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THE WHITE HOUSE

WASHINGTON

June 9, 1994

MEMORANDUM FOR SANDY BERGER
SUSAN BROPHY
SALLY KATZEN
BRUCE LINDSEY
SYLVIA MATHEWS
KATIE MCGINTY
JACK QUINN
CAROL RASCO
ROBERT RUBIN

| . | S
FROM: LLOYD CUTLER ?izyfl

STEPHEN NEUWIRTH

SUBJECT: 3:00 p.m.l meeting today on Congressional
requests Ifor information concerning the
White Ho&se role in agency rulemaking

The purposes of today s meetlng are (1) to review the
Administration’s policy lon the confidentiality of discussions
between the White House iand Executive Branch agencies on
rulemaking and. regulatory issues; and (2) to determine what
action, if any, the Whlte House should take in response to a
written request to EPA from ‘Senator Baucus seeking detailed
information on the National Economic Council and its role in any’
EPA rulemaking, regulatdry or pollcy matters since the start of
the Admlnlstratlon., f

]
Background

\

'As you know, Senatqr Baucus, Chairman of the Senate
Committee on Env1ronmenq and ‘Public Works, has been investigating
EPA’s promulgation of rules for compliance with statutory re-
formulated gasoline (RFG) standards under the Clean Air Act. 1In ..
May, the Senator sent to the White House written requests for
information concerning what role, if any, the National Economic -
Council played in EPA’s Erulemaklng process (including what
contacts the White House had on the RFG issue with the Government
of Venezuela and the Venezuelan oil company, PDVSA).

-

The White House prov1ded Senator Baucus with comprehensive
information on the 1nvoLvement of NEC and other White House staff
. on the RFG 1ssue, as well as information about the involvement of
other offices in the Executlve Office of the President (NSC, OMB
and USTR). We explalned that this information was subject to
‘claims of executive pr1v11ege, but was being provided in a spirit
of cooperation. ‘ f
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The White House also provided a descrlptlon of the NEC’s
coordinating role in the Executive Branch. But we declined. to
provide a list, requested by Senator Baucus, of all EPA
regulatory issues, during the period February 1993 to the
present, in which the NEC was involved and the dates and
participants of all meetlngs 1nvolv1ng NEC that included
discussions of EPA regulatory issues. We explalned our view that
this broad and extremely burdensome request is not appropriate in
relation to the matter under investigation, and is totally
unrelated to the RFG 1ssue.

Senator Baucus has jnow directed a new set of broad requests
. to EPA, seeking comprehensive information on the relationship.
between the NEC and EPA |since the start of the Admlnlstration.
Senator Baucus now requests productlon by EPA of:

- complete and unredacted copies of all correspondence,
memoranda, reports, or notes recelved by EPA from the
NEC;

- a list of all |[NEC meetings attended by EPA staff during
‘ . which matters 1nvolv1ng EPA were discussed, including
the dates, EPA staff in attendance, and the subject of
the dlSCUSSth, and .

- complete and unredacted copies of all notes, minutes,
memoranda, reports, or correspondence prepared by EPA
personnel pertalnlng to NEC meetings.’

The approach takenfbyjthe Administration in responding to
this request will set a preoedent that could have broad
~ramifications for other pollcy councils in the White House.

We have attached coples of the Whlte House correspondence
with Senator Baucus, as;well as Senator Baucus’ most recent
'request to EPA. The Whlte House responses to Senator Baucus
' should be treated as confldentlal and should not be dlstrlbuted.
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. United States Senate

A ' | ‘ JUN g D
THE WHITE HOUSE

WASHINGTON

May 12, 1994

Honorable Max Baucus
Chairman

Conmittee on Env1ronment‘and Public Works

B\ P A

Washington, D.C. 20510

Dear'Mr.~Chairman:

This letter responds to your letter to Robert Rubin, dated
April 28, 1994, concernlng what role, if any, the National
Economic Counc1l (NEC) played with respect to the Env1ronmental
Protection Agency’s promulgatlon in Decenmber 1993 of a f1na1 rule
on reformulated gasollne. : - :

As an initial mattér, it should be noted that the NEC is'a

Cabinet-level council establlshed by President Clinton pursuant:
to Executive Order 12835 (January 25, 1993). The membership
includes the President; ithe Vice Pre51dent the Secretaries of
State, the Treasury, Degense, Agriculture, Commerce, Labor,
Housing and Urban Development Transportation and Energy, the
Administrator of EPA; the Administrator of the Small Business
Administration; the Chalr of the Council of Economic Advisers;
the Director of the Offlce of Management and Budget; the United
States Trade Representatlve, the Assistants to the Pre51dent for
Economic Policy and: Domestlc Policy; the National Security
Adviser; and the A531stant to the President for 801ence and

Technology Pollcy.

