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NOMINATIONS OF RAYMOND W. KELLY, TO
BE COMMISSIONER OF CUSTOMS; JAMES E.
JOHNSON, TO BE UNDER SECRETARY OF
THE TREASURY FOR ENFORCEMENT; AND
ELISABETH BRESEE, TO BE AN ASSISTANT
SECRETARY OF THE TREASURY

THURSDAY, JUNE 11, 1998

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 12:38 pM., in

room SD-215, Dirksen Senate Office Building, Hon. Wililamn V.
Roth, Jr. (chairman of the committee) presiding.

Also present: Senators Chafee, Grassley, D'Amato, Murkowski,
Moynihan, Conrad, Graham, Moseley-Braun, and Bryan.

OPENING STATEMENT OF HON. WILLIAM V. ROTH, JR., A U.S.
SENATOR FROM DELAWARE, CHAIRMAN,, COMMITTEE ON FI-
NANCE
The CHAIRmAN. The committee will please be in order.
We are going to move ahead on three nominations, which include

Raymond W. Kelly, to be Commissioner of Customs; James E.
Johnson, to be Under Secretary of the Treasury for Enforcement;
Elisabeth Bresee, to be an Assistant Secretary of the Teasury.

If all three of you would please come forward. We will consider
the three nominees en bloc. Ray Kelly, who has been nominated to
be Commissioner of Customs, James E. Johnson, nominated to be
Under Secretary, as I said, and Elisabeth Bresee, to be Assistant
Secretary.

I think maybe we have a Senator here who would like to make
an introduction. Senator D'Amato?

OPENING STATEMENT OF HON. ALFONSE M. D'AMATO, A U.S.
SENATOR FROM NEW YORK

Senator D'AmAmo. Well, thank you very much, Mr. Chairman. I
want to thank my great colleague, the senior Senator from New
York, Senator Moynihan, for allowing me this extraordinary privi-
lege and opportuity to present a colleague of ours from New York,
a distingushed colleague, but, more importantly, someone who has
accredited himself in ever y single way and has the kind of roots
that make this very special.



You see, Mr. Chairman, 2 years ago, almost to the day, Senator
Moynihan and I had the opportunity of supporting the nomination
of Ray Kelly to the position of Under Secretary of Treasury for En-
forcement. Today, I am tremendously pleased to be able to support
Mr. Kelly's nominations- to head the U.S. Customs Service as the
Commissioner.

Now, Ray and I go back a ways. We have not told too many peo-
ple about this. As a matter of fact, this is the first time I am going
to take the liberty and indulge! myself in some nostalgia. Our roots
go back to the little village of Island Park. Of course, that little vil-
lage now has grown to about 5,100 people. But when Ray and his
family lived on Kildare Road in Island Park, it had a population
of about 2,200, so we knew everyone and everyone knew us.

Ray Kelly, as a youngster, would come down to Island Park, and
the hub of activity was at the public beach, the old Casino Beach.
If one could be chosen to be on beach patrol, that was a special oc-
casion.

Indeed, Ray, at the tender age of about nine, was selected to be
on beach patrol, which meant in the mornings you would patrol the
beach and pick up the various debris that would come in from the
tide, and maybe some things that were left after the partying that
may have taken place the evening before. Indeed, if you were loyal
and reported every day, there was a reward that sometimes went
as high as 25 cents.

Now, if you could keep that job for a number of years and then
learn to swim proficiently enough to pass your Red Cross exam,
why, then in the future was the promise of obtaining the highest

and most well-regarded position of all: lifeguard. Yes.
So it was that this gentle youngster, desirous of demonstrating

to his family his commitment and the fact that he could, indeed,
achieve this lofty position, because you have to understand, he was
not an all-year-round resident, he just came for the wonderful sum-
mer months, and this was doubly difficult to become a lifeguard if
one was not there all year round. I want you to know, and I must
confess at this time, Mr. Chairman, that yours truly, Alfonse, was
not ever able to achieve the status as full lifeguard, whereas, my
colleague and friend, Raymond, did.

As a matter of fact, I think he even rose to the lofty position of
assistant chief. Indeed, it is a great pleasure and a privilege to go
back and to think about, and I will not tell you how he buried Sam
Latini's suit and shoes on the beach in retaliation for some spoof
that Sam had played on him.

Senator MOYNIHAN. There is no need to get too detailed for this
special position.

The CHAIRMAN. It has a great deal of relevance, with the Cus-
toms enforcement. [Laughter.]

Senator MOYNIHAN. Yes.
Senator D'AMAro. Well, indeed. Indeed. Because, now, here we

are. Here we are, having, once again, Ray Kelly before us with an
opportunity to safeguard our children once again, and this time to
safeguard our borders in the fight against the flow of drugs that
come across the borders. He has done such a great job, going back
as a youngster, right until today, and we are proud of him. I know
he will do a fantastic job at Customs.



I would also like to take this oppotunty to recognize his family,
his wife, Veronica, and his two boys, Jim and Gregory. Veronica,
would you stand up?9 And what about Jim and Greg? Oh, he is in
the Gulf. He is in the Marine Corps. All right.

Ray's academic history, Mr. Chairman, is tremendously impres-
sive because he graduated from Manhattan College with a bach-
elor's degree, and then went to St. John's Law School, where he re-
ceived a law degree, and then to New York University Graduate
-School- of Law, as well as a master's in public administration from
Harvard. Thirty-two years in law enforcement in New York City,
rising to the ranks of becoming the police commissioner of New
York City.

He received many, many awards, but I think the one that typi-
fies his service and his talents was as New York State's Law En-
forcement Official of the Year in 1993, in recognition of the great
and outstanding job he did in response to the World Trade Center
bombing in 1993. After his service to the people of New York, he
then went on to serve his Nation, and, indeed, the international
community. As you know, he was appointed director of the Inter-
national Police for the multinational forces in Haiti, and set up a
program to train, to work, and to bring about the kind of public se-
curity force necessary to end human rights abuses. He was com-
mended, rightfully, by President Clinton for this service.

As Under Secretary for Enforcement for the Treasury Depart-
ment, Ray supervised the Custonfis Service, the Secret Service, the
Bureau of Alcohol, Tobacco and Firearms, the Federal Law En-
forcement Training Center. His knowledge of these agencies will
serve him well as head of Customs.

Just this past month, Mr. Chairman, the Service led a multi-
national operation to root out money launderers, 'Which involved
the arrest of 22 Mexican bankers who are accused of money laun-
dering in the operation called Casablanca.

Notwithstanding what some countries have complained about, I
want to take this opportunity to publicly commend him for that
service. Those who would claim to be our friends, neighbors, and
allies had better wake up to their responsibility and not stand on
!eremony. And I am talking about our neighbors to the south, but

will leave that until another time. I simply want to applaud Ray
ir his actions and for his leadership.
I am confident that he will be able to balance this important re-

ponsibility of dealing with the epidemic of drugs that come over
)ur borders with the other significant duties, such as protecting
Xmerican business and intellectual property rights against illegal
;,rade practices.

I am also pleased to see that Mr. James E. Johnson, who is cur-
-ently the Assistant Secretary for Enforcement at Treasury, has
)een nominated to serve as Under Secretary for Enforcement. He
)reviously has served as the Deputy Chief of the Criminal Division
n the U.S. Attorney's Office and did an outstanding job. He has
great reputation.
And another New Yorker who has been nominated, Elisabeth

3resee, who is currently the Deputy Assistant Secretary for-
The CIR~wMAN. Do we not have anybody from Delaware? [Laugh-

;er.I



Senator D'AmATo. Well, you have them at Treasury. But, any-
way, these individuals have worked together in the past to develop
a strong law enforcement capacity at the Department of Treasury,
and I think they will be able to continue to succeed in this impor-
tant work.

I certainly look forward to all of their speedy confirmations, but,
again, this is a delight and a privilege to be here to present my
good and dear friend, Ray Kelly, in particular.

The CHAIRMAN. Well, thank you very much, Senator D'Aiato.
Welcome to all three of the nominees. We are pleased to have you
here.

We are delighted to have you here, Mrs. Kelly. I would like to
ask our other nominees whether they have any family members
here. Ms. Bresee, any members of your family here?

Mc. BRESEE. Yes, I do, sir. I have my mother, Georgia Couden,
here from Oneonta, New York.

Senator MOYNIHAN. Mr. Chairman, may I take the pleasure of
noting that, in 22 years on this committee, this is the first time I
have had the opportunity to welcome a lady from Oneonta, which
is just across the Susquehanna from our home in Delaware County.
Of course, you went to high school, I believe, in Oneonta.

Ms. BRESEE. That is right.
The CHAIRMAN. Well, it is a great pleasure to welcome you here.
We would also like to ask you, Mr. Johnson, whether you have

any members of family here.
Mr. JOHNSON. Just a couple, sir. My wife and daughter are here,

Sigrid Gabler andi Abigail Johnson. I think I have the second and
third rows. [Laughter.]

The CHAIRMAN. Well, that is wonderful.
Mr. JOHNSON. My mother, Birdie Johnson, and her sisters, my

uncle, and several friends.
The CHAIRMAN. Would all of the family members please rise so

everybody can see them?
Senator MOYNIHAN. My goodness. Wow!
The CHAIRMAN. I would like everybody, Mrs. Kelly to rise, and

will you not rise, please, Ms. Bresee. [Applause].
Now, it is our practice to ask all nominees to be sworn in, so will

you please rise and raise your right hand.
[Whereupon, the three witnesses were duly sworn.]
The CHAIRMAN. Now, I do have an opening statement that I

know Senator Moynihan is very anxious to hear. But, notwith-
standing that, we will dispense with that and proceed with the
questions.

But, first of all, I think we ought to proceed with the opening
statements. Mr. Kelly, would you care to begin?

STATEMENT OF RAYMOND W. KELLY, TO BE COMMISSIONER
OF CUSTOMS

Mr. KELLY. Thank you, Mr. Chairman. I want to thank Senator
D'Amato, and I know he just left, for his very generous but totally.
surprising introduction. I was unaware he was going to do that,
andlI very much appreciate that.

The last time I appeared before this committee for a confirmation
hearing it was as a nominee for Under Secretary for Treasury for



Enforcement. I had come to that position with some familiarity
with Treasury's enforcement bureaus, having worked with them
during my career in the New York City Police Department.

Now, obviously, my relationship has become much closer since
coming to Treasury. My tenure haB Under Secretary has given me
a greater appreciation for both the ability and the potential of the
Bureau of Alcohol, Tobacco, and Firearms, for the Secret Service,
for the Customs Service, as well as the other arms of Treasury En-
forcement.

It has also reinforced to me the importance of cooperation among
Federal and local law enforcement generally, and between the
Treasury and Justice Departments, in particular.

There will always be a healthy spirit of competition among the
best practitioners of law enforcement, but, in the interest of public
safety, we must set the rivalries aside and work towards a common
end.

That has happened between the Treasury and Justice Depart-
ments in recent arson and bombing investigations, in counter-nar-
cotics efforts, and airline safety, in a whole host of ways that has
made for better law enforcement.

I encourage that kind of cooperation at the Treasury Depart-
ment, and will continue, given the opportunity to do so, at the Cus-
toms Service.

The Customs Service is the Nation's oldest law enforcement arm
and it remains, first and foremost, just that, a law enforcement
agency. But much has changed in two centuries, not the least of
which is America's emergence as the world's economic giant, with
trade and commerce relationships the world over.

America's wealth and the opportunity that wealth has afforded
millions of Americans is intrinsically linked to the free flow of
goods and services across borders. The Customs Service has worked
closely with the trade community.

