of the Indiana CPA Society to volunteer. And neighborhood
groups talked about it at their meetings.

In late January, the Casey Foundation will lead neighborhood groups in distributing fliers door-to-door in
the targeted neighborhoods,

Elizabeth M. Gore, chairwoman of Martindale-Brightwood Community Development Corp., szid the fax
credit initiative would help in a tght economy.

*This is just extra money that you didn't count on that, during a time like this, would be very helpful,”
Gore said. "It would provide a surge to this community."

And Ivan Schumann, executive director of the Indianapolis Hispanic Chamber of Commerce, lauds the
effort to find bilingual volunteers to help Spanish-speaking residents claim the credit and to counsel credit
recipients and work with banks to open accounts,

"Instead of putting the $5,000 under the maniress,” Schumann said, "it will be used in the retail economy

here"
21. Miami Herald Action Line * INCOME TAXES MADE NEARLY PAINLESS

Miami Herald Action Line

January 14, 2002
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INCOME TAXES MADE NEARLY PAINLESS

Need a tax form? Have a question about changes to tax law? Want to find the nearest IRS taxpayer
assistance center?

If you have & personal computer and Internet access, you can point and click your way to trouble-free tax
filing at www irs.gov <htpu/weww.irs govi>

The IRS website offers a wealth of resources for making tax time less taxing. A user-friendly format
allows even novice Web surfers to quickly find the information they need. With the help of the site’s
interactive features, you can calculate proper withholding amounts, learn if the interest you pay is fully
deductible or determine whether you're eligible to claim the child and dependent care eredit.

The site also provides instructions for obtaining copies of prior-year tax returns and has a handy tax event
calendar. You can even get help with a particular tax question.

Millions of taxpayers visited the IRS site in 2001, downloading nearly 300 million forms, publications
and a variety of topic-oriented tax information. You can obtain:

Tax forms, instructions and publications.

The latest tax information and fax law changes.

Tax tables and rate ﬁchnliu!ns.

Publication 17, Your Federal Income Tax.

All TeleTax topics.

Answers to the most frequently asked tax questions.
A library of tax regulations.

The weekly fnsernal Revence Bulletin, which contains all the latest revenue rulings, revenue procedures,
nolices, announcements, proposed regulations and final regulations.

In addition, the IRS website offers information on the many benefits of electronic filing. More than 40
million taxpayers filed their returns electronically in 2001. It's accurate, convenicnt and cuts the waiting
time for refunds.

22. IRS Hosts Tax Credit * Newsday

Newsday
{Mew York, NY)

January 15, 2002 Tuesday NASSAU AND SUFFOLK EDITION
SECTION: BUSINESS & TECHNOLOGY, Pg. A5l
LENGTH: 631 wonds

HEADLINE: LONG ISLAND INC.;
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Wewsday Seeks Savings Through Staff Buyouts
BYLINE: Tami Luhby; Katia Hetter

IRS Hosts Tax Credit
Aowarensss Dayvs

To help parents qualifying for the camed income tax credit, the Internal Revenue Service is hosting
EITC Awareness Days at its area Taxpayer Assistance Centers tomorrow, Jan. 23 and Saturdays in
February.

Working parents with incomes under $32,121 can claim the ETTC with tax breaks up to 32,428 for one
child and up to $4,008 for two or more children, The primary requiremenis include: The taxpayer must

file a federal income tax retum; must have samings from wages or self-employment; and must provide a
valid Social Security number for each child listed on eamned income credit schedule.

The centers also assist with general tax-related issues.

Centers in Manhattan are at 290 Broadway, 110 W. 44th and 55 W. 125th streets; in Rego Park at |
Lefrak City Plaza, 59-17 Junction Blvd_; in Garden City at 107 Charles Lindbergh Blvd.; in Massapequa
in the Sunrise Mall; in Inwood at Our Lady of Good Counsel, 68 Wanser Ave.; in Hauppauge at 1180
Veterans Hwy., and in Riverhead at 518 E. Main St.

- Tami Luhby
23, Taxman cometh offering credits * New Haven Register

New Haven Register

January 13, 2002
Taxman cometh offering credits

HARTFORD - The Internal Revenue Service is advising Connecticut residents to take note of three tax
credits with the potential to reduce a parent's tax burden by as much as 3600 per chald.