The prln01pal functlons of the NEC are to coordlnate the :

‘”econcmlc pollcy—maklng process with respect to domestic and

international economic 1ssues, to coordinate economic policy =
advice to the Pres1dent to ensure that economic policy decisions
and programs are con51stent with the President’s stated goals;
and to monltor 1mp1ementat10n of the Pre81dent’s economic policy

‘agenda. S B |

!

Pursuant to Executive Order 12835, the NEC staff is a White
House staff group headed. by the Assistant to the President for
Economic Policy. . The staff is responsible for carrying out the

"day-to-day tasks 1nvolved in coordlnatlon and 1ntegrat10n of

Administration economlc[pollcy

In responding to your letter, we first set forth a skeletal
chronology of events bearlng on the questions in your April 28
letter, and then prov1de answers to those questions. The
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information below is subject to claims of executive pr1v1lege,
but is provided in a sp1r1t of cooperation. In providing this
information, we do not waive any such claims of executive
privilege and reserve the rlght to assert such claims in the
future. - »

In 1991, 1992 and 1993, EPA promulgated several proposed-
versions of a rule on compliance with statutory reformulated
gasocline (RFG) standards* ‘We understand that durlng the fall of
1992 and during 1993, EPA officials held a series of meetings --
including meetings with representatlves of Petroleos de Venezuela
{PDVSA), the Government of Venezuela, domestic refiners and
officials of other agen01es -- to discuss the proposed rule. We
understand that officials of the State Department and the United
States Trade Representaﬁlve participated in discussions on the
"RFG issue with representatlves of ‘Venezuela and PDVSA during this
perlod. .

At the request of Jhe Ambassador of Venezuela, W. Bowman
Cutter, Deputy Ass1stant to the President for Economic Policy and
a pr1n01pal p01nt of contact in the White House for international
economic policy issues, met on December 6, 1993, with the
. Ambassador and two other Venezuelan government officials, and
Venezuela registered. 1ts concerns -- including potential claims
under the General Agreement on Tarlffs and Trade (GATT) -
regarding the RFG 1ssue5

on December 13 19%3 Sally Katzen, Adm1nlstrator of OMB’s
office of Informatlon and Regulatory Affairs, met with
representatlves of PDVSA and discussed the Venezuela RFG 1ssue.

On December 14, 1993, Mr. Cutter convened a meeting composed
largely of deputy levelioffxClals to discuss the Venezuela RFG
issue. The RFG rule under consideration by EPA implicated
international economic and trade issues of concern to the
Department of State and*the United States Trade Representative
{USTR). The- purpose oflthis Decenber 14 meetlng was to. allow an
~airing of issues arlslng from the different perspectives of the
interested agencies. *EPA reported that a court-ordered deadline
‘of December 15, 1993, for promulgating a final rule would .
preclude resolution of the Venezuela RFG issue before the final
RFG rule would be promulgated, but that EPA wanted to continue to
meet with officials" from Venezuela after the rule was .
promulgated. It was agreed that the State Department would
advise Venezuela. off1c1als that EPA wanted to continue
discussions noththstandlng the issuance of a final rule.

on December 15 1993, EPA announced the promulgatlon of a -
final RFG rule. At the| press conference announcing the rule, an
EPA official noted that] EPA was still considering the Venezuela
RFG issue and would contlnue dlscu551ons with PDVSA.
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On January 14, 1994L the Venezuelan government requested
formal consultations on the December 15 final rule pursuant to
Article XXII of the GATT#’ Venezuela claimed that the final rule
constituted discriminatipn in violation of GATT, because it did
not allow foreign refiners to establish individual basellnes, as
domestic refiners are allowed.

Dur;ng February and}March 1993, offlclals of EPA, USTR and
the State Department conplnued discussions on the RFG issue with -
the Venezuelans, 1nclud1ng a consultation pursuant to Article
XXII of the GATT. This consultatlon was a normal procedure
required by the GATT follow1ng a formal request from the
Government of Venezuela.' : :

Mr. Cutter called for an 1nteragency meetlng on the RFG
issue to be held on March 14, 1994, to allow for a report on the
status of EPA’s contlnued dlscu351ons with the Venezuelans, and
to provide an opportunlty for airing issues with respect to steps
EPA might take in response to those discussions. Mr. Cutter was
unable to attend this meetlng, and the meeting was chalred by Ms.
Katzen of OIRA. .

