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PROCEEDING

SECRETARY MILLER: Well, ladles and gentlemen, I’d 

like to start off by apologizing to some of you who were en

deavoring to question me this morning on the Hill, but it 

seemed like such a big crowd and such an inappropriate settin 

to try to give you proper attention and proper individual 

responses, that I thought it might be best if wc meet here, 

so that we won’t be interrupted by economic policy discus

sions and other matters.

I do not have a prepared statement, but I thought 

it might be helpful for you if I made a few 

know, the papers that were filed yesterday, 

and the consent order, were an outgrowth of

proceedings being considered for Chairman of the '•cderal

Reserve.

remarks. as you

the EEC comp 1 aintj

mv nomination

The SEC has taken almost two years on this inves

tigation. Meantime, the company, as you know, had a special 

committee of the Board of Directors that made a parallel in- 

query that went for over a year, and a report on that matter

was filed last July.

Several things about these inqueries, these papers, 

that I would just like to call to your attention. First, 

the SEC complaint is a list of allegations.only. They do not 

represent findings. They represent what would normally be 

put down in a lawsuit, a list of possible charges, and
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Textron arrived at a settlement with SEC on this matter,

without admitting or denying any one of those allegations.

So, I think we should keep this in the context that is appro

priate .

Neither Textron nor I could agree with every state

ment made in such a document, nor could we necessarily dis

agree with the statements.

The report, or the complaint, confirmed, it seems 

to me overwhelmingly, as well as the report to the special 

committee, that I was not personally involved in any way, 

directly or indirectly, with any illegal payments to govern

ment officials anyplace in the world. And even after two 

years of extensive inquiry, this is the fundamental outcome

of the issues that were involved.

Now, two things apparently have come in this report 

that seem to have been cast as if they were new items. I 

would suggest to you, for some reasons, that they are not 

new items, and one might even be surprised that they are

treated as new items.

The first has to do with expenses in connection 

with some of the defense businesses of Textron, providing 

meals and hospltality Tor Department -of -Defensepersonnels— -

Now, this matter is not new. In the Fall of 1975> 

Senator Proxmire, in his capacity as Vice Chairman of the

Joint Committee on Defense Production, wrote to a number of
NEAL R GROSS 
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defense contractors asking them for a series of schedules 

and information about various items, included among which 

was the expenses that were possibly incurred in connection 

with meals, hospitality, entertainment of government person- 

nel.
This was sent to a number of companies, Including 

Textron. At that time, 1 made a full inquery into our divi

sions, every division of Textron, and, based on the request 

from the Joint Committee, I responded in, as I recall, early 

March of ’76, giving the information requested.

The request had suggested that we itemize any ex

pense for government personnel that involved more than $100 j 

per guest. And this was to cover the period of 1971 through 

[ '75.
On the basis of our investigation at that time,

„e could find no expenditure of as much as $100. None has 

been found since, that I know of, and, so, our report to them 

was that, yes, we have provided meals and normal hospitality 

and courtesy over a number of year, to people who had visited 

our plants, who had business conferences and dealings with 

us and that, in no case, was there any entertainment that was! 

Inappropriate or the value of which could have influenced

, none involved more than $10C, and
anyone's actions, and that none invox

in a report that was made this information was incorporated in P
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public at that time, by this Joint Committee.
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So, this information dates back for many years.

Now, this did not come up - of course, Senator Proxmire 

was aware of all of this in 1978 when 1 was considered for 

nomination. He did not brine it up. He did not claim, in

1976, that any part of it was illegal. ,

The SEC complaint does not suggest that any o. it ,

was illegal. There was no fund. It was a matter of reimours- 

ing employees for meals that they paid for visitors at plants 

or visitors that they took to dinner, or at times when they 

were at business meetings and picked up the tab.

There was no special treatment other than that ail 

of these matters were segregated so that they would not be 

claimed, and they were not claimed, as costs cn governme.xt 

contracts. That is the reason they were accounted for 

differently.
It would have violated Department of Defense regu

lations for those items of expense to be claimed for govern

ment contracts. They were not claimed.

Now, the people on the other side who received this 

normal courtesy and hospitality are governed by regulations 

as to their conduct. And if you will look at the SLC com

plaint, you will see that there is no suggestion that Textron 

paying such expenses violated any regulation or any law.

There is a suggestion that those who received it 

might have been violating the conduct expected of them.
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However, the Department of Defense regulations are not abso

lute, and they allow for certain cases of such hospitality.

I cannot judge whether any person from the Department of 

Defense,-or otherwise, may have violated.their standards. of_ 

conduct during that period of time because 1 was not familiar

with any of these items.

I learned of this — 1 was generally aware of this 

situation before 1975, but I looked into it in detail for 

the first time, only in connection with the letter in 1975 

and, at that time, I found, as I say, that there were no 

exhorbitant items and no Indications of lavish entertainment

There were no off-site facilities, there were no 

hunting lodges, there were no special trips, there were none 

of those things. This was normal courtesy and hospitality,

I segregated so it could not be charged on any government 

contract.

Now, what happened in those days, in connection

with this SEC inquiry, this was re-examined. The SEC’s in 

formation and report on this, of course, was not available 

to me until yesterday, but when I was nominated to be Secre 

tary of the Treasury, a preliminary SEC renort was raaae

available-to Senator Proxmire and -Senator2*’®”?, str that the- 

Senate could determine the status of that inquiry in con

sidering me as a nominee fortne Secretary of the Treasury.

That report was not available to me in August. It
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did include the same information I have Just given yoa, the 

same information of the type that I have Just given you, and 

it was, therefore, up and discussed on the floor of tne 

Senate on August 2.

Senator Proxmire personally discussed the matter

of the $600,000. He indicated that is was for these kinds J
I

of expenses, and he inquired as to whether I nad any reason

to have been acting improperly.

I don’t know what the conclusions of any individual

senator may have been, but all except Senator Proxmire, with 

full knowledge of this situation, voted to confirm me. And '
!
i I can assure you that these were divisional level expendi- 

, tures of normal hospitality and convenience, which I did not

personally approve or was involved with and which I found, 

when I looked into it in 1976, did not involve any lavish

amounts.

So, we have an old inquiry, which apparently did 

not give rise to any charges by Senator Proxmire or anyone 

else, of improper handling. We have the recent one whicn
I

was discussed fully last August before I was confirmed. Anu 

so, it seems peculiarly out of context that they should 

suddenly be characterized in some new facet.

I hope we can be objective and correct in setting 

the record straight. I said there was a second matter in 

the complaint that should be brought to your attention. This
heal r gross
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I was not aware of as a part of the complaint either, until

yesterday when I read it.
It did say that when I was Chairman at tne 1976

and 1977 annual meetings of Textron, that I indicated that 

I was not aware of any illegal and improper payments through-

out the company. That is true.

I was not aware of any such payments. Through the

audit process, through my discussions with management, I 

believed I could reasonably rely upon the assurances given 

to me by senior people, that we had not had such payments in 

Textron.
It turns out that 1 was incorrect. This inquiry 

has discovered that there were, during those periods, some 

transactions that were hidden from me, that did in fact 

involve illegal — perhaps not illegal, but at least ques

tionable — improper payments. The legality, I don t know.