The Child Tax Credit bill, the refundable Famed Income Tax Credit and the Additional Child Tax Credit
are "too valuable to overlook,” said IRS spokeswoman Dianne Besunder.

Those interested in leaming more about how the credits work who can claim them are available on the
IRS Web site at www.irs. gov <hitp:/fwaw.irs govi=.

Parents also have the option of going to the state's seven Connecticut [RS Taxpayer Assistance Centers
during Eamed Income Tax Credit Awarcness Days this month. The first of those is next Wednesday,
from 8:30 a.m. to 4:30 p.m. Another awareness day is scheduled for Jan. 23,

Taxpayer Assistance Centers are located in Bridgeport, Danbury, Hartford, New Haven, Norwalk, New

London and Waterbury.
24, In Brief * The Washington Post

The Washington Post
01/17/2002
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LENGTH: 1031 words

HEADLINE: METRO; In Brief

BODY:

VIRGINIA

Virginia taxpayers, take note:

Federal tax returns, which Virginians have mailed to Philadelphia for the past decade or so, should now
be sent to Memphis. The IRS began notifying taxpayers of the switch last week. The new address: IRS
Service Center, Memphis, Tenn. 37501,

People who file electronically - as more than a million Virginians did last year — face no change.
Taxpayers can visit the IRS Web site, www.irs.gov, to downlosd forms and publications and leam about
changes in the tax laws that might affect their 2001 return.

15 BEVERLY HILLS' LATE TREASURER MAY HAVE LEFT SUBSTANTIAL DEBRT TO

IRS ; OFFICIALS STILL TRYING TO UNTANGLE RECORDS
* St. Louis Post-Dispateh

St. Louis Post-Dispatch

January 14, 2002 Monday Five Star Lift Edition
SECTION: NORTH POST; Pe. 4

LENGTH: 542 words

HEADLINE: BEVERLY HILLS' LATE TREASURER MAY HAVE LEFT SUBSTANTIAL DEBT
TO IRS : OFFICIALS STILL TRYING TO UNTANGLE RECORDS

BYLINE: Kathie Sutin Special To The Post-Dispatch

BODY:

When Beverly Hills' treasurer died unexpectedly last year, his death left officials scrambling to find the
municipality’s financial records. Now officials are recling with the news that payments he made to the
Internal Revenue Service often were late, and Beverly Hills might owe the federal government thousands
of dollars in back taxes and penaliies,

Pervais Butt, the treasurer, had the books in his possession at the time of his death, but no one at City Hall
knew where they were, In fact, no official was aware of the true financial situation. A year later, officials
still are waiting to leamn the exact shape of the finances. Although an auditing company has been working
on straightening out the records for several months, City Clerk Langston Chambers reported (o the Board
of Aldermen last week that they had not yet been successful in untangling the mess,

City Attorney Richard Bresnahan said no money was missing. He said he did not know how much
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Beverly Hills owed the IRS or how much it had been a ssessed in penalties.

Chief of Police and City Manager Joe Collins said Butt's late payments to the IRS probably were the
result of the lagging cash flow, which aften left it short of money to meet expenses, a problem officials
gtill have.

In an interview, Chambers said the municipality had paid the IRS about 318,900 a few months ago but

added that he did not know how much more was owed. "That was the bulk of it,” said Chambers, adding
that Hochschild, Bloom & Co., the auditor, had worked to have some of the penalties reduced.

Chambers said the amount was significant because of penalties "from years past that didn't get paid." He
added that over the vears, the insurance premiums sometimes were not paid and other times were paid
late. It was all kind of messed up,” he said. "It was before I was hired. I'm kind of winging it."

The financial tangle also has cost money as the auditing fees mount. "Some months the auditor's bill is
1,400 and some months it's $2,500," Chambers said.

"If they were doing just our bookkeeping from month to month, the bill should run about 3600 a menth if
everything was in proper order,” he said, "It's a small city, and there’s not much to do. But when you start
calling back and forth and play phone tag with the IRS, the price tag goes up.”