Ms. Katzen convened| two additional follow-up interagency
meetings, and one interagency telephone conference call, on the
RFG issue during March and April of 1994. These meetings also
addressed informal inquiries from Congressional offices regarding
. the Venezuela RFG issue. :

on April 22, 1994, ?PAvpromulgated a proposed RFG rule that
would revise the final rule of December 15, 1993.
I

: The NEC as a body of pr1n01pals never met to dlscuss the
- Venezuela RFG issue. As noted, certain members of the NEC staff
- were involved in 1nteragency meetlngs on the issue, . meetlngs

- convened for the purpose of airing and coordinating the various.
agency perspectives on a}matter that implicated national and
international economic and trade concerns and 1nvolved a forelgn
government.v

‘Set forth below are the specmflc ansvers to the numbered
questlons in your April 128 letter.

‘ 1. Flve members of the NEC staff have worked on the
Venezuela reformulated Qas (RFG) rule issue: Robert E. Rubin,
Assistant to the Pre51dent for Economic Policy; W. Bowman
- Cutter, Deputy Assistant’ to the President for Economic Policy;
Heather Ross, SpeCLal Assistant to the President; Sylvia Mathews,
‘Special Assistant to Mr. Rubin; and Holly Hammonds, formerly
. Director to the NEC and]the National Security Counc1l.

: 2. .The NEC as a Aody-of‘principalsvnever met to discuss
‘the Venezuela RFG issueq Members of the NEC staff participated
- B i . L E . N .

! 3




in‘meetlngs as follows, according to'the'best recollections‘of
-those involved' P g SR ‘

A qroup composed largely of deputy level cffic1als met to
discuss the Venezuela RFG issue on the evening of December 14, .
1993, in Room 231 of the!0ld Executive Office Building. The RFG
" rule under- consideration by EPA implicated: international economic -
. and trade issues of . .concern to the Department of State and, the
United States Trade Representatlve (USTR) " The purpose of the
December. 14 meeting :was Fo allow an airing of issues arising from
the different perspectlves of the interested agenc1es. Those . '
"attending the meetlng were' Carol Browner, Administrator of EPA‘

- Michael Vanderberg, ‘Chief of Staff to the Administrator of EPA;

Richard Wilson, Director| for Mobile Sources, Air & Radlatlon,
EPA; W. Bowman Cutter, Deputy Assistant to the President for
"Economic Policy; Heather|Ross, Special Assistant to the President
‘for Economic Policy; Samuel (Sandy) Berger, Deputy Assistant to

' the President for National :Security; Sally Katzen, Administrator,

"OMB Office of Information and.Regulatory Affairs; Joan Spero,

Under  Secretary of State| for Economic and Agricultural Affairs;

Ambassador Alexander Watson, Bureau of Inter-American Affairs,

- Department of State; and| Ambassador Charlene Barshefsky, Deputy
United States Trade’Representative. S ‘ : - o

- EPA contlnued dlscu531ons with the Venezuelans on the RFG
‘issue after December 15 11993. Mr. Cutter called for an ‘
interagency meeting to bp held on March 14, 1994, to allow for a
report by EPA on the status of EPA’s continued discussions with
the Venezuelans, and to prov1de an opportunlty for airing issues
with respect to steps EPA might take in response to those
discussions, as well as the timing of any response to the
Venezuelans. While: thlsfmeetlng did take place on March 14 in
Room 180 of the 0ld Executive Office Building, Mr. Cutter was
unable to attend, and the meetlng was chaired by Sally Katzen, -

"~ Administrator of OIRA. Holly Hammonds and Heather Ross of the

" NEC staff attended this March 14, 1994 meeting. Other attendees -
Alncluded Mary Nichols, ASSlStant Administrator, Air & Radiation,.
EPA; Mary Smith, Dlrector of Field Operations & Support, Air &
Radiation, EPA; Richard Wllson, Director for Mobile Sources, Alr
& Radiation, EPA; Joan Spero, Under Secretary of State for.
Economic and Agrlcultural Affairs; Edward Casey, Deputy Assistant
’ Secretary of State for the Bureau of Inter-American Affairs; Kyle,
Simpson, Executive: A351stant ‘Office of the Deputy Secretary of .
Energy; Wesley Warren, AESOClate Director, White House Office of
Environmental Policy; Eﬂleen Clausen, Special Assistant to the
President for Global and Environmental Affairs, National Security
Council; Bruce Lindsey, h581stant to the President and Senior
Adv1sor, Barbara Chow, Spec1al Assistant to the President for
Legislative Affairs; Ambassador Charlene Barshefsky, Deputy
United States Trade Representatlve, and Daniel Brinza, Senior
Advxsor and Spec1al Counsel for Natural Resources, USTR.
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, Ms. Katzen of OIRA convened two
interagency meetings: for lagency representatlves and White House
staff at which the Venezuela RFG issue, including inquiries on
the matter from Congressronal offices, was discussed. One
meeting was held in Ms. Katzen s office, Room 350 of the 0ld
Executive Office Bulldlng, the second meeting was held in Room
180 of the OEOB. SylvxalMathews attended both of these meetings
for the NEC; Heather Ross of the NEC attended the second of these
meetxngs. |

After March 14, 1994

4

Ms. Katzen also chalred ‘an 1nteragency telephone conference
call on the Venezuela RFG issue on April 20, 1994. Robert Rubln,
"Heather Ross and Sylvia Mathews of the NEC each participated in
 this telephone. conference call. ~ 3

3. At the request [of the Ambassador of Venezuela, Mr. .
Cutter met on December 6, 1993, with the Ambassador, the Economic
Counselor of the Embassyiof Venezuela, and the Minister of Energy
of the Government of Venezuela. The Ambassador requested the
meeting so that Venezuela could reglster its concern regardlng
the reformulated gasollne issue.

