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400 ARMY NAVY DRIVE 
ARLINGTON, VIRGINIA 22202-4704 

The Honorable John Conyers, Jr. 
Ranking Member, Committee on the Judiciary 
U.S. House of Representatives 
Washington, DC 20515-6216 

Dear Congressman Conyers: 

•102003 

This is in response to your letter of March 24, 2003, requesting that the Inspector 
General "immediately open an investigation into allegations of conflict of interest and 
other misconduct involving Richard N. Perle, Chairman of the Pentagon's Defense Policy 
Board." · 

A copy of our report, which has been to remove certain information 
protected under the Freedom of Information Act (FOIA), is enclosed. However, because 
the information in this letter and the enclosed report may be exempt from public release, it 
remains designated "FOR OFFICIAL USE ONLY." We ask that you coordinate any 
additional releases with the FOIA/Privacy Act Office, Office of the Inspector General of 
the Department of Defense, 400 Army Navy Drive, Arlington, Virginia 22202-4704. 

By separate correspondence we provided Congressman Vic Snyder, Senator Carl 
Levin, and Senator Jack Reed the results of our inquiry. Please contact me or Mr. John R. 
Crane, Director, Office of Communications and Congressional Liaison, at {703) 604-8324, 
if you have any questions. 

Enclosure: 
As stated 

cc: The Honorable F. James Sensenbrenner, Jr. 
Chairman 
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ALLEGED CONFLICTS OF INTEREST AND MISUSE OF PUBLIC OFFICE: 
MR. RICHARD N. PERLE, FORMER CHAIRMAN, 

DEFENSE POLICY BOARD ADVISORY COMMITTEE 

I. INTRODUCTION AND SUMMARY 

Chairman, Defense Polic Board-Advis · PBAC), · 

to the.foUowiJig 
allegations that wefonnulated'h ... on complaints made to this Office concerning Mr. Perle's 
outside activiffes_whileh1' DPBAC: . 

• 

• 

1 Mr. Perle resigned as the Chairman, DPBAC, on March 26, 2003, but he remained a DPBAC member. 

2 An SGE is defined under Title 18, United States Code, Section 202 (18 U.S.C. 202) as "an officer or employee ... 
who is retained, designated, appointed, or elllployed" by t1ie Government to perform temporary duties, with or 
without for not more than 130 days during any period of 365 consecutive days. Ethics standards that 
apply to SGEs are less restrictive than those that apply to regular Government employees. 

3 In brief, both 18 U .S.C. 203 and 205 restrict a Government employee from providing representational services as 
an attorney or agent before Government entities on "a particular matter involving a specific party or parties." 
However, in the case of SGEs, the statutory prohibitions apply only to a particular matter in which the SOE 
participated personally and substantially while serving as a Government employee or a particular matter that was 
pending in an agency the SGE served than 60 days during the preceding 365-4ly period . 

\ 
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We initiated the investigation to address allegations that Mr. Richard N. Perle, former 

,, .- ... _·· ·- ···• __ .· ... · . . . . . .. ·_ ·_ ... _· 
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• 

• 

• 

• 

• 

were attributed to him. That is, he sou t com , ... for represen. ·. 

- H03L87509069 

With few exceptions, we confirmed that Mr. Perle engaged in the outside activities that 

·2 

4 In brief, 18 U.S.C. 208{a), the main conflict of interest statute, prolnl>its an SGE from participating personally and 
substantially in any particular matter that could affect the financial interests of the SOE, the SGE's spouse, minor 
child, general partner, an organization in which the SGE serves as an officer, director, trQstee, general partner, or 
employee, or an organization with which the SGE is negotiating or with which the SGE has an arrangement for 
prospective employment. "' 

5 Section 2635.702 ofDoD 5500-7R, "foint Ethics Regulation f· (IBR)," prohibits an employee from using !b1iJh 
private gain of others. ' 
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Government; and he participated in an investment seminar sponsored by Goldman Sachs. 
However, we did not substantiate allegations that his activities in that regard violated applicable 
standards based on the following findings of fact: 

