- July 10, 1974

- : TIMORANDOM FOR DUDLEY CP&WA.I
\ Asgonia{:é {'.gsmf*ef o) t:hz* Prs,qz.c!ent

-

: ! This wégponds £o your comorandum of July 8 conceming
+ ‘g proposed waiver request puxsusat to 18 ULE,C. ZGS(b)(I)
"by Mr. Algh Greeaspan in comacerion with his nomination as
Chairtan of tho Council of Economic Advigers. The inftial
- question is whother the fimutions of the Coumeil of Iiconomic
Advisers include the ecasideration of Vparticulay suttors”
sé as to bring into play the prohibitisns of 18 U.5.C. 203(a).
According to the U.S. Goverament Grganization Emual, tlm ,
activitics of the cwncil are as £0lloms:

"The Cowdcll analyzes the national cecnooy
znd ity varicus soomentsy advises tho Presideat
oit ceotonde dcvclopm..nts' appraisea the J:conomic
programs ¢ad policics .of the Fedurnl Goveramenty
recomzends to tho President policics for ¢eonomic
: : prowth and stability; .ond assists in the prepara~
- . . tion of the cccnami.c Fopoxrts of the ?residcnt to
the Coagress.” _

Tt 1s doubtful on t:hc bosis of the deseription of the
agetivities of the Coundil that it ovor undértake:; the
nmsidemﬁm of particular matters covered by soétion 203 (a) .
Eowover, it is coaccivable that it might da go. :

Assusdng that such 2 art:tchiar matter might éociz
hefora tha Councll, we must next inquire whethor ¥r.
Grecaspin. would bo dlsqualified from parkicipating poréondliy
ond gubgtantislly in such a mittekr beezuse "to Him kunowledgey
bes his gyousd, minor child, pdrtancr [o#] organization in
g.hich he i gerving ag afficar, dizestor, trustcae, partnc!:,
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or organization with whos he 4s nerotiating or has any
drrangement. cornceriiniy prospective emploympat, has.a =

. #inencial iaterest™ in the matter: The possible-financial

* Anterest that is jnvolved drises from Mf. Greomopan's
~ounership of virtually all of the stock of Townsends

' Grocngpasy, & Cov,. Ifc. ead his arrannement for a return to
the £ir vhich is cngaged $n providing consulting services.
in the geseral ficld of econcmlics. Your memorandum notes
that the nced for a waiver "stems primarily f£rom the fmpack
of national cconoic policy on corporatioas wvhich are clieats
of Mr, Grédaspan's firm." ‘ ‘

Tt is posaible that gsorz of jth:;. £firm?s corporate
clicnts may roeelve financial benefits im an dndirect way
£rom activitics of the Council of Economic Advigers-in waich

¥r.. Greengpan As its chajfron would participate..
it s alsd possible fhat the. Flnaneial beasfits of

those elicats could result in financidl benefits to the
- firm, through zdditional fees for its consulting services.

_ Iut presumbly the f£ixn's Sorporata clicnts wounld not:
. ‘Boaefit in any preferential mander ag compared 1o other .
- siollar corporations. that gre not clieats 'of ¥, Grecnspan’s
~firm, In this situation an ad hoe walver for Mr. Greeaspan :
would not as & matter of Iay be beyond the authority. T
.- _provided by scetion 208(6)(1). That provision outhorized. -
- o ad hoc waiver by the appointing offteial whore he determines
that the finencial iatercst invelved *M.s xot so. substontial

. a8 to be deemed likely to affect thie Antegrity of the -
“services vhich tha Govérnment may cxpeet from fuch officor oir
exployec.” In thig comnection your attention is invited
to the. Presidential wombrandum of May 2, 1963; catitled .
YPihoventing Conflicts of Taterost ot the Part of Special
Covernment Employees™ (28 Fod.. Regs 4539), £nd now set
outin pextinent part in Chapter 735, Appendis C, of the
Federal Persommel Mandal. As to scetion 203, the hamorandum
- (which in this. ¥espeet is.also applicable to rdsular

© eoplayees) states: | y i
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i8 y.s.6. 208. Thia section. bcars o the
dgetivitica of Government persomicl; including -