And I can only say that I deeply regret that such 

conduct has been entered into by any of my former associates 

or colleagues. I regret that I was incorrect in making this 

statement, and I have to take full responsibility for not 

being adequately informed to say otherwise.

In the couse of this investigation, the numbers 

that are involved, every item there is new to me — well, 

that's not quite true. 1 think the ones that were discussed

in the hearing were mostly covered again in this complaint.
NEAL R. GROSS

COURT RIFORTIRS AMD TRAMSCRIHRS
1330 VIRMOMT AVINUI. MW ,61.4445

WASMIMGTOM. D.C. 20005
(202) 234-4433Digitized for FRASER 

https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

-22-

23

- 24

25

So, those are Items that 1 cannot really add anythlne to

from the voluminous conversations we've had about those in 

the past.
So, that Is the situation, and it does not seem to 

me to bring up any new information, or any information that 

would change the basis on which I am here today.

QUESTION: Hr. Secretary, given the seriousness

of the charges and the fact that we are in an election year, 

have you thought about resigning, or has the President asked 

you to resign?

SECRETARY MILLER: In the first place, I do not 

intend to resign. In the second place, I've had no communica 

tion from anyone suggesting - from the President suggesting 

such a thing.
Finally, however, I would say that your openin0 

comment is incorrect. This is not a serious charge. These 

charges relate to matters that have been looked into in 

great detail previously, as I pointed out to you in some 

depth here.
There is nothing new. There is not a charge agains'; 

me at all. This is a document filed.. It's a complaint 

- against a--eorporation,- and the statement-in-the-sentenc 

saying that I knew that expenses were being paid for hos

pitality for government personnel hardly strikes me

serious charge, or a charge against me at all.
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It is a statement of a fact which, when examined, 

was discovered to involve the kinds of expenditures that 

were disclosed many years ago, and for which no one until 

the convenience of an election year, seemed to pay much at- 

tention to.
QUESTION: Mr. Secretary, reading from the complain^,

it states and I am quoting it, that you knew about these 

expenses and that no substantiation of these expenses was 

retained, and that Textron's entertainment expenses were 

recorded in the books in a manner designed to conceal that 

Textron was entertaining United States government personnel.

in other words, the issue is not that the money was paid, 

but the way Textron, with your knowledge, kept records.

SECRETARY MILLER: That's not quite correct. That 

not quite correct. In the first place, this is an allegation 

In the second place, that says that I had knowledge that the 

documentation — what were your words, exactly — I H get 

them — was retained.

When I looked into this, in 1975- 76 - it was 

the end of '75, I found that the procedure was not to retain 

full documentation. I think I even recited that in the lette 

that we did not have full documents, and could not have giver 

lames for small items of less than $100. But that does not 

suggest that on major expenses we did not have documentation

or it wasn't properly entered, or it wasn't properly
NEAL R. GROSS

COURT REPORTERS AMO TRANSCRIBERS 

1330 VERMONT AVBWf. NW 

WASHINGTON. O.C 20005
(301) 261-4445

(202) 234-4433
Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



11

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

segregated so it would not be charged. That was all done.

And the fact that documentation of names of people

who had lunches and what not was not retained was less

important because the items were not claimed as deductions,

as costs on government contracts.

It is true that when this was originally taking

place, I was not aware of the particular technique. It is

true that in 1975 or ’76, I did find that that was the pro

cedure .

QUESTION: Mr. Miller, do you agree that that

procedure of taking Defense Department personnel out to

lunch, or whatever, considering that they could have been

influenced to buy helicopter equipment or Textron equipment,

do you believe that, especially since the Defense Department

specifically tells their employees that is not supposed to

take place.

Do you think there is a moral question there as to

whether Textron should have been doing that, or do you think

it was perfectly all right?

SECRETARY MILLER: Well, I think you’ve formed the

question a little too sharply. Neither DOD, nor would I,

nor any company of which I was tne head, want to have their

employees subject to the kind of hospitality or gratuities

that would cause them to have their Judgment flavored, or

to aid, or to favor a particular contract.
NEAL R. GROSS 
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I think this is true whether you’re in government 

or in business. I have rules that I abide by in business 

that I wouldn't want my employees subject to lavisn enter

tainment by potential suppliers because it might .cause_them _ 

not to buy the best goods, at the best prices, on the best 

terms.

We all have the same kind of thing, out then we 

have the rule of reason. As you know, the government now 

allow gifts up to $25 or $100, I forget. The government has 

a rule about this. If the gift is up to $25, a memento, ad

vertising specialty - a pen with someone's name on it - 

that is considered not to be one that would influence some

one's decision, and this is giver, out at trade shows and 

around, and whatnot.

On the other hand, a jet airplane trip to Paris 

with all expenses paid for a week, would influence a decision 

So, I think you have to - and the DOD regulations - I don’t 

know the precise terminology, but they were reasonable regu

lations, and I think you will find that throughout the 

industry, in terms of convenience and courtesy, that many 

companies, most companies, did provide visitors with meals, 

-or did pick up tabs for dinners -where they--were not -lavisn 

or not unusual, but were part of business conferences or

sessions which would not be of a magnitude to influence the

leclslons of military personnel or Department of Defense
NEAL R. GROSS
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personnel.

I think the practice has to be questioned at all 

times. I think the tendency of the times now is to tighten 

up on those rules and be a little more arbitrary because 

there is the judgment question of when do you get to the 

point where it is too much that’s so hard. That’s what 

you’re struggling with now. Is there a dollar limit, and 

is the dollar limit the same for some people and different 

for others, or is the kind of entertainment different.

You will notice the complaint says mostl} meals.

This wasn’t exactly ''out-on-the-town’ kind of stuff,

as I read the complaint; mostly meals.

Now, they have done the research, I haven’t, but 

It sounds to me what I expected, that people visit plants, I

they come to visit, they come in teams and, really, sometimes 

for convenience and sometimes for hospitality, the^ are given

refreshments or meals.

QUESTION: Mr. Secretary, In the matter of the

$5 million in bribes. How could your professional bookkeep- 
.million

Ing department or accountants pay off $5/in bribes, and you

are running the company, and you didn’t find out about it?

SECRETARY MILLER: Well, let me say that the $5 
million

you must deduct the $3/where 1 disagree that there was any 

bribe, and this we’ve gone into for weeks and weeks and 
weeks, so we’re down to $2/” or*1 whatever it is, spread out ove

(202) 234*4433
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a long period of time, number one.

Number two, this is not one little operation, one

little office. This is 185 plants, 65,000 people, and this 

is a company that was audited each and every year by a large 

accounting firm whose Job it was to go through documents and

make sure such things could be discovered.

And you ask me why I couldn't find out about it -

it took, I can't tell how many, manyears of audit every year 

from a principal accounting firm, and they didn't discover 

it, so I hardly think that I would have discovered these 

items. They were deliberately obscured by the people wno

did them. They were hiding them.

Did you ever hear of an embezzlement in a banK?

Do you blame the bank president because the teller took the 

money out, and he didn't discover it? When he did discover 

it, he brings in the police and charges the teller with 

embezzlement. But you hardly say, "Why didn't you discover 

it?" If you say why didn't you discover embezzlement, then 

you'd never have any embezzlement because everyone would be 

discovered.

