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COMMITTEE EFFORTS TO DATE

There are a number of matters concerning Mr. Lance
which were not resolved by the report of the Comptroller
of the Currency either because they were outside the
Comptroller's jurisdiction, the Comptroller hasn't
furnished his investigation of them, or because they
came to public attention since the report was issued.
Senator Percy and I felt it was our responsibility to
schedule hearings on this matter for September 7 and B.

. In connection Wwith the hearings, we directed our staffs
to become thoroughly familiar with the Comptroller's report,
and follow up the major unanswered gquastions which appeared
in the press and elsewhere.

In the course of this preparation, our staff members
talked with officials of the U. S. Attorney' s office in
Atlanta, officials of the Comptroller's office in Washingten
and Atlanta, and others. Transcripts of conversations and
other backup material are available.

WHAT WE EAVE LEARNED

A. Information has been brought to our attention which
would appear to substantiate allegations that the
Justice Department acted improperly in failing to
fully investigate potential criminal vioclations of
Federal banking law growing out of the Lance for
Corernor campaign and Mr. Lance's personal affairs
during that time. Specifically, John Stokes, the
U. 5. Attorney in Atlanta at that time, may have acted
improperly in closing the case on December 2, 1976.
Undzar the circumstances, we believe that there is
good cause to refer this matter to the Justice :
Department for investigation of the U. §. Attorney's
action and the possible need to reopen the case,

B. As a result of routine bank examinations of the Calhoun
Bank in 1975, five bank examiners were highly critical
of the bank's operations including large overdrafts to
the Lance family and other insiders. Consequently, the
Comptroller entered into an agreemen with the bank to
correct unsound banking practices ©. ' referred an apparent
violation of campaign law in connec.ion with the Lance
campaign to the Justice Department for investigation.




The agreement betw=en the Comptroller and the Calhoun
Bank was subsequently rescinded by Don:ld Tarleton,
Regional Administrator of National Banks,on the same
day (November 22, 1976) that he met with Mr. Lance,.
Acecording to Tarleton, the meeting was initiated by
Lance,

The Comptroller of the Currency, Mr. Heimann, verbally
briefed Senator Ribicoff on the probable results of

his office's ongoing investigations. With respect to.
the use of the National Bank of Georgia airplane,
records are faulty to nonexistent. The plane appears

to have been used on numerous occasions for nonbusiness
purposes and Mr. Heimann expects this to be a matter

for review by the Federal Election Commission and the
Internal Revr:. ue Service. As a result of the investi-
gation of the use of the airplane, it is also a strong
possibility that the Comptroller will be referring these
matters to the Department of Justice for investigation
and possible prosecution of Mr. Lance for misapplication
of bank funds.

Mr. Hzimann has not yet received a full report from the
IRS on the internal investigation of his office's
handling of this matter. However, it appears that
individuals in that office did not follow proper
prczadures and that Mr. Lance's contacts with employees
of the Office of the Comptroller in November and December
of 1976 were far greater in number than would normally

be justified.

Szrious allegations of criminal wrong-doing have keen
mad2 by Billy Campbell who was convicted last October

of embezzling $994,000 from the First National Bank of
Calhoun during the period 1971 and 1875, The embezzle-
ment scheme involved a series of fraudlent and ficticious
loans from the Bank. The proceeds of these loans were
used to purchase a large tract of land just outside of
Calhoun, Georgia, and to improve that land. Mr. Campbell
is presently serving a term of 8 years in the Federal
Penetentiary in Atlanta. Mr. Campbell has alleged that
from the beginning he was directed and supervised in the
entire embhezzlement scheme by Bert Lance and he provided
details of Lance's alleged involvement. (To our knowledge
this is the first time he has ever made this allegation
to anyone.) In addition, Campbell offered to provide
evidence about other potentially criminal conduct of Mr.
Lance in exchange for immunity from further prosecution.




ACTION TO BE TAKEN

Several of the allegations brought to our attention--
the Stokes matter, the Tarleton matter, the Campbell matter, and
the improper use of the bank plane--involve potentially serious
violations of federal criminal law. We believe we are under
an immediate obligation to refer all of these allegations and
whatever information we have to the Attorney General for appropri-
ate action. The Attorney General, in his judgment, may well
conclude that a special prosecutor is called for.

Hearings would explore all of the allegations concerning
Mr. Lance. To fully explore these allegations, additional
staff preparation and two to three weeks of hearings involving
up to 50 witnesses would be necessary. It is likely that at
the end of such hearings there will be unresolved gquestions
which will have to be referred to the appropriate govern-
ment agencies and Congressional committees, and that it will
not be possible to reach a conclusion that Mr. Lance did
nothing criminally wrong or that he did nothing improper or
unethical. Such hearings will require the calling as witnesses
of transition team and Administration officials involved in the
confirmation.




Some thoughts on what you should say to Mr, Clifford:

1. From your discussion yesterday afternoon with Bert,
it was clear to you that Bert wanted to resign, You

agreed with him that that was the best course.

2. That same feeling was expressed this morning, with
your thinking that Bert was prepared to submit a letter

of rzsignation.

3. That after Clifford's call for a delay in the press
conference, you realized that Labelle was probably upset
with the decision that you and Bert had made. Conse~
guently, you invited them down to your cffice and had

a good, frank discussion with Labelle agreeing reluctantly

to the decision you and Bert had made.

What you need now 1is:

-A letter or resignation dated today by 4:30 which
can be read to the newscinference by you and/or
which Bert can read or present publicly in his own
way.



~Either way, you will need to be able to say that
Bert is resigning today at your 5:00 conference. ‘
You will need a document in some form by that time.

~-Jody and Hamilton are available to review the letter
and/or offer advice. Be better if we are kept out of
it, though.

-You need help with Clifford to reaffirm with Bert
and Labelle the fact that it was Bert's decision
made with your concurrence. That this is important
to you, but even more important to Bert in terms of
his own future and reputation.

-Bert needs advice on format for his releasing letter
to the press or making statement or whatever it is
he does. If he goes underground and appears bitter,
it will tend to reinforce stories that he was forced
out of office by you. He needs to continue to be
"bigger" than his opponents.
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TO: PRESIDENT CARTER
FROM:  HAMILTON JORDAN :fJ,g

RE: BERT LANCE SITUATION

I typed this memorandum myself and when you have read
it, you should either return it to me to place in my

~

safe or for placement in your own confidential files.

I must admit that aftér I left your office today T
FRICHTEN FD

was shocked and f4werreenedwat the possibility that Bert

might have serious problems that would damage him person-

ally and leave you without his valuable services.

I share your great admiration and affecticon for this

good and decent man,

Yet, upon reflection, I realized that from the time



the Secretary of the Treasury informed you of the

possible criminal and/or civil vioclations of the law

e

by Bert's bank (for which he is responsible) thathyou

had best begin to examine this entire situation as *

President of the United States and not as Bert Lance?s

friend. T

i

Setting aside our personal feelings for Bert, we had
best take a thorough and hard lock at the situation
and the facts. These are some of the things that

you should think about and/or consider.

1. We should presume that the very worst will happen

at

and be sure that every single action you take can

be defended six months from now and is completely legal

and ethical. You are not a lawyer and neither am I.

I think that you need the immediate involvement of
someone in this situation who can advise you so that”
your knowledge of Bert's situation and your actions
do not influence, interfere or give the appearance of

interfering with the judicial process,



2. For that reason, I would recommend that you get

Bob Lipshutz involved immediately and make some decision

on Kirbo's involvement and its:ﬁropriéty.”“Lipshuﬁ? is

‘completely ethicaly,®cautious and mature in his outlook
and actions. He fgéks Kirbo's_wiédom, bu£ can ceréain—
ly provide you sound legal advice along the way.

The question of Kirbo's involvement is more difficﬁlt.
There are two factors. Firstir as you know, he is
planning to leave soon for a two week vacation. I
doubt if the Treasury Department investigation can be
kept quiet for very long. Kirbo's advice will not be
of much help if he is not immediately involved in the
thing. My own guess is that things will be popping

in the next couple of weeks.

P

The first question which needs to be raised and answered
is whether or not Kirbo should be involved. TIf the
worst happens, the information developed in the case

will be turned over to Justice Department. At that



-

4, A difficult thing we will all have tb accept is

that there is very little we can do to help Bert. If

e T PR

heﬁhas done nothing wrong, he‘will beﬁéveﬁtually_éiéared
and we can waiem do what Qe can to minimize the d&mége
done to him person%{i&. 1f heuis resposiblewperSOn—v
ally for any illegaé action taken by his bank, there

is nothing we can do to help him.

5. You should be continually sensitive to the appear-

ance of your own actions until this situation is re-—

solved. This raises a number of questions/problems.
Knowing what you now know about the Treasury Department
investigation, it might be improper for you to discuss
any of these things with Bert. If so, you need to

know this and make:a(égnsciﬁdé effort Egﬁ_to discuss
this with Bert. It miéht eveﬁ_require that you take
notes of all contacts you have with Bert, what was
discussed, et¢. This might seem extreme, but six
months from now if the worst happeng you do not want
kt‘to appear that you were counseling Bert on these

matters while the investigation was underway. It might



point, the situation will involve you as President,

Bert as your appoinfé%'and Griffin Bell“aéuAttornéy;m:,l

General. The introdiction of, Kirbo - who is a cldséﬁ'

friend of all persons involved and has na official

-
=

responsibility or fitle - might_give the ‘appearance. -

of impropriety. I Would trust Kirbo's judgment as
to how he should be involved, if at all. My point

here is that this should be resolved immediately be-

fore he either leaves on his trip or cancels it. You

should have no hesitation about asking Kirbo to delay
his wacation as he would never want to leawve if he

knew the whole situation.

~

3. If you decide to involve Kirbo, however, he can

not be in the position of advising both you and Bert-

-

as long as there is the possibility of criminal vio-.

lation of the law. Because of Xirbo's public identi-

fication with you, there is no way that he can be your

adivser/lawyer and Bert's as well.




even be a good idea for there to be a third person
with you when you meet with Bert to confirm that these

other matters were not disucssed,

6. Until this matter is over, you will be under con-

flicting pressures to do what is best and right for the

country and what is best for Bert, The controlling

factor in your every action obviously has ta be the

farmer.

Your election and actions have done much to restore

the faith of the American people in the political

processes of our country. This unfortunate incident

- which ironically involves Georgians and clase personal

friends - could do great damage to your Presidency

if not handled properly. You pledged in your campaign

that you would not tolerate wrongdoing or even the

appearance of wrongdoing. We cannot allow this or

any other incident erode the moral authority of your

Presidency.




Recommendations: In line with the thoughts presented

here, let me make a number of recommendations:

1) Make some judgement about the involvement of
Kirbo. If you decide he should be involved,
you should get him up here Sunday to see you.
I trust his own judgement enough that he will
probably know whether or not he should be in-

volved.

2) Brief Bob Lipshutz soon so he can be involved

and helpful.

3) Consider your own personal involvement with
Bert and determine what things you can do
(notes on meetings, not talking to him about

his own affairs, etc.) to protect yourself

from the appearance of impropriety.

Upon reflection, you might get Bob, Kirbo and myself

together tomorrow afternoon to go over this.

Daved Bredan wnote mw.:tly -H-d- t bod

b :pm.d L eatsis, Tlasg ,u-snfom&c),
candd he o fagt



Cn Saturday, July 23rd, I called Charles Kirbo at the
request of the President. I told him that the President
wanted him to know that Mike Blumenthal had called to
say that in their response to the Senate Committee's
inquiriy in Bert Lance's financial recrods, the Treasury
Department had uncovered some new information that could
prove to be seriocus. President wanted Mr. Kirbo to

know.

Mr. Kirbo said that someone maybe should sit down and
talk with Bert, but I told him the President did not
intend or want him to do that as the Treasury Department
would present this information to Bert in hopes of
obtaining satisfacotyr answers to the questins thaey

had rasied. Mr. Kirbo sadi that he would just , "Sit

tight".



TO: BERT LANCE
FROM: HAMILTON JORDAN rP

RE: ADVICE/FREE

You did so well in your testimony yesterday that you need
to give the Senate Committee some small victories today.
They are not going to allow it to be as one-sided as it

was yesterday (if they can help it), and 1 believe that you
can improve your situation immeasurably if you can admit

to a couple of things.

Overdrafts

0f all the things being discussed, this is the only thing
that the average person can relate to. Conseguently, to
the extent the Senators have received complaints from
their constituents about anything specific, it has usually

bheen the overdrafts.

I actually thought that Senator Jackson yesterday was



trying to ask you a friendly guestion yesessmitay in hopes
that you could clarify the "overdrafts" allegation in

a way that was understandable to the man on the street.

I don't think you dealt as effectively with that alleg-

ation as you did most of the others.

I would suggest that you go in this morning, ask Senator
Ribicoff if he would allow you 45 seconds to make a state-
ment in response to a guestion asked yesterday and then

say this:

Senator Jackson, after I left this hearing yesterday, I
realized that you had raised the same question that is in
the minds of a lot of people in this country who don't

know me and had never dealt with a bank whose policy permits

customers to overdraft their personal account.

And while my personal overdrafts were never illegal and
not even improper, I realize that it has raised a legit-
imate gquestion in the minds of a lot of folks who don't
understand complex bank policy. Since January of this
year, I have been honored to serve in this Administration

as Director of the 0Office of Management and Budget.



One of the major responsibilities of the Director of
OMB is to see that the Federal government is run more
efficiently and effectively. For that reasaon, it is
important that the American peaople see in me a man who
has handled his own business affairs successfully and

proper manner.

Because I am now a public official who should set an
example, and hecause the whole matter of "overdrafts"

is misunderstood, I would agree with you and others

who have said that it was a mistake for me in my present
position to overdraft my personal account. I will make

a pledge to you, Senator Jackson, and to the members

of this Committee and the American pecple that as long

as I am birector of OMB, I will not overdraft my personal

checking account.

THIS LAST PRIZT (S FPRoBARlY Too STRoWG
AND Teo MutH = BuT T THINK You GET
THE (DEA.

.
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TO: PRESIDENT CARTER
FROM: HAMILTON JORDAN

Bert did so well today that he might have changed the

political realities facing him and you.

He was superb - his testimony, presentation and demeanor

were perfect!

Percy apologized for the charges made against Bert,

and the Committee itself began to show partisan divisions.
Eagleton and Nunn had strong differences with Percy and
Rihicoff, and suddenly the spectacle was the Committee

squabbling among themselves about how to proceed.

At the end of Bert's written testimony - which was
eloquent - he got about a minute of spontaneious applause

from the audience which is quite unheard of in hearings

Electrostatiec Copy Mads
for Procarvation Furmoa- g



of this sort.

Did Bert or can Bert change the political realities of

his situation? Probably not. But he did well enough

today that it will probably be impossible to convince him
this weekend that he should resign. After another day

or so, we might want to make our own evaluation and reassess-
ment of the situation. His stellar performance today

might have bought him and you a little more time in which

to make a final judgement.

My gut feeling is that because of his magnificent per-
formance today, he can leave now with his head high.
For his sake and ocurs,; that would probably be best. He
did well today because he did challenge the Committee;
but in challenging them, he made it more difficult for
him to have a positive political relationship with them

in the future.

wWho knows.
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TO: PRESIDENT CARTER
FROM:  HAMILTON JORDAN ﬂ,q

RE: BERT LANCE SITUATION

I typed this memorandum myself and when you have read
it, you should either return it to me to place in my

safe or for placement in your own confidential files.

I must admit that after I left your office today I
FEICHTENED

was shocked and fbesmdssivess at the possibility that Bert

might have seriocus problems that would damage him person-

ally and leave you without his valuable services.

T share your great admiration and affection for this

good and decent man.

Yet, upon reflection, I realized that from the time

Electrostatic Copy Made

tor Pimmnmentine Porr sgis



the Secretary of the Treasury informed you of the
possible criminal and/or civil violations of the law
by Bert's bank (for which he is responsible) that you
had best begin to examine this entire situation as
President of the United States and not as Bert Lance's

friend.

Setting aside our personal feelings for Bert, we had
best take a thorough and hard look at the situation
and the facts. These are some of the things that

you should think about and/or consider.

1. We should presume that the very worst will happen

and be sure that every single action you take can

be defended six months from now and is completely legal

and ethical. You are not a lawyer and neither am I.

I think that you need the immediate involvement of
someone in this situation who can advise you so that
your knowledge of Bert's situation and your actions
do not influence, interfere or give the appearance of

interfering with the judicial process.



2, For that reason, I would recommend that you get

Bob Lipshutz involved immediately and make some decision

on Kirbo's involvement and its propriety. Lipshutz is

completely ethical, cautious and mature in his outlook
and actions. He lacks Kirbo's wisdom, but can certain-

ly provide you sound legal advice along the way.

The guestion of Kirbho's inveolvement is more difficult.
There are two factors, TFirst, as you know, he is
planning to leave soon for a two week vacation., I
doubt if the Treasury Department jinvestigation can be
kept quiet for very long. Kirbo's advice will not be
of much help if he is not immediately involved in the
thing. My own guess is that things will be popping

in the next couple of weeks.

The first questicon which needs to be raised and answered
is whether or not Kirboc should be involved. If the
worst happens, the information developed in the case

will be turned over to Justice Department., At that



point, the situation will involve you as President,
Bert as your appointee and Griffin Bell as Attorney
General. The introduction of Kirbo - who is a close
friend of all persons involved and has no official

responsibility or title - might give the appearance

of impropriety. I would trust Kirbo's judgment as

to how he should be involved, if at all. My point
here is that this should be resolved immediately be-
fore he either leaves on his trip or cancels it. You
should have no hesitation about asking Kirbo to delay
his vacation as he would never want to leave if he

knew the whole situation.

3, If you decide to involve Kirbo, however, he can

not be in the position of advising both you and Bert

as long as there is the possibility of criminal vio-

lation of the law. Because of Kirbo's public identi-

fication with you, there is no way that he can be your

adivser/lawyer and Bert's as well.



4, A difficult thing we will all have to accept is

that there is very little we can do to help Bert, If

he has done nothing wrong, he will be eventually cleared
and we can mmims do what we can to minimize the damage
done to him personally. If he is resposible person-
ally for any illegal action taken by his bank, there

is nothing we can do to help him.

5. You should be continually sensitive to the appear-

ance of your own acticons until this situation is re-

solved. This raises a number of gquestions/problems.
Knowing what you now know about the Treasury Department
investigation, it might be improper for you to discuss
any of these things with Bert. If so, you need to

know this and make a conscious effort not to discuss
this with Bert. It might even regquire that you take
notes of all contacts you have with Bert, what was
discussed, etc. This might seem extreme, but six
months from now if the worst happen§, you do not want

it to appear that you were counseling Bert on these

matters while the investigation was underway. It might



even be a good idea for there to be a third person
with you when you meet with Bert to confirm that these

other matters were not disucssed,.

6. Until this matter is over, you will be under con-

flicting pressures to do what is best and right for the

country and what is best for Bert. The controlling

factor in your every action obviously has to be the

former.

Your election and actions have done much to restore

the faith of the American people in the political

processes of our country. This unfortunate incident

- which ironically involves Georgians and close personal

friends - could do great damage to your Presidency

if not handled properly. You pledged in your campaign

that you would not tolerate wrongdoing or even the

appearance of wrongdoing. We cannot allow this or

any other incident erode the moral authority of your

Presidency.



Recommendations: In line with the thoughts presented

here, let me make a number of recommendations:

1} Make some judgement about the involvement of
Rirbo. If you decide he should be involved,
vou should get him up here Sunday to see you.
I trust his own judgement enough that he will

probably know whether or not he should ke in-

volved.

2) Brief Bob Lipshutz scoon so he can be involved

and helpful.

3) Consider your own personal invelvement with
Bert and determine what things you can do
{notes on meetings, not talking to him about
his own affairs, etc.) to protect yourself

from the appearance of impropriety.

Upon reflection, you might get Bob, Kirbo and myself

together tomorrow afternocon to go over this.

Ehm}( Breda. wrate n;g,gt}u 'ﬁﬂkcf- bt boy/
ot ..lpoud el A Z TR “Tlas ,H.q‘mw.zu),
caudd be oV~ an.ﬁ .



L gl
RE: WEDNESDAY PRESS CONFERENCE

The reasons for having your press conference Wednesday
L e

are:

—-it is scheduled:

-it might give you the opportunity to say something about
Bert's situation that puts the thing in perspective prior
to his hearings on Thursday;

-if we cancel it, some will say that Carter didn't want to
face the press on this "embarressing problem";

The reasons for not having it are:
L

-it will be a "Bert Lance" conference; I doubt that you
will be asked about anything else;

-if and when Bert resigns, you are going to have to face
the press anyway; 1if Bert resigns Friday at his hearings,
that means you will have to face the press either Friday
or Monday for a reaction; that will be a less difficult
confrontation than the Wednesday press conference;

IT 15 A QUBITION BF HAVNG D edeE
INMSTERD OF OpE A5 JTODM SAYS,



much did you know when he was appointed?”; “if you had

known then what you know now, would you still have appointed
him?"; etc.; the guestions you would have after Bert's
resignation would have a different and more philosophical
thrust; to respond strongly and positively to the guestions
you will be asked at a Wednesday press conference, you will
have to devote more time than you have to understanding

the details of Bert's situation, your involvement, etc., ‘.

o TR Y

-Clarke Clifford has talked to me about the advantage of
building up suspense as relates to Bert's Thursday press
conference -~ the cancellation of your Wednesday press

conference pointing toward the Thursday testimony would
help;

In summary, I believe that Jody could make a statement
today that acknowledged the interest of the press and
the American people in the Lance situation and Esg; that
the President has decided to reschedule his regular news
conference for Monday or Tuesday in order to give Mr.

Lance an ample opportunity to respond to the allegations

made against him. I strongly recommend this for your

sake and Bert's. Bert agrees.

PS. GN?D-E'\J m AR 4 ~He yariovs (ﬂ\?uuu;
ot br vmpn = (6 wrorple= 30-—
+r u:mjmq‘:ﬂw—‘\ Sb ‘H—P‘ﬁ«v\s wrtoot
-‘-—?P’M"'b 1o athhes e gvasiwe & oL
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TO: PRESIDENT CARTER
FROM: HAMILTON JORDAN '14¢
: BERT LANCE SITUATION

I have attempted here to sort out my own thoughts and
feelings about Bert's situation and present you some
specific recommendations for your meeting with Bert
today and later with Ribicoff and Percy. I have gone
into some detail in describing the conversations and
discussions that I had with Bert and his family as I
think it is important that you understand their mood

and attitude.

At the ocutset, let me say that it is impossible to be
with Bert and his family as they face this crisis without
having even greater respect for their strength and

character. I found Bert serene and philosophical about



his situation and the tough times ahead. There was
very little talk about what was best for Bert personally.
Most of Bert's comments focused on the "system" and
what he could do or say now that would prevent a similar

injustice from being repeated in the future.

Having said that, let me describe the situation as I

found it. Bert and his family felt strongly that Bert
could and would survive with your continued strong support.
I told them I had thought that myself until Friday and
Saturday, but a series of events had led me to conclude
that there was no way Bert could survive and be an effect-
ive OMB Director. I told them that these new circumstances
were:

1) Comptroller's Report II. I told them that we

had learned Friday that there would be an additional
Comptroller's Report and that while I did not know
the specific details or conclusions, it was fair to
assume that the report would be generally unfavorable

and possibly very negative.



2) Ribicoff's new attitude, I told them that I

understood that Ribicoff had returned to Washington
and had heen briefed by his Committee staff and by
the Comptroller; and that his attitude now was that
"Bert cannot survive and should resign". I also
said that my strong hunch was that Ribicoff would
soon go public with this reguest. And that this
dramatic change in Ribicoff's position would be big
news and would free cther Democrats to make public
statements calling for Bert's resignation and would
certainly result in a growing Republican chorus of

Congressional leaders calling for Lance's resignation.

3) Key Congressional leaders say that this is begin-

ing to undermine support for our programs on the

Hill. Without mentioning names, (as you know,
Byrd said this publicly Saturday as his press con-
ference) I told Bert that "key people in the Con-
gress" had contacted you Friday with the message
that "Lance will have to go" as this is having

a serious and detrimental effect on cur ability



to pass our programs in the Congress. I told
Bert that in my opinion some of these key Democrats
would soon begin to publicly call for his resign-

ation.

I told Bert that the cumulative effect of these things

- in my own judgment - was that he could no longer survive
as OMB Director. I told him that even if we could develop
some strateqgy that would get him through the weeks and
possibly months of Congressional hearings, he would be
rendered politically ineffective in the process and c¢ould
not function effectively as OMB Director with the Chair-
man of his own Committee (Ribicoff) publicly against him
as well as the Congressicnal leaders of both parties.
Also, that the President had to make a judgement in terms
of what was best for the country and that protracted
hearings and inquiries would undermine Congressional and
public support for many of the things we have all been
working on together. Consequently, I told Bert that it
was only a matter of time before you would have to ask

for his resignation and that you would much prefer never

to have to do that.



I concluded by saying that in my strong opinion his
(Bert's) resignation was inevitable and that the main
decision that he and the President had to make was how

to handle it in a way that was most beneficial to Bert.

As you might expect, the entire Lance family - particular-
ly LaBelle - resisted my interpretation of the situation
and the obstacles facing Bert. We spent the next 12-14
hours arguing about the conclusions I had drawn and the
best course of action for Bert to take. They discussed
numerous schemes and tactics with me playing the role of
the pessimist, pointing out why none of them would work

to change the basic situation. Their suggestions ranged
from Bert reguesting that you have a "fireside chat” on
his situation in which you asked the Congress to investi-
gate the way the "Lance case" has been handled to LaBelle's
idea that they get 500 friends to send telegrams to the
White House on Tuesday asking the President to "keep

Lance on'".

I talked with Bert and his family from midday Saturday

until late that night . By that night, I believe that



I had convinced Bert - and to a lesser extent his family -
that his resignation was inevitable. I believe that I
also made them understand that it was only a matter of
time before the President would have to regquest his resig-

nation if it were not tendered.

The idea of a leave of absence was initially appealing
to them, but, as we talked, it was agreed that a leave
of absence was possibly the worst of both worlds. It
would leave Bert in an official posture which would re-
gquire him to appear before the committee hearings and
would be perceived by the press as an action just short
of resignation. I believe the attitude would probably
be, "we have just about got him - let's redouble our

efforts".

I argued strongly for Bert to resign early in the week
on the basis that it was better for him to take the
initiative in leaving as opposed to going through very
tough and harsh hearings and then leaving. I also told

him that if he resigned early in the week there was a



good chance that he would not have hearings or that

if they were held, the tone of the hearings would be

less harsh if Bert was a private citizen instead of a
government official. I told Bert that by going through
the Senate hearings as a public official he further
jeopardized his good name and reputation. That the
process had not been fair to date and there was no reason
to think it would start being fair this week. That the
committee hearing would not be a good forum for presenting
his case to the American pecple given the new attitude

of Ribicoff's.

They feel strongly that the Senate Committee hearing
is their conly forum for responding to the numerocus
charges and after looking at the "embezzlement charge"
(which will be discussed later), I {Z:Q more toward

Bert going through the hearing and making a resignation

statement at that time.

Whether their judgment is correct or not, their strong
feeling as a family is that they should go through the

Senate Committee hearing. If you deny Bert that by



asking him to resign now, you will jeopardize your

friendship and future relationship with him.

Your meeting with Bert. When I left Bert and LaBelle,

their only request was that you "stick with them through
the hearing". Bert realizes that resignation will have
to come - LaBelle thinks unrealistically that there is

a chance for a dramtic shift in public opinion following
the hearings. I think you merely need to say to Bert that
he has been mistreated grossly, but that you do not see

a way for him to survive and be an effective OMB Director.
And that although you think it would be better for him

to get out as soon as possible, you can certainly respect
his desire to be heard and respond to these charges. &And
that while you will publicly support him through the
hearings this week, you cannot and will not let it go on
much beyond that as it is beginning to inflict unaccept-
able damage on your ability to lead the country. &and on
Berts personafl m?u'f‘i"':én u"ﬂélﬂ 5 P!!H'Puf “te Yow.

I think you realize that Bert's admiration for you

borders on hero-worship. He will need all the support and



strength he can muster for the tough weeks and months
ahead. You should say several things to him: 1) that

you know he has done nothing wrong and that he will be
finally vindicated; 2) that you appreciate the sacrifices
he has made to come and help you here; 3) and that while
you will miss having him here as OMB Director, you will
look forward to having his private help and advice on

a number of issues in the private sector. You might
mention the Arthur Burns' idea to him aor talk about the

way that Kirbo is able to help you.

He has got some tough times ahead, and I am afraid that
it will be unbearable for him if he feels that any of
this has changed or damaged the relationship that you

both have.



CONVERSATICN WITH RIBICOFF AND PERCY

It obviously is very important what you say this
afternoon to Percy and Ribicoff. We might start by
looking at their motivations and interests as contrasted

to our own.

Ribbicoff. Having attacked the press for "smearing

Bert Lance” and having emerged as the chief defender of
Lance, Ribicoff now has made a judgment based on his
staff's work that Lance cannot survive and that he should
be the chief prosecutor. 1In this way, he compensates

for his earlier role and maintains his integrity as Chair-
man and the integrity of his committee. He is a very
vain man with a huge ego and I suspect that he would

like very much to be cast in the role of "the man who
convinced the President that Lance had to go". This is,
T suspect, what he hopes to persuade you of this after-

noon. And I think you c¢an expect him to overstate and



exaggerate the facts and the case against Bert. HNo-
one on the committee benefits politically from having
these hearings so his hope will be that you will ask

Bert to resign in advance of these hearings.

Percy. He prides himself on being a former success-

ful businessman who understands better than anvone else
the complexities of Bert's financial situation. There
is considerable pressure on him from his Republican
colleagues on the committee and in the Senate to turn
this into a partisan issue which will damage you in the
Congress and with the American people. Still, he - like
Ribicoff - sees no advantage to having long, protracted

hearings.

Carter and Lance. You and Bert have mutual interests

which should be recognized:

1. Early hearings. The sooner the better for

both you and Bert. Long, protracted hearings will

make it more difficult for Bert to change public



perception of him as a sleazy, disreputable
character. A delay in the hearing by Ribicoff
will keep the story in the papers for a longer
pericd of time and rob Bert of the forum he needs

and deserves to defend himself.

2. Forum for responding to charges. It is

in Bert's interest to have a forum for responding

to the untrue things said about him., To the extent
that he is able to vindicate himself with the
American people, your original trust in him is
vindicated. 1In this regard, if the Senate Committee
postpones its hearings for a week or so, I doubt if
you will be able to wait that long without asking
Bert to resign. As a private citizen, this will

be - in Bert's opinion and in the opinion of Clark
Clifford - a less satisfactory forum for Bert to

answer these charges.

3. Early resolution of Bert's posture., The sconer

you and Bert agree on a time for his departure the

better it will be for you both. He can begin to



spend fulltime working on his defense and making

plans for the future.

If you agree with this analysis, then some careful thought
should be given to your conversation with Ribicoff and
Percy. Since they requested meeting, I would let them

do the talking. Instead of making a lot of specific
suggestions, I would think your response should be some-

thing like this:

“First, I appreciate your concern and willingness to
give me the benefit of your views on Bert's situation.
This is not an easy thing for me or you, but we both
have responsibilities that go beyond political consider-
ations and personal friendships. I think you both have

acted properly and have shown leadership in this situation.

It is obvious to me from your comments today and from
the memorandum that I was sent that you and your committee
staff have made some final judgments about Bert Lance.

Yon have both reviewed the information collected by your



committee staff and have the benefit of having had

a briefing by the Comptroller. I have had neither,

and although I greatly respect you both and respect your
judgement, I don't think it is fair to expect me to make
a final decision about Bert Lance until I have had the
opportunity tom review the allegations and he has had

a chance to respond to them.

I think that the Committee also has a public respons-
ibility to Bert to allow him to respond to these charges,
particularly to the embezzlement charge which I under-
stand was developed by the Committee staff. Previous
allegations dealt with overdrafts, failure to file bank
reports and guestions of propriety; this i= a more serious
charge that has been leaked to the papers amd that Bert
should be able to respond to. If he were to resign before

your committee hearings, most of the American people would

assume he is guilty of this charge.

It is certainly not my decision to make, but my strong
preference would be for you to proceed with your hearings

Thursday. In the meanwhile, I will study the allegations
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FROM: HAMILTON ORDAN ?Jgg

RE: BERT LANJT STITUATION

ollowing up on cur discussicn of yvesteraay afterncaon,
let me present the arguments for Berl's roesignation at
the time of the hearings later this weck. Ag mentioned,
my great fear is that Bert will wanc or sequest a peviod
of time after his hoearing to gauge public reaction.
while that might Lo a legitimate reguest, Lhoere are com-
pelling arguments ror you to proceed to wuke a final

decision in advarce of his hearing.

Conceding at the oulset that Bert has beon treated un-
fairly py the institutions responsible for the investi-
gations and the medra responsible for inlcerpreting 1t to

the American peoploe, these are the hard facts:
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1. A final judgment cn Bert Lance has

media, by key political leaders and by the American people.

As long as Bert remains in office, the focus of future

stories will be on you - guestioning yvour original judgment

in selecting him, how much you knew about his bank problems,

etc. Up to this point, Bert perscnally has absorbed most
cf the damage, the mean stories and editorials in the press.
As long as he continues in office, the stories will begin
to focus on you at tremendous political cost. And as un-
fair as the judgment 1s that has been made, 1t will not
change much. A poll was released today that showed 67%

of the American people think that Hert Lance should resign,
Ribicoff and Byrd are not golng to change thelr judgment

regardless of how well Bert does at his hearings.

2. As long as Bert continues in office, his story will

dominate the news at the expense of other things we are

trying to do. If he stays in office, there will he a new

charge or revela:tion each day at the hearings, a new
political leader calling for his resignation, and reports
on his legal battle to fight the charges referred to the

Justice Department. Once Bert leaves, the press interest

- |




will diminish considerably; and he will be in a stronger
position to fight the charges against him as a private

citizen than as a public official. It is now the dominate

news story. On the Saturday night NBC News, 13 or 14
minutes were on the "Lance case". The time devoted to
your trip tc New Jersey focused on the guestions that
vou were asked Lance - only peripheral mention was made
of the fact that you were campaigning for Byrne. T
don't think that there is any guestion that our Panama
Canal activities this week were undermined publicly by
the new charges against Bert., It stands to reason that
there can only e one main story every day and that
story this week was Lance not the treaty signing.
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3. Althouqhngﬁey profess to be unconcerned about it,

Bert's slovency continues to be a real prohlem and a

legitimate area for inguiry by the media and the Congress.

Some 0f Bert's closest friends contend that Bert would
not be scolvent even if he were able to zell his stock.
There continues o be difficulty selling the stock with

all of the public furor which presently surround: Bert.




The prospective Indonesian buyer announced publicly
yesterday that he was no longer interested in buying the
stock because he could not afford to have it look that

he was, "trying to buy American pelitical influence".

4. To clear his name and successfully defend himself

against potential Justice Department indictments, Bert is

going to have to be able to spend a large amount of time

with his lawyers working on his defense. If he resigns,

the Senats Committee hearings will be over. If he continues
in office, there will be hearings in the House and the
Proxmire hearincgs as well. With the FY 79 budget being
prepared, it is difficult to sec how Bert can function
effectively as CGMB Director and perform his many other
duties. He will sither have to neglect his own defense

or his OMB dutiez. It 1s not fair to us or to him for

him to neglect either.
Summary

It is in your best interests and in the long-term interests




of Bert for him to resign at his hearings this week.

It should be presented to him in this way though, not
that vou have made a narrow politiecal decision for him

to resign, but that vou have made a decision which you
genuinely believe is in the best interests of the Admins-

tration, the country and Bert personally.

I would be glad to write Bert a personal memorandum
which present these facts to him in a different light
and in a way that he will understand. Scmeone has to

tell him the facts,
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TO: PRESIDENT CARTER
FROM: HAMILTON JORDAN ?422
RE: BERT LANCE SITUATION

Following up on ours discussion of yesterday afterncon,

the time of the hearings later this week. As mentionesd,
my great fear is that Bert will want or reguest a period
of tine after his tz2aring to gauge public reaction.
While that might be a legitimate request, there ars com-
pelling arguments for you to proceed to moke a f£inal

decision in advance of his hearing.

Conceding at the outset that Bert has besn treated un-
fairly by the institutions responsible for the investi-
gations and the media responsible for irtsrpreting it to

the American peopls, these are the hard facts:




l. A final judgment on Bert Lance has been nade by the

media, by key political leaders and Ly t.

2 Rmerican paople.

As logng as Bert rcmains in office, the “ocus of future

stories will be oin you - guestioning your original judgment
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in selecting him, how much you knew about his bank problems,

ete. Up to this point, Bert personally has absorbed most
of the damage, the mean stories and editorials in the press.
As long as he continues in office, the stories will begin
to forcus on you at tremendous political cost. And as un-
fair as the judgment is that has been mada, it will not
change much. A poll was released today that showed €67%

of ti2 American peccole think that Bert Lance should resign.
Ribicoff and Byrd are not going to chance their judgment

regardless of how w21l Bert does at his hearings.

2. As long as Bert continues in office, his story will

dominate the news at the expense of other things we are

trying to do. If he stays in office, thure will be a new

charge or revelatinn cach day at the hearings, & new
political leader calling for his resignation, and reports
on his legal battle to fight the charges referred to the

Justice Department. Once Bert leaves, tho press lnterest




will diminish considerably; and he will be in a stronger
position to fight the charges against him as a private

citizen than as a public official. It is now the dominate

news story. On thc Saturday nignht KNBC tews, 13 or 14
minutes were on the "Lance case"”. The time deveted to
your trip to New Jersey focused on the juestions that
you were asked Lance - only peripheral wmontion was made
of the fact that you were campaigning for Byrne, I
don't think that there is any guestion —hat our Panama
Canal activities this week were undermincd publicly by
the new charges against Bert. It stands to reason that
there can only be cne main story every day and that
story this week was Lance hot the treaty signing.
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Bert's é?é%gggﬁ?éontinues to be a real problem and a

legitimate area for inguiry by the mediz and the Congress.

Some of Bert's closzest friends contend that Bert would
not bs solvent even if he were able to gell his stock.
There continues to be difficulty selling the stock with

all of the public furor wiich presently surround; Bert,




The prospective Indonesian buyer announcod publicly
vesterday that he was no longer interestod in buying the
stock berause he could not afferd to have it look that

he was, "trying to buy American political intluence".

4. To clear his naae and successfully d=fend himself

against potential Justice Department ind_ctments, Bert is

going to have to bz able to spend a large amount of time
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with his lawyers working on his defense. 1If he resigns,

the Senate Committe= hearings will be oav=r. If he continues
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in oZfice, there will be hearings in the rouse and the
Proxmire hearings as well. With the FY 7% budget being
prepared, it is difficult to see how Bert can function
effectively as OME Director and perform his many other
duties. He will either have to neglect his own defense

or his OMB dutiles. Tt is not fair to us or to him for

him to neglsct either.

Summary

It is in your best interests and in the iong—-term interaests
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of Bert for him to resign at his hearings this week.

It should be presented to him in this wa: though, not
that you have made & narrow political decision for him

to resign, but that you have made a decisicn which you
genuinely believe is 1n the best interests of the Admins-

tration, the countrv and Bert personally.