I want to strengthen that relationship. I want to make it even
closer. It is essential for both the free flow of trade and our enforce-
ment mission. There has been progress, but we can do more. I want
to improve the information flow between us.

The Customs Service is duty-bound to stop drug dealers, illegal
arms merchants, and others who trafficin death and addiction for
profit. The sheer volume of modern trade makes the inspection of
every item entering the United States impossible. We cannot do it,
and we would not do it even if we wanted to. We need the trade's
help. Mutual cooperation between the trade industry and Customs
is essential.

The Customs Service must also continue to invest in technology,
such as advances in x-rays and other means of inspection, to do
what human eyes and hands cannot do alone.

The Customs Service, at its core, must be vigilant. We have seen
criminal organizations, particularly with narcotics, put entire soci-
eties at risk by assaulting and corrupting law enforcement, by ma-
nipulating financial systems, and by undermining democratic insti-
tutions.

it is unimaginable for the same thing to happen in the United
States. One of law enforcement'b responsibilities is to plan for the



unimaginable, to pursue wrongdoers so that the unimaginable re-
mans just that.

The Customs Service needs to stay ahead of the technological
curve, the same technology that organized crime is eager to exploit.
The drug cartels would much prefer to move the profits as data
over fiber optic highways instead of cash over interstate highways,
because we seize a lot of their money that way.

Customs has done some remarkable work in stopping the cartels'
latest money laundering activity. Operations Wire Drill, Eldorado,
and Casablanca were great successes in taking down some of the
underworld's most sophisticated money laundering schemes. That
kind of good, effective law enforcement needs to continue and ex-
pand as criminal organizations seek new ways to move their ill-got-
ten gains.

The Customs Service has done very good law enforcement work,
but it can do better. It can do better by recruiting the best can-
didates possible for agents and inspectors, by improving training,
by investing in and deploying the best technology available, and by
building the strongest alliance as possible with the trade commu-
nity.

Above all, the Customs Service must be persistent, must be dog-
ged in its determination to bring smugglers and other lawbreakers
to justice. That really is the secret of the success of American law
enforcement: persistence. We persist. We spend resources in per-
sistence. We provide for a peerless criminal- justice system that
guarantees everything from a fair trial to humane prison condi-
tions. We stay the course. That combination of resources and com-
mitment puts lawbreakers in considerable peril.

Criminals in America who are not caught in the act tend to be
caught sometime thereafter. The fate of any criminal who tries to
the defeat the Customs Service should be captured sooner or later.

I envision a Customs Service at its best, as ever vigilant and dog-
gedly determined. I see the Customs Service making drug smug-
gling, arms trafficking, and money laundering the riskiest of high-
risk activities, prone to frequent and spectacular failure. Given the
opportunity, I will work very hard to make it so.

My professional career has been devoted to law enforcement. I
am, therefore, privileged to be nominated at Customs Commis-
sioner. I will be happy to answer any questions that the committee
might have. Thank you very much, Mr. Chairman.

The CHAIRmAN Thank you, Mr. Kelly.
[The prepared statement of Mr. Kelly appears in the appendix.]
The CHAIRMAN. It is now my pleasure to call on Mr. Johnson for

his statement.

STATEMENT OF JAMES E. JOHNSON, TO BE UNDER
SECRETARY OF THE TREASURY FOR ENFORCEMENT

Mr. JOHNSON. Thank you, Mr. Chairman. Mr. Chairman, Senator
Moynihan, and members of the committee, I am honored to appear
before you today as you consider my nomination to be Under Sec-
retary of the Treasury for Enforcement.

At the outset, I wish to thank Secretary Rubin, both for rec-
ommending me'-to the President and for his support doing the last
2 years. I also thank President Clinton for my nomination.



You have already seen my family. I would like to recognize them
again. They are standing here, and their physical presence is just
the latest manifestation of the tremendous amount of support that
I have received from them over the years. Their support, as much
as anything else, is the reason why I am sitting at this table here
today.

As you know, I began serving at the Treasury as the Treasury
Department's Assistant Secretary for Enforcement in March of
1996, and have assisted Under Secretary Kelly in the oversight of
Treasurys enforcement bureaus.

Since June of 1996, 1 have also served as the co-chair of the Na-
tional Church Arson Task Force, which was created by President
Clinton to coordinate the Federal law enforcement response to
church fires.

.During these last 2 years, I have had the privilege of -working
with an array of talented and dedicated individuals, starting with
Under Secretary Kelly and Deputy Assistant Secretary Bresee.

I am delighted to know that I will be continuing to work with
them as members of Treasury's teams. I am also delighted to know
that I will not be traveling to the beach with Under Secretary Kelly
anytime soon. [Laughter.]

Mr. JOHNSON. I must mention as well the heads of Treasury's
law enforcement bureaus. John McGaw, who is seated to my left,
Loomer Letty, Ralph Bashom, Acting Commissioner- Sam Banks,
Acting Director Bill Beatty, and Rick Newcome. They are all exem-
plary public servants and a source of tremendous strength for the
department.

If confirmed as Under Secretary, I look forward to the privilege
of heading this gifted team and drawing on all of their many tal-
ents.

Treasury Enforcement, the department, and our bureaus, handle
.a broad array of issues, from the Customs Service's protection of
our borders, to the Secret Service's protection of our President,
from the ATFs efforts to protect our youth from violent, and the
Federal Law Enforcement Center's instruction of the majority of
law enforcement officials.

The men and women of FINSA play a key role in our strategies
to defeat those who would commit financial crime and launder
money, and those who serve in the Office of Foreign Assets Control
work diligently to enforce our economic sanctions against terrorist
states and against narco traffickers.

The reach of these bureaus and our ability to work together for
the good in the life of this Nation is tremendous. I look forward to
working with each as it shapes the strategies that will carry it into
the 21st century, and expect to work closely with the Congress as
well as we all carry this work forward.

Thank you, Mr. Chairman. I will be happy to answer any ques-
tions.

The CHiAuMAN. Thank you, Mr. Johnson.
[The prepared statement of Mr. Johnson appeMr in the appen-

dix.]
The CHAmmAN. Now, we would be happy to hear from Ms.

Bresee.
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STATEMENT OF ELISABETH BRESEE, TO BE AN ASSISTANT
SECRETARY OF THE TREASURY

Ms. BRESEE. Thank you, Mr. Chairman. Mr. Chairman, Senator
Moynihan, I am honored to appear before you as you consider my
nomination to be Assistant Secretary.

I would also like to thank Secretary Rubin for recommending me,
and also to President Clinton for his nomination.

Again, I would just like to note my mothers support here. I have
a large family. Unfortunately, they could not all come to fill up two
rows. But she is here representing all of them.

From my family and my work as a Federal prosecutor, I have
learned that public service is not only a privilege, but-a responsibil-
ity and one of the highest callings to which a citizen can aspire.
Because of this, I look forward to the challenges of serving as As-
sistant Secretary, if confirmed.

I have worked directly on law enforcement matters since 1989,
when I was appointed as an Assistant United States Attorney for
the District of ColumbiaA worked on a wide variety of cases, in-
cluding public corruption and violent crime cases.

The District of Columbia office is an extremely challenging place
to work, given the multitude of crime problems that face our Na-
tion's capital.

In 1994, 1 joined Treasury, first, as an Assistant Director of the
White House Security Review, and then as the Director. Following
the Review, I was appointed by Secretary Rubin as Deputy Assist-
ant Secretary for Law Enforcement.

Shortly after that appointment, I carried out the duties of both
the Under Secretary and Assistant Secretary for Enforcement
whilq awaiting Assistant Secretary Johnson and Under Secretary
Kelly's confirmation.

I have been involved in the department's continuing effort to pro-
vide greater oversight of its law enforcement bureaus, and to en-
sure that they maintain the highest standards of professionalism.

My work at Treasury has allowed me to understand the very im-
portant missions of our b'ireaus. The Treasury agents, inspectors,
and officers who carry out these missions embody the highest
ideals of commitment, professionalism, and genuine public service.
It will be a privilege to serve Treasury and assist with the leader-
ship of these women and men.

In addition, I look forward to continuing my work with Under
Secretary Kelly and Assistant Secretary Johnson, who I believe
have done an outstanding job in leading the Office of Enforcement.

I am acutely aware of the important responsibilities of Treasury
Enforcement. I believe that my prior experience will serve me well
as Assistant Secretary, if confirmed. With the guidance of this com-
mittee and the support of Secretary Rubin, I believe I am ready to
meet that challenge.

Thank you very much. I would also be happy to answer any
questions.

(The prepared statement of Ms. Bresee appears in the appendix.]
The CHIRMAN. Well, thank you very much. I appreciate all three

of you being here today.



We do have three standard questions we ask of all nominees who
come before the Finance Committee, so I will propound them, then
ask each of you to respond with a yes or no.

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

Ms. BRESEE. No, Mr. Chairman.
The CHAIRMAN. Mr. Kelly?
Mr. KELLY. No, Mr. Chairman.
The CHAIRmAN. Mr. Johnson?
Mr. JOHNSON. No, sir.
The CHAIRmAN. Second, do you know of any reason, personal or

otherwise, that would in any way prevent you from fully and hon-
orably discharging the responsibilities of the office for which you
have been nominated? Ms. Bresee?

Ms. BRESEE. No, Mr. Chairman.
The CHAIRMAN. Mr. Kelly?
Mr. KELLY. No, Mr. Chairman.
The CHAIRMAN. Mr. Johnson?
Mr. JOHNSON. No,, Mr. Chairman.
The CHAIRmAN. And, finally, do you agree, without reservation,

to respond to any reasonable summons to appear and te 'stify before
any duly-constituted committee of Congress, if you are confirmed?
Ms. Bresee?

Ms. BRESEE. Yes, Mr. Chairman.
The CHAiRMAN. Mr. Kelly?
Mr. KELLY. Yes, Mr. Chairman.
The CHAIRmAN. Mr. Johnson?
Mr. JOHNSON. Certainly, Mr. Chairman.
The CHAIRMAN. One of the observations I was going to make in

my opening statement is, of course, to recognize and applaud the
importance of the enforcement actions of the Customs Service. I
know, Mr. Kelly, that, upon confirmation, you will look upon im-
proving the enforcement capabilities of the Customs Service.

At the same time, I think it is important to recognize that strong
enforcement effort must not come at the expense of legitimate ex-
ports end imports moving through the Nation's ports. Trade, as you
have heard this morning, is a critical part of our economy and the
expeditious handling of trade through our Customs is of the great-
est importance.

Mr. Kelly, let me ask you this question. Given the recent dra-
matic increase in U.S. exports and imports, could you tell1 me what
concrete steps you would take to improve both the commercial op-
erations and the drug efforts of the Customs Service?

Mr. KELLY. I think one word sums it up, Mr. Chairman, and that
is technology. We need significant improvements in technology,
both in being able to screen what comes into our country, but also
in facilitating trade. There is a concept that is moving forward
called the automated commercial environment.

It started, I believe, some 4 years ago and it has been a bit off
track. But what it does, in essence, is move the Customs Service
into position to operate in the next century. It is an automated in-
formation system that needs, quite frankly, a significant amount of



money, a significant amount of resources. I think we are moving
forward in that direction, and it is now back on track.

But, technology in both screening what comes into our country
and in helping the trade community transmit real-time information
to the Customs Service, will make a major difference in the way
Customs does business in the near term.

