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TilE PPE�;IDI.::NT' S SCHEDULE 

Tuesday - June 5, 1979 
NO'J' J .SSU ED 

Dr. Zbigniew Brzezinski 'I'he Oval Office. 

Dropby Breakfast: Briefing. on SALT for Community 
Leaders. U·1s. Anne· �'i'exler) - First Floor 

Private Dinin<J Room. 

i'1r. Frank I•1oore The Oval Office. 

Greet Paul and Karma Aylward of Ellsworth, Kansas. 
(Mr. Scott Burnett) The Oval Office. 

# ll: 50 t·1r. Tim Kraft and t--1r. Arnie Hiller - The Oval Office. 
(10 min.) 

12:00 
(15 min.) 

1:30 
( 2 hr s.) 

# 3:30 

( l S min.) 

Congressman Al Ullman and Congre ssma n Charles Hangel. 
(Mr. Frank Moore) The Oval Office. 

Budget Appeals Meeting. (Mr. James Mcintyre). 
The Cabinet Room . 

fvlr . �\Tal ter Levy. (Mr. Stuart Eizenstat) - Oval. Office . 



THE WHITE HOUSE 

WASHINGTON 

05 J un 79 

Frank Moore 

:-. .. 

The at tached was returned in 
the PResident's outbox today 
and is forwarded to you for 
appropriate handling. 

Rick Hutcheson 

Hamilton Jordan 
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MEMORANDUM FOR THE PRESIDENT 

FROM: Frank Moore � ' 

SUBJECT: Ta�king Points for Call to Governor Graham 

The Vice President has talked to Graham and prepared him for your call. 
Graham understands that we feel that the waiver issue threatens the 
Department of Education but believes we have enough votes to risk the 
fight with Brademas. The Florida delegation -- with probably Jack Brooks' 
support -- will fight Brademas' efforts to strip the waiver from the bill. 
Jack has made it clear that he will not support an effort to moot the 
waiver issue by taking the vocational rehabilitation programs out of the 
bill. 

You should make the following points in talking to Graham: 

1. You support Graham on the merits of the waiver issue, but 
feel that the Department of Education bill is the wrong 
vehicle for it. Like the Hatch Act in the Civil Service bill 
last year, the waiver issue runs the risk of sinking our whole 
effort on the Department. Such a defeat would be very embarras­
sing to the Administration. 

2. Since the vocational rehabilitation transfer was made against 
your wishes, you feel it inappropriate to risk the success of the 
Department by getting involved in the waiver issue brought on 
by the transfer. You will, however, support the waiver in 
conference if the House decides to keep it in. 

3. In the event the Brademas amendment succeeds, you are taking 
the following steps to try to get a vote on the waiver as an 
amendment to another bill: 

0 You are sending the vocational rehabilitation 
to the Congress with a full wiaver included. 
the Administration clearly on record in favor 

Florida position. 

amendments 
This puts 
of the 

Eleetrost�tac Copy Msde 
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You have the agreement of Brooks and Ribicoff to hold 

hearings on the Intergovernmental Cooperation Act. Using 

this vehicle, a favorable vote on the waiver issue can be 

expected in these committees, but referral to Education 

and Labor is likely. 

Frank Moore is talking with Bolling about·:the possibility 

of a special rule allowing the waiver issue to be attached 

to some other legislative vehicle. 

Through these initiatives the Administration will make 

every effort to get ·a floor vote on the waiver issue this 

year. 
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THE WHITE HOUSE 

WASHINGTON 

June 1, 1979 

rmMORANDUH FOR: THE PRESIDENT 

FROM: STU EIZE�1STAT 

STJB,JECT: Ohio Coal 

Southern Ohio coal mining interests -- both labor and 
management -- have petitioned the Administration to 
protect them against the loss of their major customers 
for high-sulfur coal -- the Ohio electric utilities. 
If we take no action, several Ohio utilities that now 
burn almost exclusively Ohio high-sulfur coal will shift 
to low-sulfur coal produced in Kentucky and \vest Virginia 
in order to meet the current EPA-imposed emission standards. 
That would result in substantial unemployment problems 
in four Southern Ohio counties. 

Over the past year, this issue has become the major 
federal-related issue in the State. It has been cast 
throughout the State as a test of the Administration's 
commitment to helping Ohio with its economic problems. 
Because of the widely held view in Ohio that the Admin­
istration has not been particularly helpful to date to 
the State, this issue is one in which many in the State 
believe the Administration will either "redeem" itself 
or sour permanently its political effectiveness in the 
State. 

Discussion 

The affected mineowners and mineworkers, as well as 
Governor Rhodes, have asked us to exercise our authority 
under Section 125 of the Clean Air Act to mandate that 
local or regional coal -- in this case high-sulfur Ohio 
coal -- be burned to forestall "significant economic 
disruption" in Southern Ohio. The electric utilities 
oppose the Section 125 approach, which would require them 
to install expensive scrubbers to meet the emission limits. 
They argue, and EPA agrees, that such a requirement would 

. ;. 
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increase their costs (and therefore their rates) by 
significant amounts. The Kentucky and West Virginia coal 
mining interests also strongly oppose the Section 125 
approach. 

All interested agencies, including EPA, believe that 
Section 125 represents a shortsighted, unsound policy. 
(Section 125, or the Metzenbaum Amendment, was added to 

the Clean·Air Act on the Senate floor with little debate; 
its purpose was to prevent local economic disruption 
occuring as·a result of EPA air quality standards.) Not 
only does Section 125 give EPA authority to determine 
how one of its standards is to be met, but it also in­

volves EPA in areas of economic judgment not normally 
within its expertise, such as the definition of local and 
regional coal markets. Most importantly, Section 125 

represents a precedent for other types of economic decisions, 
by the Administration or by Congress, designed to protect 
a narrowly defined segment of our economy. 

· 

Despite these reservations, EPA has followed the Section 
125 mandate and conducted extensive hearings in Ohio; it 
has now developed the record necessary to proceed under 
Section 125. The·record alone leads EPA to conclude that 

.disruption would occur in Southern Ohio and remedial 
action - requiring the purchase of Ohio high-sulfur coal 
and the installation of scrubbers - would be appropriate. 

Since the record was closed, however, EPA has tentatively 
concluded that the emission limits on two of the largest 
plants involved in this case are unnecessarily stringent. 
They were set several years ago on the basis of inadequate 
information; detailed monitoring data now leads EPA to 
conclude that the emission limits can be relaxed without 
causing violating of ambient air quality standards. EPA 
intends shortly to revise these limits. The revised emission 
limits would permit the continued use of Ohio sulfur coal 
at these plants without requiring Section 125 to be invoked 
or expensive scrubbers to be installed. These revisions 
alone would save over two-thirds of the 3,000 Ohio mining 
jobs that are threatened by the present emission limits, 
and would do so without imposing additional costs on Ohio 
utilities and their customers. In fact, this revision 
would reduce costs in comparison to the present emission 
limits. 

Recommendation 

The revision of the emission limits at the two Ohio plants 
appears clearly to be the best way to remove the threat of 
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significant economic disruption in the Southern Ohio coal 
mining region. These revisions would allow us to meet 
the major Southern Ohio concerns without subjecting the 
Administration to the legal, political, and economic 
pitfalls -- in Ohio as well as in Kentucky and West 
Virginia -- inherent in pursuing the remedies available 
under Section 125. Thi� action would save more jobs than 
the remedial action originally proposed by EPA under 
Section 125 and would be much more likely to survive a 
court test than any Section 125 remedy. (Section 125 is 
already under several court challenges and more would 
occur if the Section 125 were invoked.) 

Of almost equal importance, this approach would avoid the 
opposition of the Kentucky and West Virginia Governors 
and Congressional delegations, all of whom felt that 
Section 125's use would take jobs away from their States. 
Only Senator Metzenbaum, who introduced Section 125 as a 
floor amendment to the Clean Air Act Amendments of 1977, 
and has widely touted it as his way to protect Ohio coal 
mining interests, favors action under Section 125. Senator 
Glenn, because of his concern about increased utility bills, 
does not favor use of Section 125; he favors the approach 
recommended in this memo, as does Congressman Applegate, 
whose district includes the four Southern Ohio counties in­
volved. 

In sum, the EPA revision of the emission levels will be 
very well received in Ohio; it will be seen as meeting the 
Administration's commitment to helping Ohio solve its 
economic problems. Doug Costle, Charlie Schultze, Fred 
Kahn, Jim Mcintyre, Jack·watson, Frank Moore, Tim Kraft 
and I strongly r:ecoiTirriend that you approve EPA's changing 
the emission leVels at two Ohio plants as the way to meet 
our objective of saving Southern Ohio mining jobs. 

/ Approve Disapprove 

If you approve the recommendation, Frank Moore, Tim Kraft, 
Jack Watson and I also recommend that you have a 2-5 
minute photo opportunity session with Senators Glenn and 
Metzenbaum, Congressman Applegate, a number of Ohio State 
officials, and several mine worker representatives from 
Southern Ohio. The session would be opportunity for you 
to be thanked for your Administration's efforts to save 
Ohio jobs. It would not require you to make prepared 
remarks, for all the participants will have been informed 
of the decision just before meeting with you. The session 
would, of course,-be contingent on Phil's being able to 

'find time on your schedule. 

Approve � - 1/ aH! � - -
------

.•. . 

Disapprove 

. (;· ������-
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THE WHITE HOUSE 

WASHINGTON c 
June 4, 1979 

MEMORANDUM FOR THE PR�SIDENT 

FROM: FRANK MOORE /IlL 

Attached are comments received from Allan C. King, President 
of Goldking, which were requested at the meeting held on 
May 31 between you and oil industry representatives. 
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Comments on Energy - Allan C. King 

Thank you for the meeting that was conducted Thursday with 
the oil group. The participants left with a more positive 
attitude, and I hope that you and Dr. Schlesinger received 
more insight into our industry. 

My partner, Jack Warren, and I have been in a downward 
spiraling mood of frustration, both having been early 
and leading Carter supporters in our section of the country. 
We are certainly able to take the heat and blame that our 
friends are placing on us for that support, but the frus­
tration that we are feeling is due to our inability to 
communicate our thoughts and ideas to the Administration 
as loyal Carter Democrats, as opposed to the input that 
we feel is being made by those we consider non-Carter 
Democrats. W�also are deeply frustrated by the apparent 
changes in position that the Administration takes after 
its initial policy announcements. It seems to us that 
often after the announcement you seek input from people 
who are your friends and whom you can trust. We urge that 
you seek such input prior to a policy announcement. 

Jack particularly attempted to convey his feeling that there 
would be negative results, both from the American people 
and from Congress, as a result of the approach you took 
in presenting your decontrol plan to the American people. 
We feel that your approach has deeply split the nation and 
led most Americans to believe that our energy fate is in 
the hands of a few unpatriotic, greedy, self-serving, 
conniving oil people who, unfortunately, you cannot control. 

The inspiration that put Jack and me to work for you came 
as a result of an hour or so meeting with you at the 
Hilton Hotel in Washington prior to the Pennsylvania 
primary. At that meeting you said that the nation had 
become a nation of "blamers," that when people are blam­
ing each other they are looking behind them when solutions 
can only be found by looking forward. That philosophy 
is very similar to Jack's and my personal philosophies, 
and we closely related to it. 

Your early oil announcements certainly put the nation back 
in this blaming attitude. Even though we are particularly 
sensitive to announcements concerning the oil industry, 
we see that same attitude surfacing in other areas of 
vital concern to our nation. 

The good news, Mr. President, is that the meeting we had 
yesterday demonstrated your great leadership ability to 
heal and look toward the future and solutions, instead 
of allowing a name calling, adversary position to develop. 

-1-
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Comments on Energy - Allan C. King 

Jack is with Bob Strauss on the China trip and is not a 
participant in writing this letter, but I know his attitude 
and emotions are the same as what I am trying to express. 
Your request at yesterday's meeting for immediate addi­
tional information prompted this letter. 

Four specific suggestions I would like to make concerning 
oil tax legislation, which would have immediate effect 
and which I was unable to express at the meeting yesterday, 
are as follows: 

1. Tax newly discovered oil at a much lower rate than 
proposed in your program. A big carrot would have 
a much more immediate effect on putting idle rigs 
back to work than would rewarding oil people for 
what they presently own, i.e., old oil. 

2. We believe Congressman Conable is anxious to have an 
early bipartisan solution to the tax provision problem. 
We urge you to use your influence to get him and 
Congressman Ullman together in order that the Ways 
and Means Committee can have a bill prior to any Moffett 
floor vote on decontrol. 

3. Establish, immediately, a national policy that would 
encourage expansion of our own domestic refineries to 
insure refining flexibility, more competition, and 
reduce our reliance on overseas sources of refined 
products. 

4. The time is ripe for some sort of legislation that 
would allow a fast track permitting of energy related 
projects which would be approved or disapproved by 
regulatory bodies and courts within a short but 
specific period of time. 

I also want to assure you that Jack and I- (and everybody 
we know who are oil explorers and producers) are putting 
every cent we can afford--and all our efforts--into ex­
panding the oil and gas energy supply of the nation. 
I believe that we represent the attitude of the vast 
majority of the independent oil and gas men of this 
country. 

I am buoyed, and I know Jack will be also, by the attitudes 
that emerged from the meeting Thursday. We would welcome, 
Mr. President, a meeting with you in which we could better 
express our concerns and specific recommendations. 

-2-
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MEMORANDUM 

THE WHITE HOUSE ---
WASHINGTON 

4 June 1979 

�lectrostatlc Copy Msde 
for Pre&ewvfi!t8on Purpcsea 

TO: THE PRESIDENT 

FROM: RICK HUTCHESON 

SUBJECT: Memos Not Submitted 

1. DEPUTY ATTORNEY GENERAL CIVILETTI sent you an FBI 
report on the investigation of the killing of Judge 
Wood. It indicates that "there are several promising 
leads," and that the FBI is "devoting maximum effort 
to the investigation." 

2. TVA CHAIRMAN DAVID FREEMAN sent you a memo recommending 
"a 'man-an-the-moon' type national commitment to solar 
energy ... I am convinced that the greatest obstacle to 
the widespread use of solar eriergy is the lack of an 
ade.quate delivery system in each state to provide 
consumers with the information, front-end money, and 
consumer protection they require to make the necessary 
decisions regarding solar investments. TVA is 
beginning a major solar energy program by taking the 
necessary steps to put such a market delivery system 
in place ... Many of the responsibilities for develop­
ing the solar market can be shared with state and local 
governments, regional development agencies ... and the 
private sector." (Sent to Stu for acknowledgment.) 

3. SBA ADMINISTRATOR WEAVER sent you a status report on the 
SBA's authorization bill, suggesting that progress in 
obtaining a hill acceptable to the Administration has 
been quite good. OMB takes issue with t.Veaver' s assess­
ment, listing several objectionable provisions in various 
versions of the SBA bill. OMB indicates that the 
Administration is trying to eliminate these provisions 
in conference. 

4. JOHN P. WHITE sent you a memo reporting five Defense 
Department violations of the Antideficiency Act, as 
required by law. One violation was referred to Justice 
fQrreview. The other four violations appear not to be 
willful; OMB believes DOD has taken appropriate 
disciplinary/corrective actions in these instances. OMB 
observes that DOD's revised fund control regulations, 
recently put into effect, have turned up numerous possible 
past violations, which are being investigated. 
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5. ANNE W�XLER forwarded ·a note to her from Harry McPherson, 
sug g�·E;t:�n g that. you· give_ a state of the union. sp�_ech on 
TV, dealing with'major foreign and domestic-issues. 
Mc�he�rson believes--yqur· pos{tions on· these.· issue_s are 
becoming blurred;� :the _ _..purpose 0 f a ·speech'_would,c.be to 
. "�li.ar_pen the fop.is . . ''- :· 

· - ' ' · ,. _. 

' ; .. :· . .  

· 6. ·.ANNE·:�WEXLER forwarded :a- s
'
tatement from Tom Murphy 

· indica ti_n·g that GM_- continues to supp.ort ·the guid�lines, 
· desp�te_: Judge Parker.' s decision. 
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·· DATE·: 22 MAY 79 

T H E W H I T E  H O U S E 

WASHINGTON 

FOR ACTION: FRANK MOORE 

INFO CNLY: 

SUBJECT: WEXLER MEMO RE PANAMA CANAL ACT - AMERICAN LEGION SUPPORT 

OF MURPHY BILL 
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i + RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) + 

I 

I 

+ BY: + 

11111111111111111111 111111111111111111111 ++++11111111111111111 

ACTION REQUESTED: C L: IS THERE ANYTHING HERE THE PRES. NEEDS TO KNOW? 

STAFF RESPONSE: ( ) I COOCUR. ( ) NO COMMENT. ( ) HOLD. 

PLEASE NOTE OTHER COMMENTS BELOW: 
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THE WHITE HOUSE 

WASHINGTON 

May 2 .2, 19 79 

MEMORANDUM FOR THE PRESIDENT 

FROM: ANNE WEXLE� 

SUBJECT: Panama Canal Act - American Legion 
Support of Murphy Bill 

Yesterday morning I talked with Mike Schlee, Executive 
Director of the American Legion. He reports that 
although the American Legion earlie'r this year sent a 
letter supporting the Murphy Bill, the Bill has been 
amended since that time and the American Legion·now 
has problems with certain details in the legislation. 
In addition, the American Legion's lawyers tell them 
that there are legal issues because of the wording of 
the resolution adopted at the last American Legion 
convention. 

However, they hope to work out the legal issues and 
to determine whether they can support the principles 
for which the Murphy Bill stands, notwithstanding 
their problems with certain details. If so, their 
members· could contact Congressmen: ·over the Memorial 
Day break, stressing the need ·for·funds for the military 
and protection of American citizens while warning 
against amendrilents (i.e.;Hahsen) which would be contrary 
to·this. We will c6ntlnue to work with them� 

Incidentally,· the AFL-:-CIO is. supportiv¢. We ·.are working 
�ith the State Departme�t on getting� local· union leaders 
to contact Congressmen'while·t:hey are at home this 

· weekemd and next week. 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUN 4 1979 

THE PRESIDENT 

JohnP. Wh� 
Deputy Director 

Report of the Deputy Secretary of Defense 
on violations of section 3679 of the 
Revised Statutes, as amended 

There is attached a memorandum dated January 13, 1979� from the 
Deputy Secretary of Defense reporting to you� as required by law, 
violations of subsections (a) and (h) of section 3679 of the Revised 
Statutes, as amended (31 u.s.c. 665), commonly known as the 
Antideficiency Act. 

Five reports of violations are transmitted. One violation appeared 
to have been caused by willful actions. The case was referred to 
the United States Attorney for Nevada and to the Department of 
Justice f or review; however; the decision was made not to prosecute. 
The other four cases do not appear to have been willful, but 
resulted from a misunderstanding of or a failure to comply with 
re gulations. The reported violations are as follows. 

I 



Appropriation Title and 
Fiscal Year 

Family housing, Defense 
1977 

Operation and maintenance, 
Navy, 1976/ 
Transition Quarter 
1977 

Court of Military Appeals, 
Defense, 1976/ 
Transition 

Quarter 

Operation and maintenance, 
Navy, 1974 

1975 

Family housing, 
Defense, 1976 

Fiscal. Year 
Violation 
Occurred 

1977 

1976 
1977 

1976 
Transition 

Quarter 

1974 
1975 

1976 

Amount 

$4�201�143.96 

540,008.78 
8�201.00 

$548,209.78 

$30,139.51 

37,858.42 
$67,997.93 

$11,317.30 
$21�666.56 
$32,983.86 

$607.89 

Type of 
Violation 

Obligations in 
excess of an 
allotment/ 
commitments in 

· violation of 
agency fund 
control system 

2 

Obligations and 
expenditures in 
excess of a 
statutory 
limitation 

Obligations and 
expenditures 
in excess of 
appropriation 

Obligations in 
excess of 
allotments 

Obligations in 
excess of an 
administrative 
limitation* 

The memorandum from the Deputy Secretary of Defense states that appropriate 
corrective and disciplinary actions have been taken. Disciplinary action 
consisted of written and oral reprimands. 