• One_ o_f key elements of a violati?n of Title 1 f-1 ... 
partlc1pat1on as a Government official m a particular matter that mvolved the outside 
party - was not satisfied. That is, we found no evidence that Mr. Perle's DPBAC 
activities ever involved a "particular matter" concerning any of the parties with whom 

• ,;, was in capacity. with DPBAC 
members and reviews of meeting mmutes found no mdication that DPBAC 
discussions mentioned particular matters involving Global Crossing, Autonomy, 

Loral, ()f, Goldman Sachs. 
'!- ; . .. f:$i ;:·-: ... .r· . 

l ·l Mr. Perle arguably represented Global Crossing and Loral in a "particular matter ... 
:f'hich is pending in the deparbnent or agency of the Governmentin which such 
employee is serving" - thereby satisfying the alterqate "particular matter" criteria of 
l 8 lJ .. sections 203 and 205. However, that provision is applicable only to an 

. 
36S censeowve As•ohaimlaa of the DPBAC, Mr. ··Perle 

served .8 da.ys per year ·- rar less than th.e 60 days ·that would trigger 
provisfons of 18 203 and 205 regarding 6 'a partieular matter ... pending in the 
4epartmentor agencyofthe Govern.tnent in which such. employee is SetVing." 

• .Je that Mr. Perle signed an affidavit, for possible submission to the 
Global Crossing bankruptcy court, that claimed his PQSition as DPBAC Chairman 
gave him ''a unique perspective on and intimate knowledge of national defense and 
security issues." On its face, the affidavit would appear to violate DoD ethics 
regulations that prohibit the use of official position for personal gain. However, 
testimony from multiple witnesses corroborated Mr. Perle's assertion that he objected 
to the language at issue and signed a second version of the affidavit only after being 
incorrectly assured that the language referring to his DPBAC position had been 
removed. Accordingly, we considered his act, while careless, an unintentional 
oversight. Because the affidavit was never submitted in court and because Mr. Perle 
was never employed or compensated by Global Crossing, we considered the oversight 
of minimal consequence. 

• We confirmed that Mr. Perle met with Saudi Arabian businessmen at a luncheon in 
Marseilles, France, in January 3, butwedetermined thafhis discussions at the 
luncheon made no reference to Trireme and did not include the alleged quid pro quo 
offer. 

• We confirmed that Mr. Perle contacted a State Department official on behalf of Loral, 
but that he did so in his private capacity and did not mention or invoke his DPBAC 
status. Therefore, he did not misuse his position by making that contact. 

3 
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• We confirmed that Mr. Perle participated in a telephone conference call with 
investors as a paid consultant of Goldman, Sachs. However, his contribution to the 
conference consisted of general commentary on the world situation, based on 
information available in the public domain, and did not include infonnation acquired 
by virtue of his position on the DPBAC. Accordingly, he did not improperly use 
nonpublic information and was not prohibited from receiving compensation because 
the discussions did not relate to his official duties. 

Finally, we examined the more elusive issue of whether Mr. Perle's activities with 
respect to outside entities created the appearance that he was violating conflict of interest statutes 
or DoD ethics regulations. 6 In that regard, we concluded that Mr. Perle activities did not create 
such an· af>pearance within the meaning of the JER -- "from the perspective of a reasonable 
person with knowledge of the relevant facts." In this case the "relevant facts" include the rules 
that apply to SGEs, the nature of Mr. Perle's DPBAC activities vis-a-vis his outside activities, 
and a recognition that membership on the DPBAC, per its charter, consists of ')>rivate sector 
individuals with distinguished backgrounds in national security affairs." In view of those 
relevant facts, which are set forth in greater detail below, we found insufficient basis to conclude 
tilat Mr. the t.lf .. 

. . 