I would be glad to write Bert a personal iremorandum
which present these facts to him in a different light
and in a way that e will understand. Somzone has to
tell nim the facts.
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THE WHITE HOUSE

WASHINGTO

Septomber 12, 1977
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ments, 1“P=;L11‘-:infT ‘om more than 50 interv o vs, lauding the

tradicted state-

é‘L
o
i
o
3
iy
]

competence, intz  -ty, and character ol Mr, Lance,

consistent p ‘.-'l.ic\; Jothis Administration {as e vnderstand it

»licy of previous Adminis: sztions) o forward
“";;T‘-_lttees only when requesed by the Chalrm
s we have been, nnd

the
FHI zrepor*‘ to
When so reques
to permit the C

v
g

h..p mwan of the comm
of the cormmittee Lo

Lt Y
read the complete rebo -5 Lo assist therm in
hich arise, Seve. "l hundred nomina-

g

r
resolving any gu:siions
tions have been . Lmitted to date by this Al ministration, and

there have bzen ™oir nor five such iastances S+ which the Chairman
r

of the committee Las requested access to tv. report, and such
I

requests have besza honored in this manner.

| ]

"
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MEMOR ANDUM

TO:

FRCM:

i

d have the following ini- mation, ~meh of
= - -

-

icn you parhaps eirsady have, concernt

U

Firae of all T am attzching 2 memorandum whiol: T sent vou recantly
. : B

relafing to John Mosr-2 end to the termination o the agre=ment he-
twean the Cathoun MNeilonal Bank and the Comsi oller on Wovembae 22,
1975, This includes my memorandnr end the wroncsed press

release which was to be vused when nscessary L connection with

Next are Impoertant cxcersts from the FBI rer

1977, setting out th: -arious conclusions cf Yoy

Comptrollerts office and in the Departmen

L
f

both the Calhoun Bank-Cornptreller agreemern:

made by the Office o7 the Comptroller to the Ju

1. .J'efLrL,y Sogarcs, Assistant United

who hardled the Billy Lee Cammel ¢z
par?'m“-nf' of Tustice: .., .. the matlter
1.

overdrawn clracking a
Stokes, Jr., United States Attorney,
He said, as %2 recalls, Mr. Stokes
Mark Richa 2, Chief of the Fracd Sec

Division, D-rartment af Justice, Was
concer niﬁg ba meatter. He said tha
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paie 2

n b 1,
LI eist

Z. Tohn ¥/, Stokes, Jr., United Siz2c
Districi’ ol Trzorgia, Atlanta, Georgias!
was brougi: to the a.t'?:en'_'ion of his of iz
by the Compiroller of the Currency, %
and Atlantz, Georgia.....He said that
of Justice o lations such a matter s
the Depars. ot of Justice, W:
tion and thot in this case such a2
he recalls, &

Criminal T *:ision, Depariment of Jus.ice,
r

took the matiar vnder conside
prosecution or the basis

bank had susiained no losses, -- Mr. Hiokes sald that c
cerning the remaining two violations, that based an info
tion contai;:caa in his file wnich had bt’:‘(:‘il obi‘lizad iromt
Conlpérollez of tae Currancy and the Lenk exeminztions, he
declined pr

?,

w
&
s
ot
.
o
;

A

&)
il
fu
o
*
o
:‘

b

o
w
t‘
&

the basis ho could ascertaln o inten', to viplate either Title 13
United Stetzs Code, Section 656 or Seodon 1
that the b:.n in the ultimate has sustzined no

said concer:ing kis declination of pro--cution ha was not ron-

cerned with aay prosec‘u‘ilon oi',,zir. lznce, which was handled
by the Depz - mm=2at of Justice, buf rather with possikle violatioss

by other ba.lr officars,’

3, MNark Fichard, Chief, Frand Seciicn, Crirminal Division,
Department »I Justice, Washington, I3, C,:% ... The
T

re wag
itle 18, United Siates Code, Section 410, and

no vieolation Z
accosdin

the czse..... r tne Dapart rent':’a 4
7
#

a posgible wviclation of Section £10, the entice file concerning
the matier « s forwarded to the Unitod States Atisracy,

Allarnta, Gerogia, for his detorminatio: as to whether other
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undersio:
}\MU"I“L
vio'aiian:
or 1305* ..

status, !
4, Rove ! Bleoom, Acting Comptra 1 v of the Currency,
Pepnriment of l're:—lsur}*, Wachinstcn, 0 C, 20, L He
would not kositate to recomreend Riry (M, Lance) as being
a loyzl citizen of excellent characte - 2od zesociztzs, He
sald he knows nothing unfavorabie cozerning Wir. Lance
and would :ccomenend him for a*apo.'*“ﬂcr‘ to the position

£

; o that wes intentionsl,
the rmatter J.ud not reflect adverseiy « vos
ARy meanner.., .. The agreement which
was utilizer

banking pr.ziu,iicea W:‘a_ich exwtad in fn-

practices involved 'mo willfulnass' ard did
practicas in ciclation of any crirn
had made suificient progress in its

was no loage r necessary that the agrem

and that it © 23 rc‘é-’:inded effactivae Now ar

g gf the

]

in accorda:::.»,z with the provisin
Instiration Sopervisory Act of L

A
Ana',

5. David A, Schaub, Attorney, Mviecion of nforcament and
Compliance. O

fi.ce. of the Comptroller of the ;Lu'rency, Da-
partmant of Ireasury:’s....His pevioo ol

v C concerning
Mr, Lance id not reflect adversely ¢ Mr. Lance's personzl
or professional qualifications,

6, Dorald L, Tarleton, Regional Adrinistraior of Natianal
Banks, Sixth Regional District, Comptraller of the Currency,
Department u?' Trzasury, Atlanta, Geocsiz:, ... Reviewead
the examination of the repert and it woo bris opinion, which
WAS concurr ?é? with by I\Ar. Robeart Seriin, who is Director
of Enforcement and Compliance, Of.f“i:‘.i? of tne Compiroller

of the Currency, Washington, D, C., f .t there was no
lawful wrongdoing on behall of Mr, Lan<a or any of the
banl's cfflicer . concerning the {rrcygut ities, Tle said there
vas no lass o sisined by the basl and v 2" Sire anop
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mMamcatne o 3y onng

i &
generally  nnd ip small rura! benl
Georgla. 0 his onminion, any pumber
banks wou' have permitted the samic
situation it~ cxist, particularly if an o ficer of & hanl
was runnisg for a wolitical ollice, I: “imunly bails down

LIS IPES " > - = T PPN N 3
lacking nrosecuted sonhistication'. He

does not believe Mr, Lance was mlly oware of what was
I

going on coocerning the extent of paymaents that the benk
was making on behalf of campaign acsonts NEEAEATY

opinion ther the irregularities that o1 v rac
“

would not have bezen prosacuted heca - & no intani to violate
the law wa: ‘ound and no losses wery rustained by the bank, "

VDDITION TO THID FOREGOONG DETALIL D REPCOR T CONCERNDNG
ALLEGA '“EO\.S /5\_ CATNST MR, BERT L NCE, THE S5AME T'BI1
OQRT INCLUODE D THE jE‘OLLOWING I'NT’ CIMATION AS A RESULT

APPROYXIMATI Y &

T

S
e
. L‘
X3
L
IJ
]
/
*1*'
ns]
_‘,4!

O
5 HADE DY OTHE FBI;

L

2. Yithout contradiction, Ny, L.y, as loane - ioed

a loya,l Avsarican whose character, ropulziion and

Bow

ssociates are above reproach, as wolil as belng intelligent,
straight-forward, civic-minded, hard-orixing, dedicated,
and trustwortny.
3., His cluz.: re‘;atives wera deascribsc oy thoss who knsw

thern as bein. re

1

able individuals,
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EXECUTIY © OFFICE Ur time Feco.

s R EEVE +

P OFFICT L7 MANAGEMINT AND BLUOGZf
- .
- PrARHINGTOMN, 0.0, 20537
Soptember 21, 1977
My Dear Mr, Presicont:
There is no rc2ed for me to 9o into the events of
the last few waaki. You know them wall as do the

You also know that previously I had said three
things to you about the importance of the so-called
"Lance affair." 1 will recall thoss for vou:

>

First, it was and is important thait my nane and
reputation be cleared for ms, my wife, children, grand-
chiléren, and those who have trust and faith in me:
and, I believe that this has been done. 5 I said
at ths Senate hearings, my conscience is clear.

it was and is important for me to be able
peoon’z should be willing to make the
acrifices and be willing to serva their
government and ccuncry. This I can =%:i1Y say, and

say proadly.

A

.o

]

hird, I belleve 1n the absolute need for govern-
ment to be able Zco attract good pecpls from the private
sectcr. We must find ways to encouraga these people.

As to my pcsition as Director of the Office of

Manacge=mn=ant and BuZget: I hope the american paople feel that

during my eight meaths in cffice I have met well my
respeonsibilities and performed well my tasks. This has
been zn important aspect of the entire matter.

- However, I have to ask the question at what price
do I remain? iy only intention in cowing to Washingten

in the first piace was to make a contribution to this
country and to vou.

I am convinced that I can con:’nue to be an effective
Director of the 0ffice of Menagemen: and Budget.
Howavar, becaune of the amount of controversy and the
comtinuin  nacure of it, I have decided to submib my
rasignatisn aw Director of OMB. I dusive to retur:
to my native State of Ceorgia.

o I

4 i ol e e
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WAZUINGTON

Seplanber 1, 1977

FEMORANDUM FOR: JODY POWELY

’ ; :‘)r"
e e e Fa
FROM: MICHZIELDL CARDOZQ M5~

o
m
Lh
I—?
o
&

John Moore called r.. this morning. e thoaght that you should
he reminded that th. Sun Times failled to uncover ono ohher
apparent conflict involwving dlston, Milley and Caines.

T 231 - . i T - - Teory W s -
hﬂrvy Fill repx vl only Borb Lane hunl o olao Lo
Hill jo nte in the prepar e}

3t guestl

the conilicts o e onnaire = Presi-
dential nominees. &ﬁ has raprasented Jino tar QeriodicLllv
from 1970 to :the px tterg =

the transfer of Pre ter’

Trustee, Charles K! ion wit
assets to Charles orkad o

Alzmo, the Sun Time: wrilcle refers to o Criffin 5cll COIMTNEN ¢

to the effect Bell - nuld not balieve thab sSid Smith "had BCEE(
on bohalf of Lance "1 helping Moore rovic  Lance's financial
affairs in relatiorn .o Lhe comptrellor's ipooch”

i

"

1. Jobh Yoore had
Comptrol’ »r, axaept
ported peotic LOdthP
versatlbi :

on Deacasmy

2. Joho Moorca did not have acozss to the
Compitroli~r's roports on the Cno
Banlk.

3. Joh: Moorae had nce
Attornay'. office ?wgdﬁ

Q; g
i"}

You may want @~ clariiy with the At
exactly what 2 & ;

1

oo Bob Lips otz




iz Chairman of the Board, #s did many other banks in the

In 1975 Callhoun Firs7 Mational Bank, of whicer Yr, Bert Lance
e
ercountered lozn portfolic ifficul 1

3 B3

tna construction industry 2.2 relaled businessa
¢t the bank was also discov=2red to heve committed a subsfan
b, means aof fictitious loars and a3

o ccessive loans to rests.
A5 a result, the bank suffersd a sign‘;ficg-ﬁt @55 in czreings in 1875
cquiring an injecticn of alliticnal capital funds.
During the bank's re ﬂ:l xamination, questions also ware
rz2ised by the Nationzl B cong "““!“’1::' rdraits in the
accounts rmaintained by th- aor Campagn Committes

Curing 1974 and certain oficr accounts, These ove < »-:11'1‘:‘ did not cau
any losses to the bank, bul :nay have constituted te

¥ s
restrictions on naticnal banks or deviations from stil:dard banking practices.

In December 1975 the Board of Directors of the bank entered into
a voluntary agreement with the Office of the Comptroller of the Currency
Lo effect appropriate corraeciive measures, Additional capital was raised,
classified loan totals were lowered, a well qualified senior loazn officer
n

was hired, earnings were improvad significantly arl the q “:lc'.
vractices were halted. Tic agreement of the bank ¢

(S

rectors was voluntary
and no proceedings or charces were brought agains: the bark or its present

=

cificers in connection ¥ith T2e matter,

in view of the progr. s reflected in the most vrocent visitation to the
hank by National Bank Examiners in October of 197, the Regional
Admirnistrator of Mational Danks in Atlanta advised (he bank In November

that the agreemaent between the Board of DRirectors c.od the Compiroilar’s

(More)
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PLNE, ALATKA

FRMCC, MATHILE, s, b !‘1 J{ {
SANFORTH, o, o T b { _\ -~y - Y
bty Soeverig n.JT.C'L L5 ~22TTGRL
Jamk T . Lain i
R N CONMMITTES O "
PLHARD A, %oh aw GOVERNMESNTAL L7 Fass :
CHIEF SOUMGEL Al & 57 L' R00TGR b
WALSMIMGTON, DT 2 %0 i
I 4
. o :
sptember 3, 1077

T Nk e Sy YO g A

The President
The Wnlte Hous~:

o

rd

qr. Presidont:

(o]

Dear

Folluowsing our telenhone conversation,
you will find enclosed a memcrandum concerning . B
Bert Lance.

» Percy and I fzel 10
with vou immediatelv.
Sanator Percy is in 311
iington immediately at
vour personal convenience.

I can o9 reached at my hoa~, 333-1999. 3

Rezspactfully,

e TR 3 e TR e g P

hE

bl o Bl RETEIE bl S,
N oo IV . _ e




o

{zired at 10:00 ».m. Chicags on VUHES

Hours In advance <f that Labor Dav meescing which Sen. Percy
said he wanted kept secret from the pross, a spokesman for
the Sznator was czlling specific reporr-ors at their homes

to tip them. The Percy aide reached me and apparently

at least one other Washington~based reporter giving the

place of the meeiing (White House), the time of the meeting
(4:30), the general subject (new infermaztion on Bert Lance)
and the participants (Percy, Ribicoff =2ud the President).
Furtner, the aide said in advance that the Senators probably
would be available for interviews afterwards. This morning
also in the hearing Sen. Percy pointed aut that the Senators
had gone into that meeting by the hack Southwest gate which
is not covered by reporters. What Percv did not point gut is
that apparently hs had planned to enter -he White House by
tne front gate nearest the pressroom. Iz was the White House,
noct the Senators, who made the decision to use themaore
secluded entrance. As for Sen. Percy's statement that they
talked to waiting reporters at the encouragement of the White
House, Presidential advisor Hamilton Jordan told us today that
the Senators were neither encouraged naor discouraged from
talking to the press. Today Percy's aide saild that the
Senator had no knowledge that newsmen werz belng tipped by
his own office. The Senator himsalf had no comment on the

matter.

Philip Walters - Channel Z News - The White House
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Daar Bert:

In respanse to your letter of Septerber 21 :
I accept your rasignation as Director of tha Qff
0f Management and Budget. As a
Conference on sSeptamber 21, I

s |
[ iy
the greatest sonase of regret and sorvow.

&
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I wish to 2 my stated conviction that you
have b2en a Director as OMB @me
had. The re of your efforts Lo

Federal Government and to realign the -2l Budget
demonatrate the significant impact which you have had
on ¢uir Administration and on the Fedsral Covernmentb.
agrateful to you Eor your parsonal

e and for the superb nerformance of
A, and 1 am confideni that the other

S
I Ve
S 3o L 3 . IS * Y
ainistration and the Amevican peaople
i

Roszlynn and I hopa to continue our frequent visits
T 1

with vou and Labzlle, and you know thao you always are
weleo=2 in our | .

The Honorahle Bort Lance
Director

Office of Managesznt and Budget
Execubive Office Building
Washingtan, D.C. 20500
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EDITED

U.S. DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
'OFFICE OF ASSISTANT COMMISSIONER (INSPECTION)

INVESTIGATION OF THE
FICE OF THE




JUN RIS

Comptralier of the Currency
Administrator of Nationa! Banks

Washington, D.C. 202183

i
|
Septerber 7, 1977 |

Mr. Warren A. Bates . \
Asgistant Camissioner (Inspection) |
Internal Revenue Service l\
Washington, D. C.

Re: Printing nm for edited version of interpal inquiry \

Dear Mr. Bates:

Enclosed is an edited copy of the report prepared by the IES on the Office

of the Camptroller of the Currency's activities relating to Calhoun First
Nationzl Bank and Naticnal Bank of Georgia. Deletions are as follows:

Tab A =— No deletians.

Tab B (Background Information) -— Pages 1 through 20 in their entirety,
explanation of deletions inserted in brackets.

Tab € (Section 1) -~ Pages 2, 3, 4, 5, 6, 7, 11, 12, 13, 17, 19, 21, 22, 23, 24,

25, 26, 27, 32, 33, 34, 38, 40, 41, 43, 53, 55, 56, deletions of examination
report material and a personal characterization.

Tab D (Section 2) -- Pages 1l through 15, and 17 in their entirety.

Pages 10,
16, 18, 49, 50, deletions of examination report material.

Tab E (Section,3) —-List of people interviewed, pages 1 through 17 in their
entirety. Section deleted because it pertains to the Justice Department's
investigation of aircraft, explanation of deletion included.

Tab F (Section 4) -- Pages 2, 4, deletions of examination report material.
Tab G {Secticn 5) -=- Non=.

Tab H (Section 6) — Pages 1, 2, 3, 4, 5, 7, deletions of examination report
material.

Tab I (Appendix) — None.




REPORT OF WNESTISATION

fAssisient Commisginaer (fnspestion) - Qushington, ). £, 20904

rlrlA.z fNane and oddreas) —

DWESTIGATION CF THE COFFICE OF THE CXRPTROLIFR COF THE CURREXLCY'S
ACTIVITIES RETATING TO THE CALHOUN FIRST NATICNAL BANK =,
AND THE NATIONAL BANK OF GEORGIA

This report contains the results of an investigation into activities by
officials of the Office of the Comptroller of the Currency (OCC) in matters
relating to T. BERTRAM LANCE, the Calhown First National Bank and the
National Bank of Georgia. The scope of this investigation concerns

actians taken by OCC officials from approximately Woverber 1976 through
Bpril 1977. The investigation encorpasses a series of incidents which
occwrred during this time period. For the reader's clarity and to aveoid
duplication, these incidents are reported separately; however, information
cbtained fram documents and interviews may pertain to sections other than
the section in which the information appears.

SIGRATUR F INBEZTOR mAINGg RERPORT BEKRATURE OF ! PELTOR “?N‘ REFONRT
o ;%“‘L"‘Stephan N. Marica John E. Janczyk

BEENATURE = PENSD érx.n-mma AND FLAaW AR m‘;’ RLEPOMY °A*é EXAMINED AMO FOR.
C-—'* - ] WARDED
-+ ~ Japes m September 7, 1977

TiTee T 7 oFrFice (Cuy) DATE OF TMIT REPORTY

Chief, Investigations Branch Washingten, D.C. Septenber 7, 1977

CVEPAKTWENT OF THE THEASURY - INTERNAL REVENUE 3ERVICE &PD pBB.4DS O RM 2”28 {REV. 10-70i



BASTIS FOR INVESTIGATION
BACKGROUND INFORMATTION
SECTIN 1

Investigation into removal of formal Agreament
between Calhoun FNB and the Office of Comptroller
of the Currency

SECTION 2

Investigation into the furmishing of information
to the FBI and the Senate Camnittee on Goverrmental
Operations

SECTICN 3

Investigation into OCC inquiry with respect to
possible misuse of funds by the National Bank
of Gecrgia

SECTION 4

Investigation into allegation that Regional
Administretcr DONALD TARLETON was a passenger on
an aircraft owned by a National Bank under the
supervision of his office

SECTIQN 5

Investigation to determire why the Acting
Comptroller of the Currency stored all OCC
files regarding Calhoun First National Bank
in his perscnal safe, and why OCC files were
devoid of any memoranda of contact with

T. BERTREM ILANCE

SECTIN 6
Investigation into alleged improper approval
by OOC officials of a Branch Bank application
far the National Bank of Georgia

APPENDIX

TAB A
TAB B

TAB C

TAB D

TAB E

TAB F

TAB G

TAB H

TAB 1
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BASIS FOR INVESTIGATICN

On July 21, 1977, Comptroller of the Currency JOHN HEIMANN ocontacted
Deputy Secretary of the Treasury ROBERT CARSWELL and requested that the
bepartment of the Treasury provide assistance in conducting an investigation
as to the propriety of actions by officers and amployees of the Corptroller
of the Qurrency in conmnection with matters relating to T. BERTRAM LANCE,
IAREILY LANCE, The National Bank of Georgia and The Calhowun First Mational
Bank.

On July 23, 1977, Inspectcrs of the Internal Security Division,
Int2rnal Revenue Service met with ROBERT CARSWELL, Deputy Secretary of
the Treasury; JOEN HEIMAMN, Carpiroller of the Currency (0CC) and
mexbers of HEIMANN's staff to discuss the undertsking of an investigation
of certain OCC amployees and their activities in matters concerning
THOMAS BERTRAM LANCE, Director, Office of Management and Budget (QOMB).
Mr. CARSWELL advised that he desired that the Inspection Service review
the report and materials which Mr, HEIMANN's staff had discovered during
their investigation of Mr. LANCE's banking practices and to pursue any
allegations of employee miscanduct which might be disclosed during such
an investigation. '

Mr., CARSWELL, stated that the IRS should limit the scope of its
investigation to matters relating to the conduct of OCC employees,
while the Camptroller's office would conduct the investigation into the
banking aspects.

In addition, Mr, HEIMANN authorized the Inspectors to interview all
00T amployees and cbtain and review any docurents available in the files
of the 0OC which would be needed to facilitate the investigation.
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SECTION 1

Investigation into the removal of a formal
agreement between the Board of Directors, Calhoun
First National Bank, Calhoun, Georgia, and the
Office of the Comptroller of the Currency.



Subject

DONALD TARLETON
Regional Administrator
Atlanta, Georgia

EETTY LOU JARREIT

Secretary to the
Regional Counsel

Atlanta, Georgia

NELI, PRCCTIOR

Secretary to Deputy
Regional Administrator
for Examinations

Atlanta, Georgia

ANN H. GORDCN

Secretary to the
Regional Administrator
of National Banks

Atlanta, Georgia

GLORIA P, FLIAKRS

Administrative Assistant
to the Corptroller of
the Currency

Washington, D. C.

RICHAPD T, NEWELL

Executive Assistant
to the Regional
Administrator of
Naticnal Barks

Atlanta, Georgia

CHARLES W. MURPHY
Deputy Comptroller of
the Currency for
Administration

Washington, D. C.

Date of

Interview

8/22/77 &
8/23/77

8/11/77

8/10/77

8/9/77 &
8/10/77

7/27/77

8/10/77 &
8/11/77

8/3/77

Type of
Statement

Affidavit

Affidavit

Affidavit

Affidavit

Affidavit

Affidavit

affidavit
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Subject

BEVERLY J. BURNETTE

Secretary to the
Executive Assistant
to the First Deputy
Camptroller for
Cperations

Washington, D. C,

AITFN EERLANDS
Executive Assistant
to the First Deputy
Comptroller of the
Currency

JOHN L. MCORE, JR.

President and Chairman
of the Export-Import
Bank of the United
States

Washington, D, C.

ROBERT B. SERTNO
Director, Enforcament

and Compliance Division

Washington, D. C.

JCHN WRAMLESS, JR.
National Bank Examiner
Atlanta, Geargia

MARTA I. RICHRACND

Regional Director of
Corporate Activities

Atlanta, Georgia

RCEERT ELOCM
First Deputy Canptroller
Washington, D. C.

ALFY, W, SMITH
Attorney
Atlanta, Georgia

Date of
Interview

7/28/77

8/4/77

8/30/77

8/27/77

8/10/77

8/12/77

8/31/77 &
8/1/717
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Details of Investigation

Mr., JOHN HETMANN, Camptroller of the Currency, advised that on
November 22, 1976 Regional Administrator DONALD L, TARIETON removed the
Agreement gn the Calhoun First National Bank, Calhoun, Georgia without
obtaining the concurrence of Acting Comptroller ROBERT BLOGM, Mr. FEDMANN
further advised that Deputy Camptroller H. JOE SELBY apparently approved
Mr. TARIETQN's removal of the Agreement.

Mr, JOHN PETER SHERRY, Regional Coumsel, Chicago, Illinois, advised:

Sometime in late April or early May, 1975, he was assigned
by ROBERT SERINO, Director Enforcement & Compliance, to investigate
certain matters at the Calhoun First National Bank involwing possible
illegal carpaign contributions, false record keeping, and misapolication
of funds. Information had been developed during an April, 1975
examination of the bank which suggested these potential violations.

His first contact with the case was a telephone conversation
with M, BILLY C. WOOD, then Regional Administrator, Region Six, A
general discussion of the examiner's findings took place. Subseguently,
he traveled to Atlanta and reviewed with Examiner NEWELL his examination
and the bank records obtained during the 1975 examination. He
requested that he (NEWELL) secure firther information and this was
transmitted to him in Washington in May, 1975.

Subsequent to this initial inquiry and document review,
and upon discussion of these facts with Mr. SERTNO, it was decided
that the Enforcement & Corpliance Division would seek the Caomptroller’s
approval to concuct a formal private imvestigation into these
matters, including the use of subpoena power and sworn deposicions.
This course of investigation was selected - which, he added, is an
unusually thorough choice - because of: (1) the potential gravity
of the offense (criminal political ecampaign contributions); (2)
the need to resolve the appropriate enforcement avenue; criminal
referral, Cease and Desist Prcceedings, Agreement, removal proceeding;
(3) interest in ascertaining those responsible parties; (4) collectiom
of all pertinent records; and (5} the parties imvolved, a candidate
for the State Democratic gubernatorial nemination. The Comptroller
(JAMES E. SMITH) approved this course of action.

Following the Comptroller's execution of authorization,
subpoenas were prepared and issued for production of documents and
testimony. His preparation for the depositions, i.e. the cutlining
of the substznce and parameters of inquiry, were discussad with
Examiner NEWVEIL and Mr. SERINO. At no time did any ind! 'idual in
the Office of the Camptroller of the Currency instruct. request,
suggest or otherwise reccrmend the narrowing of the scope cf
inquiry,



The parties were deposed and records were produced with
full coomeratim. Individuals deposed were: Mr. LANCE, Mr. Y.A.
HENDERSCH, Mr. HUGH HAMILTON,

With the record assimilation and testimonial aspects of the
investigation caompleted, he then set about the prevaratioh of a
recanrendation of enforcement action, After conversation with Mr.
SERTYO, he prepared a mamorandum setting forth the facts in the
case, an analysis of potential criminal violations, a description
of mitigating factors and recarmendation. As a result of the
inquiry, he had reached two opinions concerning available procedural
moves. These were: (1) that his office should take formal action,
his preference being an Agreement, and (2) the possible erimin=l
matters should be discussed with the Department of Justice, and
formally referred to that agency.

He had resolved that while elements of various criminal
statutes had been transgressed (misapplication, false entries,
campaipn contributionsg), in view of the mitizating ciramstances,
the actions had not been willful. However, in drafting the mamorancum,
he took pains to describe the possible criminal viclations and the
mitigating factors. He had resolved that only the Justice Department
could answer the question of criminal eonduct as that department
possessed both jurisdiction and expertise. The mitigating circimstances
were described to provide sll facts relevant to reaching a determination
of enforcement action both for the benefit of his office and Justice.

While Mr. SERTNO may have susgested expansion of certain
parts, no person in the Office of Ccrrmtroller of the Cuwrrency
instructed, requested, suggested, hinted, or otherwise recormended
a narrowing of the content, nor were any changes made to the memorandum
as finally written.

As can be observed from a review of his Sentember, 1975
memorandum, manv officials within the Office read the document and
came to different conclusions regarding the appropriate mechod of
proceeding such as, Board resolutioms, Agreement, etc. Aporoval to
contact the .Iustlce Pepartment, Cru'u_nal Fraud Section, was obtained,
and he mailed (late September, early October 1975) Mr. ROBERT
HICKEY of that office a copy of the memorandism. Subseouentlv Mr.
HIXEY and he discussed by tele*::hone the memorancum, the recocrd
support, and mutually agreed, as he recalled, ..hut formal referral
was appropriate. His official report occurred after he roved to
Chicago.
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Regarding the choice of enforcement action, he had indicated
his preference for an Agreement. He presented this to Mr. SERINO,
Mr. BLOOM, and Regional Administrator TARLETON; all were receptive
to this approach., At least ome meeting with Mr. BLOOM occurred
wherein he reviewed the facts obtained during the imvestigation
(testimonial and documentary), and he recommended an Agreement be
placed upon the bank. He felt an Agreement was an appropriate
avenue in view of

and because of the campaign contributions,
i.e. the overdrafts, non-payment of interest until the cammencement
of the investigation, exposure of the bank to loss and so forth.
His position prevailed.

He drafted the Agreement, and that document executed with
the Board of Directors in December 1975, materially conforms to his
selection of areas to cover. The Agreement was reviewed with mamy
officials in Washington, D.C. and the Region. However, no one
instructed, requested, suggested, or otherwise recommended that a
specific matter be deleted. He added that the Article treating the
bank's future participation in eampaigns was included to insure
that the bank never again became so involved.

At the meeting with the Board of Directors, where the Board
signed the Agreememt, he discussed at length his findings concerning
campaign contributions and that such activity was unsafe and unsound.
The overdrafts exposed the bank to losses, checks were paid on
uncollected finds, and officers in the bank knew or should have
known, the failure to impose service charges or interest, the
improper book entries, and the potential ¢riminal violations.

An Article in the Agreement, as he recalled, dealt with the
overdrafts to insiders’' relatives (a different area than campaign
OD's). While 0D's can of course potentially involve criminal
violations, the exclusion of these particular OD's in the criminal
referral to Justice was principally his decision (no doubt discussed
with Mr. SERINO). As he recalled, the decision was reached because
no officer, director, or amployee of the bank, received, as far as they
(OCC) knew, either directly or indirectly, the funds imvolved.

Mr, DAVID SCHAUB, Staff Attornmey advised:

His responsibilities include analysis of information pertaining
to banks under Agreaments and reviewing of recommendations to lift
Agrecments. His office maintains a file on all banks which are
under Agreement. During Septenber of 1976, Regional Administrator
DONAID L. TARLETON had, without apparent authority, lifted an

crearent with the Bank X i/
When Mr. ROBERT SERINO, Director of Enforcement and Complisance,

Ve */ Threughout this section a bank unrelated to NBG or Calhoun will
~  be referred to as Bank X.



learmed of this, he instrueted him (SCHAUBR) to. draft a mamorandum
for his (SERINO's) signature. The memorancm noted that the lifting
of any Agreements had to first be approved by Enforcement and
Compliance, and by the Comptroller himself. Specifically, the
nmemorandum dated Septenber 30, 1976, and addressed to H. JOE SELRY,
Deputy Camptroller for Operations, instructed, ''it is appropriate

to tell all Regional Administrators that formal Agreements or Cease

and Desist Orders should not be taken or ramoved without the approval
of D.C."

Concerning the Calhoun bark, he inherited the file from JOHN
SHERRY, who is now Regional Counsel in the Chicago office.

He was unaware that the Agreement with the Calhoun First
National Bank had been rescinded, until several days after the fact
when a copy of the letter releasing the Agreement came to his attention.
He was disturbed because he had had no prior knowledge of that
action, and it ocawnred shortly before the formal armouncement of
Mr. BERT 1ANCE's appointment as Director of the Office of Management
and Budget. He felt the timing of this was poor due to the fact it
would inescapably appear that the OCC took the action to curry
favor with Mr. LANCE. He brought this to Mr. SERINO's attention,
and subsequently was called to advise Mr. BLOCM on the matter.

Mr. BIOGM was upset, probably for the same reasons he was.
Mr. BLOOM wanted to know if Enforcament and Compliance had been
consulted and alse if the lifting was justified. In his (SCHAUB's)
opinion, which he related to Mr. BLOMM, as his (SCHAUB's) best
advice, the lifting was wrong, because there was no assurance that
all the overdrafts had been paid with interest, and the fact that
this abuse had gone on for so long prior to the placing of the
Agreement that there was no assurance it would not start again.
Mr. BLOOM and he discussed reinstating the Agreement. He advised
Mr. BLOOM that, since the lifting was unauthorized, the Agreement
was still in effect and that he (RLOOM) himself should personally
so notify the bank. He also advised Mr. BLOOM that Mr. TARLETCN
and Mr. SELBY should be fired immediately, because (1) they had
acted contrary to the Instructions of the September 30, 1976 memorandum,
(2) the political implications of their action were so bad as to
impugn their judgment, and (3) Mr. SELBY did not have the authoarity
to approve the release because Mr. BLOOM was present as Acting
Comptroller at the time the Agreament was lifted. He repeated this
advice to Mr, WESTBROOK MURPHY, Deputy Comptroller for Administration,
and later to Mr. SERINO. However, Mr. BLOOM did not follow that
advice.

A memorandum, dated September 30, 1976, from Mr. ROBERT SERINO,
Director of Enforcement and Compliance, te Mr. H. JOE SELBY, Deputy
Camptroller for Operariens, disclosed:

Regional Administrator TARLETUN terminated a formal Agreement
between Bank X and
the Office of thec Comptroller entered into on June 17, 1974, Mr.
SERIND advised that no action such as this should be taken until



Washington, D.C. particularly the Special Projects/Bank Review, and
the Enforcement and Compliance Division, had first been consulted,
and provided with facts justifying such a termination. Independent
evaluation of such action should be made in Washington, and final
approval should rest there.

In the Bank X case, the first notice of this action was
a copy of a letter, dated Septamber 23, 1576, to the Board of
Directors, Bank X noting that the authority relied upon
wag a letter authorizing Mr. BILLY WOCD (TARLETON's predecessor) to
enter the Agreement in 1974, Mr. SERINO pointed out that he believed
it was appropriate to inform all Regional Administrators that
formal Agreements or cease and desist orders should not be taken or
removed without the approval of the Washington, D.C. OCC office.

A memorandun, dated November 3, 1976, to Mr. H. JOE SETRY, Pirst

Deputy Comptroller for Operations, from Mr. ROBERT B. SERINO, Director,
Enforcement and Campliance Division, disclosed:

Mr. SERINO stated thatMr.H. JOE SELBY was going to discuss
with the Regional Administrators the procedures for instituting and
removing Agreewents and Orders. A review of the memorandum disclosed
the following information:

'"(2) Removal of formal administrative Agreements or Orders.

The initial decision for remving the formal papers rests with
the Regional Administrator. Where a decision is made to

remove the papers, it is requested that a memorandum be submitted
to the First Deputy Camptroller for Operations through the
Special Projects or Bank Review Division. The Special Projects,
Bank Review Division will notify the Enforcament Division and
an appropriate document will be sutmitted to enable the Regiomal
Administrator to remove or modify the cease and desist order."

Mr. ROBERT B. SERING, Director of the Enforcement and Campliance
Division, advised:

On November 26, 1976, he first leammed of the lifting of the
formal Agreement entered into with the Calhcun First National Bank,
Calhoun, Georgia pursuant to the Finaneial Institution Supervisory
Act of 1966. On that date Naticnal Bank Examiner JIM GARTNER came
to him and showed him a copy of a letter dated November 22, 1978,
addressed to the Calhoun First National Bank. He (SERINO) was
preparing for testimomy, concerning another matter, to be given in
San Antcnio, Texas, on December 2, 1976, to a congressimmal committee.
He indicated to Mr. GARTHER that he would review the situation when
he retirned from Texas.
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On November 26, 1976, he was in Acting Comptroller ROBERT
BLOM's office when Deputy Camptroller WESTBROOK MIRPHY entered and
suggested that he inform Mr. BLOGM of the history of the Calhoun
First National Bank and the enforcament actions taken asainst the
bank, He (SERINO) generally briefed Mr. BLOGM about the history of
the bank, the Agreement, and the criminal referral made to the
Department of Justice in December of 1975. He also informed him
that he had learmed on that date, November 26, 1976, that Regional
Administrator DONALD TARLETON had lifted the Agreement without
prior approval.

Based on Mr. BLOCM's reaction, there was no question in his
(SERINO's) mind that this was the first time that Mr. BLOOM was
aware that the Agreement had been lifted. He was to subsequently
see the letter that rempved the Agreement. Mr. MURFHY, Mr, BLOGM
and he all expressed disbelief that Regional Administrator TARLETON
would have lifted the Agreament without discussing this matter with
Mr. BLOOM. Mr. ELOOM indicated that he would handle the situationm.
He (SERINO) indicated to Mr, BLOOM at that time that he thought it
was absolutely inappropriate for the Regional Administrator to lift
an Apreament without following the normal procedure of regquesting a
review by the Enforcement and Campliance Civision and the Special
Projects Division.

Subsequently, his associate, Mr. DAVID SCHALB, indicated that
he had told Mr. BLOOM that if it was up to him (SCHAIIB) he would
fire both Mr. TARIETON and Mr. K. JOE SEiBY, First Deputy Corptroller
for Operations, who apparently had approved the lifting of the
Agreement, and withdraw the letter, reinstating the Agreement. He
(SERINO) indicated to Mr. SCHAUB at that time that he fully agreed
with his statament.

The ordinary procedire for removing Apreements was that a
recamendation would be submitted from the Regional Administrator
through the Enforcement and Compliance Division and the Special
Projects/Bank Review Division. A recamendaticm would be made by
the Enforcement and Compliance Division and the Special Projects
Division to Mr. H. JOE SELBY, the First Deputy Conprroller for
Operations. The recammendation would then go to the Comtroller
for his final decision which would then be relayed to the Regional
Administrator for his disposition.

On September 22, 1976, Regional Administrator TARLETON terminated
an Agreerent on the Bank X
without prior discussions with the Enforcement and Compliance
Division or the Special Projects Division.

Upon learning of that termination after the fact, he (SERIND)
prepared a memoranidum, dated September 30, 1976, to Mr. SELBY
complaining that the action was taken without the review of the
Special Projects Division and the Enforcement Division and advising
Mr. SELEY that Mr. TARLETON had no authority to rescind the Agreement.
He has no specific knowledge that Mr. SELEY discussed this memorandum
with Regional Administrator TARLETON.
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He believes that at a repularly scheduled Regional Counsel
meeting, held on October 18, 1376, in Washington, D.C., Mr. SCHAUB,
who was participating in his (SERINO's) absence since he was out of
town on business, menticmed to the Regional Counsels at that time
that it was inappropriate for Agreements to be lifted without prior
approval from the Washington Office and without letting the Enforcement
and Compliance Division and the Speclal Projects Division review
the matter first.

There was to be a Regional Administrators’' Conference in
Dallas, Texas, in November of 1976 and First Deputy Comptroller
SELBY requested that he give him certain items for discussion at
the conference. Ye (SERINO) prepared a memorandum to Mr. SFELBY
dated November 3, 1976, titled, '"Matters to be Discussed or Considered
by the Regional Administrators'. Item No, 2 of the memorandum
concerming the removal of formal administrative agreements or
orders is quoted verbatim as follows:

"The initial decision for removing the formal papers rests

(with) the Regional Administrator. When a decision is made to
remove the papers, it is requested that a memorandum be submitted
to the First Deputy Camtroller for Operations through the
Special Projects or Bank Review Divisions. The Special Projects,
Bank Review Divisions will notify the Enforeement Division and
an apprepriate decument will be submitted to enable the Regicnal
Administrator to remove or modify the cease and desist order."

He was not present at the Regional Administrators' Conference
held in Dallas, Texas, but he believes that r. SEIBY may have
given a copy of the memorandum to each Regional Administrator in
attendance and may have discussed the matter at that time,

To his knowledge, prior to the September 1376 lifting of the
Agreement at the Bank X
there were no formal written procedures for the termination of
Agreements. It is his belief that there was general knowledge
throughout the Regions and the Washington office that Regional
Administrators should obtain approval of the Washington office
before terminating agreements.

Sometime subsequent to September 1976 and prior to December
1376 the Enforcement Division orepared a draft examining circular
which established specific written procedures for termination or
mdification of Agreements. The procedures as set forth in that
bulletin were as follows:

"Termination or Modification of Formal Asreements and Orders
The Initial decision relative to termination or modification
of existing Agrecments and Orders rests with the Regional
Administrator. When the Regional Administrator determines
that such restraints on a bank should be removed or modified,
a mamorandum to that effect, accompanied by a copy of the
campleted form attached, should be directed to the First
Deputy Comptroller for Operations via the Special Preiects or
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Bank Review Division. Special Projects OT Bank Review persormel
will notify the Enforcement Division and together the two
Divisions will evaluate the propristy of the proposed modification
or termination. Based on this evaluation, a joint recommendation
will thereafter be made to the Ccrrrpt:r:oller through the First

Corptroller for Uperations, as to the approoriate
disposition of the matter. At the direction of the Camptroller,
the Enforcemenit and Campliance Division will prepare the

documents necessary to terminate or modify the existing Agreement
or Order."

On December 6, 1976, a draft of that Circular was routed to
appropriate persomel in the Washington Office. That Circular was
never finalized and no written procedures were put into effect
ntil August 24, 1977, when the Washington Office issued an Examining
Bulletin detailing the method to be followed in terminating formal
administrative actions (Agrecments).

In reviewing the files concerning this bank at the retuest of
Carptroller JOHN HEIMANN subsequent to July 17, 1977, he has concluded
that if a request had been made in the normal course and the procedures
were followed for the lifting of the Agreement, as Director of
Enforcement and Compliance he probably would have concuxrred with
the Regiocnal Administrator that since substantial camliance had
been made the Agrecment itself could be lifted.

Subsequent to his discussion with Mr, BLOOM on November 26, 1975,
concerning the lifting of the Agreement, he had verv little contact
with the matter as Mr. BLOGM requested that all commmications
concerning the matter be handled through him and requested all of
the files on the matter. In his original meeting with Mr. BLOMM on
Novermber 26, 1976, at his request he delivered to nim all the files
concerning this matter maintained in the Enforcement Division and
at Mr. BLOOM's request obtained from Bank Examiner GARTNER the
files maintained by him concerning the bank. These files were
delivered to Mr. BLOGM on November 26, and to the best of his
knowledge, he retained them. He (SERTNO) was subsequently informed
that Mr. BLOQY later contacted Mr. DAVID SCHAUB, Attorney, Enforcement
and Compliance Division, and directed Mr. SCHAUB to gather all the
records pertaining to the Calhoun First National Bank and to maintain
them « der lock and not to release them to anyone without Mr.

BLOZ!'s prior approval. He deces not know the date when Mr. STHAUB
was directed to gather all rhe files. He learmed later that Mr.
SCHALB subsequently was directed by Mr. BLO® to deliver the records
to Mr., BLOOM. Mr. SCHAUB has indicated that at same time the records
were again retwrmned by Mr. BLOGM to Mr. SCHAUB; he believes this
was some time after Mr, HEIMANN was nominated. Mr. SCHAUB informed
him that subsequent to Mr. HEIMANN's assuming, his position as
Comptroller (July 1977) he (SCHAUB) was requested to deliver the
records to Mr. HEIMANN. Since tfr. SCHAUB had been nrevicusly under
the direction of Mr, BLOOM not to disclose the records to anyone
else, he (fr., SCHAUB) questioned Mr, BLO(M as vo whether he had any
objection to Mr. SCHAUR disclosing the files to the Cooptroller.

Mr. BLOOM indicated he had no ob1ect10n and his (SERNO's) understanding
is that Mr. SCHAUB delivered the files to the Captroller.



Mr. ROYAL B. DUNHAM, Jr., Manager, Examination Analysis, Consumer
Affairs Division, advised:

He was formerly Director of the Bank Review Group. Not
long after the establishment of the group, the Calhoun First
Natienal Bank (CFNB), Calhoun, Georgia was discovered to be
engaged in unsafe and unsound practices which warranted the
imrediate attention of the group. National Bank Examiner JAMES
GARIHER, Review Examiner for banks in the Sixth National Bank
Region, was assigrned to review the Report of Examination which
disclosed the impreoper practices. He (GARNTER) was also assigned
to work with an attormey in the Enforcement amd Compliance Division,
probably Mr, DAVID SCHAUB, to draft the necessary administrative
docurents addressing the specific unsafe and unsourd practices
involved and calling for appropriate corrective action. These
administrative dooments were drafted to the satisfaction of the
Bank Review Grovp, Inforcement amd Compliance Division, and the
Regicnal Administrator.

Following aporoval by senior management, an Agreement was
executed with the bank., Monitoring of the bank's effarts to
conply with the Agresment was cne of the functions of the Bank
Review Grogp, This monitoring indicated that ranagement was
cocperative and was taking necessary steps to achieve conpliance
with the Agrecment.

At same point Mr. GARINER showed him a copy of a letter
from Regional Administrator DOMNAID L. TARLETON to the bank, dated
November 22, 1976, remcving the Agreement, He does not recall
the specific date he first saw the letter. He was not aware of

© any prior formal decision by OCC to take this action, but observed
that the distribution listing on the letter indicated "Per H. JCE
SFIBY", which he assumed meant that Mr. SELEY had approved removal
of the Agresment. Mr, GARNTER also indicated that Mr., RORERT
SERIMD, Director, Enforceament and Carpliance, had brought the
removal of the Agresment to the attention of Acting Comptroller
ROBERT BLOOM and that Mr. BIOCM vas furiocus. He further wunderstood
that Mr. SERTMNO had obtained the file on the bank f{ram the 3ank
Review Group +0 take with him when he discussed the matter with
Mr. BLOCM.

He (DUNMAM) discussed this matter in general with Mr, SERINO
and Mr, GARINER and they were all smazed about the removal of
the Agreement without it having been processed through the normal
channels, especially since Mr. BERT LAN(T, who represented the
controlling interest in the bank, was at the tire being con-
sidered for a cakinet position in the incoming administration.
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To the best of his recollection, within a day or two after
learning of the removal of the Agreement, Mr. BLO®M called him
to ask for the file on the CFNB. He believes that the file was
in Mr. SELBY's office at the time and that Mr. SEILBY was cut of
tom. He secured the file znd does not recall being asked by
anyone to review it, but did so on his owm to bring himself up
to date. Following a brief review of the file he then took it
to Mr. BLOCM.