And the very fact that there is embezzlement mean

that people who hide things are able to hide them for a time 

sometimes they hide them forever but, hopefully, we catch

them most of the time.

QUESTION: To clarify what you said earlier, are

(202) 234-4433
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you Willing to rely on men that have been in the corporation 

for years, that your senior executives rely on them consls 

tently about corporate policy and bribery?

SECRETARY MILLER: The senior executives — I do 

not find any suggestion in the complaint that senior execu-

tives were involved in this.

I’m sorry. I do not find anything —

QUESTION: You said they were not transmitting

information to you.

SECRETARY MILLER: I'm sorry, that's not true.

On bribery, I do not find anything in the conplaint to sug

gest that a senior official of Textron was involved in any 

bribery case. How would he transmit to me what he didn't 

know?
QUESTION: When your own audit was made, they only

found_$865,000 in payments.

SECRETARY MILLER: All of the dollars were the

same. The question was, whether they agreed with the SEC,

□r don't agree. This is an allegation.

QUESTION: But it’s an allegation your company

conceded to.
SECRETARY MILLER: No, it is not. I m sorry.__ I__

don’tkno7if you believe in the constitutional principle 

of this country or not, but because someone claims something

and you settle it, doesn't mean that you agree that it is
NEAL R. GROSS
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correct. And Textron, specifically in settling this, would 

not admit that any of this was correct, or deny any of it, 

but settle it. And it settled it, it said — I don’t know

why __ to avoid protracted litigation, and the settlement

is simply that we will be sure and take steps to see that 

this does not recur.

Now, I’m sorry, but you’re skeptical. You show 

me in here where any senior official of Textron was involved

in any bribery, and you won’t find it.

QUESTION: This goes back to your earlier state

ment, sir, about you did not know there had been any policy 

to make foreign bribes.

SECRETARY MILLER: It was not a policy to make

foreign bribes.

QUESTION: Did your company make foreign bribes?

SECRETARY MILLER: The SEC claims, in a number of

case, that employees of the company were Involved, not 

senior officers.

QUESTION: And why did you not know about it? 

SECRETARY MILLER: For the reason I just said.

They obscured the fact that they were doing it. They wanted 

to make sales. They wanted to advance their careers by mak

ing sales. They did it, I gather, and it was not discovered 

in the audit.

(202) 234-4433
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Textron, the corporate headquarters, not with Textron ,Bell, 

the company.

SECRETARY MILLER: I’m sorry, that's not true. 

Textron/Bell is Bell Helicopter Division of Textron, by 

definition. Whenever you see Textron/Bell, that s not the 

corporation.

QUESTION: It deals with the Textron corporate

entitities.

In the case, you were asked to report back. You 

had a month between January 24 and February 28. And the 

SEC said what Textron did and the bank committee was false 

and misleading, and in the case of Khatami's leadership, 

and you were given a month there, and you denied knowledge

when you came back to the Senate.

And, again, we see from the SEC that there were 

payments there, too.

The question is, what did you do during that

month?

SECRETARY MILLER: Let's get something straight. 

Are you going to accept these as facts, or as allegations? 

You say we find this to be true. Now, I'm sorry, we cannot 

start a discussion on that basis. These are allegations. 

They are not facts. They are not true. They are allega-

tions.

Let’s

(202) 234-4433

first get our terminology
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going to get up and say, "How come you didn’t know this to 

be a fact", it is not statedhere as a finding or a fact, but 

an allegation.

Now, let me take it one at a time. I came back 

and said, "I did not" — as I said at the time, on January 

24 and I said on February 28 that I had not known of that 

transaction. On February 25 I reported to the committee what 

I had learned from the company, and I said at that time, and 

I repeat now on the basis of what I then knew, it appealed 

to be a very questionable transaction and it should be looked 

into to find out what the real facts were.

I had no personal time nor did I have a responsi

bility at thatpoint, to pursue something that I had not 

been involved in, but I did suggest that it needed inquiry.

QUESTION: As chief executive officer —

SECRETARY MILLER: If I had stayed with the

company, it would have been my responsibility. I had re

signed. I had resigned that day. So, my question at tnat 

point — and it was pursued by a committee of the Textron 

Board of Directors to conclusion. And the finding was that 

it was a bad transaction. It was a violation of the company 

rules. It involved diversion of funds, and should not have 

- been allowed to happen. " That was what the committee found.

And the point you ask is, why didn’t I know in

X-days that Information — because the people who were
NEAL R. GROSS
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involved init tried to keep It to themselves, and the 

committee had to dig it out. And they did dig it out.

The second question you asked was about Khatami. 

This complaint says that all those who were involved in 

negotiating with Air Taxi do not admit that they knew any

thing about Khatami’s ownership. I knew nothing about Khatami

ana I did not know of it at the time.

And to suggest at this late date, after that has 

been gone into in great depth — there is clearly nothing

in here to suggest that I knew anything about it at all 

to say that because the SEC concludes that he may have had 

an interest is relevant at this point, I just don’t see 

what it’s relevance is.

QUESTION: Secretary Miller, returning to one of

the earlier points, do you acknowledge the Securities and 

Exchange Commission charge as being correct, that you knew 

that Textron had improperly used $600,000 to entertain 

Defense Department officials?

■
II

SECRETARY MILLER: I don’t find that in here.

QUESTION: Paragraph 35.

SECRETARY MILLER: It says incurred by Textron,

1971 to July 1978 as part of marketing efforts of two Textron 

divisions, in entertaining employees of the United States 

Department of Defense generally consists of provision of 

meals.
NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS 

1330 VERMONT AVENUE. NW 

WASHINGTON. D.C 20005(202) 234-4433
(301) 261-4445

y ,f
Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



19

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18\

19

20

21

22

23

24

25

I don’t see anything that says that paying expenses

for meals was Improper.
I

QUESTION: It says that senior Textron officials

and its chairman knew of this practice.

SECRETARY MILLER: I know that divisions of Textron

pays for meals and entertainment of customers in all kinds 

of divisions, in all kinds of businesses, and that doesn’t 

make it improper, that’s the distinction I’m making.

There is nothing in here to suggest that the pay

ment itself was improper.

QUESTION: To the extent -- leaving the improper

part aside but simply to clarify that point — did you have 

knowledge of payments for such purposes to the amount Ox
i

$600,000, as is alleged?

SECRETARY MILLER: I had only general knowledge 

that there were such matters, at the time. I did not know 

the number at the time we had this nomination. The numbers 

had been disclosed later. I do not know whether this number 

is correct today. I have no personal basis of the numoer 

other than what has been told to me since then, and schedules

have been shown to me, and whatnot.

QUESTION: The issue is not that they were making

payments, but whether they were properly or improperly re

corded. Can you address that?

SECRETARY MILLER: I cannot address it because I’m

(201) 224-4433
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not — it's a legal question — $600,000 over ten-years, or 

eight years. Is that a material amount? Is there something 

about it — that's why I say these are allegations.