Chambers said officials had tried to carry on after the books had been found after Buit's death but that
without knowing balances in the accounts, the tangle deepened.

*Things got messed up more,” he said. "They were already messed up, but we didn’t know it. After
several months with bills coming in and sitting around with no one knowing what to do, they got messed
up eveén more.”

He estimated Beverly Hills was about $20,000 in arrears on its bills and is struggling to catch up. He said
the amount was significant for a small municipality such as Beverly Hills.

" A5 money comes in, we kind of catch up and then we go behind, then we catch up and go behind again,"
he said.

On another matter, the board approved a $1 hike in the city's trash collection fee and adopted guidelines
fior its lateral-sewer program, which sets a $1,000 cap on the amount the municipality will pay on a sewer
replacement.

26. Federal workers are among those who owe back taxes * The Free-Lance Star

The Free-Lance Star (Fredericksburg V)

Tanuary 13, 2002
Federal workers are among those who owe back taxes

BY NOW, most of you have received your New Year's greetings from the federal government in the
shape of a 2001 Form 1040 and instruction book. It truly amazes me that the Internal Revenue Service
always beats the Christmas bills to my mailbox.

As the nation's premier tax collector, IRS collects about S2 trillion annually. Though most cilizens
comply with our tax laws by filing returns and paying taxes, some do not.
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At the end of fiscal 2001, the IRS reported an estimated $240 ballion in unpaid assessments, of which
only $22 billion was estimated to be collectible. The total reflects all types of taxes--payroll, corperate,
and indivadual.

At the request of the 1.5, House Government Reform Committee, the General Accounting Office last
year reviewed [RS records to determine the number of federal workers and annuitants who owe taxes,
how much they owe and how they compare with nonfederal taxpayers,

Using IRS data, GAO reperied that in October 20040, some 340,000 federal workers and annuitanis owed
cumulative unpaid federal taxes of about $2.5 billion. Of this amount, about 54 percent was owed by
federal annuitants and 46 percent by federal workers. GAO found an additional 85,000 federal workers
and annuitants who had not filed tax retums,

According to GAD, the taxes owed by federal workers and annuitants were almost always unpaid income
taxes. Over one-third owed taxes for more than one year, with 56 percent going back to before 1995.

While this rate of noncompliance was fairly consistent, GAO reported that annuitants owed
proportionately more in taxes than current federal workers. Much to the relief of IRS management, GAD
discovered that the ratz of noncompliance by IRS employees was lower than the rest of the federal
population--about 3 percent.

When comparing tax cempliance by federal workers and annuitants with the general taxpaying population
in 2000, IRS records showed about 5 percent noncompliance for current or retiréd federal workers as
compared to about 7 percent for their private-sector counterparts,

I was disturbed by GAO's conclusion that a significant portion, 59 percent, of the amounts owed by
federal workers and annuitants were potentially uncollectible. Some didn't have the financial resources 1o
pay or had died. But in other cases, the IRS said it was unable to locate the laxpayers--despite the fact that
they are receiving federal salzry or benefit payments.

To those federal workers and annuitants who owe outstanding tax obligations, | have a word of caution:
Treasury's Financial Management Service is looking for you. It has the power to apply a continuous levy
of up to 15 percent against your federal salary and pension payments and wants to expand its collection
efforts over the next year.

17. Tax returns coming soon fo North Ogden center * The Ogden Standard Examiner

The Ogden Standard Examiner

Jan 13, 2002

Tax returns coming soon (o North Ogden center
By DAVID TROESTER

Standard-Examiner stafl

NORTH OGDEN -- Millions of tax returns will find a new path this year through a state-of-the-art mail-
processing facility in North Ogden.

The Internal Revenue Service plans to open the facility by the end of the month, just in time to handle the
busy tax-return season. It will be located in a former Autoliv plant at 1973 Rulon White Blvd. in Weber
Industrial Park.
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Autoliv closed the 100,000-square-foot plant in August. The company sold it Dec. 31 for $3.9 million to
ARKA Properties Group of Beverly Hills, Calif. ARKA, in turm, leased the facility to the U.S. General
Services Administration for use by the IRS,

The facility will be equipped with modem air-handling ventilation systems to ensure safety for cmployces
in the wake of recent anthrax scares.