· .. _ ._ _thi$.-iav.tioo did _fitld to believe been a 
i.w ," we·eon,¢1\lded-·that tie matter did riot watrant notification to 

·the Atto ,, Oenetat under Section 4(d) of tile tQ Act' 

This report sets forth our findings and conclusions based on a preponderance of the 
evidence. 

6 Section 2635.101 of the JER states, "Employees shall endeavor to avoid any actions creating the appearance that 
they are violating the law or the ethical standards." Whether such actions create such an appearance "shall be 
determined from the perspective a reasonable person with knowledge of the relevant facts." 

7 Section 4( d) states: "In carrying out the duties and responsibilities established under this Act, each Inspector 
General shall report expeditiously to the Attorney General whenever the Inspector General has reasonable grounds 
to believe there has been a violation ofFederal criminal law." 

.rerc or 1 teMt!f!f! e1tts f 
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II. BACKGROUND 

The DPBAC serves the public interest by providing the Secretary of Defense, Deputy 
Secretary of Defense, and Under Secretary of Defense for Policy with independent, informed 
advice and opinion concerning major matters of Defense policy. The DPBAC focuses on long-
term, enduring issues central to strategic planning for the Department of Defense and is 
responsible for research and analysis of topics addressed to it by the Secretary of Defense, 
Deputy Secretary of Defense, and Under Secretary of Defense for Policy. 

Individual members are selected by the Under Secretary of Defense for Policy with the 
approval of the Secretary of Defense. According to the DPBAC charter, uMembership will 
consist primarily of private sector individuals with distinguished backgrounds in national 
security affairs.'' Members of the DPBAC meet quarterly for 2 days, equating to a total service 
time pf 8 days annually. Typically, the DPBAC meets with the Secretary of Defense at the end 
of the second meeting day to provide results of its deliberations. Members of the DPBAC are 
special Government employees ($GE), defined under 18 U.S.C. 202{a), as "an officer or 
employee ... who is retained, designated, appointed, or employed" by the Government to 

()r :witl\Qut fpr ·m1tmom '"'n JlO,dlys;Gtuing any · 
Members of the DP13AC are provided a general information packet on pertinent ethical 

stan.dards, which includes a·briefsummary ofstan<lards to SGEs, at the titne they are 
Additionally, a representative of the DoD·Standards of Conduct Office provides a 

briOfing once annually as part of a regularly scheduled DPBAC meeting. 

Mr. Perle is a resident fellow at the American Enterprise Institute (AEI) for Public Policy 
Research. His expertise in the fields of foreign and defense studies inClude U.S. foreign policy, 
arms control, defense budget, national security, former Soviet Union, Europe, and the Middle 
East. Concurrent with-his position at AEi Mr. Perle· is Chairman and Chief Executive Officer, 
Hollinger Digital, Inc., and a director of the Jerusalmi Post. During the Reagan Administration, 
he served as the Assistant Secretary of Defense for International Security Policy, responsible for 
strategic nuclear weapons policy, trade and technology exports, negotiations the 
United States, its W estem allies, and the Soviet Union. As assistant secretary, he testified more 
than ·90 times before both the House and Senate with regard to ad.ministration policy on defense 
and security matters. 

Mr. Perle has made numerous television appearances, including ABC's ''Nightline,, and 
"This CBS's "Face the Nation''; NBC's ''Meet the-Press-" and and PBS's 

Mr. Perle's articles have been featured in U.S. News & World Report, New York 
Times, W ashingtou Post, W asbington Times, Wall Street Journal. Evening Standard {London), 
Times Literary Supplement, Jemsalem Post, as well as other papers in the United States and 
Europe. Mr. Perle holds a Masters degree in political science from Princeton University. 

Mr. Perle has been a member of the DPBAC since in 1987, when he left his position as 
Assistant Secretary of Defense for International Security Policy, a position he held from 1981 
through 1987. Mr. Perle's latest · 

5 
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The Secretary of Defense designated Mr. Perle as Chairman, DPBAC, on July 2, 2001. 
In,;Jl.ddition to coordinating topics for discussion at DPBAC meetings, Mr. Perle viewed the 
CIJ:ainnan's primary responsibility as ensuring that the views of all the members of the Board 
were expressed fully in the Board's deliberations, both in and outside the presence of the 
SQ<:retartofDefense. Oil March 26, 2003, Mr. Perle submitted his resignation as Chamnan, 

however, he maintained his membership on the Board at the request of the Secretary of 
Defense. 