At the meetlng, thefAmbassador described Venezuela’s’ point
of view regarding the 1ssue. In particular, the Venezuelans
argued that if EPA were to adopt a rule that would not allow
foreign refiners to establlsh individual baselines, as domestic
refiners would be allowed this would amount to dlscrlmlnatlon in

violation of the GATT.

Mr. Cutter asked'at
State and EPA were aware
Mr. Cutter was told that
contact with both agencicé
. agencies were well aware
‘Ambassador for prov1d1ng
.vmeetlng.

This December 6 mee
addition to his respon31
staff, Mr. Cutter has fu
a pr1nc1pal polnt of con
issues. :

Neither Mr. Cutter
attended any other meeti]
or representatives of PD
We understand, however,
meet regardlng this issu
the United States Govern

4.
on December 13,

Sally Katzen‘o
1993, an

the meeting whether the Department of
-of the nature of Venezuela’s concern.
the Venezuelans had been in frequent

es throughout much of 1993 and that both
iof the issue.  Mr, Cutter thanked the
this 1nformation and concluded the

tlng was 1n no respects unusual. In
bilities as day-to-day manager of the NEC
nctloned within the White House staff as -
tact for international economic pollcy

i .
| , |
hor other members of the NEC staff

ngs with Venezuelan government officials
VSA concerning the Venezuela RFG issue.

Fhat representatives of Venezuela did

e with OfflClalS of various agenc1es of

ment._ _

f OIRA met with repreeentatives of PDVSA
d discussed the Venezuela RFG issue. . .

5

5




.OIRA is an office within OMB, ‘which 1s an agency w1th1n the
‘ Executive Office of the Pre31dent.

Since February 1 1993 members of the staff of the United
States Trade Representatlve, also a separate entity within the
Executive Office of the Presmdent met with representatives of
the Venezuelan. Government and PDVSA and discussed the Venezuela
' RFG issue on several occa51ons. On April 23, 1993,
representatives of the Venezuelan government raised the RFG issue
with USTR staff at a U.S. —Venezuela Trade and Investment Council .
Meetlng, the issue had not been formally on the meeting agenda.
During November 1993, a member of the USTR staff attended a
meeting between EPA off1c1als and representatives of PDVSA at
which the RFG issue was dlscussed. On December 10, 1993, USTR
staff discussed the RFG lssue‘with Venezuelan Energy Minister.
Parra and Ambassador Sosa, Emissary of the Venezuelan President-
elect. On February 11, 1994, members of the USTR staff, as well.
as officials of the State Department and EPA, partlcxpated in a
consultation with the Government of Venezuela, pursuant to
Article XXII of the GATT on the RFG issue. And on March 11,
1994, representatives of| the Venezuelan government met with USTR
staff to discuss Venezuela S position on the issue.

One member of the National Security Council staff met on a
number of occasions withfrepresentatives of the Government of
Venezuela, and on one occa51on with representatlves of PDVSA,
durlng 1993 and 1994, where, among other issues, the Venezuela
RFG issue was raised. :

To our knowledge, no members of the staff of the White House
Office other than Mr. Cutter met with representatives of the
Venezuelan government or;PDVSA regarding the Venezuela RFG issue.
Several members of the White House Office staff did participate
in meetings. at which the Venezuela RFG 1ssue vas dlscussed.- '

0 5. The purpose. and m1951on of the NEC 1ncludes, as noted
- " above, coordinating and ;ntegratlng the developnment of national
and international economic pollcy for the President. A -
significant aspect of thls mission is to assist in the
coordination of dlfferent perspectlves that emerge as agencmes of
the Executive Branch pursue their particular missions. 1In the
case of the Venezuela RFG issue, ‘it became clear that an -action
contemplated by EPA’ would lmpllcate international economic and
trade issues involving a’forelgn government -- including an
~asserted violation of the GATT -- of concern both to the -
~ Department of State and the United States.Trade Representatlve.
The role and respon51b111ty of the NEC 'in this instance was to
coordinate among the agen01es involved so that there could be an
airing of issues. It was for this purpose that the meetlngs of
December 14, 1993, and March 14, 1994, were held.
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d 6. At the December 14, 1993 meeting, EPA reported that
there had been discussions between EPA and officials from
Venezuela and PDVSA, that the December 15, 1993 deadline for
promulgating a final ru%e precluded resolution of the Venezuela
RFG issue before the final RFG rule would be promulgated, and
that EPA wanted to contlhue to meet with the Venezuelans after
the rule was promulgated. ‘At the meeting, it was agreed that the
State Department would 1nform Venezuelan officials that EPA -
~wanted to continue dlscu551ons with the Venezuelans
notwithstanding the’ 1ssuance of a final rule. The NEC dld not
itself make ‘any decisioﬁ regarding these contlnued discussions.