"Should there be any issue that occurs when somebody opens up an envelope, for example, you can
immediately shut down the ventilating systems in that area so that it limits any exposure,” szid Bob
Wenzel, IRS deputy commissioner in Washington, D.C. Wenzel served as director of the Ogden [RS
sarvice center from 1986 o 1992,

During peak months from February through mid-June, the new mail facility will employ 1,200. No new
jobs will be added. Positions will be transferred from the main IRS center off 12th Street.

The number of IRS sites in Northern Utah is now 10, including eight in Ogden and one in Syracuse. An
1 1th site will be added in late summer or early fall when a 120,000-square-foot complex opens off Wall
Avenue in Ogden. The complex will house [RS accounts management,

The IRS cmploys a total of 6,900 at its Northem Utah sites. Ogden has benefited in recent years from a
work restructuring aft the 10 IRS service centers nationwide. The Ogden center and one in Cincinnati,
QOhio gained all business-1ax processing natiomwide.

]
"The future is very bright for the Ogden location because there will be continued growth in business tax
returns being filed throughout the whole country and Ogden will receive at least half of those,” Wenzel
said.

28. PAST FREQUENT FLYER ABUSE WON'T GO AWAY * FederalNewsRadio.com

FederalNewsRadio.com

January 15, 2002

PAST FREQUENT FLYER ABUSE WON'T GO AWAY

ALTHOUGH IT'S NOW LEGAL for feds and military personnel to use
frequent flyer miles earned on official business, workers who used them

BEFORE the law was changed may still be punished.

The irony is that fods can now use mileage points they eammed in the past
{if they have the proper records and proof). But, if they have already done
that---that is, use the mileage awards before the new law was signed on
December 31st---they could be in 2 heap of trouble!

Over the past decade, hundreds of government workers, many of them in

important agency positions, have gotten into trouble for using mileage

points or awards camed on business trips for personal pleasure.

Nobody knows how many employees used official miles for personal

travel---cither by accident or design-—and weren't caught or punished.
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But employees who got inte trouble for ignoring-—or not knowing
about---the frequent flyer ban---sometimes got into big trouble.
Punishments ranged from reprimands that now appear on therr official
work record, to suspensions and in some cases criminal prosecution
and/or forced resignation.

Washington attomney Bill Bransford (Shaw, Bransford, Veilleux and
Roth) said some offenders were hil very hard. In some cases, they were
required to repay the government the full price of a ticket even though
airlines were offering reduced rates at the time of their travel.

This week's issue of FEDmanager wams that "employees who have been
subject to discipline or investigation of frequent flyer benefit misuse should
be aware that allegations of misuses prior to December 31, 2001 stll
might be pursued as actionable...misconduct...however, the new law may
substantially reduce the significance of past violations."
29, FEDERAL DIARY: Legislation Would Make a Deferred Annuity a Better Deal * The
Washington Post

The Washington Post

January 15, 2002, Tu:sdf_';r, Final Edition
SECTION: METRO; Pg. B0Z; FEDERAL DIARY STEPHEN BARR
LENGTH: 658 words
HEADLINE: Legislation Would Make a Deferred Annuity a Better Deal

BYLINE: Stephen Barr
BODY:

Legislation has been introduced in the House to increase the value of deferred retirement payments in
the pension systems for federal employees.

Today, employees who leave their federal jobs before retirement age are eligible for a deferred annuity,
puyable at 62, if they have worked for the government at least five years, The amount they receive is
based on retirement contributions and is not indexed to inflation. In other words, the government pays no
interest on those accounts. Rather than leave their money in the pension system and at the mercy of
inflation, many employees choose to take their retirement contributions with them when they leave
government service.

The recently introduced House bill secks to enhance deferred annuities and provide an incentive for
departing employees to leave their retirement money with the govemnment.

The bill, sponsored by Rep. Nydia M. Velazquez (D-N.Y.), would increase the value of deferred
annuities from the time an employee left the government until the date retirement payments begin. The
increased value of the deferred annuity would be based on the average increase in General Schedule
salaries during that period.

The proposed change has been endorsed by the National Association of Retired Federal Employees,
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