Section 5021 of the Omnibus Trade and Competitiveness Act of 1988 amended Section 
721 of the Defense Production Act of 1950 to provide authority to the President to suspend or 
prohibit any foreign acquisition, merger or takeover of a U.S. corporation that is detennined to 
threaten the national security of the United States. The President can exercise this authority 

•• ,. > ' action that threatens nationalsecurit}', and :th• provisions oflaw do not' 
adequate and appropriate authority to protect the national security. 

'. Th<fBxon-Florio provision is implemented by the lJ.S. Committee for Foreign 
in the United States (CFIUS), an inter-agency committee chaired by the Secretary of 

Treasury (DoD is a member of the committee). CFIUS seeks to serve U.S. policy through 
reviews that protect national security while: (1) maintaining the credibility of the U.S. open 
investment policy and (2) promotmg the confidence offoreign investors irt the U.S. and of U.S. 
investors abroad that they will not be subject to retaliatory discrimination. 

Upon receiving notice of a proposed acquisition by a foreign investor, CFIUS conducts a 
30-day review to determine whether the transaction presents national security considerations that 
warrant a full investigation. If the transaction poses no national security concerns, the 
acquisition is approved. If the acquisition does pose potential national security concerns, CFIUS 
conducts a 45-day investigation culminating in· a recommendation to the President as to whether 
he should take action to block the acquisition. A representative of the Office of International 
Investment, Department of Treasury, who administers CFIUS matters, told us that DoD input is 
crucial on transactions that may have national security implications. The representative 
indicated. that.such transactions were unlike-ly to receive favorable action byeFIUS ·if DoD 
objected. 

ill. SCOPE 

We interviewed Mr. Perle, six other DPBAC members, DoD representatives serving on 
CFIUS, DoD Standards of Conduct Office (SOCO) attorneys, senior officials of the U.S. 
Department of State, and a vice-president of Goldman, Sachs. In addition, we interviewed the 
Executive Director, DPBAC, and reviewed in detail the summary reports of all DPBAC 
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meetings between the times Mr. Perle was appointed chairman (September 200 l) and February 
2003. 8 We also reviewed guidance from SOCO regarding standards of conduct for SGEs, 
applicable DoD policies and procedures, and other relevant documentation. 

We received materials from Mr. Perle's attorney containing a sworn affidavit from one of 
the two Saudi Arabian businessmen who met with Mr. Perle on January 3, 2003, in Marseilles, 
France, and a transcript of a telephone conversation between Mr. Perle's attorney and the second 
Saudi Arabian businessman. The materials also included background information from Global 
Crossing attomeys detailing the process of developing and editing an affidavit that was to be 
used in support of Global Crossing's application to retain and employ Mr. Perle as a speeial 
regulatory advisor. In addition, we interviewed the attorney representing Global Crossing who 
communicated directly with Mr. Perle regarding Mr. Perle's potential employment with Global 
Crossing. 

After initiating the inquiry, we received an e-mail complaint that stated, "I am reporting a 
serious case of corruption within the Department of Defense and requesting that you act 
expeditiously to discipline the individual [Mr. Perle] who is a war profiteer and has dishonored 

.· · ..... 

... WAtfmutd 

We also received correspondence that referenced a media report alleging "Mr. Perle has 
asked for paytnent to appear on TV to speak about the Administration's defense policy." The 

_Mr._Perle:'s_JU:tivities -
-regardmi acceptance of compensation for ''Teaching, speakin& and writing.,, After reviewing 
DoD ethics regulations in light of the media article referenced, we did not further investigate the 
matter. The media article indicated that Mr. Perle was compensated to give interviews on "the 
Pentagon's haq policy'' and "[President] Bush's Middle East policy." It explairied that he was 
"paid because of his working knowledge of Pentagon strategy.'' 