7. The Venezuelan RFG issue was a spe01flc instance of
~1nteragency coordlnatlon by the NEC staff where action by an-
agency implicated 1nternat10na1 economic and trade concerns, in
" this case. 1nvolv1ng a forelgn government. The NEC typically is
" involved in issues requﬁrlng resolution of, or the development of
a process for resolvxng, differences of perspective among
different agencies.:. Such coordination necessarily covers the
full spectrum of policy{development, including Presidential
decisions and inltlatlves,vregulatory process, and legislative
development. - The NEC and the NEC.staff have carried out V
coordinating act1v1t1es‘across ‘this full spectrum, and many of
the issues addressed have involved EPA -- the Administrator of
which is a member of the NEC -- because of that agency’s
important involvement 1n issues that have a 51gn1f1cant econonic

'dlmen51on.

* * *

As you know, thlS Admlnlstratlon has been’ commltted to
ensuring a coordinated- economlc policy, and has given partlcular
focus to the complex 1ntersectlon of trade and environmental
issues. The Administration believes firmly that a strong
environmental policy is |good economic policy, and looks forward
to worklng wlth you and other members of Congress to realize that
v151on. ) ‘ ’ ’ o o -

i .. sincerely,

' Spec1al Counsel to the Pre31dent
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STEVEN J, SMIMBERS, AuNORITY ETAFF DIACCTOA AND SmIEF wunm \ WASHINGTON, DS 20610-6178

April 28, 1994

MY. Robert E. Rubin
Assistant to the President for
Economic Policy

National Economic Counc;l ’

01d Executive Office Buildlnq

Washlngton, D.C. 20500

Dear Mr. Rubln'>

. As you know, this Commlttee is conducting an onqoan review
of the activities of federal departments and agencies with .
respect to Venezuela and the Environmental Protection agency's
(EPA) promulgation of| its December 15, 1993 final rule on
reformulated gasoline.| As part of the inquiry, the Committee has
gathered documents from EPA, the Department of State, and the
Ooffice of the U.S. Trade Reptesentatlve (U.§.T.R.)}). On April 22,
1994, the Committee conducted its first hearing on this subject.

Documents rev;eweg by the Commlttee and testimony presented
at the hearing demonstrate that the National Economic Council
(NEC) was prominently 1nvolved in this matter and conducted at
least two meetings about the RFG rule, on December 14, 1993 and
March 14, 1994, Therefore, in order to facilitate the
Committee's 1nve3t1gat10n, I consider a complete review of the
NEC's role concerning Venezuela and the RFG rule to be of
paramount importance.

The U. S Senate CQmmittee on Environment and Public Works

"has jurisdiction over all federal statutes implemented and
enforced by the Env1ronmental Protection Agency {except the
Federal Insecticide, Fungicide, and Rodenticide Act) and all
aspects of federal environmental policy. Senate Rule XXVI

(8) (a) (2) provides that the Committee "shall review and study, on
a continuing basis the|application, administration, and execution
of those laws, or parts of laws, the subject matter of which is
within the legislative|jurisdiction of that committee." With
regpect to the commlttee 8 oversight authority, Senate Rule
XXVI{1l) provides that the Committee can "require by subpoena or
otherwisge tha attendanée of such witnesses and the production of
such correspondence, bqoks papers, and documents, to take such
testimony” and "make 1nvest1gatlons into any matter Wlthln its
Jurzsdlatlon u

I appreciate the lnterest of the White House Counsel, who
met with Committee staff today to discuss the Committee's o
concerns about the NECYs role in the RFG rulemaking. Mr. Cutler
said the White House would be responsive to my guestions.

© . PRINTED OM RECYCLED PAPIR .
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As an initial step toward the Committee's full review of
NEC'S role in dacisiona raelated to Venezuela and the RFG rule, I
request that you prcv1de answers to the following questions,
covering the period February 1, 1993 to the pregent. I would
‘?ggieC1ate your provxdlnq the responses hy no later than May 12,

Schedule of Questions

: I
1. Who are the members and staff of the NEC that
worked on the Venezuela RFGC rule isgues? DPlease
provide each individual's name and title.