Mr. BLOCM incuired about the status and condition of the
bark. He (DUNHAM) provided a gemeral briefing of the activities
of the bank which had led to execution of the formal Agreement.
The latest available data indicated that management
of the bank was cooperative and that they were camplying with
all the terms of the Agreement except the capital provisiom,
which the Regional Office had deferred vending the settlement of
a claim filed with the bank's bonding campany. Mr. BLOGM seemed
interested in the specific activities of Mr, LANCE as concerned
the bank and he read sare of the pertinent file memoranda cutlining
these activities. He does not recall whether Mr. BLOM®M asked him
if lifting the Agreement was justified, although he may have.
However, he thought that while it might have been removed without
much actual risk in view of the cooperation and comliance achieved
it would be premature. He would not have reccemended it until
final resolution of the capital needs of the bank and 2 longer
period of compliance and problem free banking had been achieved.
He believes that he made these points to Mr. BLOOM.

To the best of his recollection the possibility of reinstating
the Agreement was not brought up diring his conversation with
Mr. BLOOM. Mr. BLOOM thanked him for the briefing and indicated
that he would study the file firther alone. He (DUNHAM) believes
it is-true to say that no decisions were made at this meeting,
which was basically a fact finding and assessment effort by
Mr. BLOOM. Mr. BLOGM seemed upset and concerned about the handling
of the matter. He (DUTFAY) assumed Mr. BLOGM felt that the timing
of the removal of the /Sgreement was bad because of the speculaticns
about Mr. LANCE's possikie appointment to a cabinet position. To
the best of his knowledee, he had no other discussions with
Mr. BLO®M conceming this matter and does not recall any subsequent
review by him of the file in comection with this matter. He
has never ramoved anything from the CRMB file.

Upon Mr. SELBY's returm Mr. SELBY called him to his office to
ask why he had brought the removal of the Afreement with CIUB to
Mr., BLOOM's attention and to inquire about his meeting with
Mr. BLOOM. He told Mr. SELBY that he had not meriocned the matter
to Mr. BLOM, but that Mr. SERINO had received a copy of the
ramoval leiter and had discussed it with Mr. BLOOM. Mr. SELBY
asked for the file and it was brought to hi:.
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A day or so after his (BLOOM's) first review of the bank
file, Mr. BLOOM telephoned him asking for the file once again.
He told Mr, BLOGM that Mr. SELBY had the file and that he would
get it for him. As he recalls, he did obtain the file and delivered
it to Mr. BLOM or arranged to have it delivered. He later learned
from Mr. ALAN HERIANDS, Executive Assistant to Mr. BLOOM, or Mr.
SCHAUB, or both, that Mr. BLOGM had placed the file with Mr., SCHAUB
for safe keeping.

Mr. JAMES J. GARINER, MNational Bank Examiner - Special Projects,
advised:

The Calhoun First Nationmal Bamk, Calhoun, Georgia
(CALHOLN) ,

problems were severely criticized during the
April 28, 1975 examination conducted by National Bank Examiner
(NBE) RICHARD T. NEWELL. A review of the problems and origoing

actions were conducted initially by NBE THOMAS C. BRGWN under the
Victor Program.

Following his assignmment to the Bank Review Group, a
meeting was held on October 8, 1975 conceming the Calhoum First
Mational Bank. Attending that meeting were Mr, ROYAL 3. DUNHAM,
Jr. (Director of Bank Review), Mr. JHN B. SHEPRY (Attorney Enforcement
and Compliance Section), and himself. Following that meeting, in
a memorancham, dated Octeober 8, 1975, to Mr., JOHN SHERRY, he sumarized -
the problams in the bank and recammended that at a minirmm a Resolution
{of the Board) or an Agreement be prepared for presentation to the
Board cutlining the necessary corrective action. An Agreement was
then drawn up and presented to the Board of Directors of the Calhoun
bank at a meeting in the Atlanta Regional Office on December 2, 1975.
At that meeting the Directors entered into a formal Agreememt with
the OCC pursuant to 12 U.S5.C. 1818. At or about this time, Attorney
SHERRY forwarded to the Criminal Fraud Section of the Justice
Department a referral for possible violations of 18 U.S.C. Sectians
610, 656 and 1005 inmvolving Calhoun and Mr. T. BERTRAM LANCE.

A visitation to the bank on December 11, 1975 by FBE NEWELL
and review by him on January 26, 1976, showed no improvement in the
bank's condition. Another examination of the bank was commenced on
April 5, 1976. It was noted in a mamorandum to the file, dated May
27, 1976, that substantial improvement was noted in the conditiem
of the bank and that should this improvement contimue at its present
pace the Agreement could be lifted at an early date. His intention
in making this remark was only to note that irprovement had taken
place and in no way meant that the Agreement could be lifted at
that time. If he had intended such,it would have been so stated.
Deputy Regional Administrator VERNON FASBENLER indicated in a
memorandm by him to the file, dated June 28, 1976 that he had
informed the Board on Jme 28, 1976, in answer to a2 question fram
Board Director JAMES B. LANGFORD, that in his opinion it would be
premature to request release from the Agreement at that time.
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Another visitation of Calhoun was camenced on October
21, 1976, by NBE R. ASHLEY IEE. That visitation was commented on by
Regicnal Administrator DONALD TARIETON in a mamorandum to the File
on November 16, 1976, In that merorandum Mr. TARLETON made no
mention of lifting the Agreement. The visitation report along with
Mr. TARLETON's caments were received in the Washington office on
November 19, 1976. Also, on November 16, 1976, Regional Administrator
TARLETON forwarded a letter to the Board of Directors of Calhoum
indicating certain problems remained with the bank, but that the
OCC would hold in abeyance OCC's request for full compliance with
Article TII of the Agreement. The report was reviewed by him on
Novamber 22, 1976, and the results of that review were reported by
him in a mamorandum to the file that same date.

Because of this, and the fact that what improvements
were noted were not the result of a regular examination, he did not
recomend removal of the Asreement. Additionally, because of the
political semsitivity and questions that could have arose from
lifting the Agreement (especially after the U.S. Attornmey had just
dropped its investigation into the criminal referral), and in view
of the condition of the bank, had he been asked for his professimmal
opinion whether the Agreement could be lifted, his answer would
have been no.

Subsequently, on November 26, 1976, he received a copy of a
letter, dated Movember 22, 1976, which Regional Administrator
TARLET® had sent to the Board of Directors of Calhoun, rescinding
and revoking the Agreement. He took the copy of the letter to Mr.
ROBERT SERTMO, Director, Enforcement and Campliance Divisionm, and
asked if he was aware that the Agreement had been lifted. He
replied in the negative, and after reading the letter, he took it
to Acting Comptroller ROBERT BLOCM. Shortly thereafter, Mr. BOB
SERINO came to his office and asked for the camplete file on
Calhoun. W%hile pulling the documents from the file, Mr. SERING
commented that be had never seen Mr. BLOOM so mad as he was about
the Agreement being rescinded without his (BLOOM's) knowledze and
that he (RLOOM) was 'beside himself'. At that time Mr. SERINO
ranoved all Calhoun files in his possession end tock them to the
Comptroller's office. At some later point in time during that same
week he was told by Mr. SERTNO that Mr. BLOOM would retain the
files in his office. That was the last time he saw the files until
approximately May 31, 1977. On or about that date he was asked by
Mr. BLOM's secretary to come to the Corptroller's office. 'hen he
arrived there, Mr. DBVID SCHAUB, Attomey, Enforcement and Compliance,
was also there. Mr. BLOM indicated that he was going to return
all files on both the National Bank of Georgia, Atlamta, CGeorgia
and the Calhoun bank. At that time, he received all bank files on
those banks, and Mr. DAVID S(HAUB received all legal documents
concerning thoss banks and Mr. BERT LANCE.



!

Mr. LOU FRANK, Deputy Regional Administrator for Exsminations,
Sixth National Bank Region, Atlanta, Georgia, indicated to him that
just prior to the Agreament being lifted from the Calhoun Bank, Mr.
BERT YANCE had been in and cut of the Regional Office in Atlanta on
several occasions. YHe (FRANK) did not lmow exactly how often Mr.
LANCE had been in the office because his information was told to
him by other office persormel. He (FRANK) was cut of the office
during the time pariod involved.

Mr. ATAN HERLANDS, Executive Assistant to the First Deputy Cooptroller
of the Currency, advised:

On approximately Movember 26, 1976, Mr. BLOMM told him
that an Agreement with the Calhoun National Bank had been rescinded.
Mr. BLOOM was angry because this had been apparently carried cut by
Mr. JOE SELBY, First Deputy Camptroller for Operations, and Regicnal
Administrator DONALD TARLETON on Novernber 22, 1976, without his
(BLOOM's) knowledge or approval.

Mr. BLOM and he discussed the possible ramifications of
the act, because Mr. BERT TANCE, Chairmen of the Board of the
Calhoun bank was about to be, or just had been, nominated by President
CARTER as Director of the Office of Manapement and Budpget. Mr.
BLOOM speculated on reascns why Mr. SELBY would have authorized the
lifting of the Agreement. Mr. BLOOM advised that perhaps Mr. SELBY
was trying to gain favor with Mr. LANCE,

They may have discussed reinstating the Agreement, but
Mr. BLOM decided against such action because he felt if reasonable
basis existed to lift the Agreement, it wouild be impractical to
reinstate the Agreement.

He believes Mr. BLOR reviewed the file on the Calhoun
bank, however, he does not lnow Mr, BLOMM's reaction after reading
the file. In any event, the Agreament was not reinstated upon the
bank.

He (HERLANDS) learned from Mr. BLOOM or Regional Counsel
PANNELL that Mr. SEIBY and Mr, TARLETON were in commmication prier
to the lifting of the Agreement, bur he does not know what was
discussed.

Mr. BLO®! and he did not discuss any disciplinary acticn
against Mr. SULBY or Mr. TARIETON. At a later date, however, Mr.
BLOOM told iz, In a confidential corversation about . BLORM's
future, thas if he (BLOM) became Corptroller he would fire Mr.
SELBY becaucez he doubted Mr. SELEY's judgment and loyalty, and used
this action as one exaple.

-13-



At no time in his discussions with Mr. BLOMM did Mr. BLOM
mention that he did not reissue the Apreement on the Calhown bank
in order to gain favor with Mr. LANCE. Mr. BLOOM wanted to be
appointed Coarptroller and did a little "quiet campaigming' with
representatives fram Alston, Miller and Gaines, an Atlanta law fixm
imvolved in the transition team. Mr. BLOMM also told him that he
hoped Mr. LANCE would support him (BLOGM) in his efforts to be
appointed Comptroller.

He knew that Mr. BLO®M kept a file on public figures such as
Mr, LANCE who have dealings with the Comptroller of the Currency.
However, he did not know what the files included. These files are
locked in Mr. BLOOM's office.

Mr. CHARLES W, MURPHY, Deputy Comptroller of the Currency for
Administration, advised:

In late November of 1976, he learned from Acting Comptroller
ROBERT BLOOM and/or Mr. ROBERT SERIND, Director of the Enforcement
and Carpliance Division, and/er Mr. DAVID SCHAUB, Staff Attorney in
Enforcament and Corpliance, that Regicmal Administrator DREALD
TARLETON had lifted an Agreement with the Calhoun First Mational
Bank, Mr. BLOGHM said he had just learmed of the recision of the
Agreement and was angry because the Agreement had been terminated
without his lnowledge, Mrc, BLOMM was angry because Mr. T. BERTRAM
LANCE was about to be named to a high government positiom.

He was informed that Mr. H. JOE SELBY, First Deputy Comptroller for
Dperatl.ons had approved lr. TARLETON's action. Mr. BLOOM, Mr.
SERINO, SCHAUB, and he discussed whether or not Mr. SELBY and
Mr. Tﬁm had autherity to lift the agreement and whether Mr.
TARTETON, and possibly #r. SELRY, should be disciplined.

After he reviewed the approvriate bank files, he expressed the
following opinions to Mr. BLO®M. First Mr. TARLETON ' s authority
was unclear, and it appeared that Mr. TARIETC! had done what was
reascnable by obtaining the concurrence of Mr, SELBY. Second, the
termdnaticn was not unreascnable, and he did not feel that the
condition of the bank warranted reimposing Agreement. He believed
he suggested the possibility of Mr. BLOM writing a letter of
reprimand to Mr. SELBY and possibly Mr. TARLETON. This was not
done. Instead, Mr. BLOOM wrcte a memorandum to Mr. SELBY instructing
him that no cease and desist Agreements were to be terminated
without the Comtroller's persomal concurrence.
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Mrs, LINDA M. HOLLAND, Secretary to the Comptroller of the Qurrency,
advised:

On November 26, 1976 Mr. ROBERT BLOMM, Acting Comptroller
asked her to came into his office and take a short note. Mr. BLOGM
dictated a memorandum to H. JOE SELBY regarding the lifting of an
agreement. Mr, BLOOM appeared to be quite ammoyed and angry that
such action was taken without his knowledge or approval. She did
not recall if Mr, BLOOM was notified by Mr. BOB SERINO that the
lifting of the Agrecment had taken place. Mr. BLOOM instructed her
to type the note and deliver it to Mr. SELBY and that no one else
should see it.

To the best of her knowledge the Reports of Examination and
correspondence files for Calhoun First National Bank were delivered
to Mr. BLOOM, Acting Conmtroller, by attomey DAVID SCHAUB in the
fall of 1976, Mr. BLOM kept the files in his safe, located in the
Comptroller's bathroom closet. Access to the files was notr prohibited
and on occasion Mrs. GLORIA FLIAKAS or she would be requested by an
attorney or examiner to secure the examination or correspondence
files. Mr. BLOOM kept the files for several momths. She did not
recall the exact length of time. She did not recall the files
being returned to anyone before Mr. BLOOM moved from the Comptroller's
office back to his own office in Jme, 1977.

Mr. ROBERT R. DINCE, Associate Deputy Comptroller for
Economic Research and Operational Analysis, advised:

In approximately December 1975 he was told by Mr.
GARY PANNE!'!, a friend in the Atlanta office, that the
Calhoun bank was having problems. Mr. PAMNELL said
that the bank had overdrafts attributable to Mr. LANCE's
gubernatorial campaign. Mr. PANNELL did not elaborate
and did not mention the Agreement. He (DINCE) has
never read the examiner's report on the Calhoun bank
because it is his policy not to become involved in CCC
business involving persomal friends.

In September 1976, he met Mr. BERT LANCE in Atlanta
at his (LANCE's) request. They discussed the consolidation
of bank agencies and political figures such as Mr,
ARTHUR BURNS. He (DINCE) also furnished Mr. LANCE a
list of possible candidates for the Office of the
Comptroller of the Currency, but they did not discuss
the Calhoun bank. This meet .ng had received informal
approval from his (DINCE's) office.



Sometime after the Presidential election, Mr. GARY
PANNELL telephoned him. WMr. PANNELL was concerned
about the 0CC's relationship with Mr. LANCE and beliewved
controls were needed in the relationship. He also
suggested that "improprieties'" existed between Mr,
TARLETON and Mr. SELBY in relation to Mr. LANCE. Mr.
PANNELL did not elaborate, and he told him (PANNELL) to
take the matter up with SHOCKEY of Chief Counsel.

Within three days Mr. PANNELL called again and
implied that Mr. TARLETON and Mr, SELBY had lifted an
Agreement from the Calhoun bank without telling Mr.
BLOOM, Acting Comptroller of the Currency. Since Mr.
PANNELL did not want to tell Mr, BLOOM, ke (DINCE) met
with Mr. BLOOM in the Comptroller's office late in the
day. Nobody else was present. He told Mr. BLOOM of Mr.
PANNELL's statement concerning the Calhoun bank. He
(DINCE) believed that Mr. BLOOM was unaware of Mr.
LANCE's connection to the bank, the existence of the
Agreement, and the lifting of the Agreement. Mr. BLOOM
was angry because only he, as Acting Comptroller, had
the authority to rescind any Agreement. From a computer
in the office, Mr. BLOOM reviewed the bank's financial
records which showed that the bank was improving.

Since neither Mr. BLOOM nor he knew the specifics
of the Agreement, they did not discuss it in detail.
He had never seen the Agreement and knew only what Mr,
PANNELL had told him. He disagreed with the timing of
the lifting because Mr. LANCE was designated Director
of the Office of Management and Budget shortly after
the Agreement was rescinded.

At some time prior to these events, he, at Mr.
BLOOM's request, had arranged a meeting between Mr.
BLOOM and Mr. LANCE. Mr. BLOOM wanted to meet Mr.
LANCE to discuss consolidation of bank agencies and
because Mr. LANCE was an incoming official. Due to Mr.
LANCE's busy schedule, the meeting never took place.
However, Mr. LANCE did meet Mr. SELBY in the fall
of 1976 at a Regional Advisors' meeting at Hilton
Head, South Carolina. The content of their discussion
was unknown.



HENRY CARY PANNEIL, Regional Counsel, advised:

OCn Septamber 23, 1976, at the direction of Regional
Administrator DONALD L. mm he prepared a letter to the Board
of Directors of the Bank X
the substance of which was to lift the Agreement in effect betwem
the Board of Directors of the Bank and Office of the Comptreller of
the Currency. Mr. TARLETON and he had earlier discussed this
matter and he (PAMNELL) had advised that in his opinion he (TARLEION)
had implied authority to medify the terms and provisions of the
Agreement, as well as to lift the Agreement under the Letter cof
Authority previously issued by the Comptroller.

Apparently there were differences of opinion because in
late October, 1976, at a Regional Comsel Conference, Mr. ROBERT
SERINO, Director, Enforcement and Compliance Division, diring his
presentation to the Regional Counsels, advised differemtly. His
coaments, which were apparently precipitated as a result of the
lifting of the Agreement, were to the effect that only the
Comptroller could lift an Agreement and that the Regional Offices
should file recommendations with Washington D.C., if it was deemed
that an Agreement was no longer needed.

Upont his retuwrn from the Regional Counsel Confererce,
he advised Mr. TARLIETON in a routine fashicon of all the matters
covered at the Conference. Specifically, he mentioned the cooments
made by Mr, SERINO concerning the lifting of Agreecments.

On Novamber 22, 1976 Mr. TARLETCN asked him to come to his
office. He (TARLETCN) said that Mr, BERT LANCE had stopped by a
few mimutes earlier and related that he would be leaving the National
Bank of Georgia to take a job at President-elect Carter's invitation
as Director of the Office of Mansgement and Budget {OB). Mr.
TARLETON asked what OMB was all about and he (PANMELL) told him.

Mr. TARLETON indicated an ammouncement regarding the appointment
would be made in the next couple of days. Mr. TARIETCH then advised
him that he wanted to lift the Agreement in effect between the
Board of Directors of the Calhowmn First Naticnal Bark and the
Comptroller's Office. Mr. TARLETGN did not provide any explanation
of why he wanted to lift the Agreement.

He reminded Mr. TARIETON of the camments of Mr. SERIND at the
Regional Counsel Conference to the effect that only Yashingtom had
the authority to lift Agreements. Mr, TARLETON indicated that he
still wanted to lift the Agresment. He (PANNELIL) then indicated
that in the absence of mny written instructions from 'ashington,
Mr. TARLETOM probably still had the legal authority to lift the
Agreement. However, ne did mention that Mr. SERUNO would not
agree, He made this statement to Mr. TARLETCN because he (T ARLETON)
kept insisting that he wamted to lift the Agrecment, even though he
(PANNELL) knew, as a practical matter, that Mr. TARLETON should
have gotten approval fraom the Comptzoller.



Mr. TARLETON then diTected him to prepare a letter for his
signature to lift the Agreement on the Calhown Bank. At no time
did Mr. TARLETON mention that he had discussed the matter with '
anyone in the Washington, D.C. office. Mr. TARLETCN did affirmatively
state that Mr. LANCE had not brought the subject up during their
earlier discussion that day. He (PANNELL) cammot recall if amything
was said regarding the current condition of the bank.

.Over the preceding six-eight momths, he (PANNELL) had been
informally advised by examiners and other office persomel that
the primary reasons for the Agreement,.the overdrafts, etc. Thad
been corrected and the bank essentially remained under Agreement
because of the condition of its lean portfelio.

After oreparing the letter, it was sent over to Mr. TARLETON
to be signed. He signed it and brought it back saying add to the
bottom of the coples 'Per comversation with H. JOE SELBY." Prior to
the coment, Mr. TARLETON had made no reference at all to the fact
that he had recently discussed this matter with anyone in the
Washington office. The letter was then mailed.

During the next several days after the letter was mailed,
he (PANNELL) was upset and made several phone calls to various
pecple in the Washington Office and elsewhere. He was upset for
several reasons: 1) in his judgment Mr. TARLETON should not have
proceeded on his own; he should have forwarded a recommemdation to
Washington. 2) Mr. TARLEICN had used him to prepare the letter
and he was mad because he should not have permitted himself to be
used in this way. Rurthermore, he feared that his action was taken
by Mr, TARLETON in am attempt to preclude Mr. LANCE from recommending
Mr. ROBERT BLOCM for the position of Camptroller of the Currency.

When he (PAIRELL) voiced this whole matrer to Mr. ROBERT DINCE
several days later Mr. DINCE told him that if he could not document
any such allegations to drop the whole matter. ile (PANEIL) had
already called JOHN SHERRY in the Chicago Office and possibly one
or two others, in the Washington, D.C. Office. Being unable to
document his concern, he backed off in his allegations.

Several weeks later Mr. TARIETON told him that he (TARIETCN)
had received a memo from Mr. BLOOM advising Mr. TARLETCN that he
(TARLETON) had no authority to lift the Agresments. Mr. TARLETON
also told him that Mr. SELRY had received a similar letter., He
(PAMNFII) also heard that the Agreement had been reinstitured on
the Calhoun Bank. He carmot recall where he heard this camment.

Sometime after that conversation, Mr. SELZY advised him that
he had a memo in his file dating back to September, 1976 regarding
a conversation with Mr. TARIETON on the matter. Mr. SELBY disclosed
no further details.
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To the best of his knowledge and judgment, the lifting of the
Agreement on November 22, 1976 was handled in an improper mammer.
Mr. TARLETON was aware of the reaction in the Washington Office to
the lifting of the Agreement in Bank X. He was aware that Mr,
SERINO had issued new instructions to the Regional Camsels and
knew the substance of those instructicns.

Ms. BETTY LOU JARRETT, Secretary to the Regional Counsel,
advised:

On November 22, 1976, sometime between 11:30 a.m.
and 12:30 p.m, Mr. BERT LANCE came into the Regional
Office and met with Mr. DONALD TARLETON, the Regional

. Administrator. They met in Mr. TARLETON's office for
approximately fifteen minutes. She did not believe
that anyone else was in Mr. TARLETON's office at
that time. She had no knowledge of what was discussed.
Mr. LANCE left the office after the meeting ended.

Sometime later that afternoon, Mr. GARY PANMELL,
Regional Counsel, was called into Mr. TARLETON's
office. After meeting with Mr. TARLETON, Mr. PANNELL
dictated to her a letter releasing the Agreement
on the Calhoun First National Bank, She identified a
copy of a letter dated November 22, 1976 to the Board
of Directors, Calhoun First National Bank, as the
letter Mr. PANNELL dictated to her and which she subsequently
typed.

She was concerned because at that time it was well
known that Mr. LANCE was going to be appointed Director
of the 0ffice of Management and Budget, and it was
to be an announcement on television in the next day or
two. She spoke to Mr., PANNELL about the timing of the
action, and they discussed the fact that they did not
believe this letter should come from the Regional
Office, but should more appropriately be sent from the
Washington Qffice.

She typed the letter, which included the phrase
""Per conversation with H. JOE SELBY" on the carbons.
Mr, PANNELL told her to put that statement on the
carbons, but she did not know anything about the conversation
with Mr. SELBY.

She did not recall whether or not the mailing or
typing of the letter was delayed pending a call from
Washington. She recalled that she personally mailed
the letter late on that day (approximately &:30).



She believed there was something significant
between Mr. LANCE's visit and the rush to get the
letter out. Mr. PANNELL had told her that he had to get
the latter out that day. She made a note of Mr. LANCE's
meeting with Mr. TARLETON and of Mr. PANNELL's dictation
of the letter in her 1976 Weekly Appointment Book. She
normally did not make a record of Mr. LANCE's visits,
as he attended several meetings with Mr. TARLETON and
members of the staff in regard to other banking matters.

Her notes in shorthand for that day are transcribed
below:

"BL came in to see DLT

later that afterncon HGP dictated letter to CNB
Te Agreement"

Ms. NELL PROCTOR, Secretary to the Deputy Regional
Administrator for Examinations, advised:

She was aware of a letter dated November 22, 1976
from Regional Administrator DONALD L., TARLETON to the
Board of Directors of the Calhoun bank. The letter
rescinded the cease and desist order on that bank.

She believed that the letter was typed by Mrs. BETTY
JARRETT, Secretary to Regional Counsel GARY PANNELL,
and she was not aware of any additions to the letter
prior to mailing.

Prior to mailing she believes the letter was held
in abeyance pending instructions telephoned from the
Washington office. She did not know who in Washington
was giving instructions. However, since the letter was
mailed, she assumed instructions were received.

She did not see the original letter nor was she
aware of when it was mailed.

The matter was never discussed with her. She
. gleaned the above information from personal cbservations
as Mrs. JARBETT and she are located only a few feet
apart in the office.



Mc. LOU FRANK, Deputy Regional Administrator for Examinations,
advised:

In approximately August of 1976, the Atlanta office
rescinded an Agreement with the Bank X. In -
the latter part of September or probably the first part of October,
1976, he was told, perhaps at a staff conference, that Agreements
were not to be released without approval from the Vashingten, D.C.
office. He did not recall seeing any writtent instructions to that
effect, but he understocd that Mr, RCBERT SERINO, Director of
Enforcement and Corpliance, had instructed that his (SERINO's)
approval was reguired prior to any lifting.

While on vacation in November of 1976, he telephoned
his secreterv, Mre. NELL PROCTOR. To his recollection, she said
that Mr. BT LANCE had been in the office. Either in that conversation
or the frllowing week, he learned that the Agreement with the Calhoun
First Mational Bank had been lifted. Fram the reading file or
office comversation, he learned that Mr. JOE SELBY, First Deputy
Comptroller, had approved the actionm.

He (FRANK) was surprised that the Agreement had been
rescinded. He had no prior knowledge of the lifting and had
not discussed llft:lng the Agreement with either Regional Administrator
DONALD TARLETGN, Mr. LANCE, or bank officials.

Sometime after the Apgreewent was lifted, he telephomically
advised Mr. TARLETON that the Agreement should not have been lifted.
He also told Mr. TARIETON that if he (TAFLETON)Y or Mr, SELBY trere
ever prorated, people would sav that they were promoted because
they had released the Agreement to help Mr. LAMCE. Mr. TARLETOH
made no response.

On October 7, 1976, he (FRANK) instructed Mational Bank
Exzniner ASHIEY 1EE to "visit' the Calhoun Bank to check its vtrogress.
Prior to this date, Mr. TARIETCH and he, along with . VERNCH E.
FASBEITDER, Deputy 1Qegl.cm.al.l Administrator for Operations and "’lannm
had supe*'v:.sed the bank, but then Mr. TARLETON alone assumed ';wems:.cn
of that bank,.

Mr. LEE's visitation report of October 1976 revealed that the
overdrafts had ceased and the bemk was showing a profit.
He (FRANK) helieved
that Mr. 1LFE did not make any recomendations in his visitation
Teport.

Although the bank was showing progress, he believed that
ramoval of the Agreerent was premacure.
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Mr. VERNON E. FASBENDER, Deputy Regional Administrator for Plamning
and Operations, advised:

The last examination of the Calhoun First Mational Bark,
Calhoun, Georgia, was on April 5, 1976. In June, 1976, Natiomal
Bank Examiner RICHARD T. NEWELL and he met with the bank's Board of
Directors to discuss the results of the examination. During the
meeting Director JAMES B. LANGFORD asked if he (FASBENDER) felt
that sufficient progress had been made in correcting past deficiencies
so that the Board could ask the Cffice of Camptroller of the Currency
to lift the Agreement betiween the bank and that office. He (FASBENDER)
informed the Board that in his opinion such a request would be
premature. This is reflected in his memporandum and in the minutes
of the meeting,

Following his attendance at the Board meeting, the
supervision of the subject bank was handled entirely by Regional
Administrator DONALD TARLETON, and later by his Executive Assistant,
Mr. RICHARD T. NEWELL. Mr. TARLETON, as Regional Administrator,
makes all decisions as tc who in the Regional office should supervise
the activities of each barnk. He (FASBENDER) firsc heard that th
Agreament had been lifted when it was armounced by Mr. TARLETON on
the Tuesday following the lifting of the Agreement at their regional
office staff meeting. He did not recall any discussion on the
lifting of the Agreement at that meeting. At the time he knew of
no formal policy within the Comptroller's office regarding the
handling of such Agreements. Hxswever, it was about this time that
he was informed by Regional Counsel GARY PAMNNELL that instructions
had been given at a recent Regional Counsel meeting that all recommendations
with regard to the lifting of formsl Agreements were to be forwarded
to Washington for final action. Mr. PANMNELL told him that when
this message was given to Mr. TARLETON, he (TARLETON) staced that
the Calhoun Agreement had been discussed with Mr, H. JOE SELBY,
First Deputy Comptroller for Operations, in the Washington office.
He did not recall any visits to this office by Chairmam of the
Board EERT LANCE on or about November 22, 1976.

Although the bank was making progress ard its condition
was thought to be much better than at the time of the last examination,
he felt that the lifting of the Agreement was premature. Fe felt
this way because the bank had not been examined in scme time and
some of the problems, such as the overdraft abuses, had gone on for
many years. He also felt the timing of the recision was bad because
of the pelitical implications imvolving Chairman of the Board
IANCE. He knew of the improvement in the bank’'s condition because
of memoranda on the bank that had circulated throughout the office
in various reading files.
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Mr, RICHARD T. NEWELL, Executive Assistant to the Regional Administrator
of National Banks, Sixth Nationzl Bank Region, advised:

April 1975 he was assigned to examine the Calhoum First

National Bank, Calhoun, Georgia. Before starting the examination
he reviewed the prior exemination report dated July 8, 1974, vritten
by Exzminer MARTA RICHDMD. This was a 'clean” report reflec::t:.z'lh
the bank to be in good condition with the only agparent problem
being a low 1i cu:.dlf'y position. Classified assets represented only

of the bank's capital. On the front of this report was a
historical analysis sheet which showed that the two examinations
conducted prior to July 8, 1974 were performed by Examiner WANLESS.
These two earlier examinations also reflect the bank to be in
relatively good conditien; however, classified assets did reach
of capital during this period. He did not physically review the
WANLESS exarination repert prior to entering the bank. The information
from the RIGIMOND report coupled with favorable remarks made by
various assistant examiners who were to assist him led him to
believe that his examination would be a breeze, in that this was a
clean and enjoyable bank to examine.

Several assistamt examirners had indicated that the only problem
he could anticipate would be a liberal overdraft policy. This
statement coincided with the fact that while reviewing the previcus
examination report of Examiner RIGDMID he noted an overdraft
account of over . Nothing was mentioned within the report
cencerning this large amount of overdrafts either as to their size
or character, The size of the overdraft accomt, accorpanied by a
lack of any criticism in the report, led hirm to believe there were
no problems in the account. UHormally, a bank thig size with such a
large volure of overdrafts indicates a potential problem are=z.

Shortly after the camencement of his evzmipation, dated
April 28, 1275, he discovered serious problers in the ba'nk

OUnce he realized the extemt of the problem with the bank,
he telephoned then Regional Administrator BTLLY WOOD to agvise him.
He told Mr. WOOD that in his opinion the uwderlying cause for mamy
of the croblems was
In separate and subsequent written commnication wwith
his (\EWELL's) office he stared that in his opinion ’

His opinion, of course, was based sol l
on his chservations duxring the course of his examination and tle
facts cdeveloped therein. Menagement's respoase to his various
areas or criticisn wes that they could not share hiz opinion
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The initial reaction of senior management to his remarks
were very defensive and almost in corplete disagreement. It should
be noted, however, that 2 certain ammt of argument Or active
dJ.scuss:.m bv bank menageent on aress of criticism is almost
routine in the exmination process. .

He visited the bank agzin on Avgust 7, 1975 to monitor its
progress in elirdnating the problen areas cutlined in his April 28, 1975
examinetion. Very little progress was nored. Subsequent to the
close of his earlier examinstion, and as z result of the bank
enforcing new collection procedures, an internal defalzation surfaced
involving a junior officer. The extent cf this defalecatiem apvroximated
$850,000. No new overdrafts abuse were noted during this visit. '

Another visit wes conducted 'by him ‘on Octcber 20, 1975, and
again, little progress was noted in reduring the level of
Several new overdrafts werz noted on the accounts of same
directors, including Mr. LANCE.

A third visitation was conducted on December 11, 1975

As a result of the and other problerns ocutlined
in his April 28, 1375 examinaticn report, the bank was placed mder
a formal written Agresment with his office during Decerber 1975.

. On April 5, 1976, he commenced ancther full examination of the
bank.
the bank was ruch improved

The reason being was that the Doard and top memagerent
finally realized that the bank had rezl problems arnd was working
hard to get them corrected. The improvament in their attitude was
very evident.

He felt fhe condition of



The bank contimed to operate under 2z formal written
Agreement with his office. Based on the information developed
during the April 5, 1976 examination it was his opiniom that the
Agreement should remain in place for at least 5-12 months longer.

The Agreement was lifred during Noverber 1976. He did not
visit the bank aga.'.n after the April 5, 1976 examination, so the
basis on which the Agreement was lifted was not known to him.

During his initial e:mﬁ.natmn dated April 28, 1975, certain
information was developed concerning possible viclarions of

His initial findings were set forth in a memorandum to Regional
Agmindstrater 3TILY WOOD fer possible referral to the United States
Attomey's Cifice. The matter was then picked up by the Office of
the Commtroiler of the Qmrency's legal departmemt in Washington
and imveszigated further. It would have been up to then to make
the fires! 'l:c*s_cn as to whether the matter should be referred or
not. AZ 572 time pe did not know whether or not the mattasr was
referred “:7 zssumed that it had been after resding in the Atlanta
newspaper: chat the United States Attorney's 0ffice in Atlanta had
chosen n»f TO presecute the matter.,

, Ms. JOYCE MARIE SAXON, Constmer Exsmination Review Assistant,
advised:

She was formerly =m Assistant National Beni E“{atciner, Atlmta,
Georgia. In Jime, 1976, Mr. GARY PANNELL,Regional Counsel asked
her to raview the file of Calhown First Nati jomal Bank, Calhoun,
CGeorgiz. IHe s:a:ed that the bank had requested that the formal
agreement which had been in force since Decerber 1975 with OCC be
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rescinded and asked her to review the agreement and summarize her
findings to determine il the bank had complied with any or all of
the articles of the agreement to determine if the rescinding of the
agreament was warranted. Her findings were to be in the form of a
merorandum to Mr, Tarleton, Regional Administrater of Natiomal
Banks, Atlanta, Georgia. She pulled the file on the Calhoun First
National Bank and reviewed the last two reperts of examination, the
actual agreement, and all correspondence between the bank and OCC
since the inception of the agreement. Based on her review, she
reported in her memorandum dated June 18, 1976 that Articles IV
and VIIT could be deleted and that Article VII could be amended,
but recommended that the remaining Articles of the agreament be
kept in force. In essence she recommended that the agreement be
kept in force.

Mr. ROBERT ASHLEY IEE, National Bank Examiner, advised:

During October 1976, he received a memorandum, dated
October- 7, 1976, from Mr. LOU FRANK, Deputy Regional Administrator
of National Banks, Sixth Natiomal Bank Region, Atlanta, Georgia,
which instructed him to perform a visitation during that momth to
the Calhoun First National Bank, Calhoun, Georgia. Mr. FRANK's
memorandum listed ten paints to be covered during the visitation.

Mr. 1EE stated that, not having any prior exposure or knowledge
of the Calhown Bank, he reviewed prior examination reports dated
April 8, 1976 and spril 28, 1975. During his review he noted
there were excessive overdraft privileges, a high criticized asset

a written Agreement dated Decesber 2, 1975,

He visited the bank on October 21, 1576. He was almme
during this visit, which lasted two days. At the conclusion of his
vigsit he prepared 2 memorandum, dated October 28, 1976 which responded
to Mr. FRANK's tem point mamorandim and reflected some improvement
in the condition of the bank since the prior examination of April 8, 1976.
He was not asked to evaluate the need to comtinue the written
Agreement; hmpever, had he been asked, he would have recommended
that the Agreament be contimued because he was uncertain of the
ability of the new Vice President to restructwre the exdsti
problem loan portfolic. His report did not give the bank a "cleamn
bill of h=alth".

During November 1976 he received a copy of a memorandum
dated November .16, 1976, from Regional Administrator DOMNALD L.
TARLETON, which was addressed to the bank file. This memsrandum
acaurately reflected his findings of October 21, 1976 and said the
bank would contimue to be monitored through monthly reporting and a
bank examination would be scheduled in early 1977.



At the present time monitoring is still in existence at the
bank by the requirement of submission of monthly

. Teports.

In late 1976 or early 1977, he leamed that the Agreement
had been ramoved. The actual letter lifting the Agreement was not
persenally read by him until he joined the Regicmal Office Staff in
March 1977. He does not know who initiated the removal of the
Agreement. He stated that it is possible that during the time
period subsequent to his visitation in October 1976, other factors
wknown to him end/or substantial improvement were achieved by the
bank to warrant removal of the Agreement.

Mr, JOHN WANLESS, Jr., National Bank Examiner (NEE), advised:

He is presently a National Bank Examiner (NBE)
assigned to the Office of the Regional Administrater
of National Banks, 6th National Bank Region, Office of
the Camptroller of the Currency (OCC), Atlanta, Georgia.
fe stated that he has been erploved with the OCC since
1948, first as an Assistant NBE and them as a eomissioned
NEE since 1939. He advised that he has beer in Atlanta
with OCC since 1966.

He has been shown the 1973 Examination Report of
the Calhoun First National Bank (CFNB), Calhoun, Georgia,
which commenced on August 6, 1973.

He carmot recall the mmber of times he has ewarined
CFB but recalls at least two occasionsg, 1972 and 1973.

During the 1973 examination, he found that the bank
was making generous loans to friends and relatives and
that it was very lenient and liberal on overdrafts to
bank officials and members of their famjlies. He also fourd
viclations of lzw which he felt were purely tectmical in
nature.

As an examiner, he did not approve of their banking
methods and criticized them in his report, although not
being severely critical of them. He was hopeful that the
bank would clean up their problems after seeing his
criticism in the examination report.



Despite his findings, he was not too concerned about
the safety of the bank as concerns their ability to
operate, nor did he feel that the marmer in which they
operated the bank was risky.

He found the overall management of the bank to be
good. Despite the fact that he fammd Bank President BERT
LANCE to be quite liberal in his banking policies, he
gavgehim credit for the good condition he found the bank
to in,

He is well acquainted with Mr. LANCE in an official
capacity. He does not consider him to be a skilled
banker, but feels he is a good politician.

' Ms. MARTA I. RICHMOND, Regional Director of Corporate Activities,
Sixth National Bank Region, advised:

She conducted the examination of the Calhoun First National
Bank (CFNB) and identified the Report of Examination dated July 26, 1974
as her report. In reference to the amission of criticism of the
overdraft policy she was surprised to find that there was no Page 2
comment sheet concerning this matter. To the best of her recollection,
there wes such a comment, but it appeared that her memory was
ceolored by the discussion and publicity which surrounded the subsequent
examination. Since the 15975 examination, there has been much
conversation as to historiecal criticism of the bank's overdraft
policy znd she assumed that she had made similar comments.

It vas apparent from her report that she reviewed the overdraft
list in some detail as evidenced by the Page 4 charge-off of 42
small aceounts, She was unable to remember such things as the
trend of the account throughout the exzmination or the comosition
of the list as to amounts of individual accounts. There may have
been mitigating factors against criticism of the overall policy;
however, she does not remember any.

She does remember that she was not requested by President
HENDERSON, Mr. LANCE or any other perscm to cmit any comment or
criticism on this matter, nor did she offer to do so for any
present or future considerations. She was not influenced by the
fact that Mr. LANCE was rumming for Governor of the State of Georgia.

If the policy was subject to comment, the failure to do so
must be attributec to immatwrity or inadvertemce on her part.



The 1975 and 1976 Appointment Calendars of Regional Administrator
- DONALD L. TARLETON disclosed the follewing pertinent information:

September 3, 1975

Septarber 22, 1975

October 24, 1975

December 1, 1975

December 2, 1975

March 1, 1976

April 16, 1976

May 13, 1976
July 6, 1976

September 23, 1976
November 22, 1976

Noverber 25 - 30,
1976

DONALD TARIETON (RA) met with BERT
LANCE and KING CLEVELAND

DONALD TARIETON (RA) met with BERT LANCE,
Y,A. HENDERSON and VERNON FASEENDER, regarding
the Calhoun First National Bank

DONALD TARLETON (RA) met with BERT LANCE
and KING CLEVELAND regarding the National
Bank of Gecrgia

Notatien: "4:00 hold for BERT LANCE if he
calls"

10:00 DONALD TARLETON (RA) met with the

Board of Directors of the Calhoum First
National Bank ]

DORAILD TARIETON had lumch with BERT LANCE and
GARY PANNEIL in a restauwant on the top floor

of the First Natiomal Bank building in Atlanta,
Georgia

DONALD TARIET(N had lunch with BERT TANCE
and JACK DUNN at the Coomerce Club

DONALD TARLETON met with EERT LANCE

DONALD TARIETCN had lunch with BERT LANCE,
KING CLEVELAND, BILL GREEN and GARY PANNELL

DOMALD TARLETCN had lunch with EERT LANCE
at the Midnight Sun Restairant
DONALD TARIETON met with EERT LANCE

DONALD TARIETON was on arrual leave
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Mrs. ANN H. GORDOM, Secretary to the Regional Administrator (RA) of
National Banks, advised: .

Part of her duties involve maintaining an appointment calendar
for the RA. The entries in the calendar reflect scheduled appointments
only and do not show any warmounced visitations to the RA's office.
She kas retained all of the appointment calendars since assuming
her position as secretary to the RA. She does not maintain any
telephone logs of any kind regarding either outgoimg calls or
incoming calls to the RA's office.