-7' 
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. The JER restrictions that apply to SGEs prohibit them from receiving compensation only . 
for speaking on "'particular matters involving specific parties. in which the special Government 
employee has participated or is participating personally and substantially." The correspondence 
to this office, and the media article referenced, gave no indication that Mr. Perle spoke on 
"particular matters involving specific parties."9 Rather, the information provided to this Office 
indicated that he was interviewed on broad topics involving national defense. The IBR permits 
DoD employees to receive compensation for speaking ''on a subject within the employee's 
discipline or inherent area of expertise," even though that speaking activity "deals generally with 
a subject within the agency's areas of responsibility." {For additional discussion on this matter, 
see .Section IV .E. below that addresses allegations involving Mr. Perle and 

IV. FINDINGS AND ANALYSIS 

9 Moreover, as described below, our review ofDPBAC activities found no indication that Board deliberations ever 
involved ''particular matters involving specific parties." 



employee on behalf of Global Crossing, presumably using his authority and status 
as Chairman, DPBAC, to influence that employee to act favorably toward Global 
Crossing. 

Standards Regarding a Conflict of Interest 

Title 18, United States Code (U.S.C.), Section 203, "Compensation to Members of 
Congress, officers, and others in matters affecting the Government" 

18 U.S.C. 203 prohibits an SGE: 

• from directly or indirectly demanding, seeking, receiving, accepting or agreeing 
to receive or accept any compensation; 

• for any representational services as agent or attorney; 

• rendered or to be rendered either personally or by another; 

.· '.:• , agency, eourt, court-martial,. ofticer, or any civil, military, 
ornav-1 

·• only in relation to a particular matter involving a specific party or parties: 

a. in which the SGE participated at any time personally and substantially as a ' · 
Government employee or SGE through decision, approval, disapproval, 
recommendation, the rendering of advice, investigation, or otherwise; or 

b. which is pending in the department or agency of the Government in which 
such employee is serving (if the employee has served the Government for 
more than 60 days <,luring the immediately preceding period of 365 
consecutive days). 

i,. . 

Title 18, U.S.C .. , Section 205, "Activities of officers and employees in claims against 
and other matters affecting the Government" 

18 U.S.C. 205 prohibits an SGE: 

• from acting as an agent or attorney for prosecuting any claim against the United 
States; or receiving any gratuity, or any share of the interest in any such clai_tn, in '•· 
consideration of assistance in the prosecution of such claim; or '· 1·:· 

• from acting as an agent or attorney for anyone before any department, agency, 
court, court-martial; officer, or civil, military, or naval commission in connection 
with any covered matter in which the United States is a party or has a direct or 
substantial interest; 



• only in relation to a particular matter involving a specific party or parties: 

a. which the SGE participated at any time personally and substantially as a 
Government employee or SGE through decision, approval, disapproval, 
recommendation, the rendering of adv1.ce, investigation or otherwise; or 

b. which is pending in the department or agency of the Government in which 
such employee is serving (if the employee has served the Government for 
mote than 60 days during the immediately preceding period of 365 
consecutive days). 

Title 18, U.S.C., Section 208(a), "Acts affecting a personal rmancial interest" 

18 U.S.C. 208{a) prohibits an SGE: 

• from participating personally and substantially as a Government officer or 

• through disapproval, recommendation, the rcmdering of 
. advice, investigation, or otherwise: , 

• 'in a judicial or other proceeding, application, request for a ruling, or other 
determination, contract, claim, controversy, charge, accusation, arrest, or other 
particular matter; 

• in which, to his knowledge he, his spouse, minor child, general partner, 
organization in which he is serving as officer, director, trustee, general partner or 
employee, or any person or organization with whom he is negotiating or has any 
arrangement concerning prospective employment, has a financial interest. 