If you dug into it, you might — the company might 

challenge that one and it might prevail because one could 

argue that such amounts of money, disclose to Congress, 

disclose to the Joint Committee in 1976, thatsuch expendi

tures existed, well known to the Department of Defense, 

well known to government agencies involved, whether it was 

some — there was some requirement of further disclosure,

I don't know. I Just couldn't answer that.

QUESTION: Were you aware of the allegation in the

last sentence of that paragraph, Textron's entertainment 

expenses were recorded in the books in a manner designee 

to conceal that Textron was entertaining U.S. government 

personnel?

SECRETARY MILLER: No, I would not say that that 

would clearly characterize what I knew at the time. I knew 

that the items were segregated so that they could ce iden

tified and not charged on government contracts. I did not 

the degree of recordkeeping, as I told you, untix I w^s

asked to look into it in 1975-

QUESTION: As the head of a major defense contract

ing company, weren’t you aware that there were extremely

specific Department of Defense regulations prohibiting
NEAL R. GROSS
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anyone working for the Department of Defense to accept any 

gratuity which, by definition, includes meals, from anybody 

doing business with or seeking business with

SECRETARY MILLER: That’s not true.

QUESTION: That is true.

SECRETARY MILLER: I’m sorry. You’re making the 

statement. You're asking the question. The question is —

I do not believe that to be true today, 1 do not believe it 

was true then.

It is true that there are regulations prescribing 

under what conditions meals and gratuities may be accepted. 

You said they could never be accepted. That is not true. 

The regulations provide for exceptions of ceremonies, for

— I’m sorry —

QUESTION: Were all $600,000 —

SECRETARY MILLER: No, I’m sorry. Keep the ques- 

tion within your own question. First, you want to know about , 

the regulations. Second, I do not know of any charge against,
I

any Individual in Department of Defense as violating tne 

rules. Therefore, I have to assume the Department of 

Defense enforces their rules.
you

And if the rule is that/are employed by the Depart-
4

ment of Defense and you are not to accept that, if 3rou do, 

is you who violated the rule and you who must be charged.

And I find no one has been charged.
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NOW, how is it that I, on the other side of the 

transaction, am at fault when nobody who received such a 

courtesy has ever been charged for having violated this 

regulation.
QUESTION: You've already admitted you did because

you didn't keep the records.

SECRETARY MILLER: I'm sorry. The records - 

QUESTION: Where did the records come from if you

don't keep records of people you entertain?

SECRETARY MILLER: Everybody who goes to work

at the Plant, they know who their names are. I mean, you're 

Just - I think you have this thing completely out of con

text because, in the terms of the regulation, it applies 

to Department of Defense personnel. It does not apply to a 

company.
QUESTION: Mr. Miller, a minute ago you suggested

to me there was a question as to how far can you go.

In 1976, I believe you said you told Senator Prox-

mire that there was a practice of meals. Obviously, in 1976 

then, you were aware that there was a practice.

Now, if there was a question in your mind as to 

maybe you shouldn't give them any meals because there io 

always a question, why did you allow it to go on for tne 

next two years. The $600,000 goes over the full eight-year

period, not Just for '76.
NEAL R. GROSS
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SECRETARY MILLER, The lnfon»tl»n I »»«. »”a 1 

„o not L.v. » •». *• 1 ‘

. the Department of Defensfe
attention to strictly complying .................... J

regulations. I don't know, but I understand, as I le . ,

that the amounts dropped off dramatically, and became tero 

W 1978.
tr> what vou asked, that s wn So, in response to what yo
,"Now wait a minute. x did. I wrote to them and said Now,

and be sure that there is no" and the res
Tighten up, and be
is, they tapered off and disappeared.

QUESTION: Could you get us a copy of t .

SECRETARY HILLER: I don’t have it. •

QUESTION: Could you ask tne Textron

U I i-hink you’d better do it. SECRETARY HILLER: No, I tnink y

I-ve just got other things to do. , I
in thev mind releasing it to us. QUESTION: Would they minu

„ -.tttpr- I wouldn't want to put the SECRETARY MILLER. 1
company on the spot. It's not for me to co that.

question: Mr. Secretary, how carefully die you

. ... taking bribes, when you were 
spell out the policy against tak- E

.head of_Textron?---------------------------------------------------------------------- —
SECRETARY MILLER: I spelled it out very exp C

in many ways and in many
QUESTION: Did everybody in the company know that
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SECRETARY MILLER: Well, they knew,

have known. Secretary, according to the SEC
QUESTION: Mr. Secreta y,

4. screed to the executivesTextron agreeu
filing yesterday, Christmas.

filed yesterday, two days of what was flieu y
a nerlod of more than 

you were with Textron for a Pe
lav's revelations come to you as a ‘

20 years. Did yesterday s

surprise? ^4^9
secrete »«, »h,t .»s
Q0ESTW»: Textron aSr.ed „ » all of thl.

SECRETARY MILLER: I don’t know w a

t know this was yesterday, 
x. As far as I know, uu

talking about. as
-m. and Textron agreed to tni

QUESTION: The S~v
, „ T«n wondering H .Phased yesterday. 1 n_ ?7 it was releases j

, it between those two points in tin>e
you knew anything abou Textron was

SECRETARY MILLER: No. I knew that

the SEC Your first statement is, again, 
negotiating with the SEC.

x._ this document. -i-v . Textron did not agree to thl
incorrect. Textron

j - nnt admit or deny the all b . -ii That it does not aawivspecifically said that iv. 

tions.
QUESTION: They agreed to the filing.

mtttfr- They had no choice. The StC 
SECRETARY MILLER. 1 Y

t anvtime it wants. I ®ean, 1 don't 
can file a document any

eott.le thetron agreed to was to settle the 
™>«,t,nd - •»« ‘7G,OSS
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complaint. It did not agree to the filing of the complaint. 

The SEC filed the complaint. They agreed to the settlement, 

and it did not admit or deny any of the allegations.

QUESTION: Mr. Secretary, could I ask, you had

have said, sir, that the $600,000 expenses were kept In 

segregated accounts so that they would go as a cost o*

contract, a Defense contract.

Could you tell wef’e these things deducted by

Textron for tax purposes?

SECRETARY MILLER: No, they were not.

QUESTION: Right at the beginning of your statement^
|

you mentioned something about this coming out in an election 

year.

SECRETARY MILLER: No, the gentleman here asked

that.

QUESTION: Well, the election year phrase was

used. Do you believe that politics, or election year, or 

anything else, has anything to do with the timing of this
I

or the way the charges are phrased, or anything else?
I

SECRETARY MILLER: I’m sure not. I'm sure it has 

taken this long, and this much energy has been put in this 

because of your great interest and enthusiasm for this inquiry 

so you want to be sure that you have something interesting 

to print this week, and the SEC was fearful, I’m sure, that

it might overlook something so, instead of spending two or
NEAL R. GROSS
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three months, it spent two years. And I think the bis news 

in here is that after two years, it confirms over- 

whelmingly that I was not involvea in any .way, in any bribery 

or illegal payments. And I'm afraid that I have to run

(Whereupon, at 2:05 p.nu, the press conference 

with Secretary Miller was concluded.)
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SECRETARY MILLER: Well, ladles and gentlemen, I’d 

like to start off by apologizing to some of you who were en

deavoring to question me this morning on the Hill, but it 

seemed like such a crowd and such an inappropriate settin

to try to give you proper attention and proper individual 

responses, that I thought it might be best if wc meet here, 

so that we won’t be interrupted by economic policy discus

sions and other matters.

I do not have a prepared statement, but I thought 

it might be helpful for you if I made a few remarks. As you
I

know, the papers that were filed yesterday, tne ar.C complaintj 

and the consent order, were an outgrowth of my no...j.nat-.on 

proceedings being considered for Chairman of the federal

Reserve.

The SEC has taken almost two years on this inves

tigation. Meantime, the company, as you know, had a special 

committee of the Board of Directors that made a parallel in

query that went for over a year, and a report on tnat matter 

was filed last July.

Several things about these inqueries, these papers 

that I would just like to call to your attention. ?irst, 

the SEC complaint is a list of allegations.only. They do no 

represent findings. They represent what would normally be 

put down in a lawsuit, a list of possible charges, and

(202) 234*4433 (301, 261*4445
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Textron arrived at a settlement with SEC on this matter, 

without admitting or denying any one of those allegations.

So, I think we should keep this in the context that is appro

priate.__ ____  __  ______

Neither Textron nor I could agree with every state

ment made in such a document, nor could we necessarily dis

agree with the statements.

The report, or the complaint, confirmed, it seems

to me overwhelmingly, as well as the report to the special

committee, that I was not personally involved in any way,

directly or indirectly, with any illegal payments to govern

ment officials anyplace in the world. And even after two

years of extensive inquiry, this is the fundamental outcome

of the issues that were involved.

Now, two things apparently have come in this report

that seem to have been cast as if they were new items. 1

would suggest to you, for some reasons, that they are not

new items, and one might even be surprised that they are

treated as new items.

The first has to do with expenses in connection

with some of the defense businesses of Textron, providing 

meals__and hospl tali ty for Department -of -Defense pers^urmeD.-----

Now, this matter is not new. In the Fall of 1975, 

Senator Proxmire, in his capacity as Vice Chairman of the

Joint Committee on Defense Production, wrote to a number of
NEAL R. GROSS
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defense contractors asking them for a series of schedules 

and information about various items, included among which 

was the expenses that were possibly Incurred in connection 

with meals, hospitality, entertainment of government person-

nel.
This was sent to a number of companies, including 

rextron. At that time, 1 made a full inquery into our divi

sions, every division of Textron, and, based on the request 

from the Joint Committee, I responded in, as I recall, early 

March of '76, giving the information requested.

The request had suggested that we itemize any ex

pense for government personnel that Involved more than $100 

per guest. And this was to cover the period of 1971 through 

’75.
On the basis of our investigation at that time, 

we could find no expenditure of as much as $100. None has 

jeen found since, that I know of, and, so, our report to them 

was that, yes, we have provided meals and normal hospitality 

and courtesy over a number of year, to people wno naa visited 

our plants, who had business conferences and dealings with

us and that, in no case, was there any entertainment 

inappropriate or the value of which could have influenced 

anyone's actions, and that none Involved more than $100, and 

this information was Incorporated in a report that was made

public at that time, by this Joint Committee.
NEAL R. GROSS
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So, this information dates back for many years.

Now, this did not come up — of course, Senator Proxmire 

was aware of all of this in 1978 when 1 was considered for 

nomination. He did not bring; it up. He did not claim, in

1976, that any part of it was illegal.

The SEC complaint does not suggest that any o* it 

was illegal. There was no fund. It was a matter of reimburs

ing employees for meals that they paid for visitors at plants, 

or visitors that they took to dinner, or at times when they 

were at business meetings and picked up the tab.

There was no special treatment other than that axl I 

of these matters were segregated so that they would not be j 

claimed, and they were not claimed, as costs on government 

contracts. That is the reason they were accounted lor 

differently.

It would have violated Department of Defense regu

lations for those items of expense to be claimed for govern

ment contracts. They were not claimed.

Now, the people on the other side who received thi: 

normal courtesy and hospitality are governed by regulations 

as to their conduct. And if you will look at the SEC com

plaint, you will see that there is no suggestion that Textro 

paying such expenses violated any regulation or any law.

There is a suggestion that those who received it 

might have been violating the conduct expected of them.

heal r. gross
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However, the Department of Defense regulations are not abso

lute, and they allow for certain cases of such hospitality.

I cannot Judge whether any person from the Department of 

Defense, or otherwise, may have violated their standards of 

conduct during that period of time because I was not familiar 

with any of these items.
I learned of this — I was generally aware of thi 

situation before 1975, but I looked into it in detail for 

the first time, only in connection with the letter in 1975 

and, at that time, I found, as I say, that there were no 

exhorbitant items and no indications of lavish entertainment.

There were no off-site facilities, there were no 

hunting lodges, there were no special trips, there were none 

of those things. This was normal courtesy and hospitality, 

segregated so it could not be charged on any government 

contract.
Now, what happened in those days, in connection 

with this SEC inquiry, this was re-examined. The SEC's in

formation and report on this, of course, was not available 

to me until yesterday, but when I was nominated to be Secre

tary of the Treasury, a preliminary SEC renort. was made

"tlvaTIable-to Senator Proxmire and Senator 7x>ng, so chat the* 

Senate could determine the status of that inquiry in con 

sidering me as a nominee forthe Secretary of the Treasury

That report was not available to me in August. It
NEAL R. GROSS
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same Information of the type that I have Just given you, and 

It was, therefore, up and discussed on the floor of tne 

Senate on August 2.

Senator Proxmire personally discussed the matter
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of the $600,000. He indicated that is was for these kinds 

of expenses, and he Inquired as to whether I had any reason

to have been acting improperly.

I don't know what the conclusions of any individual

senator may have been, but all except Senator Proxmire, with 

full knowledge of this situation, voted to confirm ne. Ana 

I can assure you that these were divisional level expendi

tures of normal hospitality and convenience, which I did not 

personally approve or was involved with and which I found, 

when I looked into it in 1976, did not involve any lavish 

amounts.
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So, we have an old inquiry, which apparently did 

not give rise to any charges by Senator Proxmire or anyone 

else, of improper handling. We have the recent one whicn 

was discussed fully last August before I was confirmed. Anu • 

so, it seems peculiarly out of context that they should 

suddenly be characterized in some new facet.

I hope we can be objective and correct in setting 

the record straight. I said there was a second matter in

the complaint that should be brought to your attention. This
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I was not aware of as a part of the complaint either, until

yesterday when I read it.

It did say that when I was Chairman at the 1976

and 1977. annual meetings of Textron, that I indicated that 

I was not aware of any illegal and improper payments through-

out the company. That is true.

I was not aware of any such payments. Tnrough tne

audit process, through my discussions with management, I 

believed I could reasonably rely upon the assurances given 

to me by senior people, that we had not had such payments in 

Textron.

It turns out that 1 was incorrect. This inquiry 

has discovered that there were, during those perioas, some 

transactions that were hidden from me, that did in fact 

involve illegal — perhaps not illegal, but at least ques

tionable — improper payments. The legality, I don t know.

And I can only say that I deeply regret that such 

conduct has been entered into by any of my former associates 

or colleagues. I regret that I was incorrect in making this 

statement, and I have to take full responsibility tor not 

being adequately informed to say otherwise.

In the couse of this investigation, the numbers 

that are involved, every item there is new to me — well, 

that's not quite true. I think the ones that were discussed

in the hearing were mostly covered again in this complaint.
heal r. cross
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So, those are items that I cannot really add anything to 

from the voluminous conversations we've had about those in 

the past.
----------------  SO, that is-the situation, and-it does not seem_ to

me to bring up any new information, or any information that 

would change the basis on which I am here today.

QUESTION: Mr. Secretary, given the seriousness

of the charges and the fact that we are in an election year, 

have you thought about resigning, or has the President asked 

you to resign?

SECRETARY MILLER: In the first place, I do not 

intend to resign. In the second place, I've had no communica 

tion from anyone suggesting - from the President suggesting 

such a thing.
Finally, however, I would say that your opening 

comment is incorrect. This is not a serious charge. These 

charges relate to matters that have been looked into in 

great detail previously, as I pointed out to you in some 

depth here.
There is nothing new. There is not a charge agalns 

me at all. This Is a document filed.. It's a complaint

t a—corporation,- ana the statement in the sentence 

saying that I knew that expenses were being paid for hos

pitality for government personnel hardly strikes me as a

serious charge, or a charge against me at all.
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It is a statement of a fact which, when examined, 

was discovered to involve the kinds of expenditures that 

were disclosed many years ago, and for which no one until 

the convenience of an election year, seemed to pay much at 

tention to.
QUESTION: Mr. Secretary, reading from the compl

it states and I am quoting it, that you knew about these 

expenses and that no substantiation of these expenses was 

retained, and that Textron's entertainment expenses were 

recorded in the books in a manner designed to conceal tnat 

Textron was entertaining United States government personnel.

In other words, the issue is not that the money was paid, 

but the way Textron, with your knowledge, kept records.

SECRETARY HILLER: That's not quite correct. That B

-r niflpp this is an allegationnot quite correct. In the first p »
In the second place, that says that I had knowledge that the 

documentation — what were your words, exactly — I’ll get 

them — was retained.
When I looked into this, in 1975- 75 it 

the end of '75, I found that the procedure was not to retain j 

full documentation. I think I even recited that in the lette.. 

that we did not have full documents, and could not have given 

names for small items of less than $100. But that does not

suggest that on major expenses we did not have documentation,

or it wasn't properly entered, or it wasn't properly

NEAL R. GROSS
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segregated so it would not be charged. That was all done.

And the fact that documentation of names of people

who had lunches and what not was not retained was less 

important because the items were not claimed as deductions, 

as costs on government contracts.

It is true that when this was originally taking 

place, I was not aware of the particular technique. It is 

true that in 1975 or ’76, I did find that that was the pro

cedure .

QUESTION: Mr. Miller, do you agree that that

procedure of taking Defense Department personnel out to 

lunch, or whatever, considering that they could have been 

influenced to buy helicopter equipment or Textron equipment, 

do you believe that, especially since the Defense Department 

specifically tells their employees that is not supposed to

take place.

Do you think there is a moral question there as to 

whether Textron should have been doing that, or do you think 

it was perfectly all right?

SECRETARY MILLER: Well, I think you’ve formed the 

question a little too sharply. Neither DOD, nor would I, 

nor any company of which I was tne head, want to have their 

employees subject to the kind of hospitality or gratuities 

that would cause them to have their judgment flavored, or

to aid, or to favor a particular contract.
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COURT REPORTERS ANO TRANSCRIBERS 

1330 VERMONT AVENUE. NW 

WASHINGTON. D.C 20005(202) 234*4433 (301) 261*4445

Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



11

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

ie

r

ii

i

2

2

"2

2

r

<

I think this is true whether you’re in government 

or in business. I have rules that I abide by in business 

that I wouldn't want my employees subject to lavish enter

tainment by potential suppliers because it might cause them 

not to buy the best goods, at the best prices, on the best

terms.

We all have the same kind of thing. But then we 

have the rule of reason. As you know, the government now 

allow gifts up to $25 or $100, I forget. The government has 

a rule about this. If the gift is up to $25, a momento, aa- , 

vertising specialty — a pen with someone’s name on it — 

that is considered not to be one that would influence some

one's decision, and this is given cut at trade shows and

around, and whatnot.

On the other hand, a Jet airplane trip to Paris 

with all expenses paid for a week, would influence a decision 

So, I think you have to - and the DOD regulations - I don't 

know the precise terminology, but they were reasonable regu

lations, and I think you will find that throughout the 

industry, in terms of convenience and courtesy, that many

companies, most companies, did provide visitors with meals, 

-Or did piclr up tabs Terr dinners--where -they-were -nob-lavish— 

or not unusual, but were part of business conferences or 

sessions which would not be of a magnitude to Influence the

leclslons of military personnel or Department of Defense
NEAL R. GROSS
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personnel.

I think the practice has to be questioned at all 

times. I think the tendency of the times now is to tighten 

up on those rules and be a little more arbitrary because 

there is the judgment question of when do you get to the 

point where it is too much that’s so hard. That’s what 

you’re struggling with now. Is there a dollar limit, and 

is the dollar limit the same for some people and different 

for others, or is the kind of entertainment different.
You will notice the complaint says mostly meals. j

I

This wasn’t exactly ’'out-on-the-town1' kind of stuff, 

as I read the complaint; mostly meals.

Now, they have done the research, I haven’t, but 

it sounds to me what I expected, that people visit plants, 

they come to visit, they come in teams and, really, sometimes 

for convenience and sometimes for hospitality, they are given

refreshments or meals.

QUESTION: Mr. Secretary, In the matter of the

$5 million in bribes. How could your professional bookkeep-
million

ing department or accountants pay off $5/in bribes, and you

are running the company, and you didn’t find out about It?

SECRETARY MILLER: Well, let me say that the $5 mxl 
million

you must deduct the $3/where I disagree that there was any

bribe, and this we’ve gone Into for weeks and weeks and
, million , .

weeks, so we’re down to $2/ or whatever it is, spread out ove

(202) 234*4433
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a long period of time, number one.

Number two, this Is not one little operation, one

little office. This is 185 Plants, 65,000 people, and this 

is a company that was audited each and every year by a large 

accounting firm whose Job it was to go through documents and

make sure such things could be discovered.

And you ask me why I couldn't find out about it -

it took, I can't tell how many, manyears of audit every year 

from a principal accounting firm, and they didn't discover 

it, so I hardly think that I would have discovered these 

items. They were deliberately obscured by the people wno

did them. They were hiding them.

Did you ever hear of an embezzlement in a bank.

I Do you blame the bank president because the teller took the 

money out, and he didn't discover it? When he did discover

I it, he brings in the police and charges the teller with 

embezzlement. But you hardly say, "Why didn't you discover 

it?" If you say why didn't you discover embezzlement, then 

you'd never have any embezzlement because everyone would be 

discovered.

And the very fact that there is embezzlement means

that people who hide things are able to hide them for a time 

sometimes they hide them forever but, hopefully, we catch 

them.most of the time.

QUESTION: To clarify what you said earlier, are
NEAL R. GROSS
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you willing to rely on men that have been in the corporation 

for years, that your senior executives rely on them consis

tently about corporate policy and bribery?

SECRETARY MILLER: The senior executives — 1 do

not find any suggestion in the complaint that senior execu-

tives were involved in this.

I ’in sorry • 1 do not find anything. —

QUESTION: You said they were not transmitting

information to you.

SECRETARY MILLER: I’m sorry, that’s not true.

On bribery, I do not find anything in the conplaint to sug

gest that a senior official of Textron was involved in any 

bribery case. How would he transmit to me what he didn't 

know?

QUESTION: When your own audit was made, they only

found_$865,000 in payments.

SECRETARY MILLER: All of the dollars were the

same. The question was, whether they agreed with the SEC, 

or don’t agree. This is an allegation.

QUESTION: But it’s an allegation your company

conceded to.

SECRETARY MILLER: No, it is not. I'm sorry. I
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don't know if you believe in the constitutional principle 

of this country or not, but because someone claims something

and you settle it, doesn't mean that you agree that it is
NEAL R. GROSS
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correct. And Textron, specifically in settling this, would 

not admit that any of this was correct, or deny any of it, 

but settle it. And it settled it, it said — I don’t know

Why __ to avoid protracted litigation, and the settlement

is simply that we will be sure and take steps to see that 

this does not recur.

Now, I’m sorry, but you’re skeptical. You show 

me in here where any senior official of Textron was involved

in any bribery, and you won’t find it.

QUESTION: This goes back to your earlier state

ment, sir, about you did not know there had been any policy 

to make foreign bribes.

SECRETARY MILLER: It was not a policy to make

foreign bribes.

QUESTION: Did your company make loreign briDes?

SECRETARY MILLER: The SEC claims, in a number of

case, that employees of the company were involved, not 

senior officers.

QUESTION: And why did you not know aoout it?

SECRETARY MILLER: For the reason I Just said.

They obscured the fact that they were doing it. They wanted 

to make sales. They wanted to advance their careers by mak

ing sales. They did it, I gather, and it was not discovered 

in the audit.

(202) 234 4433

QUESTION: In the SEC complaint it deals with
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Textron, the corporate headquarters, not with Textron ,Bell, 

the company.

SECRETARY MILLER: I’m sorry, that’s not true. 

Textron/Bell is Bell Helicopter Division of Textron, by 

definition. Whenever you see Textron/Bell, that s not the 

corporation.

QUESTION: It deals with the Textron corporate

entitities.

In the case, you were asked to report back. You 

had a month between January 24 and February 28. And the 

SEC said what Textron did and the bank committee was false 

and misleading, and in the case of Khatami's leadership, 

and you were given a month there, and you denied knowledge

when you came back to the Senate.

And, again, we see from the SEC that there were 

payments there, too.

The question is, what did you do during that

month?

SECRETARY MILLER: Let’s get something straight. 

Are you going to accept these as facts, or as allegations? 

You say we find this to be true. Now, I'm sorry, we cannot 

start a discussion on that basis. These are allegations. 

They are not facts. They are not true. They are allega-

sions.

Let’s

(303) 334-4433

first get our terminology right.
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going to get up and say, ’’How come you didn’t know this to 

be a fact”, it is not statedhere as a finding or a fact, but 

an allegation.

Now, let me take it one at a time. I came back 

and said, "I did not” — as I said at the time, on January 

2b and I said on February 28 that I had not known of that

transaction. On February 28 I reported to the committee what

I had learned from the company, and I said at that time, and

I repeat now on the basis of what I then knew, it appeared

to be a very questionable transaction and it should be looked

into to find out what the real facts were.

I had no personal time nor did I have a responsi

bility at thatpoint, to pursue something that I had not 

been involved in, but I did suggest that it needed inquiry.

QUESTION: As chief executive officer —

SECRETARY MILLER: If I had stayed with the

company, it would have been my responsibility. I had re

signed. I had resigned that day. So, my question at that

point — and it was pursued by a committee of the Textron

Board of Directors to conclusion. And the finding was that

it was a bad transaction. It was a violation of the company

rules. It involved diversion of funds, and should not have

beerral lowed to happen!That was what the committee found.

And the point you ask is, why didn’t I know in

X-days that information — because the people who were
NEAL R. GROSS

COURT REPORTERS AHD TRANSCRIBERS 
1330 VERMONT AVENUE. NW

(202) 234-4433 WASHINGTON. D.C 20005 (301) 261-4445

---—
Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



1

2

3

4

5 il
6 '

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

18

involved in it tried to keep it to themselves, and the 

committee had to dig it out. And they did dig it out.

The second question you asked was about Khatami. 

This complaint says that all those who were involved in 

negotiating with Air Taxi do not admit that they knew any

thing about Khatami’s ownership. I knew nothing about Khatami

and I did not know of it at the time.

And to suggest at this late date, after that has 

been gone into in great depth — there is clearly nothing 

in here to suggest that I knew anything about it at all — 

to say that because the SEC concludes that he may have had 

an interest is relevant at this point, I just don’t see 

what it’s relevance is.

QUESTION: Secretary Miller, returning to one of

the earlier points, do you acknowledge the Securities and 

Exchange Commission charge as being correct, that you knew 

that Textron had Improperly used $600,000 to entertain 

Defense Department officials?

SECRETARY MILLER: I don’t find that in here.

QUESTION: Paragraph 35.

SECRETARY MILLER: It says incurred by Textron,

1971 to July 1978 as part of marketing efforts of two Textron 

entertaining employees of the United States 

Defense generally consists of provision of

NEAL R. GROSS
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1 I don’t see anything that says that paying expenses

2 for meals was improper.

3
QUESTION: It says that senior Textron officials

F 4 and its chairman knew of this practice.**

5 1
SECRETARY MILLER: I know that divisions of Textron

6
pays for meals and entertainment of customers in all kinds

7
of divisions, in all kinds of businesses, and that doesn't

8 make it improper, that's the distinction I'm making.

9 There is nothing in here to suggest that the pay-

10 ment itself was improper.

11 QUESTION: To the extent — leaving the improper

12
1 part aside but simply to clarify that point - did you have

13 knowledge of payments for such purposes to the amount of

14 $600,000, as is alleged?

15 SECRETARY MILLER: I had only general knowledge

16
I that there were such matters, at the time. I dxd not know

17 the number at the time we had this nomination. The numbers

18 i had been disclosed later. I do not know whether this number

19 is correct today. I have no personal basis of the numoer

20 1 other than what has been told to me since then, and schedules

21 I have been shown to me, and whatnot.

22 QUESTION: The issue is not that they were making

i payments, but whether they were properly or improperly re

24 corded. Can you address that?

25 SECRETARY MILLER: I cannot address it because I’m
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not __ it's a legal question — $600,000 over ten-years, or

eight years. Is that a material amount? Is there sometning 

about it — that's why I say these are allegations.

If you dug into it, you might — the company raignt 

challenge that one and it might prevail because one could 

argue that such amounts of money, disclose to Congress, 

disclose to the Joint Committee in 1976, thatsuch expendi

tures existed, well known to the Department of Defense, 

well known to government agencies involved, whether it was

some __ there was some requirement of further disclosure,

I don't know. I just couldn't answer that.