During the period of time that she has heen secretary to the
RA, Mr. BERT LAMNCE has been anm occasional visitor to the office.
Mr. LANCE has been associated with the National Bank of Georgia
(NBG), Atlanta, Georgia, and the Calhoun First Netiomal Bark,
Calhoun, Gecrgia. She carmot estimate the frequency of his visits,
but she did not believe that his visits were any more or less
frequent than any other banker having business with the RA. To the
best of her recollection the last time she recalls seeing Mr. LANCE
visit the office was the fall or winter of 1976. She does not
recall at this time the purpose of this visit nor the length or
time that he was in the office. She has reviewed her appointment
calendars and nctes which Zisclosed that his last scheduled visit
was on November 22, 1976.

She is awere that an Agreememt had been placed on the Calhoun
First Nationzal Bank. She was not aware of amy of the particulars
regarding this Agreement. She was also aware that this Agreement
was lifted.

Mrs. Gordon was shown a copy of a merprandum to the file from Mr.
TARLETON dated Noverber 22, 1976 which pertains to the lifting of the
Agreement for the Calkoun First Maticnal Bank and was asked to comment
on this memorandim, Mrs. GORDON advised as follows:

Her initials appear on this memorancur which indicates to her
that she typed the manorandum. She assumed that a letter would
have been sent to Calhowm First Matiomal Bank informing them that
the Agreemsnt was being lifted. This would conform with M-, TARIETON's
menorancs: to the file dated November 22, 1976. She does not
recall typing this letter. It was probably done by somecne else in
the office 1In all likelihood she would have surely seen or handled
the letter inasmuch as it would have required Mr, TARLETOMN's signature.
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Mr. DOMALD TARLETON, Regicnal Administraror, Sixth Region, advised:

Shortly after assuming his present duties as Regional Administrator
of National Bamks, Sixth National Bank Region, headquartered in
Atlanta, Georgia, he became aware of certain deficiencies in the
Calhoun First Naticnal Bank, Calhownm, Georgia. These came to him
from two sources: (1) an inmvestigation, including depositions,
into the accoumting for camwaipn contributions imvolving Mr. T.

BERTRAM LANCE and his race for the gubermatorial election for
Georgia. This investigation had been essentially completed and had
included members fram the Enforcement =nd Carpliance Division,
Washington, D.C. office. Because of timing he had no irnvolvement
other then review of some documentation. (2) the report of examination
which commenced on April 28, 1975 =nd was conducted by NBE RICHARD
T. NEWFLL, which to his recollection contained ssveral large protracted
overdrafts to insiders, a large volume of loans that were not
properly structured with definitive repayment programs or known
sources of income, and as he ramembers, it alsc contained criticism
in other areas of internal control and procedure. This was his
first encounter with insider problems in this magnitude and he
entered into discussions with the Enforcement and Campliance Section
over appropriate administrative action. The result was a formal
Agreement pursumt to the Financial Institutions Supervisory Act of
1966 which was entered into on December 2, 1975, between the Board
of Directors of the subject bank and the OCC through authoricy
vested in him bv then Camtroller of the Corency JAMES E. SMITH.
This was accomplished at 2 "called' board meeting held in his
office. The board was receptive to the corrective measures and
indicated an intent to comply fully with the provisions of the
Agreament.

As he recalled, there was substantial capliance with the
Agreement to the end that insider overdrafts were evenrually stopped
and an experienced lending officer was hired fram one of the Atlanta
banks to begin a proper structuring of leans. The end result of
this administrative action was a tuwrnarownd in the affairs of the
bank and although only $400 M of the requested $625 M was successfully
sold, adequate capital protection was achieved. Classified loans
began a clear trend of descent. These matters were conveyed to him
through monthly reports by the bank and by telephone calls from Mr.
Y.A. HETERSON of the subject bank, and by September, 1976, it was
his criricized areas, negating the need to contimue with the Agreement.

This was the subject of a telephone comversatiom, probably
initiated on some other subject, with First Depury Comprroller of
the Currency H. JOE SELLY in September, 1976. They discussed the
bark's progress and both felt the Agresment had served its purpose.
A visitation at the bark had already been scheduled to take place
in October, 1376 and he suggested they wait its results, and if the
banking factors were justified, they would release the Agreement.
He (SELBY) apreed with this suggestion. Le (TARLETON) did not



recall any other details of the conversation. The bank was his
assigned responsibility and he did mot recall having consulted with
ayone.

The visitation report was received on November 2, 1976 and
reflected irprovement in criticized areas with no HJ_nt of reverting
back to their old ways of doing business.

When placing any form of administrative action upon any
bank, cne question invariably asked is, how lmg will this action
_ remain in place? Directors are always told by him that it must
remain in place wntil they (OCC) are comvinced they have both the
ability and desire to operate their bank soundly znd properly. Once
this is demonstrated, the document serves nmo trpose.

On Noverber 2, 1976, he received the visitation repert of the
Calhoun bank by NBE A. LEE. He reviewed it and determined that the
bank had met substantial campliance with the articles with the
exception of the injectiom of $625 M in capital. He did not recall
when he reviewed this visitation report. 3Based on this report and
his prior knowledge of the bank's conditions explained sbove, he
believed the Agrear‘.ent had served its puwrpose and it should be
Temoved.

On November 16, 1976 he drafted 2 memwraendm to the file
end a letter to the Board, the contents of vhich were to campliment
them for their progress, urge correction of the violation of 12
U.S.C. 29, mention the remaining unsold capital stock (pursuit of
which appeared trmecessary because of adequate ratios) and the
likelihnod of bonding claim settlemen:, and request a continuaticn
of monthly reporting as is customary on all banks with classified
assets in excess of of gross capitzal finds. As he recalled,
the 12 U.S.C. 29 violation involved the retention beycnd the permissible
statutory period cf a former bank building. These are historically
difficult to dispose of, particularly in small towms, and is not
eonsidered to be of a serious nanre.

The question was raised as to vhy no mention was mada of
the decision to release the Agreement in his Nevember 16, 1976
maporandum to the £ile and letter to the Board. He had no explanation
with regard to the memorandim and didn't believe the letter to the
Board should have contained a reference to it.

To the best of his recollection, nothing significant occurred
with regard to the Calhoun bank hetween November 18, 1976 and
Noveober 22, 1976 to laad to the release of the Agreement.

He did not know why and can only speculate on the reason for
not releasing the Agreement on November 16, 1976. This period was
ane of the most hectic of his career and probably for the OCC., The
Sixth Region

is visibly understaffed.
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On November 22, 1976, National Benk of Georgia President LANCE
had arranged with his secretary for an appointment after Limch. He
(LANCE) arrived after having attended scme civic club limcheon
across the street from their office. The pwrpose of his (LANCE's)
visit was to advise confidentially that President-elect CARTER had
selected him (LANCE) to be OMB Director in the new administration
and to advise of the plans for mfmagement succession at NBG. He
said that Mr. KING CLEVELAND, who had recently retired and became a2
eonsultant with Cocpers and Lybrand, had agreed to return as head
of NBG until a permanent replacement could be found. He further
stated that he would probzbly have to dispose of his shares in NBG
or place them in some kind of trust arrangement. There was scme
conversation about the role of the B Director and similsrities
between that position and head of the Department of Transportation

onge::rgia, a post he had held earlier. He (LANCE) then left the
office.

Mr. LANCE did not on that or amy other date request release
of the Calhoun Agreerent. In fact, he (TARLETON) didnot recall
Mr, TANCE ever discussing anything relating to Calhoun subsequernt
to the execution of the Agreememt. To the best of his recollection,
no one from the Calhoun bank, the OCC, or any representative of
Mr. LANCE, verbally or in writing to him personally, requested
release of the Agresment.

He could not recall the reasons why he then decided to take
action on the Calhoun bank. He did not recall if the papers were
on top of the work pile on his desk or if Mr. LANCE's visit served
as a reminder. Nevertheless, he decided to take action to remwe
the Agreement on November 22, 1976.

Later that day he had a conversation with Regional Counsel
H GARY PANNELL regarding the release ¢f the Calhoum Agresmemt
to be sure of his authority to do so. He (PANNEIL) advised rhat he
(TARLETON) did have that authority.

He vaguely recalled a discussicon with Mr. PANNELL concerning

an earlier release of en Agreement on the Bank X
Allegedly, Mr. SERTNO, Directer of

Enforcement and Corpliazmce, instructed Mr. PANNELL that cnly the
Camptroller had the anthority to remove Agreemsnts. He did not
recall Mr. PANNELL informing him of these inmstructions. "hatever
discussion he had with Mr, PAMNELL and whenever it occurred, had no
bearing on his actions regarding the Agreement. Nevertheless, he
again discussed this matter with M. SELBY who is his immediate
superior in Washirgton, D.C., to orally relay to him the results
of the visitaticn and seek his concurrence in the release of the
Agreement. He (SELBY) again concurred in the Asreement i
served itz purpose and to its release. He did not recell which of
the conversations (PANTELL or SELBY) took place first., These
discnissions were made to reinforce his judgment and gain concurrence
in the legal and banking factors involved.



His decision to release the Acreement was based upcn the -
improvements noted in the ASHIEY LEE visitation report and monthly
reports from the bank.

He did not remember discussing the possible release of the
Agreement with anyone other than Mr. SELBY and Mr. PAMMNELL.

He asked Mr. PAINELL to draft the letter effecting the release
of the Agreement, vhich he did. It was executed and mailed with
copies to the Vashington, D.C. office. He requested a notation on
the copies making reference to his telephone conversation with Mr.
SELEY. This was for the purpcse of documenting his concurrence. He

did not recall that there was any special urgency to get the letter
out that day (November 22, 1976).

The Bank X problers ocowrred prior to his arrival in Atlmta
and the Agresment was executed prior to his arrival., File documentation
indicates that by early in 1976 sufficient control had been acouired
by Holding Co. to rempve @n individual

from wham the Agreement was zpparently desigmed to protect.

The holding cormpany placed new management in charze and irmroved
the condition of the bank. In a memorandum to the file dated
April 14, 1976, TRA FRAK referred to the change in ovmership and
improved condition citing a need to review the Agreement in order
to determine whether the bank could be released. In a subsequent
meroranidun of Avgust 24, 1976 DRA FASBEMDER. alluded to the same
factors =nd indicated the Agreement served its purpese and was no
lomger necessary, He recamended termination. In a brief note, he
instructed Regicnal Counsel PANNEIL to draft an appropriate document
to release the Agreement., He did so on September 23, 1976, and he
(TARIETON) signed it. |

The difference between the Bank X case and the Calhoun case
in handling seems to be in the case of Barmk X the lack of telephone
concurrence from Washington, D.C. amd recommendations from the
TRA's,

He could not swear that there was no telephone contact with
Vashington, D.C. either by himself or anyone else, but he did not
recall it. DRA opinions emanate fram routine handling of incoming
correspendence on @ bank that, if his memory serves him correctly,
was charged to DRA FRANK, not himself. The banking factors in each
case are very different because the Bapk X case was more 2 case of
protecting the bank against samething that no longer existed.

These differences are in his view minor and may be attributed

either to his inexperience in such matters or to lack of a definitive
C policy or both..
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At that time, written instructions pertaining to the procedures
for lifting of Agresments did not exdist and he did not recall being
gware of the instructions which had allegedly been transmitted to
Mr., PANNELL from Mr. SERINO. He believed his method was right and
his judgment was reinforced by his Regional Counsel and his immediate
superior, First Depury Comptroller for Operaticns, H.JCE SELBY.

Mr. IANCE's new position had nothing to do with his decision
to release the Agreesment. He (TARLETON) would have nething to gain
since he has never aspired, and in fact would prefer to aveid, any
position in Washington, D.C., OCC office or otherwise, nor to
becoming RA in any 'momey center’ region (which would normally be
comsidered a promotion). Neither would there be mometary incentives
since he is already a GS-16 and such a change would not likely
improve that. Relocating would only be costly and lower his present
standard of living by going to a higher cost ciry.

M .LANCE mever cffered him a position in B. He did not

recall suggesting the names cf anyone to Mr. IANCE for any position
in the Federal Goverrment .

He does not recall ever h&ving‘ had a conversation with Judge
SIDNEY SMITH or having ever heard of him.

He never received instructions from or had any discussions
with anyone in the OCC regarding iy acticns taken in this matter
as a result of Mr. IANCE's appointment.

This action was not taken in any way to preclude exvbarrassment
to Mr. LANCE or preclude any public disclosure of the fact the
Agreement existed. This is supported by his discloswre of it to an
agent of the Federal Bureau of Investigation who was conducting an
imvestigation for purpeses of the upeoming confixmation hearings on
Me, LANCE.

He has had the following meetings with LANCE:

On Septatber 3, 1975 Messrs. T. BERTRAM LANCE and KNG CLEVELAND
introduced themselves to him at his (TARLETON's) office.

On Septamber 22, 1975 Messrs. LANCE and Y.A. HENDERSCN met
with he and DPA FASBENDER. Tris was at their request and he could
only assume it dealt with the Calhoun bank in some way. He does
recall taking the opportunity to chastise them for the overdraft
abuses revealed in the exammination report and he recalled questioning
the 'integrity' of persons who would use their bank in such a
marmer.
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On October 24, 1975 Messrs. LANCE and CIEVEIAD, (he did not
recall anymme else from his office nor the subject matter.) This
may have dealt with general conversaticnover their plans to increase
capital in NBG and apply to the Federal Reserve Board for permission
to establish a holding comany. It was their intent to gradually
achieve statewide expamsion through the holding corpany vehicle
pursuant to a recently enacted state statute making this possible
begirming July 1, 1976.

On December 1, 1975 he scheduled a meeting or made a telephane
call to advise Mr. LANCE of OCC's intention to enter into an Agreament
the following day with the Calhoun Board. This course, vhich was
concwrred in by the Enforcement and Compliance Division, was believed
to be, and timmed ocut to be, ''good strategy to the execution
of the Agreamemt.

On Decgmber 2, 1975 a meeting was scheduled with the Board
of Directors of Calhoun First Wational Benk for purposes of entering

into an Agreement for correction of existing deficiencies in the
bank.

On March 1, 1976, a luncheon meeting was scheduled at Davis
Bros. Festaurant with Mr. LANCE and Pegional Counsel PATEIL. He
did not recall the specific subject matter.

On April 16, 1976 a luncheon was scheduled at Commerce Club
and Messrs., 1LANCE and CLEVELAND, NBG; Mr. JACK DUIW, Georpia State
Commissioner of Banking; Mr. MOWROE KIMBRELL, Presidemt, Federal
Reserve Bank of Atlanta; and he and perhaps Mr. 1EWIS BEAZICY,
Pegional Director of FDIC attended.

On May 13, 1976 a meeting between him and Mr. LANCE. He
did not reczll if amyone else from his office attended nor did he
recall the subject matter. It could have been the faltering Mercantile
National Bank, Atlanta, Georgia, who had concacted NBG along with
others 25 a2 possible purchaser.

Cn July 6, 1976 Messrs., LANCE, CLEVELAND and GREEN of NBG and
PANMELL and he from his office met. He believes this was probably
a sumation discussion of their rescue of Mercantile including
custamer effect, findings of problem assets, public reaction, plans
for the newly acquired branches, etc.

On Septevber 23, 1976 a luncheon with Mr. LANCE and Mr. PANELL
of his office was held. As he recalled here wvas general discussion
on the economic problems as they have affected Atlanta and he
recalled specifically Mr. 1ANCE advising them of the serious difficulties
and likely coming failure of the state chartered Hamilton Bank and -
Trust Company, Atlanta, Georgia.
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. He did not recall having anv comversatiom with NBE ASHLEY IFE
either prior to or following his October 28, 1976 visitation. There
was no attempt on his part to in any way mflu&mce the results
of his wvisitation.

He did not know the names of anvone who served on the CARTER
Transition Team and did not receive any cammication fram anyone
purperting to be on said team,

A memorandum to the file, dated September 20, 1976, fram Mr., H. JCE
SELBY, First Deputy Cooptroller for Operations, disclosed:

Regional Administrator TARLETCN telephemed him
(SELBY) on September 20, 1976 to discuss the possibility
of removing the Agreement which had been immosed upon
the Calhotm bank. Regional Administrator TARLETON
was of the opinion that the bank had made substantial
strides in effecting correction, and that the management
and directors had been cooperative in their efforts.

He (TARLETON) felt that the Agreement was no longer
needed in light of these facts. .

He (SELEY) indicated to Mr. TARLETCN that the
decision was primarily his (IPLRIm”S) ta be based
uwpon his assessment of the bank, since he (TARLETQN)
had primary supervisory respcnsib:“_lities, and that he
(SELBY) would rely on his (TARLET(N'S) judgment. It
was supgested that the results of a forthcoming
visitation would substantiate the progress made by
the bank.

Mc. MILDRED V. GRIFFIN, Administrative Assistant to the First
Deputy Camptroller for Cperatioms, advised:

She was on amual leave on September 20, 1976, and subsequent
days of that week. She is reasonably certain that she did rot type
the September 20, 1976 remorandum to the Tiles £rom Mr. H.JCE SELBY
concerning the Calhoun First National Bamk. She normally uses the
same type but uses the 10 pitch instead of the 12, she normally
capitalizes the letter "f'' on Files and normally puts a dash instead
of a cama between Mr., SELBY's name and his title.

i7s, KAREN ANN KING, Administrative Assistant to First
Deputy Comptroller ROBERT BLOOM, advised:

She reviewed a copy of the memorandum
dated September 20, 1976 from H. JCE SELBY
to the files on the Calhoun National Bank,
She never saw it before and did not type it.
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Ms. CAROLYN S. HAMMEL, Secretary to Deputy Comptzoller for Operatioms
Review, advised:

She did not type the memprancum, dated September 20,
1976 to the file from Mr. H. JOE SELBY, and was not aware of
its existence. She has never served as Mr. SELBY's secretary
and has never done any typing for him.

Mrs., HILDA 0. LEUVER, Secretary, OCC, reviewed a memorandum
to the file dated September 20, 1976 from Mr. H. JOE SELBY
concerning the Calhoun First National Bank and advised:

She did not type this memorandum nor
does she recadll ever seeing it. The type
is one of the elements known as 'letter
gothie' from an IBM Selectric Corrective
typewriter. Mr. SELBY's secretary has omne
of these typewriters, which is a very common
typewriter in OCC.

She did not recall ever seeing a
typewriter in Mr. SELBY's office., Mr. SELBY
is the type of person that would not do any
typing himself. She believes that if he had

any typing, he would have his secretary or some-
one else do it.

Ms, BEVERLY JEAN BURNETITE, Secretary to the Executive Assistant to
the First Deputy Comptroller for Operations, advised:

She sometimes sits in for Ms. MILDRED GRIFFIN who is the
Administrative Assistant to the First Deputy Camtroller for Cperatioms.
She reviewed her (GRIFFINS) daily log for March 1976 through Decerber
1976 and determined that on September 20, 1976 she did act as Mr.
SELBY's secretary in Mildred's absence. She is aware of this fact
because she has seen her telephone notes dated Septerber 20,
stapled in her (GRIFFINS) log., She was shown a memprandum dated
September 20, 1976 to the files from Mr. H. JOE SELBY concerning
the Calhoun First National Bamk. She is positlve she did not type
this letter for Mr. SELBY because he just recently started dictating
to her,

A review of the daily calendars by MILDRED GRIFFIN for H. JCE

SELEY, First Deputy Comptroller for Operations, revealed the following
pertinent information:

9/20/76 "Mr. TARLETON 9:45"

10/1/76 "9.00 TARLETO in”

10/15/76 " Hilton Head 6th RAC & Staff"
10/15/76 '""In Hilton YHead"

11/22/76 . "TARLETON"

-38~



12/10/76 "TARLETCN''
12/15/76 "“*talked to TARLETON"

Mr. HARRY JOE SELBY, First Deputy Comptroller for Operatioms,
advised:

In his pesition as First Deputy Comptroller for Operations
all paper work and placing Agreements on banks go through his
office. He has no specific recollection of the Agreement being
placed on the Calhown Bamk. He is gware that such an Agreement was
in effect, however, because in Seprerber 1976 Regional Administrator
DON TARLETGN called him for the purpose of discussing the Calhoun
Bank, RA TARLETON advised that he wanted to lift the Agreeament
because the conditions of the Agreement had been satisfied, the
Directors of the bank had been cooperative and the Agreement had
served its purpose. He advised RA TARLETON that he (TARLETON) was
the principal esuthority and that if he believed the Agreement
should be lifted it was his responsibiliry. RA TARLETON informed
him that there was a visitatiom scheduled and he (SELBY) suggested
that Mr. TARLETON wait until the results of the visitation were in
before Mr. TARLETCN released the Agreement. Mr. TARIETON agreed
with his suggestion. To his best recollection, Mr. TARLETON called
him because he had previcusly removed the Agreement on another banlk
withour obtairing eoncurrence froem Washington.

His (SELBY's) memory of the bemk in question and the action
taken was only a fleeting memory, and he vas unsure of the time
frame, but he knew it was a bank in Regicn Six, he believed a bank

Mr. TARLETON's action easused Mr. ROBERT SERINO to have
a discussion with him (SELBY) conceming procedures for removing
Agreements. It was Mr. SERINO's centention that all Agreements
should be lifted only with the comeurrence of the Enforeement and
Compliamce Diwvision. Mr. TARLEICN was making this phone eall
concerning the Calhoun Bank because he (TARLET(N) was aware of Mr.
SERINO's concern. He (SELEY) did not believe M-, SERINO had written
anything concerning the procedures for removing Agreements. He
(SELBY) dictated a mamprandim concerning Mr. TARLETON's discussion,
vhich was to have been placed in the Calhoun files in Washingtom,
D.C. and Atlanta. He identified a copy of his mermprandum dated
September 20, 1976. The date shovm on the memorandun is the date
he received the phone czll and dictated the memorandum.

He has been informed by the Inspecters that the agreement on
the other bank in question, the  Bank X was not lifted wntil
September 23, 1976. He could not explain this discrepancy except
that his mamory of the events and time frames was confused. He
believed that TARLETON knew Washington was upset over what he had
done by releasing the Banmk X Agreement and that is why he called
him on the Calhoun Bamk. He was also advised by the Inspectors
that Mr. SERINO prepared two docurents to him concerning the discussion
of irplementation of same of the procedures for removing Agreements.
He reviewed those documents, and he is quite sure that he was aware
of thoem at one time. However, he did not specifically recall their
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existence until they were shown tc him by the Inspectors. The fact
that these mamorandumns existed did not represent a written policy
concerning the removal of the Agreesments. These documents were
merely Mr. SERIND's suggesticns. However, he has no knowledge that
they were officially implemented.

He was advised by the Inspectors that the procedures cutlined
in Mr. SERDNQ's mamorandim were discussed at a Regional Coumsels '
meeting prior to November 22, 1976, However, he has nc knowledge
that this ocomrred., He was also advised that neither his secretary
nor any of the other secretaries, who occasionally do work for him,
could recall typing the September 20, 1976 meroramdum and that
these same secretaries have also stated that they could not have
typed this memorancum for various reasons. He was also advised
that the only copy of this memoranaum was located in his chronological
file and was not found in any of the Calhoun Bank files in Atlanta
or Washington, D.C, He had no explanaticn for these discrepancies
in his statement. In his oral statement he advised to the best of
his knowledge that he did not type the Septamber 20 memorandum.
However, in light of the information related to him and Hirther
contemplation, he has concluded that he did, in fact, cype the
merorandum, He did this because the secretaries were out and it was
late in the day. This is not an unusual practice for him. To the
best of his knowledge, the date shown on the memoranmdum is the date
of the phone call from Mr. TARLETON. The purpose of the Septearber
20, 1976 memorandum was to document the files because it involved a
problem bank. In his mind this memorandum also represented his
approval for the removal of the Agreememt.

Sometime subsequent to the September 20 comversation with Mr.
TARLETON, but prior to November 22 the Regional Administrator in
San Framcisco sent him 2 memprandum requesting the approval for
releasing an Agreement on a bank in Bank Y */ He sent
this request to the Bank Review Division which forwarded it to the
Enforcement and Compliance Division. He believes the Enforcement
&nd Compliance Division drafted a memorandum for the Comptroller's
signature releasing the Agreement. It is possible that he signed
this memorandum as Acting Camptroller, but he does not recall.
This actien was tzken in this marmer because Regiomal Administrator
HENSEL sent the request and information into Washington by letter.
It has always been his opinicn that the Regional Administrator's
had the authority to remove Agreements and that it was Not necessary
for it to be approved by the Enforcement and Compliance Divisiom.
At this time, there were no written procedures concerning the
removal of the Agreememts and no cne had formlated any written
policy to that effect. This would explain wiry various Agreements
were removed in different ways. .
He was shovn a copy of a mamorandum to him by Mr. RORERT
SERING, dated Movember 3, 1%75. This memorandum deals with susgested
procedures for the removal of Inrmal administrative Agreements. He
received this memorandum are! :o the best of his knowledge was
holding it for discussion i a Regional Administrators' meeting. He
attended a Regional Acminisctrazors' meeting in Dallas, Texas in
November 1976, however, due to scheduling of the agenda items he
did not recall Mr. SERING's merrandum being discussed, nor did he
*/ Bank Y unrelated to NBG, Calhoun, or Region 6
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recall if copies were provided to the Regional Administrators.

On Noverber 22, 1976 Mr, TARIET(N called him and told him that
he (TARLETGN) had removed the Agreement fram the Calhoun Bank. Mr.
TARLETCN said that the visitation had been conducted and that all
the conditions had been met. Mr. TARLETON said

satisfactorv progress was being
made, Mr, TARLEION acdvised that the Agreement had served its
purpose and that it had been lifted. He (SELBY) believes his
conment to Myr. TARLETON was merely, "That's fine." Mr. TARLETON
did not request that he be allowed to rerwve the Agreement. His
call was merely to inform him (SEL3Y) of the reasons for ramoving
the Agreement. Mr. TARLETON advised that a copy of a letter lifting
the Agreement would be sent to him.

Sametime during this period, Mr. TARIETON menticmed to him
that Mr. BERT LANCE would be nominated to be the next B Director.
From his memory, he believes that this ocourred during the phane
call on Movember 22. He does mot believe there was any significance
between the two, that is, LAYCE's appointment and the removal of
the Agreement. He did not mzke a memorandum to the file as he had
done on September 20 because a copy of the letter removing the
Acreement was being forvarded to him. He did not review any files
pertaining to the Calhown Bank at any time between September and
November 22. He relied fully cn Mr. TARLETO®M's judgment from his
review of the situation. Mr. TARLETM did not tell him what files
or reports he had reviewed in order to meke his decision other than
the visitation report of October 1976.

On November 26 he received a memorsmcim from M. RORERT BLOH,
Acting Comptroller, which instructed him not to consent to the
removal or ramove any future Cease and Desist Agreements, At the
time of receipt, he did not know if this memorandum referred to the
Y Bank or the Calhcun Bank, He atterpted to contact Mr. BLORM
on Noverbaer 26, 1976, however, he bad already left for the day. On
Hoverber 29, Mr. BLOXM called him into his office and said that he
(SELBY) had better fill him in on the details of the Calhoun Agreement.
He perceived Mr. BLO®M's only concern to be the timing of the
reroval, and that it was a "political firecracker. Mr. BLOGM was
not very happy with the action that had been taken. He explained
to Mr., BLOOM that this decision had been discussed in September
with Mc, TARIETON. He did not show Mr. BLOOM a copy of his September
20 memorandum. Proootad by Mr. BLOGM's memn and to satisfy his am
curiosity, he had reviwed the visitacion report prior to his meeting
with Mr, ELOOM. The remort agreed with the information Mr. TARLETON
had furnished him over the phone on Noverher 22.

He did, in answer to the Inspectors'direct question, affirm
that he asked Mr. ROYAL DINEAM how Mr. BLOOM vas informed about the
Agreement being lifted. He did this just to determine how it came
te Mr. BLOX's attention. He wzs 'mset because he had met been
included in the original discussicn when Mr. BLOGY was informed.

He was not upset because !¥. TIITiaM had told Mr. ZLCQAY. As a
result of his being reprimanded by Mr. BLOGY he chose mot to have
any further involvement with the Calhoun Bank or the MNational Bank
of Georgia.
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He did not econcur in the removal of the Agreement for any
purpose other than his reliance on Mr. TARLETON's capabilities as a
Regional Administrator. He (SELBY) did not hope to be named Comptroller.
He did not agree in this action, with the hopes of forwarding
anyone else's career, specifically Mr. TARLETON's. He did not take
this action in an attempt to gmbarrass Mr. BLOM or in an attemt
to discredit him in any consideration for the Comprroller's office.

He has met Mr. LANCE on approxdimetely three occasioms, the
filrst time at their meeting being in October 1976 at Hilton Head,
South Carolina, at a Regional Advisory Coomittee meeting. 1Mr.
IANCE as a National Banker, was interested in implementation of new
policies and procedures in the OCC that was progressing at that
time and of which he (SELBY) was in charge. Mr. LANCE also asked
his opinion as to whether the Comtroller of the Currency should be
a career amployee of the OCC or an cutside professional. e indicated
he was firmly in the belief that the latter was the desirable One
fram his point, in that an cutsider would be attumed to national
policies with the administration and would be more dynamic in
leading the organization. At no time at this meeting or at two
other occasions of meeting Mr. LANCE or in telephone conversations
did che subject of Calhown First National Bamk or Natiomal Bank of
geiorgia gor any banking matter concerning the two come wp or were

scussed.

The Inspectors showed him a letter dated November 4 to Mr.
LANCE concerning their recent meeting at Hilten Head and the benefits
derived from the meeting. In addition, He (SELBY) pledged his full
cooperation and offered any background information on the office of
the Cooptroller of the Curremcy. BHe did this because Y. LANCE had
expressed interest in the recent changes in the organization and he
wanted to let him know that he could have access to any information
relative to the OCC's recent reorganization. He did not write this
letter with the intention of gaining favor with Mr. IANCE. He has
always contended that the Camptroller's office shcould be held by a
political appointee and not an insider. He was told, as well as
- other executives of the OCC, at a reception of the Horth Carolina
Bankers that Mr. LANCE had indicated to them the four current
candidates for Comtroller of the Currency, the list containing the
names of three OCC executives, namely BLOOM, HALL, and DeSHAZO.

His name was not on the list. He, therefore, knew he was not being
considered, confirming his position of not being a candidate.

Mr. ROBERT BLOMM, First Deputy Comtroller of the Currency, advised:

He became aware sametime in 1976, prior to Novermber,
that an enforcement Agreement pursusnt to the Finmancial
Institutions Supervisory Act of 1966, had been entered into
with the Calhoun First National Bank. He could not re-
_call the exact date, or who told him. He did nmot participate
in the negotiations leading up to the enforcement Agreament.
He would assume that Mr. SERTNO, Director of the Enforcement
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and Campliance Division, or somecne else fram the Enforcement
Division made him aware of the Agreament. He had no prior
knowledge, or prior discussions with anyone comcerning

the lifting of this Agreement.

He first learmed that the Agreement had been lifted
when he saw a copy of the letter from Regiomal Administrator
TAFLETON to the Board of Directors of Calhoun, daced November 22,
1976. Mr. TARIETON did rot send him a copy of the letter
directly. However, a copy was furmished to him by scmeone in
the Washington CCC office on November 26, 1976. He did not
recall who in the Washington office furmished him the copy
other than his secretary.

He was quite armoyed that Regional Acministrator TARIETON
and Deputy Conptroller SELEY had lifted en enforcement Agree-
ment without his comsent, as Acting Camptroller. He had
never heard of an enforcement Agreement being lifted without
the Camptroller's consent. He has since learned that there
was a prior instance in Mr. TARIETON's Region in Bank X
Florida., He was not comsulted on the Bank X acticn either.
It has zlways been his position that -only the Camptroller
has authority to lift an Agreement entered into wunder the
Supervisory Act,

It is possible that there may have been some confusion
ammg Regional Administrators and others in the office
on the question of authority to lift Agreememts. Mr. SERING,
the head of the Enforcement Division, in early Noverber 1976
worked up a draft set of procedures to be followed, before
Agreements were lifted, and this draft may have been on the
agenda of a Regicnal Administrators' meeting which was held
in Dallas, Texas on Noverber 8 and 9, 1976.°

He was quite armoved with Mr. TARLETCN and Mr. SELEY
when he saw the Noverber 22 letter to Calhoun. He informed
Mr. SELBY both orally end in writing that this was never
to be done again. PFe did this either on Novamber 26, which
was a Friday, or the following Monday. He also believes
he spoke to Mr. TARLETGH and informed him of his (BLOOM's)
teelings sbout the matter and advised him not to repeat such
action.

His reasons for being upset were first, that it appeared
to him as a challenge to his authority as Acting Comptroller
and in this comnecticn he was probably wore upset with Mr.
SELBY than Mr. TARLZICM since ne believed that no Regional
Administrator would have taken such an action without the
approval of someone in “ashington. Second, he alsc was
concerned about the timing of the lifting of the Agreement
in relation to Mr., LAW(E's prcbable appointment as a high:
official in the new atministration. He knew that this could
be the subject of possible misinterprezation by the press.
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He considered send:i.ng a letter to the Calhoun Bank
rescinding Mr. TARIETON's letter. He first had to determine
whether or not the lifting of the Agreement was justified en
the merits. He recalled discussing the matter with Mr.

WES MURPHY, the Deputy Ccrpf:*oller for Administration. He
also discussed it with Mr. DAVID SCHAUB, of the Enforcement
Division, and he (BLOOM) obtained the most recent files on
the benk from Mr, ROY DULHAM, of the Special Projects
Division, After reviewing the progress made by Calhoun
since the Agreerent was entered into, it was his conclusien
that the bank was in substantial camlimnce with the sgree-
ment and had improved its condition significantly. Ue
eould not recall whether his review of the files took place
on November 26, 1976 or the following week. He recalled
that Mr. SCHAUB advocated (te does not know how seriously)
his (BLOOM's) taking rather drastic action such as firing
Messrs. SEIBY and TARLETON as well as advising Calhoun that
the Agreament was lifted without authority. With respect
to the action of restoring the Agreement, he (BLORM) actually
gave that possibility serious ccmsideration, but after
reviewing the files of the bank and the progress made, he
concluded that the lifting of the Agreement was defensible
on the merits. To restore it would be, in effect, to
penalize the bank for what was essentiallvy a matter that
had to be resolved internally within the Corptroller's office.
He believes that he reviewed Mr, DIFHAM's file which should
have contained all correspondence to the bank. He also
believes he asked the Enforcement Division to inform him as
to the latest situation as far as corpliznce with the
bgreement, He believes he discussed the matter vwith Mc.
SCHAUB and with Mr. TARLETON.

The question as to whether the Agresment could have
been reinstituted after NMovember 26, 1976 rust be distinguished
from the guestion whether the record of the bank's performance
supported the lifting of the Agreerent on Noverber 22, 1976.
He based his decisiom mot to reimpose the Agreesment basmally
on the information concerning Calhoun's progress supplied to
him by M. TARIETON, Mr. DUZ\IHAM and Mr. SCHAUB. He did not
have available at that time z2ll of the Exaniner's
meroranda contained in the Atlanta Office. He was shown copies
of these marcranda contained in the files by the IRS Inspectors.
These memorandza show that the bank had made substantizl progress
in response to the major articles of the Agreement, however
they also mentioned a mmber of other areas that still were
in need of correction and irprovement. He could not say
that these wemoranda would have changed his decision not to
reimpose the Agresment. He could say with certainrcy, however,
that with the details of the progress of the Calhoun Bank as
reflected in the June 18, 1976 memorandum by Assistant National
Bank Examiner JOYCE SAXOW, and also considering the semsitivity
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of the timing problem, he would never have consented to the

lifting of the Agreeament at that time. His decision not to impose

the Agreement was based strictly on the informationm available to

him in Vashington, D.C. as well as verbal assurances from Mr.

TARLETG and others that the bank's condition had improved significantly
since the signing of the Asreament.

He also had same doubts as to OCC's legal position on
reirmposing =n Agreement which had been ''terminated' by a
Regional Administrator. He also considered whether any
disciplinary action was possible or appraopriate in cornection
with Messrs. TARIETON and SELBY. Mr. SCTIAUB was of the
opinicn that thev both should be fired. He discussed the
legal possibilities with Mr. MURPHY. He did not think Mr.
SCHAUB's suggestion could practically be followed considering
the nature of the problem. The other pessibilicy of some
sort of official reprimand alsoc did not zppsar in order
because of the doubt whether the standing instructions on
lifting enforcement Agreememts were clear.

The gquestion was raised whether his decision not to
impose the enforcement Agreement was colored by amy hope
of his being nzmed permement Comptroller by the incommng
Administration. The amswer is negative, and this applies
to any of his other actions in cormmection with Mr. LANCE
as well. He regarded the LAMCE problem as essentially
a2 "no win'" proposition as far as his chances for being
appointed Campiroller. Any actions beneficial to *Mr.
LANCE would do damage to his chances because of the
comections inevitably to be made by a suspicious press.
Mr. LANCE as an ex-banker had also publicly armounced
on a turber of occasions that he would not participate
in any matters affecting bank regulatioms.

He understood that LANCE entered into an express Agrearent
to that effect with the Senate Conrmittee which confirmed
him. On the other hand, any actions detrimental tc

Mr, LANCE could hardly be expected to help his chanees.

He thought that his (BLOOM's) attitude towards that
appointment was that he (BLOGY) never really entartained ruch
serious hope of getting it. He never "campaigned’ in the
usual sense for the job--visited or called any Ceongressmen
or political types. He told Mr. LAYCE ke had written a letter to
Secretary-dasignate SLIMENTHAL asking to be considered for the
Office of Comptroller of the Qrrency.
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Financially he had very mixed feelings about sisning on for

a five year term as Comptroller since his funre plans should
include saving same momey for the education of two young
children, something he had been unable to do while working

for the government., He had no official or actual knowledge
of his name being on any list of possible candidates for the
Comptroller's position, but as the Acting Coamptroller it would
not have been swrprising if such were the case. He was not
aware and never has been that Mr. LANCE asked for the
submission of names in that regard.

Sametime either Friday, November 26, 1976, or the follawing
Monday or Tuesday, he confronted Mr. SEIBY with Mr. TARIETON's
Novermber 22, 1976 letter lifting the Agreement and advised
him in no uncertain terms of his (BLOOM's) displeasure. His
conversation with Mr. SELBY was pointed, but brief. He made
it clear that he could not understand his action and that it
was not to be repeated in any futiwe cases. Mr. SELBY made
some attampt to justify his actions by referring to a
previous case in which an order had been 1ifted by a Regional
Administrator without control ¢r approval. Mr. SELBY stated
he believes, that he (SELBY) had been in discussion with
Mr. TARLETOM earlier in the year about lifting the Agreement
at Calhoun. Me was shown by the IRS Inspectors a file merorandum
from Mr. SELPY dated September 20, 1976, which relates to a
telephone conversation between Mr, TARIETCM and Mr. SELBY
on that date concerning the possibility of removing the
Agreement. He has no recollection of having seen this
merprandum before, although it is possible that he may
have., If he had read the Septexber 20, 1976 SELBY file
memprandum at the time, he does not believe he would have
taken any particular actiom. There was nothing wmusual
about a Regional Administrator and Mr. SELBY discussing the
progress of a bank under Agreement and he would hawve
assumed that mo final action would be taken with respect
to the Agreement without his approval.

His secretary's calendar indicates a call from him
to Mr. TARLET®N on November 16, 1976. He could not recall
the subject of this telephome conversation but he definitely
knows that it did not relate to the lifting of the .
Agreement at Calhoun. He telephoned Mr. TARIETCH last week
(week of August 21, 1977) to see if TARIETON remembered
the subject of the MNovexber 16, eomversation. TARLETXR
did not, but he agreed that definitely it did not touch on
the Calhown Agreement. In the course of discussing the
matter, Mr. TARIETON menticned that he (BLOGM) had spoken
to him after the Agreement was lifted, expressing his
(BLOQ{'s) displeasure. He had not previocusly recalled
calling Mr. TARLETON for this purpose and he (BLOGH)
assumed that his remarks may have been made in a call fran
Mr. TARLTTCN to him on Decamber 1, 1976. He has been



asked whether Mr. TARIETON, in his conversation with him
on December 1, 1576 referred to corversations between
Mr. TARLETON and Mr. SELRY in Septamber of 1576 on the
possible lifting of the Agreement. He did not recall
Mr. TARLETON referring to such conversations, but it

is possible that he did so.

Semetime in December 1976 he asked that all files
pertaining to Calhoun and ¥BG in the Washington office
be placed in a combination lock safe located in a closet
adjoining the Comptroller's Office. He did this solely
for security reasons. There was considerable press interest
occasioned by Mr. LANCE's nomipation to be OMB Director and
he did not want any information concerning the banks with
whnich LANCE was associated to bethe subject of unauthorized
leaks. OCC's experience with leaks of information from
their files had not been particularly good during the past
two vears as is well lmown., Employees in the Enforcement
Division or the Bank Review Division knew at all times
where the files were and were allowed access to them by
asking his secretary or him. He had no special interest
in protecting Mr. LANCE in this regard, but recognized the
probability of high press interest and he believed that the
files of banks with which Mr. LANCE was associated were
entitled to as much protection as the law or regulatiens

Tequired.

~In addition to the information Mr. BLOM fimnished in his original
affidatvit, he provided respomses to the following questions:

Q. Tdentify members of the transition team you discussed
your desire to be considered as Comptroller.

A. T did not discuss the Comptrollership with any members
of the transition team, I was aware that Mr. DICK BREATTY,
a friend of mine, had written a letter to Mr. NICK ARIIIEL,
head of the Washington transition office, on my behalf.

Q. Did you ever discuss your desire to be considered as
Comptroller with 1ANCE at any time?

A. I don't believe so. I did tell him that I had written

1j:ob5ecref_:ary ELIMENTHAL asking to be considered for the
ob,
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Q. Did you see ASHLEY 1EE's October 28, 1976 visitation
report at the time the Agreement was lifted and did
the contents influence your decision to not reimpose
the Agreement? If you did see it, would the informa-
tion contained therein have influsnced your decisiom,
had you seen it?

A, T think T did see it. The contents weighed for a
decision to reimpose, but were not sufficient to
overcame the factors against reimposition; namely,

(1) the recapitalizaticn of the bank, (2) cessation
of most bad practices, (3) new loan officer, (&)
unfairness to the bank and Mr. LANCE of the confusing
publicity, which prcbably would result, (5) penalizing
the bank because of lack of control within the
Comptroller's Uffice, (6) legal doubts over whether
we could reimpose after termination.