2. When did the |NEC meet to d;scuss.the venezuela RFG
. rule and who attended the meetings? Please provide the
+ dates and locations of each.meeting and each
individual's name jand title.

3. When did NEC members or staff meet with
. ‘representatives of the Venezuelan Government or PDVSA
" to discuss the RFG rule? Please provide the names and
titles of all 1ndiv1duals attending such meetings as
well as the dates‘and locationg of each meeting.

4. Did anyone on tne white House staff, other than
NEC members or staff, become involved in the Venezuela
RFG issue or meet y;th represantatlves of the
venezuelan Government or PDVSA reqardxng this matter?
Please provide the| names and titles of all individuals
who had such involyvement.

5. Why did the NEC become involved in the Venezuela
RFG issue? ‘ s ‘

N | ‘

/ 6.} Why did the NEC deC1de that negotiations hetween

K\EEA and Venezuela should be continued after the .
Publication of the|December 15, 1993- final RFG rule?

7. Since February 1, 1993, has the NEC convened to
discusgs any other regulatory matters pertalnlng to EPA?
Tf 80, please provade a list of regulatory issues or
regulatlons that had been the subjects of the meetlngs._

Thank you for your lattention to thls matter. I1f there are
any questlons pleaae contact Marc Smolonsky of the Committee's
staff ‘

Sincerely,

* Maf ‘Baucus
- Chairman
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Lloyd N. Cutler

| May 17, 1994

special couneel to the|Prasident

The white House . ,
waghingron, D.C. 20500

‘Dear Mr. Cutler:.

As you know, this chmlttea is invaestigating the

Administration's activities regarding tne Environmental
Protaction Agency's (EPA) final rule on reformulated gasoline

(RFG) in conneccion to
the United Statae.

I have revlewed your letter of May 12, 1%94, which responded

to my April 28, 1954 question about, the National Eccnomic

Council's (NEC} involvement in the RFE rulemaking.

response provides new details about the NEC's activitles
rogarding Venezuela, Ld 18 incomplete in some respects.

Therefcre, I would appreciate your addztional responsse to the

fm;lowing questions.

Sch@dnle ot Qunst;ona

1. In ragard te NEC involvement in the EPA regulatory
process, you stated. "The NEC and NEC staff have
carried out coordlnatlng agtivities acress this full
speetrum, and many| of the issues addressed have
involved EPA - the Adminiscrator of which is a menber
of the NEC -- becauae of that agency's lmportant
involvement in isshes Lhat have a slynlflcant economic
dimension." ror rahruary 1. 199) to the presant, ~
provide a liat of all EPA regulatory lsaues in which
Lthe NEC was anclved and the dates and participants. of
all meetlngs 1nvolving NEC that included dlscussions ot
EPA ragulatory iasues. , :

2. If discussions with V@nezuela WBI? ougoing. why
was it necessary for thare to be an agreament at tha
Dacambar 14, 1593 NEC mseting that the State Department

inform Venezuala that negotiations would be continued?

Venezuela, a majoxr exporter of gascline to

Qo002

Although your:
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- 3. You reported that a mamber of the National

b Sacuricy CQuncil.sqaff mat with renresentatives of the
GOvarnment of Venezuela oh a number of occasions, and
one accasion rhe REG issne was reised.  In what contex
was the RPG issued |raised with the NSC staff membar,
and what was the nature of the discussion?

4.  Provide coﬁplgta. unredacted copies of the NEC
minutas for Dacember‘;4. 1993 and March 14, 19%4.

siease raspond to thig raquest by May 25, 1994.
Thank you for your attantion to this matter, If there are

any questions, please contact Marc Smoleonsky of the Cormittea's
gtaff. . ‘

Sincerely,.

Max Baucus
Chairman




THE WHITE HOUSE N g Rl
AWASHINGTON

June 1, 1994

Honorable Max Baucus
Chairman :
Committee on Environment and Public Works
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

+

I have recelved your letter of May 17, 1994, in which you
have set forth addltional questions concerning the Environmental
Protection Agency’s rule on reformulated gasoline (RFG).

As you know, my letter of May 12, 1994, explained that the
National Economic Coun01l as a body of princ1pals never
considered the Venezuela RFG issue. That letter also set forth
that certain members of the NEC staff were involved in
. interagency meetings on the Venezuela RFG issue, meetlngs
convened for the purpose of airing and coordinating the various
agency perspectives on a matter that implicated international
economic and trade concerns and involved a foreign government.
As I noted, this Administration has given particular focus to the
complex 1ntersect10n of environmental and trade 1ssues, and
believes firmly that alstrong environmental pol1cy is good
economic policy.

. Set forth below.are specific answers to the numbered:
questions in your May 17 letter.