The CHAIRMAN. Thank you, Mr. Kelly.
Mr. Johnson, if you are confirmed as Under Secretary for En-

forcement, as I expect you will be, you will, of course, be directly
responsible for overseeing the activities of the U.S. Customs Serv-
ice, the Bureau of Alcohol, Tobacco and Firearms, and the Secret
Service.

These are all critically important enforcement agencies. In recent
years, all three, however, have come under varying degrees of criti-
cism, and praise, with respect to how they carry out their respec-
tive law enforcement missions.

What is your view on how effective these agencies have been in
carrying out their responsibilities?

Mr. JOHNSON. Over the last 2 years, and even before when I was
a prosecutor in New York, I worked with all of the Treasury en-
forcement bureaus, with the Customs Service, with the Secret
Service, and with the ATF.

I have developed personal relationships with the agents on the
ground, as well as the leadership. I think, if the confirmations go
through, we will have at Treasury a tremendous team of leaders,
including current Under Secretary Kelly, John McGaw, the Direc-
tor of the ATF, and Loomer betty, the Director of the Secret Serv-
ice. I think each of the agencies that they lead has been tremen-
dously effective.

What I would look to do, is to build upon the successes of the
past, to learn from some of the more difficult times that our bu-
reaus have had in the past, and work with the bureau heads to
build on those successes.

The CHAIRMAN. Ms. Bresee, let me ask you the same question.
What is your view on how effective these agencies have been, and
are there particular improvements or changes that you think are
necessary to help these agencies become more effective?

Ms. BRESEE. Well,- Mr. Chairman, I agree with Mr. Johnson, in
that I have been very impressed with my work, again, also as a
prosecutor and now in the time that I have been at Treasury. I
think what has actually been fairly remarkable, is the Treasury bu-
reaus have done a lot of self-analysis.

I think, one, in particular. I came into Treasury right around the
time of the Waco hearings, and I think some of the work that John
McGaw has done, working with Treasury, to take that very, very
difficult time of the agency under which they were under a geat
deal of attack and really improve the agency is something that I
see through all the Treasury bureaus, that they have done quite a
bit of analysis to make sure that they are always improving.

The CHAIRmA. I do have some other questions, but, because of
the lateness of the hour, I will submit them and ask you to answer
them in writing.

[The questions and answers appear in the appendix.]
The CHAMAN. Senator Moynihan.



Senator MOYNIHAN. Yes. Could I just say what a joy it is to find
young people before us. Well, Commissioner Kelly, I suppose you
are not that young. [Laughter.]

Mr. KELLY. I appreciate that very much, Senator. Thank you.
Senator MoYNrnAN. And experienced in working together. It will

just make you feel better about government every hour, because
you all have miserable jobs. [Laughter.]

Could I just record that I hope someone down at Treasury is
thinking a little bit out of the box on, just what is the Bureau of
Alcohol, Tobacco and Firearms, what is the relationship one to the
other. It was put together in 1972 from previous ones, and probably
has something to do with prohibition, does it?

Mr. JOHNSON. Yes. The origins stem from that, yes.
Senator MOYNIHAN. Yes. Well, we do not have prohibition any-

more, but we still have the bureau.
Mr. JOHNSON. But we still have plenty of work that the bureau

is doing, and in a tremendous way, I think.
Senator MOYNiHAN. Yes.. It just strikes me, it is like the Secret

Service, dealing with counterfeiting. I mean, what is the relation-
ship? It is sort of a convenience that developed in 1880, or what-
ever, but it may not be the best organization, for- the moment. I
hope somebody will think about that in your spare time, which you
do not have.

Could I say to Under Secretary Kelly, before we finished our last
round, Senator Moseley-Braun raised a question, and there is an-
other Senator involved, with very serious concerns about the cri-
teria used by the Customs Service at O'Hare Airport to identify
persons who might be smuggling drugs or other contraband into
the United States.I

In particular, there have been allegations of discrimination
against African American women by the Customs Service, detain-
ing them and strip searching them, things that technology obvi-
ously would address.

Are you aware of these matters, and do you have any comment
on them? The Senator asked that we ask you.

Mr. KELLY. Yes, sir. Actually, a class action suit was just filed
in that regard. We are very much concerned about that. We started
our own investigation of this issue some 10 days ago. When I say
we, I mean Treasury Enforcement. We have an OPR, Office of Pro-
fessional Responsibility, component that we directed to start an in-
vestigation and examination of these issues.

Senator MOYNiHAN. Yes.
Mr. KELLY. We have reached out to the staff. We heard about her

comments during the last panel, and we are setting up a meeting
tomorrow to speak to her about it.

Senator MOYNIHAN. Good. Good. I am sure you will, and what-
ever the problems, I am sure you will deal with them. I mean, we
have complete confidence in you. This whole drug business is such
a misery.

Can I say just one anecdote, Mr. Chairman, then I will be
through.

The CHMiRMAN. Please proceed.
Senator MOYNIMA. It fell to me to negotiate the initial agree-

ments with the governments of Turkey and France to put an end



to, what, the movie called "The French Connection," the movement
of opium to Marseilles, and then heroin came over here. There was
a real epidemic in New York City, and one here in Washington..
These epidemics seem to have cycles. I mean, heroin is a trade
name.

This September at Yale, 'i am going to give the oening address
at the 100th anniversary of heroin, which is a trademark of the
Bayer Co. It got a trademark on heroin. They tried it on their em-
ployees and made them feel "heroish." They got it a year before
they got aspirin. It has been around a century, and it will be
around a century hence, in case anybody does not know that. Just
how much the society can effectively do, I am never sure, but I did
make reach this agreement with the French and the Turks.

And found myself on a helicopter going up to Camp David, and
the only other person present was George Schultz, then-director of
the Office of Management and Budget. We sat opposite each other
in a small chopper.

I said, George, I have got some good news. I think we are going
to close down that heroin route from Turkey to Marseilles down
here. And he Looked tip from his papers and said, good. And I said,
no, no. Really, this is important. I mean, they are going to do it.
I know he found it improbable. He looked up and said, good. I was
a little crestfallen.

So, finally, I said, I guess you are saying that, as long as there
is a demand, there will be a supply. And he looked up and he said,
you know, there is hope for you yet. [Laughter.]

Just kee-p that in mind in terms of what you have to dd.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator Moynihan.
Thank you for being here today. We hope to move as expedi-

tiously as possible on your nominations. Let me congratulate your
families. It is, indeed, a pleasure to have them here.

The committee is in recess.
[Whereupon, at 1:13 p.m., the hearing was concluded.]



APPENDIX

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF ELisABETH A. BRESEE
Mr. Chairman, Senator Moynihan, and members of the Committee: I am honored

to appear before you as you consider my nomination to be the Assistant Secretary
of the Treasury for Enforcement.

I want to thank Secretary Rubin for recommending me to the President, and I
thank President Clinton for his nomination.

On a personal note, I would lie to recognize my mother, Georgia Couden of
Oneonta, New York, who is here with me today. My mother earned her Masters De-
gree in social work when I was in grade school and by her example I have learned
the value of serving others.-She has also given me her unwavering support and has
always believed in my abilities and potential.

From my family and mv work as a federal prosecutor I have learned that public
service is not only a privilege but a responsibility, and one of the highest callings
to which a citizen can aspire. Because of this, I look forward to the chellenges of
serving as Assistant Secretary if confirmed.

I would like to provide the Committee with a sense of my professional back-
ground. I have worked directly on law enforcement matters since 1989, when I was
appointed as an Assistant United States Attorney for the District of Columbia.
While serving in that office, I prosecuted a wide variety of cases including Public
Corruption and Violent Crime cases. The District of Columbia office is an extremely
challenging place to work, given the multitude of crime problems that face our na-
tion's caitl Whil e serving as a prosecutor, I gained valuable experience and
learned firsthand about many of Treasury's enforcement responsibilities from my
work with agents and officers from the Secret Service and ATF.

In 1994, 1 joined the Department of the Treasury first as Assistant Director of
the White House Security Review, and then as the Director. The Security Review
represented the most comprehensive assessment of air and grund security ever
conducted at the White House Cornplex. Follown the review, Iwas appointed Dep-
uty Assistant Secretary for Law Enforcement wth responsibility for assisting in
oversight of the Department's law enforcement bureaus and office. Shortly after my
appointment as Deputy Assistant Secretary, I carried out the duties of the Under
Secretary and Assistant Secretary for Enforcement while Assistant Secretary John-
son and Under Secretary Kelly were awaiting confirmation.

In my position, I have been involved in the Department's continuing effort to pro-
vide greater oversight to its law enforcement bureaus, and its effort to ensure that
our bureaus maintain the highest standards of professionalism. Because of the sen-
sitive nature of our law enforcement missions, 1 worked with the Under Secretary
and Assistant Secretary to enhance our oversight of Treasurys law enforcement bu-
reaus in numerous areas, including integrity and internal affairs matters, training,
and equal employment opportunity issues. I have also assisted in dingg a com-
prehensive review of Treasury's_ Federal Law Enforcement Training enter-an en-
tity that trains nearly 809o of new federal law enforcement officers:-and in improv-
ing our continuing efforts to safeguard our Southwest Border agint the influx of
drugs and contraband. Indeed, just this week I was in Laredo, Texas where I had
an oportunty to view the innovative efforts that Customs is employing at that very

chalengng ortof entry.
MY work at Treasury over the past four years has allowed me to understand the

important missions of our enforcement bureaus and how these missions complement
each other. Together, Customs and ATF collect nearly $37 billion in revenue. Cus-
toms also protects our nation from narcotics smuggling, maintains the integrity of
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the border, and enforces international trade laws. AT? targets violent criminals,
firearms traffickers and arsonists. The Secret Service protects our nation's leaders
and combats fraud. And OFAC and FinCEN enforce trade sanctions and help fight
money laundering, respectively. These responsibilities help finance the government;
protect our financial system from fraud, abuse, and instability; and ensure the safe-
ty of our nation and its people.

The Treasury agets, inspectors, and officers who carry-out these missions em-
body the highest Iel of commitment, professionalism, and genuine public service.
It will be a prhveje to continue to serve Treasury and assist with the leadership

I am acutely aware of the broad and important responsibilities of the Office of En-
forcement. I also believe my experience at Treasury, at the U.S. Attorney's Office,
and as a lawyer in private practice will serve me well as Assistant Secretary, if con-
firmed. With the guidance of this Committee and the s-upport of Secretary Rubin,
I believe I am ready to meet the challenge. Thank you very much.
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A. BIOGRAPHICAL INFORMATION

1. Name: (Include any former names used.)

Elisabeth Alden Bres**
formerly: Elisabeth B. Kappelhoff

2. Position to which nominated:

Assistant Secretary for Enforcement Department of the Treasury

3. Date of nomination:

May11, 1998

4. Address: (List current residence, office, and mailing addresses.)

Residence: 7310 Pinecastie Road
Falls Church, VA 22043

Office: Department of the Treasury
Office of Enforcement
1500 Pennsylvania Avenue, NW
Washington, DC 20220

Mailing Addreas: Same as residence above

5. Date and place of birth:

Date of birth: September 9, 1961
Place of birth: Cooperstown, New York

6. Marital status: (Include maiden name of wife or husband's name.)

Divorced (Formner husband Mark John Kappelhoff)
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7. Names and ages of children:

No children

8. Education: (List secondary and higher education institutions, dates attended.
degree received, and date degree granted.)

Georgetown University Law Center, Washington, D.C. (1985-1988) J.D.
Ithaca College, Ithaca, NY (1981-1984) 9.8.
University of Tamps, Tampa, FL (1 979.1980)
Oneonta High School, Oneonta, NY (1976.1979) H.S. Degree

9. Employment record: (List all jobs held since college, including the title or
description of job, name of employer. location of work, and dates of
employment.)