JOHN L. MOCRE, Jr., President and Chairman of the Import-Export
Bank of the United States, advised:

From July 1976 wntil January 20, 1977 he was
Special Counsel to the CARTER-MWDAIE Transiticn Group
on Ethics and Comflicts-of-Interest. After President-
elect TIMMY CARTER's Inauguration on Jarmery 20, 1977
he assisted the White House Counsel in the review of
financial pepers for presidential appointees. He was
imyolved in this particular line of work until April
1977. Prior to that time he was a partmer in the
Arlanta, Georgia law firm of Alston, Miller and Gaines.

Sometime in November 1976, Mr. PHILIP AISTCH, a
pariner in the law fixm, called him into his office.
at a'ppromxately 5or 6 p.m. When he arrived in
Mr. ALSTON's office he moted that Mr. T. BERTRAM LANCE,
President, National Bark of Georgia (NBG), Atlanta,
Georgia, was there. Also present was Netional Benk of
Georgia Attorney ALEX SVMITH. Mr. SMITH is with an
Atlanta based law firm.

Mr. LANCE stated that the reascn he had come to
the firm was because he had a telephone call from
President-elect CARTER from Plains, Georgia asking him
(LANCE) to come to see him in Plains the following day.
Mr. LANCE surmised that the President-elect was going
to offer him either the position of Secretary of the
Treasury or the position of Director, Office of Mznage-
ment and Budget (OMB). Mr. LANCE indicated that he
thought it would be the OB position. Mr. LANCE stated
that he wanted the firm of Alsten, Miller and Gaines to
represent him in his personal finanecial matters in
cormection with his confirmation hearings.
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Mr. ALSTON had called him (MDORE) into his office
because he wanted technical advice regarding conflict-
of-interest, knowing that he QMDORE) was with the
Transition Grouwp. He (MOORE) was caraful not to irvolve
himself in that meeting as a member of the law firm
fram the standpoint of conflict-of-interest.

One of the matters discussed was the divesting of
NBG stock owned by Mr, LANCE. He informed Mr. LANCE of
the starutory requirements and guidelines beyond the
requirements of the statute dealing with conflict-of-
interest (18 USC, Section 208, Chapter 2) and what
the administration was going to require. He indicated
the Mr. LANCE should talk to Mr. CARIER in Plains the following
day. He subsequently learmed that Mr. CARTER informed Mr.
ILANCE that he would have to sell all his NBG stock.

The following additional topics were also
discussed:

The possible arrangements for terminatien
payments for LANCE's services by NBG at the
time of severance.

Life insursnce, health insurance, snd pensiom
plans as concerned Mr. LARCE and the bank.

A need to get together 2 complete financial
statement; however, at that point in time this
area was not discussed in full detafl.

He does not recall any firther matters that were
discussed during this meeting, which lasted approsd-
mately 30 mimites. They did not discuss the Calhoun
First National Bark overdrafts, of which he believes
he was aware of approximately a year earlier because
of mention of these overdrafts in the Atlanta news-
papers. To his best recollection and belief the
Agreement on the Calhoun First National Bank was
not discussed at this meeting. According to his
best recollection and belief, a matter pending with
the Office of the United States Attorney, was not
discussed either at the Noverber meeting.
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Y. ALEXANDER W. SMITH, Attomey-at-Law, advised:

He is General Counsel for the National Bank of Georgila
(NBG), Atlanta, Georgia.

One day he was Invited by Mr. RERT LANCE to LANCE's
home for lunch. Mr. PHILIP ALSTON of Alstom, Miller and
Gaines, Atlanta, Georgila, was also there.

That same afternoom the three of them talked and
Mr. IANCE told them he thought that he would be part of
JDMMY CARTER's administration and wanted some advice
about the disposition of his securities in the event
that he was nzmed by Mr, CARTER. They met as friends
to talk over the situation. He was not there as
Mr, LANCE's lawyer; only as a friend that Mr. LANCE wanted
to counsel with, He (SMITH) felt that Mr, ALSTOUN was
there under the same ciroumstances,

Mr, ALSTON knew that JOHN MOORE, a partner in his
(ALSTON's) law firm was Chief Counsel with Mr. CARTER's
transition team and dealt with ethical questions regarding
the prospects of the Carter Administration. They felt
that they should talk with Mr. MOORE and seek the benefit
of his knowledge in this area.

They subsequently drove to the law firm, and called
Mr. MOORE into Mr. ALSTOH's office. They discussed with
him the requirements of the Carter Administration as concerned
Mr. LANCE's securities. This conmversation was in generalities,
and dealt primarily with Mr. LANCE's assets as to whether or
not they could be retained, put in trust or disposed of.

Mr. MOORE cited sections of legal documents, which he
indicated the Adwinistration would require to be followed
in addition to other monstatute requir ts. Mr. MOORE »
was concerned about Mr., LANCE's bank stock holdings and the
possibility of cenflict of interest.

He (SMITH) and LANCE both felt the requirsments of the
Carter Administration regarding the disposition of securities
was unfair and too stringent; that the divesting of M
TANCE's NBG stock weuld be difficult to achieve and not
fair to him or the other stockholders. Mr. LANCE talked
about wenting to go see Mr. CARTER in Plains, Georgia
about the matter and to see what he (CARTER) required of
him. They discussed it and they 21l felt it was a gocd
idea.
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He (SMITH) thinks there was a call to Mr. CARTER's
hame in Plains by Mr. LANCE for an appointment to see him
but he does not recall if it was made then.

There was no conversation at this meeting regarding
an Agreement on the Calhoun First National Bapk (CFR)
or pending matters at the Office of the U.S. Attormey
Atlanta, Georgia. He stated no one fram the Office of the
Comtroller of the Currency (OCC) was at Mr, LANCE's :
home or Mr. ALSTON's office, nor was any thought given to
contact anyome from OCC regarding the matters that were
discussed. The only person present other than the four
of them was Mr. }EIL WIOIIA'S, an attornevy with Alstonm,
Miller and Gaines, Mr. WILLIAMS was in and out of
Mr. ALSTQN's office doing legal research and bringing
in statutes and law citaticons, Mr. WILLIAMS did not
participate in the discussion.

He thought that the meeting took place on Novezber 23,
1976, but after reviewing his calendar he believed
it might have been November 17, 1976. His calendar
did not contain an entry of the meeting but his feeling was
that it took place on the 17th of November because that is
the only day that the calendar shows cancellation of
afterncon aprointments. The significance of the cancelled
appointments is irportant in recalling the exact date of
the meeting because he remembers that the meeting took
place late in the afternoon in Mr, AIST(X's office
aroomd five or six p.m.

Mr. RICHARD S, BEATTY, Attormey in the law firm of
Alston, iller and Gaines, advised:

In late 1976, he was in a conversation with Mr.
ROBERT BLQOOM, an old friend and then Acting Comptroller
of the Currency. He did not recall where it took place
or the c¢ircumstances surrounding the conversatiomn.
During the conversation, Mr. BLOOY indicated that he
was interested in becoming the permanent Comptroller
of the Currencv. Mr. BLOOM did not zlaborate.

Mr. BEATTY advised that he later vassed this infor-
mation on to a2 senior member of the firm. Mr. BEATTY
further stated that Mr. BLOOM sent him a resume of
his qualifications, which Mr. BEATTY forwarded to
Mr. ARTHUR ARUNDEL, a member of President-elect
CARTER's transition team. Mr. BZATTY added that he
included a2 cover letter with each of the resumes

he received, making appropriate comments i1f he knew
the person.
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Mr. BEATTY further stated that he knew of no
improper activity or statement or any other action
taken by Mr. BLOOM in his quest to become Comptroller
of the Currency, nor of any connection between
Mr. BLOOM and other members of the law firm of
Alston, Miller and Gaines.

The cover letter which accompanied Mr. BLOOM's
resume noted that Mr. BLOOM was a Democrat and a
former co-worker of his (BEATTY's). He did not recall
any other specifics concerning the cover letter,

A letter, dated Jarmary 5, 1977, from M. ROBERT BLOOM, Acting

Camptroller of the Currency, to Secretary of the Treasury V. M., BLUMENTHAL,
disclosed:

"As you know, I have been Acting Comptroller of the CQuxrrency since
the resignation of James E. Smith on July 30, 1976. Previous to
that date I served as First Deputy Camptroller for one year and
Chief Counsel of the Office for 13 years.

I would appreciate being considered as a candidate for the permanent
appointment as Carmptroller, and would like to meet with you briefly
s0 that you could personally assess my qualifications.

1 originally came to work for the Office in April of 1561 cduring
the Presidency of the late Johm F. Kermedy. I was hired "off the
street'' as an zttorney in the legal division based on my experience
as a corperation lawyer in New York City.

During my 15 vears with the Office, I have been in a top staff
capacity to four different Comprrollers, Ray M. Gidney, James J.
Saxon, Willizm B. Camp, and James E. Smith. These men, while

having very different persomalities and approaches, all were spderate
to conservative in their political philosophies. 1 considered my
role to be one of carrying out the policies they wished to pursue.

My own personal political philesophy always has bsen liberal

Democratic and 1 am frankly excited at the possibility of serving

in a policy making capacity in an area in which I possess considerable
expertise, wnder an Administration whose expressed goals and philosophies
parallel my owm.

I have sutwmitted my background to Mr. Arthur W. ARINDEL of the
Transiticn Plaming Growp end a copy of that resume is attached
hereto, I o/ well-known to many national bankers and bank regulatory
officials wh> could supply externzl evaluztions of my abilities.

Some wiw oo to mind are Steve Gardner, Vice-Chairman of the
Federal Fr:zrve Board, Walter Wriston of Citibank, New York, and

Lee Prussia cf the Bank of America.

I hope that you will be able to find time for a brief meeting.”
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Mc, BILLY C. WOOD, Regional Administrator of National Banks, Chicago,
Ilinois, advised:

He came to Chicago, Illinois, from Atlanta, Georgia, as
Regional Administrator in September 1975. He had held a similar
position in Atlamta, the Sixth National Bank Region, from September
1974 to September 1975, Prior to that, he had been Deputy
Regional Administrator, Eleventh National Bank Region, Dallas,
Texas.

During the year that he was in Atlanta, he was aware of
the Calhoun First National Bark (CENB), Calhowun, Georgia, and
the problems they had encountered. The bank had a history of
sloppy operations, but it had not been a "problem bank" and

was not cn the problem bank list.

the spring or sumer of 1975, there was an exam-
ination of the bark by National Bark Examiner (NBE) RICK MEWELL,
which identified the problem areas. The Examination Report
in addition to other things, disclosed
possible cempaign fund violations and overdrafts concevrning
Bank President BERT IANCE anid his family, which were of same
conecern to him.

His knowledge of the bank was very limited pricr to the 1973
examination in that he had only been in his position six or eight
months, He did not feel the problems discovered dmring MBE NEWFLL's
examination were of such severity to warrant an Asreement being
placed on the bank; however, what did concern him were the excessive
overdrafts and the possible campaign violations by the bank.

At that time there were capaipn violations found at
the National Barle of Georgia (NBG), Atlanta, Georgia. Mr. LANCE, by
this time (spring-summer, 1975) had left CFNE to beccme President
of NBG; however, these violations had occurred prior to Mr. LANCE's
arrival.

Because of this concern he made & referral of the matter to
the Enforcement and Compliamice Division, OCC, Washington, D.C. In
cormection with this referral, Mr. JOHN SHERRY, an Attorney with
Enforcement and Compliamce, came to atlanta in July or August 1975
to inmvestigate the matter., Mr. SHERRY talked with Mr. LANCE concerrring
the overdrafts and the campaign violations which were the principle
areas of concern.

Prior to departing Atlamta in 1975 for Chicago, he (WOOD) did
not take any steps or make any recomendations to have an Agreement
placed on CFiB because the Enforcement and Coarpliance investigation

was still pending.



At the time he got the 1975 NBE IEMEIL report on CRNB, he
recalled that NBE NEVELL brought to his attention the fact that the
1574 report of (FWB by HBE MARIA RICHMIID disclosed considerable
cverdrafts. He cannot explain why this fact was not mentioned by
NBE RICHMOND on page 2 of the report as an item for the attention
of the Poard of Directors of the bank. He also found it unusual
that it was not written w in the confidential report to the Camptroller.

He carnmot remember for sure but thinks that he probably
talked to NBE RICGHIED about her remort. He does not recall at
this time the gist of their conversation. Fe was mainly concerned
about the immediate problems stemming from the April 1975 examinatiom.

During the year that he was in Atlanta, he vrobably saw Mr.
LANCE approximately five or six times in the Regional office in
commection with official matters,

He (WOOD) attended a Regional Administrators' meeting in Dallas,
Texas, from November 7 through November 2, 1976. He does not
recall everyone who was at the meeting; however, he does recall
that none of the Regional Administrators were absent. Also, he
recalls the following persons in attendance at the meeting: Mr.
ROBERT BLOXM, Acting Camptroller of the Currency; to. CHARLIE HALL,
Deputy Comptroller for Banking Operations; Mr, JOHY SHOCKEY, Chief
Counsel; Mr. H. JOE SEIBY, First Deputy Comptroller for Operations;:
Mr. GAIL PCHM, Deputy Comptroller for Corporate Activities; and Mr.
BOBBY BENCH, Acting Director of Humam Resources.

While at the meeting, he made handwritten notes of items
digcussed. He placed these notes along with any handouts received
in a folder which was later filed in his office in Chicagp.

In reviewing his files, he found that it did not contain amy
handouts regarding procedures for removal of Agreements, nor did
his handwritten notes show any reference to Agreements having been
discussed at the meeting. PFurther, he does not recall any discussion
concerning Agreaments or the procedures for the removal of an
Agrecment at that conference.

On March 14, 1977, he attended a Regional Administrators'
meeting in Washington, D.C. At that meeting, he recalled some
discussion of Agreements and his handwritten notes show, "'order
lifting order of Agreement must come from Corptroller.'

He does mot recall receiving any handouts concerning the
removal of Agreemenmts, nor does his file of that meeting contain
any handouts. The discussion at the March 14, 1977 meeting regarding
Agreaments only stated policy that he was already following, which
he believed to be proper.
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Although there was apparently no formal written policy for the
removal of Agreements, he felt that since he needed the Comptroller's
authorization to place an Agrecrent, it would follow that the
Comptroller's authorization was necessary to remove an Agreement.
This is his cwm personal idea of what the procedure would be.

The only written document he can recall seeing regarding the
remyval of agreements is a memorandum dated November 3, 1976, from
ROBERT B. SERIMO, Director, Fnforcement and Corpliance, to H. JOE
SE1LBY, First Deputy Comptroller for Operations, which was showm to
him by Mr. JOHN SHERRY, Regional Counsel, upon his (SHERRY's)
return from a Regional Counsel's meeting where it had been handed
out. He could not recall when this occwrred, but believes it was
after the lifting of the Agreement with CFIB.

Mr, M.B. ADAMS, Regional Administrator of National Banks, Portland
Oregon, advised:

He was Deputy Regional Administrator in the 6th National Bank
Region, Atlanta, Georgia, from 1967 to 1974. Mr. JOSEPH M. REAM
was the Regional Administrator at the time he left Atlamta for
Portland, Oregon.

As a Deputy Regional Administrator, one of his mamy fimetions
included the review and sign off of Examination Reports on National
Banks in the 6th Mational Bank Region.

He remembers the Calhoun First National Bank (CFNB) «2d can
recall one Examination Report on the bank

. He does not have
any recollection of overdrafts.

The Regional Office sent letters to the bank along with the
Examination Feport pointing out the critical areas found during the
examination that recuired their attention. The bank definitely had
some problems, but he does not recall that they required any super-
visision or mnitoring by the Regional Office. He does not recall
any Agreemsnt being placed on the bank vhile he was there.

Mr. ADAMS was shown the Anpust 1973 Examination Report by Natiomal
Bank Examiner (NBE) JOHN WANIESS on CFNBE. After reviewing the report,
Mr. ADAMS related the following:

He believes this is the Exsmination Report to which he was
previously referring =nd one which he signed off. The findings in
the report indicate that it was the type of banlk that required some
supervision, but it was not a problem bank., The back of the report
shows that there was a letter to the pank on September 26, 1573,
pointing out the problems and a follow-up letter on lovember 26,
1973, The findings in this report did not warrant an Agreement on
the bank.



Mr., ADAMS was shovm the July 1974 Examination Report by NBE MARIA
RICHMRED on GRWNB., After reviewing the report, he related the following:

He does not recall this report even though he had signed off
on it. The high overdraft figure should
have been written up by RICTDID on page 2 or the revort as an item
to the attention of the 3oard of Directors. It should alsoc have
been written up in the Confidential Report to the Camptroller.

He could not explain why it was not written up and camnot
recall confronting Ms. RICHMOND about the report. 1t is a ''fairly
clean’ report. The overdrafts definitely should have been written
up and his (ADAMS') fajilure to note this at the time he signed off
on it is obviously an oversight on his part. e did not direct or
instruct Ms. RICID to furnish a "'clean report” on CFIB, nor did
he receive such a regquest himself fram anyone to see that a ''clean
report'' was fimmished.

Mr. ADAMS was shown the April 1975 Examination Report by NBE RICK
NEWELL on CFNE. After reviewing the report, Mr. ADAMS related the
follawing:

He had already left Atlanta when this examination was conducted.
He noted that the problems found by NEWELL were similar to the 1973
report, even more so. The problems were there in 1973 and 1575 and
he could not explain whv RICERDND wrote a "'clean' report in 1974.
the overdrafts in her report should have been written up. He later
heard that an Agresment had been placed on the bank and that it had
subsequently been lifted.

Mr. ADAMS was questioned regarding the November 7-9, 1976 Regional
Administrators' Conference held in Dallas, Texas, and he fiznished the
following information:

He is sure that he attended this conference. !e does not
recall at this time any discussion at the conference which covered
Agreaments and/or the policy of lifting Agreements, not to say that
it was not covered. He carmot recall at this time any subsequent
Regional Administrators' Conference where such a topic was discussed.

Sometime after the lifting of the Agreeament on the CEYB, he
recalls that there was some sort of letter or instruction fram
Acting Comptroller RLOMM outlining procedures to be follmsed in the
lifting of Agreemsmts. These procedures indicated that all such
actions would go trrough OCC in VYashington, D.C.

Prior to this time, he was not aware of amy formal written
procedures regarding this matter, Mr. BLOOM's letter or instructions
differed slightly with his own policy concerning the liftings of
Agreements. His peneral policy is that asRepicmal .fxcn?j.rﬁ.strator he
felt he had implied power to lift an Agreement depending on the
sensitivity of the situation. If he felt that he did not want to
assume the responsibility of lifting an Agreement, he would go
through Washington, D.C. .
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As a Regicnal Administrator in the 13th National Bark Repiom,
he has lifted only one Agreement. Prior to the lifting of this
Agreement, he had conferred with the Enforcement and Coampliance
Division, OCC, Washington, D.C., for some clarification in the
matter and getting this clarification he told them that he was
going to lift the Agreement. They went along with his decision.

Mr. CHARLES M. VAN HORN, Regional Administrator of National Banks, Region 2,
Office of the Comptroller of the Currency, New York New York, advised:

He had no direct kncwledge how other Regional Admin-
istrators handled removals of formal apresments which
had been entered into between the Office of the Comptroller
of the Quorency and banks. He would handle the removal of a
formal agreament by first having a Bank Examiner do an up-
to-date evaluation of the affiars of a bank. The Examiner
would do a point by peint assessment of the bank's compliance
to the formil agreement. Based on the Examiner's findings,
he would meke a recomendation for removal in writing to the
Comptroller of the Qurrency, through the Specizl Projects |
Division, Washington, D.C. It was his undevatanding that the
Special Projects Division would coordinate with the Enforcement
and Compliznce Divisicm.

Then the Coamptrolier or Acting Comptroller of the
Caorency would either write a letter to the bank directly
informipg them of the rempval of the agreement with a copy of
the letter geing to him for his information, or the Comptroller
or Acting Comprroller of the Currency would, in writing,
authorize and direct him to rescind the apreement. 1In the
later exarple, he would, in writing, inform the bank of the
removal, The reason he said that it could be done both ways
was because he had been associated with only two removals in
his region and both of the preceeding ways which were discussed
were used, With either way the authority for removal came fram
the Comtroller of the Currency. He dicn't feel that he had
the authority to approve any removels of agreements with banks.
Since the Camptroller of the Currency approved these agreements,
he should be the one to authorize the removal of the agreement.

To his knowledze there had never been a written
established procedure for removal of formal agreements
and the only procedure per se that he followed was the
one desciribed above. To his knowledge there had never been
arry clymzes, He did mot know if the procedire he followed
was follcred by other Regional Administrators.

he attended a Regional Administrators' cenference in
Dallas, Texas during the period Nevember 7 -9, 1976. He
was provided a copy of a memorandim dated November 3, 1976
from Mr. ROBERT SERIMNO, Director of Enforcement and Campliance
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to Mr. H, JOE SELBY, First Deputy Comptroller for (peratioms,
regarding matters to be discussed or considered by the Regional
Adninistrators along with mumerous other material to be considered
during the conference, At this point in time, he did not

recall if the contents of that memorandum dated Noverber 3,

1976 from Mr. SERIID to Mr. SELBY were actually discussed.
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SECTION 2

Investigation into the furnishing of information concerning T.
BERTRAM LANCE to the Federal Bureau of Investigation and the Senate
Committee on Govermmental Operations.



The following individuals were interviewed in cormection with

this Section:

Subject

DAVID SCHAUB

Staff Attormey
Enforcement and
Campliance Division
Washington, D.C.

LOU FRARK
Deputy Regional
Administrator of
National Banks
Atlanta, Georgia

ROBERT A. BAER, Jr.

Special Assistant to the
Comptroller of the Currency
Washington, D.C.

JOHN H, MacMILIAN
Special Agent, FBI
Washington, D.C.

LINDA HOLIAND

Sacretary to the
Comptroller of the Currency
Washington, D.C.

DAVID R. SCHAEFER
Special Assistant
to Senator RIBICOFF
Washingten, D.C.

JOHN B. CHILDERS
Minority Staff Director
Senate Committee on
Coverrmental Affairs
Washington, D.C.

DONALD L. TARLETCN
Regional Administrator
Atlanta, Georpia

Date of

Interview

8/4/77

8/10/77
8/21/77

7121177

8/30/77

8/22/77

8/27/77

8/19/77

8/28/77

8/25/77

Type of
Statement

Affidavit

Affidavit
Oral-Under
Oath

Affidavit

Qral

Affidavit

Oral

Oral

Oral

Affidavit
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Subiect

ROBFRT B, SERTNO
Director, Enforcerent
and Compliance Divisicon
Washington, D.C.

JOHN P, SHERRY
Regicnal Counsel
Chicage, Illincis

C. WESTERROOK MUFPHY
First Deputy Comptroller
for Administration
Washington, D.C,

CWEN CARNEY
Director, Investment
Securities
Washington, D.C.

JCHN HEIMANN
Corptroller of the
Currency
‘Washington, D.C.

AIAN HERLANDS
Executive Assistant
to the First Deputy
Camptroller
Washington, D.C,

JCEN T. MOORE, Jr.
Presicdent, Export-Import
Bank of United States
Washington, D.C.

SINEY SMITH

Attormey, Alston,
Miller and Gaines
Atlanta, Geargia

RORFRT ELOCM

First Deputy Comptroller
Washington, D.C.

Date of
Interview

8/27/77

8/19/77

8/3/77

9/1/77

8/22/77

8/4/77

8/30/77

8/2/77

B8/23/77

Type of
Statement

Affidavit

Affidavit

Affidavit

Oral

Affidavit

Oral~Urder
Cath

affidavit

Dral-Under

Qath

Affidavit



Date of 'IS"PQ of

Subject Interviesw Stat, ¢
URBAN C. TEHNER 9/7/77 AFFidavit
Staff Reporter :

The Wall Stxreet Jowuxnal
Washington, D.C.



DETATLS OF INVESTIGATION

CHARIES W, MRPFHY, Deputy Comptroller of the Currency for Administration,
advised:

In late Novemnber or early December 1976, Mr. BLOM and he
discussed that Mr., CARTER should be made aware of the information
relating to the Calhoun Bank situation. He believed that Mr. BLOM
shared his view that the comittee which would confirm Mr. LANCE
should also be made aware of the situation. Mr. BLOOM conmmicated
with Mr. LANCE through Mr. 1ANCE's attorney, Mr. SIDNEY SMITH, that
Mr. LANCE should disclose to Mr. CARTER the Calhoun situation.

A draft press release prepared by Mr., BLO® concerning Mr.
LANCE amd the Calhoun Bank was transmitted to Mr. SMITH by telecopier.
According to Mr. SMITH, Mr. ILANCE received the press release. This
draft press release was never released.

Mr. ATAN HERIANDS, Executive Assistant to the First Deputy Camptroller
of the Currency, advised:

Subsequent to the lifting of the Calhoun Agreemsnt, Mr. BLOMM
discussed the matter with Mr. ILANCE and Mr. LANCE's coumsel. Mr.
BLOOM was preparing a press release relating to the Calhoun Bank
and Mr. LANCE was consulted to ensure that the statement was fair

and accurate. He (HERLANDS) did not know if the statement was ever
released,

Mrs., LTINDA HOLLAND, Secretary to the Comptroller of the Currency,
advised:

A review of her stenographic note file revealed her shorthand
notes of a press release concerning BERT LANCE and the Calhowun
First National Bank. From her notes preceding ai Iollowing the
press release, she concluded that she took the dictztion after
Noverber 25 and before Decamber 6, 1976. She knew that Mr. ROBERT
BLOXM, then Acting Comptroller, worked on the release and that
either Mr. BLOCM or Mr. C. WESTBROOK MURFHY, Deputy Camptroller for
Administration, dictated the release to her. She did not know if
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anyone other than Mr. BLOM worked on the release. She stated that
since her office didn't have a copy of the release, it was never
actually released to the press. She quoted the shorthand as follows:

'"Mr. BERT LANCE, Chairman of the board of Calhoun First
National Bank, Calhowun, Georgia issued the following statement
today:

In 1975 Calhoun First National Bank,as did many other banks
in the country, encountered loan portfolic difficulties associated
with the decline of the construction industry and related businesses.
A former officer of the bank was also discovered to be conmitting
substantial defalcation by means of ficticious loans and excessive
loans to his own interest. As a result, the bank suffered a significant
loss in earnings in 1975 requiring an injection of additional
capital funds.

Questions were also raised by the natiomal bank examiners
concerning overdrafts in accounts maintained by the LANCE for
Governor Campaign Camittee during 1974 and certain other accounts
maintained by persons related to Mr. LANCE. These overdrafts did
not cause any loss to the bank, but may have constituted technical
Violations to the law or deviance from standard bamking practices.

In Deceamber 1975 the Board of Directors of the bank entered
into a voluntary agreement with the Office of the Camtxoller of
the Currency to effect appropriate corrective measures. Additional
capital was raised, classified loan totals were lowered, two gualified
senior loan officers also hired, earnings were improved significantly
and the questioned practices were halted. The agreement of bank
directors was voluntary and no proceedings or charges were brought
in commection with the matter.

In view of the progress reflected in the most recent visit
to the bark by national bank examiners in Octcber of 1976, the
Regional Administrator of Rational Banks in Atlanta advised the
bank in November that ths agreement between the Board of Directors
and the Comptroller's Office was no longer necessary and could be
considered rescinded."

JOHN MOORE, President, Export-Import Bank, advised:

On December 1, 1976, he was in a management meeting of the law
firm with which he was associated. Approximately ten days before
this meeting Mr, LANCE retained the firm to represent him during
upcaning confirmation hearings. At the conclusion of the meeting
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he happened to be in the lobby with Judge SIDNEY SMITH, a mexber of
the law firm, when Mr. LANCE got off the elevator.

Mr. LANCE pulled both Mr. SMITH and him aside and told them
that he had received a telephone call from Mr. ROBERT BIOOM,
Acting Camotroller of the Currency (OCC), Washingtan, D.C., wherein
Mr.. BLOOM had told him (LANCE} that a reporter had been by his office
asking for information concerning the OCC's 1975 examinaticn of the
Calhoun Bank.,

Aooording to Mr. IANCE, Mr, BLOOM did not give the reporter any
information. Mr, LANCE stated that Mr. BIOOM's call to him wes for
advice in this matter as OCC requlations require confidentiality
in the zbsence of the consent of the examined bark.

Mr. LANCE, Mr. SMITH and he all believed that same sort of release
should be made inasmich as they did not want to make it appear they were
hiding anything., Their concern was that the release should be brief,
but accurate and complete., During the course of the sare day, there
were several calls between Mr, LANCE, !Mr, SMITH and Mr. BLOOM
regarding the contents of the press relesse that was to be prepared.

He (MOOFE) participated in one conversation with Mr., BLOOM that day.
The purpcse of his conversation with Mr, PIOOM was to determine the
proper technical wording to be used in the release.

During the conversations that took plzce that day all the calls in
which he (DOFE) participated were cn a ccnference speaker telephone
wherein each of tham vas eble to hear what was said, Scre of the matters
discussed during these conference calls between the involved parties
concernsd loan portfolio difficulties, defalcation by a former bank
officer, overdrafts in accounts maintained by the Lance for Governor
Campaign Committee during 1974, and the overdrafts of certain other
accounts by persons related to Mr, LAXE. They also discussed ths
facts and circumstances surrounding the issuance of the Agreement on the

houn First Naticnal Bank, and the subsequent progress by the bank to
effect corrective measures set forth in the Agreement which resulted in
the recision of the Agreement.

Until this meeting, he had not been aware of the Agreement or the
referral of information to the Department of Justice.

They prevared a press release for Mr, LANCE's use and Mr, LANCE
called President-elect CARTER and briefed him on the contents of the
rress release. They all spoke with Mr. CERTER on the amference speaker
phene and he (MOOTE) inferred that Mr. CARIER was knowledgeable of the
matters discussed. He does not recall whether Mr. CAFTER was made
aware of the referral to the Justice Department, but it is possible.



A covoy of this same release was prenared by Mr, BLOXM to be
released similtaneously with Mr. TANCE's release. As far as he
(MDORE) knows this press release was never made because the reporter
making the inquiry to Mr. BLOM never returned for the information,

During the time that he was a member of the Transition Group,
he was never contacted by Mr. BLOOM wherein he expressed an interest
to be Compiroller of the Currency. His conversation with Mr. BLOOM
on Decermber 1, 1976 was the first and only one that he ever had
with him, '

He does not remember the exact date, but one day when he was
in Vashington, D.C. a partner in the Vaghington office of Alston,
Miller and Gaines mentioned to him that rumors had it that Mr.
BLOM had a desire to be the Comtroller of the Currency. The
individuzl who told him this was either Mr. DICK BEATTY or Mr.
BFEBBIA, both of whom are still with the firm in Vashington, D.C.
This is the only time that he ever heard any reference to Mr. BLOMM
wanting to be Comptroller of the Currency.

He is not aware of the applicants vho were considered for the
position of Comptroller of the Currency and he does not kmow if Mr.
BLOM was among those being considered for the positiom.

He reviewed a typewritten transcript of stenogravhic notes
belonging to the secretary to the Comptroller of the Currency and
found that it is substantially the same as the copy of a press
release that was telefaxed to him at his request with Mr. IANCE's
apnroval on August 26, 1977 from the Atlanta office of Alston,
Miller and Gaines.

Judge SIDNEY O. SMTH, Jr., Attormey, Alston, Miller and Gaines,
advised:

On December 1, 1976, he and Mr, JOFN MOORE attended an Alstom,
Miller and Gaines mamagement meeting in a conference room coposite
the elevators in their office area. After the meeting, he and M.
MOORE were walking out of the door of the conference room as Mr.
1ANCE came off of the elevator. Mr. LANCE said Mr. ROBERT BLOOM,
Office of the Comtroller of the Currency (OCC), had called him
earlier in the dav. According to Mr. LANCE, Mr. BLOCOM had prepared
a press release and had called him (LANCE) to clear it because he
{(BLOX) felt the matters in the release were confidential, Mr.
LANCE said he told “r., BLOOM that he sawr no problem, that everything
was already out. Mr. LANCE said he wanted advice and judgment
and he wanted him (SMITH) present when e telephoned Mr. BLOOM. As
they walked into the conference rvom, Mr, IANCE said to Mr. MXORE,
"You might want to hear this." ’
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A telephone call was placed to Mr, BLOOM with the threc of
them (TARCE, SYITH and MOORE) listening on the spedker phone. Mr.
BLOGM said either a reporter had been at the OCC or called OCC a
day or two before and inquired whether there had been a critical
examination of the Calhown First National Bank (CFNB) and that the
reporter had indicated that he/she did not know whether there had
been such an examination. Mr. BLO®M said he called Mr. LANCE and
told him of the reporter's inquiry, and informed him (LANCE) that
the reporter would be calling back on December 1, 1976, around 2
P-m. Mr. BLOOM advised he felt a statement should be made and that
he had already prepared a release. Mr. LANCE said, '"Go ahead and
tell them''. Mr. BLO®{ read the release over the telephone and said
he would telex a copy to him (ITH).

After this telephone conversation with Mr. BLO®M, My, MOORE
and Mr, TANCE left. The telex of the release was received in his
office and he had several telephone conversations with Mr, BLOOM
regarding the contents of the release and suggested two or three
word changes to Mr. BLOMM., He telexed the release back to k.
BLO® and ther Mr. BLOM azain sent it back to him., He and Mr.
BLOOM finalized a release which they agreed upon. The finalization
of the release was made over a period of two days. During the
subsequent two or three days, he called Mr. BLOOY several times to
see if the reporter had called back. The reporter apparently had
not called back.

During their conversation, Mr. BLOOM mentioned that OCC had
Placed an Agreemsnt on CFNE. They discussed the Acreement because
he did not understand what an Agreement was. He did not know when
the Agreement between OCC and CRIB had been rescinded. The date of
the rescinding of the Agreement vms not important, cnlyv that it had

been rescinded. He never saw the Agreement and there is no copy in
his file.

In his discussions regarding the information in the release,
Mr. BLOOM said that an inwestigation was conducted at the CFNE;
that there was no prosecutive offense; however, the matter was
referred to the Department of Justice because OCC did not have
jurisdiction to make a prosecution determination.

Mr. BLO®! said he had called the Department of Justice,
Washington, D.C. and was told that the case was closed in their
office and sent to the U.5. Attorney, in Atlanta, Georgia. He told
Mz, BLOM that he had known the U.S. Attorney, Mr. STCKES far 25
years and that he would call him to deterinine the status of the
case. He telephoned Mr. STCKES who told him he thought that the
case was closed, but that he would check into it to make sure and
let him (SIETH) know. Mr. STOKES called back and said that the
case had not heen closed, that the Assistant U.S. Attormey who
prosecuted Mr. WIOLLIAN CAPBELL, (FIB, (on & defalcation) closed the
case on CAMPBELL in September 1976 and had intended to close the
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CFMB case. Mr. STOKES said the case had been reassigned from ome
assistant to another; that there was nothing to the case; and that
he intended to close the case. Mr. STOKES advised that they just
had not gotten around to closing the case.

Mr. STOKES told him that it would be ''dirty pool” to sit om
the case for nine months and then reactivate the case when a man is
being nominated to a post in the new administration. He asked Mr.
STOKES if there was any reason the case could not be closed before
"BERT'S'"" nomination.

In a cubsequert telephone conversation, Mr. STOKES told him
that he had officially closed the case. This had reaffiyrmed the
closing from Washington's point of view.

From his recollection, Mr. STOKES told him that r. RICHARD L.
THORNBURGH, Department of Justice, Washington, D.C., cleared the
case on campaign contributions, but referred the case regarding
banking aspects to the U.S, Attorney in Atlanta. The closing of
the case in Atlanta confirmed Mr. THORMBURGH's opinion that there
was no intent to defraud and that there was no chance for a case.

His comversations with Mr. STORES took place on December 1,
and 2, 1976. He recalled that in his initial contact with Mr.
STKES he related to him (STOKES) that Mr. BLO®! had called regarding
this matter and indicated to him (SMITH) that the case appeared to
be open.

Mr. BLO® did not ask him to call Mr. STOKES and to his lnowledge
Mr. BLOM did not call Mr, STOIES. He subsequently called Mr. BLOM
sometime between December 1 and December 3, 1976, and told him
that the case was closed.

The reason the information regarding the referral of the case
to Justice was not included in the press release was because at the
time the press release was prepared, the casewas not closed.

Around the time of the preparation of the statement, Mr. LANCE's
aide came to Atlanta and picled up a copy of the press release
for Mr. LANCE. Mr. LANCE had a copy of the release with him for
the confirmation hearings.

His office files showed that the press release was given out
on January 8 or 9, 1977. A memcrandum in his files showed that Mr.
BLOM released a copy of the statement and that Mr. BLOMM had tried
to contact Mr. LANCE with negative results. Mr., BLOOM then called
him (SMITH) and told him that he had released a copy. He (2ITH)
assumed that the copy was given rto the press. His files do not
show any details, however, Mr. BLOM said he had already given cut
the release so he told Mr. BLOOM that it was alright.



Mr. BLOOM was verv circumspect because of the disclosure
statute and the confidential nature of the information. There was a
lot of discussion regarding the release of the statement because of
the statute on disclosure. The reason Mr. BLOM was so guarded in
this respect was because he did not want to be accused by the bank
or Mr. 1ANCE for breach of confidentiality. Mr. BLOM also wanted
to be kind to Mr LANCE.

During the comversation with Mr. BLO®M, he had scme attorney
small talk with him, at which time Mr, ELO®{ said he was at a ''dead
end” unless he could be Comptroller. He asked Mr. BLOOM if he was
being considered and Mr. BELO® responded he did not knwow, but he
would like to be considered. Sometime later, he learmed that Mr.
BLOOM had called MR. RICHARD S, BEATTY at their Washington-based
law f£irm and told Mr, BEATTY that he was very much interested in
the position of Comptroller of the Currency and asked him (BEATTY)
to say a word for him. Mr. BLOOM and i, BEATTY have kmown each
other for a perind of time.

He had no knowledge of Mr. TANCE's meeting with any other
persons in his law firm., The first time he had any irvolvement
with Mr. LANCE's matters was on December 1, 1976. This was when he
(SMITH) was retained as counsel for Mr. LANCE.

Mr. LANCE apparently knew he was going to be nominated and
wanted to clean up matters. Mr. LANCE retained them to help him
get ready for confirmation hearings. ™r. LANCE was completely open
gbout the contents of the Agreement. In reference to the Agreement,
Mr, BLOOM was the cne who informed him that there was an Agreement,
that all conditions were met, and that the Agreement was ramoved.

He does not think that Mr. BLOOM suggested he get a copy of
the Apreement. Mr. BLOOM did not give him a copy. Mr. IANCE could
have cutlined to him (SMITH) what was included in the Agreement.

Mr. BLO®M was leaving it up to Mr. LANCE as to whether the Agreement
would be given to him (SMITH).

He thinks that either Mr, BLOM or Mr. LANCE told him that the
Acreement included fipgures and amounts involved in overdrafts and
the names of the persons involved. He does not recall stating that
if anyone insisted that they get the Agreement that it should be
provided. Pe may have said, "If you have to give the Agreement to
them, give it to then." Obviously, he (LANCE) did not want to
release the Agreement. His feeling could have been, '"Don't buy
trouble if you can avoid it."



During their discussions concerning the press release, Mr,
BLOCM was adament ebout the information regarding the LANCE campaign
viclations remaining in the release. Their (his and LANCE's)
concern in this matter was to keep other bank officials from being
hurt or erbarrassed. For this reasem they asked Mr. BLOOM if the
release could just read that some of the accounts were overdran.
Mr. BIOOM disagreed with this and insisted that the campaign overdrafts
be in the release. Their efforts were a cooperative thing and
there was never any antagonism.

He talked to Mr. BLOOM many times over that two-day pericd.
The nature of these discussions related to the contents of the
statement to the press, vhether the reporter returned the call, and
vhat was learned from Mr. STOKES.

Mr. BLOOM told him he would kesp the statement in his office
and that he would have it available if they came to get it,

During the initial oonversaticn, when Mr. MOORE was present,
Mr. MOORE did talk to Mr. BLOOM over the speaker phone. He (MOOFE)
asked questions of Mr. BLOOM Jjust as he had. He (SMITH) feels Mr.
MXORE was celled in by Mr. IANCE to participate because Mr. IANCE
knew that Mr., MOORE was on Mr. CARTER's Transition Team and involwved
in the area of ethics and conflict of interest,

His only involvement in the LANCE/CFNB matter was to give
advice and to assist in the preparaticn of the press release,

He (SMITH) has never besn involved in any discussions with Mr.,
BIOOM relating to the information supplied in a letter to the
Senate Committee an Covernmental Operations, and he had no knowledge
of such a letter until recently when he received a teleghone call
from a news reporter who questioned him about this,

He does not know Regional Administrator DONALD TARIETON and
has never had any contacts with Mr. TARLETCN.

On Decerber 1, 1976, when Mr. LANCE came to see him at Alston,
Miller and Gaines, he was aware that Mr. LANCE had previously been
to the firm and his secretary advised him that the IANCE file had
been opened on Noverber 19, 1976; that the services rendered to
Mr, LANCE at that time concerned the preparaticn of financial files;
and that Mr. HARRY HILL, a Tax Attormey with the firm, haendled this
matter for Mr. LANCE.

Recent newspaper accounts refer to a telephone call to President-
elect CARTER in Plains, Georgia, during their (LANCE, MDORE, and SMITH's)
meeting at Alston, Miller and Gaines on December 1, 1976. It is reported
in the newspapers that the purpose of the telephone call was to brief
Mr. CARTER about the proposed press release. He does not remember such
a call, but he does not ruie out that a call could have heen made.

There was 2 lot going on that day and he was in and out of the roam.
If he was present when the call was made, he surely would have remembered.
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Concerning the alleged press release given out by Mr. ELOOM on
Jarmary 8-9, 1977, he remembers that his secretary found a press re—
lease in the LANCE file, dated January 2, 13977, which was half as
long as the original release but contained essentially the same
infommation. He had no knowledge of, or explanation for, the
abbreviated version of the release,

He had no first-hand knowledge about OCC withholding information
from the Department of Justice during their (Justice's) investigation
of oCC's referral of the (FIB matter for investigation. His only
knowledge concerning this was what he had read in the newspapers,
as asserted by U.S5. Attorney STOKES.

He recalls that during the meeting with Mr. LANCE in their
office, and prior to telephoning Mr. BLOCM, he asked Mr. LANCE
to brief him about anything that he thought might be critical
in the examination reports the reporter asked Mr. BLOOM about.
Mr. I2NCE told him cbout the condition of the bank capital resulting
from the embezzlement by a former bank officer; campaion overdrafts
and overdrafts by bank officials and their relatives to include
Mrs. LANCE and her father; and the referral of a case to the
Department of Justice by OCC eoncerning CFB.