The Director of the Office of Government Ethics issued an additional regulatory waiver 
to the restrictions of 18 U .S.C. 208 applicable to SGBs serving on advisory committees. This 
waiver, found at Title 5, Code ofFederal Regulations, Section.2640.203, provides that an SGE 
serving on an advisory committee within the meaning of the Federal Advisory Committee Act 

-(F ACA -- 5 U.S.C. Appendix I) (such as the DPBAC} may participate in any particular matter of 
general applicability where the disqualifying financial interest arises from his 11on-F'ederal _ · 
employmentoFn&n-Federalprospective -employment,·provicfedlliaTffie matter Will iiof have a 
special or distinct effect on the employee or employer other than as part of a class. For purposes 
of this paragraph, "disqualifying financial interest" arising from non-Federal employment does 
not include the interests of an SGE arising from the ownership of stock in his employer or 
prospective employer. 

l 6llJ!i!li'l

.,... 

10 

!IfSLL'l!tt!Sl9. 81 fUr' 



n· 

DoD 5500. 7-R, "Joint Ethics Regulation (JER)," dated August 30, 1993 

The "foreword,, portion of the JER states that its provisions "are applicable to all DoD 
employees, regardless of civilian or military grade." Section 1-211 of the JER defines a "DoD 
Employee" as "Any DoD civilian officer or employee (including special Government 
employe'es) of any DoD Component." Subpart D of the JER, "Conflicting Financial Interests," 
provides guidance to DoD employees concerning the meaning of the statutes set forth above. 

Section 2635.402 reiterates the criminal statute that prohibits an employee "from 
participating personally and substantially in an official capacity in any particular matter in which, 
to his knowledge, he or any person whose interests are imputed to him has a financial interest, if 
the particular matter will have a direct and predictable effect on that interest." 

Section 2635.402(b)(l), defines ''Direct and predictable effect," as when, 

there is a close causal link between any decision or action to be taken 
in the matter and any expected effect of the matter on the financial 
M•. ma:r it 

-- - .... maer wm not hiV-e a meet effect on a 
.·i. •. 
, . upon the occurrence of events that are speculative·or that 

are independentot and unrelated to the matter. 

Furt,her, Section 2635.402(b)(l)(ii) stipulates that the effect is.predfotal;>le if there is a 
''real, as opposed· to a speculative possibility that the matter will affect the financial interest." It 
also states that the magnitude of the gain or loss is immaterial and need not be known. 

Section 2635.402(b)(3)·detines ''particular matters" to include "matters that involve 
deliberation, decision, or action that is focused upon the interests of persons, or a 

or discrete and identifiable class of persons." The definition explicitly excludes ''the consideration 
adoption of broad policy options that are directed to the interests of a large and diverse group 

of persons." 

Section 2635.402(b)(4) defines "Personal and substantial," as, 

direct participation that is ... of significance to the matter. 
Participation may be substantial even though it is not determinative of 

. _ the_outcome of aparticulaunatter.- Ho-wever,-itrequires-more than · 
offidal responsibility, knowledge, perfunctory involvement, or 
involvement on an administrative or peripheral issue .... · Personal 
and substantial participation may occur when, for .example, an 
employee participates through decision, approval, disapproval, 
recommendation, investigation or the rendering of advice in a 
particular matter. 

4.itskbLLIChtblJBll 01 ffltI -·· 
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Standards Concerning Misuse of Position 

DoD 5500.7-R, "Joint Ethics Regulation (JER)," dated August 30, 1993 

Section 2635.101 of the JER, "Basic obligation of public service," states that emplo"yees 
shall not use public office for private gain. This obligation is further described in Section 2635, 
Subpart G of the JER, "Misuse of Position." Subpart G, Section 2635.702, "Use of public office 
for private gain," states, 

An employee shall not use or pennit the use of his Government 
position or title or any authority associated with his public office in a 
manner that is intended to coerce or induce another person, including 
a subordinate, to provide any benefit, financial or otherwise, to 
himself, or to friends, relatives, or persons with whom the employee 
is affiliated in a nongovernmental capacity. 
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Dispussion - Alleged Conflict of mterest 

Pelt 91 fLUta b'lc. 

We coJ;icluded that Mr. Perle's activiti . 
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Mr. Perle told us the Global Crossing provided him what he 
believed to be a revised draft of the affidavit; however, he added: 
t . - .,.t_··. . 'f:. 

11 
The affidavit was entitled, "Affidavit of Richard Perle Pursuant to Section 327(a) of the Bankruptcy Code and._ ... 

Rules 2014 and 2016 of the Federal Rules of Bankruptcy Procedure in Support of the Debtors' Application to Retain 
and Employ Richard a8 Special Regulatory Advisor." 
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Discussion. -... Mi§ll§F Position 

.Standards 

We refer to 18 U.S.C. 203 and 208, and JER Section 2635.402 described above. 
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Those complaints suggested the following violations of standards: 
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We refer to 18 U.S.C. 203, 205, and 208; and JER Sections 2635.40i and 2635.702 
described above. 
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Regarding the substance of the ·conversation,·. 
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Mr. Perle acknowledged he contacted . . . . . . _ to inquire about the status of 

· rdentifying 1llmsetf as a m ·· · ·. · lftttie DPBAC. He also demed 
that the contact constituted a conflict of interest because no issues involving or affecting Loral 
Space and Communications had been discussed by the DPBAC. 

Discussion 

H03L87509069 24 

We found no evidence Mr. Perle violated misuse of position provisions. Regarding 
Mr. Perle's contact with a State Department official, was clear Mr. Perle was acting 
as a representative of Loral Space and Communications and did not use his status as Chairman, 
DPBAC. Mr. Perle did not refer to his Govennnent position during the conversation, nor did he 
attempt to use it to coerce or influence the State Department official's action. 
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Standards 
F 

- DoD SS00.7-R, "JER", dated August 30, 1993 

·Section 2635.703 of the JER provides that an employee shall not allow, through advice or 
recommendation, the improper use of nonpublic information to further the private interest of 
himself Non-public infonnation·is·defined· as information that the· empfoyee gains by 
reason.of Federal employment and that he knows or reasonably should know has not been made 
available to the general public. 

· Section 2635.807 provides that an employee, including an SGE, may not receive 
compensation from any source outside the Govemmc:nt for speaking that relates to the 
employee's official duties. For purposes of this paragraph, speaking relates to the employee's 
official duti.es if: 

· -• -. .as Pitt oftllo eiQJloyee1s official duties. 

• The invitation to in the activity w• extended to the employee primarily · 
of bis offioial duties rather than.hi$ on the particular subject matter. 

· • The invitation to engage in the activity or the offer of compensation was extended to 
the employee by a person who has interests that may be affected substantially by 
performance or nonperformance of the employee's official duties. 

• The information conveyed through the activity draws substantially on ideas or official 
data that are nonpublic information. 

• For SGEs; the subject of the speaking activity deals in significant part with any matter 
to which the employee presently is assigned or to which the employee bad been 
assigned dming the previous one-year periOd. This restriction applies only during the 
current appointment of an SGE; except tb3t if the SGE has not.served or is not 
expected to serve for more than 60 days during the first year or any subsequent one 
year period of that appointment, the restriction applies only to "particular matters 
involving specific parties in which the SGE has participated or is participating 
pemcmally--and·-substantiaHy.n - --· · · -- · · ·· ··· ·· ·· -· 

• This section of the JER does not preclude an employee from receiving compensation 
for teaching, speaking, or writing on a subject within the employee's discipline, or 
inherent area of expertise based on his educational background or experience even 
though the teaching, speaking, or writing deals generally with a subject within the 

· agency's responsibility. 

blc. 



Fae ts 

'Ph . . . _ . . .. . . _ . . .. . we interviewed had no personal knowledge of the Goldman, 
.Sachs conference call other than what tliey had read in various news articles. The following 
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introduced as .a speaker on the conference call, Mr. Perle opened his remarks 
with a disclaimer statement: 

Everything you 're going to hear from me now represents my own 
view and my own best assessment of the situation. And obviously 
where in a few instances I have access to privileged information, I 
can't share that. But this is perhaps the best reported war in history 
before it actually got underway, and so a great deal is known and has 
been put in. the public domain even before the fighting starts. 

A detailed review of the summary reports of all DPBAC meetings taking place from r-
as Chairman (July --February--2003-revealetHhat- -· -- --

discussion duri.p , . _,B.AC meetiggs did not cover particular uwol , . . _ ... ific parties pertaining to . . -. . . . ·- . . . · . · . . · .. . -- ·. . ·· .· . · . -. 

Discitssion · 



. . · Dii> : ... "Joint Etllics Replatiolt fJER)," dated August 30, 1993 

Section 2635.502(a) of the JER, "Consideration of appearances by the employee," 
provides guidance concerning situations where an employee's personal or business relationships 

in a particul.- m.Uer involving.specific parties. if the employee has a "covered relationship" with 
an involved party and the employee determines that the circumstances would cause a reasonable 
person with knowledge of the relevant facts to question his impartiality. If the employee does 
make such a determination, the IBR permits the employee to participate in the matter only if he 
fitst informs bis agency designee of the situation and receives to partioipate. 

An employee has a '"covered relation$hip'' with an entity (to include persons and 
organization$) for whom he has, within the last year, served as officer, director, trustee, general 
partner, agent, attorney, consultant, contractor, or employee. 

We refer to the expositions of facts in prior sections of this repq_rt, augmented by the 
following observations of knowledgeable witnesses. 

I 
I 

I 

I 
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. I 
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I 
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could create the appearance of a loss of impartiality. It prohibits an employee from participating 

1:.t . · .. .. :••·-·· •-'*-·-r ......... 
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FUR bfi:flti'Ltwk MiE Qlll lE 

Mr. Perle pointed out: 

There's a mechanism for making sure that the Government can get 
that advice without compromising the integrity of the Government, 
and that mechanism is that if you're on such a board and an issue 
comes before the board in which you have an interest, you don't 
involve yourself in a recommendation .... That seems to me the tight 
way to reconcile the public interest in getting expertise from people 
outside and the protection of the public's interest in not having its 
policies.-and-decisions skewed by private interests. · 

Disc.ussion 



FOR <3PPI@k,..V.8i .91rM 5 
. • 

In deciding whether Mr. Perle acted appropriately, we considered the purpose and nature 
of the DPBAC itself. As stated by several witnesses, the DPBAC was created and has been used 
by several administrations to provide the Secretary of Defense with advice on policy matters 
from knowledgeable persons outside DoD who are in a position to offer a "fresh perspective." 

persons with the requisite expertise on defense matters are likely to be former DoD 
officials or individuals with financial interests in defense industries, much of the DPBAC 
membership consists of persons with such backgrounds. 

· - ·mR.·section 2635.SOl(a) requites the·aovemment employee·m question to make an 
assessment as to whether bis actions would cause a reasonable person with knowledge of the 
facts to conclude that he (the employee) had lost impartiality in the performance of bis official 
'duties. Here, Mr. Perle made such an assessment, concluding that financial interests he held 
while perfottning official functions did not constitute a conflict of interests. W o determined that 
his conclusions were correct in that a reasonable person with knowledge of the purposes of an 
advisory board such as the DPBAC, the subject matter of DPBAC deliberations, and standards 
that apply to SGEs would agree with Mr. Perle that there was no conflict and no loss of 

·-------

- ----··-- -·--····-- ------------ ---·-

.. <;:!. activitie$ relatedt :. 

F. Mr. Perle did not 
- - - -- --- - - -- - ------- - -------- - ----- - - - -- --··---------------··-------------------- ---------·-····-- ·----·- --

VI. RECOMMENDATIONS 

We have no recommendations in the matter. 
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