Department of the Tramu
1500 Pennsylvania Ave., NW
Washington, DC
Title: Deputy Assistant Secretary (Law Enforcement)
Supervsor. Under Secretary Raymond W. Kelly
Dates of Employment: October 1995 - Present

Title: Director, White House Security Review
Dates of Employment: November 1994 -October 1995

U-S. Attorney's Office
555 4th Street. NW
Washington, DC
Title: Assistant U.S. Attorney
Supervisor. Clifford Keenan
Dates of Employment: December 1989 - November 1994

WAIlliams A Connally
725 12th Stret, NW
Washington, DC
Title: Associate Attorney
Supervisor Gerald Feffer
Dates of Employment: October 1988 - December 1989

2 of 13



Stepto. A Johnson
1330 Connecticut Ave., N
-Washington. DC
Title:
Supervisor:
Dates of Employment:

Summer Associate
Michael Kail
May 1987 - August 1987

U.S. Attorney's Offie
J.W. McCormick, P.O. & Courthouse
Boston, MA
Title: Law Clerk
Supervisor: Mark Robinson
Dates of Employment: June 1986 - August 1986

Temporary Aaency
Boston, MA
Title: I

Dates of Employment:

Temporary clerical assignments (while awaiting
Background check from the U.S. Attorney's
Office, Boston, MA)
June 1986

Ameica Abitaton escl71o
133 Federal Street, 10th Floor
Boston, MA
Title: Tribu
Supervisor: Chris
Dates of Employment: Octol

nal Administrator
tine Newhall, Regional Vice President
ber 1984 -July 1985

International Weekends
Boston, MA
Title: Administrative Assistant
Dates of Employment: September 1984 -October 1984

Jordan Marsh Department Stor
Boston, MA
Title: Management trainee
Dates of Employment: August 1984.- September 1984

10. Government experience: (List any advisory, consultative, honorary, or other part-
time service or positions with Federal, State or local governments, other than
those listed above.)

None, other than those listed above
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11. Business relationships: (List all Positions held as an officer, director. trustee.
partner. Proprietor, agent, representative, or consultant of any corporation.
company, firm, partnership, other business enterprise, or educational or other
institution.)

None, other than those listed above

12. Memberships: (List all memberships and offices held in professional, fraternal.
scholarly, civic, business, charitable, and other organizations.)

None

13. Political affiliations and activities:

a. List PO public offices for which you have been a candidate.

None

b. List all memberships and offices held in and services rendered to all
political parties or election committees during the last 10 years.

Non*e

C. Itemize all political contributions to any indiviual, campaign organization.
political party, political action committee, or similar entity of $50 or more
for the past 10 years.

Virginia Democratic Party - approximately $100 In approximately

14. Honors and Awards: (List all scholarships, fellowships, honorary degrees,
honorary society memberships, military medals, and any other special
recognitions for outstanding service or achievement.)

Emerson Foundation Honors Scholarship - Ithaca College
Dtas Mu Delta -Business Honors Society - Ithaca College
Phi Kappa Phi - Honors Society - Ithaca College

15. .Published writings: (List the titles, publishers, and dates of all books, articles,
reports, or other published materials you have written.)

neorgetown "aw journal, Criminal Procedure Project; Prosecutorial
Discretion, 75 Geo. L.J. 859469 (February 1987)
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16. Speeches: (List all format speeches you have delivered dunng the past five
years which are on topics relevant to the position for which you have been
nominated. Provide the Committee with two copies of each formal speech.)

Enclosed.

17. Qualifications: (State what, in your opinion, qualifies you to serve in the position
to which you have been nominated.)

I was appointed as Deputy Assistant Secretary (Law Enforcement) by
Secretary Robert E. Rubin on October 15, 1995. In that position, I have
assisted the Under Secretary and the Assistant Secretary for Enforcement
In their oversight responsibilities of Treasury's law enforcement bureaus.
As the Principal Deputy Assistant Secretary for Enforcement, I act for the
Assistant Secretary and the Under Secretary when they are absent. I also
carried out the duties of both positions prior to fth confirmation of fth
current Incumbents. I started with the Treasury Department In November
19943 when I served first as an Assistant Director and then as the Director
of the White House Security Review, which assessed security at the White
House Complex In the aftermath of fth plane crash and the assault-weapon
shooting Incident.

Prior to joining Treasury, I served as an Assistant United States
Attorney for the District of Columbia for five years. In that position, I
prosecuted numerous cases In both Superior Court and Federal District
Court for the District of Columbia. I also argued appellate cases In the
Federal and local Appellate Courts. I received my law degree from
Georgetown University Law Center with honors. After graduating from law
school, I worked as an Associate Attorney with the law firm of Williams &
Connolly.

B3. FUTURE EMPLOYMENT RELATIONSHIPS

I WUi you sever all connections with your present employers, business firms.
associations, or organizations if you are confirmed by the Senate? If not.
provide details.

Not applIcatbe

2. Do you have any plans, commitments, or agreements to pursue outside
employment, with or without compensation. during your service with the
government? If so. provide details.

No
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.s. Has any person or entity made a commitment or agreement to employ your
services in any capacity after you leave government service? If so. provide
details.

No

4. if you are confirmed by the Senate. do you expect to serve out your full term or
until the next Presidential election, whichever is applicable? If not. explain.

yes

C. POTgNTIAL CONFLICTS OF INTFRPSi

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

None

2. - Describe any business relationship, dealing or financial transaction which you
have had during the last 10 years, whether for yourself, on behalf of a client, or
acting as an agent, that could in any way constitute or result in a possible conflict
of interest in the Position to which you have been nominated.

Non*

3. Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat, or modification of
any legislation or affecting the administration and execution of law or public
policy. Activiies performed as an employee of the Federal government need not
be listed.

None,

4. Explain how you wil resolve any potential conflict of interest, including any that
may be disclosed by your responses to the above items. (Provide the Committee
with two copies of any trust or other agreements.)

Ifll should become aware of the potential foir a conflict of Interest to arise, I
will consult promptly with Treasury's ethics officials.
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5. Two copieti of written opinions should be provided directly to the Committee by
the designated agency ethics officer of the agency to which you have been
nominated and by the Office of Government Ethics gonceming potential conflicts
of interest or any legal impediments to your serving in this position.

6. The following information is to be provided only by nominees to the positions of
United States Trade Representative and Deputy United States Trade
Representative:

Have you ever represented, advised, or otherwise aided a foreign government or
a foreign political organization with respect to any international trade matter? If
so, provide the name of the foreign entity, a description of the work performed
(including any work you supervised), the time frame of the work (e.g., March to
December 1995), and the number of hours spent on the representation.

D. LEGAL AND OTHER MATTERS

1. Have you ever been the subject of a complaint or been investigated, disciplined,
or otherwise cited for a breach of ethics for unprofessional conduct before any
court, administrative agency, professional association, disciplinary committee, or
other professional group? if so, provide details.

No

2. Have you ever been investigated, arrested, charged, or held by any Federal,
State, or other law enforcement authority for a violation of any Federal, State,
county or municipal law, regulation, or ordinance, other than a minor traffic
offense? If so, provide details.

No

3. Have you ever been involved as a party in interest in any administrative agency
proceeding or civil litigation? If so, provide details.

Y" uncontested divorce

4. Have you ever been convicted (including pleas of guilty or nob contendere) of
any cininal violation other than a minor traffic offense? If so, provide details.

No

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

None

E. TESTIFYING BEFORE CONGRESS

if you are confirmed by the Senate, are you wAiing to appear and testify before
any duly constituted committee of the Congress on such occasions as you may
be reasonably requested to do so?

Yes

2. lf you are confirmed by the Senate, are you wiling to provide such information as
is requested by such committees?

yes 4



PREPARED STATEMENT OF JAMES E. JOHNSON

Mr. Chairman, Senator Moynihan, and members of the Committee: I am honored
to appear before you today as you consider my nomination to be Under Secretary
of the Treasury for Enforcement.

At the outset, I wish to thank Secretary Rubin both for recommending me to the
President and for his support during the last two years. I thank President Clinton
for my nomination.

On a personal note, I would like to recognize my family: My wife, Sigrid Gabler,
one of our two daughters, Abigail (at five months, ;;=;ya is not quite ready for
such a gathering); and my mother, Birdie Johnson. It is as a result of the continued
support of my family and frisnds-:many of whom are here-that I sit before you
again this morning.

First, I would like to tell you a bit about my professional background. From 1990
to 1996, 1 served as an Assistant United States Attorney in the Southern District
of New York. During the last two and one-half of those years, I was privileged to
serve as a Deputy Chief of the Criminal Division under United States Attorney

MayJo White. During my tenure as an Assistant U.S. Attorney, I personally pros-
ecuted or supervised the prosecution of criminal cases brought by the United States
Secret Service, the Bureau of Alcohol, Tobacco and Firearms, the United States Cus-
toms Service, and the Internal Revenue Service. For approximately four months, be-ginin in November of 1994, I was detailed by the Department of Justice to serve
as Assistant Director of the Treasury Department's White House Security Review.

As you know, I began serving as the Treasury Department's Assistant Secretary
for Enforcement in March of 1996. Since he joined'the Department in June of that
year, I have assisted Under Secretary Kelly in the oversight of the United States
Customs Service, the United States Secret Service, the Bureau of Alcohol, Tobacco
and Firearms (ATF), the Federal Law Enforcement Training Center (FLETO), the
Financial Crimea Enforcement Network (FinCEN), and the Office of Foreign Assets
Control (OFAC). Since June of 1996, I have also served as the co-chair of the Na-
tional Church Arson Task Force, which 'was created by President Clinton to coordi-
nate the federal law enforcement response to church fires.

During these last two years, I have had the priviege of working with an array
of talented and dedicated individuals. Starting from the top, I would like to -take
this opportunity to acknowledge my colleagues, Under Secretary for Enforcement,
Raymond W. Kelly, and Deputy Assistant Secretary, Elisabeth A. Bresee, who are
also here before you today. I look forward to continuing to work with them as mem-
bers of Treasury's team. I also wish to extend my compliments to the heads of
Treasury's law enforcement bureaus; they are exemplary public servants and are a
source of tremendous strength for the Department. Indeed, during my-tenure as As-
sistant Secretary, I have consistently observed that the commitment and profes-
sionalism demonstrated by the men and women of our bureaus are nothing less
than impressive. If confirmed as Under Secretary, I look forward to the privilege
of heading this gifted team.

The range of issues handled 'by Treasury's law enforcement bureaus and the De-
partment's Office of Enforcement is broad: From the Secret Service's protection of
the American president to OFAC's enforcement of economic sanctions; from Cus-
toms' protection of our borders to FLETC's training of the majority of federal law
enforcement officials; and from ATF's work on the President's Youth Crime Gun
Interdiction Initiative to FinCEN's continued efforts to build a regulatory regime
that will curtail the laundering of the illicit proceeds of crime. The reach of these
bureaus, and our ability to work together for good in the life of this Nation, is tre-
mendous.

This breadth of responsibility provides both opportunity as well -as challenge. As
Assistant Secretary, under the leadership of Secretary Rubin and Under Secretary
Kelly, I have had the honor of helping to design,* develop and implement policies
aimed at advancing the missions of Treasury's law enforcement bureaus. As Under
Secretary, I look forward to moving forward with our enforcement agencies as they
carry out these missions. I look forward to working with each as it shapes a strategy
that will cryit into the 21st Century and expect to work closely with the Congress
as we carrythi work forward.