C. WESTEROOK MUFPHY, Deputy Camptroller of the Currency for Administration,
advised:

It was his opinion, which he believed was shared by
Acting Comptroller ROBERT BLOOM, that all facts including
the existence of the Agreement, should be made known to
Fresident—desicnate CARTFR and to the staff of the Senate
Cormi.ttee which would confirm Mr. LANCE. Mr, BLOOM and he assumed,
incorrectly he has now learmned, that the reports of the FBI back-
greund check would be made available to the Cammittee, and the
Committee would learn through those reports of the existence

of the Agreenent.

He was aware at the time that an agent of the FBI
visited the Camptroller's Office to inquire about
Mr. LANCE prior to his confirmation. He believed that
Mr. BIOCM arranged for Mr. DAVID SCHAUB to make those
files available to the FBI agent and that the agent
intervieved Mr. ELOCM personally, He (MURPHY) personally
had mo commamicaticn with anyone from the FBI concerning
M. LANCE.
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He now understands that the OCC's entire files
except for the Agreament were made available for review by
the FBI agent. He firther was told that the FBI agent was
informed of the Agreement, but responded that it would
not be necessary for the agent to see a copy of the
Agreament, He (MURPHY) personally did not participate
in any such copversations or decisions, and he does
not recall whether or not he was aware of them at the time,

(Extract fram FBI Summary Report Dated January 6, 1977,
Deleted. This Report has been provided to the Senate
Goverrment Operations Comuittee for review.)















T . T e e e O T e S



JHN H. MacMITIAN, Special Agent, Federal Bureszu of Imvestigation,
advised:

(FBL Agent's statement deleted; statement of

FBI Agent refers to portioms of FBI report
above deleted.)
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Mr. DAVID SCHAUB, Staff Atrtorney, advised:

During the FBI investigation, be wanted the FBI to see
ing relating to Mr. LANCE because, in his opinion, mach

of the material was relevant in judging Mr. LANCE's competency
for the position of Director of the Office of Management and
Budget. He dealt with FBI Agent MacMILIAN, who condicted the
investigation. At Mr, BLO(M's instruction, he could only
disclose overdraft information dealing directly with Mr. LANCE,
his wife, and his children. From the Bank Examiner's report,
MacMITIAN received two pages showing overdrafts of only Mr. LANCE
and his wife, as all other names were deleted, When Agent
MacMITIAN asked to see the Agreement, he (SCHAIB) called BLOOM
with the request. Mr, BLOM called back within several mimutes
and told him that the request was denied. There was no
discussion of the possibility of a subpoena to cbtain the
TEeports,

He believed that, dring this investigation, Mr, BLOM
called Mr. TARIETN in reference to the overdrafts and was
told that the overdrafts had been paid with interest., Based
o Mr. TARIETON's statements, he told Agent MacMILIAN that the
overdrafts had been paid with interest. During the investi-
gation, Mr. BLOM said that he had called Mr. 1ANCE or
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Mr. LANCE's representative, but did mot divulge what was said,
Also, the Agent asked him for his opinion of Mr. LANCE's
qualifications. He told Agent MacMILLAN that he could not
furmish an opinion. At no time did he ever tell Agent MacMILIAN
that the information in the files did not reflect adversely

on Mr. LANCE's personal or professional qualifications. The
information which he was showing Agent Mac!IIIAN, in his opinion,
did reflect adversely on Mr. LANCE's qualifications.

Mr, DONAID L. TARLETON, Regicnal Administrator, advised:

Sometime diring the week of Deceamber 26, 1976,
while he was on armual leave, he received a telephone
call from Deputy Regional Administrator LX) FRANK
indicating that an FBI agent desired to meet with
him as a part of the FBl imvestigation of Mr. 1ANCE.
Mr. FRANK and he met with the agent that afterncon
in Mr. FRAMK's office and responded to his questions.
The apgent was advised of the nature and magnitude of the
problems at the Callioun First Mational Bank and of the
remedial action taken by the OCC in securing an
agreement. To the best of his (TARLETON's) recol-
lection, the agent asked about whether such practices
were usual or unusual to which he respended that
insider overdrafts and illiquid loans seemed to be
fairly comon in mural freorgia, but that the 0CC
did not condone such practices and takes whatever
action is deemed necessary to effect correction
whenever the OCC becomes aware of such practices,

He asked for an opinion as to Mr. LANCE's quali-
fications to serve as Director of the Office of
Management and Budget. As he (TARLET(N) remembered,
he told the agent that he knew very little about
the reguirements of that office and samething to
the effect that Mr. LANCE appears to have stxrengths
in conceptualizing and commmicating and to the best
of his knowledge served well as head of the Georgia
Department of Transportation, although he (TARLETON)
was not here dning that administration. Mr. LANCE was
also active in reorganizing the Georgia State Goverrment. He
believed that he indicated Mr. IANCE was not a
sophisticated lender or banker and was not a ''detail
man. "

He was quite sure he offered the agent an op-

poramity to view the documents and the agent declined,
inccating that he was very pressed for time and had
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to turm in his report that day.

He had a vapue recollection of a telephone call
from the OCC in Washington, D.C., possibly from
Mc. BLOGM, at least several days prior to the above
described meeting, The caller indicated that an FBI
agent would visit him (TARIETON) for the above expressed
purpose, and instructed him to disclose whatever information

was sought.

Mr. IOU FRANK, Deputy Regiocnal Administrator of National Banks,
Sixth National Bank Region, advised:

Sametime prior te or during the confirmation hearings,
a2 FBI Agent, whose name he did not recall, telephoned and
asked to spealt to Mr. DONALD TARIFTON, Regional Administrator.
When teld that Mr. TARLETON was out of the office, the agent
asked to speak to him (FRANK). The agent stated that the FEI
was investigating !Mr. LANCE. He (FRANK) explained thac Mr.
TARLETON handled both of M. LANCE's barks, and since
Mr. TARLETON was the Regional Admimistrator, it was only
proper that Mr. TARLETON should be the one to discuss
Mr. TAICE with him. For this reason, he called Mr. TARLETON
who was on leave at the time. Mr. TARLETON came to the
office to speak to the agent. He (FRANK) probably asked
Ms PROCIOR or Ms JARRETT for the files relating to the
National Bank of Georgia and the Calhoun First National

Mr, TARLETON, the agent, and he met in his (FRANK's)
office vhere Mr. TARIFTON responded to the agent's questions.
Mpst, if not all, the agent's questions were addressed to
Mr. TARLETON, vho responded to each question. GConcerning
the Calhoum bank Agreement, Mr. TARIETON explained the
loans and overdrafts and provided the agent with examination
dates. Mr. TARLETOH explained that he removed (terminated)
the Agreement because he believed that the condition of the
bark revealed definite improvement. With his (FRANK's)
concwrrence, Mr. TARIETON added that officer and director
overdrafts were a problem shared in other rural Georgia
banks.

Hearings before the Committee on Goverrmental Affairs, United States
Semate, concerning T.B. LANCE, disclosed:
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1)  January 17 & 18, 1977, pages 63 and 64:

Chairman RIBICOFF: ‘Mr. LANCE, I have asked you a series of
substantive questions to which you have responded, and the questions
and your responses have been placed in the record. To save time,

I will not repeat those questions, but as I said, they are available
to the press in the committee offices.

I would like to ask a number of questions based upon newspapér
reports which have appeared over the last few months so that you
have an opportunity for the record to explain allegations made concerning
you,

It has been reported that you were the subject of a Federal
criminal investigation concerning the finances of your 1974 campaign
for Governor of Georg&.a and specifically with respect to overdrafts
honored by the Calhoun HMaticnal Bank.

To your knowledge, was there such an investigation, and if so,
could you explain the circumstances relating to the conduct, which
was under irvestipgation?

Mr. LANCE: Yes, sir, there was such an investigation.

I had a BERT IANCE for Governor Campaign Committee. It was
charged with the respensibility of looking after the finances of the
1974 campaign.

They maintained an account at the Calhoun First National Bank.
During that period of time it was being decided as to whether or not
I was going to Tun for Governor of Georgia in 1974.

I wvanted to mzke sure there was no question about any sort of
transactions that might be involved between me and the bank, in regard
to our canpaign. Early in Cctober, I believe it was, of 1973, I wrote
a check in the amount of $3,000 to the Calhoun First Mational Bank,
told them that was a deposit against any expenses that might be
incurred by my campaign, it would probably be charged against me.

At the same time I signed a guarantee form that would relate
to any possible credit risk imvolved by the bank, because knowing
full well as all of you gentlemen do in rurming for office, a candidate
does not have an opportunity to know what is going on on a day-to-day
basis, and I wanted to make sure there was no question about what the
intent was during the campaign.

There were overdrafts, they were covered. The bank suffered no
loss, the investigation was made by the Camptroller of Currency office,
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and there appeared to be no cause that there was anything that was
wrong with regard to the overdrafts and the accounts of themselves.

Chairman RIBICOFF: We have been informed by the U.5. Attormey's
office in Atlanta, that it has terminated its investigation, and
that no grounds for prosecution were found.

The press has reported that the decision to close your case
was made the day before your nomination to the position of Director

of Office of Management and Budpet was armounced by President-elect
Carter.

Did you have any part whatscever in the timing of the U.S.
Attorney's decision to close your case?

. LANCE: Absolutely not."
2)  January 17 & 18, 1977; pages 111 to 113.
AFTER RECESS
Chairman RIBICOFF., '"The committee will come to order.
Senator Javits has another question that he wishes to ask.

Senator JAVITS. 1 note that you have an ocutstanding liability
in regard to your caipaign and those involved in the campaign, do you
know what their situation is?

Mr. LANCE. No; I could not say that 1 do.

The basic members of the campaign committee, as you well know,
they sort of dissipate after a campaign. They are sort of hard to
find as to what is originally involved, so basically, we have two or
three folks involved in the campaign committee itself, so I could
not say what their net worth situation would be.

Senator JAVITS. The only thing we are trying to get a reflection
on is why you feel it is mot a liability that you are likely to be
held for. ‘

Mr. LIANCE. At the point 1 am held for it, then it becomes a
direct liability, but until that point, it is a committee liability,
end I think the normal practice would be mot to change that to personal
liability statement.

Senator JAVITS. How much are you actually liable for?
Mr. LANCE. §200,000.

Senator JAVITS. Is there any time by which it has to be
repaid?
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Mr. LANCE. I would hope we would have some time to try to make
some momey, from the standpoint of the cormittee fmetion, and to
pay the debt itself.

Senator JAVITS. A&nd who holds the debt, is there any secret
about that, who is it owed to?

Mr, TANCE. The Mational Bank in Atlanta.

Senator JAVITS. Would you be participating in fimd-raising
activities in commection with trying to raise that momey?

Mr, TANCE. No. sir, T would not.
Senator JAVITS. The committee would do that?
Mr. LANCE. Yes.

Senator JAVITS. The reason you have not listed it, you have every
confidence, and you have reason that it will be repaid by normal
political means, that is, contributions of individuals?

Mr, TANCE. I hope it will be repaid by that means. If not,
I simply will have to pay it.

Senator JAVITS. And that you are well able to do, in terms of
your net worth, are you not?

Mr_. LAHCE. Yes sir.

Senator JAVITS. Well, I think it would be an important point
for us to consider, and maybe in some members’ minds this is decisive,
1 do not know, but in any case we should have a record of just what
is the situation.

Now, there are other allegations, aside from the one which
Senator RIBICCFT has already questioned you about, respecting overdrafts,
and other alleged banking practices, which are alleged not to be what
they ought to be, in comnection with the members of your family and
aothers.

I have asked you about that, and as T understand it, they
have all been repaid, is that right, to the bank?

Mr. IANCE. Yes; that is correct.

., Senator JAVITS. With interest?
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Mr. LANCE. Yes, sir.

Senator JAVITS. And they are the subject of reports by the
Comptroller of the Currency?

Mr. LANCE. As you know, I have a problem in responding to any
question about an examination report issued by the Comptroller of
the Cworency.

Those are confidential.,

Senator JAVITS. And, therefore, you feel you carmot make that
response?

Mr. LANCE. No, sir.

Chairman RIBICOFF. Senator Javits, my understanding is that

there is a report on its way over now from the Comptroller of the Cuxrency
covering that examination.

Senator JAVITS., I umderstand that too, we have a letter coming
fram the Compiroller, which we understand states that it has no
ccoplaints to make about you in this comnection, and indeed, in any
of these cormections, which you have been questioned.

I consider that letter a very important element in this hearing,
and assuming it says what we are informed it says, I would have no
further questions, but I reserve therefore the right, Mr. Chairman, one,
I ask unanimous consent that the letter may go in the record.

Chairman RIBICOFF. Without cbjection, so ordered.
Senator JAVITS. That is all I have.”
3)  Januwary 17 & 18; page 115:

Senator Percy. 'Mr. LANCE, I appreciate your appearing a
second time to accormodate my schedule, so I could be at my son~-in-law's
inauguration yesterday.

1 have gane over very carefully the material you have presented
and have reviewed the perplexing problems that your position causes
in trying to handle in an orderly way not only disposition of assets
that might prove a conflict of interest, but alsc as you so happily
expressed to me, remove any appearance of conflict of interest. 1
think great progress has been made in that regard.

I believe that with respect to any indirect liabilities
that may be irwolved, it would be well, Mr. Chairman, for us



to pursue this in executive session or in comversations with

Mr, LANCE, so that we fully understand that. Teking into

account the financial statements that he has confidentially filed
with us, I would like to have some more detail directly from Mr. LANCE
on indirect liabilities, and to see their relationship to total net
worth.

I understand the investigation of the alleged carpaign fund
violations has now been totally and completely cleared up fully to
the satisfaction of the Camptroller and the Justice Department, that
certainly totally satisfies me on that.

I have no further questions on that gquestiom.

With respect to a family bank, and the way family matters are
handled in a family benk, again, I think in executive session it might
be well if we could have some conversations about that, and any other
aspects of the Calhown Bank that you would like to inform us about.
But in general, Mr. Chairman, I think Mr. LANCE has made a commendable
effort to dispose of assets that would be in conflict. I have felt in
other prominent cases that you carmet dump a block of stock like this
on the market, and have it absorbed. But so long as it is clear in your
directions to the trust that the trustees are directed to dispose
of that stock at the earliest practical reasonable time, without undue
injury to you, and you have a deadline established for that, I am
quite satisfied, and I think the public should be satisfied as well."

4y  Jarmary 17 & 18, 1977; pages 124 to 127:

Chaiyman RIBICOFF, '™r, LANCE, a mumber of questions have been
raised involving your associations with various banks, and 1 have
just received a letter from the Camptroller of the Currency, and I
think in all faimmess, this is a letter that should be read.

Comptroller of the Currency
Administrator of Natiomal Banks

Washington, D.C. 20219
January 18, 1977

Homorable Abrshem Ribicoff
Chairman

Committee on Goverrment Operations
3308 Dirksen Senate Office Building
Washington, D.C. 20510



Dear Mr, Chairman:

I have been requested by Mr. David Schaefer of the comittee staff
to give you my opinion of the gqualifications of Mr. Thomas B. Lance
for the office of Director of the Office of Management and Budget.

My knowledge of Mr. Lance's qualifications is based primarily upon
the records of this (Uffice concerning the Calhoum First National
Bank, Calhoun, Georgia, and the Mationmal Bark of Georgia, Atlanta.
Mr. Lance has been for a number of vears the Chairmen of the Board
of Directors of the Calhoun bank and President of the Natiomal Bank
of Georgia,

As has been recently reported in the press, during a regularly
scheduled examination of the Calhoun bark in 1975, it was discovered
that the bark had permitted accounts maintained by the Lance for
Governor Campaign Comittee in 1974 to become overdrawm. A full
investigation into the facts of this matter was made by this Qffice,
and it was our conclusion that no violations of 18 U.S5.C. 610 had
occlrred, However, since such determinations can only be made
officially by the Department of Justice, the facts were referred to
that Department and we understand that after consideration, the
file was closed as not warranting further action.

It has also been correctly reported in the press that the Calhoun
bank allowed directors related to Mrs. Lmmce to overdraw their
acconts for varying lengths of time in violation of good banking
practice. However, in response to criticism of this practice by
our examiners, the awnmts of all overdrafts were paid at standard
rates of interest and the bark suffered no losses in commecticn
therewlith,

Mr. Lance along with some associates acquired eomtrolling stock
interest in the National Bark of Georgia early in 1975 and he has
served as President of the bank since that date. Under his leadership
the bank has grovn in deposit size from 5224 million to $334 million
and has emerged as an aggressive competitor in the Atlanta market.

Mr. Lance enjoys a very good reputation in the banking comamity
and it is my opinion based upon all the facts available to me that
Mr. Lance is well qualified to serve as the Director of the Office
of Management and Budget.

Sincerely,

Pobert Bloom
Acting Comptroller of the Currency

Chairman RIBICOFF. Did you have anymore questions?
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Senator LIUGAR. No gquestions.”
5) July 25, 1977, pages 19 & 20:

Mr. TANCE. ''The question of counting overdrafts, again, 1
went into that in my confirmation hearing and 1 see no need to
really try to go back end delineate that one, two, three. Again,
I think that that is something as T said at that time that happened
as a result of circumstances when I guess you would say were not
beyond my control. 1 think that they were when vou consider the
fact that T was out campaigning 20 hours a day and 1 had made
arrangements with tha bank to guarantee everything and I had a
certificate of deoosit that was pledged to the bank to take care of
tlilat. So I think tmnat is a subject that cught to be disposed of
also."

Mr. DATVD SCHAUB, Staff Attorney, advised:

He and ROBERT SERTNO, Director, Enforcement and Compliance
Division, were present when Mr. BLOOM called Mr, JCIZ1 SHERRY,
Repionzl Counsel. This call took place when r. BLORM was
preparing a letter to the Senate Committee. Mr. SHERRY told
Mr. BLOOM that the referral to the Department of Justice contained
a violation of law; heever, he doubted the Justice Departmemt
would prosecute., Mr, SHERRY also went on to describe the unsafe
and unsound practices of the bank and shortcomings of Mr. LANCE
as an administrator. At this point Mr. BLOOM cut Mr. SHERRY
off and told Mr. SHERRY he did not want to hear anything more.

He first saw Mr. BLOG1's letter to the Committee when
Mr. HEDMAMNN requested the Calhoun files fyom Mr. BLOOM's
office, Mr. BLOOM showed him (SCHAUB) the letter and stated,
in effect, that he (SCHAUD) would probably have advised
differently in reference to its contents. He agreed as
he believed the letter was distorted in 1ANCE's favor,
contained inaccurate statements, and believed the last
paragraph of the letter to be false on the basis of
docurents available in the office. He related his opinion
to Mr., BLOOM, but he does not recall !Mr. BELOGRM's response.

Mr. ROBERT B. SERTMO, Director of the Enforcement and Compliance
Division advised:
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He believed that he was in Acting Camptroller
ROBERT BLOCM's office scmetime subsequent to Hovember 26,
1976 when Mr. BLOQM contacted Regional Coumsel JORN
SHERRY to discuss with Mr. SHERRY his (SHERRY's) investigation
into the activities of Mr, BERT LANCE and the campaign
comrttee. lle did not know who else was present but
Mr. DAVID SCHAUE could have been there, He believed the
reason for Mr. BLOGM's call was to determine whether
interest was paid on the campaign committee overdrafts.
He did not recall 4. SHERRY's response to that questiom,
but he did recall that Mr. SHERRY coomented to M-, BLOGM
on how poorly the bank had been run under Mr. 1ANCE's control.
He believed Mr. BLOGM cut Mr. SHERRY short.

He became aware of Mr. BLOOM's letter to the
Ribicoff Cormittee sometime after July 17, 1977. He
did not believe he was ever consulted concerning this
letter. Upon reviewing the letter, he believed it was
somevhat misleading by stating that there were no
violations. He believed it should have said, ''there were
no prosecutable violations''. He also believed that
reference to the formal Agreement relating to the prohlems
mncovered in the bank should have been made in the letter.

Mr. JOHN PEILER SHERRY, Regional Counsel, advised:

During Decegber 1976 and January 1977, prior
to the Senate hearings on Mr. LANCE's nomination
as Budget Director, he had seweral telephome
conversations with Mr., ROBERT SERINO and ifr. DAVID
SCHAUB (Attorneys, Enforcement & Compliance Division)
concerning his investigation into the campaign
overdrafts at the Calhoun First National Bank,
The points he repeatedly enphasued during these
conversations were that the handling of the campaisn
accounts at the bank - the overdrafts, non-interest
bearing, mANAgenent handling - were from a
regulator's perspective insafe and wnsound, imprudent
and irresponsible. His observation as to the possible
crmu.nal...ty of these actions was that while the
elements of the offense (principally campaign
contributions) appeared to be violated, he did not
perceive a grand jury or a prosecutor recomnending
or taking the case to trial.
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This belief stemed from the fact that the bank
suffered no loss, Interest was paid, no attempt was
made to conceal activities, and efforts were made
at the outset of the campaign to avoid problems.
However, he emhasized that this was a personal
observation and that only the U,S. Justice Department
or a U.S5. Attorney had authority to decline prosecution.
He informed Mr. SERINOQ that their files should be made
available to the Senate Committee in order that they,
the people charged with responsibility for reviewing
and approving such a nomination, could reach their
decigion fully informed.

He discussed the matters as stated above with
Acting Corptroller BLOOM. He knew Mr. BLOM was
going to commmicate with the Senate Committee in same
fashion. Among other things, he told Mr. BLOGM that
while in his opinion the actions of Mr. LANCE (con-
cerning the campaign contributions) may have technic-
ally vipolated 18 USC 610, he did not foresee a grand
jury or prosecutor push:mg for an indictment or a
corviction. However, he added this was a prosecutor's
decision. He told Mr. BLOCM that the mere fact that
campaipn expenses were paid with bank funds, without
interest charges, and therefore allowing a candidate
to camaign without financial worries (up_rely because
of his affiliation with a bank) in his opinion demon-
strated irresponsible conduct. He told Mr. BLOOM this
raised serious questions iIn his mind as to Mr. LANCE's
qualifications for a high goverrment position.

He has had no further involvement in this matter
since his telephone comversation with Mr. BLOOM.
It is his recollection that both Mr. SERINO and
Mr. SCHAUB were present in the room. His wvoice
commmication was carried on a speaker during
this comversation.

C. WESTBROOK. MURPHY, Deputy Comptroller of the Currency
for Administration, advised:

He was aware at the time of Mr. BLOXM's
letter to the Senate Cormittee on Goverrmental
Affairs chaired by Senator RIBICOFF. He
remembers distinetly that Mr, BLOOM showed him
the letter and asked his advice before sending
it to the Comuittee om the moming of January
18, 1977,
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Mr. BLOOM and he must have discussed that
morning the same question that they had

begun to discuss as early as the first week

in Decamber 1973, i.e., whether specific
mention should be made of the cease and

desist Agreement. He cammot actually recall
such a discussion on January 18 and thus cannot
state what either one of them said, 'hHe cammot
imagine having reviewed the January 18, 1977
letter, however, without mentioning the subject
of the Agreement. His opinion would have been
that the Committee was entitled to know of

the Agreement, but that specifically mentioning
the Agreement in a letter which was to be a
paxt of the public record would raise

problems associated with public disclosure.
There were drawbacks to mentioning and to not
mentioning specifically the Agreement in the
January 18 letter, and he does not remember
which, if either, of the twxo bad choices he
advised Mr. BLOM to make.

He did suggest chamges in the last
paragraph of the January 18, 1977, letter
which stated:

Mr. LANCE enjoys a very good
reputation in the banking commmity
and it is my opinion based on all the
facts available to me that !r, LANCE
is well qualified to serve as the
Director of the Office of Management
and Budget.

He supgested that the last paragraph be
omitted entirely on the grounds: (a) that it
probably stated more than they kmew; and (b)
that it was the responsibility of the Senate
Comnittee and not of the Comptroller to deter-
mine whether Mr. LANCE was well qualified.

Given the Commitree's insistence on a
statement, he (MURPHY) advised Mr. BLOGM
at least to hedge a little more. He suggested
that the last paragraph in the January 18 letter
be changed to read in its entirely somewhat as
follows:
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The facts availzble to me fram
our files show no reascon why Mr. LANCE
would not be qualified to serve as
Director of the Cffice of Management
and Budget.

He thinks he remerbers Mr. BLOOM saying
(a) that this more gqualified language would not
be acceptable to the Comittee, and (b) that
Mr. BLOOM believed himself to be more familiar
than he (MURPHY) was with Mr. LANCE's reputation
in the banking commmity, and that Mr, BLOOM
in fact thought that Mr. LANCE's reputation was
very good.

Mr. DAVID R, SCHREFER, Bpecial Assistant to Senator RIBICOFF,
advised:

He was formerly Counsel to the Conmittee on Governmental
Affairs, During the time that the Camittee was getting ready to
hold confirmation hearings for Mr. BERT IANCE, to be Director of
the Office of Management and Budget, he learned from newspaper
articles and anonymous telephone calls of possible problems
involving overdrafts by Mr, LANCE ard his family at the Calhoun
First National Bank, and possible campaign viclations.

(n Janaary 14, 1977, he telephoned Mr. ROBERT BLOCH, Acting
Camptroller of the Currency, and stated that allegations have caome
to light concerning the Calhoun bank and Mr. LAMCE, and asked Mr.
ELOOM what did he (BLOOM) know about the allegations. Mr. BLOOM
advised that the overdrafts had been paid. He also stated that the
matter concerning Mr, LANCE's campaign overdrafts had been referred
to the Department of Justice. He (SCHAEFER) did not recall if
Mr. BLOOM mentioned the Callrun bank agreement. He told Mr.

BLOOM that the information was needad in order to determine if

Mr, LANCE was qualified to be Director of the Office of Management
and Budget. Ie did not recall if r. BIOOM stated definitely

if Mr. LANCE was qualified to he Director of the Office of
Management and Budget, He asked Mr. BLOOM if he would furnish

the Senate carmittee a letter containing the points they had
discussed. However, Mr. BLOOM was "non-committal”.

On Jarmary 17, 1977, he told Senator PERCY and Senator RIBICCFF
about the conversation with Mr, ELOOM. The Senators stated that a
letter from Mr. BLOGM was necessary, Consequently, he (SCHAIFER)
telephoned Mr, BLOOM on the same day and asked him for the letter.
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He asked MR. BLO® to include in the letter a statement about

Mr. IANCE's qualifications as a potential Director of @B. Mr.
BLOM agreed, and on Tuesday, Jarmary 18, 1977, a messenger picked up
the letter at OCC., At no time did he (SCHAEFER) ask him for a
"favorable' letter.

Mr, BLOOM's letter, dated January 18, 1977, reiterated portions
of the discussion between MR. BLOOM and him (SCHAEXER). Without
the letter, Senators PERCY and RIBICOFF would not have felt
"comfortable'' confivming Mr. LANCE, aznd additional witnesses would
have been called to the confirmation hearing. Mr, BLOOM's
letter was the most sipnificant document in the confirmation
of Mr. 1ANCE, and it was read into the record verbatim.

Mr. JOHN B. CHIIDERS, Minority Staff Director, Senate
Committee on Govermmental Affairs, advised:

On the morning of January 17, 1977, the Comdttee
had received a telephone call from Atlanta, Georgia.
The caller, vho asked that his name not be divulged,
advised that Mr. BERT 1ANCE, his campaign, and members
of his family had had overdrafts at the Calhoun First
National Bank, Calhoun, Georgia. The caller also
advised them of the BILL CAMPEBEIL defalcation. On the
same day as the call from Atlanta, the Committee was to
begin confirmation hearings concerning Mr. LANCE's
appointment as Director of the Office of Management and
Budget. Therefore, the Committee wanted to know if the
caller's allegations were true and, if so, what had
been done.

Consequently, on Jamuary 17 and 18, 1977, he had
one or two telephone conversations with Mr. RDBERT
BLO®M, then Acting Comptroller of the Currency. A
"speaker-phone' was used by both parties and Commuttee
member DAVID SCHAEFER was also party to the conversation.
He (GHILDERS) knew Mr. BLOOM was using a ''speaker-
phone'' because Mr. BLOOM's voice had a distinetive
"hollow ring." He (CHILDERS) did not know if anybody
was present with Mr. BLOOM.

He asked Mr. BLOMM about the campaign and persanal
overdrafts of M. LANCE and his family. Mr. BLOQM was
very 'reticent and wnfortheoming with information.”
When asked if the overdrafts were in the 5100 M to
£200 M range, Mr. BLO®M said that the figures were 'in
the ball park' but would not furnish exact amounts. Mr.
BLOOM said the campaign overdrafts were referred to the
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Departiment of Justice, and Justice declined prosecution.
Mr. BLOOM advised that personal overdrafts of the LANCE,
DAVID and CHANCE families had been harxlled internally
and administratively, and had been paid with interest,
Mr, BLOOM added that there had been "bad bookkeeping at
the Calhoun Bank.'' Mr, BUOOM's answers satisfied their
questions.

At that time, the Comittee did not lmow of the
agreement and Mr. BLOOM did not mention it. He (CHILDERS)
assumed that since Mr. BLOOM was asked an "open-ended'

question about the overdrafts, he (BLOOM) would furnish
all related information. .

Mr, SCHAFFER asked Mr. BLOGM if he would give the
Committee a letter covering the points they had discussed
and Mr. BLOG! agreed. They did net ask for a favorable
letter. The letter was received a day or two later.

Mr. BLOOM was not asked whether or ot Mr. LANCE
was qualified to be Director of OMB. The Comittee did
not expect ¥Mr. BLOOM to write that Mr. LANCE was qualified
and respected; the Committee just wanted an explanation
of the overdrafts. He (CHILDERS) had no reason to
think Mr. BLO® felt "pressured."

To his kmowledge, nobodv else at the Committee
talked to Mr. BLO®, and he (CHIIDEFS) did not talk to

any other person at the Office of the Comptroller of
the Currency.

The daily calendar logs of Mr. ROBERT BLOOM, First Deputy Comptroller,
substantiallv disclosed the following phone conversations and meetings:

Date ‘Time Description
11/16/76 10:45 a.m. phoned DON TARLETON
12/1/76 9:30 a.m. phoned BERT LANCE in
Atlanta '
12/1/76 ‘ 9:45 a.m. phoned Y. A. HENDEPSON
at Calhoun, Georgia
12/1/76 12:30 p.m. DON TARLETON phoned
12/1/76 - 3:15 p.m. phoned Judge SITNEY
. SMITH, Atlanta 404/
588-0300
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12/2/76
12/2/76
12/15/76

12/17/76
12/28/76

12/29/76
12/30/76
1/3/77
1/4/77
1/4/77
1/5/77
1/10/77

1/10/77

1/14/77

1/14/77

1/14/77

1/17/77

/17777
1/17/77

9:45 a.m.
11:15 a.m.
2:45 p.m.

2:00 p.m,
12:15 p.m.

4:45 p.m,
11:45 a.m.
9:30 a.m.
10:15 a.m.
3:00 p.m.
11:00 a.m.
12:15 p.m.

2:00 p.m,

1:30 p.m.

2:45 p.m.

3:15 p.m.

3:15 p.m.

4:00 p.m,
4:45 p.m.

~ 3=

phoned BERT LANCE
Judge SIDNEY SMITH phoned

DON TARLETON phoned - we
returned

BERT LANCE

SIDNEY SMITH phoned from
Arlanta

phoned Judge SIDIEY QUITH

phoned D, TARLETCHN at home - wcb

SIDNEY S{ITH phoned
phoned Judge SMITH
phoned Judge SMITH
Judge MOITH phored

Sheraton - Carlton Lobby-
BERT LANCE

phoned SID SMITH

DAVID SCHAEFER

Senate Gov't Operatioms
Com. phoned

B. LANCE phoned

returned DAVID SCHARFER's
call. :

ED LOMBARD,

House Appropriations
Com. Staff phoned
DAVID SCHAEFFR phoned

phoned B. LANCE 566-2033



1/18/77 9:15 a.m. JOBN CHITIDERS
Senate Gov't Operations
Com. phoned - we returned

1/18/77 10:00 a.m. phoned DON TARLETON, talked
to LOU FRANK

Mr. ROBERT BLOGRM, First Deputy Camptroller, adwised:

On either November 30 or Decamber 1, 1976, he was
advised that there had been some press inquiries to
OCC staff members asking about the possible existence
of an enforcement Agreement in the bank with which
Mr. LANCE had been am officer. Anticipating that
these press inquiries would contimie, he called both
Y. A. HENDERSON, the President of the Calhoun bank,
and Mr. LANCE, the Chairman of the Board of Directors
of the Calhoun bank to ask if they wished the Cffice
to depart from its usual ro comment position with
respect to press inquiries concerming bank examination
matters. In view of Mr. LANCE's pending appointment
as a high official in the CARIER administration, he
thought it possible that they might wish him to make
sare public coment or response on the matter of the
existence of the Agreement at Calhoun.

Mr. FHEMDERSON's reply was to essentially refer him
(BLOQY) to dr. LANCE on the question. Mr. LANCE's
reply was that he wes willirg to disclose anything about
himself, but did not wish him (BLOOM) to say anything
that might have the effect of rting the bank or third
parties. Mr. LANCE said that he wished him (BLO®M) to
discuss the matter with Judge SIDIEY SMITH, an attorney
in Atlanta.

Later in the aftermcon, at approximately 3:30 p.m.,
he attempted to contact Judge SHITH in Atlanta and
finally did contact him at 4:45 p.m. They discussed
a statemeni which he could make in answer to the press
intquiries concerning the campaign overdrafts referred
to the Department of Justice, the existence of the
enforcement Agreement, and the family overdrafts.

It was agreed that if the press inquiries persisted,
the Office could release the following: (1) during
an examination in 1973 the examiners found overdrafts
in the Lance for Governor Campaign accounts (a
violation of 15 USC 6l0): that the facts had been
referred by OCC to the Department of Justice and
prosecution had been declined; (2) that the examiners
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discovered overdrafts in the personal accounts of family
members of the LANCE and DAVID families and that the
directors of the bark entered into a voluntary Agreement
with OCC to cease the overdrafts, The statement would
further state that the bank in 1976 had corrected

some of the deficiencies and complied with the Agreement
which was later terminated by the Regional Administrator
on November 22, 1976. During the telephone comversation
he (BLOGM) called in his secretary and dictated a rough
draft of the statement. He also telexed a copy to
Judge SMITH's office,

He did not recall if Mr. JCHN MOORE of the White House
staff was on the telephone during his conversation with Judge
SMITH. He did recall that Mr. MOORE did not say anything. He
(BLOQI) believed it was appropriate to contact ocfficials of the
Calhoun bank concerning the press inguiries. He (BLOQM) believed
that Mr. LANCE was entitled to make known to OCC his feelings
o how he desired to have these matters referred to, if at all,
by OCC.

Concerning the inquiry by the FBI regarding Mr. LANCE and
his banking activities, the December 15 telephone call from
Agent DONEGAN revealed in his (BLOQM's) log, did not reach
him. He did mot recall ever talking to Agent DONEGAN. About
that time Mr, DAVID SCHAUB, an attorney in the Enforcement and
Compliance Division, informed him that an FBI Agent had called him
and stated that he (the agent) was meking a backeround check on
Mr. T. BERTRAM LANCE in cormection with his appointment and
that he wished access to the examination repcrts and other
files on the Calboun First Natiordl Bank and the National Bank
of Georgia. Mr. SCHAUB asked him for advice in this regard
since normal practice is mot to show bank examination reports
to other agencies except in comnection with criminal referrals
or other investigatory matters affecting the bank itself. He
(BLO} thought that the bank would probably want OCC
to waive their usual rules in commection with Mr, LANCE's
background check, and he called Judge SOTH. Judge SMTIH
retizmned his czll on December 29, and they discussed the
problem of confidentiality of bank records ir cormection with
the background check. Judge SMITH said that he had to talk
to Mr. LANCE and that he would get back to him (BLOGM).

Mearnmihile, on December 29 and 30, 1976, FBI Agent
MactILIAN phoned to set up an appointment to interview
Mr. SCHAUB and him. ,

Sometime during this period Mr., SCHAUB had cme or rore
meetings with Agent MacMIIIAN and . SGIAUB related to him (BLOMM)
that Agent MacdMI1IAN was aware of the existence of the
Agreement and wished to see a copy of same. He also
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wanted to see the bank examination reports of the Calhmmn
bank which referred to the campaign overdrafts and family
overdraftsg,

One of the subjects he (BLOZY) discussed with Judge
SMITH was whether cr mot Mr. LANCE wished the OCC to waive
the usual statutory rule on privacy on Agreements entered
into pursuant to the Financial Institution Supervisory Act of
1966 and also what his (LANCE's) feelings were about
disclesing the bank deposit records of himself and his
relatives as requested by the FBI. The answer he (BLOOM)
got back, relayed by Judge SMITH, was that Mr. LARCE had
no objection to disclosing any deposit records relating
to himself and his imediate family, but that he did
think that his wife's family was entitled to its privacy
in regards to bank accounts.

On the matter of the Agreement he (LANCE)} said that he
did not have any objection to the FBI seeing it, but he thought
that the FBI report would become part of the confirmation
hearing record and made public. He (LANCE) was concermed about
possible negative effects on the Calhoun bank if the existence
of the Agreement became public record, He (LANCE) rreferred,
therefore, that the enforcement Agreement not be disclesed to
the FBI, unless they insisted on seeing it.

he (BLOX) then advised MMr. SCHAUB to disclose to Agent
MacMITIAN any references in the examination to overdrafts by
Mr. or Mrs. LANCE or any of the LANCE children but not in
reference to any other accoumts., He also
instructed r. SCHAUB to relate to Agent MacMIIIAN that the
OCC preferred mot to disclose the contents of the Agreement.
It should be remembered, however, that Agent MacMIILAN was
already aware of the existence of the Agreement. He believed
Agent MacMTIIAN became aware of it through earlier interviews
of persormel at the Atlanta office. He was advised that
Regional Administrator TARLETON said that he (TARLETON) had coffered
to show an FBI Agent the Agreement and the Agent said that it
was not necessary and that he did not have time. He did
expect that Agent MacMIIIAN would report back to his superiors
the OCC's initial position not to disclose the contents of the
Agreement. If he had come back and said that it was essential
to their assigmment to see the Agreement, he (BLOG) was prepared
to show it to them.

He remembered being interviewed by Agent MacMILIAN.
Agent MacMITIAN asked about the overdrafts, the campaipn law
referral, and the Agreement, as well as Mr. LANCE's general
reputation. He had no specific recollection of his answers.
He thought he told the agent about the Agreement and the
subsequent progress cf the bank in compliance and the termination



of the Agreement. He told the agent that he thought Mr. LANCE
vas qualified for the job of B Director.

He was aware of his authority as Acting Comptroller to
disclose the Agreement or the contents of bank examination
reports where he found it in the public interest to do so.
He was also aware of the public interest to be served in
making thorough background checks on presidential appointees.

Since one of the primary reasons for the confidentiality
afforded bank records is the maintenance of public confidence
in the banks imvolved, he had to weigh the possible negative
effects on the Calhoun bank from disclosure of the Agreement
against the advantages to the public interest to be gained
by disclosure of the Agreement to the FBI. The FBI already
had had access to the SHERRY memorandum which fully described
the facts of the campaign overdrafts and the facts of the
Campbell prosecution in which he thought that both official
and public attention had been drawn to the LANCE family over-
draft practices. He also knew that the FBI was aware that
the OCC had found it necessary to require an Agreement from
the Calhoun Bank because of the overdraft practices and
other weaknesses in the ruming of that bank, He knew that
the FBI was aware of the Agreement because the FBI had asked
to see it specifically. He did not see where much could
be gained as far as the thorcuglmess of the FBI background
check was concerned by giving them a copy of the Agreement.
He did recognize the very real possibility of loss of public
confidence in the Calhoun Bank if the existence of the
Agreement was made public. '

While he did not desire to afford Mr. LANCE any extra
privileges because of his impending high position, neither
did he think that Mr. IANCE and his relatives were entitled
to any less protection then afforded Natiomal Bank records in
regard to the privacy of banking matters.

When Judge SMITH relayed to him M. LANCE's feelings,
as Chairman of the Board of Directors of Calhoun, that the
text of the Agreement should not be given to the FBI, unless
they (FBI) insisted on it, he had a difficult decision to make.
Under the provisions of the Supervisory Act, the bank had the
right to keep the Agreement private unless the Comptroller
deemed it "in the public interest' to disclose it.

The FBL already had the Sherry memorandum which fully
disclosed the Campaign Committee overdraft problem, and they
knew of the existence of the Agrecment and the family
overdraft problems. He did not think that the Agreement
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itself would add significantly to the FBI's knowledge concerning
the appointee.

Against those considerations, the exposure of the details
of the Calhoun Bank's problems in an Agreement no longer in
effect because the bark had corrected the problems , seemed not
in the public interest as far as the bank was concerned.

His primary concern was for the bank. It was the FBI fimction
to evaluate Mr. LANCE.

He, therefore, exercised his authority, as Acting
Camtroller of the Cwrency under the Supervisory Act, to
maintain the privacy of the Apreement. Although some might
question his judgment, there is no question concerming his
legal authority to exercise that judgment.

A factor in his decision was his feeling that the
difficulties which the Calhoun Bank had experienced could
easily be blown out of proportion in the press coverage of
the IANCE confirmation. Pe did not and does not comsider those
difficulties to have irvolved any criminal acts or moral
turpitude. However, the vress and public could easily mis-
interpret the legal word used in the agreement, ''unsafe
and wnsound banking practices' as involving such conduct.
Avoiding such public misinterpretation was one of the reasons
for the privacy provisions of the Supervisorvy Act (vhich he had
a hand in drafting) and he thought that observance of the rule
of privacy in this instance was, therefore, appropriate.

On Decerber 30 he apoarently phoned Regicnal Administrator
TARIETON at hore and his phone log notes "WCB' meaning will call back.
The next phene record for Mr. TARLETON shoirs 2 call from Mr.
TARLETOY to him on Jamary 3. HYe did not remanher the conversation.
He (BLOA!) was teld by IRS Inspectors intervieswing him that
Mr, TARIETON stated that sometime during this period He (BLOGY
told TARLZTN that the F3BI would be visiting TARIETON on the
LANCE baciground check and that TARIETON was to ''disclose whatever
inforration they request'’. He had no reason to dispute Mr.
TARLETO: ¢ recollection in this regard. And he believed that
this instruction to Mr. TARIETON confirms that he was not
trying to conceal anything from the FEI.