* We have asked the Department of Defense to consider increasing the 
administrative limitation for incidental improvements per family housing 
dwelling units to a higher level of fund control. 
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Several months ago we approved a revised fund control regulation for 

the Department of Defense. The revised regulation includes new 

emphasis on prompt reporting. The Defense Department has conducted 

an intensive investigation within DOD to identify all possible 

Antideficiency Act violations. Because of this effort, numerous 

cases are being thoroughly reviewed and investigated� and may result 

in the identification of past violations of R.S. 3679. Hopefully, 

recent and future violations will be reported in a timely manner. 

In view of the revised fund control regulation and the disciplinary 

and corrective actions taken within the Department, we do not 

recommend further action at this time. 

Copies of the Defense reports have been sent to the President of the 

Senate and the Speaker of the House of Representatives. 

Attachments 



THE DEPUTY SECRETARY OF DEFENSE 

WASHINGTON, D. C. 20301 

JAN 1 3 1979 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Reports of Violations of the Anti-Deficiency Act 

In compliance with the prov1s1ons of Section 3679(i)(2), Revised 
Statutes, there are submitted herewith five reports of violations of 
the Anti-Deficiency Act (Section 3679, Revised Statutes), and of Depart­
ment of Defense Directive 7200.1, ''Administrative Control of Appropria­
tions." One violation occurred in the Army, two in the Navy, one in 
the Air Force, and one in the DoD Washington Headquarters Services. 

In reviewing the reports, one case (Navy No. 76-1) appeared to 
have been caused by willful actions. The case was referred to the 
United States Attorney for Nevada. However, prosecution was declined. 
In the other four cases, no evidence was found that the violations were 
willful. They resulted from a misunderstanding of or a failure to comply 
with regulations. Appropriate corrective action has been taken. Dis­
ciplinary action was taken where warranted. 

In coordination with the staff of the Office of Management and Budget, 
we have revised DoD Directive 7200.1 which prescribes the system of admin­
istrative control of funds. The Directive was issued on November 15, 
1978, after formal approval by the Office of Management and Budget. 

To comply with the provisions of Section 3679(i)(2), Revi�ed Statutes, 
copies of the reports are also being submitted to the President of the 
Senate and to the Speaker of the House of Representatives. 

Enclosures 
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Report of Violation of Section 3679, Revised Statutes 
(Air Force Case No 77-2) RCS: DD-SD(AR)l70 

1. This is a report required by Department of Defense Directive 7200.1. 

2. Appropriation Title, Symbol and Apportionment Status: 

a. Family Housing Management Account, Defense (Transfer to Air Force). 

b. 57-97 7 0700, Project 721 Operation 

c. Apportioned Funds. 

3. Location: Headquarters, United States Air Force, Washington D.C. 

4. Amount of Violation: $4,201 ,143.96. 

5. Type of Violation: The Air Force obligated and committed funds in excess 
of their obligating authority for family housing operation during the second 
quarter of fiscal year 1977. This violation did not cause a violation of the 
appropri ati o��apporti onmento �y-e-t-heH-eve-l-e.f-f-t:md-l-i1llH:·at�i.ons .. 

6. Person Responsible: Mr. John P. Hunt, GS-13, Budget Analyst, HQ USAF 
Director of Budget. 

7. Causes and Circumstances: 

a. This violation resulted from the misinterpretation of information 
contained in the obligation authority document issued by the Office of the 
Assistant Secretary of Defense Comptroller (OASD(C)). This violation was not 
committed willfully or knowingly. 

b. The OASD(C) obligating authority document, issued 28 December 1976, 
showed amounts available for the operation and maintenance of family housing 
for fiscal year 1977. The document displayed amounts available by quarter 
and contained relevant footnotes as shown: 

-

Cumulative 

MAJOR FUNCTIONAL CATEGORY FIRST SECOND 
QUARTER QUARTER 

Operation 48,665 89,390 

Maintenance .Q/ 43' 155 74,557 

Obligation Limitation !I 91,820 163,947 

!f These obligation limitations may not be exceeded . 

Obligating Authorit� 

THIRD FOURTH 
QUARTER QUARTER 

134,020 175,660 

91,557 113,858 

225,577 289,518 

.Qj The amounts shown for maintenance are available only for maintenance but 
may be increased to the extent that the amount for operations in the same 
quarter is decreased. 



c. Contrary to the intentions of OASD(C) the HO USAF Budqet Analvst 
interpreted the quarterly limitations described on the document as applicable 
only to the combined operation and maintenance obligation limitation totals. 
He considered the restriction on the availability of maintenance funds· 
applicable to the total fiscal year rather than to individual quarters. Under 
his interpretation it would have been permissable to 11borrow11 maintenance funds 
for operation provided the annual program was not violated. Accordingly, 
amounts allocated to Air Force operating activities were not identified as 
separately limited for operation and maintenance by quarter. 

d. As of 31 March 1977 total Air Force transactions recorded against the 
second quarter obligating authority were as shown: 

Project 721 Project 722 2d Quarter 
Oeeration Maintenance Total 

Authority $89,390,000.00 $74,557,000.00 $163,947,000.00 

Obligations (92,909,182.88) (47,422,796.98) (140,331,979.86) 

Unobligated Bal 27,134,203.02 23,615,020.14 

Overobligation (3,519,182.88) 

;commitments (681 ,971.08) (8,745,911. 78) (92427,882.86) 

Uncommitted Bal 18,388,291.24 14,187,137.28 

Violation (4,201,153.96) 

e. The HQ USAF Budget Analyst recognized that official reprogramming of 
funds from maintenance to operations would be required sometime during the 
fiscal year. He orally advised OASD(C) of the situation. However, he decided 
that it would be appropriate to delay submitting a formal reprogramming request 
until a mid-year review of conditions was completed. 

f. Although the limitations were not without ambiguity, a careful examina­
tion of the document would have led to the proper interpretation of the limita­
tions. The proper interpretation is that only amounts shown for the operation 
program through a current quarter may be used for operation and such amounts 
may not be augmented with unobligated maintenance funds. Maintenance funds are 
deemed unavailable unless they are used for maintenance. 

8. Administrative Discieline: Mr. Hunt was given an oral admonishment and the 
incident was made a matter of written record in his Supervisor•s Record of 
Employee. This action was reviewed by the Staff Judge Advocate. 
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9. Corrective Action: 

a. A formal request to reprogram necessary funds from housing maintenance 
to housing operation was submitted to OASD(C) and approved for FY 1977. 

b. OASD(C) revised the footnote on subsequent obligating authority 
documents to more clearly define quarterly limitations. 

c. Effective with FY 1978, HQ USAF shows limitations by project (operation 
and maintenance) on allocation documents issued to Air Force operating organiza­
tions. 

d. The system of administrative control of funds prescribed in Air Force 
Regulation 177-16 is considered adequate and unaffected by this violation. No 
related change in the regulation is needed. 

10. The disciplinary and corrective actions taken are considered adequate and 
are approved. 

Cd� 
CONRAC PETE�

·�

S

--

O

c...

N

��-""­

Deputy Direc:-ior of Acctg & FinancJ 
CQro,l!tr_gll� Qf th� Ait [Qrc� 

15 MAY 1978 
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STATEMENT OF FHMA BUDGET ANALYST 

Violation of AFR 177-16 (Section 3679, RS) 
FHMA(AF) - 57-9770700 

I have worked in this position, as the sole representative 
in the Directorate of Budget for Family Housing, for the last 
three years. What follows is the background and explanation 
of the events which led to the underfunding in P-721, Operations, 
for the 2nd quarter of FY 1977. 

At the beginning of each fiscal year, the Air Force receives 
from each Command a quarterly phasing of its approved annual 
program, as well as a split of that program between P-721, 
Operations, and P-722, Maintenance. The sum of those plans for 
FY 1977 was submitted to OSD. OSD in turn, approved the distri­
bution exactly as requested by the Air Force. 

As the year unfolds and contingencies which outdate the plan 
occur, a request to increase the quarterly allocation or to 
reprogram from Maintenance to Operations is submitted to OSD. As 
early as the 1st quarter of FY 1977 when evidence began to turn 
up in the monthly reports and in phone calls from the Commands, 
that the cold winter (the coldest in 100 years) was causing very 
large heating bills, the requirement for additional Operations 
funds was verbally communicated to OSD. In order to save time 
and effort and in order to give osp our most accurate position, 
a decision was made in ACBIC to wait until the mid-year review 
(held in third quarter) before formally submitting a reprogramming 

request. In that the authorizing law did not limit the Services 
in either Operations or Maintenance, and in that OSD had in the 
past supported reprogramming requests that were adequately 
justified, the decision to wait seemed appropriate. 

Family Housing is an OSD Management account. Partly because 
of this and partly through interpersonal relationships developed 
with my counterpart in OSD(C), the management of the MFH account 
is more direct and informal than usual for other accounts. The 
flow of housing information occurs by phone and in person, at 
times on a daily basis. Requests for information from OSD are 
usually handled over the phone and requests from Air Force for 
clarification of directives and budget guidance are handled in the 
same manner. All current housing information received from the 
Air Staff family housing counterparts, AF/PREN, and from the field 
is passed by phone to OSD. 



\ 
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The limitation on Family Housing O&M by quarter was thought 
by this analyst to be a holdover from past years when there was 
an annual Maintenance Floor. I can find no limitation imposed 
on the field in the recent past on any Air Force funding 
documents issued by this headquarters. I thought, however, that 
the quarterly distribution between Operations and Maintenance 
noted on 0/A documents served a useful purpose. It established 
a target and helped to keep HQ USAF and OSD informed on the 
execution of the program. I had informed OSD that we were 
running into problems in the utility area and that we would need 
a reprogramming action after we had done a thorough analysis at 
the mid year review. After that review, a formal request to 
reprogram P-722, Maintenance, to P-721, Operations, for $10 
million was submitted to and approved by OSD. This was an amount 
three times greater than the $3 million overage in Operations 
in the 2nd quarter. 

It;;;� 
Hunt, GS-13 

Budget Analyst 
Military Family Housing Account 



DEPARTMENT OF THE NAVY 
REPORT OF VIOLATION OF ADMINISTRATIVE CONTROL OF 

APPROPRIATIONS REGULATIONS (DD-SD(AR)l70) 78-1 

1. Appropriation Identification: 

Appropriation Title: 
Appropriation Symbol: 

Fiscal Year: 

Operation and Maintenance, Navy 
1976/Tl804, as apportioned 
1771804, as apportioned 
1976/T 
1977 

2. Installation Where Violations Occurred: The violations addressed 
in this report concern expenditures from Navy's operation and maintenance 
funds to obtain adequate working space for Naval Oceanographic employees 
relocated to the National Aeronautics and Space Administration's (NASA) 
government-owned National Space Technology Laboratory facility at 
Bay St. Louis, Mississippi. The funds were made available to NASA's 
Bay St. Louis activity from resource authorizations held by the Commander, 
Naval Oceanographic Office and the Director, Naval Oceanography and 
Meteorology, respectively. 

3. Amounts of Violations: The violations presented in this report relate 
to exceeding the $75,000 statutory limitation placed on using operation 
and maintenance funds for the acquisition of new facilities or for an 
addition to an existing facility. The specific amounts for each violation 
are as follows: 

a. The Naval Oceanographics Ocean Survey Program unit: 
Erection of "pre-engineered" Building ltlOOl and 

its attendant security fence: 
Fiscal Year 1976/7T reimbursable order issued 

3 September 1975 

b. The Naval Oceanography and Meteorology unit: 
Erection of "pre-engineered" Building ltl205: 
Fiscal Year 1976/7T reimbursable orders issued 

29 June 1976 
Fiscal Year 1977 reimb�rsable order issued 

25 February 1977 

$275,386.78 

$264,622.00 

8,201.00 
$272,823.00 

4. Nature of Violations: For many years the annual DOD Appropriation 
Acts have contained a provision which stated substantially as follows: 



"Funds appropriated in this Act for maintenance and repair 
of facilities and installations shall not be available for 
acquisition of new facilities, or alteration, expansion, 
extension, or addition of existing facilities, ... �n excess 
of $75,000 . . . " (now increased to $100,000) 

Both violations reported herein relate to the use of Operation and 
Maintenance, Navy funds in excess of this limitation. 

5. Responsible Officials: 

a. Rear Admiral J. Edward Snyder, Jr. USN (Ret.), Oceanographer 
of the Navy, is cited as the individual responsible for the proper manage­
ment of all oceanographic facilities of the Navy and the administration 
of the financial resources made available by Congress for the operation 
of those facilities. In this regard, it has been determined that Rear 
Admiral Snyder was deficient in his duty to ensure that funds provided 
for the aforementioned purposes were properly administered in executing 
the relocation of Oceanographic organizations to the Bay St. Louis facility. 
Other officials directly responsible include: 

(i) Captain J. E. Ayres, Commander, Naval Oceanographic Office, 
Suitland, Maryland/Bay St. Louis, Mississippi; 

(ii) Captain Conley R. Ward, Director, Naval Oceanography and 
Meteorology, National Space Technology Laboratory, Bay St. Louis, Mississippi. 

b. Other individuals administratively involved in issuing instructions 
or processing documents related to the violation at the Naval Oceanographic 
Office are: 

(i) Mr. J. w. Reshew, Relocation Coordinator; 

( i i) Mr. David F. LaRochelle, Acting Budget Officer; 

(iii) Mr. w. M. Talbert, Acting Director, Finance Office; 

(iv) Mr. R. E. Stewart, Director, Finance Office; 

6. Description of Causes and Circumstances: In July 1975 the consolidation 
of the Naval Oceanographic Program and its relocation to the National 
Aeronautics and Space Administration's National Space Technology Laboratory 
at Bay St. Louis, Mississippi were approved. As part of the relocation, a 
need arose to obtain additional secure working spaces for Fleet Ballistic 
Missile Ocean Survey Operations personnel and their equipment. Initially, 
this space requirement had been submitted as an urgent minor construction 
project in that it was imperative that the secure operations of the survey 
program be fully �perational, in order to ensure compatibility with imple­
mentation dates and plans of the Navy's Nuclear-Powered Fleet Ballistic 
Missile Submarines Program. However, another urgent minor construction 
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requirement arose at Bay St. Louis and the Survey Operations project 
was withdrawn because regulations precluded the concurrent existence 
of two such projects at a single location without OSD approval. After 
a review of the alternatives available, and as a result of a misunder­
standing of the authority provided by the "Economy Act" (31 USC 686) in 
this particular case, it was assumed that since the Navy did not own the 
property, nor would they own the building, the financing of the additional 
space could be achieved through the vehicle of providing an Economy Act 
order to NASA citing O&M,N funds for services of space preparation. In 
actuality, other Navy construction projects at the NASA facility were 
being funded with Military Construction funds and were being budgeted as 
such. Therefore, Hr. LaRochelle's request that an order be issued to 
NASA's Bay St. Louis activity and the execution of such an order, and 
amendments thereto by Messrs Talbert and Stewart, in accordance with 
instructions issued by Mr. Reshew, resulted in the additional construction 
of buildings for costs in excess of $75,000, for which Navy O&M,N appropria­
tions are not legally available. The fact that the funds were transferred 
to NASA would not authorize such an expenditure. 

In the case of the Director, Naval Oceanography and Meterorology, the 
order to relocate was not signed until May 1976. Space for this organiza­
tion at Bay St. Louis had not been provided for, since that organization 
was not included in the original plan for consolidation of the Naval 
Oceanographic Program. In making the decisions as to how to secure the 
essential space for the Oceanography and Meteorology organization at 
Bay St. Louis, the authorization holder became aware of the similar emer­
gent space requirement of the Naval Oceanographic Office which apparently 
had been satisfied through the application of O&M,N funds via an "Economy 
Act" order passed to NASA for financing space requirements. Erroneously 
relying on such a precedent, the Director, Naval Oceanography and Meteo­
rology duplicated the procedures employed by the Oceanographic Office in 
securing the necessary space and the second of the tw6 violations reported 
herein occurred. 

Based on the information contained in the reports forwarded to this 
office and the statements of the individuals responsible for the violations, 
it is the opinion of this office that, while the lack of a thorough review 
of the constraints applicable to such circumstances led to the poor 
judgment employed in resolving the difficult situation at Bay St. Louis, 
there was no knowing and willful intent to violate the law by those involved 
in the issuance of the erroneous orders. 

7. Statements of Responsible Officials: The statements of responsible 
officials cited in paragraph 5 are provided in Attachments "A", "B", "C", 
''D", "E", 11F", and "G", respectively. 

8. Disciplinary Action: Rear Admiral J. E. Snyder, Jr. USN (Retired) has 
been awarded a nonpunitive letter of censure for his deficiency in carrying 
out the duties and responsibilities of his assignment as the Oceanographer 
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of the Navy. Captain J. E. Ayres, Commander, Naval Oceanographic Office, 
and Messrs. Reshew, LaRochelle, Talbert and Stewart all received nonpuni­
tive oral admonishments and instructions on proper funding procedures for 
circumstances such as those covered in this report. Captain Conley R. Ward, 
Director, Naval Oceanography and Meteorology, did not receive any discipli­
nary action. Captain Ward has been advised of the proper requirements for 
"Economy Act" orders and of the proper use of O&M,N funds for construction 
purposes. However, Captain Ward's actions were based on the advice and 
example of the Naval Oceanographic Office's experience with the same 
situation and he received assurance regarding the propriety of the proce­
dure. Accordingly, it has been determined that administering any 
discipline under such circumstances would be unwarranted. 

9. Procedural Action Taken or Recommended: While initial funding of 
the earliest of the reimbursable orders involved in this report occurred 
in September 1975, the determination that such an act constituted a 
violation of the Administrative Control of Appropriations Regulations 
was not made until after a report by the Naval Inspector General was 
issued on 30 December 1977. This report was requested by the Chief of 
Naval Operations after a Naval Audit Service report, issued on 28 November 
1977, questioned the propriety of the Director, Naval Oceanography and 
Meteorology's use of operation and maintenance funds to finance the second 
of the two projects covered by this report. On 10 February 1978, the 
Chief of Naval Operations requested the Oceanographer of the Navy to 
direct the Commander, Naval Oceanographic Office and the Director, Naval 
Oceanography and Meteorology to submit reports of violation. Navy 
directives pertaining to the financing of military construction projects 
and/or the construction, extension/addition, occupancy or tenancy of real 
property facilities on non-Navy real estate have been examined and will 
be modified as necessary to preclude future misinterpretation of the appli­
cability of Economy Act orders under circumstances such as those enumerated 
in this report. 
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DEPARTMENT OF THE NAVY 

· OFFICE OF THE OCEANOGflAPHER OF THE NAVY 

HOFFMf.N 1! 