: 1. We have attempted to provide you with accurate and
complete information on the Venezuela RFG issue, includlng, among
other thlngs, 1nformat10n on any meetings on that issue involving
. members of the NEC staff and EPA. As explained in my letter of
May 12, the VenezuelalRFG issue was a specific instance of
interagency coordlnatlon by the NEC staff where action by an
agency implicated 1nternat10nal economlc and trade concerns.

You have also requested a complete list of all EPA
regulatory issues in whlch the NEC was involved from February 1,
1993 to the present, and the dates of and participants in all '
meetings during that perlod that involved the NEC and included
~ discussions of EPA regulatory issues. We do not believe this
broad and extremely burdensome request is approprlate in relation
to the particular matter you are rev1ew1ng, and it is totally
unrelated to the Venezuela RFG issue. :




2. As set forth !in my letter of Hey 12, W. Bowman Cutter

of the NEC convened a m@eting on December 14, 1993, composed

" largely of deputy leveq officials, to discuss the Venezuela RFG

issue. The purpose of Fhe December 14 meeting was to allow an

~airing of issues arising from the different perspectives of the

interested agencies. EPA reported that the Venezuela RFG issue
could not be resolved Rrior to the court-ordered deadline of
December 15, 1993, for promulgating a final rule. EPA also
reported that it wanted to continue to meet with officials from
Venezuela to continue discussions on the RFG issue after the
final rule was promulgated,

As I explained in my May 12 letter, it was agreed at the
December 14 meeting that the State Department would advise
Venezuelan officials tﬂat EPA wanted to continue discussions
notwithstanding the isguance of a final rule. It is a normal
role of the State Deparitment to communicate messages from the
United States government to foreign officials. It was necessary
to advise Venezuelan oﬂf101als that EPA wanted to continue
discussions because without such advice, the Venezuelan officials
might construe the: issuance of the final rule as the end of the
matter. Among the issues that EPA wanted to continue to discuss
with Venezuelan offlcxdls were those relatlng to monitoring and
enforcement of 1ndiv1dua1 baselines, issues that were necessary
to resolve before the fiinal rule promulgated on December 15 could
be modified. As set forth in my letter of May 12, EPA announced
on December 15 the promulgatlon of the final rule. At the press
conference announcing the rule, an EPA official noted that EPA
was still considering the Venezuela RFG issue and would continue
discussions with PDVSA.

3. As set forth |in my letter of May 12, one member of the

"National Security Council staff, the Special Assistant to the

President and Senior Dﬁrector for Inter-American Affairs, Richard

‘Feinberg, met on a number of occasions during 1993 and 1994 with
: representatlves of the |Government of Venezuela, and on one

occasion with representatlves of PDVSA, where, among other
issues, the Venezuela RFG issue was raised. As a Senior

Director, Mr. Feinberg

- express United States s

representing the Govern
Anmerican countries,

In the context of

elections, Mr. Feinberg
Parra to discuss the Ve
that the RFG issue had
raised trade concerns t

meets frequently with officials
ment of Venezuela as well as other Latin

a December 1993 visit to Venezuela to
upport for the upcoming democratic

met with Venezuelan Minister of Energy
nezuela RFG issue. Mr., Parra indicated
become a national issue in Venezuela and
hat could give rise to a GATT challenge.

Mr. Feinberg listened to the Venezuelan Government’s concerns

about the 1nternat10na1
indicated that he would
Washington. During thi

implications of the RFG issue and
study the problem when he returned to
s same trip, Mr. Feinberg was briefed on

2




the general Venezuelan jeconomic picture by Venezuelan officlals
and industry representatives, including representatives of PDVSA,
These PDVSA representaqives took the opportunity to raise the RFG
issue with Mr. Feinberg.

Venezuelan government officials raised the RFG issue with
Mr. Feinberg on other occasions, as they would other matters of
importance to United SﬂateseVenezuelan relations. This occurred,
. for example, when a Venezuelan delegation visited Washington at
_some time after Mr. Feﬂnberg s December 1993 trip to Venezuela.
Consistent with his reSponsiblllties, Mr. Feinberg recalls that
he reported on the international implications of the RFG issue to

" . the Deputy Assistant to the President for National Security. -

: 4. As set forth |in my letter of May 12, the meetlngs
addressing the Venezue%a RFG issue on December 14, 1993 and March
14, 1994, were not meetings of the NEC as a body of principals,
"though members of the NEC staff did attend both meetings. No NEC
minutes were created for either of those meetings.

x * &

, The information provided above, like the information in my
letter of May 12, is subject to claims of executive privilege,
but is provided in a Splrlt of cooperation. In providing this
information, we do not waive any such claims of executive
privilege and reserve the right to assert such claims in the
future.