On Friday, Jamuary 14, 1977, at 1:30 p.m., Mc. DAVID
SCHAFFER, a staff member of the Senate Committee
on Goverrment Operations, telephoned him. He
wa s apparently not able to take the call. At
2:45 p.m., Mr. LANCE telephoned, prebably to let
him lmow that he would be receiving a call from
the Committee, although he has no clear recollection
of this comversation with Mr. LANCE. At 3:15 p.nm.,
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he retimned Mr. SCHAEFER's call. He (SCBAEFER)
told him that the Committee hearings on LANCE's
confirmation would begin on Monday and that the
Chairman wanted a letter from him commenti

the matters affecting the Calhoun bark which had
appeared in the press and also containing a state-
ment of opinion concerning the fitmess of Mr.
LANCE for the office for which he had been
nominated. He replied that he did not know much’
about the requirements for @B Directors and that
as a career employee he had some difficulty with
the last part of Mr. SCHAEFER's request. Mr. SCHAEFER
did not seem tco interested in his problems.

On the following Monday, Mr. .SCHAEFER called
again at 4:15, Mr. SCHAFER was quite insistent about
getting the letter that they had discussed ¢n
Friday. In fact, Mr. SCHAEFER wanted him to deliver
the letter that afternoon or the next moming at
the latest. They discussed the contents of the
letter a little bit, but Mr. SCHAEFER was, in fact,
leaving the matter wp to him. He told Mr, SCHAEFER
he would do the best he could in the extremely
short time Mr. SCHAFFER was giving him. After his
discussion with Mr. SCHAEFER he called Mr. LANCE
and told him he would probably be sending a
letter up to the Committee the following morming.
Mr. LANCE did not try to influence him on the
eontents of the letter.

On, January 18, 1977, Mr. CHILDERS of the Cammittee
telephoned at 9:15 inquiring when the letter would be
delivered. He was working on the draft of the
letter which he had dictated either the might
before or that morning. Tn the course of working
on the draft, the question came uwp as to whether
it was correct to say that all the overdrafts had
been repaid with interest. He called Mr. SCHAUB
into his office to ask about that point. He
thought that they had, but he wasn't suwe. In
his {SCHAUB's) presence he phoned the Atlanta office.
Mr. TARLETON apparently was not in and he spoke to
Examiner LOU FRANK. Mr. FRANK informed him that
the overdrafts had in fact been repaid with interest
and he relied on that information in commenting
on the matter in his letter to the Cormittee. The
letter was hand delivered to the Committee about
11:30 a.m. that day.

4=



Given the extremely short time that the
Comittee had given him for the writing of the
letter, it was apparent to him that they were not
expecting him to conduct any in-depth investigation
or an-in-house survey concerning Mr. LANCE's
activities as a bank officer. It must also be
remembered that at that time he had no knowledge
of many of the transactions detailed in the recent
Report of the Comptroller, assembled after five
weeks of intensive investigation by 30 bank examiners
and six attormeys. For instance, at that time, he
did not have a canplete record of the family over-
drafts; he only had the amounts as they existed on
the dates of two or three examinations. He had no
knowledge of the possible conmpensating balance
transactions., Neither did he have the full story
on the CAMPBELL affair. He, therefore, coomented
in his letter to the commuittee on the two most
serious matters involving Mr. LANCE that he knew
about at that time. These were the referral
of the possible political contribution violation
to the Justice Department and the subsequent closing
of the file by that Department. The other derogatory
matter referred to in the letter was the family overdraft
situation mitigated by the respomnse of the bank to
OCC's request for corrections.

Since he did not have the full record, for exammle,
of Mrs. LANCE's personal overdrafts, he did not single
out her account, but instead referred to the David
family overdrafts as written up in the examination
reports available at that time. This information
indicated that the David family overdrafts were
much higher than Mrs. LARCE's,

The remainder of the letter dealt with the
positive aspects of Mr, LANCE's banking experience,
and stated his personal opinion that Mr. LANCE was
well qualified to serve in the position to which he
had been nominated by the President.

In addition to the extremely short time frame
in which he was given to write the letter, it is
important to remerber the background of existing
inforwation about Mr. LANCE's background which he
(BLOQY) had every reason to assume the Senate Committee
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already knew. He was under the impression that a
confirming Senate Committee would surely have access
to the FBI background check. The FBI knew all the
facts about the referral to the Department of Justice
of the campaign committee overdrafts; the FBI knew
about the existence of the enforcement Agreement
between the OCC and the Calhoun Bank; the FBI knew
about the Lance family overdrafts.

He did not see how anybody could reasonably
expect that a letter requested on one business
day's notice would add significantly to the facts
already looked into, presumably thoroughly, by
the FBI. He regards the checking into an appointee's
background as primarily the responsibility of the
FEL and not the Comptroller's office. He regarded
the Camnittee's short notice as indicating that
they were principally interested in his conclusions
about Mr. LANCE's fitmess and not details of transactions.
He respanded to the best of his ability and with his
honest opinion.

The specific reasons he did not refer to the
formality of the Agreement with the Directors of the
Calhoun bank in his letter were the following:
First, he thought the letter was sufficient in that
it mentioned that the Directors had agreed to
discontinue the criticized practices. He thought
this was adequate disclosure of what was, after all,
a closed episode in the affairs of the subject
bark. Secondly, he was under the impression that
the Cammittee already knew about the existence
of the Agreement and what they were talking about
was, in fact, a letter for the public record rather
than the supplying of new information to the
Comnittee, He assumed that the Comrittee already
knew about the Agreement because he knew the FBI
knew of the existence of the Agreement. It was
his assumption that significant information in the
FBI background check would be brought to the
attention of the confirming Committee. A third
reason for mot referring to the Agreement was to
be consistent with the position he took on the
matter in comection with disclosing the text of
the Agreement to Agent MacMITIAN. Since the reason-
ing was to prevent the Agreement from getting
into the Canmittes's published proceedings, to
the detriment of the Calhown Bank, inclusion of a
reference to the Agreeament in a letter which would
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undoubtedly appear in the published hearings,
obviocusly would be inconsistent with that intention.

Before sending the letter to the Committee, he
showed a draft to Mr. WESTBROOK MURPHY, although
Mr. MURFHY was in no way responsible for its contents
or its mailing. He recalled that Mr. MURPHY suggested that
it would be safer and more precise to include the
word "‘prosecutable’ before the reference to
"violations of 18 USC 610". He did not take his
(MURFHY's) suggestion primarily becanse he regarded
the use of the adjective 'prosecutable’ by
law enforcement officers as something of a ''cop out'.
He thought that Mr, LANCE and the committee in this
instance were entitled to a firm opinion from him
as Acting Comptroller on whether the campaign committee
overdrafts constituted violations of Section 610 or
not. In this regard he did not consider the opinions
of Staff Attormey SHERRY or Mr. MURPHY or other
lawyers in the office as binding wpon him., He had,
after all, served as Chief Counsel to the office
for fourteen years, and thought that he was as
capable, or more capable, tham any other attorney of
assessing whether or not a set of facts constituted
a violation of Section 610. It was his opinion,
and still is his copinion, that the overdrafts,
primarily because there was mo atterpt to conceal
them on the books of the bank, could not be held
to violate any provisions of the criminal code.

Mr. MURPHY also suggested that he change the
wording about Mr. LANCE's qualifications to a
double negative form rather than the forthright
way in which he had dictated it, He thought Mr.
MURFHY suggested that he should delete the word
'vell" from in front of qualified. Since the
draft represented his personal opinions on the matter,
he elected not to make the changes suggested,
although he recognized the prudence of Mr. MURPHY's
sugpestions,

In addition to the information Mr, BLOM firnished in his original

affidavit, he provided responses to the following questions:

Q. You prepared the release in December 1976 with the
intention of releasing information comcerning the
Apreement to the press. Your statement does not
reflect any concern over the public loss of confidence
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in the Calhoun Bank due to the disclosure of the
existence of the Agreement. There is no indication
that the press was aware of such an Agreement; only
the possibility of an Agreement. Why, since this
concem was not shown in any anticipated press
release, was it a comsideration in not releasing this
information to the FBI and the Senate Committee?

A. The facts as you state them in your question are
essentially correct. 1 was ready at any time after
December 1, 1976 to disclose the existence of the
Agreement to any member of the press who asked about
it and indeed had a release all prepared for that
purpose.

The problem with the FBI and the Committee, however,
wasn't over knowledge of the existence of the Agreement;
they already had that. The problem was public mis-
interpretation of some of the language of the Agresment.

Q. Please explain your reasans for the statement that if the
FBI Agent had come back and said that the Agreement was
essential you would have shown it to him, when you
declined to show it to him when he originally requested
it.

A, My statement means just what it says. If the agent
had come back and said that he deemed a copy of the
Agreament essential to his investigation, I would have
given it to him. My lack of desire to keep anything
from the FBI is evidenced by my earlier instruction
to our Atlanta Office to show the FBI "anything
request”, knowing full well that the Atlanta files
eontained copies of the Agreement.

Q. How many drafts of the press release were prepared and
telexed to SMITH? If more than one, explain the reasons
for the mumerous copies.

A. I only recall telexing one draft press release to SIDNEY
SMITH.

Q. Re your statememt that it was the FBI function to
evaluate IANCE. Row did you expect the FBI to camplete
a thorough investipation and evaluation of LANCE when
you failed to provide them with information which had a
direct bearing on LANCE's capabilities and history of LANCE's
ability as a Bank Administrator?
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I did not "fail to provide" the FBI with information bearing
on LANCE's ability as a Bank Administrator. On the
contrary, I instructed cur Regional Administrator in
Atlanta, the official with the most comlete records and
intimate knowledge of Mr. LANCE's service with the two
Georgia banks, to show or tell the FBI "anything they
requested''.

Did SHERRY and others tell you to firmish the Agreeament
to the FBI and/or Committee?

No.

You mentioned another reason you did not allow the FBI

to see the Agresment was due to the fact that they had
access to the SHERRY memorancum. The SHERRY memorandum
only deals with campaign expenses and only suggested that
an Agreement be placed. How then could you assume that
the FEI was made aware of LANCE's personal overdraft
practices?

I did not rely on any assumptions that the FBI knew of
the family overdrafts, even though there had been
reference to them in news stories and in the Campbell
case files., To mske sure that the FBEI would know, I
had Mr. SCHAUB show the FBI agent the data we had

on the overdrafts of Mr. and Mrs. LANCE and their
children.

Why did you contact LANCE and/or SMITH before you made
a decision to not release the Agreement to the FBI?

For two reasons. First, the Agreement was originally
entered into pursuant to the Financial Institutions
Supervisory Act of 1966, and parties have a right to

have proceedings under that Act kept private, umless

the Comptroller decides it in the public interest for
them to be public. Before making a decision which might
result in the publication, I wanted to get the views of
the parties affected. Secondly, I thought that Mr. LANCE,
as a2 subject of a background check, had a right to know
what the Bureau was interested in.

Can you explain your spparent discrepant instructions to
TARLETON and SCHAUB. Specifically, why did you tell
TARIETON to furnish the FBI with anything they asked for,
but you told SCHAUB that the FBI could not get a copy
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of the Agreement after you spoke to SMITH?

The TARLETON instructions came first, before T knew
that there was a problem with public misinterpretation

of the languape of the Agreement or that the bank
objected to its release.

bhy did you not think the knowledge of the Agreement would
add significantly to the FBI knowledge of LANCE?

The question assumes an incorrect fact. The FBI had
knowledge of the Agreement. Assuming that the intent

of the question is to ask why I thought knowledge of

the language of the Agreement would not add significantly
to the FBI knowledge of LANCE, the answer is that the
Agreement deals almost wholly with banking matters

at Calhoun First National Bank, not relatable to

Mr. LANCE personally. There are three paragraphs

which do relate to Mr. LANCE, however, and I suppose

as to them, one could argue about "significance’.

How could your letter to the Committee reflect such
favorable recamendation in light of your knowledge
or LANCE's activities re: the campaign contributions
bv Calhown, his overdraft policies as shown in the
examination reports, camments by the NBE's who were
familiar with the Calhoun Bank, and the articles of
the Agreement directed against LANCE and the manage-
ment of the Bank. Also, please firnish
substantiation for the use of the words "good reputation
in the banking ca’xn:mmity and well qualified for the
Office of Director, OB." Provide more information
about how you & a-ived at the specific statements in
your letter tc tne Camnittee.

This is a question which is hard to keep in perspective
in light of the avalanche of publicity now under vway.
As of January 18, 1977, the only derogatory information
known to me ccncarn:mg Mr. LANCE, personally, had to
do with (1) alleped techmical violations of the
political contributions law and (2) overdrafts in his
family bank accounts. There was also evidence that

the Calhoun bank was not too well managed, These are
matters which are understandably of more serious
concern to bank examiners than to others.



My feelings as to Mr. LANCE's reputation among bankers
was based on what I had heard from bankers who knew
him and did business with him. As 1 said at the close
of my affidavit, if I knew of all the matters contained
in the Comptroller's Report of August 17, 1977, 1
would have declined to make any public judgments as

to Mr. LANCE's qualifications.

Clarify the chromology of your discussions with SMITH
in relation to a request by the FBI.

According to my secretary's log, Mr. SMITH phoned on
December 29, and T retwrned the call, later in the day.
I think it was the reverse, but I wouldn't swear to it.
I had another ¢all from Mr. SMITH on January 3, 1977
and I spoke to him either once or twice on January 4,
1977. 1 believe the foregoing calls were the only ones
referring to the FBI check.

Have you ever made statements to the effect (1) that you
could mot get before a Senate Subconmittee and swear to
the validity of the information shown in the letter to
the Cammittee; (2) that you stated your comments on

the letter were a result of your wanting to get 'brownie
points' from LANCE; and (3) that the information in

the Agreement showed that LANCE was not cogpetent enough
to pay his owm salary?

I don't recall making such statements, if I did, it was
in jest.

Why did you contact LANCE after Committee insisted upon a
letter?

I thought he should know about it. As I said before,
Mr. LANCE in no way attempted to influence the contents
of my letter,

On December 30, 1976, when you spoke to FBI Agent MacMILIAN,

did you know at that time that the FBI had been offered
access to the Agreement by the Regional Administrator,

Atlanta, and that they had refused to look at the Agreement?
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A. I don't believe so.

Q. During your interview with FBI Agent MacMILLAN, did
MacMILLAN ask you for a copy of the Agreement? If so,
what was your answer and why?

A, I think he did and I think I told him that Mr. LANCE, as
Chairman of the Board of Directors at Calhoun First
National Bank, had requested that I not show it to him
because Mr. LANCE did not want it referred to in the
public hearing records of the confirmation proceedings,
to the possible detriment of the bank,

Q. When you were interviewed by the FBI Agent in Washingtom,
D.C., did the FBI Agent ask for the Agreement and what
did you tell him about the Agreement?

A, Please refer to my answer above.

Q. When did you write your letter to Secretary-Designate
BLUMENTHAL and what was the content of your letter?

A. Copy of the letter supplied.

Q. What was said in your discussion with SCHAEFER on londay,
January 17, 1877 about the contents of the letter to the
Comittee?

A. In my discussions with SCHAEFER either on Friday or
Monday, we discussed briefly the campaign overdrafts,
family overdrafts, I think the Agreement and the
necessity of my expressm an opinion as to Mr. 1ANCE's
fimess.

Mr., OWEN CARNEY, Director, Irvestment Secuxities, OCC, Washington,
. advised:

After an examination of a Natiomal Bank is completed
the report is sent to the Repgional Administrator's office
for firal typing and review., After it is reviewed and typed
in final form, a copy is sent to the Office of the Comptroller of
the Currency in Washington, D.C. A copy remains in the Region and a
copy, minus the confidential section, is sent to the bank that
was examined. The copy which is sent to Washingron, D.C. is
filed in a central file room where it is readily accessible to
employees who need to review it. The charge out system that is
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used is a system by which a card, showing who has the file, is placed
on the shelf when the repart is taken out. The card is removed

when the report is retumed and used again for other files, It
would be virtually impossible from file room records to determine who
had a specific file on a specific date. No individual log is
maintained for each bank report.

Files of the Office of the Comptroller of the Currency disclosed:

Between September 15, 1975 and October 21, 1975, National Barnk
Exzaminer EMORY W, RUSHION conducted a regular examination of the National
Bank of Georgia, Atlanta, Georgia. The report was stamped 'Received Mail
Room Comptroller of the Currency, 11/28/75." That examination disclosed
the following:
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Mr. 10U FRAMK, Deputy Regional Administrator of National
Bankg, Sixth Naticnal Bank Region, advised:

He had a telephone comversation with Mr. ROBERT BLOOM
Acting Comptroller of the Curremcy, on Jamuary 17, 1977. He could
not specifically recall what he discussed with Mr. BLOOM on Jaruary
17, 1977. Howewer, this was about the time Mr. BLOOM contacted him
and asked him about the quarterly deposits at the National Bank of
Georpia (NBG). Mr. BLOOM appeared to be aware that the quarterly
deposits at NBG had been improving, and Mr. BLOOM wanted him to
obtain the quarterly deposit figures in order to verify them,

He obtained the quarterly figiwes from Mr. BILL GREEN of
NBG and then called Mr. BLOMM back and furnished him the infor-
mation. He advised that Mr. BLOOM stated that he (BLOM™) was happy
with the informatiom. He advised that he could not recall if Mr.
BLOOM mentioned Mr. LANCE or any imvestigation of Mr, LANCE during
this corversation. He did reeall that at the end of the conversation
he wished Mr, BIOOM luck in the troller's job. This was a
spontaneous comment on his (FRANK's) part, and he could not recall
that anything was said in the comversation that related to Mr.
BLOOM's getting the Captroller's job. He advised that Mr. BLOOM
thanked him for his cament, and the telephone call was terminated.
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Mr. ROBERT A, BAER, Jr., Special Assistant to the Camtroller of
the Currency, advised:

To his best recollection, on Saturday, July 23, 1977,
Mr. JOHN HEDMAIN, Camptroller of the Currency, received a memwrandum
from Mr. DONALD MELBYE, Special Assistant to the Comptroller for
Congressional Affairs, indicating he had received a call from Mr.
DAVID SCHAEFER (legislative assistant to Semator RIBICCFF) inquiring
vwhat steps the OCC was taking concerning Mr. TANCE and the allegations
which were raised in the press. He also made reference to the fact
that the Committee had inquired at the time of Mr. IANCE's confirmation
hearings of the OCC that they (OCC) make a statement concerning the
nominee for assurance that there was no substance to the allegations
raised, and asked if that statement was still factual. The statement
referred to a letter sent by Mr. ROBERT BLOMM, Acting Camptroller
of the Currency to Senator RIBICOFF on January 18, 1977.

Mr. HEIMANN and he (BAER) immediately spoke with Mr. BLOOM
in his nffice reviewing Mr. BLOXM's letter of Jarmary 18. Mr.
HEIMANN was present for some, but not necessarily all of the conversatiom.

Mr. BLOOM advised that in a telephone comversation with Regionzal
Adminisrrator DONALD TARLETON, Mr. BLOMM received verification from
Mr. TARLETON that all overdrafts by Mr. LANCE, his relatives, and
his campaign fimd had been repaid in full to the Calhoun First
National Bank, including appropriate interest., Mr, BLOOM said he
based his statements in the letter to Senator RIBICOFF on the
information which Mr., TARLETON provided him.

Mr. BLOXM also said that in a telephone comversation initiated
by Mr. SCHAEFER, prior to Mr. BIO®M's letter of January 18, Mr.
SCHAEFER urged Mr, BLOGY to include in his letter a statement
assessing Mr. LANCE's corpetency. Mr. BLOM reluctantly complied
in his letter to Senator RIBICOFF indicating that Mr. LANCE was
campetent and qualified for the position as Director of Office of
Management and Budget (OB).

Mr FLOCM stated that while he did not entirely agree
with his surmary of Mr. LANCE's competency he felt pressured to
include a positive assessment in his letter to Senator RIBICCEF,

Mr. BLO firrther related when the FBI requested from

Mr, DAVID SCHAUB, Attorney, Enforcement & Compliance Divisiom, a
copy of the Agreement placed sn the Calhoun National Bank, that Mr,
SCHAUR went to Mr. BLO(® for direction. Mr. BLOG®M indicated that
he had attempted to call Mr. LARCE and, wmable to reach him, spoke
with Mr. LANCE's attormey. After Mr. [ANCE's attorney had spoken
with Mr, LANCE, he spoke with Mr. BLOOM indicating that they would
like Mr. BLOGY to resist giving the Agreement to the FBL. Mr.
BLOCM indicated that the FBI had the right to subpoena and could
obtain the document if they desired. He was told by Mr., LANCE's
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attorney to resist giving the FBI the dooument, but, if they
insisted, to turn the document over to the FBI. Mr. BLOOM said

that he instructed Mr. SCHAUB to resist giving the FBI the Agreerent,
hovever, if they insisted, to tirn the document over to them. Mr,
SCHAIB did this and the FBI said that they would not take possession
of it,

Mr. JOHN HEIMANN, Corptroller of the Cwrrency, advised:

He tock the cath of office as Camptroller of the Currency
on July 12, 1977, For approximately two or three weeks prior to
being installed as the Comptroller he was a consultant for the
Camptreller of the Currency.

The possible preblems surrounding the BERT LANCE/Calhoun First
Hational Bank (CFMB) affair were first broucght to his attention by
Mr. ROBERT BAFR, Special Assistant, Office of the Comptroller of
the Currency.

He read the CFNB and the National Bank of Gecrgia (NBG) files
and noted that an Agreement on (FNB, which was lifted on Noverber
22, 1976, was lifted under strange circumstances. He saw nothing
in the file to indicate that the Agreement should have been lifted,

He was also aware of Mr. ROBERT BLOOM's letter of January 18,
1977 to the Senate Cammittee on Goverrmental Cperations concerning
Mr. LANCE which Mr. BLOM had written while he was Acting Carptroller
of the Currency. All of these items together raised some questions
in his mind that practices and procedures in the Office of the
Comptroller of the Currency micht be irmproper.

He thoucht that an irdependent investigation into this matter
might be warranted and requested such an investigation after meeting
with Treasury Secretary MICHAEL BIIMENTHAL.

Shortly after this Mr. BAER and him met with Mr. BLOOM to
discuss his January 18, 1977 letter to the Senate Caomittee
regarding Mr, IZNCE and the reasons for his comments in the letter.
During the course of this meeting he was in and out of the room to
take care of business and consequently missad scme of the conversation,

Mr. BIOOM indicated that he did not want to put his evaluatiaon
of Mr. LANCE in the letter and stated that it was his fesling
that the camuittee would have nothing less than that. He (BLOOM)
indicated that he felt he was under pressure by Mr. DAVID SCHAEFER
of the Committee to make a statement in the letter regarding
Mr. LANCE's competency as Director, Office of Managament and Budget.

-52-



He asked Mr. BLOCM if he had it to do again what would he do.
Mr, BLOOM's response ‘was that he would not do it again.

Mr. BLOXM stated that he had a telephone conversation with
Mr, DCWALD TARLETON, Regicnal Administrator of National Banks,
Sixth National Bank Regilon, prior to writing the letter. Mr.
Bloom had asked Mr. TARLETON whether or not the articles of the
Agreement on the CFNB had been met and that TARIETON had told him
that they had. Mr. BIOOM indicated that he had based his comrents
in the letter on a lot of vhat Mr. TARIETON had told him,

Mr. BIO(M indicated that he purposely left out any reference
to the lifting of the Calhwun Agreement from the letter. He did
not have a specific reccllection at that time as to why BLOOM
said he left this out of the letter.

Mr. BLOOM advised that he had contacted Mr, LANCE's attorney,
Judge SIDNEY SMITH, regarding the FEI's request to see the Calhoum
files during their (FBI's) inquiry into Mr. LANCE's backgrourd in
connection with the confivmation hearings. According to Mr, BLOCM,
Mr, SMITH said sanething to the effect that the (FBI) ccould have
it if they wanted but it would serve no purpose; that it contained
inflamatory remarks. This was his (HERMARNN's) impression of what
Mr. BLOOM related regarding the FBI.

The meeting with Mr, BIOOM regarding this matter was not
necessarily a question and answer meeting. He and BAFR listened
while Mr., BLOOM talked, He (BLOQM) was very upset and was chastising
himself for what he had done. At one point he heard Mr. BLOOM say
samething to the effect that when he thought back as to why he did
it, he guessed he did it to win same "hrownie points". The statement
was more a rumination; an after-the-fact recognition.

URBAN C. IFHNER, Staff Reporter, The Wall Street Jourpal, advised:

In late November or early December 1976 he received a tip
that ESRT LANCE, who had either just been naminated for a
cabiret-level position or was under consideration for ome by
President-elect CARTER, was or had been in some sort of trouble
with the Comotroller of the Curremcy in commection with
unspecified activities of him (LANCE) as a banker. The tip
was general in nature and did mot refer to a Cease and Desist
Order. He preceeded to telephene a mmber of OCC officials
to check out this tip.

He first called FORD BARRETT, Jr., an OCC lawyer with

whom he had talked previocusly on other matters for advice on
which 0CC afficials he (IFHNER) should call. BARRETT suggested
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JOHN SHOCKEY, who was then the Agency's Chief Counsel. He also
decided to call others, however, he can't recall whether he
picked them at the suggestion of BARRETT or SHOCKEY or if he

did this on his own.

He is also not 100 sure who he called. He believes they
were First Deputy Comptroller MILLIN =nd SEIBY. He also
tried to reach Acting Comptroller BLOOM. His best recollection
is that he was unsuccessful in contacting BLOOM,

He did not recall the specific questions he asked or the
specific answers he was given by any official. In general, he
asked whether LANCE or his bank (he didn't know at the time
that there was more than one LANCE bank) had been disciplined
by the Comptroller.

He is sure that he asked the same questions repeatedly
using a muber of formulations of it, He is fairly sure that
he asked about a possible Cease and Desist Crder, He asked
about the possible Cease and Desist Crder because he was aware
that this was a disciplinary tool at the Comptroller's disposal.

He could not have used the word agreament during these
calls because it was only well after rhese calls that he learned
that the Camptroller's diseiplinary teels included such agreements
as the Calhoun Bark entered into. He recalls being told repeatedly
in response to his quesitons that all CCC disciplinary cases were
confidential, He recalls that SHOKEY was auite categorial
about that, offering no assistance vhatever, Another officlal,
he thinks MULLIN, was more sympathetic, but also offerred no

He came away from that evening of calls with the feeling
that he struck out -- that either the tip was unfound or that
if there was amything to it the Comptroller's office was not
about to tell him about it, Nothing he had been told by OCC
officials led him to believe that further calls would be productive.
He made no fiwrther calls to OCC officials &bout this matter.

Because he had no knowledge that there had been an agreemsnt
he did rnot ask whether an agrecment had been lifted. These
calls were placed fram his home on a weekday evening to the
homes of the OCC officials.
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(Section 3 -- Investigation into OCC inquiry with respect to
possible misuse of funds by NBG deleted pursuant to Justice
Department request because contains Information relevant to

referral.)



SECTION 4

Investigation into allegaticns that Regional Administrator DONALD
TARIETON was a passenger on an aireraft owmed by a National Bank
that was under the supervision of his office, and irproperly
utilized a Goverrment Travel Request to travel to Washingtom, D.C.
for other than official goverrment business.



The following individuals were interviewed in cormection with

this section:

Type of Interview

Subject Date of Interview
JOHN HEDMANN 7/23/77

Comptroller of the Currency
Washington, D.C.

THMAS G. DeSHAZD 7/26/77
Deputy Comptroller Operations
Review
Washington, D.C.
ANN H. GORDGHN 8/9-10/77

Secretary to the Regional
Administrator, Sixrh National
Bank Region, Atlanta, Georgia

EMDRY WAYNE RUSHTON 8/12/77
National Bank Examiner

Sixth National Bank Region

Atlanta, Georgia

LDMA HOLLAND 7/28/77
Secretary to the Comptroller

of the Currency

Washington, D.C.

DONALD TARLETON 8/22-23/77
Regional Administrator

Sixth National Bank Region

Atlanta, Georgia

HARRY JOE SELBY 8/27/77
First Deputy Comptroller

for Cperations
Washington, D.C.

MARTHA B. STEPHENS 8/30/77
Persomnel Officer, Deputy

Director of Human Resources

Washington, D.C.

Oral

Oral

Under Oath

Affidavit

Affidavit

Affidavit

Affidavit

Affidavit

Affidavit
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Subject Date of Interview

ROBERT ELOCM 8/271/77
First Deputy Comptxoller
Washington, D.C.

JON E. HARIMAN 8/30/77
Attomey, Anti-Trust

Division

Washington, D.C.

Type of Statement

Affidavit

. Oral
Under Qath



Details of Irvestigation

JOHN HETMANN, Camptroller of the Currency, advised that during a
recent investigation into the financial affairs of Mr. T. BERTRAM LANCE
information was relayed to him that Regional Administrator DONALD TARLETON,
Sixth National Region, and Mr, LANCE, were passengers aboard an aircraft
belonging to the National Bamk of Georgila on December 17, 1976.

Mr. THOMAS G. DeSHAZO, Deputy Comptroller Operations Review, advised:

. On July 27, 1977 at the request of Mr. JOHN HETMANN, he contacted
Mr. TARLEICON to discuss matters concerning an ongoing OCC investigation
into the financial affairs of Mr. BERT LANCE.

During the conversation Mr. TARLETON told him that he had
flown on a NBG plane with Mr. LANCE on December 17, 1976 on a
flight from Washington, D.C. to Atlanta, Georgia.

Mr. TARLETCN told him that he had flown on a commercial flight
from Atlanta to Washington, D.C. for the purpose of introducing Mr.
LANCE around the OCC office; Mr. LANCE had asked him (TARLETON) to
come to D.C. and introduce him to the people in the office. Mr.
TARLETON told him that he also visited the Persommel section at OCC
and met with Ms. Marty Stevens. Mr. TARLETCN advised that Mr. LANCE
asked him to fly back with him and he did.

Mr. TARKLETON said that Mr. HAL GULLIVER, an editor with the
Atlanta Constitution and a Director of a National Bank (MName unknown)
were also on the flight. Mr. TARLETON advised that no banking
matters were discussed during the flight.

Regiocnal Administrator DONALD L. TARIETON's Monthly Expense Vouchers
disclosed the following information:

The expense voucher for the inclusive period December 1-31,
1976 indicates Mr. TARLEION traveled to Vashington, D.C. on December
17, 1976. Entries on the woucher for that date show that Mr,
TARLETON intreduced OMB Director designate T. BERTRAM LANCE around
the Office of the Comptroller of the Currency (OCC) and that he had
free return transportation to Atlanta, Georgia. Information fram
the travel request on the voucher shows an expense of $67 for one-
way travel from Aclanta to Washington, D.C. on December 17, 1976.



Mrs, ANN H. GORDON, Secretary to the Regional Administrator advised:

She recalls one occasion when !Mr. TARLETON had need to go
to Washington, D.C. At the time she made his travel arrangements
he indicated to her that she need only make arrangements for him
from Atlanta, Georgia to Washington, D.C. and that he would not
need any return reservations because he had a way back. After
reviewing her appointment calendars she noted that this travel
occurred on Decewber 17, 1976, She does not know how he retirned
to Atlanta or with whom he retimned. Having reviewed Mr., TARIETON's
travel expense voucher for the month of Decamber 1976, she notes
that the travel request was for one-way from Atlanta to Washingtom, D.C,
She further noted that his voucher indicated that he had free
transportation back to Atlanta. These entries support her previous
statement regarding her recollection of this travel.

She is aware that NBG owns an aixplarie. She does not know if
Mr. TARIETON has ever flown on this airvlane. She has heard a rumor
from an individual in the office whose name she cammot recall at
this time, that Mr. TARLETON had flown on the NBG plane with Mr.
LANCE.

The flight logs for the National Bank of Georgia, Atlanta, Georgia,
owmed aircraft #N47BL, piloted by Varm WARREN, during the period June 1, 1975
to March 31, 1977, disclosed the following information:

The log for Decarber 17, 1976 shows that WARREN flew Mr.
BERT LANCE and an unidentified passenger from DeKalb-Peachtree
Airport, Atlanta, Georgia to Washington National Airport, Washington,
D.C. The log shows that the flight departed Atlanta at 6:23 a.m.,
arriving in Washington, D.C. at 8:15 a.m.

The log further shows that Mr. WARREN flew Mr. LANCE and five
unidentified persons back to DeKalb-Peachtree Airport, leaving
Washington, D.C. at 3:48 p.m. and arriving in Atlanta at 5:55 p.m.
that same day. '

Me, BDRY VAYNE RUSHION, National Bank Examiner, advised:

A general exemination of NBG was started umder his supervision
on December 6, 1976. Sometime prior to that, in October or November, 1976,
he heard a rumor that NBG had purchased a jet airplane.

Shortly thereafter, in approximately Jarmary 1877, he was
asked to see Mr, TARLETOR. Mr. TARIETON initiated the discussion
by acknowledging his awareness of the NBG airplame Mr,
TARLETON assired him, as he recalled, that the NBG a:.rplane was not
a jet. Mr. TARIETON did not then, nor has he subsequently, informed
him that ho w25 a passenger ¢n the NBG airplane.
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Mrs, LINDA HOLLAND, Secretary to the Comptroller of the Currency,
advised:

On December 17, 1976, Mr. BERT LANCE and three associates
(names unknown) visited the Comptroller's Office for a scheduled
2:00 p.m. meeting with Mr. BLOGM., Mr. TARLEION was in Washingtom,
D.C, that day and went to the lobby of the L'Enfant Hotel to meet
Mr, LANCE and escorted him to the Carptroller's suite of the OCC.
Mr. LANCE entered the Camtroller's suite. Mr. TARIEION did the
introductions. Mr. LANCE's associates were not in the meeting,
they waited out in the Camptroller's reception area until the
meeting was over. She believes that Mr. BLOOM invited Mr. TARLETON
to sit in the meeting but she is not sure. She estimates that Mr,
TANCE was in the Comptroller's office for approximately 20 to 30
minutes at the most.

Mr. DOMALD TARLETON, Regional Administrator, Sixth National Bank
Region, advised:

In the first part of December 1976, the exact date of which he
could not recall, Mr. T. BERTRAM LANCE requested that when his
{(TARLETON'5) schedule allowed he introduce him around the OCC
office in Washington, D.C. as he had never met many of the senior
staff. He did not indicate a reason for wanting to meet officials
of the OCC. He ( 1) Indicated his willingness and telephonically
advised his supervisor, FJst Deputy Comtroller for Operations H.

JOF SELBY, who as he recalls indicated he would advise the Acting
Ccmptroller of the Currency ROBERT BLOMM. The date that was originally
scheduled had to be changed because of Mr. 1ANCE's schedule and he
(LANCE) suggested December 17, 1976, a date he was addressing the
National Press Club in Idashmgtcm D.C. Mr. LANCE fHimrcher suggested
since he would be returning directly to Atlanta from the OCC, that
he (TARIET(Y) retimn with him. He (TARLFTON) assented to his
suggestion and telephonically advised Mr. BLOOM of the pending
visit. Be does mot recall advising Mr. BLO® of his plans to

return to Atlanta with Mr. IANCE. He (BLOGY) indicated that they
should accomodate MR, LANCE in the visit. Since this was considered
official business, he instructed his secretary to purchase a one-
way comnercial airline ticket on a GIR for use on Deceamber 17,

1976. On that date, he traveled to YWashington, D.C. to the OCC
where he had a luncheon meeting with staff attomey JON D. HARTMAN
and Deputy Director of Hmen Resources MARTHA B. STEPHENS over a
wnion orpanizing effort in Region Six and some related staff problems.
Following lunch, be waited the arrival of Mr. LANCE. Upon his
arrival, they went directly to Mr. BLOMM's office. The conversation
after pleasantrles centered primarily around the new NBSS system
and a menitor that Mr. BLOOM had in his office. They all went to
Mr. SELBY's office for a brief period, then to amother office
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(whose office he did mot know) where Mr. LANCE was introduced to
Deputy Comptroller of the Currency of Economics DAVID C. MOTTER and
the Director of Banking Research Division ROBERT R. DINCE. Mr.
LANCE and Mr. DINCE were previously acquainted and as he recalled
there was a general affable comversation and some discussion of a
statistical project that r, DINCE was currently working on., Mr.
BLOQM, Mz, IANCE and he (TARLETON} then moved towards the entrance
and when near the office of Deputy Camptroller of the Currency for
Administration, Mr. BLOM went in and brought MR. WESTBROOK MIRPHY
out to meet Mr, LANCE. There was a general conversaticn about the
career of Mr. MURPHY's father. During all this time (coammencing
prior to Mr. LANCE's arrival) he was suffering from a migraine
headache which caused visibility problems, preoccupation and an
inability to give much attention to the proceedings. He and Mr.
LANCE then left the building, and accompanied by a man he believes
to be Mr. IANCE's bodypuard and a man he believes to be Mr. THRMAS
MITCHELL, left to go to National Airport. They waited the arrival
of Mr. HAL GULLIVER, who is with the Atlanta Constitution newspaper,
at which time they boarded a twin engine prop plane and ieft to
Peachtree-Dekalb Airport in northeast Atlanta. On board, in addition
to the pilot Mr, VANN WARREN, was Mr. LANCE, Mr. MITCHELL, Mr.
GULLIVER, the bodyzuard and himself. Except for Mr. LANCE, he had
never hefore or since met any of these individuals. Upon arrival
at the airport, Mr. LANCE departed in a limousine and all others
wenit their various ways. He (TARLEION) was plaming to take a taxi
the four to five miles to his residence but the pilot insisted on
driving him as soon as he got the plane secured. During this drive
he (TARLETON) questioned him abput the aircraft and learned for the
tirst time that it was owned by the National Bank of Georgia,

Since the activities of President-elect CARTER and those close to
him were well publicized, it was common knowledge that Mr. CARTER
was utilizing U.S. Govermment aircraft, limousines and bodyguards.
It was also known that Mr, LANCE was receiving bodypuard protection
and limousine usage. He made the assumption that Mr. LANCE would
be utilizing U.S. Goverrment aircraft as well.

The idea that the National Bank of Georgia aircraft was being
utilized did not occur because he was not even aware that the bank
owned any aircraft.

The question has been raised whether any bank business was
conducted on the flight. There was none. Most of the conversation
was between Messrs, GULLIVER and LANCE over the press club luncheon
just attended and about various Georgia personages, nearly all of
whom he has never heard of.
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It is significant teo note that the OCC has never had a policy
regarding its employees utilizing bank provided transportation, be
it ground or air, and it is known to have occurred with some regularity
throughout his career by emloyees all the way to and including the
Comprroller. He knows of no such instances where any personal gain
was realized and in this instance, he certainly received no personal
benefit. He also knows of no instance where acceptance of transportation
for official business resulted in a decrease of that employee's
ability to function effectively.

Mr, HARRY JOE SELEY, First Deputy Conptroller for Operatioms,
advised:

He met with Mr. T. BERTRAM LANCE sametime during Decerber
of 1976. At that time, Mr. LANCE visited his office and was introduced
to Mr. BLOOM, the Acting Coamptroller.

Regional Administrator TARLETON had previously called and
informed him that Mr. LANCE wanted to visit the office. He told
M-, TARIETON that this would have to be cleared through Mr. BLOOM,
which it was.

M. ROBERT BLOCM, First Deputy Comptroller, advised:

He believes on Wednesday, December 15, 1976, that Regional
Administrator DONALD TARLETON, Sixth Region, called him to tell him
that Mr. T, B. IANCE might visit the Washington, D.C. OCC office
that week. He does not recall M-, TARLETON telling him that he
would be accompanying Mr. LANCE although he might have. He does
not recall Mr., TARLETON asking him for permission to make the trip
from Atlanta, Georgia to Washington, D.C. at office expense for the
purpose of introducing Mr. LANZE. However, it is possible that Mr.
TARLETON had other business to attend to in the Washington, D.C.
OCC office, such as wnion organization problems. He did not give
Mr. TARILETON permission to come to Washingten, D.C. for the purpose
of showing Mr. LANCE the OCC. .

Sometime prior to December 15, 1976 Mr. TARLETON advised Mr.
SELEY, that Mr. LANCE would like to visit the office on one of his
get-acquainted visits to Washington, D.C. He recalled that Mr.
SELBY told him (BLOMM) that Mr. LANCE would be visiting the office
on a certain aftermoon in early Decmmber, 1976, but that the visit
was cancelled by Mr. [ANCE.



On Friday, December 17, 1976, at 2:00 p.m., Mr. IANCE accompanied
Mr, TARLETON to the office. Mr. LANCE was at the office approximately
30 minutes. He (BLOX®) spent most of the time showving him the new

electronic NBSS system. Mr. LANCE met various other OCC employees
that day also.

In addition to the information Mr. BLOMM firmished in his original
affidavit, he provided a response to the following question:

Q: Did you authorize DOWALD TARIETON to fly to Washington to
introduce TANCE at OCC?

A: No.

Mrs, MARTHA B. STEPHENS, Persomel Officer, advised:

In Deceamber, 1976, she was Acting Director, Persormel
Management Division. On December 17, 1976, Mr. DONALD TARLETON,
Regional Administrator, Region Six, Atlanta, Georgia, came to
Washington, D.C. and had Iunch with her and Mr. JON HARIMAN, an OCC
attorney. The three of them discussed disciplinary problems and
union organization efforts in Fegion Six. They had no meeting in
the office either before or after lunch. She does not recall if
Mr. TARLETON or his secretarv made the appointment for lunch. The
business conducted during this lunch could have been accomplished
during a conference call. It is her personzl opinion that this
luncheon meeting was not Mr. TARLETON's primary reason for coming

to Washington, D.C. He came to show Mz, BERT LANCE around and to
introduce him to OCC persommnel.

Mr, JON D. HARTMAN, Attormey with the Anti-Trust Division of the
Cffice of the Comptroller of the Currency (OCC) advised:

He recalled that Regional Administrator DONALD TARIETON's
secretary telephonically set up a luncheon meeting betwesn him and
Mr, TARLETON sometime prior to December 17, 1976.

On Deceamber 17, 1976, Mr. TARLETON, Acting Persomel Cfficer
MARTHA STEVENS, end he met for lunch. They discussed some union
organization and staff related problems., During lunch, Mr. TARIEION
provided him with scme documents concerning staff problems. Also
during lunch, Mr. TARIETON menticned that he was going to introduce
Mr. T. B, LANCE to OCC officials later thar day.



Their Limcheon meeting lasted approximately ome hour. In
his opinion, Mr. TARLETON's visit to the Washington, D.C. OCC
office served a dual purpose. First, Mr. TARLETON's visit allowed
him to show Mr. LANCE the Camptroller's office and secondly, Mr.
TARLETON's visit allowed him to conduct some business with him
(HARTMAN) . Mr. TARLETON might have conducted his business with him
by mail and telephonically; however, Mr,TARLETON's conducting
business with him (HARTMAN) in persom allowed for an immediate
response, which Mr. TARLETON said he needed.