200 STOVALL STREET 

ALEXANDRIA. VA. 22332 

. ' 

FIRST ENDORSEMENT on NAVOCEANO �tr Ser 1588 dated 8 June 1978 

From: 
To: 
Via: 

Oceanographer of the Navy 
Comptroller of t�e Navy 
Chief of Naval operations 

IN REPLY REFER TO 

OCEANAV:dv 
Ser N4/542 

·J 5 JUN 19i8 

Subj: Report of Violation of the Anti-Deficiency Status, Section 3679, 
R. S. (31 U.S.C. 665) 

1. Forwarded concurring with the contents of the basic report. 

2. Specifically, the statement of circumstances contained in paragraph 
7 of the report is an accurate description of actions stemming from 
considerations made by myself and my staff. An urgent need for space to 
house Ocean Survey Program personnel existed at the �ime consolidation 
was approved by SECDEF. This essential group required secure spaces to 
function and had to remain intact. It was also important that they move 
to the new site early in the relocation process so as to get reestablished 
as soon as possible in view of the SSBN implementation dates to which 
their-efforts were keyed. This early move; with its concurrent requirement 
for temporary secure spaces, minimized disruption of the Ocean Survey 
Program. 

3. The decision to use the Economy Act resulted from consultations with 
various members of the Naval Facilities Engineering Command headquarters 
staff concerning the use of O&M, N funds to acquire space on non-military 
but government owned property where Navy does .not gairi ownership. It . 
was concluded that the Economy Act was applicable under these circumstances 
and NAVOCEANO was therefore directed by the Oceanographer to proceed to 
issue an Economy Act order to NASA. 

4. I am convinced that there was no willful intent to violate regulations 
in this case. No further disciplinary action is recommended. 

4.e.J__ 
SNYDER, JR. 

Copy to: 
NAVOCEANO 
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DEPART;ViENT OF THE NAVY 

OFFICE OF THE OCEM�CGicAPHER OF THE NAVY 

HOFFMM; il 

200 STOVALL STREET 

ALEXANDRIA. VA. 2:i.332 

IN REPLY REFER TO 

OCEANAV:dv 
Ser N4/543 

l5 JUN 1878 

FIRST ENDORSEMENT on DIRNAVOCEANMET ltr Ser 720 dated 5 June 1978 

From: Oceanographer of the Navy 
To: Comptroller of the Navy 
Via: Chief of Naval Operations· 

Subj: Report of Violation of the Anti-Deficiency Status, Section 3679, 
R. S. (31 U.S.C. 665) 

Ref: - (c) OCEANAV ltr Ser N4/542 dated 15 June 1978 

1. Forwarded concurring with the basic report. 

2. The order to relocate DIRNAVOCEANMET headquarters from Washington, D.C. 
to MSTL, Mississippi was s

.
igned on 24 May 1976 to be effective 1 July 1976. 

Although a relocation order had been anticipated, there were a number of 
other sites being considered. The selection of the NSTL site became likely 
in February 1976 when DIRNAVOCEAmffiT was placed under the Oceanographer' s--­
command and essentially certain in April 1976 when the lifting of a court 
injunction permitted the consolidation of the Naval Oceanographic Program 
to resume. The DIRNAVOCEANMET headquarters move was ultimately completed 
on 30 September 1976. Although the move was carried out most effectively 
by DIRNAVOCEANMET personnel, there was associated with this move a sense 
of urgency as these organizational and relocation decisions were made at 
the OPNAV level. The time for execution was minimal. 

3. The requirement for space for the 37 persons of the DIRNAVOC�lliT 
headquarters staff was an immediate problem. Temporary space was arranged 
in building-1200 at NSTL with subsequent move to some vacated trailers to 
serve as longer term "temporary" office space. Permanent space for 
DIRNAVOCEAN}ffiT had not been provided for since DIRNAVOCEANMET was not 
included in the original plans for consolidation of the Naval Oceanographic 
Program. Therefore, space was not available in either the major military 
construction scheduled for completion in August 1978 or in other NASA 
facilities at the site. It was then decided to provide space for 
DIRNAVOCEM�T headquarters using the same Economy Act procedures employed 
in acquiring spaces for NAVOCEANO (see reference (c) ). DIRNAVOCEAN}fET 
was directed, with funding assistance from OCEANAV, to effect an Economy 
Act.order to NASA for the preparation of spaces. A copy of the NAVOCEANO 
�ITPR was provided as an example. 
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OCEANAV:dv 
Ser N4/543 

4. I have discussed with CAPT Ward, Director, Naval Oceanography and 
Meteorology, the utilization of the Economy Act in this case and am 

convinced there has been no willful intent to violate regulations. I 
concur with the recommendations of.the Navy Audit Sercice in reference 
(b) to issue a policy statement clarifying appropriate funding of construction 
projects under these circumstances. No disciplinary action.is recommended. 

I���-4�· 
/ J. EDWARD �N7oER, JR. 

Copy to: 
DIRNAVOCEANMET 
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BUREAU •.. • . BUREAU HYDROGRAPHIQUE INTERNATIONAL 

� "' 

INTERNATIONAL HYDROGRAPHIC 

. 
A.P. 

Avenue President .J. F. K�nnedy, MONTE-CARLO, P.-incipaute de MONACO 

TELEGRAPH BURHYDINT MONACO 

IN REPLY, PLEASE REFER TO 

w. Bur/Pers 

Commander 
U.S. Naval Oceanographic Office 
WASHINGTON, D.C. 20373 
USA 

TBLEPHONE' MONACO 50 • 65 • 87••·. 
PRIERE OE CITER LA R!!F!!RENC& DE CETTE LETTRE. 

MONACO. 22 May 1978 

Subject : Report of
7

Violation of the Anti-Deficiency Statute, Section 3679, R.S. 
(31 U.S.C. 665) ; Statement concerning 

Ref : (a) NAVOCEANO letter Ser 214 of 16 May 1978. 

1. Reference (a) forwarded a report by the Navy Inspector General 
concerning the improper use of O&MN funds for the.construction of a pre­
engineered support building for the Na��l Oceanographic Office at the NASA 
National Space Technology Laborities (NSTL), Bay St. Louis, MS., together 
with the Naval Oceanographic Office comment on the matter and a request that 
I, as authorization holder responsible for the violation, make a statement 
concerning it or waive the right to such a state�ent. 

2. 
matter : 

I am pleased to make the following statement concerning the 

The circumstances and rationale set forth in the NAVOCEANO com­
ment to the Oceanographer of the Navy on the matter are concurred in. Per­
haps the most significant points in the background are first, that the buil­
ding in question, and the modification to Bldg 1000, were vital to a very 
high priority classified survey project which required special consideration 
in its relocation, a fact which tended to focus attention heavily on the 
overall problem of getting it moved properly and perhaps away from compo­
nant parts of its relocation ; and second, the urgency of the questioned 
construction and modification actions, since on them hinged the effective 
relocation of all early NAVOCEANO personnel and equipment� There was no de­
liberate attempt to circumvent the regulations, but only a desire to use a 
legal interpretation of a proper �egulation which would allow the urgent 
objective, a smooth transition of NAVOCEANO operations to the relocati.on 
site with a minimum loss of productivity, to be met. Time did not allow an 



2. 

exhaustive pursuit of all alternatives, and when a satisfactory, apparently legal 
route was reported to me which in my judgement met the urgency and the space re­
quirements, I proceeded. I believe the advice I was given was obtained with dili­
gen�e and offered in good faith, and that any errors were the result of hqnest 
mis-interpretations of either regu!ations or external advice. I also believe that 
the press of time and the vast task to be accomplished within the limited resour­
ces available required that much be accomplished on the basis of verbal advice 
and verbal agreement. This unfortunately led to a dearth of supporting paperwork 
outsid� of the actual financial documents, a situation which has unfortunately be­
come a cause for concern by the outcome of the investi9ation. 

That an error was apparently ma de is clear, and I found the Navy Ins­
pector General•s report highly informative. I believe it could be a valuable 
guide for the future and suggest consideration be given to disseminating it as a 
case study. With reference to the elimination of the status of the violation, 
if I interpret para. 12 of page 6 of the Investigative Report correctly, it would 
seem that the modification actioffi (P-003) were legal as funded (MILCON) or would 
have been legal with O&MN funding, while the construction action (P-002) should 
6nly have been funded as MILCON. As the funding for P-003 exceeded that required 
for P-002, and as an intergovernmental transfer of funds was the accounting ac-
tion involved with all funds transferred between the .same two agencies (Navy and 
NASA), it is questioned as to whether the violation may be rectifiable by the ad­
ministrative procedure of correcting the accounting data used on the transfer vou­
.chers to reflect both O&MN ($275, 386) and MPN ($12 3, 614) funding to the total 
of $39�,000for D-003, and applying the $275, 386 thus recouped in MPN properly to 
the P-00212oucher.

" 
�� ������ 

��· Sincerely, r t2-r---

AYRES 
U.S. Navy (Ret.) 



STATEMENT 

The following has been extracted from my official report 
of v1olation that was submitted to my superior� Rear Admiral 
J. E. Snyder, Jr. USN (Ret.), Oceanographer of the Navy, on 
5 June 1978. 

Statement of Circumstance 

As stated in reference (b), (Navy Audit Report A40777 
of 28 Nov 1977). In addition, detailed policy guidance and 
direction was provided to me by OCEANAV regarding the reloca­
tion of DIRNAVOCEANMET to NSTL· and the acquisition of office 
space there. I was told that the provisions of the Economy 
Act applied and that this had been confirmed by the· 
NAVFACENGCOM counsel. I was provided with a copy of the 
NAVOCEANO MIPR and told to use it a an examvw.

-

. 

I . 
f)..l ___ .

tuA!t, --

CONLEY R. WARD 
CAPT, US 
17 October 1978 



STATEMENT 

The organizational component which is resp·onsible for 
completion of the Oceanographic Office•s highest priority 
fleet product was selected to be relocated to the new site 
by December 1976. This division requires secure working 
spaces as described in OPNAVINST 5510.1E and such spaces 
were not available at NSTL during the first phase of the 
relocation. When the request was made by Navy to NASA 
for such spaces, it was suggested that space could be 
provided, but it would be of a temporary nature. Since funds 
were available in FY 76, and the Navy was not actually 
constructing a building on Navy property, the provisions of 
the Economy Act seemed to apply .. It should be noted that no 
other interpretation was voiced at the time and it was under 
these conditions that the MIPR was prepared. 

�� 



STATEMENT OF MR. DAVID F. LAROCHELLE FOR REPORT ON "VIOLATION OF ANTI-

DEFICIENCY STATUS 

ON OR ABOUT 3 SEPTEMBER 1975, I WAS ASKED BY THE RELOCATION 

COORDINATOR, MR. J. W. RESHEW, TO PREPARE AN INTERNAL REQUEST FOR 

THE ISSUANCE OF A MIPR TO NASA. THE REQUEST WHICH I FORWARDED TO 

THE FINANCE OFFICE CITED O&MN FUNDS IN THE AMOUNT OF $299,000 

AND STATED THAT THIS AMOUNT WAS AUTHORIZED F OR THE PREPARATION 

OF SPACE FOR NAVOCEANO COMPONENTS AT NSTL. ·.AT THE TIME MY POSITION 

WAS THAT OF ACTING BUDGET OFFICER. LATER, UPON NOTIFICATION FROM 

NASA, I REQUESTED BY MEMORANDUM THAT THE FINANCE OFFICE REDUCE THE 

I 

AUTHORIZATION ON THE MIPR TO REFLECT ACTUAL COST. 

VERY RESPECTFULLY, 

/)�J.. � 
DAVID F. .LAROCHELLE 

I 
I' 

1) 



Mr. Talbert, at one time the Acting Director, Finance 
Office, Naval Oceanographic Office, has left the employ 
of the Department of the Navy. Efforts to secure a 
statement from Mr. Talbert, whose involvement in the 
violation was the signing of the Oceanographic Office's 
Military Interdepartmental Purchase Order" to NASA for 
$299,000 on 3 September 1975, have not been successful. 



STATEMENT OF MR. ROY E. STEWART FOR REPORT ON "VIOLATION OF ANTI-

DEFICIENCY STATUE" 

I SIGNED THE MILITARY INTERDEPARTMENTAL PURCHASE REQUEST 

AMENDMENT ON 2 JUNE 19.76 STATING THE EXPIRATION DATE AND THE 

AMENDMENT DECREASING FUNDS ON 15 AUGUST 1977, IN ACCORDANCE WITH 

MEMORANDUMS RECEIVED FROM MR. DAV�D F. LAROCHELLE. 

VERY RESPECTFULLY, 

�.£� 



Washington Headquarters Services 
Report of Violation of Section 3679, Revised Statutes 

RCS: Comp (AR 170, 78-1) 

1. Appropriation Title and Symbol. Court of Military Appeals Appropria-

tion 9760104 and 97T0104. There were no allotments or apportionment of 

these funds. 

2. Location. Washington Headquarters Services, Directorate of Budget 

and Finance, Pentagon Building, Washington, D. C. 20301. 

3. Type of Violation. Overobligation and overexpenditure of the 

appropriation. 

4. Amount of Violation 

FY 1976 

FY 197T 

Total 

$30,139.51 

37,858.42 

$67,997.93 

5. Date Violation Occurred. The overobligation of the FY 1976 appro­

priation occurred as of June 30, 1976. The overobligation of the FY 

197T appropriation occurred as of September 30, 1976. The overexpendi-

ture occurred in January 1978. 



6. Name and Position of Responsible Employees. Mr. Carl W. Fisher, 

Director, Budget and Finance, Washington Headquarters Services, and Mr. 

Jack Arzoomanian, Acting Chief, Finance and Accounts Division. 

7. Causes and Circumstances Surrounding the Violation. Administrative 

control of the U. S. Court of Military Appeals appropriation is the 

responsibility of the Washington Headquarters Services Budget and Finance 

Directorate. At the time of the violation, the Budget and Finance 

Directorate received accounting support from the U.S. Army Military 

District of Washington. Information on fund availability was not provided 

to MOW, however, so that accounting reports from MOW in prescribed Army 

format merely indicated accumulated obligations and expenditures. 

Administrative control was retained by the Director, Budget and Finance. 

During FY 1976 several key people were lost from the Directorate re­

sulting in a loss of control over many accounting functions including a 

proper control over obligation documents. This resulted in obligations 

being incurred that were not forwarded to MOW for posting in the accounting 

records. Types of expenses within the Court of Military Appeals appro-

priation were not carefully monitored for indications of areas where 

activity exceeded the budgetary plan. These internal problems were / 

compounded by the inevitable difficulties resulting from a major change 

in the Army accounting system at MOW. 

At the end of the 1976 Transition Period, Budget Execution Reports 

for FY 1976 and FY 197T were combined. Reports indicated a September 

30, 1977 unobligated balance in the 76/T account, howev�r, a January 
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1977 disbursement in the amount of $34,319. for Standard Level User 

Charges when researched and recorded in January 1978 was the proximate 

cause in revealing tne overobligation. Further research of all trans­

actions affecting this account was subsequently conducted through both 

Budget and Finance Directorate and MOW records. Upon correction of all 

records an overobligation in the amount of $67,056.21 was revealed. 

Subsequent MOW reports indicate additional obligations o
·
f $941.72. This 

latest total is the amount reported. 

The violation was not knowingly or willfully incurred, but was due 

to pers6nnel turnover and lack of adequate control. 

8. Disciplinary Action. The Deputy Assistant Secretary of Defense 

(Administration) orally reprimanded the individuals named responsible. 

This action is considered appropriate due to the circumstances of 

personnel and systems difficulties and in view of the fact that Mr. 

Fisher has completed 40 years of creditable government service and Mr. 

Arzoomanian has completed 33 years. 

9. Signed Statement of the Individuals Named Responsible. Each of the 

individuals named responsible were provided a copy of the Report of 

Violation. Mr. Fisher has declined to make a written statement. Mr. 

Arzoomanian has been given the opportunity to make a statement, but has 

not done so. 

10. Action Taken. As a result of the difficulties evident in the 

Directorate for Budget and Finance i
.
n 1976, Mr. David 0. Cooke, Deputy 
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Assistant Secretary of Defense ( Administration ) directed that a study be 

undertaken to pinpoint problems and recommend solutions. As a result of 

this study, Mr. Cooke has stabilized.the Directorate staffing, directed 

the establishment of enhanced control over funding, and had a review of 

all prior year activity conducted. On October 1, 1977 a decentralized 

accounting office was formed in the Budget and Finance Di�ectorate 

around a new, automated accounting system to provide support for appro­

priations under WHS cognizance for FY 1978 and beyond. Prior year 

accounting records continue to be maintained by the Military District of 

Washington. The new system has supported its responsibilities in 

complete, comprehensive, and accurate fashion for the entire ·Fv 1978 

accounting period. It provides reliable real-time funds control, 

committment and accrual accounting, together with a reimbursement system 

and all other necessary accounting functions. In particular, obligation 

documents are carefully controlled throughout the process. Properly 

operated and staffed, it should preclude future R.S. 3679 violations. 

A special task force has reviewed all prior year Budget and Finance 

Directorate accounts, correcting deficiencies where evident through both 

WHS and MOW records. 

Following approval of this report, action will be taken to obtain 

funds to cover the amount of the violation. 
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DEPARTMENT OF THE NAVY 
REPORT OF VIOLATION OF ADMINISTRATIVE CONTROL OF 

APPROPRIATIONS REGULATIONS (DD-SD(AR)l70) 76-1 

1. Appropriation Identification: 

Appropriation Title: Operation and Maintenance, Navy 

Appropriation Symbol: 1741804, as apportioned 
1751804, as apportioned 

Fiscal Years: 1974 
1975 

2. Installation Where Violation Occurred: Naval Air Station, 
Fallon, Nevada 89406 

3. Amount of Violations: 

Fiscal Year 1974, $11,317.30 on 30 June 1974 
Fiscal Year 1975, $21,666.56 on 30 September 1974 

4. Nature of Violation: In Fiscal Year 1974, the obliga­
tion authority (allotment) contained in the installation's 
operating budget was overobligated. For Fiscal Year 1975, 
the First Quarter apportionment obligation authority (allot­
ment) contained in the installation's operating budget was 
overobligated. In each instance, the next higher level of 
funding was not overobligated thereby. 

5. Responsible Officials: 

a. Captain Wendel B. Muncie, USN (Retired) (Deceased), 
Commanding Officer, Naval Air Station, Fallon, Nevada. 

h. Lieutenant Commander Norman D. Bugg, USN (Retired), 
Supply Officer/Comptroller, Naval Air Station, Fallon, 
Nevada. 

6. Description of Causes and Circumstances: The primary 
cause of the overobligation was that NAS, Fallon, prior 
year station Operation and Maintenance, Navy funds were 
retroactively obligated after the close of Fiscal Years 
1972, 1973 and 1974. Prior years funds were charged by 
establishing unsupported dummy obligations (labeled by 
NAS, Fallon, as "Administrative Obligations") and back­
dating purchase orders and requisitions. Obligations impro­
perly charged to prior years were subsequently adjusted and 
charged to the fiscal year in which they were created. This 
adjustment of charges, done in accordance with Navy regula­
tions, caused the overobligation of Fiscal Year 1974 Direct 

Enclosure ( 1) 



Obligational Authority and the Fiscal Year 1975 First Quar­
ter Direct Obligational Authority. The investigation con­
cluded that the violations of Section 3679, of the Revised 
Statutes were deliberate actions by Lieutenant Commander 
Norman D. Bugg, USN (Retired), to prevent reversion of prior 
year Operation and �1aintenance, Navy funds. Other factors 
which contributed to the violations are discussed below. 

a. Navy regulations were disregarded concerning inter­
nal control procedures. 

b. Procedures and controls did not ensure that obliga­
tions were charged to the appropriation of the fiscal year 
in which the obligation was incurred. 

c. Many journal vouchers were not identified to indi­
vidual obligating documents necessary to support general 
ledger adjustments. Others had no supporting documents with 
the voucher. Journal vouchers did not contain adequate 
explanations as to the nature of the transactions. After 
posting the vouchers to the general and subsidiary ledgers, 
the journal voucher file with supporting documents \vas not 
retained in a sequential and orderly manner. 

d. Documentation was not available to provide evidence 
that the comprehensive revie'tvS of outstanding obligations 
at fiscal year-end were in fact performed in accordance with 
Navy Comptroller regulations. 