While the challenges before us are considerable, I believe that Treasury law en-
forcement personnel have consistently demonstrated the capacity to meet those
challenges. As Under Secretary, I look forward to continuing in that tradition and
to maintaining the high standards of oversight practiced at the Department of the
Treasury.

Thank you.
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SENATE FINANCE COMMITTEE
STATEMENT OF INFORMATION REQUESTED OF NOMINEE

A. BIOGSAPHCAL INFQRMATJiOL

1. Name: (include any former names used.)

James E. Johnson

2. Position to which nominated:

Under Secretary of the Treasury for Enforcement

3. Date of nomination:

May 11. 1998

4. Address: (List current residence, office, and mailing addresses.)

Residence:
4708 17th Street, N.W., Washington, D.C. 20011

Office:
United States Department of the Treasury
1500 Pennsylvania Avenue
Washington, D.C. 20220

5. Date and place of birth:

December 29, 1960, Montclair, New Jersey

6. Marital status: (include maiden name of wife or husbands name.)

Married: Sigrid Camre Gabler

7. Names and ages of children:

Abigail Michelle Johnson, b. 5/27193
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Amalya Cox Johnson, b. 1/1/98

8. Education: (List secondary and higher education institutions, dates attended,
degree received, and date degree granted.)

High School: Montclair Kimberley Academy, Montclair, NJ
September 1974 through June 1979
H.S. diploma, cum laud&

College: Harvard College, Cambridge. MA
September 1979 through June 1983
A.B., cum laude, awarded June 1983

Law School: Harvard University Law School, Cambridge, MA
August 1983 through June 1986
J. D., cum laud&, awarded June 1986

9. Employment record: (List all jobs held since college, including the title or
description of job, name of employer, location of work, and dates of
employment.)

Higher Achievement Program, Washington, D.C., Summer 1983.

Summer Associate: McCarter & English, Newark NJ, Summer 1984.

Pre-law Advisor, Leverett House. Harvard College. Cambridge, MA
August 1983 through June '1987.

Research Assistant for Professor Christopher Edley. Harvard Law School,
Cambridge, MA, January through May, 1985.

Student attorney, Harvard Legal Aid Bureau, 1511 Massachusetts Avenue.
Cambuidge, MA, Febnjar 1985 through March 1986.

Summer Associate: Debevoise & Plimpton, New York, NY, Summer 1985.

Summer Associate: Bingham Dana and Gould, Boston, MA, Summer 1986.

Law Clerk: Chambers of fth Honorable Robert E. Keeton, United States District
Judge, Boston, MA, Approximately August 1986 through August 1987.
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Associate: Debevoise & Plimpton. 875 Third Avenue, New York, NY 10022
Approximately October 1987 through February 1990.

Assistant United States Attorney: United States Attorney's Office. One St.
Andrew's Plaza, New York, NY, 10007, March 1990 through March 1996.
Deputy Chief of the Criminal Division, August 1993 through March 1996.
Detailed to the Department of the Treasury as Assistant Direct&i of the White
House Security Review, November 1994 through March 1995.

Assistant Secretary of the Treasury: United States Department of the Treasury,
1500 PeninsylvaniamAenue, Washington, D.C. 20220. March 1996 through
present.

10. Government experience: (List any advisory, consultative, honorary, or other part-
time service or positions with Federal, State or local governments, other than
those listed above.)

None other than listed above.

1l1. Business relationships: (List all positions held as an officer, director. -trustee,
partner, proprietor, agent, representative, or consultant of any corporation,
company, firm, partnership, other business enterprise, or educational or other
institution.)

Director, 128 6th Avenue Housing Corporation, 128 6th Avenue, Brooklyn, NY,
11217. 'June 1990 through July 1997. Treasurer of the Corporation approx.
April 1995 through Apri 1996.

12. Memberships: (List all memberships and offices held in professional, fraternal,
scholarly, civic, business, charitable, and other organizations.)

Association of the Br of the City of New York (1987 - 1996);
Practicng Attoneys for Law Stuoenits (1988-1996);
Riverside Church, New YorK. NY (1989-1996);
Association of African American Harvard Alumni (1993-present) (inactive);
Harvard Radcliffe 1983 Class Committee, First Marshal, (1983 - present)

13. Political affiliations and activities:

a. List all public o0"1ce for VM'iich YOU have been a candidate.
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None.

b. List all memberships and offices held in and services rendered to all
political parties or election committees during the last 10 years.

None.

c. .Itemize all political contributions to any individual, campaign organization.
political party, political action committee, or similar entity of $50 or more
for the past 10 years.

None.

14. Honors and Awards: (List all scholarships, fellowships, honorary degrees,
honorary society memberships, military medals, and any other special
recognitions for outstanding service or achievement.)

Commendation from National Council of Churches for work with the National
Church Arson Task Force.
United States Department of Justice, Outstanding Achievement Award.
United States Attorneys Office. Exceptional Performance Award.
Commendation from FBI Director William Sessions for prosecution of U.S. v.
Flete.
Commendation from FBI Director Louis Freeh for prosecution of US v.
Santobello.

15.. Published writings: (UMt the title, publishers, and dates of aU books, articles,
reports, or other published materials you have written.)

Johnson. 1jecen Pubigtn: &ho Q2~ato ]J= j Ib Z 20 Civi
Rights-Civil Liberies Law Review 545 (1985)

16. Speeche: (List all forms.' speeches you have delivered during ft past five
years which are on topics relevant to the position for which you have been
nominated. Provide fte Committee with two copies of each formal speech.)

* June 18. 1998, Remarks, FInCEN Awards Cermony
a c.August 1998, Address, National Black Prosecutors Association Speech. 1

spoke from rough notes which have not been transcribed. Topic: Church
Arsons

* October 29, 1996. ABNIABA Money Laundering Semninar. Topic: Money
laundering initiatives.

0 c.November 1996. Address, National Council of Churches, spoke from rough
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notes which have not been transcribed. Topic: Church Arsons.
* c. January 1997, informal talk, Yale Law School. spoke from rough notes. Topic:

Church Arsons.
* March 21, 1996, Remarks at Mock Hearing 'Retention of the Assault Weapons

Ban."
* February 24. 1997, Remarks, Customs Diversity Event.
* June 8. 1997, Address on One Year Report to President of National Church

Arson Task Force.
* July 15S. 1997, Renmarks before National Association of Black Customs Agents.
* February 19, 1998, Remarks at US Customs Service Black History Month

Presentation.
* February 23. 1998. Remarks during FLETC Black History Month Celebration.
* February 21. 1998, Remarks, Dale City Multicultural Awards and Scholarship

Banquet.

17. Qualifications: (State what, in your opinion, qualifies you to serve in the position
to which you have been nominated.)

The position of Under Secretary of fth Treasury has tremendous scope,
requiring expertise in federal law enforcement policy, practical familiarity with law
enforcement operations, knowledge of and sensitivity to trade issues, management
acumen and, finally, a balanced touch with respect to oversight of the enforcement
bureaus. By virtue of my training and experience, I am well suited for the job.

For all but two and a hadf years of my career, I served as either judicial law clerk,
a prosecutor, or a senior law enftormnt official in theTreasury Department. During
that time. I have come to know well the policy, administrative and practical challengs
facing the enforcement bureau over which fth Office of fth Under Secretary for
Enforcement has oversight As a litigation associate in a large law firm. I represented
clients in cases involving petty crime, civil suits alleging law enforcement abuse and
investigations of alleged securitios fraud. This experience has balanced my view of law
enforcement

My knowledge of the Treasury enforcement bureaus, developed as a prosecutor.
has bee broadened and deepered over the years s l have helped fth Department
work through a variey of challenig issues, including the White House Security
Review, fth Good 0 Boys Roundups, and the Church Fires Investigations.

As Assistant Secretary for more tha two years. I have e~he persoally
managed or assisted In the manmnt of many of the Most Pressing issues facing
Treasury Enforcement. As co-chair of the National Church Arson Task Force. I have
wo-rked with my Justice Department counterpart to oversee a succoessfJl see of
investigations in which our investigators have been often applauded for ther ability to
investigate aggressively, yet with sensitivty to the victims of the crimes. I have bee
one of the principal officials responsible for coordinatingfth development Of fth
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Administration's international anti-money laundering efforts pursuant to Presidential
Decision Directive 42 and have served 03s the Department's representative on the US-
Mexico High Level Contact Group against Narcotics. As the senior official with direct
oversight over the Office of Foreign Assets Control and chair of the Treasury
Department's working group on sanctions, I have become familiar with the challenges
of sanctions policy. As chair of Customs' Commercial Operation Advisory Committee. I
have acquired a greater facility with issues important to the trade community and have
been credited with revitalizing the work of ft committee.

Finally, in the last two years, I have developed skills and relationships that will
help me exercise appropriate oversight and act as an advocate for Treasury
enforcement bureaus. I believe that I will have the confidence of the men and women
of Treasury Enforcement and hope to have that of the Senate.

B. FUTURE EMPLOYMENT RELATIONSHIPS

1I Will you sever all connections with your present employers, business firms.
associations, or organizations if you are confirmed by the Senate? If not,
providedetails.

I am currently employed by the Department of the Treasury. I have no
associations with any business firms, associations or organizations.

2. Do you have any plans, commitments, or agreements to pursue outside
employment, with or without compensation, during your service with the
government? If so. provide details.

No.

3. Has any person or entity made a commitment or agreement to employ your
services in any capacity after you leave governent service? If so. provide
details.

No.

4. If you are confirmed by the Senate. do you expect to serve out your full term or
until the next Presidential election. whichever is applicable? If not, explain.

Yes.
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C. POTENTIAL CONFLICTS OF INTEREST

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

None.

2. Describe any business relationship, dealing or financial transaction which you
have had during the last 10 years, whether for yourself, on behalf of a client, or
acting as anl agent, that could in any way constitute or result in a possible cbnflict
of interest in the position to which you have been nominated.

None.

3. Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the pssage, defeat, or modification of
any legislation or affecting the administration and execution of law or public
policy. Activities performed as an employee of the Federal government need not
be listed.

None.

4. Explain how you will resolve any potential conflict of interest, including any that
may be disclosed by your responses to the above items. (Provide the Committee
with two copies of any trust or other agreements.)

If I should become aware of the potential for a conflict of interest to arise, I will
consult promptly with Treasury's ethics officials.

5. Two copies of wiiten opinions should be provided directly to the Committee by
the designated agency ethics officer of the agency to which you have been

nominated and by the Office of Government Ethics concerning potential conflicts
of interest or any legal impediments to your serving in this position.

6. The following information is to be provided only by nominees to the Positions Of
United States Trade Representative and Deputy United States Trade
Representative:

Have you ever represented, advised, or otherwise aided a foreign government or
a foreign political organization with respect to any international trade matter? If
so, provide the name of the foreign entity, a description of the work performed
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(including any work you supervised), the time frame of the work (e.g., March to
December 1995), and the number of hours spent on the representation.

D. LEGAL AND OTHER MATT ',RS

Have you ever been the subject of a complaint or been investigated, disciplined,
or otherwise cited for a breach of ethics for unp~rofessional conduct before any
court, administrative agency, professional association, disciplinary committee, or
other professional group? If so, provide details.

No.

2. Have you ever been investigated, arrested, charged, or held by any Federal,
State. or other law enforcement authority for a violation of any Federal, State,
county or municipal law, regulation, or ordinance, other than a minor traffic
offense? If so, provide details.

No.

3. Have you ever been involved as a party in interest in any administrative agency
proceeding or civil litigation? If so, provide details.

No.

4. Have you ever been convicted (including pleas of guilty or nob contendere) of
any criminal violation other than a minor traffic offense? If so, provide details.

No.

5. Please advise the Committee of any additional information, favorable or
unfavorable, whiich you feel should be considered in connectionwith your
nomination.

None.

E. IETnFYING BE-FORE CONGRESS

I If you are confirmed by the Senate, are you willing to appear and testify before
any duly constituted committee of the Congress on such Occasions as you may
be reasonably requested to do so?

Yes.

2. If you are confirmed by tho Senate, are you willing to provide such information as
is requested by such committees?

Yes.



PREPARED STATEMENT OF RAYMOND W. K;LLY
Mr. Chairman, Senator M oynihan. The last time I appeared before the Senate Fi-

nance Committee for a confirmation hearing it was as the nominee for Under Sec-
retary of the Treasury for Enforcement. I had come to the post with some familiarity
with Treasury's enforcement bureaus, having worked with them -during my career
in the New York City Police Department.

That relationship, obviously, has become much closer since corning to Treasury.
My tenure as Under Secretary has given me a greater appreciation for both the abil-
ity and the potential of the Bureau of Alcohol, Tobacco and Firearms, for the Secret
Service and for the Customs Service, as well as the other arms of Treasury enforce-
ment.

It has also reinforced for me the importance of cooperation among Federal and
local law enforcement generally, and between the Treasury and Justice Depart-
ments in particular. There will always be a healthy spirit of competition among the
best practitioners of law enforcement. But in the interest of public safety, we must
set the rivalries aside and work toward a common end. That has happened between
the Treasury and Justice Departments in recent arson and bombing invetigations,
in counter narcotics efforts, in airline safety, and a whole hosto ways that has
made for better law enforcement. I encouraged that kind of cooperation at the
Treasury Department, and I will continue, given the opportunity to do so, at the
Customs Service.

The Customs Service is the nation's oldest law enforcement arm. And it remains,
first and foremost, just that-a law enforcement agency. But much has changed in
two centuries--not the least of which is America's emergence as the world's eco-
nomic giant, with trade and commerce relationships the world over. America's
wealth, and the opportunity that wealth has afforded millions of Americans, is inex-
orably linked to the free flow of goods and services across borders.

The Customs Service has worked closely with the trade community. I want to
strengthen the relationship. I want to make it even closer. It is essential for both
the free flow of trade and our enforcement mission. There has been progress. But
we can do more. I want to improve the information flow between us, and work out
any glitches in the modernization process that may have impeded us in the past.The
Customs Service is duty-bound to stop drug dealers, illegal arms merchants and oth-
ers who traffic in death and addiction for profit. The sheer volume of modern trade
makes the inspection of every item entering the United States impossible. We can't
do it, and we wouldn't, want to even if we could. We need the trade industry's co-
operation, and the Customs Service needs to cooperate with it. The Customs Service
must also continue to invest in technology-such as advances in x-rays and other
means of inspection to do what human eyes and hands cannot do alone.

The Customs Service, at its core, must be vigilant. We have seen criminal organi-
zations, particularly in narcotics, put entire societies at risk by assaulting and cor-
rupting law enforcement, by manipulating financial systems, and by undermining
democratic institutions, It is unimagin'able for the same thing to happen in the
United States. But one of law enforcement's responsibilities is to plan for unimagi-
nable things; to pursue wrongdoers so the unimaginable remains unimaginable.

The Customs Service needs to stay ahead of the technological curve-the same
technology that organized crime is eager to exploit. The drug cartels would prefer
to move their profits as data over fiber optic highways instead of cash over inter-
state highways. We seize a lot of their money that way. Customs has done some
remarkable work in stopping the cartel's latest money laundering activity. Oper-
ations Wire Drill, El Dorado and Casablanca were reat successes in taking down
some of the underworld's most sophisticated money laundering schemes. That kind
of good, effective law enforcement needs to continue and expand as criminal organi-
zations seek new ways to move their ill-gotten gains.

I want to compliment the fine men and women of the Customs Service. I look
foward to working with these professionals on a daily basis. The Customs Service
has done very good law enforcement work. But it can do it better. It can do better
by recruiting the best candidates possible for agents and inspectors; by improving
training; by investing in and deployn the best technology available, and by build-
ing the strongest alliances possible th the trade community.

Above all, the Customs Service must be persistent. It must be dogged in its deter-
mination to bring smugglers and other law breakers to justice. That really is the
secret to the success of American enforcement-persistence. We persist. We spend
resources in persisting. We provide for a peerless criminal justice system that guar-
antees everything from a fair trial to humane prison conditions. We tend to spend
the money to do it right. We stay the course. That combination of resources and



commitment puts law breakers in considerable peril. Criminals in America who are
nTh cagh in te ac, tend to be caught som.4time thereafter.

Tefte of any criminal who tries to defeat the Customs Service should be cap-
tured--sooner or later. I envision the Customs Service-at its best-as ever vigilant
and doggedly persistent. I see the Customs Service making druq smuggling, arms

tafckin and money laundering the riskiest of high risk activities, prone to fre-
quent and spectacular failure.

Given the opportunity, I will work veryhard to make it so. My professional career
has been devoted to law enforcement. Iam, therefore, privileged to be nominated
as Customs Commissioner and want to publicly thank President Clinton and Sec-
retary Rubin for their confidence in me to take on this important new role. I am
happy to answer any questions the Committee may have.

THE WEIITE HOUSE
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SENATE FINANCE COMMITTEE
STATEMENT OF INFORMATION REQUESTED OF NOMINEE

A. BIOGRAPHICAL INFORMATION

I Name: (Include any former names used.)

Raymond W. Kelly

2. Position to which nominated:

Commssoner, U.S. Customs Service

3. Date of nomination:

May 111, 1996

4. Address: (List current residence, office, and mailing addresses.)

ResIdence: 801 Pennsylvania Avenue, NW, SPHIO0
Washington, DC 20004

Office: Department of fth Treasury
Office of Enforcenmt
150 Pennsytvnla Avenue, NW
Washington, DC 20220

Mailing Addree: 375 So. End Avenue
New York, NY 10280

5. Date and place of brh

September 4, 1941
New York, New York

6. Marital status: (include maiden name of wife or husband's name.)

Married to Veronica C. Kelly (maIdeti name - Clarke)
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7. Names and ages of children:

James F. Kelly, age 31
Gregory R. Kelly, age 29

8. Education: (List secondary and higher education institutions, dates attended.
degree received, and date degree granted.)

Harvard University, Kennedy School, September 1983 -June 1984,
MPA degree received June 1984

NYU Graduate School of Law, September 1971 -June 1974,
LLM degree received June 1974

St. John's University School of Law, September 1967 -June 1971,
JD degree received June 1971

Manhattan College, September 1959 -June 1963,
BBA degree received June 1963

9. Employment record: (Listjll jobs held since college, including the title or
description of job, name of employer, location of work, and dates of
employment.)

Dap urtment of the Treasury
Under Secretary for Enforcement
Washington, DC 20220
July 1996 -Present

The Investigative Group. Inc.* (a company that specializes In litigation,
support and due diligence Investigations for the legal community)
President
New York, New York 10017
Employer. Terry Lonzner
July 1994 -Aprl 1996

*Pursuant to a contract with the U.S. Department of State, functioned as
the monitor of te Interim Haitian Police Force while a new police force
was being recruited and trained.

Now York Univsrsit
The Wagner School
New York, New York 10003
Employer. Robert Blom*
January 1994 -July 1994
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Now York City Police Department
Police Officer-Patrol Officer,
Sergeant-Patrol Supervisor,
Lieutenant-Patrol Supervisor/Legal Advisor,
C.,ptaIn -Precinct Commander,
1984 - Deputy Inspector, Precinct Commander,
inspector-Commanding of Management Analysis and Planning Unit,
1987 -Depu'ty Chief-Commander of Management Analysis and
Planning Unit
Assistant Chief, Commander of Special Operations Division,
First Deputy CommissionGir-Secofld In Command of NYC Police Dept.
Police Commissionor Chief of NYC Police Dept. -Retired January 8,1994
New York,- New Yoi-k 10037
Employer: mayor David N. Dinkins
Novarmber 1961 -January 1994

Uni104 StatfkMAar~ftLCOpzI
Active Duty 1903-1936 Platoon Commander and Artillery Officer,
Ca.mp Pendolton Califoria a~nd Republic of Vietnam.
Member of tho United States Marine Corps Reserve from 1988-
un~til retirement In June 1993 with rank of Colonel.
December 1931 - June 1993

sv~gid,YaJyJAAJiW anId womelfy
Part-time law practice
Mineola, NY - Firm went out of business In 1981
1979-1 981

Nnwy~oXIA11yNAWt
Part-time columnist
1994-1995

10. Government oxperi3flce: (List any advisory, consultative, honorary, or other paft-
time service or positions with Federal, State or local governments, other than
those list6-d above.)

Othor than above, I was a consultant to the City of Oniaha, Nebraska
concernig the negotiation of a collective bargaining agreement with
its police, force from 4/94 to 9194

In May 1995 I waua appointed to a position on an oversight committee
of the New York City Police Department's Internal Investigations by the
NYC Council. However, that committee was the subject of litigation and
never began to function.



11. Businoss relationships: (List all positions held as an officer, director, trustee,
partner, proprietor, agent, representative, or consultant of any corporation,
company, fim, partnership, other business enterprise, or educational or other
institution.)

None, other than those listed for Question 9

12. Memberships: (List all memberships and offices held in professional. fraternal.
scholarly, civic, business, charitable, and other organizations.)

Member, Marine Corps Reserve Officers Association
Member, Nassau County Bar Association
Member, International Association of Chiefs of Police
Board Member, National Center for Missing and Exploited Children
Board Member, Futures In Education
Board Member, Goods for Guns
Board Member, Center for Employment Opportunities
Advisory Board Memnbir, Foundation for a Civil Society
Vice President for the AmerIcas, Interpol

13. Political affiliations and activities:

a. List all public offices for which you have been a candict~e.

None

b. List all memberships and offices held in and services rendered to all
political parties or election committees during the last 10 years.

None

C. Itemize all political contributions to any individual, campaign organization,
political party, political action commitioe, or similar entity of $50 or more
for the past 10 years.

Financial contribution In the amount of $100 to the reelection d

campaign of Gov. Mario Cuomo, September 1994



14. Honors and Awards: (List all scholarships, fellowships, honorary degrees.
honorary society memberships, military medals, and any other special
recognitions for outstanding service or achievement.)

Awarded Mayor's trophy for graduating first In NYC Policy Academy
class out of a class of 1800. (1967)

Awarded Police Foundation scholarship to Harvard University In 1983.

Received 15 awards for meritorious service while member of the New York
City Policy Department

Law Enforcemert Executive of the Year, NY State (1993)

Meritorious award from President Clinton for service In Haiti

Commander's Medal for Public Service by Chairman of Joint Chiefs of
Staff (March 1995)

Honorary degree awarded by Marist College (May 1995)

Honorary degree awarded by Manhattan College In 1996

Honorary degree awarded by College of St. Rose In 1997

Honorary degree. awarded by St. John's University In 1998

15. Published writings: (List the titlei. publishers, and dates of all books, articles,
reports, or other published materials you have written.)

HaitI3n Diary -NY Times, April 2, 1995

The followiing NY Daily News articles:
How to Prevent the Bigots from Becoming Cops, 10111/95
Kelly Clears Air of Safety Issue, 08/25/95
Why the NYPD Blue It In DC, 05/25/95
Burglaries Down but Not Out, 05/22i94
Kidnap Victim passes Test of Courage, 08/21/94
When a Cop gets Killed, a Bit of Blue Dies, 3/20/94
Time to Trust New Plan for Policing Cops 7/17/94
Gangs Don't Reign In this City, 4117194
Twin Towers of World Trade Center Probe, 3/06/94



16. Speeches: (List all formal speeches you have delivered during the past ive
years which are on topics relevant to the position for which you have been
nominated. Provide the Committee with two copies of each formal speech.)

2 copies of the following speeches enclosed:
1. Statement before the House Comm ittee on Appropriations,

Subcommittee on Treasury, Postal Service and General Government
- February 25, 1997

2. Testimony before the House Subcommittee on General Oversight and,
Investigations, Committee on Banking and Financial Services
- March 11, 1997

3. Testimony before the Caucus on International Narcotics Control,
U.S. Senate -May 14, 1997

4. ABA Speech - November 5,1997

17. Qualifications: (State what, in your opinion, qualifies you to serve in the position
to which you have been nominated.)

My professional life has consisted of a number of challenging positions
with Increasing responsibility In the law enforcement field culminating In
my being the Chief Executive Officer of the largest law enforcement
organization In the United States. During the past two years I have had
oversight responsibility for the U.S. Customs Service and am now being
nominated for the position of Commissioner of the Customs Service.

B. FUTURE EMPLOYMENT RELATIONSHIPS

I Will you sever all connections with your present-empioyers, business firms,
associations, or organizations if you are confirmed by the Senate? If not,
provide details.

Not applicable

2. Do you have any plans, comiitments, or agreements to pursue outside
employment, with or without compensation, during youe service with the
government? If so, provide details.

No

3. Has any person or entity made a commitment or agreement to employ your
-services in any capacity after you leave government service? If so. provide
details.



4. If you are confirmed by the Senate. do you expect to serve out your full term or
until the next Presidential election, whichever is applicable? If not, explain.

Yes

C. POTENTIAL CONFLICTS OF INTEREST

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

None

2. Describe any business relationship, dealing or financial transaction which you
have had during the last 10 years. whether for yourself, on behalf of a client, or
acting as an agent, that could in any way constitute or result in a possible conflict
of interest in the position to which you have been nominated.

None

3. Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat, or modification of
any legislation or affecting the administration and execution of law or public
pG icy. Activities performed as an employee of the Federal government need not
be listed.

None

4. Explain how you will resolve any potential conflict of interest, including any that
may be disclosed by your responses to the above items. (Provide the Committee
with two copies of any trust or other agreements.)

If I should become aware of the potential for a conflict of Interest to arise, I
will consult promptly with Treasury's ethics officials.

5. Two copies of written opinions should be provided directly to the Committee by
the designated agency ethics officer of the agency to which you have been
nominated and by the Office of Government Ethics concerning potential conflicts
of interest or any legal impediments to your serving in this position.



6. The following information is to be provided only by nominees to the positions of
United States Trade Representative and Deputy United States Trade
Representative:

Have you ever represented, advised, or otherwise aided a foreign government or
a foreign political organization with respect to any international trade matter? If
so. provide the name of the foreign entity, a description of the work performed
(including any work you supervised), the time frame of the work (e.g.. March to
December 1995), and the number of hours spent on the representation.

D. LEGAL AND OTHER MATTERS

I. Have you ever been the subject of a complaint or been investigated, disciplined.
or otherwise cited for a breach of ethics for unprofessional conduct before any
court, administrative agency, professional association, disciplinary committee,
or other professional group? If so. provide details.

No

2. Have you ever been investigated, arrested, charged, or held by any Federal,
State. or other law enforcement authority for a violation of any Federal, State,
county or municipal law, regulation, or ordinance, other than a minor traffic
offense? If so. provide details.

No

3. Have you ever been involved as a party in interest in any administrative agency
proceeding or civil litigation? If so. provide details.

No

4. Have you ever been convicted (including pleas of guilty or nobo contenders) of
any criminal violation other than a minor traffic offense? If so, provide details.

No

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

E. TESTIFYING BEFORE CONGRESS

I If you are confirmed by the Senate. are you willing to appear and testify before
any duly constituted committee of the Congress on such occasions as you may
be reasonably requested to do so?

Yes

2. If you are confirmed by the Senate. are you willing to provide such information as
is requested by such committees?

yes
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RE~sPoNsE8 To QUESrloNS SUBMITTD BYCHAMAN ROTH

Question 1: How do you plan to meet the challenge of increasing interdiction pro-
grams while improving Customns' commercial operations under current fiscal re-
straints?

Answer; First Customs should continue its work with the trade community to im-
prove voluntr compliance with trade laws. High compliance by legitimate traders
allows Customs to shift the focus of its limited resources to high-risk, non-compliant
operators. Another way to say this is that effective enforcement and facilitation are
not competing objectives. Facilitation-for compliant operators-is the natural out-
come of effective enforcement that is targeted to non-compliant operators. The im-
proved compliance we seek can be achieved through the effotsofimportrs export-
ers, and carriers to exercise reasonable care to assure that information fifed with
Customs is accurate and complete, and that commercial cargo and carriers are not
exploited to conceal shipments of drugs and other contraband.

Second, Customs must make the most effective use of the resources it has and
use those resources, such as non-intrusive examination technology and automated
systems, to expedite the flow of legitimate trade.

Question 2: How will Customs communicate resource allocation decisions to indus-
try, particularly as they affect the assignment or reassignment of inspectors?

Answer: Very often decisions to change staffing levels at ports are made in re-
sponse to requests from the local trade community presented at meetings with local
us 1tms officials. The reorganization of Customs a few years ago was intended to

give Customs officials at the port level greater discretion to respond to local condi-
tiosad much of the communication with the trade occurs, and should occur, at
thloa level.

However, there mar also be adjustments in staffing levels in response to informa-
tion about patterns of drug smuggling and other illegal activities, and Customs may
not always be free to publicize these changes. Because of my concerns that Customs
does not have a staffing allocation model that permits it to identify staffing require-
ments at a particular port to implement its mission effectively, I have worked with
Customs to develop) a request for proposals to develop such a staffing model. That
contract has been let and should be completed within the next several months. Once
we have that information, it will permit Customs to make better decisions on staff-
ing.

Question 3: What is Customs' time line for completing key current automation
projects and initiating new programming to automate functions currently performed
manually (in-bond, foreign-trade zone, vessel entry and clearance, etc.)?

Answer: The answer to that question is heavily dependent on budget resources
available to Customs. I shall be pleased to provide you with time lines based on var-
ious budget assumptions.

Question 4: What processes will you implement to assure systems development re-
flects industry practice and is useulto both the federal government and the inter-
national trade community?

Answer: Communication with the trade community is the key element to assuring
that systems development reflects industry practice and is useful. Treasury and
Customs already have a number of formal and informal means for communicating
with the trade community , including the Treasury Advisory Committee on Customs
Commercial Operations, which was originally created by the Finance Committee
about a decade ago.

More specifically, the Office of Enforcement at Treasury has been actively engaged
in development of an International Trade Data System that will allow the trade
community to satisfy the data needs of all government agencies with a standard set
of data transmitted electronically, rather th an having separate reports to multiple

aeces as is now required. Moreover, to the extent possible the data used by the
Inerational Trade Data System will be commercial data, created by the trade com-
munity for its own uses.

Question 5: How will you co-ordinate these effort's with the trade to Ensure private
businesses can make their resource decisions regarding automated systems develop-

--ment?
Answer: As I mentioned, regular communication and consultation with the trade

community is key' to assuring that systems development within government pro-
ceeds in a direction that is compatible with work underway in the private sector.
In addition, Customs must be able to deliver new automated systems on schedule,
so that private businesses can make intelligent decisions about the timing of their
own investments in systems up~rades. I hope to be able to work closely with the
business community, and with Congress, to assure that Customs has the resources
needed to complete its automated systems development according to plan.



Question 6: What compliance measurements will Customs use to determine that
enforcement and interdiction efforts are working and are not resulting in cargo and
vessel delays?

Answer. Customs has for about the last three years been using a system of ran-
dom examinations to measure compliance and to validate selectivity criteria in its
automated risk assessment system. As results of this compliance measurement sys-
tern accumulate, Customs will use this data base to adjust targeting criteria to focus
enforcement aind interdiction efforts on high-risk, low-compliance operators. This
will minimize unnecessary delays for highly-compliant operators.

Question 7: Should Customs follow the decisions of the courts interpreting U.S.
customs law?

Answer: Customs should and does follow the decisions of courts, as should any
other agency of the Executive Branch.

RESPONSES TO QUESTIONS SuBmrrTED BY SENATOR CONRAD

Question: The Customs Modernization Act was enacted into law on December 8,
1993. It provides for simplified automated entry procedures to enhance enforcement
and facilitate trade. The Mod-Act emphasizes the need for recordkeeping in order
to verify post-entry compliance . At this time Customs is engaged in a major rule-
making in connection with the law.

There is a concern that this much-delayed rulemaking may impose burdensome
and costly requirements which will do little to attain the Mod-Act's enforcement ob-
jectives.* It will also impede trade in high value, low volume express shipments.

We would ask that you assess these matters and report back to us on when the
rulemaking will be completed, as well as what steps are being taken to make certain
that recordkeeping requirements enhance the flow of trade while at the same time
meet enforcement objectives.

Answer: The Customs Service has consulted with the trade on all proposed regu-
latory packages implementing the Mod-Act. The recordkeeping proposal was posted
on the Customs Electronic Bulletin Board and published in the Federal Register for
public comment. The final rule, which was published in the June 16, 1998 Federal
Register takes into account many of the trade's concerns about recordkeeping proce-
dures, and attempts to reduce those burdens.

For example, the original recordkeeping proposal would have treated all parties
equally and required that all records relating to importations be kept for the full
five-year period permitted by the law. The final adopted rule distinguishes records
by the nature of the role played by the party and the importance of the record so
that:

-packing lists need be retained for only 60 days from the end of the release or
conditional release period or 60 days from the redelivery date;

-a consignee who is not the owner or-purchaser and who appoints a customs
broker is required to keep records pertaining to informal entries for only 2
years;

-records pertaining to certain articles admitted free of duty and tax, and carriers'
records pertaining to manifested cargo that is exempt from entry, are required
to be kept for only 2 years from the date of entry or other activity requiring
the record.

In addition, although the original proposal required Customs' approval to convert
original records to alternative methods of storage, and required those who choose
to convert to an alternative storage method to keep original records for a full year,
the final rules require only that Customs be notified of the conversion to alternative
methods of storage and that original records (in the form received by the record-
keeper, whether paper or electronic) be kept -for 120 calendar days from the end of
the release or conditional release period or from the redelivery date, unless goods
are under detention, seizure, court proceeding, or investigation.

Customs expects to have the remaindig Mod-Act regulations published in pro-
posed or final form by the Fall of 1998, except for automated procedures that re-
quire testing and evaluation before the procedures may be implemented on a perma-
nent basis.

*The notices published by Customs indicate that while the agency advocates modernization
the rules would have the opposite effect. For example, it would require records to be maintained
for the first year on paper. For many carriers this means many records presently kept electroni-
cally would have to be converted to paper for one year in order to be compliant.



RESPONSES TO QUESTIONS SUBMITTED BY SENATOR GRASSLEY

Question 1: Mr. Kelly, I am concerned that new advances in digital imaging tech-
nology have made it far more difficult for law enforcement to root out child pornog-
raphers, and that we need to redouble our efforts to protect America's youth from
this horrible crime. As you may know, the FBI Director has indicated in a letter
to me that the-FBI has accumulate a large database of individuals who have sent
child pornographic images to undercover agents, during the 'WInnocent Images' in-
vestigation. According to the FBI Director, only 455 of these people were being in-
vestigated as of Aprif of 1998. 1 ind this lack of conmmitment to investigating child
pornography appalling. The Customs Service has jurisdiction to investigate certain
types of child pornography, including the transmission and receipt of child pornog-
raphy via computer networks. It is my understanding that the investigation of child
pornogiraphy may not have received sufficient emphasis in recent years in the Cus-
toms Service. What steps will you take if confirmed, to ensure that computer child
porn~ offenses are fully investigated and given a high priority within Customs Serv-
ice priority enforcement programs?

Answer: Having spent my entire career i-a law enforcement, I know the impor-
tance of an aggressive investigative approach to criminals who target children. I can
think of no more insidious criminals than those who engage in such abhorrent ac-
tivities. As you know, the U.S. Customs Service has jurisdiction over smugling ac-
tivities. Internet-based child pornography, by its very nature, is predominantly an
international smuggling activity. Most of the materials used in the production and
distribution of child pornography as well as the prnography itself have traveled in
foreign commerce. Since 1995, Customs has conducted undercover and special oper-
ations targeting individuals and businesses that use computers to transmit and re-
ceive international child pornography. These investigations have resulted in the ar-
rest cf more than 500 individuals in the United States. In Fiscal Year 1997, Cus-
toms' enforcement against child pornography on the Internet resulted in 173 arrests
and 178 convictions. Long before the Internet, Customs was making child pornog-
raphy cases against importers who tried to smuggle the material into the U.S. Since
the Internet As a faster, cheaper and safer way for child pooraphers to move their
products, child pornographers have found -it to be a preferred medium for carrying
out their illicit activities. Customs created the Cyber Smuggling Center to combat
this phenomenon. This Center coordinates and oversees all cyberspace-based inter-
national criminal investigations, including child pornography and child exploitation.
Because of the international movement of pornographic materials, each of Customs
135 national and international offices has at least one investigator trained to iden-
tify and develop child pornography cases. Customs has trained police officers,
judges, border guards and prosecutors in child exploitation. This training has gen-
erated numerous electronic leads between U.S. Customs and its counterparts all
over the world. I believe Customs can and should do more in the area of child por-
nography. One of the limiting factors is resources. I assure you that I will make the
enforcement of child pornography laws one of my highest priorities at the Customs
Service. Furthermore, I will do everything I can to secure appropriate resources in
futui-e budgets for Customs to attack those who prey on innocent chidren.

In addition to drug interdiction, another high priority for the U.S. Customs Serv-
ice is addressing illegal transshipment of textile products subject to quotas under
the U.S. Textile Quota Program. It is my understanding that the primary focus of
Customs' activities on this front is new entry requirements for textile and apparel
products. Specifically, importers are being required to present large volumes of pro-
duction documents obtained from their foreign manufacturers which Customs offi-
cials then review and decide whether sufficient information has been provided to
prove the origin of the merchandise. This review process, in many cases, takes
wNeeks and even months to complete, during which the importer cannot get access
to their goods. I also understand that this polic 'y of requiring the presentation of
the production documents and completing the review before release of the merchan-
dise applies without regard to whether the importer has successfully undergone a
Customs compliance assessment of its anti-transhipment program. Customs has ap-

:aetyconducted a significant number of these types of assessments, and a num-
r companies were deemed to have good anti-transshipment compliance pro-

grams. I, therefore, have several questions about this.
Question 1: It seems that Customs' strategic mission in this area is focused on

enforcement solutions, with little being done to promote prevention and to reward
those companies that have undertaken programs to prevent illegal transshipment.
Why doesn't Customs distinguish bet-seen those importers who have strong compli-
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ance programs and those that do not? Wouldn't this result in a more efficient and
effective allocation of enforcement resources and encourage more importers to invest
in compliance programs?

Answer: Customs does recognize and reward the efforts of individual companies
that have strong compliance programs. For example, Customs substantially miti-
gae penalties for companies that are found to have imported transshipped textile
prodcts if those companies have strong compliance programs in place, on the
ground that those companies have exercised due diligence and reasonable care to
avoid dealing in transshipped products. Although this more lenient treatment pro-
vides some incentive for companies to be compliant, the greatest incentive for a comn-
pany to invest in a strong compliance program is that it greatly reduces the lilkeli-
hod that the company will be stuck with a shipment of illegal goods that can't be
imported.

However, no company's compliance program is foolproof. Therefore, while Customs
can take a company's compliance history into account in deciding what and how
much to examine, it cannot simply bypass a company's imports without examina-
tion. A key vulnerability in any company's compliance program is its dependence on
the accuracy and authenticity of export licenses, or visas, issued by foreign govern-
ments. Even an importer who appears to have a strong compliance program can be
guilty of presenting a fraudulent visa.

Question 2: 1 understand that textile and apparel imports account for about 20
percent of the total imports each year, but for some one-third of the time of Customs
officials at the ports. What is the reason for the disproportionate amount of time
spent on textiles and apparels? What actions are being takeen to quickly automate
and streamline the entry process for this sector?

Answer: Textile and apparel goods are subject to absolute quotas, and like other
imports that are subject to quotas they require more time and effort both from Cus-
toms and from importers. Textile and apparel imports are a special case because
they are traded under bilateral agreements with the exporting countries. Under
these agreements, an exporting country provides an export license, oi, visa, to certify
that goods have been manufactured in that country, have been a approved for export
to the U.S., and may be charged against that country's quota allocation. Customs
officers must spend some time to verify that visas are authentic. Finally, because
the textile quota system operates under bilateral agreements that allocate quotas
to individual countries, rather than under a universal quota, Customs officers must
be on the lookout for transshipment, that is, goods produced in one country and mis-
represented as being from another country.

Customs tries to administer this quota system as efficiently as possible. In order
to streamline the processing of visas and reduce the potential for fraud Customs has
been working with exporting countries to institute electronic visa verification sys-
tems. But textile and apparel imports will always require a disproportionate amount
of time and effort.

Question 3: Since 1996 the Customs Service has published the names of foreign
entities against which Section 592 penalties have been made for violations related
to textile quota merchandise. Once a company's name appears on that list, U.S. im-
porters buying goods from a named company are required to exercise a higher de-
gree of reasonable care to ensure that the origin of the merchandise is correctly
identified. However, one of the complaints I have been hearing about that list is
that it tells the importer too little. It gives the name and address of the foreign en-
tity but no information on the data or subject of the violation. As a matter of in-
formed compliance, is there other information that could be provided to U.S. compa-
nies to assist them in deciding whether to do business with an entity on the list?

Answer. Customs' efforts to promote informed compliance through disclosure of in-
formation about violations must be balanced against other objectives and concerns.
Information cannot be provided on a case that is under investigation until the inves-
tigation is completed. At that point Customs has more and better information that
can be published to guide the trade. Although there has been interest expressed in
having Customs publi-sh the names of companies suspected of transshipment and
other -violations, Customs has declined to do so until those suspicions have been con-
firmed.



RESPONSES TO QUESTIONS SUBMITED BY Q~ENATOR CHAFEE

% estion 1: The Customs Service is a vital organization that serves a key function
wit *n our government. While Customs has si cant drug interdiction responsibil-
ities, I hope that as Commissioner you also Il I nsr that the agen--cy's traditional
focus-trade matters-is not left behind. If our firms are to compete in the global

eooy, we must have a Customs Service that is dedicated to te enforcement of
our trade laws. I would appreciated any comments you midght have in response.

Answer: I fully recognize the importance of Customs' revenue collection and trade
enforcement missions. As you note, these are historically the core missions of the
Customs Service, and I loo forward to working with the Finance Committee on im-
proving Customs' performance of these traditional missions. If you look at our budg-
et requests for the last few years, and at reforms we have and are undertaking
within Customs, you will see the importance we attach to revenue collection and
trade law enforcement.

As a specific example, three years ago Customs implemented a compliance meas-
urement system that uses statistically valid random examinations to measure com-
pliance with revenue and trade laws, and to illuminate areas where compliance is
low. A reliable compliance measurement system is a powerful enfoxtement tool for
Customs. It also provides an accurate means for Congress to judge Customs' effec-
tiveness, and for the trade community to become informed about compliance prob-
lems.

Additionally, over the next few years we are planning on making a major invest-
ment to complete a re-design of Customs' automated commercial systems, not only
to enable Customs to adopt modern business practices in its dealing with the trade,
but also to improve Customs' enforcement effectiveness. Treasury is also taking the
lead in building an International Trade Data System for the government, which will
improve links among data bases of many agencies of government, including Cus-
toms, that have responsibilities for regulating different aspects of international
trade. Naturally, these are complex and difficult tasks. I am hopeful that we shall
have the advice and support of the Finance Committee as we deal with them.

Question 2: Customs has been in the process of implementing the Customs Mod-
ernization Act, which Congress enacted as p art of the NAFTA implementing legisla-
tion in December 1993. Modernization of Customs procedures is a goal that all of
us share. However, I have been made aware of concerns that certain recordkeepi ng

rqieents under consideration could have the effect of imposing significant bur-
desoecompanies without enhancing the flow of trade. Will you, as Commissioner,
work to ensure that requirements implemented pursuant to the Customs Mod Act
are reasonable and have the effect of promoting trade?

Answer: The Customs Service has consulted with the trade on all proposed regu-
latory packages implementing the Mod-Act. The recordkeeping proposal was posted
on the Customs Electronic Bulletin Board and published in the Federal Register for
public comment. The final rule, which was published in the Federal Register of June
16, 1998, takes into account many of the trade's concerns about recordkeeping proce-
dures, and reduces those burdens.

For example, the original reecordkeeping proposal would have treated all parties
equally and required that all records relating to importations be kept for thKe full
five-yar period permitted by the law. The final ado pted rule distinguishes records

bthe nature ofthe role played by the party and the importance of the record so

-packing lists need be retained for only 60 days from the end of the release or
conditional release period or 60 days from the redelivery date;

-a consignee who is not the owner or purchaser and who appoints a customs
broker is required to keep records pertaining to informal entries for only 2
years;

-records pertaining to certain articles admitted free of duty and tax, and carriers'
records pertaining to manifested cargo that is exempt from entry, are required
to be kept for only 2 years from the date of entry or other activity requiring
the record.

Since I came to Treasury I have become very aware of the cost to the trade coin-
munity of burdensome reporting and recordkeeping requirements, and I am commit-
ted to keeping these burdens to a minimum. consistent with our obligation to effec-
tively carry out laws enacted by Congress.

Question 3: I want to mention one further matter. Some of my Rhode Island con-
stituents have raised cohcerns regarding their interactions with Customs agents

aroun thecounr. In situations where they have had differences of opinion with
Customs, they believe they have reason to fear retaliation if they appeal or other-
wise raise questions about a particular ruling or decision. This may simply be a per-
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epin, rather than a reality, but even a perception is troubling. I would like to
obti yur assurances; that as Commissioner, you will do your best to make sure
thatretribution plays no role at the agency or in its decisions.
Answer. Fear of retaliation or retribution for expressin oesoiinsol o

be tolerated. Like you, I believe even the perception of sciretribution in an agency
can be very damaging. I assure you, Senator, that I will not tolerate the specter of
reprisal by Customs employees against members of the public who may have differ-
ing op0 os 1 will do everything I can to ensure an environment within the Cus-
toms Service that is open, fair, and even-handed.

0