“speeidl Govartuent ewployees; in the-course 6f

their official dutier. In general, it prévents
& Governhont cmployee from participating as

- chhiuaparticular watter: 3 whick, to his. -

Tnovlgdge,. h3, his spouse, minor child yartner,

" of & profit o# nonprofit caterprise 'with whaich:

Bbe is.conaceted, hag = Tinancial intetest:. Thé
section, howéver; peroifs onemmloyée!s dgency
to grant hiw g4 ad hoc-exemption i€ the intcrest
45 not 56 substontial as to affoct the dntegrity
of his ‘gorvicess, «msi@ificmt dnfarests also
iy be fraived by e generdl rule or regulatiom:
¥hether an ageacy should issue o general rule or
regulation and, If 1t dode 5o, whot ghandards
it should get arc question& tthick chonlid be

-~ pegolved by cach agency dn the coatext of itm-
. parideilar wesponsibﬂities aad . activitiﬁg‘

“ The. mttars imwhich special Govemmnt
ezployees are disqualifiecd by section 208 are not

Timited to those -involving g spéelfic party-or
partics 1% which the United si:atss iz & party o
-'has an: interestgas in goctidng 203; 205, and 2(}7.
tedly cxtends 3o mttez: "

Sectfon, 208 therefore wndoubt
in addition to contractyy grants; judicial pnd
quasi—judicial progecdings, and othér watters of zan
adversary patuve, Acco
hould, in.general, be dloqualified frox
pacticipating @s such in .z mittsy of 2ay type when

- 4ts outcoma will have z direst and pradidtabla -
-~ effect upon -the Einneinl Inferosts coverad By the

gection, The power-of exemmtion, howsyver;. sy ba
exercioed in thiy sitaation i€ tho spesfsl Béyam=
ot amylayce rédders tdvice off a, genaral gaturg -

"Frooawhich no préfoxtrcs oF advantane: over bthérs
. night be gadacd by say particulss POXIOR- OF
Tha pover of excapilon. may, of cmszsa,
_ bo gxereised 2lve whege fhe finaﬁcial interesta
. involvect ave zﬂ.uim:& dn ‘valua,

organization..
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- The Bemoranduh wis & contefpetancous constriction
of thé mbaning of the ravised conflict of laterest statutes,

has bocn consisteontly followad by the Executive, aad has
not béca. phjected to by tha Congrasss ' .

- With rospect to tha prescat draft of the lettex
ruch of it scems to deal with matters that are desipgned to

obviate any suggestions of an appearence of conflict but

that do not deal dircetly with ‘the question of & statutory

sonfilct under 18 U,8.C. 203, althouzh they do tead to

" winimize Yehe substentiality' of the fingacial interest -

fnvolved, So long 4s ¥Mr. Greenspan yotalns a stock interest
I his £lrm 24dd hag an arrsngesent concerning his prospective’
employment by the £firm the dmpact of that section is applicable
whothee or not the £irm hag prescat contractual or financial
comnections with the federal government -or any of ita agencieg,

he resipas as an officcy or director of the £i¥ms, places

his stock in o voting trust, aond does adt sharg in the

I would suggest zedrafting the last paragraph.
alorg tha following lines: . ,

. _Mpeemisa of my retention of the stock intexesi

I have in Towmgend-Grecnopan axid Company, Tuc.y
‘gnd ry prodpeétive roturm to the firm, Tam -

advigdd by gouasel £o request from you o walvéy
.~ . ‘pursucng o 18 U,S.C. 205(b) (1) with respect to
, any- possible conflict that might be inferzed
under 18 U.5.C, 203(2) in Yhe scase that such
atock could repiesent g €inaneinl interest e
.. covaked by that provisiox ond thé €iro itself T
N “pilpht have such A £inagncisl Interest. T -

Belicve that wnder the arrangerents doseribed

-ohove; thoge financial interests are cleariy
ot 5o substéntisk as to he deesed likely to

< ’ e . R - '

T -
e Ly e




4

Yome -

affect the iﬁt;égriig of the gervices which,

tho Govérnzteat may cxpock from e as Chairman.
of the Comoil of Fconsaic Advisers.™

»

Deputy Agsistont Attorndy Genoral
% . ‘Offlce of Yegal Coungel
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