7. Statements of Responsible Officials: The responsible 
offic1als 1n paragraph 5 have ret1red from the Naval service. 
Each had the opportunity to testify, formally or informally, 
during the investigation concerning their responsibilities 
with regard to the violation of Section 3679, R.S. The 
testimony provided by the responsible officials has been 
carefully examined. It is void of any explicit or implicit 
rationale for the violation of Administrative Control of 
Appropriations Regulations. Since no exceptions to the 
facts presented were noted by either responsible official, 
tacit admission is implied. An apparent reluctance to 
address this matter directly in testimony indicates that 
further attempts to obtain statements of responsible offi­
cials would be futile and only delay the submission of this 
report. Therefore, explicit statements of responsible 
officials are not available for the Report of Violation. 

8. Disciplinary Action: Upon completion of the investiga­
tion concern1ng Capta1n Muncie and Lieutenant Commander 
Bugg, the investigation was fon•1arded to the Office of t!le 
United States Attorney for Nevada. Having reviewed the 
facts, the U.S. Attorney declined to prosecute the case. 
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The file was forwarded by the Judge Advocate General to the 
Public Integrity Section, Criminal Law Division, Department 
of Justice. Since Captain Muncie died prior to issuance of 
a formal opinion in his case, no opinion was rendered; how­
ever, with respect to Lieutenant Commander Bugg, the Depart­
ment of Justice concurred in the decision of the U.S. 
Attorney for Nevada not to prosecute. When the Judge 
Advocate General advised the Secretary of the Navy regarding 
the possibility of ordering Lieutenant Commander Bugg to 
active duty in order to have this matter referred to court 
martial proceedings, the Secretary of the Navy declined to 
take such action in light of the decision of the Department 
of Justice not to prosecute. However, in view of the cir­
cumstances iri the case, a nonpunitive letter of caution was 
issued to Lieutenant Commander Norman D. Bugg. 

9. Procedural Action Taken or Recommended. For Fiscal Year 
1974, the overobligated condition was eliminated when funds 
in the amount of $12,000 were issued to Commanding Officer, 
Naval Air Station, Fallon, Nevada 89406, on 22 June 1975 
by the Commander, Naval Air Force, U.S. Pacific Fleet, San 
Diego, California 92135. For Fiscal Year 1975, no addi­
tional funds were required from higher authority to elimi­
nate the First Quarter overobligation. The overobligation 
was eliminated by subsequent reduction of the Fiscal Year 
1975 obligation rate, which provided sufficient funds to 
satisfy all expenses incurred against outstanding obligations. 
In addition, the following positive actions have been taken: 

a. Procedures and controls have been established to 
ensure that charges are made to the appropriation of the 
fiscal year in which the obligations are created. A respon­
sible individual has been designated as a "Financial Editor." 
His duties encompass a review of financial transactions to 
ensure that applicable accounting data is cited on funding 
documents and that back-dating of any document is prohibited. 

b. Local accounting procedures have been revised to 
ensure that documents supporting journal vouchers are pro­
perly identified� and, if practicable, filed with the vouc�er 
by journal voucher number. The revised procedures stress 
the reqirements for explicit explanations of the nature of 
the journalized transactions. Standardized procedures for 
like transactions have been developed which will permit 
grouping and summarizing transactions for batch posting. 
The procedures specify those documents which are not consid­
ered practicable to attach to the journal voucher and cite 
filing and identifying instructions for such documents. 
This procedure permits an audit trail. At the same time, 
specific instructions have been promulgated stating that 
related adding machine tapes or machine listings will be 
attached to the journal voucher. 
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c. The Accounting Division, Supply/Comptroller Depart­
ment has been advised that comprehensive reviews of obliga­
tions outstanding as of fiscal year-end are required in 
accordance with. the NAVCOMPT Manual. A station instruction 
has been promulgated outlining specific procedures concern­
ing the responsibilities of the Supply/Comptroller Depart­
ment and the cognizant operating target holder with regard 
to validating outstanding obligations. Time frames for this 
task have been included in the instruction. 

d. The Fiscal Year 1975 and prior years accounts 
records and reports and appropriation adjustments required 
to revert additional unobligated amounts applicable to 
prior fiscal years has been accomplished. The delay in 
submitting this Report of Violation resulted from the 
lengthy investigations by the Department of the Navy and 
other agencies to determine and review properly all facts 
in this case. 

10. Adequacy of Regulations: The regulations appear to be 
adequate and do not require change. 

I�� ;97'?. 
DATE THE .. NAVY 
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DATE: 15 JUN 1978 

REPORT OF VIOLATION OF R.S. 3679 

DEPARTMENT OF THE ARMY 

REPORT NO. 58-76 

1. Reference: Section XII, DOD Directive 7200.1 revised 6 April 1977. 

2. Funds Involved: Family Housing Management Account, Operation and Mainten­
ance, 21-9760700 57-10"33 Pl920 S09057. Funds were apportioned. 

3. Where Violation Occurred: )}Family Housing Quarters 116, Fort Gordon, 
Georgia 30905. 

4. Amount of Violation: $607.89 

5. Type of Violation: Exceeding the $500.00 incidental improvement limita­
tion per. individual dwelling unit per fiscal year on 19 March 1976. 

6. Names and Positions of Responsible Individuals: 

a. Mr. R. L. Fondren, Deputy Director, Directorate of Facilities Engine­
ers (DFAE). 

b. Mr. R. F. Walsh, Chief, Engineer Resources Management Division, DFAE. 

c. Colonel P. N. Simon, Acting Chief, Housing Division (HD), Directorate 
of Industrial Operations (DIO). 

d. Mr. P. L. Gallagher, Cmief, Family Housing Branch, HD, DIO. 

The individuals held responsible, both singly and jointly, failed to observe 
the minimum administrative control procedures required by applicable regula­
tions. These administrative omissions were the causative factors which led 
to the violation. 

7. Cause and Circumstances Surrounding the Violation: 

a. During fiscal year 1976, three (3) job orders for incidental improve­
ments (alterations and additions-expansions-extension) to Quarters No.:::,6 were 
accomplished. The first, Work Order No. 409, was dated 1 July 1975 and 
called f�r the cutting of a doorway and installing a door between the dining 



room and the front porch at an estimated cost of $275.10. Though the cost 
estimate had been recorded in the HD, there is no indication that the work 
order had been formally approved by any official in that division. During 
the performance of the job, electrical conduits were found in the wall when 
the door was being cut, which required more work than was originally anti­
cipated. Additionally, the estimated costs were not adjusted to actual costs 
upon completion of the work. The second, Work Order No. 899, was dated 30 
July 1975 and called for the installation of wall outlets at an estimated 
cost of $83.10. The order, which was approved by Lieutenant Colonel (Re­
tired) Earle F. Maddocks, then Chief, HD,DIO contained the statement that 
actual costs should not exceed $225. The estimated costs were adjusted up­
ward at some undeterminable time, but prior to 19 March 1976, to $86.32. The 
third, Work Order No. 3300, was dated 19 March 1976 and called for the instal­
ation of wall outlets at an estimated cost of $125.58. The order, which was 
approved by Colonel Simon, contained the statement that total costs should 
not exceed $138.58. At some later time, the estimated costs were adjusted 
upward to $136.48. Total costs then indicated on HD records for the inciden­
tal improvements of Quarters No. 6 amounted to $497.90. Despite the fact 
that the HD was fully aware of the DFAE practice of exceeding the approved 
amount of a work order without prior approval, neither the Acting Chief, HD, 
Colonel Simon nor the Chief, Family Housing Branch, HD, Mr. Gallagher, direct­
ed any action to verify the actual costs vice estimate on Work Order No. 409. 

b. During April 1976, a Comptroller Internal Review Division audit noted 
that discrepancies existed between the costs recorded by DFAE and those re­
corded by RD. Though no violations were revealed by the internal review 
which covered the period April 1975 through March 1976, the HD was directed 
to follow-up and verify the actual costs chargeable against all incidental 
improvement work orders. Subsequent to 19 March 1976, when Work Order No. 
3300 was approved, but prior to the TRADOC Inspector General (IG) Review of 
4 May 1976, the actual cost of Work Order No. 409 was posted to HD records. 
These costs amounted to $385.09; therefore, the violation occurred on 19 
March 1976 through the processing of Work Order No. 3300 in the amount of 
$136.48. This then known violation was not reported until the TRADOC IG iden­
tified the violation to the Fort Gordon Comptroller. 

c. Colonel Simon and Mr. Gallagher, HD, are held responsible for failing 
to maintain adequate cost controls and for administrative laxity in failing 
to report a known violation of the $500 limitation per�dwelling unit per fis­
cal year.- Mr. Fondren and Mr. Walsh, DFAE, are held responsible for failing 
to comply with the provisions, AR 210-50, paragraph 9-5b and Memorandum of 
Agreement-Coordination of Director of Facilities Engineering and Family Hous­
ing Functions dated 1 April 1975, which state that additional work will not 
be accomplished until additional funds are made available and that estimated 
costs will not be exceeded without prior approval of the Family Housing Mana­
ger. 

d. The violation is not considered to have been committed willfully and 
knowingly, but was due to failure to conform to regulatory requirements. 
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8. Signed Statements of Individuals Determined to be Responsible: 

The signed statements of the individuals held responsible are attached as In­
closures, 1, 2, 3, and 4. 

9. Disciplinary Action: Mr. Fondren, Mr. Walsh, and Mr. Gallagher have all 
been orally reprimanded, and Colonel Simon has been orally admonished. Under 
the circumstances, the disciplinary action taken by the Commander is consider­
ed adequate and proper. 

10. Corrective Action Taken: A Memorandum of Agreement-Coordination of Direc­
tor of Facilities Engineering (DFAE) and Family Housing Functions, dated 15 
March 1977, has been implemented. The memorandUm clearly sets forth each 
limitation applicable to family housing, and establishes procedures for pro­
cessing work and service order requests. The memorandum also provides that 
DFAE will be responsible to insure that approved funding is not exceeded; to 
insure that total charges are provided to the Family Housing Branch (FHB) on · 

a timely basis; and to provide an estimated date for accomplishment of each 
project to the FHB. The FHB is responsible for notifying DFAE, in writing, 
when eighty percent (80%) of any limitation has been reached. 

11. Systems Adequacy: The system of administrative control prescribed by 
DOD and D A  is considered adequate. 

Alan f. Gibh"s -­

Assistant Secretary of the Army 
, ,(Installations, Logistics and 

' �inoncial Monagement) 
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STAT EM ENT 

l .  I respectfully disagree with the findings and recommendations of the 
Investigating Officer and do hereby set forth this statement as a rebuttal 
thereto. 

2. The alleged overcast violations initially came t� my attention subse­
quent to an investigation by the Comptroller Audit Team from DIO. At 
the time, the Division Chief was temporarily absent. 

3. I immediately informed DIO of the specific reason for the audit; how­
ever, the Budget Section of Headquarters Division did not have all of the 
source document cost figures. The auditors proceeded to DFAE to com­
pare cost estimates with completed job costs. The actual cost figures as 
compiled by the auditors were provided to DIO who then contacted me. 
DIO requested that I obtain all copies of the work orders relating to 
Quarters #6. 

4. While obtaining copies of these work orders, it was noted that Mrs . 
. Allen had received a 2700 reflecting a typed-in amount of $275. 10. How­

ever, subseq uent to the auditors receiving the work order and eros s­
checking with DFAE, Mrs. Allen had gone back to the work order and 
computed some pencilled-in labor charges. She then posted a new 

-improvement cost total in the amount of $385. 07 to the quarters improve­
ment card. The Budget Analyst had not been informed of this posting. 
A copy of this work order was requested from DFAE on several occasions 
by the Budget Section. 

5. I was not personally aware that there were any problems of costs 
chargeable to Quarters #6 until DIO called me and tole me they had re­
ceived an informal report from the Comptroller. DIO then requested 
that I obtain a copy of Work Order #409, which the auditor had surfaced 
during his visit to DFAEo I called DFAE, requested that Housing {Family 
Housing Division) be provided a copy of work order #409, and I then sent 
a man to pick it up. I received the work order and immediately made ' 
three copies of it, gave one copy to the Budget Section and personally 
delivered a copy to the Auditor and the DIO. 
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Page 2 

STATEMENT 

6. I submit it was not a case of failure on my part to identify and 
report overcasts. I was not in ,�he work flow chain of processing and 
approving work orders. Under normal circumstances, work orders 
were prepared by the Engineering Section; processed through the 
Budget Section, to the Housing Division Chief, then to DFAE. In the 
absence of the Division Chief, work orders came to me for signature. 
The only work o_rder that came to me was Work Order # 899l which I 
signed, requesting a job estimate. I was given full assurance at that 
time that sufficient improvement funds were available to cover a normal 
job of this nature. Further, I knew .then that the estimate was to come 
back and be rechecked at that time to insure that funds were still available 
and within the limitation before any work was to be done. 

7. Therefore, I request that all these above facts be carefully considered 
and that a determ ination be finally made absolving me of any impropriety, 
neglect, or oversight, and that no form of reprimand be issued against 
m�. 

PAUL L. GALLAGHER = 

Chief, Family Housing Branch 
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S T A T E M E N T 

.1. I do not concur in the findings or recommendations because 

of tl1e foll o· .. ;ing facts: 

a . >'i or!< or de r 4 J 9 ( t h C! on 1 y '·"' c r � or de r i :1 t ll e g r o u 2? 

�nn st i tu ting the 3G79 viol at ion �hich I reviewed and inadver­

tently s i gned in the "approval" space in lieu of "recommended 

for approval" space) did not c on s titut e a 3679 violation 

eiti:1er in the original estimate o r  t:1e final act"Ual co st. 

b. F amily housing personnel were fully aware of the 
original estimate of $275.10 for work order 409 which is 

clearly s�own by t�e balance of $225.00 ind icated on work order 

!899 which was issued 30 July 1975. A dditiona lly , fa�ily housing 

had a ccess and kno•:�ledge of the $385.09 exp en dit ure \'ihich >V"as 

indicated on the family h ousing activity detailed cost report 

for period 1-31 July 1975. F ailure to reconcile th is d ocum ent 
with the . family housing ma nu al records was a f al la cy of the 

system at that time. It is not DFAE's res!_Jonsibility to 

.reconcile fam ily housing activity detailed cost re9o rts. 

c .  On or about 28 J uly 75, Director of F aci liti es Engi­

neering requested and obtained approv al auth o ri ty for mainten-

-ance and repair proj ects up to $300,000 from the CG. Sh ort l y 

thereafter, I wa s advised that said authority would not be 

del e ga ted lower than the Dire ctor of Facilities E n gi neering . 
I imme diately in�ormed all div i s ion chiefs of this det e rmin a ­
tion. From that day forwa rd until now, I still do no t have 

an authorization card for si gnature of DA Form 270ls except 
.by delegation by jo0 descriptio n in the absence of the Direc­

tor, or wh en he is away from his office and a w o rk st oppage 

oc curs which requires immediate walk-through action. The on ly 
work order request an d fund authorization document that I be­
came invo lved with after 28 July 1975, was in the absence of 

the Director or when I was asked for guidance on specific 

. problem a reas. 

d. Since the 3679 villation was caused by work orders 

issued after 28 J uly 75, and because I had no authority for 

r e view or approval of these orders except in the absence of 

the Director, I d id l)Ot revie'•l any of the family housing work _ 
orders issued after 28 July 1975 except in the absence of the 
Director . 
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S T A T E M E N T (Continued) 

".2 • I n t n a t '.·:or k or de :!:" 4 G 9 ,.., as a c co :o1 � 1 i s :t e :: in a v c i y e x De d i -

��t:·i- o us r:: an n e r d u e t o a d e s i r e to ? e r f or on t h c ;.; o r k d u r i n '1 a 

�v�ry li�ited time frame, it is felt tnat normal pr oce�ural 

<.follo·d-ups •..rere not carrier:! out
. 

in t':1e usual !:lanner. Had tne 

''.·lor-�: oeen accomplis:1eG. in a routine fas!"lion '.vitno ut pressure 

for expediting, it is highly probable this 3679 violation 

''·:.auld not have occurred. It is n ot the responsibility of 

···t·his respondent to personally oversee the c osting account of 

·v;o·r-k cone, since F:C1D has tl1at _responsilJility. 

�- I do now strenuously ooject t o  any repri�and and do so 

�es9ec tfully request the above facts be carefully considere� 
��fore any further action against me is taken, and tiat I be 

.Tinally absolved of any and all res!Jonsioility in this rn.atter. 

D/DI F Fi>.C ENG 

8-�. 7(, 
(DATE) 
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4 . ... 

1. I do 
ATZHC�1; 

·dated 22 

S T A T E M E � T 

I 

not feel that the action relative to me in conjunction with letter 
Subject, Determination of Responsibility for Overexpenditure of Funds 
October 1976 as relative to the investigative findings is justified. 

2. I feel that in consideration of all testimony and review of the circum­
stances that promoted the overexpenditure that there are no guarantees that 
individuals through action can be 100% effective against occurrences of this 
nature. For this reason I feel the action is not commensurate with the find­
ings. 



.. ' 

S r'A T E M E N T  

.1. I accept the inevitability of the finding of my culpability in this case 
:and desire now only to take advantage of the opportunity to comment upon a 

single aspect thereof. 

2. I acknowledge failure to identify over-expenditure of funds for improvement­
type work (WO #409). I also acknowl�dge failure to prevent World War II, and 
should Society find a useful purpose in punishing me for the latter failure, I 

·would be equally unable to rebut the action based solely upon the_factuality 
of the failure. (This is called 11legal sufficiency.") . 

3. I reinvite attention to inclosures 1 and 2, Respondent Exhibit 2. These 
messages concern a similar investigation, immediately preceding the instant 
one, with the same investigator.· Inclosure 1 indicates that T RADOC reversed 
the investigator•s findings, specifically with regard to his ability to "identify 
the over-expenditure of BP 1920 funds for improvement-type work.11 Inclosure 2 
quotes the Department of the Army (specifically Chief of Engineers) as reversing 
a large part of TRAooc•s findings in the same regard. It is patent that the 
TRADOC experts are also subject to failure "to identify the over-expenditure 
of BP 1920 funds for improvement-type work." 

4. In no way is the foregoing paragraph intended to absolve me of guilt or 
indicate inefficiency on the part of the investigator or anyone else. Its· 
purpose is only to place the approved, amended recommendati�1 in perspective, 
bearing in mind that the investigation to which I refer and the exchange of 
conflicting interpretations was continuing throughout a large part of my five 
months• incumbency in Housing Division. I was charged with a number of duties, 
including the identificatio� of over-expenditures; these experts were examining 
my operation with sole intent "to identify the over-expenditure of BP 1920 
funds ... 

5. I did, in fact, fai,- "to identifithe over-expenditure of BP 1920 funds 
·.for improvement-type work" on the cited July 1975 work order; and, should it 

be deemed as serving a useful purpose, I cept without further comment 
whatev�r judgment results. 

of Inds Opns 



THE DEPUTY SECRETARY OF DEFENSE 
WASHINGTON, D. C. 20301 

Honorable Walter F. Mondale 
President of the Senate 
Washington, D. C. 20510 

Dear Mr. President: 

JAN 1 3 1979 

In compliance with the prov1s1ons of Section 3679( i )(2), Revised 
Statutes, there are submitted herewith five reports of violations of 
the Anti-Deficiency Act ( Section 3679, Revised Statutes), and of Depart­
ment of Defense Directive 7200.1, 11Administrative Control of Appropria­
tions.•• One violation occurred in the Army, two in the Navy, one in 
the Air Force, and one in the DoD Washington Headquarters Services. 