QUESTION: Were you aware of the allegation in the 

last sentence of that paragraph, Textron's entertainment 

expenses were recorded in the books in a manner aesigneo 

to conceal that Textron was entertaining U.S. government 

personnel?

SECRETARY MILLER: No, I would not say that that 

would clearly characterize what I knew at the time. I knew 

that the items were segregated so that they could be iden

tified and not charged on government contracts. I did not ki

| the degree of recordkeeping, as I told you, until I was

asked to look into it in 1975. __________________________________

QUESTION: As the head of a major defense contract

ing company, weren’t you aware that there were extremely

specific Department of Defense regulations prohibiting
HEAL R. GROSS
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anyone working for the Department of Defense to accept any 

gratuity which, by definition, Includes meals, from anybody 

doing business with or seeking business with —

SECRETARY MILLER: That’s not true.

QUESTION: That Is true.

SECRETARY MILLER: I'm sorry. You're making the 

statement. You're asking the question. The question is - 

I do not believe that to be true today, I do not believe it 

was true then.

It Is true that there are regulations prescribing 

under what conditions meals and gratuities may be accepted.

You said they could never be accepted. That is not true.

The regulations provide for exceptions of ceremonies, for 

— I’m sorry —

QUESTION: Were all $600,000 —

SECRETARY MILLER: No, I’m sorry. Keep the ques- 

tion within your own question. First, you want to know about , 

the regulations. Second, I do not know of any charge against,
I

any individual in Department of Defense as violating tne j

rules. Therefore, I have to assume the Department cf
II

Defense enforces their rules.
you

And if the rule is that/are employed by the Depart 
A

ment of Defense and you are not to accept that, if you do, it 

is you who violated the rule and you who must be charged.

And I find no one has been charged.
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Now, how is It that I, on the other side of the 

transaction, am at fault when nobody who received such a 

courtesy has ever been charged for having violated this 

regulation.
QUESTION: You've already admitted you did because

you didn't keep the records.

SECRETARY HILLER: I’m sorry. The records — 

QUESTION: Where did the records come from if you

don't keep records of people you entertain?

SECRETARY HILLER: Everybody who goes to worK

at the plant, they know who their names are. I mean, you’re 

just - I think you have this thing completely out of con

text because, in the terms of the regulation, it applies 

to Department of Defense personnel. It does not apply to a 

company.
QUESTION: Mr. Miller, a minute ago you suggested

to me there was a question as to how far can you go.

In 1976, I believe you said you told Senator Prox-

mire that there was a practice of meals. Obviously, in 1976 

then, you were aware that there was a practice.

Now, if there was a question in your mind as to 

maybe you shouldn’t give them any meals because there is 

always a question, why did you allow it to go on for the 

next two years. The $600,000 goes over the full eight-year

period, not Just for '76.
NEAL R. GROSS
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SECRETARY HILLER: The information I have, and

do not have it aii, f «« ' 1 '

note to the dlvl.lon. .««« that they P-Y P.rtlo.l.r 

attention to etrlotlY »mpl,« «■«

relatione. I 1 " 1 '

that the amounts dropped of! dra.atlo.HY, and teoa-e aero 

by 1978.
So, in response to what you asked, that's what 

! dld. 1 wrote to them and said "Now, wait a minute.

Tighten up, and he sure that there is no" - and the result

is, they tapered off and disappeared.

QUESTION: Could you get us a copy of tnat?

SECRETARY HILLER: I don't have it.

QUESTION: Could you ask the Textron -

SECRETARY HILLER: No, I think you’d better do it.

I've Just got other things to do.
QUESTION: Would they mind releasing it to us?

mtttpr. T wouldn’t want to put the SECRETARY MILLER. 1 wou±u

x.1. Tt's not for me to do that,
company on the spot. It

, Qcin-nntarv how carefully did you QUESTION: Mr. Secretary,

, taking bribes, when you werespell out the policy against taK 5 

bead jaf_Textron?

21
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SECRETARY MILLER: I spelled it out very explicitl. 

in many ways and in many

QUESTION: Did everybody in the company
NEAL R. GROSS

_nlicv? COURT REPORTERS AHD TRANSCRIBERS
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ILrata hubZ. «« " •h°“la

have known Secretary according to the SLC
QUESTION: »4r. oecre Y,

cterday Textron agreed to the executives 
filing yesterday,

, „ filed two <>.,= >fw

j i.>, 'ppytron tor a pcx x You were with lexirou
20 years. Did yesterday’s revelations come to you a, a

surprise?

5^

Jl

SECRETARY miller: What was the question?

QUESTION: Textron agreed to do all of this

physically, two days after Christmas.
-ji-tt'-r- I don’t know what you are 

SECRETARY MILLER. 1 don
t know this was yesterday., x. &s far as I know, vuxtalking about. As ia

rm- Q— and Textron agreed to tnis
QUESTION: The an

4-^r.aav I’m wondering il 
v. 97 it was released yesteiday.

December 27, s fcime

yOu knew anything about it between
SECRETARY MILLER: No. I knew that Textron was

SEC Your first statement is, again, 
negotiating with the SEC. You

« this docuinent •
incorrect. Textron did not agre

„ aid that it does not admit or deny tne a 
specifically said that i . 

tions.
QUESTION: They agreed to the filing.

SECRETARY MILLER: They had no choice. The SiC

it- wants. I mean, I don't
can file a document anytime

. ____ 4- 4- 1 O t h P
can ixxc ---------- ---

m agreed to was to settle the
’"'ZlToross
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complaint. It did not agree to the filing of the complaint. 

The SEC filed the complaint. They agreed to the settlement, 

and it did not admit or deny any of the allegations.

QUESTION: Mr. Secretary, could I ask, you had

have said, sir, that the $600,000 expenses were kept in 

segregated accounts so that they would go as a cost of a

contract, a Defense contract.

Could you tell wefe these things deducted by

Textron for tax purposes?

SECRETARY MILLER: No, they were not.

QUESTION: Right at the beginning of your statement

you mentioned something about this coming out in an election

year

SECRETARY MILLER: No, the gentleman here asked

that.

QUESTION: Well, the election year phrase was

used. Do you believe that politics, or election year, or 

anything else, has anything to do with the timing of this 

or the way the charges are phrased, or anything else?

SECRETARY MILLER: I’m sure not. I’m sure it has 

taken this long, and this much energy has been put in this 

because of your great interest and enthusiasm for this inquir 

so you want to be sure that you have something interesting 

to print this week, and the SEC was fearful, I’m sure, that

it might overlook something so, instead of spending two or
NEAL R. GROSS

COURT REPORTERS AND TRANSCRIBERS
1330 VERMONT AVENUE. MW

(202) 234-4433 WASHINGTON. D.C. 20005 (301) 261-4445

Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



26

3

4

5

6

7

8

9

10

11

12

13

14

15

If

r

li

r

2

2

2

three months, it spent 

in here is that after 

whelmingly that I was 

or illegal payments.

(Whereupon,

two years. 'And I think the big news

two years, it confirms over- 

not involved in any .way, in any bribery 

And I’m afraid that I have to run now.

at 2-.05 D.m.. the press conference

with Secretary Miller was concluded.)
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