Sincerely,

Lloyd N. Cutler

Special Counsel to the PresidentA
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‘The lignogable Carol M. Browner

Adminfistirator

antal ProtecLion Agancy
401 M|Stitest, S.W.
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you know, this Comm;ttee is invesciqauinq the
ntal Proceccion Agency's activicies in regard to

g and the Reformulated Gasoline Rule, promulgated by EPA
under th; authority of the Clean Alr Act Amendments. As part of
the er;:w. the Committee conducted a hearing April 22, 1994. '

veanez el;

n‘ ay 12, 1994, I|was informed by the White House Counsel
that - elnacional Economic Council (NEC) is typically involved in
.18sue r;qulring reaolutzon of interagency differences. The

Counsdl Ktated: "The NEC and the NEC staff have carried out

coordinaking activities|across this full spectrum, and many of
the idsubs addzrassaed have involved EPA...because of that agency's
égggg involvement in issues that have a aiqnizicann eccnomic

l
’ tegard to the NEC's involveament in EPA lssues, I request
that

following information covering thae period January 25,
1993 he pregent, inclusive, be provided to the Committee by
no lagex| than June &, 1994. .

Provide complete and unredacted copies of all
espondence, mamuranda, raports. or notes received
PA from the NBC.

Provida 2 list of all NEC meetinqs ‘acttended by EPA
£ during which]matters involving BPA were

gsed, includ;ng the dates, EPA staff in ‘
ndanca, and the aubjecc of the discuss;ans.

Provide complete and unredacted copies of all
8., minutes, mqmoranda. reports. or corraspondence
ared by EPA personnal psrt:ainlmg to NEC meetlings.

In response to sarlier requests, the Committas did
. ot|lreceive any dqcumentation pertaining to tha

e er. 14, 1993 [NEC meating at which the Venezuelan

FG issue was discussed. I ask that you make another
areful search of |[EPA files, ingluding files within the
diate Offlce of the Administrator, the files of

ol ~a.?\,<_f>s«-l‘@¢,, e
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3 of any documents related to Lhe Decaibus 14 meeting.

In addition to Lhese questions, L am also submitting fo
jesriong £rom the April 22 hearing from me and Senator

Stman. I agK that you respond ro the follow-up question

tar than June 6, 1994.

Questiona _frem the Chajrman

. During the nlearinq; the Assistant Adminietrator
for Alr testified LhalL Llere iz a .18 percent
litfarantial in nitrous oxide cmiesions in Venezuelan

0
"

§
¥

nited Statco. - How many millions of gullone aid EPA

P

ssume PDVAA would be exporting and include in the
ormula from which the .18 percent tigurn wam davived?

i« The Asgistant Adminfatrator for Air algo testificd
hat ncgobiutions] with Venvsusla were an ongoing and
fvolutionary process. In this rcgard, plesse provide
hhe dates of ull meetings batween .BDVAA represantatives
r represantatives of the Veanezualan governmant that
jartained to the RFG ruls that occurred botween :
geptenber 1, 1993 and March 15, 1994. o

H

Ph does uot Know|the quaiity of constituents in the
i
[ ]

990 baselinc of each domestic refluer who will market

b

e individual baselines of domestic refiners?y

.  How did EPA dacide to require the domestic -
efiners to use Luuse 1990 bagelines rather than tha
Atatucory baselinos without basic air qualiiy
iriformation? : S

§. T8 it true that it is imposeible for domestic
efiners to have levels of nlafing in their 1990
paselines, and censequently lu their RPFG, that are
ilgher than tha PDVSA level? : ‘

k- - In response to one of my questions, tha Assistant
}o inistrator for Alr appearaed to £ay that the system
§f verificativu councained in tha April 21 proposed rule
9 different than|anything that EPA had pltaeviously

LUCAO004L0 8 &
@Qoes

b1l Vandenbuty, and che files ot Richard Wilasn, and transmit

110w-‘

shy

. based.on EFA's knowledge of PIVEA's axports to tha

. The Agsistant Administrator for Alx testified Lhal.

RFG in the norrheast. Why @oes EPA lacK information on
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sidered. However, she subsequently testified that the
ification system contained in the proposed rule was
tually identical to a proposal considared in September :
3. In light of the similarity between the Septarmber 1993
e, which was rejectcd by EPA, and the proposed rule, how

i

EPA now determine that the same proposal is feasible and

i

ilil not present verification, compliance, and enforcement

Iblems?
{

I Ie it appropriate, given tha controversy

rounding the proposed rule, for EPA to raconsider
_entire portion of the rule allowing use of
ividual baselines, and would it be batter or worse
alr quality in the northeast to require all
iners, whether |domestic or foreign, to use the
tutory haselines rather than to allow Venezuala ta
its own basaline? o '

you for your attention to this matter. If therae are
tégzs, please contact Marc Smolonsky of the Committes
44-3551. | - : ‘ '

: S 2 4 camly:




