JAMES P. SCANLAN
2638 39th Street, N.W.
Washington, D.C. 20007
(202) 337-3927

July 29, 1997

HAND DELI VERED CONFI DENTI AL

Mark J. Hul kower, Esg.
STEPTCE & JOHNSON, L.L.P.
1330 Connecticut Avenue, N W
Washi ngton, D.C. 20036

Re: Steptoe & Johnson's Representation of the
O fice of Independent Counsel Concerning the
I ndependent Counsel's Prosecution of United
States of Anerica v. Deborah Gore Dean, Crim
No. 92-181-TFH (D.D.C.)

Dear M. Hul kower:

It has come to ny attention that the firmof Steptoe &
Johnson, L.L.P. has been retained by the Ofice of |ndependent
Counsel Larry D. Thonpson for the purpose of ensuring that
certain discovery materials are not used in a manner violative of
a protective order issued in the referenced case.

| have been led to understand that orally and in witing you
have represented to Joseph J. Aronica, counsel for the defendant
Deborah Gore Dean, that | stated in a letter to I ndependent
Counsel Larry D. Thonpson that | possessed naterials covered by a
protective order in the referenced case and that I would not give
up custody of those materials because M. Thonpson had not raised
the issue earlier. 1 also understand that you refused to provide
M. Aronica with a copy of the letter in which | was supposed to
have made these statenents.

Encl osed is a copy of a May 14, 1997 letter fromne to M.
Thonpson (Tab 14 of the encl osed binder), which presumably is the
letter referred to in your statenments to M. Aronica. | have
al so provided a copy to M. Aronica. As | trust you can see,
assum ng | have been correctly apprised of your representations
to M. Aronica, the letter does not support your characterization
of the statenents in ny letter to M. Thonpson. Wether you
i naccurately characterized a letter you had read or relied on an
I ndependent Counsel attorney's characterization of a letter you
had not seen, | hope that in the future you will attenpt to
ensure that anything you wite about me in or out of court wll
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be nore accurate. | think that if you carefully exam ne the
material | amenclosing for your review, you will find that I

have attenpted to be as accurate as possible in everything | have
so far witten about the enpl oyees of your client, and | think
you will find that in whatever | wite or say in the future about
those enployees | will attenpt to be just as accurate.

| al so suggest that you carefully review the encl osed My
14, 1997 letter inits entirety in order to gain an understanding
of ny clainms, first, that M. Thonpson and ot her | ndependent
Counsel attorneys have deceived the courts in this and anot her
case in a manner that violates 18 U S.C. §8 1001 and, second, that
M. Thonpson's decision to raise the issue of access | may have
or have had to docunents covered by a protective order was
notivated solely by the facts that | had recently confronted him
with information that would | ead nost observers to concl ude
beyond a reasonabl e doubt that actions of |ndependent Counsel
attorneys in this case violated federal |aws and that he
recogni zed that if | persisted in ny attention to this matter
those actions ultimtely woul d be reveal ed and possibly
pr osecut ed.

Al so provided in the enclosed binder is a conplete set of ny
correspondence with M. Thonpson, including |letters exchanged
bet ween Sept enmber 18, 1995, and February 18, 1996 (Tabs 1 to 6),
and between February 11, 1997, and July 28, 1997 (Tabs 7 to 16,
18 and 21), as well as letters to Claudia J. Flynn, Chief of
Staff of the Crimnal Division of the Departnent of Justice,
dated June 10, 1997, and July 6, 1997 (Tabs 17 and 19), and to
Associ at e | ndependent Counsel M chael A. Sullivan, dated July 23,
1997 (Tab 20). This correspondence gives a fuller picture of ny
contenti ons about |ndependent Counsel m sconduct. The timng of
the recent correspondence, relative to the | ndependent Counsel's
first effort to secure the services of an outside firmregardi ng
docunents covered by the protective order, may al so gi ve you
addi tional insight into the Independent Counsel's notivations in
securing Steptoe & Johnson's assistance in the matter

Al so encl osed under Tab 21 of the binder is a set of ny
correspondence with the Departnent of Justice and White House
Counsel Abner J. M kva between Decenber 1, 1994, and March 10,
1996, concerning ny efforts to cause the Departnent of Justice to
investigate the Ofice of |Independent Counsel, as well as ny
efforts to cause the renoval of the Honorable Jo Ann Harris from
the position of Assistant Attorney Ceneral for the Crimna
Di vision and the renoval of certain other fornmer |Independent
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Counsel attorneys from positions in the Departnment of Justice
because their actions in the prosecution of this case indicated
that they were unfit to serve as attorneys representing the
United States Governnment. The correspondence fromnme is provided
on diskette (in WrrdPerfect 6.0), with hard copy index, and the
correspondence to ne is provided in hard copy.

Encl osed on a diskette under Tab 22, with hard copy i ndex,
is a conplete set of the narrative materials | provided to the
Departnent of Justice and the White House in 1994 and 1995 and to
M. Thonpson on Septenber 18, 1995. To the extent that the
correspondence provided under Tabs 1 to 21 | eaves you in doubt
about the essential aspects of the |Independent Counsel's conduct
in this case, the other materials may resolve those doubts. | am
avail able any tine to answer any question you m ght have about
t he subjects addressed in these materials or to provide you any
of the attachnments that were originally enclosed with the
materials.*’

! The voluminous narrative materials that were first provided to the

Department of Justice in December 1994 and January 1995, while very detailed, treat a
number of important issues in a manner that is quite inadequate given subsequent
developments. For example, in May 1995, the court of appeals would hold that there
was sufficient evidence to support a verdict that Deborah Gore Dean conspired with
former Attorney General John N. Mitchell to defraud the Department of Housing and
Urban Development with regard to only one of the three moderate rehabilitation projects
cited in Count One of the Superseding Indictment. This was a 293-unit project in Dade
County, Florida called Arama, which was funded as a result of documents signed by
HUD Assistant Secretary for Housing Maurice L. Barksdale in July 1984, several weeks
after Dean became Executive Assistant to HUD Secretary Samuel R. Pierce, Jr. In
finding sufficient evidence to sustain a verdict on the Arama project, the court relied
heavily on Barksdale's testimony that he did not know that the 293 moderate
rehabilitation units he allocated to Dade County in July 1984 were intended for a
specific project and that project-specific allocations were against HUD policy. It has
subsequently become known that the Independent Counsel had evidence that almost
all of Barksdale's allocations were project-specific. The Independent Counsel in fact
indicted James Watt for covering up a scheme whereby Barksdale and other HUD
officials violated HUD's regulations against project-specific moderate rehabilitation
allocations in order to benefit Watt.

In addition, much of the discussion of Barksdale in the materials concerns the
Independent Counsel's failure to confront him with the John Mitchell telephone
message slips indicating that Dean's predecessor as Executive Assistant, Lance H.
Wilson, had talked to Barksdale about the Arama funding months before Dean became
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Executive Assistant, as well as the Independent Counsel's failure to correct Barksdale's
testimony that he did not remember Wilson's talking to him about the matter and that he
would remember if Wilson had. The Independent Counsel also refused to question
Wilson on the matter even though he became a cooperating witness as early as June
1994. When in December 1996 Wilson provided an affidavit stating that he had
discussed the matter with Barksdale, who indicated he would fund the project, the
Independent Counsel sought to lead the court to believe that Independent Counsel
attorneys did not believe Wilson.

The discussion of the Independent Counsel's use of the Arama consultant
agreement to lead the court falsely to believe that Arama developer Aristides Martinez
knew that John Mitchell was to receive half the Arama consultant fee, which is found in
the Supplement | material provided to the Department of Justice in January 1995, does
not address the reasons to believe that the Independent Counsel excluded from the
report of the May 15, 1992 Martinez interview provided to the defense statements by
Martinez that he had no knowledge of Mitchell's fee arrangement, a matter that is
addressed in a number of places in my recent correspondence to Mr. Thompson. Nor
does the earlier treatment of this issue address Independent Counsel Larry D.
Thompson's failure to correct the record on this matter since it was first brought to his
attention on September 18, 1995, or Mr. Thompson's extraordinary behavior concerning
this matter since | first requested to examine the originals of certain exhibits on
February 26, 1997, as documented in the recent correspondence.

Further, with regard to a variety of issues, the materials created in December
1994 and January 1995 necessarily fail to address the implications of the Independent
Counsel's actions subsequent to being provided copies of those materials. For
example, the materials that | maintain conclusively demonstrated that Thomas T.
Demery committed perjury in this case with knowledge of Independent Counsel
attorneys, and that the Independent Counsel attempted to deceive the district court and
the court of appeals on this matter, were brought to Mr. Thompson's attention long
before Mr. Thompson himself attempted to deceive the Supreme Court on the same
matter, and long before Mr. Thompson represented to the Honorable Stanley H. Harris
that Demery had given completely truthful testimony in this case.

The above developments are among the matters to be addressed in the
summary being prepared as part of the materials that | will soon provide to Attorney
General Janet Reno and certain other governmental entities, as discussed infra.
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| believe, however, that the materials provided under Tabs 1
to 21 should |l ead you to believe that, unless | have seriously
m sstated the facts, |ndependent Counsel attorneys repeatedly
viol ated federal |aws through a variety of actions in their
initial prosecution of this case, in their subsequent efforts to
defend the actions of Independent Counsel attorneys against
al l egations of prosecutorial msconduct, and even in their
response to ny recent efforts to secure information relating to
t he I ndependent Counsel's efforts to deceive the court by
i ntroduci ng certain docunents into evidence while representing
themto be things that they are not. The violations of federal
law go well beyond the violations of 18 U S.C. § 1001 that have
been the principal focus of ny recent correspondence with M.
Thonpson.

In light of this material, | suggest that you consider
whet her in assisting the Ofice of Independent Counsel wth
regard to the subject for which Steptoe & Johnson has been
retained, the firmwould be joining a conspiracy to obstruct
justice even had the firmbeen retained by M. Thonpson acting in
his private capacity. A nore inportant consideration, however,
i nvol ves the fact that Steptoe & Johnson has not been retained by
M. Thonpson in his private capacity. Rather, Steptoe & Johnson
has been retained by the Ofice of |Independent Counsel, which is
to say that the firms client is the United States Governnent. 2
The firmhas a nunber of obligations to that client.

The nost significant of these is the obligation to bring to
the client's attention any information comng to the firms

? In any event, notwithstanding the suggestion in my May 14, 1997 letter to Mr.
Thompson (at 10) that he and other Independent Counsel attorneys consider retaining
separate counsel, | assume that Steptoe & Johnson has been retained to represent the
Office of Independent Counsel, rather than Mr. Thompson, with respect to the issue of
the protective order. Personal counsel to Mr. Thompson could have no legitimate role
in such matter.
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attention indicating that agents of the client have viol ated
federal |aws or otherw se acted outside the scope of their
legitimate authority. It ought to go w thout saying that any
efforts of enployees of the Ofice of Independent Counsel to
cover up arguable federal crinmes of other enployees of that
Ofice or to in any manner deceive a court with regard to a
matter they are prosecuting are outside the scope of their
legitimate authority. And this holds whether or not one of the
enpl oyees of the O fice of |ndependent Counsel engaging in such
conduct is the Independent Counsel hinself.

Steptoe & Johnson's situation here is akin to that of an
outside law firmhired to represent a corporation by the General
Counsel of the corporation where information is brought to the
outside firms attention that the General Counsel is defrauding
the corporation. The firmis duty in such a case is to determ ne
whet her the General Counsel is in fact defrauding the corporation
and, if the firmfinds that to be so, to bring the matter to the
attention of the corporation itself. Failure to act in this
manner would inplicate the outside firmin the General Counsel's
fraud.

Whet her or not | amcorrect in the contentions in nmy recent
correspondence to M. Thonpson that various actions of
I ndependent Counsel attorneys violated 18 U.S.C. § 1001, | do not
think there is nuch doubt that |ndependent Counsel attorneys have
repeatedly violated federal laws in their past and continui ng
efforts to deceive the courts concerning a host of matters and
that in doing so those attorneys are defrauding their enployer,
the United States Governnment. But | urge Steptoe & Johnson to
review the matter carefully and reach a conclusion of its own.

| suggest that in considering this matter Steptoe & Johnson
initially reviewwth M. Thonpson the questions | posed to him
innm letters of July 3, 1997, and July 28, 1997, though the firm
shoul d bear in mnd that those are but a portion of the questions
to which truthful answers from M. Thonpson woul d provide a basis
for the i nredi ate renoval of M. Thonpson as | ndependent Counse
and for the prosecution of M. Thonpson and certain other
I ndependent Counsel attorneys. | mght al so suggest review ng
with M. Thonpson precisely why he has all owed al nost four nonths
to el apse without responding to ny quite sinple inquiry of
whet her the docunent he represented to ne to be a true copy of
Government Exhibit 25 in his letter dated March 25, 1997, is in
fact a true copy of that docunent and whether, as | have
repeat edly suggested to himover these nonths, the failure to
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respond is notivated by a desire to delay ny revealing that the
I ndependent Counsel deceived the court concerni ng Gover nnent
Exhibit 25 and certain related exhibits.?®

Be m ndful, of course, that in review ng these questions
with M. Thonpson, the firms obligation, just as it would be in
review ng issues wwth a General Counsel who there is reason to
believe is defrauding a corporation, is to satisfy itself that
the answers are not nerely plausible but are in fact truthful.

Be mi ndful as well that M. Thonpson's obligation in responding
to pertinent questioning by attorneys acting on behalf of the
O fice of Independent Counsel is to tell the conplete truth and
to give no answers that are at all m sl eading.

For exanpl e, one of the matters given considerable attention
in various places, including ny letter dated May 26, 1997,
concerns the I ndependent Counsel's actions respecting Thomas T.
Denmery. As an |Independent Counsel w tness, Denery repeatedly and
unequi vocal I y deni ed ever having lied to Congress, even though
t he I ndependent Counsel had indicted himfor perjury for two
statenents made to Congress and even though he had acknow edged
to I ndependent Counsel attorneys that at |east a dozen of his
statenents to Congress, including those formng the basis for the
perjury charges, were false. The Independent Counse
subsequently woul d make a nunber of inplausible clains in this
case that neither Denery nor trial counsel was aware that
Denery's denials that he had ever lied to Congress were fal se.

It would later represent to the Honorable Stanley S. Harris that
Denery had in fact given conpletely truthful testinmony in this
case, and it would do so without inform ng Judge Harris either
that allegations had been nade that Denery commtted perjury in

% | suggest that in exploring these issues with Mr. Thompson, you explore as
well whether there have been other complaints lodged against the attorneys who
handled this case, including any complaints by former employees of the Office of
Independent Counsel that Independent Counsel attorneys caused interview reports to
be altered or destroyed.



Mark J. Hulkower, Esq.
Steptoe & Johnson, L.L.P.
July 29, 1997

Page 8

this case or that the judge in this case had essentially agreed
with those all egations.

If M. Thonpson or any other |ndependent Counsel attorney
should state nerely that Denery nmay have made a few fal se
statenents or arguably fal se statenments to Congress, M. Thonpson
or the other attorney would alnbst certainly be attenpting to
deceive you. For Thomas Denery conmtted perjury at |east 20
ti mes when testifying before congress, and the actual nunber is
very likely closer to 50 than to 20. If M. Thonpson or the
ot her I ndependent Counsel attorneys now handling the case do not
know this, it is only because they have assi duously cultivated a
wi | I ful ignorance of a quite extraordinary degr ee.

More |ikely, however, M. Thonpson and ot her | ndependent
Counsel attorneys do know this. And to respond honestly to your
guestions, they nust tell you that it is true that Denery |lied at
| east 20 tinmes when testifying before Congress; that it is true
that he repeatedly and unequi vocally denied ever having lied to
Congress when he testified in this case; that it is true that
both Denmery and trial counsel, and very likely Independent
Counsel supervising attorneys as well, knew those denials were
false; and that it is true that the | ndependent Counsel has
repeatedly attenpted to deceive the courts concerning this
matter. Responding to you honestly, M. Thonpson probably al so
will have to say either that he believes that Denery deni ed ever
having lied to Congress because he was told to do so by
I ndependent Counsel attorneys, who also told himthe |Independent
Counsel would nevertheless tell the court in Denery's own case
that he had given entirely truthful testinony in this case, or
that he (M. Thonpson) has declined to |l earn the truth about why
Denery woul d deny ever having lied to Congress despite having
nont hs earlier confessed to | ndependent Counsel attorneys that he
had repeatedly lied to Congress.

At any rate, with regard to the questions posed in the July
3, 1997 letter and perhaps a score or nore of other questions,
M. Thonpson will have sone difficulty contriving answers that
are even plausible without revealing that the essentials of ny
al | egati ons agai nst himand other enpl oyees of the Ofice of
I ndependent Counsel are well-founded. And, while M. Thonpson
m ght lawfully refuse to answer such questions posed by you, any
false statenents or other efforts to mslead you would violate 18
U S.C 8 1001 no less than a false statenment to the Federa
Bureau of Investigation. | suggest, however, that Steptoe &
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Johnson cannot fail to ask those questions while continuing its
representation of the Ofice of |Independent Counsel.

That is not to say that Steptoe & Johnson can avoid its
obligations in this matter sinply by w thdraw ng from
representing the O fice of |Independent Counsel, just as a firm
could not avoid its obligations to a corporate client sinply by
withdrawing its representation on |learning that the Genera
Counsel who had retained the firmwas defrauding the corporation.

Nor woul d Steptoe & Johnson's obligations to its client be ended
simply because the | ndependent Counsel attorneys who hired
St ept oe & Johnson shoul d choose to term nate Steptoe & Johnson's
servi ces.

Above all, | urge Steptoe & Johnson to carefully consider
this matter fromthe outset. Even assum ng that |ndependent
Counsel attorneys have repeatedly violated federal |aws and
specifically enpl oyed Steptoe & Johnson to interfere with ny
efforts to reveal those violations, it seens unlikely that at
this tinme any nmenber of the firmhas violated any federal |aw
Assum ng that Steptoe & Johnson should reach the concl usion that
ny principal allegations are well-founded, however, | do not
believe that the firmcan |long forego taking actions to prevent
the continued defrauding of its client without inplicating its
own attorneys in such conduct.

As you consi der these issues, you may find it useful to know
some of my intentions with regard to pressing these issues
further in the near future. Upon conpleting a |ong sunmary of
devel opnents to date, | shall again be raising these issues with
Attorney General Janet Reno. At that time, in addition to
bringing to Attorney General Reno's attention a nunber of
devel opnents subsequent to the Departnment of Justice's prior
consideration of this matter (sone of which I discuss in ny
letter to M. Thonpson dated May 26, 1997, as well as in note 1
supra), | wll suggest that the Departnent of Justice did not
previously investigate this matter in good faith and that the
failure to do so was in sone part notivated by the concern that a
good faith investigation would reveal that Assistant Attorney
General Jo Ann Harris and at |east one other high-ranking
Departnment of Justice official had violated federal [aws while
acting as attorneys for the Ofice of Independent Counsel in the
prosecution of this case. |If you carefully review everything
have provided you, | think you will find that suggestion to be
warranted. Wien | raise the matter again with Attorney General
Reno, in all likelihood | will also be raising the sane issues
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with the Inspector General of the Departnment of Justice, urging
himto determ ne whether there occurred any nal f easance on the
part of Departnent of Justice officials in the prior handling of
the matter. At some point, | wll be seeking the renoval of
Caudia J. Flynn fromthe position of Chief of Staff in the
Ofice of the Assistant Attorney General for the Crimna
Division, for the reasons stated in ny letter to Ms. Flynn dated
June 10, 1997.

After conpleting the sunmary for Attorney General Reno, |
will also be submitting the same or simlar materials to the
subcomm ttees of the House Judiciary Commttee that are
consi deri ng I ndependent Counsel issues and prosecutori al
m sconduct issues generally. And, in the event there is an
effort to confirma successor to Ms. Harris as Assistant Attorney

General for the Crimnal Division, | shall likely bring these
sane matters to the attention of the Senate Judiciary Comrittee
when it considers the nomnation. | have not yet decided when to

bring these matters to the attention of the panel that appoints
I ndependent Counsels. Notw thstanding M. Thonpson's evi dent
concerns that statenents in materials covered by the protective
order contain evidence of additional abuses by |Independent
Counsel attorneys, however, these various subm ssions wll not
rely on materials covered by the protective order other than

t hose al ready nmade part of the public record.

In addition, I will likely continue to wite to M. Thonpson
to address any nunber of issues, including his continuing failure
to respond to my question concerning the absence of the Arama
consul tant agreenent fromthe copy of Governnent Exhibit 25 that
he provided nme by letter dated March 25, 1997. Probably, I wll
copy Steptoe & Johnson with such correspondence. Since, in
contrast to M. Thonpson, who |I regard already to have shown that

he does not recognize or in any event will not fulfill his
obligations to the governnental entity he represents, Steptoe &
Johnson has yet given no indication that it will not fulfill all
of its obligations to its client, I my fromtinme to tine provide
to Steptoe & Johnson materials that I will not provide to M.
Thonpson.

The timng of the subm ssions to the governnental entities
|isted above is subject to tinme constraints inposed by other
obligations. 1In that regard, | note that Steptoe & Johnson
whil e presumably not yet very acquainted with these sonmewhat
conpl ex issues, has far nore resources than | to devote to this
matter. And | suggest that Steptoe & Johnson's obligations to
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its client require that it devote whatever resources are
necessary to ensuring that the firms actions are not part of
schene to cover up abuses by agents of its client as well as to
ensuring that, if those agents are in fact defrauding that
client, measures are taken to address the matter. Further,
whereas | have no obligation save what | consider to be a noral
one to do anything at all about this matter at any tinme, Steptoe
& Johnson has significant |egal and ethical obligations to act
i mredi ately upon comng to believe that there is nerit to ny
al l egations that agents of its client are defrauding that client.
Thus, | suggest that it would be inappropriate for Steptoe &
Johnson to await further actions on ny part before proceeding to
fulfill its own obligations in the matter

In any event, to the extent that Steptoe & Johnson has a
continuing role in this matter, | urge it to keep in mnd that,
what ever it ultimately concludes about the validity of ny
contentions, its obligationis to its client and not to the
agents of that client. That client, the United States Governnent
in this instance, has no interest in deceiving a court or any of
t he bodies that mght investigate this matter. Any agents of the
client who attenpt to persuade Steptoe & Johnson to | ead any
entity to believe sonething that is not true concerning any of
these issues will be attenpting to persuade Steptoe & Johnson to
join a conspiracy to defraud that client.

Since the matters | raise in this letter involve broader
concerns of the firmof Steptoe & Johnson, | have taken the
liberty of copying the managi ng partner.

Si ncerely,
/sl Janmes P. Scanl an
James P. Scanl an
cc: David L. Roll, Esq.
Managi ng Partner
St ept oe & Johnson, L.L.P.

Larry D. Thonpson, Esq.
| ndependent Counsel

D anne J. Smth, Esq.
Associ at e | ndependent Counsel
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M chael A. Sullivan, Esq.
Associ at e | ndependent Counsel

Encl osur es