In reviewing the reports, one case ( Navy No. 76-1 ) appeared to 
have been caused by willful actions. The case was referred to the 
United States Attorney for Nevada. However, prosecution was declined. 
In the other four cases, no evidence was found that the violations were 
willful. They resulted from a misunderstanding of or a failure to comply 
with regulations. Appropriate corrective action has been taken. Dis­
ciplinary action was taken where warranted. 

In coordination with the staff of the Office of Management and Budget, 
we have revised DoD Directive 7200.1 which prescribes the system of admin­
istrative control of funds. The Directive was issued on November 15, 
1978, after formal approval by the Office of Management and Budget. 

To comply with the provisions of Section 3679(i) (2), Revised Statutes, 
copies of the reports are also being submitted to the President of the 
United States and to the Speaker of the House of Representatives. 

Sincerely, 

Enclosures 
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THE DEPUTY SECRETARY OF DEFENSE 

WASHINGTON, D. C. 20301 

Honorable Thomas P. O'Neill 
Speaker of the House of 

Representatives 
Washington, D. C. 20510 

Dear Mr. Speaker: 

JAN 1 3 1979 

In compliance with the prov1s1ons of Section 3679(i)(2), Revised 
Statutes, there are submitted herewith five reports of violations of 
the Anti-Deficiency Act (Section 3679, Revised Statutes), and of Depart­
ment of Defense Directive 7200.1, "Administrative Control of Appropria­
tions.'' One violation occurred in the Army, two in the Navy, one in 
the Air Force, and one in the DoD Washington Headquarters Services. 

In reviewing the reports, one case (Navy No. 76-1) appeared to 
have been caused by willful actions. The case was referred to the 
United States Attorney for Nevada. However, prosecution was declined. 
In the other four cases, no evidence was found that the violations were 
willful. They resulted from a misunderstanding of or a failure to comply 
with regulations. Appropriate corrective action has been taken. Dis­
ciplinary action was taken where warranted. 

In coordination with the staff of the Office of Management and Budget, 
we have revised DoD Directive 7200.1 which prescribes the system of admin­
istrative control of funds. The Directive was issued on November 15, 
1978, after formal approval by the Office of Management and Budget. 

To comply with the provisions of Section 3679(i)(2), Revised Statutes, 
copies of the reports are also being submitted to the President of the 
United States and to the President of the Senate. 

Sincerely, 

Enclosures 
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HEHORANDUli FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, o:c. 20503 

JUN 4 1979 . 

THE PRESIDENT 

John P. Hhite 
Deputy Director 

(_Signed) John �· White 

Report of the Deputy Secretary of Defense 
on violation's of section 3679 of the 
Revised Statutes, as amended 

There is attached a memorandum dated January 13, 1979, fron the 
Deputy Secretary of Defense reporting to you, as required by la\-1 � 

violations of subsections (a) and (h) of section 3679 of the Revise<! 
Statutes, as amended (31 U.S.C. 665), commonly known as the 
Antideficiency Act. 

Five reports of violations are transmitted. One violation appeared 
to have been caused by willful actions. The case was referred to 
the United States Attorney for Nevada and to the Department of 
Justice for review; hov1ever, the decision l;•Tas made not to prosecute. 
The other four cases do not appear to have been willful, but 
resulted from a misunderstanding of or a failure to comply �lith 
regulations. The reported violat.ions are as follows. 



Appropriation Title and 
Fiscal Year 

Family housing, Defense 
1977 

Operation and maintenance, 
·Navy, 1976/ 

Transition Quarter 
1977 

Court of Military Appeals, 
Defense, 1976/ 
Transition 

Quarter 

Operation and maintenance, 
Navy, 1974 

1975 

Family housing, 
Defense, 1976 

Fiscal Year 
Violation 
Occurred 

1977 

1976 
1977 

1976 
Transition 

Quarter 

l97l• 
1975 

1976 

Amount 

$4,201,143.96 

540,008.78 
8,201.00 

$548,209.78 

$30,139.51 

37,858.42 
$67,�97.93 

$11,317.30 
$21,666.56 
$32 '983. 86· 

$607.89 

Type of 
Violation 

Obligations in 
excess of an 
allotment/ 
commitments in 
violation of 
agency fund 
control system 

2 

Obligations and 
expenditures in 
excess of a 
statutory 
limitation 

Obligations and 
expenditures 
in excess of 
appropriation 

Obligations in 
excess of 
allotments 

Obligations in 
excess of an 

administrative 
limitation* 

The memorandum from the Deputy Secretary of Defense states that appropriate 
corrective and disciplinary actions have been taken. Disciplinary action 
c.onsisted of written and oral reprimands. 

* We have asked the Department of Defense to consider increasing the 
administrative limitation for incidental improvements per family housing 
dwelling units to a higher level of fund control. 
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Several months ago we approved a revised fund control regulation for 
the Department of Defense. The revised regulation includes new 
emphasis on prompt reporting.- The Defense Department has conducted 
an intensive investigation within DOD to identify all possible 
Antideficiency Act violations. Because of this effort, numerous 
cases are being thoroughly reviewed and investigated, and may result 
in the identification of past violations of R.S. 3679. Hopefully, 
recent and future violations will be reported in a timely manner. 

In view of the revised fund control regulation and the disciplinary 
and corrective actions taken within the Department, we do not 
recommend further action at this time. 

Copies of the Defense reports have been sent to the President of th.e 
Senate and the Speaker of the House of Representatives • .  

Attachments 



./ ' 

. .  � . .  ·''· · . . . . . 

MEMORANDUM FOR: 

F ROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUN -4 1979 

THE PRESIDENT 

John P. White (S1�ed} J h 
Deputy Director 

0 n P. White 

Report of the Deputy Secretary of Defense 
on violations of section 3679 of the 
Revised Statutes, as amended 

There is attached a memorandum dated January 13, 1979, fr om the 
Deputy Secretary of Defense rep orting to you, as required by law, 
violations of subsections (a) and (h) of section 3679 of the Revised. 
Statutes, as amended (31 U.S.C. 665), comm only known as the 
A ntideficiency Act. 

Five reports of violations are trans mitted. One violation appeared 
to have been caused by willful actions. The case was referred to 
the U nited States Attorney for Nevada and to the Department of 
Justice for review; however, the decision was made not to prosecute. 
The other four cases do not appear to have been will ful, but 
resulted from a misunderstanding of or a failure to comply with 
regulations. The reported violations are as follows. 



� :· 

Appropriation Title and 
Fiscal Year 

Family housing, Defense 
1977 

Operation and maintenance, 
Navy, 1976/ 
Transition Quarter 
1977 

Court of Military Appeals, 
Defense, 1976/ 
Transition 

Quarter 

Operation and maintenance, 
Navy, 1974 

1975 

Family housing, 
Defense, 1976 

Fiscal Year 
Violation 
Occurred 

1977 

1976 
1977 

1976 
Transition 

Quarter 

1974 
1975 

1976 

Amount 

$4,201,143.96 

540,008.78 
8,201.00 

$548,209.78 

$30,139.51 

37,858.42 
$67,997.93 

$11,317.30 
$21,666.56 
$32,983.86 

$607.89 

Type of 
Violation 

Obligations in 
excess of an 
allotment/ 
commitments in 
violation of 
agency fund 
control system 

2 

Obligations and 
expenditures in 
excess of a 
statutory 
limitation 

Obligations and 
expenditures 
in excess of 
appropriation 

Obligations in 
excess of 
allotments 

Obligations in 
excess of an 
administrative 
limitation* 

The memorandum from the Deputy Secretary of Defense states that appropriate 
corrective and disciplinary actions have been taken. Disciplinary action 
consisted of written and oral reprimands. 

* We have asked the Department of Defense to consider increasing the 
administrative limitation for incidental improvements per family housing 
dwelling units to a higher level of fund control. 
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Several months ago we approved a revised fund control regulation for 
the Department of Defense. The revised regulation includes new 
emphasis on prompt reporting. The Defense Department has conducted 
an intensive investigation within DOD to identify all possible 
Antideficiency Act violations. Because of this effort, numerous 
cases are being thoroughly reviewed and investigated, and may result 
in the identification of past violations of R.S. 3679. Hopefully, 
recent and future violations will be reported in a timely manner. 

In view of the revised fund control regulation and the disciplinary 
and corrective actions taken within the Department, we do not 
recommend further action at this time. 

Copies of the Defense reports have been sent to the President of the 
Senate and the Speaker of the House of Representatives. 

Attachments 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUN- 4 1979 

THE PRESIDENT 

John P. White 
Deputy Director (Signed ) John P. White 

Report of the Deputy Secretary of Defense 
on violations of section 3679 of the 
Revised Statutes, as ·amended 

There is attached a memorandum dated January 13, 1979, from the 
Deputy Secretary of Defense reporting to you� as required by law, 
violations of subsections (a) and ( h ) of section 3679 of the Revised 
Statutes, as amended (31 U.S.C. 665), commonly known as the 
Antideficiency Act. 

Five reports of violations are transmitted. One violation appeared 
to have been caused by willful actions. The case was referred to 
the United States Attorney for Nevada and to the Department of 
Justice for review; however, the decision was made not to prosecute. 
The other four cases do not appear to have been willful, but 
resulted from a misunderstanding of or a failure to comply with 
regulations. The reported violations are as follows • 



Appropriation Title and 
Fiscal Year 

Family housing, Defense 
1977 

Operation and maintenance, 
Navy, 1976/ 
Transition Quarter 
1977 

Court of Military Appeals, 
Defense, 1976/ 
Transition 

Quarter 

Operation and maintenance, 
Navy, 1974 

1975 

Family housing, 
Defense, 1976 

Fiscal Year 
Violation 
Occurred 

1977 

1976 
1977 

1976 
Transition 

Quarter 

1974 
1975 

1976 

Amount 

$4,201,143.96 

540,008.78 
8,201.00 

$548,209.78 

$30,139.51 

37,858.42 
$67,997.93 

$11,317.30 
$21,666.56 
$32,983.86 

$607.89 

Type of 
Violation 

Obligations in 
excess of an 
allotment/ 
commitments in 
violation of 
agency fund 
control system 

2 

Obligations and 
expenditures in 
excess of a 
statutory 
limitation 

Obligations and 
expenditures 
in excess of 
appropriation 

Obligations in 
excess of 
allotments 

Obligations in 
excess of an 
administrative 
limitation* 

The memorandum from the Deputy Secretary of Defense states that appropriate 
corrective and disciplinary actions have been taken. Disciplinary action 
consisted of written and oral reprimands. 

* We have asked the Department of Defense to consider increasing the 
administrative limitation for incidental improvements per family housing 
dwelling units to a higher level of fund control. 
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Several months ago we approved a revised fund control regulation for 
the Department of Defense. The revised regulation includes new 
emphasis on prompt reporting. The Defense Department has conducted 
an intensive investigation within DOD to identify all possible 
Antideficiency Act violations. Because of this effort, numerous 
cases are being thoroughly reviewed and investigated, and may result 
in the identification of past violations of R.S. 3679. Hopefully, 
recent and future violations will be reported in a timely manner. 

In view of the revised fund control regulation and the disciplinary 
and corrective actions taken within the Department, we do not 
recommend further action at this time. 

Copies of the Defense reports have been sent to the President of the 
Senate and the Speaker of the House of Representatives. 

Attachments 

-·-· 
. - , -



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUN- 4 1979 

THE P RESIDENT 

John P. White 

Deputy Director (Signed) John P. White 

Report of the Deputy Secretary of Defense 

on violations of section 3679 of the 

Revised Statutes, as amended 

There is attached a memorandum dated January 13, 1979, from the 

Deputy Secretary of Defense reporting to you, as required by law, 

violations of sub sections (a ) and ( h ) of section 3679 of the Revised­

Statutes, as amended (31 U.S.C. 665), commonly known as the 

A ntideficiency Act. 

Five reports of violations are transmitted. One violation appeared 
to have been caused by willful actions. The case was referred to 

the U nited States Attorney for Nevada and to the Department of 

Justice for review; however, the decision was made not to prosecute. 

The other four cases do not appear to have been willful, but 
resulted from a misunderstanding of or a failure to comply with 

regulations. The reported violations are as follows. 



-.. 

------ . 

Appropriation Title and 
Fiscal Year 

Family housing, Defense 
1977 

Operation and maintenance, 
Navy, 1976/ 
Transition Quarter 
1977 

Court of Military Appeals, 
Defense, 1976/ 
Transition 

Quarter 

Operation and maintenance, 
Navy, 1974 

1975 

Family housing, 
Defense, 1976 

Fiscal Year 
Violation 
Occurred 

1977 

1976 
1977 

1976 
Transition 

Quarter 

1974 
1975 

1976 

Amount 

$4,201,143.96 

540,008.78 
8,201.00 

$548,209.78 

$30,139.51 

37,858.42 
$67,997.93 

.$11,317.30 
$21,666.56 
$32,983.86 

$607.89 

Type of 
Violation 

Obligations in 
excess of an 
allotment/ 
commitments in 
violation of 
agency fund 
control system 

2 

Obligations and 
expenditures in 
excess of a 
statutory 
limitation 

obligations and 
expenditures 
in excess of 
appropriation 

Obligations in 
excess of 
allotments 

Obligations in 
excess of an 
administrative 
limitation* 

The memorandum from the Deputy Secretary of Defense states that appropriate 
corrective and disciplinary actions have been taken. Disciplinary action 
consisted of written and oral reprimands. 

* We have asked the Department of Defense to consider increasing the 
administrative limitation for incidental improvements per family housing 
dwelling units to a higher level of fund control. 
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Several months ago we approved a revised fund control regulation for 

the Department of Defense. The revised regulation includes new 
emphasis on prompt reporting. The Defense Department has conducted 

an intensive investigation within DOD to identify all possible 

Antideficiency Act violations. Because of this effort, numerous 

cases are being thoroughly review ed and investigated, and may result 

in the identification of past violations of R.S. 3679. Hopefully, 

recent and future violations will be reported in a timely manner. 

In view of the revised fund control regulation and the disciplinary 

and corrective actions taken within the Department, we do not 

recommend further action at this time. 

Copies of the Defense reports have been sent to the President of the 

Senate and the Speaker of the House of Representatives. 

Attachments 

. -·' -- -�- .... ::.::. ·.: 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

.JUN- 4 1979 

THE PRESIDENT 

John P;. White 
Deputy Director(Signed) John P. White 

Report of the Deputy Secretary of Defense 
on violations of section 3679 of the 
Revised Statutes, as amended 

There is attached a memorandum dated January 13, 1979, from the 
Deputy Secretary of Defense reporting to you, as required by law, 
violations of sub sections (a) and (h) of section 3679 of the Revised 
Statutes, as amended (31 U.S.C. 665), commonly known as the 
A ntideficiency Act. 

Five reports of violations are transmitted. One violation appeared 
to have been caused by willful actions. The case was referred to 
the U nited States Attorney for Nevada and to the Department of 
Justice for review; however, the decision was made not to prosecute. 
The other four cases do not appear to have been willful, but 
resulted from a misunderstanding of or a failure to comply with 
regulations. The reported violations are as follows. 
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Appropriation Title and 
Fiscal Year 

Family housing, Defense 
1977 

Operation and maintenance, 
Navy, 1976/ 
Transition Quarter 
1977· 

Court of Military Appeals, 
Defense, 1976/ 
Transition 

Quarter 

Operation and maintenance, 
Navy, 1974 

1975 

Family housing, 
Defense, 1976 

Fiscal Year 
Violation 
Occurred 

1977 

1976 
1977 

1976 
Transition 

Quarter 

1974 
1975 

1976 

Amount 

$4,201,143.96 

540,008.78 
8,201.00 

$548,209.78 

$30,139.51 

37,858.42 
$67,997.93 

$11,317.30 
$21,666.56 
$32,983.86 

$607.89 

Type of 
Violation 

Obligations in 
excess of an 
allotment/ 

. commitments in 
violation of 
agency fund 
control system 

2 

Obligations and 
expenditures in 
excess of a 
statutory 
limitation 

ObligatioM and 
expenditures 
in excess of 
appropriation 

Obligations in 
excess of 
allotments 

Obligations in 
excess of an 
administrative 
limitation* 

The memorandum from the Deputy Secretary of Defense states that appropriate 
corrective and disciplinary actions have been taken. Disciplinary action 
consisted of written and oral reprimands. 

* We have asked the Department of Defense to consider increasing the 
administrative limitation for incidental improvements per family housing 
dwelling units to a higher level of fund control. 
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Several months ago we approved a revised fund control regulation for 
the Department of Defense. The revised regulation includes new 
emphasis on prompt reporting. The Defense Department has conducted 

an intensive investigation within DOD to identify all possible 

Antideficiency Act violations. Because of this effort, numerous 
cases are being thoroughly reviewed and investigated, and may result 

in the identification of past violations of R.S. 3679. Hopefully, 
recent and future violations will be reported in a timely manner. 

In view of the revised fund control regulation and the disciplinary 

and corrective actions taken within the Department, we do not 

recommend further action at this time. 

Copies of the Defense reports have been sent to the President of the 

Senate and the Speaker of the House of Representatives. 

Attachments 

:. __ •r 

. .  · . . . . 
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MEM ORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

.JON 4 1979 

THE PRESIDENT 

John P. White 
Deputy Directo�Signed) John P. White 

Report of the Deputy Secretary of Defense 
on violations of section 3679 of the 
Revised Statutes, as amended 

There is attached a memorandum dated January 13, 1979, from the 
Deputy Secretary of Defense reporting to you, as required by law, 
violations of sub sections (a) and (h) of section 3679 of the Revised 
Statutes, as amended (31 U.S.C. 665), commonly known as the 
A ntideficiency Act. 

Five reports of violations are transmitted. One violation appeared 
to have been caused by willful actions. The case was referred to 
the U nited States Attorney for Nevada and to the Department of 
Justice for review; however� the decision was made not to prosecute. 
The other four cases do not appear to have been willful, but 
resulted from a misunderstanding of or a failure to comply w ith 
regulations. The reported violations are as follows. 



Appropriation Title and 
Fiscal Year 

Family housing, Defense 
1977 

Operation and maintenance, 
Navy, 1976/ 
Transition Quarter 
1977 

Court of Military Appeals, 
Defense, 1976/ 
Transition 

Quarter 

Operation and maintenance, 
Navy, 1974 

1975 

Family housing, 
Defense, 1976 

Fiscal Year 
Violation 
Occurred 

1977 

1976 
1977 

1976 
Transition 

Quarter 

1974 
1975 

1976 

Amount 

$4,201,143.96 

540,008.78 
8,201.00 

$548,209.78 

$30,139.51 

37,858.42 
$67,997.93 

$11,317.30 
$21,666.56 
$32,983.86 

$607.89 

Type of 
Violation 

Obligations in 
excess of an 
allotment/ 
commitments in 
violation of 
agency fund 
control system 

2 

Obligations and 
expenditures in 
excess of a 
statutory 
limitation 

Obligations and 
expenditures 
in excess of 
appropriation 

Obligations in 
excess of 
allotments 

Obligations in 
excess of an 
administrative 
limitation* 

The memorandum from the Deputy Secretary of Defense states that appropriate 
corrective and disciplinary actions have been taken. Disciplinary action 
consisted of written and oral reprimands. 

* We have asked the Department of Defense to consider increasing the 
administrative limitation for incidental improvements per family housing 
dwelling units to a higher level of fund control. 
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Several months ago we approved a revised fund control regulation for 

the Department of Defense. The revised regulation includes new 

emphasis on prompt reporting. The Defense Department has conducted 

an intensive investigation within DOD to identify all possible 

Antideficiency Act violations. Because of this effort, numerous 

cases are being thoroughly reviewed and investigated, and may result 

in the identification of past violations of R.S. 3679. Hopefully, 

recent and future violations will be reported in a timely manner. 