. A letter dated September 1, 1977, to JOHN HEIMANN, Comprroller of
the Currency, from ALEX W. SMITH, Attorney for BERT LANCE, disclosed:

'Dear Mr. Comptroller:

As you know, the respomses to the Interrogatories
propounded to Mr. Lance were compiled on a crash basis
subject to extreme time constrictions. Robert A. Baer,
Jr., called me today to ask my help in ascertaining what
flights, if any, Mr. Don Tarleton, Regional Administrator
of National Banks, may have flown on the NBG airplane. We
regret that nc reference was made to Mr. Tarleton in our
responses gotten up over last weekend, His name did not
appear on the pilot’s logs and thus there was no written
reference to him to jog Mr. Lance's mamory. We have now
been able to ascertain the following:

On the early mormning flight to Washington on December 17,
1976, were Bert Lance and either Stock Coleman, bank employee,
or Spec Landrum, bank officer. On the retwrn flight that
afternoon were the following: Mr. Lance, Mr. Hal (Gulliver,
Editor of The Atlanta Constitution, Mr. Tom Mitchell,

Mr. Stock Coleman, Mr. Spec Landrmm, and Mr. Don Tarletonm.

The purpose of the trip was for Mr. Lance to make a
speech to the Washington Press Club and to conduct some
business at the office of the Camptroller of the Currency.

Mr. Lance accidentally met Mr. Tarleton at the office
of the Comptroller. Neither knew the other was to be there,
and it was entirely accidental that they both happened to
be in your office on that time. PMr. Lance had other
business with the Camptroller and in the afternoon, prior
to departure, on Seeing Mr. Tarleton Mr. Lance inquiried



if he were returning to Atlanta that afterncon. If so,
Mr. Lance would be pleased to have him fly on the NBG
plane back to Atlanta. It was Mr. Lance's feeling this
could save another plane ticket against the expense
account off the Comptroller, without any cost to The
National Bank of Georgia, and was a courtesy to the

troller's office. Mr. Tarleton accepted and did,
in fact, fly back to Atlanta on the MBG plane. The
discussions and comversations that took place on the
way back were of an innocuous and generalized natire,
totally unrelated to specific banking affairs.

Time does not permit my having Mr. Lance personally
sign a statement to the forepoing effect, but to the best
of my knowledge, this is correct and true information
obtained from Mr, Lance. 1 am sure he would be glad to
testify in comection with this when he appears before
Senator Ribicoff's committee.'



SECTION 5

Investigation to determine why the Acting Camptroller of the
Currency stored all OCC files re Calhoun First National Bank in his
personal safe, and why OCC files were void of any memorandums of
contact with T. BERTRAM LANCE.



The following individuals were interviewed in comnection with this

section:
Subject Date of Interview
JAMES KEEFE 8/2/77

Special Assistamt to the
Comptroller of the Currency
Washington, D.C.

LINDA HOLIAND 7/29/77
Secretary to the Comptroller

of the Currency

Washington, D.C.

GLORTIA P. FLIAKAS 7/27/77
Administrative Assistant

to the Comptroller of the Currency
Washington, D.C.

ROBERT SERTNOD 8/27177
Director, Enforcement and

Compliance Division

Washington, D,C.

DAVID SCHAUR 8/4/77
Staff Attorney

Enforcement and Compliance

Division

Washington, D.C.

ROYAT, DUNHAM 8/24/77
Mmnager, Consumer Affairs

Division

Washington, D.C.

ALAN HERTANDS 8/4177

Executive Assistant to

the First Deputy Camptroller
Washington, D.C.

ROBERT BLOOM » 8/21/77

Deputy Camptroller
Washington, D.C.

Type of Statement

Affidavit

Affidavit

Affidavit

Affidavit

Affidavit

Affidavit

Oral-Under Oath

Affidavit



DETATTLS OF TNVESTIGATICH

Mr, JOHH HETMANN, Comptroller of the Currency, advised that during
a recent investigation into the financial affairs of Mr. T. RERTRAM
TANCE, members of his staff reviewed OCC files relating to the Calhoun
First Hatiomal Bank. These files did not contain any memoranda of
contacts with Mr. TANCE or any of Mr. 1ANCE's representatives. He had
become aware of rumors that there had been meetings and telephone calls
between Mr. TANCE and officials of the OCC, and he thought that perhaps
in light of recent disclosures concerning the Calhoun Bank thar documents
might have been removed from the OCC files. He requested that during

the internal investigation that an attempt be made to determine if any
documents had been removed fram the OCC files.

Mr. JAMES KEEFE, Special Assistant to the Camptroller of the Currency,
advised:

On approximately July 25 or 26, 1977, Mr. HEDMAMNI called a
meeting consisting, as he recalled, of himself, Mr. ROBERT BAER,
Mr, DONALD MELBYE, Mr. THOMAS DeSHAZO, Mr. ROBERT SERINO and possibly
Mr. JAMES GARTNER. Alsoc present were, as he recalled, Mr. ROBERT
BLOOM, Mr. H. JOE SELBY and Mr. ESTEROOK MJRPHY. The latter
persons were not ordinarily in attendance at the daily morning
meetings regarding the LANCE inquiry but frequently were included
in other 8:30 a.m., daily "limited-staff" meetings at which the
LANCE matter was not usually discussed.

On this occasion, Mr. HETMAIN alluded to the LANCE matter and
noted his intent to conduct a thorough and fair inquiry, As he
recalls, Mr. HEIMAIN stated that he did not want to discover after
the inquiry had been completed that relevant material had not been

comsidered because it was missing from their files, or had been
"ourged’ from the files.

Mr. BLOCM responded that some material ordinarily kept in the
OCC Ffiles had been kept, instead, in his office but was recently
reticned to the files. Mr. BLOOM did not identify the material.
No further discussion ensued.

Mrs. LDDA M. HOLIAND, Secretary to the Campiroller of the Currency,
advised:

To the best of her knowledge, the reports of examinmatrion and
correspondence files for the Calhoun First National Bank were
delivered to Mr. BLOOM, Acting Comptroller of the Currency, by
Attormey David SCHAUB in the fall of 1976, Mr. BLOOM retained the
files in his safe, located in the Comptroller's bathroom closet.
Access to the files was not prohibited and on occasion Ms. Gloria
FLIAVAS, another office secretary, and she would be requested by an
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attormey or examiner to secure the reports of examination or corresponderice

files. Mr, BLO®M kept the files for several months (she did not

recall the exact length of time). She did not recall the files

being retirned to amyone prior to Mr. BLOMM moving from the Camptroller's
ffice back to his former office in Jume, 1977.

Ms. GLORIA P. FLIAKAS, Adminstrative Assistant to the Comptroller
of the Qurrency, advised:

From September 20, 1976 to July 15, 1977, Mr, ROBERT ELOGM
oceupied the Comptroller's Office in the capacity of Acting Comtroller
of the Qurrency. During this time, Mrs. Linda HOLIAD and she were
Mr. BLOOM's secretarial assistants., To the best of her recollection,
and on referring to her calendar-record, during the latter part of
1976 and early 1977 there were telephone calls (incoming and outpoing)
vhich involved Mr. BERT LAICE and Mr. SIDNEY SMITH, Mr. LANCE's

attorney. These calls are accurately reflected on her daily reecord
sheets, ’

Her daily record sheets indicate that Mr. BLOOM was in the
office the weeks of Noverber 15, 1976 and Movawber 22, 1976, excent
for the morming of Movember 24 on which day Mr. Bloom had a doctor's
appointment. On November 26, 1976, she was on anrual leave and
does not know whether Mr. BLOOM was in or out of the office.

The files for the Calhowm First Haticnal Banl:, Calhowm,
Georgia, had been requested by Mr. Bloom to be brought to his
office either in October or November, 1976, She did not recall vho
he asked. The files of the Calhoun First MNational Bank were stored
in a safe located in the closet of the Comptroller's bathroom.
They were available upon request to staff members who had an occasion
to refer to them in the performamce of their duties.

The files remained in the Comptroller's bathroom closet safe
until the time Mr, BLOGM returned to his former office, sometime
during the week of July 11, 1877. To the best of her recollection,
Mr. BCB SERINO and r. DAVID SCHALB picked up the files fram Mr.
BLO®M. She never had occasion or reason to review the files, and
is not aware that anyone reviewed them or removed any parts thereof,
including Mr. BLOOM.

The daily calendars for the Comptroller's office for the period of
July 31, 1976 to July 11, 1977, disclosed: ,

Date Time Description
9/20/76 Mr. BLOZM in Compt. Off.
10/6/76 1:45 p.m. DON TARIETGY phoned

10/6/76 3:00 p.m. DX TARLETON phoned



Date
11/16/76
12/1/76

12/1/76

12/1/76
12/1/76

12/1/76

12/2/76
12/2/76
12/15/76

12/17/76
12/29/76

12/29/76
12/30/76

12/30/76

1/3/77
1/3/77
1/4/77
1/4/77
1/5/77
1/10/77

Time

10:45 a.m.

9:30 a.m.

9:45 a.m,

12:30 p.m.

3:15 P.m.

4:45 p.m.

9:45 a.m.

11:15 a.m.

2:45 p.m.

2:00 p.m.

12:15 p.m.

4:45 p.m.

10:15 a.m.

11:45 a.m.

9:30 a.m,

10:15 a.m.
10:15 a.m.

3:00 p.m.

11:00 a.m.
12:15 p.m.

Des crigtion \
phoned DON TARLETON

phoned BERT LANCE in
Atlanta

phoned Y.A, HEYDERSQW at
Calhoun, Georgia

DON TARLETON phoned

phoned Judge SIDHEY SMITH
Atlanta 404/588-0300

phoned Judge STDNEY SMITH
in Atlanta

phoned BERT TANCE
Judpe SIDNEY SMITH phoned

ON TARLETON phoned -
we returmed.

EERT LANCE

SIDNEY SMITH phoned from
Atlanta

phoned Judge SIDNEY SMITH

Agent MacMITLIAN, FBI,
phoned - returmed

phoned D. TARLETON at
home-veb

SIFEY SMITH phoned
DX TARLETON phoned
phoned Judge SMITH
phoned Judge SMITH
3udge SMITH phoned

Sheraton -~ Carlton
Lobby - BERT LANCE



Date Time Description

1/10/77 2:00 p.m, phoned SID SMITH
1/14/77 1:30 a.m. DAVID SCHAXFT®R  Senate
- Can. on Govt. Operatioms
phoned
1/14/77 2:45 p.m. BERT TANCE phoned
1/14/77 3:15 p.m. Retd. DAVID SCHAEFER's
call
1/17/77 3:15 p.m, ED LOMBARD, House
: Appropriations Com. Staff
phoned
1/17/77 4:15 p.m. DAVID SCHAEFER, Senate
Gov't Operations Caom.
phoned
1/17/77 4:45 p.m. phoned B. LANCE 566-2033
1/18/77 9:15 a.m, JOHN CHIITERS, Senate

Gov't Operations Com.
phoned - we returned

1/18/77 10:00 a.m. phoned DON TARLETQHN,
talked to LOU FRA

2/10/77 9:15 a.m. phened TN TARLETON,
talked to VERNON
FASEEXDER

27128777 3:30 p.m. pPhoned BERT TANCE - 1W

3/18/77 10:00 a.m. BERT TANCE phoned

A review of the OCC files pertaining to the Calhoun
First National Bank disclosed mo record of any telephone
call or meeting between Mr. ROBERT BLOOM and Mr, BERT LANCE
and/or Judge SIDNEY SMITH.

Mr. ROBERT SERINQ, Director of Enforcement and Compliance
Division, advised:

On November 26, 1976, at the request of
Mr. ROBERT BLOOM, he delivered to Mr. ELOOM all the
files from the Enforcement Division concerning
the Calhoun First Mational Bank. He also obtained
the Calhoun files from Bank Examiner JIM GARTNER.
He believes Mr. 3LO0OM retained these files after
November 26, 1976.
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He was subsequently informed that Mr. BLOOM
later contacted Mr, DAVID SCHAUB and directed Mr.
SCHAUB to gather all records pertaining to the
Calhoun First National Bank and to maintain them
under lock and not to release them to anyone
without Mr. BLOOM's prior approval. He does not know
the date when Mr. SCHAUB was directed to gather all
the files. He later learned that Mr. SCHAUB was
directed by Mr. BLOCM to deliver the records to him
(BLOOM) .

Mr. SCHAUB told him that these records were subsequently
returned by Mr. BLOOM to Mr. SCHAUB (he could not
recall when). He believes that this was some time
after Mr. JOHN HEIMANN was nominated as Comptroller.

Mr. DAVID SCHAUR, Staff Attorney, advised:

Shortly after it became known in Washington that
the Agreement with the Calhoun Bank had been lifted
Acting Comptroller ROBERT BLOOM instructed him (SCHAUB)
and Mr. ROYAL DUNHAM to "pool" all the information
concerning the Calhoun Bank and lock them in his (SCHAUB's)
office. During the FBI investigation, Mr, BLOOM asked
that all the files concerning Calhoun be brought to his
(BLOOM's) office and placed in the safe there, and this
was done.

He never fully reviewed the files while they were
in BLOOM's office, nor did he ever remove any of the
files, except Reports of Examination of Calhoun First
National Bank, for the purpose of providing BLOOM an
abstract of LANCE and DAVID family overdrafts revealed
in the reports,

Mr. ROYAL DUNHAM, Manager, Consumer Affairs Division,
advised:

Sometime after the Agreement with the Calhoun
First National Bank had been removed, Acting Comptroller
ROBERT BLOOM called him and asked for the file on the
Calhoun Bank. He believes that the file was in Mr.
SELBY's office and that Mr. SELBY was out of town. He
obtained the file and took it to Mr. BLOOM. He recalled
that he did review the file to bring himself up to
date.

Approximately one or two days later Mr. BLOOM
again telephoned him and requested that he bring the
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Calhoun file to his (BLOOM's) office. He again had to
obtain the file from Mr. SELBY and deliver it to Mr.
BLOOM. He later heard from Mr. ALAN HERLANDS or Mr.
DAVID SCHAUB that Mr, BLOOM had placed the file with
Mr. SCHAUB for safe keeping.

Mr . ALAN HERLANDS, Executive Assistant to the First
Deputy Comptroller advised:

He is aware that the files of the Calhoun First
National Bank were kept locked in a safe adjoining the
bethroom in the Comptroller's office. He has no knowledge
how the files got there. He believes the files were in
the safe for a considerable length of time and perhaps
during the menth of July they were removed from the
cafe. He never reviewed any of the Calhoun files while
they were in the Comptroller's safe. He never removed
any documents from the files in the safe. He has no
knowledge that anyone else removed any documents from
the Calhoun files.

He did recall that he did see Mr. BLOOM with the
files spread out on his desk., He believes the file
that Mr. BLOOM reviewed contained examination reports,
a copy of the Agreement and various correspondence
pertaining to the bank. It appeared to him that
Mr. BLOOM was obviously reviewing the file. He does not
recall when he saw Mr. BLOOM reviewing the Calhoun
file. “

Mr, ROBERT BLOOM, Deputy Comptroller, advised:

Sometime either on November 26, 1976 or during
the following week he (BLOOM) obtained the files pertaining
to the Calhoun First Nationmal Bank from Mr. ROYAL
DUNHAM for the purpose of reviewing the progress
made by Calhoun since they entered into an
Agreement with OCC. Sometime in December 1976
he atsked that all files pertaining to Calhoun
and the Natiomal Bank of Georgia in the Washington
office be placed in the combination lock safe in
the closet adjoining the Comptroller's office.
He did this solely for security reascns. There was
considerable press interest in Mr. LANCE's nomination
to be OMB Director, and he did not want any information
concerning the banks which Mr. LANCE was assoclated
with to be the subject of any unauthorized leaks. The
OCC experience with leaks of information had not been
particularly good during the previcus two years.
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Employees of the Enforcement Division or the
Bank Review Division knew at gll times where the
files were and could have access to them by asking
his secretary or him. He had no special interest
in protecting Mr. LANCE in this matter but
recognized the probability of high press interest
and he felt that the files of the banks with
which Mr. LANCE was associated with were entitled to
as much protection as the law or regulations
allowed.

During the period in which the files were
in his safe he did not tamper with them or remove"
any documents without returning them. Nor did he
instruct any employee to remove any documents or
to tamper with them or purge them in any way.

Sometime in April or May 1977 it occurred
to him that he still had these files in the office
safe. He thought that the problem of unauthorized leaks
to the press in comnection with Mr. LANCE was no longer
an issue, and had the files returned to the Enforcement
Division and the Bank Review Division. He never
removed any documents from the Calhoun or National
Bank of Georgia files and returned them after he heard
an inquiry was being conducted (July - August 1977).

His telephone conversations and meetings with
Mr. LANCE and Judge SIDNEY SMITH are not documented
anywhere beside his secretary's telephone logs.
He is adverse to filing memorandums of telephone conversations.
He does not know of any written regulation in the
office which requires him to put a2 memorandum in the
file every time he has a telephone conversation. He
believes it is probably a good practice. If he were
teaching an orientation group he would probably advise
new examiners to do 1it.

In addition to the informationm Mr. BLOOM furnished im
his original affidavit, he provided responses to the following
gquestions:

Q: Did you ever remove any documents from the Calhoun
or National Bank of Georgia files and return them after
you heard an inquiry was being conducted (July -

August 1977)7

A: No,



Q: Why were leaks pertaining to LANCE an issue in
December, 1976, but not an issue in March - April,
19777

A: I had frankly forgotten that the files were in my
safe and would have had them brought back to their
normal cabinets earlier. As far as my original purpose
in having them placed in my Office, by March of 1977, I
thought that the press interest in Mr, LANCE was over
with, a judgment that will probably go down in history
as one of the worst ever made.

Q: Why were meetings with LANCE not documented?

A: I did not have any "meetings' with Mr. LANCE at
which any bank matters or other matters of importance
were discussed. My sole physical contaets with Mr.
LANCE numbered four.

{1) His wvisit to our offices on December 17, 1976,
at 2:00 p.m. following a speech at the Natiomal
Press Club. As I stated in my principal affidavit,
he was in our office a total of about one-half
hour accompanied by a Secret Service Agent or
two, and Mr. TARLETON. Most of the time was
spent in showing him our new electronic CRT tube,
showing him around the offices, saying hello
to some previous acguaintances. I was not with
him more than two or three minutes alone at that
time and no business was discussed,

(2) A lunch at the Sheraton Carleton Botel on January
10, 1977, which I discussed in my affidavit-in-
chief., There were no bank matters or other matters
pertaining to files of our 0ffice discussed at
that luncheon.

{3) An accidental encounter at Washington Natiomal
Airport on my way to a meeting in Palm Beach,
Florida.

(4) An accidental encounter at a Georgia Bankers'
Reception on a date shortly before the Inaugurationm.

We did not talk about any matters pertaining to files
maintained in our Qffice at either of these to chance
encounters.



The Washington Post article of September 1, 1977,
relating my telephone conversation with Mr. Sidney
Smith of December 1, 1976, and which according to the
article Mr. Moore has said he was a participant, has
jogged my memory on a point. During my conversation
with Mr. Smith when we began to discuss the description
of the enforcement agreement in the press release, I
remember suggesting that it would be useful for Mr.
Smith to get a copy of the agreement. It was my distinct
understanding during my subsequent conversations with
Mr. Smith that he had obtained a copy of the agreement
from Mr. Lance or from the bank. Since Mr. Moore who
was evidently a party to the conversation and a law
partner of Mr., Smith was a member of the Carter transition
team, it is my assumption that the contents of the
agreement were known to the President-elect or his
immediate staff at least from that time, if not before.



SECTION &

Investigation into alleged inproper approval of a Branch Bank
application for the MNational Bank of Georgia by OCC Officials.
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The following individuals were interviewed in cormection with this
section:

Date of Type of
Subject Interview . Statement

VERNON E. FASEFNDER 8/12/77 Affidavit
Deputy Regional Administrator

for Planning and Operaticns

bth Kationzal Bank Region

Atlanta, Georgia

MARTA TI. RICEMOND B/12/77 Affidavit
Regional Director of

Corporate Activities

6th National Bank Fegion

Atlanta, Georgia

DONALD TARLETON 8/25/77 Affidavit
Regional Administrator

6th National Bank Region

Atlanta, Georgia

H. JOE SELBY 8/27/717 Affidavit
First Deputy Comptroller

for Operatiomns

Washington, D.C.

EIND G. ZITO 8/30/77 Affidavit
Executive Assistant to

Fixst Deputy Comptroller

for Operations

Washington, D.C.

WILLIAM J, StMaN : 9/2/77 Oral-
Deputy Regional Adrinistrator Under Cath
for Examinations

Mimmeapolis, Minnesota



Details of Imvestigation

Mr. VERNON E. FASBENDER, Deputy Regional Administrator for Planming
and Cperations, advised:

On January 27, 1977, his office, the Atlanta regional office,
accepted for filing an application from the National Bark of Georgia
(NBG), Atlanta, Georgia, for permission to establish a branch to be
located at the intersection of Oliver Street and Stanton Way,

Decatur, Georgia. After processing by the Corporate Division, Ms.
MARTA I. RICHEOND, Regional Director for Corporate Activities, sent
to him the application together with her analysis for review. This

is standard procedure for all corporate applications. The application
was marginal, and after review, he sent a mote hack to Ms. RICHRIRXD

recamending denial

Ms. RICHMOND later told him that Mr. DONAID TARIFION, Repional
Administrator, had asked her to write a 'weak approval" recorrendation.
The application was forwarded to Washington on April 21, 1977 with
a recomendation by Ms. RICRIOND and *r. TARLETON for approval. 1t
is standard procedire in his region, and to the best of his knowledge
in all regions, for the Regional Director's recommendation to be
the same as that of the Regional Adninistrator. II the Regional
Adninistrator does not azree with the Regional Directeor's recomendatiom,
the Regional Director will change her/his recommendartion. NBG's
application was subsequently approved by the Washington, D.C.

Office.

"

A review of the OCC files pertaining to the National Bark of
Georgia disclosed a branch application for a branch bank located at the
intersection of Oliver Street and Stanton Way, Decatur, Georgia.
Included in the file is an OCC report detailing the proposed location of
the branch and surmarizing the bank's condition. Page 1 of the report
contained the following handwritten notation:

"Recommend disapproval
3/18/77



A review of Confidential Memorandum Branch Application, Application
No. 06-07-77-022, Charter No. 15341, revealed the following:

On January 27, 1977, the National Bank of Georgia applied
for permission to establish a branch bank in Decatur, Georgia.

Inder ''Surmary and Recommendation of Regional Director for
Corporate Activities", Ms. MARTIA I. RICHMND, Regional Director for
Corporate Activities, noted as follows: "Applicant proposes to
establish a full-service branch in Decanur, Georgia, approximately
nine miles east of the main office of the bank, in an area in which
it is conspicuously absent among major Atlanta banks. Although

, it is not considered
that the expenses incident to the branch will have a material
effect on the bank. The problems in the bank have been isolated;
new maEnagement appears to have the ability and attitude necessary
to run the bank in a scund and profitable mammer. It is concluded
that the public need and corvenience will be better served, that
the bank is economically feasible, and that no serious damage or
harm will come to any other campeting financial institution.
Approval of this application is, therefore, recammended."

Under the heading "Further Comments’™, Ms. RICEMOND noted as
follouws:

1. The bank has recently hired Mr. RDBERT GUYTON
to assume the presidency of the bank. Mr. GIN¥TON was
previously President of National Bank of Georgia and, as
such, is familiar with its operations. In addition, a
tumber of new officers have been hired, many of whom are
knoun to this office as capahle experienced bankers.

2. Earnings of the bank have been strained by a number
of factors.

The bank's
earnings have been impacted by the recent acquisition
of three small Atlanta banks which were merged under the
emergency provisions of the Bank Merger Act. One of the
banks was, in fact, purchased out of receivership from
the Federal Deposit Insurance Corporation. While there
was minimal resulting loan loss fram these acquisitions,
the hours expended by existing staff and the costs of
additional employees which were contimied by National
Bank of Georgia, certainly had a detrimental effect om
profits. ‘

Earnings for the first quarter of 1977 actually reflected

a loss; however, this was dug to a heavy loss sustained

in trading acccount activities. The bank recently entered

into this type of activity on a trial basis, and understandably,
has discontimed the aperation.
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The bank has entered into a severe cost-cutting program
designed to fully urilize available rescurces and eliminate
waste. The prospects for future earnings are considered

to be good, particularly in view of the anticipated
performance of new management.

A liberal dividend policy resulted in a need to augment

the capital through the sale of additional stock. In

1976, 657 of the banl's net incame was paid out in dividends,
compared with a 75% payout for the previous period.

?Jé%\ough equity capital was increased, $8,000,000 in

The Mational Bank of Georgia is not without problems. It
has, however, emerped from the recession relatively
unscathed; problem assets have been isolated and no
further deterioration is anticipated.

The bank has evidenced a strong sense of social responsibility
in its acguisition of failing banks, only cne of which
represented amy new market penetration. There is no doubt

that the burden of merging these three banks has been

heavy.

The future prospects for the bank are good especially
considering the employment of capsble menagement. The
marginal impact of the branch is not expected to wnduly
strain financial and managerial resources, and should, in
fact, provide new and profitable business for the bank."

On the first page of the Confidential Memorandum under

Ms. RICHMOND's recamendation appear the signatures of

Ms. RICRIOND and Regional Administrator Mr. DONALD TARLETON
and the date of April 21, 1977. On page three of the
memorandum is the approval signature of H, JOE SELBY,

First Deputy Corptroller for Operations, with the date of
April 27, 1977. Also on page three appears '‘moted W.

SIMAN 4/26/77."



. Ms., MARTA 1. RICHMOND, Regional Director of Corporate Activities,
advised: -

In Jamuary of 1977, an application of the Mational Bank of
Georgia to establish a branch in Decatur, Georgia was accepted for
filing. Her staff prepared the initial work draft, and she believed
it recommended approval. Mr. VERNON FASBENDER, Deputy Regional
Administrator for Operations amd Plaming, reviewed the file and
recamwended disapproval of the branch,

On several occasions, she discussed the application with
Mr. FASBENDER and Regional Administrator Mr., DONALD TARLET(H,
although she did not recall discussing it in the presence of both
of them. At some time, she may have told Mr. FASBENDER that the
application should be denied. However, to her recollection, she
was rather pleased that she did mot have to meke an independent
decision on the application's ocutcome,

After waivering for several weeks, Mr. TARLETON instructed
her to approve the application. Since the decision was a ''close
call", she could not say that his decision was eounter to her
opinion. For the same reason, they forwarded the entire file to
HWashington under procedures outlined in the Corporate Procedures
Mamal, Since the bank was effectively owned by Mr. BERT LANCE, it
was obvicus to her that the application was likely to receive
special scrutiny; however, she did net recall discussing the matter
in detail with Mr, TARLETCN.

Although Washington's decision for approval was 'marginal"
she believed the criteria was clearly cutlined in the Confidential
Memorandum, dated April 21, 1977, and that an independent appraisal
of the application would justify the decision.

Mr, DONALD TARIETON, Regional Administrator, advised:

On Jamuary 27, 1977, a branch application was routinely submitted
by the Mational Bank of Georgla for a site in Decatur, Georgia, a
suburb of Atlanta, Georgia. This application was processed in
normal fashion by the Regional Corporate Activities Division.

Documents indicate that this application was submitted to the
Deputy Regional Administrator for Plaming and Operations, Mr.
VERNON FASBENDER, in keeping with established practice and that on
March 18, 1977 he recommended disapproval - .

As he (TARIETCN) recalls, the application was then brought to
him for consideration. He also recalls the Corporate Division
Director, Ms. MARIA RICHMIND, expressing her thoughts on this being
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a marginal application and being undecided in which way to recommend.
They decided that the adverse factors were not of sufficient magnitude
to create an exception to the OCC's basic branching policy and :
would recommend approval, although admittedly it was a marginal
application that could go either way.

Negating the above three adverse factors are the follawing:
1) by their usual measuring standards, capital protectiom was light
but certainly not grossly inadequate. In fact, management had
successfully issued $8 million in capital stock during 1976 to
bolster the capital position. Corporate staff in answering the
question on capital adequacy rated it 'good' and there appears a
marginal notation "appears fair in all respects”. 2) asset problems
were greater than they like to see

New expansion, modestly dome as this was plaimed, ean in a relatively
short period of time enhance earnings if properly memaged and
controlled.

Because of this being a marginal application, they followed
established procedure and forwarded the entire file to the Washingtom
office in order that the final decision could be based upon all the
information available at the regional level,

Approval of the OCC was granted by Tirst Deputy Comptroller
of the Curremcy H. JCE SELBY on April 2., 1977 and a letter of
notification was probably routinely forwarded to the bank advising
of the approval. ‘

During interview Mr. TARLETON advised that at no time did he
have any discussion with bank officers, Mr. SELBY or Mr. BLOOM
Tegarding the NBG applicatiar. for a branch uant in Decatur, Georgia.

H. JOE SELRY, First Deputv Camotroller for Operations. advised:

All branch applications come through his office for
his signature. He does not recall ever seeing the National
Rahk of Georgia applicarion for a branch bank in Decatur, Georgia.
These applications are reviewed by WILLIAM SIMAN and EDMIND ZITO
prior to his receipt of the application. He receives these
applications and merely looks to see if the Regional authority
and SIMAN have approved it. If it has been approved by the
Regional authority and SIMAN he almost "automatically'' signs the
approval of the application and would not even look at the name
of the bank. This would have been the case with the Decatur branch
application.



Mr. EDMID GERARD ZITO, Executive Assistant to First Deputy Camtroller
for Operatioms, advised:

Concerning applications for branch banks, he receives all such
applications from the Bank Organization and Structure Division
(BOSD) of the Washington office. The apnlications he receives
consist of a Confidential Memorandum and transmittal sheet; on rare
occasions he may receive the entire bank file. Ye did not lmow
under vhat circumstances the entire file is forwarded from the
Regicnal Office to the Washington office and what the file consists
of. He receives a voluminous number of applications, but he would

not hazard a guess as to the exact nmumber without checking the
records.

Before he receives an application, BOSD reviews it, and
the reviewer in that division usually writes '"noted” and initials
or signs the Confidential Memorandur. In the normal course of
business a transmittal sheet is attached to the Confidential Memorandum
and initialed by another BOSD staff member prior to forwarding the
branch application to him. Any comments b}r BOSD are noted on the
Confidential Memorandm or on a "buck slip’'. The application is
then forwarded to him.

Upon receipt of an application, he reviews the recamnendation
of the regional authorities who would be the Regicnal Director of
Corporate Activities and the Regional Administrator or his desipgnee.
If he considers anything wnusual or irregular, such as non-compliance
with OCC policies, he attaches a note to the application for Mr.
SEIBY's attention. If the reviewer in BOSD did not sign or initial
the Confidential Memorandum he would retwem the application to
ROSD. Before giving an application to Mr. SELBY, he writes "ZITO'"
in the upper right hand corner of the transmittal sheet.

When he gives Mr. SELBY an application, he (SELBY) briefly
reviews it before signing his name and noting the date on the
Confidential Memorandum. If anyone has recomended disapproval of
the application Mr. SELBY may or may not discuss it with him.
After Mr, SELBY signs an application, normally his secretary sends
it back to BOSD.

It should be noted that the revised and newly inplemented
(11/76) OCC policy is that it is a bank manapement decision to
gstablish a branch and unless wnusual circumstances, such as a
legal objection or the viability of the institution is threatemed,
these applications are normally approved. It is an exception
rather than the rule for OCC to deny an application to establish a
branch bank.

He has reviewed a copy of a Confidential Memorandum, application

nurher 06-07-77-022, and charter number 15541. It concerns an
application by the Hational Bank of Georgia for a branch bank in
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Decatur, Georgia. He did not recall specifically seeing the application
or discussing it with Mr. SEIBY. It appears to be a normal application
which would be routinely processed by himself and Mr, SELBY. If he
pointed out anything for Mr. SELBY's attention, it would be the

length of Firther Caments in the Confidential Memorandim.

Mr, WIILLIAM J. SUMAN, Deputy Regional Administrator for Examinations,
Ninth National Bank Region, advised:

Fram Novarber of 1975 to May of 1977, he was Deputy Director,
Bank Organization and Structure Division, Washington, D.C. In that
position, he reviewed all applications for branch banks to ensure
that the applications conformed to Office of the Camtroller of the
Cwrency (OCC) policy. He received the applications, approximately
600 to 1000 a year, directly from the regional offices where the
Regional Administrators and Directors of Corporate Activities would
indicate their recommendations. The applications normally comsisted
of a Confidential Memorandum and a transmittal sheet which was
added in the Washington office. 1f the region felt that a bank was
weak in, for example, earnings or management, it might forward the
entire file to Washington; however, this was a subjective decisionm.
The entire file would consist of a transcript of public hearing, a
newspaper notice of the bank's application, any protest to the
application and the OCC's response to such a protest. The region
would not forward examination reports since these reports would
already be in the Washington office. After reviewing the Confidential
Memorandim, he would write 'moted’ and his signature on the Confidential
Meamorandum, He would then forward the application to H. JOE SELRY,
First Deputy Comptroller for Operatioms.

The application by the National Bank of Georgia (NBG) for a
branch in Decatur, Georgia was a normal application that was
handled in a routine mammer.

The report in which Repional Administrator for
Plarming and Operations VERNON FASEBENDEF aoted his disapproval of
the application was not seen by him as it was an intemmal report cf
the region. It was not ''out of character’ for Regional Adminstrator
DONALD TARLETGH and Director of Corporate Activities MARIA RICLEND
to recomnend approval of the application.

1t should be noted that as B matter of policy the OCC approves
such applications wnless there is a glaring reason for disapproval.
The establishment of a branch bank is a decision to be made by the
bank itself.



Concerning the NBG application he did not give it preferential
treatment and has no reason to believe anybody else gave it pre-

ferential treatment.
to the application.

He received no special instructions in regard



APPENDIX

SECTIONS OF UNITED STATES CODE
CITED IN TKIS REPORT

Title 18, USC 610 Contributions or Fxpenditures by National Banks,
Corporations or Labor Organizations

It 1g unlawful for any national bank, or any corporation organized by
authority of any law pf Ceongress, to make a contribution or expenditure
in comnection with any election to any political office, or in commectiom
with any primary election or political convention or caucus held to
select candidates for any political office, or for any corperation
vhatever, or any labor organization to make a contributionm or expenditure
in connection with any election at which Presidential and Vice Presidential
electors or a Senator or Representative in, or a Delegate or Resident
Commissioner to Congress are to be voted for, or in ¢omnection with any
primary election or political convention or caucus held to select
candidates for any of the foregoing offices, or for any candidate,

political cormittee, or other person to accept or receive any contribution
prohibited by this section.

Every corporation or labor organization which makes mny contribution or
expenditure in violatiom of this section shallbe fined not more than

$5,000; and every officer or director of any corporation, or officer of

any labor organization, who consents to any coptribution or expenditure

by the corporation or labor organization, as the case may be, and any

person who accepts or recelves any contribution, in violation of this

section, shall be fined not wmore than $1,000 or impriscned not more than

one vear, or both: and if the violation was willful, shallbe fined not more than
$10,000 or imprisoned not more than two ¥ears, or both,

Title 18, USC 656 Theft, Embezzlement, or Misapplication bv Bank
Qfficer or Emplovee

Whoever, being an officer, director, agent or employee of, or conmnected in
any capacity with any Federal Reserve bank, member banlk, national bank or
insured bank, or a receiver of a national bank, or any agent or employee
of the receiver, or a Federal Reserve Agent, or an agent or employee of a
Federal Reserve Agent or of the Board of Governors of the Federal Reserve
System, embezzles, abstracts, purloins or willfully misapplies any of the
moneys, funds or credits of such bank or any moneys, funds, assets or
gsecurities intrusted to the custody or care of such bank, or to the
custody or care of any such agent, offirer, director, employee or
receiver, shall be fined not more than 55,000 or imprisoned not more than
five years, or both; but if the smount embezzled, abstracted, purloined
or misapplied doas not exceed $100, he shall be fined not more than
51,000 or imprisoned not more than one year, or both.
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Title 18, USC 1005 Bank Entries, Reports and Transactions

Whoever, being an officer, director, agent or amployee of any Federal
Reserve bank, member bank, national bank or insured bank, without
authority fram the directors of such bank, issues or puts in circu-
lation any notes of such bank; or

Whoever, without such authority, makes, draws, issues, puts forth,

or assigns any certificate of deposit, draft, order, bill of exchange,
acceptance, nots, debenture, bord, or other chligation, ar martgage,
judgment or decree; or

Whoever makes any false entry in any botk, report, or statement of
such bank with intent to injure or defraud such bank, or any other
capany, body politic or corporate, or any individual person, or to
deceive any officer of such bank, or the Camptroller of the Currency,
or the Federal [Iepos:.t Insurance Corpcration, or any agent or examiner
appointed to examine the affairs of such bank, or the Board of
Governors of the Federal Reserve System —-

Shall be fined not more than $5,000 or irprisoned not more than five
years, ar both,

Title 18, USC 1905 Disclosure of Confidential Information Generally

wWhoever, being an officer or amployee of the United States or of any
department or agency thereof, publishes, divulges, discloses, or makes
known in any mapgier or to any extent not authorized by law any
information coming to him in the course of his amployment or official
duties or by reason of any examinaticn or investigation made by, or
return, report or record made to or filed with, such department or

agency or officer or employee thareof, which information concerns or
relates to the trade secrets, processes, cperaticns, style of work,

or agparatus, or to the identity, confidential statistical data, amount
ar source of any income, profits, losses, or expenditures of any pexson,
firm, partnership, corporaticn, or association; or permits any income retum
or copy thereof ar any bock containing any abstract or particulars thereof
0 be seen or examined by any person except as provided by law; shall be
fined not more than $1,000, or impriscned not more than one year, ar both;
and shall be removed fram coffice or amloyment,



Title 18, USC 1906 Disclosure of Information by Bank Examiner

Whoever, being an examiner, public or private, discloses the names of
borrowers or the collateral for lecans of any member bank of the Federal
Reserve System, or bank insured by the Federal Deposit Insurance
Corporation, examined by him, to other than the proper officers of such
bank, without first having cbtained the express permission in writing
from the Capireller of the Currency as to a national bank, the Board
of Governors of the Federal Reserve Systan as to a State marber bank,
or the Federal Deposit Insurance Corporation as to any other insured
bank, or fram carmpetent jurisdicticn, or by direction of the Congress
of the United States or either House thereof, or any comnittee of Congress
or either House duly authorized, shall be fined not more than $5,000

or imprisoned not more than ane year, or both,

Title 12, USC 29 Power to Hold Real Property

A naticnal hanking association may purchase, hold, and convey real
estate for the following purposes, and for no others:

First., Such as shall be necessary for its accamodation in the
transaction of its business,

Second. Such as shall be mortgaged to it in good faith by way of
security for debts previously contracted.

Third. Such as shall be conveyed to it in satisfaction of debts previously
contracted in the course of its dealings.

Fourth., Such as it shall purchase at szles under judgments, decrees,
or mortgages held by the association, or shall purchase to secure debts
due to it.

But no such association shall hold the possession of any real estate
urder mortgage, or the title and possession of any real estate purchasad
0 secure any debts due to it, for a longer period than five years.
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Title 12, USC 375a Loans to Executive Officers of Banks - General
Prohibition: Authorizaticon for Ixtension of
Credit; Conditions for Credit

(1) Except as authorized under this section, no member bank may
extend cradit in any manner to any of its own executive officers. No
executive officer of any member bank may became indebted to that mem~
ber bank except by means of an extension of credit which the bank is
authorized to make under this section. Any extension of credit under
this section shall be pramptly reported to the board of directors of the
bank, and may be made only if =

() the bank would be authorized to make it to
barrcwers other than its officers;

(B) it is on terms not more favorable than those
afforded other borrcwers;

{C) the officer has sulmitted a detailed current
financial statement; amd

(D) it is on comdition that it shall beccme due and
payable on demand of the bank at any time when the
officer is indebted to any other bank or banks on
account of extensions of credit of any cne of the
three categories respectively referred to in
paragraphs (2), (3), amd (4) in an aggregate amount
greater than the amount of credit of the same .
category that could be extended to him by the

bark of which he is an officer.

Mortgage loans

(2) With the specific prior approval of its board of directors, a
member bank may make a loan not exceeding $30,000 to any executive officer
of the bank, if, at the time the loan is made -

{A) it is secured by a first lien on a dwelling which
is expected after the making of the loan, to be owned by
the officer and used by him as his residence, and

(B) no other loan by the bank to the officer under
authority of this paragraph is outstanding.

Fducational loans
(3) A member bank may make extensions of credit to any executive
officer of the bank, not exceeding the aggregate amcunt of $10,000 out-

standing at any one time, to finance the education of the children of the
officer.

4
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General limitation on amount of credit

{4) A member bank may make extensions of credit not otherwise
specifically authorized under this section to any executive officer of
the bank, not exceseding the aggregate amount of 55,000 outstanding at
any cne time,

Partnership loans

(5) BEvrept to the extent permitted under paragraph (4), a member
bank may not extend credit to a partnership in which one or more of
its executive officers are partners having either individually or to-
gether a majority interest, For the purpose of paragraph (4), the
full amount of any credit so extended shall be considered to have been
extended to each officer of the bank who is a member of the partner-
ship.

Report of date and amount of credit extensions, security, and
use of procesds upon excessive extensions of credit

{f) Whenever an executive officer of a mamber bank becames in-
debted to any bank or banks (other than theone of which he is an
officer) cn account of extensions of credit of any cne of the three
cateqories respectively referred to in paragraphs (2), (3), and (4)
in an aggregate amomt greater than the aggregate amount of credit
of the same category that could lawfully be extended to him by the
bank, he shall make a written report to the hoard of directars of
the bank, stating the date ard amount of each suwch extension of
credit, the security therefor, and the purpose for which the
proceeds have been or are to be uscd.

Endorserent of guarantee of loans ar assets; protective irdebtedness

{7) This section does not prohibit any executive officer of a
rember bank from endorsing or quaranteeing for the protection of the bank
any loan or other asset previocusly acquired by the bank in good faith ar
from inowring any indebtedness to the bank for the purpose of protecting
the bank against loss or giving financial assistance to it.

Continuation of violation
(B) Each day that any extension of credit in viclation of this

section exists is a continuation of the violation far the purpose of
section 1818 of this title. :

Repart of loan activity since previous report of condition

(9) Each member bank shall include with (but not as part of} each
report of condition and copy thereof filed under section 1817(a) (3) of
this title a report of all loans under authority of this section made by
the bank zince its previous report of condition.
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