In view of the revised fund control regulation and the disciplinary 

and corrective actions taken within the Department, we do not 

recommend further action at this time. 

Copies of the Defense reports have been sent to the President of the 

Senate and the Speaker of the Ho use of Representatives. 

Attachments 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D.C. 20503 

11.1 4 1979 ,JUt\1 

·THE PRESIDENT 

John P. White 
Deputy Director (Signed) John P. Wh�te 

Report of the Deputy Secretary of Defense 
on violations of section 3679 of the 
Revised Statutes, as amended 

There is attached a memorandum dated January 13, 1979, from the' 
Deputy Secretary of Defense reporting to you, as required by law, 
violations of subsections (a) and (h) of section 3679 of the Revised 
Statutes, as amended (31 U.S.C. 665), commonly known as the 
A ntidefictency Act. 

Five reports of violations are transmitted. One violation .appeared 
to have been caused by willful actions. The case was referred to 
the United States Attorney for Nevada and to the Department of 
Justice f or review; however� the decision was made not to prosecute. 
The other four cases do not appear to have been willful, but 
resulted fr om a misunderstanding of or a failure to comply with 
regulations. The reported violations are as follows. 
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Appropriation Title and 
Fiscal Year 

Family housing, Defense 
1977 

Operation and maintenance, 
Navy, 1976/ 
Transition Quarter 
1977 

Court of Military Appeals, 
Defense, 1976/ 
Transition 

Quarter 

Operation and maintenance, 
Navy, 1974 

1975 

Family housing, 
Defense, 1976 

Fiscal Year 
Violation 
Occurred 

1977 

1976 
1977 

1976 
Transition 

Quarter 

1974 
1975 

1976 

Amount 

$4,201,143.96 

540,008.78 
8,201.00 

$548,209.78 

$30,139.51 

37,8 58.42 
$67,997.93 

$11,317.30 
$21,666.56 
$32,983.86 

$607.89 

Type of 
Violation 

Obligations in 
excess of an 
allotment/ 
commitments in 
violation of 
agency fund 
control system 

2 

Obligations and 
expenditures in 
excess of a 
statutory 
limitation 

ObligationS and 
expenditures 
in excess of 
appropriation 

Obligations in 
excess of 
allotments 

Obligations in 
excess of an 
administrative 
limitation* 

The memorandum from the Deputy Secretary of Defense states that appropriate 
corrective and disciplinary actions have been taken. Disciplinary action 
consisted of written and oral reprimands. 

* We have asked the Department of Defense to consider increasing the 
administrative limitation for incidental improvements per family housing 
dwelling units to a higher level of fund control. 
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Several months ago we approved a revised fund control regulation for 

the Department of Defense. The revised regulation includes new 

emphasis on prompt reporting. The Defense Department has conducted 

an intensive investigation within DOD to identify all possible 

Antideficiency Act violations. Because of this effort, numerous 

cases are being thoroughly reviewed and investigated, and may result 

in the identification of past violations of R.S. 3679. Hopefully, 

recent and future violations will be reported in a timely manner. 

In view of the revised fund control regulation and the disciplinary 

and corrective actions taken within the Department, we do not 

recommend further action
-

at this time. 

Copies of the Defense reports have been sent to the President of the 

Senate and the Speaker of the House of Representatives. 

Attachments 

· .· · · . ·  . 
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THE WHITE HOUSE 

WASHINGTON 

Date: May 30, 19 79 MEMORANDUM 

FOR ACTION: FOR INFORMATION: 

Frank Moore (Les Franci� }-no eornmt�t Stu Eizenstat 

.A" fol\ ('1\c.T � '1 fL e._-/ 

FROM: Rick Hutcheson, Staff Secretary 

SUBJECT: 

Other: 

Weaver memo: Re: Small Busines s Administration 
Legislative Status 

YOUR RESPONSE MUST BE DELIVERED 
TO THE STAFF SECRETARY BY: 

TIME: 12:00 

DAY: 

D 

__ Your comments 

STAFF RESPONSE: 

__ I concur. · __ No comment. 

Please note other comments below: 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a delay in submitting the required 
material, please telephone the Staff Secretary immediately. (Telephone, 7052) 

\ 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUN 1 1979 

MEMORANDUM F OR: 

FROM: 

SU BJECT: Small Business Administration Legislative Status 

We have a few comments on SBA Administrator Weaver•s May 29, 1979, 
memorandum to you concerning the current status of the SBA 
authorization bill which is expected to go to conference early next 
week. 

The SBA memo gives the overall impression that progress on obtaining 
a bill acceptable to the Administration has been quite good and that 
you can lo ok forward to signing the bill with pride. We take issue 
with that assessment and would point out that there are several 
tro ublesome areas in the Ho use and Senate versions of the SBA bill 
which need to be modified: 

--both versions of the SBA bill have gone beyond the 
arrangement originally discussed with the 
Administration so that interest rates at the Farmers 
Home Administration (FmHA}, as well as those at SBA , 
are affected. The fact that the bill expands coverage 
to FmHA serves to undermine one of the cardinal tests 
of eligibility for FmHA loans: the 11no credit elsewhere .. 
test. This test currently limits FmHA emergency lending 
to farm operators who are unable to obtain credit from 
other sources on reasonable (market) terms. The SBA bill 
would turn the credit elsewhere test on its head: even if 
an operator is able to obtain credit elsewhere, he becomes 
eligible for a FmHA loan at the cost of money to the 
Treasury plus one percent, thereby displacing private loans 
at market rates. Department of Agriculture management 
believes that no public interest is served by lending tax­
payers• money to operators who can just as well borrow from 
private or other lending institutions. 

--there are three other areas where changes are necessary 
before the bill could be termed acceptable to the 
Administration. Some of these objectionable provisions 
could drop out in conference, the Administration will 
continue to push for their elimination or revision in all 
contacts with the Hill. 



o Special Assistant to the President for Small 
Business. The Senate version of the SBA bill 
would create a Special Assistant to the President 
for Small Business. This provision would limit 
the President's discretion to structure his own 
immediate office and create a very undesirable 
precedent which might encourage establishment of 
similar positions for other interest groups. If 
enacted, it would be the first time in history, 
to our knowledge, that the President would be 
virtually required by law to employ a special 
assistant to represent a particular interest 
group. 

o Removal of requirement to pay interest on SBA 
disaster obligations. The House bill would free 
SBA of the requirement to pay interest to Treasury 
on Disaster Loan Fund obligations. This constitutes 
a form of back-door spending. For example, it would 
artifically reduce SBA's budget in this area by over 
$350 million in FY 1979 and transfer the cost to 
Treasury. 

o Expansion of SBA "Product Disaster" Loans. Both 
versions of the SBA bill broaden the scope of the 
Small.Business Administration's "product disaster" 
loan program. The amendment would expand current 
definitions so that firms unable to process or market 
products because of disease or toxicity arising from 
virtually any cause would become eligible for SBA 
loans. The bill would open up SBA loan eligibility 
to a whole host of potential product disasters 
created by Government bans. This would establish 
a costly precedent which we have long fought 
against--that is, that regulatory actions by the 
Federal Government to protect the general public 
health and safety or welfare, create compensable or 
other types of claims for private industry adversely 
affected by such regulation. 

T hese problems are being addressed in Conference and it is premature 
to anticipate the outcome of the final bill. 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

JUN· 1 1979 

f·1H:GRJ\NOut·1 FOR: THE PRESIDENT 

FR0f,1: John P. White (Signed) .John P. White 

SUBJECT: Small Business Administration Legislative Status 

We have a fe\'1 cor.tments on SBA Adr.linistrator L�eaver's t�ay 29, 1979, 
r;1emorandur,, to you concerning the current status of the SUA 
authorization bill which is expected to go to conference early next 
\'teek. 

The SBA rr.en1o gives the overall impression that progress on obtaining 
a bill acceptable to the Administration has been quite good and that 
you can look fon1ard to sisning the bill v1ith pride. \Je take issue · 

�'lith that assesswent and \�uld point out that there are several 
·troublesome areas in the House and Senate versions of the SBA uill 

which need to te modified: 

--both versions of the SBA bill have gone beyond the 
arrangement ori�inally discussed with the 
Adrr:ini strat ion so that interest rates at the Farl<iers 
Home Adr.linistration (FmHA), as well as those at Si3A, 
are affected. The fact that the bill ·expands cover·age 
to FrnHA serves to undcrnli ne one of the cardi rial tests 
of eligibility for FmH.'\ loans: the "no credit elseHhere" 
test. This test currently limits Fn;HA e11;ergency lending 
to far�1 operators who are unable to obtain credit from . 

other sources on reasonable (Qarket) terms. The SEA bill 
would turn the credit elsewhere test on its head: even if 
an operator is ab"le to obtain credit else\vherc, he bccor.ies 
eligible for a Fn;HA loan at the cost of r.·.oney to the 
Treasury plus one percent, thereby· displacing private loans 
at market rates. Department of Agriculture ,;;anagcment 
believes that no public interest is served by lending tax­
payers' fliOney to operators \!ho c.an just as uell borrmJ frolil 
private or other lending i nstitutions. 

--there are three other areas where changes are necessar y 
before the bill could be ten1ed acceptable to the 
Ad1.1inistration. Some of these ob,:icctionable provisions 
could drop out in conference, the Ad11iinistration Hill 
continue to push for their elimination or revision in all 
contacts vith the Hill. 

\" 



OFFICE OF THE ADMINISTRATOR 

MEMORANDUM FOR 

U.S. SMALL BUSINESS ADMINISTRATION 

WASHINGTON, D.C. 20416 

MAY2 .�1979 

The President 
The White House 

SMALL BUSINESS ADMINISTRATION LEGISLATIVE STATUS 

You vetoed last year's legislation, due to its major impact 
on the budget and other reasons. This spring has brought 
some of the worst flood and tornado situations in many years, 
particularly in Mississippi, Louisiana, Oklahoma, Texas, and 
North· Dakota. SBA's interest rate on disaster loans --
7-3/8 percent -- has brought many complaints and pressure to 
resolve the impasse between the Congress and your 
Administration. 

A fair, complex and carefully negotiated compromise on 
disaster assistance now has passed both the Senate and the 
House. 

Floor efforts to reduce interest rates further were beaten 
back, thanks to the help of Senators Stennis and Muskie, and 
Congressman Giaimo. The compromise was generally praised as 
a package which would allow the Federal Government to help 
those citizens struck by disasters in a responsible and 
compassionate way. Farm disaster lending in largest part is 
returned to FmHA where it belongs; farms and businesses are 
treated equally; interest rates are 3 percent on homes; 5 
percent for farms or businesses without "credit elsewhere" 
and cost of money (about 9 percent) for those with potential 
for such credit. 

The House also included Asian-Americans among listed 
minority businesses, a strong issue in California. 

Conferees will meet soon and we believe that you will have a 
Bill you can approve with pride as a responsible, com� 
passionate step and as an act of solid cooperation with the 
Congress. 

A. Vernon Weaver 
Administrator 



o Special Assistant to the President for Small 
Business. The Senate version of the SBA bi 11 

would create a Special Assistant to the President 
for Small Business. This provision �Jould limit 
the President•s discretion to structure his own 
immediate office and create a very undesirable 
precedent which might encourage establishment of 
similar positions for other interest groups. If 
enacted, it would be the first time in history, 
to our knowledge, that the President \'Jould be 
virtually required by la\tt to employ a special 
assistant to represent a particular interest 
group. 

o Removal· bf requirement to pay interest on SBA 
disaster obligations. The House bill would free 
SBA of the requirement to pay interest to Treasury 
on Disaster Loan Fund obligations. This constitutes 
a form of back-door spending. For example, it would 
artifically reduce SBA1s budget in this area by over 
$350 rni 11 ion in FY 1979 and transfer the cost to 
Treasury. 

o Expansion of SBA "Product Disaster" Loans. Both 
verSions of the SBA bill broaden the scope of the 
Small Business Administration • s 11product disaster .. 
loan program. The amendment \'JOuld expand current 
definitions so that firms unable to protess or market 
products because of disease or toxicity arising from 
virtually any cause \'muld become eligible for SBA 
loans. The bill \'/Ould open up SBA loan eligibility 
to a whole host of potential product disasters 
created ·by Governri1ent bans. This \-Jould establish 
a costly precedent \·lhich \tie have long fought 
against--that is, that regulatory actions by the 
Federal Government to protect the general public 
health and safety or \·Jelfare, create compensable or 
other types of claims for private industry adversely 
affected by such regulation. 

These problems are being addressed in Conference and it 'is premature 
to anticipate the outcome of the final bill. 
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THE WHITE HOUSE 

WASHINGTON 

.May 30, 1979 

MEMJRANDUM FOR THE PRESIDENT 

FROM: ANNE WEXLER 

Fbr your information 
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FOR: 

FROM: 
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. : .. · 

May 25, 1979 

MEMORANDUM 

Anne Wexler 

Harry McPherson � 

I think it's about time for a state-of-the-union 
speech. The President's image, and his positions on many 
issues, are becoming blurred. It is one thing to call atten­
tion to the ambiguities and ambivalences that are inherent in 
most problems we face; as a rule people acknowledge them and 
don't mind the President doing so. It is another to veer back 
and forth because of political pressures. That blurs the image 
of a straightforward, inner-directed leader. 

· 

I f  I were advising the President, I would suggest that 
he secure time on all three networks in order to lay out his 
position on the following: 

Energy, including supply and price 

SALT II 

Rhodesia 

Panama, if still unresolved 

The Middle East, including the Palestinian issue 

The economy, including inflation and recession 
or pause, and the Federal budget 

De-regulation of surface transportation 

I list these in no particular order of preference. 

I know the conventional wisdom is not to lump a lot of 
things together like this, and run the risk of boring the devil 
out of potential voters. But each is a present or future conun­
drum, on which the country wants and needs guidance. The Presi­
dent should make a definitive effort to provide it by dealing 
with all of them. 

I would further urge him to be clear, candid, and 
forceful -- in short.to take risks that what he says may prove 
wrong or unpopular. The need is for sharpening the focus. 

--- --�---------



MEMORANDUH FUR: 

FROM: 

SUBJECI': 

THE DEPUTY ATTORNEY GENERAL 

WASHINGTON, D.C. 20530 

June 1, 1979 

The President 

Benjamin R. Civiletti 0-l\e, 
Deputy Attorney Genera� 

Report on the Investigation of 
the Killing of Judge Wood 

Today' s FBI report indicates there are several very 

premising leads which have been developed in the above _ 

investigation and that the FBI and the other relevant 

law enforcement agencies are devoting max:imurn effort to 

the investigation. The brief FBI report is attached. 



MURDER OF JOHN H. WOOD, JR.· 
UNITED STATES DISTRICT COURT JUDGE 

SAN�TONIO TEXAS 
MAY , ,�79 
...l�\ 

On May 29, 1979, at approximately 8:35 a.m., Judge 
Wood was shot and killed while standing beside his automobile 
in front of his residence. For sometime prior to this event 
Judge Wood had been handling numerous trials involving narco­
tics offenders in Texas. 

The autopsy report revealed Judge Wood had been 
struck with one bullet, probably fired from a high-powered 
rifle due to the damage it causeq. The bullet blew away 
approximately 2� to 3 inches of Judge Wood's spine and also 
hit his aorta, lungs, and liver. It is presumed he was dead 
by the time he fell to the ground. 

FBI Laboratory examination of the bullet indicates 
it is a .243 caliber (6 millimeter) copper jacketed bullet 
fired from a barrel rifled with 6 grooves. This diameter 
bullet is loaded into .243 Winchester caliber, .244 Remmington 
caliber, .240 Weatherby magnum caliber and 6 millimeter 
International rifle cartridges. The manufacturer of the bullet 
has not been determined. However, it probably originated from an 
80 to 105 grain soft pointed or hollow point bullet. No 
pattern of gun'powder or gun powder residue were detected 
around the bullet hole in the middle back area of Judge Wood's 
jacket. Therefore, no muzzle to victim distance determination 
is possible. 

The FBI immediately instituted a massive investigation 
to identify the person or persons responsible for this crime. 
No eyewitnesses to the shooting have been found, but indivi­
duals have been located who saw Judge Wood as he was struck 
and fell to. the ground. The descriptions provided by these 
persons of what they saw do not agree with one another and none 
of them state they saw assailant, a weapon, or a vehicle. 

On November 21, 1978, attempt was made to murder 
Assistant United States Attorney (AUSA) James W. Kerr, Jr., 
San Antonio, Texas. AUSA Kerr has been actively prosecuting 
a number of narcotics offenders in the Western District of 
Texas. Preliminary investigation suggests the attempt on AUSA 
Kerr's life and the murder of Judge Wood are related incidents 
in a continuing scheme of retaliation by narcotics traffickers. 
Various members of the Bandidos Motorcycle Club are suspects 
in both incidents. The Bandidos Motorcycle Club is a notorious 



outlaw organization allegedly involved in murder, robbery, bur­
glary, and drug trafficking. The Bandidos Motorcycle Club is 
believed to be the principal conduit for importing Cocaine into 
the United States from Mexico. 

Various witnesses who live in the apartment 
complex area where Judge Wood resided have furnished informa­
tion for artist's conception drawings of individuals they saw 
in the area shortly before the shooting. They have described 
these persons as unsavory looking individuals who did not appear 
to belong in the neighborhood on legitimate business. These 
witnesses have also furnished information regarding vehicles 
which may be involved in this matter. 

The FBI has designated this matter a major case special 
and it is receiving top priority attention in every field office. 
The Director of the Texas Department of Public Safety has made 
available the full services of his agency to the FBI and this 
matter is being exhaustively investigated through close coopera­
tion with numerous city, county, state, and Federal agencies. 



THE WHITE HOUSE 

WASHINGTON 

May 30, 1979 

J.VlEM)RANDUM FOR THE PRESIDENT 

FROM: ANNE WEXLER 

For your information 

Attachment 

GM cx:::mrrent on decision by 
Federal Judge Harrington Parker 



GM 
May 31, 1979 ..... 

TO 
The Honorable Anne Wexler 
Assistant to the President 
The White House 

We have received numerous 
requests from the media for comments 
about the court action today on a 
part of the anti-inflation program. 
I thought you w ould like to see our 
statement (attached) which reiterates 
support for �:�am. 

Attachment 



.. 

. . 

<.·· _ _,· 

I 

f 
I May 31, 1979 

Thcmas A. Murphy statement in response to news media queries asking for GM 

cx:mnent an the decision by Federal Judge Harrington Parker in Washington 
today that eoonanic sanctions used by the carter Administration to enforce 
its wage-price guidelines are moonsti tutional: 

General MJtors will oontinue to support the President 1 s anti-inflation 

program. OUr sup:I;Ort of the program has been based on the nation 1 s desperate 

need to oontrol inflation and not on the threat of goverrnnental eoonanic 

sanctions. We will oontinue to urge all Arrericans - industry, labor and 

the public-at-large -- to SupfX)rt all aspects of the anti-inflation program 

including fiscal and nonetary restraint, el.imination of excess regulations, 

as well as Voluntary Wage-Price standards. 
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THE SECRETARY OF THE TREASURY 
WASHINGTON 20220 

June 5, 1979 

"MEMORANDUM FOR THE PRES !DENT l: -

Subject: U.S. I German Cooperation on Exchange Market 
Policy 

Tony Solomon mentioned to you at your'nieeting 
German resistance to allowing the U.S. to get a 
reasonable share of Deutschemarks the Bundesbank 
purchases in operations to suppqrt· the DM rate ·against 
the dollar. 

I am pleased to report that Tony has worked out 
a deal under which we and the Germans �ill:. split, on 
a fifty-fifty basis, our DM purchases 1n our 
respective markets. The bulk of DMidollar activity 
is normally in the German market, and this agreement 
should accelerate U.S. acquisition of DM when the 
dollar is strong. The sharing arrangement will hold 
at least until we have fully restored all the·DM 
resources we have used since November 1 .  We will be 
exploring with the Germans possible arrangements for 
acquiring further DM balances after our position is 
fully restored. 

W. Michael Blumenthal 
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Stu Ei zen�; ta �� 
Alfred Eahn 

The 
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attached was returned in 
President's outbox today 

and js forwarded to yGu for 
appropriate handling. 

Rick Hu-tcheson 
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THE WHITE HOUSE 

WASHINGTON 

June 1, 1979 

MEMORANDUM FOR THE PRESIDENT 

FROM: ALFRED E. KAHN 

SUBJECT: Short-term anti-inflation strategy 

The adverse decision by the Federal District Court on the 
legality of our use of procurement to support the standards 
calls for an immediate c.onsideratioh of what we do next. 
Your meeting this weekend with Congressional leaders pro­
vides, I think, an opportunity for you to explore the various 
possibilities, especially since-one obvious possibility is 
to go to Congress for this authority, and possibly for other 
things. 

I realize that the memo you read last weekend from Mike and 
Charli� -- which I approved -- ends up essentially dismissing 
all possible short-term actions, except for some adjustments 
of the standards for the next year. I feel, however, we 
have inadequately explored both among ourselves and with you 
the possibility -- and I suspect the urgent necessity -- of 
some dramatic shorter term actions. 

The urgent need was there even before yesterday's decision: 
the wage standards particularly were and are in imminent 
danger of collapsing anyhow. I won't bother to repeat all 
the reasons; you already know them. 

We think' there is at least a fighting chance that the program 
can be salvaged by a set of bold actions that might reverse 
the present national mood; and that you should have a fuller 
opportunity to consider them than you have had so far. 

This memorandum lists for you a number of such possibilities, 
all of them, I think, worth seriously considering. 

I have not had an opportunity to explore these ideas with 
EPG, and I wjll do so. I have discussed them generally with 
Stu, and he agrees that I should give you an opportunity to 
think about them and explore them with the Congressional 
leaders. 

!Eiectrot:�tatfc Cct»)' M®d® 

for Prer;�evstlon P=.!!;opc� 

·, . 



.• 

.: .. ::):··f.r�· � ·. 
··:;; 

: .. ::.�:!· ... 

- 2 - ·� 

Many of the suggestions I am going to make will involve the 
Congress. I am persuaded this is extremely desirable. We 
need Congressional help to strengthen the program. The 
President cannot carry all of this load alone. Even if 
Congress fails to act, !•think you will be better off for 
having challenged them to participate actively in helping 
to frame the entire anti-inflation program, rather than 
merely pick up isolated pieces of it. 

A. Strengthening the Standards 

�; 1. 

2. 

A bill to deny Federal financial benefits -- con­
tracts, grants, loans and loan guarantees and (I 
am much less confident of the feasibility or desir­
ability of this one) tax expenditures -- to companies 
and State and local governments who violate the wage­
price guidelines. 

Such a bill could also include a formal procedure 
for CWPS developing and Congress ratifying the 
standards. For example, CWPS might be required 
to conduct open, public hearings before promulgating 
preliminary standards, and these might go into effect 
at the end of a 30-day period unless, by Joint Reso­
lution, Congress instructed you to amend them. 

Because the President must sign a joint resolution, 
you would be in a position to veto unacceptable 
amendments. This suggested procedure strikes a 
delicate balance. On the one hand, it is unlikely 
that Congress would grant powerful enforcement tools 
for standards it had no part in writing. And there 
is no doubt that Congressionally ratified guidelines 
would carry more weight. On the other hand, Congress 
is ill-equipped to write detailed standards. The 
mechanism I suggest would get Congress into the act, 
yet leave the detailed drafting to CWPS, while 
leaving veto power (subject to overriding, of course, 
by a 2/3 vote) in your hands. 

3. Pre-notification of wage and price actions for 90-day 
suspend and delay authority, as proposed by Senator 
Stevenson and others. This legislation would require 
businesses to notify CWPS in advance of wage and 
price actions they intend to take and give you the 
authority to suspend or delay major ones for up to 
90 days. 

. . .  

Electrostatic Cc�y M®de 

for Preservation PCAvpoeea 

.:. 
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Our experience with the current program suggests 
that notification of planned price actions might 
be a useful means of promoting consultation before 
the Council is pre�ented with a fait accompli. 
Such consultation would reduce the confusion and 
conflict over interpretations of the standards. 
On the pay side the threat of a ninety-day delay 
might simply lead to an escalation of the total pay 
demand; but the direct focus of public attention, 
associated with an action to delay implementation, 
would �ntensify the pressure to comply. 

Mandatory wage and price controls. I continue to 
bel1eve the costs of these outweigh the benefits. 
But I must confess we have no policy to suggest that 
is guaranteed to hold large union wage demands in 
check over the next year. Controls must therefore 
be considered, and they had better be considered 
now, rather than after a pattern of high settlements 
is established. 

A revised, simplified and more tightly capped version 
of Real Wage Insurance, perhaps with a coinsurance 
feature (e.g., benefits to be paid only to compensate 

·for CPI increases above 8%}. 

Energy Policy 

As I pointed out in my May 23 memorandum on Long Range 
Anti-inflation Policy, the need for decisive action here 
is of the greatest urgency. The inflation and energy 
problems are intertwined in the public mind. Energy 
has replaced food as our most serious source of inflation. 
Action in the energy area would therefore also help to 
create a public attitude that is receptive to pay and 
price restraint. 

Solutions to the inflation and energy problems are 
currently seen as inherently in coriflict with one another, 
as we seek to reduce demand for imported oil while hold­
ing down energy price increases. They need not be so 
viewed. A policy to cut our demands for foreign oil 
could be consistent with your anti-inflation objectives 
in two ways. First, it would strengthen the dollar and 
reduce import prices. Second, it would contribute to 
heading off future OPEC price increase� which are becoming 
monthly events. 

!Eiectrosta�tlc Copy Made 

for PrsaewstBow Purposes 

· . .. .  ·. 

· · · . \  
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Price controls are ineffectual and counterproductive 
in dealing with such a threat. Spot prices for crude 
oil can be reduced only by lowering demand or finding 
a means to force OPEC to expand supply. 

. . 

The only way I can see of confronting this dilemma, 
as I suggested in the May 23 memorandum, is to confront 
OPEC -- although, if stated in terms of restraining our 
own demands, the confrontation need not be interpreted 
as hostile. Such an effort might consist of three 
parts: (a) creation of a single government entity to 
purchase ali imported oil; (b) a fixed physical limit 
on imports of oil, gradually reduced over time; and 
(c) mandatory consumption restraints. Congress did 

reject standby rationing last month; but the issue is 
taking on additional immediacy and the American people 
might even welcome rationing (with the ration coupons 
saleable, of course) if it were sold as part of a bold 
plan to regain control of our energy destiny and lick 
inflation. 

A much closer approach to a balanced budget, along with 
relaxat1on of monetary policy. The Blumenthal memorandum 
convincingly explains why we all agree further drastic 
tightening of monetary or fiscal policies would probably 
be too painful and inefficient a way of combating 
inflation. What it does not adequately consider, I 
think, is the possible (I think actual) desirability of 
of a· shift in the mix of monetary and fiscal policy. 

The objective of this proposal would be not to add to over­
all restraint but to shift towards a more restrictive 
fiscal policy offset by an easing of monetary policy. 
The aggregate demand and employment effects of a tighter 
budget can be minimized by easing monetary policy to 
stimulate private sector demand. 

An announcement of a revised 1980 budget that is balanced 
(or nearly balanced) would sharply alter public expecta­

tions. Despite our belief that the deficit is not a 
major factor in the current inflation, the public believes 
otherwise. Reducing the deficit, therefore, would reduce 
the public's inflationary expectations, and this could in 
turn significantly dampen inflation. In any event, in 
the presence of the deficit, the public does not find 
government requests for private sector restraint credible. 

' ..... 
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I can think of no more dramatic demonstration of a 
resolve to control inflation. 

The resulting shift in the monetary-fiscal policy mix 
is also inherently d�sirable on anti-inflationary 
grounds. Our response so far to an unanticipatedly 
strong economy has been monetary restraint and fiscal 
ease -- precisely the opposite of what is required for 
an economy with capacity shortages and poor productivity 
growth .. Moreover, the public b�lieves -- with some 
justification -- that the high interest rates accompanying 
monetary· restraint are inflationary. 

It may be possible to achieve dramatic cuts in the 1980 
budget by (a) incorporating a more realistic inflation 
estimate in the revenue projections; (b) a lower estimate 
of debt financing costs, because of the easing of monetary 
policy; (c) revenue sharing; and (d) postponing defense 
spending and other outlays (such as the highway program} 
for a few months, with consequent reductions in 1980 
budget costs. This could, I am informed, be done without 
seriously disrupting the �ffected program. 

Some of these gains may be temporary, but there should 
be sufficient room in the 1981 budget to absorb the 
rebound of spending for these programs. Even if not 
all of these actions are adopted for the 1980 budget, 
the impact on public expectations of your proposing a 
balanced budget should be very salutary. 

D. Productivity 

The slowdown in productivity growth is the fundamental 
cause of the fall in real wages that we have been 
experiencing. As I observed in my May 23 memorandum, 
one respectable criticism of our present program is 
that it insufficiently confronts the productivity problem, 
even though it is a long-run one. (Of course regulatory 
reform and reducing inflation itself are two of the 
most important ways of doing this.} But, while govern­
ment policy cannot bring about a substantial short-term 
improvement, it is none too soon to make a credible 
beginning. My previous proposal for reversing 
the mix of fiscal/monetary policy would be directed to 
this end. In addition, I would suggest your proposing 
tax incentives to encourage capit�l formation and 
increasing funding for rese�rch and development. Funds 
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for increased ,_tax incentives are not available in 1980, 

but .a· proposal .for inclusion· in the January budget 
package could. be annc;mnced now. 

Although. Cqngress-was unreceptive_to legislation along 
these ·lines last .year, th� p:roduc1:ivity .issue h?ts 
recently. received. increased public and .. Congressional 
attention • .  Organized. labor might al.so support such 
ef�oits:if the. f6cus we�e on direct investment incentives 
rather than reductions in the corporate tax rate; and 
if-, as I proposed· in my May 2-3 memo, you were to announce 
your intention to give prominerice.also to attacks on 
the chronic prob�erri of structu�ral unemployment. I 

don't see how one can deriy the importance of continued 
efforts along these lines as part of any long�term 
productivity program, and. of an anti-inflation program 
that is going to have to involve macroeconomic restraints, 
with their l.nescapab�e threat of slowing the march 
toward reduced unemployment. 
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NOTE TO 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

June 2, 1979 

THE PRESIDENT 

STU EIZENSTAT � 
FRED KAHN 

Anti-Inflation Legislation 

Fred and I have sent the attached 
memo to the EPG Steering Group. 
As you can see, we expect to be 
able to give you recommendations 
on how to toughen the anti-iriflation 
program before you leave for Vienna. 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

--

THE WHITE HOUSE 

WASHINGTON 

June 2, 1979 

• 

THE EPG STEERING GROUP 

STU EIZENS��� 
FRED KAHN � -

Anti-Inflation Legislation 

The court decision eliminating the sanction is a potentially 
fatal setback not just because (assuming no reversal) the 
major threat behind the guidelines has now been removed 
but because the entire anti-inflation program is now al­
most universally seen as all but officially dead. 

That is so since the general public, as well as most 
public opinion leaders, have viewed the guidelines as 
the entire anti-inflation program and the guidelines are 
now viewed as totally without bite. Changing that per­
ception at this late date is impossible. The fact that 
the sanction was never officially used, or that public 
approbation has been the real sanction, or that the 
guidelines themselves are-unaffected by the court decision, 
simply falls on deaf ears. 

Unless we act almost immediately to counter the public's 
current perception of our anti-inflation effort, our 
options in fighting inflation will shortly be narrowed 
to the ones we regard as unacceptable. I think the public, 
as well as the Congress and other opinion leaders, expect 
us to take bold actiQD now. With inflation running at 
an annual rate of 12-14%, and in light of Judge Parker's 
opinion, they truthfully could have no other expectation. 

In that sense, the court's decision should be seized 
by us as an opportunity to do a number of things we have 
not previously been able or willing to do (in part because 
of the lack of public and Congressional support) . I attach 
Leonard Silk's piece on this same point. I firmly believe 
we now have·the opportunity to mobilize public and 
Congressional support behind bolder, tougher approaches. 

�lectrcstatlc Ccpy Made 
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Moreover, the Congress has refused to share responsibility 
for fighting inflation with us. The program suggested here 
could require them to do so, share the responsibility (or 
if the legislation fails permit us to share some blame for 
inflation by pointing to this package), and make it clear 
to the American peop1e we are not devoid of ideas. I 
suggest we explore the following initiatives and prepare 
recommendations for review by the President by the end of 
this coming week: 

o Legislation to overturn the court's decision (such 
legislation might be limited to just granting us 
the procurement sanction.) 

o Legislation providing sanctions for violations of the 
guidelines by all recipients of federal funds (grants, 
loans, contracts), and possibly certain tax expenditures � ? 
as well. 

o Legislation-granting COWPS the authority to demand 
pre-notification of price increases. 

o Legislation granting COWPS "suspend and delay" authority 
for collective bargaining agreements exceeding our 
guidelines. (This may be unfeasible and underproductive). 

o Tax or other incentives to encourage increased �A'� jc.�JILd� 
productivity. [14-H'/ 11/'�d YH�c� � 

�4ch"......_ 
o A revised real wage insurance proposal. 

o Revising the wage and price guidelines in a way that 
makes them tougher and more understandable to the 
public. 

My list is certainly not exhaustive. We cannot delay our 
review, for I think we have an obligation to make recom­
mendations to the President before he leaves for Vienna. 

I suggest that we begin almost daily meetings among our­
selves, with simultaneous staff work being done at the 
deputies level, this week. 
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Carter Opti()ns 
On Inflation·· 

·

T
HE decision of United States· District Judge 
Barrington D. Parker that President Carter 
had overstepped his constitutional powers by 

using economic sanctions to !'!nforce his wage-price 
guidelines confronts the President with the necessity 
of deciding how to rescue his foundering anti-infla­
tion program. 

The Administration has, of course, the right to ap-." 
peal, and the CoWlcil on Wage and Price Stability has 
said that It would appeal. But that Is a long process, 
and at its end, the the .Presldent may still confront 
the strong possibility that his use of legal sanctions 
will be declared unconstitutional. 

In the post-Watergate climate of legal and popular 
opinion, the chances would seem slim that higher. 

� courts would reverse a judgment of extralegal use of 
Presidential power. 

• . . • _ .. ,_. ; 

•.On the assumption that he wishes to avoid a long 
period of uncertainty at a time when the economy Is 
already .in trouble, . with double-digit inflation a 
present reality and recession a clear and present 
danger, Mr. Carter would have to decide what kind of 
anti-inflation program he wants to replace the one 
that has just been shot down. 

Essentially, he has two ways to go: toward a truly 
volWltary program that the courts would not upset or 
toward a mandatory program that he would ask Con-
gress to legislate. . 

Obviously, the President would be In better shape 
to carry through a voluntary program If he had not 
threatened in the first place to cancei' government 
contracts of companies that were not "in compli­
ance," as the Administration has chQ_sen to say, with 
the guidelines. · 

Thus far, he has chosen to leave the job of enforc-

'\ . 

.. . f�rr1.. J i :-·�·tl:;.··, .. . · .. .. t� . ; ·;.· ·, . .  

· lric'omes· policy :than he has, already had. This need 
not mean a progr

.
am of acros�-the-board mandatory ·· . . . wage and price controls, with extra controls on rents, 

Interest or other inc�111es sl�pped on for good meas- < 

'.-:-'; ure. ; : ; . . ... _ ' . ' --''·' . .. . . . ' 
. . · The words "mandatory" and "comprehensive" �:r��� :.,;::'are not synonymous. Mr. C�rter coul� ask Congress 
.' �o give him whatever legal. sanctions he thought ap­

, proprlate to get the kind of firm but flexible Incomes 
·· policy he thought most desirable. ,;. 

.. . . 

· He could ask for the right not only to withhold con­
tracts· from companies that did not sign a statement 

·. : affirming their commitment to both the wage and 
· price guidelines but also to apply such sanctions as 

'· . denial of the Investment tax credit, accelerated de­
preciation, tariff protection or other priyileges that 
companies enjoy unless they took the pledge. 

·.··• . . ' i, :-, ' 
. ,' . . : . . 

LarTy 
EfiBeJ ; . 

· · ' l\' defect of the present approach has b«;!en that a 
1 .... · great many businesses have no concern 'about the 

, :. . . , , . .... , · loss of government contracts. At the same time, the 
ing compliiuice largely to his anti-Inflation chief:Al-· .. 

· 
Presidef1t could seek to regularize and strengthen his 

fred E. Kahn, and to Barry Bosworth, director of the · , , existing program by seeking legislation that would 
Co�cil on Wage. and Price Stability. Now, If tht!', require prenotification of major wage and price ac­
President chooses to preserve what remains of his ':' lions and submission of relevant data to the appro­
original program, he will have to front for it himself, 1., . .  priate authority on request. 
making far greater use of the Presidential .. "jaw- •, ·:·,·,It is true that many Congressmen have resisted the 
bone" than he has thus far done. ' . · · . · ', " · idea of giving the President mandatory powers over 

It is conceivable that, In the present clima.te of . .-.wages and prices, preferring to put the onus for !nfla-. 
heightened public concern over inflation, the Pres!- !'' tlon on the White House. But now Mr. ,Carter has an · 

dent could gain at least as m�ch support from bus!- opportuniLy lu yut �ht;; 1u.:. .. : • .iy ·o;, Cc�::;::::::;::':: �::::�: 
ness for the 7 percent wage guideline as he has had. with a plea that the court decision exposes the na-

But organized labor would feel even less compWlc- . tiona! eco�omy to the serious danger of worsening 
tion than before In demanding over-guideline settle-�-·;. inflation and slump at the same time. 
ments, and there would be a greater probability that, · ' There Is also the danger that some Congressmen 
coming settlements In rubber, electrical, auto and .. �might try to festoon the· President's proposal for a 
other industries would build a higher base rate of· flexible and limited mandatory program with all 
inflation into the economy. A widening gap between · · kinds of additional controls. But here, too, the Presi- .· · 
union and nonunion settlements � the latter have dent is in a strong position to marshal public support 
been averaging only 7.5 percent� would probably behind a program that would curb inflationary wage 
create a vacuum that sooner or later would draw up and price actions, Volithout pu,tting the economy into a . 

. the rate of nonWlion settlements . . · 1 straitjacket. · 

The President's other option Is to tum to Congress There Is need for quick decision at the White 
for legislation that would give him a more effective House. The business cycle won't wait. 

- . . 
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THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

June 4, 1979 

• 

MEMORANDUM FOR THE PRESIDENT 

From: 
C.LS 

Charlie Schultze 

Subject: OECD Evaluation of the Economic Consequences 
.of Further OPEC Price Increases 

Last week, I chaired a two-day meeting of the 
Economic Policy Committee of the OECD. Although it was 
not planned that way, two-thirds of the discussion 
centered on the unemployment and inflation consequences 
that would result from further large increases in world 
oil prices. 

It was the unanimous view of the 23 member Committee 
that: 

1. Further large increases in world oil prices 
would substantially raise both inflation and 
unemployment in the OECD area. Inflation was 
already tending upward in most countries, even 
before the recent oil price rises. 

2. The inflationary consequences would be larger 
than the direct effect of higher oil prices, 
since wage demands would be escalated as the 
cost of energy rose. 

3. Existing tools of overall economic policy 
could not prevent these consequences: 

o if restrictive monetary and fiscal policies 
were applied to try to stop the inflation 
rise, the unemployment consequences would 
be made worse. 

o if stimulative monetary and fiscal policies 
were applied to try to stop the unemployment 
rise, the inflation consequences would be 
worsened. 
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o "incomes policies" -- aimed at preventing 
wage escalation -- are likely, at best, to 
be only partially successful. 

There also seemed eo be fairly general agreement on 
the following additional points: 

4. In 1974, OPEC sharply raised prices but � 
was willing to furnish additional oil at 
those higher prices. 

5. rn·-1979, with Iranian production reduced, 
OPEC {mainly the Saudis) has more or less 
fixed a specific quantity of oil production, � 

and is now "groping" toward an official level 
of prices high enough to balance oil demand with 
the lower production level. 

6. Under these circumstances, immediate and 
effective measures to limit oil demand and 
imports by the consuming countries can play � an important role in holding oil prices down; 
this in turn will prevent, or moderate, the 
inflation and unemployment that would follow 
from a "do-nothing" policy. 

7. If the lEA {International Energy Agency) 
countries meet their commitment to reduce 
consumption by 5 percent, the result might 
bring about a precarious balance of demand 
and supply at official prices not too much 
higher than they are now. But in many 
countries it does not look as if this 
goal will be reached; and, any further 
cut in production {e.g., in Iran) would 
leave an excess of oil demand over supply 
and lead to further upward price pressures, 
even with the 5 percent consumption cut. 

Concerted measures by the major oil consuming countries 
to reduce demand and imports are thus the only effective 
economic weapon we have to prevent unemployment and inflation � 
from rising significantly, given the current oil situation. 
{Of course, even with a careful selection of ways to reduce 

oil imports we may not be able to avoid some depressing 
effect on the economy -- e.g., through inducing lower auto 
sales.) 

. �· . 

.. -� .. . 
: .. • .: . .. .  
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CEA has made a rough stab at estimating the effects 
of higher OPEC oil prices. If OPEC prices during the 
next 18 months rise by as much as they have in the past 
five months (about 25 percent), the effect of the recent 
and future price increases on growth and inflation in 
1980 would be: 

o extra inflation: U.S. 
OECD 

o reduced growth: U.S. 
OECD 

3/4 to 1 percent 
1 to 1-1/2 percent 

1/2 to 3/4 percent 
3/4 to 1 percent 

For the United States the reduced output would impinge 
on an economy which is already expected to grow barely 
more than enough to avoid recession. And the added inflation 
would significantly jeopardize an already shaky set of 
wage-price guidelines. For most other OECD countries, the 
reduced growth would not result in recession. But a new 
upward twist to the wage-price spiral would be set in motion, 
an already modest growth path lowered significantly, and 
unemployment increased. 

I cannot be sure that the strongly-held views expressed 
at this meeting about the critical need for further limiting 
oil consumption and imports will be reflected by the Heads 
of State at the Tokyo Summit. The Germans are ideologically 
opposed to quantitative controls. The French are not members 
of lEA, and may balk at tying any actions to that group. 
The Japanese are mortally afraid of taking any actions that 
might seem to challenge OPEC (although concerted actions 
along these lines need not do so). But as economists dealing 
with matters of overall economic policy, all of us did agree 
that traditional tools of monetary and fiscal policy would 
be of little use in preventing serious economic consequences 
from a continued imbalance of world oil demand and supply. 
And all of us did agr�e that limiting oil demand and imports 
is potentially the most effective tool of economic policy at 
the present time. 
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THE WHITE HOUSE 

WASHiNGTON 

June 5, 1979 

MR. PRESIDENT: 

Dr. Brzezinski would 
know if you want any 
made to your meeting 
Amb. Young, Secretary 
and Dr. Brzezinski at 
in the morning • .  • 

Add Vice President 

like to 
additions 
with 

Vance 
7:30 

Hamilton /- ----

-----'--- .;;;,--;-Others ------------------
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THE WHITE HOUSE 

WASHINGTON 

MEETING WITH PAUL AND KARMA AYLWARD 

Tuesday, June 5 
11:45 �.m. (3 minutes) 

I. PURPOSE: 

The Oval Office 

by: Scott Burnett 

To meet again with the Aylwards, 
who were early Carter supporters 
in Kansas. 

II. BACKGROUND, PARTICIPANTS, AND PRESS: 

A. BACKGROUND: 

B. PARTICIPANTS: 

C. PRESS: 

.:: 

Paul Aylward was on the original 
Carter Steering Committee established 
in July, 1975. He was later the 
1st Congressional District Chairman 
for the C/M general election campaign. 
He is an attorney and rancher in 
Ellsworth, Kansas. 

Karma Aylward was an early supporter 
and served as 51.3% coordinator in 
the C/M general election. 

The Aylward's are old family friends 
of Susan Clough's family. 

The President 
Paul and Karma Aylward 

White House Photographer only 

;..:.·· ... 
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Frank. Moore 

The attached was returned in 
the President's outbox today 
and is forwa�ded to you for 
appropriate handling. 

?.ick Hutcheson 
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THE WH IT E H 0 USE� 

WASHINGTON 

June 4, 1979 

MEMORANDUM TO THE PRESIDENT 

FROM: Frank Moore F. til./ Ul hANciS 

SUBJECT: Wednesday's Leadership Breakfast 

You had mentioned previously your desire to have 
Wednesday's meeting with the Congressional Leadership 
devoted to a discussion of energy matters. If that is 
still the case, we need your guidance on a few matters. 

We believe attendance should be expanded ,It' 
to include those Representatives and � 
Senators who are recognized "energy leaders" 
in the Congress. 

We do not think that you should expect the 
discussion to resolve policy differences 
or even to focus on policy questions 
primarily. Instead, the central theme 
of the discussion ought to be an examination 
of ways to increase the public's understanding 
of the energy situation. 

You should suggest various activities you will 
engage in to alter public opinion on energy, 
and you may want to suggest things Congress 
can do in the same vein. 

If you agree, we will invite Members Tuesday and will 
provide you with a more detailed memorandum on the nature 
and content of the meeting, building on the points 
briefly mentioned above. 

Of course, both Secretary Schlesinger and Stu will be in 
attendance. In addition, we may have Charlie Warren 
there, too. 
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THE WHITE HOUSE 

• WASHINGTON 

June 5, 1979 

MR. PRESIDENT: 

Murray Finley, President of 
the Amalgamated Clothing and Textile 
Workers Union, called to pass the 
message that he and his Board were 
very pleased with the Government's 
position on the China textile situation. 

'The Board met in Chicago l�st week and 
he related to the Board that your 
Administration could not have done 
more to support the Board's position. 

PHIL 

�ledrotlt�tec Copy M�e 

for PreaervatUon P��o�®.o�J 

._,., . 
0 

' .�. • .f. ' 

: .. : ... ' 

' 
:, 



". 

.,., 

. . 

THE WHITE HOUSE 

WASHINGTON 

mu�df@���tDtr. ecfPl:t ���.!J1� 

fol'" Pr®toelilf�tcD@!lil fPi��r/B3;1!•�11'1)8 

.• 

· '  

,. 

... 
• . 

.. J � 

�' .�, 

:::.-

"t .� �: � 

Q .  



• -� . -·� ...... • ,.,._.... ... ""r'o· �: ...... �·. ······--�- _,., __ ._ . ..,. -:··:·· . --' ... �·-�';·�-� ............ -.. -......... ---�----�·\-� "'''•·-······. 'l"' ' ' •. -. .• � �--...... , •• • . • ••. --� ''1' .· ,/ • ;,, ,: �--:o .. - . i�'·:··· -· 
, . ing bells. · • .-,;:.' i • : . · ·· · ' handle th• � . : ., .\·;-:,_(;·· :·. ·. ' ·· · ' ' ' · ber. n:?<WillHim F� Buckley Jr. . . . . ., .:: _., 

bo1�:��1�s�; e . -- · · ' · · · · · · ; · · · bells to de 

f .. ·�---.'k.··.:�.:ll_ 'e·._.m_. 'J ·.Pv_ 
·
··� .. to sabotage th� Canal treaties · g�£:;;Il 

. 
· ' · ·'. ·' · · · · · · ·• · · · .nomically,· a're an invi_tation to ma.ke e h to fi 1t ,·.: .. __ :.' . Concer .. _ning the effo. rt_ by memb_ers . Ariiong·o. ther t_hing. s, M, r. Hansen )s noug 

t th the Panama Canal obsolete. · · One day I , .� :·'of the House of Representatives to de- asking the Panamampns to pay 0 e _ (4) Assuming the Hansen proposals hauled into . •d rail the Panama treaties, a few obser- U.S. the cost of constructing the canal,. 
carried in the House, what would the this mach in •il: vations: - :· :, plus interest.One wonders �hy, while. 
situation then be? Well, th;e Senate. 

able to turn te'_::_· ·'(1)-The' r'e t"s on·l.y one discipline . he is at it Mr,Hansen hasn t proposed 
1 1 te · · · that Pan�ma also reimburse Congress obviously would dec ine to go a ong. strument of� al ;: · . indisp_ensa .�le. to_ .se.lf;gove_r';lmen�. I 

for the time it has spent in discussing A majority of the Senate is hardly glars." It isn :d :.:-,;That is acqUlescence.,m a pohttcal fait_· the Panama problem. , going to vote to undo what two-thirds . who can do t!J '' accompli. The reason:democracy does-
of the Senate voted to do last year · I also bougi �s·. :; n't work'in�·most;,countries 'in.the. The· fact of it is that the Hansen 
after the most prolonged debate since the window m be: . world is that corporate tJolitical deci-. proposals' are parliamentary exploita-
the Missouri Compromise. Under the perature, son _d

a ,:-· sions are ·not- accepted as binding. by· ·tion of an unseemly sort. They are the ' . circumstances, the treaty, scheduled do, and a m:. e . the. whole of the population. Vice .:equivalent of a
h 
Democra;t� C?ngress .

. to go into effect on October 1 , 1979, slices of brea< President Richard. Nixon had very refusing to pay t e cost 0 t . e maug�- .. would be frozen for lack of funds re- dow mac hi lH n-, · good reason· to believe, in November· ral ce_remonies of a R,epubhcan prest- · · quired for its implementation. room temper< :ar··,.. 1960, that he had in fact won; the elec- dent. . . , · two slices of b. •il,' \,• tion. It is t,he mqst'stat_e�manlike act �f I . (3) Any discussio.n·of money, in the ,·: This would leave us with what? Not machine is lo :rs�., his career that he .fa1led to-press hts .. Panama treaty situation, is easily con- with the Treaty of 1903. That treaty perature, it ii' . a·. claim. Because if h,e had done so,_ the· fused if one doesn't take carefully . was formally repealed by the Senate heating up thE he·:> country would have beeil thrown mto _ into account that revenues from the when the fresh treaties were enacted. bread cooL ith chaos� Better, in other words, . to have operation of the canal aren't irifi- Ther.e is no way that Congressman There are pre permitted Mayor Daley .to steal votes nitely expansible. It is all very well to Hansen can bring back the old treaty. do this for yo11 in Chicago, tha-n to dtsmantle··the say, blithely, that the Panama Canal We would be left without an operative when electric < Republic. ..: - Commission should raise the toll arrangement with Panama .. ln legal interested in sn (2) The current effo�t by. a few con- charges 20, 30, so. 100 per cent But, the ,Limbo, so to speak. Panama could servation they · gress_men to draft legtsla�wn. h�pl.e- demand for the canal is highly �lastic .. then legally seize the .canal, with- woman would L · mentmg .the Panama treaties tsn t , m As matters. now stand, a freighter drawing its commitments under the to operate and n · th� proposals of Co_n�ressman �an- traveling from Osaka to New York 1977 Treaty on the grounds that the Commercial c sen! an �ffo_rt at devlSln� harmomous will flip acoin in deciding whether to . partner to that treaty had not acted in sort probably . legislative devices to tmp1ement a use the Panama Canal or the Suez good faith. And we would then b� left dominance of m treaty passed by two-thirds. of the U.S. Canal. · · with - the United States Mannes. in the life of tl Senate. It is, really, an effort to repeal· Period.' We would have cut ourselves male. In my en that treaty: None can .• in clear con- The United States has a clear inter- off from juridical and moral and mili- women always : !rD science, recognize it as anything but est in keeping the. cost of the canal · tary rights we now formally have, but an inexha ust i  b eir that. _ · .• · · · · • down. And, under the treaty, a com- · which some, people are prepared to ery, but when) by Another way to put it is this: if the mission the majority of whose Iil.em- give away. for one round of applause costs there was 1 he· . Hansen proposals were written into bers are U.S. citizens would set the toll at an_ American Legion rally. : e w· s more ec ·st law, the resulting situation would be charges. To impose on Panama eco- ? a · 1 
one that Panama would never have nomic burdens that could only be ;� 'agreed to during the decade of negoti- dillcharged by raising those toll 
ations that led to the"1977 treaties. charges would result in heavy imposi-

�:, Moreover, the Hansen proposals ask tions on shipping, and higher costs to ·'· for more than .United States negotia- importers and COJ;lSUmers; and, at the tat tors ever asked for under four presi- margin, to diminished gross revenue� be dents, two of them Democrats, two of as a result of unbearable costs. Thus :0� t�em Republicans . . · · the Hansen proposals, vi�wed e�o-
gat 
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THE WHITE HOUSE
.. 

(!_ 
WASHINGTON 

MEETING WITH CONGRESSMEN AL ULLMAN AND CHARLES RANGEL 

I. PURPOSE 

Tuesday, June 5, 1979 
12:00 noon (15 minu'tes) 
The Oval Office 

-From: Stu Eizenstat �.Y, 

To discuss National Health Program. 

II. BACKGROUND 

You are scheduled to meet with Congressmen Ullman 
and Rangel on Tuesday, June 5, 1979, at 12 noon. 
Neither has signed on to a health insurance proposal 
this year. Both are potential supporters of the 
Adm�nistration's approach. 

Rangel is under pressure from the left to support 
a comprehensive bill. Significantly, however, he did 
not sign on as a sponsor of Kennedy's proposal. He 
is pragmatic and wants to see meaningful legislation 
passed this year. We must emphasize the enormous 
benefits that our bill provides to the poor, and to 
cities like New York which now serve the poor in public 
facilities. 

Ullman is less interested in providing new benefits 
at this time and more interested in system reform. He 
is very impressed by the competition approach to health 
care advocated by Alain Enthoven. Our proposal, in 
fact, contains many of Enthoven's pro-competitive features. 
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TALKING POINTS· 

..:.,;::, -. You are- plaiuiing to_ announce your nationa-l 
-health- plan on. June .:12. -- · •You .are only 'asking 

:···congress .. to enact ·a firs·t- phase of: a national 
.- 'he'alth plan·,. a'ithcugh you -will .present a 

· -. , desC.ript-j,dn-• of a· comprehensive·· plan. You believe 
th,is�� is �he only approach which will- secure 
meaningful new benefits and system reform in . 
the .�-n:ear -future. If we continue to insist only 
on ki1actment of a comprehensive plan, we will 
end u� with no improv�ment in the current health 
care system. 

Your Phase I specifications will do far more 
than just increase catastrophic coverage. They 
include extensive new benefits for the poor and 
significant s�m provisions. 

Under your proposal, eleven million new people 
will be eligibl�. fo�Med1ca1d.• Everyone under 
55% of poverty will be· ·eligible regardless of 
categorical status • This . .prbvis·iori., plus the 
increased·catastrophic coverag�. for the employed 
and the elderly, will,.provide·substantiql fiscal 
relief to public hospitals an:d clinic�; 

The proposal has important system reform provisions 
including a greater emphas_is on ·competition. We 
will provide new financial· incentives, for H.edicare 
beneficiari�s to join>HMos. We will also require 
that employers make ,equa-l. contributions to the 
h�·alth plans their employees ch�x)se. This will 
provide employees with an incemtive to join more 
efficient plans;... 

. 
' 

. . _ · -
· . -

·Your plan calls for e;Kpanped· ·fed,�ral administration 
qf Medicaid. This· w:i,ll .. make· the· program more 
e�f:ic1ent and help lay tlie -groundwork for an 
ultimate comprehensive plan. There will be a 
st��e opt-out . 

._. ·W·· 
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Sen�tdi ;ionq:h�� schedtiled ��rkup sessions for 
'the. week of. Juri:e- 18. · You· are talking with 
Sen<i'tor. Long ,an_d �r� hopefl;ll. 'that he will. support 
:a<b'road a:pproci"ch rath�r .thari a. ca,-t:a�t-:r:ophic-only 
bil-i·. -::: · .Ycm _.believe,· that ::theif\,ill se!late_ will vote 
for a b_:toad bi'll I but if it. do�s .hot I • you will 
s�ek t·o -e�pand_ the bill 'in�):he ·House·�. . 

You hope th�t-·: they �ill :support, the. Administration's 
approach. If you work together you can pass a 
bill this year that will provide benefits to the 
poo� and system delivery refo�m1 as well as 
catastrophic coverage. 

J 
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THE WHITE HOUSE 

WASHINGTON 

.June 4, 1979 

MEETING WITH CONGRESSMEN AL ULLMAN (D-2-0REG.) 
AND CHARLES RANGEL (D-5-N.Y.) 

PURPOSE: 

Tuesday, June 5, 1979 
12:00 P.M. (15 minutes) 
Oval Office 

From: Frank Mooref.m./a� 
Bob Maher 

To discuss the National Health Program. 

BACKGROUND, PARTICIPANTS AND PRESS PLANS 

Background: Both Members have been briefed on 
our proposal by HEW. Both have indicated support. 
Each has his own concerns. 

Ullman- ·He is a concerned about cost. Would like 
to see us keep the money as low as possible. He 
likes the idea of competition, cost-cutting and 
Health Maintenance Organizations (HMO). He does 
not want to end up with just catastrophic. 

Rangel- He would like to see more money for poor 
people. He understands our proposal better than 
Ullman. 

Ways and Means is considering Municipal Bonds 
today and then will start on Windfall Profits. 
This will take this week and probably all of 
next week. The Committee has been working on 
several pieces of legislation which �s high on 
your priority list, Ullman would appreciate you 
mentioning how much of the Administration's key 
programs he is working on. 
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When they finish Windfall, we hope they will 
get back to Hospital Cost Containment. 

Participants: 

Press Plans: 

TALKING POINTS: 

The President, Congressmen 
Ullman,Raiigel, Frank Moore, 
Stuart Eiiehst�t, Bob Maher 

White Hopse photographer only. 

This is a balanced approach and one that can be 
pa�sed. It does ha�e good fin�n6ial support, but 
not overboard. We can not afford to go full blown 
into a new system. That is why a phase-in is 
preferred. We do not think a full-blown program 
would pass the Congress at this time because of 
financial costs versus financial constraints. 

The passage of Hospital Cost Containment -­
which they both support -- is very important 
because no matter what program is passed for 
National Health, without Cost Containment, any 
such plan will only increase inflation in the 
health sector. 

We are also working on some cost-cutting proposals 
which will be forthcoming after the announcement of 
our National Health Program. These Proposals increase 
competition on the auditing in Medicare bills and 
doctors bills. We are designing Medicare reimburse­
ment of H!10s and moving against new construction in 
overbedded areas� (These are the Kahn proposals). 


